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The New Democratic Party adopted the following resolution at its
1983 Pravincial Convention.

Be it resolved that the NDP oppose further expansion of
uranium mining in Saskatchewan until problems of reactor
safety and disposal of radioactive wastes are solved and until
such time as meaningful safeguards to prevent the diversion
of uranium into nuclear weapons are in place; and

Be it further resolved that when we resume office, we
undertake an accelerated phase-out of existing contracts and
that any financial gain from these contracts be directed
fowards restoration of the environment and the development
of alternative job opportunities for northerners and uranium
miners in order to decrease hardships that this phasing out
will create.
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Proposed Principies on Which The Phase-out of Uranium
Mining Will Be Based

165 The phase-out of existing uranium mines will be conducted
in such a way that no current employee of a uranium mine at its
time of closure will become "unemployed" as a result of the
phase-out. All workers at a uranium mine being shut down will
be guaranteed alternative employment with transfer of employee
benefits. Approximately 1500 persons are employed in uranjium
mining and of those approximately 450 are northerners and the
remaining 1050 commute from southern Saskatchewan
communities,

New jobs for northerners and for residents of communities such
as Prince Alberta, Nipewin and Big River will be created
through a major initiative in intensive forest management and
reforestation in northern Saskatchewan (see section on forestry).

New jobs will be created in the development of mining
operations for other heavy metals in northern Saskatchewan
such as lead and gold. Jobs for northemers will be created
through a large number of other new measures including a new
northern housing program; the establishment of a vocational and
professional services institute in northern Saskatchewan; the
training and hiring of northerners for professional positions in
northern communities such as teachers, day care workers, nurses
and town administrators; the expansion of northern food
production; increased jobs in fish processing, filleting and
marketing;, and the provision of an economic base to the
communities of the north through extending community
boundaries so that communities can control a greater radius of
land resource around each settlement,

In southern Saskatchewan, uranium mine workers who do not
find work in forestry or alternative mining operations in
northern Saskatchewan will be assured jobs with either the
Potash Corporation or Sask Oil.
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169 A re-elected NDP government will set up a de-
commissioning agency to oversee the phasing-out of
Saskatchewan’s uranium mines to ensure alternative employment
for all mine workers and for others whose jobs may be affected
by the phase-oui. That agency will be responsible for
conducting the phase-out of uranium mining as soon as
reasonably possible and for ensuring implementation of the
principles in this report. Appointments of persons committed
to the NDP’s policy of phasing out uranium mining and
guaranteeing alternative jobs for all those affected will be made
to the de-commissioning agency - ensuring full representation by
northern people, by labour, by church and environmental
organizations and by other groups in the community affected by
these decisions.

173 Immediately upon re-election, an NDP government will
seek co-operation with other interested governments in adopting
a joint plan to withhold uranium from the world market.

174 Whether or not Saskatchewan is able to persuade other
countries and/or states and provinces to join with us in a co-
operative moratorium, Saskatchewan will inform the United
Nations, all uranium customers and all countries dealing with
nuclear energy and weapons programs that upon completion of
the phase-out of Saskatchewan uranium mines, all Saskatchewan
uranium mining will be withheld from the world market until the
following conditions have been met:

a) The United Nations Non-proliferation Treaty has been
greally strengthened so that civilian uranium cannot be diverted
for atomic bomb purposes.

b) A sound plan of action is in place for nuclear waste disposal
and guarantees are in place to ensure nuclear waste is not
dumped in the world’s oceans.

¢) Serious steps toward nuclear disarmament have been made
by the nuclear weapons nations as a condition for rencwing sales
of uranium to them for electricity purposes and guarantees have
been provided by those countries never to utilize Saskalchewan
uranivm for atomic bomb purposes.

2 4



19854 N D P Ml === E5%

1654 BE IT RESOLVED that a New Democratic government will
foltow the Manitoba example by declaring Saskatchewan a nuclear
free zone, but also strengthen what Manitoba has done by enforcing
the nuclear free zone declaration in law, and by covering in the
nuclear free zone declaration our opposition to nuclear weapons
testing in Saskatchewan, to nuclear weapons research in
Saskatchewan and to the manufacture of component parts for
nuclear weapons and our intent to gradually phase out uranium
mining in Saskatchewan, providing that alternate jobs are
established first; and

BE IT RESOLVED that New Democrats will press for similar action in
other provinces and at the federal level :

Resolution 165A is the version as amended by in panel and passed
in ballot voting.
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[. INTRODUCTION

The province is introducing a new royalty system for the uranium industry. The
new royalty system:

- will ensure the people of Saskatchewan continue to get a fair share of the
value of our uranium resources;

- is fair and equitable for producers;
- will help ensure continuing investment and employment;

- and is more clear and simple in concept and will provide a stable tax
environment for the long term.

This document will provide:
- an overview of the Saskatchewan uranium industry,
- a summary of the new royalty system including:
- objectives and description of the new taxation system,

- changes in relation to the old system, and
- revenue implications.

II. BACKGROUND

A. Commodity Characteristics

Uranium is one of the more common heavy elements in the earth’s crust and is present
i1 most rocks and soils as well as rivers and oceans. The concentraton of uranium
vares from substance to substance. Granite which makes up 60% of the earth's crust
averages 4 parts per million (ppm) uranium. Concentrations in excess of 1,000 ppm
(0.1%) are considered to be ore and may be economic to mine. The two common
rmineral forms of uranium are pitchblende and uraninite. The uranium ores in
Saskatchewan are predominantly pitchblende, which is a sooty, black mineral.

Uranium is mined by both underground and open pit methods. The ore is crushed and
milled to recover the uranium from the ore and an intermediate product known as
yellowcake (U,0,) is obtained. The yellowcake is shipped out of the province for

conversion, in some cases enrichment, and the manufacture of fuel for electricity
generation reactors.
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Uranium mineralization was first noted in northern Saskatchewan in the early 1930s by
prospectors searching for gold and copyer. Extensive prospecting for uranium in the
Beaverlodge area resulted in the establishment of the Uranium City mining camp in
1952. World uranium demand declined in the 1960s but increased again in the 1970s.
. The discovery of high-grade ore at Rabbit Lake, Cluff Lake and Key Lake moved
Saskatchewan into prominence as a major producing region.

B. Markets

Saskatchewan producers have been supplying approximately 20% of world demand. In
1989, 48% of Saskatchewan sales went to the United States, 31% to Europe, 12% to
Japan and Korea, and 9% to eastern Canada.

Canada exports uranium only to those countries which have entered into formal
bilareral agreements with Canada stpulating that its uranium will be used only for
peaceful purposes.

C. Producers

There are currently three mines capable of production in Saskatchewan. These are Key
Lake, Rabbit Lake, and Cluff Lake.

- Key lake is owned two-thirds by Cameco and one-third by Uranerz Mining
and Exploration Ltd. Uranerz is owned by a West German mining
company, while Cameco is 61.5% owned by the provincial government
and 38.5% by the federal government.

- Rabbit Lake is 100% owned by Cameco, although Uranerz and Cameco
have announced agreement whereby Cameco will sell a 1/3 interest in the

mill and certain properties.

- The Cluff Lake mine is owned 80% by Amok Ltd./Ltee, a subsidiary of
French uranium interests and 20% by Cameco.

Production at the Rabbit Lake mine has been temporily suspended because of market
conditions.

Several other mines are in various stages of planning.
Nearly 1200 people are directly employed at the three mines when they are in full
operation, with another 200 person-years in exploration. About $74 million was

invested by the industry in the province during the fiscal year 1989/90. Cameco, Amok
and Uranerz have their offices in Saskatoon.
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ITI. URANIUM ROYALTY INITIATIVES

The new system amends the system introduced in 1976 and revised in 1980. The old
_system also used both a percentage of valué of gross sales royalty, called the basic
royalty, and a profits royalty, called the graduated profits royalty. The old system
measured profitability, and the rates of royalty to be paid, in terms of return on capital

invested.

A. Policy and Revenue Obiectives

The objectives behind the new royalty structure are:

. To provide reasonable sharing of revenues between the industry and the
government.

- To resolve inequities and administrative probiems under the old system,
partcularly in regard to the capital investment base used in the
calculation of profit-related royalties.

- To clarify and update wording so as to minimize misunderstandings and

disputes.

- To be revenue neutral over the long term for the industry as a whole,
relative to the old system.

- To maintain production, employment and investment by ensuring royalty
levels respond appropriately to markets and levels of profitability in the

industry.

B. Description of New Taxation System

The new uranium royalty system will be retroactive to July 1, 1989. It features a basic
royalty and a graduated profit royalty, as did the old system.

Basic Rovalty

On a monthly basis each royalty payer will pay 5% of the value of gross sales. (The
basic royalty had been increased from 3% to 5% in 1988). This is the effective
minimum royalty, and is payable regardless of the profitability of the company.

Graduated Profir Rovyaltv

The annual profit royalty is calculated as a percentage of profits. Operating profit for
the year is calculated and expressed as a dollars per kilogram ($/kg) figure.

Different royalty rates are applied depending on the magnirude of the profit per
kilogram value. Four different brackets are used. No royalty is charged on the first
$2.00/kg profit, 15% is charged on the profit between the $2.00 and $20.00/kg levels,
34% is charged on the profit from $20.00 to $50.00/kg, and a 50% rate is charged on
any profits above $50.00/kg. Royaldes payable on each step are added to arrive at the
total royalty payable per kilogram sold.
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The old and new profit-related royalty brackets and rates are as follows:

~ 0ld Svstem. ' New Svstem
% Return on Royaity Profit per Royalty
Capital Base Rate Kg Sold Rate

0% to 15% 0% ' $ 0t 32 0%

15% to 25% 15% $ 210 %20 15%

25% to 45% 30% $20 10 $50 34%
 over 45% 50% , over $50 50%.

The new profit brackets will be adjusted annually by an inflation formula. The
graduated royalty is paid in quarterly installments.

The basic royalty may be used as a credit in the caiculation of the amount of profit
royalty payable.

C. Changes Relative to the Old System

The key changes in the new system relative to the old system are:

- Measure_of Profitability - The measure of profitability is now profit per
kilogram of product sold. Previously, the measure was rate of return on a
prescribed capital base. Serious problems had arisen in arriving at fair and
appropriate capital bases.

- Exempt Bracket - Under the old system, profits representing up 1o a 15% rate
of return on the capital base were exempt from royalty. Under the new system,
this exempt bracker will be reduced and only the first $2 per kilogram of profits
will be exempt.

- Reclamation Expenditures - The new system provides for explicir recognition of
reclamation expenditures in the calculation of the profit-related royalry.

- Proportionality of Expenditures - There is flexibility in allocating expenditures
among partmers in a joint venture in calculating profits, so as 10 reflect
commercial realides. Previously, expenditures were allocated strictly in
accordance with the percentage ownership of the mineral lease.

- Basic Rovalty as a Credit - The basic royalty is a credir against profit related
royalty whereas it had previously been a deduction in the calculation of profits.
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Other changes and improvements are:

- The new system will allocate the profit-related royalty among companies in a
way which better reflects their relative profitability.

- The new system improves wording and removes ambiguities which have been
the center of confusion and disagreement with the industry over the past decade.
In particular, the definition of the 5% administrative and overhead allowance
(given in lieu of actual expenditures) is clarified, and a new 1% administrative
and overhead allowance is provided for reclamation, exploration and capiral
expenditures.

- Custom milling arrangements are provided for.

- Clarification is provided for the treatment of loans and borrowings so as to
reflect market realities.

. It is made clear that costs attributable to environmental accidents cannot be
written off against profits.

D. Revenue [mpact

The new system will increase revenues over the next few years but for the decade as a
whole it is expected to be revenue neutral relative to the old system. '

Both the old and new systems allow the mines to recover their capital investment prior
to being liable for profit-related royalties. The $21 million in royalties projected for
1990-91 consists mainly of proceeds from the basic royalty of 5% of the value of gross
sales.

Royalties will increase in future years as companies fully recover their initial capital
expenditures and pay more profit related royalty. Because of the sensitivity to prices
and profits of this component of the royalty structure, the amount of royalty payable
will be highly dependent on market conditions.

The old royalty structure was set out in The Mineral Disposition Regulations, 1986,
which were made under the authority of The Crown Minerals Act. The new royalry

structure is set out by means of major amendments to these regulations.

-The Crown Minerals Act provides authority for the Lieutenant Governor in Council to
make retroactive up to one year regulations dealing with the level and method of
calculating royalties.

The new regulations, including the July 1, 1989 effective date are a product of
extensive consultations with the industry.
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Industry Leaders:

Mr. John A. Nightingale
President and Chief Executive Officer
Cigar Lake Mining Corporation

Mr. W.A, Gatenby
Chairman and Chief Executive Officer
Camecc Corporation

Mr. H.K. Fredrickson

Senior Mine Engineer
Midwest Joint Venture
Denison Mines Limited

Government Officials

Mr. Pat Youzwa
Deputy Minister
Saskatchewan Energy and Mines

Mr. R.E. Clayton

Assistant Deputy Minister
Saskatchewan Energy and Mines
Finance and Administration

Mr. Ron Zukowsky

Director

Saskatchewan Environment and Public Safety
Environmental Assessment Branch

Mr. W.F. Allcock

associate Deputy Minister

Saskatchewan Economic Diversification and Trade
Diversification and Investment Division

Mr. Lorne Koback
Secretary
Saskatchewan Indian and Metis Affairs Secretariat

New Democtratic Parly Leaders

Mr. Robert W. Mitchell, Q.C.
Mitchell Taylor Mattison Ching
Barristers & Solicitors

Mr. John Solomon, M.L.A.

Regina North West
Opposition Critic for Energy & Mines
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