
BUSINESS ACQUISITION REPORT 
 
 

Identity of Company 
 

Name and Address of Company 
 

South Star Mining Corp. (the “Company”) 
Suite 1200 - 750 West Pender Street 
Vancouver, British Columbia, V6C 2T8 

 
Executive Officer 

 
For additional information regarding any information contained in this Business Acquisition 
Report, please contact Justin Blanchet, Chief Financial Officer at (236) 521-0574. 

 
Details of Acquisition 

 
Nature of Business Acquired 
 
On October 19, 2017, the Company entered in to a definitive agreement with Frontera Minerals 
Inc., Brasil Graphite Corp. (“BGC”) and Brasil Grafite S.A. (“BGSA”) to acquire 100% of the 
issued and outstanding shares of BGC and its subsidiary, BGSA.  As consideration for the shares 
of BGC, the Company issued 9,444,903 units at a value of $0.45 per unit for a total value of 
$4,250,206.  Each unit consisted of one common share and one share purchase warrant exercisable 
at a price of $0.75 for two years.  In addition, the Company paid US$850,000 ($1,126,165) to BGC 
shareholders and a finder fee of $300,000.  
 
BGSA has a 100% interest in the advanced-stage Santa Cruz Graphite Project (“Project”) located 
in the state of Bahia, Brazil.  The Project consists of 13 approved licenses covering 13,316 
hectares.  
 
The Company’s main objective is the completion of the requirements for a Guia de Utilizacao, or 
trial mining license, for the Santa Cruz graphite project. Under the Brazilian Mining Code, a trial 
mining license may be granted for the extraction of up to 5,000 tons of graphite per year per 
exploration license. The purpose of the trial mining license is to evaluate the technical and 
economic viability of each exploration license. The Company will conduct further infill drilling, 
environmental studies, independent metallurgical studies, mine planning, process plant 
engineering, equipment sourcing, etc., which, together with ongoing concentrate marketing, will 
be submitted to Brazil’s National Mining Agency (ANM) in support of the trial mining license 
application. Additional planned test work is designed to increase the Company’s confidence in the 
suitability of Santa Cruz concentrates for the lithium ion battery market and other newly emerging 
graphite technologies. 
 
Technical disclosure respecting the Santa Cruz Graphite Project can be found in the Company’s 
Amended NI 43-101 Technical Report – Preliminary Economic Assessment, Brasil Grafite S.A., 
on the Santa Cruz Graphite Project, Itabela, Bahia, Brazil dated effective August 21, 2017 and 
filed on the Sedar website at www.sedar.com on March 23, 2018. 
 
Date of Acquisition 

 
The acquisition date is June 15, 2018, being the date that the Company issued the shares for BGC.  

 
Consideration 

 



As outlined above, the Company issued 9,444,903 units, paid cash consideration of US850,000 
and paid a finder's fee of $300,000 for an aggregate value of $5,676,371. 

Effect on Financial Position 

Prior to the completion of the acquisition, the Company was inactive.  The completion of the 
acquisition has resulted in a material change to the business affairs of the Company that may 
have a significant effect on the results of operations and financial position of the Company.  The 
financial impact of the acquisition for the Company is presented in the unaudited interim 
financial statements for the six months ended June 30, 2018 on SEDAR (www.sedar.com) on 
August 28, 2018. 

Prior Valuations 

No valuation required by securities legislation or a Canadian stock exchange or market to 
support the consolidation payable by the Company pursuant to the acquisition transaction was 
obtained in the last 12 months by either the Company, or to the knowledge of the Company, by 
BGC or its shareholders. 

Parties to Transaction 

The acquisition was not with an informed person (as such term is defined in section 1.1 of 
National Instrument 51-102 Continuous Disclosure Obligations), associate or affiliate of the 
Company. 

Date of Report 

August 29, 2018. 

Financial Statements 

The following financial information required by Part 8 of National Instrument 51-102 - Continuous 
Disclosure Obligations is included in this report: 

1. Audited financial statements of BGSA as at December 31, 2017 and 2016 and for the years
ended December 31, 2017 and 2016 attached as schedule “A” to this report.  Moore Stevens
have not given their consent to the inclusion s of their auditors’ report on the financial
statements in this report.

2. Unaudited interim financial statements of BGSA as at March 31, 2018 and for the three
months ended March 31, 2018 attached as schedule “B” to this report.



Forward Looking Information 

Certain information in this business acquisition report is forward‐looking within the meaning of 
Canadian securities laws as it relates to anticipated financial performance, events or strategies. 
When used in this context, words such as will, anticipate, believe, plan, target, expect or similar 
words would suggest future outcomes. 

Forward‐looking information is subject to known and unknown risks, uncertainties and other 
factors that may cause the actual results, level of activity, performance or achievements of the 
Company to be materially different from those expressed or implied by such forward‐looking 
information, including the fair value of assets acquired and liabilities assumed, completing the 
analysis of the tax treatment of the acquisition, recording any related future income tax 
adjustments and the effective corporate tax rate and incurring additional expenses in connection 
with the transaction, as well as those factors discussed in the section “Risk and Uncertainties” of 
the Company’s Management’s Discussion and Analysis for the year ended December 31, 2017 
(which can be found on www.sedar.com under the Company’s profile). 

Forward‐looking information is based on the reasonable assumptions, estimates, analysis and 
opinions of management made in light of its experience and its perception of trends, current 
conditions and expected developments, as well as other factors that management believes to be 
relevant and reasonable in the circumstances at the date that such statements are made but may 
prove to be inaccurate. Although the Company believes the assumptions and expectations 
reflected in such forward‐looking information are reasonable, undue reliance should not be 
placed on forward‐looking information because the Company can give no assurance that such 
expectations will prove to be correct. Readers are cautioned that the foregoing is not exhaustive 
of all factors and assumptions that may have been used. 

Although the Company has attempted to identify important factors that could cause actual results 
to differ materially from those contained in forward‐looking information, there may be other 
factors that cause results not to be as anticipated, estimated or intended. There can be no 
assurance that such information will prove to be accurate as actual results and future events 
could differ materially from those anticipated in such information. Accordingly, readers should 
not place undue reliance on forward-looking information. The Company does not undertake to 
update any forward‐looking information, except in accordance with applicable securities laws 
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Schedule B 



 
 
 
 
 
 

BRASIL GRAFITE S.A. 
 
 
 

CONDENSED INTERIM FINANCIAL STATEMENTS 
 

(Unaudited) 
(Expressed in United States Dollars) 

 
 
 

FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2018  
 

 
 



 
NOTICE OF NO AUDITOR REVIEW OF 

CONDENSED INTERIM FINANCIAL STATEMENTS 
  
  
Under National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed a review of the condensed 
interim financial statements, they must be accompanied by a notice indicating that an auditor has not reviewed the financial 
statements.  
  
The accompanying unaudited condensed interim financial statements of the Company have been prepared by and are the 
responsibility of the Company’s management.  
  
The Company’s independent auditor has not performed a review of these condensed interim financial statements in accordance 
with standards established by the Canadian Institute of Chartered Professional Accountants for a review of interim financial 
statements by an entity’s auditor.  
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BRASIL GRAFITE S.A. 
INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION  
(Unaudited) 
(Expressed in United States Dollars) 
 
 
 

 
 
AS AT 

 
March 31,  

2018 

 
December 31,  

2017 
   
ASSETS   
   
Equipment  $ 7,831 $ 8,642 
Intangible   8,335  8,335 
   
 $ 16,166 $ 16,977 
   
LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIENCY)   
   
Current   
 Accounts payable and accrued liabilities (Note 8) $ 1,212,839 $ 1,212,974 
   
  1,212,839  1,212,974 
   
Shareholders' equity (deficiency)   
 Share capital   5,443  5,443 
 Cumulative translation adjustments  242,226  229,068 
 Deficit  (1,444,342)  (1,430,508) 
   
  (1,196,673)  (1,195,997) 
   
 $ 16,166 $ 16,977 

 
Nature and continuance of operations (Note 1) 

 
 
 
 

The accompanying notes are an integral part of these condensed interim financial statements. 
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BRASIL GRAFITE S.A. 
INTERIM CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 
(Unaudited) 
(Expressed in United States Dollars) 
 
 
    

Three months 
ended Mach 

31, 2018 

 
Three months 
ended March 

31, 2017 
     
     
EXPENSES     
 Depreciation   $ 811 $ 423 
 Office and administrative    13,023  3,688 
 Payroll    -  8,871 
     
Loss for the period    (13,834)  (12,982) 
     
 Translation adjustment    13,158  - 
     
Comprehensive loss for the period   $ (676) $ (12,982) 
     
     
Basic and diluted loss per share   $      (1.38) $      (1.30) 
     
     
Weighted average number of common shares outstanding    10,000  10,000 
  
 
 

The accompanying notes are an integral part of these condensed interim financial statements. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Page 5 

BRASIL GRAFITE S.A. 
INTERIM STATEMENTS OF CASH FLOWS 
(Unaudited) 
(Expressed in United Dollars) 
 
 
 
For the three months ended 

 
March 31 2018 

 
March 31, 2017 

   
   
CASH FROM OPERATING ACTIVITIES   
 Loss for the period $ (13,834) $ (12,982) 
 Item not affecting cash:   
  Depreciation and amortization  811  423 
  Unrealized foreign exchange  13,023  12,559 
   
 Net cash used in operating activities  -  - 
   
Change in cash during the period  -  - 
   
Cash, beginning of period  -  - 
   
Cash, end of period $ - $ - 
   
Cash paid for interest $                      - $                      - 
Cash paid for taxes $                      - $                      - 

 
Supplemental disclosure with respect to cash flows (Note 7)  

 
 
 

The accompanying notes are an integral part of these condensed interim financial statements. 
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BRASIL GRAFITE S.A. 
INTERIM STATEMENT OF CHANGES IN EQUITY 
(Unaudited) 
(Expressed in United States Dollars) 

 
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

The accompanying notes are an integral part of these condensed interim financial statements. 

  
Share capital 

   

  
Number 

 
Amount 

 
Cumulative Translation 

Adjustments 

 
Deficit 

 
Total 

      
Balance at December 31, 2016  10,000 $         5,443  $           210,061 $  (1,378,580) $   (1,163,076) 
    Other comprehensive income  -                    -  19,007  -    19,007 
    Loss for the year  -                    -  -  (51,928)          (51,928) 
      
Balance at December 31, 2017 10,000 5,443  229,068 (1,430,508) (1,195,997) 
    Other comprehensive income  -                    -  13,158  - 13,158 
    Loss for the period  -                    -  -  (13,834)          (13,834) 
      
Balance at March 31, 2018 10,000 5,443  $          242,226  $ (1,444,342) $    (1,196,673) 



BRASIL GRAFITE S.A. 
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS 
March 31, 2018 
(Unaudited) 
(Expressed in United States Dollars) 
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1. NATURE AND CONTINUANCE OF OPERATIONS 
 

  Brasil Grafite S.A. (the “Company”) located in Belo Horizonte, was established on January 5, 2012, as a public 
 limited Company. 

 
  The Company is engaged in the mining sector, aiming mainly to the development of mining projects, provision of 
geological services and mining engineering. As a secondary activity the participation, under any modality, of other 
companies, consortiums or entities, national or international, constituted under any corporate form and whatever the 
corporate purpose. 

 
  The Company is in pre-operational phase of its main graphite extraction Project in Itabela, Bahia, and during this 
phase, the related parties cover the cash requirements. 
 

 
2. BASIS OF PREPARATION  
 

Statement of Compliance 
 
The financial statements have been prepared and are presented in accordance with accounting practices adopted in 
Brazil, comprises the policies set out in Brazilian Corporate Law, changes introduced by law 11.638/07, and 
11.941/09, and the Pronouncements, Interpretations and Guidance issued by the Accounting Pronouncements 
Committee (CPC), approved by the Federal Accounting Council (CFC). 
 
Basis of Presentation 
 
The condensed interim financial statements have been prepared on a historical cost basis except for certain financial 
assets measured at fair value. In addition, these condensed interim financial statements have been prepared using the 
accrual basis of accounting, except for cash flow information. 
 
The condensed consolidated interim financial statements of the Company are presented in United States dollars but 
has a functional currency of the Brazilian Real. 
 
Significant accounting judgements, estimates and assumptions 

 
 The preparation of financial statements requires management to make estimates and assumptions, based on its best 
judgment, that affect the reported amounts of assets, liabilities, revenues, costs and expenses. Actual results could 
differ from those estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. The effects 
of revisions to accounting estimates are recognized in the period when the estimate is reviewed if the revision affects 
only that period, or in the period of the revision and future periods if the revision affects both current and future 
periods. 

 
 
3. SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies followed in these condensed interim financial statements are consistent with those disclosed 
in Note 3 of the Company’s audited financial statements for the year ended December 31, 2017.  
 
 
 
 
 
 



BRASIL GRAFITE S.A. 
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS 
March 31, 2018 
(Unaudited) 
(Expressed in United States Dollars) 
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4. EXPLORATION AND EVALUATION ASSETS  
 

 The Company is currently the holder of mining rights of areas for exploration of graphite in Itabela, located in State 
of Bahia.  The mining rights have a research licenses that are in process of authorization in The National Department 
of Mineral Production - DNPM ("DNPM"). 
 
The project consists of one significant deposit of graphite with a carbon level of between 2% and 3% and a high 
quality of the material. However, the risk of mineral exploration is acute and geological resources not necessarily 
become commercially exploitable reserves. 
 
The Company has been involved in the development of this Project since January 2012 and estimates an investment 
of approximately $20,000,000 for the cost of research and commercial phase. Until March 31, 2018, the amount of 
$1,212,839 has been invested to cover the expenses in pre-operational phase (2017 - $1,181,519). 

 
 
5. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 
 
 There were no non-cash transactions for the three months period ended March 31, 2018 and 2017. 
 
  
6. RELATED PARTY TRANSACTIONS 
 

Included in accounts payable and accrued liabilities at March 31, 2018 is $1,212,839 (December 31, 2017 - 
$1,212,839) due to Brasil Graphite Corporation a company connected to Frontera Minerals Inc. 

 
 
7. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 

As at March 31, 2018, Company has financial instruments mainly represented by credits with third parties, taxes 
payable, and loans with related parties. The amounts of these financial instruments recognized in the balance sheets 
on March 31, 2018 and December 31, 2017 approximate their market values, based on comparison of contractual 
interest rates with market interest rates for similar transactions on such date.  
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