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 Industry Report - Changes 

Uranium: Sector Update 

Recommendation 

Given some meaningful changes in the uranium industry over the past few months, we are 
providing an updated review of the uranium sector. We are also resuming coverage of Denison 
Mines (DML-TSX, DNN-NYSE), rated Market Perform, and Uranium Participation Corporation (U-
TSX) rated Outperform. Our preferred equites for exposure to the sector include Cameco (CCO-
TSX, CCJ-NYSE), NexGen (NXE-TSX, NXE-NYSE) and Uranium Participation Corporation all rated 
Outperform. 

Analysis 

 While we continue to acknowledge there are meaningful inventories of uranium in 
the world, given recent production cuts, potential new sources of demand from 
funds and producer buying and the lack of uranium production in consuming regions 
combined with unknown political policies, the availability/reliability of uranium 
supply is becoming more uncertain and could lead to price increases. Consequently, 
we believe the uranium price could rise from depressed levels, especially over the 
next few years as uncovered demand becomes more of a concern, and trend 
upwards to our incentive price of US$50/lb.  

 Given the high-risk nature of the mining industry, to gain exposure to the uranium 
sector we believe investors should have a portfolio of equities. Our preferred 
equities include: Cameco for investors who want exposure to producing assets; and 
NexGen as our preferred development company. As an alternative, Uranium 
Participation Corporation, as a physical uranium fund, may be appropriate for some 
investors given it has minimal political and operating risk. 

 

Company Ticker(s) Current Target Price Div. Total Suitability Rating 
 Primary Secondary Price Old New Yield Return Old New Old New 

Mining | Uranium 
Cameco Corporation CCO-TSX CCJ-NYSE C$13.54 C$16.00 C$16.00 1% 18% H/GRW H/GRW OP2 OP2 
Denison Mines Corp. DML-TSX DNN-NYSE 

MKT 
C$0.63 UR C$0.90 0% 43% H/SPEC H/SPEC UR MP3 

NexGen Energy Ltd. NXE-TSX NXE-NYSE 
MKT 

C$2.54 C$5.00 C$5.00 0% 97% H/GRW H/SPEC OP2 OP2 

Uranium Participation Corporation U-TSX  C$4.54 UR C$5.25 0% 16% H/GRW H/GRW UR OP2 
            
Note: Target prices are for a 6-12 month period; M/INC - Medium Risk/Income, M/GRW - Medium Risk/Growth, H/GRW - High Risk/Growth, H/INC - High Risk/Income, 
H/SPEC - High Risk/Speculation; SB1 - Strong Buy, OP2 - Outperform, MP3 - Market Perform, UP4 - Underperform, UR - Under Review, R - Restricted. 
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 Executive Summary 

Overview 

The uranium market is different than many other commodity markets. Like any commodity, it is 
impacted by supply/demand fundamentals as well as funds flows, but given the size of the 
market, concentration of uranium supply, and the political nature of uranium, large unexpected 
price moves can occur. We acknowledge that there is still a large inventory overhang built up after 
the Fukushima accident and sentiment remains negative in some countries given comments about 
reducing their nuclear fleets and the growth of renewables and natural gas. On the other hand, 
given recent production cuts, potential new sources of demand from funds and producer buying 
and the lack of uranium production in consuming regions combined with unknown political 
policies, the availability/reliability of uranium supply is becoming more uncertain and could lead 
to price increases. Consequently, we believe the uranium price could rise from depressed levels, 
especially over the next few years as uncovered demand becomes more of a concern, and trend 
upwards to our incentive price of US$50/lb. Our preferred equities include: 1) Cameco – given its 
large reserve/resources base, growth potential, trading liquidity and low jurisdictional risk – 
although, we note there is an ongoing dispute with the CRA about Cameco’s transfer pricing 
policies which if the company loses, could have a meaningful financial impact on the company; 
and, 2) NexGen, given that it is well financed in the near term and its world class Arrow discovery 
is in a low jurisdictional risk region; although, we acknowledge Arrow will not likely be in 
production for many years. We also include Uranium Participation Corp. given it is a physical 
uranium fund and therefore provides investors with leverage to the uranium price with low 
operating and jurisdictional risk. Exhibit 1 shows the leverage to the uranium price for our 
coverage universe. Among the non-fund companies, Denison has the highest NAV leverage to the 
uranium price reflecting its higher-cost development project, while Cameco’s leverage is muted by 
its portfolio of contracts. 

Exhibit 1: NAVPS Sensitivity to Uranium Price 

 
Source: Raymond James Ltd. 

Valuation 

We value uranium companies using a weighting of a multiple to our 8% NAV and a multiple to our 
EV/NTM EBITDA. Our base multiples for uranium companies range from 1.00x-1.25x for P/NAV 
and 13.5x for EV/NTM EBITDA, based on historical ranges adjusted to reflect factors such as 
growth, financial risk, jurisdictional risk, trading liquidity, and reserve life, as we believe 
companies with significant reserve life can withstand the cyclical nature of the industry. In 
addition, we maintain that weightings can be flexible as at certain points in the cycle, the market 
turns more focus towards near-term valuation metrics. Development plays, by their nature, may 
not have near-term metrics and so NAV is more appropriate. In fact, for development plays, we 
believe financed NAVs are more important as attractive project IRRs may not actually be 
representative of equity value once financing is completed. A summary of our target prices is 
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given in Exhibit 2 followed by a brief synopsis of each company’s characteristics. More details are 
provided in the company sections beginning on page 7. 

Exhibit 2: RJL Valuation Methodology and Target Price Generation 

 
Source: Raymond James Ltd., Capital IQ 
 

Equity Summary 

Cameco Corp. | Outperform | Target: C$16.00 – We believe Cameco offers lower-risk exposure to 
the depressed uranium market (which we expect will improve over the next few years) given its 
long life, low jurisdictional risk, low cost assets and long-term contract portfolio that provides 
some downside protection in periods of depressed spot uranium prices while maintaining 
optionality to higher uranium prices. Additional optionality exists given Cameco has additional 
production that can be brought on quickly in a rising market. We note that there is an ongoing 
dispute with the CRA about Cameco’s transfer pricing policies which, if the company loses, could 
have a meaningful financial impact on the company. Our target is based on a 50/50 weighting of: 
i) 1.25x P/NAV multiple to our NAVPS (with net corporate adjustments included at 1.0x); and ii) 
13.5x EV/EBITDA multiple to our adjusted NTM EBITDA estimate, which implies a target price of 
C$16.00. 

Denison Mines Corp. | Market Perform | Target: C$0.90 – Denison Mines holds a controlling 
interest in the undeveloped Wheeler River project, including the Phoenix deposit—one of the 
highest-grade deposits in the world. The company also has a diversified revenue stream, with 
revenue from tolling, Denison Environmental Services and UPC fees, which provide cash flow 
while exploration and development activity at Wheeler progresses. Denison also holds a large 
portfolio of exploration assets within Canada. Our target is based on a 1.0x multiple to our 
financed operating NAVPS estimate (with net corporate adjustments included at 1.0x), which 
implies a target price of C$0.90. 

NexGen Energy Ltd. | Outperform | Target: C$5.00 – NexGen offers exposure to one of the 
world’s largest undeveloped uranium deposits located in Saskatchewan (Arrow). A PEA released in 
July 2017 indicated annual production of about 18.5 mln lbs of U3O8 with low costs and a 
NPV(8%) of C$3.5 bln. Following financings with CEF Holdings, NexGen is well financed in the near 
term with ~C$143 mln in cash. Given the high quality of the Arrow deposit and current valuation, 
we rate the shares Outperform. Our target is based on a 1.0x multiple to our financed operating 
NAVPS estimate (with net corporate adjustments included at 1.0x), which implies a target price of 
C$5.00. 

Uranium Participation Corp. | Outperform | Target: C$5.25 – Uranium Participation Corp. (UPC) 
is a physical uranium fund that strategically invests in U3O8 and UF6 to achieve value 
appreciation. Our target is based on a 1.0x multiple to our NAVPS estimate (with net corporate 
adjustments included at 1.0x), which implies a target price of C$5.25. 
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Cameco Corporation C$13.54 C$13.20 (C$2.52) 1.25x C$13.98 C$596 13.5x C$17.47 50% 50% C$16.00 18% OP2 -6% -8% 10%

Denison Mines Corp. C$0.63 US$0.48 US$0.19 1.00x C$0.88 nm nm nm 100% 0% C$0.90 43% MP3 -5% 3% 9%

NexGen Energy Ltd. C$2.54 C$4.28 C$0.94 1.00x C$5.21 nm nm nm 100% 0% C$5.00 97% OP2 1% 5% -9%

Uranium Participation Corp. C$4.54 C$5.20 (C$0.02) 1.00x C$5.18 nm nm nm 100% 0% C$5.25 16% OP2 7% 15% 25%

Average 1.06x 13.5x 43% -1% 4% 9%

NAV Valuation EV/EBITDA Valuation Weighting Target and Ratings Returns

Company
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Uranium Market Outlook 

Market Outlook: Our uranium supply/demand model is presented in Exhibit 3. The uranium 
market is different than many other commodity markets. Like any commodity it is impacted by 
supply/demand fundamentals as well as funds flows, but given the size of the market, 
concentration of uranium supply, and the political nature of uranium, large unexpected price 
moves can occur. We acknowledge that there is still a large inventory overhang built up after the 
Fukushima accident and sentiment remains negative in some countries given comments from a 
number of governments (e.g., Germany) about reducing their nuclear fleets and the growth of 
renewables and natural gas. On the other hand, uncovered demand post 2022 continues to grow 
with over 40% of reactor demand uncovered. Buyers generally anticipate these shortfalls and 
begin contracting well in advance, but given many utilities believe there are sufficient inventories 
to cover this demand, consumers remain cautious about purchasing at the moment. However, the 
availability of these inventories in the future is not a given as the owners may not be willing sellers 
if the price begins to increase and/or political constraints discussed below make some supplies 
unavailable. Furthermore, given the concentration of production in a few regions (Kazakhstan and 
Russia now represent over 50% of global primary production) any supply disruptions could lead to 
meaningful price moves as security of supply concerns return. Large production cuts by Cameco 
and the subsequent uranium price increase have emphasized this point again. Currently, there are 
two other factors that that highlight this concentration issue. First, US producers have submitted a 
Petition to the US Department of Commerce (DOC) for Relief Under Section 232 of the Trade 
Expansion Act of 1962 (as amended) from imports of uranium products that threaten National 
Security. Effectively, the petition is designed to require certain levels of US uranium production. 
Currently state-owned and state-subsidized enterprises in Russia, Kazakhstan, and Uzbekistan 
fulfill nearly 40% of US demand (and could grow with the end of the Russian suspension 
agreement), while domestic production fulfills less than 5%. The US producers have proposed that 
closer to 25% of US demand should come from US producers. If successful given US production is 
much higher cost, it is likely uranium prices rise. Second, Russia has contemplated a ban on trade 
of nuclear fuel products with US utilities. If this occurs, US utilities could be cut off from one of 
their major supply sources. Two other factors could also impact uranium prices. First, as a result of 
shutting McArthur River production, Cameco has indicated they will have to purchase uranium 
(we estimate 11-15 mln lbs through 2019) in the market to meet its contractual obligations. 
Second, Yellow Cake (an investment fund) successfully raised about $200 mln and has purchased 
about 8 mln lbs of uranium from Kazatomprom (with an option to purchase another $100 mln) 
effectively removing pounds from the market until higher prices. In conclusion, while we believe 
there are still some uncertainties in the market, we expect uranium prices to appreciate over the 
next few years as reliability of supply and/or uncovered demand becomes more of a concern, and 
trend upwards to our incentive price of US$50/lb.  

Exhibit 3: RJL Uranium Supply/Demand Forecast 

 
Source: Ux Consulting, Raymond James Ltd. 

Key Themes  

Consumption/Demand: Given the majority of uranium (U3O8) is used for electricity generation, 
consumption is a function of how many reactors are operating and their output at any given time 
as the uranium required is an empirical function. One exception, however, is when a new reactor 
enters production there is additional consumption required as “the first core” needs more 
uranium to start the process. Uranium consumption can also depend on enrichment services as 
there is some potential for indirect substitution between U3O8 and enrichment (SWU) although in 
supply/demand forecasts this substitution is often recognized as an additional supply component 
rather than lower consumption. Demand, on the other hand, will depend not only on 

2015A 2016A 2017A 2018E 2019E 2020E 2021E

Supply

Primary Supply 158.1 163.7 157.0 139.1 137.4 160.7 170.9

Secondary Supply 41.9 35.9 34.9 33.9 33.9 31.7 27.4

Total supply 200.0 199.7 191.9 173.1 171.3 192.4 198.3

Demand

Total Demand 161.6 167.8 172.6 175.9 179.6 184.6 192.3

Balance 38.4 31.9 19.3 -2.8 -8.3 7.8 6.0

U3O8 Spot Price  US$/lb 36.86$  26.42$  22.19$  24.59$  33.00$  38.00$  50.00$  
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consumption, but also on the inventory practices of utilities as many utilities keep an inventory of 
uranium as security of supply is critical to the operation of reactors. Utilities may also potentially 
have a strategic supply of uranium which is partly dependent on their view of future uranium 
prices. If uranium is plentiful and they perceive prices will fall, then they are more likely to keep a 
small strategic inventory. However, as in the past, if there is an unexpected supply shock (e.g., 
operating issues at a major mine or political changes) utilities get concerned about supply and not 
only want to buy uranium to ensure they can operate their reactors, but they may want to build 
up their strategic inventory given security of supply concerns. At the same time, holders of excess 
inventory may become less willing to sell if they also become concerned about security of supply 
so there is less supply available. This psychological process adds to the volatility of uranium 
demand/supply. 

Weak demand for uranium has been persistent since the March 2011 Fukushima nuclear disaster, 
which resulted in the shutdown of all reactors in Japan, one of the global leaders in nuclear power 
generation. Prior to the March 2011 Fukushima accident, nuclear power accounted for nearly 30% 
of all power generation in Japan. At that time, Japan consumed about 20 mln lbs of U3O8 annually 
and given Japan has only restarted 9 of the 43 operable reactors, demand decreased substantially. 
In addition, Japanese enrichment (SWU) demand decreased while global SWU capacity has 
increased. The oversupply of SWU has led to underfeeding whereby enrichers have created a 
substantial source of secondary uranium supply that can be sold into the market, indirectly 
decreasing U3O8 demand further.  

Another impact from Fukushima was some countries, including even nuclear leaders like France, 
have passed bills to reduce their reliance on nuclear power. Germany has indicated it wants to 
reduce nuclear power generation. Even if the reactor closures don’t occur as announced, these 
policy statements dampen sentiment toward the industry. The growth of shale gas and 
renewables has also had a negative bias on the construction of new reactors. 

On the positive side, consumption continues to grow at a rapid pace in other regions with new 
reactors being built in China, Russia, India, Europe, the UAE, and Saudi Arabia. Currently there are 
57 new reactors under construction worldwide. One of the biggest unknowns on the consumption 
side continues to be the restart of reactors in Japan. While there are 12 reactors that have 
approval to restart, only 9 have restarted so far. Overall, we expect global consumption to 
increase from about 172 mln lbs in 2017 to about 190 mln lbs in 2021. 

Supply: Primary production comes from mining uranium and given the long lead times to permit 
uranium mines and the technical challenges of mining uranium, the market generally has lots of 
warning about new production. Uranium is not a scarce commodity at a price. For most 
production to be economic, a price of at least US$50 plus (depends somewhat on currency 
exchange rates given uranium is priced in US dollars) is needed. However, because of the security 
of supply issues, some mines have historically operated even when they are not economic for 
political reasons. These unique factors have led to a concentrated industry where the top 
producing countries control over 85% of the primary world production. More importantly, the 
source of uranium supply has changed dramatically over the last decade creating a situation 
where security of supply issues could quickly return if supplies to the west from Russia and 
Kazakhstan were cut off. In fact, the United States (which consumes about 45 mln pounds 
annually) is reliant for about 35%-40 % of their supply from Kazakhstan, Uzbekistan, and Russia.  

Ongoing depressed prices (i.e., below the reinvestment price) combined with long-term contracts 
rolling off have caused primary producers to cut production. In 2017, Cameco announced it would 
suspend operation at McArthur River for 10 months removing about 15 mln lbs from the market 
in 2018 and then in July 2018 extended the suspension for indeterminate duration effectively 
removing 18 mln lbs. annually. Kazatomprom also announced they would reduce 2018 production 
by 4 mln lbs. Areva announced it would cut production at its Niger mines and Paladin has put 
Langer Heinrich on care and maintenance. Previously, Cameco has placed its Rabbit Lake and US 
ISL operations on care and maintenance (about 6 mln lbs). Rio Tinto has announced that their 
Ranger mine will close in 2021 removing about 4 mln lbs. On the other hand, we note the Chinese 
continue to ramp up the Husab mine in Namibia which is scheduled to ultimately reach 15 mln lbs.  

The bigger challenge in the uranium market is predicting secondary supply which can consist of 
underfeeding or lower tails assays (trade off with enrichment discussed above), government 
inventories, reprocessing, and historically uranium from decommissioned Russian nuclear 
warheads. In addition, depending on the U3O8 price, utilities with excess inventories may elect to 
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sell some uranium directly or indirectly to the market. These sources are large (have represented 
over 25% of the market) and their availability is harder to predict.  

Inventory Overhang: Historically, the Japanese have carried significant strategic inventory and for 
a period after Fukushima they continued to take contracted deliveries so their strategic stockpiles 
continued to grow and this added to the perceived oversupply of uranium. TEPCO’s 
announcement in early 2017 to not take contracted deliveries from Cameco reinforced this 
concern. The industry estimates ~140 mln lbs of U3O8e is currently held in inventory by Japanese 
utilities which represents ~14 years of uranium requirements assuming half the reactors are 
restarted.   Assuming the Japanese kept their historical four years of supply there would still be 
meaningful excess inventories that are available to the market. 

In fact, global inventories have also grown and we currently estimate global utility inventories at 
about 750 mln lbs or over four years of primary supply. In addition, there are significant 
inventories at governments (US and Russia) and suppliers/traders. Uranium “inventory” is held in 
a variety of forms, including U3O8, UF6, Enriched Uranium Product and SWU and may not all be 
“available” to the market. As in the past, unpredictable events can change the perception of this 
availability quickly.  

Long-term Contracting Needs to Increase: The large inventory overhang, negative demand 
sentiment and slow restarts in Japan have led utilities to become very price sensitive and there 
has been the significant reduction in contracting and, most importantly, in long-term contracting 
as shown in Exhibit 4. In the past, we saw a peak in long-term contracting volume during 2007 
with approximately 242 mln lbs of uranium contracted (or an average contract size of ~6.5 mln 
lbs). Since the peak, we note significant declines in long-term contracting both in terms of total 
volume and in average contract size as we believe utilities are now less concerned with supply 
security given the significant estimates of uranium inventory globally, meaning that the cost 
advantage of making spot purchases now outweighs the cost of security supply and storage. We 
expect uranium prices will likely increase when long-term contracting picks up significantly. 

Exhibit 4: UxC Spot and LT Contract Volumes  

 
Source: Cameco Corp., Ux Estimates 

U3O8 Price Forecast: While we continue to acknowledge there a meaningful inventories of 
uranium in the world, given recent production cuts, potential new sources of demand from funds 
and producer buying and the lack of uranium production in consuming regions combined with 
uncertain political policies, the reliability of uranium supply is becoming more uncertain and could 
lead to price increases. Furthermore we note that Kazatomprom (the world’s largest uranium 
producer) continues to consider an IPO, and if pursued, it is possible they cut production. Finally, 
we note that even barring any unexpected surprises we believe buyers may become more 
concerned later in the decade about availability of uranium and anticipate the supply gap we see 
in the 2022-2023 time period. Consequently, we believe the uranium price could rise from 
depressed levels and appreciate over the next few years as uncovered demand and/or reliability 
of supply becomes more of a concern, and trend upwards to our incentive price of US$50/lb.  
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Cameco Corporation – CCO-TSX – Outperform Rating – C$16.00 Target – Brian MacArthur 

We rate Cameco Outperform with a C$16.00/share target price, implying an 18% return. We 
believe Cameco provides investors with lower-risk exposure to the uranium market given its 
diversification of low-cost mines with lower jurisdictional risk. These mines are supported by a 
portfolio of long-term contracts that provide some downside protection in periods of depressed 
spot uranium prices while maintaining optionality to higher uranium prices. In addition, the 
company has multiple operations curtailed that can be brought back with minimal capital should 
uranium prices increase. We note that the ongoing CRA dispute (discussed below) could have a 
material impact on Cameco’s financial position. While we acknowledge the CRA is a risk, given 
Cameco’s high-quality operating assets with low jurisdictional risk and their contract portfolio, 
which mitigates the impact of depressed uranium prices, we rate the shares Outperform. 

Our target is based on a 50/50 weighting of: i) 1.25x P/NAV multiple to our NAVPS of C$10.68 and 
ii) 13.5x EV/EBITDA multiple to our adjusted (including Inkai) NTM EBITDA estimate of C$597 mln 
which implies a target price of C$16.00. 

Investment Highlights 

 World-class Assets in Low-Risk Jurisdictions: Cameco holds controlling interest in some of 
the world’s highest-grade known uranium deposits in Saskatchewan, which has low 
jurisdictional risk. We estimate that over 80% of our NAV valuation is from North American 
operations.  

 Low-cost Producer with Longer-term Growth: Cameco is world second-largest uranium 
producer (behind Kazatomprom, its JV partner at the Inkai operation in Kazakhstan).  We 
expect production from its three low-cost operations (McArthur River, Cigar Lake, and Inkai) 
could grow from 12 mln lbs in 2018/2019 (reflecting the suspension at McArthur River) to 28 
mln lbs post 2023 if McArthur River and Inkai are expanded. We estimate a weighted average 
mine-site cash cost of below US$15/lb.  

 Other Operations Provide Optionality: Rabbit Lake can be restarted to gain leverage to any 
increase in the uranium price while Cameco’s US ISL operations (currently curtailed) could 
also add additional production of over 2 mln lbs and could be important if Section 232 is 
implemented.  

 Contract Portfolio Provides Price Protection: Cameco maintains a portfolio of mid- and long- 
term contracts which include a mix of fixed price and market-related contracts which they 
target a ratio of 40:60 over time. This portfolio reduces the volatility of the company’s 
average realized price and currently is providing protection against depressed uranium prices 
as some contracts were signed when prices were much higher. 

 Vertically Integrated/Diverse Revenue Streams: Cameco’s 100% interest in the Port Hope 
conversion plant and Blind River refinery gives Cameco a marketing advantage as it allows 
Cameco to offer customers two parts of the fuel cycle. Cameco is also one of the world’s 
leading traders of uranium. 

 Dividend Yield: Cameco pays an annual dividend of C$0.08/share while the uranium cycle 
plays out.  

Key Risks 

 CRA Tax Review Risk: Cameco continues to face risk from the ongoing CRA review of the 
company’s transfer pricing structure and related income tax exposure. The CRA initiated its 
investigation in 2008 and has since issued reassessment notices for the tax years 2003 
through 2012 which would result in related tax expense of C$1.2 bln. The CRA has also issued 
a reassessment of transfer pricing penalties for 2007-2011 of C$371 mln. Further assessment 
of additional years is likely. The trial for the tax years 2003, 2005, and 2006 was completed in 
September 2017 with a possible decision expected within nine months. We currently 
attribute a liability of about C$1 bln for the CRA risk in our NAV calculation. 

Potential Catalysts 

 TEPCO Dispute: On January 31, 2017, TEPCO, alleging force majeure, confirmed that it would 
not withdraw a contract termination notice it provided to Cameco with respect to a uranium 
supply agreement, which affects approximately 9.3 mln pounds of uranium deliveries 
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through 2028, worth approximately C$1.3 bln in revenue to Cameco, including about C$126 
mln in 2017. Cameco sees no basis for terminating the agreement and is contesting it. All of 
our forecasts exclude this contract, so any compensation would be a positive for our Cameco 
forecasts. We note the arbitration hearing has been set for 2019. 
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Exhibit 5: Cameco Corp. Financial and Operating Summary 

 
Source: Cameco Corp., Capital IQ, Raymond James Ltd.  

RAYMOND JAMES LTD. RESEARCH

Rating: OP2 (CCO-TSX, CCJ-NYSE) Analyst: Brian MacArthur  416-777-4914 brian.macarthur@raymondjames.ca

Target Price: C$16.00 NAVPS C$10.68 Associate: Chris Law  416-777-7144 chris.law@raymondjames.ca

Projected Return: 18% YR-END: Dec. 31 Management

Investment Thesis Tim Gitzel, President & CEO

Reporting Currency: C$ 15-Aug-18

Market Statistics 

Share Price C$13.54 Shares Basic (mln) 395.8

52 Week High/Low C$15.95-9.90 Shares Fully Diluted (mln) 404.3

Market Cap. (mln) C$5,359 Free Float % 100%

Enterprise Value (mln) C$6,350 4-Wk. Avg. Daily Vol. ('000) 3,313

Key Attributes: Fiscal YE Dec. 31 TTM Div Yield (%) 0.6%

Financial Metrics 2017A 2018E 2019E 2020E

Income statement

Revenue ($mln) 2,157 1,996 1,452 1,569 

EBITDA ($mln) 561 382 379 584 

- Pays a dividend of C$0.08/share annually. EBIT ($mln) 231 106 160 339 

Key Concerns: Net earnings ($mln) (258) 104 66 232 

- Low take-out potential due to Canadian legislation. EPS (C$) (0.65) 0.26 0.17 0.59 

Cash flow statement

Operating Cash Flow ($mln) 596 958 333 476 

Reserves & Resources Ore U3O8 Contained Interest CCO Share CFPS (C$) (oper., pre-W/C adj) 1.29 1.20 0.78 1.20 

(kt) (%) (mln lbs) (%) (mln lbs) Investing Cash Flow ($mln) (93) (394) (125) (188)

Total Reserves 383,371              0.10% 827 55% 458 Financing Cash Flow ($mln) (228) (129) (632) (92)

Total M&I (ex. of 2P) 141,029              0.19% 594 74% 441 FCF ($mln) 503 897 208 288 

Total Inferred 133,479              0.10% 308 62% 192 FCF per share 1.27 2.27 0.53 0.73 

Total 657,879              0.12% 1729 1091 Balance sheet

Cash ($mln) 592 1,031 608 803 

Assumptions 2017A 2018E 2019E 2020E ST Investments ($mln) 36 352 352 352

RJL Uranium Forecast US$/lb $22.19 $24.59 $33.00 $38.00 Working capital ($mln) 1,725 1,845 1,397 1,592 

Realized Price (US$/lb) $36.13 $39.99 $38.16 $38.50 Total Debt ($mln) 1,494 1,495 997 997 

Common Equity ($mln) 4,859 4,964 4,998 5,199 

Operating Summary 2017A 2018E 2019E 2020E

U3O8 Production (mln lbs) 23.8 12.0 11.9 25.2 Valuation Metrics 2017A 2018E 2019E 2020E

C1 Cash cost (US$/lb) $11.58 $14.90 $13.48 $13.86 EBITDA margin (%) 26.0% 19.1% 26.1% 37.2%

EV/EBITDA (x) 11.3x 14.7x 14.8x 9.6x

P/CF (x) 10.5x 11.3x 17.4x 11.3x

FCF Yield 9.4% 16.7% 3.9% 5.4%

P/E (x) nm nm nm 23.1x

Current ratio (x) 5.2x 6.2x 4.9x 5.5x

Price/book (x) 1.1x 1.1x 1.1x 1.0x

Debt/(Debt + Equity) (%) 17.9% 17.9% 12.7% 12.7%

ROE (%) -5.1% 2.1% 1.3% 4.5%

ROIC (%) 3.5% 2.3% 1.8% 4.0%

Valuation (@8% discount rate) C$ mln C$/share

McArthur River 2,540 6.28 48%

Cigar Lake 1,541 3.81 29%

Rabbit Lake (25) (0.06) 0%

INKAI JV 748 1.85 14%

Uranium Purchase Program 94 0.23 2%

Fuel Services 446 1.10 8%

Marketing 0 0.00 0%

Other (8) (0.02) 0%

Minesite NAV 5,336 13.20 100%

Cash and cash equivalents 504 1.25 

Working Capital ex cash 1,170 2.89 

Debt obligations (1,495) (3.70)

Other (135) (0.33)

Corporate G&A & CRA Risk (1,061) (2.63)

Net Asset Value (8%) 4,319 10.68 

Valuation Weight Target

Price / NAVPS* 50% 1.3x

EV / NTM EBITDA 50% 13.5x

Valuation C$ 15.72

Target Price C$: C$ 16.00

* Target multiple is applied to the mining assets, with net cash included at par

- Integrated through Port Hope UF6 Conversion facility - 1 of 4 in the western world. 

- On-going dispute with CRA. We assume an impact of about C$2.60/sh.

- Contract porftfolio provides price protection and optionality. 

Cameco Corporation

Relative Performance (CCO vs U3O8)

Production Profile

Operating NAV Breakdown by Geography and Metal

% of minesite NAV

- Optionality to higher prices given it can restart its Rabbit Lake and US ISL operations.

Grant Isaac, CFO & SVP

NAV Sensitivity to Commodity Price Assumptions

Cameco provides exposure to the uranium market though a porfolio of low cost mines with low jurisdictional 

risk. These assets are supported by a portfolio of mid and long term contracts that provide protection in a 

depressed market but also optionality to rising prices. Cameco is also vertically integrated with Fuel Services 

and pays an annual dividend of C$0.08/share. A key risk however is the uncertainty regarding the CRA 

dispute that could have material financial implications.

- World class assets in low risk jurisdictions with over 80% of NAV in North America.

- Low cost growth options through McArthur River and Inkai.
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Company Overview 

Cameco was incorporated in June 1987 and was formed from the merger of the Saskatchewan 
Mining Development Corporation (uranium mining and milling operations) and Eldorado Nuclear 
Limited (uranium mining, refining, and conversion). Today, Cameco operates two business 
segments: (1) Uranium, where Cameco is one of the largest producers of uranium concentrates 
from assets in Saskatchewan the US and Kazakhstan; (2) Fuel Services, where Cameco is one of 
the largest refiners and converters of concentrates and a manufacturer of fuel bundles for the 
Candu reactors. It is also one of the leading traders of uranium and uranium-related products. 
Thus, Cameco is involved in all stages of the nuclear fuel cycle except enrichment and generation, 
although it does have a 24% interest in GLE, which has been testing a third-generation technology 
that, if successful, will use lasers to commercially enrich uranium. Cameco also has a balanced 
portfolio of mid-term and long-term contracts designed to optimize realized price and provide a 
solid base of cash flow. The portfolio is heavily committed under long-term contracts through 
2020.  

We believe Cameco offers lower-risk exposure to the depressed uranium market (which we 
expect will improve over the next few years) given its long-life, low-cost assets and contract 
portfolio, while maintaining optionality to the uranium prices through its portfolio structure and 
the fact it has additional production that can be brought on quickly for low capital cost in a rising 
market. Cameco had a net debt of about C$990 mln at June 30, 2018 although we note that there 
is an ongoing dispute with the CRA about Cameco’s transfer pricing policies which, if the company 
loses, would have a meaningful impact on its financial position (more details on page 13). 

Cameco is headquartered in Saskatoon, Canada and is listed on the Toronto Stock Exchange and 
the New York Stock Exchange (CCO-TSX | CCJ-NYSE). Cameco currently has ~396 mln shares 
outstanding. There are restrictions on ownership of Cameco shares designed to ensure Cameco 
remains Canadian controlled. Some of the major ones include: a Canadian resident, individually or 
together with associates, cannot control more than 25% of the total votes that can be cast to elect 
directors; non-residents cannot individually or together with associates, directly or indirectly 
control more than 15% of the votes; and non-residents in total are limited to voting 25% of the 
total shareholder votes. In the past, this has resulted in non-residents having less than one vote 
per share.  

Asset Overview 

Cameco’s three main mines are in Canada and Kazakhstan. Cameco has a 69.805% interest in the 
McArthur River mine in Saskatchewan, which is the world’s largest uranium mine. Ore is milled at 
Cameco’s 83.33% owned Key Lake mill. Currently, the mine is shut down due to low uranium 
prices. Cameco also has a 50.025% interest in the world’s highest-grade uranium mine Cigar Lake 
in Saskatchewan where ore is trucked to Denison’s McClean mill for processing under a toll 
agreement. Cameco also has a 40% interest in the Inkai joint venture ISL mine in Kazakhstan. In 
2018, Cameco’s share of production is forecast to be only about 12 mln lbs given the McArthur 
River shutdown, but we assume McArthur River restarts production in 2020 and production 
increases to about 25 mln lbs. We estimate over 75% of Cameco’s production over the next few 
years will come from Canada, a low-risk jurisdiction. 

In addition, Cameco has curtailed production at its Rabbit Lake mine in Saskatchewan and US ISL 
operations in Wyoming and Nebraska which could be brought back at higher prices. The McArthur 
River mine can also add additional capacity of ~20% for low capital and Inkai could also increase 
production, so we believe Cameco has lots of optionality to higher uranium prices. Finally, we 
note Cameco owns some of the largest undeveloped projects in the world, with Millennium in 
Saskatchewan and Yeelirrie & Kintyre in Australia. The company also is one of the four uranium 
refiners and converters in the world, which provides Cameco with a competitive marketing 
advantage as it allows them to market two parts of the fuel cycle to utilities. Exhibit 6 highlights 
the characteristics of Cameco’s key mining assets. 
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Exhibit 6: Cameco’s Key Assets  

 
Source: Cameco Corp., Raymond James Ltd. 

Another asset in Cameco’s portfolio is its long-term contract portfolio created over numerous 
years. Cameco is an ideal supplier to utilities who want to diversify their production sources as it 
has multiple assets, a lower jurisdictional risk profile, large reserves and the ability to offer both 
uranium production and refining and conversion (two stages of the fuel cycle). Cameco targets a 
ratio of 40% fixed-pricing and 60% market related pricing, including mechanisms to protect them 
when prices go down and which allow them benefits when prices go up. At the start of 2018, 
Cameco had commitments to sell about 150 mln lbs with 39 customers worldwide in their 
uranium segment and over 40 mln kilograms of UF6 conversion services with 31 customers 
worldwide. With the shutdown of McArthur River, to meet its commitments in 2018 and 2019 
Cameco will need to purchase about 11-15 mln lbs through 2019 in the market as Cameco’s 
current excess inventory will only fulfill some of the requirements. In January 2017, one of 
Cameco’s customers, TEPCO, alleged force majeure and the termination this contact (currently 
under arbitration) affected deliveries of 9.3 mln lbs of deliveries worth about C$1.3 bln in revenue 
through 2028 including C$126 mln in 2017, 2018, and 2019. Exhibit 7 shows Cameco’s projected 
realized prices from its contract portfolio (without the TEPCO contract) for a range of uranium 
prices. 

Exhibit 7: Cameco Expected Realized Price US$ 

  
Source: Cameco Corp., Raymond James Ltd. 

Reserves and Resources 

As of 2017 year-end, Cameco had attributable 2P U3O8 reserves of ~458 mln lbs, including ~99 
mln lbs grading 14.91% at Cigar Lake and ~251 mln lbs grading 9.63% at McArthur River, as well as  
~441 mln lbs of M&I resources and ~192 mln lbs of inferred resources.  

Operating Forecasts 

Cameco currently has five mines globally (although two in the US are shut down and thus have 
only residual production and McArthur River is currently suspended) including two of the largest 
uranium mines in the world (McArthur River and Cigar Lake). We forecast attributable uranium 
production of about 12 mln lbs in 2018E, ramping to ~28 mln lbs per year by 2023E as McArthur 
River and Inkai expand. The McArthur River and Cigar Lake mines combine to account for over 
75% of our 2018E and 2023E attributable uranium production forecasts. We note, however, at 
higher uranium prices, the US ISR operations could begin to ramp back to over 2 mln lbs per year 
and that Rabbit Lake could also come back into production.  

Key Assets Status Ownership Country Metal Resource Grade

McArthur River Suspended 70% Canada U3O8

1,691 Kt 2P 

105 Kt M&I 

77 Kt Inf

9.63% 2P 

3.01% M&I 

5.01% Inf

Cigar Lake Production 50% Canada U3O8

602 Kt 2P 

308 Kt M&I 

180 Kt Inf

14.91% 2P 

14.49 % M&I 

5.97% Inf

Inkai JV Production 40% Kazakhstan U3O8

381,017 Kt 2P 

57,813 Kt M&I 

116,395 Kt Inf

0.03% 2P 

0.03% M&I 

0.03% Inf

Expected Realized Price

2018 2019 2020 2021

$20 $36 $32 $31 $28

$40 $44 $43 $41 $41

$60 $55 $56 $54 $55

$80 $65 $66 $64 $65

$100 $75 $75 $73 $74

$120 $84 $83 $80 $83

Spot Uranium 

Price
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Exhibit 8: Cameco Corp. Production and Cost Forecasts 

 
Source: Cameco Corp., Raymond James Ltd.  

Revenue Breakdown 

While uranium is Cameco’s largest business segment, generating over 80% of 2018E revenue, 
Cameco also sells refining and conversion services through its Fuel Services segment.  

Exhibit 9: Cameco Corp. Estimated Revenue by Division 

 
Source: Cameco Corp., Raymond James Ltd. 

Balance Sheet Analysis  

Exhibit 10 shows our liquidity forecast (excluding any future impact from the CRA dispute 
discussed below). Despite low spot uranium prices, given Cameco’s strong contract portfolio, we 
expect its balance sheet to improve and under RJL assumptions, net debt could be about C$380 
mln by 2019 (again excluding any impact from the CRA). The cash position of Cameco is expected 
to benefit in 2018 as Cameco sells some of its excess inventory to meet contractual obligations. 
Longer term, a positive resolution with TEPCO could also increase cash.   
 
Exhibit 10: Cameco Corp. Liquidity Forecast 

 
Source: Cameco Corp., Raymond James Ltd. 

At June 30, 2018, CCO had cash of C$504 mln and long-term debt of about C$1.5 bln for a net 
debt position of about C$990 mln. Cameco’s debentures do not mature until 2019, 2022, 2024, 
and 2042. 

Uranium Production (mln lbs U3O8) 2017A 2018E 2019E 2020E

McArthur River 11 0 0 13

Cigar Lake 9 9 9 9

Rabbit Lake 0 0 0 0

INKAI JV 3 3 3 3

Smith Ranch-Highland 0 0 0 0

Crow Butte 0 0 0 0

Total Uranium Production 24 12 12 25

Cash Costs 2017A 2018E 2019E 2020E

Cash Cost (US$/lb U308) $11.58 $14.90 $13.48 $13.86
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Exhibit 11: Cameco Corp. Balance Sheet Metrics 

 
Source: Cameco Corp., Raymond James Ltd. 

However, the big uncertainty with respect to Cameco’s financial position remains the settlement 
of the CRA tax dispute because if Cameco loses, it could have a material financial impact. We note 
that Cameco’s dispute with the IRS was settled in July 2017 with minimal financial impact and a 
decision from the CRA dispute could occur within the next nine months. Details of the CRA dispute 
are outlined below.  

Canada Revenue Agency (CRA) Dispute 
Since 2008, the CRA has disputed Cameco’s corporate structure and the related transfer pricing 
methodology for certain intercompany uranium sale and purchase agreements. For the years 
2003 through 2012, the CRA issued notices of reassessment for approximately C$4.9 bln of 
additional income for Canadian tax purposes, which would result in a related tax expense of about 
C$1.2 bln. The CRA has also issued notices of reassessment for transfer pricing penalties for the 
years 2007 through 2011 in the amount of C$371 mln. The Canadian income tax rules include 
provisions that require larger companies like Cameco to remit or otherwise secure 50% of the 
cash tax plus related interest and penalties at the time of reassessment. To date, under these 
provisions, after applying elective deductions, Cameco has paid a net amount of C$303 mln in 
cash. In addition, they have provided C$478 mln in letters of credit (LC) to secure 50% of the cash 
taxes and related interest amounts reassessed after 2014. The amounts paid or secured are 
shown in the table below.  

Exhibit 12: CRA Payments C$ 

Source: Cameco Corp. 

Using the methodology, Cameco believes the CRA will continue to apply, and including the C$4.9 
bln already reassessed, Cameco expects to receive notices of reassessment for a total of 
approximately C$8.4 bln of additional income taxable in Canada for the years 2003 through 2017, 
which would result in a related tax expense of approximately C$2.5 bln. As well, the CRA may 
continue to apply transfer pricing penalties to taxation years subsequent to 2011. As a result, 
Cameco estimates that cash taxes and transfer pricing penalties for these years could be between 
C$1.95 bln and C$2.15 bln. In addition, Cameco estimates there would be interest and instalment 
penalties applied that would be material. While in dispute, Cameco would be responsible for 
remitting or otherwise providing security for 50% of the cash taxes and transfer pricing penalties 
(between C$970 mln and C$1.07 bln), plus related interest and instalment penalties assessed, 
which would be material. 

Under the Canadian federal and provincial tax rules, the amount required to be paid or secured 
each year will depend on the amount of income reassessed in that year and the availability of 
elective deductions and tax loss carryovers. The CRA has decided to disallow the use of any loss 
carry-backs for any transfer pricing adjustment, starting with the 2008 tax year. This does not 
impact the anticipated income tax expense for a particular year, but does impact the timing of any 
required security or payment. As noted above, for the amount reassessed after 2014, as an 
alternative to paying cash, Cameco used letters of credit to satisfy their obligations related to the 
reassessed income tax and related interest amounts. Cameco believes they will be able to 
continue to provide security in the form of letters of credit to satisfy these requirements. The 
estimated amounts, summarized in Exhibit 13, reflect actual amounts paid or secured and 

2017A 2018E 2019E 2020E

Current ratio 5.2x 6.2x 4.9x 5.5x

Total debt C$1,494 C$1,495 C$997 C$997

Net debt (cash) C$903 C$464 C$389 C$194

Price / CFPS 11.0x 11.8x 18.1x 11.8x

FCF Yield 9.0% 16.0% 3.7% 5.1%
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estimated future amounts owing based on the actual and expected reassessments for the years 
2003 through 2017, and include the expected timing adjustment for the inability to use any loss 
carry-backs starting in 2008. 

Exhibit 13: Amounts Paid and Estimated Future Amounts Owing to CRA C$ 

 
Source: Cameco Corp. 

Cameco continues to believe ultimate resolution of this matter will not be material to its financial 
position and it could recover the amounts remitted, including the C$781 mln already paid or 
otherwise secured to date. 

The trial for the 2003, 2005, and 2006 tax years concluded on September 13, 2017 and Cameco 
expects to receive a Tax Court decision within the next nine months. Once the decision is issued, 
the rules that apply to Cameco’s case permit either party to appeal the Tax Court decision to the 
Federal Court of Appeal. The decision of the Federal Court of Appeal can be appealed to the 
Supreme Court of Canada, but only if the Supreme Court agrees to hear the appeal. An appeal of a 
Tax Court of Canada decision to the Federal Court of Appeal must be filed within 30 days after the 
issuance of a Tax Court decision (excluding the months of July and August). The request to appeal 
a decision of the Federal Court of Appeal to the Supreme Court of Canada must be made within 
60 days of issuance of a Federal Court of Appeal decision. 

In the event that either party appeals the Tax Court decision, Cameco anticipates that it would 
take about two years from the date the Tax Court decision is issued to receive a decision from the 
Federal Court of Appeal. If a further appeal is pursued, it would likely take about two years from 
the date the Federal Court of Appeal decision is issued to receive a decision from the Supreme 
Court of Canada. 

The total tax amount reassessed for the 2003, 2005, and 2006 tax years was C$11 mln, and 
Cameco remitted 50% of such amount at the time the reassessments were issued. In certain 
circumstances, including where neither party pursues an appeal of the Tax Court decision, CRA 
would issue revised reassessments for the 2003, 2005, and 2006 tax years that comply with the 
Tax Court decision. Following those reassessments, the corresponding tax payments or refunds, as 
applicable, plus interest, would be made or received, as applicable, within a reasonable period. 
Where one or more appeals are pursued by either party, reassessments might not be issued until 
after the decision on the final appeal is received. If the Tax Court decision results in an aggregate 
tax amount in excess of what Cameco has already remitted, and Cameco pursues an appeal of 
that decision, Cameco may be required to remit additional cash tax amounts not exceeding the 
remaining unpaid portion of the original C$11 mln (plus interest) while that appeal is underway. 
Where the Tax Court decision results in a refund of the remitted portion of the original C$11 mln 
(with interest), Cameco may not receive that refund until and unless the Tax Court decision is 
confirmed after the final appeal. 

Once the Tax Court has delivered a decision for the 2003, 2005, and 2006 tax years Cameco will 
consider how the decision relates to other years in issue (being 2004 and years subsequent to 
2006). While the decision would not be legally binding for any year other than the trial years, 
Cameco expects the ultimate decision for the trial years to be an important factor in resolving the 
dispute for the other years in issue. 

IRS settlement  

We note that in July 2017 Cameco settled its tax dispute over transfer pricing with the IRS for the 
taxation years 2009-2012. The settlement resulted in a tax payment of about US$122,000 
whereas we note the original proposed tax adjustments would have resulted in income tax 
expense of about US$122 mln and penalties of about US$8 mln.   

While not professing to be experts on tax laws, in our NAV valuation we attribute a settlement 
cost of about C$1 bln to recognize the risk. 
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Trading Liquidity 

Cameco’s market liquidity is the best among uranium producers, with average volume between 
the TSX and NYSE of about ~3.31 mln shares. Cameco’s current market capitalization is ~C$5.4 bln 
and has an enterprise value of ~C$6.4 bln. 

Exhibit 14: Cameco Corp.’s Market Statistics and Liquidity 

 
Source: Capital IQ 

Jurisdictional Risk 

Cameco operates on a global scale as shown in Exhibit 15. We believe Cameco’s relative 
jurisdictional risk is relatively low given over 80% of the assets are in Canada. 

Exhibit 15: Cameco Corp.’s Operating NAV by Geography 

 
Source: Raymond James Ltd. 
 

 

  

Market Statistics 

Share Price C$13.54 Shares Basic (mln) 395.8

52 Week High/Low C$15.95-9.90 Shares Fully Diluted (mln) 404.3

Market Cap. (mln) C$5,359 Free Float % 100%

Enterprise Value (mln) C$6,350 4-Wk. Avg. Daily Vol. ('000) 3,313

Fiscal YE Dec. 31 TTM Div Yield (%) 0.6%
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Valuation and Recommendation 

We rate Cameco Corp. as Outperform with a C$16.00/share price target. Our target is based on a 
50/50 weighting of: i) 1.25x P/NAV multiple to our NAVPS of C$10.68; and, ii) 13.5x EV/EBITDA 
multiple to our adjusted (including Inkai) NTM EBITDA estimate of C$597 mln. Our target price 
derivation for Cameco is shown in Exhibit 16. 

Exhibit 16: Cameco Corp. Valuation Methodology 

 
Source: Raymond James Ltd. 

P/NAV Valuation: We believe an appropriate way to determine the long-term value of a mining 
company is the NAV approach as it takes into account reserve life, cost structures, capital cost 
requirements, growth prospects, timing and debt structure all in one statistic. Using a discount 
rate of 8% on the operating assets and adding the financial assets and liabilities, we have derived 
a NAV estimate of C$4,319 mln as shown in Exhibit 17. 

Exhibit 17: Cameco Corp. Net Asset Value Estimate 

 
Source: Raymond James Ltd. 

NAV Sensitivity: We highlight operating NAV sensitivity to our price assumptions for uranium and 
the Canadian dollar in Exhibit 18. 

Valuation (@8% discount rate)

Weight Target

Price / NAVPS* 50% 1.3x

EV / NTM EBITDA 50% 13.5x

P/NAVPS Valuation C$13.98

EV / NTM EBITDA Valuation C$17.47

Valuation C$15.72

Target Price: C$16.00

* Target multiple is applied to the mining assets, with net cash included at par

Valuation (@8% discount rate) C$ mln C$/share

McArthur River 2,540 6.28 48%

Cigar Lake 1,541 3.81 29%

Rabbit Lake (25) (0.06) 0%

INKAI JV 748 1.85 14%

Uranium Purchase Program 94 0.23 2%

Fuel Services 446 1.10 8%

Marketing 0 0.00 0%

Other (8) (0.02) 0%

Minesite NAV 5,336 13.20 100%

Cash and cash equivalents 504 1.25 

Working Capital ex cash 1,170 2.89 

Debt obligations (1,495) (3.70)

Other (135) (0.33)

Corporate G&A & CRA Risk (1,061) (2.63)

Net Asset Value (8%) 4,319 10.68 

% of minesite NAV
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Exhibit 18: Cameco Corp. NAV Sensitivity  

 
Source: Raymond James Ltd. 

Trading within its P/NAV Range: Cameco has historically traded as high as 2.5x NAV (pre-
Fukushima) but has traded between 0.6x and 1.3x, post the Fukushima accident in March 2011. 
Cameco is currently trading at a P/NAV multiple of ~1.0x, which is within this historical range of 
0.6x-1.3x. 

Exhibit 19: Historic Cameco Corp. P/NAV multiple 

 
Source: Capital IQ, Raymond James Ltd.  

Applying a P/NAV multiple of 1.25x (given its large, low-cost, low jurisdictional assets and contract 
portfolio with price protection and optionality) to our operating NAVPS of C$13.20 we derive a 
valuation of C$13.98/share. 

EV/NTM EBITDA Valuation: We believe an appropriate way to determine near-term valuation is 
EV/NTM EBITDA as it considers both capital structure as well as cash flow generation. Applying an 
EV/NTM EBITDA multiple of 13.5x (given its large, low-cost, low jurisdictional assets and contract 
portfolio with price protection) to our adjusted (including Inkai) NTM EBITDA of C$597 mln, we 
derive a valuation of C$17.47/share.  

Trading within its EV/EBITDA range: Cameco has traded at a wide historic EV/EBITDA multiple 
range of ~7.0x-20.0x and is currently trading at ~12.0x EV/NTM EBITDA, which is within its 
historical range. 
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Exhibit 20: Historic Cameco Corp. EV/EBITDA Valuation 

 
Source: Capital IQ  
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Risks  

Commodity Price Risk: Prices for the commodities that the company produces or the company 
plans to produce may fluctuate and may have a large influence on the company’s forecasted 
earnings, cash flows, asset values, and share price. Sustained low prices could also have a material 
adverse impact on the company’s financial position and ability to raise capital. 
 
Political, Social, and Permitting Risk: With operations on a global scale, we believe political, 
social, and permitting risk could prove to be substantial in some circumstances.   

Reserve/Resource Risk: Although the company may have NI43-101 compliant resources, there 
exists a risk that further work leads to a deterioration of the grade and/or size of ore deposits. 
Also, our outlook may hinge on expansion and/or construction of current and future operations. 
Further work may show additional resources, expansions and upgrades are not possible. 

Cost Estimate, Production, and Inflation Risk: Our outlook assumes certain future capital and 
operating costs for the company’s operations. Our estimates may prove to be optimistic and we 
may have underestimated costs, in which case the economic potential of the assets and our 
valuation may be lower than we current forecast. There also remains the risk that costs may 
increase in the future. 

Regulatory Risk: Operations are subject to extensive regulations which could delay or suspend 
operations. 

Environmental Risk: Current operations, historical operations and/or future operations may be 
subject to stringent environmental regulations which could result in significant costs and/or 
impact operations. 
 
Tax Risk: The Canada Revenue Agency has disputed Cameco’s corporate structure which could 
result in significantly higher cash taxes, interest charges and penalties than the amount of our 
cumulative tax provision. 
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Financial Statements 

Exhibit 21: Cameco Corp. Financial Summary – RJL Estimates 

 
Source: Cameco Corp., Raymond James Ltd. 

  

Financial Summary (C$ mln) 2017A 2018E 2019E 2020E

Income Statement

Revenue $2,157 $1,996 $1,452 $1,569

Operating Costs $1,390 $1,423 $929 $810

Depreciation $330 $276 $219 $245

Gross Profit $436 $297 $305 $514

G&A $163 $116 $100 $130

Exploration $30 $23 $20 $20

Other expenses $13 $52 $25 $25

Earnings from Operations $231 $106 $160 $339
Other Expenses (incl. finance) $435 ($30) $93 $107

Non-Controlling Interest $0 ($0) $0 $0

Attributable Net Income ($205) $136 $66 $232

Adjusted Net Income ($258) $104 $66 $232

FD shares outstanding 396 396 396 396

Adjusted EPS ($0.65) $0.26 $0.17 $0.59

Cash Flow Statement

Cash flow from operations $596 $958 $333 $476

Changes in working capital $87 $484 $25 $0

Operating cash flow (b/f working capital) $509 $474 $308 $476

Cash flow per share $1.29 $1.20 $0.78 $1.20

Capital Expenditures ($112) ($74) ($125) ($188)

Free cash flow $503 $897 $208 $288

Free cash flow per share $1.27 $2.27 $0.53 $0.73

Balance Sheet

Cash and equivalents $592 $1,031 $608 $803

Other current assets $1,544 $1,170 $1,145 $1,145

Total currrent assets $2,136 $2,201 $1,753 $1,948

PP&E $4,192 $3,782 $3,688 $3,631

Other non-current assets $1,451 $1,906 $1,985 $2,047

Total assets $7,779 $7,889 $7,426 $7,626

Current portion of LT debt $0 $0 $0 $0

Other current liabilities $411 $356 $356 $356

Total currrent liabilities $411 $356 $356 $356

Long-term debt $1,494 $1,495 $997 $997

Other long-term liabilities ($1,014) ($1,073) ($1,073) ($1,073)

Total long-term liabilities $2,508 $2,568 $2,070 $2,070

Shareholder equity $4,859 $4,964 $4,998 $5,199

Non-controlling interest $0 $0 $0 $0

Total liabilities & s/h equity $7,779 $7,889 $7,426 $7,626
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Management Bios 

Exhibit 22: Cameco Corp. Management Bios 

 
Source: Cameco Corp., Raymond James Ltd. 

 

 

Officer Title Background

Tim Gitzel
President and Chief Executive 

Officer

Tim Gitzel was appointed chief executive officer of Cameco on July 1, 2011. Tim joined Cameco in January 2007 as senior vice-president and chief 

operating officer. He was subsequently appointed president on May 14, 2010. Tim has extensive experience in Canadian and international uranium 

mining activities through more than 25 years of senior management and legal experience. Prior to joining Cameco, he was executive vice-president, 

mining business unit for AREVA based in Paris, France with responsibility for global uranium, gold, exploration and decommissioning operations in 11 

countries. He also served as president and chief executive officer for AREVA's Canadian subsidiary. Tim was born and raised in Saskatchewan, 

graduated from the College of Arts & Science and the College of Law at the University of Saskatchewan in 1990. He served as a lawyer with the firm 

MacPherson, Leslie and Tyerman in Saskatoon. Tim sits on the board of The Mosaic Company as well as Washington based Nuclear Energy Institute. 

Tim recently completed his service as chair of the World Nuclear Association, was co-chair of the 2013 Mastercard Memorial Cup and is currently a 

governor with Junior Achievement of Saskatchewan. He serves on the advisory council of the Edwards School of Business and the University of 

Saskatchewan Law School. He is a past president of the Saskatchewan Mining Association, and has served on the boards of Mining Association of 

Canada, the Canadian Nuclear Association, SaskEnergy and the Saskatchewan Chamber of Commerce. Tim was co-chair of the Royal Care campaign 

raising funds for the Royal University Hospital in Saskatoon, and served as vice-president, communications for the 2010 World Junior Hockey 

Championships. He was named one of the 100 Alumni of Influence from the University of Saskatchewan in 2007, is a recipient of the Saskatchewan 

Centennial Medal and the Queen's Diamond Jubilee Medal.

Grant Isaac
Senior Vice-President and Chief 

Financial Officer

Grant was appointed senior vice-president and chief financial officer of Cameco in July 2011. As chief financial officer, Grant provides executive 

oversight for finance, tax, treasury, investor relations, strategy and risk, marketing. Grant joined Cameco as senior vice-president, corporate services 

in July 2009. Prior to joining Cameco, he was a professor at the Edwards School of Business, University of Saskatchewan beginning in 2000 and was 

appointed as the Dean of the Edwards School of Business in 2006. Grant received a BA (economics) and an MA (economics) from the University of 

Saskatchewan and a PhD from the London School of Economics.

Brian Reilly
Senior Vice-President and Chief 

Operating Officer

Brian was appointed senior vice-president and chief operating officer of Cameco Corporation on July 1, 2017. Brian began his career with Cameco at 

Cameco Australia in 2011 as managing director. He was responsible for strategic vision and planning for overall direction of Cameco Australia. Prior 

to joining Cameco, he held the position of president & CEO of Titan Uranium. He has held a number of positions within AREVA including vice-

president human resources and industrial relations. He was the project coordinator for AREVA responsible for coordinating and developing of the 

KATCO project in Kazakhstan and Kiggavik Project in Nunavut. He managed the geology department for the underground operation for Cluff Lake 

mine. Brian is a member of the Association of Professional Engineers & Geoscientists of Saskatchewan.

Sean Quinn

Senior Vice-President,

 Chief Legal Officer and Corporate 

Secretary

Sean was appointed senior vice-president, chief legal officer and corporate secretary of Cameco on April 1, 2014. He joined Cameco's legal 

department in 1993, becoming vice-president, law and general counsel in 2004. Sean has been actively involved in Cameco's major international 

business deals including acquisition of uranium operations in the US, the formation of JV Inkai in Kazakhstan, the HEU agreement with Tenex 

throughout the life of the agreement (1999-2013), the spinoff and eventual divestiture of Cameco's gold business to Centerra Gold Inc., plus the 

acquisition of Kintyre and Yeelirrie uranium deposits in Australia. He served on the board of Bruce Power from 2007 to 2014, representing Cameco's 

investment.  Prior to joining Cameco, Sean was employed with the Saskatoon law firm McKercher LLP for six years. He received a BA (history) and law 

degree from the University of Saskatchewan in 1984 and is a member of the Law Society of Saskatchewan. Sean has also served on the board of 

directors of United Way of Saskatoon and Area.

Alice Wong
Senior Vice-President and Chief 

Corporate Officer

Alice was appointed senior VP and CCO of Cameco in July, 2011 and has been with Cameco for more than 30 years in increasingly senior leadership 

roles and has gained a wealth of experience from her diverse responsibilities. As CCO, Alice currently provides executive oversight for human 

resources, safety, health, environment, quality, regulatory relations, business technology services, supply chain management, internal audit and 

corporate ethics. Her portfolio has included a number of different areas including corporate responsibility, communications, community investment, 

government relations and investor relations. Prior to this, she was VP safety, health, environment, quality and regulatory relations (2008-2011). She 

led the company through an increasingly complex regulatory world while ensuring the company’s SHEQ processes and systems received the focus 

required as they underpin our goal of operational excellence and enhanced communications and relationships with the company’s regulators. As VP 

investor, corporate and government relations (2005-2008), she was responsible for managing Cameco’s communications programs and guiding the 

company’s efforts in building and enhancing relationships with its major stakeholders. In addition, Alice has experience in marketing, corporate 

development and strategic planning. Before coming to Cameco (and one its predecessor companies, Saskatchewan Mining Development 

Corporation), Alice held part time positions as a sessional lecturer at the University of Saskatchewan, an economics instructor at SIAST, a CRA auditor 

and a marketing consultant for a small, local organization. Alice currently serves as director on a number of boards: SaskEnergy (human resources 

and safety committee), Mining Association of Canada (executive committee), Canadian Nuclear Association (executive committee, as well as chair of 

governance, human resources and compensation committee), Saskatchewan Mining Association (chair of human resources and compensation 

committee) and the Uranium Producers of America. Alice is also a member of the U.S. Nuclear Energy Institute Communications Advisory 

Committee. She has also served as a member on various committees for different organizations including the Northern Advisory Board of the 

International Centre for Northern Governance and Development, the World Nuclear Association, Uranium Saskatchewan, and the Canadian 

Standards Association. The focus of the committees ranged from nuclear communications, nuclear standards and uranium market analysis. In 2012, 

Alice was named as one of SaskBusiness's 2012 Women of Influence. She is a former mentee in Catalyst's Women on Board Mentoring Program and 

in 2018, was named a Diversity 50 Board Ready Candidate by the Canadian Board Diversity Council.
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Denison Mines Corp – DML:TSX –  Market Perform Rating – C$0.90 Target – Brian MacArthur 

We are resuming coverage of Denison Mines with a Market Perform rating and a C$0.90/share 
target price, implying a 43% return.  

Denison is a uranium company that offers investors exposure to uranium through multiple 
sources. Its main asset is the 63.3%-owned (increasing to ~66% by 2018 year-end) Wheeler River 
project located in eastern Saskatchewan, Canada with an indicated mineral resource of 70.2 mln 
lbs of U3O8 contained grading 19.18% U3O8 in the Phoenix deposit and an indicated mineral 
resource of 61.9 mln lbs grading 1.7% U3O8 in the Gryphon deposit. The deposits are located near 
infrastructure and thus may be easier to develop than some of the other high-grade assets in the 
Athabasca basin. In 1H16, the company released a PEA that based only on the indicated and 
inferred resources at that time, showed Wheeler could produce annual production of 6-7 mln lbs 
for 16 years using Denison’s McClean Lake mill. At US$44/lb uranium, the NPV at 8% for Denison’s 
60% interest was calculated at C$206 mln discounted back to 2021 with a startup in 2025. Given 
the high grade and low jurisdictional risk, we believe Wheeler River is one of the better 
undeveloped uranium deposits in the world. In addition to Wheeler, Denison owns 22.5% of the 
strategically located McClean Lake mill, which has excess capacity and provides tolling revenue to 
Denison, and interests in the Midwest (~25%) and Waterbury (~64%) projects, which provide 
additional optionality to the uranium price. Finally, Denison has current ongoing revenue from its 
environmental services business and management fees from Uranium Participation Corp., which 
provides regular cash flow. In 2017 Denison did a financing with APG whereby Denison monetized 
its tolling revenue at McClean Lake and as a result, the company currently has about C$30 mln in 
cash. While we believe Denison offers investors high exposure to uranium through a number of 
assets, given the current valuation we rate the shares Market Perform. 

Our target is based on a 1.0x multiple (versus Cameco at 1.25x given Denison is a development 
play and has financing and permitting risk offset by the quality of the deposit) to our financed 
operating NAVPS estimate (with net corporate adjustments included at 1.0x), which implies a 
target price of C$0.90. 

Investment Highlights  

 High-grade Asset: Denison is a 63.3%-owner (increasing to 66% by the end of 2018) of the 
Wheeler River project in eastern Saskatchewan. Wheeler is one of the highest-grade uranium 
deposits in the world. Current indicated resources are 132.1 mln lbs grading 3.3% U3O8 plus 
an inferred resource 3 mln lbs grading 1.7% U3O8.  

 Diversified Revenue Streams: Denison has revenue from a portfolio of assets, including 
McClean Lake tolling revenue, Environmental Services revenue and UPC management fees, 
which help provide cash flow to fund its exploration activities. 

 Uranium Participation Corp.: Denison is manager of Uranium Participation Corp., a physical 
uranium fund, giving the company insight into market activity and participant sentiment.      

 Exploration Upside: Denison is owner/joint owner in a number of additional exploration 
properties in the Athabasca Basin, including Waterbury. 

 Grades: The Phoenix deposit’s indicated mineral resource of 70.2 mln lbs of U3O8 grading 
19.18% U3O8 is one of the highest undeveloped uranium deposits in the world.  

 Positive PEA: In 2016, based only on the Indicated and Inferred resource at that time, 
Denison released a PEA indicating Wheeler could have average annual production of 6-7 mln 
lbs, with cash costs (under US$20/lb) mine with an initial capital cost of about C$560 mln. At 
US$44/lb uranium the pre-tax NPV at 8% was calculated at C$513 mln for 100% of the 
project.  

 Well Financed in Near-term: Post its deal with APG, Denison is well financed in the near-
term with cash of about C$30 mln as of June 30, 2018.  
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Key Risks 

 Development Risk: Given Wheeler is a development stage project and the PEA is preliminary 
many parameters could change materially. There are also financing, capital, permitting, and 
timing risks. 

 Permitting Risk: Permitting a new uranium mine comes with high risk, but this may be 
mitigated slightly given the appetite for mining in the region, the lack of deleterious elements 
and the expectation that surface disturbance will be relatively minor.  

 Financing Risk: While currently well-funded, significant financing is still required to develop 
Wheeler but in an improved uranium market, we believe financing is possible and in our 
analysis have financed the project with a combination of debt and equity. 

 Lower Share Liquidity. 

Potential Catalysts 

 Updated Parameters: An updated resource model and the PFS expected in 2H18 could 
improve project economics.  
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Exhibit 23: Denison Mines Financial and Operating Summary 

 
Source: Denison Mines Corp., Capital IQ, Raymond James Ltd. 

  

RAYMOND JAMES LTD. RESEARCH

Rating: MP3 TSX:DML

6-12 Mth Target C$0.90 NAVPS C$0.68 Analyst: Brian MacArthur  416-777-4914 brian.macarthur@raymondjames.ca

Projected Return: 43% YR-END: Dec. 31 Associate: Chris Law  416-777-7144 chris.law@raymondjames.ca

Investment Thesis Management

David Cates, President and CEO Mac McDonald, VP Finance and CFO

Reporting Currency: C$ 15-Aug-18

Market Statistics 

Key Attributes: Share Price C$0.63 Shares Basic (mln) 559

52 Week High/Low C$0.8-0.5 Shares Fully Diluted (mln) 784

Market Cap. (mln) C$352 Free Float % 89%

Enterprise Value (mln) C$323 4-Wk. Avg. Daily Vol. ('000) 525

Fiscal YE Dec. 31 TTM Div Yield (%) 0.0%

Key Concerns:

Financial Metrics 2017A 2018E 2019E 2020E

Income Statement 

Revenue ($mln) 14.2 14.8 14.4 14.7

EBITDA ($mln) -14.6 -19.3 -6.4 -6.1

(Kt) (%) (mm lbs) EBIT ($mln) -20.5 -26.9 -12.4 -12.1

Resources (100% Basis) Ore U3O8 U3O8 Net Earnings ($mln) -18.2 -22.4 -12.4 -12.1

M&I (ex. 2P) 3,495 2.8% 213.6 EPS ($) -0.03 -0.04 -0.02 -0.02

Inferred 1,439 0.9% 28.8 Cash Flow Statement

Total Resources 4,934 2.2% 242.5 Operating Cash Flow (mln) 15.9 -17.1 -6.4 -6.1

2,026 2,027 2,028 2,029 2,030 CFPS ($) (pre-w/c adj) 0.03 -0.04 -0.01 -0.01

Price Assumptions (US$/lb) 2025E 2026E 2027E 2028E 2029E Investing Cash Flow ($mln) -45.5 34.4 -3.5 -3.5

RJL Uranium Forecast $50.00 $50.00 $50.00 $50.00 $50.00 Financing Cash Flow ($mln) 17.6 0.0 0.0 0.0

Stated Realized Price $50.00 $50.00 $50.00 $50.00 $50.00 FCF ($mln) 14.9 -19.8 -9.9 -9.6

FCF per share 0.02 -0.03 -0.01 -0.01

Operating Summary 2025E 2026E 2027E 2028E 2029E Balance Sheet

U3O8 Production (mln lbs) 2.6 6.0 6.0 6.0 6.0 Cash ($mln) 3.7 20.9 11.0 1.4

Cash cost (US$/lb) $18.47 $14.85 $14.85 $14.85 $14.85 ST Investments ($mln) 0.0 0.0 0.0 0.0

Working Capital ($mln 37.4 19.1 9.2 -0.4

Total Debt ($mln) 0.0 0.0 0.0 0.0

Common Equity ($mln) 235.8 208.2 195.8 183.7

Valuation Metrics 2017A 2018E 2019E 2020E

EBITDA Margin (%) nm nm nm nm

EV/EBITDA nm nm nm nm

P/CF nm nm nm nm

FCF Yield nm nm nm nm

P/E nm nm nm nm

Current Ratio 3.7x 3.1x 2.0x 1.0x

Price/Book 0.4x 0.4x 0.4x 0.3x

Debt/(Debt+Equity) % 0% 0% 0% 0%

Net Debt/LTM EBITDA 0.5x 1.4x 0.6x 0.2x

ROE % -9% -10% -6% -6%

ROIC % -7% -9% -6% -6%

Valuation (@8% discount rate) US $mln US$/share

Wheeler 290 0.37 76%

Other Exploration Assets 31 0.04 8%

McClean,DES and UPC 59 0.08 16%

Minesite NAV 380 0.48 100%

Equity Investments 13 0.02 

Cash and cash equivalents 23 0.03 

Cash from Future Equity 139 0.18 

Other Corporate Adjustments (23) (0.03)

Net Asset Value (8%) 533 0.68 

Valuation Weight Target

Price / NAVPS* 100% 1.00x

Valuation: C$0.88

Target Price C$: C$0.90

*Target multiple applied to mining assets and net cash included at par

NAV Sensitivity to Commodity Price Assumptions

Relative Performance (DML vs. U3O8)

Denison Mines 

- Permitting and financing risk for Wheeler River

- Share liquidity

Production Profile

Operating NAV Breakdown by Geography and Metal

% of minesite NAV

Denison holds a controlling interest in the Wheeler River project, including the Phoenix deposit, which is 

one of the highest grade deposits in the world. The company also offers a diversified revenue stream from 

tolling, DES and UPC while exploration and development activities at Wheeler progress. 

- Controlling interest in the high grade Wheeler River deposit

- Tolling revenue from its 22.5% interest in the McClean Lake (JEB) mill that has excess capacity

- Manager of Uranium Participation Corp., a physical uranium fund

- Uranium optionality through Midwest, McClean Lake, Waterbury and other exploration deposits
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Company Overview 

Denison is a uranium development company supported by a diversified revenue stream from its 
tolling revenue at McClean Lake, its UPC management fees and its Environmental Services 
business that provides cash flow to help fund its uranium projects. Its flagship asset is the 63.3% 
owned (increasing to 66% by 2018 year-end) Wheeler project located in eastern Saskatchewan, 
Canada with an indicated mineral resource of 70.2 mln lbs of U3O8 grading 19.18% U3O8 in the 
Phoenix deposit and an indicated mineral resource of 61.9 mln lbs grading 1.7% U3O8 in the 
Gryphon deposit. The deposits are located near infrastructure and are potentially easier to 
develop than some of the other high-grade assets in the Athabasca basin. In the PEA Denison 
released in 1H16, based only on indicated and inferred resources at that time, Wheeler could 
produce annual production of 6-7 mln lbs for 16 years using Denison’s McClean Lake mill. At 
US$44/lb uranium, the NPV at 8% for Denison’s 60% interest was calculated at C$206 mln 
discounted back to 2021 with a startup in 2025. In addition to Wheeler, Denison owns 22.5% of 
the strategically located McClean Lake mill, which has excess capacity and provides tolling 
revenue to Denison, and interests in the Midwest (25.1%) and Waterbury (64%) projects, which 
provide additional optionality to the uranium price. Finally, Denison has current ongoing revenue 
from its Environmental Services business and management fees from Uranium Participation Corp. 
which provides regular cash flow. Denison is headquartered in Toronto, Canada and is listed on 
Toronto Stock Exchange (DML-TSX) and New York Stock Exchange (DNN-NYSE). We note Denison 
changed its reporting currency from US dollars to Canadian dollars beginning in 2018. 

Denison currently has about 560 mln shares outstanding. At June 30 2018, KEPCO holds ~58 mln 
shares of Denison representing an interest of ~10%.  

Asset Overview 

Denison’s major asset is the 63.3% owned (increasing to 66% by 2018 year-end) Wheeler project 
located near infrastructure in eastern Saskatchewan, Canada, with an indicated mineral resource 
of 132.1 mln lbs of U3O8 grading 3.3% U3O8.  

Exhibit 24: Location of Wheeler Uranium Deposit 

 
Source: Denison Mines Corp. 

The PEA released in 2016 has indicated Wheeler River could support an average annual 
production level of ~6-7 mln lbs. Exhibit 25 below highlights the characteristics of DML’s key asset.  
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Exhibit 25: Denison Mines Corp’s Key Asset  

 
Source: Denison Mines Corp., Raymond James Ltd. 

Another strategic asset is Denison’s 22.5% interest in the McClean Lake mill, which has capacity of 
24 mln lbs annually. The mill treats Cigar Lake’s production (currently 18 mln lbs annually) under a 
tolling agreement. The excess capacity could be used in the future for Wheeler River production. 
In February 2017, Denison closed a financing arrangement for gross proceeds of C$43.5 mln, 
which monetized Denison’s future share of the toll milling revenue earned by the McClean Lake 
mill from the processing of certain ore from the Cigar Lake mine. This transaction de-risked its 
income from certain toll milling revenue, as Denison is not providing any warranty to the future 
rate of production at the Cigar Lake mine or the McClean Lake mill. In addition, the proceeds can 
be used for project development costs for Wheeler River. Denison is also the manager of Uranium 
Participation Corp., a publicly traded company listed on the TSX under the symbol “U”, which 
invests in U3O8 and uranium hexafluoride (UF6). The initial management services agreement with 
UPC expired on March 31, 2016 and a new management services agreement was entered into, 
effective April 1, 2016 for a term of three years. Under the new agreement, Denison receives the 
following fees from UPC: a) a base fee of C$400,000 per annum, payable in equal quarterly 
installments; b) a variable fee equal to (i) 0.3% per annum of UPC’s total assets in excess of C$100 
mln and up to and including C$500 mln, and (ii) 0.2% per annum of UPC’s total assets in excess of 
C$500 mln; c) a fee, at the discretion of the Board, for on-going monitoring or work associated 
with a transaction or arrangement (other than a financing, or the acquisition of or sale of U3O8 or 
UF6);and d) a commission of 1.0% of the gross value of any purchases or sales of U3O8 or UF6 or 
gross interest fees payable to UPC in connection with any uranium loan arrangements.  

In addition, Denison is engaged in mine decommissioning and environmental services through its 
Denison Environmental Services division, which manages Denison’s Elliot Lake reclamation 
projects and provides post-closure mine and maintenance services to a variety of industry and 
government clients. Contracts typically run for two to three years. 

Reserves and Resources 

Reserves and resources for Denison are shown in Exhibit 26 and include Wheeler River, McClean 
lake, Midwest and Waterbury. Wheeler River has an indicated resource of ~132.1 mln lbs of U3O8 
contained in ~1.8 mln tonnes, and an inferred resource of ~3 mln lbs of U3O8 contained in 82,000 
tonnes.  

Exhibit 26: Denison Mines Resources 

 
Source: Denison Mines Corp., Raymond James Ltd. 

 

Operating forecasts 

A summary of the PEA released in July 2016 is shown in Exhibit 27. 

 

Key Assets Status Ownership Country Metal Resource Grade

Wheeler PEA 63.3% Canada U3O8
 1,809 Kt M&I 

82 Kt Inf

3.3 % M&I 

1.7 % Inf

(Kt) (%) (mm lbs)

Resources (100% Basis) Ore U3O8 U3O8

M&I (ex. 2P) 3,495 2.8% 213.6

Inferred 1,439 0.9% 28.8

Total Resources 4,934 2.2% 242.5
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Exhibit 27: Summary of Wheeler 2016 PEA 

 
Source: Denison Mines Corp. 

Given the preliminary nature of a PEA, we have assumed higher initial capital costs (~C$600 mln).  
However, we have also added additional resources at Gryphon discovered after the PEA and lower 
operating costs at Phoenix as the company has been working on alternative mining methods for 
Phoenix. Exhibit 28 highlights our economic assumptions for Wheeler assuming a uranium price of 
US$50/lb. We note an updated PFS is expected in 2H18. 

Exhibit 28: RJL Wheeler Project Estimates  

 
Source: Denison Mines Corp., Raymond James Ltd. 

Balance Sheet Analysis  

Following its financing with APG in 2017 under which Denison received an upfront payment of 
$32.86 mln (C$43.5 mln) in exchange for its right to receive future toll milling cash receipts from 
the current toll milling agreement with Cigar Lake, Denison ended 2Q18 with ~C$30 mln in cash 
and short-term investments, which we believe is sufficient for its near-term needs. However, 
longer-term to develop Wheeler, we estimate that Denison will have to raise about C$405 mln 
which we finance through C$225 mln in debt and another C$180 mln in equity at an issue price of 
C$0.80/share. Our liquidity forecasts are shown in Exhibit 29. 
 
Exhibit 29: Denison Mines Corp. Liquidity Forecast 

Source: Raymond James Ltd.  

Project Metrics

RJL Estimates

Timeline

Mine Life (years) 20 yrs

Production Start date (year) 2025

Operations

Resource Size (Mln lbs) 131.6

LOM mill annual throughput (Mt) 0.093

LOM Ore Milled (Mt) 1.9

LOM Avg U3O8 Grade (%) 3.05%

LOM Avg U3O8 Recovery (%) 99%

Production

LOM Avg. U3O8 Production (mln lbs) 6.2

Costs

LOM Avg. Cash Cost (US$/lb) 17.42

CapEx

Start-Up CapEx (C$ mln) $600

LOM Sustaining CapEx (C$ mln) $566

Wheeler (100% basis)

Production and Cost Forecasts - Wheeler Project

$0.00

$2.00

$4.00

$6.00

$8.00

$10.00

$12.00

$14.00

$16.00

$18.00

$20.00

0

4

8

C
as

h
 C

o
st

s 
(U

S$
/l

b
)

U
3

O
8

 P
ro

d
u

ct
io

n
 (m

ln
 lb

s)

U3O8 Production (mln lbs) Cash cost (US$/lb)

-$20

-$15

-$10

-$5

$0

$5

$10

$15

$20

$25

2017A 2018E 2019E 2020E

C
$ 

m
ln

Cash and Equivalents Cash From Operations Total Debt

-$53

-$40

-$26

-$13

$0

$13

$26

$40

2017A 2018E 2019E 2020E

C
$ 

m
ln

Cash From Operations Cash From Investing

Cash From Financing Net Cash Flow



Canada Research | Page 28 of 63 Mining & Natural Resources | Uranium 

 Raymond James Ltd. | 2100 – 925 West Georgia Street | Vancouver BC Canada V6C 3L2 

Exhibit 30:Denison Mines Corp. Balance Sheet Metrics 

 
Source: Denison Mines Corp., Raymond James Ltd. 

Trading Liquidity 

Denison’s market liquidity is lower than Cameco’s but we note it is listed on the NYSE, which could 
help share liquidity. Average trading volume is ~525 thousand shares. The current market 
capitalization is ~C$352 mln and the enterprise value is ~C$$323 mln. 

Exhibit 31: Denison Mines Corp. Market Statistics and Liquidity 

 
Source: Capital IQ 

Jurisdictional Risk 

Almost all of Denison’s assets are In Saskatchewan, Canada and thus it has lower jurisdictional 
risk. 

Exhibit 32: Denison Mines Corp. Operating NAV by Geography 

 
Source: Raymond James Ltd. 
  

2017A 2018E 2019E 2020E

Current ratio 3.7x 3.1x 2.0x 1.0x

Total debt C$0 C$0 C$0 C$0

Net debt (cash) (C$4) (C$21) (C$11) (C$1)

Net debt / NTM EBITDA nm nm nm nm

Price / CFPS nm nm nm nm

FCF Yield nm nm nm nm

Market Statistics 

Share Price C$0.63 Shares Basic (mln) 559

52 Week High/Low C$0.8-0.5 Shares Fully Diluted (mln) 784

Market Cap. (mln) C$352 Free Float % 89%

Enterprise Value (mln) C$323 4-Wk. Avg. Daily Vol. ('000) 525

Fiscal YE Dec. 31 TTM Div Yield (%) 0.0%
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Valuation and Recommendation 

We rate Denison Mines Corp. Market Perform with a C$0.90/share price target. Our target is 
based on a 1.0x multiple to our financed operating NAVPS estimate (with net corporate 
adjustments included at 1.0x), which implies a target price of C$0.90. Our target price derivation 
for Denison is shown in Exhibit 33. 

Exhibit 33: Denison Mines Corp. Valuation Methodology 

 
Source: Raymond James Ltd.  

P/NAV Valuation: We believe an appropriate way to determine the long-term value of a mining 
company is the NAV approach as it takes into account reserve life, cost structures, capital cost 
requirements, growth prospects, timing and debt structure all in one statistic. Given the Wheeler 
project is not an operating mine and requires financing, in our NAV valuation, we assume the 
project is developed with C$225 mln in debt and C$180 mln in equity financing so our NAV 
reflects this dilution. Using a discount rate of 8% on the operating assets and adding the financial 
assets and liabilities, we have derived a NAV estimate for Denison of $533 mln as shown in Exhibit 
34. 

Exhibit 34: Denison Mines Corp. Net Asset Value Estimate 

 
Source: Raymond James Ltd.  

NAV Sensitivity 

We highlight operating NAV sensitivity to our long-term realized uranium price and Canadian 
dollar in Exhibit 35.  

Valuation (@8% discount rate)

Weight Target

Price / NAVPS* 100% 1.00x

P/NAVPS Valuation C$0.88

Valuation C$0.88

Target Price: C$0.90

* Target multiple is applied to the mining assets, with net cash included at par

Valuation (@8% discount rate) US $mln US$/share

Wheeler 290 0.37 76%

Other Exploration Assets 31 0.04 8%

McClean, DES and UPC 59 0.08 16%

Minesite NAV 380 0.48 100%

Equity Investments 13 0.02 

Cash and cash equivalents 23 0.03 

Cash from Future Equity 139 0.18 

Other Corporate Adjustments (23) (0.03)

Net Asset Value (8%) 533 0.68 

% of minesite NAV
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Exhibit 35: Denison Mines NAV Sensitivity 

 
Source: Raymond James Ltd. 

Trading within its historic P/NAV range: DML shares are currently trading at a P/NAV of ~0.7x, 
within the historic range of 0.4x-1.2x. 

Exhibit 36: Historic Denison Mines Corp. P/NAV multiple 

 
Source: Capital IQ  

Applying a P/NAV multiple of 1.0x (versus Cameco at 1.25x given Denison is a development play 
and has financing and permitting risk offset by the quality of the deposit) to our NAVPS of US$0.68 
we derive a target price of C$0.90. 

EV/EBITDA Valuation Not Appropriate: Given the majority of the company’s value is from 
developing assets, we do not believe near-term valuation methods, such as EV/EBITDA, with 
emphasis on current EBITDA are appropriate at this time.   
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Risks 

Commodity Price Risk: Prices for the commodities that the company produces or plans to 
produce may fluctuate and may have a large influence on the company’s forecasted earnings, 
cash flows, asset values, and share price. Sustained low prices could also have a material adverse 
impact on the company’s financial position and ability to raise capital. 

Jurisdictional, Social, and Permitting Risk: The company’s potential operations could face 
substantial jurisdictional, social, and permitting risk.  

Reserve/Resource Risk: Although the company may have NI43-101 compliant resources, there 
exists a risk that further work leads to a deterioration of the grade and/or size of ore deposits. 
Also, our outlook may hinge on expansion and/or construction of current and future operations. 
Further work may show additional resources, expansions and upgrades are not possible. 

Cost Estimate, Production, and Inflation Risk: Our outlook assumes certain future capital and 
operating costs for the company’s potential operations. Our estimates may prove to be optimistic 
and we may have underestimated costs, in which case the economic potential of the project and 
our valuation may be lower than we current forecast. There also remains the risk that costs may 
increase in the future. 

Regulatory Risk: Potential operations may be subject to extensive regulations which could delay 
or suspend operations. 

Environmental Risk: Current operations, historical operations and/or future operations may be 
subject to stringent environmental regulations which could result in significant costs and/or 
impact operations. 
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Financial Statements 

Exhibit 37: Denison Mines Corp. Financial Summary 

 
Source: Denison Mines Corp., Raymond James Ltd. 

  

Financial Summary (C$ mln) 2017A 2018E 2019E 2020E

Income Statement

Revenue $14 $15 $14 $15

Operating Costs $14 $14 $13 $13

Depreciation $0 $0 $0 $0

Gross Profit $1 $1 $2 $2

G&A $7 $7 $6 $6

Exploration $16 $16 $8 $8

Other expenses ($3) $5 $0 $0

Earnings from Operations ($21) ($27) ($12) ($12)

Other Expenses (incl. finance) $2 $4 $0 $0

Non-Controlling Interest $0 $0 $0 $0

Attributable Net Income ($18) ($22) ($12) ($12)

Adjusted Net Income ($18) ($22) ($12) ($12)

FD Shares Outstanding 559 559 559 559

Adjusted EPS ($0.03) ($0.04) ($0.02) ($0.02)

EBITDA ($15) ($19) ($6) ($6)

Cash Flow Statement

Cash flow from operations $16 ($17) ($6) ($6)

Changes in working capital ($1) $3 $0 $0

Operating cash flow (b/f working capital) $17 ($20) ($6) ($6)

Cash flow per share $0.03 ($0.04) ($0.01) ($0.01)

Capital Expenditures ($1) ($3) ($4) ($4)

Free cash flow $15 ($20) ($10) ($10)

Free cash flow per share $0.03 ($0.04) ($0.02) ($0.02)

Balance Sheet

Cash and equivalents $4 $21 $11 $1

Other current assets $48 $7 $7 $7

Total currrent assets $51 $28 $19 $9

PP&E $254 $247 $244 $242

Other non-current assets $28 $24 $24 $24

Total assets $333 $299 $287 $275

Current portion of LT debt $0 $0 $0 $0

Other current liabilities $14 $9 $9 $9

Total currrent liabilities $14 $9 $9 $9

Long-term debt $0 $0 $0 $0

Other long-term liabilities $83 $82 $82 $82

Total long-term liabilities $83 $82 $82 $82

Shareholder equity $236 $208 $196 $184

Non-controlling interest $0 $0 $0 $0

Total liabilities & s/h equity $333 $299 $287 $275
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Management Bios 

Exhibit 38: Denison Mines Corp. Management Bios 

 
Source: Denison Mines Corp. 

 

 

 

  

Officer Title Background

Catherine Stefan Non-Executive Chair

Ms. Stefan, Lead Director of the Denison Board, served as a director of Denison Mines Inc. prior to the merger with International Uranium 

Corporation and was appointed a director of the Company on December 1, 2006. Ms. Stefan is currently President of Stefan & Associates, a 

consulting firm. Ms. Stefan served as Chief Operating Officer of O&Y Properties Inc. from 1996 to 1998. From 1999 until 2008, Ms. Stefan was 

Managing Partner of Tivona Capital Corporation, a private investment firm. Ms. Stefan obtained her Bachelor of Commerce degree from the 

University of Toronto in 1973. Ms. Stefan is a Chartered Professional Accountant (CPA, CA) and a member of the Institute of Corporate Directors, 

with over 30 years of business experience, primarily in senior management of public companies in the real estate sector.

David Cates
President and Chief Executive 

Officer

Mr. Cates is a Chartered Professional Accountant (CPA, CA) and holds Master of Accounting (MAcc) and Honours Bachelor of Arts (BA) degrees from 

the University of Waterloo. Prior to his appointment as President and Chief Executive Officer, Mr. Cates served as Denison's Vice President Finance, 

Tax and Chief Financial Officer. As Chief Financial Officer, Mr. Cates played a key role in the Company's mergers and acquisitions activities - leading 

the acquisition of Rockgate Capital Corp. and International Enexco Ltd. Mr. Cates joined Denison in 2008 and held the position of Director, Taxation 

prior to his appointment as Chief Financial Officer. Prior to joining the Company, Mr. Cates held positions at Kinross Gold Corp. and PwC LLP with a 

focus on the resource industry.

Mac McDonald
Vice President Finance & Chief 

Financial Officer

Mr. McDonald is a Chartered Professional Accountant with more than 15 years progressive experience in the extractive industries. Before joining 

Denison, Mr. McDonald was Director of Financial Reporting at IAMGOLD Corporation and prior to that was working at PwC Canada providing audit, 

tax and other financial advisory services, specializing in global companies in the extractive industry. He has extensive knowledge in the areas of 

financial reporting in accordance with IFRS, risk and quality management, SOX and internal controls, as well as experience in public and private debt 

and equity offerings in Canada and the United States.

Michael 

Schoonderwoerd
Vice President Controller

Mr. Schoonderwoerd was appointed Vice President Controller of the Company on January 1, 2013. Mr. Schoonderwoerd joined Denison as 

Corporate Controller in August 2004. Prior to that date, Mr. Schoonderwoerd was a Finance Manager at Nortel Networks from 1996 to 2004 in 

various capacities ranging from corporate consolidations and external reporting, business unit finance support and manufacturing divestiture 

activities. Mr. Schoonderwoerd received his Chartered Accountant designation in 1996 and he received his Honours Bachelor of Business 

Administration from Wilfrid Laurier University in 1992.

Peter Longo
Vice President, Project 

Development

Mr. Longo is a mining engineer and began his career in Sudbury, Ontario at Inco where, as Project and Mine Engineer and Mine Foreman, he was 

involved in all facets of mine development and operations. Mr. Longo moved to Saskatoon, Saskatchewan in 2007 to work with AREVA where he led 

the mining business unit in the completion of project management and feasibility studies for new mining projects. He was briefly seconded to the 

Cigar Lake project and was the project manager for the Shea Creek and McClean Underground projects. Most recently Mr. Longo was Vice President 

Operations for Claude Resources where he led operations and capital projects for two separate mine sites, including one remote fly in/out site. 

During his time Mr. Longo led the operations to two successive years of record performance in terms of safety, environment and production while 

significantly reducing capital, operating costs and turnover rates

Dale Verran Vice President, Exploration

Previously Mr. Verran served as Denison's Technical Director, Exploration. Mr. Verran is a geologist with 18 years of international mineral exploration 

experience. He began his career with Gold Fields and subsequently joined the Mineral Services Group where he served in a variety of mineral 

exploration roles including Technical Director for Remote Exploration Services. Mr. Verran is based in Denison's Saskatoon office and holds a 

Bachelor of Science in Geology from the University of Cape Town, and a Master of Science in Exploration Geology from Rhodes University.

Amanda Willett
Corporate Counsel and Corporate 

Secretary

Ms. Willett joined Denison as Corporate Counsel and Corporate Secretary in 2016. Prior to joining Denison, Ms. Willett was a securities law associate 

at Blake, Cassels & Graydon LLP in Vancouver since 2011 and prior to that was a corporate and securities law associate with Stikeman Elliott LLP in 

Toronto from 2008. Her practice focused on advising public and private companies on matters including mergers and acquisitions, joint ventures, 

securities offerings, securities law and stock exchange compliance matters, and general corporate matters. She has been involved in a broad range of 

transactional and corporate governance work for companies listed on the TSX and the TSX Venture Exchange, with an emphasis on advising 

companies in the mining industry. Ms. Willett graduated from York University in 2007 with an LL.B. from Osgoode Hall Law School and an MBA 

degree from the Schulich School of Business. She is a member of both the Ontario and British Columbia Bars.
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NexGen Energy Ltd. – NXE:TSX – Outperform Rating – C$5.00 Target – Brian MacArthur 

We rate NexGen Energy Outperform with a C$5.00/share target price, implying a 97% return. 
NexGen is a uranium development company. Its main asset is the 100%-owned Arrow deposit 
located in Saskatchewan, Canada with an indicated mineral resource of 179.5 mln lbs of U3O8 
grading 6.88% U3O8 with a high-grade zone of 164.9 mln lbs grading 18.84%. The inferred mineral 
resource category reported 122.1 mln lbs grading 1.30% U3O8. The deposit is located near 
infrastructure and is in bedrock so it likely easier to develop than some of the other high- grade 
assets in the Athabasca basin. In July 2017, NexGen released a PEA that based only on the 
indicated and inferred resources at that time, showed Arrow could be a large (average annual 
production of 18.5 mln lbs), low cash cost (under US$10/lb) mine with an initial capital cost of 
about C$1.19 bln. At US$50/lb the NPV at 8% was calculated at C$3.5 bln. Furthermore, given the 
high grade in the early years, production would be over 25 mln lbs annually. Given the high-grade, 
low jurisdictional risk and favourable geometry in bedrock, we believe Arrow is one of the best 
undeveloped uranium deposits in the world. Following financings with CEF Holdings Limited (CEF) 
the company is well financed with about C$143 mln in cash which should provide sufficient funds 
for near-term exploration and general corporate purposes. Given the high quality of the Arrow 
deposit and current valuation, we rate the shares Outperform. 

Our target is based on a 1.0x multiple to our financed operating NAVPS estimate of C$5.21 (with 
net corporate adjustments included at 1.0x), which implies a target price of C$5.00. 

Investment Highlights  

 High-Quality Development Asset: Rook I, including the Arrow deposit, is among the largest 
and highest-grade development projects globally. With an initial resource of about 300 mln 
lbs, location in bedrock, favourable geometry, further exploration potential and high grade 
we believe Arrow is one of the most attractive undeveloped uranium projects in the world.  

 Grades: Indicated mineral resource of 1.18Mt grading 6.9% U3O8 (179.5 mln lbs), including a 
high-grade zone of 400Kt grading 18.84% U3O8 (164.9 mln lbs), makes Arrow one of the 
highest-grading assets in the region. In addition, there is an inferred resource of 4.25Mt 
grading 1.3% (122.1 mln lbs) 

 Exploration Upside: NexGen continues to aggressively explore the Rook I project with the 
extent of the project not yet known. The company discovered the South Arrow zone 400 m 
south of Arrow in a parallel structure with some similar characteristics. 

 Positive PEA: Based only on the Indicated and Inferred resources above, NexGen released a 
PEA indicating Arrow could be a large (average annual production of 18.5 mln lbs), low cost 
(under US$10/lb) mine with an initial capital cost of about C$1.19 bln. At US$50/lb the NPV 
at 8% was calculated at C$3.5 bln. Furthermore, given the high grade, in the early years 
production would be over 25 mln lbs annually. 

 Well Financed in Near-term: At 2Q18 quarter end, NexGen has about C$143 mln in cash.  
NexGen also has two convertible debentures with CEF for a total of US$120 mln. The 
company has no other debt outstanding and is well funded in the near term. 

Key Risks 

 Development Risk: Given Arrow is a development stage project and the PEA is preliminary, 
many parameters could change materially. There are also financing, capital, permitting and 
timing risks. 

 Permitting Risk: Permitting a new uranium mine comes with high risk, but this may be 
mitigated slightly given the appetite for mining in the region, the lack of deleterious elements 
and the expectation that surface disturbance will be relatively minor. We expect permitting 
to be one of the key issues that could impact the timing of development. 

 Financing Risk: While currently well-funded, significant financing is still required to develop 
Arrow but given the high quality of the deposit, we believe financing is possible and in our 
analysis have financed the project with a combination of debt and equity. 

 Single Asset Risk: Given Arrow represents over 95% of the value, any negative news with 
respect to Arrow could have a material impact on the shares. 
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 Low Share Liquidity. 

Potential Catalysts 

 Updated Parameters: An updated resource estimate and maiden PFS expected in 2H18.   

 Potential M&A Candidate Given Large, Low Cost Asset in Low Risk Jurisdiction: Given Arrow 
is one of the largest undeveloped uranium deposits with high grades in a low-risk jurisdiction, 
we believe Arrow could be a potential M&A candidate for other mining companies or 
consumers who are interested in security of supply. 
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Exhibit 39: NexGen Energy Financial and Operating Summary 

 

Source: NexGen Energy Ltd., Capital IQ, Raymond James Ltd.  

RAYMOND JAMES LTD. RESEARCH

Rating: OP2 (NXE-TSX, NXE-NYSE) Analyst: Brian MacArthur  416-777-4914 brian.macarthur@raymondjames.ca
Target Price: C$ 5.00 NAVPS: C$ 5.21 Associate: Chris Law  416-777-7144 chris.law@raymondjames.ca
Projected Return: 97% YR-END: Dec. 31 Management
Investment Thesis Leigh Curyer, CEO

Reporting Currency: C$ 15-Aug-18
Market Statistics 
Share Price C$2.54 Shares Basic (mln) 345.5
52 Week High/Low C$3.58-2.12 Shares Fully Diluted (mln) 552.2
Market Cap. (mln) C$878 Free Float % 85%

Key Attributes: Enterprise Value (mln) C$900 4-Wk. Avg. Daily Vol. ('000) 643
Fiscal YE Dec. 31 TTM Div Yield (%) 0.0%

Financial Metrics 2017A 2018E 2019E 2020E

Income statement
Revenue ($mln) 0 0 0 0 
EBITDA ($mln) (17) (17) (11) (11)
EBIT ($mln) (18) (18) (11) (11)
Net earnings ($mln) (57) (40) (22) (22)

- Well financed in near term post  CEF transactions. EPS (C$) (0.18) (0.11) (0.06) (0.06)

Key Concerns: Cash flow statement

- Development stage project Operating Cash Flow ($mln) (11) (16) (22) (22)

- Single asset risk CFPS (C$) (oper., pre-W/C adj) (0.03) (0.04) (0.06) (0.06)
Reserve & Resource Ore U3O8 U3O8 Interest NXE Share Investing Cash Flow ($mln) 10 (39) (25) (10)

(kt) (%) (mln lbs) (%) (mln lbs) Financing Cash Flow ($mln) 135 (0) 0 200 
M&I Resource FCF ($mln) (49) (54) (47) (32)
Total M&I (ex. of 2P) 1,180                6.9% 179,400           100% 179,400           FCF per share (0.15) (0.16) (0.14) (0.08)
Total Inferred 4,250                1.3% 122,100           100% 122,100           Balance sheet
Total Resources 5,450                2.5% 301,500           100% 301,500           Cash ($mln) 165 113 66 234 

ST Investments ($mln) 0 0 0 0 
Price Assumptions 2025E 2026E 2027E 2028E 2029E Working capital ($mln) 163 110 63 231 
RJL Uranium Forecast US$/t $50.00 $50.00 $50.00 $50.00 $50.00 Total Debt ($mln) 171 151 151 151 
Stated Realized Price $50.00 $50.00 $50.00 $50.00 $50.00 Common Equity ($mln) 136 144 122 300 

Operating Summary 2025E 2026E 2027E 2028E 2029E Valuation Metrics 2017A 2018E 2019E 2020E
U3O8 Production (mln lbs) 27.3 28.4 27.5 27.5 27.0 EBITDA margin (%) nm nm nm nm
Cash cost (US$/lb) $5.28 $5.91 $6.10 $6.10 $6.22 EV/EBITDA (x) nm nm nm nm

P/CF (x) nm nm nm nm
FCF Yield nm nm nm nm
P/E (x) nm nm nm nm

Current ratio (x) 55.0x 28.5x 16.7x 59.0x
Price/book (x) 6.3x 6.1x 7.2x 3.4x
Debt/(Debt + Equity) (%) 16.6% 14.7% 14.7% 12.7%

ROE (%) -46.1% -28.7% -16.5% -10.4%
ROIC (%) -6.9% -5.7% -3.6% -2.8%

Valuation (@8% discount rate) C$ mln C$/share
Arrow 2,361 4.28 100%
Minesite NAV 2,361 4.28 100%
Cash and cash equivalents 143 0.26 
Debt obligations (151) (0.27)
Cash from future equity 550 1.00 
Other corporate adjustments (26) (0.05)
Net Asset Value (8%) 2,877 5.21 

Valuation Weight Target
Price / NAVPS* 100% 1.0x

Valuation: C$ 5.21

Target Price: C$ 5.00

* Target multiple is applied to the mining assets, with net cash included at par

USD/CAD 0.0% 0.0% 0.0%

NexGen Energy Ltd.

% of minesite NAV

Bruce Sprague, CFO

NexGen is the 100% owner of the Rook I project, which includes the Arrow deposit, in the western 

Athabasca Basin. Current Indicated and Inferred resources total ~300 mln lbs (including a high grade zone 

of 164.9 mln lbs at 18.84% U3O8) in steeply-dipping lenses in stable basement rock. We believe Arrow is 

one of the best undeveloped uranium deposits globally. We believe NXE is well funded in the near term.

- 43-101 Indicated resource of 179.5 mln lbs grading 6.88%, including high grade zone of 164.9 mln lbs 

grading 18.84% U3O8. 

- Ongoing exploration at the South Arrow zone (which is parallel to Arrow and with similar characteristics) 

could expand the project.

-PEA indicated annual production over 25mln lbs in the first 5 years at below US$10/lb and an NPV(8%) of 

$3.5bln.

- Deposit is hosted in basement rock allowing for lower mining costs than other high grade uranium 

deposits.

Relative Performance (NXE vs. U3O8)

Production Profile

NAV Sensitivity to Commodity Price Assumptions

Operating NAV Breakdown by Geography and Metal
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Company Overview 

NexGen is a uranium development company. Its flagship asset is the 100%-owned Rook I Project, 
which includes the Arrow deposit located in Saskatchewan that was acquired by NexGen in 
December 2012. On March 6, 2017, NexGen announced an updated mineral resource estimate on 
the Rook I Project. The indicated mineral resource category reported 179.5 mln lbs of contained 
U3O8 in 1.18 Mt of mineralization grading 6.88% U3O8. The inferred mineral resource category 
reported 122.1 mln lbs of contained U3O8. Within the Indicated resources there are 164.9 mln lbs 
grading 18.84%. The deposit is located in Saskatchewan near infrastructure and is in bedrock so it 
likely easier to develop than some of the other high-grade assets in the Athabasca basin. In July 
2017, the company released a PEA that based only on the Indicated and Inferred resources at that 
time, indicated that Arrow could be a large (average annual production of 18.5 mln lbs), low cash 
cost (under US$10/lb) mine with an initial capital cost of about C$1.19 bln. At US$50/lb U3O8, the 
NPV at 8% was calculated at ~C$3.5 bln. Furthermore, given the high grade in the early years 
production would be over 25 mln lbs annually. In July 2017, the company also announced the 
South Arrow Discovery located 400 m south of the Arrow discovery on parallel structure that has 
had encouraging results. Following a second financing with CEF Holdings Limited (CEF), NexGen is 
well financed with over C$140 mln in cash, which should provide sufficient funds for near-term 
exploration and general corporate purposes. 

NexGen is headquartered in Vancouver, Canada and is listed on Toronto and New York Stock 
Exchange (NXE-TSX and NXE-NYSE). NexGen currently has about 346 mln shares outstanding but 
we note if the convertible debentures owned by CEF were converted there would be about 395 
mln shares outstanding.  

Asset Overview 

NexGen’s major asset is the high-grade undeveloped Arrow deposit on the Rook I property in 
Saskatchewan, Canada. It is located in the southwest part of the Athabasca basin about 70 km 
from the Cluff Lake mine that was operated by Orano in the 1990s. It is one of the highest- grade 
undeveloped deposits in the basin and as shown in Exhibit 40, is located in the basement rock, 
which may mean unlike the sandstone hosted deposits it will likely not require freezing given the 
more competent ground conditions which has positive implications for costs.  

Exhibit 40: Location of Athabasca Uranium Deposits 

Source: NexGen Energy Ltd. 
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A PEA released in July, 2017 has indicated Arrow could support an average annual production 
level of over 18 mln lbs with higher production in the early years. Exhibit 41 below highlights the 
characteristics of NexGen’s key asset. 

Exhibit 41: NexGen’s Key Asset 

 
Source: NexGen Energy Ltd., Raymond James Ltd. 

Reserves and Resources 

Arrow is the one of the highest-grade undeveloped deposits in the basin with an indicated mineral 
resource of 1.18 Mt grading 6.88% U3O8 (uranium including 164.9 mln lbs grading 18.84%). 
Exhibit 42 compares Arrow to Cameco’s world-class McArthur River and Cigar Lake mines in the 
eastern part of the basin and shows why we believe Arrow is one of the best undeveloped 
uranium assets in the world.  

Exhibit 42: Comparison of Arrow with McArthur River and Cigar Lake  

 
Source: NexGen Energy Ltd., Cameco Corp., Raymond James Ltd. 

Operating Forecasts 

A summary of the PEA produced by RPA and released in July 2017 is shown in Exhibit 43. 

Exhibit 43: Summary of Arrow Deposit PEA 

Source: NexGen Energy Ltd. 

Given the preliminary nature of a PEA we have assumed higher initial capital costs (C$1.35 bln) 
and higher sustaining capital. We have also assumed higher operating costs (+10%) even though 
the PEA used underground mining costs than were at the high end of benchmarks. 

Exhibit 44 highlights our economic assumptions for Arrow assuming a US$50/lb. 

Key Assets Status Ownership Country Metal Resource Grade

Arrow PEA 100% Canada U3O8
 1,18 Mt M&I 

4.25 Mt Inf

6.88% M&I 

1.30% Inf

(Mt) (%) (mln lbs) (Mt) (%) (mln lbs) (Mt) (%) (mln lbs) (mln lbs) 

Asset 2P Grade Contained M&I Grade Contained Inf. Grade Contained Total Contained

McArthur River 1.691 9.63 359.1 105.4 3.01 7.0 76.8 5.01 8.5 374.6

Cigar Lake 0.602 14.91 197.9 307.5 14.49 98.2 180 5.97 23.7 319.8

Arrow 1.18 6.88 179.5 4.25 1.3 122.1 301.6

A2 High Grade 0.4 18.84 164.9 8.6 173.5
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Exhibit 44: RJL Arrow Project Estimates 

 
Source: NexGen Energy, Raymond James Ltd. 

Balance Sheet Analysis  

Following its second financing with CEF Holdings, NexGen has about C$143 mln in cash which we 
believe is sufficient for its near-term needs. However, longer term to develop Arrow we estimate 
that it will have to raise over C$1.5 bln which we finance through C$1.1 bln in debt and another 
C$550 mln in equity at an issue price of C$3.25/share. Our liquidity forecasts are shown in Exhibit 
45. 

Exhibit 45: NexGen Energy Liquidity Forecast 

 
Source: Raymond James Ltd.  

Exhibit 46: NexGen Energy Balance Sheet Metrics 

 
Source: NexGen Energy Ltd., Raymond James Ltd. 

Trading Liquidity 

NexGen’s market liquidity is lower than Cameco’s, but we note it is listed on the NYSE which could 
help share liquidity. Average trading volume is approximately 643 thousand shares. The current 
market capitalization is ~C$878 mln and the enterprise value is ~C$900 mln. 

Exhibit 47: NexGen Energy Market Statistics and Liquidity 

 
Source: Capital IQ 

Jurisdictional Risk 

Almost all of NexGen’s assets are in Saskatchewan, Canada and thus the company has lower 
jurisdictional risk. 

Timeline

Mine Life (years) 14 yrs

Production Start date (year) 2025

Operations

Resource Size (Mln lbs) 301.5

LOM mill annual throughput (Mt) 0.509

LOM Avg U3O8 Grade (%) 1.80%

LOM Avg U3O8 Recovery (%) 95%

Production

LOM Avg. U3O8 Production (mln lbs) 18.8

Costs

LOM Avg. Cash Cost (US$/lb) $6.71

CapEx

Start-Up CapEx (C$ mln) $1,350

LOM Sustaining CapEx (C$ mln) $750
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Net debt (cash) C$6 C$38 C$85 ($83)

Net debt / NTM EBITDA nm nm nm nm

Price / CFPS nm nm nm nm

FCF Yield nm nm nm nm

Market Statistics 
Share Price C$2.54 Shares Basic (mln) 345.5
52 Week High/Low C$3.58-2.12 Shares Fully Diluted (mln) 552.2

Market Cap. (mln) C$878 Free Float % 85%
Enterprise Value (mln) C$900 4-Wk. Avg. Daily Vol. ('000) 643
Fiscal YE Dec. 31 TTM Div Yield (%) 0.0%
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Exhibit 48: NexGen Energy Operating NAV by Geography 

 
Source: Raymond James Ltd. 
 

 

Valuation and Recommendation 

We rate NexGen Outperform with a C$5.00/share price target. Our target is based on a 1.0x 
multiple to our financed operating NAVPS estimate of C$5.21 (with net corporate adjustments 
included at 1.0x), which implies a target price of C$5.00. 

Our target price derivation for NXE is shown in Exhibit 49. 

Exhibit 49: NexGen Energy Valuation Methodology 

 
Source: Raymond James Ltd.  

P/NAV Valuation: We believe an appropriate way to determine the long-term value of a mining 
company is the NAV approach as it takes into account reserve life, cost structures, capital cost 
requirements, growth prospects, timing and debt structure all in one statistic. Given Arrow is not 
an operating mine and requires financing in our NAV valuation, we assume the project is 
developed with C$1.1 bln in debt and C$550 mln in equity financing so our NAV reflects this 
dilution. Using a discount rate of 8% on the operating assets and adding the financial assets and 
liabilities, we have derived a NAV estimate for NexGen of C$2,877 mln as shown in Exhibit 50. 

Exhibit 50: NexGen Energy Net Asset Value Estimate 

 
Source: Raymond James Ltd.  

NAV Sensitivity 

We highlight NexGen’s operating NAV sensitivity to our uranium price and Canadian dollar 
forecast in Exhibit 51.  

Valuation (@8% discount rate)

Weight Target

Price / NAVPS* 100% 1.0x

P/NAVPS Valuation C$5.21

Valuation C$5.21

Target Price: C$5.00

* Target multiple is applied to the mining assets, with net cash included at par

Valuation (@8% discount rate) C$ mln C$/share

Arrow 2,361 4.28 100%

Minesite NAV 2,361 4.28 100%

Cash and cash equivalents 143 0.26 

Debt obligations (151) (0.27)

Cash from future equity 550 1.00 

Other corporate adjustments (26) (0.05)

Net Asset Value (8%) 2,877 5.21 

% of minesite NAV
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Exhibit 51: NexGen Energy NAV Sensitivity 

 

Source: Raymond James Ltd. 

Attractive Relative Valuation: NXE shares are currently trading at a P/NAV of ~0.5x, within their 
historic range of ~0.2x-0.9x. 

Exhibit 52: Historic NexGen Energy P/NAV 

 
Source: Capital IQ 

Applying a P/NAV multiple of 1.0x (versus Cameco at 1.25x given NexGen is a development play 
and has financing and permitting risk offset by the quality of the deposit) to our NAV of C$5.21 we 
derive a target price of C$5.00. 

EV/EBITDA Valuation not Appropriate: Given the company is currently developing assets, we do 
not believe near-term valuation methods, such as EV/EBITDA, with emphasis on current EBITDA 
are appropriate at this time.   
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Risks 

Commodity Price Risk: Prices for the commodities that the company produces or the company 
plans to produce may fluctuate and may have a large influence on the company’s forecasted 
earnings, cash flows, asset values and share price. Sustained low prices could also have a material 
adverse impact on the company’s financial position and ability to raise capital. 

Jurisdictional, Social, and Permitting Risk: The company’s potential operations could face 
substantial jurisdictional, social, and permitting risk.  

Reserve/Resource Risk: Although the company may have NI43-101 compliant resources, there 
exists a risk that further work leads to a deterioration of the grade and/or size of ore deposits. 
Also, our outlook may hinge on expansion and/or construction of current and future operations. 
Further work may show additional resources, expansions and upgrades are not possible. 

Cost Estimate, Production and Inflation Risk: Our outlook assumes certain future capital and 
operating costs for the company’s potential operations. Our estimates may prove to be optimistic 
and we may have underestimated costs, in which case the economic potential of the project and 
our valuation may be lower than we current forecast. There also remains the risk that costs may 
increase in the future. 

Regulatory Risk: Potential operations may be subject to extensive regulations which could delay 
or suspend operations. 

Environmental Risk: Current operations, historical operations and/or future operations may be 
subject to stringent environmental regulations which could result in significant costs and/or 
impact operations. 
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Financial Statements 

Exhibit 53: NexGen Energy Financial Summary – RJL Estimates 

 
Source: NexGen Energy Ltd., Raymond James Ltd. 

  

Financial Summary (C$ mln) 2017A 2018E 2019E 2020E

Income Statement

Revenue $0 $0 $0 $0

Operating Costs $0 $0 $0 $0

Depreciation $1 $1 $0 $0

Gross Profit ($1) ($1) $0 $0

G&A $8 $10 $11 $11

Exploration $0 $0 $0 $0

Other expenses $9 $7 $0 $0

Earnings from Operations ($18) ($18) ($11) ($11)
Other Expenses (incl. finance) $38 ($13) $11 $11
Non-Controlling Interest $1 ($0) $0 $0

Attributable Net Income ($57) ($5) ($22) ($22)

Adjusted Net Income ($57) ($40) ($22) ($22)

FD shares outstanding 322 361 346 376

Adjusted EPS ($0.18) ($0.11) ($0.06) ($0.06)

EBITDA ($17) ($17) ($11) ($11)

Cash Flow Statement

Cash flow from operations ($11) ($16) ($22) ($22)

Changes in working capital ($0) ($1) $0 $0

Operating cash flow (b/f working capital) ($11) ($15) ($22) ($22)

Cash flow per share ($0.03) ($0.04) ($0.06) ($0.06)

Capital Expenditures ($38) ($39) ($25) ($10)

Free cash flow ($49) ($54) ($47) ($32)

Free cash flow per share ($0.15) ($0.16) ($0.14) ($0.08)

Balance Sheet

Cash and equivalents $165 $113 $66 $234

Other current assets $1 $1 $1 $1

Total currrent assets $166 $114 $67 $235

PP&E $157 $200 $225 $235

Other non-current assets $0 $0 $0 $0

Total assets $323 $314 $292 $470

Current portion of LT debt $0 $0 $0 $0

Other current liabilities $3 $4 $4 $4

Total currrent liabilities $3 $4 $4 $4

Long-term debt $171 $151 $151 $151

Other long-term liabilities ($0) ($0) ($0) ($0)

Total long-term liabilities $172 $151 $151 $151

Shareholder equity $136 $144 $122 $300

Non-controlling interest $12 $15 $15 $15

Total liabilities & s/h equity $323 $314 $292 $470
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Management Bios 

Exhibit 54: NexGen Energy Management Bios 

 
Source: NexGen Energy Ltd., Raymond James Ltd. 

 

 

 

 

 

  

Officer Title Background

Leigh Curyer Chief Executive Officer

Mr. Curyer has over 20 years experience in the resources and corporate sector. Mr. Curyer is the founder, President & Chief Executive Officer of 

NexGen Energy Ltd. and was previously the Chief Financial Officer and head of corporate development of Southern Cross Resources (now Uranium 

One). In addition, for three years Mr. Curyer was Head of Corporate Development for Accord Nuclear Resource Management assessing uranium 

projects worldwide for First Reserve Corporation, a global energy -- focused private equity and infrastructure investment firm.

Bruce Sprague Chief Financial Officer

Bruce Sprague was most recently Partner, Canadian Mining and Metals Sector for Ernst & Young and has over 25 years of experience advising 

multinational and emerging corporations on business issues in a broad range of countries. Mr. Sprague led key client teams for some of the largest 

Canada-based mining companies on strategic business initiatives and growth platforms.  He is also a frequent lecturer at numerous mining industry 

forums on a broad range of topics and an author for several publications on tax and mining issues. Mr. Sprague is currently a member of the Board 

of Directors of the Association for Mineral Exploration of British Columbia (AMEBC), a member of the Industry Advisory Committee for the UBC 

Norman B. Keevil Institute of Mining Engineering, a member of the Advisory Council of the Canadian International Resources and Development 

Institute (CIRDI) and a former member of the Board of Directors for the Prospectors and Developers Association of Canada (PDAC). Mr. Sprague is a 

Chartered Accountant, Certified Public Accountant (U.S.), Chartered Financial Planner and holds a Bachelor of Commerce Degree from Carleton 

University.

Travis McPherson
Vice President Corporate 

Development

Mr. McPherson has worked in the global mining sector across a variety of commodities and jurisdictions for 8 years. Mr. McPherson is currently 

Corporate Development Manager at NexGen Energy and is also a Senior Advisor to IsoEnergy Ltd. and Vice President of NxGold Ltd. Prior to NexGen, 

Mr. McPherson was head of corporate development for a TSX-listed gold producer and developer where he was involved in a variety of corporate 

mandates including M&A as well as mine permitting, feasibility, financing and construction. Mr. McPherson began his career in the natural resource 

group of an independent boutique Canadian investment bank. He holds a Bachelor of Commerce degree from the Sauder School of Business at the 

University of British Columbia.

James Hatley
Senior Vice President, Project 

Development

James Hatley was most recently a consultant, upstream continuous excellence for Saudi Aramco. Prior to joining Saudi Aramco, Mr. Hatley spent 13 

years at Cameco Corporation where he began as a corporate Senior Geotechnical Engineer at McArthur River, Cigar Lake and Rabbit Lake operations, 

proceeding to Chief Mine Engineer of McArthur River Operations, Superintendent Resource Development at McArthur River, Director, McArthur 

River Expansion program as well as working on various Life of Asset plans, strategic relationships with customers and regulatory engagement efforts. 

Mr. Hatley joins NexGen as Senior Vice President, Project Development with over 25 years in the metals and mining sector starting with Placer Dome 

Inc., then to Respec Inc. before moving to Cameco in 2003. Mr. Hatley is a Professional Engineer (P.Eng.), Project Management Professional (PMP) 

and holds a Masters of Business Administration from Athabasca University. Mr. Hatley was a Board Member of the Saskatchewan Mining 

Association for three terms and received a CIM Fellowship for “over 20 Years of Technical Leadership”.

Troy Boisjoli
Vice President, Operations & 

Project Development

Troy Boisjoli is the Vice President Operations and Project Development for NexGen Energy Ltd. He holds a Bachelor of Science in Geology from St. 

Norbert College, De Pere Wisconsin, as well as a geoscience license with the Association of Professional Engineers and Geoscientists of 

Saskatchewan. Mr. Boisjoli has over a decade of experience in uranium exploration, operations, mining and mineral resource estimation in the 

Athabasca Basin, Saskatchewan. Prior to joining NexGen Energy in 2016, he worked as the Chief Geologist at the underground Eagle Point Uranium 

mine for Cameco Corporation, where he lead a team that increased the mineral resources threefold while reducing drilling and discovery costs. In 

addition, while at Eagle Point he lead a team that implemented innovative processes that lead to improved grade control, production reconciliation 

and short range and life of mine planning.



Mining & Natural Resources | Uranium Canada Research | Page 45 of 63 

Raymond James Ltd. | 2100 – 925 West Georgia Street | Vancouver BC Canada V6C 3L2  

Uranium Participation Corporation – U:TSX – Outperform Rating – C$5.25 Target – Brian MacArthur 

We are resuming coverage of Uranium Participation Corporation (UPC) with an Outperform rating 
and a C$5.25/share target price, implying a 16% return. UPC is a publically traded corporation that 
invests substantially all of its assets in uranium oxide in concentrates (U3O8) and uranium 
hexafluoride (UF6), with the primary investment objective of achieving appreciation in the value 
of its uranium holdings through increases in the uranium price. Denison Mines serves as the 
company’s manager under a management services agreement and takes direction from the UPC 
Board of Directors. It can manage the premium/discount to NAV by using an NCIB if trading at a 
discount or issue equity at a premium and 85% of the net proceeds of equity offerings are to be 
invested, or held for investment, in uranium holdings.  

Our target is based on a 1.0x multiple to our NAVPS estimate of C$5.18 which implies a target 
price of C$5.25. 

Investment Highlights  

 Pure-play Exposure: UPC offers a “pure-play” exposure to uranium pricing through its 
investments in uranium oxide (U3O8) and uranium hexafluoride (UF6). 

 Minimal Operational Risk: With no producing assets, UPC’s exposure to the uranium market 
comes with minimal operational risk or resource risk.  

 Minimum Jurisdictional Risk: With uranium stored at facilities in Canada, France, England, 
Germany, the Netherlands, and the United States it has very low jurisdictional risk. 

Key Risks 

 Single-Asset Risk: Given U3O8 and UF6 represents over 90% of the value, any negative news 
with respect to uranium could have a material impact on the shares. 

 Low Share Liquidity.  

Potential Catalysts 

 Uranium Price Moves: Uranium price movements will impact the value of the company and 
lead to premiums or discounts to NAV. 
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Exhibit 55: Uranium Participation Corp. Financial and Operating Summary 

 
Source: Uranium Participation Corporation, Capital IQ, Raymond James Ltd. 

  

RAYMOND JAMES LTD. RESEARCH
Rating: OP2 (U-T) Analyst: Brian MacArthur  416-777-4914 brian.macarthur@raymondjames.ca

6-12 Mth Target C$5.25 NAVPS C$5.18 Associate: Chris Law 416-777-7144 chris.law@raymondjames.ca

Projected Return: 16% YR-END: Feb 28 Management

Investment Thesis David Cates, President and CEO Mac McDonald, CFO

Reporting Currency: C$ 15-Aug-18

Market Statistics 

Share Price C$4.54 Shares Basic (mln) 138.1

52 Week High/Low C$4.68-3.47 Shares Fully Diluted (mln) 138.1

Key Attributes: Market Cap. (mln) C$627 Free Float 100%

Enterprise Value (mln) C$596 4-Wk. Avg. Daily Vol. ('000) 226

Fiscal YE Feb 28 TTM Div Yield (%) 0.0%

2016.0 2018.0 2019.0 2020.0 2021.0

- Minimal operating risk Financial Metrics 2018A 2019E 2020E 2021E

Key Concerns: Income Statement

Gross Profit ($mln) -33 222 136 221

EBITDA ($mln) -38 218 133 218

Reported Inventory (mln lbs/kg) (C$mln) (US$mln) EBIT ($mln) -38 218 133 218

as of 31-Jul-18 Quantity Cost Mkt Value* Net Earnings ($mln) -37 218 133 218

 Uranium oxide conc. (U3O8, in lbs) 14.2 644.7 365.5 EPS ($) -0.30 1.60 0.96 1.58
 Uranium Hexafluoride (UF6 in kg) 1.1 185.4 85.5 Cash Flow Statement

 Total U3O8 eq. lbs 17.5 830.1 450.9 Operating Cash Flow (mln) -4 -4 -3 -3

*Based on current market prices CFPS ($) (pre-w/c adj) 0 0 0 0

Average Cost Investing Cash Flow ($mln) -35 -16 0 0

U3O8 (per lb) Financing Cash Flow ($mln) 0 0 0 0

UF6 (per KgU) FCF ($mln) -39 -20 -3 -3

2018.0 2019.0 2020.0 2021.0 FCF per share -0.29 -0.14 -0.02 -0.02

Assumptions 2018A 2019E 2020E 2021E Balance Sheet

RJL Uranium Forecast US$/lb $22.59 $25.99 $33.83 $40.00 Cash ($mln) 5 7 4 1

ST Investments ($mln) 0 0 0 0

Working Capital ($mln) 8 6 3 0

Total Debt ($mln) 0 0 0 0

Common Equity ($mln) 463 703 836 1054

Valuation Metrics 2018A 2019E 2020E 2021E

EBITDA Margin (%) nm nm nm nm

EV/EBITDA (x) nm nm nm nm

P/CF (x) nm nm nm nm

FCF Yield nm nm nm nm

P/E (x) nm nm nm nm

Current Ratio 4.2x 3.4x 2.1x 0.8x

Price/Book 1.3x 0.9x 0.7x 0.6x

Debt/(Debt+Equity) % nm nm nm nm

ROE % -8% 37% 17% 23%

ROIC % -8% 37% 17% 23%

Valuation @ US$32 /lb U3O8 C$ mln C$/share

Uranium Inventory 718 5.20 

Cash and cash equivalents 10 0.08 

LT financial and other assets 0 0.00 

Debt obligations 0 0.00 

Corporate G&A (13) (0.10)

Net Asset Value 715 5.18 

Weight Target

Price / NAVPS* 100% 1.0x

P/NAVPS Valuation C$5.18

Valuation C$5.18

Target Price: C$ 5.25

*Target multiple is applied to uranium inventory, with net cash included at par

Uranium Participation Corporation is a company that invests substantially all of its assets in uranium oxide 

concentrates (U3O8) and uranium hexafluoride (UF6), with the primary investment objective of achieving 

appreciation in the value of its uranium holdings through increases in the uranium price. The shares are listed on 

the Toronto Stock Exchange under the symbol "U".

Avg Cost (US$)

Relative Performance (U vs. U3O8)

Uranium Participation Corporation

C$46.12 US$41.72

C$165.98 US$153.86

Historical P/NAV

Avg Cost (C$)

- Strategically invests in U3O8 and UF6 to achieve value appreciation

- Low jurisdictional risk

NAV Breakdown (%)

- Can issue equity when shares trade at a premium to NAV (>85% proceeds used for uranium purchase)

- Non-diversified and uranium price risk

- Low liquidity in the uranium market

NAV Sensitivity to Commodity Price Assumptions
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Company Overview 

UPC is a publically traded corporation that invests substantially all of its assets in uranium oxide in 
concentrates (U3O8) and uranium hexafluoride (UF6), with the objective of achieving appreciation 
in the value of its uranium holdings through increases in the uranium price. Denison Mines serves 
as the company’s manager under a management services agreement and takes direction from the 
UPC Board of Directors. It can manage the premium/discount to NAV by using an NCIB if trading at 
a discount or issue equity at a premium. 85% of the net proceeds of equity offerings are to be 
invested, or held for investment, in uranium holdings. On May 31, 2018 UPC completed its latest 
bought deal equity offering of 5.6 mln common shares (at a price of C$4.10/share, which included 
the full exercise of the over-allotment option granted to the underwriters, for gross proceeds of 
~C$23 mln. 

UPC is headquartered in Toronto, Canada and is listed on Toronto Stock Exchange with about 138 
mln shares outstanding. 
 
Asset Overview 

UPC’s major assets are its holdings in U3O8 and UF6. Exhibit 56 shows its holdings as at July 31, 
2018.  

Exhibit 56: Uranium Participation Corp. Uranium Holdings 

 
*Based on market prices 

Source: Uranium Participation Corp., Raymond James Ltd.  

Balance Sheet Analysis  

On May 31 2018, UPC completed its latest bought deal equity offering of 5.6 mln common shares 
(at a price of C$4.10/share, which included the full exercise of the over-allotment option granted 
to the underwriters) for gross proceeds of ~C$23 mln. At May 31 2018, UPC had ~C$30.5 mln in 
cash. Our liquidity forecasts are shown in Exhibit 57. 

Exhibit 57: Uranium Participation Liquidity Forecast 

 
Source: Raymond James Ltd.  

Exhibit 58: Uranium Participation Corp. Balance Sheet Metrics 

 
Source: Uranium Participation Corp., Raymond James Ltd. 

Trading Liquidity 

UPC’s market liquidity is lower than some of the other uranium companies in our coverage 
universe. Average volume trading volume is approximately 226 thousand shares. The current 
market capitalization is ~C$627 mln and the enterprise value is ~C$596 mln. 

Reported Inventory (mln lbs/kg) (C$mln) (US$mln)

as of 31-Jul-18 Quantity Cost Mkt Value*

 Uranium oxide conc. (U3O8, in lbs) 14.2 644.7 365.5

 Uranium Hexafluoride (UF6 in kg) 1.1 185.4 85.5

 Total U3O8 eq. lbs 17.5 830.1 450.9
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Exhibit 59: Uranium Participation Corp. Market Statistics and Liquidity 

 
Source: Capital IQ 

Valuation and Recommendation 

We rate Uranium Participation Corp. Outperform with a C$5.25/share price target. Our target is 
based on a 1.0x multiple to our NAVPS estimate of C$5.18 (assuming US$32/lb U3O8, with net 
corporate adjustments included at 1.0x), which implies a target price of C$5.25. 

Our target price derivation for Uranium Participation Corp. is shown in Exhibit 60. 

Exhibit 60: Uranium Participation Corp. Valuation Methodology 

 
Source: Raymond James Ltd.  

P/NAV Valuation: We believe an appropriate way to determine the net asset value of a holding 
company is to value the underlying assets. Our NAV for Uranium Participation Corp. is shown in 
Exhibit 61. 

Exhibit 61: Uranium Participation Corp. Net Asset Value Estimate 

 
Source: Raymond James Ltd.  

NAV Sensitivity 

We highlight operating NAV sensitivity to our long-term realized uranium price and Canadian 
dollar in Exhibit 62.  

Market Statistics 

Share Price C$4.54 Shares Basic (mln) 138.1

52 Week High/Low C$4.68-3.47 Shares Fully Diluted (mln) 138.1

Market Cap. (mln) C$627 Free Float 100%

Enterprise Value (mln) C$596 4-Wk. Avg. Daily Vol. ('000) 226

Fiscal YE Feb 28 TTM Div Yield (%) 0.0%

Valuation @ US$32 /lb U3O8

Weight Target

Price / NAVPS* 100% 1.0x

P/NAVPS Valuation C$5.18

Valuation C$5.18

Target Price: C$5.25

* Target multiple is applied to uranium inventory, with net cash included at par

Valuation @ US$32 /lb U3O8 C$ mln C$/share

Uranium Inventory 718 5.20 

Cash and cash equivalents 10 0.08 

LT financial and other assets 0 0.00 

Debt obligations 0 0.00 

Corporate G&A (13) (0.10)

Net Asset Value 715 5.18 
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Exhibit 62: Uranium Participation Corp. NAV Sensitivity 

 
Source: Raymond James Ltd. 

Trading within its P/NAV Range: UPC shares are currently trading at a P/NAV of ~0.9x within their 
historic range of 0.7x-1.3x. 

Exhibit 63: Historic U P/NAV 

 
Source: Capital IQ, Raymond James Ltd. 

Applying a P/NAV multiple of 1.0x (the midpoint of its historical range) we derive a target price of 
C$5.25. 

EV/EBITDA Valuation not Appropriate: Given the company is an investment fund, we do not 
believe valuation methods, such as EV/EBITDA, with emphasis on current EBITDA are appropriate.   

Risks 

Commodity Price Risk: Given over 90% of the UPC’s assets are invested into uranium, changes in 
the price of U3O8 and UF6 could have a material impact on the shares. 
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Financial Statements 

Exhibit 64: Uranium Participation Financial Summary – RJL Estimates 

 
Source: Uranium Participation Corp., Raymond James Ltd. 

  

Financial Summary (C$ mln) 2018A 2019E 2020E 2021E

Income Statement

Uranium related gains/losses ($29) $222 $136 $221

Other gains/losses ($4) $0 $0 $0

Gross Profit ($33) $222 $136 $221

G&A $5 $4 $3 $3

Other expenses $0 $0 $0 $0

Earnings from Operations ($38) $218 $133 $218

Other Expenses (Income) ($1) ($0) ($0) $0

Non-Controlling Interest $0 $0 $0 $0

Attributable Net Income ($37) $218 $133 $218

Adjusted Net Income ($37) $218 $133 $218

FD shares outstanding 138 138 138 138

Adjusted EPS ($0.30) $1.60 $0.96 $1.58

EBITDA ($38) $218 $133 $218

Cash Flow Statement

Cash flow from operations ($4) ($4) ($3) ($3)

Changes in working capital $0 ($0) $0 $0

Operating cash flow (b/f working capital) ($4) ($4) ($3) ($3)

Cash flow per share ($0.04) ($0.02) ($0.02) ($0.02)

Capital Expenditures ($35) ($16) $0 $0

Free cash flow ($39) ($20) ($3) ($3)

Free cash flow per share ($0.31) ($0.14) ($0.02) ($0.02)

Balance Sheet

Cash and equivalents $5 $7 $4 $1

Other current assets $5 $0 $0 $0

Total currrent assets $10 $8 $5 $2

Uranium Investment $456 $698 $834 $1,054

Other non-current assets $0 ($0) ($0) $0

Total assets $466 $706 $839 $1,056

Current portion of LT debt $0 $0 $0 $0

Other current liabilities $2 $2 $2 $2

Total currrent liabilities $2 $2 $2 $2

Long-term debt $0 $0 $0 $0

Other long-term liabilities $0 $0 $0 $0

Total long-term liabilities $0 $0 $0 $0

Shareholder equity $463 $703 $836 $1,054

Total liabilities & s/h equity $466 $706 $839 $1,056
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Management Bios 

Exhibit 65: Uranium Participation Corp. Management Bios 

 
Source: Uranium Participation Corp., Raymond James Ltd. 

  

Officer Title Background

David Cates
President and Chief Executive 

Officer

Mr. Cates is currently the President and CEO of Denison Mines Corp. ("Denison") (the parent company of Denison Mines Inc., the Manager) and has 

held various roles with Denison during his tenure with the company. Through his various roles with Denison, Mr. Cates has been involved in 

numerous aspects of the Corporation, including the Corporation's acquisition of Uranium Limited in 2010, and all of the Corporation's tax and 

financial planning activities. Mr. Cates is a Chartered Professional Accountant (CPA, CA) and holds a Master in Accounting degree from the University 

of Waterloo.

Mac McDonald Chief Financial Officer

Mr. McDonald is a Chartered Professional Accountant (CPA, CA) and brings extensive financial experience to the role. Previously, Mr. McDonald held 

positions with PwC LLP providing audit, tax and other financial advisory services for global companies. Mr. McDonald has extensive knowledge in the 

areas of financial reporting in accordance with IFRS, risk and quality management, SOX and internal controls, as well as experience in public and 

private debt and equity offerings in Canada and the United States. Mr. McDonald also serves as Vice President Finance and Chief Financial Officer of 

Denison Mines Corp.

Scott Melbye Vice President, Commercial

Mr. Melbye joined UPC in September 2014 and is a 31-year veteran of the nuclear energy industry. Scott also currently holds the position of 

Executive Vice President of Texas-based, Uranium Energy Corporation. Through June 2014, Scott was Executive Vice President, Marketing for 

Uranium One, responsible for global sales activities. Prior to this, Scott spent 22 years with the Cameco Group of companies, most recently serving as 

President of the subsidiary responsible for managing the company's world-wide uranium marketing and trading activities (annual sales exceeding 30 

million pounds U3O8). Previous experience includes uranium brokerage and trading at Nukem Inc. in New York, and nuclear fuel procurement at the 

Palo Verde Nuclear Generating Station in Arizona. He currently serves as Chair of the Board of Governors of the World Nuclear Fuel Market (WNFM), 

and is a past President of the Uranium Producers of America.

Amanda Willett Corporate Secretary

Ms. Willett is the Corporate Secretary of the Corporation, DMC and the Manager. Ms. Willett joined DMC as Corporate Counsel and Corporate 

Secretary in 2016 and is responsible for overseeing DMC's legal affairs. Previously, Ms. Willett was a securities law associate at Blake, Cassels & 

Graydon LLP in Vancouver, a position she held since 2011. Prior to that, she was a corporate and securities law associate with Stikeman Elliott LLP in 

Toronto. Her practice focused on advising public and private companies on matters including mergers and acquisitions, joint ventures, securities 

offerings, securities law and stock exchange compliance matters, and general corporate matters. She has been involved in a broad range of 

transactional and corporate governance work for companies listed on the TSX and the TSX Venture Exchange, with an emphasis on advising 

companies in the mining industry. Ms. Willett graduated from York University in 2007 with an LL.B. from Osgoode Hall Law School and an MBA 

degree from the Schulich School of Business. She is a member of both the Ontario and British Columbia Bars.



Canada Research | Page 52 of 63 Mining & Natural Resources | Uranium 

 Raymond James Ltd. | 2100 – 925 West Georgia Street | Vancouver BC Canada V6C 3L2 

Uranium 

Cameco Corporation CCO-TSX 

Rating:   Outperform Suitability:  High Risk/Growth 

Current Price (Aug-15-18) C$13.54 Target Price (6-12 mos) C$16.00 
52-Week Range C$15.95 - C$9.90 Total Return to Target 18% 
Market Capitalization (mln) C$5,359 Dividend/Yield C$0.08/0.6% 
Shares Outstanding (mln, basic) 396.0 Current Net Debt (mln) C$991 
10 Day Avg Daily Volume (000s) 767 Enterprise Value (mln) C$6,350 

 

EPS  1Q 2Q 3Q 4Q Full Revenue NAVPS EV/ P/NAV 
  Mar Jun Sep Dec Year (mln)  EBITDA  

 2017A C$(0.07) C$(0.11) C$(0.31) C$(0.15) C$(0.65) C$2,157  11.3x  
Old 2018E 0.06A (0.19)A 0.05 0.35 0.26 1,996 10.68   

New 2018E 0.06A (0.19)A 0.05 0.35 0.26 1,996 10.68 14.7x 1.3x 
Old 2019E 0.09 0.07 (0.01) 0.03 0.17 1,452 NA   

New 2019E 0.09 0.07 (0.01) 0.03 0.17 1,452 NA 14.8x NA 
 

  Uranium Uranium        
  Production 

(Mlbs) 
Price 

(US$/lb) 
       

 2017A 23.8 US$22.20        
Old 2018E 12.0 24.60        

New 2018E 12.0 24.60        
Old 2019E 11.9 33.00        

New 2019E 11.9 33.00        
 

Source: Raymond James Ltd., Thomson One 
 

 

Denison Mines Corp. DML-TSX 

Rating:  Old: Under Review  New: Market Perform Suitability:  High Risk/Speculation 
Current Price (Aug-15-18) C$0.63 Target Price (6-12 mos) Old: UR    New: C$0.90 
52-Week Range C$0.80 - C$0.50 Total Return to Target 43% 
Market Capitalization (mln) C$352 Dividend/Yield C$0.00/0.0% 
Shares Outstanding (mln, basic) 559.2 Current Net Debt (mln) -C$30 
10 Day Avg Daily Volume (000s) 414 Enterprise Value (mln) C$323 
Shares Outstanding (mln, f.d.) 0   

 

EPS  1Q 2Q 3Q 4Q Full Revenue NAVPS P/E P/NAV 
  Mar Jun Sep Dec Year (mln)    

 2017A US$0.00 US$(0.01) US$(0.01) US$0.00 US$(0.03) US$14  nm  
Old 2018E NA NA NA NA NA NA NA   

New 2018E (0.01)A (0.01)A (0.01) (0.01) (0.04) 15 0.68 nm 0.7x 
Old 2019E NA NA NA NA NA NA NA   

New 2019E (0.01) (0.01) (0.01) (0.01) (0.02) 14 NA nm NA 
 

  Working Uranium        
  Capital (mln) Price 

(US$/lb) 
       

 2017A US$37.4 US$22.19        
Old 2018E NA NA        

New 2018E 19.1 24.59        
Old 2019E NA NA        

New 2019E 9.2 33.00        
 

Source: Raymond James Ltd., Thomson One 
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Uranium 

NexGen Energy Ltd. NXE-TSX 

Rating:   Outperform Suitability:  Old: High Risk/Growth  New: High Risk/Speculation 

Current Price (Aug-15-18) C$2.54 Target Price (6-12 mos) C$5.00 
52-Week Range C$3.58 - C$2.12 Total Return to Target 97% 
Market Capitalization (mln) C$878 Dividend/Yield C$0.00/0.0% 
Shares Outstanding (mln, basic) 346.0 Current Net Debt (mln) C$8 
10 Day Avg Daily Volume (000s) 349 Enterprise Value (mln) C$900 

 

EPS  1Q 2Q 3Q 4Q Full Revenues NAV EV/ P/NAV 
  Mar Jun Sep Dec Year (mln)  EBITDA  

 2017A C$(0.08) C$0.01 C$(0.01) C$(0.10) C$(0.18) C$0  nm  
Old 2018E (0.01)A (0.07)A (0.02) (0.02) (0.11) 0 5.22   

New 2018E (0.01)A (0.07)A (0.02) (0.02) (0.11) 0 5.21 nm 0.5x 
Old 2019E (0.02) (0.02) (0.02) (0.02) (0.06) 0 NA   

New 2019E (0.02) (0.02) (0.02) (0.02) (0.06) 0 NA nm NA 
 

  Uranium Uranium Capex       
  Production 

(Mlbs) 
Price 

(US$/lb) 
(mln)       

 2017A 0.0 US$22.20 C$(37.8)       
Old 2018E 0.0 24.60 (38.6)       

New 2018E 0.0 24.60 (38.6)       
Old 2019E NA 33.00 (25.0)       

New 2019E NA 33.00 (25.0)       
 

Source: Raymond James Ltd., Thomson One 
 

 

Uranium Participation Corporation U-TSX 

Rating:  Old: Under Review  New: Outperform Suitability:  High Risk/Growth 
Current Price (Aug-15-18) C$4.54 Target Price (6-12 mos) Old: UR    New: C$5.25 
52-Week Range C$4.68 - C$3.47 Total Return to Target 16% 
Market Capitalization (mln) C$627 Dividend/Yield C$0.00/0.0% 
Shares Outstanding (mln, basic) 138.1 Current Net Debt (mln) -C$30 
10 Day Avg Daily Volume (000s) 203 Enterprise Value (mln) C$596 
Shares Outstanding (mln, f.d.) 0.0   

 

EPS  1Q 2Q 3Q 4Q Full Revenue NAVPS P/E P/NAV 
  May Aug Nov Feb Year (mln)    

 2018A C$(0.45) C$(0.15) C$0.41 C$(0.12) C$(0.30) nm  nm  
Old 2019E NA NA NA NA NA NA NA   

New 2019E 0.28A 0.68 0.31 0.31 1.60 nm 5.18 nm 0.9x 
Old 2020E NA NA NA NA NA NA NA   

New 2020E 0.32 0.12 0.26 0.26 0.96 nm NA nm NA 
 

  Uranium         
  Price 

(US$/lb) 
        

 2018A US$22.59         
Old 2019E NA         

New 2019E 25.99         
Old 2020E NA         

New 2020E 33.83         
 

Source: Raymond James Ltd., Thomson One 
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Company Citations 

Company Name Ticker Exchange Currency Closing Price RJ Rating RJ Entity 

Centerra Gold Inc. CG TSX C$ 5.73 3 RJ Ltd. 
IAMGOLD Corporation IAG NYSE US$ 4.13 3 RJ Ltd. 
Kinross Gold Corporation KGC NYSE US$ 2.89 2 RJ Ltd. 

       
Notes:  Prices are as of the most recent close on the indicated exchange and may not be in US$.  See Disclosure section for rating definitions.  
Stocks that do not trade on a U.S. national exchange may not be registered for sale in all U.S. states. NC=not covered. 
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IMPORTANT INVESTOR DISCLOSURES 
Raymond James & Associates (RJA) is a FINRA member firm and is responsible for the preparation and distribution of research created in 
the United States. Raymond James & Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, 
FL 33716, (727) 567-1000. Non-U.S. affiliates, which are not FINRA member firms, include the following entities which are responsible for 
the creation and distribution of research in their respective areas; In Canada, Raymond James Ltd. (RJL), Suite 2100, 925 West Georgia 
Street, Vancouver, BC V6C 3L2, (604) 659-8200; In Europe, Raymond James Euro Equities, SAS, 40, rue La Boetie, 75008, Paris, France, +33 
1 45 61 64 90, and Raymond James Financial International Ltd., Broadwalk House, 5 Appold Street, London, England  EC2A 2AG, +44 203 
798 5600. 

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in 
any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation.  The securities discussed in this document may not be eligible for sale in some jurisdictions.  This research is not an offer to 
sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It does not 
constitute a personal recommendation nor does it  take into account the particular investment objectives, financial situations, or needs 
of individual clients.  Information in this report should not be construed as advice designed to meet the individual objectives of any 
particular investor.    Investors should consider this report as only a single factor in making their investment decision. Consultation with 
your investment advisor is recommended. Past performance is not a guide to future performance, future returns are not guaranteed, and 
a loss of original capital may occur. 

The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell 
any security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such 
information is accurate or complete. Persons within the Raymond James family of companies may have information that is not available 
to the contributors of the information contained in this publication. Raymond James, including affiliates and employees, may execute 
transactions in the securities listed in this publication that may not be consistent with the ratings appearing in this publication.   

With respect to materials prepared by Raymond James Ltd. (“RJL”), all expressions of opinion reflect the judgment of the Research 
Department of RJL, or its affiliates, at this date and are subject to change. RJL may perform investment banking or other services for, or 
solicit investment banking business from, any company mentioned in this document.  

Raymond James (“RJ”) research reports are disseminated and available to RJ’s retail and institutional clients simultaneously via electronic 
publication to RJ's internal proprietary websites (RJ Investor Access & RJ Capital Markets). Not all research reports are directly distributed 
to clients or third-party aggregators. Certain research reports may only be disseminated on RJ's internal proprietary websites; however 
such research reports will not contain estimates or changes to earnings forecasts, target price, valuation, or investment or suitability 
rating. Individual Research Analysts may also opt to circulate published research to one or more clients electronically. This electronic 
communication distribution is discretionary and is done only after the research has been publically disseminated via RJ’s internal 
proprietary websites. The level and types of communications provided by Research Analysts to clients may vary depending on various 
factors including, but not limited to, the client’s individual preference as to the frequency and manner of receiving communications from 
Research Analysts. For research reports, models, or other data available on a particular security, please contact your RJ Sales 
Representative or visit RJ Investor Access or RJ Capital Markets. 

Links to third-party websites are being provided for information purposes only.  Raymond James is not affiliated with and does not 
endorse, authorize, or sponsor any of the listed websites or their respective sponsors.  Raymond James is not responsible for the content 
of any third-party website or the collection or use of information regarding any website’s users and/or members. 

In the event that this is a compendium report (i.e., covers 6 or more subject companies), Raymond James Ltd. may choose to provide 
specific disclosures for the subject companies by reference. To access these disclosures, clients should refer to: 
http://www.raymondjames.ca (click on Equity Capital Markets / Equity Research / Research Disclosures) or call toll-free at 1-800-667-
2899. 

ANALYST INFORMATION 

Analyst Compensation:  Equity research analysts and associates at Raymond James are compensated on a salary and bonus system. 
Several factors enter into the compensation determination for an analyst, including i) research quality and overall productivity, including 
success in rating stocks on an absolute basis and relative to the local exchange composite Index and/or a sector index, ii) recognition from 
institutional investors, iii) support effectiveness to the institutional and retail sales forces and traders, iv) commissions generated in 
stocks under coverage that are attributable to the analyst’s efforts, v) net revenues of the overall Equity Capital Markets Group, and vi) 
compensation levels for analysts at competing investment dealers.    

https://client.raymondjames.ca/
https://ecm.raymondjames.ca/
https://client.raymondjames.ca/
https://ecm.raymondjames.ca/
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The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject securities. No part of said 
person's compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in this 
research report. In addition, said analyst has not received compensation from any subject company in the last 12 months. 

RATINGS AND DEFINITIONS 

Raymond James Ltd. (Canada) definitions:  Strong Buy (SB1)  The stock is expected to appreciate and produce a total return of at least 
15% and outperform the S&P/TSX Composite Index over the next six months. Outperform (MO2)  The stock is expected to appreciate and 
outperform the S&P/TSX Composite Index over the next twelve months. Market Perform (MP3)  The stock is expected to perform 
generally in line with the S&P/TSX Composite Index over the next twelve months and is potentially a source of funds for more highly 
rated securities. Underperform (MU4)  The stock is expected to underperform the S&P/TSX Composite Index or its sector over the next 
six to twelve months and should be sold. 

Raymond James & Associates (U.S.) definitions:  Strong Buy (SB1)  Expected to appreciate, produce a total return of at least 15%, and 
outperform the S&P 500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain 
MLPs, a total return of at least 15% is expected to be realized over the next 12 months. Outperform (MO2)  Expected to appreciate and 
outperform the S&P 500 over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, 
an Outperform rating is used for securities where we are comfortable with the relative safety of the dividend and expect a total return 
modestly exceeding the dividend yield over the next 12-18 months. Market Perform (MP3)  Expected to perform generally in line with the 
S&P 500 over the next 12 months. Underperform (MU4)  Expected to underperform the S&P 500 or its sector over the next six to 12 
months and should be sold. Suspended (S)  The rating and price target have been suspended temporarily.  This action may be due to 
market events that made coverage impracticable, or to comply with applicable regulations or firm policies in certain circumstances, 
including when Raymond James may be providing investment banking services to the company.  The previous rating and price target are 
no longer in effect for this security and should not be relied upon. 

Raymond James Europe (Raymond James Euro Equities SAS & Raymond James Financial International Limited) rating definitions:  
Strong Buy (1)  Expected to appreciate, produce a total return of at least 15%, and outperform the Stoxx 600 over the next 6 to 12 
months. Outperform (2)  Expected to appreciate and outperform the Stoxx 600 over the next 12 months. Market Perform (3)  Expected to 
perform generally in line with the Stoxx 600 over the next 12 months. Underperform (4)  Expected to underperform the Stoxx 600 or its 
sector over the next 6 to 12 months. Suspended (S) The rating and target price have been suspended temporarily. This action may be due 
to market events that made coverage impracticable, or to comply with applicable regulations or firm policies in certain circumstances, 
including when Raymond James may be providing investment banking services to the company. The previous rating and target price are 
no longer in effect for this security and should not be relied upon. 

In transacting in any security, investors should be aware that other securities in the Raymond James research coverage universe might 
carry a higher or lower rating.  Investors should feel free to contact their Financial Advisor to discuss the merits of other available 
investments. 

Suitability Ratings (SR) 

Medium Risk/Income (M/INC)  Lower to average risk equities of companies with sound financials, consistent earnings, and dividend 
yields above that of the S&P 500. Many securities in this category are structured with a focus on providing a consistent dividend or return 
of capital. 

Medium Risk/Growth (M/GRW)  Lower to average risk equities of companies with sound financials, consistent earnings growth, the 
potential for long-term price appreciation, a potential dividend yield, and/or share repurchase program.  

High Risk/Income (H/INC)  Medium to higher risk equities of companies that are structured with a focus on providing a meaningful 
dividend but may face less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial 
and competitive issues, higher price volatility (beta), and potential risk of principal. Securities of companies in this category may have a 
less predictable income stream from dividends or distributions of capital.  

High Risk/Growth (H/GRW)  Medium to higher risk equities of companies in fast growing and competitive industries, with less 
predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial or legal issues, higher price 
volatility (beta), and potential risk of principal. 

High Risk/Speculation (H/SPEC)  High risk equities of companies with a short or unprofitable operating history, limited or less predictable 
revenues, very high risk associated with success, significant financial or legal issues, or a substantial risk/loss of principal. 

Note that Raymond James Ltd. (RJL) has developed a proprietary algorithm for risk rating individual securities. The algorithm utilizes data 
from multiple vendors, and all data is refreshed at least monthly. Accordingly, Suitability Ratings are updated monthly. The Suitability 
Rating shown on this report is current as of the report’s published date. In the event that a Suitability Rating changes after the published 
date, the new rating will not be reflected in research materials until the analyst publishes a subsequent report. 
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RATING DISTRIBUTIONS 

 Coverage Universe Rating Distribution* Investment Banking Distribution 

 RJL RJA  RJEE/RJFI RJL RJA  RJEE/RJFI 

Strong Buy and Outperform (Buy) 69% 57%  52% 33% 23%  0% 

Market Perform (Hold) 27% 39%  34% 12% 11%  0% 

Underperform (Sell) 4% 5%  15% 22% 5%  0% 

* Columns may not add to 100% due to rounding. 

 

RAYMOND JAMES RELATIONSHIP DISCLOSURES 

Raymond James Ltd. or its affiliates expects to receive or intends to seek compensation for investment banking services from all 
companies under research coverage within the next three months. 

Company Name Disclosure 

Cameco Corporation Raymond James Ltd - the analyst and/or associate has viewed the material operations of CCO. 

Denison Mines Corp. Raymond James Ltd (“RJL”) is acting as financial advisor to GoviEx Uranium Inc (“GoviEx”) with 
respect to the combination of African uranium interests with Denison Mines Ltd, announced March 
30, 2016. RJL will be paid a fee based on the completion of the transaction. RJL follows information 
control procedures which prevent its research analysts who are issuing research from having access 
to non-public information received by RJL’s investment banking personnel in connection with this 
transaction. 

STOCK CHARTS, TARGET PRICES, AND VALUATION METHODOLOGIES 

Valuation Methodology:  The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and 
quantitative factors including an assessment of industry size, structure, business trends and overall attractiveness; management 
effectiveness; competition; visibility; financial condition, and expected total return, among other factors.  These factors are subject to 
change depending on overall economic conditions or industry- or company-specific occurrences.   

Target Prices: The information below indicates target price and rating changes for the subject companies included in this research. 

 

 
Valuation Methodology: We value Cameco Corp. on a Net Asset Value (NAV) basis by discounting estimated future free cash flow 
generated from existing assets and a multiple to NTM EV/EBITDA. 
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Valuation Methodology: We value Denison Mines Corp. using a multiple applied to our NAV/share estimate with net corporate 
adjustments included at par. 

 
Valuation Methodology: We value NexGen Energy using a multiple applied to our NAV/share estimate. 
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Valuation Methodology: We value Uranium Participation Corp. using a multiple applied to our NAV/share estimate with net 
corporate adjustments included at par. 

 

RISK FACTORS 

General Risk Factors: Following are some general risk factors that pertain to the businesses of the subject companies and the projected 
target prices and recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand 
or product / service pricing could change and adversely impact expected revenues and earnings; (2) Issues relating to major competitors 
or market shares or new product expectations could change investor attitudes toward the sector or this stock; (3) Unforeseen 
developments with respect to the management, financial condition or accounting policies or practices could alter the prospective 
valuation.  



Canada Research | Page 60 of 63 Mining & Natural Resources | Uranium 

 Raymond James Ltd. | 2100 – 925 West Georgia Street | Vancouver BC Canada V6C 3L2 

Risks - Uranium 
Mining is an inherently risky business; there are many risk factors that apply to all mining companies, including: 
 
Investment Risk: Investing in early-stage exploration/development companies involves a high degree of risk and is only recommended for 
more risk adverse investors. In most discoveries, economic mineralization is not present in sufficient quantity to justify building a mine 
and recovering the investment. 
 
No Operating History and Financial Resources: Exploration stage companies have no operating revenues and likely will not for some time. 
All funds for exploration and development are likely to come from investors through private placements. Exploration success will likely 
result in the need for additional financing to continue to develop the projects and also for acquisition of supplementary assets. As such, 
there can be no assurance that sufficient additional funding will be available when the need arises. Failure to obtain additional funding on 
a timely basis could result in delay or indefinite postponement of further exploration and development and could cause forfeiture of 
interests in some or all properties or reduce/terminate operations. 
 
Price Volatility of Publicly Traded Securities: Security prices may fluctuate due to circumstances not related to a company’s operating 
performance, underlying asset values, or prospects.  
 
Title to Property: Many properties are held in other company’s/individual’s names. While precautions can be taken to ensure legal titles 
to property interests are properly recorded, there can be no assurance in securing the grant or the renewal of exploration permits or 
other tenures on satisfactory terms. Third parties may have valid claims underlying portions of interests and the permits or tenures may 
be subject to prior unregistered agreements or transfers or native land claims and title may be affected by undetected defects. If a title 
defect exists, it is possible to lose all or part interest in the properties to which such defects relate. 
 
Exploration/Development Risk: Exploration and development of mineral properties is a highly speculative endeavor where even careful 
evaluation, strong experience, and vast knowledge may not be succeed. Establishing minable reserves is an expensive and arduous 
process such that few properties that are explored ever develop into producing mines.  
 
Operational Environmental Regulations, Permits, and Licenses: Certain mining industry operations have extensive environmental 
legislation wherein a breach could result in fines and/or penalties. Environmental legislation is evolving in a manner that means standards 
are stricter, and enforcement, fines, and penalties for noncompliance are more stringent. 
 
Competition: Mineral exploration is a highly competitive industry where smaller companies compete with other companies that may 
have greater financial and technical resources. Competition could adversely affect the ability to acquire suitable properties or pr 

Risks - Cameco Corporation 
Commodity Price Risk. Prices for the commodities that the company produces or the company plans to produce may fluctuate and may 
have a large influence on the company’s forecasted earnings, cash flows, asset values and share price.  Sustained low prices could also 
have a material adverse impact on the company’s financial position and ability to raise capital. 
Political, Social and Permitting Risk. With operations on a global scale, we believe political, social and permitting risk could prove to be 
substantial in some circumstances.   
Reserve/Resource Risk. Although the company may have NI43-101 compliant resources, there exists a risk that further work leads to a 
deterioration of the grade and/or size of ore deposits. Also, our outlook may hinge on expansion and/or construction of current and 
future operations. Further work may show additional resources, expansions and upgrades are not possible. 
Cost Estimate, Production and Inflation Risk. Our outlook assumes certain future capital and operating costs for the Company’s 
operations. Our estimates may prove to be optimistic and we may have underestimated costs, in which case the economic potential of 
the assets and our valuation may be lower than we current forecast. There also remains the risk that costs may increase in the future. 
Regulatory Risk. Operations are subject to extensive regulations which could delay or suspend operations. 
Environmental Risk. Current operations, historical operations and/or future operations may be subject to stringent environmental 
regulations which could result in significant costs and/or impact operations. 
Tax Risk. The Canada Revenue Agency has disputed Cameco’s corporate structure which could result in significantly higher cash taxes, 
interest charges and penalties than the amount of our cumulative tax provision. 
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Risks - Denison Mines Corp. 
Development Risk: Given Wheeler is a development stage project and the PEA is preliminary many parameters could change materially. 
There are also financing, capital, permitting, and timing risks. 
 
Permitting Risk: Permitting a new uranium mine comes with high risk, but this may be mitigated slightly given the appetite for mining in 
the region, the lack of deleterious elements and the expectation that surface disturbance will be relatively minor.  
 
Financing Risk: While currently well-funded, significant financing is still required to develop Wheeler but in an improved uranium market, 
we believe financing is possible and in our analysis have financed the project with a combination of debt and equity. 
 
Lower Share Liquidity. 
 

Risks - NexGen Energy Ltd. 
Development Risk: Given Arrow is a development stage project and the PEA is preliminary, many parameters could change materially. 
There are also financing, capital, permitting and timing risks. 
 
Permitting Risk: Permitting a new uranium mine comes with high risk, but this may be mitigated slightly given the appetite for mining in 
the region, the lack of deleterious elements and the expectation that surface disturbance will be relatively minor. We expect permitting 
to be one of the key issues that could impact the timing of development. 
 
Financing Risk: While currently well-funded, significant financing is still required to develop Arrow but given the high quality of the 
deposit, we believe financing is possible and in our analysis have financed the project with a combination of debt and equity. 
 
Single Asset Risk: Given Arrow represents over 95% of the value, any negative news with respect to Arrow could have a material impact 
on the shares. 
 
Low Share Liquidity. 
 

Risks - Uranium Participation Corp. 
Single-Asset Risk: Given U3O8 and UF6 represents over 90% of the value, any negative news with respect to uranium could have a 
material impact on the shares. 
 
Low Share Liquidity.  
 

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability 
categories, is available for Raymond James at rjcapitalmarkets.com/Disclosures/index and for Raymond James Limited at 
www.raymondjames.ca/researchdisclosures. 

INTERNATIONAL DISCLOSURES 

FOR CLIENTS IN THE UNITED STATES:  

Any foreign securities discussed in this report are generally not eligible for sale in the U.S. unless they are listed on a U.S. exchange.  This 
report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or sale of a security 
in any state where such a solicitation would be illegal.  Investing in securities of issuers organized outside of the U.S., including ADRs, may 
entail certain risks.  The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting requirements of, the 
U.S. Securities and Exchange Commission.  There may be limited information available on such securities.  Investors who have received 
this report may be prohibited in certain states or other jurisdictions from purchasing the securities mentioned in this report.  Please ask 
your Financial Advisor for additional details and to determine if a particular security is eligible for purchase in your state. 

Raymond James Ltd. is not a U.S. broker-dealer and therefore is not governed by U.S. laws, rules or regulations applicable to U.S. broker-
dealers. Consequently, the persons responsible for the content of this publication are not licensed in the U.S. as research analysts in 
accordance with applicable rules promulgated by the U.S. Self Regulatory Organizations. 

Any U.S. Institutional Investor wishing to effect trades in any security should contact Raymond James (USA) Ltd., a U.S. broker-dealer 
affiliate of Raymond James Ltd. 

FOR CLIENTS IN THE UNITED KINGDOM: 

For clients of Raymond James Financial International Limited (RJFI): This document and any investment to which this document relates 
is intended for the sole use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients 
as described in the FCA rules or persons described in Articles 19(5) (Investment professionals) or 49(2) (High net worth companies, 

http://www.rjcapitalmarkets.com/Disclosures/index
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unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or any 
other person to whom this promotion may lawfully be directed.  It is not intended to be distributed or passed on, directly or indirectly, to 
any other class of persons and may not be relied upon by such persons and is therefore not intended for private individuals or those who 
would be classified as Retail Clients. 

For clients of Raymond James Investment Services, Ltd.: This report is for the use of professional investment advisers and managers and 
is not intended for use by clients. 

For purposes of the Financial Conduct Authority requirements, this research report is classified as independent with respect to conflict of 
interest management. RJFI, and Raymond James Investment Services, Ltd. are authorised and regulated  by the Financial Conduct 
Authority in  the United Kingdom. 

FOR CLIENTS IN FRANCE: 

This document and any investment to which this document relates is intended for the sole use of the persons to whom it is addressed, 
being persons who are Eligible Counterparties or Professional Clients as described in “Code Monétaire et Financier” and Règlement 
Général de l’Autorité des Marchés Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of 
persons and may not be relied upon by such persons and is therefore not intended for private individuals or those who would be 
classified as Retail Clients. 

For clients of Raymond James Euro Equities: Raymond James Euro Equities is authorised and regulated by the Autorité de Contrôle 
Prudentiel et de Résolution and the Autorité des Marchés Financiers. 

For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:  This document (and any attachments or 
exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be submitted. 

Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows: 

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by 
Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate or 
commercially exploit the information contained in this report, in printed, electronic or any other form, in any manner, without the prior 
express written consent of Raymond James. You also agree not to use the information provided in this report for any unlawful purpose. 

This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other 
intellectual property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq, provides for civil and 
criminal penalties for copyright infringement. No copyright claimed in incorporated U.S. government works. 

Additional information is available upon request. This document may not be reprinted without permission. 

RJL is a member of the Canadian Investor Protection Fund. ©2018  Raymond James Ltd.
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