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Contention 1 No DAs

USEC has applied but hasn’t been awarded its loan guarantee for the ACP—jeopardizes the project, but DOE resources are already focused on the application
Lewis ’12
(Frank Lewis, PDT Staff Writer, “USEC reports $92 million loss in second quarter”, Portsmouth Daily Times, 8-8-2012, http://portsmouth-dailytimes.com/bookmark/19717600)
USEC, Inc., reported last week that it had a net loss of $92 million for the second quarter of 2012, compared with a net loss of $21.2 million over the same period last year. According to an interview with five reporters in downtown Washington, in Politico, USEC CEO John Welch said, despite an expected $100 million loss overall for 2012, he is still optimistic about the second half of this year. “As far as we’re concerned, we see a long-term market for our services that’s very strong,” Welch said. Information netted from the interview shows growth projections for the U.S. nuclear industry slowed down, but USEC hopes to get in on the upward movement of nuclear energy overseas, leading to what Welch hopes is a busy 2013 for his company. “The rest of the world is moving on quite aggressively” on nuclear power, Welch said. “So, for us, the future is focused around transitioning from an old, expensive, gaseous diffusion-type process and transitioning to a cost-competitive technology at American Centrifuge.” Welch was referring to the American Centrifuge Project in Piketon, which has been put on life support by the infusion of dollars for The Research Development and Deployment (RD&D) Project. USEC officials continue to wait and hope for a $2 billion loan guarantee from the U.S. Department of Energy, something they applied for more than four years ago. Since applying for the loan guarantee, USEC has found itself jumping through hoop after hoop, including additional testing of centrifuge units and bringing on two financial partners, Toshiba and Babcock & Wilcox, for fiscal stability. However, despite a promise by a campaigning Barack Obama, to support the loan guarantee, that promise has not come to fruition, and it wasn’t until the DOE decided to fund the RD&D project, that USEC could exhale. Politico said Welch has set as priorities, completion of, and focusing on, the RD&D project at Piketon, where it expects to complete the research program for the ACP by December 2013 and quickly re-apply for the $2 billion DOE loan guarantee it missed out on last year, and the wrap up of operations at the plant in Paducah, Kentucky. A $350 million cost-share agreement between DOE and USEC in June allowed construction at the Ohio project to continue through November.

No funding DAs—DOE has agreed to R&D funding now, but won’t give a loan guarantee
Kramer ’12
(David Kramer, “DOE to finance more research on USEC gas centrifuge technology”, Physics Today, 6-15-2012, http://www.physicstoday.org/daily_edition/politics_and_policy/doe_to_finance_more_research_on_usec_gas_centrifuge_technology)
The Department of Energy has agreed to provide $280 million of a $350 million research, development, and demonstration program for USEC to scale up and test its gas centrifuge uranium enrichment technology. The funds will help the company assess whether its newly designed 120-centrifuge cascade—currently being installed at its American Centrifuge plant in Piketon, Ohio—can enrich fuel at commercially viable costs and quantities. If completed, the plant would house 96 such cascades. According to the cooperative agreement, which was signed on 13 June, USEC is to contribute $70 million to the R&D program. For the initial phase of the program, which runs through November of this year, DOE’s contribution consists of taking over responsibility for disposal of a portion of USEC’s depleted uranium hexafluoride tails. That move lets USEC free up $88 million in cash that the company has been holding as security for disposal of the tails, amidst a $496 million loss the company suffered in the 1st quarter of the year. The loss was partly connected to expenses related to the building of the plant, which is over budget and behind schedule, and to a drop in business income from refueling other nuclear plants. The Obama administration has requested $150 million in fiscal 2013 for the plant’s R&D program. A DOE official, speaking on condition of anonymity, said USEC’s request for $2 billion in DOE loan guarantees to build the plant to full capacity has been put on hold, and he cautioned that a successful outcome for the R&D program won’t result in automatic approval of the loan guarantee. “We’re not trying to supply support for USEC per se,” the official said. But he noted that USEC is the only supplier of uranium enrichment services that DOE can use for “nonpeaceful” purposes—producing tritium for nuclear weapons and fueling the US Navy’s nuclear-powered ships. Treaty obligations stipulate that only domestic material produced with US-origin technology can be used for those purposes. That rules out other enrichment plants currently being constructed in the US; the Urenco plant in New Mexico, which went into small-scale operations in 2010, and the Areva plant due to be built in Idaho both use European centrifuge technology. Nor can low-enriched uranium obtained from blending down Russian weapons-grade material as part of the Megatons to Megawatts program be used for military purposes.

No risk of process DAs—Obama already perceived to support the plan
USEC 08 – United States Enrichment Corporation
(“Presidential candidate Barack Obama writing to Ohio Governor Ted Strickland”, 9-2-2008, http://www.usec.com/support/administration/presidential-candidate-barack-obama-writing-ohio-governor-ted-strickland)
"Under my administration, energy programs that promote safe and environmentally-sound technologies and are domestically produced, such as the enrichment facility in Ohio, will have my full support. I will work with the Department of Energy to help make loan guarantees available for this and other advanced energy programs that reduce carbon emissions and break the tie to high cost, foreign energy sources."

No risk of centrifuge or loan guarantee DAs—DOE is already funding foreign centrifuge projects in the United States with loan guarantees
Korte ’12
(Gregory Korte, “Politics stands in the way of nuclear plant's future”, USA Today, 4-27-2012, http://www.usatoday.com/money/industries/energy/story/2012-04-13/usec-centrifuges-loan-guarantees/54560118/1)
The DOE has supported other centrifuges. In 2010, it gave a conditional $2 billion loan guarantee to Areva, a conglomerate whose majority shareholder is the French government, to build centrifuges in Idaho. But that project is temporarily stalled because of a cash situation one executive called "growing pains." "Basically, we went in with an application that was based on a proven technology that's been in use in Europe for nearly three decades," said Sam Shakir, president of Areva Enrichment Services. "There was no question about the technology, its viability or its economics." That helped Areva sell $5 billion in preliminary orders for uranium, he said. Still, "The size of the market is large enough for multiple suppliers to be playing in."

Contention 2 Deterrence

U.S. tritium production is declining now—lack of suitable alternatives means reliable supplies are in doubt
Podvig ’10 – affiliate of the Center for International Security Cooperation
(Pavel Podvig, worked at the Center for Arms Control Studies at the Moscow Institute of Physics and Technology (MIPT), which was the first independent research organization in Russia dedicated to analysis of technical issues related to arms control and disarmament. In Moscow, Podvig was the leader of a major research project and the editor of the book Russian Strategic Nuclear Forces (MIT Press, 2001), International Panel on Fissile Materials, 10-11-2010, http://fissilematerials.org/blog/2010/10/future_supply_of_tritium_.html)
In a recent report to the U.S. House Armed Services Committee, the Government Accountability Office concluded that the National Nuclear Security Agency (NNSA) in the Energy department is "unable to overcome technical challenges" to producing tritium (H3) in a commercial power reactor for the U.S. nuclear arsenal. As a result the ability to provide new supplies of this radioactive isotope used to enhance the explosive power of nuclear weapons "is in doubt." Because its half-life of 12.3 years, tritium has to be periodically replenished in weapons. From 1954 to 1988, tritium was produced in government reactors, which were closed for safety reasons. In 1993, GAO concluded that tritium supplies from nuclear arms reductions was sufficient to meet warhead needs until 2012. After that GAO concluded that a new tritium production capability would be needed. In response, the Department of Energy decided in the late 1990's to produce new supplies in a commercial power reactor, using new tritium-producing burnable absorber rods (TBARs). They contain lithium-aluminate pellets lined with zirconium, and are clad into long pencil-shaped, stainless steel rods. Tritium is produced when the atoms of lithium-6 absorbs neutrons in the reactor core. However, the rods cannot fully contain the tritium, which is permeating into the reactor cooling system, approaching safety limits set by the Nuclear Regulatory Commission (NRC). To meet projected tritium requirements, additional TVA reactors may be required (NNSA indicated that it is planning to use two other TVA reactors - Sequoyah 1 and 2). NNSA has not yet coordinated this with the NRC, which must approve any reactor changes. A reserve stockpile of tritium has yet to be tapped and its size remains classified. Nor is it clear how much more tritium is expected to come from the pending START II arms reduction agreement with Russia, now before the U.S. Senate. Nonetheless, GAO remains concerned. "If NNSA takes longer than expected to increase tritium production, even reserve quantities may be insufficient to meet requirements for an extended period of time." Tritium production alternatives include building a new government production reactor or the development of linear accelerators. Both are likely cost billions of dollars and take several years to bring on line. However, expanding the production of tritium for nuclear weapons in commercial nuclear power plants further undermines the long-standing barrier between military and civilian nuclear energy applications - a key element of U.S. nuclear non-proliferation policy.

Without the ACP, the nuclear arsenal itself would decline—we need tritium to maintain nuclear primacy
Holt and Nikitin ’12 – specialist in energy policy and specialist in nuclear nonproliferation
(Mark and Mary Beth, “Potential sources for nuclear fuel for tritium production”, Congressional Research Service, 5-15-2012, http://markey.house.gov/sites/markey.house.gov/files/documents/2012_0515_CRS_TritiumFuelOptions.pdf)
Tritium, produced in nuclear reactors, is an essential ingredient in U.S. nuclear warheads and must be regularly replenished as it radioactively decays. The need for a domestic fuel supplier for tritium production reactors has been cited as a justification for providing government assistance to USEC. USEC Inc. was established in 1998 through the public sale of a government corporation, the U.S. Enrichment Corporation, pursuant to the USEC Privatization Act (P.L. 104-134). The company enriches uranium in the fissile isotope U-235 (increasing the proportion of U-235 from the level found in natural uranium) for use as fuel by nuclear power plants. USEC leases an enrichment plant in Paducah, KY, from the Department of Energy (DOE). Built in the late 1950s, the Paducah plant uses an enrichment technology known as gaseous diffusion, in which uranium hexafluoride gas is pumped through permeable barriers to separate the major isotopes of uranium. As the isotopes are separated, U-235 is concentrated in a product stream, while the non-fissile isotope U-238 becomes more concentrated in a waste stream (or tails). USEC plans to replace the Paducah plant with a new plant at a DOE site near Piketon, OH, that would use advanced centrifuges to separate the isotopes, called the American Centrifuge Plant. The $150 million requested in the FY2013 Department of Energy budget justification is to support R&D activities for the American Centrifuge Plant. DOE currently produces tritium by irradiating lithium-6 in the Watts Bar 1 commercial reactor (in Tennessee) and may expand the program to the two-reactor Sequoyah nuclear plant (also in Tennessee) as well, both of which are owned and operated by the Tennessee Valley Authority (TVA). Because the tritium is to be used in nuclear weapons, the Watts Bar 1 and Sequoyah reactors may not be allowed to use fuel from foreign sources or even some domestic uranium. U-234 is necessary for the production of tritium. USEC Inc. is the current supplier of fuel for tritium production. Thus, if USEC were to cease enrichment operations, it has been argued, U.S. tritium production could be jeopardized because of a lack of alternative fuel from a solely domestic source.

Lack of domestic enrichment means we rely on foreign enrichment—that kills the credibility of nuclear deterrence
Jones ’12 – senior fellow at the Bipartisan Policy Center
(James L., retired general and co-chairman of the Bipartisan Policy Center’s Energy Project and was national security adviser to President Obama from January 2009 to November 2010, “US must remain leader in nuclear enrichment”, The Hill, 1-17-2012, http://thehill.com/opinion/op-ed/204711-us-must-remain-leader-in-nuclear-enrichment-)
The disappearance of a domestically owned capability would not only undermine U.S. leadership in a highly consequential arena of global commerce and security, it would render us dependent on foreign-controlled sources of uranium enrichment. This could increase the vulnerability not only of America’s commercial nuclear industry but of our national nuclear arsenal. Tritium, produced using enriched uranium, is necessary to maintain and modernize our nuclear weapons. Relying on foreign suppliers for material essential for maintaining the safety, security and reliability of our nuclear capability is unacceptable. It is critical that the federal government continue to invest in the research and development of technologies necessary to sustain modern and commercially viable domestic enrichment capability. Toward this end, the Department of Energy has requested congressional authorization to repurpose $300 million dollars to support continued R&D over the next two years. Unfortunately, the initial $150 million needed to demonstrate new technologies was not included in the recent spending bill. There is controversy over the appropriate role of the federal government in supporting technology commercialization. We must not let this debate negatively affect U.S. national security or our continued commitment to energy R&D vital to America’s energy, economic and national security — a role that has always, appropriately, received overwhelming bipartisan support. 

U.S. technologies for enrichment key to reducing vulnerability of our deterrence maintenance chain
Rowny ’12 – retired Lieutenant General
(Edward Rowny, was chief negotiator with the rank of ambassador in the START arms control negotiations with the Soviet Union and has served as an arms control adviser and negotiator for five presidents, Roll Call, 3-29-2012, http://www.rollcall.com/issues/57_118/edward-rowny-safe-uranium-enrichment-should-be-us-priority-213505-1.html)
Oil may grab headlines, but nuclear power for civilian use is growing, as it should. It is efficient, extremely safe and friendly to the environment. As with oil, the U.S. would be wise to produce its own supply of enriched uranium, the fuel for nuclear power plants. Farming out the process to other nations — or to companies headquartered overseas — is risky and increases our vulnerabilities. The U.S. government should pay more attention than it has in recent years to the nation’s dwindling ability to enrich its own uranium. The consequences of doing otherwise could be dramatic. Our country could find itself at the mercy of foreigners who do not have our best interests at heart. Energy independence, a laudable aspiration for oil, is even more essential for nuclear power. Domestically produced supplies of enriched uranium are already running short. The U.S. once produced most of the world’s enriched uranium. Now we’re down to about a quarter of the world’s supply. For reasons of national security, we shouldn’t dip further. That’s why the president should be praised for requesting $150 million in next year’s National Nuclear Security Administration budget to keep uranium enrichment alive on our soil. In the meantime, Chu has asked Congress for the authority to reallocate his current budget resources for that purpose until next year’s budget is enacted. Without this cash infusion, American technology at a major facility in rural Ohio will face an uncertain future. We can’t afford the uncertainty. Military considerations also play a role here. Nuclear weapons, while thankfully on the decline, still exist and must be maintained and updated. International treaties mandate that tritium, a rare, radioactive isotope that’s a byproduct of enriched uranium use in nuclear reactors and is critical to the proper, safe functioning of nuclear weapons, must be made with U.S. technology. Unless U.S. technology is available to make the enriched uranium needed to produce tritium, our national security will be at risk.

And, foreign suppliers can’t and don’t want to fill-in—even if treaty restrictions are removed, the perception from foreign companies already exists
Holt and Nikitin ’12 – specialist in energy policy and specialist in nuclear nonproliferation
(Mark and Mary Beth, “Potential sources for nuclear fuel for tritium production”, Congressional Research Service, 5-15-2012, http://markey.house.gov/sites/markey.house.gov/files/documents/2012_0515_CRS_TritiumFuelOptions.pdf)
The European consortium Urenco is one of USEC’s major competitors. Urenco recently began operating a centrifuge enrichment plant in New Mexico, which is expected to reach a capacity of 5.8 million separative work units (SWU) by 2015. The New Mexico plant is operated by Urenco subsidiary Louisiana Enrichment Service (LES), so named because the facility was originally planned for Louisiana. Construction of Urenco’s New Mexico plant was authorized by the 1992 Washington Agreement between the United States and the three members of the Urenco consortium: Germany, the Netherlands, and the United Kingdom. 2 Article III of the agreement, Peaceful Use, states that the New Mexico plant shall only be used for peaceful, non-explosive purposes. The special nuclear material produced by the plant, enriched uranium, as well as any special nuclear material produced in a reactor using the enriched uranium, such as plutonium, is also restricted to peaceful uses. Urenco has signed a contract with TVA to supply enrichment services from its New Mexico plant to the Watts Bar and Sequoyah reactors. This arrangement raised questions about whether the TVA plants could be used to make tritium for nuclear warheads while being fueled by enriched uranium from Urenco. A 2008 legal memorandum to NNSA concluded that the Washington Agreement did not preclude such use of the Urenco-produced nuclear fuel, because tritium is not defined as special nuclear material, but rather as byproduct material. A Joint Committee of the Urenco consortium, after being briefed on the issue at a 2005 meeting, did not object to the TVA contract. 3 A Urenco official said that although the company does not object to TVA tritium production with its enriched uranium, current DOE policy would not approve the transfer. 4 An NNSA official said U.S. treaty obligations prevent fuel enriched by Urenco from being used for tritium production: The answer in general for Urenco is that its enrichment technology has peaceful use restrictions, consistent with section 123(a)(3) of the Atomic Energy Act and our treaty with Euratom [an association of European countries that use nuclear energy], that prevent its deployment in support of nuclear weapons programs or lfor any military purpose.

Robust U.S. nuclear primacy is critical to solve Russian and Chinese aggression
Payne ’12 – professor and head of Defense and Strategic Studies at Missouri State
(Dr. Keith B., Testimony to the Congressional Strategic Posture Commission, United States Senate Appropriations Subcommittee on Energy and Water Development, 7-25-2012)
The GNZC report, however, essentially dismisses this concern by asserting that Russia and China are not now opponents and are unlikely ever to be so again: “The risk of nuclear confrontation between the United States and either Russia or China belongs to the past, not the future.” Such a prediction fits the narrative for further deep reductions, but it does not appear to fit Russian or Chinese actions and statements concerning their ambitions and nuclear developments. Over the past several years, top Russian leaders have made numerous threats of pre-emptive and preventive nuclear attack against US allies and friends. Most recently, the Chief of the Russian General Staff, Gen. Nikolai Makarov threatened a pre-emptive attack against NATO states, and the threat was implicitly nuclear. 11 (Please see the attached compilation of Russian nuclear threats since 2007 by Dr. Mark Schneider). Such threats challenge Western sensibilities and faith in a powerful, global nuclear “taboo,” but they are within the norm of Russian behavior and doctrine regarding nuclear forces. To claim that nuclear weapons will not be salient in contemporary or future US relations with Russia or China is an unwarranted and highly optimistic prediction, not a prudent basis for calculating US deterrence strategies and forces. If wrong, Minimum Deterrence and corresponding low force levels could invite serious risk and provocations. Second, the question of having an adequate deterrence capability cannot be answered simply by determining if we can threaten some given, contemporary set of targets. Deterrence must work in contemporary and future crises, and we will come to those crises with the forces we have in hand. No one knows with confidence “how much of what force” will be necessary for credible deterrence now, and future requirements are particularly arcane because opponents and threats can shift rapidly in this post-Cold War era and the requirements for deterrence correspondingly can change rapidly. This reality complicates the task of calculating “how much is enough” for deterrence. The priority deterrence question now is whether we have sufficient force options and diversity to threaten credibly the wide spectrum of targets that opponents may value over the course of decades. In some plausible scenarios, a small and undiversified US nuclear force may be adequate for deterrence, in other cases, effective deterrence may demand a large and diverse nuclear arsenal with capabilities well beyond those envisaged for Minimum Deterrence. Confident declarations that some fixed Minimum Deterrence force level will prove adequate cannot be based on substance; they reflect only hope and carry considerable risk. Instead, the flexibility and resilience of our forces to adapt to differing deterrence requirements should be considered a fundamental requirement of US force adequacy, and our standing capabilities must be sufficiently large and diverse to adapt to a variety of shifting deterrence demands. It may be convenient to pick some fixed, low number and claim that 300, 400, or 500 weapons will be adequate for deterrence now and in the future, but no one can possibly know if such statements are true. We do know that the more diverse and flexible our forces, the more likely we are to have the types of capabilities needed for deterrence in a time of shifting and uncertain threats, stakes and opponents. But force diversity and flexibility does not come automatically. It is important that our nuclear force posture and infrastructure incorporate these characteristics and that they are manifest to opponents and allies for deterrence and assurance purposes respectively. 

Russian aggression will escalate to nuclear use if the arsenal’s quality degrades
Heinrichs 12 – adjunct fellow at the Foundation for Defense of Democracies (Rebeccah, 07/09, “Obama Pursues “Reset” While Putin Pursues “Get Set”,” http://blog.heritage.org/2012/07/09/obama-pursues-reset-while-putin-pursues-get-set/)
In 2007, Russia began flying nuclear-capable bombers into air zones identified by the U.S., NATO, and Japanese as air defense zones. Indeed, according to October 2011 testimony by Mark Schneider before the House Armed Services Committee, since February 2007, Russian high-level political and military leaders have made an unprecedented number of nuclear threats, including, remarkably, about 15 nuclear-targeting and preemptive nuclear attack threats. The Russian media routinely report that Moscow is conducting regional military exercises involving simulated nuclear weapons strikes against the U.S., NATO, and China. Nuclear deterrence depends on a foe’s belief that its enemy is willing and able to employ nuclear weapons. Russian President Vladmir Putin understands this and has made nuclear weapons the centerpiece of Russian foreign policy. Nuclear weapons embolden Russia to push back and undermine U.S. foreign policy objectives throughout the world. The Obama Administration, however, continues to take “the world” down the path to zero nuclear weapons by eliminating or failing to modernize the U.S. nuclear arsenal and to pursue “reset” with Russia while Moscow undermines, insults, embarrasses, and threatens to nuke the U.S. and our allies. Indeed, if the U.S. continues along the current path of disarmament, the best the U.S. can hope for is strategic nuclear parity with Russia. If the U.S. continues to disarm while Russia is permitted to retain its overwhelming 10-to-1 advantage over the U.S. in short-range nuclear weapons, Russia will certainly attain overall nuclear superiority over the U.S. Clearly, the Russians don’t believe that the U.S. is willing to do whatever is needed to protect and defend itself and its allies, and it’s possible our allies are beginning to doubt this as well. It is past time for an about-face in U.S. relations toward Russia and in U.S. nuclear deterrence strategy. The U.S. commander in chief should make perfectly clear that he is in fact willing and able to do whatever is required of him to protect and defend the U.S. and its allies and has at his disposal a credible nuclear force capable of conveying this message.

Extinction
Hallam 9 – Editor of Nuclear Flashpoints, cites Toon and Robock (John, John Burroughs and Marcy Fowler, Lawyers’ Committee on Nuclear Policy, “Lowering the operational readiness of nuclear weapons systems,” PDF)
Why did an article in the September 2008 edition of the Bulletin of the Atomic Scientists, entitled 'avoiding human extinction' give a list of measures needed to avoid that, with lowering the operating status of nuclear weapon systems (along with their elimination) topping the rather consequential 'to - do' list, even before climate - change measures and incoming large asteroids? Why over the years has this issue been thought so important at such a high level? The US and Russia undeniably keep a large number (estimated by Blair at 2,654 by Kristensen more recently 2,300) of nuclear warheads (both land - based ICBMs and SLBMs) in a status in which they can be launched at roughly 2 minutes or less notice. This fact is never seriously disputed. The core of the issue is that standard operating procedures envisage extremely short decision making timeframes, and these are imposed by the simple fact of having some missiles on quick - launch status. Careful and measured decision-making in such a situation is simply not possible. Yet the consequences of such decisions are truly apocalyptic. Recent research by US scientists (Toon and Robock 2008/9) on the effects of the use of US and Russian arsenals indicates that even at levels down to 1000 warheads, the use by malice, madness, miscalculation or malfunction of the 'on alert' portions of US and Russian strategic nuclear forces would be essentially terminal for civilization.

Conflicts in the South China Sea are likely due to regional build-up—U.S. deterrence with China prevents escalation
Kaplan ’11 – senior fellow at the Center for a New American Security
(Robert D. Kaplan, national correspondent for the Atlantic and a member of the U.S. Defense Department’s Defense Policy Board, “The South China Sea Is the Future of Conflict”, Foreign Policy, Sept/Oct 2011, http://www.foreignpolicy.com/articles/2011/08/15/the_south_china_sea_is_the_future_of_conflict?page=0,4)
The South China Sea presages a different form of conflict than the ones to which we have become accustomed. Since the beginning of the 20th century, we have been traumatized by massive, conventional land engagements on the one hand, and dirty, irregular small wars on the other. Because both kinds of war produced massive civilian casualties, war has been a subject for humanists as well as generals. But in the future we just might see a purer form of conflict, limited to the naval realm. This is a positive scenario. Conflict cannot be eliminated from the human condition altogether. A theme in Machiavelli's Discourses on Livy is that conflict, properly controlled, is more likely than rigid stability to lead to human progress. A sea crowded with warships does not contradict an era of great promise for Asia. Insecurity often breeds dynamism. But can conflict in the South China Sea be properly controlled? My argument thus far presupposes that major warfare will not break out in the area and that instead countries will be content to jockey for position with their warships on the high seas, while making competing claims for natural resources and perhaps even agreeing to a fair distribution of them. But what if China were, against all evidential trends, to invade Taiwan? What if China and Vietnam, whose intense rivalry reaches far back into history, go to war as they did in 1979, with more lethal weaponry this time? For it isn't just China that is dramatically building its military; Southeast Asian countries are as well. Their defense budgets have increased by about a third in the past decade, even as European defense budgets have declined. Arms imports to Indonesia, Singapore, and Malaysia have gone up 84 percent, 146 percent, and 722 percent, respectively, since 2000. The spending is on naval and air platforms: surface warships, submarines with advanced missile systems, and long-range fighter jets. Vietnam recently spent $2 billion on six state-of-the-art Kilo-class Russian submarines and $1 billion on Russian fighter jets. Malaysia just opened a submarine base on Borneo. While the United States has been distracted by land wars in the greater Middle East, military power has been quietly shifting from Europe to Asia. The United States presently guarantees the uneasy status quo in the South China Sea, limiting China's aggression mainly to its maps and serving as a check on China's diplomats and navy (though this is not to say that America is pure in its actions and China automatically the villain). What the United States provides to the countries of the South China Sea region is less the fact of its democratic virtue than the fact of its raw muscle. It is the very balance of power between the United States and China that ultimately keeps Vietnam, Taiwan, the Philippines, Indonesia, Singapore, and Malaysia free, able to play one great power off against the other. And within that space of freedom, regionalism can emerge as a power in its own right, in the form of the Association of Southeast Asian Nations (ASEAN). Yet, such freedom cannot be taken for granted. For the tense, ongoing standoff between the United States and China -- which extends to a complex array of topics from trade to currency reform to cybersecurity to intelligence surveillance -- threatens eventually to shift in China's favor in East Asia, largely due to China's geographical centrality to the region.

Escalation is likely now—China views the region as an energy-security issue
Buszynski ’12 – visiting fellow at the Strategic and Defence Studies Centre at the Australian National University
(Leszek, “The South China Sea: Oil, Maritime Claims, and U.S.-China Strategic Rivalry”, Center for Strategic and International Studies, 2012, http://csis.org/files/publication/twq12springbuszynski.pdf)
The risk of conflict escalating from relatively minor events has increased in the South China Sea over the past two years with disputes now less open to negotiation or resolution. Originally, the disputes arose after World War II when the littoral state—China and three countries of the Association of Southeast Asian Nations (ASEAN), Indonesia, Malaysia and the Philippines, as well as Vietnam which joined later—scrambled to occupy the islands there. Had the issue remained strictly a territorial one, it could have been resolved through Chinese efforts to reach out to ASEAN and forge stronger ties with the region. Around the 1990s, access to the sea’s oil and gas reserves as well as fishing and ocean resources began to complicate the claims. As global energy demand has risen, claimants have devised plans to exploit the sea’s hydrocarbon reserves with disputes not surprisingly ensuing, particularly between China and Vietnam. Nevertheless, these energy disputes need not result in conflict, as they have been and could continue to be managed through joint or multilateral development regimes, for which there are various precedents although none as complicated as the South China Sea. Now, however, the issue has gone beyond territorial claims and access to energy resources, as the South China Sea has become a focal point for U.S. —China rivalry in the Western Pacific. Since around 2010, the sea has started to become linked with wider strategic issues relating to China’s naval strategy and America’s forward presence in the area. This makes the dispute dangerous and a reason for concern, particularly as the United States has reaffirmed its interest in the Asia Pacific and strengthened security relations with the ASEAN claimants in the dispute.

That escalation would lead to a great power war
Summers 12 (Dave, co-founder of The Oil Drum and professor emeritus of mining at Missouri S&T, Tech Talk - Tensions Over Oil in the South China Sea, 8/12/12, http://www.theoildrum.com/node/9396)
The disputes are now moving to possibly bring in additional players, with China already accusing the United States of meddling, and this just after Secretary Clinton had appeared to make some progress in defusing the tensions. These tensions in the region are not new, and in his book “Resource Wars” Michael Klare listed some of the conflicts that had taken place between some of the involved parties in the years to 2001, when the book was written. In several cases shots had been fired and people died, as the different nations tried to establish claims, most particularly to various, otherwise uninhabited islands in the Spratly Islands. In 1974, China seized the Paracel Islands from Vietnam, and in the resulting conflict a Vietnamese naval vessel was sunk, and several soldiers were killed. In 1988, the Chinese and Vietnamese navies exchanged shots at Johnson reef (video here) with Vietnam losing three ships. In 1992, Vietnam accused China of landing troops at Da Luc Reef, and China seized 20 cargo ships in the ongoing dispute. Both parties have landed on different islands as a way of seeking to claim the territory and the Vietnamese Parliament has just (2012) passed a law establishing sovereignty over the Paracel and Spratly Islands. This has raised more tension with China. The conflicts are not just between China and Vietnam - in 1995, the Philippine government discovered that China had built a military base at Mischief Reef, which lies some 150 miles from Palawan Island, and as Michael Klare notes, well within the 200-mile territorial waters of the Philippines (which extend 200 miles – to simplify the explanation of the nuances of maritime law). Given that there are mutual defense treaties between the USA and the Philippines (dating from 1951) and that China militarily rebuffed the Philippine ships sent to investigate, created new tensions in the region. An Army War College review paper has noted the military buildup that is now occurring: Aside from China's long-term modernization plan for both her Army and Navy, Brunei, Malaysia, and Indonesia have purchased aircraft from the United Kingdom. Malaysia bought guided missile frigates from the United Kingdom and Indonesia purchased sixteen corvettes from the former East Germany. Even the financially strapped Philippines is acquiring Italian aircraft and is also considering an additional $14 billion for defense modernization. The possibility of a regional arms race is clearly very real, if not already underway. The situation at Mischief Reef has continued to evolve. As Strategy World notes: For over three decades China has been using a gradual strategy that involves first leaving buoys (for navigation purposes, to assist Chinese fishermen), followed by temporary shelters (again, for the Chinese fishermen) on islets or reefs that are above water but otherwise uninhabited. If none of the other claimants to this piece of ocean remove the buoys or shelters, China builds a more permanent structure to aid passing Chinese fishermen. This shelter will be staffed by military personnel who will, of course, have radio, radar, and a few weapons. If no one attacks this mini-base, China will expand it and warn anyone in the area that the base is Chinese territory and that any attempts to remove it will be seen as an act of war. The Vietnamese tried to get physical against these Chinese bases in 1974 and 1988 and were defeated both times. Since the initial incident, the small base at Mischief reef has been expanded into a more substantial military base whose presence is now being used to justify a Chinese objection to the Philippine authorized drilling for oil off Palawan Island. The Chinese have also prepared to start drilling around Palawan Island, bringing the Philippine Navy back into the dispute. And further north the Chinese Drilling Ship the CNOOC 981 has begun (in early May) to drill around the Paracel Islands. This is the first deep water well that the company has drilled itself, the fifteen earlier such wells being drilled by CNOOC partners. The exploration vessel Ocean Oil 708 is now also working in the disputed region. Although the tensions have not accelerated as swiftly as Michael Klare anticipated when he wrote “Resource Wars” over a decade ago, they are nevertheless indicative of the aggressive position that China is taking to secure as much oil and gas as it can for future needs. With the modernization of their navy there some quite serious concerns developing over their future plans, since territorial issues can lead on to much greater conflict that we have seen so far in the region. The disputes has now spread to Scarborough Shoal where an initial arrival of Chinese fishing vessels has been followed by support vessels from Chinese government agencies. Scarborough shoal lies 124 miles from the main Philippine island of Luzon. However China insists it has sovereign rights to all of the South China Sea, even waters close to the coast of other countries and hundreds of kilometres from its own landmass. This makes claims for even the smallest piece of land projecting from the sea more critical.
Extinction
Hunkovic 9 – American Military University (Lee J., “The Chinese-Taiwanese Conflict: Possible Futures of a Confrontation between China, Taiwan and the United States of America,” http://www.lamp-method.org/eCommons/Hunkovic.pdf)
A war between China, Taiwan and the United States has the potential to escalate into a nuclear conflict and a third world war, therefore, many countries other than the primary actors could be affected by such a conflict, including Japan, both Koreas, Russia, Australia, India and Great Britain, if they were drawn into the war, as well as all other countries in the world that participate in the global economy, in which the United States and China are the two most dominant members.

No war impacts can happen in the world of the Aff—nuclear deterrence provides conflict escalation control
William J. Perry and James R. Schlesinger, chairman and vice-chairman of the Congressional Commission on the Strategic Posture of the United States, “America’s Strategic Posture,” 2009, http://media.usip.org/reports/strat_posture_report.pdf
In today’s world, this simple approach is dif-ficult to replicate. As the security environment has grown more complex and fluid, the United States faces a diverse set of potential opponents, circumstances, and threats for which nuclear deterrence might be relevant. This implies that the United States needs a spectrum of nuclear and nonnuclear force employment options and flexibility in planning along with the traditional requirements for forces that are sufficiently lethal and certain of their result to threaten an appropriate array of targets credibly. It also underscores the potential challenges of effective deterrence, as it brings with it more openings for ignorance, extreme motivations, distorted communications, and a lack of mutual understanding. Essential to the future effective functioning of deterrence is that we gain insights into the strategic thinking of the nations being deterred, so that we can understand their motivations and how to communicate effectively with them in crisis. But even with a careful assessment of the pertinent details and context, deterrence is uncertain. All nations, unsurprisingly, seek to protect what they value. And some have expended considerable effort to protect assets they highly value, rendering them vulnerable only to nuclear threats, if that. One additional design factor requires discussion here: given that deterrence is uncertain and may prove unreliable, the United States must also design its strategic forces with the objective of being able to limit damage from an attacker if a war begins. Such damage-limitation capabilities are important because of the possibility of accidental or unauthorized launches by a state or attacks by terrorists. Damage limitation is achieved not only by active defenses, including missile defense, but also by the ability to attack forces that might yet be launched against the United States or its allies.

Independently of escalation control, U.S. nuclear primacy deters the use of bioweapons attack
Thayer 12, Bradley, professor of political science at Baylor University [“THAYER: Preserving our nuclear deterrence,” February 17th, http://www.washingtontimes.com/news/2012/feb/17/preserving-our-nuclear-deterrence/] 
Finally, nuclear weapons deter the use of other weapons of mass destruction, such as biological weapons or chemical weapons, against the U.S. homeland, allies or U.S. military. Nuclear weapons aid Uncle Sam’s ability to coerce opponents as well for three reasons. First, in a crisis situation, nuclear weapons help persuade a challenger not to escalate to a higher level of violence or move up a rung on the escalation ladder. Second, although laden with risks, they also provide the possibility of attacking first to limit the damage the United States or its allies would receive. Whether the U.S. would do so is another matter. But possessing the capability provides the nation with coercive capabilities in crisis situations or war. Third, nuclear weapons give the United States the ability to threaten nuclear first-use to stop a conventional attack or limited nuclear attack and to signal the risk of escalating violence to a higher level.

And, it prevents bioweapons transfer to non-state actors
Malet and Rogers ’12 – assistant professor of political science at Colorado State and B.A. candidate at Colorado State
(David and Herman, also director of the Center for the Study of Homeland Security at Colorado State University, “Biological Weapons and Security Dilemmas”, Whitehead Journal of Diplomacy and International Relations, 
If pathogens make poor weapons of war, why do states continue to pursue biological weapons programs? The continuation of biological weapons programs into the twenty-first century is attributable to several factors. First, as the Amerithrax investigations indicated, the United States and several developed states have ongoing biological programs producing “offensive” biological agents for the sake of biodefense. Potential rival states are similarly compelled to develop their own bioweapon programs to produce defenses against the capabilities of the established powers. Also, the technological advances accompanying the so-called “Revolution in Military Affairs,” coupled with the sheer scope of American defense spending, have produced conventional US forces so advanced that the only way to attempt to check them is through asymmetric means. As a former Indian military chief of staff explained, those planning to engage the United States militarily “should avoid doing so until and unless they possess nuclear weapons.”13 However, because of the difficulty in developing nuclear weapons, and the potentially easy acquisition of naturally-occurring pathogens, biological weapons provide an ideal alternative. In many cases, CBRN arsenals are the quickest way that states and non-state actors can legitimize their authority among constituents. It is little wonder that biological weapons are often referred to as the “poor man’s nuclear bomb.”14 And yet, states are still subject to deterrence through the same threats of massive retaliation issued at the height of the Cold War. One possible response by rogue states could be the clandestine transfer of CBRN material to non-state actors, a concern cited as significant enough to justify preemptive war against Iraq and continued engagement with flawed regimes in Pakistan 1 5 . The underlying assumption behind this threat is that terrorists want CBRN weapons and sympathetic states would be willing to share them either in support of their cause or so that non-state actors are blamed for attacks masterminded by governments that could maintain plausible deniability. This presumes that authoritarian regimes would trust actors outside of their direct control with sensitive material, and furthermore, trust them to follow their established foreign policy objectives. This strategy would probably leave such rogue states more vulnerable than empowered, and they are therefore unlikely to proliferate to non-state actors 1 6.

Bioweapons will cause extinction
Matheny ‘7 
(Jason G. Matheny, Department of Health Policy and Management, Bloomberg
School of Public Health, Johns Hopkins University, “Reducing the Risk of Human Extinction”, Risk Analysis, Vol. 27, No. 5, 2007)
Of current extinction risks, the most severe may be bioterrorism. The knowledge needed to engineer a virus is modest compared to that needed to build a nuclear weapon; the necessary equipment and materials are increasingly accessible and because biological agents are self-replicating, a weapon can have an exponential effect on a population (Warrick, 2006; Williams, 2006). 5 Current U.S. biodefense efforts are funded at $5 billion per year to develop and stockpile new drugs and vaccines, monitor biological agents and emerging diseases, and strengthen the capacities of local health systems to respond to pandemics (Lam, Franco, & Shuler, 2006).

Philosophical defense of our arguments—
We have a firm epistemological basis—empiricism, quantitative evidence, case studies, counterfactual analysis, and game theory all validate the theory of deterrence
Rauchhaus ‘9
(Rauchhaus, Robert. “Evaluating the Nuclear Peace Hypothesis: A Quantitative Approach,” Journal of Conflict Resolution, 2/5/09 jcr.sagepub.com/cgi/content/abstract/53/2/258>)
In recent years, neo-liberal explanations of the Long Peace have received the most rigorous empirical scrutiny. 7 Realist explanations including the distribution of power, system polarity, and alliance systems have also received considerable attention. 8 Surprisingly, the nuclear peace hypothesis—one of the central tenants of realist explanations for the Long Peace— has received relatively little quantitative scrutiny. Scholars have employed case studies, counterfactual analysis, and formalized their arguments with game theory, but, with the exception of this issue (Gartzke and Jo, Horowitz, Beardsley and Asal, This issue), only a handful of studies have attempted to quantitatively evaluate the effects of nuclear weapons (Bueno de Mesquita and Riker 1982; Geller 1990; Asal and Beardsley 2007). Moreover, previous quantitative studies have exclusively focused on the relationship between nuclear weapons and crises, or between nuclear weapons and dispute escalation. The relationship between nuclear weapons and the probability of war remains quantitatively untested. The central purpose of this paper is to offer an empirical answer to the question: do nuclear weapons reduce the probability of war? To answer this question, this project borrows 3 heavily from the last 15 years of work on democratic peace theory (DPT). Beginning with Maoz and Russett (1993), the dyadic DPT research design has been reproduced in dozens of articles and survived peer review in nearly every leading journal of political science and international relations. Building on Pevehouse and Russett (2006) and using the same key “control” variables, this study incorporates new data that allow for the quantitative evaluation of the nuclear peace hypothesis. The results presented below indicate that the impact of nuclear weapons is more complicated than is conventionally appreciated. Both proliferation optimists (Waltz 1981) and proliferation pessimists (Sagan 1994) find confirmation of some of their key claims. As proliferation optimists contend, when two states possess nuclear weapons, the odds of war drop precipitously. However, in most other respects, proliferation pessimists find vindication of their position. In disputes where only one of two parties posses nuclear weapons, there is an increased chance of war. Moreover, nuclear weapons are generally associated higher likelihoods of crises, uses of force, and conflicts involving lower-levels of casualties. The findings of this article are consistent with the larger themes of the special issue, demonstrating that nuclear possession can enhance the security of their possessors by shifting conflict to the lower end of the intensity spectrum.

Our methodology is sound and objective
Rauchhaus ‘9
(Rauchhaus, Robert. “Evaluating the Nuclear Peace Hypothesis: A Quantitative Approach,” Journal of Conflict Resolution, 2/5/09 jcr.sagepub.com/cgi/content/abstract/53/2/258>)
The research design employed in this study follows in the footsteps of studies on the democratic peace. More than two centuries after its publication, Kant’s Perpetual Peace (1795) continues to inspire scholars working in this area. 11 Kant’s contention that democracies are less war-prone has been proved false, but a variation of the democratic peace is now widely accepted. In its third and most recent incarnation, the democratic peace holds that democracies are less likely to fight one another. 12 According to one leading scholar, the current version of the democratic peace is “the closest thing we have to a law in international politics” (Levy 1988, 653). 13 Beginning with work by Babst (1964, 1972) and Small and Singer (1976), the quantitative DPT research program has generated dozens of books and hundreds of articles. This study especially benefits from the line of research started by Maoz and Russett (1993), which has 11 grown to include nearly a dozen studies that add independent variables (e.g., trade and international organization membership), broaden the time span (1885-1992), and use more rigorous statistical methods. 14 This study modifies one of the more recent studies (Pevehouse and Russett 2006) with new data on nuclear weapons. There are a number of reasons why this research design is a good fit for evaluating the nuclear peace. First, the questions are analogous. Asking whether two democratic states are less likely to fight one another is very similar to asking whether two nuclear states are less likely to fight one another. The dyadic structure of the dataset allows us to examine the effects of nuclear symmetry and nuclear asymmetry. Second, this research design is extremely well vetted. Scholars know a great deal about the research design, data and statistical models. Third, the results presented in this study are easy to compare with earlier work. The problem of two studies potentially “talking past” one another is avoided because variables are operationalized in the same way. Finally, this research design has advanced neo-liberal explanations of the “Long Peace.” If neo-realist and rational deterrence theory find empirical support from a research design developed by neo-liberal scholars, then this represents somewhat of a hard test—it certainly mitigates against the concern that the research design was purposely created to privilege the hypotheses being tested. 

Even if we’re wrong about the psychological aspect of deterrence or rationality, our assumptions are still correct—nuclear deterrence pacifies conflict
Rauchhaus ‘9
(Rauchhaus, Robert. “Evaluating the Nuclear Peace Hypothesis: A Quantitative Approach,” Journal of Conflict Resolution, 2/5/09 jcr.sagepub.com/cgi/content/abstract/53/2/258>)
Scholars who are critical of nuclear deterrence have generally avoided questioning whether nuclear weapons make war less likely. Instead, they usually take one of two approaches. “Safety critics” warn that the nuclear weapons pose a danger because of accidental detonations and inadvertent escalation (Sagan 1993). In contrast, “moral critics” argue that nuclear weapons should be eliminated because they violate international law, are immoral, or both (Falk and Lifton 1991). Oddly enough, neither safety critics nor moral critics tend to question whether nuclear weapons deter war. To the contrary, some critics have assumed that nuclear weapons do indeed reduce the chance of conflict, but argue instead that their deterrent value is outweighed by 7 safety concerns and the prospects of more proliferation (Sagan 1994). Scholars have also examined the theoretical underpinnings of nuclear deterrence from a number of other perspectives. Using game theory and other formal methods, scholars have examined crisis stability, various deterrent strategies, the credibility of threats, and the consequences of proliferation (Berkowitz 1985; Brito and Intriligator 1996; Bueno de Mesquita and Riker 1982; Harvey and James 1996; Intriligator and Brito 1981; Langlois 1991; Nalebuff 1988; Powell 1985; 1987; 1988; 1989a; 1989b; 1990; Schelling 1960, 1966; Wagner 1991; Zagare and Kilgour 2000). Others have scrutinized the psychological underpinnings of deterrence and the assumption of rationality (Jervis 1984; 1989; Jervis, Lebow, and Stein 1985). Despite the potential problems associated with nuclear deterrence, the pacifying effects of nuclear weapons are seldom challenged. In these and other studies, the concern is generally for the potential failure of nuclear deterrence, not for the irrelevance of nuclear deterrence. Thus, with only a few caveats and exceptions, the literature on nuclear deterrence makes a rather unambiguous prediction. 9 Hypothesis 1: The probability of major war between two states will decrease if both states possess nuclear weapons.

A stable system of deterrence creates a stable ontological context for interaction and expectations among states—leads to the forging of new collective identities
Lupovici 8 (Amir, Post-Doctoral Fellow Munk Centre for International Studies, Why the Cold War Practices of Deterrence are Still Prevalent: Physical Security, Ontological Security and Strategic Discourse, http://www.cpsa-acsp.ca/ papers-2008/Lupovici.pdf, AD: 9/22/10) jl
Since deterrence can become part of the actors’ identity, it is also involved in the actors’ will to achieve ontological security, securing the actors’ identity and routines. As McSweeney explains, ontological security is “the acquisition of confidence in the routines of daily life—the essential predictability of interaction through which we feel confident in knowing what is going on and that we have the practical skill to go on in this context.” These routines become part of the social structure that enables and constrains the actors’ possibilities (McSweeney, 1999: 50-1, 154-5; Wendt, 1999: 131, 229-30). Thus, through the emergence of the deterrence norm and the construction of deterrence identities, the actors create an intersubjective context and intersubjective understandings that in turn affect their interests and routines. In this context, deterrence strategy and deterrence practices are better understood by the actors, and therefore the continuous avoidance of violence is more easily achieved. Furthermore, within such a context of deterrence relations, rationality is (re)defined, clarifying the appropriate practices for a rational actor, and this, in turn, reproduces this context and the actors’ identities. Therefore, the internalization of deterrence ideas helps to explain how actors may create more cooperative practices and break away from the spiral of hostility that is forced and maintained by the identities that are attached to the security dilemma, and which lead to mutual perception of the other as an aggressive enemy. As Wendt for example suggests, in situations where states are restrained from using violence—such as MAD (mutual assured destruction)—states not only avoid violence, but “ironically, may be willing to trust each other enough to take on collective identity”. In such cases if actors believe that others have no desire to engulf them, then it will be easier to trust them and to identify with their own needs (Wendt, 1999: 358-9). In this respect, the norm of deterrence, the trust that is being built between the opponents, and the (mutual) constitution of their role identities may all lead to the creation of long term influences that  preserve the practices of deterrence as well as the avoidance of violence. Since a basic level of trust is needed to attain ontological security,21 the existence of it may further strengthen the practices of deterrence and the actors’ identities of deterrer and deterred actors. In this respect, I argue that for the reasons mentioned earlier, the practices of deterrence should be understood as providing both physical and ontological security, thus refuting that there is necessarily tension between them. Exactly for this reason I argue that Rasmussen’s (2002: 331-2) assertion—according to which MAD was about enhancing ontological over physical security—is only partly correct. Certainly, MAD should be understood as providing ontological security; but it also allowed for physical security, since, compared to previous strategies and doctrines, it was all about decreasing the physical threat of nuclear weapons. Furthermore, the ability to increase one dimension of security helped to enhance the other, since it strengthened the actors’ identities and created more stable expectations of avoiding violence. 

Deterrence is ethical—it forces responsibility and is fundamentally a defensive posture
Colby ‘7 
(Elbridge. IOrbis v. 51 no3 Summer 2007)
In between these two extremes, deterrence is a security policy that offers a way forward for the United States that is not only more effective because more tailored, but is also more moral. It is more moral because a deterrent posture would entail a strategy that is more proportionate, more necessary, more responsive, and, ultimately, more just. Indeed, deterrence comports with the fundamental human intuition that it is generally only moral to ﬁght when attacked. In this it complies with the classical conception of just war, which mandates that wars only be conducted when one’s cause is just, waged by a legitimate authority, motivated by a right intent, fought with a real prospect of success, conducted proportionately, and undertaken only as a last resort. Deterrence satisﬁes these criteria. It is a defensive strategy that responds to invasions or attacks, and is therefore just; it sets out relatively clear guide-lines for when it mandates that the government ﬁght, and, therefore, is governed by legitimate authority. It is driven by a desire to protect, deter, and avenge, and is therefore motivated by right intent; its realistic red lines and threats are backed up by the awesome power of the United States, and therefore likely to succeed; and it responds when attacked and asks from the rest of the international community only respect for its marked out positions rather than revolutionary transformation, and is therefore proportional.22 Finally, by its nature it is undertaken as a last resort rather than preventively.23 It was the fundamental moral attractiveness of this position that continually frustrated both Soviet efforts to decouple Europe from the American nuclear umbrella during the Cold War and occasional American efforts to roll back the Soviet empire. But theorizing about war and peace cannot remain at the level of abstraction. It must bear moral responsibility for actual consequence and the power of contingency, as Max Weber pointed out.24 And deterrence, defense by calculation, uniquely satisﬁes the moral requirement that leaders, whatever their benevolent intentions, are basically responsible for the consequences that contingency produces from their actions. This it does by grounding a nation’s security on its own credible threats—not on either changing the world through force, as neo-conservatives advocate, nor by hoping that a more peaceful world will emerge, as the left proposes. Both of these extremes ground security on radical changes in the way the world operates, and, therefore, necessarily enmesh us in the rest of the world’s affairs, thereby exponentially expanding our vulnerability to all the permutations that chance and contingency may produce. Deterrence, rather, narrows our proﬁle, and thereby reduces our exposure to risk.

Plan

The United States Department of Energy should fully approve the United States Enrichment Corporation’s currently pending loan guarantee application for the American Centrifuge Project.

Maybe - The United States Department of Energy should approve the United States Enrichment Corporation’s currently pending $2 billion loan guarantee application for the American Centrifuge Project.

Contention 3 Solvency

Granting USEC the loan guarantee is critical to third party financing and credibility for the ACP—technical feasibility and other hurdles have already been met
Schmidt ‘9 – Former U.S. Representative
(Jean Schmidt, speech from Congress, “Where are the Jobs?”, 7-29-2009, http://votesmart.org/public-statement/445368/where-are-the-jobs)
The United States Enrichment Corporation, called USEC, is deploying American Centrifuge technology to provide the dependable, long-term, U.S.-owned and developed nuclear fuel production capability needed to support the country's nuclear power plants, nuclear submarines, and a robust nuclear deterrent. Mr. Speaker, we have dozens of nuclear power plants in this country that all require nuclear fuel. And we have a Navy who, as I speak, is sailing in every ocean across the globe. And we have weapons of mass destruction that will become a useless deterrent without fresh tritium. Without the American Centrifuge Plant, in 5 years' time, we will have no ability in the United States to enrich uranium to keep our lights on, our ships at sea, or a deterrent potential. In 5 years, we will be forced to purchase uranium from foreign suppliers as we do with most of our oil. I don't want to depend on foreigners for this kind of product. The American Centrifuge Plant holds great promise. Unfortunately, in order to meet this promise, USEC needed a loan guarantee from the Federal Government. Now, I want to repeat that. It needed a loan guarantee from the Federal Government. You see, USEC has already invested $1.5 billion and has offered another billion dollars of corporate support. It did this with the expectation that the Department of Energy would make available a $2 billion loan guarantee needed to finance the full-scale deployment of the American Centrifuge Plants. Now, I want to refer to this chart here. Why were they so confident in that? Well, you see on September 2, 2008, when President Obama was running for election, he wrote a letter to our Governor, Ted Strickland. This is the full letter so you can see it. I'm not taking it out of context. He said, Under my administration, energy programs that promote safe and environmentally sound technologies and are domestically produced, such as the enrichment facility in Ohio, will have my full support. I will work with the Department of Energy to help make loan guarantees available for this and other advanced energy programs that reduce carbon emissions and break the tie to high-cost and foreign-energy sources. This is what this letter said. So you understand that USEC was very, very confident that they were going to get that loan guarantee. But instead, on Monday night, the Department of Energy really pulled the rug out from all of us. I got a phone call asking me to call the White House, and I learned Monday night that the Department of Energy was going to withdraw its promise and they were actually asking USEC to withdraw its application and to try it again in 18 months. I was actually told on the phone that if they did that, then the Department of Energy would give them $45 million, $30 million, and another $15 million if they would rescind this. And that kind of shocked me. The next day it also shocked the folks at USEC because, you see, they had this letter that the President had given to our Governor, Ted Strickland, that said those loan guarantees would be given. Mr. Speaker, the American Centrifuge Plant currently supports more than 5,700 jobs and will help create 2,300 more within a year of commencement of the loan-guarantee funding. That's 2,300 additional jobs to my district. Now, because the Department of Energy has contradicted a promise that our President made in September of last year to our Governor and to those men and women in this area of the State, those jobs are in jeopardy. And I was on the phone with one of my constituents earlier today. Pink slips are being given out at the USEC plant. The Department of Energy has told the media the reasons for their denial were threefold: the cost subsidy estimate, a new requirement for another $300 million of capital, and the questions of technology. Well, the first question offered by the DOE is a little laughable. It turns out that the government isn't really backing these loans. Instead, the Department of Energy is charging a risk-of-failure fee to each of the folks that agrees to back the loans. These fees are pulled together to eliminate any risk to the taxpayers that actually have been given a loan guarantee. They determined that the fee for this loan would be $800 million on a $2 billion loan. So USEC is supposed to come up with $800 million on a $2 billion loan. I don't know about you, but in my neck of the woods, we call that like loan sharking. The second reason for denying the guarantee is a new need to set aside an additional 300 million for contingencies. Well, I can think where you and I see that that is headed. After the risk premium is paid, apparently USEC still has to come up with more money to make the Department of Energy feel more comfortable about giving these loans. But the last question, I think, is the most surprising, because the last reason is one where they say they have got technical questions, and this is the one that is the most absurd of all, because, quite frankly, this technology is out there. France is using it, England is using it. Would it surprise you to know, Mr. Speaker, that Iran is using it? But what I found most disturbing is that the Department of Energy hired a technology expert, as required by law, and they went through the technology and wrote a long report, and in fact the guy ran back to give it to the Department of Energy on Tuesday. That was the day after the Department of Energy made their decision. They made that decision on Monday night. They made it without any regard for the report they were relying on for this very important project. It is not just a project, Mr. Speaker, that continues to help the folks in my district. And it is important to me, because, Mr. Speaker, this is my district, and these are my folks and these are my friends. I have become friends with these people. This is the part of my community that doesn't have a lot of job opportunities, and they welcomed this job opportunity. They embraced it. And I believe that the President believes in this project, as he stated on September 2, 2008. But I think there must be some sort of disconnect with the Department of Energy. There is a chart here, and I would like to go through the chart a little bit again so we can clearly understand what is going on. The issue: credit subsidy cost estimated by the DOE to be $800 million. Well, let me be a little clearer. The estimate was never provided in writing. The methods of calculation were never disclosed or explained. An $800 million subsidy cost is not reasonable. I think it is outrageous, given USEC's fully collateralized $1 billion parent guarantee, standard credit, and, yes, yield exposures of $24 million to $74 million based on credit ratings of C to BB-minus and assets recoveries of only 20 to 30 percent of the cost. The DOE calculation clearly ignores the value of $1.5 billion invested by USEC to date and another billion of non-project collateral offered by USEC, consisting primarily of natural and enriched uranium inventories. The second issue, an additional need for $300 million of additional capital. USEC offered a legally binding capital commitment, which DOE agreed met statutory and regulatory requirements. USEC's fully collateralized $1 billion parent guarantee designed to permit loan to commerce while USEC raised additional equity while fully protecting the taxpayers. USEC's financial adviser stated that with the loan guarantee, $100 million to $150 million of capital could be raised in the public market. USEC has commenced discussions with strategic suppliers to obtain vendor financing for the balance. And the final, the technical readiness of American Centrifuge Technology. The DOE LGPO concluded that ACT was not ready to move to commercial scale operations prior to receiving the independent engineer's written assessment. The independent engineer had only been working for 12 days when DOE acted. DOE was scheduled to review the classified independent engineer report on July 28, and the DOE representative traveled to Tennessee to do so, unaware of the LGPO's decision the night before. American Centrifuge is based on technology which DOE initially developed in the 1970s and the 1980s and subsequently operated it for 10 years. USEC-approved centrifuges have been operating in the Lead Cascade for over 225,000 hours. The DOE has acknowledged that USEC met the milestone under the 2002 agreement between DOE and USEC, which requires obtaining satisfactory reliability and performance data from Lead Cascade operations, the last requirement to be met besides obtaining financing prior to commencing commercial plant construction and operations. Mr. Speaker, I don't understand what is going on here, I don't think that this body understands what is going on here, and I am not even sure that the President even understands what is going on here with the Department of Energy. But I am very confused. More than that, I am very outraged because I believe that we have to have energy independence, but we also have to have security for this Nation. Energy independence depends upon a variety of sources of energy, including nuclear power, but you have to have the stuff to make that nuclear power. In 5 years, we will no longer be the people that are producing the stuff that it takes to make that nuclear power. That is why this project is so important, not just for the 2,000 jobs that will be lost.


Unconditional nature of the plan specifically is key—further delays or roadblocks means USEC would pull out of the project
USEC ‘12
(“Funding”, 2012, http://www.usec.com/american-centrifuge/what-american-centrifuge/plant/funding)
USEC needs significant additional financing in order to complete the American Centrifuge Plant. USEC believes a loan guarantee under the DOE Loan Guarantee Program, which was established by the Energy Policy Act of 2005, is essential to obtaining the funding needed to complete the American Centrifuge Plant. In July 2008, USEC applied under the DOE Loan Guarantee Program for $2 billion in U.S. government guaranteed debt financing for the American Centrifuge Plant. Instead of moving forward with a conditional commitment for a loan guarantee, in the fall of 2011, DOE proposed a two-year RD&D program for the project. DOE indicated that USEC’s application for a DOE loan guarantee would remain pending during the RD&D program but has given USEC no assurance that a successful RD&D program will result in a loan guarantee. Additional capital beyond the $2 billion of DOE loan guarantee funding that USEC has applied for and USEC’s internally generated cash flow will be required to complete the project. USEC has had discussions with Japanese export credit agencies regarding financing up to $1 billion of the cost of completing the American Centrifuge Plant. Additional capital will also be needed and the amount of additional capital is dependent on a number of factors, including the amount of any revised cost estimate and schedule for the project, the amount of contingency or other capital DOE may require as part of a loan guarantee, and the amount of the DOE credit subsidy cost that would be required to be paid in connection with a loan guarantee. USEC has no assurances that it will be successful in obtaining this financing and that the delays it has experienced will not adversely affect these efforts. If conditions change and deployment of the American Centrifuge Plant becomes no longer probable or becomes delayed significantly from USEC’s current expectations, USEC could expense up to the full amount of previously capitalized costs related to the American Centrifuge Plant of up to $1.1 billion. Events that could impact USEC’s views as to the probability of deployment or USEC’s projections include progress in meeting the technical milestones of the RD&D program, the status of continued DOE funding for the RD&D program, changes in USEC’s anticipated ownership of or role in the project, changes in the cost estimate and schedule for the project, and prospects for obtaining a loan guarantee and other financing needed to deploy the project.

The DOE must administer the loan guarantee—without its backing key investors would pull out of the project
Duffy ’11 – investment expert at Motley Fool
(Aimee, “Will the Government Guarantee Your Uranium Stock?”, The Motley Fool, 10-7-2011, http://www.fool.com/investing/general/2011/10/07/will-the-government-guarantee-your-uranium-stock.aspx#lastVisibleParagraph)
The U.S. Department of Energy can be such a tease sometimes -- just ask the uranium enrichment outfit USEC (NYSE: USU  ) . The company has been in hurry-up-and-wait mode for more than two years now, eagerly anticipating a DOE decision on a $2 billion loan guarantee for its American Centrifuge project that has yet to materialize. The company has been forced to negotiate extensions with its two main investors, Toshiba and Babcock and Wilcox (NYSE: BWC  ) , for the second time in two months. The companies have agreed to stay tied to the project, and their respective $100 million investments, until Oct. 31. A key process in the production of nuclear fuel for power plants, uranium enrichment increases the U235 isotope and decreases the U238 isotope in naturally occurring uranium. The U235 isotope is the only one that is fissionable, therefore the only one that can be used as nuclear fuel. USEC plans to use the American Centrifuge to separate the isotopes and sell the U235 to its customers. USEC desperately needs a conditional commitment from the DOE by the end of the month. The company provides more than 50% of enriched uranium in the United States but has issues with liquidity. The new centrifuge project is expected to provide 20% of the U.S. electricity supply but cannot go forward without help from the DOE. Continued support from Toshiba and Babcock and Wilcox is also contingent on DOE commitment. As it stands now, USEC has already directed certain suppliers to suspend work and has informed employees that layoffs may or may not be just around the bend.




