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Delivers a Robust PEA Risk: 5

Sector / Industry: Junior Resource Click here for more research on the company and to share your views

Highlights

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

> A Preliminary Economic Assessment (PEA) on its Chimo Mine ina rose coderis, B.Sc (Geology)
property in Quebec returned promising economics, with an AT- Equity Analyst
NPV5% of $388M, and an AT-IRR of 21%, using US$1,750/0z gold. _
ECR is trading at just 9% of AT-NPV5%. Price Performance (1-year)
> Cash costs are estimated to be US$647/0z, making Chimo a
relatively low-cost mine, if advanced to production. e e
> We believe the PEA was conservative, as it accounted for just 62% e W

600,000
50080

of the project’s resources.

> We believe there is significant resource expansion potential as
mineralization is open in several directions. A resource expansion - :
drill program is underway.

> We believe ECR is a strong acquisition candidate. Agnico Eagle YTD 12M
(NYSE: AEM) could be a suitor as it already owns 16% of ECR’s ECR 30% %
outstanding shares. O3 Mining (TSXV: OllI/MCAP: $119M) owns TSV - 2

another 15%.

> We have a positive outlook on gold prices, as there is potential ~ Comranv Data

for the Fed slowing/pausing rate hike_s, amid turmoil in the financial 52 Week Range  C$0.08 - C$0.18
industry, slower GDP growth, and as inflation has started to taper. Shares O/S 315M
> Upcoming catalysts include resource expansion drilling, and Market Cap. i
. n o Yield (forward) N/A
potential for M&A and higher gold prices. PIE (forward) A
P/B 1.0x

Key Financial Data (FYE - Dec 31)

(C$) 2021 2022
Cash $6.,200,786 96,973,515
Working Capital $5.407.384 55,854 487
Mineral Assets 526,829,480 337,690,047
Total Assets 533,302,001 345137152
Met Income (Loss) -5290,445 51,053,721
EPS -50.00 -50.00

*See last page for important disclosures, rating and risk definitions. All figures in C$ unless otherwise specified.
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As there are several
mills in the region,
we believe Chimo
can potentially be

advanced to
production quickly,
and at a relatively
low CAPEX

10-year mine life

Operations will
include underground
mining, followed by
crushing, grinding,
gravity
concentration, and
carbon-in-leaching

Initial CAPEX
estimate of $341M,
and relatively low
cash-costs of
US$647/0z

Potential to produce
117 Koz gold
annually, making it a
mid-sized gold
producer

AT-NPV5% of
$388M, and an AT-
IRR of 21%, using
US$1,750/0z gold

NPV and IRR are
highly sensitive to
gold prices

PEA Results: Chimo Mine Project

CHIMO MINE

PROJECT
PEA (2) Post-Tax
0" € NPVs% 388MS$CAD,
R s . 20.8% IRR
@"sfﬁr\ —

Q  novancen prosect

£

2023 PEA

Total Tonnes Mined 15.8 Mt
Total Tonnes Processed 8.5 Mt
Gold Grade (git), mill feed 455 git
Gold Recovery 93.1%
Gold Price (US$/0z) $1,750/0z
Annual Gold Production (Ounces) 116,900 oz
Total Gold Production (Ounces) 1,157 710 0z
Initial Capital Costs ($M) $341M
Sustaining Capital Costs ($M) $160M
Operating Costs/Tonne Milled $107i
Operating Cash Cost/Oz US$647/oz
Allin Sustaining Cost /0z US$755/0z
Mine Life 9.7 years
Average Mining Rate (tpd) 4 500 tpd
After-Tax NPV (5% discount) ($M) $388M
After-Tax IRR 20.8%
AT-Payback Period 29 years
*Exchange rate of C51.00:US50.77
Variation Post-Tax NPVsy (CAD$M) Post-Tax IRR (%)
1,300 105 9.7
1,400 169 12.4
1,500 233 15.0
1,600 295 17.4
1,700 357 19.7
1,750 388 20.8
1,800 418 21.8
1,900 479 23.9
2,000 539 25.8
2,100 599 27.7
2,200 658 29.5

Source: FRC / Company
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CHIMO MINE GOLD SYSTEM [EAsT
P/ann/'ng to mine LONGITUDINAL COMPOSITE SECTION (Looking North)
CHIMOMINE
d%fold fr?m four PORTAL SIGOR,  WESTCHING MINE CHIMO MINE CHIMOMINE NORDEAU
ifferent areas: = : g e e
Chimo Mine Main

(44%), Chimo Mine
Extension (11%),
East Chimo Mine
(31%), and West

Nordeau (14%)

Chimo has 29 gold
zones across 19
gold structures

Mineralization
identified over a 3.7
km x 1.6 km area

The PEA was based
on 62% of the
project’s resources
totaling 2.4 Moz

We believe resource
expansion potential
exists as
mineralization is
open in several
directions

Management is

aiming to delineate a
3+ Moz resource

Strong cash position

5BW
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Source: InnovExplo Inc.
Consolidated Resource

Gold Corridor Indicated Resources Inferred Resources
Cut-off Grade . 5
(aft Au) Metric Tonnes Grade Troy Ounces Metric Tonnes Grade Troy Ounces
(1) (git Au) (oz Au) {t) (gft Au) (oz Au)
Morth Gold
Corridor (2.0) 1,119,000 3.85 139,000 1,714,000 3.54 195,000
Central Gold 5565,000|  2.96 529.000( 14,812,000 256 1,221,000
Corridor (>1,5)
South Gold
Corridor (2.0) 444 000 361 52,000 1,949,000 3.47 217,000
Total 7,128,000 314 720,000 18,475,000 2.75 1,633,000
Source: Company
Financials

(in C$) 2021 2022

Cash §6.200,786 56,973 515
Working Capital 55,407,384 55,854 487

Current Ratio 6.08 468
LT Debt / Assets - -
Monthly Burn Rate (G&A) -578, 704 -B104.517

Property Related Activities -57,391,894 -$3.699,056

Cash from Financing Activities 51,180,836 55,924 816

Options # Exercise Price Amount
Total 18,225,000 $0.17 $3,087,750
In-the-Money 2,400,000 $0.09 $216,000
Warrants # Exercise Price Value
Total 7,000,000 $0.16 1,120,000
In-the-Money -

Source: FRC / Company
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FRC Valuation and Rating
[ R TETTET) ] 4,500 tpd (mining)/2,400 tpd (processing)
Operating Life (years) 12
Tonnage (Mt) 16.37
Avg Grade (gpt) - Au 2.92
Recovery Rate 93.1%
We are intrOdUCing Annual AuEq Production (oz) 117.435
our Discounted Awerage Price of Au (US5/oz) $1.400
Cash Flow (DCF) Exchange rate (US3:C3) 1.35
valuation of : _
$0.40/share in this Operating Cost (LOM) in US3/0z 647
report Initial Capital Cost (USSM) $341
Discount Rate 11.5%
Our OPEX/CAPEX Tax 21%
esimates are in line After-Tax Net Asset Value (C$) $120,234,982
with that of the PEA Working Capital - Debt (C5) $5.488 678
Fair Value of Cartier (C§) $125,723,660
Hgglvﬁgin 1Vé/_eyg;6r Mo. of Shares ™ 316,558,506
it
years in the PEA), * calculated based on the treasury stock method
as we are using i . i
100% of indicated Fair Value (5) : . ._Gold Price I.U S$ / oz) .
and 50% of inferred $1,300 $1,400 $1,600
resources
Our discount rate Discount
and gold price
forecasts are more
conservative than
the PEA
Gold Price (US$ / o2)
Fair Value
$1.400 $1.600
5013 3031
50.04 $0.22 $0.40 50.75 3111
C:’Lfg;;::;}ts 50,06 5012 5030 50 66 $1.01
-50.15 $0.03 30.21 30.56 $0.92
-50.25 -50.07 0.1 30.47 $0.82
Source: FRC
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ECR is trading at
$23/0z (previously
$12/0z) vs the
sector average of
$39/0z (previously
$41/0z), implying a
discount of 41%
(previously 71%)

Applying $39/0z to
ECR’s resources,
we arrived at a fair
value estimate of
$0.21 per share
(previously $0.28)

Valuation declined
primarily due to
Share dilution since
our previous report

Maintaining our risk
rating of 5 (Highly
Speculative)

-

0

1

=

2

3

14

15

16

*Resource = 100% of M&I + 50% of Inferred Resources

Gold Juniors

Sabina Gold

Radisson Mining Resources
Probe Metals

Gowest Gold Ltd.
Marathon Gold Corp.
Western Exploration
Fury Gold

Doubleview Gold
GMV Minerals

03 Mining

Nighthawk Gold Corp.
Equity Metals

Gold Springs

Maple Gold Mines Ltd.
Cartier Resources
Maneta Gold

Average (excl outliers)

Enterprise Value ($,M)
51,147
$63
5256
$77
5263
560
$99
$89
§12
$95
541
$32
$29
543
336

$109

EV I Resource®
5146.14
$121.50
$118.40

$96.31
566.41
$45.54
$38.82
$35.92
$34.88
$32.43
$31.54
$30.83
$26.93
$26.91
$23.10
$17.68

$39.29

Cartier's Resource

Average EV/ Resource Ratio (comparables)
Fair Value

WC- Debt

Fair Value of ECR

MNo. of Shares (calculated based on the treasury stock method)

Fair Value per Share {C$)

Source: FRC/S&P Capital 1Q/Various

> The value of the company is dependent on gold prices
Exploration and development
Access to capital and potential for share dilution

1,536,500
$39.29
560,366,875
55,488,768
$65,855,643
315,558,506

$0.21

We are reiterating our BUY rating, and adjusting our fair value estimate from
$0.28 to $0.30/share (the average of our DCF and comparables valuations).
Upcoming catalysts include resource expansion drilling, and potential for M&A,
and higher gold prices.

We believe the company is exposed to the following key risks (not exhaustive):
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> No guarantee that the company will be able to advance all of its projects
simultaneously
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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. The analyst owns shares of Olll. Fees were paid by ECR 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, ECR 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 (65%), HOLD (4%), SELL / SUSPEND (31%).
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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