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VERSANT PARTNERS Incustry Update

URANIUM SECTOR COVERAGE

Uranium Reaction: Point of maximum pessimism

FOCUS POINTS

Outside of general market weakness, what is the worst that could reasonably happen to the global uranium
market?

Nothing,.

This year we have had the most powerful earthquake to ever hit Japan (9.0 on the Richter scale) and subsequent
tsunami waves of up to 15m in height trigger the largest nuclear accident since the 1986 Chernobyl disaster. A
disaster so great, the International Atomic Energy Agency (“IAEA”) applied the highest rating of “7” on its

International Nuclear and Radiological Event Scale.

Exhibit 1. International Nuclear and Radiological Event Scale

Source: www.sciencemediacentre.co.nz

In reaction, countries around the world placed their nuclear programs under review and performed safety checks
to reassess safety measures. Germany announced that it intends to exit nuclear power generation by 2020, Italy
has cancelled plans on building 10 new reactors and Switzerland has abandoned plans to build new reactors and
will not replace its five existing reactors at the end of their respective life spans.

However, outside of Germany, Italy and Switzerland, there does not appear to be any other countries seriously
considering a negative course change with respect to nuclear power. In fact, reports have been positive. The
China Nuclear Energy Association announced in mid-August that it completed a nationwide safety inspection of
nuclear plants on August 5% — a month ahead of schedule. This has led to speculation that the Chinese intend to
resume nuclear plant approvals, which were suspended in the wake of the Japanese disaster.
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We view the current scenario as the point of maximum pessimism for nuclear
and the uranium industry. Outside of global economic weakness, there does not
appear to be a foreseeable negative catalyst for yellowcake. Germany, Italy and
Switzerland have made their decisions while the Fukushima Da-Ichi plant is
under control (with no fatalities). There is nothing to cause the next leg down.

The fundamentals for the nuclear and the uranium market remain largely
unchanged. Of the 440 nuclear reactors that are currently operable, Germany’s
17 reactors account for only 3.9% and Switzerland’s 5 plants account for just
1.1%. Notably, 62 nuclear power reactors are currently under construction,
which is a 14.1% increase from the current state.

As can be seen in exhibit 2, global nuclear reactor growth has continued despite
the tragedy at Fukushima there are now a total of 558 reactors that are currently
in the construction, planned or proposed stage as opposed to 540 at the
beginning of the year.

Exhibit 2. Global Nuclear Reactors Under Construction, Planned or
Proposed
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Source: World Nuclear Association

SUPPLY AND DEMAND REMAIN UNBALANCED

Currently the 440 nuclear reactors in operation require approximately 179
million lbs of UsOs on an annual basis. However, 2010 production was only
139.5 million Ibs of U3Os. The 39.5 million Ibs shortfall is largely being made up
by the U.S.-Russian Highly Enriched Uranium agreement that downblends
highly enriched uranium from Russian nuclear weapons into low enriched
uranium used as nuclear fuel. However, given the high cost of this program, it is
widely expected that the program will not be renewed at the end of its 2013
term.

In just over two year’s time the bulk of the secondary supply will disappear
while 62 new nuclear reactors will begin coming online and demand uranium
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feed. New mine start-ups like Cameco’s (CCO-TSX) Cigar Lake and mine
expansions like BHP Billiton’s (BHP-NYSE) Olympic Dam are planned to
address the global demand for uranium. However, development delays, sub-
optimal production results, labour issues or any one of a number of typical
supply-side delays could create an unexpected shortage.

CHINA, INDIA AND RUSSIA LEAD THE WAY

Of the 558 nuclear reactors currently in the construction, planned or proposed
stage, 372 or 67% are from China, India, Russia, USA and Ukraine.

Exhibit 3. Top 5 Countries — Nuclear Reactor Build Programs
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China is particularly aggressive as the 26 reactors that it currently has under
construction account for 42% of the 62 reactors being built around the world.
The Chinese government is targeting 40 gigawatts of electric capacity by 2015
and nuclear power is a cornerstone solution.

Countries that previously did not have nuclear power as part of their energy
solution are considering adding it in the future. Saudi Arabia is planning to build
16 reactors by 2030 to supply 20% of its future electricity demand.

Cameco Corp, who is vertically integrated throughout the nuclear fuel cycle and
is one of the best positioned to assess nuclear power generation and uranium
production has recently revised its 10-year global demand outlook downwards
by only 3% to 2.1 billion pounds. The 3% reduction would translate into a
2011 revised global uranium consumption estimate of 175 million pounds
versus forecast global production of 145 million pounds — a deficit of 30 million
pounds. Over the next 10 years, Cameco expects the significant supply deficit to
continue.

VALUES ABOUND IN THE URANIUM SPACE

With strong fundamentals supporting the case for higher uranium prices and
coupled with the fact that there are no reasonable sector-specific negative
catalysts on the horizon, there are several values available in the uranium space.
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Being the bellwether of the sector and the producer with the largest market
capitalization, Cameco Corp will be the first choice for many large institutional
portfolios looking for exposure to uranium. As such, CCO has historically been
the first mover in any uranium recovery. Since the Fukushima disaster, Cameco
has declined 40%.

Exhibit 4. Cameco Corporation (CCO-TSX)
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Source: Yahoo! Finance

The producer with the highest exposure to spot uranium prices is Uranium One
(UUU-TSX). Unlike its producer peers, Uranium One is currently 100%
exposed to uranium spot prices while its peers have >40% of their sales
contracts locked into term agreements. This provides UUU with the
opportunity to fully benefit from any increases in spot uranium prices. In
addition, at a cash cost of about U$17/Ib of U3Os, Uranium One has the lowest
cost of production in the producer category. Since the Fukushima disaster,
Uranium One has declined 53%.

Exhibit 5. Uranium One (UUU-TSX)
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Source: Yahoo! Finance

Investors looking for direct exposure into physical uranium and who prefer to
avoid company-specific risks may be interested in Uranium Participation Corp.
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(U-TSX). Substantially all of its assets are invested in either uranium oxide
concentrate (UsOg) or in uranium hexafluoride (UFe). Since the Fukushima
disaster, Uranium Participation has declined 32%.

Exhibit 5. Uranium Participation (U-TSX)
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Source: Yahoo! Finance

Equities offering significant exploration upside in the uranium space include
Fission Energy (FIS-V), which is located within a 110 million Ibs U3Og camp
beside notable uranium explorer Hathor Exploration (HAT-TSX) and deposits
owned by Areva Mines (CEI-Fr) and Denison Mines (DML-TSX). It is located
within the Athabasca Basin, a region that has produced uranium since 1975.
Since the Fukushima disaster, Fission Energy has declined 58%, while its
neighbour Hathor has only declined 4%.

We have a Buy (SPECULATIVE) rating on Fission Energy.

Exhibit 6. Fission Energy (FIS-TSXV)

$1.60 40
$1.40 [1 y 35
$1.20 : 11 3.0
$1.00 ' 25
&= # .'|J E
S 080 [L; L;I el b 2w =
o o '|. E
£ 060 o) bt 15 2
N h e - =
$0.40 plemenm | N L 1o
$0.20 Al 05
$0.00 0.0
May!10 Augi10 Now/ 10 Feb/1 May/11
Source: Yahoo! Finance
Rob Chang, (416) 849-5008 5 of 10



Uranium Update

@ VERSANT PARTNERS

August 25, 2011

Another uranium exploration company with significant upside potential is
Kivalliq Energy (KIV-TSXV). Located in Nunavut territory, the Company’s
Angilak deposit is the highest grade uranium deposit located outside of the
Athabasca Basin with a global U3Og grade of 0.79% and 14.15 MM Ibs. The
company has only explored a small portion of its total land package and has
significant potential to increase its resource size. Since the Fukushima disaster,
Kivalliq has declined 55%.

We have a Buy (SPECULATIVE) rating on Kivalliq Energy with a target price
of $1.00.

Exhibit 7. Kivalliq Energy (KIV-TSXV)
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Energy Fuels (EFR-TSX) presents an interesting opportunity for investors
looking for uranium exposure as it is a developer located in the Uravan Mineral
Belt. EFR recently received its radioactive materials license from regulators and
intends to construct the 500 ton per day Pifion Ridge Mill. Along with two
turnkey mines that can be restarted within a year, EFR is well positioned to be a
regional consolidator of uranium assets in the Colorado area. Since the
Fukushima disaster, Energy Fuels has declined 64%.

We have a Buy rating on Energy Fuels and a target price of $1.30.
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IF CASH IS KING

Uranium equities trading at the lowest multiples relative to their most recently
reported balance sheet cash positions are the following:

Exhibit 9. Top 10 Uranium Companies - Price to Balance Sheet Cash

August 24, 2011 All figures in $CAD
Company Name Stage Stock Price  Market Cap (MM) = @ nice/Cash - Cash  Shares
(MM) [o]}]

Continental Precious Minerals, Inc. (TSX:CZQ) Exploration $0.26 13.46 0.7x 2024 51.75
Australian American Mining Corporation Limited (ASX:AIW) Pre-Feasibility $0.02 6.63 0.9x 7.26 331.71
Tigris Uranium Corp. (TSXV TU) Exploration $0.23 13.04 1.0x 1275 56 68
Macusani Yellowcake, Inc. (TSXV.YEL) Exploration $0.16 16.86 1.1x 15.53 105.38
U308 Corp. (TSXV:UWE) Exploration $0.25 2567 1.3x 2023 102.68
Energia Minerals Limited (ASX:EMX) Exploration $0.07 4.87 1.3x 3.61 69.50
Tournigan Energy Ltd. (TSXV:TVC) Pre-Feasibility $0.10 19.37 1.4x 14.21 193.73
Uranium North Resources Corp. (TSXV:UNR) Exploration $0.14 11.82 1.5% 7.63 84.44
Alliance Resources Lid. (ASXAGS) Development $0.19 64.82 1.7x 3726 34117
Fission Energy Corp. (TSXV FIS) Exploration $0.49 47.80 1.8x 27.29 97.56

@ VERSANT PARTNERS

Source: Versant Partners and Capital 1Q

IMPLIED EV/LB VALUATION

Applying the concept of mean reversion, a market-implied valuation can be
derived by applying the average EV/Lb value to the valuation of each
constituent company to determine its value if it reverted to the mean.

For example, for 32 company exploration category, the average EV/Lb value is
$1.46/1b of Us0s. U308 Corp (UWE-TSXV), which is a constituent of the
uranium exploration peer group, currently trades at an EV/Lb valuation of
$0.32/1b.  Applying the exploration peer average of $1.46/lb to UWE’s
company-specific metrics yields a market implied, mean-reverting valuation of
$0.98/share — a significant increase from its last trade of $0.25/share.

Rob Chang, (416) 849-5008 7 of 10
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We have applied the Implied EV/Lb valuation methodology to every company
in our 61-company global uranium database, which we believe is the most
comprehensive database in the market. The details can be seen in exhibit 11 on
the next page

Exhibit 10. EV/Lb Averages by Development Stage

. #of  43-1011JORC RS;::::LE

Constituents EV/Lb Avg EVILb Avg
Producer 7 $6.80 $8.27
Developer 4 $3.49 $3.23
Feasibility 7 $0.60 $0.56
Pre-Feasibility 11 $1.98 $1.83
Exploration 32 $1.46 $1.20
61 $1.97 $1.94

*Results higher than three standard deviations are removed from the calculation of averages
Source: Versant Partners

) VERSANT PARTNERS Rob Chang, (416) 849-5008 8 of 10
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DISCLAIMERS AND DISCLOSURES

Disclaimers

The opinions, estimates and projections contained in this report are those of Versant Partners Inc. (“Versant”) as of the date hereof and
are subject to change without notice. Versant makes every effort to ensure that the contents have been compiled or derived from sources
believed to be reliable and that contain information and opinions that are accurate and complete; however, Versant makes no
representation or warranty, express or implied, in respect thereof, takes no responsibility for any etrors and omissions which may be
contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report or its contents.
Information may be available to Versant that is not herein.

This report is provided, for informational purposes only, to institutional investor clients of Versant Partners Inc. Canada, and does not
constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such offer or solicitation would
be prohibited. This report is issued and approved for distribution in Canada, Versant Partners Inc., a member of the Investment Industry
Regulatory Organization of Canada ("IIROC"), the Toronto Stock Exchange, the TSX Venture Exchange and the CIPF. This report is
has not been reviewed or approved by Versant Partners USA., a member of FINRA. This report is intended for distribution in the
United States only to Major Institutional Investors (as such term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act
of 1934, as amended) and is not intended for the use of any person or entity that is not a major institutional investor. Major Institutional
Investors receiving this report should effect transactions in securities discussed in the report through Versant Partners USA.

Potential conflicts of interest

The author of this report is compensated based in part on the overall revenues of Versant, a portion of which are generated by
investment banking activities. Versant may have had, or seek to have, an investment banking relationship with companies mentioned in
this report. Versant and/or its officers, directors and employees may from time to time acquire, hold or sell securities mentioned herein
as principal or agent. Although Versant makes every effort possible to avoid conflicts of interest, readers should assume that a conflict
might exist, and therefore not rely solely on this report when evaluating whether or not to buy or sell the securities of subject companies.

Disclosures as of August 25, 2011

Versant has provided investment banking services or received investment banking related compensation from Kivalliq Energy and
Energy Fuels within the past 12 months.

The analyst responsible for this report bas visited the material operations of U308 Corp.

Analyst certification

The research analyst whose name appears on this report hereby certifies that the opinions and recommendations expressed herein
accurately reflect his personal views about the securities, issuers or industries discussed herein.

Definitions of recommendations

BUY: The stock is attractively priced relative to the company’s fundamentals and we expect it to appreciate significantly from the
current price over the next 6 to 12 months.

BUY (Speculative): The stock is attractively priced relative to the company’s fundamentals, however investment in the security
carries a higher degree of risk.

NEUTRAL: The stock is fairly valued, lacks a near term catalyst, or its execution risk is such that we expect it to trade within a narrow
range of the current price in the next 6 to 12 months. The longer term fundamental value of the company may be materially higher, but
certain milestones/ catalysts have yet to be fully realized.

SELL: The stock is overpriced relative to the company’s fundamentals, and we expect it to decline from the cutrent price over the next
6 to 12 months.

TENDER: We believe the offer price by the acquirer is fair and thus recommend investors tender their shares to the offer.

UNDER REVIEW: We are temporarily placing our recommendation under review until further information is disclosed.

Member-Canadian Investor Protection Fund.
Customers' accounts are protected by the Canadian Investor Protection Fund within specified
limits. A brochure desctibing the nature and limits of coverage is available upon request.
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