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ACTION 

:SECRErr 

NATIONAL SECURITY COUNCIL 
WASHINGTON. D.C. 20506 

January 20, 1995 

20086 

MEMORANDUM FOR ANTHONY LAKE 

THROUGH: 

FROM: 

DANIEL PONEMAN "S)y 

STEVEN AOKI~ 

SUBJECT: Summary of Conclusions of the Principals' 
Committee Meeting on North Korea 

Attached at Tab I is the Summary of Conclusions of the 
Principals' meeting held on January 20, 1995. 

Concurrence: Stanley RotrLJ/L 

RECOMMENDATION 

That you authorize William Itoh to file the Summary attached at 
Tab I for record purposes. 

Approve Disapprove 

Attachment 
Tab I Summary of Conclusions 

DECLASSIFIED 
E.0.13526 

White House Guidelines, Scpte..!!!_i}e..,".11, 2006 
By~NARA, Oau~7P\'-

l~ i£.°2~ -F 
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U.S. DtPA.FTMENT Of S'I'ATF. 
Off i~e of the Spokesman 

To i~plelI!ent the October 21, 1994 U.S.-DPRX Agreed 
framework, we will take the steps listed below to ease economic 
sanctions against North ~orea. These initial steps are in 
response to North Ror@a's aec)sion to freeze its nuclear 
proqra.m and facilities and cooperate with the U.S. and IA.EA to 
verify the freeze and ensure safe stora9e of spent nuclear 
fuel. Further relaxation of economic sanctions aqainst North 
Korea will depend on further verified progress on the nuclear 
issue as well as progress in other areas of concern. 

3. 

4. 

~leoomm.unications ancL.1.n.fonnatiOJ'.\: ·· Authorize transactions 
related to telephone and telecommunications connections 
between North Korea and the.United States, credit card use 
in connection with pQrsonal travel and other travel-related 
transactions, and the opening of offices by journalists. 

Financial ..:r.ransact~..ml§: Authorize the OPR.K to use the u.s./l 
banking systero to clear transactions not oriqinatinq or 
terminating in the United states. !Jnblock frozen assets 
where there is n~ DPIUC government interest. -

Ot}let Trade: Authorize imports fro~ the DPR.K of magnesite, 
a refractory 1r.aterial used in the U.S. steel industry. 
North Korea and the People'g Republic of China are the 
primary sources of natural magnesia and ma9nesite in the 
world market. 

Other Steps to Irnpleloeot the Agreeq 1''ramew_prk: Authorize 
transactions related to the future establishment and 
operation of liaison offices in Washin9ton and Pyongyang. 
consider, on a case-by-case basis, participation by tJ.s. 
firms in thQ North Korean Light Water Reactor project, the 
supply of alt~rnative energy, and disposition of spent 
nuclear fuel, as provided by the A9reed Framework, in a 
manner consistent with applicable laws . 

.. ---------·-- ...... _____ ,, _____ .. 
--·-·------- ·-----··---- .................. ______ ..................................... .. 



I 4: I 'i laluu21uo4 

l ____ __.,._. ··-·····--· - -
Rules and Regulations rfd.r.-.1 ~~r 

lhla ~off., ~DEAAL RE.GlSTSR 
CQfltaiot fe;ulabt)' dDaJment& havlriq 0'1'1&r~l 
applieubUlty 1111d 'tettd offKT.. most of wtiich 
tre keyed to and c:odlllod In tho Code ol 
~dera.I R~gulation~. wlicll fg pub~~!l!d uncier 
~ lidH pur~ h1 "'4 U.S.C. 1510. 

The Code cf Fed'9ral Rei11lations is !<lid by 
"e Superll'llande~ of OoeumM'rb. Prioe11 of 
now bootc5 are listed In the firl'll F'EOEAAL 
REGIS~ b:.liu• of each wee~ 

DEPARTMENT OF THE TREASUAY 

21 CFR Part 500 

foreign Assets Control Regulations; 
North Kot.an Tn1vel and pr1nanclol 
Trattaactlons; ln1ormat1on end 
lnfonnationel Matermls 

AOEHCY: Oaioe ot Foreign Asseis Cootrol, 
T~ury. 

ACTION: Flaa! rule: tc1endme.nts. 

tUMMAA'r. Tbe T~ll!')' Oepmmeot ls 
amendi.Qg ~ Fo~ip Asset:: Cootrc>I 
Regulatiom (fbe "Regulations··) c:nn..,&;1e•1r 
'?li\b wCDmitnlentJ; undestakcu lo tbe Octotier 
21, 1994 U.S.-Dell)Oa'llt\C People's Republic 
ot Korea ("Nortb Kc(u··) 1-·ramewort: 
Agreemeot. ID •ddilian. the: Reg11btioas ere 
l'll&o being amei:ided to bring thc111 into 
"°afonnlty with f't!D:nl 1UUccdmfD~ to tb-: 
Trading with the Ece.ruy /\1:1.. 
£PP£CTIVE DATE: February 14, 19~ 
FOA FURTHM IHFO"MAT10M CONTACT: 
Stevta l. Finter, Chier of Lloemiog {~l.: '2JJ2I 
622-2450), or Willi1t11 8. Hoff.ixl.m, Qiief 
Q:iumel (tel.: 2D2/6~2410). orooe o! 
fore;p Asset$ Control, Department of thf­
Treasury. WubiDS'CD, D.C. 2022.0. 
SUP9l.EllmAR"f" IN~MATION: 

Etecu-onk AvaUaliUlt.r. 

This document is a\'ailablc ll'I an elt.drol'lie 
file oa T~ Fr.dt:ral Bulferin Bc.>drd !be dr.· 
of p1.1blic:\t;oa in tbe federal Rc:gl"'tc.r. B~ 
modem dial ?lll/512-1387 er call 202/Sll­
IS:--0 fDr disks or paper copies. This (ile ~ 
a-.'1!il11blc la PMts.cripl Worc!rerfect S.l and 
AS('Jl. 

Backtrout11.1: 

On Oaobcr 21, 1'194, lbe Uailed States and 
North Kot"Ca !!$.reed, in th~ i:oo:c;r;t -;,( broad!r 
flt'f,oti:>tk>ns, to begia fcdudng ban-ius to 
trade aad inves~ML Sued on tnesc IDUtual 
ooaiu:itm~t.5., \be Rcguleti¢ns a:c toeing 
~me~dtd by (1) Rddini a ntw § 5005SO to 
aulhurizt' I.he clc:iria~ thtt>ugh lh~ U.S. 
1:-l!tll(ing S\'jfr.:rn o( lf~S dollar lrlJJ\$Bd.iOOi in 

---·- ... ---·--·--- - ···-·----- ,•·· -- -··- --·- ----~·- ··-··-

v.·h.ic:h North Ki:m·J., or :s n3tion:i! t.'lereot'. h~, 
an intv~t; (2) addini 1 new § 500.581 to 
P•Jthori2.e tn~ctioo.s relat~ to t.'le open1ti'.)n 
of c:crtain U.S. and Nor\J:i l<Dtc*o diplom;i,lic 
aiisiio11$ ir. tbe United S~te:s end '°'ortb 
Korea; (3) 1m1e;:ir!~& § 500.563 to iwlbcirt.tc 
all U.S. pcr.;ons' tr<\Os.a.c:tlons with tespees to 
!tl"CI to, trom, a."'td within North Ko~a. 
iodt1dil:g rcm»v1J of resirictions oo gro~p 
tra\'el ~od tr.rvd lefVi~ p1~vidm {ioctudiDg 
travel A8"1G, ce.n'iers, tidtel agenl5 and 
commtt'Cial 112d caoacgmi;c,e.idal organlzatioas 
tbat pn:-mote Of lltta!!i,C tr.\YCI) aod temO'olal 
o[ the prior S200 per diem (2iliog on 
~peaditure:s; (4) ameDdioi f S00.5,1§, 
reguding the 11ufbortzatiou (If tnvekelat:ed 
llllllS8ctiom by Nortb Korean aation.als ia the 
U'l.ited SCI~ (5) amending• S00.579 'O 
81.llbotize ths c•se...J.,y-gs unh!gclcjni or 
ccrt:lin i\it1ds wlli:.ti e8:0e i.Dto tb1 possession 
or eot:ll'Ol of V .S. baakiog imtitutlt'las 
thro~gb wire tnn.o:(er i;..s1ro=iom Of c:becir; 

cccnitta~ la 'llltiidt North Y.o~ or :1 

notioaal ~ bt:i 1)1 h21S !;ad 1111 int~t. 
provided no ful'li» ar~ ltMSfened directly to 
the Gcvemmtnt of No:1b Korea, eo!Jtie:i. 
or.-nb:olted by the (''l(J~eol o( No:{h 
!Core.a, or to person;; ~ Nortb Y..oru; iod (6) 
reaio,ing § 50056<1, r~g:uding rtimburst1'Cl1t 
oftr8Y~I co~~ by £crei~ sub$j(jj;:t.:ies, i'IDU 
§ 500.569, regardios group tra~l to North 
Kore.~, as no longer nt.CCS$a.cy. 
S~ion 500582 I:; added to !be 

Rq:u:11:ons to provida ::1 st:tteo:ient of 
lloeosirie poli~· noti"g th;rt "f'l~dfic ll~mes 
m.sy be issued for the i=iponation i/t[O the 
UIJiled StateS of North Korean-origin 
magaelite or Q:JllfT't:sia, bcc:a11Se the 3b$.e;C.C 
or Nor1b ~~a~. a suwlier subjeiets U.S. 
ill'.lp-:irten 10 uarusonably high pri~ due to 
ctberwise liznit~ foreign £.QW'CeS. S«:aion 
S00.583 ~ added to the Rcgulatioas IC! 
p~vide tbal speci6c llce~ Ill&)' be issued 
to 11uthor!ic transac:tk1ns ~ t<­
estiiblish offic-r.s in Nt-11h Kou:t or U.S.~~ 
orgeolzations and for oCCices iD the United 
Stales eof Nol1b Ko1eaa uewi1 org:aof-£alioos. 
FioAlly, § 500.58-1 ii 1dd!l'd IO the Regulations 
to rrovide t"iat spe<.:ifie lio:n.<>c:<; may be 
i~~·ed lei 3ulhoriz.!l! U.S. per$01\S re i>&ctlciratc 
in cerUio types or wcrgy :i;c.C1rn- rroJ~ in 
North l<t;irea with i=[X'd to the replaotmcnt 
o( ~;w;isting nuc!f'~r re.a-:sori: with ligtll-watcr 
r•:1ctor po"o'et' rlll!lts. 

Section 525(lr) v!' the rorcign RP.Jati?r.~ 
Author~2ti1m Ac\. H"'t::1I Ye.am 1994 ~d 
1991i, Pt:t-. L. No. 103-236, 108 Stat. 47'­
(tti: ·'ft'..A.~'"'), iiciended S>eClion 5(b)(4) fif 
the TriiJir.g with tile Er.o:my Act, 50 U S.C. 

A£:1!.'· S(b)( 4) ("'T\'v"EA '·>· to cx;iand the li.o;1 
of iteons define(.) as c~tcgori~ of 
h:foru,~l;m1~I :n~\~ri:.1~:; lo i:iclud~ ooOJp.11".t 

6t~. CD ROM~. artwork"., imd OeYo-g v.;rc 
roc~. Jn 5ddit5"0, 1"..ctm S(hX4) onW£A. 
11s 11aiended. ('J(t'mpts from the authority 
IJraOted 10 ttie f'it\ideat putSWlt IO lVt''EA 
the autbonty 10 ~Jlste or prcbtbit, directly 
or indin:dl~·, the upott.\\tiOD or U%1port.tion, 
wtl~et ~ltl~ial or olber'wi.5e. of 
illf"orm:atioa or in[r;:rrmalio11at materials 
reg~!~ of li!rm.3l 01 ~of 
tramtbis.sloo, except eKpOrtatiom that would 
~ mnttolled pmsiwst to ol!Siooal SCQIC!ly. 
DCDprolifeation, Of dtitertotiaai provisioos 
or the E.lcpo?t Adminisu'atiOD N:A or 1979, so 
u.s.c App. 2401·~420. Ot espionage 
~visioos of 18 ll.S.C. d>aptu 37. Sedioa 
S00.571 of the RegulatiOQS is bc.ing amended 
to reflect ttle exemption from regt.tlatioo oc 111 
11tt:wnissioOS Of DOOO'Jnl.rollcd mfotm11tion 
ovtr existin~ telet'.llC:Ui>Ucic:atiom cirtuits, 
iriduding ~nt settlemtl'lt of 
telec:ol'>mnalcatloos fees bct"r'een the Uolte.d 
States am! Nonh l<oreii. 

?-:ore: Tbe FRAA u~mptiop ~?plies tQ 
tnusmiisioM o[ illfonoJ11tioa, cot 
teJeo)mmuaica~ faciUtits aad ~ui~t 
~ lo IRmmit li:iformation. f!xpomtioll 
&om tla Uaiteci States of equipment to 
t!lbance g:itaway-to-~"IY 
1e.le.com..mw!=~ stt\i~ witb Nonb ~ 
is aubject to liceasiog ~uireaie'QIS of the 
™p111rtment of Comaierce. ic coajunaioo 
with lbc ~et11l licr..mo io f 500.533 of I.be 
R•gul11tioas. 6Jtp:utation or r:tt%pO!Utlon of 
sucb ~ipmeut ~ Nortb Kott!.ll from I' !bird 
counlly by a U.S. Fl"SOD requires a specific 
li~rue &om FAC ~d may also be iUOj~ to 
O:immen:e Depatt#Qt lic:aisiu& piovisior.is 
stt forth iv tie fu:port Admlaistr.atioc 
Regulariom, lS CfR. p&N 768-799. 

Ser;tion S00..206 ii a=cudm t.o rcflcd ~ 
FRAA eic:emptioo ~t applies to tralBllCtioas 
coo-oeming exportation •l>d importation of 
ia~ aod infonn..1ional mste.rialS. The 
de{initlon of tbe lefUI ''infonnatiooal 
martriels" ooobllJled ill § 500.332 is amr..1:1ded 
lo ainCo:m tbe s.tctioo w 3meoded scttiou 
S~b )( 4) of 1WFA. Ccllfonl)ic~ amc:ndaii::nts 
an: also l2)•dc to ~ 500.550, which 81lth•:iri:1.e-; 
ltamactions telet!l'd to the iCl>portation 11nd 
e.."qlOrtation r:i( infour:nioo aod iofo~,_t.iooal 
matcrials. 

Because lbt Regi.ila\iom in,'Qlve a fort.-ign 
arrall"$ fundion, E11e~utive Order 12866 :v!d 
the F'rovkion." (Ir Ifie Adttiinlr;t""tive 
Prr.sdure Act, S U.S.C. SS~. tc<;uiring notice 
rtf pro~ed r-Jlcm:1ki11g, opponunity for 
pul:llic participation, a:id dcl11y in effective 
d3te, ;a~ in11ppti'=".ablc Bce8U.S{' no oolio: cf 
propoced ruletnlllc.ing ;~ rr..quiro:l Cor lb~ n.rlc, 
the Rc~l11tory 1-1cxibi!ity kl.., 5 U.S.C. 60J-
6U, .doc. ... nm a1>pl'' 
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.USt oUabJttts lia )l Cl='R P11rt 500 

Ac5winbtnrrve pr:idioe ::md pl'O('.e.du.re, 
B1nts. 8ankiJ:is, Cai:abodi,_ "Upr>rto;, Fir.e; 
aod pei>lldes, Fiaanc:c, Foreign iuvestm~t ii:: 
IM U11it.td States, Foreign trade, h"por~. 
loform11tion eod ia(9"D4tioan.t materiab. 
lnteniatSonal orpn'1.atioos, Nordl Y.on:a. 
~rting •nd recot4kccpi11i: ~q!Ji~mc;il~. 
Sacudtii:s. ~lees, T~l J'e&trictio1u, 
TNSts and mtab, Vldnam. 

For the: ~DS set ~f1b to tbe pre:u::.ible, 
Si CFR. pat1500 Is ameoded JI.' set rortb 
below: 

PART 600---'0Rl:JGf.1 ASSe-TS 
OO~ROLAEGULAnoNS 

1. lbe aulfK,rity oitltioa !or part 500 
cootlDU5 ID read as fullows: 

AllllOrky: SO U.S.C. AW· 1-44; f..o. 9193, 7 
FR sm. 3 CF:R, 1~194~ Com;i .• p. 1174; E.O. 
9989, ~flt "4801, 3 CPR. 19.13-1~48 Comp .• p. 
74. 

lubp•rt B-Ptohlbttion~ 

:Z. llM' ~011beadillg11nd parapp~ (.a) 
and (b) o( I SOO.l06 an: ri:vlscd to read es 
follows. tbe Wt!rdii "'inl'orm.stloa or" are 
added before !he WOtds "info.-il.l&ti0n111 
m•tf:.ff11la" ia eadl plaQ! tbey aopear in 
pantgrwpb ( q of I ~00..206, ind lh4 \lo'Qrd 

•'sync:!rooi!atioa•• BDd lbe rommi fC'lloWicg 
it ate remo\fcd frQm Excip\e #4 of 
fSOO~: 

I SI00.206 i*mpllon ef lntormat!on and 
1nform&Uonal mlrt«talc. 

(a) The impt:>rtatioo from !ny <t!Ualr) am! 
tbe u~tloo to any OJ\ltltry of inform&tioo 
or \Dformatlooal ma'leC'ials.; a1 ddiric:.i.l in 
f 500..332, whether OQg>meccial or oti,erwls<:, 
tcgudlm of formal or mediut1 of 
tnnsmisaion, :tre exempt trom the 
probibltioos sod rcgotatioos of th~ part 

{b) All ttans.eetious of roCDIJJQn amm 
Incident to the tmporut~u or ~rtatioo of 
btfom111tioo or iaformatiooel maletials, 
i.acluding mill, betw«O ~ United si:iies 3lld 
srny fortlp country desigtialed uoder 
f S00.201. ~ t.xempt froco the prohibitions 
311d regulotioas of thi3 pact. .. • .. " 

Subpart C-Gemfral Definitions 

3. Scion§ 500332 is te\•:sed t~ re:id as 
f?llo....,'9: 

t !500.332 Information and lnforrnatlonal 
material .. 

(3) f.,t purpos.e:s cf thi!I part. the term 
Utformati""'1l ,_terMils includes, w;tutlut 
1imit3\ioo~ 

(1) Pu~llmtioos. {ilms, po.!':crs, pMoogr11;:i., 
TY.;Or&, pbQ{o~h. ... microfilms., micro{ic:lit:, 
lap!!). cot11pac:t disb, CD ROMs, r.ctwotlcs, 
and IM\\'li wire feem. 

(2) To bt eomid~ inforwztional 
met"ri3ls, ·~·orb mu.~t be ci~i!i<X w:d~• 

ct>11p1 .• ~r suk-hetidin$ 9701. 9702, or 9703 oC 
the H~mon\?ed !•riff 5.ch~.dule ol the: Un ire(! 
::itate:s. 

(b) 1"!1e ~mlS i11fcrma1ic" lllJd 
inform.tJJ.~nol maruial.s ~·ith respect \0 U.S 
exporlS do Dt-1 ir.eludc item!:: 

(1) 1bat "J."('l.lld b~ eontrolled ro.: cxpor\ 
pws\!aot w :av.ijon S of the t!xpmi. 
A6:)inu:ntioo Act of 1979, SO U.S.C. ~"'P· 
2401-247.J) (1979) Qbc "EAA''), or sec:ciQn 
Ci of die EAA to the ~~cl !bat suc:b cootrolr. 
proaiote tbt ooo~lifuark>a or 10tittn"Orism 
poli~c:> of the Uuiled States, includiog 
"wl\wv~" that i.z not ''publicly available" 
as thf'~~ ternlS are defm"6 iD lS O"R pa& 
779 .. od ?99.1 (19514); or 

(2) With ~pect ID ':/hid! IC:C ~ 
pr-:ihibitr-'5 by 18 t.rs.c c::tiaptc137. 

Subpart E-Lteens.es. AuthonzaUons, 
end Statements of Uc:en1lng PQUey 

4. The :ieQlon be.~ding m4 parag:-apb (a) 
of§ soo..s.~o are ~ite.d 11:> ~ as folio~ 
and tti~ wi,rds "iDtorm1tiOD oc'' ~ •dded 
berore the ~·ords "lciroraiational a:iat.tlialo;"' 
ia ~cl) plaoc they 11ppe.ar ia the flnt seDlence 
of pe:rcp-apb (b) o[ f SOO.!ISO; 

§ S00.550 Transactions related to 
Information arid Informational materl•I~ 

( .ll) All linanciiil 'IDd othet tfam.8c:tfocs 
directly io~..ident tn the i.mponallcm ot 
expatU1.tion of informati~ or inrQnllatlanal 
mJ1Jtcri!'ll~ a.'!I defined in § S00.332 of Ibis p;:n 
ate au'.botiz.ed. .. .. • • 

$. Ibe scc:tioo tleadiog and texr of 
~ 50().563 ai~ 11:"\·iled to read • (ol10"J$: 

I !500-5$3 Tran~ons tnclcl<Jnt '° 11awl to 
ahtf w"hin Nonh KoteL 

(:i) All uansta:ioos or pus~ns subjed. to 
U.S. jurisdiction. lneludiDg travel servia 
providers, ordinarily iocideat to ln\l~I it-, 
from. aad withic'Nortb ~ aad to 
main1enaoc:2 within North Kctt:a an 
authorized. Tbi,s tut!toriiatioo ~eiads to 
traunodons witb Nortb f<oreao ca:rius and 
those ~volving group tours, paymeat of 
livi1:1g 8'1.~, tbe acquisition or gQQd$ in 
NOT1:h KorP !or ~0041 cse, and oocm:il 
b·,nwag tr:Jnsactioos in'vt1!-ling QI~ 
drafts, cbarge, debit or credit ai~. tra'\·elei-'s 
chcxb, or other Cin8"Q1I icstNmec!s 
n<:'.~otial"'d is1cideot tc pe1~0111I tra••cl. 

(b) Tu~ pur('hase of merchandise ln North 
K~rr~ by pcncin."i :o;~)c:ct to U.S. jutisdicdoa, 
:and i•nport:nio111s acx:omps11ied baggoge, is 
limited to goo~ wit."i a roreiJD. morlcc:t value 
not tc: c:<cccd SlOO pez- pcnoo !or pelS(lllD; 
use only. Sucb int:rchandiJe m•)' not be 
reoold. Thi:; ~uthotlt!ltion roay be~ o,,ty 
onoc ln cv(ry f. con~C\lti"e mouths. k 
pmvidt:d :n § 500.20~ of this ~rt. 
i"lft1rmafr:>n 31'1c! in{Ol'IIl31iooa: mot-.rial~ ;ire 
011;ea;p1 !rC!ll tH'l ru;:tridion. 

{c) ·tnis :;cction do~ not autbori:te any 
1kl:oit ll' a blc(.;l.:-:d a~unt 

f500,S64 (Reserved) 
6. Scc;ti~n .500564 i!; l'Cl%!oVed and 

RIScr\'od. 
7. Paragap~ (b) of§ SOO.S66 ~ remov~ 

puapepb (c") is n:de$ipated ~' pang"1ph 
(b), at1d tbc sed.lon betding ao4 tbe 
i'ltroduc;l.ory t~t o! pvtgraph (a) and 
p.uapph (a)(l) ~re revi&ed ti:i l':.ld c 
f.,l\l)W'.J: 

f S00..566 C•ttaln 11'ansaedans luthCHlltd 
0n Mharf of North Konn1n nalo~la 
lm;~ent to ttleh" tfav.l and maln'*"8nce 
e:Kpenw._ 

(a) ~Q:pt ~ provided iD ~graph (b) o[ 
tbi5 sccitloo, the fullowing tren:111etiom an 
llutboriz.ed by or on behalf G[ • tsatio111t of 
?'lonb Korea wbo euiat tbe U!li&ed States OD 

a "isa issued by ibc Dcputmcnt of State: 
(1) AJI tnnsad.lons otdjuanty iDCi~tto 

travel ro, ~tll. and whhin IM Umtt.d States 
are authorized, ioclu~ing the lmpmatioa into 
tbe Uait~ Sme!l of .aecompanled bagpp far 
J>fJ'SOita I me; .. . 
I S00.569 (RtservcdJ 

8. ~ioti SOO 569 i$ removed at1d 
rCKn·cd. 

U00.511 JAmendedl 
9. Sedion 500571 ~ ameoded bv 

i:emovin1 the won! "Vi~tnsm" ar>d adc!lag 
tbe words "No:th I<oree" v.11,.rcver ii 
~wears. 

10. Seaio~ 500.579 is amtt1aed by 
desigl\"$tmg the CUTTeflt t~ 1..S pin~b (:>), 
and 'by adding the following pv1ir1pb (b) to 
the '!:lld <Of the section to tead as (ollows: 

·s 500..571 AUUiQtizaUQn tor releaM ef 
Gert.in bl0t;k.e1' traru;iers by banking 
in~Mion9 9Ubjflct to U.S. Jutbdlcdon. 

• • 
(b) Specific li~l\$C'i m~y be ~u~ 

autllorliit:g lbe mum to the n:uiltting party 
of~ ~t were blocked by baaking 
lmtiM.ions subject to the JWisdietioQ or UJe 
tlnitcS St~ pi.usull!lt IQ this part becttwe o{ 
an in!ercist uf N ort lt Kot1:a or a national 
tberecif :ind tba t CBIJ:le ic!IJ tt-c banking 
iltlllib.ltiQl'l 's ~iN> or control 'by wire 
~[er or cmc:k rcmi\t&OOe. i 3' DO 

f\ oe.J are ~lea.std to the ao:vermucot o( 
the 

§ 500.580 .Authorization o1 U.S. dollar 
c1~r1ng tr:lns:actlofl~ ltivoMng H~111h 
f(orell. 

B:1nlcing iru:1i~u1io11s l')Cg31li?,.-..d urider \he 
laws Qf Clr lc:::e1~ ir: the l)nited St11ld M~ 
.. ~..hor~cd to proces.r the trQOsrer of r1111ds \o 
whi-:!1 Nof111 Kon:a er 1 n<1lion:1I thereof b:\S 
;m il'IU:n::<t. F'ci"...o:-:;; :<l.l~j~cl \(' u.~. 
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juri:iidictioa who are origin!lO{S or ultimate 
benefldaries of furids l!.ansfors, l:io'll.·evet, 
inch.11!ih1 US. b2Uklng lmtitur..i1m.~ lhat e~ 
thc.ma~lvd orlgi~ons or ~ocfictitti~, t'J:J)' 

001 io.itiate Or ro:eive SIJC" ttacsfers if l'1e 
uadcrlyicg tramactiom to whidl they relate 
are prohibited pursuaal kl this part. 

12. Sec:doi. .500.581 is ad\ie4 lo read as 
£ollQQ.~; 

IG00.,!;61 fln1ncfal hnNctlon• related tu 
dlpletMtlo rn lulol\t •utt\oftad. 

NI (io~al tninwctious ~la~ to 
a~ivities of North Kanan diplo111alie 
mission& iti the U11iled States and U.S. 
dlplom:stic millsi~ ia North Korea arc 
autborfzed, 'll't'ith Che c;11ceptioa (If tt~ctions 
iovoMag the North Kore.ao mission io th4! 
Uailed Nations lo New York, wbich arr: 
Abject to appt'O'fal by spcdr10 licoo...e. 

u. Scctioc 500.582 is added ro ~d u 
toJlutrr.:: 

'500.taa 1mpona11on of North KorMn­
. ol'f9ln MagntKHll and magnesia. 
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14. Sectioa 500.58! is :idd~ to r~d as 
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1Jl':\C/Cl1. LOUlll>(! I .... 1~11/ldl' ~UIJ4/UU4 
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disseminatioo of i:ie~ to the ~11!!nl publlc. 

{b) Tra:t.S1Clious !hat "'ill be autborizcd 
lur.hid<:. b1>: arc pat limited lo tbose incident 
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(1) Leasing office~~~ tad s.e.c:urln& 
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(S) PurchasiDg Nortb l<DreaO-<>rigio fP?ds 
for use ilJ the o~tion o( the office; md 

(4} Payiog Ceei: ~lated to Che opcntlon uf 
tbe office iD Nonb Korea. 

(c) Spr.ific liceoses may be issued 
aucboriziog traasac:1iom necessary for tbe 
est.ablisbme.rrt 1C>d o~liOSJ or M"WC bun.au.s 
io !be Uziitcd Statc:s by Ncnh Kott.HI 

orp'liz3do~ ..,hodt pna;ia.t)' p~ is Uie 
RBtheri1:1g end <ll~Uiation of news kl the 
gcncnl public. 

(d) The nWDbe.r mgned \ti 11 spcc:iOc 
lloeMe issued p1:.rsUQJ'lt to !hi$ .sdittn sbould 
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alt funds tcar.sfers acd otbcr bAGkiag 
tra~oll~ tbf'C'ug,11 basikir.g iMliMl~ 
orgaaiz..ed or local"'..d io the United States, in 
oo~on with the licensed tc~saotious lo 

'"oid the bl0c%.ing o( ~ hxiponed D'om 
Nor1b Korea imd !ht: i~temiptk>n or tbt 
ria1ncal tna:ni:ti~IU .,..·ilJl t'fonb f-Qru. 

15. Sedioc SOO.S'34 i.s edtli:a r.o mid as 
follo'l'o-s: 

§ SOO.s&4 Energy M~o: pt'Ojec\c In ff«Ut 
Korea. 
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Specitii: Ii~ may bQ i$iued to pamit 
persons $11bjoct 10 U.S. jwlsdictioa IJ) 

p;rticipate ia Qa'bic ~nvgy tledor pro~ in 
North K.omi In coa.n~ion with Chat counn;'s 
cranslti('o 10 ll4bs-watet retctof ("t.WR•') 
SK'Wet pl1Dts. TrW8Ctioas lhat may be 
licemed ioclude Chose related lo LWR po9l'CI' 
ptaot desigo, sjce preparalion, exca\'arkm. 
dell\'e:y of esseutial aoamiefear compone.ni.t 
lactudiug Nfbfoei 1od geaemors, bnildias 
coustnar:.tion, the disposition o( speamude:ar 
fuel. and rbe pmvbiqn or .bellvy oil to Nonh 
~ fQr bcatilig md tledricity pneraliCM:I 
pending completion or lbe first LWR ualt. 

Oall:CI: FcbtuarJ 7, 1995-
R. Ric:baril !'lew~ 

Dit'ffldt, ~ o{Fonil"Aiisct.7 Co1111aL 

Appnn--ed: Fc&11111ry 8. 1995. 
Jobn'Bcny, 
fJqJUIJI ~lft ~rd41)' (FA{o~). 

(FR boc. 95-39$4 fi\ed 2-14-95; 9:LS amj 
811..LllC COO£ 411<1o4:5-f' 

TO BS PV8Lt$H£D IN tHa FEBRUARY 
16, 1995 FEO&RAL. FtEQlSTEA 

----·--·- ------------------·- .............................. . 
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ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 
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SUBJECT: 

DANIEL PONEMA~ 
STEVEN AOKit(W' 

Department of Defense's Testimony on the North 
Korea Nuclear Agreement 

Attached for your signature is a memorandum to OMB conveying 
suggested changes on DOD's proposed testimony. 

Concurrences by: William ol-~Ve--rs, Stanley~ 
RECOMMENDATION 

That you sign the memorandum at Tab I. 

Attachments 
Tab I Memorandum to Ronald Peterson 

Tab A Proposed Testimony 
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Defense Testimony on the North Korea Nuclear 
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The National Security Council staff has no objection to the 
proposed testimony, subject to the changes indicated on the copy 
at Tab A. These changes were provided by telephone on 
January 18. 

Attachment 
Tab A Draft Testimony 

William H. Itoh 
Executive Secretary 
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TESTIMONY FOR DR. ASHTON B. CARTER: 
THE SENATE ENERGY AND NATURAL RESOURCES COMMIITEE 

!-·· 

Background 

NORTH KOREA u~~ [A ~·;>;;~~~":i 
19 JANUARY 1995 ,

1 
;\ r,~{ f.):1 f;'.;;i fj 
hl\:.Jt U~ L: 

Mr. Chairman, thank you for the opportunity to testify before your com.mitte 
on the North :Korea nuclear issue and the recently signed Agreed Framework. 
Secretary Perry will be appearing before the Senate Foreign Relations Committee 
next week to discuss all of the implications of the agreement and the negotiations 
that led up to it. In my statement today, I plan to review briefly the history of the 
agreement but I will focus primarily on the implementation role of the Department 
of Defense. 

Resolving the nuclear issue with the Democratic People's Republic of Korea 
(DPRK) has been a major focus of our foreign policy towards Northeast Asia over 
the past two years because of the grave consequences it holds for our broader 
security, economic and political interests in the region as well as its implications for 
a robust nonproliferation regime. 

I'd like to review briefly with the Committee the threat posed by the North 
Korean nuclear program and the background of the dispute. Since the early 1980s, 
North Korea had been building and operating a nuclear complex at Yongbyon which 
we are confident had as its purpose the production of plutonium for use in nuclear 
weapons. The program consisted of a small SMWe, graphite-moderated, gas cooled 
reactor, and substantially larger 50 MWe and 200 MWe reactors under construction, 
a reprocessing facility which it was doubling in size and other related facilities. Prior 
to the signing of the Agreed Framework and the initial steps to implement the 
agreement, the DPRK nuclear program was poised to leap forward in terms of 

// f' i weapons grade plutonium production. 
(I)' I'~~· . 

The burgeoning North Korean nuclear program clearly threatened US 
objectives in the region and globally: 

• The development of nuclear weapons, along with other weapons of mass 
destruction, challenged the security of the Peninsula, to which the US has long 
been committed. While we were certainly worried about the status of the North 
Korean's nuclear capability as it stood over the summer, the magnitude of the 
problem likely would have increased exponentially in the future had it been left 
unchecked. 

• The nuclear threat was not limited to the Peninsula, but rather risked unsettling 
the region's security as well. It could have threatened the peaceful development 
of relations among neighboring states and the economic prosperity of the region, 
a key source of trade for the United States. 

• The DPRK's nuclear program also threatened to accelerate the flow of fissile 
material and other nuclear weapons aid to unstable regions where 
nonproliferation norms are not observed. 

• Finally, the stand-off in Korea is being watched by the rest of the world as we 
collectively strive to develop a robust nonproliferation regime. 

Faced with this threat, the United States became directly involved 
diplomatically in 1992 when the DPRK refused to comolv with the International 
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the UN Security Council requested that individual governments seek to resolve 
the nuclear issue, encouraging the US bilateral dialogue with the DPRl<. (If you 
will recall, the DPRI< signed the Nonproliferation Treaty (NPT) in 1985, 'en~ 
into a safeguards agreement with the IAEA in January, 1992 and also agreed with 
the ROK in 1992 to denuclearize the Korean Peninsula). 

The controversy over North Korean non-compliance with its NPT and the 
IAEA safeguards obligations continued from 1992 to mid-1994. In the Spring of 
1994, the North defueled its reactor and refused to allow the IAEA to take steps 
which could have helped to shed light on the disposition of the plutonium 
removed earlier. In light of this action, and the lack of progress in our bilateral 
talks, the US, in cooperation with ROK and other allies, took steps to obtain UN 

,,Security Council sanctions. BecauH ths North had said that it wettld regai:d -/ 
~ sanetieRs as aB aet of war, we also began a series of measures to increase the 

readiness and combat power of US and ROK forces in Korea. We had already 
been modernizing our forces in Korea; in June 1994 we considered major plus­
ups. 

As you know, negotiations resumed in the middle of 1994 after the US had taken 
a series of measures to increase the readiness and combat power of US and ROK 
forces in Korea and former President Carter traveled. to North Korea. These steps 
resulted in the DPRI<'s agreement not to refuel the reactor or reprocess the spent 
fuel rods into plutonium and to allow IAEA inspectors to remain on the 
grounds of the Yongbyon Nuclear Complex. 

Outline of the Agreement 

On October 21, 1994, negotiators for the US and the DPRK signed an Agreed 
Framework in Geneva. Under this agreement, the North must halt and eventually 
dismantle its nuclear weapons related program to ensure, in the long run, a nuclear free 
Korean Peninsula. In exchange for freezing and later dismantling its program and 
resolving past discrepancies, the DPRI< will receive alternative energy sources, initially 
in the form of bunker oil for electric generators and later in the form of more 
proliferation-resistant light water reactor technology. The Agreed Framework will be 
implemented in a step-by-step fashion, with both the US and the DPRI< taking required 
actions throughout the 10-to-14 year duration of the framework. 

The following are the key elements of the agreement, most of which I am sure you are 
familiar with: 

• • First, it calls for halting North Korea's graphite-moderated reactor program including 
three nuclear reactors, facilities for separating weapons-grade plutonium, and all other 
nuclear fuel related facilities; 

• • Second, it requires the DPRK to return to full compliance with its obligations under 
the NPT and IAEA safeguards agreement; 

• • Third, it provides alternate energy in the form of annual shipments of heavy fuel oil 
which directly conpensates for the 255 MW(e) of electrical power and thermal heat lost 
through shutdown of the three reactors; 

• • Fourth, it calls for the formation of an international consortium to provide two 
proliferation-resistant Light Water Reactors to replace the dangerous graphite­
moderated facilities; 

• • Fifth. it neutralizes the threat nosed bv the soent nuclear fuel alreadv in North Korea 
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••Sixth, it requires dismantlement of the DPRK's graphite-moderated reactors and related 

facilities 
• • Seventh, it begins the process of normalizing diplomatic and trade relations between 

the DPRK and the rest of the world through small steps, taken as the Agreed 
Framework is implemented, to exchange diplomatic offices and relax trade and 
investment restrictions; and, 

• • Eighth, restoring dialogue between North and South Korea, together with the United 
States, with the objective of denuclearizing the Korean Peninsula and, eventually, 
reaching a peaceful conclusion of the Korean War. 

The Importance of the Agreed Framework 

Having reviewed the key elements of the Agreed Framework, I'd like to discuss 
the importance of the agreement to US national security and to touch on the 
Department of Defense's role in its implementation. 

As I noted earlier in my remarks, the US was faced with a very serious threat to 
our national security in the region and globally. We had concerns not only with 
past discrepancies in the North's program and its present actions but also, and 
perhaps most importantly from a security perspective, about the nuclear 
program's future potential. We wanted to prevent the DPRK from increasing its 
plutonium production and from gaining a strategic nuclear capability. 

The Agreed Framework provides the international community, and particularly 
the US, a means to address these problems. The Administration firmly believes 
that the benefits to the United State& and to our allies of peacefully ending the 
North Korean nuclear weapons program far outweigh the costs of the benefits to 
be derived by Pyongyang ---1Nltti

0

atltHl~d!Jen..cmapHe~:o-ihe"1dt~mM~m1tm1.~-­
urn to sanctions and the rl 
m. 

Regarding the present, the DPRI< has agreed to halt its nuclear program and has already 
done so. Specifically, the DPRI< has (1} shutdown and agreed not to refuel the SMW(e) 
reactor at the Yongbyon Nuclear Complex, (2) stopped all constructiQn on the 50 MW(e) 
and 200 MW(e) reactors, (3) is cooperating in the program to place all spent fuel (which 
contains 5-6 nuclear weapons worth of plutonium) in long-term storage for eventual 
shipment out of the country, (4) a~eed to seal the radio-chemical laboratory used to 
reprocess plutonium from the spent fuel, (5) and sealed the fuel storage, fuel fabrication 
and other facilities associated with its gas-graphite nuclear program. These actions are 
being verified by IAEA inspectors and comply with the Agreed Framework timetable. 
The critical initial stage of compliance has been accomplished -- a verified freeze on the 
North Korean nuclear program. 

With regard to past problems with discrepancies in the amount of plutonium declared by 
the DPRI< to the IAEA under its safeguards agreement, the Agreed Framework requires 
that all questions must be resolved to the satisfaction of the IAEA before any significant 
nuclear components for the new LWRs are delivered. 

But perhaps most importantly from a security perspective, the Agreed Framework 
requires the DPRK to go well beyond its NPT obligations by eliminating, not just freezing 
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' or placing under international surveillance, the source of the concern --its graphite­

moderated nuclear reactor program. The DPRK has agreed to dismantle its existing 
facilities and expatriate the spent fuel from the SMWe reactor by the time the two LWRs 
are complete. The DPRK will also take steps to implement the North-South Joint 
Declaration on the Denuclearization of the Korean Peninsula. We have long believed 
that it would take more than enforcing what was required by the IAEA to solve the 
North Korean nuclear challenge. Indeed, it will require the elimination of its existing 
program. 

I'd like to underscore the point that the Administration is not relying on trust to 
implement the agreement. Quite the contrary, we are relying upon the on-site presence 
of the IAEA inspectors as well as US national sources to monitor the DPRK's actions and 
to ensure that they are holding up their part of the bargain. We will be vigilant in 
monitoring compliance. If at any point North Korea is not complying, we and our allies 
will stop implementing the agreement. We could then return to the path of sanctions 
and military preparations, · ar 

And finally, the agreement provides opening to address other outstanding 
security problems that trouble the Peninsula, for example, conventional force 
imbalances and missile proliferation. There will certainly not be a quick 
resolution to any of the issues which divide us. The agreement may, however, 
open a dialogue and serve to draw the DPRK out of its isolation, thereby 
increasing the likelihood that problems between our countries can be resolved. 

The Department of Defense's Role: US provision of Bunker Fuel 

I will now review the Department of Defense's role in implementing the agreement. 
The next milestone in the Agreed Framework is the initial delivery of bunker fuel, or 
what has been refered to as heavy fuel oil, by 21 January. The US performance on this 
obligation is a condition both of maintaining the freeze and continuing 
implementation of the agreement. It enables the next phase of the framework to 
proceed. The Department of Defense believes strongly that the success of the agreement 
is in the interest of our overall non-proliferation policy and very much in our national 
security interest. 

North Korea, under the agreement, has been required to take, and has taken important 
steps, before getting any benefit from the US or other countries. To review the actions 
already taken by the North in more detail: 

It has kept the 8000 fuel rods in storage, instead of reprocessing them to extract the 
plutonium for some 3-to-5 bombs they contain. In the three months since the 
Agreement was signed, roughly 78% of these rods could have been run through the 
reprocessing facility. 

-- It has sealed the reprocessing facility and stopped construction on an additional 
reprocessing line that would double the reprocessing rate. 

It has refrained from refueling and restarting the SMW(e) reactor from which the 
spent fuel was unloaded this spring. This reactor, run at the rate at which it was 
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running last year, would prcxluce enough plutonium for one bomb each year it 
operates. This reactor is being sealed by the IAEA. 

It has stopped construction of two big new reactors with capacities of 50 and 200 
MW(e) respectively. These reactors, when completed in 1995 and 1996 respectively, 
would have a capability to produce plutonitim for [a significant number} dozens of 
bombs annually. 

It has permitted IAEA inspectors to remain permanently at Yongbyon to implement 
the freeze, and verify and monitor, on a daily basis, that the freeze remains in effect. 
The Director General of the IAEA reports good cooperation and compliance with the 
freeze by the DPRK. IAEA inspectors will remain in North Korea for the duration of 
the framework implementation. 

- - It has permitted a US technical team to visit Yongbyon to do a survey of measures 
necessary to stabilize the spent fuel so it can be stored until removed from North 
Korea, as required by the agreement. Removal will start when the first significant 
nuclear components for the LWRs begin to be delivered. 

• Thus, the critical initial stage of compliance has been accomplished -- a verified freeze 
on the North Korean nuclear program. Accordingly, the US is in the process of doing 
its first delivery of fuel oil -- tankers are off loading now. 

Specifically, as alternate energy for the loss of electrical power and thermal heat from 
the DPRK's reactors, the US agreed to arrange for shipments of heavy residual fuel oil 
in amounts equal to the thermal output of the three nuclear reactors, a total of 
255MW(e) or 3.53 of North Korea's present electTical generation capacity. 

The Department of Defense agreed to arrange and pay for delivery of the first tranche 
under license to meet the ninety-day deadline and provide incentive for DPRK 
compliance with the nuclear non-proliferation incentives of the framework. The 
total cost to DoD will be approximately $SM including delivery. The fuel will be paid 
for under long-established statutory authority in the annual DoD Appropriations Act 
for DoD use funds, up to a specific limit for emergency and extraordinary expenses. 

Fuel is in some sense fungible, but there is little potential for this fuel to be diverted 
from its intended use in power and heat generation. Very little high-fraction fuel, such 
as gasoline, diesel, and kerosene, can be extracted from heavy residual fuel oil (HFO), 
compared to crude and other refined petroleum products. Commonly called 'Bunker 
C', heavy residual fuel oil can be used to fire boilers, but it cannot be used as motor fuel 
for vehicles or military hardware. It is like tar. 

The first tranche of SOI<mt of HFO is being delivered to the currently idle, oil-fired 
power plant in Sonbong, North Korea, where it will be used to produce electricity for 
North Hamgyong Province and thermal heat (steam) for the surrounding villages. 

The total cost to DoD will be approximately $SM including delivery. The fuel will be 
paid for under long-established statutory authority in the annual DoD Appropriations 
Act for DoD use funds, up to a specific limit for emergency and extraordinary expenses. 
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Congress has been informed of the overall terms of the deal and of the specific 
obligations to provide fuel, and of the other details of delivery and payment as outlined 
here, by a letter from the Deputy Secretary of Defense. 

The second tranche agyeed to in the framework is lOOKmt of HFO as alternate energy 
for both the 5 and SOMW(e) reactors. It is scheduled for delivery in October 1995 and 
will be paid for by the multinational consortium under the leadership of the US, Japan, 
and the Republic of Korea. 

The third tranche is SOOKrnt of HFO provided under the framework to compensate for 
the total 255MW(e) electrical capacity of all three nuclear reactors under the freeze. 
Delivery will commence in October 1996 and be paid for by the international 
consortium. Deliveries will continue annually until the first LWR is on-line 
providing electricity in the DPRI<. 

Summary 
In §Ymmary. the Department of Defense fully supports the Agreed 

Framework. and the importance of implementing it in a timely fashion. The 
agreement takes a major step towards securing our goal of finding a peaceful way to 
halt and eventually dismantle the DPRK's nuclear program to ensure for the long 
run a nuclear free Korean Peninsula. It also will help to ease tensions on the 
Peninsula by encouraging dialogue with our ally South Korea and by drawing the 
DPRK out of its international isolation. I'd be happy to answer any questions you 
may have, particularly on the Department's contribution to implementing the 
agreement. 

,,-.. r....T r-r .""'IT 11nr 
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Questions and Answers: Proliferation & NPT 

Question: Do you believe the Agreed Framework sets a bad precedent for dealing 
with countries like Iran? 

Answer: Absolutely not. The only precedent that should be drawn from the U.S.­
DPRK Agreed Framework is one of continued U.S. resolve in preserving and 
upholding a robust Nuclear Nonproliferation Treaty regime. 

• It is important to recognize that the nonproliferation obligations assumed by the 
DPRI< over the next several years exceed anything required by the NPT. The 
North must freeze its entire existing nuclear program and forego reprocessing 
permanently. Under the NPT, the DPRK would be able to operate its current 
facilities and conduct reprocessing of spent nuclear fuel. No other country has 
assumed such an onerous set of restrictions on its nuclear activity. 

• The goal of the NPT, to stop the spread of nuclear weapons and technologies, is 
complemented and reinforced by the results of our negotiations with North 
Korea, which seek to achieve full transparency of the DPRI<'s nuclear program 
past, present, and future. 

• If any country doubts our commitment to the NPT regime, it should be 
remembered that were prepared to move to sanctions in June when it appeared 
that the OPRI< was unwilling to take measures to halt its nuclear weapons 
program; we would be willing to pursue firm measures with other countries if 
they were to disregard their NPT obligations. ,\sc, 

• It is significant that the IAEA, which is responsible for monitoring compliance J \\..o 
with fullscope safeguards, has accepted our agreement and will have a strong ~Th 
inspection presence at nuclear sites in the DPRK to monitor compliance with the \ _\U U 
agreement. The IAEA will also be permitted to resume ad hoc and routine · 
inspections in the near future and will ultimately be permitted access to all 
information, including that contained in undeclared nuclear waste sites, that it 
deems necessary to resolve any questions about past DPRI< nuclear activity. 

Question: The Agreed Framework does not address missiles. Are we going to raise this 
issue with the North Koreans? 

Answer: Missile proliferation is a critical challenge that we confront worldwide 
and one that we are particularly concerned about within the context of North 

• 

Korea. ·c,-vfvi~-

Agreed Framework provides us with :!""tfM'Hl"­

including the export of ballistic missiles. 

• We have done so by raising our concerns during the negotiations and again at 
meetings held since the signing of the agreement. We will continue to do so. 

,-.....,&...._ ,.....,,-_ ,....._I' ''1"*\ I 
'I·~'·"' ,,..,, .... , lf'T I 
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• While we have expressed a willingness to move toward normalized relations 

with the OPRI<, the depth and pace of that movement will be conditioned on the 
North's cooperation in addressing regional security concerns in areas like missile 
proliferation. 

• Current North Korean missile programs underscore the importance of talking to 
the DPRK about ways to curtail potentially destabilizing activity in this area. 

Question: Can you make nuclear weapons with material from LWRs? Won't we 
run into the same problems with the LWRs as we are with the DPRK's existing 
facilities? 

Answer: Light water reactors are more proliferation resistant than the graphite 
moderated reactors owned by the DPRK today for the following reasons: 1) LWRs 
require enriched, rather than natural, uranium which is supplied by only a handful 
of countries -- the US, Russia, a European consortium and China. All of these 
countries, with the exception of China require full-scope safeguards as a condition of 
sale; 2) the plutonium in spent LWR fuel is less desirable for use in nuclear 
weapons because it contains a higher concentration of PU"."240 and PU-241 -- isotopes 
that make it more difficult to handle and incorporate the plutonium in.to a 
deliverable device; 3) LWRs must be shutdown for reloading operations which 
makes them easier to safeguard than reactors whicvh require natural uranium fuel; 
4) LWR fuel is clad with a zirconium alloy that is far more resistent to corrosion 
than "magnox fuel." As a result, LWR spent fuel can be stored indefinitely rather 
than needing to be reprocessed. 

• In evaluating the wisdom of providing light water reactors to North Korea, 
we need to consider the alternative. Without the Agreed Framework, the US and 
its allies would have been faced with the DPRK's existing nuclear program which 
would have been capable of producing dozens of bombs a year. 

Question: Why are we allowing the DPRK to defer special inspections for years? 
Doesn't this weaken the NPT? 

Answer: When implemented, the Agreed Framework brings the DPRI< back into .. ;~(;__ ~· 
compliance with the NPT, albeit after several years, and requires full '{) f 

1
; fi L l 

1 
f 

transparency of the DPRI< nuclear program. ~' ft l' · .Y 

• It is important to put the issue of special inspections into the broader context of ),,_p 
the negotiations and the Agreed Framework. Ideally, we would have liked to /vu i, 
have resolved any questions and remaining doubts about the DPRI<'s nuclear pttA\) 
program immediately, but the long history of hostility and mistrust made it 
impossible to arrive at such an arrangement. We remained firm on the I/\,,, tt1A; 
principle of requiring the DPRK to reconcile its past nuclear activity with the r v L 1.1r 
IAEA but flexible on its implementation. We did not walk away from the _,tl. '~l f 
IAEA's concerns. If the DPRI< does not cooperate with the IAEA, the nuclear / /l"-blL-i 
deal does not go through. The DPRK will not receive significant nuclear , · ",, /, 

1 
components until the IAEA is satisfied and has declared the DPRK1to be in full - ( p.f'J)t~·t. 
compliance with the NPT. 1 t-UU'll () tV<r (t ~-(j /,# v~ ~-<"'(' 

f'l Cl v -;H tbtM.... d1/l··l ~.t/Jvf vl { u 
~;iut ~c . &1~~ 1- f[ vs 
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• Further, and perhaps most importantly, the US objectives were broader than 
bringing the DPRK back into the NPT fold. We wanted to ensure that the DPRK 
did not increase its production of plutonium, to include reprocessing the spent 
fuel in the pond, nor gained a strategic nuclear capability. From a security 
perspective, these were the more · objectives, and I believe we achieved 
them with the Agreed Framework. In e near term, the DPRI<'s program is 
frozen and over time they will dism tie their nuclear weapons related 
program. 
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Questions and Answers: Conventional Forces Issues 

Question: Does the wanning of relations between the U.S. and North Korea lay the 
groundwork for the eventual withdrawal of U.S. forces from the ROK? 

Answer: The U.S. remains fully committed to its alliance with the ROK. Despite 
the signing of the Agreed Framework, the conventional array of forces on the 
peninsula has not changed and the DPRI< still represents a significant military 
challenge. The sizable U.S. presence is a symbol of our unshakable commitment 
to the security of the ROK but also underscores our broader mutual concern for 
peace and stability in Asia. 'This latter bond will extend beyond the relaxation of 
tensions on the peninsula, resting as it does on shared values and not simply on 
shared threats. 

Question: How does the U.S. propose to maintain readiness on the peninsula? 
What are the prospects for the Team Spirit exercise? 

Answer: The ROK and U.S. will maintain the full complement of exercises 
necessary to ensure readiness on the peninsula. We are determined not to be 
lulled into a false sense of security and are fully aware that peace on the 
peninsula has been maintained over forty years by our vigilance and military 
preparedness. 

• Team Spirit is on the training schedule for this year and preparations are being 
made for its execution; beyond that, I will have to defer comment at this time. 

Question: How does the U.S. assess the current risk or probability of armed 
confrontation on the peninsula? 

Answer: Th.ere is no immediate or near-term risk of a flare-up of hostilities on the 
peninsula. But the concentration and posture of DPRK forces is cause for 
concern and creates an environment in which the potential costs of 
miscalculation can be tragic, as we have recently seen with the helicopter shoot­
down over North Korea. For this reason we have and will continue to urge the 
DPRK to engage in substantive dialogue with the ROK as a first step toward 
reducing tensions on the peninsula. 

Question: The recent crossing of the DMZ by an American helicopter points out the 
potential for mistakes or misunderstandings to generate conflict and possibly 
even war on the Korean peninsula. What are we doing to defuse this potential? 

Answer: The U.S. looks forward to the day when tensions and the potential for 
conflict on the Korean peninsula have been completely eliminated. The U.S. 
position is that peace on the peninsula will not be possible until South and 
North Korea have addressed the sources of tensions on the peninsula through 
substantive dialogue based on mutual respect and recognition. The impetus for 
lasting peace on the peninsula can only come from reconciliation of the two 
primary parties, the ROK and the DPRK. 

'1 ...... ,-., 11"'T, .... I l/'T I 
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• l.n the meantime, the Military Armistice Commission, established at the end of 

the Korean War, serves as the appropriate forum for discussion of any military 
issues that arise between the UN Command in Korea and the DPRK. 

Q:uestion How does the U.S. reconcile the threatening military posture maintained 
by the North Koreans with recent success in concluding an Agreed Framework 
on the nuclear issue? 

Answer: We take as our starting point that the situation on the Korean peninsula is 
very complicated and that resolution of all outstanding problems will not occur 
simultaneously. We also recognize that the nuclear activity of the DPRK 
represented the most serious threat to our security interests in the region and we 
therefore sought to remedy it at the outset of any process of engagement with the 
North. While the agreement signed with North Korea will not necessarily lead 
to a quick resolution of other points of contention, the opening provided by the 
agreement will increase the likelihood that these problems can be addressed in 
the near future. 

Question: What enhancements have we made to the capabilities of U.S. forces in 
Korea? 

Answer: We have enhanced the capabilities of US forces in Korea both through 
temporary deployments of specific assets and units and through planned 
modernization initiatives. The Republic of Korea has also improved the 
capabilities of its forces, and is accelerating modernization efforts in several key 
areas. 

• Perhaps the most significant steps thus far have been in the areas of intelligence 
and command and control communications. We have deployed additional 
collection and assessment assets to Korea. We have also sent over 
communications gear to improve connections among command and force 
element. We have also enhanced fire support assets available to US forces with 
the modernization of attack helicopters with Apaches, additional Bradley 
Fighting Vehicles with TOW missiles and additional grenade launchers. Finally, 
we have improved the security of critical assets in rear areas by deploying a 
Patriot battalion to Korea. 
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Questions and Answers: Criticism of the Agreement 

Question: Does the U.S. fear being duped by the North Koreans? Is there a risk that 
the DPRK will simply pocket any material assistance provided by the U.S. and its 
allies without holding up its end of the bargain? 

Answer: The current U.S. Administration harbors no illusions about the nature of 
the North Korean government and we are not leaving implementation of the 
agreement to trust. To monitor compliance, the US will be relying on the on-site 
presence of the IAEA inspectors and US national sources. In fact, the IAEA has 
been in intensive discussions with the North to agree on means to verify the 
nuclear freeze in the DPRK. These discussions have gone very well and the 
IAEA is confident in its ability to do its job. The U.S. also has technical experts 
in the DPRI< at this moment to arrange for long-term storage of spent fuel rods. 
We are very confident that we can monitor the North's adherence to the 
agreement. 

It is important to note that it is the DPRI< who will be taking the first steps 
throughtout the duration of the framework agreement. The DPRI< has now 
frozen its nuclear program so we are moving ahead with the shipment of the 
fuel oil. The DPRK will not receive any significant nuclear items on the trigger 
list for the LWRs until they have come into full compliance with their 
safeguards obligations. The spent fuel will have to be shipped before the first 
LWR is complete and they will have to have dismantled the existing nuclear 
facilities before the second LWR is complete. 

Question: Aren't you propping up the North Korean economy with the economic 
aid and heavy fuel oil? Aren't you delaying the fall of the regime by giving it aid 
and comfort? 

Answer: Our interaction with the DPRI< is not premised on any calculation of the 
longevity of the North's government. Many pWldits have argued for years that 
the DPRK is on its last legs; other analysts assert that the North has significant 
staying power. In any case, the U.S. did not have the luxury of simply sitting 
back and waiting for the DPRK to implode or otherwise metamorphose because 
the nature of the security challenge we faced was immediate and unmistakable. 
We addressed that problem head-on with the present settlement and, in so 
doing, have potentially opened the door to a greater relaxation of tensions on the 
peninsula. 

• The economic measures you mentioned, alternative energy (a substitute for 
energy foregone by the North's shutting down its current nuclear program), 
sanctions-lifting, and liaison offices, are all measures incorporated in the Agreed 
Framework and constitute part of the broader engagement process with the 
DPRI<. The Administration does not believe that the small amount of oil being 
provided to the DPRI< will alter the course of the North Korean economy or the 
fate of the regime. As you likely know, the shipments of heavy residual fuel oil 
will only be in amounts equal to the thermal output of the three nuclear 
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reactors, a total of 255 MWe or 3.5% of North Korea's present electrical 
generation capacity. 

Question: I understand that the allies are balking at paying for the obligatio:ns under 
the Agreed Framework. Is this true? How much is this agreement going to cost 
the United States' taxpayer? 

Answer: The Republic of Korea has agreed to play a central role in financing the 
light water reator project. We are looking to the Japanese and other 
governments to make up the balance along with financing the alternative 
energy. The US has already agreed to pay for the treatment of the spent fuel 
pond and the canning of the fuel as well as the first shipment of the heavy fuel 
oil. The Administration is in the process of working out with our allies the 
arrangements for establishing KEDO and the best way to meet KEOO's 
obligations Wlder the Agreed Framework. 

If pressed: We expect that the US will pay tens of millions of dollars each year. It is 
important to keep in perspective that this cost is a very small part of the overall 
nuclear deal which we expect to cost over $4B. Most of the cost of this agreement 
will be paid for by our allies. 

Question: Is the Agreed Framework legally binding? Why is the documenll)~ 
treaty? ,·· ( 1 \ 

Answer: 

Question: I understand that the Department of Defense had serious rvations 
about the agreement. ls this true? And do you think it~'s · the best interest o.f 
the US? fL,,--~ <...... ( _ / /I - · A.n 

~ ~ !./rfy &\ t~( ( c1 1 c, S /, !J/{/ r .)c/J J 
Answer: The Department of Defense fully supports the Agreed Framework and the /~ 

importance of implementing it in a timely fashion. The agreement takes a · 7 
major step towards securing our goal of finding a peaceful way to halt and 7ft,~--
eventually dismantle the DPRK's nuclear program to ensure for the long run a 'L 
nuclear free Korean Peninsula. It also will help to ease tensions on the 
Peninsula by encouraging dialogue with our ally South Korea and by drawing 
the DPRI< out of its intemational isolation. 

• We, of course, will be vigilant in ensuring that the DPRI< lives up to its side of 
the bargain and will be actively engaged in facilitating the implementation of the 
agreement. 
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Question and Answers: The Department of Defense's Role 

Question: What funding mechanism is the Department using to pay for the heavy 
fuel oil? 

Answer: The fuel will be paid for under long-established statutory authority in the 
annual DoD Appropriations Act for DoD use of funds, up to a specific limit, for 
emergeney and extraordinary expenses. The report of this expenditure will be 
included in our quarterly report to the Committee on Armed Services and 
Appropriations of the Senate and House of Representatives. I would like to take 
any further questions you may have on the funding arrangements for the record. 
Thank you. 

Tn. IT <C: OT 11or 
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NATIONAL SECURITY COUNCIL 
WASHINGTON. O.C 20506 

January 20, 1995 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: DANIEL PONEMANl\/j 

FROM: STEVEN AOKrQO 

SUBJECT: Nuclear Regulatory Commission's Testimony on the 
North Korea Nuclear Agreement 

Attached for your signature is a memorandum to OMB conveying 
concurrence on the proposed testimony on the North Korea Nuclear 
Agreement. 

Concurrences by: William 

RECOMMENDATION 

That you sign the memorandum at Tab I. 

Attachments 
Tab I Memorandum to Ronald Peterson 
Tab I I Proposed Testimony 



NATIONAL SECURITY COUNCIL 
WASHINGTON. D.C. 20506 

MEMORANDUM FOR RONALD PETERSON 

FROM: 

SUBJECT: 

WILLIAM H. ITOH 

Defense Testimony on the North Korea Nuclear 
Agreement 

The National Security Council staff has no objection to the 
proposed testimony. This view was provided by telephone on 
January 18. 
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If your response to this request for views Is simple (e.g .• concur/no comment), we prefer that you respond by e-mail or 
by faxing us this response sheet. 

If the response Is simple and you prefer to call, please cell the branch-wide line shown below (NOT the analyst's line) 
to leave a message with a legislative assistant. 

You may also respond by: 

(1) calling the analyst/attorney's direct line (you will be connected to voice mall If the analyst does not answer); or 
(2) sending us a memo or letter. 

Please Include the LRM number shown above, and the subject shown below. 

TO: Annette ROONEY 395-7300 

Office of Management and Budget 
Fax Number: 395-5691 

Branch-Wide Line (to reach legislative assistant): 395-6194 

FROM:------------------ (Date) 

--------~~--------- {Name) 

--------------~---- (Agency) 

------------------ (Telephone) 

SUBJECT: Nuclear Regulatory Commission Proposed Testimony on North Korea Nuclear Agreement 

The following Is the response of our agency to your request for views on the above-captioned subject: 

___ Concur 

___ No Objection 

___ No Comment 

___ See proposed edits on pages----

_____ other: -------------~-

___ FM RETURN of_ pages, attached to this response sheet 
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DR. lVAH SELlN, CHAlKMAN. U.S. NUCLEAR REGULATORY tottMISSION 
DP.AFT TESTIMONY FOR THE RECORD 

lHE SENATE COMMITTEE ON ENERGY ANU NAIUMAL RESOURCES 
HEARING ON lHE DPRK NUCLEAR REACTOR PROGRAM 

JANUARY 19, 1995 

I am pleased to provide today for the record soma views of the Nuclear 

Regulatory Co11111sston {NRC) on the North Korean nuclear program. Nuclear 

safety, as you know, is our mandate - the protection of the U.S. public's 

health and safety, the common defense and secur1ty, and the environment from 

adverse effects of the connnerctal uses of nuclear energy. I will focus my 

remarks an that area of expe~t1se. 

The US has accumulated nearly 40 chrono1og1cal and 2000 operating years of 

nae.tor axparitnc.a. We have learned over this t1me that, regard1es; of 

country, nuelea~ safety remains dependent on three critical elements: 

(1) techn1ca1 excellence and ·operational safety. whl'h are the prime 

respons1b111ty of the operators but must be re1nforc~d by ttugh-minded, 

independent rag~lators, 

(Z) a sound econom1c climate over the long ter111, because a nuclear program 

must be suff1c1ently well supported to afford fhst~rate training programs and 

sustained 1nvastment in maintenance and equ'pmtnt, and 

(3) solid organization and rnanagement, ...,h;ch includes high quality staffing, 

rigorous training, a !tr..>ng safety cult•Jre, realistic goals, and responsible 

leadership. 

rr. TT hlUr 
' (l T 



- 2 . 

Applying th1s lesson to the OPRK situation and making the ass~mption .that 1t 

is reasonab~e to proceed w1th the US-DPRK framework 19reement 1f its numerous 

complaxitie~ tin be worked out. the NRC believes that the OPRK could develop 

and operate.• safe light water reactor program .1f over the next 10 years it 

meets or makes substantial progress toward meeting the following three 
. I 

cond1t1ons. · (1) It must devote. adequate resources to developing ·and 

empowering a stronq; independent regulatory organization to oversee tha safety 

of its nuclear activities. (2) It must concentnte on htl"in; and 1ntens1veh 

tr~ining a largA. ~adre nf highly-competent safety personnel to ooerate and 

maintain it$ nuclear pnwer plants .. (3) And it must tak.e an active role in 

for9in9 re91onal and wid~Y' 1nt~rnattonlll ~Aht.y Hu which allow it to 

interact w1~h and learn from the experi•nc~ and ~dv1r.A nf nt.hP.rK, so that 1ts 

reactor prognm h not run 1n isolation. A tall order cerb1nly, h11t. nnP. that 

is fau1b1e :1f the DPRX chootes to accomplish it; th8''Qfore, there is no. 

reason that civilian power aafety concerns need become a critical ob,taele to 

the succes&~u1 implementation of the fr~me~ork agreement. 

The above opinion is e1sa baaed on the p~emise that the OPRK would procood 
I , 

with a ligh~ water reactor pro9ram using the ROK's Standard Nuclear PoweT 

Plant (KSNP) de~ign. The NRC is v1~y pleased that this appears ta be the · 

reactor to ~~ inat&iled in the DPRK; tn fa~t, the NRC 'onsiders thia to be the 
. . 

onl1 pract1~a.1 approa,h. Although there are m1n1 safe designs worldwide, the 

$hared kore•n 1 tn91.1a9e, culture., and phy$i,1l proxtm1 ty would fac 111tate 

.__. ' ..... ___ .-.~, 
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tr1~11endously and invaluably the exchange of all of the technical 1nformat1on 

wh1ch must accompany the design, construction, and operation phases of any 

nijclear power plant project. And the efficiencies achieved by adopting . 
standardized reactor des1ons are enormous. allowing the OPRK program to 

benefit from the KSNP design and exoertence - another safety lesson learned. 

The NRC ha! also cooperated extensively with the ROK 1n the development and 

Rnhancement of its safety and regulatory· program which. as a result, 

1neoYporat~! and r•fl.-r.t~ mur.h nf thP. NRC's reQulatory ph11osophy, practices. 

and p.-ocedurH. s;nce 1t h aho Hlu•ly t.hRt. t.htt ROI( might be called on to 

atport its regulatory expertise ai th! DPRK s~eks tn A~tahli~h it£ own safety 

capability, the NRC would bt working through and with entitiu mnt!Alhtt 

extensively upon 1tsalf if called upon to r•nder safety advic• or ass1stanee. 

Thi' would facilitate our response and interaction as well. 

The safe use of nuc1ear energy depends upon many factors: economic, 

~cicntific, industri~l, 1nstitutionil, and legal. One of the most important 

of these is the early establishment and fostering of a nuclenr safety culture 

1n which safety is accorded a high prioY"1ty in the decision-making process and 

wh\'h is derived from fundament1l pr1nc1pl85 which have international 

app1 lcatlon. tr It Is the de'Cl~·lon of the Executive 8ranc.h [and the Congress] 

lu µruuuu1 wHh tt1Lher full ur pilrlhl 1mplttmsnL•Llun uf Lh-= US·DPRK Fr4ltN111ork 

ACJrettmenl, lhe NRC st.ands ready t.o work. bulh b1hl•r1lly wllh \.hw OPRK dwell 

u with aur regulatory counterpa.rts 1n other countr1n and 1nlernallu1111l 

C- l""'l ' .J 7 l""'l l""'l ' n II.I i::;. T • o T Ci:::. TT t>..IH I :nT 
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organtzat1ons to help the DPRK develop a safety culture from the start·that 

wtll assure the soundest possible foundation for 1ts nuclear power development 

and operation. 

The NRC has engaged tn a formal program of tachn1cal 1rifonnat1on exchange and 

coooeration 1n nuclear regulation w1th other power.reactor countries since 

1974. w1th the aim of enhancing the safety of.nuclear power both domestically 

and world~ide. The last several years have witnessed a dramat1c increase 1n 

our assistance efforts (as well as those of other western regulators) with the 

countries of the former Soviet Union and Eastern Europe as we have work1d to 

help them recognize. utabl1sh. and/n.,. s:tr111ngthAn A nur.l1uu· saf"ty t:11lt1n•• 

based on a strong. 1 ndAp1u\rlant. regulator, 1n contra st to an approach driven 

primarily hy unimptded energy production. Wa have found four ~rinc1p1o~ to 

hA tS\ential to the establishment and maintenanc1 of safety cultures 

everywha~•· We have no reason to believe that they wou1d not be equally 

appi1cabl1 to the DPRK: 

(1) Eve~y nucloar natfon Must p~oyida I firm legal foundation for a strong 

and independent regu11tory authority to mon1tor and enforce high levels of 

ufety. 

(2) The regul.ito'l"y authority must have the nac.e~ury ruource:a to iUIJIJUr'L d 

well-trained and adequate11 paid. 5taff to parronn on·s lte lnSpt!l.:t lur1~. rttv letw 

an · .J 7 n n · n 1\1 c:. r · o r Ch. TT 1\11-H" ·nT 
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plants at all stages from design to deconmiss1on1ng. analyze errors to improve 

f~ture operations, and develop and matnta1n a confirmatory research 

capabt11ty. 

(3) ~oth the industry and the regulators must apply r1gorous nuclear 

standards which cover all aspects of tha nuclear fuel c.vcle. One such set of 

principles has been incorporated into the International Convention on Nuclear 

Safety, which I w1ll return to later. 

(4) A ~tatA, by n1t1nna1 1aw or international commitment. must put into place 

legal and f;nancial protection arring~mAnts that would provide adequate 

compansat1on for damages 1n tha event of a nucl~ar acc1rlP.nt, whilA ~Rtting 

appropr1atG 11m1ts on third party liab111ty. Such protection hold~ both thA 

natton and Ute nuclear power- plant operators ultimat•ly accountable for the 

uftty of tht pl ~nt, while ascur'ing the public the rtght to redress any injury 

it •1ght suffar as a result of negligence or improper operation. 

Althoygh the OPRK undoubtedly has a number of decrees, st~tutc,, or other 

1ega1 instruments which p~ovide the legal basts for 1ts current program, these 

instruments must be revie~ed to determine ~hither they are adequate for the 

purpoH or llap1ementlng th1t new nu~l~'r 1,10111er- pl'C19ra1n uricJer 'on~ideration. 
' 

And beyond the 1egi1 buh, lt Is vltal that the OPRK develop and ea'\power a 

strong, 1ndependent regulitory body which 'an over$ee \t~ 11ght w1ter re&~tor 

profjram from lt~ "ul \•sl n1U11H:t11L~. WY do nuL Wilnl Llut DPRK Lu lltu:u111tt y-.t 

J Ii ' .J 7 Ii Ii ' n II.I Ii 7 • Q T Ci::. TT II.II-ff : n T 
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another safety concern as it mclves to operate western technology, Given the 

fac:t that the US m11nta1ns the world's largest nuclear power p_ra~ram, wtth 

soma 108 reactors currently 1n operatton, the NRC has gained broad experience 

1n both the legislative ind reguhtory aspects of nuclear safetv - exper1enc.e 

which we, along with our regulatory counterparts from countries with advanced 

reactor programs, could share w1th the DPRK. which must ultimately assume 

respons1bt11ty fer the safet.v of its own oower reactor program. Tn 11t1t1it1on 

to scheduling detailed d1scuss1ons with the DPRK on 1nstitut1nn~l ind 

technical ragulato~v ~reas. where w1 would stress th• impnrtance of p•ople and 

their work culture to nuclear safety and the neQd fnr np~nn~\S in the 

regulatory process. the NRC could provid! thA nPRIC with a •11br1ry" of 

fundamental regulatory documents. whtc=h ~n11ld e1ther serva as or strengthen 

the faundat1on of any country•i r"Agulatory program. Wa could also offer 

11m1tad but vttal regu1at.nry training (an a space-ava11able bu1s} through on· 

the-job assignments within tht NRC staff, hands-on attachments to our regional 

and resident in~~Ar.tor offices, and formal classes 1n roactor technology, 

1nspectinn, health physics, and emergency preparedness at our dedicated safety 

training canter in Chattanooga, Tennessee. All transportation and per d1em 

co~tt fo'f' thoso would be at af the expense cf the DPRK span~or1ng 1&91:m1,;y, bu~ 

the MRC would prov1do the actual tratntng. Because or the mtlun of the 

framework agreement, p~rticular11 the direc;t 1nvolvenient ur ulhwr partners, 

tha NRC wou1d not expect the OPRK to become • huge ~r .111111ed1 ate new demand on 

its l"Ho1n•cu, A1though we w111 undoubtedly be cC1llttd upon to prov1de a level 

of suppo~t for engineering as well as regulatury quest1ons. 

re TT h1ur • rr T 
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The Nuclear Regulatory Commission is pleased that the nuclear safety aspect 1s 

to be actively pursued from 'the outset of the DPRK reactor 1n1t1at1ve. 

Specifically, at the latest techn1ca1 d1scussfons tn Beijing last Dacembar, 

the United States raised the safety 1ssue and suggested that 1t be taken up in 

detail at the next round of talks. The DPRK s1de agreed to this proposal.· 

The NRC is now engaged 1n preparations for this next round of talks (scheduled 

for the end of this month) where the US side wfll discuss in deoth the qeneral 

prfnc1p1as and eleme"ts requtred to assure the safety of c1v11 nuclear power 

plants. ln addition to outlining the US approach to nuclear regulatton, we 

w111 be able to point to a clear 1nternattonal consensus on the key elements 

needed to assure a high level of safety at such fac111t1es. Th1s con!ensu~ 

was embodted in the International Convention on Nuclear SafRty wnir.h wai 

opened for signature hst Saptember 1n Vienna. VirtuA11~ "11 nat1ons 

currently operating civil nuclear fac111ties (inr.lmting tht United State£) 

have siQned the Con~ent1on. We shall seek tn p~rsuAde the DPRK that joining 

this important 1nternat1ona1 instrum~nt would not only reassure the world 

coinmunity about ;t~ int•nt1on to give priority to safaty in its nascont 

nuclear prngrAm, but would provide a framework for developing 1ts inte~nal 

safety arr1ngemtnts. It would also draw the DPRK 1nto the Convention's peer 

rAvi~w proees1 for assessing compliance ~1th these bBsic ;nte~national norms 

~, nuclaar safety. 

Thank you far this oppo~tun1ty tQ share th• NRc•s views. 

f'C TT hlUr-
·rTT 
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SUBJECT: 

NATIONAL SECURITY COUNCIL 
WASHINGTON. D.C 20506 

January 20, 1995 

WILLIAM H. ITOH 

DANIEL PONEMA~ 
STEVEN AOKI& 

Department of Energy's Testimony on the North 
Korea Nuclear Agreement 

0345 

Attached for your signature is a memorandum to OMB conveying 
concurrence on the proposed testimony on the North Korea Nuclear 
Agreement. 

Concurrences by: 

RECOMMENDATION 

, ), \ 

William oanv,ers, l ·. Stanl~it>th, Steven Andreasen ~ 

That you sign the memorandum at Tab I. 

Attachments 
Tab I Memorandum to Ronald Peterson 
Tab I I Proposed Testimony 
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WASHINGTON. D.C 20506 

MEMORANDUM FOR RONALD PETERSON 

FROM: 

SUBJECT: 

WILLIAM H. ITOH 

Department of Energy's Testimony on the North 
Korea Nuclear Agreement 

The National Security Council staff has no objection to the 
proposed testimony. This view was provided by telephone on 
January 18. 
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In accordance with OMB Circular A-19, OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President. 

Please advise us if this item will affect direct spending or receipts for purposes of the 
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If your response to this request for views Is simple (e.g., concur/no comment), we prefer that you respond by e-mail or 
by faxing us this response sheet. 

If the response is simple and you prefer to call, please call the branch-wide line shown below (NOT the analyst's line) 
to leave a message with a legislative assistant. 

You may also respond by: 

(1) calling the analyst/attorney's direct line (you will be connected to voice mall If the analyst does not answer); or 
(2) sending us a memo or letter. 

Please include the LRM number shown above, and the subject shown below. 

TO: Annette ROONEY 395· 7300 

Office of Management and Budget 

Fax Number: 395-5691 
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FROM: ----------------- (Date) 

------------------ (Agency) 

------------------- (Telephone) 

SUBJECT: ENERGY Proposed Testimony on North Korea Nuclear Agreement 

The following is the response of our agency to your request for views on the above-captioned subject: 
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___ No Objection 

No Comment 

___ See proposed edits on pages----
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Draft Testimony 
for 

Charles B. Curtis 
Under Secntuy of Energy 

before 
Enel'gy and Nat"Wal Rc:sou1ce1 Coll\m.ittee 

January 19, 1995 

Thank you Mr. Chairman and members of the committee for the opportunity to 

appear before you today to discuss the Depa.rttnent of P.nergy's role in implementing 

the Agreed Framework between the United States and North KoTea. Thi~ 

agreement will help to reduce significantly the nuclear danger on the Korean 

penninaula. 

In my leslimony I would first like to briefly describe the Department's activities in 

the ~ontext of the overall AsrtMtd framework. 

Second, I will set out the specific task& and challenges the Departme1u is addressing 

in implementing its responsibilities con~tning North Korean spenl Clilel. 

Third, I will review the anticipated funding requirements for the range of DOE 

spent fuel implementation responaibilltles. 

Fliially, I will in on oppenclix briefly uddrl!8& fot tlw .record those questions pos~d by 

the Committee in its letter ofinvitation in areas where the Department does not 
have implementation responsibility. 

I. The FramewoTlc Agreement 

The Agreed Framework between the Uruted States and North Korea was signed on 
October 21, 1994, to address international concerns - and those of successive U.S. 

admil\letratioilS - about Noith Koi-~a's nuclear program. 

1 January 17, 1996 
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Ambaasador Gallucd., the U.S. negotiator of the agreement, sucdnctly set out some 

of tM key elements of the Agreed Framework in testimony last mo.n.th before· a 

Senate Foreign Relations Subcommittee. Without attempting to characterize the 
entire agreement, I draw upon his remarks to characterize those aspects most 
relevant to discussion here. 

The Agreed Framework prohibits further reprocessing or separation of 

plutonium in North Korea. It provide& that· tho spent fuel from the 5 megawatt 

re!W!arch reactor will be safely stored and eventually shipped out of North Korea. 

It p.cuh.ibita the ret1tart of the :J uwgawatt r~~arch rei:l\;tur, which l:Oulu havit 

produ~d about a bomb'a worth of plutonium va(h year. It seals the plutonitun 

separation facility and subjects it to International Atomic Energy Agency (IABA) 

inspection. It freezes construction of the two larger 50 megawatt and 200 
megawatt reactors that could have produced perhaps 200 kilograms of plutonium 
a year. North korea accepts full·tcope IAEA safeguards, including all measures 

that the IABA may deem necessary to resolve questions about North Korea's 
initial plutonium inventory; while implementation of this aspect ls not required 

immediately, it i1 required before eigniflc:ant benefits flow to North Korea. 

Moreover, the Agreed Framework ls stn.1ctund '°that we can withhold 

cooperation at any point that we dttermine that North .Korea is not meeting its 

obligations under the agreement. 

A key near term provision of the Agreed Framework Is the storage of the spent fuel 

discharged from the North l<orem 5 megawatt re1Hreh reactor. As Ambassador 

Gallucci has noted, the spent fuel is believed to contain up to 30 kilograms of 

plutonium and preventing its separation was one of the central U.S. objectives in 

negotiating the agreement. 

II. The Depadmcnt11 BpJc 

The Agreed Framework establlshes respo1l&bllltiti!S in regard to North Korean s'1"nt 

fuel. The ability of the United States Government to discharge promptly its 

reapol'\Slbllities accepted ln this area is of paramoWlt importance. The primary role 

(4]003 
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of the Deportmet1.t of Energy in implementing this ngrccmcnt will be to atabilii.e the 

chemical condition of the basltt containing rhe Irradiated fuel from the 3 megawatt 

reactor at Nyongbyon la1t Spring, artd to package, or 'can,' the spent fuel for safe and 

secure storage. 

l'W"suant to the Asreed Framework, a sroup of t•chn.ical •xp-rts r~~~ntly visltt'd 

North Korea, including the spent fuel basin at Nyongbyon. That visit confirmed the 
W"gency of the steps required to liialely s~te the fuel. 

R~sult.6 to date have been promising. But I must emph~size: bacnute of th• high 

degree of fnteradlon with North Korea which will be required ior this activity and 
because the agreement specifies that the U.S. and North Korea must cooperate in the 
nwl itorage, this could be th~ most difficult part of ~ agreement to implement 
dw·ing the first yea;r. 

(a) November 1994 Trip to North Korea: Begh1nln8 Implementation of 

Cooperation on Spent Fuel 

The Agreed Framework ('alls for a !\eMf!!I> of expert-level meetings for cooperative 

discussions on ~ow best to stote the spent fuel during the period it will remain ln 
North Korea. To begln inlplementing this requirement, from November 13-191 1994 
a delegation of technical expel'ts from lhe United States visited North Korea for the 
purpose oI resolving technical issues related to the sale &torage and ultimate 

disposition of the spent fuel from North Korea's 5 megawatt reactor. The delegation 

discussions occurred in Pyongyang and Nyongbyon. 

Durlng the meetings in Pyongyang, the U.S. delegation agreed to make every effort 

to ensute that the corrosion of the spent fuel in the fU&l storage basin is minimized 
before placement in temporary storage containers (camiing). The fuel cannot be 

placed in containers until the water in the basin has been clarified. 

The November 1994 tcichnic:al meetings cent•ted on water treatment in the b1tsin Rt 

Nyongbyon arld the storage of the fuel discharged last Spring from the 5 megawatt 

reactor. The United States delegation was allowed to make an unprecedented trlp to 

3 January 17, 1006 
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Nyongbyun tu ubi:terv~ and photograph the ~p~nt fu~l ~tutLl~V building, ba~in, and 
i199o~llted eq\1ipm<'nt. The North Koreans P"<.widcd det11fled, In-depth teC"hnf('al 

information including drawings of the fadllties and fuel 1l1menta. They· were 

extremely coo~rative in providing information. 

Agreement was reached in Pyongyang on the outlines of a plan to: treat the watcl' in 

the storage basin; remove the suspended matter which now prevents viewing of the 

fuel; and perform additional treatment to slow the corrosion of. the fuel until it can 
be placed 1n sealed containers. 

During the meetings, North Korea asked For the United States to supply 

instruments to measure and record important qualities of the basin water. They 

have also asked for a viewing system to allow remote viewing of the fuel, which is 

currently not viSible. It is in the interest ol the U.S. to implement the water 

treatment plan and tn prnv;cf P. and in!Jt111l tM~ ayatt11ms 119 qnirlcly a~ po~,fnlP. tn 

forestall reproce&sing and contain future U.S. costs. 

~a result ot the discussions, Uw North.Koreans agreed that c:atli\ing of the fuel is 
necessary to minimize radh,tion hazards a.nd fuel corrosion. Another important 

accomplishment of ow teclmknl experts was the achievement of consensus with 
the North Koreans on the type of container to be used for. canning the fuel. 

Cb).Tite Near Term: Attesting Corrosion of the Spent fllel 

The North Korean spent fuel is a variation of a type of fuel known generically as 
Magnox. Each fuel element is a cylindrical rod of unenriched uranium metal. The 
rods are cladded with a finned outer covering of ll'\agneslum. metal alloyed with 

zirconium. In the reactor, the fuel elemtnts are coolQd by c:arbo:n dioxide gas and thQ 

nuclear reactor core is constructed of gfilphite. Jn all ~see where Magnox fuel is 

used, it is int2nded to be reprocessed, as it has been f n France and England. The 
normal sequence of operations is that the fuel ls stored in water for a period of 
week• to montht to reduce radiation and heat level• of the fuel assembly. Sin~e the 

maiJleslwn cladding corrodes rapidly in water, it cannot be safely stored for 

&ustained pe:iods. 

~005 
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The North i:.or.a.na built a fuel atoras• ay•tam that should have ba@n more than 

adequate for the amount of time they intended to leave the fuel in 11toraga. 1'hey 

installed a system of sand filters and ion 11xc-..hange columns for controlling the 

quality of tl'\e water in the basin. However, there were a few nuances ol water 

treatment that they hnd not U\.i1stered ond WMn they attempted to use their water 

tteatmet\t system, the satld filters rapidly plugged because al1ae caused by the 

sunlight coa\ing through south-facing windows was growlt\g ln the basin. No 

provision had been made in their system for the techniques needed to remedy thb 
problem. 

Because of the failure of the water treatment system at Nyongbyon, it has not been 

possible fot tht North Koreans to stabilize the chemical conditions in the basin to 

mjnt.mtze the rorroston of the fuel. Thertfore, the fuel is corroding at a d!lflcult-to­
predict rate in rl'!-\ll'ky, W'\treated. water. 

Corrosion of the fuel is not in out Interest: 

• First, cxtcnalvc corrosion of the fuel <:an allow highly radioactive fiasio.n 

products such a11 cesium and strontium to be diuolved in the basin water. 
This would aeate a radiation hazard for inspectors safeguarding tha fuel and 

any workers who are responsible for removing the fuel in the future. 

• ~ond, tf th(.I! Fue1 is sevel'ely conooed, it will bf! vtrh1ally impos~ible to verily 

the number and c:ondition of the rods in the basin, opening questions about 

possible undetectable diversions of fu.el 

.• Third, left untreated, extensive corrosion could create a hecalth-1elated 

justification ln the minds of the North Koreans for reprocessing the fuel. 

The Departmet\t of Energy has experience ln solving such dlfflcult water treatment 
proble1:ns. WhJ.le ln North Korea, Ul.e U.S. lti:!duu~al team formulaliad •.i.1d .axplalned 

to the North Korean engineers a plan for clari£ying the water and controlling the 
concentration of chemicals that promota fuel corro&ion. Since the11t there have 
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been consultations ln Washington,. O.C. iind in ~nsland. with F1ench and Et1gli1h 

experts who have expeden~e with similar fuel storage basins. 'ntasa consultationa 

have validated the soundneee ol the approach: 

l. Kill the algae 1n the water 'Dy paaslng the water through a chamber 

where it can be exposed to intense ultraviolet liQht. 

2. Oxidize the biological debri& :i;o that it will not remain an unfilterable 
colloid. 

3. Add a flocculating aient to the water to cause the particles of organic: 
matter in the water to clump together, n1aking them easier to filter. 

4. Clari.fy ttw water by pati8ln¥ lt through a dispo11ablti! cartridge filler. 

Clarifying the 500 cubi( meters of water in the basin once the treatment tystem is 
installed and operating will take approximately three weeks, accordin8 to U.S. 
tec;hs\ical experts. 

The Department's personnel are part of an ongoing second visit of the technical 
delegation North JCoreo. Our engineers took with them instruments to measure the 

properti.ee of the water in tht baelrt, as well as an underwate.r video system which 

will 1llow the Iuel to be vl•wed a.t\d wpec-t•d for the first time Jin.Ce the Summer of 

1994. Analysis of such information will help us to put the filllshing touches on the 

design of a suitable water treatment system that we seek to deploy as soon as 

funding allows. 

(c::) Next Sleps: Canning the Spent Fuel 

W~ hope to accomplish the canning of the North Korean irradiated fuel as soon as 
possible. North Korea accepted our proposed can design for 8torage during the 

November discussions with the U.S. technical delegation. Canning Is necessary 

because It would be impossible to store the fuel in an open basin for this long 

without severe corrosion ol the fuel elements and dispersal of highly radioactive 
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fission proouds and actinides into the environment. 

It is anticipated that the fuel will need to remain in cans for a period of four to 
seven years, depending on the timing e.nd sequencing of construction of the light­

water .reactors slated to be built in North Korea. 

We a.ntidpate more insights 11 a result of the ongoing technical delegation visit to 

North Korea. 

Th\U, cannirtg 'he North 'Korean fuel will serve sev~mil objectives: 

• First, it wnt contain the fuel in a corrosion-limiting, sealed e:iwlro.nroe11t so 

that radioactive materials do not dissolve in the basin; 

• Second, it will lay the growi.dwark for strengthening international safeguards 

of the spent fuel by packing it &o that t:N International Atomic Energy 
Agency c:an tag and seal the cans; and 

• Third, it will·enablo the material to be shipped out of No.rth Korea in the 

future according to the terms .of the agreemeiit. 

UL Finudna of DOE Spent Fuel Respomibmtics 

It is essential that we seek to minimize the costs to the taxpayen of implementing 

thie agreement. At the same time, it is equally important that we also state as 

clearly aa poselble what we know of the p0ssible range of cost.I associated with the 
Department's spent fuel implementation responsibilities in North JCorea. 

Tiw water treatment artd fuel canning costs have been very carefully estimated by 

companies with directly applicable experience and checked by OOE contract 
personnel But we cannot eliminate the unknowns that stem from working with as 
v.nlArnllietr a· cout'\tel"-part es North Korea, in al\ laoln.ted environment. 

To date, much of the costs of travel and m.Htlngs have been absorbed in the 
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Department of t:nergy's nonproliferation and nuclear energy budgets. An 

additional 1.200~ from funds; budgeted for regional arms control ancl 

nonproliferation activities has been allocated to measurement of water properties, 
i.natallatlon of an underwater viewing system, and designit\g the water treatment 

system. Additional funding wlll be r'3quired before any actual water tteabnent c:an 
'ommenc:•. 

The total funding required for water treatment in 199~ ls expected to be about $1.2 
million. The coet of canning all of the spent fuel ls expected to be $6.3 million. 
Costs for; consulting with BNFL," British nudli!ar s11tvke company, and COGEMA, 

• Prendt nudear service company; project supervision; translarinn; and travel for 

OOE personnel and technical experta .from the National Laboratories and other 
organizations during the spent fuel activities will cost approximately $2.5 million in 

FY 1995. The IJtapartment has requested of the Congress that SlO million be 
teprogrammed to allow theee activities to ~ommence at the earliest possible de\tt. 

Prompt approval of these funds is crudal lf we are to build on tN progress to date 
and maintain the good will established ln our first visit to North Korea. 

It ls lmportent to note that we will be relying on th@ North Koreans to trimspart our 

equipment from the port of entry to the site and to provide soma of tha labor that 

will be required during fuel canning. We will a.eed the ~ooperatlt>n of the North 
Koreans in providing access to the &ite, lodging near the site, local traiiaportation, 
communlcations, emergency medial treatment, ll'\d other basic services we take for 

granted in the U.S- Ona 0£ the objed:ives of tha team now in North Korea is to re~ch 

agreement on the details of the logistical wtderstandings whk:h will govern our 

contractors' work there. 

If funding to start the water treatm.ent .;ind fuel t'.imniJ,g ls d.daycd, or U politics in 

North Korea delays out access, coets could increase because the water in the basin 
will have become more contaminated al'\d the water treatment sys~ will have to 
deal with larger quantities of highly radioactive fission products and actinides 
d.lspersed intu th~ wa~r. At thil!S PoiI1t, it dutHi not ap_pt!ar that there will be a 

significant increase in costs for any delay Wlder one year, but any delay in starting 
the canning will increase the apprehension on the part of the North Koreans that 
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their fuel has dt!gtaded. lo the paint where their ability to handle it ia compromised. 

Prompt P""fonnal'la! on arresting the corrosion of the fuel and placing it into l!lafe 

storage is essential if the spirit of cooperation which was evident during the site 
vlelt in November is to continue. 

It ~ ointidpated that all activitit1 related to putting the spent fuel In North Korea 

Into safe, secure storage will be completed using contracts hJnded in F'1 1995. 

We will also need to be responBive to the international Atomic Energy Agency 
(JAEA) which wW have rcprcscntatlvee at the. site at\d has respol'\llbllity for the 

safeguarding of thl fuel. Once the fuel is safely stored in the cans where it can be 
safeguarded by the International Atomic Energy Agenc:y, the level of effort for DOE 

will dec:line dramatically. H<>Waver, there will be a low level of activity required to 
assure that tlw remporary alorage ia aa.fe. 

Potential activities to be concluded after PY 1995 include: 

• Viaita to the site to verity that the seals on the fuel storage cans are nut 

leaking. 

• Continued provision of consumable supplies to keep the water treatment 

eystem operating ao that the water remains clear enough that the fuel c:an be 
safeguarded. 

• Providing heat in winter and cooling in 1ummei: to keep the temperature of 
the fuel storage basin within operating limits. 

• If leakage occ:uz1, tM Eu@l in tho le11ldng can{s) may need to be unloaded and 

rec:anned. 

To assure that such activities can proceed on an as--n~ded ba&ls, the best available 
estimatea suggest that funding of leas than $1 million per year will be requ!red 

during the estimated 4 to 1 year period starting in FY 1996 during which the fuel will 

remain in temporary storage in North Korea. 
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In sum, the Framework. Agreement ;" in the U.S. interest, and North Korea'& 

interest. Cooperation on the spent fuel provides an excellent opportunity for both 
parties to begin the work together to benefit international security l.n implementing 

tlle Agteement. 

IV. Apppendix; Some Questions Raised bJ the CommlUee 

In ll\}' teslJn1ony above I h.&ve sO\lght to Address questions of the Committee in 

regard to the Agreed Framework and the Department of Energy's spent fuel 
responsibilities. In an effort to be responaive to the Committee's Interest in other 
questions, eueh as on electrical power grids in North Korea or reactor design, we 

have drawn upon a rans~ 1Jf vx~utl va agencies for widaHified answers o.tt4lched 

below: 

Q. What is the current ~onswnption of electrical power in North Korea? 

A. l'Mit geMrating capacity is approximately 7.3 gigawatt& or 7300 megawatts. 
More detail on actual consumption would be classified. 

Q. What its t1w condition o'C the electrical power grid in North t<orea? 

A. The grid equipment is marginally functional and receives inadequate 
maintenance. It does not incorporate automatic load switching and ts not 
intertied to the extent usually aeen 1n industrialized cuuntri~s. 

To go into detail involves classified Worrnatlon. 
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Q. Can the North korean gri':1 handle the baseload from two new 1000 niegawatt 

reactors? 

A. Not as it is presently ~orutgured. 

Q. WW upgrades to the grid be required? 

A. Yes. 

Q. How much might upgradee cost? 

A. It is impossible to know without knowing where the reactor• will be Bited and 
how far away their primary loads will be. The co~t uf upgra.dlng will depend 

on th. extent of modemi:r.Ation. Minimal upgrades without modem.lzation 

would allow the reactors to operate, but lor maximum usefulness, much of 
the grid would have to b• modernized to incorporate automatic switching. 

Q. What light water react°' deiigN ate under coNideratlon7 

A.. The only deaign Wlder serlous consideration is the South Korean standard 
model, part of the design of which is licensed from Combustfon Bngineering 

J.n lhe U.S. 

Q. Do the designs include U.S.-licensed teclulology? 

A. Yee, the design indudes Combustion Engineering System 80 technology. 
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Q. 18 the o.ften-quotec::i $4 bWion flgure an a.~c.-urntQ estimate of the antidpa.ted life 

qcle costs of the propoHd reactors? 

A. The cost estimate was provided by the So"1th I<oream and is said to tndude 
the enginterlJ\g and plnnt design.1 manufacture and delivery of plant 

components1 and construction to the point the plant ls ready for commercial 
operation. 

Q. What will be the sourc:e of tM enric:hed \U"atUum oxide fuel lor the renctoro? 

A. KHOO will provide the original fuel load, along with the reactors. Purchase of 

subsequent loads of this low enriched uraniwn fuel will be the responsibility 
· of the North .ICoreans. 

Q. What will be the fate of the resultlng waste? 

A. The waste from the spent fuel would result frozn the operation of the rea~tors 
to be provided under the Agreed Framework. A number of options are under 

consideration, but no dea1ion hat been readled. 

Q. What will be the ultimate disposition of the e~ting North t<orean spent 

fuel? 

A. 11Us question refers to the material currently in the spent fuel basin. The 
Agreed Framework provides the the U.S. and North Korea will dispose of the 
fuel in a safe manner that does not involve reprocessing in North 1'orea. 
Sovoral viable options exist. ThQ IAEA and ~ountries other than the U.S. may 

be involved in devising the options for disposition. 

12 Januaf)' 1 7, 11195 

!li013 



u1.-11,1:1s 1~:~~ DOE C.P-12 

Q. Will the irradiated fuel be reprocessed by the French or British? 

A. Titls ie a putiisibiUty, especially In light of their extensive experience with 

Magnox fu.e). But no decision has been mad~ at this time. 

Q. Where will the high-level waste from this fuel be disposed? 

A. A nw:nber of options will be ~tu.died. No dedslon has been .G\Adc ill thi1 time. 

Q. Is it posalble that North Korean nuclear wute is destined for storage or a 
future reposJtory in the United States? 

A. This would not be considered as a de~ireAble option by the Department of 

Energy. 
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