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1. NATURE OF OPERATIONS 

Graphite One Inc. (“Graphite One” or the “Company”) is a Canadian publicly traded mineral exploration company 
headquartered in Vancouver, British Columbia and its common shares trades on the TSX Venture Exchange (TSX-V) 
under the symbol GPH and the over-the-counter market exchange (OTCQX) in the United States under the symbol 
GPHOF.  The Company’s registered office is located at Suite 600 – 777 Street Hornby, Vancouver, B.C. V6Z 1S4.  

The Company is focused on developing its Graphite One Project (the “Project”) with a plan to mine graphite from 
the Company’s Graphite Creek Property, process the graphite into concentrate at a mineral processing plant located 
adjacent to the proposed mine, and shipped to the Company’s proposed manufacturing plant in Washington State 
where anode materials and other value-added graphite products would be produced. 
 
The ability of the Company to proceed with the evaluation and development of the Project depends on a number of 
factors, the key ones including obtaining the necessary financing to complete the evaluation and development, and 
ultimately upon future profitable production or proceeds from disposition of the Project. 

2. GOING CONCERN 

These consolidated financial statements have been prepared on the basis of accounting principles applicable to a 
going concern, which assumes that the Company will continue to operate for the foreseeable future and will be able 
to realize its assets and discharge its liabilities in the normal course of operations as they come due.  In assessing 
whether the going concern assumption is appropriate, management takes into account all available information 
about the future, which is at least, but is not limited to, twelve months from the end of the reporting period. 

As at December 31, 2023, the Company had a cash balance of $1,824,331 (December 31, 2022: $501,704), working 
capital of $74,499 (December 31, 2022: $3,769,381 working capital deficit), and an accumulated deficit of 
$47,931,655 (December 31, 2022: $39,479,688).  The Company has incurred losses since inception and does not 
generate any cash inflows from operations.  For the year ended December 31, 2023, cash used in operating activities 
totaled $3,550,498 (December 31, 2022: $3,354,647) and $15,030,673 (December 31, 2022: $13,612,647) were 
spent on project related expenditures.  Subsequent to December 31, 2023, the Company issued 5,130,873 common 
shares for gross proceeds of approximately $3,800,000 (CA$5,130,873) pursuant to the exercise of outstanding 
common share purchase warrants at an exercise price of $0.74 (CA$1.00) per share (the “April 2024 Warrants 
Exercises”). 

The Company’s ability to continue to meet its obligations and conduct its planned exploration and development 
activities is uncertain and dependent upon the continued financial support of its shareholders and on securing 
additional financing.  During the year ended December 31, 2023, the Company entered into a loan for $5,000,000 
(subsequently settled with a 1% Net Smelter Returns Royalty) and completed a non-brokered private placement. 
Including the April 2024 Warrant Exercises, the Company has raised gross proceeds of $20,263,251 since January 1, 
2023.  Based on projected administrative and project expenditures for 2024, the Company will require additional 
financings to continue to operate.   There can be no assurance that the Company will be successful in securing 
adequate funding through additional financings, which gives rise to material uncertainty that may cast significant 
doubt regarding the going concern assumption and, accordingly, the ultimate appropriateness of the use of 
accounting principles applicable to a going concern.  These consolidated financial statements do not reflect the 
adjustments to the carrying values of assets and liabilities and the reported expenses and statement of financial 
position classifications that would be necessary if the Company were unable to realize its assets and settle its 
liabilities as a going concern in the normal course of operations for the foreseeable future. These adjustments could 
be material.   
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3. BASIS OF PRESENTATION AND SUMMARY OF MATERIAL ACCOUNTING POLICIES 

These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards as issued by the International Accounting Standards Board  (“IFRS Accounting Standards”), effective as of 
December 31, 2023.   

The consolidated financial statements have been prepared on a historical cost basis except for certain financial 
instruments which have been measured at fair value.   

The functional currency of the Company is Canadian dollars (CA$) and for its wholly owned subsidiary, Graphite One 
(Alaska) Inc. (“G1 Alaska”) is United States dollars ($). The presentation currency of the Company is the United States 
dollar.  Transactions in currencies other than the functional currency are recorded at rates approximating those in 
effect at the time of the transactions.  Monetary items are translated at the exchange rate in effect at the balance 
sheet date and non-monetary items are translated at historical exchange rates.  Translation gains and losses are 
reflected in the consolidated statements of loss and comprehensive loss for the period.   

Balance sheet items are classified as current if receipt or payment is due within twelve months.  Otherwise, they are 
presented as non-current. 

These consolidated financial statements include the accounts of the Company andG1 Alaska Control is defined as 
the exposure, or rights, to variable returns from involvement with an investee and the ability to affect those returns 
through power over the investee.  Power over an investee exists when we have existing rights that give us the ability 
to direct the activities that significantly affect the investee’s returns.  The financial statements of subsidiaries are 
included in the consolidated financial statement from the date that control commences until the date that control 
ceases. 

These consolidated financial statements were approved for issuance by the Board of Directors of the Company on 
April 26, 2024. 

a) Cash and cash equivalents 

Cash and cash equivalents include cash on hand, demand deposits and short-term, highly liquid investments 
that are readily convertible to known amounts of cash within three months of purchase. 
 

b) Property and equipment 

Property consists of right-of-use assets which is initially measured at cost, and subsequently at cost less 
accumulated depreciation and impairment losses and is adjusted for certain remeasurements of lease liability.  
Equipment is recorded at cost and carried net of accumulated depreciation and accumulated impairment losses. 
The cost of additions and improvements are capitalized. An item of equipment is derecognized upon disposal, 
or impaired when no future economic benefits are expected to arise from continued use of the asset. Any gain 
or loss on disposal of the asset, determined as the difference between the proceeds and the carrying amount 
of the asset is recognized in profit or loss. 

 
 Depreciation Rate 

Right of Use Assets Term of the lease 
Computer equipment  3 years straight line 
Analytical equipment  20% 
Mobile equipment  5 years straight line 
Preparation lab  50% 
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3. BASIS OF PRESENTATION AND SUMMARY OF MATERIAL ACCOUNTING POLICIES (Cont’d) 

b) Property and equipment 

The Company provides for depreciation using the straight-line method at rates designed to depreciate the cost 
of individual items over their estimated useful lives, less any residual value. Depreciation on operating assets is 
included in the statements of net loss as a component of office and administrative expenses. Depreciation of 
assets utilized in mineral exploration activities is capitalized as a cost of mineral properties. 

 
c) Exploration and Evaluation Properties 

i) Pre-license costs 
 

Costs incurred before the Company has obtained the legal right to explore are expensed, as incurred. 
 

ii) Exploration and evaluation costs 
 

Once the legal right to explore has been acquired, exploration and evaluation expenditures are capitalized 
as incurred, unless future economic benefit is not expected to be realized. The Company capitalizes the 
costs of acquiring, maintaining its interest in, exploring and evaluating mineral properties until such time as 
the lease expires, the property is abandoned, sold or considered impaired in value, on a property-by-
property basis. Exploration and evaluation properties are not amortized during the exploration and 
evaluation stage. 

 
Once the technical feasibility and commercial viability of the extraction of mineral reserves or resources 
from a particular mineral property has been determined, the related expenditures are assessed for 
impairment and are then reclassified to mineral property development costs.  

 
The establishment of technical feasibility and commercial viability of a mineral property is assessed based 
on a combination of factors, including: 

 
• the extent to which mineral reserves or mineral resources as defined in National Instrument 43-101 – 

Standards of Disclosure for Mineral Projects (“NI 43-101”) have been identified through a feasibility 
study or similar document; 

• the results of optimization studies and further technical evaluation carried out to mitigate project risks 
identified in the feasibility study; and 

• the status of environmental and mining permits and mining leases. 
 
Although the Company has taken steps to verify title to exploration and evaluation properties in which it 
has an interest, these procedures do not guarantee the Company’s title.  Such properties may be subject to 
prior agreements or transfers, non-compliance with regulatory requirements or title may be affected by 
undetected defects or changes in applicable law. 

The sale of net smelter royalties is generally charged against the exploration and evaluation asset; however, 
each transaction will be evaluated for the appropriate accounting treatment based on the royalty 
agreement. 

 
d) Government Grants  

The Company recognizes government grants at fair value when there is reasonable assurance the Company 
will comply with the conditions of any grant assistance, the funding for the government grant will be received, 
and the expenditures have been incurred.  Government grants related to exploration and evaluation assets are 
recorded against the carrying value of related exploration and evaluation asset.  Government grants related to 
research and development of new products or processes are charged to the statement of loss against the 
research and development expenses. 
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3. BASIS OF PRESENTATION AND SUMMARY OF MATERIAL ACCOUNTING POLICIES (Cont’d) 

e) Impairment 

The carrying values of the Company’s long-lived assets are reviewed at each reporting date to determine 
whether there is any indication of impairment.  If any such indication exists, then the asset’s recoverable amount 
is estimated. 

For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the 
smallest group of assets that generate cash inflows from continuing use that are largely independent of the cash 
inflows of other assets or groups of assets (the “cash-generating unit” or “CGU”).  The recoverable amount of 
an asset or CGU is the greater of its value in use and its fair value less costs to sell.  In assessing value in use, the 
estimated future pre-tax cash flows are discounted to their present value using a pre-tax discount rate that 
reflects current market assessments of the time value of money and the risks specific to the asset. 

An impairment loss is recognized if the carrying value amount of an asset or its CGU exceeds its estimated 
recoverable amount.  Impairment losses are recognized in profit or loss. 

Impairment losses recognized in prior periods are assessed at each reporting date for any indications that the 
loss has decreased or no longer exists.  An impairment loss is reversed if there has been a change in the estimates 
used to determine the recoverable amount.  An impairment loss is reversed only to the extent that the asset’s 
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation 
or amortization, if no impairment loss had been recognized.  A reversal of an impairment loss is recognized 
immediately in profit or loss. 

      
f) Income Taxes 

Tax expense recognized in profit or loss comprises the sum of deferred tax and current tax not recognized in 
other comprehensive income or directly in equity. 

Current tax assets and liabilities comprise those obligations to, or claims from, fiscal authorities relating to the 
current or prior reporting periods, that are unpaid at the reporting date.  Current tax is payable on taxable profit 
which differs from profit or loss in the financial statements.  Calculation of current tax is based on tax rates and 
tax laws that have been enacted or substantively enacted by the end of the reporting period. 

Deferred taxes are calculated using the liability method on temporary differences between the carrying amounts 
of assets and liabilities and their tax bases.  Deferred tax is not provided on the initial recognition of goodwill or 
on the initial recognition of an asset or liability unless the related transaction is a business combination or affects 
taxable profit or accounting profit.  Deferred tax liabilities on temporary differences associated with shares in 
subsidiaries are not provided for if reversal of these temporary differences can be controlled by the Company 
and it is probable that reversal will not occur in the foreseeable future. 

Deferred tax assets and liabilities are measured using enacted or substantively enacted tax rates expected to 
apply to taxable income in the years in which those temporary differences are likely to reverse.  The effect on 
deferred tax assets and liabilities of a change in tax rates is recognized in profit or loss in the period that includes 
the substantive enactment date.  Deferred tax assets are recognized for all temporary differences, carry-forward 
of unused tax credits and unused tax losses to the extent that it is probable that future taxable profits will be 
available against which they can be utilized. 

Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are expected to apply to 
their respective period of realization, provided they are enacted or substantively enacted by the end of the 
reporting period.  Deferred tax assets are recognized to the extent that it is probable that they will be able to 
be utilized against future taxable income. 
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3. BASIS OF PRESENTATION AND SUMMARY OF MATERIAL ACCOUNTING POLICIES (Cont’d) 

f) Income Taxes 

Deferred tax assets and liabilities are offset only when the Company has a right and intention to offset current 
tax assets and liabilities from the same taxation authority and the deferred tax assets and liabilities relate to 
income taxes levied by the same taxation authority on either the same entity or different entities which intend 
to settle current tax assets and liabilities on a net basis or simultaneously in each future period in which 
significant amounts of deferred tax assets or liabilities are expected to be recovered or settled. 

Changes in deferred tax assets or liabilities are recognized as a component of tax recovery or expense in profit 
or loss, except where they relate to items that are recognized in other comprehensive income or directly in 
equity, in which case the related deferred tax is also recognized in other comprehensive income or equity, 
respectively. 

g) Share-based Payments 

The Company grants share-based awards, including stock options (“Options”), restricted share units (“RSUs”) 
and performance share units (“PSUs”) to certain employees, directors and consultants of the Company. 

Share-based payment arrangements in which the Company has received goods or services from consultants are 
accounted for as equity-settled transactions and, when determinable, are recorded at the value of the goods 
and services received.  If the value of the goods and services received are not determinable, then the fair value 
of the share-based payment is used. 

The Company uses the Black-Scholes Option Pricing Model to calculate the fair value for all Options granted to 
directors, employees and consultants.  For directors, employees and consultants, the fair value of the Options 
is measured at the date of grant.  For grants to non-employees where the fair value of the goods or services is 
not determinable, the fair value of the Options is measured on the date the services are received by the 
Company. 

The fair value of share-based payments is charged either to profit or loss, or to the exploration and evaluation 
property, with the offsetting credit to reserves.  The fair value of the Options is recognized over the vesting 
period based on the best available estimate of the number of Options expected to vest.  Estimates are 
subsequently revised if there is any indication that the number of Options expected to vest differs from previous 
estimates.  Any cumulative adjustment prior to vesting is recognized in the current period.  If options vest 
immediately, the expense is recognized when the Options are granted.  Options granted that relate to the 
receipt of goods or services from certain consultants are recognized over the related service period.  When 
Options are exercised, the amounts previously recognized reserve are transferred to share capital. 

In the event Options are forfeited prior to vesting, the associated stock-based compensation recorded to date 
is reversed in the period of forfeiture.  The fair value of any vested Options that expire remain in reserves. 

For equity-settled RSUs and PSUs, the fair value is determined based on the quoted market price of the 
Company’s common shares on the TSX Venture Exchange (“TSX-V”) at the date of grant, and the fair value is 
recognized as a share-base payment expense or is capitalized to exploration and evaluation property over the 
vesting period with a corresponding amount recorded in reserves. 
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3. BASIS OF PRESENTATION AND SUMMARY OF MATERIAL ACCOUNTING POLICIES (Cont’d) 

h) Share capital 

When the Company issues units through a private placement offering, the common shares and common share 
purchase warrants are measured using the residual method.  This method allocates value first to the more easily 
measurable component based on fair value and the residual to the less easily measurable component.  The 
Company considers the fair value of its common shares to be the more easily measurable component and is 
valued with reference to the market price.  The residual value is attributed to the common share purchase 
warrants, if any, is recorded as a separate component of equity. 

i) Loss per Share 

Basic loss per share is computed by dividing net loss (the numerator) by the weighted average number of 
outstanding common shares for the period (denominator). In computing diluted earnings per share, an 
adjustment is made for the dilutive effect of outstanding Options, warrants and other convertible securities.  
When diluted earnings per share is calculated, on only those Options and other convertible securities with 
exercise prices below the average trading price of the Company’s common shares for the period will be dilutive. 

In the periods when the Company reports a net loss, the effect of potential issuances of common shares under 
Options and other convertible securities is anti-dilutive, therefore, basic and diluted loss per share is the same.  

j) Financial Instruments - Recognition and Measurement 

The Company classifies its financial assets in the following measurement categories: 
 
i) Those to be subsequently measured at amortized cost, or 
ii) Those to be subsequently measured at fair value (either through other comprehensive income or through 

profit or loss (“FVPL”)) 
 
The classification is driven by the business model for managing the financial assets and their contractual cash 
flow characteristics.  

The Company classifies cash and cash equivalents, deposits, trade and other payables and loans as subsequently 
measured at amortized cost. 

At initial recognition, financial assets and financial liabilities are measured at fair value less transaction costs 
except for financial assets classified as FVPL, where transaction costs are expensed directly to profit or loss. 

k) Related party transactions 
 

Parties are related if one party has the ability, directly or indirectly, to control the other party or exercise 
significant influence over the other party in making financial and operating decisions. Parties are also considered 
to be related if they are subject to common control. Related parties may be individuals or corporate entities and 
include key management personnel of the Company. A transaction is a related party transaction when there is 
a transfer of resources or obligations between related parties. 
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4. SIGNIFICANT JUDGMENTS IN APPLYING ACCOUNTING POLICIES 

The preparation of these financial statements requires management to make estimates and judgements that affect 
the reported amounts of assets and liabilities at the period end date and reported amounts of expenses during the 
reporting period. Such judgements and estimates are, by their nature, uncertain. Actual outcomes could differ from 
these estimates.  

The impact of such judgements and estimates are pervasive throughout the financial statements and may require 
accounting adjustments based on future occurrences. These judgements and estimates are continuously evaluated 
and are based on management’s experience and knowledge of the relevant facts and circumstances. Revisions to 
accounting estimates are recognized in the period in which the estimate is revised and are accounted for 
prospectively.  

In preparing these consolidated financial statements for the year ended December 31, 2023, the Company applied 
the critical estimates, assumptions and judgements as disclosed below: 

Exploration and evaluation property   

The Company is required to make significant judgments in assessing whether there are any indicators of impairment 
relating to exploration and evaluation property. If any such indicator exists, then an impairment test is performed 
by management. Indicators of impairment may include (i) the period for which the entity has the right to explore in 
the specific area has expired during the year or will expire; (ii) substantive expenditure on further exploration for 
and evaluation of mineral resources in the specific area is neither budgeted nor planned; (iii) sufficient data exists 
to support that extracting the resources will not be technically feasible or commercially viable; and (iv) development 
or sale of a specific area is unlikely to recover existing exploration and evaluation property costs.  If any of these 
indicators are present, management would need to assess whether the exploration and evaluation property should 
be impaired. There are no indicators of impairment as at December 31, 2023. 

Grant Reimbursement 

The Company exercises judgement and makes certain assumptions on whether certain feasibility study expenditures 
may qualify for reimbursement under the Department of Defense (“DoD”) Technology Investment Agreement 
(“TIA”), which may impact the carrying value of the exploration and evaluation asset. 
 
The Company exercises judgement and makes certain assumptions on whether certain research and development 
expenditures may qualify as expenditures associated with the Defense Logistic Agency “DLA” contract, which may 
impact income. 
 
Net Smelter Royalties 
 
The Company exercises judgement in the accounting treatment for a sale of a net smelter royalty.  There is no specific 
guidance on the sale of a mineral interest under IFRS, and for the most recent transaction the Company applied the 
consideration received as a reduction to the exploration and evaluation property.   
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5. NEW STANDARDS ADOPTED ON JANUARY 1, 2023 

Amendments to IAS 1 and IFRS Practice Statement 2 - Disclosure of Accounting Policies  
 
In February 2021, the IASB issued amendments to IAS 1, Presentation of Financial Statements, and IFRS Practice 
Statement 2. The amendments to IAS 1 require an entity to disclose its material accounting policies instead of its 
significant accounting policies. The amendments include clarification on how an entity can determine material 
accounting policies by applying the 'four-step materiality process' described in IFRS Practice Statement 2. The 
amendments to IAS 1 are effective for annual periods beginning on or after January 1, 2023. The Company adopted 
the amendments effective January 1, 2023, with no material impact to the consolidated financial statements 
for 2023. 
 
6. CASH AND CASH EQUIVALENTS 

 
 
7. RECEIVABLES 

 
 
On July 17, 2023, the Company was awarded a DoD TIA grant of up to $37.5 million (the “Grant”) under Title III 
of the Defense Production Act, funded through the Inflation Reduction Act.  The objective of the Grant is for the 
DoD to fund 50% of the costs to complete the Graphite Creek feasibility study by November 30, 2024. 
 
During the year ended December 31, 2023, the Company made submissions to the DoD to draw down 
$9,878,290 from the Grant for reimbursement of DoD’s 50% share of the feasibility study costs of which 
$667,424 was outstanding.  Subsequent to December 31, 2023, the outstanding balance was received. 
 

8. PREPAIDS AND DEPOSITS 
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9. PROPERTY AND EQUIPMENT 
 
 Property and equipment are comprised of the following: 
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10. EXPLORATION AND EVALUATION PROPERTY 

The following table summarizes the capitalized costs associated with the Company’s exploration and evaluation 
property: 

 
 

 Property Summary 
 

The Graphite Creek Property consists of 135 State of Alaska mining claims (“State Claims”) and forty-one state 
selected claims (“SS Claims”).  The Company maintains the State Claims by performing the required annual 
assessment work on or for the benefit of the State Claims; timely recording of the Affidavits of Annual Labor 
attesting to the performance of the required assessment work and by making timely annual rental payments to 
the Alaska Department of Natural Resources.  The SS Claims only require an initial deposit and do not require 
any annual labor obligations or rental payments.   
 
On June 21, 2023, the Company completed the buy back of a 1% net smelter returns payable on certain mining 
claims by issuing to the vendor 456,500 common shares of the Company at a price of CA$1.30, which was valued 
at CA$593,450 ($450,163).   
 
On December 27, 2023, Taiga Mining Company, Inc. (“Taiga”) exercised an option to acquire a 1% NSR from the 
Company in exchange for the settlement of a $5.0 million loan and approximately $0.2 million of accrued 
interest.  The 1% NSR commences on the first day of the month in which the first concentrate is produced from 
certain of the mineral claims for a period of twenty (20) years.   As a result of this transaction, the settlement 
value has been recorded as a reduction against the carrying value of the exploration and evaluation property. 
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10. EXPLORATION AND EVALUATION PROPERTY (Cont’d) 
 
Two net smelter royalties (“NSR”) remain outstanding on the Graphite Creek Property: a 5% NSR and a 2.5% 
NSR on certain Alaska state claims, of which 2% of each NSR can be purchased for a total of $4.0 million, leaving 
a 3.0% and a 0.5% NSR on their respective claims.  

 
On July 17, 2023, G1 Alaska was awarded a DoD TIA under Title III of the Defense Production Act and funded 
through the Inflation Reduction Act.  The total amount covered under the TIA is up to $75.0 million of which the 
DoD’s share is up to $37.5 million and G1 Alaska’s share is up to $37.5 million.  The term of the Agreement ends 
on November 30, 2024, the expenditures are subject to audit, and, if funds are available for drawdown from the 
grant, the Company may request an extension to the term end date, if required. 
 
During the year ended December 31, 2023, the Company drew down $9,878,290 from the TIA grant of which 
$667,424 was outstanding as at, and was received subsequent to, December 31, 2023 (Note 7). 

 
On December 18, 2023, the Company established two $50,000 deposits (“Restricted Cash”) which is reserved 
for the communities of Brevig Mission, Alaska and Teller, Alaska, through an agreement with Bering Straits 
Native Corporation (“BSNC”).  The purpose of the funds is to provide financial assistance for projects that benefit 
the communities as a whole and provide ongoing training in those communities.  The Company has committed 
to an additional $50,000 per community in 2024.    
 

11. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

  
 
12. SHARE CAPITAL 

a) Authorized 

 Unlimited number of common shares with no par value. 
 
b) Shares Issued 

The following share transactions occurred during the year ended December 31, 2023: 
 
The Company issued 18,851,943 common shares in connection with the exercise of warrants at an average 
exercise price of $0.70 (CA$0.94) per share.  
 
The Company issued 262,965 common shares in connection with the exercise of broker warrants at an average 
exercise price of $0.60 (CA$0.81) per share. 
 

The Company issued 456,500 common shares in connection with the exercise of an option to buy back a 1% NSR 
on certain mining claims at a price of CA$1.30 or CA$593,450 ($446,612). 
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b) Shares Issued (Cont’d) 

On September 14, 2023, the Company received approval from the TSX-V to close a private placement with BSNC 
for gross proceeds of CA$2,718,609 ($2,000,000) through the issuance of 2,802,690 units at a price of CA$0.97 
per unit.  Each unit consists of common share and one common share purchase warrant exercisable at CA$1.21 
per share and expires on September 14, 2024.  The Company granted BSNC an option to invest a further $6.0 
million in common shares of the Company at any time within twelve (12) months of the closing of the private 
placement.  The shares will be priced at the minimum price approved by the TSX-V. Based on the residual 
valuation method, no value was attributed to the common share purchase warrants. 
 
The following share transactions occurred during the year ended December 31, 2022: 
 
On August 30, 2022, the Company closed the first tranche of a non-brokered private placement of 8,762,071 
units at a price of CA$1.15 per unit for gross proceeds of CA$10,076,382.  Each unit consists of one common 
share and one transferable, common share purchase warrant entitling the holder to purchase one common 
share of the Company at a price of CA$1.50 per share for 2 years from the date of issuance.  The warrants include 
an accelerated exercise clause whereby, in the event the common shares trade at a price of CA$2.00 or more 
on the TSX-V or the Toronto Stock Exchange (if so listed at such time) for 10 consecutive trading days, the 
Company may, at its option, issue a press release and a notice to the warrant holders for the expiry of the 
warrants on the date that is 45 days from the press release and notice and the warrant holder may exercise the 
warrants during this 45-day period but no later than the expiry date.  Based on the residual valuation method, 
no value was attributed to the warrants. 
 
The Company paid finder’s fees and other share issuance costs of CA$426,178 and issued 316,758 transferrable 
broker warrants, each warrant entitling the holder to acquire one common share of the Company at a price of 
$1.50 per warrant. 
 
On September 19, 2022, the Company issued 9,296,328 common shares to Taiga at a price of CA$1.12 pursuant 
to a debt settlement agreement. 

 
On November 22, 2022, the Company closed the second tranche of non-brokered private placement of 560,915 
units at a price of CA$1.15 per unit for gross proceeds of CA$645,052.   
 
The Company paid finder’s fees and other share issuance costs of CA$65,079 and issued 39,264 transferrable 
broker warrants, each warrant entitling the holder to acquire one common share of the Company at a price of 
$1.50 per warrant. 
 

c) Share-based compensation 

The following table summarizes the amount of share-based compensation recognized during the years ended 
December 31, 2023 and 2022: 
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c) Share-based compensation (Cont’d) 

Stock Options 
 
Pursuant to the Company’s stock option plan for directors, officers, employees and consultants, the Company 
may reserve a maximum of 10% of the issued and outstanding listed common shares, the exercise price to be 
determined on the date of issuance of the Options.   

The following table summarizes activity related to Options: 
 

  

On January 19, 2023, the Company granted 1,517,743 stock options to its employees and officers with an 
exercise price of CA$1.00 per share, expiring 5 years from the date of grant.  The Options vest one third each 
year on the first, second and third anniversaries from the date of grant. 

On December 27, 2023, the Company granted 47,250 Options with an Officer with an exercise price of CA$0.83 
per share, expiring 5 years from the date of grant.  The Options vest one third each year on the first, second and 
third anniversaries from the date of grant. 
 
During the year ended December 31, 2023, the Company recognized share-based payment expense of 
$3,650,560 (December 31, 2022: $26,400) and capitalized $416,751 (December 31, 2022: $nil) to exploration 
and evaluation property. 

The fair value of the Options granted for the years ended December 31, 2023 and 2022 were estimated on the 
date of grant using the Black-Scholes Option Pricing Model with the following assumptions:  

 

The expected life is based on current expectations. The expected volatility reflects the assumption that the 
historical volatility will be similar to the future volatility. 
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c) Share-based compensation (Cont’d) 

Stock Options 
 
Options outstanding: 

 

 
 
Omnibus Incentive Plan 
 
Security-based awards under the Omnibus Incentive Plan (the “Omnibus Plan”) consists of RSUs and PSUs for 
officers and directors.  The maximum number of security-based awards to be granted under the Omnibus Plan 
is 12,500,000 and any adjustments are subject to approval by the TSX-V and the shareholders of the Company.  
 
As at December 31, 2023, the Company has 5,104,994 shares available under the Omnibus Plan for future grants. 
 
The following table summarizes the outstanding RSUs and PSUs: 

 

 
 

1 182,530 RSUs vest on December 27, 2024 and January 19, 2025 and 541,579 RSUs vest on January 19, 2026. 
2 The PSUs vest between 0% and 100% on January 19, 2027, subject to the achievement of certain corporate 

performance criteria. 
3 329,775 RSUs vest on the following dates: January 19, 2024, April 6, 2024, and July 6, 2024, and 329,776 RSUs 

vest on October 6, 2024.  On December 27, 2023, all the directors elected to extend the January 19, 2024 
vesting date to June 14, 2024. 

 
 



GRAPHITE ONE INC. 
Notes to the Consolidated Financial Statements  
December 31, 2023 and 2022 
(Expressed in United States dollars, unless otherwise indicated) 

20 
 

c) Share-based compensation (Cont’d) 

Omnibus Incentive Plan 
 

4 330,057 RSUs vest on each of the first and second anniversaries and 739,886 RSUs on the third anniversary of 
grant date.  On December 27, 2023, all the Officers elected to extend the January 19, 2024 vesting date to 
June 14, 2024. 

5 Certain directors have elected to extend the vesting date from December 27, 2023 to June 14, 2024. 
6 293,104 RSUs, 293,104 RSUs and 2,051,706 RSUs vest on the first, second and third anniversary of grant date, 

respectively. 
 
 On January 19, 2023, the Company granted 2,719,101 RSUs to its officers and directors at a price of CA$1.08 per 

RSU.  The fair value of the RSUs granted on January 19, 2023 was CA$2,936,629 which will be amortized over 
the vesting period of between one year and three years. 
 
On December 27, 2023, the Company granted 906,639 RSUs and 768,880 PSUs to its employees and officers at 
a price of CA$0.83 per unit.  The fair value of the RSUs and the maximum fair value of the PSUs were 
CA$1,390,681, which will be amortized over the vesting period of three years. 

 
d) Warrants 

 
The following table summarizes the activity related to Warrants: 
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d) Warrants (Cont’d) 
 

Warrants outstanding: 
  

 
 

Broker Warrants 

 The following table summarizes the activity related to Broker Warrants: 
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d) Warrants (Cont’d) 
 

Broker Warrants 

No broker warrants were issued during the year ended December 31, 2023.  The fair value of the broker warrants 
granted in the year ended December 31, 2022 was estimated on the date of the grant using the Black-Scholes 
Option Pricing Model with the following weighted average assumptions: 

 

Broker warrants outstanding: 
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13. RELATED PARTY TRANSACTIONS AND BALANCES 

Relationships Nature of the relationship 
Huston and Huston Holdings Corp.  Huston and Huston Holdings Corp. is a private company controlled by 

Anthony Huston, an officer and director of the Company which provides 
director and management services to the Company. The payments 
relate to management fees. 
  

Rockford Resources LLC  Rockford is a private company controlled by Patrick Smith, a director of 
the Company which provides Patrick Smith’s services as a director to the 
Company. The payments relate to director fees. 
 

ROTAK LLC ROTAK is one of the providers to the Company of helicopter support 
services in Alaska and provided these services to the Company in 2022.  
One of Taiga’s principals is also a manager in the entity that controls 
ROTAK. 
 

SSP Partners LLC SSP Partners LLC is a private company controlled by Scott Packman, a 
director of the Company which provides Scott Packman’s services as a 
director to the Company. Payments relate to director fees. 
 

Taiga Mining Company, Inc.  Taiga is a private company that owns more than 20% of the common 
shares of Graphite One, the owners are Jerry Birch and Kevin Greenfield. 
Payments in 2023 were related to interest on a $5 million loan that was 
settled in December 2023. 
 

a) Related party transactions 

 
 
Amounts owing to other related parties are non-interest bearing and unsecured, primarily for payroll 
obligations. As at December 31, 2023, the Company owed $690,000 (December 31, 2022 - $25,000) to related 
parties.  

During the year ended December 31, 2023, Taiga completed the following transactions with the Company: 

i) exercised 6,059,230 warrants at an average exercise price of $0.99 (CA$1.32) for gross proceeds of 
$5,977,635 (CA$8,021,550).  
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13. RELATED PARTY TRANSACTIONS AND BALANCES (Cont’d) 

a) Related party transactions 

ii) on July 19, 2023, G1 Alaska, the Company’s wholly owned subsidiary entered into an unsecured loan 
agreement (the “Loan”) for advances of up to $5.0 million, which was to mature on July 17, 2024 and 
carries an interest rate of twelve (12) percent per annum.  In connection with the Loan, the Company 
granted Taiga an option to acquire a 1% NSR on 133 Alaska state claims owned or leased by the 
Company. 

 
iii) on December 27, 2023, Taiga exercised its option to acquire the 1% NSR from the Company in exchange 

for the settlement of the $5.0 million loan and approximately $0.2 million of accrued interest.   The 1% 
NSR commences on the first day of the month in which the first concentrate is produced from certain 
of the mineral claims for a period of twenty (20) years. 

b) Key management compensation 

Key management are those personnel having the authority and responsibility for planning, directing and 
controlling the Company and include the President and Chief Executive Officer, Executive Chair, Chief Financial 
Officer, three (3) Vice-Presidents and the directors of the Company.  During the year ended December 31, 2023, 
the Company capitalized $0.1 million of key management compensation to exploration and evaluation property 
and the fire-fighting foam suppressant project.  Compensation paid to key personnel, which include the fees 
referenced in the above related party transactions table is as follows: 
 

 
 

14. RESEARCH AND DEVELOPMENT  

On September 11, 2023, the Company was awarded an 18-month, $4.7 million contract from the U.S. 
Department of Defense’s Defense Logistics Agency (“DLA”) to develop a graphite and graphene-based foam fire 
suppressant as an alternative to incumbent per- and polyfluorinated substances fire-suppressant materials.  The 
project is executed in partnership with Vorbeck Materials Corp. to meet the requirements of the DLA 
agreement.  Costs incurred by the Company, including contractual payments to Vorbeck, are recorded as 
research and development expenses, net of receipts from the DLA. 
 
For the year ended December 31, 2023, the Company received $787,593 from the DLA, which was applied 
against $877,863 of expenses relating to the development of the graphite and graphene-based foam fire 
suppressant. 
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15. FINANCIAL RISK MANAGEMENT 

The Company may be exposed to risks of varying degrees of significance which could affect its ability to achieve 
its strategic objectives.  The main objectives of the Company’s risk management processes are to ensure that 
risks are properly identified and that the capital base is adequate in relation to those risks. The principal risks to 
which the Company is exposed are described below. 

 
a) Credit risk 

Credit risk is the risk of potential loss to the Company if counterparty to a financial instrument fails to meet its 
contractual obligations.  The Company’s credit risk is primarily attributable to its cash and cash equivalents. 

The Company has assessed its exposure to credit risk on its cash and has determined that such risk is minimal.  
The majority of the Company’s cash are held with a chartered bank in Canada. 

b) Liquidity risk (Note 2) 

Liquidity risk is the risk that the Company is not able to meet its financial obligations as they fall due. As at 
December 31, 2023, the Company had a working capital balance of $74,499 (December 31, 2022:  $3,769,381 
working capital deficit). On July 17, 2023, the Company was awarded the Grant of up to $37.5 million from the 
DoD to accelerate the completion of its Graphite Creek feasibility study and entered into an unsecured, $5.0 
million loan with Taiga, a related party, which was subsequently settled on December 27, 2023. The Company 
submits a monthly draw down from the DoD for reimbursement for DoD’s share of the feasibility study 
expenditures. The Grant and the proceeds from any debt or equity financings will be used to fund the ongoing 
operations and the Graphite Creek project. There can be no assurance that the Company can obtain additional 
financing on terms acceptable to the Company or at all. 

c) Interest rate risk 

Interest rate risk is the risk arising from the effect of changes in prevailing interest rates on the Company’s 
financial instruments. 

The Company had $1,824,331 in cash and cash equivalents at December 31, 2023, on which it earns variable 
rates of interest, and may therefore be subject to a certain amount of risk, though this risk is considered by 
management to be immaterial. 

d) Foreign currency risk 

Foreign currency risk is the risk that the fair value of, or future cash flows from, the Company’s financial 
instruments will fluctuate because of changes in foreign exchange rates.   
 
At December 31, 2023, the Company has certain monetary items denominated in United States dollars and 
British pounds.  Based on these net exposures, a 10% appreciation or depreciation of the United States Dollar 
would result in an increase or decrease the Company’s net loss by $24,594 (December 31, 2022: $18,002). 
 
e) Fair Values 

The carrying values of cash and cash equivalents, amounts receivable, deposits, and trade and other accounts 
payable approximate fair values due to their short-term nature or the ability to readily convert to cash. 
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16. INCOME TAXES  

The income tax provision differs from the amount computed by applying the statutory rates to loss before 
income taxes.  These differences result from the following: 

 
 

Unrecognized deferred tax asset is comprised of the following tax affected temporary differences: 

 
 

As at December 31, 2023, the Company had tax loss carry forwards available:  

 Canada $ 23,851,554 (expire between 2026 and 2042) 
 United States $   8,207,563 (expire between 2030 and 2042) 

The ability to use U.S. loss carry-forwards in the future is subject to certain limitations under provisions of the 
Internal Revenue Code, including Section 382, which relates to a 50% change in control of ultimate 
shareholders over a three-year period, and is further dependent upon the Company attaining profitable 
operations.  Ownership changes, as defined, may have occurred in prior years for Graphite One Inc. and the 
U.S. tax losses related to G1 Alaska may be subject to limitation under Section 382.  Accordingly, the Company’s 
ability to use these losses may be limited or such losses may expire un-utilized.  Losses incurred to date may 
be further limited if a subsequent change in control occurs. 
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17. SUBSEQUENT EVENTS 

Subsequent to December 31, 2023, the Company: 

a) On February 13, 2024 announced amendments to the terms of an aggregate 11,955,677 outstanding 
common share purchase warrants (the “Warrants”) that are due to expire on August 28, 2024, September 
17, 2024, and November 21, 2024 such that the exercise price of all the Warrants is reduced to CA$1.00 per 
warrant, if exercised between February 20, 2024 and March 21, 2024, which was subsequently extended 
to March 28, 2024 (the “Reduced Term”).  The exercise price will revert to the original exercise price for 
any Warrants that were not exercised during the Reduced Term. 

If the Warrants are exercised during the Reduced Term, the holder of such Warrant will receive for each 
Warrant exercised, at no additional cost, one common share purchase warrant (the “Sweetener Warrant”), 
whereby the Sweetener Warrant will have an exercise price of CA$1.00 per common share and expire at 
the earlier of: (i) three (3) years from the date of issuance; and (ii) 30 days, at the Company’s option, if for 
any ten (10) consecutive trading days the closing price of the Company’s common shares on the TSX-V 
Venture Exchange (the “TSX-V”) equals or exceeds Cdn$1.20 (the “Warrant Incentive Program”).  
 
The Sweetener Warrants will be subject to a four month and one day hold period from their date of 
issuance. 
 
On April 2, 2024, the Company closed the Warrant Incentive Program receiving aggregate gross proceeds 
of CA$5,130,873 ($3,780,000) from the exercise of 5,130,873 Warrants.  The exercise price on the remaining 
6,824,804 Warrants that were not exercised during Reduced Term revert to the original terms as they 
existed prior to the Warrant Incentive Program. 

In connection with the Warrant Incentive Program, the Company issued an aggregate of 5,130,873 
Sweetener Warrants.   

b) On March 20, 2024, the Company announced it had selected Ohio’s “Voltage Valley” as the site of the 
Company’s graphite anode manufacturing plant by entering into a land lease agreement for a 50-year term, 
contingent on certain future events. 
 

c) On March 19, 2024, the Company granted 2,905,158 Options, 2,376,956 RSUs and 1,215,778 PSUs to its 
employees, officers, directors, and advisors pursuant to the terms of the Company’s Stock Option Plan and 
Omnibus Plan.   
 
The Options were granted at an exercise price of CA$0.93, being the closing price of the Company’s shares 
on the TSX-V on March 18, 2024.  The Options vest one-third (1/3) on the first, second and third anniversary 
from the March 19, 2024 grant date and will expire on March 19, 2029.   
 
Each RSU will convert into one common share of the Company on each vest date.  The Company granted 
1,215,778 RSUs its officers which vest one-third (1/3) on the first, second, and third anniversary dates from 
the date of grant and granted 1,161,178 RSUs to directors.  One-quarter (1/4) of the RSUs will vest on the 
following dates: March 19, 2025, March 31, 2025, June 30, 2025 and September 30, 2025.  Each PSU will 
convert into one common share subject to the achievement of certain corporate performance criteria which 
will vary from 0% to 100% vesting on the March 19, 2027 vesting date. 
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