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| Calendar No.
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[Report No. 94—

IN THE SENATE OF THE UNITED STATES

- JUune 26 (legislative day, June 6), 1975

Mr. Pasrore (for himself and Mr. Baker) (by request) introduced the fol-
lowing bill; which was read twice and referred to the Joint Committee on g
Atomic Energy |
DEeCEMBER , 1975
Reported by Mr. Pasrtore, with amendments, and an amendment to the title

{Omit the part struck through and insert the part printed in italic]

A BILL

To authorize cooperative arrangements with private enterprise
for the provision of facilities for the production and enrich-
ment of uranium enriched in the isotope-2335, to provide 1)
for authorization of contract authority therefor, to provide a
procedure for prior congressional review and disapproval

of proposed arrangements, and for other purposes.

1 Be it enacted by the Senate and House of Representa- .

2 tives of the United States of America in Congress assembled,

J. 63-057
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That this Act may be cited as the “Nuclear Fuel Assurance
Act of 19757,

SEc. 2. Chapter 5 (production of special nuclear mate-
rial) of the Atomic Energy Act of 1954, as amended, is
amended by adding at the end thereof the following section.

“SeC. 45. COOPERATIVE ARRANGEMENTS FOR PRIVATE
Prosrcts To ProvipE UrRANIUM EXRICHMENT SERV-
ICES.—

“a. The Admnistrator of Energy Research and De- )
velopment Administration 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 cooperative arrangements with
any person or persons for such periods of time as the Admin-
istrator of the Enersy Researeh and Development Adnin-
istration may deem necessary or desirable for the purpose of
providing such Government cooperation and assurances as
the Administrator may deem appropriate and necessary to
encourage the development of a competitive private uraninm

enrichment industry and to facilitate the design, construe-

#

tion, ownership, and operation by private enterprise of

facilities for the production and enrichment of uranium en
riched in the isotope-235 in such amounts as will contribute #

to the common defense and security and encournge develop- -



© O =3 O O o W b

P T T N S
® I S N W N e O

19
20
21
22
23

3

ment and utilization of atomic energy to the maximum extent
consistent with the common defense and security and with
the health and safety of the public; including, inter alia, m
the discretion of the Administrator,

“(1) furnishing technical assistance, information,
(=] b

inventions and discoveries, enriching services, materials,

and equipment on the basis of recovery of costs and
appropriate royalties for the use thereof;

“(2) providing warranties for materials and equip-
‘ment furnishedj

“(3) providing facilify performance assurances;

““(4) purchasing enriching services;

“(5) undertaking to acquire the assets or intcrest
of such person, or any of such persons, in an enrichment

facility, and to assume obligations and habilities (includ-

ing debt) of such person, or any of such persons, arising

out of the deSign, construction, ownership, or operation
for a defined period of such enrichment facility in the
event such person or persons cannot complete that en-
richment facility or bring it into commercial operation:
Provided, That any undertaking, pursuant to this sub-
section (5), to acquire equity or pay off debt, shall apply
only to individuals investors or lenders who are citizens

of the United States, or to an¥ are a corporation or other

3
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entity organized for a common business purpose, which
is owned or effectively controlled Dy citizens of the

United States; and

= W W

“(6) determining to modify, complete, and operate
that enrichment facility as a Government 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.
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11 amke}beﬁfefheérdms&&%eféeéemﬁﬁestemefh{y;er
12 complete and eperate any faeility or to dispese thereof; the
13 baswief%hepfepesedmaﬂgemeﬁ%efameﬂdmeﬁ%th&ete
14 whieh the Administrator proposes to exeente {including the
15 ﬂaﬁ&eei%hepfepesedpﬁweip&ﬁﬁgpefseﬁefpefseﬂswﬁ-h
16 whem the arrangement is to be mede; & general deseription
17 of the proposed faeiity; the estimated amnount of eost o be
18 ineurred by the participating person or persons; the ineen-
19 tves impesed by the agreement on the person or persenms
90 ‘e eomplete the faeility as plonned and operate it suceessfully
91 fer & defined period; and the general festures of the propoesed
929 m&ﬁmemeﬁéefmeﬂémeﬂt—)—eftheplaﬂfersaehmed.lﬁe&.
03 tion; eompletion; eperation; o disposal by the Administra-
04 #m—aewep&a%e—sh&ﬁbes&bmﬁ%eé%e%he&em%@em—,
1 o5 iittee on tomic Energy; and & period of foriyfive days
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shall elapse while Congress is in session -(in eomputing such
forty-five days; there shall be exeluded the days on whieh
either House is not in session beeause of adjournment for
more thean three duys) unless the Joint Committee by resolu-
tion in writing waives the eonditions of; or all or any portion

sueh arrangement or amendment thereto; or sueh plan; shall

. “b. The Administrator shall not enter into any arrange- 5)
ment or amendment thereto under the authority of this section,
modify, or complete and operate any facility or dispose
the‘feof, until the proposed arrangement or amendfnent vthereto
which the Administrator proposes to execute, or the plan for
such modification, completion, operation or disposal by the

Administrator, as appropriate, has been submitted to the

7. |
Joint Committee on Atomic Energy, and a period of sixt (JQ(M

: 7 »
days has elapsed while Congress is in session usHwt passade

by the Congress of a concurrent resolution stating in su}
stance that it does gg# favor such proposed arrangemg

amendment or plan for such modification, completion, ope

‘tion, or disposal (in computing such sixty days, there shall be

excluded the days on which either House 1s not in session be-

cause of adjournment for more than three days).” : Provided,
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That prior to the elapse of the first thirty days of any such
sizty-day period the Joint Committee shall submit a report to
the Congress of its views and recommendations respecting
the proposed arrangement, amendment or plan and an accom-
panying proposed concurrent resolution stating in substance
that the Congress favors, or does not favor, as the case may
be, the proposed arrangement, amendment or plan. Any such
concurrent resolution so reported shall become the pending
business of the {{ ouse in question (in the case of the Senate
the time fof debate shall be equally divided between the pro-
ponents and the opponents) within twenty-five days and
shall be voted on within five calendar days thereafter, unless
such House shall otherwise determine.

SEC. 3. The Administrator of the Energy Research and
Development Administration is hereby authorized to enter
into contracts for cooperative arrangements, without fiscal
year limitation, pursuant to section 45 of the Atomic Energy
Act of 1954, as amended, in an amount not to exceed in the
aggregate $8,000,000,000 as may be approved in an appro-
printion etz but in no event to exceed the amount provided
therefor in a prior appropriation Act: Provided, That the
timing, interest rate, and other terms and conditions of any
notes, bonds, or other similar obligations secured by any such

arrangements shall be subject to the approval of the Admin-

(6)

)




6)

7

© o <9 o O

B DD

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

7
istrator with the concurrence of the Secretary of the Treasury.
In the event that liquidation of part or all of any financial
obligations incurred under such cooperative arrangements
should become necessary, the Administrator ef the Energy
Researeh and Development Administration is authorized to
issue to the Secretary of the Treasury notes or other obliga-
tions up to the levels of contract authority approved in an
appropriation Act pursuant to the first sentence of this
section in such form and denomination, bearing such maturity
and subject to such terms and conditions as may be pre-
scribed by the Administrator with the approval of the
Secretary of the Treasury. Such notes or other obligations
shall 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 comparable maturity at the time of issuance
of the notes or other obligqﬁons. The Secretary of the Treas-
ury shall purchase any notes or other obligations issued here-
under 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

6))
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of the Treasury may at any time sell any of the notes or
other obligations acquired by him under this section. All
redemptions, purchases, and sales by the Secretary of the
Treasury of such notes or other obligations shall be treated
as public debt transactions of the United States. There are
authorized to be appropriated to the Administrator such
sums as may be necessary to pay the principal and interest
on the notes or obligations issued by him to the Secretary

of the Treasury.
SEC. 4. The Administrator of %he‘ ergy, Besearch aphd ()ﬁ}q

c.u%av-zt

Development Adsministration is hereby ouggmed.to initia (9)

Bohatuc G+ oped —
construction planning and des1gn/40t1v1t1e or expansion of

an e 1stm uranium enrichment facility. There is wreghereby a« Wtan
3220 M A

for -this purpose.




DRAFTER’S REVISION NOTES

[Proposed revisions are indicated by italic type; proposed deletions aré indicated
by lined-through type.]

1. Adds a statement of purpose in the Bill’s title, namely “to pro-
vide a Procedure for prior congressional review of proposed arrange-
ments.’

2. Places the authority of the Bill in the Administrator of Energy
Research and Development, rather than in the Energy Research and
Development Administration, and correctly states the Administrator’s
title (“Administrator of Energy Research and Development”) to
conform to the provisions of the Energy Reorganization Act of 1974,
P.L. 93438, particularly section 102(a) and 104(c) thereof.

3. Adds parentheses around the numeral “5” for stylistic purposes.

4. Clarifies the intent that any undertaking to acquire equity or
pay off debt shall apply only to domestic investors and lenders by
removing any implication that such undertaking could apply to for-
eign investors in or lenders to a domestic enrichment corporation
vévhich is owned or effectively controlled by citizens of the United

tates.

5. Revises congressional review procedure to (a) state positively
that the Administrator shall not enter into a cooperative arrangement
until the congressional review procedure has been completed; (b)
require that the actual contractual documents for the proposed
arrangement, not just the “basis for the proposed arrangement,” are
submitted for congressional review; and (c¢) provide a congressional
review procedure (which is in substance-the same as the procedure
enacted last year) to enable the Congress to concur in or disapprove
proposed contractual arrangements with private enterprise prior to
the execution of the arrangements.

6. Correctly states the title of the Administrator (see note 2 above).

7. Clarifies the intent that no arrangement may be entered into
before an appropriation Act has provided contract authority therefor;
adds a stipulation that the terms and conditions of any money obliga-
tions secured by cooperative arrangements are subject to the approval
of the Administrator and the concurrence of the Secretary of the
Treasury.

8. Correctly states the title of the Administrator (see note 2 above).

9. Correctly states the title of the Administrator (see note 2
above).

(9)




. CoNGRESSIONAL OVERSIGHT OF THE PRESIDENT'S Pran To ATTAIN A
CoMPETITIVE PRIVATE ENRICHMENT INDUSTRY

Congressional Oversight of the President’s plan to attain a competi-
tive private enrichment industry will occur in the following three
consecutive phases:

A. JCAE hearings on the proposed Nuclear Fuel Assurance Act
of 1975. During these hearings the JCAE has the opportunity to ob-
tain the views of the Administration, the nuclear industry, and the
public concerning the need for the legislation and its intended
1mplementation.

B. Hearings before the Senate and House Appropriation Com-
mittees on requests for provision of contract authority authorized by
Section 3 of the proposed legislation. In compliance with the Congres-
sional Budget Control Act of 1974, Section 3 of the proposed Act
authorizes appropriation Acts providing contract authority in an
amount not to exceed in the aggregate $8,000,000,000, and precludes
the Administrator from entering into any cooperative arrangements
in excess of such amounts of contract authority as are provided in a
prior appropriation Act.

C. Submittal of any proposed contract for a cooperative arrange-
ment to the Congress for congressional review procedures prior to the
execution of the contract. The Congress would be enabled to concur in
or disapprove the proposed contracts under a congressional review
procedure which in substance is identical to the review procedure
cnacted last year with regard to certain international agreements for
peaceful cooperation (P.L. 93-485). '

Section 2 of the bill explicitly precludes the Administrator from
executing any such proposed cooperative arrangement until the con-
gressional review procedure provided for has been completed.

In the event the JCAE raises serious questions concerning the advisa- -

bility of any aspects of the proposed cooperative arrangement, the
Administrator may withdraw the proposed arrangement and endeavor
to modify it and resubmit it under the same procedure.

In the unlikely event of Government takeover of a facility, a similar
process is required for any plan of the Administrator to modify, or
complete and operate any facility or to dispose thereof.

(10) -
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Section 1 of the proposed bill cites the Act as the “Nuclear Fuel
Assurance Act of 1975”7, ‘

Section 2 of the proposed bill would amend Chapter 5, Production
of Special Nuclear Material, of the Atomic Energy Act, as amended,
by adding a new Section 45, entitled “Cooperative Arrangement for
Private Projects to Provide Uranium Enrichment Services”.

Subsection a. of the new Section 45 would authorize the Admin-
istrator of Energy Research and Development, subject to prior Con-
gressional review procedures in subsection b., to enter into cooperative
arrangements with private enterprise to facilitate the development of
a competitive private industry for the enrichment of uranium to make
fuel for nuclear power plants. This subsection would enable the Ad-
ministrator to promote private investment in the construction, owner-
ship and operation of uranium enrichment plants by providing such
Government cooperation and assurances as are determined to be nec-
essary and in the best interests of the Government after detailed nego-
tiation with selected individual proposers of enrichment services. Such
negotiations would be directed toward obtaining arrangements most
advantageous to the Government and the public interest and with a
degree of risk to the private entrepreneurs consistent with the objec-
tive of creating a private competitive uranium enrichment industry.

Cooperative arrangements authorized by Section 45a. could include
such Government cooperation and assurances as enumerated in the bill,
including the specific authority provided in subsection 45a.(5), for the
Government to acquire the assets or interests and assume the liabilities
(including debt) of a private enrichment firm in the event—which is
highly unlikely—that private industry could not complete a plant or
bring it into operation. It is intended that any undertaking by the
Government under subsection 45a.(5) to acquire assets or interest and
to assume liabilities of a private venture would terminate after
approximately one year of commercial operation of a plant. The
precise period would be defined during the negotiations of defined
agreements. Any obligations to pay off debt and to acquire equity
interest would be limited to citizens of the United States.

Subsection b. of the new Section 45 provides procedures for Con-
gressional review of any proposed contract for a cooperative arrange-
ment for private participation in uranium enrichment. The Admin-
istrator of Energy Research and Development would be explicitly
precluded from signing any proposed contract or amendment thereto
until the Congressional review procedures provided for in this sub-
section had been completed. The Congressional review procedures
would also apply for any plan proposed by the Administrator to
modify, complete, operate or dispose of any enrichment facility which
the Energy Research and Development Administration may acquire.

The congressional review procedures provided for are in substance
identical to the congressional review procedures which the Congress
enacted last year in P.L. 93485 to enable the Congress to concur in or
disapprove international agreements for cooperation in regard to cer-
tain nuclear technology.

(11)
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Section 3 of the proposed Nuclear Fuel Assurance Act would au-
thorize the Administrator of Energy Research and Development to
enter into contracts, pursuant to the new subsection 45a., in an amount
not to exceed $8 billion, but in no event to exceed the amount provided
therefor in prior appropriation Acts. This amount is an estimate of
the total potential cost to the Government in the unexpected event that
all private ventures covered by cooperative arrangements were to fail
and it was then necessary for the Government to assume assets and
liabilities of the ventures, take over plants, and compensate domestic
investors. It is not expected that any of these funds would be expended
for the assumption of private ventures, but the authorization is neces-
sary to provide assurance, to customers and sources of debt financing
for private producers, of the Federal Government’s commitment to
create a competitive industry.

Section 3 would also provide that, in the event of Government as-
sumption of the debts, interests and liabilities of a private venture, the
Administrator is authorized to secure funds through the Secretary of
the Treasury to liquidate contract authority, up to the levels previously
provided in an appropriation Act.

Section 4 of the proposed bill would authorize the Administrator of
Energy Research and Development to initiate preliminary engineer-
ing design and planning for expansion of a Government-owned
uranium enrichment facility for contingency purposes.

(12)
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SUBJECT: Uranium Enrichment Legislation

The joint Committee on Atomic Energy (JCAE) this after-
noon ordered reported the Nuclear Fuel Assurance Act
by a vote of 14 to 1 (Tunney).

The Committee made two significant changes in the bill:

o} a revision in the Congressional review
and approval section to provide that
ERDA may proceed with contracts with
private ventures only if the Congress
passes a concurrent resolution of approval
within 60 days. Previously the bill
would have permitted ERDA to proceed if
the Congress did not pass a concurrent
resolution of disapproval.

o Language authorising work on a contingency
plan was revised to direct the Administrator
of ERDA to initiate design, construction
and operation of a government-owned enrich-
ment plant. The section was also revised
to authorize $230 million for this purpose
in FY 1977.

The first change is by far the most significant.
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Mr. Pastore from the Joint Committee on Atomic Energy
submitted the following

REPORT
" /To accomoany S. 2035 ;7.‘

The Joint Committee on Atomic Energy, to whom was
referred the bill, S, 2035, to amend the Atomic Energy
Act of 1954, as amended, to provide a procedure for prior
Congressional review and approval of cooperative arrangements
between the Energy Research and Development Administration
and private enterpri;e for the provision of facilities to
oroduce and enrich uranium, and for other purposes, having
considered the same reﬁort favorably tﬁereon with amendment

" and recommend that the bill do pass.

S‘ z (‘_/I\—:’
1 COMMITTEE AMENDMENTS ,:;.., c+
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The Joint Coﬁmittee on Atomic Energy recommends the
following amendments to S. 2035.

1. On page 1, aftér:tﬂe word "therefor," in the
title of the bill add the following: "to provide a procedure
for vrior congressional review and approval of pro@osed

arrangements,". ' -
_ %<
2. On page 1, line L delete the date "1975" in thgr

enactineg clause and substitute therefor the date "1976". ~\\\n



3. On ﬁage 2, line 4 insert the words "Administrator
of" after the word "The", and on page 2, lines i and 5 delete
the word "Administration".

4,  On page 2, line 5 insert the following after the
word "authorized,': "subject to the prior congressional re-
view orocedure set forth in subsection b. of this section".

5. On page 2, lines 8 and 9 delete the words "of‘
the Energy Research and Development Administration".

6. On page 3;_line'15 delete.the word "individuals”
~and substitute therefor ?he words "investors or lenders".

T. On page 3, 1iﬁe 16_de1ete the words "to any"
and subétitute therefor the Qords "are a".

8. Delete subsection b which begins on page 3, line
24 and continues through.page 4, line 24, and substitute
therefor the following: "b. The Administrator shall not enter
into any arrangement or amendment thereto under the authority
of_this section, modify, or complete and operate any facility
or dispose thereof, until the provosed arrangement or amend-
ment thereto which the Administraﬁqr proposes to ‘execute, or
the plan for such modification, completion, oberation or dis-
posal by tﬂe Adﬁinistrator, as appropriate,‘has been submitted
to'the Joint Committee on Atomic Energy, and a pefiod of -
sixty days has elapsed whilé‘Congress is in sesSién with

passage by the Congress of a concurrent resplution stating in
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substance that it does favor such proposed arrangement or
amendment or plan for such modification, completion, operation,
or disposal (in computing such sixty days, there shall be
excluded the days an which éither Hbuse is not in session be-
cause of adjournment for more than three days): Provided,
That prior.to the elapse of the'first thirty days of any such
sixty-day period the Joint Committee shall submit a report to
the Coggress of its views and recommendations respecting the
proposed arrangement, amehdment or plan and an accompanying
~proposed concurrent resolution stating in substance that the
Congress favors, or does not favor, as the case may be, the
proposed arrangement, amendment or pian. Any such cdncurrent
resolution so reported shall become the pending business of
the House in question (En the case of the Senate the time for
debate shall be equally divided between the proponents and
the opponents) within twenty-five days and shall be voted
on within five calendar days thereafter, unless such House
shall otherwise determine.,",

9. On page 4, line 25 delete the word "the" which
appears.after the word "of", and oﬁ page 5, 1iﬁe 1 delete
the word "Administration";

10. On page 5, }ines 5 and 6 delete the words “as
may be approved in an apbfopfiation Act." and substitute

therefor the following: "but 1in no event to exceed the amount

*
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provided therefor in a prior appropriation Act: Provided,
That the timing, interest rate, and other tefms and conditions
of any notes, bonds, or other similar'obligations secured by
any such arrangements shall bebsubject'to the approval of the :
Administrator with the concurrence of the Secretary of the
Treasury.". . )

11. On page 5, lines 8 and 9 delete the words "of
the Energy Research and Dévelopment Administration".

12. ©On page 6, line 12 delete the word "the" which
appears after the word "of", and on page 6, line 13 delete
the word "Administration'.

13. On-page 6, line 13 insert the words "and directed"
after the word "authorized™.

14. On page 6, line 14 insert the following after the
word "design": ", construction and operation'.

15. On page 6, line 16 delete the words "such sums
as may be necessary" .and substitute therefor the figure

"$255,000,000",

: !t
‘ _ - CE#L§?¢L5WT*
: SUMMARY OF THE COMMITTEE AMENDMENTS 0~

Amendment 1 adds a statement of purpose in the bill's

title, namely "to provide a procedure for prior congressional
review and approval of proposed arrangements.”

Amendment 2 corrects the date in the enacting clause

of the bill.
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Amendments 3,'5, 9, 11 and 12 place the authority
of the bill in the Administrator of Energy Research and
Development, rather than in the Energy Research and Develop-
ment Administration, and correctly state the Administrator's
title ("Administrator of Energy Research and Development™)
to conform to the provisions of the Energy Reorganization
Act of 1974, P.L. 93-438, particularly section 102(a) and 10L(c)
thereof. |

Amendment U4 makes the authorization to enter into coop-
erative arrangements subject to the prior congressional review
procedure contained inithe new snbsection sy,

Amendments 6 and 7 clarify the intent that any under-
taking to acquire equity or pay off debt shall apply only
to domestic investors and lenders by removing any implication
that such undertaking could apply to foreign in&estors»in or
lenders to a domestic enrichment corporation which 1is owned
or effectively controlled by cltizens of the United Stetes

Amendment 8 revises the congressional review procedure,

described in detail in the text of this reDort to require -

prior approval of proposed contracts by the Congress prlor to -
the executlon of any  such contract. -

Amendment 10 clarlfles the intent that no arrangement
- may be entered into before an- appropriatlon Act has prov1ded
contract authority therefor, and adds a stipulation that the

terms and conditions of any money obligations secured by
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cooperative arrangements are subject to the approval of the
Administrator and the concurrence of the Secretary of the
Treasury.

Amendments 13 and 14 provide a congressional directive
and authorization that the Administrator initiate construction
planning and design, construction and operation activities
for the expansion of an existing uranium enrichment facility.

Amendment 15 includes an authorization that $255,000,000
be.appropriated for the expansion of an existing uranium

enric@ment facility.
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g
j SUMMARY i/:__ C +5c: )

"The bill provides only a framework under which proposed
contractual arrangements between the Energy Research and
Development Administration and prospective private uranium
enrichment firms could be submitted to the Congress of the
United States for prior congressional review and approval.
‘Enéctment of this bill would not in itself obligate the
Government in any way or provide the authority for the con-
summation Qf any contractual arrangement. Undér the
congressionai‘review and approval procedures set forth in
the bill, the unexecuted contract would have to be submitted
to the Congress of the United States for prior approval. A
period of sixty days (excluding the days in which either House
is not in gession beéauserof adjournment for more than three
days) is provided for congressional approval.of-disapproval
Prior to the élapse of the first thirty days of such sixty-day
period, the Joint Committee on Atomic Energy shall submit
a report to the Congress of its views and recommendations
respecting the propoéed grrangement with a propgsed concurrent
resolution stating in substance that the bongress favors or
does not favor the préposed arrangement. Any such concurrent
resolution so reported shali.?epdme the pending buéiness of
the House in question within 25 days and shall beAvoted on

wlthin the five remaining days of the sixty-day review period,
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unless such House shall otherwise determine. A favorable
passage by the Congress of a concurrent resolution stating
in substance that it does favor the proposed arrangement

i1s required before the Energy Reséarch and Deveiopment
Administration can execute the arrangement. Furthermore, no
such arrangement shall be entered into which would impose
any contingent 1liability on the Government in ah amount
which would exceed the amount provided therefor in a brior
appropriation Act. .__

The bill would authorize the appropriation of éontractual
authority to commit the Government contractuélly to contingent
liabilities up to $8 billion. The $8 billion wasvarrived
at by the Administration as the upper level of contingent
liability that the Go&érnment could conce;vably'assume with
regard to the domestic assets of up to four proposed private
uranium enrichﬁent projects, in the extremely remote=possi—
bility that the Government would take over all of the projects
at the point of maximum-'bossible : liability. The gomponents
of the $8 billion include:  the domestic share of one diffusion
project--3$1.4 billioﬁ; the domesfic share of three centrifuge
projects--$3 billion; contingency_for.the’four projects tom
cover uncertaintiés of'thé estimates of thé'amount of foreign
financial participation and inflation__$3:6 billion. The $8 billion amount
1s based on 40% domestic ownership of the diffusion project

and 100% domestic ownership of each of the centrifuge projects.
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Under the bill; the Government could incur no contractual
liability with regard to ahy foreign invéstment in any
private enrichment projectf

The private diffusion project-is estimated to cost
approximately $3.5 billion. Of that amount, $1.4 billion is
provided from domestic sources. Of the $1.4 billion, $210
million would probably.be supplied by the private domestic
partiﬁipants. The remainder of the $1.4 billion would be
finaﬁced by debt. The fdreign share of the privqte diffusion

plant would amount to $2.1 billion.

W
»
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In view of the considerable controversy concerning the
scope of the Government guarantees which would be furnished
to private participants, the Committee questioned witnesses
.at great length in that regard. It is the clear understand-
ing of the Committee that: (1) the Government guarantee would
be strictly confined and limited solely to the assuranée that
the technology which the Government supplies will work; (2)
even tbat guarantee at best would expife after one‘year of
operation of the uranlum enrichment facility; and (3) the
guarantee is solely for the protection of the domestic in-

vestment in the facility and not to any extent for the foreign

investment.
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The bill also authorizes and directs the Administrator of
Energy Research and Development to proceed with the expansion of
an existing Government-owned uranium enrichment facility. It is
the judgment of the Committee that regardless of the construction
of priVate facilities, the expansion of the public facility at the

Portsmouth, Ohio, site is necessary.
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__:j PURPOSE OF THE BILL i:‘/f\C‘,L'Sc =

The bill would provide a basis under which the Energy
Research "and Developmenﬁ Administration could seek to en-
courage private enterprise participation in the needed ex-
pansion of United States uranium enrichment capacity. The
present enrichment capacity in the United States is supplied
by three Government-owned plants which are now opera%ed by
contractors for the Energy Research and Development Admini-
stration. Additional capacity will be needed by the mid—
1980's, at the very 1aéest, in order to meet the Natlon's grow-
ing need for nuclear fuel. Failure to achieve such expansion
by that time woﬁld inhibit the Nation's ability to meet 1ts‘
need for electric powér by remoﬁing nuclear‘energy as an

available component of the basic fuel mix used in this country
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to meet the demand for electricity generation. Such removal
would place added strain on domestic coal and oil demands
and would potentially increase fhis country's reliance on
foreign oil suppliers.

The current estimates are that the United States
will require for domestic needs added enrichment capacity by
the year. 2000 equal to six to nine‘plants of a size comparable
to any of the three existing plants, and that added capacity
for the total market, foreign as well as domestic, served
by the United States will equgl nine to 12 similar size
plants. The eétimated cost in 1975 dollars of'thqse nine
to 12 plants ranges from $31 billion to $42 billion.

The bill provides an opportunity for private enterprise
to demonstéate to the satisfaction of the Executive Branch
and to the Congress of the United States that it is capable
of providing this vital energy service. The pole of private
enterprise must be.established for the large additions of
enriched capacity which will be fequired in the future.

“ For pﬁe' ~ next increment of enrichment capacity which 1s
vitaily needed to meet enrichment demands, the 5111 authorizes
the expansion of an existing Government-ownedjuranium enrich-
ment facility and directSQﬁhéflthis project be bérried out?
The procedures of this Act are, of course, available so' that
private enterprisé can propose an-addit;onal‘increment of

uranium enrichment capacity by the diffusion process. in additilon

and directgd in Section 4 of this Act.
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On June 26, 1975, President Ford transmitted to the
Congress proposed legislation which was entitled "The Nuclear
Fuel Assurance Act of 1975". The President's_propqsglhwas
introduced by request as S. 2035 and H.R. 8401, identical
bills. Ié was the proposal in these bills which received
‘the Committee's attention in the extensive hearings which
were conducted on them in 1975 and 1976.

The Committee's consideration of these bills was, hqw-
ever, 6n1y the latest in a long series of continuing efforts
by the Joint Committee to stimulate action so that the uranium
enrichment cabacity needs of this country would be met. At
least as, early as 1969, hearings were held concernihg the
need to expand enrgchment capacity. By the end of calendar
year 1974, the Cbmmittee had conducted exhaustive hearings
at-which testimony was received from many witnesses who were
interested in'this very important probleh.

The hearings on the bills being reported are, therefore,
-‘an extension of the intense consideration wbich the Committee
;has glven over the years to the issue of additional uranium
enriéhment capacity. In view of the importance pf the pro-
posal by the Adminiétr;fion,:the Committee conducted nine days

of hearings in 1975 and 1976.
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Senators John 6. Pastore, Chairman of the Joint
Committee, and Howard H. Baker, Jr., Introduced by request
the Administfation's proposed legislation, S. 2035. A com-
panion bill, H.R. 8401, was introduced‘byireQuést in the'House of
RepresentatiQes by Representatives Melvin Price, Vice Chairman
of the Joint Committee, and John B. Anderson.

On July 1, 1975, Chairman Pastore asked the Comptroller
General of the United States to have the General Accounting
Of fice make aﬁ exhaustive, analytical review of the Admini-
stration's proposal for Government assistance to private
uranium ehrichment gfoups; The Comptroller General's report
was completed on October 31, 1975.

Subsequently, the_goint Epmmittee received testimony

. R - :

from Government witnesses on December 2, 3, 4, 9 and 10, 1975,
on thé proposed legislation. .The JCAE print covering these
hearings was released by Chairman Pastore.on January 28, 1976.

Secretary of State Kissinger presented his views on S.
2035 to the Committee on February 6, 1976. The series of
hearings concluded on March 23 and April 6 and ?~wﬂen testimony'

was received from nongovernmental witnesses. The JCAE print

on the final four days of hearings. is being prepared.

+
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The complete 1list of witnesses at the uranium enrichment

hearings follows:

December 2, 1975
Robert C. Seamans, Jr., Administrator, Energy Research

and Development Administration
William A. Anders, Chairman, Nuclear Regulatory Commission

December 3, 1975
Frank G. Zarb, Administrator, Federal Energy Administration

Russell E. Train, Administrator, Environmental Protection
Agency U.S.
Thomas E. Kauper,/Department of Justice

December 4, 1975 U.S.
John T. Dunlop, .Secretary of Labor,/Department of Labor
William H. Harsha, Member, House of Representatives, State

of Ohio
Paul W. MacAvoy, Member, Council of Economic Advisors

Stephen S. Gardner, Deputy Secretary, Department of the
Treasury

December 9, 1975 : .
James T. Lynn, Director, Office of Management and Budget

December 10, 1975
Elmer B. Staats, Comptroller General, General Accounting

Office

February 6, 1976 . ’
Henry A Kissinger, Secretary of State u. S Denartnent of State

March 23, 1976
James B. Allen, Member, U.S. Senate, State of Alabama
Gordon R. Corey, Vice Chairman, Commonwealth Edison
Jack Gilleland, Assistant Manager of Power, Tennessee Valley
Authority
Don G. Allen, Vice President, New England Electric Systems
President, Yankee Atomic
Bradley R. Koch National Rural Electric Cooperative Association
Larry Hobart, American Public Power Assoclation
Carl Walske, Atomic Industrial Forum _ '
William L, Dickinson Member, House of Representatives, State
of Alabama
Saymong % Dickeman, President, Exxon Nuclear Company
arry Vetzel, President and- Chalrman G
Vincent V., Abajian Co-Chairman, CENTAénxgggeﬁgﬁgfration
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April 6, 7, 1976

John Glenn, U.S. Senate, State of Ohio

Jerome K. Komes, Chairman, Uranium Enrichment Associlates

The Joint Committee met on May 11, 1976, to consider
the bill. At that time, the Committee voted to amend the
bill anq to report it favorably as amended. The bill as
amended¢ was ordered to be reported by a roll call vote of

15-0.

»

,::L COMMITTEE COMMENTS Ef—r"C7*;5?CL~5;’:

In considering the legislation submitted by the

Administration, the Committee was concerned that the pro-

posal did not provide adequate opportunity for participation

by the Congress of the United States. To remedy this situation,'
the Committee's amendments provided explicitly for a con-
gressional review procedure which is set forth in.Section 2

of the bill. Any proposed contract for a cooperati&e arrange-
ment must be submitted to the Congress for congressibqai

review and épproval prior to the execution of the Eonfract.
Section 2 of'?he bill, as amended, explicitly precludes the | ;
Administrator of ERDA from executing any such propoéed |
cooperative arrangement untilighe Congress has indicated

by concurrent resolution that it favors the arrangement.
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It should be clearly understood that in reporting out
this bill the Joint Committee does not by that action indicate
either 1ts approval or disapproval of any prqposal which
private industry may have pending before the.Energy Research
and Development Administration. The details of any éuch
afrangements will, before they are consummated, have to be
submitted to the Congress for approval. Nevertheless, passage
of this'Act‘should enable the conduct of serious and meaningful
negotiations between the Enérgy Research and Development
Administration and the organizations which have already made
or may make propoéa1§ for the construction and operation of
uranium enrichment fécilities.

Section 3 of the bill differs from the original
Administration proposal in two respects. Section 3 of the
bill provides the ERDA with the contractual authority to
enter into contracts for cooperative arrangements provided
such contracts have been approved by the Congress under the
procedures In Section 2 of the bill and provided also that the
Congress has enacted a prior appropristion Act which pfovides
for the amount of contingent liabili. s which:the Government
could incur under any such contract. ’ .

In regard to contiqgent liabilities, it should be
- noted that these liabilitiés’afe indeed a very remote con-
tingency. The guérantée of the Government would be only with

regard to the'technology which the Government supplies. In
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view of the long and successful experience of the Government
wlth this technology, there is no reason to believe that the
technology will not work. Moreoyer, ERDA's supervision and
inspection of any use of this technology by private partici-
pants should reduce even further thé minimal possibility
that the technology will not work. Nevertheless, in view of
the fact that this technology has been the exclusive monopoiy
of the Govérnment, the testimony before this Committee
demonstrates that/guarantee that the technology will work'
would be essential for the domestic debt financing to be re-
ceived.

The Committee hasAnot yvet received ﬁhe details of any
particular arrangement. If such an arrangement is to be.
proposed, the' procedures provided for under this bill would,
of course, require the careful examination by this Committee
and the Congress of each contractual arrangement and the pre-
cise extent of any potential Government 1liability thereunder.
The Committee can now state, however, that under this Act
there could be in no instance any guaraptee of any foreign
investment in a projeét. It can also now state that any
potential Government liability would be a very remote con-
tingency. 1In view of the Gonrnment investment 1in this technology,
re?sonable royalties for the privéte use of the techndlogy
will be required. The Committee can also assure, without

reservation, that it will Insist that such arrangements provide

for: _ ;T?EQ;\

G"a“o
Qe
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1. Protection against dissemination to foreign
investors of classifled information.

2; Continued classification and protection of
sensltive ehrichment technology.b

3. Requirements that exports take place pursuant
toAappropriate international agreements for
cooperation and be subjected to safeguards to
prevent diversions.

L, Preclusion of control or domination of a private
enrichment venture by an alien, a foreign
corporation, or a foreign government.

5. Effective domestic safeguards and physical
security measures for the plants and theif

products.

Section 4 of the bill, as submitted by the Administration,
has been amended by the Committee. As submitted by the
Administration, this Section would have authorized the
Administrator of Energy Research and Development to_initiate
‘preliminary engineering design and planning fér expénsion of
a Government-owned uranium enrichment facilify for contingency
purposes. The Joint Committée authorized $25 million'for*such
expansion (Project 76-8-g) in Public Law 94-187, the ERDA
authorization biil for fiscal year 1976 and the transition

period. That authorization would be‘amended by the ERDA
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authorization for fiscal year 1977 to authorize a total of

$255 million for an enriched uranium production facllity at
Portsmouth, Ohio. As revised, Section 4 recognizes that

the Committee has authorized a project for an enriched uranium
production facility at Portsmouth, Ohio, and directs that

this facility be constructed to supply the vitally needéd
additional enrichment capacity. Thus, the Administration's
hedge pian contemplated in the original Section 4 is provided
by the authorization and direction that the Government pro-
ceed with the project at Portsmouth, Ohilo, with the objective
of“fully constructing it and placing it in operation. The

$255 million funding authorization for the project which is

in Section 4 is identical to the same figure which is authorized
for the identical project (Project 76-8-g) in subsection
101(b)(8) of Public Law 94-187, and the additional authori-
zation recommended for that project for fiscal year 1977.

Tﬁé total amount authorized for funding of that project,
assuming the enactment of the ERDA authorization bill for
fiscal year 1977, is $255 million. It is understood, of ‘

course, that although the project itself has beén fully authorized,

-
funds in excess of the $255 million will be needed 1in succeed-

ing fiscal years to fund the construction and operation of ~
ey ' ' ) < -

the project.
4—«“/“«
\
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‘? GENERAL STATEMENT

E/C’% Sc fe

During the course of the hearings on the Nuclear Fuel
Assurance Act, as well as during the lengthy period which
has been commlitted to study of.expansion of United States
uranium enrichment capacity, this Committee has been im-
pressed by the nearly unanimous opinion of witnesses that
such capacity must be expanded. The reasons supporting these
.opinions ére compelling.

Naturél uranium must be enriched before it can be used
to 'make fuel for nuclear-fueled electric power generating
plants. Present U.S. enrichment capacity, which, as noted
earlier, is provided by three plants operated by ERDA, has
been fully committed under long-term contracts since mid-1974.
Since that date the Government has been unable.to accept con-
tracts for additional enrichment services.

Under this set of circumstances, it is evident that an
assured domestic fuel supply is not availablé for domestic
nuclear plants beyond those which have previously obtained
commitments from ERDA. If this situation is allowgdfto con-
tinue, it will severely inhibit the growth of gederation of
electricity with nuclear fuel in this country. ~The magnitude
of this domeétic problem cankbe appreciated when it is recog-
nized that it was recently estim;ted that by the yeaf 2000
the Nation could reasonably expect to have 724,000 megawatts

of nuclear—fueléd power plants in operation.
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The electrici£y which would be generated by these
plants is equivalent to that which would be produced by
burning 20.5 million barrels of o0il per day or 4.5 million
tons of coal per day in conventional power plants. If
additional enrichment capacity is not built, the amount‘of
voil and/or coal necessary to replace the nuclear generation
either will have to be obtained or the country will have to
make severe economic adjustments. Domestic mining of such
vast amounts of coal would severely strain or ekceed the
capaclty of the domestic industry, especially when added to
a projected increase in coal demand which will occur even if
the additional nuclear plants are built. Since domestic
0il production is declining, it is apparent that oil nécessary
to meet a nﬁclear shortfall would have to be imported, thereby
Increasing our dependence on foreign sources and adversely
affecting.the United States' balance of payments.

Failure to expand domestic enfichment cépacity would.
have an additional adverse impact on U.S. trade. U.S. foreign
exchange revenues to date from the sale of enriched ‘uranium
and enrichment services have reached $1.1 billion. Moreover,
substaﬁtial additional revenues have been obtained by U.S.
companies through the sale-dfuhqciear reactors overéeas which
was facilitated by the sale of’U.S. enrichment;ser&ices to

provide their fuel. The dollar amount of these sales could

reasonably be expected to grow if domestic capacity were //1f73;\\ .
- . . i 1 0
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avallable tq supply such services. However, tﬁe Government
has not been able to execute new foreign Sales of enrichment
services until new capacity is assured. Current uncertainties
concernigg the constructionAof new capacity have encouraged
foreign cﬁsﬁomers to accelerate efforts to expand their own
ability to enrich uranium or procure 1t from non-U.S. sources.
Thus, these uncertainties have already injured the potential
foreién sales of U.S. nuclear reactors and enrichment services
to a significant extent.

The ability of the United States to be an effective
force’in guarding againét the proliferation of nuclear
weapons will decrease as ité proportion.of world enrichment
capacity decreases. The ability to sﬁpply enrichment services
provides+an opportunity to influence the manner in which the
enriched uranium 1s used and safeguarded against unauthorized
uses. Obviously, a country which has its own source of en-
riched uranium need not heed American counsel concerning the
use of such uranium. Faillure to expand U.S. enrichment capécity
will turn foreign users to other sources, thereby curtailing |

U.S. influence on non-proliferation objectiveé and efforts.
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: l COST OF LEGISLATION \—n C ¥ 567[4_,

In accordance with section 252(a) of the Legislative Re~
organization Act of 1970 (Public Law 91-510), the Joint Committee
has prepared the following estimate of the costs . 0w .« . of
carrying out this legislation. In addition, fhe Committee has
received from the Congressional Budget Office a five»jear cést
estimate of the effect of implementing this legislation. An
economic analysls forwarded to the Congress by the Administrator
of Energy Research and Development is in Appendix 1 to this
report. B ' _

The Adminlstrator of Energy Research and Development could
provide assistance and temporary contingent assurances to private
enterprise for the construction of uranium enrichment capacity.
Should ﬁhe contingencies not occur there will be no cost to the
government és a result of these assurances. Should all of the
contingencies occur, the potential cost to the government 1is a
maximum of $8 billion. At this date it is not possible to pre-
dict the timing and extent of government costs, if any, as a
result of these assurances. The Administration's expectation is
that néne of these funds would have to be apéropriated or expended
for the assumption of private ventures, but;that the authorization.
is necessary only to pro&ide\aésurance to customefs and “to
potential uranium enrichmeﬁt producers.

In addition, section U4 of the bill authorizes the appropri-

ation of $255,000,000 for the initiation of construction planning
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and design, construction and operation activities for expansion

of an existing Government uranium enrichment facility. This
authorization is the same as that already approved by the Com-
mittee for project 76-8-g in the ERDA fiscal year 1977 authori-
zation bills (H.R. 13350 and S. 3105) and in the ERDA authorization
act for fiscal year 1976 (P.L. 94-187). Therefore, this section

does not represent any_additional authorization for this project.

Pursuant to section 403 of the Congresslional Budget Act of

/;::K ESTIMATE AND COMPARISON, CONGRESSIONAL BUDGET OFFICE | ——

1974, the fdilowing report has been submitted to the Joint

Committee by the Congressional Budget Office:




CONGRESSIONAL BUDGET OFFICE {
WASHINGTON, D.C.

May 13, 1976

The Honorable John 0 Pastore
Chairman

Joint Committee on Atomic Energy
United States Senate

" Washington, D. C. 20510

Dear Mr. Chairman:

Pursuant to Section 403 of the Congressional Budget Act of 1974,

the Congressional Budget Office has prepared the attached cost
estimate for S. 2035 and H.R. 8401 (1denu1ca1) Nuclear Fuel _
Assurance Act of 1976.

Should the Committee so desire, we would be pleased to provide
further details on the attached cost estimate.

: ' S1ncere]y, ’
¢ . : \_,‘L_»-t_% Q"‘jrl/

Alice M. Rivlin
Director
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COST ESTIMATE

BILL NUMBER: S. 2035 and H.R. 8401 (identical)

BILL TITLE: Nuc]ear Fue] Assurance Act of 1976

PURPOSE OF BILL: The main objectives of this bill are to author1ze L

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 the authorization of contract
authority for these cooperat1ve arrangements, and to previde for
prior congressional review and potential disapproval of proposed
arrangements. This bill does not provide new budget authority.

COST ESTIMATE: The important budget effects of this bill result

from sections 3 and 4. Section 3 authorizes, subject to prior
appropriation action, contingent 1iabilities of up to $8.0 billion.
The question of whether this contingent 1iability should be considered
on or off budget has not yet been reso]ved Section 4's budget
effects follow: .

Budget Effects

" (millions of dollars)

FY 1977 FY 1978 FY 1979 FY 1980 " TIY 198]

Authorization Level 255.0 - . - - -
Costs . : 44.6 89.3 89.2 _ 31.9°- . -

BASIS OF-ESTIMATE: The cooperative arrangements authorized by
Section 2 of this bill, subject to prior congressional review, is es-
timated to have zero net budget impact. This estimate is based on
the provision that assistance is to be furnishad on the basis of
recovery of costs and appropr1ate royalties.

The $8 biTlion contingent liabilities authorized (subJect to pr1or
appropriations action) by Section 3 of this bill would have no outlay
effects on the budget. Outlays would not occur in the time-frame

. considered in this estimate (through fiscal year 1981) because the

contingencies are related to the performance of new enrlchment plants.
These contingencies wou]d be resolved at a later date.

The $255.0 million author1zed in Section 4 of this bill provides for
funding already included in the proposed fiscal year 1977 annual
authorization legislation for expansion of enrichment capacity at
existing facilities. This construction funding is assumed obligated
in fiscal year 1977. The spendout pattern for this new construction
is assumed to be 17.5 percent in the first fiscal year, 35 percent in
the second, 35 percent in the third, and 12.5 percent in the fourth.
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This results in the following outlays:
(millions of dollars)

: FY 1977 FY 1978 FY 1979 FY 1980 FY 1981

Authorization Level . é55.0 - - - -
Costs A 44,6 89.3 89.2 31.9 - -

ESTIMATE COMPARISON: None

PREVIOUS CBO ESTIMATE: None ‘ o
ESTIMATE PREPARED BY: William F. Hederman (22575275)éj;%%§§;Zf1

ESTIMATE APPROVED BY: .

‘James L. Blum
g~%ssistant Director
for Budget Analysis
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/<;\\‘\~— Section 1 of the bill cites the Act as the "Nuclear Fuel

Assurance Act of 1976".

Section 2 of the proposed bill would amend Chapter 5, Produc—

tion of Special Nuclear Material, of the Atomic Energy Act, as
amended, by adding a new Section 45, entitled "Cooperative Arrange-
ment for Private Projects to Provide Uranium Enrichment Services".

Subsection a. of the new Section 45 would authorize the

Administrator of Energy Research and Development; subject to prior
Congressional review procedures in subsection b., to’enter into
cooperative arrangements with private industry for the enrichment
of uranium to make fuel for nuclear power plants. This subsection
would enable the Administrator to encourage private investment
in the construction, ownership and operation of uranium enrich-
ment plants by providing such Government cooperation and assurances
as are determined to be necessary and in the best interests of the
Government after detailed negotiation with selected individual
proposers of enrichment services. Such negotiations would be
directed toward obtaining arrangements most advantageous to the
Government and the public interest and with a degree of risk to
the private entrepreneurs consistent with the objective of
creating a private competitive uranium enrichment.industry.}
Cooperative arrangements authorized by Section 45a. could
include such Government cooperation and assurances as enumerated

in the bill, including the specific authority provided 1n subsection




26—

45a.(5), for the Government to acquire the assets or intcrosts

and assume the 1liabilities (including debt)'of a private enrich—
ment firm in the event--which is highly unlikely--that private
Industry could not complete a plant or bring 1t into operation.:

It 1s intended that any undertaking by the Go&ernment under sub-
section U5a.(5) to acquire assets or interest and to assume |
liabilities of a private venture would terminate after approximately
one year of commercial operation of a plant. The precise period
would be defined durlng the negotiations of definitive agreements.
Any'obligatidns to pay off debt and to acqulre equity interest

would be limited to citizens of the Unitéd States. No foreign
equity in a plant would be protected byAthe Government. No contract
could be executed under which the Government would be subject to

any potential liability until the Congress of the United States

| has approved the proposed contract under the procedures in
subsection U45b. and until the Congress has enacted the necessary
prior appr?priations.

Subsection b. of the new Section 45 provides procedures for

-Congressional review and approval of any proposed éontract for a
;cooperatiﬁe arrangement for private participation in uranium
enrichment. The Administrator of Energy Reseérch and Development
would be explicitly precluded'frbm signing any proppsed contract

or amendment thereto until the Congressional reviéw procedures
provided for in this subsection had been completed and the Congress

has approved the arrangement. The Congressional review procedures
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would also apply to any plan proposed by the Adminlstrator to

modify, complete, operate or dispose of any enrichment faciliﬁy
which the Energy Research and Development Administration may -
acquire. Any such plan could,Aof course, be included as a part
of the initial contractual arrangement submitted to the Congress

for approval.

v g
Section 3 of the proposed Nuclear Fuel Assurance Act would

authorize the Administrator of Engrgy Research and Development to
enter into contracts which the Congréss has approved, nursuant to
the new Section 45, in an amount not .to exceed $8 billion, but in
no event to exceed the amount provided therefor in prior appro-
priation Acts. This amount is an estimate of the total potential
cost to the Government in the unexpected event that all private
ventures cowered by cgoperative arrangements were to fail and it
was then necessary for the Government to assume assets and
liabilities of the ventures, take over plants, and compensate
“domestic investors. It is not expected that any of these funds
would be‘expended for the assumption of private ventures, but the
authorization is necessary to provide assurance, to,customers and
sources of debt financing for priQate’producers,’éf the Federal
Government's commitment to create a competitive industry.

The $8 billion would be the maximum contingent liability on
the part of the Governﬁent fgr'four privaté ﬁranium enrichment

projects, one of which would use.the gaseous. diffusion process
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and three of which would use the gaseous centrifuge process.
The $8 billion would be allocated to these four projects as

follows:

Domestic share of the one
diffusion project ~ $1.4 billion

Domestlic share of the three
centrifuge projects 3.0 billion

Contingency to cover uncertainties
of estimates of the amount of
foreign financial participation
and inflation for the four plants 3.6 billion

Total . $8.0 billion

The dollar levels assume "‘40% domestic ownership of the dif-
fusion project and 100% domestic ownership of each of the three
centrifuge projects. |

The priJate diffusion pfoject is estimated to cost $3.5 billion.g
Of that amount, $1.4 billion would be supplied by domestic shares
and $2.1 billion by foreign financial participation. None of the
~ $8 billion could be used to protect any of the foreign share in
the costs of any plant.

The $1.4 billion domestic share for the private diffusion
plant would probably be furnished by 15% equity céntriﬁution
($210 million) by the private participant with tﬁe balance of the
$1.4 pillion ($1.2 billion)-debt financed. The total domestic
share of $1.4 billion could be protécted under the $8 billion
ceiling, if the Congress approves a contract for fhe private

.diffuslion plant and if the Congress provides for the incurrence

of such contingent 1liability in an appropriation passed befor

the contract 1is executed.
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Section 3 wéuld,also provide that in the event of Government
assumption of the debts, interests and liabilities of a private
venture, the Administrator is authorized to secure funds through
the Secretary of the Treasury to liquidate contract authority,
up to the.levels previously provided in an appropriation Act.

Sectfg%Aﬁ of the proposed bill would authorize the Administra-
tor of Energy Research and Development to initiate preliminary
engineering design and planning, construction and operation
activities for expansion of a Government-owned uranium enrichment
facility, and would authorize tovbe appropriated the sum of
$255,000,000. | 8

The original intent of this section as submitted by the
Administration was to provide a "hedge" plan in the event the
private diffusion plant effort was not successful. As amended,
the Committee has directed and authorized that‘an additional
Government-owned enriched uranium production facility be con-
structed and placed in operation. The amended language thus 1s
a direction to the Energy Research and Development Administration
that regardless of the construction of private faci&ities, the
-expansion of the public facility at the Portsmouth, Ohlo, site
i1s necessary. The project authorized is the same as "project
76-8-g, enriched uranium faéiiity; Portsmouth, Ohio" as aut%orized
in section 101(b)(8) of Public Law 94-187. Funding in the amount

of $25,000,000 was authorized in Public Law 94-187 for project
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76-8-g and that amount would be increased by $230,000,000 for
a total of $255,000,000 in the recommended fiscal year 1977
authorizatioﬁ for the Energy Research and Development Administration.
It 1s emphasized that the direction and authorization of the
project in section U4, and the $255,000,000 authorized is for
project 76-8-g, enriched uranium facility, Portsmouth, Ohio, and
for no other. The direction and authorization, although for that
same project, is separate and apart from the same authorization
in the authorizing legislation for the Energy Résearch and
Development Administration. The $255,000,000 funding authorized

for project 76-8-g is only for the funding required through fiscal

year 1977. . /
. jCHANGES IN EXISTING LAW L

In accordance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law recommended by the
bill accompanying this report are showﬁ as féllows (deleted matter
is shown in black brackets and new matter is printed in italic;

and existing law in which no change is proposed ;s éhown in roman):

o [
:ZEUBLIC LAW 83-703 Y_ <
-— = /\/
An Act to amend the Atomic Energy Act of 1946, as amended,

and for other purposes.

* * ¥ * * * *




-31-

Sec. 45, COOPERATIVE ARRANGEMENTS FOR PRIVATE PROJECTS TO

PROVIDE URANIUM ENRICHMENT SERVICES.---

"a. The Administrator of Energy Research and Development

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 cooperative

arrangements with any person or persons for such periods of time

as the Administrator may deem necessary or desirable for the pur-

pose of providing such Government cooperation and assurances as

the Administrator may deem appropriate and necessary to encourage

the development of a competitive private uranium enrichment industry

and to facilitate the design, construction, ownership, and operation

by private enterprise of facilities for the production and enrich-

ment of urahium enriched in the isotope-235 in such amounts as will

contribute to the common defense and security 'and encourage

development and utilization of atomlec energy to the maximum extent

consistent with the common defense and secufity and with the

health and safety of the public; including, inter alla, in the

discretion of the Administrator,

"(1) furnishing technical assistance, information,

inventlons and discoveries, enriching seréices, materials,

r

and equlpment on the basis of recovery of costs and

appropriate royalties for,the use thereof;

"(2) providing warranties for materials and equipment

furnished;
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"(3) providing facility performance assurances;

"(4) purchasing enriching services;

"(5) undertaking to acquire the assets 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, or operation for a

defined period of such enrichment facility in the event such

person or persons cannot complete that enrichment facility or

bring it into commerc¢ial operation: Provided, That any under-

taking, pursuant to this subsection (5), to acquire equlty

or pay off debt, shall apply only to investors or lenders who

‘are citizens of the United States, or are a corporation or

other,entity organized for a common business purpose,-which _

is owned or effectively controlled by citizens of the

United States; and

"(6) determining to modify, complete, and operate that

enrichment facility as a Government facility or to dispose

of the facility at any time, as the interest of the Govern-

ment may appear, subject to the'other proviSions of this

Act. .

"b, The Administrator shall not enter into any arrangement

or amendment thereto under the authority of this section, modify,

or complete and operate any facllity or dispose thereof, until
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the proposed arrangement or amendment thereto which the Admini-

strator proposes to execute, or the plan for such modification,

completion, operation or disposal by the Administrator, as appro-

priate, has been submitted to the Joint Committee on Atomic Energy,

and a period of sixty days has elapsed while Congress is in session

with passage by the Congress of a concurrent resolution stating

in substance that it does favor such proposed arrangement or amend-

ment or plan for such modification, completion, operation, or

disposal (in computing such sixty days, there shall be excluded

the days on which either House 1s not in session because of an

adjournment for more than three days): Provided, That prior to the

elapse of the first thirty days of any such sixty-day period the

Joint Committee shall submit a report to the Congress of its views

and recommendations respecting the proposed arrangement, amendment

or plan and an accompanying proposed concurrent resolution stating

in substance that the Congress favors, or does not favor, as the

case may be, the proposed arrangement, amendment or plan. Any

suchzconcurrent 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

and the opponents) within twenty-five days and'shall be voted on

within five calendar days thereafter, unless such House shall

?'F&gh\
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otherwise determine.".
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' UNITED STATES
ENERGY RESEARCH AND DEVELOPMENT ADMINISTRATFON
WASHINGTON, D.C. 20545

'

JUN 26 1975

~

Honorable Nelson A. Rockefeller
President of the Senate

Dear Mr. President:

Enclosed is an analysis of the inflationary impact -
of a proposed action to expand U.S. uranium
enrichment capacity. The analysis indicates that
the plan the President is sending to Congress

today for this purpose will reduce domestic
inflationary pressures.

Siﬁcerely,
. , - Robert C. Seamans, Jr.

Administrator

Enclosure
As stated
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ERDA.ANALYSIS'OF INFLATIONARY IMPACT OF LEGISLATION AUTHORIZING COOPERATIVE
ARRANGEMENTS WITH PRIVATE ENTERPRISE FOR THE PROVISION OF FACILITIES
FOR PRODUCTION AND ENRICHMENT OF URANIUM

_ In accordance with the provisions of (1) Executive Order 11821 requiring .
an evaluation of the inflationary impact of major proposals for legislation,
(2) OMB Circular A-107, which implements Executive Order 11821, and (3) the
draft regulations of ERDA, the following analysis and evaluation was made
of the inflationary impact of the proposed legislation (to authorize
cooperative arrangements with private enterprise for the provision of

" facilities for the production and enrichment of uranium enriched in the
isotope 235).

The sustaining capacity of the Government's gaseous diffusion plants has
been fully contracted for by foreign and domestic customers. There is an
urgent need for definitive commitments to build and operate new enrich-
ment facilities which will be required to service the rapidly growing
nuclear power industries in the United States and abroad. ’

The purpose of the proposed legislation is to provide necessary Government
cooperation and certain temporary assurances to private enterprises to
finance, build, own and operate the required plants, Additional uranium
enrichment capacity will permit utilities to proceed with long-term plans
to expand nuclear electric generating capacity. Failure to provide the
facilities for the vital enrichment phase of the nuclear fuel cycle is
likely to lead either to an inability to meet future energy demand or

to heavier reliance on alternative fuels and power sources that could be
more costly% and less secure.

Either case would add much more to inflationary pressures than could

be attributed to the nuclear expansion programs. The first case would
result in general shortages in the economy and add directly to inflationary
pressures from the demand side for a less-than-adequate energy supply..
The second would push up energy costs by fostering an unnecessarily large
~reliance on fossil fuels including high-priced foreign petroleum.

At the present time, the overall cost of electricity from nuclear power
is significantly less than fossil-fired plants. Studies projecting
future costs for coal, o0il, and nuclear power plants indicate that the
margin in favor of nuclear is likely to continue or even increase.
Utilities with operating nuclear capacity reported sizeable savings in
costs following the recent escalation in prices of fossil fuels. Since
added fuel costs to utilities have tended to be passed on readily to
consumers under fuel adjustment provisions, the benefit of lower costs
from nuclear represent real savings to the consumer. ERDA has estimated
that the 110 billion kWh of nuclear generated electricity in 1974
represent savings in fuel costs of over $500 million relative to the
~cost of fuel for coal-fired plants and over $1.5 billion relative Yo
the cost of fuel for oil-fired plants, Further,  1f the nuclear generation
had been replaced by o0il plants dependent on imported oil, the additional




balance of payments outlays would have been about $1.8 billion at

_the average cost of imported oil,

The following sections deal successively with several economic or
inflatibnary aspects of the proposed legislation. The objective is to
analyze and evaluate the probable effects of expansion programs
fostered by the legislation compared to the consequences if no such
programs are implemented.

1. Cost impacts on consumers

If the objectives of the proposed legislation are realized,

we foresee the establishment of a competitive private industry
providing enrichment services on reasonable terms. This would
facilitate the utilization of nuclear power to supplement
production from other energy sources and result in a larger
domestic energy supply at lower cost to the public.

Utilities planning to proceed with nuclear expansion programs
require reliable commitments for the provision of enrichment
services. ERDA is no longer in a position to make such
commitments with its existing gaseous diffusion capacity, and
unless utilities can contract abroad for such services, they
will have to postpone plans to construct new light water reactors
(LWR's).

This means that domestic nuclear capacity would possibly be
limited to plants now under construction and/or already holding
commitments for enriching services in the Government's existing
gaseous di#ffusion plants. As indicated in Table I, U.S. nuclear
capacity would be limited to a maximum of about 218 million kilo-
watts which would be reached by 1990. ©Nuclear electric power
generation would peak at about 1.3 trillion kilowatt hours in
1990 and gradually decline thereafter as the older plants were
phased out or operated at lower capacity factors.

If the objectives of the legislation are realized and enrichment
capacity no longer limits utilities' nuclear expansion, we would
assume a growth pattern as estimated in the second section of
Table I. In this projection, U.S. nuclear capacity would-continue
to grow, reaching 800 million kilowatts by the year 2000, and
nuclear electrical generation would rise to nearly 2.0 trillion
kilowatt hours in 1990 and over 4 1/2 trilliom in 2000,

The economic effects, and the poténtial inflationary consequences,
are suggested by the calculations in part 3 of Table I. The direct
effects of the enrichment expansion programs are reflected in the
need for 10 new plants before the year 2000, each requiring an
investment of $3.5 billion (in estimated 1976 dollars).

ot R4/,




. e -3 -

Enrichment, like other nuclear power operations,-is highly capital-
intensive, and there will be associated impacts on the construction
industries, on requirements for materials and specialized equipment,

and‘on manpower and employment. The economic impacts of these factors

warrant separate analysis, but they must be evaluated in toto relative
to the expected benefits of nuclear power as a major domestic energy
source. -

Table I indicates some of the overall results of the level of
nuclear power expansion projected. Foremost is the additional
nuclear capacity supported by the enrichment facilities, allowing
the generation of some 3.4 trillion kilowatt hours in the year
2000 above the level permitted with existing enrichment plants.
This additional domestic energy supply would save the equivalent
of some one billion barrels annually of oil in 1990 and over

5 billion barrels annually by the year 2000. 1In comparison,
domestic liquid fuels production was about 3.8 billion barrels

in 1974 and oil imports were about 2.2 billion barrels. Given

. the growing scarcity value attached to domestic o0il and the
rising extraction costs for coal, it is concluded that the
domestic inflationary pressures would be reduced by the prOJected
expansion of nuclear power as shown in Table I.

Further, if all or a significant portion of the fuels needed to
generate equivalent power should have to be imported, the balance
of payments effects would be extremely serious. On the other hand,
proceeding with the expansion of enrichment could improve balance
of payments prospects not only by limiting fuel imports but by
continued *export of additional enrichment services.

In absence of the proposed legislation, it is unlikely that
enrichment capacity would be provided by private enterprises.
Unless the advantages of nuclear power, described above, are to be
foregone, the only other feasible alternative would be for the
Government to build additional enrichment facilities. The effects
of such a course of action would be reflected directly in the
Federal budget. It would necessitate appropriations in the
billion dollar range almost immediately, and a cumulative expenditure
of at least $35 billion (in constant 1976 dollars) before. the year
2000. The potential consequences of adding this burden to the
Federal budget ‘could be serious for other urgent national programs,
and inflationary effects may be pronounced if budget deficits
increased as a result. :

If the Government were to expand its enrichment operations to -
provide the additional enrichment services required, the costs of
such services might appear lower if no recognition were given to
the taxes, insurance, risk, and other costs normally considered

in private business operations. The indicated savings, however,
may prove highly illusory from a social standpoint in light of
the budgetary influences of Federal financing and potential
offsetting advantages of private operations.
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A private uranium eunrichment industry would generate substantial .
revenues to the Federal Treasury. in the form of corporate income

taxes and other payments. Such revenues could reduce inflationary
pressures by reducing deficits and the Government's need to borrow

funds to carry on operations. Dividends and interest received by
stockholders and investors would also be subject to income taxes.

These matters were extensively discussed in a report to the
Council of Economic Advisors of July 1969 prepared by Arthur D.
Little, Inc. The report noted:

"Economic welfare theory contends that the cost of
capital to the Government should be the same as to
private industries for the same project, if mis-
allocation of the nation's investment resources

is to be avoided."

Effects on productivity

Inflationary impacts via productivity effects of nuclear expansion
need to be carefully defined for meaningful analysis. Shifts toward
capital-intensive technologies normally tend to increase the output-
per-manhour type of productivity measurement. In relation to coaven-
tional energy technologies, nuclear power introduces processes that
by their nature involve less demand on bulk resources, less trans-
portation requirement, and less utilization of unskilled manpower.
Thus, the nuclear technology, itself, is in the tradition of doing i
more-and-more with less-and-less which is an essential feature of -
productivity. N

The more important productivity effects are those resulting from
continued advances in nuclear technology. The potential for
technological improvements in nuclear power is extremely great

when one considers the.relatively low effectiveness of present

converter reactors in utilization of uranium resources. As reactor types
are improved, and eventually when an acceptable breeder technology '
is introduced, the productivity effects will exert a continuing
moderating influence on energy and on general price levels. Further,
there is scope for continuing improvement in other phases’of nuclear
industry operations. In the enrichment phase, itself, technological
imprevements are continuing to improve productivity of the operatioms.

If the legislation leads to the establishment of an effective private
enrichment industry, we would expect productivity gains to continue
and hopefully even accelerate. There is a vast potential for *
improvement through eventual use of the newest centrifuge technology. .
Under either private or public operation, we can expect to see

further improvement in an already highly effectlve enrichment
technology.
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Effects on competition

The most important general effects on competition are likely
to be through a meaningful exercise of the nuclear option as

a major new energy source. The more diversity that can be
built into the energy system by expansion of all meaningful
energy alternatives, the greater the potential for competitive
energy price results.

Competition within the enrichment phase of the nuclear fuel cycle
is highly complicated by the need to move from the existing Govern-
ment monopoly to a competitive structure. Meaningful competition
will not be possible without special efforts to facilitate entry
(as proposed in the legislation). As a result of the legislative
approach, several firms are expected to enter the industry using
centrifuge technology and thus enhancing competition.

Effects on materials

The addition of large-scale gaseous diffusion plants, probably in
increments of 8.75 million Separative Work Units (SWU) yearly would
require sizeable amounts of important construction materials and
process equipment. The major quantities, however, are for concrete,
steel, pipe, etc., that are standard construction items. Specialized
equipment, instrumentation, gas diffusers, compressors, etc., have
special requirements in terms of materials and manufacturing capability.

The large-scale expansion of capital-intensive technologies as
exemplified by both nuclear power plants aund their attendant facilities.
place demands on resources and manufacturing capacity that must be
carefully assessed. The ability of the economy to respond without
inflationary pressures is dependent upon the general tempo of
alternative activities competing for like resources.

The materials problems have been studied extensively. In general,

the cost and demands for one large enrichment plant (gaseous diffusion
of 9 million SWU) are roughly equivalent to those of four large nuclear
power stations. The single enrichment plant, however, would service
approximately 100 such nuclear power plants. .

If bottlenecks are allowed to develop in specific materials or
equipment, adverse inflationary effects may be associated with

. expansion of the nuclear industry. It is difficult to quantify such

potentialities and assess their probabilities of occurring. In the
present economic situation, -these appear less important, but they
require careful continuing analysis. Given the availability of
existing capacity and opportunity to expand to meet future needs,
we would not expect continued problems of this type. .

- .




Effects on employment

Expansion of nuclear power in general and the design and construction
of enrichment plants will create jobs. The need is especially great
for highly skilled workers and for technically trained personnel
including engineers and scientists. This is, in effect, the counter-
part of the productivity effects, discussed previously.

The demand for construction labor is large relative-to the continuing
work force to operate the plant. It would require some 280,0CC
man-months of construction labor to build a 9 million SWU plant
while some 1100 people would be permanently employed in its operation.

Effects on energy supply/demand

The crucial issues on energy supply relate to several features of
nuclear power as an energy source. These include the advantages, and
problems, of continued electrification of the energy economy, and
the institutional and social adjustments required to accommodate

this change. The public regulation of the energy supply from nuclear
utilities also has important implications for energy pricing as
electric power becomes a major portion of total energy supply.

On the surface, this would tend to assure lower costs than might other-
wise occur, but it is by no means obvious that competitive non-
regulated alternative sources could not provide even cheaper energy.

There are sizeable energy demands sssociated with the operation of
nuclear enrichment plants. In a gaseous diffusion plant, it
requires about 2,500 kilowatt hours to produce one unit of separative
work. Consequently, operation of a 9 million SWU plant would require
the electrical output of 2 to 3 large nuclear power plants. At the
same time, it would be able to provide the enrichment needs of
approximately 100 such plants.

The net energy contribution of the nuclear power operations "has been
well-documented, and the important result of the proposed legislatien
will be to facilitate continued expansion of the nuclear industry and
result in a larger domestic energy supply at lower cost to the public.-
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