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MAR 11 371

Honorable J. Edgar Hoover, Director
Federal Bureau of Investigation

ALL FBEI INFORMATION CONTAINELD
HEREIN I3 UNCLASSIFIED
DATE 03-13-200% BY 60324 uc bav/rg

U. S. Dgpartment of Justice

Washington, D. C.

Dear Mr. Hoover:

Reference is made to FBI memo

Philadelphia,

20535

SECRET

UNITED STATES
ATOMIC ENERGY COMMISSION

WASHINGTON, D.C. 20545

71

randum dated February 3, 1971
Pennsylvania, concerning Drf‘ZalmanvM. Shapifo.
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I wish to express m

{Pennsylvania, FBI Office
jexpress my gratitude to

Enclosure:

L
fon March 4, 1971, in Reading,
A summary of the interview is

enclosed.

reciation for the courtesies extended to
by Special Agent of tha Rﬂading,
- I would appreciate it if you willl
Special Agent

Sincerely,
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Interview of

(Cy 1, Series A)//

Division of Security

75

fEC- 3p

This  matenal cohtains
nationat defense of the

meaning of the espionag

Secs. 793 and 798, the
of which in amy manner
is prohibited by ltaw.

pe DOE L

t

s, Title 18, U.SC.,
mission of fevelation
unauthorized person

$6LT ALD L
ien sapaggted ,

ass Tication)

b6
b7C



SECRET

ALL FBI INFORMATION CONTATNED
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Thiz do

N/

24}

-

e e fra
DATE 03-13-200% BY 60324 uc baw INTERVIEW OF y
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b6
b7cC
On March 4, 1971,

Kawec
in his office by

of the
Atomic Energy Commission, The interview wag for the}pd&page of
,clarifying his Statement tqo the FBI}] ﬂx‘;),‘z;é/is’
Joe 21
S 6 §SLY/
6)18/4%5
Stated that Dy, Shapiro came to KBI ag Corporate|vice
President about July 20, 1970. He Stated that this was |4 ew
Position cregteq by KBI.
!According to: Several weeks after he arrived (pr ably g)(a)ﬁ
[the first wee in ﬂx‘gust) Dr. Shapiro asked for , brigfi [ 3

«Shapiro brought

to the meeting,

Stated that before any discus

io

20 '4
with hinm l‘/l'/{')/f‘y
of the ;(,075 4

project rted, he checked the o €arance status of Dr. apiro and "/’,/15
Iﬁwith Vice President in chapgelos
|vtassification ang Security, He stated when informed
;'hirn that neither Dr. Shapiro nor :ﬂu—tl had amAEC ole ance for
IKBI work, he cancelled the meeting,
At sometime in January 1971 Dr. Shapirp ain ﬁ)(ajf“‘/b;;é
Contacted sked for 4 briefing ' P o/
project. reminded Dr, Shapiro that he could fot b[s‘bM
. - - . o -
discuss the Project since KBI had not yet received an AEC |aufthori - < /,5
zation to grant Dr. Shapiro access to thig information Dry $hapiro /19
Stated that he Still wanted to talk about the Project
advised that he did meet with Dr. Shapiro and discusged th ﬂ{roject
On an unclassifjeq basis, covering items sych as personnel rqquire-
ments and pProduction schedules,
—_lstated that Dr, Shapiro had not Tequested any ip )rlﬁation
G)@)f*v o other than on the two occafions
Yot 91’ NI IONET above . —He further adds that he had pno reason to |b@ilieve
5'9”5 iDr, Shal?iro h?d received any classified information concer in%sthis
.‘)':9"}1 | AEC Project since My, Lowry, President of KBI Industries, had pe~-
bei ’ [cifically informed the Prinecipal KBI management employees that
91,1/75 ,§Dr. Shapiro dig not have 4ppropriate AEC clearance ang shoul{d hot
be given access to project information
Th  meterial contains  information affecting the
national defense of the United S!a‘ s ;;thxz Stge
Excluded frgrfh automatic ngw;ssofa n;m?g:'smt::aztemzﬁz LI ew revetatic,
downgra of which in any manner to an aulorized pergon
declas . is prohibited by faw,
SME [#7= 2
o




According to the records of the Division of Security, A
as of early August 1970 ¢ ® AEC had not authorized KBI |go grant

Dr. Shapiro or access to classified AEC profedts. Although _
they had not been granted an AEC clear at the time foqy emp loyment b6
with KBI, both Dr. Shapiro ang 4“&&' held active EQ clearances b7C
for access to classifieg infornmtion in connection with ior employ-

rized

1C Headquarters,
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1 - M . B. Adams ‘ot
1 - M J. A. Mintz { Sexk Dee )‘.:’
| 1 - Mr. T. W. Leavitt -~
4 1 - b6 .
i 1 - b7C
v The Attorney General [NFORILTT O DU TATHED 4/22/76 NN
: oo 3Oy
. RO i \\\ N
g e X
i3 Director, FBI ; i
58 2
) Cine o o N
- I R 3
DR. ZALMAN MORDECAI SHAPIRO /loooy . ppe- of S-K!-RBé »
ATOMIC ENERGY ACT Date o fogiey 2/ JA ~/9??am3._-- N

L T,

As you have been previously advised, Senator.

o Howard Baker of the Joint Committee on Atomic Energy and
Mr. George Murphy, Executive Director of the Committee, g o
5 were orally briefed on March 19, 1976, in regard to the , LT
- FBI investigation into the activities of Shapiro and the ; SR
- Nuclear Material Equipment Corporation (NUMET), an Atonic A
Energy Commission subcontractor in Apollo, Pennsylvania
- By letter dated April 9, 1976, Mr. Murphy requested
Y the FBI furnish the Joint Committee any and all dotuments
e relating to Shapiro and other individuals associafed with
e the possible diversion of special nuclear material from the
y United States to a foreign govermment. Mr. Murphy indicated
e these files should include, but not be limited to, information
. . on alleged{intelligence activity concerning Shapiro or any of
- ‘3"”hiswassag1§ es8 or acquaintances who could be involved in
‘ intelligence or diversion of nuclear material activities on
behalf-#f a foreign government)
- On April 19, 1976, Nr. Murphy orally requested the
; above 1§{ormation be submitted immediately. Mr. Murphy was
3 advised that the FBI could furnish him with a memorandum
concerning Shapiro but that the release of copies of file N
., documents would have to be approved by thefﬁttorney General. ™
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The Attorney General

Consequently, the attached memorandum and copies
of pertinent file documents are being submitted to you for
review and determination concerning the release of this
memorandum and pertinent documents to George Murphy of
the Joint Committee on Atomic Energy.

This Bureau suggests you forward the attached
memorandum to Mr. Murphy but we are concerned about
releasing copies of investigative file documents to the
Joint Committee. This release of ocur documents has not
been done in the past and it is believed that if done in
this instance it will establish a precedent. The only
exceptions to this have been the documents provided the
Senate and House Intelligence Committees.

It is noted that the request for file copies of
FB1 documents were not received from the Chairman or from
members of the Joint Committee but from George Murphy the
Executive Director.

For the m:oxfmmm_tnmm%
ES) the attached documents

>

Enclosures
1 - The Deputy Attorney General (Enclosure)

1 - Assistant Attorney General
Office of Legislative Affairs (Enclosure)
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SEGRET

The Attorney General

NOTE:

I

| Consequently, Senator Baker

(c

and Mr. Murphy, upon their requests, were orally briefed of the
FBI investigations of Shapiro and NUMET.

—w

Mr. Murphy therefore has requested copies of FBI file documents
be furnished to the Committee. The Legal Counsel Division on
4/19/76, advised Mr. Murphy that a LHM concerning this material
would be furnished to him but the release of copies of file
documents would have to be approved by the Attorney General.

The attached memorandum and pertinent file documents
are therefore being furnished the Attorney General for his
review and appropriate action in accordance with instructions
of the Legal Counsel Division as set forth in their memorandum
to Mr. J. B. Adams, dated 4/19/76.

and one

The originaljof the LM is being furnished the Attornev

General with copies to the Deputy Attorney General and the
Assistant Attorney General-Legislative Affairs,
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EXEMPTED FROM AUTOMATIC
DECLASGEIFICATION
AUTHORITY DERIVED FROM:

FBI AUTCMATIC DECLASSIFICATION CUIDE , 1 - Mr. J. B, Adams

EXEMPTION CODE 25Mi{1,6) M 1 - Mr., J. A, Mintz

DATE 10-15-2008 . oo N
1 - Mr. T, ¥, Leavitt
]l - b6
1 - b7C

April 22, 1976

The Federsl Bureau of Investigation (FBI) has
conducted two investigations of Dr. Shapire. The first
investigation was prompted by the Atomic Energy Comsission
(ABC) advising this Buresu in 1965 that the Nuclear Materials
Equipment Corporation (NUMEC), am AEC subcoamtractor im Apolle,
Pepnsylvania, was negotisting with the Governmeat of Israel
to establish a joint company in Israsl to be known &8s Israeli
NUMEC Isotopes and Radiation Enterprises (ISORAD), Limited.
The firm was to engage in the irradiation of citrus fruit. A
Foreign Agents Registration Act investigation-was initiated to
determine if Shapiro was acting as an sgent of the lsraell
Government in the United States. During the course of this
investigation, Shapire was interviewed. He claimed his close
rei:timk&p with the Israeli Goverament was strictly a business
BALTEOY .

The results of this investigation were furnished to
the Justice Department. In September, 1966, the Justice Depart-
ment advised that the activities of Shapiro and NUMEC did not
£all under the purview of the Foreign Agents Registration Act.

In February, 1866, the AEC sdvised there were
indications that NUMEC was lax im the mmnagement of nuclear
aateriels. Since April, 1957, AEC had made extensive internal
tochnical checks at NUMEC and had reported the situation to the
Joint Committee on Atomic Energy (JCAE). The Joint Committee
was told by ASC on February 14, 1966, that im the absence of
evidence or suspicion of a viclation of the law, AEC had
determined that iangquiry by the FBI was not then warranted.
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Dr. Zalman Nordecai 3Shapiro

According to AEC, NUMEC roeceived 1,012 kilograms of
uranium-235 from AEC to process into fuel elements for nuclear
reactors for space propulsion. This subcontract was completed
on October 31, 1964, In April, 1965, an AEC inventory indicated
a2 loss, fixed by a later AEC check in November, 1965, at 61
kilograms valued at $764,000. In addition, a survey of the
plant’'s operations since 1957 revealed that NUMEC had experienced
a total cumulative loss on all AEC subcontracts of 178 kilogranms,
all but 61 of which AEC considered properly accounted for by
normal processing losses. AEC was unable to say unequivocally
that theft or diversion of the 61 kilograms had not taken place,
but AEC believed that NUMEC consistently underestimated its
processing losses and that the loss of the 61 kilograms charged
to the latest subcontract actually reported an accumulation of
losses over an 8-year period. AEC pointed out, however, that
because the NUMEC records system was nct then so set up, no
determination could be made as to when the various losses occurred
or whether material provided for the latest subcontract was used
knowingly or inadvertently, to offset losses on other coatracts.éir@

AEC advised that there would be no financial loes to
the Government as NUMEC had agreed to pay for the 61 kilograms.
In addition, NUMEC had developed a better system for controlling
nuclear materials and an improvement was also expected due to
NUMEC's hiring of a former AEC official. AEC advised, however,
that prior to making more penetrating checks into NUNEC's ‘d
operations, it was felt the FBI should be consulted to doternizié

gv:" "{ whether the FBI desired to assume investigation of the matter.

The FBI advised AEC on March 1, 1966, that the FBI had
given full comasideration to this matter and that under the circum-
stances presented by AEC, the FBI did not intend to assume any
investigative responsibility; however, it was requested that AEC
advise the FBI of any further developments coming to its attention
concerning this matter which would indicate there had been a
violation within FBI jurisdiction.
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Dr, Zalman Mordecai Shapiro
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The investigation., which included the use of sensitive
sources, dotermined that Shapiro had a very strong personal
syupathy for the Israeli cause. His immediate circle of friends
included a number of persons known to be active or ardent sympa~
thizers with the Israeli cause. Shapiro was a close personal
fyiend of David Lowenthal, a el,

(1T} @

(&) | David Lowenthal is the President of

v frequ i |

ychord Corporation In Apollo, Pennsylvania. Lowenthal is also
ap officer of Apollo Industries in Pittsburgh, & company which
was instrumental in establishing NUMEC through investment of a
substantial amount of money in NUMEC stock, investigation

also determined that Shapiro made a number visits to Israel

where he was treated with cons tion that exceeded what his
position would normally call for. _

Several sources advised that Shapiro felt so strongly
for the I eli cause that he seriocusly comsidered . gmigrating
to that country¥€iShapiro was active in fund raising and bond
drives and was a heavy contribu to activities on behalf
of Israel in the United States, w)
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Dr. Zalman Mordecai Shapiro

It was also established that Shapiro was acquainted
with Avrahan Hermoni, Scientific Attache of the Israeli Embassy
in Washington, D. C. On November 3, 1968, appareantly at the
request of Hermoni, Shapirc arranged a meeting at his home
which was attended by 11 United States scientific and technical
people, some of whom in the past have been associated with the
ABC program. During this meeting Hermoni apparently requested

. that each of the individuals undertake certain information
‘gatheripg assigoments on bebalf of Israel, Further investigation

was unable to determine whether any of the information requested
or subsequently passed by any of those individuals involved
classified information. Hermoni was assigned to the Israell
Ministry of Defepse and specifically assigned weapon production
reaponsibility;?§§§

In September, 1963, Colonel Avrabam Eylonie, a senior
official of Israel's Military Intelligence Service, was in the
United States and had several aeeti?éggwith Shapiro in Apollo,

Pennsylvania, and Washington, D, C,

181
(3)
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i |Shapirc resigned his positiopn as President of NUMEC in
une, 70. In January, 1972, Shapiro was employed as the

Assistapt in Charge of the Breeder Reactor Division, AEC,

Westinghouse Electric Corporation, Momnroeville, Pennsylvania.

He held no security clggraggg and Q%d fft Ef”f acfggg tg
y ter dated Apr 5 he Department
3}533%{*3% gﬁ;fi%alfﬁat based on the results at'thy rﬁx investigation

conducted to date, the facts of the matter were not such as to
warrant action against Shapiro.

/
PPROVED:
- s Dir.__/}”’%/ gxotm/ff.fs‘yﬂ ......... Laboratory
-------- - Altairs. L Ve,
g:p' :g Adm....... Gen. Inv...____ P’eaia‘s(‘.:ounh_ ------
P. AD In .. Mdent. - & Evall/ .
Best Dir: AT Rec. Mgmt..._.

Inspection,.
e ’%if’;/f@p Spec. Inv......... -




Re: Dr. Zalman Mordecai Shapiro

Employment

Mr. Shapiro held numerous part-time jobs between
the years of 1937 and 1941. Beginning in June, 1942, and
ending in June, 1946, Mr. Shapiro was employed as a
research associate at Johm Hopkins University. From June,
1946, through February, 1948, he was a Junior Instructor
at the University. From August, 1948, to February, 19489,
when he applied for his clearance, he was employed as an
engineer at Westinghouse Electrical Corporation, Pittsburgh,
Pennsylvania.

Marital Status

b6

“1. Shapiro is married to the former b7cC

Interviews

Dr. Walter Patrick, Chemistry Department, Johns
Hopkins University, advised in 1949 that he had known
Mr. Shapiro for about six years and that the applicant
had studied and conducted research work directly under
him for about two years prior to 1948. Dr. Patrick
considered Mr. Shapiro to be an excellent chemist and
well-mannered, of excellent moral stability and throughly
reliable. He stated that the applicant was a loyal American
citizen and is anti-communist. He stated Mr. Shapiro's
political views agreed with many of the opinions expressed
by the progressive citizens of America as opposed to the
views of the more conservative political parties.
Dr. Patrick advised that Mr. Shapiro could be trusted with
confidential data. He stated that Mr. Shapiro had performed
valuable work on a.confidential research project during the
war and had done an excellent job.

Dr. Richard Evans, Catalyst Research Corporation,
Falls Road, Maryland, advised in 1949 that he had worked
with Mr. Shapiro on a confidential research project for the
governmment at Johm Hopkins University from July, 1942, until



Re: Dr. Zalman Mordecai Shapiro

July, 1946. Dr. Evans stated he had trusted Mr. Shapiro
with the most confidential data. Dr. Evans believed

Mr. Shapiro to be entirely loyal and trustworthy and stated
Mr. Shapiro associated with persons of reputable character
at the University. Dr. Evans recommended Mr. Shapiro most
highly for a position of trust and responsikility.

Eighteen additional persons, consisting of neighbors,
references, professional associates and social acquaintances
were interviewed. They commented favorably concerning his
character, loyalty, reputation, associates and morals.

They recommended him for a position of trust and confidence
with the U. 8. Govermment.

Those persons acquainted with his close relatives
described them as reputable and loyal individuals.

Close Rglatives

Mr. Shapiro's parents, Abraham and Minnie, were
born in Poland and became citizens of the United States.
In 1949, Abraham Shapiro was deceased. In addition to his
wife mentioned previously, Mr. Shapiro, in 1949, had a sister, ©be6
Zipparah 8hapiro, | | b7C

Credit and Arrest Checks

Information was received from appropriate credit
reporting agencies indicating their files contained either
no record or no additional pertinent information concerning
Mr. Shapiro.

Information was received from appropriate law
- enforcement agencies indicating their files contained no
information concerning Mr. Shapiro or his close relatives.



Re: Dr. Zalman Mordecai Shapiro

Miscellaneous

In filling out the personal security questionnaire
in 1949, Mr. Shapiro indicated that he was a member of the
Independent Citizens Committee of the Arts, Sciences and
Professionals from 1946 to 1947. It is noted that the
"Guidelines to Subversive Organizations and Publications”
prepared and released by the Congressional Committee on
Un-American Activities in May, 1931, cited the Independent
Citizens Committee of the Arts, Sciences and Professionals
as a communist front organization.

On August 10, 1953, an Atomic Energy Act employee
re-investigation of Shapiro was instituted at the request
of the Atomic Energy Commission. This investigation was
to bring the original applicant investigation up to date.
The results of this investigation are as follows:

Emglozgeﬁt

Mr. Shapiro began employment at the Atomic Power
Division of the Westinghouse Electrical Corporation at
West Mifflin, Pennsylvania, on March 1, 1949, and as of
October, 1953, he was still employed there. He had
previously been employed at the Westinghouse Research
Laboratories, Pittsburgh, Pennsylvania.

Interviews

Nine persons, consisting of neighbors, professional
associates, acquaintances and references were interviewed.
These individuals recommended Mr. Shapiro highly for any
position of trust. 1In general, they advised that Mr. Shapiro
and his wife were of excellent character and reputation and
they knew of no questionable associates or associations and
believed Mr. Shapiro to be a loyal American. One individual
commented that Mr. Shapiro was not the type to have anything
to do with communism or subversive organizations.



Re: Dr. Zalman Mordecai Shapiro

Credit and Arrest Checks

Information was received from appropriate credit
reporting and law enforcement agencies that indicated there
was no derogatory information contained in their files in
regard to Mr. Shapiro.

NOTE:

Origiial and one copy were furnished to the
Attormey General, one copy to the Deputy Attorney General
and one copy to the Assistant Attorney General, Office of
Legislative Affairs. ‘

APPROVED:
Assoc. Dire o

Laboratory..__._...
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1 - Mr, 4. B. aps
1 - Mr. J. A, nftz
1l - Mr. F. C. h
1 - Mr. T. W, ayitt
1 - b6
1 - bicC
April EH, 1976
DR. ZALMAN HORDECAP/SHAPIBO Su o g ,

ATOMIC ENERGY ACT APPLICANT

t]

Mr. Shapiro had applied to the Atomic E
Commission for a security clearance on the basis
contemplated employment as a Research Engineer at

house Electrical Corporation, Pittsburgh, Pennsyl‘ ia
The investigation of Shapiro revealed the
following:
Birth and Citizenshig
Mr. Shapiro was born on May 12, 1920, ing QPnton,
Qpio, and is a United States citizen.
Education
‘ Mr. Shapiro attended Johm:;Hopkins Universi Y,
Baltimore, Maryland, beginning on September 22, 1938{ as a
candidate for an AB Degree. He received his degr n
Y June 2, 1942. He re-entered the University as a grafluate
Q% J] student in the chemistry department on October 18, |1p43. He
received his MA Degree in chemistry November 5, 1945| He
% continued at the University as a graduate student @n received
e o1 his Ph.D in chemistry on June 8, 1948.
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- Mr. J. B. Adams

+ - Mr, J, 4. Mintz
1 - Ml‘. B . Fehl
The Attorney General 27, 1976
@ 1 - Mro ﬂq . LeaVitt
DR, ZALMAN MORDECAI E%%gg;o 14
ATOMIC ENERGY ACT APBLICANT 1-
b6
b7C
/ Enmmrmmrmﬂomm
Mr. George Murphy, Emtnmncwroitheaoint
:{?xe W,Au:mmrmmﬁ&t Fede
vestigation Atomic K ct Applicant investigation
of Dr. Shapiro in 1949 and 1953,
Please advise this Bureaw if you furnish
raadum to Mr, Murphy,
Enclosure
1 - The Deputy Attorney General (Eaclosure)
1 - Assistant : g
Office of AN
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\ NOTE: REC-62 I/ /A4
At a meeting on 4/23/76, between the Director and -
the Attorney General, it was decided that the enclosed LHM| bg sub-
mitted to George Murphy of the Joint Committee,
: Murphy had requested the FBI investigative fegorts @ |
FBI applicant investigation of Shapiro conducfedin® - S
. It was diegidei® at the above-mentioned meeting that
comp.'syst.  in lieu of FBI investigative reports, the summary memora would
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Date:
Transmit the following in —
(Type in plaintext or code) |
|
Via |
(Precedence) |
|

3 ><

X

WFO IS CONTINUING ITS COMCENTRATED FILE REVIEW AND WILL

CONTINUE TO INTENSIFY ITS IHWVESTIGATION IN THIS MATTER.

Approved: Sent 'M Per
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On May 3, 1976, ROBERT E. THARP, Deputy Director

of Safeguards and Security, Energy Research and Development
ished the following information to[E;:::::::]

who had identified themselves

to THARP as Special Agents of the Federal Bureau of Investigation
(FBI):

The Nuclear Materials and Equipment Corporation
(NUMEC) was founded by ZALMAN MORDECAI SHAPIRO at a time
when the Atomic Energy Commisslon (AEC) was attempting to
interest industry in the manufacture of nuclear fuel rods.
As part of the inducement to manufacturers, the AEC excerclsed
very little control over the handling of materlal and over
physical security. There was no resident on-site inspection
or audit and what inspections and audits were conducted were
conducted infrequently. In addition to NUMEC there were a
number of other manufacturers under contract to the AEC for
the production of nuclear fuel rods, but most of the other
firms held only one contract at a time. NUMEC was possibly
the only firm at that time to have a series of overlapping
contracts spanning several vears. In each contract of the
NUMEC type let by the AEC there was a provision that the
manufacturer must return 100% of the material provided by
the government. Loss of material is inherent in the production
of the U~-235 used in the fabrication of the nuclear fuel rod
ard at the time a bid is made orn the contract the manufacturer
1s aware of financial penalties imposed for any loss of
material. Presumably, loss of material and the consequent
financial penalty exacted was taken into account in the
bidding. When the average contracter completed his contract,
the material not lost in production was returned to the AEC
and the contractor paid for any loss of materizl. It was
the opinion of AEC that in the case of NUMEC, because that
corporation held a seriles of overlapping contracts, it would
have been possible for the firm, when completing one contract,
to return to the AEC the full amount of material called for
by the contract. This could have been accomplished by
borrowing material from the following and overlapping contract.
It is felt by AEC that this was apparently done over a serles
of contracts and over a span of years. In any event, when

Interviewed on at File #
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NUMEC completed its final contrazct 1% had no follow-on contract:
materizl to borrow from and NUMEC had to admi%t to a2 seriocus
shortages of material which it paid for un der the terms of

the last contract. THARP was unaware as 4c whether NUMEQ

may have retburned 100% of the matﬁrial ori 2all but the last
contract: whether it may have paid for only minimal losses

or just how the loss discoversd at the corclusion of the

final contract was accrued.

SHAPIRO was interviswed by representatives of tha
AEC concerning the lost materizal but hs made no admiassion
to indicate that he was juerline materizl from one con tracv
to another. He merely attributed the lods to the fact that
the loss .contained iIn the waste matserial had bsen undar-

estimated. He had to concede that the loss had to have occurrsd

ovar a numbar of contracts and,could not have been ztitributed
solely to his finzl contract %

THARP advised that SHAPIRO actually developed thsa
procezgs used by industry for the manufacturs of ruclear
fuel and is of the opinion tha%t wher AEC conducted an
examinatioa of NUMEC's performance it was found that the
gshortage of material experlsnced by NUMEC over the years and

over the span of 1ts coniracts was more or less 1n line with
that sxperienced by othar manufacturers under contract to
AEC at that Ltims.

THARP cousiders thst no divarsion of material %ook
place becauss SHAPIRD could not have zccomplished 1t zlone.
THARP fesls that a successful diversion of mazterizl would
have reouired a2 conspilracy of censiderabls magnitude extending
through a number of desvartmeants of NUMEC.

THARP disgnlaved to the 1“ﬁurv>cwinw Apents five \
boxes of material which he siabed con wlsty oridmarily of the

bl
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complete ARC investigatlon of NUMEC with supporting documents.
He roted that much of the material in the five boxes was of

a highly tachnical nature and said that Agents mav require
the assistance of a man trajged in the fileld of nuclear fuel
for its full understanding%}gi

THARP noted that a personnsl and security file
maintained on SHAPIRO is now in possession of the Congressional
Joint Committee on Atomic Enerey. ¢ will be made avallable
for review upon i%s return

THARP continued that he has also recently furnished
to the White House two black looss leaf books containing an
overall unclassified summarv and fact shaet invelving the
gltuation regarding NUMEC. Also contained in this material
are thirty-three letters through which the AEC reported on
the matt to the Congressional Joint Committae on Atomic
Energy.qggiso furnished to the White House by THARP wers
three re overed books containing a summary survey repor:
of AEC interviews with former and current employees of
NUMEC;[a rasport on all overseszs shipments of U-235 and a
copy ol the SHAPIRO interview conducted in August of 1960
by a representative of the Division of Security and the
General Counsel Office of AFRC };5

THARP also noted that there were twe General
Accounting Office reports made on thes "NUMEC mattar'. In
the presence of interviewing Apents. THARP inttiated Inquiries
with the followoilng offices of ERDA for the purpose of
determiniang what, if anv, files are availablse through those
offices concerning the NUMEC mattér:Qqs

Office of Internal Review and Audit, Office of
the General Counsel, Office of the Controller and thes
Contracts Division.

On May U4, 1976, recontact was made with Mr. THARP
at which time the following was detsrminad. He has not had
a full response from incuiries initiated by him the previous
day directed at locating additional files relating to NUMEC,
possibly held by ERDA. However, certain additionazl files
have been located and he spacifically noted that all contracts
executed betwesn the AFEC and NUYMEC are in the possession of
ERDA. They have been located and will be made available
for review. -

i
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On May 7, 1976, THOMAS JAMES HAYCOCK, JR., Assistant
Director for Information Support, Division of Safeguards and
Security, Energy Research and Development Agency (ERDA),
advised as follows:

He 1s familiar with the investigation of Nuclear
Material and Equipment Corporation (NUMEC) conducted by the
Atomic Energy Commission (AEC) in the 1960s, although he was
not a member of the AEC staff conducting the investigation.
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visit the Israeli ‘reactor at Dimona; Israel. ¢?7

At that time he was glven a tour of the facility,
including a tour of the building under construction next to
the reactor itself. | |
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o .. On arriving back in the United St followine
his tour of Dimond e wrote a trip report
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As regards NUMEC, it is his feeling that NUMEC's
losses of U-235 compared favorably with U-235 losgses from
other facilities Involved in the same type of work at the
same time.

In support of this contention he provided the two
documents from ERDA files showing losses of U-235 suffered
by NUMEC and other privately owned companies from 1957-1966
and 1966-1968 which are attached.
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_ |was contacted at
Edison Company, 4 Irving Place, New York,
was employed as an Executive Assistant to
the Board to Consolidated Edison. At the
interview SA | advised

the Consolidated
New York, where he
the Chairman of
outset of the
that he was belng

b6
b7C

interviewed in conjungb¥ion with a directive to the FBI from
the Attorney General

urthermore,
was cautioned that this was an extremely sensitive

investigation, and that it should be treated with utmost

confidentiality. [:%:%::]furnished the following information:

advised he was employed as a Special Agent
of the Federal Bureau of Investigation (FBI) from January, 1950,
to August, 1956. Upon leaving the FBI, he immediately
commenced employment wlth the United States Senate in the
Joint Committee on Atomic Energy (JCAE). In 1962 he became
a Staff Director for JCAE, and he remained with the JCAE
until October, 1968.

stated that durlng his service as Executive
Director of the JCAE he was aware of the loss of an unrecalled
quantity of U-235 from the Apollo, Pennsylvania, plant of
NUMEC (Nuclear Materials and Equipment Corporation). He
belleved this matter came to hils attention in the normal course
of business with the Atomic Energy Commission (AEC) who had
a statutory obligation to keep the JCAE fully iInformed on
security and accountability problems. recalled that
upon recelilpt of this notification, he promptly dispatched
several of his people on the JCAE to check out the situation
at NUMEC, which wag then headed by Dr. ZALMAN SHAPIRO. He
emphasized that at that time the JCAE was extremely interested
in any type of accountabillty problem, and thls was an area

in which they were
identified
of JCAE, as one of

followinge zgﬁy closely wilth the AEC.
the present Staff Director

the men he sent to NUMEC at the time of

In addition, he beslieved| |and

the reported loss.
| |partici%ated 1n this investigation by the JCAE.

He advised that was currently a Deputy on the JCAE

iterviewed on D/10/T6 . New York, New York fie # WFO 117-273
SAs hnd
jst 5/13/76
by Dote dictated
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staff, and[::;:::]was working as a consultant to Representative
FRANK HORTON from New York, Further., he furnishedl b6

home address as b7C

recalled that[___  |doggedly pursued the
investigation at NUMEC because he had strong feelings there
could be a diversion involved. However, at no tims did

furnish him anything to hang his hat on. He remarked that if
there would have been the slightest evidence of a diversion

he would have pushed for a vigorous investigation. Also, he
reported that at the time of the JCAE probe, the AEC Safepuards
Group was luspecting SHAPIRO's operation regarding licensing
arrangements because NUMEC was then dealinpg in government
materials. He was unable to recall the specific nature of
these contracts but was aware they were United States Navy
contracts calling for the fabrication of nuclear fuel elements.
He added that a residue loss 1s inherent in an operation of this
nature, and there 1s always a dispute on the Normal Operating
Logs (NOL) figures attributed to such a process.

[:::::]remembered there was an inabllity to account
for this loss at NUMEC, but no hard evidence surfaced which
pointed to any diversion. In this regard, he stated he had
no first-hand knowledpe of the situation at NUMEC; however,
he was very interested in it at the time. He personally
suspected that the loss at NUMEC involved a "kiting" operation
rather than an actual thaft, but he did not have facts %o
support this. With respect to the "kiting", he pointed out
that NUMEC was involved in a number of overlapping contracts;
consequently, any shortages could be made up by receliving
cradit for material he did not use in connection with another
contract. The only way this loss could filnally be pinned
down: would bea to shut down the plant completely and conduct
a thorough cleanup.

Additionally, [ Jadvised he was casually
aquainted with Dr. ZALMAN SHAPIRO, and his last personal
meeting with him occurred approximately one week ago. This
meeting was in connection with an organization known as
Americans for Energy Independence (AEI) for which SHAPIRO is
a primary fund raiser. He stated SHAPIRO's current employer,
the Westinpghouse Electric Corporation, assipgned SHAPIRO to
thils position.
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KENNETH R. CHAPMAN, Director, Office of Nuclear
Material Safety and Safeguards, Nuclear Regulatory Commission
(NRC), Suite 10718, 7735 0ld Georgetown Road, Bethesda,
Maryland, furnished the following information:

He retired as a Major General from the Unilted
States Alr Force and jolned NRC about one year ago. He
stated that he possessed no independent Information concerning
ZALMAN MORDECAI SHAPIRO or the Nuclear Materials and Equipment

Corporation (NUMEC) of Apollo, Pennsylvania.

5

NUMEC. Present at Thls briefing had been the five NRC
Commissioners, as well as BENJAMIN HUBER, Director, Office
of Policy Evaluation, NRC, and CARL H. BUILDER, Director,
Division of Safeguards, NRC. Informatlion was furnished at
the briefing concerning an alleged "tie-in" between NUMEC and
foreign nationals and the possibility of a diversion having
occurred in connection with reported losses of U-235 at the

NUMEC plan?:]%sq
]

s
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HAROLD D. THORNBURG, Acting Deputy, Director, Office
of Inspection and Enforcement, Nuclear Regulatory Commission
(NRC), Room 321-C, 4350 East West Highway, Bethesda, Maryland,
furnished the following information:

From 1960 to 1963, he served as a Reactor Inspector
at the Atomic Energy Commission (AEC) Headquarters, Germantown,
Maryland.

From 1963 to 1971, he served as a Senior Reactor
Inspector for AEC Region 3, Glen Ellyn, Illinois.

From 1971 %o the present, he served at AEC
Headquarters and NRC Headquarters.

He stated he had never been briefed and possessed
no personal or independent information concerning ZALMAN
MORDECAT SHAPIRO and the Nuclear Materials and Equipment
Corporation (NUMEC) of Apollo, Pennsylvania.

Interviewed on 5/11/76 o?_Bﬁ_thﬂs_d_a_’_Manxland File #mﬂ 11 ?—973
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Safeguards, Nuclear Regulatory Commis
Georgetown Road, Bethesda, Maryland,
information:

He commenced employment for
Commission (AEC) in 1955 at Oak Ridge
the period from 1962 to 1967, he had
Enforcement Branch of the Division of
Relations., which was a part of the Re
AEC, at AEC Headquarters, Germantown,
perlo he had read the regilts of AE

loss [gf about 100 kilogram
i and Equipment Corporation

5/14/76

Date of transcription

RALPH G. PAGE, Deputy Director, Division of

sion (NRC), 7735 0ld
furnished the following

the Atomic Energy

, Tennessee. During
been Chief of the
State and Licensee

gulatory Or nization of

Maryland. [ During thils
¢ reports reporting the

of U-235 by the Nuclear Materlals
UMEC), Apollo, Pennsylvanla, in

l 1965, as well as reports of AEC investigations concerning

this loss and other losses by NUMEC.
had no safeguards to protect agalin

Prior to 1965, AEC
such losses, except for

AEC Manual Chapter requirements in contracts. He stated

that AEC investigations had developed
losses involved an actual theft or di
Further, subsequent continuing losses
firms using the NUMEC plant, &as well

for the nuclear operations being cond

techniques in recgvering y-235 from s
similar problequﬂ

PAGE stated he possessed no
information concerning ZALMAN MORDECA

results.

no evidence that NUMEC
version of U-235.

by NUMEC and succeeding

as losses suffered by

the Nuclear Fuel Services plant in FErwin, Tennessee, have
indicated that the losses were possibly due to the unigueness
of these %two plants. Nelther plant was originalff designed

ucted therel/and both

are conducting similar operations using gaseous diffuslon

crap which also involve

Do\ prdof bbb blefbs™ S66T &Yy ¢17/S

personal or independent
T SHAPIRO or NUMEC which
would offer evidence to contradict earlier AEC investigative
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Executive Director, Joint
Committee on Atomlc Energy (JCAE), was interviewed his

and | | whe had identified themselves

as SAs of the Federal Bureau of Investigation (FBI).

proceeded to relate the background and a
brief history of the "SHAPRIO-NUMEC" case from about November,
1965, on as he knew it from information provided him or the
JCAE by the Atomic Energy Commission (AEC) in 1966 and from
information set out in a 1967 General Accounting Office (GAO)
report on that subject, and he referred the interviewlng
agents to pertinent AEC and GAO reports for further detailed
information.

suggested that the following individuals
employed by the AEC in the mid 1960s be contacted for further
ossgible Information of relev

dvised further that neilther he nor
anyone on the JCAE staff had conducted prior independent
investigations in the SHAPIRO-~-NUMEC matter. He relterated
that all information known to him came from AEC or GAO reports
or from the above-mentloned AEC officilals. He indicated he
had no current information to provide the FBI to asslst 1t
in its current inguiry.

gstated further that he had no concrete
evidence which would indicate any possible diverslon of any
nuclear materlals from NUMEC or any other facility. With
reference to the possibility that there might have been
interference from any source whatsoever which might have
influenced or limited prior investigations in the SHAPIRO-
NUMEC case,[___ |replied that "he had no specific knowledge
or even basls for speculation concerning any possible curtail-
ment of the previous investigation conducted concerning NUMEC.
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ot

5/14/76

Date of transcription

| |was contacted at the Health
and Safety Laboratory (HASL), Energy Research and Development bl
Administration (ERDA), 376 Hudson Street, New York, New York, b6

where he 1s employed as Director of HASL.] | >7¢
T |
. Dot
1 ;::b“dgb
A0
s
atlts | X

(ch |
|
|
o X}
; interviewed on 5/13/76 at New YOI‘k. New York File # WFO 117"‘272
| SAs
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advised he did not maks a reﬁofﬁ of
this matter to the Rtomic Energy Commission (AEC) Headquarters
in Washiangton, and did not recelve any instructlons or
pressuras to do so. He pemembered this matter did come to

1 the attention of their Chief of Szeurity at HASL then, HARRY

i WALSH, during the normal course of business. He pelinved

+his notification £o0 WALSH actually resultbed when WALSH

‘ reviswed the visltor logs and desired to know the nature of

; this visit, which 1s a routine inquiry. | advised

% iEﬁ pe did noi paergonally consult WALSH ropardine thig mati
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Also, | | related that he was not

SHAPTIRO ., who 18 assoc

iated with NUMEC.

. acquainted
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as appalled over what he felt was the superficizlity of the
AEC Investipation with repard to NUMEC and SHAPIRO. He
speclfically noted the followins items hs considered to be
waaknagses in the ARC offoré:

HUMEC was believed to be in a wesokened Pinancial
position, yat was able to pav about 3800,009 o the AR for
legt uranium. It was rerorted that the above was posslbls
through a bank loan but insofar as Mr. CONNOR has been able
to determine, no effort was made to verify the axistence of
a2 bank loan.

Mr. CONNOR felt that the ARC interview of SHAPIRD

to ask a larpge number of loglcal auestions.

was not of & penetrating nature and that AEC ﬁ‘fici&ls failed

S\

Failure to explore SHAPTRO's eontnces with DAVID

LOWENTEAL |

puzzled M= uunn-,l\x.ﬁ} @!‘, ’ g

Y. CONNOR did not understand tha ready acesptance

by AEC that significant records and material may have been
destroyed in a vault firs at NUMEC,

He considered that the ARC's continued accentance of

NUMEC's sloppy procedures micht be msrely a slaring example

of besaurocratic incompetence, but he 1 puzzled as to why thsa

investipative effort directesd zt SHAPIRO and NUMEC seemed
suddenly to come to a ston.
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Much backeground information obtainsd from intervisws

noted in this report has been reported in the Administrative

Background portion of the cover page inasmuch as this type

informetion is not of thes nature normally revorted utilizing
the FD-302 form.
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In addition to information in FD-302, on May 11,
1976, HAROLD D. THORNBURG, Acting Deputy Director, Office
of Inspection and Enforcament, Nuclear Regulatory Commission
(NRC), advised that JOHN A. HIND, Chisf of the Safeguards
Branch, NRC Region 3, 799 Roosevelt Road, Glen Ellyn, Illinois,
had formerly besn employed by Atomic Ensrgy Commission at
Oak Ridge, Tennessee, and had been involved in the inspections
of the NUMEC plant in the past. Further, | |

|Energy Research and Development Adminlstration

(ERDA), telephone number [ | had conducted investigations
at NUMEC in the past relative to unexplained losses by the
plant of U-235. | | who is currently
employed by ERDA at Brookhaven National Laboratories, Upton,
New York, teleohonz number L also had indicated

to THORNBURG that he had been Involved in previous AFC inouiries
at NUMEC. » & health physicist currertly st ths
Albuquerques Operations Office of ERDA, had indicated in the
past that he had been interested in possible health hazards

at NUMEC and had commented that he had been involved in an.
inspection at NUMEC during which he had spent most of an

entire night sitting 1n the rain at the NUMEC plant while
attempting to discover any wrongdoing there. | |
Division of Safeguards, NRC, is currently conductlng inguiries
on behalf of NRC concerning the NUMEC plant.

THORNBURG expressed the ovinion that current
techniques employed by ERDA and NRC would rsadily diffaerentiate
between plutonium poisoning and poisoning resulting from
overexposure to U-235. He added that urine and feces specimans
from parsons suffering from poisoning from U-235 would show
a low beta reading while olutonium poisoning would show a
high gamma reading, as well as an Americium content. He
concluded that U-235 polsoning should be readily detectable
from any other %type radiztion poisoning.

THORNBURG also informed that NRC considers U-235
enriched to 20 percent higher to be classified as weapon
grade; although NRC and ERDA usually strive for 93 to 97 ver-
cent. Further, U-235 bevond 20N percent reoculres very little
additional treatmsnt to be incornorated into an actual or
operation atomic bomb.“X}Qéb
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In addition to informa*tion in FD-302, on May 11,
wwelast 1976, KEMNETH R. CHAPMAN, Dirsctor, Office of Nuclear Materizl
.3 Safetv and Safepusrds, Nuclear Regulatory Commission (NRC),

P advised that one of tha best-qualified persons at NRC to

‘d:;5 furnish information coricerning SHAPIRO and NUMEC was RALPH G.

a3 PAGE, Dsputyv Diractor, Division of Safspuards, NRC, who had

sue 8 been involved with the revorts of investigatlorn conducted by

65W”jg the Atomic Enerey Commission concerning SHAPIRO and NUMEC.

W72/ 1 He also advised that |
both with Energy Research and Development Administration
(ERDA) have ar intersst in and should be knowladpgssble
corcernine the NUMEC plant.

ke A SNy i it
.
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On May 11, 1976, RALPH G. PAGE, Deputy Director,
Diviglon of Safeguards, Nuelear Regulstory Commission (NRC),

furnished ths ing informatlon to SAs| |and
in additlon to that reported on FD-302.

In connection with the reported loss (MUF) of about
100 kilosrams of U 23) by ths Nuclear Materisls and Fouipment
Corporation (NUMEC) which was discovered by the Atomic Enerey
Commission (AEC) in 1965, AEC investization subsequentlv
determinsd this leoss to be about A0 kiloerams and 4o have
occurred over a six-ysar period from about 1959 4o 196€5.
Prior to 1965, AEC had not required NUMEC to make a complete
physical Inventory of U-235. In late 1965 or 10Ff6. AEC gent
a task force headed by Dr. SAMUEL C. T. MC DOWELL %o conduct
an inquiry into NUMEC operatlons. This task fores submitied
a report in 1966 to Dr. GLEN SEABORG, Chairman of AEC and
based upon récommendaﬁions arising from the task force report,
AEC established in 1967 the Office of Safscuards and Mat wri%ls

b6
b7C

Management and a new leisjo* of Nueclear Safeguards, with ajEXJT\

view to preventing futurs losses such asz occurred a% NU“”C(r

As relatesd by PAGE, DOUGLAS GEORGF was the head of
the AEC Division of Nuclesar Materials Manapement in 1965 and
would be knowlsdgeable councerming NUMEC, GEORGE is presently
a Vice President of a private firm, Nuclear Surveillance and
Auditlag Corporation (NUSAC), in %he Washingbon, D.C. (¥WDC),
aresz.

A%t thig same f£ime in 1065, JOHN VINCIOGERRA (phonetic).

was AEC Assistant Gensral Manarer for Administration and
should be knowledpgeable concerning NUMEC. He 1g retired fronm
AEC and 1s a Vice President of an unknown firm in Jopnlin,
Missouri.

The followling other persons were zlso at ARC in
1965 and should be knowledsezble concerning the NUVEC matter:

HAROLD PRICE, former AEC Dirsctor of Reculatiors.
CHRISTOPHER HENDERSON,. former AEC Assistant Director

of Regulatlons, who 1s now retired, residing on ths Eastern
Shors of Maryvland.
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EBER R, PRICE, formar ARC Chiaf of State and
Licenses Relations. who is ratirsd in the WDC area ard
Involved with an Episcoral Church on Massachusetts Avenue
in WDC.

WILLIAM T. RILEY, former ARC Dirscior of Securityv,
who was rumored to have been terminatsd ai AEC for borrowing
money from AEC subordinates in order to gamble on horseracing.

PAUL GAUCHRAN, former Director of Sacurity at ARC,
who succesded RILEY and who retired and is currently a
consultant to the Joint Committes on Atomlc Ensrgy (JCAR).

former member of ARC Task Forecs b6
which dinsnected NUMEC under MC DOWRLL. following the »ic

NUMEC inspection went to work for NUMEC as head of its
Accountability Section and he i3 currentlv employed by the
Internationzl Atomic Energy Agencv Secratariat in Vienna,
Augtrisz.

| who was formerly emrloved with
the Nuclear Fuel Services in West Valley, New York, and later
in 196f or 1967 by ARC in the Division of Nuclear Materials
Safeguards. He 1s currently employved as a Viecs President
for the E. R. Johnson Associates, a nrivate firm in the WDC
area, which is a competitor of NUSAC.

| formarly AEC insvector from the

Oak Ridgs Operations Office who was believed 4o have participated
in NUMEC inspsctions and who is believed to be currently
asslienad to the Oak Ridge Operations Office of Energy Research
and Development Administration (ERDA), 0Osk Ridge, Tennesgee.

CHARLES A. KELLER, an AEC Assistant to [ Jat
the Oak Ridge Operations 0ffice, who 1s now retirad, vossibly
in Oak Ridge, Tennsssee.

_ | former AEC inspector with Chicargo
Operations Office of ASC and who is currently assiened to the
ERDA Chicaro Opesrations Offics.
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JOHN MARSH, Counselor to tha Presgident, and WILLIAM
HYLAND, Devuty Assistent to the President for National S=acurilty
Affairs, both advised that both the Joint Congressional
Commlttee on Atomic Energy and Representatlvs JOHN DINGELIL of
the Environmentzl Study Conferencsz have shown an intersst
in the NUMEC matter. MARSH 1s certaln that DINGELL may
suspact diversilon of the materizl iInvolved., lnasmuch as he
has statsd that he feels the full story has not coma out.
MARSH supgestad that BRENT SCOWCROFPT, tha President's Netional

Security Advisor, and | |of the U.S.
Arms Control and Disarmament Agency, may have something to bé
offer resarding Instant matter. HYLAND sugpested that[:::] b7C

of the National Security Council Staff may havse
information regardine NUMEC.
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GEORGE MURPHY was interviewed in his office, Room
H 403, in the Capitol on May 13, 1976, for over an hour
during which time he provided no substan*lve information and
the names of only four individuals at the Atomic Energy
Commission (AEC) to be contacted for information, names already
recognized by WFO as individuals to be contacted in this
matter. After attempts to determine the reason for his
committea's renewed Interest in this case, MURPHY finally ard
apparently reluctantly responded by saving that for such
information the interviewing agents would have to contacs
JOHN MINT? at FBI Headquarters. When asked whether the
committee was in possession of any information whatsosver
which would be of assistances to the Bureau in its current
investigatiorni, he again referred the agents to MINTZ for such
data. H2 declined to discuss the current state and the derree
and the nature of the Committes's interest at this time.

Of possible interest 1s a reference made by MURPHY

to an oninion render=d by the Department of Justice on March
3, 1966, to the effect that the circumstances sugeesting a

Dossible conflict of interast on the part of | b1
his emplovment bv NUMEC did not warrant furthesr inonivvl be

p7C
ﬁﬁe added that thera2 is no one on the
M e sta ow who is knowledgeable in the matter in

question. MURPHY said the matter 1s being held quite close
on the staff, and he prided himself in the fact that his
commitvee and staff have had an ocutstanding record for
maintaining necessary security.
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LEADS

WASHINGTON FIELD

(2) Will revort results of additional interviews
conducted on a continuing basis, proceeding in a manner to
prevent unnscessary contacts which have no logical bearing
in this matter.

(3) Will closely coordinate all activities with
FBIHQ. '
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Date of transcription 5/25/76

On May 17, 1976, CHARLES D. BRENNAN, 487 North
Owen Street, Alexandria, Virginia, a former Assistant
Director of deral Bureau of stipation (FBI), was b6
advised by and who had bic
i{dentified themselves as Special Agents of the FBI, that
he was being interviewed regarding his possible knowledge of
prior FBI investigations concerning Dr. ZALMAN MORDECAT
SHAPTRO and his firm, Nuclear Materials and Equipment
Corporation (NUMEC) in Apollo, Pennsylvania, in connection
with an investigation requested by the Attorney General.

BRENNAN stated at the outset that he does not
remember or recall any such case from his FBI investigative
and administratlve experience. He surmised that another
possible reason for the contact with him might be his recent
connection with the Mitre Corporation of Mc Lean, Virginia,
for which firm he was under contract until 1ast fall for the
preparation of a research study on possible threats to
nuclear facilitiles (Mitre Technical Report - MIR 7022 -
dated September, 1975. and entitled "The Threat to Licensed
Nuclear Facilities." @

BRENNAN related that during the period of the above
contract, he became acquainted with| of the Nuclear
Regulatory Commission (NRC) in Bethesda, Maryland, who had
been assigned as ject monitor for the above-referred-
to study. It wasi who, according to BRENNAN, in
connection with his dutles at NRC in the fall of 1975,
related that he recognized certain exploitable loopholes in
the NRC security system. According to BRENNAN,
based on his past experience within the Atomlc Energy
Commission (AEC) and on his current awareness of recognized
opposition to the above-mentioned research study, for
example, and other similar opposition, expressed grave

| concern that there had been a deliberate cover up by the AEC é;q
) of a major incident several years S 2
| A s sae. od Analla  Penngvlvanis.

bt this tIme | [ SIS0 reTerrew—vu—mes

r»ult%d Tosses YAvolving a nuclear faciliby in Erwin, Tennessee. bl ——
A
5“‘6“6tervi9we:ﬁ on 5/17/76 at Alexaﬂdria 3 Va. File # WFO 117"27?
SAs and b6
HWS:jst 5/20/76 b7C
by Date dictated —
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BRENNAN said this was the first time he became awars of g
"NUMEC preblem."

bl

N
; N YN
BRENNAN stated further that in March, 197§,
told him that he was in touch with GEORCE MURPHY and &an
agsistant on the JCAE staff. BRENNAN said he also arrangad

for| lta X with one of Senator BAXER's aldes, one
| Shortly after Easter of 1976, BRENNAN

racelved g om Senator BAKER, who wondsred whether he
should s=ae personally. BRENNAN said he suggested
that, since he was not cartain| had anything valid %o

offer, Senator BAKER's staff hendle any conkact with[ ]

BRENNAN commented that [ | who sesmed very
sincere in his concern about thes existencs of g tremendous
danger to this country, was an unknown quantity to him.

BRENNAN coneluded by sugeesting that|
at the Energy Research and Devselopment Administration in
Germantown, Maryland, be conbtacted for further information
on Dr. SHAPIRO, NUMEC, and related matters.

X

bl
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Date of transcription

DAN J. BRENNAN, JR., Retlired, was contacted at
his residence, 505 Brooklyn Boulevard, Sea Girt, New Jersey.
At the outset of the iInterview, BRENNAN was advised by
! SA | |this inquiry involved possible illegal igc
collaboration by a Doctor ZALMAN SHAPIRO, who was assoclated
with NUMEC (Nuclear Materials and Equipment Corporation),
(UJWml&ithwthewlsraalimGev&rnmentminwehatwccunﬁry*swnuciearww”W”W
weapons program.| Further, BRENNAN was informed this matter
was extremely sénslitlve and should be treated wlith the utmgst

confidentiality. He furnished the followlng information

BRENNAN advised he was & former Special Agent wlth
the Federal Bureau of Investigation (FBI). He retired from
the FBI during January, 1973. From approximately 1962
until 1971, he served at FBI Headquarters, Washington, D.C.
(WDC), as a Section Chief in the Liaison Section. In this
pogition he collected written reports from Spscial Agents
who had the responsibility of maintzlnlng regular contact
(C) -~ with assorted government agencles reparding matters of interest
“\ ,to the FBT. -] b1

(Ch

IIB Upon recelipt of
reports from employees llke PAPICH and FITZGERALD, he would
channel the ianformation to the particular section which had
the Investigative responsibility for the vieclation in
question.

Regarding his reported handling of documents from
PAPICH dealing with Dr. SHAPIRO and NUMEC, BRENNAN stated
he did not recall any information concerning SHAPIRO or
NUMEC. He advised hls administrative duties involved 2
volumlnous guantity of paperwork, thereby making it
impossible to become personally acquainted with every case
that passed across hils desk.

Furthermore, BRENNAN reported he was not familiar
with al | and he was vaguely famlliar wilth b6
a | however, he was unable to attach any b7C
significance tol |

Interviewed on 5/19/76 at Sea Girt a Ne'w Jersev File # “’FO 117“27?
SAs

GCW:Jst 5/21/76

by Date dictated

This document contains neither recommendations nor conclusions of the FBI. it is the property of the FBI and is loaned to your agency;
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Date of transcription 5/25/76

On May 18, 1976, | Safeguards
Analyst, Safeguards Divisiom, Nuclear Regulatory Commission
(NRC), Bethesds. Marviand, was advised by SDﬁfial Agents
(SAs) | | anda after they had
ldentifTeqd themselves as SAs of %The Federal Bureau of
Investigation (FBI), that the Attorney General (AG) of the
United States (US) had specifically requested the FBI to
conduct an investigation into the matter of the unexplained
losses at a compbany called Nuclear Materials and Equipment
Corporation (NUMEC), Apollo, Pennsylvania, and a man named
ZALMAN SHAPIRO. The FBT was Instructed to determine if, in
fagt, a diversion of material had taken place during the
1960s.

advised that he has worked for the Atomic
Energy Comm;ss;on (AEC) since 1970. He has been with NRC
since September, 1975. About elght months ago he came across
the NUMEC situation during a safeguards study for the NRC.

bic

b6

b1
b6
b7cC

Previously,| had been detailed by the NRC to help on
ALt the Mitre Technical Report, published by the Mitre Corporation
s;",,w in September, 1975.
(8]
{C)
- ‘jX:
! [;::::]advised that he has no specific information
~_ypertaining to any details as to any possible diversion of
‘| special nuclear materlals (SNM) at NUMEC. ?g_dgas_nnﬁ_knnmﬁ
anyone who might possess this infarmation.
Vigr - V.
-
Interviewed on 5/18/76 at BetheSda” Maryland File #N'E‘O 117—273
SAs and
AES:jst 5/21/76
by Date dictated
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[:::::]advised that the percentages of unaccountable
SNM have increased, althoush the controls supposedly have beszn
tightened by the Government. He advised that one really b6
cannot definitely tell from the records avallable whare the b7C
control over SNV 1s weak, allowing for a diversion.
feels that s diversion has taken place and may be still taking
§ place inasmuch as the unaccountable SNM 1s larger now than
i in the past. This may be due to poor oprocedures, but
since he has tried to focus on the lssue at NRC and has
encountered opposition to his suggestions to solve the
, problems of unaccountabiliiy, hs feels that someoneé is trying
i to keep information supprassed. Also, since SNM can be sold
for a high price, thare may bs more than vpolitical motives
involved, if a diversion had occurred and may currently bs
going on at NUMEC, and for that matter at other facilities
gsuch as the Nuclear Fuel Servieces (NFS), Erwin, Tennessee.

At the present time, the Safesuards Division of
NRC provides control over ths 3SNM so it can be accounted for
and not divertsd. Thers is an accounting every 60 days at
various facilities. Although the system ls much tightzr with
more repgulstions and controls, the 103f:if fiill greater on
a percentage basis than in the past. | advised that he
has had %technical experisnce in the past, and has worked in
other areas with SNM, and not just safeguards. He feels that
the currsnt standards allow for too wide a margin of error

S$46ef SN rndy $Zs Vs

NS as it 1s. not counting the unexplained lossas.

N In his opinion, unidentified individuals have been

N using the system for thsir pesrsonal gains by diverting material
b~ on an ongoling basis.

In the past when there has been a substantial
unexplainad loss of SNM and after Inspections by NRC, the
Director of the Reglonal Office, NRC, has signed the report.
in fact writing off the loss. without any penalty to the
licensed company lnvolved.

L7 2 /.s’//f

He stated that one report that can be obitzined
from NRC for background information, that includes some of
the 10608’ losses at NUMEC, is the "Overview Study of Existlnag
Safeguards Regulations," dated April 16, 1976, as the first
draft. The final draft is dated April 29, 1976. In addition,
& report numbersd S/HO - 75, pertaluning to the compilation of
materiazl and sccounting data of SNM, may bs of Interest.
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When there was too much unexplained loss or "MUFY,
there was and is no effectivs action being taken to keeap
this from happening again. He stated that there have been
excessive MUFs at NFS and NUMEC, as licensed companies, of
SNM on an ongoing basis for years. He also advised %hat
also ERDA's accounting procedures have reflected very bad
logsses at thelr facilities,

feals that U-235 can be traced back +o the
facility which has processed 1t, based on the isotonic
differences.

He feszls that the followinpg areas should bes looked
into for any possible supprassion of information for any
motive: (1) Inspectors on thes site; (2) Individuals on
the Reglonal Levels with decision-making potential: and
(3) thz matter of thoss who control MUF, and weapons
design informatilon. If these areas are investigated,
then ong may be able to determine if there was a systematic
diverslon. He added that aspects of a classifisd nature
would have to be cleared with RAY BRADY, Chief of Security,
NRC before[::::::]falt that he could go into specifics.

| advised that he is alse working with| | oL

NRC, with relationship to current problems at NRC. |

can also be helpful in $his matter.
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1

On May 24, 1976 | Security Officer, ©6©
Lawrence Livermore Laboratory (LLL), Livermore, California, b7C
W d of the identities of the contacting agents.

was advised that contact was being made in
conjunction with an investigation requested by the Attorney
General of the United States pertaining to vossible diversion
of nuclear materials from Huclear Materials and Equipment

Corporation (NUMEC), Apollo, Pennsylvania ime ZALMAN
SHAPIRO was in charge of that company. was
cautioned that this investigation was of & nlghly sensitive
nature.

| advised that he 1s a former Special
Agent (SA) of the Federal Bureau of Investigation (FBI).

htated that at the present time there
ars about 1.5 million classified documents at LLL, located
in about 100 different locations. However, there were less
documents at LLL during the early 1960s. He was not sure of
the location of charge out for the files used in the 1960s.

made available the following from the
personal file of | |

Dates of employment at LLL:
Extended military leave:

Date of birth:
Place of birth:

Height: grov
Weight: 180 pounds
Hair: Brown
Eyes: Gray

On July 13, 1959, went to Rocketron to discuss

Mwh“,FN ion rocketry. He worked on %he "Rover" project pertaining
y}. to the slow nuclear reaction that fueled rockets. This

¢S project proved to be successful. Dr. THEODORE MERKLE was
"",!g»D".{ his immediate supervisor who died in the mid 1960s BQ’@ @7
5t
ﬂq[l’ Livsrmore,
Interviewed on 5/214/76 C&liforﬁia File # WFO 117""273
SAS brid b6
AES:jst 5/27/76 b7cC
by Date dictated
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lerally chanmed his nams from[ ]

in 1957.

At the time he
a PhD in
of his

Dr.

Dr.

Harvar

Dr.

Hc”Vde UnivsPQi*v,

was hired, hs was
nuclear physics and was in
class at Harvard University.

expaciting to
the upvsr 10
His reforencss

NORMAN RAMSEY, Profegsor, Harvard University

J. C. STREET, Cha!
. University

rman, Physics Devartmant,

W. PRESTON, Direcior, Cvelatron Laboratery,

mbr:dge, Massachusetts

X

~ —
On May 20, 1068 @ Atemic Enerpy Commission (ARC)
eXprasgad an interest ir 8incs hs had lef% the United
Stataes for Israsl and had cheo cnead his name to . Sincs
THEODORE MEPKLE was dsceassd at that time, the ittas
on Atomic Ensrgy interviewsad MERKLE's ﬂssista“v~

results of theage inouiries were not netaed in
filsa,

addsd that he had no per
or of NUMEC operzhions.

nal knowledges

b6
b7C

b6
b7C
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N Vey 24, 1270

Tawranc. Livarmora Taborea
meds availabls Lhe follow

Nams

I
Pogition:

<

Employmeat:

Ty g PopaN. e - TT
Tuncvion Gw .‘.JLJI: .

,l Seeurity Officer,
Califorunie

~ory (LLL), LIVarmor+,
inp fil-g:

Assigbant o the
LLL,
Dipector, Nevada
1L, and part of
Divigion of LLL.
Top Sszerst O,
o Mey,

Livermors, O

1051, work:=d av

Dopuky Direchor.
alifornia
Tegd Site,

tha 7Y

with clzaraic: raverifiad

Juns 2, 1948
Netobsr, 1952,
clwaranc:

2sbruary. 1948, &
at LLL.
April, 1043,
ia militeary.
Mgy, 1951, Yo Oct
racall=a.

Octobzr, 1952,

4o prasent,

o Nay,

o January. 1945,

1952,

ob=ar,

LLL.

za from Berialay,
Califorvia

185 pounds

Pluw

Tarine-r for

e
ard TEsLVIND

™~
p-is

mang

cement

b7C
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Employasd at LLL:

o)
IS4
..

WdiﬁhL:
T, 2 .
Hair:

Tiited Status Army:

Fducation:

Marri«d:

TAP SEEREE_

Moppiaed

pyivh four sons

MAY EARL
.

february

Novambhear

135 poun
Brown

Gray

19474 %o

HARRIS

5. 1948, %o pregunt

ds

1942

Yachanical

1st wifwe, PATRICIA FELDVAN
HARRIS

2rd wifa, RUTH HAUVER

3rd wif=, 1963, NAOMI SYITH

HARRIS

Travsl: 1066 and 19263 trevellsd in
BEurops. TIun Tel Aviv D=csmber O,
1958, through Dacamber 12, 19€8

Funcitiorn: Special Mat=rizls procur-snent
—-—--’\\K Trom othir comnanisg
A Y.
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5/26/76

Date of transcription

1

(51
e On May 24, 1976, | | Assistant to
)Nﬁthe Deputy Director, Lawrence Tivermore Lavoratory (LLL),

[Livermore, i working as Director, Nevada Test bl
Site, LLL, as advised by[ | b6
[who 1dentified themselves as Speclal b»7cC
Agents (SAs) of the Federal Bureau of Investigation (FBI),
that the interview was in regard to his possible knowledge
of one Dr. ZALMAN MORDECAI SHAPIRO, and his firm, Nuclear
Materials and Equipment Corporation (NUMEC) in Apollo,
Pennsylvania, pursuant to an investigation of a highly

sensitive nature requested by the Attorney General of the
United States.

From memory,[:;::;:;lrecalled that NUMEC had v
s with LLL from abou 62 and 1965. At that time, oo
| recalled, NUMEC was was working under contract ’
with TLL and was dealing in plutonium (P 23 The whole
matter of dealing with NUMEC was a “mess”. only

met SHAPIRO once when he came to the laboratory at Livermore,
and was accompanied by one MAX HARRIS, of LLL. Other material
may have been contracted, but HEEEEEEEﬁas not sure, since
several years have passed, and had no recall pertaining
to other materilal.

When it came time to terminate working relationships
with NUMEC over the P 238 contract, there were questions about
how to handle the contaminated equipment and material loss.
Since the difference of material lost and amount of contaminated
equipment noted by NUMEC seemed to be more than that expected
by LLL, one| lof LLL went to NUMEC to determine
how bad the clean-up was going to be. | |determined that
the problem was not as bad as NUMEC had indicated from the

ries of proposals suggested by NUMEC to resolve the problem.
remembered a figure of $130,000 that reflected the
estimate of material and equipment in que tion that could be

accounted for by loss and contamination. Qgﬂ

‘ found that equipment NUMEC clalmed to be
contaminated, was in fact, not contaminated, nor had it been
used. [The material processed at that tlme was for the LLL ( ?
"Pluto" reactor, and there was qulte a discrepancy in the&;

A

ierviewed on D/ 28/T6 . Livermore, California File # WFO 117273
SAs hd

AES:ist 5/26/76 b6

by Date dictated biC
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balance of material at the time of the proposed termination
of the contract. MAX HARRIS m have detailed information
pertaining o this discrepancy.

b1

(5]
A A
At the staff meectings and seminars, new ideas
were dlscussed and | was in atiendance at these
conferences. These meetings gave him the cpportunity to
have "access" to information pertaining te the manufacture
of nuclear weapons.
Continuing from memory , | lrecalied being in
Washineton. D.C.. and had discussed with Fhes GBS 8
| |had and [ ] departure to ISTarT
conducted an investigation partaining to |l b parently
could no% establish exactly what kind of acces ad /rL [N
8
MAX HARRIS. whq wopks=d orn the "Pluto” projzct,
should also know
zo el W0 ANGY ) pvot on, chys
Juacczy,?/ 67/~
i SW‘ |
\ % 2%

-

b6
b7c

bl

b6
b7C
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B | |advised he d1d not now SHAPTRO very well.
but the ons mz he met him, he obtaiaed the oplnion that

SHAPIRO could not be trusted. His pargonality gave
this fesling.

b6
ﬁb7§l
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Date of transcription

1

On May 24, 1976, MAX EARL HARRIS, Mechanlcal
Engineer, Lawrence LivermOﬁg Laboratory (LLL), Livermore, be
California, was advised by | -
who identified themselves as Specilal Agents (S5AS)
of the Federal Bureau of Investigation (FBI), that the
interview was with reference to a hlghly sensitive investigation
being conducted on request of the Attorney General of the
United States.

HARRIS advised that he has been aware of the problems
LLL has had with Nuclear Materials and Equipment Corporation
(NUMEC) for years. LLL commercial purchasing people had
problems with NUMEC because the costs during the contract
work had accelerated beyond the normal expected range. Besides
Plutonium, NUMEC also handled Uranium (U-235). HARRIS
recslled that at one time 20 grams of speclal nuclear material
(SNM) from NUMEC was located at the Coors facility, for no
explained reason. This type of incident was frequent and
caused problems of accountability. HARRIS saild that he would
make avallable a copy of his file pertailning to dealings
with NUMEC end reported unaccountable losses of SNM.

[ Oak Ridge National Laboratories,
who 1s in charge of the light water reactor and in charge of
the U-235 facility, may know more about NUMEC's problems
of accountability than anyone else, since he has dealings
with NUMEC.

Because of the continuing problems with NUMEC,
HARRIS decided to keep a file on NUMEC actlvities with LLL,
which contain both direct and indirect information pertalning
to separate incidents.

I @%E{ARHS advised that he did not remember |
e and could not place him as an LLL employee ix (u)
suePs 4 TPIuto" projec HARRIS added that he once met ZALMAN £ 1
wq/,g’ SHAPTRO when SHAPTIRO visited the LLL, but did not have personal
contact with SHAPIRO to the extent that would be congsldered
a personal acquaintance.

Interviewed on 5/2"‘/76 at LiVGI‘mOI‘e - California File # WFO 117“'273
SAH nd

AES:Jst 5/27/76 be

by Date dictated b7cC
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1
On May 24, 1976, | | Lawrence b6
Livermore Laboratory (LLL), Livermore, California, after bcC

being advised of the identity of the interviewing agents,

was advlised that the Attorney General of the United States

had requested an investigation into the possible diversion

of nuclear material by an East Coast firm, and in conjunction

wlth thig.investigation some background

at LLL. [He stated that he remembered
bachds  on the "Fruto" project during the early 1960s '
Lwilosy vwas a heavy-set individual with dark featur&s. Te was Dest
F*J’é described as a loner. He worked for an individual named
ot formerly with LLL. | |worked on a nuclear

' . reactor project for nuclear powered missiles.

ole/ts probably worked very little with highly classified material 73
SbeFse nce he was also working on some more advanced concepts $ @)

along with the "Pluto” projegjzr Nevertheless, some LLL

’ 7’”%%’em loyees did get involved in weapons research activity.

| stated that he cannot recall if| personally
had access to weapons information. | |did calculations
and paper work that was sent to the computer center where
weapons material was processed. ‘

Iwas a very religlous individual. He
ﬁ?if]a canter at the Synagogue in San Francisco, Californis.
oW

lived in San Francisco proper and drove back and forth
ork each day. This was quite a task then, since there
was no four-lane highway ing the early 1960sg.

| |had a friend, who might know
more about| iactivihies at that time.

Weapon documents used by LLL at that time, during
the ear 8 went into storage during 1966 and 1967.
used to work with the documents and may know
where the records pertalning to document charge outs are
located.

| |apparent1y moved to Washington, D.C.,
and may be employed by a company known as "IDA."

Interviewed on___ 9 /2U/T6 — Livermore, California . , WFO 117-273
SAs gnd
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The attach d pertains to the 1nvest1gat10n
involving possible. diversion of nuc

materials fto the Israeli Governme t e
1960's by 3 U.S. firm (NUMEC) operated by
Zalman Shapiro. The case was reopened on

the orders of the Attorney General. Leaxu)
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0a Mayv 1b, 1976, SA

with JOHN MARTIN. Aeting Duaputy Chisf,

Qzction, Criminel Division, U.S. Dupartmant

Internol

in conitackh
Saeurity

wEas

ko D

of Justics,

waghington. D.C.. who mada aveailabls for roviaw those

Departmental files (4wo in number) persaini
MORDLCAT SHAPIRO and the Nuclear Metarials and

s

ne to Dr. ZALMAN
Eaquipmsnd

Corporation (WUMEC) . Thoss fi1ea contalnzd 1ptradeparimantal

memoranda, Federal Buraau of Invastigation
reports, and official corraspondane:s primaril

the Atomic Energy Cemmission.

(FRI) investieative
vy to and from

No commuaication was ohsarvad which specifically
to be takan in the
FRI's 1968 incuiry in the SEAPTRO-NUIEC matter.

qualifi=d the invashigative direction

-

Mor was

Yo s 3 e

he

fhers. obssrved & CODV of reparked corrasnand

and She then Attoruay Tetoral . RAMSEY CLARE, suppos=dly
e a earlyv Aoril, 1963, It should b= noted

raferencs to tha latter, MARTIN advigad that he
a search to b2 mads Lhrough any RAMSEY CLARK correspondencs
g+4111 maintain=d by the Department of Justics.
wes carrizd out without locating the corr=spondencs la aqus “ion.

accordias to MARTIN.
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