The Alta Mesa Project
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Alta Mesa Facility at dawn



New Project Challenges

 Permitting and Licensing

 Avallablility of Trained Personnel
— Experienced Workers
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. Located in Southern Brooks County, TX

. Approxmately

110 miles. SW Corpus Christi
« 60 miles N of IVIcAIIen

« The Alta Mesa uranium property was dlscovered 30 years ago.

* From the mid- 70’s through 1999;-four previous [eSsees conducted
exploration.drilling and started permitting process. -

e 1999, Mestefa Uranlum LLC was formed to develop the project.
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The Alta Mesa Project

Newest ISL Uramum Recovery Facmty

South Texas geology, characterized by: |
g — Sedlmentary formations with extensive oil and gas productlon
- [ Slgniﬁlcant faulth resultlng in source of geochermlcal gettmg
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The Alta Mesa Project

e Licensing and Permitting (1999 — 2004)

* Project Development Commenced August 2004
— Installation of Monitor Well Ring
= Installation of Disposal Well
— Commencement of Wellfield Development

. Plan} Constructlon commenced January 2005 g

—
=

‘-' Commermal Operatlons started October 28, 2005

F|rst shlpment of yeIIowcake product in January =
2006
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* Provides the greatest unce’rftf Inty to the timing of
the startup of a new project!|

e All ISL Uranium Recovery F\?ﬁ
required to obtain the followil

/
(In Texas) [\
= Radloactlve I\/|ater|als Llcém}_'

Wellfield DEVEIDPMENT - - i o i s



UIC regulatigns
Dual Regulation
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PR DRINKING OR USING
8l T0BACCO PRODUCTS
INTHIS AREA
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Getting Started

— Material shortages

— Steel for superstructure
— Concrete and cement

. mdmg equipment

;Lead times exteﬁ?ed during

o Steel pressure vessels (sandfllters)v had Iong lead times.

— To address the lead time issues
~« Multiple supply sources
i Materlal substltutlon polyethylene tanks rather than fiberglass.
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Construction Challenges

* Prepare for the! uqe Xpected
. Impacts of three huwrlcanes
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. Impéctéd fuel supplles and costs

“» Shortage of building materials (principally for metal buildings)
~« Significant delays in equipment as normal transit was disrupted.
— Rita

 Mandatory Evacuation

» Loss of manufacturing base for poly-ethylene piping ‘ 1

» Gulf Coast refineries (bulk chemical sources) | |

» Material shortages and supply source loss mandated process changes
and adjustments operatlng requwements
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Wellfield Development

« At Alta Mesa, 10 drill rigs are currently in use.
— All are owned and operated by 3 Party Contractors.

— Drllllng costs increased during 2004 and 2005,

. Drilling costs increased by 20% driven by increased fuel,
insurance, and labor costs:

* Higher costs are creating additional cost increase pressure.
- Magarlal costs for wellfield |nstallat‘|_ancreased
~ overall by almost~

5% through 2005 i
— Portland Cement (over 60% iIncrease)
T O Caslng (over 30% increase)
‘ Ing (over 50% Increase)
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ﬁurrhg constructron srgnrfrcant and unantrcrpated
co$t rrncrease occurred.

e Foundatron and superstructure constructron costs
negrlydoubled ‘

- Cdnr:rete dhortages and cost increases
~ $teel prrr:es |

w ma rraI co§t increases (copper)

upplie limitations

“lec rrpal jnﬁtallation Costs almost tripled.

Ins tallatrbn of Tdﬂrtronal motor controls to accommodate
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- The greatest uncertainty for a new project is the licensing
- and permitting process.
— Regulatory certainty is a key factor in project planning.
— Timelines for approval are too dependent on factors outside of
operators control.
'» Resources such as experienced personnel and tramed
. contractors are a valued commodity. |

Old assumptions of relative cost stability during constructlon
a d operations no longer hold. |

i 0 tk ontlngenC|es should be re-evaluated for being too

en |y product prlces are staying ahead of production
reases. |
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