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The United States participation in the International Atomic Energy
Agency will involve the provision of materials and services. The
terms applicable are a matter of agreement between Members and the
Agency.

For the purpose of establishing the principles upon which such an
agreement will be prepared, and for the purposes of discussion in
the Preparatory Commission, should the occasion arise, the attach-
ment is being circulated for comments. Upon receipt of comments,
a paper will be submitted to the Commission so that the terms and
conditions with respect to the Agency will be esteblished as was
done in the case of bilateral agreements.

The review of this memorandum should consider any additional points
that ought to be covered. It should point out problems to be anti-
cipated, but recognize that the concern here is with principles and
not a formal agreement. It may be helpful to review the announce-
ment of November 18, 1956, relating to bilaterals, since the points
involved are similar and parallel.

It is requested that comments ‘pe__p;r_gyi_@ed byFebrua.ry 26.
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POLICY OF MATSRIALE POR INTERNATIONAL ATOMILC LEEAGY AGERCY
GERERAL

The quantities of materiale nade avalishle should Le on a rnet basis,

a. This would allovw for re-enriching which must be provided for., ¥Wa
can expect to be asiked by the Agerey to undertsbke this and, if ree
processing in the cagoude is invelved, will have t© indieate the

mantity equivalents applicablae.
It should be noted that the question of ETP vs. contained U235 an

related to bilaterals will apply here as well.

b. This also provides for processing logses vhich represants a .

0
political problem with respect to Agency materisl. hile prices g’
I; ~LL‘

for forms other than ;. or for re-enriching can imclude a factor Qearrt . el
L8 .«rw’-'
(' . f.?' g b (RS
s

for processing losses, we have agreed to provide 5000 kg U237 wmten 4%
1s subject to Ageney mccountebility. Thus, we zust (1) ebsorb the ™ "
material losees, (2) submit to inspection, or (3) hamdle the matter N7 .,

e

on the basis of epecial processing contracts vhereby the Agency 23° ‘ ;”{ ¢
\L agrees to receive a emaller guantity than it provided us for the LL'“ : ‘L jt
% J,}b b of processing. v f/"ww‘.
!."\’ The last arrangement is the reccumended ove for both U235 trens-
N sctions end for chemical reprocessing transoctions. Since the U.S.
is not recelving Agency assistance, it is not oblipged to suimit to
inspection. While refusal to subnit may create politicsl difficulties,
it is unreslistic to aseume such inspecticn in the sbsence of =2

disarmement agreement invoiving such inspecticn. ‘
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3+ 1Ihe price schedule should ve the sams es for vilaterel arrangements.
A Mr prics roally represents only a fivancial dongtion and may
be construed ag & precsdent. The Agency msy have firencing aid pricing
problems but the UR cannot afford to subsidize it.
I£ $50 Soviet U235 and 315 USA materisl are received by the Agency
and disbursed at an avorsped price, this may help support the Soviet
program but the only way to prevent this is for us to charge more thsn
$16 which is an unecceptable solution. fThe only buyers under such
an arrangement would be countries not wanting to desl bilsterally with
the U.8. or Soviet-bloc countries. The latier group represent a
problem in any event for which control must rest in the Doard of
Covernors.
With regard to price changes, Agency material should be handled on the
same baslis es bilateral suppliea,

2. 'The matorial should be sold cutright.

This may appear 10 be irconsistent with our bilaterel progrsm vhers

& deferred-paynent plan is offered but does not rule out similar
asgistance through the Ixport-Import Bark. The rights and control

by the U.8. in re Agency projects is less then uoder bilatersl agree
ments and a difference in terws and conditiona therefore not unresson-
sble.

3. The assay should be limited to 20% except by separate arrangement.
This 18 consistent with our bilaterale. The desire for some highly
enriched material must be anticipated and we can exercise somye control
by requiring such requests to be handled on e spscisl bagis rather
than offering a bloc of high-assey material with the proviso that it

2 AN,
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be doled out in S-kg lots for MTRs, or in smaller regearch quantities.
A situation may arise vhere higher assays are desired for blending
purposes (rather then sctually re-enrich recovered material). This
could be handled as a sepurate arrengement but should be racognuized
as & precedent in re the 20% limitation.
Material should be sllocated by the Agency on & long-term basis.

This will evoid naving the 5000 kg used only to fiil resctors
rather than also provide for pipelines and Lurn-up, which would
lead to demands on ue for necessary additicosl material. The Ageney
statute provides for armuel notifications by meabers as to materials
they will make available.
Aside from efforts vithin the Agency, the U.5, Agreement with the
Agenoy should tske this point into sccount snd an appropriste formula
will have to be déveloped.

poronns (or y£33)

.

2.

Unless the 0.8, requests Agency sesistance, we cannot get any of
the by-produce plutonium {or U233). Conmseguentiy, we cennot extend
our bilatersal offer to purchase to Agency material,

We should express willingness to provide resesrch gquantities of
plutonium, U233, as is done in bilaterals.

(] { m»'j . Por this purpose, the bilateral buy-back prices ecould apply. In

'4_;N1.»1“ // the domestic program, the sale of plutonium at schedule prices would
o
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?ccur only to the extent that such material hed been purchaeesd.® In

view of (1) above, we would sell no plutonium 4o the Agency. Domes-
tically, material is being made availeble by allocation and the price

is being considered. The matler of pricg Will probealy not srise in
3 @ e

Pu

# This concept is pertinent to the U.X. request to purchase plutonium.
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re the Agency for some time Wut we should anticipate it and a
price on the order of 3100 indieated for the small quantities

w.

envisaged.
3., We should indieate that large quantities of plutonium for.ex-
perimental purpeses will not be avalilable from ug, il the question

rises.

SOURCE MATERIALS
1. To date, the U.S, has not offered source materials to the Agency.

A nmber of points are relevant:

a. We do pot know whether our $4C price will te Aifficult

for other countries to meet.

w b, Other countries will heve such materials to offer.

i ¢. We may, to provide guch meterisl, heve to retalr option
meteria) {(under existing contracts) that the contrecting

countries might want io offer to the Lgency.

> / Bt /_;_.
L2
.

d, As z producer, the U.S, may be expscted to sehe materisl

% ) avallable,
'\ le. In the intereste of potentisl U.S. private sales, it may

te desirable to indicate this by meking some source maoterial

R availsble at the ocutset.

RO
\Ay |
\\ﬂh f. The first declaration of matorial aveilablility will ocour
within three months after U.S. ratification. /{.,(,! g
aA et

2. I¢ appears desirable to declare that 500 tons uranium will be made

available. This would provide for on the order of 75~100 MWE nuclesy

mity .
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OTHER MATERIALS

With few sxceptions, other mateitials of intersst sre available commercially.
The notable exception is heavy water. While it is not necessary thet dee
clerationg cover complelely the materials to Le made avelleble, since cage-bye
case arrangements are possible, there are two reasons why we should consider
such camplete declarations:

l. Ve wish to influence otiers,

2. We have limitetions that ought to be esisblished.
A declaretion that 200 tons of hoavy water would be made availeble ought to

gerve the various interests on this point.
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1. The Office of Operations Analysis & Flanning agrees that
the U«235 material should be made available on a net basis,

2. This Office agreses that the materisl should be sold.
3. The Flutonium section #1 and #2 are not clear to us,

L4, with regard to the prices of materials provided toc the
Agency and of prices charged by the Agency, there is aced for further
clarification and discussion.

a. Should the 5,000 kg be made as a g¢ift for political impact
and tec provide a revenue to the Agency?

b, If the material is made as 2 gift (or below U,3. price
schedule), should the U,S, attempt to earmerk the revenue (or excess
of revenue over cost) resulting from the sale of the 5,000 kg for
expenses involved in implementing safeguards, or for other uses
desirable from the 4,5, viewnoint?

¢. Beyond the initisl 5,000 kg, at what price should material
be sold to IAEA?

d. Uhat prices should IATA pay countries other than U.S,?

e, If the price schedule for material sold hy JATA is to te
the same as for U.S, bilaterial arrangements, is this price schedule
to include the eosts of applying safeguards? The possibility of
IAFA implementation of safeguards in connection with U,C, bilateral
agrcements and how the Agency will charge for these services could
have a considerable effect on relative prices of materials acquired
under bilatersl arrangements and those acquired from the IAvA,

£, “hould an Agency fund be establisli.a for the purpose of
purchasing plutonium generated in Apencyesponscred projects for
storage in Agency depots until such time as 1t can be rescld as &

fuel? . THIS DOCUMENT HAS BEEN DECLASSIFIED UNDEK
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g. A $100/gram price for plutenium, even for small quantities,
mgy create legal problems in the U.,S. in connection with the
determination of "fair prices" under Section 56 of the Atomic
Fnergy Act, since U,5, plutonium may be priced lower,

h. Should the Agency serve as a middleman or take possession

of uranium fuels? Can the Agency function efficiently by stocking
materials in heavy demand?

S. iany administrative aspects of iliie Agency will have ime
portant policy implications. The paper does nob discuss any of these,
For example, are there any quantitative limitations on the materiuls
the Apency can acquire? In what order or according to what principles
is the Agency to allocate its purchases and sales?
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