
# >

is
%
• ^

•: i »

•'4

<!-:

- ' . • < l l V \ . ^ ' • ;

' $ & > & " •

£!%
IK;

^ ' • • • : • • '

•:*• . f t ,

^ ; :

'•<$ if
• # :

sav"

i
iiilaiiiilSii

ff-'WI pl^i^E^LSTATES^^G^RHSi^gjflAN^,' ,...

m, n
i ^



National Technical Information Service

Price: Printed Copv/Cgf l Microfiche



TOLL ENRICHING CONTRACTING

Uranium Enrichment Conference

February 13 & 14, 1975

Oak Ridge, Tennessee

F. 0. Christie - Director. Contract Division

Energy Research & Development Administration

Oak Ridge Operations

We have a panel available today to respond to questions many of you
may have involving the current status of the toll enriching con-
tracting program. But first I'd like to give a brief history of the
development of the program, the changes it has undergone, and its
current status.

As most of you know, the Government's program of making enriched
uranium available for private uses began in 1959 through a leasing
arrangement under which the lessee was required to pay a use-charge
at an established annual rate of interest, and was further respon-
sible to pay for any losses or burn-up of the enriched material. This
approach was necessary because there was no legal basis at the time
for private ownership.

Beginning in 1969, after private ownership was authorized, and con-
tinuing until 1973, persons holding material under lease were per-
mitted to acquire ownership of the material through an "In-situ"
arrangement under which lessees were required to furnish AEC a
specified quantity of uranium feed and also to pay for the separative
work effort involved in enriching the material held. This program was
suspended in 1973 and all materials held by nuclear power facilities,
which hadn't been converted to private ownership, were returned to AEC.

The toll enriching program; as we generally know it today, began in
January 1969, with the first contract being signed January 15, 1969,
with Commonwealth Edison. During this phase of our program we had
two basic types of contracts; the requirements and the firm quantity
contract.

- NOTICE -
This report was prepared as an account of work
sponsored hy Ihe UnilerJ Stales Government. Neither
the United States nor the United States Energy
Research and Development Administration, nor any of
their employees, nor any of their contractors,
subcontractors, or their employees, makes any
warranty, express or implied, or assumes any legal
liability or responsibility foi Ihe accuracy, completeness
or usefulness of any information, apparatus, product or
process disclosed, or represents that its use would not
infringe privately owned rights.



Under the requirements contract each customer is required to identify
a specific facility in which material is to be used and AEC agrees to
supply enricning services up to a designated ceiling amount.
Although there is an estimated quantity specified, the customer is
obligated to take only the material actually required.

Under the firm quantity contract each customer specifies the amount
Df enriching services required, either in terms of separative work
units or in quantity of enriched uranium at a given assay, and the
required delivery schedule. Under this arrangement the customer is
obligated to take delivery of the material.

In 1972, all toll enriching contracting was suspended to permit AEC
to develop a new type of contract referred to as the "long-term fixed-
commitment contract." The purpose in developing this contract was to
try to develop a more normal business-like contract with commitments
by both parties,and to modify the extremes if ris< taking represented
by the existing requirements and firm-quantity contracts. It was
felt that the primary risk was on AEC in thi requirements contract
since they had an obligation to supply mate-ial which the customer
wasn't obligated to take. On the other hard, the risk was more on
the customer in the firm quantity contract. In developing the new
contractual arrangement, AEC attempted to provid/? for those features
in each type of contract which might be nust advantageous to the
customer, to AEC, and to both jointly, and it's obvious tnat some of
these objectives vere conflicting. In this regard:

The customer is concerned first that he have lorg-term assurance of an
enriched fuel supply in view of his heavy capitcil investment in power
reactors. At the same time, he wants flexibility in making commit-
ments because of a number of uncertainties in the nuclear power
industry. These two objectives tend to conflict with each other.

On the other hand, ERDA considers it necessary to have long-term
commitments of services to be taken with maximum firmness as early as
possible so as to optimize operational and capacity planning, and to
assist in obtaining necessary funding for expansion, if required. At
the same time, it is considered desirable to minimize ERDA's role in
normal industrial options and to create a favorable atmosphere and
framework for ultimate private development of additional enriching
facilities. These two objectives tend to conflict with each other
and with the customer's objectives.

From a combined AEC and customer standpoint it is considered desirable
to:

1. Minimize overall cost,

2. Minimize surplus of enriched uranium, other than the desired
stockpile level, or surplus enrichment capacity over actual
requirements.

3. To contribute to the growth of nuclear power.



The long-term ff,.ed-commitment contract which was developed provided an
arrangement under which a customer can obtain toil enriching'services for
a period of 30 years, with 10 years of the period being firmed up at any
given time in regard to the commitment for separative work and the
delivery schedule. Among other features, the contract provides for
advance payments, based on the megawatt rating of the applicable reactor,
with the advance payment being spread over a three-year period. The con-
tract also provides for termination subject to payment of designated
termination charges.

In August of 1974, it became necessary for AEC to suspend further con-
tracting on a long-term basis since it had under contract, either on a
requirements or firm basis, a quantity of enriching services equal to the
level of electrical capacity it can support on a sustaining basis. This
level has been established as 320 thousand megawatts, assuming plutonium
recycle is not authorized. Additional foreign contracts were offered on
a conditional basis, which only become effective if plutonium recycle is
eventually authorized. In the latter event, the electrical capacity
which can be supported is estimated at about 354 thousand megawatts.

A very recent development, with which most of you are familiar, is ERDA's
decision to offer a one-time option for toll enriching customers to amend
their fixed-commitment contracts to provide for a delay in delivery of
enriched uranium and, therefore, a delay in payment for the material. The
delays in delivery requirements have resulted principally from reactor
deferrals due to reductions in demand growth and from various fiscal
constraints.

As you might suspect, to find an arrangement which can adequately
recognize the interests of all parties is difficult. The objectives of
the plan developed are three fold:

1. To provide some degree of relief to customers. Therefore, ̂ e provided
for delayed delivery of the material and for deferral of payment for
the material. At the same time we provided for interest on the
deferred payment to recognize tint the funds will not be available to
ERDA at the time projected in developing the price to be charged for
enriching services.

2. To maintain continuing support to the U. S. uranium producing
industry, and

3. To aid ERDA in building up a preproduction stockpile of enriched
uranium.

To facilicate the last two objectives it was considered necessary to
require timely delivery of feed by the customer.

Consistent with these objectives, the arrangement has three conditions:

1. That the customer continue to make the advance payments presently
provided for in the contract.

2. That he continue to make uranium feed deliveries to ERDA on the
original schedule, adjusted as appropriate.

3. That he pay annual interest during the deferred period at 7.5% on the
separative work value of the first core or reload covered by the con-
tract, with the value being based on that applicable on the originally
scheduled delivery date.



In addition to this deferral option, there are several other possibilities
available to customers who are faced with reactor delays:

1. Assignment of the contract to other parties, foreign or domestic.

2. Sale of the separative work units under contract in excess of their
requirements.

3. Termination of their contract in whole or in part.

4. To accept the deliveries and store the excess pending need.

The panel, including Pete Dayton, Chairman of the Uranium Enrichment
Services Contracting Board; J. C. Winkles, Deput"/ Chief Counsel, 0R0;
C. A. Keller, Acting Assistant Manager for Operations; and Joe Parks,
Branch Chief, Planning Division, is available to respond to questions
regarding the toll enriching program.
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What are the consequences to tne utility if it cannot obtain enough uranium to
meet the requirements due to th-2 tails as&ay change? •:;

In the first place we do have a force majeure provision in these contracts and
if it covered the failure to deliver the feed then you would not be liable for J
damages. Otherwise, it would be a breach of contract and the usual conse- ,j
quences for that. Yrj would have an obligation, you have already committed
yourself to deliver fe"d in accordance with changes in a tai1- ssay, so you '
would just have a failure to perform. <•

If the utility slips the initial core of withdrawal, will the reload feed j.

delivery dates slip accordingly? ;'•

No. '•'•

For units which have not submitted an Appendix A and B, is it possible to \

submit the appendices with zero requirements for the first firm period (date A :

through date B). :
You do have a commitment and it's not zero, it's tied to the size reactor.

Will ERDA allow deferral of submission of Appendix A and Appendix B until they
have completed all analysis of Mar. 17 deferral plans and its affect on ORGDP
operating plant?

To the best of my knowledge we don't plan to, we have, in a few cases, deferred
firming up Appendices until April 1, but certainly I don't think we would ?
defer this indefinitely until we come up with our own plans based on infcrma- ,;

tion we get.

Why did you grant delays to April 1?

Well, back at the time we receiveJ the first request it did not seem I'.udent

to require the customer to firm up an Appendix when he was contemplating
perhaps cancelling his reactor or delaying for two or three years, it just
didn't seem prudent to force him at that time to firm up the Appendix. That
was our reason. I
If the utility accepts the March 17 deferal option and the utility then has a
construction permit slip, can the utility get the full benefit of the con-
struction permit slip and its reload feed delivery and product withdrawal
schedules?

The short answer to that is that there would be no slip in the Appendix D feed
delivery schedule. Appendix D being the appendix that we will add to the i
contract by mutual agreement covering the continuing feed delivery schedule.
It would not be affected. '

No, the Appendix D feed delivery will be tied to the original feed schedule as ,
has already been explained. The estimated date for issuance of the construe- \
tion permit will be slipped by the same period as the period of slippage the j-
customer requests but it will not affect feed deliveries. In other words, j.
Appendix D will stay the same. ,

That would keep March 17... if there is not yet Appendix D and suddenly you >
see your CP slipping then you're not committed to what you were just saying. ,
Without Appendix D you can take advantage of CP slippage. March 17 I say that I
I want to take advantage but before we agree on Appendix D, I find out my CP f
can slip beautifully, I don't need you anymore, anything wrong with that?



No. this is an offer that ERDA has made. You don't have to accept it.

If you say yes and you say no later when it comes time to negotiate the terms?

Well, we obviously can't force you, we might could force you to a one day slip
and charge you 7.5% interest and make two or three hundred dollars for the one
day... but I don't think so.

If you had Appendix D would one be losing the flexibility of slipping the feed
in accordance with slippage in the construction permit issuance?

Yes, that is one of the contractual rights that the customer will be giving up
as partial consideration for granting the slippage. If the customer ask for
thi.; relief that's been offered, that is something he is giving up.

At the present time the utility industry has the following options with their
plants that have been deferred: (1) take enriched uranium on the present
schedule; (2) accept the offer of deferral proposal; (3) cancel the ERDA
contract. If the utilities decide with option three, that's cancelling the
contract, (its the only one they can finance), what changes would this make in
the operating plan?

If it's one reactor out of 400 I don't think we will have any change; it's a
degree. If we have many reactors cancelled, depending on the time period, if
it's in the time period'when we are feed poor in the mid 70s we would have to
drop our tails lower because we would have less raw material to feed our
plant. Also, you remember that the 350,000 megawatt sustaining level of our
plant that we're contracted to, we operate at .3 tails. If we have multiple
contracts cancelled, it would give us the opportunity to reevaluate what tails
we would continue to operate in the long term, something less than .3.

Will ERDA accept UF-6 early on the order of 1 to 2 years before enrichment is
necessary? If so, under what conditions?

I think we discussed that a little bit this morning and the answer was, well,
we'll take it under consideration. The conditions, we'd have to give some
consideration to those. We have offered the customer flexibility to ship in
feed whenever they have firmed up the quantities and assay of product that
they are going to take, because this governs the amount of feed that they have
to deliver. So this could well be one of the restrictions, that you'll have
to firm up the quantity and assay of the product that you want to take and
then we would accept your feed early, but it is one of the things that we
looked at and as I said earlier this morning, we do have some problems with it
but we realize you may have some problems and it probably will end up on some
middle ground.

Will ERDA store enriched UF-6? If so, under what conditions?

I think we will store enriched UF-6, probably the conditions would be that you
pay for the separative work, you would have to pay us a cylinder rental charge
and a nominal storage charge for the period of time that it was in storage.

If ERDA allows utilities to specify optimum tails assay, how early would this
optimum tails have to be specified?

I think Dave Thomas, this morning, made a comment that would probably have to
specify these at least a year ahead of the year that you would want to specify
the tails assay. This is again, is one that will take some thought and con-
sideration because I believe in the discussion this morning you could see that
this has to be factored into an operating plan which is rather complex and we



would have to look at what we could do... if it's one fellow it's one thing
but if it's a hundred people wanting to change thi:n it's something else We
have to have some sort of a lead time to be sure we have got ample feed and
that ties with our power and everything else that is involved.

Under what conditions may a fixed commitment enrichment contract be transfered
from one reactor to a reactor of a different size?

This would involve an assignment of the contract probably if it were to another
customer. This policy of assignment is still under consideration with regard
to some of its aspects. We have some criteria already established for assign-
ments. There is one area that this question is addressed to. How different
can the reactor with attendant requirement of the assignee, how different can
it be from that of the assignor? And I think consideration is being given to
some limited variation in size of reactors. We don't know the answer to that
one yet. Clearly, if the reactor is the same size, an assignment probably
could be approved by ERDA.

If the utility slips the initial core withdrawal, will the reload feed delivery
date slip accordingly?

The answer is no. That's the thing that I elaborated on to some extent a
minute ag:- Thats one of the things that the customer has given up. That's
part of the consideration for ERDA making this relief available.

We've got a lot of questions on termination, for some reason, and 1 prepared a
special slide for this and a chart. I'll make some of these available. They
may answer some of these questions. This explains the January 15 federal
register notice regarding termination. In the first column you can see the
extent of the termination, whether you're terminating a whole contract or just
part of a contract. The checkmarks indicate whither you have a construction
permit, and/or whether you have firmed up your arnendix. The termination
charge applicable whether you used the table, pi oentage charges or whether
it's merely advance payment, and then I've referenced the applicable paragraph
in the federal register notice. I think rather than get into some of these
particular questions, that this would answer most of these in regard to what
the applicable termination charges would be.

EXTENT OF
TERMINATION

CONSTRUCTION APPENDIX A
PERMIT FIRMED UP

TERMINATION
CHARGE

APPLICABLE
PARAGRAPH OF
1/15/75 FEDERAL
REGISTER NOTICE

1.

2.

3.

4.

5.

6.

7.

8.

WHOLE

WHOLE

WHOLE

WHOLE

PARTIAL

PARTIAL

PARTIAL

PARTIAL

V

V

V

V

V

V

V

V

ADVANCE PAYMENT(S)

ADVANCE PAYMENT(S)

ADVANCE PAYMENT(S)

TABLE IN FED. REG.

TABLE IN FED. REG.

TABLE IN FED. REG.

TABLE IN FED. RE<J.

TABLE IN FED. KEG.

1

1

1

4

3

3

3

4 i



What order will the modifications be negotiated after March 17, 1975?

We've thought about this but we haven't established any deadlines yet or in
what order we will take them. We, naturally, would have to take those in
front, in other words, those people who may want to defer FY-76 deliveries,
but we haven't established any order yet.

After March 17, what will determine the cutoif date for contract modification?

It's the size of our workload again, how many affirmative responses we get on
March 17 before we get into the negotiations.

If recycled uranium is not av ible and the utility requested a deferral,
would the recycled uranium ha e "o be delivered to the enrichment plant?

No. We restricted it only to the virgin material, natural material. I might
add though, if you had the material and wanted to get it back to us, we might
be willing to discuss it with you.

Can downpayment be defered while a utility decides what to do about enrichment
service deferral or contract cancellaLion?

There has been no provision for any such deferral. The contract provides for
the second and third installments of the advanced payment to be paid on the
anniversary date of the contract and that is still a requirement.

Why doe; ERDA charge the higher price for enriching services when our uranium
was actually enriched at the time UF-6 feed was delivered? In other words,
they deliver the feed earlier and they don't get the uranium until later, why
do they have to pay the enriching service charge in effect at the time the
product was delivered?

7t's always been that way. The product being delivered today, for example, if
deliveries are being made, may have been actually produced a year ago. There's
no change here at all. There's no commitment by ERDA to deliver product
relatt?d to the specific feed material. We call it tole enriching, but it's
not recliy true tole enriching, with regard to that aspect.

Will interest be computed to actual delivery date, beginning of fiscal year,
midc'Ie of fiscal year, or end of fiscal year?

It will be from the middle of fiscal year if your contract is on a fiscal year
basis. Your initial core or reload which of course are on fiscal year, but
for those that have split fiscal years, with their initial cores we will start
with the mid-points of the two time frames of the two fiscal years covered.
In other words, if you had a June 1 date A, for instance and you cross over
fiscal years, you would compute from June 15 on those quantities that would
have been delivered before the end of the fiscal year and then from the mid-
point of the next 335 days.

Do you understand? No. Let's take th" situation where you have deli\3ry
scheduled date A is July 1 and now you've slipped date A for three full years.
It would be calculated to the actual date of delivery which let's say you
actually take delivery down in September or would i*.: be to the revised date?
That's one question, core 1. The reloads you have a fiscal year. Reload
only, no first core, you've scheduled delivery in fiscal 79, you compute
interest from midpoint in fiscal 79 to actual takedown of the reload SWUs?
Would that be it? From the mid-point... to the actual date the SWUs are taken
down? Yes. Not fiscal, the mid-fiscal year? No, the SWUs are not taken down
yet. The SWUs are scheduled for delivery in fiscal 79, that's the present
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schedule. You actually take the SWUs in say June of 1982 which will be fiscal
82, what is the interest calculation? Is it to June 1982 or is it to the
midpoint of fiscal 82? From the mid-point until you actually pick up. OK.
That's my key question, the actual date of takadown? Right.

What are the conditions under which a cu;,Louer can be terminated in lieu of
committing to UEA?

Several utilities have raised this question and of course you know under the
contract we have the unilateral right to terminate you in favor of a private
enricher and of course this was contemplated at first to be based on the LIFO
method, last in first out contracting but we can upon request (and I guess
it's our intentions to) terminate you in favor of private enrichment outside
of the LIFO basis. The only condition I think that we would have to have would
be a firm commitment with the private enricher, in which case at that time we
would return advanced payments, but as I say it would have to be a firm
commilment, i.e., a contract signed by both parties. A letter of intent, or
options to negotiate, are not sufficient. Right now we don't see anybody
that's ready to sign a contract.

We will deviate from LIFO if a customer wants to be terminated to go to, for
example, UEA.

li you opted for the deferral scheme could you still terminate later for a
'private enricher?

Yes.

In any fiscal year can 50% of the separative work be requested at the beginning
of the fiscal and the other 50% at the end of the fiscal year?

I don't see any reason why not.

I'm sure a lot of people's contracts cover a span that goes past 1983 in your
supplies and it gets a little bit confusing to me as to exactly what happens
if you do elect to delay and what happens to the feed schedule for the years
past 1983. For example, it was mentioned, one thing you do when you delay is
you waive the right to tie your reload deliveries, you delay them when you
delay your construction permit. But yet, if we get into a situation where
almost everybody has a contract that goes out through the 80s, what happens in
this sense. Are we supposed to be tied to more deliveries through 83. Can
someone explain that a little better?

Let me correct one implication of what you said. We were talking about feed
deliveries not being affected by delay and issuances of your construction
permit, but reload deliveries could be. That was our difference here. Yes,
that was the confusion that we had earlier, that discreet point.

OK, So then if a person has a contract that spans that particular fiscal year
83, and he elects to take a one year delay, and he delays everything one year,
he is only required to deliver the feed on the original schedule through
Sept. 30, X983. OK, and the second question w ; with regard to the payment at
the rate in effect when you take acceptance. There is a slight difference in
a previous case as you have been mentioning, you have your own feed, you have
your own stockpile, etc., in this case you will be taking utilities feed,
charging them 7.5% rate of interest on the use of that feed, and then charging
them again a rate in effect when they accept that feed.

There might be some logic to your point. The Commission had a wide range of
relief points that could have been given in this situation. It could have
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denied any relief and just required people to perform their contracts or it
could have gone all the way and just let everybody off the hook. It adopted
an intermediate approach and as Frank Christie said earlier, tried to achieve
some kind of balance which will protect.the interest of the government and
also alleviate some of the problems of the customers. And so some of these
things were not very logical, but they were based on operational considera-
tions, and budget considerations and so there's really not much point in
asking why the Commission didn't do this or didn't do that in the way of
granting further relief. It considered many ways of granting relief and came
out with the package that has been offered.

I think if the customer signs a modification to the contract which would in
fact constitute agreement upon a new schedule, then both parties would be
bound by it unless by mutual agreement they changed it again.

We'd have to recognize that possibility, yes.

With regard to the fixed commitment contracts, there's a requirement that the
reloads be at least twice in quantity that of the first core requirement.
This restricts the flexibility in transferring or assignment of SWUs from a
holder of a contract with a submitted Appendix A to one who has yet to submit
th"ir Appendix A. Would the Commission consider relieving the person who has
not submitted his Appendix A from twice the first quantity?

We've relaxed the criteria of twice the initial core to be the actual estimated
requirements of the reactor, which may be less than 2 to 1, due to the type of
reactor, planned mode of operation, etc) However, the amount of enriching
services required to be taken cannot be.reduced below the "2 to 1" ratio
because of the availability of SWU's from a source outside the contract.

But, will you take credit for, can one who is then submitting Appendix A take
credit for assignment.

First of all, I'd like to know what is the 7.5% interest charge arrived at?
How is that arrived at? What is it based on?

I don't think I can really answer that and say what it is really based on
other than it being an approximation of what the Federal interest rate is
today. But this is not tied in to any Specific index or any current rate of
treasury bills or anything ej..-ie but I think they anticipated this to be some-
what the rate in the very near future of approximate aiuount.

OK, then the period of delay on which we're charged this rate, is that based
on delay of your date A in your Appendix?

If you slip your data A 6 months, is your delivery delayed, a six month delay?

Is this the same question you raised awhile ago? Yes, similar question.

Let me make a stab at that one. It does get back to Walt's point except Walt
was talking about the ending of the interest charge. As I understand it,
since you really don't know in most of these cases, when the separative work
would be drawn down between date A and date B, it has been decided that we
would take the midpoint and it would be measured from there.

That's what 1 was trying to talk to before, when you have crossed over two
fiscal years you have two midpoints. Dites that answer your question. It's
rather arbitrary, but it seems fair to both parties.

12



My question was on the timing to the written answer of a previous question
about"assignment, about transfering assignment rights and will that written
answer be available prior to the March 17 date?* That was the question on
whether or not once the contract holder had indicated a wish to renegoiate
Appendix A arid assigned a contract whether the assignee also would receive
that right to renegotiate the Appendix A.

I think the second part of his question, we can answer. If an assignment is
approved by ERDA and actually goes into effect prior to March 17, the assignee
could qualify. He could come in and accept the offer of relief. He stands in
the shoes of the assignor.

How soon could we expect some definition on the policy regarding the applicable
size, i.e., is 1200 the same as 1000 asuming the prepayment remain the same
and Appendix A remains the same. It's the same question and it's very keyed
to when can we expect a resolution?

I'm not real sure how the changes in the transaction tails assay is going to
effect this. 1 understand that you'd make the feed delivery on the schedule,
your original schedule based on the original transaction tails assay but if
there's a change later on, I'm not real sure how that is taken into account.
A change between the time you make your original feed delivery and when you
pick up your enriched uranium.

Well, you see, most of these contracts run for a long time, thirty years as a
matter of fact, and there might be any number of changes in the standard table
of enriching services. Specifically changes in the tails assay may occur over
that period of time. And once we modify the contract to reflect your desire
for slippage, then the contract will continue to he in affect and the require-
ment for amending the appendices in the event of a change in the tails assay
will continue right along for the remaining term of the contract. That's the
way it will work.

If we have already delivered our material for our first core feed and in
between when we deliver it and when we pick up the enriched product, the
transaction tails assay changes? When are we required, if ever, to deliver
the additional feed...

I see your question. The feed that you have delivered, in accordance with
Appendix D will be credited against the feed required for the product that
you'll be taking later. If the credit is not large enough, then you'll have
to deliver additional feed in accordance with the advanced scheduling and
requirements of the contract and that will take into account any changes in
the tails assay that might have occurred in the interim.

Yes. That's right. If that's it then that would remove one of ovir problems,
but, as far as we know now, someone would come in and let's say request some-
thing in. a high tails assay, let's say .A, he's got a lot of feed or something
so he wants to produce a lot of product. It might not be too keen about
getting stuff back at .2... well, but again until a few years ago we couldn't
even near return .3 to you, so, but people don't seem to want the material now
but this could get us into problems and this is why we want an expression of
interest as to whether this would continue to he a problem in the future or
not, but if it does and people would want this, then we would have to consider
modes of operation and ways that we could operate so that we could return
material at exactly that assay.

*
One of the conditions for assignment is that reactor needs must match up.
Therefore, the assignor would be required to delay his schedule under
January 15 deferral plan before an assignment could be approved.
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That's why we wait for the 1980s. We want to get over that period in which
we're doing all this preproducing. When we get out there and things are
settled down OK, fine. Now we can't go into this added complication in our
operation. It could complicate things but it has been talked over such a long
time, we would like to offer if it would be of interest to people.

I think I remember reading back in the literature of some time ago, that this
was way back a few years, where you people always said that it was desired to
run the plant at the optimum tails and we don't hear anything about this
anymore. Could you comment on that?

The question on optimum tails... is one reason that if you people feel that
the optimum is different for your own operation, variable tails is a way of
trying to get a handle on it from the way you see it. The other is that the
Commission made a decision to sign up a number of contracts up to 350,000 MW
and that just pushed out, as I mentioned earlier, an output of the tails assay
for us to be contractual obligated to supplying that material for those
reactors. From the standpoint of optimum, you take a look at the cost of
separative work and the cost of feed, regardless what that turns out to be, we
have 350 megawatts that we've got to supply. So as your feed changes and as
your separative work costs change, there's nothing we can do to reoptimize
your system, we just committed our entire facilities. Now when you go to a
new plant, there is a possibility of optimum. I think you can talk to UEA on
what their thinking is with respect to that and have a chance of signing up
and trying to go to the optimum. I think you'll find as you look out in the
future, the uncertainty of the feed cost with time have enough results to take
care of a long period of any enriching plant to be so large that we possibly
could not get a true optimum state for the life of an enriching plant, it'll
change. Once you build the plant you're on your way. So you are governed by
what you sign up and what you have to supply as we are with our existing
slants.

You mean the AIJC, or ERDA? You mean if we buy the feed for the plant?
Unfortunately we are in the enriching service business at the present time,
from your standpoint. Maybe.

Oh, the contracts are the capacity factor of the power plants? The customers
are around 75% capacity factor. (Except that the requirement contracts we
just talk to the. utilities and get a good number for that is why the uncer-
tainties in planning the program began about one-third of the requirements
contracts they can change in their tails assay stuff another reason we can't
close the cycle. There's a number of reasons, that's just another one of
them. But we do use whatever is in the firm contract, to that extent.

In the fixed-commitment contracts, the capacity factor is about just 75% of
that. Let me go back to that just one more time. That 9 million SWUs example,
was only a way of satisfying those three criteria that I put up there. There
can be other ways of doing it. Again I'm just trying to open up the discussion
to show one possible way of doing this. There are many ways that this can be
accomplished.

I had a question concerning che specifications on UF-6 feed. We've talked a
lot about the importance of feed and what it's going to do to the throughput,
do you have any plans to change feed specifications and if so, when and what
specifically are you going to change?

I know of no thinking on the change at this time.

We had been looking at revising the UF-6 specifications. We're expecting to
have a draft of those about the end of this month. They're not as drastic as
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people might expect them to be. We have talked to the people as long ago as
last July on it. They've been thinking along pretty much the same lines on
specifications that they were working on on UF-6. But these will probably
come out with a series of backup discussions on where we have changed and why
we've changed. We've combined some things in this. Changes are more apparent
than real I may say of what we're proposing.

I have a question about, if the utility exercises the deferal option and
elects to delay on the initial core, does the 7.5% carrying charge apply on
the full price at the time of withdrawal or on the full price less the prepay-
ment?

It's the total separative work value of the first core, is what it is. Do not
deduct from that the advance payment. Does that answer your question?

Unfortunately, yes.

I just wanted a comment on the assignment of long term fixed commitment
contracts to new buyers who might currently have conditional contracts. There
is some question as to what criteria have yet to be established to do this and
I think one point has to be made that enough criteria has been established for
these things to be effected already, internationally and also inside the
United States. But the one question that seems to be left unanswered here
this afternoon was what happens if the megawatts are different? If company A
has a 1300 megawatt plant and company B is willing to take that over, the
contract for that other plant, but he only has an 1100 megawatt plant, and the
answer that J. C. Winkles gave was, well, we're just going to have to take a
look at the legislative history. Legislative history is pretty clear on the
point. George Quinn must have made the statement 15 times in front of the
joint committee on atomic energy, that by gosh, he was going to make the
industry grow up with this new fixed commitment contract. And he was going to
put the planning where the planning should be and the decisions where the
decisions should be and the responsibility where that should be, and everybody
bit the bullet, to use a current phrase, and did it. They signed their con-
tracts. There was going to be no restrictions on what they could do with the
material, that was one of the beauties of it. So the legislative history is
pretty clear, and if somebody has a 1100 megawatt plant and he's willing to
take over 1300 megawatts of SWUs, he's going to do it and there's going to be
one hell of a fight if somebody says he can't.

I have two questions regarding partial termination. I'd like to here some
comment on what is the rational for charging someone an excessively high
termination cost under the partial termination situation. When he has no
construction permit and no Appendix A. Whereas if he has a full termination
he only forfeits his prepayment. There's a magnitude of order of difference
in the cost. That's part one. Part two, for partial termination with no
Appendix A established, under what basis will the amount of SWUs times the
cancellation percentages be derived? It seems to me that one is really sticky.

I don't think we have time to get into the rationale for the differences in
the termination charges between a partial termination and the case that he put
in a termination in its entirety. The chart that was shown on the slide, and
I think there's still some copies available back here for any one that wants
them, show in effect what the Federal Register notice on termination provides
for. It may not be possible to give a good rationale for these results that
are reached here. I think I would concede that. But that is the Federal
Register notice and it is our policy on termination in whole or in part in
these different situations. And I suppose the Federal Register notice would
have to be changed and ERDA would have to change its policies to get any
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different result than we have reflected on that chart. There are rationales
for the results that are reached there. You could develop rationales for
different results. But the decision has been made and I don't know if it will
do any good to talk about different rationales or not. I'm not sure that
fully answers the question but that's the way it is.

What happens in the case of a partial termination where you have to go to the
table and you have not yet firmed up appendices or therefore SW numbers?

In that case we would have to negotiate and agree on some numbers by using
some model plant information.

In discussing that point with an attorney, not ours, the comment was made that
this then begins to look like something which one could call liquidated damages
in negotiating in termination of fee as opposed to something which is clearly
stated, and the legal comments I have gotten is that this thing could make a
very interesting court battle and it's kind of messy as it stands. It is a
negotiated payment which may or may not have the smell of liquidated damages.

We may get into a lot of legal questions in resolving all the problems that we
have in connection with this situation with regard to the termination and the
assessment of termination charges. There are arguments that can be made.
That is one of them. I would not care to venture an opinion on that at this
time.

Would improved quality of UF-6 allow the diffusion plants to operate at a
higher throughput rate or add an economic advantage which could be translated
into a lower enriching charge to the customer who provided a higher quality
feed?

That sounds like somebody is asking us to tighten up on specs and that's when
we usually run into a real fight. I think we've gone about as far as we can
on this; I don't see how any further improvement on UF-6 which is a pretty
good product now, I think everybody will agree, would in any way affect the
economics or increase the throughput so I'd say the answer to this is no.

Do you have any plans to change the UF-6 feed specifications? If so, what are
the specific changes are you considering and when would you plan to announce
any such changes? As a converter we have a Particular interest in regard to
future conversion capacity and the design for barometers which seem to be
incorporated.

As I mentioned yesterday, we have been working on UF-6 specs. We hope to have
some things put together by the end of this month. They will go out for
comment. The changes, as far as people producing from natural material is not
very significant. I don't believe that they will affect anybody to any major
extent. We changed the temperature which you measure; you got three different
temperature pressure conditions on the cylinder. We've changed the one on
boron which doesn't give anybody any problem anyway. The main impact I guess
would be on taking out some of the transuranics and would occur and affect
people who are entering the reprocessing field; it would make it necessary for
them to perhaps install another step in their process. We feel that we have
developed and will make available the technology to pass the UF-6 through
various fluoride beds to strip out some of these things. What we're trying to
do in the specifications at this time is to bring them up to date, eliminate
some things that have not created a problem and look down the road a little
bit on the problems of reprocessed material, particularly in the transuranics,
and people will get a chance to look at these and we expect to get some comments
back. In putting these out, we plan to have with them, the rationale for any
changes that we are proposing to make.
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The third question that I have is part of the announced program to allow the
deferral of enriched UF-6 deliveries. It was clearly stated that UF-6 feed
was to be delivered in accordance with the original Appendix A of the enriching
contracts. This will assume a supply of UF-6 to maintain production at the
enriching facilities if UF-6 feed deliveries are needed with ERDA accepting
earlier than scheduled UF-6 shipments for customers with enriching contracts
if the customer is willing to make such deliveries. This would provide ERDA
with additional feed to use at no cost other than expected and help levelize
the flow into the diffusion plants. From our point of view as a converter,
what would be needed to implement such a program, would be to assure the
prompt recycling of UF-6 cylinders?

That was a rather long question; I think I talked of this the other day,
yesterday. The matter of accepting feed very much in advance of when it would
necessarily be delivered under the schedule is under consideration, I think we
want to look at it to perhaps set some restrictions under the conditions on
which we would do it. We have always been mindful of the desire of the con-
verter to get his cylinders back and we are not going to commit ourselves to
take any quantity of cylinders of feed that would result in our having a delay
and then have him on our back. So we're going to try to set the thing up so
we can keep a flow and one of the things that we are trying to schedule out
and giving ourselves some flexibilities on these delays is to gpt some flexi-
bilities on the feed scheduling to get away from some of the ups and downs
both for us and it could possible help the converter. I think, before we
would want to take somebody's feed far in advance, we would want to get some
feeling as to the quantities and assays of product that he had expected to
take from that feed because that would set the quantities of feed that would
have to be delivered.

Currently, only 20% of the natural UF-6 feed delivered are made to Paducah
with 40% to each Oak Ridge and Portsmouth. We understand that this ratio
reflects the fact that UF-6 produced from the ERDA stockpile is all available
at Paducah in the future after the conversion of the stockpile is complete do
you expect to increase the percentage of natural feed to Paducah? If so, when
will such increase occur and to what percentage?

All I can say is yes, the amount that goes to Paducah will increase because we
will not be converting our own material and have it available for feed to
Paducah. I don't know exactly at this point what the percentage will turn out
to be. I would guess that probably 30 to 40% of the total feed coming in
would go to Pf.Jucah witL the remainder being split between Oak Ridge and
Portsmouth. And I am talking now of total deliveries to the Cascades. So, it
would be something like doubling or more the amount that you're sending to
Paducah at the moment. When will this happen? Probably within the next year
and a half I would say that this change, you'll begin to see it. Do the
authors of these questions feel that I've answered them satisfactorily. If
not.. .

...The only thing that is of interest to me and that is I think everybody is
interested in lowering the price of nuclear industry. My comments in refer-
ence to the feed, is that if... what we need from the conversion viewpoint, is
some indication of what feed specifications are going to be. If you really
don't need as tight a feed specifications as you presently have, it certainly
would make the capitol investment for new conversion facilities lower. If, on
the otherhand, you are going to need more rigid specifications, we need to
know that at the earliest date. And, conversely, if you are already getting
material, which is from some converters, that is rich enough or purer enough
till you can get a greater throughput, then that should result in some rebate
to the customer. Specifications should have some impact. And what are they.
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Well, we've tried to make our specifications realibfic. I don't think what
we're proposing in the end, as far as natural feed, is going to be any tighten-
ing of the specification. The people who will be most affected by them will
be the reprocessers and will affect the transuranics and some of the things
that give us problems in the Cascades. I think you know generally what those
things are that would have to be stripped out, and we have worked for a number
of years, Carbide has developed technology to process the UF through various
kinds of beds and .material that strip this undesirable material out. We
always try to take only specification grade material. We have, on occasion,
accepted something that did not meet specifications, but somebody paid the
penalty when we did. I would say that i vast majority of our feed, I'd say
well over 99+%... meets specifications today. We very seldom have to reject
anything for not meeting current specs. Some of the things that we're doing,
J. B., is regrouping some of the specifications, they were kinda duplicated,
lumping them together. Some of the things that aren't really major items in
feed, we never see them in UF-6. You have got to remember that the specs that
we put together, the ones we've been operating on in all these years, were
specifications that we wrote based on past experience with natural feed, with
recycled stuff coming back from production reactors and everything like that.
We put a lot of effort on the analysis, what happens in the Cascade as feed
goes in, where things end up over the past few years and we still think
basically our specifications are sound for the long term. I think as far as
the present, converters are concerned, it is not going to impose any problem.

I just wanted to elaborate on something that was briefly touched on yesterday.
That is this business'of long term storage. It is not our intention to get
into this long term storage business but if the customer can certify to us
that he can't use the material and there is no commercial storage available,
we would enter iato such an agreement. Either party would have the right to
terminate this agreement and ERDA would terminate this agreement on the avail-
ability of commercial storage. Our charges for this would be the greater <jf
full cost recovery or if there is a going commercial rate. If we have cylin-
ders available we would rent these cylinders and I think the current charge is
$14 per week for the 10 and 14 ton cylinders.

In our questions and answers, page 3, it says that any slippage in construction
permit thereafter will be a basis for slippage of reload separative work. Is
this consistant with what we said yesterday that no further delays would be
allowed in the feed withdrawal under the modification option? With further
slippage in the separative work, the feed still remains on the original
schedule. The withdrawals though could still be allowed to slip with the
option that you already have in your contract with respect to the delay in
construction permit issuance.

If one would request an 18 month delay in the date A and B, what would happen
to the reloads because that's not an even number as far as fiscal year? How
would this be treated? Would it be a two fiscal year slip, one fiscal year
slip, obviously you can't have a year and a half fiscal slip?

This is something that would get down to some good negotiations. There are
rules of thumb that you can follow. For example, looking at when a reactor
starts up. How many quarters before startup do you take initial core? How
many quarters after is the first reload due? And that depends on the type of
the reactor and the cycle. And on those that have Appendices, they have
already given us some supporting information that allows you to a certain
extent to determine when in a year that first reload will be taken and we
would start from that point. It could be a one year slip and it might be two.
We try to be reasonable with it. We try to schedule the first reload when it
actually would occur with the revised commercial operation date.
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This has to do with the cancellation of contracts in the event there is a
private enrichment contract entered into and the statement was made that a
mere letter of intent would not be adequate justification on which to termi-
nate. Do we presume from that, that a more definitive and firm obligation,
something more firm than a letter of intent, when submitted, would be accepted
by you and that that would result in the total termination of that contract,
the return of all advance payments made and escape from all obligations
previously existing? Ana it's merely a matter of how firm that undertaking
is, that's the only thing that would hold it?

Before we return advance payments we want to be certain that there is a bona
fide contractual relationship existing between the customer and UEA or at
least they are about to enter into one if we cancel in accordance with the
contract provisions for that purpose. As was pointed out yesterday, the
customer does not have that right of cancellation. That's the right of the
government. However, if the customer comes in and requests that the govern-
ment exercise its right of cancellation for this purpose, our policy as stated
yesterday, would be to go along with it but we would want to be certain before
we return the money that there was, in fact, going to be a contract. Now, if
you talk about a letter of intent or any other type of preliminary arrangement,
it gees to be a question of degree. There are different kinds of letters of
intant. I don't think we should get hung up on the nomenclature of the agree-
ment. Oi r objective would be to be certain that there was going to be an
arrangement.

And thereupon the advance payments etc., would be returned forthwith?

They would be returned to the customer.

I guess this one is for Charlie Keller to respond to, comment on. I understand
the ASTM is reviewing specifications for recycling uranium, and I really am
addressing to the transuranium parts per million number, when this thing is
all resolved and there is a new specification, are there reprocessers with
their plants built and being built and your plant, are they going to be in the
same ball park so that one can meet the other one?

We're hoping that this will be the case. We realize that the plants are in
construction now and I know that they will have to make some changes probably
in their hex end of the plant to utilize these beds. One of the people that's
talked to me already is a little bit unhappy about the situation because the
beds are poisoned by fluoride, by fluorine, so that you can't take the stream
as it's produced, which contains an excess of fluorine, and run it through one
of these beds before you go to the cold trap v;ith the UF-6. It will probably
mean that they will have to trap the UF-6 to eliminate the excess fluorine and
then revaporize, run it through the trap to strip out these undesirables and
then recondense it to fill a cylinder. Of course, this is an extra step that
they are going to have to some how or tht other provide. Naturally, the
pressure is on. Everybody wants the government to put these things into our
facilities and clean it up. You know, put it between our feed point and the
cascade. But we don't feel that this is our responsibility, to do somebody
else's dirty work and be saddled with the installation and operating and
maintainance cost for this kind of an operation. So, I'm sure we are going to
get some flak on this score.

Let's carry on this termination in favor of the new supplier. Would this
also, as well as refunding the advanced payment, would this also allow return
of any feed materials delivered through the commission under the deferral
policy? Would such feed be returned to the customer?
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Walt, I don't know if I have paticipated in any discussion on that point. It
would seem that it should be or at least the portion not credited. I'll take
that back, the feed material should not be returned, but perhaps in lieu of
that, the credit be transfered. Does any one else on the panel have anything
to add to that?

I think this one brings up another good point that relates back to this idea
of our accepting feed in advance, for example. Another reason why we wouldn't
want to take feed from somebody a couple of years in advance because when that
moves in our plant, we're going to use it. We're not going to sit on it
because the converter wants his cylinders back. We could end up that we'd use
some fellow's feed and then he decided to cancel his contract and go someplace
else and he would want his feed, all these little things that keep cropping up
make me real leery about taking anything in advance.

Would it be possible though, I'm aware that you are not storing feed as such,
but wouldn't it be possible to divert material coming from another utility as
natural feed and return it to the guy who has terminated because it's just
going to go into preproduction anyway?

Well I think we need to defer an answer to that but Pete does have a note of
this, we will get an answer to it. It's a good question and I don't think
we're prepared right now to answer it but we will have an answer in the data
that goes out.

Well, Frank, I might add that the contract presently speaks to left over feed
in the event of termination and I don't recall the specific words* but this
matter is addressed and does contemplate that the feed might be returned to
the customer. However, in a situation like Walt described it would seem more
appropriate just to transfer the credit. That's not the only alternative
but... This would be one of these things I think that would be worked out in
the course of negotiations.

It seems like a rather obvious answer but I don't really believe we are
prepared to give a definitive answer, however, we will have one in the results
of this.

The other members of the panel say that that question hasn't been raised yet
and the answer looks obvious but let us be a little more positive before you
accept what I said and what the others said here. We will include though an
answer to that; it's a good question.

Could you also include, on the subject of partial termination, partial termina-
tion in favor of the private enricher, from two points of view. I brought
this up yesterday but I was told that there was not an answer at this time,
but I would like to ask that you provide the answer when you send the summary
or whatever it is that you will use to supply the answers.** There are two
scenarios where it's important. One is because the private enricher will
simply not be on line when people need it and therefore they simply cannot

Section 4 of Article IX provides that unless otherwise agreed, the feed
material delivered by the customer or uranium equal in value shall be
returi.ed to the customer at the customer's expense. Of course the parties
could mutually agree upon some other disposition.

**
Current policy is that ERDA would terminate the entire contract, or the
remaining portion thereof, in favor of a private enricher, not piecemeal.
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make a whole termination and the second situation would be where somebody is
trying to optimize a situation that was referred to I think yesterday by
Mr. Christie, maybe, or maybe not. A situation where you want to optimize the
situation with respect to tails and therefore you might want to have a parallel
partial termination as opposed to a serial of one between the commission and
the private enricher and none of these I understand are answerable at this
t ime.

Does your offer to defer shipments of enriched product also include an offer
to advance shipments?

Advance them in what way?

Advance them from the Appendix dates that are presently are in your contracts.

Yes, if it were in our interest we probably would agree to do it. If somebody
wants to move something ahead we meet him with open arms.

You will meet him with open arms?

We have been, let's put :t that way.

That's not a part of the offer, but, if it meant earlier revenues, of course
we would talk about it.

So you'll look at it as it arises and make that decision then?

On an individual case basis rather than a policy per se. Right.

This opens up a whole situation where one could possibly withdraw ahead of any
significant price increase or tails increase and beat the game. I'm just
wondering whether this is what is possibly being considered. And what would
the attitude of ERDA be on this, because, it is immediate revenue but on the
other hand if the price doubles and the guy takes it down two years ahead of
me, will this be allowed?

This is the part of the thing that we always look at, is the need, if the guy
has a need and we also evaluate it as to whether he's trying to beat a price
change. I mean we just don't do this sort of thing blindly. I was assuming
that this fellow was getting lucky and his plant came on ahead of time or
something like that or for some reason the fabricater wanted to move the
schedule ahead or something like that, we would be willing to talk about that
and sometimes we would agree to move it ahead. Say, he was going to take it
in September and you know there is going to be a price change say the first of
July, we say OK, you can take it in May but you'd have to pay the price that
you would have paid if you had taken it in September.

I might comment on that. We have people right now that might actually have a
need say in July. If they can give a 180 day notice and take it in June, they
get the 2% rate. But since price increases are announced 60 days you have to
have your notice in sometime before that and you're taking a real risk.

This question was asked and answered yesterday but I'm not sure it was answered
in the time where the answer was going to be a written response. I want to be
sure this one is written down when it comes back with all your questions. If
the utility opts to take advantage of your delay clause, before the 17th, I
think it is, what are his obligations about whether he has to delay? I mean,
is he obliged then to delay some minimum amount of time, like a day, I guess
you said yesterday, I'd just like l:o have the answer written down exactly what
his obligations are if he gives you yes on a letter that goes to you before
the cutoff time.
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Well, as the answer was yesterday, there's hardly any way we can force you to
delay. I guess we could a day like you say but we... that's the answer then.
If you say yes ar.d then you change your mind before we get the modification
accomplished then, well, that's that.

There was a question raised last night, somebody said that, suppose they
elected on the 17th to delay and then following that they assigned. Would the
person to whom it was assigned, bive to honor the delay?

Yes, the assignee would have to stand in the assignor's shoes in that case and
he would be committed by the decision of the assignor who told us on the 17th
of March that he did want a delay. We're hoping that people will act in good
faith on this. As Pete said yesterday, all a customer has to tell us on
March 17 is that he wants to accept the relief that has been offered. And
then of course, negotiations will follow that. We have not required that an
customer, as of that date, tell us how much relief he wants, but we're not
looking for any shenanagans on that and we're hoping that people will be
sincere in what, they tell us.

In regard to another question yesterday, along the same line, we have talked a
little bit about setting dates such as we had during the one time transition
period for negotiating these modifications for delayed schedules. Something
like everybody whose date A is prior to July 1, of 1979 or 1980 or something
like this would have an earlier date for negotiating modifications. We'd
start with those people.

How much longer after March 17 does a customer have to indicate how much delay
he requires?

I think I just answered that, didn't I? We actually haven't set anything yet
but we have talked about the possibility of establishing dates such as we had
during the one time transition contracting period last year, where we would
negotiate those delays for those people who had a date A say prior to July 1,
1978 or 1979 or 1980 or something like this, break it down into meeds.

It might be a matter of months then?

Yes, that's correct. Obviously we can't negotiate with everybody at the same
time.

What would be the effect of a six month delay in the application of the .275
tails, in order that ERDA could look at the deferral problem and look at the
unplanned inventory stockpile that's going to buildup because of the utility
problems. What is the effect of something like that? Is there a magnitude?

Right, we haven't calculated that yet.

I think this would be something that would be of great interest to the utility
audience, as to the impact of let's say a six month delay to .275 so that the
thinking regarding the stockpile could be evaluated looking at the deferral
positions.

Right. I think as you mentioned there there is more than simple impact of the
.275 delay to take into account here. We need an indication on the deferrals
as well as you know the wl.̂ le situation would have to be reevaluated.

Pete, I don't mean to beat a dead horse and keep hammering away at a tough
area for you but have you got any feel for what kind of schedule you might be
working on after March 17. You know just a real rough off the top of your
head ... you know, it's a six month program or it's a two year program. I
think that's what we're trying to ge; a handle on.
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I ttdnk we'll come up with that three or four days after the 17th, Mike, but I
just don't know. It depends on the affirmative responses that we get. We
might have 20, we might have 120.

Would you all like to give a show of hands so we can answer that?

And we won't commit you if you won't commit us. I'm sorry, we really don't
have an answer until we see the workload involved in that. But we will be
expediting it as soon as we do get it. We're anxious to get them negotiated
and wrapped up.
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