Appendix
Nuclear Cooperation Agreement
and Supporting Documents



Appendix
Nuclear Cooperation Agreement
and Supporting Documents

Agreement for Cooperation Between
The Government of the United States of America and
The Government of the People’s Republic of China
Concerning Peaceful Uses of Nuclear Energy
The Government of the United States of America and the

Government of the People’s Republic of China,

Desiring to establish extensive cooperation in the peacef ul uses
of nuclear energy on the basis of mutual respect f or sovereignty,
non-interference in each other’s internal affairs, equality and

nmut ual benefit,

Noti ng that such cooperation is one between two nuclear weapon

states,

Affirming their support of the objectives of the statute of the

International Atomic Energy Agency (| AEA)/

Affirming their intention to carry out such cooperation on a

stable, reliable and predictable basis,

M ndful that peaceful nuclear activities nust be undertaken with
a view to protecting the international environment from radi oactive,

chem cal and thernmal contam nation,

Have agreed as foll ows:

65
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Article 1
Definitions

For the purposes of this agreenent:

(1) ‘parties’ means the Government of the United States of
Anerica and the Governnent of the Peopl e’ s Republic of China;

(2) ‘authorized person” means any individual or any entity
under the jurisdiction of either party and authorized by that party
to receive, possess, use, or transfer material, facilities or
conponents;

(3) “person” means any individual or any entity subject to the
jurisdiction of either party but does not include the parties to
this agreenent;

(4) ‘peaceful purposes” include the use of information,
technol ogy, material, facilities and conponents in such fields as
research, power generation, nedicine, agriculture and industry but
do not include use in, research specifically on or development of
any nuclear explosive device, or any military purpose;

(5 “material” neans source material, special nuclear material
or byproduct material, radioisotopes other than byproduct naterial
noderator material, or any other such substance so designated by
agreenent of the parties;

(6) “source material” neans (i) uranium thorium or any other
mat erial so designated by agreenment of the parties, or (ii) ores
containing one or nore of the foregoing materials, in such

concentration as the parties may agree from time to time;
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(7) "special nuclear material” neans (i) plutonium uranium
233, or uranium enriched in the isotope 235, or (ii) any other
material so designated by agreement of the parties;

(8) “byproduct material” means any radioactive material
(except special nuclear material) yielded in or made radioactive by
exposure to the radiation incident to the process of producing or
utilizing special nuclear material;

(9) “moderator material” means heavy water, or graphite or
beryllium of a purity suitable for use in a reactor to slow down
high velocity neutrons and increase the |ikelihood of further
fission, or any other such naterial so designated by agreenent of
the parties;

(o)  “high enriched uraniunf means uranium enriched to twenty
percent or greater in the isotope 235;

(11)  “low enriched uraniunf neans uranium enriched to |ess than
twenty percent in the isotope 235;

(12) “facility” neans any reactor, other than one designee or
used primarily for the formation of plutonium or uranium 233, or any
other item so designated by agreenment of the parties;

(13) “reactor” is defined in Annex I, which may be nodified by
mut ual consent of the parties.

(14) “sensitive nuclear facility” means any plant designed or
used primarily for wuranium enrichment, reprocessing of nuclear fuel,
heavy water production or fabrication of nuclear fuel containing

pl ut oni um
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(15) “conponent” mneans a conponent pact Ofafacility or other
item, so designated by agreement of t he parties;

(16) ‘major critical component” means any part Or group of
parts essential to the operation of a sensitive nuclear facility;

(17)  ‘sensitive nuclear technol ogy” nmeans any information
(including information incorporated in a facility or an inportant
conponent) which is not in the public domain and which is inportant
to the design, construction, fabrication, operation or maintenance
of any sensitive nuclear facility, orsuch other information so

designated by agreement of the parties.

Article 2
Scope of Cooperation

1. The parties shall cooperate in the use of nuclear energy for

peaceful purposes in accordance with the provisions of this
agreement. , Each party shall inplenent this agreement in accordance
with its respective applicable treaties, national |aws, regulations
and license requirenents concerning the use of nuclear energy for
peaceful purposes. The parties recognize, wth respect to the
observance of this agreement, the principle of international |aw
that provides that a party may not invoke the provisions of its

internal law as justificaton for its failure to performa treaty.
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2. Transfers of information, technology, material, facilities
and conponents under this agreement My be undertaken directly
between the parties or through authorized persons. Such cooperation
shall be subject to this agreement and to such additional terms and
conditions as may be agreed by the parties.

3. Material, facilities and conponents will be regarded as
having been transferred pursuant to this agreement only upon receipt
of confirmation by the supplier party, from the appropriate
Governnent authority of the recipient party, that such naterial
facilities or conmponents will be subject to this agreenent and that
the proposed recipient of such material, facilities or conponents,
if other than the recipient party, is an authorized person

4. Any transfer of sensitive nuclear technology, sensitive
nuclear facilities, Oor  major critical components will, subject to
t he principles of this agreement, require additional provisions as

an amendment to this agreement.

Article 3
Transfer of Infornmation and Technol ogv

Information and technol ogy concerning the use of nuclear energy
for peaceful purposes may be transferred. Transfers of such
i nformati on and technology shall be that which the parties are
permitted to transfer and nay be acconplished through various neans,

including reports, data banks, conputer prograns, conferences,
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visits and assignments of persons to facilities. Fields which may
be covered include, but shall not be limted to, the followng

(1) research, developnent, experiment, design, construction
operation, maintenance and use and retirenment of reactors and
nucl ear fuel fabrication technol ogy;

(2) the use of material in physical and biol ogical research,
medi cine, agriculture and industry;

@)nucl ear fuel cycle research, devel opment and industri al
application to meet civil nuclear needs, including nultilateral
approaches to guaranteeing nuclear fuel supply and appropriate
techni ques for managenent of nuclear wastes;

(4) health, safety, environnent, and research and devel opnent
related to the foregoing;

(5) assessing the role nuclear power may play in internationa
energy plans;

(6) codes, regulations and standards for the nuclear enegy
i ndustry; and

(7)  such other fields as may be agreed by the parties.

Article 4
Transfer of Mterial, Facilities and Conponents

1 Material, facilities and conponents nay be transferred
pursuant to this agreenent for applications consistent with this
agr eenent . Any special nuclear material to be transferred under
this agreement shall be low enriched uranium except as provided in

paragraph 4 of this article.
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2. Low enriched uranium may be transferred for use a«fuel in
reactors and reactor experinents, for conversion or fabrication, or
for such other purposes as nmay be agreed by the parties.

3. The quantity of special nuclear material transferred under
this agreement shall be the quantity which the parties agree is
necessary f or. any of the follow ng purposes: the |oading of
reactors or use in reactor experiments, the efficient and continuous
operation of such reactors or conduct of such reactor experinents,
and the acconplishment of such other purposes as may be agreed by
the parties.

4. Small quantities of special nuclear naterial may be
transferred for use as sanples, standards, detectors, targets,
radiation sources and for such other purposes as the parties may

agree.

Article 5
Retransfers, Storage, Reprocessing, Enrichnent,
Alteration, and No Use for Mlitary Purposes

1. Material, facilities, conponents orspecial nuclear material
transferred pursuant to this agreenent and any special nuclear
mat eri al produced through the use of such material or facilities may
be retransferred by the recipient party, except that any such
material, facility, conponents or special nuclear material snail not
be retransferred to unauthorized persons or, unless the parties

aqree, beyond its territory.
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2. Neither party has any plans to enrich to twenty percent o

greater, reprocess, ©Of alter informor content material transferred
t ’

pursuant to this agreement or naterial used in or produced through
the use of any material or facility so transferred. Neither party
has any plans to change |ocations for storage of plutonium uranium
233(except ascontained in irradiated fuel elenents), or high
enriched uranium transferred pursuant to this agreement or used in
or produced through the use of any material or facility so
transferred. In the event that a party would like at some future
tine to undertake such activities, the parties will pronptly hold
consultations to agree on a nutually acceptable arrangenment. The
parties undertake the obligation to consider such activities
favorably, and agree to provide pertinent information on the plans
during the consultations. Inasmuch as any such activities will be
solely for peaceful purposes and will be in accordance with the
provisions of this agreement, the parties will consult immediately
and will seek agreement within six months on long-term arrangements
for such activities. In the spirit of cooperation the parties agree
not to act within that period of tine. If such an arrangenent is
not agreed upon within that period of time, the parties will
promptly consult for the purpose of agreeing on measures which they
consider to bpeconsistent with the provisions of the agreenent in

order to undertake such activities on an interim basis. The
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parties agree to refrainf r om actions Wwhich either party believes
would preudge thelong-term arrangenents for undertaking such
activities or adversely affect cooperation under this agreenent.

The parties agree that the consultations referred to above will be
carried out pronptly and nutual agreenment reached in a manner to
avoi d hanpering, delay or undue interference in their respective
nucl ear progranms. Neither party will seek to gain commercial
advantage. Nothing in this article shall be used by either party to
inhibit the legitimte devel opment and exploitation of nuclear
energy for peaceful purposes in accordance with this agreenent.

3. Material, facilities or conponents transferred pursuant to
this agreement and material used inor produced through the use of
any material, facility or conponents so transferred shall not be
used for any nuclear explosive device, for research specifically on
or devel opnent of any nucl ear explosive device, or for any mlitary

pur pose.

Article 6
Physi cal Security

1. Each party shall maintain adequate physical security with
respect to any material, facility or components transferred pursuant
to this agreenent and with respect to any special nuclear nmaterial

used in or produced through the use of any material or facilicy so

transferred.
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2. The parties agree to the levels for the application of
physical security set forth in Annex 11, which levels may be
nodi fied by mutual consent of the parties. The parties shall
mai ntain adequate physical security measures in accordance wth such
| evel s.  These measures, as mninum protection neasures, shall be
conparable to the recommendations set forth in | AEA docunent
| NFCl RC/ 225/ Revision 1 entitled “The Physical Protection of Nuclear
Material”, or in any revision of that docunent agreed to by the
parties.

3. The parties shall consult at the request of either party
regarding the adequacy of physical security measures maintained

pursuant to this article.

4. Each party shall identify those agencies or authorities
responsible for ensuring that |evels of physical security are
adequately met and having responsibility for coordinating response
and recovery operations in the event of unauthorized use or handling
of material subject to this article. Each party shall also
designate points of contact within its national authorities to
cooperate on matters of out-of-country transportation and other

physical security matters of mutual concern.
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Article 7
Cessation of Cooperation

1.  Each party shall endeavor to avoid taking any actionsthat
af fect cooperation under this agreenent. If either party at any
time following entry into force of this agreenent does not conply
witht he provisions of this agreenent, the parties shall promptly
hol d consultations on the problem it being understood that the
other party shall have the rights to cease further cooperation under
this agreenent.

2. If either party decides to cease further cooperati on wunder
this agreement, the parties shall nake appropriate arrangenents as

may be required.

Article 8
Consul t ati ons

1. The parties shall consult at the request of either party
regarding the inplenentation of this agreenent, the devel opment of
further cooperation in the field of peaceful uses of nuclear energy,
and other matters of nutual concern.

2. The parties recognize that this cooperation in the peaceful
uses Of nuclear energy is between two nucl ear-weapon states and that
bil ateral safeguards are not required. In order to exchange

experience, strengthen technical cooperation between the parties,
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ensure that the provisions of this agreement are effectively carried
out, and enhance a stable, reliable, and predi ct abl e nucl ear
cooperation relationship, in connection with transfers of material,
facilities and conponents under this agreement the parties will use
di plomatic channels to establish nmutually acceptable arrangenents
for exchanges of information and visits to nmaterial, facilities and
conponents subject to this agreenent.

3. The parties shall exchange views and information on the
establishnent and operation of their respective national accounting
and control systens for source and special nuclear material subject

to this agreenent.

Article 9
Envi ronmental Protection

The parties shall consult, with regard to activities under this

agreenent, to identify the international environmental inplications

arising from such activities and shall cooperate in protecting the
international environment from radioactive, chem cal or thermal
contamination arising from peaceful nuclear cooperation under this
agreement and in related matters of health and safety.

Article 10
Entry Into Force and Duration

1. This agreenent shall enter into force on the date of nutual
notifications of the completion of legal procedures by the parties

and shall remain in force for a period of thirty years. This term
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may be extended by agreement of the parties 1n accordance with tpe)r
respective app'i1cable procedures.
2. Notwithstanding the suspension, termination or expiration of

this agreement or any cooperation hereunder for any reason, the

provisions of articles 5, 6, 7, and 8 shall continue in effect so
long as any material, facility or components subject to these
articles remain in the territory of the party concerned or any
material, facility or components subject to these articles remain

subject to that party's right to exercise jurisdiction or to direct

disposition elsewhere.

IN WITNESS WHEREOF, the undersigned, being duly authorized, have

signed this agreement.

: ’ tgij & -
DONE at /Cny/'éw this Z?na( day of /.4,% ' ’ -
1n English and Chinese, both equally authentic

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF TEE
UNITED STATES OA AMERICA: PEOPLE'S REPUBLIC OF CHINA:

FEE.
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Annex | -- Definition of “Reactor”

“Reactor” neans:
1. any apparatus, other than a nuclear weapon or other nuclear
expl osive device, in which a self-sustaining fission chain
reaction is maintained by utilizing uranium plutonium or
thorium or any conbination thereof; or
2. any of the follow ng major parts of an apparatus described
i n paragraph 1:
(1) a pressure vessel designed to contain the core;
(2) primary cool ant punps;
(3) fuel charging or discharging nachines;
4)

control rods.

(

A “reactor” does not include the steam turbine generator

portion of a nuclear power plant.



79

Annex 11

pursuant to paragraph 2 of article 6, the agreed |evels of

physi cal security to be ensured by the conpetent nati onal

authorities in the use, storage and transportation of the materials
listed in the attached table shall as a mininmuminclude protection

characteristics as bel ow.

Category |11

Use and storage within an area to which access is controlled.
Transportation under special precautions including prior
arrangenents anong sender, recipient and carrier, and prior
agreenent between entities subject to the jurisdiction and
regul ation of supplier and recipient States, respectively, in case
of international transport specifying time, place and procedures for

transferring transport responsibility.

Category ||
Use and storage within a protected area to which access is
controlled, i.e., an area under constant surveillance by guards or
electronic devices, surrounded by a physi cal barrier with a linmted

nunber of points of entry under appropriate control, or any area
w th an equival ent |evel of physical protection.

Transportation under special precautions including prior
arrangenents anong sender, recipient and carrier, and prior

agreement between entities subject to the jurisdiction and
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regulation of suppller and recipient States, respectively, in case
of international transport, sPecifying time, place and procedures

for transferring transport responsibility.

Category |
Material in this category shall be protected with highly

reliable systems against unauthorized uses as foll ows:

Use and storage within a highly protected area, i.e., a
protected area as defined for category Iiabove towhich, in
addition, access is restricted to persons whose trustworthiness has
been determned, and which is under surveillance by guards who are
in close communication with appropriate response forces. Specific
measures taken in this context should have as their objective the
detection and prevention of any assault, unauthorized access or
unaut hori zed renoval of nmaterial

Transportation under special precautions as identified above for
transpiration of categories Il and Ill materials and, in addition,
under constant surveillance by escorts and under conditions which

assure close comrunication with appropriate response forces.
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Agreed M nute

During the negotiation of the Agreenent for Cooperation between
the United States of America and the People’s Republic of China
Concerni ng Peaceful Uses of Nuclear Energy signed today, the
following understanding, which shall be an integral part of the
agreenent, was reached.

The parties agree that the interpretation and inplenentation of
article 5(3) shall not involve any nuclear activities and rel ated

research and devel opment carried out by either party, as a nuclear
weapon state, through the use of material, facilities, components

and technology not subject to the agreement.



TABLE: CATEGORIZATION OF NUCLEAR MATERIAL®

. Category
Material Form 3 1 m
1. Plutonium®f Unirradiated® 2 kg or more Less than 2 kgbutmore | 500 g or less’
than 500 g
2. Uranium-235' Unirradiated”
uranium enriched to 20% “U or more 5 kg or more Less than 5 kg but more | 1kg orless
than 1 kg
uranium enriched to 10% 2'sU but 10 kg or more Less than 10 kg

less than 20%

uranium enriched above natural, but
less than 10% *°U

10 kg or more

a o T oo

3.

Uranium-233

Unirradiated® 2 kg or more Less than 2 kg but more
than 500 g

500 g or less®

All

Material not irradiated

Less

Natural  uranium. depleted

than a radiologically

plutonium except that with isotopic concentration exceeding 80% in plutonium.2 36.

accordance with prudent management practice.

Irradiated  fuel  should

original
fuel

The State's

exceeds 100 rads/h

protection  requirements

each

category herein,

fissiler material

competent

a reactor or material irradiated in a reactor but with a radiation level equal to or less than 100 rads/hour at
significant quantity should be exempted.
uranium and thorium and quantities of uranium enriched to less than 10% not falling in Category Il should
procted as Category I Il or Il nuclear material depending on the category of the fresh fuel. However, fuel
content is included as Category | or Il beffore irradiation should only be reduced one Category level, while the
meter unshielded.
authority should dterrmine if there isa credible threat to disperse plutonium malevolently. The State should
category I, 1} or Il of nuclear material, as it deems appropriate and without regard to the plutonium  quantity

one meter unshiel-

be protected ir

which by  virtue
radiation level for

then apply physi-

specified u

plutonium isotopes in those quantities and forms determined by the State to fall within the scope of the credible disopersa

c8



83

Deputy Secretary of State
Fashington, D.C. 20520
July 20, 1885

'EMORANDUM FOR: THE PRESIDENT

FROM: John C. Whitehead
John S. EBerringt

SUBJECT: Proposed Agreement for Cooperation Between the United
States and the People's Republic of China Concerning
Peaceful Uses of KNuclear Energy

A proposed new agreement for peaceful nuclear cooperation
between the United States and the People's Republic of China
(PRC), including an accompanying agreed minute which is an
integral part of the agreement, is at attachment 3. A summary
of the basic provisions of the proposed agreement is at
attachment 4.

The agreement was negotiated by the Department of State,
with the technical assistance and concurrence of the Department
of Energy and in consultation with the Arms Control and
Disarmament Agency (ACDA), whose views and recommzndations are

at ,.ttcbhm‘_“t 5. "Pha anlear Drn11fara9—1r\ﬂ Assessn

Staterent concerning the agreerent is being submitted to you
Sirectly by the Director of ACDA.

nt
|8

-
-

The zgreement was initialed in Beijing on 2pril 30, 1¢84,.
While recent amendments to section 123 of the Atcmic Enercy Zct

vould permit you to transmwit the agreement to Congress for
onsultations® before the zzreziment had been sicned, wve
reccinznd that yvou approve the agreemznt, zuthoricze 1t for

signature, determine that it will promote, and not constitute
an unreasonable risk to, the ccrrmon cafzrse and szcurity and
have the zgreement signed before it is transritted to
Concress. 1If you cpprove our recormencation, the agrecmant
w11l be sicrned and then transmitted to Congress for S0 days of
continuous session. If_you =zgrce with ocur conclusion that the
cegrecnent reets all the_zpplicéeble reqguirciments of the Atomic
Enercy xct of 1854, zs &mended by the Nuclear Kon-Proliferation
Act of 1678, it ray be trznsmitted to Concress without an

exzrnpticn of zny of those reguirements. 2Xn agreemsnt without
exezmpticns rmay be broucght into force after 20 cdzys of
continuous session unless, ourwng that time, there hzs beszn
ecrnacted a joint resolution of disapproval (which vould reguire
zcentetion to vou for sicnzture or veto).
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The Nuclear Non-Proliferation Act of 1978 (NNPA) contains
requirements for new or amended agreements for peaceful nuclear
cooperation. In our judgment, the proposed agreement meets all
the requirements applicable to such agreements with
nuclear-weapon states. It is the first peaceful nuclear
cooperation agreement with a Communist country and the only
such agreement applicable solely to another nuclear-weapon
state (the UK and France are covered by U.S. agreements with
EURATOM).

China intends to make nuclear power one of its major energy
sources by the year 2000. China has announced plans to build,
by that year, nuclear power plants with a total capacity of
10,000 MWe. 1In the first stage of development, the PRC plans
to build a Chinese-designed, 300 MWE reactor at Qinshan,
Zhejiang (near Shanghai). China also plans on the construction
of two much larger reactor projects: the twin 1000 KWwe “Sunan®
plant, to be built in Southern Jiangsu Province; and the Daya
Bay, Guangdong plant, to include twin 900 MWE reactors. China
is negotiating with a number of countries for assistance to its
program, but it is clear that China regards U.S. nuclear
ecuipment and technology very highly and would like to be

C

S & U

to buy 'such equipment and technology from the Unit Sta

The purpose of the agreement is to permit such peaceful
nuclear cooperation to take place between the United States and
the PRC. It has a term of 30 years, subject to extension by
the parties in accordance with their respective requirements,
and provides for the transfer of facilities (including
reactors), conponents and material (including fuel) for both
nuclear research and power purposes. The agreement does not
provide for any transfer of sensitive nuclear technology,
sensitive nuclear facilities or major critical components.

The agreement contains provisions which satisfy the
requirements of section 123 a. of the Atomic Energy Act as they
apply to nuclear-weapon states. Paragraph (1) of section 123
(a) requires that safegpards "as set forth in the agreement®
will be maintained for the life of itens subject to the
agreement, 1rrespect1ve of the duration of the agreement
itself. Under the Nuclear Non-Proliferation Treaty and section
127 (1) of the Atomic Energy Act, International Atomic Energy
Agency (IAEA) safeguards are only required as a condition for
nuclear exports to non-nuclear-weapon states. Therefore, IAEA
safeguards are not provided for in the agreement. Article 8
(2), however, provides for arrangements for exchanges of
information and visits by U.S. Government officials to
material, facilities and components subject to the agreement.
Mutually acceptable arrangements on such visits and information
exchange will be established prior to the approval of any U.S.
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exports under the agreement. This provision, together with
article 10 (2), which provides that this provision and others
continue for the life of the items to which they apply, meets
the requirement of section 123 (a) (1l).

Legally required provisions precluding retransfers without
U.S. consent and precluding any military or explosive use are
contained in article S (1) and (3). The required provisions on
the physical protection of items subject to the agreement are
in article 6. Paragraphs (2) and (4) of section 123 (a) of the
Atomic Energy Act, pertaining to IAEA safeguards on all nuclear
activities and a right of return of items in certain
circumstances, do not by their terms apply to agreements with
nuclear-weapon states, and consequently are not reflected in

Subsections 123 (a) (7) and (8) of the Atomic Energy Act
require that the U.S. have prior approval rights with regard to
reprocessing, enrichment, alteration in form and content and
(for weapons-usable material) storage of material subject to
the agreement. These requirements are met in article 5 (2) of
the agreement, although the text of this provision is different
from the formulations in previous agreements. The effect of
the provision is that none of these activities may be
undertaken unilaterally; prior approval of the United States is
required.

In accordance with section 407 of the Nuclear
Non-Proliferation Act, the agreement contains a provision
relating to identification of environmental implications &nd
protection of the international environmental aspects of
activities under the agreement, and in related matters of
health and safety.

The proposed agreement will, in our view, further the
non-proliferation and other foreign policy interests of the
United States. During the period of our negotiations, China
took several important _steps which clarify its
non-proliferation and nuclear export policies and practices.
Chinese Premier Zhao made important statements of China's

o~ -~ ~r~Y s €A . \ Y Y %
non-proliferation policy which make clear that China will not

contribute to proliferation. The Premier's statements were
subseqguently endorsed by the National People's Congress,
thereby giving them official status. In conjunction with
China's membership in the International Atomic Energy Agency
effective January 1, 1984, China said that it will require
safeqguards on its future nuclear export commitments to
non-nuclear wezpon states and is implementing that policy.
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Entry into force of this agreement will provide a framework
for a continuation of our discussions on non-proliferation
matters with the Chinese. It also will have a significant,
positive impact on overall U.S.-China relations, and thus will
promote important U.S. foreign policy interests. It will also
provide U.S. companies an opportunity to participate in another
aspect of China's energy program with possibly substantial
economic benefit.

We believe the proposed agreement, including the agreed
minute, meets all statutory requirements. It will also serve
United States non-proliferation and other foreign policy
interests. Therefore, pursuant to section 123 (b) of the
Atomic Energy Act, as amended, we recommend that you determine
that performance of the agreement will promote, and will not
constitute an unreasonable risk to, the common defense and
security, approve the agreement, and authorize its execution.

ACDA Director Adelman concurs in this recommendation. His
views are at attachment S.

Recommendat i on

That you sign the determination, approval and authorization
at attachment 1 and the transmittals to the Congress at
attachment 2. (The transmittals will be held until the
agreement itself is signed.)

Attachments

1. Draft Determination, Approval and Authorization
2. Draft Transmittals to the Congress

3. Proposed Agreement for Cooperation Between the
Government of the United States of America and the
Government of the People's Republic of China Concerning

Peaceful Uses of Nuclear Energy, including Agreed Minute
4. Summary of Basic Provisions

S. Views and Reconmmencations of Director of the Arms
Control and Disarmament Acency
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United States - People’s Republic of China
Peacef ul Nucl ear Cooperation Agreenent

Summary of Basic Provisions

Article 1 and Annex | contain definitions;

Articl e 2 sets forth the scope of cooperation in the use of
nucl ear energy for peaceful purposes. The parties state their
intent to cooperate in this area in accordance with the
provi sions of the agreenent. I nf ormati on, technol ogy,
material, facilities and conponents nay be transferred under
t he agreenent directly between the parties orthrough
aut hori zed persons, and shall be subject to the ternms of the
agreenent and to such additional terns and conditions as may be
agreed by the parties. Material, facilities and conponents
will be regarded as having been transferred pursuant to the
agreenent only upon confirmation by the recipient party that
such itemor itens are to be subject to the terns of the
agreenent . Sensitive nuclear technology, sensitive nuclear
facilities, and mgjor critical conponents cannot be transferred
under the agreenent; their transfer would require additional
provi sions as an anendnent to the agreenent. Each party wll
i npl ement the agreement in accordance with its respective
applicable treaties, national |aws, regulations and license
requi rements concerning the use of nuclear energy for peaceful
pur poses.

Article 3 provides for the transfer of information in a

variety of fields involving the peaceful uses of nuclear
energy. These fields include research, developnment and use of
reactors and nuclear fuel fabrication technology, the use of
material and physical and biological research, nedicirle,
agriculture and industry, nuclear fuel cycle research,
i ncl udi ng waste nanagenent techniques, health, safety, and
environnmental research and devel opnent_assessing the role
nucl ear power may play in international energy plans, and
codes, regulations and standards for the nuclear energy

industry. = The agreement limts transfers of information and
technology to that which the parties are permtted to transfer,
thus excudng the transfer of restricted data, since special

procedures under section 144 of the Atomi c Energy Act nust be
followed to authorize such transfers-- - .

Article 4 provides the basic enabling franmework for the

transfer of material, facilities and conponents. Except for
smal |l quantities of special nuclear material for use as
sanpl es, standards~, detectors, targets, radiation sources and

such othec agreed purposes, the agreenent limts authorized
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transfers of special nuclear material to | owenriched urani um
Lowenriched uranium may be transferred for use asfuel in
reactors and reactor experinents, for conversion or

fabrication, or for such other purposes as may be agreed by t he
parties. The quantity of nuclear material transferred sha

not at any time be in excess of the quantity necessary for
reactors or reactor experinments, and such other purposes as may
be agreed by the parties.

Article 5 requires the parties’ agreenent for the

retransfer of any material, facilities, conponents or special
nucl ear material transferred pursuant to the agreenent and any
special nuclear material produced through the use of any such

material or facilities.

This article also specifies that neither party has an
plans to enrich to 20 percent or greater, reprocess, or alter
In formor content material transferred pursuant to the
agreenment or material used in or produced through the use of
any material or facility so transferred. In addition, neither
party has any plans to change locations for storage of
pl utonium uranium 233 (except as contained in irradiated fuel
el enents), or high-enriched uranium transferred pursuant to the
agreenent or used in or produced through the use of any
material or facility so transferred. | f plans change, the
parties will consult inmmediately and seek agreenment w thin six
nmonths on long-term arrangenents for such activities. The
parties undertake to consider the activities favorably, and
agree to provide pertinent information on their plans. Each
party agrees not to act during this period. If a long-term
arrangenent is not agreed, the parties will pronptly consult
for the purpose of agreeing on an interim arrangenent. Bot h
parties agree to refrain from actions which either party
believes would prejudge the ions-term arrangenent or adversely
af fect cooperation under the agreenent. In essence,
consequently, none of the activities referred to in this
paragraph may be undertaken unilaterally; prior approval of the
other party is required;

Finally, article sprecludes the use of material,
facilities or conponents transferred pursuant to the agreenent
and material used in or produced through the use of any
material, facility or conmponent so transferred for any nuclear
expl osive device, for research specifically on or devel opnent
of any nucl ear explosive device, or for any mlitary purpose.
The agreed mnute nmakes clear that this obligation does not
i nvol ve any nuclear activities and related research and
devel opnent carried out by either party, as a nuclear weapon
state, through the use of material, facilities, conmponents and
technol ogy not subject to the agreenent.
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Article 6 requires that each party maintain adequate

physical security neasures, in accordance with the levels of

rotection set forth in Annex II, wth respect to any naterial

acility or conponents transferred pursuant to the agreenent
and with respect to any special nuclear material used in or
produced through the use of any material orfacility so
transferred. The neasures applied shall, as a mininmum be
conparabl e to the recomendations set forth in | AEA docunent

| NFCl RC/ 225/ Rev. 1, ‘The Physical Protection of Nuclear
Material ," or in any revision of that document agreed to by the
parties. The Annex describes physical security levels
applicable with respect to the use, storage, and transport of
nucl ear materials classified as categories | (requiring the
most stringent |evels of protection), |II, and IIl. The parties
agree to consult at the request of either party regarding the
adequacy of physical security neasures, and agree to identify
those agencies and authorities responsible for ensuring that
| evel s of physical security are adequately net and having
responsibility for coordinating response and recovery
operations in the event of unauthorized use or handling of
materials subject to the article

Article 7 accords each party the right to cease cooperation
if the other party does not conply with the provisions of the
agr eenent . Each party undertakes to endeavor to avoid taking
actions that would affect cooperation under the agreenent.

Article 8 provides that parties shall consult at the
request of either party regarding the inplenentation of the
agreenent, the devel opnent of further peaceful nuclear
cooperation, and other matters of nutual concern. It is
recogni zed that since the parties are both nucl ear-weapon
states, bilateral safeguards are not required. However, in
order to exchange experience, strengthen technical cooperation
between the parties, ensure that the provisions of the
agreenent are effectively carried out, and enhance a stable,
reliable and predictable nuclear cooperation relationship, in
connection with transfers under the agreenent the parties wll
use di plomatic channels “to establish nutually acceptable
arrangenents for exchanges of information and visits to
material, facilities and conponents subject to the agreenent.
The parties also agree to exchange views and information on the
establi shnment and operation of their respective nationa
accounting and control systens for source and special nuclear
mlaterial subject to the agreement.

Articl e 9 provides that the parties shall consult to
identify the international environmental i mpl i cations arising
from activities under the agreenent, and shall cooperate in
protecting the international environment from radioactive,
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chem cal or thermal contam nation arising fromsuch activities
and in related matters of health and safety.

Article 1establishes a thirty-year termfor the agreenent
whi ch™ may be ext ended by agreenent of the parties in accordance
with their respective applicable procedures. In the event of
suspension? termnation or expiration of the agreement or of
cooperation thereunder for any reason, articles 5, 6, 7, and 8
shal | continue in effect so long as any material, facility or
conmponents subject to these articles remains in the territory
of the party concerned or any material, facility or conponents
subject to these articles remain subject to that party’s right
to exercise jurisdiction or direct disposition el sewhere.
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July 19, 19385

MEMORANDUM FCOR THE PRESI DENT

SUBJECT : Nucl ear Proliferation Assessnent Statenent for
t he Peaceful Nuclear Cooperation Agreenent
Between the United States and China

Pursuant to Section 123a. of the Atomic Energy Act of 1954,

as anended, | am submitting to you an unclassified Nucl ear
Proliferation Assessnent Statenment on the agreenent for
cooperation between the United States and China. This state-
ment addresses the background (Part 1), the statutory require-
ments (Part 11), and the non-proliferation policy issues

(Part I11) as they relate to the agreenent.

China has recently taken major and wel cone steps in adopting
policies that advance non-proliferation objectives. The
prospect of peaceful nuclear cooperation with the United
States and others played an inportant role in encouraging
China to adopt these policies. Chi na understands that US
cooperation under the agreenent is contingent upon China's

i mpl enentation of these policies in a manner fully consistent
with those basic non-proliferate on practices and standards
that were discussed and clarified during the negotiations

wi th China.

I have concluded that the agreenment neets all statutory
requirements, and | have reached a favorable assessnent of

t he adequacy of the provisions in the agreenent to ensure
that any assistance furnished under it wll not be used to
further any mlitary or nuclear explosive purpose. The agree-
ment substantially benefits US non-proliferate on objectives,

and it wll provide agood opportunity for continuing con-
sultations with China on non-proliferation issues. In light
of all the above, | recormend that it be approved.

rmetR &~ Gt

Kenneth L. Adelman
Att achment:

Nucl ear Proliferation Assessnent Statement.
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NUCLEAR PROLI FERATI ON ASSESSMENT STATEMENT

Pursuant to Section 123 a. of the
Atom c Energy Act of 1954, as Amended,
Wth Respect to the proposed Agreenent for Cooperation
Between the United States of America
and the People’s Republic of China
Concerning Peaceful Uses of Nuclear Energy

This Nuclear Proliferation Assessnment Statenment relates
to the proposed Agreenent for Cooperation between the United
States of Anerica and the People’s Republic of China Concerning
Peaceful Uses of Nuclear Energy. This agreenent for coopera-
tion (which, together with its acconpanying Agreed M nute,
is hereinafter called the “proposed Agreenent”) is concurrently
being submtted to the President for his authorization for

executi on.

Section 123 a. of the Atomi c Energy Act of 1954, as
amended (“Atom c Energy Act”), provides that a Nucl ear Pro-
l'iferation Assessnent Statenent shall address the “adequac
of safeguards and other control mechanisms and the peacefu
use assurances contained in the agreenent for cooperation to
ensure that any assistance furnished thereunder wll not be
used to further any mlitary or nuclear explosive purpose.”
This assessnent statenent addresses the background on the
nucl ear program and policies of China (Part I); the nature
and scope of cooperation contenplated in the proposed
Agreement (Part Il A), and how the applicable substantive
requirements of the Nuclear Non-Proliferation Act (NNPA) and
the Atomic Energy Act are met by the proposed Agreement
(Part 11 B); other non-proliferation policy issues pertinent

to this agreement (Part I11l1); and the assessment, conclusions,
views and recommendations of the United States Arms Control
and Di sar manent Agency (Part V). Part Il B. responds to the

requirements for a Proliferation Assessnent Statenent in
Section 123a. of the Atomc Energy Act, as anended by both
the Nuclear Non-proliferation Act of 1978 and, nore recently,
by the Export Adm nistration Anendnents Act of 1985.
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BACKGROUND

A China’s CGvil Nuclear Program

China has recently begun to develop a civilian
nuclear energy program and has ambitious plans for the
installation of substantial nuclear electric power capacity
by the year 2000. China hopes to double total energy out put
and efficiency of energy use by that time. The construction
of nuclear power plants in energy-poor areas would help China
reach those goals.

China sees its nuclear power program as a necessary
part of its devel opnent and nodernization efforts. China is
faced with severe electric power shortages. Thi s has not
only limted the anobunt of electricity available for household
consunption, but it has also adversely affected industrial
producti on. Future industrial and economc gromh will require
i ncreased electric power.

China has relied primarily on coal -generated electricity,
especially in the northern and central portions of the country

whi ch possess rich fossil fuel deposits. In 1984, China's
coal production increased 8% over 1983 to 772 mllion netric
tons. However, the growi ng demands for coal from a spreadi ng

i ndustrial base have begun to tax the transportation sector's
infrastructure, particularly the railroads. As a result,
coal -generated energy has becone increasingly costly.

Petrol eum usage as a percentage of total energy pro-
duct ion has fallen. The output of petroleum has remal ned
flat since 1978 and now accounts for 21% of the national
energy supply, down from 24% in 1978. Chi na has conti nued
to export crude oil and sone petroleum products in order to
acquire badly needed foreign currency. It is estimated that
oil and petrol eum products constitute sone 25% of current
export earnings. Gowing internal demands for oil may force
China to reconsider its oil export policy.

Hydroel ectric power also provides energy in China.
However, the large dans required to expand China s present
hydroel ectric power supplies are regarded as costly to con-
struct and often result in the |loss of valuable agricultural
| and.

Because of these perceived energy requirements and con-
ditions, the nuclear power alternative has gained acceptance
in China. The Chinese |eadership will consider the cost and
benefits of foreign technol ogical assistance necessary to



build nodern nucl ear power plants and the |ongstandi ng

traditions of Chinese self-reliance. Thus, ina’s nucl ear
power program nost likely will be a two-track effort: Sone

foreign plant’s will eventually be constructed, and an indige-
nous effort at reactor construction and fuel fabrication
will be advanced.

It is estimated that China possesses sufficient uranium
deposits to maintain a nodest civil nuclear program Specific
and detailed information on uranium deposits is presently
unavail able, largely because China has yet to explore fully
the regions where uraniumis likely to be found.

China s technol ogi cal base for peaceful nuclear activities
is primarily an outgrowth of its cooperation with the Soviet
Union in the 1950’s. During that tine, hundreds of Chinese
engi neers and technicians were trained at Soviet universities
and research facilities. The Soviets also provided the
research reactor for the Beijing Institute of Atom c Energy

(Bl AB)

Three main centers of nuclear power research are |ocated
in Beijing, Shanghai, and Sichuan. Bei jing has two nucl ear
research facilities -- BIAE and one at Q nghua University.

Bl AE has a heavy water research reactor furnished by the
Soviet Union in 1958 and is focused largely on the devel op-
ment of heavy water reactor technol ogy. The Nucl ear Energy
Institute of Q nghua University is the primary facility for
training nucl ear engineers in China.

The primary research facility near Shanghai is the
Shanghai Nucl ear Physics Institute (SNPI). It cooperates
closely with the 728 Reactor Research and Design Institute

described below.  Both groups are working on the design of a
I i ght water nuclear power reactor simlar to those use in

the United States. The 728 Institute maintains a small
research reactor to study control rod design, power dis-
tribution, and hydraulics.

The Sout hwest Reactor Engi neering Research and Design
Center (SWERC) is located in Chengdu, Sichuan Province. Li ke
the facilities near Shanghai, SWERC is involved in research
on nucl ear power reactors. In addition, a large research
and test reactor is operated at Ziajiang. I n February 1981
Chi na announced that the reactor had gone into high power
operation; it is used to produce radioactive isotopes for
oil exploration and nedi cal uses.

China has announced plans to build at least ten nuclear
power plants with atotal generating capacity of 10,000 nega-
watts by the year 2000. PRC officials have stated that many



OfF these projects will inport foreign equipnment and engineering
servi ces.

Chinese officials at various |evels have announced plans
for reactors in at least a dozen locations, from Hainan |sland
in the south to the Liaoning Peninsula in the north. However,
it appears that only three projects are likely to be started
in the near future:

Q nshan, Zhejiang ("728 Project”) . This 300- negawatt,
“Chi nese-desi gned” power plant has been advertised as the
prototype for China s indigenous nuclear industry. Two naj or
reactor conponents -- the pressure vessel and the cooling
punps -- are to be supplied by Japan and West GCernmany,
respectively. The Chinese press reported that construction
began January 25, 1985, with the laying of the plant’s
cor ner st one. The press account reported that all roads,
water, and electricity lines for the plant were conpleted by
the end of 1984, ahead of schedul e.

Daya Bay, Guangdong. A joint venture conpany was forned
January 18, 1985, for the purpose of constructing this power
plant with twin 900 MV pressurized water reactors. Nanmed
the “Q@uangdong Nucl ear Power Joint Venture Company”, the
company is owned 75% by the Guangdong Nuclear Power investment
Company (a PRC corporation) and 25% by the Hong Kong Nuclear
Investment Company (a wholly-owned subsi diary of Hong Kong
Power and Light) . Years of negotiations have not yet resulted
in any final contracts between the Chinese and the likely
suppliers of equipnment and services for the Daya Bay project.

Sunan (“Southern Jiangsu” or “East China”), Jiangyin
County, Jiangsu. The Chinese press has announced the estab-
l'ishment of the “Dongnan Nucl ear Power Devel opnent Conpany” ,
responsi ble for constructing this plant on the southern bank

of the Yangtze River, north of Shanghai. It will hold twin
1000 MAN pressurized water reactors. Earlier this year,
requests for quotation for construction of the Sunan Project
were issued to France and West GCernany. In the absence of

an abg[jeerrent for cooperation, US conpanies were not invited
to bia.

The Chinese have had commercial consultations on the
supply of nuclear power-related equipment with France, the
United Kingdom, Canada, Sweden, the Federal Republic of Germany
(FRG), Italy, Belgium, and Japan. Bel gium the FRG and the
UK have agreenents for peaceful nuclear cooperation wth
Chi na. China has also concluded such agreenments with Argentina
and Brazil that could lead to reciprocal supply arrangenents.

The proposed Agreenent is the culmnation of over four
years of U S.-China talks. Six rounds of intensive negotiations
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were held, both in Wshington and Beijing, prior to initialling
of the proposed Agreement on April 30, 1984, by Anbassador
Kennedy and Conmissioner Jia during President Reagan's visit

to China.

Prior to seeking formal presidential approval, it becane
necessary to engage In further discussions wth China for

the purpose of clarifying matters related to inplenentation
of China’s nuclear policies. These discussions took place
through diplomatic channels and during visits of senior US

officials to Beijing. The discussions concluded success-
fully on June 27, 1985. With a resolution of these additional
guestions, it was then appropriate to proceed with obtaining

Presidential authority to sign the proposed Agreement.

B. Non-Proliferation Policy

China's non-proliferation policy and statenents
have evolved since the end of the Cultural Revol ution. Wth
the rise of the post-Mio |eadership of Deng X aoping, China
has noved toward nore responsible and active participation
on disarmanent issues in general, and nost recently on non-

proliferation in particular.

During the 1960's and 1970's, China's declaratory posture
argued that the spread of nuclear weapons to additional coun-
tries would dimnish the power of the United States and the
Soviet Union, and rejected the view that an increase in the
nunber of nucl ear-weapon states would enhance the risk of
nucl ear war. Chi nese declarations even postulated that the
i ntroduction of nuclear weapons to nations in the Third Wrld
could increase the opportunity of revolution. During the
negotiations of the Nuclear Non-Proliferation Treaty, and
subsequently, China has criticized the Treaty as discrimnatory.
But at the sanme tinme, China's actions were nore restrained
than its declaratory policy.

In the early 1980's, the possibility of Chinese involve-
ment in international nucl ear comrnerce became a reality.
This development presented a Seri ous probl em. Chi na had
assumed no international |egal obligation nor had it adopted
a _policy to require International Atom ¢ Energy Agency gll AEA)
safeguards or other controls on its nuclear exports. SO,
its broader posture on non-proliferation continued to raise
concerns about whether China would avoid actions t hat could
hel p another country acquire nuclear explosives.

Recently, China has taken a series of positive non-
proliferation steps, noving to accept those basic non-
proliferation practices and norns conmon to all suppliers.
During the January 1984 visit to Washington of Prem er Zhao,
he stated that China does not “engage in nuclear proliferation
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ourselves , nor do we help other countries to develop nuclear
weapons. "

On May 15, 1984, in an address to the Sixth National
People’s Congress, Zhao repeated that China does not “engage
in such proliferation by helping other countries to devel op
nuclear weapons.” This statement to the People's Congress
and its subsequent endorsenent by the Congress is the Chinese
Governnment’s highest vehicle for the pronouncenment of public

policy.

China's position on nuclear non-proliferation was nost
recently stated publicly by Vice Premier Li Peng in January
1985. According to an interview published in Beijing, he
said China has no intention, now or in the future, to help
non- nucl ear nations devel op nucl ear weapons. He also said
that China' s present and future nuclear cooperation wth
other countries would be confined exclusively to peaceful

pur poses.

Di scussions have been held with the Chinese, since the
proposed Agreenent was initialed last year, in order to
clarify inmplenentation of certain aspects of its non-
proliferation policy. These discussions nmade clear that the
two governnents have a common understanding of the essentia
steps needed to inplenent these policies, consistent with
their nmutual commitnent to non-proliferation . Thus, we can
expect that China's policy of not assisting non-nuclear-
weapon states to acquire nuclear expl osives will be i mple-
ment ed in a manner consistent with the basic non-proliferate on
practices common to the United States and ot her suppliers.

These discussions also provided the Chinese with a nore
conplete description of US policies and laws that form the
basis for peaceful nuclear cooperation with a country like
Chi na. Finally, these consultations also permtted discussion
of China’s intentions regarding |AEA safeguards on its civil

nucl ear program

On January 1, 1984, China joined the |AEA Chi nese
officials said during the course of negotiations on the pro-
posed Agreenent and in the ensuing discussions that, as a
menber of the IAEA, China would require |AEA safeguards on

its nuclear exports to non-nuclear-weapon states. Thi s
policy was formally inplenented in late 1984 when the China-
Brazil «civil nuclear cooperation agreenent incorporated a
reci procal | AEA safeguards requirenent for itens transferred

under the agreenent.
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LI. COMPLIANCE W~ITH STATUTORY REQUIREMENTS

As shown below, the proposed Aygreement meets all applicable

requirements of the NNPA and the Atomlc Eneryy Act, as amended.

section 123 a. of the atomic Eneryy Act, as amended by
Section 401 ot the NNPA, requlres new or amended agreements for
cooperatlion to 1lnclude the terms, conditions, duration,
nature and scope of the cooperation.

The nature and scope of the cooperation authorized by
the proposea Aygreement 1s described 1n Section A below.

The duration ot the proposed Aygreement 1s 30 years from
lts entry into torce. ©Notwlithstanding the suspension, termina-
tion or expiration of the proposed Agreement for any reason,
certain specified articles will (as discussed below) continue
in effect as lony as any material, equipment or components
subject to those articles remain subject to the -People's
Republic ot China's rilght to exercise jurisdiction or to
glrect disposition elsewhere.

The most pertinent terms and conditions of the cooperation
are discussed in Sections kB, C, F, and G of tnis Part below.

AL Nature and sScope of Cooperation

(1) Pernmitted Cooperation

Artlcle 2 sets ftorth i1n general terms the
scope of the cooperation envisayed, and paragraph 3 thereof
sets tortn a procedure with repect to such cooperation as
tollows:

Materilal, faclilities and components will
pe reyarded as havinyg been transfterred pursuant
to thls agreement only upon receipt of confirma-
tion by the supplier party, from the appropriate
Government authority of the reciplent party,
that such material, facilitles or componeants
wi1ll be subject to this aygyreement and that the
proposed recipient ot such matertial, facilities
or components, 1t other than the recilplent
party, 1s an authorized person.

Nuclear material and equilpment which under Us law may be
exported only under an agreement for cooperatlion are so
designated 1n the licensing process, and confirmation that
such liltems will be subject to the relevant ayreement takes

rhat rfi1mo T i - - 1
that time. The purpose ot the above-quoted provis
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rocrsendd Agreement o qnd tnoadattion to o uroviie a procedure
t

coronringing under the proposed Agreement other nuclear
sxuorts whlch the partlies agree shoubd o0 S0 transterred

Lcursuant £o o the proponsed Agreement .

Article 4 sets forth In more specltic t.erms rne
scope of cooperation covered by the proposed Agreement.,
Article 4(1) states that the only speclal nuclear material
£ be transferred will be low enriched uranium ("“LEU")
{1.2,, uranium enriched to less than 20% in the 1sotope
235%) except as provided 1n subparagraph 4 of article 4.

Article 4(4) authorizes the transfer of small amounts
of special nuclear material for use as samples, standards,
detectors, targets and other purposes as the partles may
agree,

(2) Types of Cooperation Not Authorized

The proposed Agreement excludes the transfer of sensi-
tive facilities and technologles. Article 2(4) provides
that sensitive nuclear technology, sensitive nuclear
facilities or major critical components "will require
additional provisions as an amendment to this agreement."
Thls constitutes a preclusion of such transfers under
this proposed Agreement. The law does not require such a
prohibition; but i1f such cooperation 1s authorized, the
law requires that certalin criteria be met in the agreement.
[f such transfers wers to be contemplated at any time 1in
the future, additional control mechanisms would need to
be obtained either 1n an amendment to the proposed Agreement
or 1n a new agreement., The term "sensitlve nuclear
technology" 1s defined at Article 1(17), "sensitlve
nuclear facilities" at Article 1(14) and "major critical
components" at Article 1(16).

B. Specific Requirements for a New agreement for
Cooperatlon

Section 123 a. of the Atomic Energy Act provides that
a new agreement for cooperation shall include nine specific
requirements. These are quoted below, together with an
explanation of how they are satisfied by the proposed Agree-
ment.

(1) Safeguards and their Durability

Subparagraph (1) of Section 123 a. requires:

"a guaranty by the cooperating party that safeguards
as set forth 1n the agreement for cooperation will
be maintained with respect to all nuclear materials
and equipment transferred pursuant thereto, and with

9
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respect to all special nuclear material used i n o r
produced through the use of such nuclear materials
and equi pnent, so long as the material or equipnent
remai ns under the jurisdiction or control of the
cooperating party, irrespective of the duration of

ot her provisions in the agreenent or whether the
agreenent is termnated or suspended for any reason.”

(2) Scope of Safeguards

Subparagraph (2) of Section 123 a. provides:

“in the case of non-nucl ear-weapon states, a
requirenent, as a condition of continued United
States nucl ear supply under the agreenent for
cooperation, that |AEA safeguards be naintained with
respect to all nuclear materials in all peaceful

nucl ear activities within the territory of such
state, under its jurisdiction, or carried out under
its control anywhere;"

Since China is a nuclear weapon state, the requirenment for
IAEA safeguards set forth in subparagraph 2 of Section 123 a.
is not applicable.

Subparagraph (1) nandates that whatever safeguards are set
forth in the agreenent for cooperation shall apply to the
itenms specified in that subparagraph as long as those itens
remain under the jurisdiction or control of the cooperating
party. paragraph 2 of Article 10 (2) of the proposed Agreenent
st at es:

2. Not wi t hst andi ng the suspension, termnation or
expiration of this agreement or any cooperation
hereunder for any reason, the provisions of article
5,6,7, and 8 shall continue in effect so long as
any material, facility or conponents subject to
these articles remain in the territory of the party
concerned or any material, facility or conponents
subject to these articles remain subject to that
party’s right to exercise jurisdiction or to direct
di sposition el sewhere.

Article 5 deals with retransfers, reprocessing, enrichnent,
alteration and no use for mlitary purposes. This article is
examined in detail in the analysis of subparagraphs 3,57,
and 8 of 123 a. Article 6 deals with physical security and
is exam ned under the analysis of subparagraph 6 of 123 a.

Article 7 states in pertinent part:

If either ﬁarty at any time followng entry into
force of this agreenent does not conply with the
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provisions of this agreenent, the parties shall
promptly hold consultations on the problem It being
understood that the other Party shall have the right
to cease further cooperation under this agreenent.

Finally., Article 8 states:

1. The parties shall consult at the request of
either party regarding the inplementation of this
agreenent, the developnent of further cooperation in
the field of peaceful uses of nuclear ener gy, and
other matters of nutual concern.

2. The parties recognize that this cooperation in
t he peaceful use of nuclear energy is between two
nucl ear-weapon states and that bilateral safeguards
are not required. In order to exchange experience,
strengthen technical cooperation between the parties,
ensure that the provisions of this agreenent are
effectively carried out, and enhance a stable,
reliable, and predictable nuclear cooperation rel a-
tionship, in connection with transfers of material
facilities and conponents under the agreenent the
parties will use diplomatic channels to establish
mutual |y acceptabl e arrangenents for exchanges of
information and visits to material, facilities and
conponents subject to the agreenent.

3. The parties shall exchange views and information
on the establishnment and operation of their respective
national accounting and control systens for source

and special nuclear material subject to this agreenent.

Thus, Article 10 of the proposed agreement would apply
Us. rights regarding retransfer, storage, reprocessing,
enrichment, alteration, physical security, exchanges of
information and visits and the Chinese guaranty against
mlitary or explosive use irrespective of the duration of
other provisions in the agreenment or “whether the agreenent is
term nated or suspended for any reason.

The right set forth in Article 8 for the United States
to conduct visits to material, facilities and conponents
subject to the proposed Agreement is an inportant neans of
assuring that the provisions of the proposed Agreenment are
carried out, in particular, the Chinese guaranty against
mlitary or explosive use. Indeed, Article 8 specifically
states that one of the purposes of visits is to ensure that
the provisions of the proposed Agreenment are effectively
carried out. Moreover, Article 8 states that visits shall be
arranged “in connection with transfers” of itens under the
proposed Agreenent. Mutual |y acceptable arrangenents on
visits will be established before exports under the
proposed Agreenent are approved. Al so valuable for the
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purpose ot assuring that the provisions of the proposed
Agreement are carrlied out are those provisions calling for
frequent consultations and for exchanges of Inftormation on
national accounting and control systems. The requirements of
subparagraph 1 of Section 123 a. are satisfied by the
proposed Agreement.

(3) No Mi litary or Explosive Use

Subparagraph ( 3)of Section 123 a . requires:

“a guaranty by the cooperating party that no nuclear
materials and equipnment or sensitive nuclear technol ogy

to be transferred pursuant to such agreenent, and no
special nuclear material produced through the use of
any nuclear materials and equipment or sensitive

nucl ear technology transferred pursuant to such
agreenment, wll be wused for any nuclear explosive
device, or for research on or devel opnent of any

nucl ear explosive device, or for any other mlitary

pur pose;”

Article 5 nmeets this requirenment wherein China guarantees

t hat:
“Material, facilities or conmponents transferred
pursuant to this agreement and naterial used in or
produced through the wuse of any nmaterial, facilities
or conponents so transferred shall not be used for

any nucl ear explosive device, for research specifically
on or developnent of any nuclear explosive device,

or for any mlitary purpose.”

There is no reference to sensitive nuclear technology be-
cause, as noted above, Article 2(4) of the proposed Agreenent
provides that an anendnent is required before sensitive
nucl ear technology could be transferred under the proposed

Agr eenent .

During the negotiations, China sought assurance that the
agreement did not affect its right, as a nuclear weapon state,
to conduct nuclear explosive activities wusing materials,
facilities, conmponents, and technology that are not subject
to the proposed Agreenent. The Agreed Mnute provided such
assurance as follows:

Both parties agree that the interpretation and

i mplemrentation of article 5(3) shall not involve any
nuclear activities and related research and devel opnent
carried out by either party, as a nuclear weapo,

state, through the use of material, facilities,
components and technology not subject to the agreenent.



(4) Rlght of Return

Subparagraph (4) of Section 123 a. requires:

“oxcept 1n the case of those agreements for cooperation
. . . with nuclear weapon states, a stipulation that
the United States shall have the right to require

the return of any nuclear materials and equipment
transferred pursuant thereto and any special nuclear
material produced through the use thereof 1f the
cooperatilng party detonates a nuclear explosive
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Since China 1s a nuclear weapon state, the requirement for a
right of return as set forth 1In subparagraph (4) of Section
123 a. la not applicable. Article 7, however, makes clear
that the United States has the right to cease further coopera-
tion 1f China does not comply with the provisions of the
Agreement,

(5) Retransfer

Subparagraph (5) of Section 123 a. reguires:

"a guaranty by the cooperating party that any mate-
rial or any Restricted Data transferred pursuant

to the agreement for cooperation and....any produc-
tion or utilization facility transferred pursuant
to the agreement tor cooperation or any special
nuclear material produced through the use of any
such tfacility or through the use of any material
transferred pursuant to the agreement, will not be
transferred to unauthorized perscons or beyond the
jurisdiction or control of the cooperating party
wlthout the consent of the United States;"

Section 109 of the Atomilc Energy Act requlres that
reciplient nations also agree to obtain U.S. approval before
retansferring any components, ltems and substances exported
trom the United States Whl h the Nuclear Regulatory Commission
("NRC") has found to be "significant for nuclear explosive
purposes." The NRC has i1dentified a series of such components,
ltems and substances iIn regulations contained 1in 10 CFR Part
110 which are subject to this retranster requirement.

Article S5(1) of the proposed Agreement satisfies both
retransfer criteria of the Atomic Energy Act by providing
that material, facilities, or components or special nuclear
material transferred pursuant to the proposed Agreement and
speclal nuclear material produced through the use of such

mater1al or facilities, “shall not be retransferred to unauthor-

tzed persons or, unless the parties agree, bheyond its territory.
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(6) physical Security

Subparagraph (6) of section 123 a. requlres:

"a guaranty by the cooperating party that adequate
physical security will be maintained with respect to
any nuclear material transferred pursuant to such
agreenent and with respect to any special nuclear
material used in or produced through the use of any
material, production facility, or utilization facility
transferred pursuant to such agreenent;"

Article 6(1) of the proposed Agreement meets this require-
ment by providing a guaranty by China that

"adequat e physical security shall be maintained with
respect to any material and equipnent transferred to
and under its jurisdiction pursuant to this agreenent
and with respect to any special nuclear material

used in or produced through the use of any materia

or equipnent transferred to and under its jurisdiction

pursuant to this agreenent.”

with respect to the neaning of “adequate,” Section 127(3)
of the Atom c Energy Act, as added to the |aw by Section 305
of the NNPA, provides that physical security neasures shall
be deened adequate if they provide a |evel of protection
equivalent to that required by regul ations promnmul gated by the
NRC establishing |evels of physical security (see NNPA Section
304(d) and 10 CFR 110.43).

The bal ance of Article 6 and Annex Il to the proposed
Agreenent contain inplenenting provisions, such as a descrip-
tion of the levels of physical security contenplated and
measures to be taken. These provisions are consistent wth
the Cuidelines for Nuclear Transfers published by the I AEA in
February 1978 and the above-nentioned NRC regul ations.

Article 6(3) permts the United States to consult with
Chi na concerning the adequacy of physical security neasures
in China, and, in accordance With Article 6(@4), the Chinese
authorities responsible for physical security will be made
known to the United States. These provisions will facilitate
cooperation between the United States and China on physical
security matters of mutual interest, and will also enhance
Us. ability to be assured as to the level of physical protec-

tion being maintained.
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(7) Reprocessing, Enrichment or other Alteratlion

Subparagraph (7) of Sectlon 123 a. requires:

"a guaranty by the cooperating party that no material
transferred pursuant to the agreement for cooperation
and no nmaterial wused in or produced through the use
of any material, production facility, or utilization
facility transferred pursuant to the agreenent for
cooperation W1l be reprocessed, enriched or (in the
case of plutoniun? uranium 233, or wuranium enriched
to greater than twenty percent in the isotope 235,

or other nuclear materials which have been irradiated)
otherwise altered in form or content wthout the

prior approval of the United States;"

This criterion contains several restrictions. First,
Us. approval nust be obtained prior to any reprocessing of
material supplied under a new or anmended agreenent or of any
material produced from such naterial or produced or used in a

production or utilization facility so supplied (e.g., a

reactor). Second, such approval nust be obtained for enrich-
ment, after export, of any wuranium supplied under a new or an
anended aqreenent. Third, such approval mnust be obtained for

any alteration of weapons useable nmaterial or irradiated
nuclear nmaterial which has either been supplied under a new
or an anmended agreement or produced from such material or
used in any such equipnent so supplied.

Paragraph 2 of Article 5 of the proposed Agreenent states:

Neither party has any plans to enrich to twenty
percent or greater, reprocess, or alter in form or
content nmaterial transferred pursuant to this
aqreenent or material or facility so transferred.
Neither party has any plans to change |ocations for
storage of plutonium uranium 233 (except as con-
tained in irradiated fuel elenments), or highly
enriched wuranium transferred pursuant to this
agreenent or used in or produced through the use

of any nmaterial or facility so transferred. In
the event that a party would like at sone future
time to undertake such activities, the parties

will promptly hold consultations to agree on a
mutual |y acceptable arrangenent. The parties
undertake the obligation to consider such activities
favorably, and agree to provide pertinent informa-
tion on the plans during the consultations.

I nasmuch as any such activities will be solely for
peaceful purposes and will be in accordance wth
the provisions of this agreenment, the parties wll
consult imediately and wll seek agreement wthin
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s1x months on long-term arrangements tor such rctilv-
iries. In the spirit of cooperation the parties
4gree not to act within that period of time., It
such an arrangement 1S not agreed upon within that
period of time, the parties will promptly consult
tor the purpose of agreeing on measures which they
consider to be consistent with the provisions of
this agreement 1n order to undertake such activities
on an interim basis. The parties agree to refrain
from actions which either party believes would
prejudge the long-term arrangements for undertaking
such actilvities or adversely affect cooperation
under thils agreement. The parties agree that the
consultations referred to above will be carried

out promptly and mutual agreement reached 1in a
manner to avolid hampering, delay or undue interfer-
ence 1n their respective nuclear programs. Neither
party will seek to gain commercial advantage.
Nothing 1in this article shall be used by either
party to inhibit the legitimate development and
exploitation of nuclear energy for peaceful purposes

in accordance with this agreement.

The first sentence in Article 5(2) states neither party
intends to engage in any of the activities specified in

Section 123 a. (7). Should China in the future desire to
undertake reprocessing, enrichnent or other alteration,
consultations wll be held to establish long-term arrangenents
for such activities and the United States has agreed to
“consider such activities favorably. ” No reprocessing,
enrichment or alteration wll be conducted during the period
that such consultations are underway. If no long-term arrange-
nments are agreed within six nonths of the initiation of
consultations , the parties will consult on measures that

would allow such activities on an interim basis. Chi na

agrees to refrain from any reprocessing, enrichnent or altera-
tion if the United States believes such activities “would
prejudge the Ilong-term arrangements for undertaking such
activities or adversely affect cooperation” wunder the proposed
Agr eement . Al though set forth in two stages, the text of
Article 5(2) clearly precludes, for the first phase, any
reprocessing, enrichnent or alteration while seeking to
establish long-term arrangenents for such activities. Duri ng
the second phase when the United States and China are seeking
to meke interim arrangements, the Chinese cannot undertake
reprocessing, enrichnent or alteration if the United States
objects on grounds that such activity “would prejudge the
long—term arrangenents or adversely affect cooperation.” Thus
Chi na cannot unilaterally proceed with reprocessing enrichment
oralteration in the face of U S  objection. Article 5(2)
accordingly satisfies the criterion of subsection 7 of Section

123 a.
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{5 Storaqe
Subparaqraph (8) of section 123 a. regulres:

The proposed Agreenment authorizes retransfer of only
small quantities of plutonium wuranium 233 or wuranium enriched
to greater than 20 percent in the isotope 235.

Article 4(1) provides:

“Any special nuclear material to be transferred
under this agreement shall be owenriched

urani um except as provided in paragraph 4 of
thisarticle.”

Article 4(4) states:

4, Small quantities of speci al nucl ear
mat eri al may be transferred for use as
samples, standards, detectors, targets,
radiation sources and for such other
purposes as the parties may agree.

special nuclear material is defined 1n subparaqgraph (7)
ot Article 1 as follows:

“(i) plutonium, uranium 233, or Uranium enriched
in the isotope 235 or (ii) any other materi al SO

designated by agreement of the par ties.”

The proposed Agreenment addresses any change in storage
location for such small quantities of wuranium 233, uranium
enriched greater t han 20 percent. inthe isotope 235 or pluto-
Nium in the same mManner as it addresses reprocessing, enrichment.

or other alteration. (All these subjects are dealt wth in
paragraph 2 of Article 5 of the proposed Agreement which s
set forth on page 11-8 of this Assessment Statenent. ) As with

reprocessing, enrichment or other alteration, China has
agreed not toundertake any change in storage location while
the Parties are seeking to establi sh | ong—term arrangements
for such storage. During the second phase while the Parti es
are  seeking interim arrangements, the Chinese cannot change
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the location for storage of the specified materials if the
United States objects. Thus, U S. approval for any change in

storage locations for these materials is guaranteed.

The proposed Agreenent contains a phrase excluding pluto-
nium or uranium 233 in irradiated fuel elenents from the

approval requirenents for changes in storage |ocations. Thi s
follows the approach set forth in other agreenents for coopera-

tion that the United States has entered into with other

countries. This exclusion is consistent with the storage
criterion in the Atomic Energy Act because it is designed to
cover materi al di rectly useable in nuclear explosives.

(Senate Report 95-467, pp. 22, 52-53.)

The proposed Agreenent does not deal with initial storage
| ocations, only changes in storage |locations after the listed
materi al s have been received. Normal practice wth respect
to the exports of the small quantities of the material specified
in section 123(a)(7) includes specifying the storage |ocation
for such materials. Thus, at all tinmes, storage |ocations
will be approved by the United States.

(9) Sensitive Nuclear Technol ogy

Subparagraph (9) of Section 123 a. requires:

“a guaranty by the cooperating party that’ any
special nuclear material, production facility, or
utilization facility produced or constructed under
the jurisdiction of the cooperating party by or
through “the use of any sensitive nuclear technol ogy
transferred pursuant to such agreenment for
cooperation will be subject to all the requirenents
specified in this subsection.”

Article 2(4) of the proposed Agreenent provides that an
amendment shall be required for any transfer of sensitive
nucl ear technol ogy? sensitive nuclear facilities, or ngjor
critical conponents. Since the guaranty required by this
criterion relates only to material or facilities produced or
constructed through the use of sensitive nuclear technol ogy
transferred under the proposed Agreenment, it is inapplicable
to the proposed Agreenent unless and until it is anended to
provide for the transfer of such technol ogy.

C. NNPA Section 402 -- Additional Requirenents

Section 402(a) contains additional enrichnent
controls quoted and discussed bel ow.

“Except as specifically provided in any
agreenent for cooperation, no source or
special nuclear material hereafter exported
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from the united States may be enriched after
export wthout the prior approval of the
United States for such enrichment;”

Article 5(2) of the proposed Agreenent, which deals wth
this restriction, 1is discussed above. By limting the need
to obtain U S. consent to enrichnment of twenty percent or
greater in the isotope 235, the United States is approving
enrichment up to twenty percent of material subject to the
proposed Agr eement .

Section 402(a) further requires that:

“INJo source or special nuclear materi al
shal |l be exported for the purpose of
enrichnent or reactor fueling to any
nation or group of nations which has,
after the date of enactnent of this Act,
entered into a new or amended agreenent
for cooperation with the United States,
except pursuant to such agreenent.”

Asapplied to the present case, this provision nmeans that
after entry into force of the proposed Agreenment, no UsS.
source or special nuclear material can be exported to China
for enrichnment or reactor fueling except pursuant to the
proposed Agreenent. This will foreclose transfers of source
material for such purposes outside an agreenent for cooperation,
whi ch woul d ot herw se be possible under Section 64 of the

At om ¢ Energy Act.

section 402(b) of the NwA provides that:

“In addition to other requirenents of

law, no major critical conponent of any
uranium enrichment, nuclear fuel
reprocessing , or heavy water production
facility shall be exported under any
agreement for cooperation ...unless S uUC h
agreenent for cooperation specifically
desi gnates such conponents as itens to be
exported pursuant to the agreenent for
cooperation.”

Article 2(4) of the proposed Agreement provides that
there may be no transfer under the proposed Agreenment of a

“sensitive nuclear facility” -- defined in Article 2(14) to

i nclude uranium enrichnment, reprocessing, and heavy water
production facilities as well as facilities for the fabrica-
tion of nuclear fuel containing plutonium — or “major critical

conponents” as defined in Article 2(16), unless the proposed
Agreement is anended.
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D. NNPA Section 307 -- Conduct Resulting in
Term nation of Nuclear Exports

Section 307 added Section 129 to the Atomic Energy Act,
which prohi bits nucl ear exports to nations which engage in
certain proscri bed activities. The activities in Section 129
are those which are directly related to weapons acquisition
or which could have a weapons- related notivation. Based on
available information, it is believed that a finding under
Section 129 that would preude NUCl ear exports to China
under the proposed Agreenent is not warranted.

E. NNPA Section 309 -- Conponents, Itens and
Subst ances

Section 309 of the NNPA amended Section 109 of the Atomc
Energy Act to authorize the NRC to determne that certain

conponent parts, itens and substances, because of their
significance for nuclear explosive purposes, should be subject
to its licensing authority. For such l|icenses, the NRC must

find that the following criteria or their equi val ent are met :

“(1) | AEA safeguards as required by Article
111(2) of the [neT] Wil be applied with
respect to such conponent, substance, or
item (2) no such conponent, substance, or
itemw |l be used for any nucl ear explosive
device or for research on or devel opnent of
any nucl ear explosive device; and (3) no
such conponent, substance or itemwll be
retransferred to the jurisdiction of any other
nation or group of nations unless the prior
consent of the United States is obtained for

such retransfer.”

The Nrc pronul gated regulations on My 19, 1978 (10 CFR
Part 110) which identified certain reactor conponents and two

substances -- heavy water and nucl ear graphite (noderator
materials) -- the export of which would be subject to these
criteria. In the case of China, the first criterion is net

because Article I11(2) of the NPT only requires |AEA safeguards
on exports to non-nuclear weapon states. The second criterion
(no explosive use) is nmet by the language in Article 5(3)

The third criterion (retransfer) can be net by having conponents
and moderator material identified as bei ng exported wunder the
proposed Agreenent, in which case Article 5( 1) would apply.

(The Atomi c Energy Act does not require that such exports be
transferred under an agreement for cooperation; however, they

may be so transferred. )
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111. OTHER NON- PRCLI FERATI ON | SSUES

Any decision by the United States to engage in nuclear
cooperation Wth another nation can raise a nunber of non-
proliferation policy issues in addition to questions about
the legal rights, guarantees, and safeguards contained in
the applicable agreenment for cooperation. These issues wll
vary from case to case. They could involve, for exanple,
the scope of the cooperation envisaged under such an agree-
ment, the precedential inplications of ©particular provisions
of such an agreenent, the degree to which extending nuclear
cooperation may foster other non-proliferation interests, or
the general role of the state concerned in non-proliferation
efforts. This part of the assessnent statenent addresses

those policy issues which relate to the proposed Agreenent.
A China's Non-Proliferation Policy

The central policy issue concerns the relationship
of the proposed Agreenent to China’ s non-proliferation policy.
As outlined in Part I, over the recent past China has cone
to accept the nost critical norns and practices at the heart
of efforts to prevent the spread of nuclear explosives to
addi tional countries. China joined the | AEA, stated that it
woul d require safeguards on its exports to non-nuclear weapon
states, and commtted itself not to help other countries
acqui re nucl ear expl osives. Those positive and wel cone steps
went hand-in-hand with China's interest and activities in
obtaining foreign assistance for its civil nuclear program

During the talks, the US nade clear that a shared under-
standing on non-proliferation was essential to provide a
framework for assistance to China's peaceful nuclear program
Di scussions wth other countries, including the United States,
on nuclear cooperation also provided an opportunity for sub-
stantial exchanges on non-proliferation issues, practices,
and nor s, These exchanges elevated the political inportance
of this issue, and created a better understanding by the PRC
of the significance of certain non-proliferation principles
and practices.

As a nucl ear—weapon state, China has denonstrated that
it has the technological and scientific ability to build a
nucl ear bonb and the capability of producing weapons-usable
fissile mat eri al . Until recently, it had announced no policies
against assisting another state to acquire nuclear explosives.
China is not a party to the Nuclear Non-Proliferation Treaty
which contains obl i gati ons not to assist non-nuclear-weapon
states in the manufacture or acqui sition of nuclear explosives.
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Thus, the potential for great harm to global non-proliferation
efforts and barriers has been present.

Since January 1984 China nade a series of statenents
stressing that its policy is not to assist other to acquire

nucl ear weapons. *

Di scussions with China that have taken place since the
initialing of the proposed Agreement have contributed
significantly to a shared understanding with China on what
it means not to assist other countries to acquire nuclear
explosives, and in facilitating China's steps to put all
these new policies into place.

Thus, ACDA believes that the statements of policy by
senior Chinese officials, as clarified by these discussions,
represent a clear commtnment not to assist a non-nuclear-
weapon state in the acquisition of nuclear explosives. On
the basis of the discussions with the PRC, the United States
can expect that China's policy of not assisting a non-nuclear-
weapon state to acquire nuclear explosives will be inplenmented
in a manner consistent with those basic non-proliferation
practices conmmon to the United States and other major suppliers.

This commtnment applies to all future Chinese assistance.
Moreover, the Chinese are fully ‘aware of the inportance of
their non-proliferation policies to future US-China nuclear
rel ations. They know that should we find out about any action
i nconsi stent with these basic non-proliferate on neasures,
including requiring |AEA safeguards on nuclear exports, we
would not go forward with exports until the matter were
resol ved satisfactorily.

In joining the AEA, China will be able to participate
in inplementing the basic principles of that Agency which
include efforts to prevent the spread of nuclear explosives.
China’s presence in that international forum also wll bring
it into contact with other countries that support a strong
non-proliferation and safeguards regine.

Because US-China peaceful nuclear cooperation nust rest
on shared principles of non-proliferation , it will be important
for the United States to consult regularly with China on
non-proliferation i ssues. W wll also pay close attention
to China's actions in this area. The United States has nade

*See pages 4-5 of part 1.
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clear to China chat US-Chinese nuclear cooperation rests o,
strict adherence to these principles and common basic practices.

The proposed Agreenent will provide a basis for further
consul tations between the United States and China on
non-proliferation. These consultations can strengthen the
mutual commtnment to shared non-proliferation principles and
establish a franmework for cooperation in this area. Over
time, such consultations may |ead to further inprovenents in
China’'s non-proliferation policies.

The United States has been cautious in cooperating with
countries that are not parties to the Nuclear n-Proliferation
Treaty, given the inportance of the Treaty in pronoting
non-proliferation. No such cooperation should be concluded
in the absence of significant non-proliferation benefits.

ACDA believes that the proposed Agreenent neets this test.

In summary, as a country outside the non-proliferation
regine, China posed a serious potential risk to international
non-proliferation efforts. China has now declared its opposi-
tion to proliferation and taken concrete steps toward gl obal
non-proliferation norms and practices. Along with the dis-
cussions with other countries, the prospect of the proposed
Agreenent played an inportant role in bringing about this
evolving attitude on the part of China.

B. “Consultations and Visits”

As noted in Part |Il, the proposed Agreenent neets
all of the requirements of US law, including apledge that
material and equi pnment subject to the agreenent vw'l? not be
used for nuclear explosives or anymlitary purpose. The
provisions of the proposed Agreenent which relate to the
ability of the United States to verify this assurance are
unique and recognize that China is a nuclear-weapon state.

The United States 1is not obligated, either by domestic
law or by the nuclear export provisions of the Nuclear Non-
Proliferation Treaty, to condition nuclear exports to nuclear-
weapon states on the acceptance of IAEA safeguards. Even
so, the United States did seek Chinese acceptance of IAEA
safeguards on US supply under the agreement, but the Chinese
adamantly refused -- as they have to date with other nuclear-
weapon states. (The Chinese reportedly did agree to |AEA
saf eguards on any “sensitive” assistance they receive from
the UK The US-China agreenent does not permt cooperation
in those areas defined as “sensitive nuclear technology”
under US law, nor in other ‘sensitive” gareas such as exports
of significant quantities of highly enriched uranium or
pl ut oni um)
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Acceptance of 1aAea safeguards by nucl ear-weapon states
can serve to minimize discrimination against non-nuclear
weapon states<, and thus can help to sustain broad politica
support for international non-proliferation institutions
such as the | AEA safeguards system For that reason, the
United States, United Kingdom France, and the Soviet Union
have all voluntarily permtted the I1AEA to apply its safeguards
on at |east sone of their respective civil nuclear facilities.
As noted above, it appears China has agreed in principle to
accept 1aea safeguards on inports from certain non-nuclear-
weapon states. As a practical matter, however, there are no
such saf eguards yet applied in China.

Article 8 of the agreenment provides for “nutually accept-
abl e arrangenments for exchanges of information and visSits”
in connection with transfers under the agreenent. These
arrangenents will be established through diplomatic channels
prior to the licensing by the United States of nuclear exports
under the agreement, and wll include provision for exchanges
of information and visits by US personnel to relevant sites
in China where US material or equipnment subject to the agree-
ment is located. The United States and China will also
exchange views and information on their respective nationa
accounting and control systens for nuclear material subject
to the agreenent.

The scope of cooperation permtted by the proposed Agree-
ment also is inportant when considering provisions relate
to verification. Cooperation under the agreenent is linited
to reactors, their mg or conponents, and [ow enriched uranium
fuel. As noted previously, 1t does not authorize the export
of nmore than gram quantities of plutonium and highly enriched
uranium nor does it authorize the export of sensitive facili-

ties capable of producing such material. A separate agreement --
i ncluding Congressional review -- would be necessary to
authorize the transfer of such itens. Mor eover, as described

bel ow, nmutually agreed arrangenments for reprocessing are
provided in the agreenent.

~ As a nucl ear-weapon state, China has nuclear facilities
dedi cated to the production of fissile material for nuclear

weapons. Any effort by China to divert material froma civi
facility for mlitary purposes would result inthe termnation
of any US assistance to China' s civil nuclear program and

in all probability that of other foreign suppliers as well.
Both factors reduce any incentive for China to divert material
or equipnment fromits civil program

G ven these circunstances, acoa believes that the pro-
visions of the proposed Agreenent are adequate to provide
confidence against the msuse of any items subject to the
proposed Agreement. ACDA has considerable experience in
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designing systens ainmed at deterring the diversion of any
nucl ear material from peaceful to mlitary uses, and expects
to participate actively with other relevant agencies in estab-
lishing the mutually acceptable arrangenents in connection

wi th proposed exports under the agreenent.

C. Consent R ghts |,

As noted in Part |Il, ACDA believes that the rel evant

provision in the proposed Agreenent (Article 5, paragraph 2)
satisfies the statutory requirenment of US consent rights

over certain fuel cycle activities, including reprocessing.
The Chinese have stated that they have no plan to undertake
reprocessing of spent fuel from power reactors for at |east
fifteen years. In fact, there is no existing facility in

Chi na capabl e of reprocessing such fuel.

Should China desire to undertake any of these activities,
the United States and China will attenpt to reach agreenent
within six nonths on |ong-term arrangements to govern the
conditions for such activity. These long-term arrangenments
could take many forns.

In particular, ACDA believes that in connection wth
any future discussions on long-term arrangenents and the
possible exercise of the United States consent rights over
reprocessing, it wll be inportant to ensure thatthe proce-
dures called for under Article 8 are adequate to help verify
that any separated plutonium is being used consistent wth
the provisions of the agreement. Any procedures for infornma-
tion exchange and visits previously agreed for the transfer
of reactors and |low enriched uranium fuel maynot be suffi-
cient for separated plutonium However, the provisions of
the proposed Agreement are full¥ adequate to ensure that
such arrangenents are agreed before any reprocessing takes

pl ace. ACDA fully supports the outcome on consent rights;

it solved the last maj or oObstacle in the negotiations prior
tothe April 1984 initialing, and preserved the significant
non-proliferation benefits of the proposed Agreenent.

D. Summar y

The proposed Agreenment is wunique in conparison to
other agreements for cooperation concluded since the Nuclear

Non-Proliferation Act. It is the first such agreement with

a nuclear weapon state since the passage of that Act. Furt her,
China had only recently accepted the basic norns and practices
of non-proliferation . An appreciation of this context is

essential in making a balanced judgnent on the non-proliferation
benefits of the proposed Agreenent.
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China’s desire to obtain foreign assistance for its

civil nuclear program provided an opportunity for substantial
discussions with the United States and other suppliers on
t he major features of the non-proliferation regime. Moreover

the prospect of assistance was a major incentive for con-
siderable evolution of China's position on non-proliferation

China has joined the | AEA, and stated that it will require
| AEA safeguards on its nuclear exports. China has commtted
itself not to assist other countries to acquire nuclear
expl osives. And the United States can expect that China's
policy of not assisting a non-nucl ear-weapon state to acquire
nucl ear explosives will be inplenmented in a manner consi stent
wi th those basic non-proliferation practices common to the
United States and other major suppliers. The Chinese are
also fully aware that their continued support for and effective
i npl ementation of these basic practices Is a sine qua non
for US nucl ear cooperation under the proposed Agreenent.

Entry into force of the proposed Agreenment would con-
tribute inportantly to the ability of the United States to
continue working with China in non-proliferation. The agreenent-
not only recognizes the evolution in China's non-proliferation
policies, butalso provides a framework for continued exchanges

in this area.
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V.  CONCLUSI ONS

On the basis of the analysis in this assessment statenment
and all pertinent information of which he is aware, the Director
of the United States Arns Control and D sarmanment Agency

has:

0 concluded that the proposed Agreenent neets all of
the substantive requirenents in the Atom c Energy Act and
t he NNPA applicable for new or anended agreenents for

cooper ati on.

0 reached a favorable net assessnent of the adequacy
of the provisions of the proposed Agreenent to ensure that

any assistance furnished thereunder wll

not be used to

further any nilitary or nuclear explosive purpose.

0 concluded that execution of the

proposed Agreenent

woul d advance the non-proliferation program policy, and

objectives of the United States; and

O joined in the recomendation of
State and the Secretary of Energy that

the Secretary of
the president determ ne

that the performance of the proposed Agreenent wll pronote,

and will not constitute an unreasonabl e

risk to, the common

defense and security, and that the president approve and

aut hori ze the execution of the proposed

Agr eenent .



