University of Hawaii at Manoa Hamilton Library

eVols Repository https://evols.library.manoa.hawaii.edu

Box USH19 Box USH19, Folder 17

Letter on the privatization of the
United States Enrichment Corporation

Neil Abercrombie Papers
U.S. House, Box USH19, Folder 17
https://hdlL.handle.net/10524/89645

Items in eVols are protected by copyright, with all rights reserved, unless otherwise indicated.

UHM Library Digital Collections Disclaimer and Copyright Information


https://manoa.hawaii.edu/library/research/scholarly-communication/repositories/policies-guidelines/copyright-policy/

THE WHITE HOUSE
WASHINGTON

June 29, 1998

The Honorable Neil Abercrombie
House of Representatives
Washington, D.C. 20515

Dear Representative Abercrombie:

Thank you for your June 22 letter, co-signed with other Members of Congress, to the
President regarding the United States Enrichment Corporation (USEC). At the President’s
request, Treasury Secretary Rubin and Energy Secretary Pena have performed a thorough review
of the matter.

Attached is a letter from the Secretaries outlining the Administration’s analysis of the
upcoming privatization of the USEC. The letter addresses numerous issues, including your
specific concerns about the affect the change will have on jobs in the region. I hope this
information adequately answers your inquiries.

Thank you, again, for sharing your views with the President. Please do not hesitate to
contact my office with any additional concerns that you may have.

Sincerely,
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Lawrence J. Stein
Assistant to the President
for Legislative Affairs

Enclosure




June 29, 1998

The Honorable Neil Abercrombie
U.S. House of Representatives
Washington, DC 20515

Dear Mr. Abercrombie:

We are writing in response to your letter regarding the privatization of the United States
Enrichment Corporation (USEC). Pursuant to the Energy Policy Act of 1992 and the USEC
Privatization Act, the USEC Board of Directors has decided to privatize USEC through a public
stock offering. The Department of Treasury, in consultation with the Department of Energy and
other relevant agencies, has approved this decision. This means that USEC will become a fully
private, independent company. Taking into account the interests of the company’s employees,
our national security, and other interests, the Administration and the USEC Board concluded that
this approach offers the best means of privatizing the company.

Privatization of this government-owned enterprise will yield a number of benefits to the nation.
First, the sale is expected to bring in between $1.85 billion and $2.15 billion to the U.S.
Government. This will be one of the largest privatizations in U.S. history. Second, it will permit

the company to raise private capital and make investments in capital and technology without
being constrained as a government-owned corporation. With private funding, USEC will be
better able to develop the next generation of uranium enrichment technology. Third, it is in
keeping with the Clinton Administration’s commitment to improving how government works.
Privatization will get the government out of a business that Congress and the Administration
have agreed can be better managed by the private sector.

Congress enacted legislation specifying how the company could be privatized and the criteria
that should be used to evaluate privatization options for doing so. The legislation requires that
any privatization protect our national security interests and provide for the continued operation of
USEC’s plants, which are major employers in their communities and the primary source of
domestic nuclear fuel. Over the past two years, the USEC Board and the U.S. Government have

cooperated in developing extensive procedures by which to privatize USEC in a way that best
satisfies these concerns and the other statutory criteria.

The USEC Board considered both the sale of USEC to another company and its sale to the public
through a stock offering. After receiving and analyzing proposals by private companies to
acquire USEC, the Administration and the Board decided that the statutory criteria would be best
met through an initial public offering. The Treasury, Department of Energy, and the other
government agencies that participated in this process all agreed with this judgment.




We know that you and other Members of Congress have been concerned about several aspects of
privatization. Throughout the privatization process, the Administration has been mindful of the
potential effects on workers at USEC’s plants as well as on USEC’s long-term performance as the
Executive Agent for the U.S. Government under the United States-Russia Highly Enriched
Uranium (HEU) Agreement

The government and the USEC Board have acted to recognize and protect the interests of
USEC’s workers and the communities in which they live. Your concerns have highlighted for us
the very real issues change of this nature brings to communities and workers. One factor in
selecting the public offering approach to privatization was that the leading alternative approach
could have led to significant additional job losses. To further address worker concerns, we have
designed a package of benefits and re-employment opportunities for both the short and long term.
As a result of our process, USEC is contractually obligated to keep both enrichment plants open
until at least 2005. In addition, USEC has agreed that any reductions in the first two years be
staggered, and that they be accomplished first through attrition and voluntary separations. USEC
will set aside prior to privatization $20 million to pay for increased severance payments and
enhanced benefits for affected workers, in addition to $10 million already committed by USEC.
The enhanced benefits program will be administered by the Department of Energy. This program
will include $5 million to expand a Department of Energy program of economic development
assistance to the affected communities.

To protect public health and the environment, USEC will provide funds for the Department of
Energy to initiate a $50 million enhanced maintenance program for the thousands of uranium
hexaflouride canisters currently stored at the plants. Qualified USEC workers will be afforded a
hiring preference for these jobs. The Department of Energy’s ongoing environmental review will
help define appropriate long-term approaches to cleaning up the plant sites. In addition, to ensure
that the communities’ concerns are heard within USEC’s boardroom after privatization, the
company’s Board of Directors will include representation from both Kentucky and Ohio.

The United States-Russia HEU Agreement will remain a national security priority after
privatization. While USEC is currently serving as the government’s Executive Agent in
implementing the Agreement -- buying Russian uranium removed from warheads and blended
down for use in commercial power plants -- the government reserves the right to replace the
company or add additional executive agents. While we expect USEC to continue meeting its
contractual obligations after privatization, if problems arise, the Administration will not hesitate to
add or replace executive agents. To monitor the implementation of the Agreement in the long
term, the President has by Executive Order established a White House-led interagency Enrichment
Oversight Committee, which will meet regularly. USEC has entered into a memorandum of
agreement with the Department of Energy that establishes extensive reporting requirements in
support of the Enrichment Oversight Committee’s purposes. Additional national security
protection is provided by restrictions on foreign ownership of USEC, including a prohibition
against foreign persons collectively having beneficial ownership of more than 10% of its voting
securities.




The Administration appreciates the bipartisan Congressional support for privatizing USEC. We
have worked hard to achieve a balance among the objectives of the privatization statutes. We
expect the public offering process, which will be conducted in accordance with applicable
securities laws, to be concluded in approximately one month. If your staff has further questions

about the privatization plan or process, they may contact Gary Gensler, Assistant Secretary of
Treasury, or Elgie Holstein, Chief of Staff, Department of Energy.

Sincerely,
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Robert E. Rubin
Secretary of Treasury

Federico Pefia
Secretary of Energy




