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Interview One
Old West Investment Management, LLC
was founded in 2008 and manages
FRQFHQWUDWHGLQYHVWPHQWVWUDWHJLHVEDVHG
on its value-oriented investment process.
In its All Cap strategy, Old West has
returned 10% per year for over 10+ years.
Last year, the management team
launched Old West Opportunity Fund, LP
as a thematic fund to gain exposure to
the most compelling areas of the market
DVLGHQWLÀHGE\WKHPDQDJHU7KHIXQGLV
currently focused on the uranium industry,
ZKLFK2OG:HVWEHOLHYHVSUHVHQWVDUDUH
opportunity with numerous near-term
catalysts.
WhileWKHÀUPKDVDVL]HDEOHZHLJKWLQJWR
uranium miners in its legacy strategies,
the manager launched this new fund to
PRUHIXOO\FDSLWDOL]HRQWKHWKHPH%HORZ
Brian Laks, CFA, a Portfolio Manager
at Old West, discusses the opportunity
in the uranium industry and two of
the companies Old West owns in the
Opportunity Fund portfolio.
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7RVWDUWDWWKHEHJLQQLQJ&DQ\RX
H[SODLQZK\\RX·UHVREXOOLVKRQ
uranium?
,W·VUDUHWRÀQGDVLWXDWLRQZLWKVXFKDQ
LQFUHGLEOHIXQGDPHQWDOVHWXSWKDWLVDOPRVW
FRPSOHWHO\LJQRUHGE\WKHJHQHUDOLQYHVWLQJ
SXEOLF$WLWVKHDUWLVDVLPSOHVXSSO\GHPDQG
LPEDODQFH'HPDQGIRUXUDQLXPKDVEHHQ
steadily growing as the developing world strives
to generate clean electricity from nuclear
SRZHU$WWKHVDPHWLPHVXSSO\KDVEHHQFXW
GUDPDWLFDOO\DVDGHFDGHORQJEHDUPDUNHWKDV
UDYDJHGWKHLQGXVWU\:HEHOLHYHWKHH[FHVVRI
demand over supply will force prices to rise to
encourage the development of new supply. Our
conviction has grown so strong over the last
year or two that we recently launched a new
IXQGVSHFLÀFDOO\WRWDUJHWWKLVRSSRUWXQLW\

This is not a new commodity so why
invest now? What makes the industry
so attractive at this point in time?
Investors have largely DEDQGRQHGWKHLQGXVWU\
DVWKHPDUNHWFDSVRIRQO\DIHZRIWKHELJJHVW
FRPSDQLHVUHPDLQLQYHVWDEOHWRPDMRUSRROVRI
capital. From several hundred companies and a
PDUNHWFDSRIELOOLRQWKHLQGXVWU\VKULYHOHG
WRDORZRIELOOLRQDIHZ\HDUVDJRDQGRQO\
DIHZGR]HQFRPSDQLHVUHPDLQ7KLVH[RGXV
paired with a steady improvement in industry
G\QDPLFVKDVOHGWRDVLJQLÀFDQWGLVFRQQHFW
EHWZHHQWKHYDOXDWLRQRIWKHHTXLWLHVDQGWKHLU
XQGHUO\LQJIXQGDPHQWDOV:HEHOLHYHWKHUHDUH
DQXPEHURIPHDQLQJIXOFDWDO\VWVLQWKHQHDU
term that will work to unlock that value. As an
example, within the next month the US is set
to rule on the national security implications of
our complete reliance on uranium imports to
satisfy domestic demand. Even though we are
WKHZRUOG·VODUJHVWFRQVXPHURIXUDQLXPZH
produce very little and a large portion of the
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imported product comes from countries in the
5XVVLDQVSKHUHRILQÁXHQFH*LYHQWKHFXUUHQW
political climate, the US may seek to reinforce
GRPHVWLFSURGXFWLRQFDSDELOLWLHVWKURXJK
Section 232 trade relief and a decision is due in
the next few weeks.

´)URPVHYHUDOKXQGUHGFRPSDQLHVDQG
DPDUNHWFDSRIELOOLRQWKHLQGXVWU\
VKULYHOHGWRDORZRIELOOLRQDIHZ\HDUV
DJRDQGRQO\DIHZGR]HQFRPSDQLHV
UHPDLQ7KLVH[RGXVSDLUHGZLWKDVWHDG\
LPSURYHPHQWLQLQGXVWU\G\QDPLFVKDV
OHGWRDVLJQLÀFDQWGLVFRQQHFWEHWZHHQ
WKHYDOXDWLRQRIWKHHTXLWLHVDQGWKHLU
XQGHUO\LQJIXQGDPHQWDOVµ

:KDW·V your prediction for industry
demand growth and uranium prices
RYHUWKHQH[WÀYHWR\HDUV"

The industry has been in decline
for some time with uranium prices
stagnating and production coming
RIÁLQHZK\GR\RXWKLQNWKLVWUHQGLV
going to reverse?
It is precisely tKRVHWZRIDFWRUVWKDWZHEHOLHYH
will lead to the trend reversal. Production coming
RIÁLQHFRQWLQXHVWRWLJKWHQWKHVXSSO\VLGHRIWKH
HTXDWLRQDQGZLWKSULFHVVWDJQDWLQJEHORZWKH
cost of new production, there is little incentive to
develop new supply. As demand continues to
LQFUHDVHZLWKGR]HQVRIUHDFWRUVXQGHUFRQVWUXFWLRQ
JOREDOO\ZHEHOLHYHZHKDYHUHDFKHGDWLSSLQJ
SRLQWZKHUHQHZVXSSO\ZLOOEHQHHGHG7KH
only way this supply will come online is through
the incentive of much higher prices.

Do you see a threat to the nuclear
industry as the cost of renewable
energy continues to fall?

7KHLQWHUPLWWHQF\DQGYDULDELOLW\RIUHQHZDEOH
generation are huge challenges that must
EHRYHUFRPH7KH\DUHW\SLFDOO\PHWE\
LQVWDOOLQJEDFNXSSRZHUZKLFKLURQLFDOO\LV
RIWHQJHQHUDWHGIURPWKHEXUQLQJRIIRVVLO
IXHOVRIIVHWWLQJPXFKRIWKHSHUFHLYHGEHQHÀW
Land use is also an issue. The energy density
of nuclear is far superior to that of popular
UHQHZDEOHVVXFKDVZLQGDQGVRODU,WFDQWDNH
hundreds of times more land to generate the
VDPHDPRXQWRIHOHFWULFLW\IURPDZLQGVRODU
farm than from a nuclear plant.

Demand growth is H[SHFWHGWREHIDLUO\VWHDG\
RYHUWKHQH[WVHYHUDO\HDUVZLWKQHDUO\
reactors under construction worldwide that will
EHHQWHULQJDÁHHWRIDERXW7KLVLVRFFXUULQJ
DWDWLPHZKHQDOPRVWQRQHZVXSSO\LVEHLQJ
EURXJKWRQOLQH:HEHOLHYHWKHVXSSO\GHÀFLW
WKDWLVIRUPLQJZLOOOHDGWRVLJQLÀFDQWXSZDUG
pressure on prices, as those companies with
YLDEOHSURMHFWVZLOORQO\FKRRVHWRGHYHORSWKHP
if the price they receive is greater than their cost
to mine. In many cases, this market-clearing
SULFHLVJUHDWHUWKDQSHUSRXQGPRUHWKDQ
twice the current price level. Our view is that
prices must rise to this level at a minimum, with
the potential for much higher prices the longer
the current situation persists and the more acute
the supply shortage grows. Longer term, we
think growing demand for electricity coupled with
LQFUHDVLQJFRQFHUQDERXWFOLPDWHFKDQJHZLOO
GULYHDPRYHPHQWWRZDUGGHFDUERQL]DWLRQWKDW
will see nuclear power play a major role. There
are hundreds of additional reactors There are
KXQGUHGVRIDGGLWLRQDOUHDFWRUVLQWKHSODQQLQJ
SURSRVDOVWDJHWKDWPD\EHSXWLQWRFRQVWUXFWLRQ
as these environmental concerns drive the long
term plans of developing countries.

No, we think renewDEOHVZLOOSOD\DUROHLQWKH
IXWXUHHQHUJ\PL[EXWGRQRWVHHWKHPDVD
YLDEOHDOWHUQDWLYHWREDVHORDGQXFOHDUSRZHU
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One of the companies you are
backing as a play on this trend is
PLOOLRQPDUNHWFDS1H[*HQ
(QHUJ\/WG 1;( :KDWÀUVWDWWUDFWHG
you to this business?

RIWKLVPDVVLYHGHSRVLWWKDWPD\EHWKHPRVW
LPSUHVVLYH'XHWRWKHLQFUHGLEO\KLJKJUDGHV
QRWRQO\ZLOOLWEHWKHODUJHVWSURGXFHUEXWLWZLOO
DOVRÀUPO\RFFXS\WKHORZHQGRIWKHFRVWFXUYH

When looNLQJDURXQGWKHZRUOGIRUWKHEHVW
SURMHFWVWRFDSLWDOL]HRQWKLVLPSURYLQJLQGXVWU\
dynamic, two of the most important criteria
DUHVL]HRIGHSRVLWDQGJUDGHRIRUH2QERWK
PHWULFVLWLVKDUGWRÀQGDEHWWHUH[DPSOHWKDQ
WKH$UURZGHSRVLWWKDW1H[*HQKDVGHÀQHG
LQWKHVRXWKZHVW$WKDEDVFD%DVLQLQ&DQDGD
With over 300 million pounds of resource, it
is the largest undeveloped uranium deposit in
the world. In addition, the grade of the ore is
DOPRVWXQEHOLHYDEOH7KHKLJKJUDGH]RQHVDUH
close to 20% uranium, more than 100 times
the world average. This means not only do you
KDYHPDVVLYHVFDOHEXWWKHKLJKJUDGHVOHDGWR
H[WUHPHO\ORZRSHUDWLQJFRVWVEHFDXVHRIWKH
YDOXHRIHDFKWRQRIURFNWKDWLVPLQHG&RPELQH
that with its location in Canada, which has a
long history of uranium mining, and you have
WKHSHUKDSVWKHZRUOG·VJUHDWHVWSURMHFWLQRQH
RIWKHZRUOG·VEHVWPLQLQJMXULVGLFWLRQV

´,W·VUHDOO\KDUGWRRYHUVWDWHKRZXQLTXH
WKHDVVHWLV7KHLUPLQHSODQFDOOVIRUDQ
DYHUDJHDQQXDOSURGXFWLRQRIPLOOLRQ
SRXQGVZKLFKLIRSHUDWLQJWRGD\
ZRXOGEHWKHODUJHVWPLQHLQWKHZRUOG
DQGDFFRXQWIRUURXJKO\RIJOREDO
SURGXFWLRQµ

:KDW·VVRDWWUDFWLYe about its
DVVHWV":K\GRHV1H[*HQVWDQGRXW
compared to the multitude of other
early-stage uranium businesses on
the market at the moment?
,W·VUHDOO\KDUGWRRYHUVWDWHhow unique the
asset is. Their mine plan calls for an average
DQQXDOSURGXFWLRQRIPLOOLRQSRXQGVZKLFK
LIRSHUDWLQJWRGD\ZRXOGEHWKHODUJHVWPLQH
in the world and account for roughly 20% of
JOREDOSURGXFWLRQ7KLVLVDVWDJJHULQJDPRXQW
and would make them a dominant force in the
industry. As an analog, consider the entire
FRXQWU\RI6DXGL$UDELDRQO\DFFRXQWVIRUDERXW
RIJOREDORLOSURGXFWLRQ<HWLWLVWKHTXDOLW\
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The business is still in its early stages
of development and is generating no
revenues. Many would view this as
DKLJKULVNRSSRUWXQLW\:KDW·V\RXU
assessment of the risk here?
The main risk is that WKHXUDQLXPSULFHGRHVQ·W
rise enough to justify the development of the
asset. In that case, the project would sit fallow
ZDLWLQJIRUEHWWHUGD\VZKLOHWKH\FRQWLQXHWR
IXQGFRPSDQ\RYHUKHDG:HZRXOGQRWEH
involved in this company (or any others in the
LQGXVWU\IRUWKDWPDWWHU LIZHEHOLHYHGWKDWWR
EHWKHFDVH7KHRWKHUULVNLVWKHSHUPLWWLQJ
timeline. The company plans to deliver all of the
UHOHYDQWGRFXPHQWVWRWKHJRYHUQPHQWE\WKH
middle of next year, after which a review period
EHJLQVWRGHWHUPLQHZKHWKHUWKHSURMHFWVKRXOG
EHSHUPLWWHGDQGOLFHQVHG$WWKLVSRLQWLWLVRXW
RIWKHFRPSDQ\·VKDQGVDQGDOHQJWK\UHYLHZ
process could dampen investor enthusiasm.
:HEHOLHYHWKHUHYLHZSURFHVVVKRXOGJRTXLWH
VPRRWKO\JLYHQWKHDEXQGDQFHRIGDWDWKH
company has compiled over the years and the
importance of the project to the province.
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What are the projected project
economics of its Canadian assets?
The company released its SUHIHDVLELOLW\
VWXG\ODVW1RYHPEHUZKLFKVKRZHGMXVWKRZ
H[WUDRUGLQDU\WKLVSURMHFWLV$WXUDQLXP
WKHSURMHFWKDVDQHWSUHVHQWYDOXHRI&
ELOOLRQRYHUWLPHVWKHFXUUHQWHQWHUSULVHYDOXH
7KHSD\EDFNSHULRGLVOHVVWKDQ\HDUVZLWK
DQ,55RI7KLVLVQRWMXVWDQLQFUHGLEOH
XUDQLXPSURMHFWLWLVSHUKDSVRQHRIWKHEHVW
projects in the entire mining industry. And given
the extremely high grades, the operating cost is
DQDVWRXQGLQJSHUSRXQGZKLFK\LHOGVFORVH
to 90% operating margins. This leads to afterWD[FDVKÁRZVRIFORVHWR&ELOOLRQSHU\HDU
ZKLFKPHDQV\RXFDQEX\WKHSURMHFWWRGD\IRU
OHVVWKDQRQHWLPHVWKHFDVKÁRZLWZLOOJHQHUDWH
when in production.

How is the company funded, and
what are its plans for funding going
forward?
The company iVZHOOÀQDQFHGZLWKURXJKO\
&PLOOLRQLQFDVKRQWKHEDODQFHVKHHW
7KLVVKRXOGEHVXIÀFLHQWWRFRYHURQJRLQJFRVWV
DQGJHWWKHPWKURXJKWKHIHDVLELOLW\VWXG\DQG
into permitting. If the project is approved and
WKH\GHFLGHWREHJLQFRQVWUXFWLRQWKH\KDYHD
QXPEHURIRSWLRQVDYDLODEOHIRUSURMHFWÀQDQFLQJ

2QHRIWKHEHQHÀWVRIKDYLQJH[WUHPHO\KLJK
PDUJLQVLVWKDWWKHSURMHFWZLOOEHDEOHWRVXSSRUWD
KLJKOHYHORIGHEWÀQDQFLQJXSZDUGVRIRIWKH
FDSLWDOFRVW7KH\SODQWRÀQDQFHWKHUHPDLQGHU
ZLWKDFRPELQDWLRQRIRIIWDNHDJUHHPHQWVUR\DOW\
streams, and forward sales. The deposit also
KROGVVDODEOHE\SURGXFWVRIJROGVLOYHUDQGUDUH
earth elements.

Who are the people behind the
FRPSDQ\DQGZKDWH[SHULHQFHGRHV
management have?
Leigh Curyer, the CEO, founded the company
in the wake of the Fukushima disaster when
sentiment toward the industry had plummeted.
7KLVWXUQHGRXWWREHIRUWXLWRXVWLPLQJDVKHZDV
DEOHWRSXWWRJHWKHUDPDVVLYHODQGSDFNDJHRI
KHFWDUHVLQWKH$WKDEDVFD%DVLQWKDW
ZRXOGEHDOPRVWLPSRVVLEOHWRGXSOLFDWHWRGD\
Within the last few months, the company made
DQRWKHUEULOOLDQWPRYHZKHQWKH\EURXJKWRQ
%UDG:DOOWRWKHERDUGRIGLUHFWRUV%UDGPRVW
recently served as Premier of the province of
6DVNDWFKHZDQIRURYHUDGHFDGHEHIRUHMRLQLQJ
1H[*HQDQGEULQJVDZHDOWKRILQYDOXDEOH
political experience to the company at a critical
juncture in their history. It is hard to imagine
DEHWWHUSHUVRQWRKHOSWKHPQDYLJDWHWKH
regulatory environment than the one who ran
the province for the last ten years.

Stock Information June 14, 2019 | NXE
Market Cap.
P
P/E (forward)
1$
EV/EBITDA

Divident Yield
1$
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Can you give us an outline of how you
H[SHFWWKHEXVLQHVVWRGHYHORSIURP
KHUHRYHUWKHQH[WÀYHRUWHQ\HDUV"

´/HLJK&XU\HUWKH&(2IRXQGHGWKH
FRPSDQ\LQWKHZDNHRIWKH)XNXVKLPD
GLVDVWHUZKHQVHQWLPHQWWRZDUGWKH
LQGXVWU\KDGSOXPPHWHG7KLVWXUQHGRXW
WREHIRUWXLWRXVWLPLQJDVKHZDVDEOH
WRSXWWRJHWKHUDPDVVLYHODQGSDFNDJH
RIKHFWDUHVLQWKH$WKDEDVFD
%DVLQWKDWZRXOGEHDOPRVWLPSRVVLEOH
WRGXSOLFDWHWRGD\´

How is management incentivized?
This is something we pay attention to closely
and which plays a major role in our investment
decisions. It is comforting to see an original
founder as CEO, and one that maintains a
VXEVWDQWLDOSRVLWLRQLQWKHVWRFN:HDOVR
like that the management team receives a
VLJQLÀFDQWSRUWLRQRIWKHLUSD\LQVWRFNUDWKHU
than cash compensation, and strives to maintain
and increase that ownership over time. With
PDQDJHPHQWDQGWKHERDUGRZQLQJDKHDOWK\
FKXQNRIWKHFRPSDQ\ZHDUHFRQÀGHQWWKDW
our interests are aligned and that they will work
WRPD[LPL]HVKDUHKROGHUYDOXHUDWKHUWKDQWKH
value of their salaries.

Over the next 12 months, they will continue
progress on their delineation drilling and
IHDVLELOLW\VWXG\DQGRQFHWKHJRYHUQPHQW
receives all of the documents (mid-2020), the
SHUPLWWLQJUHYLHZFDQEHJLQ$IWHUWKHSURMHFW
KDVEHHQSHUPLWWHGDQGOLFHQVHGWKHUHLVD
\HDUFRQVWUXFWLRQSHULRGIROORZHGE\DQLQH\HDU
PLQHOLIHWKDWZRXOGVHHWKHPLQHSURGXFLQJ
million pounds a year on average (with closer
WRPLOOLRQSRXQGVLQWKHÀUVWÀYH\HDUV 
:HEHOLHYHWKHSURMHFWZLOOJHWDSSURYHGIRU
GHYHORSPHQWDQGEHDPDMRUIRUFHLQWKHZRUOG
VXSSO\SLFWXUH7KHELJJHVWTXHVWLRQZHKDYH
is whether it is done under current ownership
RUZKHWKHUDPRUHHVWDEOLVKHGPLQLQJFRPSDQ\
moves to acquire it as it gets closer to a
ÀQDOLQYHVWPHQWGHFLVLRQ&DPHFRWKHODUJH
Canadian uranium producer, sees their primary
producing mine running out of ore in the midV7KLVZRXOGEHDQH[FHOOHQWUHSODFHPHQW
for that lost production and they have the
development expertise to get it done. With the
H[HPSODU\SURMHFWHFRQRPLFVZHZRXOGQRWEH
surprised to also see serious interest from more
GLYHUVLÀHGPLQLQJFRPSDQLHV

Who are the largest owners of the
business?

What are the primary threats you see
WRWKHÀUP·VSODQVIURPQRZXQWLO
production?

The FRPSDQ\ZDVJLYHQDKXJHERRVWZKHQ
/L.D6KLQJRQHRI+RQJ.RQJ·VULFKHVWPHQ
took a large stake in the company through
&()+ROGLQJVD-9EHWZHHQKLV&KHXQJ.RQJ
Holdings and CIBC. The stake amounts to
almost 20% of the company and, in a rare vote
RIFRQÀGHQFHLVVXEMHFWWRDQLQYHVWRUULJKWV
agreement effectively ceding voting power to
NexGen management. Adding the shares held
E\PDQDJHPHQWDQGWKHERDUGDQGVHYHUDO
PHDQLQJIXOVWDNHVE\XUDQLXPIRFXVHGIXQGV
leaves a tightly-controlled ownership group of
long term investors.

The most REYLRXVZRXOGEHDGHOD\HGUHFRYHU\
of the uranium price. Even though the project
ERDVWVUREXVWHFRQRPLFVDWUHODWLYHO\ORZSULFHV
management may decide to defer production
LISULFHVVWD\ORZDQGWKH\EHOLHYHWKH\FRXOG
JHWDEHWWHUSULFHHQYLURQPHQWGRZQWKHURDG
2XUYLHZLVWKDWWKHJOREDOVXSSO\GHPDQG
SLFWXUHQHFHVVLWDWHVDUHEDODQFLQJRIWKHPDUNHW
DWDPLQLPXPWRSULFHOHYHOVWKDWZRXOGEH
VXIÀFLHQWWRGHYHORSWKHLUSURMHFW7KHRWKHU
main risk is permitting. Once the technical and
HQYLURQPHQWDOGRFXPHQWVKDYHEHHQVXEPLWWHG
WRWKHJRYHUQPHQWDUHYLHZSHULRGEHJLQVZLWK
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no clear timelines. We estimate a year or two
WKRXJKWKLVFRXOGEHGHOD\HGLIWKHJRYHUQPHQW
requests more information. Alternatively, given
WKHVL]HRIWKHSURMHFWDQGWKHLPSRUWDQFHWRWKH
UHJLRQLQWHUPVRIMREVDQGWD[UHYHQXHVLWLV
SRVVLEOHWKHSHUPLWWLQJLVH[SHGLWHG:HWKLQN
the appointment of former Premier Brad Wall to
WKHERDUGJLYHVWKHPWKHEHVWFKDQFHWRVHHD
smooth process.

WKDWPD\EHGHÀQHGE\IXUWKHUGULOOLQJRUWKH
RWKHUKHFWDUHVRIVXUURXQGLQJODQG
Needless to say, we think the upside in this
name is extraordinary.

´$WOEWKHDIWHUWD[NPV is
HVWLPDWHGWREH&ELOOLRQRYHU
WLPHVWKHFXUUHQWHQWHUSULVHYDOXH
.HHSLQPLQGWKLVLVMXVWIRUWKH
$UURZGHSRVLWDVPHDVXUHGWKXVIDU
DQGJLYHVQRFUHGLWWRDQ\DGGLWLRQDO
DGMDFHQWUHVRXUFHWKDWPD\EHGHÀQHG
E\IXUWKHUGULOOLQJRUWKHRWKHU
KHFWDUHVRIVXUURXQGLQJODQGµ

How have you approached valuation
here? Can you outline some of your
assumptions for growth?
The most straightforward way to assign a
YDOXDWLRQZRXOGEHWRDVVXPHWKHFRPSDQ\JRHV
LQWRSURGXFWLRQDQGYDOXHWKHFDVKÁRZVWKH\
would generate under various price scenarios.
:HWKLQNWKHSULFHDVVXPSWLRQWKHFRPSDQ\
XVHVLVUHDVRQDEOHDQGOHDGVWRDYDOXDWLRQ
that is multiples higher than where it currently
trades. Alternatively, we can look at the potential
YDOXHWRDQDFTXLUHUEDVHGRQFRPSDUDEOH
takeout valuations. Theoretically, these two
approaches should align with similar valuations,
though potential acquirers may have different
assumptions for the commodity price outlook
which would impact the price they pay. During
the last cycle, we saw acquisitions in the range
RIGROODUVSHUSRXQGRIUHVRXUFHZKLFK
would lead to a roughly similar valuation. Both
DSSURDFKHVOHDGWRDEDVHFDVHYDOXDWLRQVHYHUDO
times that of the company currently.

In the bull case, how much do you
think the business could be worth?

Also, if uranium prices continue to
stagnate, or fall further, how would
this impact your outlook for the
business?
Our positive outlook is predicated on our view
WKDWWKHVXSSO\GHPDQGLPEDODQFHGHYHORSLQJ
in the industry will necessitate higher prices and
DGGLWLRQDOVRXUFHVRIJUHHQÀHOGSURGXFWLRQ,I
ZHDUHZURQJLQWKLVYLHZDQGSULFHVDUHÁDWRU
decline from here, we would expect the company
to defer a production decision. If we felt that
the industry was permanently impaired and
WKHGHPDQGJURZWKZHKDYHZLWQHVVHGEHJDQ
to falter or reverse, we would reconsider our
LQYHVWPHQWLQWKHEXVLQHVV$OORIWKHQHZVZH
have seen recently out of the industry suggests
demand is strengthening, and our outlook for the
EXVLQHVVUHPDLQVVWURQJ

,QRXUEXOOFDVHWKHSULFHRIXUDQLXPUHERXQGV
PXFKKLJKHUWKDQWKHOHYHODQGZHSRWHQWLDOO\
VHHDUHSHDWRIWKHWLPHSHULRGZKHQ
XWLOLWLHVVFUDPEOHGWRVHFXUHVXSSO\LQWKHIDFH
RIVKRUWDJHV$WOEWKHDIWHUWD[139LV
HVWLPDWHGWREH&ELOOLRQRYHUWLPHVWKH
current enterprise value. Keep in mind this is just
for the Arrow deposit as measured thus far and
gives no credit to any additional adjacent resource
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<RXUQH[WSLFN(QHUJ\)XHOV 8888 
&DQ\RXH[SODLQZKDW\RXOLNHDERXW
this business?
Energy Fuels is the largest uranium producer in
the US. In addition to having a large production
capacity, they also own the White Mesa mill,
which is currently the only operational uranium
mill in the country. Given the time and expense
it would take to permit, license and construct
a new mill, we think ownership of this key
LQIUDVWUXFWXUHJLYHVWKHFRPSDQ\DQHQYLDEOH
SRVLWLRQZKHQWKHPDUNHWUHERXQGV$GGLWLRQDOO\
there is a decision pending in the recently
FRPSOHWHGWUDGHLQYHVWLJDWLRQE\WKH'HSDUWPHQW
of Commerce which may provide meaningful
support to the industry and Energy Fuels would
EHDSULPDU\EHQHÀFLDU\

This is not just a uranium business,
it also produces vanadium. How
does this factor into your overall
investment plan?
Vanadium is a metal that is mainly used in
steel alloys to increase their strength. There
was a lot of excitement last year as China
raised the required quality standards for their
UHEDUPDQGDWLQJDQLQFUHDVHLQWKHYDQDGLXP
FRQWHQW$VLQYHVWRUVTXHVWLRQHGWKHDELOLW\
RIDUHODWLYHO\VPDOOPDUNHWWRDEVRUEDODUJH
increase in demand, prices for the metal shot
XSGUDPDWLFDOO\IURPOEDWWKHEHJLQQLQJRI
WKH\HDUWRRYHULQ1RYHPEHU7KHXUDQLXP
deposits that Energy Fuels mines also contain
VLJQLÀFDQWTXDQWLWLHVRIYDQDGLXPWKRXJKLWKDG
KLVWRULFDOO\EHHQWUHDWHGDVDZDVWHSURGXFW
EHFDXVHWKHSULFHUDUHO\MXVWLÀHGWKHH[SHQVH
of processing. As a result, they have several
million pounds of dissolved vanadium in their
tailings ponds as well as 32 million pounds of inground resource. At the higher price levels, the
company determined that it would make sense
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to run a recovery circuit to separate out the
vanadium for sale, which could provide muchQHHGHGFDVKÁRZDVWKH\ZDLWIRUDQLPSURYHPHQW
in the uranium price.

DuringWKHÀUVWTXDUWHURIWKH\HDU
the company lost $12 million. With
only $47 million of cash on the
balance sheet, it is currently on track
WRUXQRXWRIPRQH\QH[W\HDU'RHV
this concern you, and what is the
business doing to alleviate funding
concerns?
We think it is this concern that has led to the
opportunity to acquire it at such a distressed
valuation. The average investor would look at
WKDWÀQDQFLDOVLWXDWLRQDQGPRVWOLNHO\DYRLGLW
without understanding the industry situation and
WKHFRPSDQ\·VOHYHUDJHWRDQLPSURYLQJSULFH
HQYLURQPHQWZKLFKZHEHOLHYHLVLPPLQHQW7KH\
KDYHDQXPEHURIOHYHUVWKH\FDQSXOOWRDOOHYLDWH
WKHIXQGLQJFRQFHUQVLISULFHVGRQ·WUHERXQGLQWKH
next year. The vanadium component is one, and
WKHFRPSDQ\H[SHFWVLWFDQSURGXFHNN
SRXQGVSHUPRQWK7KH\DOVRKDYHVXEVWDQWLDO
XUDQLXPLQYHQWRULHVZKLFKFRXOGEHPRQHWL]HGLI
QHHGHG7KH:KLWH0HVDPLOOLVDOVRLQFUHGLEO\
YDOXDEOHDVDFRPSDUDEOHIDFLOLW\ZRXOGFRVW
several hundred million dollars and take years to
EXLOG7KH\FRXOGSRWHQWLDOO\PRQHWL]HDSRUWLRQ
of that asset if needed. Finally, if all else failed,
DQHTXLW\UDLVHFRXOGEHFRQVLGHUHG*LYHQWKH
FRPSDQ\·VLPSRUWDQFHWRWKHLQGXVWU\E\ZD\RI
WKHLUSURGXFWLRQFDSDFLW\DQGWKHLQFUHGLEO\VWUDWHJLF
infrastructure they control, we expect they would
ÀQGUHFHSWLYHLQYHVWRUVZLWKPLQLPDOGLOXWLRQ
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:KDWH[SHULHQFHGRHVPanagement
have in this space? Can you give us a
bit of background on who is running
the business?

´7KH:KLWH0HVDPLOOLVDOVRLQFUHGLEO\
YDOXDEOHDVDFRPSDUDEOHIDFLOLW\
ZRXOGFRVWVHYHUDOKXQGUHGPLOOLRQ
GROODUVDQGWDNH\HDUVWREXLOG7KH\
FRXOGSRWHQWLDOO\PRQHWL]HDSRUWLRQRI
WKDWDVVHWLIQHHGHGµ

WKHQGR\RXH[SHFW(QHUJ\Fuels to
become self-funding?
We see prices rising throughout the second half
of this year and into the next as a resolution of
the Section 232 trade investigation gives utilities
the clarity they need to return to contracting
long-term volume requirements. The higher
prices they will have to pay to secure supplies
ZLOOEHQHÀWWKHFRPSDQ\LQDQXPEHURIZD\V
ZKHWKHUWKURXJKGLUHFWFRQWUDFWVEHLQJVLJQHG
or a revaluation of their inventories and an
incentive to increase production. We think the
improved price environment will allow them to
increase their production over the next year to
OHYHOVWKDWZRXOGVXVWDLQSURÀWDELOLW\DQGEHOLHYH
WKHLUFXUUHQWÀQDQFLDOFDSDFLW\LVVXIÀFLHQWWRJHW
them to that point.

Mark Chalmers, the CEO, has made a career
operating uranium assets on several different
continents. Before Energy Fuels, he was Executive
General Manager of Production for Paladin Energy
where he oversaw projects in Africa and Australia,
including the well-known Langer Heinrich mine in
1DPLELD+HKDVPDQDJHGLQVLWXUHFRYHU\ ,65 
projects as well such as the Beverley mine in
$XVWUDOLDDQGWKH+LJKODQGPLQHRZQHGE\&DPHFR
in the US. Additionally, he served as Chair of the
Australian Uranium Council for 10 years.

Do you see any upcoming catalysts
for the share price?
Yes, the most imminent of which is the decision
on the Section 232 investigation which is due
in mid-July. If the administration rules that the
industry deserves some measure of support,
ZHYLHZ(QHUJ\)XHOVDVDSULPDU\EHQHÀFLDU\
Regardless of the outcome, however, we think
the clarity that a decision provides will allow the
utilities to return to long-term contracting which
will provide the price discovery mechanism that
reveals the need for a higher uranium price.
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Finally, Cameco has made clear their intentions
WRDFTXLUHDVXEVWDQWLDOTXDQWLW\RIPDWHULDOLQ
WKHVSRWPDUNHWWKLV\HDUWRIXOÀOOWKHLUVXSSO\
contracts, upwards of 10 million pounds. This
VKRXOGSXWVLJQLÀFDQWXSZDUGSUHVVXUHRQWKH
uranium price in the second half of the year.
It is worth noting that they recently attempted
to secure a mere 1 million pounds and were
XQDEOHWRGRVRRQDFFHSWDEOHWHUPV

´)LQDOO\&DPHFRKDVPDGHFOHDUWKHLU
LQWHQWLRQVWRDFTXLUHDVXEVWDQWLDO
TXDQWLW\RIPDWHULDOLQWKHVSRWPDUNHW
WKLV\HDUWRIXOÀOOWKHLUVXSSO\FRQWUDFWV
XSZDUGVRIPLOOLRQSRXQGV7KLV
VKRXOGSXWVLJQLÀFDQWXSZDUGSUHVVXUH
RQWKHXUDQLXPSULFHLQWKHVHFRQGKDOI
RIWKH\HDUµ

What potential risks is the company
facing? What sort of downside
protection do you have – i.e., what would
you be looking for that would tell you it
LVWLPHWRH[LW"
The main risk we foresee is that the price
UHFRYHU\ZHH[SHFWGXHWRJOREDOVXSSO\DQG
GHPDQGIDFWRUVGRHVQRWPDWHULDOL]H:HWKLQN
WKLVZRXOGEHPRVWOLNHO\WRRFFXUGXHWRDIDFWRU
that weakens the demand side, such as strong
anti-nuclear sentiment in the western world
leading to reduced reliance on nuclear power or
a slowdown in the pace of reactor construction
in the developing world. If either of these were
WRRFFXURQDVXVWDLQHGEDVLVZHZRXOGKDYH
to revisit our original thesis of an industry
UHEDODQFHDQGDQLQYHVWPHQWLQDFRPSDQ\
OLNH(QHUJ\)XHOV2QWKHFRQWUDU\ZH·YHVHHQ
the trend strengthen from the demand side
DPLGFRQWLQXHGVXSSO\FXWEDFNVZKLFKZDV
the original reason we launched this uraniumfocused fund.

What is your bull and bear thesis for
the stock?
2XUEXOOWKHVLVis that a positive Section 232
decision provides support to the industry,
allowing the company to ramp up over the next
few years to their full production capacity. Their
PLOOZLOOEHJLQJHQHUDWLQJFDVKÁRZIURPERWK
WKHFRPSDQ\·VRUHVDVZHOODVIURPSURFHVVLQJ
WKRVHRIQHDUE\SURGXFHUV7KH&(2KDVVDLG
he would prefer to do this via joint ventures
rather than simple toll milling, which could
provide additional equity upside through stakes
LQWKHLUSDUWQHUV2YHUDOOWKHUHERXQGLQWKH
industry as a whole will mean a much healthier
price environment and allow them to not only
DFKLHYHVXVWDLQHGSURÀWDELOLW\EXWLQFUHDVHWKHLU
production capacity through further development
RIWKHLUDVVHWEDVH7KHEHDUWKHVLVLVWKDW
Section 232 is a dud, providing no immediate
relief for the domestic industry. Prices stay lower
longer than investors expect and the company
FRQWLQXHVWREXUQFDVKHYHQWXDOO\QHHGLQJWR
resort to some of the fundraising measures
GLVFXVVHGDERYH
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