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August 1, 1979 SECY-79-58A

COMMISSIONER ACTION

The Cozmissioners

William J. Dircks, Director
Office of Nuclear Material Safety and Safeguards

i

- Executive Director for Operations / Z

Subject: DECLARED CRISIN OF NUCLEAR MATERIALS

Purpose: To report to the Commission on a study of the proliferation
implications of "origin-swapping” transactions

Discussion: 1. A memorazdum from S. J. Chilk to L. V. GCossick dated
February 13, 1579, on the subject, "SECY-79-53 - Declared
Origin of Nuclear Materials,"” directed the staff to collect
and zorduct a study of data on transactions made during 1678
acd ;roposed in 1979 that effected a change in the declered
“couatry of arizin" of quantities of uranium. The stafl was
also directed o assess (a) the proliferation implicaticns of
tbese "origin-swapping” transactions, (b) the need for inter-
nationally asreed supplier controls regarding such transactions,

and (c) the likelihood of achieving interrationally agreed
supplier conirols.

2. The coasiderations of concern are somewhat broader than
irplied by tae term "origin swapping.” Exchanges on payer of
quanzities ¢? uranium from different countries, witaout actual
movement of the uranium, are more properly called "flag swap-
ping” or "nationality svapping,” and the "swapping" could
relaze to the countries (a) wvhere the uranium was mined,

(o) vhere it was enriched, (c) where it was irradiated, (4) where
t was reprscessed, or (e) where special safeguards coniitions
vere attached independently of any of the preceding activities.
In previous sommunications with the Commission (ef. SECY-79-53).
reference wes made only to "origin swapping," and that temm
vill be used taroughout this peper for ease of discussion.
Proliferaticn implicaticns would be the same for any of the

other nationality swapping" transactions.

3. Commerce in uranium (buying, selling, trading of owzership,
assiznment cf contract rights, etc.) is. at least to soze exten:,
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stimulated and complicated by the necessity to (a) achieve
.assurance of supply over a long time period, (b) comply with
gcvernment regulations and -- in some cases -- intergovern-
meatal agreements, (c¢) maintain economic stability, and

(¢) adjust to changes in these factors (see Appendix A).

4. Changes in ownership of or contract rights to uranium
are common. Scores of transactions involving natural
uranium took place in 1978, scme of which vere exchanges of
owvaership, or "swaps." Section 40.21 of 10 CFR Part 4O pro-
vides a general license to receive title to source material
without regard to quantity. A similar general license to

ova, (but not to receive, possess, use, transfer, import, or
export) special nuclear material is contained in 10 CFR 70.20.

-

5. Although ownership "swvaps" are fairly common, fev involve
urenium of foreign origin (see datse in Aprendix B). Most trans-
aczions involving "origin swapping” appear to be occasioned
by the need to comply with a DOE requirement originally estab-
lished by the AEC in 1974 (see Appendix C). This requirement,
wiich was established to help assure the development of an
adsguate domestic nuclear fuel supply. places limitc on the
aount of feed material of foreizn origin that may be fur-
nished by any customer to the U.S. government's enrichment
fa:ilities in any one year where the eariched product is
wended to be used in a domestic reactor.

5. On all uranium of U.S. or foreign origin exported from

the United States, tracking requirements are imposed, and
rezransfers, reprocessing, and other subsequent arrangements
must be approved oy the United States govermment. In order to
avoid "multiple controls," the proposed U.S./Australia Agree-
meat for Cooperation (SECY-79-3C2) includes a provision for
veluntarily deferring to the couatry of origin to exercise
sush controls. This policy may be extended to other supplier
neiions oz a case-by-case basis, as appropriate, in the process
0? negotiating future Agreements for Cooperation with other
ccuniries.

7. Three basic types of "swaps" are of possible concerm.

These are (1) "svaps" of material located entirely in the
Uzited States (i.e., domestic "swaps"), (2) "swaps" of material
ir the United States with material located abroad (i.e.,
demestic-foreign "swaps"), and (3) "swaps" of material located
eztirely abroad, or foreign-foreign "swaps." The proliferation
siznificance of each of these types of "swaps" is analyzad
below.

8. With respect to domestic "swvaps,” the amount of uranium
urder U.S. control is not reduced, and there is no possibility
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_of avoiding U.S. export conditions. Statutory export condi -
¢tions would be applied to the uranium at the time of issuance
of the reguired export license, regardless of country of origin,
end the existence of any previous "swapping" arrangements
would not a?fect U.S. proliferation controls.

9. In the case of domestic-foreign "swaps" between a quantity
of uranium in this country and an ecual guantity in a foreign
country, tbhe uranium in this country would be subject to domestic
controls as long as it remained in the U.S. and would become
subject to U.S. export controls at the time of export -- if
ever it were to be exported. The quantity of uranium in the
foreign country would likewise continue to be subject to U.S.
export controls if it were subject to such controls prior to
the "svap.” The change in designated country of origin would
not affect the necessity for compliance with U.S. requirements
and, accordingly, there are no proliferation concerns with
taese types of "swaps.”

10. In the case of foreign-foreign "swaps" invelving quantities
of uranium entirely in foreign countries, the United States
would likely be unaware of the "swap." Nevertheless, any U.S.
proliferation controls would not be avoided in such instances
because any country that originally received material from the
United States has formally agreed to subject the material to
U.S. controls pursuant to the applicable Agreement for Coopera-
ticn and could not avoid U.S. controls by "swapping" material
vita anotaer nation without at the same time violating their
cormitments to the U.S. under the Agreement. All combinations
cf domestic-foreign and foreign-foreign "swaps" are summarized
in Appendix D.

11. The above analyses indicate that none of the possible types
of "swaps" result in proliferation concerms in themselves. How-
ever, in ope situation involving uranium exported from the United
States a "swap" could occur even though it would not necessarily
contribute To the proliferation concern. Such a situation
vould arise when material is exported to Country X, and Country
X then exports an identical gquantity of that material (but

taout U.S. export controls) to a third country, or uses an
identical quantity itself. This transaction would not viclate
any commitments to the United States because a guantity of mate-
rial remaining in Country X would be set aside and subjected to
U.S. controls. (Note that it is ixmaterial to the discussion
vhether toe material remaining in Country X is that which vas
exported from the U.S. or material originally in Country X that
vas "swapped" for the U.S. material and became subject to U.S.
controls.) In effect, tne transaction described would amount
w U.S. exparts for legitimate nuclear uses freeing up stccks of

w3 .
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Conclusion:

Reco—endation:

wateriil in a foreign country for possible nuclear explosive uses
in taas country or elsevhere. As a concrete example, it has been
allezed that U.S. expurts of high-enriched uranium to certain
counzries nave freed up stocks of high-enriched uranium for
domestiz use or export to countries to which the United States
may not wish to export puclear materials. Under such circum-
stances, one recourse for the United States would be to cease

all exports to the country involved.

12. U=til nov the discussion has been predicated on the "swap-

ping" of physically and chemically identical quantities of )
material. A potential for a "swapping" problem unrelated to '
counzry of origin could exist in the "swapping” of quantities !
of ureaium and/or plutonium that are not identical but are

considered, on some cther basis, to be equivalent. One example

would be a "swap” of natural uranium for enriched uranium;

anothe= would be a "swap" of spent fuel for plutozium. Such

"swaps” could be >f potential proliferation concern because of

the pessibility of leapfrogzing U.S. control requirements.

This issue bas not been subject to formal international dis-

cussicas and azreement. Consideration of conditions for

agreeinz to such "swaps" and the criteria for determining

equivalency may De an appropriate agenda item for the next

meezirz of the Nuclear Suppliers' Group or other asppropriate
interraticnal fcrum. P

The s:a? is in agreement that "origin swapping" transactions
of guantities of identical material involve no proliferation
conceras. Accordingly, the staff believes no rule changes

or inzermatiorally agreed supplier controls are needed with
respect ¢ "origin swepping” of like materials. Because of
possitle concerus involving the "swapping" abroad of unlike
materials, the szaff believes this zmatter should be dis-
cusseéd Surtper with the Executive Branch.

Tat tae Commission:

a. Note the staff's conclusions regarding the "origin svapping”
of like material.

b. Autnorize the staff to contact the Executive Braach 2
ostain confirmaticn that countries are not engaging in
"swaps" of unlike material and to explore the possibilitly
o? eszablishing agreed international means of dealing
witt this matter. *

¥SECY NOTE: 1here are no resource requirements associated with this action.
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Coordination: The Office of International Programs concurs. The Office

“@f the Executive Legal Director has no legal objections.

L,

William J. Dircks, Director
Office of Nuclear Material Safety
and Safeguards

Enclosures:
A. Some Considerations Relating To
Declared Origin of Nuclear Materials
3. Data on the Frequency of "Origin Swapping"
C. Federal Register Notice of
f.cober gg. 1974
). Combirations In Which Transnational Uranium

"Swaps" Can Take Place

Commissioners' comments should be provided directly to the Office of the Secretary
by c.0.b. Tuesday, August 14, 1979.

Commission Staff Office comments, if any, should be submitted to the Cormissioners
NLT August 8, 1979, with an information copy to the Office of the Secretary. If

the paper is of such a nature that it requires additional time for analytical

review and comment, the Commissioners and the Secretariat should be apprised of when
comments may be expected.

DISTRIBUTION

Commissioners

Commission Staff Offices 14()2 ]r’s
Exec Dir for Operations tU D) \
Secretariat
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Appendix A

SOME CONSIDERATIONS RELATING TO
DECCFIES ORIGIN OF NUCLEAR MATERIALS

To be comprehensible, any discussion of "origin-swapping" transactions must be
done within a iramework of bickground considerations pertaining to the movement
of uranium in international commerce. These considerations include the nature
of uranium processing for use as nuclear fuel, the concept of fungibility,

some factors that affect international commerce in uranium, and examples of
transactions in which "origia swapping" has occurred.

Uranium rocessing -- How It Flows And Where It Goes

In the co rse of its :xtraction from nature and use to produce electricity,
uranium ndergoes a number of industrial processes (Fig. 1). We shall not
consider reprocessing or re-znrichment, as those processes are not now being
engaged in commercially in tais country.

gEach cf the listed process2s can be carried out at different places and in
different plants. Each step except mining can take place in a country other
than the country of origin. Indeed, each step could conceivably take p1ace in
a country different from wnere all the other steps are carried out. NRC's
import/export licensing exoerience indicates that conversion to UF. in cne
country, enrichment in anothesr country, and conversion and fabr1caélow in yet
another is becoming more comzon. Essentially all uranium milled in the United
States comes from mines in tre United States because it is too costly tc
transport ore (with its low concentration of uranium) over long distances. In
some cases, plants for the c:cnversion of enriched UFg to oxide and fabrication
of reactor fuel are collocated, in which only rne storage step is involved
between processes 5 and § in Figure 1. The amount so stored may be relatively
small. On the other hand, h.ge quantities of yellowcake may be stored as feed
to step 3, awa1t1n, conversicn to UFg. This feed normally includes many lots
from a numter of different customers, both domestic and foreign. A typical
inventory so stored could consist of thousands of drums, each containing on
the order of 700 1b (300 kg) of uranium in about 800 1b of yellowcake. Ccn-
version plants and enrichman: plants also maintain a sizeable inventory of
uranium as UFg in cylinders. Uraniua is also stored in connection with trans-
portation. For example, yellowcake from Australia might be stored in a warehouse
at the port of entry for a cecnsiderable time before it is sent to the conversion
plant.

Particular attention is cailed to the conversion and enrichment preocessss
because it is in connection with these processes that practically all "swapping”
transactions occur.

Definitions: Fungibility anc “Origin swapping"

Fungiole gcods are those that can be interchanged in commerce with other
goods, as in meeting an oblication. The common (dicticnary) definition
suggests that fungibility reiates to goods that can be counted, weighed, or
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1.  MINING
(Storage)

2. MILLING
(Storage)

(Storage)
3. CONVERSION (to UFG)
(Storage)

(Storage)
4, ENRICHMENT (in the isotope U-235)
(Storage)

: (Storage)
5. CONVERSION (usually to oxide)
(Storage)

(Storage)

6. FABRICATION of reactor fuel elements
(Storage)
(Storage

7. IRRADIATION (in the reacter)
(Storage of spent fuel)

Fig. 1. = Processes undergone by uranium in its use
in the commercial procduction of electricity
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measured and that can be exchanged for an equivalent amount of material at
another location having the same physical progr-rties. Uranium meets these
requirements. It can be weighed, and a quantity .f yellowcake or UFg at cne
location is physically no different from a like quantity stored elsevhere.
In other words, uranium atems cannot be "tagged." -

Although the conceot of fungibility applies to many operations in the nuclear

industry (and soecitically zo all transactions involving conversion to UFg ard
enrichment), the term is not ordinarily applied to strictly domestic operations.

It is, rather, encountered when dealing with uranium that is moving in inter- y
national commerce. This comes abeut because international transactions involve {
compliance wPth intergovernmental agreements and are therefore concerned with
identifying "country of oricin" in addition to the chemical and physical form

of the materizl. Thus we define funaibility, as applied to uranium, as the

interchance r¢ 217 attributes, including country of origin, of two fully

equivalent cuantities of uranium. "Origin swapping" is the terw applied to

tnhe exchange of otherwise fungible quantities of uranium tnat have different

countries of origin. To cur knowledge, the term "crigin swapping" has come

inte use unly beczuse of special concern with that one attribute.

Uranium On The World Scene

Jranium is a cormciity thet is bought and sold in international trade. It is

@ strategic mzterial -- irocrtant to the energy needs of many nacions and %o
the military reeds cf some. Furthermore, it is a precious metal, worth roughly
cne do1l2r & cram at the low enrichments used in light-water reactors. For
these reasons, comerce in uranium is subject to complicating factors that mav
not aoply %0 other internztional commodities such as wheat or wool. Among

these factors are the necessity for an assured future supply, regulatory,
nonproliTeration, and ecoramic constraints, and the impact of unforesezen chances
in these ficters.

Assured “uture Surdlv. Within the United States, some State utility commissizns
require ~any y2ars oF ccntracted assurance of fuel availability. Even where
not sd required, prudence warrants long-term contracts for supply and delivery.
Large quantities ¢® uraniua still in the ground are therefore subject to
comnitments many y2ars hence.

Regulatory Constraints. Trade in uranium is subject to conditions imposed by
interguveramental agreements, federal statute, and by some rederal agencies.
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Ore concition imposed by the Department of Energy is of special importance
because of the extent to which it centributes to the incentive for "origin
swapping." This condition sets limits on the enrichment of uranium of foreign
origin at the government-cwned enrichment plants. The purpose for establishing
the condition was to assure the develcpment of an adequate domestic nuclear
fuel supply on a timely schedule. Originally, all uranium to be enriched for
domestic us had to be of demestic origin. However, this requirement is now
being phase. out under criteria published on Octcber 25, 1974. For ex wple,
in 1979 the foreign fraction is limited to 20%. This fraction increases each
year, until in 1984 all the feed material may be of foreign origin.

Economic Comstraints. The ultimate user (utility) may purchase uranium ore

and contract with one or more companies in different countries for the various
fuel processing activities and for the transporting of materials from place to
place. Alternatively, the utility may buy fabricated fuel from a fuel supplier
who takes care of the various manuficturing stess. In any case, the fuel
processing decisicns are mace by the utility, the supplier, the manufacturer(s),
and the transporters on the dases of such factors as economic costs, anticipatec
energy demands, the inflaticn rate, the world money market, available productior
capacity, and trace agreemerts. The constraints enumerated in thi:z and the
preceding paragripns woulc be difficult encugh to deal with in a static worid

of predictability; the real world is far different.

The "Fast Flux" Complication. Problems in international commerce in uranium
are greatly aggravated because all the factors that affect the transactions
are subject to relatively rayid flux compared with the long time that uranium
is in the process chain. Thus, changing patterns of energy demand occur ==
changes both in guantity, in location where needed, and in the form desired.
The economics of aitarnate energy sources can be expected to change with
changing technologies and intruding government policies. The inflation rate
varies. Governments change, and successor regimes may espouse policies sharply
at variance from those of their prececessors. Within stadle governments,
changes in intergcvernmental agreements and government regulations occur that
are particularly troublescme to the extent that they are not only unforeseen
but are arbitrary and capricious. For these reascns, companies are faced with
uranium fuel market conditions today that were completely unexpected ten or
more years ago when contracts were entered into.

The "Who's On First" Problem

If there were only two pecple in the whole world -- a buyer and & seller -~
things still wouldn't be too bad. But there are owners, agents, brokers,
dealers, importers, exporters, processors, transporters, and regulators.
Consider an instructive example: Operator A of an enrichment plant cperated
under contract for Country B may uncertizke to enrich some uranium for Importer
C. who is an agent for Company D in Country E. Company D is actually an

.~
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acercy of Scvernment £, which bought the cranium from Company F in Country G.
The uranium was mined in Country H and m2y or may not have been processed 1in '
that country or in Country J by Company K before it was transported by Companies
L, ¥, and N to Country B.

Act.al transactions mey be even more complex than this, because the lot of material
at the enrichment piant may be the result of combining material from two or three
purchases (having different origins) via more than one route. And it may be des-
tined to power reactors in three or four different countries via fabrication opera-
tiors in more than cne country. Only workers from Companies A, K, L, M, and N have
actually handled the raterial after it left the mine. To the other parties
(Countries &, £, G, H, and J and Compznies C, D, and F) the uranium exists only

as entries cn their books; they have neither seen nor haqdled it. Furthermore,
Ocerator A has no way of knowing the origin of the meterial except to take the
vorc of Importer C -- who must take the word of Company D.

How Things Work -- More or Less

Now that a setting has been established for the manufacturing processes involved :
and the constraints imposed on the movement of uranium in the internationa)
market, a picture can be given of how "origin swapping" comes abcut. Some
reasons for uranium “seapping" transactions, not all of which involve "origin
swacping," are listed in Table 1. However, the following two examples do
invcive "origin swapping.”

Case 1. In =2arly 1978, Allied Chemical had 75,000 pounds of U304 of foreign

oricin. United Nuclear Corporation had 75,000 pounds of U30g of U.S. crigin,

whicn it was preparing to export for conversion and errichment outside the -
U.S. The United Nucleir material was shipped to Metropolis, where an "origin

swap'' was effected so that the material reshipped outside the U.S. was deemed

to £2 of non-U.S. origin and the material remaining at Allied Chemical was

deerad to be of U.S. origin. This "swap" provided Allied Chemical with feed

mate~ial that could de enriched at the DOE enrichment plants within the criterion

in the Federz] Register notice of Octooer 25, 1974.

Case 2. Babcock & Wilcox Company, Kerr-McGee, and the DOE enrichment plants

have an agresment wharaby feed material is shipped to the enrichment

plar<ts according to an agreed-upcn schedule. Kerr-McGee found itself (for
reasons not revealed to us) unabie to meet its shipment schedule with U.S.-origin
mate~ial required to comply with the Federal Register notice of October 25,

1574. It tnerefore arranged a "swap" with Allied Chemical of foreign-origin
UsCg possessed by Xerr-McGee for U.S.-origin material of the same comnosition
and Torm.

In 271 cases, the m.terial ending up designated as of foreign origin carries

wit it ai]l conditions attached to the material originally of foreign origin: |
the conditions impcsed by intergovernmental agreement attach to the designated

origin and nct to the atoms of uranium. There are therefore no implications

relating to proliferation or norproliferation not already addressed in the
inte-governmental agreements that are in force.
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Tadle 1. Scme Advantages of Uranium Swapping*

==  Maetl procuction commitment with material at Plant B when
Flant A “reaks dcwn

==  Pdjust tc changes in demand -- e.g., "swap” material on
kand but nct neeced now because of licensing delays for
ciher material to be delivered in the future

== hAvcid unracessary transportation costs

==  Aility to comply with criterion imposed at U.S. enrich-
mans plants by the Federal Register notice published on
Cotober 23, 1874 (39 FR 356!5;

Cstain “crezp" U.S. uranium in exchange for more expensive
fareign ratarial (cf. declining value of the dollar in the
fsreign money aarts)

==  fAczhieve tzttler assurance of supply -- some countries have
rzporiedly reneged on their supply commitments

*Note thz® tne first threse would not necessarily involve "origin swapping,”
but tne lzst three woul: De predicated on such “swapping.”
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\ » Aggendix B

DATA ON TEE FREQUENCY OF "ORIGIN-SWAPPING"

Data 2n "origin swaps” effected in 1978 and planned in 1979 were solicited
from eignt licensees and the Department of Energy. Information frou
tae Deparizent of Energy is espegially meaningful because (1) that agency
owvns <he iso;§pe eprishment plants where large quantities of material that
would be zandidate Zor "svaps" are stored, (2) a DOE requirement on feed
zaterials for dcmesti: reactors provided the only identifiable incentive
f3r ":rlzin svazpinz” iz the iransactions that were uncovered. and
(3 DiZ maintzins t2e records oz origins for cocmpliance with their reguire-
ze2nt. 22e sazp_e cI _icexsees surveyed included:

- Tze two Urj conversion plants toat are tae locations of most of
tze material susject 0 "origin swaps”;
Tec loweezricied Zuel fabrication plants with large throughputs

o =xerial;

Toree povwer reacter utilities;

i

e i-terzazicnel ageat bighly active in import and expor*
astiviiies.
T2is sacple wes cacsez Decause It should elicit data on nearly all transe-

astiozs tzat zave taken place, and all types of licensee: were represented.
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The cdata oi.ained are shown ir the following table:

FRECUENCY OF "ORIGIN-SWAPPINZ" TRANSACTIONS

Licensee or Agency

Kerr-McCee

Allied Chemical
3.E./Wilmington
Westingnouse

Ediov International
S N

Carolina P&L
Commonwealth Ediscn

2.0.E.

No. of "origin svaps”

(no response)

l

*

*Not yet determined

1973. 1579 (p.aanec)  Notes
1 b Oze in 1877
1 B
0 1
2 0
2 »
0 0 One in 1977
0 0

Five or six since 1
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FOREIGN URANIUM FOP DOMESTIC USE
Moc.fication of Restrictions on Earichmen?

~se US. Atomic Enersy Commissica
rerety.arnocunces the revision cof I
Tmrium Ensichment Seraces Critenma
(the Crieria), as they appiy to the re-
mcuoz estabiished pursuant Lo sulsec-
o8 i6iv o: the Atomic Zaersy
g2t forth the terms and conditions under
whaih c...-tch:nent services =l oe olered
sor sourte or spe:lal suclear material ol

Acs ¢f

MHOTICES

forels ongin when e exricked product

s inlencad for use 1 A ulllalion I3

clity (as cdefned = ‘ae Ach) wilz2
¢ under the :u:‘..sd;:..ca of '_: Taied
Siales.

A propssed modlieaon o' the Cri-
seria was pudlished = ‘..‘-.c Feszaas Ric-
STZR O November 1973 (38 FR
32553) wiin sequest ‘or public commen's
by Pearuary 25, 1674, Aller cocsidera-
ti0a 0f the cozumexn's received and other
relevast facsors, the Commission tas de-
cided %0 3dcpt the schedule =hilh was

ubl.s..cc \'ove.mbe. 27, 1073 for o grale
wal izsrexse in e pr.:or..on 0! vz
iax of fa7eign orizia ihabt msy e sud-
=ls by &= enrichment selvices Cuse
tome. »

It is pes anticipated that any change
i1 e q'..-!d {i= t=e schedule pow
Sele : es::bushed }-’awewe:. the ASC =il
=—onitor the extent ¢f i=portatisn of {or-
e.... vmsium for domestic Use s2C il
eTect oz e viabilsy of the cdomesiic
jom sreducing =4 ":7 and oo e
Sresidents onjective ¢l achleving a na-
_a'.a. cazability for ezerzy self-suZcl.

For this purpsse ‘.:e Commission

v
—

. J - - ves

.:. .'...;...1-: 5= R o) R IEALEE 1 2.’.. et b=l
o ovs A - . oo ‘e
gram Sl SeserSg _...‘.".”_:3 .C"J'. oD

r...-v:.y. resousce :":..,...-..: Doodus.
toa cagasilicy and e genenl uranium
s=arket sausticn, Sl also monitor puse
:.".z.se o' ciner artasse=ents Lmveivin

imacrs of any materal cestined Ior ene
sichaies: = ;m\a.. esriching tadiliies.
& the ex.e s of doces.ic use of Jorsisa
‘-wd isas or toreslen
tmoalsthe common S2lense and secusily,
the Com=ission will institute suth =eas-
wres &5 ar2 Ceemed tecessary

The C:==issiop also u 0 :.;.....e
an u—a;:e" and a,..:.sx-e :.... = c.

wnian

....sesa"e:: ::! the u.e:: of pc.e-'.:;. ..a- .

sestis vanium resausces, and "-s..d
imsrovieg exploratisa, =ising ans =il.
ing tect>olegy "x erdsr 0 Delp assuse
tae develso=ent of a= cdequslie coTes.
sie suclesr 2uel supsy oo b Uisnely sclece
ule.

The praoceed modiimtion ¢ e Cote
Seria bar bee=n revised 0 oditale =cre
ciearly =at the ;"'
ap2iy %0 all of the feed lurnist "e" °5F o
cusio=er u=der all ¢l his
contract, rather tzas o eaca ca:::':.::
sesaraleys.

Paragach 4. of ke Criterla as pub-
Uehed int=e Frozaas Recistzacn MarF 9
1953 (38 FR 12120) S5 -cvised WO tead as
folows:

*4, Ecstement of Tranium of :‘o-z ien
Orizia.—Trere is zo rosinicdon o2 Ih
Srovisics ¢f ennchz=eat se.—n:-.-s Lo pure
s0as Surmishing a3 feed matesial wraniuz
of .e'e.... origin wier2 the e -."'ed
sroduet 3 2ot intexled 0 De usad in
utilisag :x.: facility (as -e....cd inthe Act
within ¢ uvader the jurisdiczon of .ﬁe
Toited Siates. Where the enrnichied 2~
terial iz iatended %0 be used in s 2omesiic
utilizatica Zactlicy, hoxever, the Imnsion
of {eed =atertal fustlis .ed Oy any cusio-
me. dusag s year pnder all of e cuso-
mer's ecsichment qmmnu wiuh e

ASC thas 1s feed malimial o

ocisia siall ..ue..::cd.
(a) 10 percent 235

1577:

(L) 15 perc=ul ot

1578:;

(¢) 20 percest al

1955

(s 20 percect 3t

1820

(e) 40 percvezt sl

"1981;

() 60 percent al

1932;

(z) 80 percent ot

1933.

L&
-

08 L.c
foreisa origia <

™3 0o
Oclober ..5. .9

‘Therester, there shal te 10 resiricuon
—lin\-'-: °

oNILT

lorelln
any time doning
azy dme dunizng
any tizme CuUng
exy time durins
ary ime cun=z
azy ux=e Cwsl
axy t dusing

faed =uteria of

*sr the provision o!f en-
richment ze:"cet

s s=all becoze elect

4.

e on

--~d it Gersactows, Masylasd, Oc-

tobes 21, 194

For the Awomic Energy Comumasela

Prc.C. Etm,
c*y o/ the Commas:n™
{ra '.)0:..0-3‘-09 PUed 10-24=T4:8 45 axz|
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ENCLOSURE




Aggeadix D

COMBINATTONS I WEIC3 TRANSNATIONAL URANIUM "SWAPS" CAN TAXE PLACE

"Svaps” cf declared origin betveen uranium in tbe U.S. of U.S. origin and
uraniuz of foreizm origziz in a foreign country do not reguire U.S. approva.
(veczuse no =aterizl is exported) ani do not increase the amount of uraz=iz=
availatle for proliferziilon purposes |(case 1)

"Zwaps" of declareé crigin betveen U.S.-origin uranium in a foreign countiry
o e
and uraaiur |rezarcless of origiz) in any other covntry do not affect tne

:eei e a;ply v.S. safezzards conditions to the material in the foreign ccaniry

of U.3. crigin -- even toough the desigiated country of origin 2aas been
chanzet cn peper Tea: country is stil. required, by terms of its Agree-
gent fcr uoove-a:icq witt the U,.S. govermment, to maintain controls on
thae guansity of uraniu: received from tbe U.S. (cases 2. 3, 5, and 6).

"Swaps” of declared origin between uranium in the U.S. of foreign origin
and uraaium of foreizm origin in a foreign country require (U.S. and/er
Canacian/Australiaa) agzproval =< the foreign-origin uranium in the U.S. bas
nad supplier ccatrels spplied Ty, for example, Canada or Australia. If nc
supp.ier ccntrils tave teen aprplied, no approval is required (case L).

"Swaps” of declared crigin betveen foreign-origin uranium in a foreign cou=tr
ané cther foreizn-crigin uraniwm in a different foreign countiry are free o7
U.S. scatrols icase 7).
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COMBINATIONS
Case 1
U.§ ~rigin "Identical™"
ma ve..o. in foreign-origin
+he U.S. caterial ic
Couatry P
Case 2
Foreign-origin "Identical"*
material in U.S.-0 ‘gin
the U.S. zAaterial in

Coauntsy P

case 3

"o o ’

Zéenzical”
U.S.~-origin
raterial in
Countzy P

U.S.-origin
material in
tae U.S.

Case &

Foreizn-origin
material in
“he U.S.

*TLe term "identical

the saze phwsical aad ctemical characteris

country of origin.
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Case 5

U.S.-origin
material in
Country X

-
La.. O

U.S.-origin
material in
Country X

IN WEICT TRANSNATIONAL URANIUM "SwAPS" CAN TAKE PLACE

"denzical"”
foreizn-origin
paterial in
Country Y

"léenzical™”
U.S.-orizin
material in
Country ¥

Case 7

Foreign-crigzin
terial in
Countiry X

*
"Idenzical"”
foreign-origia
material in
Country ¥

tities of uranium havin:

" is used :o designate two quantiti
§, out differing in the designated
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