Industry Risk Assessment

Investment Risk Report: Small Modular Reactors (SMRs) and Market
Volatility

1. Economic Viability and Comparative Cost Analysis

In the current energy sector landscape, the transition toward sustainable power is dictated by
the fundamental metric of cost-per-kilowatt efficiency. For long-term investment stability, a
technology must not only demonstrate technical feasibility but also competitive pricing that
allows for scalability without imposing an undue burden on the grid. High entry costs and
inefficient capital deployment are primary indicators of long-term project failure.The economic
profile of Small Modular Reactors (SMRs) presents a significant challenge when contrasted with
traditional energy sources. Current SMR technology requires a capital investment of
approximately $4,700 per kilowatt, whereas existing gas-fired power plants operate at a
significantly lower threshold of ****$ 1,800 per kilowatt . This "double-plus" cost burden—more
than twice the cost of proven alternatives—places an extreme financial strain on end-users,
business operators, and municipal entities. For stakeholders, this disparity suggests that SMRs
are currently cost-ineffective, failing to meet basic market-based logic for adoption.

Comparative Energy Generation Costs

Power Source Type,Cost Per Kilowatt (USD),Economic Variance Percentage

Gas-Fired Power Plants,"$1,800",Base (0%)

Small Modular Reactors (SMRs),"$4,700",+161.1%

These prohibitive entry costs create a precarious environment for investors. When a
technology's price point is so detached from market realities, projects often rely on high-tech
hype and political endorsements to sustain funding. This creates fertile ground for financial
desperation, leading to potential market manipulation and the pursuit of taxpayer-funded
subsidies to offset inherent economic flaws.

2. Analysis of Historical Investment Failures and Fraud Risks

A rigorous due diligence process is essential when evaluating emerging energy technologies,
particularly those caught in "hype cycles." History has shown that high-tech promises often
mask "booby traps"—systemic financial risks that can devastate portfolios. For the SMR sector,
the path to commercialization is littered with historical precedents of failure and significant
regulatory scrutiny regarding financial integrity. The risk of fraudulent activity is a paramount
concern. A critical historical reference is the SEC’s 2011 determination regarding the NuScale
micro-reactor and the Kenwood Group, which was officially classified as a Ponzi scheme. Such
precedents illustrate that the SMR market is susceptible to "techno-scams" where capital is
sought for defective or non-existent products. Recent setbacks have already impacted
high-profile figures and entities, including Sam Altman (OpenAl), Mike Kratsios (the former
Director of the White House Office of Science and Technology), and seasoned investors such as
Warren Buffett and Bill Gates, all of whom have faced significant setbacks in this space.The



Carbon Free Power Project (CFPP) serves as a contemporary case study in municipal risk
aversion. The withdrawal of eight cities across Wyoming, New Mexico, Colorado, and Utah from
the CFPP underscores a growing skepticism among local governments. These entities, tasked
with fiscal responsibility for their citizens, identified that the risks associated with these
mini-reactors outweighed the promised benefits. These financial failures are rarely isolated
incidents; rather, they are the direct result of underlying technical defects that make the
technology both dangerous and economically unsustainable.

3. Technical Design Flaws and Environmental Liability

Technical reliability is the indispensable bedrock of any nuclear investment. In this sector,
design flaws do not merely represent maintenance issues; they translate directly into
catastrophic financial, legal, and environmental liabilities. Current SMR designs, specifically the
"tube reactor" models, exhibit fundamental mechanical risks that compromise safety.The "dodgy
design" of the 16-foot tall tube reactor involves running radioactive heated air through cold water
coolant systems. This configuration, which attaches a pipe to a tank of coolant water, carries the
inherent risk of the water boiling off. Without a more robust coolant system, the inevitable result
is the release of radioactivity into the air that humans and animals breathe. Such releases pose
life-threatening risks to both human populations and local ecosystems.

Case Study: The 2000 Vatican Observatory Incident

Empirical evidence of mini-reactor volatility can be seen in the 2000 event at Mount Graham,
Arizona, which occurred during the COVID outbreak. An investigative analysis of the Vatican
Observatory’s emergency shutdown revealed that the facility's power supply—a small nuclear
unit—had suffered a meltdown and explosion. On-site dosimeter readings confirmed
life-threatening levels of radioactivity in the vicinity, contradicting claims that these self-contained
units are inherently safe.

Environmental and Legal Liabilities

The long-term costs of waste management and the creation of "radioactive hot zones" represent
a massive liability for stakeholders. Historical practices, such as the secret dumping of
radioactive waste in Estancia and the impact of uranium-particle dust on the Navajo nation in
Arizona, highlight the systemic failures in waste containment. The public’s lack of a "Social
License to Operate" is best exemplified by the "dump truck parade" concept: the notion of
delivering nuclear waste directly to the doorsteps of those who promote it. Investors must
account for the following:

e Decommissioning Costs: The financial burden of dismantling failed units.

e Remediation: The long-term cleanup of contaminated sites where hot particles are
buried.

e Litigation: Potential class-action lawsuits from exposed civilian and military populations
suffering from radioactivity exposure.These technical hazards contribute to a significant
lack of public enthusiasm, which further destabilizes the investment environment and
necessitates a shift in focus toward more reliable assets.



4. Market Sentiment and Political Volatility Assessment

Public perception and political "grandstanding” often serve to artificially inflate the perceived
value of infrastructure projects. However, there is a stark disconnect between the "hoopla"
generated by political endorsements—such as the recent White House events—and the actual
lack of public demand for localized radioactive generators.The "Gen ABC" demographic (the
generation after Gen-Z, where the alphabet goes back to the beginning) and average citizens
show zero enthusiasm for nuclear energy, largely due to the legacy of meltdowns at Three Mile
Island, Chernobyl, and Fukushima. Furthermore, the closure of leaking reactors at San Onofre,
which poisoned sea lions and impacted marine life, has solidified public opposition to nuclear
expansion.Strategically, the promotion of SMRs appears to be a desperate gesture to provide
power for energy-intensive Al data centers or to bolster sinking stock markets. Furthermore, the
presence of foreign influence via entities such as Dooson Enerbility based in Changwan,
South Korea , adds a layer of geopolitical risk and potential instability to domestic projects. This
combination of public skepticism and political volatility indicates that any "capitalist enthusiasm"
for SMRs is not supported by broader market-based demand, necessitating an immediate and
defensive investment posture.

5. Final Risk Mitigation and Strategic Recommendations

The convergence of extreme capital requirements, historical fraud, technical volatility, and public
opposition necessitates a strictly defensive investment posture. The SMR market currently
exhibits all the hallmarks of a "techno-scam," where the pursuit of taxpayer subsidies and hype
takes precedence over economic and technical reality.

Strategic Directives for Stakeholders:

1.

Veto Capital Allocations Based on Hoopla: Reject any energy investment that carries
a 160% cost premium over established, reliable alternatives like gas-fired plants.
Market-based objections should take precedence over political endorsements or the
energy needs of Al data centers.

Scrutinize Technical Provenance: Conduct rigorous independent audits of reactor
designs, focusing on the 16-foot tube configurations and the inevitable radioactivity
releases associated with current cooling configurations.

Liquidate Exposure to Historically Defective Projects: Avoid capital allocation to
entities associated with past failures or foreign-influenced projects like Dooson Enerbility,
as these do not mitigate the underlying physical and legal risks of nuclear
meltdowns.Final Summary: Given the history of Ponzi schemes, the documented
meltdowns of mini-units at Mount Graham, and the total lack of market demand, current
SMR promotions should be viewed as an obvious techno-scam with a high probability of
total capital loss.
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