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Ticker: ISO CN
Market cap: C$395m

Cash: C$10.7m
Price: C$3.70/sh

Project: Larocque East
Country: Canada (Saskatchewan)

REC. (unc): BUY

TARGET (unc): C$4.50/sh

RISK RATING (unc): HIGH

We visited Iso’s Larocque East last week, home to the world’s highest grade undeveloped uranium deposit,
Hurricane, with 51.3Mlbs @ 19.7% including 48.6Mlbs at 34.6% indicated (1.4Moz at 685g/t AuEq at spot).
Of particular interest, the current high-grade zone sees best grades towards the property boundary
(adjacent license Cameco/Orano owned, Cameco operated) and could extend over the border, giving
potential for scale and M&A interest. On our visit, we saw Cameco drill pads (and rig) on their side of the
property, ~75m along strike from the furthest west Hurricane high-grade hit, indication that Cameco has
expedited exploration here and sees the potential too. We think Iso has the best basin exploration holdings
of any explorer, with the Hurricane discovery under its belt and now moving on to new targets, making it
that rare Athabasca explorer pursuing step change exploration upside. Compared to peers, Iso offers
exploration with prime Athabasca licenses, with valuation underpinned by Hurricane, compared to peers
that are either i) Cameco; ii) developers for whom exploration has less NAV impact – i.e. NexGen, Fission,
Denison; or iii) early-stage explorers mostly with licenses outside the basin margin. We maintain our BUY
rating and C$4.50/sh price target based on US$7/lb. With uranium now in a bull market and a lack of
credible explorers, Iso stands out as the explorer to watch. Given demand for low carbon energy and
western friendly sources of supply, we are structurally the most bullish on Athabasca assets among
uranium deposits due to size, grade and jurisdiction.
Figure 1. Larocque East Hurricane Deposit (B) Aerial view along boundary (B) plan map of drilling

Source: SCP & IsoEnergy

Site visit: Cameco drills on along strike at Hurricane as Iso focuses on regional targets
We visited Iso’s Larocque East property, host of the current high-grade Hurricane Deposit. Key takeaways
were:
1. Still upside for Hurricane as Cameco is exploring across the border: Given other known unconformitytype deposits (Cigar Lake 152.4Mlbs @ 15.4% U3O8 reserves or 126.7Mlbs @ 10.9% resources; Phoenix
59.7Mt @ 19.1% reserves or 71.3Mt @ 18.4% resources) tend to see lower grade smears on the edges of
high-grade zones, and the current western extents left off in high grade, there is reason to suspect this
system continues across the border. With Orano mill only 40km away, understanding how much of this
deposit extends onto their property is certainty something of interest here. What we saw: There were
clear signs of exploration activities across the border with clearings for drill pads and an active drill set up
a mere 75m~ from Iso’s furthest west hole LE-20-53 - drill spacing close enough to string together an
inferred resource if mineralization is intercepted. Big picture, while Iso is rightly moving on to new targets,
Cameco’s drilling could (or in our view is likely to) grow the deposit further, which reduces capital

Page 1

06 October 2022

efficiency for both parties. If there is enough mineralisation and grade, we believe a win-win codevelopment agreement, or outright M&A, are both possibilities.
Figure 2. Section views of (A) Denison’s Phoenix and (B) Cameco’s Cigar Lake

Source: Denison & Cameco

2. Iso has the best ground of any explorer in our view: Location is everything in the Athabasca, and the
mines, mills and discoveries are located where they are for a reason. Namely, exploration is focused on
the west and eastern margins of the basin, coinciding with road access and shallower depth to the
unconformity as well as favourable geology. This is why we think Iso’s exploration cannot be recreated
with most “cheaper” exploration juniors. In terms of infrastructure, the furthest west extent of Larocque
East is <5km east (Hurricane Deposit ~20k east) of highway 905, one of two major highways servicing the
Athabasca Basin. The majority of Iso’s properties running proximal to the eastern highway and are well
positioned for future road access and infrastructure, with plenty of space for facilities and stockpiles.
Moreover, the key processing facilities are located nearby – Cameco’s Rabbit Lake and Orano’s McClean
Lake are accessible by road in the NE and Cameco’s Key Lake is located in the SE Athabasca.
What we saw: The benefit of location was apparent. Hurricane is readily accessible to nearby Points North
airstrip which services the eastern Athabasca. Flight time was ~2hrs from Saskatoon and a further 15-20minute float plane ride - overall good access for Canadian exploration. Iso currently operates one field
camp on neighboring Cameco/Orano’s property for carrying out exploration activities, with no permanent
infrastructure on site. The flat terrain and easy-to-disturb surface overburden comprised largely of glacial
till, should translate to lower build capex (i.e. road, earth works) requirements relative to similarly isolated
hard rock, swampy or mountainous properties. The camp currently runs on generators but there is a
power switching station located at Points North.
Figure 3. Athabasca Basin (A) Iso properties to East and B) regional claims map

Source: IsoEnergy & SCP
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Figure 4. Schematic of deposit depths across the basin

Source: IsoEnergy & SCP

Mining methods: Hurricane is situated 325m below surface on top of the crystalline basement margin.
This is shallow enough that depth of the unconformity is not cost prohibitive for exploration or mine
development. While traditional freezing/jet bore methods (currently used at Cigar Lake) have proven to
be useful for large deposits, innovation in the basin (E.g. Denison commissioning lixiviant injection system
for high-grade Phoenix in-situ recovery feasibility field test and Orano/Denison advancing non-entry
vertically selective SABRE hydraulic borehole mining for potential execution at McClean Lake and
Midwest) are potential lower cost/capex alternatives.
3. Discovery takes courage and the right people, Iso has both: With one major discovery in the bag, Iso
is moving on from infill at Hurricane to regional exploration. Iso has 25 high quality properties in the
Athabasca Basin (including yesterday’s newly added Rapid River) and is actively advancing exploration
efforts on Larocque East regional targets and the historically undrilled Geiger, Ranger, Hawk and Trident
properties. This is what we like about Iso: most Athabasca exploration peers are either drilling new
projects that are near but outside the basin, or infilling old targets. Iso took a risk drilling Larocque East, a
license with sparse historical work, during a bear market and were richly rewarded with a discovery, and
they are continuing to develop and test new targets now.
Moreover, a learning from our visit was Iso’s credibility in the Athabasca, which we judge from its ability
to recruit experienced and respected senior personnel with experience at the majors. The technical team
is guided by Athabasca Basin expert David Thomas (>40 years geo and 24 years with Cameco) and VPX
Andy Carmichael (15 years uranium with focus in Sask). We see this as a product of both CEO Tim
Gabruch’s deep roots in the Saskatchewan uranium sector, having held senior roles at Cameco (20 years),
Denison, and Uranium Participation Corporation, and Iso’s history as a NexGen spinout; combined the
group have made the last two major discoveries in the basin, during a bear market no less. In short, Iso
has standing in the province, far more than small cap new explorers.

Why we like IsoEnergy
•
•
•

Well-funded East Athabasca explorer building on high-grade, world class discovery
Large 2,771km2 land package in the prolific Athabasca basin
40km distance to mills and shallower mineralisation than typical unconformity hosted deposit

Catalysts
•
•

2H22: Hurricane MRE
3Q22: Commencement of summer 2022 drilling program

Research
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Price / mkt cap:

Author: J Chan / E Magdzinski

Rec / 1xNAV PT:

C$3.7/sh, C$395m
BUY, C$4.50/sh

SOTP project valuation

Project PNAV today:

0.82x

Asset:

Hurricane

1xNAV1Q21 FF FD:

C$4.50/sh

Country:

Saskatchewan, Canada

Commodity price

CY21E

CY22E

CY23E

CY24E

CY25E

60.00

60.00

60.00

60.00

60.00

0.77

0.77

0.77

0.77

0.77

kt

% U3O8

Mlbs

EV/lb U3O8

C$m

O/ship

NAVx

C$/sh

LT uranium price (US$/lb)

51Mlbs at US$7/lb @ Hurricane

455

100%

1.00x

3.77

USD/CAD

Cash (2Q21)

7.2

100%

1.00x

0.06

Measured, ind. & inf. - Hurricane

Interest payable on converts (C$m)

(1.9)

100%

1.00x

(0.02)

Reserves (2P)

nmf

nmf

nmf

nmf

Cash from options

6.3

100%

1.00x

0.05

Measured, ind. & inf. - Hurricane

118

19.70%

51.3

6.53

C$25m for licences, C$50m for Larocque East

75

100%

1.00x

0.62

TOTAL

nmf

nmf

nmf

nmf

Asset NAV8% US$60/lb

541

4.50

Capital structure

Basic

FD

0.82x

Shares (m)

106.8

120.7

PT:
Market P/NAV

Source: SCP estimates
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Appendix: Additional Site Photos
Figure 5. Aerial views of (A) Larocque East Camp and (B) area enroute to site

Source: SCP

Figure 6. Larocque East (A) camp and (B) accommodations

Source: SCP

Figure 7. (A) Core lay down area and (B) drill core

Source: SCP
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DISCLOSURES & DISCLAIMERS
This research report (as defined under IIROC Rule 3600, Part B) is issued and approved for distribution in Canada by Sprott Capital Partners LP
(“SCP”), an investment dealer who is a member of the Investment Industry Regulatory Organization of Canada (“IIROC”) and the Canadian Investor
Protection Fund (“CIPF”). The general partner of SCP is Sprott Capital Partners GP Inc. and SCP is a wholly-owned subsidiary of Sprott Inc., which
is a publicly listed company on the Toronto Stock Exchange under the symbol “SII”. Sprott Asset Management LP (“SAM”), a registered investment
manager to the Sprott Funds and is an affiliate of SCP. This research report is provided to retail clients and institutional investors for information
purposes only. The opinions expressed in this report are the opinions of the author and readers should not assume they reflect the opinions or
recommendations of SCP’s research department. The information in this report is drawn from sources believed to be reliable but the accuracy or
completeness of the information is not guaranteed, nor in providing it does SCP and/or affiliated companies or persons assume any responsibility
or liability whatsoever. This report is not to be construed as an offer to sell or a solicitation of an offer to buy any securities. SCP accepts no
liability whatsoever for any loss arising from any use or reliance on this research report or the information contained herein. Past performance is
not a guarantee of future results, and no representation or warranty, expressed or implied, is made regarding future performance of any security
mentioned in this research report. The price of the securities mentioned in this research report and the income they generate may fluctuate
and/or be adversely affected by market factors or exchange rates, and investors may realize losses on investments in such securities, including
the loss of investment principal. Furthermore, the securities discussed in this research report may not be liquid investments, may have a high
level of volatility or may be subject to additional and special risks associated with securities and investments in emerging markets and/or foreign
countries that may give rise to substantial risk and are not suitable for all investors. SCP may participate in an underwriting of, have a position in,
or make a market in, the securities mentioned herein, including options, futures or other derivatives instruments thereon, and may, as a principal
or agent, buy or sell such products.
DISSEMINATION OF RESEARCH: SCP’s research is distributed electronically through email or available in hard copy upon request. Research is
disseminated concurrently to a pre-determined list of clients provided by SCP’s Institutional Sales Representative and retail Investment Advisors.
Should you wish to no longer receive electronic communications from us, please contact unsubscribe@sprott.com and indicate in the subject line
your full name and/or corporate entity name and that you wish to unsubscribe from receiving research.
RESEARCH ANALYST CERTIFICATION: Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby
certifies that:
•
The views and recommendations expressed herein accurately reflect his/her personal views about any and all of the securities or
issuers that are the subject matter of this research report;
•
His/her compensation is not and will not be directly related to the specific recommendations or view expressed by the Research
analyst in this research report;
•
They have not affected a trade in a security of any class of the issuer within the 30-day period prior to the publication of this research
report;
•
They have not distributed or discussed this Research Report to/with the issuer, investment banking group or any other third party
except for the sole purpose of verifying factual information; and
•
They are unaware of any other potential conflicts of interest.
UK RESIDENTS: Sprott Partners UK Limited (“Sprott”) is an appointed representative of PillarFour Securities LLP which is authorized and regulated
by the Financial Conduct Authority. This document has been approved under section 21(1) of the FMSA 2000 by PillarFour Securities LLP
(“PillarFour”) for communication only to eligible counterparties and professional clients as those terms are defined by the rules of the Financial
Conduct Authority. Its contents are not directed at UK retail clients. PillarFour does not provide investment services to retail clients. PillarFour
publishes this document as non-independent research which is a marketing communication under the Conduct of Business rules. It has not been
prepared in accordance with the regulatory rules relating to independent research, nor is it subject to the prohibition on dealing ahead of the
dissemination of investment research. It does not constitute a personal recommendation and does not constitute an offer or a solicitation to buy
or sell any security. Sprott and PillarFour consider this note to be an acceptable minor non-monetary benefit as defined by the FCA which may be
received without charge. This is because the content is either considered to be commissioned by Sprott’s clients as part of their advisory services
to them or is short term market commentary. Neither Sprott nor PillarFour nor any of its directors, officers, employees or agents shall have any
liability, howsoever arising, for any error or incompleteness of fact or opinion in it or lack of care in its preparation or publication; provided that
this shall not exclude liability to the extent that this is impermissible under the law relating to financial services. All statements and opinions are
made as of the date on the face of this document and are not held out as applicable thereafter. This document is intended for distribution only
in those jurisdictions where PillarFour is permitted to distribute its research.
IMPORTANT DISCLOSURES FOR U.S. PERSONS: This research report was prepared by Sprott Capital Partners LP (“SCP”), a company authorized
to engage in securities activities in Canada. SCP is not a registered broker/dealer in the United States and, therefore, is not subject to U.S. rules
regarding the preparation of research reports and the independence of research analysts. This research report is provided for distribution to
“major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of
1934, as amended (the “Exchange Act”). Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or
related financial instruments based on the information provided in this research report should do so only through Sprott Global Resource
Investments Ltd. (“SGRIL”), a broker dealer in the United States registered with the Securities Exchange Commission (“SEC”), the Financial Industry
Authority (“FINRA”), and a member of the Securities Investor Protection Corporation (“SIPC”). Under no circumstances should any recipient of
this research report effect any transaction to buy or sell securities or related financial instruments through SCP.
SGRIL accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S.
person other than a major U.S. institutional investor. The analyst whose name appears in this research report is not licensed, registered, or
qualified as a research analyst with FINRA and may not be an associated person of SGRIL and, therefore, may not be subject to applicable
restrictions under FINRA Rule 2241 regarding communications by a research analyst with a subject company, public appearances by the research
analyst, and trading securities held by a research analyst account. To make further inquiries related to this report, United States residents should
contact their SGRIL representative.
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ANALYST CERTIFICATION / REGULATION AC: The analyst and associate certify that the views expressed in this research report accurately reflect
their personal views about the subject securities or issuers. In addition, the analyst and associate certify that no part of their compensation was,
is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.
SPROTT CAPITAL PARTNERS EXPLANATION OF RECCOMENDATIONS: Should SCP issue research with recommendations, the research rating
guidelines will be based on the following recommendations:
BUY: The stocks total returns are expected to be materially better than the overall market with higher return expectations needed for
more risky securities markets
NEUTRAL: The stock’s total returns are expected to be in line with the overall market
SELL: The stocks total returns are expected to be materially lower than the overall market
TENDER: The analyst recommends tendering shares to a formal tender offering
UNDER REVIEW: The stock will be placed under review when there is a significant material event with further information pending;
and/or when the research analyst determines it is necessary to await adequate information that could potentially lead to a reevaluation of the rating, target price or forecast; and/or when coverage of a particular security is transferred from one analyst to
another to give the new analyst time to reconfirm the rating, target price or forecast.
NOT RATED ((N/R): The stock is not currently rated

Research Disclosure

Response

1

SCP and its affiliates collectively beneficially owns 1% or more of any class of the issuer's equity securities1

NO

2

The analyst or any associate of the analyst responsible for the report or recommendation or any individual directly
involved in the preparation of the report holds or is short any of the issuer's securities directly or through derivatives

NO

3

An SCP partner, director, officer or analyst involved in the preparation of a report on the issuer, has during the preceding
12 months provided services to the issuer for remuneration other than normal course investment advisory or trading
execution services

NO

4

SCP has provided investment banking services for the issuer during the 12 months preceding the date of issuance of the
research report or recommendation

NO

5

Name of any director, officer, employee or agent of SCP who is an officer, director or employee of the issuer, or who
serves in an advisory capacity to the issuer

NO

6

SCP is making a market in an equity or equity related security of the issuer

NO

7

The analyst preparing this report received compensation based upon SCP's investment banking revenue for the issuer

NO

8

The analyst has conducted a site visit and has viewed a major facility or operation of the issuer

YES

9

The analyst has been reimbursed for travel expenses for a site visit by the issuer

NO
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1
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TENDER:
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As at the end of the month immediately preceding the date of issuance of the research report or the end of the second most recent month if
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