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' sUMMARY. AS mEFTEL NOTES, THE SHAW APREARS TD BE
%Mﬁ@EA&?NFLv uNgaAPPY AND IRRITATED CVER THE :‘RRESENT "IMPASSE IN
DUR REacHING AGREEMENT ON NUGLEAR CGORERATION AND ITS PROLONGA=
TION CARRIES THE THREAT OF POTSONING OTHER ASPEETS OF UaS,.-
TRAN RFLAT?Ghaﬁ NEGDTIATIONS ‘§pEM 70 BE 5TALLtD ON TWO

I88UES: (3} tHE aMOUNT OF ENRIEHED URANIUM SLPPLIED BY THE
UNITED STATES WutCH MAY BE STERED IN IRAN; AND (2) THE RIGHT
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OF IRAN Te REFRECESS US SUPPLIED FUEL WITHOUY PRIOR uS
APPROVAL . For REaSONS DESCRIBeEp BELOW, WE DO NOT BELIEVE IT
I8 EALTSTIC 70 E¥PECT THAT IRay WILL ALTER .I95 POSITION ON
THESE 185UEs .sUpsTaNTIALLY, HWE ARE THUS CONFRONTED WITH.
THE OPTION 0F ConTNUING THE - IWpASSE THROUGH INSISTENCE ..
ON HOLDING Yo -OuR -OWN POSITION OR ATTEMPTING U0 ACCOMMDe
DATE I8N :oN THEsg QUESTONS: Mg RECOMMEND THAT WE TAKE

THE LATTER €gURss OF ACTION By GRANTING IRAN THE RIGHT

Y0 STORE WITHIN 778 TERRITORY ‘ENRIGHED URANIUFR T0 WwicH'

¥7 MAY BE ENTITLED BY CONTRACY WITH QR INVESTMERT IN Us
ABENCIES OR coMEANIES, PURTHER, WE ‘SUGGEST THAT HWE

ABANDON THE (gNGEPT OF A REGIgNAL REPROCESSING PLANT IN
TRAN AND INSTEAD ASSURE THE By '0F s PARTICIFATION 'IN A
BINATIONAL REPREeESSING 'BLANT UNDER MUTUALLY. BGREEABLE
SEFEGUARDE. FINaiLy, WE WAGE THAT CONSIDERATION BE GIVEN
To A HigH LEVEL APPROACH TO THE SHAH BY 4 SENLOR AMERICAN
CTENTIsT=A0MInISYRATOR TG EXPLAIN IN LAYMANDS LANGUAGE

THE VEBY REAL DANBES, NOTABLY | ONGeLIVED PLUTUNIUR -
POISONING, 9F A wWUCLEAR PUEL RgPROCESSING FACLLITY. END
SUMMARY

2 3§17 7% CLEAR THAT THE US AND IRAN ARE AT AN .IMPASSE.
OVER REACHING AGREEMENT 10N NUgUEAR .CODPERATIECN, THERE .18
No qUEsTIEN eyl gHat IRN 1S LogKING FOR . INITIATIVES ‘FROM
THE Usg @IWw@ 37 HWAg DECLINED ¥p SIGN OUR DRART ABREEMENT
9F MAY $978, gR 70 SUGBEST ALTERNATIVE LANGUABE. BECAUSE
TRAN HAS &gga SyueCesSFUL IN UBTAINING NUCLEAR MATERIALS
AND TEcHHoLogy BLSEWHERE -ON TErMS THAT DO NOT 60 BEvQND
178 UNDERTARINGs UNDER THE NON-PROLIFERATION TREATY AND
£78 ASSOCTATION wITH THE 1AEA, THERE APPEARS LITTLE
INCENTIVE Fpg Iy To MoVE FROM' THE ‘POSITON 1T HAS TAKEN
on THO BAsIc 18syES. ONE I5 THeg GEUSTION OF :STORAGE gF
Us SUPPLIED €NRTCHED URANIUM Ty IRAN AND THE UTHER 1§ THE.
QUESTTon :6F REPRACESSING US SUBPLIED FUEL IN.LRAN,

Lﬂ%CER& i@ T Sg@MRE Ewauﬁﬁ FuUEL F@ﬁ A NU@L&&H PORER
GUTPUT TOTALLING 23,090 MRE By 1694, THE AEQY IS

RANGING WIDELY FOR URANIUM ORE ON THE MARKET, IS SEEKING
FOREIGN==INe UDING AMERICAN==EYPERTISE TO HELP. PROSPECT
FOR URANIUM wITwiN IRAN, AND fg REPRTELY éﬁn&ﬁlmb INTQ
JOINT VENTURES FOR URANIUM EXPLORATION IN CENTRAL AFRICA.
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@, AN TNYESTMENT IN EURODIF WI L GIVE IRAN B¢ PLRCENT
0¥ THE ENRIecHED URANIUM (IT PRopUCES, aND THE AEDI'Is
ExPLORING TWE IpgA OF DIRECT paARTICIPATION IN A PROPQSED
E4RODIF IT, THEgE ARE RUMORS THAT THEY WAVE ,aLREADY
EN“ESTED IN A UmraNIuM ENRICHMENT ‘PLANT BEING QUILT IN
$ouTH AFRICA, Anp THERE HAS A s0 BEEN VAGUE 'TALK OF
W&QTICEPA Ion In A CANADIAN URaNIUM ENRICHMENT VENTURE,
THUS, IF ONpy HaLF OF THEIR -URANIUM ENRICHMENT INTEREST$
MATERIALIZE, 'THg A0l WOULD AppEAR %0 HWAVE 8CLVED MucH
OF ITS FUFL suPpLY PROBLEM==FpR THE NEAR TERN AT LEASTwe=
AND IT wILL noT gE FORCED TO JoIN IN AN ARERICAR PROJECT,

5, NOTWITHSTANDING THESE CTHER ARRANGEMENTS, 1HE .AEDI'S
INTERESYT IN LRANIUM ENRICHMENY ASSQCIATES (UEA), REMAINS
KEEN, FOR THEY ReCOGNIZE THAT wE HAVE MORE EXFERIENCE IN
THIS FTELD THAN aNYONE ELSEc WQWEVER, THEY ARE TROUBLED
BY ONE aSPEr7 Of THE AMERICAN pROJECT WHICH wiLL BE
GOVERNED BY THE PROPUSED BILATERAL AGREEMENT 85 IT NOW
TANDS, ToFa, LI¥YTATION ON THE AMOUNT OF ENRZCHED
UPANIUF‘ ORTarnEp FROM THE US wWICH MAY BE $T§CNEU IN IRNs
THE GOt FEELS IT SHOULD BE ALpaWED HUSTORE I IRAN THAT
PORTION OF THE uUrad PRODUCTION 70 WHICH IT WOy

BE
gNFITLED BY 1TSS INVESTMENT., AccORDING TO CURRENT POLICY,
THE Us HAg pERMITTED THE EXPORY OF ONLY SUFFILIENT
ENRICHED UMAnIVw TO ALLOW FOR pROPER GPEEATLCN oF
INSTALLED NUCLEAR POWER BLANT CAPACITY IN THE RECEIVING
EOUNTRY, Blt THE SHAH FEELS HE HAS & RIGHT Tg PHYSICAL
POSSESSTON oF HWWaT HE OWNS, ANp OFFICIALS OF THE AEQT
POINT DUT ‘THAT THIS URANIUM WOULD NCT BE OF uaAPﬂNs GRADE
ANYHOW, FURYHERMORE, WE HAVE Np CONTROL OVER THE AMOUNT
OR DISPQSITIFN oF ENRICHED URANIUM WHICH THE AEDI May OBTAIN
ELSEWHERE , wE Arp NO LONGER THg SOLE SOURGE ioF SUPRLY
AND CANNOT, THEREFORE, CONTINUE TO ENFORCE GENDITIONS ‘OUR
CUSTOMERS ConslneR UNAE&EP?A%L@G IF WE ACCEDE TD .IRANIAN
DESIRES IN THIS REAGARD, IT Is TRUE WE WILL BE
SETTING A PrepcEpeNT, BUT IS Is & PRECEDENT THAT SEEMS
ENEVITABLF IF‘: HE &R%’.‘ "g'ﬂ ?&QRQ,&EE GUR NUCLEAR FUEL EXPQRT
BUSINESS IN IRAN,

6, WITH RESARD 7O IRANS FROGRESS WITH OTHER NUGLEAR
TECHNOLOGY suBPyLiERS, AND SPECYFICALLY RELATING TO 7TH
SUPPLY OF NUCLEAR FOMER PLANTS, IT ROULD ALSC APPEAR
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THAT CTRCUMSTANGES WILL 'NCT FomCE IRAN INTO .6MERICATS
ARMS . ALTHOUGH TRAN AND WEST :gERMANY WAVE NOT YET SIGNED
A GENERAL AgREEMENT ‘ON REACEFYL USES OF ATOMIL ENERGY,
GROUND HAS ALREspY REEN .-BROKEN AT HALILEH NEAK BUSHEHR
6 THE PERSTAN GULF FOR.A POWER RLANT TO HOUSE TWO . 1,2@0
MWE REACTERs, SpaCE HAS -BEEN LEFT FOR AN ADDITIONAL TWO
REACTORS, ANE KmaFT HERKE UNl@N (KWU), THE WEST GERMAN
CONTRACTOR, 1§ REPORTEDLY ANGLING FOR THIS apDITIONAL
WORK. IRAN ALSD WAS A BILATERaL AGREEWMENT WITR FRANCE
WHEREBY THE LAT9ER AGREES TO syuPPLY PLANTS TETALLING
5,000 MWE OF NUpLEAR POWER IN ¢HE IRANIAN Pﬁtbﬁﬁﬁa
FRANCE HAS S?E&EWK@ALLV AGREED TO BUILD THWO 568 MUE
1683, SITE SELEQTIGN F@R WHIGH £S5 .§TILL IN Fﬁ&ﬁﬁgsﬁ THE
ERENCH cONTracToR, FRAMATOME, 78 ALSO Now IN A ?QﬁlTI@N
To TAKE ON applyyONaL WORK IN gRAN OWING TO .A REDUCTION
EW THE NUCLEaR POWER PROGRAM 'ty FRANCE ITSELFo
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7, NOT ONLY BO LTHER SUPPLIERS HAVE ADDITICONAL RESOURCES
WHICH ffh\”e AVAIL’ﬂBLE Tg IRAN, But IT 18 BELQMING EVIQENT
THAT THE TRANTAN NUCLEAR POWER PROGRAM WIkL FAVE 70 BE
TRETCHED oUT. Kyu HAS PAID PREmMIUM RATES T0 :COLLEGT
2,600 SEMI-gKILLED WORKERS FOR ITS PLANT, AND FRAMATOME
WILL PROBABLY HayE AN EVEN MORE DIFFICULT TIME WHEN (IT
ENTERS THE LocAL LABOR MARKET, IN ADDYTION TWgp THIS
SCARCTTY 0F tnDigENOUS LABOR, ?Hﬁﬁg Is A REAL QUESTION
Ag TO Hol E" ASY ?QAN F\AN AESQRB JL.H,,J.EAR Q&GHNCLC\(H’Y AND
THE ATTITUDFS Anp MANAGEMEMT TECHNIGUES NECESSARY To
HANDLE a MIgkLY @G&ﬁESTIQATﬁQ MEW INDUSTRY. THERE Ha§
ALREADY BEEN $Owg SLIPPAGE IN THE GERMAN AND FRENCH PROGRAMS,
ANG IT 15 DyepleulT TO SEE HOy FMRTWER DELAYS CAN BE- AVQIDED IN
VIEW OF THE g?ﬂﬁfﬂg QN IRANLIAN LABOR RESOURCES AND INFRASTRUCTURE,
NOT 7o MEwTIon FyManNCIAL REQQuaﬁaa
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8, Wivw apEouale w@@ﬁzﬁw &EuﬂN@u@Gv SOURCES 'TU TAP aND &N . IREVETAELE
SHWIFT 70 & MORE pELIBERATELV~p4CED NUCLEAR DEVELORMENT RROGRAM, IRAN
FEELS Np PREsSUpe TO CONTRACT pOR WUCLEAR POWER ‘BLANTS ‘FROM AMERICAN
COMPANTES, THEREFORE, WE CANNGY EXPECT ‘THAT 'THEIR NEEDS WILL.

FORCE ‘THEM ¥0 -AgeEPT SAFEGUARpg DENANDS FROM DS WHICH THEY .cONe
SYDER AN INpRYNpeMENT ON THEIR SCYEREIGNTY,

9, THE 6UESTION oF REPROCESSING, AND WHETHER THE .S SHOULD IN&E@T ‘
ON A RIBHT 70 VevD REPROCESSING OF :US=SUPPLIED FUEL "IN .IRaAN, IS
CLEARLY A Vival oNE, IT I$ G60In6 'To BE EXTREMELY DIFRICULY, IF

NOT IMPOSSIBLE, 70O SELL THE AEnI ON 'THE CONGEFT OF 4 REGIONAL REe
PROCESSING PLANT, PARTICULARLY "SINCE alLl THE UTHER suPRLIERS

HAVE NOT BEen PgrSUADED 70 AGEEPT OUR POSITICN .ON THIS 1DEA,

THE IRANIANS REcOGNIZE AND REgeNT THE REGIONAL RERROCESSING. PLANT
CONCEPT Ag 2 nEyyCE To IMFOSE zN?E%NATI@NAL CUNTROL oM vﬁzs o
VERY QENEVTEV& STAGE IN THE NUcLEAR FUEL CYCLE. IRANIANBRUISED
HBNGR ASIBE, "tHEY BELIEVE THE j0Ea . I@ Ri@lﬁuhaus IN THE :MIDDLE

AgT SETTING, THF CONCERT MAY MEVE VALIDITY. AND A CHANCE :SUCCESS

IN & FART OF ‘THE WORLD KHIGH T8 MIGRLY INTEGRATED EcoNOWMICALLY,

SUCH %S THE ECr BUT THE LIKELINOOD OF IRAN BEING ABLE TO WOR QUT
CLDSE FUNCTYoNA, RELATIONSHIPS WITW 178 NEIGHYORS For .4 ‘REPROCES=
§INE @LANW aepEanS REMOTE. EVgn THOUGH THE PCLITICAL WILL WERE
THERE Tﬂﬁ? weNpER HOW THE TREMENDOUSLY COMPLEX PROBLEMS OF

JOINT maANAGENENY, DISTRIBUTION OF COSTS, AND ACTUAL PHYSICAL
&@RNNQE%F&Tg FOp STORAGE, TRANSPORT, AND PROCESSING oF MATERIAL
eeULD pe sOrveD oW 4 MULTINATYANAL BASIG. AND THEY DO NUT NECESSARILY
ACEEPT oUR ESTIMATE THAT IV WILL TAKE AN AGBREGATE OF -NUCLEAR POWER
PLANTS PRaDuciNg Sg,0n8 MWE Tg gﬁ@%@mu & ﬁ@MMéRLEAL REPROCESSING
PLANT,

(6o IT WOULp APPEAR FEEFERAELE AT 'THIS STAGE - T0 @I%E UP THE IDEA OF
A REGIPNAL REPRAPESSING FLANT TN IRAN .&ND INsﬁaéa ‘SUGBEST A
BINATTOMAL REPROGESSING "PLANT 70 BE MANAGED ﬁND OPERATED BY 'IRAN
AND THE UNITED 9YATES UNDER -STRINBENT :SAFEGUARDS IF IRaN 'CONTINUES
DETERMINED 70 HAVE SUCH .6 PLANT, WE SHOULD ASSURE THE ABCT. THAT
WE WILL PARTICIpaTE IN SUCH A PROJECT WHEN .I7 DECIDES IT IS

NEEDED AND. IF NECESSARY, THE .yS6 shoulD BE RREPARED. «

T PROVIDE TECHNICAL SUPRORT FgR THE PROJECT I8 NO US COMPANIES
STEP FORWARD '7O0- yUNDERTAKE ITo WE BELIEVE THAT IF THE US.Is 10O
CARRY FORWARD Ivs POLICY (OF Non=PROLIFERATION -BY .CLOSE CONTROL
OF REPROCESSYNG gN A WORLDWIDE BASIS, THE W86 MUST PARTICIRATE -
AETIVELY TN THIs SENSITIVE STgp IN THE NUCLEAR ﬁuag CYCLE, '

- ;ﬁgguhzk
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1. AS THE FomEGOIN SUBGESTS, Wg BELIEVE WE WAVE .LITYLE :GHRICE -BYT
Tn ACCOMMODATE ‘gURSELVES TO IRAN'S POSITION 10N THE TWO .JSSUES IN
CONTENTION TF WE WISH TO FIGURTLLIN I7S NUCLEAR DEVELOPMENT
FUTURE, FURTHER, IN THIS ‘CONTEYT, WE BELIEVE RE HAVE LITTLE :CHOICE
BUT Tg ACCERY Ay FACE VALUE IRANTS .STATED POLICY THAT IT INTENDS TO
MONOR 1TS NPT .CoMMITHENTE. GIveN THE OPTIONS IT 'NOW :HAS iGR MAY

HAVE IN THE FUTURE, IT APPEARS TO US 'THAT THE :ESSENTIAL POINT.IS§
THAY IRAN CopurD DEVELOP A REPROCESSING PLANT AND PROCEED 710
CONSTRUCT A NybLEAR EXPLOSIVE pEVICE IF IT. 8¢ DESIRED REBARDLESS OF
ANY ADDITIONAL gAFEGUARDE WE ‘MaY :SUCCEED IN WKITING INTOD iOUR BI=
LATERAL AGREEMENT, INDIA IS AN OBVIOUS EXAMPLE. ALTHOUGH .IRAN DOES
NaT AT FRESENT HAVE THE R & D gADRE 70 -CGMPARE‘MTH:ENDIM&@

I7 PROBABLY wollLp NOT TAKE .IT | ONG TQ COLLEGT OR BUY THE

NECESSpRY TaLeNt To DO WHAT .INpIA DID, WITH THE MEANS IN iHAND,
WHATEVER COMMITWENTS IRAN MAY WAVE MADE TO THE US OR .UNDER ‘THE NPT
Is LIKELY To FALL By THE WAYSIpE IF IRAN'S RERCEPTION OF ITS NATIONAL
INTEREgTS S0 nlceatE.

. HE MEAMTIME, -IT MAY BE POSSIBLE TO DEFER AN IRANIAN DECIS=
%gw‘%g Z@iﬁ%éé §IN55LEAR REPROCESSING PLANT BY APPRISING THE SHAH
IN SOME DETajlL oF THE RADIATIoN RISKS SUCH A FRUJECT PRESENTS,

WE PROPOSE, THEREFORE, THAT A WIGH LEVEL. HIGALY :QUALIFIED EMIS=
$ARY, ERDA's DR, ROBERT :SEAMANg, DISCUSS WITH THE SHAM IN NON=
TECHNICAL LANGUAGE THE‘RAQEATEEN.HAZﬁRDﬁp'THEJEQQNQMIE RPITFALLS,
AND THE OpEpationAL COMPLEXITy OF & REPROGESSING PLANT, IN
ADDITION 70 pElng EDUCATIONAL “7AND THIS IS NEEDED), -SUCH A MEETING
WoULD SERVE 7¢ UNFREEZE TRE CyURRENT ZMPAS%E‘AﬁD‘HﬁlNSTIWQTE 4
DIALOGUE. AT 4 MINIMUM WE WOUpp HORE THAT :SUCH A PRESENTATION
MIGHT pISSUADE THE SHAH FROM PRESSING FOR THE RIGHT 'TO REPROCESS
Us=suppi IED FyEp In IRAN KITHguY OUR PARTICIPATION, ALTHOUGH NOT
COMPLETELY PASSTNG OVER THE Won=PROLIFERATION “OVERTONES OF OUR
POSITION WHYCH ToUCHES 80 CLOSELY ON THE WUESIION OF SQVEREIGN=
Ty, EMPHASIzING THE DANGERS OF RADIATION TO THE IRANIAN FEOPLE AND
MANKIND In cEnEmal MAY BENERATE AN ENVIRONMEN) IN WHICH :KE CAN
REACH cOMMON UNpDERSTANDING ON 7HIS CRITICAL ISSUE,

13. As THE pepApyMENT IS5 WELL AWARE, A LARGE MARKET AWAITS .OUR
NUCLEAR InDUSTRY IN IRAN. 12,850 MWE IN THE IRKANIAN ‘PROGRAM HaS
BEEN EARMaARuEgpn poR AMERICAN INDUSTRY WITH CBYJIOUS AND SUBSTANTIAL
BENEFITS Y0 cuR BALANCE OF .
RAYMENTS, Con7InuED IMPASSE CaylD WELL RESULT IN THIS OR=
PORTUNZTY BEInG LOST WITH CONDgMITANT DAMAGE 70 OTHER ASPECTS
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oF usafﬁéwiﬁﬁ RELATIONG. HWE- &ﬁﬁ FuLky CONBCIQUS OF THE DIFFICULTIES
AcCoMMpDATIoN Ta THE TANIAN RagNT OF vIEW PRESENTS HX?Pﬁh THE
ADMIMNISTRATTIAN 48 WELL &8 WITH THE .CONGRESS. NEVERTHELESS, WE

FEEL THAT WE uUsy WOVE TO AN EgRLY -DECESION IGN THIS :MATTER:AND. IF-
THE DErTSTION §8 AGATNST: AE?@E%@DATgG&p ‘70 CUY OUR LOSSES NOW RATHER:
THAN 70 PROLENG AN TSSUE WHIGW MAY FESTER .AND ‘ROLSON .QUR RELATIONS
EVEN MaORE In THe FUTURE,

HEL.M8
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