Siataicten Byutoin Wpt In United States Department of State

Washington, D.C. 20520

August 31, 2018

Case No.: F-2018-00133
Segment: S/ES-0001, S/ES-0002,
S/ES-0003, EB-0001

Mr. William F. Marshall
Judicial Watch

Dear Mr. Marshall:

In response to your request dated December 22, 2017 under the Freedom of Information Act (the
“FOIA™), S U.S.C. § 552, the Department of State retrieved three records responsive to your
request. After reviewing these documents, we have determined that two may be released in full
and one must be withheld in full.

An enclosure explains the FOIA exemptions and other grounds for withholding material. The
one document denied in full was withheld under FOIA Exemptions 3 and 5,5 U.S.C. §§
552(b)(3) and (b)(5). All non-exempt material that is reasonably segregable from exempt
material has been released in the enclosed pages.

The processing of your request is ongoing. If you have any questions, your attorney may contact
Joshua Kolsky, Assistant U.S. Attorney, at Joshua. Kolsky@usdoj.gov. Please refer to the
request case number, F-2018-00133, and the civil action number, 18-cv-00722, in all
correspondence about this request.

Sincerely,

e

Eric F. Stein, Director
Office of Information Programs and Services

Enclosures: As stated.
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Obtained by Judicial Watch, Inc.

The Freedeom of Information Act (5 USC 552)

FOIA Exemplions

Informatiom specifically authorized by an executive order 1o be kent secret in the inferest of
national defense or foreign policy. Executive Order 13526 includes the following
classification cateporics:

1.4{(a) Military plans, systems, or operations

1.4(b) Toreipn government information

1.4(c) Intelligence activities, sources or methods, or cryptology

1.4(d) Foreign relations or {oreign activities of the US, including confidential sources

1.4(e) Scientific, technological, or cconomic matters relating to national security,
including defense against transnational terrorism

1.4(1) U.5. Governmen{ programs for safeguarding nuclear materials or facilities

1.4(g) Vulnemabilities or capabilities of systems, installations, infrastructures, projects,
plans, or protection services relating to US national security, including defense
against {ransnational terrorism

1.4(h) Weapons of mass destruction

Related solely to the intemal personnel rules and practices of an agency

Specifically exempted from disclosure by statute (other than 5 USC 552), {or example:

ARMSEXTD Arms Export Control Act, 50a USC 241 1(c)

CIA PERS/ORG Central Intellipence Agency Act of 1949, 50 USC 403(p)
EXPORT CONTROL  Export Administration Actof 1979, 50 USC App. Sec. 2411(c)
FS ACT Foreign Service Act of 1980, 22 1USC 4004

INA Immigration and Nationality Act, 8 USC 1202(f), Sec. 22({)
IRAN Iran Claims Settlement Act, Public Law 99-99, Sec. 505

Trade secrets and confidential commercial or financial information

Interagency or intra-agency communications forming part of the deliberative process,
attorney-client privilege, or atiomey work product

Personal privacy infonmation

Law enforcement information whose disclosure would:
(A) interfere with enforcement proceedings
{B) deprive a person of a fair trial
(C) constitute an unwarranted invasion of personal privacy
(D) disclose confidential sources
{E) disclose investigation technigues
(F) endanger life or physical safety of an individual

Prepared by or for 2 government agency regulating or supervising financial institations

Geological and geophysical information and data, including maps, concerning wells

Other Grounds for Withholdiug

Material not responsive to a FOIA request excised with the agreement of the requester
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The Honerabic Timothy F. Geithrer
Secretary
118, Depsrtment of the Treasury
Cheirman, Commitiee on Foreign fnvestment in the United Siates
Yo Mr, &lmen Mix
Director, Office of Investment Security and Staff Chairpeyson, CFEUS
1500 Pennsylvania Avense, N.W., Room 5221
Washingion, 1.C. 28220

Dieay Mz, Secretary,

We gre walting (o express our great concerns regerding the pending sale of 2 uranium
processing facility opevaied by Uranidn Ohe USA tu Atotmedmetzoloto, the mining srm
of Rosatom, the Russian government ageney that oversess Husain’s nutlear industey, We
believe that this transaction could threaten to impair the national seeusity of the Unlted
Srates and respectfully wrge the Committos 1w recommend the President block this

f transaction of postpons any action uotil the CFIUS has carefufly evaluated the concerns
E outiined below and the separate Congressional review on the U.8.-Russia nuclear
i cooperation agroement has been completed,

On August 31, 2030, the prrties sanotnced that the ARMYZ Uranium Holding Co. had
purchased & contrelling 31 percent interest shave in Urantum One, Inc. Uranium One
LUSA, the American subsidiary of Urandn One, Ine., epetates & wraning mrocessing
faciity In Wyaming The sale could veportedly give Russia conlrol of about 20 percent of
U8, uranium extuction capacity.

ARMZ iz the successor 1o the world's larpest vranium producer built by the Sovier
Union, ARMYZ i the primary supplier of vranium feedstock o the Russian nuclear
industry. ARMZ s whotly owned by Rosator, which accounts for one-ifth of the new
regctors under consirnction werldwide und 17 percent of global naclear fuel febrivation.

Rosatons's speeific activities — and the context within which it operastes in Russia —
shoukd raise very sertous conceins for United Startes aations] secority interests.

UNCLASSIFIED U.S. Department of State Case No. F-2018-00133 Doc No. C06620967 Date: 08/30/2018
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HRosatom is a sigte-owned epiity, overseen by & goversanent that has shown litle if any
inclination to effoctively address the widespread and continuing conruption within Russle,
particaiarly ils cnergy scotor.

Moreover, Resatom has been siigaged in a series of on-going and potentisd civilisn
suciear activities that showld raise red Bags 1o the cousideration of the purchuse of
Uraniam One by the Rosatom subsidiary ARMZ:

Russia's Rosslom traincd Iranian scientists and designed and bailt han's Bushehr nuckear
power piant, which became operational in August, 2010, Russia now supplhies this nuciesr
plant 21 Bushehy with enviched-wraniom fieliods end then i3 to vemeve the spent fust
rods that could othenvise b used to meke weapons-grade nhsordun.

in 2007, Rosatom sigred an agreement o help bulid nuclear facilities in Burma and train
Burmese sciontists, despite U8 voncerns gbout the Burmese regime, A State Departinent
spokesman at the thne said the following with regard 1o that agreement: “We would be
concerned sbowt the possibifty Ror secidents, for environmental damage, or o

groliforation simply by the possibility of fuel being diverted, stolen or otherwise

removed.”

{Iespite criticism by envirorenenial and aoaproliferation experts, Rosator has launched a
program o buaild wnd sell Soating muclear poveer plants to countries wround the world,
with Httle demonstrated futent ov capability. to profect those floating resctors from sitack
ar thedt of nacleer materiale or fom aceidents that could have devastating rod
widesprezd mpact. With regard o prolifergtion, some observers ave concgrned over the
wassibility that, by opersling sueh & floating reavtor far from Hs soll) & host nation might
be able to bypass the proliferation guidelines of the Muclesr Suppliers Group and the
Internationat Atontie Energy Agency.

it is our understsnding that the UR Department of State itself has this yesr wained that the
expansion of Russia in the avea of nuclear ensrgy could involve the appecrance of new
danger zones in the workd,

Fuather, in a 2007 report on nuclear nonproliferation, the General Accounting Office
noted tha despite the VS Department of Energy™s provision of access by Russiap
officisls to senstiive mackesy sites in tha United States, Rosatom “denied [GAO 8T recuest
for aveess (o fapilities.. fand} denied DOE proposals for upgrading the sites including
Proposeis with less intrusive access reguitements, and informed DOE thas itis not
interested I pursuing [Materiale Protection, Control and Accounting] MPCEA
coeperation at these sites.”

Russian entities are of peeticudar concer with regaed o foreign vontrof of 1.8, nuclesr-
related asses.

Since 1998, at jeast 19 difforent Russian entities bave been placed under proliferstion-
related sanctions on over 28 different occasions. Indeed, a 2009 report by the Director of

3
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Nationa! Intelligence to Congress stated thet Russing entitles confinue to selt techuplogies
snd componenis in the Middle Fast.and South Asia that are dual use and could support
WMD and missile programs, Additicnally, the Depariment of Coramercs Hsis sight
Russian entities subject 1o Hoense recuirerents for prohiferation-related end-use ar end-
user contioks, five of which are under “presumption of denial”

In addition to the Bushely nuclear plant, Russia bas also indicated its intersst in building
further nuclear redetora in fran. This cooperation Has caused grost distress that #t conld
advance bran's nuclear ambitions, be it through the extraction of weapons-grads
shatonium from the reactor or the use of Bushehy {and any fiwre additions! reactors) as &
cover for the prohibited transfer of other sersitive technology. ¥t has alse undermined
longstanding effous to campel Iran 1o abandon its pursult of puclear weapons,

Aldthough Uranism One USA officials are reportedly skepticat that the fransaction would
result in the transfer of any mined wranium to frag, we rgmain concerned that fran ooald
reneive urachum supplics theotigh direct or secondsry moliferation,

However, the potential threat to U.S. security interests posed by fhe propossd transection
involving ARMZ {Rosarom) is not imited to lran,

Hv May of this year, Russian Prestdent Donitrl Medvedey and Syrian leader Baghar al
Assad announced they were discussing future Russla-8yria nuciear cosperation.

Mosths later, in & repart issued in September, the Intemational Atomie Erergy Agency
{1AFA) stated that Syria continues to block its inspection of the nuclear facility destrayed
by an Isvach airstrike in 2007 that had been built by Novth Kovea for use in Syrin's
vuclear weapons program. Russia's cagerness to begin nuclear cooperation with Syria in
thess sircumstances can only be seen in Damascns as sirong backing for its nuclesr
ambitions, which is similar to the support Russia has given to Imu's nuckesy program,
The facilities, matertals, technology, and expertise thet could be provided io By, even
for ¢ "pescelul® program, would likely be used for 2 repewed weapons progam,
regardless of any assurances the Russians might provide. Russa’s support for Syrin’s
npuctear ambitions raises partieniar proliforation concerns given Syrie's status 2s 2 country
of proliferation convern &nd a state sponstr of terrorism,

These s just a fow of the nations! security conterns that have prompted strong
opposition o the proposed 1.8, -Russia fiweiear coeperation agreement {123 Agreement)
now under constderation by Congress, The agreenent cannot be detended on its merits.
Both, the Bash and {fbarma sdministzations, have been unable 1o certify that Russian
officials, individuals, and orgenizelions are not sl essisting fran's nuclear program, 2s
has pecarred on many occasions over the past two decades. That agreement bas vet to be
appraved e may need o be taker up again in the nest Copgress, where i iy {Hkely o be
subjected to much greater seoitiny and potential corrective aciion.
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We beliove the ake-over of essential U3 nuciear resources by a govemment-owned
flussian agenoy, as would pecur under the proposed transaction, would ot zdvanee the
national security and infevests of the United States. We urge the Commitiee to
receimmend the President hlogk this trenssction. In the alternative, we ask the Commitice
to consider postponing any activn on the transaction involving Uranium One, Inc. and
ABMZ antl! the Congressivnal review on the U8 -Russia nucloar conperation agreement
has been comypletad,

We appreciate the opporfunily to share our views and concerns with you,

“

A7/ ,,
Xr’:.)I :f /"l./ / / : </ “’C“/ ‘
THEANA ROSAEHTINES )W

SENCER BACHUS
A Ranking Member
Committes on Poreign Affairs Commitice on Financipl Serdees

BIRE KNG Wj { 4iow
Rauking Membey : Renking Member
Cornraitice on Homeland Security Commistee on Anned Services
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News Release
January 14, 2013

Uranium One Enters into Definitive Agreement with ARMZ for Going Private
Transaction for CDN$2.86 per Share in Cash

Board Unanimously Recommends Transaction

Toronto, Ontario - Uranium One Inc. (“Uranium One” or the “Company”) today
announced that it has entered into a definitive agreement (the “Arrangement Agreement”)
with JSC Atomredmetzoloto and its affiliate, Effective Energy N.V., (collectively
“ARMZ”) under which the Company would be taken private pwsuant to a plan of
arrangement (the “Plan of Arrangement™). ARMZ and its affiliates currently own 51.4%
of the Uranium One common shares (“Common Shares™).

Under the Plan of Arrangement, ARMZ would acquire all of the Common Shares that
ARMYZ, and its affiliates do not already own for cash consideration of CDN$2.86 per
share. The cash consideration represents a 32% premium to the 20-day volume weighted
average price of the Common Shares on the Toronto Stock Exchange for the period
ending January 11, 2013. The transaction provides total consideration to minority
shareholders of approximately CDN$1.3 billion and implies an equity value for Uranium
One of approximately CDN$2.8 billion.

The Board of Directors of Uranium One has unanimously (with Messrs. Jivov, Sattler
and Yampolskiy abstaining) determined that the Plan of Arrangement is in the best
interests of Uranium One and is fair to its shareholders.

The determination of the Board was made upon the recommendation of a special
committee of independent directors (the “Independent Committee™), and after
consideration of the advice of legal and financial advisors to the Independent Committee
and the Company.

Ken Williamson, Chairman of the Independent Committee stated “This proposal
represents a significant premium to the 20 day volume weighted average price of the
Common Shares prior to today’s announcement. We recommend that shareholders vote
in favour of the Plan of Arrangement at the special meeting of shareholders that will be
called to approve the transaction.”

Bay Adelaide Centre « Suite 1710, Box 23
Toronto » ON » CANADA » MSH 2R2

TRX ifH 38 uins
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Canaccord Genuity Corp., which is acting as financial advisor to the Independent
Commiittee, has provided an opinion to the effect that, as of the date of the opinion and
based upon and subject to the limitations and qualifications therein, the consideration to
be received for the Common Shares is fair, from a financial point of view, to the holders
of the common shares (other than ARMZ and its affiliates). GMP Securities L.P. has
prepared and delivered a tormal valuation of the Common Shares under the supervision
of the Independent Committee as contemplated hy Multilateral Instrument 61-101 —
Protection of Minority Security Holders in Special Transactions (“MI 61-1017). GMP
Securities L.P. concluded that, subject to the assumptions, qualitications and limitations
provided in the forinal valuation, that the fair market value of a Uranium One common
share is in the range of US$2.66 to US$3.21 (equivalent to CDN$2.62 to CDN$3.16
using Friday’s closing exchange rate of 1.0154) as at the date of the formal valuation.

“Despite the uranium industry’s currently challenging outlook, ARMZ, will continue with
its strategy of developing Uranium One into the leading global wranium producer, which

was the basis of our original investment in the Company,” said Vadim Jivov, Chairman
of the Board of ARMZ.

The implementation of the Plan of Arrangement will be subject to approval by the
holders of the atfected securities at a special meeting (the “Special Meeting™) expected to
be held in March 2013. As the transaction will constitute a “business combination” for
the purposes of MI 61-101, the implementation of the Plan of Arrangement will be
subject to approval by a majority of the votes cast by shareholders other than ARMZ and
its affiliates, in addition to approval by 66%3% of the votes cast by holders of Common
Shares. The transaction also will be subject to applicable regulatory approvals and
certain closing conditions customary in transactions of this nature.

The Arrangement Agreement provides for, among other things, a non-solicitation
covenant on the part of Uranium One (subject to customary fiduciary out provisions).
The Arrangement Agreement also provides ARMZ with a “right to match™ and requires
the Company to pay a termination fee equal to CDN$45 million in certain circumstances.
All of the directors and senior officers of Uranium One have entered into voting
agreements pursuant to which, among other things, they have agreed to vote their
Common Shares in favour of the Plan of Arrangement.

The terms and conditions of the proposed transaction will be disclosed in an information
circular that will be mailed in February 2013 to the securitvholders of Uranium One that
will be entitled to vote at the Special Meeting, It is anticipated that the transaction, if
approved by Uranium One securityholders and the Court, will be completed in the second
quarter of 2013,

Within 30 days of completion of the transaction, Uranium One will make an offer to

purchase the $259,985,000 aggregate principal amount of 7. 5% (re-set to 5%) convertible
unsecured subordinated debentures due March 13, 2015 (the “Debentures™) as prescribed

UNCLASSIFIED U.S, Department of State Case Ne. F-2018-00133 Do¢ No. C06620992 Date: 08/30/2018
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by the terms of the Debentures. The completion of the transaction is not dependent on
any approval trom the Debenture holders or the aceeptance of the offer to purchase.

Goodmans LLP and Cassels Brock & Blackwell LLP are acting as legal counsel to
Uranium One and the Independent Committee, respectively. BMO Capital Markets is
acting as financial advisor, and Stikeman Elliott LLP is acting as legal counsel, to
ARMYZ.

Uranium One has engaged Kingsdale Shareholder Services Inc. as its proxy solicitation
agent.

Copies of the Arrangement Agreement, the information circular for the Special Meeting
and certain related documents will be filed with Canadian securities regulators and will
be available on the Canadian SEDAR website at www.sedar.com.

About Uranium One

Uranium One is one of the world’s largest publicly-traded uranium producers with a
globally diversified portfolio of assets located in Kazakhstan, the United States, Australia
and Tanzama. ARMZ, and its affiliates currently are Uranium One’s largest shareholder,
owning approximately 492.2 million (approximately 51.4% of the outstanding) common
shares of Uranium One.

For further information, please contact:

Chris Sattler
Chief Executive Officer

Cantionary Statement

Neo stock exchange, securities commission or other regulatory authority has approved or di sapproved the information contained
hereain.

Investors are advised to refer fo independent technical reports containing detailed information with respect to the meaterial
properties of Uranium One. These techwical reports ave available wnder the profile of Uranitim One Inc. @ www. sedar com. Those
technical reports provide the date of each resource or reserve estimate, details of the key assumptions, methods and pavameters used
in the estimages. details of quantity and grade or quality of each resource or reserve and a generdd discussion of the extent to which
the estimate may be materially affected by any known environmental, permitting, legal, tavation, socie peliticad, marketing or other
relevant issues The technical reports alse provide informetion with respect to data verification in the estimation.

Forward-looking statement s:

This press release contains “forwardlooking statements™ within the meaning of applicable securities laws that ave intended 1o be
covered by the safe havbours created by these lews including statements that use forward looking terminelogy such as “may”,
“will * “expect”, “anticipate”, “believe”, “continue™, “potential . or the negative thereof or other variations thereof or comparable
terminology. Such forward-looking statements may include, without limitation. statements regarding the completion of the proposed
transaction and other satements that are not historical facts While such forward-looking statements are expressed by Uranium One,
as stated in this release, in good faith and believed by Uranium One to have a reasonable basis they ave subject to important risks
and uncerainties including, withouwt [limitation, approval of applicable governmental authorities, requived Uranium One
securityholder approval and necessary Court approvals, the saiigfaction or waiver of certain other conditions contemplated by the

UNCLASSIFIED U.S. Department of State Case Ne. F-2018-00133 Doc No. C06620992 Date: 08/30/2018
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Arrangement Agreement, and changes in applicable laws or regulations, which could cause actual results to differ materially from
Suture results expressed, projected or implied by the forward-looking statements As a result of these risks and uncertainties, the
proposed transaction could be modified restructured or not be completed, and the results or events predicted in these forward-
looking statements mav differ materially from actual resuits ov events These forward-looking statements are not guaramtees of future
performance, given that they involve visks and uncentainties. Uranium One is not affirming or adopting any statements made by any
other person in vespect of the proposed transaction and expressly disclaims any intention or obligation to update or revise any
Jorward-looking statements, whether as a vesult of new information, future events or otherwise, exeept in accordmice with applicable
securities o 1o comment on expectations of or statements made by any other person in respect of the proposed transaction. Investors
should not assume that any lack of update to a previously issued forward-looking statement constitutes a reaffirmation of that
statement Reliance on forwardiooking statements is af investors' own risk.

For further information about Uranitm One, please visit www.uraninml.com.

UNCLASSIFIED U.S. Department of State Case No. F-2018-00133 Doc No. C068620992 Date: 08/30/2018



e United States Department of State

Washington, D.C. 20520

September 27, 2018

Case No.: F-2018-00133
Segment: EB-0002

Mr. William I'. Marshall
Judicial Watch

Dear Mr. Marshall:

[ refer to our letter dated August 31, 2018 regarding the release of certain Department of State
material under the Freedom of Information Act (the “FOIA™), 5 U.S.C. § 552. The processing of
records is ongoing and has, thus far, yielded an additional 54 records responsive to your request.
After reviewing these documents, we have determined that 1 may be released in full and 53 must
be withheld in full.

An enclosure explains the FOIA exemptions and other grounds for withholding material, The
documents denied in full were withheld under FOIA Exemptions1, 3,and 5,5 U.S.C. §§
552(b )(1), (b)(3), and (b )(5). All non-exempt information that is reasonably segregable from
the exempt information has been released. All released material is enclosed.

The processing of your request is ongoing. If you have any questions, your attorney may contact
Joshua Kolsky, Assistant U.S. Attorney. Please refer to the request case number, F-2018-00133,
and the civil action number, 1 8-cv-00722, in all correspondence about this request.

Sincerely,

Qo Gl s

Susan C. Weetman
Chief, Programs and Policies Division
Office of Information Programs and Services

Enclosures: As stated.
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Obtained by Judicial Watch, Inc.

The Freedeom of Information Act (5 USC 552)

FOIA Exemplions

Informatiom specifically authorized by an executive order 1o be kent secret in the inferest of
national defense or foreign policy. Executive Order 13526 includes the following
classification cateporics:

1.4{(a) Military plans, systems, or operations

1.4(b) Toreipn government information

1.4(c) Intelligence activities, sources or methods, or cryptology

1.4(d) Foreign relations or {oreign activities of the US, including confidential sources

1.4(e) Scientific, technological, or cconomic matters relating to national security,
including defense against transnational terrorism

1.4(1) U.5. Governmen{ programs for safeguarding nuclear materials or facilities

1.4(g) Vulnemabilities or capabilities of systems, installations, infrastructures, projects,
plans, or protection services relating to US national security, including defense
against {ransnational terrorism

1.4(h) Weapons of mass destruction

Related solely to the intemal personnel rules and practices of an agency

Specifically exempted from disclosure by statute (other than 5 USC 552), {or example:

ARMSEXTD Arms Export Control Act, 50a USC 241 1(c)

CIA PERS/ORG Central Intellipence Agency Act of 1949, 50 USC 403(p)
EXPORT CONTROL  Export Administration Actof 1979, 50 USC App. Sec. 2411(c)
FS ACT Foreign Service Act of 1980, 22 1USC 4004

INA Immigration and Nationality Act, 8 USC 1202(f), Sec. 22({)
IRAN Iran Claims Settlement Act, Public Law 99-99, Sec. 505

Trade secrets and confidential commercial or financial information

Interagency or intra-agency communications forming part of the deliberative process,
attorney-client privilege, or atiomey work product

Personal privacy infonmation

Law enforcement information whose disclosure would:
(A) interfere with enforcement proceedings
{B) deprive a person of a fair trial
(C) constitute an unwarranted invasion of personal privacy
(D) disclose confidential sources
{E) disclose investigation technigues
(F) endanger life or physical safety of an individual

Prepared by or for 2 government agency regulating or supervising financial institations

Geological and geophysical information and data, including maps, concerning wells

Other Grounds for Withholdiug

Material not responsive to a FOIA request excised with the agreement of the requester
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Sulby, Ari N </O=CLASSSTATE/OU=CBPC ADMINISTRATIVE

From: GROUP/CN=RECIPIENTS/CN=SULBY AN> RELEASE INFULL
Sent: Wednesday, September 16, 2015 5:25 PM

To: Vaddi, Pranay R ; Bair, James P, Padgett, Katherine

Ce: Final Memos for Concordance

Subject: 09035306.tif; 10013135.tif; 10149922.tif; Final Signed AM.pdf

Attach:

Pranay and Jamie

Attached are the final versions of all the memos for concordance.

Thanks,
Ari
This document is UNCLASSIFIED/ 26E883+when separated from SECRET//NOFORN attachment(s).
Sensitivity: Sensitive
Classification: SECRET//NOFORN
Classified By: A Sulby, FAO
Derived From: Documents
Declassify On: 2040/09/16
REVIEW AUTHORITY:

Carolee Heileman, Senior Reviewer

UNCLASSIFIED U.S. Department of State Case No. F-2018-00133 Doc No. C06620844 Date: 09/27/2018



Obtained by Judicial Watch, Inc. .
United States Department of State

Washington, D.C. 20520

October 31, 2018

Case No.: F-2018-00133
Segment: EB-0004

Mr. William F. Marshall
Judicial Watch

Dear Mr. Marshall:

[ refer to our letter dated September 27, 2018 regarding the release of certain Department of State
material under the Freedom of Information Act (the “FOIA™), 5 U.S.C. § 552. The processing of
records is ongoing and has, thus far, yielded an additional 18 records responsive to your request.

After reviewing these documents, we have determined that 5 may be released in full and 13 must
be withheld in full.

An enclosure explains the FOIA exemptions and other grounds for withholding material. The
documents denied in full were withheld under FOIA Exemptions 1, 3,and 5, 5 U.S.C. §§
S52(b)(1), (b)(3), and (b)(5). All non-exempt information that is reasonably segregable from the
exempt information has been released. All released material is enclosed.

The processing of your request is ongoing. If you have any questions, your attorney may contact
Joshua Kolsky, Assistant U.S. Attorney. Please refer to the request case number, F-2018-00133,
and the civil action number, 18-cv-00722, in all correspondence about this request.

Sincerely,

O Gl o

Susan C. Weetman
Chief, Programs and Policies Division
Office of Information Programs and Services

Enclosures: As stated.
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Obtained by Judicial Watch, Inc.

The Freedeom of Information Act (5 USC 552)

FOIA Exemplions

Informatiom specifically authorized by an executive order 1o be kent secret in the inferest of
national defense or foreign policy. Executive Order 13526 includes the following
classification cateporics:

1.4{(a) Military plans, systems, or operations

1.4(b) Toreipn government information

1.4(c) Intelligence activities, sources or methods, or cryptology

1.4(d) Foreign relations or {oreign activities of the US, including confidential sources

1.4(e) Scientific, technological, or cconomic matters relating to national security,
including defense against transnational terrorism

1.4(1) U.5. Governmen{ programs for safeguarding nuclear materials or facilities

1.4(g) Vulnemabilities or capabilities of systems, installations, infrastructures, projects,
plans, or protection services relating to US national security, including defense
against {ransnational terrorism

1.4(h) Weapons of mass destruction
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Specifically exempted from disclosure by statute (other than 5 USC 552), {or example:

ARMSEXTD Arms Export Control Act, 50a USC 241 1(c)

CIA PERS/ORG Central Intellipence Agency Act of 1949, 50 USC 403(p)
EXPORT CONTROL  Export Administration Actof 1979, 50 USC App. Sec. 2411(c)
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INA Immigration and Nationality Act, 8 USC 1202(f), Sec. 22({)
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Interagency or intra-agency communications forming part of the deliberative process,
attorney-client privilege, or atiomey work product

Personal privacy infonmation

Law enforcement information whose disclosure would:
(A) interfere with enforcement proceedings
{B) deprive a person of a fair trial
(C) constitute an unwarranted invasion of personal privacy
(D) disclose confidential sources
{E) disclose investigation technigues
(F) endanger life or physical safety of an individual

Prepared by or for 2 government agency regulating or supervising financial institations

Geological and geophysical information and data, including maps, concerning wells

Other Grounds for Withholdiug

Material not responsive to a FOIA request excised with the agreement of the requester
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From: Vaddi, Pranay R <VaddiPR(@state.sgov.gov> [RELEASE IN FULL
Sent: Thursday, September 17, 2015 11:57 AM
To: Drake, Jerry C
Ce: Thomas, Kenneth A ; Bair, James P ; Sulby, Ari N FW: Final Memos
for Concordance
Subject: 09035306.tif; 10013135.tif; 10149922.1if;, Final Signed AM. pdf
Attach:

Jer — checking on whether these are in the system yet, so we can take a look today. Thanks!

This document is UNCLASSIFIED//NOFORN when separated from SECRET/NOFORN attachment(s).

Sensitivity: Sensitive

Classification: SECRET//NOFORN

Classified By: A Sulby, FAO

Derived From: Derived from previous message in thread.
Declassify On: 2040/09/M17

From: Vaddi, Pranay R

Sent: Wednesday, September 16, 2015 6:26 PM
To: 'Drake, Jerry C'

Cc: Bair, James P; Thomas, Kenneth A; Sulby, Ari N
Subject: PW: Final Memos for Concordance

Jerry — can we get these into Concordance for review, with a link provided to myself and those in the CCline? We're
trying to finalize redactions on these for a review to take place on Friday, so would like to do the grunt work Thursday
(tomorrow). Thanks!

This document is UNCLASSIFIED//NOFORN when separated from SECRET/NOFORN attachment(s).

Sensitivity: Sensitive

Classification: SECRET//NOFORN

Classified By: A Sulby, FAO

Derived From: Derived from previous message in thread.
Declassify On: 2040/09/16

From: Sulby, Ari N

Sent: Wednesday, September 16, 2015 5:25 PM
To: Vaddi, Pranay R; Bair, James P

Cc: Padgett, Katherine

Subject: Final Memos for Concordance

Pranay and Jamie
Attached are the final versions of all the memos for concordance.
Thanks,

Ari
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This document is UNCLASSIFIED//NOFORN when separated from SECRET/NOFORN attachment(s).

Sensitivity: Sensitive
Classification: SECRET//NOFORN
Classified By: A Sulby, FAO
Derived From: Documents
Declassify On: 2040/09/16
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[RELEASE IN FULL

%

Longress of the Huiteh Siates
Whashingten, BC 20315

October S, 2080

The Honerable Timothy F. Geithnor
Secreiary
LLS. Department of the Treasury
Chairmen, Commitee on Forsign Investment in the United States
o Mr. &lmen Miy
Director, Office of investment Security and Staff Chalrperson, CFIUS

Diear Mz, Scoretary,

We are writing (o express our great concerns regerding the pending sale of 2 uranium
processing facility operaied by Uranium One USA 1o Atomredmeizoloto, the mining arm
of Rusatom, the Russian government agency thet oversees Russia’s nuclear industey, We
believe that this transaction could threaten to mpaly the national security of the Uniled
States and respectfully urge the Conunittes to recommend the President block this
transaction or postpone any action watil the CFEIS has carefully evaluated the concems
ontiingd below and the separate Congressional review onthe U.S.-Russia nuclear
cooperation sgreement has been compieted.

On Augast 31, 2010, the parties announced that the ARMZ Uranium Holding Co. had
purchased a sontredling 51 percent interest shere in Uranium Oune, Inc. Ulanium One
USA, the American subsidiary of Urantan Ose, Inc., operates & waninm processing
facility in Wyaming, The sale could reportedly glve Russia control of about 20 percent of
UL, wranium extuction capanity.

ARMZ is the successor 1o the world’s larpest vranium producer built by the Soviet
Union. ARMZ Is the primary supplier of uranitm feedstock (o the Russian nuclear
industry. ARMZ is whotlly owned by Rosatom, which accounts for one-fifth of the new
reactors undey consiruction werkdwide and 17 percent of global nuckear fuel fabrication.

Resatom's speeific activities — and the context within which it operates in Russia ~
should raise very sestous concemns for United Statos aatione! security interests,
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Hoszatom iy a slate-owned entity, overssen by & governyest that has shows Litlle Hany
inclination to effectively address the widespread and continuing corruption within Russi,
partiouiarly its cnergy seotor,

Moraover, Rosatom has boon engagedin a series of on-going and potentiad civilian
&

wacicar activities that should raiss rod Segs inthe cousideration of the purchuse of
Urandum Une by the Rosatom subsidiary ARMZ:

Russia's Rovatom trained Iranian sclentists and desipped and bailt han's Bushehr ouclear
powey phant, which became operational in August, 2010, Russia now supplies this nuciear
olant &t Bushehy with enriched-uraniom fael vods snd then is fo vemeve the spent fuek
roidls thet could otherwise be used w meke weapons-grade nislontum.

In 2007, fosatomn signed an apresment to bely buthd noclear fecilities in Burma and frain
Burmese sclentizts, despite U8, converns sbout the Burmess regime. A State Department
spokesman at the thne said the ollowing with regard 1o that agreement: “We would be
concerned sbout the possibility & accidenis, for environmenta! demeys, ur
profifzration sumply by the possibility of fuel being diverted, stolen or otheywise

removed,”

Bieapite criticism by environmental and aoapeofiferation experts, Rosator has faunched a
mrogram (o budld mnd sell Joating muclear poveer plants o counivios around the world,
with Iittle demonstrated imtend or sapability to prodees those fonting reautors from attack
o theft of nuclear materiale o from eceidents thet could have devastating sod
widespread trapact. With regard {o proliferation, some observers are cancerned over the
pessibility that, by operaiing such » fluating reastor far fram He-sail; = host aation might
beablo to bypass the proliferstion guidelines of the Nuclear Suppliers Droup and the
Intornational Atomic Energy Agency.

it is our understanding that the U8 Department of State itseif has this year wamed that the
expansion of Russia in the aves af nuclear energy could involve the sppserance of new
danger wones in the wogid,

Further, in g 2007 roport on nuclesy nonproliferation, the Genernl Accounting Office
noteid that despite the'lJB Departmesit of Energy’s provision of access by Russian
officials 1o sensitive mackeat sites in the United States, Rosstom “denied [QACY 6} rotuest
for aecess to fepilities. . and! denied DOE praposals for upprading the shos tncluding
proposais with tess intrusive access requirements, and informed DOE tha? it is not
iderested i puisuing {Mauterinls Protection, Control and Ascounting] MPCEA
canpesation af these sitey.”

Russian entities are of particulercoscern with regard o foreign nontrol o 1.8, nucledr-
elafed assets,

Bince 1998, ot lzast 19 difforent Rossian entities dave been placed under proliferalion-
related sanctions on over 20 differénr occasions. Indeed, 2 2009 report by the Director of
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Nationa! Intellipence 1o Congress stated that Ressian eutities continue to sell tschiwlogies
and componenss in the Middle Bast and Sowh Asis that are dual se and could support
; WMD and migsibe programs,  Additionalty, the Department of Commerce Hsis eight
Russian enfities subiect 1o Heerse recuirements for proldferation-related endqwie ar end-
: user continls, five of which ave ender “presumption of denis],”

in addition o the Buchehy nuclear plant, Russia bas also indicated s interpst in building
further nucltear reactora in fran. This cooperation bias caused great distress that it conid
advance Tyan's nucless ambitions, be it tirough e extraction of weaptng-grads
vlustorium from the resetor or the use of Bushebr (and ay fature additionad reactors) as a
cover for the prohibited transity of other sersitive technology. i has also undenmnined
longstanding el to canpel Iran 1 sbanden ity pursuit of suclear weapens,

Adthough Uraniurm One US4 officials are reportedly skeptical that the transaction would
result I the ransfer of any mined sraninm to frdn, we emain concerned that fan ogould
receive urashan supplics throngh direct or secondary moliferation.

However, the potential threat 10 U8, sscurity interasts posed by fhe proposed transaction
involving ARMZ (Rosarom} iz not limited tn fran.

inMay of this year, Russien President Dt Medvedey and Syrian leader Baghar a
Assad anncunced they were discuseing finure Russia-Byria nuclear coaperation.

Months later, in 2 report issued in September, the Intermational Atomic Energy Agency
(14 A) stated that Syria continues to block iis inspection of the nuclear facility destroyed
by an Tscach airstrike fn 2007 that had boen built by NMorth Kovea for use in Sysins
nuclear Weapons progrenm. Russia’s cagerness to begin nucleas cooperation with Syris in
these circumstances can oaly be seer n Damaseuy @8 srong backing for s nuclesr
snbitions, which fs similar o the support Russia has gives fo Itet's nuciesr program,
The facilities, materials, technolopy, and experiise that could be provided i By, even
for s “pencefui® program, woulé fikely he used fov 2 tenewed weapons program,
regardicss of any assurances the Bussians might provide. Russia’s support for Syrin’s
suclear embitions raises particniar preliferation concsims given Syrie's status'as a couniry
of proliferation concern and a stale spensur of fenorism,

These are just a fow of the natienal seeurity conteras thar kave prompted strong
oppesition fo the proposed U8 ~Russia quelisar cooperstion agreement {123 Agreermant)
aow yader cousideration by Conpgress, The agroement cannot be defended on it meriis.
Bath, the Bueh and (tbama sdmintstrations, have been uneble to certify that Ruysian
efficials, individuats, and organizelions ae not sl essisting ben's suclerr program, as
has eocarred o nany 000asions over the past WO Jdecades: That agreement kasyet {o be
approved and may need to be RKen up again in the next Copgress, where 1t is lilely jo be
subjected fo much greater sonitiny and potential porzeciive aciion.
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W belteve the take-over of essential U5, nuciear resoutees by 8 government-cwned
Rasvian aganey, ag would secur under the mroposed transaction, would not advanes the
national security and interests of the United Slates, We urge the Cammitiee to
recaivunend the Progident block this trepsdction. In the allernalive, we ask the Commitics
to consider postposing any aclion off the transaction invelving Useniune One, Ine. and
ABMZ ati] the Conpressions] review o the U.S.-Russianuclesr conpention sgreament

has been completed,

aie the ppporiunily to share our views and concerns with you,

We apprect

SHNCER BACHLS
Ranking Member

Commitics on Binanciz] Bervices

Ran}x,mg Mee‘ bm
Commiltes on Foreign Affairs

u_% (4
! iowarp ploekeoN

Ranking Member
Committes on Armed Services

Eﬁ}\\ 1!'3 Kf -'
Rasmmg Membe?
Corarpittes on Homeland Sceurity
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Russian Muclear Cooperation with Iran

The United States has received assurances from Russia at the highest levels
that 1s government would not tolerate cooperation with Iran in violation of its UN
Secarity Council oblipations, particularly those enumerated in UN Security
Council Resolutions (UNSCR) 1737, 1747, and 1803, Then-Russian President
Putin signed a decree on 28 November 2007 1o implement fully UNSCRs 1737 and
1747,

Russia’s nuclear cooperation with Iran dates back io the mid-1990s. 1
began during & time of great economic turmot! in Russia, gind was seen 4s 8
mechanism for bringing in much needed foreign currency. This cooperation is
focused on the construction of Unit 1 of the Bushehr Nuclear Power Plant (BNPP),
a 1,000 MW(e) light water power reactor. Construction of this reactor and an
identical reactor {Unit 2 first began in 1975, prior to the Islamic Revolution in
Tran, by the West German firm Kraftwerke Union (KWU}. However, work on the
praiect was halted when the franian revolution begern in 1979, During the 1980-
1988 iran-Irag War, both of the incomplete reactors were targeted by Iragi military
strikes and severely damaged.

At the end of the war, Iran solicited bids to repair and finish both reactors.
in 1993, Russia and fran signed an agreement worth approximarely S800 million,
according to press reports at the time, to complete the construction of the first unit
of the BNPP. Additional light water power reactors were also discussed, including
finishing the second umit of the BNPP, though only the first unit has been put to 2
contract.

Sinee the conclugion of the 1805 contract, the United States made s
cancerns with respect to the BNPP project kniown both publicly and privately to
the Russian Govemment. The United States also has stressed to the Russian
Government the 118, view that no discussion of new reactors at Bushehr should
comnmence unt] the intermational community’s concerns with respect to fran’s
nuclear program are satisfied. Those concems led the United States to inform
Russia that the United States would not be iy 2 position to negotiate or conchude an
Agreement for Cooperation in the Peacetul Uses of Nuclear Energy until the U.S.
and Russian positions on fran’s nuclear program converged. This view continued
in the early part of the Bush Admunistration, the policy of which was (0 press
Russia on steps that shonid be taken to reduce the inherent proliferation risk
presented by providing a nuclear reactor to Iran.
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inthat light, the United Blates advocated the establishiment of unigae
measures that wonld minimize the latent proliferation threat of this reactor.
Particular measures include: just-in-time detivery of fresh fuel 1o prevent the
stockpiling ofnuclear fuel at the reactor; and fresh fuel del tyery and spent fuel
take-back that beth elimvinate the necessity for Iran 10 possess the compiete nuclear
fuel cycle as well as ensure that spent fuel containing plutonium that conld be used
in nuclenr weapons spends the minimuwm necessary time in jran. Russia responded
positively to these views, z"zc}ud’ng hy incorporating the fresh fuel delivcry and
spent fuel take-back p‘”o‘mm}v i a Russtan-franian agreement of 28 February
2005, The United Siates also engaged Russia in 2 dialogue about the sateguards
system at the BNPP and on efforis to epsure that the risk of muclesr material
diversion ffom the plant is mitigated; to that end, the United States has sncouraged
Hussia to work with the IAEA and Irap to conclude 8 facility-specific safeguards
agre@mem{ Hed an “INFOIRC/6O” agreement) for the BNPP 50 a8 o have
something m place in the event ran makes good on iis socasional threas (o
withdraw from the NPT, A facility-specific safeguards agreement of this type
would provide a legal basis for safeguards in perpetuity at BNPP in that event,

The United States also expressed concern that the BNPP project could be
used by Iran o obtain equipment, matertals, and technology of ’“enous profiferation
significance under (Be gaise of this civil mse of nuciear energy. To that ond, we

ave stressed 10 Russia the importance of conducting comprehensive and thorough
reviews of any attempt o export anclear or dual-use technology 1o Iran to ensure
that the intended end user is legitimate and wili only vse the item in guestion in
activities that are not of pmhfemtion concern. The United States has echoed fhis
cali in its engagement with international partners worldwide. Inr eogmtzon of this
risk, the UN Security Council, through the adoption of UNSCRs 1737 in
December 2006 and then 1803 In March 2608, which were reaffinmed by
Resolution 1834 in September 2008, significantly restricted the transfer of NSG-
confrotied muckear and dual-use iiems to Iran.

Construction of the BNPP was to be completed in 2001, hut the deadiine has
been maved back several times as a result of the difficulty of acﬁammg the original
West German design and technology to meet Russian specifications; issues
between Russia and Iran, including financial issues between the Russian
contractors and the Iranian povemment; and third parly supply problems. in
September 20006, the Russian and rantan governments announced that they would

compleie the construction of the reactor i 2007 with the first core-load of reactor
fuael 1o be deliversd by March 2007 and the reactor coming on-ling in %ﬂzclnb@r
2007, In February and March of 2007, Russia noted that, due o Iran’s fallure t
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provide adeguate payment on the agreed-upﬂn schedule and 1o continued third
party supply problems, the first shupment of nuclear fuel would be delayed
indefinitely, however, Russia pledged its commitment to the project. After some
success m reselvmg both of these wssues, on Decersber 16, 2007 Russia began
shipping the first core-load of nuclear fuel 1o Bushehr, these shipments were
completed by the end of Japuary 2008, Within the cowtext of the steps taken by
Fussia to strengthen thenonproliferation measures associated with the Bushehr
reactor, the United States supporied Russia’s delivery of nuclear fuel to Bushehr a3
& clear dernonstration that fran does notneed to possess the full nuclear fuel cycle--
and, 1n particular, yranium enrichment «- in order © 2njoy the peaceful uses of
maclear gnergy. In late Febroary 2009, ban started reactor tests at BNPP using
simuiated fust rods made of lead instead of vranium. Sergey Kirlyenko stated that
the construction phase was over, and fran was starting on the pre-conunissioning
stage. In late March 2010, Kitivenko confirmed plans to fsunch the BNPP by late
in the surminer of this year,

Russia has alse supporied the IAEA s intense investigation info fran’s
nuctear program, nely émg by supporting the November 2009 Board of Governors
resotution condermming Iran’s construction of an illicit enrichiment facility near
{Qom 1 violation of its obligations uader UN Security Council Resolutions 1o
suspend 21l enrichment-related activities; increasing piessure on Tehran fo comply
with its obligatons, ncluding ttwough the adoption of UN Security Counci!
Resclutions 1896 {}u&y 2006), 1737 {Dﬁcemmr 20063, 1747 {March 2007), 1803
(March 2008}, and 1833 {September 2008} with three imposing Chapler VI
sanctions; and the offers in Jung 2006 and June 2008 10 Tehran 1w entice the regime
to suspend it profiferasion sensitive nuclear activities and engage i negotiations
on the Tuture of its nuclear program.

in June 2009, the Tranian government requested the FAFA’S assisiance in
providing fuel for the Tehran Research Reactor (TRR) so that it could continue the
operation of the reactor to produce medical isotopes bheyond the depletion of its
fuet supply, which Iran said would be at the end of 2010, The JAEA, in
copsultalion with the United States and Russian governments (among others),
developed a proposal to respond positively to Tran’s reguest, while recognizing that
iran remains in violation of its intornationa! obligations under UN SCRs, the IAEA,
and the NPT,

in hght of Russia’s demonstirated willingness, as outlined shove, 10 work
together with the United States and other nations to seek a resolution of the issues
raised by Iran’s nuclesr program, the United States entered inte negotiations with
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Russia in Cetober 2006 on the U.S.-Russia agreement for peaceful nucizar
cooperation t which this NPADS relates. Negotiations were essentially completed
in Aprd] 2007, A Nuclear Proliferation Assessment Statement and classified annex
{2008 NPAS™) were prepared and submitted to the President with a
recommendatdon that he approve the Agreement and authorize ifs execution,
detarmine that the perfonmance of the proposed Agreement will promote, and will
not constitute an unreasonable risk o, the commen defense and security, The
Agreement was appraved and s execution authorized by Prestdential
Determination 2008-19 (May 5, 200K), and the Agreement was signed on May 6,
2008, Un May 13, 2008, President Bush transmitied the Agrecment to Congress
for review, together with the Nuclear Proliferation Assessment Statement and
classified annex. As noted above, on September 8, 2008, prior to the completion
of the review period of 20 continuocus session days, b sent 2 message 0 Congress
informing it that “in view of recent actions by the CGrovernment of the Russian
Federation incompatible with peacelul relations with is sovereign and democrate
aseighbor, Georgla,” he had defermined that his earlier determination {le.,
regarding performance of the Agreement) was no longer effective, He further
steted that if cireomstances should permit future reconsideration by Congress, 2
new determination would be made and the proposed Agreement resubmitted for
congressional review,

In May 2014, President Obama transimitted to Congress for review the text
of the Agreement signed in May2008. The United States and Russia have made
signiticant sccomplishments in our bilateral nonpretiferation refatonship over the
past 12 months, We also maintain that the level and scope of U 5.-Russia
coopsranion on fran were sufficient © justity re-subnutting the proposed
Agreement to Congress once again,
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From: Recinos, Helen

Sent: Tuesday, September 14, 2010 12:09:55 PM

To: Sulby, Ari N

Subject: RE: Additional Information on Russian Nuclear Cooperation with Iran: CFIUS Case 10-40

Thanks! | think of SMEs as small- and medium-size enterprises, butthat can’t be what you're talkingabout below.

From: Sulby, Ari N [RELEASE IN FULL

Sent: Tuesday, September 14, 2010 9:39 AM
To: Recinos, Helen
Subject: PW: Additional Information on Russian Nuclear Cooperation with Iran: CFIUS Case 10-40

Helen,

Wanted to make sure you saw this.

Let me know if you have any questions.
Thanks,

Ari

Arni Sulby

CFIUS Action Officer
EEB/IFD/OIA
202-647-9063

From: Sulby, Ari N

Sent: Monday, September 13, 2010 1:10 PM

To: 'Kotze, Joan'; Mir, Aimen

Cc: Reyazuddin, Zeba; Hicks, Gregory N

Subject: Additional Information on Russian Nuclear Cooperation with Iran: CFIUS Case 10-40

Joan,

Attached is additional information from our SME’s on Russian Nuclear Cooperation with Iran in regards to CFIUS Case
10-40.

Thank You,

Ari Sulby << File: Russian Nuclear Cooperation with Iran.docx >>

Ari Sulby

CFIUS Action Officer
EEB/IFD/OIA
202-647-S063
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[RELEASE IN FULL

NUCLEAR PROLIFERATION ASSESSMENT STATEMENT

Pursuant to Section 123 a. of the
Atomic Energy Act of 1954, as Amended,
With Respect to the Proposed Agreement Between the
Government of the United States of America and the
Government of the Russian Federation
For Cooperation in the Field of Peaceful Uses of Nuclear Energy

INTRODUCTION

This Nuclear Proliferation Assessment Statement (NPAS) relates to the
proposed Agreement Between the Government of the United States of America
and the Govemment of the Russian Federation for Cooperation in the Field of
Peaceful Uses of Nuclear Energy (the Agreement). The Agreement is being
submitted to the President jointly by the Secretary of State and Secretary of Energy
for his approval and authorization for signature.

Section 123 a..of the Atomic Energy Act, as amended (the Atomic Energy
Act or Act), provides that an NPAS be submitted by the Secretary of State to the
President on each new or amended agreement for cooperation concluded pursuant
to that section, Pursuant to section 123 a., the NPAS must analyze the consistency
of the text of the proposed agreemient with all the requirements of the Act, with
specific attention to whether the proposed agreement is-consistent with each of the
criteria set forth in that subsection, and address the adequacy of the safeguards and
other control mechanisms and the peaceful use assurances contained in the
agreement for cooperation to ensure that any assistance furnished thereunder will
not be used to further any military or nuclear explosive purpose.

With this statutory mandate in mind, this NPAS: (a) provides background
information on the Russian civil nuclear program, on the nonproliferation policies
of the Russian Federation including collaboration with the United States on
important nonproliferation initiatives, and on existing Russian civil nuclear
cooperation with the United States (Part I); (b) describes the nature and scope of
the cooperation contemplated in the proposed Agreement (Part IT); (c) reviews the
applicable substantive requirements of the Act and the Nuclear Non-Proliferation
Act of 1978 (NNPA) and details how they are met by the proposed Agreement
(Part III); and (d) sets forth the net assessment, conclusions, views, and
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UNCLASSIFIED
-3,
recommeridations of the Department of State-as contemplated by section 123 a. of
the Act (Part IV),

L Background on Russia’s Civil Nuclear Programy, Non-Proliferation
Policies and Practices, and Current Civil Nucléar Cooperation with the
- United States

The Nuclear Fuel Cycle in the Russian Federation

After the dissolution of the Soviet Union in Pecember 1991, the Russian
Federation (Russia) inherited 80 percent of the former Soviet Union nuclear
complex, which included both military and civilian-institutions and facilities. In
1992, the Ministry for Atoic Energy (MinAtom) succeeded the Soviet Ministry
of Atomlc Power and Industry. As aresultof government restructuring, MinAtom
became the Federal Atomic Energy Agency (FAEA, known as Rosatom)in 2004,
responsible. for all nuclear industry and aceountable directly to the President-
despite being stripped of its ministerial title,

On Decerber 3, 2007, President Putin signed the federal law o convert
Rosatom from a federal agency to 2 govemment«owneei gorporation. The new
corporation‘is responsible for both the civilian and defense nuclear programs, and
for the implementation. of government policy in the nuclear arena, On December
12, 2007, Sergei Kiriyenko was appointed the head of the new Rosatom

Corporation,

Rosatom is divided into several branches, including the primary technical
branches: Nuclear Weapons Complex; Nuclear Power; Nuclear Science and
Technology; and Nuclear-Safety. The Nuclear Weapons Comiplex is divided into
two primary divisions: Development and Testing, ahd Nuclear Weapons.
Production. The Developmentand Testing division includes two major design
centers — the All-Russian Scientific Research Institute for Experimental Physics in
Sarov and the All-Russian Scientific Research Institute. for Technical Physics i
Snezhinsk; five research institutes — the All-Russian Scientific Research Institiite
of Au_tomaucs in Moscow, the All-Russian Scientific Research Institute of
Measuring Systems in Nizhniy Novgorod, the All-Russian Scientific Research
Institute of Pulse Technoiogy in Moscow, the Design Bureau of Automotive
Transport Equipment in Mytishchi-7, Moscow, and the All-Russian Scientific
Research Istitute of Strategic Stability in Moscow; and Expedition No. 2 Novaya
Zemlya, a rmmng enterprise at the Ceniral Test Site on Novaya Zemlya in the
Arkhangelsk region.

UNCLASSIFIED

UNCLASSIFIED U.S. Department of State Case No, F-2018-00133 Doc No. C06621466 Date: 10/31/2018



C06621466U.S. Department of State Case Mg, E:2018:0173,Pog No. C08621466 Date: 10/31/2018

UNCLASSIFIED
.3.

The Nuclear Weapons Production division of Rosatom includes two nuclear
weapons production p’lants Elektrokhimpribor Combine in Lesnoy and the
Instrument-Making Plant in Trekhgomyy; a fissile material production site ~
Mayak Production Association in Chelyabinsk; and several component
manufacturing sites including the Utals Electromechanical Plant in Yekaterinburg,
the Sever Production Association in Novosibirsk, the Start Production Association
in Zarechnyy, and the Bazalt Company in the Saratov region. Russia has reduced
the overall number of sites that work on nuclear weapons manufacturing but has
continually maintained its technical, production, and test capabilities.

Russia’s civilian nuclear industry covers every stage of the nuclear fuel
cycle, including uranium mining, milling, conversion, enrichment; urastium and
mixed-oxide (MOX) fuel fabrication; spent fuel storage; reprocessing; and waste
management.

Rosatom is seeking to increase its uranium mining capacity, which was
limited after the break-up of the Soviet Union, Russia has reestablished
collaboration in this area with former Soviet states such as Kazakhstan,
Kyrgyzstan, Ukraine, and Uzbekistan. To further secure its access to uranium
reserves, Russia is pursuing cooperation with countries beyond the former Soviet
Union such as Ausi:rall a, Canada, South Aftica, Namlbla, and Brazil. The
Priargunsky Industrial Mining and Chemical Association in Russia currently mines
approximately 3,500 tons of wranium annually, Russia hopes to increase output of
its mines to 7,500 tons/year by 2020.

Russia possesses substantial recoverable resources of uranium, with
approximately 5 percent of the world’s reasonably-assured resources. Russia holds
a sizeable stockpile of low enriched uranium (LEU) and highly enriched uranium
(HEU)), which it relies upon to meet its domesti¢ and international needs in the

commercial nuclear power sector.

Russia operates fourenrichment plants totaling approximately 24 million kg
separative work units/vear, located in Novouralsk, Zelenogorsk, Angarsk, and
Seversk. The facilities at Novouralsk and Zelenogorsk service foreign demand for
enriched uranium. The Angarsk and Seversk facilities specialize in enrichment of
reprocessed uranium.

In 2006, Russia ﬁnnounced the creation of the International Uranium
Enrichment Center (IUEC), which will be a privately-held multi-national venture
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located at the Angarsk Electrochenmical Combine. Russia will maintain a majority
share of the TUEC. The center is intended to help Russia increase its market share
as a supplier of enriched urdnium and uranium entichment services to the ,
international nuclear market. Russia has stated that establishment of the [UEC will
reduce the risk of nuclear proliferation by allowing a limited number of countries
to ‘maintain control of the uranium enrichment services while making the facility
available to countries that need the enrichment capacity but without access to the
enrichment technology itself, The facility has been placed-on Russia’s list of
facilities eligible for International Atomic Energy Agency (IAEA}) safeguatds,

‘Nugclear fuel fabrication is carried out at two plants — Elektrostal and
Novosibirsk ~ with a combined capacity of 2,600 tons of heavy metal per year.
The plant at Elekirostal produces fuel assemblies for both Russian and European
reactors using fresh and recycled uranium and is the principal. exporter of fuel
assemblies. The plant at Novosibirsk produces fuel for the VVER-440 and -1000
reactors. Russia plans to upgrade fuel production capabilities and modernize some
of the lines and techniques. Upgrades worth $200M are planned from 2007-2015.

At the time of this NPAS, Russia was operating 31 civilian nuclear power
reactors with a total capacity of 21,743 megawatt electric. Until recently, it bad
also been operating three plutonium production réactors, two in Seversk and oneiin
Zheleznogorsk. However, one of the Seversk produetion reactors was shut down:
on April 20, 2008, and the other is scheduled to be shut down on June 5, 2008.
This will end production of up to one-half ton per year of weapon-grade plutonium
at each of the two reactors. The Agreement Between the Government of the
United States of America and the Government of the Russian Federation
Concerning Cooperation Regarding Phitonium Production Reactors, sighed at
Moscow September 23, 1997, as amended (PPRA) calls for the remaining
production reactor at Zheleznogorsk to cease operation by the end 0f2010.

Rosatom officials have publicly stated their intentjon to-increase total
domestic electricity generated by nuclear power from 16 percent to 23 - 25 percent
by 2030. To that end, Rosatom has announced its intention fo construct 10 new
nuclear power plants by 2015 with 42 new reactors to be completed by 2030.
Russia has said publicly that fast breeder reactors and MOX fuel will be the
foundation of its nuclear program from 2020-2022 and beyond. In addition, Russia
is focusing on floating reactors to provide power to remote regions.

Russia is also focused on extending the lifetime and improving the operation
of existing reactors with higher quality fuels and greater efficiency in operation.
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For example, in the case of the BN-600 fast breeder reactor currently operating at
Beloyarsk, improved efficiencies have stretched the period between refueling to as
much as 560 days. -

Russia continues to reprocess spent fuel from the three plutonium production
reactors at Seversk and Zheleznogorsk, The Mayak Production Association RT-1
facility was designed to reprocess up to 400 MT per year but currently opetates at
about a third of capacity. Reprocessing is cfitical {0 the Russian nuclear power
program because it provides reprocessed uranium and reactor-grade plutonium that
can be used in fast breeder reactors. Russiahas announced that it plans to build a
pilot scale fagility Tor reprocessing VVER-1000 spent nuclear fuel at
Zhelemogorsk and a full-scale reprocessing plant with up to 3,000 tans»’year in the
future.

Currently, an interim spent fuel storage facility is in operation in
Zhelemogorsk and it is being expanded to accommodate more material. The
Mining and Chemical Combiue in Zheleznogorsk may become a permanent
disposal site, as a dry storage facility'is being constructed there.

The potential co-location of a spent fuel storage facility and a reprocessing
plant in Zheleznogorsk could make it an attractive site for storage of foreign spent
fuel. Recently passed laws allow for the import of foreign spent fuel, but it is not
¢lear whether Russia intends to pursue this. InJuly 2006, Rosatom officials
declared that Russia would not irapoit foreign spent fuel other than the VVER-440
and VVER-1000spent nuclear fuel it currently receives from Ukraine, Bulgaria,
and other countries. The stated goal of the Russian govefnment to expand its
integrated nuclear services, however, may include acceptance of spent nuclear fiel
from Russian-supplied nuclear plants in the future. Russia plans to accept spent.
nuclear fuel from Iran if the Russian-built power reactor in Bushehr becomes

operational.

'Rgstmcturing. of Russia’s Nuclear Industry

‘Reform of Russia’s muclear industry began with the appointment of Sergey
Kiriyenko as Director of Rosatont in 2005, Upon his appointment, Kiriyenko
replaced officials in several important positions in an effort to implement
Rosatom’s goalsmore efficiently. In June 2006 President Putin approved and
signed the concept for the restructuring of Russia’s nuclear industry with the goals
of expanding both its domestic nuclear capacity and its export of nuclear power
reactors and services.
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The civilian nuclear program within Russia is being completely reoriented
consistent with Russia’s overall energy strategy. During 2006, & number of key
funding documents were developed and approved, Rosatom is undergoing a large
reorganizatioit to support the Russian governmetit plans to expand nuclear power
both domesticzlly and intérmationally, thereby establishing Russia as a-world leader
in the nuclear market. The budget for the total program is 1,471 billion rubles
(approximately $55.5 billion). Of this ﬁgure, about 674.8 billion rubles comes
froin the federal budget and the remainder is made up by the nuclear sector threugh
a variety of means.

A series of comprehensive laws and decrees has been proposed or passed
that are intended to increase state control and profitability of Russia’s nuclear
industry. President Putin has publicly stated a goal of completing the restruciuring
in2008. The speed with which such of the legislation has been introduced and
passed indicates that the reforms are a top pricrity for the government and have
broad support.

In October 2006, President Putin approved a program, “Development of
Nuclear Power Industry Complex in Russia for 2007-2010 and Further to 2015,”
that outlines the futare of Russia’s niiclear energy complex. The program provides
a comprehensive plan for investment in the Russian nuclear power industry, the
lifetime extension of current nuclear plants, and the construction of new nuclear
plants within Russia and abroad.

On January 24, 2007, the Russian legislature — the Tower and upp‘er houses
together — passed the b111 commonly referred to as the “Tunnel Law,” outlining the.
future legal changes that would be.necessary to achieve the overall restructuring of
the civil nuclear industry, as well as creating the legal basis for anew vertically--
integrated holding company ~ Atomnyy Energopromyshlcnnyy Kompleks,
popularly known as “Atomernergoprom” or "‘Atomprom, —thatwould act asa
management company bringing together the various entities involved in the
civilian nuclear sector.

The creation of Atomenergoprom is the cornerstone of the reform efforts; it
will control products-and services associated with every stage of the civil nuclear
fuel cycle, ranging from uranium mining to the construction and managemient of
nuclear power plants and reprocessing, The restructuring will also establish two
primary branches under Rosatom ~ the nuclear power branch, which will be open
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to international and industry standards, and the nuclear weapons branch, which will
maintain a closed defense posture.

On February 6, 2007, President Putin signed the restructuring bill, thereby
making it a federal law to allow private entities to own nuclear materials,
installations, and facilities. Of significance, the bill recognizes the rights of foreign
states to retain ownership over material processed in Russia. This change should
facilitate the operation of the Angarsk [UEC joint-venture between Russia,
‘Razakhstan, and other potential partner nations.

The law also will resulf in the conversion of 55 state owned institutes into
joint stock companies in which the Russian state owns the majority or all of the
stock. This changeissignificant and critical to implementing the nuclear power
program since it will allow Atomenergoprom and the associated businesses and
institutes to work as private companies while continuing under government
ownership. Inaddition, Russia is repurchasingcrifical industrial manufacturing.
companies within Russia to ensure the success of their nuclear expansion.

Finally, on 3 December 2007, President Putin signed the law establishing the
State Atomic Corporation Rosatom, which changes the current Federal Atomic
Energy Agency {alsocalled Rosatom) ifito-a corporation uniting all enterprises of
the Russian civilian and military nuclear industry. The State Corporation will
consist of civilian, military, research, and safety/waste management subdivisions.
The reform took effect in the first quarter of 2008.

This reform does not envision any structural changes for the nuclear
weapons complex. M. Kiriyenko has stated that the federal budgetis adding 60
billion rubles for nuclear armaments, and it may add an additional 38 billion rubles
to “military atomic industry development.”

In early February 2008, Mr. Kiriyenko was officially removed from his
position-heading the Rosatom Agency to take his position as the head of the
Rosatom State Corporation. A newly established joint stock company, JSC
Atomenergoprom, now controls commercial activities including nuclear power
generation, nuclear engineering, and:the front end of the fuel cycle. Rosatom
Corporation, a.successor of the Rosatom agency, retains conirol of defense related
work, nuclear science, the back end of the fuel eycle, and nuclear safety.

Federal accounting control for nuclear material and IAEA safeguards would
continue to be managed by Rosatom as a governtrent-owned corporation., To meet
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its domestic and international obligations for nuclear safety and security Rosatom
has established a Federal Target Program for Nuclear and Radiation Safety from
2008 through 2015, funded at approximately $5.5 billion. This funding will cover
environmental cleanup, decommissioning of faeilities, and spent nuclear fiel
reprocessing. Rosatom has established the impo¥tance of expanding its nuclear
materials control program as key to gaining international credibility for its nuclear
programs. Consistent with this goal, Rosatom has established a new branch or
department that will be responsible for its civilian and nuclear materials.

The “Turmel Law” calls for the separation of the civil and defense sectors of
the Russian nuclear complex and identifies the-enterprises that will become joint
stock companies under Atomenergopron. Fifteen facilities were excluded from
the restricturing due to their “strategic” value. These facilities, listed below, serve
critical roles in the design, testing, and manufacture of nuclear weapons within
Russia. Also listed below are six mixed civil-military facilities, portions of which
will need 1o be transferred to-military entities to facilitate the privatization of the
rematning civilian.components.

Strategic Facilities Prohibited from Privatization;

e N.L. Dukhov All-Russian Scientific Research Institute of Automatics
{VNIIA), Moscow

o Research Institute of Pulse Technique, {NIIT), Moscow

» Institute of Strategic Stability, Moscow

Design Bureau of Automonve Transport Equipment; Mytishchi, Moscow

Region

Ural Blectromechanical Plant, (UEMZ), Yekaterinburg.

Elektrokhimpribor Combine Plant, Lesnoy, Sverdlovsk Region.

Sever Industrial Association, Novosibirsk

All-Russian Scientific Research Institute of Measuring Systems (NITIS),

Nizhniy Novgorod |

o Russian Federal Nuclear Center—~ All-Russian Research Institute of
Experimental Physics (VNIIEF), Sarov, Nizhnty Novgorod Region

e “Start” Production Association, Zarechryy, Penza Region

» Bazalt Company, Raskov village, Saratov region

» Mayak Production Association, Qzersk, Chelyabinsk Region
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o Russian Federal Nuclear Center— E.I. Zababakhin All-Russian Scientific
Research Institute of Technical Physics (VNIITF); Snezhinsk,
Chelyabinsk Region

» Instrument Making Plant, Trekhgornyy, Chelyabinsk Region

o Expedition #2, Novaya Zemlya Island, Arkhangelsk Region

Mixed Civil-Militgry Facilities:

* Gicropress Experimental Demgn Bureau, Podolsk, Moscow Oblast

» Siberian Chemical Combine, SCC, Seversk, Tomsk Oblast

¢ N.A, Dollezhal Research and Developinent Institute of Power
Engineering, NIKIET, Moscow

¢ Bochvar All-Russian Scientific Research Institute for Inorganic
Materials, VNIINM, Moscow

¢ Krasnaya Zvezda (Red Star) State Enterprise, Moscow

¢ LI Afrikantov Experimental Design Bureau for Machine Building,
OKBM, Nizhniy Novgorod ‘

Details have not been made public on how Russia will separate the eivil and
nuclear’ facilities, partlcularly in relation to research centers, which have
historically perforimed work for both sectors, but the President will retain power to
determine which facilities reinain in the defense sector.

IAEA Safeguards in Russia

In February 1985, the Soviet Union signed a Voluntary Offer Agreement
with the TAEA regarding the application of safegnards in the Soviet Union. This
agreement is still in force between the Russian Federation and the IAEA. The
agreement gives the IAEA the right to apply safeguards on all source or special
fissionable material at peaceful nuclear facilities on 4 list provided by the Soviet
Union (now Russian Federation}, with g view to enabling the TAEA to verify that
such material is not withdrawn from those facilities while under safeguards, except

as provided for in the agreement.

As a nuclear weapons state, Russia is not required to place its nuclear
activities under IAEA safeguards. To date, Russia has offered to place-only somie
facilities — several power stations and nuclear research reactors, and the newly
created IUEC ~ onits list of designated facilities eligible for IAEA safeguards. To :
date, none has been selected by the IAEA for the application of safeguards. |
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In March 2000, Russia also signed with the IAEA an-Additional Protocol to
the safeguards agreement, which was ratified by the Russian State Duma and the
Federation Council in September 2007. It entered into force October 16, 2007.
Development of the Model Additional Protocol was initiated in response to the
discovery of Irag’s nuclear weapons program'in the early 1990s. Additional
Protocols are intended to ensure that no State has undeclared nuclear material or
activities, As is its right as a miclear-weapons state, Russia chose to conclude an.
Additional Protocol that is considerably more limited than the Model Additionai
Protocol,

Russia’s Nuclear Nonproliferation Policies and Practices

Russia is a Nuclear Weapon State Party to the Non-Proliferation Treaty
(NPT): It subscribes to the Zangger (NPT Exporters) Committee Guidelines,
which harmonize supplier implementation of the NPT requirement for the.
application of IAEA safeguards on nuclear exports to Non-Nuclear Weapon States,
and to the Nuclear Suppliers Group (NSG) Guidelities, which set foith guidelines
for the export of nuclear equipment, materials, and technology for peacefiil use to
be-followed by NSG members,

The Russian Federation is cooperating with the United States to promiofe a
number of important initiatives aimed at reducing the risk of nuelear proliferation
worldwide, Amongthese are the following;

» Russia is supporting the initiative known as Reliable Access to Nuclear Fuel
(RANF), to develop, in conjunetion with other major nuclear fuel suppliers
and the TAEA, an international mechanism whereby countries-that choose to
purchase-enriched uranium reactor fuel on thé initernational market inlieu of
developing enrichment and reprocessing capabilities of their own and that
adhere to agreed nuclear nonproliferation criteria would have rélisble access
to reactor fuel in the event of an unforeseen dlsruptlon in.commergial
arrangements,

¢ Russia and the United States issued a Joint Declaration on Nuclear Energy
and Nonproliferation in July 2007, in which Presidents Bush and Putin
stated their intention to work together and with others to develop a viable |
alternative to the acquisition of sensitive fuel eycle technologies. This
would be presented through the development of an attractive offer to
encourage pursyit of nuclear energy without indigenous nuclear fuel cycles,
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o Russia has created the IUEC, which the United States regards as potentially
an important element of RANF.

+ Russia has been working joinfly with the United States to develop LEU fuel
for use in U.S.» and Russian-designed research reactors in third countries
now using HEU fuel, as well as to repatriate fresh and spent HEU fuel from
U.S. - and Russian-designed research reactors. in third countries. In this
connection, the two countries collaborated on the delivery to Libya in
January 2006 of replacement Russian LEU fuel to Libya’s Russian-supplied
research reactor.

» Russia continues to eliminate large stocks of weapons-grade HEU undert the
1993 U.S.-Russia HEU Agreement, which will result in the down-blending
of 500 metric tons of HEU to low-enriched uraniuzm for use in U.S. ¢ivil
nuclear reactors.

e The United States and Russia are also making progress through the U.S.-
Russia Bratislava Initiative to accelerate security upgrades of Russian
nuclear materials and nuclear facilities.

e Under the Global Initiative to Combat Nuclear Terrorism, announced by
President Bushand President Putin on July 15, 2000, the two.countries are
working together to accelerate global cooperation in this area. The United
States and Russia co-chaired the first three meetings of the Global Initiative
partner nations in Rabat, Ankara, and Astana.

¢ Russia along with the United States, China, France, Gerniany, and the
United Kingdom (the “P5+1") extended a generous and historic offer in June
2006 to Iran to entice the reglme to suspend its proliferation sensitive
nuclear activities and engage in negotiations on the future of its nuclear
program. A core element of this offer was Russia’s proposal for an
enrichment consortium, based in Russia, in which Iran would have
ownership but no access to sensitive technology. Additionally, Russia has
voted in favor of four UN Secunty Council resolutions, three of which have
imposed Chapter VII sanctions, in response to Iran’s failure to eomply with
its international nuclear obligations. .

» Russia shares the U.8. goal of achieving the complete denuclearization of
the Korean Peninsula by peaceful means, and has been a constructive partner
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in the Six-Party Talks. Russia supported U.S. efforts in the United Nations
Security Council to secure a resolution condemning North Korea’s July
2006 missile tests, and also supported a Chapter VII sanctions resolunon
against North Korea after its October 9, 2006 nuclear test.

In general, the Russign Government has maintained a responsible approach
with respect to its civil nuclear cooperation with Non-Nuclear Weapon States, Its
¢ooperation with a few tiotable states, however, has been problematic and requires

particular mention.

. Russian Nuclear Cooperation with ran

The United States has received assurances front Russia at the highest levels
that its government would not tolerate cooperation with Iran in violation of its UN
Security Council obligations, particularly those enumerated in UNSCRs 1737,
1747, and 1803. Russian President Putin signed a decree on November 28,2007 to
implement fully UNSCRs 1737 and 1747.

Russia’s nuclear cooperation with Iran dates back to the mid=1990s. It
began during a time of great economic turmoil in Russia, and was seen as a
mechanism for bringing in much needed foreign curreney. This cooperation is
focused on the construction of Unit 1 of the Bushehr Nuclear Power Plant (BNPP),
a 1,000 megawatt eleciric light water'power reactor. Construction of this reactor
and an identical reactor (Unit 2) first began in 1975, prior to the Franian
Revolution, by the West German firm Kraftwerke Union. However, wotk on the
project was halted when the Tranian revolution began in 1979. During the 1980-
1988 Iran-Iraq War, both of the incomplete reactors were targeted by Iraqi military
strikes and severely damaged.

At the end of the war, Iran solicited bids to repair and finish both reactors.
In 1995, Russia and Iran signed an agreement worth approximately $800 million,
according to press reports at the time, to complete the construction of the first unit
of the BNPP. Additional light water power reactors were also discussed, including
finishing the second unit of the BNPP, though only the first unit has beenput toa
contract.

Since the ¢onclusion of the 1995 contract, the United States made its
concerns with respect to the BNPP project known both privately and publicly to
the Russian government. The United States also has stressed to the Russian
government the U.S. view that no discussion of new reactors at Bughehr should
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commence until the international community’s concerns with respett to Iran’s
nuclear program ate satisfied. Those concems led the United States to inform
Russia that the United States would not be in a position to négotiate or conclude an
Agreement for Cooperation in the Peaceful Uses of Nuclear. Energy until the U.S.
and Russian positions on Iran’s nuclear program converged. This view gontinued
throngh to the present Administration, the policy of which has been to press Russia
on steps that should be taken to reduce the inherent proliferation risk presénted by
providing z nuclear reactor to Iran,

In that light, the United States advocated the establishment of unique
measures that would minimize the latent proliferation threat of this reactor.
Particular measures include; just-in-time delivery of fresh fuel to prevent the:
stockpiling of nuclear fuel at the reactor; and fresh fuel delivery and spent firel
take-back that both eliminate the necessity for Iran to possess the complete nuclear
fuel eycle as well as ensure that spent fuel containing plutonium that could be used
in‘nuclear weapons spends the minirnum time necessary in Iran., Russia responded
positively to these views, mcludmg by incorporating the fresh fuel delivery and
spent. fuel take-back provisions in a Russian-Iranian agreement of February 28,
2005, The United States also engaged Russia ini a dialogue about the safeguards
system at the BNPP and on efforts to ensure that the risk of nuclear material
diversion from the plant is mitigated; to that end, the United States has encouraged
Russia to work with the IAEA and Iran to conclude a facility-specific safeguards
agreetnent {called an “INFCIRC/66” agreement) for the BNPP so as to have
sotnething in place in the event Iran makes good on'its occasional threat to
withdraw fromthe NPT, A facility-specific safeguards agreement of this type
would provide a legal basis for safeguards in perpetuity at BNPP in that event.

The United States also expressed concem that the BNPP project could be
used by Iran to obtain equipment, materials, and technology: of serious proliferation
significance under the guise of this givil use of nuclear energy. To that end, we
have stressed to Russia the importance of ¢conducting comprehensive and thorough
reviews of any attempt to export nuclear or dual-use technology to Iran to ensure
that the intended end user is legitimate and will only use the iter in question in
activities that are not of proliferation concern. The United States has echoed this
call in its engagement with international partniers worldwide. In.recognition of this
risk, the UN Security Council, through the adoption of resolutions 1737 and 1803
in December 2006 and March 2008, prohibited the transfer of NSG-controlled ]
nuglear and dual-use items to Iran, unless for exclusive use in light water reactors,
and imposed procedures that all states must implement should they transfer items
to Iran under the light water reactor exemption.
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Construction of the BNPP was to be completed in 2001, but the deadline has
been moved back several times as a result of the difficulty of adapiing the original
West German design and technology to meet Russian specifications; issues
between Russia and Iran, including financial issues between the Russian
contractors-and the Iranian government; and third party supply problems. In
Septemnber 2006, the Russian and Iranian govemments arinounced that they would.
conplete the construction of the reactor in. 2007 with the first core-load of reactor
fuel to be delivered by March 2007 and the reactor coming on-line in September
2007. In February and March of 2007, Russia noted that, due to Iran’s failure to
provide adequate payment on the agreed-upon schedule and to continued third
party supply problems, the first shipment of niuclear fuel would be delayed
indefinitely; however, Russia pledged its commitruent to the project. On
December 16, 2007, Russia began shipping the first core-load of nucledr fisel to
Bushehr, after some success. in resolving both of these issues; these shipments were
completed by the end of January 2008, ‘Within the context of the steps taken by
Russia to strengthen the nonproliferation measures associated withthe Bushehr
reactor, the United States supported Russia’s delivery of riuclear fuel to Bushehr as .
a-clear demonstration that Tran does not need to possess the full nuclear fuel cycle
~ and, in particular, uranium enrichment — in order to enjoy the pedceful uses of
nuclear energy. Russia and Iran have presented some conflicting informdtion
regarding the star-up and specific date of full operanonal status-for-the reactor, but
both have asserted that the reactor will come on-line iri 2008,

Russia has also supported: the IJAEA’s intense investigation into Iran’s,
nuclear programy; increasing pressure on Tehran to.comply with its obligations,
including through the adoption of UN Security Council Resolutions 1696 (July
2006), 1737, 1747 (March 2007), and 1803, with the latter three i lmposmg Chapter
VII sanctions; and the offer in June 2006 to Tehran to entice the regime to suspend
its proliferation sensitive nuclear activities and engage in negotiations on the future

of its nuclear program,

In light of Russia’s demonstrated willingness, as outlined ahove, to work
together with the United States and other nations to seek a resolution of the issues
raised by Iran’s nuclear program, the United States entered into negotiations with
Russia.in October 2006 on the U.S.-Russia agreement for peacefisl nuclear
coopcratim to which this NPAS relates. Negotiations were essentially completed
in April 2007. On June 29, 2007, the text of the proposed Agreement was initialed
at Moscow by U.S. Ambassador William Burns and Rosatom Deputy Director
Nikolay Spasskiy and submitted for review in the two capitals.
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Additional details on the proliferation concerns associated with Russia-Iran
cooperation and efforts to mitigate them are presenited in the classified annex to
this NPAS. '

Russian Nuclear Cooperation with India

Russia is cooperating with India in the construction of two VVER-1000
power reagtors for India’s Kudankulam Atomic Power Project. Construction
delays have pushed back commissioning until late 2008 or 2009. Russia maintains
that this cooperative activity is pursuant to'a pre-April 3, 1992 agreement hetween
the former Soviet Union and India, and is therefore “grandfathered” under
paragraph 4(c} of the NSG Guidelines from the requirement for full-scope IAEA
safeguards (FSS) as a condition for supply of Trigger Listitems to non-nuclear
weapon states such as Judia. During a Jamiary 25-26, 2007 visitto New Delht by
President Putin, the Russian and Indian sides signed a Memorandumof Intent to
construct four additional power reactor units at Kudankulam, coniitigent on an
NSG decision (in the.context of the U.S.-India Civil Nuclear Coopération
Initiative) to make an exception to the FSS requirement for supply to India,

Sinee 2001, Russia has also been supplying LLEU fuel for India’s two U.S.-
supplied power reactors.at Tarapur. (The U.S. fuel supply was terminated in 1980
following passage of the NNPA, which established FSS as.a U.S. export condition
for such: supply to non-nucledr weapon states, a condition that India, as noted in the
precedmg paragraph, does not satisfy.) Russia hasargued that its. SUpply is
consistent with the NSG guidelines, It bases its argument on a provision of the
Guidelines that permits supply in exceptional cases when the transfer is deemed
essential for the safe operation of existing facilities and safeguards. are applied to
those facilities. (The Tarapur reactors themselves are under IAEA safeguards,
even though India has not accepted fusll-scope IAEA safeguards.) The United
States and nearly all other NSG Participating Governments disagree with the
Russian view that the safety exception justifies fresh fuel supply to Tarapur.

~ Ifithe NSG were to decide by consensus to make an exception to the
Guidelines to permit the transfer of Trigger List items to India-under safeguards-
but in the absence of FSS, as envisaged by the July 18, 2005 Joint Statement of
President Bush and Prime Minister Mamnohan Singh and by the Hyde Act, this
- would eliminate any question concerning the legitimacy under the Guidelines of
Russia’s cutrent supply arrangements with India,
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Russian Nuclear Cooperation with Burma

On May 15, 2007, Russia’s Rosatom and the Miriistry of Science and
Technology of Myanmar (hereafter referred to as “Butma”) signed in Moscow an
agreement on the creation of a nuclear research center to include cons_tr_uei-ion ofa
10 MW light-water nuclear research reactor in Barma, According to Rosatom’s
press statement, the reactor will be fueled with uranium enriched to a level “not
exceeding” 20 percent. The facility, which will be placed under IAEA safeguards,
is intended to help Burmese research in nuclear physics, biotechnology, and
material science, as well as to produce medicines. The cooperative agreement also
envisions nuclear training in Russia of over three hundred Burniese techniciatis and
scientists to work at the research center,

The United States has on multiple occasions communicated to Russia and to
1J.S. partners in East and Southeast Asia thatit believes the development of nuclear
infrastructure of any kind in Burma to be inappropriate, given the current situation
in that country. Burma lacks an adequate administrative, legal, techinical, finaicial,
and regulatory infrastructure necessary for safe and secure operation of a nuclear

 reactor. In particular, Burma lacks a national nuclear regulatory authority or a state
system of niclear material accounting and control. Burma is not a party to the
Convention on the Physical Protection of Nuclear Material and has not made
political commitments to follow the IAEA Code of Conduct on Safety and Security
of Radioactive Sources or the Guidance on the Import and Export of Radioactive
Sources as IAEA General Conference resolutions have urged all Statesto do. In
addition, Burma does not have in placé legislation, procedures, ineasures, or
agencies for basic border control or export/import controls relating to iransfers of
nuclear and nuclear-related matetial, equipment, and technology. In the view of
the United States, the risk of proliferation, accident, sabotage, misapplication, or
diversion of nuclear and nuclear-related material, equipment, and technology is
unacceptably high. The United States continues to advise Russia, and other
countries as well, on the inadvisability of nuclear cooperation with Burma.

Russia and Burma reportedly first concluded a bilateral nuclear agreement in
2002, though implementation was delayed due to Russian concemns that Burma
was unable to cover the advance costs of the facility”s construction. In 2003,
Moscow informed the IAEA that it planned to provide training in nuclear science
to about 300 Burmese citizens per year. According to Burmese government.
officials, miore than 1,000 scientists, technicians, and military personnel have
received nuclear training in Russia over the past six years.
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The agreetvient announced May 18, 2007, provides merely a framework for
nuclear cooperation between Russia and Burma and includes no details regarding
site, costs, and logistics of constructing the center, or any details regarding nuclear
training to be provided. Specifics regarding implementation of the agreement
remain subject to negotiation between Russia and Buimia. Russian authorities have
asserted publicly that the center will be subject to IAEA safeguards. Burnmaisa
party to the NPT; its Comprehensive Safeguards Agreement with the IAEA care
into force in 1995. However, Burma has yet to rescind its Small Quantities
Protocol, which provides for less intensive application of safeguards in countries
that possess only small quantities of nuclear material, and has not signed or ratified
an Additional Protocol with the IAEA.

Current U.S.-Russia Nonproliferation Programs

The United States continues to make great strides through its
nonproliferation and threat reduction programs to reduce weapons of niass
destruction (WMD), delivery systems and related materials, to enhance secutity of
those which remain, to prevent proliferation of WMD expertise, materials and
technologies, and to redirect former WMD personnel, Threat reduction programs
were initiated in Russia following the collapse of the Soviet Union. In particular,
the U.S. Departments of Energy, Defense, and State have.implemented a broad
range of nonproliferation and threat reduction efforts over the past decade to
reduce the risk posed by unsecured chemical, biological, radiological, and nuclear
(CBRN) expertise, materials, and technologiesin Russia.

The. Department of State focuses nonproliferation and threat reduction
efforts in Russia on: 1) engagement and.redirection of personnel with WMD and
related expertise, including nuclear expertise; 2) export control and related border
secnrity (EXBS) assistance to improve conirol, detection, and interdiction
capabilities related to transfers of WMIJ, conventional weapons, and related items;
and 3) response to unanticipated nonproliferation opportunities and critical
emergent needs through the Nonproliferation and Disarmament Fund (NDF).

The Depariment of Defense focuses threat reduction efforis in Russia on: 1)
upgrades to security systems at Russian nuclear warhead storage sites, instailation
of an automated inventory management system for warheads slated for
dismantlement, and transport of warheads for dismantlement or consolidated
storage; 2) chemical weapons destruction; 3) dismantlement o f intércontinental
ballistic missiles, submarine launched ballistic missiles, and launchers; 4) security
for dangerous pathogen collections; 5) engagement of former biological weapons
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scientists and those with weapons-related expertise in mutually beneficial research;
and, 6) elimination of WMD infrastructure.

The Department of Energy works with Russia on threat reduction efforts to:
1) enhance security of Russian fissile material and nuclear warhiead sites not
addressed by, the U.S. Department of Defense; 2) enhance nuclear detection at
major airports and border crossings; 3) shut down and mositor plutoniutmn
production reactors and ensure plutotium oxide from the reactors is not used in
nuclear weapons; and, 4) facilitate the transition of scientists to commercial
givilian projects.

On February 18, 1993, in one of our earliest and most significant- -
nonproliferation coopetation prograrss, the United States and Russia signed the
Agreement Concerning the Disposition of Highly Enriched Uranium Extracted
from Nuclear Weapons (“the HEU Agreement™), Under this nonproliferation
agreement, Russia committed to downblending 500 metric tons of HEU from
dismantled Russian nuclear weapons, and converting it to LEU for use as power
reactor fuel in the United States. The Department of Energy (DOE) and the
Russian Federal Agency for Atomic Energy (Rosatom) have negotiated and
implemented confidence-building transparency measures including the conduct of
six Special Monitoring Visits (SMVs) per year at each of four Russian processing
facilities to confirm that the nonproliferation objectives are met. Russia also has
the right to conduct SMVs at seven facilities in the United States.

The purchase of the downblended HEU is implemented through a
commercial contract between the United States Enrichment: Corporation (USEC)
and Technabsexport (Tenex). USEC purchases from Tenex the downblended HEL
that is converted to LEU domestically in Russia, The LEU is then fabricated into
fuel at U.S. tuel fabricators aud used in U.S. commettial reactors. An estimated
322 metric tons of HEU has been downblended to date — enough material for
nearly 12,880 nuclear weapons, based on the IAEA definition of a significant
guantity of HEU.

The United States and Russia have also:collaborated extanswely in nuclear-
related areas as allowed by law. Ata February 2005 meeting in Bratislava,
President Bush and President. Putin committed to expanding and deepening
‘cooperation on nuclear security, including a commitment to accelerate ongoing
cooperation on security upgrades at Russian facilities with the goal of completing
most of this work by the end of 2008. The United States and Russia also
conunitted to enhance cooperation on emergency response capabilities to deal with
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the consequences of a nuclear/radiological incident, including the development of
additional technical methods to detect.nuclear and radioactive materials that are, or
may be, involved in the incident.

To date, the United States and Russia have secured hundreds of nuclear
warheads at appmxlmately 88 percent of the Russian warhead sites of concern,
including all 39 Russian Navy nuclear sites and all 25 Strategic Rocket Forces
sites. The United States and Russia have also completed security upgrades at 193
‘buildings containing hundreds of metric tons of weapons-usable nuclear material at
I1 Russian Navy Fuel siies, 7 Rosatom weapons complex sites, 12 Rosatom
civilian sites, and 6 non-Rosatom civilian sites,. Work is underway at the balance
of the warhead and material sites, most of which will be completed.on an:
accelerated basis by the end of 2008.

In addition, since-the inception of threat reduction assistance. programs, the
United States has employed tens of thousands of former weapons personnel in
peaceful pursuits at over 200 institutes. Over 550,000 sg. ft. of floor space of
Russia’s nuglear weapons complex has been converted to civilian industry.
Nuclear weapons assembly at the Avangard plant and at Zarechny have shut down,
and only two facilities in Russia contiriue to:assemble: or disassemble nuclear
warheads.

Through the Elimination of Weapons-Grade Plutonium Production program,
the United States has been working with Russia to facilitate the shut down of '
Russia’s last three plutonium-producing reactors, two at Seversk and one at
Zheleznogorsk. The first of the Seversk reactors was shut down on April 20, 2008.
These reactors will be replaced by new and refurbished fossil-fuel plants that will
supply heat and electricity to those two cities. Following shutdown, these reactors
will be monitored annually under the PPRA to ensure they rémain inoperable until
permanently dismantled. In cooperation with the United States, Russia is also
permanently disposing of 34 metric tons of its surplus weapon-grade plutonium by
irradiating it as mixed-oxide fuel in nuclear reactors.

Cooperation under the Second Line of Defense program began in 1998 to
strengthen Russia’s capability to detect and deter illicit trafficking in nuclear and
other radioactive materials across international borders and through the maritime
shipping system. Under this program the United States and Russia are jointly
working to equip all of Russia’s border crossings with radiation detection
equipment, for a total of 350 sites, by the end of 2011, A total of 117 sitesin
Russia have been equipped at the time of this NPAS.
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Current U.S.-Russia Civil Nuclear Cooperation

As previously noted, the 1993 HEU Agreemerit allows for the purchase of
Russian LEU derived from downblended HEU for use in the United States. Under
this nonproliferation agreement, 30 metric tons of HEU are converted and
processed into about 875 metric fons of low entiched uranium (LEU) annually for
use in U.S. commercial reactors. This quantity of LEU meets half of the annual
fuel requirements for U.S. nuclear power plants.

To date, Russian imports of LEU into the U.S. market have been restricted
to the downblended HEU received under the HEU Agreement: This was mandated
by the 1992 Suspension Agreement, which balanced restrictions on Russian
imports with a suspension of an antidumping investigation of Russian imports. At
the time, both forelgnuongm uranium dirvectly imported mnto the United States and
U.8.-origin uranium that had been enriched at an overseas facility and returned to
the United States were viewed to be goods subject to such agreements. However, a
recent U.S. court decision, which is subject to review by the U.8. Supreme Court,
redefined enrichment as a “service” rather than a *good,” which would remove
enrichment from anti-dumping legislative controls, If not overturned, this court
action could open the door for unlimited access of Russian enrichment services

into the U.S. market.

In addition, an amendment to the Suspension Agreement was recently signed
between the Department of Commerce and Rosatom, allowing for limited amounts
of Russian commercial LEU to enter the United States based on a quota syster.

Negotiation of the 123 Agreement has proceeded independently of the recent
developments with respect to the U.S.-Russia HEU Agreement. The 123
Agreement, if signed and brought into force, is not expected to have any bearing:
on the continued implementation-of the HEU Agreement through its conclusion in
2013. Inparticular, it is anticipated that-any transfers of natural uranium from the
United States to Russia in support of the HEU Agreement will continue to be-
handled as “distributions” by the Department of Eneigy pursuant fo section 64 of
the U.S. Atomic Energy Act of 1954, as amended, and therefore take place
pursuant to the nonproliferation conditions and controls set forth in a 1J.S,-Russia.
exchange of diplomatic notes of March 24, 1999, constituting an agreement
between the Government of the United States of America and the Government of
the Russian Federation regarding assurances concerning the source material

UNCLASSIFIED

UNCLASSIFIED U.S. Department of State Case No. F-2018-00133 Doc No. C06621466 Date: 10/31/2018



C06621466U.S. Department of State Case Ng. F-201 8:09133.RosNo. C06621466 Date: 10/31/2018

UNCLASSIFIED
sdll: «
transferred from the United States to the Russian Federation in implementation of
the HEU Agreement, rather than pursuant to the 123 Agreement,

On a bilateral basis, the Department of Energy and Rosatom completed a
joint workplan on December 15, 2006, to implement a non-binding initiative to
coordinate and enhance global and bilateral nuclear energy cooperation. The areas
of potential cooperation outlined in the bilateral action plan are: advanced
reactors, exportable small and medium reactors, nuclear fuel cycle technologies,
and nonproliferation. Activities for this action plan are underway and meetings
have been conducted. In a multilateral setting for civil nuclear cooperation,
Russia, along with the othier advanced nuclear fechnology states of China, France,
Japan, joined the 1J.S.-led Global Nuglear Energy Partnership (GNEP). Russia has
signed the policy framework docurnent known as the GNEP Statement of
Principles and has participated in meetings conceming the development and the
direction of the Partnership.

II.  Scope of the Cooperation Contemplated in the Proposed Agreement

Article 2 of the proposed Agreement describes in general terms the kinds of
cooperative activities envisaged. These include:

o Scientific research and development pertaining to the nuclear p'OWer sector,

o Scientific research and development in the field of controlled thermonuclear
fusion.

» Radioactive waste handling, decommissioning of nuclear fagilities, and
environmental restoration.

¢ Nuclear and radiation safety.
® Nuclear indusiry and commerce.

» Shipments pursuant to the Agreement of moderator material, nuclear
material, technology and equipment.

s (Cooperation in tssues of nonproliferation, IAEA safeguards, and
environmental protection.
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Article 3.4 provides that the cooperation envisaged by the proposed
Agreement as cooperation between the 1.8, Goveriment and the Government of
the Russian Federation may also be carried out between their respective- authorized
persons.

Article 7.4 provides that nuclear material, moderator material, equipment, or
components transferred from the tetritory of one Party to the territory of the other
Party, either directly or through a third country, shall be regarded as having been
transferred putsuantto the Agreement only upon confirmation by the recipient
Party that such items will be subject to the Agreement.

Sensitive nuclear facilities, sensitive nuclear technology, and major critical
components:may be transferred under the Agreement if provided forby an
amendment to the Agreement to permit such transfers (Article 7.2).

The Agreement does not permiit transfers under it of Restricted Data or the.
Russian equivalent of Restricted Data, nor does it perenit transfers of Russian State
Secret Information (Article 6.2 and 6.3).

The proposed Agreement will have a term of 30 years from the date of its
entry into force, and may be terminated by either Party on one year’s written notice
to the other Party (Article 20.1). Inthe event of suspension, termination, or
expiration of the Agreement, key nonproliferation conditions and controls provided
for in the Agreement will contintie- in effect as long as nucledr items subject to.the
Agreement remain in the territory of either Party or under the jurisdiction or
control of either Party anywhere unless the Parties agree otherwise, or unless such
items are no longer usable for any nuclear activity relevant from the point of view
of international safeguards or have become practicably itrecoverable (Article 20.2).

1. Substantive Conditions

The proposed Agreement meets the applicable requirements of the Atomic
Energy Act and the NNPA,

Section 123 a. of the Act sets forth nine specific requirements that. must be
met in agreements for cooperation. Sections 402 and 407 of the NNPA set forth
supplementary requirements. The provisions contained in the proposed Agreement
satisfy these legal requirements as follows:

(1) Application of Safeguards: Under section 123 a.(1), the Government of
the Russian Federation (GOR) must guaranty “that safeguards . ., will be
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‘maintained with respect to all nuclear materials and equipment transferred pursuant
[to the Agreement] and with respect to all nuclear material used in or produced
through the use of such [transferred] nuclear materials and equipment, so long as
the material or equipment remains under the jurisdiction or control of [the GOR],
irrespective of the duration of the other provisions of the agreement or whether the
agreement is terminated or suspended for any reagon.”

This requirement is satisfied by Articles 13 and 20 of the proposed
Agreement. Article 13(2) stipulates that nuclear material transferred to the
Russian Federation pursuant to this Agreement and any other nuclear material
used in or produced through the use of nu¢lear material, moderator material,
equipment, or components transferred shall be subject, to the extent applicable, to
the Agrcement between the Russian Federation and the IAEA for the Application
of Safeguards in the Russian Federation of February 21, 1985, and an Additional
Protocol that entered into force October 16, 2007, Amcle 13(4) provides for
“back-up” safeguards in the event the IAEA safeguards agreément with the GOR
is not being implemented, Article 13 is one of the articles that, pursuant to
Article 20, continues in effect so long as any nuclear material, moderator
material, equipment, or component subject thereto remains.in the territory of the
United States of America or the Russian Federation or under the Junsdlchon or
control of either Party to the Agreement anywhere, unless that item s no longer
usable for any nuclear activity relevant from the point of view of international
safeguards or has become practically irrecoverable; or unless otherwise agreed by

the Parties.

(2) Full-Scope Safeguards: The requirement for full-scope safeguards as a
condition of cooperation mandated by section 123 a.(2) of the Act is not
applicable because the Russian Federation is a nuclear weapon state party to the
Treaty on the Non-Proliferation of Nuclear Weapons, done at London,
Washington, and Moscow, July 1, 1968,

{3) Peaceful Use: The requirement of section 123 a.(3).of the Act fora.
guaranty against explosive or milifary uses of nuclear materials and equipment
transferred and special nuclear material produced throuigh the use of such items is
met by Article 12 of the proposed Agreement. Moreover, Article 7(2) of the
proposed Agreement provides that sensitive nuclear technology may be transferred
under the Agreement if provided for by an amendment to the Agreement,
Therefore, it is not necessary at this time to include a peaceful uses guaranty with
respect to sensitive nuclear technology transferred under the Agreement or special
nuclear materials (referted to in the proposed Agreement as “special fissionable
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materials”) produced through the use of sensitive nuclear technology transferred,
as would otherwise be required by section 123 a.(3) of the Act,

(4) Right of Return: The requirement in section 123 a.(4) of the Act that the
‘United States has a right to the return of any nuclear material and equipment
transferred pursuant to an agreement for cooperation and any special nuclear
material produced through the use of such transferred items in the event of a
nuclear detonation by a non-tuclear weapon state cooperating party:is inapplicable:
because the Russian Federation is a nuclear weapon state party to the NPT.

(5). Retransfer Consent: The requirement of section 123 a.(5) of the Act for
a guaranty that any material and equipment transferred pursuant to an agreement
for cooperation and any special nuclear material produced through the use of such
iterms will not be transferred to unauthorized persons or beyond the jurisdiction or
control of the Russian Federation without U.S, consent is met by Article 8(2). A
retransfer consent right over Restricted Data (RD) is not provided because RD
transfers by the United States of America are prohibited under Article 6(2) of the
Agreement,

(6) Physical Security: The requirement of section 123 a.(6) of the Act fora
guaranty that adequate physical security will be maintdgined with respect to any
nuclear material transferred pursuant to an agreement of cooperation and any
special nuclear material used in-or produced _i;hrough the use of nuclear material or
equipment transferred is met by Article 11 of the proposed Agresmerit.

' i ehrgcessing/Alf sent Right: The requirement of
sac:taon 123 a. (7) of the Act for a guarauty that “no material transferred pursuant
to the agreement for cooperation and no material used.in or produced through the
use of any material, production facility, or utilization facility transferred pursuant
to the agreement will be reprocessed, enriched, or (in the case of plutoniurm,
uranjum 233, or uranium enriched to greater than twenty percent in the lsotope
235, or other nuclear materials which have been irradiated) otherwise altered in
form or contentt without the prior approval of the United States,” is met by Article
9 of the proposed Agreement. That Article provides that nuclear material
transferred pursuant to the Agreement, and nuclear material used in or produced
through the use of nuclear material, moderator material, or equipment transferred,
may be altered in form or content auly if the Parties agree, and further sets forth
the Parties’ agreement that conversion, enrichment to less than 20 percent in the
isotope uranium-235, fabrication of low enriched uranium fuel, irradiation or
further irradiation, post-irradiation examination, and blending or downblending of
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‘uranium to produce low enriched uranium, are permissible alterations in form or
content for purposes of the Agreement.

Article 9 prohibits reprocessing and enrichiment of nuclear material
transferred pursuant to the proposed Agreement, or nuclear material used in or
produced through the use of nuclear material, moderator material, or. equlpment
transferred, without prior U.S. consent, by prohibiting a¥f alterations in form or
content of such nuclear material rather than specifically naming reprocessing and
enrichment. Section 123 a.(7) of the Act refers to reprocessing, enriching, or
“otherwise™ altering in form or content, thereby indicating that reprocessing and
enrichimént ate alterations in form orcontent. As noted above, Article 9 goeson
to provide U.S. consent for certain types of alteration in form or content,
including enrichment to less than 20 pereent, bizt does not include reprocessing in
the list of activities for which 11.S. consent i5 given.

Article 9 also satisfies section 402(a) of the NIPA, which states that,
except as specifically provided in any agreement for coopetation, no source of
special nuclear material exported from the United States after the date of the
NNPA may be enriched after export without the prior approval of the United
States for such enrichment,

(8) Storage Consent Right: The requirement of section 123 a.(8) of the Act
for a guaranty of a right of prior U.S. approval over facilities for the storage of
specified nuclear materials is met by Article 8(1).

(9) Sensitive Nuclear Technology: The requirement of section 123 a.(9) of
the Act pertains to situations that may result when sensitive nuclear technology is
transferred pursuant to-a section 123 agreement for cooperation. Article 7(2) of
the Agreement provides that sensitive nuclear technology, sensitive nuclear
facilities, and major critical components may be transferred under the Agreement
if provided for by an amendment to the Agreernent. Accordingly, the
requirementin section 123 a.(9) is not relevant to the proposed Agreement, and
the requirement in section 402(b) of the NNPA precluding the transfer of major
eritical components of facilities for uranium enrichment, nuclear fuel
reprocessing, or heavy water production unless an agreement for cooperation
“specifically designates such components as items to bé exported pursuant to
[such] agreement” is also satisfied,

Environmental: Atrticle 17 of the proposed Agreement requires the Parties to
consult, with regard to activities'under the Agreement, to identify the world-wide
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environmental implications arising from such actmtles and to c00pcrate in
protecting the international environment from radioactive, chemical, or thermal
contamination arising from peaceful nuclear activities under the. -Agreement,
thereby satisfying the requirements of section 407 of the NNPA.

The proposed agreement thus satisfies all the substantive requirements
specified for agreements for cooperation by the Act and the NNPA.

IV. Conclusion

Entry-into-force of the proposed U.S.-Russia Agreemient will put in place a
framework for mutually beneficial civil nuclear cooperation between the two
countries and provide a foundation for continued collaboration on nuclear non-
proliferation goals.

On the basis of the analysis in this NPAS and all pertinent information of
which it is aware, the.-Depariment of State has arrived at the following assessment,
conclusions, views, and recommendations:

1. The safeguards and other control mechanisms and the peaceful use
assurances in'the proposed Agreement are adequate to ensure that any assistarice
furnished thereunder will not be used to further any military or nuclear explosive
purpose,

2. The Agreement meets all the legal requirements of the Act and the NNPA.

3. Bxecution of the proposed Agteement would be compatible with the non-
proliferation program, policy, and objectives of the United States.

4. Therefore, it is récomiended that the. President approve atid authorize the
execution of the proposed Agreemient; and that the President determine that the
performance of the proposed Agreement will promote, and will not constifute an
unireasonable risk to, the commion defense and security.
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