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➢ PFS Announced – Frontier Lithium released results of their PFS on 31 May.  

The project is a strong one.  The company’s PFS, summarized on May 31, 

demonstrates a net present value of USD$2.6 billion. 

 

➢ Smart Development – For those paying attention, much of the increase in 

battery-grade lithium supply has come from hard-rock mining, but that 

doesn’t imply this is easy.  Frontier begins by producing technical and 

chemical spodumene concentrates and brings a chemical plant into 

production while positive cashflow from concentrate sales is occurring, de-

risking the build. 

 

➢ The Future – Frontier has a strong project, but it’s important to consider 

when it is likely to commence production.  At this point, Frontier look likely 

to be producing product at a time when the global auto industry will be 

actively seeking more.  

 

➢ Still Great Value – The numbers from the Frontier PFS suggest a present 

value per share of CAD$4.00.  At current trading levels of roughly CAD$1.90, 

our recommendation remains POSITIVE.  Frontier is one of the very best 

advanced-development spodumene deposits in the world. 
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     A Great PFS, Pure and Simple 

Frontier Lithium owns the PAK Project in northern Ontario.  We’ve 
known that this series of deposits has been extremely promising for 
some time, but the latest resource statements put an exclamation 
point on our interest: 

Exhibit 1 – Latest Resource 

PAK Open-Pit 

 

PAK Underground 
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Spark Open-Pit 

 

Source:  NI-43-101 Report,  9 May 2023 

 

Exhibit 2 – Location of the Project 

 

Source:  NI 43-101 Report, 9 May 2023 

 

Normally, I can begin to quibble with a 43-101 or JORC as soon as I 
look at pricing of the commodities.  However, I can’t really argue a 
lot with the price deck used by Frontier Lithium, in this case. 

Exhibit 3 – Frontier PFS Price Assumptions 

Source:  Company Press Release, 31 May 2023 
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It could be argued that USD$22,000 per tonne lithium hydroxide and 
USD$20,500 per tonne lithium carbonate are slightly optimistic, 
long-term, but those prices are definitely within the bounds of 
reason.  And based on current data, technical-grade concentrate 
prices of USD$3,000 per tonne are justified, while we would regard 
chemical-grade concentrate prices of USD$1,350 a tonne as 
somewhat low.  Given that all these prices are in-line with values 
quoted in other reports by other lithium companies, the Frontier 
PFS allows for a reasonably direct comparison between companies. 

 

The Financial Model 

The capital cost of the initial technical-grade spodumene 
concentrator and associated mine (technical-grade spodumene 
being a low-iron product that is used, primarily, in the glass and 
ceramics industry and that carries a price premium compared to 
chemical-grade spodumene concentrate) is given in the 43-101 
summary as USD$467.85 million.   

 

<capital costs on next page> 
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Exhibit 4 – Capital Costs  

Source:  Company Press Release, 31 May 2023 

The cost of the chemical-grade concentrator and associated 
chemical plant, which will produce 12,520 tonnes per year of 
battery-grade lithium hydroxide monohydrate and 7,360 tonnes per 
year of battery-grade lithium carbonate, is estimated to be 
USD$576.36 million. 

Operating costs for the two portions of the plant are estimated to 
be USD$7,433 per tonne of chemical, LCE, and USD$539 per tonne 
of produced concentrate. 

Based on the above and a chart showing planned mining rates for 
the project, we have built a cash-flow model.  We assume that the 
project itself is financed solely with equity, which is the most 
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conservative assumption we can make.  The use of debt or other 
non-equity instruments will increase NPV by delaying repayment for 
capital expenditures. 

The standard discount rate for evaluating projects in 43-101 
documents seems to be 8%, the rationale for which is unclear.  Here, 
there is obviously overall market risk in the form of number of 
suppliers reaching the market with time, demand with time and the 
willingness of professional investors to back another lithium play.  
However, we balance at least some of this with a desire in Canadian 
and Ontario government to be seen to support Canadian companies 
in the EV transition, as well as the strength of the PAK project, itself.  
The fact that Ontario and Canada represent very stable geopolitical 
jurisdictions with strong rule-of-law regarding mining projects is also 
a de-risking factor.   

With respect to the project itself, earlier work has shown the ability 
to reliably produce a spodumene concentrate from ore, even a very 
high-grade technical product after the company realized that it was 
so-called “tramp” iron that was contaminating their technical grade 
product.  The company also has hired individuals with direct prior 
spodumene and lithium expertise.  And company management has 
solid experience in reliably operating large-scale mining projects.  In 
my opinion, this is one of the most technically de-risked projects at 
this stage of development in the lithium industry, today. 

So, from the above, the financial model incorporates an 11% 
discount rate.  On that basis, our financial model provides us with a 
net present value of USD$730 million.  Adjusting for cash-on-hand, 
current liabilities and cash that would be generated from in-the-
money exercise of options and warrants, the fully diluted value of 
Frontier at this point is USD$3.12 per share or, using the present 
conversion rate CAD$4.20.  We will set our target to CAD$4.00 per 
share for no reason other than it being a round number and the 
actual recent trading level of CAD$1.90 is well below our target.  
Our recommendation remains POSITIVE. 

It should also be noted that an 11% discount rate reflects our 
opinion of current technical and market (both industrial and 
financial) risks.  However, Frontier has a clear path to re-rating, over 
the next twelve months, by aligning with strategic financiers, 
securing tier-one off-take partners, advancing its permits and 
generally continuing commercial development.  At the stage that 
the project is ready for construction and financing is assembled, an 
appropriate discount rate would be roughly 8% and using such a 
rate, today, would lead to a NPV of USD1.3 billion and a fully-diluted 
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per-share value of almost CAD$7.00.  Clearly, there is substantial 
value yet to be unlocked in Frontier. 

 

Conclusions 

Frontier is perhaps the only hard-rock lithium project on Earth that 
combines high-grade, large tonnage, geopolitical stability, 
management knowledge and experience as well as stage of 
development, in this fashion.  For us, it makes Frontier perhaps the 
most attractive mining project in the space. 

For good or ill, societies around the world are pinning their climate 
change hopes on vehicle electrification as a cornerstone of carbon 
emission reduction efforts.  We know that simply electrifying light- 
and medium-duty vehicles will yield insufficient carbon emission 
reductions, but the transition is at least a useful step in the right 
direction.  Sodium batteries and other efforts will play their parts, 
but for a long-range battery-only electric vehicle there is, at present, 
no alternative to the energy density provided by using lithium 
batteries.  Lithium will be in significant and growing demand for 
years to come. 

So we maintain a POSITIVE recommendation on Frontier Lithium 
and a target price of CAD$4.00 per share on the stock.  The PAK 
deposit is one of the very best and the company is doing the right 
things literally as fast as they can be done.  

  



 
 

 

STORMCROW.CA | PAGE 8 

 
Important Disclosures 

Stormcrow Capital Ltd. (“Stormcrow”) is a financial and technical/scientific consulting firm that provides its clients with some or all of the 
following services: (i) an assessment of the client’s industry, business plans and operations, market positioning,  economic situation and 
prospects; (ii) certain technical and scientific commentary, analysis and advice that is within the expertise of Stormcrow’s staff; (iii) advice 
regarding optimization strategies for the client’s business and capital structure; and (iv) opinions regarding the future expected value of the 
client’s equity securities so as to allow the client to then make capital market, capital budgeting and capital structure plans.  Stormcrow 
does publish research reports for general and regular circulation.  Stormcrow is also registered in Canada with the Ontario Securities 
Commission in the category of Exempt Market Dealer.  With the consent of Stormcrow’s client, the client and/or its industry sector may be 
the subject of an investment or financial research report, newsletter, bulletin or other publication by Stormcrow where such publication is 
made publicly available at www.stormcrow.ca or elsewhere or is otherwise distributed by Stormcrow.  Any such publication is limited to 
generic, non-tailored advice or opinions and should not be construed as investment advice that is suitable for the reader or recipient.  
Stormcrow does not offer personalized or tailored investment advice to anyone and its research reports should not be relied upon in making 
any investment decisions.  Rather, investors should speak with their personal financial advisor(s).   

Stormcrow intends to provide regular market updates on the affairs of the Company (at Stormcrow’s discretion) and make these updates 
publicly available at www.stormcrow.ca.  Readers who wish to receive notice when such updates become available, should browse to 
www.stormcrow.ca/research and click the “Subscribe to Research Distributions” link. 

All information used in the publication of this report has been compiled from publicly available sources that Stormcrow believes to be 
reliable.  Stormcrow does not guarantee the accuracy or completeness of the information found in this report and Stormcrow may not have 
undertaken any independent investigation to confirm or verify such information.  Opinions contained in this report represent the true opinion 
of Stormcrow and the author(s) at the time of publication.  

Any securities described in this research report may not be eligible for sale in all jurisdictions or to certain categories of investors.  This 
report and the content herein should not be construed by anyone as a solicitation to effect, or attempt to effect, any transaction in a security.  
This document was prepared and was made available for information purposes only and should not be construed as an offer or solicitation 
for investment in any securities mentioned herein.  The securities referred to herein should be considered speculative in nature and should 
be considered to involve a high amount of financial risk where investors may lose all of their investment. 

Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, 
estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other factors which may 
cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.  No 
representation is being made that any investment or security will or is likely to achieve the return or performance estimated herein.  There 
can be sharp differences between expected performance results and the actual results. 

Dissemination of Research 

This research report is private and will not be made available to the public. 

Investment Rating Criteria 

We do not provide an investment rating, beyond indicating whether the target price exceeds current trading ranges by a reasonable range, 
indicated as “Positive”, or whether the target price is either below or roughly equivalent to the current trading range, indicated as “Negative”.  
Each investor has an individual target return in mind, we leave it to the individual investor to determine how our target and the current price 
fit in their portfolio. 

http://www.stormcrow.ca/
http://www.stormcrow.ca/research

