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REPORT OF THE NSSM 219 WORKING GROUP
NUCLEAR COOPERATION AGREEMENT WITH IRAN

PROBLEM

NSSM 219 dated March 14, 1975 requested a study
of the issues involved in reaching an acceptable Agree-
ment for Cooperation with Iran concerning nuclear coopera-
tion. While negotiations are proceeding a number of key
issues remain unresolved. Accordingly, this paper
reviews the current situation and possible options for
the U.S. to consider.

In brief, we are facing a serious dilemma since
we are proposing to Iran more rigorous controls over
plutonium than we have heretofore included in our
other agreements including those with states that are
not party to the NPT. While these special safeguards
might be satisfactory to Congress they are proving
unacceptable to Iran since the GOI views them as dis-
criminatory, in light of her status as an NPT party.
Our problem, therefore, is devise a formulation that
will prove acceptable to both Iran as well as prospective
Congressional critics while preserving our non-prolifera-
tion objectives. .
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BACKGROUND

Iran is embarking on a major 20,000 MW nuclear
power program and is interested in acquiring half of
this capacity (or about 6 to 8 major nuclear power
plants) from the United States. The estimated revenues to
the U.S. from this arrangement is $6.4 billion, taking
into account reactor components, fuel supply and related
services. The GOI also is prepared to contribute to 20%
of the cost of the proposed UEA private enrichment plant.
This would represent a flow of roughly an additional
$1 billion to the U.S. should the UEA plant actually
materialize.

Iran has decided now to introduce nuclear power to
prepare against the time - about 15 years in the future -
when Iranian oil production is expected to begin to
-decline sharply. The introduction of nuclear power will
both provide for the growing needs of Iran's economy and
free remaining oil reserves for export or conversion to
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Our ability to reach a mutually satisfactory agree-
ment with Iran on the proposed nuclear accord is expected
to have very considerable political as well as economic
importance to U.S.-Iranian relationships, in view of the
Shah's interest in seeing Iran move into high-technology
fields with U.S. cooperation. Conversely, failure on our
part to resolve the remaining issues could have serious
short, as well as long-term, adverse effects in our
relations, given the Shah's sensitivity towards U.S.
attitudes and Iran's strong desires to be treated in a
non-discriminatory manner and as a nation that often has
supported U.S. interests.

Should we not be able to resolve our differences
the Shah is likely to view our unwillingness to treat
Iran as we have other NPT parties as a reflection on
Iran's stability and the integrity of its commitments
as well as an indication that the U.S. cannot be relied
upon because of the uncertainties of our political
process. We do not discount the possibility that a
continued impasse on the accord could result not only
in a decision on Iran's part to transfer its nuclear
business elsewhere, but also in a more serious deteriora-
tion in U.S.-Iranian relationships. Failure to reach
agreement with Iran because of insistence on restrictions
which may prove unacceptable to them, could injure rather
than promote our non-proliferation objectives, by forcing
Iran to rely on less cautious suppliers. :

At the same time, however, it must be stressed that
the USG is now involved in a reassessment of appropriate
conditions for nuclear supply, and is'discussing' such
conditions with other nuclear suppliers. The U.S. position
in the negotiations with Iran, accordingly, must take these
factors fully into account. '

There also is urgency to our reviewing and determining
the definitive U.S. position on the proposed Agreement
if we have any hope or interest in bringing this matter
to a satisfactory resolution by mid-May when the Shah
arrives. If any issues are still unresolved we can
expect the Shah to personally raise them at that time.
The GOI has expressed a receptivity to ‘receiving a U.S.
team in Tehran during April 20-30 to resume the nego-
tiations and one of the purposes of this study is to
facilitate our ability to give the negotiators suitable
guidance. c
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U.S. and Iranian Positions

While Iran has given us comments on several secondary
issues, the following key issues are known to remain.

As an element of our growing concerns over nuclear
proliferation, we have given Iran a draft agreement that
would be more rigorous in controlling plutonium than our
past agreements with other countries, but less sweeping
than the constraints we proposed to Israel and Egypt.
Also, although we have never gone into specifics we have
informed key Congressional representatives that the
Iranian agreement would be tougher than past U.S. nuclear
agreements but not as tough as the Israeli-Egyptian
formulations, out of deference to the fact that Iran is
a party to the NPT and strong supporter of IAEA safeguards.
We can anticipate very critical Congressional scrutiny of
any agreement that we might negotiate with Iran based on
Congressional concerns over nuclear exports as well as
hostility towards the Shah's oil pricing policies.

The key provision at issue between ourselves and

Iran is one that would give the U.S. the right to deter-
mine where any plutonium produced through the use of U.S.
- materials and equipment can be reprocessed, fabricated

or stored. This is more liberal than the Israeli-Egyptian
formulation, which precluded local reprocessing in those
troubled countries, but harsher than the agreements we
have concluded to date with other nations including those
that are not parties to the NPT. To date our agreements
have normally provided that the recipient state can re-
process the material it receives subject only to a deter-
mination by both parties that the facility would permlt
adequate safeguards to apply.

In the case of our proposed agreement with Iran
we also have sought to temper our request for a veto
on reprocessing with a proposed note that would inform
the GOI that we would look sympathetically on Iran's
request to perform such reprocessing services. We have
indicated that one factor favoring U.S. approval would
be a decision on the part of Iran to establish any re-
processing plant on a multinational basis with the active
involvement of the country helping to establish the
facility. ‘

Some believe that a U.S. right to specify where"
U.S. fuels can be reprocessed should be included in all
of our future agreements, since 1t would provide the U.S.
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with added and prudent flexibility to deal with the
evolving proliferation problem. We also have created

ar impression that the product of our Iranian agreement
might become our future model - especially for our
dealings with NPT parties. The proposition of encourag-
ing foreign reprocessing ventures to evolve on a multi-
national basis is consistent with the line we are

currently pursuing with other major equipment suppliers.

Iran, however, has expressed reservations that we
should have any such veto rights and desires to be
treated no less advantageously than other U.S. partners.
More basically she, like others, aspires to acquire her
own complete fuel cycle capabilities (including an enrich-
ment capability) and believes that as a party to the NPT
she should not be deprived of this opportunity.

When the NPT was negotiated we stressed that the
states participating in the Treaty would -be treated more
advantageously than non-parties. Moreover, we indicated
that all legitimate peaceful efforts, including reprocess-
ing, could be pursued so long as they were adequately safe-
guarded. Thus, our subjecting an NPT party, like Iran,
to more rigorous controls could be viewed as undermining
the NPT as well as confiderice in IAEA safeguards. Also
to place our postulated constraints in perspective, it
must be stressed that the technology of chenical repro-
cessing has been unclassified since 1958 and- is within
reach, at least on a pilot scale, of any determined
country with a moderate capability.

Balancing these considerations is a growing recog-
nition that the NPT should be reinforced by the adoption
of additive supplier restraints and more selective
treatment of countries with whom we cooperation. Other’
key countries of concern, such as Pakistan, are pressing to
acquire some reprocessing capability and some feel that
an overly receptive U.S. reaction to Iran's desires, .
including abandonment of our veto proposal, could detract
from any U.S. efforts to discourage such developments.
2Also, as noted, the reactions our proposals will receive
in the Congress could be crucial to the entire exercise.

Despite Iran's present benign attitude towards the

NPT and non-proliferation some are concerned over her
possible longer-term nuclear weapon ambitions should

others proliferate.
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Canada has a nuclear agreement with Iran which
gives it a right to approve where Canadian supplied
fuels can be reprocessed. Iran, reportedly is not
satisfied with this arrangement.

The constraints we have proposed for Iran are
consistent with those we are now exploring with other
suppliers for application to potentially unstable
countries and non-parties to the NPT. We regard our
proposed consultations with other suppliers to be a
serious endeavor. Accordingly, although it is recog-
nized that other suppliers are not as conservative as
we are and that some may not be prepared to accept all
of our proposals, we do not wish our position with Iran
to undercut these broader consultations even though
Iran has joined the NPT. In the course of our consul-
tations with other suppliers we have strongly endorsed
the concept, that foreign reprocessing plants should be
established on a multinational basis wherever practicable.
We have not, however,.been explicitly pressing the idea
that suppliers have veto rights over the location of
foreign plants processing their materials. However, we
have cited the Israeli-Egyptian cases as examples of our
growing concern with reprocessing.

In contrast to the issue over the veto, Iran appears
to give less importance to our proposal that any reprocess-
ing plant should be established on a multilateral basis.
Conceivably the Shah might see benefits in hosting a
multinational reprocessing plant, perhaps with Pakistan
involvement and with some assurance of U.S. technical
assistance. Such an approach could establish Iran early
as a major reprocessing center, thus deterring national
plants in the region and providing economic, political
and security benefits to Iran. Some believe, however,
that the proposition of urging others to establish their
safeguarded plants on a multilateral basis is only marginally
useful, bearing in mind that IAEA safeguards already are
multinational in character.

Regardless of what course of action we choose, our
negotiations with Iran are likely to collapse, with
serious adverse effects, unless she can be persuaded
that she is not being subjected to discriminatory treat-
ment.

If more rigorous controls were applied to all NPT
countries as part of an overall program, Iran might not
object if she perceives that hTf n-proliferation
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interests, like ours, are being fostered. This, however,
will be directly related to how reasonable she construes
our proposals to be. Therefore, should we continue to
press for more rigorous controls our objective should be
to convince Iran that the measures we are proposing will
further our common non-proliferation objectives. We
should also indicate that rather than discriminating
against Iran, we are seeking Iran's assistance to formu-
lating a model which will be the basis for future agree-
ments with other NPT states.

Fuel Supply

We also are facing some important but hopefully,
more soluble issues with Iran concerning other aspects
of the proposed fuel supply. Iran desires to receive
U.S. material for its own reactor use as well as for
fabrication in Iran for use in third countries with whom
we have agreements. Since we have readily accommodated
such demands in the.case of several other agreements we
are prepared to meet this latter request.

. A more complicated issue relates to the overall
quantities of fuel that we should be prepared to furnish
to Iran. -Basically, three options have been considered.
Under the first, we would stand firm on the current
8000 MW ceiling in the draft agreement. Under the second,
we would be prepared to raise the ceiling, slightly, to
cover only the anticipated needs associated with estimated
total U.S. reactor sales. Under the third, we would be
prepared to permit sufficient flexibility in the agreement
to enable, but not oblige us, to fuel non-U.S. reactors as
well. Two significant sub-options have been identified
in this latter regard. We could raise the ceiling in the
U.S.-Iranian Agreement to as high as 20,000 MW should the
GOI press the point. This would cover all of Iran's
currently estimated reactor needs. Alternatively the
agreement might include a 8000 MW to 10,000 MW ceiling
plus a proviso that Iran could receive such additional
quantities for use in defined domestic Iranian reactors
as represent Iran's contracted share of the product of any
U.S. facility in which it invests. Iran's proportionate
share (20%) of the UEA facility, which is equivalent to
27,000 MW, would be more than sufficient to enable it
to meet all of its own needs. ‘

To place this issue in perspéctive it should be
stressed that the ceilings in.’our agreements are per-
missive, and not obligatory,&énd“simply set the outer
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