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THE WHITE HOUSE 

WASH I NGTO/'I. 

November 12, 1985 

MEMORANDUM FOR DAVID L. CHEW 
STAFF SECRETARY 

FROM: JOHN G. ROBERTS~~ 
ASSOCIATE COUNS~~~ PRESIDENT 

SUBJECT: 
Semi-Annual Report to Congress 
on Iran Emergency 

Treasury now advises, after consultation with State, that 
the error in point four of the draft report is in the number 
of new successful small claimants, not the total number of 
such claimants. Thus, in the last sentence of point four, 
"five" should be changed to 11 two. 11 To cure the second error 
noted in my November 6 memorandum, Treasury has agreed to 
delete, in the first line of the second paragraph of point 
8, on page 4, "On July 31, 1985, Congress passed, and." The 
sentence would thus begin "On August 16." In the next line, 
the comma after "signed" should then be deleted. 



THE WHITE HOUSE 

WASHINGTOI\: 

November 6, 1985 

MEMORANDUM FOR DAVID L. CHEW 
STAFF SECRETARY 

FROM: JOHN G. ROBERT~ Mfl 
ASSOCIATE COUN~~~E PRESIDENT 

SUBJECT: 
Semi-Annual Report to Congress 

· on Iran Emergency 

Counsel's Office has reviewed the above-referenced proposed 
report to Congress. In point 4 on page 2, it appears that 
the last word should be "fifteen 11 not "twelve·." The previous 
report of April 22, 1985 1 stated that a total of ten small 
claimants had received awards on agreed terms. This report 
states that there have been five additional such cases, 
which would bring the total to fifteen, not twelve. 

In the first line of the second paragraph of point 8 on 
page 4, "July 31" should be changed to "August l." The 
Senate agreed to the conference report on what became Public 
Law 99-93 on July 31, but the House did not do so until 
August 1. (Alternatively, the reference to when Congress 
passed this statute can be deleted altogether. The legally 
significant date is the date the President signed the bill into law.) 
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Document No. 

~---------------

WHITE HOUSE STAFFING MEMORANDUM 

DATE: 11/05/85 ACTION/CONCURRENCE/COMMENT DUE BY: 11/0 7 /85 

-------------------
SUBJECT: SEMI-ANNUAL REPORT TO CONGRESE;_ ON IRAN EMERGENCY 

RESPONSE: 

DavidLChew 
Staff Secretary, 

Ext.2702 



/. 

THE SECRETARY OF THE TREASURY 
·, 

WASHINGTON , :'\ 

November 5, 1985 

Dear Mr. President: 

Under Section 204(c) of the International Emergency Economic 
Powers Act, you are required to submit a report to the Congress 
concerning the Iran emergency every six months. A proposed 
report, which summarizes developments concerning the Iran 
emergency during the past six months, is enclosed at Tab A. Your 
last report to Congress, dated April 22, 1985, is enclosed for 
your reference at Tab B. 

I recommend that you forward the proposed report to Congress by 
November 14, 1985, the end of the current six-month period. 

The President 
The White House 
Washington, D. C. 20500 

Enclosures 

Respectfully, 

III 

·'": 

/•· 



THE WHITE HOUSE 

WASHINGTON 

National Emergency With Respect to Iran 

Message to Congress, November I 1985 

To the Congress of the United States: 

Pursuant to Section 204(c) of the International Emergency 
Economic Powers Act (IEEPA), 50 u.s.c. Section 1703(c), I 
hereby report to the Congress with respect to developments 
since my last report of April 22, 1985, concerning the 
national emergency with respect to Iran that was declared in 
Executive Order No. 12170 of November 14, 1979. 

1. The Iran-United States Claims Tribunal, established at 
The Hague pursuant to the Claims Settlement Agreement of 
January 19, 1981 (the "Algiers Accords"), continues to make 
progress in arbitrating the claims before it. Since my last 
report, the Tribunal has rendered 25 more decisions, for a 
total of 194 final decisions. Of these, 146 have been awards 
in favor of American claimants: 101 were awards on agreed 
terms, authorizing and approving payment of settlements 
negotiated by the parties: and 45 were adjudicated decisions. 
As of October 15, 1985, total payments to successful American 
claimants from the Security Account stood at approximately ~368 
million. In cases between the governments, the Tribunal has 
issued two decisions in favor of each government, dismissed one 
claim that had been filed by the United States, and dismissed 
four claims that had been filed by Iran. In addition, Iran has 
withdrawn fifteen of its government-to-government claims, while 
the United States has withdrawn only three. 

2. My last report noted various changes in the 
composition of the Tribunal, including the designation of 
Karl-Heinz Bockstiegel as President of the Tribunal and 
Chairman of Chamber One. During the past six months, Swiss 
lawyer Robert Briner and French law professor Michel Virally 
have assumed their new positions as Chairmen of Chambers Two 
and Three, respectively. Shortly before Messrs. Briner and 
Virally assumed their new positions, Tribunal proceedings had 
been ~riefly disrupted because of travel difficulties 
allegedly encountered by Iranian respondents in connection 
with the Iran-Iraq war. With these alleged difficulties 
having abated, and the two new arbitrators having assumed 
their roles as Chairmen, the Tribunal has resumed normal 
operations. 
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The Tribunal continues to make progress in the 
arbitration of claims of u.s. nationals for $250,000 or more. 
More than 36 percent of the claims for over $250,000 have now 
been disposed of through adjudication, settlement, or 
voluntary withdrawal, leaving 330 such claims on the docket. 
The Tribunal issued long-awaited -0rders in claims involving 
dual United States-Iranian nationals, allowing these claimants 
to resume actively arbitrating their claims by demonstrating 
their dominant and effective u.s. nationality. The Chambers 
have also made significant awards to several American 
claimants, including a $7.3 million contested award to 
Sylvania Technical Systems, Inc. The Sylvania decision also 
purports to set forth a uniform standard for awarding interest 
in Tribunal cases. In another important decision, the 
Tribunal decided that, at least in the context of that case, 
the Treaty of Amity, Economic Relations and Consular Rights 
between Iran and the United States governs the standard of 
compensation in claims for expropriation of property, and 
determined that the claimant in that case was entitled to 
recover the fair market value of the going concern that had 
been expropriated by Iran. Settlement discussions continue to 
proceed between numerous American claimants and Iranian 
respondents. 

4. The Tribunal has made significant progress in the 
arbitration of the claims of u.s. nationals against Iran of 
less than $250,000 each. As described in my last report, in 
addition to 18 test cases, the Tribunal has selected 100 other 
claims for active arbitration. As of October 15, 1985, the 
Department of State had submitted Supplemental Statements of 
Claim in 85 of these claims, containing more than 25,000 pages 
of text and evidence. Additional pleadings are being filed 
weekly. Although Iran repeatedly seeks extensions of time 
within which to file its responsive pleadings to these claims, 
the Tribunal has continued to press for their resolution. At 
the Tribunal, three senior legal officers and a law clerk work 
exclusively on these claims. The first three test case 
hearings have been set for December, and six additional cases 
have been set for hearing during the spring of 1986. The 
Department of State remains optimistic that the Tribunal will 
issue its first decision in a fully arbitrated small claim in 
early 1986. Finally, since my last report, another five small 
claimants~~eived awards on agreed terms, bringing the 
total to~ 

5. The Department of State continues to coordinate the 
efforts of concerned governmental agencies in presenting u.s. 
claims against Iran as well as responses by the U.S. 
Government to claims brought against it by Iran. Since my 
last report, the Department has filed pleadings in six 
government-to-government claims based on contracts for the 
provision of goods and services. The Tribunal held one 

7 
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hearing in a major contract dispute on whether it Gould hear 
approximately 1500 cases under the Iranian Foreign Military 
Sales Program closed before October l, 1978. 

In addition to work on the government-to-government 
claims, the Department of State, working together with the 
Department of the Treasury and the Department of Justice, 
filed five pleadings in disputes concerning the interpretation 
and/or performance of various provisions of the Algiers 
Accords. The Tribunal issued one significant decision in an 
interpretive dispute, ruling that -- subject to a limited 
exception, which Iran has stated does not apply to any of its 
claims -- the Tribunal lacks jurisdiction over claims brought 
by Iran against u.s. banks for allegedly unpaid deposits and 
for interesL on transferred deposits. This, together with the 
Tribunal's earlier decision that it lacked jurisdiction over 
standby letter of credit claims asserted by Iran against U.S. 
banks, has resulted in the dismissal of more than 400 of 
Iran's claims against such banks. 

Since my last report, Iran has initiated two new 
interpretive disputes. The first concerns the purported 
obligation of the u.s. Government to satisfy Tribunal awards 
issued in favor of Iran against private u.s. claimants. The 
second concerns the Tribunal's jurisdiction over indirect 
claims for losses incurred by corporations (and similar 
entities) that lack u.s. nationality, but which are controlled 
by u.s. nationals. The Department of State is now preparing 
responsive pleadings in both these proceedings. 

6. The Algiers Accords also provide for direct 
negotiations between u.s. banks and Bank Markazi Iran 
concerning the payment from Dollar Account No. 2 (the 
interest-bearing escrow account established at the Bank of 
England in January 1981 with the deposit of $1.418 billion of 
previously blocked Iranian funds) of nonsyndicated debt claims 
of u.s. banks against Iran. Since my last report, Continental 
Illinois National Bank and Trust Company of Chicago reached a 
settlement with Iran, bringing to 30 the total number of bank 
settlements involving payments from Dollar Account No. 2. 
About 16 banks have yet to settle their claims. In addition, 
a number of those banks that have already reached settlements 
with Iran have reserved claims against Dollar Account No. 2. 

As mentioned in my previous report, attorneys from the 
'Department of the Treasury and the Federal Reserve Bank of New 

York have been negotiating an NAgreed Clarification" with Bank 
Markazi to allow for the payment from Dollar Account No. 2 of 
certain amounts still owing on Iran's syndicated debt. 
Agreement on the text of this 11 Agreed Clarificat.ion 11 was 
reached in June, and Treasury instructed the Federal Reserve 
Bank of New York, as fiscal agent of the United States, to 
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sign the document: however, the Bank Markaz1 representatives 
were not prepared to sign. They claimed the d~lay was due to 
the need to obtain additional formal clearances in Tehran and 
that there was no substantive problem with the agreement. The 
Department of the Treasury is hopeful that the necessary 
approval in Tehran will be forthcoming. 

7. There have been no changes in the Iranian Assets 
Control Regulations since my last report. 

8. Pursuant to a June 7, 1982 Directive License from the 
Department of the Treasury, the Federal Reserve Bank of New 
York had been deducting two percent from amounts received from 
the Security Account in satisfaction of awards rendered by the 
Tribunal in favor of u.s. claimants. The purpose of the 
deduction was to reimburse the u.s. Government for a portion 
of the expenses incurred in connection with the arbitration of 
claims of U.S. persons against Iran before the Tribunal and 
the maintenance of the Security Account from which such claims 
are paid. In ordering the deduction of this user fee, 
Treasury relied solely on the authority of the Independent 
Offices Appropriation Act (the 11 IOAA11

). The amounts deducted, 
which as of August 16, 1985, totaled $1.3 million, had been 
paid into the Treasury as miscellaneous receipts. Last May, 
in a case brought by Sperry Corporation, the u.s. Claims Court 
issued a bench ruling holding that the two percent fee did not 
comply with the requirements of the IOAA and hence was 
invalid. No judgment has yet been issued, and, in light of 
the new legislation described below, it is unlikely that one 
will be issued. 

~ 
On July 31, 1985, Congress passed, and on August 16, 

1985, the President signed, the Foreign Relations 
Authorization Act for Fiscal Years 1986 and 1987, Public Law 
99-93, Title V of which deals with claims against Iran. 
Section 502 of this legislation directs the Federal Reserve 
Bank of New York to deduct one and one-half percent from the 
first $5 million awarded on each claim paid from the Security 
Account, and one percent from any amount over $5 million, and 
to deposit the amounts deducted into the Treasury to the 
credit of miscellaneous receipts. The constitutionality of 
this legislation has been challenged, however, in a 
continuation of the litigation by Sperry. By its terms, 
Section 502 is effective as of June 7, 1982. Consequently, 
the Department of the Treasury is in the process of refunding 
to those claimants.that have received awards paid from the 
Security Account the difference between the two percent fee 
already deducted and the one and one-half/one percent fee 
authorized by Section 502 of Public Law 99-93. These refunds 
will total approximately $2.6 million. 
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Title V of Public Law 99-93 also grants- standby authority 
to the Foreign Claims Settlement Commission to determine the 
validity and amounts of any claims against Iran which are 
settled en bloc by the United States and Iran, and provides 
certain limited exceptions to the disclosure provisions of the 
Freedom of Information Act for Tribunal-related documents 
within the possession of the U.s... Government. 

9. Financial and diplomatic aspects of the relationship 
with Iran continue to present an unusual challenge to the 
national security and foreign policy of the United States. In 
particular, the Iranian Assets Control Regulations, issued 
pursuant to Executive Order No. 12170, continue to Play an 
important role in regulating that relationship and in enabling 
the United States properly to implement the Algiers Accords. 
I shall continue to exercise the powers at my disposal to deal 
with these problems and Will continue to report periodically 
to the Congress on significant developments. 

The Whi~e House, 
Ronald Reagan 

November , 1985 



Administration of Ronald Re_a!(a11. 1985 I A.pr. 22 

National Emergency With R~t to Iran 

Message to the Congress. April 22, 1985 

To the Congress of the United States: 

Pursuant to Section 204(c) of the Interna­
tional Emergency Economic Powers Act 
(IEEPA}, 50 U.S.C. Section l703(c), I hereby 
report to the Congress on developments 
since my last report of October 31, 1984, 
concerning the national emergency With re­
spect to Iran that was declared in Executive 
Order No. 12170 of November 14, 1979. 

I. The Iran-United States Claims Tribu­
nal, established at The Hague Pursuant to 
the Claims Settlement Agreement of Janu-
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Apr. 22 I A.dministration of Ronald Rea~an. 1985 

ary 19, 1981 <the "Algiers Accords"·). contin­
ues to make progress in arbitrating the 
claims before it. Smee my last report. the 
Tribunal has rendered lo more decisions 
for a total of 169 final decisions. Of these. 
125 have been awards m favor of America~ 
claimants; 89 were awards on agreed terms, 
authorizmg and approvmg payment of set­
tiements negotiated by the parties; and 36 
were adjudicated decis10ns. As of March 31, 
1984, total payments to successful American 
claunants from the Securit\ Account stood 
at over $337 million Of the remaining 44 
decis1oru. 22 dtsmissed clauns for lack of 
jurisdiction. 3 partially dismissed claims for 
lack of jurisdict10n. 13 dismissed claims on 
the merits. one approved the withdrawal of 
a claim. four were awards in favor of the 
Government of Iran, and one was an award 
in favor of the United States Government. 

made some progress in arbitrating the 
claims of U.S. nationals for $250,000 or 
more. The Special Chamber, which was es­
tablished to consider requests for withdraw­
als or termmations of claims and for awards 
on agreed terms. rendered 13 awards on 
agreed terms pnor to its dissolution on Jan­
uarv 15, 1985. With the arrival of the two 
ne~ Iranian arbitrators. the Chambers have 
once again begun heanng and deciding 
cases. On March 1, the Tribunal awarded 
R J. Reynolds Tobacco Co. an additional 
$12 million in interest on its claim, the de­
cis10n in which was described in mv last 
report. In total. more than 35 percent of 
the claims for over 1250,000 have now 
been disposed of through adjudication, set­
tlement. or voluntary withdrawal, leaving 
344 such claims on the docket. 

4. The Tribunal has continued with the 
arbitration of the claims of U.S. nationals 
against Iran of less than $250,000 each. In 
addition to IS test cases, the Tribunal has 
selected l 00 other claims for active arbitra­
tion. In 62 of these claims, the Department 
of State has submitted Supplemental State­
ments of Claim, containing more than 
16,000 pages of text and evidence. Addi­
tional pleadings are being filed weekly. AJ. 
though Iran repeatedly seeks extensions of 
time within which to file its responsive 
pleadings to these claims, the Tribunal has 
continued to press for their resolution. At 
the Tribunal, three senior legal officers and 
a law clerk work exclusively on these 
claims. Finally, since my last report, another 
seven of these claimants have received 
awards on agreed terms, bringing the total 
to ten. 

2. In the past six months, there have been 
significant changes in the composition of 
the Tribunal. As I noted in my last report, 
Professor Karl-Heinz Bockstiegel of the 
Federal Republic of Germany was selected 
to replace President Gunnar Lagergren, 
who resigned effective October 1, 1984. On 
December l, 1984. Professor Bockstiegel 
was designated President of the Tribunal, in 
addition to his duties as Chairman of Cham­
ber One. On November 29, 1984, the Gov­
ernment of Iran appointed two new arbitra­
tors to replace Judges Mahmoud M. Kashani 
and Shafei Shafeiei, whose qualifications 
had been challenged by the United States 
following their unprecedented attack on 
one of the third-party arbitrators, Judge 
Mangard, in September 1984. The two new 
Iranian arbitrators, Hamid Bahrami Ahmadi 
and Seyed Mohsen Mostafavi Tafreshi, as­
sumed their duties on January 15, 1985. In 
addition, the Chairman of Chamber Two, 
Willem Riphagen, submitted his resignation 
for health reasons, effective April 1, 1985, 
and the Chairman of Chamber Three, Nils 
Mangard, has submitted his resignation for 
personal reasons, effective no later than 
July I, 1985. Swiss lawyer Robert Briner 
and French law professor Michel Virally 
have recently accepted invitations from the 
U.S. and Iranian arbitrators to join the Tri­
bunal in place of Chairmen Riphagen and 
Mangard. 

3. In spite of the disruptions that I de­
scribed in my last report, the Tribunal 

5. The Department of State continues to 
coordinate the efforts of concerned govern­
mental agencies in presenting U.S. claims 
against Iran as well as responses by the U.S. 
Gm .. emment to claims brought against it by 
Iran. Since my last report, the Department 
has filed pleadings in seven govemment-to­
govemment claims based on contracts for 
the provision of go:>ds and services. These 
claims include a claim on behalf of the 
Agency for International Development for 
over $38 million based on outstanding de­
velopmental loans to the Government of 
Iran. In addition, the Department of State, 
working together with the Department of 
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Treasur\" and the Federal Reser\:e Bank of 
New York have been negotiating an 
"Agreed Clarificatmn.. with Bank Markazi 
to allow the parment from Dollar Account 
l\o. 2 of certain amounts still owmg on 
Iran's svndicated debt 

7. There have been no changes in the 
Iranian Assets Control Regulations since my 
last report. 

the Treasury and the Department of Jus­
tice. filed -responsi\.-e pleadings in two major 
interpretive disputes. One related to Iran's 
claim to over $400 million remaining from 
funds transferred pursuant to the Algiers 
Accords for payment of Iran ·s syndicated 
debt. The other was in response to Iran ·s 
allegations that the United States breached 
its obligatJOn under the Algiers Accords to 
temunate litigation against Iran. The De­
partment of State also filed pleadings in 
four other interpretive disputes. The Tribu­
nal held one hearing in an mterpretzve dis· 
pute on whether the Tribunal has jurisdic­
tion to arbitrate approxunately 111 claims 
brought by Iran directly aga.mst U.S. banks 
which do not involve standb... letters of 
credit. Finalh·. two of the Tribunars cham­
bers have c~nfirmed that action will be 
taken on or about May 20 to strike or other­
wise dispose of 248 claims brought by Iran 
against U.S. banks based on standby letters 
of credit. 

8. Although the attack on Judge Mangard 
in September senously disrupted and de­
layed proceedings for three months, the 
Tribunal resumed full operation in January 
of this year and the two Iranian arbitrators 
who committed the attack were removed 
bv the Government of Iran. Since that time, 
the Tribunal has actively pursued the arbi­
tration of both private and government 
clauns Prehearing conferences and hear­
ings that had been cancelled are being re­
scheduled. The Tribunal has made provision 
for the issuance of awards in cases heard 
prior to the removal of the two Iranian ar­
bitrators and the resignations of President 
Lagergren and Chairmen Riphagen and 
Mangard. This resumption of Tribunal ac­
tivities provides reason to expect that more 
progress wilJ be made in the coming 
months. 

6. The Algiers Accords also provided for 
direct negotiations between U.S. banks and 
Bank Marlcazi Iran concerning the payment 
of nonsvndicated debt claims of U.S. banks 
against iran from Dollar Account No. 2 (the 
interest-bearing escrow account established 
at the Bank of England in January J 981 
with the deposit of $1.418 billion of pre\·i­
ously blocked Iranian funds). As of April IO, 
1985, three additional settlements had been 
reached since my last report between Iran 
and U.S. banks. The three settling banks, 
Irving Trust Company, Morgan Guaranty 
Trust Company, and Banker's Trust Compa­
m·, received a total of $81.91 million from 
Dollar Account No. 2 in payment of their 
claims against Iran. From this amount, 
SiJ.595 million was subsequently paid by 
these banks to Iran in settlement of Iran's 
claims against them, Primarily for interest 
on Iran's domestic deposits with these 
banks. (One of these banks paid Iran an 
additional $8.45 million from other funds.) 
Thus. as of April 10, 1985, there have been 
29 bank settlements resulting in payments 
to the settling banks of approximately $1.5 
billion from Dollar Account No. 2. From 
that amount, the banks have paid approxi­
mateh--$693 million to Iran in settlement of 
lran·s· claims against them. About I7 banks 
ha,·e vet to settle their claims. In addition, 
attorn-eys from the Department of the 

9. Financial and diplomatic aspects of the 
relationship with Iran continue to present 
an unusual challenge to the national securi­
ty and foreign policy of the United States. I 
shalJ continue to exercise the powers at my 
disposal to deal with these problems and 
will continue to report periodically to the 
Congress on significant developments. 

The White House, 
April 22, 1985. 

Ronald Reagan 
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Dear Mr. President 

Under the National Emergencies 
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TO THE CONGRESS OF ~HE UN!TEC STATES 
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'- • .:> .. ..._ • ~ational Emergencies Ac: 
the automatic termination o: a nat.iona:.. emergency un:ess orior to the anniversary date o~ i:s 
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NOTICE 

- - - -

CONTINUATIO~ OF IRAN EMERGENCY 

th=sa t c.o the r:a ti ona l security, foreign pol icy_ and economy / 

Or. N2\ember 14, 1979, by Executive Order NJ. 12170, 

the President declared a national emergency to deal with the 

o~ the Cn1ted States c~nst1tuted by the sit~at1~n in IraG. 

. -c:>nt1r;i;at1.:ir.. Jt 

.R:?c: s ~~ :- :rr: -h ·- - - l 2 : 198(', . -
; ... - .. - . 

192.5. 
T~e=er~re, in accordance with Section 202(d) of t~e 

National E~s~~encies Act, I am continuing the ~atl~nal 
emergency with =espect to Iran. 

This notice s~all oe 
publ:shed tt.e F&deral Reg1st~= and 

~ra~smitted t~ the 

· . 

.. 



THE WHITE HOUSE 

Office of the Press Secretary 

r Immediate Release November 13, 1985 

THE CONGRESS OF THE UNITED S~ATES: 

Pursuant to Section 204(c) of the International Emergency 
anomic Powers Act {IEEPA), 50 u.s.c. Section 1703{c), I 
reby report to the Congress with respect to developments 
nee my last report of April 22, 1985, concerning the 
tional emergency with respect to Iran that was declared in 
ecutive Order No. 12170 of November 14, 1979. 

1. The Iran-United States Claims Tribunal, established 
The Hague pursuant to the Claims Settlement Agreement of 

nuary 19, 1981 {the "Algiers Accords"), continues to make 
ogress in arbitrating the claims before it. Since my last 
port, the Tribunal has rendered 25 more decisions, for a 
tal of 194 final decisions. Of these, 146 have been awards 

favor of American claimants; 101 were awards on agreed 
rms, authorizing and approving payment of settlements nego­
ated by the parties; and 45 were adjudicated decisions. As 
October 15, 1985, total payments to successful American 

aimants from the Security Account stood at approximately 
68 million. In cases between the governments, the Tribunal 
s issued two decisions in favor of each government, 
smissed one claim that had been filed by the United States, 
d dismissed four claims that had been filed by Iran. In 
dition, Iran has withdrawn fifteen of its government-to­
~errunent claims, while the United States has withdrawn only 
ree. 

2. My last report noted various changes in the 
~position of the Tribunal, including the designation of 
rl-Heinz Bockstiegel as President of the Tribunal and 
airman of Chamber One. During the past six months, Swiss 
Hyer Robert Briner and French law professor Michel Virally 
~e assumed their new positions as Chairmen of Chambers Two 
i Three, respectively. Shortly before Messrs. Briner and 
rally assumed their new positions, Tribunal proceedings 
i been briefly disrupted because of travel difficulties 
legedly encountered by Iranian respondents in connection 
th the Iran-Iraq war. With these alleged difficulties 
;ing abated, and the two new arbitrators having assumed 
:ir roles as Chairmen, the Tribunal has resumed normal 
:rations. 

3. The Tribunal continues to make progress in the 
~itration of claims of u.s. nationals for $250,000 or more. 
re than 36 percent of the claims for over $250,000 have now 
:n disposed of through adjudication, settlement, or 
Luntary withdrawal, leaving 330 such claims on the docket. 
= Tribunal issued long-awaited orders in claims involving 
il United States-Iranian nationals, allowing these claimants 
resume actively arbitrating their claims by demonstrating 

:ir dominant and effective U.S. nationality. The Chambers 
;e also made significant awards to several American 
iimants, including a $7.3 million contested award to 
Lvania Technical Systems, Inc. The Sylvania decision also 
rports to set forth a uniform standard for awarding interest 
Tribunal cases. In another important decision, the 
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ribunal decided that, at least in the context of that case, 
he Treaty of Amity, Economic Relations and Consular Rights 
etween Iran and the United States governs the standard of 
ompensation in claims for expropriation of property, and 
etermined that the claimant in that case was entitled to 
ecover the fair market value of the going concern that had 
een expropriated by Iran. Settlement discussions continue to 
roceed between numerous American claimants and Iranian 
espondents. 

4. The Tribunal has made significant progress in the 
rbitration of the claims of U.S. nationals against Iran of 
ess than $250,000 each. As described in my last report, in 
ddition to 18 test cases, the Tribunal has selected 100 other 
laims for active arbitration. As of October 15, 1985, the 
epartment of State had submitted Supplemental Statements of 
laim in 85 of these claims, containing more than· 25,000 pages 
f text and evidence. Additional pleadings are being filed 
·eekly. Although Iran repeatedly seeks extensions of time 
·ithin which to file its responsive pleadings to these claims, 
he Tribunal has continued to press for their resolution. At 
he Tribunal, three senior legal officers and a law clerk work 
xclusively on these claims. The first three test case 
earings have been set for December, and six additional cases 
.ave been set for hearing during the spring of 1986. The 
·epartment of State remains optimistic that the Tribunal will 
ssue its first decision in a fully arbitrated small claim in 
arly 1986. Finally, since my last report, another two small 
laimants have received awards on agreed terms, bringing the 
otal to twelve. 

5. The Department of State continues to coordinate 
he efforts of concerned governmental agencies in 
·resenting U.S. claims against Iran as well as responses by 
.he U.S. Government to claims brought against it by Iran. 
;ince my last report, the Department has filed pleadings in 
ix government-to-government claims based on contracts for the 
•rovision of goods and services. The Tribunal held one 
.earing in a major contract dispute on whether it could hear 
.pproximately 1500 cases under the Iranian Foreign Military 
:ales Program closed before October 1, 1978. 

In addition to work on the government-to-government 
~laims, the Department of State, working together with the 
•epartment of the Treasury and the Department of Justice, 
'iled five pleadings in disputes concerning the interpretation 
.nd/or performance of various provisions of the Algiers 
.ccords. The Tribunal issued one significant decision in an 
.nterpretive dispute, ruling that -- subject to a limited 
•Xception, which Iran has stated does not apply to any of its 
:laims -- the Tribunal lacks. jurisdiction over claims brought 
•Y Iran against U.S. banks for allegedly unpaid deposits and 
:or interest on transferred deposits. This, together with the 
'ribunal's earlier decision that it lacked jurisdiction over 
itandby letter of credit claims asserted by Iran against u.s. 
1anks, has resulted in the dismissal of more than 400 of 
:ran's claims against such banks. 

Since my last report, Iran has initiated two new inter­
)retive disputes. The first concerns the purported obligation 
1f the U.S. Government to satisfy Tribunal awards issued in 
:avor of Iran against private U.S. claimants. The second 
:oncerns the Tribunal's jurisdiction over indirect claims for 
.osses incurred by corporations (and similar entities) that 
.ack U.S. nationality, but which are controlled by U.S. 
1ationals. The Department of State is now preparing 
:esponsive pleadings in both these proceedings. 
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6. The Algiers Accords also provide for direct nego­
:iations between U.S. banks and Bank Markazi Iran concerning 
:he payment from Dollar Account No. 2 (the interest-bearing 
~screw account established at the Bank of England in 
fanuary 1981 with the deposit of $1.418 billion of previously 
llocked Iranian funds) of nonsyndicated debt claims of U.S. 
>anks against Iran. Since my last report, Continental 
~llinois National Bank and Trust Company of Chicago reached a 
;ettlement with Iran, bringing to 30 the total number of bank 
>ettlements involving payments from Dollar Account No. 2. 
~out 16 banks have yet to settle their clai~s. In addition, 
t number of those banks that have already reached settlements 
•ith Iran have reserved claims against Dollar Account No. 2. 

As mentioned in my previous report, attorneys from the 
)epartment of the Treasury and the Federal Reserve Bank of 
lew York have been negotiating an "Agreed Clarification" 
1ith Bank Markazi to allow for the payment from Dollar 
~ccount No. 2 of certain amounts still owing on Iran's 
>yndicated debt. Agreement on the text of this "Agreed 
~larification" was reached in June, and Treasury instructed 
:he Federal Reserve Bank of New York, as fiscal agent of the 
Jnited States, to sign the document; however, the Bank Markazi 
:epresentatives were not prepared to sign. They claimed the 
lelay was due to the need to obtain additional formal clear­
tnces in Tehran and that there was no substantive problem with 
:he agreement. The Department of the Treasury is hopeful that 
:he necessary approval in Tehran will be forthcoming. 

7. There have been no changes in the Iranian Assets ~antral Regulations since my last report. 

8. Pursuant to a June 7, 1982, Directive License from 
:he Department of the Treasury, the Federal Reserve Bank of 
lew York had been deducting two percent from amounts received 
:rom the Security Account in satisfaction of awards rendered 
>y the Tribunal in favor of U.S. claimants. The purpose of 
:he deduction was to reimburse the U.S. Government for a 
>ortion of the expenses incurred in connection with the arbi­
:ration of claims of U.S. persons against Iran before the 
~ribunal and the maintenance of the Security Account from 
1hich such claims are paid. In ordering the deduction of this 
1ser fee, Treasury relied solely on the authority of the 
:ndependent Offices Appropriation Act (the "IOAA"). The 
Lmounts deducted, which as of August 16, 1985, totaled 
;7.3 million, had been paid into the Treasury as miscellaneous 
~eceipts. Last May, in a case brought by Sperry Corporation, 
:he U.S. Claims Court issued a bench ruling holding that the 
:wo percent fee did not comply with the requirements of the 
:OAA and hence was invalid. No judgment has yet been issued, 
Lnd, in light of the new legislation described below, it is 
1nlikely that one will be issued. 

On August 16, 1985, the President signed the Foreign 
lelations Authorization Act for Fiscal Years 1986 and 1987, 
'ublic Law 99-93, Title V of which deals with claims against 
:ran. Section 502 of this legislation directs the Federal 
leserve Bank of New York to deduct one and one-half percent 
:ram the first $5 million awarded on each claim paid from the 
;ecurity Account, and one percent from any amount over 
;5 million, and to deposit the amounts deducted into the 
~reasury to the credit of miscellaneous receipts. The con­
ititutionality of this legislation has been challenged, 
1owever, in a continuation of the litigation by Sperry. By 
.ts terms, Section 502 is effective as of June 7, 1982. 
:onsequently, the Department of the Treasury is in the process 
>f refunding to those claimants that have received awards paid 
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from the Security Account the difference between the two 
percent fee already deducted and the one and one-half/one 
percent fee authorized by Section 502 of Public Law 99-93. 
These refunds will total approximately $2.6 million. 

Title V of Public Law 99-93 also grants standby authority 
to the Foreign Claims Settlement Commission to determine the 
validity and amounts of any claims against Iran that are 
settled en bloc by the United States and Iran, and provides 
certain limited exceptions to the disclosure provisions of the 
Freedom of Information Act for Tribunal-related documents 
within the possession of the u.s. Government. 

9. Financial and diplomatic aspects of the relationship 
with Iran continue to present an unusual challenge to the 
national security and foreign policy of the United States. In 
particular, the Iranian Assets Control Regulations, issued 
pursuant to Executive Order No. 12170, continue to play an 
important role in regulating that relationship and in enabling 
the United States properly to implement the Algiers Accords. 
I shall continue to exercise the powers at my disposal to deal 
with these problems and will continue to report periodically 
to the Congress on significant developments. 

THE WHITE HOUSE, 
November 13, 1985. 

RONALD REAGAN 

. -. ---- ----.---:-·"-,,_ __ ,.._..__, __ 
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