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Increasing demand for 
graphite anodes for new 
energy vehicles (EV) and 

its cheaper price compared 
to synthetic graphite are 

turning the attention of the 
market to the price of flake 
graphite, as reported at the 

recent Battery Materials 
Conference in Shanghai.

The Graphite Market
South Star Mining continues to be encouraged by the 
steady growth in demand for graphite. The key factors 
driving the growth of the graphite market are:

a)  Continued growth in demand for electronics and the 
lithium ion batteries needed to power them;

b)  Government mandates to improve air quality and 
the global shift toward more EV models by auto 
manufacturers;

c) Steady improvements in stationary storage capacity;

d) Decrease in lithium-ion battery costs. 

Some of the noteworthy trends and developments of 
this industry are continued improvements in the lithium-
ion battery, rapid growth in planned lithium-ion battery 
mega-factories, Tesla’s entry into the lithium-ion mar-
ket, natural and synthetic graphite production rising, 
regulatory requirements for expandable graphite use 
in fire-retardant construction materials, and graphene 
uses in high-tech applications. 

A report from Adroit Market Research dated May 10th, 
2019 stated: “The global graphite market is projected 
to be valued at around US$27.03 billion by 2025. 
Furthermore, global graphite demand is anticipated to 
grow at remarkable pace at a CAGR of 6.3% over the 
forecast period. Graphite finds numerous applications 
in refractories, steel making, foundries, as lubricating 
agent among many others. Presently, usage of graphite 

in car batteries for electric and hybrid electric vehicles is 
estimated to significantly boost the demand for graphite 
over the forecast period.”
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According to Bloomberg, we can expect EV sales to increase (from 2017 levels of 1.1%) 10x by 2025, 27x by 
2030 and 50x by 2040. CNBC reported that JP Morgan forecasts “electric cars would take 35% of the global-
market by 2025 and 48% by 2030”. 
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Update on Santa Cruz Operations
South Star Mining is well-underway with developing 
the Santa Cruz Graphite Project in the Brazil state of 
Bahia on the company’s Road to Production. The proj-
ect lies along the same geologic trend as several 
established graphite mines, some that have been 
producing for over 70 years. 

The deposit is located at or near surface and is hosted 
in highly-weathered saprolitic material (paragneiss) 
that is soft and easily minable with basic earth moving 
equipment (excavators and bull dozers). No drilling or 
blasting is necessary. Processing is accomplished 
through a simple flow sheet with several steps of mill-
ing, screening and flotation. 

As demonstrated by the Company’s previous pilot plant 
work, the mineralized material produces excellent con-
centrates with significant flake sizes (63% of +80 mesh 
material) and carbon as graphite percentages exceed-
ing 95%. All necessary infrastructure, including power, 
water, natural gas and paved highways, is within 5 km 
of the project.

South Star is moving Santa Cruz toward a goal of first 
production and cash flow in 2020 by obtaining a 
‘Guia de Utilizacao’ or Trial Mining License. This license 
will allow production of 5,000 tonnes per year (tpy) of 
graphite. To satisfy the necessary requirements for this 
initial mining license, the Company is advancing along 
several fronts. A 2,000-metre infill drilling program was 
completed in Q4 2018 and has been incorporated into 
the data from previous drilling and sampling programs 
to produce an updated Mineral Resource.

Mineral 
Resource 
Estimate

Tonnage (t) Cg (%) In-situ 
Graphite (t)

Measured 3,947,550 2.40 94,740
Indicated 10,955,570 2.25 246,500

Total M &I 14,903,100 2.29 341,240
Inferred 7,911,450 2.32 183,550

This updated Mineral 
Resource will form the 
basis for a NI 43-101 
compliant Pre-Feasibil-
ity Study (PFS) which 
will contemplate both the 
5,000 tpy and a larger 
25,000 tpy plant. The 
PFS, based on successful 
testing earlier this year, will incorporate dry stack tailings 
eliminating the need for a tailings dam and impound-
ment and reducing the project’s environmental footprint 
and permitting requirements.

Key to the successful granting of a Trial Mining License 
is an environmental license. After discussions with all 
required municipal, state and federal departments, 
South Star has received the applicable Terms of Refer-
ence necessary to complete a Study for Small Impact 
Activities. Based on successful test work completed 
earlier this year, the Company plans to complete the 
PFS and the environmental study and file all nec-
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essary applications and information for the Trial 
Mining License during the second half of 2019.  

In parallel with the activities in 
Brazil, the Company has an 
advanced graphite testing 
program underway at Urbix 
Resources state-of-the-art facili-

ties in Mesa, Arizona. Four samples were provided to 
Urbix for full mineralization characterization, purification 
and expandability testing. This work will provide the 
detailed information necessary to qualify Santa Cruz 
graphite for high-tech uses including Lithium Ion Batter-
ies, nuclear reactors, fire retardants and high-strength 
composites/cements.  Urbix Resources, LLC is an 
advanced natural graphite processor with expertise 
ranging across low-cost environmentally friendly graph-
ite purification, nuclear 
graphite, graphene, and 
other advanced carbon 
derivatives. Urbix is also 
an expert in li-ion battery 
cell design and boasts 
next generation high volt-
age electrolyte and fast 
charging electrode nano-
architecture.

Outlook and Next Steps
Following receipt of the Trial Mining License, South Star 
will begin construction and commissioning of the mine 
and processing plant at Santa Cruz with a planned 
production capacity of 5,000 tpy of high-grade graphite 
concentrates. Projected operating costs below US$500 
per tonne, coupled with a forecasted weighted average 
sales price over US$1300 per tonne, should begin to 
generate steady positive cash flow for the Com-
pany by the end of 2020. These new volumes will 
also provide us with sufficient material to provide larger 

qualification samples to various end-users, particularly 
manufacturers of anodes for lithium ion batteries.

During the first two years of Trial Mining production 
(2021 -2022), the Company plans to complete all the 
licensing steps necessary to expand the mine and pro-
cessing plant to a capacity of 25,000 tpy. Throughout 
various engineering phases of the project, the design 
goal will be to develop a modular and easily expand-
able project. This design concept, with the potential to 
easily increase the Santa Cruz resource, will give the 
Company the ability to grow its production even further 
in response to future customer requirements and mar-
ket demand.

South Star and its Santa Cruz Graphite Project are 
steadily moving along on the ‘Road to Production’ and 
the achievement of near-term positive cash flow. The 
Company is well-positioned to profit from the rapidly 
growing lithium ion battery industry, the global transition 
from internal combustion to electric vehicles and other 
exciting high-tech graphite uses.

We are interested in your questions or comments and 
look forward to hearing from you.

Best, 
Richard L Pearce 
President & CEO
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