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UNCLASSIFIED 
FAX MESSAGE 

TO: 

VIA FAX: 

FROM: 

Steve Aoki 
NSC 

456-9180 

Thomas A. Marten 

NO. :77 

~Jk 
United Sta'tes Department of State 

W"ashington, D. C. 20520 

Off ice of Economic Sanctions 
Policy 

Tel: 202-647-7699 
Fax: 202-647-4064 

January 11, 1995 

No. of Pages: 3 

SUBJECT: Liberalization of North Korea Sanctions 

Steve, 

Herewith a one page draft statement on relaxing sanctions against 
North Korea. Most, but not all, State clearances are in. I haven't 
heard back yet from Treasury or Commerce and may not hear back 
tonight. I don't expect any major problems with the substance; this 
basically summarizes the package of measures we agreed to 
interagency before Thanksgiving and is almost a verbatim copy of the 
one-page paper included in the paperwork for the last two Deputies' 
meetings. 

All sanctions-easing measures outlined here can be done by revision 
of regulations, mostly Treasury regs. You already have OFAC's draft 
revised regs. We foresee a need for two changes in commerce regs: 
revising their policy of denial to permit case-by-case consideration 
of export license applications related to the energy sector 
(including the spent fuel project now underway) and 
telecommunications (hardware which may be necessary to establish 
direct U.S.-DPRI< transmission circuits, since there are none now). 

I still owe you more detailed press guidance and q's and a's that go 
into the nitty-gritty of implementation. I'm working on that now as 
we reach agreement on the few policy issues involved. Hope to have 
that to you no later than Friday, maybe tomorrow if the trilateral 
talks end early this evening ... 

Regards, 

Tom 



19:42 EB-DOC ~ 282 456 9180 NO. 177 

White House Statement 
on Relaxing Sanctions against North Korea 

The President directed the Secretaries of Treasury and Commerce 
today to take the following steps in consultation with the 
Secretary of State to relax economic sanctions against North 
Korea. These initial steps are in response to North Korea's 
decision to freeze its nuclear program and facilities and 
cooperate with the U.S. and IAEA to verify the freeze and 
ensure safe storage of spent nuclear fuel, in the context of 
the October 21, 1994 U.S.-DPRK Agreed Framework. Further 
progress in relaxing economic sanctions against North Korea 
will depend on further verified progress on the nuclear issue 
as well as progress in other areas of concern, including 
chemical and biological weapons, missile proliferation, human 
rights and terrorism. 

Telecommunications and Information: The u.s. will permit 
most financial transactions related to telecommunications 
transmissions, travel, and news-gathering activities. 
These changes fall within the letter and spirit of the Free 
Trade in Ideas section of the Foreign Affairs Authorization 
Act of 1994. 

Financial Transactions: We will authorize the DPRK to 
clear dollar transactions with third countries through the 
U.S. banking system, but transactions will not be allowed 
to originate or terminate in the U.S. Frozen DPRK assets 
in which there is no Government interest will be released. 

Foreign Subsidiaries: We will allow foreign companies with 
U.S. ownership (e.g., foreign-incorporated subsidiaries of 
U.S. companies) to do business with the DPRI<, provided 
there is no direct involvement by U.S. persons, consistent 
with U.S. export laws and regulations 

Diplomatic Activities: We will authorize all financial 
transactions for diplomatic missions (DPRK mission to the 
UN and, eventually, new liaison offices in Washington and 
Pyongyang). 

Rare Commodities: U.S. importers will be authorized to 
purchase from the OPRK rare commodities for which the DPRK 
is a necessary supplier in the world market. (The DPRK is 
one of only two known sources of magnesite, a refractory 
material used in steel production.) 

UN Deyelopment Projects: The U.S. will cease active 
opposition to UN funding of DPRK development projects, 
except as required by law. 

Energy Sector: In support of our policy objectives in the 
Agreed Framework, we will consider on a case-by-case basis 
requests from U.S. industry to pursue projects in North 
Korea's conventional and nuclear energy sectors. 

~02 
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UNCLASSIFIED 
FAX MESSAGE 

TO: 

VIA FAX: 

FROM: 

Steve Aoki 
NSC 

456-9180 

Thomas A. Marten 

l'-:C.: 70 

United States Department of State 

Tl'ashington, D. C. 20520 

Off ice of Economic Sanctions 
Policy 

Tel: 202-647-7699 
Fax: 202-647-4064 

January 11, 1995 

No. of Pages: 18 

SUBJECT: Liberalization of North Korea Sanctions 

Steve, 

Herewith Treasury's draft revised regs implementing the North Korea 
sanctions policy changes we agreed on interagency at the working 
level before Thanksgiving. These are the same policy changes 
reviewed by the Deputies. 

our lawyers are still going over the text, but we hope to reply by 
Friday. There are a couple of policy issues related to 
implementation flagged by Treasury in their cover memo that we will 
have to address in our reply, such as whether or not to unblock and 
return frozen assets to DPRK-controlled firms outside the DP·RK. 

if8i 

I will send to you a draft White House statement on relaxing 
sanctions together with more detailed press guidance and q's and a's 
discussing the nitty-gritty of implementation. Hope to have that to 
you no later than Friday. 

We would like to consult with and brief Hill staff before the 
decision on sanctions is made public. can a lag be built-in between 
the time the decision is made and when it is made public? 

Regards, 

Tom 



Ol/ll/95 15:00 EB-ODC ~ 202 455 9180 

·. 
OEPA.RTME.NT OF, THE TREASURY 

·. : !·~·· ·:. . .:WASHINGTON;o.c.' 202.2.0· . . . . . 

• .. . .. . . ,. 

~i· r; j ~1:. 
r:.i.Ji-.l.~ ,, •• 

•t'\. 
I .. . : .., 

FAC No. 143237 

MEMORANDUM FOR ROBERT S. DEUTSCH 
DIRECTOR 
OFFICE OF ECONOMIC SANCTIONS POLICY 
BUREAU OF ECONOMIC AND BUSINESS AFFAIRS 
DEPARTMENT OF STATE 

SUBJECT: Liberalization of North Korea Sanctions 

Attached for your review and comment are draft regulations 
amending the Foreign Assets Control Regulations, 31 C.F.R. Part 
500 (the "FACR''), to implement measures called for in the Agreed 
Framework Between the United States of America and the Democratic 
People's Republic of Korea (the "DPRK"), and to bring the FACR 
into conformity with amendments to the Trading with the Enemy Act 
included in the Free Trade in Ideas Act of 1994. We would 
appreciate your review in particular on the following issues: 

(1) New § 500.581. A limited lifting of the ban on 
financial transactions to permit clearing dollars through the 
United States places an untenable burden on banks to police 
transactions on behalf of the USG. Transfers through U.S. banks 
involving payments for unauthorized trade in goods or services, 
or remittances between the DPRK and the United States, should 
generally be policed some other way. We are therefore proposing 
a prospective authorization of all financial transfers with no 
culpability to the banks unless a bank is the originator or the 
beneficiary of the transfer, i.~., where it is on notice from its 
dealings or those of its customer (or explicitly from FAC) that a 
transfer relates to a prohibited transaction. For example, the 
bank could not process the transfer if documents were pre~ented 
under a letter of credit involving an unlicensed trade 
transaction by a U.S. person, or if a U.S. bank received a 
request for a prohibited remittance to a relative in ~he DPRK. 

(2) Amended § 500.563. If U.S. persons are allo~ed to use 
credit cards in the DPRK issued by U.S. ban}:s for travel-related 
purposes, U.S. banks will also have no way of verifying the 
legitimacy of the transfer when funds are reimbursed. 

(3) Amended § 500.579. We have added the DPRK to the 
section authorizing the post-lifting return of certain funds 
blocked because of a Vietnamese interest. This section will 
effectively unblock all assets that did not directly originate 
from the DPRK or the Government of the DPRK, and p21rallel~. the 
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post-lifting measure we took with Vietnamese assets. Between 
this section and the new § 500.581, as a practical matter, there 
will be few blocked funds transfers subject to U.S. jurisdiction 
that will remain blocked because of an interest of the DPRK or a 
person in the DPRK, nor is it likely that additional funds be 
blocked. Please note that we need State input on the issue of 
whether Specially Designated Nationals of the DPRK not located in 
the DPRK should be eligible to have funds returned to them as 
remitters, or whether they should be treated as the Government of 
the DPRK wherever located. As you discussed with Loren Dohm, 
Alan Drimmer and Bill Hoffman, the FACR (§ 500.306) do not 
explicitly equate SDNs with the government. Because property of 
both the government and nationals of the DPRK is blocked, the 
distinction has not made a difference heretofore. 

(4) New § 500.585. According to the Agreed Framework, U.S. 
firms can't provide any "key nuclear components" until after a 
bilateral agreement is signed, and that won't happen until a 
"significant portion of the LWR project is completed." It would 
therefore seem premature to allow for licensing these activities 
in the regulation at this time. The storage and disposal of 
spent fuel from the 5 MW(e) experimental reactor will take place 
even later, beginning with the delivery of the key nuclear 
components for the first LWR unit. We have therefore limited the 
scope of this provision to what can take place at this time or in 
the near future. 

We are available to meet with you to discuss these issues 
further. Please refer any questions on the package to me (622-
2510) or David Mills of the Chief Counsel's Office (622-2410). 

Attachments 

/1. i 7 I , . t/iiJ lL"~r 
R. Richard Newcomb 
Director 
Off ice of Foreign Assets Control 

cc with attachments: Lynn Turk - EAP/K 
Jim Hergen - L/EAP 
JoAnn Dolan - L/EBC 
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DEPARTMENT OF THE TREASURY 

Off ice of Foreign Assets Control 

31 CFR Part 500 

Foreign Assets Control Regulations; North Korean Travel and 

Financial Transactions; Information and Informational Materials 

AGENCY: Office of Foreign Assets Control, Treasury. 

ACTION: Final rule; amendments. 

SUMMARY: The Treasury Department is amending the Foreign Assets 

Control Regulations (the "Regulations") pursuant to talks held 

with the Government of the Democratic Peoples Republic of Korea 

("North gorea") on October 21, 1994, regarding relations between 

the two countries. In addition, the Regulations are also being 

amended to bring them into conformity with amendments to the 

Trading with the Enemy Act included in the Free Trade in Ideas 

Act of 1994. 

EFFECTIVE DATE: (insert date of publication] 

FOR FURTHER INFORMATION CONTACT: Steven I. Pinter, Chief of 

Licensing (tel.: 202/622-2480), or William B. Hoffman, Chief 

Counsel (tel.: 202/622-2410), Office of Foreign Assets Control, 

Department of the Treasury, Washington, D.c. 20220. 

SUPPLEMENTARY INFORMATION: 
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Electronic Availability 

This document is available as an electronic file on The 

Federal Bulletin Board the day of publication in the Federal 

Register. By modem dial 202/512-1387 or call 202/512-1530 for 

disks or paper copies. This file is available in Postscript, 

WordPerfect 5.1 and ASCII. 

Background 

On October 21, 1994, the United States and North Korea 

agreed, in the context of broader negotiations, to begin reducing 

barriers to trade and investment. Based on these mutual 

commitments, the Regulations are being amended by (1) adding a 

new § 500.580 to authorize transactions with North Korea by 

foreign subsidiaries of U.S. firms (i.g., not foreign branches of 

U.S. firms nor U.S. citizens or permanent residents); [(2) adding 

a new S soo.581 to authorize the clearing through the U.S. 

banking system of u.s. dollar transactions in which North Korea 

or a national thereof has an interest;] (3) adding a new § 

500.582 to authorize transactions related to the operation of 

U.S. and North Korean diplomatic missions in the United States 

and North Korea; (4) amending § 500.563 to authorize all U.S. 

persons' transactions with respect to travel to, from, and within 

North Korea, including removal of restrictions on group travel 

and travel service providers (including travel agents, carriers, 
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ticket agents and commercial and noncommercial organizations that 

promote or arrange travel) and removal of the prior $200 per diem 

ceiling on expenditures; (5} amending § 500.566, regarding the 

authorization of travel-related transactions by North Korean 

nationals in the United States; [(6) amendinq S S00.579 to 

authoriE• the unblookinq of certain funds which came into the 

possession or control of u.s. ~anting institutions through wire 

transfer instructions or check remittances in which North Korea 

or a national thereof bas or has had an interest, provided no 

tunds are transferred directly to the Government ot North Korea 

or to persons in North Korea;] and (7) removing §§ 500.564, 

regarding reimbursment of travel costs by foreign subsidiaries, 

and 500.569, regarding group travel to North Korea, as no longer 

necessary. 

Section 500.583 is added to the Regulations to provide a 

statement of licensing policy noting that specific licenses may 

be issued for the importation into the United States of North 

Korean-origin magnesite or magnesia, because the absence of North 

Korea as a supplier subjects U.S. importers to unreasonably high 

prices due to otherwise limited foreign sources. Section 500.584 

is added to.the Regulations to provide that specific licenses may 

be issued to authorize transactions necessary to establish 

offices in North Korea of U.S. news organizations and for offices 

in the United States of North Korean news organizations. 

Finally, § 500.585 is added to the Regulations to provide that 

specific licenses may be issued to authorize U.S. persons to 

• . .. 
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participate in certain types of energy sector projects in North 

Korea with respect to the replacement of existing nuclear 

reactors with light-water reactor power plants. 

The Free Trade in Ideas Act of 1994, section 525(b) of the 

Foreign Relations Authorization Act, Fiscal Years 1994 and 1995, 

Pub. L. No. 103-236, 108 Stat. 474 {the "FTIA"), amended section 

5(b) (4) of the Trading ~ith the Enemy Act, 50 U.S.C. App. S(b) (4) 

("TWEA"), to expand the list of items defined as categories of 

informational materials to include compact discs, CD ROMs, 

artworks, and news wire feed. In addition, section 5(b) (4) of 

TWEA, as amended, exempts from the authority granted to the 

President the authority pursuant to TWEA to regulate or prohibit, 

directly or indirectly, the exportation or importation, whether 

commercial or otherwise, of information or informational 

materials regardless of format or medium of transmission, except 

exportations that would be controlled pursuant to national 

security, nonproliferation, or antiterrorism provisions of the 

Export Administration Act of 1979, 50 u.s.c. App. 2401-2420, or 

espionage provisions of 18 U.S.C. chapter 37. Section 500.571 of 

the Regulations is being amended to reflect the exemption from 

regulation of all transmissions of noncontrolled information over 

existing telecommunications circuits, including current 

settlement of telecommunications fees between the United States 

and North Korea. 

Note: The FTIA exemption applies to transmissions of 

information, not telecommunications facilities and equipment 

. ~ . 
.. ·' 
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necessary to transmit information. Exportation from the United 

States of equipment to enhance gateway-to-gateway 

telecommunications service with North Korea is subject to 

licensing requirements of the Department of Commerce, in 

conjunction with the general license in § 500.533 of the 

Regulations. Exportation or reexportation of such equipment to 

North Korea from a third country by a U.S. person requires a 

specific license from FAC and may also be subject to Commerce 

Department licensing provisions set forth in the Export 

Administration Regulations, 15 CFR Parts 768-799. 

Section 500.206 is amended to reflect the FTIA e~emption 

that applies to transactions concerning exportation and 

importation of information and informational materials. The 

definition of the term "informational materials" contained in 

S 500.332 is amended to conform the section to amended section 

5(b) (4) of TWEA. Conforming amendments are also made to 

§ 500.550, which authorizes transactions related to the 

importation and exportation of inf orrnation and informational 

materials. 

Because the Regulations involve a foreign affairs function, 

Executive Order 12866 and the provisions of the Administrative 

Procedure Act, 5 U.S.C. 553, requiring notice of proposed 

rulemaking, opportunity for public participation, and delay in 

effective date, are inapplicable. Because no notice of proposed 

rulemaking is required for this rule, the Regulatory Flexibility 

Act, 5 u.s.c. 601-612, does not apply. 

...... ··'· : ~ . '. 
. ' ..... : "~ ,·. •. 
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List of Subjects in 31 CFR Part 500 

Administrative practice and procedure, Banks, Banking, 

Cambodia, Exports, Fines and penalties, Finance, Foreign 

investment in the United States, Foreign trade, Imports, 

Information and informational materials, International 

organizations, North Korea, Reporting and recordkeeping 

requirements, Securities, Services, Travel restrictions, Trusts 

and estates, Vietnam. 

For the reasons set forth in the preamble, 31 CFR part 500 

is amended as set forth below: 

PART 500 -- FOREIGN ASSETS CONTROL REGULATIONS 

1. The authority citation for part 500 continues to read as 

follows: 

Authority: 50 U.S.C. App. 1-44; E.O. 9193, 7 FR 5205, 3 CFR, 

1938-1943 Comp., p. 1174; E.O. 9989, 13 FR 4891, 3 CFR, 1943-1948 

Comp. , p. 7 4 8 . 

Subpart B -- Prohibitions 

2. The section heading and paragraphs (a) and (b) of 

S 500.206 are revised to read as follows, and the word 
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"synchronization" and the comma following it are removed from 

Example #4 of § 500.206: 

§ 500.206 Exemption of information and informational materials. 

(a) The importation from any country and the exportation to 

any country of information or informational materials as defined 

in § 500.332, whether commercial or otherwise, regardless of 

format or medium of transmission, are exempt from the 

prohibitions and regulations of this part. 

(b) All transactions of common carriers incident to the 

importation or exportation of information or informational 

materials, including mail, between the United States and any 

foreign country designated under § 500.201, are exempt from the 

prohibitions and regulations of this part. 

* * * * * 

Subpart C -- General Definitions 

3. The section heading and text of§ 500.332 are revised to 

read as follows: 

§ 500.332 Information and informational materials. 

(a) For purposes of this part, the term informational 

materials includes, without limitation: 
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photographs, microfilms, microfiche, tapes, compact disks, CD 

ROMs, artworks, and news wire feeds. 

(2) To be considered informational materials, artworks must 

be classified under chapter subheading 9701, 9702, or 9703 of the 

Harmonized Tariff Schedule of the United States. 

(b) The terms Jn.formation and informational materials with 

respect to U.S. exports do not include items that would be 

controlled for export pursuant to section 5 of the Export 

Administration Act of 1979, 50 u.s.c. App. 2401-2420 {1979) (the 

"EAA"), or section 6 of the EAA to the extent that such controls 

promote the nonproliferation or antiterrorism policies of the 

United States, including "software" that is not "publicly 

available" as these terms are defined in 15 CFR Parts 779 and 

799.1 (1994); or with respect to which acts are prohibited by 18 

u.s.c. chapter 37. 

subpart E -- Licenses, Authorizations, and Statements of 

Licensing Policy 

3. The section heading and paragraph (a) of § 500.550 are 

revised to read as follows, and the words "information and" are 

added before the words ''informational materials" in each place 

they appear in the first sentence of paragraph (b) of § 500.550: 
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'§ 500.550 Transactions.related to information and informational 

materials. 

{a) All financial and other transactions directly incident 

to the importation or exportation of information or inf orrnational 

materials as defined in § 500.332 of this part are authorized. 

* * * * * 

4. The section heading and text of § 500.563 are revised to 

read as follows: 

§ 500.563 Transactions incident to travel to and within North 

Korea. 

(a) All transactions of persons subject to U.S. 

jurisdiction, including travel service providers, ordinarily 
' ' .' • I 

incident to travel to, from, and within North Korea and to 

maintenance within North Korea are authorized. This 

authorization extends to transactions with North Korean carriers, 

involving group tours, payment of living expenses, the 

acquisition of goods in North Korea for personal use, [and normal 

banking transactions involving currency drafts, charge, debit or 

credit cards, traveler's checks, or other financial instruments 

neqotiated incident to personal travel). 

(b) The purchase of merchandise in North Korea by persons 

subject to U.S. jurisdiction for importation into the United 



01/11/95 15:[14 EB-ODC - 18~ ~s; ~180 f-..i[i. 170 

. ·.·. . 
\~· .. · ...... ·";,·: 

. ' .... 
·' 

' .· 
. ·.: : . 

:.1.· ._.,·:-·:·· .. ·: ... : __ ,:.:· .. . . ,•' ~ •. _,,.· .. · .·_. . ... ·. ' . .. . .. 
...... : .. 1 

·10 -

States or a third country as a6companied baggage is limited to 

goods with a foreign market value not to exceed $100 per person 

for personal use only. Such merchandise may not be resold. This 

authorization may be used only once in every six consecutive 

months. As provided in § 500.206 of this part, information and 

informational materials are exempt from this restriction. 

(c) This section does not authorize any debit to a blocked 

account. 

5. Section 500~564 is removed and reserved. 

6. Paragraph (b) of § 500.566 is removed, paragraph (c) is 

redesignated as paragraph (b), and paragraphs (a) and (a) (1) are 

revised to read as follows [now permits transActions outside U.S. 

with North Korean carriers): 

§ 500.566 Certain transactions authorized on behalf of North 

Korean nationals incident to their travel and maintenance 

expenses. 

(a) Except as provided in paragraph (b) of this section, the 

following transactions are authorized by or on behalf of a 

national of North Korea who enters the United States on a visa 

issued by the Department of State: 
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· ( 1) '"·Ail transa.cti.ons' ordinarily incident to travel to, 'from, 

and within the United States are authorized, including the 

importation into the United States of accompanied baggage for 

personal use; 

* • * * * 

7. Section 500.569 is removed and reserved. 

8. Section 500.571 is revised by substituting the words 

"No;rth Korea" for the word "Vietnam" wherever it appears. 

9. Section S00.579 is revised to read as follows: 

s 500.579 Authorization for release ot certain blocked transfers 

by banking institutions subject to U.S. jurisdiction. 

Banking institutions subject to the jurisdiction of the 

United states are authorized to unblock and return to the 

remitting party funds that were blocked pursuant to this part 

because of an interest of North Xorea or Vietnam, or a national 

thereof, that came into their possession or control by wire 

transfer or check remittance, provided that no funds are released 

to the Governments of North Korea or Vietnam or to any person in 

North Korea or Vietnam. In the case of Vietnam, however, this 

•..•• ·:.· :.·. 'y 

.. · .. 
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. authoriza.tion is restricted to wire trans'fera' or check 

remittances received after December 31, 1989. 

10. Section 500.580 is added to read as follows: 

·, .. 

§ 500.580 Transactions involving North Korea by foreign entities 

subject to U.S. jurisdiction. 

All transactions of any corporation, partnership, 

association or other organization organized outside the United 

states, that is owned or controlled by persons specified in 

paragraph {a) or (c) of § 500.329 or paragraph (a) {2) of 

§ 500.330 of this part, which transactions would otherwise be 

prohibited by subpart B of this part, are authorized. Except as 

otherwise specifically provided in this part, this section does 

not authorize the involvement in such transactions of any person 

specified in paragraph (a) or (e) of § 500.329 or paragraph 

(a) (2) of § 500. 330 of this part. 

11. Section soo.ss1 is added to read as follows: 

§ 500.581 Authorization of U.S. dollar clearing transactions 

involving North Korea. 

Banking institutions organized under the laws of or located 

in the United States are authorized to process the transfer of 

·, 

'•' 

. ; ~ . 
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funds -in ~h-i_ch_~·li~rth :Korea ·or'- a ·nati~na·i :theteot- has an 1ntere·at.: 

Oriqinators and ultimate beneficiaries of funds transfers, 

however, includinq U.S. banking institutions that are themselves 

originators or beneficiaries, may not initiate or receive such 

transfers if the underlying transactions to which they relate are 

prohibited pursuant to this part. 

12 ~ ·sect-1on -soo .-sa2 is added to read as follows: 

§ 500.582 Financial transactions related to diplomatic missions 

authorized. 

All financial transactions related to activities of North 

Korean diplomatic missions in the United States and U.S. 

diplomatic missions in North Korea are authorized . 

. . ·, .. 

13. Section 500.58_3 is added to read as followi: 

§500.583 Importation of North Korean-origin magnesite and 

magnesia. 

Specific licenses may be issued authorizing the importation 

into the United States of North Korean-origin mLlgnesite or 

magnesia. 

14. Section 500.504 is added to read as follows: 

lllS 
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§ 500 .·584 News· org~nizat'i"on off ices: 
... ,. ·. .. ·.· 

(a) Specific licenses may be issued authorizing all 

transactions necessary for the establishment and operation of 

news bureaus in North Korea by U.S. organizations whose primary 

purpose is the gathering and dissemination of news to the general 

public. 

(b)·:'Transaction.s that will be authorized include but· 

are not iirnited to t~os~ iricid~nt to the foliowing: 

(1) leasing office space and securing related goods and 

services; 

(2) hiring North Korean nationals to serve as support staff; 

(3) purchasing North Korean-origin goods for use in the 

operation of the office; and 

(4) paying fees related to the operation of the off ice in 

North Korea. 

(c) Specific licenses may be issued authorizing 

transactions necessary for the establishment and operation of 

news bureaus in the United States by North Korean organizations 

whose primary purpose is the gathering and dissemination of news 

to the general public. 

(d) The number assigned to a specific license issued 

pursuant to this section should be referenced in all import 

documents, and in all funds transfers and other ban}:ing 

transactions through banks organized or located in the United 

States, in connection with the licensed transactions to avoid the 

. .···,·: 
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blocking of goods imported from North Korea and the interruption 

of the financial transactions with North Korea. 

1s. section 500.585 is added to read as follows: 

§500.585 Enerqy sector projects in North Korea. 

Specific licenses may be issued to permit persons subject to 

u.s. jurisdiction to participate in certain types of energy 

sector projects in North Korea in connection with that country's 

transition to light-water reactor C"LWR") power plants. such 

transactions include those related to LWR power plant site 

preparation, excavation, plant design, delivery of essential 

nonnuclear components including turbines and generators, building 

construction, and the provision of heavy oil to North Korea for 

heatinq and electricity generation pending completion of the 

first LWR unit. 

Dated: January , 1995. 

R. Richard Newcomb, 
Director, Office of Foreign Assets Control. 

Approved: January ~ , 1995. 

----·-------John Berry 
Deputy Assistant Secretary (Enforcement) . 

(FR Doc. 95-????? Filed Ol-??-95; ??:?? am] 
BILLING CODE 4810-25-F 
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Anthony Lake 
Assistant to the President for 

National Security :\.ifair~ 
The \Vhite House 
1600 Pennsylvania Avenue, N.W. 
Wa::.hingwn. D.C. 20.500 

De:1r Tony: 

January 6. 1995 

Cy Vl.U1ce has told me of your report that there is no early chance of a 
meeting \Vith the President on the questions we have raised about current U.S. 
policy 1.m CTBT and NPT extension. That's understandable at this season, and I 
can only say that [ do urge you to have one more look. yourself, at where you all 
will be in the spring when the world notices that you are pushing both a 
perm~rnent extension ofNPT and a ten-year escape clause for CTB. I cannot think 
of any previous President in the nuclear age who would have consciously chosen 
to climb into such a box. 

I also owe you advance notice that I am likely to go public on this issue. 
possibly as early as ne:-.:t week. but more probably after a Caribbean holiday that 
follov;s. If I Jo that. I will address myself directly to the issues and steer clear 
of ()ur exchl.1I1ges. ·n1erc may be public gossip about our effort with you all at 
some stage. given the number of people in and out of government who already 
know about it. but it will not come from me. 

Sincere Iv, 

Mo... 
~ 

McGeorge Bundy 

.· 
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Dismantling the Nuclear Weapons Legacy of the Cold War 

James E. Goodby 
Distinguished Visiting Fellow 

Institute for National Strategic Studies 
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The Greatest Disarmament Program in Human History 

The nuclear arms reduction agreements and parallel commitments reached since 

1987 \1vill remove from active deployment about 27,000 former Soviet bombs and 

we:1rheads. When START I and II are fully implemented, Russia will have eliminated some 

1 000 strategic nuclear delivery vehicles and removed from active deployment 4, 500 
\ . ~ .... " ;. , ... ,... 

strategic warheads. Ukraine will give up 176 SS-19!? and 24$~~rnd 1,240 strategic 
.. • 

warheads as well as cruise missile warheads. The 81 SS-25 single-warhead missiles 

pl<:iced i11 Belarus by the Soviet Union will be withdrawn and probably redeployed on 

Russian territory. For its pJrt, the United States will eliminate over 1, 300 strategic nuclear 

delivery vehicles ur1der the START agreements, and will have removed from active 

deployment over 6,000 strategic warheads. 

These reductions, in terms of systems scheduled for elimination and the destructive 

potential they represent, amount to tt1e greatest program of disarmament in human history. 

The [Jrocess also sionals a change in relations between Washington and Mo~cow, if only 

by dramatically reversing the upward trend in nuclear weapons targeted against each 

other's homeland thJt has characterized much of the nuclear age. 



The Nunn-Lugar Legislation: A Cooperative Approach to Security 

Not all of the problems that could arise in undertaking a dismantlement program of 

this magnitude were perceived with the clarity that hindsight affords when Senator Lugar 

(R-IN) and Senator Nunn (D-GA) sponsored the Soviet Nuclear Threat Reduction Act of 

1991 (PL 102-222). But the general shape of the problem was identified with considerable 

accuracy. The initial legislation put the Congress on record as supporting actions to 

facilitate dismantlement of nuclear weapons in the Soviet Union and to assist in the 

prevention of weapons proliferation. Subsequently the scope was broadened and applied 

to the new independent states of the former Soviet Union. In practice, cooperation has 

·,; .· . } · .. 

been developed with Belarus, Kazakhstan, Russia, and Ukraine -- the countries strategic 

nuclear weapons were still located after the break -up of the Soviet Union. 

This program has been known by several names -- the ~~unn-Lugar program, safe and 

secure dismantlernent (SSD), and cooperative threat reduction (CTR). A remarkable feature 

of it is the way in which A1nerica11s, Bf~larusians, Kazakhstanis, Russians, and Ukrainians 

have joined forces to solve probiems. The style is reminiscent of how General George C. 

Marshall said problems should lie attacked: all the participants in a discussion on one side 

of the table and the problem on the other. Within the constraints of legislation, funding, 

and Executive Branch procedures, the prospective partners were asked what kinds of 

cooperative programs would best suit their needs. The resulting dialogue led to analysis 

and to joint conclusions and to a series of agreements, some of which dealt with highly 

sensitive issues. It is unlikely that this joint prolJ!ern-solving style could have evolved 

without the resources provided by the Nunn-Lugar !egislation. 

Joint problem-solving initially occurred while the political-legal framework for 

cooperation was being developed and it continued in a more detailed manner throughout 



the implementation phase. The intent was to provide the basic legal foundations and a 

general outline of the areas of cooperation, while leaving open for subsequent development 

most of the specific description of goods and services to be provided. 

For each country an umbrella agreement was negotiated that addressed the scope 

of the cooperation, tied the cooperation to the objectives defined by U.S. legislation. and 

defined the ~Jeneral rights and obligations of the two parties. Implementing agreements 

were then negotiated that identified specific areas for cooperation and the maximum 

amount of Nunn-Lugar money that could be made available for each implementing 

agreement. As of December 1994, there are a total of 36 implementing agreements in 

effect. 

Issues that were sometimes difficult to resolve in these negotiations included the 

auditing provisions needed to assure the U.S. Government that public monies were being 

properly spent, riohts and privileges to be accorded to American citizens working on these 

projects in eflch of the partner countries, and relief from customs duties for U.S. equipment 

be inn furnished in accordance with the agreements. 

Ukraine 

Special note sl1ould be taken of the significant role that Nunn-Lugar funds played in 

gaining Ukraine's adherence to START I, the Lisbon Protocol, and the Nuclear Non­

proliferation Treaty (NPT). To facilitate implementation of the Lisbon Protocol, President 

Busl1 in the fall of 1992 committed $175 million in Nunn-Lugar assistance to Ukraine. After 

consideral)le hesitation. Ukraine signed its Nunn-Lugar umbrella agreement with the United 

States on October 25, 1993 during the visit of Secretary of State Christopher to Kiev. In 

December 1993, Ukraine and the United States concluded an implementing agreement for 



dismantlement of the strategic of tensive forces deployed in Ukraine, initially for a program 

envisaging the expenditure of up to $135 million. Assistance to help offset the cost to 

Ukraine of dismantling nuclear weapons was one of the conditions set by the Ukrainian 

Parliament for its ratification of START I and the Lisbon Protocol. In that same month of 

December 1993, Ukrainian authorities informed the U.S. negotiating team that their 

government had decided to deactivate all of their missiles, including the most modern 

missiles ··- the SS-24s. Deactivation of SS-24s, arran~Jeinents for Russian compensation 

to Ukraine for the value of the enriched uranium in nucleor warheads shipped to Russia for 

dismantling, and commitments to provide security assurances for Ukraine made possible 

the trilateral accord signed lJy Presidents Clinton. Kravchuk, and Yeltsin 011 January 14, 

1994 that placed Ukraine on the road to adherence to the NPT, as well as to START I and 

the Lisbon Protocol. 

Status of Cooperative Programs 

There are two useful ways of comurehending how these programs of cooperation 

are proceeding. One is to identify the resources being devoted to achieving the major goals 

of this effort. The other is to review the programs on a country-specific basis. Table I 

uses the first method and Table II the second. As can be seen in Table I. there are three 

principal categories in which cooperation is underway: 

o Weapons destruction and dismantlement; 

o Chain of custody; 

o Demilitarization. 

Destruction and dismantlement includes l1eavy equipment for use in destroying 

nuclear delivery vehicles and silos, government-to-government communication links for 



transmitting data related to START I elimination progress, chemical weapons destruction 

assistance. and,..'elimination of strategic missile bases and site restoration. 

Chain of Custody includes assistance in the safe and secure transport and storage 

of fissile material, material control and accounting, export controls, weapons security. and 

nuclear reactor safety. 

Demilitarization includes cooperation in the transition from defense production to 

civilian production, housing for demobilized strategic rocket forces officers, and centers for 

scieritilic cooperation. 

By the end of 1994 about $1 billion had been committed to the support of 

cooper2tive programs between the United States on the one hand and Belarus~.Kazakhstan. 

Russia. and Ukraine on the other. Approximately 50% of those commitments had been 

·. 1' ,;: 

devoted to weapons dismantlement, white chain of custody had absorbed about 30% of 

the corr1mitments. Just under 17% had been dedicated to demilitarization. 

As TalJle II indicates. U.S.-Russian programs of cooperation have accounted for the 

largest share ot the billion dollars, $450. 7 million. Ukraine has the second largest program 

at just under $280 million. The Kazakhstani program is third in size with about $100 

million in committed Nunn-Lugar funds and the Belarus program is just over $70 million. 

Table II also shows that the assistance actually provided by the United States as of 

December 1994 t1as not caught up with and the amount that the United States has agreed 

to provide to the cooperating countries. The reasons for this are shared between the 

United States and the cooperating countries. But substantial progress was made during 

calendar 1 994 in translating agreements into real goods and services. From not much over 

$100 million in January 1994, US obligations rose to well over $450 million by December 

1994. (In U.S. budgetary practice, "obligations" refers to funds that have been transferred 



through contracts for good and services). 

These obligations resulted in shipments to the cooperating countries through 

calendar year 1994 that included cranes, bulldozers, cut-off saws, cable shredders, 

communications equipment, computer equipment, armor blC1nkets, protective suits, plasma 

cutters, fissile material containers. excavators, and assorted other types of equipment. 

SOLVING AN OLD PROBLEM, CONFRONTING NEW ONES 

Eliminating a large fraction of the nuclear weapons legacy of the Cold War under 

present conditions has surfaced several practical proi)lerns of execution for those 

governments directly concerned: 

o the resource requirements of rapidly disrnanriing nuclear weapons systems; 

o managing the process of rapid dismantlement while maintaining absolute 

control over the fissile materials released; 

o protecting fissile materials 1n facilities wlH:re the ~ecurity environment may 

have deteriorated, 

0 the economic and intellectual needs of displaced scientific and techni 

cal personnel; 

o underlying economic problems in the former Soviet Union that make it more 

difficult for governments concerned to prosecute in a sustained and vigorous 

manner their obligations to dismantle nuclt~ar weapons systems. 

o dealing with the perceived security, economic, and political needs of newly 

independent countries where nuclear weapons deployed by the former Soviet 

Union are located -- Belarus, Kazakhstan, and Ukraine; 

Paradoxically, the process of removing warheads from deployment with missiles 

and disassembling missiles can pose new dangers that did not exist when the warheads 



and missiles were kept in securely guarded missile sites. Transporting fissile materials and 

weapons components over great distances to storage and dismantling facilities that are 

operating in a difficult economic and security environment, and filling those facilities to 

capacity, or beyond. creates new 11ro1Jlems in terms of the safety and security of nuclear 

warheads. In societies that are under enormous stress and are suffering from major 

economic dislocations. warheads, fissile materials, or missile components could become 

more vul11erable to "insider" thefts or criminal actions. The end of the nuclear arms race, 

coincident with a sharp downturn in employment opportunities in the former Soviet Union 

for technically- skilled persons, also has generated widespread hardship within the elite 

scient1f ic r::ornrnun1ties is of the new independent states. 

The evidence to date supports the thesis that the products of disarmament are 

saf e~iuJrdcd with great care by responsible agencies. So far, the smuggling attributed to 

leakages ~ rorn within the former Soviet nuclear establishment appears to have come from 

civilian research centers and not from materials released by the process of dismantling 

riuc:lear weapons systems. But improvements in the control of fissile materials would 

greJtly reduce the potential for unauthorized seizure of these hazardous materials. The 

time has now come to work intensively to develop and strengthen cooperative programs 

to prevent a relatively new kind of proliferation -- that resulting from sub-state threats to 

effective governmental control over fissile materials. It would be particularly important to 

du this with Russia. where the dismantling and storage of nuclear warheads and 

components are taking place. 

The Resource Crunch 

It is clear that Fiscal Year 1996 budget requests for nuclear dismantlement and 



related activities will face close and critical scrutiny; they must compete for funding with 

other valuable programs that may have to be trimmed or eliminated. Priorities within the 

Nunn-Lugar program need to be reviewed in this context and in tl1e context of diverse 

threats to U.S. and international security. Rapid de-activation of nuclear weapons 

systems can proceed with a modest amount of additional assistance. Working with Russia, 

Belarus, Kazakhstan and Ukraine to improve fissile materials control and accountability 

systems, customs controls, storage facilities for dismantled nuclear warhead components, 

and safe and secure rail transport of fissile materiz.ils entails, potentially, much more 

support nian has been allocated by the US Governmenr to date. Special monitoring and 

safeguards procedures C:Jlso will be required on a recipr9cal basis ifRussia and the United 

States can agree on ways and means of assuring each other that nuclear warheads are 

indeed being dismantled and that fissile materials declared excess to military needs will not 

be re-usecl for new nuclear weapons. 

One issue that this situation Doses is whether i:he ratio between the nearly 50'Yo 

devoted to dismantling nuclear delivery systems and the 30% devoted to chain of custody 

is the right proportion of Nunn-Lugar commitments to project into the future. If the greater 

relative need at present is to enhance the management and control of fissile materials, then 

a greater priority in funding should be attached to this task. 

Are Nuclear Weapons Being Eliminated? 

If the provisions of START II are fulfilled by Russia and tt1e United States, by the 

year 2003 (or by 2000, with U.S. assistance) the deployed strategic nuclear forces of the 

Untied States and Russia will be reduced to levels corresponding to 3500-3000 nuclear 



warheads. Although the launchers and nuclear delivery vehicles -- the objects of these 

disarmament accords -- must be eliminated by prescribed and verified procedures, there is 

no obligation on either party to eliminate the nuclear warheads removed from active 

deployment status. There is no agreed procedure now in place that would enable the United 

States, or Russia. to know for sure that the other side is dismantling these warheads. There 

is no assurc:ince that the process of eliminating weapons is irreversible. 

On September 28, 1994 Presidents Clinton and Yeltsin decided to "direct their joint 

working uroup on nuclear safeguards, transparency and irreversibility to pursue by March 

1995 further measures to improve confidence in and increase the transparency and 

irreversibility of the process of reducing nuclear weapons." In discussions leading up to 

the Clinton-Yeltsin meeting U.S. and Russian officials agreed that the US-Russian joint 

working group would: 

o "Oetine options to make transfers of fissile materials from weapons to non­

weapons purposes irreversible; 

o Consider options for an exchange of data on inventories of fissile materials 

removed from dismantled warheads; 

o Examine options for reciprocal inspections of storage facilities containing 

plutonium and highly-enriched uranium removed from nuclear weapons; and 

o Address special safeguards problems related to the cut-off of production of 

fissile materials and the feasibility and specific methods for p-lacing fissile 

materials released as a result of the disarmament process under IAEA 

safeguards." 

They agreed that the joint working group would report on its progress at the next summit 

meeting. Obviously, these talks will be a key part of the process of eliminating nuclear 



weapons and safeguarding fissile material. In view of the new and sensitive issues that 

will be discussed, the talks will need the sustained commitment of the most senior policy 

makers in both the United States and Russia if they are to succeed. 

Conclusion 

o The process of dismantling former Soviet nuclear weapons systems, while 

highly desirable f rorn the standpoint of reducing a major threat to the United 

States, generates new security threats that need urgent attention. These 

threats include access to fissile materials IJy unauthorized persons or groups, 

including criminal or terrorist organizations. 

o Working with Belarus, Kazakhstan, Russia and Ukraine to improve the ability 

of duly constituted authorities in those countries to account for and control 

access to fissile materials should be a high-priority US policy. 

o The urgency of strengther1i11g safeguJrds over fissile materials will require 

some shifting of funding and policy resources into programs that support this 

goal. This may require more funding for the "chain of custody" category of 

cooperative threat reduction (Nunn-Lugar programs). 

o Top-level Administration and Congressional support is required for US­

Russian efforts to make the process of transferring fissile materials from 

weapons to non-weapons purposes transparent and irreversible. 

Recommendations 

The United States should assign high priority to: 

1. Securing US-Russian arrangements that will increase the transparency of the 



process of reducing nuclear weapons and build confidence in the irreversibility of transfers 

· of fissile materials from weapons to non-weapons purposes. 

2. Supporting in tangible ways efforts being made in Belarus, Kazakhstan, Russia, 

and Ukraine to strengthen safeguards over fissile materials. 

3. Providing appropriate funding levels for programs of cooperation between the 

United States and Belarus, Kazkhstan, Russia and Ukraine in areas related to the chain of 

custody over fissile materials. 



COOPERATIVE THREAT REDUCTION 
SUMMARY OF ASSISTANCE 

Program Area Name 

Chain of Custody 

Demilitarization 

Destruction and Dismantlement 

Other Program Support 

Grand Total:* 

Assistance 
AGREED ($M) 

260.8 

150.0 

472.0 

15.0 

897.8 

Assistance 
Provided ( $M) 

154.7 

84.6 

187.6 

7.6 

434.4 

*Does not include funds obligated for non-agreement assistance, e.g. Arctic Nuclear Waste, 
Other Assessments and Defense Enterprise Fund. 

As of: 12 Dec 94 

Table I 
Courtesy of USDOD 



COOPERATIVE THREAT REDUCTION 
-------

SUMMARY OF ASSISTANCE· 

Partner C~m--­

Belar~--" 

Assistance Agreement ($M) Assi~~ance Provided ($M) 

70.1 22.5 

Kazakstan 100 3.4 

Russia 450.7 278.4 

Ukraine 277.1 130.0 

Totals: 897.9 434.3 

As of: 1:2-Dec 94 

Table II {~ 
c6urtsey of USDOD 

/ u / 
~/ 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, O.C. 20220 

FAC No. 142998 NOV 3 0 19'34 

MEMORANDUM 

FROM: 

FOR ROBERT S. DEUTSCH 
DIRECTOR 
DEPARTMENT OP' STATE/EB~ESP 

R. RICHARD NEWCOMB~' 1 
DIRECTOR 
OFFICE OF FOREIGN SETS CONTROL 

North Korea License Request by the Stanton Group 
Possible Violation of North Korea Sanctions 

At:.t:ached is a license request from the Stanton Group, Boston, 
:-~assachusetts, seekinq authorization to pennit the Stanton Group 
t.i; conctuct business in the Democratic People's Republic of Korea 

t_ "'.JPRK") in connection with an apparent a.qreement between the 
DP£U< and the Stanton Group alleqedly executed on November 8, 1994 
(~he "Agreement"). 

we note that while the execution of an agreement between the DPRK 
and a U.S. person would require prior FAC authorization, the 
Stanton Group has no such authorization. Thus, it appears from 
tha face of the application that the Stanton Group has engaged in 
an unauthorized transaction by executinq the Agreement. This 
off ice intends to pursue this apparent violation of the Foreiqn 
Assets Control Requlations, 31 C.F.R. Part 500. However, we 
request that the State Department comment specifically on thia 
.::ispect of the applic&tion. 

'.·:;,; rc.qnast tha views of the State Department with reapect to the 
:-::o;:;t.e:r: s1·oup's licansa request. Upon obtaining your views, we 
..,; I l !'!lake our licensing detannination in this matter . 

. ~-t~i'lchment 
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November 7, 1994 

LETTER OF GUARANTEE 

The econo~ic and development act1V1t1es to be Jointly 

undertaken by the Solb1-Stanton Development Corporation 
will be encouraged ·and f 1na~c1ally cuaranteed specially 

by the State Comm1ss1on of External Economic A!falrs at 
the authorization of the Government of the Democratic 
People's Republic of Korea. 

PYONGYAfllQ 

~-~. 
State ~naisaion. o.f~··~.. :ternal 

. . . . .. ': \\ 
-~bnoalc; Af fa'i •i 

Deaocrat1c\:~~Pl•'.s R•~~~-Jc of Korea 
""'"'c't • .: . • - : ...... ..11 . . . ' . . .. .. . ,, ) . ,, -.'. . . '· · .. '•--.,· .... · ··- ,, 
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~ . TAB B 

January x, 1995 

UNCLASSIFIED 
MEMOBANPYM 

TO: 

FROM: 

SUBJECT: 

REF: 

R. Richard Newcomb 
Director 
Off ice of Foreign Assets Control 
Department of the Treasury 

Robert s. Deutsch 
Director 
Off ice of Economic Sanctions Policy 

North Korea License Request by the Stanton Group 

FAC No. 142988 

The Department of State does not object to issuance of a 
license authorizing the Stanton Group of Boston, Massachusetts, 
to enter into a joint venture with a North Korean firm to 
operate the Soml:>ong oil-fired electric power plant and the 
Sombong oil refinery. The license should include the following 
conditions with respect to operation of the Sombong oil 
refinery: 

1) All refined products shall be exported from North Korea; 

2) All hard currency earnings shall be managed by the 
licensee, and the DPRK's portion thereof shall be deposited in 
an escrow account established in a bank subject to U.S. 
jurisdiction and used solely to expand or upgrade 
conventionally powered electric generating plants in the DPRK. 

This project will substantially advance our foreign policy 
objectives pursuant to the U.S.-DPRI< Agreed Framework of 
October 21, 1994. 

We do not support issuance of a license authorizing Stanton to 
promote foreign investment in North Korea at this time. 

In view of the pending revision to our economic sanctions 
policy with respect to North Korea, we do not believe that 
prosecution of the Stanton Group for sanctions violations is in 
the national interest at this time. 

. .. 

I l ;, ~ 
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TAB C 

January x, 1995 

UNCLASSIFIED 
MEMORANPUM 

TO: 

FROM: 

R. Richard Newcomb 
Director 
Off ice of Foreiqn Assets Control 
Department of the Treasury 

Robert s. Deutsch 
Director 
Off ice of Economic Sanctions Policy 

..... ~ - . ..:. ~· -- ...:. 

SUBJECT: North Korea License Request by the Stanton Group 

REF: FAC No. 142988 

The Department of State does not object to issuance of a 
license authorizing the Stanton Group of Boston, Massachusetts, 
to enter into a joint venture with a North Korean firm to 
operate the Sombong oil-fired electric power plant. This 
project will substantially advance our foreign policy 
objectives pursuant to the U.S.-DPRI< Agreed Framework of 
October 21, 1994. 

We wish to defer our recommendation on issuance of a license 
authorizing Stanton to operate the Sombong oil reinfery pending 
further progress in resolving the nuclear issue. 

We do not support issuance of a license authorizing Stanton to 
promote foreiqn investment in North Korea at this time. 

In view of the pending revision to our economic sanctions 
policy with respect to North Korea, we do not believe that 
prosecution of the Stanton Group for sanctions violations is in 
the national interest at this time. 

·'. 

I "-/ f: 
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JOHN M. SPRATT, JR. 
Ill CllT'L'"T. IOUTM CARO\JNA 

eongrtss of tbt 11nittb 6tattS 
Jl1oust of l\tptUmtatibtl 
l»asf)ington, m. (. 20515 

January 10, 1995 

Mr. Anthony Lake 
Assistant to the President 

for National Security Affairs 
The White House 
Washington, D.C. 20506 

Dear Mr. Lake: 

OSTSTomc:D: 

PmEllW. aatNI 

..acKICIU.~~~21..,. 
rms1m-n1• 

. I write to remind you of the attached legislation, which was 
included in the National Defense Authorization Act for FY 1995. 
Under section 3155, the President has authority to transmit 
restricted and formerly restricted date for several purposes, 
including nuclear material control and accounting (MC&A} . 

Since 1991, I have advocated a reciprocal exchange of 
information between the U.S. and the states of the former Soviet 
Union (FSU) regarding nuclear weapon stockpiles, weapons 
production sites, and nuclear materials inventories. Such an 
exchange is a fundamental step toward establishing an effective 
MC&A system in the FSU. To put it bluntly, I am disappointed in 
the progress to date in establishing an inventory of FSU nuclear 
materials and assisting Russia and the other states of the FSU in 
providing adequate security for them. 

I understand that there is disagreement over which agency 
should conduct and fund our MC&A efforts. I urge you to resolve 
this question quickly, and provide sufficient resources to 
whichever agency undertakes this mission. I firmly believe we 
have neglected MC&A too long and must accelerate our efforts. A 
MC&A program can garner bipartisan support in the l04th Congress, 
and is a much more cost-effective method of preventing a 
terrorist, accidental or rogue nuclear missile attack than 
establishing a space-based national missile defense system. 

I look forward to your reply. 

JMSj :hb · 
Enclosure 

Reepectff:{, ~ 

~.fti 
John M. Spratt, Jr. 
Member of Congress 
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(J) TM terms "b-jprodud matmaJ•, •80Ul't"e ll'UJWi4l•, and 
-•speeia.!. nuclear materi.a.l• have tluJ M8tJ1Wag gium 8UC1& terms 
in section 11 oftluJ Atomic En.era Ace of 1954 (42 U.S.C. 2014). 

SBC. ii&&. COMMUNICATION OF USTBICTBD DATA AND FORMERLY 
BESTEUCTED DA.TA. · 

(a) CoMKUNICATION OF DATA.-&ction 144 of tM Atomic Er&­
"11 Act of 1954 (42 U.S.C. 2164) is ameruJ.ed-.-

(1) "111 redesignati"I subsection. d. a.s subsection e.; a.nd 
(2) by imerling affer subsection e. the follcwing MW sub­

•ction d.: 
•tJ. (1) In addition to the cooperation. authoriud in 1ub.sectio1t.1 

a., b., and c., the President may, upon ma.king a detenn.ination. <k· 
scribed in paragraph (2), authorize thll Depa.rtTMnt of Energy, with 
tM assistance of the Department of DefeTtM., to cooperate with an­
otMr nation to commun.kate to tkat nation. such Ratricted Dat.a, 
and. tM President may, upon ma.king such determination., a.uthcrize 
the Department of Defense, with tlu al8istan.ce of tM Departmen.l of 
Energy, to cooperate with cuwt~r natiD11 to commllnica:te to th.tit M· 
ti.an sUch claia remotJed from. tlu Ratricted Data category under 
1«tion 142, aa u Mcessary for-

"'(AJ Out support of o progra.m for ti,,. control of and ac· 
countUl.g for fis,sik material Pd othu weapon.s material; 

•(B) the :rupport of the control of and ~unting for atomic 
weapo1111; 

"'(C) the ueri{kation of a treaty; and 
"'(D) the establishment of international standards for the 

clauiffcation of data on atomic weapons, da.ta on /fssik ma.u­
rial, and. related data. 
•(2) A rlsurmination. referred to in paragraph (l) it a <kur­

mination that tlUl propOSl!d cooperation and proposed comm1U1.ica­
tion. referred to in that paragra.ph-

•rAJ wiU promot#l iM common tkfense and securit~ in.tursts 
of the United States and the nation concerned; and 

'YB) will not constitute cm unnasonable ri.sk to suc:h com­
mon dllfell.$1 and security_ inUrests. 
T.lJ Cooperrition under this std>section. shall be underla.lr.en pu.r-

1rumt to e111. agnemenl for cooperatwn entered in.to in accord.an« 
with uction 123. •. 

(b) APPUCABILJTY OF NOTICE AND WALT PRO'IISJONS.~ecti.on 
1'3 d. of the Atomic En£rD Act of 1954 (43 U.S.C. 2153(d)J, as 
t:UMnded "1 subsscticm (c), shallJlot apply to a propo~d agree~nt 
for ct>aperation under section 144 d. of such Act, aa in.serted by sub­
l«tion (a), until Decembi!r 31, 1995. 

(c) CONlfJRMING AMENDMEHTS.-Tke Atomic Enugy Act of 
1954 (4Z U.S.C. 2011 et nq.) is ameNUd as follcws: 

(l) Section 123 is am.en.tUd-
(AJ by striking out •or 144 e.• each place it appears 

and inserting in lUu thueof •144 e., or 144 d. "; 
(B) in &ubsection a., by striJUnt out •or 144 b." and in­

serting in lieu thereof "144 b., or 144 d. •; a.nd 
(CJ in su.bseetion b., by instrting •racept an a.greemen.t 

a~ed e.ursuan.l to sectio1& 91 c., 144 b., 144 c., or 144 
d.)" atur 'the President hD.S submitud tut of tu pro[XJsed 
agrumcn.l for cooperation.•. 
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(2) Section. 142 d.. ia amended ~ striking out •szJisection 
144 b. • and insertin6 in lieu tkenof 'sub>ection b. or d. of sec· 
tion 144. '". 

(3) Section 142 f. is re~ 
(4) Section. 144 e., a. ~ted by subsection (aXl), is 

amended by $triking out •or c. •and in.saning in lku thereof •c., 
01' d.". 

SEC. 316'. SCHOLARSHIP AND FEUOWSllIP PROGRAM FOR ENVIRON· 
MENTAL RESTORATION AND WAS'n MANAGEMENT. 

(a) USE OF FUNDS.~fthe furuls autkorizsd. f.t> be cppropri.atd 
to the Depart~nt of Enugy in. section. 3102 for fisca.l :tear 1995 for 
environmental restoration O.nd wa.sk man.agemenJ, $1.000,000 sh.all 
be a.vailabk for the scholarship and fellowship progra.m for environ· 
mental restoration and WCZ3te management carried out under section 
3132 of tile National Dt'::' Authoriza.ticn Act for Fi.M.al Year$ 
1992 and 1993 (Public 102-190; 105 Stat. 1572; 42 U.S.C. 
7274e). 

(b) DESIGNATION AS MNULYN Lu1YD SCHOLARSHIP AND FEL­
LOWSHIP PROGRAM.-{1) Section 3132(a) of such Act (42 u.s.c. 
7274e(a)) ii a.mended by adding at the end the following:_ -rhe 
scholarship and fellowship program shall be knolDn as the 'Marilyn 
U<lyd Scho14rship and Felli»Dship Program'.~ 

(2) TM ameiulment made bj parQ/JTUPh (1) shall ttike effect on 
January 3, 1995. 
SEC. 3161. REPORT ON ECONOMIC REDEVELOPMENT AND CONVE~ 

SION ACTlVlTIES RESULTING FROM RECONFIGURATION 
OF DEPARTMENT OP ENERGY NUCLEAR WEAPONS COM· 
PLEJC. 

(a) IN GENERAL-Not later than May l, 1995, the S«reklry of 
EMrgy sh.all submit t.t> Congress information. on economic redevelop· 
men1 and con.wrsion acti11itia that, in tlut <Utermination of the Sec· 
retGr7J, may re•ult from tM rec:on.flllura&n of tlut Department of En· 
trgy nuclear weapons comp/a. '/& &uetary may submit the infor· 
mation in. a report o,. submit the pro/{1'alnmatic environmental im· 
pact statemen1 referred f.t> in. section 3145(c) of tlut Natil'Jnal Defense 
Authorization Act [or Fi&ctzl Year 1994 (Public Law 103-160; 101 
Stat. 1949) and includA! th. in.formation in. thal statement. 

(b) CoNTENrs.-Tha in.{orm4lion referred to in subsection (a) 
sh.all incluih the following: 

(1) An analysis Of tM e:Jt:Uti.ng condition and capabilitf.s of 
the fa.cilitus of the ~lear weapon.t com.plu. 

(2) A description. of tM tedanologiU and pTOCl!Slla a.t sueh 
fo.cili.tie• th.at have tJu potell.tial U> be d.eDeloped in collaboration 
with private industry, State, local, or triba.l puernment&, insti­
tutions of higher education. or n.on.-pro{il organization.a. 

(3) An estimate of the C08U aaocitzJ,ed wi.tA economic NldlJ. 
velopmem and conversicn activitiu as a raull of the reconfit· 
urution of the nuclear ~TU compla. 

( 4) A dncription of hiJw th S«retary 111ill coordina.te with. 
local internts regarding such adiuitia. 

SEC. 3158. OFFICE OF FISSILE MATERIALS DISPOS1T10N. 
(a) EsTABLISHMENT.-Titk 11 of tM Department of E111trg;y Or· 

eanization Act (42 U.S.C. 1131 et seq.) is ametukd ~adding at the 
end t~ (of/awing: 
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Tecllnofoo dnclopn111111 
The comareea urp the ~ent at Energy to ensure that 

the funds allocated for raaardi and development acti'rities in sup­
port or the environmental restoration and waste management pro­
gram are actuall_y spent on needed reaearch. More needi to be done 
to ensure that the ac:an:e environmental reeearch and development 
funds are used first. for rueardi and. aec:ond. for research that ad­
dresses a priority need of' the ~ent. 

The amtaraas are ~cularly_ pleased with the. newly-created 
joint research and dey81opment efrorts that the DOE and the De­
partment of Defense ha"fe initiated. The conferees look forward to 
more coordination iD .research and ckmtlopment between the two 
agencies. 

Because the defense budget is decreasing, the environmental 
restoration and waste ~t programs 'Ifill come under in­
creasing budgetary constraint&. 'nie comerees believe that many 
dollars could be saved through the research, dewlopment. and 
demonstration of pollution prnention stra~es. new waste charac­
terization and treatment teclm~, and remediation methodolo-
gies. The conferees urge the to fund the research and de-
wlopment. pragram conaiateDt with Departmpt'a stat.eel goal or 
dec:llcating 10 percent of the environmental budget to research and 
development. 

. Fiasik mawial dUpoai&n 
Dis~tlon of escesa wea~~· fissile materials will con­

tinue to be a major challeDJ9 to tb8 Department of Energy for the 
foreseeable future. Although all of the material& must be stored in 
a safe and secure manner for ID!'DY. ~· the dis~tion of' excess 
plutonium l>reaents the moat 8lpiflcaDt challenge. The conferees 
are disappomted that the ~ent did not In.dude in its budget 
nK11:J.eBt a ~est for ftmdi~ to deal with the :many issues associ­
ated with the Ito~ and di~tfon o( these materiala. The COil· 
rerees recommend '60.0 million for 1laile materiala disposition. 

The conferees urp DOE to ~ usessmg in earnest· the 
broad range or tec:hno~"9 indudiDJ? reactor, advanced. reactor, 
and non-reactor +«bnologlea, potentially nailable for the ~i­
tlon of pJutODium. The UH881D8DU ahOuld focaa OD the we, j)er• 
manent dispa_sltion of surplus we&~D8 material independent oi the 
dfspo1itio11 of dvillan plutonium. Each oC the possible disposition 
options present signiftc:aDt chall~ 

The conferees also. aped the Secrataz}' to use such funds as 
are available and l"llqUired to iclenUfy the ~ent•a near-term 
~uirements for the st.orage of ftuile materials until the nation 
ha.I detenniDecl a ftna1 dispOaition atrategy. The conferees ~ 
that in flsca1 year 1995, tile ~ must also devote significant 
reeources from the ft&&ile matariaW Cllspoait1on budget to prepare 
and issue the environmental impact statemellt CEIS> neces~ for 
compliance with the National E"nvlronmental Polley Act. 'The con­
ferees urge the ~ to prepare the EIS in as cost.efficient a 
manner as poulble. 

Russia too races a challenge, limilar to that of the United 
States, in sto~ and ultimatalY-rltducing its acess weapons mate­
rials. The con1'ereet believe that to the muimum atent prac-
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tlcahle, DOE should work with its Russian counterpal'tl to ensure 
that the Russian weapons-grade ttasile materials are stored in a :!":it aec:ure, and accountable manner. Recent news ~ about 

u quantities or weapon.gra_cle plutonium. appareutlY from Rua-
• befng available for lale in ~ ue most troubieaame. The 
conferees urge the Oftlce o( Fissile Materials DiSPOBitfon to coordi­
nate lta activities vrltb the DOE omce of Nonproliferation and Na­
tional Sec:wity and other relevant offtcea and agencies in address· 
ing areas of mutual concem with Russia. 

The conferees note that the DOE weapc?ns laboratories have es-­
tabliahecl very succesafu.l and 2~uctlw ielationabir with various 
Russian laboratories and urge DOE to expand on thfs success. 

Mattrrlal con.lrol and a.ccounting 
The conferees have consistently urged both the Department of 

En=d the Department of Defense to d~ an accurate ac­
coun of all weapons-grade fiasile and special nuclear materials 
In and the other nations of the Commonwealth of Independ­
ent States (CIS>. The amferees strost'1Y believe that obtaini!ii an 
acemat.e inventory of such materlala m the CIS la a fundamental 
step ill establishing an effective nonprollf'ention regime. The con­
rereea rsngnize that a bilateral ezchange of nuclear waa~ stock­
pile data, including restricted data and formerly restricted data. ~ 
tween the United State& and the nuclear states of the CIS will like­
ly be necessary to establish such an accountinf. 'nle conferees 
IJ!'e9 to clarify and expand the authority or the President to pro­
Ylde such data in section 3156 of this act. 

Elsewhere in this statement o( the man~rs. the conferees di· 
rect the Department of Energy to work with Russia to aplore OJ>­
tlou for acess weapona-gra.de flssile material disposition and to 
tmure that Russian weapona-grade fissile materials are stoNd iD 
a uf'e, teeure, and account.al>le mann.er. After diacusaions with 
DOE oftlcials, the conferees understand that the Oftic:e of Non­
proliferation and National Security wW manage the Department's 
activities with Ruaaia in these areas. 

The conferees U1'l8 the Secretary to make available to the or­
ftce of Nonproliferation and National Security tunda a.ud. resources 
required to ensure rapid Prot.Te&S in establishill& a complete and 
accurate accountin_& of all weapons-erade ft.aaile and ~al nuclear 
materials in the ClS. The conferees note that the DOE weapons 
laboratories have established ve:y succeasful and productive :rela­
ticmahips with various Russian laboratories and ~ DOE to ex­
pand OD this success. The conferees alao encourage DOE to consider 
rep~ll!g actions. as ap~~rlate, to support these eff'orts. 
The Oftlce of Nonprollf'eration and National SecuriR.:i:Wd coordl· 
nat.e it.a activities with the Department'• Oftlce of · .Materials 
D~tion. other DOE oftlc:es, the DOE laboratories, and relevant 
fecl8ral ·ea 

r1nr. the conferees note that title m or this act authorizes 
funds ror the cooperative threat reduction prosram that could be 
uaecl to su__pport the control and. accounting or flasile mat.eriala in 
the CIS. The conferees direct the Secretary or Energy t.o consult 
with the Secretaries or State and Defense to determine the most ef­
fec:tive use or the funds provided in title m !or rlSall yur 1995 
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and prior years to advance material CODtrol and accounting objec­
tives. 

Naval nuclear propu/.aion P1"0(l1'am 

The U.S. naftl nuclear ~on program, a joint ~qram of 
the Department of Energy and the ~t of the Navy, hu 
recently adUnecl a !D8Jor mllestolle-nudear-powered &Urt'aca 
ships and mbmarill• haft just lt.eamed their 100 millionth mile 
on nuclear power without a ~e nuclear accident or harm to the 
~bllc ar the en'rironment. Thl8 is a remarkable achfevemen~ and 
the am(erees congratulate the men and women of the naval reac-
tors program for their dedication and exemplary work. · 

LBGISLATIVI: P.ROVJSIONB lfOI' ADOPTBD 

Gen.eral rtdudion m ~n of appropriationa 
The Senate bD1 contained a prori&lon (aec. 3105) that would 

generalJ,y reduce the amount authoriied to be appropriated. for na· 
tlonal aecuritJ p~ at the ~- ol Ene?I)' by $220.0 
million. Thie r8ductlon WU oft'&et by the use of prior-~ funda 
that were available bacawie DOE (ailed to submit the ftve-year 
budget plan nqufred by sec:tfon 314' of the National Defame Au­
thoriiation Act ?or Fltcal Years 1990 and 199L Section 3139 of the 
National Defense Authorization Ad for F1tclll Year 1994 prolu"bited 
the Department or Energy trom~atlng more than 95 percent of 
the twids authorized to be ap t.ed for ftecal year 1994 until 
the five-year plan wu submitted. plan was due with the Presi-
dent'• budpt request ror OICll JWW 1995 in January 1994. 

The Houae amendment mntained no similar provision. 
The Senate racades. The conferees agree that this pnaral re­

duction i1 no lonF necessuy. On July 211 1994, the Secretary of 
Energy tralllmitttd the ftve-year budpt pWl for tlaca1 year 1995 

· · and beyond. 

Limitation on use of /tuub for .,,.aol acaraa JlrogTUTM 

The Senate bill amtainecl a pmvfsloD (lee. 3135) that would 
prohibit 80 ~t or the funds authomed to be ·~riat.ed to 
the Department or Enero for flacal year 1991 from iMUDI obligated 
ror spedal or llm!t.ed 8CClll .P~ until the Secma?J submitt.ed 
to CO~gresa the ~rt requfnd by aaction 93 of the Atomic Enel'IJ' 
Act of 1954 (42 U.S.C. 2Ina). 

The House amadm•nt c:ontainecl a similar provision (tee. 
8139) that would pavent obligation of ay fanda (or special or lim· 
lted aa:eu prDll'8JD8 UDUI the ~ report WU submitted. 

The conferees agree to deleta both provisions becauae the Sec­
retary of Energy bu nbmitted the required report. 

Solar enoa adlvitla GI NflfXlllo. Tat SU.. N"""'4 
The Senate hill amtainecl a~ (aec.. 3141) tbat would 

authorize $10.0 million for ue at tbe Nevada Test Site for IOlar 
energy activltt ... 

The Hmue amendment amtafned no tdmiJ•r pl"09iaion. 
The Hawae recedee. 
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JAN 20 1994 
UNITED STATES DEPARTMENT OF COMMl!RCI! 
Bureau of l!xport Admlnl•tretlon 
wasning~on. D.C. 20230 

MEMORANDUM FOR STEVE AOKI 
National Security 

FROM: 

SUBJECT: 

Iain s. Bai 
Deputy Assi 

Economic Impact of Magnesite Imports from North 
Korea 

Per your request, this memo addresses the economic implications 
of allowing imports of magnesite from North Korea. 

U.S. companies do not import significant amounts of magnesite 
(magnesium carbonate: Mgco2) -- imports in 1993 totalled only a 
few hundred metric tons. Magnesite is usually processed into 
ma9nesium oxide at overseas locations. The magnesium oxide is 
then imported into the U.S., where it is used to manufacture 
refractory materials such as the heat-resistant bricks contained 
in furnaces at steel plants. 

Accordinq to data turnished by the u.s. Bureau of Mines, the 
United States produces nearly as much processed magnesium oxide 
as it imports. In 1993 1 U.S. domestic facilities processed 
268,000 metric tons of ma9nesium oxide. Imports of ma9nesium 
oxide in 1993 totalled 279,000 metric tons. Major domestic 
producers of magnesium oxide include Premier Services (Gabbs, 
Nevada, and Florida), Martin Marietta (Michigan), and National 
Refractories and Minerals Corporation (Mars Landing, California). 

The Premier services facility in Florida and the Martin Marietta 
and National Refractories facilities produce magnesium oxide by 
processing seawater or brine. Roughly 80 percent of the 
ma9nesium oxide produced in the U.S. is processed from seawater 
or brine. The only facility in the U.S. that produces ma9nesium 
oxide from magnesite ore is the Premier services facility located 
in Gabbs, Nevada (the location of the only ma9nesite mine in the 
U.S.). The magnesium oxide that is produced from seawater or 
brine is generally of higher quality than magnesium oxide that is 
produced from magnesite -- the latter containing greater 
quantities of impurities such as iron and silicon. 

While ma9nesite is not imported into the United States in 
siqnificant quantities, imports of magnesium oxide have increased 
incrementally over the past ten years. In 1993, for example, 
U.S. domestic consumption of magnesium oxide totalled 487,ooo 
metric tons. Imports accounted for 57% of this domestic 
consumption. Over 196 1 000 metric tons of imported magnesium 
oxide (40% or domestic consumption) were imported from the 
People's Republic of China, alone. Other foreign sources of 
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ma9nesium oxide include Austria, Greece, Ireland, Israel, Mexico, 
the Slova~ Republic, and Turkey. The PRC market share is due in 
larqe part to the fact that ma9nesium oxide processed in the PRC 
can be purchased at relatively low prices. 

Precisely what effect imports of magnesite from North Korea would 
have on the U.S. domestic industry is uncertain~ The United 
states deals primarily in the processed version of magnesite, 
magnesium oxide. We surmise that North l\orean magnesite imports 
would not be helpful to those u.s. companies who produce 
magnesium oxide from seawater or brine, since their facilities 
are not be con!i9ured to process raw magnesite. Imports might 
have a tangible benefit for the Premier Services facility located 
in Gabbs, Nevada, particularly if the facility is found to be 
operating at less than full capacity due to insi9nificant 
production from its own magnesite mine. 

If the Nevada facility were able to increase its total output o~ 
' magnesium oxide by using some North Korean magnesite, this might 

allow the firm to offer magnesium oxide to more steel producers, 
pdtentially undercutting other u.s. magnesiu~ oxide suppliers. 
This scenario, however, would only be possible if all or most of 
the North Korean magnesite went to the Nevada facility (not 
likely), filll! if.there were no import quotas. We anticipate that 
any adjustment in the U.S. rnagnesi~m oxide industry as a result 
of North Korean magnesite imports would be subtle, or might not 
occur at all. 

on the positive side, any increase in u.s. domestic production of 
magnesium oxide would help to lower the PRC's share of U.S. 
domestic consumption of magnesium oxide. 

Attached tq this memo is a table containing data on domestic 
production and consumption of magnesium oxide and recent import 
trends. 

Attachment 

. -~ . 
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