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MEMORANDUM FOR SECRETAR? OF DEFENSE -

SUBJECT: ‘Nuclear Energy Cooperation with lran (U) == ACTION MEMORANDUM :

(C) Attached at Tab B is a memorandum from AEC to State noting that
the AEC is prepared to negotiate an agreement to provide nuclear power
reactors and enriched uranium as requested by lran.

(c) At Tab A is an internal State draft memorandum for Secretary Kissinger

outlining the background of the lranian request and recommending approval.
DOD concurrence in this memorandum has been requested on an urgent basis
in order that AEC can enter into uranium enrichment contracts by 30 June.

(C) In addition to recommending approval, the memorandum to Secretary

‘Kissinger points out that the recent agreements with Egypt and Israel

contain special bilateral controls which could also be applicable to

lran. These special controls relate to long term, sole source fuel con-
tracts with the U.S., disposition of plutonium, and physical security.
Although the Iranians could regard these special controls as U.S. distrust
in the stability of lran, it is recommended in the memorandum that the
U.S. impose these controls as a matter of policy throughout the Middle

East. i

(C) A recent development not addressed is the press report that the Shah
plans to acquire nuclear weapons. The GOI, including the Court Minister
speaking for the Shah, has strongly denied this story as has the Shah
himself according to another press report. The U.S. Embassy in Teheran
believes, and State agrees, that current Iranian policy is not to acquire
nuclear weapons now since, inter alia, lIran has signed and ratified the
NPT and has signed a safeguard agreement. However, another recent state-
ment by the Shah includes the caveat that lran is free to revise its
policy should other small states equip themselves with nuclear weaponry. .
in view of these remarks attributed to the Shah, it is inevitable that
some in the press and the public will interpret an agreement to supply
nuclear fuels, whenever it comes, as assistance towards a weapons
capability. If lIran were to seek a weapons capability, it is noted that
the annual plutonium production from the planned 20,000 MW tranian nuclear

"power program will be equivalent to 600-700 warheads. Of this planned
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capacity, France is supplying 5,000 MW,
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(c) {f you approve, ISA will telephone DOD concurrence in the memorandum
for the Secretary of State, recommending approval of Iran's request

subject to special bilateral safeguards.
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) attached,

o
T

COORD INATION:  JCS, ASD(PA), & ATSD

Approve

Disapprove.

R

Preparad by:
Capt. W. R.

OASD{1SAY,




To: Thé Secretary

CThru: P <« Mr. Sigco

From: ’Nma - Alfred L. Atherton, Jr.

Cd&peration with Iran: Nuclear Encrgy

;%ackgrcuné

Cdbperation in thé nuclear energy field was one
of the items emphasized in cur planning and initial
cxchangégiwiﬁh the Shah several weeks ago regarding
intensifi&d cooperation Qith Iran. During the May
visit to'%ehranvby AEC Chalrman Ray, which was the
first 3ub$tantive.action'und@r'th@ cooperation initiative,
the Iranians expressed a strong desire for an agrecment
‘on c00§er?tion covering thé provision of nuclecar powor
raactcrsAﬁnd enriched uranium to fuel them. Chairman Ray
rcSponde@ affirmatively ﬁo the Iranian interest and the
AEC has @Qw confirmed in a memorandum to Mr. Sober (Tab &)
that it is prepared, with Sﬁate concurrence, to negotiate
a COO?@rétion agreemeht with Iran along the lines of those
to be neéotiated with Israel and Egypt; ive., incerperating
special bilateral controls in addition to the usual IAEA
safeguarés. It is also prepared to enter into uranium
enrichme@t contracts by June 30 to provide fuel for

reactorsftbat'will go on line by l982.
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The Iranians have recently entered into an
unduxbLandmng with France undexr which the latter is
‘Lo supply;same 5,000 MW in nuclear power generating
capacity to Ixan. The Iranianw‘have told us, however,
thay waut us to bupply the bulk of thelr power regactor

capabilxty.

Oxdlndrily there would Dbe no policy problem in
nugotlat&ng a nuclear coopexatxcn agrecment with Iran.
Iran is a signatory of both the Nuclear Non-Proli feration
Txcaty aud of the Nucloar Tc*t Ban Treaty and has a good
record for keeping its(commitment$ under our bilateral
agr@ementé. The Indian nuclear(teét and the debate over
the plOpOB@d ‘agreements on power reactors for Israel and
Egypt have. however, gcneratwd senq1t1v1ty toward all
arrangementa for transfers of reactors and nucleax £ubl.
That we plan to enter an agracment with Iran and.to
contract WLLh 1t for the sale of nuclear fuel is lxkcly

O bccome llnked in the mcdia thh the ar;angumuntg with

Israel and Egypt.

CONFIDENTIAL




rnlﬁddressing'the question of ciréumstaneem
under which commercial powef reactor sales to Israel
and Egypt. could be permitted, we recommended to you
that wpcclal bilateral contrq -= in addition to the
usual IAEA safeguards -=- ba placed on nuclear fuel sold
to those dountries.‘ b&;also recommended that such
- special bﬁlateral controls be impogad’on all nuclear

fucl sales to countries in the Middle East.

romosed Action
Wagshauld move promptly to authorize the AEC to
enter in a fuel sales agreement with Irang by June 30,

¢ona1tional on the conclusmon of a broader Agreement

for Coopexatian {(as we hava done 1n the case of Egypt

and Iurael).
In:nagotiating the broader'ﬁgxeemant on:Cooperation
in mrovismon cf power reactors, we have two options:
1) Lequlrlng the same special bilateral controls .(plus
IREA safeguards) envisaged for the agreements with Israel
and Egypt, or 2) requiring only the standard IALA safeguards.
"ggtion 1'has the advantage of establishing a

precedent, for including extended controls in all future

i
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agxawmﬁnts and of moving that practice beyond the context
of the ngptmxsrael confrontation. Most of the arguments
in favor of applying speclal safegquards to Egypt and
sra@liapp}y as well to Lran. Although Iran is currently
stable, ﬁﬂaﬁ stability iaiheavily dependent on the Shah's
remaining;in power. In a situation of instability, domestic
isside nuq or foreign terrorists might ecasily be able to
seizé anyfspeCLal nuclearimat@rials stored in Iran fox
use in be@bg. Irvan plan& o obtaln 10-20 large reactors
in the negt‘nwo decades. @ This means there will bo largs
quantitieé of such materials béing produced there. IR
nggressivé successor to the Shah might consider ngclear
WEapons the final item needed to establish Irants coapletc
militaryfdeminance of the region. The incorporation of
5p@cial'édditional bilateral controls would help tomper
any prasé and Congressional criticism of an agreement
with Iraé, The maln disadvontage of Optlon 1 is that

Tre
wo hnf"hﬁ;is being treated like

f«

The ohai 5 Wy peISe
sracl and Egypt, i.e., as a potential regional trouble
apot, ana differently from countries with which we have

,prevxously signed power reactor agrecements. That
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gdiﬁadvantﬁge could be largely nullified, if it is
i .

“clear that a policy of reguiring special safeguards
will appl§ across the board in futurce sales in the
regioh; |

Opfion 2 has Lhe advantage of shewing Iran that
we‘look upon,lt as a country as responsible as countrics
with whlch we have previously signed agreements and do
not PUﬁ lt in the category of Lgypt and Israel. The
Shah would probably appreciate ﬁhat gesture. It would
aluo tle in with an expxccagé Iranian lnLanlOﬂ eventually
to reprocess its own fuel. ‘mhc disadvantages of Option 2
are that‘it would not deal adequately with tho possibility
GE ﬂlvoraion of special nu0¢oar materials from Iranian
reactors.? An agreement without special safcguards at
thiz tlme may stir up intense criticism and add to the
'pxoblemb 1n obtalning Congrussional approval of the

arxangemants with stael:an& Egypt.

R@rommondatlonv'

l.nghat you authorize us to concur in the AEC'S
entering into an agreementakéefore June 30, 1374, for
the sale pfvnuclear fuel to Iran.

APPROVE___ DISAPPROVE

 CONFIDENTIAL




2.; That you‘authorize at the same time tho
beqinningfof negotiation Gf;an Agreementufor Cooperation
with Kran;covering‘the possible provision of reactolrs
and fuelgf |

a.f That the cooperation agreement incorporate
the same épecial bilatexél m@ntrols as arc contemplated
for Israei and Egypt. (NEA, SCI, PM, RCDA, AEC and DOD
support tﬁis;recommendation.)

BPPROVE DISAPPROVE

b, Alternatively, that the agreemcnt with Iran
incorpordte only the standard IABA safeguards.

P e

APPROVE DISAPRROVE

3. fThat you authorize us, in coordination with
H, SCI and AEC, to work out a program promptly to consult

with appropriate Members;of the Cdngress.

APPROVE DISAPPRCOVE

%

CAttachments:

NEA/IRN:BBMorton/bk 6/20/74

Concurrences:

Lunliutid e




UNITED STATES
ATOMIC ENERGY COMMISSION
| WASHINGTON, D.C. 20545

JUN 17 1974

Sidney Sober, Auting Assistant Secretary, Bureau Gf
Near u&stcrﬂ and South Asian uffaira, Department of State

AGREEMENT EOR COOPERATION WITM IRAN

During the vxsit of the Chalrman of the Atomic Energy
Commission to Iran in May, the Iranians requested an
sgrecment £or cooperation which would cover the provision

of nuclear power reactors and enriched uranium to fuel
i”il@imv

he AEC 1s prepared to. proceed with the concurrence of
- the Department of‘Stata to nepgotiate an agreement fox
cooperation along the lincs of the agreements which will

e negotiated with Egypt and Israel, We would also be
preﬁaxcd to Qntar into uranium envichment contracts before
June 30 in order to provide fuel for power reactors which
would be on 1ine prior to 1982,

=

.

Ao‘S. Eriedman,‘Director

? J ~ Division of International Programs

¥

col Chairman Ray
General Manawar
D, Ellio,t NSC :
J. Kshan, S/?, State
H. Pollack, SCI/State
B. Morton, NEA/IRN, State .




