January 11, 2016
Company Update

FISSION URANIUM CORP.
Execution of Subscription Agreement & Offtake Agreement with CGN Mining
EVENT

Recommendation:

Fission Uranium Corp. has announced that it has
entered into a subscription agreement with CGN
Mining Company Ltd. (“CGN”). The company
also elaborated on the off-take agreement with
CGN.

Symbol/Exchange:
FCU-TSX, FCUUF-OTC
Sector:
Metals & Mining
All dollar values in C$ unless otherwise noted.
Current Price:
$0.76
Target Price:
$1.60↑
Return Target:
110%
Cash on hand
$12.0M

BOTTOM LINE

Financial summary
Shares O/S (M)

387.2 52-week range

Market cap ($M)

$0.54 - 1.68

$290.4 Avg. weekly vol. (000)

Market float ($M)

2.88

$277.9 Fiscal year-end

30-Jun

FOCUS POINTS

Indicated Resource

U3O8 Grade

Attrib Resource

Tonnage

Patterson Lake South

1.58%

79.61M lbs.

2.291Mt

▪

Inferred Resource
25.88M lbs.

0.901Mt

105.00M lbs.

3.192Mt

▪

Patterson Lake South

1.30%

Global Resource

Source: Company Reports, Capital IQ

The Deal: CGN will invest C$82M in a
private placement into Fission Uranium for
19.99% of the company at C$0.85/share ($3M
deposit received). CGN’s first foray into
Canadian uranium is a positive for Fission
Uranium and the Canadian uranium industry in
particular as the Chinese have finally pulled the
trigger in investing in a uranium project in
Canada. This highlights its desire for stable
jurisdictions with a solid history of production.
Best available price: The C$0.85/share price
offer is a 25% premium to FCU’s last close and
a 40% premium to the 30-day VWAP. Based
on the 106M lbs U3O8 43-101 resource for
Fission Uranium, the 19.99% stake represents a
valuation of C$3.88/lb or US$2.78/lb. This is
low relative to the Post-Fukushima average of
US$3.78/lb and PLS’ status as a world-class
asset. However, this may be the best available
in the current market.
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Off-take Agreement: CGN Mining will
purchase 20% of Patterson Lake South’s
annual production and will have the option to
for an additional 15%. We expect CGN to
maximize this.

Price (C$)

Equity Research

Neutral – Today’s announcement takes the initial
December 21 release another step forward. We
reiterate our Buy recommendation and increase our
target price to $1.60 per share (from $1.55
previously).
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Company profile: Fission Uranium is a Canadian
based uranium company focused on the acquisition,
exploration and development of uranium properties in
Canada’s Athabasca Basin.
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OFF-TAKE FOR 20% WITH 15% OPTION
CGN has secured a 20% off-take from Patterson Lake South with an option for
an additional 15%. Given the demand for uranium from the Chinese, we
expect CGN to maximize its off-take at 35%. It was noted that the deal is at
“industry standard terms”, which we assume to be spot price less a 5%-10%
discount at the time.
While the potential of an up to 35% off-take is steep relative to the 20% interest
that CGN has obtained, management has noted that this is in relation to the
premium paid by CGN, which is 42% relative to the 30-day vwap price of
$0.60/share. While clearly a nice premium, we do note below that the $/lb
valuation is low relative to historical transactions (takeouts and major
investments) and is likely a reflection of market conditions.

FIRST CHINESE ENTITY TO INVEST DIRECTLY IN
CANADIAN URANIUM
We view CGN Mining’s first foray into Canadian uranium as a positive for
Fission Uranium and the Canadian uranium industry in particular as the Chinese
have finally pulled the trigger in investing in a uranium project in Canada. This
highlights China’s desire for stable jurisdictions with a solid history of
production. The valuation is low in our opinion but is perhaps a reflection of
the current state of the market. Given the weak financing markets and a need to
add cash, FCU has added a highly sought-after partner at a 25% premium to its
last close price and a 42% premium to its 30-day VWAP.
CGN will acquire 96,736,540 common shares of FCU in exchange for the
C$82.2M in cash. CGN may not trade its acquired shares in FCU for a period
of four months plus one day from the closing date of the offering. CGN will
also be entitled to nominate two directors to FCU’s board of directors
(increasing from seven to nine). Approval from the TSX is still required and is
expected in the coming week or so.
Based on the 106 M lbs U3O8 resource for Fission Uranium, the 19.99% stake
represents a valuation of C$3.88/lb or US$2.78/lb. As seen in our graph in
Exhibit 1, the transaction values Patterson Lake South at US$2.78/lb, which is
low relative the Post-Fukushima average of US$3.78/lb and is particularly so
given PLS’ status as one of the premier undeveloped uranium deposits in the
world.
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Exhibit 1. Notable uranium public transaction valuations ($USD)
Fission Uranium - CGN (Dec 2015)

$2.78

Energy Fuels - Uranerz Energy (Jan. 2015)

$7.90

Denison Mines - Rockgate Capital (Sept. 2013)

$0.57

Toro Energy-Maitland (Aug. 2013)

$1.35

Energy Fuels-Strathmore Minerals (May 2013)

$0.79

Denison-Fission (Jan. 2013)

$9.12

ARMZ-Uranium One (Jan. 2013)

$7.08

Denison-JNR Resources (Nov. 2012)

$1.43

Cameco-Yeelirrie (Aug. 2012)

$3.10

Ur-Energy - Pathfinder (Jul. 2012)

$0.90

Fission Energy-Pitchstone (Apr. 2012)

$1.03

Cameco - Millennium (28%) (Mar. 2012)

$7.96

UEC-Cue Resources (Jan. 2012)

$0.51

CGNCP - Extract Resources (Dec. 2011)

$4.28

Energy Fuels-Titan (Oct. 2011)

Post Fukushima average:
US$/lb: $3.78

$0.51

Rio Tinto-Hathor (Aug. 2011)

$11.22

Transaction Average

$5.87

ARMZ-Mantra (Mar. 2011)

$8.91

Paladin-Aurora Assets (Dec. 2010)

$1.81

Paladin-NGM (Jul. 2010)

$1.83

CNNC-Western Prospector (Mar. 2009)

$0.67

Fronteer-Aurora (Dec. 2008)

$0.45

Pre Fukushima average:
US$/lb: $8.78

Cameco/Mitsubishi-Kintyre (Jul. 2008)

$7.20

Denison-Omega Corp (Jun. 2007)

$5.77

AREVA-Uramin (Jun. 2007)

$15.18

Uranium One-EMC (Jun. 2007)

$18.31

Paladin-Summit (Feb. 2007)

$19.40
$0
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Source: Cantor Fitzgerald Canada Research

The investment into FCU by CGN is a landmark transaction as it is the first
direct investment into a Canadian uranium company by a Chinese entity. CGN
is an investment holding company that is listed on the Hong Kong Stock
Exchange and is engaged in the trading of uranium. The controlling shareholder
of CGN is China Uranium Development Company Limited, which is a wholly
owned subsidiary of China General Nuclear Power Corporation – the leading
clean energy corporation in China.
It will be interesting to see how this transaction impacts the takeout potential
for Fission Uranium now that CGN has a 19.99% stake in the company. CGN
was widely viewed as a potential acquirer of FCU and at a very good valuation it
now has an inside track to do so. Any new bidder will have to work with CGN
if it were to acquire FCU.
Recall that after having announced an initial global resource of just over 105M
lbs earlier in January, impressive potential project economics have been
disclosed in September ($1.81B pre-tax NPV10% and 46.7% pre-tax IRR using
a base case US$65/lb U3O8 price along with an exchange rate of US$0.85:
C$1.00), highlighted by a mine life of 14 years, producing a total estimated
100.8M lbs. The PEA demonstrates the viability and profitability of the project.
The PEA projects an assumed 14-year mine life producing 100.8M lbs at a
metallurgical recovery of 95% with 77.5M lbs U3O8 recovered in the first six
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years of production. The average annual production is forecast to be 7.2M lbs
U3O8 over the total mine life. The payback period is estimated to total 1.4 years
pre-tax, or 1.7 years post-tax, while the base case pre-tax net cash flow from the
proposed LOM is expected at $4.12B or post-tax, $2.53B.
The transaction is expected to close on January 11, 2016 at 2pm Pacific time.
The transaction carries a C$3M break fee. The LOI further provides that the
break fee will be payable by CGN Mining to Fission in the event that CGN
Mining shareholder approval, Hong Kong Stock Exchange approval or the
approval of the Chinese government is not obtained by February 29, 2016,
Pacific time.

VALUATION AND RECOMMENDATION
We are maintaining our Buy recommendation with a target price of C$1.60 per
share, which is up 3% from C$1.55 per share. Our target price is based on a
1.0x multiple to our NAV10% valuation of $1.60 per share. Based on Friday’s
close, this represents upside of 113%.
Our NAV valuation for Fission Uranium remains effectively the same at C$1.60
per share as positive fluctuations in the USD/CAD exchange rate were offset
by the modelling of reduced revenue stemming from a 35% off-take to CGN at
an estimated 10% discount to spot prices at the time.
Exhibit 2. Patterson Lake South Net Asset Value

Mining Assets
Patterson Lake South
Total Mining Assets

(100%)

C$ 000s Per share
600,419
1.22
600,419
1.22

Financial Assets
Cash
Working Capital net of cash
LT Liabilities
Proceeds from ITM Instruments
12% Stake in Fission 3.0
Net Asset Value

C$ 000s Per share
94,200
0.19
(7,797)
(0.02)
0
0.00
100,457
0.20
1,870
0.00
186,860
0.38
787,279
1.60

Shares Outstanding (000's)
483,310
NAV/sh
$1.63
Diluted shares outstanding
493,513
NAV per Diluted share (C$/share)
$1.60
Current share price (C$/share)
$0.73
Price / NAV
0.46x
(1) Corporate adjustments are as of last reported Financial Statements
Source: Cantor Fitzgerald Canada Research
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U3O8 (lbs)

Exhibit 3. PLS Production and cost profile
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Exhibit 4. Uranium Price Forecast
2013A
U3O8 Price

2014A

$38.53

2015E

$33.48

$37.82

2016E

2017E

$48.75

2018E

$60.00

$70.00

2019E
$80.00

Source: Cantor Fitzgerald Canada Research

Exhibit 5. Comparable Valuation
Uranium Producer
Company Name

Stock Price
(Local $)

Stage

Cameco Corporation (TSX:CCO)
Energy Fuels Inc. (TSX:EFR)
Paladin Energy Ltd (ASX:PDN)
Uranium Energy Corp. (NYSE:UEC)
UR-Energy Inc. (TSX:URE)
Producer Average

Production
Production
Production
Production
Production

16.06
3.41
0.24
1.01
0.98

Market

Enterprise

Cap ($'000)

Value ($'000)

6,356,427.9
154,350.7
398,325.9
141,700.1
127,585.0
$1,435,677.9

7,784,530.9
128,992.9
630,958.9
161,265.6
113,261.4
$1,763,801.9

Avg Grade
7.576%
0.091%
0.079%
0.062%
0.080%

43-101 Resources (M lbs)
P&P
M&I
Inferred
465.1
245.9
288.8
0.0
100.0
40.4
174.3
193.6
153.8
0.0
32.4
36.3
0.0
34.5
10.3
127.9
121.3
105.9

Total
999.8
140.3
521.7
68.7
44.9
355.1

MKT / LB

EV / LB

$6.36
$1.10
$0.76
$2.06
$2.84
$2.62

$7.79
$0.92
$1.21
$2.35
$2.52
$2.96

MKT / LB

EV / LB

$11.29
$1.69
$2.75
$1.53
$0.48
$0.46
$3.90
$0.74
$2.85

$10.03
$1.12
$2.67
$1.39
$0.42
$0.39
$3.29
$0.62
$2.49

*Market Cap and Enterprise value for Paladin Energy and Uranium Energy Corp. has been converted to $CAD at the prevailing $AUD/$CAD or $USD/$CAD market exchange rates

Uranium Explorer/Developer
Company Name
Hathor Exploration (Acquired)
Denison Mines (TSX:DML)
Fission Uranium Corp. (TSX:FCU)
NexGen Energy (TSXV:NXE)*
Kivalliq Energy Corp. (TSXV:KIV)
UEX Corp. (TSX:UEX)
Peninsula Energy Ltd. (ASX:PEN)**
Azarga Uranium (TSX:AZZ)
Average

Stage
Producers
Exploration
Exploration
Exploration
Exploration
Exploration
Exploration
Development
Development

Stock Price
($Local)
4.70
0.65
0.76
0.79
0.10
0.16
1.06
0.29

Market
Cap (C$'000)

Enterprise
Value (C$'000)

654,240.0
336,985.1
290,409.6
226,638.8
20,598.1
39,362.4
185,051.1
17,496.4
$221,347.7

581,240.0
224,126.3
281,456.0
205,888.9
18,317.7
32,793.1
155,833.6
14,684.8
$189,292.6

43-101 Resources (M lbs)
Avg Grade
8.628%
2.29%
1.51%
0.64%
0.69%
0.84%
0.05%
0.17%

M&I
17.2
102.0
79.6
0.0
0.0
68.2
17.2
18.1
37.8

Inferred
40.7
97.6
25.9
0.0
43.3
16.5
30.2
5.7
32.5

Total
57.9
199.7
105.5
148.6
43.3
84.7
47.4
23.8
88.9

* Until a maiden resource is published, given drilling to date, Cantor Fitzgerald Canada currently estimates a 148.6M lb resource at 0.64% U3O8 for NexGen Energy
** Market Cap and Enterprise value for Peninsula Energy has been converted to $CAD at the prevailing $AUD/$CAD market exchange rate

Uranium Coverage P/NAV
$1.00
$0.75

0.63

0.57

0.56
0.47

$0.50

0.43

0.43
0.35

0.31

0.28

DML

EFR

$0.25

0.23

$0.00
U

KIV

URE

FCU

Average

CCO

UEC

AZZ

Source: Cantor Fitzgerald Canada
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DISCLAIMERS AND DISCLOSURES
Disclaimers
The opinions, estimates and projections contained in this
report are those of Cantor Fitzgerald Canada Corporation.
(“CFCC”) as of the date hereof and are subject to change
without notice. CFCC 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, CFCC makes no
representation or warranty, express or implied, in respect
thereof, takes no responsibility for any errors 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
CFCC that is not herein.
This report is provided, for informational purposes only, to
institutional investor clients of CFCC, 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, CFCC, 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
Cantor Fitzgerald 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
Cantor Fitzgerald USA.
Non US Broker Dealer 15a-6 disclosure: This report is being
distributed by (CF Canada/CF Europe/CF Hong Kong) in the
United States and is intended for distribution in the United
States solely to “major U.S. institutional investors” (as such
term is defined in Rule15a-6 of the U.S. Securities Exchange
Act of 1934 and applicable interpretations relating thereto) and
is not intended for the use of any person or entity that is not a
major institutional investor. This material is intended solely for
institutional investors and investors who Cantor reasonably
believes are institutional investors. It is prohibited for
distribution to non-institutional clients including retail clients,
private clients and individual investors. Major Institutional
Investors receiving this report should effect transactions in
securities discussed in this report through Cantor Fitzgerald &
Co. This report has been prepared in whole or in part by
research analysts employed by non-US affiliates of Cantor
Fitzgerald & Co that are not registered as broker-dealers in the
United States. These non-US research analysts are not
registered as associated persons of Cantor Fitzgerald & Co. and
are not licensed or qualified as research analysts with FINRA
or any other US regulatory authority and, accordingly, may not
be subject (among other things) to FINRA’s restrictions
regarding communications by a research analyst with a subject
company, public appearances by research analysts, and trading
securities held by a research analyst account.

Potential conflicts of interest
The author of this report is compensated based in part on the
overall revenues of CFCC, a portion of which are generated by
investment banking activities. CFCC may have had, or seek to
have, an investment banking relationship with companies
mentioned in this report. Cantor and/or its officers, directors
and employees may from time to time acquire, hold or sell
securities mentioned herein as principal or agent. Although
CFCC 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 January 11, 2016
CFCC has not provided investment banking services or received
investment banking related compensation from Fission
Uranium within the past 12 months.
The analysts responsible for this research report do have, either
directly or indirectly, a long or short position in the shares or
options of Fission Uranium.
The analyst responsible for this report has visited the material
operations of Fission Uranium. No payment or reimbursement
was received for the related travel costs.

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.
HOLD: 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 current
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 describing the nature and limits of coverage
is available upon request.
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