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MEMORANDUM 1~ 0 3064 

NATIONAL SECURITY COUNCIL 

-CO~lFIDEN TIA L 
INFORMATION 

MayZS, lm 
MEMORANDUM FOR: BRENT SCOWCROFT 

FROM: 

SUBJECT: 

DAVID ELLIOTT 12. ~ 
Uranium Enrichment Add-on at 
ERDA 1 s Portsmouth, Ohio, Plant 

You asked this morning about the decision memorandum pending before 
the President regarding the uranium enrichment add- on at the ERDA 
facility at Portsmouth, Ohio. 

In order to obtain the Joint Committee's support of the Nuclear Fuel 
Assurance Act (NFAA), the President must agree to construct add-on 
capacity at one of the existing ERDA enrichment facilities. The purpose 
of this add- on would be to: 

Provide for backup of UEA in case that plant fails to 
come into existence. 

Give ERDA some additional capacity so that they can 
operate all their plants at a lower tails assay while 
meeting the existing orders. Lower assay will mean 
greater efficiency and less demand for uranium ore. 

Accumulate a larger U.S. stockpile of enriched uranium. 

Maintain employment levels at the Ohio plant and at Oak 
Ridge (which will construct the barriers to be used in 
the add- on). 

The size of the add-on has not been firmly established but may be in 
the neighborhood of 5 million SWU, or about half the size of the UEA 
plant. The output of the add-on would not be available for purchase 
as new orders by either domestic or international customers, but would 
be used for the internal ERDA purposes indicated above. If the add-on 

CONFIDENTIAL 

·liM( 



GGNFIDENTY .. l.. 2 

plant's output were to be offered for sale it would attract UEA's future 
customers and kill UEA 1 s prospects. The add- on plant would, however, 
be a backup to UEA so that any of its customers could be served if the 
UEA plant failed to function for any reason. 

Although it gives heartburn to some people in the White House to see 
the add-on plant constructed at all, they have accepted it as a necessary 
quid pro quo to obtain Pastore 1 s support of the NFAA. Without the 
NFAA the government would not be able to provide the guarantees 
required by UEA. 

Even with this concession, we are not out of the woods. There is a risk 
that the NFAA will be so amended in floor action as to become almost 
unacceptable. The President would then be faced with the dilemma of 
trying to work within the constraints of a very poor NFAA, or waiting months 
for the next session of Congress in the hope of getting a more satisfactory 
bill, or simply proceeding with the add-on. 

-€ ONFIDEN TIA L 
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THE JOINT STAFF 

THE JOINT CHIEFS OF STAFF 
WASHINGTON, D.C. 20301 

DJSM-1326.-74 
12 September 1974 

MEMORANDUM FOR THE OFFICE OF THE ASSISTANT TO THE 
PRESIDENT FOR NATIONAL SECURITY AFFAIRS 

-'Nffit:l-:- --·THE~ ASSIS'fAN'P SBCRB'l'ARY OF DEFENSE,~ 
(-Hfl'ERN:z.\TION1d:i-SE€{f;R;±-'P¥-AFFAI ItS} .. 

SUBJECT: NSSM 209 

Following are the Organization of the Joint Chiefs 
of Staff (OJCS) appointments for carrying out staff 
responsibilities with respect to the study directed by 
the subject National Security Study Memorandum: 

a. OJCS Representative: William L. Nicholson III, 
Brigadier General, USAF, Assistant Deputy Director 
for Force Development and Strategic Plans, Plans 
and Policy Directorate, telephone OX7-8510. 

b. OJCS Action Officer Point of Contact: 
F. N. Hannegan, Captain, USN, Member, General 
Policy Branch, General and Organizational Policy 
Division, Plans and Policy Directorate, telephone 
OX7-2729. 

"'!~.~I::u::t 
Major General, USAF 
Deputy Director 
Joint Staff 
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Dear Bob: 

THE DEPUTY SECRETARY OF STATE 

WASHINGTON 

June. 17, 1975 

The President's approval of a program for the 
expansion of u.s. uranium enrichment capacity will 
serve important foreign policy objectives by enabling 
us to regain the initiative in the supply of uranium 
enrichment and thus restore credibility in the U.S. 
as the most reliable source of supply. The effective 
accomplishment of this objective, even with substantial 
new capacity once again at U.S. disposal, will depend 
heavily on the overall nature of the distribution policies 
which we adopt in connection with both the new and · 
existing capacity, and on the manner and timing of 
their announcement. In view of the important foreign 
policy interests involved, the Department of State 
looks forward to working closely with ERDA in reviewing 
the proposed policies and related announcements from 
the standpoint of their impact abroad. 

In his letter to you of May 8, Tom Enders noted 
the significance the Department attaches to establishing 
equitable contracting terms as between foreign and 
domestic customers and ensuring opportunities for 
foreign investment in US enrichment plants. There 

The Honorable 
Robert C. Seamans, Jr., 

Administrator, 
Energy Research and Development 

Administration. 



- 2 -

are two additional aspects of our distribution policies, 
presently under active consideration, which I believe 
have substantial foreign policy implications: pricing 
for enrichment services; and a new "open season" 
option for US utilities holding fixed contracts. 

I understand that implementing actions are 
now being considered to give effect to the proposed 
legislation which would enable ERDA to make a charge 
for uranium enrichment services associated with existing 
government plants more nearly in line with that antici­
pated for commercial services -- increasing charges 
from $47/kg SWU to about $75/kg SWU. I am aware 
that nuclear power costs are relatively insensitive 
to uranium enrichment charges, and that the contemplated 
increase to $75/kg may increase generation costs 
by only a few percent. Nevertheless, the absolute 
magnitude of the increased charges is substantial, 
as is the almost 60 percent increase in separative 
work costs which this new charge would represent. 
In combination with earlier increases in the relatively 
recent past, a $75/kg separative work charge would 
be nearly three times the level of the charge ($26/kg) 
which was in effect as recently as February of 1971. 

I fully accept and support the principle that 
u.s. Government charges for uranium enrichment services 
should be brought into line with expected commercial 
charges. Further, I am aware that many foreign consumers 
are far more interested in reliability and comparability, 
and recognize that U.S. prices will, in due course, 
rise to commercial levels. Nevertheless, I am concerned 
that the announcement of such a large one-step increase 
in our charges will further seriously prejudice our 
image abroad as a reliable, responsible supplier 
of uranium enrichment services. 

For these reasons, it would appear to me that 
we should not, without further study, in which the 
Department of State would wish to participate from 
the standpoint of considering the foreign policy 
implications, announce the large proposed increase 
in enrichment charges. An alternative which might 
be considered is a gradual step-wise increase in our 

... 
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uranium enrichment charges which would bring them 
to an essentially commercial level at the time that 
new capacity is in being. Such an approach would 
do much to reassure our customers of our determination 
to act responsibly and with restraint, while concurrently 
giving both customers and prospective enrichers the 

·necessary notice of our future pricing policies. 
At a minimum, to provide proper context and reduce 
foreign anxieties, I would suggest that we review 
pricing decisions in the context of implementing 
and announcing the President's decision to build new 
capacity. 

Another matter related to our distribution policies 
on uranium enrichment over which I have some concern 
is the proposal, which I understand is under consid­
eration, for another "open season" which would allow 
U.S. utilities whose reactor projects have been deferred 
or delayed to cancel or otherwise modify their fixed­
commitment enrichment contracts. The domestic aspects 
of this proposed open-season are, of course, outside 
the competence of the Department of State. It is 
our understanding, however, that an important part 
of the rationale for this proposal is the desire to 
increase the u.s. enriched uranium stockpile, and 
that, accordingly, there may be a disposition not 
to make use of any enrichment service capability regained 
through contract cancellations to convert foreign 
conditional contracts to firm contracts • 

. I recognize that this issue will be of less 
concern if, as expected, the announcement of an "open­
season" is combined with an announcement of the Pres­
ident's decision to expand uranium enrichment capacity. 
Nevertheless, since the President's decision will 
not enable us immediately to begin to contract for 
new capacity, I believe we must remain ready, as we 
have stated we would be, to convert existing conditional 
contracts to firm contracts in as many cases as possible 
by the transfer of canceled domestic contractual com­
mitments to overseas customerso Our unwillingness 
to take this step would give rise to further unnecessary 
doubts on the part of other nations to our intentions 
and our reliability as a supplier, and would be par-/FOR 
ticularly difficult for them to understand in the ~· D< 

<:;) .; 
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context of a Presidential decision which would seem 
to alleviate the need for the U.S. to husband its 
supplies to meet domestic needs. This will be especially 
disturbing to foreign customers given the President's 
decision to support UEA, because UEA plans to require 
investment by its foreign clients (until the amount 
needed to finance the plant is accumulated) in return 
for the right to contract for SWUs •w and many holders 
of conditional contracts would prefer simply to convert 
to firm contracts with no investment pre-condition. 

I believe that U.S. decisions on "open season" 
and pricing .. - as well as decisions on domestic and 
foreign contract terms and acceptance of foreign 
investment -- are significant international policy 
questions which should be considered together in 
the context of implementing the Presidential decision 
on a program for new enrichment capacity. I would 
very much appreciate your review of the various issues 
the Department has raised on enrichment policy, as 
well as the opportunity for the Department to work 
closely with ERDA in developing the announcement 
and other arrangements incident to the President's 
decision toward this end. I have asked Mr. Myron 
Kratzer, Deputy Assistant Secretary for Nuclear Energy 
and Energy Technology Affairs, to be in contact with 
ERDA in order to represent the views of the Department 
of State in these important matters. 

Very best regards. 

Sincerely~ 

Robert S. Ingersoll 
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MEMORANDUM ACTION - 2923 

NATIONAL SECURITY COUNCIL 

CONFIDENTIAL 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

May 2, 1975 

GENERALSCOWCROFT 

DAVID ELLIOTT <f.;' E . 

NSSM 209 -- Future Uranium 
Enrichm.ent in the U. S. 

As you recall, following last summer's debacle wherein the U.S. had 
to abort some and discontinue other foreign contracts for enriched 
uranium to fuel nuclear reactors, the President approved a NSSM to look 
at the fundamental question of how the U.S. will carry out President 
Nixon's commitment to be a reliable supplier of nuclear fuel to the 
free world. 

The basic pending decision is whether the U.S. Government will under­
take to build additional enrichm.ent facilities or will we continue to wait 
for a private company to take on this responsibility. There is one 
company {UEA) which has evinced interest in getting into this business, 
but, thus far in the year of negotiations, it has not been able to line up 
customers to make the venture look viable. UEA is now asking for a 
variety of government supports to make its private entry feasible. 

In the meantime, our international position as a supplier of nuclear fuel 

/.-.?tl 

is badly eroding. Some examples are: The Brazilians are just concluding 
a multibillion dollar nuclear deal with the Germans because they no longer 
view us as a reliable nuclear partner. The British have canceled enrich­
ment contracts with us and placed them with the Russians. France has made 
a major entry into the international enrichm.ent market by starting con­
struction of a large enrichm.ent plant and may be on the verge of a 
commitment to a second plant. 

We have tried over several months to move the decision to the President 
as to whether or not the U.S. can afford to persevere in its attempt to es­
tablish private uranium enrichm.ent in the U.S. if the transition cost is 
going to be so great in foreign policy and foreign trade. But we have 
been held up because OMB or ERDA have, at one time or another, urged 
delay while the UEA deal is further examined. 

CONFIDEN TIAL/GDS 
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ERDA has now concluded that the UEA deal is not worthy of support and 
proposes that the government commit to build a new plant. We would, 
at the same time, start taking enrichment contracts (domestic and foreign) 
again. 

I understand that Lynn has asked you to agree to continue the delay in 
putting the fundamental question to the President, so that negotiation 
can be undertaken with UEA to ascertain UEA's bedrock demands. 
Though cloaking his proposal in the desirable mantel of obtaining complete 
information for the President, the effect will undoubtedly be further 
deterioration abroad. And, although OMB speaks of three weeks, ERDA 
indicates such negotiations with UEA could take months. (The truth of the 
matter is that the UEA deal would, in any event, have to be so propped up 
with government support and money that we have already lost the concept of 
private entry. ) 

Lynn makes no mention in his memorandum to the President (Tab A) of the 
foreign policy effect of further delay. Further, he does not mention that 
Bob Seamans thinks no good purpose can be served by trying to negotiate 
with UEA because the basic issues are understood. Because of Seamans 
reluctance, OMB wants to turn the UEA negotiation over to Frank Zarb. 
Moreover, OMB has not even coordinated this idea with Seamans, who is 
the responsible agency head for carrying out whatever enrichment policy 
is reached. 

Tom Enders would like to suggest to Kissinger that, at the ministerial meeting 
of lEA on 27 May, it would be very valuable if the U.S. could clarify its 
policy regarding our position as a world supplier of enrichment services. 
Enders' idea and Lynn's request for more delay are incompatible. 

Your options are to press for presentation of this issue to the President 
now, or to delay further (possibly some months) to see if the UEA proposal 
can be made more attractive and possibly elicit Administration and Congressional 
support. Do you want to call Lynn, or give me guidance on our position of 
the Lynn pap~-which presumably we will receive from Rumsfeld for comment 
before it goes to the President. 

-GONFIDE~tTIAL/GDS 



Signature 

MEMORANDUM POR THE PRESIDENT 

FROM: 

SUBJECT: 

JIM LYUN 

Further development of an alternative for 
provision of addi tiona! uranium enrichment 
capacity 

The Administration must decide soon how additional national capacity 
for enriching uranium to fuel foreign and domestic nuclear power 
plants will be provided. in order to meet domestic needs and to 
retain our foreign markets. 

5b 

tn 1971, the Executive Branch established a policy of having private 
industry, rather than the Federal Government, provide additional (~(\f SC... 
uranium enrichment capacity when needed. Last September, ~e ~i' 
Secretuz of State became concerned that this policy might not 
provide eapaCity-'in time to serve both domestic and foreign policy 
interests. You approved a study of the issue which will be 
completed within the next few weeks. · 

nus· memo i' to (a) report on the status of the three alternatives 
being explored, and (b) request your decision as to whether further 
work should now be undertaken which is essential to determine the 
viability of one of these alternatives. 

The need for additional ,eapacitr 

Three Energy Research and Development Administration-owned uranium 
enrichment plants have ~rovided the basis £or the United States• 
virtual free world monopoly on uranium enrichment services. ERDA's 
plant capacity is now fully committed. Western European interests 
are now moving to build two larRe plants, but this need not prevent 
the U.S. from capturing a substantial share of the foreign market, 
provided we ean move ahead this fall with the detailed planning 
necessary to have additional capacity on line 1n the mid-eighties. 



Meeting future demand, both foreign and domestic, is expected to 
require about ten U.S. plants equivalent in capacity to any one 
of the three existing plants. These new plants would cost about 
$3 billion each in 1975 dollars. 

Alternatives bein$ evaluated 

Studies - under ERDA and NSC auspices - have largely been directed 
toward the evaluation of three alternatives: 

1. To enable private industry to move i~ediately to build 
additional capacity, and subsequent plants as necessary. 

2. To have ERDA build the next increment of additional capacity 
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· at a cost of about $3 billion (in 1975 dollars). while continuing 
. to pursue the private entry objective .for subsequent plants~ 
beginning about 1979, using new technology now under development 
by ERDA. 

3. To abandon the private entry objective forthwith and have ERDA 
build additional plants as necessary.· 

S~tus of 1971 policy and the response to it 

Under the first alternativel> a consortium (UEA) composed of Bechtel 
and Goodyear has already developed plans, with foreign financial 
participation, to build a $3 billion plant. Eut UEA is finding it 
necessary to seek some degree of Government backing or recoverable 
assistance to secure private financing and to accommodate its 
domestic utility customers. Private financiers want rigorous 
conditions of sale to justify a high percentage of debt financing, 
but such rigorous conditions are difficult for the electric 
utilities because of their current financial condition. 

Dr. Seamans' evaluation of the UEA proposal is that the UEA plan can 
be made to work if it has adequate Government support; but ERDA is 
concerned about how much Government assistance would be reasonable, 
how acceptable that assistance would be to the Congress, and how 
long it would take to consummate arrangements. (However, detailed 
negotiations with UEA have not yet begun.) ••• Dr. Seamans would 
prefer Alternative 2, but in a version (yet to be fully developed) 
which would split the next increment of eapacity between (a) Govern­
ment construction and (b) later, private construction using a new 
enrichment technology still under development by ERDA. 

Having met personally with the top people at Bechtel and Goodyear, 1 
am impressed with their aggressiveness and tenacity, despite 

,, . •'.' 
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formidable obstacles. How~ver, UEA has already invested nearly $9 
million, and its willingness to persevere is beginning to wear 
thin. Moreover, it is inherently in1portant for the Nation that 
the issue be resolved soon one way or another, so that the U.S. 
can meet its own needs and also convince other countries that we 
will continue to be a reliable supplier of enrichment services. 
Absent some signal from the Administration and some degree of 
progress on the legislative front, I believe that the UEA 
consortium may expire by mid-summer. 

I recognize that congressional approval of an assistance ~ckage 
will not be easy to achieve, even though the alternative is early 
appropriation of several billion dollars for another Government 
plant. Nevertheless, private entry has strong attractions, as 
follows: 

• uranium enrichment is the kind of activity which need 
not remain in the public sector; . 

• UEA is ready and willing to move, given strong encourage­
ment and some limited assistance; 

• success of the UEA venture would, I believe, serve to 
"break trail" for subsequent private ventures, three of 
which are already in the planning stages; and 

• additional Government construction now might discourage 
future private involvement. 

The immediate problems 

Pull evaluation of the UEA venture (in effect, Alternative 1) depends 
upon finding out through expedited, serious negotiations, what UEA's 
minimum requirement for Federal assistance would actually be. 
Unless this is done, time will run out without Alternative 1 
being in shape for decision. 

A related problem is that of who will conduct such UEA negotiations. 
ERDA J s the logical a~ency to do this, but Dr. Seamans appears not 
eomfortable about having the responsibility for the major effort 
that would be required to bring about private industry's construction 
of the next plant, because of his doubts about the UEA venture. 
A decision to proceed with negotiations should be accompanied by 
a directive to establish a negotiating team that is fully committed 
to a major effort to elevate tho UEA venture to a real option. 



Since I believe that there is no substitute for EFDA's ~4inline 
involvement. I believe the best solution would be to tive co­
responsibility to rr. Seatr~ns. and Frank Zarb, who was extensively 
involved in the private entry objective when he was in 0~1s.· 
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In rrq judgment,. such ne?,otiations ttill not prcceed in the expedited, 
serious way required unless you signal that it has an important 
priority. Accordinely, I recom~end you sign the attached memoraneua 
to Dr. Seamans and Frank Zarb. 

Attachments 

Distribution: 
00 Records 
Director 
Deputy'Direetor 
Mr. Loweth 
Mr. Taft 
Mr. Schuldt 

SSET Division:HFLoweth:bc:4/30/75 
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THE MUTE HOUSE 
Washington 

THE PR!:SIDt:~IT 

?:e~otintior,s with Private Consortiul!l for Uraniul:l 
Enrichment V cnro.:re 

I am advised thet on& of the three policy alternatives beb}t. cxplor~d 
to provide the needed ndditional national capacity for enriddn~ 
urnniul'!l is that of ill:r~rlitl.to privnto entry. I also undcrstsnd that 
one ccnsortiun, Uranium En't'iduncnt Associates (ITA). is now prernred 
to proceed with a private v~nture, provided that reasonable Government 
asslstattco is offorod. Ir~ order th:-:.t t!1is alternntivo n~ay be properly 
devvloped for ny considerntion, as a~ninst other alternatives. I 
bolieve that ne~otiations sh011ld now be initiated 1-dth l~FA directed 
tw:..n.-d dete'%'!:lininf! the minil':~u~ level of Covel"'lmcht assistance needed 
to Tealize the venture--if t."lat alternative wore to be chosen. 
dnco til'le is of tho essence in rovinp. forward with this pTObleH, 
such negotiations should proceed immediately nnd effcctiv~ly. 

Because Frank Zarb has already had extensive prior experience in 
dealinn with UF.A. on the subject of private ur:mhtt> cnrieh~ent ond 
in view of FEA's responsibilities for developing national ener~y 
resources, it is appropriate that you work with him in completing 
the necessary neRotiations. I would expect IRDA to continuo to 
prcvide the necessary staff assistance to ensure expeditious 
handling or th~se negotiations. 

cc: Frank Zarh 

Sc 



THE DEPUTY SECRETARY OF STATE 

WASHINGTON 

7509323 

May 7, 1975 

CONFIDEiN'l'IAI:! 

PERSONAL FOR GENERAL SCOWCROFT 

Brent: 

I understand that you expressed interest 
in receiving views from the Department on the 
foreign policy aspects of our uranium enrich­
ment policy which could be drawn upon in 
preparing a memorandum for the President on 
this subject. Our official views, as you 
know, were transmitted by me on January 8, 
1975 in a memorandum for the Assistant to 
the President for National Security Affairs. 

The Department stands by its official 
position, but the recently-developed "ERDA 
plan" introduced an option which did not 
appear in the NSSM 209 study. My understanding 
of the ERDA plan,however, suggests that it would 
be completely responsive to State's concerns and 
consistent with our January position. The 
attached paper, which you may draw upon, 
reiterates our views in the context of Bob 
Seamans' proposed approach -- which I endorse. 

Of prime importance, as you know, is the 
need to resolve rapidly and credibly the un­
certainties associated with our present enrich­
ment policy. Considering our international 
energy, non-proliferation, and balance of pay­
ments objectives, I am certain that Secretary 
Kissinger shares my interest in obtaining 
prompt Presidential determination on this 
considering the views of all agencies. 

_l,_.,~, 

[.' ' 

Robert S. Ingersoll 



CONFIDENTIAl:. 

STATE DEPARTMENT VIEWS ON 
US URANIUM ENRICHMENT POLICY 

5/7/75 (}J 

US enrichment uranium supply policy is an important 
factor in our overall political relations with major 
countries and specifically affects our non-proliferation 
and energy cooperation efforts as well as our balance of 
payments position. These interests have suffered during 
the past year due to the uncertainty over whether, when, 
and how new enrichment capacity would be built in the 
United States. Particularly acute damage has been caused 
by the "contracting gap" which began last summer when the 
then AEC was unable to satisfy foreign demand for enrich­
ment contracts, having reached the capacity of the 
existing US plants. The inability of the US to satisfy 
this demand has continued and it is exacerbating our 
foreign policy problems. 

Under the existing policy of private entry, our 
foreign policy interests have suffered a series of set­
backs due to the inability of the Uranium Enrichment 
Associates (UEA) organization to develop a credible pro­
posal for private sector construction of a fourth gaseous 
diffusion plant. As the enrichment contracting gap has 
widened, foreign customers have become disillusioned with 
our inability to establish a firm timetable for the con­
struction of new enrichment capacity adequate to meet the 
fuel needs of foreign and domestic customers as we have 
done in the past. This situation has cause major 
prospective foreign customers (including Japan, Brazil, 
a number of Western European countries, and Iran) to turn 
to other fuel suppliers, the French and the Soviet Union 
in particular. In addition to harming overall relations 
with these and other nations, our current enrichment 
approach has: 

-- inhibited our ability to take important initiatives 
in the field of international nuclear energy cooperation 
among consumers; 

-- reduced our ability to impose US non-proliferation 
safeguards standards using the leverage of fuel supply 
contracts, and 

-- diminished significantly future US economic 
benefits flowing from sales of US-type reactors as well 

DECLASSIFiED 
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as associated fuel and to attract foreign investments in 
US enrichment facilities. 

As we see it, the UEA project is in serious trouble. 
We understand that ERDA estimates that it could take one 
year to negotiate a final agreement with UEA, and that 
there is no guarantee that such negotiations could be 
successfully concluded, given the wide scope and complexity 
of the government assistance package requested, the finan­
cial arrangements to be consumated, and the need for 
legislation. Furthermore, not only are domestic utilities 
reluctant to fully support the UEA effort, but it does 
not appear that foreign participation at the 60% level 
UEA projects as necessary to the success of its venture, 
could be achieved. While Iran remains favorably disposed 
to invest in UEA, Japan has adopted an increasingly cool 
attitude toward this project and few, if any, other 
foreign investors have been identified. 

The ERDA plan, on the other hand, would meet our 
foreign policy concerns by setting in motion promptly 
a credible program to establish additional enrichment 
capacity in the United States which would serve foreign 
and domestic customers on an equitable basis. The pro­
posed government construction of an increment of gaseous 
diffusion capacity and strong support of the construction 
of private centrifuge plants combines existing and new 
technology into a powerful joint venture between the public 
and private sectors. We believe this blended approach 
will be extremely well received abroad. We also believe 
that prospects for attracting foreign investment for this 
program can prove to be considerably better than for the 
UEA scheme. We believe that the Japanese as well as the 
Iranians will probably be willing to participate through 
equity and/or debt financing. 

Of crucial importance to Secretary Kissinger and 
others is the need to resolve urgently our uncertain 
enrichment policy. The forthcoming ministerial meeting 
on May 27th of the International Energy Agency offers a 
unique opportunity for the Secretary to set out clearly 
the general thrust of our enrichment program. Such an 
announcement would be of major value not only to our 
cooperation with other consuming nations in the IEA but 
also in our non-proliferation efforts. I would urge that 
a Presidential determination be sought to the extent 
practicable on this issue to permit such a decision to..-:.· Fo . 
be made before the end of this month. -~ i-• ii,,;-., 

l~~ c;.. 
or. 111) 
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MEMORANDCM 

THE WHITE HOUSE 3133 

WASHDIGTON 

..SEGRE'f ATTACHMENT ACTION 

MEMORANDUM FOR: THE PRESIDENT 

FROM: HENRY A. KISSINGER fK 
SUBJECT: Uranium Enrichment 

Last fall you requested an interagency study (NSSM 209) of the steps the 
u.S. might take to meet future domestic and foreign demand for uranium 
enrichment services (the fuel for nuclear reactors). One of the main 
questions was whether or not there are private companies who would take 
over this business and relieve the Government of the responsibility. The 
study is completed and could be forwarded for your decision within two 
weeks. However, OMB is asking that instead of reaching a decision now, 
you direct ERDA to pursue negotiations with one company (UEA) for the 
purpose of trying to reduce the list of Government supports the company 
requires to get into business. (These Government supports involve a 
guarantee loan -- up to $3 billion -- if UEA bonds cannot be sold; a guaran­
tee that the plant will work technically; the assumption of cost overruns; 
a buy out of U EA if the plant cannot operate because of licensing, regula­
tion, or judicial action; taking over the contracts of defaulting customers; 
buying up to 15% of the plant1 s output for the first three years; terminating 
enough of the ERDA contracts with current customers so that UEA can 
acquire them and be assured of having its produce sold out; and allowing 
UEA to burrow enriched uranium from the U.S. stockpile.) 

Bob Seamans (in a letter to you at Tab A) opposes negotiation because he 
feels that he has adequately assessed the UEA proposal (Tab C). Such 
negotiations would take a number of months (time we do not have, for 
reasons outlined below), would highlight the chosen instrument character 
of UEA and undercut already dubious Congressionq.l support, and are 
unlikely to produce the major changes in the assistance package necessary 
to make the company's demands acceptable. Further, it is quite conceiv­
able that even with Government supports UEA will fail a year from now 
to commit to plant construction. There is little support among U.S. 
electric utilities for UEA (hence the need for UEA to try to sell 60% of 
its output to foreign customers) and the company is thinly financed (the 
organizers are putting up only 6% equity investment) • 

....SEGR.E!f.fATTACHMENT 
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SECRET ATTACHMENT 2 

Seamans believes that it is possible to establish a competitive private 
enrichment industry using a new technology (centrifuge). This strategy 
would require that an add -on be built to one of the Government gaseous 
diffusion facilities to handle orders for enrichment services over the next 
year or two, while the centrifuge companies are firming up. In Seamans' 
view, this course would be more preferable than committing to UEA 
(which would use current technology) and thereby creating a virtually 
risk-free monopoly propped up with Government supports, which would 
effectively delay the evolution of a competitive enterprise. (The cost of 
the Government add-on would be $1. 5 billion over eight years, but could 
be largely offset by revenues from our present plants.) 

The State Department (Tab B) is particularly concerned that whatever 
decision is reached, that the commitment be immediate. The U.S. has 
been the free world 1 s supplier of nuclear fuel and the dominant leader in 
nuclear affairs. A year ago, when we stopped accepting fuel orders, our 
credibility as a reliable supplier sank precipitously. Since then several of 
our allies have turned to the USSR for this fuel, major investments have 
been made abroad in enrichment facilities that will compete with the future 
U.S. enrichment industry, and reactor sales, which are tied to fuel contracts, 
have gone to foreign companies. (Because of our fuel contract hiatus, 
Brazil just signed up with Germany for $4 billion in reactors and equipment 
that would have been expected to go to GE or Westinghouse--see Tab D.) 

In addition to trade and other energy policy considerations, we want to 
maintain foreign reliance on the U.S. nuclear supply because through this 
leverage we exercit?e special controls to inhibit the proliferation of nuclear 
weapon development. Because of this dual character of nuclear technology, 
we cannot deal with it simply on a commercial level. 

It would be very useful in reestablishing our nuclear position if we could 
announce at the May 27 Ministerial Meeting of the International Energy 
Agency that a U.S. commitment has been made;;to build additional enrich­
ment capacity and that we will be accepting fuel contracts as soon as 
general Congressional approval is obtained. This would necessitate a 
basic decision on your part before that time. 

RECOMMENDATION: 

That ERDA not be directed to negotiate further with U EA and that the 
decision paper on the next U.S. uranium enrichment facility based on the 
interagency review of the issue be forwarded to you within two weeks. 

Approve ________ __ Disapprove ________ __ 

Sli:CRET ATTACHMENT 
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THE WHITE HOUSE 

WASHINGTON 

23 May 1975 

copy handcarried to Cpt. Howe(with 
change page 2). 
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attached sgd undated HAK to Pres memo 
was sgd for record and memo that was 
forwarded to Pres is exact page 1 with 

S 1croft sgning for HAK, page 2 differs 
from carbon retyped one ••••• 
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SUBJECT: 

THE WHITE HOUSE: 
DECISIOt! 

VI A 5 H i i'~ G T 0 j..._. 

r::5.y , 1975 

The importance of enriched u::-anium to future energy production can be 
summarized in this way: From the early 1980 1s to the year 2000, enriched 
uranium is likely to be as significant to energy production as oil is today. 

The U.S. ro.eed to expand its capability to enrich uranium presents tv1o 
issues: 

The immediate issue is ho'N Secretary Kissinger can, at the May 27 l'viinis­
terial Meeting of the International Energy Agency, derr:.onstrate that the U.S. 
is committed to maintaining United States leadership as the free world 1s 
supplier of enriched ura;:,ium and U.S. dominance in nuclear rs. 

The long-term issue is t.Nhether enriched uranium, the fuel for the atomic 
energy utility plants that ar'i! expected to be built by the hundreds from no:,-; 
until 2000, will be produced by the United States govert".ment, by private 
enterprise or by a combination of the t;.vo. 

BACKGROUND 

The United is now enriching uranium in thres ERDA-owned plants -
at Pc.ducah, Kentucky, Oak Ridge, Tennessee, and Pons:::outh, Ohio. 
These plants, now being expanded, can supply initicl fuel and replace-
ment fuel for 270 nuclear electr-ic 

Ee.ch the three enriching plants uses the VJorld War II diffusion process, 
v·:hich is proved in technique, t ve::y costiy in electric consumpti:Jn. 

The capacity of three t 2i3 for 
utilicies, l/3 foreign. I!", t~~e United States has 
not c:>.ble to take any mOre urcnic.m. ~ 

1v 
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The 1Norld-vvide dem.c.nd for enriched uranium.in the forosee3.ble future 
·.vould require, accordir-,g to estimates, 20 additional plants of about 
the size of each of the ERDA plants. To meet U.S. demand and about half 
of foreign free world demand (the informal U.S. target} will require the 
construction in the U.S. over the next twenty years of about ten plants, 
ec.ch the of ar. existing ERDA plant. 

Clearly, \Ve need additional production capacity, both for domestic needs 
and to compete for fo:::-eign markets. 

The policy of the previous Administration was to encourage private financing 
and construction of additional uranium enrichment plants. 

Last Fall you approved a study to reevaluate that policy. 

The alternatives have now cowe down to these: 

1. Assist private industry, through technical assistance 
and some Federal guarantees, in building the next dif­
fusion plant, at a cost about $3 billion of private capital. 

2. Have ERDA expand Ohio diffusion plant (at a cost of about 
~l. 2 billion) 'Nhile encou.raging private industry to build 
additional plants using a new centrifuge technique. The 
centrifuge process of enrichment is an experimental success 
and uses less then one-fifth the electricity of diffusion. But 
it has not yet been proved commercially. (EXXON, G3.rrett 
Corp., and ENI-Atlantic Richfield are among those which have 
indicated a strong interest in building centrifuge plants.) 

3. Have ERDA build all the additional uranium enriching 
plants the United States needs for domestic and foreign 
markets. 

Cur;ent Situation 

The eight-month evaluation has not brought about a consensus. Your prin­
cipal advisers v:ith responsibilities in this field are in disa-;:;re:?wem. 

1. Secretary Kissinger a~d Dr. Sear::ans (Tab I) state that: 

(a} Immediate do;:::estic ar.d inter-national needs for di:Jor:.al 



(· 

( 

- 3 -

uranjurn enrichir:g plants require immediate expansion 
of ERDA's capacity as soon as Congress approves. 

{b) The President should decide that, if at all possible I the 
next er:richment plants built in the U.S. would be private, 
either centrifuge or gaseous diffusion. 

{c) 

(d) 

Thus we need not make a judgment now whether or not the. 
one private consortium attempting to build a diffusion plant, 
Uranium Enrichment Associates, can get the financing, or 
the Congressional support for Federal guarantees against 
losses, necessary to build a plant that will cost $3 billion 
or more. (UEA includes Bechtel, Goodyear I and is ex­
pected to include 3-S other U.S. firms, with capital par­
ticipation by Iran, Jordan I and other nations.) 

We cannot continue to delay expanding production, for we 
are already losing orders to Russia, (·which we believe has 
one plant and a stockpile of fuel) , France, and Germany. 
We are also losing dominance over the provision of enrich­
ing services, which v.;e would like to retain for national 
security reasons. 

~. Jim Lynn and Frank Zarb {'Tab II) take this position: 

{a) As a matter of principle and policy, vve should encourage 
private industry to enter uranium production as soon as 
possible. 

(b) The substantive decisions as to how we obt;:~in further pro­
duction --public or private ownership I diffusion versus 
centrifuge -- should be :na.de on the basis of c.n options 
paper being developed through interagency efforts during 
the pa.st few months, which can be ready in early July. 

(c) In order to properly a;:;sess the pros c.nd cons of the UEA 
option I its proposal needs further definition I including the 
extent of assistance UEl\ believes it would need from the 
Federal Goverr.ment. This should be vtorked out by nego­
ation. Lynn n::comr::ends that you direct Frank Ze.rb and 
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Dr. Seamans to find out and report to you vvithin thirty 
days what UEJ\.'s minimum requirements for Federal assist­
ance would be. Without such work, the UEA option •.vill not 
be definitive enough to be an option. 

(d) By no later than mid-July, you would be in a position 
to rr:.ake the decisions based on the interagency option 
paper, including the UEA option. 

(e) An Administration commitment now to expand ERDA pro­
duction would discourage UEA from going ahead with 
its diffusion plant and probably cause its members to dis­
solve the consortium. If UEA withdraws, then other pri­
vate firms would be reluctant to try later. 

From our discussions with your advisers and study of the attached memoranda, 
it appears that these are desirable objectives: 

1. To provide Secreta::-y Kissinger with specifics that make 
credible what the United States is doing to expand pro-· 
QUCtiOn. and Pncth1e him t0 Tnri'kA rnrnm)tiT\'?!:!:0 ::_:: i;_':) £·..::!'..:!""'::) 

deliveries of enriched uranium. 

2. To provide the,opportunity for private enterprise to engage 
in uranium production as soon as possible. 

3. To be ready to expand ERDA's production if that is necessary. 

OPTIONS 

1. Authorize 2:nnouncerr:.ent simultaneously here ar.d by Dr. Ktssinger 
in Europe on lV!ay 27 that U.S. Go'Iernment will build the next addition to U.S. 
uranium enrichment capacity·. (Supported by Secretary Kiss5.nger f.)r. 
c . ' ueamans} 

Agree --- ___ _Disagree 



2. to c:nnounce on ~-Ic:y 27 

(c.) c. s. t vlill cc.use to be built, preferably 
th::Ju:;h pri·ic.~e O'.·.n::ership, but by the Federal Govern­
r::eEt :'.f n2cessa.ry, additional enrichme:1t capacity (c.lo!l.g 
t!-'.e the o<Jtline at Tc.b III.) 

(c) :ect the final options paper on the substantive issues 
--government v·ersus pri'late, diffusion versus centri­
fuge, etc. -- to be delivered to you no later than July 5. 

(Supported by Jim Lynn, Frank Zarb, Phil Buchen, Jack Marsh 
Bob Hartm;::nn, and Alan Greenspan.} 

Agree Disagree --- ---

: 

I 

I 
I 

I 
I 
I 
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UNITED STATES 

ENERGY RESEARCH AND DEVELOPJ\1ENT ADMINISTRATION 
WASHINGTON, D.C. 20545 

The President 
The Hhite House 

Dear Mr. President: 

}!ay 8, 1975 

Jim Lynn has advised me that he is recommending that you direct 
ERDA to pursue negotiations with the Uranium Enrichment Associates 
in an effort to deterr.rlne what vmuld be the taini.mum federal 
assistance necessary to bring this private enrichment venture into 
being. lie feels this added information is required to enable you 
to make a decision between the severaJ. alternatives for obtaining 
uranium enrichment capacity. 

Er~A has already conducted an extensive review of the UEA 
proposal and has reviewed its findings in detail with the OHB and 
other nembers of your staff. It is my view that we have sufficient 
information today to decide on a viable course of action -- a 
course which I believe best serves our objective of introducing 
private industry into this sector of the nuclear power business 
and Eeets the critical consideration of timing. An immediate 
decision is essential to our o~m economy and to our balance of 
trccte. uur inability for the past year to take orders has adued 
uncertainty to-our domestic utility industry and to our foreign 
posi t::lon on the sale of ur anitn fuel and nuclear pmo~er reactors. 

In light of these considerations, I have in recent wee~s 
presented r:1y views to Jim Lynn~ recor;::;1ending: 

Rejection of the DEl~ proposal; 

Commituent to add eurichoent capacity to an existing 
goven"!nent facility in order to take immediate orders, 
both domestic and foreign; 

Initiation of private enriching capacity on a competi­
tive basis using centrifuge rather than gaseous 
·-d' '"f ' • ' . d ro• • d • 1 , J..:r usJ.on sepa~atJ.on netno s. .Ln:Ls a vancea tecnno .... ogy 
has much greater energy efficiency, and is more fl~~ible 
in terns of meeting shifting de2and. 
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The UEA approach is not the best alternative available to the 
govern.!llent. 

As it now stands, the UEA proposal represents both a sole 
source procurenent and such a high federal liability and 
low private risk that it would set an undesirable 
precedent for future commercial ventures. For this 
reason, Congressional support will be most difficult-to 
achieve and, even if such authorization is achieved~ 9-12 
months 'rill have passed without an assured program for 
meeting demand for enriched uranium. 

Negotiations with UE../i would require a number of months 
and -- even if their position proved more acceptable -­
would still not of itself speed the re-opening of the 
11order book" nor establish private enrichment-on a competi­
tive basis. 

In our plan, we would immediately seek Congressional authoriza­
tion for added government capacity and for industrial cooperation 
for privately financed centrifuge facilities. Ue ";Wuld then initiate 
the design and procure the long lead items for the expansion of 
government facili1:ies. He would tailor the size of the add-on 
government plant to the min:i:ttum needed to give private industry 
time to get established. I believe that this approach constitutes 
!:;'=!;.!:~:!:." -;::::;li:::.:;· .:.:r~d. iS d. W.uJ.t::. UeLenSiDle prOpOSal beC3.USe 
it: 

Applies government guarantees more appropriately in support 
of the establishnent of a competitve enrichment industry rather 
than a single, sole-source supplier, such as UEA, and buys a 
better result. Attractive proposals utilizing centrifuge tech·· 
niques have already been presented to EPillA by EXXON~ Garrett 
Corporation and ENI-Atlantic Richfield. 

Reopens the 11order book" sooner as a result of building the 
add-on pl<mt. 

On the basis of current' estimates, our proposed. add··on plant. 
is eg:pected to have a net budget i:rapact o£ not more than $100 
million total before the higher enrich~ent charges already 
planned will off·-set new pla~t costs beginning in 1980. 
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ERDA has the responsibility to produce and sell enriched uranium, 
to dev~lop new and improved enrichment processes, a~d to utilize 
industrial capability to the maximum extent consistent with other 
national interests. tle recognize, in this regard, that our objectives 
cannot be isolated from broader considerations of energy policy and, 
therefore, will continue to consult with the Energy Resources Council 
and its individual uembers as we discharge our responsibilities. 

We have attempted to consider all important issues in arriving at 
our recommendations. However, you way have further questions and '>~e 

will be most happy to discuss such matters with you or anyone you 
may designate. 

Respectfully yours, 

~. s 3-<:..--- '::,. 
Robert c. Seamans, Jr. 

Administrator 



...... -· 

I. Ic.troduction 

Uraniur:t Em:ich.c-::e"-t Associ;:;.tes (UEA) for nearly tuo years ho.s zct.ively 
sought to establis~ a project for a large gaseous diffusion ura~i~~ 
e.nrich:::ent pla:1.t. It has r:?.::.c<:. substantial progress in esco.blis~li:::!;; t'he 
technical basis for the project and has conducted extensive ~~rkQtin~ 
activities \·iith prospective do:::.~stic and foreign custom~rs. A project 
financing strt.:.cture (Figure 1) has been developed conc,:;.pt-;;rally ac.d. 
employc:d z.s a basis for the u~~.\ 2ar'!.<.eting efforts. It has been deter­
mined by UEf,. and its financial advisor.s (Salccon Brothers) that., d~e co 
t:he unicp.::.c nztu.:-e of the proj cct (secret process, no cor::::~rcial hiin::or-;r, 
very large capital requirecen:s), it cannot be· financed and oper3tcd 
ccr.;uerd.ally ul.thout certain for::ns of Government assis~ance. and. assurance. 

The Project Boe.rd - Private Ur.:.1niun Enrichsent, through e:ct:ensive d--1<::­
cusSions ;-~"ith UE..:\ 211d o.thers, has evalu~ted t~e t·.y·pes o£ as:;;ist:ncce 
.,..,q .... ~c.;..c;.-1 21d .f-},C-1 1.; 1 ~·"'1Y /.-,.-... r1 _,... .......... ..;1"""''"' ...... ,_'"noo') ...... ~··ic~l) nr,l;r--_.._,.: __ "-- 1 

.. ·~ .. ., ..... ~ 
.LC \.J.'\..~;Jl.L"-.o.. t r.....L.-... . .....__.._! ... L: .\c..t~\..!. ~w.:.U-'..""":"" .... ~,...;~.4 LJ.- ._ .t..~.L..~- t~ "' . ___ 0 ,....,._._._,...., • ._ .... c:..:.L. L ...... ~--'-1. 

~~~:.~::.t. ~v 1~~:.~ Cove~1~:~~:1t .. It is acccp::ed b)" ~"2.:\ th2.t ccs!.:~ i.::::~_::::!:'"eC by 
the Govc::rn~:v:~:-1 t in prO\-"'·i.Jing the requesr:ed assist~~ce ~-;oul:i be 1:2pc:.i~ by 
U&\, e::-.:ccpt iu cne case ii1 \·~'hich tha Cc~JernrJent. ~igh.t acquire a salable 
asset, This brief str:r~'!O.ry prcvides highlights of. t:he Eo.o.rcl. 1 s · evaluztio.::l 
of ec.c11 requested art2a of assista1.1ce. US__.-'\ l1as stated that the.:~ t:E.7 'be 
_alterr!a"tJ~.vc ~·:-cr~ts ~n ~~:hich the obj e~ti"';e o= cor:.::ercinl proj 2ct fin~n~L'1g 
can be achieved ~r:.d th::1t its posi<:ioGs, as e::-:prassed. to th·2 Board., 2r<:! 

open to furthe~ discussion. The Board, ho~ever, has been obliged to 
evaluc.te U!:.A 1 s e:-:pres~ed pvsi<:io:-,s as to the Govern~·::ont: assist:a:1ca 
required to i"Qsurc project Y"i~bility. 

In add:Ltion 
th~ Board consi~ercd ocher key aspects of the project inclucii~;: prcspec=s 
for do=estic equity partners, 2nti-crust review considerations, othar 
-o,-.,.lJ1 :o 7·orv co·l-:--;c~~-,..,...-f"'io,- ...-."1-:-t .. !:)!"" _,~n-~ ..... ~r- .b. "'~···:t... .J~~nsr'ic ::J~.-4 ~c-o; ... ~~_-... · .L..;;..t_.. ...... ~,_ -,., . t _..._ .... ._a'-- ... -~~ ...... ~_ .. _ .... __ !:"'- ...... ~~ .. _ .......... ~. ""-.~..., \...:,.....~ .... -- ,__ ~ .. -.- ..o.. ""'---.::;~•') 

project fi1i.a~cial st-ruc.tut"e a:1d t[!e co:::c~?tl!u:!.. £i!1~:tci.:!:; pl:r:1 t .. ;;:.i;;h is 
bzscd :1p0:1 the c:ss~!1::cd t.;/pe 
o£ rcsolvin; so~e oi t~e p 
project co2?letion sched~lc 
]_c:; i sl.:1 t i ..,.rc at:. tl1a ri t;-. 
cont~ined ~n its final 

. . 
J..te:::s ::...s 
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___ ......_;.:Xi;...;;O'!-I'l::S'f:~C ltO PERCENT ----

·:;::..:..;. C- '.t'OtJ.\L SHAlill - $2 BILLION 

o 15 PERCENT EQUITY - $0.3 BILLION 

tJ S\.flJ PltiCE STIPU1J\TES HINIMUH 
15 PERCENT NET RETURN 

I ,• 

tl 85 !'Ell.CEllT DEnT - $1. 7 'BILLION 

iJ DEH'f SECURl'rY 

0 LONG-TEltH CONTRACTS 

.. 

c GOVERNNENT ASSISTANCE .??ACICAGE 

(I SHU PlUCE REFLECTS COST OJ:' DEBT, 
EQUITY MW GOVEHNNENT ASSISTANCE 

I 1 

.•. 

·. 

0 TOTAL SHARE - $3 lH.LIJIO~ 

0 85 PERCENT DED'l', 15 PERCENT EQUITY 

0 THREE OR HORE FOREIGN PARTICIPA!'l'TS 

0 INDIVIDUAL CAPITAL PROVIDED: 

0 ·. FROH J:'OREIGN SOURCES 

.0 PROPORTIONAL TO OFFTAKE 

0 THROUGH IRREVOCAHL~ "LETTER OF 
CREDI'f" HELD IN U.S. 

4) SHU PRICE REFLECTS INDI.VIDUAL SERVICING 
OF CAPITAL 

0 TOTAl. FOREIGN VOTING RIGHTS 

0 LIMITED TO 45 PERCENT 

0 BALANCE OF EQUITY - "PREFERRED STOCK" 
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II. R~~ucs~ed Gover~~ent Assistance 

A~ ?erfo~~nce Assu~~nce 

B. 

UE..<\ seeks an ad.zquace. supply of specialize.C. Daterials ar;.d co~-
~ ponents (e.g. , bw:r:-~er) no-~ ~~:.1ufacturcd by .. E?2t!.. plt!S GD~,,.r.2rT:~1~nt 

technical expertis~ and assiscance t~ assure that the t.zc~nical 
basis of the p=oject is sound and, that obstacles can be ove~co~e. 
-. ~t ::::»;;o,.._~.;~ .... ;::>i., ... .;"""' 

4

..,..:.:::;) .......... ~~ .... ~!,~ i ·~,...-:- -:-·111 n~·:n""~O.,....,.... ~"'C~-:"'l-i:--.-:-t1 i·.r .... o:::. ~--~~·--~--, -·· o~c-~ c.. •• .;..l..· -'·- P-OJ'-''-- .v ___ :----· --· c..- -···-----J-
:Recognizing the;: t?-l.is c.pproach •,;auld, in effect, make the Govern::::e.nt 
a technical part:ter in the t.m.dertaking, UE..:\. is '...;illing to zccept 

-whatever Gove~:::C:!nt ove.~ie•...;, including 11veto pot-rer", is neccssat-y 
to protect the Govern=ent's interest during design) construction and 
startup. The 3oard 1 s best ju:i;;:-,ent of the cost of needed Govern:::-.ent 
functions i_s $150-$200 n.illio;::.; this includes costs of a 100-man 
.Goyern:::tent re.vie(-7 tean. It is assu~ed that Go·,re:::nmcnt costs 't.<ould 
be rc::ir:bursed on a cun:e:1t basis during construction. 

Problems bf risks involve potential early authorization of ~dditic~al 
Government barrier producti.on capacity, ERDA scarce manr:o>.;rer alloca­
tions bet'-H~en CI?/ClTP and the lJE.;\. project, Gover:t::'!ent liabilities 
under l:arranties for its products and the practicz~ probless which 
could be created by dual project controls (inc:::easas in cost, ... 
schedule delays). h 

1. Contin~ent Govern~ent Loan Guarantee 

UE.\. seeks an arrange:::ent ;;hich will assure its ability to 
borrm·I funds for th.e project. According to its conccp<=, the 
cl1ie£ condition to in~.ta1~i:1g t1::! conting·Z-:tt loan gunrant2e 

. would be an inability of DL\. to ::arket sec•.!ritics at an 
interest rate equivalent to c.n °.:\." bond r?..ti;::g or above. At 
that point the Go·v-e-::L'.:':!::!~t ~·;oulC. back su:,se~:::=:::t UE.:\. se.cur:i.tie.s 
t.h=ough a loe.n guc:ra:t:ce_ clc.::i~g t!le constr..:.~tion period to .aS3l~!re. 
t ·n· :.J..·- ...... -~~-;:')t.,· ·1.;.......... ....~..:- · ._., ...... _ 1· ...... ,.. ... thQ ,.: __ !;to ""'i ... !~;,,_ ,_ .. ,ua"""~ "'ol. -'-J. l. •• "'.;:, -.,ou~~ '-PP y o .. -; ~.o ·•- ><'-'~ ... s .... _c;: ·-""'·"~ 

portion (85/~ of· 1.;0%) up to a project cost ~~;tit. This lici:: 
would be based upon a joint ~~/E~1A esti~aca of ulti:::2te pro~ 
ject c·ost:, escalate.d in an agreed :::a:::1ner and •..;itb applicztion of 
a.continge~cy fzc~or -ap?rop=i~te to the ~~ality of the esti=a~z> 
plt!S a:1. additionr!l overr~n allot-:z:1c:e.. TI:e lo2?r guar~:!tce t:ould 
11ot c.ppl~r .to pt.::-21~/ c;:=:::e.Tc:.::.l d~~t al:::-;ac!y sec::::ed ~!:~d all .. Cebt::; 
"·oul·1 b<> of "',...,..,1 s ... ..,:-.,,..,.,. ·'-·-'"'~.;.:.,.,...,. :-o ''!:"~ ... h;-s -~.,:..,·:- •. .,-,., -: "-' f"l ... \.. .. - '-""i-u L~-\,.;.._._., .. '\ .... _.....,_u.J-,...~.- ~o...<..._.__, \.... .... ...._ •cc:..;,. __ ...__ ....,_.;.,, 

nec~ssary to the fin~nc~bi!ity of tha proj~c: sine~ it ~ill assure 
U:F:.t\ 1 s a~ilit:}# to cbtc.i:: su::icie~c fu:1ds t:J c:>~;>lQtC !:i':~ ?lZ!.nt 
{~nd .. ~l~-").'"t-.. .. 1 ""1C.- ,..,...;\ C ·~~f"''"-;"').,...~ 'Ci;',~Y$ :-ln...i i..._-~,....A;;":"'"~ 0;:; 4"f"'l on("l.,...~'h~o u t...Ji..t..:.l.,t:.'.J" .;.;.;:j..:>l!-- t!...:l .... 'o.J-~--..,.:;:t _...,._ - .. ~ ...... --~ ................. ,;;:. .I...~ .. - ~ ... ,_ .. _.._. ........ _ 

pl~nt). In concc?~ i: ~cul~ ~lso ~ini=izc :h2 a=~un: or ~~=2tio~ 
of (~<)vcrn~cn': in.·vul,~·e~:.:-:t .; .... ""'- ..... ~~1 ""':"" ..:~-:-~-!'- - ~~.;:.1.:__-;e ~:~c":~ \.,"G"_::_~~ . .......... ::"'"""·-_, ---- .... --~-- .. ·- ~ -- -
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t::~-:! loan gu::!"2.!1te-£; featllre c2.y inc=er::.se. Govern~cnt de::rt: a::.d 
~i~:t ?Ossihly i~pacc the Federal debt ceiling. 

Problc=s or risks involve the followipg: 

The pl.:1::1 is p:::e.lir.::i"'ary and has not been revie,.;ed by 
S2lo~on Bro:~ers narketin~ staff or tested in the 
na~:~~tplace. 

: 
The conti:1gen-:: loan guarantee nay adversely influence 
(T~"'""'sn~·-r ;_.;~.;"'1 ..... eact.;n~) o.,. .:.,.,.,.,o~~·e (<:-.1o,....on -::!.,...oth"'r-.J..to. -.!...,.: _:....:.--~-~-~ _ -.O...~L - ~~;;,,!-' ,;.._v ...,r-_ 1....1. JJ _ _ .. _ ::> 

vicvl) the avail2.bili::y o£ purely cot::=ierciaL debt. If the 
forwe:r> the Governnent r12.ns the risk of guaranteeing r:::.ost, 
if not all, doa:estic debt. 

Domestic utility rejection of UE.:\ contractsy especially 
"hell or high -r.;ate.r" provision, would erode b.::!.sis for 
·securing c.nd servicing long-ter::t debt. This could lead 
to Govern~ent guarantee of all do~estic debt for the 
full 25 year tct~, if the project proceeded at all. (There 
is evidence that so~e ~ay accept, others ~y reject~ this 
rrovision.) 

lbe uncertainty of foreign participation up to the 60 percent 
t3rget, and the potential inability of UEA to compensa~e with 
i'ncre.nsed dor:-tes tic caoit~l; ,... ___ ,; ~,s tl:~ p-: ~.::::::.iu.l. GuvcL.~.!i:lenr.: 

l:i3h:Uit.y, if the project proceeds. 

1JF .. A. requests assurance of rundlng overruns, in the event the 
project cost li:r.it is e:{ceeded, by further Govern:::ent gu.:1ra:tteed 
.lobns, or direct loans to be repaid by UE..\,. possibly after :n:.y-

.. went of pri-rvate debt. U~A ~-1auld unde~t:ak.c to :natch such ft..:r::ii:1g 
~;ith 15 p2rcent equit:l funds on a ttbest: effo:rtsn basis.. .~ccordi::tg 
to lJ=.:\, the OVerrun fe2ture J;;Ould assur~ its ability to OOt<lin 
th~ large amounts of debt a~d equity capital required fer the 
project YJftic:h oth~r.·iise ~:ould be. i::possible s::~c:2~ it: -;'1"""ill be n~cas-
~::"l~y ·,..o ,,.,...,1oy " D'""'oJ·,c·~ ~~-- .,s~.:~~-;:. ·b--"'r+ O"i'r , • ...,o ..... co_, .............. -,..,1 O<J.t. _L -·~(---• ~.:.;., l ,_ C. '- \-V.:Jl... - L..l,hU . ..l'-- c..;:,c:,..._ .... - ... w.~ L4 ;.4.'- .. ·;!""'-~-

design, The costs of such zssur.:1~ce a~c p~ooably ze=o it, ~s is 
l5.kely > Gover.:"!.~cnt g'...:a:-..:!nteed loa:ts ;..;auld b2 involvec, since i:1. 

the senc:e of a co:1ditian of "econo::tic · frus~:-ationu (see bela·.:-), 
one can saft::!ly assu::te chat successful co~.?le!:ion o: t~~e pr:tject: is 
tech-:lically fcl!sible. Eo",;ever, th~-::-e is a po:e~tl2'I: buCge::Z!=Y 

r <:' 2 ' .1, • • • ' I Q ~pace or: up to .; -.o.l. J..l:Jr:. t"N~n:r..cn :r-e?--ese~ts a 4 pe.rce:o~:: C'"le:r:r·u:1. 

With respect to probl~~s or risks, thc~z is gr~at dou~t th~~ cpc~ 
e~2cd zssu~ption of fu~~i~; overru~s by t~c Gov2~n~cn: ~ly 

by 
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lir:dt to the Congress and endar:i;er approval. U£..\.' s lack 
of firn co::..-:!itr::·:::-tt to provide additional eq!!ity in tl-:e 
event of overruns to ~nintain 85 percent debt/15 percent 
equity r~tio ~y be un~cceptable to Congress and it eli~inates 
a ris}~ L"'""lc~~:.::ve to U~\ £or efficient ~anags:!ment and. cal:" .. trol · 
of c,.:.;sts.. T:":~re is sol:'!e ··ve:-~a~ e"'1~.::~nc2 th2.~ USA -::..:;:_y b~ ~-tilling­

to ~ake a stron-ger co::::~it:::ent in this a:::ea than it has so far 
made to the 3oard. 

Econo2ic Fr~stration 

·uEA reqc.ests Governr:ent assurance against risk of 11econo;:nic. 
frustrat:ionn of the project, i.e., unacceptnole. postpone.£::e!lt: of 
return on~ or recovery of, equity due to (1) cocpletion of 
plant delayed beyond so:ze agreed relatively late date~ (2) 
prohibition or ir!.definite suspension of constur=.tion or 
operation by judicial or a.dninistrat:ive action or (3) oth~r 
causes "H11ich effectively pre.vent ecorlCwiC. :realization of th;;; 
project, such as inabilit7 to bbtain power. In such event, 
the. Govern:-:ent Hould aSSl.!Se ·u.S. debt .:md provide nfair 
compensation'~ to U.S. equity investors z.nd "t-:ould. as.su:::12 
control o£ the project in order to bring it to a suc.ccs3ful 
conclusion. According to UEA, they migi:l:: not be able to obtain 

in Lhe fa.ce o£ such risk vithou~ 
this assura.nce. The costs to the GovernrJent could range up to 
all domestic capital, i.e., 40 percent of the proje~t cos~s. 

llith respect. to proble::.s or risks,· in the eve.nt of neconc::".i.c 
frustrationu due onlj· !:O u:12ccept2.~la delay· in cow.?~etion of the. 

. project, U.S. could then becone an equir..y partner with -::Jther 
· foreign equity partners, thereby possibly· presenti~g politic~l 

proble=.s in the ac:d.nis::ra::ioLJ. of t:hz project, T:'1ere. e:·:ists a 
potential Govcrn~e~c li~bility all do2estic c~pital ~ith a 
risk of not havi:.1g an operable pl<J.~~t, c>.lthcu;h >-lith Gove.::-::.:-,:::n:: 1 s 
particip~tion_ in key p~2ses of the p~oject s~ch ris~ ap?e3~S 
remote. The concept pay present dif!iculty in ncg~tictian.of 
mutu.ally acc~pt2ble c!"'it:e.ria for 11 ecor-::J:Ji .. c frt:straticnn 2::-tci · 2 .. :.r 
compensation". ~Jon-as.s:::'!?tion by equity c:.::p_ital of the ris~< ~,f 
econo~ic frustration ,.,.iould- ~~-o. Co:1.2_ressic::.al cpp-ro ..... a 1 ~C\- .......... ~ .. - .... " -- ) . - __ .. '...).., t.: 

a :cis!'- :tr .. centi~ .. .;e to ijE...;\. :or efficie~t r22n~ger:-.-~:r.: 2~c c=2.:rt:e a 
cssist.ance. - . ' .. 

C. Stockoile Bnck~o and Loai L2vclin~ 

UU\ requests ~cccss t:o S--· .... u on a 
pu·r::'has~-:! 1 for ~:.? to t~-:o ~i:l.:.o~ s:-~~;;j .5 c~J·~:!:" th-2. ii.:r.:;t f:.J•.,;:: 

o: 

yc~~s after stc==u?, end n!~e. cil:~~n S~~'s at ttc sucs2t ~~~ c~==~~s­
ir;g to zc:-o fi,.te yr.-.:..1r::. a£te~ tr.,?_ pJ.~:u.::: n.~.:;.~z_~ .. ,.~s ust1c:::.~ssf:...:l:t D£it:.::-.::c:ic:~ .. 
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Additionally, E~A is requested to ag"t"ee to p;.rrchasc up to a 
total of six rnillio:1 S~·7iJ 1 s (UE..-'. esti;:::ates fou:- nillion i::Ost 

likely) during the .first five-year opcrat.ional phase o£ the 
nlant. The amount ~auld be agreed fi~e vears in a~vance of ~~e . ...., ~ "" 

proposed first celi.,,-2:-y. Prior to fi:;:::-;r:-u?, UZ:\ •..;auld atte::.pt:. to 
sell the excess to ot::t~rs. Tf1ese £e~.turcs wiil per7ait US\ 
Ctlstom.er cc:1t:r-2.c~ r:.~ecis to be ~~t in the e·v~~t o= st.a:-tu? de2.ays 
or inte~r~ptio~s a~~ ~ill levelize the 
due to irregular early custc::.er de::.and prior to achieving a steady­
state operation. the ERDA purc7:1ase obligation 1·lere four willian 
SUU 1 s, and on a ti.":!e schedule prese-ntly vieo:,;ed as UlOSt likely, COSt 

to the Govcrn::.ent: could be $300-$500 million. In a til:'.e fra::.e that 
would require Govern~ent feed purchases, this could rise to $600-
$1400 million. This asscit should, however, be resalable. 

:Problems and risks i.n this araa co::-Lcern the expected adequ2cy cf 
the Government St·:U stockpile in relation to c.ll anticipated needs 
and the prob<1ble need~ in the late 1970 1 s, to seek fipprop-::-iations 
for purchase of SHU's and any needed feed. Crt the other hand, use. 

·of surplus Govern~ent feed in the UE.:-\ plant., possible ti:::L':!':.;ise, 
represents an opportu-nity to r.early double the a!:lount. of enriched 
uranium produced. ·· 

(J D. Termination of ERDA Contrc.cts 

.-
UEl\. r<E:!q-uests that ERDA terninate a suffi-:::ie:tt er of its lo"2.;_s-
term en~ichQcnt scr;icas contracts with utilities to assure th2t 
t~e UEA plant would be effectively sold out - on the assumption th2= 
'ten;linatcd custor::ers Hould then. sign '::ith u;-:- -i. '.:G-:.e Govern:!ent has 
n1 ready "'ryrcerl .. Lha~ .; t :. .. o,·l M 'ho.,.,o~ '-ol .. ,..,,....,.,....y .,.-r:>r; .. nsts fo..- t::...--.;-ac..; ......... <--- C.::;,. ._. .. - ...._ •* --U l- .. .., - V L... .... ._~- --"":,-.._ .....,. ..:._ --"'··-~,~,. ~-~t.• 

Involuntary· ter.ninatioLL requires th~t cer:-tai:! criceria be 1:1et:. Hc\JC'."<;r, 

on the. assmnption that the criteria to allm: tf:e necessary te.r:-.1i~<:tic:!s 
'tlOUld be>. 1"•.·-'"':-. ~L'ne:-e \·:'0"_1d be no CO_._ ~"'O t"n::. G~-:·:>.,.--.~<>n~ ~.;,..,C::> 001"\.,_a ... .;--• _ - ~-, -~ ,.,. .::::>1- .... ~- v ... t:: ..... .~. .... .,_ .... t......;::, __ _.4_ :-4...l.. ..... ~...:..::,. 
conditions in Goverm:enc pla::-:t·s ~culd be adjusted to coc;>cns.:;.te • 

. _ Proble~s and risks relate to clo=cstic requests for voluntaLy te~in~-

r?
O-?~tion being tied to tl::e i;:;;positicn of an t:DA co:-.:::e:rcial s:.;-u p::ice, :a 

<'...-..:ou'ots ..,s to ~'l1et;..=-.,.. l.·...,,·o1··,,.,r-~r-il•· te._...,.:,.,,. ... "'.:~ c··s- ... ,"'-s --~o"i...; --;,......... 'I(IJ.u u 't'l• t<•-.t.. ~·"" --··-- ... --] - ....................... \o...-..,. .................. ~ .. -- \~ u __ .:.::> ...... .::, .. 4 

U
c · ~it'h UF.\, and to possible need to i::.::lke a fo:::-=~2. "reasonablcncss 11 fi:-.diug 

onccrni·ng UE.c\ co:1trac:t te~s .a~d co~ci:.~icns. ;:urthe"!:', te-=-:lir:at;io:-t of 
EPJJA cont:;:-acts beyond a certain poi:1t vould re.su:..t in uneco"2.o::.:!.c: cos':.:; 
to re::.aining ERDA custc::1ers. 

z. Def~ultin~ UtilitY P~~t~c~ion 

UR\ rc.qucs~s th:1~, in the ev'"e:tt of a C.:;E2clt 
and lnc.bilit.:y of UE...~ to s2ll t.~e s~:-"'·icQS to 

)y a·coc.estic 

~SSU~!~ the 
5t) p,::-cc:1t 

obl ti~ns of t~e ~~f~~~:i~g 
o[ the Co::~stic ucilit;· s:t.:tre. 

\.::ili 
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-.. .· 
c2>2.i~ :l t:i.~:-t ~~o~ ~d t:err.:i::13.te \..'h~n a S'-lbstitt.:t~ custo::~r is fou1:d 
o~ th~~i7 l.:>;1;-tcr::1 dQ~t rcti:-2d, ' .. ;:-tiche·ve:-- is ~arlie:-. ~\.:·"/ 2-r::~u:-:ts 

rcc::J·.r,.;:::-cd fro2 d::::L:.:.!:::.t~c! utilit ~cs ,,·ould c.ccrue to E:::.DA.. liC....\! s 
~bjective is to protect the debt end equity investors by ass:.!ring 
rcv~n:.!cs to cov~r op::::rati~g costs, debt requi=c~e~ts, c.nd a 15 per­
cent net rctl!~~ o~ ~quity. AssL:::l?~ion o£ obli..g2.cio:rs b~l E?JJ_~ c~.l=::-­

co~es th~ utili~i~sr r2fus2l, Oec2~se oi leg2l and fin~n~i~l re2scns~ 
to acce~t incr~c.ses in costs cc.csei by a ut ility defc.ulting its 
obligatio~s (cross-g~2r2ntec c£ c.nothe= utility). Tee potential cost 
to ERDA (csst:2i~s $100/S~·iJ plus feed) for eac:O. l2rge r!2acto::- of a 
def~ulti~g ~ci~i=y cculd b~ in t~e or~er of $20 ~illion a ye2: 

_: ""-u"O '11 . _.. ..... ,~ ..... ~ ,....., -- .;_...,~ 2)-- .:':).... ...,... . """'.. ' ' . . O.t. ~.) r71l...t.._lo~. .. v.,.e...~.... ..... ne , .. cx.J...., .... '-::1. )ccr pe,~..J.. ._.a. .t.~CJ:<l!:!.U8 exposure 
for 50 percent of the do2estic utility share of the project wo~ld be 
about $3GO 22..lli8:1 a year or $ 9 billion over the 25-year period. 
Also, ERDA ~.-oulC. be requi::ed to 1<1air:tzd.a c ccrrtin.;cnc.y s tock;>i.le o:: 
feed caterial as insura~ce even if r:o utilities de£a~lt. 

With respect to proble=s and risks, it is not 2pparent that a 
• 

11c.ross-guara:1tee'' by E.::ill), is necessary because the potential risk, 
although large, is not likely to naterialize as (l) the utility 
industry is not apt. to cruu:ole, (2) tl:e re2cto r would li~:ely still 
need fuel (eye~ if the utility were bankrupt), and· (3) t~ere is a 
gro~ing de~and for po~er which ~ould suggest that enrichi~z services 
could be marketed elsc• . .-;,ere. It \·:ould appe.1::- that_ as::;u:::?ci6:1 of r::.::. 
obliGations of defaulting utili~ies places risks .o~ ERDA i.·:hich could 
anc1 should be assu:J.cci by t~e UcA equity invcsto:;s ·~nd/cr 1)-r'-\ 

customer~, ~specially in view.of the low prcb2bility of ~hor~ bo~na - - .,_ _..._ .._ ......... .:. b 

a problem in this area. 

III. Govcn1ment Assistance Budget I~o2ct 

~ :;.. 

3 .. 

'(' ..,. 

D. 

~ 

~~ 

~he s~mc.r:~a.ry· sho~m in Figure '2 is the Bo2rd 1 s collective judg::;.:;nt re~2.rd:.::!g 
the likely i~::pact: of those ele::;e~ts a: Govern:::ent assistance -y;l:ich u~:..\ 
feels are necessary to i~sure project viability. 

p c :L £0 r:-::2-r:.~e. 
i~SSt!r2.:1C~ 

.Cc2plC!~ion 

Cuc.!"2i!tec 
Stod:pEc EZJc:~up 
load l.c·,;clin.; 
T2:-r:1in2.tio:1 of. 

, ...... 

}tos t LJ..1:~1 y_ 

150-200 

0 

300-500 
(no fee.d) 

0 

0-40 

l 

.. H 

:FIGu?-E 2 

0 Hill ions). 
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150-400 

0-2000 

C00-1400 

0-9000 

Eeicbursable, generally 
current ~2.sis 
?rcb::1DJ.y :c;:;cc, .. =-2~'"2-"b-le, ec:o~c~. 

ir~st-:-cctc1r1 :-~3~Ctt! 
"Plrr-"_,~ .... 2 t": STI 1 ' .::- ...- ... ~ r~-"" '_ ::""l_"~ 
- -"':"'-I.\.~ -J U o I :..J ..:,t --I! ... ..._.,:) :- •'"' ._ 

a rcsilable ass2t 

-'c£ault fo:-
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DO~ESTIC 

D2.::w.nd is co-;: sis t~nt ;.;it:h the 40 pe-:-cent of plant output target 
assumed by t'::..-\. 

Four "Letters of Ir:::~nt ~0 cor:.t:ract" nave been rc.cei.vec. :tTO<:i do::::estic 
utilities; thrc-?.-io:.:-:- :::or-e expected shortly, >:·lith all uintent11 lect,:;.rs 
expected to total a?:lout 1.2 nillion S\-JU 1 s/year. 

Re2aining utility co~--:::isents probably dependant e;Jon utility vie~·lS o:E 
UEA contract (p=esently Dot positive). 

Ho;.;ever, i£ GoverD:xent support to the project is given, docest:ic 
customers are likely to follow. 

FOREIG:-1 

Iran 

J8oan --·-

lle.s t 

Co::2rdtnent likely for up to 30 percent of plant output or 
such less percent as U.S. Go:ve:rnnent policy say allow. 

Co2 .. :c:itsent of 22 perceat of plant outp:tt orobaSlo ; f' ::::h,::-~ 

_l., b~::.uug u.S. uti:tity or Goverrrsent suppor.t t:: ::h2 prcje.ct:. 

Co;::-.,-:1itr2<:!nt of 11 parce.nt spoke.:-t of, but r.a.y viell 
n +-" h"'010'"'V sha.,:i '"'"' _.,,..,C~ r""C.; '"'0--C"'l ·~ c.r~' i UpO;. .. L-t.:-Cl .d. bJ ~ .. ~- ..... 0 c.;.;... .._ .,;....::' ~j c O~"~.u.t.:~-~n ....... p 

'Iilith EURODIF, thus highly quasticl'.able. 

G~r::2~~:1y- Cor.-.. ::~itruant of 10 pe:-ce.nt spoke.n of, but no solid infor:netion 
to assass probability. 

Tai~.;an, S?ai~, Brazil, .t\.us t::ali2 possible; c2pi~al fi;:"!an~ing: 

or other proble~s n2y be edi=ent. 

Conclu-
sio::1 Given uncert<J.inty of U.S. policy on allm.;abla foreign pa.rtici.-

._ r; . J-har "'o-~1--, r";:'"\_..; . .;f""..;_.,,...,s t'L..:;::lo .... ,.; __ .;.:::.,j ...... f"'- ....... '"'.:::.-;::,-:"lrtt-

.i-'B~-On, o....... 1.. .._.__ 5 •• c-. .... ~-'---"·' > ••~ L~~~-.J..Y _J.J..:::t c..C:-tl.-'T--'·'--··-
.:: ,;;_'-C) ~"0 p"'rc~-,- -':'l..,...rr-~c- -!'- .1-. .~b+-cql t~ns ..: ... J. """'..., __ ..,.:.:_ ·~- t:..:_...,a-1 ~?'" o.:.. LJ.t-.;.~ o -·- ;;:...:..L. t..~.:....o~ ...... .;.:, '""'Ju L_,.,.__ ~....... JC...o~~.__.;....:..l.:. .. 6 .:....~-·--Y 

' . - "r II • . • ( • . --
acn~e·\tec:.ent or vo cec.l.Sl0~1. :::-2q!-1J..r~s cc;:-:::11..!:=.~~= ~to J .J perc.Q:!!: 
o£ pl2~t out:pu~ .. 
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MEMORANDUM ACTION - 3133 

NATIONAL SECURITY COUNCIL 

SEGR:S'P- ATTACHMENT 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

May 8, 1975 

GENERALSCOWCROFT 

DAVID ELLIOTT ~.e: 

Lynn's Memorandum to the President 
on Uranium Enrichment (Tab I) 

For the reasons outlined in the memorandum to the President (Tab II), 
I believe the OMB proposal to force negotiations with UEA is wrong. 
We need a Presidential decision now and should not allow our nuclear 
position to erode further. 

RECOMMENDATION: 

That you initial the memorandum to the President at Tab II and forwx'i 
it to Judy Johnston to be included with Lynn's memorandum to the President. 

SECRET ATTACHMENT 



D. 8:00pm 

Hike Duval '. 
.·lax Friedersdorf 
Ken Lazarus 

Jim Cavanaugh 
Jack Harsh 

Paul Theis 
NSC/S 

";" '"'"' ... , .... ~ r - C 

--- --·-------------
Hay 7 ... · .·.e. SOOpm 

!!ereorandu..rn to Frank Zarb and Robert Seamans re 
Negotiations with Private COnsortiun for Uranium 
'Enrichment Venture 

X . .. - ... 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO f\.IATER!AI.: SUBMITT.EP. ·~·. 

If you h:::.ve c.ny c;ues~ions or ii ~ ou anticipate a ,.-
'~Ia~· ::: s ... 1: ~' :.g · - requ d .. ariel, ' ~ a.se 

.. ~ 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D.C. 20503 

MAY 6 1975 

Signat~re 

~fEf.tORANDUN FOR THE P~6IDENT _ 

FROM: · 'J~YNN 
SUBJECT: Further development of an alternative for 

provision of additional.uranium enrichment 
capacity 

The Administration mus~ decide soon how additional national capacity 
for enriching ·uranium to fuel foreign and domestic nuclear power 
plants will be provided, in order to meet domestic needs and to 
retain our foreign markets. 

In 1971, the Executive Branch established a policy of having private 
industry, rather than the Federal Government, provide additi onal · 
uranium enrichment capacity when needed. Last September, the 
Secretary of State became concerned that this policy might not 
nrovide ~;m:J.dtv in time to sPrvP. hoth domestic and foreiP"n nolicv 
interests.~ You· approved a study of the issue ·which will be • • 
completed within the next few weeks. 

This memo is to (a) report on the status of the three alternatives 
being explored, and (b) request your decision as to whether further 
work should now be undertaken which is essential to determine the 
viability of one of these alternatives. 

The need for additional capacity 

Three Energy Research and Development Administration-owned uranium 
enrichment plants have provided the basis for the United States' . 
virtual free world monopoly on uranium enrichment services. ERDA's 
plant capacity is now fully committed. Western European interests 

· are now moving to build two large plants, but this need rtot prevent 
the U.S. from capturing a substantial share of the foreign market, 
provided we can move ahead this fall with the detailed planning 
necessary to have additional capacity on line in the mid-eighties. 

. . 

1' a 

. . 



Meeting future demand, both foreign and domestic, is expected to 
require about ten U.S. plants equivalent in capacity to any one 
of the three existing plants. These ne\v plants \vould cost about 
$3 billion each in 1975 dollars. 

Alternatives being evaluated 

Studies - under ERDA and NSC auspices - have largely been directed 
tO\otard the evaluation of three alternatives: 

1. To enable private industry to move i~~ediately to build 
additional capacity, and subsequent plants as necessary. 

2. To have ERDA build the next increment of additional capacity 

2 

at a cost of about $3 billion (in 1975 dollars), while continuing 
to pursue the private entry objective for subsequent plants, 
beginning about 1979, using new technology noiv under development 
by ERDA. 

3. To abandon the private entry objective forthlvith and have ERDA 
build additional plants as necessary. 

Status of 1971 policy and the response to it 

Under the t1rst a1ternat1ve, a consortium tunA) composed or becntel 
and Goodyear has already developed plans, with foreign financial 
participation, to build a $.3 billion plant. But UEA is finding it 
necessary to seek some degree of Government backing or recoverable 
assistance to secure private financing and to accommodate its 
domestic utility customers. Private financiers want rigorous 
conditions of sale to justify a high percentage of debt financing, 
but such rigorous conditions are difficult for the electric 
utilities because of their current financial condition. 

Dr. Seamans' evaluation of the UEA proposal is that the UEA plan can 
be made to work if it has adequate Government support; but ERDA is 
concerned about how much Government assistance would be reasonable, 
how acceptable that assistance would be to the Congress, and how 
long it would take to consummate arrangements. (However, detailed 
negotiations with UEA have not yet begun.) .•• Dr. Seamans would 
prefer Alternative 2, but in a version (yet to be fully developed) 
which would split the next increment of capacity between (a) Govern­
ment construction and (b) later, private construction using a new 
enrichment technology still under development by ERDA. 

Having met personally with the top people at Bechtel and Goodyear~ I 
am impressed lvi th their aggressiveness and tenacity, despite 



formidable obstacles. However, UEA has already invested nearly $9 
million, and its willingness to persevere is beginning to \vear 
thin. Horeover, it is inherently important for the Nation that 
the issue be resolved soon one way or another, so that the U.S. 
can meet its mvn needs and also convince other countries that we 
will continue to be a reliable supplier of enrichment services. 
Absent s0me signal from the Administration and some degree of 
progress on the legislative front, I believe that the UEA 
consortium may e~~ire by mid-summer. 

I recognize that congressional approval of an assistance package 
will not be easy to achieve> even though the alternative is early 
appropriation of several billion dollars for another Gove~~ent 
plant. Nevertheless, private entry has strong attractions, as 
follows: . 

uranium enrichment is the kind of activity which need 
not remain in the public sector; 

UEA is ready and willing to move, given strong encourage­
ment and some limited assistance; 

success of the UEA venture would, I believe, serve to 
"break trail" for subsequent piivate ventures, three of 
whic'i1 ,an:l a.:i.n:lauy iu i..1u::: pl<:mH.i.ug .SULt;t:.5, clli.l 

additional Government construction now might discourage 
future private involvement. 

The iw~ediate problems 

3 

Full evaluation of the UEA venture (in effect, Alternative 1) depends 
upon finding out through expedited, serious negotiations, what UEA's 
minimum requirement for Federal assistance would actually be. 
Unless this is done, time will run out without Alternative 1 
being in shape for decision. 

A related problem is that of who will conduct such UEA negotiations. 
ERDA is the logical agency to do this, but Dr. Seamans appears not 
comfortable about l1aving the responsibility for the major effort 
that would be required to bring about private industry's construction 
of the next plant, because of his doubts about the UEA venture. 
A decision to proceed with negotiations should be accompanied by 
a directive to establish a negotiating team that is fully committed 
to a major effort to elevate the UEA venture to a real option. 



Since I believe that there is no substitute for ERDA's mainline 
involvement, I believe the best solution would be to give co­
responsibility to Dr. Seamans and Frank Zarb, who was extensively 
involved in the private entry objective when he was in OMB. 

4 

In my judgment, such negotiations will not proceed in the expedited, 
.serious way required unless you signal that it has an important 
priority. Accordingly, I recommend you sign the attached memorandum 
to Dr. Seamans and Frank Zarb. 

Attachments 
.. ' 

·f 

• 

' 
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THE WHITE HOUSE 

WASHINGTON 

f<1EMORA"JDUM FOR FR.k"JK Zk~B 

FROM: 

SUBJECT: 

THE PRESIDENT 

Negotiations with Private Consortium for Uranium 
Enrichment Venture 

I am advised that one of the three policy alternatives being exnlored 
to provide the needed additional national capacity for enriching 
uranitun is that of immediate private entry. I also rmderstand that 
one consortium, Uranium Enrichment r\ssociates (UEA), is now prepared 
to proceed >'lith a private venture, provided that reasonable Goverrunent 
assistance is offered. In order that this alternative may be properly 
developed for my consideration, as against other alternatives, I 
believe that negotiations should now be initiated with UEA directed 
tm..;ard determining the minimum level of Government assistance needed 
to rea]ize the venture--if that alternative were to be chosen. 
Since time is of the essence in moving fonvard \dth this problem, 
such negotiations should proceed im,;~:ediately and effectively. 

Because you have already had extensive prior experience in dealing 
with UEA on the subject of private uranium enrichment and in view 
of FEA's responsibilities for developing national energy Tesources, 
it is appropriate that you \Wrk \-lith Dr. Seamans in completing the 
necessary negotiations. I would expect ERDA to continue to provide 
the n~ccssary staff assistance to ensure expeditious..handling of 
these negotiations. 

cc: Robert Seamans 
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THE WHITE HOUSE 

WASHiNGTON 

tviEMORA.t\lDU:·I FOR ROBERT SEAMA.!'iS 

FRO~I: 

SUBJECT: 

THE PRESIDENT 

Negotiations \·lith Private Consortium for Uranium 
Enrichment Venture 

I am advised that one of the three policy alternatives being explored 
to provide the needed additional national capacity for enriching 
uraniurn is that of inunediate private entry. I also understand that 
one consortium, Uranium Enrichment Associates (UEA), is now prepared 
to proceed with a private venture, provided that reasonable Gove1:nment 
assistance is offered. In order that this alternative may be properly 
developed for my consideration, as against other alternatives, I 
believe that negotiations should now be initiated with UEA directed 
toward determining the minimTh~ level of Government assistance needed 
to realize the v·enture--if that alternative were to be chosen. 
Since time is of the essence in moving fon~ard with this problem, 
such negotiations should procead il11lilediately and et:tect~vely. 

Because Frank Zarb has already had extensive prior experience in 
de'aling Hith UEA on the subjett of private uranium enrichment and 
in view of FEA 1 s responsibilities for developing national energy 
resources, it is appropriate that you Hark with him in completing 
the necessary negotiations. I would expect ERDA to continue to 
provide the necessary staff assistance to ensure expeditious 
handling of these negotiations. 

cc: Frank Zarb 
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4. 

Uran~um Enrichment 

The U.S. recognizes the important role nuclear power plays in re­
ducing the world's reliance on oil and other fossil fuels and the. grow·­
ing demc.nd for nuclear power in many nations. With respect to the 
provision of uranium enrichment services for nuclear power plants, 
I wish to emphasize that the United States will continue to be the major 
and most reliable supplier of such services. 

Our existing ccpacity, including expansion already underway I is now 
fully committed to foreign and U.S. domestic customers . This con-. 
dition hcs clearly been anticipated I and ever since 1971 activity has 
been underway to plan for the very large expansion of U.S. capacity 
which must occur over the next two decades. 

Several private ventures are active in the U.S. 1 using either gaseous 
diffusion or gas centrifuge technology. And I as a matter of public 
policy I we want to provide for uranium enrichment by private industry 
as soon as possible. Concurrently, the U.S. Government is pursuing 
the development of advanced uranium enrichment processes. (covered 
below} ' 

The increased use of nuclear power is a central element in my country's 
plan for meeting its energy needs. For this reason alone, a major- ex­
pansion of our uranium enrichment capacity will be necessary. 

5. We know that nuclear p.ower is equally central to the energy strategies 
of numerous other nations I and we believe that we can be very useful 
in helping those nations to meet their needs for uranium endchmen t 
services. The U.S. recognizes its responsibility to continue the pro­
vision of such services under long-term orders. Moreover I the sale 
of uranium enrichment services is for us an important export business. 
For these reasons, I can assure you that the U . S. as a nation is firmly 
committed to a substantial I timely and continuing expansion of its 
enrichment capacity. 

6. The President presently has under consideration several alternative 
specific means of accor:1plisr.ing expansion of U.S. uranium enrichment 
services. As soon as a choice is made I he '<vill make appropric.te 
recommendations to the Congress, and v:e expect L'-lat by mid-July a 
clear path will have been defined. In c.ny event. the United States 
Government will take steps to c.ssure that the U.S. will remain in the 
role of the mc.jor I reliable supplier of vwrld-viide needs for enrichment 
ser·..rices. We expect that negotiations on firm contracts between 
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producer and consumer 1nill be initiated well before the end of this 
year. 

7. The President would welcome the cooperation of foreign entities in 
these developmental ventures in accord with principles agreed on by 
the International Energy Agency. 
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CONFID:S~lTIAL 

STATE DEPARTHENT VIEWS ON. 
US URANIUM ENRICHMENT POLICY 

US enric~ment· uranium supply policy is an important 
factor in our overall political relations with major 
countries and _specifically affects our non-proliferation 
and energy cooperation efforts as well as our balance of 
payments position. These interests have suffered during 
the past' year due to the uncertainty over whether, when~ 
and how new enrichment capacity would be built in the 
United States. Particularly acute damage has been caused 
by the "contracting gap" which began last summer when the 
then AEC was unable to satisfy .foreign demand for enrich­
ment contracts, having reached the capacity .of the 
exist1ng US plants. The inability of the US to satisfy 
this demand has continued and it is exacerbating our 
fore i gn policy ~roblems. . · . 

. Under the existing policy of private entry, our 
foreign poiicy interests have suffered a series of set­
backs _due to the inability of the Uranium Enrichment 
Associates (UEA) organization to develop a credible pro­
posal for private sector construction of a fourth gaseous 
diffusion plant. As 'the enrichment contracting gap has 
widen.ed, foreign cust·omers have become disillusioned with 
our inability to establish a firm timetable for the con-

· struction of new enrichment capacity adequate · to meet the 
. fuel needs of foreign and domestic customers as we have · 
done in the past. This situation has cause·major · 

. prospective foreign customers (including Japan, Brazil, 
a number of Western European countries, and Iran) to turn 
to other· fuel suppliers, the French and the Soviet Union 
in particular. In addition to harming overall relations 
with these and other nations, our current enrichment 
approach has: 

-- inhibited our ability to take important initiatives 
in the field of international nuclear energy cooperation 
among con::>urners; 

-- reduced our ability to impose US non-proliferation 
safeguards standards using the leverage of fuel supply 
contracts, and 

-- diminished significantly future US economic 
benefits flowing from sales of US-type reactors as well 

-GO~iFIDENTil\L 

DEC!.ASSIFIED 
'E.O. 12958, ,... ~ 

STATE o~ ·, , ' 
,i..h?_ ,, 
-- . . ' ./6 /#Otf 



•. 

':· 

CON:PIDE!l':I:'IAL 2 

as associated fuel and to attract foreign investments.in 
US enrichment facilities. ~ 

As we see it, the UEA project is in serious trouble. 
We understand that ERDA estimates that it could take one 

· year to negotiate a final agreement with UEA, and that 
there is no guarantee that such negotiations could be 
successfully concluded, given the wide .scope and complexity 
of the government assistance package requested, the finan­
cial arrangements to be consumated, and the need for . · 
legislation. Furthermore, not only are domestic utilities 
reluctant to fully support the UEA effort, but it does · 
not appear that foreign participation ·at the 60% level 
UEA projects as necessary to the success of its venture, 
could be achieved. While Iran remains favorably disposed 
to invest in UEA, Japan has adopted an increasingly cool· 
attitude toward this project and few, if any, other 
foreign investors have been identified. 

The ERDA plan., on the other hand, would meet our 
foreign policy concerns by setting in motion promptly 
a credible program to establish additional enrichment 
capacity in the United States which would serve foreign 
and domestic customers on an equitable basis. The pro­
posed government construction of an increment of gaseous 
diffusion capacity and strong support of the construction 
of private centrifuge plants combines existing and new 
technology into a powerful joint venture between the public 
and private sectors. We believe this blended approach · 
will be. extremely well received abroad. We also believe 
that prospects for·attracting foreign investment for this 
program can prove to be considerably better·than for the 

-UEA scheme. We believe that the Japanese as well as the 
Iranians will probably be willing to participate through 
equity and/or debt financing. · 

Of crucial importance 'to Secretary Kissinger and 
others is the need to resolve urgently our uncertain 
enrichment policy. The forthcoming ministerial meeting 
on May 27th of the International Energy Agency offers a 
unique opportunity for the Secretary.to set out clearly 
the general thrust of our enricl~ent program. Such an 
announcement would be of major value not only to our 
cooperation \·lith other consuming nations in the IEA but 
also in our non-proliferation efforts. I would urge that 
a Presidential determination be sought to the extent 
practicable on this·issue to permit such a decision to 
be made before the end of this month • 

. .. . 
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