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Digitized from Box 58 of the James M. Cannon Files at the Gerald R. Ford Presidential Library

THE WHITE HOUSE

WASHINGTON

April 3, 1976

MEETING WITH SENATOR BAKER
Monday, April 5, 1976
12:15 p.m. (15 minutes)
The Oval Office

From: Jim ga“%\
-

To seek Senator Baker's active support for your uranium
enrichment bill and make clear to him that his lack of
support and delayed actions are jeopardizing both the
expansion of uranium enrichment capacity and the creation
of a private competitive industry.

PURPOSE

BACKGROUND, PARTICIPANTS AND PRESS PLAN

A. Background: The Administration has provided all
witnesses requested, answered all questions asked,
and agreed to changes in legislation requested by the
Joint Committee on Atominc Energy (JCAE). However,
the JCAE has continued to delay action on the Nuclear
Fuel Assurance Act you submitted on June 26, 1975.

In early March, Senator Pastore indicated he would have
only one more day of hearings for industry witnesses
and then would act on the bill before the end of March.
The JCAE staff urged UEA to submit a written statement
for those hearings rather than appear in person,
presumably because of the emotion that has surrounded
the UEA proposal.

Senator Baker appeared at the hearings, criticized
the failure of UEA to appear in person and expressed
his views that the Committee could not act without
having testimony from UEA. The JCAE has since set
Tuesday, April 6 for UEA testimony.

In short, Senator Baker's opposition and delaying
tactics appear to be the principal cause of the
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continuing delay. Your staff believes that the
bill's chances in the committee are good if Baker
were neutral and excellent if he were helpful.

Senator Baker has stated that he would not vote
against your bill but neither would he actively
support it. He has stated that he would support

the bill if you made a firm commitment now to build

a government add-on plant regardless of the fate of
the private ventures. He has been unwilling to
accept the Administration position that an add-on
plant is a contingency measure —-- to be built only

if one or more of the ﬁrivate ventures do not succeed.

Your staff believes that a firm commitment to another
government plant -- other than as a contingency
measure =-- would have the effect of killing the
chances of achieving a private competitive uranium
enrichment industry because:

- It would represent at least partial capitulation
after a long period of Administration insistence
(actually since 1970) that industry must have the
opportunity to build the next increments of capacity.

- Both foreign and domestic customers would likely
lose interest in dealing with private uranium
enrichment suppliers if the government were again
in the position to sign orders.

- The added uncertainty would almost certainly lead
two of the four perspective private firms to
withdraw.

Probably the main reason for Senator Baker's insistence
on a commitment to another government add-on plant

-- even if located at Portsmouth, Ohio -- is that’
OakRidge would continue to provide the intellectual
leadership (R&D, design, etc.) for ERDA's enrichment
enterprise. OakRidge would flourish even more if the
private enterprise approach failed and future full-
scale centrifuge plants were located there.
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Even though Chairman Pastore has not been enthusiastic,
our current assessment is that he would move to report
the bill if Senator Baker would discontinue his
opposition and delaying actions. We also believe

that all other members of the Committee are likely

to support the bill except Senator Case and Congressman
Moss.

We have unconfirmed rumors that Senator Baker intends
to use the hearings on Tuesday to grill UEA witnesses
sharply, try to discourage UEA from continuing, and
discourage other members from supporting the bill if
UEA continues as a pot3¥ntial enrichment firm.

In view of the above, your advisers believe that
Senator Baker must be strongly urged to stop opposing
the bill and to drop any plans he has for forcing
withdrawal of UEA.

B. Participants. Senator Baker.

C. Press Plan. White House Photographer.

IIT. TALKING POINTS

. We all agree that more uranium enrichment capacity
is needed. The only question is who will finance
and own the plants.

. I sent up legislation nearly ten months ago to permit
industry to get involved. We have provided all the
witnesses requested, answered all the questions asked,
and agreed to changes in the bill to give the Congress
a full opportunity to accept or reject individual
contracts.

. The bill (Nuclear Fuel Assurance Act) can be passed
by the Congress without committing to accept any
particular contract. Each proposed contract -- including
UEA ~- will have to stand scrutiny by the JCAE and the
Congress on its merits.

. Despite all this, we have had one delay after another.
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Howard, I understand, you will support this
legislation only if we commit ourselves to build

a Government add-on plant. We have looked at this
from all angles and there simply isn't any sound
economic or technical reason for building another
government plant. We don't need to spend more
government billions in this area. The time is here
to make the move toward private industry.

A commitment to another Government plant would
weaken, if not destroy, the chances of getting
industry involved.

-
I committed ten months ago to continue efforts
needed to permit building a Government-owned plant,
but only 1if private ventures failed. I intend to
keep that commitment. I do not intend to change
the contingency plan into a firm commitment to
build another government plant.

I understand that you have a number of reasons
for wanting more government plants, but I'm
asking you to drop your opposition to the bill
and to work with me to get this bill out of
committee and to the floor.



TALKING POINTS FOR SENATOR BAKER

There cannot be an independent add-on. There is

no economic or technical reason for the U.S. Government
to spend $3 billion or more when private enterprise

is ready to spend the money.

Agreement must be before Congress before June 21
if it is to be considered this vyear.

O
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THE WHITE HOUSE
WASHINGTON

For your 12:15 today.



THE WHITE HOUSE

WASHINGTON

April 5, 1976

MEMORANDUM FOR: JIM CANNON
JIM NNOR
FROM: G SCHLEEDE
SUBJECT: Uranium Enrichment - Backup

Materials for Meeting with
Senator Baker

Just in case the issues should come up, there are
attached for your information:

-- Tab A - The latest wording of the legislation
agreed upon by the Administration

-- Tab B - Jim Lynn's letter to the Budget
Committees which explain:

- The three-step Congressional approval
process (NFAA, Appropriations Act,
individual contracts).

- The OMB view that the $8 billion in
contingent liability under the NFAA
is not budget authority.

Attachments



TAB A

k!
;

u
}

.




i

<;'xo\_.'.,llc)glo

& FA 5
n? I./.f,'...'..‘r:v., (2 .
Y L SR =
SN gz
W ','\’_v*.',. b

- \aaf‘q'.!- ¢.<\

AN
* g ami®

ENERGY RESEARCH AND DEVELOPKRIENT ADMINISTRATION
WASHINGTON, D.C. 20545

February 23, 1976

Honorable John O. Pastore, Chairman
Joint Committee on Atomic Energy

Dear Mr. Chairman:

During the course of the Joint Cormittee's recent hearings om the
President's proposed Nuclear Fuel Assurance Act of 1975 (5.2035),

you and other members of the Committee expressed cecncern that the

proposed Act did not provide sufficient opportunity for Congres~-

sional oversight of cooperative agreements negotiated pursuzn:t to

the Act. You proposed that additional Congressional review and

approval requirenments be included in the Act which would be cempa-

rable to those provided for in the case of Agreements for Cooper fion

in Section 123(d) of the Atomic Energy Act, as amended. L TR A R 2 g

Subsequently, ERDA staff met with JCAE staff to review language that
would accomplish this objective. We understand that the proposed
language weuld, in brief, previde that each unsigned cooperative
arrangezent be submitted for a 60-day period of Congressional
consideration. The 60-day period would allow 30 days ifcr JCAE
review a2nd recommendations to each House of Congress and also
"require action within an additionzl 30-day period by each House

in the form of a concurrent resolution of approval or disappreval.

A comparative draft of the origiral and the revised S.2035 showing
the revisions is attached.

I am pleased to advise you that the amendments you proposed are
acceptable, I would like to commend the JCAE staffi for their
constructive approach to the develepment of the revised language. 3
They made an important coatribution to the removal oi the remaining
obstacle to action on this bill which is on.great impartance to the
Nation.




Honorable John.o. Pastore -2 -

We are looking forward to favorable Committee action on the revised
bill at the earliest possible date. ' :

= ' Sincerely,
. ] Y > - ﬁ’ - : - =
- Robert C. Seamans, .Jr-.
Administrator

Attachment: -
Revised Bill




COMPARATIVE 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

review and disapproval of proposed arrangements, and for other purposes..

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, J~l 63-057 That this Act
- ' -
may be cited as the "Nuclear Fuel Assurance Act of 1975".
-SEC. 2. Chapter 5 (production of special nuclear material) of the Atomic

-Energy Act of 1954, as amended, is amended by a2dding at the end thereof

the following section.

“SEC. 45. COOPERATIVE ARRANGEMENTS FCR PRIVATE PROJECTS TO PROVIDE URANIUM

-

ENRICHMERT SERVICES.—

"a. The Administrator of Energy Research and Development Administratien is

-

authorized, subject to the prior congressional review procedure set forth

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

section 169 of this Act, to enter into ccoperative arrangements with
any person or persons for such periods of time as the Administrator
of the Energy Research and Developmert Administratien may deem

necessary or desirable for the purpose providing such Government
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cooperation and assurances as the Administrator may deem appropgégte
and necessary to encourage the development of a competitivé private
uranium enrichment industry and to facilitatc-the design; cpnstruction,‘
'oﬁneiship, and operation by private enterprise of facilities for

‘the productioﬁ and enrichment of uranium enriched in the isotope4235
in such amﬁﬁnts as will contribute to the common defense and security
aqd encourage development and utilization of atomic energy to the
maximum extent consistent with the ccmmon defense and security and
with the health and safety of the ﬁublic; including, inter alia;

in the discretion of the Administrat;r,

"(1)‘ furnisping technical assistance, information, inventions
and discpverieg, enriching services, materials, and
equipﬁent on the basis of recovery of costs and
appropriate royalties for the use thereof;

"(2) providing warranties for materials and equip-
ment furnished; .

"(3) providing facility performance assurances;

"(4) purchasing enriching services;

"(5) undertaking to acquire the assects or interest
of such person, or any of such persons, in an
enrichment facility, and to assume obligations
and liabilities (including debt) of such person,
or any of such persons, arising out of the design,

. construction, ownership, oé operation for‘a

defined period of such enrichment facility in the
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event ‘such person or persons cannot complete that
eﬁrichment~facility or bring it into commercial
operaﬁion: Provided, Tﬂat any undertaking,_ |
‘pursuént to this subgection (5), to acquire
equity or pay'off debt, shéll apély_only to

individuals investors or lenders.who are.

citizens of the United States, or £e eny
égg_g corporation or other entity organized
.'for a common business purpose, which is
owned of effectively controlled by citizeﬁs
of the United States; and i
"(6) determining to modify, complete, -and operate
that enrichment facility as a Governﬁent
facility or to dispose of the facility at
any time, as the interest of the Government

may appear, subject to the other provisions

of this Act. ; ,

Before the Administreter enters inte any errensement oY smeadment
therete under the autherity of this seectiewms; er before the
Adninistrater determincs to medify; eor eemplete end eperate any

faeility er te dispese thereoi; the besis for the prepesed

errangerent or arendrment therete whieh the Adminiserater proposes

I
'
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to_exccute~(i§ciuding the name of the proposeé partieipating
peréon or persons with whom the arrasngement i3 to be ﬁadcf a
generat description.of the proposed facitity; the estirate
amount of cost o be incﬁrrcd by.thc partiteipating person

er persens; the incentives irmpesed by the égreement en the
persen or persens to complete +the £aeility 23 planned and
operate it successfuilyv fer a2 defined-period; and the generat
feagnrés of the proposed arrengement or amenément}; or the

ptan fer sueh modificatien;y compietien; eperatiem;y or dispesal
by the Administratery; as apprepriate;y shali be submitted teo

‘¢he Jeint €omm;ttee on éea&ic Ererovs énd a8 peried eof

forty five deys skhell elerpse vwhile Cermgress s in sessien

€in eomputing such fersy five daysy there shail be-cxe}uéed

the days en whieh either Heésé <8 net In sessicn because of
adjoeurrment for mere than three dsys} uvnless the Jeint Cemmittee
by reselutien in writirs waives the conditiorns ef; or ail or any
pertion of; sueh £érty five dey perzed+ Brevided; howevery That sany
sueh arrangement’ or emendment theretesy or suek pransy sha¥& be

entered inte irn eecesrdenee with the besis fer the errengement

er plany . ag eppropriates sebmitted as previded heredin®s

-
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"b.. The Administrator shall not enter into any arrangément or ‘ , A

amendment thereto under the authority of this section, modify,

or complete and operate any facility or dispose thereof, until

the proposed arrangement or amendment therete which the

Administrator proposes to execute, or the plap for such

modification, completion, operation or dispasal by the:

Administrator, as appropriate, has been submitted to the

Joint Committee on Atomic Fnergy, and a period of sixty

days has elapsed while Congress is in session without passage

by the Congress of a concurrent resolution étating in sub-

stance that it does not favor such proposed arrangerent or

amendment or plan for such modification, completion, opera-

tion, or disposal (iz computing such sixty davs, there shall

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

because of adjournment for more than three days).'": Provided,

That prior to the elapse of the first thirtv davs of any such

sixty-day period the Jeint Committee shall submit a report to

the Congress of its views and recopmendatiens respecting the

proposed arrancement, amendment or plan and an accompanying .

proposed concurrent resclution stating in substance that the

Congrcess favers, or does not favor, as the case may be, the

proposcd arr:ncement, amenduient or plan.  Any such concurrent
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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 dchate

shall be equally diﬁided between the;prqponents'aﬁd the opnpﬁents)

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

-~ calendar days thereafter, unless such lHouse shall -otherwise

deternine.

SEC. 3. The Administrator of the Energy Research and Development

Administratien is hereby authorized to enter into coatracts for cooperative

arrangements; without fiscal year limitation, pursuant toc section 45 of the

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

aggregate $8,000,000,000 es may be appreved in er appropristien rAets

but in no event to exceed the amount preovided therefor in a prior

appropriation Act: - Provided, That the timing, interest rate,

and other terms and conditions of anv notes, bonds, or other similar

obligations secured by any such arrancements shall be subject to

the approval of the Administrator with the concurrence of the Secretary

of the Treasurv. In the event that liquidastion of part or all of any

financial obligations'incurred under such cooperative arrangements should
become nccessary, the Administrator ef the Eneysz Reseaxeh end Bevelepment
Admintseratien is authorized to issue to the Secretary of the Treasury
notes or other oblipgations up to the levels of contract.authority approved
in an npprOpriqtion Act pursuant teo the first sentence of this section

in such form and denowinatiocn, bearing such maturity-and'subjec: to such

terms and conditions as way be preseribed by the Administrator with the
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approval of the Secretary of the Treasury. Such notes or o;her

&

'obligatipns shall bea; interest at a rate determined by the Secretary
of the Treasury,<taki£g into consideration the current éverageA

market yield on outstanding marketable obligations of the United

| States of comparable maturity at the time of. issuance of the notes

or other obligations. The Secretary of the Tréasury shall purchase
any notes or other obligations issued hereunder and, for that purpose,
he is authorized to uge as a public debt transaction the proceeda/froﬁ
the sale of ;ny securities issued under the Second Liberty Bond Act,
as amenéed,land the purposes for whiéh securities may be issued under
-that Act, as amended, are extended to include any purchase of such
notes and oblig;tions. T?e Secretary of the Treasué& ﬁay at any time
sell any of the notes or other obligaﬁions a;quited by him under this
section. All redemptions, purchases, and sales by the Secretary of the
Treasury of such notes or other ;£1igations §hall be treated as public
debt transactions of the United States. Theée are authorized to be
apprépriated to the Admiqistrator 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 Administrator of £he Encrgy Rescarch and Pevelopment

Administration is hereby authorized to initiate construction planning
and design activitiecs for expansion of an existing uranium enrichment facility..
There ‘s are hereby authorized to be appropriated such sums as may be

neccessary for this purpose.. : ‘ : 3%
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MAR 5 - 1976

Honorable Edinund S. *Muskie

United States Szpate

Chairman, Committee on the Sudget
Hashington, D. €. 20510

ear Hr. Chairman:

The Administration intends shoridy to propose to the Congress
additfonal FY 1976 appropriation language for the Enerqgy Research
and Development Administration to implement the pending duclear
Fual Assurance Act (the IFAA, H.R. 3401 and S. 2035). Action on
this appropriation language {is the 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
additional uranium enrichment plants needed by the Mation.

- The first step 1s enactment of the HFAA which provides ERDA
a basis for proceeding with the negotiation of cooperative
agrecments with private firms that wish to build uranium
enrichment plants. . (Under the proposed HFAA, cooperative
agreenents could not be signed until steps 2 and 3 below
arc completed.)

- The sccond step is the passage of appropriation lanauage
which sets an upper 1imit on the U.S. Goveriment's
1{abilities in the unlikely event that it were necessary
for the Government to assume the domestic assets and
Tiabilitles of firms covered by cooperative agreements.
The practical effect of this step is to provide a basis
for private firms to obtain necessary depbt financing in
the commercial capital market. It would parmit completien
of negotiations butween ERDA and private firms.

- The third step is the submission of unsiqned cooperative
agrezements to the Congress for final review and aporoval.

Hhen this three-step process {1s completed and cooperative agrecments
are signed a contingent 1iability would be assumed by the U.S. fovern-
ment. This contingent 1iabiTity could amount to $2 billion. Such an
amount would cover the domestic portion (40%) of a large aaseous
J1ffusion plant ($1.5 billion) and three smaller centrifuge plants

{53 billion) as well as provide for contingencies ($3.6 biliion)
including escalation.
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I must empnasize that it is the Administration's firm oxpoectation that
nona of this contingent 1iability would result in Federal expenditures
for the assumption of private ventures because of the high degree of as-
surance discussed below, that commercial firms will be successful.

The purpose of this letter is to inform you of our plans and to

explain why we do not consider the %0 billicn contingent liability

to be budget authority under provisions ¢f the Tengressional Budget
Act of 1974. Vo want to be sure that your 3udget Comnittee accepts
this canclusion so that disagreencnts do not arise at a later date
when they might slow up the Congressional apnroval of the appropriation
language mandated by the :iFAA.

By way of additional background, uranium enriching--a service essential
to the production of nuclear fuel--is now a fully developed production
activity carried out in the iJ.S. solely by ERDA. This large ERDA
production activity could be capable of supplying enrichment services

to as much as 329,000 t¥e of nuclear generating capacity by the early
&0's. This capacity, however, is now fully contracted to domestic and
foreign utilities. The pending 'uclear Fuel Assurance Act and the
proposed appropriation language are intended to assure that: (1)

the next increments of uranium enrichment capacity will be built

and operating when needed to supply the growing demand for fuel for
nuclear powered electricity generating plants; (2) all future capacity
increments will be built, financed and operated by private industry, thus
en:ling the current Government monopoly and drain on the Federal Budget;
(3) the Government will receive appropriate compensation for the use of
its inventions and discoveries; and (4) all necessary domestic and inter-
national controls on nuclear materials and classified technologies will
be maintained as they would be if the Sovernment itself were to own the
new plants. '

The construction of new 1.S. uranium enrichment plants required by the

year 2000 is estimated to cost 330-50 billion (in 1976 dollars). If

the Government had to build these plants, the capital casts of the new
plants would by 1235 exceed revenues for these plants by about 59

billion (in 1976 dollars, 1.e. escallation is not taken into considaration).
Even the construction by the Govermmant of only the next increment of new
enrichiient capacity would have a major budgatary impact for the next ten
years.

In contrast, this financial burden would, under the President's proposal
outlined above,. be borne by the private sector which is ready and willing
to do so. Ideally, industry would assume the entire responsibility for
building succeeding increments of capacity. without even the Timited
assurances provided for in the President's Plan. lowever, it has not

been possible for private firms to obtain the necessary debt financing for
such ventures because of the special circumstances involving uranium
enrichuent which are not commonly faced in the husiness environments
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Specifically: (1) the very large size of an enrichment project; (2)

the use of technologies that are classified; (3) regulatory uncertainties
associated with a first of a kind venture; and (4) the current financial
difficulties of same of the utilities that would be the customers for
draniua enrichment services.

ihe Timited cooperation and temporary assurances contemplated in
the HFAA are designed specifically to overcome these obstacles and
nake the risk that 1s involved for potential lenders of debt money -
more nearly comparable with the risk associated with other invest-
rent opportunities available to them.

Under the President's proposal oyflined above, the Faderal Govern-
ment would incur a contingent Tiablity when a cooperativa arrangement
is entered into by ERDA pursuant to the 'luclear Fuel Assurance Act.
The major Rovermment contingent 1iability is based on the possible
need to acquire tho domestic assets and assume liabilities (in-
cluding debt) of a private enrichment project in th2 unlikely event
that the venture were unable to proceed (Soction 2 of the proposed
iuclear Fuel Assurance Act). Again, it must be stressed that wa do
not expect any expenditure of funds for the assumption of assets and
1{abilities of a private uranium enrichment venture. tie are con-
fident 1n this view because the technology has been thoroughly demon-
strated over the past 30 years and because of the oversight role ERDA
will play with respect to these private enrichment firms.

Since it is unlikely that future outlays will be incurred, we believe
that the U biTlion to be included in appropriation languade should be
treated as financial assurances and that the limitation on cooperative
arrangemnants ($2 billion) wmade by CRDA nursuant to the luclear Fuel
Assurance Act, should not be considered as new budget authority. W
base this interpretation on Section 3(2)(2) and 401(c)(2) of the
Congressional Budget Act of 1974 (P.L. 93-344).

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

"The term “budget authority” means authority provided
by Taw to enter into obligations which will result in
irmediate or futurc outlays invn]vxnn Sovernment funds...".
(cmphasis added).

Since the 5 billion to be included in appropriation lanquage pursuant
to the IIFAA in all 1ikelihood will not result in fomicdiate or future
outlays, we believe it does not conform to this definition of budget

authority.

In the uniikely event thal coaditions were to arisc in the future whers
it appeare:d that contingeat liabilities would require liquidation, an
appropriate amount of budget authority and outlays would be estimated




in the President's budget for Lhat year. Specifically, the estimate
of budget authority would be in the amount of the borrowing from
the Treasury needed to cover the necessary liquidation. Thils is
similar to other Foderal Programs containing contingent liabilities
assumed by the Federal Government (e.g., government insurance programs).

I suggest that it might be desirable for my staff to meet with
yours to discuss further the luclear Fuel Assurance Act and the
appropriations language mandated by the Act. This can be arranged

through my office.

I vould personally appreciate any coments you may nhave on this
matter.

With best personal regards,

Sincerely yours,

(Signed) Jim

Jawes T. Lynn
Director

Distribution

Official File - DO Records—-
Director's Chron —
Director

Deputy Director

Mr. Mitchell

Mr. Loweth

Mr. Taft

Mr. Kearney

Rtn. Room 8002

Chron
SSET/NP:MY:3/2/76
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THE WHITE HOUSE

WASHINGTON

April 3, 1976

MEETING WITH SENATOR BAKER
Monday, April 5, 1976
12:15 p.m. (15 minutes)
The Oval Office

From: Jim 50“\'%1
>y

To seek Senator Baker's active support for your uranium
enrichment bill and make clear to him that his lack of
support and delayed actions are jeopardizing both the
expansion of uranium enrichment capacity and the creation
of a private competitive industry.

PURPOSE

BACKGROUND, PARTICIPANTS AND PRESS PLAN

A. Background: The Administration has provided all
witnesses requested, answered all questions asked,
and agreed to changes in legislation requested by the
Joint Committee on Atominc Energy (JCAE). However,
the JCAE has continued to delay action on the Nuclear
Fuel Assurance Act you submitted on June 26, 1975.

In early March, Senator Pastore indicated he would have
only one more day of hearings for industry witnesses
and then would act on the bill before the end of March.
The JCAE staff urged UEA to submit a written statement
for those hearings rather than appear in person,
presumably because of the emotion that has surrounded
the UEA proposal.

Senator Baker appeared at the hearings, criticized
the failure of UEA to appear in person and expressed
his views that the Committee could not act without
having testimony from UEA. The JCAE has since set
Tuesday, April 6 for UEA testimony.

In short, Senator Baker's opposition and delaying
tactics appear to be the principal cause of the

Ty
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continuing delay. Your staff believes that the
bill's chances in the committee are good if Baker
were neutral and excellent if he were helpful.

Senator Baker has stated that he would not vote
against your bill but neither would he actively
support it. He has stated that he would support

the bill if you made a firm commitment now to build

a government add-on plant regardless of the fate of
the private ventures. He has been unwilling to
accept the Administration position that an add-on
plant is a contingency measure —-- tO be built only

if one or more of the ?rivate ventures do not succeed.

Your staff believes that a firm commitment to another
government plant -- other than as a contingency
measure —-- would have the effect of killing the
chances of achieving a private competitive uranium
enrichment industry because:

- It would represent at least partial capitulation
after a long period of Administration insistence
(actually since 1970) that industry must have the
opportunity to build the next increments of capacity.

- Both foreign and domestic customers would likely
lose interest in dealing with private uranium
enrichment suppliers if the government were again
in the position to sign orders.

— The added uncertainty would almost certainly lead
two of the four perspective private firms to
withdraw.

Probably the main reason for Senator Baker's insistence
on a commitment to another government add-on plant

-— even 1f located at Portsmouth, Ohio -- is that
OakRidge would continue to provide the intellectual
leadership (R&D, design, etc.) for ERDA's enrichment
enterprise. OakRidge would flourish even more if the
private enterprise approach failed and future full-
scale centrifuge plants were located there.

o
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Even though Chairman Pastore has not been enthusiastic,
our current assessment is that he would move to report
the bill if Senator Baker would discontinue his
opposition and delaying actions. We also believe

that all other members of the Committee are likely

to support the bill except Senator Case and Congressman
Moss.

We have unconfirmed rumors that Senator Baker intends
'to use the hearings on Tuesday to grill UEA witnesses
sharply, try to discourage UEA from continuing, and
discourage other members from supporting the bill if
UEA continues as a pot®ntial enrichment firm.

In view of the above, your advisers believe that
Senator Baker must be strongly urged to stop opposing
the bill and to drop any plans he has for forcing
withdrawal of UEA.

B. Participants. Senator Baker.

C. Press Plan. White House Photographer.

III. TALKING POINTS

. We all agree that more uranium enrichment capacity
is needed. The only question is who will finance
and own the plants.

. I sent up legislation nearly ten months ago to permit
industry to get involved. We have provided all the
witnesses requested, answered all the questions asked,
and agreed to changes in the bill to give the Congress
a full opportunity to accept or reject individual
contracts.

. The bill (Nuclear Fuel Assurance Act) can be passed
by the Congress without committing to accept any
particular contract. Each proposed contract -- including
UEA -- will have to stand scrutiny by the JCAE and the
Congress on its merits.

. Despite all this, we have had one delay after another.
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Howard, I understand, you will support this
legislation only if we commit ourselves to build

a Government add-on plant. We have looked at this
from all angles and there simply isn't any sound
economic or technical reason for building another
government plant. We don't need to spend more
government billions in this area. The time is here
to make the move toward private industry.

A commitment to another Government plant would
weaken, if not destroy, the chances of getting
industry involved.

u
I committed ten months ago to continue efforts
needed to permit building a Government-owned plant,
but only if private ventures failed. I intend to
keep that commitment. I do not intend to change
the contingency plan into a firm commitment to
build another government plant.

I understand that you have a number of reasons
for wanting more government plants, but I'm
asking you to drop your opposition to the bill
and to work with me to get this bill out of
committee and to the floor.
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LUNCH WITH SENATOR BAKER
Monday, April 5, 1976
12:45 p.m.





