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 Uranium Special Alert 
DML and FCU To Merge In Friendly Transaction 

  

Denison Mines Corp. (DML-TSX, DNN-AMEX) 

Recommendation: Buy (S) 
Target Price: C$2.25 
 
Current Price C$0.84 Shares Outstanding (MM)

52 Wk High C$1.53      Basic

52 Wk Low C$0.83      Diluted

Cash (MM) $32.3      Mngt. & Dir.

Debt (MM) $0.0 Market Cap.

NAVPS C$1.94 Float

Price/NAV 0.4x EV

Dividend $0.00 Reserves

Dividend Yield 0% P&P+M&I+Inf.

0 MMlb

244.9 MMlb

C$431.5

$403.2

4.8

C$435.5

518.4

518.9

 
 
Fission Uranium Corp. (FCU-TSX) 

Recommendation: Buy  
Target Price: C$2.00 
 
Current Price C$0.99 Shares Outstanding (MM)

52 Wk High C$1.38      Basic

52 Wk Low C$0.65      Diluted

Cash (MM) C$33.0      Mngt. & Dir.

Total Debt (MM) C$0.0 Market Cap.

NAVPS C$1.95 Float

Price/NAVPS 0.5x EV

Dividend $0.00 P&P Reserves

Dividend Yield 0% P&P+M&I+Inf.

$273.6

N/A

105.5 MMLb

404.8

6.1

C$382.3

C$376.3

386.2

 

  Unless otherwise denoted, all figures shown in US$ 

Investment Thesis: The combined Denison and Fission (to be renamed Denison 
Energy) will be the undisputed leader among uranium developers globally, with 
three highly strategic assets, the 22.5% stake in the McClean Lake mill (DML), 
100% of the Triple R project (FCU) and 60% of the Wheeler River project (DML).   

Highlights: 

Consolidation In The Athabasca Continues: On Monday evening Denison and 
Fission announced a Binding Letter of Agreement to combine both companies.  
Fission shareholders will receive 1.26 Denison shares and pro-forma, each 
company will own approximately 50% of the combined and renamed Denison 
Energy Corp.  The all-share deal equates to a 14% premium to Fission’s close on 
Monday and values the Triple R deposit at $2.54/lb (existing 43-101 resource only). 
The market cap of the combined company will total ~C$900 MM, making Denison 
Energy the largest pure-play uranium company excluding Cameco (Market Perform 
– C$22.00 target). 

Other Bidders To Enter?: We would not be surprised if another bidder was to 
enter the fray given the highly strategic nature of the Triple R deposit, arguably the 
best uranium discovery over the last several decades.  Other potential buyers could 
include Cameco, Rio Tinto and Areva.   

Maintaining Buy Ratings On FCU and DML: We like this deal from both DML and 
FCU perspectives.  That said, our C$3.00 target on FCU was previously based on 
an in-situ value of $7.50/lb, clearly an unrealistic valuation in light of current 
uranium market conditions and evidenced by the $2.54/lb valuation implied via the 
DML merger.  We are therefore maintaining our Buy rating on Fission, but are 
reducing our target to C$2.00 from C$3.00, via lowering our in-situ valuation from 
$7.50/lb to $5.00/lb.  Our Buy rating and C$2.25 target on Denison remain 
unchanged, based on 1.0x NAVPS.   
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Consolidation In The Athabasca Continues: On Monday evening Denison and Fission announced a 
Binding Letter of Agreement to combine both companies.  Fission shareholders will receive 1.26 Denison 
shares and pro-forma, each company will own approximately 50% of the combined and renamed Denison 
Energy Corp.  The all-share deal equates to a 14% premium to Fission’s close on Monday and values the 
Triple R deposit at $2.54/lb based on the 105.5 MMlb U3O8 under the current 43-101.  The market cap of 
the combined company will total ~C$900 MM, making Denison Energy the largest pure-play uranium 
company excluding Cameco (Market Perform – C$22.00 target).  The management team and board will 
be combined and will consist of Lukas Lundin as non-exec Chairman (DML), Dev Randhawa as CEO 
(FCU), Ross McElroy as President and COO (FCU) and David Cates as CFO (DML).  Denison Energy will 
be the undisputed leader among uranium developers globally with three highly strategic assets, the 22.5% 
stake in the McClean Lake mill, 100% of Triple R, and 60% of Wheeler River along with a significant land 
package of prospective exploration ground all across the Basin.  The transaction will require shareholder 
approval from 2/3 of FCU shareholders and 50%+1 of Denison shareholders.  It is expected to close in 
October 2015 at which point Denison Energy will consolidate its shares 2:1.  On a P/NAV basis, this deal 
is NAV neutral for Denison. 

Figure 1: Valuing High Quality Pounds In The Uranium Space 

Hathor Exploration Fission Uranium
Project Roughrider Triple R
Country Canada Canada
Type Unconformity-related, U/G Unconformity-related, O/P
Development Stage Pre-feasibility Maiden Resource
Ownership 100% 100%
   M&I Resource (Kt) 394.2 2291.0
   M&I Grade (%) 2.0% 1.6%
   M&I Contained (MMlb) 17.2 79.6
   Total Resource (Kt) 555.8 3192.0
   Average Grade (%) 4.7% 1.5%
   Total Contained (MMlb) 57.9 105.5
Date of Acquisition Announcement August 26, 2011 July 6, 2015 
U Price On Date Of Acquistion $49.00 $36.25
Acquired By / Merged With Rio Tinto Denison Mines
Final Acquisition Price (MM$) $636 N/A
EV When Acquired (MM$) $610 N/A
EV / M&I Resource ($/lb) $35.42 $3.36
EV / Total Resource ($/lb) $10.53 $2.54  

Source: Cormark Securities 

Other Bidders To Enter?:  We would not be surprised if another bidder was to enter the fray given the 
highly strategic nature of the Triple R deposit.  Other potential buyers for Fission include Cameco, Rio 
Tinto and Areva.  The break-fee is set at C$14 MM.  We note that in August 2011, Rio Tinto paid 
$10.53/lb for Hathor (when spot uranium prices were $49.00/lb) in a bidding war with Cameco.  The 
Roughrider deposit is the best takeover comp relative to Triple R. 

Read Through For Neighbouring NexGen Energy (Spec Buy – C$2.00 target): While much earlier 
stage than Fission (~45 holes into discovery relative to Fission’s ~450) NexGen’s Arrow project lies only 
2.1 km along strike from, and directly adjacent to Fission’s Triple R project.  As such, NXE and Arrow may 
see a lot more interest from investors on the back of the DML-FCU merger announcement; given that 
Triple R is the key component of the transaction.  We note that this merger of equals clearly indicates that 
Denison has no problem with the west side of the Athabasca basin, despite the fact that there is no 
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operating mill there. We also note that DML’s offer for NXE equates to valuing Triple R at $2.54/lb U3O8 
in-situ.  The same value applied to our 100-120 MMlb U3O8 resource at Arrow would value NexGen at 
C$1.28/share.  In our view, the next logical step, should the Denison and Fission merger go through as 
planned, would be to ultimately consolidate NexGen given the significant synergies with Triple R.  

Figure 2: Denison And Fission Concession Locations 

 
Source: Fission Uranium, Denison Mines 

Maintaining Buy Ratings On FCU and DML: We like this deal from both DML and FCU perspectives 
though we expect an interloper to come in for FCU and its Triple R project.  That said, our C$3.00 target 
on FCU was previously based on an in-situ value of $7.50/lb, clearly an unrealistic valuation in light of 
current uranium market conditions and evidenced by the $2.54/lb valuation implied via the DML merger.  
We are therefore maintaining our Buy rating on Fission, but are reducing our target to C$2.00 from 
C$3.00, via reducing our in-situ valuation from $7.50/lb to $5.00/lb.  Our Buy rating and C$2.25 target on 
Denison remain unchanged, based on 1.0x NAVPS. 
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I, Mike Kozak, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject company(ies) 
and its (their) securities. I also certify that I have not been, and will not be receiving direct or indirect compensation in exchange for expressing the 
specific recommendation(s) in this report. 
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RECOMMENDATION TERMINOLOGY 
 

Cormark’s recommendation terminology is as follows:  
 Top Pick  our best investment ideas, the greatest potential value appreciation 
 Buy  expected to outperform its peer group 
 Market Perform  expected to perform with its peer group 
 Reduce  expected to underperform its peer group 
Our ratings may be followed by "(S)" which denotes that the investment is speculative and has a higher degree of risk associated with it. 
 

Additionally, our target prices are set based on a 12-month investment horizon. 

 

 

 

For Canadian Residents: This report has been approved by Cormark Securities Inc. (“CSI”), member IIROC and CIPF, which takes 
responsibility for this report and its dissemination in Canada. Canadian clients wishing to effect transactions in any security discussed should do 
so through a qualified salesperson of CSI. For US Residents: Cormark Securities (USA) Limited (“CUSA”), member FINRA and SIPC, accepts 
responsibility for this report and its dissemination in the United States. This report is intended for distribution in the United States only to certain 
institutional investors. US clients wishing to effect transactions in any security discussed should do so through a qualified salesperson of CUSA. 
Every province in Canada, state in the US, and most countries throughout the world have their own laws regulating the types of securities and 
other investment products which may be offered to their residents, as well as the process for doing so. As a result, some of the securities 
discussed in this report may not be available to every interested investor. This report is not, and under no circumstances, should be construed 
as, a solicitation to act as securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the 
business of a securities broker or dealer in that jurisdiction. This material is prepared for general circulation to all clients and does not have 
regard to the particular circumstances or needs of any specific person who may read it. This report is provided for information purposes only and 
does not constitute an offer or solicitation to buy or sell any securities discussed herein. 

The information and any statistical data contained herein have been obtained from sources believed to be reliable as of the date of publication, 
but the accuracy or completeness of the information is not guaranteed, nor in providing it does CSI or CUSA assume any responsibility or 
liability. All opinions expressed and data provided herein are subject to change without notice. The inventories of CSI or CUSA, its affiliated 
companies and the holdings of their respective directors, officers and companies with which they are associated may have a long or short 
position or deal as principal in the securities discussed herein. A CSI or CUSA company may have acted as underwriter or initial purchaser or 
placement agent for a private placement of any of the securities of any company mentioned in this report, may from time to time solicit from or 
perform financial advisory, or other services for such company. The securities mentioned in this report may not be suitable for all types of 
investors; their prices, value and/or the income they produce may fluctuate and/or be adversely affected by exchange rates. 

No part of any report may be reproduced in any manner without prior written permission of CSI or CUSA. 

A full list of our disclosure statements as well as our research dissemination policies and procedures can be found on our web-site at: 
www.cormark.com 


