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NOTE TO MR LEPPERT:

Charlie:

I have attached copies of the slides
we are using on the NFA briefings.

We usually talk to the basic slides
and keep the supplemental info slides in
reserve. The Q&A slides are for r
internal prep sessions.

H. Holligfer Cantus
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NEED FOR ADDITIONAL U.S. ENRICHMENT CAPACITY

® Existing U. S. Long Term Capacity Committed

® Lack of Additional Assured U. S. Capacity Results in

® Loss of Foreign Markets

® Reluctance of Domestic Utilities to Elect Nuclear
Option

@ Increases Reliance on Fossil Fuels, Including
Imported Oil

® Harmful to Goal of Energy Independence



WHY U.S. SHOULD SUPPLY SOME OF
THE FOREIGN NUCLEAR MARKET

@ U. S. is World Leader in Enrichment Technology, and should Capitalize on that Lead

@ Assured U. S. Sources of Enriching Services would Discourage Independent Foreign
Development and Construction of Enrichment Capacity

® U. S. Marketing Activity would Afford Safeguards Leverage over Foreign Nuclear
Programs

@ U. S. Supply of Enriching Services would Strengthen U. S. Ability to Influence
Foreign Nuclear Programs Toward U. S. Non-Proliferation Objectives

® Foreign Financial Participation in U. S. Projects would Reduce Drain on U. S.
Capital Markets

® Sale of Enriching Services Abroad would Result in Dollar Inflow to U. S. and Help
Balance of Payments |
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® Additional Enrichment Capacity Needed

® Issue is Whether Government or Private Industry
Should Provide

® The President Has Decided That Private Industry
can and should do the Job ~



WHY PRIVATE URANIUM ENRICHMENT EXPANSION

® Places Commercial/Industrial Activity in Proper Sector of Economy
@ Private Industry is Willing and Able to Enter the Enrichment Business

@ Avoids Muiti-Billion Dollar Federal Budget Outlays; Especially over next
~ Several Years

@ Competition will Provide Incentives — Over the Long Term — for Technology
Improvements and Cost Savings to Consumer

Continued Federal Monopoly would Lead, as Reliance on Nuclear Power
Increases, to Unprecendented Degree of Federal Control over Electrical

- Energy Supply



RIGID CONTROLS OVER PLANT

DESIGN, MATERIAL SAFEGUARDS,

AND TECHNOLOGY ACCESS
WILL BE MAINTAINED
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OBSTACLES THAT ARE PREVENTING
ENTRY OF PRIVATE INDUSTRY

® - No Commercial Experience with Classified Technology
® Massive Capital Requirements
@ Long-Term Payout

® Uncertainty as to Government’s Intentions Regarding Private
Enrichment

® Uncertainty as to Nuclear Power Moratorium(s)



THE PRESIDENT’'S PLAN

@® Legislation — Nuclear Fuel Assurance Act— To Authorize Government to Enter into
Cooperative Arrangements with Private Firms that Wish to Build, Own and Operate
Uranium Enrichment Plants

@ Presidential Assurance to Foreign and Domestic Customers that Orders Placed with
Private Producers will be Fulfilled as Services are Needed

@ Opportunities for Foreign Investment, with Control of Projects Remaining in
Domestic Hands

@® Necessary Controls and Safeguards Concerning

'® Diversion of Nuclear Materials
@ Spread of Sensitive Technology
¢ Environmental Impact e
® Safety (

® Antitrust )



PRESIDENT'S ALEGISLATIVE PROPOSAL — |
THE NUCLEAR FUEL ASSURANCE ACT OF 1975

® Designed to
® Bring Capacity on Line When Needed
® Overcome Obstacles to Private Entry

® Legislation would Authorize ERDA to Enter into Cooperative Arrangements
with Private Parties Willing and Able to Desrgn Construct, Own, and Operate
. Uranium Enrichment Facilities

® Provide Temporary Government Assurances — Until Commercial Plant
Operation is Demonstrated

® Warranting Technology, for which Royalties will be Paid

® Warranting Materials and Equipment Purchased from Government
at Full Cost Recovery

we v,

® Assu mption of Domestic Assets and Liabilities of the Private ‘/"ﬁ‘ oo

g
<

Project in the Unlikely Event a Project were to Falter b

[+

® Legislation Provides Contract Authority for up to $8 Billion~_
to Cover Government’s Contingent Liability for First 4 PrOJects

— NO OUTLAYS EXPECTED



PRESIDENT’'S LEGISLATIVE PROPOSAL (Continued)

Enriching Services Purchases from, or Sales to Private Project to Accomodate
Startup and Loading Problems

Assurance of Delivery to Customers Placing Orders with Private Enrichment
Firms

Authorize ERDA to Continue with Backup Contingency Measures to Assure
That Capacity will be Ready in Unlikely Event That Private Industrial Efforts
Falter (““Hedge Plan”’)

As Further Assurance, Government will Provide, on Full Cost Recovery
Basis, Technical Assistance, Review, and Monitoring to see That Projects

Will Function Properly and be Completed on Time and Within Cost Estimafgeg;.

-~

a2 . . -
/[

“‘._:
e
ok
P
. .



PRESIDENT S LEGISLATIVE PROPOSAL
WOULD COVER

@ Gaseous Diffusion — Next Increment

® Gas Centrifuge — Succeeding Increments



COMPARISON OF ENRICHMENT TECHNOLOGIES |

GASEOUS DIFFUSION

® Proven Technology Now Available
(30 Years Operating Experience)
® Established High on-Stream Efficiency
® Established Industrial Base
® Long Life Components

GAS CENTRIFUGE

@ Lower Power Consumption
® Economic at Smaller Plant Sizes, Therefore
More Opportunity for Competitive Partici-
pation over Long Term
® Potential for Improvement VEReE




WHY PRIVATE ENTRY IS EXPECTED TO SUCCEED

® Technology Demonstrated

o Govemmeht Technical Expertise Through Design, Construction,
And Startup (Costs to be Fully Reimbursed)

- @ Temporary Government Assurances Overcome

° Obstacles to Private Financing

.;3 h]

® Potential Customers” Concerns over Assurance of Supply f
| \a



~ RISKS ASSUMED BY PRIVATE FIRMS

® Potenial Loss of Equity if Venture Were to Fail

® Once Commercial Plant Operation is Demonstrated,
~ Total Risk for Life of Project is Borne by Owners



IN SUMMARY
THE PRESIDENT’'S PLAN FOR A COMPETITIVE
NUCLEAR FUEL INDUSTRY

Provide U. S. Enriching Capacity in Time to Meet Projected U. S. and Foreign Demand

Maintain U. S. Leadership in Enrichment Technology as a Major World Supplier of En-
riching Services ,

All Future Capacity to be Built, Financed and Operated by Private Industry

Avoids Substantial Federal Construction Funding, Thus Improving Early Government
Net Cash Flow Position

Tax and Royalty Revenue to the Government e
‘ ' £s

Maintain Same Degree of Materials and Technology Control as now Maintained for .
Government Plants

Enter into Cooperative Arrangements with Industry to Bridge Transition Period Until
New Projects can Demonstrate Commercial Operation



THE PRESIDENT’'S PLAN (Cont’'d)

@ Cooperative Arrangements:
® Provide Simultaneous Support to Both Private Diffusion and Private Centrifuge Projects
® Diffusion Project (UEA) will Provide Needed Assurance of Supply for Near Future

® Several Centrifuge Projects Proceeding in Parallel Provide Real Bases for Competitive
Industry and Ability to Meet Market in Competitive Manner

® Centrifuge Projects Lend to Expansion in small Increments to Track Market

® Provide f{)r Government-industry Cooperation for Defined Period to Assure Operability
of Projects; Government then Steps out

s ——

® Government to Continue with Backup Contingency Measures (“Hedge Plan’’) SRR

® No Plans to Dispose of Existing Government Plants
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REVENUES TO GOVERNMENT
FROM TAXES AND ROYALTIES

(A) Royalties
$27 Million/Year Per Plant
(Producing 9 Million SWU/Yr @ $100/SWU)

(B) Taxes
Up to $100 Million/Year/Plant
(Profitable Operation, 85/15 Debt/Equity,
15% Return on Investment)



 IMPACT UPON BALANCE OF PAYMENTS

(¢ BILLIONS)

1985 1990

Fossil Fuel |
Savings (@ $11/BBL) 0.1 11.4

Additional Foreign Sales of

Separative Work 0.3 0.8

1995

——————

33.1

1.7

2000
59.8

3.8



" HISTORY OF PRIVATE SECTOR
INVOLVEMENT IN URANIUM ENRICHMENT

1943 Private Operating Contractors for Oak Ridge
1971 Government Policy Directed Toward Future Private Enrichment
1971 Domestic Access Pr'ogram Initiated — Classified R & D

1973 Private Firms Asked to Consider Designing, Constructing, and
Operating Enrichment Plants

1974 Continued Development of Private Enrichment Program

1975 - President’s Plan to Achieve Competitive Private Enrichment -
Nuclear Fuel Assurance Act

® UEA Project

® RFP Issued for Full-Size Centrifuge Facilities

® Hedge Plan



UEA PROJECT DESCRIPTION

e Nine Million SWU/Year Gaszous Diffusion Plant
 Supports About 90 l_arge Reactors |
e Preliminary Project Cost Estimate
¢ $3.5 Billion, 1976 Dollars
e Site — S. E. Alabama, Near Dothan
e Power Supply

¢ Dedicated Nuclear Reactors Adjacent to Site' Tie-In
with Southern Company Systems

e High Debt Financing (Long Term Contracts with UEA)

o UEA Target
* Design Commencement — - 1975, Full Operation — 1983

® Government Assistance Essential



REQUEST FOR PROPOSALS - |
CENTRIFUGE ENRICHMENT PLANTS
(Proposals Due 10-1-75)

PROGRAM OBJECTIVES

e Meet Expanding Demand

e Achieve Competitive Centrifuge Manufacturing and Enriching Industry
e Demonstrate Industrial Centrifuge Enriching

¢ Foster Development of Private Business Relationships

e Achieve Projects Expandable Without Further Government Assistance

LIKELY PROGRAM FEATURES

e Several Projects, 1-3 Million SWU’s Each .

e [nitial, Small Plant Modules (0.2-0.3 Million SWU ’s) on Stream in Early~
1980's o

e Additional Plant Modules Added to Meet Market; Full Plant Size in
Mid-1980's



REQUEST FOR PRUOPOSALS -
CENTRlFUGE ENRICHMENT PLANTS
(Cont'd)

POSSIBLE GOVERNMENT ASSISTANCE REQUEST
~e Furnish Technical Assistance, Specialized Components
® Facility Performance Assurances, Component Warranties
e | oan Guarantees
e Takeover of Project Ownership
© SWU Subsidy
® Borrowing of Government SWU'’s
® Purchase of SWU by Government
e Government Stockpile Backup for Contracts
* R & D Support

SELECTION CRITERIA
® Degree to which Competitive Industry Fostered
® Government Assistance Requested
® Technical Content of Proposal |
¢ Financial Risk Assumed by Proposer
- o Background, Experience, Key Personnel and Organization




HEDGE PLAN

A-E Selection

Construction Contractor Selection
Power Negotiations

Compressor Test Loop

Title I & Il Designs, Advanced Pro-
curement

Management Plan



NEAR TERM SCHEDULE ERDA:
- ADD-ON GASEOUS DIFFUSION PLANT.
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SCHEDULE
ERDA ADD-ON GASEQOUS DIFFUSION

PLANT
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WHY NOT HALT THE NUCLEAR POWER PROGRAM?

® Energy Independence Requires Increased Use of Coal and Uranium Resources
in Decades Ahead

® Halting of Nuclear Program would Create an Energy Gap that could not be
"~ Filled by Coal — Hence there would be Increased Reliance upon Foreign
Cil Imperts

® Hence, Nuclear Power Reduces Vulnerability to Foreign Political and
Economic Blackmail, while Improving our Balance of Payments Situation

® Halting Nuclear Plant Construction would Result in Higher Electric Bills for
U.S. Consumers, since Power is Produced more Cheaply by these Plants |
than by Coal or Oil — Fuelled Generating Plants



WHY CAN PRIVATE INDUSTRY DO A
BETTER JOB OF PROVIDING
NEW ENRICHMENT FACILITIES?

® Competition Within Private Industry Will Foster
Technical Improvements and Economies which
Will Benefit the Consumer



WHY DOES THE GOVERNMENT PLAN TO RAISE ITS
PRICES FOR ENRICHMENT SERVICES RIGHT NOW

® Obtain Fair Value for Enriching Services Sold to Domestic and Foreign Customers

® Eliminate or Reduce Differential Between Government and Potential Private
Enrichers’ Charges

@ Differential Deters Utility Consideration of Private Enrichment Projects for New
Services |

® Differential Discourages Present ERDA Customers from Sw‘itching to Private
Sources

® Helps Balance of Payments



HOW DO WE ASSURE THAT HIGHLY ENRICHED
(WEAPONS GRADE) URANIUM IS NOT PRODUCED
- IN THESE PRIVATE PLANTS?

® Stringent Safeguard Procedures and Controls will be
Applied to the Plants

® On-Site NRC Inspections will Verify that the Procedures
.and Controls are Operating

® NRC Licensing Review of Process Layout and Operating
Conditions will Help to Insure that only Slightly-Enriched
Uranium will be Produced



WHAT ARE THE SECURITY AND SAFEGUARDS ASPECTS
| OF PRIVATE ENRICHMENT PLANTS

® Same Standards as Imposed Upon Government Plants

® Control of Classified Information and Technology Governed by Atomic
Energy Act

- @ All Personnel Subject to Same Clearances Required for Employees at
- Government Plants

® Licensing Restrictions
@ Each Plant Requires NRC Construction and Operating Licenses, Specifying
Process Conditions, Safety, Security, Accountability, Movement of Fission-
able Materials within the U. S., and Exports to Foreign Countries

@ Plant Operators Subject to All Laws

® E. G., Those Relating to Environmental Protection, Antitrust, ETC.



HOW WOULD CLASSIFIED A
U.S. TECHNOLOGY BE PROTECTED?

© As With Present Government-Owned Plants:

@ All Persons Having Access to Classified Technology will be
*?Q (U)"’ - Cleared

® Under the Law, Classified Information Cannot be Transmitted
or Disclosed to Unauthorized Persons. Violators Face Fines

and/or Imprisonment.



WHY PERMIT FOREIGN INVESTMENT
IN A US. ENRICHMENT PLANT

@ Foreign Investment Relieves the Already Heavy Demands
Upon U. S. Capital by Nuclear Industry

® Purchase of Enrichment Plant Services by Foreign Investors,
Proportional to Their Shares, Helps to Assure Full Plant
‘Utilization and Assists in Meeting Financial Obligations

@ Foreign investment Discourages Proliferation of Foreign
Enrichment Plants



HOW CAN WE PROTECT
- AGAINST FOREIGN CONTROL

® Atomic Energy Act Precludes NRC from
| Issueing a License if the Project is Owned,
Controlled, or Dominated by Foreign
Entities .

® For Example, UEA Proposes that Domestic
Equity Control be at Least 55%, and that
Domestic Equity Partners Vote as a Bloc



ISN'T U.S. TECHNOLOGY BEING GIVEN AWAY
| TO PRIVATE COMPANIES

TECHNCLOGY IS NOT BEING GIVEN AWAY, BECAUSE:

@ Government will be Paid Royalties for Use of its
Technology

® Goverment will Recover Full Cost of all Materials and
Equipment Furnished for a Private Plant

® Government will be Reimbursed for use of its Personnel
Who are Utilized as Consultants

® Companies Building and Operating Enrichment Plants
will Pay Federal Income Tax and all Applicable State
and Local Taxes



HOW CAN PRIVATE COMPANIES BE PREVENTED FROM
MISUSING THEIR POSITIONS IN URANIUM ENRICHMENT

. @ Department of Justice Review of Conformance of These Companies to
Anti-Trust Laws (Both as a Condition for Initial Licensing by NRC, and
During the Life of the Enriching Enterprise), and Prosecution in the Event
of Violation of These Laws

® Nuclear Regulatory Commision Control of the Licensing Process, as Well
~ as Continual Surveillance of Plant Operations and Administration



WHAT DOES THE UEA PROJECT
CONTRIBUTE TO THE GOAL OF A PRIVATE,
COMPETITIVE ENRICHMENT INDUSTRY

® Existence of UEA Project Permits Government to Step Aside now, Affirming
Government Intention to Look to Private Sector to Furnish Succeeding

Increments of Enriching Capacity.

® UEA Will Demonstrate Not Only Technical, But Also Organizational and
~ Financial Viability of Private Enrichment, Providing Impetus to Other New

Commercial Ventures



HAVEN'T YOU NEGOTIATED WITH
UEA FOR DESIGN SERVICES

® There Have Been Negotiations Concerning a Contract in The Amount of
$3 Million for Engineering Services From UEA, Though Neither The Govern-
ment Nor UEA Has Yet Signed Such a Contract.

® The Services That are to be Procured Under This Contract Represent Design
Engineering of Value to Either an Industry Stand-Alone Plant or to the Govern-
ment Add-On Diffusion Plant as Proposed in the “"Hedge Plan."



HOW DID YOU JUSTIFY THE USE OF
UEA ON A SOLE SOURCE BASIS

© Inasmuch as the Government Must be Prepared to Promptly Provide
the Next Increment of Enrichment Capacity Using Gaseous Diffusion
. Technology (Should UEA be Unable to Proceed with its Venture), and
in View of UEA’s Extensive Experience Gained to Date in the Design
Effort on its Proposed Enrichment Plant, it is Considered that they are
the Only Firm in a Position to Supply the Government with this Particu-
lar Form of Needed Conceptual Design Work on a Timely Basis |

































































