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: It 1s an honour and a pleasure for me to appear today before

'::jjfyour Commlttee in my capac1ty as Dlrector General or the EURATOM

”'”a,rSupplyrAgenoyiof,the,EuropeanrCommunltleSs

- Aocordingjto therTreaty'establishing the European Atomic EnergY:

erommunity, the Supply Agency is'the'instrument to ehsure'a7regu1ar and

,'Vequltable supply of nuclear fuel to all users in the nlne Member

'States of the European Community. To fulfill this task the EURATOM
tTreaty has granted to the Supply Agency the exclusive right of con-
‘cluding contracts relating to supplies of nuclear materials coming

from inside and outside the Community.

From the very beginning of its activities the European Atomic
Energy Community entered into very close relations with the United
1,'Sta£es and the U.S. Aromic Energy Commission. Oq November 8, 1958
an Agreement for Cooperation was signed establishing in partioular
bfthe so~called Joint Nuclear Power Programme. Under this programme the

first three nuclear power stations of the light water reactor type,

developed in the United States, with a total capacity of about 700
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MWe were built in,the Community w,th a substantial support of the ,

VSAEC; which‘in particular assured these reactors of thelr supply
iwith enrlcheﬁ uranium for twenty years under favourable condltions. =
As a counterparﬁ the USAEC has received valuable 1nf0rmatlon by a
rcontinuous flow of technical and economic data on ‘the plant cons-

ftructlon and operatlon.

' Veiy,sbonrthe'European Commuﬁity and the USAEC agreed thatxthéi?:ii7 r
cbllaboration should not be limited to the Joint Research and the |
Joint'Pdwéf'Programme. Consequently_an Additional Agreement for Co-
operation was established and'sighed on Juheril,,1960. It has been
 amend¢d on various occésions, fbr the last timé on February 28, 1973.
This Additional Agreement, as amended, became the basis for our mu-
tual cooperation and in particular for~the supply of special nuclear
materlals by the USAEC to all users in the Communlty. Apart from

rsupplles for research purposes, all enrlched uranium requlred for

power stations in the Communlty was supplied by the USAEC through COn; -
~tracts entered into with the'Supply Agency on equitable terms: and con-
ditions equivalent to those givén to the American ufilities.EWé'con—
cluded not only enriched uranium sales contrats, but entered also in- .
to the first barter agreement with the USAEC, which can be coﬁsidered
'rias a transition to the toll enrichment contracts which became the
rliprihcipal ifrnot'the exclusive method of supply for power purposes
as ofrJanuary 1, 1969.

From that date on up to December 1972, when it was decided to
stop signing contracts of the reqﬁirementstype and to review the en-

richment criteria, we have'concluded746'contracts with the USEAC con-




,'ééfnihg thepurchaseofenrichmenﬁéervices. Somé of these con-
riﬁraCts were of the firm Quantities t§pe}rﬁain1y for research reac-
" tors, others have in the méantime términated° But we still have 14
reactors supplied for periods up to December 31st 1995, which is at'
rpreSeht thertermrof our Additional Agreement for Céoperation, on a
,requirements type basis, ﬁoféliing anroutput éf 8,000 MWe. In addi~-

‘tion a firm quantity enrichment contract was signed on December 1971

*:for:déliVeries up to December 31, 1978, of first cores for eight power kiii

stations totalling 7,680 MWe.

As I received your invitation to appear before théVCommittee on
rather short notice, it is unfortunately not possible,fbr me to give
precise figﬁres with regard to the amounts of separative work already
delivered or to be delivered in the future, nor'tb give an exact in- .
dication to what extent the corresponding payments have contributed
 to7the U.S. balance of payments and will continure to do so in the
future. I can, however, state that in 1971 and 1272 enrichment con-
‘tracts ‘have been concluded for a total amount of 22,500,000 units of
separative work. At the price of $32 kg units of separative work ap-
pliéable at that time, this represents a value of 720 million dollars,
not taking into consideration that deliveries after August 14, 1973,

are subject to much higher prices.

Following publication of its new enrichment criteria in May 1973, the
USAEC discontinued the requirements type contract, and elaborated

its new contracts on a long term fixed committment basis. As a re-

sult, our customers within the Community were rather concerned, and




'é:iaﬁ éffqritiéiSmfﬁaé brﬁﬁéhttfraﬁ ihe'Cdmhuﬁiﬁy side to the at=-
ﬁentibn ofrthe USAECréﬁd 6f the Commitﬁeé. Our customers,pxinci—
 paL1y objected to the commitment to'agrée upon annual deliveries

of firm'quahtities fixed a long time in advance, while they had

beén used to order and to take only quantitites they actually
'. needed in a given year. In addition to this, their main concéin
"faéusea onrﬁhe,énvisaged long lead time of 8 years between éiqna— '
:tu:e of the contract and first delivery of enriched product. Our
cuétomerS'Were told by the AEC that this lééd time Choseﬁ to reflect
theldelay,necéssary for a new enriching plant to bécome operational
. corresponded as well to the period necessary to obtain the license
for and to construct a nuclear power plant in the United States.
This, however, up to now, is not the case in Europé, where it takes
generally 5 to 6 years to build a nuclear power plant and to bring it
Vinto operation. Conséquently our electricity producers - especially
in Member States where the utility industry forms part of the private
sector, and where individual companies have not the size of American
utilities - were confronted with the problem of signing enrichment
contracts for power stations they had not yet decided to build. As

a result of this change in AEC's supply policy, only three contracts
for powerrstations under construction or to be built with an output
of 3460 MWe were signed with the USAEC in December 1973 ét the end -
of the first transitional period. The utilities concerned were in
the category of those Communityrcustdmefs, which had applied pre-~

viously under the old criteria for a requirements-type contract and

where the negotiations had been interrupted by the AEC when such con-




":tractlngrwas suspendeé on December 8, 1972. For the flrst ten g
:years of dellveries these three contracts prov1ded for the supply
of 3.6 milllon un;ts of separative work. At the timerofVSLgnature
the AEC received downpayments of'$3.935 million, ‘Under these cir~
cumstances( other utilities had begun in the meahtimé_to lookrfor
other soﬁrées 6f'sﬁgp1y. I shall deal withthisparticular aSbectr

later. B

Due to the events of late fall 1973 in the Middle East and their
- effect on the world oil market, which particularly hit the European
electricity producers, the nucleat power programs of the Member Sfatésrr:
of the Community were revised. They were either SignificantlyréXf7,
-tended or accelerated. As a consequence a considerable increase in

the demand of separative work was foreseeable.

To get a élear view of the'new situation, the Supply Agency
started early 1974 a market enquiry to obtain detailed indications
about the planning of nuclear power stations which would require
their first enriched uranium during the AEC's second transitional pe-
riod, i.e. between July 1, 1978, and June 30, 1982. The result of
Ehis enquiry has shown, that not less than 110 reactors totalling
roughly 120,000 MWe were scheduled to receive their first fuel during
the said transition period. Of these 110 reactors 5% has indicated
that they intended to contract with the USAEC before June 30, 1974,
20% Qere undecided with regard to their choice of supplier, and 75%

-expressed their preference to contract with another source.

The USAEC's Mission in Brussels with which the Supply Agency has




vexy closa and fruitful relatlons, ‘has been iniormed abaut the results :
:of thls enqulry.rlt was agreed that in v1ew of the June 30 deadllne
- all appllcations for contracts with the USAEC should be filed with

. the U.s. Mission by June 1, thus alléwiﬁg AEC's Headduarteré to pré¥ ﬁ 
rpare the final contracts and to reﬁurn them to the Misgsion bgforerfr

~June 20 for examination by the customers involved and for signature,

I wish to stress on this*océasion that atrthat'pbint'in timérr
ithe'informationravailable to USrdid not suggest that the AEC's con-
”,tractlng capablllty could be exhausted prior to June 30 deadline.
On the contrary, the latest OfflClal publications indicated that the
 AEC would reach its limit of contracting capability only in late
1974. As late as at the U.S; Atomic Industrial Forum's International
Conference on Urénium Enrichment in Reston (Virginia) on April723/26,
1974, Mr. J.E. Cpnnor, AEC Director of Planning and Analysis, ex-
plained to the participants that the AEC would be in a position to
delay by one or two years, ifrnot more, the moment when new enrich-
‘ment capacity had to be Brouqht into operation. This was confirmed

in a speech delivered by Commissioner Larson.

'Prior'térJune 1, 1974, the Supply Agency introduced to the AEC's
Brussels Mission 24 applications for long term fixed commitment con-
tracts, indicating, however, that some applications were only on a-
provisional basis as some utilities had not yet received the neces-
sary authorization by competent authorities, such as their super-
“visory board. Updated technical information of contract applications

was continuously passed on to the U.S. Mission in Brussels by the

SupplyrAgenCY-




7':;51h épité'offAﬁC‘é'effOrﬁs; thésé;cbﬁtraCts were noﬁ'aVaiiablé,
;ffcxrsignatufe tQ'the'Sﬁpply'Agency until Wednesday, June'26, 1974,

At the same time the Supply Agency was informed that the'AECVrepreﬁ

L séntative had no authcrizatiéhjébzsign the céntractsj that a deci-  —
rsionrhad been takgn:td,suspedd'éigpingrqogtracts as the AEC might

,;be,apprcaching the limit of its contracting capability, and that
pbssiblérfemédies'tbwfhis"unekpected'situatiOn were being examined,

with the objective of rapidly finding an equitable solution.

To demonstrate the firm intent of itsrcustomers to contract with
the USAEC the Agency signed, with the apprbval of the utilities in-

'vblved, unilaterally on Friday, June 28, 1974: -

15 long term fixed commitment contracts including
first core deliveries, covering a total capacity

of 18,500 Mwe.

At the same time we passed to the USAEC the necessary downpayments, [

"~ an amount of US $ 20,35 million.

In addition another contract was unilaterally signed covering
the reloads from 1979 to 1988 of eight reactors with 7,680 MwWe,

where the first core had been previously contracted for with the AEC.

This reflects in our relationship with the USAEC the situation
as of to-day. The reaction of the European Commission and its custo-

mers to the unexpected development was conveyed on several occasions

to high level U.S. officials, including the Secretary of State. This




:',,matter was also raised last week in the European Parllament and

;replied to by the responsmble Commissxoner vice Pre31dent Slmonet.

i,At;thiS point in my statement I feel necessary to give,tb the
~ Membersof the Commission some information with regard to the overall

situation of the'Ccmmunity in the field of uranium enrichment.

I shduldstartbysayingthat the USAEC was the first'to—éfoposé ~:;¥
in the latesixﬁiesdiscussions on the possibility of building a hew
enrichment plant 6n é muitihétional basis using the U.S. gaseous
diffusion technology. The European Commission and the Member States
of the Communlty have carefully examlned thlS proposal but concluded
that the conditions linked to the proposal from the U.S; side were toot?

“strict and severe and not sufficiently attractive.

At the same time plans were developed in the Community to create B

European enrichment capacities. While the French Government andrin
particular the Commissariat a 1'Energie Atomique concentrated their
'rréffo:tS'on the gaseous diffusion system, a technique they had suc- -
cessfully dé#elopéd and'imptoved at Pierrelatte, the Governmentsrof
Gérmany, the Netherlands and the United Kingdom entered into an

Agreement on uranium enrichment by centrifuges.
At present the situation is as follows:

EURODIF, a coworation under French law, had decided in December

1973 to start the construction of a gaseous diffusion plant at Tri—

castin in France, with Italian, Belgian and Spanish participation.




:he plant is scheduled to be brought 1nto operation by the end of

“19?8. Its prcduction pragramme is- | e
1979 3500@00 units of separative work
71980"',690a000 units of separative work

©+-1982 7400000 units of separative work

(1983 9000000 units of separative work -

' URENCO,rthe Britieh-German-Dutch corporation; which operates
elreedyrtéet faciiities in therUnited Kingdom and the Netherlands,
. w1ll brlng two centrifuge plants of 200 000 separatlve work units

per year capac1ty each into operatlon by 1976 ‘A firm dec151en hasr
been taken tp increase the annual capacity at the end of 1976 from

4oqooomdf7eeparative work units to:,

1,500,000 separative work units in 1980

2,500,000 separative work units in 1982:'7”

URENCO hopes to increase its capacity by 1985 up. to 5 to'
-'*10 000 000 separatlve work units per year, but at present no dec1—f

tg]51on'has been taken for the period beyond 1982.
 Both companies anneunced_that they have receiVedVSufficient:
ordexrs to accomplish their programmes*and that, under their presenfe"f

plannlng and taking pending ne9001at10ns into con51deratlon, they

are not able to accept more requests for 1ong term contracts.

In 1973, the Soviet-Union entered into the market by offering

~conversion and enrichment services to utilities in the free worild.
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In 1971 the . SovietnUnion had already 51gnea with the'Frehéh'ébﬁ?*;'J' 717
mlsaarlat a- l'Energie Atomique a contract for the supply Qf enrlched
rruranium to the Fessenheim I plant of Electricite de France,'Subse~

| quently, thig possibility was given also to other utilities in the
Communjty Durlng 1973 nine contracts were signed by our Agency and
German and Belgian utilltles with the Soviet organlsation |

" Techsnabexport for slightly more than 5,000,000 kg units of separa-

tive work and early 1974 by an Italian customer for additional

quantities.

The utilities in the European Community have welcomed this , -
dévelopment in the field of enrichment as it has been by tradition
one of their basic principles to diversify their sources of supply.
This is also the reason why it has been stressed always from their
- side that - while favouring the construction of enrichment facilities.
in the Community - this European enrichment should not have as a con-
sequence to close the Common Market and to ébandon our external |
- sources. This point of view has been shared by the European Commis-
'éidn which declared on various occasions that in view of the old
and well established friendly relations and coopetation with the
United Statés, which have made in the pastrthe Community a very, if
not the most important customer of the AEC, the Community shouid:and
:will also in the future cover a substantiél part of its enrichment

requirements from the USAEC.

I might add that in the field of highly enriched uranium the

U.S. Government will continue to be the only source of supply in the
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foreseeable future er power reactors., Thié'is“of particularim—v‘
portance with reg§:d ﬁé,thé'ihterest which ié'giVEn'world~widé'to |
' the5déVélbpment'of High Temperature Reactors. In 1972 the Supply .
Agquy,has already—cendluded with the AEC a contract for thefiong'

V£é;m supply of highly enriched uranium to a 300 MWe High Temperature
Reactor prototype, Among the contracts requested by the Supply

Agency is one for which the utility is seriously considering a
1,300 MWe advance version of this same type téacfor.'Neédless to
say we consider as a question of great importance that this contract

~ be signed by the AEC.

As a general conclusion, I have-to say quite frankly that the
customers in the Community have been shocked by the absolutely un-
expected decision of the USAEC, shortly before the end of the se-
cond transition period with the June 30 deadline, to suspend signing
contracts; the more so, as all publications and statements of the
Vbreceding two months indiéaﬁed that ﬁhe limit of contracting capa-

bility would be reached at a later peoint in time than previouslyi'

forecasted.

Whéﬁ do the utilities iﬁ thé Community expécf aé afresﬁlt'of?
'  '£his period of interruption'of AEC's contracting actiﬁity,ahd of

7 examination'and discuSSioh'beforéfthe Committéérof possibie éolﬁ-
ﬁioﬁs to remedy this very grave andrdangerous situation, inrpéffiCu—
lér:the customers who wer¢ainformédrthat their contiacts were n6t 

‘signed by the USAEC by June 30,'déadline2,r
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'  1)7Qf dourse,théyrhcpe'that a close and detailed review and
reéexaﬁinatian might show that the gituation 1s less drastiérthén
it was thought to be on June 19,71974, and that all contracts signed
unilaterally and accompanied by the correspondin§ down payment can be
“accepted and countersigned by the USAEC. They have no possibility
rkof addréssing thémselves to one of the new Europeanienfichment
plants for the critical period of first deliveries froﬁ 1978 to
1982. To conclude appreciably more contracts with Techsnabexport

raises new questions.

2) Experience in the past has proven the USAEC to be an ab- -
solutely reliable and non-discriminatory source of supply. We hope

that this will continue in the future.

7 3) If it would appear to be unavoidable to fix priorities7_'
among the pending cohtract applications we would expect these pfiq*
'rities‘to,berestablished on an equitable basis as between Comﬁunifo,
customérs and 6ther customers of the AEC, either domestic or foreign.
Seridus concern and criticism has beenrbrought to the attention of
my Commission and the Supply Agency £hat, while our contrécts,
introduced in due time, were not signed, the United States entered
into new enrichment contracts with Egypt, Israel and Iran up to the

very last day of June 30, 1974.

4) A decision, whatever its consequences might be, must be
taken quickly. Nothing would be worse than to leave the utilities

with an established investment programme and nuclear power plants




‘under construction, in a?siﬁuatidh'offambiguity and ccntihuingTuhé

©certainty.

5) Ifrﬁhe AEC should féel thaﬁ its foreign partners could
contribute to a solution of the present situation, the Commission
of'the European Communities, as one of the oldest, most important
andifaithful customers of the USAEC, is prepared to enter into
corresponding discussions. We want to avoid that the energy crisis

shifts from the o0il sector to the nuclear field.

‘We all realize more than ever that as a result of the li~
mitations on availability of energy reéources, whether conventionalr
or nuclear, the Western Alliance is confronted with serious new
issues affecting both economic and political stability of its
members. Thus, thé availability of enrichment services must be
viewed in a broader context than merely basing decisions upon nor-

mal commercial and economic criteria.

Mr. Chairman, this concludes my prepared statement. Should
the Committee have any further questions, I will be glad to

answer to the best of my knowledge.






