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MEMORANDUM FOR: 

THROUGH: 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

June . l7, 1975 

PHIL BUCHEN 
JIM.CONNOR 
MAX FRIEDERSDORF 
ALAN GREENSPAN 
ROD HILLS 
JIM LYNN 
~K MARSH 

JIM MITCHELL 
BRENT SCOWCROFT 
BILL SEIDMAN 

JUN 1 7 _1975 

&Av~ 
/ 

SUBJECT: Uranium Enrichment - !1essage, 
Bill, Economic Impact Statement 

Enclosed are draft materials received from ERDA, including: 

Draft bill 
Transmittal letter 
Draft economic i~pact statement 
Rough Draft Presidential Statement 

The draft bill does not yet take into account the questions 
and problems raised over the past few days by Rod Hills. 
OMB {Loweth) is developing a paper on the Congressional 
approval issue for early discussion. 

OMB is circulating the draft bill and transmittal letter 
through the regular legislative clearance system. 

Note also that the ERDA package assumes the bill would be 
transmitted by Seamans rather than the President, a question 
we have not yet addressed. 

With respect to the draft message, would you please let me 
have your recommendations by noon, Wednesday, June 18, 
on any basic changes that should be made before the dra ft 
is turned over to Messrs . Hartmann and Theis. 

Attachment 

cc: Jim Cannon 
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UNITED ST,\TES 

ENERGY RESC:J\RCH AND DEVi:LO?!\lENT ADr,1lN!STRAT!ON 

WASHiNGTON, D.C. 20545 

JUN 1 6 1975 

Honorable James T. Lynn, Director 
Office of Nanagement and Budget · 

Dear 1'1r. Lynn: 

Transmitted here\vith is an Energy Research and Development 
Administr_ation legislative proposal to carry out the decision 
of the President to provide necessary goverrunent assistance to 
establish a co~petitive private . industry to provide additional 
increments of enriched uranium needed for commercial nuclear . · 
reactors in this country and abroad. 

The proposed legislation \-7ould amend Section 161 of the Atomic 
Energy Act of 1954, as amended, to authorize cooperative 
arrangements with private enterprise for the provision of 
facilities for the production and enrichment of uranium enriched 
in th~ isotope 235. 

Although the impact of the enactment of the proposed legislation 
upon the Federal budget is not at this time susceptible to 
precise estimate, it is believed that \-lith the assistance 

I 
provided und~r this legislation private capital can provide the 
funds necessary to the establishment of a competitive private . 
enrichment industry. 

He l·70uld eppreciate your advice as to \vhether "the proposed 
legislation is in accord \vith the program of the President. 

Sincerely, 

Robert C. Sea~ans , Jr. 
Admini s trator 

Enclosures: 
As stated 
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Honorable Nelson A. Rockefeller 
President of the Senate 
U. S~ Senate 

Honorable Carl B. Albert 
Speaker of the House 
House of Representatives 

The Energy Research and Development Administ_ration is pleased to 

submit for the consideration of. the Congress the enclosed draft 

bill to amend Section 161 of the Atocic Energy Act of 1954, as 

amended, to authorize cooperative arrangements with private 

enterprise for the provision of facilities for the-·productian 

and enrichment of uraniu~ enriched in the isotope 235. 

This proposal w·ould carry out the President.' s policy stated in 

his I:!essage to the Congress on June-~ 1975, to foster, through 

limited forQs of Government ~ssistance," the creation of a competitive 

yrivate industry to supply enriched uranium for the new nuclear 

power reactors which will be needed in the 1980's and beyond to 

help meet both domestic and foreign requirements for energy. The 

purposes _underlying this policy are stated fully in the President~s 

message and will not be repeated here. 

The Energy Itesearch and Development Adninistration, and its -rre-

decessor, the Ato~ic Energy CoTiUUission, have been conducting 

discussions over the past· several years Hith private companies 

interested in entering the uranium enrichment business. These· 

discussions indicated that various forms of Govern2cnt assistance 
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were prerequisites to private companies undertaking to design:. 

construct, ovn and operate such facilities, '~he.ther or not the 

technology employed \.Jas that of the gas centrifuge or gaseous 

diffusion process. Thus, .all prospective ·entrants into the private 

enrichment industry perceived a need for the. Governne.nt to furni$h 

certain technical assistance, classified infornation, and equipment 

. l.Jhich are not available from sources other than the. Government.; 

They indicated a need for fa~~lity performance. assurances,. mate.ria~s 

and equipment warranties. Hany .indicated a need· for Government 
I • 

I 

purchase> for a limited period and 'amount> of enriching services 

during initial operat~ons in order to service their debt and provide 

a return on equity should they not have sufficient customer demand 

during the initial period. All stated the need for Government 
.•. 

provision of enriching services from the Government stockpile to 

meet their commitments to supply their customers requirements should 

th~ir. facilit~es fail to commence operations as scheduled or for a 
I 

limited period suffer interruptions in operation. 

The basic characteristics of the uranium enrichment business include 

high capital intensity; long lead times for planning> engineering and 

construction; an economic environuent involving many uncertainties; .-

a technology which has been developed by the Government on a classified 

basis, is subject to rapid improvement, and has not yet been proven on 

a co;amercial basis; custoi!'.ers (electric pm.;er co1~panics) l-lhich arc 

regulated as to price, have a capital str~cture designed for mini~Rl 

risk, and \o~hich face unprecedented cetpital cm:uJitments. Under these 
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circm:~stances, nany prospective entrants asserted the need for 

Government assurances against certain risks to enable securing the 

lar~e nmounts of capital, both debt an~ equity, that 'tvould be 

required for such undertaking. For this purpose they sought: various 

forras of undertakings by the Government to acquire their equity 

interest in and to assume their obligations, liabilities and debt: 

arising out of their undertaking the design, construction, o~mership 

or initial operation of an enricl>.ment facility in the event they 

could not complete the enrichment facility or bring it into commercial 

operation. Assurance of such undertakings would, it. was believe~, be 

essential to attract sufficient private investment and orderG from · 

enrichment customers. 

The proposed amendment 'tvould enable the Energy Research and Development 

Administration to provide such assistance as is determined to be 

necessary and in the best interests of the Government after detailed 

negotiation with selected individual proposers of enrichment services. 

It would be the Governmentts intention in such negotiatio~s to make 

the most advantageous agreement for the Government and to place the 

largest risk on the private proposer consistent with the need to 

create several viable private enterprises to provide enric~~ent 

services. For this purpose there \-:ould be negotiated suitable and 

effective incentives to the private proposer to build and operate 

' 
an enrichment facility under specific costs and s chedules. In 

this ''a y, t h e r e \Wuld be established a competitive private domestic 

e~ricl~ent jndus t r y essential to support the nanifold growth in nuclear 
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pmo~er vhich is expected to take place over tlte next several decades. 

Appropriate Congressional oversight of each arrangement would be 

provided by requiring that the proposed basis for any arrangeGlent. be 

submitted to the Joint Committ-ee on Atoraic Energy and a period of 

forty-five days elapse prior to execution of any such arrangement. 

Inherent in the authorization which \vould be provided by this legislation 

is assumption of an obligation to provide enrichment services. However, 

it would not necessarily be required in every case that the Government 

complete or operate the facility if other provision can be made to 

meet the obligation, including, for example> transfers from the Govern-

ment stockpile or transfer to other enricP~ent plants capable of 

meeting contract requirements. Should it be desirable for the 

Goverr~ent to modify, complete, operate or dispose of and enrichment 

facility, a plan therefor \-lould be submitted:;. to the Joint Committee 

on Atomic Energy for a period of forty-five days prior to implementation. 

Appropriations 't-lould be authorized· to carry out the obligations and : I 
plans undertaken under the authority of this legislation. 

United States enrichment capacity must be increased to meet the 

grmving needs for nuclear po••er of the United States and the free world. 
: 

Should we not achieve the transition of responsibility for provision .· 

of enrichment services from Government monopoly to private industry, 

the Government will have to provide the needed increments of additional 

enrich.:nent capacity costing .several billions of dollars. 

Althoul;h the ii;:p.::!ct of the enactraent of tht: proposed legislation upOtl 

the Federal budget is not at this time susceptible to precise estimate> 

it is .:mticipat:ec! th<:!t private capit<!} c;m provide 

' 

f " 



; 
I 

I 

to the establishment of 2. competive private enrichment industry and 

it will not be necessary to exercise the obligations to complete 

and operace individual plant~. 

In accordance with Executive Order No. 11821, there is also enclosed 

an inflation i~pact assessment~ which concludes that the effects 

of the proposed legislation \vill be to minimize inflationary pressures 

as the economy and possibly to .lead to lo;.,rer costs than the alternatives 

of increased use of fossil fuels or expansion of Government enrichment 

facilities. 

In· accordance with the National Env~ronmental Policy Act, a draft 

environnantal impact statement on Additional UraniuQ Enrichment 

Capacity has been prepared as a _part of t~e planning process leading 
.;;-_ 

to thie legislative proposal. This statement will be submitted to 

the Congress in the near future and also released for public. commet1,t 

under expedited procedures approved by the Council on Environmental 

Quality. In connection 1.dth any particular plant which ll'.ay be built 

by private industry under the authority of this legislation, specific 

environ8ental impact · statc~ents for the plant concerned will-be 

submitted and considered in the licensing process conducted by .... .· 

·the Nuclear R~gulatory Com!nission. 

' The Energy Research aP..d Development Administration urges the Congress 

to consider and enact this legislation promptly. l·Je are prepared 

to apjJear before th~ ap?ropriatc Cm~.:nittee or Committees at their 
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earliest convenience and to furnish any inforr.wtion relating 

to this proposal vhich may be desired. 

The Office of Hanagement and Budget has advised that enactment: 

of this legislation would be in accord with the program of the 

President. 

Sincerely, 

Robert C. Seamans, Jr. 
Adr.linistrator 

Enclosures as stated 

1. Draft Bill 
. I. ~ 
I 

I 
I 
I 
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DR1\FT BILL 

To amend . the Atomic Energy Act of 1954, as amended, to 

authorize cooperative arrangements with private enterprise for the 

provision of facilities for the production and enrichment of 

uraniuQ enrich2d in the isotope 235, and for other purposes. 

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

of the United States of America in Congress assembled~ That: Section 

161 of the Ato:aic Energy Act o~ 1954, as amended, is amended by 

adding at the end thereof the follocving subsection: 

"x. (1). Uithout regard to the provisions of Section 3679 

of the Revised Statut~s, as amended, and Section 169 

of this Act, enter into cooperative arrangements 

with any person or persons for such periods of time 

as the Administrator of the Energy Research and 

Development Administration may deem necessary or 

desirable for the purpose of providing such assistance 

as the Administrator may deem appropriate and necessary 

to encourage and facilitate the design. 7 construction, 

otvnership and operation by private enterprise of 

facilities for the production and enrichment of 

uranium enriched in the isotope 235 in such amounts 

as "t·Till assure the cormnon defense and security and 

encourage widespread development and utilizatio~ 

of atomic energy to the .maximum extent consistent \V'ith 

the coTman defense and security and with the health 

and safety of the public; including specifically) in 

the discretion of the Ad~inistrator, 

furnishing technical assistance~ information, 

enriching services m3tcrials, and equipment on the 
. 

b~sis 0f recovery of cos ts; 

provi.djng Harrantics for m.1terials and 

cqtdp;:l £~ nt furnished; 

·. 
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pro7iding facility perfornance assurances; 

purchasing enri~hing sC!rvices; 

undertaking to acquire the interest of such 

person or persons· in, and to asscDe the .obligations 

and liabilities (including debt) o~such person or 

persons arising out of the design~ construction, · 

<Y.vnership, or operation for a defined period of an 

enrich~ent facility in the event such person or 

.pe~sons cannot complete. that enrichment facility 

or bring it into co~~ercial operation; and 

. determining to modify, co;nplete and operate that 

enrich~ent 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 and to the provision ~f 

appropriations (t-lhich are hereby authorized)· to ·fulfill 

the obligations undertaken under the authority of this 

subsection. 
\ 

(2) Before the Administrator enters into ·any arrangement 

or amendment thereto under the authority of this 

subsection, or before the Administrator acquires the 

interest of any person or determines to modify, or 

complete and operate any facility or to dispose.thereof, 

the basis for the proposed arrangement or amendment 

thereto uhich the Administrator proposes to execute 

(including the name of the proposed ~artieipating 

person or persons uith Hho;-n the crrangemcnt is to be 

made, a ecneral description of the proposed facility, 

the esti.r.~ated m;1ouut of cost to be incurred hy the 

partie j p~l t ing person en: p(:'t·s o;1s , the incentives imposed 

by the agreement: on Lhc person or persons to complete 

the f.::cil i ty <IS pl.Dnncd and o per;1 te it success fully 

a defined p~riod, and thl~ general featurcG of the· 

' 
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proposed arrangement or amendment), or the plan 

for such acquisition, modification, completion, 

operation or disposal by the Administrator, as appro-. 

priate, shall be submitted to the Joint Committee on 

Atomic Energy, and a period of forty-five days shall 

elapse while Congress is in session (in computing 

such forty-five days, there shall be excluded the 

days on which either House is not in session because 

of adjournment for mo~e than three days) unless the 

J oint Committee by resolution in -.;rriting waives the 

conditions of, or all or any portion of, such fo~ty-five 

day period: · Provided, hm~ever, that any such arrange

ment or amendment thereto, or such plan, shall be 

entered into in accordance \~ith the basis for the 

arrangement or plan, as appropriate, submitted as 

provided herein." 

' 
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E\'ALU.\TIG:'~ OF I:~ru:no:~.'.!ZY I>!"?ACT OF L:::GISLATIO~i 

Et\TERPRISE FOl~ THE Pl~OVISIO:·l OF FACILITIES FOR 

In accordaace \-lith the provisions of (1) Executive Order 11821 

requiring a statement which certifies thtit the inflationary iopact 

of r.~ajor proposals for legislation has been evaluated, {2) O:·m 

Circular A-107 t.lhich i~ple1>1ents Executive Order 11821~ and (3) the 

draft regulations of the ERDA, the undersigned hereby certifies 

that an . evaluation of the inflationary irnpact of the proposed 

lcgislntion to authorize cooperative arrange~ents tdth private 

entc.:-prise for the provision of facilities fo:r the p~cd'..lction and 

enric!l~!!ent of uraniur~ enriChed in the isotoPe 235 has be.~n tnade. 

I 

If the objectives of the legislztion are fully rc:!.lized, 1.-:e fcresee 
I 

the cstablisl~~ent of a cor:1petitivc pri\·at:e industry_ providing 

cnrich:-,!ent services on reaso:1~ble ten::s. This '\.:auld facilitate the 

fullest excrcis~ of the nuclc~r option and result .in a l3rge~ do=estic 

energy supply at lower cont to tl1e public. .If the legislation does 

not t!Cct '\lith this r::easun~ of success, the al ternativcs are eith~r 
i{5, ,._,n-t ,'L. . ct.....,( .. i,_f!A-'1..1-:5. 

to coatinuc ou1· hc~wy dent endence en foc:-sil •u.:!l"" o.,.. t·o con~·.-!t'.''''·· ". ->.... J... o,J ,... ... ; ""~ ;...,.'" , 

c.:nd c:xp<md, the. non.:>poly role of the Go,_.err.;::f!nt in the pro-.rision of 

Cl "-'~.. .,..., ~"' ,.~ Ci'l.t...J./,. '-11c •• e• ..... Lt to ro:~ly r~on~ h0::ivily on fossil 

' 
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cost for the A~eric~n co~su~er. If th~ CovernQent were to expand 

its cnrichcent operations to provide the additional services 

required, the costs of services might tippe::tr lower if no provision 

is made for the taxes, insur.:mce, risk, and other normal costs of 

private business operations. Assuning that capital costs of new . 

enrichment plants would ~e the. same in the private or public sector 

and given the expect-2-tions of increasing e{fi~iency in privately.:... 
~-;..2k i -t; ~ 

operated
1
,_facilities, ue conclt:de that the effects of this legislation 

\dll be to minimize inflationary pressures on the economy and 

possibly to lead to substantially lower costs than under. any othar 

alternative. 

Date: __ <0___,_/_\_3-+, _1_::::>_.,......._ Signature: ---------------------------
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DR..li.FT PRESIDENTIAL STATEHENT 

To the Congress: 

For the past t\-10 decades, the Federal Government has supplied 

all the fuel needed to pmo~er nuclear reactors in this country and 

for many commercial reactors elsewhere in the "t.forld. But the 

demand for nuclear fuel both here and abroad has grm"'n so vast 

that all our capacity is nm"' fully committed. Yet our needs and 

those of other nations for reliable electric energy sources will 

continue to rise sharply. Because it takes many years to bring 

ne"tv power plants and fuel sources into operation, we must plan now 

to· provide the means to be able to meet those needs. In my 

judgment, it is time to turn to American private enterprise to 

build and operate, under necessary safeguards, the nuclear fuel 

supply plants which will be essential in the future. If the 

GoverP~lent helps--in the right way--competitive private industry 

can do the job--and without significant costi to the Federal budget. 

I call upon the Congress today to give us the necessary authorization 

to get started. 

This nation is nmv engaged in a major effort to achieve a 

greater degree of self-sufficiency in the critical field of energy 

supply. He also are tvorking vigorously with the other oil consuming 

nations to reduce our alarming and grmving dependence on imports of 

foreign petroleum products. Fe\v areas of effort are. of. more vital 

importance to the health and prosperity of the Free l~orld. Together 

with other nations, we are engaged in major efforts to conserve 

and better utilize our energy resources, and develop near and long

term alternatives to imported fuels. 

Energy self-sufficiency will require us to explore many roads, 

and ,.,e cannot afford to overlook any of t~em. In the longer term, 

\ve mu s t develop and apply new technologi_cs based on virtually 

inexhaustible resources, such as solar electric energy, the harnessina 
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of nuclear fusion, and breeder reactors which are safe, environme~tally 

sound, .and reliable. We have developmental programs in all these 
' 

areas, but until \.Je know whether these promising technologies can in 

fact provide us with the energy He will need--and it \-Till be a long time 

before \-1e know--,.,e inust exploit other technologies to carry us 

through. Conservation in all forms, solar heating and cooling of 

buildings, greatly increased use of coal in solid, liquid _and 

gaseous forms, improved methods of extracting more gas and oil from 

our existing fields--all are going to be necessary. 

But it tak~s time for promising technologies to become widely 

used in our society. As we work to accelerate technological 

development, we need also to make sure our existing domestic energy 

supplies continue to grow to meet the demands placed on them. 

This means that, among other things, we must assure the continued 

growth of nuclear power. 

· If we are to preserve the nuclear option, then we·must move 

aggressively on a number of fronts. He need to accelerate our 

efforts to find new reserves of uranium that·can be economically 

mined. We need to stabilize reactor technology so we can design 

and build plants more quickly and economically. He need to 

improve our tttilization of reactor capacity. And \-1e need to manage 

more effectively the nuclear fuel cycle, f~om safeguarding the 

plutonium products of reactor operation to disposing of reactor 

wastes safely and forever. 

The Energy Research and Development Administration has programs 

in all these areas and is going to intensify them as integral 

parts of the comprehensive energy R&D plan it l-1ill shortly report . 

to the Congress. 

He must take the steps nm.;r to make nuclear energy available· 

for greater use over the next 25 years. Based on the past 10 years 

of experience, commercial nuclear po<:-1er has had an unparalleled record 

of safe operation. Nuclear pm-;rer no~-;r costs betHeen 25 to 50 percent 

less than electricity produced from fossil fuels. Nuclear power is 

not vulnerable to the whims or price decrees of foreign 

' 
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suppliers. · While plainly not the only source of energy, it is 

.nevertheless an essential clement of the total mix of energy 

sources necessary to meet the goal of greater self-sufficiency in 

the near term. 

This is a perception that is shared not only by the United 

States but by many other nations ai well. With this in mind, 

Secretary Kissinger at the Ministerial meeting of the International 

Energy Agency last month, highlighted the importance of moving 

urgently and decisively to ensure that nuclear power will indeed 

contribute to greater reliability of energy sources for major 

energy consumers and help all nations husband the world's supply 

of oil. 

An essential first step in fostering the continued safe grmvth 

of nuclear power is to ensure we have adequate supplies of nuclear 

fuel. Nuclear reactors run on uranium that has been slightly 

enriched from the concentrations that occur in nature. And ~ve in 

the United States have run out of capacity to=-'produce this essential 

fuel. 

For over 20 yea~s the United States Government has been the 

exclusive supplier, through its three enrichment plants, of the 

enriched uranium that is necessary to fuel nuclear power stations 

here and in many foreign countries. This fact is of considerable 

importance to our foreign friends, and accordingly we have 

consistently endeavored t6 be an attractive and reliabie supplier. 

We have felt a responsibility towards enabling other nations to 

utilize the benefits of nuclear ·pmver under secure and prudent 

conditions. We also have felt that our role as an enriched 

uranium supplier has been extremely important in inducing other 

nations to accept international safeguards and to fors1vear nuclear 

weapons. Moreover, foreign sa les have returned hundreds of millions 

of dollars to the United States. 

Uranium enrichment is an area in 'i.vhich He have been the \vorld 

leader, and our technology is the most proven and advanced in the 

r fi() 
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world. Our gaseous diffusion plants have run reliably for more than 

a quarter of a century ahd have seen many inprovements in their 

effie iency. 'He have under way tvo major improvement and uprating 

programs costing over $1 billion to increase their capacity over 

50 percent. A ne\v process, \vhich separates fissionable from non

fissionable uranium through the use of centrifuges, has been under 

intensive development for more than a decade and is nm..r also 

ready to be scaled up, demonstrated, and brought into commercial use. 

Although the U.S. is now committed to supply the fuel needs 

of several hundred nuclear power plants corning on the line by the 

early 1980's, we have, since August 1974, been unable to accept 

new orders for enriched uranium because our capacity--even with 

the projected increases--is fully committed. As a practical matter, 

plans cannot be made for private financing of ne\v domestic reactors 

without a reasonably assured source of enriched uranium. Potential 

foreign customers have _the same problem. An~,. since it takes at 

least 7-8 years to provide new enrichment plants, it is essential 

that the United States begin immediately to construct new.capacity 

if we are to preserve our ability to meet our total domestic goals 

in energy and our ability to meet our foreign responsibilities as 

a reliable supplier. 

For a number of years it has been the stated objective of the 

Executive Branch that new enriching capacity should be provided 

by the private sector, since electric utilities are served by these 

plants and since uranium enrichment is a function that is clearly 

industrial in nature. Furthermore, if ne\v enrichment plants can 

be provided by the private rather than public sector, this \vill 

reduce the pressures on the Federal budget for new construction 

monies amounting to billions of dollars. 

The development of a competitive, broadly based, private 

enrichment indus try, tvhich is our objective, also \rill provide an 

increased measure of assurance to all customers that the grm..rth 

of nuclear power w·ill not be inhibited by inadequate enriching 

' 
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capacity. It is one of the strengths of the American free enterprise 

system that it is able to consider and respond to unusual challenges 

and opportunities with ingenuity and vigor. This is what is now 

happening with respect to uranium enrichment. 

The technology of uranium enrichment is secret and shall 

remain subject to continued classification, safeguards and export 

controls. Hmvever, ·for several years a number of qualified U.S. 

companies have been granted access to the Government's work under 

carefully controlled conditions in order to make their own 

assessment of the commercial potential for private enriching plants. 

One group has chosen the \vell-demons tra ted gaseous diffusion 

production process. Several others are interested in the potential 

of the newer gas centrifuge process tvhich, though it is not yet in 

large production operation, is believed to possess advantages and 

to be ready for commercial application. 

The centrifuge process, which uses substantially less power 

than the older process, appears to be well suited to the creation 

of competitive industry, both because the individual plants can be 

smaller and more flexibly adopted to market demands, and because 

there is a continuing need for replacement components which can be 

made by many manufacturers. 1-lhile Government ·work is going on to 

develop other enrichment processes which may have some future 

applications, they are a long way from· practical reaiiza tion, and 

diffusion and the centrifuge nmv provide the only solid technological 

bases for meeting our near-term commitments. 

Eecause centrifuge technology cannot be implemented quickly 

enough to close the immediate gap in enrichment capacity, our next 

plant must be. of the gaseous diffusion type. One indus try group, 

Uranium Enrichment Associates (UEA), has presented a proposal to 

construct a $3 billion, privately financed gaseous diffusion 

e !• t ichment plant, capa ble of s erving about 90 large nuclea r pmoJer 

reactors both here and abroad, w·hen it becomes operation~l in the 

early 1980's. This project, if success ful, would meet the need for 

' 
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early ne•v capacity. He also have highly promising expressions of 

interest by several other companies in the construction of privately 

fina.nced commercial centrifuge enrichment plants. We are confident 

that there will be more than adequate market demand for the output 

from these plants including Government purchases as necessary for 

stockpile purposes. 

I believe •v-e must move nmv on both fronts to encourage private 

entry into the enrichment business. We should build a private 

gaseous diffusion plant to provide the urgently needed first 

increment of capacity, and we should simultaneously embark on 

building a centrifuge industry with several suppliers. Only in 

this r,.;1ay can \ve open the U.S. order book promptly, reassert our 

position as the ·world's major supplier of enriched uranium, and 

develop a competitive private enrichment industry. 

Nevertheless, there are some difficult hurdles to be overcome 

that w~ll require a unique kind of cooperative arrangement bebween 

Government and industry during a transitionat' period~ This is 

required because of the very large capital requirements and long 

payouts for plants of such large size and complexity. It also is 

needed because the technology is and must remain secret, and 

because the process "know-how" presently rests within the Government. 

Moreover, the Government has a vital interest in assuring that these 

projects do, in fact, perform as expected and are able to meet their 

commitments to domestic and foreign customers on a timely basis. 

Accordingly, at my direction, the Energy Research and Development 

Administration \~ill, within the next few days, submit · to the Congress 

proposed ne~ legislation that will permit the necessary degree of 

Government support to private enriching projects. On the basis of 

the proposed legislation, the Energy Research and Development 

Administration \vill enter into immediate detaf1ed negotiations with 

Ura nium Enrichment Associates, and \vith pros pective centrifuge 

enrichers after more definitive proposals are received in response 

' 
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to a Request for Proposals issued today. It is my-desire that 

several centrifuge projects proceed in parallel as rapidly as 

selection of companies can be made and details negotiated. 

Although enactment of the legislation is necessary now as a 

clear signal of our national intent, details of the finally 

negotiated packages ••ould be subject to Congressional scrutiny in 

the next session of Congress. I anticipate minimal budgetary impact 

during FY 1976 and, although future years cannot yet be predicted 

with absolute assurance, it appears likely that our involvement 

can be achieved lvithout significant future demands for federal funds. 

Under our proposed arrangements significant opportunities for 

foreign investments in U.S. private plants lvill be Helcomed, 

although the plants will remain firmly under U.S. control, and 

there will be limitations on the amount of capacity each plant can 

commit to foreign customers. Also, all exports of the plant 

products will, as in the past, have to take place pursuant to 

Agreements for Cooperation \vith other Nations and \vill be subjected 

to appropriate safeguards to preclude use for other than agreed 

peaceful purpos.es. Foreign investors and customers \vould not have 

access to secret technology. In addition, the fuel produced would 

be suitable only for commercial power reactors, and no Heapons 

grade material could be produced \·7ithout substantial modification 

to the plant, which would be readily apparent to any monitor. 

We believe the factors I have mentioned underscore the urgency 

Of prompt action in this area. They also highlight the need for a 

Government contingency backup to the private plants that are 

contemplated. There is only a minimal possibility that the proposed 

private plants, starting with the initial gaseous -diffusion plant, 

\vill not come on stream. After all, \ve have more than 25 years' 

experience with the U.S. diffusion process, and it is the most 

proven enrichment process in the world. We also feel confident 

that U.S. centrifuge technology lvill prove to be commercially 

, 
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reliable nnd economic. And -.;v-e believe that Hhen submitted for 

necessary revietv, the potential suppliers Hill meet all licensing, 

anti-trust, and environmental requirements. 

However, in the remote event that the proposed priva te plants 

cannot be properly initiated or cqmpleted, our legislative package 

\•Tould enable the Government to stand fully behind the private 

fuel assurances that \vill be given to domestic and foreign customers. 

I am confident that the U.S. private sector is equal to the 

challenge I am laying before it today. But lest there be any 

doubt that potential purchasers of enriched uranium can begin to 

deal today with U.S. indus try for assured sources of supply, I 

offer these additional assurances. 

First, I have instructed ERDA to continue design of a Government 

enrichment plant, in the remote event that industry falters• This 

Government backup will ensure the U.S. has ne\v plant capacity by 

the 1980's. 

Second, as part of its design vork, ERDA will purchase from 

UEA services for the design of components common to both the 

private and Government plants. This action will help ensure that 

work on the private plant can begin promptly. 

Third, I pledge to anyone that places orders with our private 

suppliers that the USG will--in the unlikely event that the private 

venture fails-- assure that these orders will be filled. Those who 

are first in line <:vith our private sources ·will be first in line 

to receive supplies under this assurance. 

Finally, I will shortly propose to the Congress that prices 

for Government- supplied enriched uranium be set to r ecover our full 

costs on an unsubs idized b asis. This step will, I b e lieve, under

score the essentially commercial nature of producing enriched uranium. 

The program I have proposed takes maximum advantage of the 

strength and res ourcefulness of i ndustr y and Governmen t in t he 

United States and the ,;v-orld leaders hip ·c;.re now enjoy in a ne\v and 
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increasingly significant technology. It builds upon that base. in 

a vray ~vhich promises to maintain that leadership in the face of 

vigorous competition brom abroad. I ask the Congress for early 

authorization of the program to meet our urgent needs and to 

demonstrate to the \vorld our determination to pursue energy self.:. 

sufficiency. This action is urgent if we are to maintain our 

posit ion of tvorld leadership in enriching technology, if we are to 

remain a responsible and reliable supplier of enriching services, 

and if we are to closely collaborate with the other major oil 

consumers as tvell as with all nations seeking to develop alternative 

energy sources. 

, 
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FACT SHEET 

URANIUM ENRICHMENT 

6/19/75 
DRAF'r 

The President today announced administrative actions and 
a legislative proposal to (a) increase the United States• 
capacity to produce enriched uraniuio to fuel domestic and 
foreign nuclear power plants, (b) retain U.S. leadership 
as a world supplier of uranium enrichment services and 
technology for the peaceful use of nuclear power, and 
(c) assure the creation, under appropriate controls of a 
private, competitive uranium enrichment industry in the 
U.S. -- ending the current Government monopoly. 

BACKGROUND 

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

U.S. capacity for enriching uranium, which now supplies 
all domestic and most free world needs, consists of three 
Government-owned plants, located at Oak Ridge, Tennessee; 
Paducah, Kentucky; and Portsmouth, Ohio. 

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

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

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

Several industrial firms have sought to enter the uranium 
enrichment field but all have found that some type of 
Government assistance is needed to overcome the initial 
obstacles to private industry-involvement. 

, 
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PLAN ANNOUNCED BY THE PRESIDENT 

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

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

The U.S. maintains its role as the principal world 
supplier of uranium enrichment services and nuclear power 
plants 

Our economy and our world trade position. 
Our ability to return to the position of a major world 
supplier of energy for the future. 
Our efforts to obtain the commitment of additional 
nations to principles of nuclear non~proliferation. 
Our cooperation with other major oil consuming nations 
which are looking to nuclear power to help reduce 
their dependence on foreign oil imports. 

All future increments of capacity will be built, financed 
and operated by private industry -- rather than by the 
Federal Government -- so that a competitive industry will 
exist at the earliest possible date and with little or no 
cost to taxpayers. 

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

Principal Elements of the Plan. 

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

These arrangements would provide for certain types of 
assistance found to be necessary after detailed nego
tiations with firms submitting proposals. 
Negotiations would be directed toward the agreements 
most advantageous to the Government and the public 
interest and with the largest risk to the private 
firm that is consistent with the objective of creating 
a private, competitive uranium enrichment industry. 

,., ...... r;;~ 
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Arrangements could include: 

Assuming of assets.and liabilities of a private 
uranium enrichment project if the venture threatened 
to fail -- at the call of the private venture or the 
Government, and with compensation to the private ven
ture ranging from full reimbursement to total loss of 
its equity interest, depending upon the circumstances 
leading to the threat of failure. 
Assuming the delivery of uranium enrichment services 
to customers placing orders with private enrichment 
firms that enter into the proposed contracts with the 
Government. 
Supplying Government-owned technology and warrant that 
technology -- for which the Government will receive 
royalty payments. 
Selling certain materials and supplies which, because 
of their class ied nature, are available only from 
the Federal Government. 
Buying enriching services from or providing enriching 
services to private producers from the Government 
stockpile to accommodate an earlier or later than 
planned plant start-up date. 

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

The arrangements would end after one full year of 
commercial operation. 

The Government would monitor progress carefully to be 
sure that the project continued on time and within cost 
estimates so that the Govermnent could exercise its right 
to take over the project if necessary without any signifi
cant loss of time in getting the plant on line. 

Assurances for Customers. The President announced his pledge 
to domestic and foreign customers who place orders with pri
vate U.S. suppliers that the Government will assure that 
the orders will be filled as services are needed. 

Arrangements contemplated with private industry would 
assure that additional capacity will be on line when 
needed, with the Government taking over projects and 
completing them, if necessary. 

Orders placed with private firms will be filled in the 
order in which they are placed, with the Government pro
viding the enrichment services in the unexpected event 
that a private venture failed. 

' 
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Controls and Safeguards. The President announced that all 
necessary controls and safeguards will be maintained in all 
arrangements with private firms. Such controls and safe-

'guards include: 

Preventing the Diversion of Nuclear Materials. The domestic 
and international safeguard requirements will be observed 
including: 

Restrictions on foreign access to classified technology. 
Export controls to assure that uranium enrichment 
services are provided only to customers in foreign 
nations that have signed the Non-Proliferation Treaty. 
Plant physical security measures. 

Foreign Investment. Foreign invesb~ent in private uranium 
enrichment ventures will be encouraged but control and 
domination of the venture must remain with U.S. interests. 

Environmental Impact, Safety and Anti-Trust. Private 
ventures wishing to build plants will have to obtain 
from the Nuclear Regulatory Commission (NRC) a construc
tion permit and an operating license. As a part of its 
review, the NRC must evaluate environmental, safety and 
anti-trust considerations as well as assure the safe
guarding of nuclear materials and that control of firms 
remain in the U.S. -- as now required by the Atomic Energy 
Ac~. The Justice Department participates in the review 
of anti-trust considerations. 

IMPLEMENTING ACTIONS 

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

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

Request for Proposal for Centrifuge Plants. ERDA is 
issuing a new request for proposals from industrial firms 
interested in constructing enrichment facil making 
use of centrifuge technology. 
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Environmental Impa_s::t Statement. ERDA will on June 30 
issue for public review and comment a draft environmental 
impact statement covering its actions concerned with the 
expansion of uranium enrichment capacity. 

Contingency Planning. ERDA will continue with backup 
contingency measures to help assure capacity will be 
ready in the unlikely event that industrial forts 
falter. These measures include continuation of Govern
ment plant conceptual design activities, research and 
development on enrichment technologies, and technological 
assistance to the private sector on a cost recovery ba s. 

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

SPECIFICS OF THE LEGISLATIVE PROPOSAL 

The Congressional actions necessary to allow the private 
industry plan to proceed would involve several steps: 

Authorizing Legislation. The legislation proposed today by 
the President includes: 

Basic Enabling Authority which: 

Would allow for ERDA to enter into cooperative 
arrangementsoutlined earlier with firms that wish 
to build, own and operate uranium enrichment fac
ilities -- subject to the availability of appro
priation authorization. 
Provide authorization for appropriation for amounts 
up to $4.2 billion -- which is an estimate of the 
total funding expenses in the unexpected event that 
all expected diffusion and centrifuge ventures iled 
and it were necessary for the Government to assume 
assets and liabilities of these ventures and take
over those plants. The Administration's expectation 
is that none of these funds would have to be expended, 
but the authorization is necessary under the recently 
enacted Budget Reform Act and to provide assurance to 
customers and to potential producers of the Federal 
Government's commitment. 

Contract Authority-Appropriations Request. This portion 
of the bill, which would be handled by Appropriations 
Committees, would provide the contract authority for{-::-0- ·"" 

- · ~· r Rl'·, 
~ 

"' "'': 
\~. 
\'4-'· ; 
-.• ,.,.~· 

' 



- 6 

appropriations in an amount up to $1.2 billion which is 
the maximum Federal Government exposure in the event that 
it were necessary to assume assets and liabilities for 
the proposed $3.5 billion diffusion plant. Again, expen
diture of these funds is not considered likely. 

Review of the Contracts. Once contracts were negotiated 
pursuant to the legislation outlined above, the Joint 
Committee on Atomic Energy would be notified and a period 
of 45 days would have to elapse before the contract would be 
valid -- to allow an opportunity for Congressional review of 
the results of ERDA's negotiations with private firms. 

DEVELOPHENTS LEADING TO THE PRESIDENT'S PLAN 

U.S. Leadership in Uranium Enrichment Technology. The United 
States is the recognized leader in technology for refining 
or 'enriching" natural uranium to a form that can be used to 
make fuel for nuclear power reactors was developed and is 
owned by the Federal Government. Natural uranium contains 
only a small amount (approximately .7%) of the fissionable 
isotope U-235. In order to be useful to make fuel for 
nuclear reactors, the concentration of U-235 must be increased 
to about 3-4% through a process of separating off other isotopes. 
The technology was developed and is owned by the Federal 
Government. Certain details of the technology are classified. 
Principal U.S. technologies are: 

Gaseous Diffusion. This technology which is now used 
in the three existing government-owned enrichment plants 
was developed in the 1940's. Over 30 years of large 
scale operating experience and process improvements has 
made the technology the most reliable and economical 
now available for commercial scale operations. There is 
general agreement that the next increment of capacity 
should make use of this technology. 

Gas centrifuge. The gas centrifuge process of uranium 
enrichment provides an alternative to gaseous diffusion. 
If the projected economics of the process are realized, 
gas centrifuge may be a preferable process for the future. 
Full operation of a Government pilot plant is scheduled 
for early 1976. This technology probably will be used as 
subsequent increments of commercial capacity are added. 

Laser Separation. ERDA is conducting a basic research 
program to determine whether this technology is tech-
nically or commercially feasible. It is too early to 
make judgments, and in any event, the technology would 
not be available in time to be used for the next several 
increments of needed enrichment capacity; 

, 
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Existing u.s. Capacity. The three Government-owned uraniu~ 
enrichment plants will, when currently authorized expansion 
is completed, have the capacity to produce enriched uranium 
needed to fuel about 320 large nuclear-powered electric 
generating plants in the U.S. and foreign countries. 

The Growing Market. Current es~imates are that the U.S. 
will require added enrichment capacity equal to 3 to 5 plants 
the size of any one of the three existing plants and that 
added capacity for total free world demands will equal 5 
to 7 existing plants. 

Potential Foreign Suppliers. The principal existing capacity 
for enriching uranium outside the U.S. is in the Soviet Union. 
A French diffusion plant (Eurodif) is expected to begin pro
duction in 1979 and its capacity is reported to be fully 
committed. A British-German-Dutch consortium (Urenco) plant 
will also begin operation in 1979. Additional plants are 
being discussed by France, Canada, South Africa and Australia. 

The Program to Develop a Competitive Industry. The Atomic 
Energy Act of 1946 provides that "the development, use and 
control of atomic energy would be directed to ... strengthen 
free competition in private enterprise". An Executive Branch 
policy and program to encourage private industry to build the 
next increments of uranium enrichment capacity was announced 
in June 1971. Beginning in 1973, the Atomic Energy 
Commission {AEC) asked private firms to consider building, 
owning and operating enrichment plants and granted quali-

ed U.S. firms access to classified aspects of the 
Government's work, under carefully controlled security 
conditions, in order that they might make their own assess
ment of the commercial potential for private enriching plants. 
A number of firms responded to the invitation from which 
several consortia have emerged which are interested in 
pursuing the possibility of building enrichment plants. 

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

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

Obstacles to Privatization. All firms interested in building, 
owning and operating a private plant have concluded that some 
form of Government assistance is essential to begin the 
transition to a private competitive industry. Among the 
factors that have contributed to this conclusion are: 

The complexity of the undertaking, including the Federal 
ownership and the classification of the technology. 

The large financial commitment required. 

The inherent difficulties of ending a Government monopoly. 

The recent financial situation of U.S. electrical utilities 
which are the customers for a plant. (Their long term 
contracts for uranium enrichment services must provide 
part of the security for the long term financing required.) 

Some uncertainty as to the Government's commi·tment to 
achieve privatization. 

Alternatives to Privatization. The principal alternatives 
to an immediate effort to acheive privatization include: 

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

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

A thorough review indicated that many of the concerns that 
had been expressed about one alternative or another applied 
to and can be dealt with almost equally for all alternatives. 
These include: 

The ability to have the next increment of capacity on line 
when needed (now estimated about 1983). 

Controls and safeguards involv~ng classified technology 
and non-proliferation of nuclear materials. .~·0 ,;:-··· 
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Customers for the next increment, which are expected to 
be primarily foreign. 

The ability to accommodate foreign investments in an 
enrichment plant. 

This review led to the conclusion that the task of explaining 
and implementing the plan for achieving a private industry 
would be difficult and that a substantial effort would be 
required by both the Congress and the Executive Branch, but 
that the benefits of privatization justified the effort. The 
benefits of privatization include: 

Little or no cost to taxpayers - compared to Federal 
funding of $10 to $15 billion for the next 3 to 5 plants 
which funds would not be recovered to the Treasury for 
many years. Under the President's plan, revenue of about 
$90 to $100 million per plant per year would flow to the 
Federal Treasury from industry, principally from royalty 
payments and taxes. 

An early end to the Government monopoly in a type of 
commercial activity that is typically performed by pri
vate industry. 

The growth associated with this industry will be in the 
private sector rather than the Federal Government. 

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

Centrifuge Enriching Projects -- Request for Proposals. 

,· ..... fop 
In August of 1974 the Government announced a program;;.~· -,·-~ 
expected to lead to several relatively small industrj; 
constructed demonstration projects. \~ 

\''~, 
. d \ Gas centrifuge technology has not yet been appl1e on a"""'_". 

production scale sufficient to permit full industry 
commitment to large plants. At least three companies 
are interested in undertaking private centrifuge enrich
ing projects now which would be scaled up progressively 
from small demonstration modules to projects of 2-3 million 
units per year capacity at which point the economies of 
scale for centrifuge enriching are expected to be largely 
realized. 

, 
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A government-industry cooperative arrangement similar to 
that required for the UEA diffusion project may be 
required. 

A Request for Proposals for this program which extends 
and elaborates u~on the earlier program was issued today: 

Proposals will be due on September 2 and it is the 
Government expectation that several proposals could 
be accepted to proceed more or ss in parallel with 
each other and with the UEA project. 
Proposers will describe their proposed project in 
detail, including plant design, size, location and 
schedules and specify the type and magnitude of 
Government support necessary to proceed. 
Small initial modules, perhaps 200-300 thousand units 
per year could be in operation in the early 1980's 
with 2-3 million unit commercial scale plants achieved 
in the mid-1980's on a time frame consistent with the 
growth of the market. 

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

The simultaneous development of several centrifuge 
enriching projects in the same time frame as installation 
of gaseous diffusion capacity helps assure development of 
a private, competitive enriching industry and of the 
maintenance of U.S. world leadership in this field. 

OTHER ACTIONS RELATED TO URANIUM ENRICHMENT CAPACITY 

Increasing ERDA's Charge for Uranium Enrichment Services. 

The President announced in his 1976 Budget his intention 
to submit legislation to the Congress to raise the price 
of enrichment services from ERDA-owned plants. The new 
price would be established to not only recover the 
Government's costs, but to place the pricing of Government 
enriching services on a more business-like basis and thus 
to encourage private sector interest in building enrich
ment facilities. This new price would be calculated using 
a rate of return on investment more appropriate of the 
private sector than the Government's rate of return and 
would account for the loss of corporate income taxes. 

This legislation was submitted to the Congress by ERDA 
on 

, 
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The current price charged by ERDA for uranium enrichme~t 
is based on a statutory formula which says that ERDA's 
charge must be established on the basis of the recovery 
of the Government's costs over a reasonable neriod of 
time. Application of the formul~ has result~d in a 
present charge of between $42 and $48 per separative 
work unit (SV.TU) depending on the type of contract a 
customer has with ERDA. This price will rise by the end 
of 1975 to $53 and $60 per unit. These prices reflect 
the low cost during the 1940 1 s and 1950's primarily for 
military purposes. These prices are much lower than the 
quoted world market prices of enrichment services of 
between $75 to $100 per unit. 

Contract Relief for Current ERDA Enrichment Customers 

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

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

In order to free both ERDA and the enrichment customers 
from unrealistic commitments, ERDA, with the concurrence 
of the Joint Committee on Atomic Energy (JCAE), intends 
to announce that it will: 

Grant customers the right within a 60-day period to 
serve notice that they \vish to terminate their con
tract in whole with no cancellation fee and with 
refund of any payments. 
Permit for those not wishing to terminate in whole a 
one-time adjustment of contract commitments, without 
cost of charges for partial termination. 
Permit a similar one-time adjustment of the rate at 
which uranium feed should be sent to the enriching 
plants to coincide in part with the slipped enrichment 
requirements. 

These actions would: 

Achieve a larger U.S. stockcile of enriched uranium 
to be used as an inventory 1:~-1ich ldould support the,.-; .. ·"fG;··. 
new private uranium enrichment plants with backup,, ... ~· ··; f.:.· . 
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enriched material, should any delays occur in their 
operation. 
Establish a more realistic data base for evaluating 
future domestic and foreign enrichment requirements. 
Grant short-term financial relief to the utility 
industry. 



ATTl\CHMEN'I' # 1 

SUI~1ARY OF THE URANIUM ENRICHf"1ENT 
ASSOCIATES(UEA) PLAN AND PROPOSAL TO ERDA FOR 

A COOPER.l\.TIVE ARRANGEMENT 

Physical Description of Proiect. 
----------------'~----

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

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

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

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

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

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

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

The plant will be processing and upgrading natural 
uranium and thus will have essentially no radiation 
hazard. It will be similar to a large chemical and 
materials handling plant except that the product mat
erial will be much more valuable. 

Financial Structure of UEA Project. 

UEA. expects that two to six companies in addition to 
Bechtel and Goodyear will comprise the consortium that 
will undertake the project. These companies are expec
ted to be identified within the next few months. 
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Based upon marketing efforts to date, UEA projects about 
40 percent of plant capacity will be taken by U.S. domestic 
utilities and the balance by non-u.s. organizations in 
countries with which the United States has Agreements 
for Cooperation permitting the transfer or disposition 
of enriched uranium. (Under the Atomic Energy Act voting 
control for such a project must remain in the hands of 
the United States investors .at all times and the project 
is so structured. The secrecy of the process will be 
protected and foreign customers or investors will not 
have access to classified technology or information.) 

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

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

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

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

A 3 percent royalty on gross sales would accrue to the 
Government for use of taxpayer-developed technology. 

Customers. 

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

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

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

UEA has proposed that the Government: 

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

UEA has also proposed that: 

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

All of the above forms of backup assistance would be 
subject to detailed contract negotiations and would require 
extensive Government rights and responsibilities with 
respect to the character of the project design and con
struction. Though certain contingent forms of Government 
financial support to the project could be required, UEA 
believes that this is unlikely and that the project can 
be completed within the private sector. Under these 
conditions there would be no net expenditure of 
ment funds. 

•.:· 
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ATTACHMENT # 2 

Uranium Enrichment as Part of the Nuclear Fuel le 

The attached chart depicts the nuclear fuel cycle for 
Light Water Reactors, (the type of reactors mostly com-
monly used in the u.s.). About 97<::.; of reactors 
obtaining enrichment services from the ERDA gasious dif
fusion plants are Light Water Reactors; a similar fuel 
cycle sts for the other present reactor type -- the 
High Temperature Gas Cooled Reactor. 

Prior to the enrichment step, uranium is mined from the 
earth's crust and sent to a mill where uranium concentrate 
is produced. This concentrate is often referred to as 
yellowc , or by its chemical symbol, u3og. There are 
14 mills presently operating in the U.S. The uranium 
concentrate is then sent to a converter where it is con
verted to uranium hexafluoride, or UF5. This is the only 
simple form of uranium that can be gaseous at conditions 
near room temperatures and pressures. There are two 
UF6 conversion plants operating in the U.S. 

The uranium hexafluoride is then sent to an uranium en
richment plant. There are two processes under considera
tion for commercial use in the U.S. -- the established 
gaseous diffusion process, used in the ERDA plants, and 
the newer gas centrifuge process. The UEA will use the 
gaseous diffusion process. In the process, the uranium 
hexafluoride gas is pumped through a semipermeable mem
brane. The desirable fissionable isotope, U-235, diffuses 
through the membrane more readily than the nonfissionable 
isotope, U-238. A stream depleted in U-235 is collected 
from the plant and sent to storage. A stream enriched 
in U-235 is collected from the plant and sent to a fuel 
fabrication plant. In this plant, the uraniurn is con
verted to pellets of uranium dioxide, uo2 , and placed 
in zirconium tubes. The tubes are assembled into bundles 
and sent to nuclear power plants. Seven U.S. companies 
are involved in the fabrication of nuclear fuel. 

After the fuel is used in the nuclear power plant, it is 
discharged and allowed to cool in a large water basin at 
the plant. The spent fuel will then be sent to a chemical 
reprocessing plant. In this , the uranium and reactor-
produced plutonium will be separated from the highly 
radioactive products generated while the fuel is in t~~-
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nuclear power plant. The radioactive wastes in proper 
form will be sent to a repository. The recovered uran
ium will be converted again to the hexafluoride and re
inserted into the enrichment: plants for reenrichment. 
Plutonium is also a fissionable material that can be used 
as fuel in a nuclear power plant. If use of the pluton
ium is granted by the Nuclear Regulatory Coim:tission, it 
would be sent to the fuel fabrication plants; there it 
would be mjxed with the uranium and formed into pellets 
for nuclear power plant fuel. There are currently no 
commercial chemical reprocessing plants operating in the 
u.s; one plant is shut down for modification and another 
is under construction. 

Nuclear power plants require nearly a fixed amount of 
fissionable material in order to operate. If the capa
city of an uranium enrichment plant is completely utilized 
under a set of operating conditions, and more power plants 
and thus more fuel is needed, more uranium could be mined, 
milled, converted, and pumped through the enrichment plant. 
However, if the necessary uranium could not be found in 
the earth's crust, additional uranium enrichment capacity 
would need to be built. Similarly, if nuclear power plants 
had planned on using plutonium to satisfy part of their 
fuel needs and it was not possible to use the plutonium, 
aqditional enriched uranium fuel would have to be obtained. 
This fuel could be obtained by mining, milling, converting, 
and pumping more uranium through an enrichment plant. Or, 
as above, if the necessary uranium could not be found, 
additional uranium capacity could be built. 
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URANIUM ENRICHfvlENT 

QUESrriONS AND ANSI.vERS 

1. Why Privatization? 
2. Why Privatization Now? 
3. Why Government Assistance? 
4. Cut Off Date? 
5. Did the President Overrule Kissinger and Seamans? 
6. Unanswered Safety and Environmental Questions 
7. NRC Safeguards and Safety Controls 
8. Foreign Investment ~'Hthout Foreign Control 
9. Foreign Customer Conditional Contracts .with ERDA 

10. u.s. Share of the Free World Market 
11. Payments by Industry for Government-owned Technology 
12. What Happens if a Private Plant Isn't Licensed? 
13. What Happens if a Private Plant Doesn't Work? 
14. Does UEA have Customers? 
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\\THY PHIVATIZA'I'ION? 

Question: 

ERDA (and AEC before it) is doing a good job of supplying 
uranium enrichment s. not simply continue the 
present arrangements and build new Government facilities 
ra·ther than set up a complicated neH arrangement? 

Ans\ver: 

First, the provision of uranium enricl"ment services is 
now essentially a co~nercial/industri activity, not 
inherently a Government type of activity. There are 
many activities ~·;rhich only the Government can properly 
perform, but uranium enrichment is not one of them. We 
should not continue to expand ·L:hese Governmental respon
sibilities within our economic system when private industry 
is able and Hilling, under appropriate Government licen;;ing, 
to provide the service. Indeed, the Atomic Energy Act, 
'l.vhich is also applicalbe to ERDA, declares in its state
ment of policy in Section 1 that 

11 The developmen·t, use and control of atomic 
energy shall be directed to ... strengthen free 
competition in private ente:cprise. 11 

Second, involving major U.S. firms and based on compe
tition, should display the initiatives which will best 
meet national goals in terms of assuring innovation, con
tinued growth of the industry to meet domestic needs, and 
maintaining a dominant position for the U.S. in inter
national supply. Also, the private venture will generate 
substantial revenues to the Treasury through payment of 
Federal income taxes and royalties for Government-owned 
technology. 

Third, within the next 15-20 years, the U.S. must quad
ruple s present enrichment capacity. The new capa-
city could cost well over $30 billion in capital costs 
alone. This is without any allowance for inflation (which 
could raise the cost to $45-60 llion by the end of the 
period). Even though these costs would be recovered over 
a period of 30 years, this is an avoidable financial burden 
which the Government should not~be expected to bear wlten 
private industry is v1illing to assume the responsibi~i ·- .' ...... 
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vvHY PFGVA'1'IZNI'ION NOI'\1? 

stion: 

Private involvement seems like a good in longer 
term, but why not build another Government plant now and 
bring private try for subsequent increments of 
capacity when the new gas centri technology is ready 

use? 

Ans\ver: 

There are several reasons for moving to private en·try 
immediately: 

First, private enterprise has already demonstrated its 
capability to the job in that the present Government 
plants 'dere build and are operat:ed by private companies 
under contract to the Government. 

Second, a substantial preparatory effort, funded by private 
industry, to undertake the job of constructing the next 
increments of U.S. capacity has been underway for the last 
several years. 

--The UEA venture, based on the diffusion technology, 
is the first of these to reach the stage of in
dustrial commitment to construction and contracting. 
UEA has· lined up nu.rnerous potential customers, both 
foreign and domestic, and it has made detai plans 
to proceed, including options on land and electric 
power. 

--Additional private efforts based on the newer 
centrifuge technology are being put together by 
other private companies in concert with interested 
u.s. utility companies. Substantial momentum has 
been generated and it is time to get started in 
order to realize the benefits of this industrial 
initiative. 
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rd, the above vate activities and ial invest-
ments were the result of an invitation to industry at 
large issued by the Execut Dranch, bcginn in 1971 
and rcemnhasi in 1973. If the Government 
move now'"to support the first outcome of this 
round of activity, it is likely that future pr 
ures cal for by the Government in the energy 
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will substantially ~iscouragcd. The UEA venture will 
not O:'~~l_y fulfill immediate needs but will also serve to 
"break ·trail" subsequent ventures using a lE:~ss proven 
technology. 

Fourth, support by the Government subsequent private 
increments of centrifuge c i an essential and 
integral part of the Adrnini 's pL::m. When re-
sponses to the current Request s are received 
on the centrifuge approach in is expected 
that a number of such p:cojects be selected to 
proceed, essent lly in parallel to UEA. Approval of the 
UEA approach will, however, provide firm assurance now 
of future U.S. cap2city lving the minimwn degree of 
technological sk allowing firm contracting with 
domestic and foreign customers to proceed promptly. 

.. , 
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WHY GOVEHl\JivlEN'T ASSIS'l'c:\r:JCE? 

sticn: 

Nhy should it be nec(~ssary r the Government. to provide 
any assistance to get ivate industry to get involved in 
uranium enrichrrr:e:;nt'? Why not just "unleash" industry and 

them move alH~ad? 

Ans-;,ver: 

Despite many years of successful operation of Government
mvned plants, uranium enrichment ha~;; no com.tuercial i vatc-
sector history. Mawprocess ils must remain classi-
fied. Under SE: present conditions, com..c'1terc lenders 
are unwi ing to consider sking the large amounts 
required for this capital-intensive activity, without 
credible assurances that the plant will perform. 

First, technology is owned by the Government and a 
substanti royalty will be paid for its use by the priv
ate sector. It is reasona.ble that the Government should 
warrant that the technology will work and be prepared to 
back this warranty up with assistanca in th~ unlikely e
vent that problems are encountered. 

Second, the Government would actually supply, on a cost 
recovery basis for the UEA venture (and may be asked to 
supply for the expected centrifuge ventures) key pieces 
of classified equipment upon which the plant performance 
depends. 

Third, foreign governments and domestic and foreign ap
propriate Government measures are needed to assure elec
tric utility customers that their orders for nuclear fuels 
vlill be filled. This turn is essential to meeting the 
growing domestic demand for electricity, a substantial 
part of ·which must be met from nuclear power if \ve are 
to reduce our dependence on foreign oil, and to assuring 
that the u.s. maintains its leadership role in the supply 
of enrichments services abroad in the rapidly growing 
international market. 

Fourth, the only present source of back up supplies of 
enriched uranium large enough to back-stop the initial 
period of operation of neH plants is the sting Govern
ment stockpile of this material, produced in the existing 

Government plants, and in pilrt accumulated to serve ex
actly this type of contingency support purpose. 
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CUT OFF-lJZ\ 'i'.E? 

Qu~~~-;t.ion: 

Is there a specified "cut-off" date when, if t:hc UE?\ 
project seemed to falter, th~ Government would decide to 
seek authorization and appropriations for an add-on dif
fusion plant at Portsmouth? 

First, the risk of UEA failure is considered very small. 
Second, there is no one specified, pre-set date for such 
a decision. The approach that has been selected by the 
President calls for a. xnajor COlLLrnit·tmcnt to assure priv
atization of the next increment of capacity, and the full 
efforts of the Executive Branch will be devoted to assure 
the success of the approach. 

The approach contemplates very close monitoring by the 
Government at all stages to assure that the Government 
could step in if the privatization effort threatened to 
fail -- an event that is considered very unlikely. This 
close monitoring will prevent any significant loss of 
time, if something were to go wrong, and thus assure that 
additional capacity can be brought on line by the time it 
is needed in the 1983-84 time period. 

If the Government had to step ·in, the question of the 
plant that would be built (5 million unit add-on plant, 
or a 9 million unit free-standing plant) would depend on 
when intervention proved necessary. Some examples will 
illustrate the point: 

If Congress failed to pass the authorizing legislation 
needed for the private enrichment industry approach 
and instead, passed authorization and appropriations 
for a Government plant, it probably would be desirable 
to proceed with the add-on plant approach. 

UEA will be proceeding with all necessary arrangements. 
for its planned plant (including design, power supply, 
etc.) while the Congress acts on the President's pro
posal. If at some time prior to March 1976 when UEA 
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If at some later time, UEA finds s way blocked or 
Governm'::>.nt f s it ncces~>ary to step and as-

sume UEA assets m•.d liabilit s, the Government: woulJ 
have to dec the best step. At some point be 
more a.dvant:agc~ous for Governr::ent to proceed \vith 
the -stand plant than to revert to an add-on 
plant. 

, 



DID TIIE PPLSIDEN'l' 0\!ERULE KI5SHJG1~R AND SEAf·li\NS'? 
- - ............ -.--..-,·~--c---- --·---·--~---·-~--.----·~ ----~·-·~-·~-----------·----~---

Has EEDA overrul ..... on 1 . ._s proposal to build an add-on 
Sf~OUS cJi ion plant? Was Kis ngcr also oppu to 

the UEA proposal? 

Anmver: 

The views of all key ticipants were considered by the 
President. There were no di ts as to the sir-
ability of supporting development of a private U.S. 
enrichment industry, a concensus that this could be done 
with ing coasiderations national security, safe-
guards o~ safety, or with basic reasonableness of the 
UEA pr0posal. Some of the judgmental questions which 
were considered related to the degre2 of assurance that 
the project would completed successfully, that potent.ial 
customers and Congress would be satisfied as to the 
viability of the project, and , as a result, the u.s. 
would be able to resume contracting for firre supply of 
enrichment s on a timely basis. 

FollOiving a thorough revie"i.v of these and other matter3, 
the benefits of early private sector involvement and in 
the establishment of an industry, together with the steps 
taken to reduce risks and increase assurances, made the 
present approach appear as the most: desirable course of 
action. 
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UNANSWERED SAFETY AND ENVIRON~ENT~L _____ ., _______ , ___ , ______ ,·-----------------~-~---.::::. __ 

stion: 
.:.:_ __ ----
Why is Ford l1.dministration s t.ing the development: 
of nuc power in country by making 
supply of nuclear fuel readily avai when re are 
still signif an·t unansrtlered questions regardi~Jg the safety 
and environmental impact of nuclear power 

All com.\ltercial nuc pm·Jer plants this country are 
licensed by the Nuc Regulat.ory Co:0.:rni's {NRC) af·ter 
a full review, including opportunity public part-
icipation, of sa and environmental stions. \vhile 
there continue to be issues requiring a great.er degree of 
resolution, NRC ies conservat criteria to en-
sure safe performance. The resulting safety record 
COrr:h'Tiercial nuclear pm•rer plants has been excellent. There 
has been no member of the public killed or injured by any 
accident or occurence at a nuclear power plant in this 
coun For this reason and because the overwhelming 
majority of technical experts in the ld are satisf 
with the level of safety of these plants we conclude that 
nuclear power plants are adequately safe. However, we 
are pursuing every opportunity t.o improve even further 
the sa of these power plants. Our safety research 
programs will spend over $80 ion in FY 1976 in the 
Nuclear Regulatory Commission. IVithin ERDA our expendi
tures aimed at assuring environmentally sound fuel waste 
disposal amounts to $36 million in :E'Y 1976. 
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\rJhat 
NRC 

Ansuer: 

s of domestic sa contro 
privaJce centrifuge venLures? 

NRC is to require essentially the same types of 
safegu:c:n1s and safety procedures as are nmv ;c..;uccessfully 
employed in GovernmE:m·t-m·Jned facilities. In the case:} of 
the UEA plant, safeguards problems will not as severe 
as in Government plants since t.he UEA plant Hill be in-
capable of producing highly enriched U-2 Safety 
problems, in a nuclear iation sense, are minimal. 
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FOREI(;N INVESTrJIEI'~'l' '\.'.J.I'l'ITOU'J.' F'OREIGN CO:J'L'I\OL 

You have indicated will 
investm2nt in the sed pr0ject 
ment fron OPEC na.tim'.s. \\That. safe 
protect us against 

lmsv1e:c: - -

1 fore 
invQst

have Jco 
ir1vestors? 

t address general issue of the desirabili 
of investment s type of cct. As you 
knmv, one of the reasons Hhy pri vut:e hus not 
forward :faster in the urc.nium enrichment has been 
its ity to obtain needed capital. Substantial for-
eign cipation would not only help ease this problem 
brrt would provide an excellent example of international 
cooperation in developing alternative sources. 
Furthermore, to t.he extent that funds from OPEC coun·tries 
are involved, this is isely the of constructive 
use of OPEC money that \ve v'lOuld like to encourage. 

As a , the UEA plan con·templates 60% foreign in-
vestment, and centri ventures C0 1_lld also involve ign 
contributions. inve3tments result in ac-
cess, as custmners, to an equivalent of the product 
output of the plant. product is available under 
Government Agreements Cooperation and Government ex-
port 1 enses are required. The investments do not result 
in access to the c si U.S. technology or in a major-
ity ing right in pJ:oject management. 

With respect to avoiding any potential abuse resulting 
from ign control or dominance, this is required by 
U.S. law and will be a necessary condition of being able 
to obta a license from the Nuclear H.egula·tory Commission. 
Foreign participation in the UEA project is designed to 
assure both that no s foreign investor will have a 
do.minant voice in the ject, anc1 c::.lso that no group of 
fore inves·tors, as a bloc, can impose their vie1vs 
on U.S. investors, as a bloc. 
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U . S • SHARE OF THE FREE WORLD 1-:lARKET 

Question: 

Hmv much of the foreign enrichment market might the U.S. 
expect to capture? 

Answer: 

The informal objective set by planning within the U.S. 
Government is to retain in the long term approximately 50% 
of the Free World market for uranium enrichment services. 
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PAYMENTS BY INDUSTRY FOR OVERN.t-1ENT-OWNED TECHNOLOGY 

Question: 

.Given the heavy investments made by the U.S. taxpayers in 
the U.S. enrichment program, what compensation is the Gov~ 
ernment likely to receive for the technology? 

Answer: 

It is expected that, as a royalty, the U.S. Government will 
charge 3% of the gross revenues of private producers for 
the.use of its diffusion and centrifuge technologies. For 
example, should UEA generate gross revenues of one billion 
dollars per year , the Government "\vould receive royalties 
of about $30 million per year. Such a level would, of 
course, be increased as the centrifuge plants came into 
being. The Government would also collect taxes and license 
fees from the private operations. 
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WHAT HAPPENS IF A PRIVATE PLANT ISN'T LICENSED? 
Quest~on: 

What happens if the plant isn't licensed? 

There is little reason to believe that the plant w·ould 
not be licensed. From a health safety and environmental 
s'tandpoint the project is ex12ected to be much simpler to 
license than a nuclear power reactor. Licensability of 
the project will, however, be a key consideration from the 
outset and should any difficulties appear they will be re
cognized early. Under proposed terms the Government would 
take over the project if a licens·e were not granted. 
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~'lHAT HAPPENS IF A PRIVATE P ~ANT DOESN'T WORK? 

Question: 

What happens if the plant doesn't work? 

Answer: 

The plant will use a process that has been proven and 
perfected over a quarter century of large scale Government 
operation. Governmental specialists will be involved 
in the details of the project and the Government will 
supply key components. The- project will· work. 

r 
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II 

DOES UEA HAVE CUSTOMERS? 

Question: 

Does the project have all the customers it needs to go 
forward? 

Ans'l.ver: 

Letters of intent from domestic utilities cover about 15% 
of plant output. Several foreign governments have expressed 
reasonably firm interest in significant amounts of plant 
output. As the project is accepted as the next United 
States enriching plant, assuming that the requested author
izing legislation is approved·, it is believed that customers 
will full subscribe to the available plant output. 
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MEJ'>iORANDUM FOR: 

THROUGH: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

June 19, 1975 

PHIL BUCHEN 
JIM CONNOR 
MIKE DUNN 
MAX FRIEDERSDORF 
ALAN GREENSPAN 
ROD HILLS 
JIM LYNN 
JACK MARSH 
JIM MITCHELL 
ROG MORTON 
DIXY LEE RAY 
BRENT SCOWCROFT 
ROBERT SEAMANS 
FRANK ZARB 

JIM CbUGH 

~ SCHLEEDE 

JUN 2 C 1975 
J/.~cJJ_ 

cL.il~ (p} ~ 0 

c'"oe ___. 

URANIUM ENRICHMENT - DRAFT FACT SHEET 
AND Q&A's 

Enclosed are a revised fact sheet and a set of 14 of the 
more important questions and answers. We have attempted 
to take into account the excellent suggestions and contri
butions received from members of your staff who have 
commented on earlier draft.s. 

Would you please let me have your comments and corrections 
on this package by close of business, Friday, June 20. 
Additional Q&A's will be needed and suggestions are welcome. 
Thanks. 

Attachment 

cc: Jim Cannon 
Ron Nessen 
Bill Baroody 
Paul Theis 
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MENORANDU!v1 FOrt: 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

June 24, 1975 

PHIL BUCHEN 
JIN CONNOR 
MIKE DUNN 
MAX FRIEDERSDORF 
ALAN GREENSPAN 
ROD HILLS 
JIM LYNN 

/JACK :CVlARSH 
JIM MITCHELL 
BRENT SCOWCROFT 
ROBERT SEAMANS 
BILL SEIDMAN 
FRANK ZARB 

JIM CANNON 

JUN 2 5 1975 

~:Gjat, 
~;E9 

SUBJECT: Draft Nes 
on Uranium 

to the Congress 

Attached is the lates~ draft message to the Congress 
describing the plan for involving private industry in 
the expansion of U.S. capacity for enriching uranium. 

The draft includes material contributed by ERDA, FEA, 
State Department, OMB, CEA and others on the Senior 
Staff. We are continuing to work on an improved version 
for the President's final consideration. Accordingly, 
we would like to request your corr~ents by 2:00p.m., 
Wednesday, June 25th, as the President wishes to transmit 
this Message to Congress early Thursday afternoon. 

cc: Robert T. Hartmann 
Paul Theis 
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6/24/75 ' 
7:00 p.m. 

The Nation has an opportunity to take a major step now 

that will contribute significantly in the 19ao•s and 

beyond to our energy independenae goals. 

As our supplies of oil and natural gas run low, nuclear 

power grows in importance, year by year, as a source of 

electrical energy. Nuclear power is one of the most 

reliable, ecnomical and safe forms of energy for &~erica•s 

future. 

The enrich.-uent of uranium -- concentrating the amount of 

U-235 in uranium that is used for reactor fuel -- is an 

essential step in nuclear power production. As the use 

of nuclear power becomes more wide-spread, the demand 

for ·enriched uranium is growing as well. 

For the past 20 years, the United States Government 

has supplied the enrich~ent services for every nuclear 

reactor in America, and fot many others throughout the 

world. Our leadership in this important field has 

enabled other nations to enjoy the benefits of nuclear 

power under secure and prudent conditions. At the same 

time, this effort has been helpful in persuading other 

nations to accept international safeguards and forgo 

development of nuclear weapons. In addition, the sale 

of our enrichment services in foreign countries has 

returned hundreds of millions of dollars to the United 

States. 
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Our. ability to provide uranium ~nric~~ent services can 

be an important part of our energy cooperation with 

other oil consuming nations. 

These services have been provided by enrichment plants--

owned by the Government and operated by private industry--

in Oak Ridge~ Portsmouth, Ohio, and Paducah, Kentucky. 

A $1-billion ~provement progr~~ is now underway to 

iucrease the pr9duction capacity of these plants by 60 

percent. But this expanded capacity will not meet all 

the 'anticipated needs of the next 25 years. 

The'United States is now committed to supply the fuel 
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to begin operation by the early 1980's. Since mid-1974, 

we have been unable to.accept new orders for enriched 

uranium because our plant capacity-~including the $1-billion 

improvement--is fully committed. 

Further increases in enrichment capacity therefore depend 

on construction of additional enrichment plants, with 

seven or eight years required for each plant to become 

fully operational. 
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Clearly, decisions must be made•and actions taken today 

if we are to insure an adequate supply of enriched uranium 

for the nuclear power needs of the future. 

It is my opinion that American private enterprise is best 

suited to meet those needs. Already, private industry 

has demonstrated its willingness to pursue the major respon-

sibilities involved in this effort. I believe that with 

proper licensing, safeguards, cooperation and temporary 

assurances from the Federal Government, the private sector 

can do the job effectively and efficiently--and at great 

sav~ngs for the American taxpayer.· 

Accordingly, I am propo-s±ng··legislation to the Congress 

to authorize the Governinent assistance nece~sary for private 

enterprise to make its.~ntry into this vital field. 
•J 

A number of compelling reasons argue for private ownership, 

as well as operation, of uranium enrichment plants. The 

market for nuclear fuel is predominantly in the private 

sector .. The process of uranium enrichment is cleariy in-

dustrial in nature. ' 

The uranium enrichment process has the making of a new 

industry for the private sector in much the same tradition 



as.~he process for synthetic rubber--with early Government 
• 

development eventually being replaced by private enterprise. 

One of the strengths of America's free enterprise system 

is its ability to respond to unusual challenges and oppor-

tuniti~s with ingenuity, vigor and flexibility. A significant 

opportunity may be in store for many firms--old and new--

to participate in the growth of the uranium enrichment 

industry. Just as coal and fuel oil are supplied to electric 

utilities by private firms on a competitive basis, enriched 

uranium should be supplied to them in the same fashion in the 

future. 

The enerav consumer also stands to benefit. Nuclear ~ower 

now costs between 25 and 50 percent less than electricity 

produced from fossil fuels. It is not vulnerable to the 

-· supply whims or unwarranted price decrees of foreign energy 

suppliers. And basea on the past fifteen years of experience, 

commercial nuclear power has had an unparalleled record of 

safe operation. 

The key technology of the uranium enrichment process is 

secret and will remain subject to continued classificationr 

' safeguards and export controls. 
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Bu~ for several years, a number of qualified American 
" 

companies have been granted access to the Government's 

technology under carefully controlled conditions to 

enable them to assess the commercial potential for private 

enriching plants. 

The Government-owned gaseous diffusion enriching plants 

have run reliably and with ever-improving efficiency for 

more than a quarter of a century~ One private group has 

chosen this well-demonstrated process .as part of its $3.5 
• 

billion proposal to build an enrichment plant serving 90 

nuciear.reactors here anq abroad. in the 1980's. Others 

are studying the potential of the newer gas centrifuge 

. process. Though· not yet·- in large-S'cai.e operatio:rr;. the~- . 

centrifuge process--which uses much less pow:er than the 

older process--is almo.st r~ady for commercial application. 

I believe we must move forward with both technologies and 

encourage competitive private entry into the enrichment 

business \V"ith both methods. A private gaseous C.iffusion 

plant should be built first to provide the most urgently 

needed increase in capacity, but we should proceed simul

taneously with commercial development of the centrifuge 

process. 
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\vith this comprehensive approach, the United States can 

reopen it.s uranium enrichment "order book," reassert its 

supremacy as the world's major supplier of enriched 

uranium, a nd develop a strong private enrichment industry 

to help bolster the national economy. 

For a numte::: o:: reasons, a certain amount of governmental 

involverne~t is necessary to make private entry into the 

uranium e·:~ichment industry successful. 

The initial investment requirements for such massive 

projects are huge. The technology involved is presently 

owned b}'' the Government. There are safeguards that must 

be rigidly enforced. The Government has a responsi~ility 

to help ~nsure that these private ventures perform as 

expected , providing timely and reliable service to both . 
dome stic and foreign customers~ 

Under the l e gislation I am proposing today, the Energy 

Re search a 11d Deve lopment Administration would be authorized 

~ to negotiate and enter into contracts with privat~ groups 

interest ed in building, owning and operating a gas~ous ' 
diffus io:1 u r anium enrichment plant. 

ERDA wou lJ also be a uthorized to negotiate for .construction 

of s everct l centri f uge enrichme nt plants when more definitive 

proposal s f or such p rojects are made by the private sector. 
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Contract authority in the amount of $8 billion will be 

needed, but we expect almost no actual government expenditures 

to be involved. In fact, the creation of a private enrichment 

industry will generate substantial revenues for the United 

States 'l'reasury . through payment of Federal income taxes and 

compensation for use of Government-owned technology. 

Under our proposed arrangements, significant opportunities 

for foreign inve-stment in these plants will be presented, . 

although ~he plants will remain firmly under U.S. control. 

In addition, there will be limitations on the amount of · 

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

Also, all expo:t.ts of plant products will continue to be 

made pursuant to Agreements for Cooperation with other 

Nations, and will be subject to appropriate safeguards to 

preclude use for other than agreed peaceful purposes .. 

Foreign investors and customers would not have access to 

sensitive classified technology. Proposals from American 

enrichers to share technology would be evaluated separately, 

and would be subject to careful Government review and 

approval. 

Finally, lmv enriched fuel produced in · the gaseous diffusion 

pl.:tnt would be suitable only for commercial pm.;er reactors-

not for nuclear explosives. 
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In the remote event that a proposed private venture did 

not succeed, this legislation would enable the Government 

to take actions necessary to assure that plants will be 

brought on line in time to supply domestic and foreign 

customers when uranium enrichment services are needed. 

I have·instructed the Energy Rese~rch and Development 

Administration to implement backup contingency measures, 

including continuation of conceptual design activities, 

research and development, and technology assistance to the 

private sector on a cost recovery basis. 

ERDA would also be able to purchase from a private firm 

design work on components that could be used in a Government 

plant in the unlikely event,that a venture fails. 

Finally, I pledge to all'customers--domestic and foreign--

who place orders._with our private suppliers that the United 

States Government will guarantee that these orders are 

filled as needed. Those who are first in line with our 

private sources will be first in line to receive supplies 
~ 

under this assurance. All contracted obligations will be 

honored. 

The program I have p r oposed takes maxi mum advantage of the 

strength and resourcefulness of industry and Government, 
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and it will reinforce the world leadership we now enjoy 

in uranium enrich.T(tent technology. · It will also help insure 

tne continued availability of reliable energy for America. 

Our _program to assure development of a competitive nuclear 

fuel industry is an important part of our overall energy 

strategy. But we must continue our efforts to conserve 

the more traditional energy resources on which we have 

relied for generations. And we must accelerate our 

exploration of new sources of energy for the future--

including solar power, the harnessing of nuclear fusion 

and development of nuclear breeder reactors which are safe, 

environmentally sound, and reliable. To move the United 

States one step nearer to our objective of energy independence, 

I ask the Congress for early authorization of the program 

I have proposed. 
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