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= Background: Obligations

= Obligations accounting notification process

= Obligation exchange concepts

= NMMSS reporting of obligation exchanges

= Best practices for obligation exchanges

= Obligation exchange tracking considerations
= NMMSS verification of obligation exchanges
= Potential obligation exchange enhancements
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- Background: Obligations

= Section 123 of the Atomic Energy Act, as amended, authorizes Agreements for Cooperation in the Peaceful
Uses of Nuclear Energy

= Allow for cooperation in areas such as technical exchanges, scientific research, and Safeguards discussions

= Includes nonproliferation conditions
— Safeguards
— Banon use of explosives
— Physical protection
— Consent rights

= Material under agreement
— Nuclear material
— Major components
— Equipment

= Material subject to the terms and conditions of an Agreement for Cooperation is called “obligated”
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Obligations accounting notification process
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The obllgatlon exchangeis a mechanlsm aIIowmg for the non-
physical movement of obligated material.

= U.S. facilities may exchange foreign obligations between domestic or foreign
facilities

= Aforeign facility cannot be involved in an exchange without NRC or DOE
approval

= Afacility initiates an obligation exchange by submitting DOE/NRC Form 741
using an “X” action code

= The other facility involved in the exchange responds to the “X” action code
with a “Y” action code accepting the obligations
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= Equivalent amount and material categories can be exchanged as
long as original conditions are maintained and inventory not
reduced

= Principles of equivalence and proportionality apply
= Must be same quantity, isotopic composition, and chemical form
= Must be able to link obligations to physical batches of material

= Useful for obviating unnecessary physical transfers and
assoclated risks
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NMMSS DOE/NRC Form 741 (Shipper Side Exchange)

DOE/NRC FORM 741 U.S. DEPARTMENT O > NO. 3150-0003 EXPIRES: 05/31/2011
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AUTHORIZED BY 10 GFR 80, 40, 50, 70, 72, 74, 75, 150, den estimate to the Records and FOIA Privacy Services Branch (T-5 F53), U.S. Nuglear
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VARNING: FALSE STATEMENTS IN THIS CERTIFICATE MAY BE SUBJECT TO CIVIL AND/OR CRIMINAL PENALTIES. NRC REGULATIONS REQUIRE THAT SUBMISSIONS TO THE NRC
BE COMPLETE AND ACCURATE IN ALL MATERIAL RESPECTS. 18 U.S.C. SECTION 1001 MAKES IT A CRIMINAL OFFENSE TO MAKE A WILLFULLY FALSE STATEMENT OR
REPRESENTATION TO ANY DEPARTMENT OR AGENCY OF THE UNITED STATES AS TO ANY MATTER WITHIN ITS JURISDICTION.
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NMMSS DOE/NRC Form 741 (Receiver Side Exchange)
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= Ensure that the shipping facility has adequate quantities of foreign obligated
material to exchange with the other facility

= Ensure that the receiving facility has adequate unobligated inventory to cover the
receipt of obligation exchange

= Notify NNSA/DOE and NRC when exchanging obligated material between
NNSA/DOE and NRC facilities

= For exchanges involving foreign facilities, permission must be sought from and
granted by all parties involved in the exchange, usually through:
— 123 Agreement communications
— Approval of NNSA/DOE and NRC

= Generally, an obligation exchange is approved if the physical transfer would be
allowed.
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= The timeliness of NMMSS reporting of shipments and receipts

may affect interim NMMSS book obligation balances

— 10 days to report facility receipts to NMMSS
— 1 day to report facility shipments to NMMSS

= Timeliness of NMMSS reporting of process-based category

changes may affect interim NMMSS book obligation balances

— Enrichment

— Blending

— Production and other on-site gains
— Burnup and other on-site losses
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= As part of U.S. facility reconciliation with NMMSS, obligations reported to
NMMSS on DOE/NRC Form 741 are validated with facility cumulative
obligation balances (including obligation exchanges)

= NMMSS generates an edit check error on obligation exchanges to verify that
NRC or DOE approval is obtained.

— All obligation exchanges involving a foreign facility generate an edit check error in
NMMSS

— NMMSS staff notify NRC or DOE of foreign obligation exchanges
— Upon approval by NRC or DOE, the edit check error is excluded in NMMSS
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= Obligation exchange report to summarize exchange activities over a period
of time.

= Edit check to flag obligation exchanges if an NRC facility submits an
exchange of LEU at or greater than 5% enrichment

= Edit check to flag obligation exchanges if NMMSS book values show an
obligation or inventory shortfall for the obligations being exchanged. The
purpose of the edit check Is to verify that:

— Adequate obligation and inventory balances are available for the exchange. An error is
produced if there is a shortfalll.

»  NMMSS staff verify with the shipping facility that adequate obligations and inventory are
available

«  NMMSS staff verify with the receiving facility that adequate unobligated inventory is available
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