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Energy Fuels Inc. (TSX:EFR)

Financial Results

FY’21 Gain Upon Asset Sale; Setting the Stage for U and REE
Impact: Neutral to Slightly Positive

(Currency is US$ unless noted otherwise)
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Energy Fuels reported FY’21 financial and operating results, highlighting
earnings of $1.5M after a gain on disposal of its non-core assets (read
more) to Consolidated Uranium Inc. (TSXV:CUR, BUY, C$4.15 target, David
A. Talbot). In our view, investors are not buying EFR for its current
financial results, but for its growth prospects, given that it has the only
conventional uranium mill, modified to handle REE production, a
couple of ISR plants and several uranium mines already permitted and
on standby. We believe EFR is setting the stage to become the largest
producer of uranium, vanadium, and rare earths, just as price seems to
be accelerating in each segment.
•

Net income was -$34.3M vs our estimate of -$30.9M after excluding
a $35.7M asset gain and lower than expected RE carbonate
production, attributable to the lack of supply of monazite sands.
Notable expenses included $10.75M in development costs (related to
RE carbonate production ramp up), $9.4M in standby costs and $15.3M
in G&A.

•

Strong balance sheet includes $132M in cash, $31M in inventory and
no debt. Assuming current prices, inventory has a value of $60.6M
which includes 0.69M lb U3O8 at $58.50/lb ($40.4M) and 1.65M lb V2O5
at $12.25/lb ($20.2M).

•

Starting to pursue long-term (LT) uranium sales contracts. While
uranium production was nil in 2021, with the rebound in uranium
prices, management seeks LT contracts, which we believe could
kickstart several of its operations currently on standby. Guidance is for
~100-120k lb U3O8 processing alternate feed materials in 2022, and we
move our low cost Nichols Ranch restart forward by one year to 2023.

•

REE production slow to ramp on lack of supply. REE carbonate was
270t for 120t RE oxide in 2021 as circuits were installed at White Mesa.
This is less than our forecast of 549t RE carbonate, largely because of
lack of deliveries from its source in GA. Guidance for 2022 is 650-1000t
(we use 800t) RE carbonate in 2022, on route to an estimated 6,000t
by 2023 (by processing 15,000t of monazite sands).

•

Lanthanum and Cerium separation began in Q1/22, representing the
first REE separation in the US for many years. Studies with REE expert
Carester SAS, continues to investigate permitting and design of a full
separation circuit at White Mesa to produce separated oxides.

•

Adjusting our model. After moving our Nichols Ranch start-up to
2023, lowering our RE oxide production forecast in 2022, our target for
EFR remains unchanged. Looking ahead at 2022, we look forward to
the publication of the medical isotope and separation scoping study.
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Company Description
Energy Fuels is a U.S.-based uranium mining company,
supplying U3O8 to major nuclear utilities. The company also
produces vanadium from certain of its projects, as market
conditions warrant, and in July 2021 started the commercial
production of a mixed REE carbonate. Energy Fuels holds
three of America’s key uranium production centers: the
White Mesa mill in Utah, the Nichols Ranch in-situ recovery
(“ISR”) project in Wyoming, and the Alta Mesa ISR project in
Texas.

We maintain a BUY rating and C$11.85/sh target price. We value EFR
using only its U3O8, V2O5 and REE carbonate businesses, awaiting further
studies before we consider REE oxides or metals. Upcoming catalysts: 1)
Monazite supply contracting (ongoing), 2) Potential restart of uranium
operations (ongoing), 3) Medical isotope study (2022), 4) REE oxide
separation scoping study (2022).
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Figure 1: Energy Fuels NAV breakdown
Asset
White Mesa REE (100%-owned)

Status
Processing monazite ore

White Mesa uranium (100%-owned) 1
Nichols Ranch, Hank & Jane Dough (100%-owned)
Alta Mesa (100%-owned)
Sheep Mountain (100%-owned) 2
Roca Honda (100%-owned)
Standy mines 3
Other projects 4
Project NAV

Standby
Standby
Standby
Development
Development
Standby
Development

Resource
(M lb U3O8e)
NA
25.85
7.87
20.41
30.29
25.77
4.78
12.73
127.69

Corporate adjustments:
Cash
Debt
Inventory 5
G&A
Equity Investments 6
Corporate NAV
1

Includes Pinyon Plain, Henry Mountain and La Sal Complex

2

Sheep Mountain has 30.285M in resources which includes 18.365M in probably reserves

3

Standby mines include the Whirlwind project

4

Other projects include West North Butte, North Rolling Pin, Wate, EZ Complex and Arkose Mining Venture

5

Inventory includes 691k lb U 3 O 8 valued at US$55.00/lb and 1.650M lb V 2 O 5 valued at US$12.40/lb

6

Equity investments includes 19.99% of Consolidated Uranium Inc."
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recommendation to buy or sell securities. The information provided has been derived from
sources believed to be accurate but cannot be guaranteed. This document does not take
into account the particular investment objectives, financial situations, or needs of individual
recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues,
etc.) which may exist for certain persons. Recipients should rely on their own investigations
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The analyst who prepared this research report has a long position, in the issuer’s
securities.
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Red Cloud Securities Inc. and its affiliates collectively beneficially owned 1% or more of
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prepared the report and the issuer.

Recommendation Terminology
Red Cloud Securities Inc. recommendation terminology is as follows:
•
BUY – expected to outperform its peer group
•
HOLD – expected to perform with its peer group
•
SELL – expected to underperform its peer group
•
Tender – clients are advised to tender their shares to a takeover bid
•
Not Rated or NA – currently restricted from publishing, or we do not yet have a rating
•
Under Review – our rating and target are under review pending, prior estimates and
rating should be disregarded.
Companies with BUY, HOLD or SELL recommendations may not have target prices
associated with a recommendation. Recommendations without a target price are more
speculative in nature and may be followed by “(S)” or “(Speculative)” to reflect the higher
degree of risk associated with the company. Additionally, our target prices are set based on
a 12-month investment horizon.
Dissemination
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