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A Profitable Gold Producer Trading Below Cash - Initiating

Coverage

Sector / Industry: Junior Mining
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BUY

Current Price: C$0.17
Fair Value: C$0.73
Risk: 4

Click here for more research on the company and to share your views

Hi
>

ghlights
Starcore’s (“SAM”) 100% owned San Martin mine (Mexico) has been in operation since
19983, producing over 690 Koz gold equivalent (AuEq). We believe the project’s
remaining resources/reserves can support another 10 years of production. This
mine generated $9M in operating profit, at cash costs of US$1,239/0z in FY2022 (year-
ended April 2022). We are expecting operating profit to average $8M/year in
FY2023 and FY2024.
SAM is planning to complete a 10,000 m drill program this year, to potentially expand
the project’'s mine-life. We believe there is significant resource expansion potential as
89% of the project area is underexplored.
SAM is also advancing its advanced-stage Opodepe project in Mexico, which has a
reasonably large copper-molybdenum resource. A historic PEA (completed in 2010)
had returned an AT-NPV10% of US$429M, using conservative metal prices: US$2.6/Ib
Cu (spot: US$3.8/Ib), and US$15/lb Mo (spot: US$21/Ib). This project has potential for
gold/silver as well.
Healthy balance sheet, with no debt. We note that most gold producers use leverage.
Management and insiders own 25% of SAM’s equity.
MCAP of $9M and working capital of $10M, indicate that the market is assigning zero
value to its assets.
Upcoming catalysts include drilling (San Martin) and exploration (Opodepe). In
addition, we are expecting a rally in gold prices as the Fed is likely to turn less
hawkish in H1-2023, due to slower GDP growth, and as inflation has started to taper.
Due to shrinking margins (amid rising costs), gold equities underperformed gold last
year. That said, equities had outperformed the metal during the last rally, in early 2022.
We believe SAM has higher upside potential than the metal in the coming months.

Risks

>

>
>
>

The value of the company is primarily dependent on gold/copper/molybdenum prices
Development and exploration risks

Foreign exchange

No assurance that the company can advance all of its projects simultaneously

Key Financial Data (FYE - April 30)
(C$ '000)

Cash

Working Capital

Debt

Total Assets

Revenue

Net Income (Loss)

EPS

2022

$8,818
$9,135

$52,041
$25,679
$2,405
$0.05

Sid Rajeev, B.Tech, MBA, CFA
Head of Research

Nina Rose Coderis, B.Sc (Geology)
Equity Analyst

SAM 10% -28%
TSX 1% 7%

Company Data

52 Week Range C$0.14-C$0.30
Shares O/S 56M
Market Cap. C$oM

Yield (forward) N/A
P/E (forward) N/A
P/B 0.2x

2023E

$10,075
$10,408

2024E

$10,715
$11,065

$49,931
$26,806
-$1,003

-$0.02

$50,636
$24,719
-$2,495

-$0.04

*See last page for important disclosures, rating and risk definitions. All figures in C$ unless otherwise specified.
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Owns a producing
gold mine, and an
advanced stage
exploration project in
Mexico

270+ employees

The San Martin
mine has been in
production since
1993; Starcore
acquired the mine in
2007

Total NI 43-101
compliant resources
of 175 Koz AuEgq,
301 Mibs Cu, and
304 Mibs Mo

Located 250 km
northwest of Mexico
City

Access through
paved roads and a
highway

Connected to the
national power grid

Portfolio Summary

Starcore Portfolio

THEOPODEPEPROJECT

Sonora,Mexico.
AlargeMolyCopperDeposit
+

Gold/SilverExploration

SANMARTINMINE

SanMartin,Querétaro.Gold
ProductionUndergroundMine
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Source: Company .

Starcore also owns the early-stage Ajax molybdenum property in B.C., where
a 600 m x 650 m mineralized zone has been delineated. Recent sampling has
returned elevated values of silver, copper, lead, and zinc.

San Martin Mine
Starcore owns and operates the underground San Martin gold-silver mine. The
project, covering 12,992 hectares, includes two underground mines (San Jose and
San Martin).

Location Map
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STATE

MICHOACAN

Source: Company
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Processing Plant

Started commercial
production in 1993

1,000 tpd mill

Source: Company
The current resource estimate includes six epithermal veins (San Martin, San Jose
I, San Jose Il, Area 28, Area 4700, and Area 29). The San Martin vein, which has
been traced for 2 km, has widths ranging between 1.5 m and 30 m.

San Martin Orebody

- ) DCSM22-434; 1.30m @ 1.61 Au o/t : 8 Ag g/t
3.80m @1.13 Au g/t : 13 Ag o/t
2) DCSM22-436; 2.80m @ 2.00 Au g/t ; 8 Ag o/t
2.55m @ 1.42 Au /T 3 Ag o/t
3) DCSM22.438; 4.75m @ 1.11 Au g/T: S Ag o/t
Underground gold-
silver mine
Mining to a depth of
500 m
r_)
2022 Reserves and Resources
. Grade Total Contained oz
83 Koz AuEq in coteseny " | (eAwt) | (eha/t) | (ozAu) | (ozhg) | (ozAuta)
reserves (five years g £ B AU e R et
of production Proven (P) 144,331 1.79 14 | 8283 | 61,278 | 9,079
remaining)
Probable (P) [1,20402| 173 | 13 | 67,070 |493,306| 73480
Total Reserves P+P | 1,348,433 | 174 | 13 | 75353 |554,584| 82,559

Source: Company / FRC
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Cate Tonnes Grade Total Contained oz
— €Au/t) | (gAg/t) | (ozAu) | (ozAg) | (ozAuEq)
San Martin
Indicated 134,871 1.51 9 6542 37,847 7,018
In addition, the Total Indicated 134,871 151 9 6542 37,847 7,018
project has 93 Koz ’ -
7 an Jose land Il
AuEq in r ?SOUI’CGS Inferred [ 93220 [ 115 | 5 [ 3455 | 16303 | 3660
(another five years San Martin
of production) Inferred [ 1131706 | 181 [ 12 | 65831 | 426610 | 71,194
Area 28 and 4700
Inferred | 121974 | 238 | 4 | 9171 | 162,985 | 11,220
Area 29
Inferred
Total Inferred 1,346,899 1.81 14 78,457 605,897 86,074
Totals | +1 1,481,770 1.78 14 84,999 643,744 93,092
*Resources are exclusive of reserves
Production History
Tonnage vs Gold Grades
350,000 5.00
450
500,000
4.00
250,000 350
The mine has 300
produced 604 Koz 200,000
gold and 5.71 Moz 250
silver (693 Koz 150,000 200
AuEq) since 1993
100,000 150
Produced 10 Koz 100
gold and 85 Koz 00w 030
silver in FY2022 ; | .
ended April 2022 o A 8 g o A '
( ,D ) &8P S \@QW@Q ,59 Q@\Qfﬁ'\\ @0@0 %d\b & ffi"@ & s w@? ,1§I> w&w
) — TONNIZE \LH5| — 130 ZPT (RHS)
Production has been
declining as the Production
company has been 50,000
transitioning from
45,000

higher to lower
grade ore 40,000

35,000
30,000
25,000
20,000
15,000
10,000
- I I I
0
55 P 0 o S0 S

] el AR . Q 'I' “; h e ,\ e e
& & \@P\@ FF P @b% ;,9 & D o rﬁgl'w
. Gold Production (oz) — b Equitv Produ ction {oz)

Source: FRC / Company

©2023 Fundamental Research Corp. “19+ Years of Bringing Undiscovered Investment Opportunities to the Forefront” www.researchfrc.com


https://www.researchfrc.com/website/

FR‘ : R Equity Research
Cop; Page 5 of 16

Recent Production Results
2 o)1 oo} XTD XYTD

San Martin Production 2023 2023 Change 2023 2022 Y/Y Change
Ore Milled (Tonnes) 57,165 55,263 3% 112,428 112,347 0%
H1-FY2023 (ended Gold Equivalent Ounces 2,452 2,925 -16% 5,377 5,676 5%
OCtObe.r 2022) Gold Grade (Grams/Ton) 146 1.70 -14% 1.58 1.60 -1%
production was
down 5% YoY due Silver Grade (Grams/Ton) 12.83 21.29 -40% 16.99 21.87 -22%
to lower grades Gold Recovery (%) 87.14 89.43 3% 88.36 88.08 0%
Silver Recovery (%) 47.86 49.13 3% 48.64 53.53 9%
Gold: Silver Ratio 88.46 85.98 86.90 7217

Source: Company

Resource Potential

We believe the project has resource expansion potential as recent drilling
has encountered mineralization in at least three targets. A US$1 M budget has
been allocated for investigating the southwest and eastern parts of the mine.

Resource Expansion Potential

Only 11% of the
project area has
been explored

10,000 m drill
program planned
this year

Source: Company
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Starcore acquired
this project in 2015

Located in Sonora,
in an area with
several producing
mines

The project hosts
two deposits: the El
Creston porphyry
copper-molybdenum
deposit (large-
tonnage/low-grade),
and the Teocuitlan
epithermal low-
Sulphidation deposit
(high gold and silver
grades)

Mineralization at El
Creston: 1.2 km long
x 1.6 km wide x 550
m deep

Nine targets have
been identified at
the Teocuitlan gold-
silver system

Open-pittable M&l
resources totaling
301 Mlbs Cu and
304 Mo Mibs

Opodepe Project

A

RADURA

NOCHE BUENA,

M

F &S

Open

La Auror_;

ulhama

Midas

Opodepe Project Location

CANKNER

LLUVIA DEQRO

e SANIA GERTRUDIS
Wil 4

SAN FRANCISCO LA CARIDAD

LA CHISPA

SANTA ELENA

ERMITANO
OPODEPE
PROJECT

DEVELOPMENT PRODUCTION ~ EXPLORATION

Opodepe Project Deposits

OPODEPE PROJECT

Karla System - . 3

2\

Mana System

San Geronimo

Epithermal deposit
Low sulfidation

LEGEND
Claims Starcore
L, Claims Others
Claims New adquired
@ Phomhyry El Crestén
Mo-C

Epithermal LS Veins
Geological structures

El Guerigo
Breccia

“__ Opodepe, Sonora

PhorphyryDeposit &7
Mo-Cli*=

l

ource: Company

El Creston Deposit (Copper-Molybdenum)
Six molybdenum-copper mineralized zones have been identified to date, based
on historic drilling totaling 56,904 m.

2022 Resource Estimate (El Creston Main)

Category Mo Cu Mo Cu
(Mt) (%) (%) (Mib) (Mib)
Open Pit*™
Measured 56.3 0.076 0.04 94.3 49.7
Indicated 142.2 0.067 0.08 210.0 250.8
Measured Plus Indicated 198.5 0.069 0.07 304.4 300.5
Inferred

Source: SRK Consulting
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A historic PEA
(completed in 2010)
had returned an AT-

NPV10% of
US$429M, and an
AT-IRR of 22%,
based on
conservative metal
prices: US$2.6/Ib Cu
(spot: US$3.8/Ib),
and US$15/Ib Mo
(spot: US$21/Ib)

We believe there is
potential for
resource expansion
as at least four
additional zones
have potential to
add resources

2010 PEA Results

ltem Unit Base Case

Average Moly Price US$/b $15.00

Average Copper Price US$/lb $2.60

Unit Mining Costs $/t mined $1.23

Unit Mining Costs $/t milled $2.20

Unit Milling Costs $/t milled $4.80

Unit G&A $/t milled $0.46

Unit Total OPEX $/t milled $7.45

Unit Total OPEX (with royalties) S/t milled $7.83

Total Initial Capital (excluding
sustaining capital, and closure, & M $655.9
working capital)

NPV @ 8% After Tax $M $561.9

NPV @ 10% After Tax $M $429.1

IRR After Tax % 22.3%
Payback Period (tax in) Years 4.0

Source: JDS Energy & Mining Inc.

Additional Zones

> L

P Creston Main

Resource Limit 2009 ;

. R TS
Red Hill Dee 2

Management has allocated US$0.5M for an exploration
surveys, geophysical studies, and geological modeling.

program, including
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The CEO owns 10%

Eric Sprott owns
11%

Management and Directors

Share Ownership

Management and Board Shares % of Total
Robert Eadie — CEO & Director 5.417,299 9.74%
Pierre Alarie — President & Director 300,000 0.54%
Salvador Garcia —Chief Operating Officer 500,000 0.90%
Gary Arca - CFO & Director 1,744,189 313%

Federico Villasernor - Director

Tanya Lutzke - Director - -
Jordan Estra - Director
Total 7,961,438 14.31%

Institutions / Others
Eric Sprott 6,163,193 11.08%
Total 6,163,193 11.08%

Total- Management! Directors [ Institutions 14,124,681
Source: Management Information Circular

Brief biographies of the management team and board members, as provided by
the company, follow:

Robert Eadie — CEO & Director

In the past 20 years, Mr. Eadie has been actively involved in public resource
companies raising over $100M for various exploration and development projects
around the world. Over the years, Mr. Eadie has established a reputation as the
catalyst behind various successful start-up resource companies.

Salvador Garcia — Chief Operations Officer & Director

Over 39 years of experience in the mining industry in Mexico; prior to Starcore, Mr.
Garcia was the Country Manager in Mexico for First Majestic Silver Corp.
Previously, Mr. Garcia collaborated with Luismin (purchased by Goldcorp) for 25
years holding several positions. During his tenure at Goldcorp, he was in charge of
the operations at the Tayoltita and San Antonio mines and was involved in the
development, construction and operation of the Los Filos, El Sauzal and
Pefnasquito mines. Mr. Garcia holds a B.Sc. degree in Mining Engineering from the
Guanajuato University School of Mines in Mexico.

Pierre Alarie — President & Director

Mr. Alarie served was the Ambassador of Canada to Mexico from 2015 to 2019.
Mr. Alarie’s career covers over 30 years of executive positions in Canadian and
Latin American companies, with experience in business development, acquisitions,
team management and structured financial transactions. He was the Managing
Director of ATCO, Latin America from September 2019 to December 2021.

©2023 Fundamental Research Corp. “19+ Years of Bringing Undiscovered Investment Opportunities to the Forefront” www.researchfrc.com


https://www.researchfrc.com/website/

Fundamental
Research
Corp.

Equity Research
Page 9 of 16

Our rating on the
company’s
management team
is 4.1 out of 5.0

Gary Arca — CFO & Director

Mr. Arca is a Chartered Professional Accountant and has been a member of the
Canadian Institute of Chartered Professional Accountants and British Columbia
Institute of Chartered Professional Accountants since 1980. Mr. Arca was a partner
with two separate public accounting firms from 1996 to December 2005. Since
2005, he has served as a director of many publicly traded resource companies.

Jordan Estra — Director

Mr. Estra has over 40 years experience in finance and strategic planning. His
background includes his experience as a leading research analyst for a number of
international investment banks. Mr. Estra graduated with High Distinction from
Babson College (International Economics) and with Honors from the Columbia
University Graduate School of Business (Finance). He has served in the United
States Army (Medical Corps).

Federico Villasenor — Director

Mr. Villasenor obtained a B.Sc. in Mining Engineering from the University of
Guanajuato in 1972, a Master of Science from Columbia University of New York
City in 1976, and a Finance Degree from the Instituto Tecnologico de Mexico in
1985. Mr. Villasefior has been a member of the Mexican Mining Chamber Board.

Tanya Lutzke - Director

Ms. Lutzke has over 10 year’s experience in financial services and banking. A
Vancouver native, Ms. Lutzke attended the University of British Columbia.

Management Rating

Technical Experience 425

Experiencs in putting minesto production/gensrating 200
prospeds .

Track record in raising capital’working for public 405
Companiss :

Experience in projects similar to the cumrent project 375

Met Rating 408

0% 20% 40% 60% 20% 100%
Source: FRC
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Three out of seven
directors are
independent

In H1-FY2023,
production was
down 5% YoY (due
to lower grades),
and cash costs were
up 16% YoY (due to
lower grades and
inflation)

H1-FY2023 revenue
was down 10% YoY,
due to lower
production/grades

Gross margins were
down YoY (36% to
25%), but remain
higher than the
sector average
(19%)

EPS and FCF were
down as well

Strength of Board

Poor

Three out of seven directors are independent

Directors' share ownership

The Audit committee is composed of three board members,
all are independent

Management compensation is decided by the board

Source: FRC

Financials

Q1-2022 Q1-2023 Q2-2022
Ore Milled (Kt) 2255 224 4 56.3 553 56.0
Au Grade (gpt) 1.63 1.68 1.64 1.70 1.68
Ag Grade (gpt) 247 23.0 209 213 227
Au Recovery 88% 88% 88% 89% 88%
Ag Recovery a7% 1% 52% 49% 53%
Gold Produced (Koz) 105 10.0 23 27 25
Silver Produced (Koz) 103.4 854 19.8 188 226
Gold Equiv. Produced (Koz) 11.8 11.2) 29 2.9 28
Cash Cost per AuEq oz 1,066 1,239 1177 1,272 1,225

Income Statement (YE - Apr 30)

Average

Q2-2023

H1-2022

Good

Equity Research

Page 10 of 16

H1-2023

C$ thousands except EPS Q1-2022 Q1-2023 Q2-2022 Q2-2023 H1-2022 H1-2023
Revenue 26,799 25679 6,161 6,750] 6,672 4812 12,833 11,562
Total Revenue $26,799 $25,679 $6,161 $6,750 $6,672 $4.812 $12,833 $11,562
Cost of Goods Sold 16,038 16.960 3,816 4,716 4,461 3.998 8,277 8.714
Gross Profit $10,761 $8,719 $2,345 $2,034 §2,211 $814 $4,556 $2,848
G&A 2,926 3,642 802 1,191 756 1,362 1,660 2,780
SBC 72 140] 126 224 24 (2)
Total $2,998 $3,782 $928 $1,415 $756 $1,362 $1,684 $2,778
EBITDA $7,763 $4,937 $1,417 $618 §1,455 -$548 $2,872 §70
Depreciation & Amort. 4,359 3.413 781 987 845 946 1,626 1,933
EBIT $3,404 $1,524 $636 -$368 $610 -$1,494 $1,246 -$1,863
Interest - - - - - - - -
EBT (before unusual items) $3,404 $1,524 $636 -$368 $610 -$1,494 §1,246 -$1,863
Finance Cost (148) (181) (44) (49) (43) (40) (87) (89)
Exploration

Unusual / Non-Recurring (1,813) 1,358 423 (74) (546) 48 (223) (28)
EBT $1,443 $2,701 $1,015 -$491 -$79 -$1,486 $936 -$1,978
Income Tax -1449 296 80 166 239 288 319 454
Net Income $2,892 $2,405 $935 -$657 -$318 -$1,774| $617 -$2,432
Basic EPS 0.06 0.05] 0.02 (0.01) 0.00 (0.03)] 0.02 (0.04)

Q1-2022 Q1-2023 Q2-2022

EBT (before unusual items)

Q1-2022 Q1-2023 Q2-2022

G&A Expense / Revenue i 3 | 17 6%
Stock Based Comp / Revenue

Q2-2023

H1-2022

H1-2023

-10%

-37%

67%

-88%
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Strong balance
sheet

$10M in working
capital; no debt

MCAP of $9M, and
working capital of
$10M, imply that
SAM has a negative
EV

Junior producers are
trading at EV$4k/oz
of annual production

H1-2022 H1-2023

Funds Flow from Operations $7,316 $5,279 $3,011 ($38)
Cash Flow from Operations $7,728 $5,833 $3,100 (5994)
Cash Flow from Investing ($1,119) ($1,017) ($1,2086) ($562)
Cash Flow from Financing (83,958) (5611) (5256) $802
FOREX (S264) $221 (898) $774
Net Change in Cash $2,287 $4,426 $1,540 $20

Free Cash Flows $7.,430 $4,928
2021

$4 392

$1,894

Q2-2023

Liquidity Analysis ($000)

Cash 58,818

Working Capital $5,829 $9,135
Current Ratio 319 343 1.60
Debt / Capital - - 19.7%
LT Debt / Capital - - 9.2%
Options # Exercise Price Amount
Total - - -
In-the-Money - - -
Warrants # Exercise Price Value
Total 3,000,000 $0.30 $900,000

Source: FRC / Company

FRC Valuation and Rating

EV / Annual
Production

EV / EBITDA

Gold Producers (forward)

EV / Resources

EV I R (forward)

$ loz

1 Perseus Mining Limited (ASX:PRU) 52,628 511,068 $399 1.7x 3.8x
2 China Gold International (TSX:CGG) 52,287 510,652 5260 1.5x 4 .5x
3 New Gold Inc. (TSX:NGD) 1,097 $3.400 5228 1.3x 2.9x
4 Karora Resources Inc. (TSX:KRR) 5851 $13.235 n'a 24x 6.6x
5 Argonaut Gold Inc. (TSXAR) 5609 $3.380 356 0.9x 2.8x
6 Resolute Mining Limited (ASX:RSG) $562 $1.461 334 0.6x 2.0x
7 GCM Mining - merged 5230 $1,381 325 0.7x 1.7x
8 Tribune Resources Limited (ASX.TBR) $235 $3,544 $133 1.7x n/a
9 Steppe Gold (TSX: STGQ) §70 $1.400 529 1.0x 2.5x
10 Gascoyne Resources Limited (ASX:GCY) 561 5834 385 nia 38x
" Great Panther Mining Limited (TSX:GPR) 552 3439 330 0.6x nia
12 Starcore International (TSX: SAM) 52 nfa nfa nfa nla

Average $3,973 $98 1.2x 34x

Source: FRC / S&P Capital 1Q / Various
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Income Statement (YE - Apr 30)

C$ thousands except EPS 2022 2023E
Revenue 26,799 25,679 24,719 26,806
Total Revenue $26,799 $25,679 $24,719 $26,806
Cost of Goods Sold 16,038 16,960 17,688 17,812
Gross Profit $10,761 $8,719 $7,031 $8,995
We are expecting G&A 2,926 3,642 5,560 5,838
SAM to produce 11 SBC 72 140 100 100
Koz AuEq per year Total $2,998 $3,782 $5,660 $5,938
in 2023. and 2024 EBITDA $7.763 $4,937 $1,371 $3,057
Depreciation & Amort. 4,359 3413 3,866 4,059
EBIT $3.,404 $1,524 -$2,495 -$1,003
Interest - -
EBT (before unusual items) $3,404 $1,524 -$2,495 -$1,003
Finance Cost (148) (181)
Exploration
Unusual / Non-Recurring (1,813) 1,358
EBT $1,443 $2,701 -$2,495 -$1,003
Income Tax -1449 296
Net Income $2,892 $2,405 -$2,495 -$1,003
Basic EPS 0.06 0.05 (0.04) (0.02)
Operating Life (years) 10
Ore (M) 216
FV (CS$ per share) LT Gold Price (USS$ / oz)
Annual Geld Equiv. Preduction (oz) 10,777 51200 51300 51400 51600
LOM Average Gold Grade (gpt) 1.76
Recovery Rate 85% En:::m
LT Average Price of Au (USS/oz) -2025+ 51,400
Based on their Operating Cost (LOM) - USS/oz 21,100
reserve/resource-  DiscountRate e
base, we are After-Tax Net Asset Value ($M) $12.94
assigning a fair Value per Share 50.23

value estimate of
$0.23 per share for

San Martin, and

$0.31 per share for ~ operating Life (years) 1
El Creston Ore (M) 190 [T e
Annual Mo/Cu Production (Mibs) 24 Mlbz each 514.00 $15.00 $17.50 $20.00
Recovery Rate (Mo/Cu) 38% / B4%
LT Average Price of Mo/Cu (USS/b) s1sis3 A
Operating Cost (LOM) - USS# 515
Initial CAPEX (USS) 5800
Discount Rate 11.6%
After-Tax Net Asset Value (SM) $17.28
Value per Share $0.31
Source: FRC
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Valuation Summary

Our fair value

estimate is $0.73 San Hfarti 5022
per share El Creston 30.31
Working Capital - Debt 2019
Fair Value (CSM) $0.73
Source: FRC

We are initiating coverage with a BUY rating, and a fair value estimate of
$0.73 per share. As shares are trading below cash, we believe SAM is
significantly undervalued at current price levels. We are expecting a rally in gold
prices when the Fed turns less hawkish (expected in the coming months).

Risks
We believe the company is exposed to the following key risks (not exhaustive):

We are assigning a
risk rating of 4

The value of the company is dependent on metal prices
(Speculative)

Development and exploration risks
Foreign exchange risks

>
>
>
> No assurance that the company can advance all of its projects simultaneously
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Income Statement (YE - Apr 30)

C$ thousands except EPS

APPENDIX

Revenue 26,799 25679 24719 26,806
Total Revenue $26,799 $25,679 $24,719 $26,806
Cost of Goods Sold 16,038 16,960 17,688 17,812
Gross Profit $10,761 $8,719 $7.031 $8,995
G&A 2,926 3,642 5,560 5838
SBC 72 140 100 100
Total $2,998 $3,782 $5,660 $5,938
EBITDA $7,763 $4,937 $1.371 $3,057
Depreciation & Amort. 4,358 3,413 3,866 4,058
EBIT $3,404 $1,524 -$2,495 -$1,003
Interest - -
EBT (before unusual items) $3,404 $1,524 -$2.495 -$1,003
Finance Cost (148) (181)
Exploration
Unusual / Non-Recurring (1,813) 1,358
EBT $1,443 $2,701 -$2,495 -$1,003
Income Tax -1449 296
Net Income $2,892 $2,405 -$2,495 -$1,003
Basic EFP3 0.06 0.05 (0.04) (0.02)
Balance Sheet

C$ thousands

ASSETS

Cash 4,392 8818 10,075 10,715
Accounts Receivable 1,170 1,580 1,659 1,742
Inventory 1,781 1,535 1,612 1,692
Prepaid Exp./ Others 1,146 964 1,012 1,063
Total Current Assets $8,489 $12,897 $14,358 $15,212
PFE 29,404 29,820 26,204 22,645
Right-of-use assets a79 894 894 894
Exploration 4,088 5,082 5,832 7,832
Deferred tax assets 3.5M1 3,348 3,348 3.348
Total Assets $46.471 $52,041 $50,636 $49,931
LIABILITIES

Trade & other payables 2,213 3,126 3,282 3,448
Current portion of lease liability 447 636 668 701
Total Current Liabilities $2,660 $3,762 $3,950 $4,148
Rehabilitation 1,952 2,353 2,002 2,002
Lease liability 500 262 262 262
Deferred tax liability 5,079 5610 5,610 5,610
Total Liabilities $10,191 $11,987 $11,824 $12,022
Share Capital 50,725 50,725 51,878 51,878
Equity Researve 11,349 11,349 11,449 11,549
Retained Earnings/Deficit (26,610) (24,205) (26,700) (27,702)
Foreign currency translation 816 2,185 2185 2.185
Total Liabilities And Equity $46.471 $52,041 $50,636 $49,931
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Cash Flow

C$ thousands 2023E

Net Income 2,892 2,405 (2,495) (1,003)
Depreciation & Amaort. 4 456 3,470 3,866 4 059

SBC 72 140 100 100

Others (104) (736)

Working Capital 412 554 (16} (17)
Cash from Ops. $7,728 $5,833 $1,455 $3,140
Investments in exploration (298) (905) (750) (2,000)
Proceeds from reclamation deposit 456 1,734

Purchase of mining interest & PPE (1,277} (1,846) (250) (200)
Cash from Investing -$1,119 -$1,017 -$1,000 -$2,500
Debt (3,234) -

Equity - - 1,153

Other (724) (611) (351)

Cash from Financing -$3,958 -$611 $802 $0
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Fundamental Research Corp. Equity Rating Scale:

Buy — Annual expected rate of return exceeds 12% or the expected return is commensurate with risk

Hold — Annual expected rate of return is between 5% and 12%

Sell — Annual expected rate of return is below 5% or the expected return is not commensurate with risk

Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.

Fundamental Research Corp. Risk Rating Scale:

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated
industry. The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure
is conservative with little or no debt.

2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. The industry and company are relatively less
sensitive to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive
free cash flows (though current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use
of debt.

3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and cash flow are
sensitive to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use is in line with industry
averages, and coverage ratios are sufficient.

4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a
turnaround situation. These companies should be considered speculative.

5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products.
Products may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues and may rely on external funding.
These stocks are considered highly speculative.

Disclaimers and Disclosure

The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates
and opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or
correctness. There is no guarantee that our forecasts will materialize. Actual results will likely vary. The analyst and Fundamental Research Corp. “FRC” does
not own any shares of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking
business with the subject company. Fees were paid by SAM to FRC. The purpose of the fee is to subsidize the high costs of research and monitoring. FRC takes
steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional
Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release of the reports, and release
of liability for negative reports are protected contractually. To further ensure independence, SAM has agreed to a minimum coverage term including an initial report
and three updates. Coverage cannot be unilaterally terminated. Distribution procedure: our reports are distributed first to our web-based subscribers on the date
shown on this report then made available to delayed access users through various other channels for a limited time.

The distribution of FRC'’s ratings are as follows: BUY (63%), HOLD (2%), SELL / SUSPEND (35%).
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/ for subscription options.

This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and
uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but
are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other
risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities
regulators. By making these forward-looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these
statements for revisions or changes after the date of this report. A report initiating coverage will most often be updated quarterly while a report issuing a rating may
have no further or less frequent updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT ASSUMES
FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO. ALWAYS TALK TO YOUR
FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE,
OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN
MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO. This REPORT is solely
for informative purposes and is not a solicitation or an offer to buy or sell any security. It is not intended as being a complete description of the company, industry,
securities or developments referred to in the material. Any forecasts contained in this report were independently prepared unless otherwise stated and HAVE NOT
BEEN endorsed by the Management of the company which is the subject of this report. Additional information is available upon request. THIS REPORT IS
COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper credit, including citing Fundamental Research
Corp and/or the analyst, when quoting information from this report.

The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction.
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