i DRAFT MINUTES of the EIGHTH MEETING
of the STCU GOVERNING BOARD
Kyiv, Ukraine
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Wednesday, May 26th, 1999

OPENING SESSION

Dz John Bonghe, US Board Member and designated chair of the Goverming Board meenngs, opened the
meenngar 00 A0 Those present includad:

CANATIA

EMIL BARAN, Board Member

Real Lalande, Canadian Intemnational Development Agency

EUROPEAN TIMION

JEAN G:'sBULD._E, Board Member

MICHAEL BIERHOFF, Embassy of Germany, represcaning the EU Council Presulency

Didier Gaminer, [irecrorate Geperal 11

URKRAINE

VICTOR BARTAKHTAR, Board Member
= UNITED STATES
(;_ JOHN BORIGHT, Board Member

Jum Nolile, US Department of State

OBSERVERS

GEORGLA
3 Amiran Bezhuashvili, Armache of the Georgan Embassy
JAPAN
¥ Yuji Kurakowa, Ambassador Extraordinary & Plentpotentary
UZBEKISTAN
Shamansur Shakhalilov, Ambassador Extrsordinary & Plempotennary

THE 5TCU SECRETARIAT OFFICIALS

LED OWSELACKT, Executive Director (Canada)
Borrs Atamanenks, Sentor Depary Executive Director (Ukming)
Arthur DuCharme, Deputy Executive Ditecror (United States)
Franusck Janouch, Deputy Executive Director (European Unian)
{t ) John Murtha, Chief Financial Officer (United States)
3 Madianna Carbe', Chicf Admindstrative Officer (European Union)

INVITED HONOURABLE GUESTS

Maswam lbapmov, Ambassador Extraordinary & Plenipotennary, Azerhaijan
Drerek Frager, Ambassador Extravrdmany & Plempotentary, Canada
Andre Vanhaeverbeke, Ambassador Exrraordinery & Plempotendary, Europesn Community
Eberhard Heyken, Ambassador Exetaordimary & Plempotentiary, Germany
V Goran Jacpbsson, Ambassador Extraordmury & Plenipotentary, Sweden
Steven Pifer, Ambassador Exmmordinary & Plenipotentary, USA
Valenun Zachuk, Minister, Ministry of Educaton, Ukeaine
Gennady .t!cu'.:g:ai, Chief Department of Science, Cabuzet of Mimsters, Ukraire
Sergty Pasichnyk, Department of Science, Cabinet of Ministers, Ukramne
Volodymir Semunozhenko, Head Compussion of Soience, Supreme Rada, Ukraine
V Anatoly Shevisov, Nenonal [nstimate for Smitegic Studies, Administration of the President of
Ukratne, Ukrainic
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ACCOMPANYING DELEGATES

¥ Don Crsman, University of Manioba, CANATIA

b Edward Deksnis, Directorate General X1, EUROPEAN UNION

{ Tor Lassson, Scientific Advisor, EUROPEAN UNION

V:u:h}nng Tamunashvili, Advisor of the Ambassader, GEQORGLA
v Ritsuko Inoue, Third Secretary, Embassy of Japan, JAPAN
. R Matsukawa, Official, Int'l Science Cooperaton Thvision, Minsstry of Foreign Affairs, JAPAN

y Cynthia Mentz, US Department of State, UNITED STATES
Eileen Verpino, Lawrence Livermore National Laboratory, UNITED STATES
W Snuve_u Giromer, Las Alamos Natonal L::burargr:.-, UNITED STATES
B lerkin Zahidov, State Commurtee for Science and Technology, UZBEKISTAN

- ‘#|55'ml1n1 indicating the actual attendees ar the Board Meeung,

Dr. Banght, chair of the Eighth Meering of the STCU Goverming Board, delivered bref welcoming remarks to
all Board Members and honorable puests attending the meenung, expressaing s congratalznons to all
parucipants and their efforts supporung the Center. He confirmed that over $25 million had been communied
to STCU o date. D, Borght welcomed importnt Ukraimian visitors and wath everybody's agreement asked
them to make their speeches to the Govemning Board at the end of the round of welcoming remarks,

Dpening remarks were made in nrn by the 8TCU Executive Directot, members of the Govermng Board,
Observers and distnguished Uksainian puests.

Mr. Leo Owstacki, the STCU Executive Director, started hi¢ remarks by expreseing his great pleasure 1o
weleome all delegates 1o Ky on the 8% Board Meeting. Besides the Board Members und the Secrerariar, Mr
Ohwsiacks welcomed the Observers from Uzbekistan, Georma and Japan, as well as the Honourable Guests
myvited 1o atrend Board procesdings. These are indimduals from varous countries, including Ulcraine, who have
wn some Ay played sigmificant reles i the Center actvities. At the end Me. Owsiacki welcomed all
accompanying delegates; whio provide sipnificant support o the Center activities and who make 2 sipmificans
contabuden ra the process of proposal review and selecton.

Mr Machael Bierhoff, on behalf of the German presidency mn the European Union, weleomed the Board
members, observets and guests. He further indicared his pleasure o particspate m the STCU activity at the
Board Meenng as 4 member; confirmed commitment 1o accomplish the STCU objectives and in particular it's
lonp-term ehjectove of el activities of former weapons of mass destrucnon scienusts, supporung the MNaon
Proliferation goals of the Center and 1t's acovities. In that regard, the presidency expressed its intention 1o
strongly support the Center in addressing problems encountered, such as the rent issue, by defending the
Center position at the appropaare level, He also reminded the government of Ukmine to meet their
oblgations and appealed o them 1o provide the artention 10 STCLU that 1t deserves.

L. Gabolde 1n hus opening remarks on behalf of the EC execunve body expressed pleasure to work on
strategy and wision of the ETCU activaty und being  formal part of the STCL 15 pleased ro announce that the
amount of moner designated 1o the STCU acuviries i the nest year will be 3 million ECU. He undedined that
the European Union had stasted a process of more nd relanonships and important meetings with Ukraine,
which would offer the oppormuniey 1o discuss STCL issues and achvines,

M. Eoul Barun in his opening rematks on behalf of Canads highlighred his pleasure to welcome the members
of the Eighth Board meeting and guests, and welcomed on board the new Chiel Administrative Officer,
representng the Eurdpesn Union, Marznna Carbe'’

Dir. Bar'yukhitar, on behalf of Ukoiine expressed thanks again for the support for Ukrainian scientists formerly
wvolved 1 actvitgs connected with weapons development, underlining how important the STCU s for
Ukrarne. D Bas'vakhtar mentoned the meeting attended by Leo Owsiacki and himself with Mr. Smalyi, with
the purpose to solve STCU problems. Said he spoke with M. Pustovoitenko, bur at this date no concrete
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resulis were noticed unforrunarely. He also mentinned thar & letter from scientists From Kharkv was sent ro
Pressdent Kuchmi.

Mr. Zahidow, Stare Committee for Scienee and Technology of Uzbekistan, expressed hus pleasurc und honor 1o
welcome all partigipants of the $TCU Governing Board. The EOVETNMENT frivs prear aflenoon 1o the
parucipation of 18 insnrunons and individual seiennsts in STCU projects. He assured all that the sciennfic
cooperanon m the frame of the Center was of great importunce for Uzbekistan 1o support ughly skilled
seiennsts and engmeers for the countey, which had been involved in large scale military acovary in Soviet imes.
The STCU projects are a good oppormimty 1o establish intermational sciensific conpesation berween Ukraine,
Uzbelsstan and other countmes. Mr. Zahidov expressed lus hope that a branch STCU office could be opened
very seon in Uzhekistan and assured that the governmient of Uzbekistan would take all NECeSSary STEps to
develop and widea the cooperaton and was looking forward to warking with the STCU 10 develop znd
mmplement new scienufic technologies.

-Attache Bejuashwib of the Embassy of Georgia in Ukraine expressed pleasure 1o be present at the Governing
Board Mecnung and hoped o have s berter and deeper relanonship in future, Thanked the Board for

| -
supportng Ukramian and Georman science:

Ars. Rarzuko Inoue, announced that the Japanese Ambassador would be presentin the second half of the day
and expressed her wish for a future expansion of the Japanese contrbution to the STCU activines,

Dz Bornght closed the welcoming remarks wath a special thank vou to the Ambassador of Sweden, Mr. Goran

Jacobsson.

ADMINISTRATIVE TOPICS

D, Bonght moved o approve the minutes of the Sevearh STCU Board of Governors Meenng The mmutes
were approved s presented

The STCU Executive Director presented an overview of the activities of the Center which were
provided in deratl i un accompanying handour.

The Execunve Director reported that fiest half of 1999 continued to reflect the busy activities of the Cenrer

and was charactenzed by seversl sipnificant erizes thar consumed much of the Secretaniat’s time and encIgy,
However, despite the two major issues that the Center s currently dealing wath and the many daily pzolbilems
which make-up the regular acovines of the Center, 1]l new winanves and project inplementaton have heen

effecuvely carned our,

He wenr on to desaribe in detatl bath postve developments and wark of the Secretariar a well a5 details of the
1ssues faced by the Center in the previous six months,

The ED informed abow meesings wath the Ambassador of Azerbaijan requestng consideration to the
possihility to jom the STCLL The USA State Department has been approached by the Governmen: of Maldova
with an expression pf interest in joinng the STCLL Senar USA govesnment officials are sl consdenng this
request. The Deputy Pame Minister of Moldova has formally requested STCU 1o consider mncluding Maoldavian
sCIenmsts ol tesearch works. Several meetings have been held wath the Ambassador of the Republic of
Korea 1o discuss passible parncipanon i the STCU. Fle has recommended to s povesmnent that they
participate and the possibility 15 now being reviewed smong interested Mimstmes in the Bepublic of Korea.

ED informed that the new call has begun, and the Center expects same proposals 1o be through review system
in Ukeaine svailable for the Board December Review as well EID descobed the 31d Call-for-Proposals staras,
and if everything would be teviewed a5 was sent out for this Board, approxumately 170 old proposals will be lefi
for the 9th Board, |

Eracnons 1o the ETD report
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Mr. John Bonght asked for more details about the rent and VAT issues and the Ratificanon process started by
the Ministry of Foreipn Affaies. .

Dy Gabolde made 4 semark abour the faet that it would he desirable 10 recerve one month in advance the EID
report, o more efficient comments could be provided, and assures the ED o consider it s a sipm of his
nterest 10 the importance of this meeting. ED agreed that informanon has 1o cireulate in time, bur evenrs are
aften peang ahead, and 4 reports during the year are presented 1o the attention of the Advisory Commuttee. B3
confirmed hé will provide & drafr 1 monthin advanes of meetings

. Emile Baran considered one week in advance a sufficient frame for the presentation of the ED report,

Dy, Gabolde reinforced the necessiny to recewve the ED feport ane month in advance. Also.made his
comments about the STCU Web Site, findumg thar it should be mnproved and constanily up-dated. Mr Gabolde
underhned the importance of up-dated information and links, using different expenences, thar would increase
the synergy of the acuvines of the STCU, ISTC and TACIS program. ED apreed and suid rhar this 15 alen the
Secretanar view and s being addressed already - a5 resources allow, further mprovements will be made.

Dr. Bar'vakhtar was sausfied wath the nme frame at his dispozal for the review of the ED report before the
Board Meenng, and encouraged as well the STCU Secremasiat 10 iumprove the 5TCU Weh Sire

R’ from t cCrerariat:

Arthur DuCharme — reported on STCU Staff training iniriatives, descdbing some of the continuing
successful effores of the Secretaniar 1o idennfy worthwhile opperunities for seaff tminang, both m Ukraine and
abroad. Some of the training s pud or co-financed by other orgamzanons, 4 key truning Course in Business
Development Tools and Pracnces in the Science and Technology Sector will be provided ro the 5 members of
the Susrainability Group at Dathousie University in Halifix, Canada dumng the pesod July 10-29, 1999, 4 5
day course on "Tethnolagy Commercializanon™ was held m Fiev in March, which was osgamzed by the US
Civilian Research and Development Foundarion; STCU Project Lisison Officer Dlga Bavdulova was able 1o
participate. The STCU Computer System Administrator participated moan admimstranon course of MS
windows 4.0 SK, SUPP Windows N'T 4.0 SK held varlier this month in Kiev. Tamara Leschenko the
Administrative Assistant to the Ukrainian Depury, will pasticipate in the Visiting Fellows Program ar the Cenrer
for Nonproliferation this summer in Monterey, California. The tnp and instruction will be financed by
Monterey Institute, Natalva Mikhailovskaya, one of the STCU Project Coordinators, has heen selected for the
summer 1999 Intemnatonal Women in Science and Eapineenng Leaderslup Program. The travel and course
are pud by lowa State Unwersity and UNESCO.

Arthur DuCharme- Sustainability Group Activities. Dr. Arthur DuCharme descrbed the Parmer Program
status and operational 1ssues, as well 25 other Sustanability Group activiies. A table was presented thar derailed
the status of the STCL partner projects and proposals: from 19 parmer prajects approved by the Board; 15 aze
curzently 1n place;, and several proposals dre in process: He describied several other activities of the
Sustminabibity Group: Besides implementing and monitoring operution of partner projects, the Group
implements the patent support projecr, organtzes and operates business trasmning, and facilitates travel grants,

A markenng warkshop on “How 1o commercialize Innovanons” was recently conducted by Mr. Terrence
Sellen (CIDA contsactor) for 8 selected scenusts who worked 1 STCU projects already completed, The
Sustainabiliry Group aleo works to sustan currently moning projects to promore their eventual
commercializanon. | The Group mamtans technical databases and t= invelved in the presentagon of resulrs
survers and results management of the completed projecss. The group reports directly to the Executive
Director. The Sustainability Group hag arranged for the approval of 4 STCU travel grants and support w4
Ukrminian patent applications. The travel grants are oaly for specific meenngs wath foreign business pattmess.
The STCU web side has also recently been upgraded to better advertise available Ukraman technolopges.

Dr, John Boright thanked Arthur Du Charme for the valuable work done on Staff Trammg opportunities,
hoping that these opportunites are not only open to the STCU staff. - He also encourages the work done by the
Sustamahility Group. Dr. Borght asked for more details concerming the role of the Project Managers and
FProject Coordinarors, and hew the eommunieation goes berween the 2 groups. Dr Bonght siressed the
imponance of an up-dated web site for communicanon purposes for the scienafic COmmumnity,
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Dr. Arthur Du Charme replied that the 10 STCU Project Coordinators work closely with over 200 Ukrainian
Project Managersithar lead sciengsts in their work.  Both groups must have adeunmisirative skills,  Almost all of
the Project Managers can be reached by E-mal, but they vsually don't have ready aceess 1o o dats base of
collaborators abraad; this is vne reason why the STCU role a5 7 linison is very imporant.

The ED ohserved that the commeraalizagon seminars were offered 10 over 60 sciendsts, but some Instomres
would not let them parnaipare.

Drr. Gabolde appreciated the Training opportunities offered to the STCU Swmff, and commented thar itis
impoctant o orgamuze Management courses in Ukramne a5 well,

The ED added that when Ulraman. staff is sent abroad, one of the main reasons is 1o expose the STCU staff
ta a western management point of view, Ususlly programs are developed in colliboration with universities
where these courses are already held,

Me. Ermile Barun drew artention to the STCU Web Site. Tn his opnion, 1t 15 not just enough to updarte ir, it is
also tmportant to maintain it on a regular basis and recognize this 12kes much ome.

D Tor Larsson asked for mare derails ahour the Travel grant program and if there are special condigons for
this reavel

Dir.. Dy Charme apswered that prospecavely, this fund could usefully be as much as 360000 becavse of the
demand. He said that the ED very carefully approves ravel grants to-ensure that they relate 1o business or
results management acovities; 1e., that the proposed travel relates to the Center's activiry with COMpany o1 an
institution that is going fo help Ukrminians in further research or move their preduct and technology to marker
The Center is looking now for some other applications of travel grants, including conferences where suitable
wrdustey representgtives might be partcpanng,

The problem 1= that onginally we based our support anly on the Canadisn and USA rravel grant budget, and
thetefore only a brred amount of money was allocated for these tnips ro the West. Naw, since the EU has
jowned the STCU, we can possibly expand the travel granr options

ED —added if the Board or Advisory Committee Members wizh for certnin Ukrainian scientsts o come o
thetr countsies upon request, we wall certamnly strongly support this,

Mew Call for Proposals Update- Dr. Borvs Atamanenke reported that the dimsery of Scrences, Narional
Academy of Saence and different orgminizadons n Ukrne published the STCU Announcement about the 3ed
Call-for-proposals. The ED gave an interview to the newspaper SVIT, where detiled mformation was
provided to the sciendific community on the proposal submission process. Dr. Atamanenko provided
nformarion stage by stage on how the system works: the 26 of Aprl —the proposal registeation started (at Lyiy,
Kharkiv, Dnipropetrovsk and Kyiv Offices), then a Prelimunary screemng followed, ending with the
regsiration of the Short-Form Proposal ar the STCU. The next stage was a formal letter sent 1o the Project
Manager from the ED, confinmng remstranon and reansourong the regstranon number. Afrer this, follawed
the preparation of the Full-Form Propesal by the scienusts. Once completed, the Full-Form Proposal is
submitted to the State Comminee on Science and Inrellecus Property for Ukramian Government approval
Cince the Project Team recesves this Governmental Concurrence, the proposal is sent to the STCU for
transmittal to the Parties for expert review,

Preparation of Proposals for external review, Proposals sent out for External review:
Dr. Ammanenko provided a Call-for-Propozals History:

Tay Call (May 1995)344 proposals

2nd Call (December 1996-February 1998) — shour 1000 proposals

3rd Call (April-May 1999) - approximarely 229 proposals to date.

The ED added 1 couple of points to Mr. Atamanenko’s presentation, undeslining some improvements that
were made. Now thie STCU requires the Stare Comnuittee on Science to register the date of proposal
submission, and they have access 1o our registravon darabase. So, in this way we can follow the proposals
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wnerary, Another tmprovement is represented by the fact that the Center is able to verify thar all necessary
wformanon 1san the proposal, as well a5 fivng the tile. So now proposils that have received Governmenial
Concurtence are exactly those sent for review abrotd,

Dr. Franushek Janouch added that the STCU project Coordinarors cheek all the information, obligatory for
cach proposal, and give very useful recommendations that makes this process much easier. This saves a lor of
Tuture wok,

Dt Gabolde commented that the 3rd Call has the same number of proposals s the first
ED painted ot that 4 large number of proposals usaally 12 submitted dunng the last day of the Call,
D Gabolde asked about the success rate for the proposals?

ED expluined that the first Call was an exception because a large amount of money was initially available for
financing projects — the success rate then- 1/2 But now this success cate is only 1/18 ar 1/19; and he
considered this rate comparable 10 the success rate in the West and sall cather good,

Dy Bonght expressed his thought abour the fact that the Evaluating process is sull too long, but considersd
that 1/1% and belgw 15 sather reasonable. And the Baard would still continue to follow this rare.

Dy Gabolde explained that i the EU the rite s berween 1/0 — 1/8, and it is sall considered as a low level,
and underlined that the Proposal preparaton and review is 2 very expensive process. For this reason, it s very
mmportant o meroduce entens of evaluation, thus promoning an auro-evaluaton that seentsts could follow,
and undersiand wher they mest enteoa.

Dr. Bonght agreed with Mr. Gabelde's suggestion, and added that it is very impartant, even for unsuccessful
proposals. He drew compansons witl the National Science Foundation's expedence in the US.

ED remnforced a couple of key pomts, fiuse remnding that the whole scientific community i Uktaine 15
desperate and saenosts think that they have a real chance of workang on an STCU projeer.  The ED also
agreed with Dir. Barght and Dr. Gabolde suggestng that the Donor countries jointly should develap priores,
4 sugaesuon already advanced in the past. In this way, we could reduce the numbet of projects, 1aking 1o
account the pecubinnies of the country we are warking .

Dz, Janouch proposed to develop a well-defined set of criteria and to include these critesia in the
ANnoUnCement

Dr. Gambier emphasized that he 1s dealing with projects everyday, and rtheir success rate is low nat heciuse
projects are not goed enough. Iris low because not enouph money s available. This s the first element that
should nor be forgotten,

The second element - the critena nself. We believe that we ate in 4 learning process involang the Ukrainian
scientific community and western commumity, We need 1o nudge each other. Mr. Gambier wondered how long
it would take 1o define these criteria. One would have to understand who needs to be involved and how many
commuttees should meet in Brussels, Dr. Gambicr poinred out tharitis a long process and thar e 1s not sure
we are ready to solve this problem now. We need our industsies and collaborators to establish a nerwork on
research programs, We have the EU Program thar could be an excellent vehicle to try 1o help us,

Dr. Tor Larsson added that the lack of money is not the only reason why the success rate iz Jow; in his opinion,
a factor 15 that in wesrern countries costs are also prowing,

ED said that every opportumty was being used to present these statistics and to stress the average team-size
and the amount of money available 1o the scientfic communiry.

Dir. Gabolde, concerming available funds, added thar if Pardes do not huve enough money, paorities also may
change. He added as well that we are suffening from Jack of money and from the problem of gerting efficiency
out of the money.
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D Victor Bar'vakhear said that there are pnontes approved by the Parizment of Ukraine in the ficld of
Energy ]'.'-n::u-lu::1:::::1::11 and he understood that we need to have our ewn priomities, but an the other hand we have
fo meet as much a5 possible our goals o support soenusts, and in dong so we may somenmes have o
consider a project s a special case.

Dr. Bonght sugpested o further discass this issue over dinner.

Model Project Agreement. Dr. Janouch presented the model of the Project Agseement, which was
arculated several hmes previously ro the members of the Advisory Commirtee and Board, and was discussed
several nmes at previous Board meetings. Mr Janouch explatned that we started essennally from adopring the
Moscow Agreement and made some changes that we found necessary. Essenually in this agreement, we have
only one recipient of money, only one organization, and one project manager. Some small srybsue or edironal
remarks were alsojmade, taking into account the recent accession of the EU. The version hereby presented is
the one that the Advisory Commuttec agreed 1o be the one submitted to the Board far approval as effecave on
June 1, 1999, Dr. lanouch emphasized thar this 1s 4n extremely important document for the STCU This
Agreement has rwo Annexes: one — List of people, the milestones and two — divided into 5 parts (paets abye, d
and e — on intellecrual praperty). We are now using the texr for the latter Annes which was cdired by Mr.
Hightowes, but daes not include the EU poinr of view. Do Janouch's suggestion was 1o receive Board
approval making this Agreement effecuve of June 1, 1999, and to work further on small editorial things,
expecting to obtain comments from all members of the Advisory Committee later. Next week, or in two weeks,
there will be held 2 meetng berween US and Ewropean experts about pant E {intellecrual Properry), so probalily
then we could reach some final texr agreement for that part.

Dr. Gabolde said that as soon as the EL gers the ok from experts, than the dacument can be fully approved
very guickly _

Mr. Janouch emphiasized that this text is effective a5 of June 1, 1999, and conunued shead with Iis nexr 1Epor
to the Board

1998 Annual Report

The third Annual Report will be of zbour 87 pages. Last mmute small corrections were made today. The AR
will be printed around June 12-15 and then distabured. As the ED reported, it will be the thinnest and the
cheapest for content the STCU ever produced. Compiring costs, we have saved this vear about 32-40%. All
comments received at the Adwisory Commattee in Washington were incorporated. Some of the 1ables were
simplified.

Ukrainian funding commitments and VAT status, Dr. Borvs Atamanenko made his presentation,
starting by resteranng the Ukrainian Government obligations 10 provide the STCU wath a separate building,
VAT reimbursement, ete. D Ammanenkn considers thur all problems unsolved ar this dste are linked 1o the
vet uncompleted ranfication of the STCU Intemational Agresment. Ukraine is alsa nor fulfilbng complersy its
obliganons as a result of several economic problems, difficulnes, and often changing legislstion, Mr.
Amamanenko preseated a table companng the Uknunian Government contdbutions over the last 4 yedrs.

Mr. Murtha exphaned thar for 1999, the STCU orgnally reguested 550000 He. , bur because of the exchange
rate change, we actaally will need 600000Hr to cover our rent and security fees. The Ukrainian Gevernment
sent us only  290000H:

Dr. Atamanenko continued his report about the VAT Law of Ukmine from Decembier 1, 1998, and it's effsct
on the STCL. Dz Armancnko menooned letters sent 1o the Ukraintan Govemment, first one 10 President
Kuchma, then to M. Pustovoitenko |, bur without any fangible results. Ambassadors of the USA and Canada
have made several v:icmarches, sending their Naotes to the MEA. So far, theze have been no results, A meenng
was also held by Mr. Owsiacki with MFA represensanves. The information on VAT, rent, ete wis pregented,
The meeting was frairful, in the sense that all Ukrunian officials agreed thatall these issues can be sobved by
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obraining ranficapon of the Intemational Agreement establishing the STCU 1 Ukmaine. A Full ge1 of
documents for the Raofication process, thar the Mimsrer of Justice 1s now reviewmng, was already presented.

Mr. Shevisav, on Behall of the Secretary of the National Security and Defense Couneil, referred 1o M
Horbulin's attention to STCU activinities.. Mr. Shevisov informed us that Mr. Horhulin addressed o lener ro the
Cahiner of Ministers concerning the ourstanding tssucs related 1o the STCU, hopug 1o receive o result soon.
Cnnccming the Rattficanion process, Mr. Shevisov explained, thay wath the difficult cconomuc siruation in the
countey and the Presidential electoral Campaign, this wis not the easiest prood 1o salve the Ranficanon issue,
and to et g decision from the Ukeainian Patliament, bur confirmed the suppost of the National Seconnyand
Defense Counal.| Personally, and as the Directot of the Natonal Institute of Secunry, My Shevtsov offered
his support. '

Dr. Bonghr emphasized that the situation is very serious, and needs an urgent adminisiative salution.

D1 Gabolde also pomnted our that ir's really important to solve the problem, because oaly six months are lefr. [t
would be legally impossible 1o use any other maoney to pay for the tent in the vear 2000, and reinforced that we
have been placed i« posinon o accept that solution as only'a temporary soluton for this year it was & kind
of compronuse, but we are protected by an internanonal agreement and we cin not do it the same way next
vear, We can nor do something against the Agreement becavse our financial controller and pubtical bodies do
not agree. 50 cither the Uksanan Government has to fulfill iz obligation or we have 1o stop the Center's
acoviry.

Mz. Jim Noble added that it is absolutely incomprehensible for the financing parties 1o accept that Ukraine can
nar pay S200000 i exchange for receiving 525 mil. We can not explun it to anyone; but we understand the
problem that Mr. Shevtsov mentoned, and we ask for his help and Mr. Horbulin’s support.

Y2K Initiative. Dr. Frantisek Janouch reported that this project was introduced at the Washington Meenng
of the Advisory Commutiee in April. We were following the ISTC expenence i prepaning 2 projecr for
#ssisting 1n solving the Y2K problem in Russia. Coming back from Washmgion, the STCU investgared the
situanon here in Ukraine. Most of the people contacted are working for ENERGOATOM at the Suppottng
Insonute of Nodedr Power Stations, #s well az ar several other instrunons. 1t was clear that there is u preat
concern abour stmanon with Y2K in Ukraine, and that nothing had been done ver. Here in Ukraine, there wers
some letters sent from the Nuclear Regulatory Commission, indicating that Nuclear Power Stanons had 1o
show their readiness for the year 2000. A special Commussion was held involving several minisrers, set up by
President Kuchma The STCU has been thinking abiout what 1o de and what could be its role in this process
In 4 very close colliboranon with Ukeaintan specualizts, it was agreed that the Ukmainian team should Present.a
proposal which would ey 1o help 1o achieve V2K teadiness at Ukminian Muclear Power Plants.

The STCU responsibilitics were restacted. So the when the sestrictions of ares were considered, it was decided
to omient the propasal to Nuclear Safery. The STCU received the oniginal proposal from a group Jead by the
proposed Project Manager, Igor Klimenko, from the Nuclear Power Plants Supporting Instimte. This project
would cost several hundred thousand dollars. We thought it would be reasoaable if the STCU would keepa
tlose cve on momoang and having control of the finances, but of ¢ourse not working directly on the technical
part. Dunng preparation of the project, STCU tepresentatives met with different people and were visited and
encouraged very much by a group from the Department of Enesgy (USA) thar came to Ukmine with the same
mission, 1o see what will happen on 31.11.99, 23:59 and to help head off any problems. The Department of
Energy supported [this project as it was wtten, and provided the Center with rechnical adwice. Mast
encouraging was the fact that they are ready ro contobure several hundred thousand dollues, being already
prepaed 1o have a Y2K project in Russm, Ukraine and other new CIS counrries

The Department of Encrgy also confinmed, thacaf the STCU project would be appraved, they would send ue o
coordiaror that could assist in the monitonng process. We received un e-mail indicating thar this persan 15
ready to come and start 10 work with the Cenrer.

Thiz proposal was also agreed on and 1n'some part improved by Mr Libby from Vienna (Internanional Aromic
Enezgy Agency). After discussing this topic with the members of the Advisory Comumirtee, it was decided tha
this project is too lasge and that it would be adwsable to split 1t into several projects and to start each following
stage after the complenon of the previous one, These pages (see attached documents) show the smendment ro
the STCL Progect 001,
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The project for t1;1|: Irutial Stage 15 the lminal mventory, which, as we estimated, will he completed dudng
approximarely 2 sonths by the efforts of 430 persons from 13-17 institutions, Nuclear Power Stations etc
This project would require about $170000. '

The Stage 0001-5 follows— Selection and scanning rools {Department of Energy will finance the teiining
courses and purchasing), Afrer the tool’s selection, people will be trained within two weeks in the following
directions: liow 10 uze und how to opeeate these tools. And afrer the problems are idennfied, several separate
projects will be run for different power stations. Each of these projects should be concluded by a repart thar
has to be submutted 1o the Finaneing Parties. This report needs to be approved by the financing parties before
starting the next srape. In realiny, only 6 months are left 1o fulfll the entice program. Theeefare we can nor wait
tor a lang nme before approval of the contmer. Dr. Janouch suggested that this approval be done
electzanically,

Mr. im Noble agreed that it can be done:

Dir. Janouch added that the project has already started as far as irs preparatory phase. The sofrware has been
evaluated and a reans has been selected.

Dr. Bonght thanked Mr. Janouch for his report, and asked of Mr. Klimenko was the Projéet Manager for the
ather 5 projects, and added that the approval of each stage teporl must be done immediately. He also asked
what was the rotal Anancing requested for the second parts

Dir. Janouch answered that Mr Klimenko is the Project Manager for all the 5 projects.

Dr Gabalde said, that due to the piece of informarion we have now, the mventory stape already extsts and is
partally complered  Instead of saving: "the project that would develop inventon” we should say: “thac i
would complete inventory” He also agreed that we have very shart pesiod of ame 1o act.

D Janouch undedined thar he needs the support of the GB and the Advisory Committee. Mr. Klimenko was
chosen because he his access 1o all of the Nuclear Power Stations in Ukeaine that are working with the STCLL
He s very well connected in this area,

Dr Bar'vakhiar expressed support for D Janouch’s wotk,

Dt Borght expressed hus worrtes about responsibilines:

ED informed the Board that the Center has also delegared 2:3 persons from the staff for the Y2K project, and
remunded evervone that the Center still does nor have Ukrainian governmental permission for this work and
thar we should obrumn this concurrence. A draft of the previous version was presented. Work has to start ae

soon s the funding s available

Dir Basight expressed hus concern, because as presented, it sounds as if the STCU implements this project
iself,

The ED answered thar the Center is plaving just the parrof an admimistrator.

The deasion of the Board was, making & summary of all discussed, was: that the Y25 PrOfECt 15 0 Important
and urpent project. The STCU wall pesform the funcion as a funding source.

Mr. Murtha confirmed that the STCU is acting just asa funding autherity,

Dr Gabolde suggested how to share the participation during this first stage of the project: the Inventory could
be shared in the following way between Canada, USA and EU (10% / 45% / 45%), Training stage —shared
between the USA and EU (30% / 50%), Nuclear power plant stage — berween USA, EU and Canada (45% /

45% / 10%%), 10 anather scenano (withouwt Canada) = 30% / 50%.

Dr. Boright suggested that they approve 3 Board document to thart effect by the end of the day.
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Dz Jenouch pointed aut one practical question, encouraging the Parnes to start immediately o revigw the
contact, consdenng that the approval of 3 contract i usually a very lung procedure. 1n this case, this approvil
12 needed wathin @ couple of days after sending it put, This is condition #1 for the project to be smplemented
sucessiulh |

Dz Bonghr welcomed the Ambassador of Japan Mr. Kurokawa,
Adminisirative issues- Rent & lease situation. Marianna Carbe’ (sec attached report)

The Adwvisory Commurtee Members proposed 1o the Board that they 1ssue a joint statement to be addressed o
the Ukrmmuzn Government outhning their understanding of the ssues

Dr. Bonght proposed frst 1o complere the jomt statement discussed, proposing the draft decision documen:

Dr. Bar'vakhrar expressed his intention to sigm this decument and that he would like all donor coLnlry
Tepresentatives o sign i
It was decided by comman agreement that the document should be signed by all Pacties.

The ED recommended 1o address this Stairement as separate letters 1o the President, Pnme-Minister and
Muclear Secunry Council Chairman,

A discussion was held on whether or not 10 indicate the amaunt required from the Ukrainian Govesnment in
ordes o cover the Anancial obligations that Ukeaine has nor fufilled, and in which CUrTLnEy

Dir. Banght pointed out that it is impossible to predict in the future whar will be the hryvna to dollar sano.

Mananna Carbe’ mentioned that there are some doubts about whether our Landlords want 1o have the
Aymeement n heryos. Bue becavse of Ulraimian law, we bave 1o pay the amount due for renr in hoyvnia.

The ED emphasized that now the STCU has o Leage Contract expressed in dollars, and we are paving
according to the dellur equivalent He-also expressed his preference that the new ledse contract 1o be signied by
a Vkraiuan Governmental Representative,

Dir. Bonght asked for derails about how the payment process presently works,

The ED explained that the money flows direetly from Treasury 10 the Landlord and that it is impossible to ger
money for from 2-53 months; and even afrer this, we can not make 1 pavment because the Treasury does not
accept the contract the STCU sipned with the landlord. So there are many complications for the new lease. Tris
also very important to remember that this lease expires i vear's nme.

Dir. Boright said that the discussion acrually has become more frustraning than useful. He expressed his
pessanal concern, thinking thar we have not really achieved the result we wanted in the deaft Unfortunaely, he
pointed our that this 15 not just a queston of $30000, Dr. Boright proposed to complete the agenda and to
connnue discussiop m the afternoon

Dr. Gabolde considered the statement accepable, waneg that we should consider elosing down the Center if
the Agreement is not respecred. The EU i in 2 similar posigon, and would be unable 10 continue financing,
and Dh, Gabolde has to repart very quickly to the Commission,

The ED considered this as the nght tme to take immediate setton. Reminding evervone that the Presidental
election 15 comung very soon, his opinion is that these 1ssues should be resolved before that tme.

The discussion is postponed vnil the afteraoon

Dr. Banght propased o quickly move through the items that are hsted after lunch in the agenda and 10 make
sure that thosze not covered are discussed duting the execunve dinner in the Evering.




=y

The antendees prapesed ro change shightly the title of the next issue in:
“Presentation of new STCL sponsors and partmers and approval of madified sponsor guidelines”,

(The hist of Canadian Partness 1= attached 1n the Board binder)
All the Board members vored 1o approve the document presented,

Dr. Boright conclisded ther the Board upproves new sponsors and partness as presenred
MNext Agenda item is the Statement of the Japanese Ambassador (JA)

Mz, Kurakowa stapted his speech with some shart remarks and announced Japanese funding for new projects
#1575 - §180000, 862 - 5190000, He then connnued with few words on his own behalf, communicating that
he will soon leave Kyiv by the énd of July, and will be unable to be 4t the next GBM. The Ambassador
expressed his appreciation for Japan's participation within the framework of STCU activiries, Recognizing that
the current formula of participation of the Government of |apan 15 not sufficient, bur hoping 1n a more fruirful
cooperation in the future, Mr. Kurakows concluded his speech by thanking all those who were VELy
cooperative to the Embassy and to himself

Die. Bonght thanked Mr. Kurskowa for all his personal efforts supporing the STCU, and sad that all are
parnculasly pleased that Mr. Kurskows announced some funding here in his last meeting ar the GHM,

Dr Bonght made a fow shore cemarks about the nexe 3 topice on the agenda, considenng it as Board essential
routine, and suggested sunply to nare that Teem 3.3, 4, 5 have been addressed and will e presented in 4 wnrcen
Board Record Deaision. Not seeing any need to discuss these items, he moved to the Einancial Topies.

Banking Updare. John Mutha {5ce attached report)

Mr. Murtha expluned that Bankers House (the first STCU bank) is having 1’ sccounis frozen, us g result of
this the STCU opened new accounts 1 a second bank the *First Ukrinnian International Bank ™" In January,
aceounts were {rozen again and the Financial Department was net able to make payments. Also, the amount
of STCL moner in the Bank was restricred.

ED requested o go ahepd and make the duplicate payments ro the approximarely 800 sciennsts. The money
lost at tlis date 15 some Canadian funds and 2 few Swedish doliars as well, bur prnapally (904 of s TSA
money,

All agreed to make papments.
Dt Boright proposed 1o move 1o the Budget Update - Ttem 4.2
The statement on the STCU acriviry was presented by |. Murtha— 2 pages (sec arached report)

Dr. Bonght asked diendees if there were any comments or questions about the Budger,
(na snswer)

Alr, Murtha explained the ongoing 1998 Audir update, and that 2 final resulr has not ver been presented by the
auditors. The auditors have not ver finished their work, and are supposed to visit the STCU in early June.

CFO Starus. The ED informed the Board that Mr. Mustha would leave the Center in a couple of months and
added words in recogmnon of John Murtha's work, underbinmyg his significant contmbunon o the Center.
Unformanarely, Mr. Murtha had 1o face the most senows and difficult financial 1ssues the Center had to dea
with since 115 bemanng, The ED ok this opportunity to thank lum for his effors,

(Applayse)

John Murths said a,few words about his work at the STCU, which he considered us the most interesting
expenence of hus life.

Mr. Jun Naoble thanked Mlr. Murtha for has efforts.
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Die. Bar'vakhtar joined Mr, Noble in thanking Mr. Muorths
Die. Bonght opened the project approval and fanding porton of the meetng,

(Al the Project Coordinators mvited)

PROJECT APPROVAL AND FUNDING

The ED read out the approved new projects. Dr. Bonght moved to have the project funding approved. The
Board approved the moton by signing the table of funded projects.

-t the end of this round the Party representanves exchanged remarks related to project selection, funding and
telated acovities.

FINAL TOPICS

Dir. Bonght met:d discussion on the dare of the next Board of Governors Mectong, It was agreed by the
Board membiers that the 9th Board of Governors Meeang would be held on December 9th , 1999 with
location m the STCU premises in Kviv,

The record of dedisions of the Bth Board of Govemors Meetung was approved and signed by all Baard
members and noted as 2 pood way o repuladze decisions

The Press Ststement was arculated, and follosang minor changes, was approved by the Board for approprare
distriibunon.

Dr. Bonght then opened the meenng for concluding remarks.

Al Ermil Baran srared his appreciavon for the Execounve Dorecror’s strong management stvle and new
significant regulanties such as job descopoons, changes 1o salary, bonging transparency to the organization,
making new processes such as reconding of Board deaisions cleatly; etc and encouraped him to follow this
directon in future.

Dt. Bar'vakhrar undetlined the good work done.

M, hlichacel Bicd‘bﬁr‘f, on hehalf of the German presidency in the European Union, thanked the Board
members and parioipants for an inferesung and pood expedence.

Dr. Gabolde, on behalf of the EC executive body, confirmed the interest of the EC in participation in the
Board actvines and in cononwng its actvity through the STCLUL

The STCU Execuotive Director highlighted the tremendous work and support of the Centec's staff. He
welcomed Miss Mirtanna Carbe’ as Chief Admimsimnve Officer, and also thanked the STCU Secretarat for
the preparsnons for the Board.

Dir. Bonght expressed his sansfaction in the connnuing progress since the beginning of the STCU. He said
that the Center isin 2 pood posinon and has received real recogninon of s work, He underlined that the focus
should now be on maximizing the delivery of benefits to Ukzaine, Georgia and Uzbekistan, He closed the
meeting by thanking all the participants in the 8th Meeting of the Govemning Board.




