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Enclosed is an Executive Branch analysis ~overing a license application
for the export of a research reactor to Malsysia. In accordance with P.L. 95-
242, the analysis explicitly addresses how the requirements of Section 126 a.(1)
of the Atomic Energy Act are met, including the specific criteria of Sections
127)and 128, as well as certain additional factors, envisaged by Section 126
a.(1).

The Executive Branch, on the basis of its review of these applications
has con.'uded that the requirements of the Atomic Energy Act, as amended,
and P.L. v7-242 have been met and that the proposed export would not be
inimical to the common defense and security of the United States. Moreover,
Malaysia has adhered to the provisions of its Agreements with the
International Atomic Energy Agency and the United States and the Agency has
adhered to the provisions of its Agreement with the United States.

Therefore, the Executive Branch recommends issuance of the requested
export license.
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Country: Malaysia

Transaction: The export of one TRIGA MARK II
Research Reactor for the Tun Ismail
Atomic Research Center located
approximately 20 miles from Kuala

Lumpur
Applicant: General Atomic Company
Date of Application: January 19, 1977

Purpose of Export

The TRIGA MARK II is intended for installation at the Tun Ismail
Atomic Research Center of the Malaysia Ministry of Science, Technology an”
Environment. The TRIGA MARK II has a pulsing capability and a nominal
steady-state power of 1,000 KW thermal. It is an above-ground, water-filled,
pool-type reactor utilizing standard TRIGA fuel elements of stainless-steel
clad uranium-zirconium hydride. The uranium is enriched to a maximum of
19.9 percent. The reactor is to be used for research and training in nuclear
science and for isotope production.

Items to be exported under this requestecd license include:
instrumentation systems and components, reactor mechanical components,
reactor cooling system components, fuel handling equipment. experimental
facilities, spares and replacements, equipment and tools for operation and
maintenance.



; Agglicable Agreement for Cooperation

This export of a research reactor is to take place pursuant to the US-
IAEA Agreement for Cooperation and the consolidated Trilateral Project and
Supply Ageement among the Agency, Malavsia and the U.S. and the exchange
of notes between the U.S. and Ma'aysia (copies attached). The applicability
of the US-IAEA Agreement is confirmed by the Trilateral Project and Supply
Agreement which entered into force on September 22, 1980,

The IAEA and Government of Malaysia have adhered to all prcvisions of
their Agreements. -



2. Extent to Which Export Criteria Are Vet

A. Section 127 Criteria

As provided in Section 127 of the Atomic Energy Act, the following
eriteria govern exports for peaceful nuclear uses from the United States of
source material, special nuclear material, production or utilization facilities,
and any sensitive nuclear technology:

Criterion (1)

"IAEA safeguards as required by Article [II(2) of the Treaty will be
applied with respect to any such material or facilities proposed to be exported,
to any such material or facilities previously exported and subject to the
applicable Agreement for Cocperation, and to any special nuclear material
used in or pr duced through the use thereof."

Malaysia became a party to the Non-Proliferation Treaty (NPT) on
March 5, 1970. A safeguard agreement between Malaysia and the [AEA
pursuant to Artiele [II{(4) of the NPT entered into force February 29, 1972,

Therefore, it is the Executive Branch view that criterion (1) is met.



Criterion (2)

"No such material, facilities, or sensitive nuclear technology proposed to
be exported or previously exported and subject to the applicable Agreement
for Cooperation, and no special nuclear material produced through the use of
such materials, facilities, or sensitive nuclear technology, will be used for any
nuclear explosive device or for research on or development of any nuclear
explosive device."

Malaysia, as a party to the NPT, has pledged not to manufacture or
Jtherwise acquire any nuel ir weapon or other nuclear explosive devices.
Further, in accordance with Article VILI of the Consolidated Project and
Supply Agreement, Malaysia is precluded from engaging in any research and
development on any nuclear explosive device involving any US-supplied
material or facilities or any special nuclear material derived therefrom. No
sensitive nuclear technology has been exported to Malaysia subject to the
Agreement.

Since this pledge will apply to the proposed export and to any special
nuclear material produced through its use, it is the view of the Executive
Branch that criterion (2) is met.



Criterion (3)

"Adequate physical security measures will be maintained with respect to
such material or facilities proposed to be exported and to any special nuclear
material used in or produced through the use thereof. Following the effective
date of any regulations promulgated by the Commission pursuant to Section
304(d) of the Nueclear Non-Proliferation Act of 1978, physical security
measures shall be deemed adequate if such measures provide a level of
protection equivalent to that required by the applicable regulations.”

Malaysia has established physical security measures which, as a
minimum, meet those recommended in the IAEA's INFCIRC/225/Rev.1, "The
Physical Protection of Nuclear Material".

Article XII of the Consolidated Project and Supply Agreement provides
that measures of physical protection providing, as a minimum, a level of
protection comparable to that laid down in IAEA document
INFCIRC/225/Revision 1 shall be maintained by Malaysia for all nuclear
materials under its jurisdiction.

Therefore, it is the view of the Executive Branch that eriterion (3) is
met,



Criterion (4)

No such materials, facilities, or sensitive nuclear technology proposed to
be exported, and no special nuclear material produced through the use of such
material, will be retransferred to the jurisdiction of any other nation or groups
of nations unless the prior approval of the United States is obtained for such
retransfer. In addition to ctaer requirements of law, the United States may
approve such retransfer only if the nation or group of nations designated to
receive such retransfer agrees that it shall be subject to the conditions
required by this section.”

Article [II.4 of the Consolidated Project and Supply Agreement provides:
"The supplied reactor and the supplied materials and any special fissionable
material used in or produced through the use of either, including subsequent
generations of produced special fissionable material, shall be used exclusively
by and remain at the Tun Ismail Atomic Research Center, unless otherwise
agreed by the Parties to this Agreement (hereinafter called the "Parties")."”

As the agreement of the United States as one of the subseribing parties
is required either for retransfer of the proposed export or for special nuclear
material produced through its use (in irradiated fuel), it is the view of the
Executive Branch that criterion (4) is met.



Criterion (3)

"No such material proposed to be exported and no special nuclear
material produced through the use of such material will be reprocessed, and no
irradiated fuel elements containing such material removed from a reactor shall
De altered in form or content, unless the prior approval of the United States is
obtained for such reprocessing or alteration."

Article [IL.5 of the Consolidated Project and Supply Agreement provides
that: "The supplied materials and any special fissionable material used in or
produced through the use of the supplied reactor or the supplied materials,
including subsequent generations of produced special fissionable material, shall
De stored or reprocessed or otherwise altered in form or conter.t only under
conditions and in facilities acceptable to Malaysia and the United States. Such
material shall not be further enriched unless Malaysia and the United States
agree,

Pursuant to the Consolidated Project and Supply Agreement, the
Government of Malaysia has undertaken not to reprocess or otherwise alter
spent fuel except under conditions and in facilities acceptable to the U.S. as
one of the Parties. Therefore, it is the view of the Executive Branch that
eriterion (3) is met.



Criterion (8)

"No such sensitive nuclear technology shall be exported unless the
foregoing conditions shall be applied to any nuclear material or equipment
which is produced or constructed under the jurisdiction of the recipient nation
or group of nations by or through the use of any such exported sensitive
nuclear technology."

The proposed export does not invoive the transfer of sensitive nuclear
technology. Criterion (8) is, therefore, not applicable.



B. Section 128 Criterion

Section 128 a.(1) of the Atomic Energy Act establishes the following
additional criterion: "As a condition of continuec .ted States export of
source material, special nuclear material, production or utilization facilities,
and any sensitive nuclear technology to non-nuclear-weapon states, no such
export shall be made unless [AEA safeguards are maintained with respect to
all peaceful nuclear activities in, under the jurisdiction of, or carried out
under the control of such state at the time of the export."

As a party to the NPT, Malaysia has agreed to accept IAEA safeguards
with respect to all its peaceful nuclear activities. All peaceful nuclear
activities in Melaysia are currently subject to IAEA safeguards. Therefore,
this criterion is met.



3. Additional Factors

A.  Safeguards Implementation

The IAEA Secretariat has noted in its Special Safeguards Implementation
Report that with regard to nuclear material subject to IAEA safeguards, while
some deficiencies exist in the system, no diversion of a significant quantity of
nuclear material was detected in any of the 45 states in which inspections were
carried out. Although recognizing the need to correct existinz deficiencies in
safeguards implementation, the Executive Branch has no reason to believe that
the IAEA Secretariat's report is not valid. In the light of this and other
factors associated with the proposed export, the Executive Branch believes the
framework of commitments, assurances, and safeguards is adequate for the
purpose of this export.

B.  Special Non-Proliferation and Other Foreign Policy Considerations

Malaysia was one of the original parties to the NPT, is active in [AEA
affairs and is a prominent developing country which has advocated regional
and international cooperation to promote economic and technological
development. In addition, the research reactor Malaysia intends to purchase is
one which uses low enriched uranium, which udvances US interests in reducing
commerce in highly enriched fuels. Finally, and most significantly, the
Project and Supply Agreement and exchange of notes fully meet the provisions
of the amended US-IAEA Agreement for Cooperation, and in some cases, to
meet US policy requirements, go beyond the statutory criteria of the NNPA.

The Project and Supply agreement contains an obligation for Malaysia to
accept [AEA safeguards in perpetuity on the research reactor and fuel being
acquired from the United States. This reinforces the IAEA safeguards on this
facility which Malaysia must also accept pursuant to Article III of the NPT.
Such legal and non-proliferation policy issues have been examined in detail in
the Nuclear Proliferation Assessment Statement prepared by ACDA in
connection with the procedures established in Seetion 131 of the Atomie
Energy Act.



1. Inimicality Judgment

Based on review of the proposed expcrt, it is the judgment of the
Executive Branch that the proposed export will not be inimical to the commeon
defense and security, and that the license should be issued.



AGREEMEN' * "WEEN THE INTERNATIONAL ATOMIC ENERGY ACEM Y
AND THE ERNMENTS OF MALAYSIA AND THE UNITED STATES
OF AMERICA CUNCERNING THE TRANSFER OF A RESEARCE REACTOR
AND ENRICHED URANIUM

WHEREAS the Government of Malaysia (hereinafter called "Malaysia'') desiring to
establish a project consisting of a reactor for research purposes, has requested the
assistance of the International Atomic Energy Agency (hereinafter called the "Agency'')
‘n securing a TRIGA Mark [I reactor and the special fissionable material therefor;

WHEREAS Malaysia on 29 February 1972 concluded with the Agency an agreement
{or the application of safeguards in connection with the Treaty on the Non«Proliferation
of Nuclear Weapons (hereinafter called the 'Treaty Safeguards Agreement'');

WHEREAS Malaysia and the Government of the United States of America (hereinafter
called the 'United States'') reaffirm their support of the objectives of the Statute of the
Agency (hereinafter called the "Statute") and their commitment to e, suring that the
international development and use of nuclear energy for peaceful purposes are carried out
under arrangements which, o the maximum extent, will prevent the proliferation of
nuclear explosive devices;

WHEREAS Malaysia has made arrangements with a manufacturer in the United States
of America (hereinaiter cailed the 'manufacturer’) ‘or the purchase of a TRIGA Mark II
reactor and for the fabrication of enriched uranium into fuel elements for the reactor:

WHEREAS under the Agreement for Coeoperation between the Agency and the
United States, concluded on |1 May 1959, as amended (hereinafter call~ . the "Coe=operation
Agreement’'), the United States undertook to make available to the Agen , pursuant to the
Statute c2rtain quantities of special fissionable material, and also under .ook, subject to
various applicabie provisions and licence requirements, to permit, upon request of the
Agency, persons under the jurisdiction of the !'nited States to make arrangements to
transfer and export materials, equipment or fa ilities for Members of the Agency in
connection with an Agency project;



WHEREAS, pursuant to the Co=operation Agreement, the Agency and the
Unitec States on 14 June 1974 concluded a Master Agreement Governing Sales of Source,
ByeProduct and Special Nuclear Materials for Research Purposes (here:nafter called the
"Master Agreement’'); and

WHEREAS the Board of Governors of the Agency (hereinafter called the ''Board')
approved the project on June 1980;

NOW THEREFORE the Agenc;, Malaysia and the United States hereby agree as
follows:
ARTICLE I
Detfinition of the Project
X The project 0 which this Agreement relates is the establisnment at the Tun [smail
Atomic Researcn Centre at Bangi, Selangor, in Malaysia of a TRIGA Mark (I research

reactor, including any necessary ancillary equipment, (herzinafter called the "supplied

reactor '), *o be operated by the Tentre,

2.4 This Agreement shall, mutatis mutandis, apply to any additional assistance provided
by the Agency to Malaysia for the project.

3. Except as specified in this Agreement, neither the Agency nor the United States
assumes any obligzations or responsibilities insofar as the project is concerned,
ARTICLE I
Supply of the Reactor

l. The Agency, pursuant to Article [V of the Coeoperation Agreement, shall request the
United States to permit the transfer and export to Malaysia of the suppiied reactor.

- All arrangements for the transfer, deliverv and installation of the supplied reactor
shall be made between Malaysia and the manufacturer, These arrangements shall provide
that title to the supplied reactor shall pass to Malaysia upon delivery to a carrier
mutually agreed upon by Malaysia and the manufacturer,

ARTICLE Il
Supply of Enriched Uranium
The Agency, pursuant to Article IV of the Co-operation Agreement, shall request the
United States to permit the transfer and export to Malaysia of the following materials

(hereinafter called the "supplied materials’') for the supplied reactor:

(a) Approximately 24 760 g1 .ms of uranium enriched to approximately 19, 20 per cent
by weight in the isotope uranium 235, contained in fuel elements; and

(b} Approximately 7,6 grams of uranium enriched to approximately 93 per cent by
weight in the (sotope uraniume235, electrodeposited in neutron detectors,



2. The United States, subject :0 the provisions of the Co=operation Agreement and the
Master Agreement and to the issuance of any required licences cor permits, shall transfer
‘0 the Agency and the Agency shall :ransfer ‘o Malaysia the supplied materials,

3 The partcular terms and conditions for the transfer of the supplied materials,
‘ncluding all charges for or connected with such materials, a schedule of deliveries and
shipping instructions, shall be specified in a Supplemental Contract o the Master Agreement
t0 be concluded by the Agency, Malaysia and the United States (hereinafter called the
'Supplemental Contract’') in implementation of this Agreement,

4, The supplied reactor and the supplied materials aad any special fissionable mater:al
used in or produced through the use of either, inciuding subseguent generations of produced
special fissionable material, shall be used exclusively by and remain at Tun Ismail Atomic
Research Centre, unless Malaysia and the United States otherwise agree,

5. The supplied materials and any special fissionable material used in or produced
through the use of the supplied reactor or the supplied materials, including subsequent
generations of produced special fissionable material, shall be stored or reprocessed or
otherwise altered in form or content only under conditions and in facilities acceptable to
Malaysia and the United States, Such mater:als shall not be further enriched unless
Malaysia and the United States agree,

ARTICLE IV
Shipment of the Supplied Materials

All arrangements for the export from the United States of America of the supplied
materials shall be the responsibility of Malaysia and the manufacturer, Prior to the
export of any part of such materials, Malaysia shall notify the Agency of the amount there’
and of the date, place and method of shipment,

ARTICLE V
Payment

1. Malaysia shall pay the manufacturer all charges for or connected with the supplied
reactor and the fabrication of the supplied materials into fuel elements and neutron
detectors, in i cordance with the arrangements made between Malaysia and the
manufacturer,

2. Malaysia shall pay the United States all charges for or connected with the supplied
materials in accordance with the provisions of the Supplemental Contract, except as
provided for in paragraph 4 of this Article,

3. In extending their assistance for the project, neither the Agency nor the United States
assumes any financial responsibility inconnection with the transfer of the supplied reactor
and the supplied materials by the United States to Malaysia,



4. In order 0 assist and encourage research on deaceful nuclear uses or for medicsal
therapy, the United States has .n each calendar vear offered to distribute :0 the Agency, Irec
of charge, special liss:onabie mater:ial of a value of up to $30 000 at the time of :ransier, :0
be supplied {rom the amounts specified in Article [I, A of the Co=operation Agreement,

[f the Unired States finds the project 0 which this Agreement relates eligible, it shall
cecide by the end of the calendar year in which this Agreement is conciuded on the extent,

if any, to which the project shall cenefit by the gift oifer, and shall promptly notify the
Agency and Malaysia of that decision, The payments provided for in paragraph 2 of this
Artcle shall be reduced oy the value of any gift material thus made available or, if
Payments for such material have bceen made by Malaysia, the United States shall credit
Malaysia with the value of such material,

ARTICLE VI
Transport, Handling and Use

Malaysia and the United States shall take all appropriate measures to ensure the
safe transport, handling and use of the supplied reactor and the supplied materiais,
Neither the United States nor the Agency warrants the suitability or fitness of the supplied
r.actor or the suppiied materials for any particular use or application or shall at any time
“ear any reeg. asibility towards Malaysia, or any person for any claims arising out of the
transport, handling and use of the supplied reactor or the supplied materials,

ARTICLE VI
Safeguards

1P Malaysia undertakes ‘hat the supplied reactor, the supplied materials and any

special fissionable material used in or produced through the use of either, incliuacing
sugsequent generations of produced special fissionable material, shall not be used ‘or the
manufacture of any nuclear weapon or any nuclear explosive device, or for research on

or the development of any nuclear weapon or any nuclear explosive device, or for any

other military purpose,

2, The safeguards rights and responsibilities of the Agency provided for in Article XII. A
of the Statute are relevant to the project and shall be implemented and maintained with
respect to the project, Malaysia shall co=operate with the Agency to facilitate the
.mplementation of the safeguards required by this Agreement,

3, The implementation of the Agency's safeguards rights and responsibilities referred
10 in paragraph 2 of this Article is satisfied by the application of safeguards procedures
pursuant to the Treaty Safeguards Agreement signed on 29 February 1972 and which
¢ntered into force on the same date,

4. [n the event the Board determines, in accordance with Article XII. C of the Statute,
that there has been any nonecompliance with paragraph | or 2 of this Article, the Board
shall call upon Malaysia o remedy such non-compliance forthwith, and the Board shall
make such reports as it deems appropriate, [n the event of failure by Malaysia to take
fully corrective action within a reasonable time, the 3oard may take any cther measures
provided for in Article XII.C of the Statute,

8. Upon request of the United States, Malaysia shail inform the United States of the status
of all inventories of any materials required to be safeguarded pursuant to this Agreement.

[f the United States so requests. Malaysia shall permit the Agency to inform the United States
of the status of all such inventories to the extent such information is available to the Agency.



ARTICLE VIII
Safety Standards and Measures
The safety standards and measures specified in Annex A o this Agreement shall
apply to the project,
ARTICLE X
Agency Inspectors
The relevant provisions of the Treaty Safeguards Agreement snau apply to Agency
:nspectors performing funciions pursuant to this Agreement.
ARTICLE X
Scientific Information
in conformity with Article VIII. B of the Statute, Malaysia shall make availaole to
the Agency without charge all scientific information developed as a result of the assistance
provided by the Agency for the project,
ARTICLE X
Languages
All reports and other information required for the implementation of this Agreement
shall be subriitted to0 the Agency in one of the working languages of the Board,
ARTICLE Xl
Physical Protection
Malaysia undertakes that adequate physical protection measures shall be maintained
with respect to the supplied reactor and the supplied materials and any special fissionable
material used in or produced through the use of the supplied res :or or any supplied
material, including subsequent generations of produced special {issionable material,
- The Parties to this Agreement (hereinafter called the "Parties’) agree *o the levels
for the application of physical protection set forth in Annex B to this Agreement, which
levels may be modified by mutual consent of the Parties without amendment o this
Agreement. Malaysia shall maintain adequate physical security measures in accordance
with such levels. These measures shall as a minimum provide protection comparaonle 0

that set forth in Agency document INFCIRC /225 /Rev.1, entitled 'The Physical Protection
of Nuclear Material”, as it may be revis«d from time to time.



ARTICLE XIII
Settlement of Disputes

L+ Any decision of the Board concerning the implementation cf Articie V1I, VIII or 2
shall, if the decision so provides, be given effect immediately by the Agency and Malaysia
pending the {inal settlement of any dispute,

2. Any dispute arisin, out of the interpretation or implementation of this Agreement,
which is not settled by negotiation or as may otherwise be agreed by the parties concerned,
snall on the request of any such party be submitted to an arbitral tribunal composed as
follows: each party to the dispute shall designate one arbitrator and the arbitrators so
designated shall by unanimous decision elect an additional arbitrator, who shall be the
Chairman, I[f the number of arbitrators so selected is even, the parties to the dispute
shall by unanimous decision elect an additional arbitrator. If within thirty (30) days of the
request {or arbitraticn any party to the dispute has not designated an arbditrator, any other
party to the dispute may request the President of the International Court of Justice t0
appoint the necessary number of arbitrators, The same procedure saall apply if within
thirty (30) days of the designation or appointment of the arbitrators, *he Chairman or any
required additional arbitrator has not been elected, A majcrity of the members of the
arbitral tribunal shall constitute a quorum, and all decisions shall be made by majority
vote. The arbitral procedures shall be established oy the tribunal, whose decisions,
including all rulings concerning its constitution, procedure, jurisdiction and the division
of the expenses of arditration between the parties to the dispute, shall be final and binding
on all the parties conceried, The remuneration of the arbitrators shall be determined on
the same basis as that of ad hoc judges of the International Court of Justice,

ARTICLE XIV

Entry into Force and Duration

1s This Agreement shall enter into {orce upon signature by or for the Director General
of the Agency and by the authorized representatives of Malaysia and the United S*ates,

. This Agreement shall continue in effect so long as any material, equipment or
facility which was ever subject to this Agreement remains in the territory of Malaysia or
under its jurisdiction or control anywhere, or until such time as the Parties agree that
such material, equipment or ‘aciity is no longer usable for any nuclear activity relevant
{rom the point of view of saf:guards,

DONE in Vienna on the tweiity=-second day of September 1980,
in triplicate in the English language.

For the INTERNATIONAL ATOMIC ENERGY AGENCY:
(sicned) Sigvard ZXIIND

For the GOVERNMENT OF MALAYSIA:
(signed) KHCR Eng Hee

For the GOVERNMENT OF THE UNITED STATES OF AMERICA:

(signed) Gerard C. SMITH



ANNEX A

SAFETY STANDARDS AND MEASURES

. The safety standards and measures applicable to the project shall be those defined
‘2 Agency document INFCIRC/18/Rev, 1 (hereinaiter called the ""Safety Documen:’'’ and as
specified below.

r 8 Malaysia shall apply *he Agency's Basic Safety Standards for Radiation Protection
and the relevant provisions ot *he Agency's Regulations for the Safe Transpor: of
Radioactive Materials, as they are revised by the Agency {rom time ‘o time, and shall
as .ar as possible apply them also :0 any shipment of the supplied material outside the
jurisdic.ion of Malaysia. Malaysia shall endeavour to ensure safety conditions as
recommr ended in the relevant parts of the Agency's codes of practice,

3. Malaysia shall arrange for the submission to the Agency, at least 50 days prior o
*he proposed s==nsfer of any part of the supplied materials to the jurisdiction of Malay:ia,
of a detailed safety analysis report containing the information specified in paragraph 4.7
of the Safety Document, with particular reference to the foulowing types of operations, to
the extent that such information is relevant and not yet available to the Agency:

(a) Receipt and handling of the supplied mate. lals;
(5) Loading of the fuel elements into the supplied reactor;

fe) Starteup and preeoperational testing of the supplied reactor with the supplied
materials;

(d) Experimental program and procedures involving the supplied reactor;
(e) Unloading of the fuel elements from the supplied reactor;
(f) Handling and storage of the fuel elements after unioading,

Once the Agency has determined that the safety measures provided for are adeguate, it
shall give its consent for the start of the assisted operation, Should Malaysia desire ‘o
make substantial modifications to the procedures with respect to which information has been
submitted, or to perform any operations with the supplied reactor or the supplied materials
with respect to which operations no such information has been submitted, it shall submit

to the Agency all relevant information as specified in paragraph 4, 7 of the Safety Document,
on the basis of which the Agency may require the application of additional safery measures
-n accordance with paragraph 4, 8 of the Safety Document. Once Malaysia has undertaken

o apply the additional safety measures requested by the Agency, the Agency shall give its
consent {or the modifications or operations referred to above,

4, Malaysia shall arrange for submission to the Agency, as appropriate, of the reports
specified in paragraphs 4.9 and 4,10 of the Safety Document.

S. The Agency may, in agreement with Malaysia, send safety missions for the purpose
of providing advice and assistance to Malaysia in connection with the application of safety
measures to the project, in accordance with paragraphs 3,1 and 5. 3 of the Safety Document,
Special safety missions may be arranged by the Agency in the circumstances specified in
paragraph 3, 2 of the Safety Document,



8. Changes in the safety standards and measures laid down in this Annex may be made
‘0 accordance with paragraphs 6,1 0 3,3 of the Safety Document,



ANNEX B

LEVELS OF PHYSICAL PROTECTION

Pursuant to Article VII, the agreed levels of physical protection ‘o ne ensured by
he competent national authorities in tae n1se, storage and transpor:ation of nuclear material
listed in the attached table shall as a m'..mum include protection characteristics as ‘ollows:

CATEGORY (I
Use and st Jrage within an area to which access is controlled,
Transportation under special precautiods including prior arrangements between sender,
recipient and carrier, and prior agreement between entities subject to the jurisdiction anc

regulation of the supplier State and the recipient 3tate, respectively, in case of internationa.
‘ransport, speciiying :ime, place and procedures for transferring transport responsibility,

CATEGORY II

Use and storage within a protected area :0 which access is controlled, i{,2, an area under
constant surveillance by z-ards or electronic devices, surrounded bv a physical barrier
with a limited numoer of points of entry under appropriate control, or .ny area with an
equivalent level of physical protecticn,

Transportation under special precautions including prior arrangements between sen ier,
recipient and carrier, and prior agreement between entities subject to the jurisdicrt.on and
regulation of the supplier State and the recipient State, respectively, in case of international
iransport, specifying time, place and procedures for transferring transport responsibility.

CATEGORY !

Materials in this category shall be protected with hi ghly reliable systems against
unauthorized use as follows:

Use and storage within a highly protected area, i.e, a protected area .s defined ‘or
Category [l above, to which, in addition, access .s restricted to persons ‘vhose trustwore
thiness has been determined, and which is under surveillance by guards who are in close
communication with appropriate response forces. Specific measures taken in this centext
should have as their opjective the detection and prevention of any assault short of war,
unauthorized access or unauthorized removal of material.

Transportation under special precautions as identified above for transportation of
Category Il and Il materials and, in addition, under constant surveillance by escorts and
under conditions which assure close communication with appropriate response forces,
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Excelluney:

I have the honor to refer to the Project and
Supply Agreement of September 22, 1980 between the
Internaticnal Atomic Energy Agency (hereinafter
referred to as the "Agency"), the Government of
Malaysia and the Government of the United States
of America hereby the Agency has granted its
assistance to Malaysia in obtaining enriched uranium
and a TRIGA research reactor for use at the Tun
Ismall Atomic Research Center at Bangil, Malaysia
(hereinafter referred to as the "Project and Supply
Agreement").

During the discussions leading up to the
Project and Supply Agreement which was signed today,
the following understandings were reached between
the Government of the United States of America
and the Government of Malaysia.

If Malaysia or the United States becomes aware
of circumstances which demonstrate that the Agenecy
for any reason 1s not or will nct be applying safé-
guards as provided for in paragraphs (2) and (3) of
A;ticle Il of the Project and Supply Agreement, the
Party shall inform the other, and to ensure effective
continuity of safeguards the parties shall immediately

eater into arrangements which conform with Agency
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safeguards principles aii procedures, and with the
coverage required by those paragracns, and which
2rovide assurance equivalent to that intended to
be secured by the System they replace.

If either party becomes aware of circumstances
referred to in the above Paragrarh, following consul-
tation with Malaysia, the United States shall be
permitted to conduct the activities listed below,
unless the United States agrees that the need to
exercise such activities is being satisfied by the
application of Agency safeguards under arrangements

Pursuant t£o that paragraph:

[
S

( to review in a timely fashion the design
of any equipment transferred pursuant to the Project
and Juprse Agreement, or of any facility which is to
use, fabricate, process, or store any material so
transferred or any special nuclear material used in

or produced through the use of such material or

{(2) to require the maintenance and production
of reccrds and of relevant reports for the purpose
of assisting in ensuring accountability for material -
transferred by the United States pursuant to the
Project and Supply Agreement and any source or special
nuclear material used in or produced through the use
of any material or equipment so transferred; and

(3) to designate personnel, in consultation wit

Malaysia, who shall have access to all places and data
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necessary to account for the material in paragraph (2),
to inspect any equipment or facility referred to in
paragraph (1), and to install any devices and make
such independent measurements as may be deemed
necessary to account for such material, Such personnel
shall be accompanied by personnel designated by
Malaysia.

Malaysia confirms its undertaking to establish
and maintain a system br accounting for and control
¢? all material subject to the Project and Supply
Agreement, the procedures of which shall be comparable
to those set forth in Agency document INFCIRC/153
(corrected), or in any revision of that document
agreed tc by Malaysia and the United States.

IT Malaysia at any time following entry into
force of the Project and Supply Agreement:

(a) does not comply with the provisions of
Articles III,4, III,5, VII, and XII of the Project
and Supply Agreement,

(b) terminates, abrogates or materially violates
a safeguards agreement with the Agency, o:

(¢) detonates a nuclear explosive device;
the United States shall have the rights to cease
further cooperation under the Prcject and Supply
Agreement and to require the return of any material
or equipment transferred under the Project and Supply
Agreement and any special nuclear material produced

through their use,.
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The United States and Malaysia shall periocdi-

cally exchange through the Agency information

concernin

the physical protection measures main-

tained by Malaysia pursuant to Article XII of the

Pro

ect and Supply Agreement. The adequacy and

implementation of these physical protection measures

may be reviewed from time to time, whenever either

party is of the view that a revision may be required

to maintain

adequate physical protection.

If the Government of Malaysia concurs, it is

suggested

that this note and Your Excellency's reply

be regarded as constituting an understanding between

our

two governments, which shall remain in forze for

the duration as provided in Article XIV of the

Project and Supply Agreement.

Accept, Excellency, the renewed assurances of

ghest

xcell

consideration.

=
&

or the Secretary of State:

ency

Eng Hee,
Ambassador Extraordinary and Plenipotentiary
c0 the Republic of Austria and

Reslds

1t Representative of Malaysia
tc the International Atomic

Energy. Agency.



