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Date: August 31, 2026 
 
This Management’s Discussion and Analysis (“MD&A”) provides a discussion and analysis of the financial 
condition and results of the operations of Black Swan Graphene Inc. (“Black Swan” or the “Company”), to 
enable a reader to assess material changes in the financial condition and results of operations as at June 
30, 2026. The MD&A should be read in conjunction with the condensed interim consolidated financial 
statements as at June 30, 2026, and 2025. All amounts included in the MD&A are expressed in Canadian 
dollars, unless otherwise specified. 
 
The Company’s condensed interim consolidated financial statements have been prepared in accordance 
with IFRS Accounting Standards (“IFRS”) as published by the International Accounting Standards Board. 
Please refer to Note 2 of the Company’s financial statements as at and for the year ended December 31, 
2025, and 2024, for disclosure of the significant accounting policies. 
 
The Directors of the Company have reviewed this MD&A and the condensed interim consolidated financial 

statements for the three and six months ended June 30, 2026, and 2025, and approved these documents 

prior to their release. 

Corporate Background 

 

Black Swan is focused on the production and commercialization of patented, high-performance, low-cost 

graphene products with a special focus on high performance polymers. Its proprietary graphene processing 

technology, developed over more than a decade by Thomas Swan & Co. Ltd, underpins the Company’s 

ability to deliver consistent, scalable, and cost-effective graphene solutions. As an integrated company, 

Black Swan combines its advanced materials technology and application know-how with downstream 

manufacturing capabilities in the custom molding of plastic and rubber components. The Company offers a 

full range of injection molding services, including bi-injection and overmolding, supported by in-house 

expertise in mold design, tooling, and process optimization. This integrated approach enables Black Swan 

to accelerate commercialization and deliver higher-performance, value-added products tailored to customer 

specifications across a diversified industrial customer base. Black Swan has also launched a growing 

portfolio of commercially available Graphene Enhanced Masterbatch™ (GEM™) polymer products. 

 

Recent Corporate Highlights 
 

• On March 23, 2026, the Company announced the acquisition of Quebec-based injection molding 
specialist Falpaco Rubber & Plastics Inc. (“Falpaco”), a well-established Québec-based 
manufacturer specializing in the custom molding of plastic and rubber components, for total 
consideration of $12.6 million.  This acquisition represented a key step in Black Swan’s strategy to 
accelerate the commercialization of graphene products by vertically integrating downstream 
manufacturing capabilities and moving closer to end customers. By combining Black Swan’s 
proprietary graphene materials and formulation expertise with Falpaco’s injection molding know-
how, customer relationships, and industrial scale, the Company believes it is now uniquely 
positioned to shorten development cycles and transition more rapidly from product validation to 
commercial adoption. 
 

• On April 17, 2026, the Company announced the closing of the acquisition of Falpaco. 
 

• On May 5, 2026, the Company announced the hiring of Katrina Damouni as Director, 
Communications & Capital Markets. 
 

• In April 2026, Black Swan signed a distribution agreement with SuperGrafeno its official regional 

distributor covering South America, with a primary focus on Brazil. Supergrafeno acts as a key 
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global distributor for Black Swan in South America. Supergrapheno distributes advanced 

graphene nanoplatelet (GNP) solutions and Graphene Enhanced Masterbatch™ (GEM™) 

products. Black Swan's broader international distribution network also includes partners like 

Thomas Swan & Co., Metco Resources in India, and Ferro in South Africa.   

 

• In August 2026, the Company installed GEA NiSoMate at Consett, which is an inline, real-time 

quality monitoring system for our Graphene Nanoplatelet (GNP) production. 

 

• In May 2026, the Company moved from 9 proprietary created Graphene Enhanced Masterbatches 

(GEM™) to 20+ GEMs.  

 
Liquidity and Capital Resources 

 

As at June 30, 2026, the Company had working capital of $3,984,711 (December 31, 2025 - $7,977,826) 

which included a cash balance of $3,720,372 (December 31, 2025 - $8,219,144), including amounts 

receivable of $1,561,469, inventory of 987,421 and prepaid expenses of $139,159 offset by accounts 

payable and accrued liabilities of $1,033,572, loans payable of $1,271,429 and lease liability of $118,709.  

 
Results of Operations 

 

Quarterly information: 

 

 
2026 

Second 
2026 
First 

2025 
Fourth 

2025 
Third 

Revenues $1,749,290 Nil Nil Nil 

Net 
comprehensive 
income (loss)  

$(2,044,509) $(1,012,181) $(2,093,960) $(1,987,971) 

 
2025 

Second 
2025 
First 

2024 
Fourth 

2024 
Third 

Revenues Nil Nil Nil Nil 

Net 
comprehensive 
income (loss)  

$(1,089,683) $(2,349,914) $(3,393,895) $(2,332,274) 

 

For the three months ended June 30, 2026: 

 

During the three months ended June 30, 2026, the Company recorded a loss of $2,044,509 or $0.04 per 

share. Upon the acquisition of Falpaco, the Company recorded revenue of $1,749,290 offset by $957,168 

in cost of goods sold for gross profit of $792,122. Operating expenses incurred during the three months 

ended June 30, 2026, included $185,739 (2025 - $208,983) in project development expenses, as the 

Company continued on its strategy of distributing low‐cost graphene products aimed at several industrial 

sectors, with a notable focus on polymers, which are expected to require large volumes of graphene. 

Management, director and consulting fees were $503,866 (2025 - $460,056) and investor relations was 

$107,762 (2025 - $38,323) due to decreased investor relations activities. The Company incurred $526,581 

in professional fees (2025 – $151,117) comprised of legal fees for the acquisition of Falpaco as well as 

audit fees. Office and general expenses were $71,738 (2025 - $26,934). Interest expense on loans was 

$122,927 (2025 - $nil) as the Company incurred debt to finance the Falpaco acquisition. Share based 
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compensation was $999,757 (2025 - $nil) due to stock options granted in 2026. Corporate costs were offset 

with interest income of $6,189 (2025 - $32,212) due to the decrease in the cash balance. 

 

For the six months ended June 30, 2026: 

 

During the six months ended June 30, 2026, the Company recorded a loss of $3,056,690 or $0.06 per 

share. Upon the acquisition of Falpaco, the Company recorded revenue of $1,749,290 offset by $957,168 

in cost of goods sold for gross profit of $792,122. Operating expenses incurred during the six months ended 

June 30, 2026, included $455,827 (2025 - $722,767) in project development expenses, as the Company 

continued on its strategy of distributing low‐cost graphene products aimed at several industrial sectors, with 

a notable focus on polymers, which are expected to require large volumes of graphene. Management, 

director and consulting fees were $844,314 (2025 - $967,304) and investor relations was $159,197 (2025 

- $204,257) due to decreased investor relations activities. The Company incurred $558,977 in professional 

fees (2025 – $248,134) comprised of legal fees for the acquisition of Falpaco as well as audit fees. Office 

and general expenses were $116,630 (2025 - $48,399). Interest expense on loans was $122,927 (2025 - 

$nil) as the Company incurred debt to finance the Falpaco acquisition. Share based compensation was 

$1,067,257 (2025 - $822,561) due to stock options granted in 2026 and 2025. Corporate costs were offset 

with interest income of $37,249 (2025 - $46,789) due to the decrease in the cash balance. 

 

Cash flows 

 

During the six months ended June 30, 2026, the Company had a decrease of $1,911,885 (2025 - 

$2,551,192 decrease) in cash flows from operating activities due to corporate spending. 

 

During the six months ended June 30, 2026, the Company used $10,844,982 (2025 - $nil) in cash flow from 

investing activities due to the Falpaco acquisition. 

 

During the six months ended June 30, 2026, the Company generated $8,258,095 (2025 - $5,982,418) in 

cash flow from financing activities to fund the acquisition of Falpaco. The Company generated $60,000 from 

the exercise of 60,000 warrants. During the six months ended June 30, 2025, the Company raised 

$6,000,000 in gross proceeds less the share issue costs of $17,582, from a private placement. 

 

The Company manages and adjusts its capital structure based on available funds in order to support the 
development of its business. The Board does not establish quantitative return on capital criteria for 
management but rather relies on the expertise of the Company’s management to sustain future 
development of the business. The Company considers its capital to consist of common shares. 
 
Management reviews its capital management approach on an ongoing basis and believes that this 
approach, given the relative size of the Company, is reasonable. There were no significant changes in the 
Company’s approach to capital management during the periods ended June 30, 2026, and December 31, 
2025.  
 
The Company is not subject to any capital requirements imposed by a lending institution or regulatory body, 
other than of the TSX Venture Exchange (“TSXV”) which requires adequate working capital or financial 
resources of the greater of (i) $50,000 and (ii) an amount required in order to maintain operations and cover 
general and administrative expenses for a period of 6 months.    
 
As of June 30, 2026, the Company believes it is compliant with the policies of the TSXV. 
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FINANCIAL INSTRUMENTS  
 
Financial instruments recorded at fair value on the statement of financial position are classified using a fair 
value hierarchy that reflects the significance of the inputs used in making the measurements. The fair value 
hierarchy has the following levels:  

a) Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities;  

b) Level 2 - Inputs other than quoted prices that are observable for assets or liabilities, either directly 
or indirectly; and  

c) Level 3 - Inputs for assets and liabilities that are not based on observable market data.  
 

The fair value hierarchy requires the use of observable market inputs whenever such inputs exist. A 
financial instrument is classified to the lowest level of the hierarchy for which a significant input has been 
considered in measuring fair value. 
 
The Company’s financial instruments include cash, amounts receivable and accounts payable and accrued 

liabilities, lease and loans payable. The carrying values of these financial instruments reported in the 

statements of financial position approximate their respective fair values due to the relatively short-term 

nature of these instruments except for the lease and loans payable. The lease and loans payable are 

recorded at their amortized cost. As at June 30, 2026 and December 31, 2025, the Company classifies 

their investment as a level 3 financial instrument. 

Within Level 3, the Company includes private company investments that are not quoted on an exchange. 

The key assumptions used in the valuation of these instruments include (but are not limited to) liquidity of 

the investee, results of business operations, company-specific information, trends in general market 

conditions and the share performance of comparable publicly-traded companies. The following table 

presents the fair value, categorized by key valuation techniques and the unobservable inputs used within 

Level 3 as at June 30, 2026. 

Valuation Significant Range of significant

Description Fair Value Technique Unobservable input(s) Unobservable input(s)

Operating Marketability of

June 30, 2026 $nil performance shares 0% discount  

As valuations of investments for which market quotations are not readily available, are inherently uncertain, 

may fluctuate within short periods of time and are based on estimates, determination of fair value may differ 

materially from the values that would have resulted if a ready market existed for the investments. Given the 

size of the private investment portfolio, such changes may have a significant impact on the Company’s 

financial condition or operating results. 

The following table presents the changes in Level 3 instruments for the period: 

Amount

Balance, December 31, 2024 795,249$            

Total losses recognized (795,249)$          

Balance, December 31, 2025 -$                   

Balance, June 30, 2026 -$                    

As at June 30, 2026, a +/- 10% change in the fair value of CONCRETENE will result in a corresponding +/- 

$nil (2025 – $nil) change in the carrying amount. While this illustrates the overall effect of changing the 
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values of the unobservable inputs by a set percentage, the significance of the impact and the range of 

reasonably possible alternative assumptions may differ significantly between investments, given their 

different terms and circumstances. The sensitivity analysis is intended to reflect the significant uncertainty 

inherent in the valuation of private investments under current market conditions, and the results cannot be 

extrapolated due to non-linear effects that changes in valuation assumptions may have on the estimated 

fair value of these investments. Furthermore, the analysis does not indicate a probability of changes 

occurring and it does not necessarily represent the Company’s view of expected future changes in the fair 

value of these investments. Any management actions that may be taken to mitigate the inherent risks are 

not reflected in this analysis. 

The Company’s risk exposures and the impact on the Company’s financial instruments are summarized 
below: 

(a) Credit risk  

Counterparty credit risk is the risk that the financial benefits of contracts with a specific 
counterparty will be lost if a counterparty defaults on its obligations under the contract. This 
includes any cash amounts owed to the Company by those counterparties, less any amounts 
owed to the counterparty by the Company where a legal right of set-off exists and also includes 
the fair values of contracts with individual counterparties which are recorded in the financial 
statements. 
  
a. Trade credit risk 

Trade credit risk is the risk of financial loss to the Company if a customer or counterparty 

to a financial instrument fails to meet its contractual obligations, and arises principally from 

the Group’s receivables from customers. 

 

To manage and mitigate this exposure, the Company operates under a strict credit policy. 

All new customers undergo individual credit worthiness assessments utilizing external 

rating agencies, financial statements, and industry reputation before standard payment and 

delivery terms are offered. 

 
b. Cash  

In order to manage credit and liquidity risk the Company’s policy is to invest only in highly 
rated investment grade instruments that have maturities of three months or less. Limits 
are also established based on the type of investment, the counterparty and the credit 
rating.  
 

(b) Currency risk  

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. The Company’s foreign 
currency risk arises primarily with respect to UK sterling, European Euro and US dollars from 
operations. Fluctuations in the exchange rates between these currencies and the Canadian dollar 
could have a material effect on the Company’s business, financial condition and results of 
operations. The Company does not engage in any hedging activity to mitigate this risk.  
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As at June 30, 2026, the Company had the following financial instruments denominated in foreign 
currency (expressed in Canadian dollars): 
 

June 30, 2026 UK Sterling European Euro US Dollar

Cash -                       -                       36,649                 

Accounts payable and accrued liabilities (104,709)              (3,777)                  (443)                     

Total (104,709)              (3,777)                  36,206                 

December 31, 2025 UK Sterling European Euro US Dollar

Cash -                       -                       19,748                 

Accounts payable and accrued liabilities (346,853)              -                       (133)                     

Total (346,853)              -                       19,615                  
 
A 10% strengthening (weakening) of the Canadian dollar against the UK Sterling would 

increase (decrease) net loss by approximately $10,500 (December 31, 2025 - $34,700). 

A 10% strengthening (weakening) of the Canadian dollar against the European Euro would 

increase (decrease) net loss by approximately $400 (December 31, 2025 - $nil). 

A 10% strengthening (weakening) of the Canadian dollar against the United States dollar would 

decrease (increase) net loss by approximately $3,600 (December 31, 2025: $2,000). 

 
(c) Liquidity risk  

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated 
with financial liabilities. The Company’s approach to managing liquidity risk is to ensure that it 
will have sufficient liquidity to meet liabilities when due. As at June 30, 2026, the Company 
had a cash balance of $3,720,372 (December 31, 2025 - $8,219,144) to settle current liabilities 
of $2,423,710 (December 31, 2025 - $505,177). The Company’s trade payables have 
contractual maturities of less than 30 days and are subject to normal trade terms.  

 
RELATED PARTY TRANSACTIONS 
 
Compensation of key management personnel of the Company 
 
In accordance with IAS 24, key management personnel are those persons having authority and 

responsibility for planning, directing and controlling the activities of the Company directly or indirectly, 

including any directors (executive and non-executive) of the Company. During the period ended June 30, 

2026, and 2025, the remuneration of directors and other key management personnel is as follows: 

 

2026 2025 2026 2025

Management Consulting fees 242,500$           254,199$           481,333$           431,826$           

Director fees 30,000               30,000               60,000               60,000               

Share-based compensation 1,220,283          -                     1,287,783          440,048             

Total 1,492,783$        284,199$           1,829,117$        931,874$           

 Three months ended June 30,  Six months ended June 30, 

 

As at June 30, 2026, $60,000 (December 31, 2025 - $60,000) was owed to certain directors for director 

fees. The amounts owing to related parties are unsecured, non-interest bearing and due on demand. 
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On April 1, 2026, the Company entered into a loan with a related party for $1,800,000 bearing interest at 

8% per annum with principal payments payable monthly over 36 months and interest payable semi-

annually.  

On February 10, 2025, a director of the Company subscribed for 300,000 units of a private placement 
financing for gross proceeds of $150,000. Each unit consisting of one common share of the Company and 
one-half common share purchase warrant, entitling the holder to acquire one common share at a price of 
$1.00 for a period of 18 months. 
 


