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Denison Doubles Down on Uranium - Moves to
Acquire Pounds as Long-Term Investment

OUR TAKE: Denison has just closed an US$86.3 million financing with the specific focus of using the
proceeds to acquire ~2.5 Mlb U30g, in the spot market. The move makes sense in the context of
Denison’s current share price which has significantly outperformed uranium. With the move, Denison
will add a significant investment in physical uranium at a fraction of the dilution it would have
contemplated a year ago and adds a new dimension of flexibility to the story. Our long-term price
forecast of USS$S65/lb UsOg, and the ever-tightening supply/demand fundamentals in the uranium
space suggest significant upside if DML procures the pounds near current spot market price indicators.
In the future, Denison could liquidate the investment to raise capital for development of Wheeler
River or use the inventory as a buffer to initial production if it signs future delivery commitments. The
pounds could be used as security against future development capital or to add comfort to a potential
off-take partner. Denison continues to be a ‘top-pick’ in the uranium space largely underpinned by
our thesis that recent de-risking work at Wheeler River regarding the ISR mining approach to the
ultra-high-grade Phoenix deposit is going under-appreciated by the market. We expect future work
to demonstrate the viability of this low-cost mining approach and believe that it will translate into
more positive movement in DML’s share price. Denison was highlighted in our Haywood 2021 Top
Picks Report here

KEY HIGHLIGHTS
Financing to Invest. On March 22", DML closed its previously announced US$86.3 million
bought deal public offering. The offering was comprised of 78.4M units at US$1.10 per unit,
including 10.2M units from the full exercise of the over-allotment option. The proceeds of the
financing will be used to fund the strategic purchase of ~2.5 million pounds of uranium
concentrates in the spot market, to be held as a long-term investment, as discussed above.
The investment will support future development / advancement of the Wheeler River Project.
ISR field work to continue in 2021: Plans for 2021 include the installation of a 5-well ISR test
pattern replicating a production injection/recovery well configuration using commercial-scale
wells at the Phoenix deposit to “facilitate further hydrogeological evaluation and support the
final production well design pattern...” DML expects to be in a position to carry out a lixiviant
test in 2022 which will be a major milestone for the project and, if successful, highly de-risking
from an ISR extraction feasibility perspective.

OUTLOOK
Increasing target on reducing risk and sector-wide re-rating. We are increasing our target to
$2.20 (from $1.60) with this report, taking our project level DCF discount rate down to 6%.
Valuations have significantly re-rated in the uranium sector. We view DML’s Wheeler River
project as highly likely to be developed in the future and is deserving of premium valuation.

RECOMMENDED ACTION

Attractive entry point. DML shares have been demonstrating excellent sector leverage as of
late, while it continues to de-risk its world-class Wheeler River project. Trading well off its recent
highs, we see great upside in the rising uranium price environment we forecast.

CATALYSTS
1. H1/2021 - Further technical work to de-risk the ISR mining approach to Phoenix at Wheeler
River - including potential future field programs in support of a future FS / EA process
2. 2021 - PFS update or full Feasibility Study for Wheeler River integrating the extensive
technical advancements made since the 2018 PFS.
3. 2021 - Exploration results — seeking satellite deposits at Wheeler River; and Studies for
other potentially ISR amenable projects similar to THT/Waterbury.

Colin Healey, MBA,
Aazan Habib, CFA, CMT
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VALUATION

Our target is based on a corporate NAV sum-
of-parts assessment of Denison’s full suite of
interests, including a DCFgy assessment of
future production from the Wheeler River
project and other credits.

Net of corporate adjustments, our NAV is
$1.9 billion, or $2.18 per fully diluted share.
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We believe Denison continues to make significant progress in redefining
what its flagship Wheeler River project could be, especially with respect to
the Phoenix deposit and the ISR mining approach it is developing. Denison’s
unique (to the Athabasca) plan to in-situ leach the Phoenix deposit is
perceived as technically challenging, but with a very high potential reward,
with a PFS-supported cost profile among the lowest in the world, due to the
extremely high grades at Phoenix.

Innovator in the basin looking to shed risk perception. Denison defined
the ISR mining concept for its Phoenix deposit back in September of
2018 with the publication of its Prefeasibility Study on the Wheeler River
project (Denison owns 90%). The approach marries for the first time
several proven commercial uranium mining techniques (ISR, freeze
walls) and proven conventional processing. The full Wheeler River
project PFS indicated a pre-tax NPV of $1.3 billion, with LoM blended
OPEX of USS$7.1/Ib, and pre-production CAPEX of just C$323M (100%
basis). The PFS sequences in the Gryphon deposit at Wheeler River, but
the current focus of Denison is Phoenix, where OPEX outlined in the PFS
is just USS$3.33/Ib U308, with all-in costs of US$8.90/Ib implementing
ISR mining techniques. Phoenix alone drove a pre-tax NPV of $930.4M
and a pre-tax IRR of 43.3% using a ramping uranium price ranging from
USS$29 to USS45/lb U308. The high asset quality, low CAPEX burden and
industry leading cost profile potential make Denison a very compelling
name in the junior uranium sector.

New approach could further improve economics. Denison conducted a
trade-off study examining the use of ‘freeze walls’ and sequential ISR
mining phases to replace the ‘freeze dome’ outlined for the Phoenix
deposit in the PFS. Mining of Phoenix via ISR was already a very
attractive economic proposition, and with the freeze wall approach, we
could see these economics improve further. Each Phase would isolate a
smaller portion of the deposit than the freeze dome and would not
require the use of complex and more expensive directional drilling
techniques. The trade-off study is preliminary but lower initial CAPEX is
supportable as the phased freeze wall approach is much simpler less
costly to initial production due to the smaller footprint and cheaper
installation techniques. We expect there will naturally be an increase
in sustaining CAPEX associated with the installation of sequential freeze
walls as DML moves through production phases, and therefore, some
increase in all-in sustaining cost of production. That said, we believe that
this is the much better proposition, as it places the bulk of the sequential
CAPEX into a timeframe where it can be ‘production-supported’,
reflecting the potential for reduced dilution to shareholders on the
lower upfront financing need.

KEY RISKS
e Financing - dilution from future equity financings.

e Technical Risk — Denison is working to prove an unconventional,
but potentially extremely low-cost, ISR mining concept for the
Phoenix deposit at its flagship Wheeler River Project, eastern
Athabasca Basin. The concept marries several proven
technologies in a way not seen before. This innovative approach
carries with it the typical high risk of any new mining technique.

e« Commodity Risk — Denison shares remain highly correlated with
uranium price movements. Weakness or volatility in the
commodity could induce similar outcomes in DML shares.

Colin Healey, MBA,
Emma Boggio, MSA, CPA, CA,
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TARGET PRICE
Our target is based on a corporate NAV sum-of-parts
assessment of Denison’s full suite of interests, including a DCFgy,
assessment of future production from the Wheeler River project
and other credits. Net of corporate adjustments, our NAV is $1.9
billion, or $2.18 per fully diluted share.

DOWNSIDE CASE
Acknowledging the risks. While Denison’s low-case valuation
should have support from its significant 22.5% interest in the
McClean Lake mill hard asset, there is no hiding from commodity
price exposure and technical risk at its flagship Wheeler River
project. The Company is working diligently to reduce perceived
risk of ISR mining at Phoenix, but set-backs in that regard and/or
further weakness in uranium price would negatively impact DML
shares. In consideration of a confluence of negative factors our
downside case from DML shares is $0.60.
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Our downside scenario price is a theoretical case based on notional valuation metrics
and market assumptions. The downside price is solely intended for demonstrative
purposes and is not to be regarded as a reflection of all market possibilities. It is not a
guarantee that this company’s share price will not drop below this price level and hence

should not be taken as such.

Denison Mines Corp. Denison is advancing its flagship Wheeler
River uranium project, the largest, highest-grade undeveloped
uranium project in the prolific eastern Athabasca Basin,
Saskatchewan.

Website

Key Management
David Cates — President & CEO


http://www.denisonmines.com/

TSX:DML Price: CDN $1.30 Shares O/S (M) 803.9 Rating: Buy

AMEX:DNN Price: US $1.02 MCap (CDN$ M) $1,045.1 Target (CDN $): $2.20 Return: 69%

a Denison Mines is focused on becoming the preeminent exploration company in the Athabasca Basin. Following the sale of its U.S. assets, the Company has continued to expand its portfolio of
strategic assets organically, and through strategic acquisition and investment in mainly in the eastern Athabasca Basin, Saskatchewan. Denison has a 22.5% interest in the McClean Lake mill.
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Denison Mines Corp. (DML-T, DNN-US)

Looking Ahead

Denison has just closed an US$86.3 million financing with the specific focus of using the proceeds to acquire ~2.5 Mlb U30g, in the spot
market. The move makes sense in the context of Denison’s current share price which has significantly outperformed uranium. With the
move, Denison will add a significant investment in physical uranium at a fraction of the dilution it would have contemplated a year ago and
adds a new dimension of flexibility to the story. Our long-term price forecast of US$65/lb Us0s, and the ever-tightening supply/demand
fundamentals in the uranium space suggest significant upside if DML procures the pounds near current spot market price indicators. In the
future, Denison could liquidate the investment to raise capital for development of Wheeler River or use the inventory as a buffer to initial
production if it signs future delivery commitments. The pounds could be used as security against future development capital or to add
comfort to a potential off-take partner.

Financing to Invest. On March 22", DML closed its previously announced US$86.3 million bought deal public offering. The offering
was comprised of 78.4M units at US$1.10 per unit, including 10.2M units from the full exercise of the over-allotment option. The
proceeds of the financing will be used to fund the strategic purchase of ~2.5 million pounds of uranium concentrates in the spot
market, to be held as a long-term investment, as discussed above. The investment will support future development / advancement of
the Wheeler River Project.

ISR field work continues in 2021: Denison will install a 5-well ISR test pattern replicating a production injection/recovery well
installation configuration using commercial-scale wells at the Phoenix deposit to “facilitate further hydrogeological evaluation and
support the final production well design pattern, as well as refine cost estimates, while allowing for testing of further permeability
enhancement options.” DML expects to be in a position to carry out a lixiviant test in 2022 which will be a major milestone for the
project and, if successful, highly de-risking from an ISR extraction feasibility perspective. DML says “[t]he 2021 field program is fully
permitted, with all approvals received from the provincial government to commence work on site.”

Continuation of metallurgical test work: More lab work to replicate and confirm the ISR process flowsheet is planned. DML states
that “studies are expected to include additional core leach tests followed by uranium bearing solution (“UBS”) preparation, through
column leaching, to allow for bench-scale tests planned to simulate each unit of operation in the process plant.”

Advancement of engineering activities: According to Denison, “[d]esktop and field investigations are planned to finalize specific
Project details necessary for the EA and engineering inputs required to formally initiate the FS. Areas of investigation are expected to
include site layout design and earthworks updates, electrical power studies, borrow pit investigation, geotechnical analysis, final ISR
well designs and decommissioning plans.”

Figure 1: Haywood Future Production Profile/Mining Concept for Wheeler River
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Valuation & Recommendation

Increasing target on reducing risk and sector-wide re-rating. We are increasing our target to $2.20 (from $1.60) with this report, taking
our project level DCF discount rate down to 6%. Valuations have significantly re-rated in the uranium sector. We view DML’s Wheeler River
project as highly likely to be developed in the future and is deserving of premium valuation. We have fully integrated the dilution impact
of the recent financing and integrated the assumed physical uranium holdings into our “working capital” credit in Figure 2 in the NAV
breakdown. We value the assumed 2.5 Mlb Us0s physical uranium holdings at current spot prices pending disclosure of acquisition cost,
at which time, we would transition to our 12-month forward spot price assumption of US$39. Denison says it will hold the physical uranium
as a long-term investment, and once officially on the books, we will move it out of our “working capital” balance and make the adjustment,
but as of now, it sits as cash. The main driver of our target price increase is the reduction in discount rate to 6% applied to our DCF NAV as
the uranium sector has clearly rebased as the outlook for nuclear power and uranium continues to improve, with some of the best
fundamentals from a supply/demand perspective, that we’ve seen in more than a decade.

Valuation — We value Our target is based on a 1.0x multiple to our corporate NAV sum-of-parts assessment of Denison’s full suite of
interests, including a DCFgy assessment of future production from the Wheeler River project and other credits. Net of corporate
adjustments, our NAV is $1.9 billion, or $2.18 per fully diluted share. DML currently trades at 0.94x Consensus NAV and 0.59x Haywood
NAV, where Athabasca Basin peers are currently trading at 0.90x consensus NAV. See Figure 2 and Uranium Sector Comps on page 6.

Top Pick, Eastern Athabasca Uranium Explorer/ Developer: We continue to highlight Denison as one of our top picks in the uranium mining
sector in 2021. Denison has done an impressive job of redefining what its flagship Wheeler River project could be, especially with respect
to the Phoenix deposit and the ISR mining approach it is developing. We believe the market is significantly underestimating the importance
of the de-risking event of the recent 'freeze-wall' technical update on Phoenix and will gain the recognition it deserves over time.

Denison continues to be a ‘top-pick’ in the uranium space largely underpinned by our thesis that recent de-risking work at Wheeler River
regarding the ISR mining approach to the ultra-high-grade Phoenix deposit is going under-appreciated by the market. We expect future
work to demonstrate the viability of this low-cost mining approach and believe that it will translate into more positive movement in
DML’s share price. Denison was highlighted in our Haywood 2021 Top Picks Report here

Figure 2: Valuation Breakdown

Average Realized U308 (US$/Ib) $65 $52 $59 $72 $78
McClean Lake/Midwest DCF (C$M) (@6.0%) $58.5

Wheeler River DCF (C$M) (@6.0%) $1,485.9

NPV of Corporate CF (@6.0% ) -$29.1

Total Project NAV - Net of Corporate CFs $1,515.4

McClean Lake Mill 22.5% Value (C$M) $150.0

Canada - Waterbury, others (C$M) $53.5

Equity interestin Goviex (C$M) $18.9

Corporate NAV Subtotal (CDN$) $1,737.7 $1,110.0 $1,428.7 $2,045.4 $2,351.6
Working Capital + Uranium Inventory (est year end 2021) $155.6 $155.6 $155.6 $155.6 $155.6
Dilutive Capital $10.0 $10.0 $10.0 $10.0 $10.0
Corporate NAV (CDNS$) $1,903.4 $1,275.6 $1,504.3 $2,211.1 $2,517.2
Corporate NAVPS $2.18 $1.59 $1.98 $2.75 $3.13
Current PINAV 0.6x 0.8x 0.7x 0.5x 0.4x
Target PINAV 1.0x 1.0x 1.0x 1.0x 1.0x
Target (CDN$) $2.20 $1.60 $2.00 $2.80 $3.10

Source: Haywood Securities

Attractive entry point as risk/reward proposition improving. A core strength of Denison remains its ability to leverage its technical team
and knowledge gained in studying ISR and its applicability to unconformity-hosted uranium deposits in the Basin. Denison continues to
demonstrate this as it applies its growing in-house ISR skill set, unique in the Athabasca Basin, to another deposit, potentially unlocking
value in a project that would otherwise likely require significant scaling to be economic by conventional mining techniques. We recommend
buying Denison to gain leverage to the uranium sector and potentially ultra low cost future production from Wheeler River while Denison
works to uncover additional value in its extensive portfolio of other projects. Following major global production cuts, the uranium market
is in fundamental deficit. We believe key major global projects will remain offline until uranium prices climb, which will be a major catalyst
for high torque names like Denison.

Colin Healey, MBA,
Emma Boggio, MSA, CPA, CA,
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Uranium Sector Comps

Kazatomprom (KAP-LSE) $23.00 $23.82 4%
EnergyResources (ERAAU)  S025| |
$023 __ 97%

$7,194 1200 $6.00 $175  $189  $254
| (020 (025 (sot2) | |
o flsar b
| go03) | |

Denison Mines (DML-T) $1.37 $1.52 11%| | 804 $1,101.3 $800.2 157.1 $5.09 $1.45 0.94x

| (5003 s002) (s003 | |
$103  81% oo _soon soon | |
$114  73%
$048 (23
$006 (5%
Laramide Resources (LAM-T)  so47|
023 91%
TooEnergy (TOEAU) — S003f

Western Uranium  (WUC-L) $145| |

enCoreEnergy (EUY) st
MegaUranum (MGAT) S0/
fopianergy (PHA)  sesef
BueSky BSKV)  se2f
Baselode Energy (FIND-)  soe2|

$191.3 116 $1.71

GlobexMining (GMXT)  sos7|
05 o1
Puontrnon €100 sos| |
Foons0 fU st ]
Songgunon 1Oy sors| |
X-Tera Resources (XTT-V) sot0| |
s @04 so| |
Vgt (20 s |
Novemamum 0wy 2| |
ErosResources (ERCY)  8009] |

INVENTORY FUNDS
Yellow Cake (YCALN) £254 £2.96 17% 129 £326.0 $442.5 132 $33.53

Source: S&P Capital 1Q, SNL Financial, Bloomberg, Haywood Securities, Company Reports

$29.8
$31.41 70 $4.46

Colin Healey, MBA, 604-697-6089, chealey@haywood.com *
Emma Boggio, MSA, CPA, CA, 604-697-6166, eboggio@haywood.com



Denison Mines Corp. (DML-T, DNN-US)

Important Information and Legal Disclaimers

This report is intended for institutional investors and may only be distributed to non-institutional US clients in the following states: Alaska,
Alabama, Arkansas, Arizona, California, Colorado, Connecticut, District of Columbia, Delaware, Florida, Georgia, Guam, Hawaii, lowa, Idaho,
Illinois, Indiana, Kansas, Kentucky, Louisiana, Massachusetts, Maryland, Maine, Michigan, Minnesota, Missouri, Mississippi, Montana,
North Carolina, North Dakota, Nebraska, New Hampshire, New Jersey, New Mexico, Nevada, New York, Ohio, Oklahoma, Oregon,
Pennsylvania, Puerto Rico, Rhode Island, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, Virgin Islands, Vermont,
Washington, Wisconsin, West Virginia, and Wyoming. Otherwise, this report may only be distributed into those states with an institutional
buyer state securities registration exemption.

Analyst Certification

I, Colin Healey, hereby certify that the views expressed in this report (which includes the rating assigned to the issuer’s shares as well as
the analytical substance and tone of the report) accurately reflect my/our personal views about the subject securities and the issuer. No
part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations.

Important Disclosures
Of the companies included in the report the following Important Disclosures apply:

¢ Haywood Securities, Inc. has reviewed lead projects of Denison Mines Corp. (DML-T) and NexGen Energy Ltd. (NXE-T) and a portion of
the expenses for this travel may have been reimbursed by the issuer.

<>

Haywood Securities Inc. or one of its subsidiaries has managed or co-managed or participated as selling group in a public offering of
securities for Denison Mines Corp. (DML-T) and NexGen Energy Ltd. (NXE-T) in the last 12 months.

Distribution of Ratings (as of March 25, 2021)

Buy 79.8% 79 93.9%
Hold 6.1% 6 6.1%
Sell 0.0% 0 0.0%
Tender 1.0% 1 0.0%
UR (Buy) 0.0% 0 0.0%
UR (Hold) 0.0% 0 0.0%
UR (Sell) 0.0% 0 0.0%
Dropped (TTM) 13.1% 13 0.0%
Price Chart, Rating and Target Price History (as of March 25, 2021)
Denison Mines Corp. (DML-T) Date  Target(C$) Rating

3/25/21 $2.20 Buy
m Price History (C$) ~ ® Target/Rating/Coverage Change 1/29/20  $1.60 Buy

10/30/18  $2.10  Buy
3 9/26/18  $2.00  Buy
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Transferred & Re-initiated Coverage 08/20/12

B: Buy; H: Hold; S: Sell; T: Tender; UR: Under Review
Source: Capital IQ and Haywood Securities
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