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UPFRONT 
 

Uranium was a sleeper through most of 2010, catching fire only in the last 

three months of the year, and recording a 56% gain in Q4 alone. Uranium 

shares followed suit with some impressive stock gains in Q4/2010 - Q1/2011 

(to date), Purepoint included. After lying low for the best part of 2009-2010, 

Purepoint’s management is now aggressively pushing the Company forward: 

(1) signing attractive agreements with Rio Tinto and Cameco, both of which 

are active in Saskatchewan’s Athabasca Basin where Purepoint has 12 

exploration properties; and (2) implementing a $3-$4 million 2011 drilling 

program. Investors are just now awakening to Purepoint’s inherent potential. 

Our Target Price is $0.95, a significant gain from current levels. 

 

RECOMMENDATION 
 

We recommend the shares of Purepoint Uranium as a Speculative Buy, and 

suitable only for risk-tolerant investors.  

 

PROFILE 
 

Purepoint Uranium Group Inc. (“Purepoint Uranium” or the “Company”) is an 

early-stage Canadian exploration and development company, focused on 

exploration of its uranium projects in the uranium-rich Athabasca Basin in 

northern Saskatchewan, Canada. The Company is involved in project 

partnerships with the three largest uranium producers in the world: Cameco 

Corporation; AREVA S.A.; and Rio Tinto plc.  
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INVESTMENT CONSIDERATIONS 
 

Strengths 
 Projects located in the Athabasca Basin, one of the largest uranium-producing areas in the world.  

 Joint ventures with major uranium miners: Cameco Corporation; AREVA S.A.; and Rio Tinto plc. 

 High-calibre management; considerable geological and mining expertise within the Purepoint group. 

 $3-4 million exploration and drilling program planned for 2011-2012. 

 Uranium price has revived and is on an upward trend. 

 Recovery in Purepoint share price reduces dilutive effect of any near-term equity financing. 

 Larger companies, including any one of its three major partners, could be a potential purchaser of any of 

Purepoint’s properties, or of the Company itself. 
 

Challenges 
 As an early-stage exploration company, Purepoint has no revenue and, therefore, must rely on successful 

access to the capital markets, on an on-going basis, to raise the required funds to continue its operations. 

 Near-term financing risk: the Company plans to raise $4-5 million in the equity market in 2011. 

 As yet, no NI 43-101 compliant resource on any of its properties. 

 Commodity risk: the price of uranium could decline. 

 While management is skilled in exploration activities, neither exploration nor development success is ever 

guaranteed, regardless of potential. 

 

BACKGROUND 

 

Casablanca Capital Corp. was incorporated in Alberta in February 2004, and completed its initial public offering as a 

capital pool corporation listed on the TSX in June of that year. In March 2005, Casablanca Capital entered into an 

arm’s-length agreement to acquire all of the issued and outstanding shares of Purepoint Uranium Corporation, at the 

time a private exploration and development company. The acquisition was completed and the name of the corporation 

was changed to Purepoint Uranium Group Inc. in May 2005.  
 

Purepoint’s head office is in Toronto, Ontario, and its exploration office is in Saskatoon, Saskatchewan.  
 

Purepoint has acquired a large and enviable land position in Saskatchewan’s Athabasca Basin, home to one of the 

world’s largest uranium mining areas. Purepoint’s portfolio, see Table 1, page 4, comprises: 

(1) ten 100%-owned properties comprising 34 claims and totalling about 105,000 hectares; and 

(2) two partially-owned properties, with interests varying from 20% to 23%, comprising 8 claims, and totalling 35,000 

hectares. The Company’s partners in the jointly-owned properties are all large, well-known, and influential global 

mining entities. 

 

STRATEGIC PARTNERSHIPS 

 

The project partnerships with Cameco Corporation, AREVA S.A., and Rio Tinto plc are strategic and, perhaps, 

unparalleled for a junior exploration company. Among the recent agreements with these large uranium producers are: 

(1) the definitive option agreement with Rio Tinto Exploration Canada Inc. on the Red Willow project (announced in 

late December 2010), under which the Rio Tinto subsidiary can earn up to an 80% interest in the project; and  

(2) the definitive joint-venture agreement with Cameco for ongoing exploration of the Smart Lake uranium project 

(announced in mid-January 2011). 

 

Purepoint has also recently staked a promising 4,217-hectare property, known as Forsythe Lake, near the northeastern 

edge of the Athabasca Basin (announced in mid-January 2011). See map on next page. 

 

Work is underway at most of Purepoint’s properties in preparation for drilling. A $3-4 million exploration and drilling 

program is planned for 2011-2012.  Purepoint plans to go the equity market, probably before mid-year but depending 
upon market conditions, for financing for its 2011-2012 program. 
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PROPERTIES 
 

Purepoint’s twelve projects in the Athabasca Basin are listed below and are shown on the accompanying map: 
 

 Name %-Owned Book Value BVPS 

(1) Red Willow 100% $8,922,054 $0.11 

(2)  Turnor Lake 100% $5,714,361 $0.07 

(3) Smart Lake   23% $2,305,398 $0.03 

(4) Hook Lake   20% $3,215,065 $0.04 

(5) Henday Lake 100% $   150,751 $0.002 

(6) Umfreville North/South 100% $1,593,678 $0.02 

(7) South Newnham 100% $   132,271 $0.002 

(8) Fire Eye Lake 100% $   160,000 $0.002 

(9) Forsythe Lake 100% Newly staked N/M 

(10) Red Willow North 100% Newly staked N/M 

(11) Red Willow East 100% Newly staked N/M 

(12) Carson Lake 100% Newly staked N/M 

          $0.28 before $0.05 p.s. write-down 
 

In 2009, the Company provided a write-down for impairment of its deferred exploration properties of $4,400,000 as an 

estimate by which the carrying value of its mining properties exceeds its estimated long-term net recoverable value. 
 

Map 1: Purepoint’s Properties in the Athabasca Basin 
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Table 1: Purepoint’s Properties in the Athabasca Basin 
 

 
 

 
Table continued on next page. 
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Table 1: Purepoint’s Uranium Properties (continued) 
 

 
 
Source: Purepoint Uranium Group Inc. and eResearch. 
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PROJECTS UPDATE 
 

1. Exploration Activity in 2010 
 

Purepoint directed its efforts in 2010 to analyzing and interpreting data generated by the Company’s earlier programs, 

having undertaken extensive geophysics and drilling over a two-year period. The Company also released exploration 

plans for the Turnor Lake project on the northeastern margin of the Athabasca Basin, including the prioritizing of drill 

targets. Associated field work uses the Canadian Mining Industry Research Organization (CAMIRO) methodologies 

for the direct detection of uranium deposits (for more information on CAMIRO, see Appendix 4 on page 24.) Purepoint 

plans to develop a 3D model to assist in the prioritization process at Turnor Lake.  
 

Purepoint also completed an airborne electromagnetic survey and initial interpretation of its 100%-owned Henday 

block project.  A helicopter-borne VTEM35 survey provided detailed magnetic and electromagnetic data for the entire 

project. 
 

At mid-year 2010, the Company announced results from a 20-hole, 3,290-metre drilling program and a six-month 

geochemical/diamond-drill analysis at the Osprey zone of the Red Willow property.  The drilling program determined 

that the central portion of the S-shaped conductor (1.2 km long) had been subject to a large-scale uranium mineralizing 

event.  

 

COMMENT: A mineralizing event, such as this one, is a classic indicator of a potential economic, perhaps large-

scale, uranium deposit. 

 

Red Willow 2010 Drilling Program 

Significant Uranium Intercepts 
 

 

                 Source: Purepoint Uranium Group Inc. 
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2. Red Willow Project Optioned to Rio Tinto 
 

December 21, 2010:  

Purepoint entered into a definitive option agreement with Rio Tinto Exploration Canada Inc. (“Rio Tinto Canada”), 

allowing the latter to earn a controlling interest in Purepoint’s Red Willow project by spending up to $22.5 million in 

exploration and development expenses.  Rio Tinto Canada is a wholly-owned subsidiary of Rio Tinto plc (“Rio Tinto”), 

the world’s third-largest producer of uranium.  

 

COMMENT: This agreement gives Rio Tinto an entry point into the Athabasca Basin. 
 

Rio Tinto Canada may earn a 51% undivided interest in Red Willow by incurring expenditures of $5 million by 

December 31, 2015; a further 19% undivided interest (total: 70%) by incurring an additional $7.5 million by December 

31, 2018; and a further 10% undivided interest (total: 80%) by incurring an additional $10 million by December 2021. 

 

COMMENT: Success with the drill bit will determine whether Rio Tinto Canada increases its ownership interest. 

 

3. JV Agreement on Smart Lake with Cameco Corporation 
 

January 11, 2011:  

Purepoint signed a definitive joint-venture agreement with Cameco Corporation for the ongoing exploration of the 

Smart Lake project. Purepoint, as operator, has earned, to date, a 23% interest in the project. The Company may acquire 

up to a 35% ownership interest, through the expenditure of an additional $1.9 million by 2013, with an option to 

participate further, to a maximum interest of 50%. 

 

The most recent drill program at Smart Lake discovered a radioactive structure displaying multiple episodes of intense 

alteration. The structure is associated with graphite, and the Shearwater conductor, which has been outlined over 1.0 

kilometre by a ground electro-magnetic (EM) survey, and over 1.4 kilometres by an airborne EM survey. 

 

4. Forsythe Lake Property Staked 
 

January 13, 2011:  

Purepoint has staked a 4,217-hectare property, known as Forsythe Lake, near the northeastern edge of the Athabasca 

Basin. The property contains known EM conductors that extend on to the neighbouring Denison/JNR Bell Lake project, 

and is about 20 kilometres west of Cameco’s La Rocque occurrence (which returned up to 33.9% over 5.5 metres). 

 

Government assessment files show that the property has never been drill-tested.  Initial drill targets will be areas where 

the EM conductors show evidence of structural disruption, possibly containing traps for uranium-rich hydrothermal 

fluids. 

 

COMMENT: Purepoint has identified one promising target as being where the conductors terminate against the 
magnetic anomaly, and a second as being at the location where the most northern conductor is apparently offset by 

about 500 metres. 

 

5. Winter Drilling at Red Willow 
 

February 1, 2011:  

Purepoint announced that a preliminary winter drilling program, managed by Rio Tinto Canada, was underway at Red 

Willow. The program will initially focus on the Geneva Synform, a high-priority target southwest of Red Willow’s 

Osprey zone. Drilling will begin near Geneva Lake, which appears to be formed over the intersection of the north-

northeast striking Jake Fault and the Geneva Fault. 

 

COMMENT: The Geneva Fault is a potential pathway for uranium-rich hydrothermal fluids. 
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6. Three Properties Staked 
 

February 8, 2011:  

Purepoint has staked three properties at the northeast margin of the Athabasca Basin. The 100%-owned properties, Red 
Willow North, Red Willow East, and Carson Lake, total 23,141 hectares. 

 

Red Willow North and Red Willow East are contiguous with the Company’s Red Willow project (the one that is the joint 

venture with Rio Tinto Canada), and Carson Lake covers a strong EM conductor, an extension of the conductive trend 

at the southeast corner of Red Willow North. 

 

COMMENT: Purepoint’s exploration of these properties will be targeting basement-hosted, structurally-controlled 
uranium deposits, similar to the Eagle Point deposit (Cameco Corporation), located 30 kilometres south of Red Willow 

North and 30 kilometres south-southwest of Red Willow East. 

 

 

NOTE: Additional information on Purepoint’s properties is provided in Appendix 1, pages 16-20. 
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VALUATION 
 

We have valued Purepoint Uranium using the eResearch–derived Property Ratio valuation method: 

 

Property Ratio Valuation Methodology 
 

The Property Ratio Method is based upon an analysis of the Property Ratio, which measures the premium the market 

currently places on a company’s Mineral Properties. All else being equal, a higher premium indicates the market is 

anticipating greater future value from the assets in the ground, while a lower premium may represent an undervalued 

asset. 

 

This method determines an appropriate valuation for a company’s shares based on a comparison of the Property Ratio 

of the subject company with those of its peers.  

 

We start with the latest published financial statements and make any adjustments by taking into account any subsequent 

material events, such as property acquisitions or equity financings. In such occurrences, we will then have pro forma 

numbers for Mineral Properties and for Shareholders’ Equity, as well as the number of shares outstanding.  

 

For the subject company, we also take into account the expected capital expenditures (“capex”) over the ensuing 

forecast period as well as the expected number of shares to be issued to finance that capex. 

 

To the Adjusted Book Value of the Mineral Properties, we apply the selected Mineral Property Ratio, as determined by 

analyzing and comparing the relative merits of the peer companies with the subject company. In this respect, in order to 

smooth out any abnormal short-term price fluctuations, we take the latest-available 50-day average price for all 

companies. 

 

Peer Companies 
 

We select the peer companies based on the following criteria: 

 

 Companies having properties that host the same or similar minerals as the subject company; 

 Companies at relatively the same exploration and development stage in the production cycle; and 

 Companies located in the same country, or in the same or similar geological region (if possible). 

 

The peer companies we have chosen to compare with Purepoint Uranium are as follows: 

(1) Forum Uranium Corp. 

(2) Hathor Exploration Ltd. 

(3) Fission Energy Corp. 

(4) JNR Resources Inc. 

(5) Pitchstone Exploration Ltd. 

(6) Athabasca Uranium Inc. 

 

As shown in Table 2 below, Purepoint Uranium has a Property Ratio of 1.62x. The range for the peer companies is 

0.74x to 3.07x. The average for the six peers is 2.08x. 
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Table 2: Corporate Comparison 

Purepoint Forum Hathor Fission

Uranium Group Uranium Corp. Exploration Ltd. Energy Corp.

PTU : TSX-V FDC : TSX-V HAT : TSX-V FIS : TSX-V

Stage Exploration Exploration Exploration Exploration

Financial Statement Date (1) Sep 30, 2010 Sep 30, 2010 Dec 31, 2010 Sep 30, 2010

Corporate: 

Current Share Price $0.580 $0.35 $3.24 $1.37

Share Price (50-day avg) $0.397 $0.317 $3.040 $1.06

Shares O/S 78,308,035 120,732,321 108,657,913 83,469,111

Market Cap (Based on 50-day avg) $31,064,797 $38,320,439 $330,320,056 $88,477,258

Mineral Properties:

Book Value (Cost) (2) $17,793,578 $15,325,763 $100,088,506 $29,569,901

Market Value $28,901,182 $36,275,551 $307,533,256 $76,560,601

Difference $11,107,604 $20,949,788 $207,444,750 $46,990,700

Property Ratio 1.62 2.37 3.07 2.59

JNR Pitchstone Athabasca

Resources Inc. Exploration Ltd. Uranium Ltd.

JNN : TSX-V PXP : TSX UAX : TSX-V

Exploration Exploration Exploration

Oct 31, 2010 Sep 30, 2010 Nov 30, 2010

$0.400 $0.56 $0.35

$0.419 $0.484 $0.32

100,301,734 39,761,185 32,326,087

$41,996,336 $19,256,342 $10,386,372

$31,420,697 $20,131,610 $3,814,895

$38,721,648 $14,926,579 $9,386,308

$7,300,951 ($5,205,031) $5,571,413

1.23 0.74 2.46

Average Ratio (Peers) 2.08

Adjusted Book Value (1) $17,793,578

Selected Ratio 3.00

Common Equity (Per Statements) $17,731,240

Adjusted Common Equity (Selected Ratio) (2) $53,380,734

Equity Per Share (Per Statements) $0.23

Adjusted Equity Per Share (Selected Ratio) (3) $0.68

Note 1: For all companies, where necessary, certain figures are pro-forma to reflect changes since the published results.

Note 2: Book Value of the Mineral Properties is adjusted for additional capex over the next 12 months.

Note 3: Adjusted Equity Per Share is calculated based on the assumption of 78.3 million shares outstanding.  

We assume no financing in the next 12 months.

Source: e Research
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Sensitivity Analysis 
 

As the top part of the table below shows, the current Book Value (Total Shareholders’ Equity) of Purepoint Uranium is 

$0.23 per share and, at the current share price, the market is valuing the Company’s Mineral Properties at $0.40 per 

share, which derives the Company’s Property Ratio of 1.62x 

 

The bottom part of Table 3 sets out, as an objective over the next twelve months, a range of Property Ratios running 

from 2.00x to 5.00x, in increments of 0.50x. We also include the peer average of 2.08x. 

  

Table 3: Intrinsic Values at Varying Property Ratios 

 

Purepoint Uranium Property Ratio Intrinsic Value

Current Book Value 1.00x C$ 0.23

Current Property Ratio 1.62x C$ 0.40

Property Ratio: Next 12 Months 2.00x C$ 0.45

Property Ratio: Next 12 Months 2.08x C$ 0.47

Property Ratio: Next 12 Months 2.50x C$ 0.57

Property Ratio: Next 12 Months 3.00x C$ 0.68

Property Ratio: Next 12 Months 3.50x C$ 0.79

Property Ratio: Next 12 Months 4.00x C$ 0.91

Property Ratio: Next 12 Months 4.50x C$ 1.02

Property Ratio: Next 12 Months 5.00x C$ 1.14  
 

The Intrinsic Value of Purepoint Uranium, at the peer average Property Ratio of 2.08x, is $0.47 per share. 

 

After a less-active period, since Purepoint is now becoming more aggressive in its activities (as outlined in this report), 

we believe the shares are deserving of a higher multiple. We have used a Property Ratio of 3.00x and derived an 

Intrinsic Value of $0.68 per share. 

 

We believe a premium should be ascribed to the calculation of the Intrinsic Value to reflect the many positive 

developments that will accrue to Purepoint Uranium for the ensuing year and which are not factored into the above 

calculations. 

 

We believe that, after the Company’s next 12 months’ activities, further upside to the Company’s shares may come 

from the factors listed below.  

 

 The strategic initiative with Rio Tinto Canada;  

 The strategic initiative with Cameco Corporation; 

 The aggressive drilling program over the next 12-18 months; 

 The continuing recovery in uranium prices and the corresponding investor search for over-looked and under-valued 

junior uranium exploration companies, such as Purepoint Uranium.  

 

From all of this, we have chosen a range for the premium to be added to the Intrinsic Value: 

At a 30% premium, the augmented value equates (rounded) to $0.88 per share. 

At a 40% premium, the augmented value equates (rounded) to $0.95 per share. 

At a 50% premium, the augmented value equates (rounded) to $1.02 per share. 

 

We are taking the 40% premium as the basis for our 12 months’ price objective, which gives us a Target Price for the 

shares of Purepoint Uranium of $0.95 per share. 
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FINANCIAL REVIEW 
 

Financial Year End 
 

December 31 

 

Revenues 
 

Puepoint Uranium does not have a producing property and, therefore, generates no operating income. 

 

Cash Burn Rate 
 

The “burn” refers to those non-discretionary general and administrative expenses, such as rent, professional fees, 

financial reporting requirements, and salaries and benefits etc. over which management has limited control. For the first 

nine months of 2010, the monthly burn was $44,125. For all of 2010, our estimate for the average monthly burn is 

$48,300, or $580,000 annually. 

 

Cash Position 
 

At September 30, 2010, the Company’s cash on hand, including short-term investments (near cash), was $606,488. 

 

Capital Expenditures  
 

Purepoint Uranium spent $10.44 million on capex in 2007 and $5.15 million in 2008. In 2009, with the economic 

downturn, the Company “pulled in its horns” and, more or less, went into “care and maintenance”, with only $0.43 

million spent on capex. Now ramping up again, the Company spent $1.22 million on capex over the last twelve months 

and, for the year as a whole, we estimate capex at $1.40 million. 

 

Share Structure 
 

Issued and Outstanding: 78,308,035  

Options: 6,960,000   

Warrants: 2,750,000      

Fully Diluted: 88,018,035 

 

Options 

 

Exercise Weighted Average Potential

Number Price Life (Years) Comment Equity

1,000,000 $0.90 11 months Out-of-the-Money $900,000

80,000 $1.00 15 months Out-of-the-Money $80,000

100,000 $0.45 18 months In-the-Money $45,000

50,000 $0.32 27 months In-the-Money $16,000

1,150,000 $0.20 43 months In-the-Money $230,000

1,180,000 $0.14 43 months In-the-Money $165,200

3,400,000 $0.09 51 months In-the-Money $306,000

6,960,000 $1,742,200  
 

 

Financial Statements 
 

Set out on the following page are abridged historical and pro-forma financial statements of net income/loss, cash flow, 

and the balance sheet. 
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Table 4: Selected Financial Information 
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MANAGEMENT & DIRECTORS 
 

A. MANAGEMENT 

  
Chris Frostad, BBA, CA 

President & CEO 
 

Chris Frostad, prior to founding Purepoint in 2004, worked at one of Canada’s leading venture capital funds, where he 

was CEO in Residence, acting as CEO of various companies in the portfolio. In this capacity, he focused on mergers 

and acquisitions, sales strategy, product development, and marketing. Throughout his career, Mr. Frostad has been 

instrumental in the development and building of high-growth, early-stage, public and private companies. He is also the 

CEO and a Director of Virgin Metals Inc. Mr. Frostad began his career with Deloitte Haskins & Sells, receiving a 

Chartered Accountant designation while working at the firm. He also holds a Bachelor of Business Administration 

(Honours) degree from Wilfrid Laurier University. 

 

Scott Frostad, B.Sc., M.A.Sc, PGeo 

Vice President, Exploration 
 

Scott Frostad has worked in mineral exploration with well-known mining companies such as Lac Minerals, Teck 

Cominco (now Teck Resources), and Placer Dome. Prior to joining Purepoint, Mr. Frostad was Environmental 

Specialist with Cogema Resources Inc., and managed environment issues at the Cluff Lake and McClean Lake uranium 

mines in northern Saskatchewan.  He has a B.Sc. in geology from the University of Western Ontario, and an M.A.Sc. in 

mining and mineral process engineering from the University of British Columbia. Mr. Frostad is a member of the 

Association of Professional Engineers and Geoscientists of British Columbia, and the Association of Professional 

Engineers and Geoscientists of Saskatchewan.  

 

Roger Watson, B.A.Sc. 

Chief Geophysicist 
 

Roger Watson has provided geophysical expertise to the mining industry around the world. During his career, Mr. 

Watson has overseen large-scale projects in Algeria, the Ivory Coast, the United States, and Canada. Before joining 

Purepoint on a full-time basis, he consulted on projects in Zimbabwe, Iran, Ghana, and Canada. Mr. Watson holds a 

B.A.Sc. in Engineering Physics, Geophysics option.  He is a member of the Association of Professional Engineers of 

Ontario, the Society of Exploration Geophysicists (SEG), the Canadian Geophysics Society (KEGS), and the 

Prospectors and Developers Association, Canada.  

 

Ram Ramachandran, BA, CA 

Chief Financial Officer 
 

Ram Ramachandran spent 11 years with the Ontario Securities Commission, serving as Deputy Director and Associate 

Chief Accountant. Prior to joining Purepoint, Mr. Ramachandran provided companies with advisory services in the area 

of litigation/compliance. 

 

Andrew Gracie, B.Sc., PhD 

Consulting Geologist 
  

Andrew Gracie has held senior positions with the Saskatchewan Department of Mineral Resources, Saskatchewan 

Energy and Mines, and Saskatchewan Industry and Resources. Dr. Gracie is the Saskatchewan Mining Association 

representative on the Saskatchewan Environment-sponsored North Central Land Use Plan, and Weyerhauser local 

Stakeholder Advisory Committee in La Ronge (northern Saskatchewan). 

 

Michael Lederhouse 

Consultant, Field Operations 
 

Michael Lederhouse has managed significant exploration projects for companies such as Cameco Corporation, AREVA 

(Cogema), Noranda, Cominco, Placer Dome, and Phelps Dodge. He is a joint-venture partner in the Anglo-Rouyn 

project, a gold recovery operation that utilizes the existing tailings of the former Anglo-Rouyn mine north of La Ronge. 
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B. DIRECTORS 
 

Chris Frostad  

(See bio above.) 

 

Scott Frostad 
(See bio above.) 

 

James Doak, CFA 
James Doak is President and Managing Director of Megantic Asset Management Inc. Mr. Doak, who has held several 

other directorships, is currently a Director of PetroKazakhstan Inc., the third-largest oil and gas producer in 

Kazakhstan.  

 

Allan Beach, BA, LL.B 
Allan Beach is a Partner with the law firm Fasken Martineau DuMoulin LLP.  He advises a wide range of clients in the 

corporate finance and securities industries. 

 

 

CORPORATE INFORMATION 
 

A. Head Office 
Purepoint Uranium Group Inc. 

10 King Street East 

Suite 501 

Toronto, Ontario   M5C 1C3 

 

Toll Free: 1-866-835-8368 

Telephone and Fax: 416-603-8368 

 

 

B. Exploration Office 
220 - 3

rd
 Avenue South 

Suite 205 

Saskatoon, Saskatchewan   S7K 1M1 

 

Telephone: 306-955-8368 

Fax: 306-683-0707 

 

 

C. Other  

Website: www.purepoint.ca 

E-mail: info@purepoint.ca  

 

 

http://www.purepoint.ca/
mailto:info@purepoint.ca
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APPENDIX 1: KEY PROPERTIES 
 

Our sources for the following information include the Company’s website, its regulatory filings, and SEDAR. 
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1.  Red Willow 
 

 Nine Claims; 12,994 hectares 

 100% Owned (optioned to Rio Tinto) 

 $973,407 in exploration expenditures in nine-month period ending September 30, 2010 

 Book Value at September 30, 2010: $8,922,054 
 

Purepoint’s Red Willow property sits on the eastern edge of the Athabasca Basin. Proterozoic sandstone on the property 

covers the Archean and Aphebian basement rocks to a depth of 80 metres, with the basement comprising intensely 

deformed and metamorphosed sedimentary volcanic and plutonic rocks that trend northeast to southwest. 
 

The property adjoins AREVA Resource Canada Inc.’s claim group (JEB, SUE and McClean deposits) at the west end, 

and Cameco Corporation’s claim group (Rabbit Lake, Collins Bay and Eagle Point deposits) to the south.  
 

Five major uranium deposits are located along a northeast-to-southwest mine trend extending through the Red Willow 

project. The Company has identified 13 targets at Red Willow, each considered to have high potential for discovery. 

 

2.  Turnor Lake 
 

 Five claims; 9,705 hectares 

 100% ownership 

 $34,395 in exploration expenditures in nine-month period ending September 30, 2010 

 Book Value at September 30, 2010: $5,714,361 
 

The Turnor Lake project, which spreads over 9,705 hectares, is situated in the eastern plane of the Athabasca Basin.  
 

The property covers known graphitic conductors associated with uranium showings on adjoining properties.  
 

The project is close to several uranium deposits, including Midwest Lake (AREVA), McClean Lake (Cameco), Eagle 

Point (Cameco), and Collins Bay (Cameco).  
 

Drill targets at Turnor Lake are being prioritized through fieldwork utilizing the Canadian Mining Industry Research 

Organization (CAMIRO) methodologies for the detection of uranium deposits. Purepoint plans to develop a 3D model 

to assist in the prioritization process at Turnor Lake. 

 

3.  Smart Lake 
 

 Two claims; 9,800 hectares 

 Joint venture with Cameco.  Purepoint, the operator, has earned 23%; may acquire up to 50%  

 $1,193 in exploration expenditures in nine months ending September 30, 2010 

 Book Value at September 2010: $2,305,398 
 

The Smart Lake project, a high-priority joint venture with Cameco, comprises two claims covering 9,800 hectares in 

the southwest portion of the Athabasca Basin.  
 

In 2007, Purepoint entered into an agreement with Cameco to acquire up to 50% of the project.  Under the terms of the 

agreement, Purepoint was to be the operator and could acquire 35% of the project through exploration expenditure of 

$4 million over six years, and could thereafter participate in exploration funding up to a maximum of 50% ownership.  
 

Purepoint has so far earned 23% of the project. A total of 1,436 metres of first-pass diamond drilling has been 

performed at Smart Lake.  
 

Recent exploration by Purepoint and Cameco has established the presence and location of a number of basement 

electromagnetic conductors that have never been drill-tested. 
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4.  Hook Lake 
 

 Six claims; 26,051 hectares 

 20% Ownership; can earn up to 50% 

 Partner with Cameco and AREVA 

 $1,193 in exploration expenditures in nine months ending September 30, 2010 

 Book Value at September 30, 2010: $3,215,065 
 

The Hook Lake project, located in the southwestern Athabasca Basin, is about 80 kilometres southeast of the former 

Cluff Lake mine.   
 

(The Cluff Lake Mine is owned and operated by AREVA Resources Canada Inc., formerly Cogema Resources Inc. 

Uranium production ceased in 2002 when the ore reserves were depleted. It was operated for 22 years, and it produced 
over 62 million pounds of yellowcake, a kind of uranium concentrate powder obtained by leaching.) 
 

Purepoint formed a joint venture with UEM Inc. on UEM’s Hook Lake uranium project in 2007. (UEM is owned 

equally by AREVA Resources Canada Inc. and Cameco Corp.) Under the terms of the agreement, Purepoint was to be 

the operator and could acquire 35% of the project by funding $7.5 million in exploration over a period of six years.  

Purepoint could then increase its interest up to 50% by funding further exploration and participating on an equal basis 

in feasibility funding.  
 

Three prospective corridors have been defined on the property, with each consisting of multiple conductors. A total of 

2,322 metres have been drilled to date. 

 

5.  Henday Lake 
 

 1,752 hectares 

 100% ownership 

 $53,422 in exploration expenditures in nine-month period ending September 30, 2010 

 Book Value at September 30, 2010: $150,751 
 

The Henday Lake property is within a northeast trending structural zone (the Mudjatik-Wollaston tectonic zone) along 

the eastern margin of the Athabasca Basin. Over 95% of known Canadian uranium deposits, and all operating mines in 

Canada, are located on this trend. The Henday Lake property is nine kilometres northwest of AREVA’s Midwest Lake 

deposit (41 million lbs of U3O8), and 10 kilometres west of Hathor Exploration’s Roughrider zone.  
 

Purepoint has completed an airborne electromagnetic survey and initial interpretation of the Henday block. A 

helicopter-borne VTEM35 survey provided detailed magnetic and electromagnetic data on the entire project.  
 

Drilling is planned for next winter (2012). 
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6.  Umfreville Lake 
 

 One claim; 5,460 hectares (Umfreville North) 

 100% ownership 

 $40,569 in exploration expenditures in nine months ending September 30, 2010 

 Book Value at September 30, 2010: $1,593,678 
 

The original Umfreville Lake claim block was divided into two projects, including Umfreville North which covers 

5,460 hectares, and (see below) South Newnham which covers 2,884 hectares.  
 

Purepoint began a high-resolution gradient aeromagnetic and XDS VLF-EM survey in June 2010 on Umfreville North 

and South Newnham, with about 1,100 line-kilometres flown on the two properties.  
 

The Umfreville North property is transected by the major north-northwest trending Fond du Lac Fault. The 

interpretation of results from an earlier airborne gravity survey have: (1) indicated the presence of fault systems that 

were not seen in previous geology maps; and (2) supported fault systems previously interpreted from magnetic features. 
 

The Porcupine and Perching zones are two large areas at Umfreville that have been interpreted to contain cross-cutting 

structures. It is expected that the high-resolution gradient aeromagnetic and XDS VLF-EM survey data will help define 

structural targets for follow-up investigation. 

 

7.  South Newnham Lake 
 

 One claim; 2,884 hectares 

 100% ownership 

 $14,496 in exploration expenditures in nine months ending September 30, 2010 

 Book Value at September 30, 2010: $132,271 
 

The South Newnham property, with a significant series of faults, covers 2,884 hectares in the northeastern part of the 

Athabasca Basin. The property was staked by Purepoint because of the presence of the significant north-south 

Newnham fault, coincident with a magnetic low.  The fault was considered a possible conduit for uraniferous fluids, 

while the magnetic low indicated metapelite rocks. 
 

An earlier (July 2007) helicopter-borne high-resolution radiometric (gamma-ray spectrometry) survey was completed 

over South Newnham. The survey outlined five significant anomalies, with radiation counts well above background 

values.  Two east-west faults were interpreted to crosscut the Newnham fault, and the northern east-west fault is 

thought to be a possible source area for two of the radiometric anomalies. 
 

Purepoint began a high-resolution gradient aeromagnetic and XDS VLF-EM survey in June 2010 on South Newnham 
and Umfreville North (see above). About 1,100 line kilometres were flown on the two properties. Further details on the 

east-west faults and where they intersect the Newnham fault are expected to result from the airborne geophysical 

survey. 

  

8.  Fire Eye Lake 
 

 Two claims; 10,434 hectares 

 100% ownership 

 No exploration expenditures in nine months ending September 30, 2010 

 Book Value at September 30, 2010: $160,000 
 

The Fire Eye Lake property, covering 10,434 hectares, is located 50 kms southwest of the Gunnar mine (produced 19 

mm lbs of U3O8), and 80 km southwest of the Beaverlodge district (produced in excess of 50 mm lbs of U3O8).  
 

Purepoint considers Fire Eye Lake to be an economical exploration target, with the depth to basement being less than 

600 metres (based on magnetic interpretation). Geophysics have been done, but the property may require seismic. Soil 

sampling also may be done.  
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9.  Forsythe Lake 
 

 4,217 hectares 

 100% ownership 

 Book Value at September 30, 2010: Newly staked 
 

Purepoint announced on January 13, 2011 that it had staked a 4,217-hectare property, known as Forsythe Lake, near the 

northeastern edge of the Athabasca Basin.  
 

The property, which lies about 20 kilometres west of the La Rocque occurrence (Cameco), contains known EM 

conductors extending on to the neighbouring Denison/JNR Bell Lake project. 
 

(The Bell Lake project is a 60:40 joint-venture between Denison Mines Corp. and JNR Resources Inc. The project 

consists of 9 claims totalling 26,550 hectares, and includes Denison’s Ward Lake claims and JNR’s Bell Lake and La 
Rocque Lake claims.)  

 

10.  Red Willow North,  

11.  Red Willow East,  

12.  Carson Lake 
 

(Staking for these three properties was announced in February 2011) 
 

 23,141 hectares in total for the three properties: 

 100% ownership 

 Book Value at September 30, 2010: Newly staked 
 

Purepoint announced on February 8, 2011 that it had staked three properties at the northeast margin of the Athabasca 

Basin. The 100%-owned properties, Red Willow North, Red Willow East, and Carson Lake, total 23,141 hectares. 

 

Red Willow North and Red Willow East are contiguous with the Company’s Red Willow project (joint venture with Rio 

Tinto Canada), and Carson Lake covers a strong electromagnetic (EM) conductor, an extension of the conductive trend 

at the southeast corner of Red Willow North. 

 

Purepoint’s exploration of these properties will be targeting basement-hosted, structurally-controlled uranium deposits, 

similar to the Eagle Point deposit (Cameco Corporation), located 30 kilometres south of Red Willow North and 30 

kilometres south-southwest of Red Willow East. 

 

Red Willow North 

The Red Willow North property comprises three claims over 13,436 hectares, and includes the northern extension of the 

Osprey conductor that extends on to Red Willow North. The conductive trend continues east on to Hathor Exploration’s 

Hatchet Lake project and Purepoint’s Carson Lake. Recent drilling at Osprey returned intercepts of 0.20% eU3O8 over 

5.8 metres.   
 

Red Willow East 

The Red Willow East property covers the eastern extension of EM conductors outlined on the Red Willow joint-venture 

project. Purepoint has not yet undertaken ground exploration on this part of the property. 

 

Carson Lake 

The northeast trending conductor covered by the Carson Lake property is about 10 kilometres long. Purepoint will be 

reviewing the results of former exploration programs on the property, with a view to finding favourable areas of 

structural complexity on which to begin ground-based fieldwork. 
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APPENDIX 2: ATHABASCA BASIN DRILL RESULTS  

 

(To Date) 
 

 
 

Source: Purepoint Uranium Group Inc. website: www.purepoint.ca 
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APPENDIX 3: THE URANIUM MARKET 
 
The following chart shows the changes in the prices of key metal commodities (gold; silver; copper; lead; zinc; 

aluminum; nickel; and uranium) in 2010. 

 

 
Source: eResearch. 
 

The 2010 winner was uranium. It rose from US$40.00/lb U3O8 to US$62.50/lb, a gain of 56%. We have been 

showcasing uranium in our weekly newsletter, The Clarion, as a top commodity pick for more than a year.  

 

Silver comes in second, followed by nickel, copper, and then gold. Nickel proves to be the most volatile. Zinc is the 

laggard and is just, finally, back to where it was a year ago. 

 

The uranium market, like other commodity markets, is volatile in nature, moving with changes in demand and supply 

conditions.  However, the spot uranium market has more exposure to the role-play of speculators, such as hedge funds, 

and to political influence than other commodities such as copper or nickel. According to the Conservation Council of 

South Australia, about half of the total uranium production is for military use; only 430 out of a total of 1,100 operating 

nuclear reactors are for commercial use. 

 

Most demand for uranium comes from five major countries (the United States, Russia, the United Kingdom, France, 

and China). After the end of the Cold War, the demand for uranium declined significantly.  In addition, the Chernobyl 

and Three Mile Island incidents caused the demand for nuclear power generation to plummet further, as public interest 

for nuclear power generation waned.  This explains the low uranium prices in the 1990s and the first half of the 2000s. 

 

The Peak Was US$138/lb U3O8 in June 2007 

 

In the advent of: (a) China and India emerging as new economic powers; (b) the world’s increasing attention on global 

warming; and (c) the United States’ focus on shifting away from reliance on uneconomic oil and gas-fired fuels for new 

power plants, the demand for cleaner energy and, henceforth, nuclear power generation increased sharply.  With only a 

few uranium mines still in production and very limited exploration activities in the early 2000s, the world experienced 

excess demand and the price started trending upwards sharply. This upward trend started in mid-2004, and reached its 
peak in June 2007, at US$138/lb U3O8.   
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Another factor causing upward pressure on uranium prices during this period was an increasing supply shortage, in part 

caused by the flooding of two major mines. The first was Cameco’s Cigar Lake (the world’s largest undeveloped high-

grade uranium deposit) in October 2006 that pushed its expected production date back to 2013 from 2008.  The other 

flooding was Energy Resources (Australia), which significantly reduced the mine production to 7.5 million pounds, 

from a planned production of 11.5 million pounds, or 4% of the world’s total uranium output.   

 

COMMENT: In our opinion, the speculative spike in spot prices far outstripped prevailing demand-supply conditions,  

since the changes in these conditions are more gradual. 

 

The spot uranium price started trending down after June 2007. This can be explained by: (1) lack of buying interest on 

the spot market since 85% of commercial uranium transactions are long-term contracts. The spot price tends to be more 

volatile and does not necessarily reflect long-term contract prices, since spot prices are recorded on the latest contract 

being delivered, while the long-term contracts are negotiated between the producers and utility companies; and (2) lack 

of market liquidity on uranium transactions resulting in speculators and hedge fund selling off their positions.  

 

As economic conditions reached crisis proportions in 2008-2009, commodity prices, including uranium, plummeted. 

Spot prices eventually bottomed out at US$40.00/lb U3O8 in March 2010, and remained depressed in the US$40.00/lb-

US$45.00/lb range for an extended period: November 2009 – July 2010. 

 

In October 2010, the spot price started to rise and quickly gained momentum. It reached a high of US$73.00/lb U3O8 

in January 2011, and is currently quoted at US$69.75/lb by Ux Consulting Company LLC (February 28, 2011), and at 

US$69.50/lb by TradeTech (February 28, 2011). 

 

Charts 
 

 One-Year Two-Year 
 

               
Source: The Ux Consulting Company, LLC   Source: The Ux Consulting Company, LLC 

 

 

COMMENT: The spot price and the long-term contract price are now tracking closely together (see above). 
Speculative interest could drive the spot upwards to the US$100/lb U3O8 level.  We do not know and, truly, we think no-
one, at this point, really knows just how much further the uranium price rally will go;  or, whether it will hold when it 

tops out. Does the very recent spot price slippage demark the near-term top, or is this merely a breather in the trend to 

much higher prices? Whatever, over the longer term, with global demand sharply increasing, we believe the price of 

uranium has nowhere to go but up. 
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APPENDIX 4: CAMIRO METHODOLOGIES 
 

COMMENT: On June 1, 2010, Purepoint announced results from a six-month geochemical/diamond drill analysis 
that was designed to validate the results of a syndicated research study submitted by The Canadian Mining Industry 

Research Organization (CAMIRO). The CAMIRO geochemical techniques were applied over three separate zones 

within the Osprey area at the Company’s Red Willow project. The Company was using the techniques of the study to 
help identify deep uranium mineralization from surface, in anticipation that the use of CAMIRO’s findings would 

significantly reduce the time to new uranium discoveries and provide lower-cost exploration methods.  

 
The following is an excerpt on CAMIRO from Purepoint’s June 1, 2010 news release: 

 

“In 2006, The Canadian Mining Industry Research Organization (CAMIRO) carried out a scoping study 
documenting and evaluating the relative effectiveness of methods applied in the past to explore for uranium 
in the Athabasca Basin. This scoping phase formed the basis for designing field studies to develop new 
methods and optimize existing ones for the direct detection of uranium deposits along the unconformity of 
the Athabasca sandstone. Field studies were carried out in 2008 and 2009, and the final report was released 
in April 2010.  All scientific results arising from the research project are subject to a confidentiality period 
ending on March 15, 2013. 
 
“Purepoint and other members of Canada’s uranium industry (including Cameco, AREVA, Denison and the 
Saskatchewan Research Council) sponsored the three-year research study.  The field samples were collected 
from the areas overlying the McClean Lake, Cigar Lake West and Dawn Lake uranium deposits in 
Saskatchewan’s Athabasca Basin. 
 
“Now that we are confident in the utility of this approach, we will be incorporating it into our ongoing 
exploration programs to help prioritize our drill targets,” said Scott Frostad, Vice President, Exploration at 
Purepoint.” 
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APPENDIX 5: PUREPOINT STOCK CHARTS 
 

Five-Year 

 
 

Three-Year 

 
 

Six-Months 

 
Source: www.BigCharts.com 

http://www.bigcharts.com/
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NOTES
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eResearch Recommendation System 
 

Strong Buy:  Expected total return within the next 12 months is at least 40%. 

Buy:  Expected total return within the next 12 months is between 10% and 40%. 

Speculative Buy:  Expected total return within the next 12 months is substantial, but Risk is High (see below). 

Hold: Expected total return within the next 12 months is between 0% and 10%. 

Sell:  Expected total return within the next 12 months is negative. 

________________________________________________________________________________________________________ 

eResearch Risk Rating System 
 

A company may have some, but not necessarily all, of the following characteristics of a specific risk rating to qualify for that rating: 
 

High Risk:  Financial - Little or no revenue and earnings, limited financial history, weak balance sheet, negative free cash flows, poor 

working capital solvency, no dividends.  

 Operational - Weak competitive market position, early stage of development, unproven operating plan, high cost 

structure, industry consolidating, business model/technology unproven or out-of-date. 
 

Medium Risk:  Financial - Several years of revenue and positive earnings, balance sheet in line with industry average, positive free cash 

flow, adequate working capital solvency, may or may not pay a dividend. 

 Operational - Competitive market position and cost structure, industry stable, business model/technology is well 

established and consistent with current state of industry. 
 

Low Risk:  Financial - Strong revenue growth and earnings over several years, stronger than average balance sheet, strong positive 

free cash flows, above average working capital solvency, company may pay (and stock may yield) substantial dividends 

or company may actively buy back stock. 

 Operational - Dominant player in its market, below average cost structure, company may be a consolidator, company may 

have a leading market/technology position. 
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