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Uranium Global Supply And Demand

Uraniumis anaturallyoccurringelementthathasawidespreaddistributionatbackgroundlevels in
manydifferent rocktypes. Like othermetalsuraniumbecomesconcentratedby variousore
formingprocesses.Theeconomicsofextractionofauraniumproductis influencedby factorssuch
asgeographiclocation,easeofmining, andprocessing,costsofmeetingenvironmentalandsafety
refulations,infrastructureand,ofcourse,thegradeandtonnageoftheuraniumdeposit.

Uraniumis not, noris likely to be, in shortsupplyin thelongterm. Planningfor newminesor
expandedproductionmayhoweverlag demandleadingto short termsupplyconstraintsand
elevatedprices. Thedevelopmentofuraniummineswill thereforebelargelydrivenby cost
considerations.Themostprofitablelowestcostproducerswill bethemostsecuresuppliers,and
marginalproducerstheleastlikely to survive. Australianuraniumwill competein aglobal uranium
market.

Onereasonwhy thesupplyfrom Australiaor anyothercountrywith significantresourcesis not
vital to theuraniumsupplydemandbalanceis the concentrationfactorrequiredto convertthe
uraniummineproductinto afuel. Theinputvalueoftherawuraniumoreis low comparedto the
nuclearpowerplant fuel rod. Consequentlyunlike oil andgas,rawmaterialinput costcanchange
considerablywithouthavinga substantialcostimpacton theenergyproducedandsold by anuclear
plant.

Australia’s Uranium Resource

Theconceptthaturaniumis a unique elementthat doesnotrespondto the law ofsupplyand
demand is misguided. Australiais howeverin a fortunatepositionthat, alongwith Canadaand
certainAfricancountriesit hassubstantialhigh graderesourcesofuraniumthatcanbeproducedat
relativelylow cashcosts. In thisregardAustralia’spositionfor uraniumplacesit with similar
advantagesto iron oreor alumina,thatis it canbecomeoneofa limited numberof countriesthat
supplyasignificantproportionofannualworlduraniumconsumption.

StrategicallythereforeAustralia’suraniumresourcesarepotentiallyimportantif developed,but if
theyarenot,marginallyhighercostoverseasresourceswill meetthedemand.

If Governmentpolicy allowsdevelopmentofAustralia’suraniumresourcesbasedon normal
commercialdecisionsby industrythenAustralia’suraniumproductionwill becomeof increased
strategicsignificancebecausein anyfreemarketlowercostproducerswill bestrongerin the
marketplace.Giventhe Governmentexertsstrongenvironmental,regulatoryandsecuritycontrols
onAustralianproduction,it canbearguedthatAustraliawill play animportantrole in establishing
“bestpractice” controlsfor this industry. Suchregulationshouldnot beoverlycomplexand
bureaucraticto avoidadditionalunreasonablecostsandmaintainthecomparativeadvantageof
Australia’sproduction.This scenariowould alsoresultin opportunitiesfor Australianresource
companieswith flow-onbenefitsof investment,infrastructure,employmentandexports.
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GreenhouseGas Emissions

Thereis incontrovertibleevidencethatfrom an emissionstandpointuraniumis acleanfuel. It is
potentiallytheonly fuel capableoffilling thegapasworld energydemandincreasesthatwill not
resultin amassiveincreasein bothgreenhousegasemissionsandwasterock disposal.

Theconceptthatrenewableenergysourcessuchaswind, solarorwavepowercanmeetmorethana
minorproportionoftheprojectedincreasein demandis totallyunrealisticandsuggestsaserious
evaluationofthesubjecthasnotbeenundertakenby its proponents.

As oil productionis atamaturestageaheadofaprojecteddecline,theonly realisticalternative
availableto meettheincreasedenergydemandis coalornuclear. Despitelikely improvementsto
coalpowerplantemissionsthroughgeosequestration,useofcoalwill increasegreenhousegas
emissionsastheindustryis askedto fill theworld’s energyneeds.

By comparisonnuclearis amuchmoreefficientenergysource. Thepoweroutputofasmall 7
gramuraniumfuelpelletis equivalentto threequartersofatonneofcoal. Nuclearplantsalready
save2.5 billion tonnesof carbondioxide emissionsfrom conventionalcarbonpowersources.

With thedrivetowardshydrogenfuelledroadtransport,nuclearenergyoffersthe ability to allow
costeffectivemanufactureofhydrogen,furtherreducinggreenhousegasemissions.

Theprincipalconcernwith uraniumis to ensurethesafelong termdisposaloftherelativelysmall
amountofradioactivewasteproductgeneratedby thenuclearpowerindustry. Given theamountof
highradioactivewastegeneratedannuallyis small this shouldbeamanageabletaskprovided
countrieswith nuclearpowerfacilities complywith internationalaccordsregardingproliferation
anddisposal.

Structure and Regulations

Thecurrentstructureoftheuraniumindustryhasbeenfonnulatedin anenvironmentwherethere
hasbeenadeliberaterestrictionplacedon development.Theapplicationof theregulatory
environmentin this contextis simplified andappearsto embodyasomewhatdefensiveand
restrictiveapproach.Therehasandis to a lesserextentan activediscouragementto uranium
development.

If Australiais to respondto thegrowingopportunitiespresentedby thenuclearindustryapositive
regulatoryapproachandan efficient andeffectivereviewandapprovalstructurewill beneeded.

Thecurrentstructurefor approvingandmonitoringminingprojects, involving StateandFederal
authoritieshasgenerallyperformedquitewell for theNation. In relationto uraniumhoweverthere
is theaddedneedfor Federalreviewto monitorandensurecompliancewith nationaland
internationalobligations. It is importantthis bekeptsimple,efficientandtimely so asnot to
becomeasignificantcostburdenfor Australianoperators.

Thispresentsadangerofduplicationandunreasonabledelaysin theapprovalprocessfornew
projects.Thereis alsoadangerthatFederallegislationsuchastheEPBC Act canbemisusedto
delayor evendestroyprojects,if guidelinesarenot clearlyestablished.

Adding layersofreviewin differentagenciesboth StateandFederalwithout aclearpriority agency
will bedetrimentalto development.
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Conclusion

In conclusionCompassrecognisesthattheworld’s nuclearpowerindustryis embarkingonaperiod
ofsignificantexpansion.This is evidencedby thegrowingnumberofpowerplantson order. The
resultingcommercialopportunitiesfor Australiaandits resourcecompanieswill be substantial.
Uraniumto fuel thenuclearfacilitieswill bedevelopedirrespectiveofAustralia’sposition.
AustralialagsbehindCanadain explorationinvestmentsupportingtheresourceindustry. This is
partlybecausetheequitymarketsin thatcountryareusedto amorepro-activegovernmentstancein
relationto uraniumdevelopment.

If additionaluraniumproductionis notpermittedwithinAustralia,or if compliancewith regulations
is costlyoruncertain,othercountrieswill fill thegap. Australianresourcecompaniesreactto
opportunitiesfor thebenefitofshareholders.If uraniumdevelopmentsarerestrictedin Australia
thencompaniessuchasourownwill beata severedisadvantagecomparedto ouroverseas
competitors.Australiancompanieswill thenneedto consideroffshoreactivitiesif uranium
opportunitiesareto bepursued.

In ourview increaseduraniumproductionfrom Australiawill resultin:

• economicbenefitsfor theNation
• give Australiaa greaterinfluenceinternationallyin establishingandmonitoringasafe

industry
• contributeto areductionin greenhousegasemissions
• provideopportunitiesfor Australianresourcecompanies
• increaseinvestmentandemployment
• enchanceexportincome
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