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INTERNATIONAL AFFAIRS

® Confidential agreements were concluded between Iran and the signatory
countries on the nuclear deal that allows Iran to resume its uranium enrichment
as quickly and efficiently as possible to compensate for the years of the program’s
suspension. Based on that, the report found that there is a US policy designed to
maintain the Iranian role in the Middle East and to make it the regional hegemon
after several years, with Iran supposedly reciprocating for these good intentions
through loyalty to the West as well as via implementing their policies in the region.

The report concluded that Rouhani is progressing gradually toward a comprehensive
partnership with Russia, militarily and economically, with Khameneiss approval.

® Russia will try to attain membership for Iran in a variety of international
organizations. Although Moscow failed to include Iran in the Shanghai Cooperation
Organization in July, Russia will strengthen Iranss role in the Organization of
Caspian Sea States during the next months.

® There is an Iranian policy of dual containment toward both India and Pakistan,
through the distribution of economic advantages to both countries. This is evident
through the contracts signed by Iran and India this month to exploit Chabahar
Iranian port on the Arab Sea and to establish a free trade zone at the port.

IRAN CASE FILE JULY 2016 I

J www.arabiangcis.org



countries to the extent of officially absorbing them, resulting in grave concern for
the security and future of the region, especially after Iragi Prime Minister Haider
Al-Abadi issued a decree incorporating the Iranian-backed ‘Popular Mobilization
Forces’ militia within the Iragi army which means Iraq is officially subsumed,
with its forces modelled on Iran’s ‘Islamic Revolutionary Guards, with Iragq now
increasingly part of the Iranian regime’s alleged regional “empire”.

® Iranians have expressed concern over the possibility of Russia dissociating
itself from Tehran concerning the Syrian issue, with this concern reflected in
Iranian moves to hold Russian-lranian meetings in Azerbaijan.

® Aboul Gheit>s statements had a negative impact on Arab nations’ unresolved
issues with Iran, with Gheit becoming part of the problem instead of the solution
since, as the Secretary-General of the Arab League, he does not represent
one country, but all Member States. The League should have launched political
initiatives to calm the situation between Iran and the Gulf States.
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IN ARAB AFFAIRS

@ The participation of Saudi Arabia’s Prince Turki al-Faisal in the lranian opposition
conference in Paris was strongly criticized by Iran, with reservations expressed
by some observers of Iranian affairs. This participation apparently enraged the
Iranians and demonstrated that Saudi Arabia also has geopolitical cards that could
be played in regional conflicts with Iran, which has raised concerns in Tehran
about Saudi audacity and the Saudi rulers’ readiness to take any possible action
to oppose the Iranian role in the region.

@ Iran played a strong role in hindering the Yemeni negotiations in Kuwait in
contrast to the Saudis’ active role in supporting the talks to ensure their success,
with Iran’s hindrance obvious through the extension of the negotiations for another
week after the end of the time limit. This indicates that the only choice left to end
this war is ground battles costing money and lives in cities where the Houthis
and Saleh believe in their ability to win. Iran and its allies in Yemen are aware of
the moral burdens because of their war with the coalition forces, especially in
regard to the number of casualties which has been condemned by international
organizations, who briefly blacklisted the Arab coalition as an offender against
children’s rights, but later withdrew this allegation. In fact, the impact of the moral
burden has remained, which once again hinders the intervention of coalition forces.

@ lran has achieved gains from signing the nuclear deal and improved its relations
with the United States. This is evident in Iran’s new role as a major player in
the region and in the expansion of its sphere of influence toward the targeted
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@ Iran’s economic woes continued in July, including a funding and liquidity crisis,
which led to the closure of many factories. Although Iran has received 30 billion
USD from previously frozen funds in the United States, most of these funds will be
used either in settlement of Iranian debts to India or for new military expenditure
rather than being invested in local projects and development, or even in repaying
local banks for state debts.

@ Iran’s economic woes continued in July, including a funding and liquidity crisis,
which led to the closure of many factories, with increasing government debt to
local banks, although Iran received about $ 30 billion of its frozen funds from
the United States and partial settlement of the debt owed to Iran to India. These
monies are not being invested in local projects and development, or even in
repaying local banks for state debts, however, but are instead used to fund the
regime’s overseas military adventures. And will be sufficed in long-term purchase
agreements achieving significant gains behind it due to Iran to sell oil below prices
at markets.

® The deterioration of economic and security situation was reflected in the social
situation in Iran that led to the increasing of unemployment, high levels of drug
addiction, and high divorce rates, as well as rising suicide rates documented by
the report. In addition to the practices of collective violence by the regime against
minorities, especially Sunni Arabs, Kurds, and Baluchis.
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IN DOMESTIC AFFAIRS

@ Iran has witnessed declining levels of public trust in the regime due to
financial scandals involving senior regime figures and a political dispute
between the presidential office and Khamenei. This rivalry has led to
Rouhani’s popularity falling sharply among the Iranian people, which has
been demonstrated by public protests during his recent visits to some
Iranian cities, in addition to divisions within his parliamentary bloc, with
some members even calling to renounce him in the upcoming presidential
elections.

® Iran’s armed forces, particularly the navy and Air Defence Force, have
continued to upgrade their military capabilities, reflecting an increased
expectation of both offensive and defensive confrontations. The most
prominent upgrade in July was the Air Defence Force’s adoption of Russia’s
S300- air-defense missiles systems, and the completion of the manufacture
of new warships for the Iranian navy.

® There was an increase in attacks by domestic armed opposition groups
on oil and industrial facilities in Iran in July. The ‘Hawks of Ahwaz’ group
launched the most prominent attacks at the Bu Ali Sina Petrochemical
complex in Mahshahr port, while nine other fires were deliberately started
in Ahwaz, Kurdistan, and even extending to the depth of Persian areas like
Isfahan.

® Public strikes took place in several Kurdish cities in Iran; also demonstrations
in Al-Ahwaz as the demonstrators and strikers not showing any fear of Iran’s
oppressive and brutal security clampdown.

IRAN CASE FILE JULY 2016 I

J www.arabiangcis.org



SUMMARY AND CONCLUSION
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This is the first monthly report issued By Arabian Gulf Center For Iranian Studies covering
the month of July 2016. The report focuses on the most prominent events and developments
concerning lran during that period in three areas - local, regional and international affairs.

The report sheds light on a range of issues, from the institution of the lranian presidency
to military and security affairs, as well as speeches by leaders of the country’s religious
establishment, and domestic social and economic matters.

Amongst the Arab issues covered in this report are Iranss relations with the Kingdom of
Saudi Arabia, Bahrain, Iraqg, and Syria, the position of Iran on the Arab League, and the
regime’s international relations. The report also reviews lran’s ever-shifting relations with
Turkey, Israel, the United States, the Russian Federation, India and Pakistan.

The monthly report on Iran highlights the need to provide essential knowledge to deal with
the fast-changing, rapid-paced developments in the Iranian arena, domestically as well as
regionally and internationally, with security-related tensions escalating while Iranian media
reflect a pessimistic outlook on social and economic issues.

Iranis currently seeking to escalate its regional expansionism through its support for affiliated
militias and political groups, as well as looking for ways to end its international isolation by
building new alliances.

Adopting a methodological approach, the report begins with the events of July 2016, concisely
analyzing them and monitoring their repercussions to offer an overall view of the indicators
of Iranian movement on the domestic, regional and international stage, concluding with a
summary of the most prominent findings for this period from the experts and researchers
at the Arabian Gulf Centre for Iranian Studies.

In conclusion, we would like to emphasize that, given the short time-frame which the report
covers, it cannot provide an accurate reading of Iran’s possible future path. For a deeper
analysis of potential future developments and possible scenarios, the Arabian Gulf Centre
for Iranian Studies plans to issue a semi-annual report offering a broader perspective.
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also affected the nature of Turkish-Israeli and Turkish-Russian understandings on
regional issues, specifically the Syrian file and Turkey’s stance towards the regime
of Bashar Assad.

4. In regards to Iranian - Indian — Pakistani relations, the Iranian-Indian rapprochement
is noticeable after lifting the international sanctions on Iran, with both nations
seeking to increase cooperation on the commercial, military and logistics levels.
More importantly, the two are working together on the construction of Chabahar
port, considered part of India’s ambitious plans to acquire naval bases in the Strait
of Hormuz. At the same time, an agreement has been signed to establish a free trade
zone between India, Iran, and Russia. In fact, Iran is seeking to develop relations
with India to use this as leverage against the Pakistani- Saudi alliance. Pakistan is
always willing to cooperate with Iran, especially on the security level, and to create
an impossible balance of relations with both Iran and Saudi Arabia through utilizing
the abundant oil resources in Iran, especially the joint gas pipelines, and maintaining
strong strategic relations with Saudi Arabia.
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THIRD: INTERNATIONAL AFFAIR

INTERNATIONALLY, FOUR MAIN ISSUES HAVE COME TO THE FORE CONCERNING
IRANIAN RELATIONS WITH GLOBAL POWERS.

1. In US-Iranian relations, the most prominent issue during July was the leaking
of confidential documents about the nuclear deal between the United States and
Iran which allow the latter to reassume its nuclear program by obtaining more
sophisticated centrifuges than its former ones.

2. In Russian-lranian relations, lran has obtained a comprehensive partnership
agreement through a series of deals revealed in July via a Russian loan to Iran for
completing the Bushehr nuclear power plant and establishing a thermal electricity-
generating power plant, as well as constructing railway lines, increasing trade
exchange, and signing major arms deals between the two countries. Moreover,
Russia is trying its best to bring Iran into the Shanghai Cooperation Organization,
and to resolve the problem of Caspian Sea water division that has been on hold
between the two countries. Despite Iranian fears of abandonment by Moscow in
exchange for a deal with the West, Iran moved actively during July to strengthen
its alliance with Russia.

3. On Turkish-lranian relations, particularly concerning lran's position regarding the

failed coup in Turkey, Iran has accusing a number of countries, including the United
States and Saudi Arabia, of involvement in the thwarted coup attempt. This has
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to Sahar port in Oman across the UAE territories, stating that this is an effort by Iran to
exert pressure on the Emirates, particularly after the UAE’s downgrading of diplomatic
relations with Tehran due to Iranian interference in the Arabian Gulf affairs.

In Iraq and Syria, senior Iranian officials paid frequent visits to both nations, holding
meetings with regime officials in Baghdad and Damascus. Tehran has openly declared its
unequivocal support of the Iraqi and Syrian regimes, recently announcing the formation
of an Iragi Revolutionary Guards Corps modelled on the Iranian original.

Iran maintained its relentless hostility towards the Arab countries. Immediately after the
Secretary-General of the Arab League, Ahmed Aboul Gheit, concluded a recent speech
by saying, "lran is targeting Islamic unity and has created fertile soil for Sunni-Shiite
conflict,” an Iranian regime official launched a scathing attack on him, calling his statements
"pressured and unconstructive."

On Israeli - Iranian relations; the lranian ambassador to the United Nations objected to
Israel's presidency of the UN’s Legal Committee, stating that he considers the appointment
to be a blow to the committee's prestige and credibility and asserting that the Zionist
entity is a symbol of the violation of international resolutions concerning the rights of the
Palestinian people.

Iran’s objection is widely viewed as being motivated by political objectives and interests
conflicting with those of Israel in the United Nations such as the nuclear deal and concerns
over a larger Israeli regional role at the expense of the lranian role. With Iranian-Israeli
tensions rising over the two major regional powers’ spheres of influence and pressure
points in the region and the African continent, both Israel and Iran are seeking to obtain
membership of international organizations, which would enhance their status regionally
and internationally.
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1. The sharp criticism of Tehran issued by Saudi Arabia’s Prince Turki al-Faisal,
the kingdom’s former chief of intelligence, during his participation in the Iranian
opposition’s conference in Paris, is believed to officially reflect the Saudi leadership’s
position. The prince’s participation in the opposition conference triggered debate
among observers, with some opposing it, suggesting that it indicates an official
Saudi policy of attempting to overthrow the Iranian regime, while others supported
it, asserting that it has confounded the Iranians and shown that Saudi Arabia has
cards that could be utilized in regional conflicts with Iran.

2. Tehran accused Riyadh of hindering the negotiations in Kuwait over the war in Yemen
and being responsible for the failure to reach any agreements there. Iran asserted that
Saudi support of operations which Tehran claims are targeting residential areas in
Yemen will lead to "zero results", asking rhetorically how the Saudi government can
negotiate while carrying out military operations. Meanwhile, Saudi Arabia declared
that the direct Iranian support of the Houthis and ousted president Ali Saleh, reveals
that Iran’s effort to take control of Yemeni cities, is the main reason behind this war.

In Bahrain, Tehran responded to the Manama resolution to withdraw Bahraini nationality
from the Shiite cleric, Issa Qassem. General Qassem Sulaimani, the leader of Iran’s
sectarian militias in lraq, Syria, and Yemen has openly threatened the Bahraini
regime saying: "Issa Qassem is a red line and crossing him means sparking a fire in
Bahrain and in the whole region”, adding, “Offending Issa Qassem would lead to the
overthrow of the Bahraini regime."

Meanwhile Iranian- Emirati relations are deteriorating, with the UAE rejecting the
construction of a-400kilometer gas pipeline from the Iranian province of Hormozkhan
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e. International companies’ abstinence from doing business through the Iranian banks
due to US sanctions.

Although the Iranian economy possesses all the necessary components for success, it
definitely faces many domestic and international problems.

- Domestically, Iran is suffering from high rates of unemployment, recession, inflation,
widespread corruption, and political disputes.

- Internationally, the Iranian economy has suffered due to the regime’s hostility toward the
international community, and most importantly, the international community’s wariness
over financial dealing with Iran, with the regime’s regional interventions meaning that Iran
is wasting billions of dollars at the expense of domestic development.

As aresult of all these problems, recession relief has become very difficult. These constraints
mean that years of intensive reform are required to improve the economy; such reforms,
however, are among the lowest priorities for the regime, which apparently prefers political
and regional disputes over strengthening its severely weakened economy.

Socially, Iran suffers from low development rates, high levels of drug addiction, and high
divorce rates, as well as increasing unemployment, and rising rates of suicide and violence.
In addition to these problems, Iran’s Shiite Persian cities are witnessing declining birth
rates in comparison to high birth rates in predominantly Sunni regions like the Kurdish,
Arab and Baluchi areas, leading to predictions of demographic changes in favour of ethnic
minorities.

SECOND: ARABIAN AFFAIRS

ON IRAN AND SAUDI ARABIA, JULY WITNESSED A FURTHER ESCALATION IN THE
TENSIONS BETWEEN THE TWO REGIONAL GIANTS, PRIMARILY DUE TO THE FOLLOWING
REASONS:
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Amongst other security issues raising concern have been reports of border
infiltrations in Sistan and Baluchistan, and the discovery of tunnels used for arms
smuggling along the borders with Pakistan. In Kurdistan, there was an attempt
to assassinate the MP for Kermanshah, while Kurdish cities witnessed a general
strike on the anniversary of the assassination of the Kurdistan Democratic Party
leader, Abdul Rahman Ghassemlou. In addition to these incidents, poor medical
care in a governmental Ahwazi hospital caused the death of six patients on the
same day.

4.Concerning theological issues, concerns have been raised over recent Friday
sermons in the country, as well as other sermons by Khamenei and Rafsanjani.
While Khamenei made a point of avoiding any attacks on Saudi Arabia in his
recent sermon, many of the clerics made this the central point of their own
Friday sermons.

The Iranian economy, meanwhile, is also experiencing several major problems:
a. lran’s ageing, decrepit industrial infrastructure requires modernization.

b. Rising debts and fiscal deficit among Iranian companies are putting further
pressure on the business community.

c. Around 70 percent of the country’s manufacturers are suffering under the
current recession, only operating at 20 percent of their production capacity.
d. Debts of state companies to Iran’s banks reached more than 5 billion USD in
February 2015, leading to a crisis in the Iranian banking sector, which is no longer
able to grant facilities for investments and projects and has lost domestic and
overseas confidence due to its random decisions and the absence of a stable
banking policy.
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FIRST: IRANIAN DOMESTIC AFFAIRS
IN THIS SECTION, WE WILL FOCUS ON SIX ISSUES ACCORDING TO THE MOST
PROMINENT EVENTS CURRENTLY OCCURRING IN IRAN.

1.The Institution of the Presidency recently withessed a sharp decline in Hassan Rouhani’s
popularity after a campaign of defamation by conservatives which focused on his
economic policies and financial scandals related to senior officials in his government,
especially his brother. Rouhani was widely criticized and reviled during a recent tour of
the Iranian provinces, with former president Mahmoud Ahmadinejad's re-emergence on
the political scene as a potential rival in the upcoming elections diminishing the chances
of Rouhani’s victory.

2.In the area of military affairs, a dispute between Rouhani and Parliament about the
budget of Iranian armed forces has been escalating, with the president aiming to reduce
the allocations to the Revolutionary Guards and to increase the Iranian budget, a plan
rejected by members of the parliamentary Planning and Budgetary Committee. Other
military issues causing domestic concern are the increasing activities of the Iranian
navy and its accelerating armaments plan, along with Russia’s supplying the lranian air
defense forces with the S300- missile defense systems, and the decision over its location.
Meanwhile the Islamic Revolutionary Guards Corps has been attaining supremacy over
the army through accusations of weakness and disloyalty.

3.Regarding security issues, the most prominent events during July were consecutive
fires in Iranian oil facilities, with separatist Ahwazi organizations claiming responsibility,
although fires also occurred in Kurdish and Baluchi areas of Iran, as well as in Isfahan
and Tehran.
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|summary ()

THIS REPORT PROVIDES ANALYSIS OF THREE MAJOR IRANIAN-RELATED ISSUES
DURING THE MONTH OF JULY: THE FIRST PART OF THE REPORT CONCERNS

DOMESTIC AFFAIRS, THE SECOND REGIONAL AFFAIRS, AND THE THIRD TOUCHES
ON INTERNATIONAL AFFAIRS FROM AN IRANIAN PERSPECTIVE.
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