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I . f t~arch 4, 1976 

! . J : 

llonorab 1 e 3rock Adar.1s 
House of Pcpr2s~~tatives 
Chai~an, Ca~ittee on the Budget 
Washinqton. 8. C. 20515 

.. 
•• ... • # 

·'· . 

Dear Hr. Cha i r7:13 n: . . . . . , ..... . . ' .... 

The ~d~inistration intends shortly to prcpos2 to the Conqress 
additional FY 1976 anpropriation langua~e for th2 En2rgj 2esearch 
and ;:;evelop~;cnt Jl.,:.!i:linistration to bnl~:::~nt the pending ::uclear 
Fuel Ass:JrJnce /1ct (the .. ;FAJ\, li.R. :-Aol an.j S. 2035). Action on 
this appro:,riation 1u.r: :~ L:3qe is the s2cord vital step in a three
step congrcssio:::11 rcvie:~" and a;Joroval ;Jrocess to ~ake it possible 
for.private bJ;Jstrial fili.is -to fiilar1ce, b:.lild, m:n and op~rate 
additional uraniu:u enrichw2nt plants m~edzd by the r:ation. 

.~ .. : 

- The first St2p is enClct.'::~nt of the :;FJ\.A Nhich provi~es ERDA 
a basis for pr;;ceeding \·;i th the n2q•)tiation of cooperative 
agrce~ents with priv~te fir:ls that · . .;ish to build u:--aniu;TI 

· enrich~ent plar:ts. (Under the prc!os~d !~FAA, cooperative 
agrcei:J2nts could not be signed until steps 2 and 3 belO'If 
are CCY.:i? l2ted ~ ) -. .. · · · · · · 

- The second step is the passage of appropriation language 
which sets an upper 1 i;Ji t on the tJ .S. Gnverr:::;ent' s 
liabiliti es in the unlH:el.':l cv2nt U~9t it were necessary 
for the Gover~~~nt to assu~c the · dcD~stic assets and 
liabi1iti es of fir.::s covered !:>y coop~rative aqreenents. 
The pru.ctica1 effect of this st2p is to provi~e a basis 
for pri·.,ratc firr:s to obtain necessary debt firn~cir.g in 
the co;;~Grcfa1 ca!}ital r.tarket. It ~·:auld ;Jermit co;;;plet.ion 

; . of neg.o..tiatior.s bet\·Jeen ERDA ,and .pr.i .'lJ.te. -fir.-::s..- .· " ' -· . - , ~-c .. . ·-:. 

. - The third ste:p is the sub.:tissio:-~ of unsig~:ed cooperative 
agree~ents to the Congress for fir.al revie~ and approval. 

. . 
When this three-step process is CO:.i~letzd and cooocrative agreefilents 
are signed a contingent liability wo~ld te assu~ed bv t:1c U.S. ~ovcrn
mcnt. ii;is contingcr:t liability coJlJ l!r::ount to S.1 billion. Such an 
ar.10'Jnt ~·:Oi11J CCJVcr ti:e ..:fO:l2Stic portion C~J :.: ) of a lar~~ 'lilS~::!O:JS 
diffusion pl.:1nt (:~1.5 billion) ur.:i l:hre(! s::1allcr centr1f:J0c plunts 
{$3 biliion) :~s \iell .1s provi.:ie for contingencies ($3.G billion) 
1ncluding escalation. 

----·--... ------·----·---·----- ........ ..... 

:~. 
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, ..• I n•.ist etip!lasizc that 1t is t~e Ad:;!inistrat1on's firm cx!'lc-ctat1on that 
none of this continqent lfobi11t~/ '·1Culd rEs!..llt in F·.::deral exoendituros 
for the assu~:ption of private ve~tures because of the hiqh dcaree of as

.-. surance discussed bela11. that ~o:r?:i9rc1al firr.is Hil 1 be. successful. 

The p:.irpose of this letter is to inform you of our plnns and to 
explain ';thY v:1J do not consi~:~r the ~~-,billion cont1nqent l1abil1t.Y 
to be buJqct authority Ulider provisions of th~ Conf}ressional Guir.Jet 
Act of 1974. He want to be sure that your r.:;dq::t Comittee accepts 
this conclusion so that <lisa~ree7.cnts do not ~rise at a later date 
when th3J raiqht slow up the Congressional approval ·of the approprjation 

... .1ang:.1age r.iandated by · the :ffftA. 

I ; ,. 

By way of additional backqround, uran1un enr1ching--a service ·essential 
to the projuctio:i of nuclear fuel--is nm-1 a fully d_evelop~d production 
activity carried out in ·tha U.S. solely by ER;):\. This larqa EJDA 
production activity co1Jl1 be capable of sup?lyinq enrich:icnt servic~s 
to as much as 329,000 ~~~ of nuclear nenerating cJpacity by the early 
30 1 s. This cap1city~ hcr.-:evcr» is r.ow fuliy ccntract2d to do::;estic and 
foreign utilities. The pending ~u:lcar Fuel ~ssurance ~ct and the 
proposed appropriet1an lang~age are intended to assure th~t: (1) 
the n~xt incra'1~nts of uraniu.11 enric!':r!ent c~pacity will. b~ built 
and operating vh~~ needed to su~~ly th~ qrowin1 de~and for fuel for 
nuclear pow::?rt:d electricit.Y qeneratin'l plants; (2) all future caoacity 
1ncre:Jents \·lill bG built, financed and operat~d by private industry, thas 
ending the currGnt Soverrrient ~onoooly and drain on the FP.deral Budq~t; 
(3) the Gover;rm:it will receive ap:irooriate c0<~p~nsation for the ·us~ ·of 
its inventions and discoveries; and (4) all r.Qcessury do3est1c and i~t~r
national control$ on n~clenr naterials and classified technolo~ies will 
be r.:aintain~d as they would be if the Gov.ernment ·;tselr were to O\m the 
ne\t plants. 

The construction of ne•...t U.S. uran1:.I::t enr1chwent plants reouired by the 
year 200~ is estiwated to cost ;JQ-50 billion {in 1976 dollars). If 
the Govcrn~ent had to builj these plan~s, the capital costs of the new 
plants HoulJ b't 1935. exceed revenues for these plants by about $9~ 
billion (i11 1976 dollars, i.e; escalation-is not taken into consideration) • 
Even t!ie constr'-lction bv the Goverrt":'l-~nt cf onlv th2 next incr~!:le?nt of m:w 
enricr .. --::ent capacity would have a najor budgetary impact for the next ten 
years. 

.,;· 

In contrast, this financial burden would ·, under the President's rironC'sal 
outlined above, be borne bv the priv~te sector which is r~adv and willi~~ 
to do so. I.:!e~lly, inJust.r:t ....:ould J.ssur::e the entire resrmns.ibility for . 
b:.til ding SJc~e~·Ji;111 incr~:i2nts of cc.~Jcity. wi thcut even th~ l i;;-ii ted 
assur:ir.ces orc1iJ~d for in ~he Presid~nt's Plan. Hm·mver, it has not 
been possible fer Private f1r.:;s to o~t;l.in the n~cessary debt fi:iancing for 
such v~nt~ras because of th~ special circu~stanccs involvinq uranium 
enrich::-!cnt \·:hich are not co::~only faccj 1n the busin~ss envirorn1~nts. 



. · . . ·~ .. :3 . . I . . • . 
Specifically: '(l) the very lar9e stze of an cnrichnent· proj~ct; (2) . ~ 
·the use nf tcchnoloqies that are classified; (3) r~~ulatory uncertainties ·~~·~ 
associated with a first of a kind vent~re; and (4} the current-financial ~~.
di fficulties of sor.i".? of the :.itilitfos that \';ould be the custo::iers for 
uran i ua e:irtchr.!~nt services. . , .. . . . . . 
The li;Jited coooeration anj tC!":lporary ~ssurances cnnte~plat~d in . 

. the iffAA .1rc designed specific:illy to ovf!rcome th2se obstacles and 
make the risk that is involved for potential lenders of debt r.mney 
more nearly coi;;parable with the risk associated with other invest.:.. 
ment op;Jortun1tfcs availabl~ to thei!l. 

' 
Under the President's proposal outlin2d above,. the Federal <;overn-

·.. . . .. .. .. " . . : 

ment \-IO:.tld incur il con ti nq2nt 1 iab l it:1 \·/hen a COO;:>erative arrt1n~~;nent 
1s entered into by ERDA pursuant to tte ?~uc1ear Fu~l i\ssura!1ce •\ct. 
The ~ajar Gover~~ent contingent liability is based on the possible 

·. --- need to acq:.Jire the · .dor:i~stic assets and ass'J'il~ liabilities (in
t luding debt) of a ~rivate . enrich8ent project in the unlikely event 
that the venture Here :.i:iable to prcccc<l (Sc:ction 2 of the pro~osed 
Huclear Fuel Assurance Act}. Arain, it nust ba stressed that we do 
not ·expect an.Y ex~e:1di ture of funds for the assur:mtion of assets and 
·l iabilities of a private uranit..~; enrich,:i.ent- ·V€nture. Ue are co.n
f1c!ent . in tnis view because the t~ch:-:oloq·1 has been thorougi:ly dei:iori-

-~~ 

I• 

·s tratcd over th~ past 30 .Y~«rs and b~cause of the ov~rsi~ht role ERDA 
·will P1ay with respact to these ·privat~ enric~~ent firr:is. 

Since it is unlikely that fut:.;re o:.itlays- \'1111 be incurred, ~·ie believe 
·~ · · - that the $3 billion "to be· included in- a;J:;rc·priation language sho~1d be 

treated as financial ass~rances an1 that th~ linitation on cco~~rative 
~rranq~~ents ($3 billion) ~ade . by ERDA pursuant. to the ~ucleir. Fuel 
Assurance Act, should not be considered as new budqet authority. We 

· base this interpretation on Section 3(3)(2) and 40l{c)(2) of the 
Congressional Sudg~t A~t of 1974·(P..L.· 93!"'344) .-· 

. Section 3(a)(2) of P . L~ 93-344 states: 
' . 

"The term "bujget authority" r.eans authority provided 
. ~.._::;! _ by law to enter into obli~~ticns ~-:hich · \'Ti·l1 result in 

1m.~ediate or future outlays involving Scvern.r.ient funds, . • 11 

(e::iphas1s added). 

-. . ....... ... 

.. 

Since the SU b11lion to be 1nclude·j in appropriation lan0ua9e pursuant 
to the :WA.!\ in all liY.elihood will not result in 1:-:::i:ediate or future 
outlays, we believe it does not confo~ to this dcfin1tion of buuqet 
authority. · -

In the unlikely event that con1it1ons were to arise in the future where 
1t appeared that continryi:nt liabilities would r~quire liqui:.!ation, an 
appropriate a.11ount of budget authority Jnj outlays 'r/vu_ld be cstfr1ated 

. ) 

• • a• ., I ... ... . 
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• in the Pres1J~nt's bud~~t for that year .. ~p~c1ffcally, the estfr:atc 

of budg~t au thor1ty ~:o:.ild be in the a.:;ount of thl"? bcrro~·Iinq from 
the Treasurf·ne~dc:d to cover :.:1e rh?cessary l i 0.:1id:ition. This is 
si!:lilar to oth~r fe:d~ral ?rogra::is containing contingent 11~b11itfos 
cissu~11ed 'vy tbt! Fe~eral G0vcrn.:;ent {c .. g •• gover1}'.,~~nt insurance prograas). 

I suggest that 1t night ba dcs1r11ble far "i'I staff to r.;~et with 
yo!.JrS to uiscuss further t.he ll:;clear Ft:e1 f~.ssur.:in::e {<.ct nnd the 
Dpp_ro;Jriation5 langjaga r.iandatzd by tha Act. This Ciln be arranged 
throu;J~ ut office... · 

-
I would personally a?prcciate any cor.'l!:2nts you nay hava on this 
IJ;attcr. 

With b~st personal regard?, 

. .. . - . • j 

., , . . ... .. .. 

Sincerely yours> 

.. .. . .... 
..... · . 

J~es T. Lynn 
· ·-: Dir-actor 

. . '"' -. "'• 

,_ 

,.. 

- .. ·-

.. 
. -.:.. 

~· 

. . ....... .. . . , . 
--~-.~~-...,;..:·"~ -~~ -~---~·- ·.~:.. ---z-~.-... .r-........ -· •.:--~-:-- --~- .... _.!-• .;: .• -;~~--

·. 

\ 

\: 

~ -. •. .. .. 
' . 

. . . . ~· 

... . .. ·. 

. -.. 
. : 

: 

- .... 

. • 

- : 

. • -.. - i 

. -. "";. ': . . - . . ~ .. ....... - ,.. . .. .. 
. i 

• "!- . ·' 
.... .. 

. .. . . " . - . ..... 

: .. t 

. · . . " . ... . -· . 

' . . : .· .. 

"'· ... . :~ ·. 

. . 
: =~-· .t~ ..... : 

... . , 
.• .. 

....... 

. ,. .. ·. ' .. . 
~ · .. 

. . . .. 

--· : ... .. . 
.• 

•. 

•• ...... ., r 

,. 

.. 

f 



··-

Honorable Edmund S. 1·1:.:skic 
United States Senate 
Cha1nnai1 . Comini ttee on the 8udget 
~-:ashington~ 'J. C. 2'1510 

Denr l,!r. Cha 1 r.aan: 

The Administration intends shortly to propose to the Congress 
additional FY 1976 appropriation language for the Energy Research 
anc.1 Development /\dmfnistrat1on to implement the pending i11Jclear 
FuDl f\ssurance ,'kt (t!la ilFM, ILR. 8401 and S. 2035). /\ction on 
tilf s ilppropriation languag(;) is the second v1tal step in a three
step congressional review and approval process to ma~a it possible 
for private industrial f1nns to finance, build, o~-m and operate 
adJ1t1onal uranium enrichment plants needed by the nation. 

- The first step 1s enactment of the r·;Fr\A which provides ERDA 
a basis for proceeding with the negotiation of cooperative 
agreements w1th private f1nns that wish to build uranium 
enrichment plants • . (Under the proposed qFAA, cooperative 
agreernen ts co1.1 l d not be s i 9ned until steps 2 an<l 3 be 1 ow 
are co!:lpleted.) 

- The S::!cond step is the passa<Je of anpropriation lanquagc 
which sets an upper limit on the t.:.s. Government's 
11ab1l'lties 1n the unlikely event that it were neccssilry 
for the Government to «ssurne the domestic assets and 
lfobilft1es of f1nns covered by cooperative agreer;ients. 
The practical effect of this step is to rrovide a biis1s 
for private firm> to obtain necessary •foot financ1nq in 
tlm c0f!ll11erc1al capital market. It \JOuld penn1t co!!!pletion 
of ncqotiatioras between ERDA and private fir.ns. 

- The third stew is the submission of un<o1rynl".?d coor~rat1vo 
~greenents to tt~ Con~russ for final review ~ni approval. 

Hlten this three-step proc~ss 1s comrlcte<l and cooperat1vc aqreem<?nts 
arc s f~1ncd a contfogent l 1abi 11ty would be assumed by the U.S. r.ovt"rn
went. Thfs contingent liability could amount to $3 bilffon. Such an 
amount i·1ould cover the domestic portion (rion of a lar'}ei <1aseous 
Jiffusion plant ($1.5 billion) anti three smaller ccntr1fuqe plants , 
($3 billion) as well as provide for contingl'.?ncfos ($3.6 billion) 
including escalation. 

' 



,, ,_ 

I must em.jJhasizc that H is the t'\Jministrat1on's firm exnr?ctation that 
none of this contingent liub11Hy would rcs 1Jl t 1ri fcd€'rul expenditures 
for the ussu111pt1011 of private ventures becnusP. of the hiflh degree of as
surance discussed belm·1, that com.'ilercial fin;1s \·1111 be successful. 

The purpose of this letter fs to infonn you of our plans and to 
exp la 1 n \'lh.Y v~e do not consider the "' bill ion . cont i ng~nt li,abi l 1ty 
to be budqet authority under provi s io1i:5 of the Ccmgress1ona l Budget 
.l\ct of 1974. vk~ want to be sure that your Judgct. rom~~littce accepts 
this conclusion so that disaqrcencnts do not arise at a later date 
when they m1 ght slow up the Congress 1ona1 npnrova 1 of th~ avpropri 1ltion 
language mandate<l by the iFM. 

By \·Jay of additional background, uranium enrfching--a service essential 
to the product1on of nuclear fuel--is now a fully developed production 
3.c:t1vity' carried out in the IJ.S. solely by ERO.I\. Thi!> large ERDA 
production act1vity could be capable of s.upplyin1 enrichrient services 
to as much as 329.000 f:':,,Je of nuclear· generating capacity by the early 
UO's. This capacity, ho\·1evcr, is nm·J fully contracted to domestic and 
foreign util 1ties. The penJing •11.iclear Fr.1el Assurance !\ct and the 
proposed appropriation language are intended to assure that: (1) 
the next increments of uranium enrichment capacity wfll be bu11 t 
and opara ting when needed to supply the grow1ng demand for fue-1 for 
nuclear powered electricity generating plants; (2) all future capacity 
incre~nts will be b1Jilt, financed and operated by private industry, thus 
ending the current Government monopoly an<:! druin on the Fe·Jeral Budget; 
(3) the Government will receive appropriatt".! co:np;:msation for the use of 
its illvcntions and discoveries; and (4-) ;ill necessary domestic nnd inter ... 
national controls on nuclear materials and classified technologies will 
!Je maintained as they i-;ou 1 J 02 1 f the Governlilen t i tse l f were to own the 
new plants. 

The construction of nm'I 11.S. uranium enrichnent plants rcqu1rcd by tho 
year 2000 is estimated to cost ~·30-50 billion (in 1976 dollars). If 
the Government had to build these plar.ts, the capital costs of the nc~-1 
plants would by 19]5 exceed revenues for these plants h.v al>out ~?9 
billion (in 1976 dollars, 1.c. escallat1on is not taken into consfdnrat1on). 
[ven the construction by the r;overnm~nt of only the next increment of new 
enrkhmcnt capilcity would have a riajor budg~ ~ilry impact for the next ten 
years. 

In contrast, this financial burden would, und~r the President's proposnl 
outliuad above, . be borne by the private sector \'lhich is ready and willing 
to do so. Ideally, industry wotlld assu::ie the entire respons1b111ty for 
building suco~c,:l1na increments of capacity. without even the lim1t~d 
,;issurances provided for 111 the President's Plan. llowcver~ it has not 
been pos:;ible for private firms to obtnin the necessary debt finnncing for 
such ventures because of tho special circu1nstances involving uranium 
enrich1:ient which arc not commonly faced 1n the business environments. 



J 

Sp~cifical ly: (1) tho very large size of an crJrici1111!.'!nt project; (2} 
the use of technologies that arc classified; (3) regulu.tor.v uncertainties 
associated with a first of a kind venture; an~ (4) the current financial 
cJ1fficultfos of some of the utilities that would be the custom~rs for 
uranium enr1chment serv ict:?s. 

H1e 1 i;:1itcJ cooperation and temporary assurances contempl atcd 111 
the tiFi\/\ nra designed specifically to ov~rcom~ these obstacles an:l 
:nake the risk that 1 s invo l vcd for po tent i :i 1 lenders of d~bt r:1011ey 
qorc 11carly con11"1arablc with the risk associated with other invP.st
nent opportunities available to them. 

Under tha President's proposal outlined above, the F1.?deral Govern
ment would incur a contingent liablity when a cooperative arrangement 
is entered into by EHDA pursuant to the ·:uclear ruel /\ssurance Act. 
The major r,overnment contingent liability is based on the possible 
need to ac11uire thn domestic assets and assur.10 l f ab111tfos ( 1n: 
cluu111~1 Jebt) •'.lf a pr1viltc enrichment proJect in tll(? unlikely event 
that the VC!riture were unable to proceed {S~ct1on 2 of the proposed 
;·:uclcar Fuel f\ssurance Act). f\qain . it r:1ust b::= stressed that \·!'1 do 
not cxµe·ct any expendf tu re of funds for the assunpt1on of assets and 
11ubi11t1es of a private uranium enrichment vcnturn. He are con
fident 1n this view because the technology hcls been thoroughly demon
strated over the past 30 years and because of th~ overs1ght role ERDA 
\·1111 play with respect to these prfvatc enrichment f1rms. 

Si-nee it fa unlH:ely thnt future outlclys ~lill be incurre1, \'!e believe 
that the J 1Jill1on to be hlclur.le<l in appropriation langunrye should be 
trcateJ as financiul a::;surances anJ that the l imi tatio:t on cooperative 
urrangements ($3 billion) 1:1ade by ERD/\ pursuant to the Huclear Fuel 
Assurance f,ct, should not be considered as new budget authority. W\! 
base this interpretation on Section 3(a)(2) and 40l(c)(2) of the 
Congressional Budget Act of 1974 (P.L. 93-344). 

Section 3(a)(2} of P.l. 93-344 states: 

"The tcnri budget authority" 1-::ci-lns authority provided 
by la\1 to enter into ol.Jlif]atfon:; 1:1hich w1ll result 1:1 
fotned1ate or future outlays 1nvolvino 'lovernment fund:; ••• 11

• 

( cr:iphas is added) • · · · 

Since th~ $3 b11l ion to be incluJed 1n appropriation lanqunrie p•.1r511ant 
to the ilf/\l\ 1n all likelihood will not result 1n 1mr:1cdiate or future 
outlays, we believe 1t doe!» na·t con.form to this definition of bud']at 
authority. 

In thll unlikely event that conditions \·:ere to arise~ in the future where 
it arpeared that contiflry,mt liab'Jl1ties would require liqu1rJJt1on, an 
ilppropriatc amount of bud~et authority and outlays would be estimated 



in the President's budget for that year. Spcc1f1cally, the cstir.tate 
of buJget authorit.Y \vould be in the amount of tha borro'l1in!1 fro:n 
the Treasury needed to cover the necf!ssary l iq:1idation. Th1s is 
similar to other Faderal Programs containing continqcnt liab11it1es 
assumed by the Federal Government (e.q., government insurance programs). 

I suggest that it might be des1rable for my staff to meet with 
yours to discuss further the :1uclear Fuel /\ssurance 1~ct and th~ 
appropriations 1 anguage mandated by the Act. This can be arran~jed . 
through my office. 

I would personally appreciate any comments you may have on this 
matter. 

Hith best personal regards, 

Distribution 
Official File - DO Records-
Di rector's Chron -·-· 
Director 
Deputy Director 
Mr. Mite he 11 
Mr. Loweth 
Mr. Taft 
Mr. Kearney 
Rtn. Room 8002 
Chron 
SSET/NP:MY:3/2/76 

Sincerely yours, 

{Signed} Jim 

,la1.1cs T. Lynn 
Director 

-~---= 



... ,,.. 
:. 

' 

BUDGET IMPACT - ADDITIONAL GOVERNMENT ENRICHMENT PLANTS 

Attached are tables which illustrate the impact on the Federal Budget 
of having the U.S. Government build eleven new uranium enrichment plants 
which may be required in the U.S. 

COMPARISON WITH PREVIOUS TABLES; NEW TABLES BEING PREPARED 

These tables differ in several respects from tables previously provided 
by ERDA to the JCAE and CEO and some explanation is in 6rder: 

The previous tables covered: 

case outlays only for the capital and op~rating costs. 
revenues based on a price of $76 per swn which, at the time 
the tables were prepared,. was the estim:..ted commercial charge 
price for existing plants. 

To reflect true Federal budgetary impact, tables would have to 
include additional considerations -·- on both the cost and revenue 
side. For example: ~ · 

On the revenue side, a substantially higher price would have to 

• .I~ 1976 

be charged for product from new plants and this should be reflected 
in the revenues. 
On the cost side, several additional factors should be reflected, 
including: .• 

cost of interest on the Federal investment duri~g the 
construction and operation of each additional plant until 
the investment is recovered. 
inte~est on the investment cost of inventories of uranium 
being processed through the plant. 

ERDA is no~ preparing revised tables that would show the true 
budget impact. These will be available in about two weeks. 

•. In order that some better though still imperfect estimates, would 
be available in the interim, the attached charts have been prepared. 
Compared to the previous tables, these charts include: 

Higher revenues. (SWU charge of $125 compared to $76 in . 
earlier tables). 
Costs of interest on capital investments. 

They do not yet include other cost factors such as cost of 
~ntorie~ and associated carrying charges. 

Furthermore, when the additional cost factors are included, it 
may very well be necessary to adjust upward the pricing factors 
(including $ per SWU) so that impact on the Federal budget is hela 
to a lower-level. 
Lines have been included on the tables to show present value 
of the cash flow (10 percent discount for factor used). 

HIGHLIGHTS 

Among the points that are highlighted by the attached tables are: 

The large differentials between revenues arid costs (even using the 
$125 SWU price) -- reaching a cumulative maximum of $14 billion 
in 1988 on an undiscounted basis and $6. 9 billion on a disco:.mted 
basis. 

Costs to the U.S. Government would not be recovered and a return 
on investment shown until 1995 on an undiscounted basis an4 1999 
on a current value basis. 



ASSUMPTIONS 

Assum?tlons reflected in the attuched tables include: 

Moderate-low nuclear power growth with full plutonium recycle, 
and 0.30 percent U-235 enrichment plant tails assay. 

Nominal 8.75 million SWU/year plants constructed to track 
demand. 

Construction costs for the proposed add-on diffusion plant 
(New plant l) are latest estimates, based on a completed 
conceptual design estimate and are subject to change . 

Construction costs for full size centrifugc_facilities 
(New Plants 2 through 11) are current ERDA estimates of 
costs for centirfuge plants, assuming that shared sites, 
maturation of the support industry, and improvements in 
technology will contribute to capital cost -savings over time. 

Power costs at 20 mills/kwhr. ,,. 
Operating costs based on latest ERDA estimates• 

Revenues at $125 per SWU, assumed to include capital recovery 
charges for new plant invest.~ent . 
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UNITED STATES 

ENERGY RESEARCH AND DEVELOPMENT ADMINISTRATION 
WASHINGTON. O.C. 20545 

Honorable John O. Pastore 
Chairman,. Joint Committee on 

Atomic Energy 
Congress of the United States 

Dear Mr. Chairman: 

APR 16 1976 

Hy letter of April 13, 1976,, sought to clarify some confusion with 
respect to the use of revenues from existing uranium enrichment 
plants to finance a Government add-on plant. After reviewing the 
testimony presented during your hearings on April 6 and 7, 1976, 
I am also concerned by what appear to be several other conunon 
misconceptions with respect to the Nuclear Fuel Assurance Act~ as 
well as the ERDA backup plan for Government provision of additional 
enrichment capacity. I would like to take the opportunity to 
comment in this regard. 

Cost of Add-on Plant versus UEA Plant 

It has been suggested that the cost of enrichment f~om a private 
gaseous diffusion plant would be higher than fxom a Government 
built add-on plant by comparing only the capital costs of building 
these plantso As I have previously noted in my testimony before 
the Committee on December 2~ 1975, there is no solid basis for 
contending that the add-on plant will result in less costly enrich
ment services than a private plant o While the capit:al cost of an 
add-on plant would be lower~ the cost of uranitnn enx~chment services 
sold to ut:llities could be as. high or higher if the add-on plant :ls 
powered by electricity generated by fossil fuels 9 as now seems likelyo 

Fotential Sli~a&e in UEA Schedule 
. 

Concern has been expressed that there is a greater potential for 
slippage in the Uranium Enrichment Aseociates 9 schedule for 
constructing an ·enrichment plant than a Government add-on plant> 
thus implying that a Government add-on plant could be completed 
earlie~. As l-rith any large construction project~ these early 
schedules are subject to some uncertainty. We do not believe that 
it is possible at this time to conclude definitively that one 
plant could be available earlier than the other3 

... 

·. 
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Government Risk versus Benefits 

Some concern has been expressed that the passage of the Nuclear 
Fuel Assurance.Act would provide guarantees which would result in 
the U.S. Government's taking risks for private enterprises, both 
domestic and foreign, without obtaining any of the benefits from 
these etl.terprlses •. The :Nuclear Fuel Assurance Act would provide U .. S. 

-; private enrichment: enterprises only temporary assurances which 
cover portions of the risks associated with building and owning 

--·· enrichm.ent plants • . Part of,. and ·xider certain circumstances all·---. 
of, a private enterprise~s equity will be at risk during construction 
of the plantso .When operability is established in a commercial 
sense private investors will asswne all project risks .. ··· In the case 
of UEA it is anticipated that this ~ill occ~r-about one year afte~ 
the project commences operation. Furtherm.ore, it is our firm . 
belief that... these plants will be completed b_y th~_ private enterprises 
and, therefore that these temporary assurances would result in no 
net outlays by the U.S. Gove~ent. 

In exchange "'for these assurances significant benefits will be 
obtained by the U.So Government tinder the Nuclear Fuel Assurance 
Act. The most important benefit is that the Federal Government 
would avoid spending large smus of taxpayers' dollars on new · 
enrichment facilities ~ about $8 to $10 billion for just the 
enrichment capacity which might be assured under the Act.. Finally~ 
the U.Sp Government would collect royalties and taxes from each ·
future enrichment plant includivg those new plants built subsequent 
to plants covered by the Act. 

ERDA Support of NFAA 

Several witnesses have noted my reservations abnut the UEA program 
as it was submitted in December 1974 and discussed during the 
.January-March 1975 ·per:todo UEA submitted a new and considerably 
differel'1-t proposal in May 1975,. which constituted an acceptable 
basis for commencing negotiations o When negotiations with.- UEA are 
completed, I expect to have a.proposed cooperative arrangement 
that I can recommend to the Congress without reservations. As I 
indicated in my testimony of December 2~ 1975,. I fully support the· 
Nuclear Fuel Assurance Act proposed by the President and I want 
to reaffirm that support. 

? ., 
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Foreign Access to Enriching Technology 

One witness e"?:presaed concern that the "c .. $ NFAA would involve 
private industry and foreign governments in activities of a sensitive 
nature ••• ". Ye believe! the NFAA has recogni2ed and dealt with this 
concem.. The Bill would not perm.it foreign access to sensitive 
or classified mat;texs. All provisions of existing laws and policy 
respecting classification or technology and export control of fu~l
grade enriched uranium would con~nue to apply. In addition, foreign 
domination or control of enriching proj ecta would continue to be ... 
precluded.. by the Atomic Energy Act. We are convinced that early 
enaement of the NFAA and establish:Clent of acceptable private projects 
will increasG the ability of the United States to supply a greater 
Bharo of t:he foreign market, and that this will increase our abiliey 
to encourage acceptance of controls that are needed to achieve our 
non-proliferation ~bjec~ivea. 

. . . 
Diffusion versus Centrifu~e T~c:hnologz 

I 

On the subject.of future capacity, ~tis my view that a large diffusion 
plant is needed as the next in4?remeut of capacity.. However, we '-\ 
expect thr.t the sub~equent increm~nts of capacity will utili~e the 
centrifuge process. Our propo~ed program under the NFAA is structured 
with that objective in mind. 

lonlile it is not yet po3aible·to conclude with absolute certainty that 
the centri.fuge proces~ will be competii:ive with dif £~ion, the . 
preponderance of technical judgement is in this direction. Commerd.al
ization of both procee~ee, aa would be psrmitted under the NFMsi 

·. ~ould provida maximum compet:itive- flexibility to ·the U.ation mad heuee 
ma.""timum benefit to custome:re of electrical energy o 

I hopfl that th.es(} c~e" are useful i:o the Cowm:.1.tte~9 and I would 
be pleased to provide sny addition.al information ~he Cci7rlllitte~ may 
requireo 

Sincerely, 

.{ 5 / 
Robert C. Seamans~ Jro 

Admin:lstrator 

" 

.-

. ... 



ENERGY flESEf,RCH ANO DEV!:LOPMEtff ADMliiiST!tATJON 
WASHINGTON, D.C. 20545 

February 23, 1976 

Honorable John 0. Pastore, Chairman 
Joint Co~.mittee on Atomic Energy 

Dear Mr. Chairman: 

During the course of the Joint C9~.:nittec's recent hearings on the 
President's proposed N_uclear Fuel Assurance Act of 1975 (S.2035), 
you and other nerr.bers of the Co!!'.'Tlittee e:qressed concern that the 
proposed Act did not provide su£f icient O?portunity for Congres
sional oversight of cooperative agreeraents negotiated pursuant to 
the Act. You proposed .:.:hat additional Congre:ssional review a1~d 
approval require6ents be includ~d in the Act which would be coi:!ip<l
rable to those provided for in the case of Agrec:-acnts for Cooperation 
in Section 123.(d) of th~ Ator:iic Energy Act, as amended. 

Subsequently, ERDA staff raet with JCAE staff to review language that 
would acco:::plish this objecti ve. We understand r:hat the proposed 
langua£e ''culd, in brief, provicie that each unsigned coopern.tivc 
arrange~ent be subcittecl for a 60-day period.of Congressional 
consicle:::ation. The 60-day ,Period l-'Ould allo•..r 30 days ior JCA.C: 
review and recommendations to each House of Congress and also 

· require action wichin an additional 30-day period by each Hou~e 
in the form of a concurrent resolur:ion of ·approval or disapprc.,al. 
A comparative draft of the ori&inal and the revised S.2035 showing 
the revisions is attached. 

I am pleased to advise you that the arnendrnents you proposed arc 
acccpt~ble. I -would like to ccr.'"":l~nd the JC.\E staff for theit: 
constr.uctive approach to the c!evelopoent. cif the rcvis<?d langua~e. 
They rr.ade an irr.port:ant co:itribution to- the rer.loval of the rc;::aining 
obstacle to action on this bill. which is of. grea.t. ix:lpaa:tanc:.e. to the 
Nation. 

,A ,. . \ 
\I • \. l-~ 
1 .•' J 

-. 
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we· are looking forward to favorable Cor.imittee action .on the revised 
bilL at the earliest possible· date. 

.. 

Attachment : 
Revise.P Bill 

Sincerely, 

:fl . 
~Robert C~ Seamans, Jr~ 

Administrator 

! 



COHPAMTIVE DRAFT 

S. 2035, REVISED 

To authorize cooperative arrangements with private enterprise for the 

.provision of facilities for the production and enrichment of uranium 

enriched in the isotope-235, to provide for authorization of contract 

authority therefor-, to provide a procedure· for prior congressional 

revie~ · and disappro'\·al of proposed arranger.:ents, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, J. 63-057 That this Act 

may be cited as the "Nuclear Fuel As$urance Act of 1975". 

·SEC. 2. Chapter 5 (prod~ction of special nuclear material) of the Atonic 

Energy Act of 1954, as r.n:ended, is arr.ended by adding at the end thereof 

the following section. 

"SEC. 45. COOPERATIVE ARRANGEHE~TS FOR PRIVATE PROJECTS TO PROVIDE t:RAJHUM 

ENRICHNENT SERVICES.-

"a. The Administrator of Energy Research and Development Ac!r.!i~ise~et-iott is 

authorized, subject to the prior congressional review nrocedure set forth 

in subsection b. of this section without regnrd to the provisions of 

section 169 of this Act, to enter into ccoperati¥C? arrangements with 

any person or persons for such periods of time as the Administrator 

of the Eue~gy Re~ee~eh end Btve!or~e~e Ad~fnistr~eien may deem 

necessary or desirable for the purpose providing :;uch Government 
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cooperation and assurances as the Administra~or may deem approprjate 
-t. 

and· necessary to encourage the development of a competitive private 

uranium en·richment industry and to facilitate the design, <.:onstruction, 

ownership, and operation by private enterprise of facilities for 

the production and enrichment of uranium enriched in the isotope.:.235 

in such amounts as will contribute to the cor:unon defense and security 

and encourage development and utilization of atomic energy to the 

maximum extent consistent with the common defense and secl.!-rity and 

with the health and safety of the p'ublic; including, inter alia, 

in the discietion of the Administrator, 

"(1} fu-mis!ting technical assistance, inforr.iation, inventions 

and discoveries, enriching services, materials, and 

equipr.?ent on the basis of recovery of costs and 

appropriate royal~ies for the use thereof; 

"(2} providing warranties for materials and equip-

ment furnished; 

''(3} providing facility performance assurences; . 
"(4) purchasing enriching services; 

"(5) undertaking to acquire the assets or interest 

of such person, or any of such persons, in an 

enrichment facility, .:ind to assu:ne 0bligaticns 

and liabilities (including debt) of such person, 

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

construction, ownership, or operation for a 

dcfincp period of such cn:-ichmcn t facility in the 
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event such person or persons cannot complete that 

enrichment· facility or b"ring it into comr~ercial 
-· 

operation: Provided, That any undertaking, 

pursuant to this subsection ~5), to acquire 

equity or pay off debt, shall apply_ only to 

i~dividtte!.s investors or lenders who are 

citizens of the United States, or ~e eny 

are a corporation or other entity organized 

for a common business purpose, which is 

owned or ef fect.ively controlled by citizens 

of the United States; and 

"(6) determining to 'I!!Odify, cowplete, -and operate 

that enrichment facility as a Goverm1e:nt 

facility or to dispose of the facility at 

any time, as tne interest of the Govern~ent 

may appear, subject to the other provisions 

of this Act. 
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to exect1te ~±nclttdir.s the ne~e of the F~~~osed rftrtie±patin~ 

pereon or- per::tcH-ts with l":'hor,, t~e 8rrer.ee~ene i~ to be aede:, e. 

genera% eeser±ption of the proposed f eeiiity; ehe esti~ete 

amottnt of. cose . to be ±nettrred oy the per~:ici~atin~ person 

or person~; the incentives ±~posed by the egreeaent on the 

person or per~ons to cor::pl-ete -the f ac.iH:~j" es p1:8nned end 

operate it !tteees~~tt;ly fer e de£±r.ed-perfod; and the genera± 

feetttres Of the proposed errenser::e~~ or er::ene~ent7~ or t~e 

plan fer stteh aodi£ieatfon, eo~p%etfen; operetion; or dispo~a± 

by ~he Ad~±nistretor; es approprfete; ~hell be sttbmiteed ee 

the Joint €oa~iteee on A~6~±e Er.erg~, ~~e ft perfee of 

£orey five dey~ sh~~± el~~se ~h±~e €or.gre~s i~ in sees±e~ 

~~n eo~pttt±ns stteh £o~t7 fi~e days; the~e she~~ be e~e~~ded 

~fie dBys on which efthe~ Hotse fs net in· ~ess±en beeett3e of 

edjott~n~ene £0~ ~o~e then thr.ee deys~ ~~lees t~e Joint €eM~iteee 

by reseitteien in ~~itin~ Y.tlf~es the eottdfti~~s ef; e~ eli o~ eny 

porefen of, stteh fort~ fi~e dey pe~±~d~ P~o~idee, · he~e~e~, ~hat sr.y 
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"b;. The Administrator shall not enter into any arrm1-;;cmcnt or 

amendment thereto under the authoritv of this section, modify, 

or complete and operate any facility or dispose thereof, until 

the proposed arrangement or amendment theretc which the 

Administrafor proposes to execute, or the plrin for such 

modification, -conpletion, operntion or disposal by the; 

Administrator, as appropriate, has been submitted to the 

Joint Committee on Atomic Energy, and a period of sixty 

da:ys has elapsed while Congress is in session.without passage 

by the Congress of a concurrent resolution stating in sub-

stance that it does not favor such pronosed arrangcr:.ent or 

amendment or plan fer such modification, completion, .opera-

tion, or disoosal (in cor.:pu~ such sh:tv dnvs~ the!'e .shctll 

be excluded the davs on which either House is not in session 

because of adiournr::ent for more than three days)~": Provided, 

That prior to the elaose of the first thirtv clavs of any_such 

sixty-day period t)le Joint Committee sh.:ill submit a rep_ort to 

proposed arr~nse~ent, amendment .or plan and an accompnnvins 

propC'sed ccmcurre:1t resclution statj:1g in subst.:mcc that tht' 
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resolution so reported shall become the pending business of the 

House in question. (in the case. of the Senate the time _for-debate 

shall .be equally divided between the proponents· an_d the ·opponents) 

within twenty-five days ond shall be voted on within five 

calendar da\·s thereafter, unless such House shall otherwise 

de t:err.!ine. 

SEC. 3. The Administrator of ehe Energy Research and D~velopment· 

A~e\i:ni:sf!~e~±ert is hereby authorized ~o enter into contracts for cooperative 

arrange~ents; without fiscal year lioitation, pursuant to section 65 of the 

Atomic Energy Act of 1954, as amended, in an amount not to exceed in the 

aggregate $8,000,000,000 ~s ~ey be e~~~e~ed in en e~~fop~i:aei:e~ Aee7 

but in no event to exceed the acnunt provided therefor in a orior 

appropriation Act: Provided, Thet the timfog; interest rate, 

and other terms and conditions of any notes, bonds, or other si~ilar 

obligations ·secured by anv such arrnn~eir.cnts shall b~ subiect to 

the approvtil of the ;,dni~istrator with, the concu:-rence of the Secretarv 

of th <' TrN:.St.!..S:'.:..:... In th~ event th<lt liquid.'.ltion of p:irt or all of any 

financial obligations incurred under such cooperative arran!;ements.shocld 

Adr:\ini:st:t":-~ti~n is authorized to issue to the Secrec:~ry of the Tr.:.:1sury 

notes or other obl ir.:i t ions u p to the level~~ of contr:ict :rnthority .:ipproved 

in an appropri3tion /.ct pursu:-.i~t to the fir:.t s entC'ncc> of this s-0ctio:-i · 

in such form mu! dcno1.1inaticn, bearing sud1 ir.:iturity .:iml ~ubject to such 

terms and Cl'aclitions .:1 ~ !:';'lY b ,! rr~>scd.hC'J liv the ,\<l:., i :1i s tr.:itor 't-:lth the 

I 

·. 
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approval of the Secretary of the Treasury. Such notes or other 

'obligations s·hall 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 c.omparable maturity at the time of issuance of the notes 

or other obiigations. The Secretary of the Treasury shal~ purchase 

any notes or other obligations issued hereunder and, for that purpose, 

he is authorized to use as a public debt transaction the proceeds. from 

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

as 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 other obligations acquixed by him under this 

section . All redemptions, purchases, and sales by the Secretary of the 

Treasury of such notes or .other obligations ~-hall 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. 

SEC. 4. The Administnttor of the Energy !~cscurch nnd Development 

Ad~itthH:!'nti.l'itl is hereby authorized to initiate construction planning 

anci c!csign activities for expansion of ~n existing u-:anium cnrichml!nt facility. 

Thl'rc -: ::i arc hcr~by :iuthori::ecl to be appr0priatcd st:·.::h sums as may be 

nccc· · :\ry for this purpose. 



Honoral.> 1 c Er.~nund S. 1.-:us k ic 
United States Senate 
Cha1nna1"1. Cammi ttee on the ~udg8t 
~·fas hi ng ton, D. C. 2fJ5 lo 

o~·ar Hr. Cha 1 rman: 

M/.\R 5 - 1'd70 

The Administration intends shortly to propose to the Crmgrcss 
additional FY 1976 appropriation language for the Ener9y Research 
and Development J\d111fnistration to implement the pending i~uclear 
Fuel Assurance .'\ct (tho ·:FM, !LR. J401 nnd S. 2035). r\ct ion on 
this appropriation language 1s ~1e second vital step in a three
step congressional review and approval process to make it possible 
for private industrial firms to finance, build, own and operate 
adJ1tional uranium enrichr.1ent plants needed by the riation. 

- The first step 1s enactment of the nFr~ which provides ERDA 
a basis for proceeding with the negotiat1on of cooperative 
agreements w1 th private f1 nns that •;1i sh to build 1Jran 1 wn 
enrichment plants. . {Under the proposed FJFAA, cooperative 
agreenien ts col.l l d not be signed until s tcps 2 an<l 3 below 
are completed.) 

- The second step is the passaqe of appropri~tion lanquage 
~rl11ch sets an upper limit on the U.S. Government 's 
11ab1l'lties in the unlikely event that it ~rere neccssury 
for the ()ovcrnmcnt to assume the do~cstic assets and 
1 iabi l it1es of finns covered by cooperative agreements. 
The practical effect of this step 1s to provide a b11sis 
for rrivate finn3 to obtain necessary .Jebt f1nanc1nq in 
the commerc1al capital market. It \JOuld pannH completion 
of negotiations between ERDA illld private fir:ns . 

- The third step is the submiss·ion of tm'=iif}nf.?ci coorQrativ0 
<lqr~ernents to th1~ C:on1;ress for final revfo~1 an-J tipprovul. 

Wien this three-step process 1s crnRplcte<l and cooperative aqreen~nts 
arc s1~Jncd J contingent 11abil1ty would be assumed by the U.S. r;ov1.:-rn
ment. This contingent liability could amount to $8 billion. Such an 
maount \·JOuld cover the domestic port1on ( 1io:: ) of a lar~e qas~ous 
J1ffusion plant {$1.5 billion) anJ three smaller ccntr1fuqe plants 
c.i3 billion) as w~ll as provide for conting~ncies ($3 .6 billion) 
f nclud1ng escalation. 

' 
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I must e111jJhasizc that 1t is tlte ,'\Jministration's firm C!XPr?ctation that 
non\;? of this cont1n~c11t lfobilHy would result in rcdE.'ral expenditure:; 
for ~he assul!lpt1on of private ventures beciluse of the hiqh degrQe of as
surance discussed below, that commercial fin11s will be successful. 

The purpose of this letter is to infonn you of our plans and to 
exp 1a111 why ~~e do not cnns 1der the ~. bi 11 ion . cont i nqcnt l i.abi 1 i ty 
to l>e budget authority under provisfons cf the ronqress1onal Budget 
Act of l 974. We Nant to be sure that your Jwlqct Crnr11'.1ittce acceots 
this conclusion so t:1at disaareemcmts do not arise at a later date 
when they !:tight sluw up th~ Con9ressional r.ipnroval of tlm avnroprfot'ton 
language mandate<.! by the :iFA/\. 

By 1t1ay of addi tfonal background~ uranium enrfching--a service essential 
to the production of nuclear fuel--is now il fully developed production 
activity' carried out in th~ U.S. solely by ERtJ.1\. Thfa larqe ERDA 
production activity could be capable of s_upplying enrichnent scrv1cGs 
to as much as 329,000 r;:,,/e of nuclear· generating capacity by the ~arly 
t:O's .• This capacity, however, is 110\'l fully contracted to domestic and 
foreign utilities. Tha penJing ~luclear Fuel :\ss;.tranc~ l\ct and the 
proposed appropriation language are intended to assure that: (1} 
the next increments of uranium enrichment capacity will be bu11 t 
and operating when needed to supply tho growing demand for fuel for 
nuclear powered electricity generating plants; (2) 1111 future capacity 
increments w111 be bu1lt, financed and operated by private industry, th1..1s 
ending the current Government monopoly and clrilin on ttr0 Fe.Jcral Budget; 
(3) the Government will receive appropriat(.! co:noensation for the use of 
its illvcn tions and d 1 scoverfos; und { 4) id l necessary <iomes tic Jn:.i in tcr
nation."l l controls on nuclcnr materials and classified technologfos will 
IJe maintained as thay \t1ould ue if the Government itself \·n~re to own the 
new plants • . 

The construction of ne\-J 11.S. uranium enr1chnent plants rcqiJ1r()d by tho 
year 2000 is estimated to cost 30-50 billion (in 1976 dollars). If 
tha Government had to bu i 1 d these pl a r: ts , the capita 1 cos ts of the nc~·t 
plunts would by 19:35 Hxceed revenues for these plants by about $9 
billion (in 1976 dollars, 1.e. escallat1on 1s not tnken into considcratfon). 
Even the construction by the ')overnm~nt of only the next incre:11ent of new 
enrichment capilc1 ty would have a r:1ajor bud<J2tnry impact for the next ten 
years. 

In contrast, this financial burden would, und~r the rrasfdcnt's proposal 
outliraed above,. be borne by the private sector \'lhich is ready and willing 
to do so. Ideally, industry would assune the entire responsibility for 
building succecd1na increments of capac-ity. without even the l 1mftcd 
assurances provided for ill the President's Plan. However. H has not 
been possible for private firms to obtnfo the nccessury debt finnncing for 
such ventures because of the special circuinstances involving uranturn 
e11rich1:1ent which are not ccmtilonly faced in the business environments. 
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Spccifical ly: (1) the very large s1ze of an cnrichm!!nt project; (?.) 
the use of technologies that are classified; (3) regulutory uncertainties 
associated with a first of a kind venture; and (4) the current financial 
difficulties of srnne of the utilities that would be the customers for 
11raniu:il enr1chment scrv1ci:?s. 

lhc l ii:1itcJ cooperation and temporary assurances contempl atcd in 
the if/\/\ ara des 1 gneJ spec1f1ca lly to ovr?rcorne these obs tac 1 es an<l 
:\Jake the r1sk that is involved for potcnti-31 lenders of debt r1011e.Y 
rmrc 11early coniparublc with the risk associated with other inv~st
nent opportunittes available to them. 

Under tha President's proposa 1 outl i 11ed above, the Fr~dera 1 Govern
ment wo•Jld incur a contingent 11abl ity when a cooperative arrangement 
is entered into by EfWA rursuant to the ::uclear ruel Assurance Act. 
The major r,overnment contingent liability is bused on the possible 
ncc!J to a·cgu1re thn uomestic assets and assur.1(? 1irtb111t12s (1n
clud1wr Jebt) of a priviltc enrichment proJect in th(? unl 1k~l .Y event 
that the venture were unable to proceed (S~ct1on 2 of the proposed 
r-:uclcar Fuel Assurance Act). f,qain, it r:1ust be stressed that w~ do 
not expect any expenditure of funds for the assumption of nssets and 
1 fobil Hies of a pr1va te uranium enr1chmen t vcn tur<'!. t-/e art'? con
fident 1n this v1ew because the technology has been thoroughly demon
strated over the past.JO years and because of t!i~ oversight role ERDA 
\·1111 play with respect to these private enrichment f1rms. 

Since it is unlikely that future outl«ys ~;ill ba incurre:I, we believe 
that the y J hi 1l1on to be included in appropriation lilnqunryt~ should !Je 
trcatcJ as financial a:;surancss an:J th.1t the limitation on cooperative 
~rrnngements ($3 billion) 1narJe by ERO/\ pursuant to the fa1clear Fuel 
Assurance Act , sl1011l<l not be considered as new budget authority. H<.? 
base this 1nterpretat1on on Section 3(a)(2) and 40l(c)(2) of the 
Congressional Budget Act of 1974 (P.L. 93-344}. 

Section 3(a)(2) of P.L. 93-344 states: 

"The terr:l •; l:iudge t au thor1ty'' r:icFtns authority prov1 ded 
by l m'I to enter into obliriatio11:; 1.-1hich will result in 
fomediate or future outlays 1nvolvin(l ~overnment fund:;,..". 
(emphasis added). - ·· 

Since the $3 billion to be included 1n appropriation lanqu<Fle p1.1rs11ant 
to the ilF/'.l\ in all likelihood will not result in 1mr.1cdiate or future 
outlays, we believe it does no·t con.form to this definition of budget 
.1u thor1 ty. 

In the unl 1kely event that conditions \·tere to arise in the future \'lhere 
it appeared that contingtmt 11abil Hies vmuld require 1 iqu1dat1on, an 
ilppropriatc umount of budqet authority and outlays would be estimated 



in the President's budqet for that year. Spec ff1cally, the· cstir.iate 
of bu.Jget authority would be 1n the amount of the borrowf nfl from 
the Treasury nacded to cover the ncc!)ssary liquictation. Th1s is 
sirnil ar to other Fcdera 1 Programs containing contin<:)cnt l iab11 itf es 
assumed by the Federal Government (e.g., government insurance programs). 

I suggest that 1t might be des1rable for m.v staff to meet with 
yours to discuss further the :1uclcar Fuel /\ssurance !'1ct and the 
appropriations language mnndateJ by the Act. Thfs can be arranged. 
through my office. 

I would personally appreciate any crnmIBnts you may have on this 
1natter. 

Hf th best personal regards, 

Di stri but ion 
Offi ci a 1 File - DO Records----· 
Director's Chron ---· 
Director 
Deputy Director 
Mr. Mitche 11 
Mr. Loweth 
Mr. Taft 
Mr. Kearney 
Rtn. Room 8002 
Chron 
SSET/NP:MY:J/2/76 

Sincerely yours, 

( S.igood) Ji.Cl 

Sa1;1c5 T. Lynn 
Director 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

April 30, 1976 

JIM CANNON 
JIM CONNOR 
BILL KENDALL 

L.,..eHARLIE LEPPERT 
J!M MITCHELL 

GLENN iJ~DE 
TALK~ :APER - URANIUM ENRICHMENT 

Attached is the revised talking paper requested by Charlie 
and Bill during last Tuesday's meeting. I sent the earlier 
version of it to Bob Fri and he indicated that he saw no 
problems with it. I understand that Jim Lynn, Jim Mitchell 
or OMB staff have discussed with Bob Seamans and others at 
ERDA the following: 

The FY 1976 and TQ supplemental. The Appropriations. 
Committees were adamant against reprogramming without 
a supplemental request. ERDA and OMB are preparing 
a supplemental that requests the reprogramming for the 
President's signature. Total is $13 million and all is 
for A-E work except the cost of a temporary building at 
Oak Ridge to house people working on uranium enrichment 
(costing about $1 million). Some additional staff for 
ERDA are involved (about 25). and OMB is making .clear that 
these people are for work ERDA must do in connection 
with private ventures and for work on the contingency plan. 

The amounts for FY 1977 for work on the contingency plan . 
The current ERDA-OMB best estimates are $170 million in 
BA and $70 million in outlays. 

ERDA-UEA agreement to avoid competition for resources 
and unnecessary duplication of effort. (Point s· in 
attachment.) Among other reasons, this is needed to 
prevent work on the contingency plan from interfering 
with the mainline effort of allowing the private ventures 
a clear chance to succeed. I understand that ERDA has 
assured OMB that this step will be taken. 

Attachment 



ELEMENTS OF A COMPROMISE ON URANIUM ENRICHMENT 

1. Sections 1, 2 and 3 of the NFAA as submitted by the 
President and then modified as desired by the JCAE 
to provide that individual contracts shall be subject 
to a period of 60 days review by each house of Congress 
and a concurrent resolution of approval or disapproval. 

2. Section 4 which authorized design and construction 
planning could be modified to authorize $170 million 
for FY 1977 to continue work on a contingency ("hedge") 
plan which contemplates a Government-owned add-on 
enrichment facility. This plan would be followed at 
least until it was clear that a stand-alone diffusion 
plant could be built. It might also be continued 
beyond that time if it.appeared that additional 
diffusion plant capacity were necessary before 
centrifuge technology was available and no private 
firm proposed to build the additional diffusion 
capacity. 

3. The President would send up a supplemental request 
calling for reprogramming of $6 million in FY 1976 and 
$7 million in the Transition Quarter to continue 
architect-engineering work for the contingency 
add-on plan·.: 

4. If the authorization for the contingency plan (2 above) 
is provided in the NFAA, the Administration would send 
up a supplemental request for FY 1977 funding for the 
add-on plant. The latest estimate is $170 million in 
BA and $70 in outlays. A Presidential request would 
remove from the JCAE and the Appropriations Subcommittee 
the onus of increasing the President's budget request 
by $170 million. 

5. ERDA and UEA would reach an immediate agreement to 
work together to assure that planning, additional 
procurement and other activities undertaken over the 
next year or so would have as many common elements as 
possible and not involve competition for resources or 
unnecessary duplication of effort. For example, there 
should be no need to place duplicate orders for 
construction equipment and nickel powder which could 
be used in either a stand alone plant or an add-on 
plant. No exchange of funds need be involved. 




