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Dear Mr. Vlbe Cna1rman~ /. R s

i r‘//n,“:' 0/ T
During the July 30 1976, House of Representatives
debate on theloroposed NLclear Fuel Assurance Act of 1976/
(B.R. 84Cl), there was an unfortunate misuncerstanding of

our views on t“e oroposed pill. This letter seeks to clarify
that WlS”“dEf nding, Also, because cuestions and ingulries
have been :ecclwod bv us about the amendnesnt proovosed by
Congressman Anderson of Illirnols which attempts to limit.the
types - of Government a< urances that could ce given to private
uraniunm enrichers, we have enclosed our views on the effact
of that aﬁa nément in the hope that they might be heloful to
yeu. : '
| )

In dhe July 30, 197 House floor debate, you cuoted
our May 1c, 1976, &eoo:t!»o vou entitled "Comments on
Selected 'Azsects of the idministration's Prccesal fcr Govern-
ment ﬁoSlCCc“Ce to Private Uranium Groups” (RED-76-113) in
support af the bill as reported out by the Joint Committee
on ALOﬁlc Enercy on Mav 14, 1876, The section vou guoztzd
was part 0f a response to vour guestion abdbout the Tossibility
of basxnc enabling legislation on individual arrancements .
entered into Dbetween the iEnergy Research and Ueveloomant g
Aéministration {(ZRDA) anrd potential private enrichers. Our
May 20, 1976, report said\bnct )

“In our view, 1f orivate owner,h;s'ls desirable,

the present ccurse of action being taxen by the

Joint Committee ¢©f oroviding broad legisletive

authoritv with the right to apvrove or cisavorove

any resulting ccorverative agyreement 135 nore desir=-

able than basinc lz2aglislatlion on the UEA or sone

similar Drovosal and cerhads reqguiring changes to

that legla¢ation whenever other agrsenmesnis con-

taining new ané different ccnéltions ar2 proposed

for the gas centrifuge orocess.”
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When quoting that section of the recort, you added that
the course of action taken by the Joint Committee in pro-
viding the framework for private ownership of the enrichment
process was the course recommended by GAO.

While we still hold to the belief that, assuming orivate
ownershio is desirable, the framework provided oy the Joint
Committee 1s more -cesirable, your ~use of that section of the
report in the floor debate has unfortunately raised cuestions
as to whether we have changed our position as presented in
our October 31, 1975, report entitled "Evaluation of the
Administration's Proposal for Government Assistance to Pri-
vate Uranium Enrichment Groups" (RED-76-36).

In that revort, we focused on the guarantees which were
to be pbrovided and risks which were to be assumed by the oy

tjGovernment under a proposal by Uranium Enrichment Associates /<7 S

/- (UEA) to build a gaseous diffusion plant. From our analysis,

- we concluded that, among other things, (1) this tvpe of
legislation would ke needed for advanced technologiss (e.qg.,
centrifuge a2nd laser isotope separation) and (2) the UEA
proposal was not acceptable, Ve expressed the view that the.
assurance provisions provided by the bill in effect insulated
the potential ovrivate owner of gaseous diffusion enrichment
facilities from the competitive market the bill seeks to
create. 'we testified in supocrt of these views at hearings
held by the Joint CTommittee on December 10, 1975.

Our position has not changed since our earlier revort
and testimeny. Spcecifically, we still believe that:

--A decision is required on the next
increment of uranium enrichment cavacity
if it is to come on line in the early 1980s
when it 1s expected to be needed.

--The next increment of enrichment capacity
using gaseous diffusion technolcgy should
be provicded by acdditions to the Government's
existing 2nrichment plants. Gaseous diffusion
is a proven technologv. An add-on to existing
plants can be constructed at less cost than a
new stand-alone zlant and 2n add-cn can te
phased in increments, theraby keepding eddit-
ional gaseous diffusion cavacity at the minimunm
consistent with the develoopment of more advanced
technologies.

~-Management of Government enrichment facilities
could be accomplished more effectively by a
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Government corooration having a self-financing
authority to borrow funds from the Treasury
or the oublic. Such a corooration could
operate on a business-like basis and would
not be subject to possible conflicts with
other programs in the agency for funds and
management attention. Moreover, a self-
financing proposal would free the corporation
from the budgetary recuirements to seek
congressional approval of approoriations,
thereby achieving a major goal sought by the
present legislation,

-~-ERDA should seek and encourage oprivate industry
to continue efforts in advanced tachnolccies
through exolicit orograms. Such proarams may
require Government assistance and assurances;
however, the Government should seek an eguitable
sharing of risk by the private enrichers and the
Government.

As indicated earlier, we have received a number of"-
informal inquiries regarding the significance of the anmend-
ment to the Nuclear Fuel Assurance Act of 1976 as propdsed
by Congressman Anderson and adooted by the Hcuse. 0On the
basis of our evaluation, we conclude that, notwithstanding
the legislative history, the amendment does not clearly and
unambiguouslyv supersede or nullify those provisions of the
bill that allow ERDA to aaree to purchase enriching services
from private owners and to agree to take over enrichment
plants that such owners are unable to comvplete or bring
into commercial cperation. The ambiguities in the language
of the amendment are such that we are unadle to say vre-
cisely what the limitations might be on the authoritv ci the
agency to enter particuler arrargements. Such ambigulities
might give the ageqcv much wider discretion in overating
under the proposed bill than may ke intencded. e believe
that, if the Congress wishes to clearly limit any warrancies
to the technolegy involved, clarifying language would be
desirable,

If the Congress decides to pass sucb legislation, 1in
our view, the language which clearly limits guarantees
warranty of Governmant furnished equipment and technolcav
should be sufficient assurance for private enrichers using
the proven gaseous diffusion process to enter the enrich-
ment field. ‘

a

4
O

We have discussed the amendment with officials of ERDA's
Office of General Counsel. They told us that, as the bill
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has not yot been finally acted upon by the Congress, any
formal conclusions on ‘their part with resgect to the amendment
would be premature.

A more detailed discussion of the basis of our views and
the possible effect of the amendment on advanced technologies,
such as centrifuge and laser isotope operation, is presented
in appendix I. ' :

Several people have expressed interest in our views on
this bill and the Anderson amencdment. We are furnishing
“.copies of this letter to Congressman John Anderson; to
Senators_glgrLorq,Cas Alan Cranston, John Glenn, and
Harrison Williams; and to others who may request it.

We are, of course, available to discuss our views
with you or members of your staff.

Si ely you:;é? //9
LA,

Comptroller General
of the United States
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. OUR COMMENTS ON THE HOUSE VER2SION
OF THE NUCLEAR FUEL ASSURANCEI ACT Of 1976

S =\
(H,R., 38401)

During. discussions of the Nuclear Fuel Assurance Act of
1976 in the House of Representatives, Conaressman John
Anderson of Illinois oroposed the following amencdment which
as adopted and incorporated before the bill's vpassage. The

'Anderson amendment may be seen as an attempt to limit the
‘assurances that the Government may provide to prosrective

owners of uranium enrichment plants.

"Provided, however, That the guarantees under
any such ccoperative errangement which would
subject the Government to any future contin-
gent liabilities for which the Government
would not be fully reimbursed shall be
limited to the assurance trat the Government-
furnished technology end ecuivment will work
as promised by the Government over a nmutually-
agreed~-to anc reasonable pericd of initial
commercial operation. Consistent with the
foregoing, such cooperative arrangements mav
include, inter alia, in the discretion of the
Aéministretor, * * *"

T "

In the floor debate on the amendment, the following ex-
change took place.

."Mf. QUIE * % % % *

®"In listening to the motion to recommit, am I right

e e e

that the gentleman's motion to recommit in effsct negates

. subsections 4 and 5 on page 3 of the bill?" 1/

"Mr. ANDERSON of Illinois. The gentleman is correct.™

Mr. Anderson went on toc state that his amendment was

intended to clarify that what was comtemplated was "a

1/ Subsection 4 authorizes the ERDA Adnministrator to
purchase enriching services frcsh a orivate enricher.
Subsection 3 authorizes the ZRCA Administrator to
acquire the assets and liabilities of the private

owners of an enrichment facility.
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warranty of technology and nothing more."™ 122 Cong. Rec.
H8282 (Daily ed., August 4, 1976). ]

The question is whether the amendment succeeds in its
announced purpose. In our opinion, ¢t is not sufficiently
clear that the woréing of the limitation would necessarily
restrict the guarantees as tbe Congressman apparently in-
tended.

The key to the amendment is the concept of "future
contingent liebilities for which the Government would not
‘be fully reimbursed." Thus, under the ‘zmendment, EIRDA is
forbidden to give only guarantees invcelvine such liabilities.
Congressman Anderson agreed with Congressman Quie's state-
ment that the amencment would in effect negate sutbsections
4 and 5 of new section 45 of the Atomic Energy Act,
added by the bill.

fu 0(

-
S

Under subsection 4 of the bill, the Administrator could
agree to purchase enriching services from orosnective orivate

owners. Such an agree"ent would uncoub;edl_ result in a
future liability of the Government, devesnding cn the 2xact

nature of the ovromised purchaese. However, the liadbility could
be neither contingent nor unreimbur sed. fer exameple, in one
instance, the Govarnment might simply pDromise to gurchase,

and a 0r1v**° enricher to sell, a qxven guaentity of enriching
services over a veriod of time. If the agreement %o purchase
set the price of the services at oresent day values, the Gov-
ernment could actually come out ahead 1f it requested such
services during a vericd of high demand or when inflation had
increased the prevailing price for them. 1In this situation,
in effect a fixed-orice procurement of services, thers is

no contingency and the Government receives services, Incdeed,
it is difficult to see any guarantee in such a2 transaction.

An alternative arrangement might find the Government
giving the orivate owner the right to recuire it toc cturchase
excess enriching capacity during pericds of low demand. Such
an arrangement was provided for in the UEA oroposal. This
type of agreement sounds more like a guarantee; that 1is, the
government could orovide a merket for serv ces at a varticular
base price. The exercise of the owner's ooticn to reguire
Government opurchases would be a contingency. However, the
government would oresumably acquire enriched uranium thet
it could later sell when market conditions imoroved. Since
"fully reimbursed" as used in the amendment is -2lso undefined,
we cannot say wh2ther such future sales in which the cgovern-
ment recovered the cost of the sarvices it purchased under
the "guarantee" could constitute reinmbursement. On the oth
hand, an agreement based on a price calculated today may or
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may not enable the Government to recover its purchase price
more than a cdecade in the future. Advancements in technology
could greatly reduce the cost of enrichment services from
other sources, and the Government would te unable to recover
the full cost of the services it purchasasd under the agree-
ment.

It seems clear that the amendment did not, in effect,
write subsection 4 out of the bill since the first of the
foregoing examples clearly would not be crecluded by the
amendment, and the effect ¢©f the amendment on the second
example is unclear. ' . :

Under subsection 5 of the bill, the Administrator
could - -agree to acquire the assets and liatilities of the
private owners of an enrichment plant if such owners cannot
complete the plant or bring it into commercial operation.
If the Government acguired the plant uncder =his subdsection,
the assets of such a vlant and any future profits cderivead
by the Government either through sales or ogeration there-
of may- "fully reimburse™”™ the Government for its liability
to purchese the assets and .iabilities of the private cwners.
On the other hand, the Government may take a loss in the
transaction, either short-term or long-term,.

We are unable to conclucde from the anguage of the b111
what standard is to bte applied in determining whether a
particulaer arrangement .constitutes a gu nta ano wnotﬁor

=]
a contingent future liability will be "fullx
The courts might well have similar oroblexs
amendment. Such ambiguities in languace may
broader discretion in overating under the D osed act than
intended. For exampls, ERDA would have sunstantial latitude
in determining whether a vearticular arrancement would result
in the Government's bteing "fully reimbursed" £for a contingent
future liebility.

Thus, we conclude there is substantial doubt that the
amendment wrote subsecticn I out of the bill. Notwithstanding
the legislative history, the amendment coes not clearly and
unambiguously supersede or rullify those srovisions of the
bill that allow EZRDA to agree to ourchaese enriching sarvices
from private owners and to sgree to take over enrichnent

"plants that such cowners are unable to complete or bring into
commercial overation. The ambiguities 1n the language of
the amendrment are such that it may not accomplish t“v .
Congressman's intended purpcse.

In summary, we believe that to achieve the objectives
of the amendment as stated cn the floor of the Kouse,

e 1y 2 an e s e 4 e i
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clearer guidance in the bill on such matters as what
constitutes a “guarantee"™ and what 1is meant by "fullv
reimbursed" is needed. If the Congress wishes to clearly
limit any warranties to the technology involved,. then
clarifying language would be desirable, In that respect, we
would be glad to work with interested members of the Congress
or committees to develop legislative language which would
more clearly spell out the congressional intent.

We have discussed the amendment with ERDA's Office of
General Counsel., They told us that, as the bill has not
yet been finally acted on by the Congress, anv formal con-
clusions on their part with respect to the amendment would
be premature.

POSSIBLE EFFECT ON ADYVANCED
ENRICEMENT TEC%‘OLuGL_a

If passed, the legislation will apply equally to all
future private uranium enrichment plant owners with whcem ERDA
enters a cooverative arrangement. In our October 31, 1375,
report, however, we oellberate‘v sevarated the issues of the
next enrichment pvlant using the gaseous dififusion process
from future enrichment plants using centrifuce and other
advanced technoloaies because of the techrologies' varying
stages of develoocment. The diffusion process has been
working successfully in the three Government-owned plants
for over 30 years, whereas the centrifuge oprocess, which
is expected to be economically and overatiocrally suverior
to gaseous diffusion, has not vet progressed bevond the
pilot plant stage and the laser isotove sevaration process
is still in the laboratory research stage.

If the Congress decides to pass such legislation, in
our view, the language which clearly limits guarantees %o
a warranty of Government furnished eqguipment and technology
should be sufficient assurance for private enrichers using -
the proven gaseous diffusion process to.enter the enrichnment
field. Because centrifuge and other advanced technolcgies
are not as develooed, however, some additional forms cf
Government assistance may be necessary through the demon-
stration stage. The nature and extent of such assurances
that-will be recuired including the need for warrantiess
beyond those regarding the tecnnology is presently unclear
but should become clearer as ERDA continues %o evaluate pro-
posals from the centrifuge enrichers. In anv event, the
Government should seek equitable sharing of cisk by the ori-
vate enrichers and the Government in any arrangement involving
the private ownership of enrichment capacity.

b





