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My comments on the draft NSDD on Iran are 
attached. 
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U.S. Policy Toward Iran: Comment on 
Draft NSDD 
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. TME WMIT£ HOUSE 

ACTION 

MEMORANDUM FOR THE PRESIDENT 

FROM: JOHN M. POINDEXTER 

SYSTEM !V 
NSC / ICS-400 ll 

N 1 323 ., 

SUBJECT: Covert Action Findinq reqardinq Iran 

This week, Prime Minister Peres of Israel secretly dispatch~d his 
speci al advisor on terrorism with instructions to propose a plan 
by which Israel, with limited assistance from the U.S., can act 
to brinq about a more moderate government in Iran. The Israelis 
are very concerned that Iran ' s deterioratin9 positioft in the war 
with Iraq, the potential for further radicalization in Iran, _and 
the possibility of enhanced Soviet influence in the Gulf all pose 
siqnificant threats to the security of Israel. They believe it 
is essential that they act to at least preserve a balance of 
power in the reqion. 

The Israeli plan is premised on the assumption tha~ moderate 
elements in Iran can come to power if these factions demonstrate 
their credibility in defendinq Iran aqainst Iraq and in deterring 
Soviet intervention. To achieve the strateqic qoal of a more 
moderate Iranian qovernment, the Israelis are prepared to 
unilaterally commence sallinq military materiel to Western
oriented Iranian factions. It is their belief that by so doing 
they can achieve a heretofore unobtainable penetration of the 
Iranian qoverninq heirarchy. The Israelis are convinced that the 
Iranians are so desperate tor m.l.litary materiel, expertise and 
intelliqence that the provision of these resources will result in 
favorable lonq-term chanqes in personnel and attitudes within the 
Iranian government. Further, once the exchanqe relationship has 
commenced, a dependency would be established on those who are 
provi dinq the requisite resources, thus allowinq the providor (s) 
to coercively influence near-term events. Such an outcome is 
consistent with our policy objectives and would present 
significant advanta9ea. for U.S. national interests. 

As described by the Prime Minister'• emissary, the only 
requirement the Israeli• have is an assurance that they will be 
allowed to purchase U.S. replenishments for the stocks that they 
sell to Iran. A Presidential Covert Action Findinq is required 
in order for us to allow the Israeli transfers to proceed, for 
our subsequent replenishment sales to Israel, or for other 
assistance which may be deemed appropriate (e.q., intelliqen~ 
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-
The covert Action Findinq attached at Tab A provides the lattitude 
tor th• t2an•actiona indicated &b~ve to proceed. If this _Findinq 
is aiqnec!, ve would not interfere when th• Israelis unilaterally 
commence sales and deliveries of TOW missiles durinq January, 
1986. The Findinq also authorizes U.S. sales of basi~ TOWs to 
Israel when they sW:mlit purchase orders tor replenishinq their 
own stocks. The Iranians have indicated an immediate requirement 
for 4,000 baaie TOW weapons for use in the launchers they already 
hold. we would be expected to replace th• Israeli stocks in less 
than 30 daye. 4,000 missiles represent l/l of all available TOWs 
in-Israel. 

The Israelis are sensitive to a stronq U.S. desir• to tree our 
Beirut hoataqea and have insisted that the Iranians demonstrate 
both influence and qood intent by an early rel•••• of the five 
Americana. Both sides have aqreed that the hostaqes will be 
.immediately releaaed upon commencement of this action. Prime 
Minister Peres had his emissary pointedly note that they weli 
understand. our position on not makinq concessions to terrorists. 
They also point out~ however~ that terrorist qroups, movements~ 
and orqanizations are significantly easier to influence throuc;h 
qovernments than they are by direct approach. In that we have 
been una.ble to exercise any suasion over Rizball&h durinq the 
course of nearly two years of kidnappinqs, this approach throuqh 
the qovernment of Iran may well be our only way to achieve the 
release of the Americans held in Beirut. It muat aqain be noted 
that since thi• dialoque with the Iranians beqan in September, 
Reverend Weir ha• been released and there have been no Shia 
terrorist attacks aqainat American or Israeli persons, property, 
or interests. 

The Israelis have aaked for our urqent response to this proposal 
so tha~ they can plan accordinqly. They note that conditions 
inside both Iran and Lebanon are hiqhly violatile and that the 
current crisis in the Middle East provides a rationale for a 
siqnificant Israeli purchaae of TOWs and expedited delivery on 
our part. Th• Iaraelia ar• coc;nizant that this entire operation 
will be terminated if the Iraniana abandon tl'leir qoal of moderatinq 
their gove~nt or allow further acts of terrorism. In order to 
provide an answer to Prim• Minister Peres, th• Findinq at Tab- A 
should. be di•c:u•••d with Secretarie• Shultz and Weinberqer, 
Director Casey, and Attorney General Meese. If, based on their 
input, you decide to proceed, the Findinq should be siqned. 
Becauae of the extreme senaitivity of this project, it is 
reconuitended that you exercise your constitutional peroqative to 
withhold notification of the Findinq to the Conqreaaional 
overaiqht committees until such time that you deem it to be 
appropriate. . . .· . - - · · . -
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Recommendation UNGlJ\SSffl ED N 
1325 

ox No -

Attachment 

That you aqree to meet with Secretaries Shultz . and 
Weinberqer, Director Casey, and Attorney General 
Meeae on this matter al soon as possible. 

Prepared by: 
Oliver L. North 

Tab A - Covert Action Findinq 
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I hereby find that th• follovinq operation in a foreiqn 
country (includinq all support necessary to such operation) is 
important to the national security of the United States, and due 
to its extreme sensitivity and security risks, I determine it is 
e•••ntial to limit prior notice, and direct the Director of 
Central Intelliqence to refrain from reportinq this Findinq to 
the Conqreaa as provided in Section 50l of the National Security 
Act of 1947, aa amended, until I otherwise direct. 

SCOP~ 

Iran 

DESCRIPTION 

Assist selected friendly foreiqn liaison services and 
third countries, which have establi•h•d relationships 
with Iranian elements, qroupa, and individuals 
sympathetic to U.S. Government intere•ts and whic~ do 
not conduct or support terrorist action• directed 
aqainat U.S. persona, pr~perty or intere•ts, for th~ 
purpose of: (l) establishinq a· more moderate govern-
ment in Iran, (2) obtaininq· from th•• siqnificant . 
intelligence not otherwise obtainable, to determine the 
current Iranian Government's intention• with respect to 
its neighbors and with respect to terrorist acts, and 
(3) furtherinq th• release .of th• American hoataqes 
held in Beirut and preventinq additional terrorist acts 
by these groups. Provide funds, intelliqenee, counter
intelligence, traininq, quidanca and communications and 
other necessary asai•tance to th••• elementsJ groups, 
individuals, liaison Gervices and third countries in 
support ot th••• activities. 

The USG will act to facilitate efforts by third parties 
and third countries to establish contact with moderate 
element• vithin and outside th• Government of Iran by 
providinq th••• elements wit~ arm.a, equipmen~ and 
related materiel in order to enhance th• credibility of th••• el ... nta in their effort to achieve a mere 
pro-o.s. qovernment in Iran by demonstratinq their 
ability to obtain requisite resources to defend their 
country aqainat Iraq and intervention by the Soviet 
Union. Thi• support will be discontinued if the U.S. 
Government learn• that th••• elements have abandoned 
their goal• of moderatinq their qovernment and 
appropr~ated the materiel for purpose• other than that 
provided by this Findinq. 

' . 
The Whit• Bou•• 
Waahinqton, D.C. 
Cate: 6 January 1986 

OGCJt TS 0801-86 
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TOP SECRn 

ACTION 

THE WHITE HOUSE 

WASM I NGTON 

January 17, 1986 

MEMORANDUM FOR THE PRESIDENT 

FROM: JOHN M. POINDEXTER~ 

-:JJ 4 7 
N 100 46 

SUBJECT: Covert Action Finding Reqardinq Iran 

Prime Minister Peres of Israel secretly dispatched his special 
advisor on terrorism with instructions to propose a plan by which 
Israel, with limited assistance from the U.S., can create 
condition• to help brinq about a more moderate qovernment in 
Iran. The Israelis are very concerned that Iran's deterioratinq 
position in the war with Iraq, the potential for further 
radicalization in Iran, and the possibility of enhanced Soviet 
influence in the Gulf all pose significant threats to the 
security of Israel. They believe it is essential that they act 
to at least preserve a balance of power in the reqion. 

The Israeli plan is premised on the . as~\llnption that moderate 
element~ in Iran can come to power if these factions demonstrate· 
their credibility in defending Iran against Iraq and in deterring 
Soviet intervention. To achieve the strateqic qoal of a more 
moderate Iranian government, the Israelis are prepared to 
unilaterally commence sellinq military materiel to 
Western-oriented Iranian factions. It is their belief that by so 
doing they can achieve a heretofore unobtainable penetration of 
the Iranian governing hierarchy. The Israelis are convinced that 
the Iranians are so desperate for military materiel, expertise 
and intelligence th&t the provision of these resources will 
result in favorable long-term changes in personnel and attitudes 
within the Iranian government. Further, once the exchange 
relationship ha• commenced, a dependency would be established on 
those who are providing the requisite resources, thus allowinq 
the provider(s) to coercively influence near-term events. Such 
an outcome is conaiatent with our policy objectives and would 
present aiqniticant advantages for U.S. national interests. As 
described by the Prime Minister'• emissary, the only requirement 
the Israelis have is an assurance that they will be allowed to 
purchase U.S. replenishments for the stocks that they sell to 
Iran. We have researched the legal problems of Is.rael' s sellinq 
u.s . manufactured arma to Iran. Because of the requirement in 
U.S. law for recipients of U.S. arma to notify the U.S . 
government of transfers to third countries, I do not recommend 
that you agree with the specific 'details of th'1..,..Israeli plan. 
However, there j'9 another possibility . Some t _inte ago Attorney l c 
>roP--SECRE'I! Par:i:. : ~ 0olassifi•d /~o!ea~c~ on .,~-"'"l'J¥E C l I D \\ r 
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General William French Smith determined that under an appropriate 
finding you could authorize the CIA to sell arms to countr i es 
outside of the provisions of the laws and reporting requirements 
for foreign military sales. The objectives of the Israeli plan 
could be met if the CIA, using an authorized agent as necessary , 
purchased arms from the Department of Defense under the Economy 
Act and then transferred them to Iran directly after receiving 
appropriate payment from Iran. 

The Covert Action Finding attached at Tab A provides the latitude 
for the transactions indicated above to proceed. The Iranians 
have indicated an immediate requirement for 4,000 basic TOW 
weapons for use in the launchers they already hold . 

The Israeli's are also sensitiv e to a strong U.S . desire to free 
our Beirut hostages and have insisted that the Iranians 
demonstrate both influence and good intent by an early release of 
the five Americans . Both sides have agreed that the hostages 
will be immediately released upon commencement of this action. 
Prime Minister Peres had his emissary pointedly note that they · 
well understand our position on not making concessions to 
terrorists. They also point out, however, that terrorist groups ~ 
movements, and organizations are significantly easier to 
influence through governments than they are by direct approach . 
In that we have been unable to exercise any suasion over 
Hizba llah during the course of nearly two years of kidnappings, 
this approach through the government of Iran may well be our only 
way to achieve the release of the Americans held in Beirut. It 
must again be noted that since this dialogue with the Iranians 
began in September, Reverend Weir has . been released and there 
have been no Shia terrorist attacks against American or Israeli 
persons, property, or interests. 

Therefore it is proposed that Israel make the necessary 
arrangements for the sale of 4000 TOW weapons to Iran. 
Suff icient funds to cover the sale would be transferred to an 
agent of the CIA. The CIA would then purchase the weapons from 
the Department of Defense and deliver the weapons to Iran through 
the agent. If all of the hostages are not released after the 
first shipment of 1000 weapons, further transfers would cease. 

On the other hand, since hostage release is in some respects a 
byproduct of a larger effort to develop ties to potentially 
moderate forces in Iran, you may wish to redirect such transfers 
to other groups withi n the government at a later time. 

TOP SECRH 
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The Israelis have asked for our urgent response to this proposal 
so that they can plan accordingly. They note that conditions . 

·.inside both Iran and La.banon are highly volatile. The Israelis 
are cognizant that this entire operation will be terminated if 
the Iranians abandon their goal of moderating their government or 
allow further acts of terrorism. You have discussed the general 
outlines of the Israeli plan with Secretaries Shultz and 
Weinberger, Attorney General Meese and Director Casey. The 
Secretaries do not recommend you proceed with this plan. 
Attorney General Meese and Director Casey believe the short-term 
and long-term objectives of the plan warrant the policy risks 
involved and recommend you approv.e the attached Finding. Because 
of the extreme sensitivity of this project, it is recommended 
that you exercise your statutory prerogative to withhold 
notification of the Finding to the Congressional oversight 
committees until such time that you deem it to be appropriate. 

Recommendation 

Olt NO 

That you sign the attached Finding. 

Prepared by: 
Oliver L. North 

Attachment 
Tab A - Covert Action Finding /~lld 17 >-'8' 
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I hor0by find th~t th~ follCNin1 op~r~tion in a foroiqn 
country (includinq ell nuppoK~ naegaa4ry to sueh OP4lr&tion) ia 
i.nport~nt to tho n~tion~l a~curity of the Unit~ S~~t00 , ond duo 
to it9 e~tK~ aenoitivity Gnd nec~rity rio~s, I dotoraino it io 
eamQneial to linit prior noeic~, An4 dir@e~ th.a Oiroctor of 
Can~ral In~QlliqoncQ t o ro!r3in t~~ re~ortinq thio Vir.dinq to 
t.hG Conqraaa na p~ovid<Xi in _aoction SOl of tho uational s~curity 
JU:~ of 194.1, ~o a...Q;Onded, until I othol"'tdill@ direct.. 

5COP3 OESClUP'i"IOtJ 

A3sint s~locted triQndly foraiqn li4i mon aervic~a , 
third eountrim~ and third p~rtiea which hav0 
~stll.blishGd rolaeionahip~ with Iran ian ole~nta , 
groupa, and individuals symp4thGtic t o o.s. Govcrnmont 
int~raotg 4nd which do not conduct or support t~rrq.cia~ 
acti onn diroctsd Aqninat o.s. ~rnons, pro~rty or 
intoraata, for tho purpoae ofs (l) oGtabliBhinq 4 more 
mo<iQr&t~ qovorrunont in Iran, (2) obtaininq from th~m 
giqni!ic~nt intalliq0nco not oth0n1iaQ obtainabl~, to 
dotarmino thQ curront Iranian G¢vorrunont'a intant ions 
~it.h re~pect to itB naighbors and vith reilP4!Ct to 
tarro ri•t acto , &nd (J) furtharinq tha ralo~so o! tha 
lilll~rict1.0 hoatago~ hold in B~irut and prov0ntin9 
~ddition4l t arrori;t act~ by the~Q 9roupc. Provide -
!undo, intelli9onco, countar-intelliqenco, trainin9, 
quid~nc o ~nd communic~tiona and other nacessary 
4~siat.i.nee to t.heso ole.mants, qroupo, individuala, 
liaison aei:vicQ~ and third countriaa in supp-ort ot 
theso activitiom. 

Th~ USG vill net to !acilit&to ~!fort~ by third partios 
4nd third eountri~~ to 01tllblish contact vith modera t e 
clo.mants vithin ~nd outaido tho Governm0nt ot Iran by 
providin9 thas~ ol~nta with arma, oqui~nt And 
ralat~d Idlltoriol in ordQr to anh~nc3 tho credibility of 
tha10 olam~nt9 in thoir e!!ort to achi$v~ & moro 
pro-o.s. 9ov~rnmont in Ir~n by damonatratinq thoir 
ability to obtain roquiaito rsoourcon to do!0nd thoir 
country aqain~t IrAq and intorvGntion by thQ Soviot 
Union. Thi~ 1upport uil l be di scontinued if the O.S. 
C<>vornm<.int learn3 th4t th~ao ~lomont2 h4ve abandoned 
thoir qo~l~ o ~ modor~tinq tho ir qovornmant ~nd 
~ppropri&tod tho ra4tcr ial for purpo105 other than that 
providtt-d by~~ Findinq. 

~ Tho Whita Bo~oa _J (2 OGCR TS OBOl-86 
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