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INTRODUCTION

The following management discussion and analysis  (“MD&A”)  of  the financial  condition and
results of the operations of Eagle Graphite Incorporated (“Eagle Graphite” or the “Company”)
constitutes  management’s  review  of  the  factors  that  affected  the  Company’s  financial  and
operating performance for the  nine months ended  February 28, 2021. This MD&A has been
prepared  in  compliance  with  the requirements  of  National  Instrument  51-102 –  Continuous
Disclosure Obligations and should be read in conjunction with the audited annual consolidated
financial statements of the Company for the years ended May 31, 2020 and 2019, together with
the notes thereto (the “Financial Statements”). Results are reported in Canadian dollars, unless
otherwise noted. The Company’s financial statements and the financial information contained in
this  MD&A  are  prepared  in  accordance  with  International  Financial  Reporting  Standards
(“IFRS”). The results for the periods presented are not necessarily indicative of the results that
may be expected for  any future period.  Please review the cautionary note below regarding
forward looking statements.  Information contained herein is presented as at  April 28, 2021,
unless otherwise indicated.

All of the scientific and technical information in this MD&A has been prepared or reviewed by
Mr. Torey Marshall, MSc, who is a qualified person within the meaning of National Instrument
43-101.

Additional information relevant to the Company’s activities can be found at www.sedar.com.

Cautionary Note Regarding Forward-Looking Statements

Certain  statements  contained  in  the  sections  “Mineral  Exploration  Properties”,  “Company
Outlook”  and  “Liquidity  and  Capital  Resources”  of  this  MD&A  constitute  forward-looking
statements. These statements relate to future events or the Company’s future performance,
business prospects or opportunities. All statements other than statements of historical fact may
be forward-looking statements. Forward-looking statements are often, but not always, identified
by the use of words such as “seek”, “anticipate”, “plan”, “continue”, “estimate”, “expect, “may”,
“will”, “project”, “predict”, “potential”, “targeting”, “intend”, “could”, “might”, “should”, “believe” and
similar expressions. Information concerning the interpretation of drill results, mineral resource
and  reserve estimates  and capital  cost  estimates  may also  be deemed as  forward-looking
statements as such information constitutes a prediction of what mineralization might be found to
be present and how much capital will be required if and when a project is actually developed.
These statements involve known and unknown risks, uncertainties and other factors that may
cause actual results or events to differ materially from those anticipated in such forward-looking
statements.  The Company believes that the expectations reflected in those forward-looking
statements are reasonable, but no assurance can be given that these expectations will prove to
be correct and such forward-looking statements included in this MD&A should not be unduly
relied upon.  These statements speak only  as of  the date of  this MD&A.  Actual results  and
developments are likely to differ, and may differ materially, from those expressed or implied by
the  forward-looking  statements  contained  in  this  MD&A.  Such  statements  are  based  on  a
number  of  assumptions  which  may  prove  to  be  incorrect,  including,  but  not  limited  to,
assumptions about:



• general business and economic conditions;
• the supply and demand for, deliveries of, and the level and volatility of prices of graphite;
• the availability of financing for the Company’s development project on reasonable terms;
• the ability to procure equipment and operating supplies in sufficient quantities and on a

timely basis;
• the ability to attract and retain skilled staff;
• market competition;
• the  accuracy  of  our  resource  estimate  (including,  with  respect  to  size,  grade  and

recoverability) and the geological, operational and price assumptions on which it is based;
and/or

• tax benefits and tax rates.

These  forward-looking  statements  involve  risks  and  uncertainties  relating  to,  among  other
things, changes in commodity prices, access to skilled mining development and mill production
personnel, results of exploration and development activities, the Company’s limited experience
with production and development stage mining operations, uninsured risks, regulatory changes,
defects in  title,  availability  of  materials  and equipment,  timeliness  of  government approvals,
actual  performance  of  facilities,  equipment  and  processes  relative  to  specifications  and
expectations and unanticipated environmental impacts on operations. Actual results may differ
materially from those expressed or implied by such forward-looking statements. Factors that
could cause actual results to differ materially  include,  but are not limited to, the risk factors
incorporated by reference herein. See “Risk Factors”. The Company cautions that the foregoing
list of important factors is not exhaustive. Investors and others who base themselves on the
Company's forward-looking statements should carefully consider the above factors as well as
the uncertainties they represent and the risk they entail. The Company undertakes no obligation
to  update  forward-looking  statements  if  these  beliefs,  estimates  and  opinions  or  other
circumstances should change, accept as otherwise required by applicable law. The Company
also  cautions  readers  not  to  place  undue  reliance  on  these  forward-looking  statements.
Moreover,  these  forward-looking  statements  may  not  be  suitable  for  establishing  strategic
priorities and objectives, future strategies or actions, financial objectives and projections other
than those mentioned above.

DESCRIPTION OF BUSINESS

Eagle Graphite is a graphite exploration and evaluation company with a quarry and processing
plant  located  in  British  Columbia,  Canada.  The  Company  is  a  reporting  issuer  in  British
Columbia, Alberta and Ontario and trades on the TSX Venture Exchange (“TSXV”) under the
symbol “EGA”. The head office of the Company is located at 82 Richmond Street East, Toronto,
ON M5C 1P1  and  the  registered  office  is  located  at  2100-40  King  Street  West,  Toronto,
ON M5H 3C2.

On  July  6,  2014,  Eagle  Graphite  Corporation  and  Amerix  Precious  Metals  Corporation
(“Amerix”) entered into a Letter of Intent to complete an Acquisition (“Acquisition”), which was
superseded by an Amalgamation Agreement, dated November 5, 2014.  The Acquisition was
completed on December  23,  2014 and received TSXV approval  on January 21,  2015.  The
Acquisition constituted a reverse takeover transaction within the policies  of  the TSXV.  After
completion of  the Acquisition  Amerix became the resulting issuer and changed its name to
Eagle Graphite Incorporated.



The  Company  is  in  the  business  of  mineral  exploration  and  is  actively  engaged  in  the
acquisition,  exploration  and  development  of  graphite  properties  in  British  Columbia.  The
Company owns a graphite quarry and processing plant  which has historically operated at a
throughput rate of 20 tonnes of feed per hour, a rate roughly equivalent to an annual output of
4,000  tonnes  of  high  carbon  natural  flake  graphite.  Substantially  all  of  the  efforts  of  the
Company  are  devoted  to  these  business  activities.  To  date  the  Company  has  not  earned
significant pre-production revenue and is considered to be in the exploration stage.

OVERVIEW - MINERAL EXPLORATION PROPERTIES

In  2006,  Eagle  Graphite  acquired  the  Black  Crystal  graphite  quarry  and  processing  plant,
located  3  km  south  of  Valhalla  Wilderness  Park  on  the  eastern  slope  of  the  Monashee
mountains. Since the purchase, Eagle Graphite has invested in retooling the operation.

The active 100-hectare open cast quarry area is surrounded by an additional 1,312 hectares of
undeveloped  mineral  claims.  The  processing  plant,  using  locally  generated  hydroelectricity,
incorporates a closed system recirculating filtered water supply and uses low impact purification
chemicals such as pine oil. Graphitic feed is drawn from the quarry using excavation equipment
and carried by dump truck to the processing plant. The feed consists of loose sandy material,
requiring little or no blasting.

As the only facility capable of producing flake graphite in Western Canada or the USA, and
strategically located close to the US city of  Spokane, Washington and the Canadian port  of
Vancouver, British Columbia, Eagle Graphite offers  efficient and economical shipping of high
grade material to destinations worldwide.

As at  Feb 28, 2021, the Company owned 6 (May 31, 2020 – 6) mineral tenures covering an
area of  approximately  1,412 (May 31,  2020 – 1,412)  hectares of  land near  Nelson,  British
Columbia.  Acquisition costs of the properties is $245,600 (May 31, 2020 – $245,600).

Company Outlook and Exploration Project Plans

Eagle expects to distribute graphite and by-products mined from the Black Crystal Project by
truck to refractories companies and golf courses, respectively. Eagle does not have any material
revenue.  Over  the next  12 months,  subject  to  constraints  imposed by COVID-19 mitigation
measures,  Eagle  anticipates  exploring  and  developing  the  Black  Crystal  Property.  Eagle
anticipates using quarrying and flotation methods to produce graphite. Production of graphite
will  be done by Eagle  using its leased property and plant  pursuant  to the terms of  its  four
mineral claims and two mining leases. The two mineral leases expire on June 25, 2032, with an
option to renew for an additional 30 years. The four mineral claims expire between December
31, 2021 and June 28, 2027. Eagle anticipates renewing the mineral claims in the ordinary
course prior to or upon expiry of the respective mineral claims. The annual payment terms to
maintain the mineral leases and mineral claims are subject to a payment schedule which begins
at a cost of $5 per hectare and increases up to $20 per hectare. Eagle’s mining leases and
mineral  claims as of  Nov 30,  2020 total  approximately  1,412 hectares,  and the anticipated
maximum annual cost of for Eagle’s current mineral claims and mineral leases increases from
approximately $12,000 in 2021 to approximately $20,000 in 2025. Eagle’s mineral claims and
mining leases are in  good standing as of  the date of  this  report.  The Company intends to
develop the Black Crystal project and estimates it will require approximately $440,000 to fund
the Phase II exploration work program recommended in the current National Instrument 43-101
compliant Technical Report.



Eagle’s management and employees have specialized skills and knowledge particular to the
graphite mining business  which are suitable  for  Eagle’s  current  business purposes and are
comparable to other graphite companies at the same stage as Eagle.  Eagle uses chemical
reagents, such as pine oil, and bulk bags that are readily available and can be purchased from a
number  of  wholesalers  at  standard  market  rates.  Eagle’s  business  expenses  marginally
increase in the winter due to inclement weather in the Slocan Valley, British Columbia. Over the
course of the past fiscal year Eagle had two employees on average. In response to COVID-19,
the  Company  has  laid  off  nearly  all  staff  until  such  time  as  the  industry  sector  recovers
sufficiently to justify resumption of payroll.

Upon completion  of  the development  of  the Black  Crystal  Project,  Eagle  anticipates  selling
graphite globally and selling by-products within a 200 kilometre range from the Black Crystal
Project. Eagle anticipates that graphite purchasers may become increasingly sensitive to the
potential lack of North American graphite supply and the historic reliance on Chinese graphite
producers.

During April, 2019, the Company received notice of having been selected to receive a grant of
up to $290,000 in  support  of  a 2-year  project  to  develop enhanced anode formulations  for
lithium-ion batteries. The grant is subject to the execution of a final agreement, expected by
January of 2021 but has been paused due to COVID-19 restrictions.

The graphite industry is competitive with a number of companies such as Imerys S.A., Qingdao
Hensen Graphite Co., Ltd., Syrah Resources, Nacional de Grafite Ltda. supplying the graphite
market.  Eagle  believes that  while  graphite pricing is  competitive,  Eagle has certain product
quality advantages over a number of its competitors. There is the potential for new competition
in the industry over the long-term from companies  with green field projects,  such as Northern
Graphite Corporation, Mason Graphite Inc. and Nouveau Monde Graphite.

The following table provides details of the exploration expenditures for the nine months ended
February 28, 2021 and 2020:

Nine Months Ended

February 28, 2021 February 29, 2020
Exploration and evaluation expenditures

Subcontracts $                 27,000 $                 27,500 
Labour and wages                    21,132                   45,003 
Other direct costs                    13,807                   20,444 

Permits and licenses                      1,439                     6,562 
Sample sales, net of costs                   (21,433)                  (11,785)

$                 41,945 $                 87,724 



SELECTED ANNUAL INFORMATION

The following table summarizes selected financial data for the Company for each of the last
three  fiscal  years.  The  information  set  forth  below  should  be  read  in  conjunction  with  the
May 31, 2020 and 2019 audited consolidated financial statements, prepared in accordance with
International Financial Reporting Standards (“IFRS”), and their related notes.

Years Ended
May 31, 2020 May 31, 2019 May 31, 2018

$ $ $
Revenues Nil Nil Nil
Loss and comprehensive loss (462,972) (1,015,505) (791,703)
Loss per share (0.01) (0.03) (0.02)
Total assets  489,656  519,258   1,207,983  
Working capital (deficiency) (3,789,979) (3,370,763) (171,056)
Current liabilities (3,876,841) (3,483,471) (972,622)
Total long term liabilities (135,000) (135,000) (1,851,791)
Cash dividends Nil Nil Nil

SUMMARY OF QUARTERLY RESULTS

The following table sets out certain financial information for the last twelve quarters.

Revenue Net Loss Loss Per Share

Quarters Ended $ $ $
February 28, 2021 Nil (20,344) (0.001) 
November 30, 2020 Nil 54,041  0.001  
August 31, 2020 Nil (85,062) (0.002) 
May 31, 2020 Nil (243,475) (0.006) 
February 29, 2020 Nil (116,542) (0.003) 
November 30, 2019 Nil (4,236) -  
August 31, 2019 Nil (98,719) (0.003) 
May 31, 2019 Nil (156,148) (0.020) 
February 28, 2019 Nil (51,365) (0.001) 
November 30, 2018 Nil (188,363) (0.005) 
August 31, 2018 Nil (248,004) (0.007) 
May 31, 2018 Nil (111,870) (0.006) 



RESULTS OF OPERATIONS
Statements of Loss and Comprehensive Loss For Periods Ending February 28:

The Company incurred a loss of $51,365 for the nine months ended February 28, 2021 (2020 -
$102,955).  The Company realized a one-time reimbursement of professional fees relating to
tax  returns  of  past  years  (note 18  in  Financial  Statements).  Exploration  and  evaluation
expenditures amounted to $41,495 (2020 – $87,724) as the Company had modestly decreased
intensity of exploration activities in the current period. Travel expenses of $61 (2020 - $6,898)
were decreased from the previous year due to Covid-19. Office and general of $55,847 (2020 -
$65,592) reflect modestly lower net costs of administration. Interest expense of $154,649 (2020
- $116,434) was primarily interest accruing on prepaid graphite owed to a customer (note 9 in
Financial Statements).

LIQUIDITY AND CAPITAL RESOURCES

As at  February 28, 2021, the Company had cash and cash equivalents of $136,897 (May 31,
2020 - $26,071), total current assets of $155,702 (May 31, 2020 - $86,862), and total current
liabilities of $3,973,226 (May 31, 2020 - $3,876,841), resulting in a working capital deficiency of
$3,817,524 (May 31, 2020 working capital deficiency – $3,789,979).  Current liabilities include
$77,424  (May 31,  2020  -  $77,424)  due  to  a  related  party.  During  the  nine months  ended
February  28, 2021 the  Company’s  average  monthly  cash  burn  rate,  excluding  exploration
expenditures,  interest,  amortization,  and  foreign  exchange,  was  approximately  $5,000,
compared to the prior year monthly cash burn rate of approximately $10,000. The Company
expects its monthly burn rate going forward to be a function of fund raising. The Company’s

Nine Months Ended Three Months Ended

2021 2020 2021 2020

Operating Expenses
Reimbursement of professional fees (note 18)  $   (123,116)  $        4,215  $             - 
Exploration and evaluation (note 5)         41,945         87,724          11,232        22,996 
Office and general         55,847         69,592          32,223        38,075 
Depreciation           1,562           2,817               326             939 
Marketing           5,821           2,486            4,783          2,026 
Travel               61           6,898                   -             492 
Professional fees        (12,874)         35,322         (12,874)        34,155 
Grant funding        (72,547)                  -         (72,547)                 - 
Royalty (note 16)                  -      (100,000)                   -                 - 

     (103,301)       104,839         (32,642)        98,683 
Other expenses

Interest expense  $    154,649  $    116,434  $      52,986  $     21,971 
Foreign exchange loss (gain)               17          (1,776)                   -         (4,112)

      154,666       114,658          52,986        17,859 

Loss and comprehensive loss for the period  $    (51,365)  $   (102,955)  $     (20,344)  $  (116,542)

Basic and diluted loss per share  $      (0.001)  $      (0.003)  $       (0.001)  $     (0.003)



future exploration and development programs will be a function of the Company’s ability to raise
additional capital in the future.

As  a  junior  exploration  stage  company,  Eagle  Graphite  has  traditionally  relied  on  equity
financings,  promissory notes,  and graphite  sales contract  advances to fund exploration  and
development programs and general working capital requirements.

In September 2012 the Company received a prepayment of $1,552,000 USD for delivery of
approximately 1,650 tonnes of graphite by December 31, 2013, in accordance with a customer
supply agreement (see Commitments below).

During the period from May 2014 to October 2014 Eagle raised bridge financing by issuing
notes (“Eagle Notes”) in the gross amount of $825,000. Approximately $375,000 was issued on
May 22, 2014, $100,000 on June 22, 2014 and $350,000 on October 22, 2014. Each $25,000
principal amount of the Eagle Notes was automatically converted into $28,000 of units of Eagle
(the “Eagle Note Units”) immediately prior to the completion of the Acquisition. Each Eagle Note
Unit was comprised of one Eagle common share and one-half of one Eagle warrant. A total of
1,026,667 Eagle common shares and 513,333 Eagle warrants were issued on conversion of the
Eagle Notes in connection with the Acquisition.

Concurrent  with  the  Acquisition,  Eagle  completed  a  Private  Placement  (the  “Eagle  Private
Placement”), pursuant to which the Company issued 1,961,111 units (“Eagle Units”) at a price of
$0.90 per Eagle Unit for gross proceeds of $1,765,000. Each Eagle Unit was comprised of one
Eagle common share and one half of one Eagle warrant. Each whole Eagle warrant can be
converted  into  one  Eagle  common  share  at  a  price  of  $1.35  for  a  period  of  5  years.  As
consideration for the services of the Agent in connection with the Eagle Private Placement, the
Agent was paid a commission equal to 7% of the gross proceeds, and was granted 137,278
Eagle Broker Warrants.  Each Eagle Broker Warrant entitles the Agent to purchase one Eagle
common share at a price of $0.90 per Eagle common share for a period of 24 months.

Concurrent with the Transaction, Amerix completed a private placement of flow-through shares
by issuing 1,225,556 common shares for gross proceeds of $1,103,000. As consideration for
services provided, the Agent was paid a commission equal to 7% of the gross proceeds, and
was granted 85,778 Eagle Broker Warrants.  Each Eagle Broker Warrant entitles the Agent to
purchase one Eagle common share at a price of $0.90 per Eagle common share for a period of
24 months.

On  March  12,  2015  Eagle  completed  a  private  placement  whereby  the  Company  issued
166,667 units at a price of $0.90 per unit for gross proceeds of $150,000. Each Eagle unit was
comprised of one Eagle common share and one half of one Eagle warrant. Each whole Eagle
warrant can be converted into one Eagle common share at a price of $1.35 for a period of 5
years.

On December 7, 2015 and January 14, 2016 the Company completed a private financing and
issued a total of 579,289 Units a $0.45 per unit for gross proceeds of $260,680.  Each unit
consisted of one common share and one half of one common share purchase warrant whereby
one full warrant entitles the holder to obtain one common share of the Company for $0.675 for a
period of 60 months.  In addition the Company issued a total of 111,111 flow-through common
shares for gross proceeds of $60,000.



On December 28, 2017 and January 22, 2018 the Company completed a private financing and
issued a total of 6,221,111 Units at $0.225 per unit for gross proceeds of $1,399,750. Each unit
consisted of one common share and one common share purchase warrant whereby one full
warrant entitles the holder to obtain one common share of the Company for $0.45 for a period of
60 months. In addition, the Company issued a total of 740,741 flow-through units at $0.27 per
flow-through unit for gross proceeds of $200,000. Each flow-through unit consisted of one flow-
through common shares and one half of one non flow-through common share purchase warrant
whereby one full warrant entitles the holder to obtain one common share of the Company for
$0.45 for a period of 60 months. In relation to these placements the Company issued broker
warrants to purchase an aggregate cash commission of $117,280 and issued broker warrants to
purchase an aggregate of 509,370 common shares of the Company at $0.45 per share for a
period of 60 months.

Effective May 4, 2018, the Company effected a share consolidation on the basis of one post-
consolidation Common Share for every nine pre-consolidation Common Shares. All references
to  common  shares,  common  share  options,  and  common  share  warrants  have  been  fully
retrospectively restated to reflect the consolidation.

The Company’s ability to raise additional funds and its future performance are largely tied to the
health of the financial markets and investor interest in the junior resource sector. Global capital
expenditures appear poised for an extended period of recovery, and Eagle Graphite is well
positioned to benefit from renewed demand in industrial minerals.

Although the Company has been successful to date in raising capital to fund project exploration
programs and meet working capital requirements, there can be no assurance that adequate or
sufficient funding will be available in the future on terms that are acceptable to the Company.
These circumstances indicate the existence of a material uncertainty which may cast significant
doubt as to the ability of the Company to continue as a going concern.

OUTLOOK

The capital markets are improving for resource companies, and particularly for those associated
with minerals required for lithium-ion battery production. However, attracting capital to the junior
resource space continues to be challenging. (See Liquidity and Capital Resources above).

Management  is  confident  about  the  prospects  for  its  project  and  believes  it  is  prudent  to
continue  to  move  it  forward,  subject  to  adequate  financing  being  available,  through  well
managed and modest exploration, product development and business development programs.

See  section  titled  “Overview  -  Mineral  Exploration  Properties”  for  the  Company’s  plans  to
develop its quarry and processing plant. There is no guarantee that the Company will discover a
viable mineral deposit.

OFF BALANCE SHEET ARRANGEMENTS

As of the date of this filing, the Company does not have any off-balance sheet arrangements
that  have,  or  are  reasonably  likely  to  have,  a  current  or  future  effect  upon  the  results  of
operations  or  financial  condition  of  the  Company,  including,  and  without  limitation,  such
considerations as liquidity and capital resources.



TRANSACTIONS WITH RELATED PARTIES

The Company considers key management to include the President and Chief Executive Officer,
who has the authority and responsibility for planning, directing, and controlling the activities of
the Company, and the Chief Financial Officer. Total compensation for the President and CEO
for the nine months ended February 28, 2021 was $19,376 (2020 - $Nil). Total compensation for
the CFO for the nine months ended February 28, 2021 was $Nil (2020 - $Nil).

As  at  February  28,  2021,  the  Company  owed  $77,424  (May  31,  2020  -  $77,424)  to  the
President and CEO, which bears no interest and is repayable on demand. As at February 28,
2021, the Company owed $185,128 (May 31, 2020 - $182,779) to the President and CEO for
reimbursable expenses. As at February 28, 2021, the Company owed $100,000 (May 31, 2020 -
$100,000) to the President and CEO for accrued salary. As at February 28, 2021, the Company
owed  $4,876  (May  31,  2020  -  $4,876)  to  the  controlling  shareholder  of  the  Company  for
reimbursable expenses.

CRITICAL ACCOUNTING ESTIMATES

The  preparation  of  the  financial  statements  requires  management  to  make  estimates  and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and reported amounts of expenses during the reporting period. Actual outcomes
could differ from these estimates. The financial  statements include estimates which, by their
nature, are uncertain.  The impacts of  such estimates are pervasive throughout  the  financial
statements, and may require accounting adjustments based on future occurrences. Revisions to
accounting estimates are recognized in  the period in which the estimate is revised and the
revision affects both current and future periods.

DISCLOSURE OF INTERNAL CONTROLS

Management  has  established  processes  which  are  in  place  to  provide  them  sufficient
knowledge  to  support  management  representations  that  they  have  exercised  reasonable
diligence that (i) the financial statements do not contain any untrue statement of material fact or
omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it is made, as of the date of and for the
periods presented by the financial statements; and (ii) the financial statements fairly present all
material  respects  the  financial  condition,  results  of  the  operations  and  cash  flows  of  the
Company, as of the date of and for the periods presented by the financial statements.

In  contrast  to  the  certificate  required  under  Multilateral  Instrument  52-109  Certification  of
Disclosure in Issuer and Interim Filings (MI 52-109), the Company utilizes the Venture Issuer
Basic  Certificate  which  does  not  include  representations  relating  to  the  establishment  and
maintenance of disclosure controls and procedures (DC&P) and internal control over financial
reporting (ICFR), as defined in MI 52-109. In particular, the certifying officers filing the Certificate
are not making any representations relating to the establishment and maintenance of:

i)  controls and other procedures designed to provide reasonable assurance that  information
required to be disclosed by the issuer its annual filings, interim filings or other reports filed or
submitted under securities legislation is recorded, processed, summarized and reported within
the time periods specified in securities legislation; and

ii) a process to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of  financial  statements for  external  purposes in  accordance with IFRS.  The



Company’s certifying officers are responsible for ensuring that processes are in place to provide
them with sufficient knowledge to support the representations they are making in this certificate.

Investors  should  be  aware  that  inherent  limitations  on  the  ability  of  certifying  officers  of  a
venture issuer to design and implement on a cost effective basis DC&P and ICFR as defined in
MI 52-109 may result in additional risks to the quality, reliability, transparency and timeliness of
interim and annual filings and other reports provided under securities legislation.

CHANGES IN ACCOUNTING POLICIES
The significant accounting policies are outlined in the audited financial statements for the years 
ended May 31, 2020 and 2019, unless otherwise disclosed.

New accounting standards

(i)  Effective  June  1,  2018,  the  Company  adopted  IFRS  15  Revenue  from  contracts  with
customers,  which  replaces  IAS  18  Revenue,  on  a  modified  retrospective  basis  with  the
cumulative effect of initially applying this standard recognised at the date of initial application
(June 1, 2018) and using a practical expedient available to incorporate all contract modifications
that occurred before June 1, 2018. As a result of the adoption of this standard, the Company
determined that its advances under graphite sales contract and related accrued interest (see
note 9), which were previously considered non-monetary liabilities, would be most appropriately
measured in accordance with guidance prescribed in IFRS 9 at amortized cost reflecting the
Company’s obligation to refund the advances in United States dollars if the Company does not
fulfil the obligation under the contract before the required deadline. A transition adjustment was
recorded on June 1, 2018 to adjust the principle and accrued interest for the effects of foreign
exchange. The transition adjustment on June 1, 2018 resulted in an increase in advances under
graphite sales contract of $467,278 with a corresponding increase to deficit.

(ii) IFRS 16 - Leases (“IFRS 16”) replaces IAS 17, Leases (“IAS 17”).  The new model requires the
recognition of almost all lease contracts on a lessee’s statement of financial position as a lease
liability reflecting future lease payments and a ‘right-of-use asset’ with exceptions for certain short-
term leases and leases of low-value assets.  In addition, the lease payments are required to be
presented on the statement of cash flow within operating and financing activities for the interest
and principal portions, respectively.  IFRS 16 is effective for annual periods beginning on or after
January  1,  2019,  with  early  adoption  permitted  if  IFRS  15,  Revenue  from  Contracts  with
Customers, is also applied.  Management has determined there is no impact from IFRS 16 on the
consolidated financial statements as the Company does not have any lease agreements.

CAPITAL MANAGEMENT

The capital structure of the Company consists of equity attributable to common shareholders
and  includes  share  capital  of  $9,700,881 (May 31,  2020  -  $9,700,881),  warrant  reserve  of
$753,800 (May 31, 2020 - $753,800), contributed surplus of $Nil (May 31, 2020 - $Nil), and
deficit of $14,068,231 (May 31, 2020 - $14,016,886).

When managing capital, the Company’s objective is to ensure that the Company continues as a
going concern, as well as to maintain optimal returns to shareholders and benefits for other
stakeholders. Management adjusts the capital structure as necessary in order to support the
acquisition, exploration and development of mineral properties. The Board of Directors does not
establish quantitative return on capital criteria for management, but rather relies on the expertise
of the Company’s management team to sustain the future development of the business.



The properties in which the Company currently has an interest are in the exploration stage; as
such, the Company is dependent on external financing to fund its activities. In order to carry out
the planned exploration and pay for administrative costs, the Company will spend its existing
working capital and raise additional funds as needed. The Company will continue to assess new
properties and seek to acquire an interest in additional properties if it feels there is sufficient
geologic or economic potential and if it has adequate financial resources to do so.

Management reviews its capital management approach on an ongoing basis and believes that
this approach, given the relative size of the Company, is appropriate.

There were no changes in the Company’s approach to capital management during the nine
months ended February 28, 2021.

FINANCIAL RISK FACTORS

The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk and
market  risk  including  interest  rate,  foreign  exchange  rate,  and  commodity  price  risk.  Risk
management is carried out by the Company's management team with guidance from the Audit
Committee under  policies  approved by the Board of  Directors.  The Board of  Directors also
provides regular guidance for overall risk management.

Credit Risk

Credit  risk  is  the  risk  of  loss  associated with  a counterparty’s  inability  to  fulfill  its  payment
obligations. The maximum credit exposure at February 28, 2021 is the carrying amount of cash
with a combined amount of $136,897 (May 31, 2020 - $26,071). All cash is placed with a major
Canadian financial institution.

Liquidity Risk

Liquidity risk is the risk that the Company will  encounter difficulty in meeting the obligations
associated with its financial  liabilities that are settled by delivering cash or another financial
asset.  The Company’s executives continually review the liquidity position including cash flow
forecasts to determine the forecast liquidity position and maintain appropriate liquidity levels.
The  Company  prepares  annual  expenditure  budgets,  which  are  regularly  monitored  and
updated as considered necessary.   Management  reviews to ensure the Company will  have
sufficient  funding  to  meet  required  expenditures.   Surplus  cash  is  invested  in  guaranteed
investment certificates, choosing maturities which are aligned with expected cash needs.  The
consolidated financial statements have been prepared on the basis of a going concern (note 1).

As of February 28, 2021, the Company had $943,310 (May 31, 2020 – $1,000,039) of accounts
payable  and  accrued  liabilities  due  within  12  months.  Additionally,  the  Company  could  be
required to repay the $2,952,492 advanced under the graphite sales contract if an extension is
not negotiated.



Market risk

Market  risk is  the risk that  the fair  value or  future cash flows of  a financial  instrument  will
fluctuate because of changes in market prices.

(i) Foreign exchange currency risk

The Company’s  operations  are based principally  in  Canada,  but  have minimal  exposure to
foreign exchange risk from the United States dollar, except for the advance under the graphite
sales contract, which is denominated and repayable in USD if EGC fails to deliver the specified
graphite by the deadline (note 9). A change in the USD exchange rate by 500 basis points
would result in a change in the value of the advance of approximately $101,500.

(ii) Interest rate risk

The Company is subject to cash flow interest rate risk due to fluctuations in the prevailing levels
of market interest rates.

(iii) Commodity price risk

The Company is  exposed  to commodity  price  risk.  Commodity  price  risk  is  defined as the
potential adverse impact on earnings and economic value due to commodity price movements
and volatilities. The Company closely monitors the price of graphite to determine the appropriate
course of action to be taken by the Company.

FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS

The  Company  is  not  involved  in  any  hedging  program,  nor  is  it  a  party  to  any  financial
instruments that may have an impact on its financial position.

ENVIRONMENTAL

The Company does not believe that there are any significant environmental obligations requiring
material capital outlays in the immediate future and anticipates that such obligations will only
arise  when  full-scale  development  commences.  As  the  Company’s  projects  are  still  in  the
exploration and development stage and no significant  environmental impact has occurred to
date, the Company does not currently consider that expenditures required to meet any ongoing
environmental obligations at the projects are material to its results or to the financial condition of
the Company at this time. However, these costs may become material in the future and will be
reported in the Company’s filings at that time.

DISCLOSURE OF INTERNAL CONTROLS

Management  has  established  processes  which  are  in  place  to  provide  them  sufficient
knowledge  to  support  management  representations  that  they  have  exercised  reasonable
diligence that (i) the consolidated financial statements do not contain any untrue statement of
material fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it is made, as of the date of
and for the periods presented by the consolidated financial statements; and (ii) the consolidated
financial  statements fairly present  all  material  respects the financial  condition,  results of the
operations and cash flows of the Company, as of the date of and for the periods presented by
the consolidated financial statements.



In  contrast  to  the  certificate  required  under  Multilateral  Instrument  52-109  Certification  of
Disclosure in Issuer’s Annual and Interim Filings (MI 52-109), the Company utilizes the Venture
Issuer Basic Certificate which does not include representations relating to the establishment and
maintenance of disclosure controls and procedures (DC&P) and internal control over financial
reporting (ICFR), as defined in MI 52-109. In particular, the certifying officers filing the Certificate
are not making any representations relating to the establishment and maintenance of:

i) controls  and other  procedures  designed  to provide reasonable  assurance that
information required to be disclosed by the issuer its annual filings, interim filings or
other reports filed or submitted under securities legislation is recorded, processed,
summarized and reported within the time periods specified in securities legislation;
and

ii) a process to provide reasonable assurance regarding the reliability of financial
reporting  and  the  preparation  of  financial  statements  for  external  purposes  in
accordance  with  the  issuer’s  GAAP.  The  Company’s  certifying  officers  are
responsible for ensuring that processes are in place to provide them with sufficient
knowledge to support the representations they are making in this certificate.

Investors  should  be  aware  that  inherent  limitations  on  the  ability  of  certifying  officers  of  a
venture issuer to design and implement on a cost effective basis DC&P and ICFR as defined in
MI 52-109 may result in additional risks to the quality, reliability, transparency and timeliness of
interim and annual filings and other reports provided under securities legislation.

OTHER MD&A REQUIREMENTS

Share Capital Shares  Amount
# $

Balance, May 31, 2019 and February 29, 2020 and 
May 31, 2020 and February 28, 2021

37,845,751 9,700,881

Warrants Warrants
 #  

Balance, May 31, 2019 and February 29, 2020 8,678,075
    Expired during the period (1,577,222)

Balance, May 31, 2020 and February 28, 2021 7,100,852

Stock Options Options
 #  

Balance,  May  31,  2019  and  February  29,  2020  and
May 31, 2020 and February 28, 2021

Nil

Fully Diluted as at   February 28  , 2021   and   April 28  , 202  1  Shares
 #  

Share Capital 37,845,751
Warrants 7,100,852

Options Nil

Total 44,946,603

  



COMMITMENTS AND CONTINGENCIES

Advances under graphite sales contract

The  Company  received  an  advance  for  delivery  of  graphite  by  December  31,  2013.  The
Company  has  not  delivered  the graphite  and  has  entered  into  a  series  of  extensions  and
forbearance agreements, the most recent of which was on January 16, 2020. The advance
bears interest at 10% per annum and was repayable on December 31, 2020. EGC has assigned
to  the  counterparty  a  first  ranking  security  interest  and  charge  in  and  to  all  assets  and
undertakings of EGC. Negotiations are underway to extend deadlines or otherwise restructure
the obligation.

Royalty

A royalty of 0.25% of net proceeds of production of minerals and by-products from the Black
Crystal project is owed to a group of ten royalty holders. The holders group includes 3 insiders
of the Company who in aggregate account for 31% of the total royalty amount. The royalty was
agreed in lieu of interest that otherwise would have been owing on a series of promissory notes
maturing in May of 2014.

Term Loan

In April 2020, the Company applied and qualified for a $40,000 term loan from the Government
of Canada under the Canada Emergency Business Account (CEBA) program. 25% of the loan
is forgivable if repaid by December 31, 2022. The loan accrues no interest until December 31,
2022, and thereafter converts to a 3-year term loan with a 5% annual interest rate. Any portion
of the loan is repayable without penalty at any time prior to December 31, 2025.

In December 2020, the Company applied and qualified for an additional $20,000 in term loan
from the Government  of  Canada  under  the Canada  Emergency Business  Account  (CEBA)
program (note 17 in Financial Statements). 50% of the additional loan is forgivable if repaid by
December  31,  2022.  The loan accrues no interest  until  December 31,  2022,  and thereafter
converts  to  a  3-year  term loan  with  a  5% annual  interest  rate.  Any  portion  of  the  loan  is
repayable without penalty at any time prior to December 31, 2025. The total CEBA loan amount
stands at $60,000 with $20,000 forgivable if repaid by December 31, 2022.

SUBSEQUENT EVENTS

No subsequent events to report.

RISK FACTORS

The  Company  is  in  the  business  of  acquiring,  exploring,  developing  and  exploiting  natural
resource properties, currently in British Columbia. Due to the nature of the Company’s business
and the present stage of exploration and development of its mineral properties the following risk
factors, among others, will apply:

Resource Exploration and Development is Generally a Speculative Business:  Resource
exploration  and development  is  a  speculative  business  and involves  a high degree of  risk,
including, among other things, unprofitable efforts resulting not only from the failure to discover
mineral deposits but from finding mineral deposits which, though present, are insufficient in size



to return a profit from production. The marketability of natural resources that may be acquired or
discovered by the Company will  be affected by numerous factors beyond the control  of  the
Company.  These  factors  include  market  fluctuations,  the  proximity  and  capacity  of  natural
resource  markets,  government  regulations,  including  regulations  relating  to  prices,  taxes,
royalties, land use, importing and exporting of minerals and environmental protection. The exact
effect of these factors cannot be accurately predicted, but the combination of these factors may
result  in  the Company not  receiving an adequate return on invested capital.  There are no
known reserves on any of the Company’s properties. The vast majority of exploration
projects  do  not  result  in  the  discovery  of  commercially  mineable  deposits  of  ore.
Substantial expenditures are required to establish ore reserves through drilling and metallurgical
and other testing techniques, determine metal content and metallurgical recovery processes to
extract metal from the ore, and construct, renovate or expand mining and processing facilities.
No assurance can be given that any level of recovery of ore reserves will be realized or that any
identified mineral deposit, even if it is established to contain an estimated resource, will ever
qualify as a commercial mineable ore body which can be legally and economically exploited.
The  great  majority  of  exploration  projects  do  not  result  in  the  discovery  of  commercially
mineable deposits of ore.

Fluctuation  of  Mineral  Prices:  Even  if  commercial  quantities  of  mineral  deposits  are
discovered by the Company, there is no guarantee that a profitable market will exist for the sale
of  the  minerals  produced.  Factors  beyond  the  control  of  the  Company  may  affect  the
marketability  of  any  substances  discovered.  The  prices  of  various  industrial  minerals  have
experienced significant movement over short periods of time, and are affected by numerous
factors beyond the control of the Company, including international economic and political trends,
expectations of inflation, currency exchange fluctuations, interest rates and global or regional
consumption patterns, speculative activities and increased production due to improved mining
and production methods. The supply of and demand for metals are affected by various factors,
including political events, economic conditions and production costs in major producing regions.
There can be no assurance that  the price of  any commodities will  be such that  any of the
properties in which the Company has, or has the right to acquire, an interest may be mined at a
profit.

Pandemic: COVID-19 and the global response to the pandemic has generated steep economic
downturns,  widespread  supply  disruptions,  overall  demand  destruction  and  intensified
uncertainties. It is impossible to confidently predict the depth and duration of these effects on
the Company and entities with whom the Company transacts.

General economic conditions:  The recent unprecedented events in global financial markets
have had a profound impact on the global economy. Many industries are impacted by these
market conditions.  Some of the key potential  impacts of the current financial  market turmoil
include contraction in credit markets resulting in a widening of credit risk, devaluations and high
volatility in global equity, commodity, foreign exchange markets, and a lack of market liquidity. A
continued  or  worsened  slowdown  in  the  financial  markets  or  other  economic  conditions,
including  but  not  limited  to,  consumer  spending,  employment  rates,  business  conditions,
inflation, fuel and energy costs, consumer debt levels, lack of available credit, the state of the
financial markets, interest rates, and tax rates may adversely affect the Company’s growth and
profitability. Specifically:

• the  volatility  of  industrial  mineral prices  may  impact  the  Company’s  potential  future
revenues, profits and cash flow



• volatile energy prices, commodity and consumables prices and currency exchange rates
impact potential production costs

• the  devaluation  and  volatility  of  global  stock  markets  impacts  the  valuation  of  the
Company’s  common shares,  which may impact  the Company’s  ability  to  raise funds
through the issuance of equity securities

These factors could have a material adverse effect on the Company’s financial condition and
results of operations.

Share Price Volatility:  Worldwide securities markets, particularly those in the United States
and Canada, have been experiencing a high level of price and volume volatility, and the market
price of securities of many companies, particularly those considered exploration or development
stage  companies,  have  experienced  unprecedented  declines  in  price  which  have  not
necessarily been related to the operating performance, underlying asset values or prospects of
such companies. Most significantly, the share prices of junior natural resource companies have
experienced an unprecedented decline in value and there has been a significant decline in the
number  of  buyers  willing  to  purchase  such  securities.  In  addition,  significantly  higher
redemptions by holders of mutual funds has forced many of such funds to sell such securities at
any price.  As a consequence, despite the Company’s past success in securing equity
financing, market forces may render it difficult or impossible for the Company to secure
places to purchase new share issues at a price which will not lead to severe dilution to
existing shareholders, or at all.

Therefore, there can be no assurance that significant fluctuations in the price of the Company’s
common shares will not occur, or that such fluctuations will not materially adversely impact on
the  Company’s  ability  to  raise  equity  funding  without  significant  dilution  to  its  existing
shareholders, or at all.

Financing Risks: The Company has limited financial resources, has no source of operating
cash  flow  and  has  no  assurance  that  additional  funding  will  be  available  to  it  for  further
exploration  and  development  of  its  projects  or  to  fulfill  its  obligations  under  any  applicable
agreements.  Although  the Company has been successful  in  the past  in  obtaining  financing
through the sale of equity securities, there can be no assurance that it will be able to obtain
adequate financing in the future or that the terms of such financing will be favorable. Failure to
obtain  such  additional  financing  could  result  in  delay  or  indefinite  postponement  of  further
exploration and development of its projects with the possible loss of such properties.

Insufficient Financial Resources: The Company does not presently have sufficient financial
resources  to  undertake  by  itself  the  acquisition,  exploration  and  development  of  all  of  its
planned acquisition, exploration and development programs. Future property acquisitions and
the development of the Company’s properties will therefore depend upon the Company’s ability
to obtain financing through the joint venturing of projects, private placement financing, public
financing,  short  or  long  term  borrowings  or  other  means.  There  is  no  assurance  that  the
Company will  be successful in obtaining the required financing. Failure to raise the required
funds could result  in the Company losing,  or being required to dispose of,  its interest in its
properties.

Dilution to the Company’s existing shareholders: The Company will require additional equity
financing to be raised in the future. The Company may issue securities at less than favorable
terms to raise sufficient capital to fund its business plan. Any transaction involving the issuance



of  equity  securities  or  securities  convertible  into  common  shares  would  result  in  dilution,
possibly substantial, to present and prospective holders of common shares.

Increased costs: Management anticipates that costs at the Company’s projects will frequently
be subject to variation from one year to the next due to a number of factors, such as the results
of ongoing exploration activities (positive or negative), changes in the nature of mineralization
encountered, and revisions to exploration programs, if  any, in response to the foregoing.  In
addition,  exploration  program costs  are  affected by  the price  of  commodities  such as  fuel,
rubber and electricity and the availability (or otherwise) of consultants and drilling contractors.
Increases in the prices of such commodities or a scarcity of consultants or drilling contractors
could render the costs of exploration programs to increase significantly over those budgeted. A
material increase in costs for any significant exploration programs could have a significant effect
on the Company’s operating funds and ability to continue its planned exploration programs.

Mining  Industry  is  Intensely  Competitive:  The  Company’s  business  of  the  acquisition,
exploration and development of mineral properties is intensely competitive. The Company may
be at  a competitive  disadvantage  in  acquiring  additional  mining properties  because it  must
compete with other individuals and companies, many of which have greater financial resources,
operational  experience  and  technical  capabilities  than  the Company.  Increased  competition
could  adversely  affect  the Company’s  ability  to  attract  necessary  capital  funding or  acquire
suitable producing properties or prospects for mineral exploration in the future.

Permits and Licenses: The operations of the Company will require licenses and permits from
various governmental authorities. There can be no assurance that the Company will be able to
obtain  all  necessary  licenses  and  permits  that  may  be  required  to  carry  out  exploration,
development and mining operations at its projects, on reasonable terms or at all. Delays or a
failure to obtain such licenses and permits, or a failure to comply with the terms of any such
licenses and permits that the Company does obtain could have a material adverse effect on the
Company.

Government Regulation: Any exploration, development, or mining operations carried on by the
Company will be subject to government legislation, policies and controls relating to prospecting,
development,  production,  environmental  protection,  mining  taxes  and  labour  standards.  In
addition, the profitability of any mining prospect is affected by the market for precious and/or
base  metals  which  is  influenced  by  many  factors  including  changing  production  costs,  the
supply  and  demand  for  metals,  the  rate  of  inflation,  the  inventory  of  metal  producing
corporations, the political environment and changes in international investment patterns.

Environmental  Restrictions:  The  activities  of  the  Company  are  subject  to  environmental
regulations  promulgated  by  government  agencies  in  different  countries  from  time  to  time.
Environmental legislation generally provides for restrictions and prohibitions on spills, releases
or  emissions  into  the  air,  discharges  into  water,  management  of  waste,  management  of
hazardous substances, protection of natural resources, antiquities and endangered species and
reclamation of lands disturbed by mining operations. Certain types of operations require the
submission and approval  of  environmental  impact  assessments.  Environmental  legislation  is
evolving in a manner which means stricter standards, and enforcement. Fines and penalties for
noncompliance are more stringent.  Environmental assessments of proposed projects carry a
heightened degree of responsibility for companies and directors, officers and employees. The
cost  of  compliance with changes in  governmental regulations has a potential  to reduce the
profitability of operations.



Foreign Countries and Political Risk: All of the mineral properties held by the Company are
located in Canada, where mineral exploration and mining activities may be affected in varying
degrees by changes in government regulations such as tax laws, business laws, environmental
laws  and  mining  laws,  affecting  the  Company’s  business  in  that  country.  Any  changes  in
regulations or  shifts in political  conditions are beyond the control  of  the Company and may
adversely affect its business, or if  significant enough, may make it impossible to continue to
operate  in  the  country.  Operations  may  be  affected  in  varying  degrees  by  government
regulations  with  respect  to  restrictions  on  production,  price  controls,  foreign  exchange
restrictions,  export  controls,  income  taxes,  and  expropriation  of  property,  environmental
legislation and mine safety.

Dependence Upon Others and Key Personnel: The success of the Company’s operations will
depend upon numerous factors, many of which are beyond the Company’s control, including (i)
the ability to design and carry out appropriate exploration programs on its mineral properties; (ii)
the ability to produce minerals from any mineral deposits that may be located; (iii) the ability to
attract  and retain additional  key personnel in exploration,  marketing,  mine development and
finance; and (iv) the ability and the operating resources to develop and maintain the properties
held by the Company. These and other factors will require the use of outside suppliers as well
as the talents and efforts of the Company and its consultants and employees. There can be no
assurance of success with any or all of these factors on which the Company’s operations will
depend,  or  that  the  Company  will  be  successful  in  finding  and  retaining  the  necessary
employees,  personnel  and/or consultants in order to be able to successfully  carry out  such
activities.

Surface Rights and Access: Although the Company acquires the rights to some or all of the
minerals in the ground subject to the tenures that it acquires, or has a right to acquire, in most
cases it  does not  thereby acquire  any rights  to,  or  ownership  of,  the surface to  the areas
covered by its mineral tenures. In such cases, applicable mining laws usually provide for rights
of  access  to  the  surface  for  the  purpose  of  carrying  on  mining  activities,  however,  the
enforcement of such rights through the applicable courts can be costly and time consuming. In
areas where there are no existing surface rights holders, this does not usually cause a problem,
as there are no impediments to surface access.

However,  in  areas where there are local  populations  or  land owners,  it  is  necessary,  as a
practical matter, to negotiate surface access. There can be no guarantee that, despite having
the  right  at  law  to  access  the  surface  and  carry  on  exploration  and  mining  activities,  the
Company  will  be  able  to  negotiate  a  satisfactory  agreement  with  any  such  existing
landowners/occupiers  for  such access,  and therefore  it  may be unable  to carry  out  mining
activities. In addition, in circumstances where such access is denied, or no agreement can be
reached, the Company may need to rely on the assistance of local officials or the courts in such
jurisdiction. The Company has not, to date, experienced any problems in gaining access to any
of its properties.

Title Matters: Although the Company has taken steps to verify the title to the mineral properties
in which it has or has a right to acquire an interest in accordance with industry standards for the
current stage of exploration of such properties, these procedures do not guarantee title (whether
of the Company or of any underlying vendor(s) from whom the Company may be acquiring its
interest).  Title  to  mineral  properties  may  be  subject  to  unregistered  prior  agreements  or
transfers, and may also be affected by undetected defects or the rights of indigenous peoples.



The  Company  has  investigated  title  to  all  of  its  mineral  properties  and,  to  the  best  of  its
knowledge, title to all of its properties for which titles have been issued are in good standing.

Exploration and Mining Risks: Fires, power outages, labour disruptions, flooding, explosions,
cave-ins, landslides and the inability to obtain suitable or adequate machinery, equipment or
labour  are  other  risks  involved  in  the  operation  of  mines  and  the  conduct  of  exploration
programs.  Substantial  expenditures  are  required  to  establish  reserves  through  drilling,  to
develop  metallurgical  processes,  to  develop  the  mining  and  processing  facilities  and
infrastructure at any site chosen for mining. Although substantial benefits may be derived from
the discovery of a major mineralized deposit, no assurance can be given that minerals will be
discovered in sufficient  quantities to justify commercial  operations or  that funds required for
development  can  be  obtained  on  a  timely  basis.  The  economics  of  developing  mineral
properties is affected by many factors including the cost of operations, variations of the grade of
ore mined,  fluctuations in the price of  gold or other minerals produced,  costs of  processing
equipment and other factors such as government regulations, including regulations relating to
royalties,  allowable  production,  importing  and  exporting  of  minerals  and  environmental
protection.  In  addition,  the  grade  of  mineralization  ultimately  mined  may  differ  from  that
indicated by drilling results and such differences could be material. Short term factors, such as
the need for orderly development of ore bodies or the processing of new or different grades,
may have an adverse effect on mining operations and on the results of operations. There can
be no assurance that minerals recovered in small scale laboratory tests will be duplicated in
large scale tests under on-site conditions or in production scale operations. Material changes in
geological resources, grades, stripping ratios or recovery rates may affect the economic viability
of projects.

Regulatory Requirements: The activities of the Company are subject to extensive regulations
governing various matters, including environmental protection, management and use of toxic
substances  and  explosives,  management  of  natural  resources,  exploration,  development  of
mines, production and post-closure reclamation, exports,  price controls,  taxation,  regulations
concerning business dealings with indigenous peoples, labour standards on occupational health
and safety, including mine safety, and historic and cultural preservation. Failure to comply with
applicable laws and regulations may result in civil or criminal fines or penalties, enforcement
actions  thereunder,  including  orders  issued  by  regulatory  or  judicial  authorities  causing
operations  to  cease or  be curtailed,  and may include  corrective  measures  requiring  capital
expenditures, installation of additional equipment, or remedial actions, any of which could result
in  the  Company  incurring  significant  expenditures.  The  Company  may  also  be  required  to
compensate those suffering loss or damage by reason of a breach of such laws, regulations or
permitting requirements. It is also possible that future laws and regulations, or more stringent
enforcement of current laws and regulations by governmental authorities, could cause additional
expense, capital expenditures, restrictions on or suspension of the Company’s operations and
delays in the exploration and development of the Company’s properties.

Limited Experience with Development-Stage Mining Operations:  The Company has very
limited experience in placing mineral resource properties into production, and its ability to do so
will be dependent upon using the services of appropriately experienced personnel or entering
into agreements with other major resource companies that can provide such expertise. There
can be no assurance that the Company will have available to it the necessary expertise when
and if it places its resource properties into production.



Uncertainty  of  Resource  Estimates/Reserves:  Unless  otherwise  indicated,  mineralization
figures presented in the Company’s filings with securities regulatory authorities, press releases
and other public statements that may be made from time to time are based upon estimates
made by Company personnel and independent geologists. These estimates are imprecise and
depend  upon  geological  interpretation  and  statistical  inferences  drawn  from  drilling  and
sampling analysis, which may prove to be unreliable. There can be no assurance that:

• these estimates will be accurate;

• reserves, resource or other mineralization figures will be accurate; or

• this mineralization could be mined or processed profitably.

Because the Company has not commenced commercial production at any of its properties, and
has  not  defined  or  delineated  any  proven  or  probable  reserves  on  any  of  its  properties,
mineralization estimates for the Company’s properties may require adjustments or downward
revisions based upon further exploration or development work or actual production experience.
In addition, the grade of ore ultimately mined may differ from that indicated by drilling results.
There can be no assurance that minerals recovered in small-scale tests will be duplicated in
large-scale  tests  under  on-site  conditions  or  in  production  scale.  The  resource  estimates
contained in the Company’s  filings with securities regulatory authorities,  press releases and
other public statements that may be made from time to time have been determined and valued
based on assumed future  prices,  cut-off  grades and operating  costs that  may prove to  be
inaccurate.

Extended  declines  in  market  prices  for  graphite  may  render  portions  of  the  Company’s
mineralization  uneconomic  and  result  in  reduced  reported  mineralization.  Any  material
reductions  in  estimates  of  mineralization,  or  of  the  Company’s  ability  to  extract  this
mineralization, could have a material adverse effect on the Company’s results of operations or
financial  condition.  The  Company  has  not  established  the  presence  of  any  proven  or
probable  reserves  at  any  of  its  mineral  properties.  There  can  be  no  assurance  that
subsequent testing or future studies will establish any proven or probable reserves at
the Company’s properties. The failure to establish proven or probable reserves could
restrict  the  Company’s  ability  to  successfully  implement  its  strategies  for  long-term
growth.

No Assurance of Profitability: The Company has no history of earnings and, due to the nature
of  its  business  there  can  be  no  assurance  that  the  Company  will  ever  be  profitable.  The
Company has not paid dividends on its shares since incorporation and does not anticipate doing
so in the foreseeable future. The only present source of funds available to the Company is from
the sale of its common shares or, possibly, from the sale or optioning of a portion of its interest
in its mineral properties. Even if the results of exploration are encouraging, the Company may
not have sufficient funds to conduct the further exploration that may be necessary to determine
whether  or  not  a  commercially  mineable  deposit  exists.  While  the  Company  may generate
additional  working  capital  through  further  equity  offerings  or  through  the  sale  or  possible
syndication of its properties, there can be no assurance that any such funds will be available on
favorable terms, or at all. At present, it is impossible to determine what amounts of additional
funds, if any, may be required. Failure to raise such additional capital could put the continued
viability of the Company at risk.



Uninsured or  Uninsurable Risks:  Exploration,  development  and mining operations involve
various hazards, including environmental hazards, industrial accidents, metallurgical and other
processing  problems,  unusual  or  unexpected  rock  formations,  structural  cave-ins  or  slides,
flooding, fires, metal losses and periodic interruptions due to inclement or hazardous weather
conditions. These risks could result in damage to or destruction of mineral properties, facilities
or other property, personal injury, environmental damage, delays in operations, increased cost
of operations, monetary losses and possible legal liability. The Company may not be able to
obtain insurance to cover these risks at economically feasible premiums or at all. The Company
may elect not to insure where premium costs are disproportionate to the Company’s perception
of the relevant risks. The payment of such insurance premiums and of such liabilities would
reduce the funds available for exploration and production activities.

Conflict of Interests: Certain of the directors and officers of the Company may, from time to
time,  become  directors  or  officers  of,  or  have  significant  shareholdings  in,  other  mineral
resource companies and, to the extent that such other companies may participate in ventures in
which the Company may participate or may wish to participate, the directors and officers of the
Company may have a conflict of interest in negotiating and concluding terms respecting the
extent of such participation. Such other companies may also compete with the Company for the
acquisition of mineral property rights.

In the event that any such conflict of interest arises, a director or officer who has such a conflict
will disclose the conflict to a meeting of the directors of the Company and, if the conflict involves
a director, the director will abstain from voting for or against the approval of such a participation
or  such  terms.  In  appropriate  cases,  the  Company  will  establish  a  special  committee  of
independent directors to review a matter in which several directors, or management, may have
a conflict. From time to time, several companies may participate in the acquisition, exploration
and development  of  natural  resource properties thereby allowing their  participation  in  larger
programs,  permitting  involvement  in  a  greater  number  of  programs  and  reducing  financial
exposure in respect of any one program.

It  may also  occur  that  a  particular  company will  assign all  or  a  portion  of  its  interest  in  a
particular program to another of these companies due to the financial position of the company
making the assignment. The directors and officers of the Company are required to act honestly
and in good faith, with a view to the best interests of the Company.

In determining whether or  not  the Company will  participate in  a particular  program and the
interest therein to be acquired by it, the directors will primarily consider the potential benefits to
the Company,  the  degree of  risk to which the Company may be exposed and its  financial
position at that time.


