THE WHITE HOUSE

WASHRINGTON

January 17, 1986

ACTION

MEMORAIDUM FOR THE PRESIDENT

FRO# : JOHH H. POINDEXTER(}%(7

SUBJECT: Covart Action Finding Regarding Iran

Prime Minizter Peres of lsrael secretly dispatched his special
advizor on tarrorisa with instructicns to propese a plan by which
fersel, with limited aseistance from the U.S., can create
conditions to -help bring about a more moderate government in
Iran. The lsraelis are very concerned that Iran's deteriorating
pogition in tha war vwith Iraq, the potential for furthsr
radicalization in Iran, and the posegibility of enhanced Soviet
influence ia the Gulf all pose significant threats ‘to tha
gacurity of Israel. Thay believe it ig essential that thay ac:
to at least preserve & balance of povar in the region.

The Israeli plan is premised or the assumption that mcderats
slaments in Izan can come to power if thesa factions demonstrate
their credibility in defending Iran ageinst Iraq and in dataerring
Soviet intervention. To-achiave the strategic qosl of a morse
poderate Iranian government, the lsraelis are prepazed to
unilaterally cosmence selling military matsriel to
Western-criented lranien factions. It iz their belief that by so
doing they ca&n achieve a heretofora unobtainable penetration of -
the Iranian governing hierarchy. The Israelis are convinced that
t2e lranians arc so desperate for military materiel, expert.se
and inteliigence that the provis.on of these resources will
result in favorable long-term changes in parsonnel and attizudes
within 2he Iranian government. Further, once cthe gxchange
relaticnship has ccemenced, a dependency would be estakblished cn
those who tre providing the requisite resources, thus allowing
the provide:./a) to coercively influence near-tarm évents. Such
an ocutcosa 48 consistant with our policy objectives and would
presant significant advantages for U.S. national interests. As
described by the Prime Hinister's emissary, the only requiremenz
the Israelis have i: an assurance that they will be allowad tc
purchase U.S. replenizhments for the stocks that they sell =c
Iran. Wa have researcnzd the legal problems of Israel's sell."g
U.S. manufactured arms ¢ Iran. Because of the requirement .-
U.S. law for recipients of U.S. arms to notify the U.S.
goverrment of transfers O third countries, I do not reccmmenZ
that you agree with the specific details of the Israel. plan.

However, there is snothar possibility. Some time ago Attorner
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General William French Smith determined thit under an appropriate
¢inding you could authorize the CIA to sell arms to countrieeg
cutside ¢f the provigions of the lavws and reporting requirements
for foreign militaery sales. The objectives of the Israeli plan
ccuid te met if the CIA, using &n &uthorized agent &3 necessary,
purchased arms from the Jepartment of Defense under the Economy
Act and then transferred them to Iran directly after receiving
appropriate payment from lran.

che Covert Action Finding attached at Tab A provides the lazitude
for the trangactions indicated above to proceed. The Iran:ians
.have indicated an immediate requirement for ¢,000 basic TCW
weapons for use in the launchers they already hold.

-The lsraali's are also sensitive to & strong 0.S. desire to frea
our Beirut hostages and have i{nsigted that the Iranians
demonstrate both influence &nd good intent by an early relsase cf
the five Americans. Botzh sides have agreed that the hoetages
will be immediately released upon commencasent of this action.
Prime Minister Peres had his emissary pointedly note that they
well understand cur position on not making ccncegsiong o
terroriats. They also point out, however, that terroriet groups,
movements, and organizations are significantly easier to
influence through governments than they are by direct approach.
Irn that we have been unable to exercise any suasion over
Hizbellah during the course of nearly two years of kidnappings,
thig approach through the government of Iran may well be our c¢anly
way to achieve the release of the Americans held in Beirut. It
must again be noted that since this dialogue with the Iranians
tegan in September, Reverend Weir has been released and there
have been no Shia terrorist attacks againsz Americen or Israel:

perscns, property, Or 1interests.

Therefore it is proposed that Israel make the necessary
arrangements for the sale of 4000 TOW weapons o Iran.
sufficient funds to cover the sale would be transferred 2
agent of the CIA. The CIA would then purchase the wesapon
the Department cf Defense and deliver the weapcons to Iran ¢
the agert. If all cf the hostages are not released alter i
first shipment of 1000 weapons, further transfers would cease.
0n the other hand, since hostage release 1s in scme respectis 4
byproduct of a larger effort to develop ties TS potentidl.y
moderate forces in Iran, you may wish to redigfect such transiers
tc other groups within the government 4t 2 later time.
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ohe lerselis have ssked for our urgent response tc this proposal
g¢o that they can plan accordingly. They note that conditions
ingide both lran and Lebanon &re highly volatile. The Israelis
are cognizsnt that this entire operation will be terminated if
che lranians abasden thair goal of moderating their government or
allow further acts of tarrorism. You have discussed the genaral
cutlines of the Igraeli plen with Secretaries Shults and
Weinberger, Attorney General Heese and Diractor Casay. The
Secrataries 40 not recormaend you proceed with this plan.

Attorngy General Meese and Director Casey believe the short-ter=
and long-term cbjectives of the plan werrant the policy risks
involved anéd recczmend you approve the attached Finding. Bacause
of the extrema sensitivicy of this projece, it is reccmmended
that you exercise your statutory prercgative to withhold
potification of the Pinding to the Congregsional cvaersight
committess until guch time that you deea it to be appropriate.

Recormendation

Ok HO

That you sign the attached Finding.

Prepared by:
Cliver L. Norcth

Attachment
Teb A - Covert Action Finding yorr) /7}._\ A

‘?iﬁféfkrsﬁ e /Lﬂ;ﬁf*°j ”""L‘Ju‘7-iﬂ‘"" T VAR

o

)

[
P

O
(o
cr

T
(@)
)




v
TN T p—e—

i

fFinding Purduant to Section 682 of
The Foreicn Assistance ACt of 1961
: AS Amended, COACErning Operations
Undertaxen Sg the Centra% Inteflxgcnce
A in Foreiqgn. Countrieg, Other Than

INe
Those Intended SoIeIx fer the Purpcse

of Intellirqence Collaction

I hereby fine thét the following operation in & foreign
country (i{ncluding all support necegsary to such cperaticn) is
tmportant to the national security of the United Ststes, and due
2o its extrems sensitivity &nd security risks, I determine it is
eagsertial to limit prior notice, and direct the Directer of
Central Intslligence to refrain from raporting this Finding to
the Congregs as provided in Secticn SOl of the Hetional Secur:ity
Act of 1947, as amended, until I otherwise direct.

{ SCOPE PESCRIPTION
Iran Assist gselected friendly foraign liaisoa services,

third countries and third parties which have
estatlished relationships with Iranian elezente,
groyps, and individuals sympathetic to U.S. Government
interests and which do not conduct Or support terrorist
actiong directed againsgt U.S. persons, property or
interests, for the purpose of: (l) aszablishing a =ore
moderate government in Iran, (2) obtaining from thez
gignificant intelligence not otherwiase obtainable, to
determine the curreat Iranian Government's intention
with respect to its neighbeors and wizh raspect to
terrorist acts, and (3} furthering the release c{ the

! American hostages held in Beirut and preventing

i additional terrorist acts by these groups. Provide

i funds, intelligence, cournter-intelligence, training,
guidance and communications and other necessary
assistance to these elements, groups, individuals,

i liaison services &nd third countrier in support of
! these activities.

§ Tha USG will act to facilitate efforts by third parti.es
and third ccuntries to establisgh cortact with Zccerate
elegients within and outside the Governzent of Iran by
providing these 2lements with arms, equipment and
related materiel in order to enhance the credibility c!
these elements in their effort to achieve a more
pro=U.S. government in Iran Dy demonstrating thesr
ability ¢o obtain requisite resources to defend the.r
ccuntry against Iraq and intervention by the Scviet
Union. <This suppor? will be discontinued 1if the u.s.
Government learns that these elements have abandcnec
their gozls of moderating their government and
appropriated the materisl for purposes other than tha?
provided by is Finding.

. : 7T
The White Houea -
#ashington, D.C. \_\\$f~’¢( \\\F*“§T"~‘

Date January 17, 1996
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