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Why GAO Did This Study

USEC is the only company that uses
U.S.-developed technology to enrich
uranium. According to DOE, under
international agreements the U.S. must
use uranium enriched with domestic
technology to meet national security
needs, such as for nuclear weapons. In
2012 and 2013, DOE transferred
uranium to USEC to support the
development of next generation
enrichment technology and for other
national security purposes. In May
2013, USEC ceased enrichment
operations and, in March 2014, filed for
Chapter 11 bankruptcy protection. In
April 2014, DOE announced it would
assume managerial responsibility for
continued development of the next
generation technology.

GAO was asked to review recent DOE
transactions involving USEC. This
report examines (1) the uranium
transactions DOE undertook in 2012
and 2013 involving USEC, (2) legal
concerns regarding the transactions,
(3) other issues the transactions raise,
and (4) the extent to which DOE
assessed impacts of the transactions
on the domestic uranium market. To
address these issues, GAO analyzed
relevant laws and key documents and
interviewed DOE, USEC, and uranium
industry officials, among other steps.

What GAO Recommends

GAO recommends six actions to DOE
to improve the transparency of its
uranium transactions, including
developing a consistent method for
valuing depleted uranium tails and
conducting quality assurance on future
market impact studies. DOE generally
disagreed with GAO'’s legal analysis
and recommendations. GAO maintains
that its recommendations are valid.

View GAO-14-291. For more information,
contact David C. Trimble at (202) 512-3841 or
trimbled@gao.gov.
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Enhanced Transparency Could Clarify Costs, Market
Impact, Risk, and Legal Authority to Conduct Future
Uranium Transactions

What GAO Found

The Department of Energy (DOE) undertook four uranium transactions involving
USEC Inc. (USEC) in 2012 and 2013. These transactions served to provide the
company with operating cash. According to DOE, the department benefited from
these transactions in two ways: (1) by ensuring availability of domestic low-
enriched uranium (LEU) for the production of tritium, a key radioactive isotope
used to enhance the power of nuclear weapons, and (2) by supporting USEC’s
development of next generation enrichment technology. Three of the four
transactions involved transferring ownership of depleted uranium tails (tails), a
product of the enrichment process. Tails are generally considered to be an
environmental liability, but can have value as an asset when uranium market
conditions make tails re-enrichment economical in lieu of enriching natural
uranium. In two transactions, DOE accepted ownership of tails, along with liability
for disposal costs, in exchange for other benefits. In another transaction, DOE
transferred ownership of tails to a third party to be re-enriched by USEC. The
fourth transaction involved the transfer of uranium material other than tails.

GAO identified legal concerns with all four of DOE’s uranium transactions. For
the largest transaction—DOE’s transfer of tails to a third party for re-
enrichment—GAO believes that DOE likely did not have authority to transfer tails
under restrictions imposed by the USEC Privatization Act. DOE disagreed, citing
its authority to conduct this transaction under the Atomic Energy Act. Even if
DOE had such authority, GAO found that it did not meet the Act’s requirement to
charge a price for the tails because it transferred them without charging any price
at all. In another transaction, DOE transferred ownership of uranium material that
it previously obtained to meet national security needs, without obtaining a
presidential determination that the uranium material was no longer necessary for
national security needs, as GAO found is required by the USEC Privatization Act.

GAO identified issues concerning DOE’s methods for valuing tails and whether
DOE received reasonable compensation with respect to its largest transaction.
DOE does not have guidance for determining the value of tails when they are
treated as an asset in a transaction, and as a result, the estimated value of the
tails ranged from $0 to $300 million. DOE decided that the tails had no value in
this transaction, and therefore, the transaction had no cost to the department.
But, in other instances, DOE has determined that tails have value and has
sought to sell its tails. Without consistent guidance for how to value its tails for
transactions, DOE cannot ensure the government will be reasonably
compensated, as required if, as DOE asserts, the Atomic Energy Act applies.

DOE contracted for two studies in 2012 and 2013 to support required
determinations by the Secretary of Energy that certain uranium transfers would
not have an adverse material impact on the domestic uranium market and posted
these studies on its website. However, DOE did not take steps outlined in its
contracts or in departmental quality assurance guidance to ensure the quality of
these studies. For example, the studies provided only limited detail about their
methodology and data sources; however, DOE’s quality assurance guidance
states that DOE information disseminated to the public should contain such
information. GAO also identified shortcomings in the studies that raise questions
about the definitiveness of the studies’ conclusions.

United States Government Accountability Office



http://www.gao.gov/products/GAO-14-291�
http://www.gao.gov/products/GAO-14-291�
mailto:trimbled@gao.gov�

	DEPARTMENT OF ENERGY
	Enhanced Transparency Could Clarify Costs, Market Impact, Risk, and Legal Authority to Conduct Future Uranium Transactions 
	Why GAO Did This Study
	What GAO Recommends


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.7

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 220

  /ColorImageMinResolutionPolicy /Warning

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 220

  /GrayImageMinResolutionPolicy /Warning

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 900

  /MonoImageMinResolutionPolicy /Warning

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



