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DAVIDSON

INDEPENDENT AUDITOR’S REPORT

To the Shareholders of
Vertical Exploration Inc.

Opinion

We have audited the accompanying financial statements of Vertical Exploration Inc. (the “Company”), which
comprise the statements of financial position as at February 28, 2026 and 2025, and the statements of loss and
comprehensive loss, changes in shareholders’ equity, and cash flows for the years then ended, and notes to the
financial statements, including material accounting policy information.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the
Company as at February 28, 2026 and 2025, and its financial performance and its cash flows for the years then
ended in accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board
("IFRS Accounting Standards”).

Basis for Opinion

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

Material Uncertainty Related to Going Concern

We draw attention to Note 1 of the financial statements, which indicates that the Company estimates that it will
need additional capital to operate for the upcoming year. These events and conditions indicate that a material
uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

Key Audit Matters

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

In addition to the matter described in the Material Uncertainty Related to Going Concern section, we have
determined the matters described below to be the key audit matters to be communicated in our auditor’s report.
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Assessment of Impairment Indicators of Exploration and Evaluation Assets (“E&E Assets”)

As described in Note 4 to the financial statements, the carrying amount of the Company’'s E&E Assets was
$5,513,200 as of February 28, 2026. As more fully described in Note 2 to the financial statements, management
assesses E&E Assets for indicators of impairment at each reporting period.

The principal considerations for our determination that the assessment of impairment indicators of the E&E Assets
is a key audit matter is that there was judgment made by management when assessing whether there were
indicators of impairment for the E&QE Assets, specifically relating to the assets’ carrying amount which is impacted
by the Company’s intent and ability to continue to explore and evaluate these assets. This in turn led to a high
degree of auditor judgment, subjectivity, and effort in performing procedures to evaluate audit evidence relating
to the judgments made by management in their assessment of indicators of impairment that could give rise to the
requirement to prepare an estimate of the recoverable amount of the E&E Assets.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming
our overall opinion on the financial statements. Our audit procedures included, among others:

Evaluating management’s assessment of impairment indicators.

Evaluating the intent for the E&E Assets through discussion and communication with management.
Reviewing the Company’s recent expenditure activity.

Evaluating on a test basis, confirmation of title to ensure mineral rights underlying the E&E Assets are in
good standing.

Assessment of Asset Retirement Obligation (“ARO")

As described in Note 3 to the financial statements, the carrying amount of the Company’s reclamation liability was
$163,132 as of February 28, 2026. As more fully described in Note 2 to the financial statements, management
assesses its provision for restoration, rehabilitation, and environmental obligations on an annual basis or when new
material information becomes available.

The principal consideration for our determination that the estimate of reclamation liabilities is a key audit matter
is that estimating the costs of such reclamation activities includes significant judgement such as when the
reclamation will take place, the time period required to undertake the reclamation, the extent and costing of
reclamation activities, regulatory and legislative changes, inflation and discount rates utilized. This in turn led to a
high degree of auditor judgment, subjectivity, and effort in performing procedures to evaluate audit evidence
relating to the judgments made by management in their estimate of the net present value of reclamation liabilities.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming
our overall opinion on the financial statements. Our audit procedures included, among others:

e Assessing the reasonableness of changes in cost estimates against prior year calculations, and timing of
expected reclamation activities.

e Evaluating the mathematical accuracy of the reclamation liabilities model.

e Evaluating the inflation rate and discount rate utilized in the reclamation liabilities model.

Other Information

Management is responsible for the other information. The other information obtained at the date of this auditor's
report includes Management’s Discussion and Analysis.

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

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



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

Responsibilities of Management and Those Charged with Governance for the Financial Statements

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

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

Those charged with governance are responsible for overseeing the Company's financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

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

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

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

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

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



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

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

The engagement partner on the audit resulting in this independent auditor’s report is Michael MacLaren.

)ﬂu?p’bw ot &747 LP

Chartered Professional Accountants Vancouver, Canada

June 24, 2026



VERTICAL EXPLORATION INC.
STATEMENTS OF FINANCIAL POSITION

(Expressed in Canadian Dollars)

February 28,  February 28,

2026 2025
ASSETS
Current
Cash $ 45398 § 24,378
GST receivable 4,786 11,947
Prepaid expenses 2,866 8,658
53,050 44,983
Building and property (Note 3) 461,235 509,723
Exploration and evaluation assets (Note 4) 5,513,200 5,475,633
$6,027485 $ 6,030,339
LIABILITIES
Current
Accounts payable and accrued liabilities (Notes 6 and 7) $ 760,467 $ 812,087
760,467 812,087
Asset retirement obligation (Note 3) 163,132 161,198
923,599 973,285
SHAREHOLDERS’ EQUITY
Share capital (Note 5) 13,845,562 13,585,162
Share-based payment reserve (Note 5) 2,588,515 2,564,815
Deficit (11,330,191) (11,092,923)
5,103,886 5,057,054

$6,027,485 $ 6,030,339

Nature of Operations and Going Concern (Note 1)

Approved on Behalf of the Board of Directors:

“Peter Swistak” “Sam Sumer”
Director Director

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



VERTICAL EXPLORATION INC.
STATEMENTS OF LOSS AND COMPREHENSIVE LOSS

(Expressed in Canadian Dollars)

For the year ended

February 28,
2026 2025
Expenses
Accretion expense (Note 3) $ 1,934 $ 1,911
Consulting fees 54,000 36,950
Depreciation (Note 3) 48,488 52,277
Filing fees 18,993 9,802
Indemnification accrual reversal (Note 11) (114,500) -
Gain on write-off of accounts payable (28,500) -
Interest and penalties - 517
Management fees (Note 6) 120,000 120,000
Office and miscellaneous 1,383 22,503
Professional fees (Note 6) 89,388 106,497
Promotion and marketing 7,075 6,801
Rent 18,000 18,000
Share-based payments (Notes 5 and 6) 8,100 44,100
Transfer agent fees 12,907 12,328
Loss and Comprehensive Loss for the Year $ (237,268) $ (431,686)
Loss Per Share, Basic and Diluted $ (0.00) $ (0.00)
Weighted Average Common Shares Outstanding
— Basic and Diluted 151,915,042 146,904,053

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



VERTICAL EXPLORATION INC.
STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(Expressed in Canadian Dollars)

Share Capital

Share Based

Payment Shareholders’
Shares Amount Reserve Deficit equity
Balance as at February 29, 2024 146,904,053 $ 13,585,162 $ 2,520,715 $(10,661,237) $ 5,444,640
Share-based payments - - 44,100 - 44,100
Loss for the year - - - (431,686) (431,686)
Balance as at February 28, 2025 146,904,053 13,585,162 2,564,815 (11,092,923) 5,057,054
Private placement 6,000,000 300,000 - - 300,000
Share issuance cost - cash - (24,000) - - (24,000)
Share issuance cost - warrants - (15,600) 15,600 - -
Share-based payments - - 8,100 - 8,100
Loss for the year - - - (237,268) (237,268)
Balance as at February 28, 2026 152,904,053 $ 13,845,562 $ 2,588,515 $(11,330,191) $ 5,103,886

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



VERTICAL EXPLORATION INC.
STATEMENTS OF CASH FLOWS

(Expressed in Canadian Dollars)

For the year ended

February 28,
2026 2025
Cash Flows Provided By (Used In):
Operating Activities
Loss for the year $ (237,268) $ (431,686)
Iltems not involving cash:
Accretion expense 1,934 1,911
Depreciation 48,488 52,277
Share-based payments 8,100 44,100
Net change in non-cash working capital items:
GST receivable 7,161 3,844
Prepaid expenses 5,792 8,619
Accounts payable and accrued liabilities 12,822 99,275
(152,971) (221,660)
Investing Activities
Exploration and evaluation assets (102,009) (47,215)
(102,009) (47,215)
Financial Activities
Private placement 300,000 -
Share issuance costs (24,000) -
276,000 -
Change in cash during the year 21,020 (268,875)
Cash, beginning of year 24,378 293,253
Cash, end of year $ 45398 $ 24,378

Supplemental disclosure with respect to cash flows (Note 9)

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



VERTICAL EXPLORATION INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED FEBRUARY 28, 2026

(Expressed in Canadian Dollars)

1. NATURE OF OPERATIONS AND GOING CONCERN

Vertical Exploration was incorporated under the Business Corporations Act (British Columbia) and is
listed on the TSX Venture Exchange (“TSX-V”). The Company’s corporate office is located at Suite 1240
— 789 West Pender Street, Vancouver, BC, V6C 1H2, Canada. The Company is a TSX-V junior mining
company with exploration and evaluation assets in Canada.

These financial statements are prepared in accordance with the IFRS Accounting Standards ("IFRS”) as
issued by the International Accounting Standards Board (“IASB”) and Interpretations of the International
Financial Reporting Interpretations Committee (“IFRIC”), with the assumption that the Company will be
able to realize its assets and discharge its liabilities in the normal course of business rather than through
a process of forced liquidation for the foreseeable future. The operations of the Company were primarily
funded by the issue of share capital and loans. The continued operations of the Company are dependent
on its ability to develop a sufficient financing plan, receive continued financial support from related parties,
complete sufficient public equity financing, or generate profitable operations in the future. These financial
statements do not include any adjustments to the amounts and classification of assets and liabilities that
might be necessary should the company be unable to continue in business.

The Company is in the business of exploring for minerals that by its nature involves a high degree of risk.
There can be no assurance that current exploration programs will result in profitable mining operations.
The recoverability of the carrying value of the exploration and evaluation assets and the Company’s
continued existence is dependent upon the preservation of its interest in the underlying properties, the
discovery of economically recoverable reserves, the achievement of profitable operations, the ability of
the Company to obtain financing or, alternatively, upon the Company’s ability to dispose of its interest on
an advantageous basis. Additionally, the Company estimates that it will need additional capital to operate
for the upcoming year. These material uncertainties may cast significant doubt on the Company’s ability
to continue as a going concern.

February 28, February 28,

2026 2025
Working capital deficiency $ (707,417) $ (767,104)
Deficit $ (11,330,191) $ (11,092,923)

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
Basis of presentation

The financial statements have been prepared on a historical cost basis, except for certain financial
instruments that have been measured at fair value.

The financial statements are presented in Canadian dollars which is the functional currency of the
Company. In addition, these financial statements have been prepared using the accrual basis of
accounting except for cash flow information.

The policies applied in the financial statements are presented below and are based on IFRS’ issued and
outstanding as of June 24, 2026; the date the Board of Directors approved the financial statements.



VERTICAL EXPLORATION INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED FEBRUARY 28, 2026

(Expressed in Canadian Dollars)

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (Continued)
Estimates and judgments

Significant assumptions about the future and other sources of estimation uncertainty that management
has made at the end of the reporting year, that could result in a material adjustment of the carrying
amounts of assets and liabilities in the event that actual results differ from assumptions made, relate to,
but are not limited to, the following:

i) The carrying value and the recoverability of exploration and evaluation assets, which are included
in the statements of financial position.

i) The inputs used in the Black-Scholes option pricing model to value stock options and
compensatory warrants.

iiil) The estimated costs of future reclamation, inflation and discount rates to value asset retirement
obligation.

Critical judgments exercised in applying accounting policies that have the most significant effect on the
amounts recognized in the financial statements are as follows:

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

Management has determined that exploration, evaluation and related costs incurred which were
capitalized may have future economic benefits and may be economically recoverable. Management uses
several criteria in its assessments of economic recoverability and probability of future economic benefits
including geologic and other technical information, history of conversion of mineral deposits with similar
characteristics to its own properties to proven and probable mineral reserves, scoping and feasibility
studies, accessible facilities and existing permits.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in
material adjustments are as follows:

i) Black-Scholes Option Pricing Model

The Company uses the Black-Scholes Option Pricing Model for valuation of share-based compensation
and finder's warrants. Option pricing models require the input of subjective assumptions including
expected price volatility, interest rates, and forfeiture rate. Changes in the input assumptions can
materially affect the fair value estimate and the Company’s earnings and equity settled benefits.

iiil) Decommissioning and rehabilitation provision

Management’s determination of the Company’s decommissioning and rehabilitation provision is based
on the reclamation and closure activities it anticipates as being required and its estimate of the probable
costs and timing of such activities and measures. Accounting for reclamation obligations requires
management to make estimates and judgments of the future costs the Company will incur to complete
the reclamation work required to comply with existing laws and regulations at each mining operation and
exploration and development property. Actual costs incurred may differ from those amounts estimated.
Also, future changes to environmental laws and regulations could increase the extent of reclamation work
required to be performed by the Company. Increases in future costs could materially impact the amounts
charged to operations for reclamation. The provision represents management’s best estimate of the
present value of the future reclamation and remediation obligation. The actual future expenditures may
differ from the amounts currently provided.



VERTICAL EXPLORATION INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED FEBRUARY 28, 2026

(Expressed in Canadian Dollars)

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (Continued)
Financial instruments
(i) Financial assets

All financial assets are measured at fair value on initial recognition. Measurement in subsequent periods
depends on the financial assets’ classification, as described below:

Fair value through profit or loss (“FVTPL”): Financial instruments designated at FVTPL are initially
recognized and subsequently measured at fair value with changes in those fair values charged
immediately to profit or loss.

Amortized cost: Financial instruments designated at amortized cost are initially recognized at fair value,
net of directly attributable transaction costs, and are subsequently measured at amortized cost using the
effective interest method. Financial instruments under this classification include cash.

Fair value through other comprehensive income (“FVOCI”): Financial instruments designated at FVOCI
are initially recognized at fair value, net of directly attributable transaction costs, and are subsequently
measured at fair value with changes in fair value recognized in other comprehensive income, net of tax.

(ii) Financial liabilities
All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or
amortized cost. Financial liabilities classified as amortized cost are initially recognized at fair value less

directly attributable transaction costs. The Company’s accounts payable and accrued liabilities are
classified as amortized cost. The Company does not currently have any FVTPL financial liabilities.

(iii) Impairment of financial assets

There is a three-stage expected credit loss model for calculating impairment for financial assets. An entity
is required to recognize expected credit losses when financial instruments are initially recognized and to
update the amount of expected credit losses recognized at each reporting date to reflect changes in the
credit risk of the financial instruments.

Impairment losses on financial assets carried at amortized cost are reversed in subsequent periods, if
the amount of the loss decreases and the decrease can be objectively related to an event occurring after
the impairment was recognized.

Foreign exchange

The functional currency is the currency of the primary economic environment in which the entity operates.
The functional currency for the Company is the Canadian dollar.

Transactions in currencies other than the Canadian dollar are recorded at exchange rates prevailing on
the dates of the transactions. At the end of each reporting period, the monetary assets and liabilities of
the Company that are denominated in foreign currencies are translated at the rate of exchange at the
statement of financial position date while non-monetary assets and liabilities are translated at historical
rates. Revenues and expenses are translated at the exchange rates approximating those in effect on the
date of the transactions. Exchange gains and losses arising on translation are reflected in profit or loss
for the period.



VERTICAL EXPLORATION INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED FEBRUARY 28, 2026

(Expressed in Canadian Dollars)

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (Continued)
Loss per share

The Company presents basic loss per share for its common shares, calculated by dividing the loss
attributable to common shareholders of the Company by the weighted average number of common
shares outstanding during the year. Diluted loss per share does not adjust the loss attributable to common
shareholders or the weighted average number of common shares outstanding when the effect is anti-
dilutive.

Building and property

Building is recorded at cost and depreciated using the declining balance method at the following rates
per annum.

Building 10% per annum

Building and equipment that is withdrawn from use, or has no reasonable prospect of being recovered
through use or sale, are regularly identified and written off. The assets’ residual values, deprecation
methods and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

Construction in progress (“CIP”) is recorded at cost and is not depreciated until construction is completed.
The Company amortized its sedimentation basin over the expected useful life of 20 years.

Subsequent expenditures relating to an item of equipment are capitalized when it is probable that future
economic benefits from the use the assets will be increased. All other subsequent expenditures are
recognized as repairs and maintenance.

Exploration and evaluation assets

Upon acquiring the legal right to explore a property, costs related to the acquisition, exploration and
evaluation of exploration and evaluation assets are capitalized by property. If commercially profitable ore
reserves are developed, capitalized costs of the related exploration and evaluation assets are reclassified
as mining assets and amortized using the unit of production method. If, after management review, it is
determined that capitalized acquisition, exploration and development costs are not recoverable over the
estimated economic life of the exploration and evaluation assets, or the exploration and evaluation assets
are abandoned, or management deems there to be an impairment in value, the exploration and evaluation
assets is written down to its net realizable value.

Any option payments received by the Company from third parties or tax credits refunded to the Company
are credited to the capitalized cost of the exploration and evaluation assets. If payments received exceed
the capitalized cost of the exploration and evaluation assets, the excess is recognized in profit or loss in
the year received. The amounts shown for exploration and evaluation assets do not necessarily represent
present or future values. Their recoverability is dependent upon the discovery of economically
recoverable reserves, the ability of the Company to obtain the necessary financing to complete the
development, and future profitable production or proceeds from the disposition thereof.



VERTICAL EXPLORATION INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED FEBRUARY 28, 2026

(Expressed in Canadian Dollars)

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (Continued)
Impairment

At the end of each reporting period, the Company’s assets are reviewed to determine whether there is
any indication that those assets may be impaired. If such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment, if any. The recoverable amount is
the higher of fair value less costs to sell and value in use. Fair value is determined as the amount that
would be obtained from the sale of the asset in an arm’s length transaction between knowledgeable and
willing parties. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. If the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its recoverable amount and the
impairment loss is recognized in profit or loss for the year. For an asset that does not generate largely
independent cash inflows, the recoverable amount is determined for the cash generating unit to which
the asset belongs.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but to an amount that does not exceed
the carrying amount that would have been determined had no impairment loss been recognized for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognized immediately
in profit or loss.

Decommissioning and restoration provision

The Company recognizes liabilities for statutory, contractual, constructive or legal obligations associated
with the retirement of exploration and evaluation assets and property, plant and equipment assets, when
those obligations result from the acquisition, construction, development or normal operation of the assets.
The net present value of future rehabilitation cost estimates arising from the decommissioning of plant
and other site preparation work is capitalized to mining assets or property, plant and equipment assets,
along with a corresponding increase in the rehabilitation provision in the year incurred. Discount rates
using a pre-tax rate that reflect the time value of money are used to calculate the net present value. The
rehabilitation asset is depreciated on the same basis as mining assets, or property, plant, and equipment
assets.

The Company’s estimates of reclamation costs could change as a result of changes in regulatory
requirements, discount rates and assumptions regarding the amount and timing of the future
expenditures. These changes are recorded directly to mining assets with a corresponding entry to the
provision. The Company’s estimates are reviewed annually for changes in regulatory requirements,
discount rates, effects of inflation and changes in estimates. Changes in the net present value, excluding
changes in the Company’s estimates of reclamation costs, are charged to profit or loss for the year.



VERTICAL EXPLORATION INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED FEBRUARY 28, 2026

(Expressed in Canadian Dollars)

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (Continued)
Valuation of equity units issued in private placements

The Company uses the residual value method with respect to the measurement of shares and warrants
issued as private placement units. The residual value method first allocates value to the most easily
measured component based on fair value and then the residual value, if any, to the less easily
measurable component.

The fair value of the common shares issued in a private placement was determined to be the more easily
measurable component and were valued at their fair value. The balance, if any, was allocated to the
attached warrants. Any value attributed to the warrants is recorded as share-based payment reserve.

Share-based compensation

The Company grants stock options to acquire common shares of the Company to directors, officers,
employees and consultants. An individual is classified as an employee when the individual is an employee
for legal or tax purposes, or provides services similar to those performed by an employee.

The fair value of stock options and compensatory warrants are measured on the date of grant, using the
Black-Scholes option pricing model, and is recognized over the vesting period. Consideration paid for the
shares on the exercise of stock options is credited to share capital.

In situations where equity instruments are issued to non-employees and some or all of the goods or
services received by the entity as consideration cannot be specifically identified, they are measured at
fair value of the share-based payment. Otherwise, share-based payments are measured at the fair value
of goods or services received.

Share issue costs

Costs directly identifiable with the raising of capital will be charged against the related share capital. Costs
related to shares not yet issued are recorded as deferred financing costs. These costs will be deferred
until the issuance of the shares to which the costs relate, at which time the costs will be charged against
the related share capital or charged to operations if the shares are not issued.

Flow-through shares

Canadian Income Tax legislation permits an enterprise to issue securities referred to as flow-through
shares, whereby the investor can claim the tax deductions arising from the renunciation of the related
resource expenditures. The Company accounts for flow-through shares whereby any premium paid for
the flow through shares in excess of the market value of the shares without flow-through features at the
time of issue is credited to flow-through premium liability and included in profit or loss at the same time
the qualifying expenditures are made.

The Company may also be subject to Part XII.6 tax on flow-through proceeds renounced under the Look-
back Rule, in accordance with Government of Canada flow-through share regulations. When applicable,
this tax is accrued as a financial expense until paid.



VERTICAL EXPLORATION INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED FEBRUARY 28, 2026

(Expressed in Canadian Dollars)

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (Continued)

Income taxes

Income tax is recognized in profit or loss except to the extent that it relates to items recognized directly
in equity, in which case it is recognized in equity. Current tax expense is the expected tax payable on the
taxable income for the year, using tax rates enacted or substantively enacted at year end, adjusted for
amendments to tax payable with regards to previous years.

Deferred tax is recorded by providing for temporary differences, between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. The following
temporary differences are not provided for: goodwill not deductible for tax purposes; the initial recognition
of assets or liabilities that affect neither accounting or taxable loss; and differences relating to investments
in subsidiaries to the extent that they will probably not reverse in the foreseeable future. The amount of
deferred tax provided is based on the expected manner of realization or settlement of the carrying amount
of assets and liabilities, using tax rates enacted or substantively enacted at the statement of financial
position date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilized.

Additional income taxes that arise from the distribution of dividends are recognized at the same time as
the liability to pay the related dividend. Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax liabilities and when they relate to income
taxes levied by the same taxation authority and the Company intends to settle its current tax assets and
liabilities on a net basis.

Adoption of new accounting standards, interpretations and amendments

A number of new standards, and amendments to standards and interpretations, are not effective and
have not been early adopted in preparing these financial statements. The following accounting standards
and amendments are effective for future periods:

i) IFRS 18 - Presentation and Disclosure in Financial Statements - IFRS 18 introduces three sets of
new requirements to give investors more transparent and comparable information about companies’
financial performance for better investment decisions.

a) Three defined categories for income and expenses — operating, investing or financing — to
improve the structure of the income statements, and require all companies to provide new
defined subtotals, including operating profit;

b) Requirement for companies to disclose explanations of management-defined performance
measures (MPMs) that are related to the income statement; and

¢) Enhanced guidance on how to organize information and whether to provide it in the primary
financial statements or in the notes.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES (Continued)

Adoption of new accounting standards, interpretations and amendments

This new standard is effective for reporting periods beginning on or after January 1, 2027. The Company

will be evaluating the impact of the above standard on its financial statements.

3. BUILDING AND PROPERTY

Building and property are carried at cost less accumulated depreciation. Details are as follows:

Construction

Sedimentation

Building in Progress basin Total
Cost
Balance, February 29, 2024 $ 596,142 $ 52,298 $ - $ 648,440
Other ® - (52,298) 52,298 -
Balance, February 28, 2025 and 2026 $ 59,142 $ - 5 52,298 § 648,440
Accumulated Depreciation
Balance, February 29, 2024 $ 86,440 $ - $ - $ 86,440
Additions 50,970 - 1,307 52,277
Balance, February 28, 2025 137,410 - 1,307 138,717
Additions 45,873 - 2,615 48,488
Balance, February 28, 2026 $ 183,283 $ - 5 3,922 § 187,205
Carrying amounts
Balance, February 28, 2025 $ 458,732 $ - 9 50,991 $ 509,723
Balance, February 28, 2026 $ 412,859 $ - $ 48,376 $ 461,235

(1) Includes reclassification of construction in progress cost when associated projects are complete.

During the year ended February 29, 2024, the Company began construction of a sedimentation basin.
During the year ended February 28, 2025, construction was completed and the sedimentation basin was

fully available for use.

The Company’s asset retirement obligations are estimated based on the management estimation on the
costs associated with the site remediation and restoration plan, such as equipment rental and labour
costs, provided by consultants who worked in the mining industry.
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3. BUILDING AND PROPERTY (Continued)

During the year ended February 28, 2026, the undiscounted amount of estimated cash flows required to
settle the asset retirement obligations was calculated to be $225,120 (February 28, 2025 - $225,120).
The estimated future cash flows were discounted using a risk free rate of 3.12% (February 28, 2025 —
3.12%) and an inflation rate of 2.00% (February 28, 2025 — 2.00%) resulting in a present value of
$163,132 (February 28, 2025 - $161,198) which has been capitalized and recognized to the total cost of
the building. The asset retirement obligations will be accreted over a period of 27 years (February 28,
2025 — 28 years). During the year ended February 28, 2026, the Company recorded accretion expense
of $1,934 (2024 - $1,911).

Asset retirement obligation

Balance, February 29, 2024 $ 159,287
Accretion expense 1,911
Balance, February 28, 2025 161,198
Accretion expense 1,934
Balance, February 28, 2026 $ 163,132

4., EXPLORATION AND EVALUATION ASSETS

Title to exploration and evaluation assets properties involves certain inherent risks due to the difficulties
of determining the validity of certain claims. The Company has investigated title to its exploration and
evaluation assets and, to the best of its knowledge, title to its exploration and evaluation assets are in
good standing.

Year Ended February 28, 2026

St. Onge
Wollastonite
Deposit Total
Acquisition costs, beginning of year $ 1,852,500 $ 1,852,500
Acquisition costs, end of year $ 1,852,500 § 1,852,500
Exploration costs, beginning of year $ 3,623,133 $ 3,623,133
Administration 2,615 2,615
Geo-consulting 19,142 19,142
Field expenses 24,316 24,316
Exploration costs, end of year $ 3,669,206 $ 3,669,206
Cost recoveries (8,506) (8,506)

Total, end of year $ 5,513,200 $ 5,513,200
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4 EXPLORATION AND EVALUATION ASSETS (Continued)

Year Ended February 28, 2025

St. Onge
Wollastonite
Deposit Total
Acquisition costs, beginning of year $ 1,852,500 § 1,852,500
Acquisition costs, end of year $ 1,852,500 § 1,852,500
Exploration costs, beginning of year $ 3,369,629 $ 3,369,629
Administration 2,256 2,256
Assays/lab 28,006 28,006
Geo-consulting 76,806 76,806
Equipment 70,678 70,678
Field expenses 75,758 75,758
Exploration costs, end of year $ 3,623,133 § 3,623,133
Total, end of year $ 5475633 §$ 5,475,633

St. Onge Wollastonite Deposit

During the year ended February 28, 2018, the Company entered into an option agreement to acquire the
St. Onge Wollastonite Deposit, located in the St-Onge township, in the Saguenay — Lac St. Jean region
of Quebec. The Company earned a 100% interest by making cash payments of $750,000, issuing
8,000,000 common shares (valued at $670,000) and incurring $2,000,000 in exploration expenditures.

The Company also granted a 2% net smelter return royalty, of which 1% can be purchased by the
Company for $1,000,000. Additionally, a $5 per tonne royalty on the first million tonnes of raw material
shipped from the property without processing was granted.

During the year ended February 29, 2020, the Company acquired additional claims in consideration of
1,000,000 common shares (issued and valued at $40,000).

During the year ended February 28, 2022, the Company acquired additional claims in consideration of
$25,000 cash payment (paid) and 3,500,000 common shares (issued and valued at $367,500).
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5. SHARE CAPITAL, STOCK OPTIONS AND WARRANTS

Authorized share capital — an unlimited number of common shares without par value
As at February 28, 2026, the Company has 152,904,053 common shares outstanding.
SHARES ISSUED DURING THE YEAR ENDED FEBRUARY 28, 2026

During the year ended February 28, 2026, the Company:

i) issued 6,000,000 non-brokered private placement units at a price of $0.05 per unit for gross
proceeds of $300,000. Each unit consists of one common share and one common share
purchase warrant authorizing the purchase of one additional common share at a price of $0.10
per share until April 30, 2027. In connection with the private placement, the Company paid cash
finder's fees of $24,000 and issued 480,000 finder’s warrants valued at $15,600. Each finder’s
warrant is exercisable into one common share of the Company at a price of $0.10 per finder’s
warrant until April 30, 2027.

SHARES ISSUED DURING THE YEAR ENDED FEBRUARY 28, 2025

During the year ended February 28, 2025, the Company had no share activity.

STOCK OPTIONS

The Company adopted an equity settled stock option plan. The Company follows the policies of the TSX-
V under which it would be authorized to grant options to executive officers and directors, employees and
consultants enabling them to acquire up to 10% of the issued and outstanding common stock of the
Company.

Under the policies, the exercise price of each option equals the market price or a discounted price of the
Company’s stock as calculated on the date of grant. The options can be granted for a maximum term of
five years. Vesting terms are determined by the Board of Directors at the time of grant.

During the year ended February 28, 2026, the Company:

i) granted 250,000 stock options to a consultant of the Company exercisable at $0.08 per share
until March 27, 2026 resulting in share-based compensation of $8,100, calculated using the
Black-Scholes pricing model.

During the year ended February 28, 2025, the Company:
i) granted 3,000,000 stock options to directors, officers and consultants of the Company

exercisable at $0.08 per share until December 11, 2025 resulting in share-based compensation
of $44,100, calculated using the Black-Scholes pricing model.
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5. SHARE CAPITAL, STOCK OPTIONS AND WARRANTS (Continued)
STOCK OPTIONS (Continued)

Stock option transactions are summarized as follows:

Number of Weighted

Stock Average
Options Exercise Price
Balance at February 29, 2024 7,900,000 $0.15
Granted 3,000,000 0.08
Expired (4,200,000) 0.08
Balance at February 28, 2025 6,700,000 0.16
Granted 250,000 0.08
Expired (6,700,000) 0.16
Balance at February 28, 2026 250,000 $0.08
As of February 28, 2026, the following stock options were outstanding:
Expiry Number of Exercise Number of options
date Options price exercisable
March 27, 2026 250,000 $0.08 250,000*
Total Outstanding 250,000 250,000

*expired subsequent to February 28, 2026

As of February 28, 2026, the Company’s outstanding options has a weighted average remaining life of
0.07 years (2025 — 0.54 years).

The following weighted average assumptions were used for the Black-Scholes valuation of stock options
granted during:

February 28, February 28,

2026 2025

Risk-free interest rate 2.55% 2.94%
Expected life of options 1.00 years 1.00 years
Expected annualized volatility 147.21% 125.28%

Expected dividend rate - -
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5. SHARE CAPITAL, STOCK OPTIONS AND WARRANTS (Continued)
WARRANTS
During the year ended February 28, 2026, the Company:

i) granted 6,000,000 unit warrants exercisable at $0.10 until April 30, 2027 and 480,000 finder’s
warrants exercisable at $0.10 per share until April 30, 2027, resulting in share issuance cost of
$15,600, calculated using the Black-Scholes pricing model.

During the year ended February 28, 2025, the Company did not grant any warrants.

Warrant transactions are summarized as follows:

Weighted
Number of Average Exercise
Warrants Price
Balance at February 29, 2024 24,275,300 $0.10
Expired (655,300) 0.10
Balance at February 28, 2025 23,620,000 0.10
Granted 6,480,000 0.10
Balance at February 28, 2026 30,100,000 $0.10
As at February 30, 2026, the following warrants were outstanding:
Expiry Number of Exercise Number of warrants
date warrants price exercisable
June 13, 2026* 9,460,000 $0.10 9,460,000
June 30, 2026 14,160,000 $0.10 14,160,000
April 30, 2027 6,000,000 $0.10 6,000,000
April 30, 2027 480,000 $0.10 480,000
Total Outstanding 30,100,000 30,100,000

* Expired subsequent to year end

As of February 28, 2026, the Company’s outstanding warrants has a weighted average remaining life of
0.50 years (2025 — 0.32 years).

The following weighted average assumptions were used for the Black-Scholes valuation of warrants
granted during:

February 28, February 28,

2026 2025

Risk-free interest rate 2.48% -
Expected life of options 2.00 years -
Expected annualized volatility 141.81% -

Expected dividend rate - -
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6. RELATED PARTY TRANSACTIONS

The Company’s related parties and key management consist of executive officers, directors, companies
owned by executive officers, companies owned by directors, and companies owned by spouses of
directors.

The Company incurred the following expenses in connection with key management, including companies
owned by key management and directors.

For the year ended

Key Management February 28, February 28,
2026 2025
Management fees
Paid or accrued to an officer of the Company $ 120,000 $ 120,000
Professional fees
Paid or accrued to an offer of the Company $ 2,800 $ $3,000

Share-based payments
Paid or accrued to director and officer of the
Company $ - $ 7,350

Included in accounts payable and accrued liabilities at February 28, 2026 is $534,165 (2025 - $418,200)
owed to officers of the Company.

The amount due to related parties are unsecured, non-interest bearing and has no specific due date.

7. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

February 28, February 28,

2026 2025
Trade payable $ 717,802 §$ 666,382
Accrued liabilities 42,665 145,705
$ 760,467 $ 812,087

8. RISK MANAGEMENT, FINANCIAL INSTRUMENTS AND CAPITAL MANAGEMENT
Fair value

Financial instruments that are measured at fair value using inputs, which are classified within a hierarchy
that prioritizes their significance. The three levels of the fair value hierarchy are:

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

Level 2 - Inputs other than quoted prices that are observable for the asset or liability either directly or
indirectly; and

Level 3 - Inputs that are not based on observable market data.

Given that they will mature shortly, the fair value of cash and accounts payable and accrued liabilities
approximate their carrying value.
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8. RISK MANAGEMENT, FINANCIAL INSTRUMENTS AND CAPITAL MANAGEMENT
(Continued)

Financial Risk

The primary goals of the Company’s financial risk management are to ensure that the outcomes of
activities involving elements of risk are consistent with the Company’s objectives and risk tolerance, and
to maintain an appropriate risk/reward balance while protecting the Company’s net assets from events
that have the potential to materially impair its financial strength. Balancing risk and reward is achieved
through aligning risk appetite with business strategy, diversifying risk, pricing appropriately for risk,
mitigating risks through preventive controls and transferring risk to third parties.

The Company’s exposure to potential loss from financial instruments is primarily due to credit risk, liquidity
risk and various market risks, including interest rate.

Interest Rate Risk

Fluctuations in interest rates have only an impact on the return that the cash generates as interestincome.
Unfavorable changes in the applicable interest rate may result in a decrease of interest income.

The Company has limited exposure to financial risk arising from fluctuations in interest rates earned on
short-term investments given their short-term nature. As a result, fluctuations in market interest rates
during the current year would not have any significant impact on the Company’s financial results.

Liquidity Risk

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet cash flow
commitments. Liquidity needs are monitored in various time bands, including 30-day, 180-day and 360-
day lookout periods. The Company'’s ability to meet its commitments for exploration programs, and meet
all of its general and administrative costs on a continuous basis is dependent on the continued support
of the financial markets. In particular, the Company may have to issue additional common shares. The
Company is exposed to liquidity risk.

Other Price Risk

Other price risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
due to changes in market prices, other than those arising from interest rate risk or foreign currency risk.
The Company exposure to other price risk is minimal.

Credit Risk

Credit risk is the risk that one party to a financial instrument fails to discharge an obligation and causes
financial loss to another party. All of the cash is held with one financial institution. Consequently, the
Company is exposed to concentration of credit risks of that institution. However, the credit risk is limited,
based on the high-quality external credit rating of that institution.

Capital Management

The Company considers the items included in shareholders’ equity as capital. The Company’s objective
in managing capital is to ensure sufficient liquidity to pursue its exploration activities and may raise
additional capital through the equity markets as additional capital is required. The Company is not subject
to any externally imposed capital requirements and does not presently utilize any quantitative measures
to monitor its capital. There was no change in the Company’s capital management strategy during the
year ended February 28, 2026.
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9. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

For the year ended
February 28, February 28,

2026 2026
Fair value of broker’s warrant issued $ 15,600 $ -
Accrued exploration and evaluation asset costs in accounts
payable $ 141,847 $ 206,289

10. SEGMENTED INFORMATION

The Company operates in one reportable segment being the acquisition, exploration and evaluation of
mineral properties in Canada.

11. INCOME TAXES

A reconciliation of income taxes at statutory rates with the reported taxes is as follows:

2026 2025
Loss for the year $ (237,268) $ (431,686)
Expected income tax (recovery) $ (64,000) $ (117,000)
Change in statutory, foreign tax, foreign exchange rates and other 17,000 -
Permanent differences 2,000 12,000
Share issue costs (6,000) -
Adjustment to prior years provision versus statutory tax returns and
expiry of non-capital losses 29,000 (225,000)
Change in unrecognized deductible temporary differences 22,000 330,000
Total income tax (recovery) $ - $ -

The significant components of the Company’s deferred tax assets and liabilities are as follows:

2026 2025

Deferred tax assets (liabilities)
Non-capital losses $ 698,000 $ 683,000
Property and equipment (6,000) (19,000)
Exploration and evaluation assets (692,000) (664,000)

Net deferred tax liability $ - % -
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11. INCOME TAXES (CONTINUED)

The significant components of the Company’s temporary differences, unused tax credits and unused tax
losses that have on been included on the statement of financial position are as follows:

Expiry date Expiry date
2026 range 2025 range
Deferred tax liabilities
Share issue costs $ 33,000 2027 t0 2030 $ 54,000 2026 to 2028
Asset retirement obligation 163,000 N/A 161,000 N/A
Non-capital losses available for
future period 6,126,000 2026 to 2046 6,024,000 2026 to 2045

Tax attributes are subject to review and potential adjustment, by tax authorities.

During the year ended February 28, 2026, the Company incurred penalties and interest of $Nil (2025 -
$517) related to a flow-through financing, and additionally accrued $Nil (2025 - $114,500) as an
indemnification liability estimate for the investor for which the shortfall was assigned.
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