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Merger Adds Development, Production, Market Expertise

AZZ-T New Last
Rating Neutral
Target 0.30
Projected Return 11%
Target/NAV multiple -- 0.80x
Corporate DCF 034 V 0.38
Cash & Investments -- 0.00
Debt (0.01) V¥ 0.00
Exploration & Unmodelled Resources  0.05 A 0.02
[Total NAV 037 V041 |
P/NAV 0.72x A  0.71x
Last Price C$0.27
52-week Range C$0.18 - C$0.32
Market Cap (SMM) C$22.9
Enterprise Value (SMM) CS$24.3
Shares Outstanding - Basic (MM) 84.9
Shares Outstanding - FD (MM) 108.7
Avg Volume - 100d (000 shares/day) 54.8
Cash (SMM)(31-Dec-17) Uss 0.4
Debt (SMM)(31-Dec-17) Uss 1.8
Working Capital (SMM) (USS 1.2)
Forecast 2015A 2016A  2017A LT
Spot (USS/Ib) 36.8 27.9 23.2 60.0
Term (USS/Ib) 46.6 41.1 32.0 60.0
Revenue (SMM) 0.00 0.00 0.00
EPS ($0.06) ($0.05) ($0.07)
EBITDA (SMM) ($2.83) ($1.47) (57.89)
EV/EBITDA n/a n/a n/a
Capex ($MM) ($1.22)  $0.00  (%0.30)
FCF (SMM) ($3.88) ($1.95) (S1.12)
All Figures in C$ Unless Otherwise Noted
Source: FactSet, Company Reports, Eight Capital
AZZ-T: Price/Volume Chart
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Company Description

Azarga Uranium is developing five low-
cost ISR uranium properties in South
Dakota. An updated PEA on its flagship
Dewey-Burdock project indicates a
project IRR of 67% using $65/Ib U308
long term. Azarga is finalizing its
permits and licenses.

We have a NEUTRAL recommendation for Azarga Uranium and maintain a
price target of C$0.30/sh based on a 0.8x multiple applied to our 10% DCF
model after incorporating ~13 MM Ibs U308 in resources pending a positive
merger outcome. A merger in the US ISR space was announced this morning as
Azarga Energy and URZ Energy (URZ-V, Not Rated) have decided to meld
companies. Such a deal doesn't come as a surprise as some firms are worried
about survival and attention from investors during this period of low uranium
prices. We do not cover URZ Energy, but know management and Board members
very well as it is backed by the Uranerz Energy team such as Glenn Catchpole and
Dennis Higgs that sold out to Energy Fuels (EFR-T, BUY, C$3.75 target) a couple
years ago. Of the US ISR stocks, Azarga has had the most permitting difficulties
despite the fact that its South Dakota based Dewey Burdock project might be one
of the best US projects. While it might not be a bad time to defer production given
low uranium prices, development difficulties are not great for the stock, plus
management is Hong Kong based.

Enter URZ Energy...this merger should help put both firms on the map. Combined
resources provide critical mass (30.7 MM Ibs M&l, 8.7 MM Ibs inferred). For Azarga,
the deal might be less about the acquisition of U308 projects and more about
intangible assets: essentially acquiring financing, marketing, development and
production experience. This expertise should help advance Dewey Burdock and
nearby satellite deposits. URZ provides an asset pipeline and stronger platform
suitable for further consolidation.

35% offer premium for URZ shareholders. Plan of Arrangement terms would see
URZ shareholders receive two Azarga shares for each URZ share. These two shares
imply an acquisition price of $0.54 per URZ share or a 35% premium on Friday's
close. This suggests a $14.1 MM deal ($19.6 MM f/s). The court-approved Plan of
Arrangement is subject to approval by >66 2/3% of URZ shareholders. Azarga
Uranium shareholder approval is also required with close due likely towards July.
The deal is also subject to conversion of AZZ liabilities including a US$1.8 MM
shareholder loan at C$0.25/share. Other regulatory approvals and customary
closing conditions also apply. Within five days of signing, URZ has agreed to
advance Azarga Uranium US$465,000. Break fee on the deal at US$825,000.

e Azarga's Dewey Burdock flagship, SD. This is one of the best undeveloped
US ISR deposits in the US in our view. Plans are to produce 9.7MM lbs over 11
years at US$18.86/1b total cash cost (US$29.92/lb including well-field costs).
Pre-tax 8% NPV of US$149MM, 67% IRR, based on US$65/Ib. Initial Capex
would be low at US$27MM as a result; deferring US$28 MM as toll milling at
one of many nearby plants is being contemplated. Dewey Terrance and other
projects provide satellite production potential.

e URZ's Gas Hills and Juniper Ridge projects, WY. These projects host 10.725
MM Ibs U308 indicated and 2.711 MM Ibs inferred combined. It also owns the
Shirley Basin project and uranium stockpiles in Utah.

Dewey Burdock delays. While Dewey Burdock NRC permits are in hand, a dispute
is proceeding within the NRC bureaucracy and in US Court of Appeals, District of
Columbia. A Rapid City journal article dated 21-Mar-18 suggested the NRC issued a
letter proposing a process for a cultural resource survey and only then would
publish a final supplemental analysis to the FSEIS in late May 2019. This could hold
up development for another year. Despite URZ management having considerable
permitting expertise, this issue will likely need to play its course.

Please see Disclosures and Disclaimers at the end of this report.
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Rating NEUTRAL C$ Target $0.30 Shares 0/S (MM) 84.9
C$ Close $0.27 Fully Diluted Shares (MM) 108.7
David A. Talbot, Director, Mining Research 12-month return 11% Basic Mkt. Capitalization (SMM) C$22.9|
dtalbot@viiicapital.com Enterprise Value (SMM) C$24.3)
Year-end December 2018E 2019E 2020E 2021E 2022E Year-end December 2015A 2016A 2017A Q4/17A
Dewey Burdock 0 0 105 531 1,000 Assets:
Cash & ST Investments 0.24 0.94 0.43 0.43
Other Current Assets 2.79 0.10 0.12 0.12
Current Assets 3.03 1.04 0.56 0.56
TOTAL 0 0 105 531 1,000 Mineral Properties 37.29 38.39 33.00 33.00
Other non-current Assets 0.04 0.04 0.14 0.14
Total Assets 4035 39.47 1870 570
Year-end December 2018E 2019E 2020E 2021E 2022
Dewey Burdock 0.0 0.0 283 29.1 29.8 Liabilities:
Current Liabilities 2.72 2,97 185 174
Long-term Debt 1.86 0.04 1.78 1.78
Other non-current Liabilities 6.51 7.32 4.45 6.69
Total Liabilities 11.09 10.33 8.08 10.21
Wt. Avg. Total Cash Costs 0.0 49.2 30.5 29.3 23.0
Capital Stock 39.04 39.76 41.29 43.24
Retained Earnings (28 (106) (157) (20)
Tons Grade Cont U308 (MM Ibs) Total Shareholder Equity 29.27 29.14 25.61 23.16
Ownership MM t % U308 100% Basis PWE Share
Proven and Probable Reserves
*The company has no NI 43-101 reserves at this time Year-end December 2015A 2016A 2017A 2018E
Total Revenue: 0.0 0.0 0.0 0.0
% Uranium 0% 0% 0% 0%
% Other 100% 100% 100% 100%
Total Reserves 0.00 0.00% 0.00 0.00 Operating Costs 0.0 0.0 0.0 0.0
Measured and Indicated Resources G&A 2.8 16 17 3.0
Dewey Burdock 100% 1.55 0.25% 8.58 8.58 Exploration 0.0 0.0 0.0 0.4
Centennial 100% 6.87 0.09% 10.37 10.37 Depreciation 0.0 0.0 0.0 0.0
Aladdin 100% 0.47 0.11% 1.04 1.04 Other 0.5 0.1 6.4 0.0
EBITDA (3.3) (1.7) (8.1) (3.4)
Total Measured and Indicated Resources 8.89 0.12% 19.99 19.99 EBIT (3.3) (1.7) (8.1) (3.4)
Inferred Resources Interest Expense 0.5 0.2 0.2 0.0
Dewey Burdock 100% 0.59 0.05% 3.53 3.53 EBT (2.8) (1.5) (7.9) (3.4)
Centennial 100% 1.36 0.09% 233 2.33 Taxes 0.4 03 -2.2 0.0
Aladdin 100% 0.04 0.12% 0.10 0.10 Equity Earnings 0.0 -1.2 0.0 0.0
Kyzyl Ompul 70% 15.13 0.02% 7.51 5.26 Other 0 0 1 0
Total Inferred Resources 17.12 0.03% 13.46 11.21 Net Income (Reported) (2.9) (2.4) (9.5) (3.4)
TOTAL RESOURCES 26.01 0.06% 33.46 31.20 Net Income (Adj d) (2.4) (2.4) (9.5) (3.4)
Current Per Pound Metrics PWE Dev. Peers Prem./Disc.
EV/Ib (US$) $0.62 0.73 (14%) EPS (Reported) $/sh (0.06) (0.05) (0.07) (0.02)
Mkt Cap/Ib (US$) $0.50 0.49 3% EPS (Adjusted) $/sh (0.1) (0.1) (0.1) (0.0)
Average Shares (MM) 60.3 65.3 77.5 169.9
NET ASSET VALUE (C$) - 10% NAV ($ MM) % NAV
Assets:
Dewey Burdock (100%) 29.3 0.38 101% Year-end December 2015A 2016A 2017A 2018E
Un-Mined Resources & Equity Investments 3.9 0.05 14% Net Income (Reported) (2.4) (2.4) (9.5) (3.4)
Balance Sheet & Other Items: Depreciation (0.0) 0.0 0.0 0.0
Cash & Investments 0.0 0.00 0% Working Capital Changes (0.1) (1.3) 0.0 0.0
Debt (1.0) (0.02) (3%) Other (0.1) 1.8 8.7 0.0
Exploration, G&A, and Other (3.2) (0.04) (11%) Operating Cash Flow (2.7) (1.9) (0.8) (3.4
Total 29 0.37 100% Operating Cash Flow/sh ($/sh) (0.04) (0.03) (0.01) (0.02)
Eight Capital DCF Target Multiple 0.80x Capital Expenditures (1.2) 0.0 (0.3) (0.3)
Share Price Target 0.30 Acquisitions 0.1) 0.7) 1.2) 0.0
Other 1.0 1.7 0.5 0.4
Investing Cash Flow (03) 11 (09) 01
Target(CS/share) 40 50 60 70 80 Common Share Dividends 0.0 0.0 0.0 0.0
0% Discount 0.20 0.48 0.75 1.02 1.29 Equity Financing 0.0 1.7 1.4 0.0
5% Discount 0.14 0.35 0.54 0.73 0.93 Debt Issue 0.0 0.0 0.0 0.0
10% Discount 0.11 0.26 | 0.41 0.55 | 0.69 Debt Repayment (0.1) (0.1) (0.1) 0.0
15% Discount 0.09 0.21 0.31 0.42 0.53 Other 0.0 0.0 (0.1) 0.0
Financing Cash Flow (0.1) 1.6 12 0.0
2,500 35 Net Change in Cash (3.0 0.7 (0.5) (3.3)
Cash Balance 0.2 0.9 0.4 (2.9)
& - 30 Free Cash Flow (3.9) (1.9) (1.2) (3.7)
2,000
25
.
Q 1,500 L 20 o Year-end December 2015A 2016A 2017A 2018E
S 1,000 153 P/CF - - - -
° EV/EBITDA - - - -
[ FCF Yield - - - -
500
ks
I I [
0 - S o 2015A 2016A 2017A 2018
2018E 2019E 2020E 2021E 2022 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E Eight Capital Spot Uranium (USS/I 36.8 27.9 23.2 29.0
Uranium Realized Price (US$/Ib) 0.0 0.0 0.0 0.0
mm— Dewey Burdock  ———te Cash COst  —ws— Total Cash Cost
Exchange (USS$/CS) 0.78 0.77 0.75 0.78

Source: Company reports, FactSet, Eight Capital
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Azarga Uranium Corp.

Net Asset Valuation at Eight Capital Capital Partners Price Deck (USS)

NAV at Various Discount Rates
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Target Setting NAV

Discount Rate (SMM) ($/Share)

Uranium Assets

! |
|
Dewey Burdock (100%) | 10% 29 0.38 | 161 2.08 46 0.59 19 0.24
Total Uranium Assets | 29 038 | | 161 2.08 46 0.59 19 0.24
| T
Other Assets & Expenses ’ } ’ |
Cash 0 0.00 0 0.00 0 0.00 0 0.00
Debt ‘ (1) (0.01) ‘ ’ (1) -0.01 (1) (0) (1) (0.01) ‘
Resources ‘ 4 0.05 ’ 4 0.05 4 0.05 4 0.05
Exploration, G&A, Other 10% (3) (0.04) (113) -1.46 (11) (0) 2 0.02 ‘
Net Other Assets | (0) (0.00) (110) -1.42 (8) (0) 5 0.06 |
1
Net Asset Value ‘ 29 0.37 ‘ 51 0.65 38 0.48 23 0.30 ‘
Share Price ‘ 0.27 | 0.27 0.27 0.27 |
P/NAV . 07x [ o4 056  090x
Financial Forecasts at Eight Capital Deck (MM CS)
Cash and Debt Operating Cash Flow and Capital Spending
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Source: Company reports, FactSet, Eight Capital

EIGHT CAPITAL Page |3



Azarga Uranium Corp May 7, 2018

Disclosures and Disclaimers

This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Eight Capital, a
member of the Investment Industry Regulatory Organization of Canada, and the Canadian Investor Protection Fund. Eight
Capital accepts responsibility for the dissemination of this report. Non-client recipients of the research report should not
rely solely on the investment recommendations contained herein and should consult their own professional advisors. Eight
Capital will not treat any non-client receiving this report as its own. Institutional clients who require additional information
on securities discussed in this report should contact a qualified sales person at Eight Capital.

Eight Capital accepts no liability whatsoever for any loss arising from any use or reliance on this research report or the
information contained herein.

This research report is being provided only to institutional clients of Eight Capital and is intended for informational
purposes only. This research report is not an offer to sell or the solicitation of an offer to buy any of the securities
discussed herein. The information contained in this research report is prepared from publicly available information,
internally developed data and other sources believed to be reliable, but has not been independently verified by Eight
Capital. Eight Capital makes no representations or warranties with respect to the accuracy, correctness or completeness of
such information and they should not be relied upon as such.

All estimates, opinions and recommendations expressed herein constitute judgments as of the date of this research report
and are subject to change without notice. Eight Capital does not accept any obligation to update, modify or amend this
research report or to otherwise notify a recipient of this research report in the event that any estimates, opinions and
recommendations contained herein change or subsequently become inaccurate or if this research report is subsequently
withdrawn.

Past performance is not a guarantee of future results, and no representation or warranty, expressed or implied, is made
regarding future performance of any security mentioned in this research report. The price of the securities mentioned in
this research report and the income they generate may fluctuate and/or be adversely affected by market factors or
exchange rates, and investors may realize losses on investments in such securities, including the loss of investment
principal. Nothing in this research report constitutes legal, accounting or tax advice. Investors should consult with his or
her independent legal or tax adviser in this regard.

US Residents: This report is provided to US residents under a chaperoning arrangement pursuant to Rule 15a-6 of the U.S.
Securities Exchange Act of 1934 (the "Rule"). Eight Capital is a non-U.S. broker-dealer for the purposes of the Rule and is
not registered with the Financial Industry Regulatory Authority, the Securities and Exchange Commission or any state
securities regulatory authority. This research report is intended only for persons who are a “major U.S. institutional
investor” which is defined as a U.S. institutional investor or any other entity which owns or manages at least $100 million
in financial assets. This research report is not a solicitation to sell the securities discussed herein; however, should you
choose to make an unsolicited transaction in such securities we may refer you to our chaperone. Please be advised that
Eight Capital may earn a commission in connection with transactions through our chaperone and, in certain cases, our
chaperone may give up trading to Eight Capital for execution.

Eight Capital Corp. is a U.S. registered broker-dealer, a member of FINRA and an affiliate of Eight Capital. Eight Capital
Corp. accepts responsibility for the contents of this research report, subject to the terms and limitations as set out above.
U.S. residents seeking to effect a transaction in any security discussed herein should contact Eight Capital Corp. directly.
Research reports published by Eight Capital are 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
are not intended for the use of any person or entity.

Dissemination of Research

Eight Capital’s Research is distributed electronically through email, website (password protected) or hard copy.
Dissemination of initial research reports and any subsequent research reports is made simultaneously to a pre-determined
list of clients of Eight Capital’s Institutional Sales and Trading representatives.

Conflicts of Interest

Eight Capital has written procedures designed to identify and manage potential conflicts of interest that arise in connection
with its research and other businesses. The compensation of each Research Analyst/Associate involved in the preparation
of this research report is based competitively upon several criteria, including performance assessment criteria, the quality
of research and the value of the services they provide to clients of Eight Capital. The Research Analyst compensation pool
includes revenues from several sources, including sales, trading and investment banking. Research analysts and associates
do not receive compensation based upon revenues from specific investment banking transactions.

Eight Capital generally restricts any research analyst/associate and any member of his or her household from executing
trades in the securities of a company that such research analyst covers, with limited exception.

Should this research report provide web addresses of, or contain hyperlinks to, third party web sites, Eight Capital has not
reviewed the contents of such links and takes no responsibility whatsoever for the contents of such web sites. Web

EIGHT CAPITAL Page | 4



Azarga Uranium Corp May 7, 2018

addresses and/or hyperlinks are provided solely for the recipient's convenience and information, and the content of third
party web sites is not in any way incorporated into this research report. Recipients who choose to access such web
addresses or use such hyperlinks do so at their own risk.

Unless publications are specifically marked as research publications of Eight Capital, the views expressed therein
(including recommendations) are those of the author and, if applicable, any named issuer or Investment Dealer alone, and
have not been approved by, nor are they necessarily those of, Eight Capital. Eight Capital expressly disclaims any and all
liability for the content of any publication that is not expressly marked as a research publication of Eight Capital.

Forward-looking statements are based on current expectations, estimates, forecasts and projections based on beliefs and
assumptions made by the author. These statements involve risks and uncertainties and are not guarantees of future
performance or results and no assurance can be given that these estimates and expectations will prove to have been
correct, and actual outcomes and results may differ materially from what is expressed, implied or projected in such
forward-looking statements.

Research Analyst Certification
Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby certifies that:
e the views and recommendations expressed herein accurately reflect his/her personal views about any and all
of the securities or issuers that are the subject matter of this research report;
e his/her compensation is not and will not be directly related to the specific recommendations or views
expressed by the Research Analyst in this research report;
e they have not affected a trade in a security of any class of the issuer whether directly or indirectly through
derivatives within the 30-day period prior to the publication of this research report;
e they have not distributed or discussed this Research Report to/with the issuer, investment banking at Eight
Capital or any other third party except for the sole purpose of verifying factual information; and
e they are unaware of any other potential conflicts of interest.

The Research Analyst involved in the preparation of this research report does not have any authority whatsoever (actual,
implied or apparent) to act on behalf of any issuer mentioned in this research report.

Informal Comment

Informal Comments are analysts’ informal comments that are posted on the Eight Capital website. They generally pertain to
news flow and do not contain any change in analysts' opinion, estimates, rating or target price. Any rating(s) and target price(s)
in an Informal Comment are from prior formal published research reports. A link is provided in any Informal Comment to all
company specific disclosures and analyst specific disclosures for companies under coverage, as well as general disclosures and
disclaimers.

Presentations

Presentations do not include disclosures that are specific to analysts and specific to companies under coverage. Please refer to
formal published research reports for company specific disclosures, analyst specific disclosures and valuation methodologies
used in determining target prices for companies under coverage.

Idea of Interest

Eight Capital has not initiated formal continuing coverage of Idea of Interest companies. Eight Capital from time to time
publishes reports on Idea of Interest securities for which it does not and may not choose to provide formal continuous
research coverage. All opinions and estimates contained in an Idea of Interest report are subject to change without notice
and are provided in good faith but without the legal responsibility that would accompany formal continuous research
coverage. The companies may have recommendations as per our regular rating system and may have target prices; see
Explanation of Recommendations for details. Any recommendations, target prices and/or comments expire 30 days from
the published date, and once expired should no longer be relied upon as no assurance can be given as to the accuracy or
relevance going forward. Eight Capital does not accept any obligation to update, modify or amend any Idea of Interest
report or to otherwise notify a recipient of an Idea of Interest report in the event that any estimates, opinions and
recommendations contained in such report change or subsequently become inaccurate. Eight Capital’s clients should
consult their investment advisor as to the appropriateness of an investment in the securities mentioned.

IHIROC Rule 3400 Disclosures: A link (here) is provided in all research reports delivered by electronic means to disclosures
required under IIROC Rule 3400, including disclosures for sector research reports covering six or more issuers.

Explanation of Recommendations

Eight Capital target: Represents the price target as required under IIROC Rule 3400. Valuation methodologies used in determining
the price target(s) for the issuer(s) mentioned in this research report are contained in current and/or prior research. Eight Capital
target N/A: a price target and/or NAV are not available if the analyst deems there are limited financial metrics upon which to base a
reasonable valuation.
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Recommendations: BUY: Total returns expected to be materially better than the overall market with higher return
expectations needed for more risky securities. NEUTRAL: Total returns expected to be in line with the overall market.
SELL: Total returns expected to be materially lower than the overall market. TENDER: The analyst recommends tendering
shares to a formal tender offer. UNDER REVIEW: The analyst will place the rating and/or target price Under Review when
there is a significant material event with further information pending; and/or when the analyst determines it is necessary
to await adequate information that could potentially lead to a re-evaluation of the rating, target price or forecast; and/or
when coverage of a particular security is transferred from one analyst to another to give the new analyst time to reconfirm
the rating, target price or forecast.

SECURITY ABBREVIATIONS: NVS (non-voting shares); RVS (restricted voting shares); RS (restricted shares); SVS
(subordinate voting shares).

Eight Capital Equity Research Ratings:

88% 750,
W% of companies covered by Eight Capital in each rating
77% category
66%
55% . L ) . )
0% of companies within each rating category for which Eight
o Capital has provided investment banking services for a fee
44% 35% in the past 12 months.
0 -
33% 23%
22%
11% -
1%
0% 0%
0%
Buy Neutral Sell

As at March 31, 2018
Source: Eight Capital
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