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TO BE RETAINED AS TOP ENCLOSURE

Cabinet / Cabinet Committee Documents

Reference Date
OD(80) 77 29/12/1980
OD(80) 76 23/12/1980
OD(80) 11™ Meeting, only item 16/04/1980
OD(80) 8" Meeting, item 4 19/03/1980
OD(80) 4™ Meeting, item 1 12/02/1980
OD(80) 9 08/02/1980
OD(80) 3™ Meeting, item 3 29/01/1980
OD(80) 6 25/01/1980
OD(80) 1* Meeting, item 3 22/01/1980
OD(80) 4 18/01/1980

The documents listed above, which were enclosed on this file, have been
removed and destroyed. Such documents are the responsibility of the
Cabinet Office. When released they are available in the appropriate CAB
(CABINET OFFICE) CLASSES

Signed N Laroted Date g/_;/Z’/}
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CONFIDENTIAL

MO 26/9/15

FOREIGN AND COMMONWEALTH SECRETARY

N.S. 2N,

1.
A 1

IRAN - THE KHARG

I accept the arguments for our now moving ahead to release
the Kharg and agree that the sooner we resolve this matter with
the Iranians the better. The Royal Navy has decided against taking

the vessel unless it can be obtained at a much reduced price.

s There is one possible complication which we should bear in mind.
Under their original plans to procure the vessel the Iranians required
considerable assistance from my Department in the form of oversight

of ship construction, assistance with crew training, provision of
on-board spares and planned post-acceptance trials and work-up. In
agreeing to release the Kharg now we need to recognise that the
Iranians may seek a resurrected training and trials package, albeit
less extensive, along the lines originally envisaged and this could
pose both practical and political problems for us. However, in

view of the continuing deterioration of the vessel and the potential
for Iranian claims over its material condition, I agree with my
colleagues that our overall interest lies in having the vessel removed
as expeditiously as possible. My own view is that it is worth
providing a_modest measure of RN assistance to achieve this. We
should of course seek to ensure that any assistance given by the

Royal Navy, which could well attract considerable attention in the
media, should be conducted in as low a key as possible. We would also

aim to have such assistance prefunded, notwithstanding the fact that the/|
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Iranians may be putting in a claim against HMG for previous

nugatory training costs.

I am copying this minute to the recipients of yours.

{$A%SHM

Ministry of Defence
21st September 1983

2
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

16 September 1983

J E Holmes Esq.
Foreign and Commonwealth Office
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IRAN: THE KHARG

-

The Chancellor has seen your Secretary of State's
minufe to the Secretary of State for Defence, and
fully agrees with its recommendations.

Copies of this letter go to all recipients of the
minute.

oo

l.(lw .

J O KERR
Principal Private Secretary







DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET
LONDON SWIH OET

TELEPHONE DIRECT LINE 01-215 5 u 22
SWITCHBOARD 01-215 7877
Secretary of State for Trade and Industry B afa
> September 1983
CONFIDENTIAL

The Rt Hon Michael Heseltine MP
Secretary of State for Defence
Ministry of Defence

Main Buildings

Whitehall SW1

M

IRANIAN WARSHIP KHARG: EXPORT LICENCE

I firmly endorse Geoffrey Howe's view in his recent mipute that
the wider British interest will now be served by issulng an
export licence for the Kharg and doing our best to ensure its
departure from our shores as soon as possible. You will no doubt
do what you can to ensure that when the export licence is issued,
an early understanding on Swan Hunter's claim can also be
reached.

2 1 am copying this letter to OD colleagues and to the Minister
for Transport.
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SECRETARY OF STATE FOR DEFENCE

IRAN: THE KHARG

I entirely agree with the Foreign and Commonwealth
Secretary that the sooner we resolve this matter
and the Iranians take possession of the ship the
better. So long as it physically remains here it
will always be a source of exacerbation between

ourselves and the Iranians.

I am sending copies of this minute to OD colleagues

and the Secretary of State for Transport.

h'\

A C

12 September 1983
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From the Private Secretary 12 September, 1983

IRAN: THE KHARG

The Prime Minister has seen the undated minute by the
Foreign and Commonwealth Secretary to the Secretary of State for

Defence about this matter.

Subject to the views of her OD colleagues and of the
Minister for Transport, Mrs Thatcher agrees with the recommendations

in paragraph 9.

I am sending a copy of this letter to the Private Secretaries

to the other members of OD and to Dinah Nichols (Department of

Transport). /

J. Holmes, Esq.,

Foreign and Commonwealth Office
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SECRETARY OF STATE FOR DEFENCE /L/D

Iran: The Kharg

1 Officials have been considering how to deal with this
fleet support vessel built for the Iranians by Swan Hunter
Shipbuilders Ltd at a cost of about £40m, which has been

. ! ’ ; T A
deteriorating on Tyneside since we blocked delivery in 1980.

2. In April 1981 OD decided that we should open negotiations
for the release of the Kharg on condition that an appropriate
understanding was received that the ship would not be used
in the hostilities, and that a satisfactory settlement was

reached concerning Iranian debts relating to the ship.

3. In late 1981 a procedure to satisfy the first condition
was approved by the Attorney-General and the Iranians were
told, in December 1981, that the vessel could be released
provided certain financial questions relating to it were

first settled.

4. Negotiations on these financial questions have been

proceeding desultorily since 1982. The Iranians have now

informed us that they are ready to commission the vessel

and to deliver it to Iranian territorial waters. They have
Tormally requested the issue of an export licence. Officials
in the meantime havs_resolved interdepartmental differences
about how the outstanding debts relating to the ship might
best be settled. The ship itself was of course fully paid

/for
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for in 1980. Th lebts relate to support equipment, spares
and incidental charges. Officials are agreed that the best
chance of settling the comparatively small debts owed to the

MOD and Swan Hunter rests in allowing the Iranians to take

away the ship as soon as possible. (The Attorney-General 1in

any case ruled that a decisionto withhold an export licence
} P

in pursuance of non-Governmental debts would be open to

challenge in the Courts.) I understand that the Department

of Transport is reéady to accept responsibility, if the
Iranians do not pay, for the costs incurred by the Port of
Tyne Authority since 1979, which amount to some £17,000 to

date, in ensuring that the ship remains securely moored and

does not become a hazard to other vessels in the poxrt.

Sl The most difficult outstanding matter relates to the cost

of making the vessel seaworthy. The Iranians claim that Swan

Munter have given them a preliminary figure of £5million,

though Swan Hunter have told the Department of Industry and

Trade that it is considerably less, perhaps in the order of

£150,000. There might also be claims over the now expired
warranty and training rendered nugatory by our decision to
prevent the ship from sailing. The Iranians have warned

us that they hold HMG responsible for these costs. We have,

S
of course, denied responsibility and made it clear that HMG
will not pay them. There is a chance that we may be able to
negotiate an arrangement under which the Iranians commission

and pay for the necessary work, and take the ship away,

without prejudice to the claims of each side. In that event,

the sum would be added to the list of other residual claims

and counter-claims outstanding between the UK and Iran.
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6. Alternatively, the Iranians may opt to have the vessel

towed to another European port or even to try to take it

there under its own steam. Their interest in these options

may be increased if we now give them the export licence they
have asked for. Another possibility for the Iranians would
be to try to sell it to another government as it stands

(I understand that the Royal Navy are no longer interested in

this ship unless the Iranians offer it at a very low price.)

f In any event, it is in our interests that the future of

the ship should be solved if at all possible while the Iranians

—

are in their present mood to negotiate about it seriously.

They have accordingly been sent an interim reply. to their
request for an export licence which reiterates HMG's
willingness to release the vessel provided certain financial
questions relating toit are first settled, and inviting them
to say how they propose to take the vessel away once an

export licence, or UK agreement to the ship being commissioned,

is granted.

8. Obviously, we do not want to grant an export licence
or permit the ship to be commissioned, if it is going to
remain on Tyneside while there is a protracted wrangle over
the appointing and funding of a contractor to make it
seaworthy. But if, on the other hand, the Iranians decided
to tow it away, or remove it under its own power, then it

would be in our interests to grant an expart licence, or

permit commissioning, without further delay.

9. The purpose of this minute, therefore, is to seek your

agreement, and that of our colleagues to whom this minute

is copied, that the April 1981 remit has been pursued as

far as is practicable and that we should accordingly now be

prepared in principle to facilitate the removal of the

Kharg (whether by granting an export licence or by permitting
e
it to be commissioned) as soon as it is clear that the

/Iranians




Iranians are ready actually to take it away - provided always

that our case that the UK is not responsible for the costs of

making it seaworthy remains fully protected. I recommend

further that if the Iranians continue to hesitate about the
method (or the cost) of taking the ship away we should
nevertheless actually issue an export licence valid for a
limited period (and revocable as is normal for all export
licences) in the hope that such a gesture might be decisive
in dispelling Iranian suspicions and getting them actually to

take the vessel away.

10. Peter Carrington informed the then Iraqi Foreign
Minister in March 1981 that we proposed in due course'to
release the Kharg to its owners, and the Iragqis have
reluctantly come to accept that this will happen. The
vessel's uses in a basically land war are, in any case,
very limited.

11, I am copying this to OD colleagues and to the Minister
for Transport.

o

(GEOFFREY HOWE)

Foreign and Commonwealth Office
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-93&30R% 718 2111/3
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ILLEGAL EXPORTS TO IRAN XCZaJk 22/

Neun

In my letter of 15th December 1980 I reported on the
investigations which had been undertaken into reports that
Scorpion tank engines were being exported illegally from the
UK to Iran, and I said that I would write again when these
investigations were complete. Customs and Excise have subsequently
carried out further extensive inquiries, and I am now able to
report further. Some of the background to this story appeared
in "The Observer" on 12th July (extract attached).

These further inquiries have established that 50 Scorpion
tank engines left the country illegally during the latter part
of last year, of which 40 were exported by a Dr Smalley through
M & S International of Leicester and Kofer Holdings. This latter
company is registered in Jersey, which explains the Jersey
connection mentioned in my earlier letter. There is however no
evidence to suppose that the engines were exported via Jersey,
and I am advised that Jersey Aviation are not involved at all.
Ten engines were exported by a firm called Alcom Ltd (not Armalite Ltd
as previously reported, though the person primarily responsible,
Mr Parish, is a Director of both firms). The final destination
of the engines has not been determined. The 40 went to Egypt and
the balance went first to Madrid, but it has not proved possible
to trace their whereabouts thereafter. We have no clear proof,
therefore, that the engines were intended for, or arrived in, Iran.

I understand Customs and Excise believe that the evidence
discovered during their inquiries should be sufficient to support
a prima facie case against Dr Smalley for failure to obtain an
export licence for these engines. In the case of Mr Parish,

M 0'D B Alexander Esq
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investigations have now also been completed, and Customs and
Excise will be submitting the evidence to their Solicitors for
advice on whether it is strong enough to support proceedings.
When this has been done, I gather that Customs and Excise will
be considering what action to take against those concerned.

I am copying this minute to Andrew Jackson (Home Office),
Roderic Lyne (FCO), Richard Tolkien (HM Treasury), Nicholas
MacInnes (DOT) and David Wright (Cabinet Office).

I,

Jwdblyno

e 2

(F D S DAWSON)

2
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PRIME MINISTER Q)T' §§>‘

Ref: AQ4057

CABINET: FOREIGN AFFATRS

At the Cabinet meeting on 22 January under Foreign Affairs (Item 2) the
Foreign and Commonwealth Secretary is likely to refer to the new
situation which has been created in regard to Anglo-Iranian relations
by the release of the American hostages. As the Lord Privy Seal
mentioned to you in his minute dated 16 January, there is now a need
to take an early decision on the lifting of sanctions. You may wish
to check that this is going ahead and if not, why not. The economic
departments are also likely to be anxious for a review of our whole
future relationship with Iran in political and economic terms. It
may be premature for the Foreign and Commonwealth Secretary to embark
on such an exercise until we get a clearer idea of the American
attitude following the release of their hostages, but the task

certainly needs to be undertaken soon.

2. There is also a difficulty about the possible resumption of

supplies of military equipment to Iran, including the Kharg. There

is the general neutrality problem because Iran and Irag are at war

and this is complicated by the position of the four British detainees

in Iran. You will wish to establish whether the Foreign and Commonwealth
Secretary made any progress in relation to this problem at the -
meeting which he attended in Brussels on 20 January with the Foreign

Ministers of the Ten.

ROBERT ARMSTRONG

21 January 1981
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ROYAL COURTS OF JUSTICE

LONDON, WC2A 2LL

01-405 7641 Extn 5201

PRIME MINISTER Aﬂ@ﬂV?

e {fd/ /2“‘/(

—

MAINTENANCE OF THE KHARG

HM

I _have seen your Private Secretary's minute of o

9 {gnﬁéry to FCO, reporting your view that the Kharg

—

should now be maintained from Government funds.

2. I recognise that there may be overriding reasons of
policy why the Kharg should now be prevented, at HMG's
expense, from deteriorating further, or even restored to
a seaworthy condition. But I am anxious that it should
be clear that there is no requirement in law for HMG to

take these steps; and that to do so could have adverse
legal effects of which we should all be aware before the
work is put in hand.

Xe In the first place, these steps would, as I see it,
be inconsistent with the Diplomatic Note sent to the
Iranians on 19 September last, in which HMG stated that it
accepted "no responsibility of any kind for the vessel".
This reflected my earlier advice. The Note was sent in
the context of the movement of the vessel to a safer birth,
but the denial of responsibility was meant to be general in

its scope.

4., In the second place, if the work were carried out
without the express consent of the Iranians and their
indemnity for costs, there is a danger that HMG would acquire
primary responsibility for the vessel and lose any right it
might otherwise have had to claim reimbursement of its
expenditure. I believe this expenditure could be consi-
derable. This risk arises in particular because of the

/Iranians'
CONFIDENTIAL
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ROYAL COURTS OF JUSTICE

LONDON, WC2A 2LL

01-405 7641 Extn

Iranians' Diplomatic Note of 26 September last, in which
it is alleged by them that HMG has "the responsibility
for the upkeep and maintenance of the ship". The dangers

of seeming to acquiesce in this statement are obvious.

B In the third place, these steps would, as I see it,

be inconsistent with the firm policy of the Department of
Trade that HMG does not meet or recognise any legal or
other duty to meet financial loss resulting from the refusal
of export licences. The costs must "lie where they fall".
So far as I know, this policy has never admitted of any
exceptions, and John Biffen may wish to comment.

6. It appears from the terms of the Iranians' Note of
26 September last that they would be unwilling to give any
indemnity for costs. However, if the decision is to
proceed with maintenance, I think it would be wise to send
them a further Note before any work is done; this would
refer to their last Note, inform them of our intentions,
seek their consent to send personnel on board and, so far
as possible, avoid inconsistency with the denials in our
Note of 19 September last. What was said on costs would
depend on HMG's attitude on eventual recovery; but the
wisest course in my opinion, if HMG does maintain the vessel,
will be to proceed on the basis that the costs of this are

unlikely to be recovered.

e This minute is copied to all members of 0D, Keith
Joseph and Sir Robert Armstrong.

MK

19 January 1981
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U 10 DOWNING STREET

From the Private Secretary 9 January, 1981

The Kharg

The Prime Minister has seen the Foreign and Commonwealth
Secretary's memorandum of 22 December about the maintenance of
the Kharg. She has also seen the Defence Secretary's minute
of 2 January on the same subject. The Prime Minister considers
that the Kharg is Iranian property which has been paid for and
which we are holding. We here have a duty to keep it in good
order. The ship must therefore be maintained from Government
funds. In the Prime Minister's view it should be possible
for Departments to reach agreement on responsibility for meeting
the costs of the maintenance of the ship without necessitating
discussion at OD.

I am sending copies of this letter to the Private
Secretaries to the other members of OD, to Ian Ellison
(Department of Industry) and to David Wright (Cabinet Office).

G.G.H. Walden, Esg., C.M.G.,
Foreign and Commonwealth Office.




.DEPAR.TMENT OF TRADE 1 VICTORIA STREET LONDON SWI1H OET Telephone01-215 7877

Fromthe Secretary of State

G G H Walden Esqg
P“lraue Secretary to the
Secretary of State for Foreign
and Commonwealth Affairs
Foreign and Commonwealth Office
Downing Street -
Iondon, SW1A 2AL . January 1981
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THE KHARG

My Secretary of State has read Iord Carrington's minute of
25 December on this subject. He sees that there are serious
difficulties whatever we do, and he considers that, before
final decisions are taken, the recommendations in the minute
should be discussed at the next convenient meeting of OD.

I am sending copies to the Private Secretaries of the other
members of 0D, and to David Wright (Cabinet Office).

(/

L“_Q/
S H.&‘P‘“OH P)"\"A

Private Secrefary
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The Foreign and Commonwealth Secretary has c1rcu1ate a memora

(OD(80) 76) to his OD colleagues on this subject on 2/31'8 December 1980 in wlﬁ'cz

Ref: A03915

he has recommended against the immediate release to the Iranians of this ship,
m———— e —
and also against its maintenance from government funds. He suggests that

decisions on these points might be taken '"out of Committee'’,

2 I think that the Prime Minister can agree to the suggestion that The Kha
should not be released while the Iran/Iraq war continues, but the question
whethe:-not the ship should be allowed to deteriorate raises more difficult
issues. These are reflected in the second paragraph of the Secretary of State
for Defence's minute to the Foreign and Commonwealth Secretary of
2nd January.

3. If no money is spent on maintaining The Kharg the ship is going to

e
deteriorate fairly quickly, to an extent that will require very considerable

expenditure before she is fit for service. This is likely to .pr0ve a major
m———— Ty

obstacle to the restoration of good relations with Iran in due course, as the

Iranians have already paid in full for the ship. This situation could well lead
to a proposal at that stage for substantial additional public expenditure to
renovate the Kharg, as there may well be a prospect of rich export orders to
Iran which may be undertaking a process of reconstruction after the war. For
these reasons I think that the matter could well be discussed at a future OD
meeting even though the conclusion which may be reached may be the same as
the Foreign and Commonwealth Secretary recommends in OD(80) 76; and I

suggest that the Prime Minister should propose accordingly.

el [ rerien G

1‘ u.-

K u,.a—-;“::"
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Robert Armstrong)

6th January 1981
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THE KHARG

In view of the political and legal

O-!,th'-':(. tions to gr anting
an CVpJfL lLCCI ce at present, I

o

agree that we should reject the
reasons mentioned in

immediate release of the KHARG for the
your paper (0OD(80)767.

also recognise the difficulties involved 'in the proposit
G should take action to maintain the condition of the
Nevertheless, if the vessel is allowed Lm uunuti;vﬁ'
bound to cxﬂfeinnuu the dispute with the :
se the damage to our future defernce ss S prospect.s
aﬁc*LJ «Je relations ”;frz ally. My Depart:
e nujn!cqtiic \UJK on the KHARG, on a rvnn;cm
like you, I could mot meet the F(L;L from my
t's budget [?1,‘ ess funds c#n be made avai J_aaiﬁ}_f
QIS(AJ1UJ:-, there 59;;ns, therefore, to be no alte:

rnative but tc
allow the vessel to deteriorate, and to accept the consequences

3 I am sending rop les of this mipnute to the Prime h}“

the other members of OD, to the Stbrcyary of State for
and to Sir Robert Armstrong

Ministry of Defence

2nd January 1281
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MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01- 98HFFIX 218 2111 / 3

MO 26/9/15 15th December 1980
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DEFENCE SALES TO IRAN

As you already know, it came to our notice recently that
attempts were being made through a number of international companies,
including SETI International of France, to export Scorpion tank
engines from the United Kingdom to Iran. I am writing to inform
you of the results of our investigations so far.

The Scorpion is powered by a Jaguar J60 4.2 litre engine
de-rated in horse power and proofed for underwater running. The
only normal sources of supply for overseas customersare the MOD's
Defence Sales Organisation, who hold stocks of Scorpion spares for
overseas customers together with spares for the British Army, and
Alvis Limited, the manufacturers of the Scorpion.

No order has been received by these sources from any unusual
customer. This would therefore rule out Spain and Portugal (both
of whom had appeared in the evidence as intermediaries for the
delivery of engines to Iran), neither of whom operate the Scorpion.
The inquiry was therefore widened to include the manufacturers of
the engine, Jaguar Motors Limited. I understand that it would be
possible to fit a standard Jaguar car engine to a Scorpion but that
this would limit the scope and efficiency of its operation. As
standard car engines are not subject to export control, this would
make investigation and suppression of the supply more difficult.

It was discovered however that Jaguar Motors had received
an order for, and had delivered, ten de-tated and waterproofed
Jaguar engines to a firm called Armalite Limited and were in
process of packing and delivering a further ten. The Export
Licensing Branch of the Department of Trade acting in association
with the Defence Sales Organisation and Customs and Excise have
now notified Armalite that the engines concerned are covered by

M 0'D B Alexander Esq

1
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the provisions of Group 1 of Part II Schedule 1 to the Export

of Goods (Control) Order 1978 and may not therefore be exported
without a licence. The investigations have revealed that

further engines, possibly as many as &gh'have been delivered

to Iran. There is also evidence that another company,-M and S
International, operating through Madrid and Cairo are involved.

We believe that supply through all UK channels has been stopped but
our investigations are still proceeding.

In addition to engines for Scorpion, the Iranians are making
efforts to obtain engines for Chieftain tanks from this country.
Our officials are, however, in close contact with all known sources
of supply. The Iranians are also looking for American aircraft
spares from a number of countries. We think it unlikely that UK
firms would be approached for the supply of American aircraft
spares, which would in any case be subject to export licence.
There is some evidence, however, that a Jersey-based company may
be involved and this is being investigated in co-operation with
the Jersey Authorities. You may recall that Jersey Aviation were
prosecuted some years ago for the illegal supply of tank spares
to South Africa but it is not yet known whether the same company
is involved on this occasion.

I will write to you again when investigations are complete.
I am copying this letter to Stephen Boys Smith (Home Office),
Paul Lever (FCO), Richard Tolkien (HM Treasury), Stuart Hampson
(DOT) and David Wright (Cabinet Office).

GTLLLMH/&“
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Ref, A03765

MR, ALEXANDER

Defence Sales to Iran

Sir Robert Armstrong thinks that the Prime

Minister should be aware that the Defence Intelligence

Staff have obtained evidence of the sale of British

D i

Scorpion tank engines to Iran, as set out in the

attached note dated 5th December from the Deputy
Chief of the Defence Staff (Intelligence). We will

let you know the outcome of the investigation which

the Ministry of Defence have already put in hand.

(D.J. Wright)

5th December, 1980

SECRET




SECRET - MORAY
AN

@ DsT/ /17/520
Ve e

PS0/CDS

M\ ——
PS/PUS ' ‘“" R

\nk{%\\ [ ‘§J«
I RAN/" il Rf'tg
MILITARY TRADL

DELIVERY CF SCORPION TANK ENGINES FROM UK TC TRAN

-

I There is clear Sigint evidence that SETI International of

France has negotiated the sale of Scorpion Tank engines between

————————— —

the United Kingdom and Iran.

2 At least one delivery has been effected, possibly on

25th November, having been staged by air through Madrid. It

is possible that up to 40 engines have been delivered out of

.an order which has risen from 50 to 100 (although it is possible

that some of these engines could bte supplied from Belgium).

—

Considerable payments have been made. Sigint reveals that a

further, and perhaps final delivery of 40 engines is expected
e —

by 15th December.

3 AUS(Sales Admin) is in charge of the investigation of how

the UK involvement has occurred and is acting on information

that 10 engines are due to be taken shortly from Jaguar's at \\\&

e

Coventry to an address in London NW1 and marked for passage to
e ) R T

—————

"¥MC, Lisbon"
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J F Halliday Esq
Private Secretary to the
Home Secretary

Queen Amme's Gate
London SW1

American hostage
the Chancellor of the Zxchequer on 10 June noting tl
reporting in due course on contingency planning against the possibility that the
Iranians might attempt to sail the Kharg illegally away from the Tyne., I have
been acting as Chairman of an interdepartmental group of officials who have been
dealing with this issue. It is in that capacity that I am sending you this

interim report.,

2e I attach a note describing the contingency plans which have been made to deal
with a possible attempt by the Iranians to make a getaway in the Kharg. The main
points are:=

a. The Northumbria police and the Royal Marines remain ready to act if
necessary.

b. Some 48 hours' warning of an attempted getaway can be expected (because
it takes this long to get up steam).

Ce If the police judged that they could handle an incident on their own
they would do so, keeping the Home Office informed.

d. If the police wanted assistance from the Royal Marines, the decision to
deploy a marine contingent and to commit it to action would be reserved to the
Home Secretary, Defence Secretary and their Ministerial colleagues.

3. The likelihood of these plans having to be implemented remains very ﬁ?f@é&se
both because fuel supplies to the Kharg have been severely restricted an 1% 1s very
doubtful whether her Iranian crew are capable of navigating her out of the Tyme
from her present position.

1
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4e As the attached note makes clear, the need for any contingency plans would be
virtually removed if the Kharg were turned round to face up river. This would
involve moving the vessel dowm river to a point where she can be turned round and
then re-berthing her. A new berth will be prepared to enable this to be done by
about the end of September, by which time the Kharg will need to be removed from
its present berth anyway to meke room for the fitting out of HMS Illustrious,
The cooperation, if only passive, of the Iranian crew will be required to carry out
the move = unless by that time the crew have been called to Iran. A recent note
rom the Iranian Ministry of Foreign Affairs indicated that this would be done if
an export licence for the Kharg were not issued within two weeks. The two weeks
have now expired and it remains to be seen whether the crew do in fact depart. If
they do the movement of the ship should present fewer practical difficulties.

S5e In writing to the Iranian Captain of the Kharz to tell him
move, the Chairman of Swan Hunter has made it clear on official
arrangements which obtain for your present berth would apply to
would be expected to pay for all services",

6. I am copying this le
Secretaries of the other m
and to David Wright.
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CONTINGENCY PLANS FOR RESTRAINING THE KHARG'S DEPARTURE

1. The arrangements described below, which have been worked out jointly between
Customs and Excise, the Northumbria police, the Royal Navy and the Royal llarines,
have been drawn up against the risk that the Kharg may try to depart illegally
from her present position facing dowmstream in the Swan Hunter yard. The ship is
currently cold and it would teke over two days to raise steam. It would not be
possible to conceal for more than a few hours at the most that the main boilers
had been lit and we can, therefore, be confident that there would be about 48 hours
warning before the ship could be ready to depart., If the Iranians had been
allowed 1o raise steam to fire the boilers for basin trials or other machinery
trials, warning time would be reduced to two to three hours; but it is not

practicable to undertake such trials in the Kharg!s present berth.

2e If the Kharg were turned to face up river the problems of an attempted
departure from this position without the aid of tugs would increase immeasurably
and the possibility of any need to resort to military assistance would reduce
accordingly. The contingency arrangements for this situation need further

examination.

3. Assuming that the ship's Commanding Officer would not accept the instructions
of HIl Customs to desist from departing, there are four main options for seeking to

restrain the ship., These are, in order of escalation:-

ae UWith direct access to the ship by means of her gangway: the Northumbria
police, some armed, would board and control key areas of the ship. INo military

assistance would be required.

b. Ship still alongside but with no direct access by gangway: the police
would need to improvise access — eg by bucket carried in cranes, ladders,
street lamp repair vehicles, or, in certain conditions, helicopters - and

would require military assistance to provide cover for, and assist in, access.
Additionally, an RN tug, HIS Wekeful, if available in time, or a civilian tug

if the owners could be persuaded to undertake the task (which is judged unlikely
could be used to hold the ship on her berth.

ce Ship no longer alongside but in the Tyne: some form of assault would be

However because of Ay ;
required, the risk of gunfire, with consequent risk to civilians on both sides

1
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of the river, and the risk of collision with danger to other shipping, the

options for effective action are likely to be seriously curtailed.

de Ship clear of the mouth of the Tyne: there would be scope for various
types of military action. This might take the form of a Royal Marines assault
from helicopters alone or by a Royal Marines boarding party from a ship. This
could be a hazardous operation if carried out agzainst a determined and armed
crew. The success of such an operation would be greatly enhanced by special
training and rehearsal and a training programme for this task is already in
hand. Hot pursuit could be established by ships or aircraft to enable
legitimate chase to be continued beyond the three mile limit of United

Kingdom territorial waters.

lave arms, but
this risk cannot be discounted.
might be available. lioreover,
hat the Iranians would seek to trade these

5 The police have made arrangements to prepare to board the ship under options

a. and b. of paragraph 3 above. In particular, they have instituted two levels of
warnings-—

a. If they suspected that the ship intended to depart, ie the ship had begun

to raise steam, they would institute a "red alert", involving 48 hours' notice

of possible action; military units would be brought to a state of readiness

to be deployed to a military establishment in the Newcastle area before the end
of the 48 hour period; and the Home Office would be warned of this, and would

thereafter keep in close touch with the police.

be. If clear signs of preparations for departure were observed a state of
"purple alert" would be instituted, under which 100 police, some armed, could
be assembled at the local police station within one hour, and the military
units would be available for deployment to the quayside within one hour. The
Home Office would be informed immediately, as would Flag Officer Scotland and
Northern Ireland (FOSNI) who would be responsible for taking control of any




military operation by the lMarines, The Home Office would be responsible for
alerting other Whitehall Departments and their own Ministers in order to
ensure that all concerned could be assembled quickly if the need arose. These
arrangements would also be made under a "red alert" if police requested the

deployment of the Royal lMarines,

& Decisions that would be required in the event that signs of preparations for

departure were observed (and a state of alert initiated) are:=

a«. Whether to seize the ship using police only. This would be a police

decision based on local assessment, but the Home Office would be kept informed.

their base, This

-

would be tak he linistry : receipt of a recuest

local police passed via t i Ministers and the other

Departments concerned would be alert

Ce Whether to deploy Royal llarines tc the scene. This decision would be

taken by the Home Secretary, in consultation with the Defence Secretary, on

police application,.

de Whether to activate COBR. This would be a Cabinet Office decision to be

taken in the light of advice from the Home Office.

e. Whether to attach a marine contingent in support of the,police under
plans a. or b. of paragraph 3 above. This would be a decision for the Home

Secretary, in appropriate consultation with his colleagues,

fa Whether to assault the ship either in or outside the river. This too
would be a decision for the Home Secretary, in consultation with his colleagues.,

Responsibility for the conduct of the operation would be for FOSNI.
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TO ROUTINE Fco

TELEGRAM NUMBER 745 oF 21 AUGUST 84,
= S s,

YOUR TELNO 432 4 THE KHARG.

1. TEXT WAS SENT (OR WwaAS SUPPGSED TO HAvE BEEN SENT) N
CONFIDENTIAL BAG WHICH LEFT HERE oN 15 JuLy,

2. IT IS AS FOLLOWS 1

THE MFA OF THE ISLAMIC REPUBLIC OF |RAN PRESENT THEIR
COMPL IMENTS TO MM EMBASSY IN TEHRAN AND FURTHER TO THE
DISCUSS10NS ABOUT THE KHARG WARSH |p BETWEEN HE THE POLITICAL
DIRECTOR-GENERAL OF THE MFA AND THE EMBASSY’S CHARGE
D*AFFAIRES AND BETWEEN THE CHARGE D’ AFFAIRES OF THE
EMBASSY OF THE ISLaMIC REPUBLIC OF IRAN AND AUTHORITIES OF
THE BRITISH FOREIGN MINISTRY, HAVE THE HONOUR TO STATE AS
FOLLOWSs
THE MFA OF THE ISLAMIC REPUBLIC OF IRAN REGARD AS AN UNFRIENDLY
ACT THE DECISION OF THAT GOVERNMENT CONCERNING THE NON=~| SSUE
OF. AN EXPORT PERMIT TO THE KHARG WARSH|P AND RESERVE THE RIGHT
TO TAKE ANY LEGAL ACTION TO COMPENSATE_EDR S_INCURRED.
THE MFA OF THE ISLAMIC REPUBLIC OF IRAN BRING TO THE ATTENTION
OF THE EMBASSY THE IMPORTANCE ATTACHED TO THE MATTER AND HOPE
THAT THAT GOVERNMENT wOULD RECONSIDER ITS DECISION CONCERNING
THE NON~iSSUE OF AN EXPORT PERMIT.
WYATT
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FM TEHRAN 1411552 JUL M’
TO ROUTINE FCO

TELEGRAM NUMBER 647 OF 14 JULY 80

INFO ROUTINE WASHINGTON AND MODUK (FOR BRADEN DEFENCE SALES)
MY TELNO 583 : THE KHARG.

WE COLLECTED TODAY, AT MFA REQUEST, AN *’URGENT NOTE’?’, WH I CH
IS IN FACT DATED 9 JULY. IT REFERS TO MY DISCUSSION WITH
ETESSAM REPORTED IN TUR AND TO THE EXCHANGES IN LONDON
BETWEEN THE DEPT. AND THE IRANIAN EMBASSY, DESCRIBES THE NON-
ISSUE OF AN EXPORT LICENCE AS AN UNFRIENDLY ACT AND RESERVES
THE RIGHT TO SEEK, BY LEGAL ACTION, COMPENSATION FOR DAMAGES
INCURRED.

2, THE NOTE CONCLUDES BY DRAWING ATTENTION TO THE IMPORTANCE
OF THE MATTER AND EXPRESSING THE HOPE THAT HMG WILL RE=-
CONSIDER ITS DECISION.

3. FULL TEXT OF NOTE TO MED BY BAG.

THIS TELEGRAM
WAS NOT
ADVANCED

ADBDITIONAL DisT!,
TEHeaN SPetiaL
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THE KHARG ~

Thank you for your letter of 6th June, commenting on ‘my
Private Secretary's letter of 29th May to Peter Carrington's
Private Secretary. You will now have seen his letter of
6th June.

Officials from the Departments concerned are meeting to
assess the latest position, to consider the contingency
arrangements of the police, the Customs and Excise staff and
the military, and will report. In the light of our
correspondence, they are in no doubt of the need for direct
Ministerial decision to authorise military involvement, or of
the importance of advance Ministerial discussion. In the
light of their report, we can consider what clarification we
need to give about the extent of any authority to act without
reference to Ministers.

Copies of this letter go to the Prime Minister, to the
Foreign and Commonwealth Secretary, the Defence Secretary,
the Secretary of State for Trade and Sir Robert Armstrong.

W W

The Rt. Hon. Sir Geoffrey Howe, Q.C., M.P.




COFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

6 June 1980

The Rt. Hon. William Whitelaw MP
Secretary of State for the
Home Department.

_[/’IPﬂﬂd’ LJ ;itﬂg

Your Private Secretary wrote to Peter Carrington's Private
Secretary on 29 May expressing your disquiet at the suggestion
that authority might be delegated to senior Foreign Office
officials to use the Royal Marines to prevent the Iranian
naval supply vescsel, the Kharg, from sailing. The letter
went on to suggest that such a decision should only be

taken by Ministers collectively.

As you are no doubt aware, the present position is that

the ship is being detained in this country because an
export licence which is required under the Export of Goods
(Control) Order 1978 is being withheld. The responsibility
for stopping the exportation of the vessel in these
circumstances rests with HM Customs and Excise.

I share your hope that steps can be taken to make the
sailing of the ship almost impossible. I also understand
that, even at present, the time it would take the Kharg to
prepare to put to sea would allow sufficient time for
Ministerial consultation. But I think we have to face

the possibility that, contrary to all expectations, the
local Customs staff might have to aet immediately if they
are to attempt to prevent the ship sailing. The Customs
have made contingency arrangements with the local Police
to assist them in such an event. It must Turther be
recognised that if the Iranian Navy personnel were to
resort to violence it might become necessary to summon
the help of the Royal Navy. In such circumstances there
might well not be time for prior Ministerial consultation,

/Your letter

CONFIDENTIAL.
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Your letter inevitably raises the question for HM Customs
and Excise whether they should instruct their local staff
not to take action until formal Ministerial clearance has
been given, with the attendant risk that contrary to the
express wishes of the FCO, this might involve sufficient
delay to enable the Kharg to sall., I think that early
clarification of the position-is essential, so that any

of those (including Customs officers) who might be involved
on the spot can be =zure of the extent of their authority

to act without reference to Ministers.

I am copying this letter to the Prime Minister, the Foreign

Secretary, the Defence Secretary, the Secretary of State
for Trade and Sir Robert Armstrong.

GEOFFREY HOWE

CONFIDENTIAL







Foreign and Commonwealth Office

London SWI1A 2AH

| 6 June 1980 Qi)

fo be sumae f fs oy I}
Pl ~ Gl .
QM " The Knarg ; s /Z‘«/&

i §)- Thank you for your letter ofrBQ.May about the use, if ~
necessary, of military force to prevent the Kharg from
sailing.

2, Lord Carrington agrees that, if at all possible,
measures should be taken which will make it impossible for
the Kharg to put to sea, rather than having to resort to
military force. IT also remains true that at present the
crew are showing no signs of wishing to try sailing the
ship away, no doubt realising that this would almost
certainly be beyond their capacity. However, the
possibility, though remote, remains that an instruction
might be sent from Tehran for the ship to set to sea, and
in those circumstances we would need to do whatever is
necessary to prevent this happening. If the Iranians
were to get away with it, this would cause us the acutest
embarrassment with the Americans, and public ridicule.
S

3. The suggestion that the Foreign and Commonwealth
Secretary has delegated to officials authority to use the
Royal Marines is_incorrect. Several weeks ago when FCO
Ministers were consulted about the possible use of the
Marines, they authorised FCO officials to state on their
behalf that Marines should be used if absolutely necessary,
if for any reason an FCO Minister could not be contacted
promptly enough, eg over a weekend, in time to prevent the
Kharg sailing.

4, It remains Lord Carrington's view that the Marines
should if necessary be used to prevent this. Equally, he
agrees that the appropriate Ministerial discussions should
take place, if there is time. It is, of course, understood
that the Home Secretary would be in the lead on this.

)M I am copying this letter to the recipients of yours.

‘»7‘/'.9—-'-""

57 ze

(G G H Walden)

£ o Private Secretary

PS/Home Secretary
Home Office
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From: Tue PrivaTe SECRETARY
| consicenTiAL_|

HOME OFFICE
QUEEN ANNE'S GATE LONDON SWiH AT

29 May 1980

! THE KHARG

The Home Secretary has been informed of the contingency
planning that is in hand to prevent, if necessary by force, the
Iranian naval supply vessel, the Kharg, from sailing from
+Tyneside. He was disturbed by a suggestion that insofar as the
Foreign Secretary was concerned, authority to use the Royal
Marines for this purpose might be delegated to senior FCO
officials. Apart from his responsibilities as Home Secretary in
relation to possible police involvement, he is concerned to
ensure that if it became necessary to take offensive military
action here in a case of this sort, this should be done only by
the direct decision of the appropriate group of Ministers under
his chairmanship - as would be the case if military force were
required to resolve a terrorist incident, or if military aid to
the civil power were otherwise necessary.

On present information, the possible need to fall back on
such contingency plans seems remote and the Home Secretary is
clear that the right way to proceed is to ensure that the ship's
movement is prevented by other means (for example, the
restri ction"0f fuel supplies or by turning it round to face
upriver). But he nopes that bot e rorelgn secrecary and the
DeTence Secretary will agree that should there be any question
of the use of military force, the possible movement of troops and
the overall contingency arrangements should be the subject of
Ministerial discussion. If, as a result, the use of force were
contémplarted, the nome Secretary would wish to consult the Prime
Minister. He understands that the time it would take the Kharg
to prepare to put to sea would allow sufficient time for this
procedure. Although the deployment of the Royal Marines is a
matter for the Defence Secretary, the Home Secretary hopes he will
agree that equally there should be no overt military
reconnaissance of the ship, and the area surrounding it, without
Ministerial authority.

/Apart from the

G G H Walden Esq

| CONHDENﬂpi:]




Apart from the interest of Lord Carrington and the Defence
Secretary, the lead in preventing an illegal export lies with
the Department of Trade and Customs and Excise. I am therefore
copying this letter to the Private Secretaries to the Prime
Minister, the Defence Secretary, the Chancellor of the
Exchequer, the Secretary of State for Trade, and Sir Robert

Armstrong.
AR

(J A CHILCOT)

p—
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TO IMMEDIATE TEHRAN ° {
TELECRAM NUMZER 228 OF 10 APR 8

INFO IMMEDIATE WASHINGTON, MOD (FOR BRADEMN, DEFENCE SALES)
MY TELNO €18 TO WASHINGTON X!

1. SWAN HUNTER YESTERDAY RECEIVED A TELEX FROM COLONEL KAMKAR
GIVING & E THAT THE IRANJAN MINISTRY OFNATIONAL DEFENCE WAS
READY TO MAKE THE FINAL PAYMENT OF POUNDS STERLING 10 MILLION:
FOR THE KHARG BY THE DUE CONTRACTUA fERY DATE (11 APRIL),

SND ASKING THAT SWAN HUNTER MAKE THE NECESSARY APPLICATION AS THEIR
AGENT FOR AN EXPORT LICENCE, PAYMENT WAS NO HOV'EVER, L INKED

a

PRIOR APPROVAL FOR AN ExPORT LICENCE., SWAN HUNTER |MMEDIATELY
IED (WITHOUT CONSULTING OFFICIALS) WELCOMING THE IRANIAN
PROPOSAL FOR PAYMENT AND PROVIDING DETAILS OF HOW THE MONEY SHOULD

% I
-

BE TRANSFERRED

L]

2, THIS RAISED THE PROBLEM THAT, IF THE IRANIANS PAY
SALAHCE OWED, SWAN HUNTER WILL HAVE NO FURTHER LIEN ON THE SHIP
ASS INTO FULL IRANIAN OWNCRSHIP, AND APART :-h—i_;-*a

WOULD BE NOTING TO PREVENT IRANIAN COMMISS1ONING
MHICH WOULD THEREBY BECOME INVOILABLE UNDER

L I 5O o

AW, SO THAT WE COULD NOT LAWFULLY PREVENT ITS
QUR ONLY MEANS OF PREVENTING THIS INVIOLARILITY TAKING

o el

|F PAYMENT WAS MADE BY THE DUE DATE WAS TO INFORM THE IRANIANS

IN ADVANCE THAT HMG WOULD T APPROVE COMMISSIONING OF THE SHIP

PENDIHG CONSIDERATION © = NECESSARY APPLICATION FOR AN EYPORT

LRR e v 4
L.ICENCE.

Sl.:.‘ A

WAN HU

|T"

L

# CALLED YESTERDAY ONTHE LORD PRIVY SEAL, WHO
INFORMED THEM THAT IN THE PRESENT CIRCUMST ANCES HMG COuUL"® NOT

TNy G I L 4 e e 12
AGREE TO EXPORT AND TH/ WE SHOULD HAVE TO WITHHOLD OUR APPROVAL
FOr COMMISSIONING, THIS HAS REEN FORMALLY NOTIFLED 1N VRITING
THIS MORNMNIMNG TO THE |RAMNIANS HROUGH 1E 1 RAN AN OMARNTIER

ENT N THE SWA!




REMAL 1— HAVE TODAY

APPLICATI0Y TO THE DEPARTMENT OF TRADE FOR AN

THE PICTURE OVER DELIVERY 1S, HOWEVER, SOMEWHAT CONFUSED
YESTERDAY OF THE RESIDENT IRANIAN COMMANDER TO

SATISFACTORY COMDITION FOR FINAL

(SRl

R e
IHTWORK DIFF

THAT AN EXFORT
UNDERSTAND SWAN

WE ARE TAKING STEPS ! \RE NO FACILITIES
AILABLE TO THE IRANIANS TO ALLOW THEM TO ATTEMPT TO
“ITHOUT A LICENCE AND AM IN TOUCH WITH

AR INGTO!

Ty T i ™
LPALTHENTOL IS8T ADDrTIONA L DIST
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CONFIDENTIAL Sy

PRIME MINISTER \C.-¢. Mr. Alexander

\ © Mr. Lankester

THE KHARG

The Lord Privy Seal held a meeting late this afternoon with
representatives of Swan Hunter and others to consider what to

do next about the Kharg. The ship is now ready for commissioning
and all the Iranians have to do is pay the final €10 million

to take it over, in law and in fact.

The Lord Privy Seal has concluded that we have no alternative

but to tell the Iranians tomorrow morning that we will not permit
them to commission the ship in the UK. He has also made it
clear to Swan Hunter that we shall refuse an export licence.

You will remember that an export licence would not be necessary
if the ship had already been commissioned, so that it is

necessary to follow both courses of action simultaneously.

The news is likely to be public quite soon, given that there
has already been some interest in the fate of the Kharg. The

FCO are working on an appropriate press line.

The Iranians have 200 sailors in this country already. It is
possible that they might seek to take over the ship and sail
it down the Tyne, but Swan Hunters advice is that they would

need both tugs and local pilots to do this successfully.

All of this looks likely to be very difficult, but the Lord
Privy Seal feels that we have no choice but to go ahead along

the lines I have described.

9 April 1980

MS
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INFO PRIQORITY TEHRAN - LE Aabl.
aﬁﬂ:ﬂ Hdb ad will Le Pft a

US/IRAN: THE KHARG \M\SL' *‘-“ LC‘,,,J Ia_,at' E-\.{'W"[“
“‘J

1. WARREN CHRISTOPHER HAS JUST TELEPHONED ME IN SOME STATE ABOUT
THE TELEGRAM HE HAS RECEIVED FROM THE US AMBASSADOR IN LONDOMN
REPORTING OUR INTENTION AS EXPRESSED BY THE LORD PRIVY SEAL TCIAY
TO GO AHEAD WITH THE DELIVERY OF THE NAVAL VESSEL, KHARG, TO IRAN
THIS FRIDAY, THE US AMBASSADOR WAS CONVEYING A MESSAGE ASKING US

TO MAINTAIN AS MUCH PRESSURE AS POSSIBLE UPON IRAN AND WHAT THE
LORD PRIVY SEAL IS REPORTED TO HAVE SAID ABOUT THE DELIVERY OF THIS
SHIP HAS GONE DOWN EXTREMELY BADLY HERE,

2. CHRISTOPHER SAID THAT THE MOOD OF THE U.S.A. IS INCREASINGLY
TURNING AGAINST THE ALLIES FOR NOT GIVING THE US ADEQUATE SUPPORT
EITHER ON [RAN OR AFGHANISTAN, HE HAD BEEN ON A TELEVISION
PROGRAMME THIS MORNING WHEN HE HAD BEEN MADE DIRECTLY AWARE OF THE
UPSURGE OF THIS FEELING. THERE WAS NO DOUBT THAT IT WOULD GROW,
RATHER THAN DIMINISH. AN ACT SUCH AS WAS NOW PROPOSED CF DELIVERING
A NAVAL VESSEL TO IRAN WOULD BE TAKEN TO SYMBOLISE BRITISH LACK

OF UNDERSTANDING AND SUPPORT.

3. | MUST SAY THAT | HAD NOT BEEN UNDER THE IMPRESSIOR THAT WE
WERE INTENDING TO DELIVER THIS VESSEL IMMEDIATELY. THERE CAN EE NC
[DUBT ABOUT THE VERY ADVERSE EFFECT UPON OUR RELATIONS HERE. BOTH
PUELIC CPINION AND THE US GOVERNMENT WILL TAKE IT VERY BADLY AND
CUR INTERESTS WILL BE ADVERSELY AFFECTED IN OTHER SPHERES,

4. | URGE THEREFORE THAT SUCH A DECISION, IF IT REALLY HAS BEEN
MADE, SHCOULD BE RECONSIDERED.

5. VANCE HAS SUMMONED ME, WITH THE OTHER AMBASSADCRS OF THE 7,
FOR 2.#3 P.M. TOMORROW TO REEMPHASISE AMERICAN EXPECTATICN OF THE
SUPPORT OF HER ALLIES ON IRAN,

PLEASE PAES ADVAKNCE COPY TO MED.
HENDERSON

DEPARTMENTAL DISTRIBUTION ADDITIONAL DISTRIBUTION
MED SAD TRED TEHRAN SPECIAL
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Review of the United Kingdom Response to Pressure for

Voluntary Measures against Iran
(OD(80) 33)

BACKGROUND

This paper by the official group on Iran is intended to meet OD's
remit of 19th March (OD(80) 8th Meeting, Item 4) to consider what would
be involved in meeting President Carter's request, in his message to you
of 13th March, that we should continue to apply the voluntary economic
measures against Iran which we first adopted in January,

2. President Carter's subsequent message of 25th March (to which you
replied on 29th March) alarmed his allies, us included, by its talk of an
ultimatum to the Iranians at what seems the wrong moment. But he has not
asked us for additional economic measures. The measures discussed in
the paper have not therefore been overtaken, though the circumstances make
it politically much more difficult to contemplate discontinuing any of them.

3. In fact, the arguments for withdrawing any of the measures now are

not strong., The informal financial measures can be maintained more or

less indefinitely. We are not at present under any Iranian pressure for
""sharply different" oil prices; and though our companies' market position
