DEPARTMENT OF THE TREASURY
WASHINGTON, D.C.

SECRETARY OF THE TREASURY

December 1, 2011

The Honorable Carl Levin
Chairman

Committee on Armed Services
Unites States Senate
Washington, D.C. 20510

Dear Chairman Levin:

I am writing to address amendment 1414 to S. 1867, the National Defense Authorization Act for
Fiscal Year 2012, regarding the imposition of sanctions on foreign financial institutions that
conduct business with the Central Bank of Iran (CBI).

The Obama Administration’s determination to prevent Iran from acquiring nuclear weapons is
unwavering. We are resolved to build and sustain as much pressure as necessary to bring Iran to
meet its international obligations and address the international community’s grave concerns with
its nuclear program. Iknow that you and your colleagues in the Senate share this commitment.

We understand that this amendment was offered in this spirit. However, I am writing to express
the Administration’s strong opposition to this amendment because, in its current form, it
threatens to undermine the effective, carefully phased, and sustainable approach we have
undertaken to build strong international pressure against Iran. In addition, the amendment would
potentially yield a net economic benefit to the Iranian regime.

We have steadily increased the pressure on Iran by tightening sanctions, closing loopholes, and
encouraging other countries to do the same. Congress has been absolutely critical in providing
some of the tools that we have used to accomplish that goal, and we are seeing genuine results.
The collaborative approach the U.S. has taken with our international partners has led many to
impose sanctions on Iran that were not even contemplated three years ago, including on Iran’s
energy sector.

Iran’s greatest economic resource is its oil exports. Sales of crude oil line the regime’s pockets,
sustain its human rights abuses, and feed its nuclear ambitions like no other sector of the Iranian
economy. We are committed to doing as much as possible to reduce Iran’s oil revenue while
concurrently working to stabilize global oil markets. Today, the United States does not permit
the import of Iranian crude. Other countries have already begun to reduce their consumption of
Iranian crude and the Administration is working hard to discourage anyone from taking
advantage of the responsible policies of these countries. Our closest allies are seriously
considering curtailing their own crude purchases altogether in the near future and we are doing
everything possible to encourage them to make the right decision.



However, as currently conceived, this amendment threatens severe sanctions against any
commercial bank or central bank if they engage in certain transactions with the CBI. This could
negatively affect many of our closest allies and largest trading partners. Rather than motivating
these countries to join us in increasing pressure on Iran, they are more likely to resent our actions
and resist following our lead — a consequence that would serve the Iranians more than it harms
them. Further, there is a substantial likelihood that this amendment, particularly if passed into
law at this time and in its current form, could have the opposite effect from what is intended and
increase the Iranian regime’s revenue, literally fueling their suspect nuclear ambitions. The
Administration is prepared at your convenience to share the details of our analysis on this point,
in a classified briefing.

The Obama Administration strongly supports increasing the pressure on Iran significantly,
including through properly designed and well-targeted sanctions against the CBI. The
Administration has several legislative proposals to both enhance and expand the Comprehensive
Iran Sanctions, Accountability, and Divestment Act (CISADA) and to strike at the CBI that we
would like to discuss with you and your colleagues. We intend to work with our partners to
achieve the objectives of this amendment, but in a fashion that we believe will have a greater and
more sustainable impact on Iran. We ask that you continue to work with us on ways to improve
this amendment and to consider other, more immediate and more effective steps that we can take
to accomplish our shared goals while we work with our partners to bring about the effects this
amendment is intended to achieve.

Sincerely,

—

="

Timothy F. Geithner



