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This Management Discussion and Analysis is dated November 25, 2024. 
 

Gratomic Inc. (hereafter the “Company” or “Gratomic”), was incorporated under the Business Corporations 

Act (Ontario), R.S.O. 1990, on February 27, 2007, and is listed on the TSX Venture Exchange, OTCQX and 

Frankfurt exchanges (TSX-V: GRAT) (OTCQX: CBULF) (FRANKFURT: CB82). The Company’s 

corporate office is located at Bay Adelaide Centre - East Tower, 22 Adelaide Street West, Suite 3600, 

Toronto, Ontario M5H 4E3. The Company is a junior resource company engaged in the acquisition, 

exploration and development of mineral properties located in Namibia, Brazil, and Canada. 

 

The following is the management discussion and analysis (“MD&A”) of the financial condition, changes in 

financial condition, and results of operations of Gratomic for the nine months ended September, 30 2024.  

The MD&A should be read in conjunction with the Company’s interim unaudited condensed consolidated 

financial statements for the nine months ended September 30, 2024 (www.sedarplus.ca), which have been 

prepared using accounting policies consistent with IFRS Accounting Standards (“IFRS”) as issued by the 

International Accounting Standards Board (“IASB”) and the Company’s management discussion and 

analysis of the financial condition, changes in financial condition, and results of operations of Gratomic Inc. 

for the year ended December 31, 2023. 

 

The Company’s ability to realize the costs it has incurred to date on its properties is dependent upon it being 

able to identify economically recoverable reserves; finance their exploration and evaluation costs; resolve 

any environmental, regulatory, or other constraints which may hinder the successful development of the 

reserves; and attain profitable operations.  

 

The business of mining and exploration for minerals involves a high degree of risk and there can be no 

assurance that current exploration and development programs will result in profitable mining operations. The 

recoverability of the carrying value of exploration, evaluation and development assets, and the Company’s 

continued existence, is dependent upon the preservation of its interest in the underlying properties, the 

discovery of economically recoverable reserves, the ability of the Company to raise the necessary financing 

to develop successful operations, and the achievement of profitable operations, or alternatively, upon the 

Company’s ability to dispose of its interests on an advantageous basis. These conditions indicate the existence 

of material uncertainties that cast significant doubt on the Company’s ability to continue as a going concern. 

Changes in future conditions could require material write downs of the carrying values. 

 

Gratomic wishes to emphasize that no Preliminary Economic Analysis, Preliminary Feasibility Study 

(“PFS”) or Feasibility Study (“FS”) has been completed to support any level of production. In fact, no mineral 

resources let alone mineral reserves demonstrating economic viability and technical feasibility, have been 

delineated on the Aukam property. The Company is working towards completing a FS on the Aukam 

processing plant. The study, its recommendations, and their subsequent implementation, will provide 

conclusions and recommendations at a FS level of comfort relating to the scale up of the existing processing 

plant to a commercial scale processing facility capable of producing the desired concentrate grades and 

production rates. 

 

The Company advises that it has not based its production decision on even the existence of mineral resources 

let alone on a PFS or FS of mineral reserves, demonstrating economic and technical viability, and, as a result, 

there may be an increased uncertainty of achieving any level of recovery of minerals or the cost of such 

recovery, including increased risks associated with developing a commercially mineable deposit. 

http://www.sedarplus.c/
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Historically, such projects have a much higher risk of economic and technical failure. There is no guarantee 

that production will begin as anticipated or at all or that anticipated production costs will be achieved. Failure 

to commence production would have a material adverse impact on the Company's ability to generate revenue 

and cash flow to fund operations. Failure to achieve the anticipated production costs would have a material 

adverse impact on the Company's cash flow and future profitability. 

 

Although the Company has taken steps to verify title to the properties on which it is conducting exploration 

and development activities and in which it has an interest, in accordance with industry standards for the 

current stage of such properties, these procedures do not guarantee the Company's title. Property title may be 

subject to government licensing requirements or regulations, unregistered prior agreements, unregistered 

claims, aboriginal claims, and non-compliance with regulatory, environmental, and social requirements. 

 

The interim unaudited condensed consolidated financial statements have been prepared using accounting 

policies applicable to a going concern, which contemplates the realization of assets and settlement of 

liabilities in the normal course of business as they become due. The Company has incurred a loss for the nine 

months ended September, 30 2024, of $1,840,919 and has an accumulated deficit of $92,426,082. The 

Company is a junior resource company and is subject to risks and challenges like other companies at a 

comparable stage. These risks include, but are not limited to, dependence on key individuals, investment 

risks, market risks, and the ability to maintain adequate cash flows, and continuing as a going concern. Cash 

on hand is currently not adequate to cover expected expenditures for the next 12 months and therefore the 

Company will be required to secure additional funding. These challenges, and the continued cumulative 

operating losses, cast significant doubt on the Company’s ability to continue as a going concern. The interim 

unaudited condensed consolidated financial statements do not include any adjustments relating to the 

recoverability and classification of recorded asset amounts nor to the amounts or classification of liabilities 

that might be necessary should the Company not be able to continue as a going concern. Such adjustments 

could be material. 

 

Unless otherwise specified, all dollar amounts herein are expressed in Canadian currency. 

 

Additional information on the Company may be found on SEDAR+ at www.sedarplus.ca 

 

Forward-Looking Information 
 

Except for statements of historical fact, certain information contained herein constitutes forward-looking 

statements under Canadian securities legislation. Such statements and assumptions include those relating to 

guidance; proposed acquisitions; strategy; development potential and timetable for the Company’s 

properties; the Company’s ability to raise additional financing; mineralization projections; the Company’s 

ability to restart the Aukam Mine; the economic viability of mining at the Aukam Mine; the timing, success 

and amount of future exploration and development; and projected capital and operating expenditures. In 

making and providing the forward‐looking information included in this MD&A the Company’s assumptions 

may include among other things: (i) assumptions about the prices of minerals; (ii) that there are no material 

delays in the optimization of operations at the exploration and evaluation assets; (iii) assumptions about 

operating costs and expenditures; (iv) assumptions about future production and recovery; (v) that there is no 

unanticipated fluctuation in foreign exchange rates; and (vi) that there is no material deterioration in general 

economic conditions. Although management believes that the assumptions made and the expectations 

represented by such information are reasonable, there can be no assurance that the forward‐looking 

information will prove to be accurate. By its nature, forward‐looking information is based on assumptions 

and involves known and unknown risks, uncertainties and other factors that may cause the Company’s actual 

results, performance or achievements, to be materially different from future results, performance or 

achievements expressed or implied by such forward‐looking information. Such risks, uncertainties and other 

factors include among other things the following: (i) decreases in the price of graphite; (ii) the risk that the 

Company will continue to have negative operating cash flow; (iii) the risk that additional financing will not 

be obtained as and when required; (iv) material increases in operating costs; (v) adverse fluctuations in 

foreign exchange rates; (vi) environmental risks and changes in environmental legislation; (vii) unexpected 

http://www.sedarplus.c/
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events and delays during construction and start-up; (viii) changes in project parameters as plans continue to 

be refined; (ix) failure of equipment or processes to operate as anticipated; (x) labour or community disputes; 

(xi) variations in mineral grade and recovery rates; (xii) failure to issue, revocation or non-renewal of 

government approvals or permits; (xiii) foreign country risks inherent to the jurisdictions where the Company 

operates; (xiv) reliance on qualified personnel; and (xv) dependence on outside parties. 

 

This MD&A (see “Risks and Uncertainties”) contains additional information on risks, uncertainties and other 

factors relating to the forward‐looking information. Although the Company has attempted to identify factors 

that would cause actual actions, events, or results to differ materially from those disclosed in the forward‐
looking information, there may be other factors that cause actual results, performances, achievements , or 

events not to be as anticipated, estimated, or intended. Also, many of the factors are beyond the Company’s 

control. Accordingly, readers should not place undue reliance on forward‐looking information. The Company 

undertakes no obligation to reissue or update forward-looking information as a result of new information or 

events after the date of this MD&A, except as may be required by law. All forward‐looking information 

disclosed in this document is qualified by this cautionary statement. 

 

Outlook and Performance Highlights 

 
Projects 

 

Gratomic is an exploration and development stage company, with projects in Namibia, Brazil, and Canada, 

focused on mine-to-market commercialization of graphite products, most notably high value graphene-based 

components for a range of mass market products. 

 
Aukam Graphite Project 

 

On July 29, 2021, Gratomic purchased the remaining 37% interest in the Aukam graphite project in Southern 

Namibia and now owns 100%. 

Aukam graphite has been tested in several high value applications, including nano engineered graphenes. 

Large quantities of high-grade graphite concentrate have been shipped for testing, following early positive 

results, to confirm its suitability as an anode material. Gratomic is confident that the test results will provide 

a unique competitive advantage in its intended target markets. 

There is year-round road access to the Aukam project from the paved B4 highway, that runs between Lüderitz 

and Keetmanshoop, and via district gravel roads south from the B4 highway. The infrastructure in the area is 

good, with water from underground aquifers, and a rail link between Lüderitz and Keetmanshoop adjacent 

to the B4 highway, approximately 70 km north of the project. 

 

Zumbi Graphite Project, Brazil 

 

On December 8, 2021, the Capim Grosso graphite asset was acquired through the acquisition of a 99.9% 

interest in Zumbi Mineração Ltda. The Capim Grosso asset is situated in the center east portion of the Bahia 

State, 280 km from the port of Salvador, the state capital, and 166 km from Feira de Santana, the state’s 

second largest city. The project comprises mineral claims covering  a surface area of 3,728.06 hectares and 

is owned by Zumbi Mineração Ltda. The Vendors retained a 3% gross smelter return royalty in respect of all 

minerals processed other than graphite. 

 

On June 10, 2022, the Jacobina and Igrapiuna projects were acquired by Zumbi Mineração. The projects 

cover  a surface area of 2,782.09 hectares, and are located in the State of Bahia, Brazil within 30 km of its 

Capim Grosso graphite asset.  

 

On September 13 and 14, 2022, Gratomic was granted four additional Prospecting Licenses for graphite 

exploration by Brazil’s National Mining Agency in new promising areas near its existing Capim Grosso 

Graphite project. The total area of the new claims is 6,312 ha. 
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On May 10, 2023, Gratomic was granted one additional Prospecting License for graphite exploration by 

Brazil’s National Mining Agency in a new promising area contiguous to its existing Capim Grosso Graphite 

project. The total area of the new claims is 1,972.55 ha. 

 

On August 16, 2023, Gratomic announced the issuing of a NI43-101 technical report dated August 14, 2023, 

with an effective date of July 10, 2023, and mineral resource effective date of July 15, 2023, in respect of its 

100% owned Capim Grosso graphite project, with the calculation of inferred mineral resources of 7,965,211t 

of mineralization at 5.86% TCG grade, resulting on 466,670t of contained graphite. 

 

Performance highlights 

 

Quarterly performance highlights are as follows (See also Operations Update): 

 

On April 30, 2024, 1,000,000 stock options were granted to Mr. Ndelineekela Helao Shivolo as a 

government liaison consultant, exercisable for a period of 5 years after April, 30, 2024.  

 

On 24 July 2024, 750 000 + 750,000 stock options were granted to Bruno Baillavoine, Executive Chair of 

the Board, at an exercise price of $0.20 and $0.30 respectively, exercisable for a period of 3 years after July 

1, 2025. 

 

Exploration and Evaluation Expenditures 
 

Exploration and evaluation expenditures for the nine months ended September, 30 2024, and 2023 are 

summarized as follows: 

 

  
 

Selected Annual Information 
 

Selected audited annual information for the three most recently completed years, all reported under IFRS, 

are as follows: 

 

Years ended December 31, 2023 

$ 

2022 

$ 

2021 

$ 

Net loss before provision for income taxes 5,310,252 8,157,675 21,312,761 

Net loss after provision for income taxes 5,310,252 8,157,675 21,312,761 

Basic and diluted loss per share 0.03 0.05 0.15 

Total assets 27,453,652 26,669,378 23,112,817 

 

  

Outlays by expenditure by project for the six months ended June 30, 2024, and 2023:

2024 2023 2024 2023 2024 2023 2024 2023

$ $ $ $ $ $ $ $

Drilling and related costs -                        -          -                 -              -                    -               -              -                  

Field work, supplies and other 11 389    12 000           19 750       -                    -               12 000        31 139            

-                        11 389    12 000           19 750       -                    -               12 000        31 139            

Buckingham Quebec projectZumbi Brazil projectAukam Namibia project Total
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Results of Operations 

 
The following table provides selected financial information for the three, six and nine months ended 

September, 30 2024, and 2023. 

 

  

 
 

Revenues 

 

The Company has no sales or revenues currently.   

 

Expenses 

 

The major expense items for the nine months ended September, 30 2024, and 2023 are summarized as 

follows: 

 

  
 

Comments on the nine months ended September, 30 2024: 

 

The Company continues to focus on raising additional capital, with increasing in marketing costs and travel 

expenses associated with due diligence related site visits, while all other expense categories showed reduced 

expenditure. 

 

Office and other includes head office administrative expenses, insurance, and all costs associated with the 

local head office in Namibia.  

 

Project investigation fees are in respect of activities in Brazil. 

 

The company has sold a residential property in Windhoek which is scheduled to close on November 30. The 

sale will provide Gratomic with approximately CAD $712,000 net of commissions and taxes. The proceeds 

of the sale will be put towards advancing and sustaining operations in Namibia. 

 

For the three, six and nine months ended, March 31, June 30 & September 2024

September 30 June 30 March, 31 September 30 June 30 March, 31

2024 2024 2024 2023 2023 2023

$ $ $ $ $ $

Operating expenses 1 869 357-         1 407 767-      906 589-              1 578 933-       1 578 933-    1 189 607-   

Net loss 1 840 919-         1 379 330-      908 796-              1 578 933-       1 578 933-    1 189 607-   

Net loss per share -0,01 -0,01 0,00 0,01 0,01 -0,01

Exploration and evaluation assets 14 227 005       14 227 005    14 227 005         14 100 227     14 100 227  14 215 005 

Total assets 27 189 790       27 189 790    27 521 147         26 700 904     26 700 904  27 453 652 

 9 months ended: 
 3 months 

movement to: 
 6 months ended:  3 months ended:  Yearend 

30/09/2024 30/09/2024 30/06/2024 31/03/2024 31/12/2023
CAD CAD CAD CAD CAD

Operating Expenses

Consulting 351 005            37 500                313 505               186 002            283 904                 

Depreciation -                   -                     -                       -                    -                         

Filing fees and Permits 36 011              20 921                15 090                 12 177              24 495                   

Management fees 413 156            200 250              212 906               136 251            155 001                 

Marketing 287 116            24 000                263 116               263 116            262 443                 

Office and other 304 597            31 318                273 279               148 691            246 260                 

Professional fees 266 949            109 800              157 149               51 721              112 131                 

Share-based compensation -                   -                     -                       -                    -                         

Travel, meals and accomodation 131 258            -                     131 258               97 478              49 510                   

Project Investigation fees 79 265              37 800                41 465                 11 153              55 863                   

Net loss before the following 1 869 357-         461 590-              1 407 767-             906 589-            1 189 607-               
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Exploration and Evaluation Assets 
 

The technical content of the mineral property disclosure in this MD&A has been reviewed and approved by 

Nico Scholtz Pr. Sci. Nat. (Reg. No. 400299/07) as Qualified Person (QP).  Nico is a QP under the JORC, 

SAMREC and National Instrument (NI) 43-101 legislation. Except where noted, the property disclosure in 

this MD&A has not been the subject of a National Instrument 43-101 report. 

 

Description of properties 
 

Aukam Graphite Project, Namibia 

The Aukam property is comprised of  Mining License (ML) 215 (5,002 ha, in respect of  base and rare metals, 

industrial minerals, and precious metals); and Exclusive Prospecting Licence (EPL) 8746 (49,693 ha, in 

respect of base and rare metals, industrial minerals, and precious metals). Located in the district of Bethanie, 

Karas region of southern Namibia, the licence areas include numerous privately held farms. Graphite in the 

Aukam area is hosted by altered Garub Sequence granite that is exposed in an erosional window in the Nama 

cover. Graphite mineralization at Aukam occurs as massive lenses and veins, and as disseminated patches 

mostly associated with strong alteration. It is hosted by an east-west trending shear zone traceable on surface 

for about 400 metres along strike. 

The rights to explore and develop parts of the property, which are of primary interest, were previously owned 

37% by Next Graphite, Inc. (“NextG”) and 63% by the Company. On July 29, 2021, the Company acquired 

NextG’s 37% interest in Gratomic Graphite Mining Namibia (Pty) Ltd. In consideration for the interest, 

Gratomic issued a total of 25,758,915 common shares valued at $36,062,481, made a cash payment of 

$100,000, and agreed to provide future consideration of $316,350. The total consideration amounted to 

$36,478,831, which was charged to deficit.  

A 2% revenue royalty is payable to the individual who farms the property. 

 

Under Namibian law, a 2% royalty is payable on the value of minerals mined to the Namibian government 

in connection with the Aukam graphite mine. 

 

Zumbi Graphite Project, Brazil 

 

On December 8, 2021, Gratomic acquired a 99.9% interest in Zumbi Mineração Ltda (“Zumbi”), which in 

turn owns 100% of the Capim Grosso graphite project asset. In consideration, Gratomic issued a total of 

3,840,580 common shares valued at $4,954,350 and made a cash payment of $200,000. The Capim Grosso 

project is situated at the center east portion of the Bahia State, 280 km from the port of Salvador, the state 

capital, and 166 km from Feira de Santana, the state’s second largest city. The project comprises mineral 

claims covering a surface area of 3,728.06 hectares. The vendors retained a 3% gross smelter return royalty 

in respect of all minerals processed other than graphite. 

 

On June 10, 2022, Zumbi acquired an additional 3 mineral claims comprising a total of 2,782.09 hectares 

located in the State of Bahia, Brazil. The properties are within 30 kilometers of the Zumbi project. The 

Company issued 1,262,865 shares valued at $505,146 and agreed to pay US$100,000 ($128,715) as 

consideration for the property for a total value of $633,861. 

 

On September 13 and 14, 2022, Gratomic was granted four additional Prospecting Licenses for graphite 

exploration by Brazil’s National Mining Agency in new promising areas near its existing Capim Grosso 

Graphite project. The total area of the new claims is 6,312 hectares. 

 

On May 10, 2023, Gratomic was granted one additional Prospecting License for graphite exploration by 

Brazil’s National Mining Agency in a new promising area contiguous to its existing Capim Grosso Graphite 

project. The total area of the new claims is 1,972.55 ha. 
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The Capim Grosso graphite project is located within the São Francisco Craton (SFC). The SFC is a tectonic 

domain surrounded by Neoproterozoic orogens. Its southern sector is composed by Archean crust, with age 

between 3.5 and 2.6 Ga, that is formed mostly by granite-gneisses and greenstone belts constituted by mafic-

ultramafic, intermediate-felsic volcanic and volcanoclastic rocks with terrigenous sediments.  

 

On August 16, 2023, Gratomic announced the issuing of a National Instrument 43-101 Standards of 

Disclosure for Mineral Projects (“NI43-101”) technical report dated July 30, 2023, with an effective date of 

July 10, 2023, and a mineral resource effective date of July 15, 2023, and entitled “NI 43-101 Technical 

Report And Mineral Resource Estimate on The Capim Grosso Graphite Project, Brazil” in respect of  its 

Capim Grosso graphite project, with the Company holding a 100% controlling interest in the property. The 

Technical Report was authored by Nico Scholtz, Pr. Sci. Nat. (“QP”). The Technical Report provides a 

summary of work carried out on the Capim Grosso Project between 2021 and 2023, an Inferred Mineral 

Resource Estimate (MRE), and recommends a follow up exploration program for the property.  

 

The exploration work completed by Gratomic to date included the excavation of exploration trenches over 

delineated target areas. Graphite mineralization intersected in these trenches has been followed up with 

exploration diamond drilling. The results of the trenching and drilling to date allowed for the calculation of 

the following NI43-101 Inferred Mineral Resource Estimate (2 % TGC grade cut off). Note that the grades 

are weighted averages. Mineralization is open at depth and along strike (rounded): 

 

 Mineralization (t) TGC Grade (%) Graphite (t) 

Total 7,965,211 5.86 466,670 

 

The exploration work completed by Gratomic to date warrants additional expenditure and confirms the good 

exploration potential of the Capim Grosso project. To further the exploration efforts on the project, the QP 

has proposed an initial exploration budget over 24 months of US$ 1,650,000 (spent over two stages within 

24 months) to include the following (the budget is a recommendation and excludes overheads such as 

management salaries, travel and other corporate expenses): 

 

· Stage 1: Infill Drilling and Trenching  

· Stage 2: Feasibility Study 

 

Buckingham Property, Quebec 

The 100%-owned Buckingham Graphite Property is located 7 km northwest of the town of Buckingham, 

Quebec, Canada, and 82 km north of Imerys Graphite & Carbon’s operating Lac des Iles graphite mine. The 

property consists of eight claim blocks totaling 480 hectares and is accessed by well-maintained bush roads. 

 

The property is located within the Central Metasedimentary Belt of the Grenville Geologic Province. It is 

underlain by paragneiss and marble, with associated pegmatite, and amphibolite. Graphite occurs 

disseminated in marble and paragneiss and within veins hosted in pegmatite, diopside skarn, marble, and 

gneiss. Two graphitic zones, the Uncle Zone and the Case Zone have been discovered to date, with both 

zones showing high grade occurrences of disseminated flake and vein type graphite and yielding assay values 

as high as 81.1% Cg. Initial crushing and flotation of two samples from the Uncle Zone has achieved purity 

of up to 99.4% Cg from a single flotation test without process optimization (see news release dated February 

17, 2015).   

 

An airborne time domain electromagnetic (TDEM) survey flown over the Buckingham project in 2016 

outlined several anomalies. The largest conductor stretches over 1.54 km in a northeast-southwest direction. 

The northeastern portion of this conductor is coincident with graphite mineralization in the Case Zone, from 

which 35 grab samples collected in 2015 yielded values ranging from 1.6% Cg to 28.7% Cg (see news 

releases dated May 22, 2015, and November 4, 2015). The length of the conductor suggests that the Case 

Zone may be longer than previously thought. 
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Trenching during Q4-2016 along the TDEM conductor uncovered zones of graphite mineralization hosted 

primarily by paragneiss. Highlights of the trench sampling include 8.33% Cg over 11.3 meters, 2.76% Cg 

over 15 meters, 2.23% Cg over 27 meters and 1.52% Cg over 65.5 meters. Individual samples assayed 

between 0.02% Cg  and 17.3% Cg, with an average of 1.92% Cg for the 158 samples.  

 

In 2017 additional trenching and diamond drilling were executed to follow up on the successful results of the 

2016 trenching program. Highlights of the work included trench results of 15.0% Cg over 8.0 meters, and 

diamond drill results of 7.4% Cg over 12.0 meters, in hole CK17-01, and 6.1% Cg over 88.0 meters beginning 

at nine meters, included a higher-grade interval of 20.7% Cg over 8.0 meters in hole CK17-02 

 

Summary of Quarterly Results 

The following table sets out selected consolidated quarterly information for the last eight quarters. 

 

September 30 June 30 March 31 December 31 

2024 

$ 

2024 

$ 

2024 

$ 

2023 

$ 

Exploration and evaluation assets 14,227,005 14,227,005 14,227,005 14,215,005 

Deficit 92,426,082 91,964,493 91,493,959 90,585,163 

Total Assets 27,189,790 27,189,790 27,521,147 27,453,652 

Net and Comprehensive Loss 1,840,919 1,379,330 908,796 1,509,425 

Basic and Diluted Loss Per Share 0.01 0.01 0.00 0.01 

 

September 30 June 30 March 31 December 31 

2023 

$ 

2023 

$ 

2023 

$ 

2022 

$ 

Exploration and evaluation assets 14,120,407 14,100,227 14,055,639 14,024,500 

Deficit 89,075,737 88,043,452 86,464,518 85,274,911 

Total Assets 27,018,319 26,700,904 26,636,687 26,669,378 

Net and Comprehensive Loss 1,036,501 1,578,933 1,189,607 2,252,420 

Basic and Diluted Loss Per Share 0.01 0.01 0.01 0.01 

 

Q1 to Q3, 2024 

All activities during the quarter focused on securing additional financing for the Company and included site 

visits with potential funding partners. Corporate operating expenses were contained as far as possible.  

 

Q4 2023 

The focus of the fourth quarter continued to be on securing the necessary finance to complete construction at 

Aukam and recommence exploration activities in both Brazil and Namibia. Various site visits were conducted 

with interested parties. 

 

Q3 2023 

Limited plant construction activity continued at the Aukam Graphite Mine. The Company’s focus, however, 

continued to be on securing the necessary funding to complete plant construction and begin operations. In 

Q3 2023, this focus included pursuing a proposed admission of the Company’s securities to the Alternative 

Investment Market of the London Stock Exchange as an additional source for such finance. 

 

Q2 2023 

Mine construction activities were restarted at Aukam, in Namibia, while on the corporate side the Company 

continued efforts to secure the necessary financing to complete construction and commence operations at the 

Aukam graphite mine. Limited exploration was also undertaking at Capim Grosso, in Brazil. No share options 

were issued during the period (Q2 2022 – share-based compensation of $1,126,000 was recorded). 
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Liquidity 
 

The Company has a working capital deficit of $6,494,114 (December 31, 2023 – $4,423,681) and needs 

urgent funding to meet its operating and development plans over the next 12 months.  

 
Future exploration and development programs will depend on the Company’s ongoing ability to raise funds. 
Gratomic is an exploration and development stage company and continues to rely on equity offerings and 
other partnership arrangements to fund its activities. There can be no assurance that adequate financing will 
be available in the future, or that the terms of such financing, if secured, will be favorable. 

 
Capital Resources 
 

None. 
 

Off Balance Sheet Arrangements  

 
The Company is not a party to any off-balance sheet arrangements or transactions. 

 

Transactions With Related Parties 

The Company has determined that key management consists of the Company’s Board of Directors and 

corporate officers, including the Company’s Chief Executive Officer and Chief Financial Officer. The 

Company paid or accrued the following amounts to key management, and private corporations owned by 

them: 

 

During the nine months ended September, 30 2024, legal fees in the amount of $39,734 (2023 – $84,509) 

were paid or payable to a law firm whose partner is an officer of the Company. 

Included in accounts payable and accrued liabilities at September, 30 2024, was $868,867 (December 31, 

2023 – $1,336,572) owing for services to directors, and officers, companies owned by directors and officers, 

and a law firm whose partner is a director and an officer of the Company. 

The Company has a consulting agreement with its CEO providing for a monthly retainer of $26,667, which: 

a) Is terminable by the Company on six months’ notice. 

b) Contains a change of control clause providing that, in the event of a change in control, a lump sum 

payment equivalent to 24 months retainer fees will be paid. 

         

Affecting the Company’s Financial Condition 
 

No additional equity capital was raised during the nine months ended September, 30 2024. 

 

 

 

 

For the three, six and nine months ended, March 31 & June 30 & September 30:

September 30 June, 30 March, 31 September 30 June 30 March, 31

2024 2024 2024 2023 2023 2023

$ $ $ $ $ $

Fees charged to:

Management fees and consulting fees 413 156         303 505      300 253      577 921          312 950 277 704 

Professional and other expenses 266 949         157 249      22 490       112 341          85 672   78 564   
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Critical Accounting Judgements and Key Sources of Estimation Uncertainty 

 
Critical judgements exercised in applying accounting policies that have the most significant effect on the 

amounts recognized in the interim unaudited condensed consolidated financial statements are as follows: 

 

i) Determination of functional currency 

 

The Company determines its functional currency through an analysis of several indicators, such as income, 

expenses and cash flows, financing activities, retention of operating cash flows, and frequency of transactions 

with the reporting entity. The functional currency for the Company and each of its subsidiaries is the 

Canadian dollar. 

 

ii) Capitalization of deferred exploration costs 

 

Management is required to assess impairment of intangible exploration and evaluation assets and property 

and equipment. The triggering events are defined in IFRS 6 and IAS 36 respectively. In making the 

assessment, management is required to make judgments on the status of each project, and their future plans 

for finding commercial reserves to which the exploration and evaluation assets and property and equipment 

relate.  

 

Management has determined that there was no triggering events present as of September, 30 2024, and 2023, 

as defined in IFRS 6 and IAS 36, as such, no impairment test was performed. 

 

Critical estimates are as follows: 

 

i) Valuation of share-based compensation 

 

The Company uses the Black-Scholes Option Pricing Model for valuation of share-based compensation. 

Option pricing models require the input of subjective assumptions including expected price volatility, interest 

rates, and forfeiture rate. Changes in the input assumptions can materially affect the fair value estimate and 

the Company’s earnings and equity settled benefits. 

 

ii) Income taxes 

 

In assessing the probability of realizing income tax assets, management makes estimates related to 

expectations of future taxable income, applicable tax opportunities, expected timing of reversals of existing 

temporary differences and the likelihood that tax positions taken will be sustained upon examination by 

applicable tax authorities. In making its assessments, management gives additional weight to positive and 

negative evidence that can be objectively verified. 

 

iii) Property and equipment 

 

Management reviews the carrying value of long-lived assets, including plant and equipment and amortizable 

intangible assets, for impairment to determine if the carrying value of an asset may not be recoverable due to 

changes in the current and expected future use of the asset, external valuations of the asset, and the 

obsolescence or physical damage to the asset. If such indicators of impairment exist, the asset’s recoverable 

amount is estimated.  An impairment loss is recognized if the carrying amount of an asset or its related cash 

generating unit exceeds its estimated recoverable amount.   
 
 
iv) Useful life of property and equipment  
 
Depreciation expense is allocated based on assumed useful life of property and equipment. Should the useful 
life differ from the initial estimate, an adjustment would be made in the statement of loss and comprehensive 
loss. 
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v) Estimation of decommissioning and restoration costs and the timing of expenditure 
 
The cost estimates are updated annually to reflect known developments, (e.g. revisions to cost estimates and 
to the estimated lives of operations) and are subject to review at regular intervals. Decommissioning, 
restoration, and similar liabilities are estimated based on the Company’s interpretation of current regulatory 
requirements and constructive obligations and are measured at fair value. Fair value is determined based on 
the net present value of estimated future cash expenditures for the settlement of decommissioning, restoration 
or similar liabilities that may occur upon decommissioning of the mine. Such estimates are subject to change 
based on changes in laws and regulations and negotiations with regulatory authorities. 
 

Risk Management 
 

Economic Viability and Technical Feasibility Risk 

No mineral resources, let alone mineral reserves demonstrating economic viability and technical feasibility, 

have been delineated on the Aukam Property. The Company is not able to demonstrate or disclose any capital 

and/or operating costs that may be associated with the processing plant until the PFS is completed. The 

Company advises that it has not based its production decision on even the existence of mineral resources let 

alone on a PFS or feasibility study of mineral reserves, demonstrating economic and technical viability, and, 

as a result, there may be an increased uncertainty of achieving any level of recovery of minerals and the cost 

of such recovery, including increased risks associated with developing a commercially mineable deposit. 

Historically, such projects have a much higher risk of economic and technical failure. There is no guarantee 

that production will begin as anticipated or at all or that anticipated production costs will be achieved. Failure 

to commence production would have a material adverse impact on the Company's ability to generate revenue 

and cash flow to fund operations. Failure to achieve the anticipated production costs would have a material 

adverse impact on the Company's cash flow and future profitability. 

 

Credit Risk 

The Company’s credit risk is primarily attributable to amounts receivable. The Company has no significant 

concentration of credit risk arising from operations. Management believes that the credit risk concentration 

with respect to the financial instrument included in amounts receivable is remote. 

 

Liquidity Risk 

The Company's main source of liquidity is derived from common stock issuances. On September, 30 2024, 

the Company had current assets of $(707) (December 31, 2023 - $580,077) to settle current liabilities of 

$6,493,407 (December 31, 2023 - $5,003,758). The Company's financial liabilities generally have contractual 

maturities that are subject to normal trade terms.  

 

Interest Rate Risk 

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due 

to changes in market interest rates. The Company has cash balances and minimal interest-bearing debt. The 

Company's current policy is to invest excess cash in investment grade short-term deposit certificates issued 

by its banking institutions. The Company monitors its cash balances and is satisfied with the creditworthiness 

of its banks. As a result of having minimal interest-bearing debt, or interest earning investments, the 

Company's exposure to interest rate risk is minimal. 
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Market Risk 

 

Foreign Currency Risk 

The Company's functional and reporting currency is the Canadian dollar, and all expenditures are funded in 

Canadian dollars. The Company’s exposure to foreign currency risk is therefore minimal. The Company is 

exposed to currency risk by incurring certain expenditures in Namibian dollars, US dollars, South African 

Rand and Brazilian Real for its operations in Namibia and Brazil. The Company has sought to minimize this 

risk by keeping its cash reserves in Canadian dollars and only purchasing Namibian dollars, US dollars, South 

African Rand and Brazilian Real as needed. 

 

Price Risk 

The Company is exposed to price risk with respect to commodity prices. The Company closely monitors 

commodity prices to determine the appropriate course of action to be taken by the Company. As the 

Company's properties are in the exploration and development stages and to date do not contain any identified 

mineral reserves, the Company does not hedge against commodity price risk. 

 

Sensitivity Analysis 

Based on management's knowledge and experience of the financial markets, the Company believes the 

following movements are reasonably possible over a twelve-month period: 

a) The Company receives low interest rates on its cash and cash equivalent balances and, as such, the 

Company does not have significant interest rate risk. 

b) The Company holds balances in foreign currencies that give rise to exposure to foreign exchange risk, 

however, at any point in time, the balances are not significant. The Company estimates that a 10% increase 

or decrease in the foreign currency would give rise to a gain or loss of approximately $160 respectively on 

September, 30 2024. 

 

Operations Update 
 

In 2024, to date, activities on site have been focused on supporting management’s financing initiatives and 

hosting due diligence site visits by potential providers of funding. 

 

Gratomic is undertaking a strategic repositioning to further increase its focus on mining operations at Aukam 

and accelerate bringing the mine into production. With graphite pricing rebounding to USD 1,600 per tonne, 

capital markets have realigned. They now support critical minerals primarily in graphite, as it still is the most 

deficient in stable supply outside of China. 

 

New accounting standards and interpretations 

 
Future accounting changes 

 

IFRS 7 – ‘Financial Instrument Disclosures’ and IAS 7 – ‘Statement of Cash Flows’ provide additional 

application guidance and disclosure requirements related to “Supplier Finance Arrangements”.  

 

IFRS 16 – ‘Leases’, includes additional guidance related to the initial recognition and subsequent 

measurement of a sale-and-leaseback transaction with variable lease payments.  
 
These new and amended statements are not expected to have a significant impact on the Company’s financial 

statements. 

 

Risks and Uncertainties 
 

Investing in the Company involves risks that should be carefully considered. The operations of the Company 

are highly speculative due to the high-risk nature of its business, being the acquisition, financing, exploration 

and development of mineral properties, and the Company’s immediate need to raise additional funding to 
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continue with the development and exploration of its mineral properties and settle accounts payable. These 

risk factors could materially affect the Company’s future operating results and could cause actual events to 

differ materially from those described in forward-looking information relating to the Company. 

 

 

Liquidity Concerns and Financing Risks 

 

The Company has limited financial resources, no source of operating cash flow, and has no assurance that 

additional funding will be available for further exploration and the development of its projects or to fulfill its 

obligations under any applicable agreements. There can be no assurance that adequate financing will be 

obtained in the future, or that the terms of such financing, if secured, will be favorable. Failure to obtain such 

additional financing could result in the delay or indefinite postponement of further exploration and 

development of the Company’s projects with the possible loss of such properties. 

 

While the Company’s financial statements have been prepared on the basis that it is a going concern, which 

contemplates the realization of assets and satisfaction of liabilities in the normal course of business . Failure 

to secure additional funding may cast doubt about the validity of that assumption. Adjustments to the financial 

statements, should they be required, could be material. 

 

Exploration and Mining Risks 

 

The Company is engaged in mineral exploration and development activities. Mineral exploration and 

development involve a high degree of risk, and few properties that are explored are ultimately developed into 

producing mines. 

 

The long-term profitability of the Company’s operations will be in part directly related to the cost and success 

of the Company’s exploration programs, which may be affected by factors beyond the Company’s control. 

Mineral exploration involves many risks, which even a combination of experience, knowledge and careful 

evaluation may not overcome. Operations in which the Company has a direct or indirect interest will be 

subject to all the hazards and risks normally incidental to the exploration and development of, and production 

from, mineral resources, any of which could result in work stoppages; damage to or destruction of property 

or production facilities; personal injury; environmental damage; delays in mining; monetary losses and legal 

liability. Hazards such as unusual or unexpected geological formations, and other conditions such as 

formation pressures, flooding, fire, explosions, cave-ins, landslides, inclement or hazardous weather 

conditions, power outages, labour or transportation disruptions, and the inability to obtain suitable machinery, 

equipment or labour are involved in mineral exploration, development and operation. 

 

Substantial expenditures are required to establish ore reserves through exploration, including significant 

expenditure on drilling, to develop the metallurgical processes to extract the mineral from the ore and, in the 

case of new properties, 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 the funds required for development will be obtained on a timely basis. Even when 

mineralization is discovered, it may take several years until production is possible, during which time the 

economic feasibility of production may change. The economics of developing mineral properties are affected 

by many factors, including the cost of operations, variations in the grade of ore mined, fluctuations in market 

prices, allowable production, impediments to the importing and exporting of minerals, and environmental 

protection. 

 

Stage of Development 

 

The Company is in the business of exploring for mineral resources, with the goal of producing from its 

mineral properties. None of the Company’s properties have commenced commercial production and 

Gratomic has no history of earnings or cash flow from its operations. There can therefore be no assurance 

that the Company will be able to develop any of its properties profitably, or that its activities will generate 
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positive cash flow. The Company’s anticipated operating and capital expenditures may increase in future 

years in relation to the engagement of consultants and personnel, and the purchase of equipment associated 

with advancing exploration, development and commercial production at the Company’s properties. The 

Company expects to continue to incur losses for the foreseeable future. There can be no assurance that the 

Company will generate any revenues or achieve profitability. A prospective investor in the Company must 

be prepared to rely solely upon the ability, expertise, judgment, discretion, integrity, and good faith of 

management in all aspects of the development and implementation of the Company’s business activities. 

 

Regulatory Requirements, Permits and Licenses 

 

Even if the Company’s mineral properties are proven to host economic Mineral Reserves or Mineral 

Resources, factors such as governmental expropriation or regulation may prevent or restrict mining of any 

such deposits or the repatriation of profits. The Company’s exploration and development activities, including 

exploration, plant construction, mining, milling, and road, rail and other transportation activities, require 

permits and approvals from various government authorities, and are subject to extensive federal, 

departmental and local laws and regulations governing prospecting, development, production, exports, taxes, 

labour standards, occupational health and safety, mine safety and other matters. Such laws and regulations 

are subject to change, can become more stringent, and compliance can therefore become more time 

consuming and costly. Any changes in regulations or shifts in political conditions are beyond the control of 

the Company and may adversely affect its business. There can be no guarantee that the Company will be able 

to obtain or maintain all necessary licenses, permits and approvals that may be required to explore and 

develop its properties, or for the operation of mining facilities. In addition, the Company may be required to 

compensate those suffering loss or damage by reason of its activities. 

 

Environmental Regulations 

 

The Company’s activities are subject to environmental protection and employee health and safety regulations 

promulgated by government agencies from time to time. Environmental legislation provides for restrictions 

and prohibitions on spills, releases and emissions of various substances produced in association with certain 

mining industry operations, such as seepage from tailings disposal areas, which would result in environmental 

pollution. A breach of such legislation may result in the imposition of fines and penalties. In addition, certain 

types of operations require the submission and approval of environmental impact assessments. 

Environmental legislation is evolving in a manner that will require stricter standards and enforcement, 

increased fines and penalties for non-compliance, more stringent environmental assessment of proposed 

projects, and a heightened degree of responsibility for companies and their officers, directors, and employees. 

Any failure to comply fully with all applicable laws and regulations could have significant adverse effects 

on the Company, including the suspension or cessation of operations, and there is no assurance that future 

changes in environmental regulation, if any, will not adversely affect the Company’s operations. 

 

Markets for Securities 

 

There can be no assurance that an active trading market in the Company’s securities will be sustained or that 

significant fluctuations in the Company’s share price will not occur. The market prices for securities of many 

companies, particularly junior resource companies, are subject to wide fluctuations that are not necessarily 

reflective of their operating performance, underlying asset values or the prospects of such companies. Factors 

such as commodity prices, government regulation, interest rates, share price movements of peer companies 

and competitors, as well as overall market conditions, may have a significant impact on the market price of 

the securities of the Company. 

 

Uninsurable Risks 

 

The Company maintains insurance to cover normal business risks. The Company may, however, become 

subject to liability for pollution or hazards against which it cannot insure or against which it may elect not to 

insure. The payment of such liabilities may have a material, adverse effect on the Company’s financial 

position. In the exploration for, development of, and production from, mineral properties, certain risks, and 



Gratomic Inc. 
MANAGEMENT DISCUSSION AND ANALYSIS 

(Form 51-102F1) 

For the nine months ended September, 30 2024 

 

 Page 15 

  

unexpected or unusual geological operating conditions, including explosions, rock bursts, cave-ins, land 

movements, earth work failures, fires, flooding and earthquakes may occur. It is not always possible to fully 

insure against such risks and the Company may decide not to take out insurance against such risks due to 

high premiums or other reasons. Should such liabilities arise, they could reduce or eliminate any future 

profitability and result in increasing costs and a decline in the value of the securities of the Company. 

 

Reliance on Key Individuals and Outside Parties 

 

The Company’s success depends upon the personal efforts and commitment of key members of its existing 

management. It is expected that the contribution of these individuals will be a significant factor in the 

Company’s growth and success. The loss of the services of these members of management and certain key 

employees could have a material adverse effect on the Company. The Company also relies upon consultants, 

engineers and others for exploration, development, construction, and operating expertise. Substantial 

expenditures are required to establish mineral reserves, to carry out environmental and social impact 

assessments, and to develop metallurgical processes to extract the metal from the ore. If such parties’ work 

is deficient or negligent, or is not completed in a timely manner, it could have a material adverse effect on 

the Company. 

 

Competition 

 

The mineral industry is intensely competitive in all its phases. The Company competes with many companies 

possessing greater financial and technical resources for the acquisition of mineral interests, for access to the 

necessary capital to fund exploration and development, as well as for the recruitment and retention of 

qualified employees. Such competition may result in the Company being unable to acquire desired properties, 

recruit or retain qualified employees, or acquire the capital necessary to fund its operations and develop its 

properties. The Company’s inability to compete with other mining companies for these resources would have 

a material adverse effect on the Company’s results of operation and business. 

 

Conflicts of Interest 

 

Certain directors and officers of the Company are also directors, officers or shareholders of other companies 

that are similarly engaged in the business of acquiring, developing, or exploiting natural resource properties. 

Such associations may give rise to conflicts of interest from time to time. The directors of the Company are 

required by law to act honestly and in good faith with a view to the best interests of Gratomic and to disclose 

any interest that they may have in any project or opportunity to the Company. If a conflict of interest arises 

at a meeting of the board of directors, any director in a conflict will disclose his interest and abstain from 

voting on such matter. In determining whether the Company will participate in any project or opportunity, 

the directors will primarily consider the degree of risk to which the Company may be exposed and its financial 

position at that time. 

 

Litigation 

 

Legal proceedings, with and without merit, may arise from time to time in the course of the Company’s 

business. Defense and settlement costs of legal claims can be substantial, even with respect to claims that 

have no merit. The process of defending such claims could take away from management time and effort. Due 

to the inherent uncertainty of the litigation process, the resolution of any legal proceeding to which the 

Company or one or more of its subsidiaries may become subject, could have a material effect on the 

Company’s financial position, results of operations, or mining and project development activities. 

 

The Company was a defendant in actions brought by consultants that has since been settled, and it was 

payable on 31 October 2024 for the total agreed of $175 000, a gain of $24 990 on amount provided plus 

legal cost, but the company failed to make payment on time. An effort for postponement of terms to avoid a 

judgement against the Company for $210,000 + legal cost and interest is underway at the time of issue of this 

report. 
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A legal challenge for the company's Brazilian assets were made by former employees of the Company. The 

company has retained legal counsel in Brazil to meet the challenge and a risk assessment of potential loss 

and cost is currently ongoing. The Board will report on same challenge with great urgency as soon as possible. 

The potential losses, albeit the Board believes the challenge has little merit, may be catastrophic for the 

company with potential losses more than six million Canadian dollars. The challenge was made on 5 October 

2024, and the matter is sub judice with a formal legal opinion pending as at the date of this report. 

 

Corruption and Bribery Laws  

 

The Company’s operations are governed by, and involve interactions with, many levels of government in 

multiple countries. The Company is required to comply with anti-corruption and anti-bribery laws, including 

the Criminal Code (Canada), and the Canadian Corruption of Foreign Public Officials Act, as well as similar 

laws in the countries in which the Company conducts its business.  

 

There has been a general increase in both the frequency of enforcement and the severity of penalties under 

such laws, resulting in greater scrutiny and punishment for companies convicted of violating anti-corruption 

and anti-bribery laws. Furthermore, a company may be found liable for violations by not only its employees, 

but also by its contractors and third-party agents. Although the Company has adopted steps to mitigate such 

risks, such measures may not always be effective in ensuring that the Company, its employees, contractors, 

or third-party agents comply strictly with such laws. If the Company is subject to an enforcement action or 

is found to be in violation of such laws, this may result in significant penalties, fines and/or sanctions being 

imposed, resulting in a material adverse effect on the Company’s reputation and results of its operations. 

 

Enforcement of Legal Rights 

 

The Company’s material subsidiaries are organized under the laws of foreign jurisdictions and certain 

individuals of the Company’s experts are in foreign jurisdictions. Given that the Company’s material assets 

are located outside of Canada, claimants may have difficulty effecting service of process within Canada and 

collecting from or enforcing against the Company or its experts any judgments obtained through the Canadian 

courts or Canadian securities regulatory authorities, predicated on the civil liability provisions of Canadian 

securities legislation or otherwise. Similarly, in the event a dispute arises in relation to the Company’s foreign 

operations, the Company may be subject to the exclusive jurisdiction of foreign courts or may not be 

successful in subjecting foreign persons to the jurisdictions of courts in Canada. 

 

Other Disclosures 
 

Share Capital  

 

Common Shares 

At September, 30 2024, and the date hereof, there were 200,260,817 common shares issued and outstanding.  

 

Warrants 

At September, 30 2024, and the date hereof, there were a total of 15,502,397 warrants outstanding.  

 

Options 

At September, 30 2024, there were a total of 13,020,000 stock options granted and outstanding. 

At the date hereof, there were a total of 13,020,000 stock options granted and outstanding.  

 

Additional Information 

 

Additional information about the Company including the financial statements, press releases and other filings 

are available on the internet at www.sedarplus.ca  and additional supplemental information is available on 

the Company website at www.gratomic.ca. 

http://www.sedarplus.c/
http://www.gratomic.ca/

