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DPAFT PRESIDEcJTIAL STAT2c·!2~·:T 

{ -

~ To the Coagress: 

For the past b:·70 decades 1 the Federal Governmen·t. has 

., supplied the enricl"L.~ent services to produce all the 

./) 

uranium fuel needed to pmver nuclear reactors in this 

cour.try and for nany com..:.-nercial reactors else<.·ihere in 

the \vorld. But the demand for nuclear fuel both here 

and abroad has grmvn to the point that ~ our capacity 

is now fully coro~tted. Yet)our needs and those of 

other nations for reliable electric energy sources 

continue Because it takes many years 

to bring and fuel sources into operation, 

~.·Te must act nm-T to meet those needs. 

I believe that the effort of American private enterprise 

to plan, ovm and operate new nuclear fuel enriching pla-;:1ts 

can now be brought to reality. If the· Government helps 

in the rig~t r.-Tay 1 competitive private ~~dustry ~ do 
· . ...s~nd 

the job, under necessary licensing and~eguards, and 
;f/w~-:~,-PL-. 

with !Ll.ajor savings to the 'lfe.dhr '~et. I call upon the 
/,krvzdv . · 

Congress today to qurgr¢~ the necessary authorization to 

get started. 

This E!_ation is nm·T engage<) in a major effort to achieve 
(/--',./ 

~Ler ~eo- ~.f: self-sufficiency in the critical fielC. --
o= energy supply. 

ot~e~ oil consuming nations to reduce our alarming and 



., 

( 
' 

( 

-::;:-o·.-;i:-c; dependence o::< inpor-ts af foreigf! petroleun products~ 
. ~ c::\ ·, ' 1 ~ 
-, __ ., _ -~· ~~F-/-, ;:)'Y"~ c ~ -~ ~,.;.!....·~1 ~ .......... o-.;..::ln -Ct.""- .l-hP 
r~\.·, E ... . _:.._ .. .:J &.~·--l.U' ·-- u..-'- OL !L.O-~ ,,_.._.:. ... _ ...Lu.p-.. .!-_L-'="---C"=- L..O L _ 

health and prosperity of the ?ree World. Together Hith 

o':.her nations, we are.engaged in najor efforts to conserve 

ar-..d better utilize our energy resources/~~8. to develop 
~==<':d1"-k .. ~ 

--82>;:,.. -~ ,) · 5 fArm• alternatives to im_?orted fuels. 

-~-.: 11 ret:;• i , e c s · a Po:p.lore many r - --"-> 

- . ,,(. . -a fa ... ~ .... o O'le:t look any a th'em. 

~onse~vati;~ in all forms, solar heating and cooling of 

buildings, greatly increased use of coal in solid, liquid 

ancl 

a:1d 

gaseous forms, improved nethods of extracting mq~~ gas 
. (Jkhtr v.;t)_{ . . . 

oil from our existing fields--all th~r )IEet d •g ±o 

be necessary. For the longer term, \ve must develop anCJ. 

attempt to apply ne•..; technologies based on virtually _: .. 
. 

inexhaustible resources, such as solar electric energy, 

the harnessing of nuclear fusion, and breeder reactors 

which are safe, environmerr~ally sound, and reli~ble . 
. 

But it takes time for promising technologies to become 

Hidely used in our society. As we work to accelerate 

technological- development, ;;.;e need also to make sure that 

o~r existing domestic energy supplies continue to~=· '±u 

se2t the demands placed on ~hem. This means that,_ among 

other measures, \·Je must take ~ steps nmv to make nuclear 

9ower available for greater ~se over the next 25 years. 



-~ J -

Bc.s-?~ on th2 past 10 years of e:-::pe~ience, cc:-0-=nercial 

n.~=lea~ power has had an unparalleled record of safe 
\1.V .. , ,L;v 

......- (~~/ !.?"" 
op2ration~ Nuclear pm·;er nm·1 costs bet:-:-:-een 25 ~-50 

~ f\ 
:~oj}.'_.., 
J percent less than electricity produced fro~ fossil fuels_ 

'7 
) 

( 
' 

( 

Nuclear power is not vulnerable to the whiBs or price 

decrees of foreign energy suppliers. While plainly not 

the only source of energy, it is nevertheless an essential 

element of the total mix of energy sources necessary to 

JO'.eet the goal of energy_ ~~temediate 
"?/'~ 

term. This i~ ~ .tJe-TE!ept hat lSfu:c~ is held not only by the 

United States but by many other nations as \·;ell.· 

An essential first step in fostering the continued· 

safe growth of nuclear power is to ensure that we have 

adequate supplies of nuclear fuel. Nuclear reactors run 

on uranium that has been slightly enriched from the 

concentrations that occur in nature. And 
~--l. n.t-t.-• . .,...; ~ • 

United Sta·tes -~ ·out of capacity to enrich uranium 

.fuels. 

For some 20 years~the United States GoverTh~ent has 

t-n f.) t-t-,._ 1 : ~ 
t,:.~!--..1- r1 . 

M-tM.... r ~-t;;.j,­
been ct...w,..r;..(.., , l . 

(. ,_ ... ,.._: ' ,,_,_J . 
the e-:.-cclusive supplier, through its three enrich.'TI.errt plants 

0!L-
at Oak Ridge and elsewher~, of the services ta enrich 

. {-')Y', . 
, ,., . - ... ·', fci l 

l~~anlu:m '.i!1±_Clf ~ft·burn !1::!3 n=cg.~ea:c.:,.; ::.ocr~ nu:c ear po•.·ier 

stations here and in many foreign countries. ~~:ri th respe<;!t 

to our foreign customers, we have consistently endeavored 
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~ responsible and reliable supplier. 

an obligation to eriable other nations to utilize the 

bert2fits of nuclear EJO'.·ier 1.1nder secure and p~v.C.e2.t 

co::1ditions. 

supplier of . . ~ . uran1un enr1cn1ng services has bee~ extremely 

irr.portant in gettin:; other nations to accept 
"'--~· dL.~ . 

safeguards and~-GC];§;- ......rr nuclear \·Jeapons. 

international 

~·:oreover 1 

~ 
. \( fo:::-eign sales ha'Ie returned hundreds of millions o£ dollars 
,~,.;. / 

·:--\--:. ',---' ., . d 
-·~ to tne Un1te States. 

6\1~\ I 

( , 

\ 

( 

Uranium enric!>..ment is in ""hich we are.:. 

the ·;..rorld leaderc; ar..d __ on •: :..ecl!.irol eg:? is p.,..o·,·ee:: Our 

gaseous diffusion plants have run reliably fqr more th~n 
. ~V(_ . • 

a qcarter of a centur~ 1 and\~-e seen many improvements 

in their efficiency. -i'I"" ha-'Cf ur.ier :;o:._" ~ major improve-c -·· ~ v i s ,., o;;-w (..V- ci c > , "'''"'-1.1 
$lb .ll"~ , . \t•l over l 1on t to 1ncrease t::•J .- p . ..,,... _ rr.en·t pro-:rr am costing 

~ ~ n t __ l.~.,(:::..,.. 
capacity ~ 60 percent . • A ne;,.; process, 1.-1hich enriches 

uranium through the use of centrifuges, has been under 

inb:~P-sive development for more than a decade and 1s nm.; 

--~ -~ ready to be ~~ 'wg;;• Gi. ~ .:£ brought into co!Pnercial 

use. 

Th~ U.S. is 
(;~ 
v/ 

se'.'eral hundred 

nm-T com.rni tted to supply the fuel needs of 

nuclear power plants corning on ~he line by 

ti1e early 
,9J-~~ -4L--t 

198 0' s. \'ie:::::ha;:-~ s;'inc:e Jul:lj 19 7 ~,)'~en unable 

to ~ccept new orders for enriched uran1uo b~cause our 



( 

( 

( 

As a practici!l r::::.tte:::-, plans Cd.~:.n.ot be mach:: 

for co~struction of new domestic reactors without a 

rE,2.SO:!ably assured source of enriched urani'...L-v.. Potential 

foreign customers have the sa~e problem. And, since it 
~S-!..1(1..-.... rv- e i" h L. 

takes at least ~ears to provide ne~,; enriclli-rrent 

plants, it is esse~tial that the U~ited 

ic2.ediately to cc:Ist.ruction of ne'.·l capacity. This step 

is necessary if \.·;e are to preserve our ability to meet 

our domestic goals ;:for nuclear energy 
1 
and to retain our 

ability to meet our foreign fuel supply responsibilities. 

For a nuiTl.ber of years) it has been the st2:ted objective 

of the Executive Branch that ne\·7 enriching capacity should 

be provided by the private sector. Private firms already 

operate the existing facilities under contract to the 

Govern"T-ent, but at present they operate i.-ii thout the 
. 

discipline of profit respo:1.sibility. That discipline, 

and the incentives for efficiency which go \.·;ith it, can 

be provided for the addi tio.::1al capacity nm-f .r:eguired .[ The 

narket for nuclear fuel is predominantly in th~ private 

sector. ?he urocess of uranium enric~~ent is a function 
J- . 

~hat is clearly industrial in nature. It is distinct fror.~. 

'.-:e2..£)0!1S technology or production., and bea:::-s close rese?1blance 

to other processes 1r.. ~ .. ,hie~ ·sovern..:-::ent plays a strictly 

.,..-- .:--. 
/·~· ',: :'/! 

~/~ 



r • 

CvL-' 
Just ~s coal an~ fuel oil ~ s~pplied to 

cl2ctric utilities by private firms on a 

' • • > "d . n.:>..sls, e::-t:rlcne .uranl.UJ.-rt should be supplied to them in 

the sa~e fashion 
. . . 1n -cne future. 

In this ~ay a new industry can develop just as the 
! 

synthetic rubber i:1du.stry did \•lith early go,Iernnent 

development being 9hased out and replaced by private 

initiative. ili~ opportunity exists for many existing and 
,:r}i 'h {H.)/ 

12 i:: to be='foin.ee firms to participate in the grm>~th of 

this industry. The invest.J.-n.ent requirements \>Till be huge 

and co_ t Ltl~· the Govern..rnent fully expects that opportunities 

will be provided for new investors, small as well ai large, 

\ 
, . 

• ~ W\ c'>_?"' • 
to share in the m.;nership of \vhat \·:lll'amo3"1:: certal_nly 

be one of the Nation's . largest and most viable 
' 

industries 

in the 1990's and be.:y·ond . 

In short we should not further enlarge the public 

' ~ 
sector. of the economy -;.;hen. pr.ivate industry is 'i.·lilling 

and able to do the job ~esponsibly. 

One of the strengths of the &uerican free enterpris~ 

system is that it is able to ooRoi-"~g.- ad respond to-

unusual challenges and opportunities with ingenuity, yigor, 

'i'he course I reco2--a.end alloxs :hlaxiwum 

freedom for our industrial sector to utilize these strengths 
v--~t.._ ·! ~- I~:\ t .;u._.,. h-~ 

in pro>.ric1ing the uranhua enric.b.:.-:.en t capacity },and the rest \ 

·. 
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o~ ~~~ ~8rld requires. 

'T~= key technolo~y of uranium enricl"' ..... 'ttent is secret 

a~d ~ill remain su~ject to co~tinued classification, 

sa.Z0gu.ards and export controls. Hm.;e·-rer, for several 

years a nu~ber of qualified U.S. companies have been granted 

access to the Gove::-r..:.-r-.ent • s technology under carefully 

controlled conditions to enable them to make their o>vn 

assessment of ~~e co~~ercial potential for private 

enriching plants. One group has chosen the \•Jell-demons-trated 
/ ot~ 

,i\ · / gaseous diffusion 
i-> • .h. D~ 
.(_:.' n. 

enriclli~ent process. Several others are 

ir.te::-ested in the poten-!:ial of the ne>:·7er gas centrifuge 

process \:Thich, though it is ..... . . nol.. ye-c ln large-scale produc~ 

tion operation, is believed to possess advantages and 

,. to be virtually ready for co~-nercial application. 

The centrifuge process, '.·7hich uses substantially less 

po~er thdn the older proc~ss, appears to be well suited £o 

the creation of competitive industry because the individua~ 

plants can be smaller an~ more fla~ibiy adopted to market 

demands. 

B-ecause centrifuge technology cannot be ir::1.plemented 

q'-.:i::kl_y enough to close the i:r.unediate gap in enricll......-nent 

ca?acity, our next plant m~st be of the gaseous diffusion 

typ2. One in~ustry croup has preseated a proposal to 
~l~·~1 . ,..\6 . 1 1 . . l - . . d 

$~...,...-.ol~ lOn, prlvate_y-:;:lnance c0:1S t::-l.!ct. a gaseous diffusion 
t ~ ;:,:r-

plant, cap-::ble of servin.g about 90 large nuclear 

( po~e~ reactors both here a~d abro~~, when it becomes 



c 
-.\ \ 

\}.i\ -~;;. 
• ! {,1~' . ' . 
·~ 

r 
' 

( 

8 -

~ 
in the e<l.cly 1930's. p..~..uj -''--t 

~ 4' ~Vi L -t,( f_ U ~<; ~ .-{ ~ l ! ~· ~- ; l l L:> f ) '0 
r-oot"~....-=-, ot-h~ C0:""'1,...._'::).....,.;!::\- l·n .J-h~ con--..:...ructl.Orl of e-ci-so~t1~r ~:... •j • _ _,_ .::...:.. <....-J.'- ""=--~--::.;:;:, 1...!-- !.::> '-- J. : ~.~-·c.. 

.£ir.2 neee1z co~T,ercial cent::-ifuge enriclll"Uent plants. We 

are confidant that tl:.ere -.:.·rill be more than adequate market 

demand for the cut?~~ from these plants. 

I believe ~...-e nust move no~..; -.:.-1i th both techno.logies and 

encourage competitive private entry into the enric~~ent 

business with each. A private gaseous diffusion plant should 

be biilt to provide the urgently needed first increment of 

capacity. He should simultaneously embark on creating 

a. centrifuge industry .-.;.;ith a 'grmving nu.'nber of competitors. 

Only in this ;,:;;ay can we "open the U.S. order book" promptly, 

reassert our position as 

urani~ma.~ at 
7 .. 

. 
the 

private enrichment industry. 

world's major supplier 6f 

time develop the 
/. 

Hm.;eve:::-, there are difficulties to be overcome that 

will re~~ire special cooperative arrangements between 

GovernQent and industry during a transitional period. 
~·'.! <. t !• >- H.L\-(",( 1+-C:.-. h ,~,_, ~.; 

~hi a _:_:3 ·req~ired because of the very large ·capita], 

re:_tt.:irement3 and long payouts for plants of such large 

size -7:--!~ co:uplexi ty. It also is needed because the ?- l!J8:ea5 

c..;/- h2:. n.. --( r ,-l) c t $ 2....-
"~:ncr.·i- ~O':''l p-=esen tly rests ".-;i thi:::: t_:,_e Governrr.en t- I-Ioreover, 

th2 Government has a vital interest in assuring that these 



\ 

( 
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<.:.~ L·.:; to seet their coG....":'..i tne!l.t:.S to do::',estic and foreign 
rtl!-:>.h;-1'...,.. 

. l -'-,--:; . 
cust:.o~ers on a t~m2-~\oasls. 

Accor~ingly, I a~ submitting to the Congress today 

prb?osed legislation which will authorize the necessary degree 

of Governir·.ent assu.~a.nce to :rr.a~e private entry a reality. 

On the basis of t:::e proposed legislation, the Energy Research 

r'l D 1 . 7'1 ~ • • .._ • • • 11 +- •· t an'""" eve_opmen;: ..f-..c.::u .. nls ... rat:.:Lon \'il en._eri~n o immediate~ 

detailed negotiations on the gaseous diffusion project, and 
(J'A/ . @I 

• .. ti..:t.h=p-.:.. 0 5 p;: c.!... j ~ 7 e centrifuge enrichers ·?·~6~·~==~i.liil;;;;.e.,..C!..e;f..i.a.¥iei-v 

issu-!.6: .. t_ec1:?'C It is my desire that several centrifuge pro-
. - si~\At4~ ... t-o~'>i"'1 

jects proceed~P- pa22ll~s~rapidly as selection of companies 

can be made and details negotiated . 
. ;tl~ 

Although enactment of ~ legislation is necessary nmv as 

a clear signal of our national intent, details of the ~inally-

negotiated packages would be subject to Congression~l 

scrutiny. · • ,:r '("Y ,.,J ~-!. t,' _s ( (':_L, 
As r~g~rds Government funds, 

.. 
7 rl • . • l ,. ' 
.....,e_.!..,.I.._~- c ..... _._ 

[/~ 

io the 23H~Q tb~1:Vcontract authority ln the ~mount of about 

·-

s ______ billion \·Jill -!Je r..eeaed to sign various contracts
6 

Sut 
--... \,..J (.. -(, ;( P-{ t.l !'1\¥1 ( S b ~-- · D tf\.·t-1'1-\ M~"- t J · . ? ·---t-

~·i_ ::~-he e:~ebatnQ.B- t.l4ii!~ actual\expendltu:!:"es or outlays .f.fom t.u 
-4:---~·-+-!-_~ . 

'~-'-P--· / 
t-!.;5-s_ ..... .,.,.....,o,' n ~~.:We J lit :..,_s v i1.. Lt..al J:y 2. :=: .,...o. 

UJ . 
In fact, the· creation 

oc a ~ri~ate enrich~ent indsstry ~ill generate subst~ntial 

,-'"·~;~. 
/ ~> 
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revenues to the Treasury through pa.ywent of Federal incc::te 
i)(V c,J, ta:::es and royal ties for use of Government-m·med technology. 

r 
l 

r. 

Under our proposed arrangements)significant opportunities 

for foreign invesD.-:!ents in U .. S. private plants o:vill be 

l.·>elcomed, although the plants \·Till remain firmly under U.s •. 

control, and there w·ill be limitations on the amount of 

capacity each plant can co~~it to foreign customers. Also, 

all exports of the plant products will, as in the past, ~ 
aU-

~ be made pursuant to Agreements for Cooperation "t·Tith othe.:?: 
r!.(. 

Nations 1and \·Till be subjected to appropriate safeguards to 

preclude use for other than agreed peaceful purposes. Foreign 

. . · . . · sensitive 
1nvescors and customers would not have access tojc~ass1~1ed 

. .f.h'-" -!_..Yl t''--_'::-- h~ 'S !.-_ ~ t" (. 
technology. ~ ~roposals from"~ enrichers <:}1'1:- f!lchetl 5 o-Eo 

technology -sh~ri"!g \•lould have to be evaluated as a separate 

matter and 1.vould be s~bjected to careful government review 

and approval. In addition, the lmv enriched fuel produced t:le: 
~0~~ ·. 

pri -raies in the \diffusion plant ~1ould be sui table only for 
. ~ - ""'.;) \- _, 

co;r..:aercial pm-1er reactors lmd ·de·..:~ d H~ "h.., · S".; tahl e for 

n~clear explosives. 
~\'\ i? .J·J,..(t• i l ~ f ' _, •· .. 

ile=i3sk ·arril~ factors T ~te:;e I>Aiil~ • :i Q~ underscore the ;;. ... ._ .. ,.,.## 

ursency of prompt ..... . . aCL.lon ln this area. They ~lso highlight 

the need for a Government continsency backup to the private 

plants that are contemplated. 

In the remote event that the proposed private plants can-

r:ot: be prop-erly initiated or co~pleted, ou.r legislativ~.c_---;·_--~ ... :3-,~-.' 

. 1 



r 
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pac~age would enable the Government to stand 

the private fuel sup?lY assurances that will be given to 

do~estic and foreign custoners. . 
. . t.-~ ..vyi !. ,1-1-_. 

I l""d ..... h . ,, ~-·-- . ...... am con1..l en;: \.. .. a-c. 1:ne <::7"":""'0 pr.::..va .... e sector 

to the challenge I an laying before it today. 

is equal 
....._1---o n.~ ~ 

But leo L.. ·e:o:e ·ceo 

~ c> .. ny doubt that potential purchasers of enriched uranium can 

- ....... 1~-v~~J.. 
begin to deal toaay '.·il. \..h "'\J. 21"':' J..ndus \..ry for assured sources 

of suoolv, I offer these additional assurances! ._- - . ~"'t. ~,~~""~-"}~~~-!~~ ~d tH 1/-t h H~o<~; 
A.l ~M; ~:~-

~ "_t .... · ~ .. :;.. 

First, I have instructea ERDA to. _..ep:L n, u~r wit:h backup . 
, "~h.-p-. -<.-~ !...,.... t-' 

contingency measures to provide protection in the remote 

event that industry falters. Such neasures "t·rill include 
. • . ...t:t_~. t ~·~-~-~.:!~:~t::::J 

continua·tion of Gover~ment plant design_ actJ...vJ..-tJ..es, ~; and 

technology assistance 

"h • .i..JC.SJ..S. These actions 

to the private sector on a cost recoverv 
~~: kd _5'!.?-H <_ -

\·lill help e:ls!..lre that the--8' .. 3"":-· has the 

needed new plant capacity by the 1980's. 

seco::1d, ERDA t'lould. agree to purchase from the firm plan-

ning the diffusion plc.nt the design work on components for 

the private plant that could be used in a Go-.:.rernment plant 

-- if the private venture were u~able to proceed. Comparable 

E~DA arrangements Hill be made Hith firms pursuing, centrifuge y 
Third, I pledge to domestic and foreign customers alike 

w~o place orders with our private suppliers that the United 
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States Government will assure that these orders will be 

filled as needed. Those •·•ho are first in li.:.e •·:i th our 

private sources will be first in line to receive supplies 

under this assurc.nce~ ~ all contracted obligations v..;ill 
--be honored. 

7he progra~ I have proposed takes n~~im~~ advantage of 

~-
the strength and resourcefulness of industry and GoverTh~ent 

in the United States and the •·;orld leadership we now enjoy 

in uranium enricP-~ent technology. It builds upon that base 
'0 !,..\.!:='.,.. 

in a v.;ay 'l.·lhich pro:::tises to maintain ~ leadership in the 

face of vigorous competition from abroad. I ask the Congress 

for early au~horizatiDn of the program. to meet our urgent 

needs and to demonst:::::-ate to the world our determination to _,,. 
~,.--

pursue a greater degree of energy self-sufficiency. 

~ 
I .. 
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SUMMARY FACT SHEET 

DRAFT 
6/23/75 

THE PRESIDENT'S PLAN FOR A COMPETITIVE 
NUCLEAR FUEL INDUSTRY 

The President's Action 

The President today announced administrative actions and 
a le~islative proposal to: 

• Increase the United States' capacity to produce enriched 
uranium to fuel domestic and foreign nuclear power 
plants. 

Retain U.S. leadership as a world supplier of uranium 
enrichment services and technology for the peaceful 
use of nuclear power . 

. Assure the creation, under appropriate controls of a 
private, competitive uranium enrichment industry in 
the U.S. -- ending the current Government monopoly • 

• Accomplish these objectives with little or no cost 
to taxpayers and with all necessary controls and 
safeguards. 

Background 

The U.S. capacity for refining or "enriching" uranium 
to make fuel for nuclear electric generating plants is 
now fully committed . 

• Work on constructing new capacity must begin soon so that 
plants will be ready to meet domestic and foreign require­
ments by about 1983 • 

• The need for added capacity provides the opportunity for 
positive action by the Government to encourage the 
creating of a competitive nuclear fuel supply industry. 

Highlights of the Plan 

The President's plan includes: 

• A legislative proposal, the Competitive Nuclear Fuel 
Supply Act of 1975, which would authorize the Government 
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to enter into certain cooperative arrangements with 
private industrial firms that wish to finance, build 
and operate plants to provide uranium enrichment 
services. 

• A pledge by the President to foreign and domestic 
customers that the Government will assure that orders 
placed with private producers will be fulfilled as 
services are needed • 

• All necessary controls and safeguards concerned with 
(a) preventing the diversion of nuclear materials and 
the spread of sensitive technology, (b) foreign invest­
ment, (c) environmental impact, (d) safety, and 
(e) anti-trust. 



FACT SHEET 

THE PRESIDENT' S PLAN FOR A 
COMPETITIVE NUCLEAR FUEL INDUSTRY 

The Peesident's Announcement ···············~··~······ 

l3ctc:Jc~~()t1Ilci •••••••••••••••••••••••••••••••••••••••••••• 

Plan Announced by the President .••••••••.••••••••••••• 
Objectives 
Principal Elements· of the Plan 

Legislative Authority for.Cooperative 
Arrangements with Private Firms 
Assurances for Customers 
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Alternatives to Private Entry 
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Associates (UEA) 
Centrifuge Enriching Projects -- Request for 
Proposals 

Other Actions Related to Uranium Enrichment 
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Increasing ERDA's Charge for Uranium 
Enrichment Services 
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ERDA Conditional Contracts for Enrichment 
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Attachment: 
#1 Summary of UEA Plan and Proposal to ERDA 
#2 - Uranium Enrichment as a Part of the Nuclear 

Fuel Cycle 

THE PRESIDENT'S ANNOUNCEMENT 

The President today announced administrative actions and 
a legislative proposal to (a) increase the United Staees' 
capacity to produce enriched uranium to fuel domestic and 
foreign nuclear power plants, (b) retain U.S. leadership 
as a world supplier Qf uranium enrichment services and 
nuclear power plants, (c) assure the creation, under 
appropriate controls of a private, competit~ve uranium 
enrichment industry in the U.S. -- ending the current 
Government monopoly; and (d) accomplish these objectives 
with little or no cost to taxpayers and with all necessary 
controls and safeguards. 

BACKGROUND 

Natural uranium from u.s. and foreign mines must be refined 
or "enriched" before it can be used to make fuel for nuclear 
power plants which are used in the United States and in many 
foreign nations to generate electricity. 

',' 



u.s. capacity for enriching uranium which now supplies all 
domestic and most foreign needs, consists of three Govern­
ment-owned plants, located at Oak Ridge, Tennessee~ Paducah, 
Kentucky; and Portsmouth- Ohio. 

Since mid-1974, the entire capacity of the three plants has 
been fully committed under long-term contracts. New enrich­
ment capacity must on "on-line" beginning in about 1983 to 
meet the growing domestic and foreign demand for nuclear 
fuel. 

The potential u.s. market abroad has begun to erode as some 
potential foreign customers have started looking to sources 
such as the U.S.S.R., France and a West European consortium 
for uranium enrichment. 

Since 1971, the Executive Branch has followed policies and 
programs directed toward assuring that private industry 
rather than the Federal Government -- builds the next 
increments of u.s. uranium enrichment capacity. 

Several industrial firms have sought to enter the uranium 
enrichment field but all have fo,nd that some forms of 
Government cooperation and temporary assurances are needed 
to overcome the initial obstacles to private industry 
involvement. 

THE PLAN 

Objectives. The plan announced by the President is designed to 
meet the objectives of assuring that: 

The next increments of U.S. uranium enrichment capacity 
will be available when needed to meet the growing demand 
for fuel for nuclear powered generating plants in the u.s. 
and in other nations. 

The u.s. maintains its role as a major world supplier of 
uranium enrichment services and nuclear power plants 
a role that is important to: 

Our economy and our world trade position. 
Our efforts to obtain the commitment of additional 
nations to accept international safeguards and the 
principle of nuclear non-proliferation. 
Our cooperation with other major oil consuming nations 
'"··hich are looking to nuclear power to help reduce their 
dependence on foreign oil imports. 



Our longer range goal of developing technology and energy 
resources to supply a significant share of the free 
world's energy needs. 

All future increments of capacity will be built, financed 
and operated by private industry -- rather than by the 
Federal Government -- so that a competitive industry will 
exist at the earliest possible date. 

There will be little or no cost to the taxpayer and that 
the Government will receive increased revenue in corporate 
taxes and compensation for the use of its inventions and 
discoveries. 

All necessary domestic and international controls over 
nuclear materials and classified technology will be main­
tained, as they would be if the Government were to own the 
new plants. 

Principal Elements of the Plan. 

Legislative Authority for Cooperative Arrangements with 
Private Firms. The President is asking the Congress ~o 
enact promptly the additi nal legislative authority needed 
to enable the Energy Research and Development Administration 
(ERDA) to negotiate and enter into cooperative arrangements 
with private industrial organizations that wish to build, 
own and operate uranium enrichment plants. 

Negotiations would be directed toward the arrange­
ments most advantageous to the Government and the 
public interest and with a degree of risk to the 

·private firm that is consistent with the objective 
of creating a private, competitive uranium enrichment 
industry. 

These arrangements would provide for certain forms of 
Government cooperation and tempor ry assurances found 
to be necessary after detailed negotiations with firms 
submitting proposals. Arrangements could include: 

Supplying and warranting Government-owned inven­
tions and discoveries in enrichment technology -­
for which the Government will be paid. 
Selling certain materials and supplies on a full 
cost recovery basis which, because of their 
classified nature, are available only from the 
Federal Government. 



Buying enriching services from private producers or 
providing enriching services to producers from the 
Government st ckpile to accommodate plant start-up 
and loading problems. 
Assuring the delivery of uranium enrichment services 
to customers which have placed orders with private 
enrichment firms. 
Assuming the assets and liabilities {including debt) 
of a private uranium enrichment project if the 
venture threatened to fail -- at the call of the 
private venture or the Government, and with com­
pensation to domestic investors in the private 
ventures ranging from full reimbursement to total 
loss of equity interest, depending upon the circum­
stances leading to the threat of failure. 

The arrangements would be spelled out in a detailed 
contract which would be subject to Congressional 
review. 

Assurances would end after one full year of conunercial 
operation of a plant. 

The Government would monitor progress carefully so that 
it can be sure that the plant will function properly 
and will be completed on time and within cost estimates. 

Assurances for Customers. The President announced his 
pledge to domesti and foreign customers who place orders 
with private u.s. suppliers that the Government will assure 
that orders will be filled as services are needed. Those 
first in line with private suppliers will be first in line 
to receive services from the Government -- if it were 
necessary for the Government to take over and complete 
a private project. 

Controls and Safeguards. The President announced that all 
necessary-controls and safeguards will be maintained in 
all arrangements with private firms. Such contro,s and 
safeguards include: 

Preventing the Diversion of Nuclear Materials or 
Un-Controlled Spread of Sensitive Technology. ~11 
necessary measures will be taken to safeguard the 
use of the products of plants and to protect sensitive 
classified technology. These measures include: 



.. 
Effective domestic safeguards and physical security 
measures to the plan s and their products. 
Continued requirements that exports take place 
pursuant to appropriate international agreements 
for cooperation and be subjected to safeguards 
to prevent diversions. 
Continued classification and protection of 
sensitive enrichment technology 

Foreign Investment. Foreign investment in private 
enrichment ventures will be encouraged, but control 
will remain with u.s. interests. Foreign investors 
would not require or have access to classified infor­
mation. Any proposals for sharing technology would 

·be considered separately and would be subject to 
Governmental review and approval. 

Environmental Impact, Safety and Anti-Trust. Private 
·ventures wishing to build plants will have to obtain 
from the Nuclear Regulatory Commission (NRC) a construc­
tion permit and operating license. As a part of its 
review, the NRC must evaluate environmental, safety 
and anti-trust considerations as well as assure that 
control of the proposed new ventures remain in the 
u.s. -- as now required by the Atomic Energy Act. 
NRC also will have responsibility for assuring that 
the plants are appropriately safeguarded. The Justice 

·oepartment participates in the review of anti-trust 
considerations. 

IMPLEMENTING ACTIONS 

The President announced several administrative actions that are 
being taken now: 

Negotiations for a Diffusion Plant. ERDA is responding 
formally to a proposal from the Uranium Enrichment Associates 
(UEA) offering to enter into negotiations which could lead 
b the construction by UEA of a $3.5 billion (1976 dollars) 
plant which would make use of gaseous diffusion technology 
and which would be on line by 1983. 

Request for Proposal for Centrifuge Plants. ERDA is issuing 
a new request for proposals from industrial firms interested 
in constructing enrichment facilities making use of centrifuge 
technology. 

<./ 



Environmental Impact Statement. ERDA will on June 30 issue 
for public review an1 comment a draft environmental impact 
statement covering its actions concerned with the expansion 
of uranium enrichment capacity. 

Contingency Planning. ERDA will continue with backup contin­
gency measures to help assure that capacity will be ready 
in the unlikely event that industrial efforts falter. These 
neasures include continuation of Government plant conceptual 
design activities, research and development on enrichment 
technologies, and technological assistance to the private 
sector on a cost recovery basis. 

Diffusion Plant Design Work ERDA plans to purchase from 
UEA design work on components for the private diffusion plant 
that could be used in a Government plant -- if the private 
venture were unable to proceed. 

SPECIFICS OF THE LEGISLATIVE PROPOSAL 

Authorizing legislation. The basic enabling legislation proposed 
today by the President would: 

Authorize Cooperative Agreements. 

It would permit ERDA to negotiate and enter into 
cooperative arrangements with firms wishing to build 
own and operate uranium enrichment facilities. 

It would provide authorization for appropriations for 
amounts up to $8 billion -- which is an estimate of the 
total potential cost to the Government in the unexpected 
event that all Government assured diffusion and centri­
fuge ventures failed and it were necessary for the 
Government to assume assets and liabilities of these 
ventures, take over plants, and compensate domestic 
investors. The Administration's expectation is that 
none of these funds would have to be expended, but the 
authorization is necessary under the recently enacted 
Budget Reform Act and to provide assurance to customers 
and to potential producers of the Federal Government's 
commitment. 

Provide for Congressional Review. Once contracts were nego­
t~ated the Joint Committee on Atomic Energy (JCAE) would be 
notified and a period of 45 days would have to elapse before 
a contract would be valid -- to allow an opportunity for 
Congressional review of the basis for ERDA's arrangements 
with private firms. 



Contract Authority-Appropriations Request. The President 
will later request an appropriation of contract authority 
to cover the estimated maximum Federal Government exposure 
for specific projects in the event that it were necessary 
to assume assets and liabilities. Again, expenditure of 
these funds is not considered likely. 

DEVELOPMENTS LEADING TO THE PRESIDENT'S PLAN 

U.S. Leadership in Uranium Enrichment Technology. The United 
States is the recognized world leader in technology for refining 
or ·"enriching" natural uranium to a form that can be used to make 
fuel for nuclear power reactors. Natural uranium contains only a 
small amount (approximately .7%) of the fissionable isotope U-235. 
In order to be useful to make fuel for most nuclear reactors, the 
concentration of U-235 must be increased to about 2-4% through a 
process of separating off other isotopes. The technology was 
developed and is owned by the Federal Government. Certain parts 
of the technology are classified. Principle U.S. technologies 
are: 

Gaseous Diffusion. This technology which is now used in the 
three existing government-owned enrichment plants was developed 
in the 1940's. Over 30 years of large scale operating experi­
ence and process improvement have made the technology the most 
reliable and economical now available for commercial scale 
operations. The next increment of capacity must make use of 
this technology. 

Gas centrifuge. The gas centrifuge process of uranium 
enrichment provides an alternative to gaseous diffusion. 
Full operation of a Government pilot plant is scheduled for 
early 1976. If the projected economics of the process are 
~alized, gas centrifuge is expected to be used as subsequent 
increments of commercial capacity are added. 

Laser Separatio:r.a ERDA is conducting a basic research 
program to determine whether this technology is technically 
or commercially feasible. Even if successful, the technology 
will not be available in time to be used for the next several 
increments of needed enrichment capacity. 

Existing U.S. Capacity. The three Government-owned uranium 
enrichment plants will, when currently authorized expansion 
is completed, have the capacity to produce enriched uranium 
needed to fuel about 300 large nuclear-powered electric 
generating plants in the u.s. and foreign countries. 



The Growing Market. Current estimates are that the u.s. will 
requlre added enrichment capacity by 1990 equal to 3 to 5 plants 
the size of any one of the three existing plants and that added 
capacity for the total market served by the u.s. will equal 5 
to 8 similar size plants. The demand will continue to grow 
after 1990. 

Potential Foreign Suppliers. The principal existing capacity 
for enricbing uranium outside the U.S. is in the Soviet Union. 
A french-led diffusion plant project (Eurodif) is expected to 
begin production in 1979 and its capacity is reported to be 
fully committed. A British-German-Dutch consoritum (Urenco) 
plqnt will also begin expanded operations in 1979. Plans for 
additional plants are being discussed by France, Canada, 
South Africa, Japan, Australia and Brazil. 

The Program to Develop ~Competitive Industry. The Atomic 
Energy Act of 1946 provides that "the development, use and 
control of atomic energy should be directed so as to .•• 
strengthen free competition in private enterprise". An 
Executive Branch policy to encourage private industry to build 
the next increments of uranium enrichment capacity was announced 
in June 1971. Beginning in 1973, the Atomic Energy Commission 
{AEC) asked private firms to consider building, owning and 
operating enrichment plants and granted qualified U.S. firms 
access to classified aspects of the Government's work, under 
carefully controlled security conditions, in order that they· 
might make their own assessment of the commercial potential 
for private enriching plants. A number of firms responded to 
the invitation from which several consortia have emerged which 
are interested in pursuing the possibility of building enrich­
ment plants. 

Diffusion Plant. One corsortium -- the Uranium Enrichment 
Associates (UEA) -- is interested in constructing a $3.5 
billion gaseous diffusion plant equivalent to the expanded 
capacity of one of the 3 existing Government-owned plants. 

Centrifuge Plant Other firms and consortia -- Centar, 
Exxon Nuclear and Garrett Corporation -- have expressed 
interest in cooperative arrangements with the Federal 
Government which would lead to demonstration gas centrifuge 
piants which could be expanded in the future to commercial 
scale plants. The AEC (predecessor to ERDA) requested 
proposals from industry to advance the demonstration of 
centrifuge technology. A modified request for proposals 
is being issued today. 

;· :. ·~ 
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Obstacles to the Entry of Private Industry. All firms interested 
in building, owning and ope:::ating a private plant have concluded 
that some form of Government cooperation and temporary assurances 
are essential to begin the transition to a private competitive 
industry. Among the factors that have contributed to this 
conclusion are: 

The comp:exity of the undertaking, including the Federal 
ownership and the classification of the technology. 

The large financial commitment required and the difficulty 
encountered in trying to obtain private financing. 

The inherent difficulties of ending a Government monopoly. 

The recent adverse financial situation of u.s. electrical 
utilities which are the customers for a pla~t. (Their long 
term contracts for uranium enrichment services must provide 
security for the long term financing required.) 

Some uncertainty as to whether the Government would follow 
through on its commitment to achieve privatization. 

Alternatives to Private Entry. The principal alternatives to 
an immediate effort to achieve privatization include: 

All future additions to capacity financed, built and owned 
by the Federal Government, thus continuing indefinitely the 
existing monopoly. 

Government financing and ownership of one or more additional 
increments of capacity, followed by another attempt to achieve 
privatization. 

A thorough review indicated that, regardless of the alternative 
selected: 

The next increment of capacity can be on line when needed 
(now estimated about 1983). 

Controls and safeguards involving classified technology and 
non-proliferation of nuclear materials can be maintained. 

Customers for the next increment are expected to be primarily 
foreign. 

Foreign investments in an enrichment plant can be accommodated. 
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This review led to the conclusion that the task of explaining and 
implementing the plan for achieving a private industry would be 
difficult and that·a substantial effort would be required by both 
the Congress and the Executive Branch, but that the benefits of 
privatization justi£ied the effort. The benefits of privatization 
include: 

Little or no cost to taxpayers - compared to $20 to $30 billion 
for plants that should be on line by 1990, if the Federal 
Government were to own the plants. (These funds would not be 
recovered to the Treasury for many years.) Under the President's 
plan, revenue of about $90 to $100 million per plant per year 
would flow to the Federal Treasury from industry, principally 
from taxes and payments for the use of Government inventions 
and discoveries. 

An early end to the Government monopoly in a type of commercial 
activity. 

Avoiding expansion of the public sector when industry is 
willing and able to do the job. 

Competition which would provide incentives for lower costs 
and additional improvements in technology. 

The Proposal from Uranium Enrichment Associations (UEA). Uranium 
Enrichment Associates is a consortium currently consisting of 
Bechtel Corporation and the Goodyear Tire and Rubber Company. On 
May 30, 1975, UEA submitted a revised proposal to ERDA calling for 
cooperative arrangements with the Federal Government. The principal 
features of the UEA proposals are summarized in Attachment #1. A 
contract containing the details of a cooperative agreement would be 
negotiated by UEA and ERDA. 

Centrifuge Enriching Projects ~ Request for Proposals. 

In August of 1974 the Government announced a program expected 
to lead to several relatively small industry constructed 
demonstration projects. 

Gas centrifuge technology has not yet been applied on a 
production scale suf£icient to permit full industry commit­
ment to large plants. At least three companies are interested 
in undertaking private centrifuge enriching projects now which 
would be scaled up progressively from small demonstration 
modules to a capacity the economies of scale for centrifuge 
enriching are expected to be largely realized. These are 
expected to be 1/3 to 1/2 the capacity of the planned diffusion 
plant. /-;-:;~~...._ 
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Government~industry cooperative arrangements similar to that 
required for the UEA diffusion project may be required. 

A Request for Proposals for this program which extends and 
elaborates upon the earlier program is being issued today: 

Proposals will be due on October 1, 1975 and it is the 
Government expectation that several proposals could be 

·accepted to proceed more or less in parallel with each 
other and with the UEA project. 

Proposers will describe their proposed project in detail, 
including plant design, size, location and schedules and 
specify the type and magnitude of Government support 
necessary to proceed. 

Small initial modules, perhaps 200-300 thousand units 
per year could be in operation in the early 1980's with 
2-3 million unit commercial scale plants achieved in the 
mid-1980's on a time frame consistent with the growth 
of the market. 

Centrifuge technology permits adding small capacity increments 
as required to closely follow market needs. 

Proceeding with several centrifuge demonstration projects in 
the same time frame as the gaseous diffusion plant will further 
the objective of developing a private, competitive enriching 
industry and maintaining U.S. world leadership in this field. 

OTHER ACTIONS RELATED TO URANIUM ENRICHHENT CAPACITY 

Increasing ERDA's Charge for Uranium Enrichment Services. 

The current price charged by ERDA for uranium enrichment is 
based on a statutory formula which says that ERDA's charge 
must be established on the basis of the recovery of the 
Government's costs over a reasonable period of time. Appli­
cation of the formula has resulted in a present charge of 
$42 and $48 per separative work unit, depending on the type 
of.contract a customer has with ERDA. This price will rise 
by the end of 1975 to $53 and $60 per unit. These prices 
reflect the low cost of construction during the 1940's and 
1950's for plants built primarily for military purposes. 
These prices are much lower than the quoted world market 
prices of enrichment services of between $75 to $100 per 
unit. 
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The President announced in his 1976 Budget his intention to 
propose legislation tc the Congress to permit ERDA to raise 
the price of enrichment services from its plants. The new 
price would be established to recover the Government's costs 
and place the pricing of Government enriching services on a 
more business-like basis. This step would encourage private 
sector interest in building enrichment facilities and end an 
unjustifiable subsidy to both foreign and domestic customers. 
The new price would include a rate of return on investment 
more appropriate to the private sector than the Government's 
rate of return, an allowance equivalent to corporate income 
taxes and also include other costs typical of private operations • 

. On this basis the new price per separative work unit will be 
approximately $75. 

This legislation has been submitted to the Congress by ERDA. 

Contract Relief for Current ERDA Enrichment Customers. 

Present ERDA enrichment contracts require customers to corrunit 
to a fixed delivery schedule and to make prepayments amounting 
to about $3 million several years prior to the first delivery 
of enriched fuel. Since these contracts were signed, many 
nuclear power plants whose fuel was covered by these contracts 
have been postponed or cancelled. 

As a result, many utilities now face the prospect of having 
to pay for uranium enrichment services well in advance of 
the revised completion dates for the reactors. 

In order to free both ERDA and the enrichment customers from 
unrealistic commitment, ERDA, after notifying to the Joint 
Committee on Atomic Energy {JCAE), has announced that it will: 

·Grant customers the right within a 60-day period to 
serve notice that they wish to terminate their contract 
with no cancellation fee and with refund of any payments. 

Permit those wishing to defer deliveries {rather than 
terminate contracts) to have a one-time adjustment of 
contract commitments without penalty. 

Permit a similar one-time adjustment of the rate at 
which uranium feed should be sent to the enriching 
plants to coincide in part with the slipped enrichment 
requirements. 
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These actions would: 

Result in a larger U.S. stockpile of enriched uranium 
for use as an inventory to support the new private 
uranium enrichment plants with backup supplies of 

·enriched material, should any delays occur in their 
initial operation. 

Establish a more realis~ic data base for evaluating 
future domestic and foreign enrichment requirements. 

Grant short-term financial relief to the utility industry. 

ERDA Conditional Contracts for Enrichment Services. 

Some customers placing orders with AEC (predecessor to ERDA) 
in mid-1974 were given conditional contracts; i.e., contracts 
contingent upon the approval by u.s. regulatory authorities 
(now the Nuclear Regulatory Commission) of the use of recycled 
plutonium as a nuclear reactor fuel. These conditional contracts 
were backed up by announcement that the u.s. would have expanded 
capacity available that could fulfill requirements, if needed. 

The expanded u.s. capacity that will result from the President's 
plan will provide sources of supply that can be tapped by the 
holders of conditional contracts. 

. •' .~·-
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ATTACHMENT # 1 

SUMMARY OF THE URANIUM ENRICHMENT 
ASSOCIATES (UEA) PLAN AND PROPOSAL TO ERDA FOR 

A COOPERATIVE ARRANGEMENT 

Physical Description of the Project. 

A 9 million separative work unit per year gaseou3 
diffusion plant would be built near Dothan, Alabama 
on a 1720 acre site on the Chattahoochee River. 

When in full operation the plant could provide enriching 
services for about 90 large nuclear power reactors. 

The plant will require about 2500 megawatts of electrical 
power which will be supplied from a dedicated nuclear 
power facility located nearby. 

Project cost estimate (exclusive of the power project) 
has been estimated by UEA to be $3.5 billion in 1976 
dollars. 

UEA projects continuation of design work now underway 
on the project during the next several years with 
construction scheduled to commence in 1977. 

Full production from the plant is projected in 1983 
with limited production starting in 1981. 

Nearly 50 million construction manhours are estimated 
for the project. A peak construction labor force of 
about 7000 workers will be reached in 1979-80 and the 
permanent operating staff of the project is expected 
to be about 1100. 

The plant will be processing and upgrading natural 
uranium and thus will have essentially no radiation 
hazard. It will be similar to a large materials 
handling plant except that the product material will 
be much more valuable. 
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Financial Structure of UEA Project. 

UEA expects that two to six companies in addition to 
Bechtel and Goodyear will comprise the consortium that 
will undertake the project. These companies are ex­
pected to be identified within the next few months. 

Based.upon marketing efforts to date, UEA projects about 
40 percent of plant capacity will be taken by U.S. 
domestic utilities and the balance by non-u.s. organi­
zations in countries with which the United States has 
Agreements for Cooperation permitting the transfer or 
disposition of enriched uranium. (Under the Atomic 
Energy Act voting control for such a project must 
remain in the hands of the United States investors at 
all times and the project is so structured. The secrecy 
of the process will be protected and foreign costomers 
or investors will not have access to classified technology 
or information.) 

Project financing using an 85 percent debt, 15 percent 
equity ration is contemplated for the project. 

The equity corresponding to the domestic portion of plant 
output will be supplied by UEA and the debt financing 
will be raised in the commercial market primarily on 
the basis of the security of long-term (25 year) non­
cancelable enrichment service contracts with domestic 
utilities. 

Both equity and debt for the foreign share of plant 
output is to be supplied from the foreign customers' 
own sources of capital. 

Pricing of product from the plant is based upon the 
recovery of all operating costs servicing of debt and 
an after-tax return of approximately 15 percent on 
equity. 

A 3 percent payment, based on gross sales would be paid 
to the Government for use of taxpayer-developed technology. 

Customers. 

A number of United States' utilities have executed 
contingent letters of intent with UEA to purchase uranium 
enriching services from the new plant and a number of 
additional utilities are now evaluating their requirement 
for services. 

t •• 
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UEA has made extensive marketing contacts overseas and 
anticipates that foreign commitments will be forthcoming 
from Iran, Japan, West Germany, France, Spain, Taiwan 
and other countries. 

Cooperative Arrangements. 

Due to the unique nature of the project, the very large 
capital requirements, and long payout periods, UEA has 
concluded that it would not be possible to move ahead 
without certain forms of Government backup assistance. 

UEA has proposed that the Government: 

Supply, at cost, essential components presently 
produced exclusively by the Government. 
Supply the Government's gaseous diffusion technology 
and warrant its satisfactory operation. 
Provide during first years of operation limited 
access to and from USG's stockpile of enriched 
material to balance significant start-up loading 
problems. 

UEA has also proposed that: 

The Government provide standby financial backup 
assistance lasting for the critical construction 
period plus one year to offset the current weak 
credit position of the U.S. utility industry and 
the Government to provide such financial backup 
if UEA cannot complete the plant or bring it 
into commercial operation, but such a call is 
at the risk of loss to UEA of its equity interest. 
In this event, the Government has the right to 
acquire UEA's domestic equity position and the 
obligation to assume UEA's liabilities and debt. 
The Government may also require UEA to release 
the project to the Government if the Government's 
interest so demands. In this event, the Government 
would be obligated to assume UEA's liabilities 
and debt. 
The consideration for acquisition of UEA's domestic 
equity position in either case can range from 
loss of equity for uncorrected gross mismanagement 
of UEA to full fair compensation for causative 
events outside UEA's reasonable control. 

,· ·::..' (:.i 
:-.:• 
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All of the above forms of backup assistan~e would be 
subject to contract negotiations between ERDA and UEA. 
UEA believes that the plant can be completed within the 
private sector with no net expenditure of Government 
funds. 

•' •: 



ATTACHMENT #2 

Uranium Enrichment as Part of the Nuclear Fuel Cycle 

The attached chart depicts the nuclear fuel cycle for Light 
Water Reactors, (the type of reactors mostly commonly used 
in the U.S.). About 97% of the reactors obtaining enrich­
ment services from the ERDA gasious diffusion plants are 
Light Water Reactors; a similar fuel cycle exists for the 
other present reactor type the High Temperature Gas 
Cooled Reactor. 

Prior to the enrichment step, uranium ore is minded from 
the earth's crust and sent to a mill where uranium concentrate 
is produced. This concentrate is often referred to as 
yellowcake, or by the chemical symbol, u3o8 . There are 
14 mills presently op~rating in the U.S. The uranium 
concentrate is then sent to a converter where it is con­
verted to uranium hexafluoride, or UF . This is the only 
simple form of uranium that can be ga~eous at conditions 
near room temperatures and pressures. There are two 
UF 6 conversion plants operating in the u.s. 

The uranium hexafluoride is then sent to an uranium enrichment 
plant. There are two processes under consideration for 
commercial use in the U.S. -- the established gaseous 
diffusion process, used in the ERDA plants, and the gas 
centrifuge process. The UEA will use the gaseous diffusion 
process. In the process, the uranium hexafluoride gas is 
pumped through a semipermeable membrane. The desirable 
fissionable isotope, U-235, diffuses through the membrane 
more readily than the nonfissionable isotope, U-238. A 
stream depleted in U-235 is collected from the plant and 
sent to storage. A stream enriched in U-235 is collected 
from the plant and sent to a fuel fabrication plant. In 
this plant, the uranium hexafluoride is converted to uranium 
dioxide uo2 , formed into pellets, and placed in zirconium 
tubes. The tubes are assembled into bundles and sent to 
nuclear power plants. Seven U.S. companies are involved 
in the fabrication of nuclear fuel. 
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After the fuel is used in the nuclear power plant, it is 
discharged and allowed to cool in a large water basin at 
the plant. The spent fuel will then be sent to a chemical 
reprocessing plant. In this step, the uranium and reactor­
produced plutonium will be separated from the highly 
radioactive fission products generated while the fuel is 
in the· nuclear power plant. The radioactive wastes in 
proper form will be sent to a repository. The recovered 
uranium will be converted again to the hexafluoride and 
reinserted into the enrichment plants for reenrichment. 
Plutonium is also a fissionable material that can be used 
as fuel in a nuclear power plant. If use of the plutonium 
is ,granted by the Nuclear Regulatory Commission, it would 
be sent to the fuel fabrication plants; there it would be 
mixed with the uranium and formed into pellets for nuclear 
power plant fuel. There are currently no commercial chemical 
reprocessing plants operating in the U.S.; one plant is shut 
down for modification and another is under construction • 

. £ 
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TO: 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

v/ Ji 

~ CANNON 
JIM CONNOR 
ROD HILLS 

GLENN SCHLEEDE 

SUBJECT: URANIUM ENRICHMENT - DRAFT 
BILL 

Here is a copy of ERDA's latest 
draft. 

cc: Jim· Cavanaugh 
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ENERGY RESEARCH AND 
DEVELOP,\1\ENT ADr,lJNISTRATION 

NOTE FOR HESSRS. HITCHELL AND LU.mTH 

Office of the 
General Counsel 

Attached is a draft bill on uranium enrichrnsnt 
which reflects the ohanges requested at our 
meeting Saturday. I call your attention 
particularly to revised Section 3. This 
Section would provide that if it became 
necessary to pay out the domestic debt-
holders, the Ad~inistrator could turn to the 
Secretary of the Treasury for the cash necessary 
to do so. The Secretary of the Treasury would 
raise the money through borro-;Jing as a public 
debt. Subsequently, ERDA Hould receive 
appropriations to reimburse the Secretary of 
the Treasury. 

Of course, this is more than mere cosmetics. ~· 

Traditionally this kind of language has been 
used for loan guarantees. It was my under-
standing that loan guarantees were not desired 
for this project. 

R. Tenney Johnson 
General Counsel 

•, 

•. 
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DRAFT B1LL 

To c:tuthorize cooperative arran~ements Hith private enterprise 

for the provision oE facilities for the production nnd enric~~2nt 

of u~anium enriched in the isotope 235, to provide for authorization 

of contr~ct authority therefor, nnd for other purposes. 

Be it 0nacted hv the Senat~ and the Ho~se of Reores~ntati~es of 

the United St2ces oF A~~rica in Can~ress asseGbled, That this Act 

may be cited as the "~iucle·a:- Energy Fuel Assurance Act of 1975." 

Sec. 2. Cha~ter 5. PRODUCTib:; OF SPECIAL :1\lJCLEAR i'·L'\TERIAL of the 

,Atcmic E.:l·::?rgy Act of 195!;., .as ar':ended, is fl!I!ended by adding at the 

end thereof the foll~Ning Sectio~: 

\ 

"Sec. 45 Cooper-ative .c\r::-ange:::er:ts for Private ED.ricr .. -::ent 

Projects--

"a. The Energy Re.:;ea;:-c:: a:::: Develc~;::ent Adnini::tration 

is aethorized, without regard to ~he provisions o[ Se~tion 169 

of this Act, to en!:er into coo?erative· arrange:::ents •·~ith any 

person or persons for such periods of time as the Adwinistr~tor 

of the Energy Research and Develop;-;;ent AdministrC!tion c3y deen 

necessary or desirable for the purpose of providing such 

as~istnnce as the Administrator ~ay deem appro?riate and necessary .....___. 
to encourage tl1e developcent of a com~etitive private uranium 

enrichment industry and to facilitate the design, cor.struction, 

Otlnt:-rship ana O?e:-ation by private enterprise of fncilities for 

the production end enricl"-~Clt:!nt of uranium enriched in the isotope 

235 in such amounts as.will contribute to the co~non defense and 

security and encourage development and utilization of nto~ic 

energy to the m.:n:irr.u::t extent cons is teat t·li th the co::r.1on defense 

nnd ~ecurity :r~:l ~,·jth the h.:.1lth ar!d s:lfety of r:h~ p-.t01i.c; 

including, inter"alia, in the discretion of the Admini~trator, 

·I#, 
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'(1) furnishing technical assistance, information, 

enriching services, ~aterials, and equipcent on the basis of 

recovery of costs and appropriate royalties for the use thereof; 
"'" -

(2) providing warranties for materials and equip~ent 

furnished; 

{3) providing facility performance assurances; 

{4) purchasing enriching services; 

{5) undertakir.g to acquire the assets or interest of 

such person or any of such persons in an enrich~ent facility, 

and to assume obligations and liabilities ( inclu diag d2bt) of 

such person or any of such persons arising out of the design, 

construction, o1mership, or operation for a defined period of such 

eniichment facility in the event such person or persons cannot 

complete that cnricr~ent facility or bring it into co~~ercial 

operation; and 

(6) determining to modify, co:aplete and operate"'that 

enrichrnent facility as a Governrnent facility or to dispose of the 

facility at any ti~e, as the interest of the GoverrL-nent may appear, 

subject to the other provisions of this A~t~ 

"b •. Before the Administrator enters into any arranger::ent 

or amendment thereto under the authority of this section, or 

before the Administrator determines to ~odify, or complete and 

operate any facility or to dispose thereof, the basis for the proposQd 

arranger.:ent or a:nendr.:ent thereto which the Administrator proposes 

to execute {including the na:nc of the proposed participating person 
' 

,/~~-T;j'?_~''\ 
/':::: 
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or persons Hi th \vhom the arrangerr:ent is to be made, a general 
• 

description of the proposed facility, the estimated amount of 

cost to be incurred by the participating person or persons, the 

incentives imposed by the agreement on the person or persons to 

complete the facility as planned and operate it successfully for 

a defined period, and the general features of the proposed 

arrangement or amendment), or the plan for such modification, 

completion, operation or disposal by the.Administrator, as 

appropriate, shall be submitted to the Joint Committee on Atomic 

Energy, and a period of forty-five days shall elapse \vhile Congress 

is in session (in cor:tputing such forty-five days, there shall be 

excluded the days on which either House is not in session because 

of adjournment for more than three days) unless the Joint Co~~ittee 

by resolution in \vriting ;.;aiYes the conditions of, or all or any 
• 

portion of, such forty-five day period: Provided, hoHever, that 

any such arrangement or amendment thereto, or such plan, shall be 

entered into in accordance with the basis for the arrangement or 

plan, as appropriate, subr:li tted as provided herein." 

Sec. 3. Provision for contract authority is hereby authorized in 

an amount riot to exceed in the aggregate $8,000,000,000 for cooperative 

arrangements to be entered into pursuant to Section 45 of the Atomic 

Energy Act of 1954, as arr.e_nded. The full faith and credit of the 

United States ii hereby pledged to the liquidation of obligations 

incurred under such cooperative arrangements. 

. .. 
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In the event that liquidation of part or all of such obligations 

should become necessary, the Administrator of the Energy Research 

and Development Administration is authorized to issue to the 

Secretary of the Treasury notes or other obligations in such form 

and deno;nination, bearing such maturity and subject to such terms 

and conditions as may be prescribed by the Administrator with the 

approval of the Secretary of the Treas.ury. Such notes or other 

obligations shalt bear interest at a rate determined by the Secretary 

of the Treasury, taking into consideration the current average 

market yield on outstanding marketable obligations of the United States 
/ 

of compar.sble maturity at the time of issuance of the notes or other 

obligations. The Secretary of the Tre<!sury shall purchase any notes 

or other obligations issued hereunder and, for that purpose, he is 

authorized to use as a public debt transaction the proceedi from 

the sale of any securities issued under the Second Liberty Bond Act, 

~s amended, and the purposes for which securities may be issued 

under that Act, as amended, are extended to include any purchase of 

such notes and obligations. The Secretary of the Treasury may at 

any time sell any of the notes or othe~ obligations acquired by 

him under this subsection. All redemptions, purchases and sales 

by t~e Secretary of the Treasury of such notes or other obligations 

shall ·be treated as public debt transactions of the United States. 

There are authorized to be appropriated to the Administrator such 

sums as may be necessary to pay the principal and interest on the 

notes or obligations issued by him to the Secretary of the Treasury • 

.. 



.• .. 1 

• 

-~ . 
Bill Am.lysis 

Section 1. of the proposed bill cites the Act a3 the 

Assu.ro.nce Act of 1975." 

Section 2. of thz pro:fJosed bill ;.;ouJ .. a auth-:>riz.?. the ERDA. to enter into 

C00:92l'J.tive arre..nge:::ents ~fith priv-ate enterprise for the pro~rision of: facili-

ties for the producti-:m and enric!L-::ent of ura.niu.::t eUYichecl in t:1;3 isotope 

235. 

The Energy_ Research and Develo::;>.:.1ent Ad:ninistration, and 'oe-.Lore it the 

Ato::1ic Energy Co1:1:11ission, h:1.ve con.jucted d:i.scussio.:1.s o--10r the p3.st ~e-.feral 

yea.2."3 Hi th p:ri•mte comnanies interested in entering the u.ra.niu:n enrichr::ent 

business. These ~iscussions 

.· 
indicate-~ that various :for!'!s 

~ 
of Gover~ent assiB-------

that of the gaseous diffusism or gas cen~rifuge p::·o..:!es.s. Thus, all pro'=>-

pective entrants into the p~h'ate enrichrr:ent in:'!ustr:J pe1·cehre e.. need for the .. 
GoverP .. rn:mt to furnish certain technic:J.l assistance, clas.3ii'ied infor·:~a.tio'"l, 

cmd equi:p;nomt l·ihich a1·e not availn.ble from sources othe1· than ·che Govel'Dr:'2nt. 

1'hey indic:1te a nee.J for facility perforr:cJ.nce ?-s:;uran:;es, and 1:-.a.t(!ri:t.ls and 

equip:r::::nt ~-rarra:nties. Hn.ny indicate a need fo!:' Go'.-e:.::-n:nent purcrn.se, fo:.- u. 

lie1ited pzriod and a.rr:ount, of enriching services during initial op;:::;,·ations 

in order to service their debt ar.:J. provide a ret'.lrn on equity '~he;uld thC!re 

not be sufficient cu.:;tor1er dc:-:~3.!1:1 durin3 th~ initi.t:!.l p?.rlod. All st:tted 

the nc::d for Govern:r.en!:'. p-..·ovisicn of enrichir.,s services fro:-:: the~ ~;o\·ern;rc:e-nt 

... 
'·' . ·_ '-·~ t.) to 

should th~ facili t.ic~ f~il to co:--,~~nce operations :t~; schedlllcd or for a 

_,/:~-,:-~;.:,>·:·.' 
; ~-

t ·~~ 

... 
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lir:-<i ted period sui'fer interru:;rtions in operation. 

1'he basic characteri;;tics of the uranilu-:! ~nrich:::f!nt ·Lusines::> inclu-:1~ 

-. en~lneering and con-

nol:Jgy which h3.s been developed by the Governnent on a c:la.ssified basis., 

is subject to rapid improver:"..::nt, 2.nd h3.s not "Jret been pro·ren on a commer-

clal b2.sis; custo2orrs (electl·ic pa:·rer ca~p~nie3) uhich are :.·egulated as 
,,____ . ,, J 

/'t.(,U~1--i1 C"/) .,.,Vt.-'1..-t..;'-t-!.·(.:.}:; u.; !-'11 
to ~:~~j·-•, f1avc a c:\;>l"t2]_ st~t:.:~ur-2 :lesign2d for :·~rini!!:al l.'i:;~-::, a.nd ~-rhich 

fa~e unprecedented capital cc=nit~ents. 

p~o3pecti ve entr.e~nts asserted t:-:..e need for Go~te~=--~-:ent 2.3su.r:~nces e.gainst 

cerb.in risks to en':l.ble securing the l~r;.:! ascu ... J.~s of c3.pi t,., 1 , both debt 

·and eqtli ty, that \-rould be re~p1.ired. for Si} .. -~:: uridert?.kir~g.. ~-ol .. this pu.rp:>se . 

their equity interest in and to assume th2i!:' o'!:llig:lt:i.or!::;, li~"'oili ties and 

debt arising out of th~ir d2c:isian to de .sign., c::lnstruc:t, o•.m or initially 

operate an enricr ... :12nt fac:ili t~,r in the W1li}:ely e·.re:;-tt. the;<:· s(1'::>'.J.ld fail. 

They· consider su:~h :;~.ssuTe..nces e.s:::ential to att:::-:::.ct sui'fic.ient prin,J.te 

invest!nent and orders fro::1 enrich.rr:2nt custa:r:~r->. 

1::2nt Adn~inistr<:ttion to pro·.ri~e ;:;nc:h ::~.ssist:2nce 3.3 i3 deter::!l112d to be 

nec~ssury and in the best int~~2sts of th2 Go~e~n~~nt 2ft2r detailed 

\ ....... 
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."- :i ~~: . o!'l the the nec:c1 to c:r2-.:::.te several 

For this purpo~e 

th~re i~auld be n::!gati':!.ted sui te.ole a~:! effec':i ve inc.;;:ative3 to the pri v:l.te 

en"::.;;rp:::-en;;urs to b•J.il:i and operate an enrichc-::ent facility un:3.er specific costs 

In this i·i2~Y, there ~·;ould be e.::;:;aolished a co:::l.petitive 

pri y.~te domestic enrich_-:ent in:lu.::;try e:ssential '!:;o SU?,?ort the r.:anifold grmrth 

in ml2lear power >·ihich is e:·=?ect:d to t::2:e ?b.ce O'rer the n~xt several dec-

proposed basis for 

:plan. ... 
Innerent in ":he authorization ;ihich ;.;auld ~e pl'07ided by this legisla-

tion is assumption of an obligatio!l to pro·;i.de enrich:::en~ servi_ces. Ho~v-

ever, it Fould nat ne~essarily be recnJ.ired in e~.re~v c~.se th~t t.he dov·ernr~ent - ... . ' 

co!'l:p1ete or. operate the facility if other provisio:1 c?.n be made to meet the 

obli:::;:ttion, inclu:lir:g, for exarr.ple, tr2-nsfers fro::: the Goi:er<T:.·=mt sto~kpile 

or t.1.·an.sfer to oth)::: enrich."-ent pl3..'1~s capable of r.eet~_ng cor:.t:.~~.ct require-

l~:~nts. 2hould it b<.! de.sirable :fo:.· the Govern:::e~t t0 r.:oJify, co::,plete, oper<.!.te 

o!· di:::p')s~ of' and enri.::h~ent f'~'!.cility, a plan th2!'cfo::.: \-rould b2 ~:ub:nitted 

prio~ to ln~lernent~tion. 



Section 3 of the proposed bill >voultl authorize ·the provision 

of contract authority not to exceed in the aggregate $8,000,000,000 · 
• 

for cooperative arrangements to be entered into pursuant to Section 45 

of the Ato;aic Energy Act of 1954, as amendedo In coli!pliance '"i th 

section 401 of the Congressional Budget Control Act of 1974, the 

Energy Research aad Developme~t Administration would seek to obtain 

the authorized contract authority fro;n Congress through appropriation 

acts or a~2ndments thereto. It also pledges the full faith and 

credit ·of the United States to the liquidation of obligations 

incurred urcder such cooperative arr.cmgeoents. In the event that 

liquidation of part or all of such obligations should become necessary, 

.· 
the Administrator is authorized to issue notes or other obligations 

to the Secretary of the Treasury for such purposes not to exceed in 

,the aggregate $8,000,000,000o There is also authorized to be 

appropriated t~ the Administrator such sums as 2ay be necessary to 

pay the principal and interest on the notes or obligations issued 

-• 
by him to the Secret2ry of the Treasu::yo 

... 
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ANALYSIS OF INFLATIONARY IMPACT OF LEGISLATION AUTHORIZING 

COOPERATIVE ARRANGEMENTS WITH PRiVATE ENTERPRISE FOR THE 

PROVISION OF FACILITIES FOR ENRICHMENT OF URANIUM 

The sustaining capacity of the Government's gaseous diffusion· · 

plants has been fully contracted for by foreign and domestic 

customers. The proposed legislation is intended to facilitate 

the addition of new capacity in the private sector. 

·The only feasible alternative to the private sector supplying 

these services is for the Government to build comparable facilities 

and continue to be the sole source of supply. The questions 

of economic an/or inflationary impacts of the proposed legislation 

were evaluated under these alternatives in accordance with the 

issues for evaluation specified in OMB Circular No. A-107. 

(1) Cost impact 

If the objectives of the legislation are realized, ahe 

efficient private industry would eventually emerge to provide 

enrichment services on reasonable competitive terms. The po-

tential effects of a privately-owned and operated industry versus . 

continued government operation are not easily predictable. If 

the Government were to obtain the budgetary authorizations needed 

to expand existing facilities and build new plants, the pattern 

of development, location of plants, impacts on resources, and 

methods of financing could differ from that likely under private 

construction and operation of new facilities. The crucial issues, 

however, are '!.ilhether the dlifferences involve real social costs or 



wnetner tney are iarge~y institutional in nature and involve 
r ,r 
t , little variation in the way of basic demand on resources, im-

( 

portant materials, energy, and aanpower. 

Assuming that private firms gain access to the same, tech-_, ..... 
-, 

nol09ies and have the same advantages of scale and method. of,... •. : .. 

operation, the cost results will be similar under the t.wC>---- ·-···~~ 

al terna ti ves •. With due consideration of the tax effects,. cost&-: ~c.'-

of insurance and private risks, and other normal business 

expenses, the costs of financing a private or public facility- .. 

are essentially the same. 
-"~------

(2) Productivity effects 

If the legislation leads to the establishment of an effect-

ive private enrichment industry, we should expect gains in pro-

ductivity that equal, or exceed, any realizable under Govern-

ment operation. The existing enrichment plants are operated by 

private contractors, and the level of productivity and product-

ivity gains have been satisfactory. We conclude that inflationary 

impacts resulting from differences in productivity between 

private or public enrichment operations will be unimportant. 

(3) "Effect on competition 

If the advantages of competition are to be realized in the 

enrichment phase of the nuclear fuel cycle, it will require con-

ditions facilitating privaty entry, and several firms will have 

to be attracted into the industry. This is probably one of the 

more hopeful aspects of the proposed legislation and with the 

introduction of centrifuge technology it is realistic to expect 

competitive effects that will result in lower costs of enrich-

ment services and electric power. 
: r ~:~-·~-;~·:; · ... (~_~',\ 
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(4) Ettect on materia~s 

The addition of large-scale gaseous diffusion plants, probably 
1'.15*' 

in increments of-S/75 million Separative Work Units (SWU) yearly 

would require sizable amounts of important construction materials 

and process equipment. The major quantities, however, are for 

concrete, steel, piping, etc. that are standard construction 

items. Specialized equipment, instrumentation, gas diffusers~ 

compressors, etc., have special r~quirements in terms of 

materials and manufacturing capability. 

In the long-run, the effect on materials should be identical 

whether the new plants are built by the Government or by private 

firms. 

(5) Effect on employment 

:~-Enrichment operations are capital-intensive and the most 

' immediate impact on employment is in the construction phase. 

I 

About 140,000 man-months of construction labor are estimated to 

be required for construction of an 8.75 million- SWU/yr. plant. 

Some 900 people are required to operate such a plant. Again, 

assuming construction of comparable facilities, the employment 

effects will be similar for public and private operations. 

(6) Effects on energy supply/demand 

There are energy costs associated both with the construction 

of the facilities to enrich uranium and in the subsequent operation 

of the plants. The net energy conkribution of the nuclear power 

operations have been well-documented, and the important result 

of the proposed legislation will be to facilitate the fullest 

exercise of the nuclear option and result in a larger domestic 

energy supply at lower cost to the public. 
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Inflation Impact Statement 

Iu accordance with the provisions of (1) Executive Order 11821 requiring 

·a statement which certifies that the inflationary impact of major pro-

posals for legislation has been evaluated, (2) OMB Circular A-107 which 

implements Executive Order 11821, and (3} the draft regulations of the 

ERDA, the undersigned hereby certifies that an evaluation of the infla-

tionaey impact of the proposed legislation to authorize cooperative 

arrangements with private enterprise for the provision of facilities for 

the production and enrichment of uranium enriched in the isotope 235 has 

been made. 

W11en the objectives of the legislation ~re reali=ed, ~e foresee the 

establishment of a competitive private indus~ry providing enric~nt 

services on reasonable terms. This would facilitate the utilization of 

nuclear power to supplement the production of power from other energy 

sources and result in a larger domestic energy supply at lower cost to 

the public. 

Horeover, a private uranium enrichment industry would generate substantial 

revenues to the Federal Treasury in the form of corporate income taxes 

and royalties for use of Government-owned technology. Such revenues to 

the U.S. Government would reduce inflationary pressures by reducing 

deficits a~d the Government's need to borrow funds to carry on its 

operations. Dividends and interest received by individuals would also 

be subject to Federal and State inco~ taxes. 
"-::-- ·;:~ :~~ 
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TI1e alternatives to establishment of a private enrichment industry are 

twofold: 

l. curtailment of the growth of nuclear power, requiring a greater 

reliance by the U.S. upon higher cost power from fossil fuels, or 

2. t!ontinuation and expansion of the present Government monopoly through 

construct~on of additional Government plants, resulting in greater deficits 

in the. Federal Budget. 

If the Government were to expand its enrichment operations to provide tha 

additional services required, the costs of such services might appear 

lower if no recognition were given to the taxes, insurance, risk, and other 

normal costs of privata business operations. 

(. Since capital costs of new enrichment plants would be essentially the 

same in the private end publlc sectors, and given the e:xpectat:ions of 

increasing efficiency in privately-operated facilities in a competitive 

framework, we conclude that the effects of this legislation will be to 

minimize inflationary pressures on the economy and possibly to lead to 

substantially lower costs than under any other alternative. 




