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October 18, 2010

Keith McConnell, Deputy Director

Decommissioning & Uranium Recovery Licensing Directorate
U.S. Nuclear Regulatory Commission

Office of Federal and State Materials &

Environmental Management Programs

MS T-8F5, 11545 Rockville Pike

Rockville, MD 20852

Re: RESPONSE TO REQUEST FOR ADDITIONAL INFORMATION
Notice of Change of Control and Ownership Information (ARMZ)
Irigaray / Christensen Ranch - Materials License SUA-1341
Moore Ranch - Materials License SUA-1596
Jab & Antelope - Materials License Application (Docket No. 40-9079)
Ludeman - Materials License Application (Docket No. 40-9095)

Dear Mr. McConnell:

By letter dated October 6, 2010, the U.S. Nuclear Regulatory Commission (NRC) provided Uranium One
Inc., Uranium One USA, Inc. and Uranium One Americas, Inc. (collectively “Uranium One”) with a Request for
Additional Information (RAI) concerning the above referenced Notice of Change of Control and Ownership
Information. Please find enclosed Uranium One’s first set of responses to the RAIL.  As noted in the enclosure,
portions of Uranium One’s response to question 4 will be provided to the NRC under separate cover letters from
Uranium One and JSC Atomredmetzoloto (ARMZ) due to the fact that the information is confidential commercial
and financial information submitted under 10 C.F.R. 2.390, and should be withheld from public disclosure.

If you have any questions about the enclosed responses, please éontact me at (307) 234-8235, ext. 333 or

donna.wichers@uranium1.com:
Singeraly, :
. M\/W\éd (' ’

Dompa Wichers

Senior Vice President, ISR Operations
Uranium One Inc.

Uranium One USA, Inc.

Uranium One Americas, Inc.

Enclosure: Responses to RAI with Attachments
cc: Ron Linton (NRC) _

Glenn Mooney (WDEQ)

Don McKenzie (WDEQ)

Uranium One USA, Inc.
A Member of the Uranium One Inc. Group of Companies
907 N. Poplar * Suite 260
Casper * WY 82601
www.uraniumi.com
4839-9664-3591\13
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Uranium One Responses to Request for Additional Information
October 18, 2010

RAI 1: (a) Provide a corporate organizational chart before and after the transaction is completed,

RAI 2:

.

RAI 3:

listing all corporate entities. (10 CFR 40.46)

An organization chart showing Uranium One Inc.’s current corporate structure is attached as
Exhibit 1. An organization chart showing Uranium One Inc.’s corporate structure after the
closing of the Purchase and Subscription Agreement (“Proposed Transaction™) with JSC
Atomredmetzoloto (‘“ARMZ”) and its wholly owned subsidiaries Effective Energy N.V., a
Dutch company (“Effective Energy”) and Uranium Mining Company, a Russian open joint
stock company (“UMC”), including all ARMZ and Uranium One Inc. subsidiaries is attached as
Exhibit 2, :

(b) Revise the corporate organizational charts to list all corporate entities and to clearly
describe the relationship of Rosatom to Uranium One Inc.

See response to RAI 1(a) above.

Discuss and provide evidence that the letter of credit will remain valid and enforceable if
the transaction is approved.

Uranium One USA, Inc.’s current surety arrangement for Materials License SUA-1341 is a fully
cash-backed Irrevocable Standby Letter of Credit issued by the Bank of Montreal on behalf of
Uranium One Inc. and Uranium One USA, Inc. in the amount of $9,714,299.00" in favor of the
State of Wyoming, Department of Environmental Quality and the U.S. Department of the
Interior. There will be no changes to the Letter of Credit for Materials License SUA-1341 under
the Proposed Transaction. Attached as Exhibit 3 is confirmation from the Bank of Montreal that
(i) it has been notified of the Proposed Transaction, (ii) it will continue to back the Letter of
Credit after the closing of the Proposed Transaction, and (iii) the Proposed Transaction will not
constitute a default under any agreement between the Bank of Montreal and Uranium One Inc.
or its subsidiaries affecting the validity of the Letter of Credit.

Describe the relationship between Rosatom, ARMZ and Uranium One USA, Inc. with
regard to Uranium One USA, Inc.’s decommissioning liabilities. (10 CFR 40.46)

As outlined in Response to RAI 2 above, the full cost of decommissioning under Materials
License SUA-1341 is currently funded by a fully cash-backed Irrevocable Standby Letter of
Credit which will remain in full force and effect after the consummation of the Proposed
Transaction.

Uranium One USA, Inc. and Uranium One Americas, Inc. (the licensees under Materials
License SUA-1341 and Materials License SUA-1596, respectively) have no formal relationship
directly with Rosatom or ARMZ, and do not anticipate any such relationship following the
closing of the Proposed Transaction. Furthermore, neither ARMZ nor Rosatom will hold any
unique powers by agreement or otherwise with regard to Uranium One USA, Inc. and Uranium
One Americas, Inc.’s U.S. business or any of the assets, facilities or properties located in the
United States ultimately owned by Uranium One Inc. (“Uranium One U.S. Facilities™),
including the Irigaray, Christensen Ranch and Moore Ranch projects.

! By letter dated August 18, 2010, Uranium One USA, Inc. submitted its annual reclamation performance bond estimate and
surety update for the Irigaray and Christensen Ranch Project under Materials License SUA-1341, which the NRC is currently
reviewing.



RAI 4:

Both before and after the closing of the Proposed Transaction, all decisions with regard to the
Irigaray, Christensen Ranch and Moore Ranch projects and Materials License SUA-1341 and
Materials License SUA-1596 (“Licenses™), including all decommissioning decisions, will be
made by the Board of Directors and officers of Uranium One USA, Inc., Uranium One
Americas, Inc. and Uranium One Inc. A list of the current officers of Uranium One Inc.,
Uranium One Americas, Inc. and Uranium One USA, Inc. are attached to the July 20, 2010
Notice of Change of Control and Ownership Information (“Notice”) as Exhibit 7. Day to day
decisions with regard to the project development, operations and any decommissioning activities
at the Irigaray, Christensen Ranch and Moore Ranch projects will be made by the management
of Uranium One USA, Inc. and Uranium One Americas, Inc., principally Donna Wichers as the
Senior Vice President of ISR Operations in coordination and consultation with the Radiation
Safety Officer as appropriate. Strategic decisions with regard to forward investment and growth
of Uranium One U.S. Facilities, including the Irigaray, Christensen Ranch and Moore Ranch
projects, will be made by Uranium One Inc.

Rosatom and ARMZ will not directly participate in decision-making with regard to
decommissioning liabilities at the Irigaray, Christensen Ranch and Moore Ranch projects under
the Licenses and are not liable for any decommissioning liabilities under the Licenses.

Provide two years of audited financial statements and five years of pro-forma financial
statements, or equivalent information, for ARMZ, prepared in accordance with United
States Generally Accepted Accounting Principles (10 CFR 40.46).

ARMZ’s Combined and Consolidated Financial Statements (“ARMZ Financial Statements”)
together with an independent auditor’s report for the year ended December 31, 2009 are attached
hereto as Exhibit 4. The ARMZ Financial Statements provide financial information for both
2009 and 2008. The ARMZ Financial Statements were prepared in accordance with
International Financial Reporting Standards (IFRS), a set of accounting standards that are
widely used and accepted around the world. All listed European Union companies have been
required to use IFRS since 2005. The United States began allowing foreign issuers to use IFRS
in 2007. The use of IFRS will be required for all Canadian listed companies beginning January
1, 2011. In addition to the attached ARMZ Financial Statements, ARMZ is submitting under a
separate cover letter the requested five years of pro-forma financial statements prepared in
accordance with IFRS with a request for confidential treatment by the NRC as confidential
commercial and financial information submitted under 10 C.F.R. § 2.390.

Although ARMZ is providing under separate cover the information requested in RAI 4,
Uranium One Inc. again emphasizes that it will remain a separate and independently managed
corporation, separate and apart from ARMZ. ARMZ’s financial standing will have no bearing
on the development and operation of the Uranium One U.S. Facilities or the ability of Uranium
One Inc. and its subsidiaries (collectively “Uranium One™) to complete the required
decommissioning under the Licenses. For the purpose of the NRC’s analysis of the financial
viability of the licensees under the Licenses, the more relevant financial statements to review
would be those of Uranium One Inc., which are consolidated for all of Uranium One Inc.’s
subsidiaries, including the licensees (Uranium One USA, Inc and Uranium One Americas, Inc.).
Attached as Exhibit 5 is Uranium One Inc.’s Annual Consolidated Financial Statements
(“Uranium One Financial Statements™) for the year ended December 31, 2009 prepared in
accordance with Canadian GAAP. The Uranium One Financial Statements include an auditor’s .
report and provides financial information for both 2009 and 2008. In addition to the attached
Uranium One Financial Statements, Uranium One Inc. is submitting under a separate cover
letter the requested five years of pro-forma financial statements prepared in accordance with



RAIS:

RAI6:

IFRS with a request for confidential treatment by the NRC as confidential commercial and
financial information submitted under 10 C.F.R. § 2.390.

(a) Discuss whether Uranium One intends to apply for an export license. If so, please
indicate that Uranium One understands that a separate export license is required subject
to 10 CFR Part 110.

Uranium One does not intend today (and does not envision in the foreseeable future) any export
of U;0; from the United States derived from the Uranium One U.S. Facilities and, accordingly,
does not foresee any need to apply to the NRC for an export license under 10 C.F.R. Part 110
(“Part 110™). Because the Uranium One U.S. Facilities, including the Irigaray, Christensen
Ranch and Moore Ranch Projects, are being developed expressly for the purpose of providing
additional domestic supply of U;Os to United States customers, Uranium One has not viewed or
planned the Uranium One U.S. Facilities as a source of U;Os to serve customers in other
countries.

To be clear, Uranium One is fully aware that any UsOg produced from the Uranium One U.S.
Facilities is subject to U.S. export control regulations administered by the NRC under Part 110.
Uranium One takes seriously its obligations under U.S. law, including the import and export
restrictions contained in Part 110. Uranium One has engaged for several years U.S. legal
counsel familiar with U.S. export control laws, including Part 110, and regularly relies upon
such counsel for guidance in this area. In consultation with such counsel, Uranium One is
already developing and will shortly adopt a formal written export control compliance policy and
procedure to ensure that all Uranium One personnel have appropriate guidance with respect to
the U.S. export control laws generally and Part 110 in particular. If any such circumstances
were to change and Uranium One were to face any commercial export opportunity in the future,
Uranium One would then comply with all applicable requirements of Part 110 and seek the
appropriate NRC export license prior to any such export transaction.

(b) Clarify the membership of the Korean Consortium.

ARMZ’s Annual Report refers to a confidential Memorandum of Understanding (“MOU”) with
a Korean Consortium. The Korean Consortium consists of three well-established South Korean
companies, and the MOU simply provides a framework for cooperation in evaluating a potential
joint mining project. Neither the parties nor the project has any connection to North Korea.

Based on the citations below, discuss how an approval of an indirect change of control
would be consistent with the Atomic Energy Act of 1954, as Amended (AEA), and would
not be inimical to safety and security. (Atomic Energy Act of 1954, as amended, Section
69; 10 CFR 40.32(d)).

To effectuate the policies set forth by Congress, the Atomic Energy Act of 1954, as amended
(“AEA”) includes among its purposes the establishment of --

“(d) a program to encourage widespread participation in the development and utilization
of atomic energy for peaceful purposes to the maximum extent consistent with the
common defense and security and with the health and safety of the public....”

Atomic Energy Act of 1954, 42 U.S.C. 2013 (d).

Consistent with this and other purposes of the AEA, the NRC, with respect to “change of ‘
control” applications involving indirect foreign control, must determine that the issuance of a
license would not be “inimical to the common defense and security, and would not constitute



unreasonable risk to the health and safety of the public.” The NRC has explained that in making
this determination,

“...NRC will consider foreign ownership, control, and domination. Although NRC has
never adopted any explicit criteria for determining whether a particular transaction will be
‘inimical to the common defense and security,” the NRC has historically focused on a
relationship between a potential licensee and other entities involved in the transaction that
could lead to the ultimate power of a foreign entity to direct the actions of the licensees with
regard to licensed activities....

NRC'’s focus is on the health and safety aspects, not on the financial intricacies, of the
proposed transaction.... NRC is required by law to ensure that public health and safety is
not compromised and to be confident that when a licensee’s program is undergoing a change
of control, all efforts are made to ensure that the performance of the radiation safety aspects
of the program is not degraded.”

NRC, Consolidated Guidance About Materials Licenses, NUREG-1556 Vol. 15, pages 5-2 - 5-3.

Considered in light of the facts of the transaction and the NRC’s practice, the NRC’s approval of
Uranium One’s application for change of control would be fully consistent with the AEA and
would not be inimical to safety and security.

Upon closing of the Proposed Transaction, Uranium One Inc. will remain a publicly listed
company on the Toronto Stock Exchange (“TSX”) and Johannesburg Stock Exchange (“JSE”)
and will continue to be subject to extensive ongoing securities regulatory, corporate governance,
and financial reporting requirements under applicable Canadian laws and regulations and the
rules and regulations of the TSX and JSE. The equity and debt capital markets that Uranium
One Inc. has accessed in the past and intends to access in the future are subject to extensive
regulation and public disclosure requirements. Uranium One Inc. will also continue to be
governed by a Board of Directors with a majority of “independent directors,” as defined in
“National Instrument 52-110” of the Canadian Securities Administrators.

As explained in the responses above to RAI numbers 2 - 4 above, 7 -9 below, and in prior
information submitted by Uranium One in connection with this application, nothing about the
investment of ARMZ in Uranium One will alter the current commitments of the licensees with
respect to their health, safety, and environmental obligations, including decommissioning
liabilities. Indeed, the Proposed Transaction will add financial strength to Uranium One’s
proposed program of development of the mining operations that are the subject of the Licenses.
These operations are specifically intended to create a new U.S. source of natural uranium for
commercial customers in the United States, who currently rely overwhelmingly on imports to
supply their needs. Both by encouraging “widespread participation in the development and
utilization” of a critical domestic source of uranium supply for peaceful purposes, and by
ensuring that public health and safety concerns are not compromised, approval of the proposed
application would be consistent with the AEA. '

The transaction does not in any way present a hostile threat to U.S. defense and security
interests. Rosatom, which indirectly owns 100% of the shares of ARMZ, was established in late
2007 by enactment of the Law on Rosatom. It is the successor to the former Federal Agency on
Atomic Energy, and it is the regulator of Russia’s nuclear energy industry. Among its various
responsibilities, Rosatom represents the Russian Federation in various international fora and
carries out the Russian Government’s policies with respect to international cooperation in non-
proliferation and nuclear safety. For instance, the Protocol to the U.S.-Russian Plutonium



Management and Disposition Agreement, signed by the two governments on April 13, 2010,
envisions that such collaboration activities will be agreed upon and implemented by the U.S.
Department of Energy and Rosatom, respectively. '

While it is indirectly owned by Rosatom, ARMZ operates as a commercial participant in the
global uranium industry, pursuing profit-making activities. Like Uranium One Inc., ARMZ is
solely a mining company, and its investment in Uranium One Inc. is solely taken for commercial
reasons. ARMZ is a joint stock company organized under the laws of the Russian Federation.
Headquartered in Moscow, ARMZ, through its subsidiaries, is engaged in the exploration,
mining, production and sale of uranium ore in Russia and abroad. To date, almost all of
ARMZ’s mining operations have been in Russia (and more recently, Kazakhstan), and the
principal customers of ARMZ are the Russian companies Tenex JSC amd TVEL. Tenex
enriches, and sells internationally, low enriched uranium and other products and services within
the nuclear fuel cycle. TVEL processes uranium ore and produces nuclear fuel for use in
nuclear power plants. It is noteworthy that Tenex has a long and successful partnership with
United States Enrichment Corporation (“USEC”) under the “Megatons-to-Megawatts”
agreement between the United States and Russia, dating to 1994. Under that agreement, Tenex
supplies a substantial quantity of low-enriched uranium to USEC for supply to U.S. utility
customers. v

As noted above and as stated in ARMZ’s charter, ARMZ was established to be a commercial
enterprise. As a joint stock company, ARMZ is similar to many other commercial enterprises in
Russia. ARMZ has a Board of Directors and a professional management team, and these bodies
are, by law, required to pursue the purposes described in the company’s charter. ARMZ’s
shareholders are not granted any special corporate or shareholders’ rights and have only the
standard corporate rights afforded to shareholders by Russian law.

ARMZ and its shareholders are committed to maintaining the highest standards of corporate
governance. Under ARMZ’s governance structure, strategic decisions are made at the board
level and implemented by its executive management team. ARMZ is subject to all Russian laws
relating to corporate governance, including the Federal Joint Stock Companies Law, and it
follows the Code of Corporate Conduct recommended by the Russian Federal Commission for
Securities Markets. ARMZ is governed by the same regulatory regime as joint stock companies
controlled by private shareholders and is subject to the same reporting and disclosure
requirements (as set out in the Russian Civil Code and the Federal Law on Joint Stock
Companies) as other privately owned companies.

In sum, the demonstrated commercial character of ARMZ; the long history of successful
cooperation by affiliates of Rosatom with United States agencies and commercial enterprises in
pursuit of various policy and commercial objectives; the continued establishment of Uranium
One Inc. as a Canadian public company and the clear commercial objectives of the transaction
between ARMZ and Uranium One Inc.; the absence of any possible motive or opportunity by
ARMZ to engage in hostile conduct with respect to the licensed activities; and the very nature of
the mining operations that are the subject of this application all support a determination that
grant of the application would be consistent with the AEA and present no inimical threat to U.S.
national security.



RAI 7:

RAI 8:

(a) State which party or parties would ultimately have indirect control over NRC License
SUA-1341 (10 CFR 40.46) if the transaction is approved.

As discussed in the July 20, 2010 Notice, upon the closing of the Proposed Transaction, ARMZ
will hold a total of approximately 52.1% of the outstanding shares of Uranium One Inc. through
its wholly owned subsidiaries Effective Energy and UMC. In addition, upon the closing of the
Proposed Transaction, Uranium One Inc.’s Board of Directors will be reduced from its current
size of 13 directors to nine directors. Of those nine remaining directors, ARMZ will be entitled
to nominate five, two of which must be independent directors who are independent from and do
not have a “material relationship” as defined under National Instrument 52-110, with ARMZ. In
total, following the closing of the Proposed Transaction, Uranium One Inc.’s Board of Directors
will be comprised of a majority of independent directors. ARMZ will also have the authority to
second two individuals into Uranium One Inc. management positions; however, one such
ARMZ management secondee must be located in Kazakhstan and neither secondee may be
located in the United States or be given any management role with respect to any Uranium One
U.S. Facilities.

As discussed above in the response to RAI 3, both before and after the closing of the Proposed
Transaction, ail decisions with regard to the Irigaray, Christensen Ranch and Moore Ranch
projects and Licenses will be made by the Board of Directors and officers of Uranium One
USA, Inc., Uranium One Americas, Inc. and Uranium One Inc. Uranium One USA, Inc. and -
Uranium One Americas, Inc. will retain direct control over the day to day activities under the
Licenses as the licensees. Uranium One Inc. will only have indirect control over the Licenses
through its decision making with regard to investment in Uranium One U.S. Facilities, including
the Irigaray, Christensen Ranch and Moore Ranch projects.

ARMZ will not hold any unique rights or duties by agreement or otherwise with regard to
Uranium One U.S. Facilities, including the Irigaray, Christensen Ranch and Moore Ranch
projects. Uranium One Inc. will remain an independently managed company that is publicly
traded on the TSX and JSE. Furthermore, ARMZ will have no position on or direct authority
over any of the Boards of Directors of Uranium One USA Inc. and Uranium One Americas Inc.
or management positions with either of those corporate entities.

(b) Sfate whether the party or parties who would have indirect control over the NRC
license could have the ability to exert direct control over the NRC license. If so, state the
process through which this could occur.

As outlined above in the response to RAI 7(a), Uranium One Inc. and ARMZ have specifically
structured the Proposed Transaction to preserve the independence of Uranium One Inc. and the

~ control of the Licenses by Uranium One USA Inc and Uranium One Americas Inc. following

the closing of the Proposed Transaction. ARMZ will have no ability to exert direct control over
the NRC Licenses.

Confirm that Uranium One Inc. understands that it is required to appropriately notify
NRC in advance of changes to corporate lineage. (10 CFR 40.36)

Uranium One Inc. is fully aware of and takes seriously its obligations to act in full compliance
with U.S. laws concerning Materials License transfers and changes of control, including changes
to corporate lineage, as contained in 10 C.F.R. § 40.36 and NUREG 1556, Vol. 15.



RAI9: Confirm that ARMZ and Rosatom commit to abide by Uranium One Inc.’s commitments.
(10 CFR 40.36)

Uranium One Inc. is authorized to confirm that (a) ARMZ and Rosatom commit to abide by
Uranium One Inc.’s commitments with respect to Materials License SUA-1341 and Materials
License SUA-1596, and (b) neither ARMZ nor Rosatom will cause Uranium One Inc., Uranium
One USA Inc., or Uranium One Americas Inc. to fail to abide by the terms of Materials License
SUA-1341 and Materials License SUA-1596, or otherwise fail to abide by U.S. law in any
respect.

RAI 10: State whether an accounting concern, resulting in the issuance of a qualified opinion on
ARMZ’s financial statements, was resolved (10 CFR 40.36).

The accounting concern, resulting in the issuance of a qualified opinion on ARMZ’s financial
statements for 2007, has been resolved. ARMZ is submitting under a separate cover letter a
copy of a statement from the auditor of the ARMZ 2007 Consolidated Financial Statements,
explaining the grounds for the initial concern and the auditor’s satisfaction with its resolution .
As explained in its letter, ARMZ is requesting confidential treatment by the NRC of its
submission as confidential commercial and financial information submitted under 10 C.F.R. §
2.390.

RAI 11: State whether the ARMZ charter is duplicated in Exhibit 11.

Uranium One Inc. inadvertently included two duplicate copies of the current ARMZ charter as
Exhibit 11 to the Notice. The two copies of the ARMZ charter are identical.
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TTerry Kaye

BMO { & Capital Markets , BMO Nesbitt Burns Irc:

o 885 West Geargia St,
Suule 1700
Vancouver -BC VG( 358

Tl (604) 443-1431
Fax: (604):443-1408

‘October 12, 2010

Uranium One, Inc.

Attn: Graham du Preez, ‘Chief Financial Officer
1285 West Pender- Street Suite 900
Vancouver, British Columbia, V6E 4B1

Re:  Irrévocable Standby Létter of Credit No 4gili Nl

Dear Mr. du Preez,

;Reference is made for all purposes to that certain Irrevocable Standby ‘Letter of Credit No.

(“Letter of Credit”) issued by the Bank of’ Montreal (“Bank™) in favor of the.

’State of Wyommg ‘Department of Environmental Quahty and the U.S. Department of the

Interior 45 the. surety for reclamation obligations of Uranium One USA, Inc. under that certain
Permit to Mine'No. 478 arid Materials License SUA-1341 and attendant mining and reclamation
plans. The Letter of Credit is cash-backed by funds held by the Bank currently in the. amount of

'$9,714,299.00.

The Bank has been informed by Uranium One Inc. of the transaction entered into by Uramum

Oné Inc. represented by a Purchase and Subscription Agreement with JSC Atomredmetzoloto

(“*ARMZ”) and its wholly owned subsidiaries Effective Energy N.V. (“Effective Encrgy™) and
Uranium Mmmg Company (“UMC?) under which Uranium One Inc. will receive cash-and
interests in two uranium mines in southern Kazakhstan from Effective Energy and UMC in

return for issuing new.common shares of Uranium One Inc. to Effective Energy and UMC (the

“T; ransactlon”) The Bank understands that 1ipon consummation of.the Transaction ARMZ;
through its sub31d1ar1es, will.own approx1mately 52.1% of the total outstanding cominon shares
of Uraniurh One Ini¢.

This letter conﬁrms that the Letter of Credit will remain in- full force and effect after the
consummahon of the Transactlon and that the Transactxon will not by its terms resulf in a breach

Direttor

Loan Products Group
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e ™™~ ’ Tel:  +7 495 797 5665 ZAO BDO
f ; Fax: +7 495 797 5660 Section 11, Build. 1,
H . ’ E-mail: reception@bdo.ru 125, Warshavskoe shosse,

www.bdo.ru Moscow, 117587, Russia

Independent Auditor’s Report

To the Shareholders and the Board of Directors of open joint stock company
“Atomredmetzoloto”

We have audited the accompanying combined and consolidated financial statements of open
joint stock company “Atomredmetzoloto” and its subsidiaries (hereinafter the “Group”),
which comprises the combined and consolidated . statement of financial position
as at 31 December 2009, the combined and consolidated statement of comprehensive income,
the combined and consolidated statement of changes in equity and the combined
and consolidated cash flows statement for the year then.ended, and a summary of significant
accounting policies and other explanatory notes.

Management’s Responsibility for the Combined and Consolida ted Financial Statements

Management is responsible for the preparation and fair presentation of these combined and
consolidated financial statements in accordance with International Financial Reporting
Standards. This responsibility includes: designing, implementing and maintaining internal
control system relevant to the preparation and fair presentation of the combined and
consolidated financial statements that are free from material misstatement, whether due to
fraud or error; selectmg and applymg appropriate accounting policies; and making accounting
estimates that are reasonable in the curcumstances

Auditor’s Responsibility

Our responsibility is to express an opinion on these combined and consohdated flnanc1al
statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance whether the combined and consohdated financial statements
are free from matenal misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the combined and consolidated financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the combined and consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control system
relevant to the entity’s preparation and fair presentation of the: combined and consolidated
financial statements in order to design’ audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the combined and consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

ZAO BDO, company registered under Russian Federation legislation, is a member of BDO International Limited,
a UK company limited by guarantee, and forms part of the international BDO network of independent member firms.



Opinion

In our opinion, the accompanying combined and consolidated financial statements give a true
and fair view of the financial position of the Group as at- 31 December 2009,
and of its financial performance and its cash flows for the year then ended in accordance

with Internatlonal Finag rortmg Standards.
Z 3 ..rroo .

30 June 2010

ZAO BDO
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0JSC Atomredmetzoloto

Combined and Consolidated Statement of Fi mancml Position as at 31 December 2009

... 31 December 2009

,,,,,,, .. ..Note 31 December 2008
ASSETS
Non-current assets
Property, plant and equipment 6 17,785,904 13,994,233
Intangible assets 7 873,270 1,011,586
Exploration and evaluation assets 8 2,408,137 1,091,501
Investments in associates and jointly controlled entities 9 14,141,031 155,395
Deferred income tax assets 25 353,711 146,258
_Other non-current assets 10, L .2,702,179 227
“Total non-current assets ' 38 264 232 16,621,200
Current assets
Inventories 1 4,265,348 7;352,527
Income tax receivable . 141,907 391,786
Accounts receivable and prepayments 12 8,924,684 3,151,201
Other current assets 13 3,170,362 "~ 515,668
Cash and cash equivalents 14 51,685,187 2,434,954
_Total current assets ’68,"1@];’4‘38 13,846,136
'"TOTAL ASSETS o 106,451,720 30,467,336
EQUITY
Share capital 15 20,127,325 3,956,040
Additional paid in capital 15 48,028,800 85
Merger reserve 15 6,692,886 6,726,305
Currency translation reserve (1,067,341) 19,825
Retained earnings - 6,404,666 556,074,
“Total equity attributable to the shareholders of o
_0Jsc. Atomred__rpe_;_zoloto ) 80 186 336 » 11,»2:58‘,329 _
“Non- “controlling interest 852,560 T 1,575,720
TOTAL EQUITY o ' 82 038_ _8_9}(;. L _1_2_ 83{ 049
‘LIABILITIES.
Non-current liabilities .
Long-term borrowings 16 9,413,165 3,012,902
Finance lease liability 17 39,023 154,797
Deferred tax liabilities 25 936,604 1,089,025
.Other-non-current liabilities 20 1,052,313, 844,376
.I‘.Iotal;non,-vcvurrent liabilities =~ ~~ 7 T ..11,441,105 .~ 5,101,100
Current liabilities '
Short-term.borrowings and current portion of long-term
borrowings 16 7,468,899 10,455,303
Finance lease liability 17 98,532 236,487
Accounts payable and accruals 19 3,016,959 1,521,788
Income tax payable 1,892,029 28,804
~Other taxes payable .. . e .495,300 289 805~
v"Tot'a'I'cur’rehf liabilities " T L i'i'6’7”1’ 719,
TOTAL LIABILITIES o AA..24’41_;;21,§.2,4,7.‘ _

Chief Acc { ntant

0Jsc Ato‘ nrédmetzoloto



‘Profit before mcome ax

Revenue 21
Cost of sales _ i
“Gross profie

15,197,372
_(10,054,453).
5,142,919

-Administrative B oo (3,898,666) .. ..(2,513,546)
‘Operatingprofit - - - " 8,740,167 _ 2,629, 373

{76; 983)

iForeign exchange gain /. (los_' (, 705 559)

» 25 B0, 446) | ' "f(4 837).

6,727,942 289,200

attributableto:” " 5,640,776

(1,087;166)

Total compreh,




-0JSC Atomredmetzoloto:
-Combined and Consolidated Statement of .Changes:in: ‘Equity for:the year ended:31:December 2009
(in‘thousands:of;Russian‘Rubles unless noted otherwise)

Currency ) T =
‘translation Rétained . .Non-controlling: _Total:
..reserve.. ... ..earnings: Total: . ‘interest: Equity

___Note__

(25673). ... . 343;570 _ .8;343,612. . 1;487,748: . 9,831;360: .

Total comprehensive: ' L ' e, . v . N
‘income - 22,498 278,481 300,679 11,019° 311,698

share-capital 15 13,955;586 = *3,955;586° . 3,955;586°
s:of :subsidiary 15 2 & - 22,184 122184 {22:184): ’
.of shares of

:entltles;under common L L .
‘control . : 15 - (1,275;871), s (1,275;871) 995137
:Dmdends 15; - . .(87;861) {(87,861)- - (87 _861),;_

:B_alancéfé_s%:atzt .
5'3'1.1_.Décember.:-zoos

6,726,305: 19,825 556,074 11,258,329 1,575,720, 12,834,049

Total:compréhensive: e , o _
dincorme. & (1,087;166): 63742708 25,655,542 : (14,766) 5,640,776

: 15 16;171,285; 48,028,715 - 164;200,000° - 64,200,000
Acqulsmon of shares'of . : y
;subsidiaries 1 : :

(627,535) (635,929)

:31_December:2009° 520,127;-325;‘;;. 48»028 800  6;692;886°  (1,067,341) 6,404,666 80,186,336

‘82,038,896




_OJSC A_Atomredmetzoloto

Year ‘ended
31 December 2008

Depreciation of property,
Amortlsatlon of mtanglble

6 1,049,424
7 12,212
23 200,794

Interest expense
Effect of dlscounting

Vacation accrual
Provision for bonus p
Loss on derivative fin

294,037

" 46,739

455 {17,770,809)°

(24,819,041)

.(4,809,999)




'ted Statement of Cash Flows for the year ended 31 Decermiber 2009

(87 861 )
.(188,837)

1,707

d ;ash equivalents at: the begmmng of the year

_ d cash. equwalents at the end of the year 51 685 187i




0JsC: Atomredmetzoloto _
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0 ) SC: ‘Atomredmetzoloto

éln 2007 in the process‘of:fo

Note 1. Group and Group's activity (continued)

+~ Effective.
- Jsc,J‘oint _

11




,,,Type of act1v1ty

Uranium mining 79.33% 78.61% Ruisia

‘Uranium mining_ 98.67%
Uramum mlmng’ﬁ 100.00%
‘ 100.00%

Russia
Russia
Russia

50,03% Russia

Rigsia

00 00

100.00%

:CJSC Olovskaya gornos chlmlcheskaya
_»kompamya
*LLC:Geostar

Russia
Russia

-26.91% : Kaz‘akh;;‘a‘n

87.94% Russia

Russia

Service compary ___ 98:67%

Uranium mining - 49.67%
Uranium: 50.00%
exploration and
- _Mmining . o
“Uranium 50.00% : 50,00%
“@xploration B

Canada
25.:10% : Rd§§i§

‘Canada







‘ . prmcrpal accounting: policies applied in the preparation of these combine:
ents are set out’ below These pol|c1es have be‘en consistently apphed to“a

adopted by the Group.



_OJSC Atomredmetz_o_loto

. arrangement us

statements.

:ce for determining v
\S 18. It also provides

-:Improvmg Dtsclos‘
:Dmclosures, lssu

15

ruction of real estate
nts_for the construc




asset is met' the recog the asset
of the separately ldentlflable servrc 5.







The Group is consrdenng the! Impllcatrons of the standard ‘the ‘impact on the Group and the timing:of its’ adoptr

by the: Group

asing céntra‘cts frdm rea'ssessrn"g"t"he clas
ing Whether an. Arrangement Contains a:

't'_rest rates

18




__payments on behalf of the associate.

19




premium or
‘accrued inte
‘deferred at




not traded on the market, and the Groupmhas'in__

classmes

substantlally
does not

21



aceounted at

Property, pl

22



Exploration costs- i
costs. and

are de_precmted starting from thg_ mi

‘Other i'ntgng}ible;bsse"t' - Al o

expenses.

23




24



ts for the year ended 31:December 2009

1@’)

(ii) _revenues .and expenses 1n the stateme -0

25



_31-December 2009 31 December 2008,

131,641 107,446
8,184 3,886
68,721

407,000
113,561

Year.ended
31 December 2008

:300, 887

Rent
Contracting services
'Ihte‘rest expens‘e

't company Rosatom (31 ‘December. 2008 0
ntrol), as well as assomates and ]omtly con |



- 1”] 544,846 F'W o X ;
494

1,959, 501
991,891
256,555

178,975
6,156,155

1, 345 913

cbntrolled entities,

1262 ;:5'60

(1,230,489)

(1,230,489)

(7,622) .

Interest income T +30,765
Intereést cost (402)
' (787),_ S

(2,995). .

_Other.accounts payable ..

OJSC TVEL . -commmon control.

114, 584

1 88_,479

27
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{0JSC-Atomredmetzoloto

0JSC TVEL

commo' y control’

_ Otheri income.

Nolol dlSp al of ‘property, plant and

;eqmpment

previous periods expenses

9,379,798

3,335,703

666,835

666,835

28




Falr value.

Carrying value. ad)ustment s

Long-term liabi 4,808,915) (4973;822)

Net identifiable.assets 18,455,819 18;398; 350"‘

Acquired

compensatton is v1rtually certain.”
2009 Effectiy

ale of share in LLC Karatau e

nent includes. RR 11,817,559 thou§




_ adjustment__

‘Current assets

,944, 15,181,147
(8,110,375)
,944)

Non-current assets

\ble assets

Acquired share
Acquired nét assets




+0JSC Atomredmetzoloto:

-.Notes to:the Combined and. Consolldated Financial: Statements for the: ‘year ended: 31. December 2009+
» (m thousands of Russian:Rubles: unless noted other\mse)

<.Property; plant E"'a'ha:'f”edlli pment.

{Land’ assets*': “constuctions

‘Buiildings. and:

~Machinery.and:
‘equipment.

Motor transport: .

‘Other:fixed:
assets:

‘Constriiction’in

progress

Total ..

-Balance-as‘at::1:January 2008

Transfer:
Disposals
[Exchange differences: .

149,309 oo 11,082
#(19,034)

12,688,574
7,137;

382,327
+(374;830)" _

8,029,546
335,794:

179,394

1 6,9_023_

348
72,583
(11;120)

30;606;702’
3;574,639:

Balance as:at 31:December: 2008
Additioris .
Transfer

iDisposals:

hange d1fferences

12,716,422
633135

121,952

(5;810).

_(4129)

(47173;300)
(41,247)
«{

(9:663);
(884)

51119,798"

(288:787)
.,.:'(20 078): ‘

;aBalance as-at 31:December:2009

46,457

297,017

' 38,620, 618”

Atcumula‘ted-depreciation; Balance
as.at*1.January,2008:

.Add1t1ons
Acqmred on acqu1smon -of:

: Exchange d1fferences .

(4;569;977)
/(100;865): (277;705);

(185)

16,537 374:366:

(7,375;239):

.:{120). .. .

(6;748,603)

(257;001)

(a28)
*70,433

(15269)

702;639).

(108;845)
83y
22,013

(379):.

/(149;483).

(26:638)

[234) =
10;972.

{19;545,941)’

{771;054);

(930):
494 3215*
(15 _848)’:;'

Balance:as.at-

31.December-2008:

-Additions
Disposals:
Exchange ‘differences

(4,654,305)_ +(7:278:883).
102,973):
529

(6,936,868)

(304,962)
14,719
72,082

3 (789',933)3‘

(190,036);
2,842

625

(1'65;_463)‘ .

(@L773):
6:287: #

423 ) R

19,825;452).

"Balance’as:at:
3% ‘Dacember;2009:

s (4,756,749) {7_,;’&7.5;1606)

' (7 225; j031)

(976 502):

(200;826):

(20;834,714)"

Net book value as:at:1

e 1;767,867:

5, 313 735':

1 280;943:

314,917

53:143:

2,330;162:

11,060,762

‘Décember 2008 .

149;309-

1/724,283 5,437;539:

2,224,493°

474122

“116;657.

3:,'5868,830

13 994,233

Net:book: value:as:at:31
,,_December 200 )

2 108 794’5 '8;245,:674.

2 390 525’

469,955

31



_OJSC Atomredmetzoloto

' Aftér fi\_(e.,yegrs .

‘b Less than ‘one.year 42 501 21,185

Between ‘one year:and five years 21,735 34,933
112,867 . .. 124,893
177,03

The tand ar

The | /'the Group are th
assets a ease
after that date. Lease: paymen s-are reviewe

Note 7. Intangible assets

136,209

f Balance as at 31 December 2008

493 936__

.Exchange differences.

721,028,975

1157429

Addmons

‘Balance.as at:31 December 1609

(9,639): {2,550) @) (12,212
s L. 396

on disposals

5 Balance: as at 31 December 2009

_(Z6,429) ___(2,550).

29,205)

432,632, 787 133,419

ber 2008~ ' 961,118 42,095 8,373 1,011,586

ber 2009 ,,,,, S C.. 742,310 ...:129,;894 . .. A, 873,270

32



OJSC Atomredmetzaloto

- Remalmng useful l1fe of hcenses IS _ — e Number o‘ft-,ye‘arsi V

At existing deposits , ) : 5

Geology.ﬁfnd . b
exploration ... . _constr

‘SR N TN EE =E Eaa

158,922

365; 128‘

524,050

(153,084)  (153,084)

1; 328 822- 112,695 28,203 1,469,720

1 ;'s.s_z;-szz o ..207;929 347,336

33



Charged to
‘other. L __Acquired
' d

133,921 (123,806)
17,738 10,739 s .
' 236,

Total investments in"
‘associates’ .. e )

(260.009) .. 10,089,390° __ _.9869,99
Jointly controlled : e
‘entities

(747,370) 4,969,884

Total invastments in
associates and jointly

_icontrolled entiti ... A55;395. .. :(89,950)__ .:(1;006:241). . . 15,081,827,  .14,141,031 ...

ted to 31 December
" 2008

“Akbastau ;747 (14232 12,485 . -
Total Vet i o < — - ‘
_associates 178,687 | (42,102) 34,776 (19,766) 1,238 152833
“Jointly controlled entitles ' T T - '

(1,655) 396 3,591 2,332

...178,687

35,169  (19,766) ..

34



“Total financfal assets ' 1,958,778

9. Investments into associates and jointly controlled entities (continued)'

‘The followmg IS the summanze' 'financ1al information, ‘in agrregate, related to significant associatés and jointly

Total e
.assets . . Total liabilities

__Income/ (1oss)..

55,540,721 1,230,539 107,319 19.95% Canada

3,072,025, 1,658,432 :Kazakhstan |

122,085

Russia

369,609 (24,892) 50.00%  Kazakhstan -

. ‘Equity . The country’
i(loss) share (%) .of reglstratlon .

3,155,693 2,886,067 661,826 (28,380) 49.67%

959,501 3,582 (56,932)  25.00%  ‘Kazakhstan

tsiy
Razvmya “Yuzhnoi Yakutii
‘Northern ‘Basins Uramum

8,074 x (G488 25:40% Russia-
Ltd. 7

49.00% . .. ‘Canada.

2,298 . (3,310) 50.00% “Armenia

E. B =L ;5.0;00% e Namlbla

_31 December 2009. 31D ‘cember 2008,

Long -term borrowmgs granted to0.a related party e 256555 _

602;: w
198.879..

222,227




0JsC Atomredmetzoloto

(32, 984)

74,265,348

Provision for obsolete stock as at 31 Decéitiber: 2009
ersal

2009

4,991,778
951,579

_Other receivables..

Total ccount:

,..r6ceivable and prep;“ e

36




OJSC tomredmetzoloto

A"dvancg_s_

Analysns by cred1t quality of accounts receivable is‘as follows:

31 'Decer'hb'é"r' 2009

207,011
4,481

218,710 _

entered into tw
he share capltal)

37




31 Deéé”rﬁbér 2009..

:'w“;gettlement
accounts-with
‘banks .

Terj'm_d.e osits

) with’ banks

Ra ng Stal ard and Poor.

13,000

453,722 _

Iss1 3,955,586,175
Credited ‘against merger.reserve -

"'As at 31 December 2008 3,956,039;,897‘

*64,200,000

768,156,125




its for the year ended 31 December 2009

31 December 2009 31 December 2008

39




tomredmetzoloto

noted othérwnse)

;31 Décember.2009........:31.D

5,090,362
2,331,356
47,181

7,468,899 ...

11 581 859

.113;468,205

2009

8,032,438

177 980 79,448
39,905 882

13217;885 80,330 137’555 ; . 81,200

40



.31 Décember.2009.

Property tax
‘Land tax
Personal‘income:tax
Transportation tax
Othertaxes =~ = .. ... ;
;Total Sth %evpayab e

2,301,169
525,466
Advances received 189,375
_Other ‘accounts payable , ‘ - - . 949
“Total: accounts paya d accruals 3,016,959

Other. Total

.3'2"2,»703 324 909

141,332 40,919

464,035 .

..14,513 844,376

(129,842) 338,031 (252) 207,937

334,193

1,052,313




_OJSC Atomredmetz.oloto

Note 20. Other non-current liabilities (continued)
31 December 2009 31 December2008 31 December 2007
14,193 #a05 22,703

EAs

a0 337,703

. ..322,703,

mprehensive Income:

” e i 231 December 2009 31 December:2008
‘Current service.cost. (100 483) 166,567

3 December 2009.. __31.December 2008

‘Nét loss-as.
‘Statement of Comprehensive 180, 147) 475,603
‘Pensions paid S {41,713y (34,271)
'Pensxon fiability. as at 31 December T L e 334,19 .. 464,035

he . amouint -

. Year ended’
........... 31 December 2009 e
726926, 282:: 42,715,501
950,349
918,005
17

. 706 906

,To_ta! revenue;
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for:the.year ended 31 December 2009

31 December 2009

..... T ;

3,954,712 (3 409'254)

958 3,008,253

66!

‘Taxes other than on mcome 350,728
Transportation‘expenses 245,500:
Utllltles 175,567
78,675
72,302

64,217

Provision for-obsolete stock

.Otherexpenses, 298,351

“Totalcostof sales

/16,595,099

‘Year.ended'

e el 31 December 2008
" Personnel costs . ~972;107
.Consulting and information expenses 332,967
Bad debt provision 865

‘Taxes other.than:on 1ncome 167 485

Repalrs and’ malntenance

j_!‘nsurance

“Transportation expenses

.Materials

Business'trip expenses

iation of property, plant and equipment

‘Other ad

"Total ad

’ 'Interest mcome

RR 89,387 thousand)

‘Note 24; Finarice income and costs

Year:ended
31 December 2008,_

111,939

/(2,490 ,765)
. 13) (396,096)
Effect of discounting (81,735)
Interest on finance lease liabilities...- - (90,505)

“‘Total frnance_.income I..(cqsts). e

'20 percent (2008: 10-percent).
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Year ended . Year: ‘ended
31 Deeember 2009 ..:31 December 2008

3,864,320

10,232,388

{2005: 24 %) (2,046,478). (70,569)
Tax effect of incoriie items which: -are not:assessable for: taxation ' -

_Purposes 101,609 78,040
Tax effect of expense ltems which are not deductible for taxation , »

purposes
E,EEffect of dlffe(ent tax rate

31 December

.31 December- 31 December

,,,,,,,,,,,,, “2007.... .. loss_ i 2008
27,19 .?IQQ?! A ‘
; ';i-1f1,.5;’817

A ounts payable
Other assets

Taxlosses. carried forward, .

ed income

<In the context

‘'offset only when the

='The movements ln ‘the Gr°_::.i' s deferre
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Charged

i ‘ com;-binat‘dh : b

o6
(68,721)

(34,223)

(46,650)

(60;577)
_(98753) (132,

<:(‘§4‘2;?7‘67). 359,874 (582,893).

;;comblned and consoli
Posmon are 'same.
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‘believes that future net’ income ‘and fundmg will be'sufficient to cover thls and any SImllar commltments

:.Assets pledged and restncted At 31 December - 2009 and 31 December 2008 the Group has the- followmg assets

-1.'.16:1;251 _
. 431,560

‘Nainié of colinterparty

0JsC Evra21y5k1y bank_

:Amsterdam Trade
‘Bank N.V.

OJSC Nomos-Bank

0JSC Gazprombank

0JSC Narodniy bank

JSC J_omt Venture

JS,C Joint Ven.tuﬁrﬁ.e. .
Zarechnoe Assocnate

JSC Joint Venture.
Zarechnoe

Individuals

lndii"/f_i_duals

Total




ted Financial Statements for'the year ended 31 December 2009

- Long -té m'accounts
- Deposits )
= Promissory notes 10 280,296 -

e at amortised cost 13 - 2,716,989 :255;670
instruments 13 260,737,
192,636

259,998

rcent. of cash
045C Nomos-
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OJSC 'Atomredmetzoloto

'Mon'eta‘ry
financial
assets i

o Monetary &
financial assets

Russian 54,383,604 16,140,308 3,168,253

les

8,159,578 5,029,874 3,129,704 1,271,931

133,955 s -
80, 21153 4728,

15,189,139 (10,723,074

To manage currency risk'the Grotip applies the following methods:

. ralsing financmg'lr)__Russxan Roubles




OJSC Atom dmetzoloto

‘(Note '1 6)
Fmance,,l_ease
_(No

: 26)
Accounts payable
:.f-(Note 19) )

10,‘505,792

7,468,899

177,980

557,744
2,301,169

z'zjz'e,-es‘n

236,667

3,000,000

S Beybh'da:y'eaﬁ X

6 176 498

6,176,498

-

(Note' 16)
Finance lease’
(Note'17)
"Guarantees

12,474,052

10,790,786
290,329

63,033
1,109,364

3,061;290

2,906,651

114,931

1,620,038

169,058
:91'-:758“?

To manage li
market and
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10JSC »Atomredmetz_oloto

technology. (OJSC VNI
proce:§slng mdustry ol

: y .
omtechnology), which is-a research institute for

; The’ acqu151t|on cost amounts to RR 184 800 t"
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Management’s Responsibility for Financial Reportmg

The consolidated financial statements have been prepared by management, in accordance with Canadian generally
accepted accounting principles, who, when necessary, have made informed judgments and estimates of the outcome of
events and transactions. Management acknowledges its' responsibility for the fairness, integrity and objectivity of all
information in the consolidated financial statements.

As a means of fulfilling its responsibility, management relies on the company’s system of internal control. This system has
been established to ensure, within reasonable limits, that the assets are safeguarded, transactions are properly recorded
and are executed in accordance with management's authorization and that the accounting records provide a solid foundation
from which to prepare the consolidated financial statements. )

Any system of internal control has inherent limitations, therefore even those systems determined to be effective can provide
only reasonable assurance with respect to financial statement preparation and presentation.

The Board of Directors carries out its responsibility for the consolidated financial statements principally through its Audit
Committee, consisting solely of non-management independent directors. This committee meets periodically, reviews the
scope of the external audit, the adequacy of the system of internal control and the appropriateness of the financial reporting
and then makes its recommendations to the Board of Directors. Based on those recommendations, the Board of Directors
approves the consolidated financial statements.

The consolidated financial statements have been audited by the Company's independent auditors, Deloitte & Touche LLP.
The Auditors’ Report to the Shareholders of Uranium One Inc., outlines the scope of their examination and opinion on the
consolidated financial statements.

“Jean Nortier” “Robin Merrifield”
Jean Nortier Robin Merrifield
President & Chief Executive Officer Executive Vice President & Chief Financial Officer

March 9, 2010
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Auditors’ Report

To the Shareholders of Uranium One Inc.

We have audited the consolidated balance sheets of Uranium One Inc. (the “Company”) as at December 31, 2009 and 2008
and the consolidated statements of operations, changes in equity, comprehensive (loss) income, accumulated other
comprehensive (loss) income and cash flows for the years then ended. These financial statements are the responsibility of
the Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

. In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the

Company as at December 31, 2009 and 2008 and the results of its operations and its cash flows for the years then ended in
accordance with Canadian generally accepted accounting principles.

Chartered Accountants
March 9, 2010
Vancouver, B.C, Canada
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Uranium One Inc.

Consolidated Balance Sheets
As at December 31, 2009 and 2008
(in United States dollars)

Dec 31, 2009 Dec 31, 2008
$°000
ASSETS
Current assets
Cash and cash equivalents 176,225
Accounts and other receivables 39,926
Current portion of loans to joint ventures 19,158
Inventories 17,390
Other assets 12,043
264,742
Non-current assets
Mineral interests, plant and equipment 1,285,415
Loans to joint ventures 14,000
Other assets 62,976
Assets held for sale -
1,362,391
Total assets 1,627,133
LIABILITIES
Current liabilitles
Accounts payable and accrued liabilities 47,423
Income taxes payable 12,639
Current portion of long term debt -
Other liabilities -
60,062
Non-current liabilities
Long term debt 61,275
Convertible debentures 118,042
Asset retirement obligations 12,999
Future income tax liabilities 375,293
Other liabilities 48,924
Assets held for sale -
616,533
SHAREHOLDERS' EQUITY
Share capital 3,622,824
Contributed surplus 131,602
Equity component of convertible debentures 46,480
Accumulated other comprehensive income / (loss) (247,708)
Deficit (2,502,660)
950,538
Total shareholders' equity and liabilities 1,627,133

Basis of presentation and principles of consolidation (note 2.1), contingencies (note 26) & subsequent events (note 27)

The accompanying notes form an integral part of these Consolidated Financial Statements

Approved on behalf of the board of directors

“lan Telfer’ ‘ “Andrew Adams”
lan Telfer Andrew Adams
Chairman of the board Chairman of the audit committee
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Uranium One Inc.

Consolidated Statements of Operations
For the years ended December 31, 2009 and 2008
(in United States dollars)

Year ended
Dec 31, 2009 Dec 31, 2008
- Notes $°000
Revenues 149,776
Operating expenses (30,490)
Depreciation and depletion (22,566)
Earnings from mine operations 96,720
General and administrative " (48,689)
Exploration expense (14,881)
Impairment of mineral interests, plant and equipment and closure costs 8.1 (3,322,222)
Care and maintenance ©(1,868)
Operating loss (3,290,940)
Interest and other 18 (7,376)
Gain on available for sale securities 4,345
Foreign exchange gain / (loss) 19 (11,709)
Other 2,650
Loss from continuing operations before income taxes (3,303,030)
Current income tax expense 14 (44,191)
Future income tax recovery 14 1,013,634
Loss from continuing operations (2,333,587)
Profit / (loss) from discontinued operations (122,260)
Net loss (2,455,847)
M stock option and restricted share expense (non-cash) included in 17 15.423
general and administrative ’
Loss per share from continuing operations
Basic and diluted : $(4.98)
Profit / (loss) per share from discontinued operations
Basic and diluted $(0.26)
Net loss per share
Basic and diluted $(5.24)
Woeighted average number of shares (in thousands)
21 468,424

Basic and diluted

The accompanying notes form an integral part of these Annual Consolidated Financial Statements

ANNUAL CONSOLIDATED FINANCIAL STATEMENTS 4



Uranium One Inc.

Consolidated Statements of Changes in Equity

For the years ended December 31, 2009 and 2008

(in United States dollars)

Equity Accumulated
component other
of comprehen-
Contributed convertible sive income/
Share capital surplus debentures (loss) Deficit Total
$°'000 $°000 $'000 $°'000 $°'000 $'000
Balance as at January 1, 2008 3,496,884 134,387 46,480 51,967 (46,813) 3,682,905
Net loss for the year (2,455,847) (2,455,847)
Stock options and restricted shares
vested - 15,423 - - - 15,423
Exercise of warrants 16,791 (11,460) - - - 4,331
Exercise of stock options and
restricted shares 10,149 (6.748) ) i B 3,401
Unrealized loss recognized on
translation of self-sustaining foreign - - - (282,170) - (282,170)
operations
Unrealized loss recognized on
translation of self-sustaining foreign . R _ (27,480) . (27.480)
discontinued operations ' '
Realized loss on sale of Gold One' N } ) 10.163 R 10163
Fair value adjustments on available
for sale securities, net of tax - - - (188) - (188)
Balance as at December 31, 2008 3,522,824 131,602 46,480 (247,708) (2,502,660) 950,538
Net loss for the year 6,087 1(36,087)

Stock options and restricted shares
vested .
Exercise of stock options and
restricted shares

Issuance of contingent shares
Unrealized gain recognized on
translation of self-sustaining foreign
operations

Realized loss on sale of Gold One™

Realized loss on sale of Uranium
One Africa (note 3.3) .

Acquisition of Karatau (note 3.1)

Fair value adjustments on available
for sale securities

Balance as at December 31, 2009

The accompanying notes form an integral part of these Annual Consolidated Financial Statements

m Gold One International Limited {formerly Afiease Gold)
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Uranium One Inc.

Consolidated Statements of Comprehensive Income / (Loss)
For the years ended December 31, 2009 and 2008
(in United States dollars)

Dec 31,2009 Dec 31, 2008

$'0 $°000

Unrealized gain / (loss) recognized on translation of self-sustaining foreign (282,170)
operations )

Unrealized loss recognized on translation of self-sustaining foreign (27,480)
discontinued operations !

Realized loss on sale of Gold One 10,163
Realized loss on sale of Uranium One Africa -
Fair value adjustments on available for sale securities (188)
Other comprehensive income / (loss) for the year (299,675)
Net loss (2,455,847)
Comprehensive income / (loss) (2,755,522)

Consolidated Statements of Accumulated Other Comprehensive Income / (Loss)
As at December 31, 2009 and 2008
(in United States dollars)

Dec 31, 2009 Dec 31, 2008

. ; $'000 $°000
Accumulated other comprehensive (loss) / income at January 1- ; 51,967
Other comprehensive income / (loss) for the year (299,675)

(247,708)
Deficit (2,502,660)
Accumulated other comprehensive loss and deficit (2,750,368)
Components of accumulated other comprehensive income / (loss) at the end
of the year:
Unrealized foreign exchange adjustment - continuing operations (234,634)
Unrealized foreign exchange adjustment - discontinued operations (13,074)
Available for sale marketable securities and investments -
(247,708)

The accompanying notes form an integral part of these Annual Consolidated Financial Statements
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Uranium One Inc.

Consolidated Statements of Cash Flows
For the years ended December 31, 2009 and 2008
(in United States dollars)

Year ended

Dec 31,2009 Dec 31, 2008
Notes $°000 $°000
Net profit / (loss) from continuing operations : (381078 (2,333,587)
ltems not affecting cash:
- Fair value adjustment included in revenue 15 -
- Depreciation and depletion 22,566
- Impairment of mineral interest plant and equipment 8.1 3,306,001
- Gain / (loss) on available for sale securities (4,345)
- Stock option and restricted share expense 17 15,423
- Interest accrued on loans and debentures 10,195
- Unrealized foreign exchange loss 19 1,339
- Future income tax recovery 14 (1,013,634)
- Other (562)
Movement in non-cash working capital 20 § 32,730
Cash flows (used in) / from operating activities 36,126
Acquisition of mineral interests, plant and equipment (216,757)
Pre-production revenue capitalized -
Advance cash payments for other assets (1,036)
Acquisition of Karatau, net of acquisition costs -
" Acquisition of SKZ-U, net of acquisition costs -
Proceeds on sale of Honeymoon, net of costs 34,098 -
Cash advance for sulphuric acid plant investment (5,959)
Advance cash receipts for sale of portion of Gold One 3,100
Proceeds on sale of Gold One 44,542
Proceeds on sale of available for sale securities 24,927
Cash proceeds from joint ventures 23,767
Proceeds on sale of mineral interests, plant and equipment -
Deposit for purchase of Christensen Ranch 3.2 -
Short term loan repaid -
Cash flows used in Investing activities (93,318)
Common shares issued, net of issue costs 7,732
Loans received by Kyzytkum 18,000
‘Draw-down on credit facility 60,467
Cash flows from financing activities 86,199
Effects of exchange rate changes on cash and cash equivalents (12,374)
Net (decrease) / increase in cash and cash ‘equivalents from continuing 16.633
operations ’
Cash and cash equivalents at the beginning of the year 159,592
Cash and cash equivalents at the end of the year 176,225

Supplemental cash flow information (note 20)

The accompanying notes form an integral part of these Annual Consolidated Financial Statements
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Uranium One Inc.

Notes to the Consolidated Financial Statements
as at December 31, 2009 and 2008
(in United States dollars)

1

- NATURE OF OPERATIONS

Uranium One Inc. (“Uranium One”), its subsidiaries and joint ventures (collectively, the “Corporation”) is a Canadian
Corporation engaged through subsidiaries and joint ventures in the mining and production of uranium, and in the
acquisition, exploration and development of properties for the production of uranium in Kazakhstan, the United States,
Australia and South Africa.

Through the Betpak Dala joint venture, Uranium One owns a 70% interest in the Akdala and South Inkai uranium mines in
Kazakhstan. The Corporation holds a 50% interest in the Karatau joint venture, which owns the Karatau uranium mine in
Kazakhstan, and a 30% interest in the Kyzylkum joint venture, which owns the Kharasan Project in Kazakhstan. In the United
States, the Corporation owns projects in the Powder River and Great Divide basins in Wyoming. The Corporation owns a 51%
interest in the Honeymoon Uranium Project in Australia. The Corporation owns, either directly or through joint ventures, a
large portfolio of uranium exploration properties in the western United States, South Australia, South Africa, and Canada.

SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of presentation and principles of consolidation

The consolidated financial statements of the Corporation have been prepéred in accordance with Canadian generally
accepted accounting principles (“Canadian GAAP”).

The consolidated financial statements include the accounts of Uranium One, its subsidiaries and the proportionate
share of its interests in joint ventures. All intercompany balances and transactions have been eliminated.

The consolidated balance sheet, statement of operations, cash flow and certain comparative figures have been
restated for discontinued operations.

The following are the Corpbration’s principal mineral properties as at December 31, 2009:

Operating mine:

Entity Mineral property/Operation Location Ownership  Status

. . o Proportionately

Betpak Dala LLP Akdala Uranium Mine Kazakhstan 70% consolidated
Proportionately
consolidated
Proportionately
consolidated

Betpak Dala LLP South Inkai Uranium Mine'” Kazakhstan 70%

Karatau LLP Karatau Uranium Mine® Kazakhstan 50%

Advanced development projects:

Entity Mineral property/Operation Location Ownership _ Status

Kyzylkum LLP Kharasan Uranium Project Kazakhstan 30%

Proportionately
consolidated

The Corporation is also developing the following mineral properties:

Entity Mineral property/Operation Location Ownership  Status

Uranium One Americas, United States development . o

Inc.® projects United States 100%
Honeymoon Uranium
Project Joint Venture

Consolidated

. . Proportionately
)
Honeymoon Project Australia 51% consolidated
The Corporation owns a 19% interest in the SKZ-U joint venture, which is constructing a sulphuric acid plant in
Kazakhstan (note 6.1).

m The South Inkai Project commenced commercial operations on January 1, 2008

@ The Karatau Uranium Mine was acquired on December 21, 2009. Refer to note 3.1

B Previously Energy Metals Corp (US)
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Uranium One Inc.

Notes to the Consolidated Financial Statements
as at December 31, 2009 and 2008
(in United States dollars)

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2

23

Adoption of new standards
Goodwill and Intangible Assets

On January 1, 2009, the Corporation adopted the new Canadian Institute of Chartered Accountants (“CICA”)
Handbook Section 3064 — “Goodwill and Intangible Assets”, which replaces CICA Handbook Sections 3062 -
“Goodwill and Other Intangible Assets” and 3450 — “Research and Development Costs”. The revised standard aligns
Canadian GAAP for goodwill and intangible assets with IFRS. The new standard provides more comprehensive
guidance on intangible assets, in particular for internally developed intangible assets. Standards concerning goodwill
are unchanged from the standards included in Section 3062. On adoption of CICA Section 3064, Emerging Issues
Committee Abstract 27 — “Revenues and expenditures during the pre-operating period’ no longer applies to the
Corporation. The adoption of this standard did not result in a material impact on the Corporation’s consolidated
financial statements

Credit risk and fair value of financlal assets and financlal liabilities

In January 2009, the CICA issued EIC Abstract 173 — “Credit Risk and the Fair Value of Financial Assets and
Financial Liabilities” (‘EIC-173"). EIC-173 provides guidance on how to take into account credit risk of an entity and
counterparty when determining the fair value of financial assets and financial liabilities, including derivative
instruments. EIC-173 is applicable for the Corporation’s consolidated financial statements for its fiscal year ended
December 31, 2009, with retrospective application. The adoption of EIC-173 did not result in a material impact on the
Corporation's consolidated financial statements.

Mining exploration costs

In March 2009, the CICA issued EIC Abstract 174 — “Mining Exploration Costs” (“"EIC-174") which supersedes EIC
Abstract 126 — Accounting by Mining Enterprises for Exploration Costs, to provide additional guidance for mining
exploration enterprises on the accounting for capitalization of exploration costs, when an assessment of impairment of
these costs is required and conditions indicate impairment. EIC-174 is applicable for the Corporation’s interim and
annual consolidated financial statements for its fiscal year ended December 31, 2009, with retrospective application.
The adoption of EIC-174 did not result in a material impact on the Corporation’s consolidated financial statements.

Financial instruments - disclosures

In June 2009, the CICA amended Handbook Section 3862 — “Financial Instruments — Disclosures” to include
additional disclosure requirements about fair value measurements of financial instruments and to enhance liquidity risk
disclosure requirements for publicly accountable enterprises. The amendments have been incorporated into the
Corporation's annua! consolidated financial statements for its fiscal year ended December 31, 2009.

Financlal instruments ~ recognition and measurement

During 2009, the Corporation adopted the amendments made by the CICA to Handbook Section 3855 ~ “Financial
Instruments — Recognition and Measurement” (“Section 3855"). Section 3855 was amended to provide additional
guidance concerning the assessment of embedded derivatives upon reclassification of a financial asset out of the
held-for-trading category, amend the definition of loans and receivables, amend the categories of financial assets into
which debt instruments are required or permitted to be classified, amend the impairment guidance for held-to-maturity
debt instruments and require reversal of impairment losses on available-for-sale debt instruments when conditions
have changed. The additional guidance on assessment of embedded derivatives is applicable for reclassifications
made on or after July 1, 2009. All other amendments are applicable as of January 1, 2009. The adoption of these
amendments did not result in a material impact on the Corporation’s consolidated financial statements.

Measurement and reporting currency

items included in the financial statements of each entity in the Corporation are measured using the currency that best
reflects the economic substance of the underlying events and circumstances relevant to that entity (the “functional
currency”).

The Corporation’s reporting currency is the United States dollar. Uranium One, its subsidiaries and joint ventures
operate in Kazakhstan, the United States, Australia, South Africa and Canada.

The financial statements of the entities that are determined to be integrated foreign operations have been translated
into United States dollars by translating foreign currency denominated monetary assets and liabilities, which includes
future income tax, at rates of exchange in effect at the balance sheet date. Non-monetary items are translated at
historical exchange rates and revenues and expenses at average rates of exchange during the period. Exchange
gains and losses arising on translation are included in the consolidated statements of operations.

:
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Uranium One Inc.

Notes to the Consolidated Financial Statements
as at December 31, 2009 and 2008
(in United States dollars)

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

24

25

2.6

The financial statements of the entities that are determined to be self-sustaining foreign operations have been
translated into United States dollars by translating all assets and liabilities, which includes future income tax, at rates
of exchange in effect at the balance sheet date. Revenues and expenses are translated at average exchange rates
for the period. All resulting exchange differences are included in accumulated other comprehensive income / (loss) on
the balance sheet.

Inventories

Inventories of solutions and uranium concentrates are valued at the lower of average production cost or net realizable
value. Production costs include the cost of raw materials, direct labour, mine-site related overhead expenses and
depreciation and depletion of mineral interests.

Materials and supplies are valued on the weighted average basis and recorded at the lower of average cost or
replacement cost.

Mineral interests, plant and equlbment
Mineral interests, plant and equipment are recorded at cost less accumulated depreciation and depletion.

Mineral interests, plant and equipment includes capitalized expenditures related to the development of mineral
properties and related plant and equipment. Capitalized costs and plant and equipment are depreciated and depleted
using either a unit-of-production method, over the estimated economic life of the mine to which they relate, or using
the straight-line method over their estimated useful lives.

The costs associated with mineral interests are separately allocated to reserves, resources and exploration potential,
and include acquired interests in production, development and exploration stage properties representing the fair value
at the time they were acquired. The value allocated to reserves is depreciated on a unit-of-production method over
the estimated recoverable proven and probable reserves at the mine. The reserve value is noted as depletable
mineral properties for operations in commercial production. The resource value represents the property interests that
are believed to potentially contain economic mineralized material such as inferred material; measured, indicated, and
inferred resources with insufficient drill spacing to qualify as proven and probable reserves; and inferred resources in
close proximity to proven and probable reserves.

Resource value and exploration potential value are classified as non-depletable mineral interests. At least annually or
when otherwise appropriate, value from the non-depletable category for operating mines will be transferred to the
depletable category as a result of an analysis of the conversion of resources or exploration potential into reserves.
Costs related to property acquisitions are capitalized until the viability of the mineral property is determined. When itis
determined that a property is not economically viable the capitalized costs are written down. Exploration expenditures
on properties not advanced enough to identify their development potential are charged to operations as incurred.

Mining expenditures incurred either to develop new ore bodies or to develop mine areas in advance of current
production are capitalized. Commercial production is deemed to have commenced when management determines
that the completion of operational commissioning of major mine and plant components is completed, operating results
are being achieved consistently for a period of time and that there are indicators that these operating results will be
continued. Mine development costs incurred to sustain current production are capitalized.

Upon sale or abandonment of any mineral interest, plant and equipment, the cost and related accumulated
depreciation or accumulated depletion, are written off and any gains or losses thereon are included in the statement of
operations.

Impairment of long-lived assets

The Corporation reviews the carrying values of its mineral interests, plant and equipment when changes in
circumstances indicate that those carrying values may not be recoverable. Estimated future net cash flows are
calculated using estimated recoverable reserves, estimated future commodity prices and the expected future
operating and capital costs. An impairment loss is recognized when the carrying value of an asset held for use
exceeds the sum of undiscounted future net cash flows. An impairment loss is measured as the amount by which the
asset’s carrying amount exceeds its fair value.
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Uranium One Inc.

Notes to the Consolidated Financial Statements
as at December 31, 2009 and 2008
(in United States dollars)

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.7

28

2.9

Asset retlrément obligations

The Corporation recognizes liabilities for statutory, contractual or legal obligations associated with the retirement of
mineral property, plant and equipment, when those obligations result from the acquisition, construction, development
or normal operation of the assets. [nitially, the net present value of the liability for an asset retirement obligation is
recognized in the period incurred. The net present value of the liability is added to the carrying amount of the
associated asset and amortized over the asset's useful life. The liability is accreted over time through periodic
charges to earnings and is reduced by actual costs of reclamation. Subsequent to the initial measurement, the asset
retirement obligation is adjusted at the end of each year to reflect changes in the estimated future cash flows
underlying the obligation.

Revenue recognition

Revenue from uranium sales is recognized when: (i) persuasive evidence of an arrangement exists; (ii) the risks and
rewards of ownership pass to the purchaser, including delivery of the product; (iii) the selling price is fixed or
determinable, and (iv) collectability is reasonably assured.

In a uranium supply arrangement, the Corporation is contractually obligated to provide uranium concentrates to its
customers. Uranium that was produced by the Corporation is delivered to conversion facilities (“Converters”) where
the Converter will credit the Corporation’s account for the volume of accepted uranium. Based on delivery terms in a
sales contract with its customer, the Corporation instructs the Converter to transfer title of a contractually specified
quantity of uranium to the customer’s account at the Converter. At this point, the Corporation invoices the customer
and recognizes revenue for the uranium supply. The Corporation does not recognize revenue in circumstances where
it delivers borrowed material into contracts.

Interest income is recognized on a time proportion basis, taking account of the principal outstanding and the effective
interest rate over the period to maturity, when it is determined that such income will accrue to the Corporation.

Future income and mining taxes

The Corporation uses the liability method of accounting for income and mining taxes. Under the liability method,
future tax assets and liabilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases and for tax losses
and other deductions carried forward. For business acquisitions, the liability method results in a gross up of mining
interests to reflect the recognition of the future tax liabilities for the tax effect of such differences.

Future tax assets and liabilities are measured using enacted or substantively enacted tax rates expected to apply
when the asset is realized or the liability settled. A reduction in respect of the benefit of a future tax asset (a valuation
allowance) is recorded against any future tax asset if it is not more likely than not to be realized. The effect on future
tax assets and liabilities of a change in tax rates is recognized in the statement of operations in the period in which the
change is substantively enacted.

2.10 Stock based compensation

The Corporation uses the fair value method of accounting for all stock based compensation awards (“Awards”). Under
this method, the Corporation determines the fair value of the compensation expense for all Awards on the date of
grant using an option pricing model. The fair value of the Awards is expensed over the vesting period of the Awards.

Upon exercise of the Awards, the related amount of stock based compensation previously expensed is transferred
from contributed surplus and together with consideration received, is recorded as share capital.

The Corporation’s stock based compensation plans consist of the following:

Options

Under Uranium One's Stock Option Plan, options granted are non-assignable and may be granted for a term not
exceeding ten years. The plan is administered by the Board of Directors, which determines individual eligibility under
the pian, the number of shares reserved underlying the options granted to each individual (not exceeding 5% of issued
and outstanding shares to any insider and not exceeding 1% of the issued and outstanding shares to any non-
employee director on a non-diluted basis) and any vesting period which, pursuant to the stock option pltan was
previously one-third on the grant date, one-third on the first anniversary of the grant date and the remainder on the
second anniversary of the grant date. On December 8, 2006 the Board of Directors decided to adopt an amended
vesting schedule such that any options granted on and after December 8, 2006, would vest as to one-third on the first
anniversary of the grant date, one-third on the second anniversary of the grant date and one-third on the third
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anniversary of the grant date. The maximum number of shares of Uranium One that are issuable pursuant to the plan
is limited to 7.2% of issued and outstanding shares.

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
Restricted shares

Under the Uranium One Restricted Share Plan, restricted share rights are granted to eligible employees, contractors
and directors. Each restricted share right is exercisable for one common share of Uranium One at the end .of the
restricted period for no additional consideration. The vesting period for restricted shares that are currently issued is
either two-thirds on the first anniversary of the grant date and the remainder on the second anniversary of the grant
date, or total vesting on the third anniversary of the grant date. The aggregate maximum number of shares available
for issuance under the restricted share plan is capped at three million. The number of shares for issuance to non-
employee directors may not exceed 0.5% of the total number of common shares outstanding on a non-diluted basis.

2.11 Earnings / loss per share

Earnings / loss per share calculations are based on the weighted average number of common shares and common
share equivalents issued and outstanding during the year. The calculation of diluted earnings per share assumes that
outstanding options and warrants that are dilutive to earnings per share are exercised and the proceeds are used to
repurchase shares of Uranium One at the average market price of the shares for the period. The effect is to increase
the number of shares used to calculate diluted earnings per share. Dilution from convertible securities is calculated
based on the number of shares to be issued after taking into account the reduction of the related after tax interest
expense. The impact of outstanding share options, warrants and convertible debentures are excluded from the diluted
share calculation for loss per share amounts, because it is anti-dilutive.

2.12 Financial instruments

The Corporation's financial instruments primarily consist of cash, short-term money market investments, marketable
securities, accounts receivable, accounts payable, loans to joint ventures, draw downs against credit facilities, long
term debt and convertible debentures. The fair value of the financial instruments approximates their carrying values,
due primarily to their immediate or short-term maturity, except for the fair values of marketable securities that have
been estimated by reference to quoted market prices for actual or similar instruments where available and disclosed
accordingly.

Comprehensive income comprises the Corporation’s net income and other comprehensive income. Comprehensive
income represents changes in shareholders’ equity during a period arising from non-owner sources and, for the
Corporation, other comprehensive income includes currency translation adjustments on its net investment in self-
sustaining foreign operations, and unrealized gains and losses on available-for-sale securities.

Financial assets and financial liabilities are recognized on the balance sheet when the Corporation has become party
to the contractual provisions of the instruments. Financial instruments are initially measured at fair value, which

. includes transaction costs, except for financial instruments classified as held for sale, where the transaction cost is
expensed through the statement of operations. Subsequent to initial recognition these instruments are measured as
set out below:

Investments

Purchases and sales of marketable investments are recognized on the trade date at fair value, which is the date that
the Corporation commits to purchase or sell the asset. After initial recognition, the investments are classified as
available for sale investments carried at fair value, with the fair value adjustments accounted for in other
comprehensive income. When available for sale investments are sold, the cumulative market rate adjustment
previously recorded in other comprehensive income is recognized in the statement of operations.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, bank balances, deposits held at call and certificates of deposits,
money market instruments, including cashable guaranteed investment certificates, bearer deposit notes and
commercial paper with a remaining maturity of three months or less at date of purchase, and are carried at fair value.
Financlal assets

Financial assets that are classified as held for trading are recognized at fair value on the trade date, which is the date

that the Corporation commits to purchase or sell the asset. After initial recognition, the assets are carried at fair value,
with the fair value adjustments accounted for in the statement of operations.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)
Accounts recelvable

Accounts receivable are carried at amortized cost unless a provision has been recorded for uncollectability of these
receivables. A provision for impairment of accounts receivable is established when there is objective evidence that
the Corporation will not be able to collect ali amounts due according to the original terms of receivables.

Impairment and uncoliectability of financial assets

An assessment is made at each balance sheet date to determine whether there is objective evidence that a financial
asset or group of financial assets may be impaired. If such evidence exists, the estimated recoverable amount of the
asset is determined and an impairment loss is recognized for the difference between the recoverable amount and the
carrying amount as follows: the carrying amount of the asset is reduced to its discounted estimated recoverable
amount, either directly or through the use of an allowance account and the resulting loss is recognized in the
consolidated statement of operations for the year.

For investments included under financial instruments, if there is an other than temporary decline in the value of the -
investment, such reduction is included in the consolidated statement of operations.

Financial llabllities

After initial recognition, financial liabilities, other than held for trading liabilities, are subsequently measured at
amortized cost using the effective interest rate method. Amortized cost is calculated by taking into account any
transaction costs and any discount or premium on settlement.

Financial liabilities that are classified as held for trading are recognized at fair value on the trade date, which is the
date that the Corporation commits to the contract. After initial recognition, the liabilities are carried at fair market
value, with the fair value adjustments accounted for in the statement of operations.

Accounts payable
Liabilities for trade and other payables which are normally settled on 30 to 90 day terms are carried at amortized cost.
L.oans payable

Loans payable are recognized initially at the proceeds received, net of transaction costs incurred. Loans payable are
subsequently measured at amortized cost using the effective interest rate method. Any difference between proceeds
(net of transaction costs) and the redemption value is recognized in the statement of operations over the period of the
loan.

Offset

Where a legally enforceable right of offset exists for recognized financial assets and financial liabilities, and there is an
intention to settle the liability and realize the asset simultaneously, or settle on a net basis, all related financial effects
are offset.

Compound instruments

The component parts of compound instruments are classified separately as financial liabilites and equity in
accordance with the substance of the contractual agreement. At the date of issue, the fair value of the liability
component is estimated using the prevailing market interest rate for similar non-convertible instruments. This amount
is recorded as a liability on an amortized cost basis until extinguished upon conversion or at the instrument’s maturity
date. The equity component is determined by deducting the amount of the liability component from the face value of
the compound instrument as a whole. This is recognized and included in equity, net of income tax effects, and is not
subsequently remeasured. ) :

Embedded derivatives

Derivatives may be embedded in other financial instruments (the “host instrument”). Embedded derivatives are
treated as separate derivatives when their economic characteristics and risks are not clearly and closely related to
those of the host instrument, the terms of the embedded derivative are the same as those of a stand-alone derivative,
and the combined contract is not held for trading or designated at fair value. These embedded derivatives are
measured at fair value with subsequent changes recognized in gains or losses on derivatives within interest and other
in the consolidated statement of operations.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)
2.13 Equity instruments
Equity instruments issued by Uranium One are recorded at the proceeds received, net of direct issue costs.
2.14 Use of estimates

The preparation of financial statements in conformity with Canadian GAAP requires the Corporation’s management to
make estimates and assumptions about future events that affect the amounts reported in the consolidated financial
statements and related notes to the consolidated financial statements. Actual results may differ from those estimates.

Significant estimates used in the preparation of these consolidated financial statements include, but are not limited to,
the recoverability of accounts receivable and investments, the proven and probable reserves, resources and
exploration potential of mineral interests and the related depletion and depreciation, the estimated net realizable value
of inventories, impairment of mineral interests, plant and equipment, determination of fair values of financial
instruments, the fair value for stock-based compensation, the valuation of investments, the provision for income taxes
and composition of income tax assets and liabilities, the expected economic lives of and the estimated future
operating results and net cash flows from mining interests, the anticipated costs of reclamation and closure cost
obligations, and the fair value of assets and liabilities acquired in business combinations and asset acquisitions.

2.15 Non-controlling interest

Non-controlling interests exist with respect to less than wholly-owned subsidiaries of the Corporation and represent
the outside interest's share of the carrying values of the subsidiaries’ net assets. When the subsidiary company
issues its own shares to outside parties, a dilution gain or loss arises as a result of the difference between the
Corporation’s share of the proceeds and the carrying value of the underlying equity.

2.16 Variable interest entities

Variable interest entities (“VIE’'s”) as defined by the Accounting Standards Board in Accounting Guideline ("AcG”) 15,
“Consolidation of Variable Interest Entities” are entities in which equity investors do not have characteristics of a
“controlling financial interest” or there is not sufficient equity at risk for the entity to finance its activities without
additional subordinated financial support. VIE's are subject to consolidation by the primary beneficiary who will absorb
the majority of the entity’s expected losses and/or expected residual returns. The Corporation has determined that
nane of its equity investments, contracts or other holdings qualify as VIE's.

2.17 Recent accounting pronouncements
Financlal instruments - recognition and measurement

In June 2009, the CICA amended Section 3855 to clarify the application of the effective interest rate method after a
debt instrument has been impaired and when an embedded prepayment option is separated from its host debt
instrument at initial recognition for accounting purposes. The amendments are applicable for the Corporation’s interim
and annual financial statements for its fiscal year beginning January 1, 2011. Earlier adoption is permitted.

Business combinations

CICA Section 1582 — “Business Combinations”, which replaces CICA Section 1581 — “Business Combinations”,
establishes standards for the accounting for a business combination. It is the Canadian GAAP equivalent to
International Financial Reporting Standard (“IFRS”) 3, “Business Combinations”. This standard is effective for the
Corporation’s business combinations with acquisition dates on or after January 1, 2011. Early adoption is permitted.
The Corporation will early adopt this standard effective January 1, 2010. The standard applies prospectively and may
have a material impact on the accounting for business combinations concluded from 2010 onwards.

Consolidated financlal statements and non-controlling interests

CICA Section 1601 — “Consolidated Financial Statements™ (“Section 1601") and Section 1602 — “Non-controlling
Interests” (“Section 1602") replaces CICA Handbook Section 1600 - “Consolidated Financial Statements”. Sections
1601 and 1602 establish standards for preparation of consolidated financial statements and the accounting for non-
controlling interests in financial statements that are equivalent to the standards under IFRS. These standards are
effective for the Corporation for interim and annual financial statements beginning on January 1, 2011. Early adoption
is permitted. The Corporation will early adopt this standard effective January 1, 2010. The standard applies
prospectively and may have a material impact on the Corporation’s financial statements from 2010 onwards.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued) .
International Financial Reporting Standards (IFRS)

In February 2008, the Canadian Accounting Standards Board confirmed that publicly accountable enterprises will be
required to adopt IFRS for fiscal years beginning on or after January 1, 2011, with earlier adoption permitted.
Accordingly, the conversion to IFRS will be applicable to the Corporation’s reporting no later than in the first quarter of
2011, with restatement of comparative information presented.

3 ACQUISITIONS AND DISPOSALS
3.1 Acquisition of the Karatau Uranium Mine

Uranium One announced on June 15, 2009 the signing of a definitive purchase agreement to acquire a 50% joint
venture interest in the Karatau Uranium Mine (“Karatau”) in Kazakhstan from JSC Atomredmetzoloto ("ARMZ"), the
Russian state-owned uranium mining company. The other §0% joint venture interest in Karatau is held by JSC NAC
Kazatomprom, the Kazakh-state owned uranium mining company. The acquisition closed in escrow on December 14,
2009 and the consideration held in escrow was released on December 21, 2009, from which date the Corporation
consolidates its interest using the proportional consolidation method.

The purchase price was paid by way of the issuance of 117 million common shares of Uranium One and a promissory
note of $30 million. The promissory note was repaid on January 18, 2010. The purchase agreement also provides for
contingent payments to ARMZ of up to $60 million, payable in three equal tranches over the period between 2010 and
2012 subject to certain, post-closing tax related, adjustments. The first payment of $20 million was made during
January 2010. Due to uncertainty regarding the payment of the remaining $40 million, it was not recognized as a
liability on acquisition. :

As a result of the transaction, ARMZ holds an indirect 19.92% interest in Uranium One. ARMZ has agreed to a
standstill covenant under which it may not (subject to certain exceptions), without Uranium One's prior consent, for a
period of at least five years from closing increase their ownership to more than 19.95% of Uranium One's outstanding
common shares. Subsequent to December 31, 2009, the Corporation agreed that ARMZ may temporarily exceed the
19.95% standstill covenant until January 29, 2011. This will allow ARMZ to settie certain option agreements that they
entered into with third parties based on the expectation that the transaction with Japan Uranium Management Inc.
(note 27), as originally structured, would have closed.

The value of the Uranium One shares issued was calculated using the weighted average share price of Uranium One
shares two days before, the day of, and two days after the date of the announcement of the arrangement.

The aggregate fair values of assets acquired and liabilities assumed were as follows on acquisition date:

$°000

Purchase price:
Promissory note
Common shares
Contingent payment
Acquisition costs

Net assets acquired:
Cash and cash equivalents
Inventory
Other current assets
Mineral interests, plant and equipment
Other non-current assets
Accounts payable and accrued liabilities
Other current liabilities
Future income tax liabilities
Other non-current liabilities -

(2,866

~ 411,980 .
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3 ACQUISITIONS AND DISPOSALS (continued)

3.2

3.3

Acquisition of Christensen Ranch and Irigaray

The Corporation entered into a definitive agreement on August 7, 2009 to acquire 100% of the MALCO Joint Venture
(“MALCOQ”) from wholly-owned subsidiaries of AREVA and Electricité de France for $35 million in cash. The assets of
MALCO include the licensed and permitted Irigaray ISR central processing plant, the Christensen Ranch satellite ISR
facility and associated U;Os4 resources located in the Powder River Basin of Wyoming.

Pursuant to the acquisition agreement, the Corporation placed a deposit of $8.8 million in escrow to be applied against
the purchase price. The acquisition closed on January 25, 2010.

Assets held for sale

Uranium One Africa

In May 2009, the Corporation committed to a plan to sell Uranium One Africa Limited, (“Uranium One Africa”), a wholly
owned subsidiary of the Corporation. Uranium One Africa owns the Dominion Uranium Project, which the Corporation
has placed on care and maintenance during the third quarter of 2008.

The Corporation estimates it will receive cash proceeds of $38.5 million, net of costs related to the sale. The net
carrying value of the investment of $285.0 million was impaired to the estimated proceeds of $38.5 million, resulting in
an impairment of $246.5 million. The Corporation had an accumulated unrealized translation loss relating to Uranium
One Africa of $234.5 million, previously recorded within other comprehensive income, which has been released
through the statement of operations as a result of the reclassification of the Corporation’s investment in Uranium One
Africa to assets held for sale.

December 31, 2009 Dominion

Total assets
Total liabilities

Net carrying value

Net carrying value before impairment
Accumulated translation losses

Carrying value before impairment
"_Impairment

Estimated recoverable amount, net of

costs

138,516

ANNUAL CONSOLIDATED FINANCIAL STATEMENTS 16



Uranium One Inc.

Notes to the Consolidated Financial Statements
as at December 31, 2009 and 2008
(in United States dollars)

3 ACAQUISITIONS AND DISPOSALS (continued)

3.4 Disposals

During December 2009, the Corporation disposed of its Texas assets to Uranium Energy Corp (“UEC") for 2.5 million
restricted common shares of UEC which had a market value of $8.5 million, net of closing costs of $0.2 million. In
addition the Corporation disposed of certain other non-core assets during the year.

Texas asseots Other properties
$'000

Assets and liabilities sold:
Mineral interest, plant and equipment
Accounts receivables and other receivables
Other assets
Accounts payables and accrued liabilities
Other current liabilities
Asset retirement obligations
Other non-current liabilities

Carrying value of assets and Iiabilitleé sold |

Proceeds on sales:
Carrying value
Impairment

Proceeds, net of closing costs

4 CASH AND CASH EQUIVALENTS

Dec 31, 2009 Dec 31, 2008
$'000
Cash 134,444
Money market instruments, including cashable guaranteed investment 41781
certificates, bearer deposit notes and commercial paper !
S 176,225
Cash and cash equivalents do not include any asset backed commercial paper.
5 ACCOUNTS AND OTHER RECEIVABLES
Dec 31, 2009 Dec 31, 2008
$'000 $'000
Trade receivables 26,194
Value added tax and general sales tax 5,886
Prepayments and advances 4,151
Other receivables 3,695
39,926
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6 JOINT VENTURES
6.1 Proportionate Interests In joint ventures

The Corporation owns the following interests in joint ventures:

Betpak Dala 70%
Kyzylkum 30%
Karatau 50%
SKZ-U LLP ) 19%
Honeymoon 51%
Australia Exploration 51%

The Corporation acquired a 19% joint control interest in SKZ-U LLP (*"SKZ-U") during 2009 to ensure long term
sulphuric acid supply to Kyzylkum and other projects in the region. The SKZ-U joint venture was established to
construct a sulphuric acid plant near Kharasan at Zhanakorgan.

The Corporation acquired a 50% joint control interest in Karatau during 2009 (note 3.1).
The Corporation’s proportionate share of the assets and liabilities of the joint ventures are as follows:

' Honeymoon
';:ogt December 31, BetD;:: Kyzylkum Karatau SKz-u & Australia Total

exploration

000

'

Cash

Other current assets
Mineral interests, plant
and equipment
Other assets
Current liabilities
Other liabilities "' ®
Future income tax
liabilities

Asset retirement
obligation

Net Assets

(1)in addition to the $35 million loan (note 6.2} from the Corporation, Kyzylkum negotiated unsecured bank loan facilities totaling $160 million in prior periods. One
facility, in the amount of $70 million, was obtained from the Japan Bank for intemational Cooperation (“JBIC”) and the other facility, in the amount of $90
million, was obtained from Citibank. These facilities were fully drawn down as at December 31, 2009, and the Corporation’s share of these facilities is $48
million.

(2)Karatau negotiated a secured short term bank loan totaling $10 million with Citibank and the Corporation’s share of this loan is $5 million.

Honeymoon
Iz\goast December 31, Beg’;: Kyzylkum & Australia Total
exploration
$'000 . $'000 $'000 $'000
Cash 725 92 - 817
Other current assets 8,641 656 16 9,313
Mineral interests, plant
and equipment 700,006 193,018 38,619 931,643
Other assets 703 4,005 - 4,708
Current liabilities (18,098) (3,084) (653) (21,835)
Other liabilities (1,636) (36,009) (11) (37,656)
Future income tax
liabilities (270,411) (72,019) (3.271) (345,701)
Asset retirement
obligation (4,609) (117) (223) (4,949)
Neot Assots 415,321 86,542 34,477 536,340

(1)in addition to the $46.7 million loan (note 6.2) from the Corporation, Kyzylkum negotiated unsecured bank loan facilities totaling $100 million in 2007 and
another $60 million in 2008. One facility, in the amount of $70 million, was obtained from the Japan Bank for international Cooperation (“JBIC") and the
other facility, in the amount of $90 million, was obtained from Citibank. Total draw downs against these facilities amounted to $120 million as at December
31, 2008, of which the Corporation’s share was $36 million.
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6 JOINT VENTURES (CONTINUED)

6.1 Proportionate interests in joint ventures (continued)

The Corporation's proportionate share of revenue, expenses, net earnings / (loss) and cash flows for the years ended

December 31, 2009 and 2008 are as follows:

Year ended December 31, 2009

Honeymoon

Borpak Kyzylkum Karatau SKZ-U & Australia Total
- exploration

$'000 $'000 $'000 $'000 $'000 $'000

Revenue g 10,74
Expenses and other
income

Foreign exchange gain /
(loss)

Earnings / (loss)
before income taxes
Current income tax
expense

Future income tax
recovery / (expense)

Earnings / (loss)

Cash flows (used in) /
from operating activities
Cash flows used in
investing activities
Cash flows from
financing activities

Net increase /
(decrease) in cash

Year ended December 31, 2008

Honeymoon
Bethak Kyzylkum & Australia Total
exploration
$'000 $'000 $°000 $'000

Revenue 149,776 - - 149,776
Expenses and other
income (50,680) 132 (56) (50,604)
Foreign exchange (loss)
/ gain (18) 660 - 642
Earnings / (loss) ) .
before income taxes 99,078 792 ) (56) 99,814
Current income tax ’
expense (42,065) (42) - 42,107) .
Future income tax :
recovery 7,122 . 186 - 7,308
Earnings / (loss) 64,135 936 (56) 65,015
Cash flows from / (used .
in) operating activities 64,344 (78) - 64,266
Cash flows used in
investing activities (53,347) (21,489) - (74,836)
Cash flows (used in) /
from financing activities (11,915) 18,000 3 6,085
Net decrease in cash (918) (3,567) ) - (4,485)
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6 JOINT VENTURES (continued)

6.2 Loans to joint ventures

Dec 31, 2009 Dec 31, 2008
$'000 . $'000

Current portion R
Kyzylkum 19,158
19,158

Long term portion

SKz-U -
Kyzylkum 14,000
14,000
Total 33,158

~ Kyzylkum loan

The Corporation made loans to Kyzylkum pursuant to its obligation to provide project financing for construction and
commissioning of the Kharasan Project in the amount of $80 million. The loans bear interest at LIBOR plus 1.5% per
annum, with interest payable on a semi-annual basis, commencing within two years of initial funding.

Dec 31, 2009 Dec 31, 2008

$'000 $'000

Balance at January 1 T 73,333
Repaid during the year (26,667)
46,666

Interest accrued 702
Balance at December 31 47,368
Less: elimination of proportionate share — 30% (14,210)
. X 33,158

Less: current portion P (19,158)
Long term portion ; 25,698, 14,000

The loans to Kyzytkum are unsecured.

Kyzylkum has suspended scheduled payments of principal and interest to the Corporation pending receipt of
additional financing currently being arranged by the Corporation and its partners in the Kyzylkum joint venture. The
repayments of the $35 million due from Kyzylkum are likely to be deferred as part of the financing of Kyzylkum’s
activities. The Corporation therefore classified the amount outstanding on the loan to Kyzylkum as non-current.
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7 INVENTORIES

Dec 31, 2009 Dec 31, 2008

$'000

Finished uranium concentrates 5,401
Solutions and concentrates in process 2,584
Product inventory 7,985
Materials and supplies 9,405
17,390

All operating expenses and depreciation and depletion are processed to inventory and expensed when the product is sold.
Finished uranium concentrates includes a fair value adjustment of $8.9 million that was processed on acquisition of

Karatau, to increase the carrying value to fair market value. The fair value adjustment will be recognised as non-cash
depreciation and depletion with the subsequent sale of the inventory.

8 MINERAL INTERESTS, PLANT AND EQUIPMENT

December 31, 2009 Accumulated Net carrying
Cost amortization Amount

Mineral interests
Plant and equipment

December 31, 2008 Accumulated Net carrying
Cost amortization amount

$'000 $'000 $'000

Mineral interests 1,035,043 (46,850) 088,193
Plant and equipment 312,360 (15,138) 297,222
) 1,347,403 (61,988) 1,285,415

A summary by property of the net book value is as follows:

December 31, 2009 Mineral interests
Non- Plant and
Depletable depletable Total equipment Total
Country $'000 '000 $'000 $'000
Akdala Mine Kazakhstan . 499" { 1 / /44! i

South Inkai Mine Kazakhstan
Karatau Mine Kazakhstan
Kharasan Project Kazakhstan

United States
development projects
United States
exploration projects
United States

United States

United States

conventional mining United States
projects

Honeymoon Project Australia
Corporate and other

Total
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8 MINERAL INTERESTS, PLANT AND EQUIPMENT (continued)

December 31, 2008

Mineral interests

Non- Plant and
Depletable depletable Total equipment Total
Country $'000 $'000 $'000 $'000 $'000
Akdala Mine Kazakhstan 92,739 74,358 167,097 28,622 195,719
South Inkai Project Kazakhstan - 396,963 396,963 107,017 503,980
Kharasan Project Kazakhstan - 144,722 144,722 48,296 193,018
Dominion Project South Africa - - - 44,586 44 586
g’:&ﬁgf&fﬁfpm oots  United States - 90,255 90,255 15,589 105,844
g;’;‘lzfaif)arﬁsr oects  United States - 122586 122,586 - 122,586
E:%Z‘i;n';aaﬂ'a'“{,fg}: o United States ; ; - 22,026 22,026
United States
conventional mining United States - 39,215 39,215 1,497 40,712
projects
Honeymoon Project Australia - 25,652 25,652 12,967 38,619
Corporate and other - 1,703 1,703 16,622 18,325
Total 92,739 895,454 988,193 297,222 1,285,415

8.1 Impairment of mineral interests, plant and equipment

December 31, 2009

Impairment and
closure costs

Future income
tax adjustment

Net impairment

United States exploration projects
Corporate and other

Mineral interests, plant and equipment

Dominion Project (note 3.3)

Assets held for sale

Texas assets (note 3.4)
Other assets (note 3.4)

Disposals during the year

Total

December 31, 2008

Impairment and
closure costs

Future income
tax adjustment

Net impairment

$'000 $'000 $'000

Dominion Project 1,805,452 474,735 1,330,717

, United States development projects 204,289 68,679 135,610
United States exploration projects 936,556 331,619 604,937
Hobson Facility and La Palangana Project 83,409 19,024 64,385
United States conventional mining projects 65,310 4,070 61,240
Honeymoon Project 195,358 59,196 136,162
Corporate and other assets 31,848 5,701 ' 26,147
3,322,222 963,024 2,359,198
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9 OTHER ASSETS

Dec 31, 2009 Dec 31, 2008
$'000
Current

Purchased uranium concentrates 9,743
Borrowed uranium concentrates -
Future income tax assets 1,206
Deposit for acquisition of Christensen Ranch and [rigaray (note 3.2) -
Deferred business development expenditure -
Other 1,094
12,043

Non-current
Asset retirement fund 19,939
Advances for future services 10,054
Borrowed uranium concentrates 8,621
Advances for investment in sulphuric acid plant 5,959
Advances for plant and equipment 3,938
Long term deposits and guarantees 2,489
Long term inventory -
Available for sale securities 593
Deferred business development expenditure 503
Discontinued operations 9,024
Other 1,856
62,976

Uranium concentrates loans

The Corporation entered into a uranium concentrates borrowing agreement to mitigate the risk of delivery delays, enabling
the Corporation to meet its contractual obligations in terms of current uranium sales contracts. The asset represents the
borrowed uranium concentrates, which are held at a conversion facility in the Corporation’s account. The asset is recorded
at its fair value. The corresponding financial liability of $8.9 million, which was classified as held for trading, is also carried
at fair value and is included in uranium concentrates loans in current liabilities (note 15).

Discontinued operations

The Corporation disposed of its remaining shareholding in Gold One during the year ended December 31, 2009, realizing a
gain of $2.0 million from the sale of 186.8 million shares for proceeds of $24.3 million, of which $3.1 million was received in
2008.

Available for sale securities

During the year the Corporation received 2.5 million UEC shares for the sale of the Texas properties. The fair value of the

UEC shares were $8.7 million as at December 31, 2009 (note 3.4). The Corporation holds further available for sale
securities with a fair value of $0.6 million.
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10 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Dec 31, 2009 Dec 31, 2008
$'000
Trade payables 18,222
Accruals 19,874
Advances received -
Commodity and other taxes payable 4,148
Deposit received for sale of Gold One shares 3,100
Other 2,079
47,423

11 LONG TERM DEBT
Dec 31, 2009 Dec 31, 2008
$°000
Opening balance -
Drawn down during the year 65,000
Financing fees (3,876)
Amortized financing fees -
Interest paid (386)
Interest accrued 537
Closing balance 61,275
Current portion . -
Long term portion 61,275
61,275

On June 27, 2008, the Corporation established a $100 million bank debt senior secured revolving credit facility (the
“facility”). Under the terms of the facility, the Corporation had the ability to borrow up to $100 million from the lead lenders,
Bank of Montreal and The Bank of Nova Scotia (the “Banks”). The facility has a two year term, and may be extended for a
further year with lender consent.

Draw downs under the facility can be made at interest rates based on either the US dollar LIBOR rate or the Bank of
Montreal base rate for US dollar denominated loans. Undrawn amounts are subject to a commitment fee currently at -
0.50% per annum. Letters of credit can be issued under the facility at a fee of between 1.25% and 2.00% per annum.

The Corporatidn has made a drawdown of $65 million under the credit facility on October 20, 2008. The loan currently
bears interest at 2.2% per year. Letters of credit in the amount of $9.1 million were issued under the credit facility as at
December 31, 2009.

The debt is payable with no notice, anytime before June 27, 2010.

The margins over the base interest rates, the commitment fee and the letter of credit fee, are dependent on the ratio of the
Corporation’s net debt (consisting of total debt less certain cash balances) to its earmnings before interest, taxes, stock
based compensation, depreciation and depletion and other non-cash items.

Draw downs under the facility may be used for general corporate purposes, including working capital requirements and
funding capital expenditures and acquisitions.

Financing fees relate to upfront costs and other costs incurred associated with establishing the credit facility, and are
expensed over the term of the facility. :
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12 CONVERTIBLE DEBENTURES

The Corporation has outstanding convertible unsecured subordinated debentures maturing December 31, 2011 (the
“debentures”) with a face value of Cdn $155.3 million ($147.9 million). The debentures were originally issued at
Cdn $1,000 per debenture and bear interest at an annual rate of 4.25%, payable semi-annually in arrears on June 30 and
December 31 of each year. The conversion price is Cdn $20 per share, which is equivalent to 50 common shares for each

Cdn $1,000 principal amount of debentures.

The table below indicates the breakdown of the liability:

Dec 31, 2009 Dec 31, 2008

$'000 $'000

Opening balance 136,548

Interest incurred 15,075

Coupon payment (5,989)

Foreign exchange movement (27,592)

Liability as at the end of the year 118,042

13 ASSET RETIREMENT OBLIGATIONS

Dec 31, 2008
$’000
Opening balance 13,927
Revision of estimates (68)
Accretion expense 1,407
Settled -
Incurred -
Sale of 49% interest in Honeymoon (307)
Karatau business combination -
Reallocated to assets held for sale -
Other (727)
Foreign exchange movement (1,233)
Closlng balance 12,999

Dec 31, 2008

Undiscounted and uninflated amount of estimated cash flows ($’000) 24,864

Payable in years 7-45

Inflation rate
Discount rate

2.69% - 8.50%
8.50% - 15.90%

Security of $13.5 miflion (2008: $19.9 million) for reclamation obligations has been provided in the form required by the

relevant country’s authorities (note 9).
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14 INCOME TAXES

Dec 31, 2009 Dec 31, 2008
$'000 $°000
Current income tax expense 44,191
Future income tax recovery (1,013,634)
(969,443)
Reconciliation between the average effective tax rate and the applicable statutory tax rate.
Dec 31, 2009 Dec 31, 2008
$'000
Loss before income taxes (3,303,030)
Canadian federal and provincial income tax rates 31.00%
Expected income tax recovery (1,023,939)
Permanent differences, including share based compensation and foreign 6.075
exchange '
Effect of tax rate changes 1,150
Change in valuation allowance 143,661
Differences in tax rates in foreign jurisdictions (101,439)
Other 5,049
(969,443)
Future Income tax
The significant components of the Corporation’s future income tax assets and liabilities are as follows:
Dec 31, 2009 Dec 31, 2008
$°000 $°000
Future income tax assets ‘
Mineral interests, plant & equipment 151,815
Other 12,105
Non-capital losses 69,080
Future income tax assets before valuation allowance 233,000
Valuation allowance (163,827)
Future income tax assets, net of valuation allowance 69,173
Future income tax liabilities
Mineral interests, plant & equipment 435,096
Other 8,164
Future income tax liabilities 443,260
Net current portion of future income tax assets 1,206
Net long term portion of future income tax liabilities (375,293)
Net future income tax liability (374,087)
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14 INCOME TAXES (continued)

Tax loss carry-forwards

Canada and provincial tax jurisdictions

At December 31, 2009, the Corporation had Canadian federal and provincial net operating loss carry-forwards totaling
$94.5 million with a tax value of $24.6 million that expire from 2010 through 2030. A valuation allowance of $24.6 million
has been applied against the future tax asset representing these losses.

United States federal and state tax jurisdictions

At December 31, 2009, the Corporation had United States federal and state net operating loss carry-forwards totaling
$65.3 million with a tax value of $23.6 million that expire from 2020 through 2030. A valuation allowance of $nil million has
been applied against the future tax asset representing these losses.

South Africa tax jurisdictions

At December 31, 2009, the Corporation had South Africa net operating loss carry-forwards totaling $95.1 million with a tax
value of $33.3 million with no expiry. A valuation allowance of $33.3 million has been applied against future tax asset
representing these losses.

Kazakhstan tax jurisdictions

At December 31, 2009, the Corporation had Kazakhstan net operating loss carry-forwards totaling $21.2 million with a tax
value of $3.2 million that expire from 2010 through 2012. A valuation allowance of $3.2 million has been applied against
the future tax asset representing these losses.

Australia tax jurisdictions )
At December 31, 2009, the Corporation had Australian net operating loss carry-forwards totaling $18.3 million with a tax
value of $5.5 million with no expiry. A valuation allowance of $nil has been applied against the future tax asset

representing these losses.

156 OTHER LIABILITIES

Dec 31, 2009 Dec 31, 2008
$'000
Current -
Promissory note (note 3.1) -
Contingent payment (note 3.1) -
Unfavorable contracts -
Uranium concentrates loan -
Short term loan (note 3.1) -
Other -
Non-current
Uranium concentrates loan 10,692
Kyzylkum external loan facility (note 6) 35,453
Due to the Republic of Kazakhstan 2,138
Other 641
48,924

Uranium concentrates loan

On September 22, 2008, the Corporation entered into a loan agreement to borrow 200,000 pounds of UsOs to be repaid on
September 30, 2010. Under the loan agreement, loan fees of 3.5% per annum are payable based on the value of the
borrowed UsOs. The Corporation recognized the borrowed uranium as an Other asset (note 9). The loan which was
classified as a financial liability held for trading, and the other asset are carried at fair value.

Unfavourable contract

The Corporation acquired an unfavorable contract as part of the Karatau acquisition which is carried at fair value (note 3.1).
The fair value will be realized as part of revenue when the finished uranium concentrates are delivered into the contract.

Promissory note
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The Corporation issued a $90 million promissory note as part of the consideration for the purchase of Karatau (note 3.1).
The promissory note was due not later than 12 months from closing and was repaid on January 18, 2010.

16 SHARE CAPITAL .

Number of Value of

Issued and outstanding common shares . shares shares

$'000

Common shares on January 1, 2008 467,173,423 3,496,884

Exercise of warrants 1,190,000 15,791

Exercise of stock options 1,043,016 7,358

Exercise of restricted shares 206,517 2,791
Common shares on December 31, 2008 : 956 3,522,824

Exercise of warrants -
Exercise of stock options

Exercise of restricted shares
Contingent shares issued

Karatau acquisition share issued

Issued and outstanding common shares at December 31, 2009

17 CONTRIBUTED SURPLUS

The following table details the movement of contributed surplus during the year:

Restricted

Warrants shares Options Total

$'000 $'000 $'000 $'000

As at January 1, 2008 25,372 3,119 105,896 134,387
Stock options issued and vested - - 14,145 14,145
Stock options exercised - - (3,957) (3,957)
Restricted shares vested - 1,278 - 1,278
Restricted shares exercised - (2,791) - (2,791)
Warrants exercised (11,460) - - (11,460)

As at December 31, 2008

Stock options issued and vested
Stock options exercised

Restricted shares issued and vested
Restricted shares exercised

3,912

As at December 31, 2009

Assumptions
The fair value of stock options and restricted shares used to calculate the compensation expense was estimated using the
Black-Scholes option pricing model with the following assumptions:

December 31, 2009 December 31, 2008
0y

Risk free interest rate % % 2.52% - 3.60%

Expected dividend yield 0%
Expected volatility of the Uranium One's share price 66% - 120%
Expected life 5 years

Warrants
The Corporation has no ocutstanding warrants at December 31, 2009 (2008: nil).
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17 CONTRIBUTED SURPLUS (continued)
Stock options

The following is a summary of options granted under the stock-based compensation plan:

Weighted

Number of . : average

options exerclse price

Cdn$

Outstanding options as at January 1, 2008 ) : 20,824,788 8.55
Granted options ' 2,559,948 3.56
Exercised options (1,043,016) 3.74
Forfeitures of stock options : (6,483,203) 9.12

Outstanding options as at December 31, 2008
Granted options

Exercised options

Forfeitures of stock options

5,858,517,

Outstanding options as at December 31, 2009

The stock option compensation expense for the year ended December 31, 2009 was $7.0 million and for the year ended
December 31, 2008 it was $14.1 million. As at December 31, 2009, the aggregate unexpensed fair value of unvested stock
options granted amounted to $5.0 million. The fair value of options granted during the year amounts to $8.2 million ($1.31
. per option) (2008: $5.5 million, $2.15 per option).

The following table summarizes stock options outstanding at December 31, 2009:

Options outstanding Options exercisable
Number Number :
outstanding : exercisable
as at Woeighted Welghted as at Weighted
Range of December average average December average Weighted
exercise 31, remalning exercise 31, remaining © average
prices 2009 life price 2009 life - exercise price
Cdn$ (years) Cdn$ (years) Cdn$
:78102.74 ,700 198 18: 254:814" 0 1.4
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17 CONTRIBUTED SURPLUS (continued)
Restricted share rights

The following is a summary of Uranium One's restricted shares issued under the Restricted Share Plan:

Number of

restricted shares

Balance at January 1, 2008 295,532
Granted ‘ 609,000
Exercised during the year (206,517)

Expired

Balance at December 31, 2008
Exercised during the year
Expired

Balance at December 31, 2009

The following is a summary of the outstanding restricted share rights: -

Number of restricted shares

Dec 31, 2009 Dec 31, 2008
Grant date
June 7, 2006 72,083
December 8, 2006 9,245
July 1, 2007 6,667
April 7, 2008 510,500
April 28, 2008 . 25,000
Balance at the end of the year 451,159 623,495

Restricted share rights will not expire while the rights holder is an employee of the Corporation.

The restricted share rights expense for the year ended December 31, 2009 was $0.5 million and for the year ended
December 31, 2008 was $1.3 million. As at December 31, 2009 the aggregate unexpensed fair value of unvested
restricted share rights granted amounted to $0.6 million (2008: $1.6 million). No restricted shares were granted during the
year. The fair value of the restricted shares granted during 2008 was $2.4 million.

Contingently issuable shares
Under the terms of the acquisition agreement for the Kyzylkum JV interest, Uranium One is obligated to issue 6,964,200
common shares of Uranium One upon commencement of commercial production from Kyzylkum.

The Corporation assumed all of the obligations of Uranium One Americas, Inc. (previously Energy Metals Corporation Inc.)
and its subsidiaries arising under certain option and joint venture agreements with third parties. At December 31, 2009
Uranium One has reserved a total of 57,500 common shares for issuance pursuant to the assumed obligations under
contingent share rights agreements. 165,600 contingent shares were issued during the year due to the performance
conditions  being  met. 184,000 contingent share rights have lapsed during the vyear.
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18 INTEREST AND OTHER

Year ended
Dec 31, 2009 Dec 31, 2008
$'000 $'000
Interest income L 10,315
Interest paid (505)
Convertible debenture interest (note 12) (15,075)
Credit facility charges (1,677)
Interest and costs incurred on uranium concentrates loan (224)
Costs incurred in relation to letters of credit (210)
(7,376)

19 FOREIGN EXCHANGE LOSS
A summary of the foreign exchange loss by item is as follows:

Year ended
Dec 31, 2009 Dec 31, 2008
$'000 $'000
Unrealized foreign exchange gain on future income tax liabilities 83,771 1,340
Unrealized foreign exchange loss on other items C (7,821 (2,679)
Realized foreign exchange gain / (loss) on other items - 3,077 (10,370)
(11,709)

The National bank of Kazakhstan announced on February 4, 2009 that it has ceased to maintain the Kazakhstan tenge (“tenge”)
within the previous range of 117-123 tenge to the US dollar and suggested the rate be set within a range of 145-155 tenge to the
US dollar. The tenge closed at 148.36 tenge to the US dollar on December 31, 2009. The resulting devaluation affected the
translated values of monetary assets and liabilities, resulting in a $63.8 million gain on future income tax liabilities.

20 CASH FLOW INFORMATION

Year ended
Dec 31, 2009 - Dec 31, 2008
$'009 $'000
Changes in non-cash working capital excluding business B
combinations:
Decrease accounts and other receivables 28,818
Decrease in prepaid expenses and other 2,651
Ingrease in inventories (910)
Decrease in accounts payable and accrued liabilities (6,279)
(Decrease) / increase in income taxes payable 8,450
32,730
Supplemental cash flow information
Cash interest paid 7,288
Cash tax paid 35,740
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21 BASIC AND DILUTED WEIGHTED-AVERAGE NUMBER OF SHARES OUTSTANDING
Year ended

Dec 31, 2009 Dec 31, 2008
Basic weighted-average number of shares outstanding ('000) 468,424
Effect of dilutive securities:
-stock options -
-warrants -
Diluted weighted-average number of shares outstanding 468,424

22

For the years ended December 31, 2009 and 2008, convertible debentures, stock options, warrants and restricted shares
were not included in the dilutive weighted average number of shares outstanding as they were anti-dilutive.

CAPITAL DISCLOSURES
The Corporation’s objectives when managing capital are to:

(i) Maintain a flexible capital structure which optimizes the cost of capital at acceptable risk;
(i) Continue the development and exploration of its mineral properties; and
(iify Support any expansion plans.

In the management of capital, the Corporation includes shareholders’ equity, long term debt, cash, convertible debentures
and the current portion of loans to joint ventures.

The Corporation manages its capital structure and makes adjustments to it when the economic and risk conditions of the
underlying assets require change. In order to maintain or adjust the capital structure, the Corporation may issue new
shares, issue new debt, and/or issue new debt to replace existing debt with different characteristics. The Corporation has
in place a planning and budgeting process to help determine the funds required to ensure the Corporation has the
appropriate liquidity to meet its operating and growth objectives.

The Corporation monitors the following ratios in this respect: total debt to total capitalization and net debt to total
capitalization.

The Corporation must maintain an interest coverage ratio of greater than 2.5 to meet the credit facility’s debt covenants.
The interest coverage ratio is calculated as the ratio of the Corporation’s earnings before interest, taxes, share based
compensation, depreciation and depletion and other non-cash items (“EBITDA”) to interest paid.

For years ended
: Dec 31, 2009 Dec 31, 2008

$'000
Total liabilities (excluding future income tax liabilities) 301,302
Net liabilities (total liabilities less cash, receivables, and current portion of loans
to joint ventures) ’ 65,993
Total capitalization (total shareholders' equity) 950,538
Total liabilities as a percentage of shareholders’ equity 32%
Net liabilities as a percentage of shareholders’ equity 7%
Credit facility:
EBITDA (rolling 4 quarters) 69,755
Interest coverage ratio

10.5
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23 FINANCIAL INSTRUMENTS

Convertible debentures Dec 31, 2009 Dec 31, 2008
$'000 $'000

Liability component : 118,042
46,480

Equity component

Fair value of convertible debentures

164,522

86,222

The Corporation’s activities expose it to a variety of financial risks, includirig the effects of changes in debt and prices of
equity instruments held, foreign currency exchange rates, interest rates, and commodity prices.

The Corporation continuously monitors its exposure to risk. The risk management carried out by the Corporation is
approved by the Board of Directors. The following section describes the type of significant risks that the Corporation is
exposed to and its objectives and policies for managing those risk exposures.

(i) Designation and valuation of financial instruments

The following table summarizes the designation and fair value hierarchy under which the Corporation’s financial
instruments are valued, other than trade and other receivables and payables.

sLevel 1 of the fair value hierarchy includes unadjusted quoted prices in active markets for identical assets or

liabilities;

eLevel 2 of the hierarchy includes inputs that are observable for the asset or liability, either directly or indirectly; and
eLevel 3 includes inputs for the asset or liability that are not based on observable market data. The Corporation does
not have any financial instruments included in Level 3.

As

at December 31, 2009

Designation of financial assets

Loans and
recelvables
Notes $'000

Available for
sale
securities
$°'000

Cash and cash equivalents
Shares - available for sale

48;465:

Total

148,46

As

at December 31, 2009

Designation of financial liabilities

Held at fair
value through
profit and
loss

Financial
liabilities at
amortized
cost

$°000

Long term debt

Kyzylkum external loan facility
Convertible debenture

Uranium concentrates loan
Promissory note

Contingent payment

Unfavorable contracts

Short term loan

Due to the Republic of Kazakhstan
Other

Notes $°000

6357

Total

As at December 31, 2009

_Fair value hlerarchy of financial assets and

liabilities measured at fair value

Total Level 1
$'000 $°000

Level 2

Available for sale securities — UEC shares

Available for sale securities - other
Uranium concentrates loan

$°000
4

Level 3

$'000

Total
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23FINANCIAL INSTRUMENTS (continued)

(n

Foreign exchange risk

The Foreign exchange risk relates to the risk that the value of financial commitments, recognized assets or liabilities
will fluctuate due to changes in foreign currency rates.

The Corporation is primarily exposed to foreign currency risk through the following assets and liabilites denominated
in currencies other than US dollars:

Non-financial assets

Financial assets and liabilities and llabilities
Mineral
December 31, Accounts interests
2009 Cash and payable and plant and Future
cash Accounts accrued  Convertible equipment income tax
equlvalents receivable liabilities  debentures m liabilitios
$'000 $'000 $'000 $'000 $'000 $'000
Canadian dollar 70 8 ‘
Australian doliar
Kazakhstan
tenge
Euro
South African
Rand
Non-financial assets and
Financial assets and liabilities . liabilities
December 31, Mineral
2008 Accounts interest
Cash and payable and plant and Future
- cash Accounts accrued  Convertible equipment income tax
equivalents recelvable liabilities  debentures m liabilities
$'000 $'000 $'000 $'000 $'000 $'000
Canadian dollar 438 2,436 - 3,477 . 118,042 - -
- Australian doliar 44 597 1,212 7,558 - 38,619 3,271
Kazakhstan :
tenge 1,251 5,978 11,515 - - 342,430
South African 5,227 4,821 17,506 - 44,586 -
51,513 14,447 40,056 118,042 83,205 345,701

™ Only includes mineral interests, plant and equipment of self-sustaining operations.

The following table shows the effect on earnings and other comprehensive income after tax as at December 31, 2009
of a 10% appreciation or depreciation in the foreign currencies against the US dollar on the above-mentioned financial
and non-financial assets and liabilities of the Corporation.

Other
comprehensive Net

A 10% appreciation in all foreign currencies against the US dollar, with
all other variables held constant.

(i)

A 10% depreciation in exchange rates would have the exact opposite effect on other comprehensive income and net
earnings.

Credit risk
Credit risk is primarily associated with trade receivables, and to a lesser extent, cash equivalents.

The Corporation closely monitors its financial assets and does not have any significant concentration of credit risk.
The Corporation sells its products exclusively to organizations with strong credit ratings. Cash and cash equivalents
are held through large international financial institutions. Cash and cash equivalents are comprised of financial
instruments issued by Canadian banks and companies with high investment-grade ratings. These investments
mature at various dates.- ;
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23 FINANCIAL INSTRUMENTS (continued)

The Corporation's maximum exposure to credit risk at the balance sheet date is as follows:

Dec 31, 2009 Dec 31, 2008

$'000

Cash, cash equivalents and restricted cash 176,225
Accounts receivable 39,926
Available for sale securities 593
216,744

(iv) Liquidity risk

The Corporation has a cash forecast and budgeting process in place to assist with the determination of funds required
to support the Corporation's operating requirements on an ongoing basis and its expansion plans. The Corporation
manages liquidity risk through the management of its capita! structure and financial leverage as outlined in note 22.

The Corporation has established a credit facility (note 11) as part of its liquidity risk management process. The
Corporation has made its first draw down against the facility in the amount of $65 million on October 20, 2008. The
following table summarizes the contractual maturities of the Corporation's significant. financial liabilities and capital
commitments, including contractual obligations:

Less than 1t03 4to 5 After 5

Lease obligations
Kyzylkum long term debt
Capital commitments
Asset retirement
obligations

Accounts payable and
accrued liabilities

Credit facility repayments
Short term loan

Uranium concentrates
loan (note 15)
Convertible debentures

Other

years years ears
i NIV Sy

The convertible debenture is redeemable in cash or shares, and may not result in a cash outflow. The uranium
concentrates loan requires settlement with uranium concentrates, and may not result in a cash outflow.

The Corporation has interests in joint ventures, and is responsible for partial funding of these joint ventures pursuant
to the terms of the joint venture agreements. The Corporation does not bear direct liquidity risk for liquidity of these
joint ventures, except for the risk relating to the repayment to ioans made to the joint ventures. The Corporation can
only utilize cash generated by the joint ventures when the joint ventures pay dividends.

On January 19, 2009, in connection with the construction of a sulphuric acid plant by SKZ-U, in which the Corporation
subsequently acquired a 19% joint venture interest, the Corporation provided a guarantee to a third party in respect of
19% of the construction cost of the plant, limited to a maximum amount of $7.6 million (Euro 5.5 million).

The Corporation is exposed to liquidity risk from fluctuating commodity prices when the 200,000 pounds of uranium
concentrates received as part of a uranium loan transaction are utilized against contracts. As the market value of the
liability to deliver the uranium concentrates fluctuates based on commodity prices, so will the market value of the
uranium concentrates held by the Corporation. The effect that market fluctuations in the uranium price have on the
asset and liability will offset, except in circumstances where the borrowed uranium has been utilized to make a
delivery into a contract. In these circumstances, the Corporation will recognize a net fair market value adjustment.
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23 FINANCIAL INSTRUMENTS (continued)

A 10% change in commodity prices, should the Corporation be exposed, would impact the Corporation's liquidity risk

due to the uranium concentrates loan (note 15), as follows:

constant:
- current

Dec 31, 2009 Dec 31, 2008
$'000 $'000
A 10% appreciation in commodity prices, with all other variables held
Sl ey 198
ST 890 1,060

- maximum exposure

)

A 10% depreciation in the commaodity price would have the exact opposite effect on net earnings.

Interest rate risk

The Corporation is exposed to interest rate risk on its outstanding borrowings and short-term investments. The only
outstanding interest-bearing borrowings as at December 31, 2009 are the loan facility obtained by Kyzylkum (note 6.1)
which bears interest at floating rates, the drawn-down amount on the credit facility which bears interest at floating
rates (note 11), and the convertible debentures, with a fixed interest rate.

A 100 basis point change in the interest rate would impact the Corporation's net earnings as follows:

Dec 31, 2009 Dec 31, 2008
$'000 $'000

A 100 basis point appreciation in interest rates, with all other variables

held constant

(vi)

811
A 100 basis point depreciation in the interest rate would have the exact opposite effect on net earnings.
Commodity price risk

The Corporation is exposed to price risk with respect to commodity prices. The Corporation does not hedge its
exposure to price risk, other than having market related pricing structures in the long-term sales contracts, which the
Corporation has entered into. Increases in uranium prices would have a positive impact on profitability given that the
majority of the Corporation's sales contracts are priced based on market values for uranium.

The Corporation is exposed to price risk from fluctuating commodity prices with respect to outstanding uranium
concentrates loans if the borrowed uranium has been utilized to make a delivery. As the market value of the liability to
deliver the uranium concentrates fluctuates, based on commaodity prices, so will the market value of the uranium
concentrates borrowed by the Corporation. The effect that market fluctuations in the uranium price have on the
borrowed uranium asset and uranium concentrates liability will offset, except in circumstances where the borrowed
uranium has been utilized to make a delivery into a contract. In these circumstances, the Corporation will recognize a
net fair market value adjustment in the statement of operations.
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24 SEGMENTED INFORMATION
. The Corporation's reportable operating segments are summarized in the table below:

For the year ended December 31, 2009: (in $'000)
Net earnings/

Depreclation (loss) from

Operating and Exploration continuing Capital

Country Revenues expenses depletion expense operations expenditure

$°000 $°000 $°000 $'000 $°000 $°'000

Akdala Mine Kazakhstan 6,699 ,

South Inkai Mine Kazakhstan
Karatau Mine Kazakhstan
Kharasan Project Kazakhstan

United States
development projects
United States
exploration projects
United States
conventional mining
projects

Honeymoon Project
Corporate and other

United States

United States

United States

Australia

Total

For the year ended December 31, 2008: (in $'000)

Net
earnings/
Depreciation (loss) from
Operating and Exploration continuing Capital
Country Revenues expenses depletion expense operations expenditure
$°000 $°000 $’°000 $°000 $'000 $°000
Akdala Mine Kazakhstan 149,776 (30,490) (22,566) - 61,902 10,651
South Inkai Project Kazakhstan - - - - 26 43,139
Kharasan Project Kazakhstan - - - - 875 19,466
Dominion Project South Africa - - - (1,412) (1,325,938) 94,211
g:\'gg;‘fgﬁfp rojocts | United States ; - ; - (135,666) 11,455
g::lg‘r’aﬁﬁisr ojects United States 3 - - 6979  (536,905) 1,013
*;ggi‘;gﬁ:‘g'g 2012 United States ; ; - (690) (65,077) 17,056
United States
conventional mining United States - - - (1,189) (85,104) 3,854
projects )
Honeymoon Project Australia - - - (2,339) (139,236) 13,525
Corporate and other .- - - (2,272) (108,464) 2,387
Total 149,776 (30,490) (22,566) (14,881) (2,333,587) 216,757

1
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24 SEGMENTED INFORMATION (continued)

As at December 31, 2009: (in $'000)

Mineral interest Future
: plant and Total income tax Total
Country equipment assets liabilities liabilities
$°000 $'000 $°000 $'000
Akdala Mine Kazakhstan 14,12 18,231 24,004
South Inkai Mine Kazakhstan
Karatau Mine ’ Kazakhstan
Kharasan Project Kazakhstan
United States development projects United States
United States exploration projects United States
grr:)ljtggtsStates conventional mining United States
Honeymoon Project Australia
Corporate and other
Total "

M Excludes assets held for sale

As at December 31, 2008: (in $'000)

Mineral interest Future
plant and Total income tax Total
Country equipment assets liabilities liabllities
$'000 $°000 $°000 $°000
Akdala Mine - Kazakhstan 195,719 200,497 66,156 81,385
South Inkai Project Kazakhstan 503,980 506,648 204,255 212,082
Kharasan Project Kazakhstan 193,018 197,561 72,019 111,230
Dominion Project South Africa 44,586 69,253 - 28,629
United States development projects United States 105,844 107,538 - 724
United States exploration projects United States 122,586 123,532 24,182 24,418
gfo*i:g{‘ Faclity and La Palangana e states 22,026 24,064 ; 1,506
ggjt:gtssmtes conventional mining ) eq States 40,712 55,008 5,410 8,282
Honeymoon Project Australia 38,619 38,858 3,271 4,158
Corporate and other 18,325 295,060 - 204,181
Total " 1,285,415 1,618,109 375,293 676,595

M Excludes assets held for sale and discontinued operations

ANNUAL CONSOLIDATED FINANCIAL STATEMENTS 38




Uranium One Inc.

Notes to the Consolidated Financial Statements
as at December 31, 2009 and 2008
(in United States dollars)

25 CONTINGENT SALE OF AN INTEREST IN THE DOMINION PROJECT

On June 7, 2005, Uranium One Africa and Micawber 397 (Proprietary) Limited (“Micawber 397"), a company owned by
historically disadvantaged South Africans, entered into a definitive purchase and sale agreement, a management and
skills transfer agreement and a joint venture agreement.

Pursuant to these agreements, Uranium One Africa agreed to sell to Micawber 397 an undivided 26% interest in the
Dominion Project for cash consideration equal to 26% of the net present value of the Dominion assets at the date when
Micawber elects to pay at least 20% of the purchase price. This election must occur within three years after receipt of
Micawber 397 of their first profit distribution from the joint venture. After the first payment, Micawber is obliged to pay at
least 20% of the purchase price during each subsequent three-year period, so that the purchase price is paid in full within
twelve years of the date of the first payment.

The parties agreed to contribute their interests in the assets, to a joint venture, to be managed by Uranium One Africa,
and to fund the development and operation of those assets in accordance with their respective joint venture interests.
Uranium One agreed to lend to Micawber 397 the funds required to contribute their share under the joint venture
agreement. The aggregate amount of that loan, plus accrued interest, is repayable from Micawber 397’s share of joint
venture profits.

Uranium One Africa’s shareholders approved the Micawber transaction in September 2005, following which the South
African Department of Minerals and Energy granted a “new order” mining right to the Corporation for the Dominion Project
in October 2006. The Micawber 397 transaction will be accounted for in Uranium One’s consolidated financial statements
when the risks and rewards of the transaction are deemed to have passed to Micawber 397. Management has
determined that this event will occur on the day that Micawber 397 elects to pay at least 20% of the purchase price,
prompting the determination of the purchase price. As at December 31, 2009, Micawber 397 has not paid any part of the
purchase price.

26 CONTINGENCIES

Due to the size, complexity and nature of the Corporation’s operations, various legal and tax matters arise in the ordinary
course of business. The Corporation accrues for such items when a liability is both probable and the amount can be
reasonably estimated. In the opinion of management, these matters will not have a material effect on the consolidated
financial statements of the Corporation.

Betpak Dala acquisition

As part of the original acquisition of the interest in Betpak Dala on November 7, 2005, it was agreed that the Corporation is
liable for a bonus payment payable in cash based on uranium reserves discovered on the South Inkai property in excess
of 66,000 tonnes. The payment is based on the Corporation's share of U;Os in excess of 66,000 tonnes times the
average spot price of U305 times 6.25%. This payment is to be calculated at the end of 2011 and each year thereafter,
and paid 60 days after the end of the year in which a payment is due. No payment was due at December 31, 2009
(December 31, 2008 - $Nil).

As security for the bonus paymeht, the Corporation has pledged its participatory interest in Betpak Dala (including the
shares of a subsidiary) and its share of uranium products produced by Betpak Dala. i

Kyzylkum acquisition

As part of the original acquisition of the interest in Kyzytkum on November 7, 2005, it was agreed that the Corporation is
liable for a bonus payment, which is due upon commencement of commercial production. The seller initially had an
option, exercisable until October 31, 2008, to elect to receive this bonus payment as a cash payment of $24 million or
receive 15,476,000 shares of UrAsia Energy. The seller elected under the terms of the arrangement, to receive
15,476,000 shares of UrAsia Energy upon commencement of commercial production. The 15,476,000-bonus payment
shares of UrAsia Energy have been converted to 6,964,200 Uranium One shares as part of the UrAsia Energy acquisition.
The fair value of the contingently issuable shares was not been included as part of the purchase price for Kyzylkum as
commencement of commercial production could not be reasonably determined.

An additional bonus payment of 30% of 12.5% (being an effective 3.756%) of the weighted average spot price of U,0g will
be paid on incremental reserves in excess of 55,000 tonnes of U;Os discovered during each fiscal year with payment
beginning within 60 days of the end of the 2008 calendar year. No payment was due at December 31, 2009 (December
31, 2008 - $Nil).

Karatau acquisition

Contingencies relating to the Karatau acquisition are described in note 3.1.
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26 CONTINGENCIES (continued)
Uranium One Americas, Inc. (previously Energy Metals Corporation) acquisition

Contingencies relates to the Uranium One Americas, Inc (previously Energy Metals Corporation) are described in note 17.
27 SUBSEQUENT EVENTS
Issuance of convertible debenture to Japanese Consortium

On February 9, 2009, Uranium One entered into a subscription agreement with Japan Uranium Management Inc.
("JUMI™), a corporation formed by The Tokyo Electric Power Company Incorporated, Toshiba Corporation, and The Japan
Bank of International Cooperation {collectively the “Consortium”) providing for the private placement of an aggregate of
117,000,000 common shares of Uranium One, for gross proceeds of approximately C$270 million.

On December 29, 2009 the Corporation and JUMI have executed documentation revising the February 9, 2009 private
placement to a debenture financing.

Under the revised terms, on January 14, 2010, the Corporation issued to JUMI C$269,100,000 aggregate principal
amount of 3% unsecured convertible debentures maturing ten years from the date of issue. The debentures will
automatically convert into 117,000,000 Uranium One common shares on receipt of required Kazakh regulatory approval,
which is expected during 2010. If such approval is not received, the holder may, on 12 months’ notice, cause the
debentures to be redeemed at par plus accrued and unpaid interest. Such redemption may not occur before the second
anniversary of the closing in January 2012.

Upon conversion of the debenture (and after giving effect to the shares to be issued to ARMZ in connection with the
Karatau Uranium Mine transaction), JUMI will have a 16.6% equity stake in Uranium One. The agreement also contains a
standstill provision under which the Consortium has agreed, subject to certain exceptions, not to acquire without Uranium
One’s prior approval more than 19.95% of Uranium One’s issued common shares.

C$250 milifon bought deal financing of convertible unsecured subordinated debentures

The Corporation announced on February 18, 2010 that it has entered into an agreement for a bought deal financing with a
syndicate of underwriters for C$250,000,000 aggregate principal amount of convertible unsecured subordinated
debentures (the “2010 Debentures”) together with an over-allotment option of up to C$37,500,000 exercisable at any time
up to the closing.

The 2010 Debentures have a March 13, 2015 maturity date, with interest payable at a rate of 5.0% per annum, payable
semi-annually from the date of receipt of all necessary Kazakh approvals for the conversion of the 2010 Debentures, or at
a rate of 7.5% per annum, payable semi-annually before the receipt of the necessary Kazakh approvals. The 2010
Debentures will be convertible into common shares of the Corporation after receipt of all necessary Kazakh approvals, at
a rate of 250 common shares per C$1,000 principle and will have a conversion price of C$4.00 per common share,
representing a premium of approximately 25.8% based on a reference price of C$3.18, being the closing price on
February 17, 2010. ‘

The offering is scheduled to close on or about March 12, 2010, and is subject to the satisfaction of customary closing
conditions, including approval of the Toronto Stock Exchange and the Securities regulatory authorities.

Other

Other material transactions occurring subsequent to December 31, 2009 are also described in notes 3.1 and 3.2.
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