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Statement by Mr. MATSUDA Iwao
Minister of State for Science and Technology Policy
at the 50™ General Conference of the IAEA
18 September, 2006

Mr. President, Mr. Director General, Distinguished Delegates, Ladies
and Gentlemen, | |

On behalf of the Government of Japan, T would like to congratulate
you, Mr. President, on your election as President of the 50™ General
Conference. I would also like to welcome the Republic of Malawi, the
Republic of Montenegro, the Republic of Mozambique, and the

Republic of Palau, who are expected to become members of the IAEA.

On this occasion, let me offef my heartfelt congratulations to the
IAEA and Director General, Dr. ElBaradei, on being awarded the
2005 Nobel Peace Prize.

Mr. President,

Japan, as the only country to have suffered atomic bombings, strongly
believes in its mission to appeal to the world for the elimination of all
nuclear weapons. As the JAEA will celebrate its 50" anniversary next
year, Japan once again calls upon all countries to demonstrate their
" firm determination to realize a peaceful and safe world free of nuclear

weapons.



Japan highly values the TAEA’s activities and will continue to work
closely with the Agency in various areas. Since October last year, the
Resident Representative of Japan, Ambassedor Amano, has been
serving as the Chair of the Board of Governors. 1 believe this is one
‘way, in which we have made a positive contribution to the effective

functioning of the Agency.

This 50" General Conference marks the beginning of a series of events
cemmemorating the IAEA’s anniversary. I am pleased to announce
that, as part of our contribution, Japan will host an IAEA symposium
on nuclear energy in April next year. I hope that this symposium.will

be successful with the participation of a wide range of countries.

Mr. President,

In recent years, the role of nuclear energy has been re-evaluated and
the momentum for the promotion of nuclear energy has grown aeross
the globe. The use of nuclear energy needs to be promoted in a
manner that fully takes into account various elements of nuclear
non-proliferation, safety and security. From this perspective, the role

of the IAEA has become even more important.

Japan has utilized nuclear energy for peaceful purposes,, fully
ensuring international confidence and maintaining high transparency
through faithful implementation of its IAEA safeguards agreement for
nearly 30 years. As a result, in September 2004, the implementation of

integrated safeguards commenced in Japan. Japan is committed to
2



fully cooperating with the TAEA in strict implementation of

safeguards in Japan.

In October last year, Japan announced the “Framework for Nuclear
Energy Policy”, which lays down our basic viewpoints regarding our
nuclear energy policy. Identifying nuclear energy as a key source of
electricity, Japan seeks fo establish the nuclear fuel cycle, while
strictly limiting the use to the peaceful purposes. This policy is
articulated in thé Framework as Japan’s basic stance. Furtlfle'rmore,
my country will promote research and development on FBR cycle
technology which has thé advantage in ensuring stable enei'gy supply
and i'eduction in radioactive waste, and we are prepared to share the
results with the international community as a contribution on our

part.

oliferation Regime

Mr. President,

The international community needs to reinforce the NPT regime.
" Despite our achievements in this regard, such as the progress towards
the universalization of the Additional Protocol, the amendment to the
NSG Guidelines, and the establishment of the Advisory Committee on
Safeguards and Verifiéaﬁon, the NPT regime remains under strain
with challenges such as the nuclear issues of the DPRK and Iran.
Nuclear proliferation is a threat to international‘ peace and security,
and it directly affects the security of all nations. Frbm this standpoint,
-~ we need to redouble our efforts to- strengthen the nuclear

non-proliferation regime.



Various proposals were made aiming at reinforcing the existing
nuclear non-proliferation regime, such as the Russian initiative, the
six-nation initiative, and the GNEP as a framework of international
cooperation including research and development, alongside the MNA

proposed by the JAEA Director General.

Japan welcomes these proposals, but bringing them forward is a
~ challenging, yet important task. We need to examine how to promote
peaceful uses of nuclear energy while ensuring consistency with
non;-proliferation requirements. In so doing, Japan believes that due
consideration should be given to questions such as whether the right of
peaceful uses will not be unduly restricted, and whether additional
~ burden will not be imposed on those countries thét fully comply with
relevant international rules. Japan will take part in, and contribute to
international discussions at the IAEA and other forums in a

constructive manner.

The assurance of nuclear fuel supply is indeed the most pressing issue
that needs to be addressed. At the June Board of Governors meeting,
the six-nation initiative on reliable access to nuclear fuel was brought
to the attention of member states. Japan would like to propose the
establishment of 'an. “IAEA Standby Arrangements System for Nuclear
Fuel Supply,” with a. view to complementing the contents of the

six-nation initiative.



This Standby Arrangements Systém covers not only uranium
enrichment but all phases of the whole front-end of the nuclear fuel
cycle, such as uranium ore supply, conversion and fuel fabfication,
uranium stock and reserve, so that many countries will be allowed to
participate under certain conditions and to make contributions, while
| reflecting the diversity of participating countries. This will also help
prevent and i'espond to market failure. I hope that this proposal will

be our most valuable contribution.

With the preparatory process of the 2010 NPT Review Conference due
~ to commence next year, Japan will play its pai’t to secure the smooth
launching of the process with a view to ensuring the success of the |

Review Conference.

Mr. President,
While the nuclear issues of the DPRK and Iran remain as_métters of
immediate and grave concern, the Liby:{m, decision to abandon its
weapons of mass destruction (WMDs) proVides a good precedent to
follow. Last month, I paid a visit to Libya, making the first-ever visit
by a Japanese cabinet mlinister. It is important that the international
community makes a positive response to Libya’s rénunciation of its
WMDs. The international community should demonstrate the benefits
of a strategic decision to cooperate with the international community
and to be a part of the global non-proliferation mainstream. We
should do our utmost to extend cooperation to Libya so that Libya can

become a role model for others to follow. During my visit to Liby.a, the
5



Libyan leader and I confirmed our intention to strengthen bilateral

relations in the future.

Nearly a year has passed since the Six—Party Talks adopted the Joint
Statement last year, in which the DPRK has committed to abandoning
all nuclear weapons and existing nuclear programmes. As is clearly
- mentioned in the UN Security Council Resolution 1695, we urge the.
DPRK to return immediately to the Six-Party Talks without
precondition and to work towards the expeditious implementation of
the Joint Statement. We also urge the DPRK to respond to other
security and humanitarian concerns of the international community,
includiﬁg early resolution of the abduction issue, as is pointed out in

the Chair’s Summary of the G8 Summit meeting this year.

' The multiple launches by the DPRK of ballistic missiles last July are
closély related to the nuclear issue, given the potential of such systems
to be used as a means of WMDs delivery. This act by the DPRK is a
matter of grave concern to the seéurity of Japan and to the peace and
security of the international éommunity, as well as from the
perspective of hon-proliferation of WMDs. Furthermore, it is a
deplorable act that impedes the efforts by the countries concerned for
the resumption of the Six-Party Talks. Japan is determined to make its
utmost effort toward steady implementation of the Resolution 1695 in

cooperation with the international community.

Turning to the Iranian nuclear issue, it is regrettable that Iran has

been continuing uranium enrichment in defiance of the UN Security
.



Council Resoluﬁon 1696. The issue is not about whether Iran has the
right to use nuclear energy for peaceful purposes. Rather, what is
important is that the right can only be exercised on the premise that
Iran réstore the confidence of the international community that was

lost because of its past activities.

The Resolution 1696 is not meant to deprive Iran of its right as Iran
hrgues, but it stresses that the right has to be exercised in accordance
with internationally—establish'ed. rules and with confidence of the
international community. Japan supports the “comprehensive
proposals” presented by the EU3, China, Russia and the United States,
which also underline this point. Japan strongly ui‘ges Iran to accept
the Resolution, immediately suspend uranium enrichment-related
activities and return to the negotiation table. Japan believes it is the
best option that will benefit all parties concerned. Japan will work
for a peaceful and diplomatic resolution of the issue in concert with

 the international community.

Mr. President,

It is imperative that the international community collectively address
the issue of nuclear security in order to counter the threat of nuclear
terrorism. From this viewpoint, the International Convention for the
Suppression of Acts of Nuclear Terrorism which Japanese Prime
Minister Koizumi signed last September at the United Nations, and -
the Amendment to the Convention on the Physical Protection of

Nuclear Material adopted at the Diplomatic Conference in July last
. )



year, are a testament to the international community’s firm union

against nuclear terrorism.

Japan has been conducting intensive consultations domestically for the
early conclusion of these instruments in order to facilitate their early
entry into force. In this regard, Japan will host an IAEA seminar on
nuclear security, including the issue of smooth implementation of
these conventions, in Tokyo this November, with the participafion of

Asian countries.

Japan welcomes the U.S.-Russian Global Initiative to Combat Nuclear
Terrorism announced by U.S. President Bush and Russian President
Vladimir Putin on 15 July in St. Petersburg, which, we believe, will

help strengthen measures against nuclear terrorism.

Peaceful uses of nuclear energy, including radioactive sources, are
extremely beneficial for the socio-economic development of the
international society. The role of the IAEA in this area is of great

importance.

Japan attaches significance to IAEA technical cooperation activities.
Japan has been making a considerable contribution to the RCA
(Regional Cooperative Agreement for Research, Development and

Training) and also is one of the few Member States that have
8



continuously contributed 100% of itS share to the Technical
Cooperation Fund amid its tight budgetary situations. We strongly
encourage all Member States to pay their share of the Fund in full and
- without delay. We also urge recipient countries to fulfill their shared

responsibilities.

‘ The Forum for Nuclear Cooperation in Asia (FNCA), ih which Japan
plays a 'l.eading role, is a framework that has promofed peaceful uses
of nuclear energy in Asia, encouraging voluntary cooperation among
participating countries. A similar kind regional forum could be
“beneficial to achieving the same objective in other regions such as
Africa. Japan would like to extend its support through the IAEA

framework, and to work toward strengthening such regional forums.

As a country that leads the world in science and techﬁology, Japan
believes it important to apply innovative technologies to the peaceful
use’ of nuclear energy. Japan also believes that the IAEA should
expand its activities to engége more in s.uch fields. 1 hssure you that

Japan will spare no efforts in supporting the Agency in this respect.

In recent times, 1 have had various opportunities to meet With
‘Ministers in charge of nuclear energy policy from countries around
the world, such as Bangladesh, China, Malaysia, the Philippines, the
Republic of Korea, Vietnam, and the United States.. We have all
confirmed the importahce of peaceful uses of nuclear energy with a
view to securing stable supply of energy as well as preventihg global

warming,



Last month, Japanese Prime Minister Koizumi visited Kazakhstan
and met with President Nazarbaev, with the two leadérs confirming
their intention to strengthen bilateral cooperation in the area of
peaceful uses of nuclear energy. For my part, during my visit to Libya,
I also confirmed the importance of peaceful uses of nuclear energy

with the Libyan leader and ministers concerned.

7. Nuclear Saféty

Mr. President,

To promote the peaceful uses of nuclear energy, ensuring safety is the
fundamentai précondition. In particular, it is useful to conduct policy .
dialogue and a peer review among high-level officials of regulatory
authorities of the countries with advanced nuclear safety regulations.
In this connection, Japan is planning to receive the Integrated
Regulatory Review Service (IRRS) next year in cooperation with
relevant counfries. Taking into consideration the usefulness of the
Review Service, Japan would like to encourage Member States to

receive the IRRS in order to enhance nuclear safety.

8. Transport of Radioactive Material
Mr. President,

The safe transport of radioactive material is essential for the peaceful
uses of nuclear energy. On the basis of the right of freedom of
navigation under the international law, Japan has conducted such
- transport, while employing the most stringent. safety measures in

accordance with the international standards set by the relevant
10



international organizations. At the same time, Japan is willing to
maintain dialogue between shipping and coastal states, aimed at

improving mutual understanding and building confidence.

Furthermore, a Transport Safety Appraisal Service (TranSAS)
mission wals conducted in Japan last year. Japan finds the mission
profoundly useful in thaf the objective appraisal by the IAEA verified
the effectiveness of Japan’s regulatory practices in the safe transport
of radioactive materials. Japan is highly appreciative of the smooth
conduct of the mission and will commit itself to the further

enhancement of safety.

Mr. President,

There is no doubt that sufficient financial resources are necessary for
the IAEA to play its expected role. In preparing the 2008-2009
Progfamme and. Budget Proposals, however, Japan would like to
request the Secretariat to pay due consideration to the budgetary
situation of Member States and to continue its efforts toward
improving efficiency in budget management through prioritization of

projects and reduction of costs.

10. Closing Remarks

~ Mr. President, _

With the mounting challenges to peace and security today, the IAEA’s
vital role can only grow. I assure you of Japan’s continued support to

the IAEA.
11



Thank you for your attention.
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Communication received on 12 September 2006
from the Permanent Mission of Japan to the
Agency concerning arrangements for the

~assurance of nuclear fuel supply

The Secretariat has received on 12 September 2006 a communication from the Permanent Mission of
Japan attaching a document entitled “Japan’s Proposal: ITAEA Standby Arrangements System for the
Assurance of Nuclear Fuel Supply”.

As requested by the Permanent Mission, the text of the attachment is herewith reproduced for the
information of Member States.
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Japan’s Proposal:
JAEA Standby Arrangements System for the Assurance
of Nuclear Fuel Supply

September 1, 2006

1. Introduction

Japan supports the objective put forward in the “Concept for a Multilateral Mechanism for Reliable
Access to Nuclear Fuel” proposed by France, Germany, the Netherlands, the Russian Federation, the
United Kingdom, and the United States in relation to international discussions on assured access to
nuclear fuels. However, bearing in mind the concerns and questions expressed by the Board Members
of the TAEA at the JAEA Board of Governors Meeting in June 2006, Japan feels it useful to make a
proposal complementary to the above-mentioned six-nation proposal.

- In this considerétion, we deem it proper;
»  To take care of not only uranium enrichment service but also all important activities of the front-

end of nuclear fuiel cycle, namely, uranium supply, uranium storage, conversion, enrichment, and
fuel fabrication as market failure might occur at various junctures:

»  To focus not only on remedial responses to market failure for uranium fuel supply, but also on the

prevention of the occurrence of such failure by reporting to the IAEA up-to-date information
about the market, that is, each State’s capacity in various activities related to fuel supply fo
nuclear power generation, so as to improve the transparency of the market and fo alert the
degradation of its adequacy if it is recognized.

2. Proposal

We propose to establish a system called as the “IAEA Standby Arrangements System for the
Assurance of Nuclear Fuel Supply” under the auspices of the IAEA, which incorporates. both an
information system to contribute to the prevention of the occurrence of market failure and the backup
feature for supply assurance proposed in the six-nation proposal.

The working principles of the system are as follows;

(1) Member States voluntarily notify the TAEA as the depository organization, of their intentions to
participate in the system by registering their nuclear fuel supply capacity in terms of current
stock and supply capacity in the followmg areas;,

* uranium ore supply capacity

* uranium reserve supply capacity, incinding recovered uranium
* uranium conversion capacity

* uranjum enrichment capacity

e fuel fabrication capacity.

Any member State is eligible to participate in the system, provided that the IAEA Board of
Governors finds no non-compliance of the IAEA safeguards agreement by that State.

! To be circulated at the occasion of the 50™ IAEA General Conference Special Event, “New Framework for the Utilization
of Nuclear Energy: Assurance of Supply and Nonproliferation™, 19-21 September 2006.
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A participating State periodically (annually) notifies the level of availability of such capacity at
the following three levels:

Level 1: It has already started commercial activities and is providing products/services
domestically, but not providing products/services to foreign countries on a commercial
basis. ‘Therefore although it has the willingness to cooperate the emergency request to
supply, the quantity may be limited and considerable time might be required to start the

supply.
Level 2: It has already started exporting products/services to foreign countries on
commercial basis. Therefore in case of receiving the emergency request to supply,

it has the willingness to do so as soon as poss1ble within the range of available
capac;]tles

Level 3: It has reserves that can be exported at a short-term notice.
The IAEA is expected to play the following roles:

a) to conclude bilateral “standby arrangements” with respective participating States by
receiving Letters Of Intent and to administer the overall system;

b) to administer, as the depository, the data-base utilizing information periodically provided by
participating States on their commitment areas as well as levels of availability and
information routinely gathered by the Agency such as potential demands for the system, e.g.
programs of future nuclear power generation in member States and the situation of the

international uranium market. To prepare an annual report on the situation (adequacy) of.

world nuclear fuel supply market based on the data-base will be one of the ways to
contribute to the improvement of the transparency of the market.

¢) to play an intermediary function should actual disruption of fuel supply occur in a State.
A State is eligible for en_]oymg the function of the system if the State has satisfied an

intermational nonproliferation norm, which the TAEA Board of Governors Meeting should
adopt after careful consideration at the start of the system.

This system is a virtual arrangement: as participating States are supposed to continue to possess and
control nuclear fuel supply capacity, the JAEA does not need to actually possess or store them.

3.

1

@)

Discussion

The proposed system covers not only uranium enrichment service but alse all important activities
of the front-end of nuclear fuel cycle, namely, uranium supply, uranium storage, conversion,
enrichment and fuel fabrication, taking into consideration the concern of some countries that
market failure might occur at various junctures. Furthermore the system is intended to prevent
the occurrence of the market failure in the first place by asking the IAEA to gather data and
information about each State’s supply capacity, analyze them and report the market situation
from the viewpoint of the susceptibility to the market failure. Therefore it can be said that these
functions are complementary to the six-nation proposal.

Whereas the six-nation proposal is based upon a dichotomy between supplier States and recipient
States, a country like Japan, which is producing enriched uranium for domestic uses but not
exporting it currently, though planning to export it in the future, cannot be categorized under the
dichotomy. As establishing a system for supply assurance is an expression of the will of the

3
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international community to prevent the occurrence of isolation of a member state from the
international nuclear fuel supply market, it is desirable to make it possible for as many States as
practicable to participate in and contribute to the system on a voluntary basis based on their
diverse state of the capacity and situation as proposed in this paper. '

It is clear that the success of the proposed system will depend on the cooperation of the
industries. Although it is known that the last thing the indusfries want to cooperate is something
that would interfere in the market, it is hoped that the industries will find a win-win situation in
the cooperation to the systemm we propose as the establishment of it should be useful for the
sound expansion of the nuclear power production and nuclear fuel supply business, in particular.

‘The introduction of the proposed system will not pose any new international obligation to

member States other than the international norm of nuclear nonproliferation to be used as the
condition for eligibility. The norm, we expect, should be a universal one any members should
observe. What we do expect by the introduction of the system is the effectiveness of such an
arrangement in encouraging States to enjoy the benefit of economy in terms of fuel cost and the
start-up costs as well as reliability provided by a diverse well-functioning market for uranium
and fuel supply services and thus reduce the incentive to develop uncompetitive, small-scale
enrichment and/or reprocessing capabilities within their national borders.

b
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SPECIAL EVENT AT THE 50" [AEA GENERAL CONFERENCE
New Framework for the Utilization of Nuclear Energy in the 21st Century:
Assurances of Supply and Non-Proliferation

Viemna: 19 — 21 September 2006

REPORT OF THE CHAIRMAN OF THE SPECIAL EVENT, MR. CHARLES CURTIS

Overview

At the outset of the 21st century, a discussion is taking place concerning the challenge of meeting
increasing global energy demands through a possible expansion of the use of nuclear energy, while at the
same time minimizing the proliferation risks created by the further spread of sensitive nuclear technology
such as uranium enrichment and plutonium reprocessing. A number of useful suggestions have recently
been put forward regarding new approaches to the nuclear fuel cycle, which aim to establish an assured
supply of nuclear fuel, as a back-up measure to the commercial market, in certain situations. In general,
 these proposals are seen to be mutually compatible with, and supportive of, each other. '

These recent proposals for assuring supplies of uranium-based nuclear fuel can be seen as one stage ina
 broader, longer-term development of a multilateral framework that could encompass assurance of supply
mechanisms for both natural and low enriched uranium and nuclear fuel, as well as spent fuel management.

Establishing a fully-developed, multilateral framework that is equitable and accessible to all users of
nuclear energy, acting in accordance with agreed nuclear non-proliferation norms, will be a complex
endeavour that would likely require a progressively phased approach. In general, it is the sense of the Event
Chairman that the following could be a possible way forward:

1. a first — near term — phase focusing on establishing mechanisms for assurances of supply of nuclear
fuel for nuclear power plants. Included for examination in the near term phase would be the proposal for an
IAEA-owned low enriched uranium (LEUY fuel bank advanced by the Nuclear Threat Initiative (NTI), the
proposal of the six major nuclear fuel supplier States (France, Germany, the Netherlands, the Russian
Federation, the United Kingdom and the United States of America) and the proposal of the Russian
Federation for international nuclear fuel cycle centres. This near term phase examination should also
include the proposals of Japan and the United Kingdom, described as “complementary” to the six major
fuel-supplier State initiative, and the proposal of the German Foreign Minister (still under development), as
well as any other such proposals that might be elaborated in the near term.

2. a second — mid and long term — phase, focusing on the possibilities of evolving a truly
comprehensive multilateral system, integrated with commercial market mechanisms and designed to assure
supply adequacy and responsible management and disposition of waste. Included for examination in the
mid and longer term phase would be proposals for assured access to. power reactor components and
technologies and the possibilities for developing future enrichment and reprocessing operations on a
multilateral basis .and ultimately converting existing enrichment and reprocessing facilities from
exclusively national to multinational operations.
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The evolution of a fuel assurance framework, in the first phase, would likely entail a step-by-step approach,
requiring the IAEA Secretariat, in consultation with Member States, industry and other expert parties, (0
present proposals to the IAEA Board of Governors, throngh the Director General, as they mature and as
policy, technical and legal issues are worked out.

TAEA Special Event

To facilitate IAEA Member State discussion of recent proposals on assurance of supply mechanisms, with
a view to formulating well-structured recommendations regarding the establishment of assurance of supply
mechanisms for the consideration of the Board of Governors in 2007, and focusing in the first phase on
assurances of supply of nuclear fuel for nuclear power plants, the Director General organized a Special
Event entitled “New Framework for the Utilization of Nuclear Energy: Assurarces of Supply and Non-
Proliferation” during the 50th regular session of the IAEA General Conference, from 19 to 21 September
2006 in Vienna. More than 300 participants from 61 Member States and various industry and other
organizations took part in the discussions. '

The discussions at the Special Event indicated that, in order to move forwatd, a number of policy, legal and
technical issues remain to be addressed in greater detail. It was not the purpose of the Special Event to
judge or rank the feasibility of the current proposals put forward by the Director General, States and non-
governmental organizations. Instead, the objective was to constructively identify the possible strengths,
weaknesses and opportunities presented, taking advantage of the full range of perspectives represented by
the Event attendees.

A Way Forward

May | say from the outset that through the discussions that took place during the Event, great care was
taken by all participants to make clear that assurance of supply mechanisms are not intended to alter the
right of any State to take its own decision regarding fuel cycle choices. I should also note that a number of
participants expressed concerns about implied or intended conditions as may be applied to fuel assurance
mechanisms. Finally, 1 should -also add here that the ideas that were generated by those discussions
constitute the views of the Event participants. From the discussions during the event, I believe the
following issues would benefit from further elaboration.

Why is an assurance of supply mechanism needed?

Proponents of the establishment of an international back-up mechanism for assured supply of nuclear
power reactor fuel assert that it would have a dual-objective, i.e. to address: (a) the possible consequences
of interruptions of supply of nuclear fuel due to politicél considerations that might dissuade countries from
initiating or expanding nuclear power programmes; and (b) the vulnerabilities that create incentives for
building new national enrichment and reprocessing capabilities. Thus, an assurance of supply mechanism
would be envisaged solely as a back-up measure to the operation of the commercial market, for those States
that want to make use of it, in order to assure supply in instances of interruption for political reasons. It
would neither be a substitute for the existing commercial market in nuclear fuels, nor would it deal with
disruption of supply due to commercial, technical or other non-political reasons. While an assurande of
supply mechanism would be designed to give supply assurance to States that voluntarily choose to rely on
international fuel supply, rather than build their own indigenous fuel cycle capabilities, a State availing
itself of such a mechanism would not be required to forfeit, or in any way abridge, its rights under Article
TV of the NPT, in connection with peaceful uses of nuclear energy. '

The path forward would benefit from a clear consensus judgment of the proliferation risks associated with
increased diversification of enrichment and other fuel cycle capacities. Correspondingly, Board of
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Governors consideration would benefit from clarification, by each of the proposal sponsors, concerning any
explicit or implicit conditionality applicable to eligible beneficiaries of the supply assurance mechanism.

What is to be assured?

From the discussions, it was clear that existing proposals dealt with assurances of supply in different but
complementary. ways. Some of the proposals focused on assuring supplies of natural uranium and low
enriched uranium stocks, and still others. focused on assurances of the supply of nuclear fuel itself, through
the establishment of a series of interlocking arrangements among major suppliers. Furthermore, it was
asserted that there was also a complementary need for greater transparency in uranium markets, and that
assured access to a broader range of nuclear reactor technology would be important to operators and .
countries seeking to reduce the risk of interruptions on political grounds.

It was clear that a ful]y developed assurance of supply mechanism would comprise several of the ideas
advanced which, taken as a whole, are considered mutually supportive and consistent. It is equally clear
that this evaluation would need to be phased in over time.

What are the modalities of assurance mechanisms?

The discussions showed that the modalities of possible fuel assurance mechanisms would also need to be
assessed. The possible modalities could include: 1} a virtual reserve’ of natural and low enriched uranium,

based on binding contractual agreements for the supply of such material, plus parallel binding
commitments/assurances of fuel fabrication services. It was recognized that while an actual (physwal) bank
of natural or low enriched uranium could be established, it would be impractical for technical and economic
reasons to have an actual bank of nuclear fuel assemblies, given the different types of reactor designs and
the many variants of nuclear fuel required for them - in this case, the physical bank of nuclear material
would need to be supplemented by paralle] binding commitments/assurances of fuel fabrication services. it
was recognized that the complexity and details of such modalities requires further consideration.

What objective criteria would be required?

The discussions also touched upon the issue of objective criteria, i.e. the conditions govemning eligibility for
benefiting from assurance mechanisms. Different eligibility criteria have been included in the proposals
discussed. Further discussion is required regarding the nature of the non—prohferatton undertaking to be
considered as the qualifying criterion. Tt was recognized that in accordance with the LAEA Statute, an
Agency-administered assurance mechanism would have to be available to all Member States in a non-
discriminatory manner. For any mechanism, whether or not it involves a role for the Agency, certain
release criteria would need to be defined and agreed upon, either by the IAEA Board of Governors or the
supply consortium. Another aspect requiring further assessment is how best to assure that the application of
the release mechanism is demonstrably non-political and based on objective criteria.

Possible role(s) of the Agency?

Existing proposals envisage different roles for the Agency, and yet others can be considered. The suggested
roles ranged from Agency administration or ownership of natural or low enriched uranium stocks, to
administration of virtual stocks and associated paralle] fuel fabrication commitments. It was noted that the
JAEA Statute was sufficiently broad to allow the Agency to establish its own. stocks of nuclear fuel,

! A -virtual reserve does not involve a separate physical storage of natural or fow enriched uranium, bui relies on its
availability from suppliers that have agreed to be a part of the fucl assurance mechanism,
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purchased from, or donated by, Member States for supply to another Member State against charges
determined by the Board; to facilitate the supply of nuclear fuel from one Member State to another; and
also to facilitate, inter alia, the provision of enrichment and fuel fabrication services by one Member State
to another or to the JAEA. It was noted further that a number of legal arrangements were needed, with
variations, depending on whether title to the material concerned passes through the Agency or whether it
passes directly from the Supplier State to the Recipient State. These were: (1) an arrangement between the
Supplier State and the Agency; to include inter alia consent rights by the Supplier State to export the fuel,
licensing and transport requirements as well as the corresponding privileges and immunities; (2) an
arrangement between the Recipient State and the Agency to include inter alia the issues listed in Article
. XLF of the Statute; (3) the underlying contractual arrangements with nuclear fuel providers, transporters,
* storage providers, etc.; and, (4) in case the JAEA were to establish an actual bank of nuclear fuel,
agreements covering safeguards, security, safety and liability for nuclear damage with the State where the
fuel is located as well as transit agreements with neighbouring States. While models of certain legal
arrangements already exist, the details would need to be worked out.

Possible role(s) of the nuclear industry?

The discussions involved the participation of representatives of the nuclear industry and showed that
different roles for the nuclear industry can be envisaged or have been proposed and that there are many
technical and other issues pertaining to nuclear fuel that need further discussion and consideration. 1t was
recognised that for a well-functioning assurance of supply mechanism, whether for nuclear fuel or for
reactors, the nuclear industry would be an essential partner. In this regard, further consultations would be
useful with the nuclear industry, particularly on a framework under which the nuclear industry would
provide the required goods and services in support of an assurance of supply mechanism, without negative -
effects on the diversity and stability of the existing commercial market in nuclear fuels.

Other key issues

The discussions also showed that several other important issues concerning assurance mechanisms require
further consideration. These include, for instance, issues related to sustainable financing. Other unresolved
key issues are h_dw to structure assurance mechanisms in a manner that does not result in a real or perceived
division between nuclear fuel/reactor technology haves and have-nots, and does not undermine existing

multilateral, treaty-based nuclear non-proliferation norms or State sovereignty/rights. ' '

Next Steps

Based on the discussions at the Special Event, it is the sense of the Event Chairman that the issues noted
above require further detailed expert examination with a view to formulating well-structured
recommendations regarding the establishment of assurance of supply mechanisms.

It is also the sense of the Event Chairman that such recommendations could usefully be structured in terms
of policy, legal and technical issues, and that proposals could be formulated by the IAEA Secretariat
working in parallel with and drawing upen Member States, nuclear industry and other appropriate
expertise. This work would naturally take into account current as well as future proposals and other
relevant ideas and studies, and this work can and should be undertaken to allow consideration of these
matters by the Board of Governors in 2007. 1t is likely that these undertakings will evolve into an agenda
for near- and mid term actions. But it is important to begin.

1 trust that these observations will be conveyed, along with any recommendations in this connection by the
Director General, to the Agency’s Board of Governors.




