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April 6, 2015

Phone: 307.635.0331

David Henderson

US Department of Energy

Office of Nuclear Energy

Mail Stop NE-52

19901 Germantown Road
Germantown, Maryland 20874-1290

RE: Response to DOE Notice of Issue for Public Comment on “Excess Uranium Management: Effects of
DOE Transfers of Excess Uranium on Domestic Uranium Mining, Conversion, and Enrichment”

Dear Mr. Henderson:

Attached please find a copy of comments submitted by the Uranium Producers of America and
Uranerz Energy Corporation responding to the US Department of Energy’s Notice of Issue for Public
Comment on “Excess Uranium Management: Effects of DOE Transfers of Excess Uranium on Domestic
Uranium Mining, Conversion, and Enrichment.”

These comments included in the attached correspondence reflect the views of Wyoming Mining
Association (WMA). Please consider this letter and attachments as WMA’s submission of formal

comments.

The Wyoming Mining Association is a statewide trade organization that represents and advocates for
39 mining company members producing bentonite, coal, trona and uranium, as well as one company
in the permitting and development process for a rare earth element mine. WMA also represents 129
associate member companies, two railroads and 180 individual members.

WMA appreciates the opportunity to comment on this issue.

Sincerely,

Jonathan Downing
Executive Director

Attachment (2) UPA Comments, Uranerz Energy Comments

www.wyomingmining.org



URANIUM PRODUCERS OF AMERICA

141 EAST PALACE AVENUE, POST OFFICE BOX 669, SANTA FE, NEW MEXI1CO 87504-0669
TELEPHONE(505) 982-4611; FAX (505) 988-2987; WWW.URANIUMPRODUCERSAMERICA.COM

April 6, 2015

David Henderson

U.S. Department of Energy
Office of Nuclear Energy

Mail Stop NE-52

19901 Germantown Rd.
Germantown, MD 20874-1290

Re:  UPA Response to DOE Notice of Issues for Public Comment on “Excess
Uranium Management: Effects of DOE Transfers of Excess Uranium on
Domestic Uranium Mining, Conversion, and Enrichment Industries:

Dear Mr. Henderson:

On behalf of the Uranium Producers of America (UPA), we appreciate the opportunity to
share our views about the factors the Department of Energy (DOE) intends to consider to
evaluate the impacts of uranium transfers on the domestic uranium mining, conversion, and
enrichment industries.

While UPA is pleased DOE is providing an additional opportunity for public comment,
we are disappointed DOE rejected UPA’s request for an extension of the comment period.
Providing only 20 days is simply insufficient time to review, analyze and develop responses to
more than 500 pages of documents, including a new economic analysis. Given the time
constraints imposed by DOE, we will not attempt to point out every instance in which we do not
agree with DOE or ERI’s analysis, but rather attempt to raise certain critical issues that we
believe require further review by the Department. In addition, to ensure the determination
process is fully transparent, UPA reiterates our request for the Department to publish a draft
Secretarial Determination for public comment before it is finalized, consistent with Sec. 5 U.S.C.
§553.

Although UPA did not have adequate time to fully analyze the documents DOE released
on March 18, 2015, below please find a summary of our most significant concerns.

DOE Continues to Misinterpret the USEC Privatization Act

The Department is charged with ensuring its transfers do not have an adverse material
impact on the domestic uranium industry. The USEC Privatization Act (P.L. 104-134) neither
permits DOE the discretion to justify its transfers on the basis that the Department’s transfers
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have less of an impact relative to other market factors nor that DOE’s transfers are not the driver
of the current negative state of the domestic uranium mining, conversion, or enrichment
industries. As District Court Judge Reggie Walton noted in his opinion on the request for a
preliminary injunction in ConverDyn v. Moniz, “whether the Department’s transfers are “the driver”
of market conditions is not the inquiry set forth in Section 2297h-10(d).”

Given the Court’s directive, ERI’s opinion that adding back the $3 per pound price effect
attributed (by ERI) to all inventory materials for Scenario 1 would not move current prices
enough to cause U.S. producers to ramp well field development and production activities backup,
is a totally superfluous statement. This “funding” by ERI is inappropriate in analyzing DOE’s
impacts and compliance with Section 3112(d).

UPA raised this concern in our response to the DOE request for information, but the DOE
continues to misinterpret its mandate under the USEC Privatization Act. In the recent notice of
issues for public comment, DOE maintains: “If domestic industries would experience a given
negative condition regardless whether DOE made a particular transfer, it would ill serve the
purposes of the USEC Privatization Act for 3112(d) to block the transfer.”

DOE appears to be building the case for maintaining the current rate of transfers by, in
part, noting that the increase in prices expected if DOE scaled back or eliminated transfers would
not be sufficient to change the market conditions for the domestic producers. This approach is
contrary to the USEC Privatization Act. In addition, DOE appears to be ignoring the TradeTech
report that found DOE transfers could have been a deciding factor in a uranium producer’s
viability during the 2012-2014 period and producers’ viability could remain at the mercy of
DOE’s price-insensitive material.

DOE does not explain its definition of the purposes of the USEC Privatization Act with
respect to the merits of its transfers, but given the concerns raised by Government Accountability
Office (GAO)’ over the legality of DOE’s barter program, it is doubtful that Congress had this
program in mind when it set up a procedure for DOE to sell or transfer the government’s excess
uranium inventories. Section 3112(d) does not use the word barter. Further, DOE initially
auctioned excess inventories, giving producers the ability to purchase this material for long-term
contracts and helping ensure DOE received fair market value for the material.

DOE’s “driver theory” attempts to view the commercial market with blinders and
blatantly ignores the cumulative effect of what is truly occurring in the market. All commenters
and analysts admit that the uranium market is depressed in a state of considerable oversupply.
That in itself should give sufficient reason to DOE to reject the idea of placing more material

! ConverDyn v. Moniz, Civil Action No. 14-1012 {D.D.C. 2014).

2 Excess Uranium Management: Effects of DOE Transfers of Excess Uranium on Domestic Uranium Mining,
Conversion, and Enrichment Industries; Notice of Issues for Public Comment; 80 FED. REG. No. 532 at 14109.

3 U.S. GOVERNMENT ACCOUNTABILITY OFFICE. (2014, May). Enhanced Transparency Could Clarify Costs, Market
Impact, Risk, and Legal Authority to Conduct Future Uranium Transactions, (GAQ 14-291 at 46),
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than the U.S. domestic industry produces into a market with little, if any, current uncommitted
demand.

The UPA is also concerned about DOE’s potential interpretation of what constitutes as an
“adverse material impact” to the domestic uranium mining, conversion, and enrichment
industries. In the Notice, DOE states that “it is reasonable to view material adverse impacts as
referring to impacts that go beyond normal market fluctuations, such as those that threatened the
viability of an industry.” Further, DOE notes that “material” is defined as “of real importance or
great consequence.”

This definition would establish an artificially high bar for what constitutes an “adverse
material impact” essentially permitting DOE to continue sales and transfers unless they threaten
to shutter the entire industry. As DOE notes, “material” is defined as “of real importance or great
consequence”. Black’s Law Dictionary also defines “material” as “of such a nature that
knowledge at the time would affect a person’s decision-making; significant; essential.” Under
DOE’s own estimates, continued transfers at the current level are expected to have adverse
impacts. For example, ERI projected that annual transfers at current levels would decrease spot
prices 7.6% and term prices 5.7%.

Other studies, such as one by UxC Consulting, found that DOE transfers at current levels
would negatively impact the spot price by an average of $5.78 over the near and medium term,
such that the spot price will be 14.1% lower than it would otherwise be without the DOE
transfers. The study projects that that the long-term market price of uranium will decrease $4.47,
or 7.1%, during the 2018-2030 period due to DOE transfers at current annual levels. From 2015-
2030, DOE’s transfers at current annual levels are projected to decrease spot market prices by
8.4%.

In the near and-medium term, UxC’s analysis forecasts that the negative impact of DOE’s
sales and transfers on the uranium term price averages about 9.0% (or $4.86/1b U;0s) per year.
As the uranium term price improves beyond the medium term, the impact of DOE’s transfers
would decrease slightly to 7.1% (or $5.30/1b U305y per year for the remaining forecasting period
from 2018-2030. Overall, UxC projects that DOE’s sales and transfers during the forecasting
period from 2015 to 2030 will push down the uranium term price by an annual average rate of
7.5% (or $5.21/1b U;0g).

These impacts are beyond de minimis and clearly constitute “material” since they are “of
real importance or great consequence” given the decrease in the spot or term price attributable to
DOE transfers. Moreover, while the UPA believes that DOE wrongly conflated an “adverse
material impact” as those impacts that would threaten the commercial viability of the domestic
industry, it is nonetheless true that DOE’s transfers are making it difficult for domestic producers
to sustain or expand existing operations. With an oversupplied global market, DOE’s transfers
further depress uranium prices trimming into already tight margins for domestic uranium
producers, and thus, threaten the commercial viability of the industry. Therefore, while the UPA
disagrees with DOE’s interpretation of an “adverse material impact,” these transfers are
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nonetheless meeting this high standard by threatening the commercial viability of domestic
production.

DOE appears to be interpreting the concept of “material adverse impacts” as those that
“go beyond normal market fluctuations, such as those that threaten the viability of an industry.”*
UPA believes that pegging DOE’s impacts to non-viability is beyond the intent of Section
3112(d). Adverse material impacts must include consideration of factors such as the elimination
or erosion of profits, the ability to obtain capital investment and the loss of market share. Stating
that government transfers are only to be curtailed in the event that they would render the
production industry non-viable misconstrues the meaning of Section 3112(d). That said,
according to a recent TradeTech study, DOE transfers do affect the viability of the domestic
producers. TradeTech concluded, “Modeling indicates that the DOE material transfer negative
price impact could have been a deciding factor in a uranium producer’s viability over the period
2012-2014.” TradeTech also noted continued transfers at the current rate, “could influence the
fate of % uranium producer, both existing and in development, through its impact on prevailing
prices.”

There is overwhelming evidence the DOE inventory transfers are having an adverse
material impact on the U.S. uranium and conversion industry and threatening the very existence
of several U.S. producers. If DOE believes its transfers do not constitute an adverse material
impact under the Privatization Act, we ask the DOE to explain why it has a different view.

DOE Falsely Assumes Russian HEU Agreement Set Standard for Acceptable Transfer
Volumes

DOE’s suggestion that Congress’ authorization of material under the Russian HEU
Agreement somehow sets a standard for the volume of material that Congress was comfortable
entering the market is a flawed reading of 3112(d). The Russian HEU Agreement involved
demobilizing over 17,000 nuclear weapons and provided a mechanism for the Russian Republic
to obtain much-needed revenue during the breakup of the Soviet Union.

Section 3112(d)(B), 42 USCA §2297h-10(2)(d)(B), reads as follows:

(B) the Secretary determines that the sale of the material will not have an
adverse material impact on the domestic uranium mining, conversion, or
enrichment industry, taking into account the sales of uranium under the
Russian HEU Agreement and the Suspension Agreement.

DOE, for the first time in the 18 years since the passage of the USEC Privatization Act, is
suggesting that Congress intended the phrase “taking into account the sales of uranium under the
Russian HEU Agreement and the Suspension Agreement,” somehow sets the parameters for
what Congress believed should constitute an adverse material impact. This reading of the

4 80 FED. REG. No. 52 at 14109.
3 TRADETECH, DOE MATERIAL TRANSFER STUDY (2015).
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provision would render the requirement of the Secretarial Determination moot. The idea that
Congress was telling DOE that in order to have an adverse impact, DOE would have to transfer
over 20 million pounds of uranium strains credibility.

The “taking into account” language of 3112(d)(B) is clearly meant to be an additional
limiting factor on the Secretary’s inventory disposition. It is rather obvious that Congress, whose
interest was to encourage Russia to demobilize its nuclear weapons, would discourage DOE from
selling excess U.S. uranium inventories if such transfers would conflict with the goals of the
Russian HEU Agreement. Section 3112(d)(B) mandates that the transfer of inventories not
adversely impact the domestic nuclear fuel industry and also not get in the way of the Russian
HEU Agreement. Congress was cognizant the Russian HEU Agreement could play havoc with
the domestic nuclear fuel industry. That is why this section instructed the President to report to
Congress each year regarding the effect the low-enriched uranium was having on the domestic
nuclear fuel industry. In addition, the agreement for Cameco and other responsible parties to
purchase and sell the natural uranium components from the Russian HEU Agreement into long-
term contracts mitigated the impacts of this material. Former Secretary Bill Richardson put a ten-
year moratorium on the very Russian UF that DOE is bartering today. This is clear evidence that
DOE looked at the Russian HEU Agreement as a limiting factor on inventory transfers rather
than some direction from Congress as to what would create a material adverse impact.

The Russian HEU material was metered into the market and was capped. Unlike DOE’s
barter transactions, it was predictable and transparent. The purpose for the Russian HEU
Agreement, national security, was totally different than the purpose of Section 3112 (b) and the
orderly entry of excess government inventories into the commercial market.

DOE’s Claim about Material Entering Long-term Market is Misleading

As UPA has previously noted, the manner in which DOE barter material moves into the
market is nearly as damaging to our industry as the amount of material being transferred. In its
notice of issues for public comment, DOE argues, without presenting any evidence, that the
impacts of its transfers are reduced because almost all of the material has been sold under
forward delivery contracts. However, it is important to note that contrary to assertions by the
DOE contractors bartering and arranging for the sale of this material, these “forward delivery
contracts,” are not long-term contracts — they are simply contracts along the forward price curve,
which is essentially the spot price with a minor adjustment for carrying costs. In fact, some
sellers into this “forward” market simply forfeit their forward delivery contracts after execution,
thereby effectively selling the material on a spot basis. Without question, sales into the forward
market are tied to, and directly impact, the level of the spot price.

In contrast, a long-term contract is typically one where the first delivery of material
occurs three of four years after contract execution, and the deliveries continue for more than
three years thereafter. These contracts take into account the supplier’s cost of production and
investment. As noted by ERI in the study it completed for DOE, “long-term prices are
determined by production costs .....”
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Placing the barter material through producers (with a vested interest in market prices as
opposed to brokers or traders looking to take a small spread on near-term sales) into existing
long-term contracts would mitigate the negative impact of the barter sales into the spot market.
The result would be less material negatively impacting spot prices, which should translate into
higher prices for the DOE barter material, which of course would also benefit the US taxpayer.

UPA has encouraged the Department to work with uranium producers to facilitate the entry
of the material into the market, as was done under the Megatons to Megawatts Agreement. Uranium
producers as stakeholders can feed the material into long-term contracts, which will ease some of the
pressure in the short-term when the market is oversupplied and there is little near-term demand from
utilities. We were disappointed that the recent DOE notice barely made mention (other than a few
paragraphs at the end of the notice) of this approach or any of UPA’s other suggestions to minimize
the impact of transfers on the domestic uranium mining, conversion and enrichment industries.

DOE’s Needs an Accurate Assessment of State of Industry

As we noted in our response to the recent request for information, UPA is concerned that,
based on the public record, the Department’s justification for its May 2014 Secretarial
Determination relied heavily on outdated market data that was submitted by Fluor-B&W
Portsmouth LLC (FBP), one of the few entities that financially benefits from the Department’s
barter pro ,g,rram‘ls.6 Of note, FBP is not a uranium producer and has no expertise in the uranium
market, other than being the financial beneficiary of the DOE barters. To get an accurate view of
the state of the industry, DOE needs to consider the following factors (both point in time data
and trends).

e Production —DOE notes production in 2014 was 5 percent higher than the previous year
but is expected to decline in 2015 to 2012 levels or lower. Current production numbers
reflect conditions in the market three to four years ago when investment decisions were
made. A more accurate, forward-looking measurement would be exploration and
development data. According to DOE’s own data, exploration drilling decreased 76
percent from 2012 to 2013. Total drilling, exploration, and development was down 53
percent compared to 2012.7 Based on a survey of our members, we expect these
bellwether indicators to be even lower in 2015.

As a concrete example of current operation plans, Cameco has provided the following
information on its 2015 planned production.

Project 2013 2014 Planned 2015
Crow Butte 0/ 0.6 0.3

SRH L7 2.1 1.4
Total Production 24 2 1.7
(millions of pounds)

¢ Declaration of David Henderson, Acting Director, Office of Uranium Management and Policy, Office of Nuclear
Energy, U.S. Department of Energy, ConverDyn v. Moniz.
7U.S. ENERGY INFORMATION ADMINISTRATION, 2013 Domestic Uranium Production Report, May 2014.
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Production Costs — Although DOE does not consider production costs as an important
aspect in its impact considerations, these are a critical aspect of the industry’s viability.
ERI estimates average production costs are $40 per year and notes that some in situ
producers have costs as low as $30-40 per pound. Rather than look at an ERI
estimate, DOE should use its own published data. According to the Energy
Information Administration (EIA) 2013 Domestic Uranium Production Report, the
average cost to mine uranium in the United States is $67.10 per pound (includes expenses
for land, exploration, drilling, production, and reclamation). When only considering the
drilling and production costs, EIA estimates the average cost is $47.41 per pound, far
above current market prices.

Average Margins — DOE’s notice includes an extensive discussion regarding price
impacts of the barters, an issue also examined in a TradeTech report that was
commissioned by the UPA and submitted to DOE earlier this year. All of the analyses
show DOE transfers affect market prices. While looking at the price impact is important,
the real issue is how any price impact affects the domestic uranium mining, enrichment,
and conversion industries. UPA urges DOE to reconsider examining the effects of
proposed transfers on the average margins of producers, a straightforward calculation
that can be made using EIA’s average production costs. When TradeTech conducted its
analysis, they found DOE transfers could influence the fate of a uranium producer, both
existing and in development, through its impact on prevailing prices and producer
margins.

Employment Trends — As previously noted, in making its May 2014 determination,
DOE appears to have relied heavily on a FBP presentation. According to FBP, U.S.
uranium employment has grown from 2009-2012. DOE would receive a more accurate
picture if the agency or ERI contacted any of the domestic producers.

Specific examples of domestic uranium producers current employment activities are
shown as follows:

UEC

2011 2012 2013 2014

82 85 67 39
Energy Fuels Resources
June 2012 December 2012 | December 2013 | December 2014

Employees 245 199 181 120
Contractors 42 34 10 5
Total 287 223 191 125
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Uranium One Americas employment levels (end of year):

2011 2012 2013 2014 2015
97 116 76 49 23
AUCLLC
Employees:
2011 2012 2013 2014 2015
6 11 11 11 5
Mestena Uranium;
2009 2013 2014
Employees 87 22 9
Contractors 78 0 0
Total 165 22 9

Cameco Resources:

Cameco Resources has invested 396 million in Wyoming and Nebraska over the past ten
years in its uranium operations. However, since 2012 Cameco Resources has:
e Delayed development of three planned new mining sites (two in Wyoming an
done in Nebraska)l
» (Closed its headquarters office in Cheyenne, Wyoming and consolidated
administration to its existing Casper, Wyoming office.
e Curtailed exploration activities.
¢ Reduced workforce by almost 30% from 24 to 228 (W yoming and Nebraska)
o (Ceased drilling at its Nebraska mine and idled 20 contract drillers who had been
working steadily at the site for more than two decades.

While we recognize not all of these job losses are directly attributable to the DOE
transfers, DOE actions are certainly a key factor. The industry is well equipped to handle
regular market turbulence, including major events like Fukushima, but it is the
uncertainty surrounding the DOE material that makes it hard for producers to raise
necessary capital to sustain operations.

Uncommitted Utility Demand - In the notice, DOE rejects UPA’s suggestion to
consider the level of uncommitted utility demand. While it is true that the market
involves participants other than utilities, if there is little or no uncommitted demand from
the utility end users, it 1s clear the market is oversupplied with uranium. The transfers
planned in the May 2014 determination account for virtually all of global uncommitted
utility demand in 2015 and 2016. ERI’s most recent report also notes that even with
production cutbacks and project delays, significant oversupply exists through 2022.
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Other Concerns:

According to ERI, the price effect attributed to DOE inventory is already built into
current market prices. The ERI report provides no basis for that assumption and it runs
counter to basic supply and demand modeling. Clearly adding an additional 2,705 MTU
into a market that is already oversupplied will further drive down prices, causing an
adverse material impact for the domestic industry. ERI continues to ignore the
cumulative effect of the barter transactions.

ERI’s report states the total price effect of DOE inventory releases is estimated to have
had an impact of $2.10/Ib in 2012, $3.40/1b in 2013 and $3/Ib in 2014. On a cumulative
basis over these three years, this amounts to $8.50/1b in price recovery that the domestic
industry would otherwise be able to achieve. Looking forward over 10 years in Scenario
1, according to ERI the additional 78 million pounds of DOE material impact averages
$2.80/Ib. Over 10 years the cumulative impact would be about $28/1b. The adverse
impact should be obvious.

To the best of our knowledge, ERI’s latest market analysis is based on a model that has
not been subjected to any peer review process. While we appreciate that DOE has released
the latest ERI report for public comment, according to the Office of Management and Budget
(OMB), public notice and comment is not a substitute for peer review. In an OMB guidance
issued on 2004, the agency noted, “Furthermore, notice-and-comment procedures for agency
rulemaking do not provide an adequate substitute for peer review, as some experts --
especially 8those most knowledgeable in a field -- may not file public comments with federal
agencies.”

The ERI report states “Based on the analysis contained in this study, it is not clear that
the elimination of DOE inventory releases would cause the overall market conditions to
change enough to make a significant difference in the health and status of the domestic
industries.” If ERI believes it is not clear, the logic extends to include the conclusion that
DOE inventory releases could indeed make a significant difference in the health and
status of the domestic industries. Does DOE believe it should roll the dice on its impacts
to the domestic industry?

Further, in TradeTech’s analysis, they state “transfers are a key factor in the viability of
the industry.”

In rejecting the suggestion to look at share prices, DOE noted that “many of the largest
U.S. producers are part of multi-line companies whose share prices depend in part on
product markets other than uranium.” That is not accurate — none of the U.S. producers
are diversified outside of uranium and uranium refining/conversion. ERI’s analysis

¥ OFFICE OF MANAGEMENT AND BUDGET, FINAL INFORMATION QUALITY BULLETING FOR PEER REVIEW,
December 15, 2004 (http://www.foreffectivegov.org/files/regs/library/peerreview.pdf).
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demonstrates that market capitalization is directly tied to the spot price and market
indices.

e DOE has never outlined why the agency is doing a new determination or whether the new
determination will last for one year or two years.

e While we appreciate that DOE is asking for feedback on the factors it intends to consider
for future determinations, how has DOE made these decisions in the past? DOE makes
no mention of the factors that were considered for the May 2014 determination.

e DOE puts forward three scenarios in the notice: status quo (2,705 MTU), reduced
transfers (1,855 MTU), and no transfers. DOE notes that many commenters suggested an
annual cap phased up to 1905 MTU per year (5 million pounds), but neither ERI nor
DOE looked at the market implications of this level.

o ERI’s model evaluates the effect of DOE’s transfers according to 50% spot and 50% long
term market deliveries. This assumption is incorrect. As noted above, the ERI “long
term” definition is flawed in their study. The current sales methodology ERI refers to as
“long-term” is really an extension of the spot market and do not involve long term sales
as defined by normal industry standards. Under current disposition methods the ERI
analysis should assume 100% of DOE sales are spot market sales.

» While UPA believes the ERI study understates the impact of DOE material on the
domestic industry, we note they state; “The results of ERI’s market clearing price
analysis indicate that the uranium market price effect attributed to DOE inventory
averages $2.80 per pound over the period 2015-2024. This is equivalent to 8% of the
current spot price and 6% of the current term price.” And, while UPA believes the U.S.
production costs are higher than presented by ERI, if their production cost of $40 per
pound is used, then according to the ERI analysis, the impact of the DOE material
constitutes the difference between US producers operating at profit or loss with the
current market at $39.40 per pound. In another words, if the DOE material is imposed on
the market it not only causes an adverse material impact, it also threatens and risks the
U.S. industry ability to continue to operate.

e ERI also states “It remains clear that all of the markets - uranium concentrates,
conversion services and enrichment services - are in states of considerable oversupply,
with mainly discretionary near-term demand for nuclear fuel and a decline of long-term
contracting.” With the industry facing these conditions why would DOE introduce
material that exacerbates the situation? Clearly, the introduction of additional material
under these circumstances would cause adverse material impact to industry.

e  Further, because DOE has no cost associated with its material, there is no economic
point at which DOE would not make a transfer contrary to a domestic producer or even a
trading company.
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Traxys, like UPA, agrees that DOE should assess the volume of material transferred by
DOE each year compared to the size of the uranium, conversion and enrichment demand
in the United States and the duration of the contracts in which the material is being
placed. Thus, if the size of uncommitted demand is not sufficient to absorb the DOE
transfers, they should be curtailed. As Traxys notes in its response, if the DOE “transfers
were suspended,” it will free up new demand that DOE transfers would otherwise absorb.
The question of benefit to other sources of supply is not germane as the sole question is
whether DOE transfers impact the market. The ERI report notes “any increase in
secondary supply, including DOE material, will result in a decrease in sales volumes
sourced from primary production for these indusiries. UPA also believes that any
curtailment of DOE transfers would benefit the commercial market.

ERI states “the amount of time it will take to recover from the Fukushima-driven state of
the current markets remains unclear. It is clear that excess supply will need to be reduced
before any significant recovery in market price can take place. In the meantime, the
domestic industries have felt the effects of the oversupplied markets and have taken
actions, such as production and staffing cutbacks, in order to try to weather the downturn.
The effects are most acute in the uranium and conversion industries.” The UPA believes
DOE should also be cutting back on its transfers and honor the commitments made in the
July 2013 Excess Uranium Inventory Management plan.

The Department has stated it “is committed to managing excess inventories in a manner
that:”

1) “Is consistent with all applicable legal requirements”

The GAO issued a report finding the DOE violated Federal Law in seven
transactions in which DOE transferred uranium to two confractors in exchange for
clean-up services. In the current ConverDyn vs. DOE lawsuit, District Court Judge
Walton has also noted the DOE is likely in violation of the APA. Furthermore,
DOE actions are in fact having an adverse material impact on the domestic
industry and a clear violation of the Privatization Act.

2) “Undertakes transactions involving non-U.S. Government entities in a transparent
manner and competitive manner, and”

The UPA notes the current manner of material disposition is not transparent or
competitive and is in fact harmful to the industry,

3) “Is consistent with and supportive of the maintenance of a strong domestic
uranium industry.”

ERI as well as other uranium consulting and analytic firms agree the global
uranium and conversion industries are all in a state of considerable oversupply. In
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BRE:

addition, current market prices are below the U.S. producers cost of production.
Pushing any uranium, much less increasing the amount of DOE material into the
market in its current state does not appear “consistent with and supportive of the
maintenance of a strong domestic uranium industry.” In fact the transfers are
currently threatening the very existence of several producers in the U.S. uranium
industry.

Based on the results of reviews by TradeTech and UxC, UPA has long argued that DOE
could achieve greater value for excess uranium inventories by selling this material into
the long-term market. DOE has resisted any effort to calculate how much money is being
lost by selling into the spot and/or short-term market. While this might be convenient for
DOE, it does not answer the question as to whether DOE is maximizing the value of the
government’s asset. In order for the government to realize the best value for its excess
uranium inventories, DOE should instruct ERI to determine when and how to achieve
optimal value for these inventories, while minimizing the impacts on the domestic
nuclear fuel industries.

DOE ignores the cumulative effect of its uranium transfers on the market. ERI
acknowledges that the Fukushima event had a devastating impact on uranium market
prices. Uranium conversion and enrichment spot price indicators have all demonstrated
similar declines, with prices as of January 31, 2015 ranging between 35-44 percent lower
than prices on February 28, 2011, just prior to Fukushima. DOE failed to alter its
transfers during this period when it was obvious that the market was in a free fall. In fact,
due to rapidly declining prices, DOE increased its transfers and abandoned the 2008
Management Plan in order to meet its programmatic needs. This leads one to believe that
DOE does not take its Section 3112(d) mandate very seriously. DOE has determined that
the only requirement of Section 3112(d) is whether or not its transfers are the driver of
market impacts. No one supports this position except DOE. DOE should work with the
stakeholders to reach a method of inventory disposition that will maximize its inventory
submitted,

asset, while minimizing impact on the affected producers.

Jon J. Indall
Counsel for Uranium Producers of America
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April 6, 2015

David Henderson

U.S. Department of Energy
Office of Nuclear Energy

Mail Stop NE-52

19901 Germantown Rd.
Germantown, MD 20874-1290

Re:  Excess Uranium Management: Effects of DOE Transfers of Excess Uranium on
Domestic Uranium Mining, Conversion, and Enrichment Industries; Notice of Issues for
Public Comment, Federal Register 80 14107

Dear Mr. Henderson:

Uranerz Energy Corporation (Uranerz) appreciates the opportunity to provide comments on
Federal Register notice FR 80 14107. Uranerz is a publicly traded company that is incorporated
in the State of Nevada. Uranerz is one of the newest operating domestic uranium mining
companies with the start of commercial operations at our Nichols Ranch Uranium Project in the
Powder River Basin of Wyoming in April 2014.

In reviewing the documents referenced in the public request for comments provided in the
above referenced Federal Register Notice, determining on what action should be commented
upon is unclear. The Department of Energy (The Department) provides a wealth of information
derived from the previous Request for Information (RFI) as well as a summary of the information
in the actual notice. The short turnaround on comments of less than 20 days from the date of
the notice to the deadline for the receipt of comments creates a difficult challenge for the public
to provide a thorough analysis of the information and the ability to provide meaningful feedback.
Due to the limited timeline for review and comment provided by the Department, Uranerz has
only been able to review the actual Federal Register Notice and the February 20, 2015 ERI
Analysis, and its comments will be focused on the information provided in those two documents.
With respect to its comments, Uranerz will be responding generally to Federal Register Notice,
including the factors that will be considered in developing the Department’s pending Secretarial
Determination, and the quantity of material that will be transferred by the Department to third
parties during the period of the Secretarial Determination. Uranerz is a member of the National
Mining Association (NMA) and the Uranium Producers of America (UPA), and our corporate
senior leadership has been active in these trade associations’ interactions and correspondence
with the Department. Uranerz has worked with the UPA in developing their detailed comments,
and with this letter expresses strong support for those comments.

Uranerz would further comment on the overall Federal Register Notice. The six factors
described by the Department for consideration do provide significant context to support a
Secretarial Determination for each segment of the domestic uranium industry. All of these;
market prices, realized prices of current operators, production at existing facilities, employment
levels in the industry, changes in capital improvement and development of future facilities and
long term viability and health of the industry, provide a snapshot of the industries that are
impacted by the manner and quantities of material transferred by the Department. It should be
noted that in Secretarial Determinations proposed prior to May 2014, supporting market analysis
failed to consider all of these factors, as was noted by the domestic uranium mining industry,
repeatedly.
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P.O. Box 50850 T: 307 265 8900 Suite 1410 T: 604 689 1659 Toronto Stock Exchange: URZ

1701 East “E” Street F: 307 265 8904 800 West Pender Street F: 604 689 1722 Frankfurt Stock Exchange: U9E
Casper WY 82605-0850 Vancouver B.C. V6C 2V6 Www.uranerz.com



2| Page Uranerz Energy Corporation

However, as suggested by several commenters, the Department continues to dismiss the state
of the domestic uranium industry as something beyond their ability to impact. The Department
continues to quantify the impacts of its transfers using the most favorable terms that are clearly
designed to support continued transfers. The Department minimizes the market impacts to the
point that its analysis states that by removing over 7 million Ibs U308 equivalent from the
market only will net a market impact of less than $3.00 per Ib U308. This estimate fails a “cold
eyes” analysis because historically, the spot price has moved in values nearly double those
cited by the Department for volumes less than 2% of the volume that would be removed from
the market if the Department ceased all transfers. Even if the Department’s assessment was
accurate, a $3 reduction in this market will make it difficult for some producers to survive.
Additionally, the Department acknowledges that most commenters have suggested a volume of
material transfers with an upper limit of 5 million Ibs (inclusive of all forms of uranium).. This
transfer rate is consistent with the guidelines suggested in the Departments own 2008 Excess
Uranium Inventory Management Plan, and has been generally accepted by the industry. It is
Uranerz's recommendation that should the Department consider transfer rates no greater than 5
million Ibs and that the Department should make the greatest positive material impact, by a
further reduction in transfer rates.

Within Section II(A) of the Federal Register Notice, the Department creates a “new” justification
for the definition of “material” within Section 3112(d) of the 1996 Privatization Act. The
Department has now tied in Section 3112(d)(B), 42 USCA §2297h-10(2)(d)(B), reads as follows:
(B) the Secretary determines that the sale of the material will not have an adverse material
impact on the domestic uranium mining, conversion, or enrichment industry, taking into account
the sales of uranium under the Russian HEU Agreement and the Suspension Agreement.

The Department proposes that by citing this section of the 1996 Privatization Act that it is able to
divine Congressional intent as to the definition of “material”. The Department cites the volumes
of material that under U.S.-Russian HEU Agreement establishes a Congressional definition of
volumes that are not material because Congress directed in Section 3112(d)(B) that the
transfers, in addition to avoiding a material adverse impact to the domestic uranium industry, to
account for the sales of uranium under the Russian HEU Agreement and the Suspension
Agreement. In citing this, the Department creates from whole cloth what volumes of transferred
uranium it defines as “material”. However, in a historical context, it is clear that Congress did not
tie the Russian HEU Agreement and the Suspension Agreement to Section 3112(d) as setting a
definition of “material”, but rather to maintain the incentive to the Russian Government to
continue with the terms of these agreements which has occurred. It is our opinion that Congress
saw the Russian HEU Agreement as separate from the transfers referenced in Section 3112(d),
and Congress was instructing the Department to assure that the transfers would not impact the
sales of uranium under the HEU Agreement.

Again, we would like to express our thanks for the opportunity to submit comments. If you have
guestions, please contact me at (307) 232-6665 or by email at pgoranson@uranerz.com.

Respectfully,

%%—/-

William Paul Goranson, P.E.
President and Chief Operating Officer
Uranerz Energy Corporation
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