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Announcer: Free and clear of the chatter from Wall Street, you're listening 
to Talking Stocks Over a Beer, hosted by hedge fund veteran 
and newsletter writer, Mike Alkin, who helps ordinary investors 
level the playing field against the pros by bringing you market 
insights and interviews with corporate executives and institutional 
investors. Mike sifts through all the noise of mainstream financial 
media and Wall Street to help you focus on what really matters in 
the markets. Now, here's your host, Mike Alkin.

Mike Alkin: Welcome to a special edition of the podcast. It's Valentine's Day. It 
is Thursday, February 14th 2019. We normally put out the regulars 
... regularly scheduled podcast on Monday evenings, but I thought 
we'd come up with a special version for one because it's going to 
center around uranium and nuclear power. I thought since I get a 
lot of questions on the main hot topic of the uranium mining and 
nuclear power world right now, Section 232, that I would bring 
on one of the petitioners who has petitioned the Department of 
Commerce on the grounds of national security to impose a quota 
on electric utilities to buy 25% of their uranium from the United 
States.

 It's a very hotly debated topic. It has, in my belief, is a logjam 
from contracting between the utilities and the miners as we're 
unsure of which way the Department of Commerce, who has until 
the middle of April to make a decision as to whether or not they 
will recommend to the President whether or not he move forward 
with their recommendations. So until that happens, the contract 
in ... the major contracts have kind of been put paused for a while, 
because the utilities don't know from whom they're going to be 
required to buy X amount of uranium, so that's understandable 
why that's happened. But it's coming to a head. We're seeing a 
lot of mudslinging back and forth between the utilities and the 
uranium miners. They have each established their own websites, 
Twitter feeds and they're slugging it out in the court of public 
opinion.

 Today's guest is going to be Jeff Klenda who is the CEO of Ur-
Energy, one of the two petitioners along with Energy Fuels. And 
out of fairness, I have also reached out to the AHUG, the Ad Hoc 
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Utilities Group which is a number of the utilities that have formed 
and are on the other side of this petition. I've not heard back from 
them, so I reached out via email to their spokesperson, and if they 
want to get back to me, I'm happy to have them on the podcast. 
But today, it's going to be Jeff Klenda of Ur-Energy. 

 In full disclosure, I do run an investment vehicle focused on 
uranium and nuclear power. Ur-Energy is a position in my 
portfolio, but that means nothing. Don't use that as a reason to 
buy it. You don't know if it's a tiny position or a big position. I'm 
not required and not telling you that. I'm not bringing Jeff on to 
talk about Ur-Energy. I'm bringing him on to talk about Section 
232. Often people ask me, "What do you own? What do you own?" 
And I don't say, but I do say it as a full disclosure, so you know 
it. But again, do your own research. Make your own investment 
decisions. The reason why the fund that I manage owned ... it 
could be completely different than something that meets your 
needs, your goals, whatever. So just full disclosure on that. But 
we're going to bring Jeff on to talk about 232 and a few other 
things in the world of uranium and nuclear power. So with that ... 
Jeff Klenda, welcome to the podcast.

Jeff Klenda: Great. Thanks, Mike. Appreciate you having me back again. I can't 
wait to see what we come up with this time.

Mike Alkin: Man, you're a popular guy. For a guy with a sub ... a couple of 
hundred million dollar market cap company, you're in the press a 
lot, right? Did you ever think that you would be as high profile, you 
and Mark Chalmers over at Energy Fuels as you are in the uranium 
mining industry? And what I'm talking about, folks is ...

Jeff Klenda: Honestly, no. 

Mike Alkin: Yeah.

Jeff Klenda: To tell you the truth, I'm kind of a low profile, under the radar 
type of guy.

Mike Alkin: You are. You are. Yes.

Jeff Klenda: So, actually, this is something that is contrary to my nature, but 
look, let's be honest, we got to a point in the middle of 2017 where 
after meeting with Energy Secretary Rick Perry at his offices in 
Washington DC, I made the decision that if not us, who? If not 
now, when? We had to bring a Section 232 if we had any hope 
of saving the uranium industry in the United States, and for 
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that matter by extension the fuel cycle which is so critical to our 
country's security.

 So as much as I may be a low-profile kind of guy, the reality is 
that the clock was ticking. Everybody, as we know, is running out 
of contracts. So this is something we simply couldn't ignore. If 
we were going to act in the best interest of our shareholders, we 
had to take the initiative, and that means being out there a lot 
more than I care to be, but that's all right. It's a just and righteous 
battle. And now that we're in it, we intend to win it.

Mike Alkin: Well, so Jeff, for listeners, I'm going to just frame what Section 232 
is, and why you brought this action, and then we'll go from there. 
So folks, the US is the world's largest consumer of uranium, and 
uranium is the feedstock for nuclear power. Nuclear power is about 
20% of the US electric grid. So one out of every five homes and 
businesses are powered by the nuclear power reactors around the 
world, around the US. And in the US, actually, a lot of people might 
not know that, right, because there's somewhat of a negative 
sentiment towards nuclear power. They think it's a dying business, 
but it's big, and it's a meaningful portion of our electric grid. It's 
central to our power generation.

 The US consumes about 15 million pounds of uranium in its nuclear 
power fleet. Jeff, as the CEO of Ur-Energy, and Mark Chalmers, the 
CEO of Energy Fuels, they brought a Section 232 petition with the 
Department of Commerce, which really is seeking to investigate 
the impact of uranium imports and its impact on national security. 
And the reason for that is if we go back 30 years or so ago, there 
was a large uranium production business industry in the US. You 
fast-forward to today, the US produces about a million pounds a 
year of uranium give or take. So it basically imports, it consumes 
50 ... produces a million ... it imports basically all 99, 98% of its 
uranium.

 As important as one-fifth of the electric grid is and also the Navy, 
many of the ships are powered by the nuclear energy, the thought 
to have imports coming in is something that Jeff and Mark felt 
was untenable. On top of that, it's where it was coming in from. 
Depending on the year, it could be 30, 35, 40, 45% of the uranium 
imported would come from the sphere of influence of Russia. So 
Kazakhstan is the world's largest producer of uranium at about a 
41% share of the overall global market. But in any given year, you 
could see Russia, Kazakhstan, Uzbekistan import 30, 35, 40 plus, 
45% of the uranium. And Jeff and Mark felt as though that those 
imports were harming national security. So Jeff, I'm going to let 
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you take it from there. What drove the impetus to go meet? What 
was the impetus to go meet with Rick Perry? I mean, when did this 
start festering? When did you start thinking about it? And then 
kind of walk us through. Give us an anatomy of the process that 
led up to it.

Jeff Klenda: Well, first of all, we met with Rick Perry it was in July of 2017. 
We did it as collectively as a group, the Uranium Producers of 
America. So there were probably 14, 16 of us in attendance. Rick 
Perry is a savvy energy guy. I mean, whether or not he's meant to 
be a politician, I think you could say the same thing about all of 
us, like I'm good at what I do, but whether or not I'd make a good 
politician, I have a tendency to speak the truth, which by definition 
would probably eliminate me from [crosstalk 00:09:36] ...

Mike Alkin: It eliminates you. 

Jeff Klenda: Yeah. I'd just ... it wouldn't be possible. But I think that one of the 
things that Rick recognized immediately is that first of all, I think 
he was somewhat taken aback and almost to the point where I'd 
say he was in shock to learn that we had become so dependent 
on foreign countries for our nuclear fuel. At that time it was in 
excess of 95%. Of course now, it is approaching 99%. He made the 
statement at least a half a dozen times. This is a national security 
issue. We have got to do something about this.

 One of the things that we talked about in that meeting was the 
fact that Section 232 was probably the venue that we had to use. 
Now just for a little bit of clarity for your listeners, Section 232 is 
a section under the trade expansion act of 1962. So it is something 
that is overseen by federal statute and a national trade act. It 
was put in place at that time. And there are sections 201, 301, it 
depends on the type of action that you're bringing. One of the 
reasons that we liked Section 232 was that it meant that we were 
not going to have to bring some dumping or countervailing duties 
action that would take years and consume tens of millions of 
dollars and have to go through a hopelessly gridlocked Congress 
that is, of course, just paralyzed along partisan lines. I don't see 
that changing anytime soon.

 In this case, because it's a trade action, it is overseen by the 
Department of Commerce. Under federal statute, there are very 
well-defined timelines. In this case, it means that from the time 
we ... the Department of Commerce initiates this investigation, 
which was on July 18th of 2018, they have 270 days to conduct their 
investigation, write their report, and make their recommendations 
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to the President who then has 90 days to make a decision as to act 
or not act or implement whatever remedies he sees as appropriate. 
So in this case, those dates break down to the investigation was 
initiated on July 18th of '18. The end of that 270-day period 
has already been identified by the Department of Commerce as 
April 14th, coming up in just roughly two months. And then the 
president has 90 days after that to make a decision on this.

 I think that we chose the right route. The simple fact of the matter 
is that I'm not so sure that Section 232 was correctly applied in 
steel and aluminum. It was the trade action that was selected in 
both of those cases, and it was used to impose tariffs. One thing 
that I would also emphasize is that we did not ask for tariffs. 
We asked very simply for a 25% piece of the consumption in the 
United States. So to the extent that we are importing now 99% of 
our fuel that we consume here in the United States, and we are the 
largest consumer on the planet, as you pointed out, we now are 
simply saying, "Look guys, you can keep importing from all these 
foreign governments and foreign producers, but what we need to 
do here is we need to come up with a quota that is reserved for 
domestic producers so that we maintain at least a minimal level 
of self-reliance when it comes to producing our own nuclear fuel, 
especially as we are 20% of the base load."

 So this is why we selected Section 232. It's why we selected 
a quota over a tariff. With tariffs serve no purposes. They're 
harming, I think, both the steel and the aluminum industry, and 
aren't necessarily providing long-term contracts to the steel and 
aluminum producers. So I think that we're in a position now where 
this has a very well prescribed timeline associated with it. I think 
this is one where despite whatever you may think about steel or 
aluminum, I don't think anybody disputes the fact that this has 
very real national security implications. Well, that is of course the 
utilities who have become so dependent on our enemies for their 
nuclear fuel, they avoid the national security element of this. But 
Section 232 was absolutely the right venue for us to choose to 
pursue this. And it is also one that has a very narrow timeline. So 
one way or another, this thing is going to be decided no later than 
the first part of the third quarter. So the clock is ticking on Section 
232 very quickly.

Mike Alkin: So Jeff, one of the things about the whole need for a 232 and 
getting to 232, one of the things that has always surprised me 
is, as you know, I run a uranium fund. So I'm familiar with the 
uranium fuel cycle. And when you do your research and do your 
analysis, one of the things that strikes you is you look at the 
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nuclear plant costs, right? It's broken down between fuel and 
capital and operating costs. And if we went back and looked at 
probably about going back to the early 2000s and we said, "What is 
it on a per megawatt hour?" And we went to the WNA and the NEI 
and all these different sources, and we looked at it, and to look at 
what's the total cost of megawatt hour to operate one of these. On 
average, it goes as high as the low 40s and then as low as the high 
20s, but about $36 per megawatt hour.

 And you look at the breakdown and you look at the operating cost. 
With that 36, the operating cost could be in the 21-dollar range. 
The capital cost could be about eight bucks, and I'm averaging over 
these years. And the fuel cost is about seven bucks. But that fuel 
cost, when you do your research and try and understand how that 
seven of that 36 is broken out, and that's about close to 20%, or 
18%, about 40-ish percent, a little bit more than 40% of that is 
actually uranium, right?

 So now you're getting down into the higher single digits, mid 
to high single digits depending on the year of the actual cost of 
uranium to a nuclear power plant. Then you have conversion and 
enrichment and fabrication, with enrichment of that total being 
the biggest portion of it and then fabrication after uranium. But 
you're probably talking 6, 7, 8%, let's say of the cost to operate.

 So Jeff, when we look at that, we say, "Okay, well, here's ..." 
You look at coal. You look at natural gas. The feedstock, the 
actual equivalent, right, coal or gas could be 70, 80% to operate 
one of these. We look and say, "Okay, well, why is it such a big 
deal?" And one of the things that we notice is during periods of 
rising prices, when there's fear of lack of supply, you see heavy 
contracting by the utilities to make sure they can secure that 
supply. And during periods of imploding prices, they're not active 
in the market. And that kinda told us when we did the math, it 
kind of told us, "All right, security of supply is the number one 
thing."

 So if we use that logic, when you're talking about security of 
supply now and we look at where this is coming from ... and we're 
going to talk about AHUG's stance on this, the Ad Hoc Utility 
Group, your opposition in this, they've come out swinging. They 
are being very aggressive, having set up a website, ahuguranium.
com. They have a Twitter account. They put out press releases, 
and they're very aggressive. The thing that they've come out and 
said, "Listen, 500 ... It's going to cost us 500 to $800 million per 
year in increased fuel cost." And as a result, what they're saying 
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is this could put many of the nuclear power plants at risk, and 
because natural gas prices are low, and it's a competing source, 
in some of the states, half the utilities, half the power plants are 
regulated where they'll get a rate increase. The other half are in 
competitive markets where it can hurt them ... the natural gas is 
more competitive.

 So it's tougher for the nuclear power plants. But help me 
understand. Help our listeners understand. Why are they going to 
such great lengths for what ... on the surface, the math indicates 
... and this is publicly available data ... the math indicates it's such 
a small percentage of their costs. What are we missing in that?

Jeff Klenda: Well, first of all, I don't think you're missing anything. I think 
your range is spot on. It's somewhere in between 6 and 8% of 
their total operating cost goes toward fuel. And when we did 
our econometric study that was filed along with our Section 232 
petition, we of course analyzed what the cost would be both to the 
utilities and to the consumers. And when we did the econometric 
study and filed it, we basically came out with a cost that was 
considerably lower than what they responded with. Our cost came 
in at somewhere in between 240 to $300 million per year, and that 
would be spread across the currently operating 99 reactors in the 
United States. And when you're talking about that industry, there's 
just no way to make that sound like a lot of money.

 They came back with an econometric study of their own that I'm 
sure they paid quite a bit of money for, and said, "Oh no, no. This 
is going to cost us $800 million a year." And made, what I thought 
were frankly, some good arguments in there. So what we did is we 
went back and we had the whole econometric study redone, paid 
for it all over again to address their counter arguments. And what 
we came up with was one that we felt was just ... it did everything 
it could to address their arguments in this. We found that the 
average electricity bill of roughly $110 a month would experience a 
.2% increase in their average monthly bill, which would be a cost 
of roughly 20 cents a month.

 So to say that this is going to be a back breaker for them or put 
them out of business ... and when I sat down with Wilbur Ross at 
the Department of Commerce, he asked me straight forwardly. He 
said, "Mr. Klenda, why would the utilities lie to me about this?" 
And I said, "They're exaggerating for effect, sir." He's a person 
who doesn't like to be lied to. I think that the utilities, look, hey, 
I understand they're fighting the difficult battle. I'm not going to 
take this away from them. The reality is, is that they're fighting a 
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harsh competition from the renewables, from wind and solar that 
are receiving massive tax credits that give them just an uneven 
playing field, an unfair advantage over the utilities. And at the 
present time, as you pointed out, natural gas costs are low but how 
long will that last? We had seen very volatile natural gas prices in 
the past.

 So I think that the Utilities are exaggerating the impact on 
them. They don't want to pay one penny extra. And think about 
this, even the reliance, the extreme alliance that has developed 
independency on sources like Kazakhstan, Uzbekistan, Russia 
and they'll deny that China has any impact on this, but China's 
ramping up their enrichment capability, and they have said 
themselves, they would like to be as much as 40 to 50% of 
enrichment consumption in the United States by the year 2025. So 
you cannot argue that they're not a factor, they are a factor.

 I think that frankly if the utilities are teetering on the brink to 
where if a 20 cent increase per average user and in most cases 
where they're regulated utility, they don't pay it, they pass it along 
to the consumer anyway. If they're really saying this would put 
them out of business, then perhaps we really do need to take a 
second look at your nuclear power and maybe they shouldn't be in 
business any longer, because this is really ... The case that they're 
making is one that does not make this a compelling argument for 
their long-term viability. But we have analyzed the numbers on 
this, we've done it inside out, we've taken their arguments into 
consideration and redid the econometric study to placate them, 
and I think that at this point, their arguments are very weak. We 
expect them to fight us, that's fine. And frankly, I would expect 
that the rhetoric is going to do nothing but increase and become 
more severe over the next two months before the Department of 
Commerce issues its final report. So I [crosstalk 00:22:14] ...

Mike Alkin: Yeah, it is a slug-fest right now. I mean, it is really coming out on 
both sides. And we're seeing it. So let me ask you this, I look at ... 
and I am not one that comes out just hammers Russia all the time. 
I study a lot of the geopolitical workings, and it's interesting to me 
in that the one thing I think is not deniable is the use of energy as 
a geopolitical tool. So from a geopolitical standpoint, the Russians 
do use energy as a tool. And one can argue the interactions 
between the Russians and the Kazakhs, and to a much smaller 
degree, the Uzbeks. But why would the ... if security of supply is so 
important to a nuclear power plant around the world and here in 
the US, why would they not want to diversify their stream?
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 Now, they will argue that the majority of their uranium comes 
from allies, Canada and Australia, and also Namibia and Niger 
in the mix as well, but they will argue we've had wonderful 
relationships with Canada, wonderful relationships with Australia. 
So it's really not that big a deal. We can work with the Kazakhs 
and Russians, and in their complaint ... the answer to the 
complaint, their comment that they filed with the Department of 
Commerce, they talked about we've had great relations with the 
Russians and Kazakhs. They've never disappointed us in supplying 
uranium. But why not spread it around? Why not spread it to the 
US a little bit? What's the rationale for that?

Jeff Klenda: Well, first of all, let me make a couple of comments from a 
geopolitical standpoint. I think that the first thing that I would 
point out, which I think is obvious to anybody who picks up the 
newspaper or is at all tuned into geopolitics, and that is that while 
the trade war may indeed be Mr. Trump's, the Cold War 2.0 that 
seems to be heating up between ourselves and the Russians and 
increasing with the Chinese from a trade standpoint is 100% ... the 
trade war is Mr. Trump's but the Cold War is the Democrats.

 In fact, I mean, frankly I'm almost regretting that I didn't vote 
for Hillary Clinton because she'd already have us at war with the 
Russians, and we would've already highlighted all of this and the 
flow of this material would've already stopped and we would have 
been vindicated almost immediately. But I think that at this point, 
to place your reliance on the Russians is [inaudible 00:24:59]. In 
years gone by, there's no question about this. We have received the 
majority of our material ... there was a Section 232 that was done 
on this back in 1988 and 1989. And at that time, it was brought by 
the government itself because we had dropped below 37 and a half 
percent of our consumption was only ... only 38 and a half percent 
was being supplied by the United States. I mean, can you imagine 
that? Now we're at 99% of the utilities are trying to argue it's a 
nonissue.

 At that time, realistically, yes more than 60% was coming from 
Canada and Australia. But today, we've seen not only have the 
Chinese been ramped ... they've been developing assets like Husab 
in Namibia. They bought the Rössing plant from Rio Tinto in 
Namibia. They have control of Langer Heinrich by virtue of their 
massive debt facilities and the primary creditor on that against 
that asset. So they have control. So they effectively have taken 
control of the country of Namibia, and its uranium production 
capability. In addition to that ...
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Mike Alkin: Which by the way for listeners who don't know, Jeff says Namibia 
people might just bypass that, but in the world of uranium 
production, it's the fourth or fifth largest in the world. So it's a 
very meaningful producer.

Jeff Klenda: I think that it's important to understand that when ... right now, 
when the Section 232 was first initiated, remember there was a 
comment period to the public. And during that comment period, 
which ended on September 25th, everybody had an opportunity 
to make comments. And one of the things that the AHUG group, 
the Ad Hoc Utility Group, said themselves was that in the event of 
a crisis event, their term, we would first ... they had two courses 
of action that they'd maintain they would pursue. The first is 
that they would go to the government, and they would ask for 
government to supply them with low enriched uranium. Well, the 
fact is that they know better than anyone else that our government 
simply doesn't have it anymore. We have stockpiles, but the fact 
is that of upwards of 85, 90% of those stockpiles are in need 
of reprocessing. They are not readily usable as nuclear fuel in a 
nuclear power plant.

 Their second course of action was to fall back and rely on our 
allies. Well, McArthur River, the largest production facility in the 
world, happened in Canada and owned by Cameco, the largest 
publicly traded entity in our space. That produces 18 million 
pounds a year. That has been shut down. And it will take a couple 
of years for it to come back online. So that's not going to be any 
help. In addition to that, we've seen Ranger in Australia that's 
going to be shutting down over the course of the next two and a 
half, three years. And you've got Olympic Dam, which produces 
only whatever amount they produce as a byproduct in their gold 
and copper production there at Olympic Dam production facility.

 So the fact is, we can't rely on our allies anymore. And another 
important point needs to be made here, and that is that when you 
shutdown something as large as McArthur River that produces 18 
million pounds a year, that means by definition that if you were 
importing 38% from Russia, Kazakhstan and Uzbekistan over the 
last couple of years, you're now producing ... you're now importing 
from them well in excess of 45% because more than half of that 
material coming out of McArthur River was just coming south of 
the border and coming to the US utilities. As that is no longer the 
case, we have actually increased our dependency over the course of 
the last year because of the shutdown by one of our best allies, the 
Canadians.
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 So I think that their arguments simply don't hold water. They 
are not being as hard-pressed as they would have us believe 
economically, and their solutions in the event of a ... should we 
have a crisis event, are simply not viable, not in today's world. We 
don't have the inventories that could be readily used. And our allies 
are shutting down production because of the challenge pricing 
themselves. So the Utilities are playing a very weak end here in my 
view.

Mike Alkin: Jeff, why do you think Cameco has publicly stated when they talk 
on their earnings calls or conferences, they seem to be not in 
favor of 232. Now Cameco's interesting, obviously. You just said 
McArthur River, the biggest mine in the world, the next biggest 
one is Cigar Lake, which is up in the Athabasca Basin, but they also 
have US properties where they could produce probably 3, 4 million 
pounds a year. Why do you think they have taken a stance that 
seems to be somewhat anti-232 and actually more pro-nuclear 
power plants? What would be their motivation for that, do you 
think?

Jeff Klenda: Well, I think it's two-fold. One I think that it's the occurring favor 
with the US utilities and they have a good relationship there, so 
they want to make sure that they maintain that. But aside from 
that, they want to be sure that if they come out against 232, they 
want to be certain that in the event that Section 232 does come 
across, they have gone on record saying they're anti-tariff. And 
keep in mind, I really have difficulty foreseeing an outcome on 
Section 232 where Cameco, as the largest independent and publicly 
traded entity in the world, would not be the largest winner in a 
Section 232. More than likely, they're going to get some form of 
an exemption as a critical ally to the United States. We don't know 
that for certain, but that would certainly be my assumption. And 
Tim Gitzel, the CEO of Cameco, has come out and said that himself.

 But in addition to that, they've got the largest resources and most 
easily ramped up resources in the United States. Now they're 
downplaying their ability to ramp up production there. But as 
recently as his October webcast for his third-quarter earnings 
report, Tim Gitzel stated publicly that if he were given say 
60-dollar contracts, or thereabouts, that he would be able to ramp 
to 3, 4 million pounds per year, and do it in roughly a three-year 
period of time. 

 So Cameco can be a big part of the solution here. The fact is, we 
need to have a domestic fuel cycle. We need to have domestic 
capability. And Cameco really is in a position where I don't see 
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them being harmed in any way. And really their small property, 
which is their percentage of the Inkai property in Kazakhstan, 
should not be enough of their production to really sway their 
decision-making and cause them to come out in opposition of 
Section 232. I'm going to say it's poor management, and I don't 
think that they have given this proper consideration. I would 
suggest that they do so because actually these guys should be our 
strongest advocates. They should not be in opposition to this. They 
should be advocating for Section 232.

Mike Alkin: One of the questions that one would ask is, okay, you're US nuclear 
power plants, you're US miners, the costs are, by the math, seem 
to be reasonably low.

Jeff Klenda: [crosstalk 00:32:21] ...

Mike Alkin: Yup. So why aren't you guys just trying to figure this out? Sit 
down, get together, negotiate something where each party can 
walk away and be happy with?

Jeff Klenda: Well, I think that there's ... Let me point out a couple of things. 
I think that they're ... despite the fact that this is a Department 
of Commerce action, and it is Department of Commerce by virtue 
of the fact that it is trade action. But keep in mind that this is 
really a three-pronged approach and three-pronged investigation 
here, because it's not just the Department of Commerce. It's the 
Department of Energy and maybe most importantly of all, the 
Department of Defense. They will weigh in on the national security 
ramifications of this. So they will be a big part of this.

 But my feeling is that at this point, the utilities find themselves 
in a position where they simply have to come out in opposition to 
it because they don't want to see increased costs of any form. No 
matter how nominal they are, and no matter ... whether or not 
they really are not an issue, they have to be seen as fighting this. 
I personally think that one of the reasons that they have made a 
much bigger deal of Section 232 than needed to be made was the 
fact ... and I have said this publicly and I will state it again, after 
a year now of fighting this battle, I'm going to tell you something 
that I have learned that I believe is just absolutely irrefutable, and 
that is that the United States Utilities had no intention of ever 
giving another contract to a United States producer for the rest of 
time, or for the foreseeable future.

Mike Alkin: Why is that?
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Jeff Klenda: They have a different game plan in mind, and it does not include 
domestic production coming out of the United States. Sadly, 
what it does entail is virtual 100% dependence on the Russians 
and increasingly the Chinese in years to come, but primarily the 
Russians. And it's a sad state of affairs when our own domestic 
utilities feel that their only chance for survival and low-cost 
nuclear fuel is to go to what has been one of our longtime rivals, 
if not enemies, and certainly cold war foes over many decades. 
And now it's my belief that they fully intend on making this 
nation 100% dependent on Russian material. That's deplorable. It 
is absolutely horrible. It's unforgivable that they should take that 
position.

Mike Alkin: It's interesting, as I mentioned Russia earlier geopolitically, I 
think about Russia and China in this nuclear fuel cycle. As you see, 
the US really does not have a fuel cycle. It's got one conversion 
plant that was shut down because of costs and pricing, owned ... 
the Metropolis plant, owned by Honeywell. The next stage of the 
fuel cycle being enrichment, which is, one can argue, the critical 
portion of it where you can enrich it so it can be used to power 
nuclear power or weapons. It doesn't own, the US doesn't own any 
here in the United States. URENCO, the second largest enrichment 
in the world has some capacity in New Mexico but it's a foreign 
entity.

 But the nuclear fuel cycle is you look at the growth of nuclear 
power around the world, it's very bifurcated between the non-
OECD countries and the OECD. So developed versus developing 
world. Your developing world is where the growth is coming from. 
And China and Russia have used nuclear power as a way to gain a 
toehold in many countries. So they have vertically integrated the 
nuclear fuel cycle. They buy the uranium mines. And neither one 
of them have uranium in any real quantities in their own countries 
that are mineable. So they do have some, but not a lot. So they've 
been forced to go outside. So they own the uranium mines. They 
own conversion, enrichment, fabrication. They will build a nuclear 
power plant. They will finance the plant. And they'll even operate 
it for you for a while.

 The US has really none of that, but yet we are the leading nuclear 
power consumer in the world. We're the leading nuclear weapon 
holder in the world. And having a fuel cycle is so important for 
nonproliferation. So how does that all come into play? Do you 
think while commerce is working through this case ... Because 
it's not only the uranium mining. I mean, if you look at 10X ... 
you and I were both at Monterey in June, 10X being the Russian 
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enrichment company and works part of ROSATOM, the Russian 
atomic company ... there is a ... and dominate the enrichment 
market pretty much. They're a critical player. And if you're at 
Monterey, they felt as ... you got the feeling as though they have 
a bigger plan for what's going to take place. What's your view on 
that whole geopolitical thing, but where 10X and all this sits in all 
that?

Jeff Klenda: Well, I think that this is ... you're now touching on a topic here 
that this is something the utilities do not want anybody to talk 
about. This is really right along with national security. You'll 
notice that in this entire Section 232 argument, the Utilities have 
avoided talking about national security as if it's a third rail. They 
touch this, their heads come off. They don't want to talk about 
this. And they don't want to talk about their geopolitical intentions 
of becoming 100% dependent on the Russians for nuclear fuel. But 
you're right, at the Monterey conference by ... that was held by the 
World Nuclear Fuel Markets on [crosstalk 00:38:20] ...

Mike Alkin: I think that was back in June.

Jeff Klenda: ... June of last year.

Mike Alkin: Yeah.

Jeff Klenda: It was interesting because TENEX is a subsidiary of ROSATOM, and 
their American subsidiary is called TENAM, and its president is a 
guy by the name Fletcher Newton. We both know Fletcher. He's 
good guy, but he is an agent for the Russians. TENEX is basically, 
in their own words, they are the world's ... one of the world's 
major suppliers of nuclear fuel cycle products and services, and 
that they provide those enrichment services for nuclear ... for 
Western type reactors around the world, and that they also tout 
themselves as being an incubator for ROSATOM business.

 Now at this conference, which I found this to be somewhat mind 
blowing to be perfectly honest with you. I'm sitting in the audience 
and honestly I couldn't really quite fully process or believe what I 
was hearing. But what they are simply suggesting is that, look, you 
guys don't need to be engaged in the fuel cycle. You don't need to 
be producing uranium. You don't need to be converting uranium at 
Metropolis. And you certainly don't need to be enriching through 
URENCO. You simply need to rely on your good friends, the 
Russians, because what we intend to do here is that we are going 
to ramp up our conversion and enrichment capabilities. We intend 
to be a one-stop-shop. I take that from ...
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 Now, I'm reading this from the actual presentation that was 
given. They're creating the benefit of one window responsive, 
their words, one window responsive customer support. So in other 
words, we're going to be all things to you nuclear fuel. You don't 
have to tie up capital by buying U308. You don't need to tie up 
capital in the conversion cycle. And all you need to do is come to 
your good friends the Russians.

 I thought what was particularly shameful about this presentation 
was that Fletcher had a couple of plants in the audience that were 
asking questions, "Well, now Fletcher, why should we be so willing 
to depend on the Russians?" "Well, good question. I'm glad you 
asked that." I kid you not. This is precisely the exchange that took 
place. And he says, "All of the Russians, they have demonstrated 
over many, many decades now that all they care about is making 
money for our good friends and partners in whatever the 
commercial endeavor. So rather than you guys freezing money in 
any other parts of the fuel cycle whether it's uranium production 
or conversion, you simply need to trust the one-stop-shopping 
that we are putting in place for you with Russia. They are also 
by the way putting in place distribution and cycles so that now 
you will be able to order directly from them. They will deliver 
enrichment to you, no matter what country you are around the 
globe. And all you have to do is trust it."

 Well, we've seen how that's worked out in natural gas and oil. 
Those countries in Western Europe and Eastern Europe, friend and 
foe alike, have found out what it's like to be on the wrong end of 
a geopolitical issue with Vladimir Putin, and to simultaneously be 
dependent on an energy source from him which he will shut off to 
whatever ... as long as he needs to, to get his way geopolitically. 
But I thought that what I found unbelievable was when he was 
making this presentation to a room full of US Utilities, they're all 
nodding and smiling in approval and agreement of what's being 
said here. So this is ... they have been building large inventories in 
foreign material for the last several years. They're living off those 
inventories right now, because while Section 232 is going on, they 
are not buying in the market. They are sitting on the sidelines. 
They've only come into the market on an as-needed basis. So 
there's a lot of pent-up demand there as they are not actively 
buying in the market, but they had outsized inventories when this 
whole thing began.

 They are of the mind collectively, the Utilities, that the Russians 
will create this one-stop-shopping for them by no later than 2025. 
So why would we ever buy a pound of U308 again? Why would we 
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ever purchase a kilogram of UF6 that's been converted? And why 
do we need enrichment in the United States whether it's owned 
by a domestic corporation or it's owned on a foreign basis? We're 
going to simply rely on our good friends the Russians. 

 So this is indeed the game plan. No one's really made a big deal 
of this. No one has come out and stated it. It's being aired for the 
first time on your program, this podcast. This is the game plan 
that our good friends the utilities have in store for all of us, and 
all we have to do is rely on our good friends the Russians, and 
increasingly the Chinese in the years to come, to provide us with 
all of our needs on a one-stop shopping basis, and we have no 
reason to worry about having the fuel cycle ourselves whatsoever. 
[crosstalk 00:43:31] ...

Mike Alkin: So AHUG, the ...

Jeff Klenda: ... one other issue that I think ... yeah, AHUG ... and I think that 
you've touched on one other issue that's critically important, and 
that is that, look, we already have been ... we've had the State 
Department in Saudi Arabia. We have been telling them that we 
want to oversee their development, just like with Iran. We want to 
oversee their enrichment. We want to make sure that they don't 
overly enrich and ultimately weaponize or brings up to a weapon 
parade any of their enrichment, and we demand to have this right 
with them.

 And already the Saudi's are saying to us, "Look, guys, you don't 
even ... you're giving up the fuel cycle. You don't even have 
the fuel cycle anymore." I'm not saying that what the Russians 
are doing is wrong, I'm saying that we should be doing it for 
ourselves. We are losing our seat at the table. And the most critical 
cost of losing that seat at the table is that we will no longer be 
the primary deterrent to nuclear proliferation that we have been 
for the last 70 plus years since the beginning of the nuclear era, 
and that is something that should be of dire concern to all of the 
Western world and to all of the OECD nations that you mentioned. 

 So that is the game plan. The game plan is dump the fuel cycle in 
the United States. Make the country 100% reliant on the Russians 
and the Chinese, and trust them to be the good guys and absolutely 
reliable business partners that we know them to be. There it is. It's 
been revealed. That is the game plan of AHUG and the utilities.

Mike Alkin: So AHUG, and I mentioned their website, is ahuguranium.com, 
and the domestic producers, which you're part of for Section 232 
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is domesticuranium.org. So people could go see for themselves and 
look at the issues. AHUG put out a fact sheet, that they view as a 
fact sheet. Let's go through a few of these things so that you could 
put your view to it.

 They say false, that China is aggressively expanding its role in the 
global uranium mining market and the rest of the fuel cycle. And 
their answer to that is Ur-Energy and Energy Fuels are speculators 
that want to seek to just pad your profits, and they say China's 
importing uranium rather than ...

Jeff Klenda: Well, that's assuming we have profits to begin with, but that's 
another matter.

Mike Alkin: And they say China's importing uranium rather than exporting it 
to the US and that US utilities purchase no Chinese uranium. And 
they pointed out that Energy Fuels recently told investors that 
China's nuclear program is a positive market development. What 
do you say to those, as they state them, facts?

Jeff Klenda: Well, I'm going to say that there's some truth in this and falseness 
to now to the extent that first of all, the United ... the two 
petitioners, ourselves and Energy Fuels are co-petitioners, are not 
making the case that they are importing uranium into the United 
States. What they are doing is, smartly, I might add, is just like 
India, just like Argentina, just like the Russians, they themselves, 
they are building out the fuel cycle. They're not increasing their 
dependency on anyone. They are building out the fuel cycle.

 So they have entered into long-term offtake agreements with the 
Kazakhs. They have entered into long-term offtake agreements 
with Cameco and with the Australian producers as well, the two 
or three that remain down there. So they have massive amounts 
of imports coming in of U-308. They have developed Husab as 
their own production facility. They bought Rössing. Now they can 
basically take control of Langer Heinrich anytime they want.

 So no, they're not exporting uranium. They are indeed buying 
it, but they're not nearly the buyers that they were before 
because now they have seen to their future needs either through 
development of their own projects or long-term offtake 
agreements with their good allies, the Kazakhs. They are basically 
building out the fuel cycle for themselves and making sure that 
they are reliant on no one. We're going in the other direction.

 And not only that, but most importantly what needs to be 
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understood here is that yes, the Chinese have been 100% reliant on 
foreign sources of uranium conversion and enrichment, but they 
have now ... they've addressed all three of those. They are building 
out new enrichment facilities. So to the extent that they may have 
been purchasing enrichment in the past, they won't be for much 
longer. They will not only see to all of their own needs, but as I 
mentioned earlier, it is their intention to be upwards of 40 to 50% 
of the enrichment market in the United States by calendar year 
2025.

 So they have made their intentions very well known, and nobody 
knows that better than the utilities. And for the utilities to act as if 
the Chinese are non-players in the uranium space and all elements 
of the fuel cycle is not just disingenuous, it's just ... it's a lie. They 
know better.

Mike Alkin: And the other thing they go on to say is uranium purchase 
represent a percent of the operations according to the domestic 
producers, which we talked about. And they talk about the 5 to 
$800 million in annual cost. It's going to stress the plants 100,000 
direct jobs, 475,000 indirect jobs, and that 25% uranium quota 
only benefits Energy Fuels and Ur-Energy, foreign investors, 
which leads to my next point where they bring up Energy Fuels 
and Ur-Energy are not US companies. They say they're wholly 
owned by Canadian corporations, and they point to Energy Fuels 
10K where it says, "We are a Canadian company." And it says that 
Energy Fuels and Ur-Energy resell foreign uranium to US utilities 
at 50% profit margins, while claiming imports threaten national 
security. Now what's your response to that?

Jeff Klenda: Well, my response to that is that we founded ourselves as uranium 
companies originally back in 2004, we did as Ur-Energy. Actually, 
Energy Fuels has been around for a long time. I can't speak to their 
genesis. That's something that goes back much further than I have 
knowledge of. But with respect to us being a foreign company, 
the fact is that we are headquartered in the United States. All of 
our employees are in the United States. The only office we have 
in Canada is at our lawyer's office, so that we maintain that for 
listing purposes.

 In fact, we have considered in the past whether or not it really 
is of value to us to maintain a foreign listing in Canada. For us 
individually, 65% of our shareholders are in the United States. 
Another 20 plus percent are in Europe. And actually we're down 
to about 15% of our shareholders are in Canada. More than 90% 
of our share's trade in the United States. So we're headquartered 
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here. We have all of our properties here. We have all of our 
employees here. This is, once again, an attempt by the utilities to 
throw the market a curve ball and make it sound as if we're being 
opportunistic here, and the reality is we're not. We're trying to 
stay in business. And as I said to the utilities, you guys may have 
to pay a little bit more incrementally. It's gonna be next to nothing 
for a pound of uranium or your fuel in general, nuclear fuel in 
general.

 For us, it's a matter of being able to stay in business. It's not 
just about whether or not two very small companies can stay 
in business ... and by the way, there are no profits. This isn't 
some blood lust or some thirst for profits and profitability and 
opportunism. The harsh reality is that the whole industry is 
dying. There's only two of us left in the United States that are 
still producing. Cameco would not have shut down all of their US 
operations if they could still be producing at anywhere near today's 
prices, or if they had long-term contracts.

 The Russians in their Willow Creek facility in Wyoming, they 
would not have shut down. There are others that have shut down 
as well. We're the only two remaining. And if Section 232 is 
unsuccessful, the utilities are going to get their wish. And the fuel 
cycle in the United States very likely will go away. And then we're 
all going to find out what kind of a price we get to pay for that. 

 And the sad part is that if that crisis event actually ever does occur, 
and first they go crying to the government, then they go crying 
to our allies and they find that there just isn't any sourcing for 
material for them to keep their nuclear power plants running, 
they're going to find out what kind of danger they really put us 
all in and how vulnerable we really are. But I guarantee you, there 
won't be a one of them that takes responsibility for it. And that's 
the sad part. They're playing a very dangerous game here with 
their livelihood of the grid, in the electrical grid in the United 
States, which by the way, we know that the Russians have hacked 
into more than once over the last five years. So these are the 
reliable partners that we're counting on.

 But the sad part is that these utilities, they don't want to touch 
the national security issue here. These is the third rail. They just 
cannot go near. So they want to keep obscuring the facts on this. 
They want to distort the statistic for the purpose of obfuscating 
the real issues here. And the real issue first, foremost and lastly is 
national security, but they don't want to touch that.
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Mike Alkin: When all of this is said and done and the smoke settles and there's 
a ruling one way or the other, I'm still going to be left not fully 
understanding the whole reasoning for all this because I've gotten 
to know fuel buyers, and they're extremely bright people. They're 
good people. They're conscientious people. They're hard-working 
people, right? Off the charts, smart.

 So on the surface, I get the number that's put out there, 5 to 800 
million. Yes. But again, you break it down into context and what 
does that mean and in terms of the overall operating cost. And 
yes, it is very difficult and they have done a ... You know, Jeff, I 
spoke to a group of them at the NEI Conference the end of October 
and I said, "Kudos to you all. You have done a very wonderful job 
for what you've done during the last several years, holding out to 
the market." And I said, "Globally, the uranium miners should be 
ashamed of themselves for increasing all this production during 
the downturn and pumping it out like there's no tomorrow."

 But unfortunately the cost or such for uranium miners where it's 
getting ... the price has to rise, A, all of these new projects that 
are in the pipeline will never see the light of day under 50-dollar 
uranium. They just won't get financed. Nobody will do that. And 
B, the ones who are producing are going to have to make very 
difficult decisions as contract books roll off where they were 
protected by higher pricing. I said, "So, great job to you."

 But I feel like there's something that's just ... it doesn't make 
sense to me because even if it were 15% and not the 8%, it's not 
the 70 or 80% that they're running with coal and natural gas, but 
they're digging such a line in the sand. And like I said, they're 
extremely bright people. So I feel like there's something that I'm 
going to miss on there. One thing I wanted to ask you was one of 
the risks I think as this evolves, because the DOC, the Department 
of Commerce, could recommend ... they could say no, like they did 
in '89, or they could say, "Yeah, we think something should be 
done" and make a recommendation to the president, but then he 
could do whatever he wants with it.

Jeff Klenda: That's right.

Mike Alkin: So when it gets to his desk, people think of him as Tariff Trump. 
Talk about the risk of tariffs to what you guys are trying to 
accomplish?

Jeff Klenda: Well, I think that first of all, first, it should be stressed that in our 
petition that was filed in January of last year, we asked for a quota. 
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When you think about it, seven of the last eight years prior to that, 
the United States had imported more than 50 million pounds a 
year, in seven of the last eight years. So when you're talking about 
a country that's consuming somewhere in between say 50 and 55 
million pounds a year and you're importing 50 million pounds a 
year, you can't ignore that.

 I think that it puts us in a position where we just ... we've develop 
this incredible dependency. Right now, if you were to put a tariff 
on that ... right now you're talking about virtually 100%. So this 
last year, for 2018, primary production of uranium in the United 
States was 830,000 pounds. Now, we put the total number of 
primary production in the United States as 1.4 million pounds, 
but 600,000 pounds of that was secondary feed, it was secondary 
processing. So it was something that was already produced, but 
was being reprocessed. So we only produced 830,000 pounds in 
the United States. Next year, it will be well under 500,000 pounds. 
This is the lowest level since 1949.

 So we're in a position right now where you ask yourselves, how 
could we have possibly allowed ourselves to get into this position? 
I think that one of the things that's critical to remember is that 
ever since Fukushima, which has now been eight years come the 
11th of next month, we are ... this has been a market that has been 
in chaos and in crisis and we have been declining. Why would 
the Kazakhs have been ramping up production to a record level 
during this time when they are clearly ... the prices are dropping. 
I mean, we get it. They're making the case that they're not being 
subsidized by their government. Well, they are, but they also have 
incredibly cheap labor, no environmental standards, and they have 
a currency that has lost more than 90% of its value in the last four 
to five years.

 So they get to make pounds in Tenge, and then sell them in 
dollars. No country would have been doing this that was a ... 
No for-profit corporation would have been doing this. And no 
sovereign country would have been doing this that hoped to remain 
solvent. So you have to ask yourself, "Why would they be doing 
this?" And they were doing it for geopolitical purposes. If tariffs 
are applied to ... as a remedy, and if Trump is, if he is indeed 
Tariff Trump, and maybe the recommendation is for quotas but 
he decides that he wants to go tariffs anyway, that means that the 
utilities are gonna have to pay massive tariffs on 99% of the fuel 
that they are consuming. That would be a very harsh burden for 
them to bear.
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 When you take a look at the alternative, and that is that, okay, 
we've been importing 50 million pounds a year roughly seven out 
of the last eight years, 25% of that would be about 12 and a half 
million pounds. All we're saying is let's ramp up and let's produce 
12 and a half million pounds in this country, give us long-term 
lifeline contracts for the next 10 years that preserves the fuel cycle 
here in the United States. That cost is a fraction, a small fraction of 
what those tariffs would actually mean to them.

 So we don't want tariffs any more than the utilities do, but we 
don't get to make that decision. We can make the case to the White 
House that that should not be the determination, but at the end of 
the day, it's the President that is going to make that decision. So 
in a way, I guess you could say politics and trade actions make for 
strange bedfellows, but we and the Utilities are somewhat united 
in the idea that, "Okay, if there's going to be an outcome to this, it 
needs to be quotas." And we would agree with them on that. That's 
why we suggested quotas to begin with because we wanted to come 
up with some sort of a solution that keeps the fuel cycle alive, 
maintains our seat at the nuclear table globally, and allows us to 
again assert our democratic values in terms of nonproliferation, 
and do this in the least harmful manner possible to the US utilities, 
and that is quotas.

 So strangely enough, what we are hearing, I think that the utilities 
would like to sit down. I think they would like to have discussions 
with us. They have asked the Department of Commerce for that. 
They have been rebuffed. Commerce has not allowed it to date. 
That doesn't mean that they won't, but they have not allowed it 
thus far. But to the extent that we are able to sit down with them, I 
think we would find ourselves in agreement that quota needs to be 
the outcome here.

 Now the wildcard is going to be the Department of Defense, 
strangely enough. Because they're not going to look at this in 
terms of just, "Well, is it 5 million pounds that we need to be able 
to produce? Or is it 10 million pounds?" They're going to look at it 
in terms of infrastructure. How many of these conventional plants 
should we have? Should we have two conventional plants? Should 
we have three conventional plants? How many of these ISR in such 
a recovery facilities are needed for national security? Should it be 
eight? Should it be 10? Should it be 12?

 And even if we're only running at 40% capacity, it makes more 
sense because then we give ourselves upside. And if that crisis 
event ever occurs and that fuller material is faulted, coming in 
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from Russia, then all of a sudden, we've got not only the ability to 
produce 25% and we're already doing it, we've got excess capacity 
as well. 

 And that's one other thing I would point out, this is a new problem 
on the geopolitical stage, and that is Venezuela. We have now 
imposed an embargo on Venezuela for all of their oil sales and now 
they are looking to the Russians to go ahead and be able to export 
their oil directly to the Russians and receive payment for that and 
do it as a workaround to US sanctions, in this case in the form of 
an embargo. And this could bring us once again into direct conflict 
with the Russians over sanctions [crosstalk 01:01:53] ...

Mike Alkin: Well, also I mean in the news in the last month or so, you see the 
Russians want to put some strategic bombers at a military base in 
Venezuela.

Jeff Klenda: Yes, they have. They have been doing so. So they're not staying 
out of this. They're telling the United States to get the heck out 
of Syria. They are increasing their presence in Venezuela. This 
is becoming an increasingly volatile situation, and to the event 
that the Russians assert themselves, want to assert themselves 
and their ability to trade with the Venezuelans and take that very 
heavy crude that comes out of there. We're going to have to make 
a decision. Are we willing to fight the Russians over this? And if we 
do fight the Russians, how much longer does this nuclear fuel keep 
coming in the door?

 So this isn't something that may be a problem in a long, 
undefinable, distant future. The fact is that we have very real 
serious geopolitical crises taking place around the globe right now 
which may bring this thing to a head very, very quickly. And these 
things are all very well known. This won't be a black swan when 
it happens. So the Utilities can't act as though they're surprised if 
something like this actually halts the flow of this material. So this 
is [crosstalk 01:03:07] ... just one more thing to consider.

Mike Alkin: Yeah. If there were to be a ruling or an agreement that you are able 
to work out with the utilities and it would be for something other 
than a million pounds, and, pick a number, 5 million, 7 million, 10 
million, but if let's say you got everything you want at your side 
and it was 25%, that's 12 million pounds. The US hasn't produced 
that in forever. Well, I say forever, but for a really long time. Walk 
us through a roadmap of how the US, and what a timeline looks 
like to be able to produce that amount of uranium.
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Jeff Klenda: Well, I think that's a great question because it's one that's not 
getting enough airplay, you might say, right now. And then there's 
a lot of nuances about ramping up that production, that frankly 
the financial community is doing a very poor job of asking the 
questions around. And first of all, I think you're absolutely spot on. 
We have not produced that amount in many years. In fact, I have 
a bar chart in my own PowerPoint that shows US production over 
the course of the last 20 years, and the highest level of production 
that we were at was 15 years ago, 17 years ago, and it was a little 
over 6 million pounds a year. But the fact is that we do have a lot 
of shutting capacity. And the EIA just came out with their fourth 
quarter report, that's a division of the Department of Energy, and 
they just came out with their fourth quarter report. And again, 
they identify the build out capacity for production in the United 
States at 36 million pounds.

 I think you and I both know that that's an absurd number. We're 
not going to get anywhere near that. I think as I took a red pen 
to that, my feeling is that could we get to 36 million pounds? 
No. Nowhere near it. Could we get to half of that? Yes, we could. 
There's a lot of shutting production in the United States. And the 
infrastructure is already in place. Can it be flipped on like a light 
switch? No, it cannot. I think that what you're going to need to see 
is that even if you can come to an agreement on quotas, this would 
not be immediately painful to the utilities in any way as it would 
call for a ramp up over probably a three to four year period of time 
if you're being realistic.

 I think that this is something that the utilities once again as they 
are ... as they are just crying about how this is gonna put them 
out of business and so on, even under a quota scenario, the impact 
of them is almost nil to begin with. They're giving out a few 
contracts at slightly higher prices than what they're paying in the 
aggregate right now. Then that ramps up over a three or four year 
period of time.

 I think that there's probably a half dozen companies here in the 
United States that have thrown their hats in the ring and feel 
that they could ramp up to at least a couple million pounds a year 
over the next three or four years. I think that that's realistic. If 
we were to get a 25% quota and we were ... and the bogie was 
that we wanted to get to that 12 and a half million pounds a year, 
could we do that in a three or four year period of time? My answer 
to that is absolutely we certainly could. But I think that as you 
would appreciate as a fund manager, I've been seeing this now for 
the last two or three months, the financial community is really 
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missing the critical element of this. Nobody's asking the right 
question and the right question is ...

Mike Alkin: Yeah. What's it gonna cost?

Jeff Klenda: What is the cap X? What is gonna be the cost? And it's more than 
that. It's more than just saying, "Okay, it's going to cost me X 
number of dollars over a two or three-year period of time to ramp 
to 2 million pounds a year." Do you have all of your permitting and 
licensing in place? Has that all been taken care of? Has that been 
done? Have you put yourself in a position where ... Have you seen 
to the big three? And the big three are manpower, electricity and 
chemicals. And you have to have long-term offtakes on both the 
electricity and the chemicals. Has your company done that? Where 
are you going to get the manpower, because look, these guys 
have not ... they're not sitting around, just waiting for a call from 
the uranium producers hoping they're going to go back to work 
someday. They're working in the oil patch.

 What about the long lead time items, the ion exchange columns? 
Under normal circumstances, that's 12 to 15 months to get those 
in. Do you have your consultants in place that would need to be 
... How about all your permits and license? Have all the Ts been 
crossed, the Is been dotted? Not only that, is your plant design in 
place? Are you ready to commence build out? And not only that, but 
you have to demonstrate that you have monitor well rings in effect 
basically monitoring the flows of fluids around your proposed 
production area. Have you been running your monitor well rings? 
Are they in place? Have you been gathering that data for the 
regulators? And finally, what about drilling? I mean, it's not like, I 
mean, yes, oil and gas prices have been down. I know you're very 
well acquainted with the oil and gas industry, Mike.

Mike Alkin: Yeah.

Jeff Klenda: You take a look at it and just take a look at the metal that's been 
laid down. If you had a half a dozen uranium companies that all 
wanted to ramp up production at the same time, I would submit 
to you that the drill rigs do not exist to be able to do that. What it 
really comes down to is what kind of preparation have each one of 
these companies done? It's going to take a ramp up period. I can 
tell you this, that we as a company, we figure we can ramp our 
Lost Creek facility up to a million to a million and a quarter pounds 
production rate and we can do it in less than a two-year period 
time, and the cost will be about $15 million.
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 Our Shirley Basin project, we have to build out a satellite plant 
there, and build out the well field. We're almost fully permitted 
on there right now. We'll still do it in right at two years period of 
time. That's another 25 million. So for me, it's a 40 million-dollar 
price tag. That's my cap X. I've got it modeled in excruciating 
detail. We would likely look to the state of Wyoming for industrial 
revenue bonding once again. We have inventories that we've been 
building that we would be able to sell into a higher price market 
so that we would be able to fund some of that ramp up, and lastly 
we'd look to the capital markets.

 But I can tell you this from my peers, nobody can produce at a ... 
can ramp up their production to 2 million pounds a year faster 
than I can. No one can do it at lower cost. And no one can do it to 
least amount of damage to their shareholders than we can at Ur-
Energy. That is our great advantage. 

 And for all of those fund managers out there that are making a 
play on Section 232, I know that every good fund manager asked 
the question, "What is it I'm not getting? What is the question 
I'm failing to ask? What is the key component here that could 
really scuttle all of this?" And I would say submit to you and your 
listeners that the biggest problem and the thing that's not being 
asked right now by all of the financial players, whether they're 
investors, analysts, or the bankers involved, is what is the cap X? 
What's it really gonna cost? Are the capital markets gonna be open 
to you? Have you done all of these other things that are ... that you 
must do in preparation? How fast can you do it? And what is gonna 
be the pain to your shareholders in doing this? What is going to 
be the dilution for your shareholders? Nobody's asking the right 
questions right now, and they need to start.

Mike Alkin: Couldn't agree with you more. It is. Well, because a lot of 
companies play the pounds and ground game, right? We ... 

Jeff Klenda: [crosstalk 01:10:37] ...

Mike Alkin: We went out and bought some shitty assets and we got a lot of 
pounds in the ground, and our EV, enterprise value, per pound 
in the ground is low. Okay. But how many are those pounds are 
actually going to come out? And how many of those pounds are 
economical? So I think it's something people need to be really 
focused on.

Jeff Klenda: Well, and it has been distorting valuations for many years. And 
don't get me wrong, I'm not going to completely throw the 
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analysts under the bus here, because quite frankly, if they were 
really trying to do a discounted cash flow model and really analyze 
the uranium space based on real fundamentals, that is cash flow 
earnings, potentially profits, and all of those mundane things that 
nobody likes to talk about anymore, they would be only analyzing 
two or three companies. The reality is that they have to evaluate 
everybody on a very flawed metric, and that is these whole pounds 
in the ground thing.

 One of the things that's going to ... and this is something that I 
think everybody needs to understand about our space is that when 
Section 232 is successful, not if, when Section 232 is successful, 
we are going to go from being a pounds in the ground fantasy 
and fiction marketplace to a very fundamental facts and figures 
marketplace in a hurry, and I mean overnight. So this is something 
that, to anybody who's really taking a look at this, you better be 
prepared for that, because the utilities, as you pointed out, you get 
to be an upper-level executive with the US utility. You didn't get 
there by being stupid. These are all very smart ...

Mike Alkin: They're smart people.

Jeff Klenda: ... people.

Mike Alkin: Yeah.

Jeff Klenda: They understand the industry extremely well. And you go to these 
guys and say, "Hey, I've got a conventional project over here that 
has 50 million pounds," and they're going to look at you like 
you're nuts. They couldn't care less. They're going to care about 
what you can produce in what timeframe, what the cost is going 
to be, and when they can take delivery. And you better have some 
good answers to that. So they're not going to be just handing out 
contracts to anybody that raises their hand and says, "Hey, I can 
produce too." It's not gonna work like that.

 So I think these are critical issues that the financial community 
is not paying attention to, but as we get closer and closer, these 
are things that are going to be better and better understood. And 
it's better you understand it now than wait two months before 
everybody ... while everyone under ... and by then, everyone will 
know. So [crosstalk 01:12:59] ...

Mike Alkin: You just said 1232 is successful. I've known you a while now, and 
you're not just a plan A guy, you're a plan B guy and a plan C guy. 
You're always planning for something, which is great in how you 
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think about things, like a good executive should. So let's say 232 
isn't successful. As I view the world, there's a shortage of uranium. 
As these contracts come rolling off of the utilities and ... and I 
don't care what the official, quote, numbers say. We view there to 
be a deficit formed and going to continue to be out there.

 All of the uranium miners will benefit, because they're going to be 
buying our view as hand over fist, and they're going to have to, to 
meet the demand that's developing around the world when you've 
got these 56 reactors starting to hit the grid and the consumption 
they use on the initial fuel loads. And people lose sight of the fact 
that 2027 in uranium years is around the corner when it comes 
to Cigar Lake winding down and 18 Million Pound Mine and other 
uneconomical projects. So we view the price of uranium has to get 
up there.

Jeff Klenda: [crosstalk 01:14:06] shutting down others, yes.

Mike Alkin: Right? So how do you ... if it's not successful, ultimately you still 
can have a very viable business. How do you think about that?

Jeff Klenda: Let me lay out two scenarios for you. The first one is let's assume 
that Section 232 that Wilbur Ross and his team and the folks over 
at energy and defense decide, "Hey, it is A-Okay with us. And we 
think this grand game plan by the Utilities to be 100% dependent 
on the Russians, and that one-stop shopping for all things EUP is 
just a great, dandy plan, and so we don't need to do anything," and 
Section 232 fails.

 Well, first of all, you need to remember that the utilities in the 
United States, the largest consumers on the planet, have been 
out of the market for the last year. By the time April 14th comes 
around, they will have been out of the market pretty much for 15 
months. That's a lot of pent-up demand. My feeling is that spot 
goes from the 29-dollar level where it is right now to probably 
about $40 a pound. So I think that that's something that does 
benefit the entire industry. And I think that that has to happen 
because there's just gonna be that pent-up demand. They have to 
come into the market. And our traders have said to us, "Look, if it 
weren't for Section 232, we think we'd already be at $40 a pound."

 That's a failure scenario. In a failure scenario, spot price probably 
still spikes to $40 a pound or greater. I've got inventory I'm sitting 
on, so I can sell that into that market, and I buy myself a lot of 
time, and we have a strong cash position. So that's the worst 
case scenario is that we probably see prices spike to $40 a pound 
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because of all the pent-up demand, and the utilities that have been 
sitting on the sidelines.

 In the event that we are successful, scenario number two, we are 
successful in Section 232. Let's say the commerce comes out and 
they say, "Okay, 20, 25%, that is going to be the quota." Defense 
is satisfied that that keeps an adequate amount of infrastructure 
in place to see to it that we could ramp production to be at least 
minimally self-reliant, and to get by if we absolutely needed to 
and that crisis event were to occur. I think that we see a bifurcated 
market that develops as a result of that. US would be characterized 
by higher prices as seen in long-term, life-sustaining contracts, 
probably 10-year contracts. And that would be for United States 
producers.

 Outside of the United States, I could see where short-term there 
may be a little bit of bump in pricing but longer-term, in my 
view, prices have to come down. And that means that all of the ... 
everybody outside of the United States will be subject to a lower 
price, and I think could be very well go back down to those low 20s 
once again and find themselves in a position where you can't ... 
The Kazakhstans of the world can't just dump into the US market, 
but there's a point that needs to be made here, and that is that 
while the utilities have been saying, "Oh, it's going to cost us so 
much money if I have to buy this 25% domestically at a higher 
price. Look what it's going to do to me financially."

 What they are conveniently leaving out of the discussion is the 
fact that those lower prices that are going to manifest themselves 
globally are going to be what they are going to be taken advantage 
of because who's going to benefit most from the lower prices 
globally? Well, it's going to be the largest consumer on the planet, 
and that's the United States utilities. So while they might pay more 
for the 25%, they're going to pay less for the 75%.

Mike Alkin: And to your point though, and this is what I said when I spoke 
to them, kudos, great job, but the economics of mining are the 
economics of mining. So take the Kazakhs out with their 40% 
share and that devalued Tenge, right, and which has helped them. 
But if that scenario, plan B, worked, if 232 were successful, and the 
bifurcated market did, and if you're correct and you see that going 
down to the non-US market, to the low 20s, you'll see massive 
production cuts because the other guys can't survive on that, 
which then drives the pricing higher again. 

 So ultimately the price has to go back higher to where it's costing 
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the average global miner, and then some, with an incentive 
profit to get back higher. So I don't see how you can get out of 
paying what has been incredibly low prices that are well below an 
incentive margin for the guys who produced this stuff to make it. 
Ultimately, it's got to get back there.

Jeff Klenda: And you and I both know the old song in the marketplace, the cure 
for low prices is low prices.

Mike Alkin: Yeah. Absolutely.

Jeff Klenda: If you take a look at it and you take a look at the Kazakhs, and as I 
... the point I made earlier, no sovereign entity that hope to remain 
solvent would have been ramping up production during the time of 
falling prices. I mean not just falling prices, cratering prices, they 
were causing it. They were engaged in textbook dumping, selling 
at 4 to 6 to 8% under the market the entire time that they were 
ramping up production for the purpose of hammering down prices 
and grabbing market share for geopolitical purposes. That is what 
they were doing.

 But in the event that Section 232 is successful, all of a sudden, they 
find themselves in a position where, gee, they're going to have to 
actually become a real market-based economy, and they're going 
to actually have to suffer the slings and arrows of rising and falling 
prices out there in the market, and they are uneconomic under $20 
themselves, so they can't play this game of undercutting everybody 
else with the support of their government and their devalued 
currency for geopolitical purposes any longer. They're going to 
have to cut production and ultimately those cuts in production will 
result in shortages and then all of a sudden, prices rise. And now 
all of a sudden, you've got a market that's back in equilibrium 
again and is a healthy functioning market once again. 

 But something has to give, and I would suggest you then your 
listeners that the catalyst needs to be Section 232. It's the only 
thing that will cause the Kazakhs to play this game right and to 
play it straight. I think that it will balance the markets around the 
globe. There's gonna be a little pain and suffering along the way, 
but ultimately, it'll balance the market.

Mike Alkin: Well, Jeff, as always, very enjoyable and enlightening conversation 
when I speak with you.

Jeff Klenda: My pleasure.
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Mike Alkin: I love your energy and your passion for this. And even if you're 
not the most popular guy anymore at one of these conferences ... 
because the seas part when you walk past the utility buyers, so ...

Jeff Klenda: Well, hey, you know what, no, I will say this, I will say that when 
we sprang this on the Utilities, I had utilities coming in and we 
said, "Hey, look, just get it over with. Yell and scream at us all 
you want." Because we filed it the night before, right? So the next 
day, I've got a day of meetings all day long, started at 8 AM, went 
till 4:30 in the afternoon. One utility coming in about every 45 
minutes. 

 And I love that because, man, I was pretty beat down by the end 
of the day. I have one guy that comes in, big buyer, big player in 
the industry. He said, "Jeff," he said, "we've known each other for 
years." And he said, "Look," he says, "I understand why you had 
to file this thing. You had to do it to stay alive. You understand 
why I've got to fight it because I've got to fight for every penny." 
He said, "Now that we both understand each other," he said, 
"Screw it, let’s just go get a beer." So I'm hoping that that will be 
the ultimate outcome with everyone.

Mike Alkin: That's great.

Jeff Klenda: I'm praying for the, "Screw it. Let's just go get a beer."

Mike Alkin: Nothing wrong with that. Hey, it was great talking. I'll be in touch 
soon. 

Jeff Klenda: You bet, Mike. Thanks so much for having me once again.

Mike Alkin: Thanks, Jeff. You bet, buddy. Take care.

Jeff Klenda: All right. Cheers.

Mike Alkin: I hope you enjoyed the conversation with Jeff. He is an absolute, 
I find, a breath of fresh air in the world of corporate chieftains. 
Jeff absolutely speaks his mind. You can agree with him, you can 
disagree with him, but he shares his views. I don't think he would 
make a great politician because he says what he's thinking, and I 
find that incredibly refreshing. So again, agree with him, disagree 
with him, place great emphasis or don't place great emphasis, 
that's up for you to decide, but I wanted to bring Jeff on and share 
his views.

 Like I said, I have reached out to the AHUG, the Ad Hoc Uranium 
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Group. And if they want to come on, they have an open invitation 
to come on and discuss it. So we'll see. It's always good to bring 
both sides. But hope you enjoyed it. And we'll be back next week, 
this coming week. I have a scheduled guest that is a very well-
known person in the world of nuclear advocacy. His name is Mike 
Shallenberger. Mike will be joining me. He's scheduled to come on 
the podcast. Monday, there's a holiday, so we're going to do it on 
Tuesday. As long as all of our plans go according to plan, he'll be 
on the podcast on Tuesday. So that should be a really interesting 
conversation that I have with him, and I'm looking forward to it.

 So hope you have a good weekend, and see you next week. Thanks.

Announcer: The information presented on Talking Stocks Over a Beer is 
the opinion of its host and guests. You should not base your 
investment decisions solely on this broadcast. Remember, it's your 
money and your responsibility.
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