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SECRET GDS 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. %0506 

c 6Z80:::) 

December 31, 1974 

MEMORANDUM FOR: 

SUBJECT: 

The Secretary of the Treasury 
The Secretary of Defense 
The Secretary of Commerce 
The Director, Office of Management and Budget 
The Deputy Secretary of State 
The Administrator, Federal Energy Administration 
The Director, Arms Control and Disarmament Agency 
The Chairman, Joint Chiefs of Staff 
The Director of Central Intelligence 
The Chairman. Atomic Energy Commission 
The Executive Director, Council on International 

Economic Policy 

Future Uranium Enrichment Capacity: NSSM Z09 

For purposes of clarification, the progress report on recent initiatives 
by the Uranium Enrichment Associates circulated on December Z3, 1974 
was prepared by OMB and not by the ad hoc study group, and is for 
informational purposes. Your comments and recommendations on the 
NSSM Z09 study response are requested on or about January Z, 1975. 

-S:EGR:E'P GDS 

/.:He ltJ/7/0'1 

Digitized from Box 31 of NSC Institutional Files at the Gerald R. Ford Presidential Library
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SECRE'¥ GDS 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 2.0506 

December 23, 1974 

MEMORANDUM FOR: 

The Secretary of the Treasury 
The Secretary of Defense 
The Secretary of Commerce 
The Director, Office of Management and Budget 
The Deputy Secretary of State 
The Administrator, Federal Energy Administration 
The Director, Arms Control and Disarmament 

Agency 
The Chairman, Joint Chiefs of Staff 
The Director of Central Intelligence 
The Chairman, Atomic Energy Commission .· 
The Executive Director, Council on International 

Economic Policy 

SUBJECT: NSSM 209: Future Uranium Enrichment Capacity 

Attached for your information is a progress report by OMB on recent 
initiatives by the Uranium Enrichment Associates on uranium enrich
ment in the private sector. The new initiatives[m:ay sattsfy l::b:e 

/ conceralil that prompted NSS~4 ~09 1 a:n:d thetefu~should be given 
serious consideration when preparing your comments and recom
mendations on the NSSM 209 study. 

Attachment 

. SECRET GDS 
~/0/7/e><f 

g~--3~ Jeanne W. Davis 
Staff Secretar;/~ 

1 j 
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SEORE'f GDS 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

December 1974 

MEMORANDUM FOR 

The Secretary of the Treasg:t'y 
The Secretary of Defense lt,~ 
The Secretary of Commelce 
The Director, Office o~i.fanagement and Budget 

r The Deputy Secretaryl,of State 
The Administrator, Federal Energy Administration 
The Director, Arm/' Control and Disarmament 

Agency l 
The Chairman, Jpint Chiefs of Staff 
The Director of:dCentral Intelligence 
The Chairman~l Atomic Energy Commission 
The Executiv?l!'Director, Council on International 

Economje Policy 
,\~;, 

/if I 

SUBJECT: NSS! ... 1 209:;( Future U:raniu...-n En:ricl-..ment Capacity 
.;:r • l 

{' 

OMB has prepared a stat\is report regarding the activities of Uranium 
Enrichment Associates,/~nd re,ue~ts.that it be circulated to those 
now considering the NS$M 209 s.tudy. 

i 
I , 

:+' 
( 

I 
SECRE'F- GDS 

;.j.f(_ I a 17 I D l.f 

i 

Jeanne W. Davis 
Staff Secretary 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

DEC 2 0 1974 

MEMORANDUM FOR MAJOR GENEl BRENT SCOWCROFT 

FROM: FRANK G. ZABB tr rl \ 
Subject: NSSM 209 on u~ium enrichment 

Within the last several days there have been additional developments on 
uranium enrichment in the private sector which ap.pear to us to be rather 
significant for the issues addressed in NSSM 209 and for the Report 
recently completed by the Study Group which is now being circulated to 
the interested agency heads for their recommendations. 

I refer to the current activities of the Bechtel Corporation, prime 
mover in Uranium Enrichment Associates. Attached is a progress report, 
prepared largely by AEC staff, on Bechtel/UEA's recent activities and 
discussions with its potential customers, both foreign and domestic. 

On the basis of a further conversation with ~k. Jero~ Kowes and his 
associates of Becbteliu~A ao recently as Decen~er 19, we at O!m bal!eve 
that the Bechtel/UEA effort is an aggressive and extremely serious one 
and that it may well be able. to satisfy the concerns which prompted 
the NSSM 209 study. 

I should appreciate your circulating this memo and the attached summary 
to the members o£ the NSSM 209 Study Group for their information and 
with the request that it be made available to their principals in their 
consideration of the Report of the Study Group. 

Attachment 

DECLASSIFIED 
E.O. 12953, SEC. 3.5 

VSC r~EMO, 11124iS8, ST!iTt: DEPT. GU!D:i.1::~1 
.. . .,~ ~-"'.,/J.4_. , u.r e.''F /o.l?l ti lf 

rf ' 



Progress Report on UEA Initiative as of 12-18-74 

1. UEA has recently completed another round of negotiations in Japan, 
Iran and several countries of Western Europe; these negotiations are 
expected to lead to financial participation as well as purchase of 
enrichment services. 

2. Prospects are that these foreign nations will provide up to 60% 
of the financing of UEA and take a corresponding share of the capacity 
of the plant. 

3. UEA has identified five areas of Government assistance and assurance 
which it believes will be necessary to make a final commitment possible. 
These have been discussed with AEC and OMR. 

4. Three of the five areas appear to present no problem for AEC and 
OMB. The other two involve (a) a Government guarantee to complete the 
plant in the event of UEA's failure to do so and (b) purchase of up to 
18 million SWUs by AEC/ERDA. The feasibility of a plant completion 
guarantee is being further explored, and AEC has suggested a purchase 
commitment in the range of 5 million SWUs. An effort is being made to 
resolve these matters. For example, UEA is planning an insurance 
arrangement which would protect the u.s. Government, at least in part, 
against the cost of completing the plant, if this should prove necessary. 

5. UEA on December 18 met again with officials of the Edison Electric 
Institute ('EEI) mld ~C'Y ... eral ~j_or electric utili ties and subsequently 
repcrte~ to !EC and OMB that en~curaging progress was made. Sever~l 
utilities indicated a readiness to sign a letter of intent if some fair 
portion of the Government assistance measures identified by UEA could 
be realized. 

6. The EEI executive committee will consider the UEA initiative 
further on January 15 (based on what is expected to be a favorable 
report by the group with which UEA met on December 18) and may release 
a public statement of support at that time. 

7. UEA will meet again before the end of this month with a potential 
corporate partner with a view to reestablishing UEA as a multi-firm 
consortium. 

8. At its meeting with AEC staff following its meeting with EEI, UEA 
estimated that partners, financing and agreements with customers could 
by June 30, 1975, be brought to a stage which would assure that the 
project would go forward. 
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NATIONAL S~CURITY COUNCIL 

December 23, 1974 

NOTE TO JEANNE DAVIS 

Frank Zarb has asked that the attached 
be circulated to those preparing agency 
comments and recommendations re
garding the NSSM 209 study • 

David Elliott 

. , " ... 
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File the attached package in: 

N SSM (SF S) _..,:)'o;...__9&...-._f older 

NSDM(SFD) _______ folder 

USC(SFU{;..,~~---folder 
Mtg(SFM) _________ folder 

other -------



S:SGRET GDS 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

Decer.nber 19, 1974 

6225 

MEMORANDUM FOR: 

SUBJECT: 

The Secretary of the Treasury 
The Secretary of Defense _ 
The Secretary of Cor.nmerce 
The Director, Office of Manager.nent and Budget, 
The Deputy Secretary of State • 
The Administrator, Federal Energy Administration. 
The Director, Arr.ns Control and Disarr.nament 

Agency ~ 

The Chairman, Joint Chiefs of Staff r;/'. 
The Director of Central Intelligence . 
The Chairman1 Atomic Energy Cor.nmission" 
The Executive Director, Council on International 

Economic Policy • 

Study of Future Uraniur.n Enrichment Capacity: 
NSSM 209 

Attached is a study on U.S. Policy on Enriched Uraniur.n, prepared 
by an ad hoc working group in response to NSSM 209. It includes 
a delineation of alternative approaches for the expansion of U.S 
uranium enrichr.nent capacity, governr.nent organizational options 
consistent with these approaches, and dor.nestic and international 
criteria to be considered in selecting an approach. 

In order that the report r.nay be prepared for the President's con
sideration, your comments and recor.nmendations are requested 
by January 2, 1975. 

~EGRE'F- GDS 

1~"-t<. /Df7!o1-

J~is 
Staff Secretary 
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NATIONAL !JECUf~JTY COUNCIL. 

WASHINGTON, D.C. 20506 
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GOt-iFIDE'?iTh\L /GDS September 5. 1974 

National Sccuritv Stuuv '1-:temorandum 209 

TO: The Secretary o! Defense 
The Director, Office of lv1anagement and Budget 
The Deputy Secretary of State 
The Director of C cntral !ntelligenc e 
The Chairman, Atomic Energy Com.mission 
The Executive Director, Council on International Eco.:1omic Pc. 

SUBJECT: Policy on the Development of Future Uraniu."U 
Enrichment Capacity 

The President has directed that the issues associated \\.rith .:::. si'-.ift lo 
private ownership of part of our future \Jranium enrichm.ent c·a?acity 
be reexamined. The study should consider' but not be lim.it:cd to the 
followj.ng: 

r---•• 
y~at is the outlook for private sector asst~'TI~1tion of th~ cn::-id:.
ni~nt business with present anci prospective technologies? 
.u 

' . 
'\'hat are the prospects for adcqu'-te prodt:ction resour<.: •"'!S hcbg 
deyeloped to meet the long-tcrn1 projected inc1"easin:; ilE>n:ancl 
for uranium enrichment facilities? 

. ' . --._, 
What governmental actions (and associated costs} wculd be 
rd~uircd to facilitate private entry and to ensure iutu:..·c supply? 

l~- ' 
0 

What would be the implications of private control o! cnrichm~nt 
for U.S. foreign policy, trade c:.nd ·energy policies, dornestic 
and intd'rnational nuclear safegt~ards, and non-proliferation? . . 

What are the <:osts and implications of the U.S. govcr!'n-n.cntal 
comn"litlnc:nts to \Vc:ddwidc SUi)i)ly, assurance o£ ti:acly ;:tv<::.i!d~ 
bility, an.d hpndiscrirr.i:-:.titory ~cccse? How can it be ensu:·cd 
s.l1al tl'e ,..,.l.;v-1' ._ -• ·•r \'"0'· 1 r:l ... ''t a ,.:1 ·u<· ... · ;.., ~ucl.. -,..m-~:•·~~ ... -~-_. &.. \ j,J - d .• t.! w\!\...l.V v \.41 1J.1\.-~ l.L\.J. ;:> ~:.J-..<..4.4-t.A U •1 \...V 4 ,.,...,..,. .. ,.., .. -., ... ...,, 

and what \vo\.:lcl be the f.:.lrcign policy irnplications if these con::nit
mcnts were not m<;t? 

. _.. .. "" ............................. , ...... ,.,". ,,~ .. '" . 
. --... ~Ut'I:M :i:k' ... '" 4 :::1lC::&::S'I \.,.4.J.,..•"""" 

L; 



Appendix A 

-GONFIDE)iTit\:L/GDS z 

What are the prospects and implications (for example, for 
trade benefits and proliferation) if privc;~.te activity were to 
result in business arrangements abroad through which 
enriching technology becomes subject to transfer, sale or 
licensing? 

Can satisfactory oversight of private industry be established 
and adequate mechanisms developed to facilitate the planning 
and long-range actions necessary to maintain the appropriate 
U.S. stockpile of enriched uranium? 

_What are the organizational alternativ-es to private assumption 
of enriching services? (Each alternative should include 
discussion of its legislative. cost, and budget hnplications, 
probable Cong.ressional and utility reaction, and impact on the 
nuclear industry. ) 

.. : .. :. 

Based on the above analysis and other relevant factors, the. study sho':.!!cl 
outline the policy optio:1s open to the President and their adv-antages a:1d 
disadvantages. 

This study should be carried out by an Ad Hoc G::::-oup comprised of 
representatives of lhe addressees and the NSC staff and chaired by the 
representative of the Atomic Energy Commission. The study shoutd b<:! 
conducted on a clos.e-hold basis. It should be· forwarded to the PresiO.ent 
for his consideration no later than October 1, -1974. 

cc: 

/! ____ .· If: ;L __ 
.. HJry A. I{issinger _ ~ 

The Secreta t·y of the Treasury 
The Secretary of Commerce 
Counsellor fo the President for Economic Policy 
The Aclmi:1islrator, F'edcr:d Encrg:y Administration 
The Chairman, Joint Chiefs of Staff 

. 
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Appendix B 

~·he Dc!Jortmcnt of State has. been requested by your 
office to co;;;7::cnt on H.1~. 17322, a bill "'l'o '~17\cnd the 
Atomic Energy Act of 1954, as accndcd, to establish 
the U.S. Enrich~;~ent Corpor"tj.o:1, z:!nd for othc~ purposes.'' 

The E>:ecuti vc and Lcgisl<1.ti ve branches of the Govern
ment have been engaged in intensive discussions for at 
least the past three years on how the United St~tes 
should assure i tscl£ ·that it ".·lill have sufficient 
uranium enrich~cnt ca6acitv in the future to recat the 
.fuel needs or ::he burgc.:oning n~~::'bcr cf nuclc.:-11:: po·.-:c::r 
plants schc::.~ulcd to co~c in::o opcratio:1. The Dci)<:u:::t::;cnt 
of State has played an active role in the Executive 
branch discussions, , .. 1ishina to ma}:e certain that our 
foreign policy interests were preserved. Nc arc par
ticularly concerned that the United States remain a 
reliable sup;?licr of urani u::1 e~1richr:.~ent services to 
other natio::s. I·Je thereby nay be able to reouce the 
uncol).trolled s;>rcad of. se:1si ti '.Te enrichn8nt tcchnoloc;y 
that can be used to produce highly enriched uranium 
for \1eapons !Jurposes, and •.-;c may be also able to require 
the imposition of internationul safeg"!.lards on the 
slightly enriched urani u::1 and !!Uclcar P.m·1er plants 
using this material- that the U.S. furnishes to other 
nations. 

Furthcn·.1orc, the United States gairJs substantic:ll revc::ucs 
fro:n abroad in t!-:.c sale of cnric!-1:;-:ent .services and ·f:-c::l 
the sale of G.S.-tvnc nuclear oo~er ola:1ts. Our into~-- - ' .... .... 

national posi~ion in this n~rket h~s deteriorated 
marl,cc11~' duri::g tl1c past ie:·.-; l'car:., a:1c1. an i11crcc.sing 
amount of cnri.ch~cnt s~lcs, of ?Otc.:--;ti21 si9:1ific~nt 
dollar v~luc, arc bc:i.n~J lo!:;t to :S'..!ro;::c.::m e:1ric!1:::ent. 
organi...:ations and to the USSH. Tlli:::; adverse situ.:ltio:l 
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is duo not only to the desire of our custoncrs to seck 
altel·n;tf:i\·c~ r;onro'~: of ra:~1~:1J.y b::':. itJ.!::o--.:md mora 
imnortantly--to thcil:' cl:i st:r.u:.::t: crf the United Stutes as 
a l.·cliablc ft'ttn·c- ~;u:~·Dlicr, cnr:J:e:1<.!::~rcd b':' the ch.:mr!es .... ... .. ~ 

adopted by t:h..? A:~c in. its Urii.niu::t Ent·ich:-:1cnt: Criteria. 
ancl contru.c!::i.n~; practices. - Foreign suspicions have 
been hci~:htc:-:~.2c1 in rec;nt n'C!1ths by the !>PS!'JCn~ion of 
furtl:t"'r c~)n r· i~i!C!::L~0 !::o;~ <.'!n::-i c:1::::::1 t sDr•:i ccs by th0 1\i~C 
and by the c.;:!lily thnt j s being e:,?cr.ienc~cl in n.ttr.:1ct
in~r pJ::h·.::tc i.;!(,;.':; t.1:y in the u.S. to invest in a fourth 
enrichment pl.:::mt. 

Decam::c of our foreign policy concerns in this field, 
as \·:ell as conc~rns 2JJout private entry and the need 
to assure do:-r:cstic su;)~)lics of cnric!;.cd urani tt::1, the 
Prcsid.:;nt directed, ti1:::-ou:;h NSS:-1 209 1 thi:lt un intcr
agcnc-.f study o:Z the :r.u:-tter be IT:<3.dC. '.l'he study hac not 
been completed. The National Security Council is now 
obtaining on c:n ur~jcnt bc.:.sis ind·2p8ndcnt agency vic\·ls 
in order to co:::!_)lete the study for the Presiucn:t u.s 
soon as possible. l·le· believe thi<t the Executive branch 
should not tn1;o a position en the Hosner Bill until 
this fitudy ha;:; been cor.1plcted and revie·,·:ed by· the 

· President. 

We believe that consideration might be given to resort
ing to further U.S. Govcrn:-ncnt invol ve~c;nt in the 
construction of ne~·: enrichrr:ent c~pacity, if private 
entry does not occur ·.·li thin a rec::.sonable time frame. 
One altcrnativ0 under study i!.> the establish::~ent of a 
Government Corporation,.whethcr the approach presented 
in the llosmer Bill or another c:.pproach. On the assui:lp
tion that the President \·7ill \·!ish to e::-:2 ..... ~ine all 
feasible options g-enerated by the final NSSI·1 209 report, 

. we are net in a position to raakc a firm recor;:.'1lcndation 
for or .:r:;ninst JI.R. 17322 at this time. Ho·.-1ever, '''e do 
believe ·!.:'\t if a decision by private interests to 
constnL·· the next enrici1r.12nt plan'!: does not materialize 
soon, o~1r foreign policy objectives \·/ill deteriorate 
still further, nnd that suitable contingency plans 
shoula be nvail~Jle in that event. The Govern~ent 
Corpor.:!tion <<:.:·?roach, \·:hich cntu.ils a CO!lsidcrable 
time delay £o1.· the pn.ssagc of legislation D.nd subse
quent orgu.niz~tion~~l u.rran~;c:;:c:~ts, Houlc.1 not pro•Jidc 
the short-tc!~::t rer.~~dy required to overcome foreign 
policy concerns, \·;hatcver the long-tcl'":hl rr.crits of this 
approach. 

SECRET · ,(<' -;~ 
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If Uw l\<'b .in .i ~: t·. l"<t !·..fc•:l ~~hc)n 1 c1. (1;:'!c:i. d~ to ::a~pport t:hc 
bill, \·!C believe th.:tt ccrt.;1:i.n tii;:':'.mc:mcntn !Ji1oulcl be 
r.mdc to it to iw-:; u.n~ th.:1i.·. OU!: fo:reign p~)licy respon
sibilities arc protected. 'fhc :~hnngcs proposed urc 
as follo~·;s : · · 

1. Sec. 301, line a l pngc 2. Insert II forci~rn policy 
of the United S'..:<:.tcs," bc't'\·:ccn 11\·:ith 11 nnd "t.hc". 

2. ~Sec. 302(i) .;1nd Sec. 30r.{j), pages 5 <1nd 15. 
H.::tt.ht!r th.:.dY c:-~·r!yin'] the ris~1t to the! Corpor<ttion 
to constru=t ns~ capacity or to ndd to existing 
capacity v.1i thc'-lt x:.cncl::lcni: of the Act, thet~e 
sections \·.'ould be more in our interest if the 
Presid-:::mt \·.'C1:-c c:-:?Licitly .:~u!.:hori~cd to permit 
the Corpor2tio~1 to inc:.:cD . .sc its enrich:ncnt 
C "'l)'tC" J-u t'•'-'''ich C""'1"''··--uc'· :t' en o1- "'c1 c1.; '·J· 0'1al \..t ' ........ l..) l ... MM \,~I ...,. J... \,.,.. J ...., ~ .L \.,.... i - ~ "' J... '- ... i 

facilities U?O.il a finding that ~1c increase was -
necessary bccauzc of a co~?olling foreign policy 
reason, a nntional CP.lcrgcncy or for nationnl 
security reasons. If financial assistance f~om 
the U.S. Govern:.1cnt '.-.'ere required to carry out 
the Presidential directive, then the budget 
process end nor~al lcgislntive ovcrtight would 
insure the involvement of the Congress. 

3~ Sec. 304(d) 1 line 5, ~oge 4. Insert 11 foreign 
policy or' the United States, 11 bch1een 11 \vi th 11 

and "the". 

4. Sec. 304{d), line 11, page 4. Insert "on a 
nondiscrinin~tcry basis as between foreign and 

.domestic custom3rs, 11 bet-..·;ecn "fuel" and "as". 

5. Sec. 308 {d) , line 19, page 10. ·Add the follo;</
ing after 11 5tutes. 11

: "and Provided Purthcr, 
Tl)at the Corporation shall offer such services 
to forei9n 2..11d dc:-.1cstic customers nlikc on a 
nondiscrinlin<:ttory basis. 11 

G. Sec. 307, line ·18, p~gc 8. ;rn title, change 
"co;.i:H'l"l't::S" to "C~:-::a'.l.'T!.::SS". Line 19: Insert 
11 (a) 11 before "There". Add nc\v subsection (b) 
follo·.·;ing existing Scct:i.o:1 307 as follO'.·lS: 
"~1crc shall be an 'Interagency Cc~~ittce on 
Ur·i.miuhl Enrich:.H..:!1t 1 to cH1Vi!:;e -the Cor;)orntion. 
This Co:nr:Li. ttec shnll co:1sis t ·of scnio~ rcpre
senta t.i vcs of the l'~cl.::iini:::; t!:'ntor of Ehi'Ji\, the 

'..., 
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Clltli l:j~l~!rJ -of t:l1c ~~J·~C, t:l1c! :;'-;L~l~ct.::l~ .. ~l u.f Sl:i1-L:(~, ti1c 
Secl:-etm:y of D..:.:!ie!:sc, the n.i.re:ctor o£- the i;rm~.: 
Cont:t:ol <:!nd Di~nl·;:l:-:-:wnt i'\.r;!"ncy, nnd of ;,uch ·C'!hcr 
offic0rs of 'l:hc United Bt.:ttcs Gove::r:n;~1cnt: c:::s th0 
Pro~::ddc:nt. £hnll dc·:-:i9nc:!tc. :The Co:.1::1ittee sh.:tll 
meet periodically ~~1d shull rcvie:·.,• t.hc activit:ies 
an<.l poJ.ici..:1s of the Corporu.tion and provide 

-advice oa m:lttcJ:s of c1orac:!.>tic and foreign policy 
concern.i.!:~r tb ·.:! bu~;j ncs:::; of t!1c~ Ccl~P~)~ .:1 i:ion. •r;lo 

· Commi t.tcc shu.lJ. prE;;;;-.r:rc i:m o.nnual repol:t foi:- tho 
Prc~;i de:.;·;: ~l.~1.::l::' ~: j n ~r the do:::·.:.;:~ tic r:nd f o~c:!. ~:m 
policy consequences of the activities and plans 
of the Cm:;::or<J.tion and r:u:::J~ing reco:.1r:1'~nd<:1tior;s on 
matters of do:ncs .. cic and foreign policy concern." 

7. Sec. 30 8 { •~> 1 line 12 1 page 9. Rerr.ove the phrase 
''To the c;,~tcnt it deems ncccssm.:y 1 11

• 

8. Sec. 319(a}, page 45. We.are concerned th~t the 
exemption gr.:mtcd to the Corporation may be too 
broad, in that the Corporation docs not appear to 
be an nppropriatc body to be vested with th6 
authority to md~c national and international 
security dcterm:i.nutions on the import and export 
of source and snccial nuclear materials arid 
-'-!-.: ... , .. ,., t-- ,J...."'--_...~r.,...,"'"' 0 ~ .. ,,~,M;,....,-1- J-'"' i·hr::. 1-i,...Pnc::ina 
~l.VUJ..U l..J't.;:: \...J.&.\,;.;...t..t...;;...:..u.J..- ....,"-'hoo'.J"-'-"- "-'-"' .._ .... _ ----~~--!,...~ 

autr,vri t:y· of t:11:.:! 2:-!:J?~ct_:·ri n~~ l:"ei!e1:"t!l ?~(JPDG~': 
presum2bly ~-JRC. \·~e defer to the l~tonic Energy 
Comm:.ssion for its vie\·:s on hoH safeguards and 
physical . security rcquircr:1cmts Hould be estab
lished and regulated for the Corporation's 
activities. We note also that the reference 
to section 18 of th~ Atomic Energy Act appears 
to be in error, sipce the Act contains no such 
section •. 

9. Sec. 321, page 45. ndd new Sec. 32l(b) as 
folJ .---.:s: 11 'Ihc Chairra::.n shall consult on a 
ragr ... r basis Hi th the !·E\C, ERDA, State, 
DOD unu l~CD1\ I and other l:"cdcrnl dcpart::v~n ts 
and agencies on corporate matters affecting 
the respo!"lsibil:i. tics of the rcspecti vc dc?art
ments and o.gcncics and shall conduct its 
intcrnntion.:::l <J.ctivitics un<.:er the gencrnl 
foreign policy 9uid~ncc of the Secretary of 
Stutc. ... Renumber present Sec. 321 (b) as (c) 
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MEMORANDUM 

COUNCIL ON INTERNATIONAL ECONOMIC POLICY 

SECRET-

January 22, 1975 

FOR: David D. Elliott 

FROM: Gus Weiss ~t 
SUBJECT: CIEP Response to NSSM 209 

CIEP favors private entry (option 1) but questions its likeli
hood, given economic conditions facing the electric utilities, 
the technical risk, and long pay out. The Council believes 
that some more time should be allowed UEA, since this 
appears to be the last chance fox private entry and budget 
savings. But this time should be limited, and the USG 
should prepare its contingency plan for publicly owned 
enrichment. Also, the new energy proposals calling for 
200 power reactors by 1985 were made as NSSM 209 was 
nearing completion; CIEP recommends that the enrichment 
decision be made with this long-term national goal as a 
consideration,and by this is meant some expedition in winding 
up the enrichment decision. 
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We are znost annreciative of the continuing interest which has 

.. 
•• 

bee:1 shown by the Atomic Energy Commission in the develop
.ment of U:rc:..niUIIl Enrichn:.er..t Associates with resoect to the fi:rst 
privately owned enricr..ment facility to be built in the United States. 
Om:- efforts ~ave been devoted to develop ·this enterprise L~. a 

· . manne= consistent with sou...'"'l.d business practices; acceptable ·to 
. :the. tLtility customers both foreign and dorr..estic; respor:.sive to 
.. the require.t:lents of the financial community; attractive to the 

· .. · ·potential investors and compatible with the expressed position o:f 
·! the. United States Govern.Tl'lent which has committed this country to 
~:be· a c:ontinu.ing and· reliable- source of enrichinent services. 

.. 

: We .are c:on~de:::.t t..~is project: cap. be carried out in a fashion 
. -:~.consistent with the aims of providing uranium. enrich."''lent fadl-

, .. ·. ·mes developed, owned and operated in accord.a!,l.ce with private 
· . industry practices. As we ·visualize the development of this 

·=J,roject, ~ .. ·e foresee that a substantial portion of the capacity of 
· the plant (60o/o as now foreseen) is ccntracted to foreign re::.ctor 

... -needs. These foreign reactors are light: water reactors built in 
accordance with U.S. technology as a pa:rt of U.S. industry sales 
a})road. In order to avoid the probler:1s of political change"' 

. currency :variations and other possible modifying events, the 
·.contracts v.r'i.ll req\lire that the foreign customer finance on a .firm 

'basis the p=:-:-tion_ of capital !::::ivestrnent consistent with its perce~~ge ·. · Ptt . · · · · · - . · . · · 
/
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of the plant output. This financing will be required to come f:rom 
the customer's own sour_ces of capital and will include participation 
in equity as well as debt~ We have explained this to prospective 
foreign customers who find it acceptable and who also understand 

. that the voting control will be retained in United States hands • 

. · : ·The financing of the portion of the plant developed to• United States 
utilities needs will be done on the basis of equity supplied by 
United States· investors drawn from substantial industrial con
cerns and with the debt secured by firm take-or-pay contracts 
from the U.S. utility purchasers of the ·enrichment services • 

.. 
. Obviously~ the equity position, including return on equity, would 
be the first line of assurance against any unanticipated events 
which might affect the operation of the plant and servicing of the 
d.ebt. ; "' .... 

.· . ._.· 

UEA is proposing to establish a. reserve fund to be built up from 
·the cost of separative work. The amounts accrued in this fund will 
be held in trust to provide for servicing the debt. It is anticipated 

. that the accrued funds, plus earnings in the funds, will develop an 
t .. 
t. 1 ~ amount which, after about 16 years of operation, will be sufficient 
":.J·.. to permit the retirement of the balance of the debt. At that point, 
, •:;-"- ':. ·the cost of separative work units would be reduced by elimination 
':. -:" -:- t 

•. 

,. of·charges for the reserve fund and charges for debt services • 
. \.The ·reser.ve fund is intended to provide protection in the event of 

. & defaulting U.S. utility or other unforeseen financial risk during 
the operation of the enrichment facility. 

'•· 
. ' 

. In furtherance of its efforts to rlace U'F.A on a, commercial basis, 
:- an insurance program has been developed which promises to 

afford substantial protection against physical damage, business 
interruption and liability. This will be a carefully integrated 

~· program of insurance and bonding which will provide r.naximum 
protection possible to the customers, the sources of debt fimncing 
and the guarantors of th~ operation. 

... .. •• .& 

· · However, there are. two matters of primary concern to th·e United 
States utilities. the foreign customers and t.l,.e financial interests. 
The first of these arises because o£ the !act that to date enrichment 
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has been wholly a Government enterprise maintained in secrecy 
'because of the sensitive security aspect, with no stockpile or 
reserve in private hands. Despite the most excellent record of 
the existing gaseous diffusion plants and despite the inherent 
alm.plicity of the process, it is pointed out to us that very few 

_people have been able to make independent analysis of the opera
tion of such plants and the first private plant will be·dependent 
upon Government supplied key components, Government developed 
processes and Government knowhow. This is compounded by the 
knowledge that the new plant will incorporate improve1nents, such 
&e CIP a.nd CUP; which have not yet been tested in full- scale 
operation in the existing Government plants. Hence, we suggest 
tO you that Government cooperation will be needed to allay these 
concerns and permit the tr~nsition to a new private industry, one 
which already has been declared by you to be in the national 
·mterest and which will allow the United States to honor its com ... 
mittnents· to provide enriched fuel •• 

, 
·.The second concern is coupled with the present-economic situation 

which has been particularly difficult for the United States utilities. 
· :.. These utilities find themselves in the untenable position o£ facing 
~ j • . •• 

:.; . f virtually uncontrollable cost increases for fuel, interest rates, 
. :J_~; rJ ·. ~ . 
... • ~· •. . cost of plant, and the like, while on the other hand their sales 

.. /" · ··~ price is held under regulation and increases in rates have been 
~- . '. slower and not sufficient to cover all the financial obligations thev 

~ ' 

·. 

... • . 

.. • 

: now face. ·.This condition makes it very difficult for the utilities 
to accept the further obligations inherent in long-term, take-or-

... · pa)· contracts for enrichment services. In turn, the financial houses 9 

··.aware of the utilities 1 current difficulties, tend to look beyond them 
• for some means of assurance that the new plant will operate as 

.... planned, that it will be completed and that the financial obligations 
· will be secure. . . 

Based upon our studies of these conditions done in close cooperation 
with the utilities and the financial institutions, it is our best-judg
ment that u.11.der the present economic conditions, the following 
actions by the appr<:?priate federal agencies will permit the project 
to gC? forward. Whil.e we are mentioning specific actions, we 
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The sale by the AEC to UEA at reasonable charges, 
of certain essential mechanical components of the 
plant., such as barriers and seals, which for security 
r~asons are presently m~nufactured only by the AEC. 

The provision, at reasonable charges, of technical 
assistance and knowhow on the installation and opera-

·tlon of the AEC's diffusion process. _ 

An assurance that the plant containing AEC manufactured 
items and process technology will operate as expected, 
and an undertaking by the AEC to complete or cause 

. completion of the plant if UEA is unable to do so and 
to meet UEA1s non-deferrable obligations until plant 
:completio~ and satisfactory operation. Expenditures . 
made by the AEC or costs incurred by the AEC in 
performing its completion agreement and meeting 

· UEA's obligations ·during that period ·would be claims 
agains.t UEA senior to any return on equity. In addition, 
we wou d expect that such costs will be defrayed by UEA 
insurance, and by its customers pursuant to the terms 

· of their contracts for enrichment services. 
-· ....... 

< " 

' . ... , 

UEA 'Y'ill agree to permit AEC representatives to • 
inspect and audit all aspects of design, construction 

. operation and, if UEA cannot complete the plant sue
. cessfully~ to perrr..it AEC representatives to take 

. . charge of ~onstruction e>.nd start-up. 
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The startup of the plant, even if on schedule, will 
not match precisely the needs of the customers for 

.. ·fuel loadings of their reactors. In order to meet 
· · · · those nef"ds and cushion against·possible start-up 

. :::. : :·. ' . ~-· delays, there should be access to the AEC stockpile 
. , : · and the purchase or lease by UEA during the early 

.. ·..:. 

· .. , · .. <·'·:;~-years of the project of enriched uranium fo.r delivery 
' · · · · · · - '· to UEA 1 s firm customers to the extent that UEA 1 s then 
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.. ; .. cur~ent capacity is insufficient to meet customer needs • 
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. A firm commitment from the AEC to purchase a 
substantial quantity of separative work units from 
UE:A over the first three to five years of operation • 
For our planning purposes, we have assumed a figure 
between five and ten million separative work units. 

An arrangement to terminate long-term ·contracts 
between the U.S. AEC a:r{d utilities, gene~ally on 
the basis of last signed, first terminated, sufficie~t 

. to assure UEA that its plant would be effectively sold 

ou~~ . -. 
A form of last resort guarantee, by which the financial 
lnvestors can be assured that should any of the utility 
customers default on their obligation and after rec.ourse 
& other means of covering the default are exhaus ed, 
the AEC will carry the obligation. A form of commit
ment to take over the enriching service contracted for 
by any defaulting customer .. could be a means of providing 
for this. 

For the assurance of the financing institutions, the 
· obligation assumed by AEC should have the full faith 
·and commitment of the U.S. Government. 
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. , , These requirement~ •, if met by the U.S. Government, would meet ,X~ 
the s~ated problems ~i the U.S. utilities a11d would, therefore, (: . · f) o/~ 
·pr.O'\'id: a sol~~ bas~s for .U~ to proc~ed to obtain Letters of Intent\~ .. r; 
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leading to firm contracts with both domestic and foreign utilities. 
All commitments would be on the basis of securing a minumum 
o! app:x,:oximately .,So/o of the plant output currently scheduled for 
nine million separative work units per year. Should we fall 
short of that figure, the Letters of Intent would be void as would 
any comn:iitment by the U.s. Government to UEA. 

Base4 on our best estimates, we might anticipate contracts for 
enrichment services in the amount of 2 million SWU per year 
from J.apan com....--nencing in 1984; 1 million svru per year each 
!rom France and the Federal Republic of Germany; and 1 - 2 
,million s·wu per year from the conditional contracts offered by 
the U.S. AEC. Our target is to obtain 1. 5 million S\VU per year 
orders from U.S. utilities commencing in 1983 growing to 3. 5 
million S'\VU by t.."le early 1990s. In addition to these commit-
ments; we would anticipate a block of enrichment services to be 
_purchased by the U.S. AEC as ip.dicated above. 

' . 
We wish to express our appreciation for the excellent support 
given ·UEA by the staff of the AEC and other Government agencies. 

: < · We are prepared to meet at your early convenience with appro
.. ~ ,r ".; . 
-~· 1~ · priate representatives of the Government to advance the cause of 
i <;.,. ·~ . , private enterprise in uranium enrichm.ent. 
~ ,.. . ~- . .. ! 
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JWK:t:np 1 
· ·"ec: Robert Seamans ' 

Frank Zarb 
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I . ···Very truly yours 1 
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Mrs. Jeanne Davis 
Staff Secretary 
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National Security Council 

Attached for your handling is a 
letter to the Secretary from Secretary 
Simon dated January 6. It was delivered 
to the Department in error since it 
is addressed to him in his capacity 
as Assistant to the President. 

I~;;((__ i~ 
Jr!S.iam H. ~rs 

Deputy Executive Secretary 

Attachment: 

As stated. 
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SECRET 

THE DEPUTY SECRETARY OF STATE 

WASHINGTON 

S/S 7500404 

January 8, 1975 

MEMORANDUM FOR THE ASSISTANT TO THE PRESIDENT 
FOR NATIONAL SECURITY AFFAIRS 

Subject: Department of State Position on NSSM 209 
(Uranium Enrichment Capacity) 

The Department of State has reviewed the study 
prepared by an interagency working group in response 
to NSSM 209, transmitted for comments by the NSC 
staff on December 19, 1974. Our recommended position 
on u.s. enrichment policy, presented below, is based 
primarily on foreign policy considerations, but we 
have also taken domestic concerns into account. 

Discussion 

u.s. enriched uranium supply policy influences 
our overall political relations with major countries 
and specifically affects our non-proliferation and 
energy cooperation efforts as well as our balance of 
payments position. All of these concerns have suffered 
during the past year due to the uncertainty over 
whether, when, and how new enrichment capacity would 
be built, and because of the particularly acute damage 
caused by the "contracting gap" which began last summer 
and which continues to exacerbate our foreign policy 
problems in the areas noted. Indeed, this created the 
situation which led the Department of State to request 
an interagency study of u.s. enrichment policy. 

Last August, the President publicly affirmed the 
intention of the United States to remain a reliable 
source of enriched uranium fuel for foreign as well as 
domestic users. To support this declaration, prompt 
action is now needed to restore the credibility of the 
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u.s. as a world supplier of enriched uranium services 
-- not only a firm decision to commit a fourth 
enrichment plant and begin contracting, but also the 
development of a credible long-term program for 
achieving the additional capacity to serve foreign 
and domestic markets on a non-discriminatory basis 
under competitive price and contract terms. This is 
as much a political and psychological matter, involving 
perceptions and attitudes, as it is a technical ques
tion of actually being in a position to supply fuel 
when needed. 

It is equally important that our enrichment 
programs remain highly responsive to U.S. Government 
policy in the critical and dynamic fields of energy 
cooperation and nuclear non-proliferation. The right 
decision at this time would complement and reinforce 
our international energy policy actions and strengthen 
our negotiating position with other oil consumers as 
we prepare for a producer-consumer dialogue. American 
proposals for enhanced cooperation in nuclear fuel 
supply among members of the International Energy 
Agency, which can show OPEC that the industrialized 
nations intend to diminish their dependency on oil, 
must be supported by an active u.s. uranium enrichment 
effort carefully shaped by policy-making authorities. 
Given the renewed risks of proliferation, there is a 
need to assure that our international enriched uranium 
position adequately supports national and multilateral 
attempts to prevent the further spread of nuclear weapons, 
both by providing the vehicle for instituting safeguards 
over foreign power programs and by creating leverage 
through foreign dependence on u.s. fuel supply. 

Demand projections based upon domestic needs 
indicate that a commitment to construct the fourth 
gaseous diffusion plant should be made no later than 
mid-1975 in order for the plant to provide fuel by 
1982. An additional six-month delay in resuming 
contracting would compound our international problems, 
and any subsequent delay would have severely deleterious 
consequences for u.s. foreign policy interests through 
extension of the "contract gap" for an intolerably 
long period. Entirely apart from foreign policy, our 
domestic energy objectives argue for the early need 
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to establish a clear plan to provide enrichment 
capacity. Stabilizing this vital component of the 
fuel cycle would materially assist U.S. utilities to 
move forward with nuclear power plant projects on 
schedule. 

The status and prospects of the UEA private 
industry effort aimed at building a fourth gaseous 
diffusion plant remain highly uncertain. Despite its 
loss of partners, Bechtel continues to persevere in 
this endeavor, but it has thus far failed to induce 
electrical utilities in the u.s. and abroad to invest 
in the plant or to negotiate final fuel contracts -
partly because of the stringent terms that UEA has 
demanded and partly because of the difficult financial 
position of many domestic utilities. This situation 
has led to consideration of expanded programs of u.s. 
Government assistance and assurance to UEA in an effort 
to make a private commitment possible. However, it is 
far from certain that a feasible "closure package" 
could be agreed upon to ensure a timely and positive 
UEA decision, particularly if crucial elements of this 
assistance package require new legislation and major 
government commitments. 

The perceived benefits of establishing the private 
entry policy in 1971 were obviously persuasive to u.s. 
decision makers at that time and many arguments for 
continuing this policy can be made. However, given the 
delays and difficulties experienced in seeking to trans
fer responsibility for the next increments of enrich
ment capacity to the private sector, it would seem 
reasonable at this stage to question the advisability 
of the "privatization" policy as currently conceived. 
Four issues warrant special consideration: 

1. Although there is no guarantee of success, if 
we persevere in seeking private entry, we might be able 
to achieve a UEA commitment by the end of June to build 
a fourth gaseous diffusion plant. While this may be 
soon enough to avoid a supply gap, the continued in
ability to resume contracting promptly would, as 
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indicated, further damage our foreign policy interests 
and weaken the ability of the u.s. to maintain a 
sizeable share of the foreign enrichment market. The 
immediate resumption of government contracting above 
present plant capacity, pending UEA's decision and 
with termination of these contracts in favor of a 
private plant when committed, has been suggested as a 
means of ending the "contracting gap." However, even 
if this step were approved by Congress, we share AEC's 
assessment that it would undercut prospects for private 
entry by removing the incentive for utilities to sign 
contracts with UEA, since the government would be seen 
as committed to provide new capacity. Moreover, 
even if initial private entry is achieved, it is 
unclear, given technological, financial, and marketing 
uncertainties, whether the process could be repeated 
with other firms using different technology (e.g., 
centrifuge) to provide the succession of new facilities 
needed to support our foreign and domestic enrichment 
objectives over the coming decades. In any event, 
whatever our domestic plans and programs, most foreign 
customers would at this point be expected to doubt the 
long-term reliability of a U.S. private entry policy. 

2. The assumption that the enrichment business 
is conducive to private ownership, at least in the near 
term, should be reviewed in light of recent experience. 
The proposal to offer major assistance to facilitate 
UEA 1 s commitment raises the prospect of a government
subsidized and federally-supported industry with few 
of the characteristics of competitive free enterprise. 
In any case, progress in centrifuge technology suggests 
that there may not be room for private competition in 
diffusion plants beyond the next increment. Yet the 
prospect of early private commitments to large centri
fuge plants is uncertain, since the AEC's centrifuge 
demonstration program implies that substantial govern
ment assistance in the form of jointly funded pilot
scale facilities will be necessary to ensure that 
commercial-scale plants are built to meet future demand. 
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Despite the fact that other elements of the nuclear 
fuel cycle in the United States are in private 
hands, enrichment technology, financing, and 
planning present unique problems. As in the case 
of nuclear waste disposal (and as might well be the 
case in fuel reprocessing), the enrichment function 
at this juncture might best be accomplished through 
a government entity. Of course, under any form of 
government responsibility, private industry would 
continue to play a major role in the enrichment 
field through research and development activities, 
component manufacturing responsibilities, and plant 
construction and facility operations under government 
contracts. 

3. The strongest argument favoring a policy of 
turning to the private sector to provide enrichment 
services is that it would avoid the necessity of 
making a substantial investment of government funds 
over the next decade -- which would not yield off
setting revenues until the 1990s. However, it is 
possible to avoid this problem through the establish
ment of a government corporation to assume responsi
bility for developing new capacity and operating the 
three existing plants -- while holding open a future 
ownership role for the private sector in building 
additional elements of capacity. Funding such a 
corporation would not necessarily involve Congressional 
appropriations or direct federal outlays; self
financing could be accomplished by borrowing from the 
private money market or from the u.s. Treasury which 
would issue bonds. While the net expenditures of such 
a corporation would be included under the federal debt 
ceiling, such expenditures would not contribute to the 
federal budget deficit -- as would be the case if 
ERDA built new plants. Also, a government corporation 
would be structured to permit the investment of for
eign capital. Some foreign countries would welcome 
the opportunity to invest in return for the increased 
assurance they would gain regarding supplies of 
reactor fuel (and of course for a share of the net 
revenues or bond interest}. 
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4. In terms of responsiveness to foreign policy 
requirements, successful private ownership may be 
acceptable, but either direct government ownership 
or a properly-designed government corporation are 
clearly preferable. In the energy field, government 
planning is necessary to integrate multilateral 
initiatives abroad with capacity increases at home; 
our ability to initiate multilateral enrichment pro
grams has already been inhibited by our private entry 
policy. While industry would be subject to govern
ment safeguard agreements and national export controls, 
the formulation and implementation of new non
proliferation policies could be complicated by the 
existence of diverse u.s. enrichment firms committed 
to corporate goals. In addition, flexibility in 
offering enrichment services under special terms to 
particular countries for diplomatic purposes or as 
preferential treatment to NPT parties would be 
diminished under private ownership. As a general 
point, although American industry would be motivated 
to remain competitive on price and contract require
ments in the world market, it should be recognized 
that the u.s. is competing internationally with en
richment organizations in which foreign governments 
play major roles. 

Recommendation 

The Department of State recommends that an 
immediate decision be-made to establisfi a:PQliCy
responslve government corporatlon to assume the 
responsibil1ty for manag1ng ex1sting enricfiment plants 
and building neWTncrements of capacity, holding open 
tfie prospect or-ultimately transferring to the prr=-
vate sector some or all of tfie responsibiii~for
constructlng-aGaitronaf !aci!It1es. In terms or-the 
options presented in tfie NSSM 209 report, our recom
mendation would fall between alternative B, which ex
plicitly defers private entry until after the fourth 
and fifth plants are built, and alternative c, which 
forms a government corporation to assume complete and 
indefinite responsibility for enrichment. 
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In brief, our recommendation rests upon the 
following judgments: 

-- Short-term and long-term foreign policy in
terests would be extremely well served through a 
government corporation which would not only permit 
a rapid removal of the present "contracting gap", 
but would also provide a policy and management frame
work to assure the orderly introduction of new 
capacity, scaled to meet foreign as well as domestic 
needs. Establishment of such a corporation would 
permit the smooth integration of plants utilizing 
advanced technologies presently being developed. 

-- A decision to move forward decisively in 
assuring future nuclear fuel supply under a govern
ment corporation would strengthen efforts to utilize 
alternative energy sources in the United States, and 
help support similar efforts on the part of industri
alized nations abroad. It would demonstrate to OPEC 
as well as to major consumers our determination to 
respond to the current crisis. 

-- In contrast with direct ERDA ownership, our 
recommended course of action would avoid contributing 
to federal budget deficits. At the same time, a 
carefully designed corporation could remain highly 
responsive to government policy and would be more 
responsive than private ownership. Safeguards in
itiatives could be carefully managed, foreign parti
cipation in U.S.-based enriched plants could be 
encouraged, and multilateral facilities located abroad 
could be supported by such a corporation. Efficient 
operations and timely capacity decisions, moreover, 
could help ensure that the u.s. would capture an 
appreciable fraction of the foreign enrichment market, 
thus yielding financial as well as policy benefits. 

-- Under the recommended policy, private in
dustry would remain active in enrichment efforts 
through R & D, manufacturing, and plant construction 
and operations. With this continued experience, and 
as a consequence of technical assistance naturally 
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provided by the corporation as a u.s. Government 
instrument, private industry could, at some future 
time, reach the position where it would be both 
desirable and feasible for certain companies to 
finance, build, and own specific increments of 
enrichment capacity (perhaps a series of small
scale centrifuge plants) within an overall supply 
program and policy framework. Whether this would 
result in private and corporation plants operating 
side by side or ultimately involve transferring all 
new enrichment capacity to the private sector need 
not be resolved at this stage. 

The scenario associated with our recommendation 
would include the following steps: 

(1) An announcement by the President in February 
1975 that, due to factors largely beyond the control 
of the firms involved, the effort to achieve private 
entry into the enrichment field has been unsuccessful, 
and that the Administration would shortly introduce 
legislation to establish a government corporation to 
build and operate enrichment plants, until such time 
as conditions warranted transfer of some or part of 
this responsibility to the private sector. 

(2) Subject to approval by the Joint Committee 
on Atomic Energy, an immediate resumption of con
tracting by ERDA (preferably through an Enrichment 
Directorate), associated with a Presidential decision 
to request initial plant construction funds in ERDA's 
FY 77 authorization. 

(3) An urgent and comprehensive interagency 
study of the preferred structure of a policy-responsive 
government corporation to be formed within a year to 
assume responsibility for u.s. enrichment efforts, 
consistent with foreign and domestic objectives and 
recognizing the goal of selective ownership oppor
tunities for private industry in the future. 

(4) Informing UEA of the President's decision as 
soon as possible, noting that, with its unique 

SBCRE~ 
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experience as the only industrial entity to have 
studied the question of building a new diffusion 
plant in the u.s., Bechtel would be in an excellent 
position to seek the contract to construct and 
operate a new plant but could not be assured a pre
ferred status. 

(5) A plan to discuss the rationale and 
objectives of the President's decision at high 
levels with officials of electric utilities and 
nuclear companies, as well as with prominent public 
figures and foreign representatives, in an attempt 
to obtain constructive support at home and abroad. 

Robert 
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OFFICE OF 

THE DIRECTOR 

UNITED STATES ARMS CONTROL AND DISARMAMENT AGENCY 

WASHINGTON 

January 3, 1975 

MEMORANDUM FOR THE ASSISTANT TO THE PRESIDENT 
FOR NATIONAL SECURITY AFFAIRS 

SUBJECT: ACDA Recommendations on U.S. Enrichment Policy 

ACDA was requested by an NSC Memorandum dated 
December 19 to submit its comments and recommendations 
on the interagency study u.s. Policy on Enriched Uranium 
prepared in response to NSSM 209 and on the earlier drafts 
submitted by AEC and State. This study, in contrast to 
earlier drafts, does reflect a heightened awareness of 
the foreign policy, non-proliferation, balance of payments, 
and international energy aspects of the decisions facing 
the U.S. in the area of future enrichment policy. The 
discussions and the range of options now proposed for con
sideration should provide an adequate basis for a decision 
on this important problem. 

ACDA's views on the serious impact on our non
proliferation efforts of our past enrichment policy as 
well as the consequences of further delay in the u.s. 
commitment to the 4th and 5th major increments of enrichment 
capacity were outlined in our Memorandum to you of November 25. 
In view of the urgent need to resolve at an early date the 
present uncertainty surrounding the u.s. enrichment policy, 
ACDA believes that the non-proliferation interests of the 
United States would be best served by a modified version of 
option 11 b", proposed in the interagency's study, i.e. 

11 Defer private entry and obtain authorization for 
government constructio~ o~ at least, the next two 
enrichment plants." 

The decision on the timing and technologies to be used 
should be based on a comprehensive and updated review by 
AEC of the projected supply and demand for enriched uranium. 
ACDA does not believe that a decision on the ultimate role 

(GDS) 
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of private ownership need necessarily be made at this time 
so long as our ability to continue international cooperation 
in uranium enrichment is not forced to await that decision. 

This recommendation would permit the U.S. Government 
to take at the earliest possible time those actions necessary 
to assure both domestic and foreign customers of a reliable 
and continuous supply of enriched uranium. Most important, 
it would be fully responsive to our foreign policy require
ments. For example, it would permit prompt implementation 
of the currently stalled NSDM 255 recommendation to initiate 
consultations aimed at encouraging, where appropriate, the 
construction of multi-national reprocessing and enrichment 
plants. Furthermore, it would be possible to apply the 
recommendations of the NSSM 202 study, if approved, to 
strengthen the NPT by implementation of the preferential 
treatment feature of Article IV of the Treaty. The ability 
of the U.S. to influence the application of effective safe
guards and to control the spread of enrichment technologies 
among the non-nuclear weapon states would be significantly 
enhanced. 

The u.s. efforts to influence enrichment developments 
abroad by encouraging multi-national enrichment plants, 
effective export agreements, improved safeguards, and controlled 
sharing of enrichment technology will continue to erode unless 
the United States is prepared in the near future to build the 
next major increment of enrichment capacity. 

~c-:rM 
Fred c. Ikle 
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THE SECRETARY OF COMMERCE 
Washington, D.C. 20230 

JMJ 3 1975 

MEMORANDUM FOR Major General Brent Scowcroft 
Deputy Assistant to the President 

for National ~:~urit~Af.ffaa~irrss. 

FROM: Frederick B. Dent ~:ZS,. ~r ~ 
Secretary of Commerce 

SUBJECT: NSSM 209 -- Future Uranium Enrichment Supply 

We have reviewed the Report of the NSSM 209 Study Group 
forwarded by your Staff Secretary under cover of a memorandum 
dated December 19, 1974. We consider it does an excellent job 
of setting out the issues as to next steps involved with respect 
to ensuring an adequate future supply of enriched uranium from 
United States sources. 

The Department of Commerce strongly supports continuing the 
present policy of seeking private entry. We trust the AEC/ERDA 
will do everything possible to secure this end, and would like to 
offer our services of assisting in this respect. In particular, 
we would like to participate in future discussions between the 
AEC and UEA. We were particularly interested in the copy 
of the memorandum dated December 20 to you from Frank Zarb, 
and hope that negotiations will be successful. 

The parties involved in UEA have expended a great deal of 
effort in coming as far as they have, and every chance should 
be afforded them to be successful. We need to break the dam 
on getting the private sector into uranium enrichment and 
avoid additional Federal budget outlays in this respect. 



- 2 -

If by the end of June UEA or any other private group has not 
succeeded in putting together a viable private effort, we should 
be prepared to execute an alternative option. We would not 
wish to commit ourselves at this juncture to having ERDA 
develop new capacity, but we should develop the details of 
alternatives by that time. I recommend that the interagency 
group prepare such details, in particular appropriate Articles 
for a policy responsive government corporation to run the next 
diffusion plant and draft legislation for an ERDA revolving fund. 
In order to assure a rapid decision-making process this 
summer, we would suggest a 30-day period commencing 
July 1 to arrive at a decision. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

'JAN ? 1975 

MEMORANDUM~R R. HENRY KISSINGER 
. -4 

FROM: ROY • MS .. 

SUBJECT: NSSM,} 9 on uranium enrichment 

This is in response to the NSC memo of December 19 requesting comments and 
recommendations on the study report which has been prepared in response to 
NSSM 209, subject "Policy on the Development of Future Uranium Enrichment 
Capacity. 11 

In communicating the views of the agencies to the President on this 
important matter, I should like to have OMB recorded strongly in favor 
of Alternative A, which is to persevere in the present objective of 
private entry, at least until July 1, 1975. 

I favor Alternative A for the following reasons: 

• Under appropriate Government regulation, there appears to be no 
reason why uranium enrichment should continue to be a Government monopoly; 
and a competitive private industry could very effectively meet both 
domestic and foreign needs. 

• Construction of additional enrichment plants by the Government 
would have an adverse front-end effect upon the Federal budget for the 
next 8-10 years. 

• The private sector has been responsive to the challenge of the 
Executive Branch to take on the responsibility for construction of 
additional capacity, despite substantial difficulties. I recognize that 
none of the initiatives is yet a reality and that some additional 
Government assistance will probably be necessary to make these initiatives 
a reality. Nevertheless, I believe that the present industrial efforts 
are serious and aggressive ones and that the leading initiative {which 
has substantial international characteristics) may well become a reality 
within a few months. 

• In light of the industrial efforts which have been and are being 
made, and in view of the fact that Alternative A contemplates that a 
private commitment would be expected to be made by July 1, 1975, it would 
be premature and inappropriate to abandon the objective of private entry 
on what may be the eve of the birth of a competitive industry. ../00/i/J 

DECLMl8lr:ltD 
() c:.. 

E.O. ·:·~:::. ~L5 
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• There appears in any event to be no need for a Government commitment 
to another plant prior to the 1977 budget. 

• Abandonment of the private entry objective now with a renewed effort 
to stimulate private initiatives later may be unrealistic, because it is 
doubtful whether private interest could be kindled again in the aftermath 
of a reversal of Government position. 

With respect to the organizational options for the continuing responsi
bilities for uranium enrichment activities within the Federal Government, 
I favor Option 2, the Uranium Enrichment Directorate within ERDA. 

I understand that you plan to prepare a summary report for consideration 
by the President and that this paper may be coordinated within the 
Executive Office of the President. We would be glad to participate 
in such an effort. 

SECRE~ 
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MEMORANDUM /wtJ---dn 

COUNCIL ON INTERNATIONAL ECONOMIC POLICY 

SECRET 

December 30, 1974 

FOR: 

FROM: 

David D. Elliott, NSC 

Gus Weiss~0~t 
SUBJECT: CIEP Comments on NSSM 209 (U.S. Policy on the Development 

of Future Uranium Capacity, draft of December 16, 1974) 

CIEP could agree with alternative A (i.e., "·.that private entry re.mains 
a desirable and viable objective and that this goal can and should be pursued 
through June 1975, at which time, if not achieved, another approach will be 
required. 11

) Alternative B says further delay in taking "positive actions 11 

to assure new increments in capacity would be unwise. CIEP could also 
associate itself with this view. The problem is, for us, the failure of the 
draft paper to spell out what would be lost in U.S. sales of enrichment 
services under alternative A. Our concern rests in loss of world market 
position, a superiority which could gain much payments revenue. The U.S. 
is in danger of temporizing itself out of this superiority. 

Early on I suggested that the study group work out a "market strategy 11 to 
prevent loss of market. No such strategy seems to have come out in the 
draft. Most noticeable is the absence of an analysis of demand for enrich
ment services. It may be that efforts by do.mestic utilities to get out 
materials contracts could release sufficient capacity for the U.S. to again 
contract with foreign customers. We have no treatment of this approach in 
the draft. 

Accordingly, if alternative A is to be adopted and we again te.mporize the 
decision, CIEP recommends that a formulation be drawn up to prevent loss 
of foreign enrichment customers. I would further suggest that AEC/ERDA 
ask the Congress for authority to simply begin to write contracts~ whether 
or not the physical capacity still exists. This would -- in a stroke -- remove 
the uncertainty plaguing foreign customers, the uncertainty that prompted 
NSSM 209. 

On the points raised by Frank G. Zarb in his me.morandum of 20 Dece.mber 
1974 to General Scowcroft, CIEP supports in principle foreign investment 
in a U.S. enrichment plant. In reviewing the ter.ms as outlined, we would 
question the wisdom of having the U.S. com.mit itself for 18 millioH ~. 
separative work units. ' 

0 
CLA~srrmo BY ~_ht_l!!_i!!!_J _____ Ji. ~: 

DECLASSIF;E EXl':~:n FRoM GEJ.<t:'RAL oscLAssiF~cArioN .. \1) .-.. 
'· .,,. "·t.''LE '"'" E'""C'"""'E ORD'"~ 1 '"52 .!·. '·"" ~ S:E6R::S~ ~ f\ -:----~--:; ~ 5 ...... _"' . .;' .. " '-"" A.-. U~.;v LSi .Lb _·;~'*' "-

• c;;,,.. r.:•.L-'iTi:l' CATEGOHY f ~'. 

''"~' lo/I/Dlf AUTOi~NflCA:.LY DECLASSIF!;,;;N~liZ: '--·· · 
jJtZ. 
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NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

December 23, 1974 

6280 

MEMORANDUM FOR: 

SUBJECT: 

The Secretary of the Treasury 
The Secretary of Defense 
The Secretary of Commerce 
The Director, Office of Management and Budget 
The Deputy Secretary of State 
The Administrator, Federal Energy Administration 
The Director, Arms Control and Disarmament 

Agency 
The Chairman, Joint Chiefs of Staff 
The Director of Central Intelligence 
The Chairman, Atomic Energy Commission 
The Executive Director, Council on International 

Economic Policy 

NSSM 209: Future Uranium Enrichment Capacity 

Attached for your information is a progress report by OMB on recent 
initiatives by the Uranium Enrichment Associates on uranium enrich
ment in the private sector. The new initiatives may satisfy the 
concerns that prompted NSSM 209, and therefore should be given 
serious consideration when preparing your comments and recom
mendations on the NSSM 209 study. 

Attachment 

"SEGRE'¥' GDS 
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__,-6<'LC/J ~ 
Jeanne W. Davis~ 
Staff Secretary/"" 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

DEC 2 0 1974 

MEMORANDUM FOR MAJOR GENEA BRENT SCOWCROFT 

FROM: FRANK G. ZARB I); r') 
Subject: NSSM 209 on u~ium enrichment 

Within the last several days there have been additional developments on 
uranium enrichment in the private sector which appear to us to be rather 
significant for the issues addressed in NSSM 209 and for the Report 
recently completed by the Study Group which is now being circulated to 
the interested agency heads for their recommendations. 

I refer to the current activities of the Bechtel Corporation, prime 
mover in Uranium Enrichment Associates. Attached is a progress report, 
prepared largely by AEC staff, on Bechtel/UEA's recent activities and 
discussions with its potential customers, both foreign and domestic. 

On the basis of a further conversation with Mr. Jerome Kames and his 
associates of Bechtel/UEA as recently as December 19, we at OMB believe 
that the Bechtel/UEA effort is an aggressive and extremely serious one 
and that it may well be able to satisfy the concerns which prompted 
the NSSM 209 study. 

I should appreciate your circulating this memo and the attached summary 
to the members of the NSSM 209 Study Group for their information and 
with the request that it be made available to their principals in their 
consideration of the Report of the Study Group. 

Attachment 

t>ECLASSI\'=1!:0 
E.O. 12U5G, SEC. 3.5 -5ECRET 
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Progress Report on UEA Initiative as of 12-18-74 

1. UEA has recently completed another round of negotiations in Japan, 
Iran and several countries of Western Europe; these negotiations are 
expected to lead to financial participation as well as purchase of 
enrichment services. 

2. Prospects are that these foreign nations will provide up to 60% 
of the financing of UEA and take a corresponding share of the capacity 
of the plant. 

3. UEA has identified five areas of Government assistance and assurance 
which it believes will be necessary to make a final commitment possible. 
These have been discussed with AEC and OMB. 

4. Three of the five areas appear to present no problem for AEC and 
OMB. The other two involve (a) a Government guarantee to complete the 
plant in the event of UEA's failure to do so and (b) purchase of up to 
18 million SWUs by AEC/ERDA. The feasibility of a plant completion 
guarantee is being further explored, and AEC has suggested a purchase 
commitment in the range of 5 million SWUs. An effort is being made to 
resolve these matters. For example, UEA is planning an insurance 
arrangement which would protect the U.S. Government, at least in part, 
against the cost of completing the plant, if this should prove necessary. 

5. UEA on December 18 met again with officials of the Edison Electric 
Institute (EEI) and several major electric utilities and subsequently 
reported to AEC and OMB that encouraging progress was made. Several 
utilities indicated a readiness to sign a letter of intent if some fair 
portion of the Government assistance measures identified by UEA could 
be realized. 

6. The EEI executive committee will consider the UEA initiative 
further on January 15 (based on what is expected to be a favorable 
report by the group with which UEA met on December 18) and may release 
a public statement of support at that time. 

7. UEA will meet again before the end of this month with a potential 
corporate partner with a view to reestablishing UEA as a multi-firm 
consortium. 

8. At its meeting with AEC staff following its meeting with EEI, UEA 
estimated that partners, financing and agreements with customers could 
by June 30, 1975, be brought to a stage which would assure that the 
project would go forward • 

. /.1-rL 
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