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OPERATOR: 
Welcome to the Cameco Corporation Investor Call and Webcast regarding the Federal Tax 

Court decision in the CRA dispute. As a reminder, all participants are in listen-only mode and 

the conference is being recorded. After the presentation, there will be an opportunity to ask 

questions. To join the question queue, you may press star, then one on your telephone keypad. 

Should you need assistance during the conference call, you may signal an Operator by pressing 

star and zero. 

 

I would now like to turn the conference over to Rachelle Girard, Vice President, Investor 

Relations. Please go ahead, Ms. Girard. 

 

RACHELLE GIRARD: 
Thank you, Operator, and good morning, everyone. Thanks for joining us. Welcome to 

Cameco’s conference call to discuss the Tax Court’s decision in our dispute with Canada 

Revenue Agency. With us today on the call are Tim Gitzel, President and CEO; Grant Isaac, 

Senior Vice President and CFO; and Sean Quinn, Senior Vice President, Chief Legal Officer 

and Corporate Secretary. Tim will begin with comments on the decision. After, we will open it up 

for your questions. 
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If you joined the conference call through our website event page, you will notice there will be 

slides displayed during the remarks portion of this call. These slides are also available for 

download in a PDF file called Conference Call Slides through the conference call link at 

cameco.com. Today’s conference call is open to all members of the investment community, 

including the media. During the Q&A session, please limit yourself to two questions and then 

return to the queue.  

 
 

Please note that this conference call will include forward-looking information, which is based on 

a number of assumptions and actual results could differ materially. Please refer to our 

September 26, 2018 press release and the September 27, 2018 slides on our website for this 

conference call for more information about the factors that could cause these different results 

and the assumptions we have made. 

 

With that, I will turn it over to Tim. 

 

TIM GITZEL: 
Well, thank you, Rachelle, and welcome to everyone on the call today. We want to start by 

saying that we are very pleased to announce that we have received a ruling from the Tax Court 
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of Canada on our case with the Canada Revenue Agency and, as we hoped and, indeed, 

expected, it was a clear and decisive ruling in our favour. 

 
 

Our company has been through a lot over the past several years, so this is a great day for 

Cameco, for our investors, our employees and our other stakeholders. We want to thank Mr. 

Justice Owen for his scrutiny of the facts and his reasoned application of the law to this case. I 

would also like to thank our legal counsel, our expert witnesses, consultants and the many 

people at Cameco who worked hard on our case, and especially those that were called to 

testify. Your efforts are appreciated. 

 

The intent of this call is to discuss the ruling and lay out the implications and next steps. While 

this decision only applies to the years 2003, 2005 and 2006, where the cash taxes owing were 

modest, and is subject to appeal, we believe the thorough and meticulous analysis of the facts 

in the judgement will make it difficult to overturn and, furthermore, will be relevant in determining 

the outcome for subsequent years.  

 

For context, I want to step back just a bit to remind you of what this case was about and what 

was at stake. 
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We’ve been reporting on our transfer pricing dispute with the CRA since 2008.  

 

The dispute is focused on our marketing and trading structure involving foreign subsidiaries and 

the related transfer pricing methodology we used for certain intercompany uranium purchase 

and sale agreements. The CRA has essentially been shifting all of the income earned by our 

subsidiary, Cameco Europe Limited, back to Canada and applying Canadian statutory tax rates, 

interest and penalties.  

 

Although the court case only covered the years 2003, 2005 and 2006, we’ve disclosed the 

amount owing if the CRA were to reassess us from 2003 to the end of 2017 in the same general 

manner it had for the three years being litigated.  

 

In that scenario, the total potential cash taxes and transfer pricing penalties owing were 

estimated to be between $1.95 billion to $2.15 billion. In addition, interest and installment 

penalties would be charged, which would be material. 



 

 

© 2018 Cameco Corporation   5 

 
 

Let me be clear. We’ve followed all the rules at the time we set the structure up and we set it up 

in a jurisdiction that had a regulatory system that understood nuclear energy and how nuclear 

materials are transacted.  

 

We put intercompany purchase and sale agreements in place that were comparable to the 

arms-length contracts we were signing with third parties at the time.  

 

At the time we set up the structure, the federal government recognized the disadvantage its tax 

system imposed on Canadian companies relative to its global competitors. In order to preserve 

head office jobs and investment in Canada, it encouraged companies, like Cameco, to set up 

these types of structures.  

 

The Tax Court of Canada’s ruling confirms that our marketing and trading structure was set up 

appropriately. It also confirms that the transactions between Cameco and its European 

subsidiary were commercially normal and the pricing under its purchase and sale agreements 

was appropriate.  
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Therefore, the CRA does not have the right to shift all of Cameco Europe’s income back to 

Canada and tax it in Canada, and that all of the taxes we owed were paid in accordance with 

tax rules.  

 

So, this is certainly good news for us.  

 

 
 

However, we want to remind you that the Crown has 30 days from the date of this decision to 

appeal the ruling to the Federal Court of Appeal. We anticipate, if appealed, it would take about 

two years for the Federal Court of Appeal to rule on the matter. 

 

Also recall that this case applies only to the tax years 2003, 2005 and 2006, where the total tax 

reassessed was $11 million, half of which we’ve already paid. Under this decision, the three 

years will now have to be reassessed in accordance with the ruling. The exact timing is 

uncertain for the issuance of the revised reassessments and the associated refunds.  And as I 

said earlier, while the decision does not automatically apply to subsequent years, we believe the 

thorough and meticulous analysis of the facts in the judgement will be relevant in determining 

the outcome for subsequent years.  
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If the decision is appealed, the CRA may continue to reassess us for the tax years 2013 and 

beyond. However, with the finding that the structure was appropriate and the contracts 

commercially normal, we believe that there is no basis to shift all the income earned by Cameco 

Europe back to Canada and apply Canadian statutory rates, interest and penalties.  

 

As a result of this dispute, we have had to fight through a seven-year trough in our industry with 

what feels like having our hands tied behind our backs.  

 

We have made very difficult decisions in order to manage the risks we face, which, in large part, 

are due to the uncertainty created by this dispute. The result of our decisions has been the loss 

of jobs for almost 1,500 employees. We have shut down operations in Northern Saskatchewan 

and significantly reduced our corporate office workforce in order to preserve our financial 

capacity during a downturn in our market, capacity that is constrained by the upfront payments 

we have had to make to the CRA while in dispute.  

 

The decisions we have made affect some of Canada’s most vulnerable communities, 

communities where Cameco stepped up and assumed significant social responsibilities.  
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For example, Cameco has contributed millions of dollars for community and infrastructure 

projects in Northern Saskatchewan, including schools, housing and recreation facilities.  

 

We have helped establish and grow businesses in the region, by procuring $3.6 billion in 

services since 2004.  

 

We’re a leading industrial employer of indigenous peoples in Canada, providing well-paying jobs 

in Northern Saskatchewan for now over 30 years.  

 

In 2017 alone, we paid over $76 million in salaries in Northern Saskatchewan.  

 

The facts show that Canada has benefited from the profits we have generated. We have 

reinvested billions of dollars in Canada, building mines and mills, and filling voids in social 

programs for some communities. 

 

Furthermore, Cameco has contributed to the health and safety of individuals around the world. 

We participated in the Megatons to Megawatts Program that saw the dismantling of more than 

20,000 nuclear weapons, converting 500 metric tonnes of highly enriched uranium into low 

enriched uranium for use as fuel in nuclear reactors. 

 

Finally, we are proud to be a part of the venture that makes Canada the world’s leading supplier 

of Cobalt-60 for medical applications and other gamma technologies, demonstrating the 

tremendous benefits the nuclear industry delivers to Canadians and to others around the world. 
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Once again, this is a clear and decisive ruling and should serve as the basis for resolving the 

dispute for subsequent years. We want to thank our employees, communities and shareholders, 

who have shown great patience. We recognize the significant uncertainty this has created.  

 

We will continue to be as open and transparent as we can while we work our way through this. 

Our hope is that we can get back to the business of mining uranium instead of litigating 

disputes.  So, with that, I’ll stop and turn things back over to the Operator. 
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OPERATOR: 
Thank you. We will now begin the question-and-answer session. In the interest of time, we ask 

you to limit your questions to one, with one supplemental. If you have additional questions, you 

are welcome to rejoin the queue. To join the question queue, you may press star, then one on 

your telephone keypad. You will hear a tone acknowledging your request. If you are using a 

speakerphone, please pick up your handset before pressing any keys. To withdraw from the 

question queue, please press star, then two.  

 

Webcast participants are welcome to click on the Submit Question tab near the top of the 

webcast frame and type their question. The Cameco Investor Relations Team will follow up with 

you by email after the call.  

 

Once again, anyone on the conference call who wishes to ask a question may press star, then 

one at this time.  

 

Our first question comes from Ralph Profiti of Eight Capital.   
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RALPH PROFITI: 
Good morning, everyone, and thanks for taking my question, Tim. 

 

TIM GITZEL: 
Good morning, Ralph. 

 
RALPH PROFITI: 
Tim, I have two questions. The first one is will there be uranium sales through Cameco Europe 

in similar structures beyond 2019, and I was wondering if you can help me try to understand 

how the economics of that may work? 

 

TIM GITZEL: 
Ralph, I’m going to just—I’m looking at Sean Quinn, our Chief Legal Officer here, who’s going to 

answer that. 

 

SEAN QUINN: 
Yes, the structure is still intact. There will, undoubtedly, be some sales through Cameco Europe. 

We reorganized our marketing group earlier this year to bring people closer to home, so I think 

the level of activity will be diminished. Grant, did you want to add anything to that? 

 

GRANT ISAAC: 
No. 

 

RALPH PROFITI: 
Okay, thank you. Tim, when it comes to recovery of substantial costs, are you able to provide a 

range of costs incurred and could we see those costs recovered before the Federal Court of 

Appeal’s decision? 

 
TIM GITZEL: 
Yes, we can’t say for sure how that’s going to turn out. Obviously, we’re going to make an 

application to recover significant costs in the matter. You know, I think we disclosed in our last 

quarter that we were somewhere in the neighbourhood of $57 million in legal and other fees so 
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far, so very significant. Yes, we will be going after those costs, but I don’t have a timeframe for 

you as to when we’ll hear on that. 

 

SEAN QUINN: 
We will be making an application. I think the judgement refers to making the application within 

60 days. That’s all I can add to that, Tim. 

 

RALPH PROFITI: 
Excellent, thank you for that. 

 
TIM GITZEL: 
Thank you. 

 

OPERATOR: 
Our next question comes from Andrew Wong of RBC Capital Markets. 

 

ANDREW WONG: 
Hey, good morning. I’m just trying to understand how decisive and favourable the ruling is for 

Cameco. And to be honest, I haven’t had a chance to go through the 300-page ruling, so maybe 

you can help me out here. If you were to say, on a scale of one to ten, or worse case versus 

best case, like, where would you put this decision? 

 

TIM GITZEL: 
Well, Andrew, I mean— 

 

ANDREW WONG: 
Maybe I shouldn’t use a scale, but maybe— 

 

TIM GITZEL: 
Well, it’ll be at the far end of it, I can tell you. Clear, concise, comprehensive, unequivocal, those 

are all the words that are going around here today. I don’t think it could have been more clear 

on any of the issues. The sham issue that’s been hanging over our head, clearly dismissed. 
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Issues regarding our marketing and trading structure dismissed, verification that we’ve got the 

right structure in place. So, we’re absolutely delighted with the decision. 

 

ANDREW WONG: 
Okay, so that sounds good. Given that it’s a very decisive ruling, could you talk about the 

likelihood that the CRA appeals or the likelihood that the process has to go all the way to the 

Supreme Court? 

 

TIM GITZEL: 
Well, you know, you’d have to check with the CRA on that. We’re hoping this will serve to help 

determine the outcome in subsequent years and that it won’t be appealed. We don’t see a lot of 

grounds for appeal. Enjoyed the 300-page document, we were up most of the night last night 

looking at it. We’ve still got a lot of work to do on it, and I know our legal counsel across the 

board are still combing through it, but with respect to an appeal, that would be a question for the 

CRA. 

 
ANDREW WONG: 
Okay, great. Thank you. 

 

OPERATOR: 
Our next question comes from Greg Barnes of TD Securities Canada. 

 

GREG BARNES: 
Thank you. I think during your comments, Tim, you stated that the CRA could only go back to 

2013, if they decide to reassess, or if there’s some point in law here that causes that. Is there a 

certain statute of limitations about how far back they can go? 

 

GRANT ISAAC: 
Greg, it’s Grant. What the comment was referring to is simply we’ve only been assessed from 

’03 to the end of 2012, the court case only dealt with ’03, ’05 and ’06. The reference to 2013 

was—the decision is very clear on ’03, ’05 and ’06. Whether the CRA continues to reassess us 

for those subsequent years, they might, and that would involve 2013 as kind of the next year up, 
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but obviously we think the decision is very clear. We would hope, and in fact encourage, the 

CRA to adopt the ruling and move on past us. 

 
GREG BARNES: 
The second question is, if the ruling is so concise, clear and unequivocal, why has it taken so 

long, over a year, for the judge to come down with his ruling? Are there any points of technicality 

in there that he had to struggle with? 

 

TIM GITZEL: 
Well, I think we’re delighted he took the time now to be as comprehensive as he has been. We 

were combing through the document with our legal counsel last night and I think they were very 

complimentary of the depth and detail that Mr. Justice Owen went into on this. Certainly, I think, 

if there happens to be an appeal, this decision is going to stand up very well. 

 

GREG BARNES: 
Great, thank you. 

 

TIM GITZEL: 
Thank you. 

 

OPERATOR: 
Our next question comes from Fai Lee of Odlum Brown. 

 

FAI LEE: 
Thanks. I know it’s early, Tim, in terms of the decision, but I’m just wondering if any thought has 

been given regarding potentially just entering into some negotiations with CRA and just kind of 

settling the whole issue once and for all? 

 

TIM GITZEL: 
Well, we have — I think we have certainly better ground to stand on after last night, and so we’ll 

be looking to see how this applies. Obviously, we know how it applies to years 2003, 2005 and 

2006, and we’re hoping that it will continue to apply to the other years, subsequent years, as 

well, so I’m not sure there’s a whole lot of settlement discussions to be held. 
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FAI LEE: 
Okay. In terms of your capital structure in light of this decision, do you anticipate making any 

changes in terms of the balance sheet, in terms of how you go forward with your capital 

allocation priority? 

 

TIM GITZEL: 
Grant, do you want to answer that? 

 

GRANT ISAAC: 
Well, yes, this is a great decision, but remember the impact financially for this decision on these 

years is not particularly big. They’re still sitting on $300 million or so of our cash and had lines of 

credit tied up, most of that applying to the years that we still need to resolve.  Based on this 

decision, we think will be resolved quite favourably for us. We haven’t seen that financial 

capacity come back to us yet. I think it’s probably more important to say that our capital 

structure decisions really have more to do with the underlying run rate of the business, which is 

a function of the uranium market.  And so as we’re starting to see some green shoots there, 

we’ll be watching that very closely, and that will really drive the decisions around things we —

decisions we make with our cash when it’s returned to us and our decisions to make with 

respect to our maturity in 2019, that we’re looking to manage. We’re still in the mode of self-

managing risk with our capital structure. 

 

FAI LEE: 
Thank you. 

 

TIM GITZEL: 
Thank you, Fai. 

 

OPERATOR: 
Our next question comes from Alexander Pearce of BMO. 
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ALEXANDER PEARCE: 
Good morning all, and obviously congratulations on the favourable ruling. So, my question really 

relates to - if the CRA does, indeed, appeal this decision and if this goes to the Federal Court, 

do you know are there any kind of procedural differences that we should be aware of, given 

obviously the complicated nature of the case and that it was held, obviously, in the Specialist 

Court this time around, and how will this differ if it goes to the Federal Court and then, obviously, 

potentially, on to the Supreme Court? 

 

TIM GITZEL: 
Thanks, Alex. I’m going to ask Sean Quinn, our legal expert, to answer that one. 

 

SEAN QUINN: 
Sure. So, if the CRA does decide to appeal, it will go to the Federal Court of Appeal, as you 

mentioned, the Federal Court of Appeal will be looking at Justice Owen’s decision and listening 

to arguments on both sides. They will take the facts of the case as found by Justice Owen, 

which are a large reason for the fact that it’s a lengthy decision - 300 pages, because he went 

through the facts so meticulously. They will take those facts as found, there will be no new fact 

evidence, and they will simply be dealing with questions of law that might be raised by the CRA. 

So, it’s a much different process than the trial we just completed. Or completed a year ago now, 

I guess I should say. 

 

ALEXANDER PEARCE: 
Okay, thank you. 

 

TIM GITZEL: 
Thanks, Alex. 

 

OPERATOR: 
Once again, if you have a question, please press star, then one. Our next question comes from 

Lawson Winder of BAML Canada. 
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LAWSON WINDER: 
Hi, guys, good morning, and congratulations on the decision, obviously extremely positive. I 

think this likely changes things a lot for you guys. Just in terms of the years that are in question 

here, so 2003, ’05 and ‘06, I mean, if for some reason the CRA does continue pursuing the 

other years that are still outstanding, what’s kind of the timeline on those? Like could it be that 

the Federal Court of Appeal decision ultimately, if they were to appeal, comes down before any 

other decision on the still outstanding years, or could there be yet another decision from a 

different Justice at the Tax Court of Canada with regards to any of the other years, 2007, ’08, 

’09, ’10, ’11 or ’12? Thank you. 

 

TIM GITZEL: 
Lawson, thanks for the question, and we welcome you to the exciting uranium space, so I’ll turn 

that over to Sean. 

 

SEAN QUINN: 
Sure. I think the first thing that would happen is:  if the CRA decides to appeal, the other years 

would be basically held in abeyance pending the completion of that appeal, which, as I think 

we’ve noted in our disclosure, could be to the Federal Court of Appeal.  And then on from there. 

And then you would only see further legal action on the subsequent years after the completion 

of any appeal. So, if the CRA is not happy with the result, that would be the likely road that you 

would see before there’s any legal action on the subsequent years. 

 

LAWSON WINDER: 
If I might just use my follow-up question for something quite different from this decision, but 

since you’ve announced the decision to close McArthur, have you been active in the spot 

market, and if so, what have you been seeing in terms of availability, size of lots that are 

available, and sort of the depth of the market? Thanks and that’s it for me. 

 

TIM GITZEL: 
Yes, thanks, Lawson. Yes, we have been active in the market, as we said we would be. Grant, 

do you want to make some comments on what we’re seeing in terms of space? 
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GRANT ISAAC: 
Yes, happy to. We began our purchasing program, which we’re required to do now with the 

decision to keep McArthur down indefinitely. It started with an RFP that we put in the market in 

August, before the WNA, and I would just — we’re not going to be in the habit of commenting on 

the results of every single RFP, so I don’t want to set that expectation — but I would say just a 

couple of observations. 

 

We weren’t surprised by the volumes that were on offer, pretty standard. I wouldn’t say there 

was a lot of material thrown at us, it was a normal kind of offering, relative to the size of our 

RFP. There were some distressed sellers in the market still, we were offered some material at 

some pretty good discounts. There were others who were offering us material at very high 

premiums, trying to take advantage of the fact that we have demand that’s coming to the 

market.  

 

But, you know, it was a reminder for us that while we’re starting to see a recovery in the spot 

market, we have a ways to go. The market, it’s begun, but it’s not there yet. So, we’ll continue 

with this program, we’ll be watching those trends. You’d want to see volumes on offer retreat 

and you’d want to see pricing strengthen to be able to say that we’re truly around a corner in our 

market, but our plan is underway, we’re just beginning it now, and I would say it’s meeting our 

expectations. 

 
OPERATOR: 
Our next question comes from Oscar Cabrera of CIBC. 

 
OSCAR CABRERA: 
Thank you, Operator. Good morning, everyone, and congratulations on this, it only took 10 

years. My question has to do with the secured lines of credit. If I remember correctly, you 

received CRA notices for the years 2003 through 2012… 

 

TIM GITZEL: 
Yes. 
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OSCAR CABRERA: 
But the letters of credit secure amounts after 2014, so do you still need to keep those in place? 

 

TIM GITZEL: 
I don’t think they secure anything, other than what’s been audited. 

 

GRANT ISAAC: 
Yes, Oscar, if you look at the schedule that we put out for the years that we’ve been 

reassessed, the letters of credit pertain to a part of the reassessments so far, so it goes up to 

the 2012 year.  And as Sean was saying earlier, a lot of that cash and letters of credit that we 

have tied up really apply to ’07 to 2012. So this decision doesn’t automatically release that, so 

those will remain in place until such a time as this decision is rolled through those subsequent 

years.  

 

As was explained a bit earlier, if the CRA decides to appeal, that will obviously slow down that 

process. We hope they don’t, we’d encourage them not to, but that would slow down that 

process, but we really need to be solid on this decision before we can say anything about ’07 to 

2012 and the freeing up of that financial capacity, but you can bet our position is we want that 

freed up as soon as possible. 

 

OSCAR CABRERA: 
Great, okay. No, no, you mentioned that before. I just wasn’t clear in terms of, you know, that 

liquidity, effectively, almost $0.5 billion. So, yes, if I may, just on the second one, because there 

was a person that talked about your capital structure. You have close to $500 million in bonds 

due next year. Any thoughts with respect to how you’d like to see that bond repayment or 

refinancing for next year? 

 

GRANT ISAAC: 
Yes, Oscar, thank you, that’s a great question.  

 

We are looking - you’ve heard me say this before and I’ll use it again, it’s a bit of a casual 

comment - but we are managing the Company to self-manage risks, and we’ve identified those 

risks as the risk that the market doesn’t begin a transition, or the risk of an adverse decision in 
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the CRA case, or the risk that the Tepco value doesn’t come back to us in that dispute.  And I 

would say today is an important lifting of one of those risks, but ultimately, as we look ahead at 

that maturity, it really is going to be determined on what the market is offering us in 2019.  

 

We’re going to be heading into that period — remember, that’s September of 2019 — with a 

very strong cash position, and if the market isn’t beginning a transition, then, in order to maintain 

our investment grade rating, we’ll probably look to retire that debt, de-lever by a third of our 

long-term debt, retire it, hang onto a cash position, and be able to self-manage the risk of the 

market recovery. 

 

If, on the other hand, we’re starting to see a strengthening market, and we’re seeing that 

strengthening market roll through our cash flow and our earnings and, therefore, that EBITDA 

number is improving, and our net debt to EBITDA metrics are hanging in there and very 

supportive of an investment grade rating, we might make a different decision.  We might instead 

decide to roll that maturity, but it really is going to be dependent on what the market is offering 

us at the time.  

 

This is a great decision for the years that were before the court, we believe it has applicability 

going forward, but some more work to be done to determine that. We maintain our financial 

management of self-managing risk. 

 

OSCAR CABRERA: 
Thank you very much for the colour and congratulations again, everyone. 

 

TIM GITZEL: 
Thank you, Oscar. 

 

OPERATOR: 
This concludes the question-and-answer session. I would like to turn the conference back over 

to the presenters for any closing remarks. 
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TIM GITZEL: 
Well, thank you very much, Operator. With that, I just want to say thanks to everybody that 

joined us today on the call. Sorry for the short notice. It was a short night for many, I know.  

 

I just want to reiterate that this is a clear and decisive ruling in our favour, and while the decision 

only applies to the years 2003, 2005, 2006, we believe the thorough and meticulous analysis of 

the facts is going to make this difficult to overturn and should serve as a basis for resolving the 

dispute in subsequent years.  

 

Thank you, everybody, thanks for joining, and have a great day. 

 

 
 

OPERATOR: 
This concludes today’s conference call. You may disconnect your lines. Thank you for 

participating and have a great day. 

 

 


