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Industry Highlights

e On June 17, 2017, Deutsche Bank released a statement saying that Mineral
Resources (ASX:MIN) will reach a production level of 300,000 — 500,000 tonnes
of ore per month, and that the scale of this production puts downward pressure on
spot prices of lithium. This is a common concern in the industry, due to the sheer
amount of mining juniors entering the industry to try and capitalize on the growing
demand for lithium. Paul Robinson, director at consultancy CRU Group, believes
the concern with lithium is that there will be too much supply. He also stated we
will end up with a mature market at some point but wonders how far prices must fall
before this becomes a reality. Some experts, however, disagree with this statement
and believe that the demand is so strong, and will grow so much that junior miners
are needed in the industry to help supply catch up with demand.

e Argentina is becoming the hub for lithium companies. Argentinian president
Mauricio Macri recently removed currency and capital controls taxes, which has led
to 40 foreign companies considering opportunities in Argentina’s mining industry,
with more than half those being in lithium. Argentina’s mining secretary Daniel
Meilan says Albemarle (NYSE: ALB), and China’s CITIC are among the groups
looking at opportunities in Argentina, as part of a $20B pipeline of mining projects
through 2025. If all the projects go ahead, Argentina’s annual lithium output would
increase to 165,000 tonnes.

e First Cobalt Corp (TSXV:FCC) has proposed a friendly merger with Canada-
focused Cobalt One (ASX:CO1) to create what it says would be one of the largest
cobalt exploration companies in the world. The agreement, signed in early-June,
grants First Cobalt an option to acquire 50% of Cobalt One’s cobalt assets in the
Cobalt region of Ontario. The merger would consolidate the two largest land packages
in the Cobalt camp into a single landholder with more than 10,000ha.
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Industry Insights

Lithium Market

Lithium mining companies supply companies in the battery manufacturing industry, whose
demand is determined by many factors. Some of the biggest factors that influence demand

include:

* Demand for disposable lithium batteries, which power consumer products such
as toys, cameras, etc. As per-capita disposable income rises the demand for these
products goes up. And subsequently demand for lithium batteries, and lithium metals.

* Lithium demand is increasingly dependent on the demand for electric and hybrid
vehicles. Tesla, Nissan, and Ford all use lithium-ion batteries and have established

their own lithium-ion battery production facilities to reduce costs.

* Demand is dependent on levels of government spending on defense and energy
infrastructure. Industry operators sell lithium-ion batteries to these sectors for use
in military hardware, energy storage, and other machinery and equipment. Demand
can also be supported by government regulation, as regulation encourages use of
alternative forms of energy.

Revenue in the lithium battery industry is projected to grow at an annualized rate of 5.5% from
2017-2021, totaling $4.9B in 2021. The growth will be driven by the green movement that will
continue to lead demand for electric vehicles and energy storage systems that use lithium-ion

batteries.

Figure 1: Lithium-Ion Battery Industry Outlook

Revenue Qutlook

Year

2017
2018
2019
2020
2021
2022

Revenue $ million

4,022.7
4.162.8
43827
4.506.2
4,861.5
5.071.8

Growth %

8.1
3.5
5.3
49
5.8
43

Source: IBIS World
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Notable Performers

Nemaska Lithium Inc. (TSX: NMX)

Nemaska Lithium is a late-stage lithium exploration company that intends to become a
lithium hydroxide and lithium carbonate supplier to the emerging lithium battery market. The
Company is currently developing a project in James Bay, Quebec on the Whabouchi property
with the intention to develop high-purity lithium hydroxide and carbonate. The Company’s
stock is down 24% since our last report, likely due to project financing delays.

The 2016 feasibility study for the James Bay project found 5.5mm tonnes of spodumene
concentrate converted into 728,000 tonnes of battery grade lithium hydroxide and 85,000
tonnes of battery grade lithium carbonate. They estimate initial capital costs of $549mm and

an after-tax NPV of $1.16B with an IRR of 30.3%.

Figure 2: James Bay Project NPV

Mine Life and Pre-Tax Pay Back of Capital Costs
Life of Mine Revenue

Pre-Tax Net Undiscounted Cash Flow

After-Tax Undiscounted Cash Flow

Pre-Tax NPV 8% Discount (base case)

After-Tax NPV 8%Discount (base case)

Pre-Tax & After-Tax Internal Rate of Return (IRR)
Total Initial Capital Costs

Selling Price Lithium Hydroxide

Selling Price Lithium Carbonate

Average Cost/itonne of Spodumene Concentrate
Average Cost/tonne of Lithium Hydroxide
Average Cost/tonne of Lithium Carbonate

Life of Mine Production

Exchange Rate $C to $US

26 years with a 2.4 years pay back period
$9.2 Billion (US $7.4 Billion)

(average of $354 M/yr)

$6.2 Billion (US $4.9 Billion)

(average of $260 M/yr excluding initial CAPEX)
$3.9 Billion (US $3.1 Billion)

$1.9 Billion (US $1.5 Billion)

$1.2 Billion (US $924 Million)

Pre-Tax: 37.7% and After-Tax: 30.3 %

$549 M (US $4398 M) in CAPEX including
contingency of $56 M (US $45 M)

US $9,500/t FOB Shawinigan

US $7,000/t FOB Shawinigan

$181/t (US $145/t) FOB Whabouchi Mine
$2,693/t (US $2,154/t) FOB Shawinigan
$3,441/t (US $2,753/t) FOB Shawinigan

5.5 M tonnes (approx. 213k tonnes/year) of
spodumene concentrate converted into battery
grade lithium hydroxide for approx. 714K tonnes

(27.5k tonnes/year) and approx. 84k tonnes (3.2k

tonnes/year) of lithium carbonate.
1:0.80

Source: Company Filings
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When the spodumene concentrate is extracted from the Whabouchi property it is sent to
the Company’s commercial hydromet plant in Quebec. The hydromet plant will convert
spodumene concentrate into high-purity lithium hydroxide and carbonate.

The Company intends to start commissioning the Whabouchi mine by mid-2018, while the
Hydromet plant will start up by Q1/2019. The project, however, is severely underfinanced, as
the Company has only funded $107mm out of the ~§549mm upfront capital costs.

Figure 3: Project Development
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Source: Company Filings

On June 12, 2017, the Company provided an update on the financing of the project. They
stated they raised $50mm in a bought deal, in which the underwriters purchased 47,620,000
common shares at a price of $1.00 per share. The Company also stated they have not yet been
able to obtain debt financing but are in discussions with certain parties and believe they will
enter into an agreement with lenders by the end of Q3/2017. Furthermore, they stated that the
Quebec government has not yet allowed them anymore grants, but the two parties will continue
discussions.

As the Company’s projected start-up date gets closer, the risk of the project only goes up, as
they will likely have to take on an unfavourable financing option, or move the projects start
date back.
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eCobalt Solutions Inc. (TSX: ECS)

eCobalt is an established cobalt producer committed to providing ethically produced,
environmentally sound, battery grade cobalt salts for the rechargeable battery and renewable
energy sectors. The Company has seen an up and down performance since our last report.

On March 1, 2017, eCobalt announced the closing of a $17.3mm bought deal financing. The
Company issued 17.25mm units at $1.00 per unit, each unit consisting of one share and one
warrant with an exercise price of $1.50. The funds for the project were used to develop the
Company’s Idaho Cobalt Project (ICP). This triggered a 25% drop in eCobalt’s stock price that
week, as the stock was trading at $1.47 and the deal was done at $1.00.

Figure 4: Cobalt Price Chart
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Source: Infomine.com

The stock has since rebounded and has seen an appreciation in share price due to steadily-rising
cobalt prices as well as a positive updated feasibility study announcement on June 1, 2017. On
June 23, 2017, the Company announced a second update on the project. The project updates are
seen in Figure 5.
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Figure 5: ICP Update

Discipline / Area % Complete
Geology & Mineral Resources 100
Mine Engineering & Design 95
Mill’Concentrator Engineering 100
CPF Engineering 100
Capital cost estimate 80
Operating cost estimate 40
Economic Results 25
Preparation of Technical Report 50

Source: Company Filings

The ICP project should prove to be extremely profitably for the Company, and seeing them
make progress on schedule is an encouraging sign. The property holds an estimated 38.5mm
Ibs of cobalt at a grade of 0.55%. The cost per pound of cobalt is estimated at US$4.94, so
margins have increased since the time of study due to increased cobalt prices. The project has
a post-tax NPV of US$113mm and IRR of 24.07%, using a discount rate of 8.5% and cobalt
prices of US$19.50/1b.

Figure 6: ICP Project NPV

« s s s s s = =

Pre-Tax NPV8.5%:

Post-Tax NPV8.5%:

Initial Capital Costs:

Life of Mine (LOM):

EBITDA:

LOM Gross Revenue:

LOM Total Net After Tax Cash Flow

LOM Average Net Cash Cobalt Production Cost:

(net of gold, copper and magnesium credits)
Pre-Tax Initial Capital Payback:

LOM Cobalt Production:

LOM Copper Production:

LOM Gold Production:

(including ounces in copper con and doré)

$148 million, IRR 27.7%
$113 million, IRR 24.07%
$147 million

12.5 years post preproduction
$515 million

$983 million

$258 million

$4.94 per pound

3.7 years
35,356,415 pounds
57,384,700 pounds
46,858 ounces

Source: Company Filings

Galaxy Resources Ltd. (ASX: GXY)

Galaxy is a global lithium company with a diverse project portfolio, consisting of both hard
rock and brine assets in Canada, Australia, and Argentina. The Company produces spodumene
at its Mt. Cattlin Lithium & Tantalum Mine in Western Australia. They also own and develop
many other projects. The Company’s stock is down 23% since our last report due to a sell off
in several ASX-listed lithium companies due to fears of an oversupply from direct shipment
lithium ore (DSO).
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DSO is a mining activity that ships bulk ore for the mine site directly to a refinery to extract the
commodity. In the case of lithium, producers would mine and crush lithium-bearing pegmatite
ore and then ship it to chine where the material is then converted into lithium carbonate or
lithium hydroxide. Many brokerage houses have provided logical arguments as to why the
DSO oversupply is overstated. The reports are technical so it is best I let them explain their
arguments. A Report from Canaccord can be found here, and a report from Citi can be found
here. The fear of a DSO oversupply provides the opportunity to get into Galaxy at a good price.

Galaxy has one operational mine and multiple exploration projects. The Company has been
ramping up production at their Mt. Cattlin mine. In early April, the plant achieved 100% of

its throughput capacity of 120 tonnes per hour, throughput for the quarter totalled 248,488 dry
metric tonnes (dmt). Product sales for Q1/2017 were 23,455 dmt, transitioning into US$13mm
in sales, costs were US$389 per dmt, and the Company generated EBITDA in Q1/2017. Galaxy
is also commencing an exploration drilling program at the site, with the objective of supporting
the site in the short and medium term.

Figure 7: Mt. Cattlin — Production & Sales Statistics

wmt 233,193 233,193 138,346
“ % 0.96 096 0.93
B 140,069 140,069 95,839
dmt 248,488 248,488 97,773
% 1.02 1.02 1.03
dmt 23,467 23,467 9,695
il 23,455 23,455 13,700

Source: Corporate Filings

The Company also has a fully-funded project in Sal de Vida, Argentina. The Definitive
Feasibility Study (DFS) shows an after-tax NPV of US$1.0B using a 10% discount rate.

The Company’s biggest catalyst will likely come from a resource update on their James Bay
project. The James Bay project was suspended in 2012. The Company, however, has recently
started up drilling work in early March and is focused on exploring and developing the lithium
resources contained in numerous spodumene-bearing pegmatites. This is the James Bay
resource estimate from 2010.
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Figure 8: James Bay Project Resource Estimate — 2010
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Source: Company Filings

The Company states that, “the data that will be collected in the current drilling program will
allow for an update to these resources in the final DFS.”

The Company is trading at 0.5x its estimated NAV of $1.3B, which is below the mining
industry average of 0.7x. This is likely due to concerns of a DSO oversupply. This provides the
opportunity to invest in a solid lithium company at a discounted price.
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Important Disclosure

Smallcappower.com is owned and operated by Ubika Corporation whose divisions include Ubika Research and Ubika Communications. Ubika Corp. is a wholly owned
subsidiary of Gravitas Financial Inc. The following terms and conditions (“Terms of Use”) govern the use of this website (“site”) www.SmallCapPower.com. By accessing
this site, you agree to comply with and be legally bound by the Terms of Use as set out herein. Ubika reserves the right to seek all remedies available at law and in
equity for violations of these Terms of Use, including the right to block access from a particular internet address to our site.

Disclaimer

Ubika Corporation and its affiliates or partners will seek to provide services to companies mentioned on the smallcappower.com website. Hence, all information
available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or recommendation to buy or sell securities.
Ubika Corporation and its related companies (including its directors, employees and representatives) or a connected person may have ownership/stock positions in, or
options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or
commodity futures contracts in certain underlying companies mentioned in this site and which may also be clients of Ubika’s affiliates. In such instances, Ubika and/or
its affiliates and/or their respective officers, directors or employees will use all reasonable efforts to avoid engaging in activities that would lead to conflicts of interest
and Ubika and/or its affiliates will use all reasonable efforts to comply with conflicts of interest disclosures and regulations to minimize the conflict.

Specifically all companies mentioned or listed as “Analyst Covered Companies” at smallcappower.com and which are shown under the heading “Analyst Covered
Companies” on the page: http://www.smallcappower.com/companies have entered into a commercial relationship with Ubika Corporation or our affiliates for capital
market services and have paid fees and/or shares or stock options or warrants for being featured and mentioned in smallcappower.com. Hence these “Analyst Covered
Companies” at smallcappower.com are shown at the website as an advertisement only and any mention of these companies does not and will not constitute an offer
to buy or sell securities in the featured companies. Ubika Corporation, its affiliates or partners will seek to provide services to companies mentioned in smallcappower.
com website. Hence, all information available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or
recommendation to buy or sell securities.

Ubika Corporation and its divisions Ubika Communication and Ubika Research (collectively, “Ubika”) are not registered with any financial or securities regulatory
authority in Ontario or Canada, and do not provide nor claims to provide investment advice or recommendations to any visitor of this site or readers of any content on
this site.

The information on this site is for informational purposes only. This site, including the data, information, research reports, press releases, findings, comments,

views and opinions of Ubika’s analysts, columnists, speakers or commentators, and other contents contained in it, is not intended to be: investment, tax, banking,
accounting, legal, financial or other professional or expert advice of Ubika or its affiliates, or a recommendation, solicitation or offer by Ubika or its affiliates to buy or
sell any securities, futures, options or other financial instruments, and such information should not be relied upon for such advice. Every user of this site is advised to
seek professional advice before acting or omitting to act on any information contained in the site.

Research reports and newsletters have been prepared without reference to any particular user’s investment requirements or financial situation. Where reference is
made to estimate of value or relative value of a specific company, there is no guarantee that these estimates are reliable or will materialize. Readers of these reports
and newsletters are advised to conduct their own due diligence before making any investment decisions. Ubika does not make independent investigation or inquiry
as to the accuracy and completeness of any information provided by the Analyst Covered companies. Although the content has been obtained from sources believed
to be reliable, this website could include technical or other inaccuracies or typographical errors and it is provided to you on an “as is” basis without warranties or
representations of any kind. Ubika and its affiliates make no representation and disclaim all express and implied warranties and conditions of any kind, including
without limitation, representations, warranties or conditions regarding accuracy, timeliness, completeness, non-infringement, satisfactory quality, merchantability,
merchantable quality or fitness for any particular purpose or those arising by law, statute, usage of trade, or course of dealing. Ubika and its affiliates assume no
responsibility to you or any third party for the consequences of any errors or omissions.

Information in this site is subject to change without notice. Ubika assumes no liability for any inaccurate, delayed or incomplete information, nor for any actions taken
in reliance thereon.

Ubika, its affiliates and their respective directors, officers, employees, or agents expressly disclaim any liability for losses or damages, whether direct, indirect, special,
or consequential, or other consequences, howsoever caused, arising out of any use or reproduction of this site or any decision made or action taken in reliance upon
the content of this site, whether authorized or not. By accessing this site, each user of this site releases Ubika, its affiliates and their respective officers, directors,
agents and employees from all claims and proceedings for such losses, damages or consequences.

Ubika and its affiliates do not endorse or recommend any securities issued by any companies identified on, or linked through, this site. Please seek professional advice
to evaluate specific securities or other content on this site. Links, if any, to third party sites are for informational purposes only and not for trading purposes.Ubika and
its affiliates have not prepared, reviewed or updated any content on third party sites and assume no responsibility for the information posted on them.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or
commodity futures contracts mentioned in this site.

This site may include forward-looking statements about objectives, strategies and expected financial results of companies featured in this site or where research
reports are available on companies displayed and/or featured on this site. Such forward-looking statements are inherently subject to uncertainties beyond the control
of such companies. The users of this site are cautioned that the company’s actual performance could differ materially from such forward-looking statements.

World Wide Web sites accessed by hypertext links (“hyperlinks”) appearing in this site have been independently developed by parties other than Ubika and Ubika
has no control over information in any hyperlinked site. Ubika is providing hyperlinks to users of this site only as a convenience. Ubika makes no representation and
is not responsible for the quality, content or reliability of any information in any hyperlinked site. The inclusion of any hyperlink in this site should not be construed
as an endorsement by Ubika of the information in such hyperlinked site and does not imply that Ubika has investigated, verified or monitored the information in
any such hyperlinked site. Should you wish to inquire about creating a link from your World Wide Web site to this site, contact SCP marketing via e-mail at: info@
smallcappower.com. for written authorization.

See our full disclaimer here.
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