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INTERNATIONAL URANIUM CARTEL

THURSDAY, DECEMBER 8, 1977

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS,

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,
Sitting with the

NEW YORK STATE ASSEMBLY,
STANDING COMMITTEE ON CORPORATIONS,

AUTHORITIES, AND COMMISSIONS,
New York, N .Y .

The subcommittee met, pursuant to notice, at 10 a.m., in the Great
Hall, New York Chamber of Commerce and Industry Building, Hon.
Albert Gore, Jr., presiding. [Hon. John E. Moss, chairman].
Mr. GORE. The subcommittee will be in order.
The Subcommittee on Oversight and Investigations began its inves-

tigations into the possible existence of an international uranium
producers' cartel in the summer of 1976, when a group of purloined
Australian documents surfaced in California.

Since then, at the direction of our chairman, John Moss of Cali-
fornia, we have pursued the cartel's existence from a bare possibility
to an inescapable reality.
In the process we have held five sets of hearings. Notable among

those were hearings in June of this year in Washington, in conjunc-
tion with the New York State Assembly's Standing Committee on
Corporations and its Office of Legislative Oversight and Analysis.
On behalf of my colleagues, and especially Chairman Moss, we are

happy today to once again join Assemblymen G. Oliver Koppell and
L. Stephen Riford and the staff of the State assembly's oversight
office for this unique joint effort. Mr. William F. Haddad is the
director of the Office of Legislative Oversight and Analysis, New
York State Assembly, and Mr. David Langdon is a staff member of
the Office of Legislative Oversight and Analysis.
Evidence in the record thus far has established in considerable detail

the inception and ongoing operation of the cartel.
I might add that the record that we have compiled so far is avail-

able to the public. It has been printed as a committee document.'
In 1971, the Canadian Government was approached by representa-

tives of a private London-based conglomerate, Rio Tinto Zinc, or RTZ
as it is known, about forming a cartel to control uranium markets.
At that time uranium was selling for approximately $5 a pound,

and because of new discoveries and healthy competition, threatening

1 "International Uranium Cartel," vol. 1, hearings before the Subcommittee on Oversight
and Investigations, Committee on Interstate and Foreign Commerce, 95th Congress, May 2,
June 10, 16, and 17; and August 15, 1977—Serial No. 95-39.
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to sink lower still. For a world demand for about 26,000 tons in
1971, there stood ready 100,000 tons of supply. A free market, of
course, would have cured that imbalance in time. But nothing like a
free market was allowed to operate.
In 1972, secret meetings were held in Paris, and later Johnannes-

burg, among producer representatives of Canada, Australia, South
Africa, France, and RTZ, resulting in a fullblown classic cartel that
effectively fixed prices, rigged bids, and allocated markets.
The cartel was well organized indeed. It established a secretariat in

Paris, policy and operations committees, a budget covered by dues
from its members, and a method for punishing violators of the cartel's
directives.
Bids to purchasing utilities were rigged with precision, with a

designated fixed-price leader and a prearranged runner-up fixed-price
follower, to create the deceptive appearance of competition. And it
worked well for about 3 years. That much is no longer an issue.
But the debate over the legal implications of the cartel's formation

goes on. How did the members get around antitrust laws? Or, more
correctly, will they get around antitrust laws?
The argument proffered by Gulf Oil, a cartel participant, has it

that Gulf's membership was compelled by the Canadian Government,
and that in any event there was no economic impact on domestic
American commerce, or for that matter, Canadian commerce. Canada,
it should be noted, has its own antitrust laws known as combines laws.
We will be reexamining those questions today, but with a healthy

skepticism born of our already voluminous record. In hearings of this
subcommittee in Tennessee in August, we learned of direct impact on
American commerce.
Shortly after those hearings, the Tennessee Valley Authority felt

strongly enough about the evidence revealed to date to file suit against
13 cartel members. TVA, of course, had the misfortune of purchasing
some 20 million pounds of uranium from three cartel members.
The reactions to antitrust dangers among uranium producers

throughout the world were by no means uniform. They ranged from
outright refusal to participate for fear of breaking a criminal law,
to wholehearted adoption of the cartel's objectives and practices.
One company here in the United States, Getty Oil, was a would-be

member until its lawyers overruled the wishes of others in the com-
pany, because of American antitrust laws. We will hear this morning
from two representatives of that company, Mr. McCabe and Mr.
Muessig.
The legal opinions in vogue at Gulf Oil were startlingly different.

Back in June, the subcommittee and the New York State Assembly,
in joint hearings, heard that when Gulf determined to join the cartel,
it relied chiefly on the legal opinion of one man, Mr. Roy D.
Jackson, Jr.
We heard as well that Mr. Jackson had recommended that a pres-

entation in the form of a white paper on the cartel be submitted to
appropriate Federal authorities for approval, a plan which latet was
inexplicably abandoned. Mr. Jackson is with us today.
Part of the white paper was to be an economic impact statement,

prepared by Mr. M. W. Ramsey, who is with us today for the second
time.
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We also welcome for a second time Mr. S. A. Zagnoli, who, as
executive vice president of Gulf Minerals Resource Co. and its
Canadian subsidiary, Gulf Minerals Canada, Ltd., had the line au-
thority for Gulf's uranium activities in Canada.

Finally, we welcome a very senior Gulf official to these hearings,
Mr. Edward B. Walker. Mr. Walker, we hope, will be able to tell us
things Mr. Jerry McAfee, Gulf's chief executive officer, was unable
to last June. Mr. McAfee, after all, was not directly involved in the
company's uranium dealings in Canada. Mr. Walker was.
I should state for the record that by agreement with the witnesses

and the New York State Assembly, we are operating today under the
Rules of the House of Representatives, which are nearly the same as
those of the State assembly.
I would like to recognize now the New York State assemblyman,

Oliver Koppell, for his statement.
Mr. KOPPELL. Thank you, Congressman.
When we began these hearings, there was widespread skepticism

that a cartel existed to control world prices of uranium. As a result
of these hearings, which arose out of investigations of the New York
State Assembly and of the Congress, there is no doubt that producers
and governments on four continents met secretly to divide up the
world market and to fix prices.
There is no longer any doubt that the Gulf Oil Co. participated in

the cartel and that other U.S. companies were aware of its existence.
Getty Oil, for example, was privy to the development and the opera-
tions of the cartel.
There is also no longer any doubt that, under the unique process

which controls energy prices, the consumer in New York State has
paid—and will continue to pay—the costs or increased costs generated
by the cartel.

Increased energy costs are passed down the interlocki4g chain of
energy corporations and end up in the bills of New York State's
industrial and family consumers.
When the cartel began, uranium could be purchased for under $5

a pound. Only a few years later, today, the prices are over $40 a,
pound. These increases, over the short run, will cost New York con-
sumers almost $1 billion.
The New York State interest in this subject grew out of the assem-

bly's creation of a task force on natural gas to monitor the impact of
rising prices of natural gas on industries and families. Quickly,
because of information developed through those hearings, the interest
of the New York Assembly turned to uranium and uranium pricing.

It should be remembered that we were sold on atomic energy plants
to produce electricity because, it was said, nuclear energy was inex-
pensive, efficient, and in ready supply. For these reasons, large capital
construction costs for plants were rationalized. New York State per-
mitted the construction and continues to do so, notwithstanding the
fact that some of the reasons for the initial approval are no longer
the case, in part due to the activities of the uranium pricing cartel.
The cartel has, in fact, brought into serious question the advisability

of constructing new atomic facilities. This question will be addressed
this year by the New York State legislature in its hearings over the
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continuation of approval of siting of nuclear generating facilities
under article 8 of our public service Law.
President Carter has addressed the problems of windfall profits of

the oil and gas industries. Today, from Getty and Gulf, documents
obtained through subpena, we will learn precisely how large windfall
profits are, and attempt to learn whether there is anything that we or
the National Legislature can do about it.
It is clear from the reading of documents that I reviewed prior to

this hearing that uranium producers not only abandoning competi-
tion, but escalating their unfirm prices in tandem with rising oil
prices, aimed for one-price energy policy pegged not to production
costs, but, in fact, to a partially self-induced crisis.
New York does not, of course, have the power to compel divestiture

of the oil companies of competing fuel sources that they control—a
course that has been recommended by a majority of the members of
the natural gas task force—nor do we have the power to curb the
predatory actions of multinational corporations.
What if, for example, Gulf's arguments hold, and are, in fact,

sustained, and it is judged that they did not violate U.S. antitrust
laws because of their multinational status and the presumed require-
ments to follow foreign law? Would current laws then permit U.S.
corporations to engage in price fixing overseas, or to join with others
in dividing up world energy markets?
New York does have the ability, however, to let the Congress know

how we feel and to do so in the most effective manner, by working
together with this congressional committee to bring about change.
It is unique for the assembly of the State of New York to work

with the Congress, and, of course, it is unique for the Congress to
come and work with us. We believe that in this instance the partner-
ship has been profitable for both parties, enabling each with somewhat
limited resources to carry forward.
Our speaker, Stanley Steingut, has asked me to covey his welcome

to the Congressmen who are here today. I hope we will continue to
cooperate ultimately to the benefit of the consumers in New York
State and in the Nation.
Thank you.
Mr. GORE. Thank you, Assemblyman Koppell.
The cooperation indeed has been very helpful in uncovering a lot of

information.
We welcome also Assemblyman L. Stephen Riford and we are glad

to have you with us again today.
Congress Tom Luken is recognized for any remarks that he would

care to make.
Mr. LUKEN. Mr. Chairman, I would like to observe that this is a

subcommittee of the Interstate and Foreign Commerce Committee
and for those not familiar with the committee it is one of the busiest,
if not the busiest, committee in the House of Representatives. That is
by way of introducing the fact that I have been unable to attend many
of the previous hearings because of conflicts with other subcommittees.
But I would like to say this. In reviewing some of this material,

I can see that Chairman Moss has done his usual outstanding job.
I extend my congratulations to the chairman and to Mr. Gore and

•
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Mr. Walgren they have done up to the present time in exposing what
amounts to scandalous matters and are vital matters to the whole
country.
Thank you, Mr. Chairman.
Mr. GORE. Thank you.
Congressman Walgren ?
Mr. WALGREN. I will defer for the moment.
Mr. GORE. That is fine.
As I said at the outset, the members of the cartel came from

Canada, Australia, South Africa, France, and Great Britain.
This morning we have two American companies with us, that is,

representatives of two American companies. I would like to call first
Mr. John McCabe and Dr. Siegfried Muessig from the Getty Oil Co.
Gentlemen, if you would please, approach the witness table and be

sworn, we would appreciate it.
Would you raise your right hand?
Do you swear to tell the truth, the whole truth, and nothing but the

truth, so help you God?
Mr. MCCABE. I do.
Mr. MUESSIG. I do.
Mr. GORE. Would you state your name for the record?
Mr. BALL. Mr. Chairman, I am Mr. Ball. I represent Mr. McCabe.

At this time we would like to invoke rule 11 and exclude television
and cameras.
Mr. GORE. Mr. Ball has invoked, on behalf of the Getty Oil wit-

nesses, rule 11 of the House, which does afford witnesses the protec-
tion of the opportunity to exclude or to shut off cameras and like live
microphones.
I would like to add a personal note. I think the rule ought to be

changed. I think the American people deserve access to information
about matters such as this through the electronic media as well as
through the notes of print journalism.

Nevertheless, I am constrained under the present House rules to
honor your request and ask that all live cameras be turned off and all
live microphones be shut off and that only the print journalist be
allowed to make a record of these proceedings.
[The television cameras were excluded.]
Mr. GORE. Would you state to the official reporter your names and

your positions?

TESTIMONY OF JOHN McCABE, VICE PRESIDENT AND DIRECTOR,

GETTY OIL CO., AND GENERAL MANAGER, SOUTHERN EXPLORA-

TION AND PRODUCTION DIVISION; AND SIEGFRIED MUESSIG,

MANAGER, MINERALS EXPLORATION

Mr. MCCABE. My name is John McCabe. I am a vice president and
director of Getty Oil Co. I am also general manager of our Southern
Exploration and Production Division in Houston, Tex.
Mr. MUESSIG. I am Siegfried Muessig. I am the exploration manager

for the company.
Mr. GORE. Thank you, very much.
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I would like to recognize for questioning Mr. William Haddad,
director of the assembly Office of Oversight.
Mr. HADDAD. Dr. Muessig, in order to save time I would like to

establish the relationship of the Getty Oil Co. and the Getty Develop-
ment Co. and Continental in Australia and the various individuals
whose names will be mentioned today.
As I understand it, the Getty Development Co. was established in

early 1971 for exploration in Australia; is that correct?
Mr. MITESSIG. That is correct.
Mr. HADDAD. It is a Delaware corporation?
Mr. MUESSIG. It is the Getty Oil Development Co. It is a Delaware

corporation.
Mr. HADDAD. What is your relationship?
Mr. MUESSIG. I am president of that company.
Mr. HADDAD. Do you have an office in Sydney run by Paul Riddell?
Mr. MUESSIG. Yes; we do.
Mr. HADDAD. To whom does he report?
Mr. MITESSIG. He reports to me.
Mr. HADDAD. Are you involved in a joint venture with Pancon-

tinental in Australia?
Mr. MUESSIG. Yes.
Mr. HADDAD. Could you give us in brief the relationship between

Pancontinental and yourself?
Mr. MUESSIG. The joint venture is between Getty Oil Development

Co. and Pancontinental Oil Co. It is a normal joint venture.
Mr. HADDAD. Is it 65 to 35 or what? What is the percentage of the

relationship and who has management?
Mr. MUESSIG. Pancontinental has 65 percent and Getty Oil Develop-

ment has 35 percent. Pancontinental manages.
Mr. HADDAD. And Mr. Grey is the director or president?
Mr. MUESSIG. Mr. A. J. Grey is the chairman of Pancontinental

Mining.
Mr. HADDAD. Whom does he report to?
Mr. MITESSIG. To his shareholders.
Mr. HADDAD. What is Mr. Riddell's relationship to Mr. Grey?
Mr. MUESSIG. There is none.
Mr. HADDAD. And your relationship to Mr. Grey?
Mr. MUESSIG. There is none.
Mr. HADDAD. In other words, it is your contention that Pancon-

tinental operates as a free entity in a joint venture?
Mr. MUESSIG. That is correct.
Mr. HADDAD. With no direction or control from Getty Oil Develop-

ment Corp.?
Mr. MITESSIG. We have a business relationship with Pancontinental

and we have responsibilities as do they, under our agreement.
Mr. HADDAD. Did you put up all the money, that is 100 percent of

the money, for Pancontinental, that is, did you finance it entirely?
Mr. MUESSIG. No.
Mr. HADDAD. What was the relationship in the financing between

Getty Oil Development and Pancontinental?
Mr. MITESSIG. Under our agreement we were required to spend 100

percent of the funds up to the first $1 million that we spent for

•
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exploration. After that time the two parties spent money in the
proportionate interest of 65 to 35.
At the time when we determined jointly that a discovery had been

made, Getty Oil is required under the contract to put up funds until
such time as Pancontinental can, that is, the words are "can or can
be reasonably expected" to get its own financing.
Mr. HADDAD. Did there come a time when you became aware of the

Australian Uranium Producers' Forum?
Mr. MITESSIG. Yes.
Mr. HADDAD. When was that?
Mr. MITESSIG. I cannot tell you exactly, Mr. Haddad. Probably

sometime in 1973 or so.
Mr. HADDAD. What was your understanding of that organization?

Mr. MITESSIG. My understanding was that it was a producers group

in Australia whose main purpose was public relations. A concerted

effort was made to get from the Australian Government title to the
properties, which none of us had.
It was a medium whereby the producers spoke to the Government.

That is the main medium we had.
Mr. HADDAD. Did that forum have any relationship with any other

international organization?
Mr. Mi3ESSIG. We found out subsequently yes, that it did.
Mr. HADDAD. When did you find that out?
Mr. MTJESSIG. In 1974.
MT. HADDAD. What did you find out?
Mr. MITESSIG. We found out they were members of the international

group.
MT. HADDAD. The club?
Mr. MIIESSIG. Yes.
Mr. HADDAD. What was the club, in your mind, at that time? What

did you learn about the club? What did the club do?
Mr. MTJESSIG. In 1974, that is, in September 1974, I found out that

there are a group of countries and producers who had meetings

regularly. They had a system whereby prices were set and markets

allocated.
Mr. HADDAD. I would like to show you a document. It is the Office

of Legislative Oversight and Analysis Document No. 18.

It is a letter to you dated September 11, 1974, from Mr. G. A.

Mackay, chairman, Australian Uranium Producers Forum.

Mr. GORE. Without objection, that document will be inserted into

the record at this point.
[The document referred to follows :]
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September 11, 1974

Or S. Muessig,
'Getty Oil Ccmpany,
3810 W.:shire Soulevard,
LOS A:!7:17L:S C.1:k 9'2010 
U.S.A.

Dear Sig,

Ith PLOCP
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PL 74

?ursuent to our telephane conversatten today, :
think it would be molt desirable for Getty to jotn the
Australian Uranium ?reducers' Ferum. :he Form= is an unincorp-
orated association in Austrolia of all the potential uranium
producers, save and except for Mary Kathleen end the Lake Fre:re
joint venture. In its capacity of representing Australia the
Forum is also a member of SZ.F.U, the incernacienal uranium
preducers 1 club. smau =lstsz3 of South Africa, Canada, France,
Australia and =7. and purports to act for and on behalf of the
uranium iodustry in the western world outside of. the U.S.A.

1: brought up the ouestien of Getty's membership Sr
the last AU?1, meacing. :ha Chairman stacee that if Getty sent
a icttcr quoarInr:emterthit :hat tt would.be discussed by
the Fcrum. : think that t: would be In order, sub;ec: to your
domestic Legel reoutrements Dein; satisfiad.and your decistan
to cook memeerehie, :ha: you write a latter. to :he Forum indicating
your willingnees so join. Panconcinencol would be most pleased
Co recommend highly CO 7.41C FOLU= :hat ycu eecoma a member.

The person to urtza to

Mr G.A. Mackay
Chairman
Auetralian Urtnium Producers' Ferum
Cl- Zlectrolytio Zino Cc:at:any of

AustrAlaeia
390 Lansdale Street
:11Lzan= 2001 AUST7ALIA

/ enclose for your information a ceey Of 4 lecter
froa Mr Mackay to me ouciinin7, che d'Incricns of :hc AU?7, cogecher
with a dref: copy o the Constitution. : would aooreciace if you
would keep both - documents in the strictest ccnfidence.

AJC/ej

1

2,est regards,

iz;:ent.  *F\L1 OCCCC
,r1 • 7.

&to& C P.,
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Mr. A.!. Grey,
Chairman and Martagir.q ITirecter,

PancontL-.ental M.Irting

6th Floor,
40/20 Clarence Street,

S'!7..NTY, N.S.W. .2000

Dear Mr. Grey,

•06.1,C0(0 orryCV.

100 ...0.110414.0 ir•M,

sa.00140.., A001,..,4•,j130$

26th lune, 174.
GAM:S

ASLLN77.ANTr.17M. 

Thar.k you for your letter of 24th May, 1374, front

which I was pleased to note you: 'interest In the Australian

Uranium. Productra erurn. You: application for :it:erne:dn.:a

was ccnciriarett b7 the Tcram at the meeting held on 21st May.

The object of the Forum la to jitavide artoppomunity

for all significant potential Australian uraniuct producers to

diccuss_ ;natters of c---cn intare.st and to provide a mechaniz
m

whereby the =ember:, can present a unified and industry-b
ased

point  of view. We believe that we may still have an caT:ortunity,

and certainly have a duty, to centribute to the orderly and

rational development oi the urzniura Industry, both nationally 
and

internationally. We have seen Panccntiner.tal develop in:a a

position of majar significance LI the Nomhem Territory urer.iur
n area.

As a consequence, the Scrim has asked me :a 1.-.vita you to

become a mernber of A.U.P.2.

For your lr.for:nation„ I give below acme of the 
salient

points conc.inting :he Forum; -
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(a) The Forum is an Info:m..11 body ar,t1 relies on the
understanding, goodwill. and co-operation of Its

. memhers.

(b). ;kJ:hough the Forim is asser.tially Li:formal, each
member i.s requested to accept the Consz:.tutIon,
a copy of which Is atoned. You will be
requested to indicate to the Forum your aczeptance
of the Constitution by signing and returning the copy
of the. Cor.sziz.ition attached to thi.s letter.

(c) It has been agreed that all costs will be shared
equally by Forum memzers. The 'Forum Is currently
operating on an annual budge: -of $42,000. • '
Pancontinental's snare of thi.s would be one-sixth.

(d). The Forum is an active supporter of the international
Club. Membership of'SF.:17; (the Club) is based on
a national representation and Includes the math world
producers outside • the U.S.A.

(e) Under the "Club" rules each natior.al group Is given
the opportunity of meeting a pre-determined s;:arl ci
the total nor.-U.S. world :market. These quotas are
agreed to by the members ar.d every effort is made to
fil.l .the quota. allocatior.s evenly. =tie woritad well
In the oast; but has become rather academic Intoday:s
market cor.rlizicas.

(I) The "Cluh" Secretary is located in ?arts. The Club
consists of a "Policy Committee" and an "Coeratthg .
Committee. The Chairman of the Forirn is the official
Australian spokesman on the Policy Co--iittee, but all
members of A.U.2.F. are invited to attend "Pelloy"
meetings which are held once or twica a year. The
"Cperating Committee" 'consists of eleven: two each
from the national groups and the Secretary.

Australia's ref.:resents:Ives on the Cperating Committee
at present are 2arry Lloyd and Peter Stork.
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(g)

17.?"

(h)

11

2arry Lloyd is the Secretary of A.T..7.?.7. and is'
responsible fcr the co-crtir.ation and distribution
of communications both here Aus:rzlia and with
the Club la Paris.

LI addition to the market intelliger.co flvering through
the Cl, it has been .dacidod to asto:olish a public
body to be known as the Uranium. Institute. :he
Uranium L-istiv.:te wii provide a forum for all those
interested in the nuclear fuel cycle and ....rill provide
an opportur.ity fcr the industry • to undertake more
research into the future sunply/demar.d picture and
the long terra .trer.d.s in the industry.

/ hope that the above will give you a brief Insight
into the wokings of the Fcrum. We look fornrard to your
active participation and we feel sure that your view's will be
of great ber.efit.

?lease let rr.e know If I can be cf a.ny further help.

Yours sincerely,

GA, 

AUSALN :' ?".C17.7.7C717".13'
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c3:1=717s 

1. To act as a co-ordinatin body for tho Austs..%1!an •
uranium industry as a whole in discussions with, 07
reproscntations to, 7aricus Australian Covcr=en:
nopartmonts 07 AUZ1107iZiCS conceracd with the
industry.

. 2. To perform a similar Cunction to (1) above in relation
to discussions with particinants in thc in:or-national
and Australian uranium industrics.

3. Ccncrally to promote :hc devolopmont of a vta;:le
Australian uranium mining industry and tho into:thanea
oe uranium production, supoly-domand and other
statistical data on a world basis.

  VC77C 71TiTS 

- 4. The membership shall comprise tho following Companies
and any additional Companics admittod to MCC.0C7S
porsunnt to Clause' S horadf, cach of which shall ha7o
equal voting rights :

Blectrolytic Zinc Company of Australasia Limited

Noranda Australia limited

Poke Minos Linited

Quconsland Minos Limited

Western Mining Corporation. Limitcd,

S. Thc Forum may invito othcr Australian-based Cem.ion ;

considorcd to havc. potontial for sflcin: uraniu.::

production from domestic rccurccs to becomc ,
ad thc Forum, 

i
1

ORCANISATICN 

6. Thc 7crum shall operntc th:nuh a Gcn,srnl Cot..
ccm9risinl ROt morc rupvcson:::::vcs

pach or thc Thcre sh:;11 !)..a a

and Dc2uty C:lail.man of the .,-,cncl•al
incrabcrs 5c a: Ord!nary
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1. To act as a co-ordinating body for tho Austl.alan •
uranium industry as a wholo in discussions with, or
roprosontations to, various Australian Cove.:pment
Dopartmonts or Auzhoritios concernod with tho
industry.

. 2. To perform a similar function to (1) abc7c in relation
to discussions with participants in thc intornational
and Australian uranium industrics,

S. Goncrally to 'promo::: tho dovolopmont o aviahlo
Australian uranium minin17 industry and tho into:ch.:Ingo
of uranium production, supply-donand and othor
statistical data on a world.

MEY22nSHI? AND VOTING OTS 

• 4. The membership sh,all compriso the following Companio:
and any additional Companics admiztod to nomborthip
porsuant to CI:usu.' S horocf, ocon of which s;lall havo
oqual votiaz ri;h:s :

Bloctrolytic Zinc Company of AustraZasia Limited

Noranda Australia Limited

Pcko Mines Limitod

Quconsland Minos Limitod

Western Minin; Corporation Limitcd,

S. Thc or may invito othor Australion-basod Cenien

considorod to have. potontial :or siznificant
production from domestic resourcos to bocomc mo,ahors

of the Forum,

ORCANISATION 

G. The 7orwm shall opor:ttc thrnu,h aGc..wrn1 Comt
7ca

comprising not morp than to roprcson::::h•cs

pach o; inc Ncoc Campnaic.3. Thcre s!:::11 5p

and Dc2uty Clairm:la of thc to.:

mcral)crs thercQf a: Onlinar;

4:

iee
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7. The !4cmber Ccmpancs shall nominate one o: their
representatives on the General Committee as Senior
Representative and all o: the Senior R::presenta7...vcs
shall comprise an EN:OCU:iVO Ccr-4 7.:CCwo Sh:11 frOa.
tiMC to tiMC MCC: to CIC: office cerers of the
General. CCMMitTCC and shal/ also meet when necessary
for important "ad hoc" or policy discussions. A
;.:cmber Company may appoint an alternate for any
Senior Raprosent.Ltive.

S. The Chairman and Deputy Chairman shall be elected
evcry two years by :ha Executive Ce=ittee.

9. The two perscns holding the posts of Chairman and
r)cputy Chairman cencurrently shall nc: heleng to
the same Member Company or Joint Venture.

10. • In high level discu4sions on behalf of the 7orum with
any Commonwealth Government 1Jcpartment or Authority
(say at the Minister, SCO72:Cry or Ce--isSioner level)
at least r.•,,o of thc following. porsens, namely the
Chairman, Deputy Chairman or another Memeer of the
Executive Committee shall attead together.

*11. A Representative and Deputy Representative slmt.11 be
appointed to attend the Operating Commie:cc meetings
of the tntdrnational Uranium 7reeucers Association.

'In the event of a SCC7CZA:7 cc o o heir.; appointed
under Clause 14 then such Secretary shall automatically
become the Representative cc the Operating Committee
and the Deputy Representative shall ...)c appointed for
a period of two years. La the even: of the For=
failing to appoint a Secretary cc officio then the
Representative and the Deputy Representative shall be
elected for a two year period provided, however, that
the first elected Deputy Representative shall he:d
office for one year only. Thereafter the Deputy
Representative shall be elected every two years in
similar fashion to the Representative.

12. 'In the event of a Secretary cc: officio nct %‘cing appoin:c
thert each of the Representatives and Deputy Representativl
to the Operating Committec shall assume the role of 7orum
Secretary for a period o: one year. This shall eccur.
during the second year of -their two-year tort, exaept in
the case of :he first elected Deputy Representative W:IQR
it shall Occur it his one year term.

26-608 0 - 78 - 2
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13. Thu Forum Sccrczary's rosponsibilitios shall include :

(I) handling oF all accassary arrnorstmcnts :orForum noctins ia cullahoration with the
Chairman and/or :optic). Chairman;

•
(ii) "proparation o: al:cnda and summarised discussionnotes for each Forum mooting. and

(iii) liaison with chc :ntarnational Uranium ProduccrsAssociation as nacassary oad distribution o: all •written communications and other ralavant. :data to Membcr Companics,

14. The Excautive Committcc may appoint a Secretary cx offici:for a period of onc year or such longer period as may.be agreed. Such Secretary aced not be a roproscatativeof a Member Company.

MEETINGS 

15. Meetings of the General CC.MMitt.22 shall be known as
"rorum Meetinrs" and shall be held at such times as •
Tiac Member Companics determine.

16. 'Meetings shall be hold, providad that it is convcnicnt
im rotation at the offices at .he various Mamba: Comp.:

—REIN5t:7S=7 07 EY.7END:7= 

..l7. The Secretary shall arrange for (a) the transmittal to
Member Companics on a quarterly basis, invoiccs cevcria
rcimburscmcnt :or out-of-pock::: ox?cnditure, such 1S
attendance at overseas mcetings, ncssales and
postalle, incurred by :..ny on: or More of :he :4cm'ior
Companics, and (b) Laancial contributions arisinr, crom
the Forum's participation in thc lazernatic,aal Uranium
Producers' Association, as authoriscd by the Forum.

•

la. Exponscs shall be shared equally between all Mcm'ocr
Co iepa:iios Sy agracmcnt• :be allocation co: exnen:,cs

,may be chaagcd a: a latcr da,.e to a di::crant
which nzz, or exampla, 7C17.:ad to ctual
ton!iaes achicved.
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ANW.NTINTS 70 CT:S7777.77=

-Tic Constitution mny be amondcd by rl,zolution riassed
by Member Com!lcnies, cc h cnti:led onc 70C::
only, ottendina a meetihc at w!lich cll Com7anics arc.
represented and at wnizh.nc.mcrc -.!lan cat: disscn:inc
vote is recorded against the resolution.

RELZAS1: 07 TN7CnNATTON

20. The release off inifornntion about 7orum af!airs
shall, unless the individual m=ber is obliged by
law to make disclosure, be 'ay the Forum itsal:: and
not by an individual member.

• Dated this * day o1074

Signed on behalf of ?'ANCC:1"::::=7.-%Z. MNINC =4=
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Mr. HADDAD. Are you familiar with that document?
[Witness examines document.]
Mr. MUESSIG. I am familiar with this document. It is not a letter

to me from Mr. Mackay.
What I have in front of me—it is to me from Mr. Grey.
Mr. HADDAD. Attached to it is a memo, a letter to Mr. Grey from

Mr. Mackay. I stand corrected.
Did there come a time—I would like you to keep that document in

front of you.
Did there come a time when the Getty Oil Co. desired to participate

in the Australian Forum?
Mr. MITESSIG. Yes; that is correct.
Mr. HADDAD. Why?
Mr. MIJESSIG. For the reasons I have mentioned previously. The

Forum was a voice that we felt could speak most effectively to the
Government in the whole areas of trying to get the industry off the
ground and to try to get title. We had no title. That is an important
thing in all the industry.
Mr. HADDAD. Was that the only reason?
Mr. MITESSIG. That was the only reason that we were interested in,

yes.
Mr. HADDAD. Did not the Forum through its participation in the

club, participate in the allocation of world quotas, as well as quotas
within Australia and that some of your competitors had more than
one member of the board of the forum and that you thought that
with Pancontinental on the board that they were not as effectively
represented and that you could be there and you could get your piece
of the action?
Mr. MITESSIG. That is such a complex question. Break it up.
Mr. HADDAD. Let us refer to page 2 in the Grey, I mean, the Mackay

letter. I address your attention to paragraph ( e) :
"Under the 'Club' rules. . ."—and this is coming from the chairman

of the forum and it is coming to your president, that is, the president
of your joint venture company and being sent to you—"Under the
'Club' rules each national group is given the opportunity of meeting a
predetermined share of the total non-U.S. world market. These quotas
are agreed to by the members and every effort is made to fill the quota
allocations evenly. This worked well in the past, but has become rather
academic in today's market conditions."
I would like to refer you now to the next paragraph, paragraph (f) :
The "Club" Secretary is located in Paris. The club consists of a "Policy Com-

mittee" and an "Operating Committee.- The chairman of the Forum is the official
Australian spokesman on the Policy Committee, but all members of AUPF are
invited to attend policy meetings which are held once or twice a year. The
"Operating Committee" consists of eleven: two each from the national groups
and the Secretary.

In other words, from our reading here and from the documents
we have from the Gulf Oil Co., the club set world quotas so that they
were consistent with world demand. At the outset there were 100,000
tons of uranium available and a demand for only 26,000 tons until
approximately 1977.
The club set about to reduce world quotas and to raise world prices,

so that you got less uranium at higher prices.
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The way the club worked was that each country was allocated a

portion of the quota. Australia's quota was allocated to the Forum

and then within the forum they picked who would sell what amount

of uranium.
Is that your understanding of how the forum and the club worked?

Mr. MIIESSIG. I only know what I have read here.
Mr. HADDAD. Did you believe at the time that this was the way the

club and the forum worked?
Mr. MUESSIG. I did not give it much thought because we were not

members. We were not interested in being members. I have testified

previously that we felt it was nonsense. I did not give it very much

thought, nor did the company.
Mr. GORE. If counsel would yield briefly, Mr. Muessig, your name is

on several of the documents that we have been looking at in prepara-

tion of this meeting. Perhaps you could shed a little more light on this

than Mr. McCabe can.
Let me direct your attention to Document No. 6 and it will be placed

in the record, without objection.
[The document referred to follows:]
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Mr. GORE. I would like the witness to be given Document No. 6.
[Witness examines document.]
Mr. GORE. This appears to me to be a telex from you to Mr. Riddell,

the operating officer in Australia with Pancontinental. You say
"Please write Grey with copy to me that in future no expenditure will
be paid unless previously approved by you in writing."
Is that correct?
Mr. 111IIESSIG. Yes.
Mr. GORE. Does that indicate a large degree of control by Getty overPancontinental's decisions?
Mr. MuEssm. No; I would not say that does. Under our agreement,

Getty Oil has the responsibility for approving moneys that are spent.
I am not sure at what stage in our joint venture we were in 1974. Ithink we were still putting up all the money, but I would have to lookat the record to be sure.
It is no different from any of our joint ventures that we have.
Mr. GORE. But at any rate you sought to assert veto power over

any expenditures by Pancontinental; is that correct?
Mr. MUESSIG. I have stated in this telex that we wanted it provenin writing.
Mr. HADDAD. That seems to be a little bit in contrast with what yousaid earlier when I was trying to establish the management control ofthe Getty Oil Development Co. and Pancontinental.
It would seem that you were into management decisions relativelydeeply if you controlled expenditures.
Mr. MIJESSIG. I do not think that is inconsistent. Our operatingagreement, which is basically no different from any that we have withother joint venture partners, calls for certain responsibilities. As longas we were spending the money, then we had to approve of those funds.Mr. HADDAD. How deep did this approval go? Was it major orminor expenditures or what?
Mr. MIIESSIG. You would have to have some records. We had toapprove the budget.
Mr. HADDAD. Broad policy rather than intimate daily details?Mr. MITESSIG. There were no intimate daily details involved.Mr. HADDAD. I would like to show you a document, OLOA No. 34,a letter to you from Mr. Grey dated May 6, 1976.
Would you look at that a moment and tell me what "Fuel Trac"services is?
[Witness examines document.]
Mr. GORE. Without objection, that document will appear in therecord at this point.
[The document referred to follows :]
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PAI ;Ot.'s:TIr\IENTAL m 0 LOR *:39t-

ACM,NISTRATIC.'N orr.ai
I .5t,t LEVEL

No. YORK STREET

SYCNEY :OCO

May 6, 1976 ow'lle: 6-101-7

Dr S. Muessig,
Getty Oil Company,
3310 Wilshire Boulevard,
LOS ANGELES •
CALIFC7.NIA 90010 U.S .A..

Dear Sig,

I think it would be a good idea for us to
subscribe to the "Fuel Trac" services offered by
Nuclear Assurance Corporation. Peter Moore and
Peter Stork should have access particularly to the
computer print out data it provides. This will be
important for our initial discussions with the
Government but even more important in connection
with the actual marketiny in view of the fact that
the Australian Atomic Energy Commission has a data
.bank for marketing information. Since we will be in
an adversary stance to some extent, vis-a-vis the
AAEC and its views on market price, the joint venture
should have access to the best information available.

Would you kindly let no know whether you agree
that the joint venture should go ahead and take the
Fuel Trac services. I Would suggest that one sub-
scription wouid be sufficient and that the material
be xeroxed.

• I attach hereto a copy of the memorandum which
Peter Stcrk wrote recommending the subscription.

I would appreciate an early decision on this
.matter since Peter needs the print out data to assist
us in compiling our final marketing submission to the •
Department of National Resources. We propose to compile
our suhmission as soon as Peter Stork and Peter Moore
return from Europe at the end of May.

c.c. D. Carlos
P.R. Stork

Enclosure

Best regards,

o
rN,„1

_
1----

DEFENOX,173 (7( \
E.thibi;
Pop

0,11' )
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Mr. MUESSIG. As far as I know, "Fuel Trac" is a service which is
sold.
Mr. HADDAD. What does it cost? It is a trade magazine or a trade

.!service which sells for what, approximately $500 a year?
Mr. MUESSIG. I cannot answer that question.
Mr. HADDAD. Roughly, $1,000?
Mr. MUESSIG. I do not know what the services cost. We bought one

particular package, but what the regular service costs were, I cannot
tell you.
Mr. GORE. If counsel will yield again briefly, there are two threads

here. One is Getty's direct participation in the cartel in the United
States which as the records, I believe, will show, your lawyers consid-
ered and rejected.
The second is the participation through the Australian AIF by

Pancontinental.
In developing that second threat, it is important to know exactly

how much responsibility Getty, here in America, had over the deci-
sions made by Pancontinental.
This document that Mr. Haddad has just put into the record seems

to indicate that Pancontinental had to have your permission even to
buy a magazine.
Mr. MUESSIG. I do not think this is a magazine.
Mr. GORE. What is it? What is "Fuel Trac" services?
Mr. MUESSIG. We bought a package.
Mr. GORE. It refers to a subscription.
Go ahead; excuse me.
Mr. MUESSIG. We ended up buying the package that I think cost

$7,500.
Mr. HADDAD. Our information is that this particular expenditure

was a request for $500.
In fairness, the inconsistency, Doctor, is that at the outset you

established the independence of these corporations. We have a series
of documents that we have introduced and can introduce that shows,
in effect, you were in bed together and that Mr. Riddell did not do
anything without your permission. In fact, he was relegated to being
a lobbyist at a later point in the development.
Do you have any comment on that?
Mr. MUESSIG. I am not sure what you mean by "being in bed

together." We had a normal business relationship.
Mr. HADDAD. In which he did not move, that is, in which Pancon-

tinental did not move without Getty's direction, that is, Getty Oil
Development's direction.
Mr. MuEssiG. I cannot comment when you say that "Pancontinental

did not move." They moved quite freely.
Mr. HADDAD. They are asking you if they can subscribe to a service.

That is not a major budget annual policy decision. That is a minor
decision.
I do not want to harp on this.
Mr. MUESSIG. I do not remember why the request was made. This

sort of thing was, that is, if this represents a $500 expenditure, then
it did not normally come to us. I think there were some other con-
siderations in connection with "Fuel Trac."
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Mr. GORE. The witness will suspend briefly. The Chair is constrained
to enforce the rule even though the Chair disagrees with the rule.
The Chair is constrained to enforce the rule of banning cameras

from the hearing room because the witnesses have invoked rule 11.
The Chair would request that members of the news media with

cameras comply with the rule voluntarily so that we will not have to
enforce it with a representative of the sergeant at arms.
Pleased proceed.
Mr. HADDAD. I want to read into the record one paragraph, Mr.

Chairman. It is from the May 6, 1976, letter from Tony Riddell to
Dr. Muessig. It is addressed to him at the Getty Oil Co.:
Would you kindly let me know whether you agree that the joint venture

should go ahead and take the Fuel Trac services. I would suggest that one sub-
scription would be sufficient and that the material be xeroxed.

Throughout the documents that we have read, it would appear that
you and your agent, Mr. Riddell, really controlled Pancontinental's
movements and actions.
Now I would like to move to the second thread.
Would you, in your own words, describe to us so I do not have

to put a lot of documents in the record, your attempts to get into the
forum and through the forum into the cartel and let us know what
happened and why you did not get into the forum and through the
forum participate in the cartel?
Mr. ALUESSIG. We were not interested at the outset. I should say

that we were interested in getting into the forum. We were not
interested in getting into the cartel.
Mr. HADDAD. Let us clarify that.
Did you know that the forum was a member of the cartel? I do not

want to play word games. Did you know that the forum was a
member of the cartel? Yes or no?
Mr. MuEssio. When?
Mr. HADDAD. In 1974 when you received this document.
Mr. MuEssisa. This is the first time I knew about it, yes.
Mr. HADDAD. When did you start negotiating to get into the cartel,

into the club?
Mr. MUESSIG. I think the record shows sometime in 1974 we started

looking at the question of joining the AUPF. There were no negotia-
tions involved in this. Our partner urged us to join. We saw business
reasons for joining, which I have stated.
Mr. HADDAD. You saw business reasons for joining, and you tried to

get in; is that correct?
Mr. MUESSIG. That is correct; I saw business reasons for joining

the AUPF, but did not try to get in. We never tried to get in.
We never made application to join.
Mr. HADDAD. There is a whole series of documents from you and

Mr. Riddell back and forth saying, "Yes, we would like to get in."
Mr. MUESSIG. That is different from trying to get in. We never made

application to get in.
Mr. HADDAD. Why did you not make application to get in?
Mr. MUESSIG. Why did we not?
MT. HADDAD. Yes.
Mr. MUESSIG. We were advised, as a result of these papers we have

in front of us, that it was not proper for us to join.
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Mr. HADDAD. Would you expand on what you mean by 'not proper
for us to join"?
Mr. MUESSIG. Our legal counsel told us as a matter of policy that

we should not join.
Mr. HADDAD. What is that?
Mr. MUESSIG. On the basis of legal advice.
Mr. HADDAD. What was the legal advice; that you would be breaking

the Sherman antitrust law or what? Why did counsel tell you not to
join?
Mr. MUESSIG. It posed legal risks that we should not take. It is a

legal decision. I am not a lawyer.
Mr. HADDAD. Do you have that decision? Did you read the decision?
Mr. MUESSIG. Yes.
Mr. HADDAD. Did it talk about antitrust violations?
Mr. MUESSIG. Yes.
Mr. HADDAD. Criminal antitrust violations?
Mr. MUESSIG Yes.
Mr. HADDAD. Because the cartel was in operation and the forum was

a member of the cartel and that you would expose yourself unneces-
sarily to antitrust?
Mr. MUESSIG. That is correct.
Mr. HADDAD. Basically you did not get in because the lawyers said it

would break U.S. antitrust laws?
Mr. MUESSIG. Yes.
Mr. KOPPELL. When you say you did not get in, who were you

referring to?
Mr. MUESSIG. Getty Oil Co.
Mr. KOPPELL. But Pancontinental was a member of the forum; was

it not?
Mr. MUESSIG. That is correct.
Mr. KOPPELL. You were informed of the activities of Panconti-

nental; were you not?
Mr. MUESSIG. What kind of activities?
Mr. KOPPELL. All the activities.
Mr. MUESSIG. We have never been informed of all activities.
Mr. KOPPELL. Were you informed of the activities of Pancontinental

and its participation in the forum?
Mr. MUESSIG. Only insofar as the forum was the very important •

medium for pushing the business interests in Australia of the pro-
ducers, or would-be producers.
Mr. KOPPELL. You were aware in 1974, at least, that the forum was

a participant in the club or the cartel; is that right?
Mr. MUESSIG. We made that very clear. We became aware of that

with this letter that came from Tony Grey.
Mr. KOPPELL. After you became aware of that, did you request

further information from the Pancontinental joint venture in which
you participated as to the nature of what the cartel was doing at that
time?
MT. MUESSIG. NO.
Mr. KOPPELL. Did you ever receive documents with respect to

minutes or summary of minutes of the activities of the cartel?
Mr. MUESSIG. No.
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Mr. KOPPELL. Never?
Mr. MUESSIG. No.
Mr. KOPPELL. You never asked anybody working in Pancontinental,

that is, the joint venture that you were a minority interest in, that is,
you never asked them what they were doing when they met in London
or Paris or Johannesburg or wherever?
Mr. MUESSIG. I am not aware that they necessarily met. We have

never asked such questions.
Mr. KOPPELL. Y ou were never told by Pancontinental what prices

were established on the world market by the cartel?
Mr. MUESSIG. No.
Mr. KOPPELL. Thank you, Mr. Chairman.
Mr. HADDAD. That is a little hard to believe, obviously.
There was a second reason why you did not get into the cartel.

Would you like to explain that for us? Were you not blackballed by

the club? I am sorry, were you not blackballed by the forum?
The other powerful members of the forum exerted their influence

and you were told, just about this time, that you could not get in?

Mr. MUESSIG. I think the timing is important. We had made the

decision that we would not apply for membership. We found out, just

shortly afterwards 
Mr. HADDAD. A day or two later?
Mr. MUESSIG. Yes; I think that is right. You have the record.
Mr. HADDAD. The letters crossed in the mail; is that correct?

Mr. MUESSIG. I think that is correct, yes.
Mr. HADDAD. So within approximately a 48-hour time frame your

lawyers told you it would violate antitrust laws and the Australians

told you that you were blackballed; is that right?
Mr. MUESSIG. Sure.
Mr. HADDAD. It is your testimony that it was the antitrust decision

that kept Getty out of the cartel?
Mr. MUESSIG. The record is clear on that point. We received this

material from Mr. Grey, that is, the Mackay material, and when I

saw it I took it immediately to our counsel. Our counsel immediately,

the same day, reacted and told us no. That was it.
Mr. HADDAD. It was that clear a decision? It was that clear a

violation of the antitrust laws that within 24 hours they could tell

you?
Mr. MUESSIG. I am sorry.
Mr. HADDAD. It was such a clear violation of U.S. antitrust laws—

by clear violation I mean Getty's participation in the Forum which

was a member of the club.
It was such a clear violation that within 24 hours counsel told you

that you could not go in; is that correct?
Mr. MUESSIG. I cannot make a judgment as to how clear that was.

Our counsel's recommendation to us was very clear to me. We acted

accordingly.
Mr. HADDAD. It is your feeling that it was the last letter from

Mackay that did it?
Mr. MUESSIG. That is not my feeling. I reacted immediately and

took it to our counsel. Our counsel, the same day, said no. That was it.

Mr. HADDAD. All right.
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Subsequently, Pancontinental remained in the forum; is that cor-
rect?
Mr. MUESSIG. Yes; I think they are a member of the forum.
Mr. HADDAD. Did they keep you advised as to the forum's activities?
Mr. MUESSIG. Only insofar as the forum's activities involved dis-

cussions with the Australian Government and public relations work.
Mr. HADDAD. They did not inform you of the allocation given to

Australia or of the prices set by the cartel?
Mr. MITESSIG. Never.
Mr. HADDAD. I want to put into the record one other item. It is the

Office of Legislative Oversight and Analysis Document No. 23.
It is from Dr. Muessig to Mr. P. E. Carlton, who I believe was the

successor to Mr. McCabe. It is dated October 1, 1974.
Mr. GORE. Without objection, that document will be placed in the

record at this point.
[The document referred to follows

4ir

•
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•

October 1, 1974

Los Ancolos

10/8 COI'?: ;..Nat,-1 Y.S:
_

PC-c-

. •
r)-1 OCT - 274

OLOR Z3-

TO: MR. P. E. CAR.LTC:1

FROM: S. 111.1ESSIG

sua.racr: AUSTRALIA:: GOVB7.1-1.7Cla: lii?.?.::1.12.1 POLICY

••

2-

Itu,t

On September 26, Mr. Connor, the Australian Miniater Col: Minerals end

Energy, announced in Parliament that ho will recommend to the Cabinet 
that

the Australian AIC build and operate a uranium mill in the Northern 
Territory

having a capacity of 7 million pounds ClaC3 per year. Plant eenetructirn

would start soon with first yellowcake Production slated within 2-1/2 y2ors.

He will recommend that all U3Os sales be reds on A .govern,en, to government

basis and that the uranium export emOarso snould be kept on for at lecat the

next 2-1/2 years. He stated the: "due consideration will be given to the work

that has been eon:: by the reapective mining interacts."

Mr. 'Connor has given no amplification of his statement her hes he yet

been willing to meat with representatives of the induatry to explain his

proposed policy.
•

If we assume that his reference to the work of the companies, lmpl..les

on allocation of production based on present recor,es held by cempenie., we

eatimate that the Pancen/Gatty 5:12,1 of production would be at ',ha rate of

SOO to 9d0 tons of ore per day. A.auming further tUut our proUuteion
would cone from an open pit at Jabilukn One at 9CG tons a day, our annual
production would be in the order of 1.5 million pounds of yellowcake.

• It is not clear from Mr. Connor'. announcement whether the AA2C intendt
to buy the ore from the companies, prior to proceseing or whether it intends
.to toll mill the ore through the mill and allow tile cempanies to sell on the
open market. However, Connor stated in Parliament yesterday that he will not
accept the present royalty rates, which are 1.5!:.. The implication recd into
hit statement by Tony Grey is that Connor may be thinking or a moll mill with
increased royalty rates on the yellowcake.

The proposed rate ef production, 7 million lhc/year, considering that
Australian uranium reserves no, otand at about 600 mill:len peunda, is a drop
in the bucket, and I think it Can safely be as.umed that :hie rn:u.of pro-
duction - even if Government keepd full control - would be matcrinily
increased in the late '7C.c and early 'iC's. (Australian antioipated cumu-
lative demand threugh the year 2CCO is enrimated to be about 70 million pcunes.;

According to Mr. Gray of Pancon, the propoaed policy by Connor does
not require Parliamentary approval but doee require approval oy tee Leber
Cabinet and by Labor Caucus, which is made up 31' all the Labor members of
the Parliament. Prior to Coucua review, the proposal will bc reviewed by
the 11-man 2esource Committee of the Caucus, _several or whose members have
voiced dincent.

1, The Auatralian Urvnium Producer. Forum, mode up of all Australicn renerve
•holders except Pio Tinto, Getty Oil and 'lectern Nuclear, mac on Sepcemt,er 23.

• - PO01725

_
.ExtuDIr ; pLagrmrs
kserbi,.... • Exmaar

cR. iq' ! .Lir„,s,•6
!
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and will issue a press statement shortly. Additionally, the Forum has asked
for an urgent interview with Hr. Connor to seek amplification of his proposed
policy. In the meantime, the Forum is mounting a press campaign in which it
will attempt to characterize Connors policy as "nationalization" of the
industry. The thought is :hat if the policy can be so characterized, the
Labor Government might back off because of its extreme sensitivity to the
worsenina economic situation in Australia. Pert of the press campaign will
emphasize the economic benefits accruing to Australia from the early exploita-
tion of its uranium resources.

There is no we' of predicting now whether this proposed policy will beadopted by the Government. There has been strong reaction in the press
against it, but we have to recognize that the Government is Left-wing andinstituting such a policy is fully in keeping with some of its past state-
ments.

: However, according to one press report, there is a strong school Cf
thought within the Labor Party that would like to see far less direct
Government involvement in the industry with the Government's share cominginstead from much higher royalty rates, and a rapid rate of exploitaticn.

Our joint venture partner, through Tony Grey, has in the last :/CD yearsmade muny friends in the Australian financial end political communities, andamong representatives of the news media. We can take comfort in this end in, the fact that he has kept his fences well mended. He is now spendinc most
of his time in lobbying efforts and, I feel, doing a good political job forour joint venture.

I will keep you posted as new developments occur.

SM:jj

cc: Mr. J. C. Sample

•

4
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Mr. HADDAD. I draw your attention to the final paragraph.
This postdates your decision. This is about 1 month after you

decided not to get in; is that approximately right?
[Witness examines document.]
Mr. MUESSIG. Yes; it is 1974.
Mr. HADDAD. I will quote from it:
Our joint venture partner, through Tony Grey, has in the last two years made

many friends in the Australian financial and political communities, and among
representatives of the news media. We can take comfort in this and in the fact
that he has kept his fences well mended. He is now spending most of his time
in lobbying efforts and, I feel, doing a good political job for our joint venture.

When I referred to his role being that of a lobbyist rather than
a manager, it was that paragraph in the correspondence that I was
referencing.
Do you have any comment?
Mr. MUESSIG. I thought you previously said Mr. Riddell. You are

referring now to Tony Grey.
Mr. HADDAD. I am sorry.
Mr. MUESSIG. I have no comment on that. Three years ago that

represented my view. That was perfectly legitimate at that time in
the middle of the Labor government for our partner to take this
kind of a stand.
Again, I want to emphasize that we had no title. The government

was not giving us any approvals. The industry was languishing and
we had a considerable investment. Mr. Grey, as our partner, was
using all his efforts to try to get our venture off the ground.
Mr. HADDAD. What has troubled us in questioning of American

companies is that there seems to be a pattern of associated companies
of the cartel. You were in through Pancontinental, indirectly.
Mr. MUESSIG. We were not in the cartel.
Mr. HADDAD. You were not in the cartel in the literal sense, but

indirectly represented in the cartel. You are saying that the flow of
information did not come—when you are asked for permission to
subscribe to a magazine and you were that deep into financial affairs
it is difficult to believe you did not know what is going on politically.
I have other documents here which indicate the daily visits to the
political parties. You were deep into that.
Yet you did not get a word back on world prices and world quotas

and information about your quota within a quota. We call that
associated membership, indirect membership, a pattern for American
companies.
Thank you, Mr. Gore.
Mr. GORE. Were you disappointed when you could not join the

cartel?
Mr. MITESSIG. Yes, and you have the record on that. I had urged

that we join the AUPF. We are not talking about the cartel. We are
talking about the AUPF. I was disappointed for business reasons.
Mr. GORE. They were members of the cartel; correct?
Mr. MUESSIG. We are talking about Getty Oil Co. possibility of

joining the AUPF and not the cartel. We did not know.
When I was urging and when the Getty Oil Co. was considering

joining the AUPF, we had no knowledge of its activities with the
outside group.

26-608 0 - 78 - 3
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Mr. HADDAD. Just to emphasize what you said before, you said
you became aware in September 1974 that they were members of the
club. You subsequently said, and have written, that you were disap-
pointed that you could not get in.
So, at the time you were disappointed you knew that they were

a member of the club.
Mr. MUESSIG. That is correct and I said I was disappointed for

perfectly good business reasons.
Again, I want to emphasize that we had no title. The AUPF was

the vehicle for working with the Government and for that reason,
and that reason alone, I was disappointed like anyone would be.
Mr. GORE. By "good business reasons" you mean the fact that profits

could be greater in the absence of competition?
Mr. MITESSIG. I do not know what kind of involved thinking goes

into that question.
Mr. GORE. Please comment on that. Is that not what you mean

by good business reasons?
Mr. MUESSIG. Mr. Gore,- we had no material to sell. We had no

title. The good business reasons were for us to do anything we
legitimately could do to gain title for the company. Those are the
business reasons. We had nothing to sell. We were not even worrying
about selling anything at that time.
Mr. HADDAD. To clarify, you had to get the Australian Govern-

ment's permission to sell uranium overseas; is that right?
Mr. MITESSIG. No. What we were worrying about at that time was

gaining title to our ground.
Mr. HADDAD. You were still in the legal debate as to whether you

had legal title to the land that you were planning to exploit; is that
right?
Mr. MIJESSIG. We had no title. We had an exploration license which

only gave us rights to explore and nothing more. We do not even
have that now. We had no rights to mine and no rights to begin
production.
Mr. HADDAD. Why?
Mr. MITESSIG. The Government would not give them and has not to

this day.
Mr. GORE. Let me clarify the point.
In fairness you referred to "business reasons." That was the source

of your disappointment. That is the explanation of your disappoint-
ment for not being allowed to join the cartel through the group in
Australia.
By that you meant that you thought you could gain title to

uranium within Australia through membership in the Australian
group; is that right? You were not looking forward to active par-
ticipation in bid rigging and the rest; is that right?
Mr. MIIESSIG. I do not like to get tied up in words either, Mr. Gore.
I stated, and I state now, that we were interested, and I was

interested, in having Getty Oil Co. join the Australian Uranium
Producers" Forum, not the cartel, for perfectly good business reasons.
Those business reasons, I repeat, were the AUPF being the vehicle
for the producers to try to lean on the Government and get the
industry off the ground.
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Mr. GORE. Your statement is that you did not know that the
Australian group was a member of the cartel until September 1974;
is that correct?
Mr. MIIESSIG. That is correct.
Mr. GORE. To elaborate on the record, I would like to introduce

into the record, without objection, Document No. 27, a letter from
you to Mr. Grey with Pancontinental Mining Ltd.
[The document referred to follows :]
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October Z3, 1974

I. A. J. Cray
Pancontinontal rining Lted

Claxanca !.;:rcam
Sydney, AumaraIia CO
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Mr. GORE. We will provide a copy to the witness.
[Witness examines document.]
Mr. GORE. I will not elaborate, but I would note in paragraph 3 and

5 you say:
I personally am very proud about this as I feel membership for us could be

helpful from a business standpoint. However, the legal aspects seem to be
clear-cut and we, therefore, have to bow to the opinion of the Law Department.

Skipping down you conclude:
It is too bad that the Forum is dominated by D-Z and Peko but I take some

comfort in the fact that we are represented—albeit indirectly—by the forceful
and articulate Chairman of our partner.

This is dated October 23, 1974, after you stated that you were aware
that they were members of the cartel.
Mr. MIIESSIG. That is correct. This is October 23.
Mr. GORE. At this point you were taking comfort from the fact

that you were represented in the cartel indirectly by the forceful
and articulate chairman of your partner company.
Did you have communications with the chairman of Pancontinental

about the activities of the cartel after this date?
Mr. MIIESSIG. Mr. Gore, I have testified and I will testify again

that the chairman of Pancontinental did not advise us of any
activities of the international group.
Mr. GORE. So, the answer to the question is no, you had no com-

munications with Pancontinental about the activities of the cartel; is
that right?
Mr. MUESSIG. That is correct.
Mr. HADDAD. I have one question to clarify the record. You know

the uranium business relatively well. You have been in it since what
year? How long have you been in the uranium business?
Mr. MITESSIG. Since 1966.
Mr. HADDAD. You know the business relatively well. You read the

literature. You follow the press. You know who gets what, where,
the range of discoveries and of other matters. You are knowledge-
able about the uranium business.
When did you first learn about the cartel, that is, the Club?
Mr. METSSIG. The first knowledge that I had of the existence of

an international group was in a document that I saw in 1972 that
came to us from our attorney in Brisbane, Australia, talking about,
I guess, some of the initial meetings.
However, that document, which was a report to a senate sub-

committee of the Australian Government, did not use any terms
like "club" or "cartel" but it talked about some of the initial meetings.
That report, as I say, came in, I think, in April 1972. I read it. It

went to the files. I frankly forgot about it until I saw it again in
preparation for a deposition that I gave earlier this year.
Mr. HADDAD. So you never read anything about the cartel or

learned anything about the cartel in 1973-74, in the media or in the
press or in the specialized trade press or in conversations?
Mr. MITESSIG. I was aware of the existence of this group, yes, but

I cannot tell you specifically where I got what information because
it is a matter of common knowledge.
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Mr. HADDAD. But you knew there was a club in existence?
Mr. MuEssia. Yes.
Mr. LUKEN. Mr. Muessig, you have been testifying about an

opinion from your law department. I do not believe we have that in
the record. Do you have a copy of it?
Mr. MUESSIG. No.
Mr. LUKEN. Do you know what I am referring to?
Mr. MUESSIG. I do not have a copy of it.
Mr. LUKEN. Can you produce a copy at a later date for the com-

mittee while we hold the record open?
Mr. M17ESSIG. Of course.
Mr. GORE. Without objection, so ordered.
[The document referred to follows:]
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Los AhE,eles
September 26, 1374

TO: D. S. MUZS2IG

FRCM: J. C. SAMPL:F., J.

SUBJZCT: AUSTRAL:AN UPANTT.1 PPC:UCZRS CLUB 

Please refer to certain materials which you
recently forwarded . to me, particularly the article from
the Australian newspaper entitled "New uranium ball game
confronts Nr. Connor" and the materiel received rrom
Tony Grey relating to the activities of the club.

— With this new information I feel it is necessary
for me to now reco--nend that we should no: become a member
of the producers• club since it would appear to involve urt-
satisfactary lecal risks.

•In addition, the newspaper article indicates
that perhaps it would be unsatisfactory politically a:
well as lecelly . to become a member of the club and T

believe that we should be able to bow out gracefully cn
.the bests of political concern and thereby avoid any major
problems with the present members of the club. Tony Grey
certainly knows the U.S. laws in this area and will under-

. stand why we have declined participation in the group.

- •.

JOF.21 C. SAMPLE, 'JR.

SCS:ems
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Mr. LUKEN. We have established, Mr. Muessig, that the opinionwas prepared prior to October 23, 1974, because you referred to itin your letter of October 23, 1974, about which you just testified.
Mr. MUESSIG. Mr. Luken, I am sorry. I was just told that the

exhibit that you are referring to that you would like to see is No. 22.
Mr. LUKEN. No. 22 that we have?
Mr. MUESSIG. Yes.
I have a copy of it here [see p. 35].
Mr. LUKEN. Is Mr. Sample in your law department?
Mr. MUESSIG. Yes.
Mr. LUKEN. I will read the last paragraph so we will know what

we are talking about. The first two paragraphs reference the new
uranium ballgame. It says:
We should not become a member of the producers club.
Then the last paragraph says:
In addition, a newspaper article indicates that perhaps it would be unsatis-factory, politically as well as legally, to become a member of the Club.
I will stop there.
We have been using here some terminology that the club is the

cartel; right?
Mr. MuEssm. I think we have, yes.
Mr. LUKEN. Is Mr. Sample referring to the club here as the cartel?
Mr. MUESSIG. No; I think it is very clear that he is referring to

the Australian Uranium Producers' Club. The subject of the memo
is Australian Uranium Producers' Club. That is a loose term. It
should be Australian Uranium Producers' Forum.
Mr. LUKEN. Let us get down to cases. Is he not using it inter-

changeably? In the context of this letter he does not see any differ-
ence, does he, that is, between the Club and the Producers' Forum?
Mr. MITESSIG. I would not draw that inference at all. I would not.

This letter refers-
Mr. LUKEN. It is sloppy, then

' 
because it does not draw any dis-

tinction. Is Mr. Sample usually that precise?
Mr. MUESSIG. I cannot 
Mr. LUKEN. Is the use of that imprecise?
Mr. MUESSIG. He is a very good attorney.
Mr. LUKEN. So he has written a letter to you that refers to the

"Club" and to the "Producers' Club." This is September 1974.
Did not you and Mr. Sample refer to the cartel as the club, when

you discussed it?
Mr. M-crEssm. No. I think this letter is very clear. This memo is

very clear. It refers to the Australian Uranium Producers' Forum.
Mr. Sample unfortunately used the term "Club."
Mr. LUKEN. Twice.
Mr. MUESSIG. I have no idea how many times.
Mr. LUKEN. It is a very short memo.
Mr. MUESSIG. It is an inadvertent use, but the letter is very clear.

It refers to the Australian group and not the international group.
In the discussions we had, it was clear what we were talking about.
We were talking about possible membership in the Australian
Uranium Producers' Forum.
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Mr. LUKEN. Is this the only memo you had from Mr. Sample on
the subject?
Mr. MUESSIG. This is the memo that said that we could not join.
Mr. LUKEN. Is this the only one?
Mr. MUESSIG. We have dozens of memos.
On this particular subject there are several other previous memos.
Mr. LUKEN. In answer to the questions posed previously, you indi-

cated that you had been advised by your counsel that joining—and I
am not sure which—up would be a violation of the antitrust laws
and a criminal violation. Mr. Sample had advised you of that; right?
Mr. MUESSIG. The memorandum of September 26 is that one.
Mr. LUKEN. This just says "unsatisfactory legal risks."
Mr. MUESSIG. I think it refers to a previous memo.
Mr. LUKEN. So, in previous memos he had detailed what those risks

were; is that right?
Mr. MUESSIG. Yes.
Mr. LUKEN. He does not really refer to a previous memo as to the

unsatisfactory legal risks. That seems to be what is new in this memo.
Mr. MuEssia. I guess this does not refer to the previous memo, but

there was one. I am sure it is in the record. It gives detailed reasons.
Mr. LUKEN. Then the legal opinions that you have, it is your

position, do not restrain or did not restrain you from joining the
cartel; right, only from joining the Australian Producers' Club?
Mr. MUESSIG. There was never any discussion about joining the

cartel.
Mr. LUKEN. What is the Australian Uranium Producers' Club? Is

that the cartel?
Mr. MUESSIG. The Australian Uranium Producers' Forum referred

to in this September 26, 1974, memorandum is the association of
Australian would-be uranium producers, except for Getty and several
other people not involved.
Mr. LUKEN. All right.
You were advised not to join it because of the criminal violations

under the American antitrust laws; correct?
Mr. MUESSIG. That is correct.
Mr. LUKEN. This correspondence would indicate that, aside from

the fact that it was illegal, you were in favor of joining; right?
Mr. MUESSIG. I had previously recommended that the company

join; that is correct.
Mr. LUKEN. So, you would be in favor except for the fact that it

was illegal and so you would have approved of what the Australian
Producers' Club was doing except for the fact that it was illegal; is
that right?
Mr. MUESSIG. I have stated that I approved and I felt that, as a

legitimate purpose, that the forum had in dealing with the Australian
Government to get the industry off the ground, that was the only
reason that I was in favor of joining. The record is very clear on
that.
Mr. LUKEN. I have nothing further at this time, Mr. Chairman.
Mr. GORE. Mr. Muessig, I personally feel that Getty is to be compli-

mented on its decision not to participate directly in the cartel. I wish
all American corporations had as much sensitivity to the antitrust
laws.
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At the same time, I still have some questions in my own mind
about the relationship between Getty and Pancontinental and
whether or not there was this indirect representation.
I would like to explore that in questions on a final memo before

I recognize Mr. Koppell.
I would like for staff to give Document No. 32 to the witness.
Without objection, that will be inserted in the record at this point.
[The document referred to follows :t]
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Mr. GORE. I would like to explore this with you. It is a telegram
from Mr. Carlton to Mr. Grey with Pancontinental. Mr. Carlton
succeeded Mr. McCabe; is that right?
Mr. MCCABE. That is correct.
Mr. GORE. He is writing Mr. Grey who is the head of your joint

venturer, Pancontinental of Australia.
It would appear from this telegram that you are discussing with

Pancontinental a schedule for visiting utilities to talk about selling
them uranium and that Pancontinental has requested that B. & W.
act as a middleman. Am I correct in arriving at that conclusion?
Mr. MUESSIG. Well, I was not directly involved in this, Mr. Gore.

As far as I know, B. & W. was apparently asked by Pancontinental—
but I am not sure about it—to act as its agent or possible agent. But
again, I want to be sure we understand. We had nothing to sell. We
just had some hopes and some expectations 
Mr. GORE. What were you talking about with utilities?
Mr. MUESSIG. This trip was basically to present to the utilities our

project with the anticipated size, if we ever got approval to do any-
thing and to sound them out to see what the size of the market might
be with a view of going back to the Australian Government with some
letters. We solicited letters from each of the utilities. We would go
back to the Australian Government and throwing the letters out and
saying: "Look here. This is the kind of market we envision in the
United States. So, let us get off the ground."
Mr. GORE. B. & W. is a middleman; is that correct?
Mr. MuEssm. I am not sure in what sense you are using that.
Mr. GORE. A broker?
Mr. MUESSIG. I am not that familiar with B. & W. B. & W. is a

reactor manufacturer.
Mr. GORE. It would appear from the telegram that they were

intended to serve as a broker.
The previous record of this investigation indicates quite clearly

that one of the precepts or rules of the cartel was that brokers not
be used.
And here your joint venturer has asked a broker to attend the

meetings between them and the utilities.
Getty is telexing Pancontinental and reminding Pancontinental

that the participation of brokers is inconsistent with the Australian
Government's statement about the uranium marketing rules and
asking that a broker not be used.
Mr. MTJESSIG. May I make a couple of comments?
Mr. GORE. Certainly.
Mr. MUESSIG. The only private sale that Getty has made in the

United States of uranium was to B. & W. some time ago.
Second, the various producers were told very clearly in early 1976

by the Australian Government, by Mrs. James Scully, who is Secre-
tary to the Department of National Resources, that in the contractual
terms that the Australian Government will approve, that is, that
there will be a stipulation there that all sales made from Australia
and approved by the Department of National Resources, would only
be approved if they were made directly to the end consumer.
Mr. GORE. That is what the procedure was followed by the Au-

stralian group, the Canadian group, the French group, and the South
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African group, and all members of the cartel. They all followed that
rule. That was one of the rules of the cartel.
What I am asking you is this. Did you remind Pancon about this

simply in order to protect them against the enforcement of the rules
that cartel members are following or because of some totally inde-
pendent reason?
Mr. MUESSIG. We informed Pancon because of the Australian Gov-

ernment stipulations. We were not thinking in any way about what
was going on outside of Australia. We were trying to go along with
the Australian Government with Jim Scully's comments to us, that is,
stipulations, that in the event of sales they could only be made to
inproduct members. That is part of Australia's nonproliferation
policy.
Mr. GORE. Pancon is the Australian member of the joint venture.

They have 65 percent and Getty has 35 percent. The 35 percent
member is in the United States and is advising or reminding the
65 percent member, that is Australian, not to violate this rule. That
seems strange to me.
Mr. MUESSIG. I cannot comment on that. Again, I was not directly

involved in this.
Mr. GORE. You were not directly involved?
Mr. MUESSIG. No.
Mr. GORE. Mr. McCabe, can you shed some light on this?
Mr. MCCABE. No; I know nothing about that particular operation.
Mr. HADDAD. I am sorry; I missed that.
Mr. MCCABE. I know nothing about this particular operation, but

it is not unusual for Getty first to be in joint ventures. It is not
unusual to have a minority position in a joint venture.
We feel that as a member of a joint venture we have a respon-

sibility to keep the operator of the joint venture along the proper
track and performing the way he should in accordance with the
operating agreement.
So, this is not unusual at all.
Mr. GORE. Well, there were a lot of unusual things happening in

the uranium market about this time. It is not clear to me that this
was totally in the ordinary.
But I would like to recognize Assemblyman Koppell now.
Mr. KOPPELL. Mr. Muessig, I have one follow-up question to the

Congressman's question.
Mr. Scully is an Australian Minister?
Mr. MUESSIG. He is Secretary of the Department of National Re-

sources which has the primary responsibilities in the area that we
are talking about.
Mr. KOPPELL. What did you mean when you said a few moments

ago: "Mr. Scully's comments to us"?
Mr. MCrESSIG. Mr. Scully called in the Australian producers in

February of 1976 and, among other things, said that one of the re-
quirements of eventual approval, that is, before we could get approval
and before production and sales would be the contractual stipulation.
Mr. KOPPELL. So at least in that context you see yourself, that is,

Getty, as being part of the Australian producers; is that right?
Mr. MUESSIG. No.
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Mr. KOPPELL. You said, "comments to us." Who is "us"?
Mr. MUESSIG. We were there as Getty at the meeting called by the

Government.
Mr. KOPPELL. Getty as a participant in Pancontinental ?
Mr. MUESSIG. We were not a participant. We have a joint venture

with Pancontinental, a business relationship.
Mr. KOPPELL. A participant in the joint venture?
Mr. MUESSIG. That is correct.
Mr. KOPPELL. The joint venture is an Australian producer?
Mr. MUESSIG. We hope we will be one day, yes.
Mr. KOPPELL. So as a participant in a joint venture you are an

Australian producer; is that right?
Mr. MUESSIG. We hope the joint venture will be producing; that

is correct.
Mr. KOPPELL. Let me turn to a most important, at least from my

point of view, question because I am interested in how the price of
uranium ultimately gets determined for U.S. consumers.
Do you have anything to do with the pricing of uranium?
Mr. MUESSIG. No.
Mr. KOPPELL. Personally?
Mr. MUESSIG. Not at all.
Mr. KOPPELL. Who determines the price that the uranium is sold

by Getty?
Mr. MUESSIG. Executive management approves.
Mr. KOPPELL. What do you mean by "executive management"?
Mr. MUESSIG. Could you be more specific?
Mr. KOPELL. Who determines the prices at which the uranium

produced or mined by Getty or its affiliated companies is sold?
Mr. MUESSIG. Well-
Mr. KOPPELL. Let me be more specific. Let us take for instance the

uranium in the United States. You have certain uranium reserves in
the United States?
Mr. MUESSIG. That is correct.
Mr. KOPPELL. Do you produce from those reserves?
Mr. MUESSIG. We are not producing at the present. We hope to be

producing and we will be producing next year.
Mr. KOPPELL. Have you in the past produced?
Mr. MUESSIG. Yes.
Mr. KOPPELL. Which years?
Mr. MUESSIG. We produced from our operation in Wyoming start-

ing, I think, in 1962 through 1974. That is when it stopped.
Mr. KOPPELL. Let us take this. When it was producing in 1974 and

entering into contracts for sale, who determined the prices in your

company?
Mr. MUESSIG. There was a negotiating group set up to negotiate

to sales. I was not part of that group. They negotiated a sales con-
tract or sales contracts, I should say. That contract was approved
by executive management.
Mr. KOPPELL. You were not involved in the negotiation or the

development of the prices?
Mr. MUESSIG. No.
Mr. KOPPELL. Mr. McCabe, were you?
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Mr. MCCABE. I was not on the first of the sales. I was working
overseas, but on the second sale I did negotiate the price with a
company called NFS, which was another subsidiary owned by Getty
Oil Co. and Skelly Oil Co. : Nuclear Fuel Services.
Mr. KOPPELL. Do they operate in New York?
Mr. MCCABE. Yes; they have a processing plant in Ndw York.
Mr. KOPPELL. Yes. 

•You negotiated for prices at which they were selling; is that it?
Mr. MCCABE. At which they would buy. We had it in stock and

they needed it, so we sold it to NFS.
Mr. KOPPELL. When you negotiated that price to NFS, what year

was that?
Mr. MCCABE. I will have to guess. It would be 1973, I think, some-

thing like that.
Mr. KOPPELL. Were you involved in any pricing policy establish-

ment where ultimately there were sales or not, but were you involved
in any pricing in the establishment of pricing policy after 1973?
Mr. MCCABE. For our company, no.
Mr. KOPPELL. You were not for anybody?
Mr. MCCABE. We had nothing left to sell. We shut our operation

down because it was depleted.
Mr. KOPPELL. Your operation in the United States?
Mr. MCCABE. In Wyoming, yes.
Mr. KOPPELL. What about your operations—and your operations in

Australia were handled entirely in the joint venture; is that it?
Mr. MCCABE. There is no mine operation in Australia.
Mr. KOPPELL. Were you involved in the sale of uranium since 1973?
Mr. MCCABE. Not since the sale date, no. That was the last one I

was involved in.
Mr. KOPPELL. That the company was involved in?
Mr. MCCABE. Yes.
Mr. KOPPELL. You are only involved in the Australians with the

joint venture, but not in actual pricing of sales; is that right?
Mr. MCCABE. I was involved in uranium until March of 1973 when

it was transferred to another vice president.
Mr. KOPPELL. How about you, Dr. Muessig ? You were not involved

since 1973 in any pricing activities?
Mr. MUESSIG. No.
Mr. KOPPELL. We have here in the record this Document OLOA

No. 31 which is from Mr. Carlton to Mr. McNeill. The subject is the
board of directors meeting of the Getty Oil Co. of March 5, 1976.
Mr. GORE. Without objection, that document will be placed in the

record at this point.
[The document referred to follows:]
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Mr. KOPPELL. Are you familiar with that, Mr. Muessig ?
Mr. MIIESSIG. This is the first time I have seen it.
Mr. KOPPELL. Mr. McCabe, are you familiar with it?
Mr. MCCABE. I am familiar with the contents, but I have never seen

the document before. I was put on the Board on February 1977.
Mr. KOPPELL. In this they are talking about a 5-year uranium

contract negotiated by Getty is that not right?
Mr. MCCABE. That is correct.
Mr. KOPPELL. But you are not familiar as to how the base price of

$31 per pound was arrived at?
Mr. MCCABE. I did not participate in it. I understand it was a

negotiated contract between Getty and the utility companies.
Mr. KOPPELL. Could you repeat that?
Mr. MCCABE. I did not participate in the contract or the sales, but

it is my understanding that the price was negotiated between Getty
Oil Co., and the end user, the utilities.
This mine is in operation. We have stripped it but we have not

produced any uranium as yet.
Mr. KOPPELL. Are you familiar with the fact that this document

states that at that price you can anticipate as high as a 55 percent
rate of return on investment?
Mr. MCCABE. Yes, I am familiar with that.
Mr. KOPPELL. Could you tell me, since you have been involved in

pricing before—and I guess you can testify with respect to how this
purchase price of $31 a pound—but could you tell me whether you
would regard 55 percent of rate of return as extraordinary?
Mr. MCCABE. I think it is wonderful, to tell you the truth. The

reason you need this type of rate of return is, for example, in the
last 10 years Getty Oil Co., has spent an average of $2 million per
year looking for uranium. That is $20 million in the United States.
We have found nothing.
It is like going to the horse race. If you lose the first eight races

and win on the ninth and make your money back, then I do not think
that is an exorbitant profit. You are getting even.
If you win more than you lose, you have money to invest again.

This is what we are talking about.
Mr. KOPPELL. What is your average rate of return on invested

capital?
Mr. MCCABE. It is 7 to 8 percent.
Mr. KOPPELL. Yes, 7 to 8 percent?
Mr. MCCABE. Yes.
Mr. KOPPELL. Would you say that this projected 55 percent rate

of return was the result of normal competitive market forces?
Mr. MCCABE. Yes, I would say that. If I understand your question,

I would say that, yes.
Mr. KOPPELL. What I am saying is this. Do you believe that you

can achieve a 55 percent rate of return notwithstanding the fact that
there are normal competitive market forces that play in the uranium
market?
Mr. MCCABE. I still do not get you.
Mr. KOPPELL. OK. Do you believe that the $31 per pound price, at

which this contract price is, more or less, but it says it is adjusted for
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inflation and I do not know what that means, but let us take it at
$31 for the sake of argument. That produces a rate of return as high
as 55 percent. You say this was the product in your mind of a normal
competitive market?
Mr. MCCABE. I believe so. It is the law of supply and demand.
Mr. KOPPELL. You believe also that this market price bears no

relationship to a world price of uranium which is at least in part
from the document that are in the public record here, set by a pro-
ducers' group?
Mr. MCCABE. I cannot tell you whether this price is influenced. As

a businessman, if the utility could buy the uranium overseas for
$10, they will not buy from us for $31. This is the going market
price in the United States.
Mr. KOPPELL. I want to think you, Mr. McCabe. You took the

words right out of my mouth. That is exactly the issue, is it not? If
they could buy it overseas for $10, then they would not buy it for
$31 in the United States.
Mr. MCCABE. If they could, but there is a shortage of uranium.
Mr. KOPPELL. There may be a shortage of uranium.
Mr. MCCABE. There is a shortage. That is why the price goes up.
Mr. KOPPELL. Can you tell me, sir, why it was projected back in

1972 or 1973 that the world price would be down below $10 a pound
for at least 10 years into the future by surveys that were done at
that time? I can produce those surveys if you want.
Mr. MCCABE. I do not know who made the projections and I do

not know why they were made, but I am familiar with that type of
reasoning. It made common sense. There are a lot of factors involved.
Mr. KOPPELL. What type of reasoning and what made common

sense?
Mr. MCCABE. There are a lot of factors involved in this particular

business. One, it takes reactors. They have to be fueled and they use
uranium You are familiar with this.
In those days, the utilities were coming up with schedules, AEC

was publishing them, on the number of reactors to be built by years.
That unfortunately, in my opinion, did not come to fruition because
of AEC's regulations. There is pollution in other agencies that
stopped this growth in the electrical business.
Had that growth happened at that time, there was not enough

uranium in this country to fuel those reactors. If you have more
demand than supply, then the price has to go up.
As soon as the industry sees that the Government is delaying the

reactor—and it takes about 9 or 10 years to build a reactor and it
used to be much less than that—the industry will project that since
there is no demand the price will not go over $10. That is my
opinion. That is why I think that happened.
Mr. KOPPELL. But then the price did, in fact, go over $10 even

though these reactors were not built.
Mr. MCCABE. But they are still projecting more reactors.
Mr. KOPPELL. The fact of the matter is that in 1972 I think the

projections showed more reactors than the projections did in 1974.
Yet, the price between 1972 and 1975 jumped up about sixfold while
the number of reactors projected began to decline so that it is
exactly the opposite from what you said.
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Mr. MCCABE. I cannot comment on 1974 and 1975. I do not know.Mr. KOPPELL. I have one more question to you, Dr. Muessig.You were in regular communication, I take it, with the Australianproducers in your joint venture there?
Mr. MUESSIG. No.
Mr. KOPPELL. You were not?
Mr. MUESSIG. No.
Mr. KOPPELL. Who was responsible for the company, that is,liaison between Getty and the joint venture in Pancontinental?Mr. MUESSIG. I had responsibility and Mr. Riddell had responsi-bility. The primary responsibility was with Mr. Riddell. I also hadresponsibility.
Mr. KOPPELL. That is what I was trying to get at.
Mr. MUESSIG. I thought you said "producers." If you meant contactwith Pancontinental, then, yes, I had responsibility for that.Mr. KOPPELL. Did anyone in the company ever ask you, that is,anyone in Getty Oil, ever ask you to communicate with Pancontinentaland get for them the world price or the cartel price as establishedat the various cartel meetings that we have now documented?Mr. MUESSIG. Never. We were not interested in that.Mr. KOPPELL. Even though you were establishing prices for uraniumat that time?
Mr. MUESSIG. As I said, I was not involved in that. As far as Iknew, and know now, the negotiations that went on between Gettyand the utilities which bought this material were free and aboveboard and they were just hard negotiations.
Mr. KOPPELL. If you were negotiating prices to sell uranium, wouldyou not be interested in what the price it was selling for in France,Germany, Australia, and so on?
Mr. MUESSIG. Obviously.
Mr. KOPPELL. You would be interested in that, would you not?Mr. MUESSIG. Yes, I would be most interested. That is correct.Mr. KOPPELL. You would be a fool not to?
Mr. MUESSIG. Yes.
Mr. KOPPELL. That is why I am curious that no one ever askedPancontinental, who was your joint venture partner, to give theminformation that Pancontinental must have received.Mr. MUESSIG. We are law-abiding citizens. That was a had thing.We were told not to do that sort of thing and we did not do it.Mr. KOPPELL. Did your lawyers tell you not to ask for informationor did they tell you not to participate?
Mr. MUESSIG. They told us to stay away from them. We did notask for information. We stayed away from them in all ways.Mr. KOPPELL. So, you regard that injunction not only as not toparticipate, but not to ask for information: is that right?Mr MITESSIG. I not only regarded it, but I reR•ard it today. We arelaw-abiding citizens. We were told not to do this and we do not. Itis simple. It does not give us any problems.
Mr. KOPPELL. That is very intresting, especially Riven the participa-tion of other American firms that you were told not only not toparticipate but not even to request information.Mr. MUESSIG. We were told and we did not.Mr. KOPPELL. Thank you.
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Thank you Mr. Chairman.
Mr. GORE. Mr. Walgren ?
Mr. WALGREN. Dr. Muessig, you say that Getty Oil was a law-

abiding citizen and that this was a bad thing and you were told not
to participate in it and you did not.
My question is not so much what was, but what should be. Getty

tried to participate in some sense at some stages in that international
club that, as you stated at the start of your testimony, allocated
markets and set prices.
Mr. MUESSIG. That is not correct. We tried to participate—and the

record is clear on this—and at my recommendation we tried to par-
ticipate in the Australian Uranium Producers' Forum.
The record is also clear that when we found out that the forum was

doing other things than lobbying with the government that we said no.
Mr. WALGREN. Was Getty damaged economically by not being able

to participate in the Australian forum? If somehow or other you could
unwind this thing and project it forward, would Getty be better off
if they had been able to participate?
Mr. MITESSIG. That is obviously a tough question. The Australian

Government is still looking to the Australian Uranium Producers'
Forum as our Government looks to the American Mining Congress,
for instance, for various things.

Insofar as the forum still does PR work with the government, the
Forum speaks, as does the American Mining Congress here, to the
government. Insofar as those legitimate activities are concerned, yes,
I think that I personally, from a business standpoint, think that it
would be good for us to be a member of that, just as we are a member
of the American Mining Congress, for those legitimate purposes.
Mr. WALGREN. Apparently what we have at this point are a number

of American companies coming forward and saying they were dam-
aged, either by the cartel or from being excluded from the cartel.
I come from Pittsburgh, Pa., and Westinghouse, in pursuit of

their uranium business, alleged that they were literally almost put
under by the uranium cartel.
You are saying that from Getty Oil's private business position,

that you were harmed by not being able to participate in that group.
Mr. MIJESSIG. May I just qualify my comment? I want to repeat.

We had nothing to sell. We have nothing to sell at the moment.
So, in that sense and considering that, we have not been harmed.
Mr. WALGREN. There is no way to measure harm, but there is in

Getty's history, from the initial applications to join the cartel, that
is, not to join the cartel but to join the Australian Forum, and there
is an obvious interest in pursuing their business interests in that
group.
Mr. MUESSIG. Sure.
Mr. WALGREN. I understand that was 1974. In 1975 Getty was

making further inquiries about the proposed Uranium Institute. I
would gather that was to pursue your business interests in the inter-
national uranium market. You were advised, again by Mr. Sample,
that there were severe antitrust implications of joining in the pro-
posed Uranium Institute because there would be no way to control the
other members from not violating the U.S. antitrust laws.

A
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The thin°. that I am interested in is that other American firms, par-
ticularly Gulf, did join the cartel and are now coming forward with
the defense that they were compelled to join.
I am wondering whether compulsion should be a defense to join this

kind of international organization. I wonder whether this bothers
you because it bothers me.
If a substantial American company, such as Gulf, is free to join

an international marketing organization, and the actions of that
organization either impact firms like Westinghouse or exclude firms
like Getty
organization, 

in your case, the Australian forum, and if that
damages those firms, then should compulsion be a defense for an
American company to engage in an international cartel?
Mr. MIIESSIG. Mr. Walgren, I think you are asking a legal question.

I do not think I can comment on that.
Mr. WALGREN. No, I am asking this question. What kind of business

environment do you feel is proper for you to operate in and proper
for everyone else to operate in? What rules should we operate under?
That is why I say that I am not trying to say what it was or what
was Getty's participation or Gulf's participation, but what rules
should we operate under if we are to have a fair economic system.
I am very concerned that multi-national corporations can damage

the American economy and particularly damage the economic inter-
ests of firms which our Nation relies on for its economic strength.
So, what I am asking is this. Should compulsion be a defense to

an American corporation joining an international marketing arrancre-
ment which has the potential to do what was done to Getty or to '''do
what was done to Westinghouse?
Mr. MIIESSIG. I want to be responsive, but I do not think I can

answer whether compulsion should be the defense.
Let me say this. If an American company, pursuing its legitimate

interests overseas, is required to do something by a foreign government
as a condition of either continuing to do business or making sales
or whatever, then that American company finds itself in a bind.
What it does, I do not think I can comment on the legal aspects

of that.
But an American company finds itself in a heck of a bind there if

it is put in that position. On the one hand, I would like to believe
that our system is a pretty good system. It has citizens like Mr.
McCabe and me who are just average guys who are trying to do a
job. We are just as lawful and honest as the next guy.
We are trying to pursue our legitimate interest and to work for

our stockholders and our company. We are doing business in a,
country like Australia. Let us say the Australians put certain con-
ditions on our continued existence there, you might say.
Let us say that those conditions are at odds with our laws. We are

in a heck of a bind.
But I do not think I can answer whether or how you get out of

(hat bind. I think that our Government, the U.S. Government, has
responsibilities to companies operating overseas. If a company finds
itself in a bind, then I think the Government ought to help its
citizens and corporations are our citizens.

4
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Mr. MCCABE. Perhaps, Mr. Walgren, you might have the Aramco
and OPEC situation. You recall some years ago the Saudi Govern-
ment decided the price of oil should go up along with OPEC.
They tell Aramco at what price to sell that oil. The price of oil

goes up and the price of energy goes up. This has something to do
with the price of uranium also.
So they are coerced into following the edicts of the foreign govern-

ment.
I think that is a defense. If I understand your question, I think

that is it.
Mr. WALGREN. I yield to Mr. Gore.
Mr. GORE. I would like to make a comment at that point. Dr.

Muessig, I think your answer was a thoughtful one. It raises the
possibility, however, that you can have the kind of dance between
American companies and foreign governments that was performed
by Gulf and the Canadian officials. The record will be further clarified
on that point later in this hearing today. To allow the assertion of
compulsion as a defense invites the kind of complicity in encouraging
the foreign governments to write up some document that would serve
as evidence of compulsion It just invites abuse.
You recommended, Dr. Muessig, asking the Government, that is,

that the American companies ask the U.S. Government for help if
they face this kind of compulsion. The record will show later today
that Gulf's lawyer advised that they do just that—consult with the
Government.
But on further examination of the evidence, they decided that even

that was too risky and they had better not breathe a thing about
participation in the cartel.
Then, Mr. McCabe, you referred to the OPEC cartel as an analogy.

I must say that, after going through these lengthy hearings, that I
have serious questions in my mind about the relationship between
American oil companies and the nations in the Middle East as to
whether or not there was a similar dance between American com-
panies and foreign governments inviting coercion and laying it all
out for foreign governments to say: "Well, if you make us do it, then
everything will be OK."
I think that illustrates the danger that I alluded to earlier of

allowing the assertion of compulsion as a defense.
I thank the gentleman for yielding.
Mr. MCCABE. Mr. Gore, if I may, with respect to the OPEC

situation, what you will find is that the American participants in
OPEC, the American companies working overseas, are making less
profit today per barrel of oil than they made prior to OPEC. The
price is up, but the government gets the money. The company did
not conspire in any way.
Mr. GORE. I welcome any comments that you have on that, but I

do not think they can be termed as definitive. The profits immediately
after the formation of OPEC were, of course, very bloated. The
recent figures are subject to a different analysis, but that is not a
subject for discussion here today. I wanted to add that comment,
since you brought up the OPEC analogy. I welcome the interchange
with you.
Mr. Walgren ?
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Mr. WALGREN. I would just like to invite you to give some thoughtto what the rules ought to be. I, as one Member of Congress, would.be very interested in your particular opinions because Getty isapparently a sort of unique breed, or at least you have a uniqueexperience. That is, that you came very close to being involved insomething which I think poses great dangers for our economy.You had what the movies now call a "Close Encounter of the ThirdKind." You were not only talking with, but had direct experiencewith that cartel.
I feel that you have an obligation to the country to go further thanjust following your own business instincts. I think you ought togive some thought to what the rules ought to be.
I, for one, would be very interested in knowing what you thinkabout compulsion. You might have a competitor selected by a foreigngovernment and they might get into some improper actions. I feel thesame way about other defenses that might be raised by multi-national corporations when they are substantially affecting oureconomy.
Thank you very much, Mr. Chairman.
Mr. GORE. Mr. Riford ?
Mr. RIFORD. I have a couple of questions. They are based on myinterest, as a New York State legislator, rather than as a Con-gressman.
We have time allotted to the minority in this situation.I have always looked upon uranium as a commodity in the samesense that corn or wheat is a commodity. It is traded in a world-widemarket. I would assume that the information that comes to yougentlemen who are directing the operations of your company arecomparable.
When a sale is made in Australia or in Britain or somewhere else,that information does not really take very long to get around theworld in the network of world-wide commodity traders. Would thatbe a fair statement?
Mr. MCCABE. We usually see it in the press. This is true in thepast also.
Mr. RIFORD. Or the representatives in The Hague, or Johannesburg,or wherever.
Mr. MCCABE. We would like the Getty representatives whereverthey are to know yes.
Mr. RIFORD. They keep you posted on market developments, dothey not?
Mr. MCCABE. We hopefully think they will, yes.
Mr. RIFORD. You anticipate it, do you not?
[No response.]
Mr. RIFORD. That is their job is it not?
Mr. MCCABE. Yes, I think so.
Mr. RIFORD. They have to keep you posted so you know how torespond?
Mr. MCCABE. They ought to try to get the information. If theycannot get it, then 
Mr. RIFORD. A change in the price of uranium then is probablycomparable in the change in any other commodity price. It is based
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on what the buyer and seller are going to pay and you, as a seller,
if you can get the price, then that is the market. If you cannot get it,
then it goes down; is that right?
Mr. MCCABE. That has been our experience. We try to sell our

uranium and we ask more than we finally get. The buyer wants to
pay less and then he finally pays. We negotiate.
Mr. RIFORD. During the time you were in domestic production and

in the future when you are going to be in it again, the price that
you trade at then, as you pointed out earlier on, would be determined,
in part at least, in large part, I guess, by the world markets. If they
can buy it for $30 a ton somewhere else, they will rather than pay
you $31; is that right?
Mr. MCCABE. Yes, they should.
Mr. MuEssm. I am not sure what you mean when you say a world

market. The market price that someone gets for uranium is the price
that is determined by the negotiators involved. That is our experience.
There is no posted world market price.
Mr. RIFORD. The trade took place somewhere else, yes, that is correct.
I am interested in this effect. I have heard it said this morning that

a change of a dollar a ton in the price of coal would have an equal
effect on the price of electricity to the consumer as a $50 per pound
increase would have in the price of uranium.
Would your experience enable you to comment on the accuracy of

that statement?
Mr. MCCABE. I cannot.
Mr. MUESSIG. Someone has taken a pencil out and worked on the

numbers in terms of the amounts of Btu's in a dollar's worth of
coal versus an amount of Btu's in $50 worth, or an additional $50
worth of uranium. You would have to do that exercise.
Mr. RIFORD. I will keep asking that question as the day goes on

because I really would like to know, from the standpoint of the
New York State electricity consumers, what the magnitude of this
price change that we are concerned with, or the effect that magnitude
is on the consumers.
Thank you Mr. Chairman.
Mr. GORE. Mr. Koppell ?
Mr. KOPPELL. Just to clarify, Mr. Riford was, I think, trying to

establish that there was a normal world supply-demand market for
uranium and a supply-demand market price, like the price quoted
for corn or soybeans or pork bellies or whatever you have on the
commodities market in New York.
Is that the case?
Mr. MUESSIG. No. There is no market price for uranium. At least

I am not aware of any.
Mr. KOPPELL. So there are individual negotiations and, in the case

of certain nations, taking aside those excluded from the cartel, is
pretty clear that the producers establish the price, not necessarily
independent of every market consideration, but it is established
jointly and there were limited bids. Is that not correct?
Mr. MUESSIG. I am sorry. I am not sure what your question is. You

are talking about the activities of the foreign producers group?
Mr. KOPPELL. Yes. They established the price, did they not, in a

meeting?
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Mr. MUESSIG. The record is clear as to what they have done. At
least it is in the record.
Mr. KOPPELL. I just want to not leave the record saying that there

was a normal price setting mechanism that is established, as in the
case with other commodities. This was the unique situation, or at
least somewhat unique, as is the oil price setting mechanism.
Mr. MUESSIG. Yes.
Mr. GORE. Mr. Luken?
Mr. LUKEN. Mr. Muessig, as I read this record, I am not yet ready to

join the chorus, if there is a chorus, of congratulations to Getty.
You say that Getty is a law-abiding citizen and because you are a

law-abiding citizen, you would not do the bad thing by joining the
club. I think that is what you said; right?
Mr. MUESSIG. Yes.
Mr. LUKEN. But yet the record shows, as previously indicated, that

the chairman of the club wrote a letter to Pancontinental on October
17 saying that Pancontinental could be considered as only one
entity and, therefore, Getty would not be eligible.
Is that correct?
Mr. MUESSIG. Is this the producers' forum?
Mr. LUKEN. Yes. That is all we have been talking about; have

we not? That is the club, is it not?
Mr. MUESSIG. What are we talking about? Are we talking about

the Australian Uranium Producers' Forum?
Mr. LUKEN. Yes, the forum.
Mr. HADDAD. I messed up the terminology. The forum is a member

of the club. I sometimes said club when I meant forum. The forum
in Australia is a charter member of the club and the club is the
cartel.
Mr. MUESSIG. I am trying to be responsive to Mr. Luken. I am

thinking of the previous exchange we had in which you were using
the word "club" to refer to the foreign group, that is, interchangeably
with the word "forum."
Mr. GORE. If the gentleman will yield, you previously testified that

as early as September 1974 you were aware that the forum was the
Australian group within the club or the cartel and the date on this
piece of correspondence that Mr. Luken is referring to is October
1974.
So, I think the distinction between the Australian branch of the

club and the club in its totality, is a rather fine distinction. You cer-
tainly have the right to make it, but it does not seem to have much
substance to me.
Mr. LUKEN. We are talking about three different organizations.

I am using the term "organization" loosely.
One is the cartel, which has been referred to as "The Club,"

correct? The cartel has been referred to as "The Club." Have you
ever heard it so designated?
Mr. MUESSIG. Sure.
Mr. LUKEN. Then we have the, uranium producers, that is, the

Australian Uranium Producers' Forum. You have referred to that as
the "Club," have you not?
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Mr. MUESSIG. That was referred to as a club in the memo that you
referred to previously from Mr. Sample to Mr. Muessig.
Mr. LUKEN. Then there are two clubs?
Mr. MUESSIG. There are these two organizations.
Mr. LUKEN. All right.
You were denied membership in the Uranium Producers' Club of

Australia?
Mr. MUESSIG. We never applied. I tried to make that clear.
Mr. LUKEN. You may make those distinctions, but your associate,

your 35 percent in the organization for which you put up all the
initial capital, and the organization which is referred to by the
Australian Uranium Producers' Forum Chairman as one entity with
you—that is my point. They say you are one entity.
As I read this correspondence, document number 24, you write to

them and talk with them about what "we" are going to do and the
way you treat it and the way the club treated it and you are one
entity.
Mr. GORE. Without objection, that document will be placed in

the record at this point.
[The document referred to follows
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October 4, 2.974.

Mr. A. J. Grey
Pancentinencel :lining, Limited
40 Cltrence Sc.
Sydney, N.S.W., Australia ZCCO

Dear . Tony:

have been thinking about .Connor'e recent. eve hew it might nCfcc': ue,end what we might do to imprtve whatever pesiticn we might he :y.t: in bywhatever policy finally res,i/ts. In what Callow:, I' vane to propose a
course of actien booed on the assumpcien that SC)n2 sort of ?reductionallocation hosed on reserves will he made by Government. (I. realise thi4-mny not heppen, but some of our stracecy has hoer, and thould centinue tobe based on thia assumption, especially no..)

I .have reviewed the data that heve gone into thm computatione of the last'ore rnserve estimete end -I am aware that the published int.licetad reservesare underetated by aseue l ever what they are when using the nctual (thatis, undiminiehed.eradet encountered in the drill holet. Cn strictly teehnieal.grounds, can see no :eaten for cutting the credos of high-grade intervalswhen moat holea hove one or more such intervals. The diminutien di erade is.technically acceptabl 7rectice when there is cnly the cdd high-grade se.mple;that it not the case here. However, I understand the retson s eha gradea werecut back; they seemed prudent at the time.

For purposes of-planning-strategy, I think we have to assure that in theevent. of ellocatien, the .Covernment will send in a civil se:vent to reviewour recervec, and will want to use its awn numbers. In any event, hm,ever,: I would concider it  unli!zelv that the. Government would (or could,from a political standpoint) use a reterve number higher thun the one we'vepublished.

Tho. number we've publithyd is about le% too low for the indicated, and nuehlower for tha inferred. The quection ia, how do ve get higher numbers intothe record, thereby (living ours:elven a bettor chance at n higher allccation?We certainly can't do so on the basis' of our protect drilling without an
•

extte in;3redienc.

:Piny I nugc•ent.that-wc.:.push.,the drilling of .the two ttep out holeo an rapidlyat pocnibln. Thore would 4,2 ,Lha ch:rn ingrodi,nu. If theta holon =how
oisinifIcz,nt thlen;:nncn.ond grade= in one or bch, and thereby L:how continuity
of thu.orc nhould r rWtr the !_ndlza:cd and inferred :cc:cr./en
along the following linec: .

7..e.'llAN'T.2 3
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For 1(14.-.V.
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1. The outer perimeter or the new indiented.reeerves should be
. extended to include moat of who: we new have as "inferred."

2. The grade of the in ‘_ ueed should be undiluted in both
• "indicated" and "inferred."

B. The new inferred recerves should obvicuoly be extended to
include one or both new holes.

• ••
A coed epee, technically, can be mode that the ore bedy 00 now defined by
the holes on CO-meter spt.cinn, zheuld be called "meaeUred" and whet we now

'call "inferred" sheuld be "indicated." I think we chould ecrieusly censicLer
doing this when we announce the now rosaries.. Cur next prees release could
incorporate words az follows: "The two moot recent drill holes., which are
located   no  from too nearest previous'   speced ?lel::: in the
ore .body,   grades end thic.nesses of mineralisation,

'thereby showing the uninterrupted lemeral continuity of the ore body. This
mninterruped coneinuity is further confirmed by the fact tnet all holes'

. within the perimeter of the ore body hove eignificent ere grades and thick-

. nessns. Accordinnly, follcwing accepted engineering practiee, the ore
reoerves for Jabilua Two have been recalculated, etc."

'I've diocuesed Ohio with. Chuck Kundert, who agrees on technical grcunds.

By copy of this, In askingFaul Riddell to give you a copy of Dennis Catley's
•intercepts end calcUleeicno.for the 1974 date, which show 41,CCO ahort tone
1.1a03 indicated vs. the 30,7C0 that we published. •

Give this soma thought. I'd hate to lose tha allocetion that the 10,0OC tens
plus might bring us in the event the Government moves in the direction of •
allocution.. 

•

Best regerde.

SM.:jj

•

pc: Occcx:c. C. Z. Kundert

•••• •... •
•

„.
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Mr. LUKEN. As a matter of fact, you are one entity because when
the document comes out to you, Dr. Muessig, and this is Document
No. 30, it shows the world reserves and deposits of uranium. Pancon-
tinental is considered to have 9.53 percent, based on 65 percent of
Pancontinental. Getty Oil has 6.22 percent.
[The document referred to follows:]
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O 
OLO Ft 30

Los Angeles,

January 29, 1976

TO: DR. 5: MILES=

FROM: 1C. ROVE

SUBJECT: FOREIGN AND DOMESTIC URANIUM RESERVES:
TOTALS AND COMPARISONS

On November 25, 1975, I wrote a memo on this same
subject. In view of the new official reserve total for ..Tabiluka, I thought
it would be proper to revise the November 25 memo. I will also include

_revisions due to your noting that Rio Tinto Zinc does not own 1 0 on or either
Rio Algom or Rossing, and some additional data published by F-'R.DA.

UNITED STATE'S 

The U. S. uranium reserve list originally presented in a
•rnemo from C. J. Nundert to S. Muessig on January 10, 1975 was updated
by the Salt Lake City office for the November 25, 1975 memo and / have
no reason to alter it new. This revised tabulation listed total reserves
of about 330,000 tons of U0in known deposits of the western United
States. About one-half of these reserves are controlled by four companies:

MM Pounds U
3
0
3

Kerr-McGee 119
Gulf 96
United Nuclear 63
Utah international 51

TOTAL 329

CANADA

The Toronto office prepared a similar list for known
'Canadian uranium deposits. The list was compiled from published data

and accounts for 236,000 tons of yellowcake. This represents 45To of the

total $30 uranium resnrvcs of 526,000 tons (81.000 T measured: 124, 000 T

Indicated; 321,000 T inferred) which were officially announced in early

September, and undoubtedly represents a very large percentage of the

. presently identified economic ore. •

• PEOCUCED FrT.:'!.:1 1111N RE
1C!.1:.1 A:10 " Cont'd..

ORVER FILL.) 4/7/77 ' Y.3.cAL _r -"‘t-U.S. OIST. c 
Sorer
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Four companies control of the listed reserves:

MM Pounc's T.:308

268.5Denison Mines (Blind River, Ont.)
Rio Algorr. (Blind River, Ont.) 73
Gulf Minerals (Rabbit Lake. Sask.) 50
Amok Ltd. (Glut! Lake, Sask.) 38

• • TOTAL • 429.5

I see no reason to change the 236.000-ton figure derived
by the Toronto office. ERDA figures give "reasonably assured" reserves
of Canada (at $15/1b.) as 190.000 tons U30a, while the comparable
Canadian government figures (above) are 205,000 tons.

•. .
AUSTRA LIA 

The announced uranium reserves of Australia have now
reached 462,500 s.t. 

11308. 
Fully 84c7. of these reserves are located in

the four known deposits in the Northern Territory: Iabiluka (49.4%);
Ranger (23.91•1); Knongara (8.6%); and Nabarlek (2.1%).

Four companies control 73% of the Australian reserves:

• ** • :*' MM Pounds " 0

Pancontinental (Jabilu.ka) 297.2
Getty Oil (.1abiluka) 160.0
Electrolytic Zinc (Ranger) 110.8
Peko-Wallsend (Ranger) 110.8

TOTAL 678.8

EUROPE 

In my November 25, 1975 memo, I quoted an OECD report giving
the $10 uranium reserves of Europe as 77,200 tons of (1308 with 47,500 tons
of that being in France. John Patterson of ERDA, in a paper presented
at a Grand Junction, Colorado meeting in October, gives the S15 reserves of
France and Spain as being 50,000 tons and 10,000 tons, respectively,

• with lesser reserves in Portugal. Sweden. and Yugoslavia. It would seem
reasonable to estimate the European reserves at 80,000 tons of 11308,

SPECIrEt, eLV 
a. large deposits.

:'• .•!;
. A;;L).

U.S. 0::71. CT..

()CO-:5C
Cont'd..
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AFR:CA •

The OECD report cited above gives the $IO uranium reserves

of Africa as 353,800 tons of Patterson of gives the $15

reserves as being about 400,060-tons located as follows: •

Tons U
3
0
8

South and South V.'est Africa 260,000

Niger 50,000

Algeria 40,000

Gabon 30,000

Others (Zaire, Central African Rep.) 20,000 (est.)

TOTAL 400,000 

Major portions of the South African total given above are

• contained as very low-grade uranium which can be recovered as a by-

product of the Witwatersrand gold-mining operations and the Palahora

copper-mining operations.

The three largest African deposits (all of which have

complicated, split owners hips) are:

MM Pounds U 0

Rossing (South West Africa) 2.50

Arlit (Niger) 90

Mounana (Gabon) 30

SOUTH AMERICA AND ASIA 

No large uranium deposits are known in South America or

Asia but Patterson of ERDA gives an estimate of 50., 000 tons of U308

as the $15 reserves for the entire area.

WORLD RESERVES 

Combining the figures given above, we can estimate the

world's reasonably assured U308 reserves as follows:

SPEC1A1 LY CO%"--!DETIAL
  RE
AND

4/7;7?

U.S. (PST. ZT.. C.D.CAL
MISC. NO. 5412

26-608 0 - 78 - 5

000737
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•

•

Thousar.,1: cf
Tons I.!;0s 47, c“.' Total

1. Australia 462.5 29,7z. United States 330 21.23. South and South West Africa 260 16.74. Canada 236 15.15.. Niger 50 3.26. Franco 50 3.2
7. . Algeria 40 2.6a. Gabon 30 1.9
9. Spain 10 0.6
10. Other Africa 20 1.3
11. Other Europe 20 1.3
12. South America and Asia 50 3.2

WORLD TOTAL 1558.5 100.0

Individual orebodies can be listed as follows:

Grade tn
Pounds

Deposit Name Location U 
03-8 
/Ton

Reserves in
Short Tons

T.; 0 •--
1. Jabiluka Australia 7-8.5 223,600
Z. Denison Canada 2.5 134,250
3. Rossing South West Africa 1.Z 125,000
4. Ranger Australia 6-7 110,770
5. Teelirie Australia 3 50,890
6. Arlit Niger 5 (7) 45,000-• 7. Koongara Australia 6 (7) 40,000

. 8. Rio Algorri Canada 2.4 36,500
9. Gulf (B,olcurn) United States 6 33,000
10. Gulf (Rabbit Lake) Canada 6. 25,000
11. Kerr-McGee (Ambrosia Lake) United States 4.6 25,000
IZ, United Nuclear (Church Rock) United States 4.6 21,500
13. Paguate/Jackpile United States 4 20,000
14. Cluff Lake .Canada 8 (?) 19,000
15.. Gulf (Keradarnex) United States 6 ' 15,000
16. Mounana Gabon ? 15,000
17. UJV-Shirley Basin United States 5.4 14,300
18. Kerr-McGee-Church Rock United States 4 14,000
19. Exxon-Powder River Basin United States 3 13,500
20. Kerr-McGee-Powder River United States 4 10,000

On a "company reserve" basis, using all of the deposits listed
in the appendices to the November 25, 1975 memo (not just the 20 largestgiven above), I can rank the various companies •A•o rid -wide as follows:

s, cji

•

SPECLL .U.S. C.L: CAL

Cont'd..
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Comoanv ,Deposits

1. Pancontinental Mining :abiluka (Australia) 65%

2. 1Denison Mines.

3. Getty Oil Company

(including interest
in Skelly Oil Co.
reserves)

# 4. Rio Tinto Zinc

fr

5.. Gull Oil Company

• 6. Kerr-McGee Corp.

• 7. Electrolytic. Zinc

8. Peko-Wallsend

9. Western Mines

10. Noranda Mines

11. United Nuclear

.12. Utah International

SPECIALLY

Elliot Lake (Canada)

.Tabiluka (Australia) 35%
V. Shirley Basin

C. C. I. Excluded
C. C. I. Thunderbird

Reserves in
'M.N.! Pounds U

3
0
8

of World

Re sc ryes

297.2 9!53

268.5

160
25.6
6.9
1.3.....193.8

8.61

6.22

Rio Algorn(Canada)51. ln 37.4
Rio Algorn(U. S. ) 51.3% 6- 1
Rossing(S. W. A . ) 53.67. 134.0
Mary Kathleen •

(Australia) 41..l% 6.3.....183.8 5.90

Rabbit Lake (Canada)51% 25.5
Several (United States) 96 .....121.5 3.90

Several (United States) 119 3.82

Ranger (Australia) 50% 110.8 3.55

Ranger (Australia) 50% 110.8 • 3.55

YeeLirie (Australia) 101.8 3.27

Xoongara (Australia) 80 2.57

Several (United States) 63 2.02

Several (United States) 51 1.64

54.58
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Mr. LUKEN. So, between the two of you you have a pretty good
chunk of it. That includes the 35 percent which is Pancontinental.I do not want to jockey around anymore with making these finedistinctions which do not exist, but Pancontinental and Getty arethe same. They are one entity. Getty got all the fruits and all thebenefits from belonging to the club and from being a bad citizen andfrom doing a bad thing. You got all the fruits of it.
That is obvious. It would have done your organization no par-ticular good to join the club since you were already in it, except toexercise more clout within the club. You were already in it. That ismy point.
Mr. MIIESSIG. That is your characterization.
Mr. LUKEN. Exactly. I do not intend to quibble with you on itanymore. There has been too much of that.
But you did get all the benefits through Pancontinental. Pan-contiental was the 35 percent, that is, you own 35 percent of it andmaybe more. That was the one doing business in Australia.Mr. MIIESSIG. That was 35 percent of the joint venture.Mr. MCCABE. We do not own 35 percent of Pancontinental.Mr. MIIESSIG. We own no shares in Pancontinental. Let us make itstraight.
Mr. LUKEN. But of the joint venture, the 100 percent would addup to something like 13 percent of the world reserves, so we aretalking about a big chunk, are we not?
[No response.]
Mr. LUKEN. There is 9.5 percent of Pancontinental and the 35percent.
Mr. MITESSIG. Those are very impressive numbers, but we have nottaken a dime out of this joint venture yet. You talk about benefits.I really do not know what you are saying. We do not even havetitle, for heaven's sake. We have not (rotten anything. We have ahope that sometime down the line the '''Australian Government willallow us to produce.
Mr. LUKEN. But you do have membership in the Club?Mr. MUESSIG. We have no membership in the Club.
Mr. LUKEN. You are one entity with Pancontinental.
Mr. MUESSIG. Joint venture does not mean a membership in theclub. It is clear. The record is clear. The record is clear as to who isthe member of the Australian Uranium Producers' Forum.Mr. LUKEN. A rose is a rose and in this case Pancontinental thatis, Getty is Pancontinental because you are getting all the fruits of it.I have nothing further, Mr. Chairman.
Mr. GORE. I have one final question, Dr. Muessig.
Are you familiar with a document called the World Market PriceClause? This was a pricing formula that was sent from RTZ tovarious uranium companies in the United States, and I presumeelsewhere. Are you familiar with that at all?
Mr. MITESSIG. No.
Mr. GORE. Mr. McCabe, are you?
Mr. MCCABE. No.
Mr. GORE. Let me ask the staff to give you a copy of this.
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Without objection, that will be placed in the record at this point.
[ See p. 385, volume I.]
Mr. GORE. This document is already in the record of the sub-

committee's proceedings at an earlier hearing and basically involves
the pricing formula that RTZ was promulgating to the rest of the
uranium market encouraging others to use the world market price
concept which has a rachet effect of keeping all prices at the world
market price level.
After examining it, do you have any recollections of seeing that

or any familiarity with it?
Mr. MCCABE. I do not.
Mr. MIIESSIG. I have never seen it.
Mr. GORE. One of the documents that we got was a letter that you,

Dr. Muessig, sent to the recipient of this other letter. This is to
Mr. Adams with Western Nuclear.
Mr. HADDAD. This is an April 6, 1976 letter from Dr. Muessig to

Mr. Adams.
Mr. GORE. The staff is getting you a copy of it. It is not very

complex. I think you will be familiar with it when I show it to you.
Without objection, that document will be placed in the record at

this point.
[The document referred to follows :]
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Mr. GORE. You indicated at the bottom of the letter that you have
sent Mr. Adams this telex and you indicate that you have sent
Mr. Adams copies of the pricing formulas used by the Japanese,
French, and Italians. Are you familiar with that?
Mr. MuEsspa. Yes.
Mr. GORE. This is a communication by you, Dr. Muessig, to the

head of a competing company sending them pricing formulas.
Is that something that is common practice? Is there an explanation

for that?
Mr. MUESSIG. May I explain that?
Mr. GORE. Yes.
Mr. MUESSIG. It was a quid pro quo on my part. I talked with

Bob Adams about his ability to, that is, his ability for his joint
venture in South Australia to get the South Australian government's
help with the Australian government, that is, to try to get their project
off center.
Bob Adams said that he would send me some material that they

were sending to the Australian Government. This was all over the
telephone.
As a quid pro quo I volunteered but I do not remember the details

of the conversation, but I volunteered to send him these three con-
tractural, that is, parts of contracts, I guess you would say, as a way
of determining what you might get paid for uranium.
It interested me philosophically because we do not have a market

like corn. There is no posted price. It means that you usually have
to engage in long negotiations to come up with a price.
If you come up with a formula, then you can do that.
Mr. GORE. Unless you are a member of the cartel.
Mr. MUESSIG. I cannot comment on that.
But if you come up with a formula that is fair to both parties,

then you can arrive at a price without hassle. So, it would be good.
Mr. GORE. What pricing formula has Getty determined to use?
Mr. MUESSIG. I have never seen the contract that was signed

between Getty and the utilities that we referred to earlier, that is,
the sale we have just made. I know that negotiations are involved.
What they are in detail, I do not know.
Mr. GORE. Does it include the world market price concept?
Mr. MUESSIG. I have not seen the language. Personally I do not

think there is a world market price. I am not aware of one.
Mr. GORE. There is a world market price clause that many
Mr. MUESSIG. I have used the term in some of my correspondence.
Mr. GORE. Is this clause used in the Getty uranium contract signed

with the utilities?
Mr. MITESSIG. I do not think so, no.
Mr. GORE. Mr. McCabe?
Mr. MCCABE. I do not think so. The way I understand that it

works—and we can produce it, of course—the utility names the
price and we name a price. Then it is negotiated. That much I do
know.
Mr. MUESSTG. Then it goes to arbitration.
Mr. MCCABE. Yes, it goes to arbitration. If they do not agree, then

it comes up every half year or quarterly.
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Mr. MITESSIG. It just finished. We have just gone for the next
delivery year to arbitration and the arbitrator set a price. He picked
a price and he could only pick one of either the price that we pro-
posed or the price that the utilities proposed. He can only pick one.
He cannot pick in between.
Mr. GORE. Could you provide that to the subcommittee?
Mr. MCCABE. I believe so. We will give you anything we can. It

depends on the utilities, I suppose.
Mr. GORE. Very well.
Without objection, so ordered.
[The information requested was not supplied to the subcommittee

by the time of printing.]
Mr. GORE. Thank you very much.
Let me thank you both again for appearing this morning as

witnesses. You have improved our understanding of this area and
of the uranium market.
Again, putting aside the questions of the relationship between

Pancontinental and Getty, as far as Getty's direct participation in
the cartel was concerned, I personally believe that Getty is to be
complimented for having a decision with 24 hours that the potential
violations of the antitrust laws were so blatant that you would not
directly participate in this cartel.
Again, I thank you gentlemen for appearing.
We will now hear from Mr. Roy D. Jackson, Jr.
He is an attorney at law and previously associate general counsel

of Gulf Oil Corp.
I might say that after Mr. Jackson's testimony and before the

testimony of the four witnesses who will join him at the witness
table, we intend to take a 10 minute break.
Mr. Jackson, would von stand and be sworn, please?
Do you swear to tell the truth, the whole truth, and nothing but

the truth, so help you God?
Mr. JACKSON. I do.
Mr. GORE. Would you please state your name for the reporter?

STATEMENT OF ROY D. JACKSON, JR., FORMER COUNSEL, GULF OIL
CORP.

Mr. JACKSON. Mv name is Roy D. Jackson, Jr.
Mr. GORE. Mr. Haddad?
Mr. HADDAD. Mr. Jackson. could you quickly tell us of your re-

lationship with the Gulf Oil Co. in the period 1970-73 and your
relationship to Gulf Oil today?
Mr. JACKSON. Yes, I can.
I believe perhaps I should begin by thanking Mr. Gore for the

promotion. I was not an associate general counsel, Mr. Gore. I was
simply one of several attorneys in Pittsburgh. I had no title.

Getting back to your question. sir, my involvement with the matters
that you are now concerned with began. to the best of my knowledge.
in the spring of 1972. They extended until approximately the summer
of 1972.
Mr. HADDAD. Late summer?
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Mr. JACKSON. I will answer that in just a moment, sir. And, then
terminated with one exception, which was a one-time ad hoc advice
that I gave to Mr. Frank O'Hara in October of 1972.

Since that date, I have had no involvement other than approxi-
mately 4 or 5 months ago, I was subpoenaed by Westinghouse in the
Richmond litigation and was deposed for 2 days in Houston.
I was subsequently asked to give a deposition in what is referred to

as, I believe it is the UNC litigation, the New Mexico State litigation.
That was also taken in Houston for a complete full day.
Getting back to the cut-off point with my former client, that

occurred, to the best of my recollection, about August 1, 1972. That
is the date on which I went off the payroll of the corporation.
Mr. HADDAD. And you were succeeded in this matter by Mr.

O'Hara?
Mr. JACKSON. Effectively I was succeeded by Mr. O'Hara. The

sequence of events involving myself and Mr. 0"Hara really goes back
to my reason for having become involved, from the legal standpoint,
of course, in the uranium cartel matter at all.
The gentleman in the Gulf Oil Corp., who had the responsibility

from an antitrust standpoint, was Mr. Irwin Coleman. Mr. Coleman
was an associate general counsel. He was in charge of antitrust
matters of the corporation. Mr. Coleman was at the point of retiring.
I had been selected to succeed him. Mr. Coleman asked me to help
him in his evaluation of the situation that came to his attention
involving Canada. That, to the best of my recollection, probably
occurred in March 1972. In any event, it was during the spring of
1972.

After I had been tapped on the shoulder, so to speak, to succeed
Mr. Coleman, I was offered employment without the knowledge
of Gulf Oil Co., by another company in which Gtilf, incidentally, had
a very small interest, but they had no knowledge of the offer
employment to me.
I accepted that offer of employment. The circumstances of the

employment were such that I regarded it as mandatory that I/sever
the umbilical cord completely with Gulf.
Mr. HADDAD. We are talking about August of what year?
Mr. JACKSON. 1972.
Mr. HADDAD. In the pre-August 1972 period, to short-circuit some

of the questioning, you reported to what chain of command? What
were your responsibilities in this matter?
Mr. JACKSON. In this particular matter, my responsibility was as

an assistant to Mr. Irwin Coleman, who was the associate general
counsel of Gulf Oil Corporation in charge of antitrust matters. His
superior, in turn, was Mr. Merle Minks. Mr. Minks was the general
counsel of Gulf Oil Corporation. That was my particular chain of
command.
Mr. HADDAD. It gets confused later on.
Mr. JACKSON. Perhaps it would help. Apparently it did help a

little bit in taking a deposition.
Mr. HADDAD. Let me interrupt YOU. As a matter of curiosity, did 

you have access to the Gulf records in putting together your deposi-
tion? Did Gulf make their files available to you when you were
deposed?
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Mr. JACKSON. The answer to that is categorically no.
Mr. HADDAD. Why?
Mr. JACKSON. I think that question perhaps ought to be directed

to Gulf Oil. I have been available, but I have made no examination
of the Gulf Oil files, and as I have testified under oath, when I left
Gulf Oil Corp., I took no papers with me at all.
Mr. HADDAD. I just wanted to make that clear for the record.
Mr. JACKSON. I should add, however, that in the course of having

been deposed with the result that I have apparently generated
several thousand pages now of transcripts and exhibits, I suppose
that by now I probably have seen everything that I ever touched
upon because the attorney-client privilege, of course, effectively has
been disregarded in this matter.
Mr. HADDAD. We are not sure that we have seen everything. Let

me go back a little bit.
When did you first hear about the club or cartel? Let us refer to

it as "The Club" for the purposes of semantics. It is the international
cartel and it met in various places around the world and involved
four countries and one private company.
Mr. JACKSON. While we are speaking of semantics—I do not know

that it makes any substantive difference—I myself have used the
term "cartel" purely as a matter of convenience. If I ever used the
word "club" it was inadvertent. I used the word "cartel" as a matter
of convenience, because when I was educated and tried to become a
lawyer, a cartel was defined as an association, a voluntary association,
of private entities put together for the purpose of defeating all the
effects of competition.
In this particular case it was, and is, my opinion that the "cartel"

was inter-governmentally sponsored and directed.
Mr. HADDAD. When did you first learn about the club or cartel?
Mr. JACKSON. To the best of my recollection, I was called into

Mr. Coleman's office, let us say, in the spring of 1972 and was asked
to assist him. I do not recall the exact briefing that Mr. Coleman gave
me, but thereafter I attempted to familiarize myself with all of the
facts that seemed to me to be pertinent to the question of making an
antitrust determination. That was my technical function.
Mr. HADDAD. Who was your client in that matter?
Mr. JACKSON: My client in that matter was Gulf Oil Corp., and

secondarily, Gulf Minerals Canada, Limited, GMCL.
Mr. HADDAD. In terms of that relationship, you set about to do

some investigation. What date did you say?
Hr. JACKSON. I said the early spring of 1972.
Mr. HADDAD. So at that time there had been producers' meetings

in Canada involving Gulf Oil Co. personnel and, I believe, a meeting
in Paris.
Were you privy to the minutes of those meetings and the subse-

quent minutes to meetings up until the time that you left Gulf?
Mr. JAcKsow. T believe from this side of the table, at least, you

have asked two questions. Let, me deal with both of them, if T may.
First, T can tell you what T found and then T can give you the

progression of events.
Mr. TIAnnAn. Maybe 
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Mr. JACKSON. If you will excuse me, this is one instance where
I may be able to help you.
Mr. HADDAD. Certainly.
Mr. JACKSON. The reason I say that is that there has been a fear-

some collection of papers generated by this investigation. This is
not a criticism of the investigation at all. It apparently is a natural
result of it.
But it does now appear to me that it has reached the point where

it is most difficult to get a general perspective on what took place.
There are literally thousands of pieces and, to me, at least, it becomes
a bit confusing to attempt to deal with individual pieces.
So, I think that perhaps, if I may give you a general perspective,

as I recall it, then it may permit the committee to better hone its
questions and enable you to ask whatever it is you are after.
I will make it as brief as I can.
What I found was that the U.S. Government thought it to be in

the national interest of this country to create a closed market for
uranium. I was not then nor am I now privy to what went on in the
Government's mind. I suspect it was not a great deal different in
principle than what went on in the Canadian Government's mind.
In any event, my understanding of the situation was that the U.S.

Government felt that the development of an essential resource,
namely uranium, was very much in the national interest and the
Governemnt did not want to do it itself, but it preferred that job
be done by private industry.
In order to do that, it was necessary to have a market price struc-

ture that had some element of stability in it, so as to encourage the
necessary investment and risk taking.
I do not comment on the wisdom or lack of it. That is my under-

standing of it.
I understand very well the result of it, however. The result of it

was that the world's richest potential market for the sale of uranium
was thereupon foreclosed to the rest of the world as an effective
practical matter.
This was particularly upsetting to the Canadian Government. I

suppose it was for these reasons. One was, perhaps a narrow economic
reason, which was that the Canadian Government had a very
practical political problem on its hands, which was sustaining the
economies of the mining communities.
In fact, it was for this particular reason that the Canadian Gov-

ernment established a company, a Crown company, in other words,
one owned by the Canadian Government.
Excuse me,-
Mr. HADDAD. We have had some testimony on that and I appreciate

the generalizations which we do need, but-
Mr. JACKSON. May I think 
Mr. HADDAD. What did you learn about the cartel and why were

you called in?
Mr. JACKSON. Let me make my point then, if you are not interested

in the additional explanation.
The Canadian Government, because of the U.S. Government action,

regarded the U.S. market as being foreclosed. The Canadians did
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not have an adequate internal market to support their uraniumindustry, to bring about that development that they wanted. They,therefore, had to look to export sales in the world market.The world market was unstable, and the prices were considerablylower than those prices in the United States. So, what the CanadianGovernment set out to do, as it perceived in its own national interestto be the thing to do, was simply to get rid of a free market abroadto the extent that it could. In other words, it sought to stabilize theprice of uranium at a higher level in order to permit the carrying onof exploration programs inside Canada.
Now, at the time—and I get more precisely to your question—what I found was that there had been two developments of con-siderable importance. The first was that the Canadian Governmenthad engaged in bilateral discussions with a variety of governmentsduring, I believe, 1970 and 1971.
Those governments included West Germany, Japan, France, SouthAfrica, perhaps Australia—I have no clear record on that—but Inever saw any minutes of those meetings. I do not know the results.Mr. HADDAD. You are saying that Canada organized the cartel?Mr. JACKSON. I am saying that Canada carried on bilateral dis-cussions with countries, some of whom were consumers and some ofwhom were producing countries. That was the first development.The second development was this. I am not aware of who took theinitiative in it. But, the second development, from my particularperspective, was that in early February of 1972, there was a meetingheld in Paris. According to the information I have, Gulf was neithera party to that meeting nor did it attend it. That meeting wascomprised really of two sections.
One was a meeting of governmental personnel and the secondphase of it was a meeting of producers.
Mr. HADDAD. That, in effect, brought you into the picture?Mr. JACKSON. Not quite.
That occurred before I came into the picture.Mr. GORE. If counsel will yield briefly, let me say this.We have a document here, and I will ask the staff to give you acopy. It was a preliminary draft prepared by Mr. O'Hara whosucceeded you as the lawyer responsible for determining the rela-tionship between Gulf and the cartel and the implications of thatWithout objection, document ()LOA No. 58a will be inserted intothe record at this point.

point.
[The document referred to follows:]
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OLOA No. 58a

0 0 0 0 0 i 5
11X-- SZ.-• 1

July 20, 1972
(PRIVATI.; AND CONFIDENTIAL) (Draft - FRO: is)

Re: Uranium Market Research Organization

Meeting was held in offices of GY,CL in Toronto,

Canada on July 19, 1972 to discuss the pr
esent status of

Uranium Market Research Organization 
("Organization"). Present .

were:

S. A. Zagnoli

R. D. Jackson

N. Ediger

M. W. Ramsey

B. T. Gregg

R. Allen

Bud Estev

F. R. O'Hara

A. General Factual Background

were:

• The general background facts develope
d during discussion

(1) Initiative in formation of the organization 
was

taken by governments. Initial, discussions were between governme
nts

of Canada and Australia.- Ip,this connection it is noted that—
there

is some indication that three of the 
participants in the present

Organization (Nufcor, Rio Tinto Zinc and 
Uranex) had their oxn

. group prior to governments taking initiativ
e for formation of the

present Organization.
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(2) The basic purposes of Governments in directing the

formation of this Organization was:

' To bring About cooperation between industry and

government in stabilizing world-wide uranium market

in order to preserve long-term supply of this material.

This is to be accomplished by setting minimum prices

and allocating quotas to each producing country during

. this present period of oversupply in order to avoid

shortages in future periods of increased demand.

(3) The initial Canadian government contacts with

...Canadian producers did not involve Gulf Minerals of Canada Limited.

(GMCL) or UCL, its German partner in the-Rabbit Lake project.

(4) Neither GMCL nor UCL participated in the first

meetings of the Organization in Paris on February 7 and 8, 1972.

(5) Subsequent meetings were held in Paris in March

and April 1972. GMCL's fist participation was at meeting

Johannesburg, S. A. on May 31, June 1 and 2, 1972.

At this meeting it was agreed that a Secretariat should

be established and that it should be temporarily .located in Paris.

Ultimately it should be located in a neutral country. The Secretariat
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is directed by a
n Operating Committee which co

nsists of a member

and alternate from 
each of the five participating 

groups_

A list of the five groups pres
ently participating in

the Organization is attac
hed hereto (Exhibit No. 1) a

long with

the minutes of the first 
Operating Committee meeting

 in

Johannesburg, S.A.

A second meeting of the Opera
ting Committee Was held

in Cannes, France on July 6
 and 7, 1972. A copy of the minutes

of this meeting is attached
.

Subsequent Operating Committ
ee meetings are scheduled

in Sydney, Australia on Oct
ober 2 and 3, 1972 and Toronto,

 Canada

• --
on NoVember'17, 1972:.

•

. • .

(6) Two of the five participati
ng groups (Australia .

and Canada) have private 
enterprise participation; the 

share

of the group quota for ea
ch of the participants in thes

e groups.

has not yet been determin
ed.

(7) The domestic markets of F
rance, South Africa,

Australia, Canada and the U
nited states are open. All participants

in the Organization can quote o
n each of these markets Wit

hout

restriction. (Note: There is an indication that
 some of the

••

participants want to rev
iew the question of exclusio

n of the

U.S. market if and when U. 
S. A.E.C. ban on imports is 

lifted.)
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(8) Though the Organization was formed through

government impetus, there is no written inter-government

agreement. Also there is no written agreement among participants.

Only documents embodying agreement of participants are the minutes

of the Operating Committee meetings.

(9). Minutes of the Johannesburg meeting (p. 4) indicate :

quite clearly that the effects f the Organization's activities will

extend well beyond 1980; in fact effects are open ended. This is

true even though present participants view term of Organization

as extending only through 1980, (Original term was through 1977.)

• _ -
(10) Price in the U.S. market will ultimately depend

on what RTZ, Uranex and Nafcor are willing to quote for movement of.

non-U.S. material into U.S. if USAEC import ban is lifted.

(Latest word on this is that USAEC will make a decision sometime

in 1974 but nobody in the industry anticipates import ban will be

lifted before 1978.)

(11) In theory it is possible to use non-U.S. material

in a U.S. reactor. Import, ban effectively results from fact that

non-U.S. uranium can not be enriched in U.S. Since ex-U.S. cost

Of enrichment is about double-U.S.A.E.C.'cost, there is an effective

a ban on imnorts into U.S. of non-U.S. material'. (Note: This cost

Picture is changing as technology develops outside the U.S.).
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(12) References to Westinghouse competition for Sweden

and Yugoslavia business (p. 6, 7 and 
8 of Johannesburg minutes) do

not necessarily refer to U.S. source ura
nium. However, Westinghouse

purchased in 1967 some New Mexico uranium from 
Anaconda and

apparently is in a short term oversupply posi
tion.

(13) Proven uranium reserves in U.S. are all in the hands of

U. S. producers except for small part he
ld by Rio Algom (Canadian

producer 53% owned by RTZ). This small part all committed to

I
Duke Power through 1985.

Noranda, a rough and tough Canadian company with abo
ut

20;000 shareholders, is engaged in explo
ration in the U.S. This •

company is a potential private litigant if
 it were adversely

affected by Organization's activities; e.g
. Noranda is presently

challenging Saskatchewan provincial export
 regulations on potash.

(14) American companies active in uranium explorat
ion.

abroad include GMCL in Rabbit Lake and Get
ty which has 35% interest

in an Australian discove.ryThese are only . n
on-U.S. reserver''"

held by U.S. companies. Some U.S, companies which are active in

exploration abroad are:

Phelps Dodge (owns Western Nuclear and Wester
n Mining)

- active in Australian exploration

Jersey Nuclear - active in Australian and African exnloratio
•

Mobil active in Australia

Cities Service - active in Australia

26-608 0 - 78 - 6
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(1.5) Canadian Government officials concerned with the

Organization are:

Mx. McDonald - Minister of Department of Energy
and Mineral Resources (EMR)

Mr. Austin - Deputy Minister of EMR

Mr. G. M. MacNabb - Director of Bureau of Energy in Etat

Bud Estey says McDonald is key man; unfortunately, much

of his authority is delegated to Austin who seems to be less

reliable.

Also involved is Mr. John Runnalls who is Senior

Advisor for Uranium and Nuclear Energy to the Department of EMR.

-(Note: 
. •

Transcript Of telephone conversation between N.. Ediger
• .- • • • • -

and Mr. Runnals which outlines the means by which the Canadian

government will require. Canadian producers to participate in the

Organization will be sent to R. D. Jackson.)

(16) Prices set in minutes of Johannesburg meeting (p4)

are higher for Japan, Taiwarl-and Korea than for the rest of'wOrld.

Reason .for this is because in these countries business must be.

done through agents and this results in increased sales costs.

:16

A
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(17) Bud Estey sees maximum protection 
in Canada by keeping

the Canadian Federal
 Bureaucracy involved as much as p

ossible.

He also suggests tha
t there be nothing in writing. Bud also

feels that there should not
 be too much of a problem with th

e

Attorney General of the Provi
nce.

B. United States Antitrust Consi
derations 

The basic U. S. Antitrust con
siderations are:

(a) Whether immunity from prosecution f
rom U.S. Antitrust

Laws is afforded by virtue of 
the government of Canada "requiring

"

that all Canadian producers 
participate in the Organization; and

•
:(b) Even if no immunity is. provided 

under (a) shove,

can we conclude that there is no 
unreasonable antitrust risk

involved because the operations o
f the Organization have little .

or no impact on U. S. foreign com
merce.

1. Canadian Government Reauirements.
 The nature of

the Canadian government acelVity in 
'fostering the Organizat.ica—

is still a bit fuzzy; however, it is 
beginning to crystallize .

and it would appear that we have a fairly
 strong position in

this connection.

The Ganadian Government involvemen
t in this matter

was apparently first publicl announced on Jun: 19, 1969,
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;n a statement of the government's policy with respect to

future sales of uranium to other countries . . ."; this

statement was given on June 19, .1969, in the 11:-,use of Commons

by Otto E. Lang, then Minister of Energy (now Minister of

Justice). In his statement Mr. Lang said

. . we will henceforth require that all

contracts covering the export of uranium or

:thorium be examined and approved by the appropriate

federal agency before any application for an export

permit is considered. The examination will cover

all aspects and implications of the contract such

as nuclear safeguards, the relationship between

contracting parties, reserves, rate of exploitation, -

domestic requirements domestic processing facilities, ,

and selling and pricing policy. Approval will not

normally be given to contracts of morn than ten years'

duration unless provision is made for renegotiation

of price."

Atomic Energy Control At (Section 9) provides for

regulations to be issued by Atomic Energy Control Board (AECB);

Act also provides that Board 'Will act in accord,:nce with

Ministerial Directive's issued from time to tim. (Section 7).
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As indicated above the Canadian Govern
ment control is to be

exercised via the export permit route. Three direct steps which

have been or are about to be taken are:

(a) A regulation will be issued by AECB under

Section 9 of the Act and it will reaffirm 
the

Obligation imposed on AECB to respond td

Ministerial directives issued from time to

time concerning such things as prices, quanti
ties,

etc. This regulation will become a matter of

public record.

OD) Next step IS issuance of Ministerial Directive

which is not published (however, it may be

possible for us to obtain a copy). This

directive (which apparently was issued on July 
14,

1972, at least in draft form) will say som
ething

to the effect that "the following prices a
nd

•

conditions will apply to all eknort contracts

not disposed of by,AECB (i.e. for which no

export license has been granted) at the ti
me'

of the coming into effect of these regulat
ions."

(This is quoted as N. Ediger took it down over

the telephone.)

The above reference to 
"prices and conditions"
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is to the prices and rules of the Organization

as set forth in the minutes of the Johannesburg

meeting.

(c) Sometime in August, the Minister of EMR will

issue a public statement to the effect that

the above ministerial directive has been issued

in the public interest". He will also state

that it is not in "p,ablic interest" for details

of these export license conditions to be made

public and, therefore, they will not be published.

2. Imnact on U. S. Com27erce. The following points-.

(a) Position here seems to be weakened a bit by

the extension of the term of Organization until

1980 and the fact that. effects of Organization

rules may'erend well beyond 1980.

(b) U. S. source uranium can be exported from the

U.S. This requires a license which is relatively

easy to obtain. Practically speaking, there have

been very few. experts because U.S. prices are too
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high; (they are higher than the prices set a
t

Johannesburg.) and because U. S. producers wi
th

only U. S. reserves are reluctant to sell

overseas because of projected large U.S. d
emand at

these higher prices.

To date export deals (for delivery during 
period

1966-1975) have been made to extent of about

5,000 tons. Included in this 5,000 tons are

government to government deals, e.g. sale of U.
S.

uranium for purchase by the Germans of starf
ighter .

airplanes.

.(c) Possible Argument: If world Uranium market becomes

more orderly U. S. exports will be promote
d, thus

impact on U. S. commerce will be favorable.

(d) Possible.Problem: Private U. S. company (e.g.

WestinghOiasermay argue that Organization ru
le -have

adversely affected their ability to make 
package

export deals, i.e. reactor and first fuel 
core.

. (This can be countered by showing wi
llingness of

non-U.S. producers to make non-U.S. materi
al avail-

able at price - presumably lower than i
n U. S. market.)
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Exhibit 1

Uranium Market ReAearch Organization

Canadian Grouo 

Rio Algom - 53% - RTZ

Denison - Strictly Private

Eldorado - Canadian Government

- U Can

R L Joint Venture , - UCL - Canadian Sub, of German Group

GMCL

South Africa

Nufcor 7 (28 producers) basically S.A. Govt.

•_ Chamber of Mines :

France

Uranex (Gabon/Niger/France)

. Cent. Afr. Republic

Rio Tinto Zinc

PalaboroAIKU - Multiple country production

- ustralia, SWA,.So Africa

Australia

5 Potential Producers (All private Consortium

QML (Marketing or Production may evolve

_under Government. direction.)
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Mr. JACKSON. Permit me one minor interruption. I have already
thanked you for the promotion you gave me, but I want to make it
clear. I think it is important to make this clear.
While I would be very happy to be recognized as the lawyer who

had the sole responsibility 
Mr. GORE. I did not say the sole responsibility.
Mr. JACKSON. But the fact is that there was a legal team. I have

so testified before.
Mr. GORE. Mr. Jackson, were you asked to examine the implica-

tions of the relationship between Gulf and the cartel?
Mr. JACKSON. At the time that I came in, the question was that

Gulf was being placed in a position where cartel membership was a
distinct possibility.
The basic anatomy of the cartel and the basic terms and rules were

actually put together in Paris at a meeting in the latter part of

February.
Mr. GORE. Were you asked to determine the implications of Gulf's

decision to join the cartel?
Mr. JACKSON. I am answering that.
The question that was put to me was not one of examining the

implications of the cartel. The cartel was not then in existence.
Mr. GORE. Were you asked to determine whether or not it would

be legal for Gulf to join the cartel?
Mr. JACKSON. I was asked to determine the antitrust hazards that

were incident to possible involvement of a Gulf subsidiary in the
uranium cartel, yes.
Mr. GORE. So the answer to my question is yes?
Mr. JACKSON. I was asked to examine the implications of antitrust

exposure in the United States of Gulf Oil Corp., as to the involvement

of a Canadian company, wholly owned by Gulf Corp., GMCL in a
uranium cartel that was considering being put together, yes.
Mr. GORE. So, you were asked to determine the legal consequences

of a decision by Gulf for one of its wholly owned subsidiaries to
join a cartel; is that right?
Mr. JACKSON. Yes. My principal assignment was to work in

collaboration with a team of lawyers to look at the various aspects
of that, including both Canadian lawyers and American lawyers,
so yes.
Mr. GORE. Were you primarily responsible for answering the

questions raised by Gulf's decision to join the cartel?
Mr. JACKSON. I was not.
Mr. GORE. Who was the lawyer in charge of that team?
Mr. JACKSON. The General Counsel of Gulf Oil Corp., has the

responsibility for determining the position of the Legal Department

of Gulf Oil Corp.
Mr. GORE. Did he delegate to you the task of answering that

question?
Mr. JACKSON. No, sir, he did not.
Mr. GORE. Who did he delegate that that to?
Mr. JACKSON. He did not delegate it, to my knowledge.
Mr. GORE. Then you are disputing here today that you were asked

to play the primary role in investigating this question of whether

Gulf could legally join the cartel or not; is that right?
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Mr. JACKSON. I dislike the term "dispute." That is your word,
Mr. Gore. I was one of a team of lawyers that had been asked to
analyze a rather complicated situation. I was never given the pri-
mary responsibility.
Mr. GORE. You were the author of the legal opinion that Gulf

relied on as its justification for joining the cartel, were you not?
Mr. JACKSON. I have two points on that.
Mr. GORE. Is the answer to that question yes or no?
Mr. JACKSON. The answer is neither yes nor no.
Mr. GORE. Were you the author of the document that Gulf relied

on as its version of why it was legal for it to join the cartel? You
are familiar with the Jackson memorandum of September 8, 1972.
Was that document prepared by you?
Mr. JACKSON. The answer to the question as to whether the Sep-

tember 8 document that has my name on it was prepared by me, is
yes.
Mr. GORE. Was that document relied upon by Gulf as its justifica-

tion for joining the cartel legally?
Mr. JACKSON. No, sir, it was not.
Mr. GORE. It was certainly cited by Gulf officials quite frequently

as the study that they relied upon in their determination that they
were not violating the antitrust laws.
If we are going to haggle about as simple and obvious a point as

that, we will not make much progress with you here today on the
witness stand. That seems obvious to me.
Mr. JACKSON. Mr. Gore, you will make as much progress with me

as you desire, and I will cooperate as fully as possible if you will let
me answer the question from my perspective. I think I can clarify
what I mean by that.
Mr. GORE. I am beginning to have my doubts, but please proceed.
Mr. JACKSON. I shall, with your permission, of course.
The principles included in the legal opinion were certainly relied

upon by the business side of the house in making their decision.
There is no question about that.
The decision of Gulf to participate in the cartel, however, from my

perspective, was made in advance of the date of that opinion.
The decision to participate was made, to the best of my recollection,

either shortly before the Johannesburg meeting, which was the end
of May or the first of June 1972, or shortly thereafter.
I, of course, have so testified to that.
Mr. GORE. What was the date of that decision, that is, to join the

cartel?
Mr. JACKSON. What is that?
Mr. GORE. You say the decision to join the cartel was made in

advance of the opinion prepared.
Mr. JACKSON. Categorically, yes.
Mr. GORE. What purpose did your opinion have, then?
Mr. HADDAD. That is late May. 1972.
Mr. GORE. Your testimony is that from your perspective Gulf

decided to join the cartel before you prepared the legal opinion in
May 1972; is that right?
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Mr. JACKSON. My testimII y is that the legal opinion is dated and
signed September 8, 1972, and that it contains the legal advice upon
which the Gulf business side of the house made its decision, to the
I. st of my recollection, either shortly bekre the Johamiesburg
meeting or shortly after.
Mr. Goa.E. Did you render legal opinions favoring entry into the

cartel or saying that it was all right to enter the cartel prior to the
I. cision that was made to enter the cartel ?
Mr. JACKSON. Yes, I did.
Mr. HADDAD. Is that a written decision in May ?
Mr. JACKSON. NO, Sir, it iS 110t.
The opinion of September 8—and again 
Mr. HADDAD. Maybe I can walk you through this. I am familiar

with the subject.
You investigated the situation and on some date in late May, right

about the time of the Johannesburg meeting, you went to Pittsburgh
and you met with a number of people. As a result of those conferences,
a legal opinion was made and you have to answer to me whether this
legal opinion was recorded and then you can Walk it up the ladder
for me.
Would you talk with us about that day in specc details about who

was in the meeting and around what table you sat Whell they said :

I wonder if you did anything on May 8 in writing or whatever day
it was in May. I would like you to speak to that.
Mr. JACKSON. Yes, with the quacation that I am speaking from

my perspective only. That, of course, is the only basis kr knowledge
that I have.
The point at which a Gulf decision was made, th the best of my

recollection, was in late May or early June, either immediately pre-
ceding or immediately, shortly, after the Johannesburg meeting.
I regard the Johannesburg meeting—again from my perspective—

as that point in time at which the cartel actually came into being.
The day that I am referring to was a single day, whatever the
S. s, and there were three meetings held on that S.

The first meeting I held with Mr. Irwin Coleman, whom I have
already described as Gulf's Associate General Counsel in charge of
antitrust matters.
Mr. Frank O'Hara may or may not have been there. I am really

not too clear on that. Mr. Edward Howrey of the Howrey & Simon
firm was present. At that time we reviewed the salient legal considera-
tions and arrived at a consensus of view as to what we would recom-
mend th the general counsel.
Mr. HADDAD. What was your input into that meeting ? Did your

view coincide with other people ? Were you the impetus kr that
S. cision at that level ? What independent research and knowledge
did they bring into that meeting ? Had they looked at the minutes
Sf the cartel meeting ? Had they done any of the in-house legal work,
or was that all on your shoulders ?
Mr. JACKSON. No, the team tnily worked as a team. There WaS no

sS. cc assignment of responsibility.
Mr. HADDAD. Did they look at the minutes as well ?
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Mr. JACKSON. I do not recall that part. I am virtually certain that
Irwin Coleman would have because Irwin was the one who had the
primary responsibility with respect to Mr. Minks and also with respect
to the outside counsel in the United States.
But let me say that the lawyers cross-pollinated beyond any doubt.
Mr. HADDAD. Mr. Jackson, the reason we are into this is that Gulf

has told us repeatedly that "it is the Jackson memo; the Jackson
brief; and the Jackson this and the Jackson that." That is why we
want to know. They put it all on your shoulders. That is what
Mr. Gore meant.
So you had meeting number one. You met with Coleman; right?
What was meeting No. 2? Who was in meeting No. 2 and what did

you do?
Mr. JACKSON. I will answer that, but it may clarify things, Mr.

Gore, if I will say this. I am not attempting in any way to avoid
responsibility for what I put my name on, and I never have.
What I am trying to say to you, sir, is, that the opinion was the

composite result of a very complicated and extensive legal team effort
that involved a minimum -of half a dozen lawyers from time to time
occupying varying roles and a continuing exchange of viewpoints.
Mr. HADDAD. Including executives of Gulf who are not lawyers?
Mr. JACKSON. The only contacts I had with executives of Gulf—

perhaps we should define the word "executive."
Mr. HADDAD. I am not talking about the executive of Gulf—
Mr. JACKSON. Are you talking about people on the business side of

the house?
Mr. HADDAD. Yes.
Mr. JACKSON. I can tell you about that quickly. In Canada my

point of contact was Nick Ediger. He was in charge of GMCL's
Toronto office. As far as the American side of the house was con-
cerned, I had contacts with Mr. Zagnoli. I believe he was the executive
vice president of Gulf Minerals Co. In any event, it was the company
headquartered in Denver which had the administrative responsibility
for GMCL.
Mr. Zagnoli's superior was Mr. Ed Walker. My contacts were

primarily, of course, with Mr. Zagnoli, but on the day in question
there was a contact with Mr. Ed Walker.
The remaining contacts that I had with what we can call the

business side of the house were with Mr. Wen Ramsey. I spent several
hours and had several meetings with Wen Ramsey. in fact, I believe,
that he may have gone with me to Toronto in mid-July when we had
a definitive meeting with Mr. Ediger.
Does that answer the question?
Mr. HADDAD. Yes. I believe Mr. Ediger was there.
The second meeting was what? You left Coleman's office and you

went to Minks' office?
Mr. JACKSON. That is right.
Mr. HADDAD. Who was there when you went into Minks' office?
Mr. JACKSON. The second meeting was with Mr. Minks. My recol-

lection is—and I ask your forebearance because it has been 51/2 busy
years ago—that Jack Howrey was there Mr. Edward Howrey,
Mr. Irwin Coleman, and myself. I am less dear about whether Frank
was there or not, but I am certain about the rest of it.
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Mr. HADDAD. Were you working from a piece of paper or was it all

verbal?
Mr. JACKSON. All oral.
Mr. HADDAD. Then you left Mr. Minks' office and you went where?

Mr. JACKSON. The same day there was a meeting with Mr. Ed

Walker in Mr. Walker's office.
Mr. HADDAD. He was what at this time?
Mr. JACKSON. That is a good question. I have been asked that i

n

both depositions.
Ed was the president of Gulf Minerals Co. in Denver. He 

got

promoted and made an officer, I believe, of the parent corporati
on as

well. Whether at this particular point in time Ed was livi
ng in

Denver or had moved to Pittsburgh to assume his new duti
es, I do

not know. He can tell you that.
Mr. HADDAD. He is what you call the executive; was he not? He 

was

a member of the executive committee with responsibility 
in this

matter for the general counsel, the outside counsel, and the in-
house

counsel. When they all went into Mr. Walker's office, what did
 they

say to him?
Mr. JACKSON. One of the purposes of describing my confusion

 in

the recollection of the exact status of Mr. Walker at that tim
e gets

to this question that you just put.
I do not recall whether at that time Mr. Walker was a member

 of

the executive, the capital "E" meaning the top echelon of th
e cor-

poration that has responsibility for running it.

I do remember quite well—and I have so testified—that Mr. Wal
ker

was Mr. Zagnoli's superior and that from my perspective and the p
art

that I was playing in this, Mr. Walker was the "top of the pyr
amid"

from the business side of the house.
Mr. HADDAD. What happened at that point? Did you tell him,

 "It is

all right to join."? What did you tell him?
Mr. JACKSON. It does not make any difference, but I am

 not

entirely clear in my recollection that I went in to see Mr. Walk
er.

I probably did.
But I know that Mr. Minks did and perhaps Mr. Howrey did, b

ut,

whatever, I know what took place. It was simply to pass alo
ng to

Mr. Walker the views of the legal department on antitrust e
xposure

involved here because Mr. Walker was, understandably, loo
king to

the lawyers.
This was the question he had.
Mr. HADDAD. I understand.
I want to pinpoint two things. No. 1, Mr. Walker, wha

tever his

title, made the decision within Gulf that it was safe to
 participate

in the cartel with full knowledge that the cartel was fi
xing prices,

setting quotas, disciplining members, and all the informati
on that

you collected and which I assume somebody transmitted to Mr. Wa
lker

on that eventful day.
Mr. JACKSON. If I may answer that by changing the order ar

ound

a little bit, I would say this.
There, of course, was never any doubt about what the "

cartel"

intended to accomplish. It was to completely frustrate free
 competi-

tion.
Mr. HADDAD. Would you say that again?
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Mr. JACKSON. I said that the purpose of the cartel was unquestion-
ably clear. It was to frustrate all of the effects of normal, free
competition. This is what a cartel is about.
Mr. HADDAD. This is what they knew?
Mr. JACKSON. Mr. Walker did not need to be informed on that.

This is precisely what gave him the point of concern. This is why
he turned to the lawyers. He said:
Look here, I have an antitrust problem. It is clear to me from a business

standpoint that it is not any great problem. You can either stay in business or
go out of business. But the question is: What are the dimensions of the legal
hazards?

Mr. HADDAD. So somebody had talked with Mr. Walker about the
problem, and he, being the top executive at Gulf, had brought in
counsel which led precisely to what we are talking about?
Mr. JACKSON. No, sir. I would agree with you in part and either

disagree or make an exception in part.
Unquestionably Mr. Walker was fully informed. He was fully

informed by the lawyers, and he was fully informed by his own
subordinate, Mr. Zagnoli.
From my perspective I cannot tell you, and I did not know then

and I do not know now, that Mr. Walker was the top of the pyramid
as far as the executive is concerned.
Mr. JACKSON. All I know is that he was the top ranking officer, if

you please, from the business standpoint and he did have full knowl-
edge of it.
But what Mr. Walker's chain of command was is something that

I am not privy to. I do not know. I did not know then.
Mr. HADDAD. What was the basis of your collective decision that it

was all right for Gulf to go ahead and join the restraint to free trade?
Mr. JACKSON. The basis of the decision, stated very simply, was

that there was no violation of U.S. antitrust laws and that the U.S.
antitrust laws did not compel Gulf to make a decision between being
subjected to the full penalties of American law for an antitrust
violation or getting out of Canada.
The second basis of the decision was that there was no substantial

adverse impact foreseen, as the cartel was structured, on U.S. exports
of uranium or on U.S. imports of uranium. Those were the two basic
points. Each was interdependent and each stood on its own feet.
Mr. HADDAD-. In all fairness you also said something else. In all

fairness to yourself you said something else. You said: "We will have
to watch it like a hawk because cartels change everyday," or words
to that effect.
Mr. JACKSON. I do not remember the precise words, but I think I

can make that point very clear to you.
Mr. LUKEN. May I ask a question here?
Mr. GORE. Certainly.
Mr. LUKEN. Something was stated earlier that I think we should

clear up. You said that the decision for Gulf to enter the cartel was
made in late May 1972; correct?
Mr. ,TAcnsoN. No. T said that from my perspective the decision

made by Mr. Walker, and I believe by the corporation, was made,
either in late May 1972 or probably early in June 1972, either shortly
before or shortly after the ,Johannesburg meeting.
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The Johannesburg meeting, from my perspective, was when the
cartel came into being.
Mr. LUKEN. I think your answer was yes, it was made in late

May 1972.
Mr. JACKSON. No, sir, I am not answering it that way.
Mr. LUKEN. Do you want to clear it up for me?
Mr. JACKSON. Yes.
Mr. LUKEN. What is the difference?
Mr. JACKSON. I do not know that it makes any difference at all.

The difference is one of timing. It was either late May or early June.
That is all.

t,t Mr. LUKEN. The only distinction is that it may be early June?
Mr. JACKSON. Yes.
Mr. LUKEN. When did you learn of that decision?
Mr. JACKSON. At the Ed Walker level 
Mr. LUKEN. When did you learn about that decision?
Mr. JACKSON. At the Ed Walker level, I effectively participated in

the decision.
Mr. LUKEN. Then you knew when it was made?
Mr. JACKSON. I knew when it made with Mr. Walker, yes.
Mr. LUKEN. Then the September date is not the date but it was

back in May or early June of 1972?
Mr. JACKSON. Which is what I told Mr. Gore earlier in order to

clarify because Mr. Gore made the statement—and I can understand
perfectly well why he made it, and I am not indulging in semantics—
that the legal opinion, dated September 8, was the basis for Gulf's
decision. My answer to that was that the legal opinion of September
8, 1972 was the composite result of what the various lawyers had
studied for months. The principles contained in it were those prin-
ciples which were enunciated to the corporation and which were
accepted by the corporation, and upon which it proceeded.
But it proceeded and made its fundamental practical decision for

participation either in late May or early June.
Mr. LUKEN. I heard you say that before and I hear you again.

I would like to get some information about the context in which that
decision was made.
Was it made in a meeting? You say you were there.
Mr. JACKSON. I have said that decision, from my perspective, was

made—
Mr. LUKEN. At a meeting?
Mr. JACKSON. No, that is not what I said. I said that decision, from

my perspective, was made in Pittsburgh where I was stationed at the
time, incidentally, on a day, that is, a single day either in late May or
early June. On that day there were three meetings that took place.
The first was a meeting with Mr. Irwin Coleman.
Mr. LUKEN. This was May or June?
Mr. JACKSON. Yes, the same time.
Mr. LUKEN. Not the September meeting that you were talking about

earlier?
Mr. jAcKsoN. T had no September meeting.
Mr. LUKEN. T am afraid T am contributing to the confusion here.
Mr. JAcKsoN. I am trying to do the best I can.
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Mr. LUKEN. You are talking about May meetings, Mr. Counsel?
These are the meetings that you are talking about were in May?
Mr. HADDAD. Yes. We do not have the exact date, but they were

late May and the Johannesburg meetings took place the last day of
May and the first couple days of June. You had some phone calls that
I know about from Johannesburg in that period of time.
So, if you figure out whether you got those phone calls before or

after the meeting, then you could pinpoint the date further.
That is not that necessary at the moment, however.
Mr. JACKSON. I cannot pinpoint them any closer than that. There

was one telephone call which I do remember from Roger Allen made
to me from Johannesburg. He was one of the lawyers from Denver.
But I do not recall whether the decision made from my perspective
was before the Johannesburg meeting or after. I do not think it makes
any difference.
Mr. LUKEN. The decision that was made was the result of these

meetings? You are not saying that the decision was made earlier and
staff approval was given at these meetings; are you?
Mr. JACKSON. That is precisely what I am saying. That is when

the decision was made from my perspective.
Mr. LUKEN. When these meetings occurred?
Mr. JACKSON. Yes. I am not trying to be evasive. I am attempting

to tell you what I know of my own knowledge. •
What Mr. Walker's relationships were with the rest of the execu-

tive, I do not know. I was asked in my depositions, for example,
several times if I discussed the matter with Bob Dorsey. I told him
I did not. Or, with Mr. Bill Henry. I did not discuss the matter with
the executive of Gulf and I do not know now or then what Mr. Walker's
relationship was with the rest of the executive echelon. That is all
I am trying to say.
Mr. LUKEN. I want to make sure about this. There were a series of

meetings on one fateful day, either in late May or early June, and
the results were contained in the September 8 memo; is that correct?
Mr. JACKSON. No.
Mr. HADDAD. You had the verbal meetings in May. When did you

put that down on paper?
Mr. JACKSON. I do not remember the particular point in time at

which I began the drafting work on the comprehensive legal opinion
that you now refer to as the "Jackson memorandum." Quite obviously
that was done over a period of time.
Mr. HADDAD. In answer to the Congressman's question, it was

completed approximately September 8 or some period of time in
September?
Mr. JACKSON. That is correct.
Mr. HADDAD. When did you leave Gulf?
Mr. JACKSON. I went off their payroll the first of August.
Mr. HADDAD. Did you put the memo together when you were off

their payroll, or was it in the works?
Mr. JACKSON. I can answer that this way. At the time that the legal

opinion was transmitted to Mr. Ediger, there was also a cover letter
that went with it dated September 8, 1972.
My recollection is that in that cover letter, I note the fact that the

opinion had been written or dictated earlier in its final form.

II
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But there had been one event which took place in late July or the
early part of August. I therefore had prepared a separate addendum
to the opinion. When that occurred, that is when 1 signed the final
opinion.
Mr. HADDAD. You are at the heart of the issue. You are a very good

lawyer.
But before I get to that I have to ask you one question. You are not

sure yet whether you were in the meeting at which Mr. Walker said:
"All right, boys, go."
But it was that same day. The decision was made on the verbal

information that same day. You do not know what Mr. Walker did
on the other side, above him, but you know that, as far as you are
concerned, that decision was made that day by Mr. Walker, not
Mr. Zagnoli ?
Mr. JACKSON. That is correct.
Mr. HADDAD. Getting back to the meeting in May, you had two

lines of defense which convinced you that if they watched it carefully
they would be safe under antitrust law. One of those was compul-
sion. What did you base that compulsion on in May, not July, but in
May? What was the basis of that decision on compulsion?
Mr. JACKSON. I would appreciate it very much. Mr. Langdon of

your staff and Mr. Atkisson of the congressional staff have very
kindly offered me the opportunity of presenting a written statement.
I asked to do that because this thing had gotten so complicated that
I felt a relatively simple statement would save everybody time.
They graciously gave me permission to do that. Then I ungraciously

got so busy that I did not do it. For this I apologize.
Mr. HADDAD. No apology is needed.
Mr. JACKSON. Hopefully in the course of our discussions today I

can tell you everything that I know of my own knowledge.
Would you please be kind enough to tell me precisely the point you

are getting at?
Mr. HADDAD. I am now in the three meetings. I am in Pittsburgh.

It is May. One of the two legs that Gulf stands on is compulsion.
From your perspective, what constituted compulsion? What were

the ingredients of compulsion that you used in May? We know about
the regulations in July. I am talking about May.
What led you independently to that belief?
Mr. JACKSON. The primary purpose from my perspective of pre-

paring what is now called the "Jackson memorandum," which is the
opinion dated September 8, was to document those facts upon which
my conclusion was reached on the question of effective Canadian
Government direction.
I would very much appreciate it, if that opinion is not a matter of

record for the committee, that it be included in the record.
Mr. HADDAD. You are talking about the written opinion of the 8th?
Mr. JACKSON. Yes.
Mr. GORE. Without objection, that will be included in the record at

this point.
[See appendix, p. 187, this hearing.]
Mr. HADDAD. Specifically on that question, it is compulsion and it

is May and the decision is made. But what constitutes compulsion on

26-608 0 - 78 - 7
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the record in late May before the Johannesburg or after the Johan-
nesburg meeting in 1972?
Mr. JACKSON. It is composed of two elements. Again, the question

calls for an extended answer. I am glad that the chairman has
graciously accepted that to go into the record because it will detail
what I cannot now recall.
The general answer, however, is that there was a general back-

ground perspective of the attitude of the Canadian Government, that
is, what the government at the very highest levels regarded as being
in the national interest, specifically directed to uranium and all of its
aspects.
This began with a statement by the Prime Minister in 1965. It

extended through a variety of other ministers in 1969, 1970, 1971,
1972, and perhaps right now. I do not know.

It was abundantly clear—and I think that a reading of my opinion
will show it because I did not create these opinions of the top people
in Canada—that the Canadian Government regarded it as being in
the national interest that they control absolutely every aspect of the
conduct of the uranium business in Canada.
Mr. HADDAD. We do not have any disagreement about that.
I am narrowly focused, Mr. Jackson, on compulsion. Compulsion,

to me, is force. Compulsion is submission under dire threat.
What in May constituted compulsion? Leave aside the statements

of the Canadian Government, which I think are very clear. They
wanted to do it. They set out to do it.
What is there on the record in May? I am sitting here, as you know,

with contrary information. Before I put it in the record I am trying
to get your expression and documentation for your argument.
Mr. JACKSON. Give or take a few inaccuracies in date, this is what

was on the record as of that period of time.
Mr. HADDAD. On the specific point of compulsion.
Mr. JACKSON. Yes.
I do not want to take up the committee's time.
Mr. HADDAD. We have all day.
Mr. JACKSON. Thank you.
But if we are both using the same word "compulsion" and mean

something different 
Mr. HADDAD. Define it for me. I mean arm-twisting.
Mr. JACKSON. "Compulsion" means to me whether in an economic

sense Gulf wanted to stay and participate in the uranium industry in
Canada or get out.
Mr. HADDAD. You are saying the threat from the Canadian Govern-

ment was that you would either join the cartel or you would be
thrown in the lake; is that right?
Mr. JACKSON. The Canadian Government was far too sophisticated,

as indeed is our own, when talking in terms of sugar cartels or steel
arrangements or other arrangements for whatever the reasons may
be to make explicit threats
Mr. HADDAD. Let me stop you there. This is a very important point.
In May there was no explicit threat to Gulf in terms of compulsion?

Is that your testimony?
Mr. JACKSON. No, sir, not as I interpret the word "compulsion."

I am not playing games with you on words.

4
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Mr. HADDAD. It is simple. Compulsion is that I take his arm and
I twist it. You give or it breaks. We have gone through these semantic
arguments before. Compulsion is required and forced.
I am looking for one example or one incident or one memo or one

record or one conversation or one follow-through or one example,
something that demonstrates compulsion in the simple-minded Web-
ster's dictionary definition of compulsion and in the simple-minded
antitrust definition of compulsion.
Mr. Koppell wanted to say something.
Mr. KOPPELL. Was there a Canadian law that compelled you?

Mr. Haddad keeps talking about arm-twisting. We are not talking
about someone forcing at the point of a gun or twisting any individ-
ual's arm.
Was there Canadian law? Why do we not go down that situation?

Was that a law that required your participation?
Mr. JACKSON. Apart from reading the opinion which details the

facts that in my judgment constituted legal compulsion, if the com-
mittee will indulge me just a few moments, I can tell you, whether
you agree with me or not, what my opinion was based on.
I said that it was based upon the general background perspective

of government declarations at the highest level as to what the national
interest of Canada was with particular reference to control of every
aspect of the uranium industry.
Second, I suppose it was either right before or right after the

meeting of the so-called specialists in Paris in late February, the
government's position with respect to GMCL completely changed.
The position prior to that time, as I understood it from my perspec-
tive, was that GMLC was not required to participate in any type of
producers' arrangement to control prices or fix production quotas or
allocate or anything else.
The simple reason was that at that point in time GMCL was not a

Canadian producer. GMCL did not become a Canadian producer
until some 2 or 3 years after the cartel came into being.
A second reason for this was that GMCL, having some 9 to 10

percent of the probable recoverable uranium reserves in Canada, was,
in a sense, faced with exactly the same problem that other Canadian
producers were. That was that they had no market.
Gulf solved its problem or thought it had by working out a private

joint venture arrangement with a subsidiary, a Canadian subsidiary,
of another subsidiary of RWE, which is perhaps the largest utility
in Western Germany.
Without getting into the details of that arrangement, what it pro-

vided was an assured market for an adequate amount of uranium to
justify an economic recovery for Gulf.
In order to get that provision, Gulf, of course, sold or disposed of

a substantial portion of what it owned. So, Gulf was in excellent
condition, and Gulf attempted not to get involved in the cartel.
The Canadian Government, however, took the position under the

pressure of negotiations with other producers world-wide that GMCL
did, that is, GMCL's potential production had to be considered in
arriving at market quotas.
Mr. KOPPELL. Let us take two things.
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First of all, you said that Gulf tried not to be in the cartel. That
was the first thing you said.
Mr. JACKSON. Yes.
Mr. KOPPELL. What is the evidence of that?
gr. JACKSON. The evidence of that, from my perspective, is that

there was no economic rationale for Gulf to join the cartel.
Mr. KOPPELL. Do you recall any document or anything of that sort

that indicated that Gulf tried not to participate in the cartel?
Mr. JACKSON. Yes, I do. I recall correspondence and statements

with my clients. The general background is that Gulf was "invited"
to a meeting of the so-called Canadian producers at the direction of
some of the ministerial people after the Paris meetings had already
started.
Mr. GORE. Mr. Jackson, that was the invitation that was drafted

and typed by a Gulf employee and then presented to the Canadian
official for signature;  is that right?
Mr. JACKSON. Not to my knowledge.
Mr. GORE. I think the record will show that.
That was the invitation to Mr. Gregg to be a member of the

operating committee. I stand corrected on that.
Mr. JACKSON. Yes, because Mr. Gregg at that point in time was

unknown to me and had nothing to do with it.
Mr. GORE. If counsel will yield further, you said that you based

your argument that Gulf was compelled to join the cartel on state-
ments by Canadian officials. You do not cite any specific statements.
I would like to refer you to a document that is already in the

record [p. 547, vol. I]. It is the statement by Canadian officials. It is
document No. 47, if the staff would provide you with it.
It is a confidential memorandum prepared by Mr. Runnalls, a

minister in the Canadian Government and sent to Mr. Austin. It is
summarizing the Johannesburg meeting. It is the Canadian producers
part of the meeting at Johannesburg.
Mr. Austin makes the statement about the Canadian Government's

policy at page six. I quote:
Mr. Austin went on to say that there was a second tenet, namely that the

government had had, as its policy stance from the beginning, that it would
not force Canadian producers into an arrangement.

I refer you now to a second document. This is No. 58A that I began
referring to earlier several minutes ago. This is a draft of an opinion
by Mr. O'Hara who succeeded you. I refer to page 7.
I would add that the memorandum refers to and summarizes a

meeting which you attended along with Mr. Zagnoli, Mr. Ediger,
Mr. Ramsey, and others [see p. 73].
Mr. GORE. In reviewing the compulsion argument in this legal

document or legal opinion, the memorandum says:
The nature of the Canadian Government activity in fostering the organization

is still a bit fuzzy. However, it is beginning to crystallize and it would appear
that we have a fairly strong position in this connection.

Then at the top of the page along the same line the document, an
internal Gulf document, says:
Bud Estey sees maximum protection in Canada by keeping the Canadian

federal bureaucracy involved as much as possible. He also suggested there be
nothing in writing.
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Going down a bit, it continues:
The basic antitrust considerations are (a) whether immunity from protection

from U.S. antitrust laws is afforded by virtue of the government of Canada
"requiring" that all Canadian producers participate in the organization.

I will pause there to reflect upon the fact that when a, word is put
in quotes in the way it is put in quotes there, it usually indicates that
it has a certain dubiousness about it.
"By virtue of the government of Canada 'requiring' that all Can-

adian producers participate . . ." Gulf summarized the situation at
that time. This is in June 1972. This is the date of the memo.
At the same time, this other memo was written by Canadian

officials saying that the government has had as its policy stance from
the beginning that it would not force Canadian producers into an
arrangement.
Now, with that as background, you were asked by counsel for an

explanation as to what you relied upon for evidence that there was
compulsion by the Canadian Government. But I get the impression
from the internal Gulf memoranda that it was one of the briar patch
deals: "Please do not throw us in the briar patch." You wanted
compulsion. You wanted regulations. You wanted them to "require"
Gulf of participate, and you wanted the Canadian bureauracy
involved as much as you could involve them in order to provide a
semblance of a defense if you were later caught with your hands in
the cookie jar.
What other evidence can you give us that there was any compulsion

on the part of the Canadian government?
-Without objection the subcommittee will have a short recess.
[Brief recess.]
Mr. GORE. The subcommittee will come back to order.
Mr. Jackson, before our brief recess that we just concluded, I asked

you a rather lengthy question. I want now to afford you an oppor-
tunity to reply
Mr. JACKSON. Thank you. I will do the best I can.
You inadvertently referred to, I think it was, Mr. O'Hara's legal

document as being dated in June.
Mr. GORE. Perhaps I did. It is July 20, 1972. The Canadian docu-

ment is dated June of 1972. It is dated June 15, 1972.
Mr. JACKSON. That is correct.
You also characterized Mr. O'Hara's document as a legal opinion.

I do not know whether it is or is not. This is the first time I have
ever seen it.
Mr. GORE. It is a very intriguing document. There is no question

about it. It is the first time that it has been introduced into the public
record. It contradicts several impressions that have been laid on the
public record heretofore. One of them you mentioned at the very
beginning of your testimony, that the government has initiated all of
this.
I am quoting from page 1. He says:
It is noted that there is some indication that three of the participants in the

present organization—Nufcor, Rio Tinto Zinc, and Uranex—had their own group
prior to government taking initiative for formation of the present organization.

I agree with you that it is an intriguing document.
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Mr. JACKSON. I have not had time to read it. My recollection is thatNufcor is really an alter ego for the Government of the Republic ofSouth Africa. RTZ is another matter. That is a private organization.I have no knowledge of that one.
I was trying to keep in mind the questions that I think you wereputting to me, Mr. Gore. Directing myself to the exhibit which Ithink is numbered 47, [see Volume 1], which is the June 15th letterfrom Mr. Runnalls who is a representative of the CanadianGovernment 
Mr. GORE. This is the document where it says that the governmenthad had as its policy stance from the beginning that it would notforce Canadian producers into an arrangement.
Mr. JACKSON. Yes. I am pleased to comment on that. I will try tokeep this as brief as I can.
From the antitrust practitioner's standpoint there were two areasof ambiguity or lack of certainty, in any event, about who was saying

what as far as the Canadian Government was concerned. Both ofthese bothered me, particularly up to the point in time shortly pre-ceding the finalizing of my document.
One was that people, specifically Mr. Austin and Mr. MacNabb,occupied a dual position. They wore two hats.
Mr. Austin was the Deputy Minister of EMR and Mr. MacNabbwas the Assistant Deputy Minister. Each of those gentlemen was alsoa corporate official in one of the crown companies. I think it was UCL.There was difficulty in my mind in determining at any particularpoint in time whether either of these gentlemen might be speakingwith his business hat on or whether he was speaking in a govern-mental capacity.
Another difficulty that I had was that these same gentlemen, onoccasions, would say that, "This is just me talking." They would saythey did not know what the Cabinet's position was and they wouldnot purport to talk for the Cabinet, and at other times it was thereciprocal.
So from the standpoint of the only American-based company inCanada, it was difficult for me, as a practitioner, particularly think-ing on down the road as to how I would be able to deal with thisquestion of compulsion and effective direction or however you careto characterize it. I knew what it was, but how was I going to beable to prove it if I had a situation of this sort?
Mr. Austin's statement and the one to which you are referring is aprime example of that. He is saying that from the very start fromthe point of view of the producers to go out there and enter into avoluntary arrangement. This is not the case.
Mr. GORE. Where does he say, "We want you producers ,)
Mr. JACKSON. I don't recall the exact language. You called myattention to it on page 6. I was really directing myself to the prin-ciple of the exhibit. T was directing myself to the principle that wesaid from the very beginning it was to he done by the producers, butthat is not so. That is Mr. Austin's statement made in a position ofposturing, as far as T am concerned.
The government. Mr. Gore, from my perspective. had some prob-lems inside, interdepartmentally, and perhaps with other govern-ments. In any event, the posture that it wanted to assume was that
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the producers were voluntarily getting together whether they were
crown companies or private companies.
They ran into what proved to be an insurmountable obstacle in

that regard, which was the Canadian Combines Investigation Act.
Mr. GoRE. In other words, the individuals in the Canadian Govern-

ment faced the possibility of violating the antitrust laws in Canada
or the combines laws in Canada. Is that what you are saying?
Mr. JACKSON. I am saying that the producer companies who were

Canadian by nationality, because you had to be or you could not be
in the uranium business, including the two crown corporations that
were owned, yes, they distinctly had the danger of violating criminal
Canadian law.
Mr. GORE. This is very interesting. If the Government compelled

Gulf Oil to join the cartel, then it would be a violation of Canadian
antitrust law. If Gulf did it on its own voluntarily, then it would be
a violation of American antitrust law.
Mr. JACKSON. I wish it had been that clear-cut. I can see how you

would arrive at that conclusion.
Mr. GORE. Where am I going wrong?
Mr. JACKSON. I hate to have to expose you to a little bit of legal

stuff here and also it is in the opinion, of course, but this is from the
standpoint of determining what actually took place.
The reason that the Canadian Government, by which I mean the

Cabinet, which is the highest authority in the country, was unable to
carry through with its original plan of having the cartel put together
simply by producer companies without visible Canadian Government
intervention was that the Canadian Combines Investigation Act pro-
vided for an absolute defense in the case of exports from Canada.
But, as always, there were two qualifications. Both of them were

very troublesome. One of the qualifications was that unless all of the
producers in that particular industry were members of the organiza-
tion, then there was no defense under the Canadian Combines Act,
or law, or whatever it is called.
Mr. GORE. Was Uranerz a member of the cartel? It formally re-

fused, didn't it?
Mr. JACKSON. I have been asked that question before, Mr. Gore.

Again, please permit me to explain it this way. I -think it will be•
helpful to this committee.
No. 1, I do recall very clearly that the German partner Uranerz

said that they had an antitrust problem in Germany.
Mr. GORE. With the German antitrust laws.
Mr. JACKSON. That is correct. This was not my point of concern.

I have never dealt with the Germans. I do not know the reality in
back of that statement or the circumstances.
I think in one of the depositions that I have been through someone

said to me, "Why did Gulf come into the cartel and Uranerz did not?"
I answered that by saying that after the explicit government direc-

tion, by which I mean the creation of the Atomic Energy Control
Board in August or September, or whenever it was, cartel member-
ship in terms of its effect on the ability to operate in Canada and
export from Canada really became a non sequitur. It was not all that
important because nobody could export uranium from Canada unless
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they got permission from the Uranium Exporting Control Board.The only way to get permission from them was to comply with thecartel rules.
Mr. GORE. Was Uranerz a member of the cartel? The answer is no,isn't it? They had representatives who went to Johannesburg andParis who sat outside the door basically. They floated around thecartel but they formally refused to participate in the cartel.
That seems to me to knock a big bole in the contention that youmade earlier that all of the companies had to formally join or elsewould be a violation of the Canadian antitrust law.
If it is a violation of the Canadian antitrust law for the govern-ment officials to compel you to join, then that is an awfully weakcompulsion. If they cannot compel you, under their own law they areprohibited from compelling you, how can you assert compulsion as adefense?
Mr. JACKSON. The primary thrust of my work for my client was to

take care of his interest. I don't mean to sound crass about it, but I
was relatively disinterested in the Germans or what happened to them.
To say, however, that the Germans were not members of the cartel

is a statement that as of the time I left this, when my involvement
ceased, I could not agree that they were not. I cannot do that for two
or three reasons.
One, for example, the document you have just given me, which is

Exhibit No. 47, was about a meeting of Canadian uranium producers.
It describes the meeting of the Canadian uranium producers.
Mr. GORE. In Johannesburg.
Mr. JACKSON. Yes. It includes Mr. Kegel but I don't know the

gentleman, but he was from Uranerz.
Also, I have seen literally hundreds and perhaps thousands of

documents. I do not have the precise document in mind at the moment
but I can find it. You gentlemen may already have it. In fact 
Mr. HADDAD. They did not join the cartel because they were worriedabout German antitrust laws and common market laws. They did sit

in on some of the producers' meetings, but they did not set foot into
the cartel in any way, shape, or form.
I guess the point the Congressman was just making was that the

Canadian Government took no action against them up to and includ-
ing the current date.
Mr. JACKSON. I have two responses. I am not quarreling with you.

I want to give you my viewpoint.
At the time I left, one could not make the statement, from my

perspective, that the Germans were not members of the cartel. For
example, the meeting following the Johannesburg meeting was held in
Cannes in France. That was the meeting at which the club dues, if
you want to put it that way, were determined. The minutes of that
meeting were sent to Uranerz along with part of the tab.
Mr. GORE. Let me pursue this point briefly. The question originally

was this. What can you cite as evidence of compulsion by the Cana-
dian Government?

All of these memoranda put "requiring" in quotes, and the govern-
ment says that they are not going to require you to do it. Mr. O'Hara,
the counsel for Gulf, says the nature of the Canadian Government
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activities still is a bit fuzzy. 'What you are giving us to counter all
of this record is a general and vague impression, based upon state-
ments dating back to 1965, that the wishes of the Canadian Govern-
ment would be that the companies voluntarily ban together and join
a cartel.
Is that a defense for an American oil company to fix prices?
Mr. JACKSON. I understand how you would look at it from your side

of the table, Mr. Gore. I would not characterize the effective direction
of the Canadian Government as either general or vague. There is
difficulty when one deals with the legal concept of "compulsion" in
the context of the American antitrust law in order to know exactly
what that constitutes. Is that somebody with a smoking pistol in his
hand or is it a set of circumstances which reasonably justify a given
conclusion?
There is no point in my taking any more of your time on it. I refer

you to my opinion.
I can only answer this way. The Canadian Government's national

interest and their declaration of it at the very highest levels made it
plain that participation by GMCL was required and was very much
in the interest of the Canadian Government
Mr. LUKEN. What evidence is there of that? You say that, but what

evidence is there that the Canadian Government did that? You have
been persistently asked to document that in some way. You are a
good lawyer. You have been accused of that today. You have not
denied it. You know what evidence is. You know what facts are. You
are giving us conclusions. All the evidence you say is to the contrary
and you call that posturing, but all the evidence is to the contrary.
With all you know about this you have not one scintilla, shall we

say, of evidence that the Canadian Government compelled this enlist-
ment?
Mr. JACKSON. Let me comment.
Mr. L-CrKEN. You have been commenting. Forget the comments.

Just tell us what the evidence is.
Mr. JACKSON. May I suggest reading on your part? For example,

there is the legal opinion written by Jackson and telegrams or
telexes sent by the Deputy Minister of EMR.
Mr. LUKEN. You can't remember one bit of evidence?
Mr. JACKSON. I not only remember but I documented it in black

and white in my opinion. There was a telex from the Minister.
Mr. GORE. Do we have the telex in the record?
Mr. JACKSON. We do.
Mr. GORE. We are looking for it now.
Mr. JACKSON. It constitutes an effective direction. I am not trying

to be evasive.
Mr. LUKEN. While they are looking for that, you mentioned earlier

that the original agreement cartel was an agreement between govern-
ments, and the United States was a part?
Mr. JACKSON. No.
Mr. LUKEN. You said that the reason was you did not think that

this was a cartel by your definition but cartel is an agreement between
private parties and this was an agreement between governments, and
I believe you said that the United States was 



102

Mr. JACKSON. I can see the reason for your confusion.
Mr. LUKEN. You said the United States was in it, didn't you? That

is in the business of fixing prices. Didn't you say that?
Mr. JACKSON. That is a separate question. If you want to direct

yourself to that line of inquiry, the U.S. Government is certainly in
the business of fixing prices. The petroleum industry is a prime
example.
Mr. LUKEN. Not in uranium?
Mr. JACKSON. No.
Mr. LUKEN. Didn't you say the U.S. Government had decided that

it was in the national interest that the uranium industry be con-
trolled? That is what you said.
Mr. JACKSON. Let me clarify that statement.
Mr. LUKEN. You didn't say that?
Mr. JACKSON. Let me clarify that statement.
What I said was that the U.S. Government decided that it did not

want free competition inside the United States in the uranium indus-
try. Therefore it effectively foreclosed the rest of the world from
access to the U.S. market. That is what I said.
Mr. LUKEN. You did not say anything about participating in the

cartels?
Mr. JACKSON. No, sir. I said the reason for the cartel's existence

from the standpoint of Canada was generated by the fact that Canada
was deprived of this market.
Mr. LUKEN. But the U.S. Government participated in it? In other

words, did the United States have any representatives in Johannes-
burg?
Mr. JACKSON. No.
Mr. LUKEN. Direct or indirect?
Mr. JACKSON. If they did, I wouldn't know about it.
Mr. LUKEN. Not any emissaries?
Mr. JACKSON. Not that I am aware of. The United States was

informed generally by the Canadian Government but I don't know
about that.
Mr. LUKEN. The U.S. Government had decided that this was a

matter of policy and here was the charter meeting of the cartel and
the United States didn't even pay any attention to it. Is that what
you are saying?
Mr. JACKSON. We are suffering a little bit of difficulty here. I am

sure the fault is mine.
Mr. LUKEN. We are having difficulty in your answering questions.
Mr. JACKSON. The U.S. Government did not have any sort of part-

nership arrangement cartelwise or otherwise.
Mr. LUKEN. That is what I just said. Isn't that strange that the

U.S. Government had this grand design in mind with regard to
prices and production of uranium and yet took no interest in this
charter meeting of the world organization?
Mr. JACKSON. What I intended to say was 
Mr. LUKEN. No CIA people there or anybody?
Mr. JACKSON. I intended to say that the U.S. Government did not

want free competition in the uranium industry in the United States.
It took the necessary legal measures to achieve that result.
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Mr. LUKEN. I understand that you don't want to answer the
question.
Mr. JACKSON. Let the record stand.
Mr. GORE. I will jump back into this.
We have searched the subcommittee documents, and we have not

received any document, to our knowledge, that resembles the one that
you stated, that is, a telex from the Canadian Government ordering,
compelling, or putting pressure on Gulf to participate in the cartel.
Do you have a copy of such a document?
Mr. JACKSON. No, sir, I do not but I refer to telexes from, in par-

ticular, two individuals. One was the Deputy Minister and the other
was the Assistant Deputy Minister. A copy of those telexes are
included in my opinion. There are copies of the actual telexes sent.
But, Mr. Gore, if there is difficulty—and I can understand how

there would be with this mass of material—I would be glad to go
through my files when I get back to Houston and send that to you.
Mr. GORE. That will not be necessary. I have reviewed the docu-

ment that we put in the record earlier to which you refer. I believe
I am safe in saying that it does not constitute evidence of compulsion
on the part of the Canadian Government. But that is my characteri-
zation, and you characterize it as evidence.
We pressed you hard to supply some kind of evidence. The reason

we have is that it is my belief that this compulsion was a sham and
that Gulf wanted to be "required," as they indicated.
Let me now recognize Mr. Atkisson, counsel for the subcommittee.
Mr. ATKISSON. Thank you, Mr. Chairman.
Mr. Jackson, did you have occasion after you left the employ of

Gulf Oil to live and work in Bermuda?
Mr. JACKSON. Yes, sir. I did.
Mr. ATKISSON. Hamilton, Bermuda?
Mr. JACKSON. That's the principal city in Bermuda. That is where

the office in which I worked was located.
Mr. ATKISSON. You became president of an entity known as Oil

Insurance, Ltd.; is that correct?
Mr. JACKSON. That is correct.
Mr. ATKISSON. After you left the employ of Gulf and went to

Hamilton, Bermuda, and worked for Oil Insurance, Ltd., did you
have further contact with any individuals in Gulf's legal department?
Mr. JACKSON. Yes, I did.
Mr. ATKISSON. Did you have contact specifically with Frank

O'Hara?
Mr. JACKSON. Yes, I had really one contact with Frank, and pos-

sibly two. One was in person and one was by telephone.
Mr. ATKISSON. He came to Bermuda to see you, didn't he?
Mr. JACKSON. Frank was in Bermuda on other business and we did

see each other in Bermuda, which is where I was living and working.
Mr. ATKISSON. At that time, when you met Mr. O'Hara, did you go

over the minutes of cartel meetings and other documents to get your-
self up to speed on what had been happening since you had left Gulf?
Mr. JACKSON. My recollection is that Frank had minutes. Indeed,

that may be your Exhibit No. 47. It had language in it which troubled
him. He and I discussed it.
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Mr. ATKISSON. As a matter of fact, there was language in it that
so troubled you that subsequently, on October 11, 1972, you wrote
Mr. O'Hara. You were concerned particularly about the language
you saw in those minutes which reads as follows:
The consensus finally reached was that if the club was to survive as a viable

entity it would be necessary to delineate where the competition was and the
nature of its strength as a prelude to eliminating it once and for all.

That bothered you, didn't it?
Mr. JACKSON. Yes.
Mr. ATKISSON. As a matter of fact, when you first got into the

business of advising Gulf on the cartel, you had a very limited charge,
didn't you? You were passing judgment on entry into the cartel, and
you specifically recommended, did you not, that the cartel situation
should be very closely monitored?
Mr. JACKSON. That is correct.
Mr. ATKISSON. You never know what a cartel might later do.
Mr. JACKSON. Your characterization in both respects is correct.

Mine was a limited responsibility, and it was related to antitrust. The
second was that my thrust was to develop essentially what the legal
hazards of Gulf were for entry.
Being a lawyer, my preoccupation did not end at that point. My

preoccupation also included what happens thereafter.
Mr. ATKISSON. I appreciate that. When you saw language in the

minutes that Frank O'Hara brought to you, you were shocked
enough to include it in a letter back to him saying that you were very
concerned and that you thought that Gulf personnel in future cartel
meetings should be sure to posture their annoyance with such preda-
tory language—is that correct?
Mr. JACKSON. No, sir. It was stronger than that.
Mr. ATKISSON. Stronger than that?
Mr. JACKSON. Yes.
Mr. ATKISSON. I quote:
My inclination is that Gulf representatives should always record their strong

objection and total disagreement with any such predatory cartel action affecting
or intended to affect American trade or commerce.

Mr. JACKSON. Yes that is stronger.
Mr. ATKISSON. A little later on in the same paragraph you say:
There is a further practical consideration that Gulf's recorded objection and

disagreement will in all likelihood just be noted and overridden by other cartel
members.

Mr. JACKSON. I think it almost certainly would have been. My
reason for inserting that was not that I had some callous disregard
for the situation. It was quite the opposite. Gulf did not control the
cartel. Gulf was inside a cartel.
Mr. ATKISSON. Exactly, and it couldn't control what the other

members might do.
Mr. JACKSON. That in my judgment was a continuing hazaid,

depending on what the cartel did.
Mr. HADDAD. You characterized that rather interestingly, and I

think it sums it up very well when you saw that "eliminating com-
petition." Did you say that your antitrust belly twitched when you
read that document?
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Mr. JACKSON. I did and it does.
I might add by way of further explanation that I had all of my

basic antitrust training in the United States. When gee takes that

sort of training and then is exposed, as I unfortunately or fortunately

had been in a number of other countries, there is no similarity between

the two. You cannot forget how you were brought up.

Mr. ATKISSON. After your "antitrust belly twitched" and you had

met with Mr. Frank O'Hara, you did in fact reduce to writing your

thoughts on this subject to him.
Mr. JACKSON. Yes, I wrote Frank a letter.
Mr. ATKISSON. I will ask the staff to put document No. 66 and

document No. 68 in front of the witness to verify that.

[The documents referred to follow:]
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Confidential 11th October 1972

1. R. O'Eara Esq.
Gulf Oil Corporation
P.O. Box 1166
Pittsburgh
Pennsylvania 15250
U.S.A.

Dear Frank:

Uranium Cartel

The following confirms the main points discussed
at our5th October meeting in Hamilton relating to the
coy you handed me of the Minutes of the Canadian Uranium
Producers Meeting held in Ottawa on .5th September 1972,
and forwarded with the 25th September 1972 letter of Dr.
O. J. G. Runnalls to 'representatives of .tIle Canadian
Producers -(other than UCAN). •

1.. Nick Ediger should be complimented for his grasp
of the le-goa-i-EPartance of the point covered by the .
following quotation froM the confidential Minutes:

. • .
"Mr Ediger said he -Vished to'repeat his position

as expressed at the previous meeting. He felt it was very
iEiportant for continuity to reside in the Departmeni of
E.& a."

Whatever the occasion for expression of this
position, Gulf representatives should take advantage of
:hi- occasion and recognise it as the party line. The more
intricately involved the Canadian Government and any of
is agencies or Departments becomes and remains in this -
uranium matter, the better the degree of protection for
Gulf. This is basically the same sentiment expressed by
Gulf's Canadian outside counsel, W. r. Estey, at our last

.-Eeeting in Toronto.
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7. An inherent problem in this whole matter from
 its

very inception has been the interchang
ing and ambiguous

capacities in which the Canadian Governme
nt has acted. From

my particular perspective, it is a
 fact that the Government,

at the highest level, has determined
 as a matter of policy

(a) that there should be a cartel ar
rangement shaped by and

satisfactory for the Canadian Government, a
nd (b) that the

actual Canadian Government influence an
d role should be

obscured as much as possible, while pushing
 the Canadian

producers into the forefront of action. I would guess that

this has been done for a dual purpose: first, to avoid

inter-governmental problems; and, secondly,
 to avoid to the

extent possible the outward appearance of overly c
ontrolling

management aspects of the uranium industry, whil
e still

exercising a broad surveillance in the publ
ic interest.

The consideration just noted has manifested

itself in various ways and will continue to
 do so.

, •
'Waatever the .metiVeS. of.the Canadian 'Government

may be, their actual course of conduct ha
s emerged as I

have just describe-d it. it follows from this that the

primary objective of the Canadian uranium e
xport regulation

.is basically to implement the O
V1  cartel. arrangement.

A secondary objective is to implement the over
all cartel in

ihe safest possible manner with a view to the 
hatards of

the Combines Act.
,o

3. One aspect which seems to to be of .considerable

importance for Gulf is reflected in the fol
lowing language

from the confidential report-..o-f 21st September 1972 from

Runnalls to Austin:

"There followed a general discussion of the i
mpact

of Westinghouse bidding in Europe. It was believed that the

maximum amount of uranium available to West
inghouse at the

moment was 3,000 tons U.303, considerably less than that

required to fill the SSPB order, for example. Some members

:thought that Westinghouse should be approached di
rectly,

whereas other views were that it would be a danger
ous move.

The consensus finally reached was that if the club
 was to 

survive as a viable entity, it would be necessary to 

delineate where the connotation was and the nature o
f its

strengti,.:)as a prelude to eliminating it once and 
for 
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As you and I have discussed on several occasions,
.)ne of the factors we have taken into account in our legal
valuation of the cartel is the possibility that it will

fall of its own weight, one of the reasons being that its
structure and ground rules did not appear to be set up to
Iliminate or satisfactorily regulate the competitive
affects of new uranium discoveries, whether in or outside
sf the countries participating in the uranium cartel.
The quoted language emphasizes this rationale and is the
'hird (and most) explicit statement in this regard that I
recall from the file material available.

/t occurs to. me that we should give  serious
thought to the 'instructions to  be given Gulf. personnel .
with respect of this aspect of cartel operation, which
Involves possible 17recatory action against American
interests by the cartel, or  anyqf itsimembers.

•
The obvious reason for m.,.T concern is possible

Gulf vulnerability under the American Antitrust laws with
respect of cartel conduct having.an adverse and substantial
effect on U.S. trade or .commerce.. .

Gulf representatives_
should- always record their strong  objection and total dis:
agreem!ent with any_such predatory cartel action affecting_
or intended to affect American trade or commerce. m-1 do. not
think that recorded expressions of this sort will seriously
hurt Gulf as far as the Canadian Government is concerned,
because surely that .Government will recognise the unique .
hazard presented as far as Gulf:is conCerned. -There is the
further practical consideration that Gulf's recorded
-ojection and disagreement will in all likelihood just be
noted and overridden by other cartel members.. •

•- . . .
. . .
•Finally, I do not understand the significance of

the,amendment to the Direction referred to in the last
paragraph beginning -on page 6 of Dr. Runnallst confidential
repor.t., Ian sure the significance will be clear to Nick
Ediger and suggest .that you simply'familiarise yourself
with the matter for whatever bearing, it_may have on the
trade regulatory aspects with_which you .are primarily
concerned. _

ray have some availability in Pittsburgh the
13th October or the afternoon of 20th October.

Yours very truly,

Roy D. Jackson, Jr.
RDJ:j1
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November 20, 1972

Confidential 

Er. N. M. Ediger

Manager
'Gulf Minerals Canada Limited

10 King Street East
Toronto, Ontario, Canada

Dear Nick:

I recently had a chance to review the minutes of the Canadian
: Producers Meeting of September 5, 1972, which were attached
' to Mr. O.J.C. Runnalls' letter to you of Sentember 25, 1972.
• I noted the following points with respect to them and
thought it would be worth passing these on to you.

My comnliments for your grasp of the legal importance
of the point covered by the following cuotation from
the confidential Minutes:

• ....
*Mr. Ediger said he wished to repeat his position
as expressed at the previous meeting. He felt it
was very imnortant for continuity to reside in the
Department of E.M. & R.

(1)

Whatever the occasion for exmression of this position,
Gulf representatives should take advantage of the occasion
and recognize it as the party line. The more intricately
involved the Canadian Government and any of its agencies
or Departments becomes and remains in this uranium matter,
the better the degree of protection for Gulf. This is
basically the same sentiment exmressed by Bud Estey at
our last meeting in Toronto.

(2) An inherent problem in this whole matter from its very
inception has been the interchanging and ambiouous
capacities in which the Canadian Government has acted.'
From my particular perspective, it is a fact that the

26-60C 0 - 78 - 8
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Government, at the highest level, has determined as a
matter of policy (a) that there should be a cartel
arrangement shamed by and satisfactory for the Canadian
Government, and (0) that the actual Canadian Government
influence and role should be obscured as much as•mossible,
while pushing the Canadian producers into the forefront
of action. This mrobably has been done for a dual purpose:
first, to avoid inter-governmental problems; and, secondly,
•to avoid to the extent possible the outward ammearance .
of overly controlling management aspects of the uranium
industry, while still exercising a broad surveillance
in the public interest.

The consideration just noted has manifested itself in
various ways and will continue to do so.

Whatever the motives of the Canadian Government may be,
their actual course of conduct has emerged as just
described. It follows from this that the primary
objective of the Canadian uranium exmort regulation

- is basically to implement the overall cartel arrangement.
A secondary Objective is to implement the overall cartel
in the safest possible manner with a view to 'ere hazards
of the Combines Act.

(3) One aspect which seems to be of considerable importance
for Gulf is reflected in the following language from the
minutes which are mart of the confidential report of
21st September, 1972 from Mr. O.C.C. Runnalls to Mr. J.
Austin:

'There followed a general discussion of the immact of
Westinghouse bidding in Europe. It was believed that
the maximum amount of uranium available to Westinghouse
at the moment was 3,000 tons U306, considerably less
than that required to fill the SSPB order, for exam-m.1e.
Some members thought that Westinghouse should be approached
directly, whereas other views were that it would be a
dangerous move. The consensus finally reached was that 
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if the clUb was to surv
ive as a viable entity, it w

ould 

be necessary to deli
neate where the comnetition w

as 

and the nature of its s
trencth."

As we-have discussed on several
 occasions, one of the 

•

factors we have taken into 
account in our legal evaluat

ion

of the cartel is the po
ssibility that it will fall 

of

its own weight, one of the
 reasons being that its st

ructure

and ground rules did not a
ppear to be set um to elim

inate

or satisfactorily regulat
e the commetitive effects of

new uranium discoveries, 
whether in or outside of th

e

cOuntries particimating in t
he uranium cartel. The

quoted language emphasizes t
his rationale. Also this

is the third (and most) ex
plicit statement with respect

.to Westinghouse which I have
 seen in the file maavailsble.f---41

.

The obvious reason for my 
concern is possibleGulf

vulnerability under the U. S. 
antitrust laws with

respect of cartel conduct 
having an adverse and

substantial effect on U. S. 
trade or commerce.

_ -
•
Gulf representatives shou

ld always record their strong

objection and total disagr
eement with any mredatory

Cartel action which might af
fect or is intended to

• affect U. S. trade or comm
erce. I do not think that

reCorded ekoressions of this
 sort will seriously hurt

Gulf as far as the Canadi
an Government is concerned,

because surely that Govern
ment will recognize the

unique hazard presented as
 far as Gulf is concerned.

There is the further prac
tical consideration that Gulf's

recorded objection and dis
agreement will in all likeli-

• hood just be noted and 
overridden by other cartel

members. - -_: •

E.*: 7._ . 7 : . : • :

Best regards. _ -

- —7 - Sincerely, -
7' •

FRO:is

cc: Messrs. R. K. Allen
W. Z. Estey
J. McAfee .

M. Z. Minks
J. C. Phillips
S. A. Zagnoli

Frank R. O'Hara
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Mr. ATKISSON. Did you know at the time you wrote that letter toFrank O'Hara on October 11 that a little less than a month later hewould send your advice verbatim over his signature to certain Gulfexecutives?
Mr. JACKSON. No, sir. I find a number of things I wrote had a muchbroader publication experience than I had counted on.Mr. ATKISSON. You were not even getting credit for it. You werehead of an insurance company at that time.
Mr. JACKSON. Yes, no fees.
Mr. ATKISSON. There is one little difference, however, betweenMr. O'Hara's letter to Nick Ediger parroting your advice toMr. O'Hara with that quote that I just read about eliminatingcompetition. Curiously enough, he noted your concerns by parrotingyour language and adopting yours as his own. However, when hequoted the minutes, this time he said:
The consensus finally reached was that if the club was to survive as a viableentity it would be necessary to delineate where the competition was and thenature of its strength.

That is quite a bit different from saying "and to eliminate it onceand for all."
Perhaps it is a good thing that your name is not attached to theO'Hara version of the Jackson advice.
Let me ask you this. I have only one final question.Would your opinion to Gulf, basically sanctioning entry into thearrangement as you perceived it, have been any different had youknown—and I will ask the staff to put before you Document No. 83—had you known that on October 15, 1973, Mr. Frank O'Hara wouldbe writing memoranda to the files, "Subject: SERU", which is thenomenclature for the operating committee of the cartel in Paris, andI quote from Frank O'Hara's memo:
Roger Allen called the other day to report that Nick Ediger was currently inLondon attending a meeting of the SERU group. Nick called to report to Rogertwo significant developments as follows:
(1) The period of the existence of this group has been extended from 1980to 1983.

Mr. JACKSON. That would bother me.
Mr. ATKISSON. Yes.
Statement No. 2 is:
The Canadian Government has changed its position and stated that it will notapprove exports of Canadian uranium into the United States at less than groupprices.

Would that bother you?
Mr. JACKSON. That would have bothered me, and bothered meseriously, had that been the case, because I neglected to mention thatthe United States was exempt from the terms of the cartel. That wasa factor of great importance to me.
[The document referred to follows]
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Roger Allen called the other day to report that Nick Ediger

was currently in London attending a meeting of the SERU

groum. Nick called to report to Roger two significant

developments as follows:

(1) The period of the existence of this group has been

• extended from 1980 to 1983:

(2) The Canadian Government has changed its position and

stated that it will not approve exports of Canadian

uranium into the United States at less than group

prices.

These two developments •could hive- a bearing on the U.S. anti-

trust posture of the existence of this group and Roger 
suggested

that we might get together and discuss these latest dev
elopments

with Nick Ediger sometime in the near future.

I indicated to Roger that I might be in Denver during t
he week --

of November 5 and we agreed that I would be in touch with

Roger on Monday, October 29 to see if we can set a firm da
te

for a meeting.

FRO: is

Frank R. O'Hara
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Mr. ATKISSON. We will ask the executives who will come up here in
a minute whether or not Gulf responded to this remarkable informa-
tion by getting immediately out of the cartel.
But you would have advised Gulf to get immediately out of the

cartel had this evidence been in front of you, would you not?
Mr. JACKSON. I want to get this clear in my mind. There are two

different questions there.
I do not know what I might have done under a given set of 4

circumstances. But if you are asking me if this had been the situation
at the time I was being asked about entry, then I would certainly
have had a different reaction than the one I had, yes.
Mr. ATKISSON. I appreciate that.
We talked in our previous hearings about the so-called white paper.

Your memorandum of April 28, 1972, and your later memorandum
of June 1972, and indeed virtually all of the correspondence, refers in
some manner to the preparation of a "White Paper."
It was, among other things, to include an economic impact state-

ment. Are you familiar with all those items?
Mr. JACKSON. I am. My recollection is not—you are probably

correct. I am not entirely clear that the "White Paper" phase was to
include a separate economic impact. It may or may not. I don't
remember. It doesn't make any difference.
Mr. ATKISSON. Your recommendation was that such a white paper

be prepared in order to submit it to appropriate authorities in Wash-
ington, D.C. Is that correct?
Mr. JACKSON. If I may, I think a bit of explanation may be helpful.
Mr. ATKISSON. Was it your notion that such a white paper was to

be submitted to the Department of Justice and perhaps Commerce
and Treasury and the Department of State for some sort of Govern-
ment approval, chiefly the Department of Justice?
Mr. JACKSON. At one stage it was a possibility receiving serious

consideration but not limited to the Department of Justice.
Mr. ATKISSON. Your four memos assumed that that was the game

plan, and then suddenly, somewhere after your September 8, 1972,
legal opinion, the whole matter was dropped and the plan was
abandoned. Do. you know why?
Mr. JACKSON. I do not know why anything was done after Sep-

tember 8, 1972.
As far as the period before that time, to my knowledge—and I

picked up on this with a couple of depositions—there was what I
characterized as a three-phase process. The first was the consideration
of a request to the Department of Justice for the railroad clearance,
the business letter, that type of thing. The second was the white paper
approach. The third and final, and the one that was done, was the
preparation of an extensive legal opinion documenting the facts to
show why the company had moved and on what facts it had moved.
Mr. ATKISSON. Did you think that that latter document to which

you refer would be submitted to the Justice Department? Did you
think that legal opinion would be submitted to the Justice Depart-
ment?
Mr. JACKSON. It was not as far as I had anything to do with it, no.
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Mr. ATKISSON. Do you recall referring in a memorandum to having
Claude Wild initiate Washington contacts?
Mr. JACKSON. Yes.
Mr. ATKISSON. Who was Claude Wild?
Mr. JACKSON. He was in charge of the Gulf Governmental Opera-

tions Office in Washington. At that time he was the head man in an
organization whose primary purpose, I thought, was to maintain an
interface with the various departments, bureaus, and agencies of the
Government on corporation business.
Mr. ATKISSON. To your knowledge did he initiate any so-called

appropriate Washington contacts?
Mr. JACKSON. Not to my knowledge, he did not.
Mr. GORE. Mr. Koppell?
Mr. KOPPELL. First of all, I have in front of me Document 58(a).

I think it has been referenced before [see p. 123]. It is a draft of a
memorandum with respect to the operations of the cartel and the
rationale for Gulf's participation. It is dated July 20, 1972. Are you
familiar with that?
Mr. JACKSON. No; I have never seen that document before today.
Mr. KOPPELL. I will ask Mr. O'Hara some questions about that

later. If you would look at it, I would appreciate it.
[Witness examines document.]
Mr. KOPPELL. I am interested in the nature of compulsion you

thought was there when you advised Gulf to participate in this
cartel. I don't have the telegram to which you referred.
Look at page 8 of the memorandum 58(a). He quotes a statement

by Mr. Lang, Minister of Energy. He talks about contracts for the
export of uranium to be subject to rather detailed approval by the
Government.
Do you see the quotation in the middle of the page?

We will henceforth require that all contracts covering export uranium be
examined and approved by appropriate Federal agencies. Examination will cover
all aspects and implications of contracts, such as nuclear safeguards, the rela-

tionships between contracting parties, domestic requirements, domestic proces-

sing, et cetera.

Do you see that?
Mr. JACKSON. Yes.
Mr. KOPPELL. This is cited in this memorandum by Mr. O'Hara as

being the nature of the Government's concern, if you will, or the
Government's directions that justify participation in the cartel.
Is this the type of statement that you relied upon also when you

issued your opinion, your verbal opinion, in May?
Mr. JACKSON. I do not think so. I would have to look at that more

carefully and get it in the proper time context.
Mr. KOPPELL. The proper time context is this. It was issued in 1969

but, frankly speaking, it is the only statement quoted by Mr. O'Hara
prior to certain regulations that are quoted on pages 9 and so on,
most of which seem to have been actually thought of by Mr. O'Hara
at the time be wrote this memo but they had not been actually
promulgated.
So if you look backward from July, the only thing concrete on the

record is this quotation that he gives.
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Mr. JACKSON. I think I understand your question now. The quota-
tion is from Otto Lang's 1969 statement which was 
Mr. KOPPELL. Is that what you considered to be compulsion? I am

talking about the statement by Mr. Lang.
Mr. JACKSON. This statement, incidentally, was 
Mr. KOPPELL. The statement right there. It is not that long. You

can read it. I will wait until you read it.
Mr. JACKSON. Obviously the statement made in 1969 is not in and

of itself compulsion to undertake an action in 1972.
Mr. KOPPELL. Assume the statement had been made in April right

before May when you gave your opinion. Let's assume this statement
had been made in April. Would you regard this statement as in the
nature of compulsion for Gulf to enter the cartel?
Mr. JACKSON. If the statement had been made in April over the

period of time to which you refer, I would have regarded the cartel
as nonsense.
Mr. KOPPELL. As nonsense?
Mr. JACKSON. Yes. There would be no reason for it. This is explicit

control of every aspect of the business.
Mr. KOPPELL. It is control by the Government, all right, but it does

not say one way or the other how the Government or what standards
the Government is going to apply.
Mr. JACKSON. Mr. Koppell, the only thing I can say is this. I cansee how it can be confusing, but the appearance in the action, or the

profile if you will, of the Canadian Government was not at allconstant.
Mr KOPPELL. You were advising an American company as to

whether they could participate in a cartel. It seems to me—and I
think this distinction is being lost today—that there is a distinction
between participating in a cartel and following the policy guidelines
as set down by a foreign government.
If the foreign government says that uranium should be priced at$10 a pound and you follow that pricing structure, that does not, in

my opinion, mean participation in a cartel.
It is quite another matter when your company actively was involvedin establishing that $10 price or the $20 price and sat on a policycommittee establishing that price.
Isn't there a distinction?
Mr. JACKSON. The difficulty I find with your position is that the

Government's policy in the area about which you are talking was notgeneral. It was explicit. The directive of the Minister was, in fact,
designed solely to implement the terms and conditions of the cartel.Mr. KOPPELL. Are you saying that the Minister told Gulf that they
should come to cartel meetings and help establish prices? Are yonsaying that is what the directive of the Canadian Government was?Mr. JACKSON. The Canadian Government did not make any such
directive while I had an exposure to the problem.
Mr KOPPELL. Let me ask you this. Did you regard it as sufficient

justification for participation in the cartel that the Canadian Govern-
ment, as a government matter, might be interested in the price of
uranium in the world market? Is that the kind of compulsion aboutwhich you are talking?
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Mr. JACKSON. In and of itself and completely divorced from all the
other circumstances, it might have been acting on its own but that
is not what I am saying, however.
Mr. KOPPELL. I don't have the telegram to which you made refer-

ence before but that telegram didn't tell Gulf to participate in the
cartel, did it?
Mr. JACKSON. This gets back to the point I made between what I

called the smoking pistol theory and the set of facts which justifies
a reasonable person under the circumstances to draw conclusions.
The sort of legal compulsion I am talking about is the latter.
Mr. KOPPELL. In the context of the advice you gave, did you ever

consider whether you might have advised the Gulf executives not to
participate in deliberations in the cartel but to follow the prices that
were determined if the Government told them to? Did you ever
consider giving that advice?
Mr. JACKSON. Please repeat your question I am not sure I under-

stood it.
Mr. KOPPELL. You knew of the existence of the cartel. Was it not

an option to inform the Government that though the company should
not participate in making determinations, if in fact the Government
of Canada insisted that company prices for Canadian exports be at
a certain level, then the company would have to comply? Wasn't that
an option for you to give the company?
Mr. JACKSON. I am still not with you. The functioning of the cartel

when it was put together in Johannesburg and thereafter—there were
essentially four delegations, as I understand it. Bear in mind that my
effective participation cut off about the time it was created.
But the position of the Canadian producing group was determined

by the Canadian Government, if that is what you are saying. There
is no question about it.
Mr. KOPPELL. Are you saying that the Canadian Government

directed Gulf to participate in the meeting of the cartel?
Mr. JACKSON. I am saying 
Mr. KOPPELL. Answer that. Are you saying that?
Mr. JACKSON. Effective direction, yes.
Mr. KOPPELL. But you cannot give me an indication of that direc-

tion. Is that right?
Mr. JACKSON. I cannot give you a smoking gun illustration. I can

only repeat that, viewed against the general background of the policy
statements by the Government over a period of years and the specific
actions which occurred and specific statements which were made by
the Canadian Government officials, it was my judgment that Gulf
had two choices. One was to participate in the cartel to accomplish
what the Canadian Government at the highest level considered to be
their national interest or run an extremely serious danger of losing its
investment.
Mr. KOPPELL. Would it have been possible for Gulf to have said to

the Government of Canada, "We don't want to participate in this.
We don't think we can. But if you tell us to charge a certain price
or ship a certain amount, we will comply with such directives."?
Would that not have been an alternative for you?
Mr. JACKSON. I don't know. It was not one that was presented.
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Mr. KOPPELL. It wasn't presented but it was one that you could
have presented, wasn't it?
Mr. JACKSON. Excuse me, but this is a misconception. I respectfully

suggest it is. If you are suggesting that there was some sort of con-
spiracy between the Canadian Government and Gulf, of course there
was not.
Mr. KOPPELL. I am suggesting that there was no compulsion on the

part of the Canadian Government for Gulf to actively participate in
the operations, activities, and price-setting market division functions
of the cartel and that you were not compelled to do that.
Whether you would or would not have ultimately been compelled

to follow certain prices that the Government set is another thing.
From the point of view of American law, it seems to me that there

is a clear distinction that either can be made under present law or
certainly, if the Congress is considering new law, could be made under
new law between participation in a cartel as an active member and
being forced by clear Government directive to follow certain prices
or market allocation kules established by a cartel that is made up of
Government officials rather than company officials. It seems to me
there is a distinction that has been lost here.
Mr. JACKSON. Respectfully, I can only say this. If I understand

your viewpoint, we disagree as to the time frame or what took place
in 1972.
Mr. KOPPELL. Why is it that you didn't go to the U.S. Justice

Department to get clearance of this activity?
Mr. JACKSON. Had it been entirely up to me, that possibility would

never have been considered in the first instance.
Mr. KOPPELL. Which possibility?
Mr. JACKSON. The possibility of going to the Department of Justice

and asking for clearance.
Mr. KOPPELL. You never would have considered that?
Mr. JACKSON. Never.
Mr. KOPPELL. Why is that?
Mr. JACKSON. For a variety of reasons. The first one is that we were

dealing with operating facts which were changing day by day.
A Department of Justice clearance is useless if the facts you represent
to the Department of Justice change after you get approval.
In addition, I have never known of a Department of Justice ruling

that was granted quickly. Gulf had to move.
Mr. KOPPELL. Thank you, Mr. Chairman.
Mr. GORE. Who did suggest that you submit a white paper to the

Justice Department?
Mr. JACKSON. I do not recall.
I think I said earlier—and if I didn't, I should have—I cannot

recall any distinct hermetically sealed phases. These were gradual
over] appings.
The first thought advanced for consideration and never firmly

adopted was to go to the Department of Justice for clearance. This
eventually phased into the concept of a white paper. I use white paper
in the sense that government frequently uses it, with which you are
certainly familiar. That was to lay out the facts of what was being
done and the circumstances under which it was being done and put
the responsible agencies of the Government on notice.
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I did that knowing that this would not constitute a legal defense
in any sense of the word, but it would at least alert them. Then if
they had some serious reaction to it, they would come back and tell
us or they might not. In other words, it was essentially informational.
Mr. GoRE. Who killed the idea?
Mr. JACKSON. I think probably the Canadian Government killed

the idea as it became more explicit. It became unnecessary to do it.
Mr. GoRE. The Canadian Government told Gulf not to ask the U.S.

Justice Department? Who killed the idea of asking the Justice
Department?
Mr. JACKSON. No; I didn't mean that.
I suppose in the direct sense, in the sense in which you were asking

the question, the lawyers did. The reason the lawyers did was that
they no longer saw a necessity for doing it because of the visibility
of the Canadian Government direction which became so explicit that
they had no reason to.
Mr. GORE. The visibility of something became so explicit that you

decided not to go to the Justice Department. I think the record will
allow people to come to their own conclusions as to what became
explicit. You indicated earlier that your antitrust belly began to
twitch. I think others may have also.
Mr. JACKSON. I agree with the chairman, of course, that the record

should permit people to draw their own conclusions.
Mr. GORE. Mr. Walgren ?
Mr. WALGREN. I want to briefly explore the attitude toward the

impact on the price that the officials within Gulf had at the time that
they entered the cartel. We are talking about the end of May and the
beginning of June.
Mr. JACKSON. Yes.
Mr. WALGREN. Was there discussion about the impact of the cartel

on domestic U.S. prices at that time?
Mr. JACKSON. No, sir, not to my knowledge. My only exposure to

that was the economic impact statement which I requested and
6 obtained from Mr. Ramsey. That was directed in its last phase

essentially to the question of whether the cartel structure and prices
would adversely and substantially affect either the export of uranium
from the United States or the import of uranium into the United

• States under conditions existing at that time.
Mr. WALGREN. There was discussion of that subject at the meeting

on July 19 between yourself and Mr. Zagnoli and others. There is
more in the July 20 minutes, exhibit No. 58(a). At least that subject
is raised at that time.
Mr. JACKSON. Because of my total unfamiliarity with the docu-

ment, I think it might be better if you would direct my attention to
what it is in there. Then perhaps I can deal with it. Otherwise I am
lost.
Mr. WALGREN. I am wondering whether in the antitrust considera-

tions it is stated that, even if the compulsion defense is found want-
ing, we can conclude that there is no unreasonable antitrust risk
involved because the operations of the organization have little or no
impact on U.S. foreign commerce. I gather that "U.S. foreign
commerce" must be U.S. commerce. •
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Mr. JACKSON. Specifically what we meant in that context was
exports of uranium from the United States. In other words, we meant
sales by U.S.-based producers of uranium to purchasers abroad or the
reverse.
Mr. WALGREN. Certainly any intent to affect the price abroad which

was the cartel's purpose would have affected U.S. exports or imports,
for that matter, because goods would only flow if there was incentive
for them to flow given the right price. Is that right?
Mr. JACKSON. Mr. Walgren, I was not then nor am I now an

economist but the conclusion reached was the opposite under the
circumstances existing at that time. There were basically two reasons
for that. One was that there was an effective prohibition against the
importation of uranium from outside of the country. I never got
into the details of that. I accepted the facts that were given to me.
It was certainly borne out by actual market experience. People

didn't do it.
I think what it really meant was that there was no valid economic

objective to be accomplished by importing uranium into the United
States.
In terms of the export of uranium, the situation was, at least as

I saw it—and I repeat that I am not an economist—the price that
the cartel wished to fix was substantially lower than the U.S. price,
even though the cartel price was higher than the free world price.
At least to me, there appeared to be no economic incentive for the
U.S. to be selling uranium abroad. I am talking about the circum-
stances at the time.
Mr. GORE. If the gentleman will yield, to quickly clarify the record

once more on the question of import embargo, there was no embargo
on the importation of foreign uranium or the purchase of foreign
uranium by the U.S. utilities during the period that we are dis-
cussing. The ban was only on the enrichment of foreign uranium for
use.
As you are aware, Mr. Jackson, many U.S. utilities, including the

Tennessee Valley Authority purchased large quantities of uranium
from cartel members during the period in question. So the question
of an import ban has to be cleared up, it seems to me, for the record
once again.
Mr. JACKSON. Mr. Chairman, I certainly agree that it needs to be

cleared up because, of course, the question of impact is essential.
That is a valid purpose of your investigation, of course.
Your understanding of the bar on importation of uranium is almost

certainly better informed than mine but at variance with mine.
My understanding was that yellowcake or enriched uranium could

not be used in the United States if it came from foreign sources. •
Mr. GORE. I said it could not be enriched for use in the United

States. It could be purchased.
Mr. JACKSON. If it could not be used, it gets to the question of why

bring it in.
Mr. GORE. Because it could be purchased, and it was purchased at

prices that were higher than they would have been if the cartel had
not fixed prices.
Mr. JACKSON. Again I cannot dispute that because I simply do not

know. I am not at all familiar with the TVA's situation.

1
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Mr. GORE. Mr. Walgren ?
Mr. WALGREN. Do you recall in your conversations with the other

Gulf officials discussion of any interrelationship between the price
domestically and the foreign price ?
Mr. JACKSON. Yes; I recall that because I had a number of meetings

with Ramsey and his associates. He made a detailed, thorough study
over a period of some weeks. I attempted to explain to Mr. Ramsey
what the legal reasons for asking for an informed economic impact
statement were. I participated in discussions to the extent of explain-
ing the then-contemplated structure and operation of the cartel, and
that obviously included pricing.
However, the correlation was one, as I said, that had to be left to

the people who understood uranium marketing. It is not a simple
subject. I did not understand it. I did not intend to. That is why I
went to the experts to get an accurate economic analysis.
So to answer your question more pointedly, yes, I think it must

have been considered but the conclusion reached was that the antici-
pated adverse effect was insignificant or nonexistent. That is the
conclusion, incidentally, that I accepted for the purpose of counseling
my client.
Mr. WALGREN. The difficulty I have is this. Although the con-

clusion that you reached may have been accepted on good faith from
people who may have been more knowledgeable about economics than
most lawyers are—and I include myself in that—it seems to be at
variance with almost every statement that can be found within Gulf's
internal communications and even at variance, if this is an accurate
record, with the meeting in which you were included, as was
Mr. Ramsey and Mr. Zagnoli, in which again and again there is direct
allusion to the fact that the international price as set by the cartel is
going to affect the domestic price.
To be specific, on page 4 of the Document No. 58(a) in subpara-

graph 9—I will pass over that for 1 minute. Subparagraph 10 says:
Prices in the U.S. market will ultimately depend on what RTZ, Uranex, and

Nufcor are willing to quote for movement of non-U.S. material into the U.S.

Mr. JACKSON. This is an observation. This is the first time I have
seen this document. There is an important qualification. It says,
44
. . . if the USAEC import ban is lifted."• Mr. WALGREN. Yes. At that time it was not, but I have to go by
implication, trying to get out what was in the minds of the people in
that meeting.
They talk about the ban being lifted or anticipated being lifted in

1978. That is in subparagraph 10.
In subparagraph 9, just previously, it says:
The minutes of the Johannesburg meeting indicate quite clearly that the effect

of the cartel organization's activities will extend well beyond 1980.

Even on the level of being reduced to writing, there is the thought
that we are directly anticipating the international ban being removed
and the effect on price continuing well beyond the time that it is
removed. In effect the domestic price, "the price on the U.S. market,"
will then be affected by the prices that have been achieved in the
foreign market.
That is backed up by internal Gulf memoranda in terms of their

marketing strategy. In the memorandum from Mr. Hunter to
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Mr. Hoffman, dated June 8, 1972, it clearly sets out that there should
be a total interrelationship between Gulf marketing price strategies
domestically with their international price experience.
It says:
The overall strategy must reflect the interrelationship existing between the

foreign and domestic markets.

I will continue but I want to find the exact part that makes sense.
Mr. JACKSON. May I comment up to this point?
Mr. WALGREN. Let me finish.
Foreign and domestic marketing activities are inseparable and indeed should

be treated integrally if we are to optimize the company's position.

Then he goes on further to say that not only did they treat them
integrally but they made decisions on domestic production based on
the foreign price, to wit, "based on input"—they thought about
making decisions based on that basis. The quote is:
Based on input provided by Gulf Minerals, we conclude that corporation profit

is greater if New Mexican production begins in 1978 rather than 1976.

The clear meaning of that to me is that Gulf specifically managed
their domestic marketing of uranium activities to optimize their
corporate benefit in relationship to the foreign prices that were being
received.
My problem is this. Everything in writing seems to contradict the

no-effect-on-price position of the corporation. I can understand you
as a lawyer saying:
If there is no effect on price, then that will not create unusual liabilities in

the antitrust area.

However, in communicating that to business people within the Gulf
structure, we find them thinking that there is an effect on price.
How is that explained?
Mr. JACKSON. You have covered several different points. The

"effects" that you refer to in Mr. O'Hara's memorandum, or what-
ever it is, which I saw today—and I do not say this to be evasive,
but I think you had better ask Frank about that.
You talk about "effects." I don't know what Frank had in mind.
Insofar as contradictory, or apparently contradictory, statements

are concerned within the Gulf organization relating to economic
effects—and I am tempted to add almost any other subject that one
can conceive—that is not a rarity. There is a great deal of it. I sup-
pose that it would in a sense be bad if it were otherwise.
Now I must say to you, sir, that at the time that I rendered my

opinion, which is all I can talk about and all I am qualified to talk
about, I was not aware of any contradictory market anlysis within
the Gulf organization. Indeed, I carried out no separate investigation
nor was I informed concerning the domestic uranium marketing
industry. I knew nothing about it.
So I can understand your concern, but I am not sure you have the

right person 1-16re to satisfy your curiosity on that point. I would like
to, but I am not qualified to do it.
Mr. WALGREN. Do you have any recollection—and by that I mean

actual recollection—of the meeting that these minutes memorialize?
That is the July 19, 1972, meeting?
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Mr. JACKSON. It's sketchy but I remember the meeting, yes.
This was the first occasion when I informed Mr. Ediger directly

as to what the parent company's position was and what the law
department's position was. The two went together at that time.
Mr. WALGREN. Do you recall discussion about the impact on

domestic price at that meeting?
Mr. JACKSON. No, sir, in truth I have no recollection. It may very

well have been discussed, but I have no recollection of it. That is all
I can tell you.
Mr. WALGREN. You also have no recollection of—well, after you

sent your memorandum of October 11 to Mr. O'Hara and Mr. O'Hara
then a month later incorporated that into advice to Mr. Ediger, was
there any conversation with you about the deletion of those damning
words about eliminating the competition once and for all?
Mr. JACKSON. No sir, there was not.
Mr. WALGREN. Did anyone talk to you about whether or not those

words should be deleted?
Mr. JACKSON. No.
Mr. WALGREN. Thank you.
Mr. GORE. Mr. Jackson, we appreciate your testimony. You will

stay on the panel, if you will, please. We will ask four other witnesses
to join you. These are four officials of the Gulf Oil Corp.
If you gentlemen would come forward, we would appreciate it.
These gentlemen are M. W. Ramsey, senior manager, Financial

Research and Project Reviews; F. R. O'Hara associate general
counsel; S. A. Zagnoli, executive vice president of Gulf Minerals Re-
source Co.; and E. B. Walker, president, Gulf Energy and Minerals
Co. and executive vice president of Gulf Oil Corp.

Air. COLMAN. At this time I would like, pursuant to an earlier
conversation I have had with committee counsel, Mr. Atkisson, to
invoke the proteceion of rule 11 of the House rules with respect to
the testimony of these witnesses.
Mr. GORE. Before ruling on your request, I would ask whether you

it as the representative of these gentlemen are complying with the
subpena duces tecum by providing the copy of the October 18, 1972,
letter along with attachments thereto that are described in the
subpoena.
Mr. COLMAN. Which subpoena?
Mr. GORE. This is the subpoena to Mr. Frank O'Hara, Gulf Oil

Corp., Pittsburgh, Pa.
Mr. COLMAN. Mr. O'Hara is prepared to address that in his testi-

mony. We were unable to locate the documents called for.
Mr. GORE. You have not been able to locate the documents that

were subpoenaed?
Mr. COLMAN. That is correct.
Mr. GORE. Once again, the Chair is constrained to rule that

cameras and live microphones of the news media be turned off because
the witnesses have invoked rule 11 of the House. Once again, I disagree
with this rule. I think it is wrong but the rule stands and it must
be enforced. So I request the news media to comply and turn off
the cameras, lights, and live microphones.
Mr. COLMAN. I could only comment that I recall your earlier

remark this morning, Mr. Chairman. At least from this side of the
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table it is distracting, and I think the witnesses will be better able
to address the questions from the Chair and from the other members
without that distracting influence. Thank you for your courtesy.
Mr. GORE. We will honor your request.
Will the witnesses come forward, please?
Raise your right hands, gentlemen, and be sworn in, please.
Do you swear to tell the truth, the whole truth, and nothing but

the truth, so help you God?
[Chorus of "I do's" by four witnesses.]
Mr. GORE. Be seated, please.
For the reporter would you state your name and position with the

corporation?

TESTIMONY OF S. A. ZAGNOLI, EXECUTIVE VICE PRESIDENT, GULF
MINERALS RESOURCE CO. (A DIVISION OF GULF OIL CORP.) ;
FRANK R. O'HARA, ASSOCIATE GENERAL COUNSEL, GULF OIL
CORP.; M. W. RAMSEY, SENIOR MANAGER, FINANCIAL RE-
SEARCH AND PROJECT REVIEWS, GULF OIL CORP.; EDWARD
B. WALKER III, PRESIDENT, GULF ENERGY AND MINERALS
CO., AND MEMBER OF THE BOARD, GULF OIL CORP.; AND
FURTHER TESTIMONY OF ROY D. JACKSON, FORMER COUNSEL,
GULF OIL CORP.

Mr. ZAGNOLL I am S. A. Zagnoli, executive vice president of Gulf
Minerals Resource Co., a division of the Gulf Oil Corp.
Mr. O'HARA. I am Frank O'Hara, associate general counsel with

Gulf Oil.
Mr. RAMSEY. I am M. W. Ramsey, senior manager, Financial

Research and Project Reviews of the Gulf Oil Corp.
Mr. WALRER. I am Edward B. Walker III, president of Gulf

Energy and Minerals Co. and member of the board of directors of
Gulf Oil Corp.
Mr. GORE. Mr. O'Hara, the subcommittee subpenaed the letter of

October 18, 1972, along with attachments thereto. A subpena was
served on you in Pittsburgh. Where are the attachments?
Mr. O'HARA. Mr. Colman accepted the subpena pursuant to my

authorization.
Mr. GORE. Fine.
Mr. O'HARA. The document that you have requested has been

located, and I think previously produced for the committee if I am
not mistaken. Nothing was found in the Pittsburgh files or the
Denver files. I have a letter from one of the lawyers in Gulf's law
department who conducted the search. It has not been located.
Mr. GORE. Does any other member of the panel have any indication

where these attachments might be located?
[No response.]
Mr. GORE. Might they be in Canada?
Mr. O'HARA. I don't know.
Mr. GORE. Do you, Mr. O'Hara, have any knowledge as to whether

any documents relating to this matter have been sent out of the
country or destroyed?
Mr. O'HARA. No, sir, none.



125

Mr. GORE. Do any of the other members of the panel have knowl-
edge of such events?
Mr. WALKER. I do not.
Mr. RAMSEY. I do not.
Mr. ZAGNOLL I believe at some point several years ago there were

some documents sent from Denver back to Canada from the law
department in Pittsburgh.
Mr. GORE. Was that at the direction of the law department in

Pittsburgh?
Mr. ZAGNOLL I do not know.
Mr. GORE. What was the year?
Mr. ZAGNOLL It would just be a guess. I do not know.
Mr. HADDAD. Can you date it in relationship to something else,

such as a grand jury subpena or something?
Mr. ZAGNOLL At least a year before—I am guessing 1974 or 1975.
Mr. HADDAD. What precisely was sent back?
Mr. ZAGNOLL I do not know.
Mr. GORE. Mr. O'Hara, as a lawyer working for Gulf, have you

ever prepared a brief on the question of whether or not documents
sent out of the United States by Gulf could be retrieved on a
subpena?
Mr. O'HARA. No, sir, I have not.
Mr. GORE. Mr. Haddad?
Mr. HADDAD. You have not prepared that kind of memorandum

for the corporations? I am talking about documents that leave the
country not being subject to subpena or anything that question
suggests. You did not prepare any legal memo for the corporation or
make notes in that regard?
Mr. O'HARA. I do not recall preparing such things.
Mr. HADDAD. Are you familiar with anybody who might have pre-

pared such a document?
Mr. O'HARA. No; I am not.
Mr. HADDAD. Thank you.
I would like to start with you, Mr. O'Hara, if you do not mind. I

would like to put before you a couple of documents. The first docu-
ment is the memo to file.
Mr. GORE. Let me interrupt at this point to clarify for the record

that the documents we are asking you to supply to the subcommittee•
and the documents that we have subpenaed pursuant to the authority
of the U.S. Congress under the Constitution include the minutes of
a secret cartel meeting. These minutes were in the possession of
Gulf Oil Corp. They are described in this letter that has been sup-
plied to us, and they have now apparently disappeared.
None of you can give us any indication as to whether they were

destroyed, sent out of the country, or have been shredded or what.
We have no indication from any of you as to what has happened.
It is implausible to me that the documents described in this letter

could have been simply misplaced.
Anyone may comment if they wish but I wanted to add that for

the record.
I No response.]
Mr. HADDAD. Staff, would you provide Mr. O'Hara with Documents58 (s [see p. 73], 83 [seeP p.1131, and 93 (a) .
[The document 93(a) follows:]

26-608 0 - 78 - 9
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2qx. N. M. Ediger
Gulf Minerals Canada Limitd

10 Ning Street East
Toronto, Ontario, Canada

February 1, 1974

Be: Uranium Marltetins Research Orcanization

0
Dear With:

This will confirm our several recent conversations with

respect to the request of tha Canadian Ministry of Energy,
.Mines and Resources ("EUR") that Gulf Minerals Canada

Limited (G:4CW') maRe 24r. L. T. Gregg available to serve

on the Operating Committee of the Uranium Mar%eting Researoh

Organization ("5'er-up) for the calendar year, 1974.

You have recuested my cninion on the question of whether the

U. S. antitrast laws prohLeit CMCL from complying with the

Canadian Government's recuest_

Cminicn:

The historY of Seru, the 'facts surrounding partici-

pation in it and th2 zoo:Li:table U. S. antitrust considerational

are outlined in detail in Roy D. Jac::son's Opinion liemorandum

of September 8, 1972 and it would serve no useful purpose to

zameat it here.   v reviewed Mr. ,7aO%son's

°Pinion Memmrendmm and it demonstrates cults clearly that

eiCL has bec-se a narticinant in Seru only because it Was

required to do so by the Canadian Government. This Opinion •

also discusses in great detail the applicable U. S. antitrust
cases and commentaries all of which remain in effect as of

the present time.

On the basis of the foregoing review and the letters which

you have furnished to me, it is my 0:Anion that Mx. Gregg's

service on the Omerating Committee of Seru for the year

1974, in rasmonse to the requeat of the Canadian. Gov-nment,
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will not in itself involve any violation c.Z the U. S. aatitru2t
laws. Further, It i3 mv view that this ad.7itional factor of
Mr- Gregg's service on the Gterating Commi -tee when ad-dad to
GMCL's present maMbershio in Seru will not serve to materially
increase G2.i.CL'a U. S. antitrust exoosure.

Discussionl

understand from our discusSions that MR's request was
originallv made to You orally in October, 1073 and that this
was followed uo by written requests frcm MR on October 23,
1973 and January S, 1974, copies of which you have provided
to me.

The letter of Octther 24, 1973 to you from Mr. J. Austin,
Deouty Minister of MR, copy of which is attached hereto as
Anne:a "A', states that the "Canadian Government favors' the
practice of rotation of nominees to the Cterating Committee
among the Canadian uranium minisf:ry. The   taints cut
that several representatives of other Canadian producers have
aireadvserved on the Committee and that "under this rotation,
it is now the torn of Gulf Minerals Canada Limited - to
orovi3e one of its =embers to serve." The letter concludes
with the statement that the requestby the Canadian Governm-nt
to have one of officers take his place in the line of
representation is made "according to pQ"^i---.3 being a3ministarad
by mv Demertmant."

The folic -up letter of January 8, 1974 to you frc= Mr. G. M.
ccov of which is attached hereto as Anne "3', makes

it c-ite clear that the Canadian Government deems it to he
in the pr.blic interest" for Mr. Grecg to serve on the
Coerating Committee along with the permanent retresentative
of the Canadian Government, Dr. 0. J. C. Runnel's, Senior
Advisor-riuclear, Deoartment of E. Mr. MacNahb's letter
concluZee with the reouent that G2-ICL "make every effort to
assign Mr. Gregg to this task for the cariod calendar year
1974."

You have also indicated to ma your strong .-74 .E, arising
from vour discussions with varicue officials in EO, that

d.
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GMCL's refusal to honor .this request would materially innair.

the goo-d will and snirit Of cooperation which Z. has

demonstrated toward CL to data and T.ihicL is so necessary

to the orderly and efficient develonment • E =L's uranium

business in Canada.

One of the authorities cited in Nr. Jackoon's Opinion is the

pacer presented by the U. S. Decartment of Justice on Uanuary 23,

1972 to the 'U. S. Senate Subcommittee on Foreign Comm-erce and

Tau:ciao:. One pert of that pane= seems partic=larly relevant

to 11:-IR's most recent request and I am, therefore, rem-eating .

it in full below:

"A foreign government may, because of its economic

or national interest in 'rationalizing' comnetitica

in certain industries, cromote certain nrivate

coonerative agreements or understandings by ommoanies

within that industry. It may, therefore, expect

a U. S. commany se-eking to do business in its

territory to agree to abide by the governmentally

desired—but not cally incased—system of

private arrangements as a condition of securing

(and kesoing) the necessary permits and aooroyels.

"Such cP4'.-4-=117 encouraged arranoarents may in7olye,

for e:tamole, the agreed pricing of oroduots at a

level which will mot take markets away from competing

products immortant to the local economy, or the .

entering into by comnstitoos of coaterative agree-
ments for joint utilioation of e:oisting mroduction

fs =ether than the construction of new ones

which might create overcapacity.

"Official encouragement of arrangements of this sort:-

is especially lilcelv where necessary raw materials

or labor or transcortatioa facilities are in short •

sunnlv, foreign e:cohange =ay be limited or the

government may wish to ntevent a single company
from:becoming too imcootant to the national economy.

In general, restrictions such as Cheee aoolving to

. commerce in the host country and imposed by the



130

host government will create no entitruet hazards
for the Amsrican cc. any In oarticulmr, Price or
caoacity restrictions in the foreign meecet it:oozed
at the insistence of the foreicn gove:ronent and
not involving .e7orts to the United Sates should-
not violate U. S. antitrust laws."

In conclusion, I should also ill:a to note mv belief that it
is potentially more dangerous for G.7.4CI to he a meMher of an
association im Which it has no voice in what is going on
than it is for GMCL to occumy a no:sit-ion which assures
access to accurate, current information about the alztivities
of the group and an opportunity to register a negativevots
should action outside the reasonable sccoe of the arrangeotant
be proposed without Canadian Government direction. •

The cornerstone of C.:..iCL's U. S. antitrust oosition is the
effective Canadian government direction that G.4CL oarticioate
in this organization, buttressed by the projected oinimal.
impact of this organization on the foreign trade on commerce
of the U. S. These are the matters that fundamentally shape
C,7?.CL's antitrust position -- not participation in the reasonahle
scone of the activities of the association in which GY_CL has
been directed to participate.

sim--,.1y,

Frar-A R. O'Eara

FRO: is

Attar:mments.

Vo^

10

if&
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Senior ASiiit3Ilt D...7.outy Minisrsc

of

Er:erly. f.linss and Resourcal

Zaiger,
ganager,
Gulf ginerals of Canada Limited,
10 Kir:6 2t. iaat,
Toronto, Ontario - 4.5C 1C3.

Lear Mr. Edioer:

Sntr..rniai:trl ad:oint

et de; Rislou:cti

C.tawa, Ontario,

KlA 0E4,

.nary a, 19747

woula like to confirm that it is deemea to

be in the public interest that r. L.T. Gre7g should be

one of the two Canaa.ian reoresentatives on the Operating

Co==Ittee of the international 'Uranium protucers croup.

at writin::: to ask, therefore, that you =ake every

effort to assign :;reg• to this task for the period

of calendar year 1974.

Yours sincerely,

CN!*
- -

G. N. EacCabo.

• p Ft' rog;.
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Ottawa, Ontario,

7.1A 0E4,

October 24, 1973.

Mr. N.M. Ediger,
Manager,
Gulf Minerals Canada Limited,
10 King St. East, Suite 1300,
Toronto 1, Ontario.

Dear Mr. Ediger:

As you are aware, meetings of representatives ofInternational uranium producers have been held periodicallysince mid-1912.. One of the groums which meets is referredto as the Operating Committee; Canada nay nominate two in-dividuals ta this committee.

Regarding representation, the practice which the •Canadian Government favours Is a rotation amongst nomineesfrom the Canadian uranium industry and several such represent-atives have already served on the committee. Under thisrotation, it is now the turn of Gulf Mina:-als Canada Limitedas a member of the Canadian uranium corporate group to provideone of its members to serve.

I trust that your Company will agree to this requestby the Canadian Government to have one of your officers takehis place in the line of representation according to policiesbeing administered by my Department.

Yours sincerely,

Austi.
•
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Mr. HADDAD. Mr. O'Hara, when did you take over—why don't you
provide me with the details of your employment with Gulf Oil and
your responsibilities in the 1972-73 period up to date? When did you
join Gulf Oil in matters related to the cartel?
Mr. O'HARA. My first recollection I have is the attendance of the

meeting in Toronto in July 1972.
Mr. HADDAD. July 1972?
Mr. O'HARA. Yes.
Mr. HADDAD. You were not a participant or in any way involved

in the earlier decision of Gulf to join, which was in May of 1972?
Mr. O'HARA. No, sir, I was not.
Mr. HADDAD. How did you get into the situation? How did you

come to represent Gulf?
Mr. O'HARA. I believe I was asked to work on this either by Mr.

Colman 
Mr. HADDAD. Did you know at that time that you would be taking

over for Mr. Jackson?
Mr. O'HARA. I am not .sure at that time. I believe, yes. Mr.

Jackson was leaving. I knew that.
Mr. HADDAD. You became effectively active in this at the meeting on

July 19?
Mr. O'HARA. That was my first recollection.
Mr. HADDAD. At that time you prepared a Document No. 58(a). Is

that right? Did you prepare that document?
Mr. O'HARA. Let me look at it.
[Witness examines document.]
Mr. O'HARA. I think there were some things attached to the other.
Mr. HADDAD. There were two documents. We first received a

stripped version of it and then received a fuller version.
The one I am talking about goes 11 pages and has an exhibit A

attached. Did you prepare that document?
Mr. O'HARA. I prepared it, the 11 pages, and then there is an

exhibit 1, and then the attachments I did not prepare.
Mr. HADDAD. This document records your understanding of the

situation at that time. Is that right?
Mr. O'HARA. These were some notes that I made after attending

the meeting in Toronto.
Mr. HADDAD. I would like to move for a moment to another docu-

ment, No. 83. It is the O'Hara memorandum for the file, October 15,
1973. We were questioning earlier about this document.
Could you tell us the circumstances under which this document

was prepared and if it accurately reflects your viewpoint?
Mr. O'HARA. It was prepared by me after a telephone conversation

with Mr. Allen.
Mr. HADDAD. The two points mentioned were accurate at the time?
Mr. O'HARA. This was told to me by Mr. Allen, but subsequently

I learned that point No. 2 was not accurate.
Mr. HADDAD. When did you learn that point No. 2 was not

accurate?
Mr. O'HARA. I subsequently received a copy—I don't remember

exactly when—of the Canadian price directive dated sometime after
this, on October 30 I believe, which contained the same exclusion of

•
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the U.S. market. Therefore, I concluded that item No. 2 was errone-
ous. Mr. Allen had received that and it was erroneous.
Mr. HADDAD. Did you talk to Mr. Allen about it?
Mr. O'HARA. I did, sir, yes.
Mr. HADDAD. At what time?
M. O'HARA. I don't know exactly but it was subsequent to the

telephone conversation, and I think about the time we received the
Canadian price directive.
Mr. HADDAD. You don't remember that particular date?
Mr. O'HARA. No.
Mr. HADDAD. Was it prior to February 1, 1974?
Mr. O'HARA. Yes; I believe it was.
Mr. HADDAD. I do not see any rescinding of that information in any

of the documents that we received. Did you correct that in the file
anywhere?
Mr. O'HARA. I never wrote another file memorandum correcting

this one.
Mr. HADDAD: You didn't refer to it again in negative terms, that it

was not true?
Mr. O'HARA. No, sir. It turned out to be in error.
Mr. HADDAD. Did you tell anybody else that it turned out to be

inaccurate?
Mr. O'HARA. Mr. Allen and I discussed it. I don't recall anybody

else.
Mr. HADDAD. The first part stands, I take it?
Mr. O'HARA. I'm not sure about it. I don't know.
Mr. HADDAD. I don't understand. Is it accurate or inaccurate? "The

period has been extended from 1980 to 1983."
Mr. O'HARA. That also turned out to be an erroneous report.
Mr. HADDAD. This is reported in the cartel minutes which I assume

you have read. It is extension of the cartel dates. You are saying that
both of these things turned out to be wrong?
Mr. O'HARA. Certainly No. 2 did, and I am saying I do not know

about No. 1.
Mr. HADDAD. You never did anything about No. 2?
Mr. O'HARA. I discussed it with Mr. Allen and we established that

it was an erroneous report.
Mr. HADDAD. That is the first erroneous report that we have run

across. The cartel was efficient. It communicated its information
directly, precisely, and succinctly. It is the first error in either allo-
cations or markets that I have, seen come hack from the cartel.
Mr. O'HARA. When I say "erroneous," I mean erroneous in the

sense that the subsequent directive issued by the Canadian Govern-
ment continued to exclude the U.S. market from the terms of the
directive laid down by the Canadian Government.
Mr. GORE. On what do you base your statement that it later turned

out to be erroneous?
Mr. O'HARA. As I just said, Mr. Gore, subsequently a directive

issued by the Canadian Government, I believe dated October 30,
1973, continued to state that the markets of the United States and
the other markets, like South Africa and the other four markets,
were excluded from the terms of the directive.
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Mr. GORE. But the Canadian group consistently sold into the
U.S. market at cartel prices. Prices that were offered below that were
disapproved. We have TVA and Duke Power. It was correct. The
U.S. market was 
Mr. O'HARA. It was my judgment that it was erroneous because

subsequently the Canadian Government issued that directive stating
the U.S. market was excluded.
Mr. GORE. I have asked for evidence as to why that is incorrect.

You cite this memo but the record stands that all uranium which
came into the United States during this period from Canada was
purchased at prices dictated at or above the prices that were cartel
prices.
Mr. O'HARA. I don't know.
Mr. GORE. I looked at the record. I will welcome any correction

by anyone but that is the case. The people I represent are paying a
lot more money because of it.
Mr. HADDAD. You don't have any contrary information about the

price, do you, in the U.S. market?
Mr. O'HARA. Contrary to what?
Mr. HADDAD. To what Mr. Gore just said.
Mr. O'HARA. As to what time?
Mr. HADDAD. As of any time, mid-1974.
Mr. O'HARA. September 1972, that is the date of the Jackson

opinion. It was my understanding that the prices at that time which
the cartel was setting were less than the price inside the United
States.
Mr. HADDAD. When you joined Gulf in this matter, were you told

the decision had been made to join the cartel?
Mr. O'HARA. I do not recall being told that, no.
Mr. HADDAD. You do not recall being told?
Mr. O'HARA. No.
Mr. HADDAD. What was your assumption, that the decision had

not been made?
Mr. O'HARA. My assumption was that I would work with Mr.

Jackson and Hr. Coleman on this opinion and that at the meeting
in Toronto, which was the first one I attended, Mr. Jackson gave
the oral advice which was subsequently documented in the Sep-
tember 8 letter.
Mr. HADDAD. Mr. Jackson never told you that the decision had

been made?
Mr. O'HARA. I don't recall being told that.
Mr. HADDAD. Mr. Jackson, did you tell him the decision had been

made?
Mr. JACKSON. I think perhaps Frank and I are not entirely together

on that because my recollection is that at the mid-July meeting in
Toronto one of the principal purposes of it from my standpoint was
to explain, particularly to Mr. Ediger, the position of the corporation
both on law and on business.
Mr. HADDAD. I understood you to say that earlier. I understood you

to say that earlier under oath, that you had communicated the
corporate decision to Mr. Ediger at this meeting.
Mr. O'Hara, you are saying you were not aware the decision had

been made?
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Mr. O'HARA. I do not recall that decision being communicated at
that meeting.
Mr. HADDAD. This is a major policy decision. This is your respon-

sibility. You do not remember?
Mr. O'HARA. I do not remember. I do not remember that decision

being communicated. This was my first involvement in the matter. I
was attempting to get involved in what was a very complex situation.
I was trying to begin to understand it in anticipation of assisting
Mr. Jackson and Mr. Coleman in writing an opinion which would
confirm the advice that Mr. Jackson gave at that meeting because, as
I just said, it was the view of the lawyers that there was government
compulsion here and certainly there was lack of impact on U.S.
commerce.
Mr. HADDAD. You remember one and two but you don't

remember
Mr O'HARA. I don't remember the words "the decision had been

made."
Mr. HADDAD. Who did you report to during this period of time?
Mr. O'HARA. I reported to Mr. Minks who was head of the law

department.
Mr. HADDAD. He did not tell you the decision had been made?
Mr. O'HARA. At that time, no, I don't believe so.
Mr. HADDAD. When was the decision made, as far as you are

concerned, for Gulf to join the cartel and on what basis?
Mr. O'HARA. As far as I am concerned, the decision was made at

that July meeting, which was the advice Mr Jackson gave that it
was the law department's view that there was compulsion and that,
in any event, there was minimal, if any, impact on U.S. commerce,
and that was our recommendation and it would be placed in the
form of a legal opinion.
Mr. HADDAD. Recommendation to whom?
Mr. O'HARA. Recommendation of the law department to the

corporation.
Mr. HADDAD. Whom in the corporation did you communicate that

decision to?
Mr. O'HARA. I don't believe I ever told anybody.
Mr. HADDAD. So it just hung in the air? You didn't tell it to

Mr. Minks or Mr. Walker?
Mr. O'HARA. I had discussions subsequently with Mr. Minks about

the July meeting, yes.
Mr. HADDAD. The decision was made and not communicated, as

to the best of your knowledge?
Mr. O'HARA. I would not say that. Mr. Jackson has said the deci-

sion was communicated hut I do not recall discussing it with anyone
other than Mr. Ediger at that time.
Mr. HADDAD. Mr. Zagnoli, when were you told the decision was

made?
Mr. ZAGNOT.T. I do not recall any meeting where the decision was

communicated.
After the passage of the regulations and the final legal opinion, we

proceeded. T have no recollection of a meeting. T have nothing in
writing. T do not recall being told explicitly.
We followed the Canadian regulations.

4
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Mr. HADDAD. First of all, you did not make the decision? You are

leaving it on the record—and you may want to clear this up—but

you are saying that you were told by the law department at a July

meeting, without a written document, that you had a go sign. You

also did not hear that the corporate executive had decided it. You

took that information and made your decision and went ahead with

the cartel?
Mr. ZAGNOLI. I have absolutely no recollection of being told at

that meeting time that the executive had made the decision.

Mr. HADDAD. So you disagree with Mr. Jackson? Nobody com-

municated with you, I take it.
Mr. ZAGNLOI. I do not recall specific communication.
Mr. HADDAD. But you began to take actions on the part of Gulf

with the cartel and participated in the meetings. So you made the

decision then, didn't you?
Mr. ZAGNOLT. That is your characterization of it.
Mr. HADDAD. Disabuse me of the idea.
Mr. ZAGNOLI. We had attended meetings. My recollection as to what

happened evolved over a period of time. The decisions that were

taken were one step at a time.
We made decisions, after being directed to attend certain meetings

and so forth, to do so and so.
As I testified before, for me we were going to follow the Canadian

regulations and two things happened.
Mr. HADDAD. Let me stay with this question. It is a very simple

question. It is an important one to me and to us.
Mr. ZAGNOLI. Yes.
Mr. HADDAD. You took a series of actions relating to the cartel. You

directed a series of actions relative to the cartel beginning in July.

Mr. ZAGNOLI. I don't know what you are saying as to what actions

I took.
Mr. HADDAD. That Gulf participated. What was the chain of

command? The chain of command was you to Walker and you to

Ediger, right? Who was underneath you? It was Ediger; is that

correct?
Mr. ZAGNOLI. Pardon?
Mr. HADDAD. Who reported to you?
Mr. ZAGNOLI. In Canada it was Ediger.
Mr. HADDAD. Ediger began to participate. He had a great worry

about participating in these meetings. Did you ever talk to Ediger

and tell him it was okay to go to those meetings?
I No response.1
Mr. HADDAD. YOU yourself were at some of the meetings earlier

than that. I am trying to figure out how you did it. How did Ediger

know he could do it and not go to ? How did he know it was

legal?
Mr. ZAGNOLT. We had legal counsel.
Mr. HADDAD. Who made the decision?
Mr. ZAGNOLT. If be asked me, after having received legal counsel,

T would say yes.
Mr. 'HADDAD. Did you tell Mr. Ediger that it was safe to proceed

with the cartel? Yes or no? At any point in any way in any shape

or any form did you do that? Did you ever tell Ediger it was "go"?
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Mr. ZAGNOLI. I do not recall that I said, "Ediger, it is go." Ediger
would have to get permission from me from the management side
to go to certain meetings not in Canada, as long as he had legal
clearance.
Mr. HADDAD. You gave him the permission to go to cartel meetings

abroad, didn't you?
Mr. ZAGNOLI. I approved his attendance, yes.
Mr. HADDAD. Did you do that on your own authority or did you

receive instructions from the corporation, not the lawyers of the
corporation but the chain of command of the corporation? The
lawyers are staff. They don't make decisions. They don't set policy.
They advise. They advise the executive, and the executive carries
out a decision.
Did you initiate the action or were you told to initiate the action;

the action of authorizing Ediger to participate in the cartel, a cartel
which troubled a number of people at Gulf enough to call for a
series of legal opinions.
Mr. ZAGNOLI. I cannot answer that.
Mr. HADDAD. Why not?
Mr. ZAGNOLI. Once it was established that there was nothing

illegal about it—these things were discussed with my superiors.
Mr. HADDAD. Who?
Mr. ZAGNOLI. I had discussions with Mr. Walker.
Mr. HADDAD. When?
Mr. ZAGNOLI. Specifically with relation to what?
Mr. HADDAD. What we are talking about.
Mr. GORE. The decision to join the cartel.
Mr. ZAGNOLI. I do not recall having a meeting with Mr. Walker

and saying we will or we will not join the cartel. I was not in sucha meeting.
This had evolved to the point, as I said, where once the Canadian

regulations were passed and we had the legal opinion, then we just
proceeded to operate under the Canadian regulations.
Mr. HADDAD. Mr. Zagnoli to whom did you report the actions of

the cartel? Did you talk to Mr. Walker about them?
Mr. ZAGNOLI. Mr. Walker was my contact.
Mr. HADDAD. How often did you speak to him in a month, 1 time,5 times, 10 times? How often were you in contact with him about

the cartel?
Mr. ZAGNOLI. I really don't know.
Mr. HADDAD. Do you talk to him frequently? How frequently were

you in contact with Mr. Walker?
Mr. ZAGNOLI. Certainly more than once in a month. There was no

routine of calling on the phone. I went to Pittsburgh once a month.
Mr. HADDAD. Did you inform his about the fact that Ediger was

attending these meetings with others from Gulf?
Mr. ZAGNOLI. He was informed.
Mr. HADDAD. By whom?
Mr. ZAGNOLI. I did, or he was informed perhaps by the law

department. He was informed about the meetings, not international
meetings. I am talking about the Canadian meetings after September.
It became more routine. It was partly combined with the Canadian
directives.
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Mr. HADDAD. What about the international meetings? How were

they reported back? Through you? Ediger worked for you.
Mr. ZAGNOLI. Yes.
Mr. HADDAD. Did Gregg work for you?
Mr. ZAGNOLL No; he worked for Ediger.
Mr. HADDAD. How did they communicate what happened in

Johannesburg, for example?
Mr. ZAGNOLL I believe sometime after the meeting I may have

seen a report from Ediger or when he saw me he talked to me about

it. I may have seen the Canadian document that reported on the

meeting. I am not sure.
Mr. HADDAD. I feel that you are being very evasive.
To whom did you communicate this information to—that is, in-

formation that came to you from the international cartel, from

Gregg, Ediger, and so on? Who did you tell? Did you tell Mr.

Walker? Mr. Minks? Mr. O'Hara? Mr. Henry? Mr. Dorsey?
Mr. ZAGNOLL I had no communications with Mr. Dorsey. I com-

municate on the basis of a need to know. Above me my contact

executive was Mr. Walker. There were references to some of the

meetings in some newsletters that were passed on to management.
Mr. HADDAD. Mr. Walker, maybe you can help us resolve this issue.

Mr. Jackson has testified under oath that on a particular day in

May—and maybe a calendar will help us pinpoint that day—there
were three meetings which ended up in a meeting in your office at

which you were told that it would be legally safe for Gulf to join

the cartel and that you on that day gave the okay to go ahead with

the cartel. Is that your recollection?
Mr. WALKER. NO.
Mr. HADDAD. Could you provide us with your recollection?
Mr. WALKER. Yes.
In the first place, when I talk about club and cartel, I am referring

to the marketing arrangements. When I say Gulf, I may be referring
to GMCL. This will be for brevity only.
My recollection of it is very similar to that of Mr. Zagnoli. The

thing did evolve, and the only meeting that I remember—and I can't
place any time except that it was before the Johannesburg meeting—
was one with Merle Minks. Whether someone else was there or not, I
do not know. The only recollection I have was talking with Mr. Minks.

My recollection of that meeting is not that Gulf would join the

cartel, because I do not recall a decision to go with the cartel, but

rather whether Mr. Ediger would attend the Johannesburg meeting,

that is, whether it would be proper to attend that meeting.
It is my recollection that the decision had already been made. In

effect, it was made by the Canadian Government that we would
attend the meeting. The question was whether we could do this
legally in both countries and properly or, if not, do we risk losing
our investment up there.
Mr. HADDAD. We are talking about internal authorizations. I am

addressing myself to internal authorizations.
Mr. WALKER. That is what I am saying. We had the Government

insisting—
Mr. GORE. If the gentleman will excuse me. Complete your response

if you prefer.
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Mr. WALKER. No; that is all right. Go ahead.
Mr. GORE. Is it your testimony then, Mr. Walker, that Gulf did

not join the uranium cartel?
Mr. WALKER. I do not recall any formal joining of the uranium

cartel. The fact that we were a member of the cartel, I am not
denying that. Don't misunderstand me. But I do not recall any deci-
sion that Gulf would join the cartel and sign on the dotted line.
Mr. GORE. -Who authorized the payment of dues to the cartel?
Mr. WALKER. I don't know. I am not familiar with that at all.
Mr. GORE. Who would authorize such payments in the corporation?
Mr. WALKER. The payment of dues?
Mr. GORE. Yes.
Mr. WALKER. That's at the operating level. I am purely guessing.

My guess would be Mr. Ediger.
Mr. GORE. Let's go up and down the ladder of responsibility a

little bit.
Somebody is paying dues to the cartel. Mr. Zagnoli got the im-

pression somehow that it was all right for him to attend these
meetings. Who paid the dues, Mr. Zagnoli ? Who authorized them?
Mr. ZAGNOLL I think it was probably within Mr. Ediger's

an thorities.
Mr. GORE. Did you tell him it was all right to pay the dues?
Mr. ZAGNOLI. If I had been asked—in fact, I was requested one

day as to what they should be charged to, and there was a document
with my writing on it and it was charged to marketing.
Mr. GORE. Mr. Walker, would you agree with me that paving dues

to an organization and participation in an organization and participa-
tion on the operating board of directors of an organization and
compliance with all the directives of an organization over a con-
tinued period of time is evidence of membership in that organization?
Mr. WALKER. I didn't say it was not. I said that I do not recall

our formally joining.
Mr. GORE. So you joined but there was no decision to join?
Mr. WALKER. I don't recall it. As I recall, it evolved through the

compulsory attendance at these meetings.
Mr. GORE. Mr. Walker, I believe that if multinational organizations

are going to be subject to the rule of law, that individuals within
those corporations must be held legally responsible for violations
of criminal law. A violation of criminal law occurred here, in my
opinion. That is under investigation now by the appropriate
atithorities.
But what you are telling us is that the corporation, this amorphous

entity, took this action without any individual making the decision
authorizing that action.
What I am asking you is this. Who said, "It is all right for Gulf

to -loin the cartel"?
Mr. WALKER. I do not know the answer to the question.
Mr. GORE. Were you in a position of responsibility to make that

deeision ?
Mr. WALKER. I was a member of the executive at that time. I do

not recall being asked to make that decision.
Mr. TTADDAD. But they reported to you at this point.
Mr. WALKER. Who?
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Mr. HADDAD. Did Mr. Zagnoli report to you at this time?

Mr. WALKER. What time are we talking about?

Mr. GORE. Spring, summer, and fall of 1972.
Mr. WALKER. I had an executive contact point with respect 

to

exploration and production worldwide for oil, gas, and mi
nerals

up through the end of July 1972.
After July 1972 I was the official contact executive for Gulf

Mineral Resources Co. I was not the contact executive except
 for

the exploration and production functions before that.

Mr. HADDAD. What happened in May? Why did Mr. Minks come

in and talk to you in May if you were not the contact point on
 the

Canadian situation?
Mr. WALKER. The whole situation depends on exploration. We were

going to lose the property.
Mr. HADDAD. I understand but that is not what he talked to you

about. We have testimony that he came in and said, "It's legal
 for

us to join the cartel."
I would even accept your language. Your language is, "We never

made the decision to loin the cartel and we merely authorized peop
le

to ff0 to the meetings."
Who authorized them to go to the meetings? Why were they

coming in to you to say it was all right to go to meetings and th
ey

would not have to worry about the antitrust laws? Why did Minks

come to you?
Mr. WALKER. It certainly impinged on our uranium business in

Canada.
Mr. HADDAD. So you were the contact point on the cartel in May

1972?
Mr. WALKER. No; I was not. I don't consider myself the contact

point.
Mr. HADDAD. Did you communicate Mr. Minks' information with

anybody else at Gulf at that time?
Mr. WALKER. I don't have a specific recollection, but normally I

would have communicated it to the other members of the executive,

yes.
Mr. HADDAD. Normally you did?
Mr. WALKER. Yes.
Mr. HADDAD. Who would they have been?
Mr. WALKER. At this point in time I guess it would have been

Mr. Dorsey, who was chairman and president; Mr. Davis, who w
as

an executive vice president; Mr. Johnson; Mr. Henry; and mysel
f.

Mr. Minks did sit in on executive sessions.
Mr. HADDAD. I will show you an organizational chart of Gulf. If

you don't mind, please verify its accuracy for us.
[The chart referred to follows :]

26-608 0 - 78 - 10
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Mr. HADDAD. There is a serious discrepancy between what Mr.
Jackson has testified under oath and what you have said. I alert you
to that fact.
In May the general counsel for Gulf, after three meetings, comes in

to you and says that it is all right to join the cartel or send people
to the meetings.
There had to be a reason, and either you made the decision, as

Mr. Jackson believes, or you communicated that information to some-
body else.
You said you did not make the decision at that point. Have you

said you did not communicate it had the decision been made at that
point?
Mr. WALKER. We were operating under a policy which had been

set up some time back. I don't remember just how long ago it was.
The first I recall of that was—I can only fix these dates in terms
of documents that I have seen recently, so I really do not have a
good recollection of these dates. It was probably early in 1972.
Mr. Zagnoli contacted me and said that Ediger was getting great

pressure to attend meetings.
Mr. HADDAD. He contacted you as his contact in early 1972?
Mr. WALKER. With respect to exploration and production because

we were concerned with developing and producing of the mine.
Mr. HADDAD. The cartel fell under that category?
Mr. WALKER. Not necessarily. I didn't even know we were talking

about a cartel at that time.
He had strong pressure from the Canadian Government. He was

going to have to do something about it. He had been turning them
down.
At that time we recognized that there were antitrust implications.

We faced a decision as to whether we were going to turn the anti-
trust determination not to the legal office of the Gulf Mineral Re-
sources Co. but to the corporate legal office.
Mr. HADDAD. You said "we"?
Mr. WALKER. Zagnoli and myself.
Mr. HADDAD. So the two of you made that decision?
Mr. WALKER. Yes I would accept responsibility for that decision,

if it will make you feel better.
Mr. HADDAD. Pm just trying to fill it in. It has been vague.
Mr. WALKER. Obviously we will not do anything that is done

contrary to the laws of the United States and Canada. We will not
voluntarily do something that might be contrary 
Mr. HADDAD. When did that become apparent to you? When was

that legal opinion rendered to you?
Mr. WALKER. It was rendered to me orally by Merle Minks some-

time before the Johannesburg meeting. I cannot fix the date.
Mr. HADDAD. You took no action after that? You made no com-

munication to anybody about that decision? Did you instruct Mr.
Minks, Mr. Jackson, or somebody or did you tell the operating
company or did the secretary tell the operating company? How did
the information get to Mr. Zagnoli in May?
Mr. WALKER. I cannot answer that because I don't recall whether

Mr. Zagnoli was present or not, but I am sure that the legal opinion
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was communicated to him. I am sure that the various lawyers were
in contact with each other, but I have no specific recollection.
Mr. HADDAD. You cannot pinpoint whether you discussed this

problem with any other members of the executive?
Mr. WALKER. I cannot. I don't have the recollection.
Mr. HADDAD. Does the executive keep minutes?
Mr. WALKER. They have changed from time to time. Sometimes

they did and sometimes they took minutes of decisions. I am not
sure that they kept complete minutes. I know that we would keep
minutes of some decisions sometimes but it changed from time to
time.
Mr. HADDAD. Have you searched the minutes for any reference tothe uranium cartel?
Mr. WALKER. I have not searched the minutes. I am sure thelawyers involved have done that.
Mr. HADDAD. Mr. Jackson, may I take you over this ground again?
Mr. JACKSON. Certainly.
Mr. HADDAD. It is your testimony that there were three meetingsand the third meeting was with Mr. E. B. Walker. You were notcertain whether you were in that meeting or not but you believe thatyou probably were. Whether you were or not, the information wascommunicated to you that the. decision was made to "go," whetherthat meant "go" to the cartel or authorize people to attend themeetings, that decision was made.
Subsequently you communicated that decision to the Canadianmeeting on the 19th. Is that the substance of your testimony?
Mr. JACKSON. It is.
Mr. HADDAD. You have heard the evidence and you do desire tochange your statement?
Mr. JACKSON. No I do not change it. However, I think perhaps,as a point of clarification on it, there never was any constitutivedocument as such signed. I don't believe there was. There certainlywas not up until the time I left.
Mr. HADDAD. I see. Mr. Gore made the point that if you dress likea sheep and look like a sheep and eat like a sheep and walk like asheep, then you are a sheep. That is exactly what we are talking about.Mr. Walker, did there come a time subsequent to May when youagain were confronted with the decision about the cartel? I specificallyrefer to the written document.
Mr. WALKER. I do not have any recollection of the, written docu-ment at all.
Mr. HADDAD. Do you have any recollection of conversations aboutthe cartel subsequent to May 1972?
Mr. WALKER. I have no specific recollections. I have seen news-letters that I received that mentioned it and so forth, but I have nospecific recollection.
Mr. HADDAD. No one came to you for any further decisions?
Mr. WALKER. I do not recall any.
Mr. HADDAD. What does that mean?
Mr. WALKER. It means I do not remember.
Mr. HADDAD. I know you are a busy executive but Gulf has hadspecial problems with antitrust, as many oil companies have. You
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have a corporate policy to scare the hell out of all your executives
about antitrust. I do not believe this is a matter that is taken lightly.
Mr. WALKER. You are quite right. It was not. That is one reason

that it was brought to my attention back there, presumably in May.
As I say, I cannot fix the date.
I think that you should bear in mind that I was the corporate

executive vice president. I am a scientist. I am not a lawyer. We
recognized the importance of antitrust, and we involved the corporate
general counsel, which I think is a rather extreme step. Other than
that, the Rabbit Lake deposit represented—even today when it's
operating it represents two-tenths of a percent of the total assets.
Mr. HADDAD. I saw that, but I do not see any synopse between

Zagnoli and yourself nor any synopse between Zagnoli and Ediger,
and I do not see any connection between you and the counsel that
includes documents. There seems to be an executive void in one of
the largest companies in the history of mankind. We have everybody
up here involved in the situation with the exception of Mr. Dorsey and
Mr. McAfee, who at this time is still in Canada. You never talked
to Dorsey, so somebody at this table made that decision.
Mr. Zagnoli, did you make the decision to send Ediger ?
Mr. ZAGNOLT. I cannot answer that simply. I would like to comment

on joining the cartel.
There is no question that we were required by the Canadian

Government to attend meetings, to inform the Canadian Government
and to help them, if you will. That was a regulation of Canada. We
follow the regulations and the laws wherever they are.
I admit that this is not a routine matter. We have a legal document

that says that we are not violating U.S. law. We have another docu-
ment saying we were not violating any law.
Mr. GORE. Are you familiar with the day of the regulations to

which you are referring?
Mr. ZAGNOLL I think it is toward the end of August 1972.
Mr. GORE. August 23, 1972.
Mr. ZAGNOLL Yes.
Mr. GORE. On April 20 and 21 you attended a meeting in Paris.

The morning session was devoted to more arguing over allotments
for various participants in the cartel.
Mr. ZAGNOLL Mr. Gore, I was not in the international meeting.

I attended a producers' meeting the night before.
Mr. GORE. That could not have been pursuant to the regulations

because the regulations were adopted several months after that.
Who told you it was all right to go to the meeting?
Mr. ZAGNOLL There was a specific discussion pertaining to attend-

ance of that meeting in Pittsburgh.
Mr. GORE. With whom?
Mr. ZAGNOLT. There were several lawyers and me.
Mr. GORE. Who were the lawyers?
Mr. ZAGNOLL Mr. Minks, I think both Mr. Coleman and Mr.

Jackson, Mr. Allen, Mr. Howrey, and me.
Mr. GORE. Did you rely on the lawyers for the authority to go to

Paris and attend this meeting or did you make that decision yourself?
Mr. ZAGNOLT. I relied on the lawyers for legal advice.
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Mr. GORE. Right. There was also a policy question involved as to
whether or not to attend this meeting in Paris. Did you take it upon
yourself as an individual to involve Gulf Oil Corp. in this meeting?
Mr. ZAGNOLI. I could have. I will tell you directly that I do not

remember meeting with one of the executives.
Mr. GORE. Mr. Walker, did you tell him it was all right to go to

the meeting?
Mr. WALKER. I have no recollection of the meeting at all, although

I know I must have known about it because in preparation for these
hearings I have seen some documents with my name on them, but I
have no recollection.
Mr. GORE. Mr. Jackson, do you remember the meeting that Mr.

Zagnoli recalls your attendance at?
Mr. JACKSON. No, sir, I don't. But if I were in Pittsburgh, I would

have attended it. There is no doubt about it.
Mr. GORE. Who do you think made the decision, Mr. Jackson, to

join the cartel?
Mr. JACKSON. It is my recollection—as I think I have already

testified—that Ed Walker was the top man on the business side of the
house and he is the one to whom Mr. Minks made the explanation
of the law department decision with his recommendation.
I also said that I did not know what Ed's contacts were in the

rest of the executive hierarchy. That is my understanding.
Mr. GORE. That leaves the ball in your court, Mr. Walker. You are

the guy who made the decision to join the cartel. Is that right?
Mr. WALKER. I have already answered the question. I have no

recollection of the decision being made by anyone to join the cartel.
Mr. GORE. I want to recognize Mr. Walgren to ask a final question

of Mr. Jackson. As a courtesy, we are going to excuse Mr. Jackson
early to make his airplane.
Mr. Walgren ?
Mr. WALGREN. Inasmuch as you have to go, Mr. Jackson, I thought

Mr. O'Hara said that you backed up both the price and the com-
pulsion basis for saying the cartel was okay at this relatively amor-
phous meeting where you gave the report, is that right, on the legal
implications of joining the cartel? Is that right?
Mr. JACKSON. You are referring, I think, to the mid-July meeting

in Toronto. If you are, that is my recollection, yes.
Mr. WALGREN. You backed up both the price and the compulsion

theories with evidence? By that I mean you did not say, "If there
is no impact on price and if there is a compulsion, then you're all
right." But you said, "On my investigation of this there is compul-
sion and there is no impact on price." Is that the feeling that you
gave to the Toronto meeting?
Mr. JACKSON. Basically that is correct with one modification. I

said that in my judgment—and I am sure I must have said this—
there is no doubt in my mind that there was effective direction from
the Canadian Government.
Second, with regard to the economic impact problem, I did not

profess to be an economist. I asked the help of economists as part
of my work product, and as a lawyer I relied upon what they said.
Mr. WALGREN. That is what I recall. Certainly from your own
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feeling you felt secure on the compulsion background but not secure
on the economic background.
Mr. JACKSON. With this exception: To the limited extent that I

understood it, the economic impact analysis seemed to me to make
sense. I didn't quarrel with it.
Mr. WALGREN. What was the backup on the economic conclusion

when you say in this meeting between you and Mr. O'Hara that
you were satisfied both as to compulsion and as to price? What
made you satisfied at the price? What documents were we operating
on at that point?
Mr. JACKSON. Is this addressed to me?
Mr. WALGREN. Yes.
Mr. JACKSON. My reliance was on Mr. Ramsey. I trusted him

then and now, and I trust his judgment.
Mr. WALGREN. Was that a verbal meeting as such?
Mr. JACKSON. The sequence of events is that there had been a

draft opinion prepared by Wen earlier. I don't remember when.
Let's say perhaps in April. I don't recall exactly but it became neces-
sary to change that basically for two reasons that I recall.
One was that it seemed to me that Wen had worked into the draft

too much of an evaluation of what the economic impact was on Gulf
Oil Corp. While obviously Gulf was my employer and I had an
interest in that, from the legal standpoint my primary interest was
the adverse effect on exports of uranium from the United States and
imports of uranium into the United States.
My second point of concern, as I recall, was that when I first asked

Wen to prepare an economic impact statement I told him to look at
the period of 1972 to 1977. As a result of the Canadians finding them-
selves in certain trading positions, prompted primarily by the Aus-
tralian, there was a necessity to extend the period of the cartel.
At the time of my last request to Wen Ramsey it was in the context

of a period extending for certain effects, as I recall, beyond 1977. I
think it was 1980, that is, 1978 to 1980.
I remember that also because the farther down the trail you get,

the less precise the economic analysis can be. I do not care who
makes it.
Mr. WALGREN. The person who prepared those economic analyses

was Mr. Ramsey?
Mr. .TAcKsox. Yes.
Mr. WALGREN. Are those part of the record?
Mr. GORE. The backup papers are not part of the record. Mr.

Ramsey's economic analysis is part of the record. Of course, he is
with us here today.
Mr. WALGREN. Thank you very much.
Mr. HADDAD. Mr. Jackson, before you leave, would you look at

'Document 59. I think it reinforces your opinion as stated.
[The document referred to follows:]

a
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M. E. MINKS

OLOA No. 59

pciiLL, July 20, 1972

C LIT A

Uranium

Frank O'Hara and I met yesterday in Toronto withMessrs. Allen, Ediger, Estey, Gregg, Ramsey, and Zagnoli.

Although the factual situation 4s still somewhat
fluid, the basic pattern now seems sufficiently stabilized
to permit preparation of the legal opinion discussed with
Jack Howrey. Frank and I will work on this, collaborating
with Irwin and Roger.

On the basis of yesterday's session, I advised
Mr. Zagnoli that the basic antitrust viewpoints and conclusions
reached at the last Pittsburgimeeting in your office remained
valid.

The antitrust evaluation boils down to this: .(a) the
economic im t.U. n renared b Wen RPnse will
necessarily be 1ess precis : but b) in my judgment, e
basic fad .L11,1V.nt direction is even clearer
than before. The latter fact is of predominant and over- '
riding importance in again concluding that the degree of
antitrust risk involved is acceptable.

At the Paris meeting in April, you will recall thattentative agreement was-. reached in the context of a January
1, 1972 through 1977 period. Term was one of the main
points considered in our antitrust evaluation. At '-
Johannesburg, the Australian group insisted upon extending the
international marketing arrangement through 1980. Further,
the Operating Committee ground rules adopted at Johannesburgindicate a probable extension of some aspects of the arrangement
even beyond 1980. This really gets too fax down the road
for meaningful impact analysis, especially since the supply
and demand curves are estimated to cross somewhere around1978 or 1979; at which time the economic reason for the
international marketing arrangement disappears. Accordingly,
I suggested to Wen that there was really no valid purposeto be served in attempting an impact projection beyond 1980;and his final impact statement, which will constitute part
of the definitive legal opinion, will deal only with the
announced period of the marketing arrangement; that is,
1972 through 1980.
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Extension of the time line also generated a new line
of thinking on the part of the Canadian Government, which
should prove helpful to us since their plans, which are now

in the process of implementation, will more clearly evidence
what has been the actual fact from the inception, namely,
that Gulf has no viable alternative: it must either submit
to effective Canadian Government direction or get out of
Canada (insofar as uranium is concerned).

Without getting into too much detail, the Canadian
Government has decided the following: Acting under relevant
sections of the legislation controlling the functioning of
the Canadian Atomic Energy Board, the Minister of Energy and
Resources has issued a Directive to the Board. Pursuant to
this unpublished Directive (which may or may not be made
public at a later date), the Board has prepared the equivalent
of Regulations for Cabinet approval. Under these Regulations,
the end result is that the Canadian Government will only
permit the granting of -licenses to Canadian producers for the
export of uranium when the Board approves both the amount
and price. Effectively, the Board's standard for approval
will be compliance with the international marketing arrangement
worked out in Paris and Johannesburg. This arrangement
constitutes an actual, but informal, intergovernmental

• agreement. The Canadian Government, for policy reasons of
its own, has avoided any treaty or other formal arrangement,

• and, according to Mr. Estey, will probably continue to do so.
Quantities and prices set by .the Board will not be made public.

We probably wil/.secure a copy of the Regulations
as-soon as Cabinet has given its formal approval and
released the same for publication. The Regulations (prepared
in-mid-July for Cabinet approval) will be published concurrently
itith a Public Policy Statement by the Minister (probably in
Angust ).. The Minister's Statement, which is the practical
equivalent of a general directive or instruction, will likely
be made in the Commons.- Thus, the explicit Canadian Government
direction will be evidenced by (1) the general background
material we already have, including public policy declarations
Of certain Canadian Government officials; (2) the Ministerial
Directive; (3) the Board's Regulations as concurred on by
the Canadian Cabinet; and (4) a Public Policy Statement by
the Canadian Minister of Mines and Energy.

•
::Gulf Minerals Canada Limited (GMCL) is not presently

represented on the Operating Committee set up to implement
theAnternational marketing agreement, working through a
Secretariat located at CEA's offices in Paris; however, GMCL
is in contact with the Canadian representative on the Operating
Committee; his alternate; relevant Canadian Government officials,
as required; and, initially at least, will receive club

.material directly from the Secretary out of the Secretariat's
Paris office.
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GMCL will be participating (in a non-control capacity)
in a continuing variety of market allocation and pricing
arrangements under the overall plan adopted by the Canadian
Government. Although it is not possible to delineate precisely
_the probable scope of these arrangements, it appears to be the
fact that the Canadian Government will continue to maintain
effective control of what they have directed all the Canadian
producers to do and Gulf's actions, therefore, must necessarilybe the result of and remain within the area of such governmentaldirection. Nevertheless, it will be advisable that Frank be
kept adequately and currently informed of significant developmentswhich might affect Gulf's overall antitrust posture. -

Messrs. O'Hara, Ramsey, and I did not participate
in subsequent detailed discussions concerning GMCL problemswith their German partners concerning interpretation andimplementation of the Rabbit Lake joint venture documentation.It seems probable, however, on the basis of those facts known
to us that a substantial restructuring of the joint venturearrangement might well be required. This fact, coupled withopen-ended Canadian Government control of production andprices of all exports of Rabbit Lake production, make economicforecasting of the venture far more speculative than before.

- -
mentioned to you,- / will continue to collaboratewith Messrs. Coleman, .O'Hara, Allen and others until we havea reasonably definitive work product in hand.

7: --'.1,toy D. Jacks d, Jr.
•

RDJJr:ps - -
- -

cc: R. K. Allen, Denver
W. Coleman, Pittsburgh

' • - W. Z. Estey, Q.C., Toronto
• N. M. Ediger, Toronto _

R. O'Hara, Pittsburgh
:. - - M. W. Ramsey, Pittsburgh

• S. A. Zagnoli, Denver
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[Witness examines document.]
Mr. HADDAD. Paragraph 3, and this is July 1972, and it says you

came back from Toronto and you met with these fellows and you
are outlining it to Mr. Minks.
On the basis of yesterday's session, I advised Mr. Zagnoli that the basic anti-

trust viewpoints and conclusions reached at the last Pittsburgh meeting in your
office remained valid.

I have two questions to ask you. One, what do you mean by
"the antitrust situation boils down to this: (a) the economic impact
study being prepared by Wen Ramsey will necessarily be less
precise. . . "?
Mr. JACKSON. I have been asked that question before. The answer

is that I do not know. I wish I did.
The only explanation I can give is the one I gave Congressman

Walgren. That is that the longer the probable period of the intended
duration of the cartel, the more difficult it became to predict with
any degree of accuracy the forecasted economic impact.
Mr. HADDAD. In other words, the economic impact is not worthy

of the paper that it is written on after a certain date, like 1977?
Mr. JACKSON. Any economic analysis becomes less valid the longer

you extend the term.
Mr. HADDAD. Your viewpoint was carried to many meetings by the

Gulf executives who attended, saying after 1977 we're in trouble.
I know you are in a hurry but this is an important point. On page

2, paragraph 2, the stage is set for compulsion.

Without getting into too much detail, the Canadian Government has decided
the following: Acting under relevant sections of the legislation controlling the
functioning of the Canadian Atomic Energy Board, the Minister of Energy and
Resources has issued a Directive to the Board. Pursuant to this unpublished
Directive (which may or may not be made public at a later date), the Board
has prepared the equivalent of Regulation for Cabinet approval. Under these
Regulations, the end result is that the Canadian Government will only permit
the granting of licenses to Canadian producers for the export of uranium when
the Board approves both the amount and price. Effectively, the Board's standard
for approval will be compliance with the international marketing arrangement
worked out in Paris and Johannesburg. This arrangement constitutes an actual,
but informal, intergovernmental agreement. The Canadian Government, for
policy reasons of its own, has avoided any treaty or other formal arrangement,
and, according to Mr. Estey, will probably continue to do so.

When we talked earlier about the additional information in July,
you said there was one exception. Is this the July compulsion excep-
tion to which you referred?
Mr. JACKSON. Yes.
Mr. HADDAD. It was staged, was it not? It is window dressing by

the Canadian Government to hide its collaboration in the decisions
in Johannesburg, isn't it? This was discussed at Johannesburg, and
the Canadians said to the producers, "Look, you guys do not want
regulations. We told you in the beginning that the only way to do
this is with regulations." The producers said, "All right, give us
regulations."
So they set up this staging and kept it secret from the Canadian

people. The cartel agreements were then carried out in a way that
was not easily perceptible by the general public. Isn't that right?
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Mr. JACKSON. The minutes of the Johannesburg meeting reflect that
the result was that there would be a request from the Canadian pro-
ducers, other than GMCL, on which the Cabinet would act favorably.
The Cabinet did thereafter act favorably in amending the regulations
and having the Minister issue the appropriate directive. That is
correct.
Mr. HADDAD. Thank you.
Mr. GORE. In that regard, this intrigued me from the Runnalls'

memorandum. You decided finally that the regulations were the
route to go, that this was the best way to do it to avoid violating
Canadian antitrust law and American law.
I quote from page 7 of the Runnalls' memo.
Mr. Albino could see no disadvantage as to Canadian producers if such a

regulation was to be invoked. Mr. Austin said that there should be none except
it meant more government regulation of private industry.

In this context that really strikes me.
I want to ask you one question before you leave, Mr. Jackson.
Did you recommend that there be ongoing monitoring of the par-

ticipation by Gulf in the cartel?
Mr. JACKSON. I distinctly did.
Mr. GORE. Because it was your opinion that any change in the

circumstances that you looked at in preparation of the memorandum
could significantly alter the legal consequences of participation in
the cartel?
Mr. JACKSON. Any antitrust clearance given by anybody or any

antitrust opinion, Mr. Gore, is made in the context of material facts.
If those material facts change, then the opinion may or may not
change.
Mr. GORE. Whose responsibility in Gulf would it have been to do

that ongoing monitoring?
Mr. JACKSON. The general counsel.
Mr. GORE. Mr. Coleman?
Mr. JACKSON. No, sir, Merle Minks whose responsibility it was to

head up the legal department. If they accepted my recommendation
in that respect, it was his responsibility to take that up with the
business side of the house and get it done.
Mr. GORE. Thank you for your appearance here today, Mr.

Jackson. You have been an engaging witness. You have assisted our
understanding of this series of events. You are now excused.
Mr. JACKSON. I appreciate your courtesy.
Mr. GORE. Mr. Zagnoli, you testified earlier that you received

clearance or the impression of clearance to attend the Paris meeting
at a meeting in Pittsburgh where several lawyers were present.
Did you ever communicate with any member of the executive about

your participation in the Paris meeting?
Mr. ZAGNOLT. I do not recall specifically, but I believe I would have.
Mr. GORE. Do you recall talking to Mr. Walker about the par-

ticipation in the Paris meeting?
Mr. ZAGNOLT. I do not.
Mr. GORE. Is that the person you would have or could have talked

to?
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Mr. ZAGNOLI. As Mr. Walker indicated before, after that time, a
period of about 6 months from January of 1972 to June or July, I
had two contact executives, Mr. W. L. Henry and Mr. Walker.
Mr. Walker, of course, was exploration and production. He had

a great deal of knowledge which Mr. Henry did not possess, but
beyond the production Mr. Henry was by contact.
Mr. GORE. All right.
Mr. Walker, we did establish earlier that Gulf did belong to the

cartel.
Mr. WALKER. De facto, yes.
Mr. GORE. Not just de facto, but they did belong.
Mr. WALKER. They did not formally sign something but they did

belong.
Mr. GORE. I do not want to go back over that. You did belong,

right?
MT. WALKER. Yes.
Mr. GORE. An act like that, that is, joining a cartel whose purpose

was to fix prices and pretend that they were real but actually lie
about it and to submit phony bids and allocate markets worldwide—
would require some decision, wouldn't it?
Mr. WALKER. The decision I guess was to stay in business in

Canada or to get out. As far as Gulf was concerned, we had our
uranium sold to the point that we could pay out the project. We had
given up 49 percent of very valuable property to the German
company in order to get the German market.
We did not want to join that cartel. Mr. Jackson pointed that

out earlier.
We had the market. We had the uranium sold. We were the only

one that did. We would have been insane to have done it voluntarily.
Again I repeat what I said before. As I recall the decision, it was

not whether we should join the cartel but it was whether Ediger
should attend the meeting in Johannesburg.
Mr. GORE. We have established that Gulf joined the cartel. We

can fence about the compulsion argument. I personally believe it
is a sham. I think the record demonstrates that. You are entitled to
your opinion.
What I am asking you is this. A decision to join a cartel would

have required a decision within Gulf Oil Co., wouldn't it?
Mr. WALKER. The decision was really made by the Canadian

authorities.
Mr. GORE. Would it have required a decision within the Gulf

Oil Corp.?
Mr. WALKER. If it were a clean-cut decision, yes, but we got phased

into this thing.
Mr. GORE. Would it have required a decision within the Gulf

Oil Corp.? I am talking about joining of the cartel. Would that
have required a decision by Gulf?
Mr. WALKER. It depends on the circumstances.
Mr. GORE. Under these circumstances would that have required a

decision by Gulf?
Mr. -WALKER. Under the circumstances that actually existed, I do

not recall that there was a decision. One would not have been required
if there wasn't one as such.
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Mr. GORE. Let me restate that one. It did not require a decision
and one would not have been required if it didn't? One was not
made and one would not have been required if one wasn't made? I
think that is the way you phrased it.
I don't believe you. I just don't believe you.
Please, try to be forthcoming a little bit.
A decision was made, wasn't it? Corporations just don't float

around in the stratosphere and do things on a pure chance basis. A
decision was made, wasn't it?
Mr. WALKER. A decision was made that Ediger would go to

Johannesburg, and obviously we did attend the rest of the meetings
so somewhere the decision was made. I don't know where or by whom
it was made. It could have been anyone.
Mr. GORE. Could it have been you?
Mr. WALKER. I do not think so because I do not remember that.

I think I would have remembered it.
Mr. GORE. Who could it have been?
Mr. WALKER. It could have been Ediger, for that matter. I just

do not know. I am speculating. I am not even speculating that it
was him.
Let me give you an example of what is going on right now in our

company. 1W have a major negotiation going on with a foreign
country right now involving a tremendous amount of money. We
have given the local manager some guidelines. There is no way in
the world that anyone could make the final decision but him because
he cannot say, "I have to call my boys back in the U.S.A." I do not
know who would make the decision.
Mr. GORE. Mr. Zagnoli, did Ediger make the decision? Come on,

he didn't make the decision, did he?
Mr. ZAGNOLI. No, not really.
I can appreciate your skepticism about such an important thing

and how it evolved. However, please realize that this had been
considered and talked about for a long period of time.
I think you could accept my reason readily if there were such a

thing. Once it was established that it did not violate any law and •
once Canada adopted this as a regulation, then it is OK.
Mr. GORE. August 23, 1972? You joined before then.
Mr. ZAGNOLI. But before then we had legal advice every step of

the way. We made a decision at a special meeting for Paris, in a a
special meeting for going to Johannesburg.
Mr. GORE. Wait a minute. Did you have legal advice every step

of the way along the road to joining the cartel? Is that right?
Mr. ZAGNOLL Yes.
Mr. GORE. You had legal advice every step of the way?
Mr. ZAGNOLI. Yes.
Mr. GORE. Did it come from the lawyers or from the executive?

Did you discuss it with the executives?
Mr. ZAGNOLT. I do not recall. Jackson's opinion, with the executive.
Mr. GORE. You say you appreciate my skepticism but every time

we get to a critical point as to where the responsibility passes, then
somebody cannot recall.
Mr. Jackson said, Mr. Walker, that you were the guy in the position

to make the decision. Now you would have us believe that no decision
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was made. That is what you are telling us, isn't it, that no decision
was made?
Gulf joined the cartel without anyone deciding.
Mr. WALKER. I said I did not know who made the decision. I don't

think one necessarily was made. I am not saying that one was not
made.
Mr. GORE. You say that somebody could have done it. Then I ask

you who could have done it, and you said that you didn't think you
could have but maybe Ediger could have, but Mr. Zagnoli said that
Ediger didn't. Who else could have?
Mr. WALKER. I don't know.
Mr. GORE. You don't know who else? So it is either Ediger or you?

Are there any other possibilities?
Mr. WALKER. I would say Ediger, Zagnoli, or me. They would

be the possibilities. I do not recall any of us making it.
Mr. GORE. Mr. Zagnoli, you didn't make the decision, did you?
I think somebody at this table made the decision. We tried to

subpena everybody that had a piece of the action here, who had
responsibility for getting Gulf into this thing.
Did you make the decision?
Mr. ZAGNOLT. The decision to join the cartel?
Mr. GORE. Right.
Mr. ZAGNOLI. If I had made the decision, it would be that we

would obey the Canadian regulations.
It evolved into this. I cannot say that I sat down and said that

I made the decision. I could not speak for the Gulf Oil Corp.
Mr. GORE. Mr. Walker could, couldn't he?
Mr. ZAGNOLI. You will have to ask him.
Mr. GORE. At that time he was the one in the position to make that

kind of decision, wasn't he?
Mr. ZAGNOLI. You would have to ask Mr. Walker.
Mr. GORE. Mr. Walker, let me ask you about a document that I

will ask the staff to hand to you. It is dated February 27, 1973. it is
from you to Gulf headquarters. It is a message that you dictated on
the airplane. It has been retyped. The original is stapled to the
back of it.
Mr. GORE. If you look carefully at the original, you can verify that

the words on the version which has been cleared up are indeed the
words.
Let me quote from this message that you sent to Mr. Lee and to

other members of the executive. "Possibility of staving short on
uranium. Stop." Staying short, I might add parenthetically, is of
course, the practice of selling uranium that one does not have firmly
in hand but rather speculating on the possibility of guaranteeing
supply at a later date. "Possibility of staying short on uranium.
Stop. This is extremely dangerous because when price moves, it will
be large and rapid. Stop."
On what did you base that advice?
Mr. WALKER. First of all, I am against any kind of unlimited risk

as a matter of prudent business judgment. Any time you make a
short sale, whether it be stock or uranium or coal or peanuts or
whatever, in my opinion that is an unacceptable business risk. I would
never do it.
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Mr. GORE. I would agree with you.
Mr. WALKER. "Price moves large and rapid"—my rationale for

that probably was—I don't remember but I am trying to reconstruct
my thinking and I have seen this also—the Atomic Energy Com-
mission put out annually a demand-reserve forecast. It showed that
there was ultimately a shortage of low-cost uranium. By "low cost
uranium," I am talking about production cost.
So at some point in time when the low-production-cost uranium

is used up, the supply and demand line crosses and the marginal
uranium thereafter is going to be expensive.
So while I have no idea about the timing of this thing, that is the

reason we went into the uranium business in the first place. We saw
the AEC predictions.
Mr. GORE. So when you say, "when the price moves, it will be

large and rapid," you are not referring to any inside information
that you had about the price suddenly going up?
Mr. WALKER. This refers strictly to the U.S. market. This has

nothing to do with the international market. The U.S. market was
effectively closed at that time. You have gone through that. We
know the background on that.
Mr. GORE. My constituents are paying a great deal of money

because of that, I might say.
Mr. WALKER. That is a matter of opinion.
But in this case I was referring only to the U.S. market because,

as I recall, General Atomic were the ones who were short temporarily
in connection with reactors.
Mr. GORE. So when you were saying that the price was going to

move rapidly and be large, then you were referring to other factors
generally widely known within the uranium business. Is that right?
We still don't know how the decision was made and who made it.

We are left with the totally implausible assertion that no decision
was made.
Mr. Koppell ?
Mr. KOPPELL. Mr. O'Hara, I am referring now to the draft

memorandum of July 19. Do you have it in front of you? That is
58 (a) .
Mr. O'HARA. Yes.
Mr. KOPPELL. How was it at that meeting that people who were at

that meeting knew in advance, and I quote from page 10 of this
memorandum, "Sometimes in August the Minister of EMR," which
is Canada, "will issue a public statement to the effect that the above
ministerial direction has been issued 'in the public interest.'"
How did you know in July what some Minister was going to do

in August?
Mr. O'HARA. I believe, Mr. Koppell, that Mr. Estey had seen a

draft of the proposed release.
Mr. KOPPELL. Also, on page 9 it says, "A regulation will be issued

by the AECB." That is Atomic Energy Control Board. Is that what
that is?
Mr. O'HARA. Yes.
Mr. KOPPELL. "It will reaffirm the obligation to respond to

ministerial directives."

6
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How did you know at that meeting that the regulation would be
issued?
Mr. O'HARA. That was Mr. Estey's advice. I believe page 9 refers

to three steps that had been or were about to be taken.
Mr. KOPPELL. Then you said, "The next step is the issuance of the

ministry directive which is not published. This directive will say
something to the effect. . . "
How did you know what it would say when it might not have even

been fully formulated?
Mr. O'HARA. At the bottom of that paragraph you will see a

reference to the fact that this is quoted as Ediger took it down over
the telephone„ Mr. Ediger was GMCL's manager and had contact
with the Canadian Government.
Mr. KOPPELL. A, B, and C—were those the primary reasons for

the legal opinion that there was a legal compulsion, if you will, or
directive? Those are the only specific things mentioned here. Were
those the primary backup?
Mr. O'HARA. I don't know whether it is primary but to me that

certainly constituted effective government direction.
Mr. KOPPELL. Were there any other things there? There is nothing

else specifically mentioned. Is there anything specific there in terms
of government direction?
Mr. O'HARA. I had seen other documents prior to that meeting, yes.
Mr. KOPPELL. In this memorandum you are supposedly capsulizing,

and those seem to be the primary props on which you rely. Is that
right?
Mr. O'HARA. I am not sure about "primary." I would not charac-

terize this as primary but I would say it is one of the key elements
in it, yes.
Mr. KOPPELL. Those are the key elements, and yet I will point out

to you that none of those key elements were promulgated, except
for one which you had not seen but heard something over the tele-
phone about. Two were not promulgated. One perhaps was promul-
gated but you had not seen it. This is in July, and yet the real decision
that was made to participate in the cartel—in fact, you did par-
ticipate in the cartel going back to May. Isn't that so?
Mr. O'HARA. That is what was testified to today, yes.
Mr. KOPPELL. Since you participated in May and these things were

not around in May, what then was the Canadian compulsion that
you acted under?
Mr. O'HARA. With respect to the May meeting—and my first in-

volvement was with the July meeting—but with respect to the May
meeting, there are attached to Mr. Jackson's opinion, attachment No.
5, three telexes from the Canadian Government directing Mr. Ediger
to appear at the meeting and advising him that it was determined to

. be in the national interest of Canada that he do so.
Mr. KOPPELL. I have seen the summary of these regulations, but

is there anything in the regulations that states specifically that a
representative of Gulf should participate in the deliberations of
the cartel?
Mr. O'HARA. In these three regulations?
Mr. KOPPELL. Yes.

26-608 0 - 78 - 11
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Mr. O'HARA. I have not studied them recently but I do not believe
there is anything in there that specifically says a representative of

Gulf will attend the meeting.

Mr. KOPPELL. Or participate?
Mr. O'HARA. No not specifically.

Mr. KOPPELL. Do the regulations suggest that your pricing policy
may be dictated at those meetings? That is what the regulations
indicate, isn't it? 

1
Mr. O'HARA. Attachment 7 to Mr. Jackson's opinion stated that

export permits would not be granted unless the terms and conditions
of the export sales contract meet the terms and conditions set down
in the directive.

Mr. KOPPELL. The issue is that you have to meet certain terms
and conditions but not that you have to participate in formulating
those terms and conditions, isn't that so?

Mr. O'HARA. The regulations say you have to meet certain con-
ditions.

Mr. KOPPELL. But not that you have to participate in the formula-
tion of those conditions.

Mr. O'HARA. The regulations don't say you have to participate
but there is other oral and written advice to Mr. Ediger advising
him that it was in the national interest of Canada for him to par-
ticipate in the meetings.

Mr. KOPPELL. Are those the so-called telegrams attached to Mr.
Jackson's opinion?

Mr. O'HARA. Yes.

Mr. KOPPELL. Are there others?
Mr. O'HARA. Yes; as I recall, there were others later.
Mr. KOPPELL. Have they been produced?
Mr. O'HARA. Yes; I believe they have.

Mr. KOPPELL. I don't know what they are but it would be inter-
esting to see them. They are not summarized in this particular memo-
randum.

Mr. O'HARA. This was in July. There were things subsequent to
this. 6
Mr. KOPPELL. But I am talking about the justification, and the

justification is what went before and not what went after. The
justification was presented in this meeting, and in fact, it was pre-
sented before this meeting. A
Mr. O'HAIIA. Yes, but the three telegrams were prior to this

meeting. I believe there were other attachments in the Jackson
opinion that indicate advice and direction to Mr. Ediger by the

Government of Canada saying it was in the national interest of

Canada that they participate in the meeting.

Mr. KOPPELL. I want to turn now to the second justification. There
were two. One was compulsion. I think there is some dispute as to
whether, in fact, there was compulsion and as to whether it was
staged.

Let's talk about the impact on U.S. commerce which we have not
discussed at such great length so far.

It is my understanding that the argument set forth in here, if you
look at pages 10 and 11, it is twofold. One is that inasmuch as you

could not import uranium into the United States at the time when
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this cartel was established, then there could not be any impact on
U.S. buyers. Is that correct? Is that part of the rationale?
Mr. O'HARA. Yes; as Mr. Gore points out, we view it as an effective

embargo.
Mr. KOPPELL. So that is half the argument. The other half is that

since the world price was lower than the U.S. price, the level of the
world price would not affect the U.S. price. Is that the second part
of the argument?
Mr. O'HARA. The second part with respect to exports I think is

what you are talking about. I am not an economist.
Mr. KOPPELL. But you wrote the legal memo. Your legal conclusion

has to be based on a certain understanding of economic consequences.
As I read this, your understanding of the economic consequences

was that, because the world price was lower than the U.S. price, it
didn't matter what the world price would be because it would have
no affect on the U.S. market. Is that right? I am talking about the
export market.
Mr. O'HARA. If the price in the United States was higher than

the price outside the United States, if I were a uranium producer I
would not sell outside but inside.
Mr. KOPPELL. But the moment the world price went higher than

the U.S. price that rationale was defeated, isn't that so? That
rationale was no longer legitimate as a defense to a violation of the
antitrust laws which hold that there is no U.S. economic effect. Is
that correct?
Mr. O'HARA. Those were the facts at that time.
Mr. KOPPELL. Once the world price went higher than the U.S.

price, the rationale which we just went over did no longer exist,
isn't that right?
Mr. O'HARA. I will not say that.
Mr. KOPPELL. What was the rationale? You just told me, did you

not, that the rationale for no U.S. effect was that the world price was
lower than the U.S. price. Is that right?
Mr. O'HARA. That was my lawyer's analysis of it, yes.
Mr. KOPPELL. SO the moment the world price went above the U.S.

price, that rationale disappeared, did it not?
Mr. O'HARA. At that point I would have to look at the facts and

see what the situation was.
Mr. KOPPELL. Did you? When the world price went above the U.S.

price in the fall of 1973, did you look at that?
Mr. O'HARA. To my knowledge, the price outside the United States

did not, during the period that I am familiar with, go above the
U.S. price.
Mr. KOPPELL. So that chart we have over here is not the correct

statement of the pricing of the uranium [indicating chart] ?
Mr. O'HARA. I cannot understand that chart.
Mr. KOPPELL. But your understanding is that before the end of

1975 the world price exceeded the U.S. price? Is that your under-
standing?
Mr. O'HARA. My understanding is that throughout the period

of the existence of the cartel it was almost universally true that the
price outside the United States did not exceed the price of the
U.S. market.
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Mr. KOPPELL. Mr. Walker, is that your understanding?
Mr. WALKER. That is my understanding as well. I notice you are

comparing apples and oranges with that chart. You are comparing
spot prices with long-term contracts.
Mr. KOPPELL. Mr. Walker, do you know Mr. W. D. Fowler?
Mr. WALKER. Mr. Fowler is either an employee or a former em-

ployee of General Atomic, I believe.
Mr. KOPPELL. Is that a Gulf subsidiary?
Mr. WALKER. It was at one time. It is now a partnership.
Mr. KOPPELL. Was it a Gulf subsidiary in March of 1974?
Mr. WALKER. I don't remember.
Mr. KOPPELL. I want to read you a statement. You don't recall

whether it was or not?
Mr. WALKER. No.
Mr. KOPPELL. I don't have the record here of whether it was or

not but I assume it was because this was produced in connection
with this proceeding.
I want to read you a statement by Mr. Fowler with respect to

pricing. He says:
I view the $12.50 as yielding a 1984 price of $16 or $17. What appears to be

happening is that the international producers are in effect setting the world
prices via (a) establishing a floor that is higher than the U.S. offers to buy;
(b), the U.S. producers refuse to sell at any price that does not give them a
substantial margin above the floor being quoted by the non-U.S. producers;
(c), thus, in essence the international producers can stop any transactions by
simply constantly nudging the floor upward.

Is that your understanding of what was happening to the uranium
price in 1974?
Mr. WALKER. I would not agree with that because it was always

my understanding that the two markets were separate. I am really
not qualified to comment.
Mr. GORE. If the gentleman will yield, this memorandum that I

introduced into the record a moment ago deals with your analysis
of market behavior.
Mr. WALKER. MV analysis?
Mr. GORE. Yes. It says:
The possibility of staying short on uranium stock is extremely dangerous

because when price moves, it will be large and rapid.

Mr. WALKER. I thought I explained that. I was referring to the
AEC supply-demand curve for the United States.
Mr. GORE. But he is asking you for your comment on the dynamic

outlined in the internal Gulf document which was prepared as an
analysis of the effect of the cartel. That document concludes that the
cartel price would constantly nudge the domestic price upward. He
asked you for your comment on that analysis.
Mr. WALKER. I told him I don't agree. I am not very qualified.
Mr. KOPPELL. It was prepared within the Gulf system.
Mr. WALKER. It may have been. I am not sure that that was not

a partnership.
Mr. KOPPELL. Given the advice given to you—and Mr. Zaffnoli

can answer this question, too—in legal memoranda by Mr. Jackson
and Mr. O'Hara—
Mr. WALKER. I do not recall having seen that statement.
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Mr. KOPPELL. Did you ever order anybody in Gulf to watch care-
fully to be sure that once the world price went above the U.S. price
that you got out of the cartel? Was that advice ever given to
anybody?
Mr. WALKER. I certainly never gave that to anyone. It was my

understanding, as Mr. Jackson pointed out, that we would have
ongoing legal review of the circumstances. I simply did not have
the time to do that sort of thing.
Mr. KOPPELL. Mr. Zagnoli, did you ever give anybody that advice?
Mr. WALKER. Incidentally, I don't ever recall having seen the

memorandum from which you are reading until quite recently in
preparation for these hearings.
Mr. KOPPELL. I did not say you saw the O'Hara memorandum.

This is a draft memorandum but I assume that at some point some-
body saw the final Jackson-O'Hara legal opinion.
Mr. WALKER. I don't think I ever saw it.
Mr. ZAGNOLL I read that. That is a Fowler memo. I never saw

any evidence that would lead me to believe that that linkage existed.
Did you ask if we ever gave our people any direction on the price

going above?
Mr. KOPPELL. Yes.
Mr. ZAGNOLL The thing that they were told constantly was that

i he United States is not a part of this arrangement and the United
States is a free market. They were not to discuss any business that
had anything to do with the United States, its domestic market, or
its major corporations, with anybody.
Mr. KOPPELL. That may be, but if someone in your company knew

or if your company knew that the world pricing was directly affecting
the U.S. market, which is what Mr. Fowler said, then certainly at
that point that should have rung a bell if Mr. O'Hara's memorandum
had been adhered to. Someone should have responded.
Let me ask you another question. Before I go to that, I have one

last point.
In a submission made by Gulf Oil on this point—and this is in the

committee hearing transcript—you quote with approval the following
statement from Nuclear Exchange Corp.

It says:
Third, and perhaps most important, the prices reportedly established by the

cartel at its periodic gatherings were by the time such prices were implemented

below those prevailing in the domestic market as opposed to leading it. But the

appearance of foreign buyers in the domestic market was not due to the fact

that the foreign prices were higher but because relatively secure uranium sup-

plies were available in the U.S. whereas the overseas situation was less definite.

So they make much of the fact that the foreign prices were pre-
sumably below domestic prices, also. Is that right? That is the
implication of that statement quoted with approval.
If that statement were wrong, then the opposite conclusion could

be drawn. In other words, if the foreign prices were, in fact, higher
than the U.S. prices, then the opposite conclusion could be drawn
and one of the main buttresses of your position in the cartel would
be knocked out.
If the committee's chart up here is correct, it seems to me that

portion of your argument rests on a weak reed. Any comment? Do
you disagree?
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Mr. WALKER. I really don't have any comments. Mr. Ramsey
ought to comment on that chart because he is the economic expert,
but it does not look like you are comparing apples with apples.
Mr. KOPPELL. Mr. Ramsey?
Mr. RAMSEY. I don't recognize the chart. I do not think it is

properly prepared.
Mr. KOPPELL. Thank you.
It would be interesting for me to get your analysis of the worldas opposed to the U.S. prices for the years in question if you want

to submit that. I would regard that as being interesting.
Mr. RAMSEY. You made reference to Mr. Fowler's memo. Mr.Fowler's memo was discussed thoroughly at the June hearing. Inmy opinion he disavowed the impact of that memo, saying that itwas based on observation and not based on fact and it was a theory

that he had. He saw no evidence to prove that it was happening.
In addition, in my opinion, it was a situation that was veryunlikely to happen. It is not very likely that the domestic producerwould refuse to sell at a price merely because a foreign producerwas quoting prices at some different level than he thought should bequoted.
Mr. KOPPELL. Perhaps you could provide us with a memorandumon how you would compare world and domestic prices in the yearsin question. Could you do that?
Mr. RAMSEY. I think that has already been done by Canada. Thereis a press release here which was released back in October. It is by

the Honorable Allister Gillespie. I think if you would look at that,
that would be a source.
Mr. KOPPELL. I will look at it.
Mr. O'Hara, the other element in terms of effect on U.S. price isthe question of imports or, if not imports, the use of foreign uranium.
As I understand it, at the time when the legal opinion was given,the reason for saying that the foreign price would have no impactis that at that point the foreign uranium cannot be used in theUnited States. Is that right?
Mr. O'HARA. It could not be enriched for use, yes.
Mr. KOPPELL. I see.
At the time when the U.S. embargo, if you want to call it that, orrestriction was lifted, do you recall when thatwas?
Mr. O'HARA. I believe just this year, effective January 1, 1977,10 percent—that is, there is a gradual phaseout, and I forget whatthe number goes to in 1978.
Mr. KOPPELL. In the conversations earlier and the questioning of

Mr. Jackson it was clear that there was some concern on the partof Gulf about the prospective lifting of those restrictions and thefact that the cartel plans to extend its effect into years subsequent to1977. Isn't that so?
Mr. O'HARA. Well, I think Mr. Jackson said the further out yougot, the less precise you are. This is a lawyer talking economics, ofcourse, but I do not disagree with what Mr. Jackson said. I wouldnot disagree with it.
Mr. KOPPELL. Did you ever issue any directive to the executivesof the corporation with respect to cautioning them about participation
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in the cartel if the cartel projected its activities with respect to
contracts beyond a certain point?
Mr. O'HARA. No, sir, I did not.
Mr. KOPPELL. Mr. Zagnoli, did you?
Mr. ZAGNOLI. I can recall at least one memorandum that Ediger

wrote which was discussed with me to suggest to Austin or to the
EMR, stating that we objected to any extension of this beyond 1980.
I am almost certain that we did not want to extend it.
We were subject to their control, but there is the other element.

Effectively the U.S. market was closed to foreign uranium.
Mr. KOPPELL. In 1974 the U.S. utilities tried to make purchases,

didn't they?
Mr. ZAGNOLI. Yes.
Mr. KOPPELL. At that point did anyone ever say, either from the

legal department or from the executive department, "We ought to
pull out now because there may be some effect on U.S. commerce
in the sense of price of uranium for U.S. utilities"? Did anyone
say that?
Mr. O'HARA. From my standpoint I would say this. By 1974—

and I don't know when the domestic purchases were made from
U.S. utilities—during 1974, and as 1974 progressed, it is my under-
standing and impression that the cartel was gradually withering on
the vine and had become very inactive.
Mr. KOPPELL. Mr. Walker, did you as part of the executive or did

the executives or did any senior official of Gulf ever make the decision
to withdraw from the cartel?
Mr. WALKER. No.
Mr. KOPPELL. Dues were paid to the cartel until the fall of 1975.

Is that right?
Mr. WALKER. I do not know when the dues were paid. I am not•

aware of that.
Mr. GORE. Could you provide that for the record?
Mr. WALKER. I am sure we could.
Mr. GORE. Without objection, so ordered.
I The following letter was received for the record:]
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HOWREY & SIMON
1730 F'ENNSYLVANIA AVENUE, N. W.

WASHINGTON, D. C. 2000 6

I2021783-0800

February 23, 1978

The Honorable John E. Moss
Chairman
Subcommittee on Oversight and

Investigations of the Committee
on Interstate and Foreign Commerce

2323 Rayburn House Office Building
Washington, D.C. 20515

Dear Mr. Chairman:

The following information is furnished pursuant
to your letter to me of February 9, 1978, and the request of
Congressman Gore at the Subcommittee's hearings held in New
York City on December 8, 1977.

As a result of its involuntary participation in the
foreign uranium marketing arrangement, pursuant to Canadian
Government direction, Gulf Minerals Canada Limited ("GMCL")
received invoices for the Rabbit Lake project's portion of
Canada's expenses in connection with the arrangement for the
period August 1972 to February 1973, and GMCL issued checks
in the amounts set forth below. GMCL's share of these expenses
was 51% and UCL's was 49%. (UCL was GMCL's Rabbit Lake partner.)
GMCL billed UCL for its share as also indicated below.

Date Amount Billed to UCL

August 1972 $ 954.00 $467.46

November 1972 714.60 350.15

February 1973 876.61 429.46

February 1973 1,560.00 764.40

For the same reasons, GMCL received invoices for its
portion of Canada's expenses for the period August 1973 to
September 1975 and issued checks in the amounts indicated below.

AP'
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It is Gulf's belief that UCL was billed separately for its share
of Canada's expenses beginning in August 1973.

Date 

August 1973

September 1973

November 1973

March 1974

May 1974

August 1974

November 1974

February 1975

June 1975

September 1975

549.45

1,048.50

1,068.75

913.50

918.00

580.50

775.80

931.50

1,034.37

1,498.77

On September 21, 1976, the Government of Canada sent
GMCL a check in the amount of $792.90 as a partial refund of its
September 1975 assessment.

incerely yo

Richard T. Colman
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Mr. KOPPELL. There was never any affirmative decision to withdraw
from the cartel?
Mr. WALKER. I am not aware of any.
Mr. KOPPELL. Is it your understanding that there is anything like

a cartel organization of producers in existence today?
Mr. WALKER. I know of no such organization, no.
Mr. KOPPELL. Is Gulf engaged in any activities at present establish-

ing with any other corporation jointly—excuse me. Strike that.
-Why not answer it? Don't strike that. I will ask it that way and

see if you can answer it.
Is there any current activity by Gulf jointly with any other

corporation establishing prices for the sale of uranium?
Mr. WALKER. I certainly know of none. I will be willing to bet

my bottom dollar that there is not.
Mr. KOPPELL. There is no such arrangement? 

iMr. ZAGNOLI. No such arrangement n any activity in which I am
involved.
Mr. KOPPELL. So the last such arrangement that you were involved

in, to your knowledge, was the cartel which is now no longer in
existence.
Mr. WALKER. The Canadian portion of the cartel, yes.
Mr. KOPPELL. Thank you, Mr. Chairman.
Mr. GORE. Mr. Walgren ?
Mr. WALGREN. I defer at this time.
Mr. GORE. Mr. Haddad?
Mr. HADDAD. There is a 1976 situation which has troubled us. It

has to do with Ontario Hydro and the supplies from Rabbit Lake.
Earlier I think Mr. O'Hara said that everything had to be cleared

in terms of price cleared through the Atomic Energy Control Board.
Is that accurate
Mr. O'HARA. My understanding is that you have to get an export

permit to export uranium out of Canada and the export permit is
granted by the Atomic Energy Control Board pursuant to a directive
issued by the Minister of EMR. Perhaps Mr. Zagnoli can clarify
that.
Mr. HADDAD. Documents 100, 99, 109, and 110 are a series that

involve Mr. Walker and Mr. Zagnoli. They have to do with Ontario
Hydro and the pricing.
I take it that you are probably familiar with them.
[The document referred to follow:]
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Mr. S. A. Zagnoli

•

Denver eAic March 8, 1974.

Subject: Proposal for Uranium Supply to Ontario Hydro 

Approval is requested to submit a proposal for uranium supply to Ontario Hydro.
The uranium would be delivered as U.0 in the period 1950-85 for use as part
of the nuclear fuel requirements Of theHydro nuclear power program.

Hydro is currently holding discussions with all Canadian producers about
supply from 1950 on, prior to formal solicitation of bids. They have
requested, and we have agreed, that we furnish them an indication no later
than March 15 of the annual quantities which we would be prepared to bid
on for the period 195045. They would then send a letter to us formally
requesting the bid, which would form the basis for our proposal. Since
these discussions are still in the preliminary stage, we have not as yet
prepared a draft proposal, but would do so and would forward it for your
review prior to 'submitting it to Hydro. We anticipate the formal written.
proposal should be delivered to Hydro around mid or late April. Hydro
specifically ashed that we consider a bid on A minimum of 600,000 lbs. Ups
per year for the period 1950-05 inclusive. We feel this is n prudent frac-
tion of our remaining uncommitted production to bid on at this tine.

The pricing structure which we Propose is the same as that submitted to
ENUSA, i.e. $12.50/1b. H2O, base price, with escalation beginning from 1973
on 80% of the price. We'have elected to Use 40% labour and 40% materials,
with our standard Canadian indices. Assuming that this escalation formula
results in a yearly increase of 6%, which we believe to be realistic in
view of today's conditions, the escalated prices and projected revenues are:

Year

Escalated Price
$/lb. U308 Lbs. U

3
0
S

Revenue,

1980 18.80 600,000 11.280
1981 19.92 600,000 11.952
1952 21.12 600,000 12.672
1983 22.39 600,000 13.454
1954 23.73 600,000 34.238
1955 25.15 600

' 
000 15.090

----
5,600,000 78.666

The nbovb prices are considerably higher than either the current world market
price or the latest prices established by the Department of Energy, Hines
and Resources as being time minimum for export of Canadian uranium. All
prices and revenues arc in CRnadinn dollars, F.O.B. conversion plant of
Eldorado Nuclear Limited, Port Hope, Ontario.

Our prOp0:,11 WOU:..1 incorporate the clause d?...c.lupc,i for the ENUSA bid on

coat 'd 
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protection agniwit.new vornItivs, production cost increw,es, etc.
but suitably modified to 'cal., account of the fact thot this would not bc
an export sale and thus there would nut In: any taxes, duties, etc. imposed
outsido Canada. Other terms and conditions in the proposal would be
standard.

Our uncommittcd production for the period of interest is ( million lbs.
U
5
0
8
):

1980 1.486
1951 1.546
1952 1.54G
1953 1.546
1984 0.239
1985

Vc fool it is highly desirable from a political standpoint to be rec.ponsive
to Hydro's request and to submit a proposal to them. The Ministcr of
Energy, Mines and Resources recently issued a policy stotcmcnt that said,
among other things:

- "Kno,n reserves of uranium will be required to be held at all times
to mcct, as a minimum, thc fuelling rcquircments of Canadian reac-
tors whether in existence or committed."

- "Existing and potential production capncity must also he shown to
be capable of producing at a rate to meet future domestic needs."

nile it is not yet clear exactly how these policies will be implemcnted,
ha.s suggested to the Canadian producers that a mechanism night he

developed in the near future uherchy each producer "reserves" a portion
of its uncommitted production for Canadian domcstic requirements. The
EIM staff does, however, recognize that Canadian utilities must be prepared
to pay the same prices that we could achieve from export sales. Considering
the sizc of our uncommitted reserves and production at Rabbit LaLe, we
believe this proposal to Hydro will be evidence of our willingness to parti-
cipate, within the limit of our current capabilities, in supplying the
domestic market.

/gm

L/-Z2

N. M. Edigcr
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OLo lei it cp

S. A. Zwjnoli Wnwnr

e.fl. V. Laid:an Pittstur5:1 3/27/74

Li:Willi:I SUPPLY TO Minal !:YL,no 

Approval is r2lussted to offer 3.5 aillion reundsnf 1130s to'Ontarin Eydre .ror ZalircTy in the lt.gut.-1sa5 noriodat a ra cno,cro pcnlds p2r_yvar. Thn -Sc rrice pro-
pc hi is :12.50 pr pvJ tlith 2sco%tion be!linnin9 now onro.,4 cr thr! rricc. (sane as offer to ENUSA).

As discus”: and eglhlind by Vick, tm.* mst b2
rnsponzivq. Ths conJiLinno or sale aro vory attrac-tive. and I.reca-,...ind a:sproval without any ra:c.rvation.

SAZ:ach

Attachnent - AFE Ontario Hydro

e

/se w
Cl/

ff

*2255 -2C1,

- _
. 21..

:*

S. A. ZiliTnoll

Ctv:717111:1
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Ceezrt Order
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AU-II-Mr:1r( FOP, COMMITAIZNT

:1,...r... Cats3.1., hietitegl. srow:.:71,1  N. ..... fairer, V/ L e-rtr•.i.klit1
Sti....!ii, 7.' , 1,•,,int.., ”..t at in e 

),.
Pic
. r

••—•••-----••••--

t.t.ri I /714.

.1
•

r. DE SCCIP TI ON: „r_ty,3. m. 1...n, •1•1,1.1 0:r

.1 it lbw 1,1,11 I Marl Itvi 5...N1.../1t ..ti 11.r po,..i1 or L)enri4.5

I. if ts.l, tio•naity to IK Su,i•ler.: is Ani,oun per ye..r fur ti,. perit-J PA.

11 114i. tuts! •c lit. •. .

I/USI:ti. f.S JUSTIFIChil01.1 AND

SIAS'S OF ECONOMICS

pra,acal, If It it successful am! 3

vikJe• rc,4113. 1. I t.,se Cul E. s

tile: a t • sIore of pruslocrias /Too tne
1.-..e Project.

The rriritt; st rtsC11.1,1 15 C0115 i511,21/1y 31/0,11

the cuirr, •nr II .orhet prier for deli-

veries in the aryl icaliln period.

._

•

ENVIZOI:MENTAL V.:PACT '
„k,. 

17

  [L  0 i

T.-677T -----1
10t4u 10;ALs vnlii :
FC:4 aZi4ZWAL

SASE PERIC),1 08110,5

DI-RATION 6 Yr...

1 TC)TAL a0AOUN11
Ye..

  $7/,c.u.0Tt S 
maximut.,. rx,,osuai  w 

1(1) 9, not /et i,oratinc  less  

ECONOMIC INDICATO:15

J

DOLLARS IN TMOUSANDS

i TAX

CEFC.):1E
U.S. IN:omi

Ariv.
U.S. iNco:...r i

TAX

1 Prof i 1W,..t1 S71.^0ti,C:4• 32: ,S;C,C.:7

n' 73T

I Profit nercic. ,,, lb. u,O, - 51.I0 S5.10

1' t''”, f,,Li2.12.-s r, :.9.”,.(,.,) -

I ,•hirh e•e•••,',. ..v•i-,....1 •!..S. te, 1 i....il i•••• - --

EFEICT ON CC:.PORAIE NET INCOME (LOSS) .1.81 11.1. I ,CO3..E l'AS

194,... S 2 o:”. •,r, ! 19 2) 1 .3.14, .C.Y., I 1°F.2 53 ,231.,%:0_

5I0NISICAN7 COV "'1MENT

Pro% i sl arti incl....L...1 in tit: prriin.,1 for (I) price
estalat•en fro" 1111 for increase: in latiour an.: material
costs, (III pas... Icy th, etistunir of :cr., talc: and lot-
re21,3 pm...in.:tier cosi incurreJ /15.)1 re-. t
toeernr,nia1 action in _

AVAILABLE ALTECNATIVES:
To r.itntain ;oec r,.•1: cci 1,11.t1iii•g,j, iLl, 4it8 th, -

F,Jeral net: Al govern-hrnts. It is ni:nIy tupor-
tn. :hat Sc eet?,•eSiee to 1....exests to Aupply

datiestic urznioa

BUSINESS PLAN/BUDG:T DATA:

The pror:sil, if silere,sful. 15 etortivItnt vi th the oh,er-
tiers in the 15051111,, ;Oen, 'it. to Achieve ti tonal
sales co.traci• to 11,2,:15.1 f .5 Li., -11,61 (Or its
snare tiE praii.ist too fro. the Sohbit LAU. Project.

SEI.:SiiIVITY 2. FACTOnS NOT CAPAZLE 07 LEIN:.

EVAL 'J ATE 0:
I r.ar;in ro,lticed it th., even: that

o)r:ra ZN; costs incl.:V., rorc rep:tily tn.:ft indite,

ute..1 cc 001111..9 Lb: rintcc.

r2.15101NT 0111.A111,1, urr,..79

•

CCIAIPIPOLLTS

•
•

• -r,ri•novm. r
*- DATE N
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R. J. Goeken

Mr. Edward.B. Walker, III

SALE OF U303 TO ONTARIO HYDRO

174

AT Denver

cpc.org.rto/

412 • 28 - 14- 6 2

1,4
tiCP CA 70

AT Houston IDATL 2/3/76

*. 1

Approval is requested for the sale to Ontario Hydro of 3,700.000 poundsof U303 in concentrates to be produced from Gt's Rabbit Lake Mine for deliveryduring the period 1930 through 1935. •

Backaround 

In March of 1974, prior to submitting a proposal to Ontario Hydro. anAFC and accompanying documents :ere submitted to Pittsburgh for approval. Adraft agreement did not accompany this as discussions were only in the prelimi-nary stages and a bid to Hydro was required by March 15, 19:4. The AFC wasreviewed by the Corporate Comptroller and Planning and Economics Departmentsand a favorable recommendation vas made.

GMCL received verbal approval to proceed in April of 1974. and a proposal -was submitted to Hydrc on May 7, 1974. This proposal was accepted in a letterof intent dated May 21, 1974. This acceptance was subject to further negnietionsconcerning sales price increases arising from: Cl) increases in the royalty pay-able to the Province of Saskatche..lan, and (2) increased operating costs due tothe imposition of more stringent rules and regulations dealing with health, safetyand the environment. Agreement between both parties was reached concerning thoseitems.

-A araft agreement which had undergone executive and legal revin../ by MCI.was then submitted to Hydro on August 22, 1974. Since that time, meetings havebeen held with Hydro to finalize the romaininD details of the aro-cc:me:It. Enclosedfor your convenience is a final draft agreement acceptable to us and which webelieve will be acceptable to Hydro.

Economics 

The pricing structure in the Ontario Hydro draft sales agreement isidentical to those in ma's export sales agreements with ENUSA (Spain). Pakuriku(Japan), and TVO (Finland) which have now been approved by the Atomic EnergyControl Board. The structure consists of a base price of $12.50 per pound of11308. 90:.; of which is subject to escalation based upon labor and materialsindexes published by the Canadian Government and with the month of January, 1974,as the base. At the time of the original proposal, prices were considerablyabove the prevailing world market price for delivery during the applicable period

RP 0999-..

G13 26

-COI:FIDEN7IAL 
Confidential Pursuant to Court Ordar
in 17estin,houSe Uranium Litigation.

...‘x 2-1557.
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and within the guidelines established by the Department of Energy. Mines and
Resources as being the minimum price for expert of Canadian uranium. Price
protection is also afforded against increases in the royalty payable to the
Province of Saskatchewan, and frc,m increased operating costs due to the
imposition of more stringent health, safety and environmental legislation.
This latter protection can trigger the termination of the agreement if the
amount of such price increases reaches 35',; of the base price plus escalation.

Based upon our projections for the labor and materials indexes, we have
estimated the sales prices that vould be in effect during the term of our
agreement with Hydro, as shown in the table below. - -

.

..
-

Year —
Commitment

(lbs. 0308)
Price •
(S/lb)*

Value
(5 Million)*

1980 400,000 ' 22.28 8.9
1931 700,030 23.81 . 16.7
1932 - 700,000 25.44 17.8
1963 700,000 — 27.20 — 19.0
1984 600,000 29.05 - ' 17.4
1935 600.000 31.03 18.0

Totals 3,700,000 98.4

*Canadian Dollars

Reserve Estimates 

Uncommitted reserves of the Rabbit Lake Mine are sufficient in quantity
to meet delivery of U303 under the terms of this contract. A schedule of sales
comnitments is attached to the AFC.

Political Implications 

In 1975, the Federal C,overment established a policy to provide assured
supplies of uranium for existing nuclear reactors and those com,mitted or
planned for construction in Canada from now to 1035. This policy effectively
allocates approximately 25 of each producer's ore reserves for sale to
domestic utilities. Gra is required to allocate 5.562,003 pounds of U303 for
such domestic sales. The potential sale to Hydro of 3,700,000 pounds of U303
would represent approximately 67:.: of this domestic allocation.

--- 001:FIDEIZTTAL
Confidential Pursuant to Court Drab?
in rEsctir:ht.,uzoUrere iire LitiEationw

•
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On the basis of the forerjoing, your approval is solicited for authority
to execute the Sales Agreement when finalized in accordance with the termscontained in the attached draft.

Attachments

R. J. Goeken

C01:PIDri:TIAL
Confidential Purs•zant to Cut Oran'
in riestir.:,::ousa Urn:A.11n Litir,3tion.

• 245Z9
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•

RABBIT LAKE PTICOLICTION CC:TXF.rITS 

- Gulf's Share

Ycar ' of Production
Gulf's

Commitments

Ontario
Hydro
Proposal

•

Remaining
Uncommitted

1975 . 370 370 0

1976 2,295 2,295 0

1977 2.295 2,295 0

1978 2,295 2,295 0-

1979 2,295 2,033 212
_

1930 2,.295 1,035 400 860

-1981 2,295 . 
— 1.100 _ 700. _ 495

1932 2,295 900 700 _ 695

1933 2,295-- 900 -:- 700 695

1984 2,295 900. -- 600 - 795

1935 1,333 900 r600 (167)

TOTALS. 22,358 15,073 3,700 3.535

•

- HOTES: 1. Deficit in 1985 will be supplied from production in 1934
. .

2. Total Gulf production is based .upon a Rabbit Lake
 reserve

estimate of 43,639,000-lbs. U30.

•

2/03/76

•

COI:FIDENTIAt 

Confidential Purnuant to Co
urt Order

-in ttstinzbouno-Urn=iun L 
0ottoti. _
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Lds,ard B. Ike,.

Mr. 3. Harbaugh

_

B420000405

Slle Of Uranium tr;Ontario Hydro

412

HoOston

Pittsburgh

•

•

LO4 11"I°

1.":11ft 2 197G

LI •

2-27-V---P

Attached for Pittsburgh approval is an AFC in the amount of 59S.4 MM(Carodian) for the sale of 3.7 M!,1 paunds of U.O. in Concentrates tp Ontario Hydro. Thereason that this AFC requires Pittsburgh approvals that the term (G years) is lungcr than
the 5 years allowed the Strategy Centers.

c t W.A. L. Murc
Mr. B. W. Miller

Edward B. Walker

RP 0292R. ,
mt:.3

t au 2

VAR 3 1974

" 05.6.1

•

-*" CONFIDIIITIAL ---
Confidential Pursuant to Court Orderctl,

Feutir.: tIrc..niun Liti7ntion. 24591
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J. V. Quigley

J. S. S:offer

Mr. Edward B. Walker

AT Houston

•T

SALE OF URANIUM TO ONTARIO HYDRO

FROM THE P.A1.15IT LAKE MINE AND MILL

Houston D•TC 2-26-7S

The attached AFC in the amount cf $92.4 MM (Canadian) for the sale of 3.7 M
M pounds of

U_40, in concentrates to Ontario Hydro will require both y
our approval and Pittsburgh

ap'prnifal. .
•

- This proposed contract is ri;"-t a warranty contract although it provides for a specified

amount of U,08 to be sold at a specified price over a specified period subj
ect :o esca-

lation and for'ce majeure clauses. In this regard, the staff has the_ followin
g comments:

PRICE

The Canadian Federal Government has established a firm policy
 that sale of

uranium outside of Canada will be permitted only after domestic needs are

satisfied for all nuclear plants planned for operation by 19S5- The curre
nt

Canadian domestic market is therefore one of several large producers selling

into a small domestic market with only a few buyers. While the domestic

. price in Canada is a matter of speculation, it is no doubt higher than the

$12.50/1b. in the Ontario Hy•Cro agreement. However, it is certainly ..o: t
he

$30 or $40 that has been quoted in the U.S. press as representat
ive of sales

outside Canada. The proposal to Ontario Hydro, and their accepta
nce, are

now almost two years old. A: the ti.nc the proposal was made, $1
2.50 plus

90% escalation plus protection from government ac
tion was at the top of the

market. The subject agreement is the formalization of a long
 negotiation

through which we still anticipate to make attractive profi
ts. 

QUANTITIES

This sale will now have committed approximately £5 per cent
 of the Gulf

Rabbit Lake reserve to sale contracts. Even though back-up reserves arc

available nearby, to Commit more Of the estimated reserve to f
irm sale now

would appear to be imprudent as reserves are based on estimates.

TERM

The contract does contain a clause that allows the delivery
 Schedule to be

changed by a written agreement between Seller and buyer.

•

• f 1 !
•-

, • .•

e• - '

-
C on f i dent i al P,,t-uarit to Cot.:1-t Oraar

in rertir. Louse Ura_::itz.r.-. litigari* 24592
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FORCE MAJEURE

The contract contains a comprehensive force majcure clause so that Gulfwill be excused from performance when caused by reasons beyond its controland other specified reasons. This clause is still under negotiation.

Considering the economics of the contract as well as the political implications ofoperating this mine and mill in Canada, we feel that this AFC should be approved.

. Quigley

cc: Mr. R. 3. Goeken
M4t G. F. Shroycr, 3r.
Mr. 3. T. Steiner

;13
. S. Stoffer

r

01.

'CONFIDENTIAL
Confidential Pursuant to Court 

Order

in Wostingbouso Uranium 
Litigation.,
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181

0405 - _ •
ill 2 •_2 Pc • 1-1 • Is  —   —,,,—

AUTHORITY FOR COMMITMENT

• 1,renio. thitario SPONSOZ A. J..inisch. Vice.rreshlent DATE t> t,ci-sl•er J. nrs.

LA DESCRIPTION: SAle to ,k0,,, Th, V;r,, ,ilt b, 1,0.1cf.1 by Gulf ),ncrols CnnAila
t rro,,,t ,n nvirth,ro soslot,innson :"..1 delivered to th, conversion rlant of fldmrodu Noclvar Limited.t,itorio. it t,i..antity to I., surplivi is 5.70P.ODO 15.5. or Cp, for deliver1. durin, the rcricil thign,,h„,, is or, be,:f wth (9:1:) and Cul( Oil ConoJa Ltoitvi The Losc reicc is

sit% mil'. of-thy hose frier sidicrt to escalation fro, ionv,ry. 19:J.
• -

LP,1?.L sS U ST IF IC AT I ON AND

CASTS OF ECONOMICS

• ti.Tosal 1.3s sohsitte,1 to Ontario Ilydro
ts Lit of 1974. itt thnt tire the
stiosture Sc, the rroposol so. consiJerold,

Oar rrevailih:.toOl urIct price
I..? :r1ISCI.,' J.esn,.. 56, opplicalle

trorosal sas accepted by Ontario Hydro
gs 1974.

•
1,7 r.snoeion reiltral r-avernnene has rec-
esti). InstItutc.1 a ralicy shich cc sires

ea, oraninn producer to allocate ripproxi-
•oirly :65 or its cc-stases for sale to
e-rc•tic utilities. This proposes: sale
i,:tescittf 67% of C'ZL's ohliptiens to
es. Conadian das,stic rorLet onJ therefore
hAt inportont political 5:pa:lean:ie.

COMMITMENT DATA
4
.1
i
I

101,L5 I 10:1-15 VIH i
FOE CEN!,/,..

5A55 Pir.IDD OrT IONS
1 D'J2ATION

a
I. YRS. I Y25.

I TOTAL A.,,OUN7S li C..inadt3n) SV.S.4 uillsoii $
I, A'..t.X1,tUM EXP0SU3i s s
i
i

ECONOMIC INDICATORS ' •
1.11, _

DOLLAZS IN THOUSANDS
I

BEFOZE
U.S. INZOME

. TAX

AI,TZ'
U.S. INCOME

TAX

..::rorit Earein (5 Y. Total kiount) 526,157.• 526.155
;;rofit l'.1rein (". ef Perentrc) 26.61 1 . 21.55
i;rorit TIsqin 15 sea lb.) •• 5 7.07 1 S 7.C7
I•After Car,dian Totes of 52.133 which 1
'ezorods esti,ote.: U.S. To, liabilitv

I I

Will THE rllOJECT HAVE I
INviZONP.1!NT.a.l. IM)AZI YES

EFFECT ON ATE NET INCOmE (LOSS) TIT: U.S. INCOME TAX

NO J   I 19 61 S 5.249 I 19 02 $  CTl

SIC Nit ICA NT COMMIT ME NT PR OVI SI DNS'
trice escalation fro. J3r1/74 oi,on In,teoSeS in C311.6-
1.s lot.our noterial indexes.
t:slcc .1 rrotcction from inCte3SeS in the Sastatche,an sin-
0.! 'orally. from oorc-,isa totes t fens in,reases in
iosA's rroJurtion cost iosorreLl OS . result of LOTT Strin.

in"a uli, torero 1. 

isustraSS PLAN/BUDGET DATA:

of thj, rsrrposeJ ssle is consistent with
Statruent or Strntecy 5 aud the potential ionnet•;••oo UZI. Ass Leen in:orrOratcd into otte i,usine$S Man.

AVAILABLE ALTETINATIVES:
Ontario flyer() is the only potential cvStorier having 1.:308
requirements within the time Ira, for Rabbit. Lake
proesuttioo to roe:. the Canadian federal Cosermient policy
of a 25: allocation to do.-.estic utilities.

IINANCINO:
a/a,

(4' • r.e'. •

SENSITIVITY c!.. FACTORS NOT CAPABLE OF DOING
EVALUATED:

OPEZa.11,4:3 0791:(6

A. ionise), Par.,•-•-• OA"!
rt. 1 111,..- 131 Ser114,

DATE 11)

CONFIDENTIAL
Confidential Fursuant to Court Order -
in TestinC:cuse 1.1raniun Litigatiqq•1 v, 24594
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Mr. ZAGNOLI. Not recently.
I would like to clarify that. All exports out of Canada must be

approved by the Atomic Energy Control Board. You must secure a
license from Industry, Trade, and Commerce. This is subject to
review, incidentally. I think you apply for a license every year for
exports.
Mr. HADDAD. What about imports?
Mr. ZAGNOLI. I don't know about imports. I do not believe there is

any restriction. I do not know of any.
As for domestic sales in Canada, as far as I know, I do not think

they need to be approved.
Mr. HADDAD. We have Documents 109, 99, and 100.
In June 1976, Gulf Oil sold Ontario Hydro a substantial amount of

uranium. Is that correct?
Mr. ZAGNOLI. Yes; that is correct.
Mr. HADDAD. What was the price of that uranium?
Take a look at Document 100, the authority for commitment.
Mr. Walker, are you familiar with this?
Mr. WALKER. I saw a couple of these in the last few days.
Mr. ZAGNOLI. The base price is $12.50. I see that.
Mr. HADDAD. Right. Are you still looking at the document?
It appears that you are able to sell to the Canadian market at a

higher price than the published regulations. It seems strange to me
that can happen.
Is there a price-fixing schedule? Aren't you regulated as to what

you can sell to Canada?
Mr. ZAGNOLI. No; Canada is a free market.
Mr. HADDAD. I mean from your Rabbit Lake. You can sell from

Rabbit Lake at any price to the Canadians?
Mr. ZAGNOLI. Whatever you can negotiate.
Mr. HADDAD. Why did you negotiate this above what you might

have been able to purchase elsewhere at world market prices?
Take a look at that commitment page. I think you will see what I

am driving at. It shows a profit margin of 26 percent.
Is that a normal profit margin?
Mr. ZAGNOLI. Mr. Haddad, that is the good side of the story.
Mr. HADDAD. What is the had side?
There is 26 percent profit on something sold to the Canadians in

which the Canadians organized a world cartel to protect themselves.
Mr. ZAGNOLI. That must be on sales as far as the profit margin is

concerned.
Mr. HADDAD. We have heard 55 percent today:
At the time of the original proposal, prices were considerably above the pre-vailing world market price for delivery during the applicable period and within

the guidelines established by the Department of Energy. Mines and Resources
as being the minimum price for export of Canadian uranium. Price protection is
also afforded against increases in the royalty payable, et cetera.
Then you have the schedule there.
Were you making a 26-percent profit on the uranium you sell into

Canada from their own mine?
Mr. ZnoNor.T. That could be possible. It is hard to look at these

things in isolation.
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Mr. HADDAD. How should I look at them?
Mr. ZAGNOLI. You have to look at the losers and the money we

invest in exploration and the risk involved.
If you have the good fortune of finding a high grade deposit of

uranium, then the margin that you sell out will have you make more
money. This happens to be a high grade deposit.
Mr. HADDAD. But production costs relative to this—we are talking

about this yellowcake and that hydro plant.
Mr. ZAGNOLI. Yes.
Mr. HADDAD. Let me pursue one more point.
Mr. WALKER. Excuse me. Let me come in on that.
In evaluating the prospect, it you get 1 in 50, you are very fortunate.
Mr. HADDAD. Are you losing money on uranium?
Mr. WALKER. To date, yes, we are.
Mr. HADDAD. What are your projections?
Mr. WALKER. Ultimately we will make money if our New Mexico

deposit is economic, but we don't know that.
Mr. HADDAD. I read a Forbes article—the one that called us

McCarthyites—that also said you were a genius in minerals and that
was the reason Gulf Oil was in such good shape. I do not think you
are losing on uranium, are you?
Mr. WALKER. Right now, to date we have lost money, yes.
MT. HADDAD. Over what period of time?
Mr. ZAGNOLI. It started in 1967.
Mr. HADDAD. When does it turn black?
Mr. ZAGNOLI. Profit and loss? We are talking overall.
Mr. WALKER. All the money back in profit would be well into. the

1980's, I suppose. In other words 
Mr. HADDAD. What von said in Paris and in Johannesburg, was

that if you could get $6 for Rabbit Lake, you would be very happy.
You were. worried that the price was going down to $5. You were
worried that the Australians would sell at $4. You thought that you
could make all the profit that you needed plus money for exploration
at the $6 price. The price is much higher and you are using the same
argument.
You had a fixed price with escalations built in and you were very

happy with it when you rigged the price around the world. Then you
upped it and upped it.
Mr. Zagnoli, were you made aware at Paris of a statement by

Mr. Gilerist that the Australians were threatening and were already
negotiating with the U.S. market to sell new uranium?
Mr. ZAGNOLI. I have no recollection of that.
Mr. HADDAD. Have you heard that at all from Mr. Gilchrist or from

anyone else? It was in the minutes that went to you. It said that one
of the things that, you had to worry about was that the Australians
might sell below cost to the United States and, in fact, they were in
negotiations with the United States. That doesn't ring a bell?
MT. ZAGNOLI. It does not,.
Mr. HADDAD. The, premise is that cartel effectively kept the Aus-

tralians out of the American market. If the Australians were brought
into the cartel, then any of these negotiations with the United States
would not have taken place. The cartel arrangement would cut their
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quota and would seriously curtail production to the point where they
would not have enough uranium to sell to the U.S. market.
That doesn't make sense to you?
Mr. ZAGNOLL In 1972?
Mr. HADDAD. Yes, 1972.
Mr. ZAGNOLL The cartel kept the Australians out of U.S. market?
Mr. HADDAD. Yes.
Mr. ZAGNOLL I have not contemplated that.
Mr. HADDAD. Mr. Ramsey, does that ring a bell with you? Do you

have anything on that? Did you come across that in your economic
studies?
Mr. RAMSEY. I think they are talking about two different time

periods here.
Mr. HADDAD. I am talking about the first quarter of 1972 when this

statement was made. Did you ever come across that in your studies
about the possible impact on the American market of Australian
uranium being bought for the future at low prices?
Mr. RAMSEY. Insofar as I know, there was no problem in that

regard. The United States was excluded from the cartel. There was
no reason to expect that there would be any prohibition or any prob-
lem or any difficulty in selling into the United States.
The real problem was the embargo and the price differential.
Mr. HADDAD. What they were going to do was to come in very

cheaply for the future. What I am suggesting to you is that by
drying up the Australian supply, which you did when you made the
Australians cut back dramatically in the amount that they could
produce, then you did not leave any for them to sell to the U.S.
market. That was the cartel's big fight with the Australians. Then the
Australian Government stepped in. Isn't that correct?
Mr. ZAGNOLT. It is my impression that the Australian thing was a

political decision. They proceeded to develop their properties. What
they did with producing property, I am not sure.
Mr. HADDAD. In Paris the big fight was with the Australians. They

took the biggest cut in production. They took the biggest immediate
cut. So they did not produce what they could have produced, aside
from the political decision.
Were there aspects of this market which you were not considering

in your economic analysis?
Mr. ZAGNOLL I do not follow you.
Mr. HADDAD. Mr. Ramsey, last time we talked I understood there

were wheelbarrows full of documents that led to your economic paper.
We still have not received that information nor received the names
of the people who had worked on those documents.
There is a subpena out now for that material. I hope that counsel

might be able to give me some idea of when we will receive it.
We have extended the due date until the 19th. Have you been

contacted to produce that information?
Mr. RAMSEY. I was aware of receiving the subpena. It was directed

to Gulf. I refer you to my attorney here to respond to that question.
Mr. HADDAD. Are you prepared to respond?
Mr. COLMAN. I have previously identified myself.
I believe Mr. Haddad stated correctly that an arrangement has

been reached. I was not a party to it but I was advised of it. It was
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between a representative of Gulf and a representative of. the New
York State Assembly committee. A return on the subpena was agreed
upon, which is December 19.
Mr. HADDAD. As I understand it, you will comply with that and

provide the documents?
Mr. COLMAN. That is my understanding but I was not a party to it.

I was advised by a member of your staff.
Mr. HADDAD. Thank you.
Who put the final paper together, the September 8 paper, Mr.

O'Hara? The legal decision.
Mr. O'HARA. The mechanics of assembling it, that was my job.
Mr. HADDAD. Who wrote it?
Mr. O'HARA. Mr. Jackson—it was a joint effort. Mr. Jackson wrote

the bulk of it. I wrote a section of it or helped write a section of it.
Mr. HADDAD. Who approved it?
Mr. O'HARA. I don't know if anybody approved it. Mr. Jackson

signed it. It was issued as the law department's opinion.
Mr. HADDAD. You had input into it?
Mr. O'HARA. Following the July meeting, that is when I first got

involved in it. Subsequent to that, I didn't even 
Mr. HADDAD. How did that memo become corporate policy? How

was the memo transformed into corporate policy?
Mr. O'HARA. It is the opinion of the law department. I don't know

whether it become corporate policy. It was given to Mr. Ediger.
The opinion was furnished to him.
Mr. HADDAD. You did not clear the opinion with the executive

committee or the executive? There was no clearance process?
Mr. O'HARA. No.
Mr. HADDAD. It came from the law department and went to Canada

with nobody reviewing it within Gulf? 
Mr. O'HARA. It was a law department opinion. It is a matter of

course.
Mr. HADDAD. Even on a matter of this nature?
Mr. O'HARA. Yes. It is an important matter but legal opinions are

given by the law department in that way.
Mr. HADDAD. You were bound in writing by the decisions made in

Toronto on July 19? Where were the guidelines for writing that?
Where were they established? In May in Mr. Walker's office or in
July in Toronto?
Mr. O'HARA. As far as I know, my first involvement was in the

July meeting in Toronto. I came into the problem at that time. At
that meeting Mr. Jackson gave the oral advice to Mr. Ediger which
was subsequently documented in detail in the Jackson opinion.
Mr. HADDAD. Who was outside counsel?
Mr. O'HARA. At that meeting?
Mr. HADDAD. No. I am talking about outside counsel participating

in the preparation of the documents.
Mr. O'HARA. I do not think the drafting was participated in by

outside counsel. Mr. Jack Howrey.
Mr. HADDAD. That was the other party in the May meeting?
Mr. O'HARA. Previously referred to by Mr. Jackson.
Mr. HADDAD. SO it was the same group in May and the same group

in July?
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Mr. O'HARA. No; I was later involved, in July.
Mr. HADDAD. Thank you.
Mr. GORE. I have one final question, Mr. O'Hara.
Did you make the decision not to approach the Justice Department

for their opinion the decision not to prepare a white paper?
Mr. O'HARA. No.
Mr. GORE. Who made that decision?
Mr. O'HARA. I do not really know. I think Mr. Jackson testified

earlier that it was a three-stage, evolutionary process where he had
the question of approaching the Justice Department for the review.
He testified earlier that he wouldn't have considered that at all.
The second consideration was the white paper and the third was the
Jackson memorandum, which was subsequently issued. I do not know
who made that decision.
Mr. GORE. Mr. Walker, do you know who decided not to approach

the Justice Department?
Mr. WALKER. I do not recall the white paper being discussed at all.

I do not think I have ever read it.
Mr. GORE. Mr. Zagnoli, do you know who made that decision?
Mr. ZAGNOLL I do not.
Mr. GORE. Mr. Ramsey?
Mr. RAMSEY. No, sir, I do not know who made that decision.
Mr. GORE. It has been a long day. I want to thank each one of you

individually for appearing and answering and responding to the
questions that we have put to you.
The subcommittee intends to continue its exploration of the inter-

national uranium cartel.
Before today's hearing is adjourned, there are a number of docu-

ments that should be made a part of the record. Without objection, it
is so ordered.
This hearing will stand adjourned.
[Whereupon, at 5:00 p.m., the hearing was adjourned.]

9



APPENDIX

.'•

Mr. N. M. Ediger

:September 8, 1972

"Manager . •

Gulf Minerals Canada Limited
10 King Street East
.Toronto, Ontario, Canada

: Uranium Cartel

Dear Mr. Ediger:

'This will serve to confirm and elaborate upon the
views I expressed on behalf of Gulf's Law Department at our

. July. .19, 1972 meeting in Toronto based on our discussions and
review of the relevant written material in further response
to, your request for legal counsel. •

•
Although at the time of our Toronto meeting certain

Canadian Government formal .actions were not known to have
—transpired, the degree of probability was thought sufficient
to justify documenting the detailed, definitive legal opinion
•you requested, based on then available material and certain
stated assumptions. Since the original of my opinion was
dictated (shortly after our Toronto meeting), the anticipated

• formal actions of the Canadian Government have occurred;
consequently, the original opinion along with an addendum
section, has been put in final form and is attached hereto.

•

Sincerely,

ROY D. JACKSC.J, JR.

RDJ:is

Attachment
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OPINION MEMORANDUM

FOR

GULF MINERALS CANADA, LIMITED

'September 8, 1972
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- OPINION MEMORANDUM

1. Summary of Oral Advice at Toronto Meeting (Ju
ly 19, 1972) .

,..."Briefly, I advised at our Toronto meetin
g that, al-

though a detailed written legal opinion should be dela
yed until

it cOuld be addressed to a fact situation w
hich had further

'stabilized; the. basic fact of effactive Ca
nadian Government

arection to Gulf Minerals Canada Limited (GM
CL) to participate

in the inter-governmentally sponsored arrange
ment among inter-

'national uranium producers'agreed on at 
Johannesburg was clear

•- • • ..• • •
. eyond reasonable dispute; and that th

is, in turn, plainly

Meant that only by compliance with such direction coul
d GMCL

reasonably expect to retain a significant r
ole as a Canadian

. •

uranium producer.

•
said that the U. S. antitrust laws were not so

•
'inflexible and unrealistic as to compel GMCL t

o get out of

'6anhda; and, 'further, that based on M. W. Rams
ey's assessment

• •

of the economic impact of the arrangement for the period 197
2-

1980, it seemed reasonably clear that GMCL's 
compliance would

not have any material adverse effect on U. S. trade
 or commerce.

Under these circumstances, I advised that U. S.
 anti-

trust considerations should not be regarded a
s a bar to GMCL 's

.compliance with the cartel arrangement with
in thc reasonable

scope of the Johannesburg understandings.
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II, General Factual Background 

• In October 1968, Gulf discovered a major uranium..

ore reserve in a remote region of Northern Saskatchewan. This

•• 'evolved into the Rabbit Lake Project described in Attachment 

41. This Project is the reason for Gulf's involvement in the

matters dea1t with in this opinion.
• _

Fifty Million ($50,000000.) Dollars were committed

• *in discovering and evaluating the Rabbit Lake uranium reserve,

• which is currently estimated to represent 9% to 10% of Canada's

estimated total recoverable uranium reserves. Operating costs

2* *during the estimated life of the mine will be substantially in

excess of One Hundred Million ($100,000;000.) Dollars, with

operations scheduled to commence in 1975.

The, Project is being developed as a joint venture

between GMCL and Uranerz Canada Limited .(UCL), which is prin-

cipally owned bY Rheinisch-Westfalisches Elektrizitatswerk .

(RWE), a major West German utility. UCL is a Canadian corpora-

tion and holds a 49% operating interest in the joint venture.

• Gulf Oil Canada Limited, a Canadian company in which

Gulf Oil Corporation owns a majority interest, has a 5.1% oper-

ating interest; and the remaining operating interest of 45.9:?,
•

is held by GMCL.
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• . ,
. •
pmcL, a successor company to Gulf Minerals Company,

• a Delaware corporation and wholly-owned subsidiary of Gulf

Oil Corporation, was incorporated in Canada as a Dominion

• Company on October 7, 1970, in order to comply with Canadian'

laws pertaining to the mining, processing, sale and export of

uranium. .

• . As noted in more detail at a later point in this

opinion, the Government of Canada in March 1970 announced a

new and more restrictive polic}, on foreign ownership of Canadian

uranium. The point at issue was whether sale of a 49% undivided

ownership interest in the Rabbit Lake ore-body to UCL was in

. conflict with the new foreign ownership policy. After prolonged

examination of the facts, the Canadian Government agreed to

• allow the Rabbit Lake joint venture to proceed as a 100% for-

eign-owned enterprise. :

.Early start-up of.the Project was considered to be

in the national interest because of the economic benefits which

would accrue to Canada and the fact that a substantial amount

of the production through 1977 was committed, under the terms

of the joint venture agreement between GMCL and UCL, to West

Germany's nuclear power program at a time when the U. S. market
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:was closed and penetration of other markets in Europe and Japan

on_a profitable basis was virtually impossible.

'From GMCL's standpoint, it had become statistically

apparent in late 1969 that there was a worldwide oversupply

of uranium and, since U. S. law effectively prohibited U. S:

importation of Uranium, GMCL Would have critical difficulty

•in developing a market for Rabbit Lake production before 1978

. .or 1979, if then. •

.•% •
The joint venture arrangement with UCL was shaped

predominately by UCL's ability to guarantee GMCL an economi-

cally feasible market outlet for early production. The joint

-venture was also of advantage because of the front-end payment
_ .

by UCL to GMCL of Six Million ($6,000,000.) Dollars and UCL's .

, commitment to pay GMCL a royalty on each pound of UCL produc--.

-tion (based on defined "gross-profit margin"). In this manner, •

' GMCL was able to itart production earlier and spread its risks,

while still realizing a rate of return appropriate to high risk

resource 'development ventures in remote areas. And, of course,

the Province of Saskatchewan was understandably encouraging

• GMCL to start construction.

.The international uranium producers' arrangements

described herein are neither clearly profitable nor unproTit-

able in their economic implications for GMCL. Generally, how-

ever, they have severely complicated the contractual arrange-
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• •.thents for the Mining, milling, and distribution from Rabbit

Lake--and this in midstream, .so to speak--while holding forth

the virtual certainty of enforced reduced production and mar-

•• .keting quotas where none existed before. .

In .1971. it became apparent that because of setbacks

•

in the Free World's nuclear power programs, uranium stockpiles

' and surplus productive capacity were reaching a critical state.

*Certain foreign producers were selling at distress prices, caus-
.

• ing chaos in the market place--and all this against the back-

ground of significant new discoveries in Australia adding to

potential oversupply. The world price on contracts for uranium

supply signed during 1971 dropped by about One ($1.00) Dollar

per pound; and some producers faced the virtually certain pros-

pect of having to renegotiate existing contracts to provide

'lower prices competitive with the lower world market prices.

• III. Canadian Government Policy

' In this factual context it is pertinent to examine

• the history and present status of Canadian Government policy

• concerning uranium exploration and marketing, as reflected by

policy statements of Government officials.

• In June 1965, the then Prime Minister Pearson stated

.to the }louse of Commons a policy based on close governmental
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.•concern with matters related to uranium. Under market condi-.
• •

tions then prevailing, the Prime Minister's policy provided

for (a) exports of uranium under safeguards to ensure use for

peaceful purposes, and (b) the stockpiling of uranium to en-

-able operation of Canadian uranium mines to be continued while

• markets developed.

On June 19, 1969, the Hon. Otto E. Lang, Minister,

Energy and Water Resources, made a Canadian Uranium Policy

Statement in the House of Commons, which included the following:

• .."Many significant changes have taken place since
1965 in the world uranium market...increasing

.2. dependence on uranium fuel for future electrical
power generation is providing an incentive for

-.many countries- to become concerned with uranium
iActivities in other countries. These developments

have an impact on the Canadian uranium indus-
• try. Accordingly, the government is now setting
• out its uranium policy in greater detail to ensure
';• that full account is taken of the Canadian public

interest in these new circumstances. The basis of
Canada's - uranium policy is stated in the preamble
•:to the Atomic Energy Control Act, namely, that 'it
is essential in the national interest to make pro-

• vision for the control and supervision of the de-
velopment, application and use of atomic energy',
.and to enable Canada to participate effectively
in measure of international control of atomic
energy which may hereafter be agreed upon..'"

"To protect the national interest in the different
circumstances which now face us, we will henceforth
.require that all contracts covering the export of
.-uranium or thorium be examined and approved by the
appropriate federal agency before any application
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. for an export:permit is considered...We will con-

tinue to require that all persons engaged in uranium

or thorium mining in Canada be incorporated under

..federal or provincial legislation; that they operate

' under license from the Atomic Energy Control Board

• and that they provide information as required under

• the regulations of the Board."

On March 19, 1970, the Hon. J. J. Greene, Minister of

.Energy, Mines and Resources, issued another Government policy

statement regarding foreign ownership in the Canadian uranium

industry, which included:
•

.flI. should like, pursuant to the Prime Minister's

statement of March 2, to inform the House of the

Government's position with regard to ownership in

the 'Canadian uranium .industry. That position rests

upon the special importance of this industry in •

:relation to the national interest, as reflected,

• for example, in the. Atomic. Energy Control Act and

in a nuMber of statements of general 'policy of

which the most recent was made in the House on

June 19 of last year. In light of that special

importance, the ownership and control of enter-

priseS in Canada engaged in the extraction and

processing of this vital mineral are matters of

.important concern to the national interest...regu-

lations (of the Atomic Energy Control Board) will

• require...the (uranium) property or plant to be

• owned legally and beneficially by a company incor-

porated in Canada. With regards to existing mines,

our regulations will be effective as from the date

of the Prime Minister's statement of March 2 but

will not be retroactive in the sense of requiring

foreign interests then holding more of the owner-

• ship than the prescribed limits to divest themselves

of those surplus holdings ...Furthermore, we shall re-

• quire, in the case of foreign holdings by an indi-

vidual or group of associated investors amounting

to 50,Lof total ownership or higher, that while such

holdings may be retained by their present owners,

A
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•
any transfer of them must be to Canadians only,
.down to the 33% aggregate foreign ownership

limit...
,- •

On May 5, 1970, the Hon. J. J. Greene made another

.statement on uranium policy supplementing and refining foreign
. .

...ownershi.i. 'restrictions noted in his prior statement. And on

..%September 18, 1970, the Minister noted more recent legal advice

• to the effect that some of the restrictive ownership provisions

• would require legislation, rather than regulations, which was

being prepared by the Government. The statement noted that

• - the Government would advise Gulf Minerals Company that no excep-

would be taken to its application for transfer of interests

in uranium properties in Canada to foreign owners, provided the

transfer was according to terms not inconsistent with those

-,,.entered into in writing by the parties as evidencing their intent

.;.and signed prior to March 2i 1970.•

(:)n March 28, 1972, the Hon. Donald S. MacDonald,

• Minister of Energy, Mines and Resources (EMR) noted to the

Standing Committee on National Resources and Public Works:

would like to take this .opportunity to
add some thoughts of a policy-oriented character
to My previous remarks (in his February 24 address
to the House of Commons)...our energy demands are
'projected as likely to quadruple between now and
%the year 2000. To meet such a startling requir.c-
fment will necessitate total energy sector planning
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which will, in turn, require national policies
for coordination and development. We are going

have to understand whether market demands are

.,tational, long-term and stable or transitional
and unable to bear the responsibility for amorti-

zation...The Fede/al Government must accept the
.responsibility for setting the broad policy options

,. which reflect the way in which Canadians want to
live and develop their country; and to administer

.H such a policy and to influence developments, we
have available to us a large number of levers.

• I refer to national policies for ... export and
import controls of various kinds.. .and, generally,
our legal and constitutional powers...the Federal

• 
.'Government has the responsibility for ensuring
full consultation amongst energy project groubs
on such matters .as the desirability, timing and
magnitude of their- investment programs...Committee

• . members will be aware that established communities
Canada, particularly at...Uranium City, Saskatch-

- ewan, have been undergoing considerable economic
- % and social difficulty as a result of depressed con-
*ditions in the international market for the uranium-

.1producing'industry...Committee members will be
aware that the Government of Canada has taken steps.

:for the holding of discussions at an international
level regarding the state of the uranium industry I
.and of the development of nuclear programs. We

•- firmly believe that the unduly depressed prices
. for uranium, which are prevailing, act as the
...major disincentive to the active exploration of

very considerable geological potential in Canada.
In addition, the search for uranium in Canada, be-
cause of the remoteness of many of the most promising
areas, has a somewhat higher cost than in some other
parts of the world, indluding Australia, which has
recently developed some interesting new prospects.
In the. absence of international market stability,
the development of the resource required for the

• nuclear power industry in the 1980's will not be
ensured, with the possible consequence of a criti-

• cal shortage of supply developing in that period.
_Mining exploration and development of uranium re-
quires a period of between 6 to 10 years, and the
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'time for commencement ofnew initiatives in explor-

ation is now short...The share of market for uranium•
• ;concentrates which Eldorado (a Crown Company) will

• Obtain is very difficult to forecast at this time,

but it is Obvious that the Western world production

of uranium must quadruple by 1980 if the power reac-

tors, already in service, under construction or com-

•—mitted are to be supplied with-fuel...Critical to.

the'national stance with respect to our resource

'industries is the international environment in

" which they compete for markets and for capital.

Al). indications point to huge capital requirements

in the energy and resource sector to the year 2000."

• :.On April 21, 1972, the Hon. Donald MacDonald, Minister

of EMR made the following public stateMents:

it is, I think, particularly appropriate that I

'should make my first remarks as the new Minister of

Energy, Mines and Resources on matters affecting the

-'Airanium industry to a public audience here in Elliot

'.1,ake,..you know how vital it is that its problems be

:.dealt with in the context of a close working relatiOn-
,
.•ship between government and industry. These are

.problem.s relating to our national economic goals,

., and there are complex obstacles to the success of

uranium industry which' have disrupted exploration •

• s programs at home and produced chaotic market condi-

tions abroad...Perhaps. the *central theme of my remarks 1

:tonight is the Federal government's concern for the

stability of resource communities generally, and the

close- working relationship required between govern-

ment and industry to deal with unstable world prices I

and markets which drive producers to the wall. The

Government of Canada has taken steps for the holding

s of discussions at an international level regarding . 1

the state of the uranium industry and of the develop-

ment of nuclear programs. We firmly believe that the

unduly depressed prices for uranium which are prevail-

. .ing act as the major disincentive to the active ex-

''' - ploration -of a very considerable geological potential

in Canada...In the absence of into -national market

stability, the develop:aent of the reserves required

:for the nuclear power industry in the 1980's will not
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be ensured, with the possible consequence of a

critical shortage of supply developing in that

. period. The demand for uranium is doubling every

five years and likely to continue near this rate

:for the next twenty years. Exploration for and

development of new uranium mining and milling

facilities requires a period of between 6 to 10

. years and the time for the commencement of new

initiatives in exploration is now short. Moreover,

the current recession in uranium exploration .stands

.in sharp contrast to the clear portent of th
e strong

future awaiting uranium mining as evidenced by the

acceleration in the ordering of nuclear power sta-

tions...Any utility or nation which bases an appre-

•ciable and expanding portion of its electrical power

s generating capacity on nuclear energy •should make

sure that it has firm sources of supply for a major

part of the reactor fuel required for the life span

of each reactor in its power complex. I would stresst

that the price paid for a pound of uranium must be 1

high enough to cover not only production and profit, \

.but also to compensate for the cost Of finding and

'developing the orebody which contained that pound.

.The prices prevelant today cannot possibly satisfy

-this condition for the uranium mining industry as a
.

whole...Across the broad spectrum of price and market

:considerations affecting our mineraland energy re-

:sources, there is a need for national .approaches

supported by industry and government to enhance our

.industrial base and protect our regionally located

"resource industries and communities from the games

'people play with commodities. The Government of

Canada's concern.. .fits into a larger national

mineral policy, in which government and industry

work together for a stronger resource sector in

which mineral and energy commodoties are husbanded

and developed to meet national economic goals...

and enhanced Canadian ownership and control...

We are determined to bring long term stability to

our resource communities and make sure their marke
t-

ing difficulties are ironed out so that these in-

dustries continue their important contribution to

Canada's national wealth.. .It is critical that -a

resource ex2orter like Canada derives the capital

. from minerals and enerc..,y commodities to achieve

much broader indu.stral goals and to mahe sure the

national jnterest is protected in the international

market place..."
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.1- hae•dealt.at some length with Canadian Govern-

ment policy statements because a proper perspective requires

.that more particularized governmental statements and actions

relating to the international uranium producers' arrangement,

as well as its development and implementation, be evaluated

in light of what the Canadian Government conceives the national

- interest of Canada to be. The overriding consideration is the

attitude and. policy of the host government-Canada..

'IV. implementation of Canadian Government Policy

On February 14, 1972, Mr. Gordon M. McNabb, Assistant

Deputy Minister, EMR, Ottawa, advised Mr. N. M. Ediger by tele-

phone that Mr. Jack Austin, Deputy Minister, EMR, had called a

•meeting of Canadian uranium producers for 1500 hours, Wednesday,

February 16, 1972, to review results of the separate discus-

sions held in Paris on February 7 and 8, 1972, between govern-

ments at one level and producers at another. Mr. Ediger was

advised that the objective of the Paris meetings was to deter-

mine whether or not the uranium-producing nations, including

Australia, and the companies who have stockpiles and uncommitted

production capacity could agree on a formula whereby they could

satisfy the free world demand (outside of the United States) for

the period to the end of 1977 in an orderly fashion; and that

the Canadian parLicipati6i.) had the full approval of the Cabinet.

The Canadian company representation in Paris had been:



. '•
...::./.T.ranium Canada Ltd.

• • •

Eldorado Nuclear Ltd.

Denison Mines Ltd.

! Rio Algom Mines Ltd.

203

(a Crown Corporation formed for
stockpiling and marketing pur-

poses only, not a producer)

(a Crown Corporation)

(in which Rio Tinto Zinc -RTZ-

holds a controlling interest)

• qmci, was not invited to attend the Paris sessions; and, in fact,

Mr. Ediger declined to attend an informal meeting of Canaaian

producers in Ottawa on January 27 to discuss the forthcoming

Paris meetings.

Ediger reported Mr. MacNabb's verbatim statement

• that "It is very essential that Gulf Minerals attend the meeting

on Wednesday from Canada's point of view and in Gulf's best long-

, . term interest." Mr. MacNab?1 was particularly concerned because

he felt that the production from Rabbit Lake during the period

•
•in question could be regarded as totally uncommitted and there-

fore, subject to any machinery that might be agreed upon to

allocate demand and establish floor prices.- He went on to state

• •that they would also like to discuss a Canadian position and

•strategy for the upcoming sessions of "specialists" representing

the Uranium producing companies from Canada, France and South

'Africa. Uranex (France) and Nufcor .(South Africa), governmentally'

.controlled entities, attended the Paris talks of February 7 and

8, 1972.
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Following on the Assistant Deputy Minister's February

• 14th call, Mr. Ediger, on February 15th; received a phone call

from the Deputy Minister, Mr. Austin, extending "a very strOng

invitation" for Gulf Minerals to attend the February 16 Ottawa

. .meeting. Mr. Austin assured Mr. Ediger that these were simply
. . ., •

exploratory talks being held with the full knowledge and approval

of the Canadian Government. Mr. Austin went on to point out that

because the Rabbit Lake project represented a significant per-

centage of the Canadian supply picture, GMCL would be acting

• irresponsibly if it chose to, ignore the discussions.

:Under the circumstances, Mr. Ediger attended the

February 16thmeeting, accompanied by Canadian counsel, W. z.

• 

 •

Estey, in the Board Room of the Department of ER, 588 Booth

Street, Ottawa. At this meeting the official position of the

- tanadian Government was expressed by the Deputy Minister, who

stated that the Paris February 7 and 8 meetings arose out of

governmental bilateral discussions occurring during the past

year between Canada and France, Japan, South Africa and Germany,

in an attempt to arrive at a more orderly marketplace for uran-

ium.,.Specifically, the Cabinet was reported as having sanctioned

paticipation by the Department of EMR and the two Crown corpo-
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rations in any exploratory discussions concerned with a working

mechanism to allocate demand and establish a floor price, and

as having expressed a present intention of not approving con-

• sideration of Commodity Agreements nor establishing a Uranium

• Marketing Board nor any other legislative means of imposing

•restrictions on the ability of producers to market outside of

Canada.

•
We understand that the Paris February 7 and 8 meetings

•

were preceded by the Department of EMR canvassing the existing

Canadian producers (which, of course, does not Include UCL or

• GMCL, as Rabbit Lake is not scheduled to commence production

until early 1975). Mr. Austin stated he hoped:the meeting of

-”.specialists". on February 21 and 22, i972, would arrive at a
•• . . • .

•formula which could be explored further at a more senior level

of meetings in -Paris on March 12 and 13, 1972.

. The Assistant Deputy Minister stated there was general

agreement at the Paris meetings between governments and the

meetings between producers that there was a need for measures

which would assure an orderly marketplace and prices during the

next six years; 'so as to provide an incentive for the explora-

tion effort that would be required to define the reserves

•necessary to meet thc requirements of the 1980's. He went

on to state the generally accepted estimate that for the

26-608 0 - 78 - 14
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period through to the end of 1930 there was at least 120,000

•tons of available stockpile and existing uncommitted production

capacity to supply a potential market of 75,000 tons. The Paris

group also felt that if the U. S. and other captive markets were

excluded, the supply would equal demand in 1982 or 1983; whereas,

if the U. S. market were opened to foreign uranium, the supply

and demand would reach a balance in the 1973-80 period. A seri-

ous shortage was predicted thereafter, if exploration continued

to decline. In this connection, the facts are that in 1969 the

Canadian Atomic Energy Control Board (AECB).issued over 70

uranium exploration permits; in 1970 this number declined to

:15; in 1971 only two companies in Canada held permits.

.1'711e Assistant Deputy Minister stated there was a con-

:census among the groups in Paris that the U308 floor price should

:be $6.25/1b. in 1972 with escalation of $..25 per year for Euro-

pean markets and $6.55/1b. in 1972 for the Japanese market be-

cause of special commissions, etc. It was thought that these

floor prices would be sufficient to provide an incentive for

further exploration without encouraging the possible marketing

of incremental production from sources outside the group.

It is pertinent to note also 4r. Ediger's report that

all present at the Ottawa meeting _accepted. his description of the

Rabbit Lake agreements and regarded the production starting in

1975 as committed and, therefore, could properly be left out of
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• any discussions of allocation formulae--an attitude which was

shortly to be reversed as Canada's quota was reduced in sub-

. . •

• .sequent negotiations.
• •• . .

. Mr..Ediger.summarized the Rabbit Lake deal by stating

• that UCL had an obligation to take all of GMCL's share of pro-

• duction that was put to them, for the life of the project, in

addition to their own share; and further had a specific'obliga-

tion.to take the first 3,000 tons of GMCL's share during the

first three years at a guaranteed floor price. Mr. Ediger also

• advised the meeting that Rabbit Lake production, at an approxi-

:mate rate of 2,000 tons per year was scheduled to begin early

.in 1975.

On February 28, 1972, Mr. MacNabb called Mr. Ediger

and reported on the outcome of the "specialists". meetings in

_PariS on February 21 and 22, 1972, and to further inquire about

GMCL's position with respect to the status of Rabbit Lake pro-

duction. Mr. MacNabb advised that the meeting was attended by

representatives of the existing Canadian producers, Uranex, and

Nufcor. . Mr. MacNabb attended ostensibly in his capacity as Vice

President of Uranium Canada Ltd.

Despite his assurances that the Government of Canada

(i.e., the Cabinet) looked with favor on the 'Rabbit Lake project

and would not take any action which would cause GI.:CL to postpone

its construction prouram, or subsequently jeopardize Rabbit Lake
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. productive capacity, it is clear to me in retrospect that

,-. •
Canada's trading posture on exclusion of tonnage sold to Spain

..and the trading aspirations of non-Canadian company producers

(in particular, Australian producers) added up to an intention

to reduce the amount of Rabbit Lake production regarded as. . .
committed and, therefore, not subject to group allocation.

Although it had previously been accepted that Rabbit

Lake production would be outside the scope of any international• • .. • •
producers' allocation and price fixing agreement, Mr. MacNabb,

in effect, reopened the status of Rabbit Lake production and

also raised certain Canadian legal problems (Combines Investi-

gation Act) in the stated context of an'assumption that GMCL

as a Canadian producer (which it was not, then or now, but

which it became). had to be a party to any such agreement, even

if it were acknowledged that GMCL would .not be effected by the

agreement.

.• Mr. MacNabb, in any event, stated that in view of the

fact that Gulf had a viable production capacity starting in 1975,

it was necessary for GMCL to be represented at the Paris meeting

on March 12 and 13, 1972, either in person or by written state-

ment defining GMCL's position, and added that the meetings

• would be attended by senior officials of the producing companies.
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Clearly, Mr. MacNabb was acting in his g
overnmental capacity

. _
of Assistant Deputy Minister in EMR in making 

this call; and

in this connection,' two speci.fic-asPects merit ad
ditional

..comment:

"•••

. ,
. .•

• . (1) As noted above, all actions and comments

of Canadian Government officials relating to the'prin-

cipal subject of this Opinion must be considered

* against the background of interest of the Canadian

. Government, which stems from its constitutional re-

sponsibility for the uranium industry (and other

resource industries) as evidenced by the various

public policy statements I hare quoted above, and.

from the fact that the Government Of Canada is the

.sole shareholder in Eldorado- Nuclear Limited and

. ,
' 'Uranium Canada Limited. • . .

•• . .
. . .

. .*At the present time the Canadian Federal

... Government investment in uranium mining and stock-

piling of uranium amounts to several hundred million

dollars, with Government involvement increasing..

The extent to which this. responsibility and

the underlying policy affect the Government is well

illustrated by the Canadian Federal Government's
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..action'in interrupting a transaction whereby the

-.:,•shareholders of Denison Mines Limited proposed to

.sell control of.that company to Continental Oil

:Company, a U. S. based company.. The Government

did so on the announced basis that it was contrary

to the national interest. As noted by your Canadian

'counsel, on closer examination of the Atomic Energy

.'Control Act and other legislation then existing, it

.became apparent that there was no precise legal author-

• ity for this action. The proposed transaction remains

dead, although Canadian counsel has also advised

(a). that the proposed corrective legislation with

xeference. to the ownership of uranium undertakings

'-yas circulated among Canadian uranium operators for

• their comments and (b) that the Government seems to

.have abandoned its proposal...

As has been reported by Mr.. Ediger and Canadian

Counsel who participated with him in all of the ini-

tial meetings, from time to time it has been indi-

• cated in varying intensity that should the arrange-

ment fail by reason of a lack of Canadian producer
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participation, the Government would have to examine

• •
the advisability of establishing a Uranium Marketing

• Board that would enter into an appropriate world

:.arrangement.

:Canadian counsel has advised that constitu-
.-..

'tionally there seems little doubt that the Government

of Canada, under the only cases so far tested, has

the authority to set up a marketing agency and to

.'prohibit any export sales not approved by or handled

_through that agency; and that it 'would appear to be

natural policy to take this route if Canadian pro-

ducers failed to respond to any available world

_proposal having the endorsement of, or being the

result of affirmative intervention by the Govern-

ment. of Canada.

.•(2)' As GMCL's Canadian counsel has advised,

the CoMbines Investigation Act (referred to above)

'remains the paramount statutory authority in the

trade restraint field. The regulation of competi-

tion in Canada is governed, apart from the civil

cbmmon law, by criminal legislation of the Parlia-
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:ment of Canada (the Combines Investigation Act).

' - Historically, this statute has been classified by

.the courts as criminal legislation and, therefore;

properly enacted by the federal Pafliament of Canada.

7'
Latterly, the courts have tended to consider this as

. • .

equally valid from the point of view of federal regu-

lation of trade and commerce.

• It is important to remember, as also noted by
•

• .Canadian counsel; that under the Combines Investigation

Act any citizen of Canada can cause charges to be

filed (similar to the manner in which private liti-.. • .
:

-.'gants can invoke American antitrust law in the U.S.),: •

:and that each Attorney General of the Provinces (unlike

Attorney General of a U. S. state) can act

However, in the last 50 years this statute„.. • •

.jd been. enforced by proceedings instituted by the

-- Minister of. Justice of Canada. A comprehensive code
. .

•• for the regulation of competition was introduced in

• the Canadian House of Commons last year and could have

made Substantial changes to the Act now in force, but

.:this new bill was withdrawn. The result is that we

are left with the Act as described above.

Ai
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Subsection 4 of Section 32 of the Combines

Investigation Act sets forth a precise defense re-

lating to exports. This defense is subject to the :
_ .

restrictions applied under subsection 5 of the Act.

- •
Subsection 5 (a) notes that Subsection 4 does not

• apply if the conspiracy, -combination, agreement or

arrangement "has resulted or is likely to result in

• a reduction or limitation of the volume of exports

. of an article" and -5 (b)establishes a defense if

the agreement or arrangement "has restrained or

.injured or is likely to restrain or injure the ex-

port business of any domestic competitor who is not

a party to the conspiracy, combination, agreement

or arrangement."

Subsection 5 (b) is likely the primary season

:for the Governffient's concern with the Combines Investi-

gation Act. If all producers were parties to an ex-

port arrangement, the subsection 5 .(b) limitation on

the subsection 4 defense would not apply.

• The applicability of the subsection 5 (a) re-

striction on the subsection 4 defense may turn on

whether "volume" refers to physical or monetary units.
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latter is thought to be the correct standard.

!Another interpretative issue is the term "reduction
4

'or. limitation," and GMCL will be guided on this

. point by Canadian counsel, as on Other matters of

Canadian law.

Because of the various legal issues involved, GMCL's

Canadian counsel emphasized at the February 16, 1972, Ottawa

meeting that GMCL's attendance was in response to a strong in-

vitation from the Department of EMR to provide information with

respect to Rabbit Lake, and that GMCL had no intention of enter-

:.ing into discussions intended to allocate export markets or set

• %:...'prices. In,fact, it was the reported position of GMCL's Repre-

entatives at this meeting, as well as the understanding of

...Government Representatives, that at least up until the commence-• •
•

,ment of the meeting the Rabbit Lake production was programmed

as committed to theGerman market, as a direct consequence of

which GMCL was not a proper or intended party in. whatever market-

ing arrangements might be entered,into by the rest of Canada's

uranium operators or producers.

GMCL was not invited, nor did it seek an invitation

to the February 22 Paris' meeting of "specialists", nor the

scheduled March 12 and 13 Paris meeting of "Senior officials."

.04
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Following on the Ottawa meeting of February 16, the

Deputy Minister announced that a legal opinion was being sought

• from the Minister of Justice of Canada, and thereafter Mr. Ediger

• and GMCL's Canadian counsel met with the Minister of EMR who

• reiterated this statement. The Minister also informed the

representatives of GMCL:that it was in the national interest

that all uranium producers in Canada participate in any .arrange-

ment ultimately reached by world producers.

At the request of the Minister of EMR, GMCL's Canadian

cOunsel, Mr. W. Z. Estey, met with the Minister of Justice and

later discussed the legal aspects of the arrangement from the

:Canadian viewpoint with-representatives from the Minister's

office From all these discussions, as reported by Mr. Estey,

it became clear that. the Canadian participants were to be fur-

nished with:

:.:(a). a Written communication from the Minister of

EMR confirming his oral statements that the

• * proposed world arrangement was in the national

• interest and asking that they join it;

(b) a copy of a Minute from the Cabinet determin-

ing that Canadian participation in a world

arrangement was in the national interest and

• authorizing the two Crown corporations to so

.join; and
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a .legal opiniOn to the two Crown agencies to

the effect that their participation in the

arrangement would not constitute a violation

of the Combines Investigation Act.,

• ' It was on this basis that the various discussions

. proceeded in a general way between producers situated in Canada,
'. • . .

: Australia; South Africa and West Africa (French). RTZ is a

producer in South West Africa (Rossing) and, consequently, under

the effective control of the Republic of South Africa.

Reverting to the scheduled February 21 and 22 Paris

meeting of "specialists" referred to in the February 16 Ottawa

meeting and Mr. MacNabb's February 28 telephone call noted above,

Attachment 4.2 is a "Joint Summary of Understandings As Regards

• To The Main Points Discussed at the Meetings of February 21-24,

1972 - Paris,.France.".•

Attachment 4-2 deals with the proposed Private Secre-

tariat designed to administer the arrangements; pending quota-

tions; the terms and conditions of uranium sales, including

. floor prices, payment, currency, flexibility for variations on

'contract quantities, force majeUre provisions, taxation, stor-

age, call options and post-1978 prices (the term then being

considered was 1972 through 1977); a working mechanism for
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. allocations of contracted quantities among the group members;
•

and quotations to fuel, reactor manufacturers, or any other

- middlemen.
'

The "Joint Summary" also provided: "It was agreed

.that if a producer from outside the group is quoting under the

minimum price, the lead bidder will not match that quotation

:and the Executive Committee will meet as soon as possible to

review the situation and decide a course of action." Clearly,

a cartel arrangement was visualized.
' • ,

The meetings whiCh were held in Paris on March-1.3 and

, 1972 (to which GMCL was not invited) resulted in a substan-

tial erosion of Canada's position vis-a-vis France, South Africa

and Australia, and a declaration by other foreign producers that

••
•: they would. apply severe .economic sanctions on the Canadian • sales

effort if Rabbit Lake production potentially available on the

-open market was not curtailed by a significant amount. GMCL was .

- therefore, under increasing pressure from both. the Government of

Canada and Canadian producers to participate in the discussions

and "agree" to limit the amount of uranium which could be offered

from the Rabbit Lake project over and above that allotted to RUE.

. At about noon on. March 20, 1972: Mr. Ediger received a

call from Gordon MacNabb, the Assistant Deputy Minister, EMR,

M respect to a meeting of Canaaien uranium producers scheduled
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for 1630 hours that day • in Toronto.. On advice of counsel, Mr.

. 'Ediger informed MacNabb that GMCL's participation was only possi-

ble if specifically instructed by the Government of Canada,. that

he was meeting with GMCL's Canadian counsel, Mr. Estey, to dis-

• Cuss the matter further, and that UCL was as much .a Canadian

,:producer as GMCL and because a joint venture was involved, UCL

•. should be apprised of developments, Mr. MacNabb agreed to do

' •
, . • — 

•
"

. Following Mr. MacNabb's March 20 telecon, Mt. Jack

Austin, the Deputy Minister, EMR, then called in the presence

of 14, Estey arid Mr. Ediger stating:

.(a) that he wanted GMCL to attend an informal dinner

: party meeting of Canadian producers to be held

that night at a private home (owned by Rio Algom),

.so as to bring GMCL up to date on discussions and

'operations;

(b) he wanted Mr. Estey and Mr. Ediger to know that

the meeting was not for the purpose of seeking out

.new commiments or incurring obligations, but

-simply to restate the Canadian Government position

as a uranium producer and world marketer; and
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(C). that they were very much aware of the sensitivity

of .the participants to the Combines Investigation

,Act and their Department was making a submission

to Cabinet reporting on the various discussions. . .

'and asking that the Department of Justice be

• 'directed to give information as to the applica-

bility of the Act to the discussion.

:When Mr. Ediger informed Mr. Austin of GMCL 's contin-

uing willingness to cooperate with the Government in the formula-

":

•tkon and implementation of a national uranium policy but a reluc-.,

'.tance. tO participate in actions of possibly a sensitive legal

*nature, he responded to 1r Estey and Mr. Ediger by pointing

out that the Government in any case had control of uranium through

export permits and other means. •
• -• • •, •.•. ,

On March 23, 1972; pursuant to the telex exchange. • . . • • . •

appearing in items (D) and (c) of Attachment 03, Messrs. Ediger,

Estey and R. K. Allen met with the Hon. Donald S. MacDonald,

• Minister of EMI:. The Minister pointed out that he believed a

world producers' arrangement to be in the Canadian national in-

terest and urgently hoped GMCL would participate. He informed

the three GMCL representatives that the discussions in Paris

had been followed closely by the Cabinet and the results Co date
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. met with the Cabinet's approval. He strongly implied that if

. , •: •
.the Canadian producers could not unanimously arrive at 'a posi-

tion regarded as acceptable by the Government, the Government

..was prepared to. enforce agreement by creating a uranium market-

ing board or in some other formal compulsory fashion.

On April 4, 1972, the Deputy Minister, as evidenced
. • . •

• by item (a) of Attachment #3, asked GMCL to attend a meeting

n.the Department's Board Room in Ottawa on April 10, 1972, to

discuss uranium marketing, noted that UCL had also been asked

' to attend and suggested that GMCL bring its legal counsel along.
. .•

Accompanied by legal counsel, Messrs. Allen and Estey,

Mr.'Ediger attended the April 10 Ottawa meeting, which is reported, .

Mr. Allen's File Note (Attachment #4). Mr. Allen's File Note

• .makes several points clear, including:.

:(0.) The Deputy Minister was explicit in pointing out

that all world. producers, other than Canadian,

were in agreement as.to allocations; and, unlesS

Canadian producers agreed on a unified position,

• further Paris meetings would serve no useful pur-

pose -- this is in the context of the distinct

• .Concern of the Government of Canada as to uranium
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prices, which distinct concern had led to the

positive Government interest and action in fur-

thering discussions in Paris:

,.(b). It was noted that some non-Canadian producers

• thought the arrangement .should be extended to

the year 1980, rather than 1977.

. tF)

•

When GMCL advised the Deputy Minister its partici-

pation would be dependent upon determination of
:

•,its Counsel that GMCL would not be in violation

of antitrust Or trade restraint laws, including

'those of the U. S., Mr. Austin countered, •as he

had in the past, that GMCL and UCL were Canadian

corporations operating in Canada with respect to

uranium ore reserves located in Canada and Were,

.accordingly, subject to the laws of Canada.

Mr Austin again stressed the Cabinet's desire

that the producers implement what the Government

to- wanted without the necessity of direct Government

impienientation, observing quite pointedly, however,

that if direct Government implementation became

necessary, it would be forthcoming, although he

26-608 0 - 78 - 15
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would not speak for the Cabinet nor state pre-'• - .

• Cisely the course of iction that Would be followed.
, • . • . . . .

Mr Austin stated GMCL ard UCL would be directed
• • ••• • •

to participate in the arrangement if the other
•

7..Canadian producer's acquiesced in being so directed.

•• s •.Neither GLCL nor UCL were given an opportunity to

agree or object to. the Canadian Government's
•

effec-

tive direction to participatein the arrangement. .

*Mr. Austin polled the Canadian producers, with the. .

of GMCL and UCL, as to what should be

....the Canadians response concerning the proposed
. ,• .•

,
' • " 'meeting in Paris in late.April7 • •

Items (a) and (c) Of AttachMent 45 constitute direct,

authoritative, explicit Government direction to GMCL to partici-

pate in the international uranium producers' arrangement. Item

(a) from the Deputy Minister states that the Canadian Govern-

ment endorses the principle of such an arrangement as in the

:national interest and will look to GMCL as a Canadian prOducer

to take every reasonable step to ensure compliance." Item (c)

from the Minister }MR refers to authorization from the Cabinet,
•

. . . . _.• _
which is the Government of Canada, to advise GMCL, inter alia:

.(a) that the Canadian Governmen't's concern with un-

stable world uranium marketing conditions had
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• caused the Cabiriet to follow carefully discussions

.among world producers;

. • - _.• .

that in order for the world producers' arrange-

.. • • • . • . . • .

)ment to be workabfe,' all Canadian producers should

-
participate;

that all existing Canadian producers had proposed

• to so participatei and

.that the Canadian Government regarded an arrange-

ment as being.in the "national interest", and

'.request GMCL "to make every -effort to adhere to

.the common terms."

The national uranium producers'met in Paris on April

_•

. 20-21, 1972,. with Mr. Ediger and *GMCL's Canadian counsel, -Mr.

''" -• -
.:EStey, representing dmcL. Mr. Runnalis, Special Advisor

•

o Uranium, 'Department of EMR,' 'stated in his report (classified
•• . •

'secret") of May. 1,'1972, to the Deputy Minister, "The purpose

of the meeting was to discuss a possible arrangement for stabi-

. Aizing the price of uranium, and an allocation of available

-markets for some years into the future." Mr. RUnnallS' report

noted Mr. Austin's statement that the Canadian Government was

• interested in supporting an arrangement which would set floor

prices and market allocations and that ."In fact, the Minister

. . •
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• . • • •

. of Energy, Mines and Resources had communicated to each of.

•the (Canadian). entities involved the 'Government's view that

'it considered an arrangement to be in the national interest."

Mr. Austin also added that at the mid-March Paris meet-

ing, the Canadian delegation did not have all of the pertinent

:information on the role that might be played by GMCL-UCL.

In the course of what appeared to have been rather

intense negotiations, Mr. Taranger of Uranex was reported as
. • • . •

expressing the view that "they had reached the point where

-there was a last chance to obtain an agreement...if there was

Unanimity, an agreement would be possible, but if one or more
•

f the groups answered in the negative; then no further. meetings
•••..•

should be held."
• ., .

;. At a Canadian caucus the morning of April 21, Deputy

:Minister Austin: ;

'fpresaw a classic inversion in the supply/demand
• curve for uranium at about the end of the 1970's.
The demand pressures then would be very hih, and
there would be just as much need to regulate the

.situation then, as now, when there was such an over-
abundance Of surmlv. He felt that an agreement for
the period 1972-77 would hinge on what was seen to
be possible during the period 1978-80...It certainly

• seemed clear that some guidelines were needed beyond
• 1977 to complement what had been done so far...The
present supoly/deme.nd situation would invert in the

'early 1990's, it seemed clear, and at that time-there
would be nosedillst as scriour; mn:Igement ;problem
as existed todzw. If there was no attempt made to
control the situation then, there would likely later
still be another inversion of the type already ex-
perienced by many uranium producers around the world.

oft

A
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As a consequence of this loncer term, the Canadian 

..-:cfroup was prcoared to  exchange ideas as to the possi-
.

situation beyond 1977." (Emphasis added.)

. • .. • . .
,•••••• . • •

• .1.1r. Taranger was reported as summarizing:

•"the French position, recalling that when the first '

meetings had been held in early February, their studies

up to that time had led to the conclusion that there

should be four (4) entities. involved in a marketing

arrangement, namely, Nufcor', Uranex, Canada (excluding

:, -•:..Rio-Algom), and RTZ.(including Rio Algom and Rossing).

They did have in mind a fifth entity at that time,

•- 'namely, Australia, once the new facilities there had

.come into operation. • The French thinking had been

that the four producing entities mentioned above

Hshould have about the same allocations. It would now

- appear that the fifth entity, Australia, should be

_given about the same weight. In other words, there

should be five groups with each receiving about one-

fifth of the estimated uncommitted market of 45,000

• tons of U308 during the period 1978-80." •
. ..• .

.:Under these circumstances and pressures, GMCL and UCL

'"agreed" to. withhold approximately 1,000 tons of Rabbit Lake
 '

• production from the market,' subject to the caveat. that a det
erMi-

_nation would be made that there was no violation of applicable

trade restraint laws. As notedHabove, all prior discussions

among world producers revolved around the period 1972 through.

• 1977; but .a number of producers, and particularly the 
Australians,

• openly favored an allocation arrangement through 1980.

Up until these meetings, GMCL maintained the position

that because the United Stateo eMbargo on importation of foreign

uranium might be lifted to some degree in 1978, Gt•ICT, did not
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agree with the concept of any arrangement beyond 1977. The

"other producers countered this argument with the assertion

that any international uranium producers' arrangement would.
••

leave the Canadian and United States markets open to free and
• • •

*unrestrained competition whenever such markets became available.
.• ••• •• • • • . •

- -
The Canadian Government consistently maintained the

• - • • •
firm position that GMCL as a Canadian company had to comply

.with those matters deemed to be in the Canadian national interest.•• .

• Every expression on GMCL's part regarding the intention and need
. • .

for assuring compliance with any applicable U. S. trade restraint
. .

...laws as a prerequisite of GMCL participation, even if that Were
.

td prevent GMCL from acting in accordance with the stated Canadian
. .
. national interest, acted as a very strong irritant and was re-

garded by many of the Canadians as an affrontto, or a viola-
- •

-tion of, Canadian sovereignty.
9

It was agreed that the next meetings would be held in

• .Jo'ilannesburg on May 29 and 30, 1972. Mr. Ediger and Mr. H.

Hoffman represented GMCL at the meeting of international uran-

• ium producers in Johannesburg, May 29-30, 1972. i\gain, Nr

• Runnalls' report of June 20, '1972 (classified "secret") to the

Deputy Minister, EMR, Mr. J. Austin, stated that the purpose
: . .

of the meeting "was to discuss a possiblc arrangement for
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. • . •• •• • •.• • .• • •
,stabilizing the price of uranium and an allocation o

•...

- able Markets for some years into the future-""
, .•

•
Mr. J. W. Shilling of Nufcor, as leader of the host

delegation, was requested to act as chairman: He reminded the

.:.group that the proposed allocations during the period 1972-77. .
.•••. • • •

..were as follows:

•. • •-

•.
:Producers Allocation

,

Tons u 0-3-8

Canada ..33.5 .8,710
..Flufeor 23.75 6,180

•::...liranex .. • 21.75 5,650
y lossing & Palabora 2.0 • ..520
' MIcU 

.
- 2.0 . 520

.L.,• •

.Australia 17.0 4,420

.•-: ,
.:TOTAL 100.60. 26,000

- • •
Mr. Proud, speaking for the Australian delegation,

• - • - • . • .-
made it clearthat Australian producers were planning to begin

• • , • • • • • • • . . .

..production by 1977 with full production envisaged for 1978, as
....• • • ,•. •..•••

a consequence of which it was imperative to talk about and deal

• with the total demandfor the period 1972-80i and that he pre-

ferred to do so on the ratio of production capacity to the avail-
.'

• able market. There ensued some vcry difficult negotiations

• occasioned by the trading leverage of the Australians and their

insistence on a substantial market allocation for the period

1978-80.
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t was also nOted that the "future situation could
•

change, of course, because of any discoveries and the .entry

, -
of new producers into the market, so one should avoid making

too firm a commitment for too long a Period."

At the general session on the evening of May 30,
:.•••

Proud announced that Australia would agree to the proposal

of a quota of 11,000 tons during the period 1978-80, plus 1000

.-..tons to be Sold by Australia to Uranex in 1980.. This decision

was Stated to be an executive one, subject to later approval by

the Board of Directbrs of the various groups and the Australian

...Government."

.The final proposal accepted by the Australians re-

sulted in Canada's previous quota of 3:0,575 tons being further

reduced to 10,450 tons, representing 23.22% of the total, and

"Mx. Austin remarked that the Canadians would have to sort out
.. • • • . • . • • . ... • • • •

—how the 10,450 tons was to be subdivided."

..It was also agreed that the subgroup would meet on

June 1 in 'Johannesburg. .

A meeting of the Canadian uranium producers was held

, in Johannesburg on May 28, which meeting was attended by Mr.

Ediger and Messrs. R. K. Allen, H. Hoffman and D. Hunter on

behalf of GMCL. Mr. Runnalls "Confidential" written report of

this meeting dated June 15, 1972, to the Deputy Minister noted:
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•

•

. .
• • • . •

."All of the parties with the exception of Canada

'would insist on an agreement to ,the end of 1980.. .Mr.

. Austin thought that there was not only a commercial
• problem but a legal one. It had been necessary to
• measure the risks of falling within the confines of

.• the Combines Investigation Act. It-had seemed to be

a reasonable business risk to accept an arrangement

up to 1977. Beyond that, however, the risk of infrac-

tion of the Act was substantial. Hence, the Govern-

',ment of Canada, having listened to the advice of three

separate departments on the issue, had decided.that

1977 should be the limit of any arrangement.. .The

.Government was sympathetic to a longer term that 

would apply not only during the demand scarcity 

but.later on when there was a shortage of supply.

. Mr. Kostuik (Denison Mines) reiterated at this point

' that Denison would be willing to extend the period

to 1980. Mr. Austin stated that Since Denison wished

:.to extend the term, as did Rio Algom, then it would

be necessary in his view for them to request the

.,Government to promulgate a regulation to that effect

under the Atomic Energy Control Act.. .Mr. Austin

t continued that a regulation of the type envisaged

which. would apply to all Canadian producers could be

...proclaimed under Section 9 (d) of the Atomic Energy

•Control Act...Mr. Albino (Rio Algom), thought that such

regulation would improve the positions of all.Canadian

•producers because it would reduce everyone's risk. Mr.

• Allen said that the risk had been accepted by Gulf up

tc; the end of 1977 because of a Directive from the

. Minister, but what would be the position after 1977?

*Mr. Austin replied that an executive directive was

- rlot binding in a court of law, but a regulation

would be.. .Mr. Austin replied that the action could be
initiated with requests from the existing Canadian
producers. Ncither Gulf nor UCL would be asked to
agree. Nevertheless, he wondered what their position
might be. Mr. Allen replied that from Gulf's stand-

point, compliance with the laws of the host Govern-
ment would be an overriding consideration."
(Emphasis added.)
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At a meeting of Canadian uranium producers in Ottawa

on June 9, 1972, •at which Mr. Edigcr represented GMCL, Mr.

Runnalls' confidential memorandum to the Deputy Minister states,
••• -

among other things:
• • •• " • . .• .

.."-..that one of the major tasks before the Canadian
'group was to decide how the 27% quota for Canada was
to be distributed...Mr. MacNabb noted that the next
meeting of the Operating Committee would be held in
Nice July 6 and 7..Mr. Gilchrist (Eldorado) suggested
that Dr. Runnalls take on the responsibility (of run-
ning a Canadian secretariat to supplement the inter-
national secretariat) for the next few months until

:the-Regulation'or Direction was passed. Mr. Austin
'then agreed that the responsibility would be retained

in:OttaWa and the CEA (French Government Agency)
'should be informed to that effect. Mr. Austin felt
..that there would have to be government-to-government
consultations between Canada aiid' Australia to make •

'sure that the Australians were working with unanimity—.
Mr': Austin then returned to the question or subdivision. _

.of the Canadian quota and a§ked about the Gulf-UCL
• position...when it became apparent...that the problem

- was not going to be resolved immediately, Mr. Austin
suggested that the producers should settle the ques-
tion among themselves and inform him of the result
the following week."

• . - . . •
Nature and Operation of the Cartel 

A determination of the intended natuie and operation

of the uranium producers cartel, as distinguished from how

the cartel came into being and the manner in which the danadian

Government effectively required GI.:CL's involvement, can best be

made by examining the record of the Uranium Operating Convittee.
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%This consists of official, but unsigned, Minutes or Not
es of

• .

three meetings:

f. •

(1) Paris - Attachment 42 (noted above), which

•
is a "Joint Summary of Understandings As Regards To

. • •

.The Main Points Discussed at the Meetings of February

-21-24, 1972 Paris, France" (GMCL did not attend);

(2) Johannesburg - May 31 and June 1-2,. 1972. .

•.:...(GMCL did' not attend); and
• •• -•

(3) Cannes -.July 6 and 7, 1972. (GMCL did not

-

.:attend).
•

A. Paris Meeting 

This document (Attachment 42). sets forth the basic

'

anatomy of the intended cartel arrangement. This basic anatomy

has remained essentially unaltered in its main substantive parts
.

. •,

B. Johannesburg Meeting 

The Assistant Deputy Minister, G. M. MacNabb, wrote

.• Mr. Ediger on June 5, 1972,. as follows:

."Enclosed herewith is a copy of the agreed record

of discussions held in Johannesburg on May 31 and

June 1 and 2. I am today providing a copy of this

confidential document to each of the Canadian partici-

pants at the Johannesburg meeting.

• "I will be contacting you by telephone to establish a

.date for,a.meetirg.in Ottawa to discuss the attached

• document, the action now required by the Government
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Of Canada, and the question of Canadian participa-
tion at the next meeting of the Operating Committee
which is tentatively scheduled for Nice in early

- July." (Note: Actually held in Cannes, France on
-July 6 and 7). ••

,
. - .• •

:.The :"Confidential" document forwarded by Mr. MacNabb

included the following salient points:

• (a) On a temporary basis, the Secretariat should
:be located in Paris; and the "permanent loca-
--.-tion" was to be in a "neutral country."

•
.) The Secretariat would be directed by an operating

committee consisting of one representative and an
• . alternate from five groups: Canada, Nufcor (Re-

public of South Africa), Uranex (France), Aus-
tralia and RTZ.

.Expenses of the Secretariat were to be borne by
• the five groups "in relation to their average

market quotas over the period 1972-80 inclusive";
,',':'and the Secretariat was to be called the "Uranium

-Market Research Organization."

The recorded market quotas were:

:* Group 1972-77 
•

Canada 33.50%
• Nufcor 23.75%

Uranex 21,75%
Australia 17.00%
RTZ 4.00%

1978-80 

23.22%
19.26%
19. 26%
24.44%
13. 82%

(e) The United States "domestic market" and the
"domestic markets" of France, South Africa,
Australia and Canada were excluded from the
cartel. The term "domestic market' means,
•with respect of the pertinent country, uranium
sold for usu in that country.
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(76 - Certain sales from January 1, 1972, were included in
the quotas and some were excluded. Rabbit Lake sales
to RWE of 3,300 tons during 1972-77 and 1,000 tons

per annum during 1978-80 inclusive were excluded.

.(g) The following tabulation shows the minimum prices

- .for future bids and re-bids for U308 and UF8

1972-78 inclusive for (i) Japan, Taiwan and Korea
and (ii) "Others".

"For future bids and re-bids the following mini-

mum prices were agreed to for U308, c.i.f. con-

version facilities:

•• Years
' -

Japan, Taiwan & Korea

U.S. $/lb. U308 U.S.

Others
5/lb. U308 c.i.f.

1972 5,60 5,40

1973 5,95 • 5,75

.1974 6,30 • 6,10

-1975 6,65 .6,45

1976 7,00 • 6,80

1977 7,35 7,15..
• 1978 7,70 • 7,50 •

"In the case of quotations expressed in terms of
uF, these prices will become in U.S. $ per pound 

' of U contained in UFr, delivered franco U.S.A.E.C.  :

Years Japan, Taiwan & Korea Others 

1972 7,90 7,65

1973 8,35 8,10
1974 8,80 8,55
1975

•

9,30 • 9,05
1976 9,75 9,50
1977 10,20 9,95
.1978 - 10,70 10,45
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"These prices include weighing, sampling, con-
'version losses but exclude interest charges.

was agreed that the preceding. c.i.f. prices
;would apply to any converter. If f.o.b. prices
. are requested then reductions of up to 10V1b.
U
3 
0
8 

through 1975 and l5/lb. l976-78, can be made.• • 
••

(h) .It was agreed that there would be two basic re-
::..straints on post 1980 business, although the

agreed cartel period at this time was 1972-1978:

, (1) Each participant would be obligated to re-
port post 1980 business to tlie Secretariat

• (directed by the Operating Committee);

.(2). Quotations "after 1978" were to be made on
the basis of escalation from a base price
not less than the appropriate minimum price

.,.or . a negotiated world price with or without
a- floor.

;The agreed record alo provided that "there should
:he no escalation with a ceiling on the rate of
escalation" nor any "effective ceiling price
quoted lower than the world market price." Neither
the actual method of applying these restraints nor
penalizing violation of the rules is clear.

(i) ,The Unrealistic restraint against imposition of
majeure in the case of nuclear plant break-

down or permit withdrawal or lack of operating
licenses, as stated earlier in Item No. 1 above,
was continued. Neither the logical relationship
of this to the stated objects of the cartel nor
the method of realistic enforcement is. clear. It
•is virtually certain, however, that an effective

- concerted effort to deny nuclear plant customers
the relief normally afforded when performance is
made impossible for reasons beyond the control
of the customer will generate hostility and in-

- -- Vite. retaliat-ion.

as

4
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The agreed record also deals with the intended

mechanisms for allocation of sales; quarterly

.reports on markets, contracts; deliveries, and

:positions vis-a-vis quotas; giving to the Secre-

•tariat copies of all contracts and invoices of

-actual deliveries; disclosure of contract, price

-•and quantity information; and procedures for

quotations (including bidding restraints and

••rules, and selection of "leader" and "runner-..
.up

.10 .' As agreed, the Secretary "will attempt to re-

solve with the contracting supplier any apparent

discrepancies or deviations from the rules" but

failure to do so results only in a referral to

" the Operating Committee which "may review the

. situation at its next meeting." •

(1) The agreed record does not really deal effectively

• with a critical point of workability of the cartel;

..namely, what to do with uncooperative competitive

suppliers, a point discussed in more depth later

in this opinion. The Minutes simply state the

.agreement "that if a supplier not associated with

'the organization should, quote under the minimum

price, the leader will not match that quotation

•and the Operating Committee will review the situa-

tion and decide on a course of action as soon as

possible."

(m) It is stated that with respect to. fuel, reactor

manufacturers, or "any other middlemen," all quo-

tations should he made on the basis of the minimum

prices applicable to Japan plus $.15/1b. for U308

or $.20/1b. in UF6--with no quotations being made

unless the end use of the material is known.

• C. Cannes Meeting 

• AttaChmnt -C)  (Confidential letter dated 12th July

1972, from Alan P. Lowell of Rio Pagom (RTZ) to O.J.C. Runnals,
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: Senior Advisor; Uranium and Nuclear Energy, Department of EMR,

.-: 'Ottawa, transmitting confidential notes of the Operating Com-

mittee meeting of July 6 and 7, 1972 in Cannes) is. included
- .

in this opinion in its entirety, because it shows the detailed

nature and problems encountered in attempting to practically

. _implement the cartel pinciples ard rules previously summarized.

Attachment #6 further serves to illustrate the certainty of

future difficulties, inherent in implementing the agreed cartel.
• • • • • • . •
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VI—U. S. Antitrust & L
aws 

This.Section of the opinion
 will discuss the cas

es

•and.authorities dealing 
with the question wheth

er compulsion by

•

a foreign sovereign provi
des a complete defense 

to a charge of
•

• •

violation .of the U. S. a
ntitrust laws. In .addition, it will

also cover those cases w
hich hold "state action"

 to be exempt
•

from antitrust sanctions.

-.The subject of impact on
 U. S. foreign commerce

 is also

a very important conside
raEion in this matter an

d the law on this

. " •.

point is discussed separat
ely in the following sect

ion.

. Governmental Compu
lsion 

•

The Report of the Atto
rney General's'National 

Committee

study the Antitrust La
ws (March 31; 1955) said:

'"SiMilarly, we believe t
hat should, for example,

the laws of another coun
try require uniform non-

competitive prices by com
panies doing business

there, then compliance wi
th that law should con-

stitute a defense in this 
country to an antitrust

charge of price-fixing so
lely in that country.'

'The case of Interamerican
 Refining Corp. v. Texaco

MaraCaibo, Inc., 307 F. Supp. 1291 (D. Del. 1970
) is a recent

case which clearly suppor
ts the above statement. This case

involved a private trebl
e damage action by a U. S. Ea

st Coast

26-608 0 - 78 - 16
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• independent refiner against several oil companies. The
•

plaintiff charged a concerted boycott designed to deny

.plaintiff the Venezuelan crude oil required for its operations.
• • .
The principal. shareholders of plaintiff had a history of

political activity -in Venezuela adverse to the government

• then in power. ..After several deliveries of Venezuelan crude

- oil were made by the defendants to plaintiff, the Coordinating

• Commission (an arm of the Ministry of Mines and Hydrocarbons)

. instructed the defendants that no further Venezuelan crude

oil was to teach plaintiff; thereupon defendants ceased
..•

deliveries to plaintiff.

The defendants moved for siimmLy judgement on ground. •

that the compulsion of the Venezuelan government was a complete

defense to an action under the antitrust laws based on the

boycott of plaintiff.
•

. •

In granting summary judgement - the court noted the lack

of dispositive authorities.in this area and pointed to the fact

that defendants were relying only some dicta in a few cases and

. the language of several consent decrees. (Including mainly the

Gulf decree in the cartel case.), In spite of this the cOurt

• • went on to soy:

"Without more, those would be scant authority.
• • It requires no precedent, however, to acknowledge

that sovereignty includes the right to regulate
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commerce within the nation. When a nation

'compels a trade practice, firms th
ere have no

choice but to obey. Acts of business become

effectively acts of the sovereign. The Sherman

Act does not confer jurisdiction on 
United States

courts over acts of foreign soverei
gns. By its

' terms, it forbids only anticompe
titive practices of

1. persons and corporations.

In his book, Antitrust and American
 Business Abroad 

• ..::.Professor (now President) Kingman 
Brewster states

a proposition which should be sel
f-evident. Anticompetitiv..:

practices compelled by• foreign nations are not restraints
. -

• Of commerce, as commerce is under
stood in the.

....Sherman Act, because refusal to comply
 would put an

:end to commerce. Brewster 94. American business

.abroad does not carry with it the free
dom and protection

••of competition it enjoys here, and 
our courts cannot

•impose them. Commerce may exist at the will of the

government, and to impose liability for o
bedience to

that will would eliminate for many comp
anies the ability

to transact business in foreign lands. 
Were compulsion

not a defense, American firms abroad fa
ced with a gov-

ernment order -would have to choose one 
country or the

•'.0ther in which to do business. The Sherman Act does

?not. go 'so far." .

The court also rejected Plaintiff's a
rgument that

. •

_even if compulsion is 'a good defense 
the acts of compulsion

•.• . . ••'• • . • ••• • • • •

•• , • • 
. • • '•• " . • • • • •

. • • • •
must be valid under Venezuelan laws. In this connection, the

plaintiff presented an affidavit of a VeneZu
elan attorney that

. the order of the Ministry of Mines and Hy
drocarbons was unlawful

• because it was not published in writing
 in the Official Gazette.

• The court in rejecting this argument 
said:

"This Court may not undertake such an
 inquiry.

In Banco Nacional de Cuba v. Sabbatino,
 376 U.S.

393, 04 S.Ct. 923, 11 L.,2.26 004 (1964), the
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Supreme Court held that it could not explore the
:validity under Cuban laws of acts of expropriation
by the Castro government. The act of state doctrine,

;.based upon proper concepts of sovereignty and separa-
• tion of powers, commands that conduct of foreign policy
reside exclusively in the executive. For our courts

:.:to look behind the acts of a foreign government
-would impinge upon and perhaps impede the executive

.• in that function. Whether or not Venezuelan officials
acted within their authority and by legitimate

, procedures is therefore not relevant to the instant •

.-"Plaintiff's attempt to limit Sabbatino to expropria-
• tion decrees finds no support either in the holding
or the rationale of that case. The principal decision

'relied on in Sabbatino dealt with a tort claim for
refusal to grant .a. passport, unjustified confinement,
assault, and abuse. Underhill v. Hernandez, 168 U.S.

• 250, 18 S.Ct. 83, 42 L.Ed. 456 (1897). Other cases
have applied it to lesser government acts. Vanity
Fair Mills, Inc. v. T. Eaton Co., 234 F.2d 633,
646-647 (2d Cir. .1956) cert. denied 352 U.S. 871,

•:,77 S.Ct. 96, 1 L.Ed.2d 76 (1956) (trademark). The
• reasons of policy which support the doctrine would •
--hardly be served by limiting it to acts of expropria-

tion. "

In this latter connection, see also Occidental 

. Petroleum aorp. v. Buttes Gas & Oil Co., 1971 Trade Cases P. 73525

•(C.D.Calif. 1970).

The dicta on which defendants relied in the Texaco

-case was. contained in the case of Continental Ore Co. v. Union

:Carbide & Carbon Corp., 370 U.S. 690 (1962). In this case

defendants' subsidiary Electra Met of Canada had been appointed. .

by the Canadian government to be. its exclusive wartime agent

AW'
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. for the purchase of vanadium. Electro acting in concert with

:an affiliated U. S. company used it
s position to exclude a

competitor of the U. S. affiliate from
 the Canadian market.

The U. S. Supreme Court held that 
the governmental compulsion

[,doctrine did not apply:

"In the present case petitioners do 
not question

• the validity of any action taken by
 the Canadian

Government or by its Metals Controller
. Nor is there

left in the case any question of the
 liability of the

Canadian Government's agent, for Elect
ro Met of

-Canada was not served. What the petitioners here

:contend is that the respondents are
 liable for actions

. • which they themselveS jointly took,
 as part of their

unlawful conspiracty, to influence o
r to direct the

• 
. elimination of Continental from the

 Canadian market.

As in Sisal, the conspiracy was laid
 in the United

•• States, was effectuated both here 
and abroad, and

respondents are not insulated by the
 fact that their

conspiracy involved some acts by the a
gent of a

• foreign government.

"From the evidence which petitioners 
offered, it .

'appears that Continental complained t
o the Canadian

Metals Controller that Continental had l
ost its

Canadian business .• The Controller referred Continental

• to one of the respondents. But there is no indication 

(Dicta on that the Controller or any other officia
l within the 

which Texaco structure of the Canadian Government a
pproved or

relied is would have approved of -joint efforts to mononolize 

underscored.) the production and sale of vanadium or d
irected that 

.prchases from Continental be stopped. 
The exclusion,

Continental claims, resulted from the ac
tion of

• Electro Met of Canada, taken within the ar
ea of its

•discretionary powers granted by the Metal
s Controller

and in concert with or under the directi
on of the

• respondents. The offer of proof at least presented

an issue for the jl,ry's .resolution as to whether

the loss of Continental's Canadian bus
iness was

occasioned by respondents' activities.
 Respondents

are afforded no defense from the fact 
that Electro
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Met of Canada, in carrying out the bare act of
purchasing, vanadium from respondents rather than
.Continental, was acting in a manner pemitted by
Canadian law. There is nothing to indicate that
such law in any way compelled discriminatory purch-
•asing, and it is well settled that acts which are in

• themselves legal lose that character when they
become constituent elements of an unlawful scheme."

The fact that a foreign government participates in a. •

..-Section 1 violation, and cannot itself be charged, does not

mean that other participants cannot be held subject to the

•'Sherman Act. U. S. v. Watchmakers of Switzerland Information

- 'Center, 1963 Trade Cases P. 70600 (SDNY 1962) clearly demonstrates

, this.. In this case the court held that even though officials

of the Swiss Government consented to and assited in carrying out

.collective practices permitted by Swiss law the agreement was
• ...• • •••••

•hot immune from the Sherman Act.
•. • •. •

•
- However, as pointed out in the Texaco case, the

court in the Watchmakers case clearly stated:'
. "'• ••.

of course., the defendants activities had
.' been requiredby Swiss law this court could indeed
,do nothing.".
•

short, this matter boils down to the question of

whose acts are the subject of inquiry. Wilbur Fugate states

the issue as follows:

'The real question is whose acts are the subject
of inquiry. If the acts are those of a foreign
governmc,nt within its own jurisdiction, then the
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antitrust' exception applies. The situation is

the same.if the foreign government through its

...;• laws, regulations,. or orders,- requires private

•Iparties to perform the anticompetitive acts. If,

on the other hand, the acts complianed of are in

• :reality those of private parties who seek to hide

'behind the cloak of foreign .law, the courts will

'attach antitrust liability

* , . . . •
.:-see. Fugate, Antitrust Jurisdiction and

-Foreign Sovereignty, 49 Va.L.Rev. 925 (1962).

It is clear on the basis of the above that Canadian

. government sponsorship is the key factor in Gulf's participation

in this uranium organization. The record must be absolutely

' clear that Gulf's participation in this organization is compelled

by the Canadian government. There must be no side-bar private

- actions engaged in by Gulf and all discussions must be under the
•

. direction of the Canadian government... To the extent that we

. deviate from this course, the risk increases that the governmental

• _compulsion exception will be found inapplicable. This is

demonstrated in the following quotation from 1 Von Kalinowski,

• Antitrust Laws and Trade Regulation:

•• "The courts of the United States will refuse to
• *assume jurisdiction over a case involving an
anticompetitive restraint of foreign commerce
if the restraint was an 'act of state'. To be
deem:d an net of state, however, the anticompetitive
restraint must either have been the act of, or
specifically compelled by, the foreign sovereign.

•Morcover, the act of state must be the only act
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constituting the asailed restraint if the exception
is to .be applicable and the courts are to refuse to
assume jurisdiction. If the anticompetitive

-'restraint results from other factors, in addition
..to the act of the foreign sovereign, the courts

•will assume jurisdiction on the basis of such other '
.:factors." .

Alk•
The court in the Texaco case referred to the 1960

. consent. decree entered against Gulf in the Petroleum Cartel case.•

The pertinent language of this decree is as follows:

.."The injunctions provided for (in this decree)•••

shall not apply in the following cases.:.

. (1) Where the combination of the kind referred to •

.in subsection (A) of this Section is participated

in by Gulf pursuant to requirement of law of the

, , • -.foreign nation or nations within which the trans-

- - actions which are the subject of such combination

•.,,.take place, or of any .supra-national authority. . .

having 

. . •• ••" .
jurisdiction over such transactions within

:such foreign nation or nations;

• .
(2) Where the combination of the kind referred to in

:.: said subsection is participated in by Gulf

pursuant to request or official pronouncement of

policy of the foreign nation or nations within

• which the transactions which are the subject of



;•2*

245

-55-

such coMbination take place, or of any supra-

national authority having jurisdiction over such

transactions within such nation or nations, and

*Where failure to comply with which request or
• . • • . • .• . • • •

.policy would expose Gulf to the. risk of the present

or future loss of the. particular business in such

• foreign nation Or nations which is the subject of
•

.such request or policy."

.George W. Haight in an article titled Some Aspects of

United States Antitrust Laws and Foreign Commerce (1 Landau,

Doing Business Abroad, 1962) makes the point that even if certain

conduct has a direct and substantial effect on U S commerce,

-there may be extenuating circumstances that would lead a court.

, to abstain from applying rules applicable to domestic per se

:violations M.r. Haight states:

..The acts complained of may have been officially
.:.,-ordered or requested where they were performed,
.or they may have been in conformity with official
policy. They may have been 'thrust upon' the
•American companies involved by economic circum-
stances, or such companies may have been 'invited'
to participate in. a restrictive arrangement under
threat of expulsion from the market if they did
not. In such a situation, the court might consider
that the elimination of foreign commerce was avoided

,rather than that exports or imports were restrained."
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ITinally, a recent memorandum of the U. S. Department
•••

of Justice concerning antitrust and foreign commerce is of
•

. :interest. This memorandum was presented on January 25, .1972

the U. S. Senate Subcommittee on Foreign Commerce and

'Tourism. The memorandum is entitled' "Memorandum of the

Department of Justice. Concerning Antitrust and Foreign Commerce"

• and it analyzes the antitrust issues underlying twelve hypothetical

cases. CCH Trade Regulation Reporter, Vol. V. Para. 5129.

Case No. 312. which is of particular interest in our situation

',.:Ireads.as follows:

."A foreign government may, because of its economic
•or national interest in "rationalizing" competition
in certain industries, promote certain private •
cooperative agreements or understandings by companies
*within that industry. It may, therefore, expect

U. S. company seeking to -do business in its
-:territory to agree to abide by the governmentally
:desired—but not officially imposed--system of
...private arrangements as a condition of securing
.and keeping) the necessary permits and approvals.

"Such officially encouraged arrangements may involve,for example, the agreed pricing .of products at a
level which will not take markets away from competingproducts important to the local economy, or the
entering into by competitors of cooperative agree-
ments for joint utilization of existing production
facilities rather than the construction of new oneswhich might create overcapacity.

"Official encouragement Of arrangements of thi.s sortis especially likely where necessary raw materialsor labor or transportation facilities are in shortsupply, foreign exchange may be limited or the
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government may wish to prevent a single company

from becoming too important to the national

economy.
:

• isIn general, restrictions such as these applying

:to commerce in the host country and imposed by

the host government will create no antitrust hazards

for the American company. In particular, price

or capacity restrictions in the foreign market •

. imposed at the insistence of the foreign government

and not involving exports to the United States should

.not violate U. S. antitrust laws."

B. State Action 

The cases on state or local government action

:exemption from the antitrust laws, while not precisely on

: point with our fact situation are, nevertheless, worthy of

:review. • .

The leading case on the antitrust immunity afforded

to state action is Parker v Brown, 317 U. S. 341 (1943). In

...this case the Supreme Court held a 1940 California raising
• - • • •.

. .
marketing program conducted by a state commission to be exempt

from Sherman Act sanctions, even assuming the action would have

been violative of the antitrust laws had the same plan been

adopted by private individuals operating outside the state:s

direction. In .so holding, the court laid down the following

•
.rule:

"We may assume for present purposes that the

' California prorate program would violate the •

Sherman Act if it were organi:scd and made effec-

tive solely by virtue of a contract, combination

or 'conspiracy of private persons, individual or

corporate."
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, • •
'"But it is plain that the prorate program here
was never intended to operate by force of individual

• *agreement or combination. It. derived its authority
,•-:'and its efficacy from the legislative command of the
:::•state and was not intended to operate or become effec-

tive without that command. We find nothing in. the
•language of the Sherman Act or in its history which

• • -suggests that its purpose was to restrain a state or
its officers or agents from activities directed by

• its legislature." :

••"True, a state does not give immunity to those who
•'violate the Sherman Act by authorizing them to violate
•it, or by declaring that their action is lawful, North-
. ern Securities Co. v. United States, 193 U. S. 197, 332,.
344-347, 48 L ed 679, 698, 703, 704 24 S Ct 436; and we

• have no question of the state or its municipality be-
•coming a participant in a private agreement or combina-
tion by others for restraint of trade, cf. Union P.R. 
V• United States, 313 U.S.. 450, 85 L ed 1453, 61 S Ct

.,1064. Here the state command to the Commission and to
the program committee of the California Prorate Act is
.not rendered unlawful by the Sherman Act since, in view

;..of the latters words and history, it must be taken to
be a prohibition of individual and not state action.
It is the state which has created the machinery for.
establishing the prorate program. Although the organ-
ization of a prorate zone is proposed by producers;
and. a .prorate program, approved by the Commission must
also be approved by referendum of producers, it is the
state, acting 'through the Commission, which adopts the

:-:program and which enforces it with penal sanctions, in
the execution of a governmental policy. The prerequi-

:. site•approval of the program upon referendum by a pre-
scribed number of producers is not the imoosition by

• them. of their will upon the minority by force of agree-
ment dr combination which the Sherman Act prohibits.

• The State itself exercises its legislative authority
in making the regulation and in prescribing the condi-
tions of its application. The required vote on the
referendum is one of these conditions.

A
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"The state in adopting and enforcing the prorate• 
program made no contract or agreement and entered
into no conspiracy in restraint of trade or to

' establish monopoly - but, as sovereign, imposed
the restraint as an act of government which
:the Sherman Act did not undertate to prohibit."

.;

••: .
'In'two subsequent decisions the U.SSupreme Court

•
has described its ruling in the Parker case in very broad

•' terms. In Eastern R.R. President's Conference v. Noerr,

365 U.S. 027 (1961), which dealt'primarily with the question

of whether joint efforts to influence public officials in the

. passage of laws restricting the operations of the trucking

industry were prohibited by the antitrust laws (the Court

unanimously held they were not), the Court described the Parker

' ruling as follows:

••,

"It has been recognized; at.least. since the
'landmark decision of this Court in Standard •
Oil Co. v. United States, that the Sherman Act

,:forbids only those trade restraints and mono-
polizations that are created,.or attempted,
by the acts of 'individuals or combinations

. of individuals or corporations. Accordingly,
it has been held that where a restraint upon
trade or monopolization is the result of valid

• governmental action, as opposed to private
Action, no violation of the Act can be made
out. These decisions rest upon the fact that
under our form of government the question
whether a law of that kind should pass, or if

.• passed be enforced, is the responsibility of
the appropriate legislative or executive branch
of government so long as the law itself does
.not violate some provision of the Constitution."
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' Very recently in California Transoort v. Trucking 

:. Unlimited, 30 L. Ed. 2d 642 (3072) a case whose facts woro

.similar to Noerr the Court again described the Parker rule

in very broad terms. (See p. 650).

• --
• The various federal circuit cburts have split in their

.application of the broadly worded Parker doctrine.

• In Washington Gas Light v. Va. Elec. & Power Comoanv, 

• 438 F2d 248 .(4th Cir. 1971), the appellate court found that

-an electric Utility's promotion practices were not in violation

of the Sherman Act as alleged by a competing gas company.

The gas company claimed that the electric utility violated the. . .

-antitrust laws when it offered to furnish underground residential

distribution lines free of charge, or at a substantially

reduced rate, if a home builder went "all electric.” The court
• • ... • .•

noted that the exemption under the Parker doctrine applies when

. •••• the actions) complained of are the result of state action: either

• by state officials or by private individuals "under the active

supervision" of the state. Here the State Corporation

Commission was aware of the electric utility's activities

and made no moVe to investigate the alleged practices and

. took no action against the electric utilities. When the

state legislature in 1966 empowered the Commission to investigate

the practices, the Commission in its regulatory authority moved

to investigate and eventually. stopped them.

•
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• Gas Light Co. of Columbus v. Georgia Power Co.,
_

• 440 F2d 1135 (5th Cir.1971) cert. den. 40 U.S. Law Week 3352

. (1-25-72) held that the rate schedules of an electric power
. . , •

company, allegedly used as a part of a nationwide conspiracy .

eliminate natural gas companies from competition in the energy

'supply field, constituted state action as products of a state

.regulatory commission. The Appellate Court noted that the

challenged rates had been subjected to lengthy consideration

by the State commission and modified by the commission after

full adversary hearings. Therefore, the conduct.of the electric

_company could not be characterized as independent action consider-

ing the state's intimate involvement with the rate making process.

- •
' .Accordingly, the rate Schedules were exemptfrom the antitrust

. • 
•

laws under the doctrine of Parker v. Brown. Se also Ladue 

Local Lines, Inc. v. Bi-State Development Agency, 433 F2d 131

(8th Cir. 1970) (public transportation agency which acquired
• • • : • . • • •

15 motor bus companies held not subject to antitrust laws);

and Heath v. Aspen Skiing Corp., 325 F. Supp. 223 (D. Colo. 1971)

(ski promoters operating on public lands under 30-year Forest

Service use permits, who allegedly conspired to eliminate .

from business all individual ski instructors from four ski

resorts were exempt from liability under Sherman Act).
w

Other federal courts have refused to interpret the

Pilrker doctrine so bro,adly. Hecht v. Pro Pootbn11, Inc.,
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444 F2d 931 (D.C. Cir. 1971) cert. den. 40 U.S. Law Week 3336

-.(Jan. 18, 1972), dealt with .a D.C. statute in which Congress
_

'authorized the D.C. Armory Board to control and, manage a

public stadium "without regard to any other provision of law."

reversing the District Court, the D.C. Circuit Court of

Appeals refused to grant the Armory Board exemption from th

. antitrust laws when the Board leased a public stadium to a

• professional football team for a period of 30 years with the

'15koviso that no other football games could be presented at the

•• stadium without approval by the lessee. The court refused to

.grant the exemption even though it found that the Board was

acting as an agency or instrumentality of the District of

- •
Columbia pursuant to a legislative mandate imposed upon it by

Congress to maintain and operate the stadium. The court also

noted that since Congress enacted.both the antitrust laws and

. • • •
....the statute authorizing the construction of the stadium, the

•

. proper inquiry was to determine to what extent, if any,. Congress

intended the action of the Board resembling a state governmental

agency not to be subject to previously existing national antitrust

policy. The Court of Appeals refused to apply tha exemption

• under the Parker v. Brown due to its conclusion that the Board

• action was not in fact governmental action.

4
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Woods Exploration & Producing Co., Inc. V. Alcoa,

438 F2d 1286 (5th Cir. 1971) cert. den. 40 U.S. Law Week 3336

(1-18-72) extensively analyzed the Parker rationale and held

that where two large tract natural gas operators allegedly
• •-..

• • •

. conspired to file false forecasts with a state regulatory

.-agency as to the amount of gas that each expected to market,

- they were not exempt from the antitrust laws under the Supreme

. Court's decision in Parker v. Brown. Because the basic premise
•

of Parker v. Brown is that the antitrust laws are directed

' against individual and not State action, the court rejected

the conclusion that action by any public official automatically

,
-confers exemption. The defendants asserted that since their.

.nominations became part of the Texas R.R. Commission's production
• - .

allowable orders the plaintiff's alleged injury was solely

- the result of state action. In support of this assertion,

'defendants relied on a prior 5th Cir decision in case of

Okefenokee Rural Elec. Corp. v. Fla. P. & L. Co., 214 F2d 413 

(5th Cir. 1954). The court distinguished its earlier decision

in these words:

'We. think Okefenokee is distinguishable and does
not compel affirmance of the judgment below.
It is true that both Mefeno?-:co and the instant

. case involve state participation. That proposition,
however, only bcains the analysis, for it is not

• every governmental act that points a path to an
antitrust shelter. We reject 'the facile conclusion
that action by any public official automatically
confers exemption.'

26-608 0 - 78 - 17
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.The concept of state action is not susceptible
..to rigid, bright-line rules. Each case must be
'considered on its own facts in order to determine
whether or not the anticompetitive consequence
is truly the action of the state. .Beaming this
in Mind, we think that the exaggerated and mis-
leading argument made by defendants in Okefenokee 
is fundamentally different from the filing of
false factual data with regard to gas production:
While in Okefenokee there was state- action in the

'sense that the state can be said to have intended
the resulting final order which adversely affected

.plaintiffs, the same cannot' be said of the
. consequences of the Railroad Commission order at
Issue here."

i.Spe.also Normans on the Waterfront, Inc. v. Wheatley, 1971

Trade Cases, Paragraph 73,606 (3rd Cir. 1971) in which the

:court affirmed a trial court's ruling that the Mandatory price

.filing program of the Virgin Islands Alcoholic Beverage Fair

Z*Trade Law did not invoke governmental action sufficient to

invoke antitrust immunity under Parker v. Brown. The court

',noted that under the fair trade program, the producer, importer.

:or wholesaler is required to file with. the Board of Alcoholic
. . . .

Beverages the wholesale price of its liquor, and the brand owner

or his licensee must file the minimum retail price for its

product. The court noted that "the Board has no power to

approve, disapprove, or modify the price fixed by private

persons." The court pointed out that "the relevant distinction
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is between between genuine governmental action controlling the anti-

competitive practice, and an attempt by government officials

to authorize individuals to perform acts which violate the
• • . •

antitrust laws."

• The state action cases are in conflict and their

ipplication of the doctrine of Parker v. Brown. The U. S.

• Supreme Court has recently rejected several opportunities to
- /

clarify the law in this area by denying certiorari in several

cases/including he Hecht case (p. 13 above); the Gas Light . .

- Company case (ID. 12 above); and the Woods case (p. 14 above).
:This is particularly unfortunate in view of the increasing

. importan of the public contract as a instrument of state and

local.goVernments. (ii; this connection it should be noted

that three of t14 Supreme Court judges i.e., White, Stewart and

,4arshall felt that the writ of certiorari should have been

'granted in the •Hecht case.)

100 For additional commentary on the government action cases, see

White, Participant Governmental Action Immunity From the•

Antitrust Laws: Fact or Fiction?, Texas Law Review,. p. 474, 1972

. and Whitten v. Paddock: The Sherman Act and The ."Government Action

'Immunity Reconsidorecl, 1971 Columbia Law Review 140 (1971')..



256

-66--

 •

C. Any Substantial Impact on U. S. Foreign Commerce? 

Section 1 of the Sherman Act prohibits "every contract

combination...or conspiracy in restraint of trade or commerce
• .

.vith foreign nations.... While the jurisdictional element

of "foreign commerce" has been the subject of much discussion

..and. comment among the text writers, there is no clear U. S.

.Supreme Court authority on the subject.

This section of the opinion will review the case

law and the comments of the various authorities who have con-

; - •
sidered the question of whether there can be a violation of the

•. • .
'U. S. antitrust laws if the conduct or practice involved has

no substantial impact on U. S. foreign commerce.

• (1) Case Law 

.The first foreign commerce antitrust case to

reach the Supreme Court was American Banana Co. 

v. United Fruit Co., 213, U. S. 347 (1909) in

• which the Supreme Court adopted a somewhat re-

• strictive. interpretation of the extraterritorial

reach of .the Sherman Act. Plaintiff, an American

corporation, alleged that Defendant, United

- Fruit Co., also an American corporation,
•

-441
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-
• ••

. -
bad monopolized and restrained the banana trade between Central .

•- - • • ___ ..•

America and the United States. The acts and contracts complained

• of took place solely in Central America and included interference

by the Costa Rican government and seizure of property by Costa

Rican soldiers and officials allegedly at the instigation of

defendant. Among some of the other acts alleged were acquinilion!:

of competitors, fixing prices, and outbidding other purch.rN

for the purpose of preventing plaintiff from buying for export.

The Supreme Court held that the complaint did not state a

,cause of action, construing the Sherman Act as not applicable

to acts occurring outside the territorial jurisdiction of the

United States, at least where they we're not wrongful in the
•. . , . .

• nation where committed. Mx. Justice Holmes stated: "We think

entirely plain that what the defendant did in Panama or

Costa Rica is not within the scope of the statute so far as'
_

the present suit is concerned."

.Subsequent decisions and dicta have modified the

rather narrow interpretation given in the American DPnana•case,

except for the part of its holding relating to the acts of a

foreign government. In United States v. Pacific & Arctic Ry.

& Nay. Co., 228 U.S. 87 (1913), the Court sustained an ind'ict-

nent alleging a conspiracy between a United States corporation
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and foreign corporations to restrain and monopolize steamship

and rail transportation between United States.ports and

• 
Canada and Alaska. The Court indicated that to deny juris-

diction would put the transportation routes beyond the control

of either the United States or Canada. It also stated: "If

we may not control foreign citizens or corporations operating

in foreign territory, we certainly may control such citizens

and corporations operating in our territory, as we undoubtedly

l•rtay control our own citizens and our own corporations."

Thomsen v. Cayser, 243 U.S. 66 (1917), the Supreme

Court held that a combination formed in a foreign country

between a group of steamship lines operating between the

• United States and South Africa was within the reach of the

.:. Sherman Act because the combination affected the foreign

• ;,commerce .of this country:and-was put into operationhere." The
4.

• . ....complaint had alleged establishment of uniform rates, a - depoSit.

charge refunded only to shippers who used defendants' lines

exclusively', and the use of "fighting ships" to cut rates.

• In United States v. Sisal Sales Corp., 274 U.S. 268

1042 (1927), the Supreme Court affirmed an injunction under

the Sherman Act and Section 73 of the Wilson Tariff Act against
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. .
. a conspiracy entered into. in the United States between United

:States banks and corporations and a Mexican concern to monopolize

*import trade in sisal, a Mexican plant used to make binder

twine. Most of the acts took place in Mexico and Yucatan,

consisting of obtaining discriminatory legislation and purchas-

ing
- • . •

all of the sisal available, financed by large loans made by

the United States banks. In upholding application of the anti-

trust laws, the Court, per Mr. Justice McReynolds, distinguished

the Sisal case from the American Banana case upon the grounds

that the conspiracy was entered into in the United States, that

. acts took place in the United States and that there were effects

• within the United. States.

The trend of these decisions in emphasizing the effects

• —...
upon United States commerce culminated in United States v.

. - • •
HAluminum Co. of America, 148 F.2d 416 (2d Cir. 1945), in which .

one Of the. issues involved was whether the Sherman Act applied

to a contract to establish export quotas made in Switzerland

between foreign corporations. (This case was heard by the

Second Circuit Court of Appeals because a quorum of Supreme

Court justices could not be obtained; four Justices having

disqualified themselves from hearing the case it was certified
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to the Second Circuit; see 322 U.S.716(1944) ). This decision

.has been widely cited and is of importance because of its

• holding that the Sherman Act may reach agreements made in other

. nations between only foreign concerns if they are .intended to

restrain American foreign trade and result in such restraints.

Judge Leonard Hand in reaching this conclusion stated:
.: •

."We are concerned only with whether Congress chose
.to attach liability to the conduct outside the United
States of persons not in allegiance to it. That
being so, the only question open is whether Congress
intended to imposasthe liability, and whether our
own Constitution permitted it to do so: as a court
of the United States, we cannot look beyond our own

- law. Nevertheless, it is quite true that we are not
:to read general words, such as those in this Act,

•—without regard to the limitations customarily
observed by nations upon the exercise of their powers;
jimitations which generally correspond to those fixed

IT by the 'Conflict of Laws.' We should not impute to
Congress an intent to punish all whom its courts

• ;can catch, for conduct which has no consequences
:within the United States. On the other hand, it is
T,.settled law--as 'limited itself agrees--that any

state may. impose liabilities, even upon persons not
within its allegiance, for conduct outside its borders

• that has consequences within its borders which the
:state reprehends; and these liabilities other states
Will ordinarily recognize.

."It may be argued that this Act extends further. Two
situations are possible. There may be agreements made
beyond our borders not intended to affect imports,
which do affect them, or which affect exports. Almost
any limitation of the supply of goods in Europe, for
example, or in South America, may have repercussions
in the United States if there is trade be'..ween t.he
two. • Yet when one considers the -international compli-
cations likely to arise from an effort in this country
to treat such agreements as unlawful, it is safe to
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•

assume that Congress certainly did not intend
the Act .to cover them. Such agreements may on tho
other hand intend to include imports. into the Unit ,d

States, and yet it may appear that they have had no
,effect upon them. That situation might be thought_
to fall within the doctrine that intent may be a
:substitute for performance in the case of a contract
made within the United States; or it might be thought

- to fall within the doctrine that 'a statute should •
not be interpreted to cover acts abroad which have

, no consequence here. We shall not choose between
these alternatives; but for argument we shall assume

• that the Act does not cover agreements, even thcrigh
• intended to affect imports or exports, unless its
Hperformance is shown actually to have had some effect
upon them. Where both conditions are satisfied, the
situation certainly falls within such decisions as
United States v. Pacific & Artie R. & Navigation Co.,

• .228 U.S. 87, 33 S.Ct. 443, 57 L.Ed.742; Thomsen v.
Cayser, 243 U.S. 66, 37 S.Ct. 353, 61 L.Ed. 597,

• Ann.Cas.1971D, 322 and United States v. Sisal Sales 
Corporation 274 U.S. 268, 47 S.Ct. 592, 71 L.Ed. 1042.

•

(2) Other Authorities 

(a) Attorney General's Report

On 'June 26, 1953; the then Attorney General of

the United States, Herbert Brownell, Jr., announced his intention

to establish a national committee to study the antitrust laws.

.The Committee was appointed over the next few months and on

March 31, 1955, submitted its report to the Attorney General.

The Attorney General's Report has become one

of the basic texts in the antitrust field, and the comments
•• . . . . . . . . .

•
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.contained therein with respect to the application of the U.S.

antitrust laws to foreign commerce are worthy of close

examination because of the expertise of the members of the
_ •

•
Committee.

. .
...:After reviewing the case law (referred to in Section A

• above) concerning the extraterritorial application of the . U.S.

antitrust laws the. Committee concluded:

We feel that. the Sherman Act applies only to those
arrangements between Americans alone, or in concert
foreign firms, which have such substantial anti-
competitive effects on this country's 'trade or
commerce. . . . with foreign nations' as to constitute
unreasonable restraints.

,

. .
believe that conspiracies between foreign

-competitors alone should come within the Sherman Act• only_where they are intended to, and actually 'do,
result in substantial anticompetitive effects on

• our foreign commerce. The 'international complica-.
to arise' from any contraryview

convince us, as they did the Court in Alcoa 'that
Congress certainly did not intend the Act to cover'
such arrangements when they have no restrictive
purpose and effect on our commerce.,

'Finally, in .formulating decree provisions, sound
judicial discretion requires, in the language of
the General Electric case, inclusion of 'safeguards'

.,:to protect any defendant 'from being caught between
the jaws of . . /any/ judgment and the operations

. of law in foreign countries where it does its
business.' For we must assume, as Alcoa suggests,
that Congress did not intend the 'general words'

. of the Sherman Act to be read 'without regard to
the limitations customarily observed by nations
upon the exercise of their Dowers. " (Attorney
General's Report, 13.76)
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In addition, one of the Committee members submitt.cd
. ,
the following concurring and clarifying'comment in connection

.with the Alcoa case:

•:.,'.7hid and the other cases cited in the Report show •
that the Congressionally intended application of the
.Sherman Act does not comprise.cases involving. 
interference with another nation's sovereignty. The
Sherman Act is not an exception to the Supreme Court

•• rule that broad and sympathetic standards must be
• applied in applying regulatory statutes to cases
. involving any interference with the sovereignty of
another nation. The Supreme Court has stated:

considerations of comity, reciprocity
and long-range interest have developed to
define the domain which each nation will Claim

,.s its own . . . in dealing with international
,,.. commerce we cannot be unmindful of the necessity

•-.1:::;for mutual forbearance if retaliations are to
•z:. be avoided; nor should we forget that any contact
. . which we hold sufficient to warrant application
.for our law to a foreign transaction will logically
be as strong a warrant for a foreign country to
apply its law to an American transaction.'
Lauritzen v. Larsen, 345 U.S. 571, 582 (1953).

Nothing involves another nation's .sovereignty more
intimately than its own laws regulating the ownership

,,. and control of development programs, production,
f.distribution and commercial activities within its
..own territorial limits." (Attorney General's

• Report, p. 77, fn. 64.)

After stating the above general rule that the Sherman

Act applies only to conduct having a substantial effect on U.S.

commerce, the Committee went on to deal with the question of

• the scope and content of the phrase "trade or commerce with

foreign nations". The Committee noted that there has been somto
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indication, at least byway of dicta in the 'cases, that this

phrase may be limited to the export-import product trade of

.the U. S. and .to services ancillary to its flow. The Committee

announced its disapproval of such an implication noting the,

- fact that "the same words in the same statute when applied to

interstate, commerce include finance, investment, and indeed

the entire range of economicactivity." (Attorney General's

Report, p, 77)

: The Committee concluded that the words "trade and

commerce with foreign nations" should be construed broadly .

"to include not only the import and export flow of finished

products, their component parts and adjunct services, but also,

• as in domestic commerce, capital investment and financing. So

interpreted, foreign commerce would alto comprehend all types

of industrial property rights in patents, trade-marks, trade
• . •

:secrets and know-how and other confidential technological

information. In the absence of requisite effects on this

Country's 'trade or cOmmerce . . . with foreign nations,'

however, it is clear that the mere financing by Americans of

manufacturing, mining or other local activities abroad does not

.come within the Sherman Act." (Attorney General's Report, p. 0.1)
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•

-
Finally the Committee examined the question of what

'inquiries are relevant in determining the existence of undue

limitations on competitive conditions on foreign commerce.

. •

The Committee said that the starting point insuch. •

an examination should be, in the words of Chief Justice Hughes,

. that the "restrictions the Sherman Act imposes are not mechanical

or artificial. Its general phrases interpreted to attain its

fundamental objects, set up the essential standard of reason-

ableness.", Applachian'Coals, Inc. v. United States, 288 U.S.
. .

1:344, 360 (1933)

• •

'The Committee went on to point out that in all cases

. the nature, and effect of the challenged conduct may be determined

only iii. the context of a particular market.. In conclusion, the
_.•.. .•

•-Committee stated -
"• • -••:: •

•,.• •
Thus, the inquiry required by the Rule of Reason

:'may in some foreign commerce cases involve consider-

ation of market factors not operative in domestic

.commerce. As one dissenting Justice put it in the

Timken case, 'the circumstances of foreign trade may

.alter the incidence of what in the setting of •

domestic commerce would be a clear case of unreason-
able restrain.' The possibility of such differences

should be recognized by the Department of Justice
:and the Federal Trade commission as well as the
Courts." •—

•

• "Generally we emphasize, as a dissenting Justice pul

it in Timken, that 'the circumstances of foreign

•
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. „ ,• ••
''.trade may alter the incidence of what in the scl.Linol
of domestic commerce would be a clear case oC
unreasonable restraints. Thus, we approve, foc

'..example, judicial recognition that, under the Rulo
of Reason, defendants may proffer evidence that

''..their activities abroad constitute no undue re:;Lr.iiJo
. .on our foreign commerce since, even absent the

challenged conduct, trade and investment in a
particular foreign area would be virtually impossible.
We believe that defendants should be allowed to show

,that, due to foreign economic or political barriers,
their conduct at bar was prerequisite to trade or
'investment in a foreign country."

- . .

Ab) Supplement to Attorney General's Report 
•

flJU of 1968, the Antitrust Section of the

'American Bar Association published a volume titled "Antitrust

IDevelopments 1955-1968, Supplement to Report of the Attorney

-,.,General's National Commitfee to Study. the Antitrust Laws, 1955".
••. , . •

(hereinafter called the "Supplement"). • •. •..

• • •,•

...This Supplement notes that at the time of the•. .. • . • • •• • . • • .• . •.•.•• • • •,.,•
.issuance of the Attorney General's report the principle was

'"firmly established" that the Sherman Act must be construed to

• . prohibit activities abroad by American nationals Where there are

• such substantial anticompetitive effects on this country's

foreign commerce as to constitute unreasonable restraint. The

:Supplement goes on to conclude that "this principle continues to
•

•• •. • •
.be applied". (Supplement, p. 45) •\ •

•• .

.• •
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An important post-1955 case is Continental Ore Co.•,

• !.:,.: .Union Carbide & Carbon Corp., 370 U.S. 690 (1962) in which it

'was alleged that the American defendant, in attempting to

".'monopolize the vanadium market, had caused its wholly-owned

. : Canadian subsidiary to take action in Canada which eliminated .

.the plaintiff from the Canadian market. The U. S. Supreme Court

. in-a unanimous decision (one Justice not participating) held

-'th.at a "a conspiracy to monopolize or restrain the domestic

z or foreign commerce Of the United States .is not outside the

reach of the Sherman Act just because part of the conduct complained

of occurrences in .foreign countries." The respondents relied

..on American Banana Co. v. United Fruit Co., but the Court rested,

its decision instead on United States v. Sisal Sales Corp.. Both

Case.s. y.ere.discussed in the Attorney General's Report and are

•referred to in Section A above. The Continental Ore opinion

• interPrets the Sisal Case .as limiting American Banana to a

situation where the acts complained of were not shown to have

:had substantial impact on United States foreign commerce. "Since

the activities of the defendants (in the Sisal case) had an impact

:within the United States and upon its foreign trade, American 

Banana was expressly held not to be controlling:" See 370 U.S.

at 705.
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. . •
A.0 Restatement of Foreign Relation:, Low
.'.. •

-The principle ennunciated'in the Attornoy

'Report emphasized the effects on U. S. foreiun trado a:: .

-*basis forjurisdiction and gave no importance to the 1..ocat

;,,ef- the conduct producing the forbidden effects'. The Restatcm-nt.

(Second) of the Foreign Relations Law of the U. S. is in accord

With this Position. Section 30(1) provides that a state has

:jurisdiction to prescribe a rule of law attaching legal .

:.consequences to. the conduct of a national of that state whore-

'ever the conduct occurs..

. •

The rule stated in Section 30(1) is qualified by

.:••••
Section 38 which provides • • • • . ••

. •• 

• .• . • • . . •• ••

"Rules of United States statutory law, whether
prescribed by federal or state authority, apply
only to conduct occurring within, •or having effect

-within, the territory of the United States, unless
the contrary is clearly indicated by the statute."

••
,These two sections when read together confirm that

the scope of our antitrust laws includes the conduct of American

'nationals wherever it occurs if such conduct has substantial

anticompetitive effects on the commerce of the U. S. with foreign

nations. See also The Restatement (Second) Foreign Relations

Law of the U. S.,.(1966) sections 18 and 40.

,

ire
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'
The Supplement also notes that both the restate-

ment and the Attorney General's report apparently would

exclude from the operation of the U. S. antitrust laws unexecuted

• conspiracies or ineffective attempts to monopolize involving

...Americans acting only abroad, even where a clear specific intent

to restrain or monopolize U.. S. foreign trade could be proved.

However, there are no decisions on this point. (Supplement, p.47,
•

• :f . 39) .

Effects Necessary tc; Sustain Armlieation of Sherman Act

The general rule that restraint's which affect
• • .

foreign commerce give rise to federal jurisdiction under the

antitrust laws raises the fundamental question of what kinds

of.effects are necessary to sustain jurisdiction? Must the

• effect be direct and substantial or will an indirect and suL;tztn-

tial effect be sufficient?

One commentator has said that the meaning of the

term "effect" is not capable of ready definition for two

'reasons:

(1) The nuMber of cases in which the nature of

. • . the effect is discussed is relatively small.

.(2) Those cases which do discuss or use the term

• "effect'. do not define the'word uniformly.

26-808 0 - 78 - 18

•W\
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. •
,The .cases that use the word "affect" have said ilviv

'reStraint must (1) "directly affect," or (2) "substantially

affect," or (3) "directly and substantially affect," or (4)

simply "affect" the flow of foreign commerce. See casescited

in 3. Von Kalinowski, Antitrust Laws and Trade. Regulations,

'Section 5.02(2) p. 57120.

is clear that restraints which directly affect

• the flow of foreign commerce into or out of this country are

subject to the provisions of Section 1. Whether a restraint

• whose effect upon foreign commerce is indirect will support

7.-federal jurisdiction is not quite so clear. The cases which

have used the. term "substantial" have used it either in
.

'-conjunction with the word "direct" Or in situations where
• 

the.. effect .was, in fact, direct.

- 7L'
•!:.7....-=There is criticalcomment that suggests an indirect

.-effect on foreign commerce will not give rise to jurisdiction

under Section 1. (See Attorney General's Report, p. 70)

: However, Mr. Von Kalinowski states that the better view would

seem to be that any effect that is not both insubstantial and

'indirect will support federal jurisdiction under Section 1.

See 1 Von :Kalinowski, Antitrust Laws and Trade Regulations,

Section 5.02(2) (1969) p. 5-122 and the cases there cited.



271.

• •,

.•

•
•':..,'.11ilbur L. Fugate in his book-t'itlCd.''ForCign Commorr7c

•

and the Antitrust Laws" (1958) states that most of the law

• —conceril,ma..the anatrust aspects of practices in foreign trade
.• • • "*0-•:i..i:$7: -...• • •'• . ,

-reulted -from the prosecution of typical cartels or at
, .

least the American participant's thereini .it -ii.,- therefore,
• : :•••••••• •. •: •

.!ro,determine the legality of a particular'

• :•;•••. -y••?:•
--prtactic 'Which has been condemned in the context of a cartel

arrangement among dominant producers. Mr. Fugate goes on,
•

. however, to note that Justice Frankfurter has said that "Even

'cartel' is not a talismanic word, so as to displace the rule

of reason by which breaches of the Sherman Act are determined."

Co. United States, 341 U.S. 593,

6-05, 71 Sup. Ct. 971,.97b, 95 L.Ed 1199, 1210 (1951). )

"-
• •

Mr Fugate concludes:
• • .- • • , .

• ' . . :

"At the outset., the two aspects of practices in• •
:foreign trade should be clearly delineated. The

tyrns on whether the activities in a• . -- •
case are part of, or substantially affect,

:• the interstate or foreign commerce. of the United
•...States; if not, the inquiry ends right there. It .

:isTossi,ble for a company, American or foreign, in
to do business in two worlds, one the United

- •• States and the other one or more foreign countries.
• As long as the company's activities are strictly

• confined to the internal commerce of a foreign
•-• country and do not substnntially affect United States

.foreign commerce, there is no jurisdiction under the
•,....Sherm.Act. • Price-fixing solely within a foreign

• ',0•• . •
•-• F7- ;
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•.? • .
•

•

• '."country of goods manufactured abroad, without mor,-,
:•and not part of a wider conspiracy, would appear
to fall within this category." (See also Fugate,

' pages 29-35, 125-126, and 329.)
•. •

• . .
How far the test of reasonableness in the case of a

foreign restraint on foreign commerce diffeei- from the

. Corresponding test applicable to interstate commerce is a.

question that cannot be answered with any precision. Georg,. W.

. Haight in an article entitled, Some Aspects of United States 

Antitrust Laws and Foreign Commerce (1 Landau, Doing Business

Abroad, p.206), points out that there are many factors that

• compel a different measure where the conduct complained of has
•

occurred in in a foreign country and "not, the least of these is
. . •.

_impact of foreign law, foreign governmental orers or requests,

and foreign official policies." Mr. Haight draws an analogy

tort-law standard of "reasonable man" as follows:

,'Of course, the very concept of 'reasonableness'
.requires a judgment of conduct in the context of
particular circumstances. What is reasonable in
France may be quite unreasonable in Ohio. While
there is a basic standard of competitiveness that
is expected of American business wherever it may
go, its behavior cannot always be judged according
to ]evel of business conduct enforced under the.
Sherman Act within the United States. There is

.perhaps an.analogy to the standard of good care -
'required to avoid negligence: it is what 'a
seasonable man is expected to do under all the
vircumstances,.' with the qualification that the
reasonable man here is expected to avoid restrictive
practices unless there are sound reasons for acceptin*

••••
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them and American competitors are 
not shut out. cr.

Report op.cit-supra note 5, at 80-
81, 83; BkEWSTER,

ANTITRUST AND AMERICAN BUSINESS 
ABROAD 84, 85,

88-96 (1958) hereinafter cited as BRE
WSTER)."

*,-In discussing the diffi
culties involved

• • • 
•

inz strict application of domestic per se 
rules to foreign

'comnerce, Mr. Haight emphasizes two fact
ors:

"There is, first of. all, the basic qu
estion of

.- whether foreign commerce is affect
ed at all. •

-. Although this question arises also i
n relation to

interestate commerce, the complexiti
es of foreign

commerce make it more difficult to d
ecide when

.American trade is involved and when i
t is not.

.."It is unlikely, however, that feder
al courts would

':.seriously entertain an antitrust ch
arge where the

effect of conduct occurring in a fore
ign area .on

• •. ::United States exports and imports i
s remote and other

,.important factors have interVened t
o inhibit United

'States trade or investment in such
 area. Thus,

competition from the United.States mi
ght be effectivoly

' foreclosed by the high capital cos
ts and risks involv,,;

unfamiliarity with the foreign langua
ge; customs anc1 .

social and economic conditions, dif
ficulties of tr,,n:;-

-portation And communication; governme
ntal control:; on

,.currencies, exports and imports and
 the employment

,•of foreign labor; and risks of adm
inistrative inter-

ference and nationalization.. Such fa
ctors may be.

.decisive and the consequent impact of
 restrictive

trade practices on U. S. foreign comm
erce theoretical

'I'and remote.
•

. "In the second place the relevant 
market is not.easy

to define when'it is a foreign mark
et. The Sherman

Act speaks of commerce 'with foreig
n nations.' Is

• the relevant market commerce with or
 in a particular

• nation? Or is the market to he judged in rela
tion

.to the entire export or import tr
ade involved with

a group of countries or a particular
 continent? Tho

concept of 'nation' has undergone 
a radical change

since the Sherman Act was enacted.
 Originally, the
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• United Nations was composed of 51 members; today
. 'there are 104 with many more On'the way. Nor is

the meaning of 'nation' altogether clear, as there
are 'protected' states, such as Bahrein and Sarawak,
and dependent areas such as the East African and

Indian Federations. Moreover, independent
' -.nations are beginning to submerge their economic•

• Independence in regional groups such as the European
'Common Market. There would appear to be considerable
room for the argument that a restraint on competition
with one 'nation', or even with a few such political
units,, is not conclusive even in so called per se cases,
but that regard must be paid to the existence of other

. equally suitable available markets."

'.1.0.13.1 Summary 

• •
' .(1) Governmental Compulsion and State  Action 

•
Under the Texaco case (governmental compulsion)

•'and Parker v. Brown and its progeny (governmental

.:'..:.;action), the key issue is the same - are the acts

• .:complained of truly the acts of the government?•

.011'the.basis of the facts set forth above, Gulf

can sustain the position that it is participating

• in .the cartel (labeled "Uranium Marketing Research

Organization") only because of Canadian govern-
:. •

ment direction. While the facts indicate that

there is no (or very little) adverse effect on

U. S. commerce, it really makes no difference if

.there is since the Canadian government compulsion
•
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... provides a complete defense to any charge that

• ..-Gulf has violated the antitrust laws. 
Further-

more.,' failure to participate in .the or
ganization

:Would compel Gulf to take action that t
he Texaco

"..case clearly indicates that the Sherm
an Act does

not require it to take, i.e. withdraw 
from

'uranium production in Canada.

• The Parker v. Brown line of cases dict
ates the

7..same result. .A conservative reading of
 these

•

' cases indicates that there are two cond
itions

::,:required for its application: . there 
must be

' ..,- -action by the state through its representa
tives,

and "there must also be a clear indication
 .of

governmental dissatisfaction with open c
ompeti-

tion in the area, and prOvision for an alt
ernative

•

form of regulation through the agent or ag
ency

effecting the restraint.' (71 Columbia Law 

Review, p. 148).

The detailed facts demonstrate that the Cana
dian

.'.Government, as a matter of official policy a
nd
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'action, believes that open competition in the
. • . • • -

• .production and sale of uranium (and UF6) is

contrary to the national interest and that the

national interest will be best served by regula-

Ytion through control of all uranium exports by

• the Canadian Atomic Energy Board, implementing

in this manner the de facto intergovernmental

Understanding of Australia, Canada, France and

...the Republic of South Africa, as expressed in

'-the Uranium Marketing Research Organization.

.The Canadian Government (that is, the Cabinet

..acting through the Ministry of EMR) has been

and - is effectively directing Gulf's narticipation

in the organization.. .

has been to comply or cease to play an

effective economic role in the Canadian uranium

• picture.'

Gulf's choice from the
, • •

Any anti-competitive effects on U. S. commerce

.(and, fortunately, as pointed out elsewhere herein,

there do not appear to be any at this time) are the

result of explicit Canadian Government direction
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and action -- not any truly voluntary action on

,Gulf's part. Gulf's private actions are the

consequence of reasonable compliance

'..with such governmental direction and control.

•

-(2) Impact on U. S. Foreign Commerce 

The authorities referred to above demonstrate the

•viability of the Principle that the SherMan Act

must be construed to prohibit activities abroad

..,,. by American nationals (this would include foreign

corporations controlled by an American corporation),

,"- •
:only where there are such substantial anticompeti-

,
•:._tive effects on U. S. foreign Commerce as to con-

, . •
stitute unreasonable restraints.

. •

-
:The memorandum

. . . •

of September 8, 1972, prepared by
•

• 11...1,7..Ramsey entitled "Foreign Uranium Marketing .

Arrangement" (Attachment 48) demonstrates that

,GMCL's activities as participant in the Uranium

Marketing Research Organization will have little,

if any, impact on U. S. foreign commerce. For

this reason and the reasons stated in the Previous
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section dealing with governmental compulsion
• .
it is my opinion that GMCL's participation in

' the cartel involves no unacceptable_ degree of

:risk from the U. S. antitrust standpoint.
.• • .•

!Nil. Conclusions

•
•••• (1) The Facts and the record show that, as far as

Canada is concerned, the cartel is government-sponsored and

government-directed. Gulf's area of concern from every view-•••,. •

. point has been the Canadian Government. Gulf has had no realistic

-. choice other than to comply with effective Canadian Government

i.direction. To have done otherwise would have imperiled a sub-

stantial investment and -risked the probability of elimination• .-
•
:from the Canadian uranium industry. It is unlikely this situa-

tion will, change as long as the Canadian Government believes

..cartel control to be in the national interest. . •.

."--:(2)- The economic impact study carried out by M. W:

.Ramsey (Attachffient 07) indicates no realistic probability that

.the cartel, as presently structured, will substantially and

.• adversely affect U. S. trade or commerce during the period 1972-.
. 
1980.
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•

'The salient economic characteristics appear to be:

:surplus uranium in the U. S. and abroad; an effective U. S.

. .

ban On Uranium imports; an historical pattern of minimal U. S.

exports of uranium; free world prices (outside the U. S.) lower

:than the cartel floor prices, which prices, in turn, are lower

• than the free market U. S. domestic prices; and the prospect of

worldwide supply and demand curves crossing near the end of this

decade or the early part of the next.

: (3) The explicit terms and structure of the cartel

.• • • • . • • • • ..

do not appear to me to have the intrinsic capability of dealing

with the market effects of substantial new discoveries of uranium

• reserves, either within or without the host countries of the
. .

' • • •-•. .
cartel participants, in a manner consistent with the rationale

reason for being) of the cartel.

The announced purpose of the cartel has been consistently

stated by the various government representatives to be the imposi-

tion of price and volume controls so as to preserve that degree

• of economic return necessary to assure the vigorous on-going

uranium exploration effort required to avoid a severe shortage

of uranium supply. (However, the cartel has no explicit penalty

provisions enforceable by cartel members With respect to any

attempt to subvert the rules.)
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Regardless of what the present picture is thought to

be, •it would seem clear that the discovery Of substantial new

,
uranium reserves, whether by the present participants or others

. . . • .

• 
-- whether within the participating countries or not,— 'would

-"' • ' ' . .
,impose severe competitive pressures. Those countries or private

• .concerns having the new reserves would not want to simply pre-

serve an idle asset. The likelihood is that they would.want to
•

' develop and market their uranium reserves. In this event, their

broad choices would be (a) to join the cartel or adhere to its

terms, or Cb) ignore the cartel and not adhere to its terms. If

. • ..
this happens, the cartel is faced with a.severe challenge, de-..

•. . .
.pendent on the quantities and prices involved. .The instinctive

reaction of the cartel's Operating Committee will likely be to

_exert pressure to suppress the new coMpetition, one way or another.
•

It is this crucial point that is left unresolved by

:the Present 'cartel; and the problem is "aggravated by the effective,
"

but ambiguous, role Played by the cartel governments. The govern-

ments, as. far as I can tell, have signed nothing among themselves

...and:yet have actually sponsored, Shaped, and required the carte).

arrangement.

It could well be that the governments involved would

tacitly approve (or effectively direct): predatory actions by
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the cartel producer members to suppress outside competiti
on from

any source. Should this occur, Gulf must look at each situation

..,on an ad hoc basis; and if any such action is advoca
ted (whether

by the cartel's Operating Committee, the producers, the 
govern-

___
••••'' • •

ments acting officially or otherwise, or any of them) which

.could affect U. S. trade or companies owned or controlle
d by

U. S. interests, then Gulf's opposition must be announ
ced and

recorded, as appropriate.

Apart from the possible adverse effects which a contrary

cdurse of action might provoke as far as U. S. Government agenc
ies

are concerned, private treble damage litigants in the U.S. will

not likely be motivated by the same broad public interest po
licies

• • ' .

or, constraints applicable to responsible U.S. government ag
encies.

4) Although no unreasonable risk of U.S. antitrust .

-.violation exists with respect of the format, and scope of t
he

• • .. •

'eartel as reflected at this time by the Minutes and Summaries

of Government/Producer Meetings, and the Operating Committee of

• the temporary Cartel Secretariat .housed in the French Government

(CEA) offices in Paris, or other related writings reviewed in

• detail above, it is improbable that either the cartel structure

or operation will remain static.
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•
t. follows that the scope and nature of the cartel

•• .• • •
..can change for a variety of reasons. Therefore, either a
• ••

.*: periodic updating of legal risks or, preferably, a continuoUs

..Gulf Law Department interface with GMCL's foreign uranium

: • Marketing operation, inside or outside the cartel .host countries,

• would be a desirable precautionary measure for the due protection
. • •

of GMCL's interests.

(5) There being no violation of U.S: antitrust

laws involved under the circumstances detailed in this opinion,

no valid purpose would be served by seeking clearances of any

--Aind from the, Department of Justice, the Federal Trade Commis-
• . . .

sion, or the Atomic Energy Commission.

dip

•••1
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Addendum ' ....:.

,. •.:' , ..—s- -

Attachment 4--8 (Deputy Minister Austin's September 
5,.

: . . .

'1.972, confidential letter and attachments to Mr. 
Ediger in his

• •

,capacity as Manager of GMCL) confirms and formalizes the effective•• •

Canadian Government direction previously described
..

As stated by Mr. Austin, amendment of. Section 2
01 of

the Atomic Energy Control Regulations was done 
for the purpose

f "ensuring that the terms and conditions of th
e uranium ex-

, . , • .. •
.port.Contracts entered intb by Canadian producers on or a

fter

.January 1, 1972. and covering the export sale 
of uranium during

the period 1972-78 inclusive, which have not been di
sposed of by

poard by August 23, ,1972, are in accord with new Government

. • 
• .

r.7 policy regarding volumes of exports and exp
ort prices."

..The new Government policy referred to is comment
ed on

:',generally in the Minister!s.(EMR) 23rd August
 1872 public state-

ment, which is a normal part of the composite procedur
al process

f asserting export control through the Boa.rd, and stat
es, inter 

•
alia: •••

"In. order to stabilize the current uranium market-

- ing'situation and to promote the development of the

Canadian uranium industry, I have today issured a ,

Direction to the Atomic Energy Control Board cover-

ing such aspects as minimum selling prices and
."

volumes of sales to export -markets."
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contract details regulated by the Canadian
•••• .•.-. •

.'-•
%sponsored and remains effectively directed, as far as Canada

Government are basically the minimum price levels and volumes,

:.as Well as market quotas, fixed by the cartel, which was
-• • •• ,. • •••••

•. and Canadian uranium operators and producers are concerned, by

• the Canadian Government. The amendment of Section 201 of the

AEC Regulations is intended to be, and is, governmentally

• - - directed implementation of the governmentally sponsored cartel.
.*

The Minister's August 17, 1972, confidential letter

o the President of the AEC Board in its entirety comprises the

-formal Direction referred to in the Minister's public statement
. .

and was approved by Cabinet" on July 13, 1972, as stated in the
. . .

'third paragraph of the Minister's letter. The Cabinet also

--approved on June 29, 1972, that the Direction would be issued
. • •

•_together with a proposed amendment of Section 201, -which •amend-. • : • .•••,• . - . . • . . • • .. _ . . •. .
, ment was approved on July 27, 1972, by an Order-in-Council (i.e..

: •in law the Government of Canada).

"Both the amendment and the Direction were made fully

. effective August 23; 1972. The Direction, a normal part of the

composite procedural process, was made pursuant to Section 7 of

:the Atomic Energy Control Act and is' not'Published.
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_Section 7 of the Act requires the AEC Board to

."comply with any general or special Direction given by the

•.. •

...Minister with reference to carrying out of its purposes."

• When. this is related to Section 9 of the Act, it gives the

•Minister complete control of the uranium industry in Canada.

Section 9- provides, inter alia, that the AEC Board may, with

the approval of the Governor-in-Council make regulations...
••

- regulating the production, import, export, transportation...

• use or pale of prescribed substances..."

The amendment, made by the AECB on July 19, 1972,

to the AEC Regulations was, as noted above, approved by the .

Governor General in Council, and was published at page 1465

in the 23/8/72 issue of •the Canada Gazette, Part II, Vol. 106,

No. 16.

n short, Attachment 48 constitutes effective
-

Canadian Government direction as uranium export sales can only

be made in, accordance with the cartel terms incorporated in

the Minister's Direction, as approved by the Government of Canada.

As pointed out in' Attachment 08, the Minister of EMR

is "in the process of. proposing an amendment to this Direction

which will make it abundantly clear that in addition to the

26-608 0 - 78 - 19
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•••

-.market allocations indicated therein there is a 'captive market'. . •

.1 for the Rabbit Lake production of 3200 and 3000 tons of U
3
0
8 in

: 1972-77 and 1978-80 respectively, which is exempt from all but

the pricing criteria of the agreement (note: the cartel),

provided it it is sold to and consumed by RWE."

•
•

ROY D. JACK NT, JR. '
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• Attachment 41 *. . •

'Rabbit Lake Project 

j•

Description and Location of Project 

. Gulf discovered and proved up substantial uranium

reserves in Northern Sasketchawan in 1968. The discovery
• and development has since evolved into the Rabbit Lake Project,

which is a joint operation between the Gulf Companies and UCL

• to mine and mill uranium. Presently estimated recoverable

• reserves probably represent 9 to 10% of Canada's total.

UCL is a Canadian corporation in which the controlling

• interest is held by RWE, the largest German electrical utility.

, The operating interests are distributed as follows:

Gulf Companies 

Gulf Minerals Canada Limited 45.9%

,,• Gulf Oil Canada Limited _5.1%

-UCI; 49.04

•. - . UCL's interest is limited to .approximately 130 acres

surrounding the ore body, • the production facilities-, and two

million pounds of 
i 

U308
 
from within 30 miles of Rabbit Lake if

•additional ore s discovered.

Each party is obligated to take its proportional

share of production and market it independently. Gulf has the

option, however, of selling up to two million pounds per year

of its production to UCL at an established price in the first

three years of production. The total amount at this guaranteed

price is limited to six million pounds. Gulf production beyond

this amount can be sold to UCL, at Gulf's option, at the average

UCL sales price less marketing commission, nominally 10% of the

sales price.

• To participate in the project, UCL paid Gulf six

million dollars and will pay Gulf a royalty on each pound of

UCL production, based on a defined "Gross Profit Margin." .

* The material contained in this attachment is essentially a summary

of the AVE presentation to the Gulf Board of Directors meeting of

Pcbruary 2, 1972.
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-•
:

•

• Except for a specified range of Gross Profit Margin where the
• royalty remains constant at $0.50 per pound of U308, the
royalty increases with Gross Profit Margin. As the sales prices
increase, Gulf benefits from increased revenue on its share
of production and increased royalty payments from UCL.

• • •
If the price at which UCL wishes to sell its own share

.of production is below what Gulf feels the market price is, Gulf
..may overcall UCL on its share of production.

• •.• •
It is presently anticipated.that the personnel will

• commute from an existing city via air bus to a bachelor housing
facility, rather than live in a conventional town to be con-
structed at the project site. Although the commuter system'
is expected to be more costly, it provides greater operational

. flexibility. Should a conventional community be necessary at
a later date; i.e., 1976-77, an additional economic penalty
would be incurred.

. Estimated capital requirements for project development
are substantial. Total Project capital costs (1969-1975) are

• estimated at about $50 million, and operating costs from
1975-1984 (estimated production life) total some $112 million.

.The Joint Venture with UCL offered some distinct advantages.
Because of the front-end payment and royalties, Gulf was able

.to come into production at an earlier date and 'still enjoy an
- appropriate rate of return on its capital investment. In
addition, UCL was able to guarantee Gulf an outlet for early
production. • • •

. .

.. • •

Economics
•

. • Price 
•

•• :

The prices used in the economic analysis were supplied
• by the Uranium Marketing Department of Gulf Energy & Environmental
•Systems. These include the prices at which UCL has guaranteed
' to purchase the major share of Gulf's production in the first
three years of operation and the estimated prices at which the

:remaining production could be sold today in the Free World
outside of the U.S. The price schedule .is attached. Prices
are stated f.o.b. Saskatchewan delivery point. •

• •
• 

• • •
The UCL prices assumed for the purposes of calculating
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f. •

-;:Gulf's royalty are those recommended by the Uranium Marketing

Department of Gulf Energy & Environmental Systems.

.2. Capital Costs

-...The capital costs are based on a definitive engineering

• Study (the subject of a previous AFE) and include mine develop-

ment, mine capital, mill capital, provisions_for working capital

▪ • and pre-1972 capitalized expenditures.

p.

• - - .: Each participant in the Joirit Operation pays its

proportional share of capital requirements.

▪ Capital costs were escalated at 5% per year from
1971 estimates, except the actual expenditures prior to 1971.

3. Operating Costs 

The operating costs were also developed from the

result's of the detailed engineering study. - These costs include

all costs 'associated with start-up, mining, milling and operation

of the housing facility. A percentage of Gulf Mineral Resources

Company's fixed marketing costs are included. Costs of packaging

.and delivery to the Saskatchewan delivery point are included.

",' ' • • • • •

Participants also pay their proportionate share of

operating costs.

•::4. Depreciation

▪ For book purposes, unit of production depreciation
has been - used. For tax and cash-flow purposes, accelerated

depreciation has been used in accordance with Canadian statutes.

5. :Taxes

Tax rates for Canada and the Province of Saskatchewan

were provided by the Tax Department. For U.S. tax purposes,,

Gulf Minerals Canada Limited will be taxed as a "Western

. hemisphere Trading Corporation."

• 6. NCO Payment 

• 
Net profits payments to NCO, the original leaseholder,

are made in accordance with the Agreement •signed between Gulf
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• • • . •
Minerals Company and NCO on October 5, 1970. The Agreement
provides for NCO to be paid 10% of net profits prior to the
Joint Operation's.recovery of capital and 20% thereafter.

Foreign currency Conversions 

• :: All values are expressed in U.S. dollars. No attempt
has been made to predict the relative value of foreign
currencies to the U.S.dollar for the 1972-1984 period with
the result that the effects of currency reevaluations are
not included.

Favorable Factors Not Evaluated 

1. Additional indicated reserves of 1.7 million
pounds of U308 underground and smaller amounts in the open pit

• may be recoverable. The economics of recovering these
reserves is presently being analyzed.

•
•

- 2. Additional reserves in the vicinity of Rabbit
Lake may be discovered, prolonging the life of the mill and
associated capital investment.

.Latest estimates from milling consultant, A. H.
. Ross, are that the mill recovery factor will be slightly higher

than that used in the economics presented herein, thereby
increasing the amount of U308 recovered.

. . . .
....Unfavorable Factors Not Evaluated 

I •

. The "soft" market that presently exists may.
:continue for an indefinite period with the result thatthe
• expected price schedule cannot be achieved. .

- .2. An accord may be reached between the Canadian,
Australian, French and Republic of South Africa Governments
to allocate production and establish floor prices. Should
the presently planned production level of the Rabbit Lake
project be substantially reduced by action of the Canadian
Government, the project's profitability level could be decreased
or eliminated. Renegotiation or arbitration of the Agreement
with UCL should ensue or Gulf might have to explore methods of
retiring from the project.
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"., .
:,..'• ' ' ''. -SUMMARY FACT SHEET •••• f ,••:.:

• ., ... .. . .
. .. • - . •,.,

7•Production Begins . '... April 1975 .

Production Life • : 9 18 Years
•

Annual Mill Capacity --532,000 Tons of Ore

Average Grade , 73.82 Lbs. U308 per Ton of Ore

• Mill Recovery

Annual Production Rate

Total U308 Production

Uumber of Employees •

Total Project Capital Costs (1969-1975)

Total Project Operating Costs (1975-1984)

:Gulf Minerals Canada Limited.

95.8%

4.5 million Lbs. U.308

41.3 million Lbs.

.% ..217

• $49,280,000.

$111,763,000

, Capital Expenditures: (1969-1975) $23,653,000
(1972-1975) $20,580,000

,:. Gulf Minerals Canada Limited
• : . .••• • •

Net Profits: (1969-1984) ••• $38,325,000
• (1972-1984),.... • ... •

. %
s! Years t• o Payout After Beginning

of Production •

. Cash Flows Cormencing in 1969

$32,925,000

2.6 Years
Cash Flows Comiencing in 1972 3.0 Years

DCF - Total Project from 1069-1924 25.2%
Incremental cash Flos (1972-1984) 21.1%
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-PRICE SCHEDULE PROVIDED
BY

URANIUMMETING DEPARTMENT OF GEES(1)

Production
Year .

. • .•

Price
(Current Yr. USS/lb.)(2).

'•

Price Guaranteed to Gulf by UCL
for Six :lion Lbs. (S/lb.)

Gulf UCL Gross M • Net("41

1975'

1..1976

•:1977.

5.35

5.50

5.70

5.35

.5.50

5.65

6.85. '

6..76

—6189 '.. • 6.?3

6.07 .

6.15 .

• 1976 6.00 .5.85 7:01 '

.

6.31 I .
. .

6.35 6.05 •
.197§.

*1980 6.70 6.30

1981 7.00 6.60

_1982 7.35 6.85

1983
. • .

7.65
,

7.15

1984 7.95 7.'45
.;•••

All prices f.o:b. Saskatchewan Delivery Point
• •

Gulf price begins to increase relative to UCL's because it was aSsume
that Gulf would be able to import S=2 production into higher U.S.
market as the embargo is lifted.

Before UCL Marketing Fee .

After UCL Marketing Fee
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. • •

ZOINI- UMMAR!' OFUNDERSTA2.4D/liGS •

...*AS. RECARDS TO THE . • .

MAIN POINTS DISCUSSED AT THE MEETINGS

• . OP FEB. 21 - 24, 1972
.. • • . .

i*
RIVATE SECRETARIAT

PARIS, FRANCE '
•

•

.CONFIDENTIPL. :

11 Companies would provide to the Secretariat appropriate

larticulars of all enquiries, quotations and contracts and of alleliveries under the quota system. The Secretariat would make - •
iegular summaries of this inlormation which would then be provided
p the Members. The Secretariat to have no executive discretion,
put should be in a . position to supervise the application of the
regulations and if a discrepancy is noted, to ask for explanations.

lhe Secretariat should also do market reSearch work.. • . . •
!411 metbers would be looking for possible candidates for the
lecretariat. A temporary organization should be established
3y March 15. Location:, in London or Paris. . . /

. •
1 . . .
Ae suggest that this could be paid for prorate to the quota
jllocations.to the various groups.

ihe criteria for the selction of the Secretariat would be such that
Ihe person in question would be capable of administrating the quota
allocations. .. .. ..

• - - - - • ' ' •. . . .
3he establishment of a • Secretariat should not be given any . :. .
publicity. However, if in due course, any announcement is necessary
loncerning the Secretariat, it should be described as a joint .
„larket research organization. • .

'
lENDING QUOTATIONS - ..
j . • . • • • •.
Following the proposal made by the Policy Group on February 4,

urTnuary 1, 1972 will be the effective date for co7=eme:71-t. of ,,
aerly marketing arrangements. On this basis it is recommendea

that existing and pending quotations be dealt with as follows:*

ales which will count against quota allocations include Spain,
.eckar, Sweden, HE-W., Mexico, Taiwan, Leibstadt and Gosgen
611 Switzerland, Shikoku, Jape°, Kyushu (long term), Chubu and
tiny other business which may show up in the future. Excluded -
'ire Brazil, Westinghouse 1972 delivery for Beznau in Switzerland,
Tohoku, Chugoku, Kansai spot sales 1974-1975 and Gundremmingen
MI West Germany.
U •

. ) ..'•
w e; • ' 1
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With reference to the Spanish contract, reservation was expressed
by the Canadian representatives as to its inclusion and it was
suggested, because of its imminence and large tonnages, some 

.

special arrangements will have .to be developed in relation to the
quota allocations and be decided upon by March 14 Policy Group
meeting. • . .' ° •• • • . . . . . . .. . , . . .

• . . . s• •. • • • • . . .-. • • • • •• . . .
The Policy Group will have to consider the treatment of contracts
entered into before January 1, 1972 which involved on-going sales
to other than utilities during the period 1972 to 1977 included.
.Examples are SOMAIR contracts with Italian and German partners,
the. R.T.Z. Rossing contract 'with Urangesellschaft, and the
Gulf contracts with Uranerz. A clear cut .decision by' the
Policy Group on the above contracts as affecting the quota
allocations will have to be made by March 14.

TERMS AND CONDITIONS •

I. Prices •.-

. ,.•.
At February 3'colicy meeting lines of minimum prices have been
agreed, ou-f-n5i7715-ractical purposes the Executive committee found •
more easy to quote .U303 C.I.F. conversion facil.ity and in order
.to take into account additional charges, it is now recommended
.minimum prices are: •

Years Japan, Taiwan & Xorea ' . .Others -

1972 . ..U.S.'$/lb.. U308 _$5.60 .$5.30.

1973 , , 5.95

.

5.65. • - .

1974 . :6.30. , .
• 6.00.

.
:

1975 , ..-. '' 6.65 6.3$
.

1976 . _ - ,. 6.90- . 6.60-- - • :

1977 .- .:.7.1.5 - . .6.85 . • !.

1978 7.40. 7.10 •

•

.
. .
. •

.
•

• ••
Xn case of quotations .expressed in terms of 1JF6, these prices will

• become U.S. $ par pound of U contained in UF6 delivered, franco
U.S.A.E.C.

Years Japan,.Taiwan's, Norea Others

1975

1976

1977

1978

•

•.

. . . -. ..

..

. •r-. . 4

• 9.50

9.85

.. 10.20

10.55 ...

• 9.15 . ,

.9.50

• • 9.85 ..

• 10.20.

" •

.

..
.

. .•

•

. . A
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I 
. .

These prices include weighing, sampling, 
conversion losses and

interest costs on U308 for 3 months processing time at 
the rate

--,of 81 a year. ,..-.'. . .. . . :-

72. Conditions 

. .• - .

_Standard minimum conditions. for payment are:

95% within 30 days :after delivery-at, converter's facility or
U.S.A.E.C. as the case may be.

' the balance upon final acceptance or within 60 days after the
delivery, whichever is the earlier, provided that if the final
:right is not known within 60 days, adjustment can be made afterwards.

Any other terms of payment which deviate from the minimum will have
7-To take into consideration a basic standard minimum rate of interest
.1cit_8% per year.. ' •

3 . parrency
'- .. .
For any quotations, if not made under the U.S. $ system, they
lould be made out under the par rate existing at the time of
juotation; if a par rate does not exist, then-at the average
of buying and selling rates at that time.

4,-;uotations can be made in either the buyer's or seller's currency
: ..

n U.S. Dollars or in any major European _country.. . . . .

] Fle>ibilit
. .

.011 tonnages, foe initial cores or unspecified requirements:

10% maximum on the contracted quantities;

Reloads: + 15% on maximum on the contracted quantities.

jlexibility fOr.a vL-iati.on'in'tails.assay content. could be 'given
in addition to the above.

1 Lead time for flexibility  condition

Q0 months before the start of any delivery year, the customer
(Just identify provisional delivery months within that year.

OV3.= ''ite,a7-=.cEZIsl nal 
le(12T.T.a7,7rec,1.1-t:hL11=311.

date will have to be fixed within + .2 months from the provisional
r livery month. .
V 

• •- . ••
'. • . .• . - .

In case this flexibility leads to delivery in a.following year,'
'1)e minimum prices set for that year should apply and are to be
,Ionsidered as absolute minimum. •:.., . •
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'Force Madeure.

AY It was agreed that producers would not accept nuclear plant
...-shut down or permit withdrawal or lack of operating licenses

‘• -f• as a force majeure item.
. • •

B)• In addition it was agreed that no one would accept a consequentia:,
• damage clause. 

• .:

It was agreed that no producer would waive a force majeure
condition for any period in order to guarantee delivery.

• 
'Replacement of late deliveries or Rejected Material

• Liability for late delivery would be limited to converters
surcharges in the case of delivery in U308 and U.S.A.E.C. surcharges
in the case of delivery in UF6.

In any short fall or rejection situation a minimuM of one month
should be required to make up the material. If contract
specifications for U308 or UF6 are to be altered, any consequential
increase or decrease in costs to be for the buyer's account.

• •
Taxtion

Suppliers will accept taxes and duties in their own country, but not
in any other country. - : . •
•

'Storage

Suppliers will provide free storage of U308 if there is space
available. If there are any additional costs involved for
storage, they would be for purchaser's account. ,

If storage is required after the agreed delivery date, then full
payment. shall be made on that date subject to adjustment later
on determination of final: weights and assays.

..••
Storage in UF5

• •
- Any storage charges for UF6 would be at the buyer's. cost.

••.Call  Option

No tonnage option will be granted to

Validity period

The maximum validity period for an' quotation shall be 90 days
unless there is a prior agreement to the contrary,

•
• Post-1978 Prices

• "
the consumer. .

For quotations extending beyond 1978 for which prices and pricing
procedure could not be agreed upon by the Executive Committee,
guidance by the Policy Group is requested.
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- r.
. .

-Pending a decision by the Policy Group no member of the group

will quote any price indication after the beginning of 1980.

• WORKING MECHANISM FOR ALLOCATIONS •
• • •

For practical reasonsit is recommended by the Executive Committee

that the allocations to be based on contracted quantities and not

'on delivered tonnages. ••  • •..7. 

-. Allocations to be fixed for a period instead of annually provided

..however the building up of allocations is made-at a uniform rate

'amongst each group To achieve this a leader is to be suggested

• to the Secretariat according to a roster allocation guide line

provided to the Secretariat.

Where.a contract overlaps the quota period, such overlap will be

• taken into account by the Secretariat in designating the group

leader, but will not be taken into account for quota purposes.

It was suggested • that the designated leader for any quotation -

will have the right to go down to the minimum prices, while the

other bidders will only have the right of going down .to minimum

plus 15 cents per pound U303 if the quotation is made in terms of

U308 and to minimum plus 20 cents per pound of U contained

in UF6'if the quotation is made in terms of UF6. . .

It as also realized that pending a decision of the Policy Group

-•,-about group allocations, it is difficult to designate a leader for

':outstanding quotations. In the meantime the consensus was that

• no one will consider himself as a leader.
• . • • • • • • -
1. Uranium producers (other) 

••

• It was agreed that if a producer from outSide the group is quoting

. under, the minimum price, the lead bidder. will not match that quotation

1 and the Executive Committee will meet as soon as possible to review

:the situation and decide a course of action. , •

. .
':2. Fuel, reactor manufacturers, or any other middlemen 

All quotations to this type of organization should be made on the basis

of minimum prices applicable for Japan, • . . • .•
• •

It was also agreed that no quotations be made unless the end use

of the material is known.
•

In making quotations to such organizations, it is recognized that

the producer will have the right to quote direct to the end user.

The above shall not be applied to.effectively exolude any group

frOm an' market. 
• 

" • ••.
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'''. • •-•
:ULFMINSCO TOR ..
) . . •• • ., . , • , (... •

. ....*!; : ••
7,1•IAR OTT .
1TAWA ONTARIO 4/4/72. -

:i12 N M EDIGER • . • • . _
I MOULD LIKE TO MEET WITH YOU IN OTTAWA AT 2:00 P.M. ON APRIL 10,
.0 DISCUSS CANADA'S POSITION WITH REGARD TO URANIUM MARKETING. I.i..':AVE PROMISED THE NON-CANADIAN PRODUCERS THAT WE WILL ADVISE THEM OF
OUR POSITICN BY TELEX ON APRIL II. IN ADDITION I HAVE ASKED
1RANERZBERGBAU CANADA LIMITED TO ATTEND THE MEETING OF APRIL 10.50
4HAT ALL CANADIAN PRODUCERS WILL BE REPRESENTED. I WOULD SUGGEST
THAT YOU BRING YOUR-COUNSEL WITH YOU AS THE LEGAL ASPECTS OF AN
41RRANGEMENT WILL BE AN IMPORTANT AGENDA ITEM. THE MEETING WILL BE
JN OUR BOARD ROOM AT 5E5B BOOTH STREET . . -• .
.• MR J AUSTIN DEPUTY MINISTER. ENERGY MINES AND RESOURCES '
VAR OTT. . •

• ..:. • •• 

;*
41JUMIiISCO:TOR , • .' - „

3. . .'...
., . ' .. :; .1.1 • - .

. i. : ..- :. •

' :•', .•;... • . .. '4:- .
• • • - ,., ..

.; .'..: •... . '...

• Al-ZJA,,,,,,„);-)

'••• •'
..• •• .

e" •

. •. : .."
liE HONCURARLE DONALD MACDONALD WOULD LIKE TO MEET WITH YOU AND
'ANY OTHER OFFICIALS OF GULF MINERALS YOU FEEL WOULD BCAPPROPRIATE
0 HAVE THE BENEFIT CF YOUR VIEWS ON THE PRESENT URANIUM MARKETING

1 TUATION. THE TIME AVAILABLE FOR THE MEETING WOULD RE FROM 3:30
'10 4:0.0 PM ON THURSDAY MARCH 23 IN MR MACDONALD'S OFFICE IN THE
MOUSE OF COMMONS. COULD YOU PLEASE ADVISE WHETHER IT WILL BE
IOSSIELE FCR YOU TO ATTEND AND INDICATE THE NAMES CF THE PEOPLE .
..A0 ',ILL EE ACCOMPANYING YOU. . .. . .

G M MACNABB ASSISTANT DEPUTY MINISTER ENERGY

1 ENERGY MINES AND RESOURCES : , ': • .-
.-5 AR OTT . ,• -
• .

TLFMINSCO TOR

: N

,

TAR OTT
jTTAWA ONTARIO 21/3/72
AR N M EDIGER .
TLF MINERALS •

•

_

ASSISTANT DEPUTY MINISTER ENERGY,
UNERGY MINES AND RESOURCES, OTTAWA

•

• .

JN RESPONSE TO YOUR TELEX 21/3/72. I WILL BE PLEASED TO MEET WITH
.1 OUR MINISTER, THE HONOURABLE DONALD MACDONALD FROM 3:30 TO 4:00

ti ON THURSDAY, MARCH 23 IN ORDER TO -PRESENT TO HIM OUR VIFJ.'S WI:111
JESPECT 'IC THE PFFSEN1 W.AN1UM MAFKETING SITUATION. I WILL DE .
-:1:-.C(;..rrIFD IT R N Z F1NY, CCONSFI. 10F010 P.M', MR f:CCU, K ALLEN,

......ENERAL COUNSEL, CULF MINERAL:, CANADA LIMIIED,•DENvER.

•••

. ' .

M EDIGER
'COLE MINERALS CANADA LIMITED

;..
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Attachment I'M. 

:•.

FILE NOTE 

1AilADIAN URANIUM PRODUCERS MEETING'

: •, OTTAWA, APRIL 10, 1972 
•

On April 4, 1972, we received the foliowing Telex from Mn J. Austin,
-

Deputy Minister, Department of Energy, Mines and Resources:

'Mr. N. M. Ediger
•. .

"I would like to meet with you in Ottawa at 2:00 p.m.,
on April 10, to discuss Canada's position with regard •
:to uranium marketing. I have promised the non-Canadian
producers that we will advise them of our position by

:Telex on April 11, In addition, I have asked
•::Uranerzbergbau Canada Limited to attend the meeting of

April 10 so that all Canadian producers will be repre-
sented. I would suggest that you bring your counsel
with you as the legal aspects of an arrangement will be
an important agenda item. The meeting will be in our
.Board Room at 588 Booth Street.

" :."Mr. J. Austin Deputy Minister"
, .

The meeting took place as scheduled at 2:00 p.m. •in the Board Room, Department

of Energy, Mines and Resources, 588 Booth Street, Ottawa. In attendance were:
. .

t) Austin ...Deputy Minister, Energy, Mines and
. Resources . • . . .
* 'President, Uranium Canada Limited

. M. MacNabb Assistant Deputy Minister (Energy),
• Energy, Mines and Resources
Vice President, Uranium Canada Limited•

Specia) Advisor - Uranium, Department
• of Energy, Mines and Resources .

President, Eldorado Nuclear Limited ,

. President, Denison Mines Ltd.

J. C. Runnalls

W. N. Gilchrist

J. Kostuik
... •

-• !," ,-Director of Engineering, Denison flines Ltd'.
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might serve some Useful purpose. At this point Mr. Austin. presented the fol-

lowing agenda.:
• • .

• Discussion of legal aspects of prodkers' arrangement

. Period of arrangement .
- • •

. Assessment of available markets
•

4. -Market allocations required

•:. A. for Canada :

B. for each existing Canadian producer
• 
. 5. Rabbit Lake allocation

• •
Protection of existing contracts and captive markets,
. Canada and United States markets excluded

• ••

,
. .Attendance at April 20-21 meeting

• • • •. -
The agenda was not followed in the order set forth but will be

order in which it was.discussecr.•

.• Policing of arranemeni

. Discussion of possible Telex to other producers

•
summarized in the

• -

. .Period of arrangement
,., • •
The period of the arrangement as discussed to date would be from the• • • . •.•:

•
date of the arrangement to •December 31, 1977, It was pointed out that a

.• view had been expressed by some producers that the arrangement should be

extended to the year 1980. Mr. Austin and Mr. Kostuik's view was that arilan;e•

• ments'should not be extended at this time, but the producers should remain;

. flexible with the thought that if circumstances should dictate, the arrange-

pent could be extended at a later date. One of the devices offered by the• •••
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foreign producers was an offer to give Canada additional allocations

, for the years 1978 and 1979, if such an extension was possible.' Mr.

•,. Albino expressed the opinion that Rio Algom was not opposed to extend-.

•..ing the period and thought this matter should be pursued. If extended,

. the total world demand for this period was estimated at 44,000 tons. of

• which Canada would receive 10,500 tons. It was pointed out that, all

• producers would be free to compete in the United States and Canadian

•.markets. The problem was discussed as to what happens if the United

.States' market opens during this period, but no answer was arrived at

• in the Paris meetings. An additional problem is: what if the bid calls

for deliveries beyond the agreed period? It was recognized that this

could produce a strange result, as it is obvious that a prodLicer 'could

meet the agreed price for the period of the arrangement, but sweeten the

:arrangement by lower prices after such period. No further discussion was

• . held as to ho: this might be corrected. One possible solution was that no

producer would quote prices beyond the fixed period Of the arrangement.

. Assessment of available markets

At. this point it was stated that the figure 26,000 tons was a gen-

erally acceptable estimate of the uncommitted world demand to 1977. This

figure, of course, is only important as a working number inasmuch as each

country would be allocated a fixed percentage of the world demand whatever

the same may be for this period.

and 5. Market allocations required - Rabbit Lake allocation

The other world producers offered Canada a 31% allocation or approxi-'

mately 8,100 tons fpr the period. Translating this to the existing

-4-
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—situation .4,500 would be subtracted by reasonof the Government-.Denison

- 'Spanish sale. In Paris Rabbit Lake's capacity was treated as 5,500
.. • • . .
::.tons of which .3,200 tons was regarded as coMmitted to RWE, with the result

• that 2,300 tons of Rabbit Lake would be regarded as uncommitted, and.fur-.

....'. 'the:* subtractirig. this uncOmmitted amount from Canada's allocation leaves
• • - • • • ' - -- —_

1;300 tons to be shared by the remaining Canadian producers. Rio Al§om,

•'Denison and Eldorado Nuclear are in agreement tat this allocation is

•:unacceptable and they will not join unless it is increased, Their goal

ts•to increase their allocation to 3,000 tons, but indicated they would

accept 2,500 tons to be shared 371/2% each by Rio Algom and Denison and

:25% by Eldorado.

• This led to a request for Gulf to state its•position, at which point

. —Mr. Ediger stated that Gulf was in a special position by reason of its

:right to require UCL to purchase its share. Accordingly, Gulf suvAsted

• ,:that'UCL *should state Rabbit .Lake's position. •

:Kegel pointed out that the assumed 5,500 tons capacity for Rabbit

.Lake was erroneous in. that the General Work Plan attached to the Agreement

,of December 30. 1970, clearly states that Rabbit Lake capacity .will be• •, , • . . . • . .. ,
.6,190, with the result that instead of the 2,300 tons uncommitted figure

used in Paris, the correct amount is 2,990.

• .Kegel's injection of the 6,190 ton figure resulted in strong co:=ents

• from the other Canadian producers that. Rabbit Lake's productive capaeity

was at this point solely on paper with the result that Gulf and UCL had con-

siderable flexibility to. alter it either by deferring start-up or cutting

• back the planned -rate of production. Kcgcl countered with the argument that

-5-
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either course of action would seriously alter the projected
 economics of

;,.:.the project. However, Kesel did indicate that subject to managcent

.:-approval of both Gulf and UCL, a sales allocation of 5,50
0 tons might per-

..mit the Rabbit Lake project to proceed: Further discussions of market

• .. •

:-allocations were deferred while brief discussions were had
 on Agenda

items 1 and 7 as hereinafter set forth, after which the 
discussions continued

:with a combination of Agenda items 4 and 5 relating to Ca
nadian allocations

and the Rabbit Lake allocation. Mr. Kostuik again asserted that he failed to

'.see why Rabbit Lake would not benefit by either deferring 
or cutting back pro-

duction in vieW of the fact that the arrangement would r
esult in hisher prices.

Mr. Albino stated that if Rabbit Lake held to its present positi
on of 5,500

,tons there was *nothing further to discuss as Rio Alva would. not. comple
tely

remove itself from the market for this five-year period in 
order that the

1 desires of Rabbit Lake producers could be attained. It was also stressed

that Canada would thus be asking other world producers to g
ive up a total of

.1,200 tons. A recess.was .requested by Mr. Kesel at which time the Gulf and

.,'OCL representatives met to consider the suggestion of Mr. Phllips that Rabbit
, . . •. .

Lake agree to reduce sales from the 5,500 ton figure to 5,3
50 tons. When the

'meting was reconvened, such position was advanced by 
Mr. Kesel subject to

' approval by the management of both Gulf and UCL. 
The proposal was not well

received as it would require other worl,d producers to give 
up 1,050 tons, but

in view of the lateness of the hour, further discussions were 
direCted to

.item 8 of the Agenda as hereinafter set forth.

. Discussion of legal aspects of producers arrangement.

Mr. Austin opened discussion of this item by pointing Out tha
t the
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•..Canadian Combines Act.is very 'vague with the result thatit .C.in be interpreted

many ways; that in his opinion it was not intended to cover: the situation

contemplated by the arrangement under discussion, but that admittedly .a Court

, ;could later determine that it was 'applicable. He further stressed that the. .
:1 Cabinet is in favor of the arrangement and •believes it to be in the best int-.- ••-• ••• • • •

erest of Canada for the five-year period under discussion. He further stated

that the Canadian government wanted to leave it to each producer to determine

*.the legality of the arrangement. At this point, Gulf inquired concerning the

opinion that was to be obtained from the Minister of Justice as to the legality

:of the arrangement under the Canadian Combines Act. Mr, Austin replied by

stating that an opinion had been obtained from the Director of the Combines
,•. -.•investigative Branch that the arrangement is legal as it is presently under-

:Stood by the Director but that it could later become illegal if orders have ,to
•. • .•

•,:'be. declined by Canadian producers as a result of the arrangement. The reason-

ing of the Director is .that Section 4.exempts arrangements relating only to

• exports of articles from Canada unless such -arrangement also falls within Sec-

tion 5(a) and is one which is likely to result in a reduction or limitar tion. of

the volume Of exports. As the Director interketed the word "volume" to refer

Io .quantitY,.his reasonhg was that a.later new order submitted to a Canadian

producer which was rejected solely because of the -,arrangement would result in.

a violation, of the Combines Act. • Mr. E.stey stated that in his opinion the

Director was in error in interpreting the word "volume" to.mean solely quantity

and considering the purpose of Section 5(a) it should be interpreted to mean

"economic volume" and if so interpreted, the arrangement would result in an
increase in the dollar value el Canadi.an exPorts. and consequently would not
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Tr

violate the Combines Act. Mr. Mullin and Mr. Sherriff apparently con-

curred in Mr. Estey's interpretation of the Act. .

•Both. Gulf and UCL advised Mr. Austin that their participation would
• .

.'be dependent upon a determination that it would not result in violations

; óf United States' or. German antitrust laws.. 4r. Austin countered as he has

done in the past when Gulf raised this point that both Gulf and UCL are

. Canadian corporations operating in Canada and are accordingly subject to the

• laws of Canad> He again stressed the Cabinet's desire for the producers

• .to implement the arrangement without the necessity of direct government

.implementation such as creating a uranium 'marketing board. However, if

..- government implementation proved necessary he would advise that he felt sure• \.

.that it would be considered by the Cabinet, although he was not in a posi-

. .tion to predict what course of action would then be followed. Mr. Austin

.sadvised that a formal declaration would be sought from the Cabinet (with

the Minister of Justice present) that the arrangement is in the national

interest of Canada.. He further stated that -an opinion would be obtained
•- •

-from the Minister of Justice as to the legality. of the arrangement. insofar

• .as the two Crown companies were concerned. After so obtaining a more offi-

cial and definitive definition of the Canadian government's position, he

stated that Gulf and UCL would be directed to participate in the arrangement

...if the ,other Canadian producers acquie;ced in being so directed. Eldorado

and Rio Algom agreed that in such event they would be willing to be.so directi:G.

Denison's agreement in this regard was given halfheartedly and with some reluc-

...tance. Neither Gulf nor UCL were given an opportunity to agree or object to

. the Canadian government's direction to participate in the arrangement:

-
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Policinb of arrangement

• 
... • Mr. MacNabb outlined the general 'nature as to how the . arrangement

would be implemented by stating that there would be i permanent secretary

who would keep track of all contracts and advise who would be the leader

Y. with respect to any forthcoming demand, and would in general maintain the

::arrangement. If any producer overfills its quota, he would have to buy

:..from another to balance such sale with his allocation. All companies would

'file particulars, furnish'inquirj from buyers ancrother information with the

secretary. The question was raised as to whether there would be a contract

between the world producers and it was stated that such had really not been
•

. discussed.. It had been assumed there would be a document, but as to whether

it would be signed no decision had been reached. Mr. Phillips inquired if

Mr.* MacNabb's notes regarding the policing of the arrangement would be avail-

able to other producers. Mr. MacNabb stated that he would furnish the same

on request. Mr..Ediger. subsequently obtained a more comprehensive descrip-

tion of the manner in which the arrangement would be implemented which had

been prepared by a drafting committee among the world producers.

. Discussion of possible Telex to Other producers

;Tr. Austin polled the Canadian producers with the exception of Gulf

2 and UCL as to what should be the Canadian's response concerning the proposed

meeting in Paris on March 21 and 22. Mr. Albino stated that all of the

Canadian producers appear to be too far apart; that Rio Algom would still be

willing to go to Paris and voted to go even though it meant that the Canadian

producers were asking the rest of the world to give up approximately 1,050

tons. Mr. Gilchrist stated that in Eldorado's.cOnion,.we must havc.;.the next.

-9-
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but that he frankly saw little tope 
of success. Mr; Kostuik Was

jf the view that Ca
nada would be breaking faith with the other 

world pro-.

v..cers unless it. first apprised them of the new facts that
 had been

Arieloped in regard to Rabbit Lake, and. t
hat all of the Canadian producers

. . .

.xuld offer was a o re-duction of 150 tons. He felt that after making this

. .

sisclosure Canada should inquire as to vi
hether there. is any basis for a

f,rther meeting. Kostuik felt that by so apprising the othe
r 'producers.

vid getting their reaction as to wh
ether they would be. even willing to hold

fJrther discussion, at least some of the onus
 would be placed on them for the

trtakdown of discussions. At this point, Mr. Austin prepared the following

Iraft of a. Telex:.

"CANADIAN PRODUCERS BELIEVE MEETINGS SHOULD PROC
EED

APRIL 20 a.nd 21. DISCUSSIONS IN CANADA SHOW DIFFI-

CULT POSITION OF CANADIAN PRODUCERS BECAUSE GULF-UC
L

PRODUCTION LARGER THAN PREVIOUSLY KNOWN WITH 
2990

' • TONS PROBABLY IN MARKET RATHER THAN 2300 TONS.

"IT APPEARS TOTAL DIFFERENCE BETWEEN CANADIAN AND

OTHER PRODUCERS IS ABOUT 5% OF TOTAL ESTIMATED

MARKET IN THE FIVE-YEAR TERM. ISSUES ARE SO VITAL

TO ALL THAT A FURTHER EFFORT SHOULD BE MADE TO

BRIDGE THE GAP." • •

,R. K. Allen

-10-
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iN AF, OTT •
011/0.A ONTARIO. .4/2/7

• • •. .

cvliMINSCO TOR
•

. .
rsAR OTT
CITAwA ONTARIO 1 4/4/72
N s (DICER

FROM TARANGER OF URANEX HAS CCNFIRMED THAT APRIL 20 -.21
5..ETINGS WILL WE HELD IN rARIS STARTING Al IU:30 A.M. APRIL 20.
,* :CU KNOW, THE CANADIAN GOVERNmENT ENDORSES. THE PRINCIPLE OF
• AN ARFANCF;,ENT AS IN THF NATIONAL INTEREST AND WILL LOOK

• t.z55 GULF MINERALS CANADA LTD AS A CANADIAN PRODUCER TO TAKE
.• 7%3RY REASONABLE STEP TO ENSuRE COMPLIANCE. PLEASE CCNFIRM THAT

CCP.PPNY WILL EE REPRESENTED AND LET ME KNOW THE NAMES CF
tz•LiRo TWO DELEGATES ET TELEA. A SIM/LAR MESSAGE. HAS EEEN SENT TO

ZAEFTNER CF URANERZ CANADA LTD
J AUSTIN DEPUTY MINISTER ENERGY MINES AND RESOURCES
TT OTT • 

• :•
z.,..,LFMINSCC TOR

* • •
• OTT

• •

.i,...1,,MINSCO TOR
1972

• . •
▪ tIDENTIAL .

, J AUSTIN, .0EPUTY MINISTER' ENERGY MINES AND RESOURCES, OTTAWA

▪ HAVE ADVISED THAT 11 IS IN THE NATIONAL INTEREST OF CANADA.
-eS GULF MINERALS CANADA LIMITED IC WE REPRESENTED AT THE PARIS
:.:ETING OF PRODUCERS, PLEASE EE ADVISED THAT PURSUANT TO YOUR .
•,RECTION, GULF WILL EE REPRESENTED ES N M ED1GER AND W Z ESTEY.
: MUST FE STRESSED THAT SUCH REPRESENTATIVES' AWILITY TO ACuUlESCE
▪ BEHALF OF GULF TO ANY ARRANGEMENT WHICH MAY WE ACCEPTAELE TO
::ER PRODUCERS DETERMINED 10 EE IN ThE EEST INTEREST OF CANADA.
• FE CONTINGENT UPCN A suESE6uEN1 DETERMINATION THAT THE SAME
ZS NOT RESULT IN GULF VIOLATING ANY APPLICAFLE LAW ON RESTRAINT
S COMPETITION, AND FURTHER. 11S ACCEPTABILITY TO URANERZ CANADA
:.:MITED AS CO-OWNER OF RAEEIT LAKE.

• EDIGER
•:;..NAGER, CULT MINERALS CANADA LIMITED
'ULFM1NSUO.IVR .

-MAR OTT
'.'1TAWA ONTARIO 14/4/72
IN EDIGt.R •. HAVE BEEN AUTHORIZED BY CASINE1 70 ADVISE YOU THAT THE:ANADIAN GOVERNMENT IS CONCERNED WITH THE UNSTAELE SITUATIONTi WORLD URANIUM MARKETING., HAS FOLLOWED CAREFULLY DISCUSSIONS.AMONGST WORLD PRODUCERS.. IS PREPARED 70 ALLOW URANIUM CANADALTD. AND ELDORADO NUCLEAR LTD. 70 ENTER- INTO AN INFORMAL,ORLD PRODUCERS' ARRANGEENT., THAT IN ORDER 70 EE WORKABLE,ALL CANADIAN PRODUCERS SHOULD rARTICIPATE., 70 ADVISE YOU,AS ALL EXISTING CANADIAN PRODUCERS HAVE PROPOSED TOPARTICIPATE IN SUCH AN ARRANGEMENT, AND THE CANADIANCOvERNMENT IS CF THE OPINICN THAT SUCH AN ARRANGEmENT WOULD/-E IN THE NATIONAL INTEREST, YOUR COmPANY IS REOUESTED TOMAKE EVERY EFFORT TO ADHERE 10 ThE COxmON TErmS.
D S MACDONALD MINISTER ENERGY MINES AND RESOURCESFMAR OTT 

. - ,

CULFMfNSCO TOR
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• A ttachme.nt #6

. • .
•.•.• •

12th July,. 1.072

Mr. $C) C. Runnalls,
.• Senior Adviser, Uranium and
Nuclear Energy,
Department of Energy, Mines and Resources, •

588 Booth Street,
Ottawa Ontario • •

. •
.• Dear John,

-Eliclosed please find my notes on the recent Operating

• Committee meetins in Cimnes on July ei and •7. Mario de Dastiani and

. 1 agreed that I Would prepare and distribute these to Canadian Group.

.. members. If Mario finds any errors or omissions he will no doubt so
• . •• • - • . •

•
• Mario and I suggest that there is no compelling need for

another meeting of the Canadian Group in the immediate future to•dis-
. cuss the Cannes meetings. However, if you or.anyone else desire a:meeting-

...it can doubtless be arranged. 0

:.•

• 

• -You will note that in the Committee's approval of the
Secretariat's budget proposal, \VC agreed to a working capital floor of
FP 50, 000, of which FE 1.3,,500 is due from Canada and requested before

-.July 31. May I take it that;you will makc;Ahis remittance and recharge
- the individual companies for their portions?

Sincerely,

1 1\-Cri••••;(--'(.'"- •

cc: Messrs'. M. de Dastiani (Denise), 'J. C. Burger (Eldorado)
• ''•• 'N. M. Ediger (Gulf), Vii. E. Kogel (Uranery. Canada)
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Note to File: U-Mnrketing -•Agreements-
• • .

Meeting of Operating Conimillee —Can'nes, July G, '7, 1072.

Present: Michel lloudnille ' (Uranex)
-• ..Philippe de Penanros• ( ". ) • •.

7Anclret Petit . (C)A) _.,
. ...-; .Reginald Worrall. (NUFC0R) .

..,..:'.: William Lawrence ( !' - Director)
... Barry Llbyd (Peko EZ) . , ••...

. •
P.t:Cer Stork • • , (QML)

• .Mario dc Bastiani' (Denison)
• 

.Alan Lowell (Rio Algom)
' Louis Mazcl' (RTZ)

Prance Millet • (RTZ)
..

•

1. Secretariat Organization and Budget

In private discussion and 'at the meetings Andre' Petit made a
good impression. is-in his forties, educational background - political

• '.: science, economics' and law. Present position as personal assiStant -
to Goldschmidt,. director. of CEA, on international affairs, including
Euratom Treaty, safeguardS,. and international relations in gaseous• 
diffusion technology.. He speaks and understands English well. .

• •
Agreed' that Club would •makb use of Petit's services on an interim
riasis,—subjecttureview early:in.1.073, and that the facilities of CEA
In Paris would•alSo bemsed as-a:locale for the secretariat. From the

• security aspect.it.was•thought.convenient that Petit would be "buried"
In the large CEA.110..building.:. . .• •
- • • • • •
Agreed 'that Petit- would 'move to a 'completely independent office
within CEA, and; administratiyely, would come under a wholly-owned
subsidiary of •CEA—ZSO-ciote' d'.Etudes et de Recherches d'Uranium

. • ••
Petit will continue to work'part-time only for Goldschmidt, eliminating

• some (This present responsibilities and retaining only those relating
to Iuratom and gaseous diffusion relations (which are related to
uranium). On thiS'basis•CEA had offered to conti»ue to pay his salary,
all other- expenses. of the - ecrotariat being rechargeable to Club•
members. Agreed we would review early in.1073 desirability of the
Club being responsible also for Pelit's salary, or an appropriate portion
thereof.. .

. •

4
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..... _
"7-Petit submitted an approximate annual budget (copy attac•hed)

...; less his ov:n salary, to be shored by the 5 Groups according to

?-.. Ilic)ir averavx quotas for the rotal of the 2 periods throut..ii 10‘,0.

....'-; De also requested an advance of Fl.' 50, 000 by July 31 In cli:en

. • .. operNting exponNes followin commencement of °per:1(in:: of the
j...fiecretariat. For comm ws wit meet it as agreed that m :4ember 

would continue to pay their own travel and hotel expenses and that
• .the "host country" members would pay the bulk of other local
:expenses. After discussion, Petit's budget was approved. .

.. . • • • • •• • .•
•...In discussion on procedures for. communications with.the Secretariat,
- it was agreed that: ... . ... ..

. • • -. . . -
. (i) . that Petit Would lie directly responsible to the Operating •

Committee, and'not•to CEA, on all Club matters;

after discussion on the relative merits of appointing a
'cliairman.to the Operating Committee for Secretariat

• - reporting purposes. versus reporting to the single
reporting centre.of each of the 5 Groups, that reporting •

%would be to the 57Groups, on a trial basis. The argument
• . for this procedure is that modern communications should
:enable it, and in any. case, if there were a chairman, in
• Most instances he could not resolve issues without referring.
• to the others;

• • • • '
Mil that the Secretary will he responsible for redistribution

la information receiVed from individual members, who will
normally not cop7 information to the others. If they should
needto do so they should indicate to the Secretary in their

1•• coi»munitation to him that they have so copied, to avoid.•
••:: duplication of:mesSag9s and effort. •

• • . -. •-.• -• .

• (iv) that Operating. Committee members would make a point of
• adViSing their own secretaries always where they can be

••••- rocateffif 'they are:away:from their offices;
• • •

Petit hopes to.haveshis own telex at CE/c, for Secretariat
use,. in about a month... Meanwhile members should
communicate totle Uranex telex, attention Mr. Petit.
Otherwise, Mr. Petit's •CEA location is: -

• Mr..Ahdre' Petit, . •
Sociege' d'Etudes et de Recherches d'Uranium,

• c/o Commissariat a Atomique,
29-33, .Rue de In Fe'd6ration •
Pari:::•XV • .(telephone 27340-00 ext. 54)90)
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Private address: ...

.• •
• 39 Avenue de Dreteuil,

• Paris VII

(private telephone 783-'72-92)

• .
• '

Also agr.Ced that the Secretary would take minutes of the
peelings of the Operating Committee, but that the distributed

• ' version to Committee members would be brief, informal,
•:Without signature, and containing a summary of decisions made

• • only.
• .•

2. Specific Issues Raised by Canadian  Group

Proposal:made.on benalf of Gulf/IJEBG that the 1,000
•• •;t..p..a. 1978 through 1980 for RWE business outside the

Canadian quota should be considered as 3, 000 tons total
• for the same period; irrespective of the actual annual
amounts sold to•MVE.. This was.tgreeci to. •

• • • . • • •
Proposal:that the same rules applying to offers made

..respecting deliveries prior to 1981 (outside the pricing
,:rules for post 19'18 delivery years which have already

. been defined) should apply equally to delivery years after
1980 in offers involVing "overlap" deliveries before 1981
find after 1980). It wis.agreed that this was the intent of

-; the parties, and That it fihEifir be incorporated in the rules
(by way of.the.Secrelary!s.minutes of the Cannes meetings).
. .

• CHO Proposednat the ruIes should specifically provide that
.offers and'contracts be left "open-ended" as regards
•ori•gin of uranium, so that tonnage could be switched among

• Club members if quotas were exceeded or if anyone got too
• far out of line (also to facilitate joint supply in large

contracts). NU FR thought the principle had always been
•i'mplied: The: Australians advised that they would probably

• find it difficult, as new producers, to adhere to it as their.
• buyers, when the Australians were lead bidders, would

probably want assurance as to specific source of ore. They
-.• would consider the proposal in Australia. Otherwise, ij was

agreed that members would Use beSt efforts to avoid defining
source. • • .

-4
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3.: New I3usiness Concluded Since January I, 1972

Memberi; tabled details of new business concludedsince
January 1, 1072 for inclusion in quotas, including prices. This

•. data is given in on attachment hereto. Most of the transactions

..Were already known to members, but 2, by QML, arc new.

• The new business tabled in summary

.
- • RT3-1<yushu

.
, .
-- 2; 700 s. t. 1.1308,

.

1977 through 1986
. •

NUFC012-:Kyushu •— 900' 1977 " 1985

is-- 2:;•poo: 1977 " 1986
..-

Ranger-Kyusliu•

.'QnriL.- Kyushu 11— ripoo 1917. " 1983

..• . (i)
. . •

NUFC0R-Chuliu• 1;*: 1975 • 11 1978

. QML-Chugoku
•Inev)

11.500: 1976 1,. 1985

• :
• '7:77:

Other points arising out of this discussion were: -
• . •
PeterStork.of .QMI..reported that the Australian

;!. •• • _Government his-not yet approved any of the recent
• Australian contracts. As they are all at pre-club

..pribes there is somerisk they will not be approved,
hence will be renegotiated or cancelled. While

the fiiture - Australi.an producers would like to force
the. Japanese to pay the higher, club, prices, as a
result ortheir own GOvernment's intervention, they
are.in.fact putting pressure .on the Government to

• • approve them on Moral 'grounds and in order not to
•• spoil the indOstry!S reputation in the eyes of the
• Japanese right from the start.

•
• (it) Peter Stork further.advised that the Australian

• Government has informed Proud that it wants 'price
,..:renegotiation provisions for all deliveries after
•1980. ).?Urther, the Australian Government will only
•consider contracts (for approval); not letters of intent.

••
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." (I I i )• A long, tedious, and rather acrimonious debate took
' • • piacn on an issun raiscd IV1:1;•.(1 of IZTZ.

Mitaohishi, the PT./ Group ar,ents in Japan lutcl,
according to I., I:; Mazcl, accep:cd 200 tons of business
from Chubu in each of thc years l On and l070 at prices

•3

i.equiv;tiont to the previously nec;otiatcd 1,11.1FCOR prices to
• Chubu. (1J. S. $0. 05 and 20 CIF Springfi ds
..respectively), without specific R.TZ sanction. :Louis

'•••-. Maze], while not endorsing Mitsubishi's action, felt that
for a wide range of reasons affecting RTZ IL was desirable.
to7Vpho1d 'Mitsubishi in this one specific instance. He

.-.:::.tliarefore pleaded with the committee to allow this trans-
:action to go through. Other members felt strongly (parti-

• eularlji.the French and South Africans) that this would be
most undesirable precedent. In the end, a compromise

• solution was found under which RTZ would reduce the
sala to 100 tons in each of the two years and accept a

• nominal."penalty"*for infringing Club rules amounting to a
5% addition to the total amount (10 tons) to be deducted from
the RTZ quota on the further understanding that such an .

• event would•hot be allowed to re-occur. Michel Houdaille
2.01-1MANF,>: pointed out that they had been offered 3.„ 100 tons

•of 'Chubu business on previous NUE'COR terms, had refused•
••• it,. and 'would continue to do so notwithstanding pressure

from their agents Nissho-lwai. • Houdaill 1..c no...11eyed that the
• -4apanese.trading:companies would continuously Manoeuvre to

tiyto.upset the Club'arrangements: •
' •s •

(Iv): RelatiVe•to the problem of equalized pricing, NUFCOR and
" .11RANEX:repeated their original objection to the RTZ method

of quoting \VMPwith i fixed floor. Louis Maze]; artsued
again that is a•new producer RosSing needc•cl a floor stated for
purposes of its.bankers. The others-argued that this would be
more tolerable if. the floor 1».-ibewere escalated annually on some
reasonable bisiS. . Lbuis -Ma.zel said he would try for an escalated
floor price in subsequit offers.

•
c(v) ..(Erom the discussions it emerged that the Australians have

• not yet resolved among themselves how the Australian quotas
will be split Upinternally,‘, For example, Peter Stork
mentioned that out of the first period 4, 120 ton Australian -

• quota, QML had so far only been allocated 200 tons. Harry
• Lloyd mentioned also that all centracts made by Ranger will

be split equally between PEKO and HZ for tax reasons.

•

4

I.
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4., • Current Offers Out   .

O.) .SSPHSwcclen •. . , . . .
. •:

'•••• *Michernouclaille confirmed that the Swedes have told
. • :.:Uranex they will not make a decision before August

Of then). Actually both French offers (for different
, tonnages) expired on July 1, and a renewal has not so

•••f•.:: far been
follows;

•

.•

requested.

'S. T.. 1.1308.

The 2 French

U in UFG

offers made are as

.• •

S. T. U308

.•

U

1975 400: U. S. $19.18
• 197G 870_ U. S. $20.05 •370 U. S. $20. 9.
'1977 900. U. S. ,-;20. 95 400 U. S.$21.
•••• 1978* 580' U. S. $21.90 85 U. S. $23. C.
. 1979* 500: • WMP

1980 • 500:
1981 500: • .

• 1982 500:
1983 500.
1984 500' :.. •

• 1985.. 500*

they ,have firm prices from one supplier through
:*•1985.* They .prefer to buy at fixed prices. Philippe de T'cnanros

• 'still believes the •Uranex offer for the large quantities is the
•.best. • 11.: Worrall believed that both WestinghouSe and GE

.....:•comliined.would have nothing like the quantities required by
SSPl3 through 1978.\ Lbuis Mazel reported that Commonwealth

:'Edison had requested of taz the right to resell contracted
MKU uranium to a•reactor Manufacturer. This had been refused

Di 'Salvo .of Westinghouse had told Mazel that no U.S.
material'is on offer in Sweden,, despite U.S. Eximbank financing,
because V. S. uranium is too expensive.\.„

•
• Insofar as any conehisions can be drawn now, it was fell

there was a chance the Swedes were bluffing. it was also
recognized that they do not hav'e to make a decision now and

• that. they, might be willing to gamble that the Club arrangements .
would break down. • Alan Lowell expressed the view that the

. Club could well be in for a "war of nerves " for quite
with pile business being clone in the short term as there were

**. •
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_..;._ no substantial new needs requiring delivery.much
• •-• before 1975. Strong buyCrs, lil:e SSP13, might well be •

',.-.....- tempted ,to wait in the hope of nev-/ cieveloimlents favourable
..„-to them.', ....

•• Michel Houdaille offered the comment (warning) that
Westinghouse might look for a joint venture arrangement
starting in 1980, and then go to the market for advanced
deliveries: .

Germany -

By prior arrangement NUFCOR. and RTZ are'o(fering
independently with a view to splitting the business: • The
proposed 'sharing arrangements are fairly complex, but
the two offers-were tabled as follows: -

..Achlarnequitements•
u3pi,;)

RTZ Prices NUFCOR Prices

1976 .. 740: U. S. $6.65 c. i. f. French U.S. $6. 61 c. i. f .Sprii.,
. port

1977 U. S. $6. 90* . • U. S. $6. 81*
.. 1078 -.. U. S. $7. 20* . • . • U. S. $7. 12*
• 1979 210 ••••• 290 Plus escalation on 1978 price
1980 210: -7290: . subject to ceiling of 5% p. a.

• •••••••' .
• * il any deliveries 'are :delayed from 1976 .

.

•
-RTZ has.aetually offered 150- 200 tons 1976, and 100 t.p. a.
1978. through' 1981; and would accept 150 - 200 tons from
-NUFCOR, if.NUFCOR gets the whole business.

The RTZ offer expires July 31. The NUFCOR offer expired
on June 30:

Both groups Wave alSo offered UFG as an alternative, as.
fbilows:

•RTZ NUFCOR .
($ jcgIf UFG) , ($

•
1976 20.30 ••• : 2O.1
1977 21.10 , 20.02
1078 22.3.0 21.64.

4
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••.'•Alan l.cei1 tabled the outslandi»g offer to HEW
pi C' iou 1Y rCpOrtCd to hiin by Afi follows: -•

1.-•• •• .
.•:••1976 U.S. $G. 65

• 077 U.S. $G. 95 .
11i78. U.S. $7.20
•• • . . •

*7-...117••(.1 offer is still outstanding. The Ca»nclians
• :•••. ,-tiverelli•T requested to confirm to the Secretary the

expiry date of the UEI.IG offer and that it would not be
renewed, as the AlErIG prices are dangerously close

those of NUFCOR/RTZ . •
. .

• • •. • '• . :
tabled the Uranei offer to HEW as

• f
• •,

Uranex.
•
1.976 • U. S. $6. '70 c. i. f. converter

•• 1977 • . U.S. $6.95
• 1.978 U.S. $7.20 • • II

gave the opinion that IIEW is in no htIrry. Thrly
asked Uranex and Ranger to reduce their

••• —.• prices below $6.06 (both refused). The reactor itself
not'ypt-,ordered. . He felt HEW will let all offers

••:. expire and•lhen ask•for new bids. •New bids macle would
,•:••of• course then be .at the Club .prices..

. • •

• •

'Potential*New ,B118MCSS
••••

•

•

The only potential 'new bbsiness involving offers in the near to
appears to exist and which was discussed

• .:A.-st•••:.lel',•;;;::i.e.:".cives•from Yugoslavia and Taiwan, both difficult and
• unusual markets. • •. .

• • • •
The '5:rugosv requirements are about 455 s. t. U300 1975/6 and

. about 108 to 3983. Offers have been requested by July
20. Gulf have advised that there is already keen competition from
Westinghouse and IMrq (Germany) based on reactor plus fuel for first core

• (probably turnkey, offers). ••• .
• .

i• Probable Taiwan requirements came through at the time of the
•'.1'..r:••:.y ore, if believable, surj»•iSingly large:

28-808 0- 78 - 21
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••
• .

....••••

:
•

• •S.T. U308

450 •
•1976 • 620 (440)
1977 745 (505)
1078 320

550
••'-:4080
4981

• 480
• 410

4

1082. 410 „
•.• 10113 . 410
1984 •••• 1985

410
410

5, 215 (4, 855)

...'14US (Washington) is handling this business on behalf of the .
Taiwanese.. Reg. Worrall believes this will be handled on a

1• sealed bid basis, with little -or.no opportunity to switch business •
.."„ from one Club member to:another if found 101)0 desirable;
:Also the Taiwanese.will alinost certainly want long-term fin2nce.

•• The Australians are not•certain whether they will be. allowed •
.- by their Government to offer to Taiwan. They promised to check

quickly in. Australia and advise the Secretariat.
• . -. .

..an the. absence (and probable continued absence) of buyer

.• decisions in Sweden and •Germany, it was recognized that there
was considerable difficulty in deciding who should properly be ..

•• the ldad bidders in the cases of Yugoslavia and Taiwan.: As an
%interim solution it was agreed that Uran'ex should lead again on
„Yugoslavia, and'Ilie Australians (if they could do so.) on Taiwan,

• 1 . with NUFCOR as rimners•up.in both cases. Prices quoted would
be such that the lead'could be switched in both cases if negotiation

• • • were possible and if it seemed desirable to do so. The
Australians report as soon as possible to the Secretariat
whether they are allowed to offer to Taiwan.. There was a
further understanding that if the Australians do get the Taiwan
business,. the 1075 delivery.portion will, if possible, go to NUPCOR..

•
‘: In the case of'Yugoslavia, it was agreed that Uranex would open
at U. S. $0.55 f.o.b. (1975) (comFara- ith the Club price of
U.S. $0.45 that NUFC03t would open 3 - 5 cents higher,
and that all others should 'offer at least 15 Conti; higher. LelliF1

Maze) tatecl that RT.!, would offer at $0.75,\.;
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Assuming all the new.business goes the way it is planned,
-• Canada should have •a good claim for whatever emerges as the

piece or business, particularly with regard to the low Canadian
portion so far filled in the second period. • • . • . - •. •
. ,
On other potential business, JAPCO was considered to be most

. o udcertain. They are short of money and must have Eximbant:
•• • f nan ci n •JAPCO also wants to deal purely in terms of enriched

•• Uranium. Reg Worrall of NUPCOR indicated that NUPCOR might
. make an offer, but had not yet decided whether it was worth the

effort. In any case they had very little hope. •

•, As potential new business to emerge from Hokuriku, Hokkaido
and Mexico had not yet become concretised, it was agreed to defer

• consideration of these markets until the next meeting.

6. ...Matters Relating to Club•Rules 

(T) RTZ presented c paper (copy attached), containing a sUggested
••• ,forniula for. dealing with the currency risk question. It was
•••agreed•that this was too complex an issue for immediate study
and-that it would be deferred for consideration at the next
meeting. Canadian group simply commented that because of
the close relationship of the Canadian and U.S. eco»omi S, •

• Canadian producers would normally "take their chances' on
•••• the" U. S; dollar; . . • ••. . • .. •
...•-• .• 

.••
. . •

• Louis Mazel for•RTZ.proposed a Minor change to Page fi of
• *- the Rules - regarding timing ofibalance of payment if U308

daliveri es•were .made f. o. b. instead of c. 1. f. He suggested.
• that in•view of normal Conversion and shipping time the
peribcrof 60.days now given in the Rules should be extended

, to 90 days in case of f.o.b. delivery. This was agreed to. •

(.111). Louis hilazel•alSo raiSed the question of how price
• •. negotiations should be dealt 'with(in conformity with Club

• Rules) in those existing contracts where WMP formulae
' were stipulated.. Reg Worrall of NUPC012 reported they had• just been caught in *a squeeze in one of their poorer contracts

with K.ansai) calling for price negotiation 0 years in advance
of•donvery. (normally they negotiate 3 years in advance).
Because they.were obliged just recently to fix a 1.979 price

..• •••• • with Hansai, before the firm establishment of Club prices
. they had been oblit.;ed to agree to ;10.13 lb. /U in Ur°, which

• is about $1. 00 below the Club price for that year. He confirmed



320

7,1•(his v.;onld not ho repented. NI11,COR's nextpriee
IletVitia(ion b; not due until end 357n, by which time
Clot) pricos should he firmly established. lie

` undertook to report to flu.. :.:ecretariat beforo commencing
this next round of negotiations. RTZ and 1.11tANEX

7 reported that they have no price negotiations until 1975.
When this issue does come up again•with NUFCOR 0980 •

'• Price fixing), the difficulty was noted that there is as
• yet no firm Club price for 1980.

•

. Other Matters

..*Louts Mazel for ItTZ distributed to members the following tables
(copies attached), prepared by France Millet, for. their information.

-11TZ estimate of free world demand through 1985 (before
•- • deduction of contracts made after January 1,1972);

•
• 
••••:• ••• •

.(1 • Il.TZ. estimate of :current uncommitted demand through
1980 (non as of July1972);

•
(i * )1). Recent contracts concluded, as of July 1972.

•
.• Members expressed 'appreciation to RTZ ler this data, and it was

• agreed that they. would advise the Secretary as soon as possible of
their comments and/or:differences of opinion, if any.. • ••

8. Next Meeting
• •••,•

.1 -.As a result of :some private dIscussion among members prior to
Open diseussien at the meetings,;;it was agreed:

(I) that there should be a fall meeting, •after the summer• 
vacation period Was over, as there could well be new
davelbpments•in the market requiring consideration and
action;.

; that while the next Meeting would normally have been in• Canada, it•would be•more convenient to members to hold
. a Canadian meeting around the time of the USAIF Conferencein Washington (November 13-16);

(iii). it would he desirable to bind the•Australians more
closely at these early stager, of the Club, and that the next
meeting should be in Sydney on October. 2 and 3; •

• (I v • that there would be a meeting in Toronto, following
•'USAir, on November 17 at 9.00 a. in.

,

•'AFL/ak •

'July 12, 1972

4
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1. ... I e.r!.I. I IVIL.1..a/ O% H)' U,I I • j\j•

-SUMMARY OF NEW BUSINESS COls:C1.11DED.FROM JANUARY 1, 1072. . .
-UP TO T1N11•:- Op' EET_

• . . • .

ltT7.-.NYUSirt3 (S. T. 11308)

•

'.Price
•

1977 100 1.8. $6. 85 f.o.b. major p,,rt
11. S. $7.30 "

• 1978 100 • WMP with floor or U. S. $7. 50
••1979 (still subject to negot)ation)
1980 • ••:; 200

1981 •
• TO-O• ,

• .. 200

•II

It •

• 1982 ' • 200. It

•1983 200 II

19.84 • 400
1985 600
1986 600

NUT C011-CHUDU (S .T.. u308) Price

- 1975 400 U. S. $6. 40 c.i f. Springfield.
1976 300 U.S. $6. 70
1977 300 U. S. $6. 95.

• . • •11,0001
. . •

.1978 300: 11..S.$7. 20

.300:
, : •

(prices to be adjusted if
another converter is used)

NUFC0R-FYUSHU (S. T.. 13. p.8).

1b77

1978

3•00.
• TO

300 :
1970 100:
1980 • 100:

• Yob .
1981 100
3.982 • 300

• 1983 • 100
1984. 100
1935 .100

•
5(10

Price •

U. S;$6. 88 f. o. b. Durban

U. S. $7. 13-
negotiated annually thereafte:
3 years in advance. lf no
agreement then NUrCOR
cancel (NU),COR's option to
cancel).
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RANGV.it- I<Y. trillU (S. T. U303)

•

sb
50

Price (rmy:ible in AuM r; Ii
dollars f-.:A 1. 00 :• U. S. $) .

U. S. $0. 4 v.•1. o. b. Aust.. Port
• . ,. .

• 1.97y

1078 50 U. S. f",-;G.
4979 100 U.S. $G. 70
1080 1 100 • U. S.. $7. 1.7

250'
•• •

• 1981 200 U. S. $7. 45
1982

. •

200 U. S. $7. 72 . "
• 1983 300 U. S. $7. 95-0. 18 (noel: t... ccili:-,

1984 .300 U. S. $8. 19-8. Cl I, .

.1082 300 U. S.. $8. 43- 9. 20 t,

• 1986 .. 400 to be negotiated (no floor).

1,-700 (subject to ic./7:, clscount .
after 1) 500 tons)

. • • •

' )2A 14 GE rt - U (S. T... Ui0-81.

200
YOli.

•

Price (payab)e in Australi 2:1
dollars at $A1. 00 = U.S. $1. "•.,

• 1977
•

' D. S. .0. 55 c.‘i. f. D•Nri,

1978 T 200- U. S. $G. '10 st

1079 200 U.S. $6. 85 II

1080 300 .. Ti• S. $7. 25 I,
..

- 700: • .
1981 200 U. S. $7. 50
1982 ' 200 U.S. $7. 75

. . - •
400

QML-KYTJSTIU (S..T.. U308Y Price (payable in Australian
• dollars at $A1. 00:: U.S. $1.1

• 1977 - 75. U. S. $6. 49 1. o. b. Darwin

1978 • 75! It• 'U. S. $0.02
1979 • 150 ItU.S. $6.76

. 1980 • 150: U. S. $7.12

375'
1981 150 •ItU. S. $7. 44
1982 2.00 •U. S. $7. 02
1983 2.00 U. S: $7. 8G

550 :

.
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.
OML-CIII1COKU (S. T.
. ••, • . ,

•• ..

U308) Price (letter
' Aur;t ral inn

•  fixed).
. . • •

of int cut only,
dollar rate not yet

.•
1970 • :: ii0 . U.. S . f,-; G .40
1977. . 50 U. S. $0.54 -

100
. • ......_.

- . ..
1978 . ..' .. 50 U. S. $6.69

:-1979 50 II. S. $6.84
1980

..13.:V

::.*•50 . . U. S. $7.22
...

:150.

.
'

. • • •
.• 1-981 50

'
U. S. $7. 54

.1982 50 U. S. $7. 73
•' .1983 50 U. S. $3. 00
•' 1984 50 U. S. $8. 32

1985 50 11. S. $8. G5
..

" 250 •
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'...!...*.SECRETARTAT LUDCET ESTIMATE .
• .. (French Francs - nnnuel basis)

, • •. • ..•- • - • • • • ., . . • • ,

, •

• • • •... •
The followinr. budrxt. estimate in based on the assimytion that the

:COMMISSARIAT A L'ENERCIE ATOMIQUE provides-without. ch7.s. c the offic.
and its maintenance, and the work of the Secretary himself.. .

T . • -..• ,-WaLtes expenses of the typist-secretary .. 55 000
(including overhead and social chargen)

of material  6 000• 
, (typewriting and computing machine, etc.)

• .;-Fittings of office  5 000
.--Telephon and telex (1)  35 000
--Travelling and receptions expenses (2) ., 60 000
•-•Books and publications  2 000

"—Office requisites  2 000
.--1isca1lancous.(10 % of the aboVc). 15 000

.• • • . 180 000
, •

Extensive market research analysis other .than aggregating st:Idion
- . - made by:the partners would have eventually to he financed on top.. ,.
-* of the above budget. . .. . . . . .

• 
• ' 

• 
- . 

.
. .

'., ; The expenses will be paid by the "SOCIETE, D'ETUDES ET DE RECHERC1!E
j.. ...-1)!URA11UM!' (S.E.R.U.), an existing firm 100 % controlled by C.E.A.
.. - . • . .. .

To-cope'with starting expenses I propose a working .capital of
.,:.'• 50:000 'Francs being supplied by-the partners before July 31st,

accordingly

, .

following payments
. .•

:
.

.
-•  ,:. .

.•
•••••: .....'...'.

. ,
.:: :'.-. -CANADA  

•
13 500 F. •

. .

"

%-.
• '•-. ' • •' • • • - -AUSTRALTA • 11 000 F. '''

•.:•

.•

. Y...
.

--NUFOOR  
—1.11:ANCX  

.. --It:T.Z.  

10
10
5

500 F.
000 F.
000 F.

... --‘-'

i'q

•-) ,f,

'

i

1,-''.--

-' . •
'will'have to be sent to.S.E.R.U. under the:heading "participation
to - uranium economic studies".

. .JOstification of expenses cstabIinhed by the Secretary hall be
sent by.S.K.R.U. to the partners on the first: of October, Janu3ry,

. Apyilland July. , . ...
• - •. .

•• . •• .

4

4.!!

.i.
A. PRTlf

d

(Wincludinp, Ii 000 advanced payment paid ns A deposit
(2) this fictive do not include any expense for the orgaciation

the meetings of partners.
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CURRENCY C .M .I5;
.( cc. C. /, •

-
• -

1. The- parties Mull(' to shire equally any coSts arising 
friAn anyrvitwani

• 'cxcliango rate changca. The*Paitie:.; rcennize tha
t .a• pottin:iany

. .

•::'• aitnatiOn could arise in the event of a su
bstantial change of value of the

• United States dollar, with respect to the currency 
of the country in which

,...:production of the Ups occurs.

• . . •

. • It is Mi.nserve's present intention to supply the T
I to 1-fi delivered

• • under this Agreement from affiliated Coacentrate 
supply companies in

Australia, Canada or Southern Africa. Not less th
an[ jrnonths prior

to each Delivery Year, Minserve shall notify E. • 1 of the
country or countries of 'origi.ri of the p308 at tha

t time. Notice may ba

. ..given to cover onc.or more Delii•cly .Years.

3.. AA. used in Oilsi tide the follbwing terms shall have the meanings
. ..• . . • . . • .. •

• . specified: • (a) "Exchange Ratc"'shall'mean the spot 
selling price of. a

.vpccified' currency. (expresSed hi U:S.' dollars) for ba
nk transfers in the

United' States for payment outside the United States qu
oted by First National

Bank,. New York', New Yorl, at: 4:00 p. m. (New York
 time) on the

date of delivery. of 'the 1.13C.8 .and (17) "Base Exchange Rate". shall mean 
the

Exchange Rate ora specified Currency on the ecfee
tiv.e date of this kr,reerrica'

which are for the Australian $, Canadian $ and Rand:

•• • • 1..? Australian dollar = U.S. dollars
Canadian dollar • = ILLS. dollars

jU. S. dollars

•
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•A Currency Factor representing the deviation of the Exchange Rate

from the Rase Exchange Rate shall bc detcrinincd for the. currency

of the country of origin 'selected in accordance with P. r. 2 in; foil% ... . :st

ECurrency Factor =.
Base Exchange Rate Base Price

F.xcharmt.: Itate• • :TA
•

-.(b) ' If.the Currency Factor equals or does not exceed 

in price shall be made for currency revaluation. •
—

no adjustment

(c) .je:the Currency Factor etceeds• -1-: but does not exceed'

then::

(i). If the Currency Factor:is positive, a downward adjustment

7Iii the price equal to the produet of one-half of such factor

and tileshh11-be made: .

•If the Currency. Factor is negative, an upward adjustment in

the price equal to the product of onc-h3lf of such factor aild

.•-•.the price shall be made'.

(d) If .the Currency. Factor mcceds.

'

, the parties shall negotiate

In good faith toward an equ.itable adjustment of the price; in the even::•••• • • •
•

the parties are unablo'to agree, then MInserve.shall have the right..
• • ••

to terminate tills Agreement.

S. (a) If the (Late of'dolivery. occurs on .a .Salurday, Sunday or holiday, then

the following business day. shall' be used to determine the Exchange Rn

(b) If no Exchange Rate is quoted for the applicable currencies, no adju 

In priCe 'due. to 'cUrrencyrevaltiation shall be made.

(c) •The Currency Factor shall be determined to the closest four decimal

places,.
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-CONFIDENTIAL '1

Mr. N.M. Ediger,
. Manager, . .

Gulf Minerals Canada Limited,
Suite 1300, .
10 King St. E.,

;Toronto 1, Ontario.

.. Dear Mr:.Ediger:

Attacnment mi 

•
'

1110 • 1.1 .,••• • ''',0.:•••••'

• .

- 'Ottawa Ontario
K1A 0E4
• • •
September 5, 1972

... •

• . Direction to the Atomfc Energy Control Board 

You will now be aware that on mlgust 23rd of this year
. an amendment to Section 201 of the Atorm.c Energy Control Regul-

• .ations was published in the Canada Cazete.. I am attaching for

• your information a copy of that amendment.

. • At tile same time as this chango in regulations took

• place the Minister issued a Direction to the Atomic Energy Con-

trol Board which is aimed at ensuring that the terms and condit-

ions of the uranium export contracts eni:ered into by Canadian

producers on or after January 1, 1972 and covering the export
sale of uranium during the period 172 - 78 inclusive which have

not been disposed of by the Board by Aufust 23,1972, are in ac-

:cord With new government policy regardirg volumes of exports and

export prices. . .
• • •• • --•

';'•I am attaching for your confidcntial information a copy

of the Direction which has gone to the Loard and, in so doing,

should note that we are in the precesu of proposing an amend-

ment to this Direction which will make it abundantly clear that
in addition to the market allocatiorx, indicated therein there

is a "captive market" for the Rabbit Lake production of 3?00 and

3000 tons of U308 in 1972-77 and 1971-80 respectively, which '

Is exempt from all but the pricing crit.)ria of the agreement,

provided it is sold to and consumed by RWE.

• Attach.

Yours sincerely, .

J. "Aust•in
•.•
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firp.i..trotion
• MatC

• .1.if /1!/12.:tt/1 2 •Ane.tist, 1912

ATOMIC 1.NE:ttil* C:t:>."1.1',OL ACT.

A hula,. rticiy,y Confetti 11e1ttlatiotiv,
Jun110,11,1,1

P.C. 1972-1719 27 July, .1972

His Execllency the Governor General in Council, on therecommendation of the Minister of Energy. Alines and11.esonrcei. pursuant to section 9 of the Atomic. I:nervy
Control Act, is pleased !tetchy. to approve the annexedamendment, made by the Atomic Energy Control notird cm

. the 19111 day of July. 1972. to the Attinde Energy ('untrol
Regulations opproved by Order in Council l'.C. 19(0.118 of17th Afateb. 1960% 23 amended'. in uccordance with theSchedule hetet°.

. • .

• .SCIIE.1)U1-11.

I. Section 201 of Ore Atomic Erzerry Control &Tahitians• is untended by adding thereto the fullowinr. subsection:• • "(2) A petinit to export presetibect substances shall not•bo .cranted unless the Board is satisfied that the prices. stipulated Inc. and the quantities of, the prescribed sub-
11:tncn PruPtiscil to be 'exported meet smolt criteria, if any,
respecting price levels tind quantities as may Ice specifiedin the ptiltlie interest in - a direction 1..ieen to the Hoard bythe Minister."

•
• .

Cttatida Gto.rar inn It. Vol.. 94, No. 7, Aoril 17. 176,1
.SUR/64.402, Canada Ca:rtie I'M It. Vol. 93, No, 22, Noreollvt 25,1064

norgi•Isoilott .
14. • ibte
lit IPS !"/".1-1( I. M.)

• • • • ••: • •• •
1.01 it ttt', I an .1 I tit 1.1.•NI•Itt 1c 11 tAl IQUE

iii•glentt•itf, stir le confriae ttftinsititie---
1,1ifilitkatitnt

C.P. 1972-1719 27 inflict 1972

Sur :Isis conforme tIc, ministre tic EIMernie. des Alines et desItessomees et en vertu tle Particle 9 it, la I oi stir lc conta.leile 1. aergie atomique, t 'toil it Son Excellence Ii, Gouvcimnirtt/uclr..I Sit eunseil de ratifier la niodilication que
r.iuuitie contlidc de Ei.M.,t ii atomique a appot•trle le 19 juilkt1972, confiniament Itiqtlentents sin lc contiitle de l'emryieatoini me, ratiliils par le th:eret C.P. 1960-348 du 17 mars 1960%
clans I tit• forme mutlifisle.

. ANNEXE.

1. 1:article 701 des 100ra:rats stir k contr4le de titanicotainiatte cut ti ...title' par l'adjanction dtu paragraplic suivtint:
•(2) A cue tit p:rmis Wm:Imitation the substances prescrites

ne ()oil Cite tic:cora sans gull twit la satisfaction de
In Commis:. mi quo lot pris stipuls it la nit:twin; de la sob-
stance meta rite qu'il Cut pritposit Wm:porter se conforimmt
aux eritZ:res nit CII SnI, COOCC111:111t ii it et ICS

It,  IC Nlittitare pout sps'cifiet dans l'itatilt publie
par instructi itt donnje It la Commission, •

• • ••

DORN/60419, Gaza.. die Cato.s.la Patio 11, Vol. 9.1, I, 13 oval1.1411
.11(.01,/41.43S. Gfizelle 1111 Canada Parlie It. N'ol. Sqt, n` 22, 70 oo,o.n.Inc 191,4

QUEEN'S PIUN71:11. Ma CANADA, 07TAWA, 1972

•

1011.111011iUlt I/I: I,A ALINE 31./U12 1.1: CANADA, OITAWA. 1972

• . .
. •

. •• • 146$••
•
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CHLROY.MSUCII AHD ocn000cra t FHiricir. ors 1-oor:. It Din or.-.nrmr.f.rs

COHFIDI:JITTAL

or

Ottawa KlA 0E4, Ontario
Atigust 17, 1972

Dr. D.c. nyyme
. 'President
' Atomic Energy Control Board

• 307 Sparkn Street
Ottawa, Ontario

•

T.7. Dear Dr. Hurst;

. .s- Uranium Marketing Arrangement •

• " On June 29, 1972, Cabinet approved the term- of a
uranium e:Tort marketing arrangement proposed by prolucQrn--
in Canada and several other countries. In order to enforce• .iltwlianee with the terms 'of the marketing arrangements
Cabinet alno approved a proposal t.o ifiCUO an appropriate
Regulation pursuant to section 9 of tho Atomic Energy
Control Act togethor with a Direction to be given to the
Board pursuant to section 7 of the Act

•
. '• On July 27, 1972, an amendment to section 201 of

the Atomic Energy Control Regulations was approved by. .
Order-in-Council P.C. 1972-1719 (copy attached). The
amendment is scheduled for publication on August 23, 1972.

• The text of the proposed Direction having been
agreed upon interdepartmentally and subsequently approved
by Cabinet on July 13, 1972, is attached hereto.

•

•

.* -• C
. .•• You are hereby instructed to ensure that the terms

and conditions of uranium export contracts entered into
.by Canadian producers on or after January I, 3.972 afol

--coverinu the export sale of uranium during the period 1972
to 1970 inclusive which have not been disposed of by the
Board by August 23, 1972 are in accord with the criteria
pet forth in the above-mentioned Direction. •

Yours sincerely,

2K? 4,-„,„.z,e_
Donald S. Macdonald

•
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. . 11..l.rt

Aroavc'ENEP6Y C.0.47W—
BOAD To SECrteN I OF THE ,ATOMIC ENVZ:Gy CZNI-P-0-L 4CT .. , . . • . . _ _ . • _ . _

. • ' ,-•—• . '''•
hen reviewing contracts for the export of the prescribed

substances referred to in the attachod Regulation pursuant to
the Canadian Uranium Policy Statement del x1 Juno 19, 1969, yon
are also instructed to ensure that such contracts are in accord
with the following minimum price levols and volumes of sales of
the prescribed substances intended for export.

The following schedule of minimum price levels is to apply
to export contracts which have not been disposed of by the
Board at the time of the coming. into force of thin Direction
made pursuant to section 7 of the Atomic Energy Control Act.

U308 and UFG Minimum Prices in U.S. Dollars

Year

.:For Contracts to
Japan,  Korea and
' Taiwan

For all other Contracts
. to end.users (1)

DY--- 13)

'UP
6 •

•• C2T

308

(3)
•

U):
6,

1972 5.60 7.90 5.40 7.65
1973 5.95 8.35 . 5.75 8.70
1974 6.30 8.80 6.30 8.55
1975 6.65 9.30 6.4) 9.05

' 1976 7.00 9.75 6.8) 9.50
1977 7:35 10.20 7.15 9.95
1978 7.70 10.70 7.50 10.45

.--
(1): Excluding those in Canada, Australia, France, South Africa

and the United States. . .• .
. . ,. .. . ..

• •
(2) Expressed in U.S. $ per lb. U308 c.i.f. conversion facilities.

(3) Expressed in U.S. $ per lb. of U contained in UFG delivered
to the U.S.A.E.C. diffusion. plant.

These prices include charges for weighing, sampling and conversion
lot::; but. uhulu.lu Thu uhuvu p'rlues app%
to any converter. f f.o.b. prices are quoted then reduction of
up to 10‹: per lb. U308 through 1975 and 15<, per lb. U308 from 1976
to 1978 can be made. .

4
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The following markct riv.s:•:%s %sve %;:cn cst:-..blisho4:

Gronp. '7' 197.2-27. '1970-80

' •. . .
Canada 33.50t . 23.22,:,

Nufeor 23.75 .19.26

Uranex 21.75 : 19.26

Australia 17:00 24.44

Rio Tinto Zinc 400 13.02

The agreed distribution of the Canz.lian 1972-77 quota is

.as follows:
. • :., • .

..••

.. P.1222.31a • .... - Amount •
Tons U300 Percentage '

. :
Denison Mines Limited- 4,500 -51.67
Uranium Canada Limited*
Gulf Minerals-Uranerz Canada
— Limited . 1,900 21.81

• Denison Mines Limited ' • • 865 
t

9.93
Rio Algom Mines Limited 865 9.93

- Eldorado Nuclear Limited 580 6:66

TOTAL. . 100:00

. *To be supplied to Spain from the Joint Venture Stockpile and the
-.General Government Stockpile. The minimum price schedule Will not
- apply to the Spanish contract because a bid had been submitted to
Spain by Denison Mines prior to the internationally-agreed .

;• exclusion date of January 1, 1972.
• • .
The tonnages quoted are based on an assumed uncommitted

- market during the period 1972-77 of 26,000 tons 13309. Since
•that estimate may be either too high or too low, the definitive

• :figure is the percentage of the actual market.

Canada's allocation for the period 1978-80 is 23.2n of an *
assumed uncommitted market of 45,000 tons 13309, i.e. 10,450 tons.

• The distribution of this quota has not been settled as yet among
the Canadian producers. Once it has been established, a further

A Direction will be isbued.
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•

glom dElDificc of Ira. G4/lint:51E% DEPARTMENT OF INERG' , MINES AND RESOURCES, Ona.va, Canada

' ' '• •• • • "

". STATEMENT BY THE MINISTER 01: ENUGY, MT: ES AND RESOURCES 

. August 23, 1972.

The Honourable Donald S. Mac,onald, Minister of Energy,.Mincs and Resources, issued today th.: follot ing statement regardingthe Government's policy with respect to futt.re sales, of uranium to• other countries: .

"On June 19, 1960, the Government annotnced a uranium
. policy providing for the examination cf all contracts
covering the export or uranium and thc.rium to ensure

the terms and conditions or such contracts would
in the national intercA. The examination is curried. out by the Atomic Energy Control Boar k in consultation-with the Department of Industry. Trade and Commerce.-:Approval of such contracts and issuante of the necessary'export permits only take placc when all aspects and

limplications have been round to be in the national
.interest. A copy of the June 19, 196!,, policy statementis attached.. . • . . .

, In order to stabilize the current urariumCmarketing
situation and to promote the develops; at of the Canadianl uranium industry, I have today issued a Direction to the' Atomic Energy Control Board covering :uch aspects as
Minimum selling prices and volumes of ::ales to export
markets. Because of the nature of ur:nium export contracts*it would not be in the public interest to disclose further--contract details at this timc.41.-. •
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STATEMENT IN TM MUSL

• BY THE hONOURAR-L OTTO E.

•

 ',ANC; •

MINISUR, ENERG': ANC, WATER RE:i0URaS

• June.19, 11W • •

Canadian Uranium Policy Stai'ement
• • .

,•,1 should like to inform the House of the government's
. .

-pone), with respect to future sales of uranium to other countries.

06 June 3, 196S., Prime Ministr Pearson outlined to .

:this House a 'policy regarding uranium export,; which provided for such

;exports under safeguards, to ensure that the uranium was used only for
-

:.'i)eaCcful purposes, and which also provided for the stockpiling of • '

::uranium to enable operation of Canadian uranium mines to be continued

khile markets developed for this material.
• .
• '1 % •Many significant changes have taken place since 1665

' • • . •
lh the world uranium market. There is a growing world requirement in

relation to available supply and a'dcmand for long-term contracts.. .

• The increasing dependence oki uranium fuel for future electrical power

generation is providing an incentive for many countries to become

... concerned' with uranium activities in other countries. At the same time

.. the recent signature by many countries of the Non-Proliferation Treaty.

•
we hope and believe, curtail the spreao of nucicar'prraments.

•

26-608 0 - 78 - 22
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11,ve 

• ...
,:urantum ir.dustry. Acco...diagly the ;OWT:,;.iiAt is now setting out its

. . .
uranium policy ir.gyeat,:r detail to ensure tnat full account is taken

of the Canadiun.ublic interest in these new circumstances.

'The oasis of Can uranium policy is stated in the

preamble to the Atomic Energy Control Act, namely that "it is essential.y
. . .

in the national interest to make provision for the control and super-

•-., vision of the developmen'.:, application, and use o17 atomic energy, and

to Cnable Canada to participate effectively in measures of international

Control of atomic energy which may hercaftcr be agrecd upon".

' •o protect the national interest in the different

HcirCumstances .which. now face us we will henceforth require that all

:.:contracts covering the export of uranium or thorium be examined and
• - . . .

.. 7,:-.approved by the appropriate federal ageAcy before any application for an
, .

...export permit is considered.' The examination will cover all aspects and

•implications of the contract such as nuclear safeguards, the relationship
••••• • • . • . . • • .
./ otwcon contracting parties, reserves, rate of exploitation, domestic

..,,requircments, domestic processing faciliti.es, and. selling and pricing

...pplicy. Approval will not normally be given to contracts of more than

years' duration unless provision is made for renegotiation of price.

- 'Once an export contract is approved, export permits

covering the actual shipment of uranium or. thorium may be issued annually

provided that the conditions of the contract hay.- been maintained.

Approval will be granted only for the supply of uranium and thorium
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C:mtda Ea!,

c,?wpik:.:,; into effect

orthe Non-7rol:*rJzio.-. Treazy, w:tn ;in co,intries which
•

haIN .coclud.4 r.eces.,x:y sa:e1;a.lre.. Jgr&meat wAth the International

10 Atomic Unerv A_cacy.

. .cannUa w_11.permi.t. steel:piling of Canadian uranium in

foreign countries to meet'the succecdig.fiveLyear requirements of each

country to fuel existing Or eorv.i.tted nuclear reactors. Additional

'stockpiling in Canada will not Lc precluded, but actual export shipment

Mill be limited to a moving five-year requirement of the foreign country.

,• The shipment of small quantities of materials for atomid energy research

:'.projects Will continue to be permitted without 'safeguards arrangements'.

yo will continue to require tnat a I personS engaged in
• ••.• • ; • .

uranium or thorium mining in Canada be incorporated under federal or

Aircivincial legislation, that they operate Under license from the Atomic

Energy Control Board and that they provide information as required under

.:thc.regulations of .the Board.

The 'governme-it. believes that the administration of Canada's

uranium policy in this manner, with regulations such as the .foregoing,

• will enable the Canadian primary and seconJary•uranium industry to grow

• .and take advantage of its opportunities in the world uranium market.

• ,In the implementation and administration of these national

policies, the federal government will maintain (-lose contact with

• provincial governments on matters of connon concern with respect to the

• .uranium industry. \ '
•



•
As Roy Jackson and you requested, we have updated our paper

on expected economic impact of this uranium marketing arrangementon U.S. trade. We have omitted those portions of the previous paperthat have now been incorporated into the draft prepared by Roy Jacksonand have endeavored to cover the longer time period (through 1980)now envisioned for the marketing arrangement.
•. .
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• .; Foreign Uranium Marketing Arrangement

The following information has been compiled at the request of Gulf

•. • .•
lawyers as part of their work product for purposes of counseling a course of

',action for Gulf with respect to the matters discussed.
• . .

This paper outlines the expected impact of the-proposed Foreign. •

'Uranium Marketing Organization on U.S. trade, including: (1) -U.S. exports, and

•(2) U.S. imports. The proposed Foreign Uranium Marketing arrangement would

f..'coinrnence during 1972 and terminate at the end of 1980."

: .

U. S. Exports 

• .. .
U.S. uranium exports have been very limited in quantity and have

always been a very small percentage of U.S. production. Table I shows U.S.

production and exports. Exports beyond 1972 are based on existing contracts.

- Part of the export sales are tied to sales of nuclear reactors or are 'connected. ,

. . •

to U.S. Balance of Payment matters. The low level of U.S. exports relates to •
• . . . . .

two basic conditions -- the uranium oversupply situation outside the U.S. and the

relation of world versus U.S. uranium prices. • •

Table II shows that uranium capacity at 'existing foreign production

' centers is expected to exceed foreign uranium demand until at least 1978. This

projection was made nearly a year ago -- there has been slippage since then in
•

• . bringing nuclear power plants on-stream and it is very likely that further slippage

,will occur in the future due to licensing and other problems. Therefore, this
. ..•

, • .
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Foreign Uranium Marketing Arrangement •••• .
•

uranium iupply/demand balance point will probably be delayed beyond 1980.

In addition, it is. estimated that on the order of 36,000 tons of uranium have

been stockpiled outside the U.S. While a working inventory is required for

1 operations, it is obvious that liquidation of one of this magnitude in the short

• 1. or intermediate term would lengthen the time period..of excess producing
•

.capacity. -

,,• • • •
Tablet:El shows a comparison of expected Foreign and U.S.

:

uranium prices. The first column is Gulf's foreceSt of foreign uranium prices

without the foreign marketing arrangement. Column 2 shows the higher prices

posted by this group. The third column shows a projection of U.S. uranium

prices. Comparison of these three columns shows that, although the posted

prices established by the foreign marketing arrangement are considerably

- ...higher than the projected world market prices., these posted prices are still

substantially lower than U.S. prices.

area number of reasons for the higher U.S. prices -- the

.most important being the combination of embargo on imports into the U. S.

higher operating costs in U.S. mines. 'There is, in addition, the

depressing effect on sales outside the .U.S. of a significant amount of South

African urinium production being available as a by-product material from

gold ore tailings. Also, the possibility exists that some large new discovery

Will be made in some other country, such as the recent discovery in Australia,
. .

...that could have world-wide impact on prices, at least within this decade...
•-•.• • •• .• . • •

• • • •

41.
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l'oreign Uranium Marketing Arrangement. .

•••• .• In view of the excess supply available in the foreign market and the•. • •• • .

,,..much lower prices for foreign versus U.S. uranium, it seems very unlikely.

•;.;.' -.that 'U.S. -exports will become any greater factor in the future than in the past.

the proposed foreign marketing arrangement would increase, or at

•
• least i;r ew.trti: i'decrease in foreign uranium prices, this wOuld narrow the gap

••••,••• .•• . • . .• • . • • •
•?•-...between U.S. and foreign prices and would, if anything, encourage greater

. 
•,.

expor.. of axuum
- • •:•

.• • •
.U.S. Imports •..

The AEC effectively currently prohibits importation of foreign

uiallium and has indicated as late as March, 1972, that it plans to continue this

prohibition until late in the decade, probably 1978..

T.h.e. p:en,citive capacity of existing and announced U.S. producers

. exceeds domestic demand until at least 1976 and probably longer, due to
••• .

:,,•_expected slippage in nuclear reactor programs. In addition, news..,Additional pro-

xlvclive capacity will probably be brought on-stream by 1976. In view of •

the U.S. oversupply position and these AEC restrictions, there would appear to

lo likel,...hcc,e,C.T.r importation of foreign uranium (luring the life span of the
,:%.* • , ,

i•yforeign uranium Marketing arrangement (through 1980).

I ' •

• • •
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Table III
:Uranium .S:Ilen  Priers

US $/lb.

• •
75

.•••
;.

• •

Foreign
IIS .

Price
Range

Gulf Forecast International

of Produce rn

Foreign Prices Posted Price

t 35
• ••

• 645

16 • 550 • • - ; 680 , 7. 30-8. 50

7. 565 7.15. :7. 70-9: 00

. :
585 . 750 810930

79 6. 05 Not Available • 8. 50-9.80
t:

6.30 Not Available 8. 90-10. 30

'

" •I•.. . • . • •
. prices refer to the average of long- and short-term sales for delivery in the-
ar .sho\yn. Uranium -is typically sold under three conditions:

' a) Spot sales for immediate delivery.

.Base loads for reactor cores; delivery normally 3 to 5
• ,. years from time of sale.

• . •

.•• c) Reloads for reactor s,• delivery 5 to 15 years from ti..7c

of sale.
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