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I attach as agreed witb you and Kr S\:rl;.1.11 the l~test draft ot t.hc 

. CQ paper. 

I ~poke to Hr J3}' at t.he Cabinc:t Office on I-'riday afternoon. He 

con$iders that EQ(S) is the appropriate forum and he will discuss 

\o(ith the Chairman. Mr Williarnson putting our paper on the Agenda 

for an roeS) meeting either on Thursday afternoon 6 February Or 

late Friday ~rning 7 February. (This has 1I0W been set for 3 p:!l on 
6 February.) 

The tipctable betYeen now and then is .as follo,,;s: 

i) Any further though~s f rOJn you or Hr S1F.all t.O me by 

10 am Tu~sd3Y 28 January. 

ii) sho\o: ora ft papel- to Cabinet. Of f ice. HMT, rCO and DTl on 

Tuesday 28 January. 

i ii) An inforhial J't.eeting wit.hNI rcprcsent3t.ives under UK·RrJ' 

auspices in Brussels and also involving .British and Irish 

CQbin~t Jne:--.J:rers and the Irish ~cprese:1tation. m~R£P is 

s ;:>eking to drr3nge this for Thursday 30 .January. 

iv) Fur ther re\'i s e of the EQ(S} papcl- in t.he light of .any 

CC-l:lffie~ts f~o:r, those to .... 'j)or:; this minut.e is copied, other 

fi'!iitehall DeDartments. Zlnd the outCQJ1Ie of the Bruss.els 

!Jeeting. (Fr iday 31 .Jar.aury.) 

v} F.inalis~t.jon of the E'O{S) papc~ .:lnd distribt;tion by 

Cabinet Office on Monday 3 February. 
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~ further points on the draft paper. First you will see that 

I . have slightly revised the formu lation of the conclusions so 

that they do not present EQtS) with any proposition which 60mB 
ti.me 

Departments cannot accept but at the same/encourage D~part~ents 

to Eupport NIO 1 ine: I Secondly Mr acl J \"'i 11 n<)ticc reference to 

a non-existent Annex B whicll is a descript ion of Lhe latest position 

on negoti~tions to est.ablish the Inte rnQ.t.i oTl.J.l Fund. I '60uld ve ' 
t f 1 . f h l~ 1 ,h a 'Jt" h' .. ' \. \. b '11 . gra e U 1 C cOU u et f)1C;/ SO)l, tt: lng \"; . ljCH r.'c c ts t Il e 1. or 

other"'ise con t <:let r>lB ur g e nt 1 y about thl s_ 

E;Q(S) is chaired at Deputy Secretary level and DeparttJients are 

represented at Under Secret.u'"y leveL C~binet. Office see no 

difficulty in the IU sj'stC.1tl ficlmng 3 teaf!! of three people ""hich 

~e hove e.nvisaged as those n~..ost: involved nalI'..ely you, Hc S{Hall and I. 

However because of the linkage .... it.h Anolo/Irisb polltical matters. 

and t.he International Fund Mr Brennan or Mr Chester-ton may ... i~h 

to attend the EQ(S) ~eeting. ~li5 minute give s them advance ~arning 

but we do not need to decide on representation now. 1 understand 

the lir Mallaby (Cabinet Off.:in:) and Hr Elliott (Sir David U3 U n.:5.Y's 

Deputy) will be attending. 

\
- . 

.... ., ... 

N F. COh'Lrr-;G 
.' 

27 January 19B6 
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DRAf~ 

POSSIBL£: BC AID lN1TIATIV£ t'OR NOR1'HE~N IRELAND 

Bac)-~qround 

1 The ?ri)l;e Minist~r and the T.-\Oiseach sig!l€d thl! Anglo/Irish 

Agreement on 15 ~ove~er 1985 - s,c-e Cmnd. 9657. 1 t ",,"as s~bscquentl}' 

approved by large lnajcrlt.jes in b0t.h the Bl-it.ish and Irish Parllam-?nts 

and is now in fo~ce. Article lD(~) slates: 
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.... l'he two Governlttent.s shall cooperat.£ t.o promnte the eco!lornic 

and social develop~nt. of tho&e ar:e.:'lS of both parts of lrelan6 

'ot!hlcr. have suffered roost severely froa the consequences of 

the instabi 1 i ty of rec(~nt year 5 and shall consider the possi~ 

bility of securln9 internhticnal support for this work.-

President Delors i~sued a statem~nt on behalf of the Commi$sion 

on 15 NoveJt.b.er 19B5 'o<'arrdy wclco~ing the Intergovernn-:ental iH)r-eelUent 

- full text at Ann~x A. H. Delors st.a.t.eloent concluded: 

-In t.he past, the institut.ions of t.he coJrununity - the Corur.ission, 

t.heCounci 1 and the European P~rl iaJ<tent - hdve qiven concrete 

expression to t.h.eir concern about theproblerns of Northern 

Irelt:!.nd. The Co!tT.:ission·s c~'J.nlcation to the European 

Parliame::1t in Novelriber 1984, s'..ln::aarised the impact of 

prese...."1.t cOlunu~i t)' p01 icies and act ions.. I pled~e the 

cor;tinued \..-hoiehearted SUppol·t of t.he Con~ission to the 

econcoic and social develop~~nt of Northern Ireland and to 

e! fecti ve cross boroer cooperation. I thus s.upport. the 

obj~ctive$ unoerly1.ng the J;greeC}ent announced t.oday." 

3 The £~rop€an Parlia;Y2nt subs~uently deb~ted the Agrec~nt 

and expressed ~idesprEad support for it. ~ ~vtion (~pproved 

'15D for and 28 ag~ inst} stated inter .d 1 i.!1; 

~Tht: European Pilrliar;,ent _ •• , believes that the Agreell1ent 

,,;ill h.n>e all the g:reat.er chance of $uccess if i .t is unael--

pi nned by a pr ogramme of eronomiC c.e-vc lopment \./hich ~~uld reduce 

unehlplo}'ffier.t and poverty \o;'hich lSre bot.h a consequence of 

and a contributing factor to t.he violence; 
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therefore reaffinns its ca.ll to the co..'t:f) etent C"oJl'!I:"lunity 

bodies to assume a gro~ter responsibil i ty in the economic 

and social developIrtent of Northern lrel.:tnd and thereby 

give practical e~ression to th~ Parliament's resolution 

of M~rch 29, 1984; 

calls also upon Me!!lber 5t~te5 of the t::urope~n Corr..rounity 

to conside r \-.l\lys and n,-c.ans iJf- 5upportir;g the Br itJsh!lrish 

Agree;nent. ... 

4 Pr-esic){:mt Reagan al so spE'-<!.k inq on 1:> Novezr,bcr 1985 sta ted tbat: 

M) will be working closely with lhe Congress in a b1partisdfl 

effort to find tangible ways for the United States to len~ 

practIcal support tc. this irnport.<tnt. Agrcc{lI"(:nt·_ 

On 15 [}ecerner t.he US Cong ress p-~s!;eo .a concur-H::nt re 5.01 ut ion 

declar 1119 .. Its \,;il1 ingness t.O ",·od:. \.,Ii t h t.he Pr es i den t in suppor-t ing 

the An91o/I~ish Agreement L~rcuqh Appropriate United States 

assistance, including economic ana fir,anCial support • . to prOlnote 

t.he economic and soc.ial de'~'c-l opEV:nt of those areas of both part s 

of Ireland which have 5uffere.d ~~t. SE:vclcly fror., the conseguenc£s 

of the violence of recent yc.;:ns." Cons.iderable pr;ogress has ~en 

n..ade by Brit.ish, Iris~ and vs officials on the establ i~hment of 

an International Fund - sce !.".o!d: , Hi-ll andA .. !"'t!lex B. 

5 Even before the siqning 01 the Ang!o!Irjs~ Aqree~~ nt 

reported an intensifici>tior. 'Of :interest in t:JE Cor-.nission 

economic and social ini"tiativt.'"<; tOI ~~o rth <? l":: lreland ag..'linst 

the unpror.....ising bacb;round of c -:-c lin :i n9 f"(" c ~d ;..' ~. s from the Rcgi o n;d 

rund, the expiry of the Ul'ban f;t:':-;ewal Ki;gulot.ion, 10';:;'er t.han 

expe-cted socia.l fund receii-,t:s, ~n:3 Mr King's oecision to disengage 

froIl the .'ide-ra:19in9 Ee assisted (>c0nmd c stucy of Northern 

Ireland. 

6 There i.s eVident:ly .., strong political ¥: ill in Brussels t.o 

give new, conCI'ete expression to EC slIp?:Jrt for 1 reland and espec il'lll y 

Northern Ireland. However it i5 far !ro~ eas)' to reconcile s~ch 

an objective ..,ith Uti: btidget.3rl' and public expenditure pOlicies cr 
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with the different pez-sp-ect.lvc on such tB.atters in Brussels ,"\nd 

Dublin. 

7 Tactically ho .... ever the UK cannot afford to let the Irish 

or the COt!m:iss ion tlave a 11 the running. Northern I 'rt land Department.s 

have t .herefore urgcntl"y ' ex.:III11ined tilt;' pOssibilities for an initiative 

in ten1S of \.'h~t is Likely to be practical ,:md Cl1so politic311y 

accept.able to t-he Secretary of Statc. UJ-: REP h!?ld an informal 

tt'.eeting with the Briti s h J"e::-r.;b~rs of tlH.· Delors, Cockfleld and Clint.on 

Davis Cebin~t:s on 10 January (reported in 7cl No. 056 10 January). 

Furt.her simil~r contacts ale planrH;~-d but. 1 t .is apparent that the 

COn'.Jllission \oiill expect. pro?"~5als to come fr.om the UK and/or the Irish. 

Northe rn Il-el~nd Objectives 

8 Treprjp;:e political objective is to ensure that the tcnumunit.yt s 

desire t.o aeDGnstrate positive practical support for the Arlglo/lrish 

Agreement is expressed in a ",ay .. hlch buys real benefit to Northern 

Ir-el.and and so exemplifies one of the advantages of the Agreet;cent. 

It wo~ld be conpl~~tely co~nt.c-r-?r6duct.ive if thB Government's critics 

~l-e able to de%tlOnstrat.e that. the l'C ini t..i3tive brought. no t~ngible 

additional help t.o Nort.hern lr81<tnd - particularly in circum.stances 

wh ere t.he Republic of IIeland 93ined real net benefits. Cornparison~ 

w'Juld a 1 ~D inevi tabl}, be dra\k-7l - not.. only by the Europeans - \01 th 

" 

t..he arrangements for the ut-: Int.ernational f'und. 

9 In these circumstances Northern 
l!~ Mu ~~ .~ ./ J 

lreland's ai!t'.5 are; .pYi(r~ 

a} 

\i .. ilich 

to obt.ain additic.:....~31 l ' esources for the NI Block 

filay be applied in 1 inc \Jit.i10G-orl priorities and needs; 

b) to secure any ot.her forms of rea 1 econ0Cl1c benef 1 t 

fOl" the j >rovir.cE: 

cl to play our full part in 3ssistin9 the UK to derive 

J"n3xiT:';urn benefit [ro.-n membership or t.he COliJntlnity: 

d) to t~ ina po~i~ion to f~nd off Co~~ission initiativc~ 

~hich run counter to the above «ims. 
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CURRENT POSSIBILITIES 

UK Internat ion", 1 FlUId 

10 The Idt.est position On ne-gotlations to est~blish the 

Inter'nd tiona 1 Pund is 91 v-eo ilt. ];.nns); B. There have been some 

indications that t.he Irish f.:lvoLAr directing EEC assistance to l1nd 

through the JntClnationaJ Fur,,!. M.r Spring, the Deputy Prime 

Minister, spoke confjden~ly in Bru~sels on 15 January 1986 of an 

BC contribution to the lnterndLional Fund. US officials have also 

shown intcrest:in t:lulti-lateral funding although this cO:.Jld .be on a 

national rather Lhan EC basis. 

11 The International Fund offers one way of taking an EC contri

bution outside the nor~al b:.:dgetary arrangement.sa But therc are 

real dangers that EL 1nvolve~nt in the Fund arrangement.s would 

delay the good progress currently being made In the tripa.rtit-e 

negotiatIons. Also we doubt that • geDer~l contribution by the 

IX: would rr.eet the presentational I"€'qu i l-cmcnt. in Brusseln_ 

not t.herefore 'Wish to b3c);. t.bis propos.al. 

All lreland ln~eqrclted Operatior.s 

h'e do 

12 Th~ Irish ~3.i· also be ~hinkin~ in ten!".:; of r.c aid lin'ed to All 

Ireland Integrated Operation5. There arc 1 i\;;ely t.o be ,.-.ajar pracUc31 

difficulties l.1n};.~d to pl'l!H1i:H] .i1~d upt3k~ bGt ""€ see ov-en.hehdng 

polit.ical objection in t.he cure-nt state of cor.u:r. .. mit.y feelln9s in 

Northern Ireland to an 'Hl',.t-itiol.l~ high profile integrated o~ra.t.:iofl 

for the ..,.,tlole of lrelcmd aiced a,.,d abetted hy L"c. tic believe the 

CotMlission woulo see s.imilar p 'JlitlC31 cbjec~jon at present. 

rurthenr.ore an lr.t.esratec Op~r~t. ior.s Prograr..:t_)2 for the .. thole of 

Ireland .... ould he unlH~cly t .O provide any net bcllcfit to ~1. but 

merel}' a!fect the ~ay e);isling E.C receipt.s. are distributed. 

Extension of Existing Structural Funds 

13 The currcnt holding posl.tiorl of the C'O~:d!;SlOn is t.o stress 

the ma>d n.ull'. use of eX-IS ti ng structura 1 funds. 

unlikely to be ~blc to stick to this ~Isition ~iven th~ level of 

political connit.ment and pal'ticu)brly as the Int.E>:l-naticna} Fund 

continues to ma l:-e\oi'c 11 pub] i c j sed h£>dd...,~}· • It does nDt mat.ch the 

United l(in9do~'s polit ical obj£!cUvCS or t.tH:~ Northeln Ireland 

requirements. Exlcn~ion of the eKist.ing stTuclllral funds.; - eg 
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by bringing in hit..herto ineligible cxpendlt.ur~ t.o enablt: Northern 

Ireland to earn increased receipts - would rili.se repercussivE! 

problems throoghcut U)e Co~unity and se~ ~n unC3SY precedent. 

Even if these objections were ovcrco~e in Brussels greater use of 

the structura~ funds Wo~ld not bring any net benef i ts t.o tU unless 

there is a waiver on addjt:ionality. 

Urban Renewal Regulation 

14 The history of URR is t'>\..Jmraari5~ at Appendix C. The concept 

it e~dicd - funds additional to the UK reflected in funds passed 

on to Northel-n Ireland for addit.ion31 expenditure fully in line 

with NI priorities - rne-et.s the principle of our requirements. In 

practice however IT!tmy of Lhe condItions l;:tid do .... n in th3t Regulation 

would make it difficult if not i~pos&iblc to operate for a further 

period eg insufficient: qualifying projects .. lnd difficulties with the 

addlt.ionality test. In 3ddit.ion we doubt if preseotationally it 

"''QuId Jn3tch the current requin~!r,ent:s 'With the emphasis on those 

areas of both parts of Ireland .. hich h('\ve suffered Tl~st severely 

fron-. the consequences of inst.ability of recent years. There may 

be a preference in Brussels to let the unprecedentedURR expire 

rather than prolong it. 

A aSocial Reconstruction- PacKaq~ 

15 7r:e final option is the one ... ·hich \ore are now explor ing JIIcre 

fully" The COn"'Jr;ission \.lOulc be invited to support. a five to seven 

y e ar progr-arn;ne of soci.a~ reconstruction/reconciliation in Northen, 

lr e land and the Republic, t~5ed on the 75:25 split agreed fo~ the 

l~JDe rican money_ No authorit.at:ive fi<jllres ilre availtlble on t.he an>.0unt. 

of Jrtoney ~fi ich Jr:lght he avuil.lble. The PI-O;-:-3.r{~ \oot"ould be built 

roun d tL~ t.ri?le t.hemes of a:>sisting the regeneration of areas of 

f;.lult.i-deprivatiofi {ena.bling local {."t-~'Utmities to contribute to 

this process}; encouraging activities and the provision of facilities 

\c1hjch help to bring th~ t..'O CDWnLlnities in NI togeUter;and pl-olroting 

greater understanding bet~een the people in the two parts of the 

is).:Hld. (The emphasis would in practice be on the first · two 

el e}f~nts' • It would t .herefore be presented as pal-alleling the 

.Int:ernat.ional Fund which might concent.rate ,,"Ore r but not ~)(C1U51vel~'1 

on the econo~ic issue~. 
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16 Detailed M'Ork i~ Cl)o.-c r:~ly unaer "ay in identityio9 the sort 

of ~xpcnditi..lre in Northern lrela!)~ which could be covered, inclucing 

the Eo~~?/T}~n~~~ health c;:tJ:e in t.he c01fun~nitl'# 
certain schoGl building, further educati.on, sport and the arts. 

High pr ior i ty .... ouId, of course, be given to expendi t\lre ~hich 

is already inc 1 udcd in publ ic e};pendi ture plans in order to 

se resourc!?s for OUter purpose s. 

. 011 H-t. ~1?h-f.71Il 1f,eJ,.. ~~ ~ ~ ~ 7r; SI 0 ~ ~ 
1'.dditionali5£h:~Vb. ikrr::t-~ ~ t / ~ 
17 "T" 'di i ~t f -u! ~ .ttd A 'S ~- .,c~ ~-~ . .ne ca .t ana 1 y o · ony EC ~1 is (S cc,;tr~J. l~$Ue """"Tfi ¥Cn --, 

Ministers h'il1 need to cGl"Isidcr in the overall OK policy context. 

From the Nor-thcrr. Ireland standl'Oint tr·lere a.re 3 main considerat :icms 

v.hich will need to be taken into ~cco\int.. Iy tl.t...~l~ .. ~ 
~~- ~- / .. . _ Zl _ 
4/V(a.r~~ ~ 

a Nl Polit.ical and Public Opinion ~~~ 
Et finance has a remarkably high profi]e in ~orthern Ireland 

and the intricacies of tbe budgetary 'Hr.:lnse.~nts between the 

U~ and the cO:J;munity are f~irly ,,",en unoerstood by leading 

politici;:~ns and eConoYc,j.c CO!;Jl~nt.ator.5 in the J>rovirlce. 

Govern~ent is constantly fendinq off crit.icisJ1, th3t EC ~id 

earrnarkea for ;~~~~~~~~~;!.~r;o~)~· .ect.!!!i under the structural 
funds does not Q ~ncrE-.:is.e the level of 

public expenditure in th~ PrOVlnce. The public p~~Fe 
consequences of any special pad:.age of aid in response to the 

P~glo Irish .I\gTe-cr"n€:nt. will be vel~y cal.-efully scrutinised 

The Northern Ireland p~blic expeneiturc block is very tightly 

const eLl. i ned a t pr ~scn t and only th~se e>:pf:'!1di t ~res ha'l.'lng )USfh 

priority ca'n be accOl4 ..... .o-:3at.ed ..,ithin the b-2!s{:line~ If projects. 

i3re to ~ be carri.ed out .. lth BC ~jd but are not already 'Within 

PE plans, addit.ionallty ".:ill be ess£:>nti.:d if ex~stin<J prioriti(!~ 

are not to be dist.ort.ed. h'ithout t'l.dditionality there .... ·ould!>e 

nO basis for ~e~ningful u<!gotioti<m 1,.'ith the CO!l~ission cl.lld 

the emphasis would have to s ..... it.ch to t;)ctics for dis(?ng"''::Jel:~i'lt. 

C{lUP t nF.11TI}\.L 
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c Corr-.rnission RequlrerLents 

"hC1C seems little doubt th.\t if the CO:lurission .1re prep,:tred 

to deV€. lop a ,reg41~~tipy?-.,..~l,Qn2 ~e lines L~~i,$a9J!d...it .... ill 
, e:7( (e~(.{1 ~ rL~ ~ \A. \C S . ,.,~~ (';1 L,.C::l. Ca-----"s..! t~ 
~nclude ~dait:ionalitytob~-:we~ It ~}~ot nE' sufficient 
~ e-C ~ ts. ~ ~,,~...1l "of . Sr: -~--- _ 7 H'AA-Nl' 
in t.his context to cjt(~ the nonr.al line ic public expenditure 

in the UK as ~ 'whole 1s higher ttlan it would otherwise have 

bi;!eTl without EC rccclPtf solt%~'3 ff'.t:teh J; ·,.>re t2.-cHtS1:a{rllt 
• ,~ ~ -1 ~ ) . ~ lL 'd" 1 ' t '1..:1 d W--±-:r: De IkceSsafy_ ...:p.le} e ~s an dO l.t.l9na 1. -. is-- lnc tlue 

'1.11-"--,..- 1/IIt~ . 
in tbe L;rb.1n ReTle~al .R~.tti OJ:UUSSle'n ;::ve ei:~j __ ~:.se-t6 

~rel T~ lat~ic~I~~ ~:. :.:-:lit7 :cl:'~ ~ r~J sR~~hlt .'e~t>~ ~ ~~~t~~t~ tL1!',ri ~tlat t;her 

do r,g' 'j :t ' their requir6ments fOl- dddition;)lity 'o>lere not. 

sufficier.tly taut. Wc C:~n expect thcTc(orc that they ""ill 

l~arn fro:r.. t.heir experjence and a ti9ht_er requiceroAent. would 

be included in any ne~ requlation. 

(~. tli /"{,tl f~ 
18 Against this t8c)~ground it seem!. axioIll.3~ic that any aid 

made available to Nor:-ther:-n lrcland under a ne'" regulation !Rust be 

additional. 
~~---------------

W-hat this \41o:l1d "., all wuuld be tp,M Over an agt"ccd 

VI$(\A$.S 

. \ 

per iod -er iedF6 the Northern Ireland PE block 'Would b-e increa.sed by 

an equivalent aJll~unt t.o t.he EC gr~nt. The ril~in difference bl?tween 

this arrange:nent ':Hld that \:hich. appl ied to the Urban Rene\o.'al 

Fegulation ,",,"Ould be thZlt t.r:e ent.irety of thEe> grant ,,",ouid be additional 

...,hereas in the la.tter case only e-.e net benefit in the Of, ... as 

additional. Particularly in t~le ClrC':..1~'!5tance5 no\o' pertaining as 

Ci result of t.he Fo:,tainebJe.::.u A~rccrnent 6aaitiGn~lity vhich t.o:\!S 

limltcc to the ext2'r:t. t.o ... t)icli t:he DJ( ~nef1ttcJ .... ould ~..co"plot:t.lj" 

iIT5'.lf:icieI~ l/;t~ ~d. ~~ I 

19 'I'his r~L15es the que stion of the extent. to -..hich ne90tiatlo:-l~ 

is created to ena~le re~eipts under this re~ulation to be excluded 

from the Fonlaineblea~ calculations. Given the fact that wider 

budgetary issues ",'ill alRlf.)st cert.ainly COlt.-e into pl..'1), it ,dl1 be 

~Dst i~portdnt thdt thos~ negotiatiny this regulation in Brus8cl~ 

h.:lve a cl e.1r remit on this aspect of the funding ,nrtingemenls. 
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L Conclusion 

20 £Q(S} - ls invited t .O: 

i) not:.~ thE! presecnt position on the p0s5ibility of EC 

aid for Nl and t.he Re- publ i.e of 1 rel;)nd In t.he con.text of the 

Anglo Irish AgTec~ent; 

11) note the ~JO pre f e rence for de ve loping Cl Ysocial 

reCoD5tructioo- r~sulationl 

iii 1 not.e that in th €dIlO ' 5 Yiew t-hB abs.ence of ~ddi tion~lity 

would require the UK sjde LO ~eek to disengage, with all 

the political ~md preseIltational difficulty that .. wuld entail; 

iv} agree that. ~ini51:erS s.houlu be invited t.o addreSS t.he 

issue of add i t. jon~l i ty .3.5 soon as possible, le3ding t.o cle3r 

instructions for 1J~~ lIt: side In negot. iat.ions wi t .h t.he Contnir, E.ion 

and t.he Irish; 

vl agcee accordingly t~at In the lisht of the EO(S) 

discussion the Secret.nr (If stale fo:r Nl should write to 

the Chief Secretary ~hd EtA) 

• • _ ... . .......................... _ ............................................................... ~ .......... _ ••••• • • • •• • • • , • • •• _ • • •• :" ••••• : ': .. . ......... . ..... . ....... . .... . ....................... .. .... . .... . ... . .. oo 
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