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July 20, 1982 

Dear Admiral Collins: 

I wish to acknowledge, for the President, your letter of 
June 21 expressing your concern about Iran and a conflict 
with Iraq. 

Your suggestion that the President meet with Admiral Kamal 
Habibollahi, RADM N. Movaghari and captain Sivoeh sotudeh 
is appreciated, but, in the light of the heavy demands on 
his schedule this cannot. be arranged. It is recommended, 
however, that you be in touoh with the Iran Desk at the 
Oe,partment of State about a meeting there with these pro­
American Iranians. 

With our best wishes, 

Sincerely, 

WILLIA.l.1 K. SADLEIR 
Special Assistant 
to the Pre4ident 

Rear Admiral F. C. Collins, Jr., USN 
2590 Nicki Lane 
Alexandria, VA 22311 

WKS/MR/las --

cc: ✓--Michael O. Wheeler (NSC File #4727) - FYI 

• . , 
f 



Dear Admiral Collins: 

I wish to acknowledge, for the President, your letter 
of June 21 expressing your concern about Iran and 
a conflict with Iraq. 

Your suggestion that the President meet with Admiral 
Kamal Habibollahi, RADM N. Movqghari and Captain Sivosh 
S~ udeh is appreciated, but, in the light of the heavy 
demands on his schedule this cannot be arranged. 
It is recommended, however, that you be in touch with 
the Iran Desk at the Department of State about a mee~ing 
there with these pro-American Iranians·. 

With our best wishes, 

FJR:mhr 

inf copy to Michael 0. Wheeler (NSC File #4727) 
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

July 12, 1982 
,,.._ " 

/' 

MEMORANDUM FOR FREDERICK J. RYAN 

FROM: 

SUBJECT: 

MICHAEL O. WHEELER ~W 
Request for President to Meet wit • • 
F.C. Collins, Jr., RADM, U.S. Navy 
and Last Chief Adviser to the Commander 
in Chief of the Imperial Iranian Navy 

I 
/ 

/ 

Due to the heavy demands on the President's schedule, we 
recommend that the President not meet with Admiral Kamal 
Habibollahi, RADM N. Movaghari, and Captain Sivosh Sotudeh 
as requested by Admiral Collins. Instead, we recommend 
that Admiral Collins be in touch with the Iran Desk at the 
Department of State. 



Re 4727 

NATIONAL SECURITY COUNCIL 

July 12, 1982 

TO: MICHAEL O. WHEELER 

FROM: GEOFFREY KEMP 

The attached memorandum is for 

your signature to Frederick Ryan. 
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TO: 

FROM: 

SUBJ: 

THE WHITE HOUSE 

WASHINGTON 

WILLIAM CLARK-,t---

FREDERI CK 1., RYAN, JR., DEPUTY DIRECTOR 
PRESIDENTIAL APPOINTMENTS AND SCHEDULING 

REQUEST FOR SCHEDULING RECOHMENDATION. 

JULY 2, 1982 

PLEASE PROVIDE YOUR RECOMMENDATION ON THE FOLLOWING 
SCHEDULING REQUEST UNDER CONSIDERATION: 

EVENT: 

DATE: 

:!:..:0CATION: 

BACKGROUND: 

Meet with F.C. Collins, Jr., RADM, U.S. 
Navy - last Chief Adviser to the Commander 
in Cheif of the Imperial Iranian Navy 
(May 78 - Aug 29) 

The White House 

See attached 

YOUR RECOMMENDATION: 

Accept __ Regret~ Surrogate Message __ Other 
Priority 
Routine --

IF RECOMI'liENDATI0N IS TO ACCEPT, PLEASE CITE REASONS: 

RESPONSE DUE 7-12-82 TO Fred J. Ryan 
---------- --------------



THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM JULY 2, 1982 

TO: 

FROM: 

SUBJ: 

,,,. WILLIAM CLARK'JL--

FREDERICK 1., RYAN, JR., . DEPUTY DIRECTOR 
PRESIDENTIAL APPOINTMENTS AND SCHEDTJLil-JG 

REQUEST FOR SCHEDULING RECOl·LMENDATION. 

PLEASE PROVIDE YOUR RECO.MMENDATION ON THE FOLLOWING 
SCHEDULING REQUEST UNDER CONSIDERATION: 

EVENT: 

DATE: 

!.,OCATION: 

BACKGROUND: 

Meet with F.C. Collins, Jr., RADM, U.S. 
Navy - last Chief Adviser to the Commander 
in C~ f of the Imperial Iranian Navy 
(May 78 - Aug 29) 

The White House 

See attached 

YOUR RECOMMENDATION: 

Accept __ Regret __ Surrogate Message __ Other 
Priority __ 
Routine 

IF RECOM.lv'iENDATION IS TO ACCEPT, PLEASE CITE REASONS: 

RESPONSE DUE 7-12-82 TO Fred J. Ryan 
---------- --------------
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21 June 1982 
t Q \ ~ ,UJ v-,e..A\,'1-•'fJ"'. 

~~ ... tx~,,.,.~ 
2590 Nicki Lane 
Alexandria, VA 22311 

Honorable Ronald Reagan 
President, United States of America 
White House, 1600 Pennsylvania Avenue 
Washington, DC 20500 

Dear Mr. President: 

Oo~r::1~~ u .._· ,J ..,.. ·-· 

This is my second communication with you, the first written l\ 
shortly after you assumed office in 1981. I admired and 
endorsed your program for a strong defense and an undercontrol 
economy then, and I continue to believe both are essential to 
our economic and military survival. 

)

Your straightforward reassurance to the NATO Summit leaders off 
your desire to strengthen the peace options Russia is forced 
into by a strong and resolute United States, vice pushing the 
Soviets into a conflict, was well stated. 

Support of the United Kingdom in the F~l kland dispute was a 
particularly difficult choice, but one which I believe was 
correct in that-~~e:--~ e--n~ed--;~ring Britain and 
Argentina to a reasonable agreement is essential to your game 
plan of strengthening positive relationships with our latin 
neighbors everywhere. 

While Israel's move against the PLO in Lebanon was untimely 
visa vis your European visIT;- f rom a tactical point, it was 
patently effective. I trust we will allow them to neutralize 
the PLO and remove further motivation for Syrian envolvement. 



The remaining area which concerns me is the Iran/Iraq conflict. 
While we may take comfort in the fact that Western weaponry has 
been the deciding factor in each of the three recent engagements, 
I fear Iran's designs, flushed by her unexpected victory over 
Iraq, may extend beyond her borders. I believe the history of 
Khomeini's actions since 11 Feb 1979 have substantiated two 
characteristics which support such a presumption; viz (1) 
irrationality by Western standards and (2) dedication to purpose. 

As the last Chief Adviser to the Commander in Chief of the 
Im~~ial I-;~~ Navy (May 78 -:-Aug79) ,-~ ~h avingl i ;Ted part 
of tlierevo! ufion;-f •~ve ~f~ its unbelievable expansion and 
endurance closely. Additionally, I've extended a compassionate 
friendship to my Iranian colleagues who were forced to flee Iran, 
and in return they have kept me informed of events within Iran. 

In view of Khomeini's reign of terror, exacerbated by the economic 
chaos and war casualties, there exists a concensus among my Iranian 
friends that Iran is ripe for counter revolution. A number of 
factions have organized to bring it to pass, however all require 
reassurance that such action would not be counter to U.S. policy 
or desires. (Our initial support of Khomeini, our lack of 
decisive action re the hostages, and then, most recently, our 
purchase of Iranian oil leaves them understandably confused about 
the true essence of our Iranian policy). 

:t_ is my C:2!1.!i:i.fie:r-ed..-opj.nion that, Jte_!l~~siJ ~<m ~s .. ~ f l;' i.em,.d and ally. 
It seems obvious that any lessening of his "hate America" campaign 
is inimicable to Ayatollah Khomeini's best interests, yea survival! 
I further believe the counter revolution must come from within 
Iran led by Iranians. Concurrently, I believe those inside Iran 
must have outside assistance - again by Iranians. However, neither 
element will make a move until convinced the United States supports 
such action. 

Would it not be better to indicate such support now, rather than 
being forced into armed intervention should Iran desire to continue 
through Iraq to Saudi Arabia? Even now, Iran and Syria are arguing 
about which of their hand picked men will succeed Sadam Hussein in 
Iraq. 

2 
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I r~ pectfully ;3uggE:_,st ~~u mig?! 5..i_'!:~--some of my_Iranian tri,en 
an audience. If it is not politically feasible for you to do so --personally, perhaps key members of your national security council 
and State Department might give ear to someone like Admiral Kamal 
Habibollahi, former Iranian Navy CINC, RADM N. Movaghari, and 
Captain Sivosh Sotudeh who just recently escaped from Iran. 

I have been impressed by your decisiveness and ability to make 
hard decisions. It is my belief that the decision to hear patriotic 
pro-American Iranians would certainly be in our nation's best interest. 

I shou! _d_ 9e h~J?,l' 
,_ ~esj _:r:~ili ll · 

3 

·~ .. concur in ~i_ts 

Very respectfully, 

Jy 
RADM, U.S. Navy 
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MEMORA1'.'"D UM 

NATIONAL SECURITY COUNCIL 
C4tJ7/ 

__ -:_ r-~otJt/ 

June 22, 1982 

o tt--~ 
MEMORANDUM FOR RONALD K. PETERSON 

FROM: 

SUBJECT: 

MICHAEL O. WHEELER ~u) 

State draft le islation, 
the "Iran Claims Act" 

Attached at Tab A is a bill to authorize various agencies 
of the Executive Branch to take certain actions in 
furtherance of the settlement of claims between United 
States nationals and the Government of Iran pursuant to 
the Algiers Accords of January 19, 1981. 

We have no objection to the presentation of this proposal 
for the consideration of the Congress. 

Attachment 

Tab A - Proposed bill 

F'~CCJ3 
~ G 
F6tJI/ 

r t3uOb I~ 



Re 4329 

NATIONAL SECURITY COUNCIL 

June 22, 1982 

TO: 

FROM: 

MICHAEL O. WHEELER 

GEOFFREY KEMP 1v 
The attached memorandum is for your 

signature to Ronald K. Peterson. 

~ 

eot-~,jzz)frl.-

O'l 

&.-l~"l-



TO: 

SuoJSCT: 

'.t'•ASHINCiCN, D.C. 20503 

June 21, 1982 SPECIAL . 
LEG I SLJi.T IVE RE::::R..:ui.L MEMO?J<.NDUM 

Legislative Liaison Officer­

Department of the Treasury 
Department of Justice 
Foreign Claims Settlement Commission 
Federal Reserve Board / 
National Security CouncilV 
Department of Commerce 

State draft legislation, the "Iran Claims Act." 

The Office of ~anagement ana Buoget requests the views of your 
2se~cy on the ~~o~e subject before advising on its relationship to 
t~e piogram of the ?resident, in accordance with 0MB Circular A-19. 

~ resporise to this request for your views is needed no later than 
-= C.O.B. FRIDAY, JUNE 30, 1982. 

Questions should be referred to 
~he legislative analyst in this 
( 395-4580 ) . 

:::.closures 
cc: Jim Barie 

Roger Greene 

Tracey Lawler 
t: .t: • ;.. o.L.. .. 1ce, or ... o 

( 395-4710 ) , 
Bruce Sasser 

~ic-Br-~ 
RONALD K. P£T~RSON FOR 
KSsistant Dir~ctor for 
Legislative Reference 



Dear Mr. Speaker: 

THE SECRETARY OF STATE 

WASHINGTON 

I transmit herewith a bill to authorize various agencies of 
the Executive Branen to take certain actions in furtherance of 
the settlement of claims between United States nationals and 
tne Government of Iran pursuant to the Algiers Accords of 
January 19, 1981. The proposed legislation would authorize the 
Foreign C~aims Settlement Commission to adjudicate a numoer of 
such claims and would permit the Federal Reserve BanK of New 
YorK to recover certain costs incurred oy tne United States 
Government in connection with the arbitration of other claims 
Defore tne Iran-United States Claims Tribunal at The Hague. 
Tne bill would also autnorize the Secretary of the Treasury to 
reimburse the Federal Reserve BanK of New YorK for its expenses 
as fiscal agent of the United States in tne implementation of 
the nostage release agreements. The steps authorized by tne 
proposed legislation will facilitate tne claims settlement 
process contemplated by tnose agreements. 

Under the Algiers Accords wnich led to tne release of the 
52 American hostages in Tenran, the United States and Iran 
agreed among other things to refer certain claims of U.S. 
nationals against Iran to binding aroitration Defore a newly 
created arbitral oody, the Iran-United States Claims Tribunal. 
Some of tnose claims nad been pending in U.S. courts and nad 
been tne subject of Judicial injunctions and court-ordered 
attachments. Pursuant to the ·Accords, once the hostages nad 
been released, the United States revoked the regulatory 
autnority for tnose attachments and injunctions, tnus rendering 
tnem null and void. Following an intensive review of tne 
Accords oy the Administration, claims which mignt be presented 
to the Triounal were suspended oy Executive Order No. 12294, 
issued on Feoruary 24, 1981. Tnat action, and steps taKen oy 
tne previous Administration in implementation of the nostage 
release agreements, were upneld oy the United States Supreme 
Court in its decision in Dames & Moore v. Regan on July 2, 1981. 

0nder the Accords, the Iran-United States Claims Tribunal 
is cnarged with deciding the claims of U.S. nationals against 
Iran arising out of debts, contracts, expropriations or other 
measures affecting property rignts. Tne Triounal, wnose 
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members include three appointed by the united States, three by 
Iran, and three-third country arbitrators, has been established 
at The Hague in the Netherlands and is beginning to adjudicate 
the several thousand claims filed before it by the January 19, 
1982 deadline. The Accords provide that the Tribunal shall 
deci6e all cases on the basis of respect for law, and that its 
decisions shall be final and binding. The Accords also provide 
that the Tribunal's awards shall be enforceable in the courts 
of any nation in accordance with its laws. 

To help assure payment of awar6s of the Tribunal in favor 
of U.S. nationals, some of whom had been successful in 
obtaining attachments against Iranian assets and property in 
the united States, a Security Account was also established at a 
6epositary tank of the Netherlands. The Account was funded at 
an intital level of $1 billion from certain Iranian assets and 
properties in the United States. Under the Accords, Iran has 
an obligation to replenish the Security Account whenever 
payments to successful u.s. claimants cause it to fall below 
$500 million. 

1he Accoras prov1ae that the claims bf D.S. nationals 
against Iran for less than $250,000 each· (the "smalllT claims) 
are to be presented to the Tribunal by the Government of the 
united States, while U.S. nationals with claims of $250,000 or 
more represent themselves directly. Following an extensive 
registration program, the Depar·tment of State filed some 2795 
"small" claims with the Tribunal on January 18, 1982. The 
adjudication of such a large number of nsmall" claims 
represents an enormous undertaking ior the Tribunal which could 
delay the dispostion cf hundreds of "large" claims of U.S. 
nationals. The United States has proposed to Iran that the 
small claims be settled through negotiation of .a lump-sum 
settlement. If a satisfactory settlement can be negotiated, 
the "small" claims would then have to be individually 
adjudicated. 1he enclosed craft bill would authorize the 
Foreign Claims Settlement Commission to decide the small claims 
thus settled in accordance with the provisions and procedures 
of the International Claims Settlement Act of 1949, as ame~ded, 
subject to the provisions of the relevant claims settlement 
agreements. This explicit authorization is necessary to 
clarify the commission's ability to adjudicate the claims under 
Title I of the International Claims Settlement Act. Payment of 
the corr.rr1ission 's awards would be made in accordance with the 
provisions of that Act, except that the Secretary of the 
Treasury would be authorized to make initial payments in the 
amount of up to $10,000, as opposed to the lesser amounts 
currently Frovided by law. 
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Any claims cf U.S. n~tionals, whether "large" or "small", 
which are not settled will be adju6icated by the ~ribunar. _ 
Under the Claims Settlement Agreement, the expenses of the 
Tribunal are borne equally by the Governments of the United 
States and Iran. To date, the Tribunal has been operating on a 
relatively modest buaget, the majority of expenses h~ving been 
incurred in connection with organizational matters, the 
establishment of a Registry, and the hiring of essential staff, 
including the translators and interpreters necessary to conduct 
the proceedings in both English and F~rsi. As it proceeds to 
adjudicate claims and render awards, its operating expenditures 
and therefore the required U.S. contributions will increase. 
In addition, the tepartments of State and Treasury, the Federal 
Feserve Bank of New York, and other agencies of the United 
States Government have incurred direct and indirect expenses in 
connection with the establishment and organization of the 
T~ibunal~ These expenses will also increase as the 
a6judicaticn of claims goes forward. 

In addition to United States contributions to the Tribunal, 
providing a forum for hearing and deciding the claims of United 
States nationals, the United States Government prov1oes many 
valuable services to Unite6 States claimants, such as the 
service of documents and the presentation of positions and 
suFporting legal arguments on major issues of common interest. 
The proposed legislation would require successful claimants to 
help bear the costs of th~se Gpvernment services to or on 
behalf of the claimants. 

~he bill would fermit the Government to recover a portion 
of its expenses by authorizing the Federal Reserve Bank of New 
York to deduct an amount equal to two percent of any payment 
from the security Account in satisfaction of an award of the 
Tribunal in favor of a U.S. national. The amounts thus 
deducted will be covered into the miscellaneous receipts of the 
T~easury as reimbursement to the Government of the expenses it 
has incurred in connection with the operations of the 
Tribunal. ~he agencies incurring thoses expenses will not 
directly benefit from the deduction, but will continue to be 
responsible for justifying to the Congress ap~ropriaticns 
necessary to pay their expenses. The reimbursement will be 
collected only from those U.S. claimants who avail themselves 
of the Tribunal, receive a favorable award, and are paid from 
the Security Account. Claimants who do not benefit from both 
the Tribunal and the Security Account would not be required to 
contribute to the reimbursement of the Governmen.t. 'Ihe bill 
also provides that once the deduction has been made, payments 
to U.S. claimants will be Titade ciirectly without further delay 
or any additional deductions. 
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Finally, the bill includes two technical sections intended 
(a) to preclude duplicate deductions from payn.ents to clai-mants 
with •small• claims which are adjudicated by the Foreign Claims 
Settlement commission and (b) to authorize the Secretary of the 
lreasury to reimburse the Federal ReEerve Bank of ~ew York for 
expens~s it has incurred as fiscal agent cf the united States 
in implementation of the Algiers Accords. 

The claims settlement process put in motion by the Algiers 
Accords represents or.e of the largest and most significant 
efforts of its type in recent U.S. or international practice. 
rt includes the claims of thousands of U.S. nationals, 
involving tillions of dollars in debts, contracts, investments, 
and other commercial relationships interrupted by the Islamic 
Revolution in Iran. The successful and expeditious resolution 
of those claims rerr.ains an important objective of the 
Administration's foreign policy. This bill would contribute 
significantly to these ends and I ~rge its early passage. 

The Office of Management and Budget has advised that there 
is no objection to the presentation of this proposal for the 
consideration of the Congress and that its enactment ~ould be 
in accord with the program of the President. 

·Sincerely, 

Enclosure 



..: 

Dear Mr. President: 

THE SECRETARY OF STATE 

WASHINGTON 

I transmit herewith a oill to authorize various agencies of 
the Executive Branen to taKe certain actions in furtnerance of 
the settlement of claims between United States nationals and 
tne Government of Iran pursuant to the Algiers Accords of 
January-19, 1981. Tne proposed legislation would autnorize tne 
Foreign Claims Settlement Commission to adjudicate a numoer of 
sucn claims and would permit the Federal Reserve BanK of New 
York to recover certain costs incurred by the United States 
Government in connection with the aroitration of otner claims 
oefore the Iran-United States Claims Tribunal at Tne Hague. 
The bill would also autnorize tne Secretary of tne Treasury to 
reimourse tne Federal Reserve Bank of New YorK for its expenses 
as fiscal agent of the United States in the implementation of 
the hostage release agreements. Tne steps authorized oy the 
proposed legislation will facilitate the claims settlement 
p-rocess contemplated by those agreements. 

Under the _Algiers Accords whicn led to the release of tne 
52 American hostages in Tehran, the United States and Iran 
agreed amo ng other tnings to refer certain claims of U.S. 
nationals against Iran to binding arbitration oefore a newly 
created aroitral body, the Iran-United States· Claims Tribunal. 
Some of tnose claims had oeeo pending in U.S. courts and nad 
been tne subject of judicial injunctions and court-ordered 
attacnments. Pursuant to tne Accords, once the nostages had 
been released, tne United States revoked the regulatory 
autnority for those attacnrnents and injunctions, thus rendering 
them null and void. Following an intensive review of the 
Accords oy tne Administration, claims wnich might be presented 
to the Triounal were suspended oy Executive Order No. 12294, 
issued on February 24, 1~81. Tnat action, and steps taken by 
tne previous Administration in implementation of the nostage 
release agreements, were upneld oy the United. States Supreme 
Court in its decision in Dames & Moore v. Regan . on July 2, 1981. 

Under tne Accords, the Iran-United States Claims Triounal 
is cnarged witn deciding tne claims of 0.S. nationals against 
Iran arising out of deots, contracts, expropriations or other 
measures affecting property ,rignts. The Tribunal, wnose 
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members include three appcinted by the United States, three by 
Iran, an6 three third-country arbitrators, has been establi~hed 
at lhe Hague in the Netherlands and is beginning to adjudicate 
the several thousan6 claims tiled before it by the January 19 , 
1982 deadline. The Accords provide that the Tribunal shall 
decide all cases on the basis cf respect for law, and that its 
decisions shall be final and binding. The Accords also provide 
that the Tribunal's awards shall be enforceable in the courts 
of any nation in accordance with its laws. 

To help assure payment of awards of the Tribunal in favor 
of U.S. nationals, some of whom had been successful in 
obtaining attachments against Iranian assets and property in 
the United States, a Security Account was also established at a 
depositary bank of the Netherlands. The Account was funded at 
an intital level of ~l billion fro~ certain Iranian assets and 
properties in the united States. Under the Accords, Iran has 
an obligation to replenish the Security Account whenever 
payments to successful U.S. claimants cause it to fall below 
$500 million. 

The Accords provide that the claims of D.S. nationals 
against Iran for less than $250,000 each (the "small" claims) 
are to be presented to the ~ribunal by tbe Government of the 
United States, while U.S. nationals with claims of $250,000 or 
more represent themselves directly. Following an extensive 
registration program, the Department of State filed some 2795 
:small" claims with the 1ribunal on January 18, 1982. The 
adjudication of such a large number of "small" claims 
represents an enormous undertaking for the Tribunal which could 
delay the dispostion of hundreds of "large" claims of u.S. 
nationals. ~he united States has proposed to Iran that the 
small claims be settled through negotiation of.a lump-sum 
settlement. If a satisfactory settlement can be negotiated, 
the "small" claims would then have to be individually 
adjudicated. The enclosed draft bill would authorize the 
Foreign Claims Settlement Commission to decide the small claims 
thus settlea in accordance with the provisions and procedures 
cf the International Claims Settlement Act of 1949, as amended, 
subject to the provisions of the relevant claims settlement 
agreements. This explicit authorization is necessary to 

·clarify the Commission's ability to adjudicate the claims under 
Title I of the International Claims Settlement Act. Payment of 
the corr.mission's awarc5.s would be maae in accordance with the 
provisions of that Act, except that the Secretary of the 
Treasury would be authorized to make initial payments in the 
amount of up to $10,000, as opposed to the lesser amounts 
currently Frovidea cy la~. 
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Any claims of U.S. nationals, whether "large" or "sma}.l.", 
which are not settled will be Qdjudicated by the Tribunal. 
Under the Claims Settlement Agreement, the expenses of the 
Tribunal are borne equally by the Governments of the United 
States and Iran. To date, the Tribunal has been operating on a 
relatively modest budget, the majority of expenses having been 
incurre~ in connection with organizational matters, the 
establishment of a Registry, and the hiring of essential staff, 
including the translators and interpreters necessary to conduct 
the proceedings in beth English an6 Farsi. As it proceeds to 
a6judicate claims and render awards, its operating expenditures 
~nd therefore the required D.S. contributions will increase. 
In a6dition, the Departments of State and Treasury, the Federal 
Reserve Bank of New York, and other agencies of the united 
States Government have incurred direct and indirect expenses in 
connection with the establishment and organization of the 
Tribunal.- These expenses will also increase as the 
adjudication of claims goes forward. 

In a~dition to United States contributions to the Tribunal, 
providing a forum for hearing and decidirig the claims of United 
States nationals, the United States Government proviaes many 
valuable services to united States claimants, such as the 
service of aocumeuts and the presentation of positions and 
supporting legal ar5uments on major issues of common interest. 
The proposed legislation would require successful claimants to 
heli:, tear the costs of these Governn1ent services to or on 
behalf of the claimants. 

The till would permit the Government to recover a portion 
of its expenses by authorizing the Federal Reserve Bank of New 
Ycrk to deduct an &mount equal to two percent of any pay~ent 
from the Security Account in satisfaction of a~ award of the 
Tribunal in favor of a D.S. national. The amounts thus 
6ecucted will be covered into the miscellaneous receipts of the 
Treasury &s reimbursement to the Government of the expenses it 
has incurred in connection with the operations of the 
Tribunal. The agencies incurring theses expenses will not 
directly benefit from the deduction, but will continue to be 
responsible for justifying to the Congress appropriations 
necessary to pay their expenses. The reimbursement will be 
collected only from these U.S. claimants who avail themselves 
of the Tribunal, receive a favorable award, and are paid from 
the Security Account. Claimants who do not benefit from both 
the Tribunal and the Security Account would not be required to 
contribute to the reimbursement of the Government~ ~he bill 
also i:,rovides that once the deduction has been made, payments 
to U.S. claimants will be made directly without further delay 
or any additional deductions. 

~ 
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Finally, the bill includes two technical sections intended 
(a) to preclude duplicate deductions from payments to claimants 

with Asrnall" claims which are adjudicated by the Foreign .Claims 
Settlement commission and (b) to authorize the Secretary of the 
Treasury to reimburse the Feaeral Reserve Bank of New York for 
expenses it has incurred as fiscal agent of the Unitea States 
in implementation of the Algiers Accords. 

The claims settlement process put in motion by the Algiers 
Accor6s represents one of the largest and most significant 
efforts of its type in recent U.S. or interntational practice. 
It includes the claims of thousands of U.S. nationals, 
involving billions of dollars in debts, contracts, investments, 
ano -other commercial relationships interrupted by the Islamic 
Revolution in Iran. The successful and expeditious resolution 
of those claims remains an important objective of the 
Administration's foreign policy. 'Ihis bill would contribute 
significantly to these ends and I _ urge its early passage . 

. . 

The Office of Management and Budget has advised that there 
is no objection to the presentation of this proposal for the 
consideration of the Congress and that its enactment would be 
in accord with the program of the Presiqent. 

Sincerely, 

Enclosure 
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A BILL 

'Io facilitate the adjudication of certain claims of 
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United States nationals aga i n~t Iran, to authorize the 

recovery of costs incurred by the United States in 

connection with the arbitration of claims ot United 

States nationals against Iran, and for other purposes. 

Be it enacted by the Senate and Bouse of 

Representatives of the United States of America in 

Conqress assembled, That this Act may be cited as the 

"Iran Claims Act". 

RECEIP'I AND tE'IER.M.IKA'IION OF" CER'I·AIN CLAIMS 

Sec. 2. (a) The F'oreign Claims Settlement Commission 

of the United States is hereby authoriz~d to receive and 

determin_e, in accordance with the provisions of title I 

of the International Claims Settlement Act of 1949, 

the validity and amounts of claims by nationals 

of the United States against Iran which fall within--

(1) the jurisdiction of the Iran-United States Claims 

Tribunal pursuant to the provisions of 

Article II(l) of the Declaration of the 

Government of the Democratic and Popular 

Republic of Algeria concerning the Settlement of 

Claims by the Government of the United States 
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and the Government of the Islamic Republic of 

Iran, and 

(2) the terms of any agreement providing for the 

settlement and discharge of such claims by 

agreement of the Government of the United 

States to accept a sum in en bloc settlement 

thereof. 

In deciding such claims, the Commission shall apply, in 

the following order, the provisions of the Claims 

Settlement Agreement, considering the interpretation 

given thereto by the Iran-United States Claims Tribunal, 

and applicable principles of international law, justice 

and equity. 

\b) 'l'he Com.mission_ shall certify to the Secretary 

of the Treasury any awards determined pursuant to 

subsection 1a) of this section in accordance with 

section 5 of title I of the International Claims 

Settlement Act cf 1949. Such awards shall be 

paid in accordance with sections 7 and 8 of that 

title, except that the Secretary of the Treasury is 

authorized to make payments pursuant to Section 8 (e) (1) 

in the amount of $10,000 or the principal amount of the 

award, whichever is less. 

DEtDC'IIONS FROM. AREI'IRAL A¼ARtS 

Sec. 3. (a) Except as provided in section 4, 

whenever the Federal Reserve Eank of New York shall 

receive an amount from the Security Account established 
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1 pursuant to the Declarations of the Democratic and 

2 Popular Republic of Algeria of January 19, 1981, in 

3 satisfaction of an award rendered by the 

4 Iran-Dnite6 States Claim 'Tribunal in favor of a United 

5 States national, the Federal Reserve Bank of New York 

6 shall 6e6uct from the amount so received an amount equal 

7 to two per centum thereof as reimbursement to the United 

8 States Government for expenses incurred by the 

9 Defartments of State and the 'Treasury, the Federal 

10 Reserve Bank of New York, and ether agencies in 

11 connection with the arbitration of claims of United 

12 States nationals against the Islamic Republic of Iran 

13 before the Iran-United States Claims Tribunal. 

14 (b) Amounts deducted by the Federal Reserve Bank of 

15 New York pursuant to subsection ,a) shall be covered 

16 into the · 1reasury to the credit of miscellaneous 

17 rece.ipts. 

18 (C) Nothing in this section shall be construed to 

19 affect the payment to United States nationals of amounts 

20 received by the Federal Reserve Bank of New York in 

~l respect of awards by the Iran-United States Claims 

22 'Tribunal, after deduction of the amounts specified in 

23 subsection (a). 

~4 EN ELOC SE'I'ILil'iEN'l 

25 Sec. 4. The deduction by the Federal Reserve Bank 

26 of New York provided for in section 31a) cf this Act 

27 shall not apply in the case of a sum received by the Eank 
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1 pursuant to an en bloc settlement of any category of 

2 claims of united States nationals against Iran when such 

3 suffi is to be used for payments in satisfaction of awards 

4 certified by the Foreign Claims Settlement Cornffiission 

5 pursuant to section 2~) of this Act. 

6 REIMBURSEMENT 'I'O 'lHE FEDERAL RESERVE BANK 

7 CF NEW YCRK 

8 Sec. 5. The Secretary of the Treasury is hereby 

9 authorized to reimburse the Federal Reserve Bank of New 

10 York for expenses incurred by the Bank in the performance 

11 of fiscal agency agreements relating to the settlement or 

1 2 arbitration of claims pursuant -to the Declarations of the 

13 Democratic and Popular Republic of Algeria of January 19, 

14 1981 . 

..: 



SEC~ION-EY-~EC'IION ANALYSIS 
OF' 'IHE PROPCSEt 
IRAN CLAIMS AC'!' 

I. IN'IRODDC'IICN 

'I-1:ie proposed legislation (hereinafter referred to as "the 

Bill") contains authority for certain actions by the Foreign 

Claims Settlement Commission, the Department of the 'I-reasury, 

and the Federal Reserve Bank of New York in implementation of 

the Algiers Accords of January 19, 1981, which achieved the 

release of the JI.mer ican hostages from Iran. 

SpecificQlly, the Bill authorizes the Foreign Claims 

Settlerr,ent Commission to adjudicate claims by United States 

nationals against Iran in the event that they are settled by 

agreement bet~een the United States and Iran. rt also 

authorizes the Secretary of the 'Ireasury to make payments in 

satisfaction of the Commissior. 's determinations. Finally, it 

provides authority ane procedures for reimbursement to the 

Unitec States Government of expenses incurred by the 

LeFartrnents of State anci the 'Ireasury, the Federal Reserve Bank 

of New York and other agencies for the benefit of U.S. 

nationals who obtain arbitral awards against Iran from the 

Iran-United States Claims Tribunal. 

'Ihe Algiers Accords consisted primarily of two 

"declarations" by the Government of Algeria which were adhered 

to by the United States and Iran. ~he first of these tthe 

"General ceclaration") provided inter alia for the revocation 

of sanctions, the transfer of ~ertain Iranian financial assets 
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and froperty, and the nullification of certain claims and 

attachments through reference to binding arbitration in 

accordance with the second declaration 1the "Claims Settlement 

Agreement"). The General Declaration also provided for the 

establishment of a Security Account, funded from transferred 

Iranian assets at an initial level of Sl billion, to secure the 

payment of arbitral awards against Iran. Iran is obliged to 

replenish the Security Account whenever the payment of claims 

causes it to fall below asoo million. ihe Claims Settlement 

Agreement provided for the establishment of an Iran-United 

States Claims 1ribunal at The Bague to decide, inter alia, 

claims by nationals of the United States. against Iran arising 

out of debts, contracts, expropriations or other measures 

affecting property rights. ~he expenses of the Tribunal are 

borne equally by the Governments of Iran and the United States. 

In accoraance with the Claims Settlement Agreement, 

claims of U.S. nationals against Iran for · less.than ~250,000 

each are to be presented to the Tribunal by the United States 

Government rather than by the claimants themselves. The Bill 

would authorize the Foreign Claims Settle~ent Commission and 

the Department of the !reasury respectively to adjudicate and 

pay these "small" claims in the event that Iran and the United 

States agree to settle them rather than arbitrate them bef6re 

the Tribunal. 

Under implementing agreements signed on August 17, 1981, 

by the Federal Reserve Bank of New York as Fiscal Agent of the 

United States, Bank Markazi Iran, Bank Central d 1 Algerie as 
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escrow agent and the cutch Central Bank and its subsidiary 

depositary tank, artitral awards rendered by the Tribunai 

against Iran in tavor of u.s. nationals will be certified fer 

fayment by the Tribunal and paid from the Security Account to 

the Federal Reserve Bank of New York. ~he Bill would authorize 

the reimbur~ernent to the United States Government of expenses 

incurred in connection with the Tribunal and the Security 

Acccunt by deducting two per cent from each amount received 

from the Eecurity Account for payment to a U.S. national in 

satisfaction of a ~ribunal award. 

~he question of further distributicn of the amounts 

received by the New York Federal Reserve Bank is not addressed 

in the relevant agreements. Under the proposed legislation, 

these amounts will te trarismit~e6 6irectly to the U.S. national 

in whose favor an award has been made immediately and without 

any a6ditional ceduction. 
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II. F~OVISIONS OF TEE EILL 

Section 1. Short Title 

This section states that the Bill may be cited as the 

"Iran Claims Actn. 

Section 2. Receipt and Determination 

This section authorizes the Foreign Claims Settlement 

Commission of the united States, a c..omponent of the Department 

of Justice, to adjudicate claims of U.S. nationals against Iran 

in the event that they are settled as 0etween Iran ana the 

unite6 States. 

Under tte Claims Settlement Agreern~nt, claims of t.S. 

natio~als which are, in the aggregate, for less than $250,000 

each (the nsffialln claims) are to be presented to the 

Iran-United States Claims Tribunal by the United States 

Government rather than the claimants themselves. Prior to the 

January 19, 1982 deadline, some 2,795 small claims were filed 

by the Department of State with the Tribunal. Arbitration of 

such a large number of small claims would place a severe burden 

on the Tribunal. The United States has proposed to Iran that 

such claims be settled by a lump-sum (or en bloc) agreement. 

If such a settlement were negotiated, the amount received in 

discharge of the claims thereby settled would be distributed 

among individual claimants on the basis of adjudication by the 

Foreign Clairr.s Settlement Commission. 

Subsection (a) makes clear the authority of the 

commission to adj~dicate the claims on the basis of title I of 
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the International Claims Settlement Act of 1949, as amende~. 

~ore farticularly, it would empower the Commission to decide 

claims to the extent that they come within the jurisdiction of 

the Iran-~nited States Claims Tribunal and the terms of any 

lump sum agreement. 'I'O ensure consiste_ncy of result, the 

commission is 6irecte6 to apply the relevant provisions of the 

Claims Settlement Agreement, giving consideration to 

intepretations thereof ty the Tribunal, and the applicable 

principle~ of international law, justice and equity. 

Subsection (b) also directs the Commission to certify its 

awards under section 5 of the International Claims Settlement 

Act tc the Secretary of the Treasury for payment in accordance 

with tte provisions of sections 7 and 8 of that Act. Section 

8(e)(l) currently lirr,its the ini.tial payment which the 

Secretary of the Treasury may make on account of an award to 

the amount of $1~000 er the principal amount of the award, 

whichever is less. This subsection authorizes ~he Secretary of 

the Treasury to such payments t? successful claimants up to the 

amount of $10,000 or the principal amount of the award, 

~hichever is less. Payments en the unpaid balance of awarts in 

excess of Sl0,000 would thereafter be made in accordance with 

the existing provisions of Section B(e) of title I of the 

International Claims Settlement Act, i.e., from time to time on 

a pro rata basis in the same proportion as the total amount 

available for distribution bears to the aggregate unpaid 

talance of principal or interest of all such awards. 
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Section 3. :Ceductions from Arbitral Awar6.s 

This section, consisting of three subsections, 

establishes the basic structure for effecting reimbursement of 

the expenses incurred by the U.S. Government on behalf of U.S. 

claimants in connection with the Iran-United States· Claims 

Tribunal and the Security Account. Those expenses include both 

the U.S. contribution to the Tribunal for its capital and 

operating expenses (which are borne equally by Iran and the 

United States) and the U.S. share of the management fees 

associated with the Security Account, as well as the costs 

incurred by D.S. Government agencies and the Federal Reserve 

Bank in connection with U.S. participation in the Tribunal. 

Subsection (a) generally directs the Federal Reserve Bank 

of New York to oe6uct the reimbursement from each payment 

~eceived from the Security Account in satisfaction of an 

arbitral award, including any interest thereon, by the Tribunal 

in favor of a U.S. claimant. Thus, reimbursement is collected 

only from those claimants who avail themselves of the lribunal, 

receive a favorable award and are paid from the Security 

Account. Those claimants who de not benefit from both the 

Tribunal and the Security Account would not be required to 

contribute to the reimbursement of the Government. 

This subsection establishes the amount of the deduction 

at two percent of the amount received by the Federal Reserve 

Bank. It is expected that the total amount of lribunal awards 

in favor of ~-S~ nationals will exceed S4 billion and that . Iran 

will fulfill its obligation to replenish the Security Account 
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whenever the balance therein falls below $500 million. ~he 

deduction woula therefore obtain reimbursement for the United 

States o f at least SBO millio~. Annual costs, both d irect and 

ind i rect , to the Government of participation in the Tribunal 

are currently estimated to be approximately SB million per year 

over the next 10 years. 

Subsection (b ) Frovides that the amounts deducted for 

rei~bursement to the Government of its expenses shall be 

covered into the miscellaneous receipts of the ireasury. ~he 

agencies incurring expenses for the operations 0f the Tribunal 

will not be able to use any of these funds. Rather, the 

agencies will be res~onsible for justifying to the congress 

appropriations in amounts necessary to pay their expenses. 

Subsection tc) makes clear that the authority to make the 

deductions providea by this section does not otherwise affect 

t:1e distribution of amounts received by the Federal Reserve 

Eank in satisfaction of awards by the Tribunal. After the two 

per cent deduction is made, the balance of the award will be 

transmitted in full and at once to the successful claimant. 

Section 4. En Bloc Settlement 

Section 4 frovides an exception to the requirement for a 

two per cent 6edµction in the case of any amount received by 

the EeterQl Reserve Bank in satisfaction of a settlement of 

claims of U.S. nationals which are to be adjudicated by the 

Foreign Claims Settlement Commission.. Section 7 ib) ,2) of the 

International Claims Settle~ent Act of 1949, as amended, 

provides for a five per cent aeduction from each ~ayrnent by the 
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Department of tne Treasury as reimbursement for o.s. Government 

expenses. In the aosence of tne exception provided in tnis 

section of the Bill, therefore, U.S. nationals with claims 

against Iran which were adjudicated by tne Foreign Claims 

Settlement Commission ratner than the Tribunal could be 

subjected to duplicative deductions from their awards -- first 

oy the Federal Reserv~ Bank under the Bill, and second by the 

Treasury Department under the International Claims Settlement 

Act. 

Section 5. Reimbursement to tne Federal Reserve BanK 

This section authorizes the Secretary of tne Treasury to 

reimourse tne Federal Reserve Bank of New York for its expenses 

in acting as Fiscal Agent of the United States pursuant to its 

Fiscal Agency Agreement witn the Treasury dated August 14, · 

1981, in connection witn banking arrangements whicn implement 

tne Algiers Accords. These expenses of tne Federal Reserve 

Bank of New YorK nave oeen taken into account in tne 

establishment of the level of reimbursement to be deducted from 

awards under section 3(a) of tne Bill. Tne section is intended 

to clarify the authority of tne Secretary of the Treasury to 

make sucn reimbursements in the context of tnis aroitration, 

rather than rely on the more general authority of section 1023 

of title 31 of tne United States Code. 
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NATIONAL SECURITY COUNCIL 

July 15, 1982 

MEMORANDUM FOR RONALD K. PETERSON 

SUBJECT : 

Assistant Director for Legislative Reference 
Office of Management and Budget 

HR 5782, Persecution of Bahais in Iran 

I t is recommended that an official posture of neutrality be 
adopted for the subject legislation. 
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MEMORANDUM 
4392 

NATIONAL SECURITY COUNCIL 

June 30, 1982 

ACTION 

MEMORANDUM FOR WILLIAM P. CLARK 

FROM: 
.-, 

RAYMOND TANTER ((_ I 

SUBJECT: HR 5782, Persecution of Bahais in Iran 

At Tab I for Michael Wheeler's signature is a memorandum for 
Ronald Peterson of 0MB. It describes the NSC staff comment 
on a bill to prohibit imports from Iran, until it ceases 
official persecution of Bahais in Iran. 

Norman Bailey, Geoff Kemp, Carnes Lord, and I believe that the 
Administration should be officially neutral regarding the 
legislation. State ''is unable to support" the legislation, 
which could be read as being opposed to it. 

Recommendation 

That you authorize Michael Wheeler to sign the memorandum at 
Tab I favoring a neutral posture vis~ vis the subject legislation. 

APPROVE DISAPPROVE 

Attachments 
Tab I Wheeler to Peterson memo 

A - Incoming correspondence 

cc: Bailey, Kimmitt, Lord, Nau 
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• SUBJECT: 

• EXEC~TIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

June 23, 1982 

LEGISLATIVE REFERRAL MEMORANDUM 
• .. 

Legislative Liaison Officer­

National Security Council 

S~ate proposed report on H.R. 5782, dealing 
with the persecution of the Bahais in Iran. 

The Office of Management and Budget requests the views of your 
agency on the above subject before advising orr its relationship to 
the program of the President, in ·accordance with 0MB Circular A-19. 

A response to this request for your views is needed no later than 
TUESDAY, JULY 20, 1982. 

Questions should be referred to Tracey Lawler 
the legislative analyst in this office, 

(395-4710 ), 

Enclosures 
cc: Jim Barie 

µK.~ 
RONALD K. PETERSON FOR 
Assistant Director -for 
Legislative Reference 
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DEPARTMENT OF STATE 
., \ I 

t ~ . ' J -:::.~t • 
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W ashin gton, D .C. 20520 

Dear Mr. Chairman: 

I refer to H.R. 5782, a bill introduced by 
the House of Representatives on March 9, 1982. 
prohibit imports from Iran until the Government 
its persecution of the Bahais in Iran. 

Mr. Stark in 
The bill would 
of Iran ceases 

While the Department of State deplores the persecution of 
Bahais which is taking place in Iran, enactment of H.R. 5782 
would probably have very little beneficial effect on treatment 
of the Bahais inasmuch as United States trade with Iran has 
remained at relatively low levels since our trade sanctions 
were lifted shortly after the release of the hostages. 

Moreover, the reimposition of sanctions such as those 
provided for in H.R. 5782 would likely be portrayed by Iran as 
a breach of U.S. obligations under the Algiers Accords, which 
led to the release of the American hostages held in Iran. 
Although these Accords were signed by the previous Administra­
tion, the Reagan Administration reviewed them shortly after 
corning into office and concluded that they should be fully 
implemented. Implementation included the revocation of all 
sanctions against non-military trade with Iran, both exports 
and imports, which had been imposed during the period 
November 4, 1979 to January 19, 1981. Action of the nature 
contemplated by the bill would in all probability be challenged 
before the Iran-United States Claims Tribunal at The Hague, 
further complicating the claims settlement process which the 
Algiers Accords were intended to promote. 

For the foregoing reasons, the Department of State is 
unable to support H.R. 5782. 
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The Office of Management and Budget has advised that there 
is no objection to the submission of this report from the stand­
point of the Administration's program. 

With cordial regards, 

The Honorable 
Dan Rostenkowski, 

Sincerely, 

Powell A. Moore 
Assistant Secretary for 
Congressional Relations 

Chairman, Ways and Means Committee, 
House of Representatives. 
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