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THE WHITE HOUSE" 

WA S H I ~~ G T 0 N 

August 2, 1976 

MEMORANDUM FOR THE VICE PRESIDENT 

FROM: JIM 

SUBJECT: Iran B Occidental 

It seems to me that Ford Administration approval of this 
proposal for Iran to buy $125 million in Occidental preferred 
stock could be a significant political issue. 

I would like to talk with you about this on Tuesday, August 3, 
if I may. 

Many thanks. 

attachment 



DEP i\RTi"1 T OF THE TR SURY 

July 30, 1976 

ME:.JORANDUM FOR: THE HONORABLE WILLIA!>I E. SIMON 
SECRETARY OF THE TREASURY 

THE HONORAB ELLIOT L. RICHARDSON 
SECRETARY OF COMMERCE 

THE HONORABLE CHARLES W. ROBINSON 
DEPUTY SECRETARY OF STATE 

THE HONORABLE ROBERT F. ELLSWORTH 
DEPUTY SECRETARY OF DEFENSE 

THE HONORABLE BRENT SCOWCROFT, ASSISTANT TO THE 
PRESIDENT FOR NATIONAL SECURITY AFFAIRS 

THE HONORABLE L. WILLIAM SEIDMAN, ASSISTANT TO 
THE PRESIDENT FOR ECONOMIC AFFAIRS 

THE HONORABLE ALAN GREENSPAN 
CHAIRivlAN, COUNCIL OF ECONOMIC ADVISORS 

THE HONORABLE JAMES M. CANNON, ASSISTANT TO 
THE PRESIDENT FOR DOMESTIC AFFAIRS 

THE HONORABLE FRANK G. ZARB, ADMINISTRATOR 
FEDERAL ENERGY ADMINISTRATION 

THE HONORABLE CLEMENT B. f.lALIN, ASSISTANT 
ADMINISTRATOR·FOR INTERNATIONAL AFFAIRS, 
FEDERAL ENERGY ADMINISTRATION 

Subject: August 2, 1976 Meeting on Proposed Iran/Occidental 
Investment 

Attached is a revised draft Memorandum for the President 
on the Iran/Occidental transaction for discussion at our 
meeting on Monday, August 2, at 5:00 p.m. in Secretary Simon's 
Conference Room in the Main Treasury Building. 

We would like to send the memo forward to the President on 
Tuesday. Therefore; it would be appreciated if you could come to 
the meeting prepared to give a final vote on the two options set 
forth in the memo. 

Attachment 

cc: Richard Darman, Commerce 
Joseph Greenwald, State 

:'l 
-- }) '-._._... f . / ,-': 
,-I • I / l 

/r.-;/-~'<-~· t < ,~·-·-.,...· ~'~J 
~ Gerald L. Parsky 0 -



DRAFT July 31, 1976 

MEMORA:.JDU>1 FOR THE PRESID · 

Subject: Proposed Iranian Investment in 
Occidental Petroleum 

«, 

"' 

On June 20, 1976, the Government of Iran and the 
Occidental Petroleum Corporation signed a Letter of 
Intent concerning a proposal involving (1) an initial. 
$125 million Iranian equity investment in Occidental 
and (2) various joint ventures to be undertaken by 

" 

"-

the two parties. Iran is also discussing certain "oil 
for arms" arrangements involving the Ashland Oil Company 
and the New England Petroleun Company which could result 
in a maximum 25% equity investment by Iran in one or both 
of these companies. 

The purpose of this me~orandum is to (1) seek your 
decision as to whether or not we should inform Iran that 
we have no objection to the Occidental investment and 
(2) address the broader question of how we react to OPEC 
investment in the energy sector. 

Outline of osed Investment in Occidental 

The details of the proposed arrangement are set 
forth in the Letter of Intent which is at Tab A. 
The key aspects of the proposed transaction are 
summarized as follows: 

Iran will purchase from Occidental 6.25 million 
shares of voting preferred stock at a cost of 
$125 million. 

Iran will also obtain warrants whicK will allow 
them to purchase an equal number of shares of 
voting common stock for $125 million, but may 
only exercise the warrants during the period from 
s~10 years after the date of the final agreement. 
The initial preferred sto~k purchase would give 
Iran a 9 percent voting interest and the right to 
appoint one member to the fourteen man Occidental 
Board~. Exercise of the warrants would boost its 

\ 
\ 
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votin~ share to between 13 and 17 percent, depending 
on the total amount of Occidental stock outstanding 
at the time the warrant s are exercised, and permit 
Iran to appoint a second member to the Board. 

The Letter of Intertt requires that joint ventures 
be undertaken for (1) a 5-year arrangement for the 
processing of Iranian heavy crude oil in 
Occidental's refinery in Antwerp, Belgium and (2) 
Iranian participation as a 50% partner in 
Occidental real estate and cattle operations in 
the US. In addition, the parties are negotiating 
joint ventures involving (a) Iranian partici pation in 
the development of Occidental's Canvey refinery 
in England and (b) development of Caspian 
S~a oil, possibly in conjunction with the Soviet 
Union which is already a partner with Occidental 
in several joint ventur€s. While other Iranian/ 
Occidental joint ventures are possible, the 
parties have indicated that no other specific 
ventures are presently being contemplated. 

U.S. Government officials met with Iranian Ambassador 
Zahedi (Memcon at Tab B) and Yi th Armand Hammer, Occidental's 
Chairman and Chief Executive Officer (Memcon at Tab C) 
to discuss the details of the proposed investment and 
explore the motives of each party for entering into the 
transaction . 

The main Iranian interests in the transaction appear 
to be to obtain (1) an attractive investment opportunity 
in a US corporation; (2) a five year contract for the sale of 
50,000 bd of heavy crude oil; (2) Occidental's expertise 
and assistance in developing the agricultural (primarily 
cattle) and petrochemical sectors of its economy and 
(4 L_a partner acceptable to the 'Soviet_JLnion f oL developing 
off-shore oil deposits in the Caspian Sea area . -,.he Iranians 
have made it clear that they have no interest in.obtaining 
management control of Occidental. 

Occidental's main interests in the transaction appear 
to be to obtain a partner to (1) provide crude to, and 
help share in current losses at, its refinery at Antwerp; 
(2) share owne~~hip and development costs of its US 
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real estate and ca ttle operat i ons; and (3) share in the costs 
of developing the Canvey refinery. Occidental has taken 
special precautions to insure that Iran would not control 
the company and a key part of these arrangements is that 
Iranians could not obtain additional Occidental stock 
without the firm's approval. 

Agency Review of the Issues:Raised by the Iran/Occidental 
Transaction 

The proposed Iranian investment in Occidental raises 
a number of issues which are similar to those which you 
considered last year in connection with the proposed 
Iranian investment in Pan American Airlines and the 
Administration's 1975 policy review of OPEC investment. 
It involves a major investment by a key OPEC country in an 
important US company and raises questions as to (1) the 
nature and extent of foreign government (as opposed to 
private) influence in a US firm and (2) the potential 
effect of an OPEC investment in the US energy sector on 
our overall energy opiectives. 

As a result of the Executive Order creating the 
Committee on Foreign Investment in the US which you 
issued in May of last year, we are now much better prepared 
to deal with OPEC investments than we were in early 1975. 
We have made it clear to foreign governments like Iran that 
we expect them to consult with us in advance on proposed 
investments. Moreover, contrary to the fears of many, the 
volume of OPEC direct investments over the past year has 
been negligible as most OPEC investment has been of a 
portfolio nature where the issue of "control" is not involved. 
The Congressional and public concern over potential OPEC 
investment has also subsided during the past year and 
such investments can now be treated with somewhat less 
concern over the political reaction to them. There has 
been virtually no Congressional or public reaction .to the 
Occidental transaction even though it has been public 
knowledge for over a month. 

. 
The Committee on Foreign Investment in the United 

States (CFIUS) met on July 7 to review the case. It was 
subsequently discussed at a joint meeting of the Economic 
Policy Board (EPB) and the Energy Resources Council (ERC). 
The CFIUS and the ERC/EPB reviewed the nature of 
Occidental's diversified operations in the petroleum, 
coal, petrochemical and real estate sectors and considered 
the effect that OPEC govern~ent participation in these 
operations might have on our national interest. 
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Concerns were raised with·respect to Iranian influence 
on the size and location of Occidental investments (e.g., 
would Iran's role as 9% equity holder, Board member and 
potential source of joint venture capital induce Occidental 
to make investment outside the US possibly in conflict 
with our national energy objectives) . The Committee noted 
that Iran will not exercise control over the management ' 
of Occidental and that the Occidental management has 
indicated it would not proceed with the transactlon unless 
Iran agrees to accept provisions preventing any substantial 
Iranian influence over the operations of the company . 
These facts, coupled with the basic adequacy of our 
existing laws to protect against any potential Iranian 
abuse, led the CFIUS and the EPB/ERC to conclude that no 
fundamental objections should be raised to the investment. 

' 
Broader Issue: OPEC Investments in U.S. Energy Sector 

In addition to the Occidental investment , the 
Government of Iran is also considering an agreement whereby 
Iran would "barter" its oil for defense equipment from 
General Dynamics Corporation and Litton Industries. In 
this process, Iran would purchase s ecurities of New England 
Petroleum Corporation and Ashland Oil Company . The transaction 
is still in the early stages of discussion and no action is 
required by the USG at this time. However it, together 
with the Occidental proposal, does raise the broader 
question of how we react to OPEC investment in our energy 
sector. 

Current Policy: U.S. policy with respect t o foreign 
investment in the United States has traditionally been one 
of neutrality. That i~we allow capital to flow freely 
into this country and treat foreign investors equally with 
their domestic counterparts once they are established 
here. As you will recall , this ~pproach was most recently 
reaffirmed in March 1975 following a major review of our 
policy which focused specifically on the potential problems 
of OPEC government investment in the U. S. 

This policy is based not on ly on theoretical 
economic considerations but also on the practical judgment 
that existing la~s and regulations provide adequate 
authority to be able to deal with potential problems that 
might arise with respect to particular investments here. 



.. 

s -

In policy review undertaken last year, we looked at the 
major threats a foreign investor (governmenr as well as 
private) could conceivably pose to our national interests 
and then matched them against the authority in existing 
la ~s and regulations to deal with such actions. In. 
each case, existing authority was sufficient to be able 
to protect our essential national interests. 

Re.examination o.f ·Policy as it Relates to the Energy Sector 

During the CFIUS, EPB/ERC review of the ran/Occidental 
transaction, the question was raised as to whether the 
broad policy approved last year is still appropriate for 
the energy sector, particularly with regard to investment 
by OPEC countries. For example, is the energy industry 
sufficiently different from other sectors to merit special 
treatment with respect to foreign investment? Are there 
special concerns with respect to energy which existing laws 
do not adequately cover? Is there a possible conflict 
between the political interests of the OPEC investors and 
US energy policy interests? Should our policy in the energy 
sector be based on reciprocity? In short , do we need 
special criteria within the framework of the general invest­
ment policy against which OPEC investment in the energy 
sector would be tested? 

One of the responsibilities given to the CFIUS 
under the 1975 Executive Order is to consider proposals 
for any new regulations or procedures relating to foreign 
investment that might be necessary and to submit recommenda­
tions and analyses to the EPB and the NSC. Accordingly, 
the CFIUS will undertake a review of our current policy 
as it realtes to the energy sector. 

Immeidate Question: Occidental Investment 

While the CFIUS and the EPB/ERC concluded that 
there was no basis on which the USG should object to the 
proposed transaction, the question has been raised as to 
whether we sh~uld delay informing the Iranians-pending 
completion of the CFIUS review of foreign investment 
in the energy sector. 
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The op t ions are : 

Opt ion 1 . 

Option 2. 

Defe r communicatin g "no object ion" a t th i s 
time pending ou tcome of policy review. 

PRO 

It would permit us to examine the general 
policy concerns with respect to OPEC 
investment in the energy sector before deciding 
on the Occidental transaction. 

It would show Congress and the public 
that we are proceeding cautiously with regard 
to foreign investments in the energy sector. 

CON 

It is public knowledge that the USG has been 
reviewing this case for over a month so the 
longer we delay a decision the more we risk 
giving the impression that we are having 
second thoughts with respect to our traditional , 
open door investment policy. 

At the recent meetings of the Conference on 
International Economic Cooperat~on (CIEC) 
in Paris, we have been emphasizing our 
open door policy with respect to OPEC 
investment and a refusal to approve the 
Iranian investment would add to our problem 
with the OPEC in CIEC. 

It could result in unnecessary and undesirable 
diplomatic difficulties with Iran and other 
OPEC nations. 

Communicate "no objections" based on the facts 
presented to us at this time, but make it clear 
tha t any substantive changes in terms (either in 
the fina l definitive agreement or subsequent to 
it ) would require further consultation. 

PRO 

T~e CFIUS and the EPB/ERC have reviewed the 
s pec i fi cs of the Iran/Occidental proposal 
and ve c~ clu ..-1 t hat t he r e i s n o present 
rea son to obj ect to the transaction." 
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This would be consistent with our traditional 
policy and recently established procedures 
which are that we do not intervene in foreign 
investment transactions except where there 
are major identifiable, adverse implications 
for the national .interest. 

It would avoid raising prematurely questions 
about the US commitment to the free flow of 
capital. 

CON 

It would make objection to future similar 
agreements more difficult. 

It could cause public embarrassment and 
diplomatic difficulties if the general review 
of our policy toward foreign investment in 
the energy sector resulted in an·adverse 
finding on the Iran/Occidental proposal. 

Agency Views: 

Treasury 

State 

Commerce 

Defense 

CIEP 

Seidman 

Scowcroft 

FEA 

CEA 

Domestic Counc1i 

Approve Option 1 

Approve Option 2 

.' .. 



Jfif; Excelle11t:y Hu:::hanr, ./\11sa1·y 
Minister of Economic Affairs (-:. Finnnce 
Tel1eran 

Your- Excellt!ncy: 

TAB A 

.lun0 20, l!l7u 

~RI) 

(

<::),. <-o, 
_, :io 
< :t. 
~ "'!> 
,.,,>.,~1 

The purpose of this letter fs to dcscriLe for y0ur con­
sic.lcration a proposed transaction between Oc:cidcnt:il Pctrul­
f'Uni Co11,1or<ition ( 110ccidental11

) and the Irnpedal Covc-:; ·mnent 
of lran { 1Governrnent 11

) whic.:h we have discus~cu with your n~­
pr<!sentalivcs! as follows: 

] . The capHal stock of Occidental con::.) sts of i-:;, 000. O~JO 
authorized shares of.preferred stock and 100. 000. 000 aulhoriz•:d 
f';harcs of common stock. of which 7, fl99, 000 ~hares of pr~fo.-rl!d 
stock and 5G, H2~. 000 slwres of common E1(1c:k were· i::>suecl ;mti 
outs i:,ndin:.~ on Di:-cem Lcr 31. 197 5. The author-i7.ed pn:-fcr1·, J 
stod~ is issuablt' in series and the Bor1.rd cf Directors of 01:(:1-

deutnl m;1 y f1·om tirnc to time crcatE· ~nd issue n<·,·; sc·rics fi-1•1n . . 

<wUwJ·i.zcd b'-1t unissuecl J)rcfc.!r.r d sto<.:k includins• ~ha.:-. s }1:;:~IJ•! 
'"" :-> tlw tcr,ms nnd 1·igh~!-; conien•pl<ltcd hcr<:!in. 

2. Ocdc.lc>ntal offenc: to sell lo the Govc·rrnncnt o, ?.50, 000 
units. each unit contiisting of one shnrc of a 1w\'.' scri<'s c.f p.:·,··­
fer1·cd stock to be designated as 11$J . -10 Cumulative Prefc!Ti:d 
Stoel.~" anci olle \vcirrant cxcrci~ablc to purchase one share of 
con'lmon stock at 820 per share. Except a!; otherv:isc: r:tgreC'd 
upon, ~he new scriC's of preferred stock sh~:ll have 1he sc111c 

votfog. Uquid~tion, and dividend rights r.s shares of the pl c­
senlly outstanding series of cmnulative preforrcd ~tock. The 
IiC'\\' shares, ho\\.·ever, sh~ll not be rcdcem<tble or .cailablc, n•1r 
subjc-ct to retirement th1·ough a sinkinr, fond. Not\'.'iths!Clntling 
the; provisions for cumulritive votir.g which ~pply in i!H~ c]C'dio1·1 
or th<.: dfrectors of Oc.:cicJental, thC' new series of prefr1•1,c-d :;lc·d~ 
f;hall c>nlitlc- the GoVl!rnmcnt to elect one d::·c:ctor out •1 f fourl1 l'Jl. 

Tlw wa1-r~mt:-> to l>c issued to th<.' Gcw~~rnm cnt d1:lll ·bc c:':\..: .. ·d~:~ulc: 
ov<.:r •• JWriod L·omm0ncing five year!-: from the date of C:lo~~jn~ 
r111d 011<.ling five.~ yc·an; tlicre;1ftcr. It is undcr~tood thnt the· Govcrn­
rnL·nt would purchase all said securitjcs for ii-:Ycslmcnt and not 
wHli a view to the reso.le or other distribution thereof. 

3. The considcrC1tion to be paid by the Government for 
said sccnriti.cs shall be $125 million. p~yable in cash in currency 
oi U1c Uni~cd Statt:s of .:\rncrica at Closing. 

,• 

.. _ /. • . . 

·. 

I :l 



Page Two 

4. At prescut the Board of Dircc:lors of Occidentvl 
consists of thirteen persons. OccidcntCll ngrees 1.hal inunc­
cliately afl er the Closing the number of dfrcctors comprisii~g 
the Bonrll ::;lwll be expnndcd to fou1·tccn, and one rcpres(!nta­
tivc of the Govcrnrn en.+: shall be narn ed as 1.he ne\V director. 

5. It is untlcrs tood that one of the 01.Jjcctivps of the 
parties in considering this relationship is to lay the ground­
w0rk for fruitful joint ventures in Iran, the United Slates, 
and elsewhere. The parties C):pect to explo1·e such ventures, 
malting use on the one hand of Jran•s e>xlensjve natural re:.. 
sources anc.l the opportunities presented by its rapidly ex­
p anding ceonomic c.levelop;11ent programs, and on the other 
hand of Occidental' s l~now-ho\'.', expertise, marketing ~nd 
clistribttUon facilities, and other resources relating prima­
rily to the petroleum nnd chemical indnGtrics: In this res­
p ect, 1.he p~1rties agree that Closing hereupd«:!r shall be: mndc 
E'pccifically contingent upon the p11 cpar<!U01i and signing of 
definitive agreements relating to the following undertakings: 

( a) As the Govermnent has m1 interest in the 
m<irketing oi heavy crude, and as Occidental has cxcc>ss 
refinin[~ cap~ic:ity, t\vo VLCC' s, and rnarketing capability, 
we propose a five-year joint venture for the processing, 
truns;)ortation, and marketing of 50, 000 bc•rr-cls per day of 
Iranian heavy crude at Occidental 1 s cost. It is understood 
that the joint venture sliall purchas~ such heavy crude from 
the Goven11nent at its normal FOB Kharg Island selling price, 
and that VLCC' s will charge the joint venture the going rate . 
.Any p1~ofits '1bove costs would be shared equally. Jn the ev-ent 
of lo$~es h~.vine been incurred by the Gov<."rnmcnt during· such 
five-year period, then Occidental shall compensate the Govern­
n1ent for all such losses by the transfer to the Government, 
for no additional conside1~ation, an equity interest not to excec!rl 
500/i, in the .Antwerp refinery. The fair m~rkct value of the re­
iinery shall be determined as of such time as the parties may 
a gree prior to Closing. · · 

. (b) \Ve propose that the Govcrnm cnt participate 
in Occidental' s real estate holdings, which include ranch pro­
~\?rties, at cost or nppr:::i.isal, whichever is l ower, and pay for 
S1?ch participation in cash or by the delivery of heavy Iranian 
c rude on a tiI?.etablc to be mutually a~rced upon; it being con­
templated that the p:i.rtics sh<!ll develop c<:!ltle herds on the 
r<lnch properties with the aim. of increased meat production 
nnd breeding cattle fo sale in the United Slates, export to Iran 
and .other markets, and that Occidental shall p articipate in cat-
tle breeding ventures in Iran. · 

I~-_! ... 
• 

-· 

. . 
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6. Jt is ·th<> intent of _the i:rnrtfos that the following joint 
venture::; !-;hull be slue.lied with a view to the: dcveloprnent of such 
proposed projects~ 

(a) 'fhc explornHon for oil :ind development of 
the properties of tlH· Govcrnm c:1t in the Ca~pian Seu in accord-

. ,,. -
unce with prevailing Iranian laws. 

(b) J?art.icipation by the Government in a joint 
venture· with Occidental in Canv2y Island refinery on an equal 
basis.. · 

, 
7. The Government sh:tll grant to Occidentnl a right 

of first refusal on aH its holdings of prefri-rcd stock and war­
rants, so that said securities sh<-ill not be sold to third parties 
without the Government hf1ving first transmitlcd nn offer in 
writing to sell the same to Occidental at a P.pccified pdce nnd 
on specified terms. In the event Occidentd docs not accept 
such offer of sale from the Governrnent with.in the ti.me speci­
fied the1·ein, then the Governm C'nt shall have the right to the 
registraUon of said securities by Occidcnl8.l. The Govermncnt 
n1ay notify OccidcntnJ in writ.illg rmd OccicJ~ntal shall, ~s soon 
as prac:ti cable upou receipt of s11 c..:h notic:c, file wiih the United 
States' S<.'curitius ancl Exchange Commission an appropriate 
r€.'gistr.-ibon stat em cnt covering P e sharcf; of stock or \':arrants 

. proposed to be sold. The tern1s and conditions appUcablc to 
such rir,ht of first refusal and registration l-ight shall be more 
fully set forth in the ~efinitiv~ agreen1cnt. 

8. Jt is understood that the Government docs not intend 
to a~qu.ire any Occidental securities in add14 i on to those proviriC'd 
for herein, unless offered by the company itself or as part of an 
agreement with the company. 

9. If the foregoing proposRl i$ a-cC'cptable to you and is 
approved by Occidental' s Board of Directors .. and •my ·necessary 
o r e>ppropriate governmental nuthorities in Iran or the United 
St<itcs, it would as soon as prncticablc hut in no event later tlwn 

. Augu~;t 31, 1£17G hf; ir.<.:rJrpor<·tcd frii.o ti. d 1:~i:·1i '.i·1r.; ::t~r1:r:~t1":r11 .• 
s!;,.nc~d i\y Occid~nt.e:l and the Go·:~rnmc.:nt, '°: h; c.:11 \•:ould include: 
appropriate language.> ·pro\'idjng for arbitration in the event of 
&ny dispute arisJng under the definitive agrc-ement by the Jnte1~­
national Chn.mber of Commerce in London, and for anti-dilut~on 
provisions proteeting the Government's holdings of Occidental 
securities , ::rnd rcr>rcsent<'.\tions ._,ad wnrranCcs by Occidental as 
to th v~ .... t.l title f1 r c rmd cle~.r of ... icns n.1'"' c~~cumbranccs of the 
stock nnc} warran~s to be sold to t c Governrr.. cnt, the accuracy 
of the latest financinl statements, and other customnry war­
ranties, representations, covenants, and con.ditions, including ·-

iJ .~ 11i . .. / .. . ... _, . . 

,_ 
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the absence of any need for approvals by Ocddeni.:ll's share-. 
holders, c editors, or other :> (;: rson (c c:ept for the noi.·mal 
New York.Stock Exch<:ingc lislin g rcquire:rncnts). The execu­
tion of the definitive agrccm ci'.it shall be snLjcct to the comple­
tion of legnl. tax, financial, and operational invcsligu.tions 
satisfactory to the Governm cnt. 

If the terms of this proposal arE! accept<1blc to you. we 
wo11ld ri.ppreciatc your g}gning a copy of this letter in the place 
indicntcd below. It is rccogn.ized that thj s letter, when sign(·d. 
wHl not constitute ~ legal obligation of either party but rather 
an indication of intent on the part of both p<a·ties to proceed with 
this transaction. Neither party will have any leg::.U obligation 
with rc~pcct to the proposal 1nGc.le herein unless and until a· de­
finitive ag:i:-ccment shall have been executed and delivered. 

Very truly yours. 

OCCIDENTAL P~TROLEUIVI COHPORATlO:· 

. By: .... «·<···._-:. ·:. :-::::__ . .--:_::__·. -~··-~_,,._~_.....&··_-_. ___ • _._._. 
· lts Chair.man .. 

ACCEPTED: 

THE IMPERrL GOVE(.)'~? OF IRAN 

By: ___ ~_l_~--\l '\ ~. tJ:.._ ... ..,..\_\...~·~, ... t\.t;:::-.. :'\.o .. 

Minister "c\l Econo::1uc 
Affairs ~?_12i1 Finance 

•' 

\ 

.. 

.. 



Ass1sn.N :: rcRETARY 

DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

June 29, 1976 

MEMORANDUM FOR THE RECORD 

Subject: Iranian/Occidental Transaction 
Memorandum of Conversation 

TAB B 

On June 29, I had 11nch with Ambassador Zahedi 
at the Ambassador 1 s residence. 'Economic Counsellor 
Akbar and Deputy Assista:.1t Secretary Niehuss were 
also present. The purpose of the lunch was to discuss 
the proposed Iranian investment in Occidental Petroleum. 

Explanation of Consultation Procedures . During 
the course of the luncheon I explained generally the 
operation of the consultation procedures for foreign 
government investment and the reasons which prompted 
the USG to institute such procedures. ~.mbassador 
Zahedi indicated that he was aware of the intense 
interest in foreign investment in the U.S. in this 
country (especially in Congress) and of the necessity 
to cooperate fully with the U.S. Government. The 
A.rnbassador said that he had instructions from His 
Majesty The Shah to provide the USG with any informa­
tion about the proposed investment. To aid in the 
consultation process, Minister Ansary delayed his 
departure from New York to be available to provide 
further details if necessary. 

i 
Iranian Intentions re Future Operations of 

Occidental. One of the major questions we explored 
was whether the Iranians intended to place any con­
ditions on the future operations of Occidental and how 
they saw the Iranian presence in Occidental evolving --

.· 



- 2 -

especially if they exercised ~heir warrants. The 
Ambassador pointed out that the Shah had made it 
clear that Iran had no intent on of controlling 
Occidental or any other foreign compan:es and that 
the main interest of Iran in thLs transaction was to 
obtain technology and expertise. However, he did 
admit that it wasn't possible at this stage to say 
precisely how the company would be operated in the 
future or precisely how the Iranian/Occidental .relat~on­
ship might evolve. He said there were no supplemen­
tary arrangements for the purchase of additional 
O~cidental stock by Iran. 

Reasons for Iranian Interest in Occidental. 
I also raised the question of why Iran would be 
interested in an association with Occidental . 
Ambassador Zahcdi indicated that their two main rc~a­
sons were to (1) assist Iranian ~gricultural develop­
ment and (2) provide technology and expertise for petro­
chemical development in Iran. He pointed out the need 
for a domestic cattle industry and the need for ferti­
lizer for agri-business development. He particularly 
emphasized the desire of Iran to enter the petrochei"lical 
industry and felt that Occidental would be of assistance 
in this regard . He also pointed out that Occidental 
would b'e of great assistance in the exploration for, 
and development of, oil and gas in the Caspian Sea. 
He minimized Iranian interests in the coal operatioris 
of Occidental -- arguing that he did not feel that 
·technical assistance was necessary to develop the 
Iranian coal industry . 

Caspian Sea. With respect to the Caspian Sea, 
the Ambassador noted the obvious benefits of having a 
partner with an established relationship with the 
Soviet Union . Occidental's participation with explora­
tion in the Caspian Sea would take some of the pressure 
off any move towards a joint Iranian/Soviet venture to 
develop oil and gas in the USSR. 

, 

Formal Notification. In response to my request, 
the Ambassador indicated that he would formally transmit 
the letter of intent to me and that he would be glad to 
supply any additional information that was necessary . 

Gerald L. Parsky 
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. .. DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

~ -·, ·.7:,',~ ,. -
ASSISTANT SECRETARY 

July 2, 1976 

MEMORANDUM FOR THE RECORD 

Subject: Iran/Occidental Transaction-- Memorandum 
of Meeting with Armand Harruner 

On June 30 I met with Arr.land Hammer in my office. 
Also present were William Mcsweeny, Senior Executive 
Vice President of Occidental and Deputy Assistant Secretary 
of Treasury, John Niehuss. The purpose of the meeting 
was to discuss the proposed Iranian investment in Occidental 
PetroleuJn. 

U.S.'Policy and Consultation.Procedures. I outlined 
the evolution ot U.S. policy towards foreign investment 
in the United States and explained the reasons for the 
consultation procedures with respect to government invest­
ment which had major implications for U.S. interests. I 
emphasized that the procedures were not intended to res­
trict or screen foreign investraent but merely to provide 
some advance notice of major direct investments by foreign 
governments. 

Origin of the Transaction, Early Negotiations and 
·occidental' s .Interest. Dr. Hamrner noted that the trq.ns­
action was initiated by Iran. He had received a c·able 
from Prime Minister Hovedya indicating that Cyrus Ansary 
(the brother of Minister Ansary) would be corning. to see 
him. Ansary indicated that Iran had been looking for 
investments and had selected Occidental. Ansary emphasized 
that Iran did not intend to take over the company but 
would be a minor·~y pijrticipant interested primarily 
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in obtaining technology, expertise for its internal develop­
ment and a potential joint venture partner. Ansnry indicated 
that they were thinking of a 10-20% share interest under 
terms similar to the arrangement with Krupp and suggested 
that Hatmner get in- touch with Krupp to see ho·w that transac­
tion was _working out. 

In reply, Dr . Hammer indicated that Occidental did not 
need c~sh as it had $700 million in unused credit and was 
reducing its long-term debt and its debt/equity ratio. There­
fore, he indicated that, if there was no good business reason 
for Occidental to be involved, Occidental would not be inter­
ested. Hurn.'Tier went on to indicate that Occidental's main 
business interests in the transaction were (1) t~ obtain 
c;-:-ude for its Antwerp refinery, (2) to obtain crude supplies 
for its Canvey refinery, and (3) the opportunity to help 
develop the Caspian Sea -- recognizing that Iran could not 
develop that area without USSR cooperation. 

Dr. Hammer indicated he consulted with key directors 
and discussed it with his investment bankers (Kidder, Peabody} 
who indicated the transaction would be in the company's 
interes t if it did not involve a take over. Accordingly, 
Hammer indica_ted to Ansary that Occidental was interested in 
proceeding and an invitation to Occidental to come to Iran 
followed. 

D~scussion wi-th the Shah. Dr. Hammer and a small group 
of Occidental officials went to Iran and .:net with the Shah 
who was well briefed and enthusiastic about the transaction. 
The Shah indicated that he was interested in having Occidental 
h '_ lp in developing various projects in Iran . His prime 
.interest appeared to be in the developmsnt of the chemical 
sector and his second interest in the development of agricul­
ture and fertilizer. The Shah was particularly interested 
in the fact that Dr. Harn.'ller and Occidental were active in 
cattle breeding and he felt that Occidental's expei;tise 
might help develop a domestic livestock industry an~ redu~b~ 
the need for meat imports. ("" <~) 

Dr. Hammer implied that Occidental was more. inter- ~.. ~ 
-ested than Iran in an opportunity to explore and develop ~ 
the Caspian Sea reserves . He indicated to the Shah that 
h is staff had stud j.ed the Caspian geology which they 
thought was favo1·able. Dr . Hanuner i ndicated that Occiaental ' s 
s uccess as an oil finder, the fact that it was an independent 
p rnducer, and the fact that it had Soviet connections, all 
i mpress ' the Shah . 

.· 
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In short, Dr. Hammer gave the impression that much 
of the n egot iat ion of the broad outl~n~s of the letter of 
intent was done by the Shah or persons very clo~e to him· 
(e.g. Cyrus Ansary) and that the Shah's personal interest 
in ~he transaction was the main reason it had moved ahead 
so quickly. 

Iranian Share . Interest. Dr. Hammer indicated that the 
maximum voting control that Iran would have in Occidental 
would be 12.8% on the theory that if Iran exercised its 
.warrants (at $20) most of the convertible securities would 
also be converted. I raised the issue of future purchases 
of Occidental stock and asked whether there was an agree­
ment or understanding about the purchase by Iran of his· 
stock or any other stock. Dr. Hammer indicated that, 
from the Occidental standp_oint, one of the key aspects 
of the deal was that no additional stock could be a~quired 
unless Occidental agreed. In other words, I~an wou~d be 
prohibited from buying stock in the mark2t or from any 
other source. Dr. Hammer indicated that a special series 
of preferr ~d would be created and Iran would be limited 
to the election of one director. These, Dr. Hawmer 
indicated, are the procedures that Occidental would depend 
upon to prevent Iranian control He also indicated that 
there \·Tere no side arrangements of any sort for additional 
purchases of stock by Iran from him or anyone else. 

' 

~nternntional Enerqy Agency Problem. I then pointed 
out that Occidental ·wa-s a me:::l~bcr of the IEA Industry 
Advisory Board and that this r.,ight pres nt potential problems . 
Dr. Hanuner indicated that Occidental was not an active 
member of t'he organization, was lumped together with all 
of the independents and was not a member of any key committees . 
We discussed the question of access to classified informa­
tion, and Dr. Hammer commented that he felt most of the 
informp.tion would becomt:? public. Nevertheless, he said he 
was agreeable to adopting measures, similar to those used 
for defense contracts, that would seek to preserve the 
confidentiality of the information. With respect to any 
future embargo , he commented that he believed Iran's 
ownership of stock of Occidental would help ens~e that 
Iran would not participate in any such action . 

Joint Ventures. I asked what joint ventures Dr. Ham.mer 
expected to materialize from the arrangement and whether 
Oxy was looking to substantial capital contributions from 
!ran. Dr. Ham.•ner· pointed out that the main joint venture 
of interest to Occidental was to obtain oil for its Antwerp 
r ' i~:.?ry und indic.:itc d that the Shah had agreed to supply 
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50 M b/d which should help mitigate the losses Occidental 
was incurring on the refinery. In addition , Occidenta l 
had two large tankers which were losing money and if they 
could be kept occupied transporting the Iranian crude to 
Antwerp this ·would be beneficial. Dr. Ham.TTier also re.ferred 
to the Canvey refinery under construction ahd noted that the 
UK Government wants the refinery upgraded. He expects 
that the venture would be a three party deal with Elf 
(French), Occidental and Iran all cont~ibuting one-third 
(approximately $100 million each) . There would also be 
the possibility of using Iranian crude to supplement oi·l 
from Occidental 1 s North Sea fields. Lastly, Oxy was 
interested in Iran as a real estate partner. 

Role in Marketing Crucie. I inquired about the precise 
role Occidental would play in marketing Iranian crude. 
Dr. Hani,,'ller' s reply indicate(1 that Occidental could provide 
some assistance. He referred to the Permian Corporation 
which ·was one of the largest procurers of crude oil in the 
US as evidence of Occidental's experience. 

USG Concerns· and Next Steps. I indicated the major 
US Government concerns in revie•.·;ing a transuction of this 
nature were : · (1) national security and national defe~se, 
{2) the existence of measures to insure against operational 
control of the company, and (3) any side arrangements for 
additional stock purchases. I indicated that I would like 
to use this transaction as an illustration of the way 
consultation procedures should be handled by foreign 
governments. In this regard, I asked if I should talk to 
Cyrus Ansary to obtain further details of the transaction. 
Dr. Hammer indicated that there. would be no harm in this 
as Ansary has the Shah's confidence and handles the Shah'$ 
investments. Hr. Ansary sits on the board of Krupp and 
would be the Iranian Director in Occidental. 

I inquired whether the approval of other government' 
agencies was required -- the SEC for example. Dr. Hammer 
indicated that their lawyers had reported that no specific 
SEC approval would be required but that the stoclC issued 
~o Iran would be lettered stock and could not be sold 
without registration pursuant to SEC requirements. Lastly, 
Dr. Ham.mer implied they had consulted with the Justice 

·Department \·;ho suggested that the transaction "might even 
add to competition;" 

.· 
Gerald L. Parsky 
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Augus t 2, 1976 

f/i.E.MORANDUH FOR THE VICE PRESIDENT 

SUBJECT: 

JIM CAN/1.<~ 
Iran Buyi~g into Occidental 

FROM: 

It seems to me that Ford Administration approval of this 
proposal for Iran to buy $125 million in Occidental preferred 
stock could be a significant political issue. 

I would like to talk with you about this on Tuesday, August 3, 
if I may. 

Many thanks . 

at tach.'!len t 
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'· - :U~:\\lJU>i FOR: THE HO.'!OP ABLE h'v l.L L\~! E. S IHON 
SECRETARY or: TEE TREASURY 

THE HONORABLE ELLIOT L. RICHARDSON-. 
SECRETARY OF co~.!~1ERCE 

THE HONORABLE CHARLES W. ROBINSON 
DEPUTY SECRETARY OF STATE 

THE HONORABLE ROBERT F. ELLSWORTH 
DEPUTY SECRETARY OF DEFENSE 

THE HONORABLE BRENT SCOWCROFT, ASSISTANT TO THE 
PRESIDENT FOR NATIONAL SECURITY AFFAIRS 

THE HONORABLE L. WILLIAM SEIDMAN, ASSISTANT TO 
THE PRESIDENT FOR ECONOMIC AFFAIRS 

THE HONORABLE ALA~ GREENSPA.N 
CHAIRMAN , COUNCIL OF ECONOMIC ADVISORS 

THE HONORABLE JAi-!ES M. CANNON, ASSISTANT TO 
THE PRESIDENT FOR DOMESTIC AFFAIRS 

THE HONORABLE FRANK G. ZARB, ADMINISTRATOR 
FEDERAL ENERGY .-\m·IINISTRATION 

THE HONORABLE CLE~·-!LNT B. ~!ALIN, ASSISTAi'iT 
Am.tINISTRATOR FOR INTERNATIONAL AFFAIRS, 
FEDERAL ENERGY ADMINISTRATION 

Subject: August 2, 1976 Meeting on Proposed Iran/Occidental 
Investment 

Attached is a revised draft Memorandum for the President 
on the Iran/Occideatal transaction for discussion at our 
neeting on Monda:-, ..\;igust 2, at 5:00 p.m. in Secretary Simon's 
Conference Room in the Main Treasury Building. 

We would like to send the memo forward to the President on 
Tuesday. Therefore; 
the meeting prepared 
forth in the memo . 

Attachment 

it would be appreciated if you could come to 
to give a final vote on the two options set 

' .. :.... "-.......... t: 
/c:-~L. --<-..· l. /_ '::-..-~~ 

_. Gerald L. Parsky...;t 

cc: Richard Darman, Commerce 



DRAFT July 31, 1976 

NENOR;\\T)U\I FOR TIIE PRESIP1- "!1 

Subject : Proposed Irnnia.1 !:!Y~str:1.ent in 
OccidQntal Petro leu~ 

On June 20, 1976, the Government of - ·an ~nd the 
Occidental Petroleum Corporation signed a .~tter of 
Intent concerning a proposal involving (1) an initial . 
$125 million Iranian equity investment in O ..: idental · 
and (2) various joint ventures to be under-~ken by 
t he two parties. Iran is also discussing ::rtain "oil 
for arms" arrangements involving the Ashl d Oil Company 
and the New England Petrolet.:.:-:i Company i..;hic: could result 
in a maximum 25% equity invest~ent by Iran n one or both 
of these companies. 

The purpose of this me~orandum is to ( 1) seek your 
decision as to whether or not we should in Jrm Iran that 
we have no objection to the Occidental inv- tment and 
(2) address the broader questi0n of how we react to OPEC 
investment in the energy sector. 

Outline of Proposed Investment in Occident~ l 

The details of the proposed arrange2~~t are set 
forth in the Letter of Intent ~hich is at :ab A. 
The key aspects of the propo seJ transac tio- are 
summarize d as follows: 

Iran will purchase from Occidenta 6 . 25 million 
shares of voting preferred stock ~t a cost of 
$125 million. 

I ran will also obtain warrants wh ch will allow 
them to purchase an equal number ~f shares of 
voting common stock for $125-mill on, but. may 
only exercise the warrants during the period from 
5 -10 years after the date of the _ inal agreement. 
The initial preferred sto~k purchase would give 
I ran a 9 percent voting interest nd the right to 
appoint one member to the fourte eM man Occidental 
Board~. Exercise of the warrants ~ould boost its 



voting shar" !o b ~:-: "'i. 13 ~"!.;1L1 17 percent~ {.(:1..;;1d:n ~ 
on the tot·tl ar : r' nccich::.:.al stock ou tsta;-• 1 in~ 
;:it the tim"' the. i :·r - .lts arc c.•:.:rciscd , a.r;.d pl r.·i 
I ran to ~µpo j n t -~ ::-: :.mcl ne:ni.~e. to the Board . 

The Letter of Inte~t requires that joint vertures 
be undertaken for (1 ) a 5-year arrangement for the 
processing of Iranian heavy crude oil in 
Oc~idental's refinery in Antwerp , Belgium and (2) 
Iranian participation as a SO ~ partner in 
Occidental real estate and cattle operations in 
t he US. In addition, the parties are negotiating 
joint ventures invcl\ing (a) Iranian participation in 
the development o f Occidental's Canvey refinery 
in England and (b) de~elopment of Caspian 
Sea oil, possibly in conjunction with the Soviet 
Union which is already a partner with Occidental 
in several jo:i.nt ventures. l'ihile other Iranian/ 
Occidental joint ventures are possible, the 
parties have indicated that no other ~pecific 
ventures are presently being contemplated. 

U. S. Government officials ;:i.et with Iranian Ambassador 
Zahedi (Me1,-,con at Tab B) a:id ·. i th Armand Hammer, Occidental' s 
Chairman and Chief Executive Officer (:'-!emcon at Tab C) 
to discuss the details of the proposed investment and 
explore the motives of each party for entering into the 
transaction. 

The main Iranian interests in the transaction appear 
to be to obtain (1) an attractive investment opportunity 
in a US corporation; (2) a five year contract for the sale of 
50,000 bd of heavy crude oil; (2) Occidental's expertise 
and assistance in developing the agricultural (primarily 
cattle) and petrochemical sectors of its economy and 
(4) a partner acceptable to the 'Soviet Union for developing 
off-shore oil deposits in the Caspian Sea area. The Iranians 
have made it clear th?t they have no interest in.obtaining 
management control of Occidental . 

Occidental's main interests in the transaction appear 
t o be to obtain a partner to (1) provide crude to~ and 
help share in current losses at, its refinery at Antwerp; 
(2) share oKne~~hip and development costs of its US 
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I1·•~n"i..a>:h .::o!l<!. ict ohtain 2~::.:•ona~ Cccidcntal .. t:>c:. : ! 
w.i.thout the firn's appro1;~l. ~" .: 

A~cncy Review of ihe Issues·7~isc<l by the Iran/Occidental 
Trunsaction ---

The proposed Iranian investment in Occidental raises 
a number of issues which are similar to those which you 
considered last year in con~ection with the proposed .. 
Iranian investment in Pan A~crican Airlines and the 

. Administration's 1975 policy review of OPEC investment. 
It involves a major invest~~~t by a key OPEC cour.try in an 
important US co i pany and raises questions as to (1) the 
nature and extent of foreign rovernment (as opposed to 
private) influence in a US firm and (2) the potential 
effect of an OPEC investment in the US energy sector on 
our overall energy obiectives . 

As a result of the Executive Order creating the 
Committee on Foreign Invest,...,e:.t in the US which you 
issued in .!ay of last year, ·. 2' are nO\·: uch better prr ~d 
to deal with OPEC investme~ts than we were in early 197 5. 
l·le have made it clear to fo:-eign govern" ents 1 ike Iran that 
we expect them to consult witn us in advance on proposed 
i nvestments . Moreover, con~T2.ry to the fears of many, the 
volume of OPEC direct inves t:.:"nts over the past year has 
been negligible as most OPEC investment has been of a 
portfolio nature where the issue of "control" is not involved. 
The Congressional and public concern over potential OPEC 
in estmcnt h~s also subside ~ Curing the past year and 
such investments can now be treated with somewhat less 
concern ove'r the political reaction to them. There has 
been virtually no Congressional or public reaction ~o the 
Occidental transaction even though it has been public 
knowledge for over a month. 

. 
The Co~mittee on Fore ign Investment in the ·united 

States (CFi tiS) met on July 7-to re~iew the case. It was 
s ubsequentl ; discussed at a joint meeting of the Economic 
Policy Board (EPB) and the Energy Resources Council (ERC). 
The CfIUS anJ the ERC/EPB revicKed the nature of 
Occidental's diversified operations in the petroleum. 
coal, petrcche:r~ical and real estate sectors and considered 
th C'cf2 t that ~·EC ~on.r:---_-:t IJaTticip3tion in t.hese 
op t r~; t :ens r.i:;h t h i\C on o•::· ::~nional interest . 
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Concern~ wer.:: rrdc;e<l \·:itr respect to Iranian inf.L\Pnc·. 
0 11 the '>iZC <~nd l oc-1tion o f 0.:-:dental -! nVCStfl"'IltS (r. ~ • ....- • C• • ,. 

:·:ouJd Iran ' s role a s ~~ equi t ~ ~10lder , B0arJ me·1b·-r an.J. 
po-::::nr. i.~1 source of join t vc•1t··~·-.~ .:..apit::il i n duce 0.::":id~.1tal 
to 1rnk~ inv '3tnent .ont:.ide the ris t os : lily i n c onf! ict . 
\·:itli our nationa l encr:;:r objectjves). 1i c Comn i ttce no-re4 
that I r c.n wi ll not e xerci se ·c ont rol ove r the managem~nt 
of Oc cidental and th a t th e Occidental management h as 
i ndi cated it would not proceed with the transac t ion unl ess 
Iran agrees to accept provis i ons prevent i ng any substantial 
Iranian inflµence over the operations of the company •. 
These facts> coupled with the basic adequacy of our 
existing laws to protect against any potential Iranian 
abuse, led the CFIUS and the E?B/ERC to conclude that no 
fundamental objections should be raised to the investnent. 

Broader Issue: OPEC Investments in U.S. Energy Sector 

In addition to the Occidental inves-trnent , the 
Government of Iran is also considering an agreement whereby 
Iran would "barter" its oil for defense equipment from 
General Dynamics Corporation and Litton Industri es. In 
t hi s p roces s , I ran would purchase securi t ies of New England 
Pctrolcuc Corporation and Ash l and Oil Corapany. The transaction 
i s st i ll in t he early stages of discussion and no action is 
r~ qu· re d by the USG at this t ine. However it, together 
with the Occidenta l proposal , does raise the broader 
que s t ion of how we react to OUEC investment in our ener gy 
s ec t or. 

Current Policy: U.S. policy with respect to foreign 
i nve s tment in the United Stat es has traditionally been one 
of neut rality . That is, we allow capital to flow freely 
i nt o this country and treat foreign investors equally with 
the ir domestic counterparts once they arc established 
here. As you will reca11·, this approach was most recently 
reaffirmed in March 1975 follo ing a major revie~ of our 
pol icy which focused specifically on the potential problems 
o f OPEC government investment in the U.S. · 

This po i c f is based not only on theoretical 
economic consi ~er a t ions but also on the practical judgment 
t ha t existi ng 13~5 and regulat i ons provide adequate 
a u thority to be abl e to deal ~ith potential problems that 
mi ght arise with respect to particular investments here. 
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?.':tjo1 t.hro;:i ts a f orcj gn inn~tor (govern ... nt as well as "--.-/ 
'.'!'i\·at1..., could concci:~~b ly pas~· to 01ir w~tjoJtal in.terc.·ts 
<J.nd tr.en r:1atch~d the;!: a<:ain.:; ... tLc aut lwrjty in e~:istin; 
lD ... :- .~.vl regu"!.atio!'ls to deal v;ith suci1 <.cti ons. In. 
each ase , existing authori t; ~as sufficient to be able 
to protect our essential national intere • ts. ·. 
Re~xamination of ·Poli~y as it Relates to.the Energy Sector 

During the CFIUS, EPB/ERC review o f the ran/Occidental 
transaction, the question was raised as to whether the 
broad policy approved last year is still appropriate for 
the energy sector, particularly with regard to investment 
by OPEC countries. For example, is the energy industry 
su ~ficiently different from other sectors to merit special 
treatucnt with respect to foreign investment? Are there 
special concerns with respect to energy which existing laws 
do not adequately cover? Is there a possible conflict 
be tween the political interests of the OPEC iniestors and 
US energy policy interests? Should our policy in the energy 
secto r be based on reciproci ty ? In short, do we need 
special critrr ia ~ithin the rra~ework of the general invest­
~cnt policy against which OPTC investment in the energy 
sector would be tested? 

One of the responsibilities given to the CFIUS 
under the 1975 Executive Creer is to consider proposals 
for any new regulations or procedures relating to f oreign 
inves tment that might be necessary and to submit recommenda­
tions and analyses to the EP3 and the NSC. Accordingly, 
the CFIUS will undertake a review of cur current policy 
as it realtes to the energy sector . 

Immeidate Question: Occidental Investment 

While the CFIUS and the EPB/ERC concluded that 
there was no basis on \\'h.ich t.he USG should objec.t to the 
proposed tra~~ ction, the question has been raised as to 
whether we s;:c~ld delay informing the Iranians-pending 
conpletion o · the CFIUS review of foreign investment 
in the energy sector. 
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The optjo'"'.."- are: 

Ontion : . _....._ ___ _ 

Option 2. 

D ~ f c r co 'Ji '71 tm i c 0 

t ili1C p~nding OU 
n, "no objl'Ction" at this 

co~c of policy review. 

PRO 

It would nernit us to examine the general 
policy concerns \.; it.h respect to OPEC 
investment in the energy sector before deciding 
on the Occidental transaction. 

It would show Congress and the public 
that we are proceeding cautiously with regard 
to foreign investments in the energy sector. 

CON 

It is public knoKledge that the USG has been 
reviewing this case for over a month so the 
longer we delay a decision the more we risk 
giving the impression that ~e are having 
second thoughts ,. i. th respect to our traditional :r 
open door invest~ent policy. 

At the recent meetings of the Conference on 
International Ec1 nomic Cooperat~on (CIEC) 
in Paris, we have been eraphasizing our 
open door policy with respect to OPEC 
investment and a refusal to approve the 
Iranian investme t would add to our problem 
with the OPEC in CIEC . 

It could result in unnecessary and undesirable 
diplomatic difficulties with Iran and other 
OPEC nations. 

-
Communicate "no objections" based on the facts 
presented to us at this time , but make it clear 
that any substantive changes in terms (either in 
the final definitive agreement or subsequent to 
it ) ~ould require further consultation. 

PRO -- - · 
Tne CF ru·s and the EPB/ERC have reviet~ed the 
s ~ci~tcs of the Iran/Occidental propos3l 
aad , c .,: · -: , ·:~.·- 1 that th~ re is no ore seat: 
reason to object to the transaction.-
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.. ;is i·ntt.1 1 h cr,r~;i':."': ·nt • ... · _11 our tr.irfi~1onal 
policy anJ rect>nt ly c '.tab l i.shcd procc 1ur!?s 
d1ich ~ire ~hat ·.:c do not i:1tcrvcnt.' in :-oreign 
investr~ ~nt t: an-· actions e xec-pt ·where there 
are ~~JOI iJ ·~tifiablc , a:verse impli~ations 
f o r t h c }1 at i o r. <. 1 int er c s t . 

It would avo1J ~aising prematurely questions 
about the US co '.lf.li tmen t to the free flm· of 
capital. 

CON 

Agency Views: 

Treasury 

State 

Commerce 

Defense 

CIEP 

Seidnan 

Scowcroft 

FEA 

CEA 

It would make objection to future similar 
agreements more difficult. 

It could cause public embarrassment and 
diplomatic difficulties if the general review 
of our policy toward foreign investment in 
the energy sector resulted in an·adverse 
finding on the Iran/Occidental proposal. 

Approve Option 1 

-:,· \ 
Approve Option 2 

Domest ic Council 



TAB A 

Jij f; ):jxcc,l' t•: c. \' J fo:;._;h <1n;r .A 11 <,a·,:v . '"" . 
j\1 i115sll' !· ui l'~':..ouornic /\ff:1irs c~ Fin<1ncr.: 
Tc•licran 

Your Excell~11cy: 

The purpose of this letter is to dcsc-:.~ilJe for yum' ·con­
s icJeralion a proposed lranznctio:-i between Oc:cidc.:ni:ll Petrol-

. C 4 • ("O . ' t 111 • ' 1 I . I {'lllll orporu..ion cc1u~n ;:i .... J anu l 1e rnp(: na Covc-;-1nnent 
of Jran {' 1Govermnent11

) which we have discus~cu with your- rl:­

prC!Sentativc~! as follows: 

l. The capltnl stock of Occ~dcntal consh:;ts of 1:), 000, o;.io 
ciuthorizc<l shares of preferred stocl: and 100. 000 , 000 aulhoriz•:cl 
~hares of common stock, of which 7, n99, GGO ::;hares of prefc·. rt:d 
stock and 5G, i.\2~, 000 shrircs of con1mon stnc:k wei·e h;sued a:::ui 
outsi~1ncling on 1.)(-('.~m Lcr 31 . 197 5. The nuthorized p1 cf err. J 
f;tod: is is.s11~uh' in series and the Bo<:trd cf Directors of 0< u­
dc11}nl m < ,Y from tirn c to tim c: crl'e<.1.E' ~ncl js~tH.~ IH'\'; sc~l.".ics fl'Ptn 
<wU1(11·izcd b;.:l 1!1i~ suecl pref•.:!·- J stoc.;k indudiag ~ha.:· . s i1:;.~:1i,; 
ti;(.' tcr,ms nncl righ~ ~; c:onien • pl;itcd llc:r<:!in. • 

2. Occitl ' ntal offon:: to sell lo the Gtn:c•ri1mcnt 6, 250, llOO 
llnHs. each unit c.:om.;jsting of o:--e shnn~ oi" IH~\·; scriN> c.!" p:.·l°·­
fcn·.:!d stock to be dcsigmnC:cl •~s ''$ ) . ·10 Cnmulative Prefc!Tcd 
St<n:l.~" anci one: v.-ciri·n.nt cxc1·ci;:c...ble to purc:h~i.Bc one share of 
common stock at $20 per ·Share. Except a!; othcrv:isc: rigri;'C'd 
upon, ~he ne'.\' ser~C's of p!·cicn·cd stock sh::H have the s;wu e 
voti11g, h•:r~.lid~tion, and dividend rights ?.s $!tare$ of the pl~­
sent1y ou!st~nding series oi cmnulative preforrC'd stock. The 
ne> shares . however, slrnll not be rcdcemC1ble 01· _cailai>lc , n.:>r 
sttbjc-ct to retirement. th1'0'!..Jf;h a shlkinr, fond. Not\'!iths~arn.ling 
the: provisions for ct1111l.11:tUve votir!g \'.'hich ~pply in i!rn clc-dio1·1 
of lht.: directors of Occ:i<lental, tht' new S(>rfos of prefri'rC'd slc•d; 
f;lrnli c>nt illc- the Covt!1·nment to cl C"c.'i one d::·ector m!l .-,r fouri• t:n. 
Till~ wnrr<m ; 0 Le issticd to the..' Go\'\.'rnm cnt d1:1ll ·bc c~:-.: ... ·d~::.ulc.­
ovcr :1 1wriod l·urnme>n cing five years from tile dale of C:Jo~:in;:! 
r111d C'11-din[! fi. 1,.· yc·:u·s thcre;1ftcr. 1t is undcr!:::tood that tlw G(•\"C1·n­

menl would r~n c: 1 s all said securities for ir:vc.sln1cnt aucl not 
v1jtl1 a view to the rc:s:ile o r other distribution. thereof. 

3. The considcrcition to be paid by the- Govern .. ··nent for 
s-1d s . .:cin-;ti. -=-! ·J.l b_ <-125 i i 1 ::0·~. p~yz.i.Llc in cash in currency 
o.t the! C~-~-c...: !:>tatL-::> oi .:\;;il.:ric.::J. ~'Closing • 

. · 

•. J. ·~ . -; : I 
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4. Al presc:llt t1h' no .. ·d of DirC(;[Ol'S of Occ:identcil 
co.1sif;ts of thirteP;:i per'-,('!'.. Ocddu1t<:: .·g::-cc::; th·il inune-' 
cli ~\ldy <ii• L' r the Clo3rng } ... ·nbcr of c1}r t:e'.t•Jrs compr-~si1:g 
the B0C1rd :=;LJll be uqi<.nc!c.,! :o iourtccn, . m.l one rcprcr; ·n•·:­
livc o f the Go e:rrnncn.l; sh·J b..;; :rnrncd i)S the ne\~: directu1'. 

5. Jt is understood tl:<::.~ one of tile 01Jjcctiv~s of the 
parti-cs in co!"lsidcring this rd~tionship is to lay ihe grouud­
work for fruitful joint vcnt~1rcs in Iran, the Unitetl Sl;:tes, 
and elsewhere. The parties expect to c:-:.plo1·e such ventures, 
n1aldng use on the one hand of Jran 's e>xtensive natural rc·­
sourccs nncJ the opportunities presented by its rapi<liy ex­
panding cc:onomic develop:11cn: progrnms, cind on the other 
hand of Occidcnt~'s 1:.no'\':-ho.·:, expertise, lnarkeling ~nd 
clistributio~ facilities,. and other resources relating prima­
rily to the pet1:oleum and chcn;ical indH.stric.c.:;~ In this :res­
pect, ihe JH.11'lics r.gree that Closing hercurKler shall be:: mndc 
E'pccific<llly contiligcnt upon th~ p1~cpar<!tj.oi1 and signing. of 
defin itive agreements relating to the following undertakings: 

(a) As the Govermnent has ~n interest jn the 
m, rkP-ting of h0avy cr.1c1c, c;:;d as Occ.:idc11tal has cxce>ss 
refiiling c~p~ic:ity, two VLCC' s, and rn arkt~ting capability, 
we propose a five-year joint venture for tlie processing, 
tr<lilSj)ortation, and 1narl~e:ing of 50, 000 b<11-rcls per day of 
I ranian heavy crude at Occid2n~al 1 s cost. It is tonclerstood 
that the joint vcntnrc shall p·.irchas~ .such heavy crude fron1 
the Governrn cnt at its normal I-'OB Kharg Isl<Jnd selling price, 
and that VLCC 1 s wHl charge th~ joint venture the going r~te. 
Any p1·ofits <ibovc costs \\'ould be shared cquc.lly. Jn the event 
of los~es h::i.vine been incurred by the Government during such 
five-year period, then Occident.al shall c:ornpcnsatc the Govern­
ment for all such losses by t.he transfer to the Government, 
!or no c:idditional considc1·ation, an equity interest not to cxcec:rl 
50~~ in th~ Antwerp refinery. The fair m~rkct value of the re­
finery shall be determined as of such time as the parties may 
agree prior to Closing. · 

. (b) \Ve proi)Osc that the Government pn.rticipate 
in Occidental s real estate holdings, which include r<:.inch pro­
i;\?rties, al cost or 2µpr~iE ?.l, whichever is lower, and pay for 
S1?ch particip~tion in cash or by the delivery of heavy Iranian 
crude on a ti?Il._etc.blc to be mutually a;;rced upon;it being con­
tt;?rnnhl.ted U:J the p:irti!:- s::-::.~ devclon c2ltlc herds o:: the 
r~n~h pror>cr~ics wi~h tlH' ai...-:-. of ir!crc~1sed rneat producUo:-: 
nnd Lre:.::<linz c:itt" <.! h .• s~tle rn th~ United States. export to iran 
;'lrtd :0th er markets, and that Occidental shall participate in cat-
tle breeding ventures in. Iran. -

• 
l~-~ , ... .... . -
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G. Ji ;~ ·tli\..· in~e:nt c.i: ::.. : parli~s I. ~t i.Lc !°CJ!l,.J ·iuG J :11r 
vcni.111·c:; :,i1<.:ll be ::;iuJicd \.:5.'ll ~view t o tlic: d e:vclo,». ciit o" s .ch 
proposed p1·ojccts:. 

{a) Th<> c:;.:plo.·< .i'" .1 for 0iJ : ~iu dc·,•C!lol .. :.en· (•f 
the p-rc1p0rtie;; of foe· C:,9vc1·111,". :.:~: in th~ C;i:-,pia~1 S'2;.:. i:-i ticcon:t ­
ance with p.::.·cv<tfling JrQnian l·:-.,,·s . 

{b) J?art.i cipZ1tio:1 hy the Go\'1.!rnmcnt jn a joint 
venture· with Occidental in Cunv~y Island Tefinc.ry on an cqnal 
basis.· 

7. The Government sh:.,11 grant to' Occidental a right 
of first refusal on all its hol<lin~s of prefe1-rc ' stock and w::.r­
rnnts, ~o thtit Gaid sccuriti~s s~?.11 not b~ ~olci to U1ird p~rtics 
\~!ithout the Government having fi..::-st transrnitlcd illl offer in 
writing to sell the same to Occidental at a f-~pecified p d ce and 
on specified terms. In the event Occidcntd docs not accept 
s uc.:h offer of sale frrnn the Go·:e1:nrneni within the till1e speci­
frc cl therein, then the Governn-:. c n~ shall heiyc the right to the 
registration of ::;ajcJ securities by Occidcnt~.l. The Govcr:1mcnt 
J1H\Y notify Occidcnt:.l] in writ.ii:r 2nd Occickr tal shall> ris soon 
ns P -'<J.e;U cahlc upo1 receipt of sue;h uotie:c, file with the United 
Sta. c::./ Sl'c:uriti<.!s an.cl Exchani:;c Comrnissiun an appropriat~ 
l"£>[!h;tr;1tion statem cnt covcrjn ;;-~ ~:H:! share:; of stocl- or ·,·;arrants 

. proposed to be sold. The tern-: s a.nd conditions <lppJ.icahl~ to 
such rir,ht of first refusal and r12gistration right shall be more 
fully SC!l forth in 1.hc ~efinitiv~ ag:-een1cnt. 

E. ]t is understood th2t the Govcrm:n cnt docs not intend 
to acquire any Occidental scc1.1ri'":es in add: ion to those pro\.ri.cicd 
for herein, imless ofiered by t;1c compauy itself or as part of an 
agrecrn 0nt with the cumpany. 

9. If lhc foregoing pro~oseil is :rcc-cptabll? to you ~ncl is 
approved by Occidentd's Board of Directors~ and <my·neccssary 
Ol" ~ppropriatc governmental ~n:thorities fo Iran or the United 
St<itcs. it woul<l as soon as prn~tic:aulc hut in no cvcnl-lnt-::r theln 
Au.;;:u~;!. ·31. 191G hr.: ir.'::r.>rpor;·!.c:d ~ni.o ~ <Jr:~i: 1i •.i·1'.; ::~~r1:r:~t1"1r:• ... 
s i· !•C·d b·; Occ:id~!~ tr.1 r..nd t!1e Go-:~:::-nmc:nt, Y.:-i; d1 \•:0ultl inc:luc!~ c- • . 
approprirtle li?.!1gu:lgC' ·pro\'id1ng fo:::- arbitration in the event of 
any di spute c..::-i.; :1~g 1:n · ·~r the C.e:f.":1iLive ag.rc-t=ment by the Inter­
n ational Chn.n.11:,e:r of Commerce in London. 2:ld for anti-dilut;on 
provisio!1s proteeting the Govc rn:-:1~nt's holdings of Occidental 
SC' C'U riti cs , 2.::d rc-pn:.'sen ;:i'ivr: . . 1d wnrr~n~~cs by Occide.1.1tal as 
: .. 11 .• ·, a.:' 1 ti .. !.tJ f1 .. c :~~ :J Cl·~.: .. r '" ... - l ~!is :..... c .. -.. cun1b1 .. ai1-es of tl1e 
t" ·c1: r:r1<.i \: •• rr'-'-1::~ t.J bi:! so~' '.. - .. .: Go-v .:.~n · C'n .. the accuracy 
of the ~4.l~CBt finunc.:ial stalemcnts, and othl:r customary war­
ra.ntics, representations, covenants, and con_ditions, including --

~i ~ 11i .. / .. __ , . ·-



. . . 
l..tl .. 

. - . : . \' , , 
• I .. "'" 
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ti01. (~ti•: d'-..fll!Jliv ar:r l'l .- •.. 

tio:i o: 1.·gt!l, tax, ii11~nci~tl, . 
sotisfaciory lo U1c G·.:>VPr::P. ~ -

: ail })(• .;1 ;lC.Ct lo tl·.· C( •• I 
. . ...· . .. . 

oper:-1tJ<Jr~~-- J:1'lCsl1t~:-.· 'o ... s 

H lhe tc!·m~ of this p:· : ·,s;:;.l ar(~ a\.'. ... t!pl.<1blc to you .. 
1:.·01·ld ;.:Jip,...~cic:i'P yot·r ~jbi_i(!.=., ~- ;:;opy of th.: ... le•tcr in ~n pJ;. 
jnrlic<1tcd below . It is rc c:o~~~7.(;d that this lclter, whe:n si~:-t !. 
vnll not con::ailuU- ~ lcec:il obl1-=-u_ion of cii11cr party but ro.ti1 1· 
an indication of intent on the p~rt of both p ;!dit:s to proceed . · .! • 
this transaction. Neither par:y \'.'ill have any lcgo.1 obligatioi. 
\Vith re!.;pcct to the:: propo:;al 1r. oc.le herein u1u ess and until ~ dc-­
finitivc agrcc.:mcnt shall have been cxccute<l and delive:..,cd. 

Very truly yours . 

OCClDENTAL P:ETROLEUlVI COH; ' ,) ._ . 

. J • • · . • • • . . .. . , 

, / . -. ,, B~· · .-~_.,..,_ ... : -.- .. -·· .. -·/ 
· ----it.s-Cl1a11'man 

ACCEPTED: 

THE IMPEi tL GOVERC ... N~J;~T OF IRAN 

B 
'=-·. J ..,. ,. { ,e. • . J • r .--: .... y: \ '· \ l '\ :• .. , .... , .... l .~· \ ...... ,. - ..,, ,.o .. 

----~---->::-:-J' 1._. __ _ 
1'1 inistcr '\l Eccmo·111c 
Affairs ~mil Finai!c:e 
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) DEPARTMENT OF THE T R EASURY 
WASH l~ lGT0.l , D.C. 20220 ,J _ __ ./ 

· .J une 2 9 , 1 976 

NEHOHJY'-mUM FOR THE RECORD 

Subject: Iranian/Occidental Transaction 
Memorandum of Conversation 

On June 29, I had l 1nch t·;ith ltlnbassador Zahedi 
at the lunbassador' s rcsidGnce . 'Econoraic Counsellor 
Akb.J.r and Deputy Assista~1t Secretci.ry Niehuss \·1ere 
also present. The purpose of the lunch was to discuss 
the proposed Iranian investment in Occidental Petroleu.-n. 

Explanation of Consultation Procedur es. During 
th c~i~lt'Se o: t'.'-,c lur1c l1r::cn I cxpl~tL::·d g ~nerall)· the 
operation of the consultation procedures for foreign 
gover~l-:,ent investment. a nd the reasons \·~hich prol!lpted 
th·2 USG to institute such procedures. .P..rnbassador 
Zahe di indica t ed that he was aware of the intense 
interest in foreign inves t~nent in t-h0 U.S. in this 
country (especially in Cong ress) and of the necessity· 
to cooperate fully with the U.S. Government. The 
knbassador s~id that he hc::.d instructions frorr. His 
Maj L s ty 7he Slnh to provid e t .;e USG v:i th any informa­
tion about the proposed inve stment . To aid in the 
consultation process, Minister Ansary delayed his 
departure from New York to be available to provide 
further details if necessary. 

Iranian Intentions re Future Operations of· 
Oc~id~~.'!:~l:. One . of the major questio'ns r;1e explored 
was whether t h e Iranians intended to place any con­
ditions 0!1 th2 future operations of Occidental and how 
they saw the I_rc::.:iian presence in Occidental evolving --

" I 
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it 
clear th.:rt lrun h ... '~ no intc:r!ti o n o f crm.:rollin g 
O::c'cL.:nt,•l or 2.!'"" ollv...!" ~(·:~'i -:;- :-i cornpzir ·S u nd that 
t !'ic r 1ln i !1 ' eres"t. o~ TT2n j n th; s t r ·.nsact-!_o!1 \:as t o 
o bt r in tcc hno : o gj· a nd e::p:: rti s e . Ho-, 'C..iGr, h e d id 
<H:1;n:t t '1at i~ ·.wsn ' t 'r-o.s .... iblc· a t thi.; .:tagc to s D.y 
pre c i s e ly how t h e co~?~n~ ~oul<l be op~ratcd in the 
future or precis -ly how th~ I ranian/Occidental .relation­
ship might evolve. He s a i d there wen~ no supplem~n­
tary arrangements for the purchase of additional 
Occidental stock by Iran. 

Reasons for Iranian Interest in Occidental. 
I also raised the question of why Iran would be 
interested in an association with Occidental . 
Air.bassu.dor Zahcdi indic-::.i:.ed that their two main r1~a­
sons were to (1) assist Iranian ~gricultural develop­
ment and (2) provide technology and expertise for petro­
chemical development in Iran. He pointed out the need 
for a dom~stic cattle indust ry and the need for ferti­
lizer for agri-busincss development . He particularly 
e mph<:l.sizec1 the desire of I r a n to enter the petroche.,-,ical 
industry and felt that Occidental would be of assistance 
i.r. U1is regortl . Il e o.l~o p~;i ~: ted. out L!!~1t Occide!"l t o.l 
\·lould b'e of great assist.ance in the exploration for, 
and de velopment of, oil and g~s in the Caspian Sea. 
He mini~ized Ira nian intere sts in th~ coal opera~ions 
of Occidental -- arguing that he did not feel that 
tcchn i c - 1 assistance was necessary to develop the 
Iranian coal industry . 

Caspian Se3 . With res~ect to the Caspian Sea, 
the Arr!ba ssador not ed the ob 1~ous be!'lefi ts of having a 
part ner with an established relationship with the 
Soviet Union . Occidental 's participation with explora­
tion in the Casf ian Sea would take scree of the pressure 
of£ any move towards a joint Iranian/Soviet venture to 
develop oil and gas in the USSR. 

Formal ?·:.:> tif i c a tion . In response to my request, 
the. Ar..bassador indicated thcit he would formally transmit 
the letter of inten t to me and that he would be glad to 
supply any a dditi onal information that was necessary . 

.. ' 

Gerald L. Parsky 

. . j 
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July 2, 1976 

.MEMORl\NDUM FOR THE RECORD 

Subject: Iran/Occidental 'l'ra::saction -- Memorandum 
of Meeting with Arrr!c..nd Hammer 

On June 30 I met with Arn~nd Hammer in my office. 
Also pre.sent ·were Hilliam i,!cS·i,;eeny , Senior Executive 
Vice President of Occiaental .::i.nd. Deputy l"lssistant Secreta_ry 
of Treasury, John Niehuss. 'l'he purpose of the meeting 
v:as to discuss the proposed Ir.:~:-ian invcstr:1ent in Occidental 
Petrolcu.. . 

U.S.'Policy and Consultation Procedures . I outlined 
the cvolut ion or u. s. pol icy to· .. :ards foreign invcstr:!.ent 
in the United States and expl~ i. ~a the reasons for the 
consultation procedures with rcs?ect to government invest­
ment which had major implicatio~s for U.S. interests. I 
emphilsized that the procedures · .. ~ere not intended to res­
trict or screen foreign invest -~t but m0rely to provide 
so 2 advar.c e notice of major cii.:-ect investments by foreign 
governrnc::nts. 

Origin of the Transaction, Early Negotiations and 
·occidental 1 s .Interest. Dr. Ha:-r~-:-.er noted that the trans­
ac~ion was initiated by Irun. E:= had received a cabie 
frora Prime !•iinister Hovedya indicating that Cyrus Ansary 
(the brother of Minister Ansary) would be comin~ to see 
hio. Ansary i~dicated that Iran had been looking for 
investments and had selected Cccidental. Ansary emphasized 
·c·,:!t Iran did not intend to take over the company but 
would be a minori;:;y participant interested primarily 

.· 
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in obtc:dning t::!ch:-:ology, c·.::_., :::.se fo::: i .... int!:!rnal o :e,oi?-
ment and a potent.iul joint v .... :..·_:::-~ ~')z~-rtrn- • Ansury in~)ca~e--:. 
t.h~ t the:-y \·/ere thin}-:.ing of ci : '1 - :'r. ~ s!:z:r- 'lt~rec:;t un'' r 
tc:: s i-:-i l~r to the arrar:'_;e .. ·::. wit}) 1-~ L! ... ~ an:1 sugsc, t.c:i 
t"-J.J t. I:.:l;·r ·~ r get in- touch \·: i t:1 :·:::- ..:?? to sc _ hm·: tha.,. tr .tr1::. ··c­
t ion was yorking out. 

In reply, Dr. Har. ... 'ller indica.i:.ed that Occidental did not 
need c;;;>.sh as it had $700 milli.0::1 in untisEd .credit ·and •·;a·s 
rE!ducing its long- term debt: a nd. i. ts debt/equity ratio. '?here­
fore, he indicated that, if ther~ was no good business ~eason 
for Occidental to be involved, O~ci~ental would not be inter­
ested. Ho.ITL"!ler \':ent on to indica"':e that Occiden cal • s r.i..::lin 
b usiness interests in the t:rc.n si.i::::tion ':l>2re (1) to o=>tain 
c;:-ude for its An-twerp refinery, (2) to obtain crude supplies 
for its Canvey refinery, and (3) the opportunity to help 
develop t:he Caspian Sea -- recognizing that Iran could not 
develop that area without USSR cooperation. 

Dr. Harnmer indicated he consulte<l with key directors 
and discussed it \·?i th his in·vestr:-.. cnt bankers (Kidde::::-, Peabody} 
\·:ho indicated the trDnsaction \·.·0u.1 d be in the company 's 
i •itcrcsL - t= it did not in•:o1•:u C4 ta~;;:c: over. Acccrdinsly, 
H~nrner indicated to Ansary th~t Occi~entnl was interested in 
proceedi119 r;.nd an invitation to Occidental to co::-le to Irv.n 
followed. 

D~scussion ·1.-1i th the Shah . Dr . Ha1nmer and a sr~1all group 
of Occidc.ntal officials \·•ent to Iran and :r:et with the Shc:h 
who was well briefed and enthus~astic about the transaction. 
~ Shah indicated that he w,s ~~tercsted in having Occidenta1 
h ,..,lp in dC'velo~ing various projc::ts in Iran. His prir.:e 
interest appeared to be in the d2vclopm2nt of the chemical 
s ector and his second interest in the development of agricul­
t uce and fcrtiliz0r . The Shah was particularly interested 
in the f i:tC t that Dr. Hanu11er u.nd Oc:cidental were active in 
C2.ttle breeding and he felt th2t Occiclental's expei;tise 
night help develop a domestic· livestock industry an¢! reduce 
the need for meat irn?orts. 

Dr. Hammer ir...,lied that Occidental was more inter_: 
·ested 'i:han Iran in an opportunity to explore and develop 
th~ Caspian Sea r2se:::-ves . He in::Hca ted to the Shah that 
r. ,_ staff had studied the Caspian geology which they 
t :>ught \·;as favQrable . Dr. Ha::::..::er indicated that Occidental' s 
!'. · -:::cess r.\s an oil find er, th~ £a:::. that it was an independent 
p. 11ucer, C! :nd the f ~ct that it ~a:l Sov ict co1mcctions, all 

- ~~n Sh h /S l. :.rr:'l -css _ ,_1.";,,... ... a!. . {CJ 
I ;t 

13' 

y)~ -> 
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1•1 ~rr,, ~ , t ..... . ! ·...,~ ..... -· r c; ~~JV L >n I h, t r;.•1::h 
of · L~ 1""· ~,, ~.:~ ior1 n1 t_11 -! i.,~ ;tlJ l1 #.!_. "" . .:. tl~·:! l 1 :_e~ o: 
in~cnl w .s Jo~- by th~ Shah .r ~~rson s v~ -y close lo hi~· 
(e.g. Cyr ;2~~ t.ns 3ry ) and tba. :.: -- Shah's i:.:;rsonal ir.tr•tes\.. 
in U · tr::- ~-:.c t i o ::i. was the r~...:ti ~ . :n::.:i.son i ~ had rr:ove;G.. Clhec::.a. 
so gu i c k:_ '. 

J rani 2.:1 Share Intcres ·. D:: . Earr.r:t r i.ndicC;:.ted that the 
mD-ximum voting control th~t Ira:-1 \·:ould h 2 '.-"e in Oacidcntal 
would b~ 12. 8 t on the theory th::. t if Irar: e:-:ercisccl its 
.warrants {at $2 0) most· of th~ c c.invertibl:e securities would 
also be conve~ted . r · raised the issue of future pu~chases 
of O::::cidental stock and asked \~tether there was an ag:::-ee­
mant or understanding about the purchase by Iran of hi~ 
stock or any other stock. Dr. !!arri.mer indicated that, 
from lhe Occidental standppi~~, one o f t ' 2 key asp~cts 
of the deal was that no additio_al stock could be a~quired 
unless Occidental agreed. In 0_:1er words , Iran wou:_d be 
prohibited from buying stock i~ the markst or from ~ny 
other sourc~. Dr. Hammer indica ted that a special .se!:"ies 
of preferred would be created a~d Iran would be limited 
to the election of one director. These, Dr. Hammer 
indicc:i.te<l, arc the procedures t 1:at Occide'1tal would d~pend 
t' on to ur2v 2nt Iranian contro l . Ee also indicated that - . .. 
t " re were no side arrangem3n~s of any sort for ~dditiona1 
pm:chz:.scs of stock by Iran fro;,~ hirn or anyone else . . 

International Energy AqE·::"l ·~· Probleili. I then pointed 
Ou.._ th'"'.._ O''C; <.' ""' '1tal ·.·-----Z.-a ·:-·,:.--;;-:::;,-•. ot.-t-hr.. IP" Indu"'trv L.. - ~\ 4..... '- ~-- .,,_ - "·n.:> J.,t,.; a. ,.J _ _ ""'"' ~!"~ -..> -·-

1»~ -'1isory Board and that this r. j_:;ht pres-.. . t potential problems. 
D.c. Hurr~er indicated that Occiclc·r:tal was not an active 
membc _· of t·hc organizntion, \-.'a s lumped toqether with all 
of the inc1cp211:1cn~s and was n oL a member of any ke~.{ cora..-r.ittce.s. 
We discussed the quest:i.on of access to cl,tssified in:forna­
tion, a n d Dr. Hamrn2r cor;11--nented ~hat he felt most of the 
inforr:<~tion Hould become public. Neverthcl.ess, he said he 
was agreeable to adopting r.teusures, sir:tilar to .those used 
for defense contracts, that v70i..).ld s eek to preserve the 
confidentiality of the infcrr!'.~tion . . \·1ith respect.·to any 
future erabargo, he co:r.1m2ntec:! that he believed Iran's 
ounership of stock of Occidental would help ens~re that 
Iran would not participate in any such action. 

Joint Vc!1 t ures . I asked what joint ventures Dr. H~--n...-ner 
ex")ecb:d to r;:a ;::::rial i ze f ro:7. th:! arrw.ngc.-::cnt and \·:het~er. 
O:.c)r was look1 g ·t'o substanti.:?l capital contributions from 
I ran . Dr. Ha:-'1.!::.er· pointed out that the main joint venture 
of ·.~ , rest to Occi; :1t.<:!l ·.-:.:~ ~s o!Jtain oil fo_r its P..ntwerp 
r ci~2ry_ nnd indic~tcd that the Sh~h had agreed to S~?ply 

• . 
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5·0 rl h/ 1 ,::tic11 c·iv>ul 1 h<' 1 p ' _, -e lh·:! losses Occi~·;nl: ell 
wc:i~~ inc'J!Ti'1g on tl'ic :;:-0fin-,v~· - In a cidit.~0i1 1 Occid.::ntdl 
had t· •. :-> ) argc tanr~crs \·:hi ch -.. : ~·-:::·: lo.::>ing ron 'Y and if t.h~y 
cou lC..:. b-.: k~,)t occupied tr<..•ns~u~-t::.:1g the I.,...anian crt:<1.! to 
l'ln•,,:cr:' thi s \:o_·ld be bc_10~"!.ci:.:. D . H.-t.:'!i1Cr also r(;'f(!rred 
to the Canvey refipery under constrt c :r~ ahd noted that the 
UK GO\'ernmcnt \·mnts the re:'.:ir: ~ ::-; upgracl1 He exp8cts 
that the venture would be a thr~e party deal wi th Elf 
(French), Occidental and Iran ~11 contributing on2- t hird 
(approximately $100 million e~c~ ). There would also be 
the possibl.lity of using Iranian crude to supplement oil 
fror:i Occidental's North Sea fields . Lastly, Oxy was 
interested in Iran as a real estate partner. 

Role in Marketing Cru6e . I inquired about the precise 
role Occidental would play in rr~rketing Iranian crude. 
Dr. Hanmer' s reply indicatet1 that Occidental could provide 
some assistance. He referred to the Pernian Corporation 
which was one o f the largest procurers o f crude oil in the 
US as evidence of Occidental's experience. 

USG Co:.v::crns and Next Steos I indicated the m2.jo:i:-
US GCV'"'l nm2:"1 t co1:c0r.ns in re'.' ie·.-.-ing c::. transz.:.ction of this 
n iture ~ere: · (1) n atio~al s0cu~ity and n~tional d2fcnsc, 
(2) the existence of measures to insure against operational 
control of the co~~any , and (3 , any side arrangements for 
addi tional stock purchases. I ir,c1ica ted that I would like 
to us~ this trans<iction as en illustration of the \·.Tay 
consultation procedures should b~ handled by foreign 
gow~rnl.lents . In this regard, I as}:ed if I should talk to 
Cyrus Ansary to obtain further details of the transaction. 
Dr . Hammer indicated that t here would b~ no harm in this 
as Ansary ·has tha Shah 1 s confidenc e and handles the Shah's 
investments . Hr. lmsnr,y sits on the board of Krupp and 
would be the Iranian Director in Occidental. 

I inquired whether the approval of oth~r governnent 
agencies was required . -- the SEC for example. Dr. Ha~mer 
i.ndicuted that their lmv-yers ha.d rqportep that no specific 
SEC approval would be required but that the stocK issued 
~o Iran would be lettered stock and could not be sold 
without registration pursuant to SEC requirements. Lastly, 
·o • Ha!Tl-ncr ir;iplied t!1cy had co:osulted with the Justice 
t p:1rtmcnt >·,ho s l:ggested that the transaction "might even 
add to competition:" 

Gciald L. Parsky 

.... 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

August 24, 1976 

JIM CAN~ 
GLENN /c';LEEDE 

INFORMATION 

CEQ REPORT EVALUATING ERDA'S ENERGY 
R&D PROGRAM 

A couple of weeks ago, I sent you a note alerting you 
to potential problems with a report CEQ has drafted 
on the Council's evaluation of ERDA's energy R&D 
program. 

CEQ is required by law to evaluate the adequacy 
of attention to energy conservation, environmental 
protection, and the environmental consequences of 
the application of energy technologies. CEQ has 
the option of submitting a report to the President, 
the Congress, or others as may be necessary. CEQ has 
opted to submit a report simultaneously to the Congress and 
to the President. A draft of the report has already 
leaked to the press (alledgedly by ERDA) and has been 
the subject of two Jack Anderson columns. 

My last note pointed out that OMB has some serious 
problems with the report. I am not yet clear as to 
what action Jim Mitchell and Jim Lynn will take. 

Steve Jellinek asked me to review the most serious 
problem chapter -- energy conservation R&D -- and mark 
it up to indicate changes that I believe are necessary. 
I started doing this but after completing the first 
2-1/2 pages concluded that changes that would be 
necessary to bring the report in line with Administration 
position are very extensive. I told Steve Jellinek of 
this and indicated it would take me some time to do a 
mark up on the entire section on energy conservation -­
which runs about 40 pages. 
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I was advised earlier today by CEQ staff that (a) Chairman 
Peterson directed that the draft be sent to GPO to be 
put in galley proof form, (b) changes have not yet been 
made to solve problems identified, (c) Dr. Peterson is 
now considering what action he will take with respect to 
objections from OMB and me, and (d) further attempts 
by me to mark up the report are probably not worthwhile. 

Briefly, my problems with the energy conservation section 
are as follows: 

1. It calls for a Federal role in energy R&D that is 
inconsistent with: 

the President's 1977 budget decisions; 
Administration philosophy on Federal vs. private 
role; 
the ERDA energy R&D report which was modified 
on this same point and cleared after extensive 
discussions. 

2. It does not distinguish between Federal and National 
(i.e., Federal and non-Federal) responsibilities. 

3. It outlines an unrealistic analytic approach to 
decisions on energy conservation R&D (which also 
contributes to a larger Federal role). 

4. It will provide the basis for additional criticism 
of the President for not requesting enough money 
for energy conservation R&D. 

This report may be a conscious attempt to bring about a 
change in Administration position on energy conservation 
R&D. If this is the case, I think it is the wrong approach. 
I think that should be approached through a decision 
paper. I would also point out that CEQ has had an 
opportunity to participate in the review of ERDA's 1977 
budget request and in the review of ERDA's Energy R&D Plan. 

OMB staff just informed me that there is another place 
in the CEQ draft where the Council's position contradicts 
current Administration position; i.e., CEQ apparently 
is taking a position that fossil energy R&D should not 
proceed as fast as it now is until more work on environmental 
impact is done by the environmental people at ERDA. ERDA 
and OMB position has been that such work should be done by 
the people responsible for the fossil technology development 
and not necessarily by the environmental people. 

Enclosure - excerpt from law 

cc: George Humphreys 



·----,,,--1\nrn}ul1Tilcr.1A;'.1't''t't'lc"l11trrttrrtT11C!ltrt ...,,.lttilil ".!'All:t~;c-ic'.'1'1UMTpMtont"l'l'CMt~. 'ntt!"ll,1mumc-:,:at1nmrTcno1T11l"l'111m1cr..1 ... c ... c------..------
/ n ~"inst 1m law Cul rt>~t rn in ts nml monopolies", npprovccl .Tuly 21 c:tlr.11<ln1;-<lnysof col1tilillous scssiOnoiC011g1·css o.ffcr the <lnfu-nnwlifcn--

,,/, ll'\!lfl ( lii tr.S.C.1 l't i>NJ.), ns nm<'n<lNl; such proposccl l'ulo or order is transmitted to it unfor.s, bctwec11 tho 
, (~) the .\ct. <'ntitl<>d "An Act to supplcm<'nt existing lnws elate of tmnsmittnl nnd the end of tho thirty dny period, 1?ithc1• l!ouso 

n;,;;iin:-t imb\l'ful i-1-,stt'nints :rncl monopolit'H, nncl !ot• other pm·· passes :i. rcsolntion stn.tillg in substnncc that such House dot's not fn.vor 
pns1·s·;. 11pp1·n\·r1! Ocl0Lc1· Hi, !DH (11'1 U.S.O. 12 ct seq.) ns s11cha.proposc<l n1lao1•orilcr. 
n 111<':1<1<'11; 

-"· 

., 

.t.y. 

·-

(:l) lhC\ 1"<·ll<'r:1I 'l'l'acfo Cmnmission Act {15 U.S.C. 41 ct seq.) 1 
ns n 11w1Hh·tl; 

(4) st'clions 'ia nnd 7·1 of tho Act cntitlNl "An Act. to reduce 
tn xn I ion. to proridc l'<'\'<'Jlll(' for the Go\'<'rnmcnt.; n nd for other 
pm·pn~<·s!', :tpp1·0,·rrl A11g11st. 2i, HID·~ (Hi U.S.C. 8 :md D), ns 
n m<'1Hll·cl; :mtl 

(5) thc Art oC ,June lfl, lll3G, chnptct• 502 (15 U.S.C. 1:31 13n, 
l:lh, ancl 21!1.). 

S1·:c. 11. (a) The Council on E1wironm"ntnl Qnalit.y is nuthori;.1,rd 
nncl dirrrtrcl to rarry out. n continuing nnnlYsis of the l'fT1•ct of :i.ppli· 
cation of nonnnrh•ar rnrri;!y tr<'h1111lo•Yi(•s to Pm l11ntc-

(1) thC\ 1Hh'<1uncy of ntkntion t~ rneriry conse1·rnlio11 met.hods; 
nnd 

(2) tho ndrrpinry of a!t!'nfion to <'lH'irnnmenlnl protrrtion nml 
tho <'lwi1·?nnwntnl consrqnm1r<'s of the npplicntion of energy 
fcchnolo:.!'lrs. 

(b) .The (~onpril 0:1 Bnvi ro1111ie11tnl Quality, in cnrrying out the 
prons1011s oft Ills s<•ct ion, mny rmploy consultants or contractors and 
mny by fnnd t1·nnsfl'I' t'lllploy the srl'\·ic!'s oi other l•'cdcml :trrcncics 
!or thC' con<lnrt CJf stnclirs :incl inwstigntions. "' 

(c) The Cmmril on Eiwironnwntnl Quality shall hold annnnl public 
hearings on th" con<111rt of rnr.r)'.!'}' l'Nmarch :mil chwclopmcnt and the 
prohnblP. <'lll:i rn11mr11tal consrr111~11r:.rs ~f trends ii~ the c1cv<'lop1:1ent 
and ap11l:rnt1011 of cllcrgy trchnolo~tcs. flrn t.mnscript of the hr.nrm"S 
shall be p11hlishc>rl and mnclc aYnilablc to the public. "' 

(cl) The qouneil on Envil:oi;uuentnl C'1nnlit.y shnll mnkc s11cl: reports 
to the J?rcs1<IC'nt, tl~C\ Aclmm1strntor, nnrl tho Cong1·ess 11s 1t deems 
npproprrnte <'Oll~C'l'lllllg tho comlnrt of energy l'O.'!carch nncl dcvclop-
11;r>11t. 'fh<'. J~rcwlrnt ns. n. part of the nn!mal 1'!nviyonmentn1 Policy 
I,C'port rc~1n1r:cl ~Y. s<;ct1.on 201 of the NntJOnnl ~'.im:ironment.nl Polic.y 
Art. o,f 1~(1!) ( 4Z li.8.C. 4.l:H) shnll set: fo1·th the fmc1111gs of the Counctl 
on hll\·11·onmcntnl Qn~ltty coneC\rnrng the tn·obnhfo enYironmc11t:i.l 
cons"'I'IC'l~<'rs of trends m the dc\'dopmcnt nud npplicntio11 of emwgy 
t(~chnolog1c.s. -

ACQUJSITIOX OP J::SSF.NTIAr, l\f,\TF.mM.s 

tl, ~r.c. 12., (n.) 'l'he President mny, by rule or order, require the nllo-
cnt1on of, or the pcl'formnncc 11ndc1· contracts or ot·clcrs (other than 
cont.r~cts of cmploynm1t.) rclnting to, s11p1>1ics of mn.tednls n.n<l ccp1ip-
mC'nt if he finds th:i.li- . 

(1) snch supplies nro sen.rec, criticn.1, o.ncl essential to c.'l.rry out 
tho pnrpoi;cs of this Act; n.nd 

(2) snch supplit>s cnnnot rcn.sonnhly be outnined without cxer­
d~ing the ~11tho1·ity granted !>y this sect.ion. 

(b} ~ho Prcs1dmt. shnll trnmmut rmy rnlc 01· 01·rfor p1·ormsc1l undnr 
snhi;cction (n} of this ~er.lion (hr.nl'ing nn idcntificnt1on number) to 
c:i.ch Honse of Con:.:-rc:;s. on the d:itc on which it is proposed. If such 
proposed l'Ulo. or order is tm.ns1mttcd to the Congress sucb ·pro1mscd 

, 

WA'l'J.:Jt IU:SOtil!Cf: JWAJ,UJl.TJON' 

Si::c. 13. (a) At tho request of the Aclminisfmtor, the Wntcr 
Hcsomccs Council shnll unclcrtnkc nsscssmcnts of wn.tcr resource 
rcquii·cmr.nts nncl wntcr Sll\)PIY nvniln.hility for nny nonnurlcnr cnc1·::-y 
lcchnology nnd nny probn >le combi11nLio11s of tcd111ologh•s whirh nro 
f.h(\ sulijr.ct of Fcdcrnl 1·mwnrch n1ul dc\'Clop111cnt ct1'01·ts n11thorizc1l by 
this Act, nnd Lhc commcrl'in.I clcvclopml:'nt of which <'011!11 h:we signifi. 
cant. iiupads on w:ltcr l'CliO\ll'CCS. In the pr1•1ntrntion or its llSS\':iSlllCllt, 

tho Council shnll- · 
( l) ut.iliio t.o the mnxinmm extent Jwncf.icnhlc clntn on wntf'r 

supply urn! dcmnnd n.vnilnLlc in Lhe fi cs of 111c111he1· ngcllcics of 
tho Council ; 

(2) collect nncl compile nny n<l<litionnl dntn it. deems ncccssru·y 
for comt)letc nnd nccnrntc nsscssnmnls; 

(3) give :Cull co11slcforntio11 to the constrnints upon n.vnilnbility 
imposed by treaty, compn.ct, court clccrcc, Stntc water l:l.ws, n.nd 
wnte1• 1·ights granted }HU'S1rn.11t to State nnd Fedcml lnw; 

( 4} assess the cfi'ccts of cfovclopment of such technology on 
wn ter quality i 

(5) melmlc cstim:ttcs of cost nssocinted with production nnd 
mnnngemcnt of the required wntcr supply, nml the cost of clisposnl 
of waste wntc1· gcncmtcd by the proposl~d fol.'ility or process; 

(G) nsso.'lS the em·fromncnt.nl, sor.inl nncl cco11omic impact of 
nny change in nsc of c111·rnntly utilizml wnter l'l'sourcc thnt mny 
be required by the proposed facility or in·oress; nnd 

(7) consult with tlm Conncil on Environmculnl Qunlity. 
(b} For nny pro1,oscd demonstration project which may invoh·c 

a. significnnt impact on wntcr resources, the Administrator shnll, as 
n precondition of I•'edero.l nssistnnco to tlrnt project, prcpnrll or have 
prepared nn nsscssmcnt of thC\ nvnilnbility of nd1•quntc water resources. 
A report on the nss1•ssmcnt shall bCl publislml in the Frdernl Registl'.r 
for Jmhlic review tliirly <lnys pt·ior to the cxpl'll<liturc of 1"l'ill't·n1 
fun son the demonstrnt1on. 

(e) I•'ol' 1my proposed Federal nssisto.ncc lor com1mwcinl npplicn· 
tion oC c1rnrny technologies pursuant to this Act, the "\Vntcr lkso11rcc 
Council shn.ll, ns n. prccomhtion of such Fcdcrnl nssistnncc, provi<lc 
to the Administrntor nu nssl'ssmcnt of the nvnilnbility of ndN111atc 
wnt.cr rcs?urccs for sue!~ commcrcinl npp.Jicntion nnd nn c~·nluntion 
of the cnv1 ronmcntitl, soc in I, nnd economic unpncts of the cledicntion of 
wntor to such t1sN1. 

. (cl) Rcporls of nSSCS;'unents nnd cvnlunf.ions propnrcil hy thn Cou11-
c1l pm·su:int to s11bsect.10ns (a) nnd (c) shnll bo pnblislicd in the l"ed· 
e1:n! Ucg1ster nnd nt lcnst ninety d~ys shnll be provided for public 
review 1md commcnl Comments recC'1vcc1 shntl nccom/lnn)' tho reports 
wl1cn they n.t·o suumittctl to tho Adminish'ntor nnd s 1nll be 1wnilnblc 
to the public. 

(o) Tho Council shnll include n broncl sur,·cy nm1 nnnlysis of 
regionnl nml nntionnl wntcr resource nvnilnbilil.y fo1· rnr.r"\' d<.wcl­
opmcnt in the hienninl nsse.ssmcnt rc_riuircd liy Sl:'ction 102(~) of the 
Wnccr Hcsourccs Planning Act (·12 U.S.C. lPG2n-1 { n)). 

42 tJSC 

Public~~ 
in Fede1 
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THE WHITE HOUSE 

WASHINGTON 

August 26, 1976 

MEMORANDUM FOR: 

FROM: 

SUBJECT: y TRIP OF CALIFORNIA 

I suggest that you consider visiting three types 
of energy activities while you are in California: 

1. Commercial Nuclear Power Plants. 

The table and map at Tab A show the location of 
some that are either in operation or under 
construction. It might be nice, if possible, 
to visit one site that has both an operating 
reactor and one that is under construction. I 
will check further on this possibility if you 
wish. 

I think the arrangements for such a visit should 
be made directly with the utilities involved. I 
have contacts in all four utilities if you 
wish to do this. An alternative would be to 
have the visit set up by the regional office 
of the Nuclear Regulatory Commission. 

2. ERDA National Laboratories. 

The options are: 

- The Lawrence-Livermore Laboratory at Berkeley, 
California, which is about 60-70 percent 
weapons and the rest in energy R&D and 
physical and biomedical research. 

- The Lawrence-Berkeley Laboratory has a common 
boundary with the Berkeley campus of the 
University of California. This lab has programs 
of interest ranging from high-energy physics 
(atom smashers) and other sophisticated life 
and physical sciences research to materials 
and energy R&D work. 



-2-

Ideally, you would spend a day at a minimum 
to get a good feel for one of these labs. 
Arrangements for a visit to these could be 
made through ERDA and can be done easily. 

3. Selected Energy R&D facilities. 

A list of possibilities is attached at Tab B. 
This list gives you a-selection which includes 
solar, conservation, geothermal, uranium enrichment, 
nuclear fission (breeder), and nuclear fusion work. 

Arrangements for a visit to these facilities can 
be made by ERDA. 

Please let me know which steps you would like to me 
take next on this. 

Attachments 





CALIFORWA 
Eureka 
San Clemente 
San Clemente 
S:m Cli~rnente 
Oiablo Canyon 
O.a~lo Canyon 
Cta·1 Station 

6\?h!! 
e;·;tt:e 

Humboldt B1y Powtr Plant: Uni• l 
~~ g~at~! ~udur Generating Station: Unit 1 

vf.~ •Wtlear Geni!fatingStation: Unit 2 
~~b~n~fre Nuclear Generating St•Uion~ Unit 3 

. o anyon Nuclear Power Plant· un·1 1 
O!ablo Ca:-:ron Nuc.1~ar Power Pl,nt: Un~t 2 
Rancho Sgco Nuc~eJr Generating~St~tio~ 

St0nd.asert f\:uc!ear Plant: Unit 1 
Sundesert Nuclear Plant: Unit 2 

NUCLEAR GENERATING UNIT CAPACIT 
kilowatts 

40,317.400 
940.000 

• Operable 
58 licensed by NRC to operate 

2 others authorized to operate (ERDA-owned) 

A. Being Built 
74 construction permits 
19 site work authorized 

o Planned 
61 reactors ordered 
24 reactors not ordered"' 

76,931,200 
20,490,000 

69,394,000 
28,900.~ 

236.972,600 

238 
•Since these units have not been ord.~red and site information is incorrQlrtr. 

there are no further references to them in this document. Ttiere ;ire "o 

symbo!s tor units pl;:inned but not sited. 
Because of space limit;:itions, symbols do not reflect precise locations. ~ --
rcv2rse side for site information. 

65.000 
430.000 

1.100.000 
1.100.000 
1,084,000 
1,106.0CO 

913.000 
1.200.000 
1.200.000 

950,000 
950.0CO 





PROJEa LOCATIOH 
·- or -:-:----- ··· - -
· PROGAA-1 AREA. 

SOU\R -
So1ar JPL·Pasadena 

& 

PhotoVJ1 ta1 c 

Solar 

Solar 
Assist?d 
Gas Erergy 
(SAGE') 

UCLA, Los Ange1os 

El Toro, CA 

AMOUNT OF TIME~ TO ··- BRIEF DESCRIPTION ANO/OR REHJ\RKS .. '.. · .... -'.: . ;, .. :.:· 7·· .. : -~·7. 
OESCRIDE, IJD-tONSTAATE. (UnleS$ _ othenli~ _tlo.te4. thtr(t is direct ERD.(~:.:_:i~~- .. ·- -· 

:T::ur . : .... :: .. .. z::::: !s:~:::i'!f~::tp::::~~;~;~f;!~~Jj~ 
76~ efficiency turbo generator; not funded, proposal 
in to OSE. 

Ji hour 

Ji to 1 hour 

Various demonstrations of solar cell power for 
various app11cit1oni ... 

Glass honeycomb collector development hf gh efficiency/ 
performance ·;i ... 
Solar assisted hot water for 32 apartments in larger ·· J.· .. , A 
complex. Excellent d1 splays and . diagrams. Equipment .. , .. -! ~ 
acces$1 b1 e and ¢1 eal"l.Y mar-Qd :~., · · ~: ::t 

M1nimtJ> 
Energy 
Owe1 111g 
{MED) 

Mission Viejo, CA ~ to 1 hour Twin energy conserving houses. So1ar assisted heating 
cooling and hot ~ate~. Insulation, waathar stripping, 
double doors, spacial windows, speeiol vent1nu, prototl9B 
appliances ara ell ·visibla. S~acial equ1pw~nt abouncls. 
Displays and broehtiras should b.e on hand in 1at8 
Septernbar. 

.. . 

COl-SERVATIOff 

1 hour 

l( I \ 



GEOTHERMAL 
. . . ': " .. ~- . ', , ....... ' ... 

~y$ers Gc1sarvn1e. CA .. · · · 2 hou·rs.: ·: .. . · -.. · . .- ..... ··. · 
Gaotherma 1 (Ji hour by Choppei- ·· -···.::·"'-- ··: : - -.- r...:l: 
Plant from San Francisco) · ._. .. ·: <:.:'. ,., ·:. 
Ge<>thennal Nilands. CA 1 hour 
Test Facility (out in desert 
(SDG&E) ~ hour by chopper 

from LA or San Diego) 

NUCLEAR 

Liquid Meta1 Santa Susanna. CA 2 hours 
Engineering 
Center (LMEC) 

Fuel Canoga Park, CA 1 hour 
Fabrication 
Facility· 

FUSION 

Ooublett III General Atomic 
LaJolla, CA 

1 hour 

Baseball II LLL 1 hour 
(~ hour by chopper 
from San Francisco) 

.. ... 
~. ,. 

• • 

,..., •• • I • ~·~~-~·-:--•• 

Opar~tfng pl ant supplyfnu e1'1ctr1cfty to grid .of..·-· 
500 MU• Operated by PG&E, Union Oil Co. ind TMNial _ 
pJ¥.r~• -· -· ...... . - .. ,.. • . ,. .. . - .. ..,. . 
~·. · - · "# • i.: • • • • • ; ·~.l~ 

.. ~:-;r'i 

Test loop pumps brine through flashers, separators. 
scrubbers. heat exchangers and refnjection pumps. 
Cooling system and heat exchangers also visible. 
Color coded piping and tanks aids explanation. 

Major non-reactor test facilities for EROA~s LMFBR 
Progr&m including sodium pump test fac111ty and 
sodium components test 1nsta11at1cn. . . ~- · 

·.·,.~-. .• . 
Facil it1es for fabricating ERDA test m~tor {~f~ 
Currently working on fu31 fer experimental B~cbr 
Roactor II and Advanced Test Renctor. 

. .'. -· ... · .. 
Facility under construction-Major test facf1ity in 
ERDA 1 s magnetic fusion program. Expected operationa1 
date mid-1978. 

Operating fac111 ty dcuronstrating fusi.on proces~. .. 
~ . 

'· 

1 
., ..... n~···-w-·:1-~· .. ~-,'.:'.;. .-~=~ i-. I .. ~~ r· -.,., ....... . 
·' ~ •• • t ~ • .# • • ~ • • ~ I•. _. ~ ,,.. , 

. .... ·' • • • • I • I • •. J • • • .. .,_ I ,. ..... . ' ' ,,, .,,.. . . ' . , 
~\·• ~ • . ;:• · , •• , \• •. t• '-' .. , I 

• • •• • • • ,• .•• · .. '.. t: • • • • 

· 1 ....... , .. -r·-~ ... -....... -·-. · ·-· 1 ·· ·-·. , ..... -=- --·l ~~ -~~~ 
. ·-·· .,;,~, • \ .rt' - -• .. ....... t·· 
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THE WHITE HOUSE 

WASHINGTON 

August 26, 1976 

NOTE TO: 

FROM: 

This is something that developed late 
yeste~day and may be worth allerting 
the senior staff about. 

Unless you think otherwise, Bob Fri 
intends to DEX this memo out to Brent 
Scowcroft at Vail and have him inform 
the President about it. 

Action occurs this morning in Senate 
Foreign Relations and this afternoon 
in the Joint Committee on Atomic Energy. 



MEMORANDUM TO: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

August 26, 1976 

INFORMATION 

The President 

Bob Fri 

Congressional Action on Non Proliferation 
Act 

The Congress is rapidly moving ahead on an unacceptable 
bill to control nuclear proliferation. The liklihood of 
passage is very high in the Senate, and is quite possible in 
the House. The Joint Committee on Atomic Energy (JCAE) is 
likely to report the bill at a 1:30 meeting today, August 26. 

Background 

In late July, Chairman Pastore of the JCAE decided to 
kill an unacceptable Senate Government Operations bill on 
nuclear export reorganization by drafting a substitute JCAE 
bill, entitled "Nuclear Weapons Nonproliferation Act of 1976." 
He offered to work with the Administration on this substitute. 
We expressed our willingness to do so, with reservations that 
we complete the nuclear policy review that I am conducting 
before committing to major policy decisions. 

Until now, we have provided drafting assistance and 
comments on several drafts of the JCAE bill. We decided not 
to negotiate actively on policy questions. 

Current Situation 

In the last two days, an unacceptable JCAE bill was 
drafted, largely in negotiations among Senators Pastore, 
Symington, Javits, Percy and others. The bill has been 
introduced in the Senate by Senators Pastore and Baker with 
cosponsors. Representatives Price and Anderson introduced 
it, by request, in the House. 
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In our view, the bill would severely disrupt, if not 
stop our nuclear export program by imposing unreasonable 
requirements on exports. For example, the bill would preclude 
U.S. cooperation with Canada, the Euratom nations, and the 
International Atomic Energy Agency. 

We are sending the JCAE a letter over Bob Seamans' 
signature expressing our opposition to the bill. 

Secretary Kissinger is considering a call to Chairman 
Pastore on this subject. 

Supporters of the bill can make appealing arguments 
that, in my judgment, will probably lead to its passage in 
the Senate. House passage is less assured, but likely. 
Tab A describes the bill and arguments for and against it. 

We have been told that requests for delay of the bill 
until our policy review is complete would be considered 
dilatory, that no fundamental changes are acceptable, and 
that perfecting amendments might be considered. 

I do not believe we should be a party to a bill of such 
importance that has been developed in this unusual way without 
open debate. Accordingly, I intend to express our dissatisfac­
tion with this situation, and I recommend we endeavor to stop 
the bill and consider a veto, if necessary. 

In the meantime, I will conclude the policy review and 
attempt to recover the time already lost in dealing with 
these developments in Congress. 



TAB A 

JCAE BILL SUMMARY 

The most objectionable provisions of the JCAE bill are: 

1. Immediate imposition of six mandatory export 
licensing criteria. The President could, by 
Executive Order, change four of the criteria 
for a specific export license. 

2. Imposition in 18 months of stiffer criteria. The 
President could delay imposition of all or some of 
these criteria for one year, and could impose any 
number of subsequent one year delays. 

In our judgment: 

1. The bill would disrupt the export program severely 
during the first 18 months. It is possible exports 
would stop entirely. Even if broad interpretation 
were given to the criteria, agreements with 12 
countries would be affected. Under the most optimistic 
circumstances, our agreements with Canada, IAEA, and 
Euratom would be seriously hurt. 

2. The more stringent criteria, if ever applied, would 
be seriously hurt. 

3. Even if the bill could be administered to permit 
exports, our credibility would be severely eroded 
and our customers would go to other suppliers. 

However, proponents of the bill could be expected to make the 
following arguments that .could lead to passage: 

1. It is time for the Congress to come down hard on 
proliferation. The Administration has not. 

2. The bill clearly expresses the intent of Congress 
as to the conditions of export. 

3. Since the U.S. is still the world's major nuclear 
supplier, it had better come down hard on proliferation 
now; we may have no other chance. 
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4. The bill gives the President flexibility to deviate 
from Congressional criteria, but requires him to do 
so publicly and with oversight. 

5. The alternative to passage is to allow the Administration 
to permit proliferation in the interests of profits 
for U.S. corporations like GE, Westinghouse and 
Bechtel. 




