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SECRE

“SECRET 20086

NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

January 20, 1995

ACTION

MEMORANDUM FOR ANTHONY LAKE

THROUGH : DANIEL PONEMAN g\«,%
FROM: STEVEN AOKIGWy
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 Roth&VZ

RECOMMENDATION

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

a

Approve Disapprove

Attachment
Tab I Summary of Conclusions

DECLASSIFIED
E.0. 13526
White House Guidelines, Septemher 1], 2006

By_ML-NARA, Date_Z/ &[T\
TN L2y -F
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For Immediate Releane January 20, 199§

Easing Sanctions against North Korea

To implement the October 21, 1994 U.S.-DPRK Agreed
Framework, we will take the steps listed below to ease economic
sanctions against North Korea. These initial steps are in
response to North Korea’s decision to freeze its nuclear
program and facilities and cooperate with the U.S. and IAEA to
verify the freeze and ensure safe storage of spent nuclear
fuel. Further relaxation of economic sanctions against North
Korea will depend on further verified progress on the nuclear
issue ag& wall as progress in other areas of concern.

1. Telecommunications and Information: * Authorize transactions
related to telephone and telecommunications connections
between North Korea and the . United States, credit card use
in connection with personal travel and other travel-related
transactions, and the opening of offices by journalists.

_[2. Financia)l Transactions: Authorize the DPRK to use the U.S.
banking system to clear transactions not originating or
terminating in the United sStates. yYnblock frozen assets
where there is no DPRK government interest.

3. Other Trade: Authcrize imports from the DPRK of magnesite,
a refractory material used in the U.S. steel industry.
North Korea and the People’s Republic of China are the
primary sources of natural magnesia and magnesite in the
world market.

4. OQOthexr Steps to Implenent the Agreed Framework: Authorize
transactions related to the future establishment and

operation of liaison offices in Washington and Pyonhgyang.
consider, on a case-by-case basis, participation by U.S.
firme in the North Korean Light Water Reactor project, the
supply of alternative energy, and disposition of spent
nuclear fuel, as provided by the Agreed Framework, in a
manner consistent with applicable laws.

.....................................
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Thia section of #w FEDERAL REGISTER
comains regulatory doawments having general
apphicabifity and gal efiect, most of which
are keyed to and cedified in tho Cade of
Fedecal Regulations, which is published under
50 tites pursuant ip 44 U.S.C. 1810,

The Code of Fedsaral Regulations is soid by
the Supatimendart of Documernts, Prices of
now books are Istad in the fir FEDERAL
REGISTER lesue of sach week

DEPARTMENT OF THE TREASURY
Office of Foraign Assets Conurol

31 CFR Part 500

Forelgn Assets Control Regulations;
North Korean Trave! and Financlal
Transactions; intormation and
informnational Matertals

AGENCY: Office of Foreign Assels Cootrol,
Treasury.

ACTWON: Final tule; emtendments.

SUMMARY: The Treasury Deparmment is
amending the Foreign Assets Cootrol
Regulatiops (tbe "*Regulations®”) eonsistent
with cotnmitmrents undestaken {o the October
21, 1994 V.S ~Democratic Peopie's Republic
of Korea (““‘INorth Korea™) Framewerk
Agreement Io addition, the Regulations ere
also being smeoded to bring them into
conformity with recenl amcodments to the
Tradiog with the Energy Act.

EFPECTIVE DATE: February 14, 1993

FOR FURTHER INFORMATION CONTACT!
Steven |, Pinter, Chief of Liceasing (tcl.; 202/
622-2480), or Wiltiary B. Holfwan, Chief
Qougse) (lel.: 202/622-2410), OfGice of
Foreign Assets Control, Department of the
Treasury, Washiogtca, D.C. 20220.
SUPPLEMENTARY INFORMATION!

Electronle Avallability;

This document is available 2 an electronic
file oo The Federal Bulletin Board the dav
of publication in the Federnl Reglster, By
modem dial 202/512-1387 or call 202/512~
1530 for disks or psper copies. This {ile s
avtileble in Postseript, WordPerfect 5.1 and
ASCII.

Background:

On October 24, 1994, tbe Uaited Stales and
North Koeca sgreed, in the context of broader
negotiations, 1 begia roducing barriess to
v ade aod investment Bascd on Mese putuat
comritments, the Regulstioas az¢ being
smended by (1) ndding 2 new § 500580
authurize the clearing through the U.S.
banking svaten of U.S. dollar ransaztions in

G vamrme ., oy,

which Nosth Korra or 3 nationa! thereol has
an intaest; (2) adding ¢ new § 500581 v
authorize tnnsactions related to the operstion
of certain U.S. and Notth Koreso diplomatie
wissions in the Uaited States end North
Kotea; (3) amending § 500563 to anthorize
all U.S. persons’ traosactions with respest W
travel to, from, and within North Korea,
tocludicg remnval of restrictions oo group
travel 30d travel service providers (joctuding
travel ARent, carviers, ticke! agents and
commestial and woncommercist organizations
that premate or arranpe travel) agd removal
of the prior §200 per diem ceiling on
expeaditures; (¢) amendiog § 500.566,
regerding the authorization of tavel-telated
trzosactions by North Koresa agtionsls io the
United Suitas, (§) amending § 500579 ro
suthorize i

ocrtain funds which cams inte the possession
ot cotirol of US. bapkdng institutions
thraugh wire transfer irstructions of check
temittances jo which North Korea or a
natiope! thereof has o1 has kad an interest,
provided nc funds are transferved ditectly to
the Goveinment of Nosth Korea, eolitiss
oontrolled by the Guvernmeot of Noth
Kotea, of (o petsons » Nosth Kores; 30d (6)
removing § 500564, regarding reimbursent

-

of trave] costs by foreign subsidiaies, and
§ SOD.569, regarding group trave! to North
Kores, a8 no longer necessary.

Section 500.582 is added 1o the
Regulations to provide 3 statement of
licensing poliey noting that spoerific Hlcenses
way be issued (or the itmportation inio the
United States of North Koreao-erigin
magnetite or masr esia, because the absegce
of Nortb Korea s 2 supplier subjests U.S,
importers 10 ureasonably high prices due to
ctherwise lanited foreign sources. Section
$00.583 is sdded to the Regulatiogs to
provide thst specific Heenses may be issucd
to authorizc trensactions nocessary ¢
establish offices in Nortk Kores of 1).S, news
otgaotzations and {or offices in the United
States of Nortb Korean vews organfzations.
Fioally, § 500.584 is ecded 1o the Regulations
to provide that specific licenses may be
ixsved to authorize U.S. petsons to participalc
in cestaip types of eatrgy sc2or projects in
North Korea with respeet to the ceplacement
of existing nuclear reacors with fightwwater
rescor power plants.

Sectian $25(b) of the Foreign Relatinrs
Autherizetion Act, Fiscal Years 1994 ond
1995, Put. L No. 103-236, 108 Stat 474
{th= "EFRAA™, amended section 5(b)(4) of
the Troding with the Eremy Act, 50 Us.C
Ape. 5(b)(4) (*TWEA""), to expand the Tist
of items delined as categories of
i formational materia's 10 inglude copant

Federal Renbster

e it e et e e ————— e st

dines, CD ROMs, artworky, and gevws wire
fecd. In sddition, section S(B)4) of TWEA,
as spended, exempts from the authority
grantad 1o the Presidemt pursaant o TWEA
the authority to regulate or probibit, directly
or indiroetly, the expontation or impoctation,
whathes comntoercial or olberwise, of
information or jelormational materials
regardless of format or medium of
traoswission, except exportations that woyld
b= controlied puzsuant 10 gations! security,
popproliferation, ot aptiterrorism provisions
of the Administration Aet of 1979, 50
U.S.C. App. 24012420, or esplonage
provisions of 18 U.R.C. cbapter 37, Section
500.571 of the Regulations is being amended
ta ceflect the exemption from regulatioe of sl
rasmissioos of acacontrolled igloimation
over existing telecommucications cireuits,
wmeluding curtent settlement of
telecommunications fees between the Unlted
States and North Korea.

Note: The FRAA exemption 2pplics 1o
uvanswissiots of information, not
telecommunications facitities sod equipment
used 19 transwit information. Exportation
&ow the United States of equipment o
enhance gateway-to-galeway
telecommunications service with North Korea
is subject 1o licensing requirements of the
Department of Commercs, in conjundioo
with the gracaal lionnse o § 500533 of the
Regulatioas. Exportation or reexportation of
such equipmeat in Netth Korea from 2 third
conntry by a U.S, person requires a specific
license from FAC and may also be subject to
Commerce Departtpent liceusiog provisions
s¢t forth ip the Export Administratioo
Regulations, 15 CFR paris 768-799.

Section $00.206 is smended to reflect the
FRAA exemption tha! spplies to transactions
coucerning exportation and importstion of
information a0d informational matesials. The
definition of the term * informations!
marterigls'’ cootained in § 500332 is amended
to conferm the s2ction to ameaded sectiog
5(®)(4) of TWEA. Coaforming emendments
are alsc pnde 1o § 500550, which suthorizes
wansactions telated to the itoportation and
exportation of information and informational
wmalsfials,

Besause the Regulations involve a foreign
affairs function, Executive Order 12866 and
the pravisions of the Administ-ative
Procedure Act, 5 U.S.C. 553, requiring notice
nf proposed rulemoking, opperiunity for
public participation, and delay in effective
date, are inapplinable. Bocpuse no aotic: of
proposed rulemaking is tequired for this rule,
the Reguiatory Flexibility Act, SUS.C M-
612, docs net apply.
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JAst of Sobjeets tn 31 CFR Part 5K

Adpinistralive practice and procadure,
Backs, Banking, Casmbodis, Exports, Fines
aod pepalties, Figagee, Foreign igvestment ic
the United States, Forelgn trade, Jmports,
Information eod informational materiaks,
Interpational organizations, North Korvs,
Reporting and recovdkecping requirementy,
Secudtics, Scrvices, Travel restrictiona,
Trusts and estates, Vietnam,

For the ressoos set (onth in the preagble,
31 C¥R part 500 i8 ameoded # s21 forth
below:

PART 500—FOREIGN ASSETS
CONTROL REGULATIONS

1. The avthority citstioa for part 500
continues o read as follows:

Anthority: SO US.C. App. 1-44 E.O0. 9193, 7
FR 5205, 3 CFR, 19381943 Corsp., p. 1174; EO.
923?. 13 FR 4391, 3 CFR, 1943~1548 Comp., p.
4

Subpart B~Rrohlbltions

2. The scction heading and paragrapks (a)
aud (b) of § 500.206 arc rovised 1o tead as
follows, tbe words *‘information or** are
added before the words ‘“informiationsl
maicrinls’’ io exch they appear in
paragraph () of § 500206, ans tie word
“gynchropizstion’ apd the commz feilosing
it are reesoved From Example #4 of
$ 500.206:

§ 500206 Exempuon of Information and
Informationat materlals,

(z) The importatios from any eouatry and
the exportation to any covatry of information
ot {nformatiooal mawscials a8 defined in
§ 500332, whether commercisl or otherwise,
regardiess of format or mediug of
tramsmisaion, are exempt Dom the
probibitions and regulations of this part.

{b) Al trausactions of common carriers
Incident to the Importatiss e caportatioo of
informnation ot ipformational materials,
tncluding mail, betwezg the United States and
amy forelgh oounlry desigpated under
§ 500.201, are excmp (o the pichibitions
ond regulotions of this part.

- - +* L4 L]

Subpart C—~General Detinitions

3 Seciion § S00332 is tevised ta read as
fallows:

§ 500,532 Informaton and informational
materials.

(8) For purposes of this part, the term
informational materials includes, witbout
limitatiop:

(1) Publications, films, posiers, phonogrepk
records, phcfographs, micfofilms, mierfiche,
taps, compac, digks, CD ROMs, aetwotks,
and pewns wire feeds.

(2) To ve comidered informational
materials, artworks must e Ciassificd vrder

[E———

chaptar subheading 9701. 9702, et $703 of
the Harmoaized Tadff Schedule of the United
States,

(b) The terrus information and
informatiwnal materials with vespect 0 U.S.
exparts do pot intlude items:

(1) That would be controlled fox export
pursuant 0 setion S of the
Adminisirstion Act of 1979, 80 U.S.C. App.
2401-2420 (1979) (the ““EAA’"), ot section
6 of the EAA to the extert that such eoatrole
promote the vogproliferation or aotittnrvism
policies of the Ugited States, including
*“soRwarc'” that is ot “"publicly avaliable”
as these terpas are defined ia 15 CFR parts
779 aod 7990.1 (1994), or

(2) With respect 0 which acts are
prohibited by 18 US.C. chepier 37.

Subpart E—_lcanses, Authorizations,
end Stateiments of Licensing Poliey

4. The section heading und paragraph (4)
ot § 500550 are revised %0 read as follows,
and Be words “*ipformstion ot are sdded
bafore the wards ““laformations! taterisls®’
ia cach place they eppear in the Gttt septence
of paragraph (b) of § 500.950:

§ 500.550 Transsctions related to
informaton and informational materiels

{3) All tinancial and other trapsactinos
directly ipsident to the importation ot
expartation of information or jufermational
meterials as defined in § 500,332 of bis part
ste aurbotized.

- v L 4 - L

&. The section beadiog and text of
§ 500.563 ate revised 1o read ¢ foliows:

§ 500.853 Transagtions Incldent 1o uavel to
and within North Korea

{2) Al! ranssctions of persons subject to
U.S. jurisdiction, including tave] service
providers, ordmagily ipcideat to travel te,
from, aad witkio North Karea and to
maintenapce within North Korea are
authorized. This auihorigation extends to
trapsacions with North Koresn carriess and
those ovolving group touss, paymest of
living expeoses, the acquisition of goods in
North Korea {or personal gse, and oocmal
baoking transactions invalving cutrency
drafis, charge, debit or credit cards, traveler's
checks, or other (inancis! instrumests
negntiated incident te persons travel,

{b) The purchase of merchandise in Nerth
Kooz by persens suhject to U.S. jurisdiction,

[ -5 500,578 Authotization for releasa of

and i'nporiation a5 accompanied baggage, i
limited to goods with a foreign market value
not fc exceed $100 per person {or persotoi
use only. Such merchandise may not be
tesnid. This avtherization may be used only
onoc in cvery 6 consecutive months. As
provided in § S00.206 of this parg,
information and informations! motarials are
exept frow th:is nstnction.

{c)} Ihis section does not authorize aqy
debit 1o g blocked acoount,

——— - —

$500.564 [Reserved]

6. Section SDD.564 i5 removed and
rescrved.

7. Paragraph (b) of § 500.566 is removed,
paragraph (c) is cedesignated av paragraph
(0), and the saction heading and the
introductory text of parsgraph (3) and
paragrapb (a)(1) are reviced tn read as
frllows:

£ 500,566 Celtain transactions aunthatlzed
on behalf of North Korean natanals
Incident to thelr trave! and malntenance
oxpenses.,

(8) Except 25 provided in patagraph (b) of
this scatiop, the following transections are
auvthorized by or on behalf of ¢ uatioga! of
North Korea who eaters the United States on
1 visa issued by the Department of State:

(1) AR transactions ordinarily ipcident 1o
travel to, from, and within the United States
are guthorized, including the importatioa inte
the Unitad States of aceompanied baggage for

personal use;
| [ ] - - -
§500.569 [Reserved]
8. Section £00 569 is recmoved and
reservod. '

3 800.571 [Amended]

9. Section S00.571 i amended by
removing the word ““Vietosm' end adding
the words “'Nosth Korea®” wherever it
appears.

10. Section 500579 is staended by
designating the current text &5 patagreph (a).
and by adding the following parsgraph (b) to
the =nd of the gection to yead as follows:

certain blocked transiers by banking
inglitistions subject to U.S. jutisdiction,

. - L] L] -

(b) Specific licenses may be isued
authorizing tbe retum to the rewitting party
of funds that were blocked by baoking
institutions subject to the jurisdiction of the
United States pursuant to this part bectuse of
an interest of Northt Korea or a pational
thereaf and that came into the banking
imstitution s possessiod or control by wire
% 0o

uner the laws o CoTCE. - }
“TT. S%hoo 5&‘.;%0 is .1:3333 to re3d as \
follows:

§ S$00.580 Authorizatlen of U.S. doliar
clearing ranssetions tnvolving Horth
Koren,

Banking inctitutions scganized vader the
taws of or lezgted it the United States are
authorized 0 procest the transfet of funds iv
whieli North Korea or 2 nationa! thereo! bas
an interest, Feraons subjoct to US.
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jurisdiction who are originalors or ulmate
benefidaries of funds transters, bawevesr,
including U.S. banking inctitutions that sre
themselves originators or bedeligiscics, cay
oot jitiste or receive such tragsfers i{ the
underlyiog transactions to which they celate
are ;mhiblled pursuant to this part.

12. Section 300581 is added to read as
follows:

§ 500,561 Financial ransactions related to
diplemate miesions guthorized.

Al fivaneis! traneactious eelated to
activities of North Korean diplomatic
wissions in the United States sod U S.
diplomstic missioas ia North Korea s
authorized, with the cxception of transactions
involving the North Korean mission o the
United Natioas in New York, which arc
subject to approval by specific liccase.

113. Section SWSSYZ mded to read a5
followe:

#500,562 imporigton of North Korean—
" ottgin megnesite and magmosia,

Specific licenses may be issued suthonziog
the importatian into the United States of
North Korean—origin magnesite or magnesia.

14. Section 5005832 is 2ddad to read as
follows:

§ §00.583 News organization etfices.
(=) Specific liceases may be issued
svthorkzing all transsctions gocessary {or the

1357 Feb 14,1970 Ver(gie BT-SER-98

- —

est3blishment aod opcration of nows bureaus
in Novth Kores by 1) S, organizaticas whoese
primary purpese is the gatheriog and
disseminatioo of news to the general public,

(b) Transactivus that will be authorized
luchde but arc pot limited to those incident
1o the follawing:

(1) Leasing office space a0d securing
selated goods and servioss;

{2) Hirog North Korean nationals to sexve
as support staff,

(3} Purchasing North Korean-origio goods
for usc i the operation of the office; and

(4) Paying [=es rclated (o the operation uf
the office ip Nosth Kores,

(<) Spesific licenses may be issued
authoriziog transactions necessary for the
establishment apd operation of news bureaus
in tbe United States by Nornth Koress
organizadoas whoge primuty putpose is the
gathering and dissemwnation of news to the
geacra! public,

(d) The number zssigned to # specific
license issued pursuant 1o this section should
be referenced in alt import docuents, and in
alt funds transfers and otber banking
transactions Wrough baoking institutions
orgaaized or located in the United States, in
oopnecdon with the loented transactions 1o
gvoid the blocking of goeds jmporwed Rows
Novth Kores and the interuption of the
fioanciel ramscticas with North Kores.

15. Sectioc S0C.594 is edded o read as
follows:

% 800.584 Energy sector projects in North
Korea,

Specific ficenses may be issued to pamit
persous subject to U.S, jurisdiction to
purticipate in certaio energy sector projects in
North Korea in connection with that country’s
transition to Hght-water reactor (“LWR'")
power plapts. ‘Transactions that may be _
Foensed joclude those related to LWR power
plast design, site preparation, excavation,
delivery of esseptial nopnyciear components
{ocluding hirbiues sod geoerators, buildiag
copstrction, the disposition of speatavedear
fuel, snd the provision of beavy oil o North
Kotea for heatiog and eloctricity generation
pending completion of the first LWR ualt.

Dated: Fetruary 7, 1995.

R. Richard Newcomb,
Direetor, Office of Foreign Assets Coatrol.

Approved: February §, 1995,

John Berry,
Deputy Asristant Sezretary (Enforcement).
(FR Doc. 95-3984 Fited 2-14-95; 915 ac]
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C 20506

January 20, 1995

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

THROUGH:: DANIEL PONEMANQ%?
FROM:: STEVEN AOKIW
SUBJECT: 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.

[ e
Concurrences by: William Ddh@érs, Stanleyq%éajb

!
L

RECOMMENDATION

That you sign the memorandum at Tab I.

Attachments
Tab I Memorandum to Ronald Peterson
Tab A Proposed Testimony
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20508

MEMORANDUM FOR RONALD PETERSON

FROM: William H. Itoh
SUBJECT: Defense Testimony on the North Korea Nuclear
Agreement

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.

William H. Itoh
Executive Secretary

Attachment
Tab A Draft Testimony
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TESTIMONY FOR DR. ASHTON B. CARTER:
THE SENATE ENERGY AND NATURAL RESOURCES COMMITTEE
NORTH KOREA e |
19 JANUARY 1995 @ i

Background

Mr. Chairman, thank you for the opportunity to testify before your committe
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

. weapons grade plutonium production.

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 complv 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 DPRK. (If you

will recall, the DPRK signed the Nonproliferation Treaty (NPT) in 1985, entered

into a safeguards agreement with the IAEA in January, 1992 and also agreed with - /l_/ _
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. Because-the Narth had said that it weuld-regard —~ "7/

/ sanctions-as-an-act-of-war;-we also began a series of measures to increase the ety
readiness and combat power of US and ROK forces in Korea. We had already ,,47)44;

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 DPRK'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.

Qutline 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 DPRK 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 DPRK 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:

o ¢ 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 JAEA safeguards agreement;

e« 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;

e e 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 posed bv the spent 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 States 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 -- native,

would-be-areturn to sanctions andj_gigk_of—wn,rux acquiescing to an unbri
nucle €3r-program. 4

Regarding the present, the DPRK has agreed to halt its nuclear program and has already
done so. Specifically, the DPRK has (1) shutdown and agreed not to refuel the SMW(e)
reactor at the Yongbyon Nuclear Complex, (2) stopped all construction 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) agreed 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 DPRK 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, i&—mxj_a_r_?/
And finally, the agreement provides af0opening 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 produce 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 plutonium 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 3.5% of North Korea's present electrical 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 $5M 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 50Kmt 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 $5M 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.

—_—— mm -~~~ -~ ~. A AL ASA AL T NS AT AT



WORKING PAPER ]

" 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 agreed to in the framework is 100Kmt 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 500Kmt of HFO provided under the framework to compensate for
the total 255MW(e) electrical capacity of all three nudear 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 DPRK.

Summary
In summary, 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.
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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.

» [t is important to recognize that the nonproliferation obligations assumed by the
DPRK 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 DPRK's nuclear program
past, present, and future.

e 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 DPRK 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.

* It is significant that the IAEA, which is responsible for monitoring compliance g
with fullscope safeguards, has accepted our agreement and will have a strong )
inspection presence at nuclear sites in the DPRK to monitor compliance with the (k'
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 DPRK 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

Kotea. A te

Agreed Framework provides us with aferkim to raise issues of concern,
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.
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e While we have expressed a willingness to move toward normalized relations
with the DPRK, 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 into 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 DPRK back into , . “'. /f
compliance with the NPT, albeit after several years, and requires full & /i fie / #
transparency of the DPRK nuclear program. y 0 >

L

» It is important to put the issue of special inspections into the broader context of %
the negotiations and the Agreed Framework. Ideally, we would have liked to wu i«
have resolved any questions and remaining doubts about the DPRK's nuclear ll/‘v%
program immediately, but the long history of hostility and mistrust made it W

impossible to arrive at such an arrangement. We remained firm on the 2 it
principle of requiring the DPRK to reconcile its past nuclear activity with the v /17[
IAEA but flexible on its implementation. We did not walk away from the gRe /

IAEA's concerns. If the DPRK does not cooperate with the IAEA, the nuclear . i
deal does not go through. The DPRK will not receive significant nuclear ey
components until the JAEA is satisfied and has declared the DPRI;/_to bein full - ( AL

compliance with the NPT. £ ;&i mps WL Jm{" Mo M‘“f
U Cam, . dire | Bt o (o
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e 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 g objectives, and I believe we achieved
them with the Agreed Framework. Infhe near term, the DPRK's program is
frozen and over time they will dismaatle their nuclear weapons related

program.
ufg/vlf
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Questions and Answers: Conventional Forces Issues

Question: Does the warming 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 DPRK 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: There 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.

~- - -_—— o~ -~ -~ .
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. In 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.



WORKING PAPER

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 JAEA 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 DPRK 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 DPRK who will be taking the first steps
throughtout the duration of the framework agreement. The DPRK 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 0il? Aren't you delaying the fall of the regime by giving it aid
and comfort?

Answer: Our interaction with the DPRK is not premised on any calculation of the
longevity of the North's government. Many pundits 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
DPRK. The Administration does not believe that the small amount of oil being
provided to the DPRK 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: 1 understand that the allies are balking at paying for the obligations 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 KEDO's
obligations under the Agreed Framework.

If pressed: We expect that the US will pay tens of millions of dollars each year. Itis
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 docume 011\
treaty?

Answer:

Question: I understand that the Department of Defense had serious Tvations
about the agreement. Is this true? And do you think it is jn the best interest of
0 a

the US? /|~ <y 0/0( [(/// TS AU S

Answer: The Department of Defense fully supports the Agreed Framework and the
importance of implementing it in a timely fashion. The agreement takes a / V
major step towards securing our goal of finding a peaceful way to halt and 774A7~
eventually dismantle the DPRK's nuclear program to ensure for the long run a S
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.

* We, of course, will be vigilant in ensuring that the DPRK 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 o0il?

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
emergency 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.
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C 20506

January 20, 1995

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

THROUGH : DANIEL PONEMAﬁQQ
FROM: STEVEN onr/’ﬁ/a/
SUBJECT: Nuclear Regqulatory 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 #ﬁﬁ?ers, Stanley liothh

L

RECOMMENDATION

That you sign the memorandum at Tab I.

Attachments
Tab I Memorandum to Ronald Peterson
Tab II Proposed Testimony
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20506

MEMORANDUM FOR RONALD PETERSON

FROM: WILLIAM H. ITOH
SUBJECT: 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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RESPONSE TO LRM NO: 42
LEGISLATIVE REFERRAL MEMORANDUM FILE NO: 41

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/attomey's direct line (you will be connected to voice malil 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 assistanl): 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:

FAX RETURN of pages, attached to this response sheet
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DR. IVAN SELIN, CHAIRMAN, U.S. NUCLEAR REGULATORY COMMISSION
_ " DRAFT TESTIMONY FOR THE RECORD
THE SENATE COMMITTEE ON ENERGY AND NAJURAL RESOURCES
HEARING ON THE DPRK NUCLEAR REACTOR PROGRAM
JANUARY 19, 1995

I am pleased to provide today for the recdrd soma views of the Nuc lear
Regulatory Commission (NRC).on the North Korean nucioar proéram. Nuclear
safety, as you know, is our mandate - the protection of the U.S. pﬁb]ic's
health and Safety. tﬁe common defense and security, and the environment from
adverse effects of the commercial uses of nuc1eaf energy. 1 wil) focus my

remarks an that area of expertise.

The US has accumulated nearly 40 chronological and 2000 operating years of
reactor experifence. We have learned over this time that, regardless of

country, nuclear safety remains dependant on three critical elements:

(1) technical excellence and operational safety, which are the prime
responstbility of the operators but must be reinforced by tcugh-minded,

independent regulators,

{2) a saund economic climate ovar the long term, because a nuclear program
must be sufficiently well supported to afforc first-rate tfaining programs gnd

sustained tnvestment in maintenance and equipment, and
(3) solid organization and management, which includes high quality staffing,

rigorous tfaining, a strong safety culture, realistic goals, and responsible

leadership.

cCOTT MU
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Applying this lesson to the DPRK situatiﬁn and making the assumption that it
1s reasonable to proceed with the US-DPRK framework agreement if {ts numerous
complexities can be worked out, the NRC believes that the OPRK could dévelop
and cparate:a safe 1ight water reactor proqram.if over the next 10 years it
meets or makes substantial progress toward meeting the following three
conditions. (1) It must devote adequate resources to developing and
embowaring j strong, independent regulatory organization to oversee the safety
of its nuclear activities. (2) It must concentrate on hiring and intensively
training » larga, cadre af highly-competent safaty personnel to operate and
maintadn its nueloar power plants.. (3) And it must take an active.ro1e in
forging rengna1 and uidef intarnational safaty tias which allow it to
interact with and learn from the experience and advice of others, so that its
reactor program is not run in 1solaiion. A tall order certainly, but ane that
is feasible . if the DPRK chooses to accomplish it; therefora, th;ro is no.
roason-that:c1V1lfln power safety concarns nead bacome a critical obstacle to

the tuccessful implementation of the framawork agreement.

The above opinioﬁ s slso based on the premise that thc OPRK would procoed
with a 11ghé water reactor program using the ROK’i Standard Nuclear Power
Plant (KSNP) design. The NRC ts ve}y pleased that this appears tolbe the
~reactor to ﬁe installed in the DPRK; 1ﬁ fact, the NRC considers this to be the
only praciiéaT approach. A]tﬁéugh there are hany safe designs worldwide, the

shared Koreén Janguage, culture, and physical proximity would facilitate



JAN 11 ’9S 16:1@ NRC WF 16B13A . F.4

-3 -

trenendously and invaluably the exchange of all of the technical information
which must accompany the design, construction, and operation phases of any
nuclear power plant project. And the efficiencies achieved by adopting
standardized reactor designs are enormous. allowing the DPRK program to
benefit from the KSNP design and experience - another sﬁfety lesson 1earhed;‘
The NRC has also cooperated extensivaly with the ROK in the development and
enhancement of its safety and regulatory program which, as a result,
incorporates and raflacts much of the NRC's regulatory philosophy, orictices.
and procedures. Since 1t s also 1ikely that tha ROK might be called on to
axport its regulatory expertise as the DPRK seeks tn astahligsh its awn safety
capability, the NRC would be working through and with entities madallad
extensively upon {tself 1f called upon to render-safoty advice or assistance.

Thic would facilitate our raesponse and interaction ags well.

The safe use of nuclear energy depends upon many factors: economic,
scientific, industrial, institutional, and lcgal. One of the most important

- of these is the early establishment and fostering of a nuclear safety culturc
in which safety is accorded a high priority in the decision-making process and
which is derived from fdﬁdamentaI principles which have international
application. If (t is the decision of the Executive Branch [ahd the Congreis]
Lo proceed with gilher full ur partial {mplementalion of the US-DPRK Framework
Agruement, the RRC stands readj'to work buoth bilaterally with Lhe DPRK a3 wel)

as with our regulatory counterparts 1n other countri¢s and internationa)

CN* 1 7NAA"NN &T-0T CR TT MNHr 7
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organizations to help the DPRK develop a safety culture from the start -that
will assure the soundest possible foundation for its nucleay power development
and operation.

The NRC has engaged in a foerI program of technical information exchange an&
cooperation in nuclear regulation with other power reactor countries since
1974, with the aim of enhancing the safety of nuclear power both domestically
and worldwide. The last several years have witnessed a dramatic increase in
our assistance efforts (as well as those of other sttern regulators) with the
countries of the former Soviet Unian and Eastern Europe as we have worked to
help them racognize, establish, and/nr strangthen a nuclaar safaty culturs
based on a strong, indapandant ragh1ator, in contrast to an approach driven
primarily hy unimpeded enerqy production. We have found four principles to .
ha pssential to the establishment and ma1ntdn¥nce of safety cultures
everywhere. We have no reason to bo11¢ye that they would not be equally

applicable to the DPRK:

(1) E€very nucloar nation must provide a firm legal foundation for & strong
and independent regulatory authority to monitor and enforce high levels of

safety.

(2) The regulatory authority must have the necessary resources to support a

well-trained and adequately paid. staff to perform on-site inspections, review

aNn*® 4 7NN NN RT-©0T CaA TT NHr AT
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plants at all stages from design to decommissioning, analyze errors to improve
future operations, and develop and maintain a confirmatory rasearch

capability.

(3) Both the industry and the requlators must apply rigorous nuclear
standards which cover alllaspects of the nuclear fue! cycle. One such set of
principles has baen incorporated into the International Convention on Nuclear

Safaty, which 1 will return to later.

(4) A stata, by national law or tnternational commitment. must put into place
legal and financial protection arrangamants that. would provide adeduate
compgnsation for damages in the event of a ndclear accident,, whiin satting
appropriate limits on third party 1iability. Such protect{on holds both the
natfon and the nuclaar power plant operators ultimately accountable for the
safety of the plant, while ascuriﬁg the public the right to redress any injury

it might suffer as 3 result of negligence or improper operation.

Although the DPRK undoubtedly has a number of decrees, statutcs, or other
legal instruments which provide the legal basis for its current program, these
instruments must be reviewed to determine whether they are adequate for the
purpose of implementing the wuew nucledr power programlunder consideration.

And beyond the legal bastls, It {s vital that the DPRK develop and empower a
strong, 1ndependeh£ regulatory body which cin oversee its 1ight watér reactor

program frum 1ty ear)lest momenly. We do nol want Lhu‘DPRK Lo becumu_yut

JAT 0 7NN NN N7-QT CR TT WNHr T



JAN 11 *9S 16:11 NRC WF 16B13A P

¢

-6 -

another safety concern as it moves to operate Qestern technology. Given the
fact that the US maintains the nor1d's largest nuclear power program, with
some 108 reactors currently in operation, the NRC has gained broad experience
in both the legislative and regulatory aspects of nuclear safetv.- experience
which we, along with our regulatory counterparts from countries with advanced.
reactor programs, coyld share with th§ DPRK, which myst ultimately assume
responsibility for the safety of its own power reactor program. In addition
to scheduling detailed discussions with the DPRK on fnstitutional and
technical rogu]itory areas. Qhere we would ;@res; tha importance of peocple and
their work culture to nu;Iear safety and the need far openness in tha
regulatory process. the NRC could provide the NPRK with a "library" of
fundamental regulatory documents, which canld either iorva as or strengthan
the foundation of any country’s ragulatory program. We could ;1:0 offer
limited but vital regulatory training (on a space-available bacis) through on-
the-job assignments within the NRC staff, hands-on attachments to our regional
and resident {inspactor offices, and forma)l classes in roactor technology,
inspection, health phyéics, and emergaency preparcdncss at our dedicated safety
training caenter in Chaitinooga. Tenncsses. All transportstion and per diem
costs for these would be at-of the eipense of the DPRK sponsoring ayency, bul
the NRC would provide the actual training. Because of the nalure of the |
framework igreanent, particularly the direct involvement uf uther paftners,
the NRC would not cxpcct the DPkk to become a huge or lsmediate new demand on
its resources, 31though we will undoubtedly be called upon to provide a level

of support for engineering as well as regulatory questions.
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The Nuclear Regulatory Commission s pleased that the nuclear safety aspect is
to be actively pursued from the outset of the DPRK reactor initiative.
Specifica]ly,'at the latest technical discussions in Beijing last Decembar,
the.United States raised the safety issue and suggested that it be taken up in
detadl at the next round of talks. The DPRK side agreed to this proposal, |
The NRC 1s now engaged in preparations for this next round of talks (scheduled
for the end of this month) where the US side will discuss in depth the general
principles and elements required to assure the safety of civil nuclear'pouer
plants. In addition to outlining the US approach to nuclear regulation, we
wil) be able to point to a clear 1nt9rﬁntion31 consinsus on the key elements

- needed to assure a high Tevel of safety at such facilities. This consensus
was embodied in the International Convention on Nuclear Safety which was
opened for signature last September in Vienna. Virtua11y all natfons
currently operating civil nuclear facilities (including the Unit;d States)
have signed the Convention. We shall seak ta parsuade the DPRK that joining
this important international instrumant uou)d not only roassure tho world
community about_its intantion to give priority to éafqty in its nascont
nuclear pragram, but would provide a framework for devcloping 1ts internal
safety arrangements. It would alse dfaw tha DPRK into the Convention’s peer
raview process for asgsessing comﬁIiance with these bnsjc international norms

of nuclear gafety.

Thank you for this opportunity ta share the NRC’s views.
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C 20506

January 20, 1995

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

THROUGH : DANIEL pONEMAﬂ&
FROM: STEVEN AOKT 4:,64
SUBJECT: Department of Energy’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. '

Sk
Concurrences by: William Danvers, Stanfgﬁéﬁbfh, Steven Andreasen‘gﬁk
L i}

RECOMMENDATION

That you sign the memorandum at Tab TI.

Attachments
Tab 1 Memorandum to Ronald Peterson
Tab II Proposed Testimony
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C 20506

MEMORANDUM FOR RONALD PETERSON
FROM: WILLIAM H. ITOH
SUBJECT: 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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"Pay-As8-You-Go" provisions of Title XilI of the Omnibus Budget Reconcillation Act of 1990.

COMMENTS:
DISTRIBUTION:
234-Arms Control and Disarmament Aenc - Barbara SIarr - (202 647 8478
258-Central intelligence Agency - SNAIESERNENC 0 TS SN

325-DEFENSE - Samuel T. Brick, Jr.
249-National Securily Council - Wiillam H. Itoh - (202) 456-9221
227-Nuclear Regulatory Commission - Trip Rothschild - (301) 415-1811
225-STATE - Julia C. Norton - (202) 647-4463

CC:
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_ RESPONSE TO LRM NO: 65
LEGISLATIVE REFERRAL MEMORANDUM FILE NO: 41

If your response to this request for views is simple (e.g., concur/no comment), we prefer that yod 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 mail 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 (t0 reach legislative assistant); 395-6194

FROM: (Date)

(Name)

(Agency)

(Telephane)

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:
Concur
No Objection
No Comment

See proposed edils on pages

Other:

FAX RETURN of pages, attached to this response sheet
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Draft Testimony

for
Charles B. Curtis

Under Secretary of Energy

efore
Energy and Natural Resouices Committee

January 19,1995

Thank you Mr. Chairman and members of the committee for the opportunity to
appear before you today to discuss the Department of Energy's role in implementing
the Agreed Framework between the United States and North Korea. This

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

In my testimony I would first like to briefly describe the Department's activities in
the context of the overall Agreed Framewatk.

Second, 1 will set out the specific tasks and challenges the Depariment is addressing
in implementing its responsibilities concerning North Korean spest fuel.

Third, I will review the anticipated funding requirements for the range of DOE
spent fuel implementation responsibilities.

Finelly, I will in an appendix bricfly address for the record those questions posed by

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

I._The Framework Agreement

The Agreed Framework betwesn the United Stetes and North Korea was signed on
October 21, 1994, to address international concerns — and those of successive U.S.

administrations — about Nosth Korea’s nuclear program.

1 Januhry 17, 1966
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Ambassador Gallucd, the U.S. negotiator of the agreement, succinctly set out some
of the key elements of the Agreed Framework in testimony last month before a
Senate Forelgn Relatdons 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 provides that the spent fuel from the 5 megawatt
research reactor will be safely stored and eventually shipped out of North Korea.
It prohibits the restart of the 3 megawatt research reactur, which could have
produced about a bomb’s werth of plutonium each year. It seals the plutonium
separation facllity and subjects it to International Atomic Energy Agency (IAEA)
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-scope IAEA safeguards, including all measures
that the JAEA may deem necessary to resolve questions about North Korea’s
initial plutonium inventocy; while implementation of this aspect is not required
immediately, it is required before significant benefits flow to North Korea.
Moreover, the Agreed Framework is structured so that we can withhold
cooperation at any point that we determine 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 Korean § megawatt research reactor. As Ambassador
Gallucd 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.

1L The Department's Role

The Agreed Framework establishes responsibilities in regard to North Korean spent
fuel. The ability of the United States Government to discharge promptly its
responsibilities accepted in this area is of paramount importance. The primary role

2 January 17, 1998



01/17/85  15:49 202 5868 5497 DOE CP-12 Goo4

of the Department of Energy in implementing this agrcci:ncnt will be to stabilize the
chemical condition of the basin contalnlhg the Irradlated fuel from the 3 megawatt
reactor at Nyongbyon last Spring, and to package, ot ‘can,’ the spent fuel for safe and
secure storage.

Pursuant to the Agreed Framework, a group of technical experts recently visited
North Korea, including the spent fuel basin at Nyongbyon. That visit confirmed the
urgency of the steps required to safely store the fuel.

Results to date have been promising. But I must emphasize: because of the high
degree of interacHon with North Korea which will be required for this activity and
because the agreement spedifies that the U.S. and North Korea must cooperate in the
fuel storage, this could be the most difficult part of the agreement to implement
during the first year.

(a) November 1994 Trip to North Korea: Beginning Implementation of
Cooperation on Spent Fuel

The Agreed Framework calls for 8 series of expert-level meetings for cooperative
discussions on how best to store the spent fuel during the period it will remain in
North Korea. To begln implementing this requirement, from November 13-19, 1994
a delegation of technical experts from the United States visited North Korea for the
purpose of resolving technical issues related to the safe storage and ultimate
disposition of the spent fuel from North Korea's 5 megawatt reactor. The delegation
discussions occurred in Pyongyang and Nyongbyon.

Duclng the meetings in Pyongyang, the U.S. delegation agreed to make every effort
to ensure that the corrosion of the spent fuel in the fuel storage basin is minimized
before placement in temporary storage containers (canning). The fuel cannot be
placed in containers until the water in the basin has been clarified.

The November 1994 technical meetings centered on water treatment in the basin at
Nyongbyon and the storage of the fuel discharged last Spring from the 5 megawatt
reactor. The United States delegation was allowed to make an unprecedented trip to

3 January 17, 1606
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Nyongbyon to observe and photograph the spent fuel sturage building, basin, and
associated equipment. The North Koreans provided detafled, in-depth technical
information including drawings of the fadlitles and fuel elements. They were
extremely cooperative in providing information.

Agrecment was rcached in Pyongyang on the outlines of a plan to: treat the water 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 In 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 of the U.S. to implement the water

~ treatment plan and to provide and install these systems as quickly as possible to

forestall reprocessing and contain future U.S. costs.

As a result ot the discussions, the North Koreans agreed that canning of the fuel is
necessary to minimize radiation hazards and fucl corrosion. Another important
accomplishment of our technical experts was the achievement of consensus with
the North Koceans on the type of container to be used for canning the fuel,

(b) The Near Term: Arresting Corrosion of the Spent Fuel

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 magnesium metal alloyed with
zirconium. In the reactor, the fuel elements are cooled by carbon dioxide gas and the
nuclear reactor core is constructed of graphite. In all cases where Magnox fuel is
used, it is intended to be reprocessed, as it has been in France and England. The
normal sequence of operations is that the fuel Is stoted in water for a period of
weeks to months to reduce radiation and heat levels of the fuel assembly. Since the
magnesium cladding corrodes rapidly in water, it cannot be safely stored for
sustained periods.

4 . January 17, 1995
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The North Koreans built a fusl storage systam that should have been more than
adequate for the amount of time they intended to leave the fuel in storage. They
installed a system of sand filters and ion exchange columns for controlling the
quality of the water (n the basin ‘However, there were a few nuances of water
treatment that they had not mastered and when they attempted to usc their water
treatment gystem, the sand fllters rapidly plugged because algae caused by the
sunlight coming through south-facing windows was growing in the basin. No
provision had been made in their system for the techniques needed to remedy this
problem.

Because of the failure of the water reatment system at Nyongbyon, it has not been
possible far the North Koreans to stabilize the chemical conditions in the basin to
minumize the corrosion of the fuel. Therefore, the fuel is corroding at a difficult-to-
predict rate in murky, untreated water.

Corrosion of the fuel is not in our interest:

. First, cxtcrsive corrosion of the fucl can allow highly radioactive fission
products such ay cesium and strontium to be dissolved in the basin water.
This would create a radiation hazard for inspectors safeguarding tha fuel and
any workers who are responsible for removing the fuel in the future.

. Second, {if the fuel is severely corroded, it will be virtually impaossible ta verify
the number and condition of the rods in the basin, opening questions about
possible undetectable diversions of fuel

. Third, left untrcated, extensive corrosion could create a health-related
justification in the minds of the North Kareans for reprocessing the fuel.

The Department of Energy has experience in solving such difficult water treatment
problems. While In North Korea, the U.S. tecluucal team formulated aad explained
to the North Korean engineers a plan for clarifying the water and controlling the
concentration of chemicals that promote fuel corrosion. Since then, there have
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been consultations in Washington, D.C. and in England with French and English
experts who have experience with similar fuel storage basing. Thase consultations
have validated the soundness of the approach:

1. Kill the algae in the water by passing the water through a chamber
where it can be exposed to intense ultraviolet light.

2. Oxidize the biological debris so that it will not remain an unfilterable
colloid.

3. Add a flocculating agent to the water to cause the particles of organic |
matter in the water to clump together, making them easier to filter.

4. Clarify the water by passing it through a disposable cartridge filler.

Clarifying the 500 cubic meters of water in the basin once the treatment system is
installed and operating will take approximately three weeks, according to U.S.
technical experts.

The Department's personnel are part of an ongoing second visit of the technical
delegation North Kores. Our engineers took with them instruments to measure the
properties of the water in the bagin, as well as an underwater video system which
will allow the fuel to be viewed and inspected for the first time since the Summer of
1994. Analysis of such information will help us to put the flalshing touches on the
design of a suitable water treatment system that we seek to deploy as soon as
funding allows.

(c) Next Steps: Canning the Spent Fual

We hope to accomplish the canning of the North Korean irradiated fuel as soon as
possible. North Korea accepted our proposed can design for storage during the
November discussions with the US. technical delegation. Canning is necessary
because it would be impossible to store the fuel in an oper basin for this long
without severe corrosion of the fuel elements and dispersal of highly radloactive

6 January 17, 1890
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fission products 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 and sequencing of construction of the light-
water reactors slated to be built in North Korea.

We antidpate more insights as a result of the ongoing technical delegation visit to
Nozth Korea.

Thus, canning the North Korean fuel will serve several objectives:

. First, it will contain the fuel in a corrosion-limiting, sealed envirorunent so
that radioactive materials do not dissolve in the basin;

o Second, it will lay the groundwark for strengthening international safeguards

of the spent fuel by packing it so that the International Atomic Energy
Agency can tag and seal the cans; and

. Third, it will enable the material to be shipped out of North Korea in the
future according to the terms of the agreement.

It is essential that we seek to minimize the costs to the taxpayers of implementing
this agreement. At the same time, it is equally important that we also state as
clearly as possible what we know of the possible tange of costs associated with the
Department’s spent fuel implementation responsibilities in North Korea.

The water treatment and fuel canning costs have been very carefully estimated by
companies with directly applicable experience and checked by DOE contract
petsonnel. But we cannot eliminate the unknowns that stem from working with as
unfamiliar a counter-part as North Koren, in an {sclated environment.

To date, much of the costs of travel and meetings have been absorbed in the

7 Jenuary 17, 1605
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Department of Enexgy's nonproliferation and nuclear energy budgets. An
additional $200,000 from funds budgeted for regional arms control and
nonproliferation activities has been allocated to measurement of water properties,
installation of an underwater viewing system, and designing the water treatment
system. Additional funding will be required before any actual water treatment can
commenca.

The total funding required for water treatment in 1998 is expected to be about $1.2
million. The cost of canning all of the gpent fuel is expected to be $6.3 million.
Costs for: consulting with BNFL, n Britlsh nuclear service company, and COGEMA,
a French nuclear service company; project supervision; translation; and travel for
DOE personnel and technical experts from the National Laboratories and other
organizations during the spent fuel activities will cost approximately $2.5 million in
FY 1995. The Department has requested of the Congress that $10 million be
teprogrammed to allow these activities to commence at the earliest possible date.
Prompt approval of these funds is crucial If we are to build on the progress to date
and maintain the good will established in our first visit to North Korea.

It is important to note that we will be relying on the North Koreans to transport our
equipment from the port of entry to the site and to provide some of the labor that
will be required during fuel canning. We will need the cooperation of the North
Koreans in providing access to the site, lodging near the site, local trangportation,
communications, emergency medical treatment, and other basic services we take for
granted in the US. One of the objectives of the team now in North Korea is to reach

agreement on the details of the logistical understandings which will govern our
contractors’ work there.

If funding to start the water treatment and fuel canning is delayed, or i politics in
North Korea delays our access, ¢osts could increase because the water in the basin
will have become more contaminated and the water treatment systemn will have to
deal with larger quantities of highly radioactive fission products and actinides
dispersed into the water. At this polnt, it does not appear that there will be a
slgnificant increase in costs far any delay under one year, but any delay in starting
the canning will Increase the apprehension on the part of the North Koreans that

8 Janusry 17, 1988
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their fuel has degraded to the point where their ability to handle it is compromised.
Prompt performance on arresting the corrosion of the fuel and placing it into safe
storage is essential if the spirit of cooperation which was evident during the site
visit in November is to continue.

It is anticipated that all activities related to putting the spent fuel in North Korea
Into safe, secure storage will be completed using contracts funded in FY 1995.

We will also need to be responsive to the International Atomic Energy Agerncy
(IAEA) which will havc representatives at the site and has responsibility for the

safeguarding of the fuel. Once the fuel is safely stored in the cang where it can be
safeguarded by the International Atomic Energy Agency, the level of effort for DOE
will decline dramatically. Howavar, there will be a low level of activity required to
assure that the temporary slorage is safe.

Potential activities to be concluded after FY 1995 include:

. Visits to the site to verify that the seals on the fuel storage cans are not
leaking.

. Continued provision of consumable supplies to keep the water treatment
éystem operating so that the water remains clear enough that the fuel can be
safeguarded.

. Providing heat in winter and cooling in summer to keep the temperature of
the fuel storage basin within operating limits.

. If leakage occurs, the fuel in the leaking can(s) may need to be unloaded and
recanned.

To assure that such activities can proceed on an as-needed basis, the best available
estimates suggest that funding of less than $1 million per year will be required
dusing the estimated 4 to 7 year period starting in FY 1996 during which the fuel will
remain in temporary storage in North Korea.

9 Jonuary 17, 1095
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In gum, the Framework Agreement is in the U.S. interest, and North Korea's
intezest. Cooperation on the spent fuel provides an excellent opportunity for both
parties to begin the work together to benefit international security in implementing
the Agreement.

IV, A fix: S Questlons Raised by the C it
I my testimony above I have sought to address questions of the Committce in
regard to the Agreed Framework and the Department of Energy's spent fuel
responsibilities.  In an effort to be responsive to the Committee's interest in other
questions, such as on electrical power grids in North Korea or reactor design, we

have drawn upon a range of executlve agencles for unclassified answers attached
below:

Q  What is the current consumption of electrical power in North Korea?

A.  Their generating capacity is approximately 7.3 gigawatts or 7300 megawatts.
More detail on actual consumption would be classified.

Q. What is the condition of the electrical power grid in North Korea?
A.  The grid equipment is marginally functional and receives inadequate
maintenance. It does not incorporate automatic load switching and is not

intertied to the extent usually seen in industrialized countries.

To go into detail involves classified information.

10 January 17, 1995
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Can the North Korean grid handle the baseload from two new 1000 megawatt
reactors?

Not as it is presently configured.

Will upgrades to the grid be required?
Yes.

How much might upgrades cost?

Tt is impossible to know without knowing where the reactors will be sited and

" how far away their primary loads will be. The cost uf upgrading will depend

on the extent of modernization. Minimal upgrades without modernization
would allow the reactors to operate, but for maximum usefulness, much of
the grid would have to be modernized to incorporate automatic switching.

What light water reactor designs are under consideration?

The only design under serious consideration is the South Korean standard
model, part of the design of which is licensed from Combustion Engineering
in the US.

Do the designs include U.S.-licensed technology?

Yes, the design includes Combustion Engi.neeﬂng System 80 technology.

11 January 17, 1008
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Is the often-quoted $4 billion figure un accurate estimate of the antidpated life
cycle costs of the proposed reactors? '

The cost estithate was provided by the South Koreans and is said to include
the engineering and plant design, manufacture and delivery of plant

components, and construction to the point the plant s ready for commercial
operation.

What will be the source of the einriched uranium oxide fuel for the reactors?

KEDO will provide the orlginal fuel load, along with the reactors. Purchase of
subsequent loads of this low enriched uranium fuel will be the responsibility

" of the North Koreans.

What will be the fate of the resulting waste?

The waste from the spent fuel would result from the operation of the reactors
to be provided under the Agreed Framcwork. A number of options are under

consideration, but no dedsion has been reached.

What will be the ultimate disposition of the existing North Korean spent
fuel?

This question refers to the material currently in the spent fuel basin. The
Agreed Pramework provides the the U.S. and North Korea will dispose of the
fuel in a safe manner that does not involve reprocessing in North Korea.
Scveral viable options exist. The IAEA and countries other than the U.S. may
be involved in devising the options for disposition.
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Q  Will the irradiated fuel be reprocessed by the French or British?

A.  This is a pussibility, especially in light of their extensive experience with
' Magnox fuel. But no dedision has been made at this time.

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

A. A number of options will be studied. No decision has been made at this time.

Q  Is it possible that North Korean nuclear waste is destined for storage or a
future repository in the United States?

A. This would not be considered as a desireable option by the Department of
Energy.

13 Jarwary 17, 1986
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