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2 May 1979 

U .S . Comments or. Co-Chairmen WG. 2 / 1 5 , Chapter 7-A Assurance 
of Supply 

The U.S. Representative proposes the following revised text 

for Chapter 7: 

7. Arrangements of Supply 

7.1 Assur?nee of Supply 

For a number of years, the international market for uranium 

enrichment services was characterized by the aval?ability of 

only one supplier. More recently, by the entry of new suppliers, 

a more diversified supply market has emerged and, in the light 

of announced plans, this tendency is expected to increase. From 

the consumer's point of view, then, there is now the opportunity 

to choose from among the alternative suppliers. 

The organizational structure of the supplying entity may 

influence the consumer's judgment as to the assurance of supply 

offered by the supplier. For example, investment or other 

participation by a consumer in the ownership and management of 

a multi-national enrichment project might be regarded as provid

ing an even greater assurance of supply than conventional 

purchases of enrichment through contracts from a national supplier. 

At the other extreme, a nation might consider that it 

prefers the degree of assurance that can be obtained by con

structing its own national enrichment facilities within its 

borders. For most countries, however, such an approach is not 

practicable for economic and technical reasons. Moreover, the 

spread of enrichment facilities under purely national control 
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could increase proliferation risks. The multi-national 

enrichment projects which have been undertaken provide evidence 

of the viability, if not, the necessity, of sharing the heavy 

capital investment among the participants. 

Nevertheless, as a matter of experience, bilateral supply 

arrangements have served well as a supply mechanism in the past -

production has always been sufficient to permit fulfilling supply 

commitments - and are likely to remain an important type of 

arrangement in the future. 

7.2 Joint Planning 

Earlier in this report, it was stated that, in the view of 

WG-2, enrichment capacity can be expanded on a timely basis 

to meet future demand as such demand becomes firm. Further, 

since the time required to install additional enrichment 

capacity is less than the time period required for design, 

licensing and construction of a nuclear power plant, appropriate 

advance planning, jointly by supplier and consumer, can eliminate 

any shortage of enriching capacity relative to anticipated 

demand. 

7.3 Flexibility and Financial Implications 

Since Enrichment is a highly capital-intensive industry, 

the firmness of the demand, as reflected in contractual commit

ments, is of singular importance in the decision-making regarding 

the construction of new enriching capacity and the ability to 

finance such construction. One can anticipate, therefore, a. 

close match between supply capacity and its growth and the 
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anticipated demand schedule. For this reason, consumers 

should not expeot that, at any given time, significant surplus 

enriching capacity would be available to accommodate unfore

seen increases in previously anticipated demand. Likewise, 

they should not expect, under ordinary circumstances, that 

unforeseen reductions in their anticipated demand can be 

accommodated by enrichment suppliers without financial penalties. 

Notwithstanding the above considerations, a consumer will 

desire not only an assured supply to meet his anticipated demand, 

but also some degree of flexibility to accommodate unforeseen 

changes in his demand (either increases or decreases) at 

minimum cost. Such desires may, to some extent, be met by the 

emerging diversified supply industry, since there will be 

varying types and degrees of flexibility of this sort available 

to the consumer from different suppliers and from different 

types of contracts. 

These factors may be of considerable importance in a 

consumer's choice of supplier or type of contract. Further, 

there has been some evolution in the types of contracts offered 

by one supplier (USA), with the opportunity for the holder of 

an existing contract to convert it to the newer type in order 

to take advantage of a different type of flexibility. 

As indicated above, the capital-intensive nature of 

enriching facilities suggests that any supplier, whether national 

or multi-national, and whether located in the same country as 

its market or abroad, cannot be expected to have available 
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substantial surplus enriching capacity beyond anticipated 

demand. On the other hand, a supplier may establish a stockpile 

of enriched product, primarily to ensure his ability to meet 

his supply commitments, but which may also be available to 

meet unforeseen emergency demands. As in the case of enriching 

capacity itself, however, the carrying charges associated with 

a supplier's investment in such a stockpile would have to be 

passed or to his customers who derive the benefit from such 

stockpile. 

Additional options under which the consumer could obtain 

some flexibility in meeting its needs when supplies are cut off, 

or when other emergencies arise are the multi-national or 

international mechanisms for guaranteeing supplies in case of 

delays or cut-offs, including an international fuel bank, 

that are being discussed in WG-3-

One specific method for providing a degree of flexibility 

to consumers which warrants particular mention is that of per

mitting the consumer to choose (within stated limits) the 

transaction tails assay to be applied to any order for delivery. 

Such a method is now provided for in currently available 

enrichment services contracts. The advantage to the supplier 

lies in the unchanged demand for separative work units (SWU's), 

thereby maintaining the financial integrity of the operation. 

The consumer, on the other hand, is able to modify the amount 

of enriched fuel he receives, using more or less uranium feed 
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material as required. Stockpiles of natural uranium could 

thereby play a role in providing enrichment flexibility JO the 
\ 
consumer. 

There may be supply uncertainties related to changes in 

non-proliferation conditions applied by supplier or consumer 

countries or groups of countries in joint ventures. Possible 

solutions to these problems are discussed in Working Group 3-

In summary, therefore, it may be concluded that: 

1. The enrichment supply industry has now become diversified, 

including the establishment of certain multinational 

enterprises. As a result, a consumer has the ability to 

choose among several sources of supply that offer a high 

degree of confidence in the assurance of supply. 

2. Appropriate advance planning, jointly by the consumer 

and the supplier, can assure that enrichment supply will 

be available when needed. 

3. Heavy financial investments-are involved in establishing 

an enriching capability or a reserve stockpile of enriched 

product. Contractual arrangements must provide for 

appropriate recovery of such costs. 

4. A further measure to increase assurance of supply to con

sumers is the possibility of participation in multinational 

enrichment arrangements. However, in most instances, the 

bilateral contractual arrangements in the commercial 

marketplace will probably remain a cornerstone of the 

international enrichment market. 


