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RELZASE OP )'ZRICAN HOSTAGES IN BEIRUT

Background. In June 1983, private Amarican &nd Israeli citizens

commanced &n operation te effect the relesse of the American
hostages in Beirut in exchange for providing certain factions in
Iran with U.8.-origin Israell military materiel. By September,
U.8. and Israell Governmen: officials becams involved {n this

~ andeaver in order to ensurs that the USG would:

. 2
- got cbject to the Isrseli transfer of ma:q%ﬁmgol to
zan;

-= gell replacement items to Israel as replenishment for like
items sold tc Iran by Israel.

On September 13, the lsraeli Governmsnt, with the endorsament of
the USG, transferred S08 basic TOW missiles to Iran. Porty-eight
hours later, Reverend Benjamin Weir was released in Bairut,

Subsequent efforts by both governments to continué this process
have met with frustration due to the need to communicate our
intentions through an Iranian expatriate arms dealer in Burope.
In January 1986, undar the provisions of & new Covert Acticm
Finding, the USG demanded a meeting with responsible Iranian

government officiais.

the first direct U.S.-Iranian contact in over five years. At
this meeting, the U.S. side made an effort to refocus Iranian
sttention on the threat posed by the Soviet Union and the need to
esteblizh a longer torm relationship between ouf two countries
based on more than arms transzactions. It was emphasized that the
hostage issue was a “hurdle” which must be crossed baefore this
improved reslationship could prosper. During the meeting, it also
bacame appareat that cuz conditions/demandsg had not been accurately
transmittsd to the Iranian Government by the intermasdiary and it

vag agreed thats

-« The USG would establish its good faith and bona fides by
irmediately providing 1,000 TOW miasiles for sale to Iran.

Thig transaction wag covertly completed on February 21,
using a_private U.8. firm and the Iszreelis as intermediaries.

== A subsequent mesting would be held ia Iran with senior U.S
and Iranian officiale during which the U.8. hosta.es would

be relsased.

== Izmediately after the hostages wearlé gsafely {a our hands, the
G.S. would sell an additional 3,000 TCW misgiles to Iran
using the same proceduzes amploysd during the

t:angtc:.
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In early Harch, the Iranian erpatriate intermediary 4 1
Iranian conditions for release ¢f the hostages naiyangfﬁﬁﬁideﬁﬂ&t
prior sale of 200 PHOENIX missiles and an unspecified number of
HARPOON missiles, in addition to the 3,000 TOWs which would be
delivered after the hostages were released. A subsequant maeting
wag held with the intermediary in Paris on March 8, wherein it
was explained that the :eguizeaout fer prior deliverises violated
the understandings reached in Prankfurt ocn February 20, and were
thereford unaccsptable. It was further noted that tha Iranian
aizcrafe and ship launchers for these miseiles weze ia such
disrepair that the missiles could not be launchad even if provided

From March 9 until Marzch 30, there was no further effort
undertaken on our behalf o contact the Iranian Government or the
intermediary. On March 26, I ancapsnay oede an unsolicited
call to the phone-drop inm Maryland which we had established for
this purpote. BILLGNE asked vhy we had not been in contact and
urged that we proceed expeditiously since the gituation in Bairut
wvas deteriorating rapidly. He was informed by our Parsi-speaking
interproter that the conditions requiring additional materiel
beyond the 3,000 TOWs were unacceptable and that we could in no
case provide anything else prior to the release of our hostages.
ST observed that we ware corrsct in cur assesgmant of their
nabilicy to use PHOENIX and HARPOON migsiles and that the most
urgent requirement that Iran had was to place their current HAWK
migsile invantory in workiag conditien., In a subsequent phona
call, wa agreed to discuss this matter with him and he indicated
that he would prepare an iaventory of parts required to make
their HAWK systems operational. This parts list was zeceived on

March 28, and verified by CIA.

Current Situation. On April 3, Ari Gorbanifahr, the Iranian
Intermediary, arrived in Washington, D.C. with inscructions froz
TR o consummate final arrangements for the return of the
hostages., Gorbanifahr was reportedly enfranchised to negotiate
the types, quantities, and delivery procedurss for materiel the
U.8. would sell ¢o Iran through Israel. The meeting lasted
nearly all might oa April 3-4, and involved numeércus calls to

W " m ~

: A Pazsi-speaking CIA office

@ fy the substance of his calls to
Tehran during the meating. Subject to Presidentlal approval, it
wag agreed to proceed as follows:

== By Hondai, April 7, the Iranian Government will tzansfer
$17 million to an Israeli account inm Switzeriand. The
fsraeiis will, in turn, transfer to & private U.S.
corperation account in §witzerland the sum of $15 milifon.
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-= On Tuasday, April 8 (or as soon as the transactiong are
verified), the private U.S. corporation will trangfer
$3.651 million %o a CIA account in Switzerland. oIa will
then transfer this sum to & covert Department of the Army
accounit {in the U.S, '

== On Wednesday, April 9, the CIA will ccamence procuring
$3.651 miliion worth of HAWK migsile parta (240 separ
~_line items) and transferring these parts tolififENEIEwE
® This procaess is
3yS. :

==  On Priday, April 18, a private U.S. aizecraft (7078) will
pick-up the HAWK migsile parts &t MWD and f1ly thea ¢o a
B covert Israell airfieid for prepositioning (this field was
used for the earlier delivery of the 1000 TOWNs). At this
£inld, the parts will be transferred to an Israell Defense
Forces' (IDF) aircraft with false markings. A SATCOM
capability will be positioned st this location,

-= On Saturday, April 19, McFarlane, Worth, Teicher
S e X and & SATCOM communicator will b 4 g

Cave,
airc:afj

«= On Sunday, April 20, the following series of events Qill
oceurs

- U.S. party arrives Tehran ({(A-hour) == met by
Rafsanjani, as head of the Iranian delegatiocn.

- At A+7 hourg, the U.S. hostages will be released in
Beirut.

- At A+13 houra, the IDP aircraft with tha HAWK missile
parts aboard will land &t Bandar Abbas, Iran.

Discugssicm. The following points are relevant to this
traneacticm, the ‘discussions in Iran, and the establishment of a
broader rslationship betwsen the United States and Iran:

= The Iranians have besn told that cur presence in.Iran is a
"holy commitment® on the part of the USG that we aze sincer
and can bg trusted. Thera is great distrust of the U.8.
among the various Iranian parties involved. Without our
presence on the ground in Iran, they will nct believe that
we will fulfill our end of the barqgaia after the hostages

are released.

PSP GPOREE— SENSITIVE

i_mﬂi Aeeirin ARWG0G02Y

p &2,
3



mumn UNGLAOPITIEY

“"5

N SR

this matter as part of the longer term relaticaship,

i Gorbanifashr specifically mentioned
Qhadhaffi's effores to *buy® the hosta;cs could Buggzsd in
the near future. Purcher, the Iranians &re vell auvzze that
the situation in Beirut is deteriorsting rapidly aad that
the abilicy of the IRGC to effact the releass of the
hostages vill becoae incrsesingly more 4ifficult over tims.

He have convinced the Iranians of & significant nsar temm
and long range threat from ths Sovig: Union. %We have real
and deceaptive intslligence to demonstrate this threat during
the visit, They have exprsssed considerable intsgest in

The Iranians have been tcld that their provisios of :
agsistance to Hicars is unscceptsble to us and they bhave
agreed to digcuss 8 matter in Tehran.

#e have further indicated to the Iranians that we wish to
discuse steps leading to a cessation of hostilities betwean

Iran and 1Iza

The Iranians ere well eware that their most immediate needs
are for technical assistance in maintaining their air force
and navy. We should expact that they will raise this issue
duzing the discussions ia Tehran. Purther convsrsation with
Gozbanifahr oz April 4, indicates that they will want to
raise the matter of the original 3,000 TOWs es a significant
datggrent ¢o 2 potential Soviet move agaiast Izan. They
have 2lec suggested that, if egreemant is reached to provide

The Iranians have beea told and agreed that thay will
receive neither_blame nor credit for the seizure/zelegse of
the hosgtages. -
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-~ The rasidual fundg froa this transaction &rs allocatad as
followe:

- $2 million will be usad to purchase réplacement TOWs
for the original %08 sold by Israel to Iraan for the
ralease of Eanjamin Weir. .This is the only way that we
'h:vektound to mest our commitment to réplenish these
stocks. ‘

- $12 million will be used to purchass critically needed
supplies for the Nicaraguan Democratic Resistance ’
Forces. This matsriel is essential to cover shortages
in resistance inventorises resulting froe their current
offensives and Sandinigta counter-attacka and ¢o
*bridge® the pericd between now and when Congressicnaily
approved lethal assistance (beyond the $25 millien {n
“defensive” arms) can be dalivered.

The ultimate objective in the trip to Tehran is to commence tha
process of improving U.S.-Iranian relations. Both aides are
avare that the Iran-Iraq ¥War is a major factor that must be
discussed. We ghould not, howsver, view this msating as a
gesgion which will result in immediate Iranian agreszent to
proceed with a settlamant with Iraq. Rather, this mesting, the
£irst high-level U.S.-Iranian contact in £ive years, should be
seen as 4 chance to move in this direction. These discussions,
88 well as follocw=-on talks, should be governed by the Terms of
Rafasrence (TOR) (Tab A) with the recognition that this is,
hopefully, the first of many msetings and that thé hostage issue,
onca behind us, improves the oppcrtunities for this relationship.

Finally, we should recognize that the Iranians will undoubtedly
want to discuss additional arms and commercial transactions as
"quids® for accomnodating KRN IRt B e Nicaragua,
and Iraq. Our emphasis on the Soviet mi ary and subversive
threat, & useful mechanism in bringing them to agrsement on the
hostage issue, has also served to increase their desire for means
to protect themaelves against/deter the Soviets.

RECOMMENDATION

Tﬁae the Pregident approve the structure dspicted abova under
eCurrpgnt Situation® and the Terms of Reference at Tab A.

Approve Risapprove

Attachment :
Tab A - U.S.=Iranian Terms of Reference
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RELPASE OF AMERICAN HOSTAGES IN BZIRUT

Background. 1In June 19835, private American and lsreceli citizens
commenced an operation to elfect the release of the American
‘hostages in Beirut in exchange for providing cartain factions in

lran with U.§.-origia lsraeli military asteriel. By Septgmber,
U.S. ar”® lsraeli Governmant cfficials bocame invelved in this
“endeave . in order to engure that the 086G would:

- not object to the lsraell transfer of embargoed pateriel to
Iran;

-- sell replacesant {tems to Isfael as replenishmert for like
items 80ld to Iran by israel.

‘9
On Septeaber U, the Israeli Governmeni, with the endorsement of
the 08G, transferred 508 bDasic TOW miggiles to Iran. Forty-eight
hours later, Reverand Benjemis Welr wac released in Beirue.

Subsaquent efforts by both goveramants to continue this precess
have met with frustration due to the need tc communicate our
intentions through an Irsnian expeiriate arms dealsr in Buzope.
In Jenuary 1986, under the provisions of a new Covert Aetion
Pinding, the U3C demanded s maeting with responsible lranian
government officials. .

On February 20, a U.§. Government official met vith{?
Iranian First Channel A 1--

the first direct U.5.-Iranian contact {n over five years. t
this meeting, the U.5. gide made an effort to refocus Iranian
attenticn on 2he thresnt posed by the Soviet Union and the need tc
establish & longer term relationship betvear our twe countries
based en BoTe than srms tramsactiesns. It was emphacized that the
hostage issue wag & "hurdle® which must be crossed before this
improved relaticnship could prosper. During the meeting, iv alsc
became apparent that cur coaditions/desand: had not beern accurats
transmitted to the Iranian Governmant by the intermediary and it
was agreed that; . '
= The USG would e3tablish {ts good faith and bona fides by

ienediately providing 1,000 TOW sissiles for sale to Irzar.

"hie transaction vwas covertly compleoted oa Pedruery i,

using @ private U.8. firm end ths Israeslis as intermediariss

o= A zudsequent Béeting would be held i{n Iren with senior U.S
and Izanian officials during which the 0.8. hostiges would
be releasasd.

- Irmnediately aftes tha hostagses were eafaly inm our hands, the
0.8. would gell an additional 3,000 TOM missiles tc Ilraa
using the same procedures employed duzing the Septembar 1985
transfer.

i
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In early Merch, the lrenian expatiiate {ntervediary d

Iranian conditiens for release of the hogtages nwyin:ﬁgsgdtgi‘t
prior sale of 200 PHOINIX misggiles &nd ar unspecified number of
BARPOOX mis8iles, in addition to thne 3.00C TOWS vhich would be
delivered aftar the hostages vere released. A subsaquent Rneeting
" wes held with the intermediary in Paris on Mazeh 8, vherein ¢
was explained that the requirement for prior deliveries viclated
the understandings resched ia Frankfurt on February 20, end wers
therefore unaccaptable. It vas furthar noted that the Iranian
arrcraft and ship launchers for these migsiles vere in such
disrepair that the missiles could not be launched even i provide

From March 9 until Msrch 30, thers vas no fyriher effore
undertaken on our behalf to contact the Irgpian Govarnment or th
intervediary. On March 26, [tranian rirse Crennel Al made an vhsolicited
call to the phone-drop_in Maryland vhiehr «¥ had estatlighed for
this purpose. [ 00" |asked why ve had not been in contsct and
urged that we proceed ¥xpaditiously since the situation {a Beiryut
was deteriorating rapidly. He was informed by our Parsi-speaxinc
interpreter that the conditions requiring sdditional materie) -
beyond the 3,000 TOWs were unacceptable and that we could 42 ae
case provide anything else prior te the release of our hostages.
sl 7 _Jobserved that ve were correct in our sssessmant of thei:
inabilaty to use PHOENIX and EARPCON missiles and that the 'most
urgent requirement what lras had wag ¢o piace their current EAWK
missile inventory in working cosdicien. In & subsequen: phone
czll, we agreed to discuss this matter with his and he indicated
that he would prapare an inventory of pares required to makae
their HAWK systems operztionsl. This parts list was received orn
March 28, and verified by CIa.

Current Situatiern. Or April 3, Ari Gorbanifahr, the lranian
l;ntcrnc 4Ty, arrived {n Wsashingtor, D.C. wish instructions froom

et {to consummste fingl Srrangasants for the zeturn ¢f the
ostages. Gorbanifahr was reportedly enfranchised to regotiate
the types, quantities, and delivezy procedures for materiel the
U.S. would sell to Ires through Israsl. *ne neeting lasted
nearly all aight on April 3-4, and involved nuserous calls ¢o
Tehzan, Unfortunately, buresucratic dalay vithim the Department
of Justice prevented issuing the PISA ceurt order for wire-tap
surveillance of thase calls or his subsequeat ¢3lls todsy. WNone
of higs calls vere mcnizered. A ?arsi-speaking CIA officer in
attendance vas able to verify the substance of his calis te
Tehran Quring the meating, S8Subject to Precidential approval, {t
vas agreed to proceed as foilows:

- 8y Konday, April 7, the Iranian Govarnment will transfer
$17 million to an Israeli accoun: in Switzeriand. The
Israelis will, in turn, trensfer tc & privetas U.S.
corporation account in Switterland the sus of $1% 2illion.
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~- on Tuesday, April € (or as soon ag the trTangacuionsg are
verified), the private U.S. corporation will transfer:
$3.85) million to & CIA account in Switserlend. CIA will
ther transfer this gum 2o & covert Depertment of the Arzy
accouns: in the U.S. )

.- On Wednesday, April 9, the CIA will cormence procuring
$3.651 million vorth of BAWK missile parts 40 ssparate
iine {tems) and transferring thegs parts cc

4 CIA facility This proc<ess is
estimated to take severn working “days.
r{:he CIA facxli:yJ

- On rFriday, April 13, a private U.8. rereft (707B) will
pick-up the HAWX missile parts at{ Jand f1y them to a
covaert Ilsraeli sirfield for preopositioning (this fiald was
used for the earlier delivery of the 1000 TOWs). At this
f£iald, the pazts wvill ba transfarred to an Iszael!{ Defense
Forces' (IDF) aircraft with false markings. A SATCOM
capability will be positioned at thig location.

- on Satyrday, April 19, HcFarlane, North, Teichsr, Cave,
asemchLAo{ﬁcuzi and & SATCOM coamunicator will board ¢ CIX siecraf:
| ir Frafkfurt, Germany, enroute to Tehrs-. tf

.- on Sunday, April 20, the followinc series of events will
oCCur:

- U.S. pirty arrives Tshras (A-hour) -- met by
Rafsanjeni. as head of the Iranian delegation.

- At A+7 hours, the U.S. hostagas vill be released in
Beiruc.

- At A+lS hours, the IDF sircraft with the HAWX missile
parts aboard will lend at Bandar Abbas, Iran.

Discussion. The folicwing pointe are relevant %o this
transacsicn, tha discussions in Izan, and the a3cadblishment of a
broades ralationship betwean the Onited Stazes and Izan:

-- The Iranisns have been told that cur presence in Iran is a
‘holy ccamitment® on the part of the D86 that ve gre sincer:
and can be trusted. There {3 grest diszrust of the U.S.
among tha various Iranian pertigs iavolved, Without our
presence on the ground in Izran, they will not believe that
we will fulfilil our end of the barqain after the hostages
ars released.




- o

The lranians know, probadly bettar then we, that both Arafa-
and Qhadhaffi are trying hard to have the hoszages turned
over to thez. Gorbanifahr specifically mentionad that
Qhadhaffi‘'s efforts to *buy’ the hcstages could succsed in
the near future. PFurther, the Iranians are wvell avare that
the situation iz Beirut {s deteriorating Tapidly aad that
the ability of the IRGC to effect the release of the
hostages vill become increasingly more difficult aver time.

We have convinced the Iranians of a sigunificant near tere
and lcng range threat: from the Soviet Union. We have real
ané daceptive intelligence to demcnstrate this threat durinc
the visit. They have expresssd considerasblie {ntersst in
this satter as part of the loenger term relstionship.

We have told the Iranians that we are {nterested ia
assistance they iy be villisg to provide to the Afghan
rTecistance and that we vigh to discuss this matter {a
Tahran.

The Ilranians have bean told that their provision of
asgistance to Nicaragua is unacceptable to us and thay have
sgreed to discuss this matter in Tehran. i

We have further indicated to the lrazians that we wish to

~ discuss steps leading to & cessation of hostilities batveen

Izan endé Ilraq.

3

The Iranians are wall avare thet their most izmadiate needs
&re {or technical sssistance in maintaining their air force
anc navy. ¥e should expect that they wvill raise this issue
during the discusgsions is Tshran. Purther conversation wit
Gorbanifadr on April ¢, indicates that hey will wamt to
raice the matter of the eriginal 3,000 TOWs a8 a significan
daterrent to & potential $oviet move aqainst Iraa. They
bave 8180 suggested that, 4if agreement i3 reeciied to provid
the TCNs, they will make 200 cut of each 1,000 avaiiable to
the Afghan zesistance and 2rsin the resiztance forcas in ho
tc use tham againast the 8oviets. We have agreed toc discuss
this Bstter.

The Irariang have been teld and sgreed that they will
raceive neither lame nor credit for the seizura/release of
the hogtages.

P



- The residual funds from this transaction &re allocated as
follows: :

- $2 million will be used to purchase replacement TOWs
for cthe oriqinal 308 scld by lsrael to Iren for the
relcase of Benjedin Weiz. This is the only wey that we
havekfound RO BO@% our commitment to replsnish ese
stocks.

- $12 millior vill be uged to purchase critically nesded
supplies for the Wicaraguan Damocratic Rasistance
Forces.:. This materiel is essentigl to cover shortages
in resistance iaventoriss rosulting Zroem their curren:
cffeansives and 3andinists counter-ettacks and <o
‘bridge’ the period betvean aov and when Congressionall
spproved lethal assistance (beyond the €25 million in
*defensive’ arms) can b dalivered.

The ultizate objective (n the ¢zip to Tehran (s to ccemence the
process of improving U.S.-Iranian relations. Both sides are
evare nat the lran-lraq War is & major fector that sust bs
discussed. We ghould not, hovever, viev this meeting as o
session which will result in {smediate Iranian agreasment to.
proceed with a settlament with Irsq. Rather, this meeting, the
first high-level U.S.-lranian contact in five years, should ba
seen as a chance to Bove in this direction. These discussions,
as well as follow-on talks, should be governsd by the Terms of
Reference (TOR) (Tad A) with the rescognition that this i3,
hopefully, the first of many meetings and that the hostage issue,
once behind ug, improves the opporecunities for this relationship.

Finally, we should reccgnize that the Ilranians will undoubtedly
want to discugs additional arms aad cosmaercial transactions as
‘quids® for accommodating our poiats on Afghanistan, Nicaragua,
andéd Iragq. Our emphasis on the Sovie: military and subversive
threat, a useful mechaniss ip brisging them to agreaszent on the
hostage issue, has alsc served to increase their desire for msans
to protect themselvas against/deter the $oviets.

RECOMMENDATION

That the President spprove the structure depicted above under
‘Curzent 8ituation® and the Tearms of Refarence at Tab A.

Approve Disapprove

Attachment
Tab A - U.S.-Iranian Tarms of Referencs
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AZLZAST OF AMERICAK HOSTAGES IN BEIRUT N 7515

Background. 1n June 1965, private American and Israeli citizeng
commenced. an operation to effect the release of the American
hostages n Beiruz in exchange f0z providing certain factiens in
lran vith U.S.-origin isrseli Bilicary msteriel. By Septambecr,
U.S. and israeli Goverament ¢2ficials became 1avolved in this
endeavor in order to ensure that the USC would:

-= not object to the lsraeli zransfer of ambargoed materiel tc
iran;

.= sell replacesmant itams to lsfaul as replenishment for like
items gold te lran by Israsl.

%

On September <, che Isreeli Governmane, with the endorsement of
che USG, transferred SC8 basic TOW missiles to Izan. Forty-eigh:
houzrs latez, Reverend Benjamin Weir wee releasad in Beirut.

Subsequent ef{forts by both governmants 0 continue this process
have met with {rugstzation due to the need to communicsale ouy
intentions through an lranian azpatriate arms dealer in Europs.
in January 1586, under the provisiona of & nsvy Covert Action
rinding, the USG demanded a meoting with respensible lranian
government officisls. :

-

On February 20, a8 U.S. Government official met with;

%‘u girst direct U.S.-Iranian contact in ovar five years. Ac
this meeting, the U.S. side made an effort to gefocus Ilranian
sttention on the ¢hreat posed by the Soviet Union anéd the need
estadblish a longer tere relationship betwaen our two countries
based on more than ares transactions. It vas emphasized that th
hestage issue was a “hurdle® which must be c¢rossed before this
improved relaticnahip eould prosper. During the meeting, iv als
became apparent that our conditions/demands had not been &ccurat.
transaitted to the Iranian Government by the interzediary &nd it
wag agreaed that:

e= The USG would astadlish i{ts gcod £sith and bona fides by
impediately providing 1,000 TOW missiles for sale to Iren.
This crarsaction was covartly completed on Februatry 21,
using a private U.8. fizm and the Israelis a3 intermediaris

co A sudbsequent mesting would be held in Iran with senior U.S
anéd Iranian officials during which the U.8. hestages would
be released. '

- irmediately after the hostages wece safely i{n our hands, t!
U.8. would s2ll an additicnal 3,000 TOW missiles to Iran
using the saze procedures employed during the Septambar 19!
tzansfecr.
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in early March, the lranian expacciate intermedisry demsnded that
irznian ceonditions fer relsagse ¢! the hostages nowv ineluyded the
prior sale of 200 PHOENIX missiles and an unapecified number of
RARPOON misgiles, in addition to the 3,00C TOWs whier would be
delivered after the hostages vwere relessac. A subjgequant meecing
vgs held with the iategmpediary in Paris or HMazeh 6, vherein it
vas explained that the reguirement £0r prior deliveries violaced
the undezrstandings reached in Frankfurt on Fabruary 20, and ware
therefore unacceptable. It was furths: noted that the Iranian
aizcreft and ship launchers for these =issiles were in such
disrepair that the ®issiles could not be launched even if provided

From March % until March 30, there vas nc furihar elfore
undertaken on cur dehalif to gentact the_Iranien Goversnment or the
internediary. On Mazeh 26C . xmade an ungolicited
call to the phong-drop in Maryland whill ve had established for
this purposa. /[ psked why wve had not been ia contact and
uzrged that we¢ proceed expeditiously since the situation ia Peirut
wvas deteriorating rapidly. He was informed by our Parsi-speaking
interpreter that the conditions requiring additional materiel
beyond the 3,000 TOWs were unacceptable and that wa could ia no
se provide anything else prior te the relesse of our hostéges.

<: bserved that we wore correct in our assessment ©f their
inabiliTy to use PHOENIX and EARPOON misgssiles and that the =2cse
urgent requiremsant that Ilrar had was toc place Neir current HAWX
pissile 1avVentory in working cendition. 1ln & subsequent phcne
call, we ayreed to diacuse this matter vith him and he indicated
that he vould prepare an inventory ©f parts required to make
their HAWK gystems operational. This parts list wvas received on
March 28, ané verified by CIA.

Current Sizuatior.. On April 3, Ari Gerbanifahr, the Iranien
termediary, arrived in Weshington, D.C. with instructions f{roc
gﬁi& to consurmmate final grrangamants for the return of the
oszages. Gorbanifahr was reportedly enfranchised to negotiate

the types, quantitiss, &snd daelivery procedures for materisl the
U.S. would gsll to Izan through lsrael. The meeting lasted
fnsarly all might or April 3~4, and involved numercus calls to
Tehran.

. A Parsi-speaking CIA ofificer in
actendancs vas adle 2o varify the substance of his calls to
Tyhran during the meeting. Subject to Presidential appzoval, it
waz sgrsed to procsed as follows:

<= By Monday, April 7, the Iranian Government will transfer
$17 million to &n Israeli account in Switzerland. The
Israelis.will, in turn, transfar to & privace U.S.
corporation account ia 3witzerland the sum of $15 millien.

SENSITIVE
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-= OR Tuesday, April 8 (or as socon as the transaciions are
verified), the private U.5. corporation w1ll transter
€3.6%]1 million to & Clh account :n Switzeriand., CIA will
ther transfer cthi:s sum to a cover: Department of the Army
accouns in the U.S.

- On Wednesday, April 9., the CIA will cosmence procuriag
$3.6%1 millioa wvorth of HAWR missile parte {240 gsparate
line items) and transferrinc thase parts toQEEEES

This proc
estimatad tc take seven working deys.

3 is

.= On Friday, April 18, a private U.S. aircraft (7078) will
pickeup the #AWX miesile parts( and fly tham to a
covert Israsli aizfield for prepositioning (this field was
used for the earlier delivery of cthe 1000 TOWs). At this
£igld, the parts vill bs trensferred te an lsrasli Dafanse
Forces' (IDF) aircraft with falge mazkings. A SATCOM
copabilicty will be pogitioneé at thisg locatioen.

-~ On Seturday, April 19, McFarlane, North, Teicher, Cave.
.and a SATCOM communicator will bosagpd a CIa aireraf:
ir Trankfurt, Germany, enrcute o Tehran.

. p)
.- on Sunday., April 20, the following serzies of events will

oceur:

- U.S. party arrives Tahran (A=hour) == 2et by
Rafgsanjani, &s head of the Irenian delegation.

. At A+7 hours, the U.S. hostages vill be released in
geirust.

- At A+l1S hours, the I1DF aircraft with the HAWK missile

parts abosr’ will land at 3andar Abbasg, Irfan.

Discussien. The folloving points are relevant to this
Transaction, the discussions ir lran, and the establishmerit of a
broeder relationship betveen the United States and lraa:

-c The Iranians have beaen told that our presence in Izan is a
*holy commitmant® on the part of the USG that vc are gincere
and can be trusted. There is great distrust of the U.S.
among the vaerious Iranian parties involvad. Witheut our
presence on the ground in Izan, they will not balisvs that
we will 2ul€ill our end of the bargain aftecr the hoctages
aze relsased.

SENSITIVE
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further, the Iranians &re well aware tha:
the situatien Beirut is deteriorating rapidly and shas
the ability of the IRCC to effec: the release of the
hostages will become increasingly more difficult ever time.

He have convinced the lranians of a significant near cerm
and long zange threat from the Soviet Union. He have rfeal
anéd deceprive intelligance 0 demongtrate this threagt during
the visit. They have axpressed consideradle interess in
this patter as part of the longar term relatioaship.

e have told the Iranians that we are interasted ia
assisztance they may be willing to provide to the Afghan
residtance and that ve vigh te discuss this mazter in
Tehran.

The Iranians have been told that their provision of .
asgistance to NicCaragua 13 unacceptable to us and they lhave

~agread to discuses this metter in Tehrask.

We have furthaer indicated o the Iraznians that ve vish to
discuss steps leading 2o 8 caessazion ¢f hostilities bstweern
irer and Irag.

-

The Iranians are vell aware that their meost izmmediate naeds
nre for technicel &sgigtance in mainceining their air force
anéd navy. We 2hould expect thas they will raise this i1ssue
during the discusgions in Tehzan. Further conversation with
Gorbanifashr on Apzil ¢, indicates that they will want to
raise¢ 2he pacter of the original 3,000 TOWe a8 & significans
deterrent tTO & potsential Soviet move against Iran. They
Bave also gested that, ${f agreeamant is rsached to provide

the

-y We have agraed to discuss

fhe Izanians have besen told and agreed that they will
receive neither _hlase nor cradit for the seizure/release cf

the hostages. ¢

\
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. The residual funds from this tra2nsaction are allocaced as
gollews:

- $2 ®illion will be used to purchase replacamsnt TOWS
for the original 508 sold by Israel to Iran for the
release of penjamin Weir. This is the ofly way that we
n:v;kfaund te Deet OUr cemmitment TG feplanish chese
stocks. A

- $12 million will be used 20 purchase critically needad
supplics for the Nicarsguan Democretic Resistance
Fogces. This materiel is essentisl to cover shortages
in resistance inventorist resulting €roe their currens
offensivas and Sandinista counter-attacks and o
‘bridge® ths period betvesn acw and when Congressional:
approved lethal ssesiscance {beyond the $2% million in
‘dafensive® arma) can be deliversd.

The ultimate 2bjective in the trip to Tehran is te coemence the
process of improving U.S.-Iranian zelstions, Both sidec are
avare that the lran-Iraq War is & maj)er £zcior that aust be
digscussed. We should not, howaver, view this megting ag 3
segsion waich will resule in immediate Iramian agreement tO
proceed with a settlement with Izeq. Rather, this meeting, the
first high-level U.S.-lranien contact in fivs years, should Dde
seen &8 a chance to move ia this direczaion. These discussions,
as wvell a3 follow-on talks, should be governed by the Terms of
Refarence (TOR) (Tad A) with the recognition that this is,
hopefully, the first of many meetings end that the hostage issue
once behind us, improves the opportunities fcr this relationshi;

Finally, we should recognize that tha Iranians will undoubtedly
want tc discuss additional arme aad commercial transactions as
*quids® for accammodsating( » Nicaragus,
ard lrag. Ouz exphasis on tha Scviet military and ‘subversive
thraat, & ussfyl mechanisa in briaging them to agreement on the
hostage issue, has also servad to incraase their desire for mean:
to protect themselves ggainst/deter the Soviets.

RECOMMENDATION

That the President approve the structuras depicted sbove under
°Current Situation® and the Teras of Refarence at Tadb A.

Approva Digapprove

Attachment .
Tab A ~ U.S.~lranian Terms of Reference
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- { RELEASE OF AMERICAN HOSTAGES IN BEIRUT N 590

Backegrounéd. .In June 1985, private American and Israeli citizens
commencec Ar Operazion tec effect the relasase of the Amer:can
hostages ir Beirut ir exchange for providinag certain factions .n
Irar witk U.S.-origin lsrael) military msceriel. BY September,

C.S.

and ‘israeli Government officials became involved in th:s

endeavor ir order tc ensure that the USG would:

not object to the lsraeli transfer of embargoed materiel to
Iran;

sell replacement items to lgrael as replenishment for like
items sold to Iran by Israel.

)
On September ', the lsrzeli Govermnment, with the endorsament of

the

USG, transferred 508 bagic TOW missiles to Irxran. Forty=-eigh=

hours later, Reverenéd Benjamin Weir was released in Beiruc.

Subsequent efforts by both governments to continue this process
have met with fruscraticn due ¢te the need to communicate our
intentions through ar Iranian expatriate arms dealer in Europe.
Ir January 1986, under the provisions cf a new Covert Action |
Finding, the USG demanded a mezting with responsible Irzanian
government officialsz.

the firs: direct U.S.-lranien contact in over five y€a

this meezing, the U.S. side made an effort to refocus Iranian
atzention on the threat posed by the Soviet Unicn and the need to
establish a longesr terw relationship between our two countries
bagsed or. more than arms transactions. It was emphasized that the
hoszage 1ssue was & "hurdle® which must be crossed befcre this
inproved relationship could prosper. During the meeting, it alsc
became apparent that our conditions/damands hsd not been &ccuracel
cransm:zted tc the Iranian Government by the intermed:iary and it
wvas agreed that:

- -

20P—SECRET
Declassify: OADR

The USG would establish {ts gocd faith and bona fides by
irmediately providing 1,000 TOW missiles for sale to Iran.
This transactiocn was covertly completed on Fabruary 21,
using a private U.5. firm and the Israelis as intermediaries.

A subseguant mseting would be held in Izan with seniocr U.S
and Iranian officials during which the U.S. hostages would
be released.

Irmediately after the hostages were safely in our hands, the
U.S. would sell an additicnal 3,000 TOW missiles to Iran
using the gsame procedures smployed during the September 1985
transfer. D Y
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In early March, the lranian expétriate intermedisry demanded that
Iranisn ~~nditions for releagce of the hoscages acw included the
prior - - ©of 200 PHOEZNIX missiles and ar ungpecified nusber of
RARPC . «3:88iles, in gddition to the 3,00C TOWs which would be
delir ", €¢ after the hostiges were released. A subsequent meeting
wac held with the intermediary if Paris or March 8, whereirn i
was explainac that the requirsment for prior deliveries violated
the understandings reachad in Frankiurt on February 20, ané were
cherefore unacceptadbles. It was further noted that the Iranian
aireraft and shap launchers for these missiles wer2 in guch
disrepair that the migssiles could not be launched even i1f previde

From March § until March 30. there was no further effore
undertaken on our behalf to‘cox~;ct th, Rgn s an Govarnment or the
.~ intermediary. On March 26, SNEEREE RS nade an unsolicited
call to the phone-drop in Mary and v xch ve had established for
_~ this purpose. g PINEY asked why ve had not been in contact and
urged that we Y rxpeditiously since the situation in Bairue
wvas deteriorating rapidly. He was informed by our Farsi-speaking
interpreter that the conditiong requiring additional matariel
beyond the 3,000 TOws were unaccepzable and thaz we could in no
,,5§g‘-rcy1de anything else prior te the release of our hostaga:
BRI cocerved that we were correct in our assessmen: of thea:
' © t0 use PHOENIX and HARPOON misgsiles and that the =:ost
urqent reguirement that Irar had ves to place their curzrent HAWK
migsile i1nveniory in working condition. In a subsequent phone
cal., ve agreed to discugs this matter with him and he indicated
that he would prepare an inventory of parts required tc make
their HAWK systems oparational. This parts list was received er
March 26, and veraified by CIA.

Currern: Situation. Or April 3, Ar: Gorbanifahr, the Iranian
»ﬁ‘terme- ary, arrived in wWashkingtor, D.C. with instructions froz

)

i - consuxmate final arrangements for the return of che
szaged. Gorbanifahr was tepottodls enfrenchised to negotiate
the types, quantities, and delivery procedures for materiel the
U.5. would sall to Iran th:ouqh Isreel. The sesting lasted

nearly &l night on April 3-{, and involve¢ numerous calls to
Tenrar % " i

R BB A Farsi-speaking CIA officer in
"attendance wagz able to verify the substar~e of his calls to

Tehran during the Beeting. 49 Prisidencial approval, i
wss agreed te procesd as Sellowss’

== By Monday, April 7, the Iranian Government will transfer
317 miliion %o am Israeli eerount-in Switzerland. The
Isreelis will, in turn, transfer to & pzivats U.E.
corporation account in Switzerland the sum of $13 =illien.

SENSITIVE
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- Or. Tuesday, April & (or as soon &85 the transactions are
verified), the privace U.S. corporation will transfer
€3.6%: million to g CIA account in Switzezland.  CIA will
ther 2ransfer thi:s sum to a covert Department of the Asmyv
gccouns ir the (.85,

o= Or Wednesday, April 9, the CIA will commance procuring
$§3.65. million worzh o! BANX gpissile parcts (240 ne-n:atg
line z:emsl and ttansterh,.- these partes to A e

o A R ey This Process is

lyﬁ.

o take*scvcr wo:kanw

- estimaie""

- Oon Fraiday, April 18, a private U.S. aircraft (7078) will

. pick-up the HAWK missile parts at‘iﬁi’and fly them to a
covert Israeli airfield for prepesitioning (this field was
usad for the earlisr delivery of the 1000 TOWe). At this
field, the perts will be transferred to an Iszaeli Defense
Forces' (IDF) aizcraft with false markings. A SATCCM
capability will be positioned at this location. -

e}, Satutday. April 19, McFarlane, North, Teicher, Cave,
DETSREES ancd a SATCOM comeunicator will boaréd a CIA a;rctaf-
i;Jcnroute‘tchthrar. ;Aﬁj' PR

-- On Sunday, April 20, the follouing series of events will
© oeeur:

- C.5. party arriveg Tehran (A-hour) -- met by
Rafsanjani, as head of the Iranian delegation.

- At A+7 hours, the U.§. hostages will be released in
Beirut.

- Az A+l% heurs, the IDr aircralt with the HAWK missile
parts nbotzd will land at Bandar Abbas, Izan.

Discussion. The fellowing points are relevant to this
transaction, the discussions ir lran, and the astablishment of &
broader rslationship becween the United States and lran:

.- The Irarnians have been told that our presence in Iran iz a
*holy commicwment® on the part of the USG that we are sincere
and can be trusted. There is great distrust of the U.S.
among the various Iranian parties invelved. Without our
presence on the ground in lran, they will not believe that
ve will fulfill our end of the bargain after the hostages
are released.

- N peo
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orbanitahz cpccxtzcally mentioned thas

Qhadl IFriores to “buy® the hostages could succeed in

the htlt future. Further, the Iranians are vell! aware thac
the situation ir Beirut i1g deteriorating rapidly and tha-
the ability of the IRGC to effect the release >f the
hosteges will become incressingly more difficult over cime.

¢ have convinced the lranians c¢f a significant near terw
and long range thrast from the Soviet Unien. He have rea.
ané deceptive intelligence to demonstrate this threat during
the visit. They have expressed considerable incerest in
this matter as part of the longer term relationship.

The Iranians have been told that thair provigion of
assistance te Nicaragua 13 unacceptable to us and they have
acreec to discuss this matter in Tehran.

We have further indicated to the Iranians that we wish ¢
discuss steps lcad;ng_tola ceasat;on of hostilities becweer

The Iranians are wel. aware that their most i1mmediate needs
are for technical assistance in maincaining their air force
and navy. We should expect that they will raise this i1ssue
durang the discussions ir Tehran. Further conversatior wit!
Gorbanifahr on April 4, indicates that they will want to

raise the matter of the original 3,00C TOWs as & significan:
deterzent to & pozential Soviet move against Iran. They

have also ¢ d_that, if agreement is reached to provid

tne TOWs

The Izranians have besn told and ggread that they will
geceive neither bleme nor czedit for the seizu lease of
the noszages. @
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.- ?ha;fnsi;ual funds from this transaction are allocated as
gollows:

- $2 millior will be used to purchase zeplacement TOWs
- for the original 508 sc'4 by Israel tc lran foz the
release of Benjamin Weiz. This is the only way that we
havektound tC mest our commitment to reéeplenish these
stocks.

- $12 million will be used to purchase critically needed
cupplies for the Nicaraguan Democratic Resistance
Forces. This matariel is sssencial to cover shortages
in resistance inventorias resulting frorm their currenc
cffensives and Sandinigta counter-attacks and to
‘bridge® the period between now ané when Congressionall,
approved lethal assistance (beyond the $25 million in
defensive’ arms) can be delivered.

The ultimate cbjective in the trip to Tehran is to commence the
process of improving U.S.-Iranjan relations. Both sides are
aware thas: the Iran-Irag War is a mejor factor that must be °
discussecd. We should not, however, view this meeting as a
session which will result in immediaze Iranien agreement to
proceed with a settlement with Irag. Rather, this meeting, the
first high-level U.S.-Iranian contact in five years, should be
seer as a chance tc move in this directicon. These digcussions,
as well as follow-on talks, should be governed by the Terms of
Reference (TCR) (Tab A) with the recogniticn that this is,
hopefully, the first of many meetings and that the hostage issue,
once behind us, improves the opportunities for this relationship.

Finally. we should recognize that the Iranians wil. undoubtedly
want to cdiscust @dditional arms and commercia. tIansactions as
quids” for accommodating SN G TR Nicaraqus,
ané Irag. Our emphasis on the Soviet military an ubversive
threat, 2 useful mechanisga in bricging them to agreement on the
hostage i1ssue, has also served ¢o increase their desire for means
to protect themsalves against/detser the Soviets.

RECOMMENDATION

That the President approve the structure depicted above under
eCurrent Situation® and the Tezms of Referancs at Tab A.

Approve _____ Disapprove

Attachment
Tab A - U.S.-Iranian Terms of Reference
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