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DEPARTMENT OF ENERGY NON-
PROLIFERATION PROGRAMS WITH RUSSIA

WEDNESDAY, MARCH 28, 2001

U.S. SENATE,
COMMITTEE ON FOREIGN RELATIONS,
Washington, DC.

The committee met, pursuant to notice, at 10 a.m., in room SD-
419, Dirksen Senate Office Building, Hon. Richard Lugar presiding.

Present: Senators Lugar, Biden, Kerry, Wellstone, and Bill Nel-
son.

Senator LUGAR. This hearing of the Senate Foreign Relations
Committee is called to order.

This morning, the committee meets to review and hear testimony
on the activities of the Baker-Cutler Task Force and its Report
Card on the Department of Energy’s Non-Proliferation Programs
with Russia.

We are deeply indebted to Senator Howard Baker and to Lloyd
Cutler for their leadership, and to the members of their distin-
guished Commission. The Task Force’s report has been filed, and
the experiences and recommendations outlined therein should be
taken very seriously.

As I think all of us on this committee would agree, the gentle-
men who headed the Commission, and those who served, have ren-
dered an extraordinary service.

And without further ado I will submit my statement for the
refiord, and turn to the distinguished ranking member, Senator
Biden.

[The prepared statement of Senator Lugar follows:]

PREPARED STATEMENT OF SENATOR RICHARD G. LUGAR

Today, the Committee meets to review and hear testimony on the activities of the
Baker-Cutler Task Force and its Report Card on the Department of Energy’s Non-
proliferation Programs with Russia.

No issue better illustrates the new challenges, complexities, and uncertainties
faced by the United States in the post Cold War era than the proliferation of weap-
ons of mass destruction. American efforts to slow or stop proliferation are perhaps
the most important foreign and national security policies our government is imple-
menting today.

The Cold War was marked by superpower competition in which the United States
and the Soviet Union maintained large nuclear arsenals. As terrifying as the nu-
clear competition was, it had one grim advantage—both nations had the ability and
an interest in preventing proliferation and keeping a tight lid on weapons systems.
We lived in a world in which nuclear annihilation was disturbingly possible, but
proliferation of the technology was highly unlikely.

When the Soviet Union collapsed, a new era in world history began. The strict
controls the Soviet government had employed to safeguard these weapons crumbled.
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Meanwhile, the failure of the Russian economy has provided huge incentives to sell
these weapons or the scientific knowledge of how to make them.

Rogue nations and terrorist groups can now seek to buy or steal what they pre-
viously had to produce on their own. They seek ballistic missiles and weapons of
mass destruction from the former Soviet Union as a means to intimidate or terrorize
their neighbors and deter the United States. This has led many experts to conclude
that the current threat environment is less stable and more dangerous than during
the Cold War.

In addition to unilateral policies, the United States has attempted to address
these threats through a framework of cooperative programs with the former Soviet
Union. These cooperative efforts have enjoyed many important successes such as the
Nunn-Lugar program’s removal of all nuclear weapons from Ukraine, Kazakhstan
and Belarus. Over 5,000 warheads have been deactivated and more than one thou-
sand missiles and missile launchers have been destroyed. Large numbers of weapon-
and material-storage facilities have received security and safety enhancements or
upgrades to safeguard them from possible threats. Other programs seek to employ
former Soviet weapons scientists in peaceful projects to reduce the chances of their
sharing weapons expertise with rogue states and terrorist groups.

To ensure success, our government must continue to review and identify those ef-
forts that have proven effective and seek ways to intensify these activities. Likewise,
we must acknowledge that some policies and programs have not produced the re-
sults we had hoped. In these areas, we must alter and improve our efforts so as
to achieve meaningful results.

The Baker-Cutler Report was an effort by the Energy Department to review ongo-
ing efforts and to offer recommendations on how to improve its nonproliferation pro-
grams. The Task Force recognized that some of the programs were succeeding and
others were in need of fine tuning. But most importantly, this distinguished group
of experts and leaders came to the conclusion that we must continue our efforts to
eliminate these threats at their source if we are to continue to safeguard the Amer-
ican people.

The Bush Administration is reviewing our nuclear arms control and nonprolifera-
tion strategy. I am hopeful they will be guided by the Baker-Cutler report’s conclu-
sion that the threat from the proliferation of weapons of mass destruction is “the
most urgent unmet security threat facing the United States today.” We must re-
spond to this threat, and these programs play a critical role in that response.

I am pleased that my friend and former Senate Majority Leader, Senator Howard
Baker, has agreed to join us today to share his thoughts on the conclusions that
the Task Force reached. He is joined by another good friend, Lloyd Cutler, Co-Chair-
man of the Russia Task Force. Mr. Cutler is a founding partner of Wilmer, Cutler
& Pickering and served as Counsel to Presidents Clinton and Carter.

Following this distinguished panel, we will be joined by Dr. Ron Lehman and Dr.
Graham Allison. Dr. Lehman was appointed to the President’s Advisory Board on
Arms Proliferation Policy and served as Assistant Secretary of Defense and Director
of the Arms Control and Disarmament Agency under Presidents Reagan and Bush.
He also played important roles in both the International Science and Technology
Centers at the Department of State and the Nuclear Cities Initiative at the Depart-
ment of Energy.

Dr. Graham Allison is a former Assistant Secretary of Defense and is currently
the Douglas Dillon Professor of Government at Harvard University and Director of
the Belfer Center for Science and International Security. Graham has made tremen-
dous contributions to debates over nonproliferation policy and has the added distinc-
tion of serving as a member of the Baker-Cutler Task Force.

Before I yield to Senator Biden for an opening statement or any comments he may
have, I would like to insert in the record some briefing materials provided by the
United States Enrichment Corporation and Atomic Energy of Canada, Ltd.

Thank you.

[Additional statements submitted by Senator Lugar follow]:

PREPARED STATEMENT OF UNITED STATES ENRICHMENT CORPORATION [USEC]
IMPLEMENTATION OF THE RUSSIAN HEU PURCHASE PROGRAM
(Megatons to Megawatts)

EXECUTIVE SUMMARY

This marks the seventh successful year for USEC as the U.S. executive agent for
the 1993 government-to-government Russian Highly Enriched Uranium (HEU) Pur-
chase Agreement. As called for in this nuclear nonproliferation agreement, USEC



3

and the Russian executive agent, Techsnabexport (Tenex), signed a contract in 1994
that governs the commercial implementation of the 1993 agreement. This 20-year,
$12 billion contract facilitates the conversion of 500 metric tons of nuclear weapons-
derived HEU into low-enriched uranium (LEU) fuel purchased by USEC for use in
commercial nuclear power plants. The program has come to be known as Megatons
to Megawatts.

Russian shipments to USEC of weapons-derived LEU commenced in June 1995.
Since then, USEC has received 84 shipments of 2,203 cylinders containing 3,303
metric tons of LEU—an amount sufficient to meet U.S. nuclear fuel demand for two
years.

These seven years of implementation of the Megatons to Megawatts program
clearly demonstrate that both the U.S. and Russian partners have been successful
in making this 1993 agreement work. In doing so, the partners have reduced the
thrleat to world stability posed by the proliferation of nuclear weapons and mate-
rials.

The results are impressive. As of March 2001:

1. Approximately 113 metric tons of Russian warhead HEU have been con-
verted to LEU fuel and purchased by USEC for use by its electric utility cus-
tomers.

2. The 113 metric tons of HEU is the equivalent of more than 4,500 nuclear
weapons—enough nuclear explosives to destroy every large city in the world.
The conversion of this material eliminates its potential use as a nuclear explo-
sive.

3. USEC and Tenex are 40 percent ahead of the original 1993, 20-year sched-
ule to convert a total of 500 metric tons of HEU to LEU. This is equivalent to
an estimated 20,000 to 25,000 nuclear warheads.

4. No taxpayer dollars are required for this program. USEC pays Russia hun-
dreds of millions of dollars a year for these purchases—a total to date of about
$2 billion. Russia vitally needs this hard currency to help offset the falling value
of the ruble, to meet the terms and goals of the HEU agreement and for trade
purposes.

5. USEC and Tenex have established a strong, flexible, responsive and coop-
erative working relationship.

6. USEC and Tenex reached agreement in May 2000 on new market-based
commercial terms that would begin January 1, 2002, when the current terms
expire. The new terms are under review by the respective governments.

These achievements demonstrate that the Megatons to Megawatts program is
working. Government nonproliferation and national energy security objectives are
being met and sustained by commercial transactions. USEC has proven itself to be
highly effective as executive agent under sometimes difficult circumstances. In fact,
it has not been smooth sailing during the past seven years of implementing this
agreement. A number of contentious issues have emerged, ranging from the appro-
priateness of USEC’s privatization to issues of over payment for, and disposition of,
the natural uranium portion of the deal.

Implementation of the contact requires continuing interaction and responsiveness.
USEC does not act unilaterally in this process. As executive agent for the govern-
ment, USEC is subject to an ongoing consultative process that includes direction
from the Administration before acting on contract matters.

Still, the agreement has been a success story, and USEC is uniquely positioned
to continue as the sole U.S. executive agent. USEC’s global customer base, domestic
enrichment operations, unique market experience, financial resources and con-
tinuing commitment have all contributed to the strong foundation that is essential
to support the continuing implementation of this unique and challenging program.

BACKGROUND

With the demise and breakup of the Soviet Union came steadily increasing con-
cerns about the security of nuclear weapons and related materials in the former So-
viet Union (FSU). As weapons reduction programs were implemented, substantially
greater efforts became necessary for the safe and effective management of the dis-
persed nuclear weapons, stored weapons-grade materials and nuclear materials re-
moved from dismantled nuclear weapons. These concerns resulted in urgent actions
to transfer these weapons and materials from FSU states to Russia for safe disposi-
tion.

1The exact amount of HEU required for a weapon is classified information and only estimates
are used for illustration purposes.
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The U.S. government developed a number of nonproliferation programs to assist
Russia with its nuclear weapons and nuclear material security efforts. Clearly, these
activities would prove very costly and require significant and ongoing funding that
Russia itself can not afford.

The concept of converting highly enriched uranium (HEU) from Russian nuclear
warheads into fuel for commercial nuclear power plants was first raised in the late
1980s. The biblical entreaty to turn swords into plowshares eventually emerged as
a self-sustaining commercial pay-as-you-go program that established a clear nexus
for national security and commercial interests.

To accomplish this, it was essential to provide Russia with badly needed hard cur-
rency to keep vital nuclear workers employed and to secure and reduce its stock of
nuclear warhead materials. One approach was for Russia to take HEU from its dis-
mantled nuclear warheads and dilute it into low-enriched uranium (LEU). This LEU
is useless for nuclear weapons but is suitable as fuel for power plants. Financing
this effort was accomplished by the U.S. purchasing the resulting LEU fuel from
Ruslsfia for use in commercial nuclear power plants. The program literally paid for
itself.

By 1992, the Bush Administration had matured this concept through negotiations
with Russia into a mutually acceptable framework. This led to the adoption of the
1993 government-to-government Russian HEU Purchase Agreement that required
commercial implementation by executive agents.

The U.S. Congress authorized, and the Executive Branch designated, the United
States Enrichment Corporation (USEC) as its executive agent, and the Russian Fed-
eration designated Techsnabexport (Tenex) as its executive agent. On January 14,
1994, during the Presidential Summit in Moscow, the parties signed a 20-year, $12
billion contract for USEC to purchase the enrichment component derived from 500
metric tons of Russian HEU from dismantled nuclear weapons. This amount of HEU
represents the equivalent of more than 20,000 Soviet-era nuclear warheads.

While the 1993 government-to-government agreement and the 1994 implementing
contract facilitated the beginning of the process, the startup also brought the parties
face to face with substantial technical and financial difficulties. Although the LEU
that results from blending down HEU has substantial commercial market value to
Russia, Russia did not have the financial resources necessary to process the mate-
rial. And while it had the necessary facilities, it needed technical support to do what
had never been done—to reverse the enrichment process and dilute the more-than-
90 percent bomb-grade material down to the 5 percent level with the purity required
for commercial nuclear fuel. USEC played a pivotal role in solving both problems.

Through a series of advance payments totaling $260 million, USEC provided Rus-
sia with the financial resources needed to initiate the processing of the warhead ma-
terial. In addition to the financial problems, Russia encountered considerable tech-
nical difficulties due to contamination of the HEU that had to be removed in order
to meet commercial-quality specifications required by USEC customers. USEC as-
sisted the Russians during 1994 and early 1995 to solve these technical problems.
The first shipment of LEU purchased by USEC from Russia was received at the
Company’s Portsmouth, Ohio plant on June 23, 1995.

ONGOING COOPERATION

While an overall success, this agreement has also had its share of controversial
issues and problems, as would be expected in an undertaking of this magnitude. Ex-
amples include the debate over the appropriateness of privatizing USEC and con-
cerns that a private sector agent’s business motivations would clash with govern-
ment national security objectives. Another issue was Russia’s insistence that it be
paid immediately for the natural uranium portion of shipments. This dispute led to
the suspension of three shipments by Russia. While terms concerning the natural
uranium portion were clearly spelled out in the agreement, ultimately Congress had
to act to resolve that situation. While such controversies are often heated and in-
volve various constituencies, the track record shows that they were resolved, and
these outcomes auger well for continuing cooperation and problem solving.

Over the course of the contract, as both a govermnent corporation and after July
1998 as an investor-owned company, USEC has accommodated Russian requests for
special considerations and flexibility. In fact, there have been 13 amendments to the
contract reflecting the parties’ ability to make such accommodations.

For example, in 1994, 1995 and 1996, at Russia’s request, USEC made payments
in advance of delivery of LEU for $60 million, $100 million and $100 million, respec-
tively. The first two payments supported a presidential commitment at the January
1994 Moscow Summit and an agreement reached at June 1995 U.S.-Russia negotia-
tions. The objective was to help Russia finance the provision of nuclear fuel to the
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Ukraine in order to secure full implementation of the transfer of nuclear weapons
from the Ukraine to Russia for dismantling. The 1996 $100 million advance pay-
ment facilitated a U.S.-Russia agreement on enhanced transparency measures.

In 1999, USEC again demonstrated its commitment. In response to a request by
Minister Adamov to help meet revenue expectations in the Russian government
budget, USEC advanced Russia $173 million. In that same year, as had been done
on a number of previous occasions, USEC agreed to accelerate its payments for de-
liveries to accommodate Russian fiscal needs. There are many other examples of
USEC’s assistance to its Russian partner. USEC provided Russia with cylinders for
the storage of uranium at no cost, established a Russian uranium storage account
and assisted Russia in protecting its Megatons to Megawatts assets in the United
States. The latter assistance resulted in a presidential Executive Order that pro-
vided legal protection for certain Russian assets in the U.S. on the grounds of na-
tional security.

INTERRUPTIONS IN SHIPMENTS BY RUSSIA

Despite substantial efforts to accommodate Russia’s needs and to facilitate the
smooth performance of the HEU contract, Russia unilaterally suspended scheduled
delivery four separate times for various reasons not connected with USEC’s imple-
mentation of the contract. While these suspensions were technically Russian
breaches of contract, USEC was able to overcome the impact of these suspended
shipments by using its substantial inventory and adjusting its uranium enrichment
production schedules to meet customer obligations. But this came at a price to
USEC, which was forced to incur additional production costs to compensate for a
cumulative delay of 12 months in Russian deliveries to USEC. Once again, dem-
onstrating its strong commitment to the continuing success of the program, USEC
has agreed to reschedule delivery of the delayed LEU. These actions could not have
been possible without USEC’s production capability, inventory and other unique as-
sets.

PRICING CONSIDERATIONS

The 1994 contract called for the executive agents to negotiate price and quantities
each year for the following year. Not unexpectedly, this resulted in certain tensions
surrounding annual negotiations. In 1996, in a mutual commitment to stabilize per-
formance, both parties adopted a five-year amendment to the contract that set
prices and quantities through 2001. While this arrangement solved one problem, it
created another. By 1998, an unexpected and dramatic decline in market prices oc-
curred, due in large measure to excess enrichment capacity, lower demand and ag-
gressive pricing by competitors. This resulted in a situation where USEC’s purchase
costs for Russian material became higher than market prices. In effect, USEC was
losing money on each purchase, and the commercial viability of the contract was
being undermined. Even so, USEC was determined to sustain the program going
forward. It absorbed the financial losses and addressed the issue with the U.S. gov-
ernment and its Russian partner.

The excellent working relationship of the executive agents encouraged candid dis-
cussions about this problem over the period of a year. In accordance with guidance
provided by the Administration in May 2000, these discussions resulted in an agree-
ment in principle to adopt market-based pricing for the remainder of the 13 years
of the contract and, when approved, will go into effect at the beginning of 2002.

The terms of this agreement include the following:

¢ A discounted, market-based pricing mechanism for purchases of LEU derived
from 30 metric tons of Russian warhead HEU each year

¢ The purchase of an additional amount of LEU from warhead HEU through 2004
that makes up for previous Russian delivery shortfalls

¢ At Russia’s request, the purchase of three million Russian commercial (non-
weapons derived) enrichment separative work units (SWU) over five years in
order to supplement their revenues during the transition to market-based pric-
ing.

CURRENT STATUS OF THE NEW CONTRACT PRICING AMENDMENT

On January 18, 2001, the Administration authorized USEC to complete the new
terms with Tenex. However, the Bush Administration informed the Russian govern-
ment that it will conduct a review of the overall HEU agreement and the proposed
amendment. USEC is awaiting completion of this review. While the current contract
pricing terms expire on January 1, 2002, USEC orders for 2002 material from Rus-
sia must be placed earlier than that.
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The timely adoption of new financial terms—which the executive agents are ready
to execute—is essential to maintain the continued success and objectives of the
Megatons to Megawatts program. These new financial terms are consistent with the
national security and economic interests of both the United States and Russia.
These terms will:

¢ Stabilize and ensure successful completion of the HEU agreement and contract
for the remaining 13-year period on self-sustaining financial terms.

¢ Provide Russia, through USEC purchases, with vitally needed hard currency to
pay workers, to finance nuclear safety upgrades, to clean up contaminated sites
and to safeguard nuclear materials. USEC payments constitute about 20 per-
cent of the nontax income of the Russian federal budget.

¢ Ensure that the remaining Megatons to Megawatts Russian HEU, representing
an estimated 16,000 nuclear warheads, will be converted to fuel for electric
power plants.

* Aid U.S. national security and nonproliferation objectives at no cost to the gov-
ernment.

USEC’S COMMITMENT TO THE ROLE OF EXECUTIVE AGENT

USEC demonstrated a solid and continuing commitment to the Megatons to
Megawatts program from its inception as a government corporation through its pri-
vatization in 1998, and during its three years as an investor-owned company. As
executive agent for the U.S. government, USEC has successfully balanced national
security policy objectives with the objectives of its own commercial interests, in cer-
tain cases to its own financial detriment, proving that these differing interests can
be reconciled and well-served.

USEC remains uniquely suited and committed to its role as executive agent for
the Megatons to Megawatts program.

¢ First, no other U.S. entity can as effectively and expediently implement this 20-
year, $12 billion national security program and commercial commitment.

— USEC has the best combination of customer, market and financial strength
to absorb this large amount of enriched material over time without disrupting
the market.

— Only USEC has domestic enrichment production capability to continue fuel
supplies to customers in the event of future Russian supply interruptions.

¢ Second, USEC is the only domestic producer of enriched uranium fuel and is
committed to ensuring that this production continues to meet long-term domes-
tic energy security objectives. In support of those objectives, adoption of the new
market-based pricing amendment will strengthen the global competitive posi-
tion of USEC’s Paducah enrichment plant and its 1,700 employees.

e Third, USEC has a seven-year track record of successful implementation of this
contract.

— Without exception, the national security goals of the government-to-govern-
ment agreement and the implementing contract are being consistently met.

— As executive agent, USEC has consistently followed the guidance of the U.S.
government in the commercial implementation of this program.

— USEC has established a rare and continuing record with its Russian counter-
part of cooperation, problem solving and long-term trust.

CONCLUSION

As the executive agent for the U.S. government, USEC employees have exhibited
pride, flexibility and commitment in implementing the Megatons to Megawatts pro-
gram. USEC employees continue to ensure the full and timely implementation of
the Russian HEU Purchase Program consistent with U.S. policy objectives.

By the end of 2001, USEC will have purchased the LEU equivalent of more than
140 tons of HEU—nearly 30 percent of the 500 metric tons under the contract. This
is the equivalent of an estimated 7,000 to 8,000 nuclear warheads.

This historic agreement between the governments of the United States and the
Russian Federation is being realized 40 percent ahead of the original schedule and
to the mutual satisfaction of both parties. In addition to meeting the objectives of
both countries, this agreement has significantly reduced the threat of nuclear weap-
ons and demonstrated the effectiveness of the commercial implementation of this
national security program.
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MARCH 2001—BRIEFING PAPER ON

THE CANDU MOX OPTION FOR DISPOSITION OF SURPLUS RUSSIAN WEAPONS-ORIGIN
PLUTONIUM

ISSUE: The CANDU MOX option has been identified as an acceptable method for
the disposition of excess weapons-origin plutonium by the U.S. Department of Energy
(“DOE”), and by officials of the Russian Federation. The CANDU MOX option is not
required to assist with disposition of American surplus plutonium; however, it re-
mains an important potential solution to enable the Russian Federation to achieve
its plutonium disposition commitments made under the recent U.S.-Russia bilateral
agreement on plutonium disposition. As DOE and other U.S. agencies consider steps
to achieve the full and prompt implementation of the U.S.-Russia bilateral agree-
ment, it is vital to keep in context the essential international benefits associated with
the CANDU MOX option, including acceleration of efforts to dispose of Russian-ori-
gin surplus plutonium.

CONCLUSION: The CANDU MOX option should receive appropriate attention as a
potential solution to the problem of achieving the full benefits of the doubled pluto-
nium disposition rates as defined under the recent U.S.-Russia bilateral agreement.
By adding the capabilities of existing CANDU reactors in Canada to the disposition
mission, greater progress can be made to address this compelling international issue.

¢ Continuation of the Parallex Project;

¢ Development of a trilateral international agreement on plutonium disposition
among the Russia, Canada and the U.S.; and

e Inclusion of the CANDU MOX option in ongoing international plutonium dis-
position planning efforts, including the development of a MOX fuel fabrication
plant in Russia with the flexibility to manufacture CANDU MOX fuel.

I. BACKGROUND

As a result of U.S.-Russia bilateral progress in the field of nuclear disarmament,
there is a surplus of at least fifty metric tons of plutonium in each country based
on START I levels. The United States government has evaluated policy alternatives
for the disposition of excess weapons-origin plutonium, and is progressing towards
implementation of a domestic program, while encouraging the Russian Federation
and the international community to support parallel efforts in Russia.

In a 1994 study, “Management and Disposition of Excess Weapons Plutonium,”
the National Academy of Sciences states that “the existence of this surplus material
constitutes a clear and present danger to national and international security.” This
statement relates principally to the risk of diversion of Russian-origin plutonium for
terrorist or weapons purposes, which underscores the need for the U.S. to pursue
policies that support the goal of securing and disposing of Russian plutonium.

DOE has played the central role in developing U.S. plutonium disposition policy,
which although focused directly on the disposition of U.S. plutonium, also has clear
ramifications for U.S. foreign policy. In the Record of Decision (ROD) for the Storage
and Disposition of Weapons-Usable Fissile Materials Final Programmatic Environ-
mental Impact Statement (Final PEIS) released by DOE on January 14, 1997, DOE
formally adopted the Final PEIS’s preferred alternative to pursue a dual strategy
for plutonium disposition that includes both immobilization and reactor tech-
nologies. The ROD maintained the option to utilize CANDU reactors for the disposi-
tion mission, but conditioned such use on the negotiation of a multilateral agree-
ment among Russia, Canada, and the U.S. In its “Decision” section on page 20, the
ROD states:

The Department reserves as an option the potential use of some MOX fuel
in CANDU reactors in Canada in the event that a multilateral agreement
to deploy this option is negotiated among Russia, Canada, and the United
States. DOE will engage in a test and demonstration program for CANDU
MOX fuel consistent with ongoing and potential future cooperative efforts
with Russia and Canada. The test and demonstration activities could occur
at LANL and at sites in Canada, potentially beginning in 1997, and will
be based on appropriate NEPA review. Fabrication of MOX fuel for CANDU
reactors would occur in a DOE facility, as would be true in the case of do-
mestic LWRs. Strict security and safeguards would be employed in the fab-
rication and transport of MOX fuel to CANDU reactors, as well as domestic
reactors. Whether, and the extent to which, the CANDU option is imple-
mented will depend on multinational agreements and the results of the test
and demonstration activities.
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DOE has subsequently completed its evaluation of alternatives for the proposed
siting, construction, and operation of three facilities in the U.S. for the disposition
of up to 50 metric tons of surplus plutonium. In the ROD for the Surplus Plutonium
Disposition Final Environmental Impact Statement (SPD EIS) released by DOE on
January 4, 2000, DOE selected the Savannah River Site as the location for the three
facilities. Based on this selection, DOE has authorized the implementation of a base
contract for MOX fuel fabrication and irradiation services, to be conducted by the
consortium of Duke Engineering & Services, COGEMA Inc., and Stone & Webster
(known as DCS). The ROD indicated DOE would no longer pursue CANDU reactors
for the disposition of U.S. surplus plutonium, but that the CANDU option was still
beoing considered for the disposition of Russian surplus plutonium. On page 28, the
ROD states:

.. . Since the SPD Draft EIS was issued, DOE determined that adequate
reactor capacity is available in the United States for disposition of that por-
tion of U.S. surplus plutonium suitable for MOX fuel. Therefore, DOE is no
longer actively pursuing the CANDU option. However, the CANDU option
is still being considered for the disposition of Russian surplus plutonium.
To assist U.S., Russia, and Canada in considering this option the three
countries are jointly conducting an experiment, which will involve irradi-
ating MOX fuel pins that have been fabricated from U.S. and Russian sur-
plus weapons plutonium in a Canadian research reactor. This effort in-
volves a one-time shipment of a small quantity of weapons plutonium from
the U.S. to Canada.

Good progress has been made towards the CANDU MOX experiment, known as
the “Parallex Project,” being jointly conducted by the U.S., Russia, and Canada. All
of the necessary MOX fuel has been fabricated in the U.S. at Los Alamos National
Laboratory, and transported to Canada. A larger quantity of Russian MOX fuel has
also been fabricated and recently transported to Canada. The experiment in the re-
search reactor is set to begin before the end of 2000. The test is an important dem-
onstration of tri-lateral cooperation, and demonstrates most elements of the infra-
structure required to utilize excess weapons plutonium as MOX fuel in CANDU re-
actors. The test will also contribute to the database that would eventually qualify
weapons-origin MOX fuel for use in CANDU reactors.

An important achievement for the overall plutonium disposition program was the
signing, on September 1, 2000, of the bilateral “Agreement Between the Government
of the United States of America and the Government of the Russian Federation Con-
cerning the Management and Disposition of Plutonium Designated as No Longer Re-
quired for Defense Purposes and Related Cooperation.” Under this agreement, each
party shall seek to begin operation of separate facilities in the U.S. and in Russia,
not later than December 31, 2007, enabling each party to proceed to dispose of plu-
tonium at a rate of no less than two metric tons per year, with an obligation on
each party to dispose of no less than 34 metric tons. The agreement also requires
that both parties develop a detailed action plan within one year, including efforts
from other countries as appropriate, to at least double the disposition rate (i.e., from
two tons to at least four tons per year). It is recognized under the agreement that
development of near-term and long-term international financial or other arrange-
ments will be required to support the necessary activities to be undertaken in the
Russian Federation.

Based on the above DOE “Decisions,” and provisions of the U.S.-Russia bilateral
agreement, it is essential that the CANDU MOX option be maintained as an inte-
gral part of the potential program for disposing of Russian surplus plutonium. In
particular, it is necessary to send the appropriate signal to the Canadian and Rus-
sian governments that the U.S. considers the CANDU MOX option to be a potential
requirement to achieve the Russian obligations under the bilateral agreement, in-
cluding accelerated rate of disposition for Russian-origin plutonium.

II. THE CANDU MOX OPTION

Atomic Energy of Canada, Limited (AECL) and Ontario Hydro (now Ontario
Power Generation, “OPG”) have worked with DOE throughout the PEIS process to
support the consideration of the CANDU MOX option B use of existing Canadian
deuterium (CANDU) reactors B for the plutonium disposition mission. Under the
original CANDU MOX option, MOX fuel bundles (incorporating plutonium from U.S.
or Russian dismantled warheads) would be fabricated in either U.S. or Russian fa-
cilities (depending on the origin of the plutonium) and irradiated in CANDU reac-
tors operated by OPG. The irradiated fuel bundles would then be stored perma-
nently in Canadian secure facilities, subject to full International Atomic Energy
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Agency safeguards and inspections. This concept remains unchanged, aside from the
current application being only the utilization of Russian MOX fuel. The Canadian
government has made several official statements supporting the CANDU MOX op-
tion, and U.S.-Canadian cooperation in this area has been the subject of conversa-
tions and correspondence between President Clinton and Prime Minister Chrétien.

Previous technical studies have evaluated three different fuel designs that could
be used to implement the CANDU MOX option. Appendix A summarizes the key
parameters from the technical studies, and indicates that a single CANDU reactor
can consume from 0.8 to 1.5 metric tons per year of excess Russian plutonium, de-
pending on the final MOX fuel design that is selected.! No changes to the CANDU
reactor plant are required to accommodate implementation of MOX fuel. An addition
to the planned Russian MOX fuel fabrication facility would be required to produce
between 28 and 80 metric tons of CANDU MOX fuel annually, depending upon the
desired rate of plutonium dispositioning. Based on AECL and OPG analysis, the
CANDU MOX option has the potential to serve as a technically reliable, cost effi-
cient and secure component of the international plutonium disposition mission.

III. THE CANDU MOX OPTION TO ASSIST THE RUSSIAN FEDERATION

The CANDU MOX option represents one of the strongest opportunities for mean-
ingful collaboration with Russia to achieve symmetrical drawdowns of excess weap-
ons-origin plutonium. Russian officials have indicated significant interest in pur-
suing the use of CANDU reactors in Canada as one of their preferred options for
disposition of their dismantled nuclear warheads. It is becoming clear that the ini-
tial target disposition rate of two metric tons of surplus plutonium per year under
the U.S.-Russia bilateral agreement, can be met primarily by a Russian domestic
program; however, involvement of additional plutonium disposition capacity outside
of Russia may also be required. Certainly, to double the rate of plutonium
dispositioning, as called for under the U.S.-Russia bilateral agreement, will require
involvement of other reactor systems outside of Russia. The CANDU MOX option
is a leading candidate to complement the Russian domestic program and to provide
the additional reactor capacity required to meet the target plutonium disposition
rates. A doubling of the rate of surplus Russian plutonium consumption can be
achieved with as few as two CANDU reactors. By harmonizing U.S. and Russian
efforts toward the common goal of reducing nuclear proliferation risks, the CANDU
MOX option can contribute significantly to the prompt disposition of weapons-origin
plutonium in a secure manner.

IV. NEXT STEPS FOR THE CANDU MOX OPTION

A. Parallex Project

AECL is continuing to work with DOE and Russian officials on a project to test
U.S. and Russian-origin MOX fuel in a Canadian research reactor, referred to as
the “Parallex Project.” The enabling contracts were signed between AECL and the
Bochvar Institute in Russia and the Los Alamos National Laboratory in the U.S.,
the two institutions which performed the fuel fabrication for the Parallex Project.
The U.S. and Russian MOX fuel fabrication work has been completed, and the MOX
fuel bundles from both countries were delivered to Canada at the end of 2000. Irra-
diation of U.S. and Russian MOX fuel began on February 3, 2001, and provides a
tangible first demonstration of parallel U.S. and Russian commitment to the actual
disposition of nuclear weapons materials.

B. Trilateral Agreement

DOE’s ROD references the development of an international agreement between
the U.S., Canada, and Russia as the appropriate mechanism to move forward with
the parallel drawdown of each country’s surplus weapons-origin plutonium. At the
Denver Summit in 1997, the G—7 foreign ministers, including the Russian rep-
resentative, issued a communiqué referencing the CANDU MOX option. At the Bir-
mingham Summit in 1998, leaders endorsed efforts to maintain the momentum for
parallel drawdown of U.S. and Russian surplus weapons-origin plutonium, which is
patterned after the tripartite cooperation among the U.S., Canada, and Russia. The
Okinawa G8 summit, in 2000, applauded efforts by the U.S. and Russia, while call-
ing for a detailed project plan and arrangements for international financing to be
developed over the next year, and prior to the summit in Genoa.

1There are 22 Canadian CANDU reactors in Canada. The decision to consider using MOX fuel
in any reactor would be made by the operating utility, based primarily on regulatory and com-
mercial considerations.
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The recently concluded U.S.-Russia Agreement on Plutonium Disposition is a sig-
nificant step forward toward the reduction of the threat posed by surplus weapons-
origin plutonium in Russia. As noted above, one of the key outstanding issues that
remains to be resolved is how to match the need for rapid disposition with available
technical resources that are supported both politically and financially. Therefore, at
the same time the U.S. and Russia move forward with the implementation of the
plutonium disposition bilateral, steps should be taken to initiate discussions on tri-
lateral agreements to include Canadian support to accelerate the disposition of Rus-
sian-origin plutonium.

C. Inclusion of the CANDU MOX Option in Ongoing International Planning Efforts

As plans are developed for increasing the plutonium disposition rates in Russia,
in accordance with provisions of the U.S.-Russia Agreement, the CANDU MOX op-
tion should be further evaluated, taking into consideration the environmental, tech-
nical, and economic factors. At the same time, the U.S. government should coordi-
nate its efforts with its Canadian and Russian counterparts in order to ensure that
efforts toward prompt and secure disposition of plutonium are conducted in an effi-
cient and timely fashion. Specifically, the CANDU MOX option should be integrated
fully into the international planning for the construction and operation of a MOX
fuel fabrication facility in Russia, and the related procurement of MOX fuel services.

APPENDIX A

Summary of CANDU Weapons-Derived Plutonium Management Options

CANDU MOX Fuel Design
37-¢l MOX 37-¢l MOX 43-¢l MOX
(1994) (1996) (1997)
Pu-Disposition Rate (metric tons Pu/year/reactor) 1.0 1.5 0.8
Fabrication Plant Capacity (metric tons MOX/year) 80 78 28
Net Pu-Destruction Efficiency (%) 34 23 46
Net Fissile Pu-Destruction Efficiency (%) .....ccccocoveriveorererrmreriieiinninns 58 41 70
Pu-Disposition Rate (metric tons Pu/GWe.year) . 1.56 222 1.23
Energy Produced (GWe.year/metric ton Pu) 0.64 0.45 0.81

Senator BIDEN. Thank you, Mr. Chairman.

I, too, will ask consent for my statement to be placed in the
record.

And I begin by congratulating you, Mr. Leader. I not only
thought you were the best leader, and I have said it publicly, but
now that you are out of the Senate, it does not hurt your reputa-
tion any more that in the 28 years that I have been here, I have
found you one of the finest people I have ever served with.

I just warn you, you are going to have a rigorous hearing for U.S.
Ambassador to Japan; it may take all of about 12 seconds. But I
congratulate you on being willing to take on that responsibility. I
am truly appreciative.

Lloyd Cutler is one of the most well-spoken and knowledgeable
men in this town whom I have ever encountered over the last quar-
ter century on matters relating to nuclear weapons, proliferation,
and arms control. It is an honor to have you here.

I think your report is probably one of the most significant and
important reports that has been submitted to this committee in
well over a decade. Without any further elaboration, because I
want to get to questions and hear your statements, I sincerely hope
it is well read in the administration, because I think you are right
on target, and I look forward to going into some detail.

Also, Mr. Chairman, we are also fortunate to have as a second
panel three very distinguished Americans who have been before
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this committee many times, and I appreciate their being here, but
we will get to that when we get to them.

So welcome, gentlemen, and thank you very much.

[The prepared statement of Senator Biden follows:]

PREPARED STATEMENT OF SENATOR JOSEPH R. BIDEN, JR.

Mr. Chairman, I have long admired the hard work you, Sam Nunn, and Pete
Domenici invested in laying the groundwork for the various U.S. initiatives to help
dismantle nuclear weapons and address the “brain drain” problem in the former So-
viet Union. This set of cooperative efforts with Russia is probably one of the most
cost-effective investments the United States has ever made in helping protect our
national security.

Mr. Chairman, we are holding this hearing at a rather opportune moment. I have
been greatly alarmed by recent reports that the administration is prepared to pro-
pose a full range of spending cuts in the Energy Department’s non-proliferation pro-
grams in Russia. If these reports are true, they would sharply contradict statements
of support during the campaign by President Bush for increased funding for the
Nunn-Lugar-Domenici programs.

I strongly urge the administration to conduct a thorough review of these programs
before choosing to make any cuts. They would be wise to consult the recent findings
of the bipartisan task force headed up by Howard Baker and Lloyd Cutler, our first
panel of witnesses.

This task force makes a strong case that unsecured nuclear weapons and nuclear-
grade material in Russia are the “greatest unmet threat” facing the United States
today. The task force concludes that the President, instead of cutting these pro-
grams, should be prepared to expand significantly their scope and funding over the
next decade in order to secure and account for all nuclear weapons-grade material
in Russia.

Hence, I look forward to hearing what Mr. Baker and Mr. Cutler have to say and
I also eagerly await the views of our second panel of distinguished witnesses, Ron
Lehman and Graham Allison.

Senator LUGAR. I would like to submit for the record a very
strong statement submitted by Senator Pete Domenici, our col-
league and Chairman of the Energy and Water Subcommittee of
the Appropriations Committee. He has much interest in the work
of the Commission, and I quote from Senator Domenici. “The report
envisions an eight-to-ten-year timeframe, at a cost of $30 billion. In
my view, the national security benefits to the United States citi-
zens from securing 80,000 nuclear weapons worth of fissile mate-
rials is a good investment. We have a simple choice: We can either
spend the money to reduce the threat or spend more money in the
future to defend ourselves. I am a strong believer that threat re-
duction is the first best approach in this case,” end of quote from
our colleague, Pete Domenici.

. 1[lThe prepared statement and a news release of Senator Domenici
ollow:]

PREPARED STATEMENT OF SENATOR PETE V. DOMENICI

Mr. Chairman, I thank you for the opportunity to offer my remarks at today’s
hearing. As you and today’s panelists know, the report under discussion—and the
general issue of our cooperative threat reduction efforts—is critically important to
U.S. national security. I thank Senator Howard Baker, Mr. Cutler and our other
witnesses for taking time out to discuss in detail the report’s findings and rec-
ommendations.

I would like to begin with a quote from President Bush’s address at the Joint Ses-
sion of Congress earlier this year. He stated:

“As we transform our military, we can discard Cold War relics and reduce our
own nuclear forces to reflect today’s needs.”

I heartily agree with the objective, but I fear I must take issue with the proposed
implementation.
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We cannot unilaterally downsize our own nuclear arsenal without some assurance
that Russia’s rebuild capacity is in line with their arms control commitments. Addi-
tionally, if we do not adequately address “the most urgent unmet national security
threat for the United States today,” we should have no confidence that changes to
our nuclear posture will account for the potential proliferation hazard of Russian
fissile materials and destitute weapons experts.

U.S. nonproliferation goals cannot be achieved through unilateral action. This
particular proliferation concern must be addressed through cooperation with Russia.
No other option exists.

Allow me to quote also Condoleeza Rice’s accurate assessment of the situation:

“American security is threatened less by Russia’s strength than by its weakness
and incoherence. This suggests immediate attention to the safety and security of
Moscow’s nuclear forces and stockpile.”

Dr. Rice is just one of many reaching a similar conclusion regarding this par-
ticular threat. Our witnesses today and their bipartisan commission also concluded
that the U.S. response is not commensurate to the threat.

I want to touch on just a few of your recommendations, because I believe these
are essential to a sufficient and efficient response. First, the report discusses the
dire need for a White House-level nonproliferation czar. Second, you also rec-
ommend that the President develop a strategic plan to address the fissile materials
and human capital aspect of the proliferation threat. I strongly agree.

We do not have a coherent, integrated agenda. Overlaps and shortfalls exist. A
strategic plan should address the scope of each specific problem, identify means to
reduce the threat, and offer a concrete time schedule to reach a definite end goal.
Further, we have no one person who can view the entire spectrum and identify the
gaps, remedy turf battles and bring the necessary coordination to get the job done
efficiently and quickly. I and Senator Lugar have repeatedly urged the creation and
appointment of a nonproliferation czar and Congress has advanced this issue
through legislation.

These are the first two concrete steps toward streamlining and enhancing our ef-
forts with Russia. While I understand that the Bush Administration is formulating
a strategic plan, I have not heard any discussion of attaining greater coherence in
these programs at the White House level. At the same time, the indication would
be that the Administration’s strategic plan intends to take an axe to some of the
key programs currently involved in addressing the threat.

The cuts proposed amount to a new strategic direction without any involvement
of Congress.

The report envisions an 8-10 year time-frame at a cost of $30 billion. In my view,
the national security benefits to U.S. citizens from securing 80,000 nuclear weapons
worth of fissile materials is a good investment.

We have a very simple choice: we can either spend money to reduce the threat
or spend more money in the future to defend ourselves. I am a strong believer that
threat reduction is the first-best approach in this case. Inaction will only drive up
costs to defend ourselves against unknowables that we could have squelched had we
had greater foresight.

I believe this recent report reiterates this point clearly and offers several concrete
policy recommendations for tackling this challenge. I look forward to working with
the new Administration to ensure that a decade from now we have protected U.S.
citizens from this proliferation threat and secured a more peaceful future.

I want to conclude with one additional thought. One of the lessons learned over
the past decade of cooperative threat reduction is that efforts in our mutual interest
have continued almost without a hiccup regardless of our disagreements with Rus-
sia at a different level. In other words, we have avoided linkage between these ef-
forts and other concerns about Russia’s activities that we might have at any given
time; Russia has done the same. We both have benefitted.

It is not in our national interest to link cooperative threat reduction to any spe-
cific disagreement over Russian policy or activities. If we wager these programs due
to our discontent in some other arena, we risk the following: Russia will continue
to pursue their own security interest, and we will lose the security benefits we reap
from these efforts. It’s a lose-lose for us.

I thank the members of the panel for being here to testify today. I thank you and
all the members involved in writing this report for your prolonged and serious effort
in addressing this most fundamental and difficult challenge.

Thank you Mr. Chairman.
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[News Release—March 28, 2001]

DoMENIcI: U.S. SHOULD NOT ACT UNILATERALLY OR TAKE AXE TO
NONPROLIFERATION PROGRAMS WITH RUSSIA

Senator Issues Statement for Foreign Relations Committee Hearing

WASHINGTON, DC.—U.S. Senator Pete Domenici today advised that long-term U.S.
security needs would be better served by not acting unilaterally and taking an axe
to cooperative nonproliferation programs with Russia.

Domenici addressed the nonproliferation issue in a statement to the Senate For-
eign Relations Committee which conducted a hearing on Department of Energy
Nonproliferation Programs with Russia. The hearing specifically addressed a recent
report issued by former Senator Howard Baker and Lloyd Cutler, co-chairs of the
Russia Task Force of the Secretary of Energy Advisory Board.

The Baker-Cutler report recommended the naming of a White House-level “czar”
to oversee U.S. nonproliferation programs with Russia, and the development of an
overall strategic plan to better coordinate these programs. Both are recommenda-
tions long advocated by Domenici, chairman of the Senate Energy and Water Devel-
opment Appropriations Subcommittee that funds these projects. Overall, the report
envisions an eight to 10-year time-frame at a cost of $30 billion.

“These are the first two concrete steps toward streamlining and enhancing our ef-
forts with Russia,” Domenici said. “While the Bush administration formulates a
strategic plan, I have not heard any discussion of attaining greater coherence in
these programs at the White House level. At the same time, the indication would
be that the administration’s strategic plan intends to take an axe to some of the
key programs currently involved in addressing the threat.”

Domenici noted that the proposed cuts amount to a new strategic direction with-
out any involvement of Congress. Domenici, chairman of the Senate Budget Com-
mittee, will this week introduce the FY2002 budget resolution. While the resolution
will keep President Bush’s recommendation to provide a 4 percent increase in fed-
eral spending, Domenici said Congress may set different priorities for federal invest-
ment—including those related to DOE nonproliferation activities.

“In my view, the national security benefits to U.S. citizens from securing 80,000
nuclear weapons worth of fissile materials is a good investment,” Domenici said.
“We have a very simple choice. We can either spend money to reduce the threat or
spend more money in the future to defend ourselves. I am a strong believer that
threat reduction is the first and best approach in this case. Inaction will only drive
up costs to defend ourselves against unknowables that we could have squelched had
we had greater foresight.”

“We cannot unilaterally downsize our own nuclear arsenal without some assur-
ance that Russia’s capacity to rebuild is in line with their arms control commit-
ments. Additionally, if we do not adequately address ‘the most urgent unmet na-
tional security threat for the United States today,” we should have no confidence
that changes to our nuclear posture will account for the potential proliferation haz-
ard of Russian fissile materials and destitute weapons experts,” Domenici said.
“U.S. nonproliferation goals cannot be achieved through unilateral action. This par-
ticular proliferation concern must be addressed through cooperation with Russia. No
other option exists.”

Senator LUGAR. I am very privileged at this point to recognize
Senator Baker for his testimony.

STATEMENT OF HON. HOWARD H. BAKER, JR., CO-CHAIR, RUS-
SIA TASK FORCE, SECRETARY OF ENERGY ADVISORY
BOARD, FORMER U.S. SENATOR FROM TENNESSEE; BAKER,
DONELSON, BEARMAN & CALDWELL, P.C., WASHINGTON, DC

Senator BAKER. Mr. Chairman, thank you very much.

Sefpator Biden, thank you for permitting me to appear today and
testify.

My friend, Lloyd Cutler, and I have worked long and hard on
this report. We truly hope it is helpful to the committee, and we
hope it is helpful to the administrative and executive department
of the Government as well.
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I ask unanimous consent, Mr. Chairman, that my 16-page state-
ment be included in the record.

Senator LUGAR. So ordered.

Senator BAKER. In the interest of time, I will try to summarize
the major points.

Senator LUGAR. Very good.

Senator BAKER. First of all, in keeping with the tenor of my
friend Pete Domenici’s statement, I have often said, and will repeat
now, that there is a special responsibility in my view on the part
of the United States and Russia to deal with this problem, and to
do so promptly and effectively.

And that is the problem of controlling and preventing the pro-
liferation of weapons of mass destruction, because after all, Russia
and the United States invented the Nuclear Age. It was a result
of American research and Russian development that we entered
this age of destruction. It has fallen now to be our responsibility
to see whether we can survive in that Nuclear Age. We invented
it; now we have to see whether we can live in it or not.

The most crucial issue really is how

Senator LUGAR. Mr. Baker, I apologize for interrupting, but I can
tell that they cannot hear you in the back.

Senator BAKER. This is probably one of the few times in my ca-
reer in this building where people have not been able to hear me.

It is usually the other way around.

I thank you, Senator. Shall I start over?

Senator LUGAR. No. No.

Senator BAKER. OK. But it is a special responsibility, it seems to
me, of the United States and Russia to recognize that they are the
creators of the Nuclear Age, at least in the development of the Nu-
clear Age; and, therefore, I think we have a special set of respon-
sibilities to try to minimize the risk to civilization as a result of
this great stock and store of nuclear weapons and nuclear material
that exists, not only in Russia, but in this country, and other parts
of the world.

Russia, as I say in my statement, has over 40,000 nuclear weap-
ons, over 1,000 metric tons of nuclear material, vast quantities of
chemical and biological weapons and materials, and thousands of
missiles. The cold war arsenal is spread across 11 time zones, but
it lacks the infrastructure of the cold war.

My good friend, Bob Strauss—and he is my good friend—was
designated by President Bush to be Ambassador to, first, the Soviet
Union and then Russia. In the spirit of that friendship and in jest,
I wrote him after the dissolution of the Soviet Union and said,
“Bob, in my time, I have known a lot of former Ambassadors, but
you’re the first Ambassador to a former country that I ever knew.”

Indeed, that is true. The world has changed. Russia has changed.
The balance of power between our countries has changed. The dan-
gers of the Nuclear Age have changed, because we do not now have
the discipline, as terrible as it was, of mutually assured destruc-
tion, and the discipline that was imposed by only two super powers
in the world.

But the materials are still there, and the weapons are still there.
And one of the prime questions addressed by this Commission,
which I was proud to serve on with Lloyd Cutler, was how well pro-
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tected that material is in Russia, how conscious the Russians were
of the problems involved, how willing they were to undertake the
protective measures that are necessary to see that it is not di-
verted, that it is not in the hands of other nations, or non-national
entities as weapons of mass destruction.

In summary, Mr. Chairman and Senator Biden, I found these
things: I found the Russians are aware of the problem. I found, and
I believe our Commission agrees, that they lack the resources to
deal with the problem efficiently and adequately.

In some cases, the security and storage of nuclear material, and
even nuclear weapons, is so primitive that the address by the
United States and other powers of the world to try to reduce the
risk simply consisted of providing padlocks; in other cases, to pro-
vide warm clothing so that sentries could walk their posts, or
would walk their posts, in times of excruciating cold winter Rus-
sian weather.

There are many, many other aspects of the program that have
been undertaken, and there are many branches to our efforts to try
to control the proliferation of weapons from Russia and elsewhere.

I commend the Department of Energy, this, and prior Secretaries
of Energy, in recognizing this problem. I commend the Congress for
creating a unified structure, with General Gordon, to try to oversee
this effort. I believe that the Congress is in a position to add mate-
rially to the safety of the world by further addressing the question
of storage and protection of nuclear material.

We cannot bear the burden alone in this country. It is absolutely
essential that other nations of the world recognize that they, too,
are at risk, and that they must contribute as well to the improve-
ment of the safety, security, and storage of nuclear material. I be-
lieve that can happen, if the United States takes the lead.

It is obvious and equally important that Russia contribute, to the
extent of their ability, to the improvement of the security of these
weapons, and that they contribute as well to pre-access and trans-
parency, so that we and the world community can know exactly
what we are dealing with.

We cannot engage in a program of pouring money into a bottom-
less bucket. We need to know how many weapons there are, how
much material there is. We think we know, but we need to be as-
sured, and the world community needs to be assured that we know
what we are dealing with.

But there is an old saying in my state that you cannot do noth-
ing, and while our approach to these problems is perhaps imperfect
and, indeed, they are always imperfect, that is not an excuse for
inaction.

So it is my hope that this committee, the Congress, will see the
urgency in this issue that I see and the committee sees. It is my
hope that the administrative and executive departments of the
Government will recognize, as we think we recognize, the impor-
tance and relevance of an early address to these issues.

This Commission is not trying to substitute our judgment on pri-
orities suspending for the Congress, or for the executive depart-
ment, but what we are doing is trying to pinpoint the gravity of
this risk and to say that time is not on our side, and that we must
address it carefully, fully, enthusiastically, and in full cooperation
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with the Russian Government, the Russian people, and the commu-
nity of nations around the world.

I thank you, Mr. Chairman.

Senator LUGAR. Thank you very much, Senator Baker.

[The prepared statement of Senator Baker follows:]

PREPARED STATEMENT OF HOWARD H. BAKER, JR.

Thank you for the opportunity to appear before this committee today to discuss
our recent report on the Russian Nonproliferation Programs of the Department of
Energy. I recall that I served on this committee for 14 of the 18 years I served in
the Senate. It is interesting to observe how much different it seems on this side of
the table from where I used to sit. I am pleased to be here with Lloyd Cutler for
whom I hold such high regard; we have worked together on many projects over the
years and worked closely on this Russian Task Force report. Thank you for your
kind words welcoming me to the committee today.

Since the breakup of the Soviet Union, we have been witnessing the dissolution
of an empire having over 40,000 nuclear weapons, over a thousand metric tons of
nuclear materials, vast quantities of chemical and biological weapons materials, and
thousands of missiles. This cold war arsenal is spread across 11 time zones, but
lacks the cold war infrastructure that provided the control and financing necessary
to assure that chains of command remain intact and nuclear weapons and materials
remain securely beyond the reach of terrorists and weapons-proliferating states.
This problem is further compounded by the existence of thousands of weapons sci-
entists who, not always having the resources necessary to adequately care for their
families, may be tempted to sell their expertise to countries of proliferation concern.

In order to assess the Department of Energy’s part of current U.S. efforts to deal
with this critical situation, in February, 2000 former Secretary of Energy Bill Rich-
ardson asked former White House Counsel Lloyd Cutler and me to co-chair a bipar-
tisan Task Force to review and assess DOE’s Nonproliferation Programs in Russia
and to make recommendations for their improvement. after nine months of careful
examination of current DOE programs and review of related nonproliferation poli-
cies and programs of the U.S. Government, the Task Force reached three principal
conclusions and formulated one major recommendation.

The most urgent unmet national security threat to the United States today is the
danger that weapons of mass destruction or weapons-usable material in Russia
could be stolen and sold to terrorists or hostile nation states, and used against
American troops abroad or our citizens at home. This threat is a clear and present
danger to the international community as well as to American lives and liberties.

Current nonproliferation programs in the Department of Energy, the Department
of Defense, and related agencies have achieved impressive results so far, but their
limited mandate and funding fall short of what is required to address adequately
the threat.

Our Task Force commends current and past Secretaries of Energy and General
Gordon, the new Administrator of the National Nuclear Security Administration, for
their dedication, commitment and hard work in seeking to address this issue. The
cooperation of the Russian Federation has also been a critical and significant factor
in the work carried out to date.

However, our Task Force concludes that the current budget levels are inadequate
and the current management of our Government’s response is too diffuse. The Task
Force believes that the existing scope and management of the U.S. programs ad-
dressing this threat leave an unacceptable risk of failure and the potential for cata-
strophic consequences.

President Bush and the leaders of the Congress face the urgent foreign policy
cﬁallenge of devising an enhanced national security program proportionate to the
threat.

An enhanced national security response should include: a net assessment of the
threat; a statement of a clear, achievable mission; the development of a strategy
with specific goals and measurable objectives; a more centralized command of the
financial and human resources required to do the job; and an identification of cri-
teria for measuring the benefits for Russia, the United States, and the entire world.

Our Task Force offers one major recommendation to the President and the Con-
gress. The President, in consultation with Congress and in cooperation with the
Russian Federation, should quickly formulate a strategic plan to secure and/or neu-
tralize in the next 8 to 10 years all nuclear weapons-usable material located in Rus-
sia and to prevent the outflow from Russia of scientific expertise that could be used
for nuclear or other weapons of mass destruction. Accomplishment of this task will
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be regarded by future generations as one of the greatest contributions that the
United States and Russia can make to their own long-term security and that of the
entire world.

While emphasizing that enhanced efforts are needed from the U.S., the Task
Force underscores that enhanced efforts are also required from Russia. Ultimately,
Russia will be responsible for securing its remaining nuclear arsenal. If this pro-
gram is conceived in full cooperation with the Russian Federation, is adequately fi-
nanced, and is implemented as part of a growing, open and transparent partnership,
the Task Force believes that Russia should be ready to take over any remaining
work at the end of the 8 to 10 year period. If the Russian Government is not pre-
pared for such a partnership, then we believe full success will not be achieved.

Bearing this in mind, the Task Force report outlines a suggested national security
program to secure and/or neutralize all nuclear weapons-usable material located in
Russia and to prevent the outflow from Russia of scientific expertise that could be
used for nuclear or other weapons of mass destruction. We believe this program
could be carried out for less than 1 percent of the U.S. defense budget, (approxi-
mately up to $30 billion over the next 8 to 10 years. The Russian Government
would, of course, be expected to make a significant contribution commensurate with
its own financial ability. The national security benefits to U.S. citizens from secur-
ing and eliminating the equivalent of more than 80,000 nuclear weapons and poten-
tial nuclear weapons would constitute the highest return on investment in any cur-
rent U.S. national security and defense program. President Bush should press other
major powers such as the European Union, Japan and Canada to assume a fair
share of the costs of these efforts that will enhance the security of these countries
as much as that of the U.S. and Russia. Contributions from other countries could
significantly reduce U.S. costs.

ASSESSING CURRENT DOE NONPROLIFERATION PROGRAMS

The Task Force had the benefit of briefings by both government and non-govern-
ment experts and reviews of written materials. Members of the Task Force also vis-
ited seven sites in Russia in July 2000, reviewing DOE programs and meeting with
13 organizations over the course of a week. Its members were able to visit only a
few sites of the vast nuclear complex. those sites may have been in better economic
and physical condition than others in the complex. Nonetheless, the dire state of
those sites visited was cause for grave concern.

The Task Force applauds the accomplishments of the current DOE programs and
the related programs of other U.S. Government agencies. The Task Force in par-
ticular commends the dedication to duty exhibited by the hundreds of DOE and na-
tional lab employees involved in these programs. The Task Force was also im-
pressed by the high quality of cooperation demonstrated by most of DOE’s Russian
counterparts during the course of its visit to Russia. Both Minatom and the Russian
Navy provided access to all of the facilities requested, in some cases showing Task
Force members sites that they had not expected to be allowed to visit. Despite dif-
ficulties that have emerged in the overall implementation of the DOE programs, the
Task Force found Russia’s cooperation to be a significant and positive factor. The
United States and Soviet Union competed in creating the nuclear age; now the U.S.
and Russia are cooperating to dismantle it. The Task Force believes that it is far
better for the United States to be on the inside working together with Russia than
on the outside with no capability to affect Russia’s actions.

However, the Task Force finds very disturbing the ongoing Russian trade with
Iran in dual-use nuclear technology and missile technology and Russia’s apparent
intention to supply new conventional weapons systems to Iran. Despite the fact that
these issues have been raised with Russia at the highest levels of both governments,
the problem has not yet been resolved. The Task Force views the failure to resolve
these issues as very serious and believes the lack of satisfactory resolution will in-
crease the difficulties inherent in continued cooperation with Russia and in carrying
out the Task Force’s recommendations. While the Task Force affirms that the DOE
nonproliferation programs are unequivocally in the U.S. national security interest,
the Task Force is particularly concerned that if Russian cooperation with Iran con-
tinues in a way that compromises nuclear nonproliferation norms, it will inevitably
have a major adverse effect on continued cooperation in a wide range of other ongo-
ing nonproliferation programs. Among other consequences, there will be little sup-
port in Congress and the Executive Branch for the major new initiatives the Task
Force is recommending.

Unquestionably, much has been accomplished by the array of programs now being
operated by DOE 