
F L( i)~J <“j 

R. L. Fu;rknsr, Acting Director 
Division of lzlw ?hteri~s 

~SJB88~8c~atiOTlhlu aCOI%tre;etfot th6 Sfi6tOth6 C~SSiOrr Of 

upto2oo,cmpoundru~~ paryear a6 a,bglprobuctfroar ph08$ht6 op6rations 

at East Tsqm, Pioridaa ma contr8ct jaawides iOr a fi%Rd @C6 Of $4.00 

par pound upa Subjact to 6scalatic63 for chmgu in labor sad citaaical 

COStS UhiCh hSV6 broU&#Xt th6 CUtTWd @C@ t0 $4.17. m C-t C@r68 
June 30, i*l Ud6SS th6Cd$siOn o<srciS66 an OptiOntO 6xtadthu 

contract for an additicrd two years at $12.00, or nugotiatrs an axtenslon 

on SW other basis. 

fh6 phOSphat6 I'OCk fIYMl Uhf& th6 UrmiurU fS dWiV6d iS tO0 IOU gr6d6 

(g6=du shout c.ol$ +08) to q\urte 8.8 me ti= C-#88i= cimtim8. 

-6far6, the Co=rnftsfc?n has n3 cxlaitmnt to purchase uranium produced 

frw Florida ~s$Ut6s beyond ths present contractural abliyatians. 

v6 hSV6 ciiUCU8Sed with ~crmtss66 CorpOrsttim th6 possLbility;of 

ClOSing do= th6 rtrrnfm ~OdUCtiOti Unit in 6dV6IlC6 Of its ~686ltt 

W@rStimdSt6 Of .hKlC x, 1!%1. Trwy hIEV6 indict&ad a ufllingnesr to do 

SO provided th6 C~amisrion vi11 rrimbursa th6m for the un6mortis6d b6hnC6 

of th6 cost of plnnt and th6 mount of profit they could reasonably expect 

to ndc6 by continuing to operat8. In order to 6ShbliSh a basis for th6 

Wtirukd mntieipatrd profits the CO!ZtrS'tat f\rmi#hUd CO@6t6 Cost 

iniOrmatiOn for. th6 ti663'6m8 th6 phf%thB8 b66n Op6rKtiIlg. mi8 d&a 

bras Ch6Ck6dby -tmtion of th6 Contrmctor~s records at East Tlsapaby a 

stuff Auditor Of th6 Division of Pi-6 d the CaartrWt &bfnirrtt&~. 
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fraa tlar Divisioa of R8u rCt6a'itis. vitb t&6 smptfon of the utiaod of 

dbS8tiQj OVshrthdOO8tS,tb6Contr~tot~8 fimrt Y(P6 Veifhd. 

mad 0 oontinu6d perfaruno 6 at th6 1959 lnrl ad t6mination u of 

l$arch 3, .lp60, tb C~~&trUtor*S Ipd th6 m.8 6StiUdU Of f~t=l 

JWfWA6lkC6 m U fOlbW8 

Est. Prwiuctim - mAd8 UJq) 
%hs 
Costs a) Dir6ct 

b) Ow- 
0) Depreaiation 
d) Total 

Aaticipa* profit 
aross cl8fm 
Less - &llouance for 68rly r6pvt 
Bat ClJI l,b93,~ 

197,llS 

TO taminetr u of arch 31, 1960, dapdng on utdch of the buu 

indiC6t6dabovti6 uWd,UouldrrducU th6 PQ'BUXAtS UrodcT th6CorrtrWtby 

$1,290,000 to l,b76,GOO. Hownm, th6 uranfups which will b6 obtaintd if 

the contract fr continued h6s a Vaha. Shcr thr AEC is the tiy 

subsbntial purchaser, this valw aust bc s& on the busfs of estirated 

cost of aqulsltion Lx-cm other sources. As u6 can presantly obtain uranium 

readily at $8.00 par pound, and our futrrrr 1962-66 pc-h@se pro*= is 

based on $8.00, wa camlcler this to be a valu6 thrrt can b6 ad6quataly 

844SgbWtrd. m Cmtroll6r ir a nmmrmdum of P6bruery 10, 1960, attacAmd 

hareto, sugguts thut the uranlm b6 valued at our prammt 6v6rage cost of 

about $10.20 per pound. 

If w velus urmluai tat ,$A.00 per pound, a settl6m6nt Of $1,206,0OG ar 

16s~ would be rmtisf actory to th6 gov-t. Hayever, if urmiua ha6 of 

vale of $10.20 psr pound, the rattlasmt offrs to t.h6 aoetporgr should not 

6xcwd $772 ,ooo. , 

In Our prrlirpinary df8C~66bfU With Tmna6aee CorpWutiOn we indiCat6d 

W would br Uilling to t-&&6 OfI th6 bUi8 Of pming th6 caaperiy for th6 
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tsuortimd balmbar of th6 aost of plmt. TZbg wr8 sot uilliq to ssttk 

on this buis, u t&p wars nuambly sum of a mbstmtial ysafft 4 

ccatfnuing to opsrat6. Ait6? l c-&d mi8 of tbr Oprr&iOa U8 -6 

no reum to doubt that tbs Cmtnctar 8haa2.d b8 8bl6 to parfora at kut 

U U6ll ifi th6 fUtirr6 U in 1959, Uh6n thdt profit 6ft8r rortiS&ti~ U68 

&wt $660,000 on 161,000 pour& Up@, Md possibly somewhat better. Our 

dW8 oblig8ti=¶ URde th6 COntraCt i8 200,000 pOWId U98 pQf y6m d 

mppro%ia&te&y $3,~to,ooO. Tbrdorr, arfy l tthmaat offer uhich is nuch 

lass thu the Contractor is rusotubly wrteia of mking i2hrough oofxtinued 

oparation vi11 probably be reJected. 

In viau of our prasant uruniu supply position, v6 can l ee no writ in 

oaatinuing this oattract if a luttully satisfactory buls for tsrainutlon 

c8nbefollmL Hw6ver, we do not consider th6 offer the Contrmctar has 

male bo be acceptable, nor am 1. comri~ed that $ht will not settle for 

6oarwhut 168%. In vi6uaf th6 potantial of a substantial r6duction in 

6XjMdtW6,U6 b~liewthmt rSfXaCm6ffort t0 t6rdnd6 ti ContsaCt in 

bvanco of it8 6%pfr6kfOn data should be -6. 

Asruming a tminatlon be&r of larch 31, L960 8nd projecting 1959 plant 

parformncb, the vat-f ous 23~86s of wttleaent 8re u foZlov8 t 

T6nnus66 Corp. offer 
AFX: 6StirPat6 Of Profit 
&MU8 Of jdC6 pqY&16 We 

~.~prrrP- 
Exe888 Of $WiC6 pPysb16 OV= 

S10.20 per pound 

plorars\t 

s:%8E b 8 

1,210,ooo 

770,ooO 

Potmtithl Saving 

syg#~ 
a 8 

1,573,~ 

2,013,ooO 

In view of th6 ckmn8tn&d high p6rformanc6 16vel of the plant aver 

the lasttuoyears, WdtAe fmctth6tth0y hwe contracts covering t&full 

productim capacity for their principal pmducts for at 166st a full ye8r 

in mdWnC6, ~6 cmstder their ability to perform to be beyond rruc%mblr 

do&t. 
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Rouomendatiau f f@O’ thllL you rrtboti88 th6 Division Of R~u 
. 

Hatrtials to aegotiatr a tminatfaa of Contract lo. AT(49-6)~9l.2 uith 

T6m68s66Cmpardiorr,eff&iv6 66 6ocm 66 prsLble, for l smnotto 

ucucf $1,200,000 m of Rnrch 31, 180 or P-P=ti=-tq lea* ff 

trtrtnated later. 

Caments~ The amwnts of the Controller on 76m66sec C~dlm~t offer 

Attmt I 
As stat& 
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