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Abstract

The paper describes the history of uranium production in Hungary. It focuses on the Mecsek Ore Mining
Company, now known as Mecsekuran Limited, and its relationship with the Hungarian Government. From the start
of uranium production in 1963 until May 1989 all production was exported to the Soviet Union under an bilateral
contract. In exchange the Soviet Union agreed to provide fabricated fuel for the future Hungarian nuclear power plant.
In May 1989 the Government of Hungary announced closure of its uranium mining operations because of the high
cost of production. The paper describes the history of events since 1989, as well as the current plans to terminate all
uranium production by 31 December 1997. The Mecsek Mountains lie in the southern part of Hungary, west from
the Danube, about 30 km from the former Yugoslavian border, and north from the city of P6cs. Its eastern side is
built up from medieval limestone and dolomites, while the western part is from sandstone and clay from the geological
Paleozoic. In the eastern part high quality cokeable coal has been mined for more than 200 years, east from the city
of P6cs; and in the western part uranium ore was discovered and the mining began only a few decades ago.

HISTORY OF THE HUNGARIAN URANIUM EXPLORATION AN MINING

The work began with Soviet participation in 1952, by examining the materials of different
Hungarian Coal mines. Exploration started in 1953 in the Western Mecsek, with the deposit
discovered in 1954. With surface trenching and shallow borings the presence and orientation of
uraniferous lenses were documented. Based on this knowledge, the mine-purpose exploration speeded
up and the development of the first mine began. In 1956, the previously Soviet-Hungarian Joint
Venture for Uranium exploration went into Hungarian ownership and the Uranium mining started in
the same year.

hi the next years the production increased very fast, and had a steady level for many years.
Three mines were producing continuously and as the Mine No I. and later the No II. were expected
to be depleted, mines No IV. and V. were commissioned.

The construction of the Processing Plant was finished in 1963, and since then the Company
has not exported raw ore, but uranium concentrate. The export was directed solely to the Soviet
Union, under an interstate contract. This contract ensured that the future Hungarian power plant or
plants would be supplied by the Soviet Union with fuel elements.

Production continued without any problem until May 1989, but it needed a very high state
subsidy, as the production costs soared, and this was not followed by the price fixed in the interstate
contract. In the meantime the world market price of the uranium had a sharp decline. In the last
years, the subsidy reached the 30-40 million US$/year. In May 1989, the Hungarian Government of
that time, with economical explanation but with political consideration announced the closure of
Hungarian uranium mining.

The governmental decision left only the possibility to the Company for surviving to find a
new market or a new partner while the decommissioning work began. This concession was verified
by the fact that the deposit had a huge amount of proven reserves at that time, the newest mine built
from central sources was commissioned, and the enlarging of the Paks Nuclear Power Plant was in
the Hungarian energy policy. Social policy played also a role in the consideration, as unemployment
rose, and large crisis areas developed in Hungary, mainly because of the drastic reduction in the
(heavy) industry.
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With this concession, the Mecsek Ore Mines started to search for partners. In the meantime
radical measures were taken to reduce the production costs, and redundancy was also reduced by
using the government workforce policy measures which was given especially for the uranium mining.
The area of the company activities were also reduced, which meant to get rid of the auxiliary
activities, to reduce the number of departments, transform the production structure, revaluate the
geological reserves and to some extent also transform the technology.

The main issues of the programme were as follows:

To wind up all unprofitable works and units. Drastic decrease in central administration.

Cleaning the profile, i.e. to separate auxiliary activities from the main one.

To organize economical associations from activities enables to self-supporting.

To acquire governmental level help for discharged staff not employed in new associations and
companies.

To seek foreign partners.

In 1990-1991 the Mecsek Ore Mining Company closed two of its plants, the Geological
Surveying and the Research Automatization. It further dissolved 8 departments and sub-departments.
17 (seventeen) economical associations were formed from the auxiliary activities, of which a few are
mentioned below:

boring and hydrogeological survey
trade and supply of materials
production and trade of explosives
foundary
transportation
fabrication of steel structures
manufacturing of nuclear and electronic instruments
managing of guest houses and holiday resorts
timber yard, etc.

By organizing the main activity, it became evident that it could bear not more than about 2000
men, and the self-supporting other companies about another 5-600. As for the redundant 5000, we
had to take care of them in a way that no new "crisis belt" could develop in a country trying to
change into market economy and struggling with serious economical difficulties of the startup.

The Uranium Company is located not far from the third biggest city of Hungary which also
has another big industrial facility characterizing the city: a coal mine, which is also in serious
recession.

In 1990-1991, nearly 5000 men left the Company, provided with subsistence, without
problems and they did not increase the unemployment rate in the area.

Fuel supply of the nuclear power plant providing approximately 50 % of the national electrical
energy production is not solely an economical but also a political issue. Above that, the Government
took into account the previously performed and outlined measures and the foreign partner's wish for
joining. Based on these facts, the Government decided to produce the fuel for Paks NPP from
Hungarian uranium, if its price is not too far from the international praxis.

Five years ago the company produced 1 kg U for more than 100 US$, and this cost was
reduced by more than 40%.
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In 1991, the Company formed 5 units instead of the previous 9. These are:

mine (with 3 shafts)
mill
operational auxiliary plant (energy supply, ore transport)
head office (management, control and enterprising, business)
human and recultivation department.

On 1 of April 1992, the State Property Agency assented devaluating of the Affiliate's estates,
based on market value judgement, and by this to form a new Limited, the MECSEKURAN.

The MECSEKURAN Ltd disposes of all underground and surface facilities needed for mining
and processing (within the existing mining areas), with a workforce of 1850, and of three smaller but
important affiliates: Trade and material supply, manufacture of explosives and fabrication of steel
structures.

The ore reserves of the mining property are owned by the state, but concession rights are kept
by the Limited Company, even if it should be privatized and a foreigner acquire the majority share.
The ore reserves were revaluated and categorized. The basis of revaluation — in the present market
environment — is profitability, and for the re-categorization of the recommendations of the IAEA.

The MECSEKURAN Ltd was the first company to perform its structural change, and did it
from its own sources. As a supplier of the national nuclear power plant, it enjoys some protection
against market effects, but real assurance of its survival is the setting its performances and costs to
the real market.

During the last years the MECSEKURAN was the only supplier of the Hungarian NPP. The
production was in 1992 430 tonnes, in 1993 380 tonnes and in 1 994 it will be 413 tonnes. Between
October 1992 and August 1993 the company could utilize only one shaft from the two deep units due
to serious accident that occurred in shaft No 4 in October 1992.

The high costs of the renovation the state of the uncertainty and the absence of the developing
works created altogether a very serious situation at the beginning of the recent year, both from the
point of view of production and financially.

In this situation the former (springtime of 1994) Hungarian Government had worked out a
programme for the consolidation of uranium mining. This programme consists of decreasing
production parallel to a gradual closing down of certain mine areas. It further comprises the
expenditures of required developing works. The programme includes the human costs and the costs
of necessary environmental rehabilitation.

As a consequence of the absence of developing works, the ore reserves were diminished
drastically. Firstly in category RAT.

On 01.01.1993 the declared uranium resources were as follows:

RAR Reasonably Assured Resources
1132 tonnes U

EAR I. Additional Resources

16 661 tonnes U

on 01.01.1995:

RAR 672 tonnes U
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EAR I. 15 644 tonnes U

As it appears form these figures, the RAR resources are sufficient for a production of 3 years
on the reduced level. At the same time the deposit has considerable resources for about 20 years.

The problem of the absence of developing works comes from the financial situation. In 1991
the Hungarian Government declared the price of domestic uranium in US$60/kg. Since that time
inflation has increased by about 120% but the devaluation of the HUF was about 80% only.

Under these conditions the company is forced to consume the existing RAR resources and the
future.

The change of the Government in last May is delaying the decision. The new Hungarian
Government declared the closing of Hungarian uranium mining on 23.12.1994. The closing means
that the end of production will be on 31.12.1997. After this time the company will continue the
closing of mines and begin the environmental rehabilitation works.

THE CURRENT SITUATION

Some data about the Hungarian uranium centre:

Name of the production centre: MECSEKURAN LLC
Operational status: existing
Startup date: 1956
Deposit type: sandstone
Type of the mining operation: UG
Size (tonnes ore/day): 2500
Average mining recovery: 50 to 60%
Type of the mill: IX/AL (+ heap leaching)
Size (tonnes ore/day): 1500
Average processing ore recovery: 90%
Nominal production capacity (t U/year): 650
Employment: 1300, at the end of 1995: 1200
Historical U production (t):

to 1992: 16 718
1993: 380
1994: 413
1995 and later: 210-200/year until 1998

During the last years the MECSEKURAN was the only supplier of the Hungarian NPP. In
1995 the MECSEKURAN reduced its production the further demand of NPP is coming from Russia.

THE OPTION OF THE DEPOSIT OF RADIOACTIVE WASTE

In the near vicinity of the Mecsek Uranium deposit, to the west, and in the deep footwall of
the "productive" complex, in the Lower Permian aleurolit (a claystone) could be of major importance
in the future.

Hungary is not a very extensive country, and most of its area is overlain by Tertiary-
Quaternary sediments, therefore the deposition of the different kinds of toxic and radioactive wastes
causes anxiety. Presently the high activity radioactive waste — the spent fuel elements — are delivered
to the Soviet Union, within the framework of an interstate contract, but the deposition of the middle,
low and high activity wastes is a continuing problem.
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The above mentioned geological formation is extremely large extensive, about 140 km2, and
has a thickness of 600-800 m. Its homogeneity, water-tightness makes it quite suitable for final
deposition of any kind of dangerous waste, radioactive waste included.

The experts of Mecsek, knowing well the importance of the geological sealing of waste
deposits, began the detailed surveying of the area.

As the area in question is not far from the western flank of our deposit, the idea emerged that
with the help of an exhaust of the mine which could be taken out of the mine activities and is 1000 m
deep, will we can access the formation, and the shaft could be used for the deposition in 1100 m
depth. The formation in the area is free from faults, is tight, and even the quality of its material
excludes the possibility of water migration, therefore the dangerous wastes could be separated from
the environment with total safety.

The research is in progress, and as a matter of course the economical calculations too, both
national and foreign companies and authorities, scientific institutions are involved, the interest is very
intensive.

According to the present concept, the planned depository even in the first phase could receive
about 30 000 m3 waste per year.

The whole surveying and research work on the waste deposit is performed according to
international standards. Within the framework of a National Project and using technical assistance of
the Canadian AECL, the Mecsek Ore Mining Co. and the MECSEKURAN LTD. excavated about
300 m drift and drilled about 800 m boreholes for the prospection of the claystone.

The programme is expected to continue in the next years.
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