kel CONFIDENTIAL
s ‘ DISTRIBUTION:
SGLB "C" r/f
RBurnett
January 21, 1988 wMPeterson
NUKEM . JBecker

-

MEMORANDUM FOR: Victor Stello, Jr., Executive Director for Operations

FROM: Hugh L. Thompson, Jr,, Director, Office of Nuclear Material
efety and Safeguards
SUBJECT: PRESS REPORTS ON FRG SUSPENSION OF NUKEM AND TRANSNUKLEAR
LICENSES

Recent press articles have reported on the Federal Republic of Germany (FRG)
suspension of licenses for NUKEM's fuel production facility in Hanau and
Transnuklear's license to transport nuclear materials, NMSS staff have been

in contect with IP, Department of State and IAEA staff to obtain official -
clarification on these press reports. To date, there has been limited official
communications on these matters (Enclosure 1 15 & cable sent by State at our
request to obtain clarification on these issues), NMSS and 1P are pursuing
these matters as these reports may impact NRC export licensing actions and

internationa! sefeguards, Based on informetion currently available (some of

which is based on FRG press and radio reports), the Transnuklear license is

suspended for all transportation based on the alleged violations of FRG regula-

tions involving possession and transport of waste materials, The NUKEM facility
is temporarily shutdown and new management is to be assigned, See Enclosure 2
for background on shutdown of NUKEM. The Washington Post report of January 15,
1988 on alleged diversion of material to Libya and Pakistan does not appear to
be substantiated,

] have enclosed a summary of cables received tc date on these matters
(Enclosure 2) and & list of questions that | have directed the staff to pursue,
I will keep you informed,

ORIGINAL SIGNED BY
ROBERT BERNERO

Hugh L. Thompson, Jr., Director
Office of Nuclear Material
Safety and Safequards
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A confidential report shows the failures of the 1AFA ;—- S::’Za -
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“Every single facility in the FR Cermany is under our supervision™, i -‘35—_—“
claimed the TAEA spokesmar, Hans-Friedrich Meyer, last Thursday evening, . 3?)7:7

when suspicions arose that fisssionable material had been transported 7 & iy

from Hansu to Pakistan. "Our inspectors would have noticed if material ™= ™™
disappesrecd” R L o e

|
That would be nice. In reality, the 250 IAEA officials, so-cealled 33‘;1'* v —
safeguards inspectors, check nuclear facilities all over the world since the — "~ ~
signing of the NPT. Quoting IAEA Director Ceneral Dr. Hans Blix: "They are Lo i B
verify that countries which have agreed to not produce nuclear weapons reslly
do so."

1n the meantime, 96 countries have concluded safeguards agreements with
the 1AEA which has been founded by the UN in 1956, To demonstrate their good
will slmost all nuclear weapon states agreed to be safeguarded. Among those
countries which dc not officially possess the atomic bomd ofly Pekistan,
Israel, Argentine and Brezil refused to open their nuclear fecilities to the
TAEA inspectors,

Presently, some 910 nuclear installations are inspected by the I1AEA by
means of book inventories, special cameras, highly sophisticeted measurement
devices and sample-taking. During the last years, however, there were repeated
doubts about the efficiency of these controls. For the first time, ther: is
now detsiled evidence that the 1AEA failed in fullfilling its “most important
task" (Director Genersl Blix),

1n & 66-page report on its activities which came out in 1987 and has
been kept confidential up to now, the 1AEA listed a number of serious § oblems
it has to deal with,

1n March 1986, the TAEA did not have information on the whereabouts of
188 significant quantities of fissionadle material which had beer shipped in
different countries from one nuclear facility to the other in 1985 . According
to the definition, each of these SQ's could be sufficient to build the atomic
bomb,

Orly at the end of 1986 was it possible to reconstruct all the transport
movements. Says physicist Helmut Hirsch of the Gruppe Okologle, Hannover,
“during that period of time it would have been possible to build the bomb
without snybody noticing it.™ Up to now it was assumed that the IAEA would
know sbout the disappearance of a SQ within ten days.

In March 1987, there were again 70 stomic bomb-equivalentrs wissing in
the 1AEA records - this time in 1986. Io particular, the IAEA report points to
"dubious export notifications from two nuclesar weapon states.”
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Actuslly the TAEA does not inspect as comprehen.ively as it was assumed
up to now. Siz lerge facilities - each of them works with the equivalent of at
least one atomic bomb per year - are not open to sefeguards since there are no
Subsidiary Agreements even though the safeguards agreements as such have long
been concluded. The 1AEA report, however, does not give the names of these
installations.

In most of the 147 nuclear installations which are under surveillance by
means of photo- end video cameras the IAEA cannot verify whether or not
fissionable materisl has been diverted. Often the light condition in the
storage pond areas is insufficient or temporarily not available. Says
physicist Kirsch: "This is a» open door for manipulations™, It would be easy
te exchange & drum with fissionsble material in the darkness. The 1AEA report
states that “et present it cannot be foresesn when this problem might be
settled.”

In addition, the IAEA also has difficulties with the accreditation of
new safeguards inspectors. The countries in which these inspectors are to work
have to agree on their sccreditation. Twelve Member States did not respond at
all to respective requests over a period of more than a yesr. In 1986, the
lack of an adequate number of safeguards inspectors hampered safeguards
fmplementation in seven countries. According to the IAEA report "this is one
of the most important problems as to the efficiency and credibility of the
sefeguards system,™

Even if the 250 inspectors were able to carry out their inspections
sccording to the cegulations, on the average the inspection reports will not
be availeble until B85 days afterwsrds. If samples are taken in the
installations, the verificetion will take even longer due to the leboratories’
heavy worklosds. A country experienced in nuclear techrclogy could earnily
construct & nuclear explosive device - unnoticed - io a reprocessing plant in
that time span.

The IAEA bureauvcracy has many difficulties as well: Even though
sefeguards inspections have been carried out for elmost 20 years now the IAEA
inspectors do not follow & unified inspection scheme.

However, their workload is constantly incresasing. Io the meantime, even
in the area of the peaceful uses of nuclear energy & tremendous potential for
nuclesr weapons has been sccumulated: The spent fuel under IAEA inspections
alone contains nearly 160 t of plutonium. In the various nuclear facilities
there are 8.4 t of separated Pu, in addition 13.2 t of KEU and 22 201 t of LEU
235 as well as 32 802 t of other fissionable material - theoretically, this
would be sufficient for 31 710 atomic bombs.

How helpless the TAEA stands against the ever-increasing workload shows
in the following numbers: Of the 2306 large nuclear facilities the Agency did
not reach i{ts inspection goals in 1986, Only 19 percent of the nuclear
installations under safeguards which worked with significant amounts of
fissionable material could be sstisfactorily inspected by the IAEA. The
alarming trend: The bigger the nuclear programme of a country, the more the
1AEA inspectors work in the dark,
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The stubborn nuclear policy of the FRC is one reason for the safeguards
cjstem not working more successfully: When the NPT was negotiated, the
delegates from Bonn mede sure that the safeguards against misuse of nuclear
installations were not too rigorous - because their own nuclear programme
should be developed without too much outside interference.

Therefore, not nuclear facilities as o whole, as originally foreseen,
but only the inspection of wrenium and plutonium falls withio the Jurisdiction
of the 1AEA. The political analyst Matihias Kint::l, Hamburg, found out that
the NPT can be tasily circumvented by o series of loopholes.

Those facilities which the povernment claims have been shut down or
contain 20 fissionable material cannot be inspected. Nuclear material that is
cleimed to be used for non-nuclesr purposes is olso not subject to inspection,
In addition, there are special circumstances which allow fissionadle materisl
to be used for non-explosive military purposes, e.g. nuclear povered ships.

Since the NPT would not have been of value without the FRC's
participation, the Cermans were able to include a further condition: 1n
FRCermany, the EURATOM Organization of the EC countries, which was founded for
other purposes, tekes the lead in the ir.pections, and not the IAEA. In the
EURATOM's statutes, however, the military use of nuclear facilities is
espressly allowed because of France's membership.

Until 1973, @ verificetion agreement has been worked out betweer EURATOM
and the 1AEA. David Fisher, & former high-ranking IAEA staff member, remembers
that EURATO!M concentrated the main part of its efforts on reducing the 1AEA's
rcle to & minimum.
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% - NCRE-BING NUMEBER OF ETORIES IN THE PRESS CONCERNING
THE RLLEGED SXIPMENT OF RADICACTIVE MATERIALS QUTSIDE THE COMMUNITY
WITHOUT AUTHORIBATION WE PROVIDED SOME BARCKGROUND AT THE NOON
BRIEFING TCDAY,

IT 1S IMPORTANT TO DISTINGUIEW BETWEEN THE TWD ARSPECTE OF EURATOM
HESPONSIBILITY WHICH RRE RELEVANT TO TWE CURRENT BCANDALS CONCERNING
THE BELGIAN WASTE TREATMENT PLANT AT MOL AND THE GERMAN FI1RM
TRANENUKLERR?

i. YHE FIRST RELATES TO NUCLERR SAFETY AND REEPECT FCR THE
COMMUNITY'8 BASIC STANDRARDS FCR RADICRCTIVITY IN THE ENVIRON™ENT, AY
PLACE OF WORK ETC, THE TREK LARID DOWN FOR THE COMMISEION IN RRTICLE
3% OF THE EURARTOM TRERTY I8 TO MAXE CERTRIN THAT MEMPER STRTES HAVE
PROPER MONITORING FRCILITIES FOR ENEURING THAT THE ERBIC B8TANDRRDS
ARE RESPECTED, R BMALL TEAM OF COMMISSICON CFFICIALS WILL VISIT THE
MOL PLANT ON TUEEDAY JANUARRY 19, THEIR VISIT 18 WITHIN THE CONTEXT OF
ARTICLE 35 AND WILL MELP THE COMMISSION TO RESEES WrAT LESSONS THE
COMMUNITY CAN LERRN FROM RECENT EVENTS AT MOL AND IN GEFMANY ON THI
TRANSPORT AND MANDLING OF NUCLEAR WRSTE. THE TEARM 1§ ALSO EXFECTED 1O
VIBIT GERMANY SHORTLY,

@, THE SECOND CONCERNS OPERATION OF THE SAFEGUARDE RRTICLES CF THD
EURATOM TREATY, THE COMMISSION HAS RESPONSIBILITY FOR IMPLEMENTING
CONTROLE ON THE MOVEMENT QOF FISSILE MRTERIALS BETWEEN THE MEIMEER
COUNTRIES AND BETWEEN THE CCMMUNITY AND THIRD COUNTRIES. R TEAM OF
RBOUT @02 COMMISBION INBPECTCRS 1§ INVOLVED IN THIS TREK, WORXING IN
TANDEM WITH THE INSPECTORS CF THE INTERNATIONAL ATOMIC ENERBY R3ENCY
AT VIENNAR, TME COMMISSION FELIEVES THAT QUR INSPECTICN PROCEDURES
PROVIDE AN EFFECTIVE CONTRC. OF THE MOVEMENT CF FIESSILE MATERIALS, WE
HAVE NO EVIDENCE TO SUGGEST THAT USAELE QU TITIES OF PLUTONIUM HAVE
GONE MISSING IN THE WAY REPORTED IN CERTAI., “EDIA, MOWEVER, THE
COMMISSION 18 KEEPING IN CLOSE TOUCH WITH INVESTIGATICNE IN MEMEER
ETATES YO ENSURE THRT ALL TWE FRCTE ARE KNOWN,

AS FAR RS NUCLEARR WASTE 18 CCONCERNE™, NUCLEAR INSTALLATIONS MAY NOT
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DECLARE ANY CONTAMINATED MARTERIAL ~i WRSTE UNTIL THE INSPECZTORS HRVE °
VERIFIED THA® IT CONTARING NO FIESILE MATERIAL WNICH COULD EE '
_ RECOVERED IN ANY PRACTICAL WRY,



| Mlles  ThermalKem - Nukem  o4fles
The "german” connection

The following 's 3 chronology of evenls inveolving NUKEM and affiliated companies as reparted in
the german media. Sources include  dpa, Der Spiegel, taz, Report Frankfurter Allgemeine Zeitung

Mid 1980°s « NUMEM supplies ultrasonic testing ingtallations neeced for NUCLE AR BOMB manufacture to ‘SoUlAfr\c.
November BS - RBU employee dumps appr 60 000 gal uraniwm CONTAMINATED wastewater into public sewer syster
October 21, 86~ TRANSNUKLEAR truck has accident on Aytobahn near Antwerp/Belgium Raa\oachvo nu\ds NOT
DECL ARED on shipping papers, seep into groundwater e
August 1986 D AFCRIC AN NUKEM sells 2 5 million 1bs of Soulh Africar uranium to US company Malépai, Phoenix A2
by SWAPPING certificate of material origin , thereby BYPASSING US trade embarge
January 1987 - BRIBERY scanda)l wvolving TRANSNUKLE AR and nuclear nower alant eperators/employees unfolds
S Miltien DM, maybe 21 miil invelved Leads point to NUKEM
February 1987 ~ South Africen uranium ends up in Soviet Union via NUKEM, even thoygh the Soviets have 1sgued an
embarge ¢Qainst thece materials

March 1987 - Plutenium contaminated uranium tablet releases highly radioactive fumes, CONTAMINATING 69
NUKEM employees

March 1387 - ALKEM employee CONTAMINATED wilh radicdctive burns to head ang arms

April 1987 = Preuscer Clekira employee Kliue Rameke commite SUICIDE  after accepting BRIBES from
TRANSENLKLE AR

fall 1987 = INTENTIONAL MISLABELING of nuciear waste materials Rutonium shipped by TRANSNUKLE AR to

West Germany for storage, instead of low level waste

Decerndber 87 - Hang Hollz, TRANSNUKLE AR manager , commiis SUICIDE, while being interrogated

December B7 - Environmental Mimigter SUSPENDS TRANSNUKLE AR license

January 1988 - Beigian aulhority for radicactive waste finde 700 barrels german RADIQACTIVE WASTE MISSING
at TRANSNUKLE AR subsidiary SMET JET

I.Januarg 1988 - Manfred Slephany NUKEM presidert, RESIGNS. 2 remaining VP s, Peter Jelinek-Fink & Cerhard
Hackstein are asied to regign by state o' Hessen Minigterpresicent NUKEM orders FORCED RESIC-
NATIONS. NUKEM temnporarily SHUT DOWN. All traffic entering & leaving being sesrched

January 14 BB~ Search at NUKEM turns up papers dealing with irregularities v highly enriched uranium trade
Hessen Minsterpresident Walimann announces (hat figsionable material may have been diverted
to LIBY A anc PAK!ST AN via NUKEM,

January 1988 -~ M, STEPHANY knew of cash transfers to third companies, which were then used by TRANSNUK-
LEAR for BRIBERY as early as 1983 yet when told about 1t, brushed off ¢riticism. The 1989
Edition of Dunn & Bradstreet lists M, STEPHANY and P JELINEK-FINK under NUKEM TECHNOLOGIES
Paramus N.J ., direct superiors of Thermal®EM, Rock Hill §C

Prof B Liebmannn, OEGUSSA-CEQ, confirms NUKEM's SCANDAL and says that among
other things its AMERICAN TOXIC WASTE INCINERATION will play an important rcie
in the company s future (Travemuende, West Germany , June 1988)

[Qhetmsch»West(-Elek-Werk DEGUSSA AG lMet:‘.‘qes AG | |Imperial Smeiting Corp
a5 ® . JL_ 358 10.% JO.IL

ALKEM | 4eeom 40 B '\JUKEM o 66 T~ | TRANSNUKLEAR L]
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Soalbal sy ety - . et L ,
| ThermalKEM, SC{ {Nukem Tech, NJ |American Nukem, NJ| [Waste Chem Corp| | RBU | [TNY, New York
L_100% [1 joo% 1 1o0o% _ || _ 1oo% ||a0%|| 'sosm

Toxie Waste Nuclear Waste “Nuclear Fuels
Inginer alon Techneologies Trading
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T an writing to rezuest copice of all file entrio /2,:£ Ic/
v at refer or partain to one or all, of tne following » f‘Z.}---?U
companies corporations and ¢or manufacturers,

Thaaal N Bsutih 2arslina
JULEL Tech Ve Jereey

American wuliT! lew Jersey
astr Chemical Corzorati

N

i B Go”o?o"o
YeGerman Degussa A.G,
Imperial Smelting

Please mail copies to Datriesn Do ''aldron at Dox elavern
Turnersburg, orth Carolina ££:88

I am requesting these docw:ents under the frcedon

of information act,







