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Discussion:

3w

(2) Conduct a study of origin swapping tramsactioms
during the past vear and those planned for the near
future, including an informal survey (by phone or visit)
of licensees and contacts with the Department of Energy
and their contractors, and an assessment of the prolirer-
ation implications of such transactions, The need for,
and likelihood of achieving internationally agreed
supplier controls on swapping would also be assessed.

(3) Decide now mot to require licensees to report origin
swapping.

Backzround

Based upon verbal information received by 1SS, it is

cormon practice for companies to "swap'' nuclear materials
originating in differsnt countries. Swapping is an
arrangement whereby nuclear materials that originated in

one country are exchanged for nuclear materials held by
another organization that originated in a different

country without a physical transfer of material. This
information came to light during our efforts to detemmin

the location of ruclear materials of foreign origin

currently within the United States so as to estadlish
baseline country-origin accounts to irplement the country of
orizin tracking system initiated by JRC on January 1, 1979,
Information conceming this matter was requested by Cormissioner
Bradford and provided to him in a memcrandum dated November 9,
1978 (Enclosure 1). After reviawing and considering this
information, Commissioner Bradford has requested us to
examine the possibility of requiring MRC licensees to report
each "swap" in which they participate (Enclosure 2).

Analvsis of Altermatives

Following is a listing of arguments pro and con for each
alternative.

Alternative 1

Publish propcsed rule changes in very near future without
further study to require licemsees LO report Origin swapping
of muclear materials.
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o Would permit NRC to evaluate each swagping transaction
involving MRC licensees on a current basis and enable
NBC to initiate timely action if a reported transaction
indicates a potential for circumvention of U.S.
proliferation ccntrols on exported nuclear materials.

o This alternative provides the quickest means to determine
whether and to what extent origin swapping occurs and
might be used in the future to circurmvent U.S. export
contrels.

&

v

Je have not as vet identified a type of origin swapping

O

-

transaction that could result in a possible circumvention
of U.S. export controls.

o Since such a reporting requirament would affect only
NRC licensee transactions, it would be of limited value
as a control measure.

o The principal argument for imposing the rep orting
raquirement would be to assess 1f a potential problam
exsts and such an assessment should properly De made
before the requirement is imposed.

o While it does not appear that reporting such information
would be costlvy and difficult for licensees, we do not
really know the extent to which origin swapping has
occurred in the past and thersfore do not really know
what the cost impact might be on licensees.

-

Altemative 2

Conduct a study or origin swapping transactioms during the
past year and those plammed for the near future, including
an informal survey phone or visit) of licensees and
contacts with the Deparmment of Enerzy and their contrac-
tors, and an assessment of the proliferation implications
of such transactioms. The need for, and likelihood of
achieving intemationally agreed supplier controls om
swapping would also be assessed.



Pro

o Vould develop information necessary to determine if
such a reporting requirament is needed and permit MNRC
assessment of the possible impacts on licensee operatiocms.

o Would allow appropriate time for discussions concerning
those swapping transactions imvelving DCE license—exempt
contractors or swapping arrangements between foreign
parties involving U.S. origin material.

Con

o Could celay the date for taking action res 1rdin
future swapping tramsactions that could lead to a
possible circumvention of U.S. export comtrols,

o Licensees may not maintain complete information of
this type and response may be incomplete,

Alternative 3

Decide now not to require licensees to report origin
swapping.

Pro

o We have not as yet identifiad a type of origin swapping
transaction that could result in a possible circumvention
of U.S. export controls.

Con

o Without a careful examination of past and future ori
swapping transactions (accomplished by Altemative 2
we could be prematurely deciding not to take actiom
regarding origzin swapping transactions that could
undermine U.S. prolifaration controls on exported
muclear materials.

1f the Commission decides in favor of Alternative 1, it
should consider encouragement of IXE to implamenc a similar
requirement applicable to DCE license-exampt operations,
large quantities of ncwmal UFg enter the U,S, each year
consigned directly to DCE, and these do not inwolve a

domestic licensee, Unless origin swapping transacti
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involving all U.S.-supplied nuclear materials are currently
scrutinized, the requirement applied only to licensees may
not be justifiable,

Recormendation: The Cormissiom:

(1) Approve Alternative 2.that s ££ collect and conduct
a2 study of data involving origin swapping of U.S,
exported nuclear materials which occurred during calendar
vear 1978 and swapping plamned in near future,

(2) Direct the staff to carry out this study within a
period of three months,

Coordination: The Office of Intemational Programs concurs. The Office
of the Executive Legal Director has no legal objectioms.

oy B

William J. Dircks, Director
Office of Muclear Material Salfety
and Safeguards

-
=

Enclosures:

1. Memo to Cam. Bradford &m
R.G.Page dtd 11/9/78

2, Memo .to W.J.Dircks fm Comm.

Bradford dtd 1/5/79

Commissioners' comments should be provided directly to the Cffice ¢f the Secretary
by close of business Monday, February 5, 1979.

Commission Staff Office comments, if any, should be submitted to the Commissioners

NLT January 30, 1979, with an information copy to the Office of the Secretary. If

the paper 15 of such a nature that it requires additional time for analytical review
and comment, the Commissioners and the Secretariat should be apprised of when comments

may be expectad.
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