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In'myaAugust 13 memorandum to Vo “this sub-=’
ject, -I transmitted the study prepared,ny Irv1ng,
Vest and Lord, based on the instructions which you
cabled me tollow1ng your dlscu531ons in Iran. As
noted -in the staff study, the*e were two p01n+s in
the approach outllned in your cable which differ.
somewhat from ‘the more detailed approach developed
at the staff leével in Iran,. prior to. your discu&sions
with the- Shah and with Ansary and Etemad. It is
important to. obtaln your guldance on how to :reconcile
these differences so that we can proceed with
developing a detalled proposal for interagency
coordination and. eventual presentatjon to ‘Iran.

I have dlscussed this problem with Myron Kratzer,

who partlclpated in both the staff.level negotiations
in Iran and ‘in your discussions with Ansary -and
Etemad, and ‘we ‘both believe the approach I am out-
lining below is a- satlsfactory way of- handllng these
alfference S ;

The two dlfferences in questlon are'

—-— The deflnltlon of the blnatlohal plant
oEtlon whlch Iran might select to meet its reproces-
sing needs, subject to our veto. In the staff level
negotiations in' Iran, which, of course, preceded
your dlscu551ons, ‘the olnatlonal plant option was

. defined.as .a plant in which the supoller was an

active partlclpant w1th the U.S. :In _your .discussions, . -
the blnatlonal plant was characterlzed as a plant i
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Jﬂ'lng or fuel exchange;W1th ‘the U.S.).
el negotlatlons, sthis’ fall-back '

expl crtly stated. In youm discussions,

which’ foo‘ n. three initial optlons, you indicated |

that: natlona

eproce951ng would-:be-
solutlon L - '

e an unacceptable

In your_dlscu551ons Wlth Ansary and Etemad,
they did not ‘comment on or take: exceptlon to the
deferences cited above. ‘They may have assumed
that these: were simply differences 1n detail,
lattrlbutabl to. the: fact that you were' dealing with
the issues:i .more general terms’®than they were.
dealt w1th,'nn he highly detailed staff discussions
whlch preceéed-your meetlng with’ them. However, “in,
both cdses,
to U.S: int
developed i

> sts” than are the - formulatlons
“he staff ﬁlscuss10ns._

Moreove nﬂyour dlscu351ons, you 1nd1cated

a dlSpOSlth to go along with the fundamenta]
Iranlan concept- that the ‘U.S. should bear the -

"commercial risk"™; :i.e. the excess costs.of the
reproce581ngireg1me which we impose. on Iran, a
dlsposltlon which was not 1nalcated in the staff
level negotlatlons. Thus, the more. favorable
formulations. on the above two p01nts whlch you
put forward can be viewed as the quid. pro. quo for .
our W1lllngness to go along with the Iranian position
on who; bears ‘the commercial risk. These factors
suggest that when we resume negotlatlons, our
cited: above, should be based on - the more favorable
"formulatlons whlch you descrlbed.

I propose, therefore, that we approach these
two problems'ln the following: way' ~
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The Blnatlonal Plant Optlon'g

The deﬂ lon of a blna lonal plant 1s one
in which:the: Suppller (for: example, -the, FRG or
France) is- actively -involved and in Wthh the U.S.
would also have an opportunhity to: partlclpate.
This "has jeen ﬁeature of our negotiations with
Iran for some me and it will probably be difficult

. detaﬁled |
'cceptable

Iranlan repr. es mng ‘in such a blnatlonal fa01llty5
faced olfflcult ‘problems of Congresclonal accept—
ability and your négotiations in Tehran have given
,us_ the, opportun'ty to move off of this potentlally
"dlfflcult ‘position.’  Thus’, “our “initial’ position;,
when negotiations aLe resumed, assuming we have
.obtained approval for U.S.- assumption. of the
commer01al rigk,, would retain the.definition of
the blnatlonal optlon as one in wh1ch the U.S. is
the partner . As neqotlatlons proceed, we. could
consider’ rolntrodL01ng the.binational plant in
which another supplier is involved as a second
level option- -avaidable to Iran only 1f we reject
-all of the 1nlt1al -three optlons -

S The- Bottom Llne Reprocesslng An Natlonal e
Fa01llt1es . k

It has been a ba51c tenet of: Iran s position
from the outset: that it must not. be deprived of
all opoortunltles to . reprocess its. fuel;and you
1nd1cated agreement with this pr1nc1ple in your
cable to me’ "Thus, 1f we reserve.the right. to 4
w1thhold our approval from-any or all of the three:
initial optlons, there is a loglcal problem in ot
meetinhg Iranfs_prlnc1ple, uuless we agree that, *
as a last- resor JIran may © reprocess in'national’
facilitiesiunae elfectwve safeguards. Therefore,j
unless we -commi .ourselves to -the principle: that
we will not! w1tghold our approval from all of
Iran's 1n1t1al reprocesqlng alternatlves, it will
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-IEprocessinginIJS.
. be dlfflcult to av01d ragreeing to reproce531ng in HAK

~national: facllltles as the bottom: llne. Nevertheless,
we belleve Lhat'U S. acceptance of:the principle .

- of assuming the commer01a1 risk of:excess reproces-?~
sing costsg provmdes us with-a basls for. suggesting A
that it is - .now. superfluous to makeexplicit Pprovisions .
for last—reoort reprocessing in national - faeilities.

The avoidance . uch a provision would clearly be
-desirable -in terms: of{the dqmemtlc acceptablllty of .

Lour agreement ‘However, 'if-the Iranians insist on .
" the earlier-for ation, which would not’ rule out e

- thelr pursulng ‘national reprocessing under. effectlve LT
safeguardsias- a»last resort; I do not belleve we .can g
resist it and ~*belleve that our ablllty to prevent:

.%;thls last: resor_"through our three: alternatlve rights |

" will be sufflcgent to galn domegtlc and Congre551onal.

acceptance e : g :

Recommendat10n~ B '

: " I. recommend that: you approvey: as & basis for:-
the development -of- an agreed neqotlatlng p051tlon,
the approaches outllned above to recon0111ng the
"differences between your ‘discussions ‘and the
earlier staff levél negotlatlons in Tehran.
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