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ATOMIC ENERGY COMMISSION |
WASHINGTON 25, D. <,

Japmary 18, 1963

Dear Senator Fagiore:

|
Tranemitted berewlth 1# & copy of the report ol goverrment
angiptance it the atomie energy progranm pmparéd pursuant to
the request in Mr. Holifield's letter of Februsry 28, 1962.
An iritial draff of this report wes submitied Mr. Holifield
by letter dated May 15, 1962. Bubsequent to t date, the
ceognizant avdit staff of the General Aocount Office haa
reviowed the report and several meetings bave bBeen held smong
representatives of ARC, GAQ aend the Joini ttee staff to
disrues the conmtente of the report. Appropriate changes bave
besn made and this report can be goneidered i'iriml.

Govermment assistance, s discussed in this crt 1s pro-
vidsd 88 B part of the totel AEC program pursuant to the
Atople Energy Act for the development, use and |control of
atomle erargy so az to Make the meximumm contribution to

ths common defenge apd security, promote world pesce, im-
prova tha pganeral welfare, ineresse the standzard of living

‘ and strengther free competiticn in private ertarprise. Funde

appropriated through Juoe 30, 1063 to the Atomle Energy
L Coamiasion and its predecesscr agansiss totml $33 biliicn.

A olgnificant agpect of goverument asglstmnce the atomie
energy program ralates to sivilian nusiear power. For this
resson this report is somewhat related to cur recant report
t0 the Prasgliapt on civilian nuclenr power confeining Sie-
J cuselons of the need for nuclear power, the deyelopmentsl
1 rola of the Federal Govermment, the prosent tus of the
. program, technical comsiderations, cbjectives for the future,
' N and legal, finaneisal and adminiatrative anat pertaining
to the devalopmant of nuelaar powar.
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Senstore Pastore . a2 . Januery 18, 1963

¥Vhile every effort hag besn made o meke this ﬂapurt on
goverament asgistance objective and responsive (Lo the
requast of Mr. Holifield, 1t should ba reco d that
a study of this nature involves many Judgment T
and that scme of these julgwente, aszumptions eBtl.
mAtas are aublect to wide differences Of Oplnion.

Bincerely,

Honorable John 4. Pastore
Cheirman, Joint Commitiee on Atomic Energy
Congress of the United States

Enelosura
An pitated
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eet Chelrman {2) Cont T
Coamissloner Haworth Audit, 0C

' Commissioner Falfrey Budget,| OC
Coamiesloper Ramey Aoctg. (2}

Compipeioner Wilson

eperal Manager I
Gerneral Counsel

Congr. Liaison {2}

R ik i

Quinn, AGMEFP
English, AGMRD
Peputy Geperal Mgx,
Asat. Gen. Mgr.
Johoson, DEM
Fittmen, DLRD

Filne, OA
Barencweki , Prod.

Cost Anelysis Asst. Cptrlr Controliex
& Fwl. Br. - For Acctg
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UNITED STATES GOVERNMENT

Memorandum

TO . Fila DATE! May 16’ 1962

FROM ©  u g, mcn%ﬁm?

SUBJECT:  pomTROIIER'S MAY b DRAPT REPQRT TO ISE JOINT COMMITTEE KE
GOVERRMENT ASSISTANCE T0 THE WUCLEAR THDUSTRY

SYMBOL: SECY:AHE

1. 4t Information Meeting 152 on May 9, 1962, the Chairman noted
clrentation of the Controllerts Draft Report to the Joint Committes re
Goveroment Asslatance to the Huclear Industry spd Mr. Hollingsworth
invited Ceomdeeioners' comwents be directed to the Controller prior to

Fridsy, May 1l.

2. At Informaticn Mseting 153 on May 11, 1962, tha Commiseloners
requested Part C of the Draft Roport be circulatad for feumdccloners
comtants pricr o transmitisl to the Jolnt Commiticzs.

3. At Ioformatlon Meeting 154 on Msy 1bk, 1062, the Commlasioners
approved trensmittal of Sections A and B of the Draft Report to the Joint
Copmittas, The Chadrman‘s transmittal lstier will suggest discussions
with Chadrman Falifield on the request for inforgation on the pros and
cond of mArits of assiatance.

ce:
Chelrman

Qeparal Manager

Deyavy Oepsral Meoager

Asat. Jeoeral Manage:
General Counsel

Contraller

Asat. to the {ensral Manager
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UNITED STATES GOVERNMENT
Memorandum
0 i Pile DATR: pppi} 27, 1962
FROM | H. B. ry

SUBJECT: AEC 110971 = GCOVERNMERT ASSISTANCE TO TTE ATOMIC BENERCY IMDUSTRY
SYMRODL: SECY:AHE

At Informarfon Meating l&s on April 20, 1962 tha Commissioners
discuassed ARG 1109/1 - Governmant Assistance to the Atomic Energy
Industry, and agreed that parapraphs 15 and 16 of the Commenta and
Suggestions attachad to AEC Draft Report on Govercment Assliarance to
Industry in the Atomle Energy Program, togathar with other similar
items in the sttachment, ghould ba fdentifiad for separate discussion
in the response to the JCAE.

¢c: Chajrman
Gennral Manager
Deputy Gensral Manager
Aast, Ganeral Manager
Asat, Gen., Mgr. for Regearch and Devalopmant
Anat. to the General Manager
Direstor, Raactor Development
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SPECIAL CORRESPGNDERGE
UNCLASSIFIED AEC 1109/1
. April 20, 1062 COPY KO, _ 35

ATOMIC ENERGY COMMEISSION

GOVERNMENT ASIISTANCE TO THE ATOMIC ENERGY INIAISTRY L

Hote by the Secretary

1. The attached letter from the Chairman, Jolnt Commlittee
on Atomic Energy, 1s circulated for the information of the
Comnission., It haa been referred to the General Manager for

. preparation of a reply for the Chalrmante signature,

2, The matter will be discussed at Information Meating,
Friday, April 20, lgg_.

W. B. MeCool
Secretary
DISTRIBUTICN SOFY HO,
Secretary 1
Commissioners 2 - 6,61-64
General Mahager 7T~8
Deputy Gen. Mgr. 9
Asst. Gen. Mzr, 10
Asa%. Gi-Plana & Prod. 11
Agst,. OM Operatlonm 12
Asst, Gen., Mgr. RED 13
Asat. Gen., Mgr, Adm. 15
Genaral Counsel 1519
Blology & Medlcine 20
Congr. Llalaon 21
Contracts 2221
Controller 23-27
Ieotope Development g
Ind. Participation 29
Fubliec Information 30-31
Qperations Analyals 32
Flana gg
Raw Msterials -
Reactor Development &=
Manager, Naval Reactors 9
Regearch 50=51
D, C. Office 52-54
Ssoepatariat 55~60
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CONGRESS OF THE UNITED STATES
JOINT COMMITTEE ON ATOMIC ENERGY

April 13, 1962

Honorable Glenn T. Seaborg
Chalrman

U. 3. Atomic Energy Commlssion
Washington 25, D, C.

Dear Dr, 3saaborg:

Thizs letier will conflm arrangements and uanderstandings
reached during the meeting of March 29, 1962, among repressn-
tatives of AEC, GAD, and the Joint Commlittee staff concerming
the ptudy requested 1n my letter t¢ you of February 28% 1962,
on GQovermment assistance to the atomle energy Industry, As you
know, thea study is belng carried out in three pliases: firet, bo
identify all areas ¢f Government zaslsgtance; second, to estimafe
the monetary value of each type of assimtance, within reasonable
parametera; and third, to conslder the merlt of each Fype of
aspistance as to whether 1t ls serving proper and effective pur-
posea in the program.

The first phaga of the study can now be considered sub-
stantlally complete with the ldentification of poasible areas of
Govermment asalstence having been made,

Under the second phase of the study, the Commission
prepared a draft report which dlacusses Government aaslstance
to the atomlc energy industry. We are atiaching our princlpal
oommente and suggestlons on the AEC draft report which should
be taken into account in the completion of the second phase of the
study. Becauge moat of these comments and suggestions were
covered during the meeting on March 29, 1962, we would hope that
AEC ecould prepare a revised draft report and that emncther
meeting could be scheduled among representaiives of ARG, Ga0,
and the commlttee staff within about two weeka o revliew the
revlised draft.

We would algoe hope that ARC could prepare an ocutline or
draft of the thlrd phase of the study in time [or dlaeusalon during
the next meetlng of our astaffs.

A copy of this letter 1le belng sent to the Cosptroller
General with s requast that appropriste staff members of the
GAQ continue to be made avallable to participate in thls gtudy.

Sincerely youra,

/8/

Chet Holifield
Chairman

Encleosuye:
JCAE Comments
on AEC Draft Report

¥ roulated as ARG 1109
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Attazchment

PRINCIPAL COMMENTS AND SUGGESTIONS ON

AEC DRAFT REPORT ON GOVERNMENT ASSIST-

ANCE TO INDUSTRY IN THE ATOMIC ENERQY
PROGRAM

1. Title:

The {1itle should lndlcate that the report is & study prepared
by AEC at the prequest of JCAE.

2. Introduction:

Introductory comments should be added $o indlcate that (2)
JCAE 1nitially requezted that the atudy encompass subsidies 1n
the atomie power progrem, and (b) pursuant Lo subsequent
discusslon: with the JCAE staff, 1¢ was declded that the study
would encompsag all Govermment direct and ilndlrect asslstance
to industry Iln the atomle energy progrem, lneluding subsidies.

3. Page 1, line 10:

The phrase "purchaee of speclal nuclear materlals produced
by industry” should be treated as a separafe 1tem since sueh
assipfance is not of the same type as the others menticoned in
the game sentence,

4, Page g, items 1, 2 and 3 -~ Welver of Use Charges; Research
vELopmern aslatancée; and Conatructlion < ]
PoWer LemONnsLIatlon neactors, IeBpeobivelys

List the proJjecta and the dollar value ¢f the type of
asailstance for each project under each item or 1ln an appendix.

5. Page 3, ltem 2 -- Research and Development Asslatance:

The discusalon under thlg item ghould be expanded to bhe more
explanatory of the type of assisztance involved, For example,
thls ltem covers research and development work performed ln AEC
laboratories, ete. Also, the monetary value of some of thia
assiatance might more properly he consldered under Paré B of the
sbudy. In any event, the relationship of resesrch and develop-
mintiggaéatanﬂe under Part A& and Part B of the study should bhe
clarified,

6. Page 3, item 3 -- Constructlcn of AEC Owned Pover
SMONELIALI0N REeachora !

With respect to the ntilitlea' optlion to purchase reactor
planta at the end of the terma of the contracts, a comment should
be sdded on The bazle provislons of the contracts to explain
whether such plants would be purchased at less or egual to AEC's
depreciated cost.

7. Pasge 3, item 4 -- Irradiated Fuel Prosessing:

To provide an Indleation of the magnltude of differences
in industrisl] and government charges for thie item, 1t is
seuggested that the reprocessing coates contalned In tha Daviaon
proposal be compared wlth the govermment!s guaranteed costa,

-9 .
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8. Page 4, item 5 -~ Guaranteed Falvr Prices for Pu ang@ T-233:

Add 2 brief explanesticn of the present situation
concerning the feasibllity of using plutonium a3 a nuclear fuel:
that L3, explain that present estlmatea of the fuel value are
baped primarily on theoretflcal work and that the feazlbllity of
using plutoninm a8 a fuel has not been practically demonatrated,

Alzo, add an eatimate of the plutonium buy-back eommlt-
ments for forelzn reactors under Euratom and other infernationsl
cooperatlve programs,

9. Page 6, item 7 -- Leasing of enriched uranium:

Tha discussion on hoth the publlic end private carvylng
chargea shouild be expanded to include an explanatlion of the
method of srriving at the estimated carvrying charges. Also, an
ezstimate should be added of the dollar magnltude of the asalstance
glven by Individual projects based on present commliments to
furniash U-235 under lease arrzngements compared tc public and
nrivate financing of carrying charges.

10, Page 7, item 9 -- Raw Materla) Incentive Bonus:

A comment might be added to Andicate whether the lncentlive
bonua costa are included 1n the Govermment price schedules for
enriched uranium.

11, Page 8, 1tem 12 -- Govermment Indemnity:

The discusslon should be oxpanded fo indicate the extant
of indemnity protection provided. Also, the monetary value of
thias asslstance should be estimated based on the extrapolation of
current commerclal indemnity rates to the value of Government
indemnlty preteotlion provided.

12, Page 8, item 13 -- Indirect Costs:

Constderation should be given to eatimating the highey
interest rates, taxes and insurance which would be raguired under
Indugtrial productlon. A note should aleso be added to lpdicate
that the magnitude of additional coeta for U-235 has besn coversed
undar ltem 7, Lessing of Bariched Uranduam.

13. Page 12 -- Bonus Progiramg:

If there 1s a difference hetween the bonus pregrams
on page 12 under Part B of the report and page 9 under Fart A
of the report, the difference should be stated and a comment
might be added teo indicate whether these honus coats have been
Included in the Government prlce schedules for enrdched uranlium.

14, Pages 14 and 15 -~ Statlstics on Assistance:

On pages 14 and 15 it 1s suggested that She monetary
gtatlatics given for theexploraticn, bonus, process develcpment
and vanadium programs be included 1n the preceding sectlon where
theae programs are discussed.

-3 .
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15. Page 15 -- Vanadium Production:

Clarlfy whether or not the 28,000,000 for purchaze of
v:gadium excludes relmbursements through sales of vanadium to
1 Uﬂtr’ﬂ' »

16. Page 15 == Other Ttems:

A comparison should be made of the tobal uranlum procure-
ment costs at the guaranteed Government prices with the costs ab
the negotisted prices and a reasonable estimate should be gliven
of the Increased costs at the guaranteed prices.

17. Page 16 -- Tax Write-Offs (Uranium Mills}):

A rcasonable satimate of the uranlum mill five-year tax
write-off benefits and the finsncial bensfits (carrying charge)
flowling from reimbursement of will costs besed on Llve-year
amortizatlon allowances should be prepared in coordination with
the GAO. Also, some historical discussion of theae benefits
should he added,

18, Page 17, item 2 -- Produstion Process Development and
Operatlions:

Prepare an estimate of the fuel materlal preparatlon and
enriched uranium production development costa.

19. Page 17, ltem 3 -- Reaclor Development:

& discusslion should be added to explain General Reactor
Technology.

20. Page 19 -- Reschor Develcpment Program Coat Schedule:

Group Civillan Power, Fower Demonstration and Euratom,
and indicate & subtotal of the costs for these ltems. Also,
eatimate the partlon of General Reactor Technology and Resctor
Safety expendltures which are directly applicable o commercial
applications,

2]. §§§g§ 20 and 21, 1%ems 4, 5 and 6 -- Physical Research,
ology end Medloelne, RadlolsoTopes:

Include the coeta for each of these programs with
gqualifying discussien.

22, Page 22, item 14 -- AEC Experimental Prototype Reactors:

More discusaion should bhe added on clvlilian power., Alac,
a listing of each projeet and the related costz should he shown
for the cooperative power demonatration program.

In addition, clarify whether this ltem la covered on

page 19 and change the 1tem tltle $o: "AEC Experimentzl Power
Producing Reactors."

- L -
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23, Other Ttema:

Information shouwld be added on the saslistance provided,
1f any, tio the atomlec energy Indusiry in connection with (a)
averaging ¢f enrichmenta for pricing of uranium in reactors and
the resulting differences in coats and price, (b) REA loens to
rural electric cooperatives, and {c) the devaluatlon of inventory
when prices for enriched uranium were reduced.

24, Qenerali:

(a)

()

(e)

Each item phould inelude an estlmate of monetary
aaelstance, where approprigte, even if such assisat-
ance 18 qQualified through the addition of soma
pProse.

In preparl estimates of monetary asslatance, use
June 30, 1563, as cut-off date to coinelide with PFu
buy-back pericd.

A section should be added at the end of the Part A
and Part B of tha report in whieh the amounts of
agslstance under each ltem are tabulated, Notes
ghould be made of the range of these estlmates
based upon what might be sonaldered direct or
indlrect agsistance,

Indicete magnitude of Induastrlal developument
effort,

Comment on contribution by Department of Defense
on Perts A and B, especilally in comection with
cores of nuclear reanctors.

Prepare final summary tebulations of Parts A and B
divided 1nto major categorles or ftypes of asslatance.
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DNCLASSIFIED AEC 110
March 9, 1962 COPY NO, S0

ATOMIC ENERGY COMMISSION

JCAE REQUEST FOR SUBSIDY INFORMATION

Naote the Secret
1. The Offlce of the Chalrman has requested that the
attached laetter from the Chairman, Joint Comiites on Atomlc
Energy be ecirculated for the information of the Commlsslon.

. 2, It will be reesalled that at Meeting 1821, Hr., Hollingsworth
reportaed he learned prlor to the Meeting that the JCAE had rﬂquesteq
the General Accounting Office to prepare a stucy of ths Civillan
Power Regetor Program, and that he would inform the Commlssion
when additional informatlon became avallable.
W, B. Melool
Secretary
DISTRTBUTION COPY NO.
Secretvary 1l
Commissioners 2 -6, 58
General Manager T -8
beputy Gen. Mgr. 9
Asst, Gen, Mgr, 10
Asst, GH-Plans & Frod. 11
Ampt. GM Opersations 12
fAset, Gen, Mgr. R&D 13
Asst, Gen, Mgr, Adm, e
General Counsel 15-- 19
Blology & Medicine 20
Congr, Lialaon 21
Contracts 20 - 22
Controll 23 - 25
Isotope g;velupmant 26
Ind, Particlipation 27
Publio Informaticon 28 - 29
Operations Analysis 30 G?
Plans AL
HRaw Materisls 32 - 13!»6 YJ’Q"‘} cg,? B 'E--V GJJ
Reactor Development 34 - g2 ol '
Menager, Naval Reactors b e - 7- 7 BE- »
Research 48 - 49 oo £ Pnlees 5
D, ¢, Office 50 - 52 & V-

. Secretariat 53 - 5T
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CONGRESE OF THE UNITED STATES
JOINT COMMITTEE ON ATOMIC ENERGY

February 28, 1962

Honorgble Glemn 1. Sezborg
Chairman

U.3,. Atomic Energy Commlsgsion
Waehington 25, D, C.

Dear Mr. Chairman:

Section 202 of the Atomic Energy Act of 19054 providea that
the Joint Committees shall make "continulng studiee of the
activities of the Atomic Energy Commlseion, use and control of atomlie
ENErgy . . «" During the current aession, the Committee plans to
undertake a study of the types of aubsidies or asslstance, both
direct and dndirect, which ocour in the atomle ensrgy program
and partienlarly the atomle power program, I belleve that thls
study might be carrlsd out in three phases:

Flrat, te identlfy ali the possible subaldies;

Second, to estimate, within reasomable parameters, the
monetary value of each type of aubaldy; and

Third, to conaider the pros and cons or merit of each
type of subsldy as to whether it is serving as a propar and
effective purpose 1ln the program,

After ggreement iz reached on the first phasge above, a report
wlll be requested from AEC to serve as the baszls for the aecond
and third phases. In order to complete work this sesslon, including
possible hearings, thls report should be recelved by the Joint
Commlttee no later than May 15, 1962,

It is2 intended that the seope of the study should cover the
entire productlion process from raw materials, through feed
materigla, 7-235 separation, fuel elemant fabrication, reactor
development, construction and operstion, reprocessing and recovery,

Our preliminary thinking as o the particular subsidien
includes the followlng: rvaw materials procurement; 235 ccsts,
ineluding leasing and burnup charges; walver of fuel use charges;
regearch and develepment asplstance; conptructlon cosgbaj; plutonium
buy-back; fuel reprocesaing; waste dleposal; indireot costs;
governmental indemnlty: tax write-offs; and the radlolsotope
PTOETAN,

Consideration should alao be glven to possible off-settling
1tagg where AEC may be charging more than cost, such as the current
U"E Prﬂ.ﬂﬂ .

This 1s suggested merely as a prellminary liat to be
developed more precisely by meebtings of the Joint Commlitee stalf
and AEC ataff.
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I am also sendlng a2 copy of this let%er to the Comptroller
general with the request that approprigte starf wmewbers of the
Genaral Accounting OIfice be made availgbla te participate in this
atudy.

Sincerely yours,
/8/ Chet Holifield

Chet Holifield
Chairman

o




