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Company Profile
UTS Energy Corporation is an oil sands company with assets in the Athabasca mining 
area, 90 km north of Fort McMurray. Through a partnership with PCA and TCK.A, UTS 
is developing the Fort Hills mining project and has interests in a number of other oil 
sands leases.

Please see the final pages of this 
document for important 
disclosure information.

UTS Energy Corp.
(UTS-T) C$3.86

Upgrading UTS Recommendation to BUY

Event
We are upgrading our recommendation on UTS to a BUY.

Impact
Positive

Details
Clearly, UTS’s stock price has been hit by more than just the negative 
sentiment that the oil sands group has experienced. There are two issues 
specific to UTS that have magnified its underperformance. Our belief is that 
although these issues have affected the stock’s underlying value, the market 
has over-reacted (i.e. its reflected in its stock price, and then some).

1) Capital Cost Increase Concerns: 
After SHC released their capex cost increases for AOSP (two months ago), 
the market began selectively ‘guessing ahead’ as to which oil sands project 
would be most vulnerable to future capital cost increases. Fort Hills, with its 
relatively dated and aggressive capex estimates of $50,000 per barrel of 
production, was automatically assumed to be a primary candidate. At that 
time, we also increased our capex estimates for Fort Hills to $95,000 per 
barrel of production for our $60/bbl case, and $75,000 per barrel of 
production for our $45/bbl case.

Sure enough, PCA, the operator of the Fort Hills project, has indirectly 
signaled to the market that it has felt inflationary pressures and will likely 
guide future capex estimates upwards. While it will not be releasing DBM 
based estimates until late this year, PCA will likely provide investors with 
new direction next week (during the PCA analyst’s day on October 3rd and 
4th). We are guessing (and also believe that the market has priced into UTS’ 
stock) that PCA provides capex intensity guidance for Fort Hills of $80 -
$100,000 per bbl of production. Based on our NAV analysis, we think that a 
$90,000 capex number is already built into UTS’ stock price. So we are 
comfortable with upgrading the stock ahead of this event.

It is equally important to note that our target (and NAVs) on UTS are based 
on our risk adjusted NAVs. Given that the Fort Hills project does not come 
on-stream until 2010 at the earliest, Phase 1 of Fort Hills, and all future 
phases, are heavily risked. As such, we believe that we have an extra layer of 
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protection against further capex inflationary pressures.

2) Very High Leverage to Oil Prices: 
UTS’s NAV has one of the highest leverages to crude prices of all the oil sands plays (both large cap and pure 
plays). This is part of the reason that in a dropping commodity price environment, investors have shot first, and 
asked questions later. 

From purely a valuation perspective, UTS’s current stock price looks by far the most attractive to us that it has 
ever looked. As our P/NAV chart shows in Exhibit 1, over the course of the last 3 years, UTS had consistently 
traded at a significant premium to its NAV, and to its peer group.

Exhibit 1: UTS Historical P/NAV Chart
UTS
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Source: Company disclosures, Bloomberg, TD Newcrest estimates

But once again, we think there has been an overreaction. In fact, according to our work, shown below, the 
stock has gone from a 3 year period of being extremely overvalued, to now being relatively undervalued.

Valuation
UTS trades at a risked P/NAV ($45) of 109% versus the peer group at 102% and a risked P/NAV ($60) of
71% versus the peer group at 67%.

Justification of Target Price
Our $5.00 target price was derived by calculating the midpoint of our base NAV (using the TD price deck) and
current case NAV (calculated using US$60 WTI) and then adding our forecasted 2006 NAV growth rate.
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Key Risks to Target Price – Overall Risk Rating: HIGH
Risks associated with this target price include those business risks of the company and industry, including but
not limited to: loss of key employees, drilling success, volatile commodity prices, product supply and demand,
capex overruns, government regulations and taxes, exchange rates, interest rates, environmental and weather
concerns.

Investment Conclusion
We are upgrading our recommendation on UTS to a BUY for a number of reasons. The recent pullback in 
UTS’ share price, and in our opinion the overreaction of the market to future capex and oil sands names in 
general, has created one of the best opportunities to own UTS since its debut. While UTS does not look 
inexpensive, on a relative basis to itself and its peers, it has never looked this cheap before. Given the arguably 
great partners that UTS has within the Fort Hills project, and our long term positive view on the economics of 
the project, we are comfortable today upgrading our recommendation.
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TD Newcrest Equity Research Disclosures

Company Ticker Disclosures

UTS Energy Corp. UTS-T 13

1. TD Securities Inc., TD Securities (USA) LLC or an affiliated company has managed or co-managed a public offering of securities within the last 12 
months with respect to the subject company.

2. TD Securities Inc., TD Securities (USA) LLC or an affiliated company has received compensation for investment banking services within the last 12 
months with respect to the subject company.

3. TD Securities Inc., TD Securities (USA) LLC or an affiliated company expects to receive compensation for investment banking services within the 
next three months with respect to the subject company.

4. TD Securities Inc. or TD Securities (USA) LLC has provided investment banking services within the last 12 months with respect to the subject 
company.

5. TD Securities Inc. or TD Securities (USA) LLC has provided non-investment banking securities-related services within the last 12 months with 
respect to the subject company.

6. TD Securities Inc. or TD Securities (USA) LLC has provided non-securities-related services within the last 12 months with respect to the subject 
company.

7. TD Securities Inc. or TD Securities (USA) LLC has received compensation for services other than investment banking within the last 12 months 
with respect to the subject company.

8. The research analyst knows that an affiliate to TD Securities Inc. or TD Securities (USA) LLC has received compensation for services other than 
investment banking within the last 12 months with respect to the subject company.

9. A long position in the securities of the subject company is held by the research analyst, by a member of the research analyst’s household, or in an 
account over which the research analyst has discretion or control.

10. A short position in the securities of the subject company is held by the research analyst, by a member of the research analyst’s household, or in an 
account over which the research analyst has discretion or control.

11. A long position in the derivative securities of the subject company is held by the research analyst, by a member of the research analyst’s 
household, or in an account over which the research analyst has discretion or control.

12. A short position in the derivative securities of the subject company is held by the research analyst, by a member of the research analyst’s 
household, or in an account over which the research analyst has discretion or control.

13. TD Securities Inc. and/or an affiliated company is a market maker, or is associated with the specialist that makes a market, in the securities of the 
subject company.

14. TD Securities Inc. and/or affiliated companies own 1% or more of the equity securities of the subject company.
15. A partner, director or officer of TD Securities Inc. or TD Securities (USA) LLC, or a research analyst involved in the preparation of this report has, 

during the preceding 12 months, provided services to the subject company for remuneration.
16. Subordinate voting shares.
17. Restricted voting shares.
18. Non-voting shares.
19. Common/variable voting shares.
20. Limited voting shares.
21.    The Research Analyst has visited the material operations of the subject company.
22.    The subject company provided transportation and accommodation during the visit of the material operations.
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Distribution of Research Ratings
Action List Buy:  10%, Buy:  41 %, Speculative Buy:  2 %, Hold:  41 %, 
Reduce:  6 %. Of the subject companies, TD Securities Inc. has provided 
investment banking services within the last 12 months for the following 
percentages of companies within each of the four categories: Action List 
Buy:  52%   Buy: 54%, Speculative Buy: 86% ; Hold: 46%, Reduce: 44%.

Research Dissemination Policy
TD Newcrest makes its research products available in electronic and/or 
printed formats and simultaneously distributes them to its institutional 
clients who are entitled to receive them. The Action Notes are distributed 
by email, and are available in PDF and text form on First Call Notes, First 
Call Research Direct, Bloomberg and Reuters. Research Reports and 
Bulletins are distributed by email; they are also printed and distributed by 
courier to our entitled clients. PDFs of Reports and Bulletins are available 
on Reuters and First Call Research Direct. Summaries are available on 
First Call Notes and Bloomberg. All research is available by password to 
entitled institutional clients at www.tdsecurities.com

Research Ratings
ACTION LIST BUY: The stock's total return is expected to exceed a minimum of 15%, on a risk-adjusted basis, over the next 12 months and it is a top 
pick in the Analyst's sector.
BUY: The stock’s total return is expected to exceed a minimum of 15%, on a risk-adjusted basis, over the next 12 months.
SPECULATIVE BUY:  The stock's total return is expected to exceed 30% over the next 12 months; however, there is material event risk associated with 
the investment that could result in significant loss.
HOLD: The stock’s total return is expected to be between 0% and 15%, on a risk-adjusted basis, over the next 12 months.
REDUCE: The stock’s total return is expected to be negative over the next 12 months.

Overall Risk Rating in order of increasing risk: Low, Medium, High, Speculative.

Directorships and Advisory Relationships

Analyst Certification
Each analyst of TD Securities Inc. whose name appears on page 1 of this research report hereby certifies that (i) the recommendations and opinions 
expressed in the research report accurately reflect the research analyst's personal views about any and all of the securities or issuers discussed herein 
that are within the analyst’s coverage universe and (ii) no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to 
the provision of specific recommendations or views expressed by the research analyst in the research report.

Disclaimer
TD Newcrest, A Division of TD Securities Inc. "TD Newcrest" is the tradename that TD Securities Inc., TD Securities (USA) LLC and TD Securities 
Limited use to market their institutional equity services. Although the information contained in this report has been obtained from sources that TD 
Securities (USA) LLC, TD Securities Inc. and TD Securities Limited (collectively "TD Securities") believe to be reliable, we do not guarantee its accuracy, 
and as such, the information may be incomplete or condensed. All opinions, estimates and other information included in this report constitute our 
judgment as of the date hereof and are subject to change without notice. TD Securities will furnish upon request publicly available information on which 
this report is based. TD Securities Inc. has accepted responsibility for the contents of any TD Securities (USA) LLC research appearing in this document. 
TD Securities (USA) LLC has accepted responsibility for the contents of any TD Securities Inc. research appearing in this document. TD Securities 
Limited has accepted responsibility in Europe for the contents of any TD Securities Inc. research appearing in this document. Canadian clients wishing 
to effect transactions in any security discussed should do so through a qualified salesperson of TD Securities Inc. Canadian retail investors are served 
by TD Waterhouse Canada Inc., a subsidiary of The Toronto-Dominion Bank. U.S. clients wishing to effect transactions in any security discussed should 
do so through a qualified salesperson of TD Securities (USA) LLC. European clients wishing to effect transactions in any security discussed should do 
so through a qualified salesperson of TD Securities Limited. Insofar as the information on this report is issued in the U.K. and Europe, it has been issued 
with the prior approval of TD Securities Limited and only to persons falling within Articles 19 and 49 of the Financial Services & Markets Act 2000 
(Financial Promotion) Order 2001, namely persons sufficiently expert to understand the risks involved. No recipient may pass on the information 
contained in this report to any other person without the prior written consent of TD Securities. TD Securities Inc., TD Securities (USA) LLC and TD 
Securities Limited are wholly owned subsidiaries of The Toronto-Dominion Bank. TD Securities Limited is authorized and regulated by the Financial 
Services Authority. The activities of The Toronto-Dominion Bank under its Financial Services License are regulated by the Australian Securities and 
Investment Commission in Australia. Copyright 2006 by TD Securities. All rights reserved.  

Full disclosures for all companies covered by TD Newcrest can be viewed at www.tdsecurities.com/equityresearch/disclosures by TD 
Newcrest’s institutional equity clients.




