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Right on time to capitalize on
higher uranium prices
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Amarillo Grande

Sometimes a bear market lasts longer than expected, and this definitely seems to be
the case for uranium. Although the spot price is relatively irrelevant in the greater
scheme of things, a continuously low spot price has had a negative impact on the
long-term contract prices as well. This created a situation where uranium producers
aren't too interested in continuing to produce and sell uranium at loss-making prices.

The uranium market might turn around sooner rather than later, and this could be
good news for Blue Sky Uranium (BSK.V), one of the Grosso Group companies. The
past few years haven't been easy for Blue Sky, but it has been able to invest several
million dollars on its uranium properties in 2016-2017, and could now become one
of the more interesting uranium exploration plays, as it owns one of the few
exploration projects in Argentina, a country which imports 100% of its uranium
needs in spite of its geological potential to be in the top uranium reserves in the
world.

In this report, we will solely focus on the Amarillo Grande flagship project, as it's the
most advanced project in Blue Sky’s portfolio.




The uranium market

We won't go into great detail here as it's widely known the two main uranium
producers in the world (Kazatomprom and Cameco) have announced production
cuts to accelerate a supply and demand equilibrium ahead of the new long-term
uranium delivery contract negotiations which will start in 2018.
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The move of both companies immediately reduces the expected 2018 supply
surplus to zero and actually potentially creates a supply deficit based on the most
recent projections. If anything, this increases the pressure on the owners of the
nuclear power plants which will now be very eager to secure a sufficient amount of
uranium to keep the plants up and running. As a supply deficit seems to be around
the corner, the uranium producers are now in the driver’s seat during the contract
renegotiations and could evolve from being ‘price takers’ to price setters.

This doesn't mean we expect the uranium price to reach a triple digit price again but
it's clear the current long term contract price in the $30’s won't be around for much
longer as Big Uranium very likely prefers to shut down (more) mines rather than
selling uranium at these prices. Ideally, we would like to see the long-term contract

price increasing to $52-58 per pound as most producers would generate relatively
healthy margins at those prices, whilst the price remains low enough to avoid new
high-cost new production coming online.



Blue Sky’s flagship Amarillo Grande
project in Argentina

Blue Sky's flagship project is the Amarillo Grande project in Argentina’s Rio Negro
province, which consists of the Anit, Ivana and Santa Barbara zones for a total land

package of approximately 287,000 hectares.
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Rio Negro has been the subject of uranium exploration before, as approximately 50
years ago, a national commission for atomic energy initiated a first exploration
program in the province. Unfortunately, no historical data has been made public by
the Argentinean government, and the results of the exploration program in the Sixties
and Seventies remain unknown.



The properties remained dormant until 2006 and 2008 when Blue Sky Uranium
acquired a 100% interest in the Anit and Santa Barbara properties in two separate
steps.

Blue Sky Uranium started with a surface sampling program at Santa Barbara which
is part of a regional uranium-vanadium system. It was remarkable to see how even
surface grabs sampled in excess of 10,000 ppm uranium which is absolutely
stunning. This confirmed Blue Sky’s suspicions about a potentially sizeable uranium
exploration target right under the shallow overburden.

The next step undertaken by Blue Sky (as part of its original earn-in schedule to
acquire a 75% stake in the properties), an airborne survey was commissioned (the
three properties have been subject to almost 40,000 kilometers of airborne surveys).
This was a good approach to follow up on previously identified uranium anomalies
on the Anit and Santa Barabara zones. The airborne survey discovered 4 anomalies;
one at Anit, and three large ones at Santa Barbara of which the largest was up to 11
kilometers long and 1.5 kilometers wide. If you look at the next map, you don't even
have to be a geophysicist or geologist to see the ‘hot spots’ pop up on the map.
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pits (the maximum
depth of the pits was 2010 APG surveyed area with interpreted uranium anomalies
just 3.5 meters) an

excellent tool to determine the high-priority trench and drill targets. The uranium was
hosted in a carnotite setting, a uranium sandstone type deposit almost on surface,

called a surficial deposit.

Carnotite is a vanadium mineral typical in oxidations zones in arid areas. The
uranium — vanadium relationship was variable from 1 to 1 to 1 to 3, with over 1 to 10
relationship in some sectors at Anit.

These exploration results caught the attention of French uranium giant AREVA which
partnered up with Blue Sky Uranium. As part of a joint venture agreement which
required AREVA to spend USS6-7M on exploration, it could earn an initial 51%interest
in the property. Due to the adverse circumstances on the uranium market and its
deteriorating financial situation, AREVA dropped the project in 2014 (with Blue Sky
Uranium retaining a 100% interest in Amarillo Grande) after having spent

USS3M at the project. That's USS3M Blue Sky didn’t have to spent themselves, and
that’s a big deal for a small company like BSK!



Surface level

Fast forward to 2017, where Blue Sky Uranium completed another (shallow) drill
program at Amarillo Grande under the supervision of Guillermo Pensado, who was
hired in 2016. Keep in mind the Amarillo project is a so-called surficial deposit.
Unlike the underground uranium deposits you might be more familiar with,
sandstone type deposits are usually several kilometers long, relatively wide (1-1.5
kilometers) but usually aren’t thicker than just a few meters. And these sandstone
type deposits are the main source of uranium production worldwide.
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Surficial Deposits are located at or within a few metres of surface and low cost to explore and
mine

This offers several advantages as the capital expenditures to start mining in a few
years will be very low as Blue Sky Uranium would just have to fund the construction
of a processing plant. Virtually no pre-stripping activities will be required, and all
equipment could easily be sourced from (local) contractors.

Additionally, mining a horizontal layer of mineralization is also very straightforward
as you could simply use a continuous miner to ‘scrape the surface’, reducing the
operating expenses per tonne. And finally, it makes resource calculations very easy
as you just need to calculate the dimensions of the layer of uranium mineralization.
3 kilometers by 1 kilometer by 3 meters and a density of 1.6-1.7 would result in a
total size of 15 million tonnes. At an average grade of 500 ppm U308 (or 1.1 pound)
as an arbitrary number (don’t interpret this as an official guidance), this would result
in 16 million pounds of uranium on an in situ basis. And that’s just 3 kilometers of a
total strike length of 140 kilometers!

Blue Sky Uranium hasn’t completed a resource calculation just yet, but as it
continues to gain a better understanding of the project, we would expect the
company to be in a position to release a maiden resource estimate by the end of
2018. According to its official timeline, Blue Sky will initiate a resource calculation at
Ilvana before Anit whilst both zones will be the subject of additional metallurgical
test work as well.






Amarillo Grande Project — Anit Property

Vanadium as icing on the cake?

Let’s also not forget about the vanadium credit. The Amarillo Grande project hosts a
typical uranium-vanadium type of mineralization and as the vanadium price has
started to increase again, the vanadium which could be recovered from Amarillo
Grande could increase the value per tonne.

‘Could be’, indeed, as even though vanadium has been present ever since Blue Sky
started to explore Amarillo Grande, it hasn't really been taken into consideration. As
mentioned before, the vanadium content has been considered in general as 1 to 3
times the uranium content. With historically prices below USS5 per pound, those
grades didn"t represent something to get really excited about.

Today, we are still considering the potential vanadium credit as ‘icing on the cake’,
but are becoming more excited about the zones where higher vanadium levels
appear to be present.



After reviewing Blue Sky's November 2017 project update, it was encouraging to see
higher grade zones with grades of up to 3,411ppm V205 (or 0.34%) and a map
showing a delineated significant area of vanadium mineralization covering a much
larger area than the previously defined uranium mineralized zone.

Assuming the general uranium/vanadium ratio observed at this point (the ratio of 1-
3 times as much vanadium compared to Uranium we previously mentioned), the
vanadium could add more value than we anticipated.

Amarillo Grande Project — Ivana Property




Could Blue Sky Uranium benefit from
the project’s location?

Very few people realize approximately 10% of Argentina’s energy needs are being
fulfilled by three nuclear power plants, of which the most recent one (Atucha Il) only
reached 100% of its capacity in 2015. The total capacity of the three working plants
is just above 1,600 MW, which results in an expected annual uranium consumption
of just less than half a million pounds per year. Note, the 2017 uranium needs might
not take the future needs of the Embalse nuclear power plant in consideration. This
plant is now offline and will be restarted in 2018 after a thorough refurbishment to
keep it going for an additional 30 years.

But as Argentina’s economy continues to grow, the demand for electrical power
obviously also increases and ex-president Kirchner was definitely confirming
nuclear power plants will provide an important role, and Macri, the country’s current
president, appears to continue this policy.

In fact, the country will very likely break ground to build a new reactor at the Atucha
compound in 2018 in a joint venture with a Chinese company. This new reactor will
have a capacity of 700 MW, which would require approximately 180,000 pounds of
uranium per year.

Note that this estimate is based on the consumption of the current reactors, but
estimates vary as an official study of the European Commission estimates one

needs 12 cubic meters of uranium for a 1000 MW nuclear plant. This would equate
to half a million pounds per year, or 350,000 pounds for a 700 MW plant, so the real
number will probably be somewhere in between both estimates.



http://iet.jrc.ec.europa.eu/sites/default/files/documents/ie_energy_press_event/presentation_nuclear.pdf

Atucha | and Il at right; artist’s concept of Atucha Il at left. Right-most unit is Atucha I.
Courtesy Nucleoelectrica Argentina S.A.

On top of that, a new reactor also needs a certain quantity of uranium as ‘start-up’
load, and for a 700 MW reactor, this would be approximately 560,000 pounds of
uranium (again, we only have secondary sources for this number).

But our point is simple. Argentina will use in excess of half a million pounds of
uranium per year (with a larger T000MW reactor to be built from 2022 on) which
could push the total uranium need to in excess of 1 million pounds per year.

As mentioned before, Argentina has no domestic uranium production at all, and it
imports all of its uranium needs from Canada and Kazakhstan, which per definition
increases the supply risk as the country is fully depending on two foreign nations to
live up to their promises to keep 10% of the nation’s electrical consumption up and
running.

Whilst Blue Sky’s Amarillo Grande project is still in its infancy, the Argentinean
government has every reason to be interested to make this project work. It doesn't
need to see a huge open pit mine with a multi-million pound output, but anything
between 0.5 and 1 million pounds of uranium would be the sweet spot as 1 million
pounds per year would fulfill Argentina’s total uranium needs.

But there’s no reason why Blue Sky Uranium should consider a 1 million pound
production plan as its long-term target. Based on our recent discussions with
company representatives, we believe Blue Sky is ultimately planning to develop the
project into a 2.5-3 million pound per year producer.


http://www.converdyn.com/industry/fuelcycle.html

The majority of the cash is being
spent on the project

It's always very interesting to have a look at how companies are spending the cash
they raise. Some management teams like to see shareholders as personal ATM's
and only care about the monthly paychecks, but other companies, like Blue Sky
Uranium effectively spend the money on the ground.

As you can see on the next image, Blue Sky Uranium has expensed C$3.27M in the
first nine months of the year, which includes a C$45,000 share-based compensation
and $6,000 in other non-cash expenses. This results in a total cash expense of
approximately C$3.2M in the first nine months of the year, of which almost C$2.23M
was spent on exploration.

Three months ended Nine months ended
September 30, September 30.
2017 2016 2017 2016
Note $ S S $
Expenses
Accounting and audit - - 10.360 160
Corporate development and investor relations 79.496 38.982 561 231 42.815
Depreciation 3 893 - 2 68 .
Exploration 4 908.496 196.972 363.662
Foreign exchange (gain) loss (2.023) (28.403) 3.724 (15.676)
Management fees 6 37.500 27.600 113,100 27.600
Office and sundry 6 12,793 4114 51,515 6.614
Professional fees 6 20.192 33.445 84.741 62.863
Rent, parking and storage 6 3,075 - 9.226 -
Salaries and employee benefits 6 28.000 18.000 88.000 100,200
Share-based compensation (2.010) - 45315 -
Transfer agent and regulatory fees 10,035 20.654 39.284 31.238
Travel 3,108 - 32411 1,959
Loss from operating activities 1.099.555 311.364 I 326&466' 621.435
Finance expense - - - 19.200
Interest expense - 2,891 - 20.822
Interest mncome (408) (294) (4.370) (323)
Loss and comprehensive loss for the period 1,099.147 313.961 3.264.096 661.134

That's a great ratio and an example for its peers. For every dollar the company
raised, 69 cents was spent on the projects. That's a positive sign and it very likely
helped the company to close an oversubscribed placement in December, raising
CS$1.1M at C$0.19 per unit (with each unit consisting of one common share and a

full warrant with a strike price of C$0.30).
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Management & Directors

Before we provide you with a brief overview of Blue Sky’s management team,
perhaps we should explain why the addition of Guillermo Pensado to Blue Sky’s
staff was a major development for the company. Pensado was hired as a technical
consultant after having held several positions at other uranium exploration
companies. Since he was appointed at the helm of Blue Sky’s exploration division,
the Amarillo Grande project has quickly evolved from an exploration theory to a pre-
resource phase which should culminate in a maiden resource estimate on Anit and
lvana in 2018.

Nikolaos Cacos — President and CEO

Mr. Cacos has two decades of management expertise in the mineral exploration
industry. He holds extensive experience in administration and providing strategic
planning for public companies. Mr. Cacos serves as director and officer of several
publicly traded companies. He holds a Master of International Management degree
from Heidelberg, Germany, and a Bachelor of Science degree from the University of
British Columbia.

Joseph Grosso — Chairman Of The Board And Director

Mr. Grosso is the President and Founder of Grosso Group Management Ltd. and
President and CEO of Golden Arrow Resources Corporation. He became one of the
early pioneers of the mining sector in Argentina in 1993 when mining was opened to
foreign investment, and was named Argentina’s Mining Man of the Year in 2005. His
knowledge of Argentina was instrumental in attracting a premier team which led to
the acquisition of key properties in Golden Arrow’s portfolio. He has successfully
formed strategic alliances and negotiated with mining industry majors such as
Barrick, Teck, Newmont, Viceroy (now Yamana Gold) and Vale, and government
officials at all levels. Mr. Grosso'’s specialty is financing, negotiations, corporate and
marketing strategies. He is an early and passionate and committed adopter of best
practices in environmental protection and socio-economic development through
mineral exploration. Of Italian descent and fluent in Italian, English and Spanish,
Grosso has lived in Argentina and Peru where he acquired a very deep appreciation
for Latin culture and successfully developed a vast network of contacts which have
been very beneficial to the associated companies of the Grosso Group.



David A. Terry — Director

Dr. Terry is a professional economic geologist, senior executive and corporate
director with more than 25 years’ of international experience in the mineral

resources sector. He has played key roles in the successful acquisition, exploration
and development of a number of precious and base metal deposits, primarily in
North and South America, and has expertise in advanced project evaluation, M&A,
corporate finance, and design and execution of effective exploration programs.

In the course of his career Dr. Terry has held executive positions and directorships
with a number of publicly-listed and private mineral resource companies; he
currently serves as a director of Golden Arrow Resources Corporation, Great Bear
Resources Ltd., and as President and CEO of Comstock Metals Ltd. He has also
worked with a number of senior mining companies including Boliden Limited,
Westmin Resources Limited, Hemlo Gold Mines Inc., Cominco Limited and Gold
Fields Mining Corporation.

Guillermo Pensado — Technical Consultant

Guillermo Pensado has been involved in exploration, development and project
management in the mining industry for over 20 years, having held positions ranging
from Field Exploration Geologist to Vice President of Exploration for Canadian-based
uranium junior companies. Mr. Pensado holds a B.Sc. in Geology from the University
of La Plata, Argentina and an M.Sc. in Mineral Exploration from Queen’s University,
Canada and received his Certified Professional Geologist designation through the
American Institute of Professional Geologists. He has received several awards in his
career, including the David Money Medal Award from Queen’s University, and more
recently he was recognized for his professional career at the Argentina Mining
International Mining Conference 2016.




Conclusion

You shouldn’t expect the Amarillo Grande project to become a high grade uranium
resource (as those observed in Canada); but it could become a large and ‘easy’
sandstone-hosted deposit. The uranium ‘blanket’ is very close to surface and
depending on the final metallurgical test results, the flow sheet to recover the
uranium could be very simple, reducing the initial capex and ensuring decent
economic returns which could further be boosted by the contribution from the higher
grade vanadium zones.

Argentina’s uranium needs will very likely reach 1 million pounds per year within the
next five years as one suspended reactor will be brought back into production whilst
a new reactor is currently being built (with an additional 1000 MW reactor planned).

This paves the way for Blue Sky Uranium to develop its project alongside Argentina’s
nuclear plans, and the maiden resource estimates at Anit and Ivana in 2018 will be
an important milestone. We would be happy to see a resource of 10-15 million
pounds of uranium and go from there.




For enquiries, please post a comment on the article
online, contact us at caesarsreport.com/contact or
email us at info@caesarsreport.com

About Caesars Report

Caesars Report is an online mining portal specialized in (junior) mining companies. In the
coming years securing resources will be fundamental to sustaining growth so this will
remain a key area of investor interest. We provide coverage of companies that offer an
attractive risk/reward ratio. Our aim is to inform our readers and to give them an
incentive to do further research. We visit interesting companies ourselves and report
from the source.

We are also present on numerous events all over the world, ranging from the PDAC
International Convention in Toronto to smaller roadshows all over Europe. As we are not
a registered investment advisor, please always do your own research.
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