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THE WHITE HOUSE ACTION 

WASHINGTGN 

June 2, 1976 

MEMORANDUM FOR: THE PRES,J:DENT 

FROM: 
\-~,~f"-, .• / 

JIM CANNCk.'i::c:\, 

SUBJECT: Additional i\ 77 Budget Amendment 
Requests for the Energy Research and 
Development Administration (to 
implement the Nuclear Fuels Assurance 
Act) 

Attached for your consideration is a proposed letter to the 
President of the Senate transmitting: 

1. Additional fiscal year 1977 appropriation langu~ge 
for ERDA which would permit it to enter into 
cooperative arrangements with private firms 
pursuant to the proposed Nuclear Fuel Assurance 
Act, once contracts are approved by the Congress. 
Contracts could involve an a ate contingent 
1' 0,000,000. 

An additional $178.8 million for ERDA 

(a) $170 million for the continuation of design, 
initiation of long lead time procurement, and 
the initiation of construction of support 
facilities necessary for an add-on plant at 
ERDA 1 s existing uranium enrichment plant at 

hio; and 

(b) $8.8 million for uranium enrichment program 
support activities (e.g., personnel) necessary 
for managing both the private industry and the 
add-on plant activities. 

A detailed explanation of the proposed requests is provided 
in Jim Lynn's memorandum at Tab A. 
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OMB, Max Friedersdorf, Counsel's Office (Lazarus) and I 
recommend approval of the letter to the President of the 
Senate which has been cleared by the White House Editorial 
Office (Smith). 

RECOMMENDATION 

That you sign the letter to the President of the Senate 
at Tab B. 
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El~f:~G'( 

The Honorable Elmer B. Staat.::: 
Th~ Comptraller General 

· of the United States 
Washington, D.C. 20548 

D~ar Hr. Staats: 

OCT 14 1975 

'l'hank you for the opportuni·ty to revi·e~·T and coJT.Ine:nt on your 
draft report on t.he ex!?a:nsion of urani u .. -:::. chr::~nt capacit.y 
in the United S·'cates. As indicated ·in t.he P:resident 's June 26, 
1975 1 rr:e3sa.ge to Co.agress, this matter is of grea.t irnp-::>rtance 
to the Ka-:.ion. 

The President's proposal "t·1as designed to: 

l1la~e clear ir::..."TT.ediately our National co~nit:me!lt to 
provide the needed increase in u.s. capacity to 
produce enrich·2d uraniu.m for donestic and foreigTl 
nuclear pmver plants. 

Rete..in U.S. leaC.ership as a supplier of services 
·ru"'ld technology for peaceful uses of nuclear e!l.ergy. 

Assure ea.rly creation of a privf1te co:mpetitive ura.niu..~tt 
enrichment industry -- ending the GoYern...u.ent 
Jnonopoly • 

• Accomplish the c.bove \•lith little or no cost to 
iaxpaycrs and with all necessary controls and 
safeguards. 

In contrast to the President's pro9osal, tl1e GAO draft report 
concludes that {a) ERDA should reject the proposal received 
from the ;?rivate firm that \·rishes to build a gaseous diffusio:;:'l 
plant, (b) the Govern~2nt should build anc1 m;rn the r~xt incre
ment of needed ca:"}s.city, and (c) thut a Governn:e11t Cc.'rporc::i:'.::.o:1 
should be created to take over existing and the next new c~p~cL 

. .- ~ ~ ', .' ' 
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\'1e bcli~ve the most cor.tp;i.ote, v.ccurate und cbje::ct.ive 
. p:>ssibl.:.~ anal~'sis and presentatlo:'!. of the p~·o!)ler:~s, iG!:'>U'.;!S, 
and alte~nativcs is n~cc ;.:; s:.~.ry to increase public und.::!r
standing of the Preside:r.t' s proposr:tl and to provicb the 
basis for early Congressional ac !:ion on th::tt proposal. 
liO\·T~vcr, as de·tailed belo,·;, the pr.osentation; analysis 
and evaluation in your draft report is not. su.:ficiEmtly 
complete, o.ccurate or objective to sustain its conclusions. 

Ne believe the report sh·:>uld be improved substantially 
because it: .· 

Does not address fully the President's proposal . 
. Contains factual inacct~racies or rnisinterp:!'etations. 

Orr.its ir;:portant consic'!erations \·:hich, if t.aken into 
account, \~·ocld lead to different conclusions·. 
Reflects philosophic preferences (e.g., for a Govern
ment Corporation) rat~er than an objec~ive evaluation 
of the many considerations involved . 

• Does not ernphasiz2 th~ urgency o~ a decision on 
expanding the Nation's ura:ni1.-:m enrichrr:3nt capacity 
\oThich is important to our international leadership 
in nuclear energy and our non-proliferation objectives. 

#*'~ 
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B1:iefly, our major su!::>stanti.ve reservations about the report 
. are sum.TUa.1:-ized belO\v. Each of these points is discussed 
further in Attachment A and . det.ailed page-by·-page co:mrae:::1ts 
on the draft report are included in At·tachment B. 

The draft report is almost exclusively lir:1ited to a 
discussion of a · proposal (still under negotiation) from 
one industrial group -- Uranium E~richment Associates -
UE..l\., al~ost to the exclusio~ of an evaluation of the 

·President's total program '\·:hich \•iould cover a nu.:-riber of 
coooera ~ive aareements with firms that ~vish to build 

.. J • 

plants using diffusion and centrifuge technology in the 
transition to a private competitive industry . 

• The draft report does not ·ref·le.ct a clear understanding 
of the remaining uncertainties in centrifuge technology 
or the role that bo-th technologies can play in sequence 
in achieving a private compctitivp ii~K1ustry . 

. The report do~s not seera to recognize that follQt:Ting it~ 
co~clusions may preveDt ever achievinq n private co~p8tit~~e 
uranium cnrichm~nt ir:~1ustry even thou~h it prof esses tr..J 
support th~t objective. , 

I 

~""-·. ,,_ The rc:_),·)::- t (.:l) tt!lr:h.·r :--:cat(!~; Lh ~ !."'isk.Ei to 
pr .l.\·:~ t ·~ ficr.t:; t.hat ;~;:-(• co:,:· .. ·::·:)late\.1 j 1! th~~ 
p.rop~):;n l , (b) und0rs ti.~tf.!S lhc r i sks to u G:'. 
an ... l ( c ) cn.:c:r s t.1tcs the po te!lt·;i a l ri ~.;J~ .. , . :~·,(i 

Govcr H-.:.::nt. 

• 

\ ~,, 
• . ..! 

il~ .. ·:.~~~ic!.:.;:~t. • ~ 
l.. n .1. .•• •• t.) ..... c>··.;)- ' '-•· » "" L t · .. •• •.. I 

co:; t:-: to th~· 
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• The report docs not analyze o~jcctivcly i~s strong 

reco;.mrL:.:ndation that u Gover:~:. ... ~:-1t corporation be cr:.~ntec1 
to provide uri:nit.trn enrich::;::!nt se:L"vices -- \·Thich <:D:;:·nora
tion ·\·lot!ld h,:.vo mo.ny o£ the s,-..~!:C dra\Jbitck's <:ts dirc-.:.;'t 
governnent fi~ancing. 

The discussion of ca~h flow and Government financing 
is inaccurate and misleading in that it . (a) do~s Ir:>t 
rnake clear the large budget outlays that \iOuld result 
O'ler the next few years if the Government b:uilds n(!'.-1 
capacity; (b) incorrectly iri?:;_ie$ that costs of a !le~·l 
add-on Government plant would be recouoed in about 
6 years; and (c) confuse::; . revenue f.rom ... ezisting plants 
and eventual revenue from a ne':l add-on Governi!tent 
plant. The revenu2 from existing. plants is largely 
a repayment fer past and current costs to taxpayers 
for building and operating these plants.· 

• The statemen·t that Govermnent-ouned capacity could 
be added at a cost significantly less than that of 
a similar sized privately-ow~~d plant ignores the 
broader benefits of private financing and ownership 
of uranium enrich:nen-::. plants including the possibility 
of attracting sc~e $2 billion in foreign capital for 
the UE~l\ plant~ 

~·lhile an early decision on the approach to expansion 
of U.S. capacity is essential to maintain the credibility 
of the u.s. and a reliable supply source, a delay of one 
year or t\·10 -- beyond the UBA planned date for having a 
plant on line --would not present serious probleres. 
Furthermore, although a half-sized, Government-owned 

. add-on plant co~ld be completed by the beginning of 
1984, a plant equivalent in capacity to the ~reposed 
UEA plant could not be brought on line until at least 
18 months after the · presently scheduled date for UEA 
plant compeletion (mid-1933). 

The criticism in the draft report of private ventures' 
plans to obtain long-t-:.: rm "tak2-or-pay" contracts for 
enrich~ent services, and implied criticism of not providing 
the uraniur.\ \..-hich is to be enriched, suggests that G:\0 
may not recognize current, widely accepted practices. 
''Tal~e-or-pay" contracts are noH u~ed by ERDA in· selling 
services from e~dsting plants and are often used in 
indus t:ry -- for e:-~ample by t:cilitics in purchasins covl. . . . 
rr•' , t • ' r. • t • I 1 • • • • no crl. l.Cl.S!\1 O.L pr1.va c vcn .:t:rc:s s ot·m8ss J.n Sl.S" !ll.ng 
up fore iqn cus tOhl•.:! rs r;uggesb~ il lack. c£ nr~ciers l~<:!n ;L~ nq 
o.., t-:1" l.. ·:"'"c:· c~- ~:..,.,. 'lft,..·•;·•-"'; · •·\• ···'.., ~ 1 · en·~~ .. , . ..,,..,.;., ,, · 1 · .L ... - · 1 ... ~ ..... - J... - · . 6 ·-· .. --.,.. "" ( .. • • ..... . .. ,.... .... '-" • 1.~- ~ ..... . ....... . ,I .... 

• • • • I. ' ~ • • • t. ··- . .. t.. l 
.:-~Ct:t,(,:"' ~a.; itv:::l...:~'Cl , nrl:.:.L cnc ~;-..: .. -;:t. ·.l \"~ c:Ll:cct ·t....rl:l'- 0 :\t· . ~~ 
Co.,«;; .;,; •:.!~sional · .. 1pjJ!:nval ".·:oulo ~ ~ :l VP.. 

• 
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The rciJOrt i~ correct i11 coilCll.1.flii1S' tl·l-~,_.;:_ tho s~ fc~g·.tarc1i..r:~r 
of nt1clcar materials and protcc~ion of cl~ssiiied ~schnoio01 
is not an iss~u in the deba~c over Cov~rn~snt vs. privata 
m·mcrship of a pl.:~:n:-.. H·:Y.-l·2Ver, \·i8 bcliev:} tho H:!I::").rt 
should c~9hasizc that prompt action t0WQ~~ c::p~ndi~g the 
Nation's uraniW<1 enrich::lr;.:nt cap:;.c.:ity i·:culd be 21. ::;ajar 
co~tribution to.~onti~eed U:S. ~echnological lcadcr3hip 
and to non-prollieratlon obJeCt1ves. 

We urge strongly that the General Accounting Office proccerl 
pro~ptly ~Jith th~ correction and completion of its rep~rt so 
that it will not contribute further to delay in Consressional 
action on the President's proposal. We believe it is essential 
that a National decision on the means for ex;?n.nding U.S. c-apacity 
to enrich uraniu.m be reachad \•riti1out further delay. 

vle are prepared to coop:=rate fully in pr.ovidj..ng any additional 
information and assistance that you might need in completing. 
your report. 

Attachments 
As indicated 

Sincerely, 

\ 

(s J 

Robert c. Seamans, Jr .. 
Administrator .I 

I 
I 

I 
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ATTACHH::·!'l' ;._ 

DETAILED DISCuSSIO~~ 0!:' Pl~O!:>LEZ•1S S'G:!~·l!'\RIZED 
IN THI; LETT.C~ T.J I·I.:~ • . STI~>l'S 

'·' 
. . 

1. ~he draft ~:cport is almcst e;:"':l'.lsivelv li~i ted to 
a a1scussion of a p~o?csal -- still und~r neaotia
tion -- f!."O!!l en:! inc:.:.s ·try g.-:o·.I:>, al':'"(l.OS :; ~o d~.-:: . 
exclusion of an evaluation o~ ~h~ ?r~~l~2~t'~ ~otal 
proposal. Thus, it does not e.C:dress t.~1e 2ain issue 
\·lhic~"'l is ·the appropriatene:;;s and adeq~acy of the 
Presidant's plan • 

• The Presiden·t' s legislative proposal provides 
the basis for negotiating coo?erative aS!ree
rnents t·Ti th a nu.mber of. private firws that . 
propose to fina!;.ce, buildr o~·m, and o:;>erate 
uranium enrichment plants -- both diffubion 
and centrifuge -- so that the i.-ration ~.ay move 
tm·Tard a private competiti;:e i .ndustry. · 

• The context for t~1is proposal is important: 

• 'l.'he Atoillic Energy Act requires that "The 
development, use and.control of atomic 
energy .shall ba directed so as to ••• 
strengthen free co~petition in private 
enterprise." 

• A program ,.,as undertaken ·to provide· industry 
with. access ' to enrichment technology so that 
firms could decide ~.-1hether ·to enter the 
fieldo 

• One firm, Uranium Enrichment Associates (UEA) , 
has proposed to build a plant utilizing the 
proven gaseous diffusion pro=ess to satisfy 
the need for the naxt ~ncre~ant of capacity. 
Three firms have ~ow pro?bsad plants using . 
centrifuge technology for succeeding increments. 

• The dra•ft report focuses r:~rrm·tly on the prc?osal 
submitted by UEA. This pro?osal ' is important b2-
c.:l.usc it is ·the oaly on~ th.::1t d~al.s -:.;i th the n:;~:t 
incn.~mcnt of r.e·:=c.~~d cupi!c~ i.·cy. Hm·J0VCr, it r.'us ·!: lJe 
vi'?\·l .. x1 in its p~O?~:r co~1·c~::t, i·<:·, as ti.1c stu.rt:.inq 
po:J.nt for n ::!gotl.i.t 't l.i1g <:! cco;1cra tl. ve co.gr~en~c•~t ur~d::1r 
til·.:; p t .. opos~(l l~~~i£1.-~ ti0;~ ::~~~·: as ~l!l i ::·~~o~ta;1~: t i 1~G t 
!:t:·:·r' in ·1~':i'.'f.~i:t~ .· .. J:l~1;t~ir. ·"', ~-.. :!~t ~t.·::,;~::·~::i..;) oC c:l.t ,.. . ' . 
rut u r.c iw..: .ccm.: n t·.:; 0 f c;:~iJ.:!..; i ~:'1 . 

• 

TJ 
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• C011trHry to th0 irnplicatio~~ of t~e draft rcp~rt, th~ 

tcrres in the U~A propos~l ~r~ still und0r negnti~tion 
and hait-2 not been acce;;·t.r.;;:S. '::J'] th::.: G~Yl•-::!rn::nent. ~·i-:::>rk is 
underway on the ·draft of a d0finitivc contrac~. 

Uisunderstandings are refle=ted in the report's: 

Prompt dismissal of diffu3ion as being unimportant 
in moving touard private involve::nant, and Jche jw-np 
to centrifuge as an easier -- rather than mor~ diffi
cult -- solution without private financing and 
ownership of a diffusio~ plant as a fir~t step. 

Conclusion that UEA's c~oice of diffu3ion technology 
is one valid reason for rejecting its proposa~. 

Repeated reference to centrifuge as the nmor2 · 
efficient technology" -- thout recognizing the 
uncertainties associated with it •. 

Suggestion that centrifuge ventures should accept 
more risk v1hen centrifug-e involves greater risks • 

• There is general agreesent that the next increment of 
capacity should utilize dif£u[iiO:l technology. There 
is also substantial agree~2nt ~hat succeeding incre2ents 
should utilize centri technology -- but this is not 
assured. Substantial econo~ic uncartainties reQain and 
the diffusion process may still be competitive for future 
increments . 

• U.S. centrifuge technology is well ahead of other nations 
and a pilot production plant is scheduled to be coDplei.::ed 
in 1976. But, we do not yet kno~ the econonics and 
reliability, for exa~?le, of mass production of the 
required large nu~ber of centrifuge units, or the 
operating, maintenance and replacement costs of such 
mass pro'duced units. 

Because of greater uncertainties, private firms wi3hing 
to tlf;c th0 c~ntriftrse pro;;::css ;:~:!.y need mo"L~ c.)ssir_;t<.":r.ce 
und be able to as.st::nc l0.:;s ris!~ directly contr<1ry 
to the report's ccnclusio~3. 

II 
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A successful private diffusion ventur~ ~ould -
contrary to th~ draft report -- have a direct 
relationship to the success of private centrifuge 
ventures.· For example, it could deit:onstrate: 

• The .end of uncertainty -- rather ·than continued 
delay -- as to \·Jhether the Government is serious 
about establishinq a private co:r:.petitive industry 
and ending its monopoly. · 

• That private industry can raise capital for building 
enrichment plants and establish satisfactory relation
ships with customers, both domestic and foreign. 

That private industry financing and ownership is 
possible \'lhile naintaining all necessary controls 
and safeguards. 

3. The draft report does not seem.to recognize that following 
its conclusions 2ay prevent ever acnieving a priv~te co~octi
tive ura.niu . .-11 en:::.-i.::_:::::ent inc:us·try in ~ne U.s. 'i'he report 
indicates support f.or the objective of a private urani1..!c.'U 
enrichment industry but recOITJ.nen'ds (a) su...,..n_rnarily rejec·ting 
the private industry proposal for building a diffusion 
plant -- rather than pursuing negotiations toward a 
cooperative ag~eene~t, (b) building additional Government
otvned capacity, and (c) creating a Government Corpo~ation. 

Ending a Government. monopoly 'is extremely difficult a·t 
best. The current need to conu-ni t to major net·J plants 
offers an excellent opportunity. The progTess that has 
been made thus far in moving tm·1ard a private competitive 
industry -- including the proposals no•tT before ERDA --
is the result of (a) the statutory require~ent cited 
earlier, (b) a strong policy position taken in 1971, 
and (c) a vigorous effort by industry to respond to 
the Government • s actions, a.nd (d) a concerted effort 
by the Government to define conditions under which 
such involvemen~ can occur with all necessary controls 
and safeguards. 

' 

n 
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. • To decid::! nm·T ·to huild more governn~nt-owncd cap-").~i"l:y 
{after a period of muny years \·:i thout construe: t.iniJ 
ne;;,.. plants) could not help h:.1t cast doubts -- among 
potential private industry p~rticipants and custo~ers, 
dom~sti~ and foreign -- about current or future c..s
sertions that the Goverm:-,2nt is serious in its efforts 

. to involve industry and end its· _mon·:>poly • 

• Contrary to implications .in th2 -report, there is no 
strong reason to suggest that it would be - easier or 
more effective to begin the transition to a competitive 

· industry \•ri·t.h centrifuge technology. . Not only \·Tould 
the same typ2s of Government coopera·tiol:t and temporar.{ 
assurar.ces be required -- and possibly more bccaus~ 
of the larger unc~rtainties -- but tne creation ~f a 

. Government corpo:::-a tion at this time \'Iould undercut tne 
whole concept of a private industry in the field. 

' 4. The draft report (a) u.nd~rstates the risks to he a.ssur:ted 
by nriva:te firr::s C!C:":~~2~)l?.tec.t i~r'!. tl1 9 Presic~.~ti·t's p J:0?03Z!J., 
{b) particular:y ~~~a=states tne risk to U~A i~ 1~s p~o~~sal, 
and (c) overstates ti-~e potcn·cial risJ: t.o ·ti1e Govc~:-r:.r.~ent . 

The report fails to recognize the risks that pri"~.r2..t~ 
firms \'lOuld have in dee.ling 1.·li th multi-billion C:::)llar 
projects involving classified technology 1:1hich h~s not 
yet been proven in a cor:-u-r,ercia). set·i:ing. Without 

L. • . ..... • • , ..... • • .._b • h . . , .... 
excep~~on, po~en~~a. en~ran~s ~n ~.e enr~c,~ng ~nous~ry 

and representati\·es o f the u.s. financial con-nuni ty 
vie\·:ed this a-=:ti ·vi ty as presenting abnormal business 
risk -- according to their testimony before the JCAE 
in 1974 hearings. · 

• The report does not recognize adequately that, under the 
President's proposal, Government assurances ~ould last 
only for a limited transition period and then terminate 
automatically, leaving the plant owner with many busin~ss 
risks for at least the 20-25 year period of plant 
operation. 

' 
The report. rccor-.. rnends getting 11 more equitable shu.ring of 
risl~s" \vhen ccnt:ri ft1ge technology is ready, but gives no 
Cle ..... r 'na,'c"'t;o.·'1 o.c •.. · ... ,... .... ~--""cl.' .c=;,..,..,llu ····O,.,L=-t -o~, .. .,..;-:-··,•-e \.4 .1o. ..&. C.. • ..a.. .. L ,,,,(.,\.. 1 ;.>~- J....L......,.U--~ 1 '' ..,t..•. "-· ... ...:;, ._...._ -'-'"\.. 

"r~;ore cqui table shar-ing of risks" or l~o•·1 this · g::_.:~ l ~i~~1-t 
b~ et(;hicvccl . Th,~re see1~15 no recog:1i t.!.o~1 th.:.i:. c...:!nt:rif\lS"~ 
.... ""C''-o,o·•H ;n .. h, 1'·-.~·l.·· tL· .... ,.r,'\ ;n\ro.L·, •. .,.s '"Or'"' r·•-~· ·._-~, .... ,1 \..<.;• H!o -~ '_l_: I -! ,_, • .:. , _ _. ·-·" 1 ..1..•• . .._.~ •·• •• · -•>•• ••-• 

diffusi6n tcchnolojy . 

• 

I 
I 

I 
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In the case of the UZA nr0~6sal, tho report (a) .. -
erroneously states or i2pli~s in sevcz~l cont~xts 
that UEA wo~ld receive ~ guaranteed 15% return on 
equity, and (b) fails to srasp that, while com?lctc 
loss of privc:;.te equity in tne ?rojcct is. perhaps ren:.ate, 
there is a substantial ris];:. of partial loss of privata 
equity. Thus, the report sives an erroneous and 
distorted vie;v of the u.s_;;. proposal. It is particularly 
important that the question of risk be comple·tely acd 
fairly treated since "inadequate risk" is central to 
the GAO thesis that the proposal ba rejected. 

The report implies that there are substantial financial 
risks to the Government, e.g., the i~plication at the 
outset that the Goverr:~.ent probably \vould spend $8 billion 
to implement its proposed program -- when the plan 
virtually assures that. this t·Iill not happen. 

The report fails to note that even under the most 
severe consequences {need for Government to take over 
a project) -- let alone the more likely circumstan.8es, 
Government funds would not be at risk. Government funds 
\·muld all be :r-ecovered, nol."Tl".ally from the priva·te 
project but, in any case, from t~e sale of uranillili 
enrichment services. 

The argument that risks \·:auld be unquly shifted to the 
Federal Government overlooks the fact that if the Federal 
Government finances and o~ns additional capacity it 

·bears all the risks for thi_entire life of plants. 

5. The draft report does not c:nalyze objectively its strong 
reco:mnendation )chat u. Gov2::cr:.:-.:er:t co:r;porac.ion be created
to pr:ovide urc:.r:.i.u:n. enricl:.s:?ns servic-:;s. F'or exa..-::1plc: 

The assertion that manage-;nent by a Govern~.ent corpora
tion \·7ould be "more effective 11 is not backed up by 
reasons -- other than freedom fro:n the bud,jet and 
appropriations process which may be undesirable. 

The report seems to conclud~ that a Government corpora
tion is somehow substantially 4ifferent fro~ the 
present ERDA-run op2ration t~en, in fact, it still 
amounts cs~entially to continuation of a dovcrnrne~t 
monopoly. 

: 

I 
11 
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• Hany c1i!:<J.dv.J.ntag-::s of a Government corQ?ration \·Ihit:::h 
also api_)ly in n;o..:;t cases to the present Of>~raticn::; -

·are not mentio!"led, including: 

• Uraniu-::t enric!rr..ent is not an activity that ca.r: be 
perform-::=d '.·:ell only by t=:e Federal Go•1ernr.1ent. .Li.:. 

is e~son .... ially a co~l"'"'~ci;. 1/indu~..c.r-i.:::., a .... ti·r.; -·--· .::::;, - \..,. .. ~-·!.-.:...~ --~ ;;.);i..,._ -~,.. """" \:.,..t_.~.,,. 

• Uranium enric~~znt service capacity m2st ex~and 
rapidly over the ne:<;:t fe\l years and that expv.:1sion 
could occur in the private sector ratl1er than 
St·Jell the Federal sector • 

• Borrot·Ting from the Treas:lry by a Government co1:poration 
as in the case of ERDA b:::.ilding added capacH:7 -- ~.-Iould 
add to the total of the r:ational cleb:c and net. outlays 
would add to the Federal budget deficit • 

• As the Natio:1' s reliance on. nuclear pm·Ter gro~m, Bain
taining C!. Federal monopoly uo-uld lead to an ur:;?recec~':!nted 
degree of Feclera.l control over the r:ation • s ectric~l 
er.ergy SUP;?l:t a~d ending that rr.onOL.JOly could b~corr.·2 even. 
m:>rc difficult \'lith an e:::J..:.renched Govern.T'(l.ent. corporation • 

• Th_e Nation Hou.ld forego the advantages of pri~.,-e.te 
competi ·tion ~·;:hich can provide incen·ti ves over th8 
long ru!t for lo•.-rer cos·ts, irr.proved efficienc-S!s and 
technological ad•Jance!.lent -- as 1.-:ell as a more diverse 
base for utilities to obtain their fuel • 

• The argument in the report that UEA may encount:er 
problems in obtaining long-term debt financing because 
of anticipated shortages of capital in the U.S. ~auld 
apply equally to borro:·;ing by a Gmrernment Corporation • 

• The possibility of setting up a Government Corporation 
to take over existing plants and finance, build and 
operate ne·.: capaci t}' -- ~n ·tine to 1~cet the U.S. needs 
for addition3l capacity is open to serious question. 

\ 
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6. The discussion o~ cash flaw and Govern~~nt fin~nci!lq 
IS' i!1a::cur<:·tc ii:1~~~~usl~~~;2-:.l~· i11 tl1£~t it <~:~er:)~~.:-;··-;=·;.;:.:: 
rna}.., (:~-(-; r:::~-t.::.·-.:;-;:---:.l *'t ·:::=::-;;::-;:;;: rr ~ \ ;- . 'J ~ ~ ,:;._ .L' ... -~-· c• ..._ n·-... ;y-f:;--() 1 tl7~ .. 1~:;~. ~~~- ,_ 
~-~~-!:..~--~-u_ .. ·.: ·,_\..,:_:::_:;.::.: .. :-:~ ._.-.... • ~ -:._ '-"'..! .. ) t ........ - •• ---=-~--.:.::_-=..::'_.,: .. ...:::...:;. 
ove~ .. til~! r1e:;:·t ~d~:::."'.'.' ,/·-~·~::trs i.t: -~·.i-;.·~ (r)vc;rn~·.l2t:.t builL:~ .!.~-~~·.7 

CaE_9-Ci {:v;rof ... J:l~-(;o::r::1_~~~tl·,r i~::·J·J. i :;s the~~ C<J~; -C~.:~oi' :~ --
new add-on Gov~rnman: olant ~c~ld be recou9~1 in 
::.l~o!t.:- 0,.. "t7-::');.,·.-·-. !-;:-;-.: (c) -·c,~·- ·=·"!':::::>"": ,..-: .. •r.-·r•~'lr., -Frc-:-n ....... ~_ .. ..; :·..!--l ~,... .. 
C4,.;,.,; lt,..., ...... y \::!' ..... -. "- .,) ; I.. ..... -><l ,_ \....o • - ...... '-"" ....... - _.~ - - v "- ~.t .. - ..... -- ..... t_ .. - -- ~, ..... .- J. ... ~ 

plants ana.-·-~vcn.t.l'i2.1 revr::c.:.L-:.; :::1.-ol.-:~ a nc:·: 2.r2.::.~-on c~:~;:z;:-~""'!...::
mant plan·t . 

• Construction of additional Government enriching 
facilities ~ould have a significant near term budget 
impact. The initial increment of a Government add-on 
plant would involve budget outlays in the period of 
FY 1975 to FY 1983 of about $1.6 billion {1976 dollars}. 
A Government-o~nad plant co~oarable in size to the 
UEA plant \·:ot:ld require neariy $2.5 billion (in 1976 
dollars} in outlays bet\·;een FY 1976 and FY 1933 • 

• These outlays cc1.-:.ld represent. a significant ad.di tio:!al 
fl.. na· n,..,.1.· ng re,-,~"'.: r- ....... :'::\n·'- +=,.-o ...... c.~o-.~-..t....:: c .::,.,nds P"".,...t.; _ ... "': !"') ,-'1-· •- I. ":..'-'.:_ ::;:~.,::...11.... .__ "" !>:'-.::>'-.L .L-• ; _'-'- ..._•....;u....:..-::...._..._y 

over the next fe;·; years. The UEA proposal subr<lit:.tcC. 
in May and now the subject of negotiations con~em
plates using sighificant a~ounts of foreign capital 
but ui th firn U.S. cont . .:::::-ol of the venture -- thus 
mini~izing the im2act a£ financing requirereents on 
dom~stic capital ~arkets . 

• An add-on pla:1t '.·lOuld not p;r:oduce enough revenue to 
recoup costs until after 1990 rather than in 6 years 
as.the draft report implies.· 

Revenues from existing uranium enr~cn~ng plants largely 
represent a repayment for costs borne by the "c.axpayers. 
These revenues are counted on td offset the costs of 
existing pla~ts and other Federal programs and, if not 
available for this purpose, would have to be replaced 
by higher ta~es or deficits. These revenuzs should 
not be confused with the eventual revcnuas from building 
new Government capacity. 

\ 
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• Thera undou~tedly would be ~orne savings in buildin; a~ 
add-on.Governrnent facility-- throug~ use of cor~acn 
support facilities and from tying in with an existing 
plant's production process; but a construction cost 
differential is unlikely £c be as great as GAO's 
estimate of $GOO million. 

Hm·rever, it 1.1.ust be recognized that ·this differential 
(a) ignores the substantial advantages of noving 

~ • I • • • • ., I ' .. I 't ) • towara a pr1vate cornpe~1~1ve 1naus~ry, ana lD lgnores 
the gre.::!. ter pot:ential of dr-a'Hing on foreign sources 
of financing (but with U.S. control) if private 
industry is involved. The UEA proposal contem~lates 
attracting soi~ $2 billion in foreign capital which, 
if it can be attained, would result in domestic capital 
financing of some $1 billion less than for a 
Government plant. 

A number of the benefits of private financing and 
m.;r.ers~1ip are SU...ThLtarized under point 5, above. 

8. While an early decision on the aoproac~ to exoansion of 
U.S. cap2city is essential to ~ain~ain the credi~ility 
0 .J::..l.. t;-1 r, U: ':: "' "' ::> ..... ;:. 1 ~ ~ h l 0 -:- . ' .... ,.-, 1' ,. s 0" ~·- ,--. n -. ,; c~ _I ;:: ',1 C' -;: ;_-:;_ 
-----..,-·-\.,; • t.J • c.;..._, .._... ..1- -~...L( .. o • ...J..!...- _, L.:.--.:_:.-· i .. V -· \._.._., f C·. - _ ..._ .J _ 

or t~'-'(J jJeyor1d U~A' s pla.nne-:i c:-::.·te,:.; fol~ ac·~tl.J.~l:v- !"!.2.'li_11Cf c. 
plant on the line would no~ crescnt serious nro~lems . 

• The draft report reflects concern ·about potential 
slippage in the date when UEA would have a plant on 
line. UEA's proposal conte~plates initial production 
in 1981 with full production in mid-1983. 

If th2 Government were to c.!.dd on a "half-size" plant ~co 
an existing plant, initi3l production would nut b2gin 
until 1983, with full production at the beginning ot 
19 84. I~ the add-on plan-:: \·l<lS' equi va:.ent in cap.:1.ci t::.:_:~ 
to that of the UEA-proposed plant,· initial production 
\·muld co;-:1...--:1cnce in 19 8 3 \·:i t:1 full pro~uction at tn0 
bcginnins of 1985. 

f 
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In any case, thr.:.: cc...nccll~·. !:".i:>;"!.z in nuclear. po~ .. :-::r plant 
orders and slippag~3 · in pl~~~ on-li~e dates h~~c and 
abro.::~d -- co!:Lbined· \·Tith t:1~ ability of the u.S. 
Gove;:-n:nent to us~ its sto:::~~?ile of Cilr ichcd uranium -
\llOUlc1 allm·r flexibility t~ accorr!!:todatc some slippn.ge 
in th~ on-line d~te proposed by UEA. 

l·ihether or not tner~ \·lO'.lld be a delay is still a mai:ter 
of conjecture. ·Some belie~e UEA could not meet its 
proposed schedule; others p:>int out that privately
managed construction ·projscts .could move more quickly 
than those undertaken for the Governr:-~ent. 

. . 

9. The criticism of nrivate ventures' pla~s to obtain 
lonq·-tern~ "take-or·->J:tV 11 co!l.:c_·:::::::ts tor en.richr:en'c. services, 
and irr.!:>lied ci:'i tic ism to::- no-~ nrovicting ;..he urani l::.m to be 
enriched, suagests a lack of u~derstan~ing of current, 
widely-~ccepted practices. 

• 

Long-term "take-or-pay" contra~ts are n0\·1 used by 
~RDA for enric~:ne~t services from Government-o·.·.med 
plants and foreign sources. Also, ERDA contructs 
require a substantial cus tmner dm·m payment. Uoreover, 
firms planning to employ c~ntrifuge technology ~-Jill 
most likely enploy long-te2.--m "take-or-pay" contracts. 

Long-ten-.1 "take-or-pay" contracts are coiT'.:non in industry, 
particularly bet\·ieen utiliti~s ancl firms in the coal 
industry. Suca contracts are used as security for 
obtaining long-tern debt financing \'Th8n large capital 
inves·tments are requi::-ed, as in opening nm·; coal nines. · 

Uranium feed materials ~re not conventionally supplied 
by any uranit!.l1 enricher. 

10. The criticism of oriv2.te ve~tures' slm-:ness in siqnin9._ 
up fo··· ... ~qn cuc-t~...,.,rs st~ac--::.·~"'-~ a lac•- o.:: und...,.,-,..+-==-n ~-;.;nq of= 

- -- tOJ ....... ~,....... .. .4 ;-~t-;;, ...... .L --~-"" . .. \o.,..;..-1 .. ~ 

the impact 6f the uncertainty while Congressional action 
is a\-lai ted. 

The need for Co~gressional action ·on the.Pr0sidcnt's 
legislative proposal is \-:ell •recognized by po"i:.cntial 
dom~stic and foreign custc~ers and investors. 

The preference in. sOliH~ qu.::rters for coatinuin'=_!· . t~.1c 
Government mo:-,opoly th=-0'J:_-;;1 building added cu~)<:t:..:ity by 
ERDI\. or a Govcrm;tcnt. Col-iX)ration i~; ill so ~·;~ll ~~nm:n . 

not! I f actors cor·, trib'..lt~~ t {:ui t~ tHh.~•',!:'!:) i::-tnt.!.~hly 1 to t·.:l ~ . 
unc:!rtai.nty «s Lo U.S. ~}l:1i~!J ~nd t:i:t:~; to~.)!:&~ cc~l ·<{ ~-n 
signing up cu:...; tou!Or!3 i!l'h.! in\·cs tors. 

• 

. I 
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11. 'rhe re;-;0rt is correct in concludi:nq th<J.t t.:!1e s~fec~~~c:inr{ 
ot nt~(~-:Lc:t::r ma.tc>r.:-i€4ls Ull.ci n1·o~r~::-;t.ion of c.L4'.;,~~~i-;:i~ct t~;c>·-~~r)~-

-·- -- ·- .. --- -----------,---ony L.: r:r.t an :t:_:suc; in tr.~ <.1--::;:;c::te ove1: GG'JE!"~i"!.c.2n·t v::;. 
--...~ .. -,~,.;::.---:-:-:-~:""="'; .. ;: ~ l~i, __ . ..,. 't'; • ,....,.,c ... ~-·-,.':\ ·--\::::--:-=-~-.-.. ~-.(''1",-
prl.\1-.••~.::; o:.u'-"'-·'·.::.~-~ at"! <:.:..tL.. :.'J,·l_-"-'~=:1, :... .• •.:.. .:..:..·., ... :J: ... ..:.Jl-._u." ... a 
cmpl1a s i z ~ tn::! ~ ~~ ::-or~1.ot act ic!1 tc ·.-.:<,1rct c:-~r.>2-:t1Cti r~cf ·the ~~".;:t. io:-1 's 
urani:xl ~nricr::::c:-tt c.J.>)2.ci.tv ,_.,.ould bn a lt:cdo:.::- CO!ltri.b;.:.tio~-1-
to Cl::: ':.{:wed (J~;--:;ccci:.noloaical lC<:.cGC.i:.·:;hi<) t..:.nG. to n0:1-

proli~~ration objcctiv2s. 

The fact that foreign cus-t:om:=rs Here not able for nany 
months to sign firm long-term contracts ·Hith a US source 
of uranilli~ enriclliuent services damaged the credibility 
of the nation ns a supplier and_~as increased presaurc in 
other nations for developri:\ent of enricl-:r:.ent technology 
and construction of plants. 

• There is increasing evidence that other nations are 
turning to potential suppliers outside the US, thus 
increasing the prsssure for constructio~ o£ more 
enrichment plants abroad. 

' / 
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ATTAcm:s~;T B 

COZ.:·rE~!TS ON DR:\E'T Ct.O REPO?.l' o:; UP .... ~HtJ~·! E~!R!CHNE~IT 

Renort Reference 
Digest 

Page i, Para. 2 

Page ii~ next to 
last point 

Page ii, last 
point 

Page iii. first 
2 lines 

Page iii, Para. 1 

Page iii, Para. 2 

Coi:!O.ents 

Erroneous it9lication that Govern...-aent \-Till expend. $8 
billion, ''hen plan virtually essures that this Hill not 
happen. Horeover, any Government expenditures vlill be 
recovered by Govern~=~t through rei~bursement of cost 
of assistance or, in event of takeover, from ravenues 
received fro;:a Govern:::J.ent sales of enriching services. 

Factually incorrect in that Govern~ent purchase of UEA 
Still's vill not be u:lli!:lit:ed, rather s,pecifically lioited 
as to a~ount, time and circumstance. 

Factually incorrect in that u~~ access to Governuent 
Stru' s ~;ill not be t:nlimited, rather specifically limited 
as to aoount, time, and purpose. 

Erroneot::s in?lication that the Goverr..m.ent ¥Till rei:;1burse 
domestic equity 
project fails. 
domestic equity 

in UL~ in all circumstances if TIEA 
Depending upon circumstances~ U~~ 
could be totally or partially forfeited 

Factually incorrect in that U~~ domestic equity '~ill not 
receive an essentia·lly guaranteed return oc. th2ir invest
ment. In event of takeover domestic equity cay lose 
part or all of its invest~ent. Further after the 
transition period, UF\ Hill risk losing return on 
equity if it fails .to produce product to t:J.eet co;:::mit
ments to its custowers. 

~~ile probably correct, this stetement does not appear 
to be relevant to an ev.:1luation of the proposed. t-!uclear 
Fuel Assurance Ac';;. of 1975. Furthemore, He do not 
believe that use of geseous diffusion technology is 
appropriate as a reason· for reco~~ec.ded rejection of the 
UEA proposal since oany of the valuesof private 
enrich::1ent are independent of the technology e~ployed. 
It is generally a~reeci that the next plant shoald use 
this process. Addition.:1lly, it is not at all clear at 
this ti::1c th:1t plants using gaseous diffusion l;ill not 
compete with gas ce~:rifugc plants for future incre~ents 
of capacity. 

l 

lJ 



R~rort Refe-cence 
Digest 

Page iii, last three 
points under 
Conclusio!ls 

Page iii, next to 
last point 

Page iv, middle para. 

Page v, 2nd point 

!-rain Text 

Page 7, last sentence, 
first p~ra. 

.. 

- 2 -

Corr.mants 

Factually incorrect in that investors a-ce not 
guaranteed a rate of return. Further~ore, with 
the exceptio~ of the first conclusion (treated 
above) the observations made could apply equal!.y 
well to private efforts e1i1ploying tha centrifuge 
process. Any 11financing uncertainties" are largely 
the result of the uncertainty over the present 
position of the Government and can be eA~ected to 
be resolved by passage of the r:uclear Fuel .Assurance" 
Act. There is no reason for believing that the u8\ 
plant would be on line any later than a si~lar 
sized Government plant. 

Factually incorrect in that Governnent add-on 
plant schedules 4. 5 Billion S\vu in 1983, 9 r..illion 
by 1985, about 1 1/2 years behind UEA proposed 
schedule fo-e a plant of the sa~e size--so even a 
substantial slip in L~A schedule ~ould no~ put it 
behind the Governnent schec!cle. Horeover .. Goverm:ent 
operations. are also, like private efforts. vulnerable 
to interruptions, uncertainties and c!elays. 

Erroneous implication that private centrifuge 
enrichers are ·likely to be >:·lilling to assu;::e more 
total risk 't>'i th a le~s advac.ced technology -.1hen all 
evidence points in the contrary· direction. 

There is no basis developed in the repo-ct for this 
recommendation; nothing in the report indicates any 
reason for concluding that the proposed N~clear 
Fuel Assurance Act of 1975 is inadequate or 
undesirable legislation for assisting private 
enploynent of advanced enriching technolo;_;ies. 

Factually incorrect in that a net-T plant to operate 
econonically e::;ploying the g<lseous dif fc3 ion pro~ess 
requires appro::ir::.::.!:ely 9 nillion St·:L and the gaz:; 
centrifuge pro.::ess capacity proba.bly so2e:-1hcre in 
the range of 2 to 3 million S~U, as yet undeter~ined. 



Report Rcferance 

Pag~ 9, first sentence 

Page 10, second para. 

Page 11, last para. 

Page 14, last sentence 

Page 17, 5th sentence 

Page 22, 2nd sentence 
und~r Access to EP~A 
stockpile 

Page 23, 3rd para. 
within 3rd sentence 

.. 
- 3 -

Co:r.!'Jen ts 

Incoa:plete, thus misleading. Text shcr,dd indicate 
that EP~A officials stres~ed th~t the p4ocess has 

. not yet bean ceterciced to be technically or 
economically feasible, thus that production plant 
extrapolations at this time are neaningless. 

~lisleading ~~d incomplete in that no ~ention is 
oade of the fact that several years of intensive 
work and sizeable co~itment of resources ha7e been 
oade by a substuntial number of private fir""'....s ic. 
developing their present positions, and, in the 
case of the four. grou?s cit~d, in developing 
extensive pla.t.s for participation in private 
enrichnent. Very extensive narketing efforts 
have been undertaken, particularly by L~A. 

Seriously erroneous !~plication in that needed 
assist~~ce arrd assur&t.ce to private projects is 
expected to be on a basis which provides such 
support at the expense of th~ urivat.z. nroiec:t, 
whereas the-context icplies that this would be 
at Government expense. 

~lisleading, inplies no efforts ~,den~ay on hedge 
pla.'1; appro:dtnately $4,100,000 i~as been eX?enC.cd 
to date on conceptual design of an add-on gaseous 
diffusion pl~,t~ 

Erroneous implication that participation tdll be 
55% domestic, 45% foreign. Participation 
conte:r;plated is 40% domes tic \dth ss;~ of voting 
right and 60% foreign with 45% voting rights. 

Factually .incorrect in that 9 million S!vlJ are not 
available throughout the 5 year period, but on 
a declining basis to zero over the five year period. 

Erroneously i~plies that the Covernreent would be 
required to pay return on equity in the cases noted. 
UEA in such cases proposes (!<~y 30 letter) 
''rett:rn of th;ir original invest!:!er:.t .:::nd additional 
co.ilpens.:J.tion, as detcr.r!ined by l!SG, to reflect the 
r~sults achieved to th~ date of transfer." 
(Undcrlini~g added.) 

l t 
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~~rt Reference 

Page 24 , last •·rord at 
end of first para • 

Page 25, last para. 

. Page 26~ last sentence 

Page 27~ first para. 

Page 28, first para. 
within first sentence 

Page 28, 2nd para. 
2nd sentence 

Page 29, 3rd sentence 

-- 4 -

Co:-.:::.ents 

Factually incorrect- should read "gross negligencan. 
This is inportant because si~ple negligence is cause 
for partial loss qf equity. 

Seriously incomplete and potentially ~isleading; context 
uncle a::; rr.ay dcpi:nd upon ~.:he ther 1JEA or Ei.8A co:::?le te 
the project; should be ezpanded extensive!:: or deleted • 

Factually incorrect - it does not constitute a Govern=ant 
guarantee of this rate of return - see earlier co==ent 
on page iii of Digest. 

Seriously erroneous ioplication.that the $1.4 billion 
maxio.UJ:l. 11 takeover11 cor;::r;itcer.t and $1.2 billion S'WU 
purchase coonitcent (which might be required if 6 million 
S~U were purchased) are addit~. In any credible 
sitt!ation SHU p1.!rchase would only occur if the pla.,_t 
were operable by L~A in a production sense~ hence 
"takeover" had not occurred or ~·:auld not _then occur. 

Factually incorrect; should read ugross negligence or 
willful miscond.uct.ff 

Factually incorrect; UEA risks loss of part or all of 
do~estic equity during tr~~siticn period, th~rcafter 
risks loss of return on equity due to failure to 
produce product. Fu·rther::!:ore if the proj e.ct proceeds 
satisfactorily as is·it:plied by the tem 11 essentially 
riskless" then there would be no cost "borne by the 
Governi'l.ent" except for any S~·JU purchases ~·;hich are, 
of course, resaleable. 

Erroneous inplication that 11norm.al business operationsu 
(see page 28) associated with businesses performi~g 
services ahrays cover risk of supplying I;caterials being 
processed (oilier~ do not supply grains being milled). 
The noroal business operations of supplying enrichin~ 
services does not involve su;>pJ;ying the feed material. 
Neithr:::r ERDA r.or foreign enrichers undertake this risk. 
Therefore the i<qlication that UEl .. is proposing a novel 
system is factually ir.correct. 

I I 
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Report Ref~rence 

Page 30~,first sentence 

Page 31, 2nd para. 

Page 31, 2nd para. 
last sentence 

Page 31, last para. · 
2nd sentence thru 

· end of para. 

Page 32a,2nd para. 
portion of last line 

Page 32b, last sentence 
first para. 

• 

.. 
- 5 -

Co:o~ents 

Erroneous implication· that all "normal" operating 
risks are hedged - not so - after tr~nsition period 
UEA has risks of loss of return on equity through 
failure to produce product; factually ir..correct in 
that the Covernc2nt does not gcarantee equity if the 
plant is not con?leted - CEA may lose all or a portion 
of equity during the transition p~riod, thereafter it 
may lose return on equity cu~ to inability to produce 
product to neet co~itments during an exposure period 
of 20-25 years. 

Erroneously implies that long term take or pay contracts 
Yith cost pass tnrougq pricing are abnorcal for enriching 
se-rVices industry. This is the practice of ERDA and 
may well be the pr~ctice of those employing the 
centrifuge process. 

Erroneous implication that industry vill not be regulated 
should the need arise. :t-:oreover, the relevance of the 
point is questionable if customers have no objectio~ 
to 15% return, cost-pass-through, long term take or 
pay coP-tracts.. Unless cus to:::.ers ·do subscribe to the 
project, it c~~not proceed. The industry will be 
subject to NRC regulation. 

Erroneous i~plication that advanced technologies do 
not offer competition to ~~A. They will do so with 
respect to uncon:mi.tted portions of UEA' s initial plant 
capacity and to &iy pote~tial future additions of 
capacity. The same aoUT-.ent could apply equally l>ell 
to a Government add-on plant. 

Factually incorrect; under no circu~stances is u~A 
guaranteed a 15% return on invest~ent equity in a 
takeover situation. 

Factually -incorrect; in the event of takeover during this 
period for reaso:1s other thnn gross misr.t.:mage~ent, gross 
negligence, or "illful nis~onduct UEA risks losing both 
a return on equity invest~cnt ~d a portion of its 
equity j_nvcst::-.c~t. It coulcl be pointed out that 
inability of tr£A to roll over construction lo,;ns. at the 
end ~f the constrcctlon period could tribger a 
Covern~cnt tat~cov~r but \o;c:Jlc also prcsu:n::a';)ly perr.it 
the Go\.·ernr::~nt to be the· o~-m~r of c:.n op~rable pi:1nt nt 
a cost (c\"n~:.i.d ~rin~ for~!;:n i~vestr!<-.n ~ ) subst ~1~tlc.!..ly 

of its v•m pl<:r:.t. 
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Reuort R2fcrence 

Page 32c, first para. 
portion of last 
sentence 

Page 33, the twrd 
negligence in the 
first and fourth 
sentence 

Page 33, first · 
sentence under 
first major heading 

Page 33, first para. 
end to last 

' sentence 

~age 33, first para. 
last sentence 

.. 
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Comments 

Relevance of abse~ce of price regulation is 
questionable. In fact, price regulation could 
operate to remove risk of co~petition. 

Factu~lly in(:orrect (should read "gross negligence") 
and strongly ~sleading; im?lics only risk to equity 
is in e:r.treme conC.itions cited \·rhich uould be 
"difficult to pro-..·e." In fact equity is at risk in 
many other situations. Report fails to recognize 
extre~ely im?ortant point of potential for partial 
loss of equity. 

· Factually incorrect, tJEA is not 'assured of a constant 
15% rate of return 

Erroneous implication; while the gaseous diffusion 
process could be considered as a chemical process, 
the enriching services industry does not resemble 
the chemical industry - no single chenical product 
or service involves a capital investment of $3.5 
billion and long tern pay out - a ~ore nearly 
comparable industry in these respects (but not in 
degree of business risk) is the electric utility 
industry. 

Seriously erroneous t~plication that entry into 
enrichrr.ent industry presents only the norm3.l 
business risks - overlooks unusual difficulties in 
licensing nuclear activities, possibilities of 
nuclear ~oratoriu=s in various states and the 
unprecedented risk of investing $3.5 billion in 
a single venture as yet unprove.n con:r::e.rcially based 
on secret teclu.J.ology. It should be noted that 
without exceptio~, potential entrants into the 
enrich-c:ent industry and representatives of the U.S. 
financial co~u~ity during 1974 hearings before 
the JCAE viewed this activity as presenting 
abnorual business risks. 

11 



K~vort Reference 

Po.g~ 4!;-45 
Eeginning last 
sentence page 44 

last sentence, 
first para. 

Page 46, first para. 

Page 61, 1st para. 
first sentence 

Page 61, 1st para. 
second sentence 

-
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Comrn.::r:.ts 

factually incorrect; sr.oulcl read "E:?..DA' s present 
policy is to peroit doc:.estic co::1paaies t·iho e:·:pect 
to· provide enrichoent cap~city in the United States 
to initiate uncl.:1ssified disctissions uith foreign 
entit'ies within the confin::os of the Ato:dc Energy 
Act and the require~ents of Title 10 of the Code of 
Federal Regulatic~s, Part 110 Rules and Procedures." 

Incomplete. Should add st3.te-::::ent that "The. Governa:.ent 
would have to assure that the proposed arrange~ect 
\lOuld be beneficial to the U .S. 11 Also should revise" 
last sentence as follm.;s: 

"Any arrangeoent "t.;ould be subject to an 
appropriate Agreei:lent for Cooperation bett<~een 
the U.S. and the country or countries of the 
foreign entity. The Government findings as 
to the acceptability of such proposal.s 't-Tould 
be judged en the basis of:" 

Seriously erroneous and misleading implic~tion that 
cost benefit cited is due to Government construction 
of "next increr::ent of enr·ich=:ent capacityn vihereas 
figures cited are due to the e::isting Government plants 
and assuT<es EP~A estimates of revenues based oa attain
ment of proposed legislation permitting establish~2nt 
of co~r.2ercial charge_, presently estimated at: $76 per 

Factually incorrect in that the UE..>\ plant, l·lhich ~ 
be the last of its kind, if more advanced processes 
prove economical in time, is in fact related to the 
interests of other potential entrants. Early action 
by the Governsent to support UEA would enable other 
private entrants to secure foreign and domestic 
customers by virtue of this de:constration of serious 
intention of the GovernT.cut to rely on private 
enterprise to supply needed enrichment: capacity. 

Factually incorrect. See e3rlier co~ents in regard 
to facts of UEA's ris!~s. t-!oreo2ver, c;ts to co~petition, 
UEA is already encountering co;;:petition from th~ 
centrifuge because several lurgc potential custoc~rs 
(TVA, Cor:.sun~"!rs Pm-:er, tt·~O Tc:-:n..::; utili tics and oth.::rs) 
appcnr to have pnssed up UEA us a supplier and or~ 
nlrc;:•ly cealir!::; •.:ith put'::!<lti<ll c~~r:.t:t"i"u;~ cnriL:h::::~nt 

~~U~l~) 1. i. ~:~ ~5. 

1 I 



Repo~t R~fercnc.:. 

PR~C 61, 2nd para. 

P~£e 61, third p~ra. 
first sentence 

Page 61, third para. 
2nd sentence 

·Page 61, fourth para. 

Page 62, first para. 
third sentence 

Page 62t 2nd para. 
2nd sentence 

.... 

- 8 -

Inconplete in that borro',ring from the Treasury under 
Govern~cn:: m-rne::s:-tip Hould s':ell the total of the 
national debt acd, in such case, net: outlays "muld add 
to the budget d~ficit. 

Erroneous i~plication· that this potential difficulty of 
obtaining long ~e~ financing is peculiar to U~~ and 
not equally a?plicable to other potential entrants. 
Moreoever, all private industry ,.;ill experience these 
difficulties if core and more new Government agencies 
{such as the pro?osed govarn~ent enrich=.ent corporation 
proposed by GAO) arc enabled to .borrm• in the ooney 
markets. 

Erroneous implication that this is an inherent problem 
l..,.hen it probably \·i"ould be overco;ne itr.r::.ediately (for 
lJEA and other pri·.:-ate projects) if. the Congress p:1.sses 
the Nuclear Fuel Assur~nce Act, thus serving clear 
notice of U. S. Governcent support for private entry. 

Factually incorrect; lJEA investors •·rill not receive 
a guaranteed return, further;::ore Government funds are 
not at risk. 

Erroneous implication; Govern~ent schedule is end of 
1983 for 4. 5 nillion S~·l.J and the first part of 
1985 for 9 million St·X \vhereas if UE..A. schedule slips 
1 1/2 years they will have 9 million s~u by the first 
part of 1935. It should be observed that Governoent 
schedules also night slip. 

We would disagree. Separate corporate management of 
enrichment facilities, due to time required to obtain 
necessary legislation and dispersion of experienced 
personnel be:_t~:e~-:;. ERDA and the corporation, might 
'.;rell preclude ti:;:.:;ly implctr:entation of Govern~ent 's 
hedge plan shoul~ such action beco~e necessary. 
Horeover, establish~ent of such a corporation >·:ould 
reduce confiden:e in Govern~ent's intentions to 
transfer responsibilities for future enrichrr:ent plants 
to the private sector. 

I 
I 

I ; 

'. 
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PcJe 62, 2nd para. 
le:.; t sentence 

Page 63, 

Page 63, last ppint 

Appendix I 
Page 65, 2nd para. 

2nd sentence 

Page 66, first para. 
last sentence 

Page 67, last 
sentence 

.. 
-
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Erroneous i~?lication.. It is not at all clear that a 
Governr::ent cor'po::at:!.on t-:ould be freed frre:: buc;;et 
constraints. This ~..-ould be contrary to tr.e S?irit) 
if not the letter, of the "Budget Reform Act'' of 1974. 

Erroneous i~plication that private centrifuge enrichers 
are likely to be uillin; to assurr.e oore total risk 
with a less advanced technology Hhen all evicl.e.uce point~ 
in a contrary direction.· 

No basis is established in the report for this reco~endation, 
i.e., the report does not indic~te ~here the ?reposed 
Nuclear Fuel Assurance Act of 1975 is inade~uate, or an un
desirable ~echanism, for assisting develop~en~ of a 
competitive ur~1iu;J anrichnent industry. 

Factually erroneous. The statezent should re~d: 
"The Eurodif consortium, in Hhich Fra."lce. has a 42 percent 
interest, Italy 24 percent, Spain 12 percent, Belgium 
12 percent, and Iran 10 percent," 

Factually incon::.plete. The follm-ring should be. inserted: 
"Brazil has recently nade a.11. agree;:;::ant tdth t:-te Federal 
Republic of Ge:::-m.:my under l<hich Gzrrnany ~.:ill not only 
sell po:;er reactors to Brazil but also establish in 
Brazil the co~plete nuclear fuel cycle, inclu~ing an 
enrichment plant using the jet nozzle technology. 11 

Incor:-.plete. In lieu of the last s~ntence, the follm.;ing 
could be used: "Zaire has e::.-""Pressed ·interest in so!:!e type 
of enrich:::::nt plant to utilize e:-:cess hydropo-;.;oer but so 
far no one has .co;:;::e fort·Tard to fin.:mce, build and operc'.te 
a pla.1 t there." 

Note: Proposed arrcngements bet~ccn UEA and the Governncnt arc in the process 
of n.:!f,.otiation. 
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