Michael S. (Mickey) Fulp
M.Sc., C.P.G.

MercenaryGeologist.com
contact@mercenarygeologist.com

Mercenary Musing: Three Sharp Pencils in the Graphite Game
A Monday Morning Musing from Mickey the Mercenary Geologist
Contact@MercenaryGeologist.com
November 26 2012

| alwaystry to get in earlyona newarea or commodity playf | & m n o t, thenlwill simplykchpose
notto play. Obviouslyl miss some opportunities with this conservative philosophy but, as a contrarian, |
refuse to follow the sheeple.

Let 6s thHeseweluniar tesoucebubbles that havielown up ad burst since 2008 wo attracied
my speculative dollars: REEs atigk preFukushima tanium boom. Ignoredthe following
Saskatchewan coal, potasikhilm, Colombiaand theYukon.

It appears thatrgphite isnextin line for a commodity boormThe marketis driven by increasingemand

from traditional applicationsiewtechnologyusesandC h i na 6 s 7 5sUpplg, dsrdepletmgg o f

reserves, and efforts tmnsolidate operations angstrict exports to the industiizéd world.These

factors led tayraphiteprices going parabolic from 2022012 Despite 20126s price feé

economy slowed, graphite still selling atmore than doublés early 2007 pricand has stabilized

recently.In fact,I  d thinkdhis play is over:
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| wasfirst introduced to the suppand demandundamentals of graphite and a poteihtitdoming
shortageover two yearagoby one of my dedicated subscribers lire tChicago a@® Tom Hartels a lay
investor who quickly leared to do his own due diligenaed has becomesavvy speculator in the jior
resourcesector

So when Tomhas an idea, Idten. In the falbf 2010, heasked me abouhe commodity andoon

thereafter introduced me &mopportunity inwhat is nowNorthern Graphite Corp (NGC.V). Knowing

little about graphite at théne, | researched the commodity and the compamg,declined the offeMy
rejectonhad litttde o do wi th the companyds shar,Ontaibructur e,
project.

It was mainly becausésipredecessdrad anOTCBB listing and the corporate presentatloeceiveddid
not indicate duturelisting onthe Torontoventure Exchangd=o |l ks, | donodot Ido the bu
hindsight, | missed a greapportunity

Alsoaroundthat time | came across another graphite plgcus Graphitelncé& (FMS.V) Lac Knife
projectin northernQuebecl reviewed the company, met with the CEO, atitnatelypassed on the
oppotunity becausés mainfocusat the timewvasasa graphen®&D company Again, ths was another
onemissed;FMS stockwentup overl000%from the time of my first evaluatioio a spikefive months
later.

In earlyQ22011,these two companies remained the drdyontclistedjunior resource companies
dedicated to graphite space.

Meanwhile, my search forgraphite developer continued. In the early sprisfdast year | was
approached by a couple géologists and alerted socapital pool companyat was acquiring their

option ona mothballedyraphite minen SwedenFinally | hadfound theearly-on deal that met my
investmentriteria(Mercenary Musing, December 152008 andspeculative dollars were committed in
August2011 In early 2012 thiscompany morphed intBlinders Resourced td (FDR.V); it has been a
very good speculation for me.

By late 2011, there was a buzz on Howe and Bage® aboutthe graphitegameand peculators were
starting to stirFor a brief whildt seemedevery snake, sharkharlatan and shysteoccupyingan office
within sailing distance of Coal Harbor was floating a graphite play. From just two companies in mid
2011, there were over 40 listed v Toronto Exchanges a year latEhen came thdownside of the
price parabolandthe numerouslohnnycomelateliesarenow left holding the bagdor taxloss seasan

That saidthethreepublic companiegsliscussedlaove remairsharppencils in graphite space. There are a
handful of others with recent geologicédabveries buat this stagepnly a couple cabeclassified as
potentiallyadvanced exploreiw developers

Over the course of the late summer and early fadlued the flagship properties of Flinders Resources,
Focus Graphite, and Northern Graphite and repothese visitherein

My first stop was i nlOO&ewnedVaxha gaphie propect. ThisgfulyF1 i nder s 6
permitted and financed mining projéstiocated in central Sweden about 300 km northwest of

Stockholm It encompassdsur graphite deposits including the Krglgnine which prodiced graphite

from 19972001 In addition, the company owns concessions cages0 km of strike length of a

favorable geological horizon with makypowngraphite occurrences arggophysical targe@waiting

exploration
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| toured the poject inAugust in thecompany of CEO Martin McFarlanprocess engineer Don
Petterssonconsulting geologist Laf3ahlenborg generaimanagefolke Soderstrom. @ice manager
Astrid Soderstronprovided logistical suppart
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Woxna Graphite Project, Sweden

H e rs a photo of geologist LaBahlenborgand yours truly at the Kringel pit, which is expectethé¢o
completely dewatered lilie end of Q1 2018nd available for development aexbploitation




Flinders drilled deline&n and exploration core holes throughout the spring and summer to successfully
qualify and expand a previoumsstoric resourceCurrently Kringelhas a 43101 measured and indicated
resource of 2.6 million tonnes grading 10.5% graphitic caaban0% cunff gradethat is open to
expansioralong strike and at deptihhe photo below shows a higjnade zone of graphitic schist:
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Graphite-bearing Core from the Kringel Deposit

As part ofproject remediation, Flindetgscleaned up, Hbaggedand soldow-gradeore stockpilesto
its previous European customersis effort generated minor cash flow to thodfers but more
importantly,re-established relationships with pastyers of Woxna Graphite.

One Tonne Bags of Graphite Ready foShipment to Customers

In recent news, Flinders appointed Londmsed GBM Engineering to complete a process flow sheet,
design, and refurbishment of the existing mill and concentration plant. It is progressing with mine



de-watering,tailings dam remediatiomnd procurement of mining and processing equipment.

CEO McFarlaneecently provided guidanckat thecompany is withirts budget and timeline to achieve
commercial productioat an annualized 1300 tonnes of graphite in @f 2014. | expect th&ringel
deposit to be a robustly economic graphite mitians for expanei are expected after the fipgtase of
production is achieved

My second tour wale0%awnedrao Knifesiep&it ia mottherh @uébec. llasated
about30 km southwest of Labrador Citgndis accessible viaighway and 32 km of unimproved dirt
road.Themain provincialpowerline is located five km from thsite, and a public railway is 30 km away
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Lac Knife Project, Quebec

| was accompanied on the visit by CEO Gary Economawodompanygeolaists DirectorMarc-

Andre Bernier an@enoit LaFrance Her e6s a phot o of Quebeebdasedur gr oup,

analysts and the aforementioned company personnel:

Lac Knife Tour, September 2012



We first examined an outcrop that was stripped to obsairiacesample for metallurgical testing:
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Lac Knife High-Grade Graphite Outcrop

Otherstopsincluded the core shed foxamination of recently drilled core, a currexiplorationdrill site,
and large diameter core to be udedadditionalmetallurgicaland process tests
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Graphite-bearing Core for Metallurgical Testing

Graphitewas discoveredt Lac Knife in 1959 and the project wagplored andlevelopedy various
entitieswith a feasibility study in 199By Graftech InternationalFocus acquired the project in 2010 from
lamgold.Lac Knife hostsa qualifiedindicatedresource o#.9 million tonnes grading 15.8% graphitic
carton and an inferred resource3® million tonnes at 15.6% graphite, both at a cutoff grade of 5.0%.

A recent preliminary economic analysisidieda 2Gyearopenpit mining operatiorwith a strip ratio of
1.1:1,15.6% had gradeand91 % recoveryProduction of 46,600 tonnes of gréghper annum had



total capital cost of $15#illion (including working capital and contingenafnd$435per tonnamilled
operating costThese estimatagve a préax NPV of $246 million and 32% IRBta 10% discount rate.
Focus Graphiteurrenty projectsinitial productionin Q2 2014 FMS has $20 million in cash and will
require project financing in the near future to meet its timeline.

My third projecttourwaNor t her n Gr a p hGreekeprojeatocaed 190 khieastsobENorth
Bay, Ontaricand17 km from the Tran€anada highwagnda natwal gas pipeline

Toronto

Bissett Creek Graphite Project, Ontario

Nort her n Gr a DbnBaxtedtvwas yrouegsideidrehe tlay Consulting geologistliehmet
Tanner wapresentat the project site to show me outcrops, current drilling, and core.

Don Baxter and Mehmet Tanner at Old Test Mining Pit



Bissett Creek is a shallowlipping,tabularore body that crops out or is covered by a thirotir a
broadarea, and thus is amenable to reserve expansibiittle increase in strip ratio:

Graphite-bearing Outcrop

It is entirely composed of flake graphite with a significant portion in the large to jumbo category:

Very Large Flake Bissett CreekGraphite

Northern Graphite tabtea bankabléeasibility studyin July. It is based on23-year mine life, ampen
pit probable eserve of 18.9 million tonnes ©f89% graphitic carboat a cutoff ofl.2%, strip ratio of
0.5:1, praeessing of 260 tonnes per dag4.7%recovery, and annual production of 19,000 tonnes of
graphite for the first five year€apital costs are $103 million, and {#&mine operating costs are $968



