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» Fueling the Future: A New Paradigm -
Assuring Nuclear Fuel Supplies in an
Abnormal Market

e Given Its Unusual Evolution, Would the Market
Be Able to Generate Sufficient Supplies to
Support the Growth in Nuclear Power?

e Market Failure - If Sufficient Supplies Are Not
Available in a Timely and Price-Efficient Basis
the Market Can Be Considered to Have Failed

- : w Fueling the Future: An Update — September 2006
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The Ux Weekly
June 9, 2003

45

40

35

—o— EIA as of Dec. 1992
—a— EIA as of Dec. 2002

d ELL Urannum
Lsed lastweek)
cinating statis-
le opinion. The
E begimming of
requirernerts for
prillinn pounds.
joinating? Forty-

esarts a bt of
be filled cvera
e, as most of
kds will be done
hd of 2005. Ta

30

jpective, the chat
pd umfilled 2e-
eeding four years
I3, and as of De-
[ding to EL4.

25

brnerts, espe\:].ally

20

15

/
/

paticpation is
ed cut last weel,
b, which have
oy o savey.

10

ot carmot be

led Uramivn
Pec. 31, 2002

A Case of Market Failure?

One reason that unfilled requivemerts awe higher m
this latter 4-year period is becanse U 5. requirements in
general are higher. Faquirements appear to be partim-
larly high m 2008 — over 80 million pounds. However,
it shonald be roted that mfilled requiremerts ate also 41
million pounds m 2007, when total requiremnents are
more an the order of 55 million pounds. The waythe
recent trend is gomg, 1.5, requirernents should be inthe
5580 million range, or even higher, during the second
part of this decade. Tlms, while mquirements may be
somewhat higher i 2008, this does litle to explam win
unfilled maquirenents are so high m that partioular year.

Orther excplanations ave that utilities ave complacert
andicy have been precomipiad with covering therr en
riclonert needs. Historieally, we have observed that
utilities tend to address thetr WU needs hefbre their
uranium reeds. This is understandable because ST is
a mome expersive componant, and # is especiallyunder
standsble m the vecent clivvate wheve SWIT sapply
choices were limited due tothe mmposition of duties
stamming fiomthe trade case. Tloos, &t is passible to
make an argnment that uraniom proouement has suf-
fered soomewhat dus to the atertion that was placed on
errinlonet coetracting.

4 mow compelling reasonwhy mfilled requnements
are 5o high m 2006 15 that the market is quite different m
2006 than # 15 today. Producers are seek-
ing higher prices, and ntilities ave rebc- Valurme 17
tart to corendt a prices that ar noch |ssue 22
higher than today’s. As a consequence
little lomz-term contractmg zets dome and Itemet:
unfilled wquirements stay high. It ap- WHW.LOT.COR
pears that this market change takes place
between 2005 and 2008, when urfilled
requirermerts more than doble. P——
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» Situation Then and Now

e Nuclear Growth Prospects

e Uranium Prices and Market Issues

e Uranium Production

e Enrichment Prices

e Enrichment Production

e Government Involvement

» Market Report Card
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» Implicit Assumption in Title Was That
Nuclear Power Represented an Important
Energy Source for the Future

» Expansion Prospects and Plans Have Only
Grown Since 2004

e Especially in the “East”

Fueling the Future: An Update — September 2006
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Nuclear Generating Capacities (GWe net)
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» Market Would Repeat ‘96 Spike Scenario
»“ Perfect Storm”

» Enrichment Saves the Day
eFrom Uranium Gap to SWU Gap

» Market Failure

e [ime to Buy Uranium Under Base-Escalated
Contracts

w Fueling the Future: An Update — September 2006
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The Ux Weekly
May 10, 2004

$16 or $607?

The

By Septerrher 1992 v wote 4 cower
story antitled “§6 or $16 that acked the
questiom ahonat the fithare level of cpot
rERdIn prices ot 4 time the omment spot
price wras 10,20, Thisfollowred 4 Faby
1908 snabrcic oour Trandmn Blardet
Chatlook: report that projected the cpot
price conld go ac lonrac P muder certain
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.Let’s say, aside from its alliterative
aspect, $60 represents an extremely
high price that is largely divorced from

production cost realities, much the
way $6 was on the other extreme.

w F16 Tovs] musy bamre Jooked
[buable ot the time we wrote the
farud. cort aindy wher the cpot price
Tadir, it took onby clighthe longer
frre years — five yeare and fiwe

e to be excact — 1til price hit thic
o the question ic rot g¢ dhamd ac
the e it wras posed.
i the $16 lewel wrae certaimbye
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20047 than wras previmie b thought. For all yesrs up to
2004 not all of the HETT feed quota hae besn uced. Fi-
rialby e podted ot that production oxbacks and de-
Ly vronald Tedrdorce & higher price path if HETT feed
sales hiomed ot to be less than asapned mthe aabesis.
Tt s clear that fhere hae been notable production ozt~
backs and delaye (e.g., Cigar Lake) that ocommed i the
ke of the price depression.

Hawing reached (and saopassed) the $16 Level, today
e are acking 4 differert ard more provocative questioz:
lookig ont omrer the rext e yrears , shold wre be talk-
ing abot o urardom price level of $16 or $A0? Where

$16 or $607
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tive of the price level. Price can go to
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Uranium Market Since 2004

» First Cores/More Reactor Growth
» Inventory Building

>
>
>

Hedge/Investment Fund Buying
_ong-Term Contracting Surge

Plans to Expand Production
eEspecially in Kazakhstan

» More Production Problems
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U,O4 Spot Volumes, 1990-2006
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Changes in U Production Plans E
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Mid-Year U Production Shortfalls E

(million pounds U,0Oq)

Actual Mid-year 6-Month
Project Production Target Deficit
McArthur River 8.85 9.35 -0.50
Rabbit Lake 2.60 2.95 -0.35
McClean Lake 0.66 2.00 -1.34
Ranger 4.83 6.50 -2.12
Olympic Dam 3.88 5.00 -1.12
RdAssing 3.83 4.00 -0.17

Initial 2006 production target was 113
million pounds. Estimated 2006 production
now revised to 109 million pounds.
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World Supply/Demand Balance — E
High Production/Higher Demand
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World Supply/Demand Balance — E
Mid Production/Higher Demand
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SWU Market Since 2004

» First Cores/More Reactor Growth

» Prices Under Upward Pressure

eSupply and Demand in Tight Balance
—Limited Ability to Substitute for Uranium

eElectricity Prices Increase Substantially
e Trade Restrictions Still in Place

» Progress on New Enrichment Plants
e LES Groundbreaking

- : w Fueling the Future: An Update — September 2006
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Ux SWU Prices, 1994-2006
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Expected Enrichment Production
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Government Involvement 111

AoA

» Governments Still Have Large Impact
e Import Restrictions
e Inventory Sales/Disposition Policies
e Production/Exploration Polices

»“ Eastern” Countries Promoting Production,
Exploration, Securing Supplies in General

» Australia Considering Supply Options
» Nonproliferation Demand for Fuel Created

U™ : w Fueling the Future: An Update — September 2006
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Critical Juncture 111
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» First Cores on the Horizon

» Price Under Considerable Upward Pressure
» Uranium Production Response Wanting

» Questions about Enrichment Expansion

» Utilities Have Limited Supply Choices
e Uranium, Enrichment, Conversion

» Confidence in Supply Capability Down

e Utilities Far More Concerned About Supply
Today Than They Were in 2004

w Fueling the Future: An Update — September 2006



Number of Responses

UxC Survey Results

What is your confidence level that
U;04/UF¢ supply will meet demand
In the following timeframes?

35 W 2007-2010
30 W 2011-2015
W 2016-2020

0%-25% 26%-50% 51%-75% 76%-100%
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Market Report Card i
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