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Forward Looking Statements

This Report contains dZzg p s Jotkimge t u b u f n fithin ttHel
meaning of the United States Private Securities Litigation Reform
Act of 1995 and applicable Canadian securities legislation.
Generally, these forward-looking statements can be identified by
the use of forward-looking terminology such as dzg p uf o u,j p¥ipLJ-
dzt di f e dzmb e J.Jd jdedlpwfutj diHv ¥ ¢ fLézuftyld-f d u f i
dzu b s h fizg mé bJdz¢ & M} 62w f dijmib 4 foo vatiations of
such words and phrases or the negative thereof. Statements that
are not based on historical fact contained in this Report, including
through documents incorporated by reference herein, are subject
to known and unknown risks, uncertainties and other factors that
may cause the actual results, level of activity, performance or
achievements of Avalon to be materially different from those
expressed or implied by such forward-looking statements.
Forward-looking statements reflect the Dp n q b cuarrent views
with respect to future events and include among other things,
statements with respect to the Company integrating sustainability
into all aspects of its business, that the Company pursues
sustainability in all areas of its business and actively promotes
improved mineral industry practice with investors, potential
partners and government, that the Company will strive to ensure
that our projects are energy efficient and protective of the
environment, the existence of any significant potential for creating
additional shareholder value through exceptional sustainability
performance, remaining committed to doing B wb mppart tb
advocate for improved sustainability performance, the
anticipation that it would proceed with certain plans, activities or
achieve certain goals or efficiencies, assumptions related to
future economic, market or other conditions that while considered
reasonable by the Company, are inherently subject to risks and
uncertainties, including  significant  business, economic,
competitive, political and social uncertainties and contingencies.

Although Avalon has attempted to identify important factors that
could cause actual results to differ materially from those
contained in forward-looking statements, there may be other
factors that cause results not to be as anticipated, estimated or
intended. Factors that may cause actual results to differ
materially from expected results described in forward-looking
statements include, but are not limited to, market conditions, the i B -
possibility of cost overruns or unanticipated costs and expenses, - / Sl >

the impact of proposed optimizations at the D p n q b @mjécts, actual results of exploration activities, mineral reserves and mineral
resources and metallurgical recoveries, discrepancies between actual and estimated production rate, mining operational and
development risks and delays, regulatory restrictions (including environmental), activities by governmental authorities, financing delays,

joint venture or strategic alliances risks, or other risks in the mining industry; as well as those risk factors set outinthe Dpngboz !t
current Annual Information Form, Nb o b h f n Disaudsion and Analysis and other disclosure documents available under the

Dp n g b gmfilet filed with the securities regulatory authorities in all provinces and territories of Canada, other than Québec, and
available at www.sedar.com. Most of the foregoing factors are beyond B w b m phility to control or predict. There can be no assurance

that the plans, intentions or expectations upon which these forward-looking statements are based will occur. The forward-looking
statements contained herein are qualified in their entirety by this cautionary statement. Readers should not place undue reliance on the
forward looking statements, which reflect n b o b h f n plamgj éstimates, projections and views only as of the date hereof. The forward
looking statements contained herein are presented for the purpose of assisting readers in understanding the D p n q b cexpécted
sustainability performance, the D p n g b oplars tand objectives, and may not be appropriate for other purposes. Avalon does not
undertake to update any forward-looking statements that are contained herein, except in accordance with applicable securities law. All
currency in this Reportis in Canadian dollars, unless otherwise noted.
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President & CEO Message

Thank you for your interest in B wb mpld™ annual Sustainability Report. It
continues to be an interesting time with the rapidly growing interest in
establishing the critical minerals supply chains needed in new clean
technologies. It is something we have been promoting for the last 12 years that
these non-traditional mineral commodities like lithium and rare earths, needed in
clean technology, can be produced in sustainable ways using efficient new
process technologies!

Avalon has also been a leader in promoting the opportunity to create the
circular economy in the mining industry by looking at closed mine sites as
opportunities to profitably extract critical minerals from historic mine wastes,
while remediating the long term environmental liability .

""""""""""""" “’am
It has taken a long time for government to % v A S"‘-rt.,,,
finally recognize this opportunity and remove & \\ >
the barriers to access for forward -thinking ) <
junior companies like Avalon. However, it is NS =l
finally starting to get recognized as an \— R\ B\ M"”
exceptional opportunity to more rapidly % T Processing_)
establish new critical minerals supply chains in [ -
Canada. @Lf [ (\ Qu
There are many examples of closed mine sites @%,;;\

in Canada developed decades ago to produce o L )
one traditional bulk exchange-traded where the T
rock contained many other minerals that had

no value then but do today. We continue to try to re-activate the closed East Kemptville Tin mine site in
Nova Scotia, where there are some 25 million tones of wastes (generating acid mine drainage) containing
tin, indium, lithium, copper, zinc and other rare elements. Tin has become an important technology metal
now used on all electronic circuit boards and with growing demand in many other new technologies
including electric vehicles and lithium ion battery anode technologies, solar energy systems and 5G
communications .

While traditional bulk commodities like coal and base metals are still mainly produced from large scale
operations with significant environmental impacts it is important for investors to appreciate that emerging
new commodities like lithium, cesium and tantalum with relatively small but growing markets can be
produced in much more sustainable ways including starting as small, low impact quarry operations.
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President & CEO Message
(continued)

The key is defining a market for the product and then designing an efficient extraction process to recover it
at a competitive cost to meet the requirements of the end-users and scale the operation based on product
demand not just tons and grade. In many cases, especially lithium pegmatites, the wastes can be used to
generate additional by-products and production can be scaled up gradually as demand grows.

That is what Avalon has been trying to do for over 20 years and although the regulatory barriers have been
formidable, we are pleased to report that things are changing fast with growing support from government
and the investment community for establishing new critical minerals supply chains by attracting the end-
users to take advantage of our diverse mineral wealth by creating the manufacturing capacity in Canada.

With our advanced Separation Rapids Lithium Project ready to get started at a modest scale to begin serving
the rapidly growing glass-ceramics markets, we will be well positioned to transition to production of lithium
battery materials once we have an investing partner to help us establish the mid-stream processing capacity
to produce lithium hydroxide. We continue to look at Thunder Bay as an ideal location for such a facility as it
is the transportation hub for northwestern Ontario with good access to local and international markets via
the Great Lakes and St. Lawrence Seaway. We also want to make it a regional processing facility that can
purchase lithium mineral concentrates from other emerging producers from the many lithium pegmatites
that occur in northwestern Ontario. As lithium minerals can be readily recovered from pegmatites without
generating any toxic wastes, it is our vision that remote First Nation communities across Northwestern
Ontario can take advantage of the abundance of lithium pegmatites in their traditional territories to
participate directly as owners and developers in this emerging new business.

Doing this in sustainable ways while creating new economic development
opportunities for remote First Nations communities in the North remains
a key component of our business strategy.

This is now being recognized by the growing ESG (environmental, social, governance) investment
community as being compatible with their investment criteria and is opening up new doors for Avalon to
access investment capital. This new interest motivated Avalon to obtain an independent audit of its ESG
performance to secure an ESGrisk rating in 2021 from Sustainalytics, a Morningstar company.

B wb mESGrisk rating placed it in the top 5% of companies in its sector referred to as dze j wf st j ¢
n f u b. nhidXksector is mainly comprised of operating mining companies and Avalon was the first
development stage critical minerals resource company they had performed an audit on. It is gratifying to

have third party confirmation that Avalon is indeed a leader amongst junior resource companies in its
commitment to sustainable critical minerals supply chain development.

20 Years Top (5

Sustainable Practices Diversified Metals Well positioned for
ESG Risk Rating Canadian Supply Chain
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President & CEO Message
(continued)

Government policymakers here in Canada are now realizing that they will need to show visible support through
regulatory change and access to funding for these supply chains to get started here. With the focus on
climate change, it is becoming a policy priority to facilitate the transition to a world that is less reliant on
fossil fuels for its energy needs. All renewable energy, energy storage and electric vehicle technologies rely on
a diverse array of non-traditional critical minerals and rare elements that Canada has never produced
historically despite having vast untapped potential to produce them. It is all about creating more domestic
demand for elements like lithium and rare earths to encourage more private sector investment in developing
these resources. Although the bulk of this demand is in international markets both the Canadian and Ontario
governments are now making funding commitments to support both electric vehicle and battery
manufacturing getting started here.

Time is of the essence now to take advantage of the surging global demand for lithium battery materials.
Traditional mining regulations must be updated to recognize the fundamental differences in critical minerals
production that involve bulk sampling at an early stage to define the derivative product and show how it can
be produced sustainably using new extraction technologies including taking advantage of closed mine sites.

Another closed mine site Avalon has been looking at as an opportunity is the historic phosphate mine site
hosted by the Cargill Carbonatite Complex near Kapuskasing, Ontario. It was developed purely as a source of
phosphate for fertilizer products although the resource was enriched in a number of other critical minerals
that were not recovered including the rare earths and scandium. Both the tailings and waste rocks contain
exceptional concentrations of these rare elements associated with the phosphate minerals. B w b m pigioh is
to design an extraction process to recover these elements while also producing purified phosphate products
for fertilizer applications, where it is now in very high demand, and potentially also for lithium ion battery LFP
cathode materials.

While it has been nearly 25 years since | first started to see the potential for establishing new supplies of
lithium and rare earths, it looks like our time has finally come. While the western world is moving rapidly to
reduce its reliance on fossil fuels, it x p o happen overnight, and it will take a huge increase in supply of
materials like lithium before we can get there, while reducing our reliance on China as the sole source of
supply for many of these critical materials. It is all about creating the mid-stream processing capacity to
produce the derivative products and then attracting the manufacturers to establishing plants here to take
advantage of the supply.

Bwbmpo!t!tvddftt! xjmm!jotqgjsf!puifst!jo!
recognize how producing these critical minerals can be done much more efficiently
and sustainably than was done in the past for bulk exchange -traded commodities in
the traditional mining industry.

I'wouid like to end by thanking our long-time, loyal shareholders for their patience and support through the
challenging times we have endured over the past 10 years.

Thank you very much!

Donald S. Bubar
President & CEO
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Manager, ESG & Sustainability Message

For the eleventh time for Avalon, and the first for me personally, | am pleased
to welcome you to B w b m@2@22 $ustainability Report. This has been a year
of changes, the most significant being that our former VP, Sustainability, Mr.
Mark Wiseman has retired, and | have been given the opportunity to follow in
his footsteps. We are very proud of our continuing record of sustainability
reports, and this ongoing achievement.

We continue to track and report on our sustainability performance, as it has
been demonstrated continually to ourselves, stakeholders and the
communities that we work in that reporting on our sustainability performance
is beneficial. It enables us to de-risk projects, accelerate permitting timelines,
and increases support from government agencies, ESG investors and
potential customers.

Achieving sustainability at the Board, management and operational levels, largely depends on our ability to
identify and manage ESGrisks in our investments. For this reason, Avalon considers these risks key to our
corporate strategy and risk management, and has created a culture that has embedded responsible mining
practices into our identity. We take a comprehensive and committed approach to managing ESGpractices
into our planning and management of activities, prioritizing environmental, social and governance.

This report covers B wb mfiisedl year, from September 1, 2021 to August 31, 2022. Despite the ongoing
effects of the COVID19 pandemic, Avalon has remained active doing the basic research work needed to start
developing our projects that will supply the critical materials needed by Canada to sustainably achieve its
greenhouse gas reduction targets.

This theme of change is also prevalent in our industry, with the predominance of critical minerals and their
continued and growing role in the worldwide clean energy transition . They are essential components in clean
energy technologies, and the mining industry will have to adapt to producing these critical minerals in
sustainable ways with minimal environmental impacts.

Avalon aims to become a leading global supplier of sustainably -produced
lithium battery materials and other rare metals needed for renewable
energy production and storage.

Bwbmpot! ! Qmf e h fCllturp d¢f Refsgonsible Forefront of
Carbon Neutral by 2050 Mining in our DNA Energy Transition

@ Avalon Advanced Materials Inc. 2022 Sustainability Report



