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The Foreign and Commonwealth Secretary has c1rcu1ate a memora

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

Ref: A03915

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

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

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

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

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

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

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

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

suggest that the Prime Minister should propose accordingly.
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