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LETTER DATED 7 JANUARY 2003 FROM THE PERMANENT REPRESENTATIVE
OF THE NETHERLANDSTO THE CONFERENCE ON DISARMAMENT
ADDRESSED TO THE SECRETARY-GENERAL OF THE CONFERENCE ON
DISARMAMENT TRANSMITTING A SUMMARY OF THE SECOND OPEN-ENDED
INFORMAL MEETING IN THE FRAMEWORK OF THE NETHERLANDS FMCT-
EXERCISE, ON A TREATY BANNING THE PRODUCTION OF FISSILE MATERIAL
FOR NUCLEAR WEAPONSAND OTHER NUCLEAR EXPLOSVE DEVICES, HELD
IN GENEVA ON 25 SEPTEMBER 2002

| have the honor to forward to you a summary of the second opentended informa
meeting in the framework of the Netherlands FM CT- Exercise on the issue of banning the
production of fissle materid for nuclear weapons and other nuclear explosive devices (FMCT).

This meeting was organized on Wednesday September 25, 2002, by the delegation of the
Kingdom of the Netherlands to the Conference on Disarmament. The total number of
participants in this meeting was well over 100. Over 50 countries atended this meeting as well
as representatives from NGO's, some internationa organizations aswell asthe IAEA in Vienna

The scope of an FMCT: a presentation by Tom Shea (IAEA)

At this meeting, Mr. Thomas Shea, head of the Trilaterd Initiative Office of the Department of
Safeguards of the International Atomic Energy Agency (IAEA)

in Vienna, gave on behdf of the IAEA a presentation on the possible framework of atreaty
banning the production of fissle materid for nuclear wegpons and other nuclear explosive
devices (FMCT). A copy of his presentation is attached to this document.

I ssues that where addressed in the presentation of Mr. Shea, include:

what could an FMCT cover (scope, definitions, what kind of facilities);

how could an FMCT be verified (declarations, verification);

what exceptions for military use are to be made (nava propulsion and other nor
explosve military gpplications);

what other relevant e emernts need to be considered (organization, costs and legd
eements like entry-into-force).

Issuesraised in the discussion that immediately followed Mr Shedls presentation, included the
scope of the verification regime of an FMCT, the financing of the verification regime of an
FMCT, theissue of sockpiles (including the rlevance of the Trilaterd Initiative for an FMCT)
and the relevance of an FMCT to prevent nuclear terrorism.
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Scope of the verification regime of an FMCT

Regarding the scope of the verification regime of an FMCT, the discussion focused on the issue
whether verification of an FMCT should apply to dl states, or only to those states that are not
prohibited under the NPT to produce and possess nuclear wegpons (i.c. the five 5 nuclear
wegpon states and those three states that are not a member to the NPT). Furthermore whether it
should closdly resemble the current system of |AEA-Safeguards for non-nuclear wegpon states
(INFCIRC/153 and INFCIRC/540) or separate verification regimes should be developed for the
nuclear weapon states and the non-nuclear wegpon states respectively.

Thefinancing of the verification regime of an FMCT

The financing modalities of the verification regime are dosdly inter-linked with the scope of that
regime, in particular the categories of facilities that should be covered by the verification regime.
Options for financing that were mentioned in the discussion included were financing by those
dtates that produce fissile materid for nuclear weapons and other nuclear explosive devices or by
al States Parties to the FMCT through the gpplication of the UN scale of assessmentsor a
comparable modd.

An dternative modd for the financing of the verification regime of the future organization thet
was mentioned in the discusson was based on a surcharge per kiloton nuclear energy produced.

Theissue of stockpiles (including the relevance of the Trilateral Initiative) Regarding the issue
of stocks of excessfissle materid, it was recognized that the mandate for the FMCT-

negotiations (the Shannon-mandate as contained in document CD/1299) is ambiguoudy

formulated. In the discussion 3 options were raised: whether (@) the issue of stocks is more

properly dedt with within the scope of the treaty, (b) through separate but supporting

mechaniams (like the Trilaterd Initiative), or (€) should not be dedt with at al within the

framework of an FMCT. Regarding separate supporting mechanisms, it was discussed whether

dready exising mechaniams like the Trilaterd Initiative (aframework between the IAEA, the

Russian Federation and the United States on collective monitoring of the repective excess

stockpiles) could for example be used as an dternative way to ded with thisissue.

In this respect, the working paper of South Africaon a so-called basdine mode for stocks of
excess materia (document CD/1671), was also mentioned during the discussion. In thisworking
paper of South Africa, it is argued that including stocks of fissle materid in the negotiations
would be very difficult; not only from a palitica, but dso from apractica point of view. Also
based on their own experience, there appears to be a sgnificant gap between the actuad size of
stocks and the quantity of fissile materia that the NWS could be supposed to possess on the
basis of their past production records.

Therelevance of an FMCT to prevent nuclear terrorism

Thelast issue that was raised during the discussion that followed Dr. Shedls presentation, dedlt
with the relevance (or not) of an FMCT to prevent nuclear terrorism. It was widdly fdt that the
contribution of an FMCT in this respect would be limited. Although an FMCT would provide
additiona opportunities for verification, the dready existing conventions againg terrorism, as

well as the Convention on Physica Protection of Nuclear Materials were generally deemed to be
more relevant in this respect.
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| would be grateful, if you could issue thisletter aswell as the attachment to this letter asan
officid document of the Conference on Disarmament, and distribute it to al Member States of
the Conference and non-member States participating in its work,

Y ours Sincerdly,

(Sgned): Chris C. Sanders
Ambassador
Permanent Representative of the Netherlands
to the Conference on Disarmament
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Given recent developments;
could the FM(C)T contribute to -
preventing nuclear terrorism?

Prevention of Nuclear Terrorism
under the FM{C)T:

» First line of defence: fissile material
protection, control and accounting (MPC&A)
- apply strict international standards

* Encourage adherence to the Convention on
the Physical Protection of Nuclear Material

» Engage all FM{C)T States in common
framework to enhance safety and security of
fissile materials

The FM(C)T and Nuclear
Terrorism:

» The FM(C)T could set requirements for
standardized laws or regulations
governing ownership, access and use of
fissile materials and associated
facilities.

Guiding Future Peaceful
Applications of Nuclear Energy

* Proliferation resistance and physical
protection principles for nuclear energy
systems

» Balancing production and use: management
of accumulations of fissile material stocks

* Transparency measures, e.g., “prudent and
legitimate” reviews of plans for nuclear
facilities

%A nuclear power plant in Japan with four reactors ©
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IAEA “INPRO” PROGRAM

« Invites IAEA Member States to joinin
development of innovative reactors,
including proliferation-resistance
features

Future Generation IV Nuclear
Energy Systems will employ
plutonium recycle

* Gas-Cooled Fast Reactor

« Molten Salt Reactor

* Sodium Cooled Reactor

* Lead Alloy-Cooled Reactor System
* Supercritical Water- Cooled Reactor
» Very High Temperature Reactor

FM(C)T: Veification by anew -
Organization or hy‘tbéfiAEA? -

Potential conflicts / overlaps with
- 1AEA safeguards would need to:
. be identified and. managed

+ Responsibilities of FM{C)T Parties to IAEA
under existing obligations

= Duplicate inspections with different
methods and criteria

» Financing
The resulting regime could have a “Hybrid”
character

»

FM(C)T: Verification by IAEA -

if IAEA asked to develop verification system,
Treaty itself could be short: a few pages of
basic principles

Verification could foliow an IAEA model
agreement, which could be approved by CD
before the FM{C)T is concluded

Extensive use of existing IAEA provisions
would facilitate negetiation, minimize
discriminatory status

Implementation sooner, less gxpensive

FM(C)T / IAEA Agreements for full-
scope safeguards States

» Require INFCIRC/153 comprehensive

safeguards + full INFCIRC/540 protocol

» Additional requirements? FM{C)T Protocol ?

» Challenge Inspections {If for the other
States?)

v'Other fissile materials

v Proliferation resistance / physical
protection

v Conferance of States Parties
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Option 1: FM(C)T / IAEA Agreements for|
the (8) States having fissile material
not subject to IAEA safeguards

« Fuli proyisions of INFCIRC/153 + 540, plus

« FM{C)T Protocol reguirements: As for full-
scope safeguards States, plus

+ provisions for suspended implementation of
some of the 153/540 provisions on materials
7 facilities subject to national security;

» provisions for phasing out suspensions

Option 2: FM(C)T / 1AEA Agreements for
the (8) States having fissile material
not subject to IAEA safeguards

« New verification agreement adopting
relevant provisions of INFCIRCH 53 + 540,
plus

« FM(C)T Protocol requirements: As for
full-scope safeguards States

" FM(C)T: Option 1: Verification by -

 New Organization (NotIAEA).

« A discriminatory regime could be created
vis & vis NNWS

« Arrangement could undermine NPT
safeguards system

« Could lead to duplicate inspections in
facilities subject to IAEA safeguards in
eight States (also in NNWS?)

» Expensive: new organization requires
infrastructure, support

. Extended, complex CD negotiation

Verification Costs. -

Costs: Depend on:

« decisions to be made by CD and

« infarmation to be provided by States on
facilities that would be subject to inspection

« future status of facilities and ramping up
pricrities

Figure about the same as for JAEA safeguards
in non-nuclear weapon States — on the order
of $100M per year

The idea of an FM(C)T is old.
Could negotiations begin now?

-

| Could contemporary events make it
possible to complete the FM(C)T?

» Most of the eight States have apparently
stopped and the others might soon be ready
to stop production of fissile materials

« Russia and the United States already have a
bilateral “Plutonium Production Reactor
Agreement” which stops Pu production in the
two States andincludes reciprocal
inspections
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Contemporary events ...

+ (3B Giobal Partnership against the spread of
weapons and materials of mass destruction

« Cuba announced it will sign NPT and ratify
Tiatelolco. It will accept a comprehensive
IAEA safeguards agreement, leaving only
China, France, india, Israel, Pakistan, Russia,
the United Kingdom and the United States
with unsafeguarded fissile material

« Progress towards G8 financing of Russian
disposition of nuctear weapon plutonium

Contemporary events ...

» The Trilateral Initiative conclusion: concepts
and technologies developed could allow for
JAEA verification of any form of weapon-
origin fissile material without divulging
sensitive information

Progress io strengthen and extend the
Convention on the Physical Protection of
Nuclear Material

‘Contemporary events ...

» Global warming and increasing reliance
on nuclear power, including
“nrojiferation-resistance and physical
protection” features comprising
technical, institutional and verification
measures

» Generation IV International R&D on six
advanced nuclear energy systems, with
Pu

“The FM(C)T could:" -

» Be a significant step towards nuclear
disarmament, faciiitating further steps

« Prevent future nuclear arms race and
encourage progress towards disarmament

» Reinforce NNWS commitments, preserve
integrity/durabitity of non-proliferation
regime

» Rationalize nuclear commoerce

= Reduce risks of proliferation & nuclear
terrorism
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Biographical Information
Thomaus E. Shea, PhD

Thomas E. Shea is Head of the Trilateral Initiative Office in the Department of Safeguards at the
International Atomic Energy Agency, responsible for program development and implementation
activities associated with a possible new verification role for the IAEA: weapon-origin and other
fissile material released from mulitary applications.

Tom Shea is an American. He was awarded a Special Fellowship from the United States
Atomic Energy Commission, and received his Master of Science in Nuclear Engineering and his
Doctor of Philosophy in Nuclear Science from Rensselaer Polytechnic Institute.

During his 22 years at the International Atomic Energy Agency, he helped to establish the basic
safeguards implementation parameters and defined safeguards approaches for many complex
nuclear facilities. He headed a section of inspectors for 11 years, and was responsible for
safeguards implementation in Japan, India, Taiwan, Australia, and Indonesia. He established the
Project Office for the JNFL. Rokkasho Reprocessing Facility, and successfully headed a
Tripartite Project with the Russian Federation and the People’s Republic of China, regarding
safeguards at centrifuge enrichment plants equipped with Russian-centrifuges.

For over 20 years, Shea has held a deep interest in establishing international verification

measures related to nuclear disarmament. He was named to a UN Security Council Panel on

disarmament in Iraq, carried out an IAEA investigation of the technical requirements for the

verification of the Comprehensive Nuclear Test Ban Treaty, and headed the IAEA Secretariat
- Working Group on the verification of a fissile material production cut-off treaty.

Shea has taken an active role in IAEA activities related to proliferation-resistant reactors, in both
the U.S. Generation IV program, and the JAEA International Innovative Reactors Project.

Shea is a Fellow of the Institute of Nuclear Materials Management.

He retired from the IAEA at the end of January 2002, and since then has been a consultant to the
US Department of Energy Pacific Northwest National Laboratory, working as an expert in the
TAEA, continuing his earlier duties.




