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URANIUM PRODUCTION/ THE UNITRD STATES PERSPECTIVE

The United States' uranium producer, once collectively

comprising the largest single producing country in the free

world, has witnessed a significant change during the last

several years both as to its share of the world's uranium

production as well as its ability to compete and survive in

the market today. From the peak production of the early

1980's, the United States may well fall to the third position

behind both Canada and South Africa during 1984- Current

estimates of the U.S. uranium production for 1984 range from'

13 to 16 million pounds U308. With the continuing low spot

market price for uranium, additional production facilities in

the United States will curtail production which should result

in the 1984 production quantity closer to the lower estimate.

The future of the United States uranium production

industry is clearly dependant upon prices achievable under

new long-term contract commitments. During the last two

years, United States' producers contracted for only

relatively small quantities of U3O8 under long-term

commitment arrangements. During 1982, U.S. producers

contracted for 5.5 million pounds of commitments tor future

delivery. Generally, the only producers securing new

long-term commitments are those producers with the ability to

produce for less than $30.00 per pound U3O8 in current,

dollars. The U.S. producer with production costs in excess

of $30.00 has been unable to compete for the. available

long-term contracts and for the most part has not attempted

to compete in today's market. The higher cost producers

currently producing have contract commitments which will

carry them for the next several years, however, beyond that

their ability to continue production is questionable.



During 1983, four United States uranium production

centers ceased operation. It is expected that another two or

three will announce the closure of their operations during

1984. The number of active U.S. producers today is far less

than 40% of the active producers in 1981. U.S. production

fell from a peak of 43.7 million pounds in 1980 to

approximately 20.5 million pounds in 1983, or a 53% decline.

Further indications of the future reduction in production

levels are evident from the capital expenditures and

exploration budgets of the remaining producers. Capital

expenditures have declined from $500 million in 1980 to $36

million in 1983. Exploration and development drilling during

1983 is estimated to be approximately 10% of the to t a l

footage drilled in the United States during the peak year of

1978. Drilling during 1984 will total approximately 1.5

million feet. Much of this drilling is required to maintain

existing mineral leases and mining claims with l i t t l e

drilling planned to delineate new ore bodies. The s ta t is t ics

are ample evidence of the recent history of the United

Sta tes ' producer and are a good indication of production

trends in the future. However, rather than focus further on

s t a t i s t i c I would like to discuss the perspective of the

United states' producer in the coining years and the possible

nature of the future United States production industry in

general.

Uranium ore reserves in the United States are primarily

low grade in terms of quality and high cost in terms of

production capability. Extensive exploration conducted in

the United States in the late 1970's delineated a number of

ore bodies, however for the most part these deposits are low

grade with associated high production costs. Very few high

grade low cost deposits have been discovered in the United

States in the last five years. As the economics of the world

uranium market have changed so has the perception of the U.S.

producer's ability to continue as a viable production area.
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Many conventional mining and milling facilities in the United

States have suspend operations. There are less than ten such

production centers currently operating. The nonconventional'

producers (i.e. the solution mining and the phosphate

by-product operations) have been less seriously affected than

the conventional producer primarily because the solution

mining operations are smaller and generally lower cost and

the phosphate by-product operations have long-fcenn commitment

related to the production facility. The conventional mining

and milling operations that have been suspended will very-

likely remain so unless there is a significant recovery in

the price of uranium in the next few yeairs. If the recovery-

does not in fact occur within the next several years, it is

questionable that these facilities will ever ba able to

resume operations. Further reductions in production from the

conventional uranium mining and milling facility will no

doubt occur as existing contract commitments expire-

Along with the decline in the number o£ United States

uranium producers we are witnessing a change in the nature of

the companies remaining in the business. The large

multinational oil companies which ventured into the uranium

arena in the 1970's have all but termintaed fcheir activities.

The few remaining have indicated their desire to do so. A

•number of large mining companies have suspended or

substantially reduced their uranium activities. Most of the

entities expressing an intent to continue U.S. uranium

production are companies specialized in the uranium area and

are generally smaller in size and more able- to adjust to

changing market conditions. Because th&se companies are

generally smaller, new projects undertaken by these companies

will be smaller and less capital intensive than those

traditionally developed in the past. The development and

production from these projects will be less predictable as

the timing of the development will depend on market

conditions and the status of the world production industry as
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a whole. Financing the capital expenditures for future U.S.

projects will become a critical issue to the remaining U.S.

producers and may well be one of the most important element

in the determination when new production f a c i l i t i e s are

developed.

Participation by United States u t i l i t i e s in U.S.

production projects is likewise far less than several years

ago. In light of todays surplus of uranium there is l i t t l e

motivation on the part of the u t i l i t ies to increase their

participation. A number of U.S. u t i l i t i e s have expressed

disappointment with regards to their participation in uranium

production projects from both the issue of the success of the

production venture and the recoverability of the cost of the

project allowed by their respective public u t i l i t y review

boards. The number of U.S. u t i l i t ies involved directly in

uranium production will be further curtailed to the extent

that there could likely be only two remaining by the 1990's-.

An interes t ing trend may be developing in the U.S.

uranium production industry with the increased participation

of foreign ent i t ies . Several major foreign ent i t ies have

invested heavily in the U.S. industry and appear to be

willing and able to continue to do so. The possibility of

•further investment by major multi-national ent i t ies in

selected projects appears feasible. Infusion of capital from

these sources will be an important factor in the

determination of the U.S. production capabilities in the late

1980's and early 1990's.

The success of the U.S. producers in achieving long-term

sales commitments in today's market may be the best indicator

of the production levels in the early 1990's . Obtaining

long-term contracts at favorable prices is essential not only

for the existing U.S. production faci l i t ies but is cri t ical

to- the development, of new production f a c i l i t i e s . . If the
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attitude of the U.S. utilities continues unchanged they will

resist long-term commitments at prices substantially higher

than the then current spot market price. Unless unforeseen

occurrances change the current best estimates of the spot

market prices during the next several yearo, a number of U.S.

producers will be "priced" out of the business. Several U.S.

producers are at this critical point and unless these

producers achieve new long-term relatively high priced

commitments, their production facilities will be added to the

list of those facilities now closed. With the majority of

the long-terra unfilled world requirements coining from the

U.S. utilities, the U.S. producer will be hard pressed to

compete for this share of the market against the low cost

producers of Canada, South Africa and Australia. Although

many U.S. utilities have indicated a desire to purchase at

least part of their uranium requirements from U.S. producers,

this desire is not evident in their willingness to pay the.

higher prices required by many U.S. producers. From, the uTs.

uranium producers perspective it appears that the U.S.

utilities needs will be supplied increasingly from imported

material. This is inevitable considering the general

competitive condition of the U.S. producer and the U.'S.'s

attitude towards free trade.

The U.S. producers share of the United States market may

well be determined by governments intervention or lack

thereof. The issue of free trade versus import restrictions

in the U.S. will be critical to the level of U.S. production

in the future. If the import of uranium to fuel U.S.

reactors remains substantially unrestricted as is the present

case, the U.S. uranium industry may be producing only ten'

million pounds of uranium annually by the early 1990's. This

of course assumes the policies of the exporting countries do

not change subtantially to the detriment of their uranium

producers. At the present time, there is little support in

the U.S. Congress for import restrictions to protect the U.S.
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producer. The U.S. uranium industry is rather insignificant

from the national economic point. Likewise, the United

States' perspective uranium trading partners, Canada, South

Africa, Australia and France are viewed as stable and

friendly sources of supply thereby partially eliminating the

security of supply issue so important in the U.S.'s energy

planning. Recent efforts to secure uranium import

restrictions have been unsuccessful and it appears that under

the present Administration, as exemplified by the position of

the U.S. Department of Energy, little if anything will be

done to restrict the free movement of natural uranium into

the U.S.

Although- the future of the U.S. production industry is

rather gloomy, there will be a few U.S. producers maintaining

profitable facilities. Less than six million pounds of U3O8

can be presently produced annually in the United States at-."a

full recovery cost of less than $30.00 per pound. An

additional seven million pounds may be produced annually for

the next several years to supply existing higher priced

commitments. Solution mining will constitute a larger

percentage of the U.S. uranium production in the future.

Several new solution mining facilities should be developed

• within the next five years, maintaining the solution mining

production rates in the range of four million pounds per year

into the 1990's. Phosphate by-product production of uranium

will continue only to the extent production is committed

under long-term commitments. The high grade breccia pipe

deposits in the southwestern United States will be

increasingly important to U.S. production capability and

could by the 1990's be producing half of the United States

output.

In sumrruiry, U.S. uranium production appears to be headed

for a level of approximately one quarter of the peak

production oE the early 1980's. In a free world market the
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majority of the U.S. production capability is noncompetitive

and unnecessary to supply the free world's demand. Those

world producers which can produce into the competitive

uranium market of the present and the foreseeable future will

be sufficient to supply the uranium needs of the world for

the next ten to fifteen years. Thus, the U.S. production

industry once the leading producer in the world will not

regain nor approach that status in the foreseeable future.
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