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Tumas DFS and Site Visit

Event

We recently visited DYL's flagship Tumas Project following the release of the Tumas DFS in
early Feb'23.

Summary

Tumas rejigged.  The Tumas DFS contemplates higher throughput rates of 4.15mtpa
(+11%, prev. 3.75mtpa) for a +20% uplift in U O  production capacity to 3.6mlb pa,
resulting in a reduction in mine life to 22.5 years (prev. 26 years). Peak annual production
of 3.6mlb pa is sustained over the first 10 years of the revised mine plan, after which
annual production rates decline steadily on lower head grades. Initial capex has increased
to US$372m (+26%, prev. US$295m), driven by a combination of cost escalation and
upscaled plant capacity, while LOM C1 costs and AISC have both lifted +22% to US$34.7/lb
and US$38.7/lb respectively. Despite the higher throughput rates outlined in the DFS,
management continue to guide to a +30 year LOM on incorporation of 50mlb of inferred
material into the mine plan, although we would expect prioritisation of maintaining the
peak annual production rate of 3.6mlb pa beyond the first 10 years of the mine plan.
Drilling remains focused on the area to the west of the Tumas 3 deposit, which we note
carries a higher resource grade relative to the rest of the Tumas project. For now, we have
revised our valuation to adopt DFS-aligned parameters and have pushed back initial
production from Tumas and Mulga Rock to FY26 and FY28 respectively (Fig. 6). 

Site Visit Takeaways

Namibia is an established uranium mining jurisdiction... Namibia accounts for ~11% of
global mine supply of uranium (Fig. 1), which is set to grow with the approaching restart of
production at the idled Langer Heinrich Mine (PDN.ASX). Drums of yellowcake have been
exported from Namibia through the Walvis Bay deep-water port for more than 40 years,
which is located ~80km west Tumas (Fig. 2). Noting water availability has traditionally
been considered a key risk for greenfield development projects in Namibia, we highlight
that Orano’s Erongo Desalination Plant ( Fig. 3) is currently operating well below annual
plant capacity of 20mm /yr (CY21: 12.7mm ), whilst the Namibian government is also
investigating the construction of a second desalination plant.

…offering security of U O  supply to utilities. We highlight the operational challenges
and sovereign risk recently encountered by peers in other uranium jurisdictions amidst
elevated energy security concerns. Kazatomprom has cited continued delays and limited
access to sulphuric acid and equipment impacting wellfield commissioning schedules in
the course of issuing lower CY23 production guidance relative to CY22. More recently, a
local court in Niger ordered the suspension of operations at Global Atomic Corp's
(GLO.TSX) exploration permit area covering the Isakanen deposit in response to
environmental opposition from local NGOs, approximately 6 months after the Niger
government increased its ownership interest in the project to 20% (prev. 10%). Through
the lens of utilities, the Tumas Project offers appeal as a de-risked source of U O  supply
from a stable uranium mining jurisdiction. 

Action

Speculative Buy rating maintained, Price Target decreased to $1.00/sh (1.0x NAV, prev.
$1.30/sh) in line with our DCF-backed SOTP valuation. DYL remains a leveraged option
for uranium exposure with a globally significant (and jurisdictionally diversified) resource
base containing 389mlb U O . Our Mulga Rock production and cost assumptions are
subject to review pending a re-appraisal of the project by DYL management, under which
the base metals and REE potential within the expanded uranium resource is currently
being assessed. A revised DFS is guided for completion in mid-CY24. 
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Deep Yellow Ltd    
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Figure 1: Namibia accounts for ~11% of global mine production Figure 2: Tumas project location and existing infrastructure

Source: WNA (CY21 data) Source: Company Reports

Figure 3: Orano desalination plant Figure 4: Drilling is currently focused on the area west of Tumas 3

Source: Euroz Hartleys Research Source: Company Reports

Figure 5: EH Tumas processing assumptions Figure 6: Consolidated production profile

Source: Euroz Hartleys estimates Source: Euroz Hartleys estimates
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Figure 7: Feb'23 DFS metrics vs Oct'21 PFS Update

Source: Company Reports

Figure 8: Tumas project area facing south

Source: Euroz Hartleys Research

Figure 9: Valuation sensitivity to LT U O  contract price3 8 Figure 10: EH price deck (LT: US$80/lb from FY25)

Source: Euroz Hartleys estimates Source: IRESS, UxC, LLC, Euroz Hartleys estimates
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DYL Valuation

Catalysts

DYL is targeting a Final Investment Decision on Tumas by H1 CY24, with granting of the
Mining License expected by mid-CY23 once the EIA is assessed and approved by Namibian
authorities. For now, term contract prices remain below levels required for Tumas and
Mulga Rock to be sanctioned. Despite this, we highlight that like its peers, DYL has
underperformed against both spot and term uranium contract prices since the beginning of
CY22 (Fig. 13), largely on broader weakness in equity markets, and despite a slew of
encouraging uranium market developments over the corresponding period.

Beyond further fundamental developments with respect to uranium demand and supply, we
specifically look to spot uranium price appreciation driven by spot market purchases by the
Sprott Physical Uranium Trust (SPUT) as a key near-term catalyst for uranium equities (while
acknowledging spot uranium prices are increasingly less relevant as a measure of
underlying market activity due to the entrance of unconventional market participants).

Noting a premium of >1% over NAV is required to be sustained for SPUT to raise funds via
its at-the-market equity facility, we highlight the recent return of SPUT to a premium to
NAV. In the absence of deep discounts to NAV across CY23TD, SPUT has purchased 1.98mlb
of U O  since the beginning of CY23, equivalent to ~81% of total spot market purchases
across H2 CY22 (Fig. 15) during which deep discounts to NAV were sustained (Fig. 14).

On the 15  of February 2023, Sprott updated its at-the-market equity program to issue up
to an additional US$1.3bn of trust units to the second amended and restated short-form
base shelf prospectus. At the spot uranium price of ~US$52/lb, the additional US$1.3bn
facility implies the capacity to purchase an additional 26mlb U O in the spot market. 

Figure 11:  DCF-backed SOTP valuation Figure 12: ASX-listed peer set EV/Resource multiples

Source: Euroz Hartleys estimates Source: Company Reports, Euroz Hartleys estimates
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Figure 13: DYL has underperformed against spot uranium Figure 14: SPUT premium/(discount) to NAV has tightened up

Source: IRESS, Euroz Hartleys estimates Source: Sprott Asset Management
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Figure 15: H2 CY22 saw limited SPUT U O  purchases...3 8 Figure 16: ...and accordingly less spot price appreciation/volatility

Source: Sprott Asset Management Source: Sprott Asset Management
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No part of our compensation was, is or will be directly or indirectly, related to the specific recommendations or views expressed by the authoring analyst in this research, nor has any
attempt been made to influence this Research.

Company disclosures

The companies and securities mentioned in this report, include:

Price, target price and rating as at 19 February 2023 (* not covered)

Additional disclosures

Euroz Hartleys declares that it has been engaged in a transaction during the last year. Euroz Hartleys has received a fee for these services from: Deep Yellow Limited (DYL.ASX)

Other disclosures, disclaimers and certificates

Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for the exclusive use of clients of Euroz Hartleys Limited (ACN 104 195 057) only.

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence (AFSL 230052) and is a participant of the Australian Securities Exchange Group.

The information contained herein is confidential. If you are not the intended recipient no confidentiality is lost by your receipt of it. Please delete and destroy all copies, and
contact Euroz Hartleys Limited on (+618) 9488 1400. You should not use, copy, disclose or distribute this information without the express written authority of Euroz Hartleys
Limited.

Disclaimer & Disclosure

Euroz Hartleys Limited, and their associates declare that they deal in securities as part of their securities business and consequently may have an interest in the securities
recommended herein (if any). This may include providing equity capital market services to the issuing company, hold a position in the securities, trading as principal or agent and
as such may effect transactions not consistent with the recommendation (if any) in this report.

You should not act on any recommendation issued by Euroz Hartleys Limited without first consulting your investment adviser in order to ascertain whether the recommendation (if
any) is appropriate, having regard to your objectives, financial situation and needs. Nothing in this report shall be construed as a solicitation to buy or sell a security, or to engage
in or refrain from engaging in any transaction.

Euroz Hartleys Limited believes that the information and advice contained herein is correct at the time of compilation, however we make no representation or warranty that it is
accurate, complete, reliable or up to date, nor do we accept any obligation to correct or update the opinions in it. The opinions expressed are subject to change without notice. No
member of Euroz Hartleys Limited accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this material.

We cannot guarantee that the integrity of this communication has been maintained, is free from errors, virus interception or interference. The author of this publication, Euroz
Hartleys Limited, it’s directors and their associates from time to time may hold shares in the security/securities mentioned in this Research document and therefore may benefit
from any increase in the price of those securities. Euroz Hartleys Limited, and its Advisers may earn brokerage, fees, commissions, other benefits or advantages as a result of
transactions arising from any advice mentioned in publications to clients.
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