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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

December 31, 1974

MEMORANDUM FOR:

The Secretary of the Treasury

The Secretary of Defense

‘The Secretary of Commerce

The Director, Office of Management and Budget

The
The
The
The
The
The
The

Deputy Secretary of State

Administrator, Federal Energy Administration -
Director, Arms Control and Disarmament Agency.
Chairman, Joint Chiefs of Staff

Director of Central Intelligence

Chairman, Atomic Energy Commission

Executive Director, Council on International

Economic Policy

SUBJECT: Future Uranium Enrichment Capacity: NSSM 209

For purposes of clarification, the progress report on recent initiatives
by the Uranium Enrichment Associates circulated on December 23, 1974
was prepared by OMB and not by the ad hoc study group, and is for
informational purposes. Your comments and recommendations on the

- NSSM 209 study response are requested on or about January 2, 1975.
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

SEERET GDS | . December 23, 1974

MEMORANDUM FOR:

The Secretary of the Treasury

The Secretary of Defense

The Secretary of Commerce

The Director, Office of Management and Budget

The Deputy Secretary of State B

The Administrator, Federal Energy Administration

The Director, Arms Control and Disarmament
Agency

The Chairman, Joint Chiefs of Staff

The Director of Central Intelligence

The Chairman, Atomic Energy Commission

The Executive Director, Council on International
Economic Policy

SUBJECT: NSSM 209: Future Uranium Enrichment Capacity

Attached for your information is a progress report by OMB on recent
initiatives by the Uranium Enrichment Associates on uranium enrich-
ment in the private sector. The new ix;itiativesEna'y"sztrsfy—ﬂre

should be given
serious consideration when preparing your comments and recom-
mendations on the NSSM 209 study.

4
‘ D2 D W
Jeanne W. Davis
Staff Secretary/‘a;

Attachment
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 205086
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MEMORANDUM FOR . | f

The Secretary of the Treasg“fy

The Secretary of Defense ¢

The Secretary of Commerce

The Director, Office oﬁfivianagement and Budget

The Deputy Secretary ; &f State

The Administrator, F‘ederal Energy Administration

The Director, Armsg Control and Disarmament
Agency £

The Chairman, Jpznt Chiefs of Staff

The Director ofs’f}entral Intelligence

The Chalrman,g "Atomic Energy Commission

The Executive Dlrector, Council on International

Econom;t Policy

OMB has prepared a stabfs report regarding the activities of Uranium
Enrichment Associates, /and reauests that it be circulated to those
now considering the NSSM 209 study.

/ Jeanne W. Davis
' Staff Secretary

SEERET GDS
R 1617104
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EXECUTIVE OFF’!CE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
. WASHINGTON, D.C. 20503

DEC 20 1974

MEMORANDUM FOR MAJOR GENE BRENT SCOWCROFT

FROM: FRANK G. ZARB
Subject: NSSM 209 on ufnium enrichment

Within the last several days there have been additional developments on
uranium enrichment in the private sector which appear to us to be rather
significant for the issues addressed in NSSM 209 and for the Report
recently completed by the Study Group which is now being circulated to
the interested agency heads for their recommendations.

I refer to the current activities of the Bechtel Corporation, prime
mover in Uranium Enrichment Associates., Attached is a progress report,
prepared largely by AEC staff, on Bechtel/UEA's recent activities and
discussions with its potential customers, both foreign and domestic.

On the basis of a furcther conversation with br. Jerome Romes an
associates of Bechtel/UEA as recently as December 139, we at O be
that the Bechtel/UEA effort is an aggressive and extremely serious one
and that it may well be able to satisfy the concerns which prompted
the NSSM 209 study. ,

£
s
;,.a o

I should appreciate your circulating this memo and the attached summary
to the members of the NSSM 209 Study Group for their information and
with the request that it be made available to their principals in their
consideration of the Report of the Study Group.

Attachment
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Progress Repott on UEA Initiative as of 12-18-74

1. UEA has recently completed another round of megotiations in Japan,
Iran and several countries of Western Europe; these negotiations are
expected to lead to financial participation as well as purchase of
enrichment services.

2. Prospects are that these foreign nations will provide up to 60%
of the financing of UEA and take a corresponding share of the capacity
of the plant. ; : o

3. UEA has identified five areas of Government assistance and assurance
which it believes will be necessary to make a final commitment possible.
These have been discussed with AEC and OMB.

4. Three of the five areas appear to present no problem for AEC and
OMB. The other two involve (a) a Government guarantee to complete the
plant in the event of UEA's failure to do so and (b) purchase of up to
18 million SWUs by AEC/ERDA. The feasibility of a plant completion
guarantee is being further explored, and AEC has suggested a purchase
commitment in the range of 5 million SWUs. An effort is being made to
resolve these matters. For example, UEA is planning an insurance
arrangement which would protect the U.S., Government, at least in part,
against the cost of completing the plant, if this should prove necessary.

5. UEA on December 18 met again with officials of the Edison Electric

Tngticuta (.._.u...\ and aeveral mn:inv aloptris urilitioc and cn‘hannuanf’lv

reperted to AEC apd OMB that encouraging progress was made, Several
utilities indicated a readiness to sign a letter of intent if some fair
portion of the Government assistance measures identified by UEA could
be realized.

6. The EEI executive committee will consider the UEA initiative
further on January 15 (based on what is expected to be a favorable
report by the group with which UEA met on December 18) and may release
a public statement of support at that time.

7. UEA will meet again before the end of this month with a potential
corporate partner with a view to reestablishing UEA as a multi~-firm
consortium.

8. At its meeting with AEC staff following its meeting with EEI, UEA
estimated that partners, financing and agreements with customers could
by June 30, 1975, be brought to a stage which would assure that the

project would go forward.
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NATIONAL SECURITY COUNCIL

‘December 23, 1974

NOTE TO JEANNE DAVIS

Frank Zarb has asked that the attached
be circulated to those preparing agency

‘comments and recommendations re-
- garding the NSSM 209 study.

' - RE

David Elliott
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File the attached package in:

NSSM(SFS) )‘Oq folder

NSDM(SFD) folder

Usc(SFU)l " folder _
-

Mtg (SFM) folder
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

~ShGREF GDS December 19, 1974

MEMORANDUM FOR:

The Secretary of the Treasury -

The Secretary of Defense .

The Secretary of Commerce .

The Director, Office of Management and Budget .

The Deputy Secretary of State +

The Administrator, Federal Energy Administration,

The Director, Arms Control and Disarmament
Agency . )

The Chairman, Joint Chiefs of Staff

The Director of Central Intelligence

The Chairman, Atomic Energy Commission .-

The Executive Director, Council on International
Economic Policy -

SUBJECT: Study of Future Uranium Enrichment Capacity:
NSSM 209

Attached is a study on U.S. Policy on Enriched Uranium, prepared
by an ad hoc working group in response to NSSM 209. It includes

a delineation of alternative approaches for the expansion of U.S
uranium enrichment capacity, government or ganizational options
consistent with these approaches, and domestic and international
criteria to be considered in selecting an approach.

In order that the report may be prepared for the President's con-
sideration, your comments and recommendations are requested
by January 2, 1975.

.

JeMe Ww. gavis

Staff Secretary

SECRET- GDS
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NATIONAL SECURITY COUNCIL 25\'3'
WASHINGTON, D.C. 20508 .

>

~GONEIDENTHAL /GDS . September 3, 1974

National Sccurity Studv Memorandum 209

o ad . . -

TO: : The Secretary of Defense
The Director, Office of Management and Bud«et
The Deputy Sccretary of State
The Director of Central Intelligence
The Chairman, Atomic Energy Commission
The Executive Director, Council onInternationzal Econcmic Po!
SUBJECT: Policy on the Development of Future Uraniunm
o Enrichment Capacity

The President has directed that the issues associated with a shrift to
private ownership of part of our future uranium ecurichment ¢apacity -
be reexamined. The study should consider but not be limited to the

following: : .
- ”‘bai is the oullook for private scctor asswumuntion of th=2 enrich-
pliond
. ment business with present and prospective fechneologies ?
ol
o o~ i - .
it __  What are the prospects for adequate production resources being

- R

2
L develoved to meet the long-term projected increasing demand
for uramum entichment facilities ?

- DECLASSIFIED

T w0
oo v
it -2
e o What governmental actions (and assoc;ated costs) weuld be
DQ “? reqmrcd to facilitate private entry and to ensure future supply?
NG :
\‘E‘ t f::‘ ) " . 12 » » ) r TR )
N What would be the implications of private control of enrichment
N for U.S. foreign policy, trade and-energy policies, domestic
C g and intérnational nuc&ear sa{eﬁuarns, and non-prolif Lrabmn"
5
N What are the costs and implications of the U, S. gov ermmcental
N o commitiments to werldwide supply, assurance of timely availa~
S bility, and hondiscriminatery accese ? How can it be ensured
g \\g’ that the private sector would mieet and sustain such commitmente,
‘\. } and what wouid be the foreign policy Iraplications if these commir-
e 3 ments were not met?
& ‘
i : o Qn
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Appendix A

CONFIBENTIAL/GDS . o 2
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What are the prospects and implications {for example, for
trade benefits and proliferation) if private activity were to
result in business arrangements abroad through which
-enriching technology becomes subject to transfer, sale or
licensing?

Can satisfactory oversight of private industry be established

and adequate mechanisms developed to facilitate the planning
and leng-range actions necessary to maintain the appropriate
U.S. stockpile of enriched uranium?

What are the organizational alternatives to private assumption
of enriching services? (Each alternative should include
discussion of its legislative, cost, and budget implications,
probable Congressicnal and utility reaction, and impact on the
nuclear industry.)

* .

Based on the above analysis and other relevant factors, the siudy should
outline the policy options open to the President and their advantages and
disadvantages. '

This study should be carried out by an Ad Hoc Group comprised of
representatives of the addresseces and the NSCT staff and chaired by the
representative of the Atomic Energy Commission. The study should be
conducted on a close-hold basis. It should be forwarded to the President
for his consideration no later than Qctober 1, 1974. '

-

f ﬂT“HZ A /.KM/M

ry A. Kissinger A\

cc: The Secrctary of the Treasury
The Secrectary of Commerce ' :
Counsellor to the President for Economic Policy
The Administrator, Fedceral Encroy Administration
The Chairman, Joint Chicfs of Staff
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_Wastingion, D C. 23520

Honorable Roy L. Ash
Director, 0:Zfice of Management
and budget :

Jashington, D. C. 20503
Decax Mr. Ash:

The Devartment of State has.been reguested by your
office to comment on H.R. 17322, a bill "To awend the
Atomic Encrgw act of 1954, as amended, to cestablisn

the U.S. Enrichiment Corporxation, and for other purposes.”

The Executive and Legislative branches of the Govern-
ment have boen encagad in intensive discussions for at
least the past three yecars on how the United States
should assure itself that it will have sufficient
uranium enrichnent cavacity in the future to meet the
fuel needs of the burgconing nurber cf nuclecar power
" plants scheduled to come into operation. The Departmont
of State has plaved an active rele in the Exccutive
branch discussions, wishing to make certain that our
foreign policy intercsts were preserved., We are par-
ticularly concerned that the United States remain a
reliable suvpplier of uraniun enrichment services to
cother nations. Ue thereby may be able to reduce the
~uncontirolled spread of sensitive enrichment technolegy
that can be used to vroduce highly enriched uranium
for weapons purposes, and we may be also able to roguire
the impositicn of international safeguards on the
slightly enriched urxanium and nuclear power plants
using this naterial that the U.S. furnishes to other
nations. ' ,
Furthexrnore, the United States «a s tial revenues
from abroad in the sale of enrichme zexr 2s and fren
the sale of U.S.-tvpe nuclear power plants. Our intor-
national rosition in this market has doteriorated
markedly during ithe vast few years, and an increasing
amount of cnrichment salcs, of » tial significant
dollar vaelue, arc being loct to B an carichment
organizations and to the USSR. This adverse situation

FmeTeT  DECLASSIFIED
E.. 12958, C2C. 3.5 J4ibe Ruric, .

STATE DEPT, GUIZELINES 17
MY e bl RARR, DAVE L2240 4, :
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is due not only to the desire of our customers to scck
alternative sourcen of ;u;aply het also-—-and moro
1muortantl§~~to theix distrust of the United States as
a reliuble furiure u"u31c1, cngenuelnd hy the changes
adopled by the AZSC in its Uraniwn Envichnent Criteria.
and contracting vracltices. - Foreicgn suspicions have
been heichtoncd in recmt months by the suspension of
furthey confractinge Lo enrichmont services by the AEC
and by the dolay that is being exvperienced in attract-
ing private induvstyy in the U.S. to invest in a fourth
enrichment plant. ‘

Because of our foreign policy concerns in this field,
as wvell as concorns about private entry and the nceed
to assure domestic suvomplies of cnriched uranium, the
President directed, through NSS! 209, that an inter-
agency study o the na**cr be made. The studv has not
been coapletoed. The Wational Sccurit Lty Council is now
obtaining on an uvrgent basis independent agency vicws
in order to complete the study for the President as
soon as possible, Ve believe that the Executive branch
should not take a position on the Hosmer Bill until
this stuvdy has been completed and reviewed hy- the

- President. ) -

We believe that consideration might be given to resort-
ing to furtherx U.S. Government invelvemant in the
construction of new enrichment capacity, if private
entyy does not occur within a rcasonable time frame.
One alternative under study is the establishment of a
Government Corporation,. whethexr the avproach presented
in the llosmer Bill or ancther coproach. On the assunp-
tion that the President will wish to examine all
feasible options generated by the final NSSi 203 report,
.we arce not in a position to make a firm recommandation
for or against H.R., 17322 at this time. However, we do
believe &t 1if a decision by prlvaue interests to
construs  the next enrichnant vlant does not materialize
soon, our foreign volicy objectives will deteriorate
still further, and that suitable contingency plans
should be available in that event. The Governwmant
Corporation anproach, which cntails a considerable

time delay for the passage of leyislaticon and subse-
quent organizational arrangements, would not provide
the short-tera remody required to overcome foreign
policy concerns, vhatever the long-term merits of this
approach. :
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IE£ the Adind should docide to sunport the
bill, we bCllOVO tnaL cortain awondments should be
nade to it to insure that cun feoreign policy roespon-
sibilities arc protected. The changes proposced are
as follows: ‘ . ' :

v s
o
I
-
*
?’s
hebd
-
.,
I"
-

l. Scc. 301, linec 8, page 2. Insert "foreign policy
. of the Unitced States," botween "with" and "the"

2. Scec. 302(i) and Scc. 308(j), pages 5 and 15.
tathcr"nz.a denying the richt o thoe Corporation
to construct ncew capacitv or to add to cxlncing
capacity withcut avendaent of the Act, these
sections would he morxe in our interest if the
Presidont were explicitly authoricced to permit
the Corporation to incrcase its enrichment
capacity through construction of additional
facilitics uncn a finding that the increase was
necessary becauze of a compelling foreign policy
reason, a national emeorgency or for national
security reasons. If financial assistance from
the U.S. Governnent were reguired to carxy out
the Presidential directive, then the budget
process and normal lecislative oversight would
insure the involvement of the Congress.

2. Sec. 2304(4), line 5, nage 4. Insert “foreign
pollcy of tha United States," between "with"

and “the".

4, Sec. 304({d), line 11, page 4. Insert "on a
‘nondiscriminatcry basis &s between foreign and
.@omestic customers," between “"fuel" and "as".

5. Sec. 308{(d), line 19, page 10. -Add the follow-
ing after "Statco.“: "and Provided Purther,
‘That the Corporation sheall olier such scrvices
to foreign and dcnecstic customers alike on a
nondiscriminatory basis.”

6. Sec. 307, line 18, page 8. In title, change
YCOMMITTEE" to “Cﬂ“” TTEES"., Line 19: Insert
“(a)y" bcforc "There Add ncw subscction (b)
following eoxi »1ng Suction 307 as follows
"There shall be an 'Interagency Conmittee on

. Uranium Enrichnent' to advise the Corporation.
This Coamittee shall ceonsist of senior repre-
sentatives of the Administrator oi EIDA, the
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Chaiuman -of the RRC, the Scerctary of State, the
Secrcetarxy cf beicensc, the bhircctor of-the Arms

- Control end Dicprarcment Ageoncey, and of such other

officors of the United States Governmwent as the
Presideont chall donignatae. © The Comaittee shall
mcet pericdically and shall roview the activities
and policices of the Corperation and provide

.advice on mattexs of domestic and foreign policy

concorning the husincezs of thoe Ceornorocion.  Tha

‘Committee shall prerxare an annual repoxt for the

Presideont onclvzing the donestic and forcign
policy consequancas of the activities and plans
of the Corporation and meking reconmendetions on
matters of doncstic and foreign policy concern.”

Sec. 308(a), line 12, page 9. Rcrove the phrase
"To the cxtent it deems neccessaxy,"”.

Sec. 319(a), page 45. We are concerned that the

exemption granted to the Corporation may be too

broad, in that the Corporation docs not appcar to
be an appropriatce body to be vested with the
authorltv to meke national and international
security determinations on the import and export

of source and srecial nuclear materials and
should be thc ';orc subiject to the licensing
o]

-

O . S L -0 e i

S
riate Federal agenay,

prcsumably NPC We defer to the Atomic Enexgy
Commission for its views on how safeguards and
physical security reguirements would be estab-
lished and regulated for the Corporaticn's
activitics. We note also that the reference
to section 18 of the Atomic Energy ict aopears
to be in error, since the Act contains no such

section.. _

Sec. 321, page 45. Add new Sec. 32L(b) as
follewsz "The Chairman shall consult on a
reotr. .1y basis with the BRC, ERDA, State,

DOD cnd ICDA; and other cheral departments
and dacnalbs on corpvorate matters aifccting
the FQWSlbllTvl 5 of the respective depart-
mentr and agencics and shall conduct its
internaticnal activities uncder the general
foreign policy guidance of the Secrctary of
State.” Renumber present Sec. 321 (b) as (c)
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MEMORANDUM

COUNCIL ON INTERNATIONAL ECONOMIC POLICY
~SECRET-
January 22, 1975

FOR: David D. Elliott
FROM: Gus Weiss ﬁ)f/’/ﬁ
SUBJECT: CIEP Response to NSSM 209

CIEP favors private entry (option 1) but questions its likeli-
hood, given economic conditions facing the electric utilities,
the technical risk, and long pay out. The Council believes
that some more time should be allowed UEA, since this
appears to be the last chance for private entry and budget
savings, But this time should be limited, and the USG
should prepare its contingency plan for publicly owned
enrichment, Also, the new energy proposals calling for
200 power reactors by 1985 were made as NSSM 209 was
nearing completion; CIEP recommends that the enrichment
decision be made with this long-term national goal as a
consideration,and by this is meant some expedition in winding
up the enrichment decision.

gmz&t.'m mr(fv" Y3 LS s i g s T
XEMPT FAOM GENERAL DR -
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We are most annremat:.ve of the contummc mterest wh.cn has

. beea shown by the Atomic Energy Commission in the develop-

ment of Urznium Enrichment Associates with respect to the first
privately owred enrichment facility to be built in the United States,
Our efforts have been devoted to develop this enterprise ina

. manmer consistent with sound business practices; acceptableto
~ the wtility customers both foreign and domestic; responsive fo -

..the requirements of the financial community; attractive to the
potentxal investors and compatible with the expressed position of
. the United States Government which has committed this couxntry to

. be’a continuing and reliable source of enrichment services,

-
.

We . are confidant this project can be carried out in a fashion
~.consistent with the aims of providing uranium enrichment facil-
- ities developed, owned and operated in accordance with private

' .'“_indus‘ry practices. As we visualize the development of this

—project, we foresee that a2 substantial portion of the capacity of
“the plant (60% as now foreseen) is contracted to foreign reactor

.-needs, These foreign reacters are light water reactors built

accordance with U.S. technology as a part of U.S. industry sales
abroad. In order to avoid the problems of political change,
.eurrency variations and other possible modifying events, the

".contracts will require that the foreign customer finance on a firm

basis the postion of capital iAvestrment consistent with its percentage

-~ . . -
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of the plant output, This financing will be required to come from
the customer's own sources of capital and will include participation

. in equity as well as debt. We have explained this to prospective
.. foreign customers who find it acceptable and who also understand
_that the voting control will be retained in United States hands.

"7 The financing of the portion of the plant developed to United States

t;tilities needs will be done on the basis of equity supplied by
United States investors drawn from substantial industrial con-
cerns and with the debt secured by firm take-or-pay contracts

. from the U. S, utility purchasers of the enrichment services.
Obviously, the equity position, including return on equity, would

be the first line of assurance against any unanticipated events

- which might affect the operatlon of the plant a.nd servicing of the
,.debt. e : .

UEA is proposing to establish a reserve fund to be built up from

" the cost of separative work. The amounts accrued in this fund will

" be held in trust to provide for servicing the debt. It is anticipated

that the accrued funds, plus earnings in the funds, will develop an
amount which, after about 16 years of operation, will be sufficient

to permit the retirement of the balance of the debt. At that point,
the cost of separative work units would be reduced by elimination
- of-charges for the reserve fund and charges for debt services.
.The reserve fund is intended to provide protection in the event of
@ defaulting U.S. utility or other unforeseen f1na.nc1al risk during
' the operation of the enmchment facility.

- In furtherance of its efforts to plat:e UFA on a commercial basis,
an insurance program has been developed which promises to
. afford substantial protection against physical damage, business

- interruption and liability. This will be a carefully integrated

program of insurance and bonding which will provide maximum

protection possible to the customers, the sources of debt fimncing
and the guarantors of the operation.

" However, there are.two matters of primary concern to the United

States utilities, the foreign customers and the financial interests.

The first of these arises because of the fact that to date enrichment

4
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has been wholly a Government enterprise maintained in secrecy

‘because of the sensitive security aspect, with no stockpile or

reserve in private hands. Despite the most excellent record of
the existing gaseous diffusion plants and despite the inherent

- simplicity of the process, it is pointed out to us that very few
". people have been able to make independent analysis of the opera-
" tion of such plants and the first private plant will be.dependent

upon Government supplied key components, Government developed
processes and Government knowhow, This is compounded by the

‘knowledge that the new plant will incorporate improveinents, such

a2z CIP and CUP, which have not yet been tested in full-scale N

. operation in the existing Government plants. Hence, we suggest

to you that Government cooperation will be needed to allay these
concerns and permit the transition to a new private industry, one
which already has been declared by you to be in the national

‘interest and which will allow the United States to honor its com-

mxtments to provmde enriched fuel.,

’

- The second concern is coupled with the present economic situation

which has been particularly difficult for the United States utilities,
These utilities find themselves in the untenable position of facing

virtually uncontrollable cost increases for fuel, interest rates,

cost of plant, and the like, while on the other hand their sales

"f; price is held under regulation and increases in rates have been
. slower and not sufficient to cover all the financial obligations they
- now face. : This condition makes it very difficult for the utilities

to accept the further obligations inherent in long-term, take-or-

pay contracts for enrichment services. In turn, the financial houses,
_aware of the utilities' current difficulties, tend to look beyond them

for some means of assurance that the new plant will operate as
planned, that it will be completed and that the financial obhcatlons

- will bé secure, , o e, ) .

"Based upon our studies of these conditions done in close cooperation

with the utilities and the financial institutions, it is our best judg-
ment that under the present economic conditions, the following

: _actions by the appropriate federal agencies will permit the project
' to go forward. While we are mentioning specific actions, we
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t::e»::t:tgnize that there may be alternative approaches which may
satisfy the principle of these requirements, and we wish to assure

you that we are.able and quite willing to entertain other alternatives
.. . which may accomplish the same long-term goal. Your letter of
.+ September 13, which offered general support of UEA, anticipated
. A ﬂ.sever'a]. of these requirements, but we have repeated these in this
“x+ - list with the firm belief that Government help in the areas indicated
"~ °. 7 is necessary to meet the conditions of pnvate entry 1nto the field

‘ of uranium enrichment,

A, 1.
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The sale by the AEC to UEA at reasonakle charges,
of certain essential mechanical components of the
plant, such as barriers and seals, which for security

. reasons are presently manufactured cnly by the AEC,

The provision, at reasonable charges, of technical
assistance and knowhow on the installation and opera-

-tion of the AEC's diffusion process. -

An assurance that the plant contazmng AEC manufactured

' - items and process technology will operate as expected,

and an undertaking by the AEC to complete or cause

.completion of the plant if UEA is unable to do so and

to meet UEA's non-deferrable obligations until plant

“completion and satisfactory operation, Expenditures

made by the AEC or costs incurred by the AEC in

. performing its completion agreement and meeting
.- UEA's obligations during that period would be claims
. against UEA senior to any return on equity., In addition,

we wou d expect that such costs will be defrayed by UEA

‘insurance, and by its customers pursuant to the terms
of their contracts for enrichment services.

UEA will agree to permit AEC representatives to -
inspect and audit all aspects of design, construction

. operation and, if UEA cannot complete the plant suc-
- cessfully; to permit AEC representatives to take
. .charge of construction and start-up,
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The startup of the plant, even if on schedule, will
not match precisely the needs of the customers for

-fuel loadings of their reactors. In order to meet
those needs and cushion against-possible start-up

delays, there should be access to the AEC stockpile

- and the purchase or lease by UEA during the early
.2 years of the project of enriched uranium for delivery

to UEA's firm customers to the extent that UEA!'s then

- current capacity is insufficient to meet customer needs.

A firm commitment from the AEC to purchase a | -
- substantial quantity of separative work units from

UEA over the first three to five years of operation.
For our planning purposes, we have assumed a figure
between five and ten million separative work units,

»

An arrangement to termmate long-term contra.cts

. between the U.S. AEC and utilities, generally on
- the basis of last signed, first terminated, sufficient

These requirements, if met by the U. S, Government would meet

. .to assure UEA that its plant would be effectxvely sold |

A form of last resort guaranteé, by which the financial

" investors can be assured that should any of the utility

customers default on their obligation and after recourse
to other means of covering the default are exhaused,
the AEC will carry the obligation, A form of commit-

) ~ment to take over the enriching service contracted for
- by any defaulting customer.could be 2 means of providing
. forx ﬁus. o

For the assurance of the financing institutions, the

- obligation assumed by AEC should have the full falth
‘and commitment of the U.S. Government,

- .
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.- . leading to firm contracts with both domestic and foreign utilities.

All commitments would be on the basis of securing a minumum

. of approximately 75% of the plant output currently scheduled for
. nine million separative work units per year. Should we fall

short of that figure, the Letters of Intent would be void as would

s -any commitment by the U.S, Government to UEA,

";'Based on our best estimates, we might anticipate contracts for

enrichment services in the amount of 2 million SWU per year
from Japan commencing in 1984; 1 million SWU per year each
from France and the Federal Republic of Germany;and 1 - 2

million SWU per year from the conditional contracts offered by
.. the U.S, AEC, Our target is to obtain 1.5 million SWU per year

orders from U, S. utilities commencing in 1983 growing to 3.5

 million SWU by the early 1990s. In addition to these commit-

. purchased by the U.S. AEC as indicated above.

‘We wish to express our appreciation for the excellent support
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ments, we would anticipate a block of enrichment services to be |

given UEA by the staff of the AEC and other Government agencies.
We are prepared to meet at your early convenience with appro-
priate representatives of the Government to advance the cause of

private enterprise in uranium enrichment.

1

Lo L B Very truly yours,

. ™

-
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Mrs. Jeanne Davis
Staff Secretary
National Security Council

Attached for your handling is a
letter to the Secretary from Secretary
Simon dated January 6. It was delivered
to the Department in error since it
is addressed to him in his capacity
as Assistant to the President.

- ,? i
| L
1lliam H. rs
Deputy Executive Secretary

Attachment:

As stated.

-SECRET-Attachment
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THE DEPUTY SECRETARY OF STATE
WASHINGTON

January 8, 1975
-SECRET

MEMORANDUM FOR THE ASSISTANT TO THE PRESIDENT
FOR NATIONAL SECURITY AFFAIRS

Subject: Department of State Position on NSSM 209
(Uranium Enrichment Capacity)

The Department of State has reviewed the study
prepared by an interagency working group in response
to NSSM 209, transmitted for comments by the NSC
staff on December 19, 1974. Our recommended position
on U.S. enrichment policy, presented below, is based
primarily on foreign policy considerations, but we
have also taken domestic concerns into account.

Discussion

U.S. enriched uranium supply policy influences
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., All of these concerns have suffered
during the past year due to the uncertainty over
whether, when, and how new enrichment capacity would
be built, and because of the particularly acute damage
caused by the "contracting gap" which began last summer
and which continues to exacerbate our foreign policy
problems in the areas noted. Indeed, this created the
situation which led the Department of State to request
an interagency study of U.S. enrichment policy.

Last August, the President publicly affirmed the
intention of the United States to remain a reliable
source of enriched uranium fuel for foreign as well as
domestic users. To support this declaration, prompt
action is now needed to restore the credibility of the
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U.5. as a world supplier of enriched uranium services
-- not only a firm decision to commit a fourth
enrichment plant and begin contracting, but also the
development of a credible long-term program for
achieving the additional capacity to serve foreign
and domestic markets on a non-discriminatory basis
under competitive price and contract terms. This is
as much a political and psychological matter, involving
perceptions and attitudes, as it is a technical ques-
tion of actually being in a position to supply fuel
when needed.

It is equally important that our enrichment
programs remain highly responsive to U.S. Government
policy in the critical and dynamic fields of energy
cooperation and nuclear non-proliferation. The right
decision at this time would complement and reinforce
our international energy policy actions and strengthen
our negotiating position with other o0il consumers as
we prepare for a producer-consumer dialogue. American
proposals for enhanced cooperation in nuclear fuel
supply among members of the International Energy
Agency, which can show OPEC that the industrialized
nations intend to diminish their dependency on oil,
must be supported by an active U.S. uranium enrichment
effort carefully shaped by policy-making authorities.
Given the renewed risks of proliferation, there is a
need to assure that our international enriched uranium
position adequately supports national and multilateral
attempts to prevent the further spread of nuclear weapons,
both by providing the vehicle for instituting safeguards
over foreign power programs and by creating leverage
through foreign dependence on U.S. fuel supply.

Demand projections based upon domestic needs
indicate that a commitment to construct the fourth
gaseous diffusion plant should be made no later than
mid-1975 in order for the plant to provide fuel by
1982. An additional six-month delay in resuming
contracting would compound our international problems,
and any subsequent delay would have severely deleterious
consequences for U.S. foreign policy interests through
extension of the "contract gap" for an intolerably
long period. Entirely apart from foreign policy, our
domestic energy objectives argue for the early need
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to establish a clear plan to provide enrichment
capacity. Stabilizing this vital component of the
fuel cycle would materially assist U.S. utilities to
move forward with nuclear power plant projects on
schedule,

The status and prospects of the UEA private
industry effort aimed at building a fourth gaseous
diffusion plant remain highly uncertain. Despite its
loss of partners, Bechtel continues to persevere in
this endeavor, but it has thus far failed to induce
electrical utilities in the U.S. and abroad to invest
in the plant or to negotiate final fuel contracts --
partly because of the stringent terms that UEA has
demanded and partly because of the difficult financial
position of many domestic utilities. This situation
has led to consideration of expanded programs of U.S.
Government assistance and assurance to UEA in an effort
to make a private commitment possible. However, it is
far from certain that a feasible "closure package"
could be agreed upon to ensure a timely and positive
UEA decision, particularly if crucial elements of this
assistance package require new legislation and major
government commitments.

The perceived benefits of establishing the private
entry policy in 1971 were obviously persuasive to U.S.
decision makers at that time and many arguments for
continuing this policy can be made. However, given the
delays and difficulties experienced in seeking to trans-
fer responsibility for the next increments of enrich-
ment capacity to the private sector, it would seem
reasonable at this stage to question the advisability
of the "privatization" policy as currently conceived.
Four issues warrant special consideration:

1. Although there is no guarantee of success, if
we persevere in seeking private entry, we might be able
to achieve a UEA commitment by the end of June to build
a fourth gaseous diffusion plant. While this may be
soon enough to avoid a supply gap, the continued in-
ability to resume contracting promptly would, as
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indicated, further damage our foreign policy interests
and weaken the ability of the U.S. to maintain a
sizeable share of the foreign enrichment market. The
immediate resumption of government contracting above
present plant capacity, pending UEA's decision and
with termination of these contracts in favor of a
private plant when committed, has been suggested as a
means of ending the "contracting gap." However, even
if this step were approved by Congress, we share AEC's
assessment that it would undercut prospects for private
entry by removing the incentive for utilities to sign
contracts with UEA, since the government would be seen
as committed to provide new capacity. Moreover,

even if initial private entry is achieved, it is
unclear, given technological, financial, and marketing
uncertainties, whether the process could be repeated
with other firms using different technology (e.qg.,
centrifuge) to provide the succession of new facilities
needed to support our foreign and domestic enrichment
objectives over the coming decades. 1In any event,
whatever our domestic plans and programs, most foreign
customers would at this point be expected to doubt the
long~term reliability of a U.S. private entry policy.

2. The assumption that the enrichment business
is conducive to private ownership, at least in the near
term, should be reviewed in light of recent experience.
The proposal to offer major assistance to facilitate
UEA's commitment raises the prospect of a government-
subsidized and federally-supported industry with few
of the characteristics of competitive free enterprise,
In any case, progress in centrifuge technology suggests
that there may not be room for private competition in
diffusion plants beyond the next increment. Yet the
prospect of early private commitments to large centri=-
fuge plants is uncertain, since the AEC's centrifuge
demonstration program implies that substantial govern-
ment assistance in the form of jointly funded pilot-
scale facilities will be necessary to ensure that
commercial~scale plants are built to meet future demand.
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Despite the fact that other elements of the nuclear
fuel cycle in the United States are in private
hands, enrichment technology, financing, and
planning present unique problems. As in the case
of nuclear waste disposal (and as might well be the
case in fuel reprocessing), the enrichment function
at this juncture might best be accomplished through
a government entity. Of course, under any form of
government responsibility, private industry would
continue to play a major role in the enrichment
field through research and development activities,
component manufacturing responsibilities, and plant
construction and facility operations under government
contracts.

3. The strongest argument favoring a policy of
turning to the private sector to provide enrichment
services is that it would avoid the necessity of
making a substantial investment of government funds
over the next decade -- which would not yield off-
setting revenues until the 1990s. However, it is
possible to avoid this problem through the establish-
ment of a government corporation to assume responsi-
bility for developing new capacity and operating the
three existing plants =- while holding open a future
ownership role for the private sector in building
additional elements of capacity. Funding such a
corporation would not necessarily involve Congressional
appropriations or direct federal outlays; self-~-
financing could be accomplished by borrowing from the
private money market or from the U.S. Treasury which
would issue bonds. While the net expenditures of such
a corporation would be included under the federal debt
ceiling, such expenditures would not contribute to the
federal budget deficit -~ as would be the case if
ERDA built new plants. Also, a government corporation
would be structured to permit the investment of for-
eign capital., Some foreign countries would welcome
the opportunity to invest in return for the increased
assurance they would gain regarding supplies of
reactor fuel (and of course for a share of the net
revenues or bond interest).
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4, 1In terms of responsiveness to foreign policy
requirements, successful private ownership may be
acceptable, but either direct government ownership
or a properly-designed government corporation are
clearly preferable. 1In the energy field, government
planning is necessary to integrate multilateral
initiatives abroad with capacity increases at home;
our ability to initiate multilateral enrichment pro-
grams has already been inhibited by our private entry
policy. While industry would be subject to govern-
ment safeguard agreements and national export controls,
the formulation and implementation of new non-
proliferation policies could be complicated by the
existence of diverse U.S. enrichment firms committed
to corporate goals. In addition, flexibility in
offering enrichment services under special terms to
particular countries for diplomatic purposes or as
preferential treatment to NPT parties would be
diminished under private ownership. As a general
point, although American industry would be motivated
to remain competitive on price and contract require-
ments in the world market, it should be recognized
that the U.S. is competing internationally with en-
richment organizations in which foreign governments
play major roles.

Recommendation

The Department of State recommends that an
immediate decision be made to establigh a policy-
responsive government corporatlon to assume the
responsibility for managing existing enrichment plants
and building new increments of capacity, holding open
the prospect of ultimately transfterring to the pri-
vate sector some or all of the responsibility for
constructing additional facilities. In terms of the
options presented in the NSSM 209 report, our recom-
mendation would fall between alternative B, which ex-
plicitly defers private entry until after the fourth
and fifth plants are built, and alternative C, which
forms a government corporation to assume complete and
indefinite responsibility for enrichment.

SECRET-
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In brief, our recommendation rests upon the
following judgments:

-=- Short-term and long-term foreign policy in-
terests would be extremely well served through a
government corporation which would not only permit
a rapid removal of the present "contracting gap",
but would also provide a policy and management frame-
work to assure the orderly introduction of new
capacity, scaled to meet foreign as well as domestic
needs. Establishment of such a corporation would
permit the smooth integration of plants utilizing
advanced technologies presently being developed.

-~ A decision to move forward decisively in
assuring future nuclear fuel supply under a govern-
ment corporation would strengthen efforts to utilize
alternative energy sources in the United States, and
help support similar efforts on the part of industri-
alized nations abroad. It would demonstrate to OPEC
as well as to major consumers our determination to
respond to the current crisis.

-- In contrast with direct ERDA ownership, our
recommended course of action would avoid contributing
to federal budget deficits. At the same time, a
carefully designed corporation could remain highly
responsive to government policy and would be more
responsive than private ownership. Safeguards in-
itiatives could be carefully managed, foreign parti-
cipation in U.S.-based enriched plants could be
encouraged, and multilateral facilities located abroad
could be supported by such a corporation., Efficient
operations and timely capacity decisions, moreover,
could help ensure that the U.S. would capture an
appreciable fraction of the foreign enrichment market,
thus yielding financial as well as policy benefits.

-=- Under the recommended policy, private in-
dustry would remain active in enrichment efforts
through R & D, manufacturing, and plant construction
and operations. With this continued experience, and
as a consequence of technical assistance naturally
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provided by the corporation as a U.S. Government
instrument, private industry could, at some future
time, reach the position where it would be both
desirable and feasible for certain companies to
finance, build, and own specific increments of
enrichment capacity (perhaps a series of small-
scale centrifuge plants) within an overall supply
program and policy framework. Whether this would
result in private and corporation plants operating
side by side or ultimately involve transferring all
new enrichment capacity to the private sector need
not be resolved at this stage.

The scenario associated with our recommendation
would include the following steps:

(1) An announcement by the President in February
1975 that, due to factors largely beyond the control
of the firms involved, the effort to achieve private
entry into the enrichment field has been unsuccessful,
and that the Administration would shortly introduce
legislation to establish a government corporation to
build and operate enrichment plants, until such time
as conditions warranted transfer of some or part of
this responsibility to the private sector.

(2) Subject to approval by the Joint Committee
on Atomic Energy, an immediate resumption of con-
tracting by ERDA (preferably through an Enrichment
Directorate), associated with a Presidential decision
to request initial plant construction funds in ERDA's
FY 77 authorization.

(3) An urgent and comprehensive interagency
study of the preferred structure of a policy-responsive
governmment corporation to be formed within a year to
assume responsibility for U.S. enrichment efforts,
consistent with foreign and domestic objectives and
recognizing the goal of selective ownership oppor-
tunities for private industry in the future.

(4) Informing UEA of the President's decision as
soon as possible, noting that, with its unique
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experience as the only industrial entity to have
studied the question of building a new diffusion
plant in the U.S., Bechtel would be in an excellent
position to seek the contract to construct and
operate a new plant but could not be assured a pre-
ferred status.

(5) A plan to discuss the rationale and
objectives of the President's decision at high
levels with officials of electric utilities and
nuclear companies, as well as with prominent public
figures and foreign representatives, in an attempt
to obtain constructive support at home and abroad.

Robert S. Ingepysoll
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UNITED STATES ARMS CONTROL AND DISARMAMENT AGENCY
WASHINGTON

January 3, 1975

OFFICE OF
THE DIRECTOR

MEMORANDUM FOR THE ASSISTANT TO THE PRESIDENT
FOR NATIONAL SECURITY AFFAIRS

SUBJECT: ACDA Recommendations on U.S. Enrichment Policy

ACDA was requested by an NSC Memorandum dated
December 19 to submit its comments and recommendations
on the interagency study U.S. Policy on Enriched Uranium
prepared in response to NSSM 209 and on the earlier drafts
submitted by AEC and State. This study, in contrast to
earlier drafts, does reflect a heightened awareness of
the foreign policy, non-proliferation, balance of payments,
and international energy aspects of the decisions facing
the U.S. in the area of future enrichment policy. The
discussions and the range of options now proposed for con-
sideration should provide an adequate basis for a decision
on this important problem.

ACDA's views on the serious impact on our non-
proliferation efforts of our past enrichment policy as
well as the consequences of further delay in the U.S.
commitment to the 4th and 5th major increments of enrichment
capacity were outlined in our Memorandum to you of November 25,
In view of the urgent need to resolve at an early date the
present uncertainty surrounding the U.S. enrichment policy,
ACDA believes that the non-proliferation interests of the
United States would be best served by a modified version of
option "b", proposed in the interagency's study, i.e.

"Defer private entry and obtain authorization for
government construction, of, at least, the next two
enrichment plants."

The decision on the timing and technologies to be used
should be based on a comprehensive and updated review by
AEC of the projected supply and demand for enriched uranium.
ACDA does not believe that a decision on the ultimate role
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of private ownership need necessarily be made at this time
so long as our ability to continue international cooperation
in uranium enrichment is not forced to await that decision.

This recommendation would permit the U.S. Government
to take at the earliest possible time those actions necessary
to assure both domestic and foreign customers of a reliable
and continuous supply of enriched uranium. Most important,
it would be fully responsive to our foreign policy require-
ments. For example, it would permit prompt implementation
of the currently stalled NSDM 255 recommendation to initiate
consultations aimed at encouraging, where appropriate, the
construction of multi-national reprocessing and enrichment
plants. Furthermore, it would be possible to apply the
recommendations of the NSSM 202 study, if approved, to
strengthen the NPT by implementation of the preferential
treatment feature of Article IV of the Treaty. The ability
of the U.S. to influence the application of effective safe-
guards and to control the spread of enrichment technologies
among the non-nuclear weapon states would be significantly
enhanced.

The U.S. efforts to influence enrichment developments
abroad by encouraging multi-national enrichment plants,
effective export agreements, improved safeguards, and controlled
sharing of enrichment technology will continue to erode unless
the United States is prepared in the near future to build the
next major increment of enrichment capacity.

Lot C-Tht

Fred C. Ikle
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THE SECRETARY bF COMMERCE
Washington, D.C. 20230

JAN 3 1975

MEMORANDUM FOR Major General Brent Scowcroft
Deputy Assistant to the President
for National Securit\Affairs

T,

X‘E T

SUBJECT: NSSM 209 -- Future Uranium Enrichment Supply

.,

FROM: Frederick B. Dent
Secretary of Commerce

We have reviewed the Report of the NSSM 209 Study Group
forwarded by your Staff Secretary under cover of a memorandum
dated December 19, 1974. We consider it does an excellent job
of setting out the issues as to next steps involved with respect

to ensuring an adequate future supply of enriched uranium from
United States sources.

The Department of Commerce strongly supports continuing the
present policy of seeking private entry. We trust the AEC/ERDA
will do everything possible to secure this end, and would like to
offer our services of assisting in this respect. In particular,

we would like to participate in future discussions between the
AEC and UEA. We were particularly interested in the copy

of the memorandum dated December 20 to you from Frank Zarb,
and hope that negotiations will be successful.

The parties involved in UEA have expended a great deal of
effort in coming as far as they have, and every chance should
be afforded them to be successful. We need to break the dam
on getting the private sector into uranium enrichment and
avoid additional Federal budget outlays in this respect.
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If by the end of June UEA or any other private group has not
succeeded in putting together a viable private effort, we should
be prepared to execute an alternative option. We would not
wish to commit ourselves at this juncture to having ERDA
develop new capacity, but we should develop the details of
alternatives by that time. I recommend that the interagency
group prepare such details, in particular appropriate Articles
for a policy responsive government corporation to run the next
diffusion plant and draft legislation for an ERDA revolving fund.
In order to assure a rapid decision-making process this
summer, we would suggest a 30-day period commencing

July 1 to arrive at a decision.
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EXECUTIVE OFFICE OF THE PRESIDENT 00 -3
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C, 20503

JAN 2 1975

MEMORANDUM FOR JR. HENRY KISSINGER

FROM: ROY

SUBJECT: NSSM+209 on uranium enrichment

This is in response to the NSC memo of December 19 requesting comments and
recommendations on the study report which has been prepared in response to
NSSM 209, subject "Policy on the Development of Future Uranium Enrichment
Capacity."

In communicating the views of the agencies to the President on this
important matter, I should like to have OMB recorded strongly in favor
of Alternative A, which is to persevere in the present objective of
private entry, at least until July 1, 1975.

I favor Alternative A for the following reasons:

e Under appropriate Covernment regulation, there appears to be no
reason why uranium enrichment should continue to be a Government monopoly;
and a competitive private industry could very effectively meet both
domestic and foreign needs.

e Construction of additional enrichment plants by the Government
would have an adverse front-end effect upon the Federal budget for the
next 8-10 years.

¢ The private sector has been responsive to the challenge of the
Executive Branch to take on the responsibility for comstruction of
additional capacity, despite substantial difficulties, I recognize that
none of the initiatives is yet a reality and that some additional
Covernment assistance will probably be necessary to make these initiatives
a reality. Nevertheless, I believe that the present industrial efforts
are serious and aggressive ones and that the leading initiative (which
has substantial international characteristics) may well become a reality
within a few months,

e In light of the industrial efforts which have been and are being
made, and in view of the fact that Alternative A contemplates that a
private commitment would be expected to be made by July 1, 1975, it would
be premature and inappropriate to abandon the objective of private entry
on what may be the eve of the birth of a competitive industry.

DECLASEED
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¢ There appears in any event to be no need for a Government commitment
to another plant prior to the 1977 budget.

e Abandonment of the private entry objective now with a renewed effort
to stimulate private initiatives later may be unrealistic, because it is
doubtful whether private interest could be kindled again in the aftermath
of a reversal of Government position,

With respect to the organizational options for the continuing responsi~-
bilities for uranium enrichment activities within the Federal Government,
I favor Option 2, the Uranium Enrichment Directorate within ERDA,

I understand that you plan to prepare a summary report for consideration
by the President and that this paper may be coordinated within the
Executive Office of the President, We would be glad to participate

in such an effort.
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MEMORANDUM ADO-IN

COUNCIL ON INTERNATIONAL ECONOMIC POLICY

.

December 30, 1974

FOR: David D. Elliott, NSC

FROM: Gus Weiss,g,ﬂl{/%ﬁ

SUBJECT: CIEP Comments on NSSM 209 (U, S. Policy on the Development
of Future Uranium Capacity, draft of December 16, 1974)

CIEP could agree with alternative A (i.e., '..that private entry remains

a desirable and viable objective and that this goal can and should be pursued
through June 1975, at which time, if not achieved, another approach will be
required.') Alternative B says further delay in taking ''positive actions"

to assure new increments in capacity would be unwise. CIEP could also
associate itself with this view. The problem is, for us, the failure of the
draft paper to spell out what would be lost in U. S, sales of enrichment
services under alternative A. Our concern rests in loss of world market
position, a superiority which could gain much payments revenue. The U.S.
is in danger of temporizing itself out of this superiority.

Early on I suggested that the study group work out a "market strategy' to
prevent loss of market. No such strategy seems to have come out in the
draft. Most noticeable is the absence of an analysis of demand for enrich-
ment services. It may be that efforts by domestic utilities to get out
materials contracts could release sufficient capacity for the U.S. to again
contract with foreign customers. We have no treatment of this approach in
the draft,

Accordingly, if alternative A is to be adopted and we again temporize the
decision, CIEP recommends that a formulation be drawn up to prevent loss
of foreign enrichment customers, I would further suggest that AEC/ERDA
ask the Congress for authority to simply begin to write contracts, whether
or not the physical capacity still exists., This would -- in a stroke -- remove
the uncertainty plaguing foreign customers, the uncertainty that prompted
NSSM 209.

On the points raised by Frank G. Zarb in his memorandum of 20 December
1974 to General Scowcroft, CIEP supports in principle foreign investment
in a U.S. enrichment plant. In reviewing the terms as outlined, we would

question the wisdom of having the U.S. commit itself for 18 millio s 0k,
separative work units. S
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BECUQ‘ FIED EXS}MPT FROM GENTRAL DECLASSIFICATION

RS ar o S 3 4

R |

TLE OF EXECUTIVE ORDER 11852 1,-?;c9
N CATEGCRY y

|2

w1 lod

AUTGIAATICALLY DECLASSIFIED ON 4 \«W»- :

'{&yyg\‘\



6280

NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

SEERET GDS December 23, 1974

MEMORANDUM FOR:

The Secretary of the Treasury

The Secretary of Defense

The Secretary of Commerce

The Director, Office of Management and Budget

The Deputy Secretary of State

The Administrator, Federal Energy Administration

The Director, Arms Control and Disarmament
Agency

The Chairman, Joint Chiefs of Staff

The Director of Central Intelligence

The Chairman, Atomic Energy Commission

The Executive Director, Council on International
Economic Policy

SUBJECT: NSSM 209: Future Uranium Enrichment Capacity

Attached for your information is a progress report by OMB on recent
initiatives by the Uranium Enrichment Associates on uranium enrich-
ment in the private sector. The new initiatives may satisfy the
concerns that prompted NSSM 209, and therefore should be given
serious consideration when preparing your comments and recom-
mendations on the NSSM 209 study.

Jeanne W. Davis
Staff Secretary / ;;

Attachment

SEGRE® GDS
R 1672]04
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

3

DEC 2¢ 1974

<

MEMORANDUM FOR MAJOR GENE BRENT SCOWCROFT

FROM: FRANK G. ZARB
Subject: NSSM 209 on uf4nium enrichment

Within the last several days there have been additional developments on
uranium enrichment in the private sector which appear to us to be rather
significant for the issues addressed in NSSM 209 and for the Report
recently completed by the Study Group which is now being circulated to
the interested agency heads for their recommendations.

I refer to the current activities of the Bechtel Corporation, prime
mover in Uranium Enrichment Assoclates. Attached is a progress report,
prepared largely by AEC staff, on Bechtel/UEA's recent activities and
discussions with its potential customers, both foreign and domestic.

On the basis of a further conversation with Mr. Jerome Komes and his
associates of Bechtel/UEA as recently as December 19, we at OMB believe
that the Bechtel/UEA effort is an aggressive and extremely serious one
and that it may well be able to satisfy the concerns which prompted

the NSSM 209 study.

I should appreciate your circulating this memo and the attached summary
to the members of the NSSM 209 Study Group for their information and
with the request that it be made available to their principals in their
consideration of the Report of the Study Group.

Attachment
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Progress Report on UEA Initiative as of 12-18-74

1. UEA has recently completed another round of negotiastions in Japan,
Iran and several countries of Western Europe; these negotiations are
expected to lead to financial participation as well as purchase of
enrichment services.

2. Prospects are that these foreign nations will provide up to 60%
of the financing of UEA and take a corresponding share of the capacity
of the plant.

3. UEA has identified five areas of Government assistance and assurance
which it believes will be necessary to make a final commitment possible.
These have been discussed with AEC and OMB.

4, Three of the five areas appear to present no problem for AEC and
OMB. The other two involve (a) a Government guarantee to complete the
plant in the event of UEA's failure to do so and (b) purchase of up to
18 million SWUs by AEC/ERDA. The feasibility of a plant completion
guarantee is being further explored, and AEC has suggested a purchase
commi tment in the range of 5 million SWUs. An effort is being made to
resolve these matters. For example, UEA is planning an insurance
arrangement which would protect the U.S. Government, at least in part,
against the cost of completing the plant, if this should prove necessary.

5. UEA on December 18 met again with officials of the Edison Electric
Institute (EEI) and several major electric utilities and subsequently
reported to AEC and OMB that encouraging progress was made. Several
utilities indicated a readiness to sign a letter of intent if some fair
portion of the Government assistance measures identified by UEA could
be realized.

6. The EEI executive committee will consider the UEA initiative
further on January 15 (based on what is expected to be a favorable
report by the group with which UEA met on December 18) and may release
a public statement of support at that time,

7. UEA will meet again before the end of this month with a potential
corporate partner with a view to reestablishing UEA as a multi-firm
consortium.

8. At its meeting with AEC staff following its meeting with EEI, UEA
estimated that partners, financing and agreements with customers could
by June 30, 1975, be brought to a stage which would assure that the
project would go forward.
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