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LETTER OF TRANSMITTAL

. U.S. SENATE,
ComMITTEE ON FoRErGN RELATIONS,
o Washingion, DC, April 18, 1989.
Hon. CrATBORNE PELL,
Chairman, Committee on Foreign Relations,
U.S. Senate, Washington, DC.

Drar Mr. CHarrMAN: Two years™ago, you directed the Subcom-
mittee on Narcotics, Terrorism and International Operations to
conduct an investigation regarding the links between foreign
policy, narcotics and law enforcement in connection with drug traf
ficking from the Caribbean and Central and South America to the
United States. This Report is the final written product of that in-
vestigation in the 100th Congress.

Pursuant to your direction, the Subcommittee conducted four-
teen days of open hearings, nine executive sessions, and received
testimony from 27 witnesses. In addition, the staff deposed an addi-
tional 20 witnesses. Thirty subpoenas were issued, many calling for
the preduction of extensive documentation.

The Subcommittee’s investigations resulted in a wideranging
review of past policies and practices in handling foreign policy and
the war on drugs. It is our privilege to transmit the report contain-
ing findings and conclusions based on the investigation, a country-
by-country analysis of the drug problem as it has affected U.S. for-
eign policy in Latin America, a review of drug links to the Contra
movement and the Nicaraguan war, of money laundering, and of
igsues involving conflicts between law enforcement and national se-
curity. Appendices to the report detail allegations of how the Com-
mit}tlee’s_ initial investigation in 1986 may have been interfered
with.

We very much appreciate the support and assistance you have
given us throughout the course of this investigation. I would like to
note our personal appreciation for the efforts of the personnel who
handled this investigation: Special Counsel Jack A. Blum, Kathleen
Smith, and Jonathan Litchman of the Committee Staff; and Rich-
ard McCall, Jonathan Winer, and David McKean of Senator
Kerry’s personal staff, along with Senator Kerry’s former adminis- -
trative assistant, Ron Rosenblith. This report would not have been
possible without their dedicated work.
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The Subcommittee believes that this investi ation h;
strate_d that the drug cartels pose a continuinggthreat tﬁsnggﬁggl
security at home and abroad, and that the United States has too
often in the past allowed other foreign policy objectives to interfere
with the war on drugs. The Subcommittee hopes that this Report
will contribute to better understanding by the Congress of this
problem, and to constructive legislative proposals which may allow
us to avoid repeating the mistakes of the past.
Sincerely yours,
: : JorN KErry, Chairman.
Brock Apawms.
DaxrteL P. MoyNIHAN.
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EXECUTIVE SUMMARY AND CONCLUSIONS

“The American people must understand much betier than they ever have
in the past how (our) safety and that of our children is threatened by Latin
drug conspiracies (which are) dramatically more successful at subversion in

 the United States than any that are centered in Moscow.” 1

That warnhing was delivered in Subcommitiee testimony by Gen-
eral Paul C. Gorman, riow retired and formerly head of U.S. Séuth-
erh Command in Panama. Such a characterization, coming from an
individual who served with such distinection in the United States
Avrmy, should not be taken lightly.

There should not be any doubt in anyone’s mind that the United
States is engaged in a war directed at our citizens—the old, the
young, thé rich, the poor. Each day, with what has become a numb-
ing regularity, the American people are besieged with the news of
the latest casualties in the drug war.

The Colombian drug cartels which control the cocaine industry
constitute an unprecedented threat, in a non-raditional: sense, to
the national security of the United States. Well-armed and operat-
ing from secure foreign havens, the cartels are responsible for
thousands of murders and drugrelated deaths in the United States
each year. They exact enormous cogts in terms of violence, lower
economic productivity, and misery across the nation.-

The American criminal justice system has been overwhelmed by
the drug war. To date, most of the U.S. law enforcement efforts

‘have been directed at the domestic drug distribution network. The

result is a criminal justice system swamped with cases which
cannot be processed fast enough, jails that are overflowing with
prisoners, a greater influx of cocaine than when the war on drugs
was declared 4n 1988, and a cheaper, higher quality product.

As a recent study sponsored by the Criminal Justice Section of
the American Bar Association noted: _

A major problem reported by all crifminal justice partici-
pants is the inability of the criminal justice system to con-
trol the drug problem . . . through the enforcement of the
criminal law. Police, prosecutors and judges told the Coin-
mittee that they have been unsuccessful in making a sig-
nificant impact on the importation, salé and use of illegal
drugs, despite devoiing much of their resources to the
arrest, prosecution and trial of drug offenders.? -

Attempits to interdict the flow of drugs at the border, while im-
portant, has experienced only marginal success. According to U.S.
officials in the vanguard of the war on drugs, at best, interdiction

1 Subcommittee testimony of General Paul Gorman, Part 2, February 8, 1988, p. 27.

2 Oriminal Justice in Crisis, A Report to the American People and the American Bar on Crimi-
rigl Justive in the United Slates, American Bar Association, Criminal Justice Section, Washing-
ton, DC, November 1988, p. 5.
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results in the seizures of only 15 percent of the illegal narcotics
coming into the country. For the drug cartels, whose production ca-
pabilities stagger the imagination, a 15 percent loss rate is more
than acceptable.

Demand reduction through education and rehabilitation are criti-
cal elements in the war on drugs. But most experts acknowledge
that even this strategy will require a considerable period of time
before major inrcads are made into significantly reducing cocaine
usage in this country. . . . - . . '

The narcotics problem is a national security and foreign policy
issue of significant proportions. The.drug cartels are so large and
powerful that they have undermined some governments and taken
over others in ‘our hemisphere. They work with revolutionaries and
terrorisis.~“They have demonstrated the power to corrupt military
and civilian institutions alike. Their objectives seriously jeopardize
U.S. foreign policy interests and objectives throughout Latin Amer-
ica and the Caribbean. ‘ o

The Subcominittee investigation has led to the following conclu-
sions and recommendations. :

Pasr FAILURES ~

—In.the past, the United States government has either failed to
- acknowledge, or underestimated, the seriousness of the emerg-
ing threat to national security posed by the drug cartels. The
reasons for this failure should be -examined by the Senate
Select Committee on Intelligence, in concert with the Senate
Committee on Foreign Relations, to determine what corrective
steps should be taken. .
—In some instances, foreign policy considerations interfered with
. the U.8.s ability to fight the war on drugs. Foreign policy pri-
orities .towards the -Bahamas, Honduras, Nicaragua, and
Panama at times delayed, halted, or interfered with U.S. law
enforcement’s efforts to- keep narcotics out of the United
States: In a few cases within the United States, drug traffick-
-ers sought to manipulate the U.S. judicial system by providing
services in support of U.S. foreign policy, with varying results.

—U.S. officials involved in Central America failed to address the
drug issue for fear of jeopardizing the war efforts against Nica-
ragua.

—The war against Nicaragua contributed to weakening an al-
ready inadequate law enforcement capability in the region
which was exploited easily by a variety of mercenaries, pilots,
and others involved in drug smuggling. The Subcommittee did
not find that the Contra leaders personally were involved in
drug trafficking. There was substantial evidence of drug smug-
gling through the war zones on the part of individual Contras,
Contra suppliers, Contra pilots, mercenaries who worked with
the Contras, and Contra supporters throughout the region.

—The saga of Panama’s General Manuel Antonio Noriega repre-
sents one of the most serious foreign policy failures for the
United States. Throughout the 1970°s and 1980’s, Noriega was
able to manipulate U.S. policy toward his country, while skill-
fully aceumulating near-absolute power in Panama. It is clear

3

that each U.S. government agency which had -a relationship
with Noriega turned a blind eye to his corruption and drug
dealing, even as he was emerging as a key player on behalf of
the Medellin cartel. .

PoLicY AND PRIORITIES

_International drug trafficking organizations are a threat to

- U.S. national security. Our government must first acknowledge
that the activities of the drug cartels constitute a threat of
such .magnitude and then establish a more coherent and con-
sistent strategy for dealing with the problem. - ]

—The threat posed by the drug cartels should be given a major
priority. in the bilateral agenda of the U.S. with a number of
countries, including the Bahamas, Haiti, Qolombla, ]_3011v1a and
Paraguay. It should be among the most important issues with
a number of-other .countries;, including Mexico and Honduras.

—In order to signal to other countries the seriousness with which
the United States regards the drug issue, the President should
convene a -summif meeting of Latin American leaders to begin
developing.a strategy te deal with this-issue and related eco-
nomic problems. : . :

—Nareoticslaw enforcement has often taken a back seat to other
diplomatic and national security priorities. The war on drugs
must not in the future be sacrificed to other foreign policy con-
siderations. - : : 7

ADMINISTRATIVE RECOMMENDATIONS .

—The Treasury Department should begin negotiations on gather-
ing information on large foreign U.S. dollar deposits, as au-
thorized by the 1988 Omnibus Drug Bill. -~ :

—The State Department should make a special effort to control
multiple entry visas from couniries which are major drug tran-
sit countries-or which harbor major drug organizations.

-—The Federal Aviation Administration should undertake a
major effort to inspect hundreds of substandard aircraft, many
of which are used for smugglinig illegal narcoties. These air-

-craft are located throughout the United States, and those
which do not meet FAA specifications should be grounded -im-

- mediately. ' )

—Individuals who represent themselves as working for the CIA
-or other national gecurity agencies of the United States Gov-
ernment; and who in fact do not; should be prosecuted prompt-

"1y to the full extent of the law. o :

—=All U.8. law enforcement agencies should.devote significantly

greater attention to counter-intelligence in order to prevent
- drug traffickers from penetrating their operations. ]

—The existing distrust among law enforcement agencies working
on the drug problem and national security agencies must be re-
solved. Ways must be found to make it possible for law enforce-
ment agencies to have access to national security intelligence
information related to the drug threat. ) _

—TFederal salaries of senior prosecutors and investigators must
be iaised and special Senior Executive Service positions cre-




ated in order to encourage the most talented and experienced
- personnel to remain on the job. B e

SprciFIc LEGISLATIVE RECOMMENDATIONS

—The President should be, given a series of optional sanctions to
apply to major drug producing and drug-transit countries
‘which have not fully cooperated with the U.S. in drug enforce-
ment efforts, This would allow the President to certify a nation
under the national security provision of 481(h)@)a)G)ID), and
thus avoid the ‘mandatory sanctions contained in current law,
while still giving him ‘other:optional sanctions. The proposed

" sanctiéng would ivclude: prohibiting ships that have stopped at
such a nation withist 60 days-from discharging passengers or
cdrgo-in the U.S.; denying landing rights ivi the U.S. to.the na-
“tiorial airlines of such' a nation; subjecting goods and contain-
“erg from any such nation to'special inspections, quarantines, or
other additiorial regulations to prevent them from being used

" to trangport prohibited substances-to the United States; deny-
ing or hmiting non-immigrant visas to nationals of any such

* nation; eliminating Customs pre-clearance agreements with

any such nation. o
- —=No government employee or official with responsibility for nar-
- cotics issues in either the Execiutive -or Legislative branches of

- government should be permitted to fepresent a foreign govern-
ment on narcotics matters for a period of three years after
they leave. The penalties for violating such a prohibition
should be the same as for-viclations of thé Federal Regulation

- of Lobbying Act of 1946, ... - .. . - . ..

..» —The Pepartment of State should be required. to notify the Con-
gress within 10 days;whenever it denies a-request from law en-
- foreement for reasons. of natienal security .or-foreign -policy.

The notification: should include a full description.of the reasons

for the refusal. Past decisions by the Department. of Siate to

end law enforeement operations on sich- grounds should have
- been subject to. Congressional review; this provision would
ensure that Cohgress remaih in a position to exercise oversight

-over such decisions: * e ) T
—The Department of State should be prohibited from entering
into contracts with any individual or company under- indict-
- ment or convicted of any narcotics-related offenses; including
money laundering. The Department should .be required to in-
.stitute procedures by which it.would routinely check with the
FBI, Customs and DEA to determine whether a company or in-
dividual iz under investigation before the Department enters
into any contract with the company or individual.- .

—No U.S. intelligence ageney should be permitted to-make any
payments to any person-convicted of narcotics related .offenses,
except as authorized in writing by.the Attorney General in
connection with the investigation or prosecution of ¢criminal ac-

—The Neutrality Act should be amended to apply only to actions
which are not specifically. authorized by the State Department.
Each such authorization would require prompt notification by

5

the State Department to the House and Senate Foreign Affairs
and Foreign Relations Committees, and Select Committees on
Intelligence. :

—The annual drug certification report should be required to
review links between international narcotics trafficking,
money laundering and international terrorisi (including guer-
rilla groups on the right and the left with regard to ideology.)

—The National Director of Narcotics Policy should be required
to report to the Congress on' current U.S. federal personnel
practices affecting all persons engaged in the war on drugs to
determine whether adequate resources are being devoted to
hiring, training, promotion, and retention of federal employees
responsible for narcotics matters.

INTRODUCTION
ORIGINS AND METHODOLOGY

In early 1986, Senator John Kerry began a staff investigation of
allegations that elements of the supply network supporting the
Nicaraguan contras were linked with drug traffickers. In April,
1986, "Senator Keiry took information he had developed to the
Chairman of the Foreign Relations Comrittee, Richard Lugar, who
agreed to conduct a staff inquiry into those allegations.

In response to a request by: Senator Kerry, Senator Lugar sched-
uled a closed session of the Committee on Foreign Relations on
June 25, 1986, to discuss these allegations and to determine wheth-
er or not adequate attention and priority was being given to inter-
national narcotics law .enforcement. efforts generally. Senator
Kerry was concerned that because of the preoccupation with other
foreign' policy, priorities relating to several. nations, the United
States was not dealing adequately with the growing global drug

roblem. : :

P At that meeting, Senator Kerry raised questions as to the will-
ingness of the Administration to investigate allegations of drug
trafficking involving the Contra supply network and the apparent
reluctance to deal- with Bahamian drug corruptien for reasons of
national security. Senator Kerry noted that witnesses who had
brought this information to his attention had also. allegations of
drug-related corruption concerning Nicaraguan officials. o

In response, the Committee, at the direction of t_he 1_:hen-Cha.1r-
man Senator Richard Lugar, decided that an investigation of drug
allegations relating to the war in Nicaragua should be undertaken.

In February 1987, at the direction of Chairman Claiborne Pell,
the Committee continued its investigative efforts;, expanding the
focus to include the impact of drug trafficking from the Caribbean,
and Central and South America on U.S. foreign policy interests. In
April, the responsibility for the investigation was given to the Sub-
committee. on Terrorism, Narcotics and Interpational Operations
chaired by Senator Kerry, with Senator McConnell serving as the

ranking-mmember. , )
The Subcommittee conducted fourteen days of open hearings,
nine executive sessions, and reeeived testimony from 27 witnesses.

In addition, the-staff deposed an additional 20 witnesses. Thirty
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subpoenas were issued, many calling for the production of exten-
sive documentation. - ' '

The Committee sought, and received, documents from .a large
number of government agencies, including the Drug Enforcement
Administration, the Federal Bureau of Investigation, the Depart-
ment of Defense, the Department of the Army, the Central Intelli-

ence Agency, the Defense Intelligence Agency, the U.S..Customs
Service, the Department of State, the Department of the Treasury,
the Overseas Private Invesiment Corporation and the National Se-
curity Council. : e o . :

In addition, the full Foreign Relation, Committee. conducted ex-
tensive guestioning of officials on the global narcotics problem in
1987 and 1988 in response to the annual International Narcotics
Control Strategy Report. That report is an annual submission to
the Congress mandated by the Anti-Drug Abuse Act of 1986. The
law requires the President to certify that major illicit drug produc-
ing counfry or a major drug-transit country cooperated fully with
the United States in the previous year, or took adequate steps on
its own, with respect ‘to illicit drug production, trafficking and
monéy laundering. - - ..

. One heariig was conducted jointly by .the Subcommittee on Ter-
rorisim, “"Narcotics .and International Opeérations and the Subcom-
mittes on International Economic Policy. = SRR
1In perparation for the hearings-the staff interviewed dozens of
péople in’ and éut of governmeént. Many of ‘these interviews were
kept'confidéntial to ensure’ candjd discussions. The Subcommitiee
‘traveled to Costa Rica where depositions were taken and interviews
conducted with present and former govérnment officials. -~ = -
B¥ -agreement with Chairman Daniel:Inouye of the Senate Select
Cémmittee on’Secret Military Assistance to Tran ‘and the ‘Nicara-
guan- Opposition, the staff assigred 't6 - the -investigation  were
cleared to review ithe'docurents provided to the Select Commiittee
in the course of its investigation. The Committee staff reviewsd
thousands of Select Cofimittees ddcuments; including the ¢lassified
version of notebooks maintained by Oliver North during the period
he was at the National Security Council, the “Nérth Diaries” = :7

A numbe_r of ‘witnesses and prospective withesses ‘wére convidted
felons, having been imprisoned for naréotics-related offenses: The
Subcommittee ‘made use of these witnesses in ‘Htcordance with the
practice of Federal and .Stateé prosecutors, who routinely rély on
convicts as witnesses in criminal ‘trials because they are the ones

~with the most intimate knowlédge of the criminal dctivity: -
-All witnesses who appeared before the Subcoinmitfee, did so
under oath and the threat of prosecution for. perjiury. The Subcom-
mittee did not and could not: offer reduced sentences in -exchange
for testimony. Before using' the testimony-of convicted felons'in a
public gession, the Subcommittee staff attempted to corroborate the
witnesses’- stories. Many of the withesses were considered. suffi-
ciently credible to have been used by prosecutors in grand jury.in-
vestigations and frials, including the major federal narcotics prog-
ecutions of General Noriega, Medellin cartel leader-Carlos Lehder,

and officials in Haiti and the Bahamas. ;e o
Gaining access to. convicted felons and making arrangements to

have them testify required the cooperation of the Department of _

T

Justice and numerous- U.S. -Atforneys. In some cases the coopera-
tion was excellent; while ip oihers the Subcommittee confronted
one difficulty after another which delayed the investigation and
complicated the presentation of testimony in public hearings.

As this report is read, it should be kept in mind that the purpose
of the investigation was to identify the nature of the threat posed
by international drug trafficking and the adequacy of the U.S. gov-
ernment response to the threat. The Subcommitiee was interesied
in-the larger policy questions and was not seeking 1o develop spe-

‘¢cific cases against individuals. .

Trw SCOPE OF THE THREAT

When the Senate Committee on Foreign Relations began its in-
vestigation two years ago into drug trafficking, law enforcement
and foreign policy, this issue was widely viewed as being primarily
a law enforcement problem. While public debate over the drug
problem focused on improving international and domestic law en-
forcement efforts, the size, capability and activities of the cartels
were rapidly expanding. ' _ '

There are probably few issues which have caused greater strains
in our rélations with other nations, particularly with our Latin
Awmerican neéighbors, than that of international drug trafficking.
The problem has given rige to a growing frustration in the Con-
gress 'over the seeming inability of many nations in the herhisphere
to eliminate or curtail the prodiction or transshipment of cocaine
and marijuana destined for marketing in the Unitéd States: On the
other hand, there are valid concerns ori the part of our Latin
American allies that were it not for the demand probleth in the
United Stated, the drug issie would be of more manageable propor-
tions: ’ T o ’

After two years of investigation carried ouf under the auspices of
the Subcommittee on Narcotics, Terrorism and International Oper-
ations, it is apparent that the United States is facing a significant
hational security problem. It is a problem: serious enough for us to
re:examine our perception-asto what constitutes national security
‘threats to ourselves and our‘friends around the world. o

In the post-World War U era, the national security focus of the
United States was.framed by our predominant concern with East-
West competition around the globe. This concern with Marxist ex-
pansionism in general, and Soviet expansionism in particular, led
us 1o take a series of extraordinary steps to respond to the threat,
These steps ranged from implementing the Marshall Plan for West-
ern Europe, to establishing NATO and other military alliances
around the world, to fighting conventional wars in both Korea and
Vietnam. '

As the United States enters the decade of the 1990%, it is clear
that the operations .of the international drug organizations also
constitute a threat of serious national security dimensions.In Latin
America, these organizations, known as cartels, have become a
powerful supra-national political forece with economie resources of a
‘magnitude to shape developments in Central and South America,
and throughout the Caribbean. - ‘ -
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:; The most powerful“of the Latin American drug cartels are locat-
ed in Colombia. The Colombian cartels constitute an international
underworld so extensive, so.wealthy, and so powerful, that today
they operate virtually unchallengéed. They have organized them-
selves into elaborate conglomerates for the purposes of growing,
harvesting, processing, transporting, selling and repatriating their
profits from cocaine and marijuana. Menrlike Pablo Escobar, Jorge
Ochoa, Jaime Guillot-Lara, and Carlos Lehder, formed ocean-span-
ning, mafia-like organizations capable: of very large and very com-
plex undertakings. : :

They have built coca processing centers in the nearly impenetra-
ble rain forests of the Amazon River Basin in Colombia—factory
complexes capable, in a week’s time, of converting tons of coca
paste flown in from Peru and Bolivia into crystalline cocaine. The
finished product is then flown across the Caribbean and Central
America to the United States. It is estimated that there are five
dollars of profit for each dollar the cartels invest in the farm-to-
market process. ‘ ] '

The magnitude of the profits associated with the international
drug trade is staggering. The June 20, 1988 edition of Fortune Mog-
azine reported that the global drug trade may run up to. $500 bil-
lion ‘a year, more than twice the value of all U.S. currency in circu-
lation. , , :

As witness affer witness stressed to .the Subcommittee, the car-
tels are driven by financial rather than ideological motives. They
are willing to do business with anyone as long as it helps further
their narcotics interests. Their power threatens to undermine re-
gional stability, and they have already demonstrated the capacity
to .destabilize democratic governments. These developments are
gee'ply inimical to the national security interests .of the United

tates. = : - :

Domestic EFFECTS OF INTERNATIONAL DRUG TRAFFICKING

- To appreciate the degree to which -the international drug traf-
fickers have affected the lives of the American people, one needs
only to analyze the statistics. Polls show that about 50% of all
Americans say they have had a relative or close friend who has
had a problem with illegal drugs and.one out of every three says
that illicit drugs can be purchased.within a mile of their home.

- In addition: . - : S :

—Bixty percent of all illegal drugs produced in the world are con-

-, sumed here in the United States; - o

—some twenty million Americans smoke marijuana, nearly six
million regularly use cocaine, and half a million are addicted
to heroin; .

. —the Naticnal Institute for Drug Abuse reports that cocaine re-
lated hospital emergencies have risen nearly 600 percent be-
tween 1988 and 1987. Cocainerelated deaths have-risen from
under 400 in 1983, to nearly. 1,400 in 1987, the last year for
which such statistics are available; : . .

—it: is estimated- that 70 percent of all violent crime in the.
United States is drug-related; :
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—the street price for a kilo of cocaine in the United States has
plummeted from $60,000 in 1980, to approximately $9,000 a
kilo today. This has put cocaine within the means of the vast

- _majority of Americans, and-shows how ineffective interdiction
efforts have been; A .

—between 1982 and 1985, the amount of cocaine seized coming
into the United States more than doubled from 31 metric tons
to 72:3 metric tons. ‘The problem.has reached such crisis pro-
portions that various federal agencies involved in the war on

drugs cannot come up with a reasonable estimate as to how

much cocaine reaches the streefs of our couniry today;

—it is estimated that cocaine usage among the work force costs
the United States $100 billion a year in lost productivity;

—the American market for drugs produces annual revenues of
well over $100 billion at retail prices. This is twice what U.S.
consumers spend for oil each year.

ErrECTS ON FoREIGN COUNTRIES

It is not only the people of the United States who are victimized
by the operations of the cartels. The cartels, utilizing corruption
and violence, . have literaily bought governments and destabilized
others... - co. :

In Colombia, the cocdine lords have coopted an entire nation and
its government. Beginning in 1984, efforts by the Colombian gov-
ernment to crack down and dismantle the cartels since 1984 have
led to unprecedented viclence. In the past two years, 57 judges, in-
chuding half of the Supreme Court, and two cabinet officials have
been ' agzassinated. - A:-vear ago, Colombia’s atforney. general was
murdered by cartel assassins. -~ - . R

While Golombia’s democracy has been threatened; Panama’s has
been stolen. The relationship-established in .the 1970’s between
drug traffickers and a littleknown officer in the Panamanian .intel-
ligence—Manuel Antonio Noriega—has grown as-Noriega's power
has increased. As a result, Panama has become a safe haven and
critical base of operations for the cartels, particularly as a money-
laundering center. The trend toward democratization was reversed
in Panama, and Noriega now presides ‘'over the -hemigphere’s first
“narcokleptocracy.” ! - :

The corrupting influence of the cartels has now been felt
throughout Latin America and the Caribbean. The Subcommittee
received testimony.that remote islands in the Bahamas chain could
be rented for use as transit sites for cocaine and marijuana des-
tined for the United States. Despite the expenditure of significant
sums of money devoted to joint-interdiction efforts with the Gov-
ernment of -the Bahamas, the International Narcotics Control
Strategy Report of March 1988 estimated that 60 percent of the co-
caine and 50- percent of the marijuana coming into the United
States continued to transit that country. U.S. officials attribute the
problem to the ¢ontinuation of drug-related corruption at all levels
of government.

! See Subcommittee testimony of Ramon Milian Rodriguez, Part 2, p. 255.
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In 1987, the Colombian cartels established z major, and secure
base of operations in Haiti, turning that country into another sig-
nificant transit point for cocaine coming into the United States.
The cartels bought protection from the upper ranks of the Haitian
military which, in turn established a distribution hefwork in the
United States. This network is characterized by a high level of vio-
lence associated with its operations. ’

The ‘cartels now pose a serious threat to Costa Rica, having es-
tablished themselves in the northern war zones used by the Nicara-
guan insurgents. 'Costa Rica,” the most free, stable and longest-
standing democracy in the region; continues to be ‘l-equipped to
deal with this threat despite the fact that it has the toughest drug
laws in.all of Latin America. - ‘

In Peru, there are reports that drug money funds the Séndero
Luminoso’s efforts to topple the democratically-elected government
of that country. ' o

In Bolivia, democratically-elected governments face an almost in-
surmountable task in destroying coca production and cocaine labs
operating with near impunity in that nation. .

They have corrupted local officials, including police and military,
in Mexico, and there are allegations that the corruption has spread
to higher-level officials. This development may be making an al-
ready serious situation worse, as Mexico continues to remain a
major producer of opium poppy and cannabis and continues to be.-a
grimar.y source of heroin and marijuana entering the United
-States. : ’ : . : S
. Elements of the military in Honduras are involved in.diug-relat-
ed corruption, undermining the fledgling attempts to establish a
truly democratic, civilian-based government in that country. Be-
cause of the pervasive influence.of the Honduran military on:every
aspect of life in that couniry, there is concern that the experience
in Panama could be replicated in Honduras. : L :

In Paraguay, drug corruption within the military also has been &
serious problem for some time. Despite the fact that Latin Ameri-
ca’s longest-standing dictator, Genersl Alfredo Stroessner, ‘was
ousted recently in a military coup, U:S. drug.enforcement officials
are concerned that the narcotics trade through Paraguay will con-
tinue unabated. As the State Department has acknowledged, there
are “frequent allegations that Paraguayan officials- are involved in
narcotics trafficking.”2 General’ Andreas Rodriguez, the master-
mind -of the coup, has been linked. in press reports as a major
figure in the drug trade: - o - . —

L.

Tre NATIONAL SECURITY IMPLICATIONS OF THE DRUG TRADE

‘The cartels want stable governments in Latin America, but week
ingtitutions which they can control. They want a climate in which
they can do busihess freely, without government interference. In
many countries of Latin America énd thé Caribbean, they have
succeeded in accomplishitig this goal.

2 Internaticnal Narcotics Control Strategy Report, US Department of State, Bureau of Inter-
national Narcotics Matters, March 1988, p. 160. -
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In many instances, the cartels have allied themselves with orga-
nizations which are engaged in illicit movements of arms and am-
munition, for whatever purpose or whatever ideclogy—on the right
or the left. General Paul Gorman, in his testimony before the Sub-
committee, described the problem very succinctly when he ob-
served: ,

“If you want to move arms or munitions in Latin America, the
established networks are owned by the cartels. It has lent itself to
the purposes of terrorists, of saboteurs, of spies, of insurgents, and
of subversives,” ' ' '

Such, alliances have beéri éstablished with left-wing insurgent
groups such as M-19'in Colombia, and the Sendéero Luminoso in
Peru. General Noriega in Panama has been a major figure in the
clandestine arms {rade, selling weapons to anyone or group who
would buy them, including the FMLN in El Salvador.

As the Subcommittee found, even the Nicaraguan Contras fight-
ing to overthrow the Sandinistas were not immune from exploita-
tion by narcotics traffickers. J

If allowed to continue unchalienged, the operations of the cartels
will have even more serious implications for U.S. foreign policy in-
terests thoughout the hemisphere. If there has been one area of
foreign policy in which the Congress and the Reagan Administra-
tion found agreement during the last eight years, it was the desir-
ability of promoting and reinforcing the democratization process
which has swept Latin Amerieca over the course of the last decade.
This consensus was achieved despite the fractious debate over aid
to the contras.

Other than the international debt issue, the operations of the
drug cartels pose the most serious threat to the consolidation of de-
mocracy throughout Latin America.—The basic foundation upon
which democracy rests is respect for the rule of law and the guar-
antees it provides for individual righis and liberties. The cartels re-
spect neither law, nor the rights of individuals, nor the institutions
created to uphold the former and guarantee the latter. They have
demonstrated the ruthless capability to undermine and destroy any
institution or individual standing in their way. ,

Unfortunately, the international narcotics trade, historically, has
been relegated to the backwaters of U.S. foreign policy concerns. It
was not until recent years, when domestic cocaine usage reached
-epidemic proportions and drug-related violence on the streets of the
United States reached crisis levels, that serious attention has been
paid to this problem. However; the issue is still not given attention -
commensurate with the seriousness of the problem within most
agencies of the federal government. To date, the U.S. has been
unable to achieve effective coordination regarding the problem.
The Congress mandated the creation of a new position, the “Na-
tional Director of Narcotics Policy,” informally knewn as the “drug
czar,” in response to this concern. The drug czar will need to focus
attention on ensuring that the U.S. develops a sirategy and allo-
cates the resources necessary to wage effectively a war on drugs.
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-.- SYNOPRSIS OF THE REpoRT

In preparing this report, the Subcommittee. has attempted to
define the nature of the problems assotiated with the operations of
the cocaine cartels. There are individaal chapters devoted to Co-
lombia; Panama, the Bahamas, Haiti, Honduras, and Cuba and
Nicaragua. The. Subcommittee had neither the time nor the re-
sources to addréss other major problem couniries such.as Mexico,

Paraguay, Peru, and Bolivia, or the emerging problems in Bragzil
Nevertheless, the problems and the patterns o%‘ (%rruptidﬁ, arélé"simi-
lar in these countries as to those addressed by the Subcommiitiee.

‘A seéparate chapter is dévoted to"the allegations of involvement
of drug traffickers with the Contra movement and their supply op-
erationg. - - o

There is also a separate chapter devoted to the issue of money
laundering, which is the key ‘to the effective operations of the car-
tels. The phenomenal profit associated with the narcotics trade is
the foundation upon which the cirtels’ power is based. The Sub-
committee members believe that a concerted attack on‘the cartels’
money-laundering operations may be one of the most effective
means to strike at their most vulnerable point. - -

A separate-chapter is devoted to an“examination’ of tlie conflicts
l;{etween law enforcement agenciés and the foreign policy and intel-
ligence agencies of the U.S. government. For example, the DEA
still maintaing that it is receiving cooperation from Panama in
U.S. drug enforcement efforts. Yet William Von Rabb, the Commis-
sioner for U.8. Custorns, has testified before the Committée that by
1983, U.S. agencies had more than enough evidence of General
Noriega’s involvement in the narcotics trade. This, ‘according to
Von Rabb, rendered any cooperation Panama was giving the U.S.
in drug seizures and arrests virtually meaningless. - - g

The Report also includes appendices concerning the notebooks
mamt?med _by Lt. Col. Oliver North, and their relation to the Sub-
committee investigation, and on allegations concerning interfer-
ence by government officials in the initial stages of the Subcommit-
tee investigation. -

The members of the Subcommittee are hopeful that, if nothing
else, tl}ls report will stimulate significant debate and reflection
both within and outside our government. The stakes are very high
for us and for our friends throughout the hemisphere. This entails
understanding all the dimensions of the problem and the events
and circumstances that contributed to the development of the car-
tels. A_fl:er all, violence and corruption associated with the narcotics
trade is not just a problem from Latin America and the Caribbean.
Both seriously affect the quality of life in the United States as well.

OzEeN Issues AND SuBsecTs ReQUIRING FurTHER InvEsMGATION

This report should be considered a first step toward a faller un-
derstanding of the international scope of the narcotics problem.
Many issues arose during the course of the investigation which
could not be pursued in the 100th Congress because of the time and
staff limitations. There are open issues and questions which call for
further study,
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1. The Subcommitte investigations of money-laundering allega-
tions involving the Bank of Credit and Commeice Internatiorial
ghould be completed. Developing an effective strategy against
money laundering will require a more complete understanding of
the way drug traffickers move, hide, and invest the profits from
the profits from their illicit activities. " ‘

_ The -Subcommittee)s work thus far suggests that if.the banking

system_can be closed to drug money and if asseis owned by the
drug .cartels. can be..seized, large scale trafficking. can be more
easily controlled. . - -: . ¢« . . . -

2. Serious questions abut the adequscy of the Neutrality Act in
controlling the aetivities of mercenaries and soldiers of fortune
arose during the hearings: The Subcommittee should examine the
problems the Department of Justice has had using the Act and con-
sider its revision. == .. - : o . :

3. The Subcommittee has received allegations that various fac-
tions in the Lebanese civil war are supporting their efforts with
drug money and that they have started to work with the Colombi-
an cartels. Thege allegations require thorough examination: -

--~.4: The Subcommittee has received allegations that heroin dealers

‘uséd the war in Afghanistan. as caver for their operations. There

are-reports of guns for drugs exchanges and significant drug relat-
ed - cotruption.. The 1988 International Drug Control Strategy
Report. prepared by the State Department, obliquely acknowledged
the problem, stating:“individual resistance elements reportedly
engage in opium production and frafficking as a source of income

.to provide. staples for populatiofis under their control and to fund

weapons purchases.” 3 Further it has been alleged that weapons for
the resistance were diverted to the international arms market.
5. The March, 1989 International Narcotics .Control Strategy
Report again raised concern that drug-related corruption has con-
tinued to undermine narcotics law enforcement in Mexico. -‘The
Report described the emergence in 1988 of “an.increasing number
of Colombian traffickers, within Mexico, involved primarily with
facilitating the transshipment of cocaine to -the United States.” ¢
The level of drug related corruption in Mexico continues to be a
priority concern of the Subcommittee. While there was neither the
time nor the rescurces to investigate thoroughly the.situation in
Mezxico,-this will be a continuing focus of the Subcommittee’s work
in the future. o e ‘ )
. Other pending business -includes the effort by the Foreign Rela-
tions Committee to obtain access to an unexpurgated version of
Oliver North’s notebooks. The notebooks contain numerous refer-
"ences to the drug issue but could not be deciphered because key
sections had been deleted by North and.his attorneys. On April 6,
1989, those notebooks were turned over by North to the Independ-
ent Counsel in connection with his trial, when North waived his
Fifth Amendment rights and choose to testify. The Subcommittee
will. continue to seek to obtain those notebooks. A detailed discus-

3 Internationial Narcotics Control Strategy Report, U.S. Department of State, Bureau of Inter-
national Narcotics' Matters, March, 1988 p. 178. -

¢ International Narcetics Control Strategy Report, U.S. Department of State, Bureau of Inter-
national Narcoties Matters, March 1989, p. 168. -
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ii;ntgf;%: gggtrlg ngtgbool;: 'pro})l‘ezr_n has ]:‘)e’eni mcluded as an b.pg:ieh-
, IntrODUCTION . _

. ‘Because of its geography, smuggling has .be‘eﬁ part of the Baha-

mian economy throughout its history. The Bgharnas is’ & chain of .

T00°coral islands of which just 29 are inhabited. The Bahamian ar-
chipelago stretches 750 miles, from Cuba and Hispaniola to just 40
miles:off the southigast coast of Florida, ~ = ¢~ °  »v
- In-the yéars after World War II, ‘the dévelopment of the Baha-
miah’economy-focused on toiirism, while-a gFoup of British busi-
nessmen known locally- as-thie “Bay Street Boys” controlled most
aspects of the local economy. The Bay Street Boys represented
gambling-interests;, as well as the merchant class. In 1967, 2 more
broadly-based Bahdmian "Party; the Progressive Liberals Party
(PLP), led by Lynden Pindling; took power, E =
Within .a-year of its 1978 independence from Britain, Bahamian
law enforcement authotities-were warning' that drug trafficking
‘Was a “serious’ problem,” and by 1979, thét problem was @ crisis.)
I’ thelate 1970%s, both' the narestics smugsling and government
corruption-in the Bahamas grew at af extraordinary rate. Initially,
marijuana was. the principal narcotic sinuggled through the Balia-
mas, bitt coediné became an increasingly signifieant factor in ‘the
‘early 1980°s. As-of 1988, the Bahamas reémained a major transit
‘country for both ‘drugs, with-50 to 60°percent of all the cocaifie and
1?131‘132113113, entering” the U.S. transiting through Bihamiian - terri-
Witngss after witness appearitig® before the Subeommittee testi-
fied to using one or another ‘Bahamian island to drop drugs for
transfer to-fast boats or small planes.¥ - o T
- Luis- “Kojak” Garcia, a former smigglér who gaves iip this vyoca-
tion voluntarily to become a DEA informant, testified that by di-
viding a load of drugs’amdng ten fast Boats cothing from' the Baha-
mas he could limit the risk'of interdiction to a fraction of the total
load. Customs, he said, would be forced to choose which of the ‘ten
boats to intercept. They simply lacked the men and equipment -to
stop all ten.* The witnesses dgreed that the U.S. Customs Service
and the Coast Guard could not possibly check the thousands of
‘boats and planes traveling regularly between:the Bahamas and-the
United States. 5.7 20 - st B et T s e

.. While the geography of the Bahamias is 1deal for smugeling, and
inadéquate law eriforcément resources assure traffickers of being
-able to move significant/‘quantities 'of drigé to the United -States,
¢cooperation from: Bahamian officials to -protect their operations

' “Paradise Losi,” The London Sundiy Times Magazing, Sept. 29, 1985, p. 84, .
15; International Nurcotics Control Strategy Report, U.S. Department of State, March 1988, p.

8 Subcomyittee testimony of Gart Betzner, Part 3, April 7, 1888, p. 252 and-Subcommittee
testimony of George Morales, Part 1, July 15, 1987, . 60 and Part 3, I;lpril‘ T, 1988, p. 306; also
see generally subcommittee testimony of Luis Garcia, Part 1, May 27, 1987 pp. 5221, .

< May 26, 1987, prehearing interview with Luis Garcia. . .

5 Subcommittee testimony of Luis Garcia, Part 1, May 27, 1987, p. 12, -
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from interference has been essential. Typically, traffickers have
bribed local Bahamian Customs officials and police, and have hired
locals to unload and reload drug cargoes. When their operations
grew in size, the payoffs demanded from Bahamian officials grew
larger, and involved higher-ranking members of government.s .

‘Luis Garcia, 2 major smuggler of marijuana who became a DEA
informant in 1983, testified: : L
. -.. 1 was heavily involved in smuggling drugs into the

United States for almost 4 years beginning in early 1979.

At that time, I supervised an operation which smuggled
tons of drugs mainly from Colombia and Jamaica by way
of the Bahamas with complete impunity. That was accom-
plished by paying for protection fo the Bahamian authori-
ties from the lowest ranking officer.to the highest. politi-
cians and officers. It is believed that if it was not for this
fact, my smuggling activities and those of many others like
me would not have been so successful.? '

Garcia said payoffs were essential. Corruption, he said, began
with airport and Customs inspectors, but continued to higher-level
appointed Bahamian officials. Garcia said he had never paid bribes
to Bahamian elected officials.® 7

According to Garcia, a typical shipment- of 6,000 to 8,000 pounds
of marijuana “cost $130-150,000 in bribes to Bahamian officials.
Most- of that went to police, immigration and custom: officials.
Among these bribed were the chief of the Bahamian drug task
force, whom Gavréia said he had on his payroll, and a former chair-
may of the PLP, thé ruling party in the Bahamas. Official payoffs,
Garcia estimated were about 15 percent of the total cost of a mari-
juana shipment® - R o
~ In the éarly 1980’s, the bribes ensured the smiugglers a sanctuary
from U.S; patrols. As Gdarcia testified: - L -

.. ... .if somebody is chasing you up there 30 miles out in

the .otean and you see them coming, you can turn arotind
and head back into the islands, and of course you are

. paying for protection. They are going to protect you . . . if
_ you.pay, you won’t get arrested.?® ' '

‘GrowrH oF QFrICIAL CORRUPTION WITH VESCO AND BANNISTER

In 1972, Robert Vesco fled the United States having been accused
by law enforcement authorities of looting $240 million from the
Overseas Investors Services mutual fund. Upon leaving the U.S.,
Vesco established operations in the Bahamas, developing a rela-.
tionship with a political “fixer” named Everett Bannister who was
close to Prime Minister Pindling: In time, Vesco gave Bannister
“carte blanche” at the Bahamas Commonwealth Bank. Banwnister
and Pindling in return provided Vesco protection from extradition.
Iv’ part, as a result of his dual relationship with Vesco and Pin-.

6 Betzner testimony, Part 2, pp. 2562-253; Morales testimony, Part 8, p. 293, Part i, p. 61 and
Garcia testimony, Part 1, p. 10.
7 Gareta testimony, Part 1, p. 5.
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‘dling, Bannister became increasingly influential in the Bahariag,
and became known to many narcofics traffickers as a man who
‘could provide protection to them “from the top.” 11 -~

Bannister had left the Bahamas in the 1940’s and lived for a
number of years in New York, before Teturning as a consultant
when thé Pindling government came to power in 1967. Bannister
then devoted his attention to providing assistance to clients as di-
verse as Resorts Internationisl, one of the Bahamas’ principal gam-
bling operations, and to Anastssio Somoza when he was a fugitive
Airom Nicaragua: In the latter case, Bannister reportedly received
$320,000 in cash from Somoza to buy him a safe haven. According
to his son, Gorman' Bannister, his father said most of the money
was paid to “the man.” Gorman understood that to mean the
money went to Prime Minister Pindling, 12

Everett Bannister assisted drag traffickers in a number of ways,
He had them removed from the official “stop” lists, making it pos-
sible for traffickers to enter and leave the country without official
interference, and warned them of impending drug Taids.13

Usk or NorMAN’s CAY FOR SMUGGLING

- Beyond his influence with high government officials through the
involvement in the Bahamas Commonwealth Bank, a second conse-
quence of Robert Vesco’s activities in the Bahamas was the arrival
of Colombian. cocaine traffickers. Vesco had left the Bahamas in
1972, after the bank failed and U.S. pressure to extradite him grew.
But he returned in 1978, after establishing a relatienship with the
Colombian drug dealer Carlos Lehder. Lehder-and Vesco became
regular companions on the islands, and Lehder decided to use the
Bahamas. as his base for smuggling cocaine.to the United States.14

In 1978, Lehder bought most of Norman’s:Cay; one of the Exuma
Islands, fifty miles,from Nassau. By the end of the year, Norman’s
Cay was home to a ‘group of some forty Lehder employees who
drove the other residents and itinérant visitors away.from the
island at gunpoint. Lehder built a large hangar which had ‘cocaine
storage facilities ‘inside ‘and wds using the island as'a transship-
ment and distribution point for cocaine eoming into the United

States.15 L b ot - i

Lehder’s behavior led a number of U.S. property owners on the
island to protest the confiscation of their property to the U.S. Em-
‘bassy in Nassau. In July 1979, one of the - Americans, Professor

Richard Novak, delivered records of the drug flights—supported by
photographs and movies—to the then -American Charge d’Affaires,
Andrew Antippas. After meeting with Antippas and the DEA offi-
cers stationed in Nassau, Novak returned to the island by small
plane, accompanied by his son, to collect his belongings. Without
Novak’s knowledge; Lehder had learned of his visit to the Embassy
and his complaints about the cocaine operation. Lehder's associates
surrounded the plane when it returned, smashed the radios,

1 Subcommittee testimony of Gorman Bannister; Part 1, May 27, 1987, p. 25.
12 Bannister testimony, pp. 26-28.

24 Garcia testimony, p, 15; Bannister testimony, pp. 34, 36.

34 “Cocaine Islands;” NBC Nightly News, April 3%, 1987.

15 “Bahamas: Smugglers’ Paradice,” NBG Nightly News, March 18, 1987,
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drained most of the fuel and then forced Novak and his son to re-
board and take off at night. Novak and his son survived the result-
ing crash.16 _

At the end of August 1979, under intense pressure from the U.S.
Embassy, a police raid on Norman’s Cay was scheduled. For rea-
sons never fully explained by the Bahamians, it was postponed for
fifteen days. When the raid finally took place, it was apparent that
during the intervening fifteen days Lehder had been warned and
the island had been cleaned up. As the police raid began, Lehder
managed to destroy what little cocaine was left on the island and
although he was arrested, he was released immediately. The major
victims of the raid was a competitor of Lehder’s, a smuggler named
Ward, who was also using Norman’s Cay. As a result of the raid,
Ward was arrested, put on the Bahamian Government stop list and
forced to move his smuiggling opgration to Haiti.2”

Despite two more “raids” on the island, about which Lehder also
received advance warning, the smuggling operation on Norman’s
Cay continued without interference and‘in fact became even more
outrageous. Lehder then began a public campaign against “police
harassment” and “U.S. imperialism.” During the 1982 celebration
of Bahamian independence, Lehder flew his light plane over the
Nassau park where-the festivities were taking place and dropped
leaflets saying “DEA Go Homie.” Many of the leaflets had $100
bills stapled to them. These leaflets showered on the heads of the
Prime Minister and U.S. Charge d’Affaires Antippas.8

The Subcommittee receivéd. téstimony from Gorman Bannister
that his father Everett Bannister was the person who had tipped

Lehder off to the impending drug raids. As Bannister testified:
Senator Kerry. Did your father warn Carlos Lehder of

the police raid on Norman’s Cay?
Mr. BANNISTER. Yes. ‘ ; ;
Senator Kerry. Do you want to describe that?

. Mr. BaAnNNisTER. Well, as I recall, he just made a phone
call to Carlos letting him know,.well, police are going
to— . ] '

. Senator KERRY. You heard the phone call? .

- Mr. Bannister. Oh, yes, yes, yes yes . . . I know my -
father did call him one time and told him, “Listen, the
police are going to raid Norman's Cay on a certain day,

clean it up.” And when they went there, they didn’t .
find . . . anything.” 1° ' .

When ‘an opposition member of the Bahamian parliament, -
Norman .Soloman, began to complain to Bahamisn and U.S. au-
thorities about the situation involving Lehder’s use of Norman's
Cay for narcotics trafficking, his-house and car were blown up. Ac-
cording to Gorman Bannister, Lehder boasted to him and to his
father that he was behind the bombing because he didn’t like Solo-
man depicting Lehder’s Colombian employees in the drug trade as

18 ‘I‘Egradise Lost,” The London Sunday Times Magazine, September 29, 1985, p. 81.
17 i .

15 Thid.

1% Bannister testimony, p. 34.
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“animals.” Bannister testified that his father viewed Lehider’s deci-
sion to bomb Soloman as appropriate.2°® :

Everett Bannister was indicted in the Southern District of Flori-
da in March, 1989, on narcotics charges, following testimony before
the Grand Jury by his son' Gorman. ‘

REsponsz BY UNITED STATES TO LEHDER PROBLEM

A Subc‘ommitte_e staff review of the pertinent cable traffic from
the Embasgy during the relevant period shows that the U.S. Em-
bassy continuously protested to the Bahamian government about
the Norman’s Cay problem and routinely cabled Washington about
the scope of the problem in the early 1980’s. ,

Th?se cable.s led to a 1982 meeting between Vice President Bugh,
Admiral Daniel Murphy and Bahamian Prime Minister Pindling,
at which the Norman’s Cay problem ‘was raised. The Vice Presi-
dent chastised the Prime Minister for what was taking place.
Dunz}g the meeting, Prime Minister Pindling was shown a comput-
er printout of C5A surveillance of Norman’s Cay and was told. that
the island resembled O'Hare Airport because of its activity.21
_ Despite this confrontation, there was no follow-up by the United
States. Instead, with the appointment of a new Ambassador,
United States-Bahamian relations focused on .base rights negotia-
tions, and the drug issue was relegated to a much lower priority.
The new Ambassador, Lev Dobriansky, stated publicly that in his
view the most important issue in United States-Bahamian relations
was the negotiation of base rights for the United States, 22 -

Law enforcement agencies and prosecutors in south Florida
noted the policy shift. These officials were attempting to obtain
State Deépartment cooperation for sting operations aimed at Baha-
mian officials, and for their efforts to extradite traffickers from the
Bahamas. These actions were met with indifference and in some

_cases hostility from the Ambassddor.23 =~ - B

On September 5, 1983, NBC “Nightly News” exposed the Nor-
man’s Cay scandal and directly atcused the Bahamian government
of complicity in allowing Lehder’s operations to continue. The NBC
broadcast and the resulting outcry in'the Bahamas led to the estab-
lishment of a Royal Commission of Inquiry to probe drug traffick-
ing and drug-related corruption in the Bahamas. The Inquiry
report led to the resignation of two cabinet officials and the pros-
ecution, but later-acquittal, of some police officials. The operation
on Norman’s Cay came to an end and Lehder returned to Colom-
bla-.; :None: of these events changed therole of the Bahamas as a
major transit point for cocaine traffickers or diminished the cor
ruption within the Bahamian government. : : -
. Subcommitiee hearings on the issue and a debate on decertifica-
tion of the Bahamas for failure fully to.cooperate with the United
States on drug enforcement issues generated renewed ‘concern, and
narcotics agait became a major priority of the Embassy. :

20 Thid, p. 36,
21 Subcommittee testimony of Admiral Daniel Murphy, July 14, 1 . =
22 NBG, Browionst, Marchyl& Adm urphy, July 988, Part 4, pp. 259-260.
23 Subcommittee testimony of Richard Gregorie, July 12, 1988, Part 4, pp. 160-161.
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- ExTENT oF BAHAMIAN CorRUPTION TODAY

The State Department’s annual report on international narcctics
control details the degree to which corruption remains today an es-
sential element of the Bahamas' status as 4 major drug fransit
country. ) . ,

According to the 1988 report, the Bahamas still is experiencing
“systematic corruption, which continues to miake the Bahamas at-
tractive to drug traffickers.” 2¢ The report notes that investigations
into official corraption appear to be limited to low-level enforce-
ment officers and fail to deal at all with higher-level corruption.
Even when corruption is found, suspected law enforcement or mili-
tary persornel are not normally charged or tried in court for their
offenses. Instead, they are merely forced to retire.2®

Other evidence of the continuing problem with official corruption
in-the Bahamas is the re-nomination of George Smith and Kendall
Nottage for parliamentary seats by the Progressive Liberal Party.
Both won their seats despite the fact that they were identified in
the 1984 Commission of Inquiry Report as being involved in narcot-
icsrelated corruption.2® Notiage was indicted March 29, 1989 by a
Boston federal grand jury on narcotics money laundering charges.
. Although the Bahamian government passed a comprehensive
drug law in January 1987,.which includes a provision for the “ret-
roactive confiscation of narcotics derived assets,” no arrests or
prosecutions under the new act took place in the year following its
enactrment.2? In 1988, only one person, 2 Bahamian policeman, was
convicted under this provision.2® The March 1989 report stated
that “narcotics related corruption contindes to be a problem,
making the country attractive to drug traffickers.” 29

Similarly, extradition of drug traffickers remains a serious. prob-

lem. The United States has for more than three years sought extra-
dition of Nigel Bowe, a Bahamian lawyer with strong ties to the
PLP and the Bahamian government. To date, the Bahamians con-
tinue to stall his extradition.5? :
" .The Bahamian response to the U.S. on the Bowe extradition
issue has been,inadequate at best. Bahamian officials argue that
Bowe is a rich man and using the best legal talent in the country
to delay extradition. What that explanation fails to address is the
question of why the Bahamians themselves have not investigated
Bowe's activities. U.S. law enforcement authorifies believe Bowe
has played a key role in organizing smuggling throughout .the Car-
ibbean—a matter which should be of some interest to the Baha-
mian authorities if they are indeed concerned.with cooperating .
with the U.8. in the war on drugs. ' :

Nevertheless, the United States has continued to certify the. Ba-
hamas ag providing “full cooperation” in fighting the war on drugs.
The United States hag done so on the ground that the Bahamas

24 Iniernational Narcotics Control Strategy Report.
&5 Department of State, March 1988 p. 1561.

26 Thid.
i
id.
28 Thid, %’3 154-155.
30 INCSR, Department of State, March 1989, p. 123.
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has taken adequate steps on its own te control drug production
trafficking and money laundering. | gP ’

Asgistant Secretary of State for Narcotics Matters Barbara Ann
Wrobleski testified that the “baseline issue” in determining wheth-
er to certify a country was whether there is “corruption to such an
extent that it has gotten in the way of cooperation.” 31

"The record developed by the Subcothittee, as well as the State
Department’s own International Narcotics Control Strategy Report,
document. that corruption in the Bahamas continues fo be the
major obstacle to cooperation. . o

-BamaMas Serxs To INFLUENCE U.S. POLICYMAKERS

In 1985, the increased public attention to the role of the Bahsa-
mas as a bage for drug smuggling led that government to seek the
advice of a U.S. public relations firm. The firm; Black, Manafort,
and Stone, submitied a memorandum to the Bahamian officials
suggesting that it could sell the United States government on the
importance of the Bahamas to U.S. security. In that memocrandum,
Black, Manafort suggesied that public attention be focused on the
demarid side of-the drug issue, thus diverting attention from the
narcoticselated problems on the - islands.- The -Black:Manafort
principal assigned to the matter; Matthew Freedman, was a former
senior State Department official who had handled narcotics
igsues. 32 ' ’ 5 ' ' hd '

- Shortgl’y after the 1984 U.S. election, Black-Manafort advised the
Bahamian government that “perception by ‘Offi¢ial’- Washington
will frequently drive the realities which will affect . . . policy deci-
sions. In this regard; the Governiment of the Bahamas is operating
in a négatively charged atmosphere.” 83 - - v ‘

" Aceording to Black-Manafort, the Departinent of State and the
Department of Defense wished to maintain a “solid relationship”
with the Pindling Administration, but'the DEA and the Depart-
ment of the Treasury were “active critics.” According to-the memo-
randum, political critics of the Pindling government had been
“sowing the seeds that the Government of'the Bahamas is a nation
for sale, inviting drug czars to'use the banking system, that govern-
ment officials are participating in the 'drug trafficking, that the
Pindling Administration is about to collapse and much more.” 3% -

Black-Manafort advised the Babamian government that it
nieeded to lobby both the Executive and Congressional branches of
the United States government, beginhing with the National Securi-
ty Counicil to mobilize political support for the Bahamas and to
focus the Departments of Defense and State 50 as to “affect Treas-
ury and Justice policy.” The memo went on to suggest that the per-
gonal relationships between then Secretary of Defense Weinberger
and then Attorney General Meese could be used to redefine the pri-
orities of the U.S. in its dealings with the Bahamas.?% Black-Mana-

21 Thid, p. 122

22 ISbe_tf‘luri‘l:}:14 and Development Assistance, S. Hrg. 100-361, Part 2, March 16, 1987, p. 48.
id, p. 44. .

:: %%].mrandum, Black, Manafort & Stone to Government of Bahamas, November, 1984,
i .
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fort was to charge the Bahamas $800,000 per year for representing
them on these matters, and the firm was ultimately retained by
the Bahamian government.3% . - ,

In addition, a former coordinator of the South Florida Drug Task

Force, Admiral Daniel Murphy, who participated in the previously
mentioned 1982 meeting with Prime Minister Pindling, testified
that he solicited the Bahamas as a client for his consulting firm,
Gray and Company. He was unsuccessful.*?
. The role of the U.S. consnultants raises troubling questions about
conflict of interest. Narcotics. issues are indeed “national security
issues.” The Subcommittee believes it is not in the interest of the
United States to have former government officials, whether from
the Congress or the Executive Branch, who held policy positions
dealing with narcotics law enforcement, to use the knowledge they
have obtained to work for a foreign government whose officials are
implicated, either-directly, or indirectly, in the drug trade.

. BAHAMAN“‘COQPERAT;ON”
Shortly after the Bahamian government retained U.S. public re-

lations consultants, it suddenly 'began cooperating on some drug
jssues on the advice of its consultants. For instance, the govern-

ment allowed the installation of an aerostat radar, set up joint-air

- and naval operations and -allowed U.S. authorities to enter Baha-

mian territory in hot pursuit of drug traffickers. Yet the coopera-
tion remained far from complete. For example, the government
continued: t6 allow foreign nationals arrested for drug smuggling
leave the country after posting bail, and continued to make it diffi-
c(:iumlf fosr J1.8. authorities to- participate in the destruction of seized
5,38 T L - '
- The Bahamian willingness to cooperate with interdiction efforts
has created a pro-Bahamian constituency-in interdiction-related
agencies ‘such. as the Customs Service. But the increased level of
interdiction. cooperation has neither cut the amount of cocaine
coming into the United States from the Bahamas, nor has it led to
the destruction of the major smuggling organizations. Indeed, as
Deputy Assistant Secretary of State for Inter-U.S. Affairs Richard
Holwill noted,. . . . notwithstanding the cooperation, there has
been arv increase in trafficking.” 3° The Assistant Secretary of
State for International Narcotics Matters and the Administrator of
the DEA acknowledged that the Bahamas remains a significant
transshipment point.*° : B :
, E , CONCLUSIONS  °© - :
The case of the Bahamas illustrates many of the failings of
United States foreign policy as it relates to narcotics: )
‘1. Policy was made at the Embassy level with little apparent
interagency coordination.” When ambassadors changed; and U.S.
anti-drug efforts in:connection with the Bahamas diminished, the

26 Ihid. .

37 Thid. . : -

38 Foreign Agent Registrations maintained by Secretary of the Senate, 1985-1988,
59 Murphy testitony, pp. 265-264,

40 Syheommittee testimony of Richard Helwill, July 11, 1988, Part 4, p. 61.
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decteased. attention to the problein went largely unnoticed i
Waghington, : P ;AR um e
_2. There was not any coordinated follow-up to strong initiatives.
The Vice President’s meéting Wwith Prime Minister Pindling was
followed by a foursyear hiatus before significant pressuré was ex-
erted on thé Bahamian Governmeént relatiye to the drug fssue, |

8. The Administration did not regdrd the Embassy in the Baha-
mas as an important post betduse of the country’s location, size
and- political system. Mr. George Antippas refhained ag the Charge
for more than two years before a new._Ambassador was appointed.
His replacément had little experience in Caribbean affairs and did
not exhibit any feeling for the importance of ‘the-drug issue. The
currenit Ambassador has demonstrated an- understariding of thé
drug issue, and has elevated this issue to the top of the U.S-Baka-
mian bilateral agenda. h ) - -

4. There was little or no direct coordination between the U.S. At-
torneys in Florida and the Embassy in Nassau. The lack of coordi-
nation led law enforcement officials to believe that there was little
point in pursuing cases against Bahamian citizens or ‘government
officials because they would get little-'support from ‘the State De-
partment.on extradition or operational matters. . - - . "

Today, some of these' factors have :changed. The 17.S. government
appears to have recognized the significance.of the threat posed by
the continued -use of the Bahamas as the most significant transit
point for illegal drugs coming into the.United States. There are
some areas,.such as in the arrest and deportation of drug traffick-
ers found smuggling through pre-clearance procedures, in which
the Bahamian governmeént is now cooperating with the 1.8, .

Yet the Bahamas continues to be the major transit point for co-
caliie and marijuana coming into the U'S. Even though laws have
been -enactéd to ‘allow seizure of -drug-related assets, no'stch sei-
zures have taken place: Few; if “dny, drug traffickers arrested in the
Bahamaé are convicted and jailed. The result: Suggests to “rhany
that the Government of the Bahamas is not sincere; but engaged in
a'rdther cynical exercise to placate the United States. -

For-this reason, one’of thé- most imiportant issues in Uniited
States-Bahamiah drug cooperation is extradition, especially of pet-
sons indicted in the’ United States who have alleged ties to Bahs:
mian government officials: © ~ ‘ R

In the past, the U.S. ‘Customs Service has expressed somie con-
cern over the granting of pre-clearance privileges to other coun-
tries. Customs’ officials have argued that the United States stands
to lose control over the disposition of individuals ‘charged with
crimes and artested in-a foreign ‘country with which we have such
agreements, particularly:if there-have been historical problems as-
sociated with extradition. Customs has ‘expressed the concern that
some individuals who otherwise would have been arrested . upon
reaching the U.S. may escape punishment following an arrest in
such a country.

The State Department has argued, however, that pre-clearance
can serve the useful purpose of alerting U.S. law enforcement au-
thorities that an individual charged with crimes will be entering
the U.S. on a specific date, time and place. This advance intelli-

gence can be used to ensure that arrests are made snce the individ-
val reaches his or her destination in the United States.

The pre‘clearance agreement with the United States is very im-
portant to the Bahamian tourist industry. The Subcommittee be-
lieves that a thorough review needs to be undertaken regarding
this agreement, to determine whether on the whole it has reduced
the flow of narcotics to the United States from the Bahamas, or
has allowed narcotics traffickers to escape punishment. If the bene-
fits do not outweigh the costs, the U.S. should announce our intent
to terminate this agreement within one year unless substantial
progress is made in resolving these problems. In addition, thé Sub-
committee, believes the President should retain, as an optional
sanction, the ability to terminate any nation that has customs pre-
clearance if it is determined the nation does not fully cooperate
with the U.S. in the war on drugs.

ArrPENDIX: DENIAL OF REQUEST ‘FOR DECLASSIFICATION

In this Chapter, there are five references to news media reports
on the Bahamas which are used to document the role of the Baha-
mas in the narcotics trade. On December 1, 1988, Senator Clai-
borne Pell, Chairman of the Committee on Foreign Relations,
wrote the Department of State requesting the declassification of 11
U.S. Government documents which corroborate these news ao-

-counts. On December 27, 1988, Chairman Pell was notified in writ-

ing by the Department of State that the_ declassification request
had beeh denied. The one document which the State Department
did not obejct to declassifying was a September 5, 1983, transcript
found in their files of an NBC Nightly News program entitled “The
Navy and the Bahamas.” The Subcommittee believes strongly that
disclosure-of all 11 documents is in the public interest to facilitate
public understanding of official responses to the war on drugs. The
State Department response of December 27," 1938, and the Septem-
ber 5, 1983, NBC transcript are included as appendixes at the end
of this section. .

.S, DEPARTMENT OF STATE,
: Washington, DC, December 27, 1988,
Hon. Cramorne Prry, o ]
Chairman, Commiittee on Foreign, Relations, -
U.S. Senate, Washington, DC. . _ : :

Dear Me. CaarrMaN: I am replying to the request to the Department of Decem-
ber 1, 1988, that it review for declassification 11 documents which were transmitted
at that timre. Concurrently, the Departiment was requested to retrieve on additional
document from its files and to review it alse for declassification.

After careful review and consideration, we find that we have no objection tothe _
declassification and release of document No. 1. )

We have no objection to the release in part of documents Nos. 7, 10 and 11. Those
portions that must be withheld are bracketed in inlk. In all cases where material has
been excised, the relevant subsections of Executive Order 12356, Section 1.8(a)(3) and
(5) are noted in the margin. We believe that despite the passage of time, the prema-
ture disclosure of this material would have an adverse effect on sensitive issues in
United States relations with The Bahamas. It contains foreign government informa-
tion provided in confidence and confidential US Government assessment and recom.
mendations. :

Documents Nos. 2, 3, 4, 5, 6 and 8 must be withheld in full. Documents Nos, 2, 4,
5, 6, and 8 are essentially compriged of sensitive material, the disclosure of which
could adversely affect our hilateral relations with the Government of the Bahamas,
These documents contain foreign government information provided in confidence as
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well as confidential US assessment and recommendations. In addition, document
No. 8 wholly and documents. Nos. 5 and 6 concurrently, are comprised of delibera-
tive material which must be withheld under Section (b)(5) of the Freedom of Infor-
mation Act (Title 5 USC Section 552) as comprising inter-agency or intra-agency
cogiglnunjcations exempt from disclosure under the deliberative process or similar
privilege, . . .

We believe that the Department of Justice has significant equities in two docu-
ments, Nos, 9 and 12, which we believe tontain sensitive material, the disclosure of
which could be injurious to our relations with the Bahawas, As above, these doeu-
ments contain foreign government information provided in confidence as well ag
confidential US government assessment. Therefore, the Department of Justice
should be asked to review this material. We have written the relevant subsections of
E.0. 12356, Section 1.3(2)(8) and (5) in the margin adjacent to the sefsitive material.

I understand that officers of the Department ate in diredt cortact with your staff
concerning this review. Alternatively, if you have any further questions, please con-
tacé Mr. Frederick Smith, Jr. of our Burean of Administration on 647-2207. .

With best wishes, .

Sincerely, ] !
J. Epwarn Fox,
Assistant Secretary Legislative Affairs.

Enclostires: Documents Nos. 1 through 12

L - .. [Memorandum]
To: Department of Defenige: Attention: Ms. Helen Young. -

Program: NBC Nightly News, WRC-TV:NBC Network.

Date: Séptember 5, 1983, 7 p.m., Washihgton, DC, .

Subject: The Navy and Bahamas. o ’

Tom Brokaw. Robert Vesto is Afnerican’s most notorious fugitive, For years law
enforcement officials have been trying to nail him on a variety of charges, most of
tl-;eﬁ rﬁelgt‘ed to the disappearance of millions of dollars from. a company that Vesco
controlled. . . . .

. Tonight in this Special Segment, Brian Ross describes how Vesco continues to live
his life on the lam in luxury, now in thé Bahamas, where the Vesto connection da
powerful and illegal. ’ . L : LT et

Brian Ross. For more than four years now, this beautifil, seldom visited island in
the Bahamas, just 200 miles from the Florida coast has been the base for one of the
biggest drug smuggling operations in the world. o -

- “The island is‘called Norman’s Cay, and here,'in the middle of nowheres a SIUg-
gler’s dream. Refrigerated. haniars store tons and tons of ‘copaine -and.a million
dollar paved runway long encngh to handle jet planes, o . :

ig is the man who dreameq the smuggler's dream, the man at the top of the
Norman’s Cay smuggling operation: Robert Vesco; the aecused Wall Stéeet inagter
swindler who fled the United States ten years ago and is now said to have made
millions of dollars in the drog business in the Bahamas since the late seventies,
when these pictures were taken,

Man. He roams the sireets freely, usnally with not more than two bodvguards.

Ross. This Florida drug agent worked undercover in the Bahamas. - - :

Max. Mr. Vesco was involved very heavily in the cocaine traffic, he was a major
finandier, he provided some of the muscle, protection for different groups’ of smug-
glers and that hig—the ‘majority of his empire was being held together by money
that he was making from pareotics smuggling, : . -

Ross. Federal agents have been following the Vesco drug business for at least two
years, This seized freighter is just one of dozens of boats and airplanes that agents
say Vesco has used to smuggle cocaine and marijuand info the United States.

Authorities say Vesco’s Colombian cocaine supplier is thiz man, Carlos Lehder,
like Vesco a fugitive from American justice. e

But Federal authorities say that even with all they know about Vesco’s drug busi-
negs, the ships, his Colombian connection, his igland drug bust; even knowing all
that, they haven’t been able to stop him. - o

Seconp MaN. Law abiding Christians——

[Crowd reaction.] - : :

Ross. American authorities say Vesco is just too well protected in the Bahamas by
some of the leaders of the ruling party, thé PLP, the Progressive Liberal Party,

A Justice Departmerit intellizence report says a Vesco associate has been, “alleg-
edly paying appmxzmately $100,000 per month in Rahamian officials, including
Prime Minister,”. - 8 :

Mr. Prime Minister, cafi we talk to you? :
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Prime Minister Lynden Pindling declined to be interviewed by NBC News about
allegations of corruption in his government. . . ‘

In public; as at this rally last weelk, some of the very Bahamian officials suspected
of being involved in'drug. corruption with Vesco and others, speak boldly against

S, .

‘Iu‘grmn Man. T say crime and drugs is frustrating our positive image in the coun-

try. ’

r{{oss. This is Kendal Nottage a member of the Bahamian parliament and 2 cabi-
net minister. NBC News has learned that this summer, the FBI was actually
making plans to try to arrested Nottage as part of a big Federal effort to crack
down on the drug business. ] ) .

The plan was like ABSCAM. To get Nottage on a private yacht just outside Baha-
mian waters; to get him to take a bribe with hidden cameras rolling. But the plan
was blocked at the American embassy in Nassau, .

- Ambassador LEv E. Dopr1awsky. I've stopped it.

Rogs. United States Ambassador Lev Dobriansky says one of the reasons he
stopped the FBI investigation was that it might upset delicate negotiaiions with the

ahamians over a US Navy submarine testing base in the Bahamas.

Ambassador Doeriansky. This could be very embarrassing—it could—naturally
would be—and it could be very destabilizing. When you look at the total picture: 1
mean our relations with the Bahamas Is not solely in the drug area, there are many
other things which, over the long pull will be more important than the drug.

Ross. Federal anthorities say 70 percent of the cocaine and marijuana coming into
this country is coiming through the Bahamas.

Fourta Man. South Florida is not rid of all of it yet, not as long as we have the
Bahamas over there. i :

Ross. - Police in Florida are making dozens of drug arrests every day but the
supply of cocaine hasn't gone down, it’s gone up. And it’s gone up because of the
wide open operation of drug bases like this one on N orman’s Cay, run by American
fugitive Robert Veseo, said to be protected by.Bahamian officials and tolerated by
American diplomats more concerned with the Navy bases in the Bahamas than

drug bases in the Bahamas.
Brian Ross, NBC News, in the Bahamas.
COLOMBIA
InTrRODUCTION

Colombia is the oldest democracy in Latin America and, until re-
cently, has enjoyed one of the continent’s most buoyant economies.
However, as previously noted, Colombia’s economic and political
future is being threatened by narcotics trafficking organizations
known as cartels. ,

General Gorman aptly characterized the state of affairs in Co-
lombia today when in testimony before the Subcommittee he
stated, “the narcotrafficking organizations . . . through bribery, ex-
tortion, and intimidation, . . . became better informed and more
politically powerful . . . than the government.” !

- While there are dozens of drug trafficking organizations in Co-
lombia, two cartels, the Medellin and the Cali, dominate the illegal
narcotics trade. They have transformed the cultivation, processing
and distribution of cocaine from a small business into a powerful,”
vertically integrated, multinational industry. Their political and
economic influence is felt not only in Colombia, but throughout
Latin Arnerica. What they cannot buy, they take, often using vio-
lent means to achieve their goals.

The Subcommittee recéived testimony from several witnesses- ~
who stated that the cartels are not driven by any ideology, but
view themselves as nothing more than businessmen. They favor po-

! Subcommittee testimony of General Paul Gorman, Part 2 Feb. 8, 1988, p, 31.
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litical stability, but in the context of a government ovér which they
exercise control. In Colombia, democracy siill exists, but many of
its institutions have been reduced to near impotency. The Colombi-
an judicial system, for instance, has been effectively neutralized as
the government has proven incapable of arresting or prosecuting
gl:etmajor traffickers, much less extraditing them to the United
ates. : ’ = .
In many respects; Colombia is the country that holds a key to the
future of cocaine trafficking in this hemisphere. As Colombian nar-
cotics trafficking has increased, and the violénce and corruption in
that country have worsened, there have been differences in the
T_I.S. government as to the appropriate strategy to pursue.”These
differénces have undermined anti-iarcotics policy in that country.
Testifying before the Subcommittee, General Paul Gorman, the
former head of the U.S. Southern Command, detailed shortcomings
in U.S. narcotics policy as it related t6 Colombid. Gorman made
four points: , o . S
Firs’l_s, we have been promising the Colombians material -
help since 1983. We have simply not délivered. Whether -
that help is radars or modern helicopters or actionable in-. -
telligence, the rhetoric of the United States has consistent- -
ly outrun its performance.” oo o
Second, we have reached for short-term measures, in
effect, apply Band-Aids to what is a massive social trauma.
We have not sought to devise with the Colombians a long- :
term comprehensive strategy for dealing with the rafco-
traffickers, one which would draw upon the respective
strengths of both countries.
Third, we have failed to bring American technology to
. bear, either for short-term tactical advantage or for longer
" .range developments which might promise a decisive strate-
gic defeat for thé narcotraficantes. : :
And four, the U.S. has failed to engage the capabilities
~ of the Colombian Armed Forces.2 ' o
Gorman characterized U.S. efforts in dealing with the Colombi-
ans on this problem as having been “halfhearted.” 8

OriGINg oF NarcoTics TRAFFICEING N COLOMEIA .

During this decade Colombia has gained the infamous reputation
as the preeminent country in Latin America associated with co-
caine trafficking. Ironically, however, Colombia became. a center
for global drug trafficking as a result of the trade in marijuana.

The cultivation of marijuana was introduced to Colombia by Pan-
amanian growers around the turn of the century. However, it was
not grown in any significant quantities untjl demand.in the United
States mushroomed during the 1960’s. By the middle of the 1970’s
Colombia had emerged as a major marijuana supplier to the
United States and by the end of the decade had actually supplant-
ed Mexico as the chief source for marijuana worldwide.% - -

ils_tl){gcoméngﬁttee testimony of General Paul Gorman, Part 2, Feb. 8, 1988, pp. 33-84.
id p. 33. ’ .
4 Bagley, Foreign Affuairs, Val. 67, No. 1, p. 78.
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With the marijuana trade came two important developments: the
Colombian narcotics trade became a multimillion dollar industry
and a criminal narcotics infrastructure was established in both Co-
lombia and the United States. The Subcommitiee received testimo-
ny from convicted marijuana smuggler Leigh Ritch that clearly il-
lustrated both of these developments.®

Leigh Ritch began his criminal career in 1969 by unloading bales
of marijuana from Colombian drug boats that docked in west Flori-
da. He was nineteen years old and making between “five and ten
thousand dollars, only”’—a night. By the late 1970’s Ritch employed
dozens of people and was using his own sailboat to smuggle mari-
juana valued at some $40 million a shipment. At the time he was
arrested in 1986, Ritch had a barge ready to leave Colombia that
was loaded with more than one million pounds of marijuana and
valued at between “$300 and $400 million.” ¢ Ritch had profited
enormously from the marijuana trade, but his profits never ap-
proached those made by major Colombian criminals in the cocaine
industry. .

Coca, the base for cocaine, traditionally was grown and used by
Colombian natives for generations, but was not produced for export
until the late 1960°s when a small Cuban-American criminal orga-
nization in Miami began fo smuggle the drug into the United
States. The cocaine was transported from Colombia to Florida by
individuals known as “mules” who carried a few kilograms at a
time with their personal belongings on commercial airlines.

This small scale smuggling of cocaine into the United States
became a major enterprise in the 1970’s when a group of Colomibi-
ans including, Pablo Escobar, Jorge Luis Ochoa Vasquez and Carlos
Lehder, seized comtrol of the existing cocaine distribution nétworks
during a period of violent confrontation known as the “Cocaine
Wars.” 7 The Colombians organized their own distribution system
and began to ship cocaine in bulk to the United States. By the late
1970’s they had established criminal organizations in both Colom-
bia and the United States. However, it was not until 1982, when
faced with a threat from Colombia’s most powerful terrorist organi-
zation, the M=19, that the various Colombian cocaine organizations
banded together to from the world’s most powerful drug trafficking
organization, the Medellin Cartel.

- Owagin oF THE CARTELS

In 1980, the M-19, which began as a fiercely Marxist revolution-
ary and terrorist movement inside Colombia, undertook a series of
kidnappings of wealthy individuals who were them held for
ransom. Two years later M—19 kidnapped a member of the Ochoa
family, one of the leading criminal families in Colombia.®

In response to the kidnapping, Jorge Ochoa, the family leader,
called a rheeting of the drug kingpins at his restaurant on the out-
skirts of Medellin, Colombia. Each drug kingpin who attended the

5 Ritch is serving a 30 year sentence without parole in a Federal prison for directing a crimi-
nal enterprise,

& Teigh Ritch testimony, Feb. 8, 1988, p. 63.

7 Foreign-Affairs, Vol. 67, No. 1, p. T4 B

8 Subcommittee testimony of Ramon Millian Rodriguez, Part 2, Feb. 11, 1888 p. 248
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meeting reportedly contributed $7 million to create an organization
called “Death to Kidnappers” or-MAS, which-was dedicated to
ending left-wing kidnappings and extortion. As described by Milian
Rodriguez, the cartel wanted to “get rid of a threat both politically
and economically. You must remember M-19 is Marxist Leninist in
ideology and the cartel is a capitalist enterprise.” ¢ : ,
The newly formed drug trafficking organization, which came to
be called the Medellin Cartel, raised a 2,000 man army -and
equipped -it with autematic weapons. This army subsequently en-

gaged.the revolutionaries in a bloody war, and won a decisive victo- -

Ty.1¢ Milian Rodriguez testified that “not only were the M-19
killed brutally, but the brutality was made public . . . the victims
were hung up from trees, they were disembowled, with signs on
them to discourage the population from cooperating with them.” 11

When the violence subsided, the victorious cartel forged an alli-
ance with the defeated remnants of the M-19. As a result, the M-
19 had become an enforcement mechanism for the Cartel, using its
soldiers to protect narcotics shipments and intimidate the Colombi-
an government. In return for providihg these services, the M-19 re-
ceives money and weapons from the Cartel. 12 : _

The war with M-19 also resulted in a loose alliance of the key
leaders of .the drug trade in Colombia. Afier the war, when prob-
lems-arose for the drug industry, the individual traffickers met to
work out solutions. For example, one witness described a meeting
of the trafficking organizations to discuss the problem of extradi-
tion to the United States. According to the witness, the leaders of
the drug trade discussed the possibility of approaching officials in
the U.S. Government to negotiate the issue.?3 . }

. Cooperation among the trafficking organizations has even been
extended to risk-sharing associated -with drug shipments sent to the
United States.-As the International Narcoties -Control’ Strategy
Report says, “shipments appear to belong to several organizations.
‘This avoids sending half empty planes or boats, and, more. impor-
tantly, immunizes individuals in the event of seizure. It is reported-
ly now possible to insure a load against seizure.”’14 ,

As cooperation among the Colombian drug organizations in-
creased, so did the production of coeaine. For example, in Florida,
in the spring of 1982, Customs officials at Miami International Air-
port discovered 3,906 pounds of cocaine—more than four times the
previous record seizure. That seizure, despite its size, did not drive
up the price of cocaine on the streets, suggesting that the flow had

not'been interrupted in any meaningful way.
' "~ ORGANIZATION AND WEALTH

_ The cartels became in essence, fver!_:icallj integrated businesses,
controlling anywhere from 60% to 80%. of all the cocaine coming
into the United States. The Medellin Cartel, in particular, perfect-

2 Ibid, p. 248.

18 Foreign Affairs, Vol. 67, No. 1, p. 76.

11 Subcommittee testimony of Ramon Milian-Rodriguez, Part:2; Feb, 11, 1588 p. 249,

t2 Subcommittee testimony of Richard Gregorie, July 12, 1988, pg. 130. B

33 Closed Subeommittee testimony of Miami Lawyer, April 6, lsg& p. 84. .
91“ International Narcotics Control Strategy Report, U.S. Department of State, March 1987, p.
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ed the cocaine smuggling business into a high-tech trade based on
specialization, cooperation and mass-production. Escobar was re-

sponsible for thé production side of the business, the Ochoas han-

dled processing and transportation, and Lehder, prior to his arrest,
handled the distribution end. General Gorman characterized the
organizations as “mafia-like rings capable of very large, very com-
plex undertakings demanding significant discipline and very tight
management.” 15

One witness described how the Cartel leaders are served by an
array of “underbosses” who handle specific contract assignments.*®
Many of the underbosses made arrangements with North Ameri-
can “transportation organizations” which flew Cartel drugs to the
U.S. where the cocaine was then turned over to the Colombian dis-
tribution network in this country. Altogether, law enforcement
sources estimate that the erganizations have more than 8,000 mem-
bers.l7 . - '

This eémplex and elaborate organization earns an estimated $8
billion for the cartels each year. Forbes Muagazine has listed Ochoa
and Escobar as among the richest men in the world.13

The cdrtels have invested these profits in vast real estate hold-
ings in both Colombia and the United States. The Miami Herald
described Hacienda Veracruz, the Ochoa family ranch in northwest
Colombia, as “so huge it encompagses several towns inside its bor-
ders between Barranquilla and Cartagena.®

In testimony before the subcommittee, a Miami lawyer who met
cartel membérs in Colombia described an enormous ranch with
many theusand head of cattle, a palatial farm house and swimming

001,20 o -
P Ramon Milian Rodriguez, who claimed to have been to the homes
and ranches of all the major cartel members, described the ranches
as “effectively pretty self-sufficient entities . . . that generate their
own électricity, . . . the only thing they need is a source of fuel.
Everything else is either grown or there are substantial supplies.”
Rodriguez testified that he had been tasked with buying animals
for a private zoo on one-of the ranches. He said, “I've imported rhi-
noceros and other weird animalg that you wouldn’t believe.” 21

Rather than being perceived as outlaws and outsiders in Colom-
bian society, the drug lords increasingly are acknowledged as the
gingle most powerful economic entity in Colombia. They own news-
papers and broadcasting companies, and one-third of their income
is invested in Colombian industry, real estate, and agriculture.
There is’ cartel involvement in over one-half of the Colombian
soccer league. Cartel leaders have passed out money to poor farm-
ers and supported Colombian charifies. Where they have not been
able to buy political influence, the cartels have resorted to violence.

15 Gorman, Part 2, p. 30.

15 Closed deposition of Carlton, December 4, 1987, pp. 146-147.

17 “America’s Cocaine Connection,” The Miami Herald, November 29, 1987, p, 28A
18 Forbes Magazine, July 25, 1988, p. 64.

19 “Kj;nerica’égCocaine Connection,” The Miami Hereld, December 2, 1987, p. GA.
20 Testimony of Miami Attorney, ibid, pp. 27-28.

21 Milian Rodriguez, Part 2, p- 183
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THE CARTEL'S WAR AGAINST THE COLOMBIAN GOVERNMENT

_In 1983, the cartels established large scale processing facilities.in
the Amazon region of Colombia at a location called Tranquilandia.
The facilities, which were discovered and dismantled by the Colom-
bian authorities in early 1984, were producing between two and
three tons of cocaine a weék. Astonishingly, the destruction of the
Tranquilandia labs did little to disrupt the cocaine trade.

The 1984 Tranquilandia raid was a direct Colombian government
challenge to the cartels’ power. In ‘the months that followed the
raid, the government tried to shut down'the cartels with an agres-
sive search arid seizure campaign. - o+ . - -

Instead of retrenching, the cartels launched an open war against
the Colombianr government. The cartels- employed the tactics they
had used in their war against the M-19; a highly visible campaign
of violence was directed at prominent Colombian officials.and crit-
ics. For example, on April 30, 1984, 50 days after the Tranguilandia
raid, assassins killed Colombian Justice Minister Rodriguez Lara
Bonilla in Bogota. Drug pilot Floyd Carltoi described in detail how
the Ochoa brothers contracted for Bonilla’s death: “. . . before they
killed this Minister of Justice in Colombia, there was, like, a kind
of blackboard, where there was a photograph of Minister Bonilla,

and everyone talked about the fact that the son-of-bitch, that guy

ha%rﬁ toﬁikiﬂed, F};at son-of-a bitch.” 22 :
e Minister of Justice is not the only Colombian to have been
brutally killed by the cartels. In 1986y"Cdl_6ne1 Jaime Ramierez
Gomez, head of the Colombian National Police’s Anti-Narcotics
Command and the man responsible for the seizure of some 27
metric tons of cocaine during a three year period, was sssassinated.
He was shot twenty-eight times in front of his wife and children,
On-December 17, 1986 Guillermo Cahu Isaaca, the crusading anti-
narcotics editor of the Bogota daily nhewspaper, El Espértador, was
assassinated-on his- way homefrom work. =~ -: S
The killings were “carried out by hired organizations:from the
Medellin slums. Yet, none of the leading cartel members have ever
been directly implicated in any of the murders, and as one U.S.
Drug Enforcement Administration official bemoaned: “There isn't
a cop-that will arrest them; there isn’t a judge that will try them;
there isn’t a jail that will hold them.” 23 -

ApEQUACY OF LEGAL AND LAW ENFORCEMENT MEASURES

" The power the cartels have exhibited and their ability to operate
safely in Colombia raises the question of whetheér the Colombian
governmetit has the capacity to challenge seriously the drug trade:
On the one hand, the casualties among Colombian law enforcement
officials, judges and government officials speak eloquently about
the sincerity of the Colombian effort. John Lawn told the Commit-
tee that he felt the Colombian police and military authorities had
been “active in the interdiction of cocaine and marijuana, as well
as cocaine essential chemical shipments,” 24 -

:2 ?]\arfé!g.[)é), ]g’art 2, p. 147, . :
a " Department of State, 1987 p. 98 and “America’s Cocsine Connection.” cami
Hereld, Decerber 5, 1951 p. 204 caine Connection,” The Miami
Lavm, p. 6.
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At the same time, the fact that the cocaine trade has grown
steadily in size and scope, and that the cocaine organizations con-
tinue to operate with impunity, suggest that the campaign of cor-
ruption and violence has taken their toll on the Colombian. govern-
ment.

The U.S. Department of State in its 1988 International Narcotics
Control Strategy report concluded that Colombia “does not vet
have a coordinated strategy to combat the traffickers, and the judi-
ciary, in particular, is virtually paralyzed.” 25 That paralysis is ex-
emplified by the problems associated with extradition of Colombian
narcotics traffickers to the United States.

What the members of the cartels fear most is extradition to the
United Statées. When the extradition treaty between the United
States and Colombia entered into force in 1982, the cartels reacted
swiftly. First, they launched a public campaign o have its constitu-
tionality tested in the courts. Second, a terrorist unit broke into
the Colombian Supreme Court building and murdered eleven sit-
ting judges. The attack, which occurred on November 6, 1985 at the
Palace of Justice in Bogota, resulted in more than 100 fatalities.
Although the attack was attributed to M-19, it was clearly related
to narcotics trafficking since those involved in the assault burned
all of the files relating to periding extradition cases. .

The United States has nevertheless twice tried to extradite Jorge
Ochoa from Colombia to the United States. Ochoa was indicted for
narcotics smuggling in 1984, U.S. Drug Enforcement Administra-
tion officials estimate that Ochoa has moved nearly gixty tons of
.cocaine into the U.S. between 1982 and 1937.

The first extradition effort was undertaken when Ochoa was ar-
rested in Spain in 1985 on drug trafficking charges. The United
States requested extradition from Spain, but Ochoa’s lawyers per-
suaded the Colombian government to file for his extradition to his
home country on the same charges. The Spanish judge decided to
.send Ochoa to Colombia where a judge released him on short order.

However, the extradition request was not pursved very aggres-
sively by the US. government. Assistant U.S. Attorney Richard
Gregorie complained about the Department of Staté’s attitude re-
garding the extradition of Ochoa frem Spain. He described his
meeting with .S, embassy officials in Madrid, noting that, “‘T deait
with a véry nice Secretary, but she was the most knowledgeable
person in the embassy as to what was going on with the extradi-
tion. . . . here is the most significant dope dealer in history, and
they've got this nice little old secretary who is the only one who
knows everything there is to know about this guy getting extradit-
ed”28 _ > 7 '

Gregorie went on t6 say that when Attorney General Meese
became involved in the case he (the Attorney General) did not re-
quest a briefing by the federal prosecutors directly involved in the
case. In addition, Meese did not debrief federal prosecutors han-
dling the case on his discussions with Spanish government offi-
cials.27 ,

z5 INCRS, 1988, p. 86.
26 .;.‘;l;ﬂacomm:ttee testimony of Richard Gregorie, Part 4, pp. 144-145.
27 i N
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In November 1987, Ochoa was arrested by the C i i
and held in custody in Colombia on a chargeyof ﬂlegzll(l);n ilﬁzapfﬁlfﬁg
bulls into the country. The U.S. then sought to have Ochoa extra-
dited v_trlthoui_: relying on the extradition treaty between the two
countries which had been declared unconstitutional by the Colom.
bian Supreme Court. The Colombians repeatedly assured U.S. offi-
cials that they wanted to extradite Ochoa to the United States but
had to find a legally and politically acceptable way to do it.

After weeks of frustratu’;g discussions in which one legal techni-
cally after another was raised, a Colombian Jjudge released Ochoa,
saying that he had served enough time in jail on the charges for
which he was arrested. The United States protested the release and
glggnglpgfgfg;a% gﬁve’rnmtfnt be%an an investigation of the judge re-

oa’s release. ' ' d’
ohon mes Eogonoa’s e. However, the damage was done and

On the U.S. side, the second attempt to extradite Ochoa from Co-

lombia was handled at the desk and regional officer level of the.

State Department for the first several weeks. The onlv indieat]

State ! * 1] . indicat;

of high level interest in the matter was a lettér frogzl Att%anig§

_lCienegaln' Meese tq’t}gﬁ g}(}l’(l).mb(iians. It was only after Ochoa was re-
ased from prison that Presideiit Reaga i he i irec

with the President of Colombia. san raissd the = Edlr ectly

* The only major trafficker to have been e'xfradité’&, from Colombia

is Carlos Lehder, who was expelled in February, 1987. H -
victed on federal racketeering charges in August of 1988 aenvgsiss (C:(:l?-

rently serving a life sentence in federal prison. The State Depart-"

ment attributed the Lehder extradition to the fact that all legal

proceedings in the case were completed before the Colombian Su-

preme Court ruleéd the extradition treaty was unconstitutional
Throughout the drug world, however, i_t"‘Jirs widely Beﬁzggglﬁ:lllglf
Lehder was extradited because his fellow' drug dealers viewed him
as a lability, and wanted him out of thé business. Lehder’s col-
leagues felt he was talking too much, using cocaine heavily, and
that his actions were attracting too much public attention 25 Ac-
cording to these sources, the cartels let the Colombian government
know they would not objeét ‘to his extradition. : o
. The extradition problems in Colombia have pointed up the signif-
fcant and more generic problems of government corruption in that
country. John Lawn, DEA Administrator, testified that ‘““hdivid
uals who cannot be corrupted are given the option of silvér or lead
gnd Jjudges in quombu?. are given that Particular option—that is
take the money or be killed—even those good individuals in today’s
enIvlirdgnﬁneglt fixsad bthei:ns"elvescorrupted.” 2¢ - -

. ed, the Subcommittee was told that many Colombi fi-
clals had sold out to the cartels: For example, Iﬁaigh thclﬁofli;ﬁi
the Colombian law enforcemernt non-existent, “. . . you could Toad
right at the dock in certain cities where the loading ‘Would take
7pl:15:_fie_,_§pg k'xlxtow :::11 city, or pay terminal . . 780 i

Lroyd Carlton described how the murder of Justice Ministes -
nilla was actually coordinated with individuals inside thenlﬁit;irsﬁ]i;;
s Closed session testimony of Roman Milian Rodriguez, June 25, 1987, p. 84,

29 Y, Part 4, p. 42.
30 Ritch, Part 2, p. 63,
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“I'm there with Jdorge, Fabio [Ochoa brothers], both of them. . . .
and suddenly, I heard a conversation in which right—apparently -
right from the ministry, offices of these people, information was
being given to them. Apparently, they knew that this gentleman
was going to leave the position of ambassador, and he was going to
g0 somewhere elge.” 81 , '

CoNCLUSIONS |

The Colombian drug cartels have succeeded, at least for the time
being, in securing their havens of operations @gainst government
attempts to crush their activities. Using violence and bribery, they
have made it all but impoggible for the Colombian government to
arrest and prosecute them.

The United States has not devoted the necessary resources to law
enforcement intelligence gathering. The cartel, as General Gorman
has pointed out, has better equipment than the U.S. Air Force.
General Gorman festified that “they use satellite radios. They have
encryption devices and voice privacy mechanisms.” 32

Perhaps the most effective weapon that the United States had
against the cartel was the extradition treaty with Colombia. Extra-
dition to the Unifted States might cause serious damage to the co-
caine trade, but the cartels have been most effective in preventing
gerious consideration of that solutiorr within Colombia.

Moreover, extraditing major narcotics traffickers from Colombia
and most other countries may well have become further complicat-
ed by the death penalty provision in the 1988 omnibus drug bill.

* According to Assistant United States Attorney Richard Gregorie,

most countries, including Colombia, will not extradite one of their
citizens if that individual might face the death penalty in the re-
guesting country. Gregorie testified before the Subcommittee that
for thig reason he thought the death penalty was “counterproduc-
tive” to bringing the drug lords to justice.??

There is contradictory evidence over the amount of narcotics as-
sistance that the United States has provided to Colombia. The

" State Department claims to have given Colombia substantial assist-
ance with which to wage the war on drugs.

However, according to General Gorman: “We have been proris-
ing the Colombians material help since 1983. We simply have not
delivered. Whether that help is radars or modern helicopters or ac-
tionable intelligence, the rhetoric of the United States has consist-
ently outrun its performance.” 3¢

Based on testimony, there are areas in which the United States
can help Colombia fight against the cartels. These include an in-
crease in gpecialized assistance in communications and training for
anti-narcotics police. General Gorman suggested that the United
States should strengthen efforts to work with the elements of the
Colombian military and the police who have shown that they are
willing to take on the drug traifickers. -

81 Carlton Deposition, ibid., p. 147.
42 Gorman, Part 2, p. 81,
33 Gregorie, Part 4, p. 169,
34 Gorman, Part 2, p. 38.
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Finally, economic coﬁditions, in Colombia demand T.S. g’ox‘ﬁé,rn—

ment gttention. The cartels’ stature and powér Has been stréngth-—

ened by their offer to pay off the government’s $10 billioni extérnal
debt, and by pumping billions of dollars,into the depressed Colom-
biah economy. U.S. efforts could offset the cartel’s position by
working with members of the Colombian government on debt relief
solutions and long term economic development schemes. As in so

many Central and South American nations, deteriorating economic

conditions foster opportunities for subversion of democratic institu-

tions and policies.

Pace Lery INTENTIONALLY Brank
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NARCOTICS TRAFFICKERS AND THE CONTRAS

I INTrODUCTION

The initial Committee investigation into the international drug
trade, which began in April, 1986, focused on allegations that Sena-
tor John F. Kerry had received of illegal gun-running and narcotics
trafficking associated with the Contra war against Nicaragua.

As the Committee proceeded with its investigation, significant in-
formation began surfacing concerning the operations of interna-
tional narcotics traffickers, particularly relating to the Colombian-
based cocaine cartels. As a result, the decision was made to incor-
porate the Contra-related allegations into a broader investigation
concerning the relationship between foreign policy, narcotics traf-
ficking and law enforcement.

While the contra/drug question was not the primary focus of the
investigation, the Subcommittee uncovered considerable evidence
relating to the Contra network which substantiated many of the
initial allegations laid out before the Committee in the Spring of
1986. On the basis of this evidence, it is clear that individuals who
provided support for the Contras were involved in drug trafficking,
the supply network of the Contras was used by drug trafficking or-
ganizations, and elements of the Contras themselves knowingly re-
ceived financial and material assistance from drug traffickers. In
each case, one or another agency of the U.S. government had infor-
mation regarding the involvement either while it was occurring, or
immediately thereafter.

The Subcommittee found that the Contra drug links included:

—Involvement in narcotics trafficking by individuals associated
with the Contra movement.

—Participation of narcotics traffickers in Contra supply oper-
ations through business relationships with Contra organiza-
tions.

—Provision of assistance to the Contras by narcotics traffickers,
including cash, weapons, planes, pilots, air supply services and
other materials, on a voluntary basis by the traffickers.

—Payments to drug traffickers by the U.S. State Department of
funds authorized by the Congress for humanitarian assistance
to the Contras, in some cases after the traffickers had been in-
dicted by federal law enforcement agencies on drug charges, in
others while traffickers were under active investigation by
these same agencies. _

These activities were carried out in connection with Contra ac-

tivities in both Costa Rica and Honduras.

The Subcommittee found that the links that were forged between
the Contras and the drug traffickers were primarily pragmatic,
rather than ideological. The drug traffickers, who had significant
financial and material resources, needed the cover of legitimate ac-
tivity for their criminal enterprises. A trafficker like George Mo-
rales hoped to have his drug indictment dropped in return for his
financial and material support of the Contras. Others, in the words
of Marcos Aguado, Eden Pastora’s air force chief:
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. . . took advantage of the anti-communist sentiment
which existed in Central America ... . and they undoubt-
edly used it for drug trafficking.* _

While for some Contras, it was a matter of survival, for the traf-
fickers it- was just another business deal to promote and protect
their own operations.

II. Tee Executive BrancH REspoNsE To Contra/DruG CHARGES

In the wake of press accounts concerning links between the Con-
tras and drug traffickers, béginning Deceinber, 1985 with a story
by the Associated Press, both Houses of the Congress began to raise
questions aboiit the drug-related allegations associated with the
Contras, causing a review in the spring of 1986 of the allegations
by the State Department, in conjunction with the Justice Depart-
ment and relevant U.S. intelligerice agencies.

"Following that review, the State Department told the Congress
in April, 1986 that it had at that time “evidence of a limited
number of incidents in which known drug trafﬁcker’s;, tried to estab-
lish connéctions with Nicaraguan resistance groups.

According to the Department, “. . . these attempts for the most
part took place during the period when the resistance was receiv-
ing no U.S. funding and was particularly hard pressed for financial
support.” The report acknowledged that, _“._._ . dx;}lg traffickers
were attempting to exploit the desperate conditions,” in which the
Contras found themselves.? The Department had suggested that
while “individual members” of the Contra movement might have
been involved, their drug trafficking was . . . without the authori-
zation of resistance leaders.” 8 ) _

Following further press reports linking contra supply operations
to narcotics, and inquiries from the Foreign Relations Committee
to the State Department concerning these links, the State Depart-
ment issued a second statement to the Congress concerning the al-
legations on July 24, 1986. . ) ]

“In this report, the State Department said, “. . . the avaﬂab_le evi-
dence points to involvement with drug traffickers by a limited:
number of persons having various kinds of ai;ﬁllatlons with, or po-
litical s athies for, the resistance groups.”

A yeayﬁ%ter, in August 1987, the CIA’s Central American Task
Force Chief became the first U.S. official to revise that assessment
to suggest instead that the links between Contras on the Squthern
Front in Costa Rica to narcotics trafficking was in fact far broader,
than that acknowledged by the State Department in 1986.

Appearings before the Iran-Contra Committees, the CIA Central
American Task Force chief testified:

2 tt.e deposition of Marcos Aguade, Part 3, p. 285. . .

2 §§f§g§$ﬂs eﬂf eh%isconduct by the Nicaraguan Democratic Resistance,” State l?epartment
document 38079, April 16, 19%6:.3079

3 ent documen; c. . )

4 itﬂaetza%%m Drug trafficking and the Nicaraguan Democratic Resistance, State Depart-
ment document % 5136¢, July 26, 1986.”
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With respect to (drug trafficking by) the Res_istancer
Forces . . . it is not a couple of people. It is a lot of
people.s B ' o
The CIA’s Chief of the Central American Task Force went on to

We knew that everybody around Pastora was involved in
cocaine . . . His staff and friends (redacted) they ‘were
drug smugglers or involved in drug smuggling.*

The dJustice Department was slow to respond to the. alle sations
regarding links between drug traffickers and the Contras, gIn' ghe
spring of 1986, even after the State Department was_ acknowledging
there were problems with drug trafficking in association with
Contra activities on the Southern Front, the Justice” Department
was ‘adamantly denying that there' was any substance o the nar-
cotics allegations. At the time, the FBI had significant information
regarding the involvement of narcotics traffickers in Contra oper-
ations and Neutrality Act violations.? co o "

The failure of U.S. law enforcemént ’and ‘intelligence agencies to-
respond properly to allegations’ concerning criminal aétivity relat-
ing to the Contras was demonstrated’ by the handling of the Com-
mittee’s own investigation by the Justice Departruent and the CIA: .
in the spring of 1986. TR S

- Oni-May 6, 1986, a bipartisan group of Committes staff met with
representatives of the Justice Department,: FBI, DEA, CIA znd
State Department to discuss the allegations that Senator- Kerry
had received information of N eutrality Act violations, gun rinning
and drug trafficking in association with Contra organizations based
on the Southern Front in Costa Rica. ~+* - - - .~ -+ . ..

In the. .days.gleadil_xg “up to the meeting, Justice Department
spokesmen’ were stating publicly that “the-FBI had conducted -an
Inquiry into all of these charges and none of them have any sub--
stance.® At that meeting, Justice Department officials privately
contradicted the numerous public statements from the Department
that these allegations had been investigated thoroughly and were
determined to be without foundation. The Justice Department offi-
cials at t]ge meeting said the public statements by Justice were “‘in-.
accurate.” ® The dJustice officials confirmed there were ‘ongoing
Neutrality. Act investigations in connection with the allegations
raﬁed llzy Senator Kerry. L o . -

Al the -same meeting, representatives of the CIA_cate oricall
denied that the Neutrality Act violations raised by the Co%nmitteg
staff Had in fact taken place, citing classifiéd documents which the
CIA did not make available to the Committée. In fact, at the time,

the FBI had already assembled substaritial information confirming

18; I{Sag-Cont:a testimony of Central American Task Force Chief, August 5, 1987, 100-11, pp.
6 Tran Contra deposition of Central American Task Farce Chief, A dix B, V,

1230 Also North Diary page Q1704, March 26, 1984, “Pastora revesled as drug Geagors 7P 112

Cc: leSee gﬁt%mq%i‘%gégv%shgahve matf:éals released. inFBdiscovery,in US. v. Corbo and US v,

ro, SD Flori ; documenting information the FBI i yat-
tergbx;mm 1%8%—]556. ting rmation the hz?d c?llected regarding these mat- .
ational Public Radio, All Things Considered, Ma: 5,.1986, Bi 3 T,

Moy § S350 Lol hings red, May ! . ,Bﬂl Buzenberg; New York Times,

% Memeoms of May 6, 1986 meeting, Subcommittee files,
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the Neutrality Act violations, including admissions by some of the
persons involved indicating that crimes had taken place.1°

In August 1986, Senator Richard Lugar, then-Chairman of the
Committee and the ranking' member, Senator Claiborre Pell, wrote
the Justice Department requesting information on 27 individuals
and organizations associated with the contras concerning allega-
tions of their involvement in narcotics trafficking and illegal gun-
running. The Justice Department réfused to provide any informa-
tion in response t¢ this request, on the grounds that the informa-
tion remained under active investigation, and that the Committee’s
“rambling through open investigations gravely risks compromising
those efforts.” 11 )

On October &, 1988, the Subcommitiee received sworn testimony
from the Miami prosecutor handling the Neutrality and gun-run-
ning cases that he had been advised that some officials in the Jus-
ticé Departmernit had met in 1986 to discuss how “to undermine”
Senator Kerry's attempts to have hearings regarding the allega-
tions.12 C '

. The Subcommittee took a number of depositions of Justice De-
partment personnel involved in responding to the Committes inves-
tigation or in prosecuting allegations stemming from the Commit-
tee’s investigation. Each denied participating in any agreement to
obstruct or interfere with a Congressional investigation. In order to
place in their proper perspective the attempts to interfere with, or
undérmine; the Committee investigation, a lengthy chronology has
been prepared which ‘appears at appendix A of this report.

IIT. Tre Guns AND DRUG SMUGGLING INFRASTRUCTURE DEVELOPS

Covert war, insurgency -and drug trafficking frequently go hand-
in-hand without regard to ideology or sponsorship. General Paul
Gorman, testified that thé use of narcotics profits by armed resist-
ance groups was commmonplace. Gorman stated further that: “If
you want to move arms or munitions in Latin America, the estab-
lished networks are owned by the ¢artels. It has lent itself to the
purposes of terrorists;-of saboteurs, of spies, of insurgents and sub-
versions,” 13 ‘ :

DEA Assistant Administrator David Westrate said of the Nicara-

guan war:
It is true that people on both sides of thé equation (in
the Nicaraguan war) were drug traffickers, and a couple of
them were pretty signficant.4

Drug trafficking associated with revolution in Nicaragua began
during the late 1970°s with the Sandinistas attempt to overthrow
the regime of Anastasio Somoza Dehayle. At the time, the Sandi-
nistas were supported by most governments in the region. Those

10 Winer MemCom, 5/6/86; Messick MemCom, 5/6/86; Marum Memcom; 5/6/86, Committee
Files; see Iran/Contra Deposition of FBI Agent Kevin Currier, Appendix B, Vol. 8 pp. 205-2086.

i1 Foreign Relations Committee-Justice Department correspondence, August 10, 1985,

12 Subtommittee testimony of Jeffery B. Feldman, October 5, 1988, p. 24; Feldman MemCom,
November 17, 1987. .,

® Subeommittee testimony of General Paul Gorman, Part 2, February 8, 1988 p. 44.

4 Subcommittee testimony of David Westratem, Part 4, July 12, 1988, p. 144
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governments helped provide the FSLN with the money, Wea}:;ons,\

and the sanctuary they needed to overthrovw Somoza. 15 -

Costa Rica, Which has dozens of unsupervised airstrips near the
Nicaraguan border, became an important supply and staging area
for the Sandinistas. These air strips were used by Noriega and
others for shipmients of weapons to the Sandinistas.1s

Former senior Costa Rican Law enforcement officials told the
Subcommittee they were instructed to keep their narcotics investi-
gators away from the Nicdraguan border during the Sandinista

revolution. Even wheh they had received hard information about '

drigs on the aircraft delivering weapons, the officials, in éffort. to
avoid controvery regarding the. war, ignored the tips and let the
flights go.17

A number of Costa. Ricans became suppliers for the Sandinistas.

These included Jaime “Pillique” Guerra, who owned a crop dusting
service and a related aircraft support business in northern Costa
Rica. Guerra refueled and repaired the planes which came from
Panama loaded with Cuban weapons for the Sandinistas,!® Guer-
ra’s crop dusting business was excellent cover for the movement of
aviation. fuel to the dozens of remote airstrips they used without
arousing the suspicions of Costa Rican authorities.

When the Sandinista insurgency succeeded - in- 1979, smuggling
activity in northern Costa Rica did not stop. Surplus weapons origi-
nally stored in.Costa Rica for use by the Sandinistas were sold on
the black market in the region:*® gome of these weapons were
shipped to the Salvadoran rebels from. the same airstrips in the
same planes, flown by the same pilots who had previously worked
for the Sandinigtas, 29 : ' ’ :
ficking through northern Costa Rica continued as well. They said
that their police units'lacked the men, the communications equip-
ment and the transport to close down the airstrips and seize weap-
ons and drugs. 21 S ' '

Wernér Lotz, 4 Costa Rican pilot serving sentence for drug smug-
gling, testified that there was little the ‘Costa Rican government
could do to deal with the continuing divg trafficking:

“Costa Rica has got only civil gnards, underpaid and - -
easily bought . . . To be very clear . . . our guard down
there is barefoot, and you’re talking about 50 men to cover
400 kilotreters maybe.’” 22 ' ' . .

15 Interviews conducted by Senator John F. Kerry with current and former Costa Rican law
enforcement officials, San Jose, Costa Riea, October 21, 1587,

26 Subcommittee testimony of Jese Blanddn, Fart 2, Fébruary 9, 1988 pp. 138-130.

17 Kerry interviews in Costa Rica, op, cit. :

18 Subeommittee closed session with Werner Lotz, Part 4, April 8, 1988, p. 673; Rlandon testi-
mony; Part 2, p. 86; see also Carlton, Part 2, p. 196. ) :

¢ Lotz testimony, Part 4,-p. 674 and Subcommittee testimeny of Frances J. McNeil, Part 3,
A}iru% ‘11;11‘._1[988; p. 58 Part - S

don testimony, Part 2, p. 86 and McNeil, Part 8; p. 55, and Subcommittee testimon:

Floyd Carlton, Part 2, February 10, p. 196. ’ B - v of

21 Rerry interviews in Costa Rica, ibid.

22 Lotz testimony, op. cit., p. 690.

_Costa Rican law enforcement authorizes said_that the drug traf- 7
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IV. DRUG TRAFFICKING AND THE COVERT WAR

When the Southern Front against the Sandinista Government in
Nicaragua was established in 1983, Costa Rica remained ill-
equipped to deal with the threat posed by the Colombian drug car-
tels. Then, as now, the country does not have a military, its law
enforcement resources remain livhited, and its radar system still so
poor that Contra supply planes could fly in and out of the clandes-
tine strips without being detected. 28 -

Following their work on behalf of the Sandinistas and the Salva-
doran rebels, the Colombian and Panamanian drug operatives were
well positioned to exploit the infrastructure now serving and sup-
plying the Contra Southern Front. This infrastructure was increas-
ingly important to the drug traffickers, as this was the very period
in which the cocaine trade to the U.S. from Latin America was
growing exponentially. ‘

In the words of Karol Prado, an officer of the ARDE Contra orga-
nization of Eden Pastora on the Southern Front, “drug traffickers

. . approaches political groups like ARDE trying to make deals
that would somehow camouflage or cover up their activities.”

The head of the Costa Rican “air force” and personal pilot to two
Costa Rican presidents, Werner Lotz, explained the involvement of
drug traffickers with the Contras in the early days of the establish-
ment of the Southern Front as a consequence of the Contras lack of
resources:,

" “There was no money. There were too many leaders and too few
people to follow them, and everybody was trying to make money as
best they could.” 24 . - : :

The logic of having drug money pay for the pressing needs of the
Contras appealed to a number of people who became involved in
the covert war. Indeed, senior U.S. policy makers were not immune
to the idea that drug money was a perfect solution to the Contra’s
funding problems. : : ~ o

As DEA officials testified last July before the House Judiciary
Subcommitiee. on Crime, Lt. Col. Oliver North suggested to the
DEA in June 1985 that $1.5 million in drug money carried aboard
a plane piloted by DEA informant Barry Seal and generated in a
sting of the Medellin Cartel and Sandinista officials, bé provided to
the Contras.2®. While the suggestion was rejected by the DEA, the
fact that it was made highlights the potential appeal of drug prof-
its for persons engaged in covert activity,

Lotz said that Contra operations on the Southern Front were in -
fact funded by drug operations. He testified that weapons for the
Contras came from Panama on small planes carrying mixed loads
which included drugs. The pilots unloaded the weapons, refueled,
and headed north toward the U.S. with drugs.26 The pilets includ-
ed Americans, Panamanians, and Colombiang, and occasionally,
uniformed members of the Panamanian Defense Forces.#7 Drug

23] otz, Part 4, p. 690.

24 T otz, Part 4, p, 678, .

25 DEA Testimony before House Subcommittes on Crime, July 28, 1988,
26 Thid., pp. 683-684.

27 Jpid., pp. 680, 682.
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pilots soon began to use the Contra airstrips to refuel even when
there were no weapons to unload. They knew that the authorities
would not check the airstrips because the-war was “protected”.28

The problem of, drug traffickers using the airstrips also used to
supply the Contras persisted through 1985 and 1986. By the
summer of 1986, it became of significant concern to the U.S. Gov-
ernment officials who were involved in the covert Contra supply
operations undertakeén during the Boland Amendment period. As
then-CIA Station Chief, “Thomas Castillo” testified to- the Iran/
Contra Comrmittees, U.S. Ambassador to Costa Rica Lewis Tambs

wanted to place guards on the secret Contra supply airstrip at -

Santa Elena in Costa Rica, to avoid:

h_aﬁ_ng'drug traffickers use that site, and this was a con-
tinuing concern during the period: of June, July and
August.2® :

The concern highlights the degree to which the infrastructure

used by the Contras and that used by drug traffickers was poten- -
tially interchangable, even in a situation in which the U.8, govern-

ment had itself established and maintsined the airstrip involved.
V. THE PiLoTs '

Pilots who made combined Contra weapons/drug flights through
the Southern Front included: - g ,

—Gerardo Duran, a“ Costa Rican pilot in the airplane parts |

supply business. Duran flew for a variety of Contra organiza-

tions on the Southern Front, including those affiliated with Al-

fonso Robelo, Fernando “El Négro” Chamorro, and Eden Pas-
tora, before U.S. officials insisted that the Contras sever their
ties from Duran because of his involvement with drugs.30
Duran was convicted of narcoti trafficking in Costa Rica in
. 1987 and jailed. o o ‘
—Gary Wayne Betzner, drug pilot who worked for convicted
smuggler George Morales. Betzner testified that twice in 1984
- he flew weapons for the Contras from the US. to northern
Costa Rica and retiirned to the United States with loads of co-
caine. Betzner is presently serving a lengthy prison term for
drug smuggling,s?
—dJose “Chepon” Robelo, the head of UDN-FARN air force on
the Southern front. Robelo turned to narcotics trafficking and
reselling goods provided to the Contras by the U.8.32

.- VL. U.S. GoverNMENT FUNDS AND COMPANIES WITH Drue
L CoNNECTIONS

The State Department selected four companies owned and oper-
ated by narcotics traffickers to supply humanitarian assistance to
the Contras. The companies were: ~

28 Kerry interviews in Costa Rica, ibid.

29 Castillo deposition, ibid., p. 483, .

30 Lotz, Part 4, p. 681; Letter of Eden Pastora to David Sullivan and Assistant Secretary of
State Elliot Abrams, April 10, 1986. .

31 Subcommittee testimony of Gary Betzner, Part 3, April 7, 1988, pp. 262-265.

32 Robert W. Owen, Iran-Contra testimony, May 14, 1987, p. 7; see also memo from Owen to
Oliver North, April 1, 1985, pp. 1, 3.

prr.
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—SETCO Air, a company established by Honduran drug traffick-
_er Ramon Matta Ballesteros; ‘ N ‘

—DIACSA, a Miami-baséd air company operated as the head-

" quarters of a drug trafficker enterprise for convicted drug traf-
fickers Floyd Carlton and Alfredo Caballero; ]

—UFrigorificos ‘dé Puntaremas, a firm owned and operated by

. Cuban-American drug traffickeérs: ,

—Vortex, ai air service and supply company partly owned by ad-

mitted drug trafficker Michael Palmer.

-In each case; prior to the time ‘tHat the State Department en-
tered into contracts with the company, federal law enforéement
had received information that the individuals controlling these
companies were involved in narcotics.

. Officials  at NHAO told .GAO investigators that all the supply
confractors were to have been'screened by U.S. intelligenice and
law enforcement agencies prior to their receiving funds from State

Department on behalf. of the Contras to insure that they were.not

involved with criminal activity.3 Neither the GAO nor the NHAO
were certain whether or not that had actually been done.3¢

The payments made by the State Department to these four com-
panies between .January and August 1986, were as follows:

SETCO, for air transport services ... $185,924.25
DIACSA, for airplane engine parts 2 . : rereea: 41,120.90

Frigorificos Dé Punatarenas, -as a broker/supplier for various serv- )
ices to Contras on the Southern Front . 261,932.00
VORTEX, for air transport services ........ 317,425.17
Total 85......: 806,401.20

- A number- of questions arise as a result of the selection of these
four companies by the State Department for the provision of hu-
manitarian assistance 4o the contras, to which the Subcommittee
has been unable to obtaih clear answers: -

—Who selected these firms to provide services to the Contras,

- paid. for with public funds; and what criteria were used for se-
Jlecting them? - ] r -

—Were any U.S. officials in the CIA, NSC, or State Department
aware of the narcotics allegations associated with any of these
companies? If so, why were these firms permitted fo- recejve
-public funds on behalf of the Coritras? - - ,

—Why were Contra suppliers not checked against federal law en-

- forcement records that would have shown them to be either
under active investigation as drug traffickers, or in the case of
DIASCA, actually under indictment? -

Ambassador Robert Duemling, Director of the Nicaraguan -Hu- -
manitarian Asgistance Organization (NHAQ), who was respongible
for the operation of the program, was unable to recall how these
companies were selected, wher questioned by Senator Kerry in
April, 1988.3¢ Ambassador Duemling also could not recall whether

33 Subcommittee interviews with GAO analysts, September 28, 1988, -
: 8 Subcommittee interviews with GAO analysts, ibid.; interviews with Ambassador Duemling,

April 6, 1988,

35 Source for Payments to Suppliers: GAQ Analysis of NHAO Accounts: final figures provided
by Department of State to the Subcommittee on Narcotics, Terrorism and Internationsl Oper-
ations, January 4, 1989, - .

38 Duemling statement to Senator Kerry, April 6, 1988,




44

‘or not the contractors had in fact been checked against law en-
forcement records prior to receiving fundé from the State Depart-
ment. In previous testimony before the Iran/Conitra, Committees,
Ambassador Duemling had recalled that NHAQ had been directed
by Lt. Col. Oliver North to coptinue “the existing arrangements of
the resistance movement” in choosing contractors.57

At best, thése incidents représent negligence on the part of U.S.
government officials respousiblé for providing support to the Con-
tras. At worst it was a matter of turning a blind eye to the. activi-
ties of companies who use legitimate activities as a cover for their
narcotics trafficking. et -
A. SETCO/HONDU CARIB

Before being chosen by the State Départment'to 'fransport goods
on behalf .of the Contras from late 1935 through mid-1986, SETCO
had a long-standing relationship' with; the largest of the Contra

groups,. the Honduras-based FDN. -Begining in. 1984, SETCO wasg
‘the ‘principal comipany used by the Contras in Honduras to trans--

port supplies and personrel for the ‘FDN, carrying at least a mil-
lion rounds of ammunition, food, uniforms and other military sup-
plies for the -Contras from 1983 through 1985. According to testimo-
ny before the Iran/Contra Committees by FDN. leader .Adolfo

‘Calero, SETCO received funds for Contra supply operations from .

the contra accounts established by Oliver North.38- J
. US. law enforcement records state that SETCO was established

by Honduran cocaine trafficker Juan Matta Ballesteros, whose *

April 1988 extradition from: Honduras to the United States in con-
nection with drug trafficking charges caused. riots outside the U.S.
Embassy in Tegucigalpa. T R

For example, a 1983 Customs Investigative Report states that

“SETCO stands for Services-Ejectutivos Turistas Commander and -
is headed by Juan Ramon-Mata Ballestros, a class I DEA violator.”
The same report statés that according to the Drug Enforcement

Agency, “SETCO aviation is a corporation formed by American
businessmen who are deslin;
cotics into the United States.” 39 :

- One of the pilots;selected to fly Contra: supply missions for the
FDN for SETCO was Frank Moss; who has been under Investiga-
tion as an alleged drug trafficker sinée 1979. Moss has béen investi-
gated, although never indicted, for narcotics offenses by ten differ-
ent law enforcement agencies. 4% - T e '

In addition to fying Contra supply missions through: SETCO, -

Moss formied his own company in- 1985, Hondu Carib, which also
flew supplies to the Contras, including weapons and ammunition

purchased from R.M. Eguipment, an arms company controlled by
Ronald Martin and James McCoy.**

37 Iran-Contra deposition of Robert Duemling, Appendix B, Volume 9, Pp. 47-78.

38 See Iran-Contra testimony of Adolfo Calero, Appendix B, Volume 8, p. 176.

* U8, Customs Service investigative report, “Gny Penilton Owen, et al., N90201,” file
# NOGGBD030036, New Orleans, May 18, 1983, pp. 6-8.

40 Subco}:pmitt‘ee interview with Sheriff of Port Charlotte County, Florida, May 1987,

4! See Commerce Department’s Shipper’s. Export Declaration for R/M Equipment, Ine., file
# 0003688, Miami, Florida, February 28, 1885, re shipments for “Armed Forces of Honduras,”

g with Matta and are smuggling nar- -
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The FDN’s afrangement with Moss and Hondu Carib was pursu-
ant to a commercial agreement between the FDN's chief supply of-
ficer, Mario Calero, and Moss, under which Calero was to receive
an ownership interest in Moss’ company. The Subcommittee re-
ceived documentation that one Moss plane, a DC-4, N90201, -was
used to move Contra goods from the United States to Hondurag.+2
On the basis of information alleging that the plane was being used
for drug smuggling, the Customs Service obtained a court order to
place a concealed transponder on the plane.43

A second DC-4 controlled by Moss was chased off the west coast

“of Florida by the Customs Service while it was dumping what ap-

peared to be a load of.drugs, according to law enforcement person-
nel. When the plane landed at Port Charlotte no drugs were found
on board, but the plane’s registration was not in order ang its last
known owners were drug traffickers. Law ‘enforcement personnel
also found.an address book aboard the plane; containing among

~other references the telephone numbers of some Contra officials
-and the Virginia telephone number of Robert Owen, Oliver North’s

courier.** A law enforcement inspection of the plane revealed the
presence of significant marijuana residue.45. DEA seized the air-
craft on March 16, 1987, S o : :

B. FRIGORIFICOS DE PUNTERENNAS

Frigorificos -de Punterennas is a Gosta Rican seafood company
which was creatéd as a cover for the laundering of drug money, ac-
cording to gtand jury testimony by-one of its partners, and testimo-
ny by Ramon Milian Rodriguez, the convicted money launderer
who established the company.46 :

From its creation, it was operated and owned by Luis Rodriguez
of Miami, Florida, and Carlos Soto and Ubaldo Fernandez, two con-
victed drug traffickers, to launder drug money.%? Luis Rodriguez,
who according to Massachusetts Iaw enforcement officials directed
the largest marijuana smuggling ring in the history of the state,
was indicted on drug trafficking charges by the federal government
on September 30, 1987 and on tax evasion in connection with the
laundering of money through Qcean Hunter on April 5, 1988.4¢

Luis Rodriguez controlled the bank account held in the name of
Frigorificos which received $261,937 in humanitarian assistance
funds from the State Department in 1986. Rodriguez signed most of

the orders to transfer the funds for the Contras out of that ac-

*2 Commerce Department’s Shipper’s Export Declaration for R/M Equipment, Ine, file
# 0003688, Miami, Florida, February 28, 1985. .
42 Customs report, NOGGGGEBDOS01036, ibid., p. 13.
*¢ Address book siezed by Customs, Port Charlotie, ¥lorida, N2551, March 16, 1987.
4% Bubcommittee staff interview with Sheriff's investigators, Port Charlotte County, Florids,
May, 1987. i : .
4gGrand jury statements of Carlos Soto or file in IS, v. Rodriguez, 99-0222, USDC, Northern
District of Florida, September 29, 1987, and Subcommittes testimony of Ramon Milian-Rodri-
guez, Part 2, February 11, 1588, pp. 260-261; documents seized in IS v. Milian Rodriguez, 8D
‘Florida 1988. ‘ - .
47 Thid, . _ ‘
8 U8 v. Luis Rodriguez, 87-01044, US District Court for the Northern District of Florida;
US. v. Luis Rodriguez, 88-0222 CR-King, U.S. District Court for the Sonthern District of Flori-
o :
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count.*® Rodriguez was also president of Ocean Hunter, an Ameri-
can geafood company created for him by Ramon Milian Rodki-
guez.5% Ocean Hunter imported seafood it bought from Frigorificog
and used the intercompany transactions to launder drug money.5!
In statements before a Florida federal grand jury in connection
with a narcotics trafficking prosecution of Luis Rodriguez, Soto tes-
tified that he knew Luis Rodriguéz as a narcotics trafficker who
had beén smuggling drugs into the U.S. since 1979. Soto also testi-
fied that they were partners ih the shipment of 35,000 pounds: of
marijuana to Massachusetts in 198252 ~~  *© . - .
Milian-Rodriguez told Federal authorities about Luis Rodriguez’
narcotics trafficking prior to Milian-Rodriguez’ arrest in May 1988,
In March and April-1984, IRS agents intérviewed Luis Rodriguez
regarding Ocean Hunter, drug trafficking and’ money laundering,
and he took the Fifth Amendment in response to every question.®3
In September, 1984, Miami police officials advised the FBI of infor-
mation they had received that Ocean Hunter was funding contra
activities through “narcotics transactions,”” and nothing that Luis
Rodriguez was its president. This information confirmed previous
accounts the-FBI :had received concerning the involvement of
Ocean Hunter and:its officers in Contra supply operations involv-
ing the Cuban American community,54 g Lo s
Despite the information possessed by the FBI, Customs and other
law enforcement agéncies documenting Luis Rodriguez involve-
ment in narcotics trafficking and money laundering, the State De-

partment used Frigorificos, which he owned and operated, to deliv-.

er humanitarian assistance funds to the Contras in late 1985. Offi-
cial funds for the Contras from the United States began to be de-
posited into the Frigorificos account in early 1986, and .continued
until mid-1986.55 . ' '

In May 1986, Senator Kerry. advised the Justice Department,

Drug Enforcement Agency, State Departmeént, NHAO and CIA of
allegations he had received invélving Luis Rodriguéz and his com-

panies in drug trafficking and money laundering. In August 1986, -

the Foreign Relations Committee asked Justice whether the allega-

tions about Luis Rodriguez were true, and requested documents to
determine whether the State Department might have in fact pro-
vided funds to a company controlled by drug traffickers. Justice re-
fused to answer the inquiry. ‘ -

The indictment of Luis Rodriguez on drug charges 18 months
later demonstrated that the concerns raised by Senator Kerry to
the Justice Department and other agencies in May 1986 concerning.
his companies were well founded, as the State Department had in

4 Banking records of Frigorificos de Puntarenas subpoenaed by House Foreign Affms Sub-

committee on the Western Hemisphers, May 1986; GAQ Analysis NHAO Expenditures, May _

1986 . . .

80 Corporate Records, Florida Secretary of State, Ocean Hunter, Ine.

51 Grand jury statements of Soto, ibid., Ramon Milian-Rodripnez, ibid.

52 Docurnents on file in U.S. v. Rodriguez, 99-0222, USDC, Northern District of Florida, 1988,
from grand jury statements of Carlos Soto. - .

53 Documents on fite in LS. v, Luds Rodgﬁuez ibid., Northern District of Florida.

5+-FBI 302, Continental Bank Bombing, FBI Agent George Kiszynski, MMI174A-1298, released
in U.S. w Corbo, Southern District of Florida, 1988,

5% GAQ Analysis of NHAQ Payments, Western Hemisphere Suhcommittee of House Foreign
Adffairs Committee, May 1986; banking records subpoenaed by Western Hemisphere Subcommit-
tee. ’
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fact chosen companies 0perat;ad by drug traffickers to supply the
Contras.5® o L . :

. C. DIACSA

DIACSA was an aircraft dealership and parts supply company
partly owned by the Guerra family of Costa Rica. DIACSA’s ‘presi-
dent, Alfredo Caballero, was under DEA investigation for cocaine
trafficking and money laundering when the State Department
chose the company to be an NHAO supplier. Caballero was at that
time a business associate of Floyd Carlton—the pilot who flew’co-
caine for Panama’s General Noriega.

In an affidavit filed in federal court in January, 1985, DEA Spe-
cial Agent Daniel E. Moritz described working as an undercover
money launderer “for the purpose of introducing myself into a
criminal organization involved in importing substantial quantities
of cocaine into the United States from South America.57 That orga-
nization was the Carlton/Caballaro partnership. According to
Agent Moritz, the cocaine traffickers used DIACSA offices “as a lo-
cation for planning smuggling ventures, for assembling and distrib-
uting large cash proceeds of narcotics transactions, and for placing
telephone calls in furtherance of the smuggling ventures.” 58

From March 1985 until January 1986, Moritz received approxi-
mately $3.8 million in U.S. currency from members of this organi-
zation “to be distributed, primarily in the form of wire transfers
around the world.” Most of the $3.8 million was delivered in DIAC-
SA’s offices.

Moritz met both. Alfredo Caballero and Floyd Carlton in March
of 1985. Moritz had previously learned from a confidential inform-
ant that Carlton was a “major cocaine trafficker from Panama who
frequented DIACSA and was a close associate of Alfredo Caballe-
ro.” The informant added that “Caballero provided aircraft for
Floyd Carlton Caceres’ cocaine smuggling ventures” and that Ca-
ballero allowed Carlton and “members of his organization to use
DIACSA offices as a location for planning smuggling ventures, for
assembling and distributing large cash proceeds of narcotics trang-
actions and for placing telephone calls in firrtherance of the smug-
gling ventures.” Alfredo Caballero was described by the informant
“as the mat i charge of operations for Floyd Cariton Caceres’ co-
caine transportation organization.” 59 : C :

- Other members of the group were Miguel Alemany-Soto, who re-
cruited pilots and selected aircraft and landing strips, and Cecilia
Saenz-Barria. The -confidéntial ‘informant said that Saenz was a
Panamanian “in chargé of supervising the landing and refueling of*
the organization’s aircraft at airstrips on the Panama/Costa Rica
border” and that he “arranges for bribe payments for certain Costa
Rican officials to ensure-the protection of these aireraft as they
head north loaded with cocaine.” 50

86 U.S. v. Luis Rodriguez, ibid, Northern District of Florida; GAQ analysis of NHAO pay-
ments. ' :

57 Affidavit of Daniel E. Moritz, Special Agent for the DEA January 1985, {18, v. Carleton ef
al, SD Florida, 85-70. :

58 Thid.

50 Maritz Affidavit, pp. 3-4, ibid.

80 Thid.



48

During 1984 and 1985, the principal Contra -organization, the
FDN, chose DIACSA for “intra-account transfers.” The laundering
of money through DIACSA concealed the fact that some funds for
the Contras were through deposits arranged by Lt. Col. Oliver
North. 52 g ,

The indictments of Carlton, Caballero and five other defendants,
including Alfred Caballero’s son Luis, were handed down on Janu-
ary 23, 1985. The indictment charged the defendants with bringing
into the United States on or about September 28, 1985, 900 pounds

of cocaine. In addition, the indictment charged the defendants with .

laundering $2.6 million between March 25, 1985 and January 13,
1986.62 :

Despite the indictments, the State Department made payments
on May 14, 1986 and September 3, 1986, totaling $41,120.90 to
DIACSA to provide services to the Contras.s3

In addition, the State Department was still doing business with

DIACSA on its own behalf six months after the company’s princi-

pals had been indicted. Court papers filed in the case in July 1986,

show that the U.S, Embassies of Panania and@ Costa Rica were cli-
ents of DIACSA. While DIACSA and its principals were éngaged in
plea bargaining negotiations with the Justice Department regard-
ing the cocaine trafficking and money laundering charges, U.S.

Embassy personnel in Panama aiid Costa Rica were meeting with |

one of the defendants to discuss purchasing Cessna plahes from the
company.5* ' ‘ ' '

Each of the defendants in the DIACSA case was ultimately con-

victed on charges of importing cocaine into. the- United ‘States.. The
sentences they received ranged from ten years for one non-cooper-
ating defendant, to nine years for Floyd Carlton, to three years pro-
bation for Luis Caballeroc and five years probation for his father,

DIACSA’s owner, Alfredo Caballero, as a consequence of their coop- -

eration with the government.®%
D. VORTEX

Wherni the State Department signed a contract with Vortex to -
handle Contra supplies, Michael B. Palmeér, then the company’s Ex-
ecutive Vice-President signed for Vortex. At the time, Palmer was -

under active investigation by the FBL in three jurigdictions in con-
nection with his decade-long activity as a drug smuggler, and a fed-
eral grand jury was preparing to indict him in Detroit.56 :

- The contract required Vortex to receivesgoods for the Contras,
store,. pack. and inventory them. At the time the contract was
signed, Vortex’s principal assets were two airplanes which Palmer'
previously used for drug smuggling.67

41 See Tran-Contra testimony of Adolfo Calero, Appendix B, Volume 3, p, 176.

82 [J.S. v. Cariton, et al, U.8. District Court, Southern District of Florida, January 23, 1986.

&5 GAQ Analysis, NHAO Accounts, provided to Subcommittes, September, 1988.-

54+ Metion For Permission to Travel, U.S. v. Caballero, SD Florida, 86-T0-CR, July 16, 1986,

65 Court record, U.S. v. Cariton-Caceres, et al. SD Florida 86-070,

. 8¢ Indictment, ULS. v. Pelmer, Detyoit U.S. Attorney’s Office, 1986; Subcommittee testimony of

Michael B. Palmer, Part 8,-April 6, 1988, pp. 208-213. .

7 Palmer, Part 2, p. 205 and Palmer Subcommittee Deposition, April 5, 1988, pp. 75-79, see
generally Palmer indictment by Detroit U.S. Attorney in June 1986, and documents released as
discovery in U.S. v. Vogel et al.
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Vortex was sélected by NHAO assistant director Philip Buechler,
following calls among Buechler, Palmer, and Pat Foley, the presi-
dent of Summit Aviation.58 ;

VII. TeE Cask oF GEorGE MoraLEs AND FRS/ARDE

In"1984, the Contra forces under Eden Pastora were in an in-
creasingly hopeless situation. On May 30, 1984, Pastora was wound-
ed by a bomb at his base camp at La Penca, Nicaragua, close to the
Costa Rica border. That same day, according to ARDE officer Karol
Prado, aid to ARDE from the United States was cut off.59

Despite continued pressure from the United States, Pastora re-
fused to Flace his ARDE forces under a unified command with the
largest of the Contra organizations—the Honduras-based FDN. The
CIA considered Pastora to be “distuptive and unpredictable.” 7° By
the time the Boland Amendment cut off legal military aid to the
Contras, the CIA had seen to it that Pastora did not receive any
assistax;fe, and his forces were experiencing ‘“desperate condi-
tions.” , :

Although there are discrepancies among the parties as to when
the initial- meeting took place, Pastora’s organization was ap-
proached by George Morales, 2 Colombian drug trafficker living in
Miami who had been indicted on narcotics trafficking charges. '

According to the State Department report to the Congress of
July 26, 1986: R

Information developed by the intelligence community in-
dicates that a senior member of Eden Pastora’s Sandino
Revolutionary Front (FRS) agreed in late 1984 with (Mo-
rales) that FRS pilots would aid in transporting narcotics
in exchange for financial assistance . . . the FRS official
agreed to use FRS operational facilities in Costa Rica and
Nicaragua to facilitate transportation of narcotics. (Mo-
rales) agreed to provide financial support to the FRS, in
addition fo aircraft and traamﬁlg for FRS pilots. After un-
dergoing flight training, the FRS pilots were to continue io
work for the FRS, but would also fly narcotics shipments
from South America to sites in Costa Rica and Nicaragua
for later transport to the United States, Shortly thereafter
(Morales) reportedly provided. the FRS one C-47 aircraft
and two crated helicopters. He is reported to have paid the
sum of $100,000 to the FRS, but there was no information

" available on who actually received the money.?2

The State Department said it was aware of only one incident of
drug trafficking resulting from. this agreement betweed the Con- -
tras and Morales and that was the case of Contra pilot Gerardo
Duran. Duran was arresied in January 1986, in Costa Rica for his
involvement in transportirig cocaine to the United States.”® Duran

8 Palmer {estimony, House Judiciary Subcommittee on Crime, September 23, 1988.

89 Subcompmittee deposition of Karol Prado, Part 3, p. 278, see also Iran/Contra Testimony of
CIA Central American Task Force Chief, August 5, 1987, 100-11, pp. 192-183. :

70 Castillo executive session, Iran/Contra Committees, ibid., pp. 9-10. : .

7125131?§flm1ttee deposition of Octaviano Cesar, San Jose,-Costa Rica, October 81, 1987, Part. 3,
BP. .

72 Stfdta Department document #5136¢, p. 5.

72 Thid.
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was an FRS pilot from 1982 to 1985 and operated :an air taxi serv-
ice in Costa Rica. According to Marco Aguado and Karol Prado,
Duran would fly supplies to the Contras on the Southern Front and
he would charge for each flight.?*

Robert Owen, courier for Lt. Col.-Oliver North, testified to the
Iran/Contra Committees that he told Nerth he thought Karol
Prado was involved in traffickinig drugs out of Panams, and that
Pastora’s pilot, Marco Aguado, was also involved.”> The Subcom-
mittee was unablée to validate. Owen’s claims. Prado vehemently
denied these allegations stating that he believed the drug: traffick-

ing allegations agamst Pastora were the result of a CIA effort. to -

discredit him.?8

Morales testified that his involvement W1th the Contras started
in 1984 at the urging of Marta Healey, the widow of one of his drug
pilots, Richard Healey.”? Marta Healey’s. first husband was Adolfo

“Popo” Chamorro, the second in command to Eden Pastora in the

FRS. She came from a prominent Nicaraguan family.

At the time of his first contract, Morales was under indictment

for marijuana smuggling. He testified that he thought by assisting
the Contra cause his indictment would be dropped. Marta Healey
introduced Morales to Popo_ Chamorro, Marco Aguade and Octa-
viano Cesar at.a meeting in Miami. According to Morales, he
wanted to make a deal: He would help the Contras with their

needs, and “they in exchange Would help me with my objective, -
which was solving my indictment.” Morales believed the Contra
leaders would help him solve his legal problems because of their .

contacts with the CIA. 78
On Qctober 31, 1987 in San Jose, Costa Rica, the Subcommittee

videotaped the deposmons of three Conird leaders with intimate .

Imowledge of the Motales relationship with Pastora’s orga.mzatmn
in video depositions. The three were Karol Prado, Pastora’s head of

commumcatlons, Marco Aguado, Pastora’s air force chief; and Octa- -

viano Cesar who, along with his brother Alfredo, were pelitical

allies of Pastora’s at the time. A fourth, Adolio “Popo” Chamorro, -

who was Pastora’s second in comma.ud in ARDE, testified in closed

session of the Subcommitiee in April 1988. Chamorro’s testimony-

was taken in closed session by the consent of the Subcommitiee at
his request. Dick McCall, of Senator Kerry's personal staff, in an
arrangement worked out with Chamorro and his attorneys, subse-
quently interviewed him in Miami.

Each denied kiowing that Morales was under indictment for
drug trafficking when they first met him at Marta Healey’s house
in Miami. Popo Chamorro said that as far as he knew Morales was
just another rich Miami resident mth strong anti-Communist feel-
‘ings.7?

In addition, all three denied receiving more than $10,000 in cash-

from Morales. The Subcommittee found that $10,000 was given to
Popo Chamorro to cover the cost of transporting a C-47 owned by

74 Subcoramittee testimony of Maréo Aguado and Karol Prado, Part 8, p. 285.
75 Iran-Contra {estimony of Robert Owen, Appendix B, Vohume 20, pp. 849-850.
76 Daposition of Karo] Prado, ibid., p. 285.

77 Subcommittee testimony of George Morales Part 3, April 7, 1988, p. 207.

78 Tpid., p. 300.

7% Closed session testimony of Adolfo “Popo™ Chamorro, April 6, 1888, p. 18.
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Morales;, which he donated to ARDE, from Haiti to Ilopango Air
Force Base in El Salvador.®®

While denying Treceiving funds persona]ly, Prado, Aguado and
Cesar each confirmed elements of Morales’ story.

According to Prade, Octaviano Cesar and his brother Adolfo
allied themselves politically with Pastora in the Summer of 1984. A
decision was: then made to send Popo Chamorro and Octaviano
Cesar to the United States to look for funds.8! In September, Popo
Chamorro refurned to Costa Rica with photographs of 2 DC-4 and
a Howard plane, and told Pastora that they would get six more
planes; including a Navajo Panther from George Morales.82

Pastora told Chamorro’that the C-47 was the most practical
plane for the Contras at the time and Popo returned to Miami to
arrange for its transfer. Chamorro provided the Subcommittee with
an airéraft purchase order, dated October 1, 1984. The notarized
purchase.order provided that for the sum of one dollar, a McDon-
nell-Bouglas-DC-3, the civilian designation for a 0—4'7 would be
transferred to Marco Aguado. The order was signed by George Mo-
rales, as the seller, and by Marco Aguado, as the purchaser.

In addition, Chamorro. gave the Subgommittee a list of flights
made by that C-47 to ferry arms from Ilopango to Costa Rica and
La Penca. Between October 18, 1984 and February 12, 1986, some
156,000. pounds of material were moved from Hopango to air fields
in Costa Rica. Of the 24 flights during this period, eleven were to
La Penca oni the Nicaraguan side of the Rio San Juan.8%

The Subcommittee substantiated key elements of the Morales
story, although it did not fipd evidence that Cesar, Chamorro, or
Prado were personally involved in drug trafﬁckmg First, all wit-
nesses agreed that Morales gave ARDE a C-47. Evidence of an as-
saciation between them is also provided by a Ciistoms document.
This document, provided the Commiittee by the U.S. Customs Serv-
ice, shows that Morales entered the United States from the Baha-
mas on October 13, 1984, with Marco Agua«io, Octaviano Cesar and
Popo Chamorro. They carried $400,000 in cash and checks which
were declared by Aguado, Chamorro and Cesar. They claimed that
the c]:;ecks and money were returned to Morales after clearing Cus-
toms. 84 :

‘Aguado summarized the relationship between the Southern

Front Contras and the drug traffickers in terms of the exploitation

of the Contra movement by individuals involved in narcotics smug-
gling. According to Aguado, the trafficking organizations, “took ad-
vantage of the anti-communist sentiment which existed in Central
America . . . and they undoubtedly used it for drug trafficking.” -
Referring to the Contra resupply operations, Aguddo said the traf-
fickers used “the same connections, the same air strips, the same
people. And maybe they said that it was weapons for Eden Pastora,
and it was actually drugs that would later on go to the
U.S.". .. They fooled people . . . Unfortunately, this kind of ac-

80 Ihid., p

81 Testlmony of Earol Prado, Part 3, p. 278.

82 Thid,, pp. 278-279.

83 Cha.morro ibid., pp. 11-12.

B4 Depomtmns of Aguado, Pra.do and Cesar, Part 3, pp. 277-286 and Chamorro, ibid., pp. 186, 20.
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tivity, which is for the freeing of a people, is quite similar to the
activities of the drug traffickers.”85 . i

Octaviano Cesar testified that when he dealt with Morales he
was: o

Thinking in terms of the security of my country. It just
didn’t enter my mind that I would become involved in
‘such a mess; because it never entered into my mind to get
in that [drug] business . . . - :

I went a couple of times inside in Nicaragua and I saw

- people there. Young kids 15, 16 years old, they were carry-
mmg 30, 40 rounds: of “ammunition -against the .
- Sandinistas . . . And that’s. why I did it. 'm not proud of
~it, but I just didn't have any choice. I mean, the U.S. Con- -
gress didn't give us any choice. They got these people into . -
a war. The people went inside "of Nicaragua, 80 miles
inside. They had thousands of supporters, campesinos
there helping them . . . Now, when those people retreat,
those campesinos were murdéred by the Sandinistas. I
don’t want that, but that’s the reality of life.55. -
‘In addition, Cesar told the Subcommiittee that he told a CIA offi-
cer about Morales and his offer to help the'Contras.”

Senator Kerry. Did you have.occasion to say to someone

in the CIA that you were getting money from hitn and you

‘were concernéd he was a drig dealer? Did you pass that
information on t6 somebady? =~ = @ o
Mr. Cesar. Yes, I passed the information 6n about the—
not the relations—well, it was the relations ‘and the air-
planes; yes. And the CIA people at the American military
- 7 attache’s office that were [sic] based at Tlopango ‘also, and
' any person or any ‘plane landed there, they had to go——
. Senator Kerry. And they basically said to you that it

- ‘was all right as long as you_don’t deal in the powdér; is
* that correct? Is that a fair quote? N T
Mr, Cesar. Yes.87 A L -

After the La Penca bombing of May 80, 1984, all assistance was
cut off by the CIA to ARDE, while other Contra groups on both
fronts continued to receive support - from the U.S. government
through a variety of channels. The United States stated.that the
cut-off of ARDE was related to the involvement of its personnel in
drug trafficking. Yet many of the same drug traffickers who had
assisted ARDE were also assisting other Contra groups that. contin-
ued to receive fuhding. Morales; for example;-used Geraldo Duran

as one of his drug pilots, and Duran worked for Alfonso Robelio °

and. Fernando “el Negio” Chamorro, who were associated with
other Contra groups, as well as for ARDE.38 a L

In a sworn deposition which was taken in San Jose Costa Rica by
the Subcommittee on October 31, 1987, Karol Prado, Pastora’

treasurer and procurement officer, veheniently denied allegations

85 Aguado, Part 8, p. 285.

86 Cesar, Part 3, p. 286.

87 Thid., p. 282.

88 See e.g. Leftter from Eden Pastora to David Sullivan and Elliott Abrams, Thid..
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concerning the personal involvement of ARDE leadership in drug
trafficking. Prado said that because of Pastora’s problems with the
U.S. government, it was his belief that the CIA was attempting to
discredit the former Sandinista Commandante and his supporters
in ARDE with allegations that they were involved in drug traffick-
ing.89 T A

Thomas Castillo, the former CIA station chief in Costa Rica, who
was indicted in connection with the Iran/Contra affair, testified
before the Iran/Contra Committees that when the CIA became
aware of narcotics trafficking by Pastora’s supporters and lieuten-
ants, those individualy’ activities were reported to law enforcement
officials.?® However, Morales continued to work with the Contras
unti]l January 1986. He was indicted for a second time in the
Southern District of Florida for a January 1986 cocaine flight to
Bahamas and was arrested on June 12, 1986.

Morales testified that he offered to cooperate with the govern-
ment soon after he was arrested, and that he was willing to take a
lie detector test. He said his attorneys repeated the offer on his
behalf several times, but on each occasion the U.S. Attorney, Leon
Kellner, refused.?? - '

Leon Kellner and Richard Gregorie, then the head of the crimi-
nal'division of the Miami U.S. Attorney’s office, met with the staff
of the Committee in November 1986. They said that Morales’ story
was not credible and that Morales was trying to get his sentence
reduced by cooperating with a Senate committee. As Morales had
not yet been sentenced, both Kellner and Gregorie discouraged the
staff from meeting with Morales at that time, and the staff respect-
ed their request. Kellner and Gregorie said that Morales was like
the many Miami cocaine traffickers who use the “I was working
for the CIA” defense.22 : PR - , :

Following his testimony before the Subcommittee, Morales re-
newed his offer to work with the government. This time,-federal
law enforcement officials decided to accept the offer. Morales.pro-

vided the government with leads that were used by law enforce-

ment authorities in connection with matters remaining under in-
vestigation. In Neovember 1988, the DEA gave Morales a lengthy
polygraph examination on his testimony before the Subcommittee
and he was considered truthfui.®3

VII. Jorw HurL

John Hull was a central figure in Contra operations on the
Southern Front when they were managed by Oliver North, from
1984 through late 1986.9¢ Before that, according to former Costa“

&%-Subcommittee testimgny of Karol Prado, Part 3, p. 885. See North Diary p. Q0450; July 24,
1984. The entry reads: “get Alfredo Cesar on Drugs,” see also Iran-Contra declassified executive
gession testimony of Thomag Castillo, May 29, 1987, pp. 88-85 and Fran-Contra deposition of
Thomas Castillo, Apendix B, Volume E, pp. 250-252.

26 Tran-Contra declassified executive session of Thomas Castillo, p. 84.

#1 SBubcommittee testimony of George Morales, Part 1, July 16, 1987, p. 98.

92 David Keany and Andy Semmel of the Senate Foreign Relations Cominittee staff and Dick
McCall 'of Senator Kerry’s staff, attended the meeting. .

23 Bee cgrE%sgpémdence from DEA Administrator to John C. Lawn to Senater Jokn F. Kerry,
danuary 18, A . . oo

94 North notebook pages @ 0844, 0414, 0415, 0426, 0431, (543, 0550, 0982, 0955, 0977, 1156,
1159; Iran-Contra Deposition of Robert W. Owen, May 4, 1987, pp. 6-15 and Qctober 1, 1987, pp.
3-34; RWO Exhibit 12, 2/27/86; Iran-Contra testimbny, May 14, 1587, p. 818.



54

Rican CIA station chief Thomas Castillo’s public testimony, Hull
had helped the CIA with military supply and other operations’ on
behalf of the Contras.®s In addition, during the same period, Hull
received $10,000 a month from Adoifo Calercé of the FDN—at
North's direction.26

Hull is an Indigna farmer who lives in northern Costa Rica. He
came to Costa Rica in mid-1970’s and persuaded a number of North
Americans to invest in ranch land in the northern part of the
country.?? Using their money and adding some of his own, he pur-
chased thousands of acres of Costa Rican farm land. Properties
under his ownerghip, management 6r control ultimately included
at least six airstrips. To the many pilots and revolutionaries who
passed through the region, this collection of properties and air-
strips became known as John Hull’s ranch.

On March 23, 1984, seven men aboard a U.S. government owned
DC-3 were killed when the cargo plane crashed near Hull’s ranch,
revealing. publicly that Hull was allowing his property to be used
for airdrops of supplies to the Contras.®® But even before this
public revelation of Hull’s role in supporting the Contras, officials
in a variety of Latin American countries were aware of Hull’s ac-
tivities as a Haison betweén the Contras and the United States gov-
ernment. Jose Blandon testified, for example, that former Costa
Rican :Vice President' Daniel Oduber suggested he {Blandon} meet
with Hull in 1983, to discuss the formation of -a unified southern
Contra command under Eden Pastora.®® : - . '

Five witnesses testified that Hull was involved in cocaine traf-
ficking: Floyd Carlton, Werner Lotz, Jose Blandon, George Morales,
and ‘Gary Betzner. Betzner was the only witness who testified that
‘he was actually present to wiiness:cdcaine being loaded onto planes
headed for the United States in Hull’s presehce. v

Lotz said that drugs were flown into Hull’s ranch, but that he
did not personally witriess the flights. He said he heard about ‘the
drug flights frem the Colombian and Panamanian pilots who alleg-
edly flew drugs to Hull’s airstrips. Lotz described the strips as “a
stop for refuel basically. The aircraft would land, there would be
fuel waiting for them, and then would depart. They would come in

with weapons and drugs.” Lotz said that Hull was paid for allowing’

his airstrips to be used as a refueling stop.100

Two witnesses, Blandon and Carlton recounted an incident in-
volving the disappearance of a shipment of 538 kilos of cocaine
‘owned by the Pereira or Cali cocaine cartel. Teofilo Watson, a
member of Carlton’s smuggling operation, was flying the plane to

Costa Rica for the Cartel. The plane crashed and Watson was |

killed. The witnesses believed that the crash occurred at Hull's
ranch and that Hull took the shipment and bulldozed the plane, a
Cesna 310, into the river. ' '

28 Casetillo executive session, ibid., p. 59, , .

%6 Tran-Contra degsition of Robert W. Owen, Appendix B, Vol. 20, pp. 656, 802,

#7 Testimony of Louell Hood and Douglas Siple, Subcommittee on International Economic
Palicy, Trade, Ocenns and Environment and Subcommittee on Terrorism, Narcotics and Interna-
t:.inn‘a:ir Operations, Qctober 30, 1987, pp. 160-161.

06 “The CIA Blows an Asset,” Newsweek, September 3, 1984, pp. 48-49.

2% Subcommittee testimony of José Blandon, Part 2, p, 129, )

100 Subcommittes deposition of Weiner Lotz, Part 4, April 8, 1988, pp. 6B1-632, 691-696.
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-Carlton testified that the Colombians were furious wheh they dis-
covered the cocaine missing. He said they sent gunimen after Hull
and in fact- kidnapped a migmber of Hull’s- family. to force the
return’of the cocaine.-When that failed they became convinced- that
Carlton himself stole the cotaine and they sent giunmen aftéi him.
The gunmen dug-up Carlton’s: property in Panama with a backhoe
looking for- the lost cocaine, and Carlton fléd for his life. to
Mizmi 101, -« . L. e L T RS

" Gary Betzner started flying for Morzles’ drug smuggling network
in 1981. Bétzner testified-that his first delivery of arms to the-Con-
tras was in- 1983, when he flew a. DC-3 carrying grenades and
mines to dlopango Air Force Base.in El Salvador. His co-pilot on
the trip was Richard Healey, who had flown drugs for Morales,102

.- Betzner sajd the weapons were unloaded at Tlopango by Salvador-
an military personnel and an American whom he agsumed worked
for the. U.S. Department of Defense. Betzner testified that he and
Healey flew the plane on to Colombia where they picked up a load
of marijuana and returned to their base at Great Harbor Cay in
the Bahamas. 208 . =, .. e -

~Acgording to Betzner, the next Conira weapons and .drugs flight
took place in July 1984, Morales asked him to fly a.load of weapons
to Hull’s ranch and to pick up a léad of drugs. Betzner flew a
Cesgna 402-B fo John Hull’s ranch. According to Betzner, he was
met at the airstrip by Hull and they watched the cargo of weapons
being unloaded, and cocaine, packed in 17 duffel bags, and five or
six two-foot square boxes being loaded into the now-empty Cessna.
Betzner then flew the plarie to a field at Lakeland, Florida.104
Yet another'guns for drugs flight was made two weeks later. On
this trip, Bétzner said he flew 3 Pantner to an airstrip “called “Los
Llanos,” about ten miles from Hull’s properties and not'far from
the Voice of Aniérica transmittér in northern Costa Rica. Betzner
testified that Hull met him again and the two watched while the
weapons were unloaded and approximately 500 kilos of ¢ocaine in

17 duffel bags were loaded-for the return flight to Florid4.105 -

“Hull became the subject of an investigation by the U.S, Attorney
for the Southern District’ of Florida ‘in the ‘spring of 1985. In late
March 1985, Assistant IES. Attorney Jeffrey Feldman and two FBI
agents ‘went to Costa Rica to investigate Neutrality Act violations
by participants in the Contra resupply: network that were also
under investigation at the time by Senator Kerry. Both the Feld-
man and Kerry inquiries had been prompted in part by statements
made to reporters by soldiers of fortune imprisoned in Costa Rica
who aleged John Hull was providing support for the Contras. with -
the help 6f the National Security Council.126 = L

- Feldman apd the FBI agents met with- U.S. Ambassador to Costa
Rica, Lewis Tambs, and the CIA Chief of Station, Thomas Castillo,

101 Snbeommittee testimony of Floyd Carlton, Part 2, pp. 205-507; Subcommittee testimony of
Joge Blandon, Part 2, pp. 115-116.

1e2 Batzner, Part 3, é:xp. 253-254, 256, L

162 Tpid., pp. 257-258. .

04 Ihid,, pp. 262-267; see also Morales testimany, Part 3, pp. 301-304 and DEA polygraph of

orales.

105 Thid., pp. 262-267.

106 Tran-Contra deposition of Jeffrey Feldman, Appendix B, Volume 10, April 80, 1987, pp. 77-
78; Statements of Steven Carr and Peter Glibbery to Senate staff, March 8, 1986, -
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who told him John Hull knew. Rob Owen and Oliver North and

gave the impression that Hull had been working for-17.S, interests
prior.to, March of 1984. In “addition, one of the embassy secunty of-
ficers,:Jim- Nagel, told one of the FBI agents dccompanying Feld-
man, that regarding: Feldman’s inquiries, “. <. . these were agencies
with other .pperational reqmremente and we:shouldn’t interfere
with the work of these agencies.” 197 When Feldman*attempted:to
interview Hull, Feldman learned that Hull was told by the embas:
sy staff not totalk to him withoitt azi attorhey present.’°8 - .

. Féldman concluded that' U.S. Embassy- officials in Cdsta Rica
were taking active: meastres to protect Hull. After Feldman inter-
viewed two of the mercenaries, Peter Glibbery and Steven Carr, re-
garding their allegations of Hull’s involvement in crimihal activity;
Feldman learned that Kirk Kotuls; Comsul in San Jose, was
“trying to get Carr and-the rest of these people to recant their
statemerits reégarding Hall’s - involvement with the CIA and with
any other Ameftican agency.*°® Feldman added-“. . it was appar-
ent we weré stirring up sorfié problemn with ‘our mqmnes eoncern-
ing. John Hull.” 110 Feldman concluded that becanse Hull wis te-
ceiving protection from sore US officials, that'it would not be pos-
sible to’ mtemew h1m Feldman thereforé took no further steps to
do 80,111 - : )

“Tn an éffort to’ stop theé- mvest1gat1on agamst hup and fo cause
the Justice Department to instead investigate those urging an in:
vestigation of Hull, “Hull prepared falsified affidavits fromi jailed
mercenaries in ‘Costa’ Rica to U.S. Attornéy Kellner. In the affida-
vits the mercenariés accused Congressional staff of paying wit-
nesses, to_invent stones ‘abairt, ilegal activities associated with thel
clandestine Contras siipply, network, The Justice Department, yltis
mately" concluded that the aﬂ'idawtshad been. forged Kellner testi-
fied that he “had concerns about them and dldn’t beheve
them ” 112 .

To this day, the ,Justice Department has taken no actlon agamst
JohnHull for obstruction: of Justice or any related charge' in ¢on-

nection with his filing false affidavits"withthe U.8. Justice Depart::

ment regarding the Congresgional investigations. .-

In the period in;which: he was providing: support to the Contras
Hull obtained a loan from the Overseas Private Investment Corpo—
ration. for $375,000-which: ultrmately proved te have been obtamed
with:false docuimentation. 5. . oo
- In 1988, Hulland two assomates, Mr Wﬂham Crone and Mr

Alvaro Arroyo ‘approached  OPIC fora loa# to'finance ajoint veii- '

ture wood products factory that would miake wheelbarrow -and ax
handles for the U.S. markét: In fact; accordmg to tégtimony ‘from
Crone and- OPIC officials, no’ contnbﬁtlons‘from“Hull Arroyo -or
himself were made to the Jomt venture. On the basis of the applica-

108 Ibld

108 Thid., pp. 8688,

110 Ibld. p. 84, i .

.111 ]}nd. pp. 85_38 .

112 Tran-Contra testlmony ‘of Leon Kellner Appeud.u: B Vol. 10, Apnl 07 1987 pD- 1094—1095

ron grgmar thid. pp. 76-86. heth s e

a7

tion, somé support:l.ng documentation ‘and a site visit, on March 30,
1984, OPIC advanced $375,000.118

By the end of 1985, after one interest payment, the loan lapsed
into defanilt, and OPIC officials beégan to recognize that the project
was a fraud, and that Hull had made false tepresentations in
making the apphcatlon to. OPIC.11¢ QPIC officials found that the
money which was disbursed by their Agency was deposited in
Hull’s Indiana bank account and the funds were withdrawn by
Hull in cash:. When OPIC inquired in 1986 as where‘the funds were
going, Hull told OPIC officials that he would be‘using the cash to
buy Costa Rican money on the black market to get a more favor-
able exchange rate.}13

In fact, Costa Rica has a favorable exchange rate for forelgn in-
vestment and the eéxcuse Hull offered does not make sense. What
appears to have happened is that Hull simply took the money, in-
asmuch as no equipmeni was purchased for the factory; no prod-
ucts weré shipped from if,"and Hull’s partner, Crone, téstified that
he ‘néver saw the money. Indeed, prospect1ve purchasers com-
plained that they paid Hull for products in advance but never re-
ceived delivery,216

“Ou the basis of the subsequent OPIC mvestlgatmn of the loan-te
Hull’s company, in Aprll 1987, the case was referred to the Justice
Department for a criminal fraud investigation.21? While nothing
has yet happened for almost two years, the Justice Department
maintaing the investigation is still ongoing.118

OPIC foreclosed on the properties which Hull had put up as col-
lateral for the loan. Following the foreclosure to Tecover their
monies, OPIC sold the property at auction. However, in order to
prevent a sale far below the market price, OPIC bid at the auction
and wound up purchasing its own property for $187,500. ,

OPIC then attempted to sell theé property directly. An advertise-
ment was placed in The Wall Street Journal which attracted a
ginglé offer from an investment banker in Philadelphia. An agree-
ment was negotiated whereby the company purchasing the proper-
ty from OPIC was required to make no down payment, and only to
repay OPIC its $187,500 from the future proceeds of the sale of
timber cut on the land, The corporation which purchased the prop-
erty has no.other assets other than the land. If the agreement is
fulfilled by the purchasers of the land, OPIC will realize repayment
of $187, 500 half of the original $375, 000 loaned to Hull.11®°

The Subcommittee also heard testimony investors who had al-
lowed Hull to purchase property for them and then to manage the-
property, who testified that he did not deliver on his promises, he
failed to purchase the propertles he said he-would, and in one case,

“"Testlmony of Eri¢ Garfirikel, Vice President and General Coum;el Overseas anate In-
vestment Corporation, Subcommittee on Internatignal Economic Policy, Trade, Oceans and En-
vironment and Subcommittee on Terrorism, Narcotics and International Operahons Part 1, Qe-
tober 80, 1987, pp. 106-107.

114 Yhid,, p. 107. .

115 Thid,, p. 127.

116 Suheommittes interviews thh prospective purchasers.

217 OPIC testimony, ibid., p

118 Syheommittee mtervlews w;th QPIC and Justice staff, January 1989,

112 OPIC docuinénts provided the Subcommittee,
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took farm equipment off a farm he was. paid to manage and con-
verted it for his own uge, 120 =

. Jn mid-Jantary, 1989, Hull was arrested by:Costa Rican law en- .

forcement. authorities and charged with drug trafficking and violat-
ing Costa Rica's neutrality. - D

IX. Tk SAN Fitancisco FrogMAN Casg; UNDFRAN Axp PONE

.-.The San Francisco Frogman case was one of:the first cages-in
which. allegations linking specific Contra- organizations to drug
smugglers surfaced. In:a July 26, 1986 report to the .Congress on
Contra-related . narcotics allegations, the State Department de-
scribed the Frogman case as follows: o T

“This case gets it nickname from swimmers who brought cocaine
ashore on the West Coast from .a Colombian vesselin 1982-1988: It
focused on a major Colombian cocaine smuggler,’ Alvaro Carvajal-
Minota, who supplied a niumber of West Coast smugglers. It was al-
leged, but never confirmed; that Nicaraguan citizen Horacio Perei-
ra, an associate of Carvajal, had helped the-Nicaraguan resistance.
Pereira was subsequently convictéd on.drug charges in Costa Rica
and sentenced to twelve years imprisonment. Two other Nicara-
guans, Carlos Cabezas and Julio-Zavala, who were among the jailed
West, Coast traffickers convicted of receiving drugs from Carvajal,
claimed long after their conviction that they had delivered large
sums of money to resistance groups in Costa Rica and that Pereira,
who was not charged in the case, has said the profifs from the drug
sale would finance resistance activities.” 121 o
:“The allegations made by Cabezas and Zavala involved tivo South-
ern Front Contra groups—~UDN-=FARN, a military group. associatéd
with Fernando “El Negro” Chamorro, and PCNE; a Contra politi:
cal ‘group in the South. Cabezas claimed.that he helped move 25 to
30 kilog of cocaine from Costa Rica to San Francisco, generating
$1.5 million. According t6 Cabezas; part of that money was given to
Troilo and Férnando Sanchez to help Eden Pastora’s and Fernando
“El Negro” Chamorrd’s operations on'the Southern Front-in 1982

Aftér the trial, the U.S: government retiirned '$36,020’ séized as
drug ‘money to one of the defendants, Zavala, after he submitted
letters from Contra leaders claimihg the funds were really their
property. The money that was returned had beén seized by the FBI
after beirg found in cash in a“drawer at Zavala’s home with drug
tran_sactligxsg: letters, an M-1 carbine, a grenade, and-a quantity of
cocalne' o = .o . Eiha ," 4?2 . ‘ll R _-'" N .

The: Subcommittee found that the ’Frdgman- arrest” involved c‘:o-.

caine frem: a Colombian sourde, Carvajal-Minota. In addition,
Zgvala and Cabezas-had as a'second soiirce of supply, Nicaraguans
Living in Costa Rica associated with the Contras. FBI documents
from the Frogman. case identify the Nicaraguans as Horacio Perei-
ra, Troilo Sanchiez and Fernando Sanchez.12%

120 Subcommittee testimony of Crone, Sipple and Hood, ibid., pp. 147-167.
121 Sgate Department Document #5136c, July 26, 1986. L
::: %?&Francisco Examiner, March 16, 1986, _ o .
124 November 8, 1952, FBI feletjrpe from San Francisco ta Divector, Us v. Zapala, ét al,
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Pereira was convicted on cocaine charges in Costa Rica in 1985
and sentenced to 12 years in prison.'25 An important member ‘of
the Pereira organization was Sebastian “Huachan” Gonzalez, who
also was associated with ARDE in Southern Front Colitra oper-
ations. Robert Owen advised North in February 1985, that Gonza-
lez was trafficking inh cocaine.!2¢ Jose Blandon testified that Eden
Pastora knew that Gonzaléz was involved in drug trafficking while
he ‘was working with ARDE. Gonzalez later 1éft the Contra move-
ment and fled from Costa Rica to Panama, where he went to work
for General Noriega.t27. . = . o o

During the Pereira trial, evidence was 2lso presented by the
Costa Rica prosecutor showing that drug traffickers had .asked
leader Ermundo Chamorro the brother of UDN-FARN leader Fer-
nando “El Negro” Chamorro, for assistance with vehicles to trans-
port cocaine and for help with a Costa Rica police official.128

Troilo and Fernando Sanchez were marginal participants.in the
Contra movement and relatives of a member of the FDN Director-
ate.122 . - .. . . . . ; oo
© X. THE CUBAN-AMERICAN CONNECTION

Several groups of Miami-based Cuba Americans provided direct
and indirect support for the Southérn Front during the period that
the Boland Amendment prohibited official U.S. government assist-
ance. Their help, which included supplies and training, was funded
in part with drug money.18¢ - o :

The State Departrient deseribed. the allegations in its July 1986
report to Congress as follows:. '

.. 'There have been allegations that Rene Corbo and other
- Cuban Americans. involved in anti-Sandinista activities in
- Costa Rica-were connected with- Miami-based drug traffick-
- ers. Corbo reportedly recruited a group of Cuban American
-+ and Cuban exile combatants and military trainers in the
. Miami area who operated inside Nicaragua and in the -
* northern part of Costa Rica: Two Cuban exiles in this
group, Mario Rejag Lavas and Ubaldo Hernandez Perez,
were captured by the Sandinistas in Jurie 1986. They were
reportedly members of the- UNO/FARN group headed by
Fernando “El Negro” Chamorro. There is no inforination
" to substantiate allegations that this group from Miami has
" been a source of drug money for the UNO/FARN or any -
- other regigtance organization.18? S . ST

128 CBS Evening News, June 2, 1986.

126 Iran/Contra Testimony of Robert Owen, May 14, 1987, Exhibit RWO 7, p. 801.

127 Blandon, Part 2, pp. 132-133. . . .

128 CBS Evening News, June 12,1086, . . -

129 Staff interview with Carlos Cabezas, March, 1988, and with former Contras in San.Fran-
cisco and Miamj. . i C ;

130 FBI 302’s of Special Agent George Kiszynski, released in U8, v. -Calero and U8 v. Corbo,
both Southern District of Fleride, including 3/8/85 interview of Frank Castro; 12/17/84 inter-
view of Raphael Torres Jimenez, 8/1/85 interview of Rene Crobo; 9/6/84 interview of Jogé
Coutin; see also grand jury testimony of Carlos Soto in U8, v. Luis Ridriguez, Northern District
of Florida. . .

132 Btate Department Document #5136¢, July 26, 1986.
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- On May 6, 1986, Committee staff met with re resentatives of the
Justice. Depariment,, FBL, DEA, CIA and Sfaft);e Department, to
advise them. of allegations of gun running and drug trafficking in
connection with this group. .~ - .. o ° '

In August 1986, the Committee requested information from the
Justice Department  regardipg the allégations concerninz Corbo
and fellow Cuban Arhericans. Felipe Vidal, Frank Castro, and Lisy
Rodriguez and Frahk Chances {two_of the principals it Frigorifjcos
de Puntarenas and Ocean Hunter), conicerning their-involvement
In narcotics trafficking. The Justice Depattment refused to provide
any information in response to this request, on‘the grounds” that

the information requested  remained under ®active investigation
and’that-the Committed’s “rambling’ through ‘open inﬁésﬁggai&icsns’
gravely risks compromising those efforts 152 = - T T
_Less thin three months earlisr, the J ustice Department had: &d-
vised both the press”and the -Committee that the -altegatioris had
beer thoroughly invéstigatéd and wéks without foundation.188 -
. At no tire did the Justice Departnient disclose to-the Committee
In responge to its inquiry that extensive information had in fhct
been developed by the FBI from 1983 through 1986 suggesting that
iI:n‘any of the allegations the Committes ‘Was investigating were
rue, - a - . N o g
At the May 6, 1986 meeting with.Committee staff, the CIA cate-

the contrary were the result of disinformation. 134 L

In fact, as the FBI had previously learned from informants,
Cubégn Amencax_a Supporters of the Céntras hagd shipped weapons
from’ south Florida to Iopango, and from there to John Hull’s air-
strips in Costa Rica.185 The persons involved admitted, to.the FBI
that'?:t#ey" had participated in such: shipments, ‘making general
stateménts about them: beginning in  1985. On June 4, 1986: and
Junr-; 16,-1986, Rene Corbo, one of the principals in the shipments,
explicitly told the FBI that he had participated in shipping .weap-
ons to-the Contras in violation of U.S, Neutrality laws: 186

The Cuban%mencan.cbntingent supporting the Contra effort on
the Southern.Front work with Pastora until May 30, 1984 bonibing
at La Penca. After the assassination attempt on Pastora they shift-
ed their allegiance to Fernando “El Negro” Chamorro of UDN-
FARN. By. mid-June 1984, the drug smuggling through the South-
ern Front zones controlled by the Contras had grown sufficiently

185, wetter of John Bolton to Senator Richard G. Lugar and Senator Clasborns Pell, August 11,
134 Statements of DOJ spolesman Pat Korten to National Pubﬁ Radie, M s
York Times, May 6, 1986; statements of Korten, Kenneth Vefgquist(,: and giheraguzﬁslgépﬂv
gent officials to Committee staff prior to June 26, 1986 Executive Session; see generally Kellper
meg;;g%i? tﬁg fau;:‘:ommttee, November- 8, 1?88, noting his ‘ohjections to statements by Justice
i :: gvmer Mlia:illcmt’ﬂ May eﬁs’t ;98& meglting,fSélhcommittee files. ,
e generally the investigative files o clal Agent Kisyznski: rel in If :
and U8, v. Calero: SD) Florida 1988; admissio!;sp?:f BamAgon Mhan'meRodrll;;tfg ?‘g énusgisvmcﬁ'ab;
}3083’% s ]1{’1 éld’zlmn. Rodrigies, SD Floride, decuments raleased in connegtion with ULS, v. Lz
ez, ibid. ‘ ’ o
128 FBI 302s of SA Kisyznski, released in U.S: v. Corbo, SD Florida, 1988,
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obvicus that Robert Owen warned Lt. Col. Oliver North at the NSC

that the “Cubans'(are) involved in drugs.”137 _
Notes taken by Colonel Robert L. Earl during his tenure at the
NSC described how in August 1986, the CIA was worried about
.- . . disreputable characters in the Cuban-American com-
munity that are sympathetic to the Contra cause but caus-
ing more problems than help and that one had to be care-
- ful in how one dealt with the Cuban-American community
., and its relation to this, that although their motives were
in the.right place there was a lot of corruption and greed -

and drugs and it was a real mess.138

In August 1988, Corbo and Castro were indicted in a Neutrality -
Act case involving. the Contras brought by the U.S. Attorney for
Miami and prosecuted by Assistant U.S. Attorney Jeffrey Feldman.
No narcotics-related: allegations were included in the August 1988
indictment, 3% . . : ' : i

One of the three principals in Frigorificos de Puntarenas and
Ocean Hunter, Luis Rodriguez, was indicted on drug charges in
April 1988. The others, Frank Chanes and Moiges Nunez; partici-
pated in Contra military aggistance operations in 1984 and 1985.140
Nunez was employed by both the drug money laundering front,
Frigorificos de Puntarenas, and by, Glenn Robinette on behalf of

- the Second-North Enterprise. Former CIA Costa Rica Chief of Sta-

tion Thomas Castillo told the Iran-Contra committees that Nunez
“was involved.in a very sensitive operation” for: the Enterprise.142

. XL Ramon MizaN RODRIGUEZ AND FELIX RODRIGUEZ

A particularly controversial allegation arose during the course of
the Subcomrnittee’s investigation. This involved Ramon Milian Ro-
driguez’s offer to-assist-the Contras, following his arrest for money-
laundering. - - e -

In a June 25, 1987 closed session of the Subcommittee, Milian Reo-
driguez testified that in a meeting arranged by Miami private de-
tective Raoul Diaz with Felix Rodriguez, he (Milian) offered to pro-
vide drug-money to the Contras. Milian Rodriguez stated that Felix
accepted the offéer and $10 million in such assistance was subse-
quently provided the Contras threugh a system of secret couriers.

Milianw Rodriguez testified that he also offered to assist in entrap-
ping the Sandinistas in a drug sting—all in return for dropping the
charges then pending against him. , - : -

Felix Rodriguez strenuously denied Milian Rodriguez’s version of
the.mméeting, stating -that he reported Milian’s offer to.a number of
U.S::government agencies, including the FBI and CIA. No action
was taken by those agencies, and Milian Rodriguez’s case went to
trial.

Raoul Diaz refused to respond to a Committee subpeena to dis-
cuss hig recollection of the meeting. Therefore, because of the diffi-

137 North Notebook Entry @-0344.

138 Iran/Contra Deposition of Robert L, Earl, Appendix B, Vol. 9, p. 1109,

152 U8 v. Celerg et.al. and TS, v. Corbo et al, ihid. e '

140 [J.S. v. Luis Rodrigusz, Northern Distriet of Florida; FBI 302's of SA Kiszynski, ihid, - -

141 Irgn-Contra Testimony of Owen, Appendix B, Vol. 20, pp. 788-735; deposttion of Thomas
Castillo, Appendix B, bol 3, p. 180,
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culty the Subcommittee faced in -ascertaining who- i
truth—Ramon Milian lRodrigju_e_z_ or Felix R%dngu:;?—sl‘f[fﬂalgg v?rlalg

Senator Kerry, the Subcorhmittee Chairman, arranged
- N ey - - =4 an, d f
the country’s 1ead1_ng polygrsiph- experts, Dr. Donald gI?asEiQ; ngl?;}?:
Umvers1ty of Utah; to travel to Washington, D.C. to administér the
test. Dr. Raskin ‘administered a partial €xamination of Milian Ro.
driguez on June3-4; ‘1988, On two critical questions, Ramon Milian
Rodriguez’s answers ‘were . determined t6 he deceptive by Dr
Rafkﬁqa%h%;;%stmns were as follows: - =~~~ - '
L. Lid felix Rodriguez ask you to a deliveri
the Contras during the mee‘ti'gg at Rggﬂﬁggfg‘eég;enes Of mgne?y f o
&. ~ld-you arrange approximately five deliveries of monejr for the
ggﬁf:%so (Trf tlg;?b@ of;php:f_le \.ca]ls yourpersongllg received from
On the third question; Dr. Raskin could not determine’ whethes

or not Ramon’ Milian Redriguez Was beine fruf in - SPOHs
T%er%{ﬁsﬁon was as ‘foll%ows:g_l,1 o bemg truthfu_l n hls reslzon;s,e:
- D14 you arrange the deliveries ‘of at least $5. million the
Contras using the procedures that and Felix worked omt? ;1-1?
Answer;fye%' R uygl:} and Fehxworked ?ut;?;
At that point, Milian Rodriguez stated that he did' not want to

continue the examination, Based upon Dr. Raskin’s oral evaluation

not: fruthful: The Chairman: reached no- conclusion regardin, :
issue of whether Ramon Miliar telpaion Same
leéﬁ.t $5 m}li‘lhl?;a%‘o;- thevaIﬁ;l;sa..!_l arlzanged for @e (%eh\{?n?s of.at
Uuring Felix Rodriguez’ public testimon ‘before the Suboe mmi
tee on JuI.y' 14, 1983, Senator. Kerry statec;iy that he ‘di?isll:al;:cgelievt
Ramon -Milian Rodrignez’ Version of the meeting was truthful. -
Howevell-,, M'{]%an Rodriguez’ testimony regarding -the Cartels
General Noriega’s role in narco-trafficking,; and his involvement in
seeting up companies which were later used to support the Con-
t;:as, Wwas corroborated by 4 number . of witnesses, including Jose
Blandon, Floyd Carltqn, Gerald Loeb, and a Miami attorney. who
had supplied information oh the Cartels in = closed session deposi-
tlop.-In‘,-q.dd:lt;on, :-Mﬂ;ah-f-?Rbdﬁguez’-ﬁ'testim‘oﬁy" on‘ many- of these
points was corroborated by extensive documentary eviderjce and by
gl-;-gsnd Jury statements by his partners in federal criminal proceed-

'CUBA AND NICARAGUA - -
INTRODUCTION : _
Drug trafficking knows neither natipnal nor ideological bound-

aries, as evidenced by allegations of C; eo.oeical,
ment in the drug tr‘age; egations of Cuban and Sandinista involve-
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““The - Subcommittee ‘received testimony that throughout the
1980’s, Cuba has been used by drug traffickers as a transit point
and haven- for laundéring money.-Cuban authorities have, provided
stitigglers-with protection for their hoats and aircraft: According to
Bubcormitte¢ testimony, Fidel Castro himself acted as a mediator
on-behalf of General Manuel Antonio Noriéga in disputes Noriega
has had with.the Medellin cocaine cartel. Finally, the Subcommit-
‘tee received testimony that Cuban officials’ were Involved. in efforts
to establish ties between -leftist revolutionary grotps such as the

M-19 and cocaine traffickers. i S
" Beveral witnesses testified that Nicaraguan officials were also in-
volved ini drig trafficking, The Subcommittee-slso received testimo-
ny that represéntatives of the' Medellin Cartel entered into négotia-
tions with the Sandinistd government over using Nicaragua for
drug trafficking operations. Finally, the Subcommittee received tes-
timony regarding alleged statements by leadérs of the Cartel that
the provided assistance to the Sandinistas.

. HisTORICAL BACKGROUND

‘Pre-revolutiohary Cuba had an extensive tradition as a base for
the smuggling of illegal goods to the United States, as far back as
the 18th Century, and continuing through Prohibition to the over-
throw of the Batista government by Castro. The United States has
frequently sought the -cooperation -of the Cuban government in
stoppihg such ‘smiuggling.? :

By the time of the Castro revolution, organized crime had a sig-
nificant position of power in Cuba based on the wealth it had accu-
mulated by smuggling and related illegal operations.2 At the time
of the Cuban revolution, Castro himself claimed one of his objec-
tives was to cleanse Cuba .of the environment of corruption. Since
then, Castro has..conducted a highly visible public campaign
against smuggling, and the Government of Cuba regularly ‘issues
reports highlighting its successeés in the war against drugs.

The.Subcommittee received testimiony that despite Cuba’s aggres-
sive public stance against narcotics, during the 1980’s Cuban offi-
cials had again begun to provide assistance to-drug smugglers.

+ CUBA A5 A WAY-STATION FOR SMUGGLERS )
. Cuba lies on the most; direct air route from South America to
Florida. Due to its size, unless smugglers gét overflight rights, hun-
dreds of miles are added to their“trips. This greatly increases the
risk of getting caught ahd forces traffickers {0 decrease the pay-
loads théy carry. Quite naturally as the volume of drugs moving
into south Florida by air increased in the early 1980’s, the traffick-
ers became interested .ih obfaining overflight rights from the
Cubans. Elements of the Cuban government began to offer assist-
ance. According' to smugglers, this assistance was gradually ex-
tended to refueling and repair services, assistance in laundering

1 See ez, U8, Convention with Cuba to Prevent Liquor Smuggling, February 10, 1926.
2 Boris Goldenberg, The Cuban Revolution cnd Latin Amerieq, 1865, p. 110; Bonachea and
Martin, The Cuban Insurrection, 1952-1859, p. 34. :




64

money and providing safe haven from.U.S. law -enforcement ay-
= Luis Garcia told.the Subegmmitiee Hhat-in.late 1979 or ear]
1980, Cuban officials. offered him use of ai;stﬁgs-fdt?fefuéﬁgiéidfﬁg
flights. While Garcia said he hever took them up on the, offer, he
was aware of other smugglers who did.* Over.time; according to
the Su@gqn;m;tteg testlmgnyy.SEvérg.l;.. different smuggling organiza-
tions were’ able to Teach an undérstanding ‘with . Cuaban officials
;_lgai;;ﬁg?abtl_gd them fo use that country to facilitate “their aper-
S. . 3 Es . . . DR UL H

ranking Cuban officials were im licated in“drug smugeling. 'y
included a member of the Cubar? Commiunist 1 garilyl}%%ililzgagl gggf
mittee: Fernando Ravelo-Renedo, the former { ban Ambassador to
Colombia; the former Minister Céunselor of the Cuban Bmbassy in
CoIom_bla_; and a vice admiral of the Cuban Navy. The four officials
were indicted for their role in g smuggling conspiracy but were
never.bronght to trial beecauge they. never came within the jurisdic-
tion of. the Un;ct{zéidS];:atesig All o}f;1 ﬂﬁe other -co-conspirators in the
- case were convic QY a, jury which received tegt : 1
involvement of the fou{- Clibai officials.7 . 4 tesiix?%o?y a_boutr,t_lrle
.In 1988, a grand jury indieted Reinaldo: Ruiz and: Hlugo Coballos
based on videotaped evidence that showed Cuban ‘military prot
tion was provided to.cocaine traffickers coming to..the United
States from Colombia. Both are scheduled to go to trial 8~ | .

The experience of Colombizn drug J't_fafﬁdkeza-lGebrge-Méra'ies‘ ro-
vided: insight-iinto the ‘opportunities ‘afforded - i ckper
by Cuball_ authorities, R nél-co?-l.?s trafﬁ .S

According to Morales, -he first developed - a relationship with

éiiaqgj%éﬁ_e_‘ly aid land in the event of .an einergenty.11 '
Accérding’ to Morales, Cuban assistance 'was' then ‘extended t4

protection for boats ‘and a.{rcrafﬁ_iised’ in drug* smuggling oper-

- ¥Subcommittee testimony of George Morales, Part 3, A‘E il 7, 1988 4296,
s Subeommittee testimony of Livis Garcia, Payh 1, Moy 2‘37f1119é7, R eme.
Fob 8 90 . 5. oy of Flepd Carlin, Paxt 2 ¥4, 160; Chorgs oy orman, Part 2
. 8, 1988, p. 42; Rie regorie, Part 4, July 12, 1988 1, 160, orales, Part *
T & . PP 294956 and Part 1, July 15, 1987, pp 4745, 6455, C20™Ee Morales, Part 3, Apyi]
<s® Gregorie testimony, p. 160, ;. e S : . '
; II_'brl_capared Statement of Richard Gregorie, Part 4, July 12, 1988, pp, 853-385.

8 Suhéqmmittee testimony of George Mora} il 7, ;
12 Morales, Part 1, July 15, 1987, 45, > #rt 3 Apeil 1,988, p. 296..
12 Morales, Part 3, pp. 204-295 - ‘ :

;
4
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ations. Morales was also given the opportunity to buy drugs Cuban
aathorities had seized. from other traffickers,12 Morales testified
that the Cubans sold him the radio frequencies of the U.S. Coast
Guard, Secret Service, Drug Enforcement Agency, Customs and
local U.S. law enforcement agencies.’® He said their only motiva-
tion was obtaining U.S, dollars.'¢ . - .

.- Morales testified that Cuban- cooperation with him did not end

- after his 1984 indictment. Instead, the Cubans offered him the op-

portunity to relocate his entire smuggling operations in Cuba. He
testified that Cuban officials offered him a house, -ahd operational
runway and the use of Cuban banking facilities. 1% Although he did
not move to Cuba, Morales said he used a Cayo Largé bank to laun-
der over $500,000 in drug money.1® From Cayo Largo, Morales was
able to tra;mfer his drug money to other banks around the world.17?

. IpeoLocicaL Usk oF Drucs

In the late 1970’s Castro identified what has been referred to as
the “natural marriage” between the "drug traffickers and revolu-
tionaries.*# The traffickérs have the money which the revolution-
aries need to Taunch their operations, and the revolutionaries con-
trol the land and the peoplethe traffickers need to grow the crops
and run thé processing laboratdries. 1% ' oot o

_Jose Blandon -told the Subcommittee of - Castro’s decision to
become involved with-the traffickers.2° According to Blandon, in
the late 1970’s; Castro decided to uge the growing power of drig
traffickers and drug soney to export revolution  throughout Latin
America. Castro’s overall aim was to influence events in Central
America by simultaneously aligning himself with narcotics traffick-
ers ‘and regional. military leaders, following the éxample set by
General Noriega in Panama?l o
~ Castro pursiied- this policy by working closely with the M-19. The

=19 received advice and assistance from the Government of Cuba
even as it reached a working agreement with the Cartel’s following
their war in Colombia.22 ]

Maintaining a relationship between the Cartel and the various
Colombian’ guerrilla movernents has been a significant policy goal
of thé Cuban government. Blandon testified that -Castro assigned
the Cuban Ambassador to Colombia, Ravelo-Renedo, the task of
mediating the relationship between the guerrillas and the Cartel.
According' to Blahdon, Ravelo-Renedo reported to Manuel Piniero;
the head of the Cuban Communist Paity’s Latin American-Depart- .
ment.2® A witness at thé Miami conspiracy trial in which Ravelo-

32 Ibjd., Part 3, p, 296; part 1, p.49.

13 Mdrales, Part 1, pp. 89-90. ’

14 Tbid., p. 65.

1 Moralpes, Part 8, p. 296 and Part 1, pp. 65-66.

18 Morales. Part 3, p. 294.

1% Morales, Part 1, p, 48, Co o

*8 Subcommitiee testimony of Nestor Sanchez, Part 4, July 12, 1988, p- 197,

12 Thid., and testimony of David Westrate, Part 4, July 12,1988, p. 146.

20 iubcommittee testimony of Jose Blandon, Part 2, Feb. 9, 1988, pp- 166-108.
22 Thi

i _
22 Szuhcogf]:énittee testimony of Ramon Milian Rodriguez, Part 2, pp., 249, 255-256; Blandon,
Part-2, p. 106. ’
23 Blaidon testimony, Part 2, pp. 106-107,




66

do was an indicted. co-conspirator, quoted the high remking
gﬁlﬁgno officials as saying,: “We'll drown: =them§ [the A:_nencansi}: in
drugs-”.zet - . : (ORI - -, £y .
7 Cupa, PANAMA, AND THE CARTEL’

Castro’s role as a mediator was not limited fo dispiites between
the guerrillas and the Cartels: A¢€cording to Jose Blasidon, Cast:;o
also acted as a mediator in & dispute betwéen thé Medellin Cartel
ahd Noriega. The-dispute-arose when Noriega raided a Cartel labio-
ratory in the Darien province of Panama‘in June; 1’98\‘!_4,-’ arresting
28 employees of the Cartel and seizing millions of doHais’ worth of
equipment and' drugs, after accepting’ $5 ‘million frem the Cartel to
protect it. The ‘Cartel decided ‘to kill Noriega'in revenge, and Nor—
iega turned‘to Castro for help.2%- - 7w e

At Noriega’s request, Blandon met with Castro in Havana on
June 21 or 22, 1984. ‘Castro recoinmendéd that Noriega return the
$5 million in protection money and return the plant, personnel and
equipment to the Cartel.2¢ Duririg his tegp}tnony,_Bla:ndon produced
photozraphs of himself with Castro -which he said were taken
during that meeting. The. photographs wére sent.to Blandon by
Cuban intelligence three, months after the meeting. They were
madé part of the héé‘z:it\Tring' i'ecg;d and ‘were uséd by the Miami grand
j ‘hich indicted Noriega. S L
Ju%;g%lbn testified that g week later, on June 27th or 28th, Nor-
iega and Castro met directly in a meeting that lasted five to six
hours. At its conclusion, Noriega told Blandon ‘that. “everything
had been arranged and they were going to proceed _according’ to
Castre’s proposal.” 28 Although'a deal with the Cartsl had been
concluded, Noriega was still concerned that hig life was in danger;,
as about one’ hundred ‘members of the: Cartel werd living. in
Panama.?? The -Cubans sent a -25-soldiér military unit to fly back
with Noriega to Panama to ehsure his saféty until the terms of the
deal with the Cartel.could be carried out.¥0; : .

Castro DENIES \INVOLVEMEN'i"

- ,F;ldél Castro personally denounced the Blandon testimony as a

abrication. in a lengthy interview with an NBC reporter. He
fl%ﬁrilgg tﬁe; allegations that he mediated the dispute between Nor-
iega and. the Cartel. In additien, Castro gaid that:Cuba wag not in-
volved in drug trafficking and offered to prove .it. He said that if

the. Subcommittee members, would visit Cuba they would see “irre-
futable” evidence proving that Blandon had led.?% o

Senator Kerry, the Subcommittee Chairman, fold a representa-
tive of thé Cuban Interest Section in Washington that he would not

visit Cuba unless staff was permitted to “ad¥ance the trip-and

24 orie Prepared Statement, Part 4, p. 389. - . - .

25 glile:i%ommli:;rtza testimony of Jose Blandon, Part 2, Feb. 9, 1988, pp. 101-106. -

26 Jpid. - Do N P SR

27 Ihid.

28 Thid., p. 104.

29 Thid., p. 108. R

.80 Yhid,, pr106, 0 . - - e . . o T

21 ¥“Cyuban Leader Cagtro Denounces Jose Blandon Senate Testimony,” NBC Nightly News,
Feb. 25, 1988. | i B -
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unless the Cubans agreed to discuss the drug trafficking problem in
general. Senator Kerry also requested that Subcommittee, staff be
allowed to interview Robert Vesco-during the course of the visit.
TherCubans.never replied. to any of these requests, and never made
any further arrangements. for the visit. As a consequence, the trip
never took place.’2 . o .

ALLEGATIONS CONCERNING NICARAGUA

. In 1984, the Cartel explored using Nicaragua as a site for the
transshipment. of. cocaine and mioney laundering. Finding alterna-
tives to-Colombia was important.because the Colombian authorities
had raided and- destroyed several -Cartel laboratories in the
Amazon region. Further, Colombian authorities -dramatically in-
creased their pressure on Cartel operations after the miurder of
Justice Minister Lara-Bonilla. In Panama,; where. a base of gper-
ations had been established;, General Noriega was demanding in-
g:trsegged_control of the drug trade :and a larger share of the prof-
itg33 S : :

.Floyd Carlton testified that Pablo Escobar sent him to Nicaragua
twice in:1984, The first time he went with Ricardo Bilonik, a busi-
ness partner of General Noriega's, to deliver money. Carlton said
he did not know who the money was for since Bilonik handled the
delivery. The second trip to Nicaragua was to locate airstrips
which .could be used for the transshipment of narcotics.®+ Carlton
was told by another pilot that the Cartel needed long range planes
and airstrips with extended runways to handle flights carrying co-
caine paste from Bolivia to Nicaragua. This led Carlton to assume
there were processing laboratories m Nicaragua.35 -

During the same period, Escobar asked Ramon Milian Rodriguez
to explore the possibility of starting drug-related operations in
Nicaragua, documenting them, and then using the information to
bargain with the United States for amnésty.36 .

Ramon Milian Rodriguez’ account of this request is supported by
the testimony of a Miami attorney who first met with lawyers for
Rl{ledCa.r;el in Bogota in 1985 and later with all the Cartel leaders in

edellin. '

In October, 1986, the Miami Attorney began talking to the FBI
and the DEA about his meetings with the Cartel. He was given a
polygraph examination, which he passed. He told the DEA that
during early 1986, a Bogota lawyer for the Cartel told him that the
Cartel wanted to make “a deal ‘with the U.S. Government for im-
munity from prosecution, and they, in turn, would help stop the
flow of cocaine into the U.S,” 87 :

The Cartel lawyer told the Miami Attorney that Cartel leader
Jorge ‘Ochoa [Tinances both Sandinista and anti-Sandinista forces
in Nicaragua by setting up drag operations there.” 88

32 March 14, 1988 meeting between Deputy Chief of the Cuban Interest Section in ‘Washington
DC, Manuel-Davis, and Senator John F. Kerry and Blandon, Part 38, pp. 31-32.

33 Subcommittee deposition of Floyd Carlton, Dec. 4, 1987, pp. 86-87; Blandon testimony, Part
2, Feb. 9, 1988, p. 141. L3 - -

34 Deposition of Floyd Carlton, Dec. 4, 1987, p. 89,

35 Thid,, pp. 98-95.5

34 Closed session testimony of Ramon Milian Rodriguez, June 25, 1987, pp. 58-55.

37 Debrief,?:‘Miami Attorney,” DEA, QOctober 21, 1986.

S8 Thid,, p. 2.
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The Miami Attorney then met with Jorge Ochoa and other lead-
ers of the Cartel. At these meetings in Medellin, Cartel principals
told the Miami -Attorhey that they had invited him to mest with
them to act as a representative to “open Hegotidtions with the'U.S.
Government.” ‘Ochoa told the Miami Attorney that the Cartel had
“certain information which could be of interest to the nationsl se-
curity of the U.8.” regarding developments in Nicaragua, Cuba,
Mexico, Panama, and Colombia.5?® B '

Ochoa told: the . Miami.Attorney that the’ Cartel had. “worked
with the Commiunists in the past.”;Ochoa stated that “there was a
100,000 man:army.of radicals in the mountains consisting’ of Pales-
tiniang, -Libyans,": Peruvians, Argentinians, Ecuadorians and
Cubans, which ‘were better equipped than the army of the Republic
of Colombia and had received arms from Libya,” ¢ - ‘ h*d N

ishied

The Cartel leaders told the Miami Attorney that they w _
“work: for Armerican intelligerice by supplying information about
guerrilla activities, thereby ‘inturring amnesty for' their efforts.”
The Cartel leaders proposed “to have their representativés collect
intelligence”for a period’of six- months to a year, thereby-assisting
the U8, government' in geiting the’ intelligence it needs’ on the
¢communist guerrilla problem. At the end of this time period, they
would~receive - gmnesty-or an- ‘end 't0 -their extradition proceed-
in—‘”_4,1” T _.” . ':‘_‘ /7_ ,41 2y ..

af;Tﬁi:i(li' Miami Attorney returned to the U.8. with-the" Cartel’s offer,
relayed it to U.S. authorities, and passed a polygraph regarding
this account. The DEA and FBI then ‘déecided that conversations
with the Cartel would be inappropriate and subsequently broke off
all contact with the Miami Attorney. The material provided by the
Miami ‘Attorney was not” subjected to further -inveitigation by
either agency in connection with Nicardgua 6r the Contrag. = * =

Additional allegations about Sandinista. involvément in drig traf-
ficking: came from Barry Seal who worked as'a DEA’ informant
after he was caught Smtggling drugs. Seal “was given the task of
documenting the relationship of the Colombians and the Nicara-
guans by using ¢ameras installed in a plane he flew as part of dn
undercover operation.2 o . R

“Seal flew to Nicaragua and obtained photographs d¢f a Federico
Vaughh, who' U.S. authorities identified as a Nicaraguan govern-
ment official, and Pablo. Escobar loading Seal’s plane with drugs.43

The material gathered by Seal becamé the central evidence

- thereafter used by US. officials c1t1ng Sandinista involvement in

narcotics.®* - . . _ -

After the Seal operation. was exposed, Federico Vaughn digap-.-
peared, and no further information about the Seal “allegations ma-
terialized. The House Juditiary Subcommittee on Crime found that
the phone number used by Vaughn in calls he received fiom Seal
was a phone number controlled by the U.S. Embassy since 1985,

53 Thid. - - - . s
*0 Miami Attorney Deposition to Subcommittee; DEA debrief November 13, 1986.

41 DEA Debrief of Miamj Attorney, November 18, 1986, o

42 Gregorie, Part 4, p. 165, - )

“2 Jacobsen Testimony, House Judiciary Subcommittee on Crime, July 28, 1988,

 See Subcommittes testimony of Genéral Paul Gorman, Part 2, Tp. 104-107; Lawn testimo-

ny, Part 4, pp. 134-135.
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and by the U.S. Embassy or other foreign missions continuously
since 1981.4% , - :
In its International Narcotics Control Strategy Report regarding

‘Nicaragug, the State De}gartr_‘uent noted that there is “no evidence”

of the use of Nicaragua 1o ship drugs to the U.S. “since the allega-
tions made in 1984 in.connection with the Seal case, %6 ,

SuMMarY AND CONCLUSIONS |

‘The. Subcommittee testimony .regarding Cuban iﬁvolvémeﬁt in
narcotics trafficking was consistent with the findinigs of the State
Department in its most recent U.S;Jnte;-uational N arcotics Control

Strategy Report. That report notes:
~_US. law enforcement sgencies report the routine use of

. Cib a_irgpaée .and ferroritorial waters as safe haveng
against U.S. Government interdiction efforts. Some of the
flights or sailingg ma%énjoy the sanction of Cuban au-
thorities, as there has been some reporting that Cuban au-

- thorities have permitfed narcotics traffickers fo use this
strateglic location in exchange for facilitating Cuban aid to
guerrillas and subversive elements in third countries.*? * -

-As.the State Department report recognized, “corruption exists in

Cuba’s malfunctioning economy.” 8.3t is difficult to determine
whether the involvement of Cuban officials with drug traffickers is
a matter of personal corruption, or as Jose -Blandon testified, a
matter of policy by the Cuban government. . : SR

L | HAITT
I R ‘INTRODUCTION

By 1985, the cartels-began to seek additional trangit points-for
cocaine coming to the United States. A natural candidate was the
island-country just south of the Bahamas—Haiti. . -
:.Haiti. is a.particularly appealing option for .drug traffickers be-

-cause of its location, its weak and corrupt govermment, and its:un-
- stable_politital situation. The Island of Hispaniols on which Haiti

. is located, is on-the most, direct route—barring transit of Cuba—

from Colombia to the United States. Haiti has harbors and -inlets
which, afford excellent protection to drug smuggling vessels. More-

- over;: the Haitian Air Forée has no. radar facilities and does not
_routinely patrol Haitian airspage. Drug Planes can take off and

land freely at any of the istand’s m rous secondary airstrips.!

- Since ‘the day of “Papa Doc™. Duvaher,f-Haltfsegovei'nment has’
been- noforious for its corruption. The Duvalier,family and their as-
sociates profited enormously from the protection of many illegal
enterprises, including narcotics trafficking.2 However, until 1987,

+5 House testimony, ibid. R - ‘ ©o. - -

‘12 4U.S. Department of State “International Narcotics Control Strategy Report,” March, 1988,
P Us. Department of State International Navcoties Control Strategy Report, March 1988 p.
167. : o
4 bid, p. 159, : -

1 Subcommittes testimony of Thorpas Cash, Part 4, July 11,.1988; pp 21-22. -

*International Nareoties Control Strategy Report, Bureau of Intgtnational Narcotics Matters,
U.S. Department of State, March 1988, p. 162. y
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. e , by indi-
smuggling through Haiti was tonducted y i

ﬁgigloﬁ‘tﬁgng;ggtaﬁoﬁg organizations which made t‘fhelr own: ar-

rangements -with:the Haijtian govemmept-' offic1aJ.s e A
I " T COLOMBIANSMQVEIN PE T
! \- ‘. . N - ; - ‘! e aw "_l Jhe p’resi..

the "departure of Baby “Do¢” Duvalier ‘and t
deﬁgil;gwell?agctions c>1I"J 1987, the Colombijans Yook advantage of the
complete breakdown of government institutions and began to n:,:g)ve
into the.country in:force. They.focused-their efforts: on con;ufhmg
key military officers who were ‘in -a position. to -assure that here
would:be no interference with.thei¥ operations. - bis . i
According to DEA intelligence, the number of Colombisn ,}?ar -
s ek esing i i, b boen gromng dolly and e
R T e how using FH i 4
gggigsgg ggiﬁe aggosnﬁiig?fig,'érea. In addition, these’ organizations efl.re
buying up legitimate businesses to serve as .front. c_omgan;qsl (;11'
their smuggling. operations. Once, having, %ayled access t0 gc !
commerce, they then focus on corrupting-public ofﬁq}als ‘to protec
their interests.® = I,

e itiee hetid a detailod athomit of the %iocess the
¢ Subcominittee heard a detailed .account of the frocess
Cor{gl:gbilnsmouséi to establish themselves in Haiti from ;Osvg_ldo
Quintana, a- Cuban-Américan who' became involved in-drug smug-
liﬁg‘“’—frdr;l Haifi to‘ Miami. Quintana later téstified about -_hls px%&.
Colombizans established a working relati pship with Colonel Jean-
Claude Paul by working through &' Hditian *name dozo. The

i d to pay Colonel Paul, the commander of the :
Sa%?nnzgm];a;ﬁrﬁz for grgtection and for the use of runway on 1;115
ranch for cocaine flights.* Commg.n%éi)f rﬂ;e ]_JesHallmait i(-:;sn Bi?t]):ﬁ%fckss be:

‘ Paul to play & pivotal role in Haitian politics ]
};‘E:g : t(l:noiéogc?gce '?s ‘the glitg unit: responsible:for. the -protectlon,:cﬁ'
thé Presidential Palace® Colonel Paul’s influence was very muc

in evidence during the 1987 election, when much of the violence -

was atfribiited to: 'soldierséia‘;idctsecuzzity" officials known as Tontons
i - }’ﬁS 'e 101‘1.‘.-' - B LR .-_-.‘

Mf&%ﬁ*ﬁ?ﬁfaﬂuﬁ{ma, the payotfs to Paul were to'be made by

Cardozo on a shipment-by shipment basis.. In October, 1986, Colonel

Paul became dissatisfied with the_amouht:ef money he was receiv-

i i hipment of drugs in protest. .The-Colombians in-
ﬁ%ﬁ?gl:ﬁesde}?heg saeiszuzl:.a. and' found that their middle man, Cardc‘gzo,r
had beéen.pocketing most of What-tlfiey ttléoughtfhgeagggi;:f:% éaaﬁy}a?t%
‘Paul. The Colombians sen a-fteam of s to:

gg}f%iliﬁl Garc?dzo:;bac]ﬁ 1o Colombia, wheré they b:t;utglly- hgat
him for his “theft”. The money was. repaid and Paul s de]fl?.l}ds
were satisfied.” - S e e  Colonel

ints -told the.Subcommittée about the efforts- Colone
Pa%lu%gs?nv?ilesﬁaﬁe Mixizi]le Delinois, and his brother m;_i%e to es-
tahli;“.h their own cocaine distribution s_ystem in Mla:n:u Roger

: 1 , pp- 21-22 and Gregorie testimony, p. 183
:%ﬁm%ggy, Part 3, April 3, 1988, p. 148.
o Toul, B Bolwill testimony, Part 4, July 11, 1988, pp. 55-56.
7 Quintana, pp. 148-149. - : . TS
8 ¥bid., p. 181, .
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Biamby, a Haitian community leader in Miami, tbld the Subcom-
mittee, that Colonel Pau and other military officers owned ships

which sailed between Miarii and Haijti carrying cocaine.? -
Quintana’s testimony coupled with that of other witnesses led to
the indictment for cocaine trafficking .of Colonel Paul and his wife
by a federal grand jury in Miami.,*® However, once Indicted, they
cotld not be Pprosecuted because there is not an extradition treaty
betwesn the U.S, ‘and Haiti. Further, the Ha.itian,cdnstitution_‘ in
effect at'the time prohibited the extradition of Haitian nationals. 11
Richard Holwill, the Deputy Assistant Secretary “of State in
charge of Caribbean Affairs was questioned by the Subcommittee
on the decision to go forward with the indictment and the issue of

thé pre indictment meetings ;bei:vinaen_State'a.ncl'Jués!:ice.12
.Confronted with 3 situafion where an important military official
with a central role 'in the. Haitian govefnment was protecting the
narcotics trade, the. United States tried to. pressure the President of
Haiti, Leslie Manigst, to have Colonel Paul removed from the mili-
tary. However, & coup drove President Manigat from office on June
20,1988, and Colonel Paul continued to rlay a prominent role in
the armed forces.13 - e , ' :
Political chaos continued after the first coup which placed Gener-

vember .7, 1988, Colonel. Paul was found-dead. His wife, Marie Mir-
eille Delinois, under indictment in Miami for drug dealing, was de-
tained by Haitian authorities as.the murder suspect.15 .. ,

© Totk Miana Conwmomon

Roger Biamby testified- thst government officials in Haiti uge a
Miami branch of the Tontons Macoute to-terrorize the local Hai.
tians into cooperating with smuggling operations, 16

Biamby said that -the Miami based Tonton Macoutes are con-
trolled by Lionel Wooley, a Haitian national residing in Miami’s
Little Haiti, 17 According to- federal law enforcement officials i
Miami, Wooley’s gangsters protect crack houses and crack process-
ing plants. They protect he drug shipiments; the cash proceeds
from drug sales and they insure the silence:of the Haitians who
have b%eln used to unload drug shipments from the boats on the

iami River. 18 - ' o

 Biamby testimony, Part 4, July 11, 1988, pp. 10-11. -

19 Prepared statement of Richard Gregorie, Part 4, July 12, 1988, p. 395,
1 Eocllwill testimony, Part 4, July 11, 1988, p.48

12 Thid. -

13 Holwill testimony, p. 55.

14 Thid.

5 The New York Times, November 12, 1988,
1¢ Biawnby testimony, pp. 9, 12,

17 Ibid., p. 9.

'¥ Subcommittee interviews in Miami.
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, 'DEA’s OpERATIONS IN MraMI AND IN HArTI ° T
“"The Miami police and Drug.Enforcément Agency have had great
difficulty in development of prosecutable cases against the princi-
pal Haitian traffickers in Miami. In order to, penetrate the close-
knit Haitian society, the authorities rély on wiretapes, informants
and undercover operations. However, law enforcement agencies
employ a limiited number of French-Creole speaking officers, and
undercover -operations have béen limited as a result. DEA regional
chief Tom Cash testified that DEA operations in Haiti were also af-

fected by this problem.1® S
In Haiti, DEA participates with a Haitian surveillance unit in
watching the Port au Prince airport.2® However, according to testi-
mony before the Subcommittee, the drugs rarely come through the
airport, but are instead moved by private ship and plane through’
other transshipment points.2! Even if the surveillance provided
useful information, U.S. Attorney Gregorie argued that Haiti lacks
an honest police force and army to make arrests and punish offend-
ers.22 Moreover, when Haitian authorities seize drugs from traf-
fickers, the smugglers are not only set free, but the narcotics, in-
stead of béing destroyed,are often resold by the authorities.23 Tn
characterizing the Haitian® goveinmental structure, Députy;.Assist:
ant Secretary of State Holwill observed that “. .. there is no cen-
tral government . . . no judicial system . .. and the local army
commanders function as feudal lords.” 2% S :
The weakneéss of governmental institutions in Haiti has made it
éxtremely difficult for the DEA to carry out-its mission. The DEA
regional chief, Tom Cash, testified that his agency had developed a.
- joint DEA-Haiti Narcotics Center for Inforfiation Coordination. He
then conceded that because there are no corresponding - institution-
al structures—siuch as & navy or coast gudrd—to-tackle the haréot-
ics problem, the “information center didn’t niean -much. He dc-
knowledged, DEA efforts in Haiti are “rudimentary at best.” 2.
. . . CoNncLusioNs - . : )
-*There is lttle hope that serious inroads tah be made into the Co-
lombian narcotics trafficking through Haiti until legitimaie democ-
ratization efforts are undertaken. As long as the Haitign ‘military

continues to control virtually every government-institution, includ:’

ing the judiciary and law -enforcement agencies, ‘the cartels will
continue to operate unchallenged in‘that country.” - :

- However, therefare steps which couldbe taken to make it more

difficult for Haitians to run their cocaine distribution networks in
the United States. One of these might include an immeédiate review
by the Department of State of visas which have been granted. io
Haitians residing in Miami who are suspected of being involved in
the drug trade. ¥or example, fwo witnesses identified Lionel

18 Biamby testimeny, S 12,
20 Cash testimony, p. 23.
21 Bee generally Quintana testimony.
22 Gregorie testimony, pp. 183-184.
23 Bj m!:]n{twtimony, p. 6
24 Holwill testimony, pg. 53-54.
25 Cash testimony, pp. 38-44.
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Wooley as riinning the Tontons Mac: i i

ooley as running the Tor acoute in Miami ntrolli
% : xsnag;g ec:i)ﬁ?;eﬁi_ll:tnbungnulnetwork. He resigg?sl g%ﬁoaﬁoomnn g
.S, . case should be carefully reviewed TRin
whethoysd v ! ] Uy reviewed to deter e
v souter he bz cr:ommr ‘rltted acts ‘mcompatlble with his immigration

In addition, a major effort should b ' ‘

D 2 on, ; L sk ¢ undertaken b - 7
fr_nen—fi ‘agenties to train specialists in the Haitian %ia{egtru%lfx ‘are
ng@a&galffrierﬁentfiofﬁcmls with this skill, which has }beezf‘l r:
] cle to.developing effective i igence operations dire
et e Hattias it e nelgence apertion divct
S DITECt, government-to-government assistance. with';th ' spti
gg izlﬁzngi?ﬁg.?gisiﬁféi piévided through pfivate ang ‘?(i{l(;fg ary

A : e to m e 1 s
democratization efforts are ungel;?;hy?med to Ha1t_1 untﬂ_legltlmate

. HONDURAS *
. C mnopue@mN
Honduras has been a transit point for narcotics Cohling to the

United States since the late 1970’s. It i :
_ (late 1970’s, Its relatively s 4 i
%3argeI xiumber of remote dirt airstrips, long @agﬂiigrasgg %Iiauggltilge%
Cglj; msb ?gcisﬁ éni;a}iiee _g nall?e 31:%11‘%%&% ésilopo§9r point halfway between
have used Honduran waters to i:sx: fo’ml ads from wm SmUgglers
smaller boats headed for the Unitggs'S?;t O Gotrom mather S fo
fickers have used Honduran airstrips for | mien cocaine iy
ment; of cocaine headirig northy e for zefueling and transship-
_n" addition, two large recent cocaine seizures s
eoion, twa 3 1 s demonst )

gc;ngll}urg ]foibrf ;_ngc gosgsd gﬁe;%)%ckggednarﬁﬁcs to.avoid. detgaétt?ozhgg

iz6d DDER Teiinem e 1€ U.0. border. In 1987, Customs bfficialy
seized 2,268 kilograms of cocaine In a3 shipment of Hotxgtﬁaffifllleﬁ

holiflablg- i:he_‘%dntra war, ' :
-Honduras has received large amounts of U.S, assistanc
?g;d%régziggz g}fggeﬂt}?‘ Igfgié_st recipiént of %S.SS{StfaoI;g?énlua:s}giigz
» tecelviig 139 million ih loans and grants. The pesk vear fo.
U.S. aid to Honduras was 1985, when - - recetved 530
million of which $78.9 million W,aswuf ﬁfﬁgggﬁggfd $e89.1

His1oRY OF NARCOTICS TRAFFICKING 1IN HONDURAS

Members of the. Honduran military leaderghi
k the. 1 _ eaderghip became i
S i, smsggling Sronglh et relaioity it
1 ) . aAccording: to Jose Blandon, Colonel Nori
used his relationship with military intelligence coﬁnteglaﬁz
+ INCSE, State Department, March 1988, p. 128.

. 2 “Honduras: U.S, Foreign ce Facts,” by Sane i
tional Defense Division, Congressional Research Sgrv%ggf ll;tpgated Mlal?’ > fgégn pAgm and Na-
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‘Central Amégrica to protect his-arms dealings and his
Zﬁggi?l%&]g: drug trade. His counterpart i‘m*Hondurf’:s, the heaid
of the Honduran military intelligence in: the late‘-‘ 1970°s. axAl.d,ealjy

’s was Colonel Torres-Arias.? . A S
SofozgaSBlandon testified that Noriega drew Torres-Arias and 3
close associate of his, Colonel Boden, the comn}andef'_of aﬁ-..grﬁqaﬁ%
division, into the business of supplying ‘weapons' to- the LT
rebels in El Salvador. Several weapqns'ﬂlghts:fxlomNomegg , e
FMLN in Salvador went through Honduran ferritory and were. 1;{1'(3
tected by Torres-Arias and Boden. ' When 'Blandén: ‘was - as, _ed
whether he' pérsonally: kmew that :weapons were be;ng_.shl_ggg ;
through Honduras' to the rebels iri El Salvador;-he responded,* ‘
course.” ¥ A T e oL .

He went on to testify: - arie L . o

.. . Noriega coord.i—n'ated,meeti_ngs in Panama with the
Directorate ogf the Farabuhdo Marti Front to establish tw}o1 :
routes for the supply of arms to El Salvador, one /throug
" .. . the Gulf of Fonseca and an_otlngr in th_e‘North, qf Hon-
- -duras called the-Ho Chi Mink' Trail? ? S ‘
- Did you attend any of those meetings P .
- »Answer. I-atténded both meetings.5 bt i
In 1983, Notiega arranged twd meetings between Torres-Arigs,
Boléléf% 23‘?& gi%'FI%ILN reb,%ls. Noriega wanted fo have Fidel Casé:ro
introduce Torres-Arias and.Boden to .the FMLN l_eagi_c_eljihm_,m oxder
to facilitate the development of a direct relationship.®.To ggn,i;gfal
Havana as théir real destination, Torres-Arias and Bodeén s%l they
were traveling to visit Noriega in Panama. Thgy_;vs{e_l%l;‘ to ,E_}nf.?‘la
e e O e I enera gy milifary It for
seret meetings with Castro and the FMLN. n the word. of ¢
: i:f;s? ttéggf:vaia begaii to circilate among the Hopdurazf; m1htar;i-‘
leadership, Noriega passed the details back to the CIA."'N ev%-; 1?h
the trips caused a scandal which led ‘to the dismissal of ] of
Torres-Arias and Boden from the Honduran military, - Noxi
Blandon testified that by 1981, the relationship %gtyveeg E‘ilonrega
and Torres-Arias had expanded into narcoties trafficking.® Blandon
also testified that hé had indications that the network of clandes-
tine airstrips in Honduras which was being used.to sgpply the
Honduran-based Contras were being used by drug planes. ; ]
Honduran coastal waters also have been used to transfer matll;l—
jUana from mothér ships to smaller shrimp boats for, runs,to the

. - - s Tl . - - - he
itéd States. Convicted smuggler, Leigh Ritch testified that he -
gn&ltggrg::t:srgsf'. marijuana transferred from Colombian mother ships

i fmp bodts in Honduran waters. Ritch testified that the
gohnﬁhme;r bsggri?ﬁ)ey used lopked exactly like the ones the Hondurans
used and blended in with the Honduran fleet. The Colombian

mother ships off-loaded the 'inari_juane_t ’td"'the’_ shrimp bo?.ts atmght

"3 Tegtinony of Jose Blandon, part 3, April 4, 1988, D, 1{1:i'6-
¥ Eig.“- oo - -
5 1, .
L Ibild.., pp. 17-18.
7 Ipid., p. 15.
8 Ibid., p: 15.
sThid. p. 17,

e |
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ahd the shritp boats would then head back to the United States, 10
Convicted trafficker Michael , Vogel testified that his smuggling
group ‘was offered the samie off-loading use of Honduran waters.t1
While Vogél. testified that he never personally used Honduras, he
was aware of a group working out of Honduras in conjunction with
the Honduran military.12 ™ S .

Bitch’s and Vogel's account of using Honduran waters for the
transshipment of marijuana ‘was confirmed by Tomas Zepeda, the

agent. who  operied the first DEA office. in Honduras in .1981.
Zepeda, in. a Subcommittee deposition,  stated that Honduran
waters were being used for transshipment to- a consgiderable
degree.13 . L : . . :

- He went on to say that such [fransshipments were protected by
the military, When the DEA would ask’ the Honduran Navy to
intercept the smugglers’ boits, Zepeda said they (Honduran naval
officers) would: ' '

. stall for time, identifying a number of problems, lack of-

© . tuel, the boat would bé: unable to operate. Ard frequently'T .. -
.-.- would have to'gq.rintO‘rheadquartérs-azixd réquest authoriza-
. tion .to buy fiiel for the patrol bodts so we could goouton. -

.o an (;')peration._It was usually after-the fact when we got out

in the patrol area.2¢ . . - - L )

- Zepeda-also said that he:had received information that Torres-
Arias was involved in the drug trade and that he had passed the
information on ‘to Washington, 15 Accordinig to Zepeda; when
Torres-Arias was replaced ‘by General Gustavo Alvarez the corrup-
tion at“senior -levels of the -arimed fofc'e's"i"contiﬁﬁed.’.,.Zepeda- said
that he filed extensive reports on the Corruption of the military by
the drug trafficket's and that the corriiption made his Wwork in Hor
dutas difficult: -~ - - - o S T B T :

_ “It was difficult to conduct an investigation and expect the Hon-
duran authorities'to assist in' arrests  when it was them we were
trying to investigate;”’ he explained. 16 o o " -

Without consulting” Zepeda, the" DEA office in’ Honduras was
closed’in June-of 1983 for “budgetary reasons.” 17 Zépeda said that
if he had been' asked, he would have argued that the office should
have stayed in operation. He said that.even though there had not
beén ‘Hany arrests; the office had generated a substantial amount
of useful intelligence, when the office closed, Zepeda Wwas sent to
the’ Guatemala City DEA pffice, where he continued to Epend 709, -
of his time dealing with the Hondﬁraxi’.:’drug"prdﬁl“?lﬁ, Zepeda tes-

tifed that the drug problem in Guatemala was less severe than the
one in Honduras,18 o ST . ; s :

10 Pestimony of-Leigh Ritch, Part '2; Febrnary 8, 1988, p. £3.

1z Degositign of Michael Vogel, March 81, 1988, pp. 24-25,
12 Thid,, p. 82. . )
*# Zepeda Deposition, Part 4, April 6, 1986, p. 720. -
e
id., p. 720. -
18 Thid., pp. 721-728, =4
17 Thi 794 . . .

s B- .
18 ¥hid,, pp. 724-725.
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Bueso Rosa, LATCHINIAN AND NARCO ngmm

October 28, 1984, the FBI seized a shipment of 345 kilog of
¢£§ﬁ8‘%§2§fb an estimated $40 million on a rural airstrip in South
Florida. The proceeds from the sale of cocaine were to ‘ha_‘rvg been
used to finance a plot to assassinate- Honduran szesldept B(?bertg

rdoba.?? : ) o o
Suzzrge(sji?’éd in the plot were General Jos¢ Bueso-Rosa, who was at
thé time the Honduran military ‘attache in Sant,lago_,“_(_}hll_e,‘ Geoard
Latchinian, a Honduran arms dealer living in Miami; and Faiz Si-
kiffy; a Honduran busirfes,jsman_t’alsp Elmg% -in- Midmi. All were

rged with conspirvacy to commit murder. Hoo- T
Chzigi?}(}e?ﬁne' of tI});é aci—?;'est , FBI Director William Webster stated:
- don’t want international tertorists to Gsteblish .
bézz%h'eads or bases for operations in the United Stafes
suck as they havé enjoyed for years in other parts of the
world.2! i . . . e sl of O
Factual 'Admissions by the United States in the .trial of Oliver
North;, released publicly on April 6, 1989, revealed that “in mid-
September, 1986, Lt. Col. "North advised Admiral -Poindexter that
U.S. “Ambassador Negroponte, General ' Gorman' of South Com,
senior CIA official Duane Clarridge, and Lt. Col:"North hiad worked
out arrangements for support of the [Contra] Resistance with Gen-
eral Bubso-Resa; .a former Honduran military officer who:had re-
cently been convigted of offenses in the ,U.S._ Lt. Col. North suggest-
ed that efforts be made on Bt;gso-{{_._ogg s__‘gghalf -t6 deter him from
lisclosing details of these covert activities?2 .. . ..
dl_slgtﬁasoéf%‘oSé was subsequently exiradited from Chile to the United
States. While Latchinian was convicted by a federal jury on con-
spiracy charges and sentenced.to 30 jyears in-prison,. Bueso-Rosa
was treated very leniently. He was sentenced to five years at Eglin
Air Forte Base federal prison. camp in Florida,- af!;elj senmr\U.Sr
overnment .officials attempted to intercede on-his behalf since
27" e had been a friend to the U.S... .., involyed in helping us
with the Contras.”22 The Justite Department had objected strenu-
ously to the lenient treatment atcorded Bueso-Rosa, arguing that
the conspiracy, was the “most gignificant case of natco-terrorism
fiscovered.”zs " T T T
.%gilsléoviéiﬁﬁér 21, 1987, Jo¥ge Ochoa was’ arrested on a highway
in Colombia’ driving'a $70,000 Porche owned by Said Speer, a Hon-
duran Colgnel serving ‘as a miilitary attache in Bogota. Said-Speer
denied knpwing Ochiod and said'that His useof the car was unau-
thorized, but “he coiild not ‘explain’how he was”able toz'.spurchgse
Such'an expelisivé car on'thie pay of a Honduran Colonel.

18 “FRI Nips Plot to Kill President of Horduras,” By Robert E. Taylor, The Wall Strget Jour-

", yﬁlﬁ‘é“r‘;eéﬁai*’%;ug Link to Suspect in’Alleged Plot Against Honduran,” by Jon Nord-

heimer, The New York Times, November 3, 1984. :
21 Taylor, op. cit. o "
g 8. v. North, 1.5, District Court, 1988, #102. o
:2 gﬁﬁiﬁﬁ?ﬁ?ﬁ%ﬁy Y)f Fga&m J. McNeil, Part 8, April 4, 1988, p. 52, Iran/Contra dep-
osition of Mark M. Richard, Appendix B, Volume 23, August 19, 1987, pp. 122-128 o

25 %Ei’it%lz-}4§i:ﬁ43érs in Honduras are linked to the drug trade,” by James Le Moyne, The New

 York Times, February 12, 1988, p. Al

~
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- On November.19, 1987, a week after autliorities in Florida confis-
scated the largest sejzure of drugs ever,in the U.S. (8,000 pounds of
:cocaine) which had been packed in hollow furniture in a Honduran
factory, DEA announced plans to reopen its Honduran office:26

v, 7). RaMoN Maira Barzistizos N
i’ “In March 1985, DEA“Agent Enritue Camarena was kidndpped
and. bratally murdered in.Mexico. Camarena had been invéstigat-
‘ing -thé-activities of Ramon Matta Ballesteros and ‘Miguel Felix

- Gallardo at-the time ‘of his kidnapping: Both Ballesteros and Gal-

“lardo were believed to- have been partners-in a large cocaine smug-
gling organization which Wworked through Mexico to the .Umited
States. Following Camarena’s murder, DEA began an intensive
search for Matia, L S _

-‘Matta was born in Honduras and grew up in an environment of
extreme poverty and illiteracy. As a young man he obtained a false
visa and moved to the United States. He was eventually captured
by immigration officials and deported. He returned to the United
States where he was sentenced to five years at a minimum security

- ptison in Florida:"After serving three and one-half years of his sen-

‘terice, he bribed his way out of prison and fled to Mexico where he
JOII}Qd a.drug smuggling ring. He rosé through the ranks to become
‘on€ of the fop people'in thé smuggling organization at the time
DEA. agent Camarena began His inquiry.27 o
DEA trackéd Matta to Cartagena, Colombia where he was arrest-
ed and set for extradition. The Medellin cartel planned an escape
from the Ta Picotd prison in Bogota but the warden, Alcides Aris.
mendi, blocked their plans.'In revenge, the Carteal muirdered Aris-
mendi while his car was stalled in Bogota traffic. The Cartel’s

. second attempt at rescuing Matta was successful- They paid $2 mil-

lon in bribes to the prison guards and Matts walked ouf of jail and
ﬂéW_*tg Tegucigalpa: Once-back in Honduras, he surrendered to au-
thorities ‘on- eutstanding -murder charges. He was subsequently
found innocent and resumed a “normal” life. He believed that he
was safe from extradition to the United States because the Hondu-
ran constitution forbids the extradition of Honduran nationals,

. Matta, who had been characterized by U.S. Customs officials as a
clags 1 DEA violator, quickly become- one of Tegucigalpa’s leading
citizens. He helped estsblish an airling .company, SETCO, which
among other serviegs provided cargo transport services for contras
based in Hondurag.28 He fook. up residence on é.-lgggé estate_and
began giving rhoniey to the poor. At the same timie, U.S. law en-
forcement officials believed that he began running his cocaine
smuggling Speration from Tegucigalpa. Their suspicions about his
activities- increased as the result of two largé seizures of cocaine
from Hondu¥as in South Florida. The seizures, which .totaled more
than 5,000 kilos were both concealed in containers shipped from

I—Iondu’rgs,té the United States.

28 1.8, Jooks at Honduras as drug trensfer point; DEA recpening office in Tegucigalpa,” The
Washington Post, By Wilson Ring, December T, 1987, p. A2, INSCR U.S riment of
INM Bureau, Maych 1988, p, 128-129, i yPepariment of State,
27 47,8, grills Honduran dyug lord” Dave von Drehle, Miomi Herald, .1 April 7, 1988.
28 UJ.5. Customs Investigation Report, May 9, 1983, pp. B-10, :
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- In: addition, convicted smuggler Michael Vogel stdted that in-the
.zcoﬂsz-(ai-oflghjs “drug -trafficking ‘and.- 16‘9]_;3113 into the. pos_s%bihfyﬂ qf
-traffickingthrough Hoénduras, ‘We was informéd that an 1pd11}1d;]11a1

named :Matta was the Cartells pointman in Honduras specific g
and Central America generally, and that to engage in any narco
ics activity in Honduras'one had to have his cooperation.®® "
Despite his connection-to the- (_Ja.maxena mqrder.anc};shls fmjfff hg
suspected drug ‘dealing;- the. United-:States -did not -pressx‘x;e.«v_.t_ '
Honduran government-to talke steps toexpel him. frqm'thE{ﬂﬂﬁw
or curb his activities until :April 1988.-On"April 5, 1988, ‘;the;it.- -
tary-arrested him and exzpelled: him from: the country hyvﬁ : ]1311g
him oh a plane to the Dominiean-Republic: Upgnfa;:n\_zal! in the:Do-
minican Republic, hefwas put on: a plane to Miami mj_:h _Amgr}cap
authorities who arrested his as soon as the _plane__,v:zas m,-Ameé'lgan
airspace. The arrest occurred on the eve of Zepeda sﬂsol-_wdp_-lc.e tes-
timony before the Subcommittee. . RS ST L T

. , RicoRERTO REGALADO LARA e St
n May 16, 1988, the Hondurari Ambassador 16 Panamn was ot-
dé‘x?elri hgﬁ.withOQf'and'm Miamilaftqt;U 8. Cgstofp,s: agerits found
early 26 pounds of cocaine’in his luggage. “-., T . o0
\neTai_g Am%ass'ad.or, Rigoberto Regalado Lara, a retired Honfluran
army Colénel and step-brother of the Honduran armed {?;ces com-
mander-in-chief, had been Ambassador to Panama since 1986. In
response, to the arrest, the Hondurangoyernment. notified U.S.au-
thorities that Regalado’s diplomatic immunity had been suspended,
allowing Regalado to be prosecuted under the laws of the Unlted
s:tafes-' - = LT e - Co, . é{gﬂ T _-r"
Regalado had arrived at Miami International Airport f om. Tegu
ciglaaiga" ?)n?a'TAN Airlines flight on May 15.-A Customs inspector
checking his luggage found the Cocaine inside 10 packages - sur-
rounded by coffee and wrapped-in plastic; concealed ms1dej pant
legs and other clothing in his su1tcase:'39 : R
o " ", Poucy Issuss , |
review of the history of gin runming and drug trafficking
thﬁou?gl?-}gn?iuras su'ggegs that elemerits of ‘the Hpndpranm;x_xﬂl-
tary were involved in the shipment-of weapons to the FMLN ;n_rEl
Salvador and in the protection -of drug traffickers from 1980 on.

These activities weré reported to appi‘-i")p‘ri,_ate US g:@ire;nmeni_:::ofﬁ- o

ials hout the period. e o
o & moving decisively to clogs dovn the drug trafficking
by stepping up the DEA presence in the coimtry and using the for-
eign agsigtanice the United States Was_extend;?g to 1§he Homi_urans
as a lever, the United States closed the DEA office in Tégucigalpa
and &ppears to have ignored the issue, Little public ,agttgentm:_;_wa_s
focused on the presence of Matta Ballésteros in the country unt;
the February 1988 New York Times article.s E

:z ‘I‘bAurln'h};gsgdzgf %e!dm‘l drug-charge,” Thg Miami Herald, May 17, 1988.
31 “Le Moyne, New York Times, op. cit. »
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As in the case of Panama, it appears that a compelling factor in
United. States-Honduran relations was support for American policy
in the region, especially support for the Contra war. As long as the
Honduran government provided that support, the other issues were
of secondary importance. '3 o s S

. :PANAMA
INTRODUCTION

“The indictment of General Manuel Antonio Noriega on federal
narcotics charges in ldte January, 1988, did not come as a surprise
to either the Executive Branch or the Congress; T
By the time’Genei_-al Noriega was, indicted, the United States

years and done little to respond. o -
-“The failure of U.S. officials to act was largely the result of the
relationships Panamanian officials had developed with U.S. intelli.
genceandlaw enforcement agencies in_perforrhing -services for
them on a. variety .of matters,. including drug”enforcegﬁent. It was
180 @ consequence of ‘the desire .of US officials -to maintain good
relations with the Panamanian government during:the negotation
and ratification period of the new Panama Canal Treaties during
the Nizxon-Ford and Carter ‘Administrations. And it was -4 consge-
quence of General Noriega’s: provision. of Panamanian help . with
the Contras during the Reagan Administration. - o
The Subcommittee has reached these conclusions on the basis of
sworn testimony from former U.S. officials résponsible for handling
U.8." policy: toward Panama, Panamanian officials who formerly

money. o r I .
Significant information essential t reaching a more complete
understanding of the evolution of 1JS policy to Noriega has been
kept from the Congress by the Executive Branch. In April, 1988,
Senator Kerry asked the General Accounting Office to review rele-
vant files in the U.S. agencies involved with Panama policy to de-
términe the process by which that ;policy was made. I July, the
National Security Council denied the GAD access 1o the files neces-
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sary to complete thé job on the grounds of national seturity. The
NSC ordered all relevart agencies to ' withhold their files® on
Panama from the’ GAO. As a conséquence, the Subcommittee has
not béen able to uridertake a full analysis of how the Noriega prob-
lem was handled by the U.S. prior to his indictment. =

The Subcominittee bélieves it is essential that the new Adminis-
tration meke it possible for the GAO to follow through Wwith its
review of past U.S, policy toward Panhama.t ‘ :

OriciNg oF CORRUPTION IN MoN EY Lay NDERING

" Until 1968, Panamanian politics - were. dominated by a small
group. of leading families which controlled the economic and politi-
cal life in the country. Key decisions were made by coalitions of po-
litical parties which worked out disputes among these elites.?

Omar Torrijos, a populist general, changed the system in 1968,
when he led a coup against the civilian government and put him-
gelf in charge of the country. The military took control of the polit-
ical system, and began to integrate the urban lower clagses and the
rural peasants into the political and economic mainstream of Pana-
manian society.? e e e e e
__Torrijos then turned his attention-to.developing the Panamanian .
economy. These efforts included the.development of Panama as an
international banking: center. Torrijos was advised that Panama
could simultaneously become a tax haven by eliminating income
taxes and a bank haven by developing strict bank secrecy laws
aleng the lines of-Switzerland. By using the U:S. dollar as its offi-
cial currency and developing a legal system’which allows the For-
mation of “hearer share” andnymous-corporations, Panama could
become -an ideal site for péoplérand institutions from: around the
world:to deposit their money:without. having to-worry about con-
vertibility, taxdtion; or disclosure:® = | W _—

During the late 1970’s and early 19807, .illegal dollars-began to
_enter Panamavia private planes;.by private couriers, in passenger
suitcases on commercial flights, and ag air-freight. Evéntually, this
activity was facilitated by the Panamanian’ military, who super-
vised the off-loading of cash into armored cars.® :

By the end of the Carter Administration, U.S: intelligence had
begun to recognize Panama’s increasing importance as & center for
laundering U'8. currency. By the early 1980’s, the Central Intelli-
gence Ageney suspected that Panamanian officials were involved in
facilitating: money laundering for drug traffickers.® U.S. ‘policy

- makers did not take any steps in résponse 16 this évidence, howev-
ér, and official corruption in Panama spredd from money -launder-
ing to a wide array of criminal activities; including-narcotics traf-
ficking by public officials, their relatives and associates. .

2 %Panama’y Polifical Crisis: Prosp
1988, p. 2. - : ;

3 Thid. . .o N

"+ See Subcommitiee téstimony of Martin Mayer, Part 3, April 5, 1988, pp. 67-68. ~ - F
s Subcommitted testimony of George:Morales, Part 8, April 7, 1988, pp- 203-234; Yeigh Ritch;

Part. 2, February 8, 1988, pp. 66-68; Kamon Milian Rodriguez, Part 2, p. 247. .
-6 Suhcommittee testimony. of Admiral Muyphy, Part 4, July 14, 1988, p. 239,

"1 See GAO-NSC correspondences. T ' o -
ical -Crisi ects and U.5. Policy Coneerns,” CRS Issue Brief, Juné 18,
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to ten. percent; deperiding on the services 5
: r s depe: 1 the services performed.? -
fecording to Milian Rodriguez, between 1979 and 1983 the PD

services: for ] ney, rangin
ces: for the drug Inoney, ranging from one-half of one percent

de Panama 8

Milian qunggez te_sdtiﬁed that in May 1983, Noriega decided to

Norjoate him a5 ?;.0 nﬁza dle-man for laundering cartel drug mone
ooriega i ofam_g 2 lave mfprn;aj:mn .about the money launderi o
activities MllanRodn Rod,r;guez passed.on to the DEA. The tip fésl-tlllntg-
edin "mM]bln]aény laundgu% arrest by the Customs Servics and the end
R Lo 1o o S Ry Biercd N
- . . * 3 - :
gign ?1’131]:?{1 Iau:;ﬁgnng business, an asserﬁoxiscorrgbt(fliiegoﬁtr? s
Blandon in carlier testimony before the Subcommittee,? ’Fheyas er.
ton i quBrtrha;ﬁbclagr;gggzaﬁegﬁgy -a Ie}fﬁr that DEA Special Agséil;

Y S [,. Br V b : ) ) a ~ Vi i : . Far

asglfgﬁlg lgf;:éze investigation ofg Mili Pl}aii.R%irsiﬁigei% go. thapk him for
niemhéi-y;jf Nr N[l]lj?n qup_guez’ arrést in 1988, Cesar Rodﬁguei' -
°r_of Noriega’s “civiian group,” began referring . drug tr,afa:

B e

fickers with currency. to -laund
xers with currendy to launder to the Bank of Cred; )
l]f:-gl;lc:}i %@e«fﬁ@n@?ﬂ,ﬂbl‘amh,.m Panama.!1 B’(%CIC rﬁgg ﬁgﬁggm'
branch stéffan{ﬂam? In 1980, following a period during which 'ta
(ondon o ,Cultivated relationships .with then President R iy
Senoral h:?é]gfe ?tngn (gﬁlonel Noriega.1? Amjad Awan » BCCI gjf}('i)’
: : a : ians i 3
befha;n;;ghe BEC%I;? aine npmbg; agi(; ﬁhlt]a] élzla?:gz:?%pans.m: London,
1 sworn testimony -taken by the Subc itte jad Awa
gfelﬁle:;iz i&zyaﬁiﬁndﬁs,tga; he or the Bcegog'lﬁ:ﬁ% —?’gg:gnﬁ ﬁvaaﬁn
o Y & -drug dealers.** How ' cknowl.
gicgle% having -an.account relationship :;Iiif{ él;:agaﬁi:dgas ooknoml-
! ut ed multi-million dollar loans. Furthermore Anoos? »ch
q1_1en:; mdlgtment- on money laundering charges in Tampa suggests

] S 0 - ) = =y = i - a5
:’f];uibcd., pmp. :tbee_ tee_;nmony of Mxlmn Rodriguez, Part 2, Pp- 230-231, .
Testimony of Ramon Milian i -
A]ilgl 5 1?.88, o, 557 Rodriguez, Part 2, Feb, 11, 1988, pp. 254-255, Blandon, Part §
See The Washington Post, April 3, 1989, “Panamanians Arrest 5 Accused in D Rin,
. . 1 g g, A-

11 Subcummittee testimony of Leigh Ri t '8 1k

12 pbeomy Hmony of Leigh Ritch, Part 2, Feb. 8, 1888, p. 70.
o Ibig::s;l) t 2? 21_:f Amjad Awan, Part 4, Sept. 30, 1988, pp. 470—4711?

Vi Thid, p_ 513 - "
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he lied to the Subcommittee about his rol¢ in 'the money laurider-
ing business. His testimony on this subject has been referred to-the
1.8 Attorney for possible prosecution for perjury.> ~  # .-
.- Acéording to Awan and -officials’ of ;the bank, in .1982-Noriega
opened an account at BCCI with farge amounts of cash. The ac-
count gradually grew to around $20 million through deposits of sév-
eral ‘hundred-thousand.dollars in cash at a time: Noriega instruct-.
ed the bank te keep:the records of the account away from Panama-
nidn nationals: and to>book"the account’outside of-the country.'®
. -Noriega then -used the account-to make-cash payments to Pana-
manian political figures. Awan said that-be assumed that the pay-
ments were béing madé in connection with the presideéntial elec-
tion schediiled for-1984. He said Noriega gdve the politicians hand-
written notes which instructed the bank fo'hand over to them cer-
tain amounts of cash: Noriega-then called the bank to say that
someone would be.coming by with a note of instruction; end Awan
would give the cash to the persofi with the note.*® - - -

.. EARLY.- PANAMANIAN INVOLVEMENT IN INARCOTICS '

The Panamanian miljtary first forined ties with drug traffickers
in the ‘early 1970’s. According to press accounts, these initial con-
tacts were noted _by the US Bureau of Narcotics and Dangérous
Drugs {the “BNDD”), which identified Noriega, then in charge of
Panamsnian military intelligence, as working with the traifick:
& .17 B = . - - ‘ R

“Tn 1972, while the United States was negotiating with Panama
ovér the future control of the Canal, thie brother of the late Gener-
al Omar Torrijos, Moises Torrijos, was indicted for smuggling drugs
in Panamanian diplomatic pouches. U.S, law eriforcement authori-
ties learned that he was planhing to ‘trangit'the Canal Zone, which
at that time was under U.S.jurisdiction, ‘and made plars to Have
him . arrésted. However, Genéral Torrijos was alerted_that his
brother was about to'be arrested as soon as he: entered the Cahal
Zone. It was this tip that allowed Moises Tortijos to escape cap-
ture. 18 ' o e A

During ¢onsideration of the Panama ‘Canal Treaties, the Senate
Select Commitiée on Intelligence was asked to evaluate narcotics
intelligence on Pshamahian: involveéiment in the ‘drug trade. The
Committee’s then-Chairiman, Seriator Birch Bayh, reported to the
Senate on the BNDD’s evidence of involvement-of prominent Pana-
minians in drug trafficking. Ariong those cited by Bayh were Gen-

eral Torrijos’ brother, Moisés Torrijos, theti-Foreign Minister Juan.
Tack, who was said to have signed‘thediplomatic passports of drug’
sraugglers,-and Ra A
amanian Ambassador to Taiwan.® Moises Torrijos’ drug traffick-
ing was cited by some Senators as justification for voting against
the Treaty.2° ST T .

15 Thid., pp. 477-479. L

16.Thid;, pp. 479480, -

11 Sez “Panamanian military
Union, Albany, New York, Jupe 10, 1988, p. A-1: ] )

18 Congressional Record, Feb. 22, 1989, p. 84113, S # ‘ =

10 Senate Congressional Record, Feb. 21, 1978, $3980-3981. B

26 Congressional Record Feb. 21, 1978, pp. S3975-3082.

Ty e o

héel Richard Gonzalez, the son of the thep-Pan-

ofﬁcers- deamed drug traffickers,” Knut Rc;.;rce, :If.:F:e Times-
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. After the passage .of the Treaty, no furth i

", { , ary; - er acti
%geé%,s {:th?e ri:i%%n%ft% félcleal drug-related corn?lc-;at(i)glnwiills %a:]geamn ;bay
ndeed, the _of official corruption in Panama y
public. prominence until Nori e iaded from
Toreijop in a plang & 'h;onl;lleuﬁ? gg?ﬁé%tfver followmg the death of

.
NoriEga’ s ,CQI:?.R:.UPTION-QZF PanaMaNian INsTITUTIONS

The first -ties between the Panamanian mili
et . veen 8 milit . ani rcoti
gzi;'ﬁ(;l;ease toorl;iplace; while:General Torrijos was asgll ?Zal‘}lfirel.lgf(ﬁ?ﬁ
aver, as Pﬁ:e:l Noriega-cons olidated his power, the narcotics situ-
ation In | mﬂlama grew significantly more serious. As a conse-
pbrtant’ insetituﬁtary took increasing control of Panama's most jm-
For PDF officials, but also fo sxercioe movio s, Senerate revenue
Noriega gajne:i control of the Cu  Tmmmizration Sarade.*t
A gained toms, Immigrati
port Services, Civil Aeronautics, the %I’ati ; o of Doy Pass.
A { 3 onal Bank of P
%aej orAtPtomey qeneﬁt?tu?jiﬁ;:’ yg}}:igh_tglgether rgpreggl?tlgg ?:Iﬁg
1 Panamanian tions with jurisdiction o e yti
e, e, ol gl o e N Al
1 Guard, Air Foree, Navy, police. : ‘
toms under a ‘sin ‘ e Panuiinin, Ba.Cus-
Fpges oo, 2. gle cqm:_;n?nd called. thg. Panamanian. Defense
. As head of the PDF, Noriega now contro ements
_As head of PDF, ga. now controlled all ents
Ecam]ﬂngmand m%gggmm-la u;‘réi gqggr:;tlllal to the protectioﬁeﬁegﬁi; iﬁgf?
icking -and m R dering, thus gccomplishing twa
ngi}eﬁgé—ggﬁr;gmng lexas gontrol over lf’anpama agd vggr%gﬁllsnm:
self. Noriega bad turned Panama’s political system into wl
pies ermed s maropionaiy o et T s
to Noriega, cemented by giaft and compaasiey, hersonal loyalties
ﬁmAdedmthnar(igtlcs mgng.gzilt and corruption, a1‘1dl substantially
_ According’ to ’oriégé,’sf former political adffsor Josi '
e N T
officials. Among them were: Ma'y - Nivaldo Madrionr Spaor s top
ials. th e: Major Nivaldo Madrinan; chi
g_g&%na] -Department of Investigations; Major Luis aél(;r%%llg ‘"Oéhti}(la?'
of the ‘Trans an: portation Department ‘of Panama; Major Luis del Cid
ﬁhémmanif an, r;;i ‘hiviqui ’R_gg}qn, an area used by drug smugglers for -
thelr ps;,-r(a}zh_:.l ons; Major " Cleto Hernandez, who siniiltaneousl
forved o et o he Panema Pofentiary and o a lsisor, i
Major Rafacl Cedenio, Noriega's persenal sebaerr ool Region;
Trujillo, Commander of the %entfair?nal o s pejor, Hilario .
jillo, Co nde he. Ceny one; and- Captain Luis Qi
‘tﬂlllogm snlflg;lgeghz?g sun-:nx%ltangously placed in charge al?lg;‘;aliuuﬁsQau;ﬂ’
¢ : nit and as a liaison to the Medellin carte on-
. il e f tho eame e o’ e o
ever information the DEA had Dr‘t"i:idédl ﬁﬁ&% fraffickers to what
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a Subcommttee Testimeny of Carlton, Part‘if, Fehmary 10, 2988, p. 216.
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Blanidon told the Subcommittee that a group of officers from the
Panamanian Air Force also participated in drug trafficking for
Noriega, among them Colonel Alberto Pureell, Lit. Col.” Lorenzo
Purcell, and Major Alberto Fundord, as well as Air Force Chief of
Staff Marcos Justines, all of Whom ‘enjoyed'the profits of the smug-
gling operations.26 . W T e .

In addition to these military groups, Noriega also worked closely
with a group of non-military personnel who became known as “the
civilian group.””.This group, which included his personal pilotsyen-
gaged in a-variety of criminal activities -at Noriega’s direction:
Prominent members of this group who-handled illicit operations for
Noriega inéluded Enrigue Pretelt, Ricardo Bilonik, John and dorge
Krupnick, Carlos Wittgreen, George Novey IIL, Cesar Rodriguez,
and Floyd Carlton.27- - - - S AL

. .. Noriega’s INVOLVEMENT IN THE ARMS BUSINESS

- Even before Tortijo’s death, Noriéga had been active in the gray
market arms business, using his control of the government security
apparatus t0 arrange Panamanian end user certificates which le-
gitimized -the shipment of arms to Panama. Once in"Panama, Nor-
iega would“ell the weapons to whorever bid the most -for them.2®

His earliest clients .included the Sandinistas :whe were then
trying tq overthrow the Nicaraguan goverhment of Anastasio
Somoza.2? The weapons were purchased in” Eurcpé by Michael
Harari and Jorge Krupnick, who, worked with Noriega.®°® The arms
weré moved to Costa Rica for shipment to the SBandinistas’ under

the eye of Noriega’s partner, Costa Rican Sécurity Minister Johnny

Echevarria. Althotigh many weapons wete in fact sold“to the Sandi-

nistds, many more wound up in storage in Costa Rica when the
Sandinista war ended in 197931 © "0 T .

According to Floyd Carlton, a partner of Cesar Rodriguez and
pilot for Noriega, the excess weapons were then marketed by
Panamia to the rebels in El Salvador.32 .~ T
~ Carlton and his partngp Cesar Rodriguez flew the guns into El
Salvador in 1980 using Panainanian military.aircraft. One one ‘of
the trips, Rodriguez’ plane -was damaged. on -takeoff and crashed
when he tried to land in El Salvador. Carlton, who flew & second
plane on the same delivery mission, pulled Cesar Rodriguez from
the wreckage, put him in his plane and flew to Panéma where they
both. went into hiding.33 T ‘ L
 When Salvadoran officials discovered the wreckage of the Pana-
méanian. Defense Forces plane, the origin of the weapons for.the
vebels was obvious. According to ‘Blandon, the Salvadoran govern-
ment formally protested to Torrijos about the weapons deliveries,

26 Blandon Memoréndum to Subcommittee, Feb, § 1988, - - - '
. Kaligh, Senate Permanent Subcom-

27 Blandon, Part 2, p. 91; see.also testimony of Steven M

mittee on Investigations, January 28, 1988; and Blandon Memorandum to Subcommittee, Feb. &,

1988,

28 Blandon, ibid., pp- 86, 138. .

29 Jbid. : - - - ) . .
30 Subcommittee Testimony of Jose Blandon, Part 2, February 9, 1988, pp. 93-94, 1.0, *-
st Blandon, Part 2, Feb. 9, 1988, pp. 135-140

1988, p. 53. '
32 Subcommittee testimony of Carlton, Part'2, Feb. 10, 1988, p- 193.

53 Carlton, Part 2, February 10, 1988, pp. 193-195.
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and the General c - sl G
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sided. \FILOR, the political erisis ca ‘bw.
e the Noregn weabons continucd fo Sxpond, Toci ool
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SR _.OP Wweapons markets which he .could suppffgggﬁﬁtﬁ

%

ab_(l)y’. . -
. One such market_became the Contras Witk .
frade Slowine® W . Coa ne the Confras. With the: e ]
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© Noriéga aldo developed: ofher wois.. L
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- ega | £ sts i .
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egotiated-on Noriega's behalf by Lt Colonel Jutliati: Borblia Melo
gf?%?lzalggi:;anian xEf\l'ai:icv_nal Guard. Thir d, he began ]ﬁlc.)@%s‘e’ merm-
bers of his “civilian group”.to smuggle pa;cphg:g--dxgctl;g S
i+ In 1982, Floyd ‘Carlten was both g"mﬁmbgr of Gqurgl_ Noruls §.6.S
“eivilian ‘group” and: Geheral “Noriega's- personal Dilot. In 86,
Carlton ‘was¢arrested by thé Usited States, and convicted 01_1_1_1ar£
cotics charges. In 1987, Carlton behcﬂamg a prmcqgﬁa_lﬁmtz;gss‘ %g@fsf
Noriega:in the Grand Juiy ease’ broughit-in the:a_South%rg“Dls_ rigt ol

Florida that led to Noriega's'indictmient. TR S
.F-locﬁliotxlll-?;elscriﬁéd 4n agtall 16"t ‘ef*-Sﬁbcpmgalqt’e{e how he estailla-
lished a navcotics trafficking business, on NO;IEgg ] b‘ehalf with the

edellin ¢a: el. o N ) : ll . o B TR
M%ierllltlgnc%gtsﬁﬁed that he entered the business of’smugghngc c(i-
caing in mid-1982 while working as qu_j;ega g :12?1'5913?1“;1’]19‘5& Gar -
ton said thiat he'had several meetings with I:gb_l_'q_Eg,c\zg?ar and, ( pls-
tavo Gayera, two leaders of the cartel; who asked him to_‘_gm_‘%gé% e
cocaine from Colombia irito Panama for the cartel, Carlton. initiz ﬂy1
declined, but changed his mind after disciissinig’ the matter, witk

iega'a weeks later.” i s

N%r;gf '1?" ig;iﬁéd‘ that on his second meeting with Escobar, Esco-
bar offered to pay Noricga $30,000 to:$40,000 per load of \ca&:ggpe(:i
and Carlton' $400 per kilo. Aceording to Carlton, .Noneggoei_ ‘ Wﬁﬁ
Carliton that this was too hitile, and thsg,j; he .W‘g_a.pted $100,0 )0 for the
first trip in advance. The. cartel agreed. Uliimately, Noriega Wag
paid $100,000 for Carlton’s first ﬂJg]‘at; $15Q,00_0_f01: Qa_ltltpn 8 3380?
flight $200,000 for Carlton’s third flight of cocaine, and $250,000 for

T AT T + ht Ofcpcajne. 3 L Loy .
Caé;tﬁ?oifgg” lét]?igilg hat hé was only ‘one’of Norjega’s several part-
ners in driig trafficking. Among.others were Cesar Rodriguez, a
drug pilot who obtained the planes. needed to smuggle narcfgt:lcs
from ‘among thogé seized by the Panamanian government from
other traffickers.*® : Tl e ,
Noriega’'s Rirr WiTH THE C{mTEL

984, on the day of the Panamsdnian elections, the lead-

ersh:)fl\%ﬁg’l\}[edellin cartel ;game to Pgmama to meet.m%a the __formeg
president of the country, Lopez -Michelsen. They hac enﬁneexﬁe
thé assassination of the Colombian Mml_ster of Justice, aiﬁ tho-
nilla, a week earlier, and needed. protection and asylum un it e
furozi.died down.** Noriega told-associates-that the cartel paid be-

tween.$4 million and $7 million. fmé Nsﬂriegafs protection 9f indivici_y\
jals in t rtel during this period.#® - ..~ - S

uaII-ISolxl;egzgi Cb?rf‘;'id-May;gN oriega became congerned abput the pres-
sure he was receiving from U.S. law ileaifcgﬁmen; Elfrso;rlgg% ,ggx;cs:%;:;--
ing the cocairie procesging plant he allowed the car . -
ﬁ%tgf ]%(;cz?e?ﬁ Panama. £ Now that he was harboring the cartel

b. 9, 1088, pp. 88, 101-102: S G e e
N S
s Shbearamittes *éii?f';;ﬁﬁi of Blangon, Bart 5 Feb. 8, 1384; pp. 101, 10; Ca¥lton, Part 2, Féb.
10 %Slsah%o}:?giﬁd.; pp. 101, 108; Carlton, ibid., pp. 197-199. : ‘
46 Carlton, ibid,, p. 199.
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leaders, Noriega feared that if he allowed Darien to remain open,
the 7.8, mi%ht recognize that he had become a partner of the Me-
dellin -cartel. He ' therefore decided to allow the P inisn
fense forces to conduct - & raid on the cartel’s cocaine- processing
:plant at Darien. Twenty-thrée of the cartel’s personnel were cap-
tured in the raid, and the plant and equipment were seized.47

harboring them from Colombian justice. The cartel leaders felt

Noriega _had betrayed them and began planning his assassing-

tion.48 Noriega, who was travelling -in Israel, learned of the plot

and decided to stay in London until arrangements could be made

%lioggh‘ Fidel Castro to.rescind the cartel’s order to have him
g e 1 -] ,

agreed to the terms proposed by Castro. The 23 people were deport-
ed, and the Panamanian government dropped the eriminal cases
against the cartel’s emplbyees._‘*-" ,

Norreca’s U.S. ParTnERS

By 1983, Noriega's willingness to become an active.participant in
narcotics ‘trafficking became known -among US. drug traffickers,
‘who began to approach. him, for assistance in moving narcotics
through Panama to the United St dtes,. o

OnerAmerican.partner of General Noriega was the Ritch-Kalish
organization, which smuggled significant quantities of marijuana
into the U.S. over a period of more than a decade. Initially, the
Ritch-Kalish organization had used the Cayman Islands to launder
money. -After learning that the PDF and General-Noriega were
making Panama available to narcotics traffickers, the organization
approached Noriega: and paid him a $300,000 cash bribe in Septem-
ber, 1983. Noriega allowed the organization fo use.Panama as its
base, permitted the drug traffickers te purchase a residence near
one of his own personal ‘hemes, and ultimately entered into a full
‘partnership with the organization 50

Neriega invited Kalish to become a partner in Servicios Turisti-
cos, a business operated by “ci)n‘];ia.u group”” members Rodrigues
and Pretelt as well .as Noriega:'Kalish. made. a $400,000 payment
for 25 percent of the stock of the company, of which half went to-
Noriega. By the end of 1983, Kalish'wasnegotiatingrfor Noriega on
the purchase of airplanes, including a Boeing 727 to be used by
Noriega for money «Iaundering. According to Kalish, Noriega in-
tended -to use that plane to. fly money -out of Washington, D.C.
under diplomatic cover.5! ' '

47 Carlton, ibid., Blandon, ibid., pp.-101-106.
*& Blandon, ibid., pp. 101-102, ’
“® Blandon, ibid,, j:p. 101-106. o
19;; Tesgimuny of John Kalish, Senate Permanent Subcommitiee on Investigations, Jan. 28,
y D 4
52 Thid., pp. 5-8. o
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In return for such favors, Noriega provided the Kalish drug
smuggling organization with military - protection and- favorable
treatment. Kalish -himself received three: Panamanian passports,
including one Panamanian diplomatic passport. Noriega continued
to work.with Kalish in: drug smuggling operations until Kalish’s
arrest and incarceration in Tampa, Florida on July 26, 1984.52

. U.S. KNowLEDGE OF NORIEGA'S ACTIVETIES . -

-As a consequence of the:NSC’s decision to prohibit GAO nvesti-
gators from receiving information-regarding US policymaking on
Noriega and narcotics, the Subcommitiee cannot définitely -detet-
rnine what U.S: agencies knew: about Noriega and when they knew
it. (The GAOQ’s report to the Subcommittee Chairman regarding the
status of its inquiry, as well as a chronology of the GAO’s attempt
to reach agreement with the various agencies of the U.5. govern-
ment in compiling theé information on General Noriega requested
by the Congress, are included as #n appéndix to this report.)
_However; it is clear from the testimony of 2 nuinber of witnesses
‘before the Subcommittee that Noriega’s activities in' connection
with narcotics*had become widely known within Latin America by
the mid-1980’s,53 ' S Lol LT B

This knowledge extended to some of Noriega’s political opponents
in Panama. By 1984,.a prominent member of the Panamanian op-
position, Dr. Hugo Spadafora, began- to publicly criticize Noriega
for working with Colombian traffickers in the narcotics business.
Subcommittee witnesses testified.that Noriega arranged .in re-
sponse. to have Spadafora tortured and' murdered by members of
the Panamanian Defense Foréés in' September 1985: The involve-
ment-of the PDFswas confirmed by a number of sources, including
Noriega's: personal pilot, Carlton and:Blandon. The murder-of Spa-
dafors focused further attention in Panama on-Noriega’s involve-
mient with narcotics and related activities.®*. -~ -7 .7 ;

The -most detailed:account of the: évolution of U.S. policy toward
Notiega provided the Subcommiittee came from Francis J. MeNeil,
a career State Departinent official who had been Ambassador to
Costa Rica from 1980 through 1983 and Deputy Assistant Secretary
of the Intelligence and-Research Burean at State. IS -

According to McNeil, the State Department hever trusted Nor-
iega, referring to him “early on”.as “the rent-a-colonel, in tribute
to his ability to simultaneously milk the antagonistic intelligence
services of the United States.” 55~ - .. > - . .

McNeil characterized Noriega's relationship with American in-
telligence agencies as too “cozy,” leading ‘our intelligence ‘agencies

to depend on him and Panamanian intelligence for hiandouts, and
treating Noriega as:an allied service. McNeil stated that the conse-
quence was that the 11.S. took a “see no evil approach” to Noriega,
which was a““true intelligence failure, the accountability for which

52 Thid. .

&3 Subcommiittee testimony of Ritch, Part 2, pp. 656-69; Blandon, Part, 2, pp. 112-113;.Camper,
Part 4, pp. 292-293; see testimony of Dr. Normarn Baily, House Select Compnitiee on Narcotics
Abuse and Contril, March 28, 1988, pp. 5-8. : b .

54 Snbeommittee testimony of Floyd Carlton, Part 2, Feb. 10, 1988, p, 202; McNeil Prepared
Statement; Part 3, p. 323. R .

55 McNeil Prepared Statement, Part 3, p. 818, ey
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;es%ts” \;rzt‘h the intelligence folk who had become Noriega’s cli-
nts.’ : '

McNeil described how in 1980 the U.S. was aware that César Ro-
driguez was engaged in smuggling guns to Salvadoran rebels while
smuggling drugs to the U,S. The U.S. ¢complained to Genersl Torri-
jos, 'who In turn ordered Panamanian officials to “knock it off”
’1th consequence was “a dimunition of Panamanian involvement”
O conatas 1o Mobie '

According to McNeil, the Spadafora murder and the exposur
the involvement of a PDF officer in' cocaine trafficking “hgdsﬂé\;gg
the pressure on narcotics,” although the US still had not confront-
ed Noriega directly on these problems.58 ,

‘ ’ﬁ On J&.me_ '13’ 191%6% a _1e"n,gthy a;:ticli? :f%)tﬁ;ed in the New York
mes describing Noriega's narcotics trafficking, quoting unnam
White House and Administration officials. A%te% the garticle eﬁpd:
peared, the State Department commissioned an investigation of the
charges, which concluded that Noriega ran Panama, that Noriega
was corrupt, and that “we know for certain PDF officials are in-
Volqed.lg-the cocaine trade but we don’t have that evidence on
Noriega. - According to McNeil, the analysis recognized that “not a
Sparrow falls [in. Panama] without-him taking a feather,” and that
‘Noriega has to know [about the drug trafficking] and is likely get-

tml\% 8&_5%131"3.,” 59, . '

. MgNeil testified that a formal policy review took place short
theljeafter in 1986. The participants in the review-"li)ncludelé tlg
Ea.nama Regional Interagency Group, and representatives -of the
QI'A, State Department and Defense Department. At the meeting

seve,ral of us suggested in different ways that the Noriega issue
wasn’t going to go away if for no other reason than narecotics.”
However, after the meeting, “a decision was made to put Noriega
on the shelf until-Nicaragiua was settled.”60 '

Assistant Secretary ‘of State for Inter-American Affairg, Elliott
Abrams, in a public statement, subsequently denied McNeil’s asser-
tion that the U.S. ‘delay responding to the Noriega drug problem
because of Nicaragua. * : S :

- Other US- officials who testified before the Subcommittee gave
conf.ll'ctl,ng: accounts of when the U.S. first had information sbout
Noriega 8 involvement in narcotics. o :

- According to a. DEA agent based in South America, the U.S. first
received reports linking. Noriega and narcotics before 1978.61 Ag-
cording ‘to this® official, Col. Noriega and Gen. Omar Torrijos were
then seen visiting Medellin where they. were met by drug traffick-
ers. This trip-and subsequent ‘trips to Colombia by Noriega and .
Togﬂ‘]fggvgere fggfrted t% DEA headquarters.52 :

Y or ,» according to Nestor Sanchez, the CIA liai
Central America, U.S. officials were av@aa:ge of ‘‘rumors’’l1,21-;‘:%1&;.2:.)1%:l tfl?é
Panamanian Defense Forces and governmént officisls were in-

&8 Tbid., p, 319. -

3% McNeil Prepared Statement, ibid, pp. 820-821,

58 McNeil Prepared Statement, ibid, Vol 3, p. 323.

39 Ihid., p. 328. . -

69 Subcommittee testimony of McNeil, Part 8, April 20, 1988 p, 42,

:; ﬁggusmun of Thomas Cepeds, Part 4, April 21, 1988, pp. 759—‘730.
id.
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volved. in-narcotics trafﬁckingé ?ut that there, was no hard: 'ev;dence

nfirm the rurnors as fact. _ L e
t{?\%qkﬁle Noriega was. aggressively: expanding his;eriminal ;em}:fr-
prises,;the 11.5. was. ap}imaljpntly unable to make any ﬁlgls er
progress in determiining whether the “rumors” were true or i ; ei_
according, to Geheral Paul Gorman, formér.commander in chief o
the United States Southern Command: Gorman told the Sugagor}?-
mittee that after he assumed his position in Panama in 1983, he
specifically tried to find out whether the rumors abogt._.l‘{ozge ag
crimina! involvement were true, and was . unable fo establish taraa
Noriega was committing any crimes. Gorman testifiéd that lie had
been'assuréd by the U.S: Embassy in Panama that Notiega was'co-
operating with American efforts to combat narcotics trafﬁckmg
ng’rinaii contended that he only learned of Noriega's pérsonal in-
volvement -in laundering narcotics money. in 1086, upon reviewing
a report of the President’s Commission on Organized Céime.5¢ -

A different “assessmient was rovided by,Dr.‘:Norn:Lan B.a!]_leyél a
former-senior staff member of the National Secarity Council und }?r
President’Reagan between-1981 and 1983. In tesfg@gpyabgfore thge
Housé Select Committee on Narcotics, Dr. Béiley stated that at the
time he was at the' NSC there already éxisted “available to a}:;zy au-
thorized official of the U.S. government . . , @ pl;ethora ‘of - uml?n
intelligence, electronic intercepts and satellite and overflight ’pb'git,
tography that taken together constitute[d].not ?sfa,smql__ml_lg gun’ bu
rather a tvi‘renty-dne-afannon;;];fan;?%e‘ of %:élde]:n;{t?a :;gf 'Norieg{:t-,s: in-

s in criminal activity and drugs.® o o e
Y?Eﬁ%%e?ﬁéﬁd that “in connection with his duties and m”co“l-
laboration with the White Houge Office dg‘ Drug Enforcemenflzc he
discovered while at the  NSC: that #the Panama De.enste
Forces : . . and its high officials have been e:;ten’swely ‘ahd dzrgc -
ly.engsged. in-or engaged in aiding-and _ab‘ettmg’ g dzjll_g trafﬁé:kmg
to the U.S., gunrunning to the Sandinistas, Contras; Salva ci;-an
guerrillas, the M-19 and FARC in Colombia, illegal technology
transfers to the Soviet bloc, and money laundgrmg. oL B

According to the DEA, between 1970 and -1QSE;,anegas nlellme
appeared in more than 80 different DEA files.5” However, there
were no follow up investigations as these references were not- 1t;:_or-
roborated, but were typically “third party or hearsay mfi)(srn}a)afmn
which we cannot pursue very well.”¢8 Less than eight weeks be gre
Noriega was indicted, Drug Enforcement A'_geqcy Adminigtra gr
John Lawn told Admiral Murphy,thqt no mdl{:tment_\ggoulgg\ e.
igsued because there was insufficient evidence against Noriega.®?

" 'William Von Raab, the Commissioner for the Customs .Service

testified before the Committee that his organization had evidence -

linking General Noriega and. narcotics trafficking as early-as
1983.70 o o A

V i i . 12, 1988, p. 195 .
63 Sybeommittee testimony of Nestor Sanchez, July
mmi i f Paul Gorman, Part 2, pp. 38-39.
ﬁ: %:?1? msﬁti%;;s%%ﬁgg gelegt? Committee on Narcotics Abuse ﬁmd Contrel, Sgé\IACEé.OO—Z—
8,18 Fﬁreign Policir and International Narcotics Contro—Part I1,” March 29, 1988, p. 79.
" 66 Bailey, ibid, pp. 56. .
&7 Isazil:gr’nlmlitteiptestimony of John C, Lawn, Part 4, 4p 141. -
S S E R N Sl | o
i i i aniel C. s . P, 239-240. N
:: g:g;gemﬁlfeb?;nt%ehlgﬁgggsommmigtee hearing.fo review the President’s Annual Internation-
al Narcotics Control Strategy Report, March 14, 1988, p. 85.
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In April, 1986, Senator Jesse Helms, as chairman of the Western
Hemisphere Subcommittee, held hearings on Panama which pro-
vided some public details about drug trafficking by Panamanian of-
ficials. In those hearings, Norman Bailey, a former Reagan NSC
staffer, testified publicly that Noriega was “widély suspected of
drug dealings” and that the Organization of American States
needed .to meet to restore constitutional -government in Panama
and remove Noriega in order to respond to Panama’s growing drug
problem.?1 - ‘ : .

During those hearings, Raymond J. McKinnon of the Drug En-
forcement Agency testified that the United States. knew that
Panama was becoming a money laundering center, a transit coun-
try for narcotics en route from South America to the United
States, a transit country for precursor chemicals, principally ether
used for the production of cocaine, and a center for the local culti-
vation of marijuana.” Then-Assistant Secretary of State Elliot
Abrams further testified that the United States also was “aware of
and deeply troubled by persisterit rumors of corrupt, official in-
volvement of Panamanians in drug trafficking.73

Following the hearings chaired by Senator Helms, a number of
press accounts provided' further information regarding Noriega’s
narcotics-related . corruption, beginning ‘with the front-page The
New York Times article on June 12, 1986, which quoted officials in
the Reagan Administration and past” Administrations as stating
that they had overlooked General Noriega’s illegal activities be-
cause of his cooperation with American intelligence.”* By January
1987, the “Reader’s Digest cited “U.8. officials and Panamanian
sources” as describing Noriega as a key-figure in the international
drug trade.” Writing for the Digest; David Reed quoted “experts”
as saying that “Noriega and other PDF officers have received mil-
lions, of dollars for permitting the traffic o continue.”75

_ Wit Do tHE U.S. FAIL TO REspoND ’I‘\dl Norrzca ALLEGATIONS?

~The hearings chaired by -Senator Helms established publicly that
there was s significant body of evidence pointing to Neriega’s in-
volvément in money laundering and drug trafficking as of early
1986. Yet, the US. relationship with Noriega continued to be a
close one up until the moment he was indicted by the U.S.

There were differing explanations for this failure to distance our-
selves-from Noriega earlier than we did. :

The former operations chief of the South Florida Drug Task
Force, Admiral Daniel Murphy, stated that information about N. or-
iega was received by lower-level government - officials, but not -
passed on to policy makers. According to Admiral Murphy, the al-
legations “. . . were never considered that critical that they should
be at the highest level of government{ And they were probably re-
ported at lower levels,”’76 _

7t Testimony of Norman Bailey, Senate Foreign Relations Western Hemisphere Subcommit-
tee, April 20, 1986, pp. 17-18. .

% Testimonly of Raymond J. Mc¢Kinnon, Administrator, DEA, idid, April 21, 1986, p. 43.
73 Abrams, ibid, p. 40. . :

7% Seymour Hersch, The New York Times, June 12, 1986, p. A-1.

75 Reader’s Digest, January, 1927. : -

78 Subcoywmittes testimony of Admiral Murphy, Part 4, pp. 240-242.
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A different view was taken by former NSC staffer Bailey and by
Ambassador McNeil. R o : _
According to Bailey: . o : : ‘
Clear and incontrovertible evidence was, at best, ig-

nored, and at worst, hidden and denied by many different
. agencies and departments of the Government of the
* United States in such a way as to provide cover and pro-
tection for [Noriega’s] activities while, at the same time, ©
assuring that they did the maximum damage to those very
" interests that the officials involved were sworn'to uphold
and defend.”% o - . . o

Ambassador McNeil stated succinctly that the United States was
“coddling . . . Noriega beyond any time when one could reasonably
doubt Noriega’s involvement in drug trafficking to the United States’”
because he was helping the United States with the Contras.78

Bailey: and McNeil's view is corroborated in part by the factdal
admissions made by the United States in the trial of Oliver North,
in which the United States revealed that Noriega had provided
Contras on the Southern Front with $100,000 in July 1984, as well
as by other Admissions in the North trial discussed below.?? :

United States law enforcement agencies also considered Noriega
to be & friend of the United States, a belief largely based on the
significant amount of information and assistance Neriega had pro-
vided United States agencies. over many years. This view was ar-
ticulated by DEA Administrator Jack Lawn, who in’the 'past had
written Noriega letters of comendation for his help in’ fighting the
war_on drugs.®® In'a May 8, 1986 letter to Noriega, Lawn stated
the DEA's “deep ‘appreciation for the vigoréus anti-drug trafficking
policy that you have adopted, which is reflected in”the numerous
expulsions from Panama of accused traffickers.. . ./'81, - B

Lawn testified before the Subcommittee that the DEA had'had a
long-standing, cooperative relationship with the Panamanian- De-
fense Forces in the areas of crop eradication, harcotics investiga-
tions, money laundering and drug interdiction. Liawn stated that
“our narcotics efforts in Panama continue, despite-the corrupting
and.intimidating influence of drug trafficking on-government offi-
cials and institutions.”52 Lawn stated umequivocally that DEA had
been granted every single narcotics request ever made to the Pana-
manian Government.83 . . o : :

In fact, according, to Blandon, while DEA Administrator Jack
Lawn was referring to Noriega’s liaison to-the DEA, Luis Quiel as
“integral to the-success” of fighting international drug trafficking;
Quiel was serving as Noriega's enforcer to eliminate competitors of
the Medellin cocaine cartel by turning them over to the United

States.84 :

77 Bajley testimony, House Select Committee on Narcoties Abuse and Contrel, SCNAC-100-2-
3, March 29, 1988, p. 5.

78 Subcommittee testimony of MeNeil, Part 4, p. 42, )

75 Agreed upon statéments of fact, United States v. North, DC District Court, 1988,

80 Letter from John C. Lawn to General Manuel Antonio Noriega, Part 2,p. 383.

&t Lawn-Noriega Corresporidence, May 8, 1086, Part 2, po391. © -

82 Subcommittee testimony of Lawn, Part 4, p. 112.

&3 Tbid,, p. 122. R ) . - —_—

84 Subcommittee testimony of Jose Blandon, Part 2, p. 128; letter from-John C. Lawn' td Gen-
eral Noriega, May 27, 1987, Part'2, p. 391. - . S .
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One unintended consequence of the cloge relati i
Noriega and the DEA was the fact that the Pailﬁggaggt?gg
able to share DEA information with traffickers with whom ‘they
Ear_e fnen(_ﬂy._, As cqnvlg:_ted Americari narcotics trafficker Steven
alish testified, Noriega’s close relationship with the DEA allowed
Rodrlqluez_ and his partner, Enrique Pretelt, to advise other drug
lsirsx:il'legsg ers about whether or not t?heir planes were on a DEA watch

The DEA’s close working relationship with Noriega m ‘in
l%uepceq t}_;at agency to ignore allegations it had reégeivec? jrreEZ?EigIg
- Oriega’s involvement in the narcotics. trade. Carlton testified that
(1111 1986, he went to the DEA offering to testify about money laun-
ering, drugs, weapons, corruption, and assassinations involving
Noriega, But when Carlton mentioned the name of General Nor.
iega, the‘:‘ DEA”agents to ‘whom he volunteered the information
became “upset.” Carlton then decided that he or his family might
he harmegi because of the connectiong Noriega ‘had with the 1.8
Embassy in Panama, and decided to say nothing further. The-DEA
tried to reach Carlton by telephone after his initial meetings, but
llzgtfuﬁilﬁgogon&aépts i;fiokNpla}ce. The DEA stated that Carlton did

General Noriega’ ! i i i
Parlx‘lﬁmgl'vf%ith (ren -Agency,ssega"s ;name during . his contacts in

‘he. difficulty. of insuring the integrit of DE i i
Panama surfaced in another case invgo?vjl::lg a=DE}}A ﬁ?ggﬁ E
J une 1988 Accordmg to the U.S. Attorney’s office in Miami, the in-
fqrn:,_lal;t brought a collection of documents relating to Genel"al Nor-
iega’s .myolven}ent in drug trafficking and money laundering to the
US Embagsy in Panama, asking that the documenis be sealed and
shipped to the DEA office in Miami. When the informant arrived
in .lMlarm, the box containing the documents had been opened and
;;:S -Szflsertltied &tlgatt kegr élocuénents were missing. The informant

ssed a lie detector test an ) ' irs i

tigation which remaing lt)I:u-:‘n.f’'*]')F_.‘A b(?gan = mtem?lu aifal;s mves:
 Itis clear that the DEA continued to rely on N oriega even after

with drugs. DEA Administrator Lawn wr ote Nori '

: ‘ mir ega ag ]
May 27, 1987 to assure him that “DEA has long welcoigned ome-1 tc%ogg
association and we. stand ready to proceed jointly against interns-

tional- drug traffickers whenever the o i ises.”
ers _ pportuni .88
recently, the DEA relied on' the Panan?aman tgefﬁizs Forcggoiz

T i i ' AT i
. Kalish testimony, Senate Permanent Subcommittes on Investigations, January 28, 1988, p-

86 Subcommittes testimony of Carlton, Part 2, p. 211
57 Snbcommittee testimony of Richard Gregorie, Part 4.<Juls
28 Letter from John C. Lawn to General Neriess, bach 3 o Jor L 20 - 174.
See Washington Post, March 30, 1989, “U.S. Sues Nine Banks in Drug Money-Laundering.”
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Mxen MESSAGES

' tension betweén law enforcement and foreign pol1;;_y objec-
tivrrrelz;leappears-' to have led to a series of mixed messages being sent
Noriega from varidus branches of thé U.S. government. ThlS prob-
lerh became acute in 1985, a time when Noriega was worried that
the U.S. might respond to his continuing criminal enfce}'p_z';s‘es. B

According to testimony before the Subcomm1ttee,_ N oriega recog:
nized that the war being waged by the pontras ‘against the Nicara-
guan government was the highest’ priority of many g;el.];:_i?ers of the?
Administration in Washington:- In “accordanice withihis ‘past- han-
dling of U.S. officials, Noriega sought to assure the United-States

vould cooperate ®® - . S o
heAvgg‘erging‘ $o=J ose Blahdon; Noriega met with Lt; Cplonel thep
‘North in Juné 1985 on a boat arichored off Panania. City- to discuss
Panamanian coeperstion with the United States in the_ (‘:ond.uct-‘of‘_
the “War against Nicaragua in the- period when U.S. intelligence
agencies were prolibited by the Boland Arnnenquptufrqm ldzrectlgy
or indirectly” §upporting the Contras. Blandon testified that this
meeting led to an agreement by Noriega to ‘help train pontrg
troops and to"permit Contra. leadership to enter-and exit Panama
freely to facilitate the conduct of the 'war. Blandon testified that
during a second meeting betweeri' N oriega and Nori;h,;{qugga:sjug—
gested the Panarinian units.could be used-in operations 6n :le:a-
raguan territory.: However, Blandon Jhad no ':mformat.{on’ tha?: Nor-
iega took action'inresponse to North s request.t S

According to McNeil, following the meetings with N_orth, N or;ggia
met with the late CIA. Director William Casey QH.NOV‘?mbe?'s" 5
1985. A memorandum Casey wrote after the ‘mc_eetmg:-‘suggesqed
that Noriega left ‘“reassured.”. The narcotics issue was mot men-
tioned. Casey. justified his failure to raise’ the issue in his:discus-
sions on -the ground that Noriega: wag p;owdmg.valuab}e support
for our policies in Central America, egpecially: Iﬁ}caragua.- Casey be-
lieved that Noriega understood the U.S. opposition to drug related
cortuption and that the issue could best be left for the U.S. Ambas-
sador to Panama te handle. Hgfvgﬁveﬁ,; Oﬁhﬁ; 2UA.S. officials concluded

“asey had “let Noriega o e hook. R
th%‘il?gfvgg.the Nor,iega—%_asey meeting, the U.S. ambassador to
Panama, Everett Briggs, complained that Casey had given Noriega
the wrong signal, and NSC director Admiral John Poindexter was
sent to Panama to “upbraid” Noriega on the narcotics issue a few

weeks later. 93 .

On . ber 17, 1985, Noriega met with Admiral Poindexter
aﬁgnAg%‘;es?afgr ‘Briggs. Blandon. testified that after the meeting,
Noriega gave him the following version of what happened: Poin-

dexter told Noriega that a group of military officers would have to -

t of the country because of their involvement in the Spa-
ggfsoigtxggr(?er and that Noriega should reconsider returning Nich-

.99 See e.g. Subcommittee testimony of Jose Blandon, Part 3, pp. 158-168; McNeil Prapared
- Statement, Part 8, p. 325.
; i i f Blandon, Part 2, pp. 158-163, - - .
ey e B8 S v P
t, Part 8, p. 323 - . N
Stg?ﬁ:ﬁ ei,lAPrepa.redP Statement, ibid, p. 328.
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olas Barletta, whom Noriega had fired the Previous spring, to the
Presidency. The message was considered a strong one. Blanden tes-
tified that regardless of the understanding reached in Washington
that Poindexter would confront Noriega on his drug problem, Poin-
dexter neglected to raise the issue of narcotics, or indeed, of any
form of criticism of Noriega.o4 (

Blandon testified that while Noriega was meeting with Poin-
dexter in Panama, a group of U.S. citizens working as registered
agents for the Government of Panama were simultaneously meet-
ing in Washington with Constantine Menges of the National Secu-
rity Council staff. Menges informed them that the PDF would have
to be reformed, Noriega would have to stop dealing with the

pressure would be exerted if Noriega did not follow instructions.
However, the message was received as one significantly “softer”
than the one delivered to N oriega himself by Poindexter.S5

- Blandon testified that the mixed messages delivered in the Casey
meeting, the Poingiextex.- meeting, the two N orth meetings, and the

giving him a softer one.?6

- Noriega may also have believed his problems with the United
States had been resolyes as-the result of a quid Pro quo with the
Reagan Administration for his support for the Contras.

_ A number of the Admiissions in the North trial suggest that the
Reagan Administration agreed to a series of quid pro quos with
several foreign goverﬁments:in,gonngctjon with their support for
the Contras. In the case of Noriega, discussions. about such quid pro
quos continued through af least late 1986. ‘

For example, in late August 1986, Noriega told the U.S. -through
one of his representatives that “in exchange for a promise to help
clean up Noriega’s image and a commitment to lift the U.S. ban on
military sales to the Panamanian defense forces, Noriega would as.
sassinate the Sandinista leadership for the U Q. Government.” 97
In response to. Noriega's offer, Lt. Col. Oliver North told Noriega’s
representatives that U.S. law forhid such actions. “The representa-
tive responded that Noriega had numerous assets in place in Nica-
ragua and could accomplish many: essential things, just as N oriega
?;?”%%Iped the previous year in blowing up a Sandinista arse-

According to the Agreed Statements in the North trial, Admiral
Poindexter responded that if Norkiga“had assets inside Nicaragua
he could be helpful. The USC could not be involved in assassing-
tion, but Panamanian assistance with sabotage would be another
story.” 92 North then met with N oriega, with Poindexter’s approv-

24 Subcommittes testimony of Blandon, Part 2, p. 182

85 Thid. .

96 Thid.

27 Agétaed statement #97, US, v. North, DC District Court, 1588
a8 ]bi .

2% Agreed statements, #99, US p. North, ibid. Y
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- . - ‘-- B d
i in late September 1986. At that time, Noriega agree
giblgaigni?g?né%iate 'act?ons. against the Sandmmtag and offe;ecg.hg
list of priorities; :i.ncludf.‘ing 1z;a:;:x -(;i‘;{o refinery, an_ a1rp9rt,. ani
ino-off-load facility.” 100 - 5 _
Pl?lﬁogﬁ?éﬁ gf m(;xed- messages continued as the Umted States
moved closer to indicting Noriega. As lafe as November,ﬁgf’?, %Timl';
iega still believed he ha:ii h?s seg:onc};i Chalfl?fl, open to whic
rt for him and his operations. L i
w%%%iigg%? belief wads based l-198$ar11{{[ uptilx;:7 J mt E;cczl'lpl\sT oﬁgg;lrfﬁl.
‘made to Panama in.-1987. Murphy visitec
I\A‘Il?grgéltya&a lgovember, 1987, accomj:_ra’med by :Tongsup Park, az;ﬂ
discussed what Noriega might do ?hmp;?etlﬁls :e';asn:snihlppriz;te
the United States.’°% Murphy said he made the trip 2 privat
Fugi . However, before he went to Panama, he met wi P
g‘flﬁsélil:lisﬁﬁhe CIA, State Dggartn}elit,dgegpaArz?igzlai_;n Efslggggsrey,
NSC and Vice President’s office, inc uS - Al fant Secretary
Richard Armitage at Defense; Assistant Secretiry Elliott Abrams
: NSC director Frank Carlucci-and t e Vice P
32’11%};:‘ ﬁ%.t%%flgl Security Advisor, Donald Qregg.—--theni gxse rg?:u:::_ned
from Panama, he debriefed these U.S. officials as well.1 % - P;:
While in Panama, Murphy met with Noriega and with the aﬁ%g;
manian opposition. He advised Noriega of the-hostility tQ?VTdI% tim
in the United States and the Administr i auo?éha%% :thlr?:;g% 1321: e;
i ' improve the atmosphere with the U - States.
ﬁlfgh;?‘légstg%etimghat he made recommendations to Noriéga zl'e:
garding the steps he could take to'improve US-Panamanian 1:re ceil_
tigns. The steps included turi:lling_ -gon;-r_:amggt EE;E:"TET tcﬂ;eg . ;osi-
vilians, having fair and free elections, and mee  with the opposi-
e - - 4 a i - y c1
‘tiofi. Norieg#® replied that Panama alreadgwlzscoM frolled by civil
ians and that elections were estabhsheid ¥ law. Mufpi ty felt tha
eriega was inflexible, an ting with equally implacable
Noriega was inflexible, and after meeting with Sy tmplacehe
sosition leaders, he concluded that-“everybody was 3
-ggglfé?gnangihzl;é was very little business opportunity for h;m.lD;
In November 1987, Murphy reiterated his concerns and sur%%feg
ed that Noriega relax his control of civil libertiés as well. x ere
was no diseussion of the U.S. Governiment's concern about Norie-
g’ fricking at either meeting. 195 o
gahs/l dru}%ytizgi%egiha{f his trip was made as a private c;tlzenelo.okci
f":)lzl'p business.’0¢ But acéording to Blandon, Noriega interprete
Lnig visit as a message from the United States pregnmigllflf: .,Ng;ﬁ%gg
‘believed that Murphy was carrying the message that if he adop

the proposed plari of reform he could rémain in power until Febru-. .

- 1f9 e to the series of mixed messagés Seﬂtto Noﬁeg?" ﬁn—‘;ner
Depty Diveotor of the Deparfment of State’s Tatelligence and e
Search burean, Trantes McNeil, surimarized the sifuation by sfa

00 Thid, #106.

201 {Bbl}édndon, Part 2, pp. 173-176.
toz Murphy, part 4, pp. 245-256.
103 Muoyphy, ibid, p. 246.

104 Yhid p. 247,

105 Thid p; 5 3:518—249.

106 Thid p. 245,

107 %blanﬁon, Part 2, pp. 178-174.
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ing that while the Department of State was attempting to distance
itself from Noriega; the Department of Defense and.CIA were si-
multaneously seriding him encouraging signals, 108 '

Concrusion

General Noriega provides the best example in recent U.S. foreign
policy of how a foreign leader is able to manipulate the United
States to the detriment of our own interests. )

-General Noriega recognized that by making himself indispensible
to various U.S. agencies, he could develop U.S. clients who would
become dependent on him. As a result, they would be reluctant to
purstie intelligence on Noriega’s criminal activities, and less likely
to investigate what intelligence they did receive.

Noriega also understood the divided nature of the U.S. Govern-
ment and attempted to play each agency off against the others. For
example, he atternpted to manipulate the DEA office in Panama by
feeding U.S. officials cases and providing information leading to ar-
rests and seizures, but which did not affect his drug operations, As
a result, DEA focused on the cooperation it received and ignored
Noriega’s obvious and “ultimately, duite public involvement with
the Medellin cartel. Noriega achieved similar results in performing
services for U.S. intelligence. - - :

Finally, Noriega recognized that so long as he helped the United
States with its highest diplomatic priorities, as Torrijos had done
with the Panama Canal, the United States would have to overlook
activities of his that affected lesser U.8, priorities. In the mid-
1980’s, this meant that our government did nothing regarding Nor-
lega’s drug business and substantial criminal involvement becauge
the first priority was the Contra war. This decision resulted in at
least soine drugs entering the United States as a hidden cost of the
war. : .

U.8. GENERAL AccounTmNGg OrFICE,
NATIONAL SECURITY AND INTERNATIONAL Arraes Division,
: : Waskington, DC, December &, 1988.
Hon. Joun F. Kerry, -
Chairmen, Subcommittee on Terrorism, Narcoties -and International Operations,
Committee on Foreign Relations, U.S. Senate, Washington, DC.

., DEAR Mr. CHammaN. You asked that we ascertain how information about drug
trafficking by high-level government officials of nations friendly to the United
States affects U.S. foreign policy decisionis. You stated that you were concerned
about recent revelations that the 1S, ‘government knew about such activities but
close to overlook them for nationa] security reasons. We agreed that we would ex-
plore this issue using the information avajlable within the government on General
Manuel Noriega of Panama as'a “case study”. ' :

* On August 8, 1988, we gave you a letter summarizing our effbrtg to conducf this _

pointed out in that letter, we were able to perform only a limited amount of work at
the Department of Defense before the Nationqi’Security Council (NSC) directed the
Department and the other executive branch agencies not to meet with vs or to pro-
vide us with any information related to this assignment until NSC had the opportu-
nity to provide them with “guidelines” concerning GAO’s access to information on
the assignment.

Subsequently, NSC concluded that the administration could not participate in the

review as orginally designed and statéd its willingness to reconsider participation in
a reformulated review.

208 McNeil, Prepared Statement, Part 3, p. 322,
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Althoigh we do not necessarily agiee with the ‘bases for the ‘admiristration’s ob-
Jections, %veﬁ beliéve it is unlikely that we could-dbtain the necessary copperation
from the adninistration to conduct this review and successfully.pursue the original
objective of this assignment. . . .

‘Es discussed with your office, we are terminating our work on this assignment
and will reformulate the assignment objectives to review the development, imple-
mentation, and enforcement of the economic sanciions imposed on Panama hy the

dministration. o e
E-l'Wem}li}’av‘e sent & similar letter to Representative Bﬂl Alexandér who . also had
asked us to review information concerning ngeral‘N_gl'-lgaga; : o -

- If you have any further questions concerning this #ssignment; .Ple_ase do no_t hesi-
tate to qal_l{oplgs. . . RS i : : _ S
- Sinterdly yours, L NANdY'R.]KmG?SﬁUg:Y," .
hed oAt - Director, Foreign Eeonomic Assistance.

bl

.. U.S, DEPARTMENT OF STATE, = °
. .- Washington, BC, August 3, 1955
) NGSBURY, L ATy 5
E;ﬁg;;z%%irecton General Accounting Office, National S@u:‘_ﬁ@r ard International
Affairs Division, Washington, Dc. ) _ T o
DEar Ms. Kivassury. T am pleased to respond to 'your July 12 létter on the pro-
posed case study your office is undérta]ﬁng_about_ how U.S. goveriment agencies
used information about General Noriega in its policy decisions regarding’ Panama.
As you are aware, the National Security Council staff-and phc-_aofﬁc_e of Wlnte
House Counsel have been warking closely with your; office _on-this investigation:All
executive branch agencies have been instructed by-thé White House not to take any
action on your requést until various legal issues have been analyzed by the Admin-
istration. Accordingly, at the present time it will not, he_pqss;,hlq_ fth. the_ Qgpartment
to meet with your staff or prodiice information until this examination is completed.
for the time being, Nicholas Rostow, Legal Adviser to the Natronal%Sqecunty Couneil,
is acting as the administration’s point of contact on this matter. - . L

Sincerely, - Rocex B FEIJJMAN, -
o - o o Comatroller.

i 7" Namonar. SecurrTy CouncmL,
: Washington, DC, July 13, 1988.
. B. KINGSEURY, , - <
ﬁoﬁﬁc}{xmcmn National Securily and International Affairs Division, US. Gener-
al Accounting Office, Washington, DC. 7 oo o
Ms. KinesBURY. I am writing in response to your reques -concerning a
sti:()i?%f the alleged drug activities of Manuel Noriega, and ‘the role information
about such activities played in decisions about TI.8. foreign policy (Study #4721¢5).
As described in Mr. Kelly’s May 13, 1988, letter to Paul Stevens and your Jurge 23,
1988, letter to me, your request seeks access to sensifive law enforcement and intel-
ligence files covering a substantial period of time. In our meeting, your staff con-
firmed: that vour three areas of interest were Intelligence files, law_enforcement
files, and the deliberative process. of the Execuﬁ?e branch, mcl_udmg internal coms
munications and deliberations leading to Executive branch actions taken pursuant
to the Président’s constitutional authority. I was dlsapponfted.— that your letter chd
not contain any narrowing of the request."The reguest raises important statutory
and constitutional issues. The Administratior is analyzing them now, and when its
deliberation is complete, I shall reply further to your letter of June 23, 1988,
- Sincerely, :
Niceorag Rosrow,
Special Assistent to the President
and Legal Adviser. ©~ -
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. US. Gengrar Accountng OFFICE,
NaTiowaL SECURITY AND INTERNATIONAL AFFATRS Drvision,
‘ " Washington, DC, August 8 1988
Hon, Joun F. Kerny, :
Chairman, Subcommittee on Terrorism, Nurcotics and International  Operations,
Committee on Foreign Relations, U.S. Senate, Washington, DC.

Dear SenNaTOR KERRY. In March 1988 you asked us to review how information
about drug trafficking by high-level government officials of nations friendly to the
United States affects U.S. foreign policy decisions. Because the information required
to successfully undertake this assignment wounld potentially involve information re-
lated to intelfigence gathering and on-going law enforcement investigations which.is

iffieult to obtain, we suggested, and you.agreed, that we would explore the issue
using as a case study the information concerning the drug trafficking activities of
General Noriega of Panama, The following is'a summary of the experience we have
had so far in satisfying your request. . . ‘

Since May 11, 1988, we have been formally trying to gain access to personnel and
records at the Departments of State, Justice, and Defense. We were successful in
gaining access to: the Department of Defense and in fact performed a limited
amount of audit work at that agenéy. In late May, we were advised that the Nation-
al Security Council (NSC) would serve as the ‘Administration’s focal point on this
assignment. Concurrently, we were advised that the Departments of Justice and
State wert instructed not to mest with the GAQ staff or provide any information to
GAO on this assignment until NSC issues guidelines concerning GAQ aceess to in-
formation. The Bepartment of Deferise notified us on July 12, 1988, that it also was
instructed by the NSC to cease operation with GAO until such puidelines are avail-
able. We have by letter and telephone discussions continued to try to obtain infor-
mation and schedule meetings with the Departments of State, Defense, and Justice
but these efforts hdve been refused, with éach agency citing the NSC’s direction as
the reason for refusal. - R i o B

We have beeh ‘working with the NSC to facilitats access to agency personnel and
records. We met with them on June 6, 1988 and June 22, 1988, and diseussed at
some length our approach to the work, our views about our -access to information,
and’ our previous experience on other successful assignments involving similarly
sensitive information. On June 23, 1988, at NSC's request, we délivered a detailed
letter to them giving further detail on the kinds of information we would be seek-
ing. Although that letter identified some informafion which ultimately may not be
madeé available, the information related to:the primary focus of éur work, that is,
thé organization and decision process for foreign policymaking when information is
available on foreign officials’ drug trafficking, would not uniformly he expected to
raise similar concerns. Our riormal procedures in such situations are to consider
access questions on a case-by-case basis, following discussions with agency officials
and examination of otherwise available records. NSC’s actions #o prohibit such pre-

iminary discussions until after guidelines toncerning access are established has
foreclosed that epproach. - - « -

On Ju.lljr 13, 1988, the NSC wrote in response to'our June 23, 1988, letter that our
request “seeks access to sensitive law enforcement and intelligence files covering a
substantial period-of time” and “raises important statutory and constitutional
issues.” The letter advised that the administiation is analyzing those issues and
would reply when its deliberations were completed. We have on several occasions,
most recently today, asked the NSC about the status of the operating guidelines. We
continue to be told the jssues are being analyzed and guidelines will be issued when
thé review is completed; NSC officials say they -cannot provide a specific date when
guidelines will be available. = = - - : :

We are now into the fifth month of our effort to address the issue you asked us to
raview, and it is diffienlt to predict How mich furthar delay is likely. Although we
have assembled some information availahle oe?lfpublic records, we have made es
sentially no progress on the audit, itself. We b eve it should be possible to reach
agreement with the agéncies involved, as we purse our sudit questions, that much
of the information we need to examine should bé considered to be releasable, and to
discuss special arrangements for séeurity of the informdtion if such arrangements
are warranted. In fact, we were suceessful in such an approach with the Depart-
ment of Defense prior. to July 12, : )

A detailed ch¥onology of our efforts to moeet with NSC and agency officials, and to
obtain information, is provided in Enclosure I. Copies of the letters we sent to NSC
and the agencies are provided in Enclosure-TI. The NSC responses to our June 23,
1088 and July 12, 1988 lettets are in Enclosure 1IT; the CIA denial to onr request for

>
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is in Encl e IV; and the Department of Defense response to our July 13,
?gggsfétlieﬁ a.lcmg0 ::rﬁh NSC instructions to all agencies, is in Enclosure V. - .
We are currently awaiting the NSC guidelines. We will continue to keep you in-

§ tus of our efforts, and will discuss further steps v&fl.iich we believe
22??)% oafpg;z:f;;te, if any, after we have reviewed any guidelines msqed by NSC.

Smcer#y T Naney R, Kinessury,
. Associate Director.

[Enclesure 1]

CrRONOLOGICAY SUMMARY oF GAO Conracts Wirs Execurivi BRANCH AGENCIES

-16, 1988.—We sent routine notification .letters to the Departments of
Stla\u{tzyJ Eﬁtﬁ: and Defense, and the National Security Council advising the_? of oi%r
review and identifying the subject and scope of our work. Letters were senEfé))eci h—
cally within the Department of Justice to the D,rug Enforcement Agency (DEA), the
Executive Office for-U.8. Attorneys, and Justice’s Criminal Divigion. o Rostov
May 23, 1988, —We received our first response from the NSC. Mr. Nicolas Ros o}x:r,
Special Asgistant to the President gl?gd Iuﬁgal Aﬂv:sg;, 1:01_cr%hu§s by télephone that he
to “think ahout it” before scheduling & meeting wi X T -
waﬁ;;d 52 1988,3’3\53,sent a notification letter to the Central Intellisence agency
asking for- oting to discuss the'issues. .. - ] ]
. Ma% gﬁﬁrﬂg 1, 1%88.——We began contacting pergonnel at State And Justice to a.:i
range for initial meetings to discuss the scope and depth of our andit, MrManD u
Rodriguez, U.S. Attorneys Office liaison who was coordinating the Justice Depart-
ment components, declined to set up a meeting.stating that NSC:was ooprdm&tlﬂg
the Administration’s response to our nefification and he was going to wait .g}ns =
heard from NSC before proceeding. Mr. Bob Harris, from the Department (ila dt?itlgg,
advised vs that- State wouldsémt_ deal with us on this assignment until we ’ -
cussed ourwork with-the NSC. -~ N B 5 Defens: We
-1.—We conducted our initial meeting with the Department of Defense.
peg'f%nfenled='wofk at- the Defense Intelligence Agency (DIA) and tﬁexn_aﬂltg_:y depart-

i1, 988, : o o .
m%ﬁeu(?t%‘%g}i%é 1had our first meeting with Mr. Dan Levin, Deputy I_,ega,l; Advi-
s;:r NSC, Mr. Levin stated he understood the purpose of our review, but wasn't s'urg
we could have access to sensitive, intelligence or law enforcement files. Fe promisec
to discuss access with the agencies inyolved and would get back to us;qmckl% %’re
B e e edoriad Lo doal Witk B aconcis. oy wishout

ised Mr. Levin that we preferre eal wi .ager ¢ _
Roried S epbing i e N o norml pradi 4 Lo e e
5 i h agency directly an W : y .
ar?ifﬁ?‘s’i% dfgliimzagga?ng cl:‘)(:nytaqted the Deggtznentz i?lfa %ta@cﬁd{;fggir tg c%lry:

initi i i Levin's men wé r
range for initial meetings. Despite Mr. th could deal directly

i i . H at State and Mr. Rodriguez at Justice advise
E?N%é aﬁ:ﬁﬁf&c‘f %tﬁ:allx\ld 1;mt E;",roné,ﬁe:alv:ui:h us ut?;{sl NSC had ggveloped ‘operational

ideli it, to do and what not to do on assignment. i ]
gu&%ilénfg %%é‘ghixm John L. Helgerson, Director of Congressional Affairs, %IA?; rei
sponded to our notification letter. He stated that all- agency a.c’c_lwtges in l;en ﬁlﬁl
A%nerica and information it gathers is under close and continuing z~:,c_rut1_11.y1 yh" e
House and Senaté Intelligence Committees. Furthermore, the CIA advised all po tfy-
related -questions should be directed 'tpathe aggr%pﬁte tgc%;ponepts of the Executive

ranch ‘ated that therefore it cotld not be of hél 5. . .
B?lilrcl%el' %g—sfgtelc.lSB&—We Jbegan efforts to contact gﬂr Levin, NEC, to d@te;mﬁlf:
when the NSC guidance would be issued and we could continue our review. Mr.
Levin réguested another meeting to learn more about the review. i

June 16, 1988 —We conducted an initial meeting with representatives of ti dgdCu&_ -
toms Service. Mr. Bill Rozenblatt, Assistant Commissioner for Enforcement, did no

rovide any information and.said he wanted first for the US. Attorneys Ofﬁé:s 11:9
gstabﬁsli ground rules as to how mrich of the information Customs has is covered by

and jury secrecy provisions and what information they can promdg toqu ot
gTJune 22, 1988.—\%’&; held a Er;fcdm_i mﬁetmgh with t%ﬁ ngiccoalgstngltg;vi Sggsc?afAsp
personnel. Attending for the Executive Bran were Mr. N s ow, Spacial As

i 1 i al Advisor; Mr, Dan Levin, Deputy Leg: visor,
SNISS%FtM: %iﬁ;dgmgﬁsistﬁt Legal Advisor, l\iSC; Mr. Dan McGrath,
Lega’l Coimsel, White House Staff; Mr. Bob Harris, Department of Stai;e; and an-
other official from the Departinent of Justice.
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We reiterated our purpose, and our requirements in terms of access to personnel
and. documentation to the extent that we could. We-explained that we needed to
conduct initial meetings to more fully determine our documentation needs. We dis-
cussed the availability of documents used in the deliberative process, grand jury and
other enforcement actions, foreign intelligence, and other types of documentation,
Some were considered to fall under executive privilege and not available to GAOQ,
according to the administration officials. We discussed in general terms our access
experiences in other kinds of highly sensitive assignments and pointed out that, spe-
cial security arrangements could be agreed,upon if cireurnstances warrant,

At the request of Mr. Levin, we agreed to submit in writing a more detailed expla-
nation of the specific types of documents and information we wanted access to so
they could more fuily consider our request. They promised a prompt response. We
asked for a response within one or two weeks. Mr. Levin was-not willing to ‘commit

- to a specific time period. :

June 23, 1988.—GAOQ hand delivered the explanatory letter to the NSC. The docu-
ment explained that in order to accomplish our objectives, we planned to:

(1) Obtain agency briefings that describe the general organizational structure
and the operational procedures related to the agency’s data collection, analysis,
and dissemination systems; . . ‘

(2) Interview relevant agency personnel who are responsible for defining
agency information needs with regard to General Noriega and Panama, imple-
menting the information collection process, collecting and reporting raw data,
and analyzing and disseminating data on Panama and General Noriega;

{3) Review documents to include specific directives, instructions, or taskings to
collect data on General Noriega or alleged Megal-activities involving General
Noriega; cables and reports from field offices regarding General Noriega’s in-
volvement in or toleration of fllegal activities, analyses -or summaries of field

-+ reporting on General Noriega, and geographic/subject-area studies discussing:

the rol! or suspected role of General Noriega in illegal activities; and

{ ine the use of-information about General Noriega in the foreign
policy proeess by identifying the agencies, organizations, and individuals who
play a role in.deciding naticnal security and foreign policy issues with regerd to
Panama and interview each and review docimentis to determine whether infor-
mation . about General Noriega reached them and how that information was
used in making decisions, _ : .

June 27, 1988.—We contacted Mr. Levin'at NSC on the status of its'response to
our Junt(i 2§ leiter. He sajd they were preparing a response and it would be provided

¢ prom; . .. . =T )

July 1, 1988.—We called Mr. Levin again_at' NSC. He said they hoped to have a
response Soon. We inguired about who in the White House or the NSC is making
the decisions and what the specific problems or objections are, and M. Levin de-
clined to provide any information.

July 5, 1988 —We again called Mr. Levin at NSC. He adviseéd us that a letter was
“in for signature,” but he declined to predict when it would be signed. He also
would not say what position the response would take or who it was with for signa-
ture. He said he .would not “sit on™ a signed response and that he would call us
when it is signed. A ‘

July 7, 1988,—We called Mr. Bob Harris, State Départment, in another attempt to
gain cooperation and were told State would not meet with us until it hears from
NSC. We advised Mr. Harris that we planned_to send & second letter to them specif-
ieally asking for an initial meeting and access'to décuments.

July 8, 1988.~We called Mr. Paul Prise, DEA, asking to meet. He told us that
NSC gave instructions not to meet with us until NSC gives the “go ahead.” We ad- p
vised a second letter was coming. ’ ]

July 12, 1988 —We sent a second letter, more detailed in what we requested in
the way of cooperation to the Departments of State and Justice (DEA, Criminal Di-
vision and the U.8, Attorneys Office), and the NSC.

July 12, 1988 —We attempted to continue our work at the Department of Defense.
Up to this point, we had conducted a series of interviews with personnel involved in
intelligence gathering and analysis in Latin America. We had identified and re-
quested about 100 documents, files, reports, cables, ete., that we felt were relevant
to our review. We had some additional meetings scheduled with agency personnel.
We were advised by Mr. Nacho Morales, Army Intelligence and Security gommand,
that NSC directed DOD to postpone any rmeetings with us on the assignment. Mr.
Craig Campbell, a GAO liajson official with the DOD/IG, confirmed that DOD was
told to withhold contacts with nus. Mr, Marfin Sheina, DIA, tald us he could not pro-
vide documents we had requested until NSC provides guidance.

- »




102

13, 1988.—We sent a letter to the “Department of Defexi_sg, similar to those
seg;;ﬂ t% State and Justice on July 12, 1988; asking for-a resumpticn of cooperathpf
i.e,, to provide the requested docqméhts-—ar;@ to continue meeting with us. A

duly 13, 1988.~Mpr: Don- Schramak, Justice liaison, said-that the Justice Gerieral
Counsel staff had been workirg with NSC to develop a response, and indicated that
i . be 5 ithin a day of so." : ) :
* ?&?dig,elzeslgfm;eigd a letter from Mr. Nicholas Rostow, NSC; dated July
13, 1988 which expressed his disappointment that we had not farrowed the scope of
the information we-wanted and stated that the adn:_ums_tmtmn i st_111 considering
our request. s T - £ the
1988.-—~We- telephoned-Mr. Levin at NSC-asking for the status of the
re?p%isu:t{?fe s?aid it wgs beiII;g—reviewe& at the Department of Justice and there ‘was

no-definite date it would be issued. He hoped it would be issned by-‘the weéfk of N

August 8, 1988, i . o .
- —We advised Mr: Levin, NSC, that Senator Kerry's staff had in-
foﬁgdus lfs%hi?:ssgenator Kerry is prepared to hold a press conferepce about the lack
of cooperation with GAO. I advised Mr. Levin that the Senator’s staff had stated
that if we did not have guidelines by 9 ¢’clock a.m.; August 8, . 988,; or at least a
definite delivery date, Senator Kerry would hold & press conferencé., - .

August 8, 1988.—The Acting Assistant Secretary of Defense for International Se-
curity Affairs résponded to our July 13, 1988, letter reqiesting doguments by stating
that the Department of Defense-could not release the information llntﬂ‘ the NSC
had completed its legal analysis. He attached a: copy-of the NSC guidance .that hx}ald
been sent to the Departments a§ gtaztg, %gsl‘reasury, Defense, and Justl?e, a.nd_ the

igence Agency on A . . - o
%Anzrgsingfmw%%.—wg tel%jhonedslr.\ﬁr, Levin, NSC, to determine the status of their
response. Mr. Levin said that, although he could not provide a definite.date, he ex-
pects the Justice legal opinions to b]i: pm;rilé(}gdlthlsrweek.'ﬂe said he would let us

tow 1 1 it wi substantially longer. L P
Know lf he learns that it il takt.&- .. U8, 'GESI:TERA% AeCoUNTING OFFICE,
. ' ENERAL GOVERNMENT DIvISION,
Washington, DC. May 11, 1988.

LE

. 7 F. GrupeN,” T L e
.ﬁégiigfﬂ?Adminb#a%dn- Planning end Inspection Dzuwwm D_r_‘_ug Enforcement Ad-
ministration, Department of Justice, Washington, DC: - . e i to unde
. GrUDEN. The-Genéral Accounting Office, has been requeste under-
tal?:? s%l%y O?UI]’)anama:ﬁan leader Gen: Manue} Noriega's allege rdrug acf;{wtzes.
The study, under code 472165, will examine (1) fhe broad parameters of U.S.-Ez_ax;a-
manian relations over the past 20 years, (2) thetype of mfom_latgqn aboqi‘:N_'one‘g_ar
developed by various intelligence and law enforcement agencies, (3) the extent fo
which this information réached foreign %clslcgt[ dep:lsmn—lzinal::grs, and _(4) the role that
ch i t layed in decisions on U.S. foreign policy. T
Su%}ﬁi?fsﬁa;ﬁlll 'geég:rformedr by Mr. Donald L. Pation, Gm\;p Director, Mr. James
0. Benone; Evaluator-in-Charge; and Mr. Jon Chaisson; of our Foreign E:_;onmmc As-
sistance Group, National Security and International Affairg Division. - e
The work will be connducted in Washington at the Drug Enforcemént Administra-
tion, the Department of State, the Department of Defense, the Dt._apartp;qnf_. of ‘t_h'e
Treésuz:y,‘and other federal agencies. Wé will advise you of any néed to visit facili-
i tside the Washington area. Coe ' L L
tle\?vgualsjlpzic.‘iate your :fstsoistance in notifying the appropriate officials of the assign-
ment. If you have any questions, please contact Mr: Patton at -275-1898 or Mr.
Benone at 275-7487. - - O
Sincerely yours, otib P. Joazs,
Senior Assdciate Director.

{Enclosure Il] ]
. .. . US. GeEneraL Accomg‘mc OFIF)IGE,
CURETY INTERNATIONAL A¥FATRS DIVISION,
NATIONAL SE{ m Washingion, DC. May 13, 1988
. Brawx C. Carrucect, - g
ge%?‘eta:y af»',—.DefeﬁA.;? DOD Gffice of the Inspector Genergl, Deputy Assistant Inspec{or
General, for GAO Report-Analysis, Washington, DC. . . cid 1 :
8 v: THe General Accounting Office, has been requeste un-
de?t?kl; Is\zm;tucf:yc 1cizl':f:‘,%:ma;i‘nm:.'ia;n~'-leader Gen. Manuel Noriega’s alleged drug activi-
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ties. The study, under code 472165, will examine (1) the broad parameters of U.S.-
Panamanian relations over the ‘past 20 years, (2) the type of information about Nor-
iega developed by various intelligence and law-enforcemerit agencies, (3) the extent
to which this information reached foreign policy decisionmakers, and {4) the role
that such information played in decisions on TL.S. foreign policy.

This work will be performed by Mr. Donald L. Patton, Group Director; Mr. James
O. Benons, Evalvator-in-Charge; and Mr. Jon Chasson; of cur Foreign Economic As.
sistance Group.

The work will be-conducted in Washington at the Department of Defense, the De-
partment of State, the Department . of Justice, and other federal agencies. We will
advise you of any need to visit Department facilities outside the Washington area.

We appreciate your assistance in notifyi the appropriate officials_of the assign-

ment. . If you have any questions, please contact Mr. Patton .at 275-1898 or Mr.
Benone at 275-7487.

Sineerely yours, .
: ‘ Nawcr R. Kmvgseury,
Associate Director.

.. + U.S. GENERAL AcCOUNTING OrFiCcE,
NartonaL SecuriTy AND INTERNATIONAL AFFamRs Drvision,
. - ) Washingtor, DC, May 13, 1988
Mr: PauL Scrorr STEVENS, .
ExecutiveD%ecretam National Security Council, Old Executive Office Bldg, Weshing-
ton, - o ’ :

DEsrR MR. StEVENS: The General Accounting Office, has been requested to under-
take 2 study of Panamanian leader Gen. Manuel Noriega’s alleged drug activities.
The study, under code 472165, will examine (1) the broad parameters of U.S.-Pana-
manian relations over thé past 20 years,(2) the type of information about Noriega
developed by various intelligence and law-enforcement agencies, (3) the extent to
which this information reached foreign policy decisionmakers, sind (4) the role that
such information played in decisions on US. foreign policy. ‘

This work will be performed by Mr. Donald 1. Pation, Group Director; Mr. James
0. Benone, Evaluator-in-Charge; and Mr. Jon Chassdn; of our Foreign Economic As.
sistance Group. ' )

.. The work will be-conducted at the National Security Council, the Department of
Stat:e,' the Department of- Defense, the Department of Justice, and other federal
agencies. . . }

We appreciate any assistance you can provide fo our staff. If you have any ques-
tions, please contact Mr. Patton at 275-1808 or Mr. Benone at 275-7487. |

Sincerely yours,
: Josers E. Kerry,
Associate Director,

3

e .
) U.5. GENERAY AcCOUNTING OFFIcE,
NATIONAY SECURTTY AND INTERNATIONAL AFFARS Drvision,
.- Washington, DC, May 18, 1988,
Hon. Geozee P. Suuryz, ’ :

Secretary of State, GAO Liaison, Office of the Cemptroller, Washington, DC.

Desr Mr. SecreTary. The General Accounting Office; has been requested to un-
dertake a study of Panamanian leader Gen. Manuel riega's alleged drug activi-
ties. The study, under code 472165, will examine (1) the broad parameters of U.S.-
Panamanian relations over the past 20 years, (2) the type of information about Nor-
lega developed by various intelligence and law-enforcement agencies, (3) the extent
to which this information reached foreign policy decisionmakers, and {4} the role
that such information played in decisions on .8, foreign policy.

This work will be performed by Mr. Deriald L. Patton, Group Director; Mr. James
0. Benone, Evaluator-in-Charge; and Mt -Jon Chasson; of our Foreign Economic As.
sistance Group, .

The work will be conducted in Washington at the Department of State, the De-
partment of Defense, the Department of Justice, and other federal agencies. We will
advise you of sny-mneed to wisit State Department facilities ouiside the Washington
area. : )
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; eciate your assistance in notifying the appropriate officials of the assign-
mg:. alg'p;on ha.\?e any questions, please contact Mr. Paiton at 275-1898 or Mr.
Benone at 275-7487. . Ca L )

Sincerely yours, | Josgrr . _

Associate Dirgctor.

U.S. GENERAL ACCOUNTING OFFICE,
.- GENERAL -GOVERNMENT DivISION,.
. - ». .. Washington, DC, May 18, 1988
Mr. Jouw C. KEENEY, N T E

Assistant Attorney General, Criminal Ii}éa;fsion,' Department of Justice, Washington,
. DC -

Mz. KeenEY. The General Accounting Office, has Peen;‘requested to under-
ta.EéE‘;B study of Panamanian leader Gen. Manuel Noriega's alleged drug activities.
The study, under code 472165, will examine (1) the broad parameters of U.S.-P:;na-
manian relations over the past 20 years, (2) the type of Informatiop about Noriega
developed by various intelligence and. law-enforcement agencies, (3) the extent to
which this information reached foreign I]}Oéicg dqcmonl?akers, and (4) the role that

information played-in decisions on U.S. foreign policy. .
su’g‘llllis work will ]?e gerformed by Mr. Donald L. Patton, Group Du:ector; Mr. J_amgs
O. Benone, Evaluator-in-Charge; and Mr. Jon Chasson; of our: Foreign Economic As-
sistance Group, National Security and Iqterriatnona'zl Affairs Division,

We would like to meet with knowledgeable Criminal Division officials. We also
plan: to conduct work at other Departinent of Justice ofﬁces,— the Department of De-
fense, the Department of State, and other federal agencies. et .

'We appreciate your assistance in notifying the appropriate. officials of the assign-
ment. If you have any questions; please contact Mr. -Patton at 27571893 or Mr.
Benone at 275-T687. R . - s o

i ours, - T
Sincerely y ’ Arnowp P. Jongs, .
- Senior Associate Director.’

s GENERAL AccouNTING OFFICE, |
: ~GENERAL GOVERNMENT DIvisIoN,
. . Washington, D, May 16, 1988.
Mr. MaNuzEL RODRIQUEZ, e . hi
Legal Counsel, Execitive Office for U.S. Attorneys, Deparment of Justice, Was ing-
ton, DC. o )

Dear Mr. Ropriquez. The General Accounting Office, has peen requested to un-
dertake a study of Panamanian leader Gen. Manuel Noriega’s alleged drug activi-
ties. The study, under code 472165, will examine (1) the broad parameters of U.S.--
Panamanian relations over the past 20 years, (2} the type of mforn'aatlon about Nor-
iega developed by various intelligence and law-enfo;'c(e_ment agencies, (8) the extent
to which this information reached foreign pt(}hscyf &eglsionzﬁakers, and (4) the role

ch information played in decisions on U.S. foreign policy. -
th%‘ﬁlfn}r:)rk gvi]l beogegfogmed by Mr. Donald L. Patton, Group Director; Mr. James
O. Benone, Evaluator-in-Charge; and Mr. Jon Chasson; of ‘our Foreign Economit As-
sistance Group; National Security and International Affairs Division:. )

We would like to meet with the U.S. Attorney in both Ml-aml and Tampa,'- Flerida,
who have brought indictments against Gen. Noriega to ‘discuss the genesis of the
indictments, identify other people that we should talk with, and obtain information
about the cases. We also plan.to conduct work at other Department of Justice of:
fices, the Department of Defense, the Department of State, and other federal agen-
cies. - L K . - X
W ciate your assisiance in notifying the appropriate officials of the assign-
men:. allz'p;zu hax?:a any questions, please contact Mr. Pation at 275-1898 or Mr.
Benone at 275-7687, _ 5
| « - Smcez_-ely yours, - ) o ot P Jons,

Senior Assoeiate Director.
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U.S. GEngrAL AccounTinG OFFICE,
NamoNar SEc_Um-rY AND INTERNATIONAL AFFatRs DIvision,

o , Waskington, DC, May 24, 1958,
Hon. WiLram H, Wesstzr,
1

Director, CeBtéul Inielligence Agency, Director, Office of Legislative Ligison, Wash-
ington, DC. . '
‘Drar My. Wepsyer. The General Accounting Office, has been requested to under-
take a study of Panamanian leader (ten. Manuel Nariega’s alleged drug activities.
The study, under code 472165, will examine (1) selected aspects of U.S. Panamanian
relations over the past 20 years, (2) the type of information about Noriega developed
by various intelligence and law-enforcement agencies, (3) the extent to-which this
information reached foreign policy decisionmakers, and (4) the role that sach infor-
mation -played in decisions on U.S. foreign policy. .

This work will be. performed under the diveetion of Nanecy R. Kingsbury Associate
Director by Mr. Donald L. Patton, Group Director; My. James O. Benone, Evaluator-
in-Charge; and Mr. Jon Chasson; of our Foreign Economic Assistance Group.

.The work be conducted in Washington at the Department of State, the Depart-
ment of Defense, the Depatrtment of Justice, and other federal agencies.

We would like to meet with the Agency representatives to discuss these issues
and obtain the Agency’s perspective on them. We appreciate any assistance you can
provide to our staff in this regard. If you have any questions, please confact Mr.
Patton or Mt Benone at 275-5790. -

Sincerely yours, T
' ' - Frank C. CoNamat,
- Assistant Comptroller General.

. - U.8. GENERAL AcCOUNTING OFFICE,
NATIONAL S8ECURITY AND INTERNATIONAL AFFAIRS Drvision,
Washington, DC, June 23, 1988,
Mr, C. Nicuoras Rostow, ..
Special Assistant to the President and Legal Advisor, National Security Council,
Washington, DC. . ) . : .

Dear Me. Rostow: As you are aware, Senator John Kerry, Chairman of the Sub-
committee on Terrorism, Narcotics, and International Operations and Representa-
tive Bill Alexander, are concernéd that information about llegal activities by high-
level officials of other nations may not be adequately considered in U.S. foreign
policy decisions. At their request;‘the General Accounting Office is umndertaking an
initial case study of how information about General Noriega was developed by vari-
ous government agencies, and what rolé siich information played in policy decisions
regarding Panama. : ’

To satisfy this request, we will: *° : )

(1) Obtain an agency overview.—At each agency that develops relevant informa-
tion on General Noriega or his possible involvement in illegal activities, we will re-
ceive a briefing that outlines the general organizational structure and thé oper-
ational procedures related to the agency’s data collection, analysis, and dissemina-
tion systems. . ) .

(2) Interview relevant personnel—Once we wunderstand the basic organizational
structure, we will then interview key personnel responsible for (1) defining agency
information needs with regard to Noriega and Panama, (2) implementing the infor-
mation collection. process, (3} collecting and reporting raw data, and (4) analyzing
and disseminating data on Panama and Noriega. -

(3} Review documénts.—As we learn more sbout each agency’s collection and re-
porting processes, we will request relevant documents. We anticipate that these will
include: specific directives, instructions, or taskings to collect data on Noriega or al-
leged illegal activities invelving Noriega, cables and reports from field offices re-
garding Noriega's inveolvement in or toleration of illezal activities, analyses or sum-
maries of field reporting on Noriega, and geographic/ subject-area studies discussing
the role or suspected role of Noriega in fllegal activities. .

(1) Exomine the use of information whout Noriega in the foreign policy process.—
After completing a systematic review at each agency, we will attempt to determine
how agency reporting on Noriega may. have influenced foreign policy decisions on
Panama. We will first identify the agencies, organizations, and individuals who play
a role in deciding national security and foreign policy issues with regafd to Panama.
Through interviews and a review of rélevant decuments, we will deiermine whether
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information about Noriega reached them, and how that information was nsed in
ing decisions. . ’ CL -

As part of pur review, we will contact appropriate officials of the National Securi-
ty Council who are now or were in the past involved in policy decisions regarding
Panama. We intend to discuss their knowledge and utilization 'of information con-
cerning General Noriega's illegal activities. ’

We understand that this review will involve potentially sensitive material that
mdy require special controls and safeguards. We ‘are willing to discuss’this issue
with you. and: take appropriate precautions, -

- Mr. Levin indicated that. you would handle this request expeditiously, and I look
forward to hearing froim you-early next-week. If you have any additional questions
about our review, please contact Mr.-Patton at-275-1898 or Mr. Benone at 275-7487.

" Sincerely yours, . - - R T L :
S © -Nancy¥'R: KINGSBURY.

: ’ . Agsociate Director.

C U.S. GENERAL ACCOUNTING OFFICE,
NATIOGNAL SECURITY AND INTERNATIONAL Arraris DIvISION,
: Washington, DC. July 12, 1985.

Mr. LAwRENCE S, MCWHORTER, . - : . . .
Director, Executive Office for U.S. Attorneys, Department of Justice, Washington, DC.
Dzar Mr. McWHORTER. As we informed your staff in our letter of May 16, 1988,
the Geperal Accounting Office is undertaking a case study of how information about
General Noriega was developed by various government agencies, and what role such
information played in, policy decisions regarding Panama. As agreed with your staff,
we initially postponed audit work at the Justice Department until we-had met with
National Security Council officials to more fully explain our review objectives and
give them an opportunity to coordinate agency participation in our review. Howev-
er, becanse the National Security Council has not acted, and because of the high
level of congressional interest in this assignment, we must now implement our
review independently at each agency. .- -
We are therefore requesting that you provide us with the following: -

1. Documents outlining the organizational components invelved in, and the
operational procedures related to,-the U.S. Attorney requests for and analysis of
foreign intelligence.data. - - .

2. Documents relating to the investigations of .alleged drug trafficking by Gen-
eral Noriega conducted by the U.8. Attorneys in Miami and Tampa. )

3. Any memos, reports, analyses, studies, briefing papers, meeting records, or
other documents generated by the offices of the U.S, Attorneys which discuss
allegations of illegal activities by General Noriega, and interagency communica-
tions on these matters, -

We anticipate that as our review progresses, we will make additional requests for
documentation. . - . e

. To facilitate our review, we request that. appropriate officials meet with us at an

opening conference no later than July 20. At that time, we will establish a schedule
for obtaining the needed documents. L _ .

With the inpiit and coopération of U.S, Attorney officials, I am confident that we
can successfully complete our review in a timely manner. .

If you have any additional questions about our review, please contact Mr. Denald

L. Patton at 275-1898 or Mr. James O. Benone at 275-7487.

Sincerely yours, v Nancy R. Ky QSBURY
Associate Direetor,

- ‘ o TS, GENERAL ACCOUNTING OFFICE,

: NATIONAL SECURITY AND INTERNATIONAE AFFATRS DIVISION,
. L -0 oo = Washington, DC, July 19,.1988.
Mr. EDWARD S. DENNIS, ) A o ]
Assistant Attornéy General, Criminal Division; Depariment of Justice, Washington,

Dear ‘Mg, DENNIS. As. we_informed y;pﬁr staff in our letter of May 16, 1988, the

General Accounting Office is indertaking 2 case study of how information about
General Noriega ‘vas Hév_glo}aed by vaﬁfiu§i government a‘g_e_ng:les,‘ahd’what: Yole such
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Information played in policy decisions régardin initiall Ty
1 . ¢ regarding Panama. We ini
audit work at the & ustice Departmt_ent and several other government agjézﬁ:?zgp Ongﬁ

review objéctives afid had given them an opportunity to coordinate ic
tion in our reviéw. Eowever, because the National Security Coum:allg Ki}a?syrfggggltggﬁ
and because of the high level of congressional interest in this assignment, we must
now implement our review independently at each agency. ’
We are thenefgx;e requesting that you.provide us with the following:
A Dpcqn;gnts outlining the organizational components involved in, and the
ggggf:;onal tpil;,;)fcedurgs relatéedtsto, the Crimi Division’s development of law
Toeni inlormation and its request for and analysis of foreizn i i :
daga, Emwd_ed by the Y?tls'ious—ﬁo]lecﬁon agencies. 9Bls of forelgn intelligence
- ANy memos, reports, analyses, studies, briefing papers, meeting recos
. ggltl'i?; t?éc%?eg;s’g%ileﬁgt}ad by thehDivision which discgzsgs'anegaﬁfn;egf‘? lﬁ%%ggi‘
N oy Géneral Notiegh or the fmpa lich activiti
'erelati_c-l_as with Danama, - g e I_)c_?ssible mpact of stich activities on U.S.
ao%um%]:lttﬁ;l%alie thét as our review progresses, we Wlllmake addjtional requests for
o facilitate our review, we request that appropriate offici wi
X ; iew, priate officials meet with us at an
opening conference no tater than July 20. At that timi will establi
fm‘}?wg the;hee&ied‘ ety y 20. £t that tinie, we establish a schedule
. With the iriput and cooperation of Criminal Division-officials ent
weiiga_l;‘ sitz:essfu]ly E?plggei our review in a timely manner. »Tam cogﬁdent that
I you have any additional ‘questions about ot review, please P j
L. Patton at 275-1898 or Mr. James O. Benone at 2’7‘5—7‘18'}.) Sasg contath Mr. Danald
Sincerely yoirs, - I -
: co _* ~ Nancy R. KiNgsBURY,
& Associate Director.

- - US. GENERAL ACCOUNTING OryicE
NaTIONAL SECURITY AND INTERNATIONAL -AFPAIRS DrvfsmN,
-~ Washington, DC, July 12,-7988,
Mr. Jorn C. Lawn,

’ [ J
Drug Enforcement Administration, Washington, DC. .
Dear Mr. LAwN. As we informed your staff in our letter of Mz
5 AN Lab WE Intormed ¥ 4 11, 1988,
General Accounting Office is und a case study, under code J-172‘1-65, of }fglwe

‘information about Genera! Noriegs was developed by various government agencies,

and what role such information played in policy decisions re i anarna

3 | C atio garding P .
request of your sta_ff, we initially DPostponed audit work at the Dgi'ug Enfarcgzti;!gz:ﬁ
Admmt;ahon until we had explained oirreview objectives to the National Secuti-
ty Council and had given them an opportunity to' coordinate the executive agency
participation in our revlew.'However, beéause the National Security Council has not
acted, a.ud.b_ecause of the high level of congressional interest in this assignment, we
must now implement our review independently at each agency.

We :ireD i‘.herefor%S req;:lesting that DEA provide us with:

- Documents outlining the organizational structure and th ti
cedqres‘relat_ed to DEA’s development of law enforcement in?ogfr?:;ognaajdplig
foreign mtelhgence-data collqctien, analysis, and dissemination systems.

. 2. Documents which establish DEA’s procedures for (a) defining foreign intel-
ligence 1_nformat_1o_n‘need{5 with regard to General Noriega and Panama: (b) im-
plementing the information collection process; {c) collecting and report]:ng raw
ciieagt:;'and (d) analyzing and disseminating data. on{}ianama and General Nor-

3.‘Spéciﬁc directives, instructions, or taskings to collect data on Genera

‘- B - . - 2 e * y T neral N -
lega or his alleged illeg: -activities, cables and reports from field offices rega::i-
;?gﬁ}nlsé mvoh;g_ment in h;:;] toler'f.hon of illegal activities, analyses or summaries

eld reporting on , and geo hic/subj i iscussing hi

- rcii‘lr-.;f suspected role in illegal g&wgtgzg Jectavea studies discussing his

o facilitate our review, we are réjuesting an opening confé i i
ate officials no later than July 20. At that time, wﬂewiugrzgme;lﬁge&scussmth atpél?;?spl:g:

‘tific parameters of our audit work and establish a schedule for obtaining the needed

documents. -
With the input and cooperation of DEA officials, T am donfident that we can suc-

cessfully complete our review in a timely manner.
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iti i i mald
If you have any additional questions abeut our review, please contact Mr. Do
L. ngi';on at 275-1898 or Mr. James O. Benone at 275-7487.
" Sincerely yours, .

FRT s

BT

) Nancy R. KINGSBURY,
- . Assaciute Director.

CLRATE,

T 1 U.S: GENERaL A:ccomi{f:m‘@?gcz, 7
TTONAL URITY AND INTERNATIONAL AFFAIRS DIVISION,
 NarioNaL Sec A Washington, DC, July 15, 1988.

e

o

¥

. PavL Scmorr SrEVENS, . N
El\%cl;cutiue Seeretary, National Seéurity Gouncil, Old Exetutive Office Building, Wash-
ington, DC. o - oo CT 4 o
s 3 S c . .. i .- - Mr.
Dear ME. Srevens. As we informed you ih our letter of May 13, 1988, and
Réstow in our letter of June 28, the General Accounting Office is undertaking a i
case study of how information about General Noriega was _dex_relgped by various gov- &
ernmient agencies, and what Tole sich information played in policy decisions regard- !
ing Panama. At the request of the National Security Council staff, we initially post-
poned audit work at the Council and several ofther go\_rerr_gment agenties until we
Tad met with them to more fully expléin our review objectives and had giveh them
an opportunity to coordinate agency participation in our reviéw. However, because
we have not received a response to_our létier of June 23, and becaise of the high
level of congressional interest in this assighment, we must now _mplement - our
aview indepéndently at each agency. ) e -
re\%%whg;e Eent requests to each agency, asking that appropriate officials meet with
us to establish a-timetable for collecting and re‘_r:ﬁmng relevant &_ocu:nents. We asgk
National Security Council provide us with: o
that ﬂf Dgct:(i)ments outlilyning the organizational stryf:ture and the operational pro-
cedures related to the National Security Council's requests for and analysis of
foreign intelligence data provided by the various collection agencies.

2. Any memos, reporis, analyses, studies, briefing papers, meeting records, or
other décuments generated.by the National Security Council staff _wlnc_:h discuss
allegations of illegal activities by General Noriega and the possible impact of

ctivities on U.S. relations with Papama. ‘ . :
quszt?cip;lte that as our review progresses, we will make additional requests for
documentation, D _— e Cw
facilitate our review, we request that appropriate officials meet with us at an
opggmag%nf;émé no later than duly 20. At that time; we will establish schedule
for obtaining the needed docythents. - o Co ,
OrVé’)i'thfth: %npui:.a’.nd cooperation of National _Seggnty pouncx-l officiald, T am confi-
dent that we can, successfully, eomplete.cur review in a timely manner.
If you have apy additional questions about our review, please contact Mr. Donald
L. Patton at 2751898 or Mr. James-O. Berione at 275-7487. o
Sincerely yours,

o

R A R S s e o SRR

R

Nancy R. KINGSBURY,
: Assaciate Director.

v

- 7 Us. GENERAL Accouﬁ(} ‘OF%ICE,
: TY AND INTERNATIONAL aIRS DIVISION, :
A, B A e Washington, DC, July 12, 1988

fon. rGE P. SHULTZ, ! . L
Is.i%?'egrr?of Stute, GAO Liaison, Office of the Comptroller, Washingion, DC.

Dear M. SEcRETARY. As we informed you in our letter of May 13, 1988, the Gen- --
eral Accounting Office.is underfaking a case study, der code 472165, of how infor-
‘mation about General Noriega was developed by various government agencies, and
what role such information played in policy decisions regarding Panama. At the rthe-
quest of your staff, we initially postpaned aundit work at the State Depa._rt;nentduﬁa i
we had explained our review objectives to the National Security Council am
given them an opporturity to coordinate the executive agency partifipation in our
review. Flowever, because the National Security Conncil has not acted, and chaulse
"of the high level of cdnga'esséona‘l: mtirest in this assignment, we must now imple-

- review independently at each agency. ) . ]

m%?‘é‘?i ‘therefore relauesting that the State Department provide us with:
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1, Documents outlining the crganizational structure and the operational pro-
cedure_s related o the State Department’s foreign intelligence data collection,
analysis,and dissemination systems:. o
. 2. Documents which establish the State Department’s procedures for (a) défin-
ing foreign intelligence information needs with regard to General Noriega and
Panama, (b) implemienting the information collection process, (c) collecting and
reporting raw data, and (d) analyzing and disseminating data on Panama and
General Noriega. :

] 3. Specific directives, instructions, or taskings to collect data on Genera) Nor-
iega or his alleged illegal activities, cables and reports from embassies regard-
ing his involvement in or toleration of illegal activities, analyses or summaries

_.of field reporting on.him, and geographic/subject-area studies discussing his
role or suspected role in illegal activities.

We anticipate that many of these documents are available within the Offices of
the Assistant Secretary of State for Inter-American Affairs, the Assistant Secretary
for Intelligence and Regearch, and the Assistant Secretary for Narcotics Matters.

To facilitate oul review, we are requesting an opening conference with appropri-
ate officals no later than July 20. At that time, we will more fully discuss the specif-
Ic parameters of our audit work and establish a schiedule for obtaining the needed
documents. ) U

With the input and cdoperation of State Department officials, I am confident that
we can successfully complete our review in a time manner.

If you have any additional questions about our review, please contact Mr. Donald
L. Patton at 275-1898 or Mr. James'(. Benone at 275-T487.

Sincerely yours, ) o :
o - ) ) Nancy R. Kingspury,

o . Agsoctate Director.

. U.S. GENERAL AccouNTing OFFICE,
Narionar. SecurrTY AND INTERNATIONAL AFrarmns Dvision,

: ) . Washington, DC, July 13, 1988.
Hon. Frawx C. CasrLuccer,

Secretary of Defense, DOD Office of the Inspector General, Deputy Assistant Inspector
-General for GAO Reports Analysis, Wtzﬁ‘;ngton, DC. Pty ”
Dear Mz. SECEETARY. As we informed you in our letter of May 12, 1988, the Gen-
eral Accounting Offiee is undertaking a case study, under. code 472165, of how infor-
mation about General Noriega was developed by various government agencies, and
what role such information played in policy decisions regarding Panama. With the
cooperdtion ‘of Department of Defense officials, including those from the military

_Bervices abid other Defense agencies, we have already made substantial progress

toward achjeving our review objectives. However, we were advised on July 12, 1988,
that these officials have beeh directed to postpone meeting with us and providing us
with documents until the National Security Council provides guidance on the extent
that the Department should participate in our review.

Since initiating this review, we have fully briefed the National Security Council
staff or our review objectives and methodology and allowed them time to provide
guidance to ékecute branch agencies. FHowever, becanse the Council has not issued
such guidance and because of the high level of congressional interest in this assign-
ment, we have advised the Couxicil that we must néw implement our review inde-
pendently at each agency. —

We are therefore requesting that-the Department resume cooperating with us on -
this assignment and provide us with documents we need to aceomplish our review
objectives. In addition to the documents that we already have reduested, we need to

obtain:

1. Cables and intelligence reports generated by, or in the possession of, the
Department of Defense and its varions components which diseuss General Nor
iega and his alleged illegal activities.

2. Any other rnemos, reports, analyses, studies, briefing papers, mesting
records, other documents, or recorded information generated by, or in the pos-
sésgion of, the Depariment or its components which diseuss allepations of illegal
activities by Genetal Noriega and the possible impact of such activities on LS.

- relations with Penama. - - o - ’ :
o facilitate our reviéw, we would appreciate being advised in writing no la
than July 20, 1988, of your intended ‘ac?il:m ‘on this Inl:tgter € ter\‘_
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With the Department’s renewed cooperation, I am canfidént that we can suceess-
¥ our reéview in & timely mannef. - . . .
ﬁﬂllfyy%?.lmlllg:?a?; ad‘gi%ional questions about our review, please contact Mr. Donald
L. Paiton at 275-1898 or Mr. James O. Benone at 275-7487.

- Sincerely yours, Nawey R. KINGSBURY;
Associate Director.

{Enclosure ) . ; o
- Namowar Seeuriry CouNciL,
- Washington, DC, July 13, 1988,

. SBURY, : - o L -
ﬂ%&oﬁﬁi%geﬁ GNational -Security and In{ematzoml Affq;zrs Dwzgr.on U.s. ‘ Gener
wl Accounting Office; Washington, DC. - S o

Dear Ms, Kingserry. I am writing & response to your request concerning a
study of the alleged drug activities of Man‘bousltlgorf{egg, -:anI;iO ﬁ;?; éﬁﬁ%ﬂ?ﬂé@?
about such activities played,'in decisions dbout US, lgrﬁiggf' oy Study 74 Py

& described it Ke your June 28,

As described th Mr. Kelly's May 13, 1988, letter to Pa dve e 23,

i tive law enforcement and inte

1988, letter to me, your request set_a_];_s_.wac_:ces:s to:sens; e law enfc :  and | -
igence soveri i dof time. In bur meeting, your staff con
Bt ey sovering 4 subetantlal beriod of tin telligence files, law enforcement
firmed that your three aredis of interest were inte : files, law cement

' “deliberative pr : tive branch, ingcluding. internal com
files, and the deliberative _processjo_f the.Execu_f  branch, o [iternal com
munications and deliberdtions leading to Executivé’ bran i oions taken pursuant

ident’s constitutional authority. I was disappointed “tha you <

gﬁgnﬁlﬁr ia:rowing of the ;'eguesié.i The ;‘ecitiest_: ra.}c%eesmmrxlﬁgvrtﬁa ivteﬂ::;oirti

onstitutiorial issues. The Administration is analyzing .
ggﬁb?rg?i;;r:l is complete, I shall reply further to your leétter of June 23; 1988,

Sincerely. e . NIQHGLAE Rosrow,
Special Assistant to the President and Legal Adviser.

NamowaL Security Couneorn,

Washingtor, DC, July 25, 1988.
‘ Emagowy, oo
g&sssoliﬁchlieﬁ “National Security and Interndtional Affairs Divisioti, U.S. Gener

" ol Aéetunting Office, Washington, DC. - o L
Dear Ms. Kingssury. I am responding to your July 12/:1988, letter (éonceméxﬁg
your study involving Manuel Noriega. Af'i tho}i?f Egisjgwwh:s vﬁlflfger;;gndy%} £ uﬁ
fegal issues raised by your request are under consideration. ¥ respond to your

; 4 : letion, of thé necessary legal ana;lysls :
iiig‘;eitl; ﬁ?srtm}:iiéhnaﬁeg ;E’irc;;%:st fof an “opening conference” on or before July
20, 1688, o ,

Sincerely, Pavr ScHOTT STEVENS, |

Exetutive Secretary.

[Enclosure IV] ’ KRl : - N ,

‘CENTRAL INTELEIGENCE AGENCY,

S Washington, DC, June 13, 1988,
V‘atlarsrs-istant Co()ﬁz}?ggller G;neral, National Security and _Intemqﬁ_t_‘ior‘wl Affairs I_J_ivision,
Generdl Accounting Office, Washmgton, 551 . e ybm- eiber of 24

\ iaHAN. The Director has asked me to respond to ) f
Mfﬁﬁsgdgﬁag?;smbed the General Accountivig Office’s investigation of allegations
madé inst era iéga of Panama. , ) . )
AJ? Z%aélz?g; g{?t??rﬁilef i?lnngei&gl E1141:‘.1:181'1?:31, as well as _i.y.forr%a:tlc;n tc‘ivgl rse:%llzg ggﬁ-
' v ivitiés in the region, are subject to close and con-
cerning other U.S. Government activitiés in ) : nd con
inoi i te Intelligence Committees. Farth ore,
tinuing -scruting by the House and Senate divatiod Lo the apeamiore:
t of policy-related questions should be dire Yo the app

gx%p%slfgrsjsmg? thg El;ecu.;[ﬁVe Branch, such as the Departments of State and Defense.

7
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I am sorry that we cannot be more helpful in this case.
Sincerely, ) .
. JOEN L. HeLgErson,
Director of Congressional Affairs.

[Enclosure V]
TEE ASSISTANT SECRETARY OF DEerENSE,
R Washington, DC, August 8, 1988,

Ms. Nancy R. Kincspury,

Associate Director, National Security and International Affairs Division, U.8. Gener-

al Accounting Office, Washington, DC.

. ‘DEAR Ms. Kivespury. Reference is made to your letter to the Setretdry of De-
fense dated July 13, 1988, concerning a fequest for documents related to your review
into General Noriega’s alleged drug activities (GAO Code 472165).

In accordance with the attached policy guidance from the Natiohal Security Coun-
cil (IN8E), the Department of Defenise may not release information involved in vour
review until the NSC legal analysis has been completed. :

Sincerely, o s .
: : : ‘ . LAWRENCE Rorga, JR.,
s Se - -“Acting Assistant Secretary of Defense.

"[Memorandum]

To

" Mr. Melvyn Levitsky, Executive Secrétax;y,‘Department of State.-
- ~Mr. Robert B. Toellick; ExbcutiverSecretHry,v Depaitment of Treasury.
- Col. William M- Matz, Execytive. Secretary, Department of Defanse.
Mr. Mark R. Levin, Chief of Staff, Department of Justice. .
‘Mr. H. Lawrence Sandall, Executive Seeretar , Central Intelligence Agency.
From: National S,ecurity,Cogncﬂ;,Washingbon, DC, July 22, 1988,
Bubject: GAO Requést oo Noriega: AR .
“GAQ has sent letters to 2. number of departments and agencies concerning a
study it'is conducting into the activities of Mariuel Noriega. Following interagency
meetings, it was determined: that GAOQ’S requiest raises a nutiber of legal issues re.
quiring-in-depth anslysis. GAO has been so informed (Tab A), and that analysis is
underway, and should he completed shortly, T .
In brder to ensiire that the Executive branch dedls with this GAO request in &
consis’gént manner, there should‘_be no teetings with GAO,’ and 'nq docurients or

the legal analysis is completed and a decision is made on how to respond. -
“Any questions comn ing this matter should be addressed to Nicholas Rostow,
%é%g;:ls &cgiser to the National Security Council {456-6538), or his Deputy, Dan Levin

Paur. Scrorr Sevens
Erecutive Secretary.

Attachment: Tab A—Letter from Nicholas Rostow to Nancy Kingshury.

Narionat Securrry Counerr, |
: _ Washington, DC. July 18 7988
Ms. Naney R. KinGspury, :
Associate Director; Nationgl Security and International Affairs Division, U.S. Gener-
- al Accounting Office, Washington, DC.

-Dear Ms. KiNcssugy. ) response 1o your request concerning a
study of the alleged drug activities of Manuel Noriega, and the role information
about such activities played in decisions about .S, foréign policy (Study 472165).

A described in My, Kelly’s May 18, 1988, Ietter to Paul Stevens and your June 23,
1988, letter to me, your-request seeks access £6 sensitive law enforcement and jntel-
ligence files covering a substantial period of time. In our meeting, your staff con-

that your three areas of interest were intelligence files, law enforcement
files, and the deliberative process of the Executive branch, including interna] com-
iications: i i i ive branch actions taken pursuant
nstitutional autherity. I was disappointed that your letter did
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i ing e tequest. The re ‘aisés important statutory

tain any narrowing of the tequest. Th'e réquest raisés impo ]
ggfi ?:%]Illstitutioial issues. The Administration is analyzing them now, andswhen its

deliberation is complete; I shall reply further to your letter of June 23, 1988,
Sincerely, '
Nicuoras Rosrow, .
Special Assistant to the President
and Legal Aduviser.

MONEY

INTRODUCTION © 7~ -

-The phenomenal profit associated with the nareotics trade is the

- - N - . k) 2 3 fore—‘a;
dation upon which the cartel’s power is _I_Jase;d. 'The_re N :!
i?)iltl:ezied attgck on the cartels’ money-laundering operations may
be oné of the most effective means to. damage the mternatlonal
i t ade- ,-_, ’ * K . ; . )
na%‘;?lgibzommittee heard testimony from a number of witnesses
concerning the magnitude of money-laundering. Those_testifying
ranged from narcotics traffickers who laundered drug- pljgﬁts, 174]
one of the Medellin Cartel’s money launderers, to an authérity on
i tional banking. R ) . )
mgn;zvliggving this. EestimOny;,_ members of, the Subcommittee sub-
sequently drafted:money-laundering legislation which was. incorpo-
rated into the Oranibus Drug Bi]ll- of f198-8 and enaci;eg mFo law in

October, 1988. _ . .
DEFINING THE PROBLEM OF MoNEY LAUNDERING |
hrase “money laundering” has béen used to describe a wide
rég%;: (I:f‘ illegal ﬁnaxizlal operations.. The moest basic form of money
laundering is the skimming of funds from cash-generating business-
es to evade taxes. The Internal Revenue Service estimates that in
1988 some $50 billion Was hidden in this way. . N
1‘9 %h:ogrﬁ is also used to describe sch:emes to hide the cash pro-
duced by a range of illegal activities, iricluding illegal gambling,
prostitution, and drug irafficking. Estimating ﬁl}e size of this un-
derground economy is extremely difficult fo_r obvious reasons. How-
ever, law enforcement officials have consistently es?:m}ai}egi that
thes:a activities may generate (?ssmuch as $100 billion in illicit cash
fits each vear in the United States. .
pr%‘orsthe re%atively small-time drug trafﬁcke_r, the laundering of
money is simple—they spend their profits. They.pay the wages of
accomplices and suppliers in cash; agd, thiy us§ cash to purchase
iry items such as cars, jewelry and vacation homes. :
lﬁgever, as one moves higher up the drug distribution hierar-
chy, the profits are so large that they cannot be completely hidden
thn’)ugh consumption, and capital: is retained. Holding capital in

the form of currency is very costly. Not only are sécure storage and-

sortation of currency prohibitively expensive, but.also the op-
;I;ar%ﬁgga telgsts ‘in termsy cly)f lost- earning -power are -substantial.
These problems can be overcome only by depositing the money in a
financial institutiori which takes custody of the currency, pays Jl_ln-
terest on the balances; and can transfer funds=anyyvhgre in the
world through the use of electronic funds transfer system. :
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THE Bank Sucrecy Acr ResTricrs MONEY LaunDERING

As the worldwide drug trade mushroomed during the 1970’s, the
United States become the center of money-laundering activities. In
response to this problem, the Bank Secrecy law was enacted in
1974. The Act requires that 2ll cash transactions in excess of
$10,000 must be reported monthly to the Internal Revenue Service,
including bank and securities brokerage transactions, transactions
in cash at casionds, real estate closings, and even automobile, boat
and aircraft purchases. Large shipments of cash into or out of the
country must be reported as well. : '

The reporting Yequirement was viewed as an essential step: to
prevent the proceeds of crime from being laundered. The require-
ment created a paper trail whereby law enforcement authorities
could trace funds invested in legitimate enterprises to determine
whether or not such funds had their .origing in criminal activities,

However, initial enforcement of the currency reporting require-
ments of the Bank Secrecy Act of 1974 proved to be lax, and signifi-
cant sums of money ¢ontinued to be laundered through U.S. finan-
cial institutions.! Increased attention to the problem: by the Treas-
ury. Department brought stricter- enforcement efforts during the
Reagan Administration. These .efforts included a much publicized
prosecution in 1985 of the Bank of Boston, and indictments of other
financial . institutions for accepting cash deposits of over $10,000
without reporting them in the IRS. ‘

- In the wake of the-stricter enforcement measures, the Treasury
Department determined that financial institutions in the United
States were. increasingly complying with the reporting require-
ments. However, Treasury also recognized that as compliance in-
creased in ‘the United States, those. engaged in criminal activities
were moving more and more U.S. currency overseas to countries
whose banking - regulations guaranteed that such transactions
would remain secret. - _ i :

" THE INTERNATIONAL LOOPHOLE

‘Testimony delivered before the Subcommittes described in detail
the movement of U.S. currency to be laundered in offshore banks
and the methods used by both- drug dealers and bankers to avoid
regulation and detection.2 -

The profits from the international drug trade are moved to any
country which guarantees the fewest problems for the trafficker in
handling the proceeds from the illicit activities. As a resuli, drug
money is moved to countries, such as Panama, which do-not collect
taxzes on foreign accounts and which provide the fewest restrictions
on the movement of U.S. currency across their borders,3

The business -has been highly competitive, attracting many
smaller nations which historically have served as “tax havens” in
order to attract capital from around the world. Among the princi-
pal money-laundering/tax hayvens ‘have been the Bahamas, the

! See testimony of Martin Mayer, Part 3, April 5, 1988, p. 64.

# Subcommittes testimony of Martin Mayer, April 5, 1988, p. 64,
s thid., p. 65.
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Cayman Islands, Hong Kong, Liechtenstein, Luxembourg, Monaco,
NayuI:-IU, Singapore, and the Turks and Caicos Islands.* )
? By the mid-1980’s, Panama became an important center for the
drug trade because it offered everything a trafficker néeded.
Panama is strategically located on the major route between;-the
United States and South America. It has very stringent bank secre-
cy laws, and in the figure of General Noriega, guara_.njt\eed physical
protection of money couriers moving currency to Panarha. .
- The-use of these jurisdictions to launder drug money is described
in the case histories below, selected from the Subcommittee hear-
ings. Evident in the case histories is the ease with which drug traf-
fickers move ‘money out of the United States to foreign jurisdic-
tions for deposit where, in turn, the fands can then. be electronical-
ly transferred back into the United States. :

- CasE HisToORIES
CAYMAN ISLANDS

~ Leigh Riteh, convicted of narcotics trafficking in 1986, ran one of
the largest marijuana smuggling organizations ever uncovered in
the United States. By the time he was thirty years old Ritch was
transacting drug deals worth hundreds of millions of doflars.® -~ -

Ritch told the Subcommittee that all of his distributors paid him
in cash and that he stored the bills in a safehouse in' the Temps,
Florida area.® He employed old high school friends o count and
package the money for shipment:to an offshore banking haven
where the money could be converted into a bank depo’_s1t.7 For
Ritch, :the ideal place wds the Cayman Islands; renowned for its

secrecy laws.® o - - o
b?i!}.ll'ich -he{d’ dual U.S.-British citizenship and had lived and
worked in the Cayman Islands. He had learned that-the Island’s
hundreds of finarieial institutions existed principally-to assist Latin
Americans in evading exchange controls and tazes An-their- own
countries. These institutions would not require any irformation on
deposits of large sums of U.S. currency.® S .

Ritch testified that the Cayman banks charged a one percent fee
for laundering the money, which they characterized as a fee for
“counting the cash.” After taking such a fee, the banks would then
ship the fundsto the U.S. Federal Reserve System.1® :

When Ritch first began selling narcotics, the amounts of’ curren-
¢y he handled were in the hundreds of thousands of dollars. He
would place thé currency in a suitcase and fly .from Tampa to the
Cayman Islands. As the amounts of cash he handled grew, and his
trips became more frequent, Ritch began to fear that his activities
would be uncovered. As Ritch put it, “there was a lot of U.S. intel-
ligence on the island, watching the airport, watching . . . the bank

* Senate Committee on Government Olguerati_ggf, Crime and Secrecy: The Usé of Offskore
1 d C jes, Senate Report 99-130, p. 141, . .

Ba-’}lélsﬂf;mm?iﬂggx?esﬁmony of Leigh Ritch, February 8, 1988; pp. 179-180.

9 Ibid., p. 155.

7 Ibid., p. 154.

8 Thid., p. %g‘é )

® Tpid, p. 148, . »

1‘%ubcgmmittee testimony of Lee Ritch, February 8, 1988, p. T4.
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transactions there.”- Ritch .also learned that. Cayman banks were
being pressured by the U.S. not to accept deposits from known drug
traffickers. Accordingly, Ritch decided to move his money to
Panama,?? - , -
.In Panama Ritch relied on his partner in the smuggling oper-
ation, Stephen- Kalish, to act as his “agent to deal with the Pana-
manians.” Kalish actually bought a penthouse apartment .in
Panama City for use by the. organization. He shuitled between
Florida and Panama and,.according t6 Ritch, negotiated with Gen-
eral I\lT(eriega to insure.the security .of the money laundering oper-
ation. oo T ' P : -
- BAHAMAS _

- Louis “Kojak” Garcia, a marijuana smuggler turned federal gov-
ernment informer, described the dimensions of the currency ‘gener-
ated by his drug trangactions by recounting how there were times
he would sit in his spacious living room, ankle-deep in twenty, fifiy
and one hundred dollar bills.2® After receiving the money from dis-
tributors who paid Hini for the marijuana he smuggled into the
Miami area; Garcia then paid his suppliers and members of his
drug organization, He claims-also té have paid several high rank-
ing Bahamian officials up t0:$250,000 for permission to transship
marijuana through the Bahamias.'* Thege Payments still left him
with hundreds of thousands of dellars. in currency at-a time. which
required: laundering. - - . . R - .

Initially, Garcia used the Bahamian-banking system to launder
the profits from :the narcotics ‘business, particularly since he was
already using the islands as the transit point for drugs coming into
the United States. The Bahamas had strict bank secrecy laws.and
there were no reqiirements for reporting the deposit of U.S. . cur-
rency in Bahamian financial institutions, . ' :

Garcia found that initially many Bahamian banks were more
than willing to have his business. But like the Ritch-Kalish organi-
zation, the Garcia organization found that increasing pressure by
the U.S. was making-the Bahamas a less attractive place to do
business for money laundering. Accordingly, on the advice of
Ramon Milian -Rodriguez, a money launderer for the Medellin
cartel, and a number of Cuban American narcotics traffickers,
Garcia decided to join the cartel, Rodriguez and the Ritch-Kalish
organization in lauridering his profits in Panama, .

R , PANAMA =

Panama had grown into a money-laundering center long before
General Noriega came into.power, in large part as a result of bank-
ing “reforms” instituted in the late 1960%. Bank secrecy laws were
adopted and regulations on financial institutions repealed which

led to a virtnal explosion in the Panamanian banking industry by
the early 1970’s. Dozens. of foreizn banks opened branches in

e

11 Thid,, p. 161. C

12 Pestimony of Leigh Ritch, Part 2, February 8, 1988, pp. 67-68.

:: ?bqlacomligttee testimony of Luis Garcia, May 27, 1987, pp. 83-34.
id., p. 17. :
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Panama, many of them geared toward attracting the proceeds of
illegal activity. g S o
By the early 1980’s, there were well over one hundred banks in
Panama and more than fifty of those were owned by Colombians.
These banks aftracted significant sums of ‘drug money as the Car-
tel's .relationship with General Noriega grew. Panama became so
successful in attracting drug money, that according. to U.S. Treds-
ury estimates, staggering sumsof currency, amounting to at least
several billion dollars were being laundered each year. (Panama’s
development as a money laundering center prior to. 1984 is’ de-
seribed more fully in the chapter on Panama.) o s
Amjad Awan, the former manager of the Bank of Credit and
Commerce International Panaina, stated in a Subcommittee deposi-
tion that many of the ihternational. banks in- Panama willingly
laundered money. He said that when unusually large amounts of
cash were returned from Panama to the Federal Reserve Bank in
New York in 1984, thé Panamanian Bankers’ Association, a self-
regulatory organization, met to discuss how to deal with this prob-
lem. Voluntary limits on thé amount of U.S. currency that any one
bank could return-to the National Bank of Panama were proposed:
A suggested $5 million dollar limit was vigorously protesied by the
Swiss banks and a-number of large North American banks: When
voluntary:limits were adopted, the Swiss banks avoided compliance
by chartering aircraft to fly' currency back to Europe:i*s o
Awan also stated that the bankers could get money launaering
busiriess: by paying -kickbacks of one-or two percent to the owners
of Brinks of Panama.  According: to "Awan, Brinks controlled the
placement .of many drug deposits and for a fee, ‘would direct the
shipment of cash to the bank which paid-a:commission. In addition,
banks which laundered money toleratedcash skimming by officials
of the National Bank of Panama when the money was transferred
for repatriation. To offset these expenses and earn a substantial
profit, the banks charged special cash handling fees for taking in
large sums of currency.1¢ o . ,
Marijuana smuggler Leigh Ritch confirmed this account. He tes-
tified that Cesar Rodriguez, a drug trafficker who worked for Nor-
igga, had established a two to three percent fee for money laun-
dered by his orgarnization. The fee dropped to one percent for each
deposit over $5 million. The services Cesar Rodriguez provided in-
cluded meeting the shipments of money at the airport with ar-
mored cars, bodyguards and limousines, and providing continuous
personal gecurity while the traffickers remained in Panama.'?
Panama became so secure-for money laundering that the princi-
pal problem for the drug traffickers was security for the money as
it left the United States, not once it reachedl Panama. To solve this
problem, the Cartel experimented with different methods of han-
dling funds in order to prevent seizures.'® Often, the money was
flown to Panama as commercial air freight on either Branif air-

18 %Jléftommittee deposition of Awan, Part 4, pp. 478508,

L6 Thi B -

17 Snbcommittee testimony of Lee Ritch, February 8, 1988, p. 67.
18 Ipid., p. 50.
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lines or Eastern Airlines.l® Currency was shipped in pallets or in
-co%ii'_lamersfx ¢ ail " , v ‘ :
. _The -use. of palletized shipments was confirmed by an Eastern
pilot- who testified that after. his plane landed :'Lny Panama he
watched pallets beingunloaded from his craft into waiting armored
cars. When he inquired as to the nature of the cargo, he was in-
formed.that it was money.2° ‘According to Roman Milian Rodriguez
the station: managers for the airlines were in the employ of Gener-
al Noriega, thus insuring that the currency cargos received special
protection.. Noriega also maintained an ownership interest in the
-armored car-business that met the planes at the airport.2? :

After being laundered, many of the drug profits of the Cartel de-
‘posited in Panamanian financial institutions-found their way back
to Colombl-a_where they were invested in newspapers, radio sta-
.txons.,‘ telews1_on stations, soccer. teams, pharmaceutical firms, auto-
mobile agencies,.and construction companies, 22 .
. - 7 i . ONE MoNEY LAUNDERER’S EXPERIENCE

In his Subcomniitice testimony, Milian Rodriguez described his
career as a money-launderer and explained the techniques used by
the major traffickers to handle and invest their money. As an ac-
countant in Miami, Milian Rodriguez attracted business from mem-
bers of the Cuban exilé commiunity who had tirned from shellfish-
ing to drug trafficking during the 1970’s.2s.. -

_Beginning on .2 modest scale, Milian Rodriguez took the responsi-
bility for counting, packaging and shipping his client’s money to
Panama, where the funds were deposited in a local bank. Typically,

-Rodriguez set up the account at the Panamanian bank in the name

of :af:Panamaz}ian corporation created for the sole purpose of receiv-
-ing the one time currency depasit:?* Shortly after the initial depos-
it, the. moriey would then be moved to anothér group of accounts in
the same bank through a cash withdrawal in the form of a teller’s
receipt. This transaction did not leave a paper trail to-the receiving
accounts. The money-would then be moved 1to-a second bank in the
for? of telle,r’s notes-and deposited to the account of another group
of ‘dummy” Panamanian corporations, further hiding the scurce
of the funds.?® From there, it was transferred to a vigible, and on
the .surface, legitimate investment corporation in the Netherlands
Antﬂ_les.zﬁf'-l?hqt cb_rporatign ‘would in turn:purchase a wide range of
assets as passive investments, including luxury real.estatie, stocks
and bonds, and other financial instruments. 2’ - :

_— o

;: g)ig., p. 36-40. S - :

ubcommittee testimony of Gerald Loeb, February 8, 1988, pp. 181-132, 143

21 Subcommittee téstimony of Ramon Milian Rodrigues, Feb 1938, |
clased testimony June 26, 1987, p. 91. . wush é vuary 11, 1988, pp. 285, 247 and

igulgcummlu :gq,‘gggony m; RaRamqu_l MMlha.n lian -RodRodn riguez, April 6, 1988, p. 45. '

* Subcommitiee testimony o on ian-Rodriguez, February 9, 1988, pp. 220-291.
Milian-Rodriguez indictment, and relsted-documents in U1.8. . Five Million Four Hw’fd}ﬁ?ﬁ;
Seven Thousand, Nine Hundred Forty Nine Dollars, No. 88-1652 Civ-JWEK, and U.S. v. Rodri-
auez, b_oth US District Court for Southern District-of Florida. '

Thig oo 31 4346

id., pp. 41, and testimony of April 6, 1988, pp. 40-41.
“RMR testimony of February 13, 1088, p. 49, PP
* Bubcommittee testimony of Ramon Milian Rodriguez, April 6; 1988, p. 45.
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Mili: iguez stesti . established a cash
*Milian-Rodriguez stestified that in 1979 ‘he estal ish 2 cath
managaé?nfégt sg,;:em for Pablo Escobar, a kéy figure in-the Med_el
lin Cartel.?® Milian Rodriguez desig]—ifegg tﬁzs-dsysﬁgadtgt n;umfrehc;
- .V - .-. A . . N . L) a - . ,: e eS'crl 1 A
o aine piir ‘hases-was delivered to cartel
received frém wholesale cocaine purchases: Was °d to cartel
tives in- major cities around the United States: Thes

e it o he 1 to miessengers who-delivered it
“cut-outs” in turn passed.the money t6 mi S5 dgb" e iveted I
to safehouses, where: Colombians counted and undled e m

g.?ngasfgip%ed it to consolidation peints-for sh_lpme‘nj;l-to Pangm%” .

. The packaging ‘and: shipment ofhcugirtlc%rsgvﬂaill;andﬁggr igy;éfpg; it
forwarding companiés owned by the Ca el-). t]:?nf-; todriguez pro-
ided the subcommittee with cardboard boxes at had-been d
:ilggceld toeesxact" dimensions for pggkmgmoney and. carrled the logo

i ight forwarder. ¥ ' S ‘
Ofl\fhhth'e';gplglgdergegz was convicted under federal ]:}IEO aslta;tujseshgs I;):
] : ced to 43 years in federal prisdiv.
money launderer and sentence: _years e ot
, he was arrested with $5.4 million in cas > attempl
gga{olﬁasr—ie g‘ortl Lauderdale for Panama on his personal Lf}itr ggt.
At the time of his arrest, federal authonf:les toqted him as® e big-
gést drug money launderer apprehended in Elonda,r_r- .
' ' TueUS. Rusponse To THE PRoBLEM ..~
By the time- ommittee on Narcotics and Terrorism hegan
time the Subcommittee on Narcotics and T m hegan
itsBi{lErlégtiéﬂion, the use of offshore banks by drug trafﬁ._cke_rs al
ready had received significant attention by Congress. Beglq%mg g
A 1982¥the Permanent Subcommittee on Investigations of the Sena

ffai nmi najor i tigation of
‘ t Affairs Committee undertook a major inves on of
gaoevig];%g%anks, trusts and .companies in offshore bank secreey ju

-

risdictions by drug runners.- In the case of Panama, the Subcommit-

P ——— © . - 3 B “-t per-
. 1ded that. ‘the “evidence md.lqates_that a significan
22?11:;%!;?11;? t-Ei:he currency fin- circulation: in 'Papa!x{a], WQS_.?I;_ug
money.” : . . L sman George Wortley
1 f ‘Representatives, Congressn}an g
'(R-'IilfYt?eaIig;Sniez ofat.lt)ierBankjﬂgf Committee, 1§1trod;1eedti Eﬁ%ﬁ?gg{;
ic d have ized the Treasury Secretary to subje
al which would have authorized the Treas : ary fo. subjex
ic i 1 institutions,: including branches,
a wide range of foreign financial instit - including branches,
ibsidiaries, and affiliates of institutions doing busine ;
?}ll?j?tﬁllaéilszies, to the 'record-keep%g and regoﬂm%tzzqiu;gfﬁiﬁtf h?.g
the Bank Secrecy -Act. The House Banking € oll)l}ﬂflnil:h e Included this
“in H.R. 5176; the money laundering bill that:it rep
I?Artfgggt?l 1:)%6}‘::1 Accordirig .to the Cominittee report:(H.R. Report No.
746, 99th Congress, 2nd Segsion, 34): h o tt -
. N . ittee’s
including Section 6(a) in the bill, the Committee’ ]
in?eit?s to send a clear and unmistakable message that 1t'
expects United States financial institutions doing bus|1_1:1less:_
in-this country to not only abide by the letter of the aw
but to live up to their moral responsibility to-fully cooper-

21bid., pp. 20, 22.

2Thid., pp. 36-39.

" i .
:q%lgﬁ Ié'uﬂbmmmee testimony of April 6, 1988, p. 28,
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ate in this country’s efforts to'stamp out the illicit traffick-
ing of drugs.” :

“Foreign governments, bankers and the Treasury Department op-
-posed the Wortley provision from betoming a part of the final drug
bill passed by the Congress in 1986, arguing that it represented an
unprecedented. extraterritorial application of U.S. law. A substitute
provision: was included-[See. '1363, Subsection (c)] which required
the Secretary of the Treasuty to report t¢ Cornigress within one year
on the extent to which foreighi ‘branches are used to facilitate
money laundering to evade the reporting requirements of the Bank
Secrecy Act, to examine the issue of extraterritoriality, and to
idéntify - miethods of ‘obtaining - the“Cooperation of foreign. govern-
ments. - T T R o

In July 1987, the Treasury Sectetary submitted his report to Con-
gress. In the report, he stated that “Treasury is aware of very few

liablé estimates on the amount of money . that may be laundered
through foreign branches of ‘domestic financial institirtion.”

- 'EFFECTIVENESS OF CURRENT REPORTING REQUIREMENTS

In the wake of indictments of a number of prominent U.S. finan-
cial institutions for their failure to abide by the reporting require-
ments of" the Bank Secrecy Act,*the Congress in 1986 made it a
crime-to deposit Jarge sums of cash ‘without providing basic infor-
mation about the depositor such as namie, address, and taxpayer
identification. This statute applies to every bank, broker. and finan-
cial institution in the country, including casinos, that handle large
sums of cash. Depositor information, or Currency Transaction Re-
ports (CTR), are now being filed at a rate of nearly 600,000 a
month, -

The 1986 law, and the data generated by CTRs, have begun to
pay off. More than 270 targets of suspicious activity have been
identified, and there have been ‘several major -prosecutions, includ-
ing the well known Washington, D.C. and New York City “Pizza
Connection” case in which a number of-persons were convicted in g
major heroin smuggling operation, o
- But while these laws have been extrémely effective in fighting
distributors of illegal narcoties in the United States, a major loop-
hole hag made-them  entirely ineffective against drug smugglers
who operste from foreign ‘sanctuaries. As the Subcommittee testi-
mony detailed, the drug traffickers have developed systems to ship
the money: generated by drug sales out of the US, for deposit in
countries with strict bank secrecy laws, and .then electronically
transfer these funds back to the Dnited States where they are law-
fully invested In income-producing assets. ' -
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.SuMMAaRY AND CONCLUSIONS i _-. .

To function, the criminal organizations which control the drug
business must have access te commercial:'banks willing -to"take
large amounts:of U.S. currency anonymeusly..Moreover, they must
be able to keep secret the identity of the-beneficial ownets-of the
secret accounts. Restricting these:two essential requirements; for
successful money . laundering activities,-even imperfectly, is.the
most. important action the United -States. government: can:take in
.challenging seriously the plp\}eratiqgs of the large fraffickers. - = -

. .'The Subcommittee on N

‘posed thatthe Secretary of the Treagury negotiate agreements per-
mitting foreign banks to cooperate with U.S. narcotics investiga-
tions. As a result of an amendment sponsored by the chairman and
ranking member of the Subcommittee (Senator John.F. Kerry and
Senator Mitch McCoginell), legislation incorporating this. proposal
“was included in the Omnibus Drug Bill ‘passed at the. close -of the
100th Congress after passing the Senate by a vote of 85 to8. "

All banks—both U.S. and foréign-owned—which. do busineéss in
‘theé United States, should be required to record U.S, cash deposits
in' excess of $10,000 as a condition of their U.S. charter or their
right t6 transfer fiinds electronically into this country. The prompt
rnegotiations of such agreemerts with other countries,‘as mandated
by the Omnibiis Drug Bill of 1988, should be 1indertaken. *°

It is the belief of the members of the Subcommittee that these

agreements will ensure that banks maintain a record on the identi-
ty of anyone who conduets a cash transaction in excess-of -$10;000.
The records of such transactions would be requested only in con-
nection with a narcotics investigation. Institutions which choose
not to comply with this requirement should be denied access to;the
U.S. banking .market and the financial wire transfer- network
maintained by the Federal Reserve. : o -

LAW ENFORCEMENT VS. NATIONAL SECURITY: CONFUSED
: "~ PRIORITIES T

INTRODUCTION

_ The Subcommittee identified a number of cases in which law en-
forcement operations and criminal prosecutions were subordinated
to other foreign policy concérns. More often-than not, the interfer-
ence with law enforcement processes was the result of ad ho¢ déci-
sions made at‘the operational level of the national security agen-
cies involved, rather than the product of carefillyconsidered deci-
sions made at the highest levels of our government. © * -~ .

" Instances in’ which foreign policy considerations took precedence
over the war on drugs included the Barry Adlér Seal episode, law
enforcenient- investigations into illegal activities associated with
the Contras on the Southern Front, a narcotics sting operation di-
rected at 2 high Bahamian government official, the intervention’ of
U.S:iofficials ori behalf of the Honduran General convieted in' &
narcoterrorism plot, and the 'handling” of Panamia’s General
Manuel Antonio Noriega. (Accounts ‘of the Bahamian sting and
General Noriega were provided in the Bahamas and Panama chap-

ters respectively.)

O

arcotics and. Terrorism therefore pro- -
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-BARRY SEAL AND THE CARTEL

Barry Adler Seal, a former narcotics smuggl ili
T} . » ) ; er, w: til
undercover agent by the DEA in a highly sgrg;sitive %Spgraéfgg gﬁlgn
run %ga;nsi_: the Colombian cocaine cartels and officials of the Sanéj
rdmecelsivzdreimii j;1(1911. él\iaﬁzguﬁé e?lased upondizgtelligence the DEA had
2celved,. an JIr ad: . expressed by some memb.
Saniitl_n.ls;‘:;a?i Dlreci;orate In providing a base of operations i‘:'f Si\fggailz
gg?ragrbo tﬁ (jnagtnfl];im[}'os‘% tlﬁ.w_g;;é‘olx-cement officials had hoped to
Soirap A - ¢ carte: ini ials. i
dr%g B Do b?_‘ilil'g T ke e s‘ and Sandinista officials. in a
, However, the operation was disclosed prematurely by aj i
izggglogyogz%almwgg Ef?’fftd t? 1?1;16' press evidence }srugng;edﬁgl-%ﬁ:
an ¢ uence a pending Congressional
vote on Contra aid. Law enforcement official ous b,
their undercover operation was reveal P and agenty 1omious that
t ! opers was. ed and ts’ lives j -
11\zTed becau_§§- one individual in the U.S. goverhﬁaoizriiﬁv%soi] ?%li]i_a‘fg,
ﬁozigggsde% tso giay %olitics with the issue.? o
; ol i>eal, who' operated -aircraft service busi :
t&nge?g,{& kansas airport, were also the targets of gﬁge?ugyt‘
gencgssufﬁcigxﬁcg;cin tr.afdﬁiclzmg. tDespite the availability of evi-
ence ent fi -Indictment on money laundering -char.
and over the strong protests of State and federal Forcomant
officials, the cases were dropped.? The a ot e rorcement
. Pista T e - - B = " e t :
1;1‘172 iﬁﬂii?l?&% n}aﬁl:t have -revgiled natio%%la;se%u;ii;sg?fb‘;ga&hogt
A ough all of the crimes which were the | i iga.
tion occurred before Seal became a fedeei'zl igfgg%lasng the investiga-

- Bugso-Rosa’aNp THE CoNTRAS

Sénioi‘ USs. Govemme’nt‘ officials inte i
Denior F0vernme: -Intervened with a fed j
?}Oe obtﬁnJ.a reduction-to five years in-the sentence for g:i&&ffg
{ neral Jose Bueso-Rosa, who-was convicted in 1985 of conspirin,
ot_f_:}ﬁsassmate _President Suazo Cordoba of Honduras. The assassg
;1:.1 }_1(;_;1111 atﬁerln}gii:t:dasstoﬁlégv% "gzgn ﬁ]ﬁanced'by, the proceeds from the
; the U ates o million in cocaine seized i -
tion with the plot. The oth i etvod tan
texllgésdﬁgong'gs oty :ar:r defendants in the case received sen-
addition, officialg of the U.S. government i j
gilﬁlt B;{estosa served out his .serﬁ:ence in ;1 mt%vﬁegezazgs%?
A Ty T L
the ge end of the U.S. government and
been of particular help to the U.S military i ; s Ao aad
. _ Rl V.o, mif 1 Honduras. A
to the Admisgions of the United State 'mt ‘crimin praci g
Oliver North, “Lt. Col. North su, E:: 5 tlltlla o perminal trial of
Bueso-Rosa’s behalf to deter hi o i vt e face on
port, of the Conteser s r him from disclosing details of [his sup-
These officials seemed unconcérned that the Justice Department

had touted the conspir 4 "
terrorism yet discbvelg‘edajg’zl as the “most significant case of narco-

! SBubcommittee testimony of John . Lawn, Jul
» Suboommitiee testimony of C: Lawn, July 12, 1988, pp. 134135, '
ka;:sas, Ragast S st 5, %terms& ews with lecalrand federal law enforcement agents in Mena, Ar-
3 édm.\ssm:}s, U.S. v, North, DC Distriet Court, 1989, 3102,
ubcommittee testimony of Francis MeNeil, Part 3, April 4, 1988, pp. 4449,
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Mr. Mark M. Richard, the Deputy Asgistant-Attorney General of
the Criminal Division for the Department of Justice was adamang-
ly opposed to these interventions. Originally, the Department of
State ‘supportéd the Justice Department’s position in the Bugso-
Rosa'case. Richard said that early on the Pentagon took the initig-
tive in- support of interventions on'behalf of Bueso-Rosa. 1
- In-a depositioh before the Tran/ Co:;t_ra‘_‘Commltfiee,* R;qhg:gd:_;;g-
‘called being ealléd ‘to a meeting which included, among others,
Oliver ' North, General Paul Gornian, Elliott, Abrarhs, ‘and Dewey
‘Clarridge; who was ‘représenting the CIA, In ‘that mesting North,

Gorman, Abrams and Clarridge all agreed that Buesg-Rosa should

acéommodated. Richard said he-was surprised thaf the Si;ét’é" De-
'ggiiméﬁt‘s"jfposiﬁég had changed. Richard sa1d;‘he- ljequx_;d_ed: by
" Look..,any hing we do for this man seems to undercut -
., our 'positic;n thy;t we have repeatedly taken that this is an". -
" international terrorist. .This is-certainly not consistent :
with _the position we have -articulated, throughout {:hew--,___.
“course of this presecution, that this man is a. sgarlousslmter-_ L
- national terroristand should be tfl_'_é“ated accprd;pgly.- > i
Francis McNeil, m,'msﬁ’mdny before ﬂi’e'§ubc9m_ iy '_tt‘:ee"ggigi"t}flg
sul—ic‘g:;s%ﬁlfi intérvention on behalf of Buest-Risa, over the objéctions
of the-Justice Department, undermined President Réagan s policies
in thrée areas: antisterrorism,” anti‘harcotics, and support’for de-
moeraty. = 7 ‘ et ,

J

]

IN'fEﬁiGENcE vs. Law ENFORCEMENT

ite obvious and widespread trafficking through the war
zbi]i):'ss I<))f northern Costa Rica, the Subcommittce was unable to find
a gingle case against a ‘drug traffickér‘ operating in those zZones
which was made on the basis of 4 tip or réport by an official of a
U.S. intelligence agency. This is despite an execufive order réquii-
ing intelligerice  agencies ‘to'report trafficking to law exforcement
officials and despite direct testimony that trafficking on the. South-
ertl Front was reported to CIA officials.® - _ R
Where traffickers and suspected traffickers were mentioned, by
name in documents diviilged in the course of*the Iran-Contra héar-
ings, the names 'wére deleted by the authorities charged with docu-
ment declassification. This deletion was effected, notwithstandirg
the fact that acopy of 2 memorandum detailiniy the trafficking ae-

tivities writhen by Rob’ Owen and sent to Oliver North, had alrgady -

en widely circulated.”, ~ - c et o 0 T
b'\C"f‘?s];s;i‘stge‘%?-‘U’.S. Attorney Jeffery Feldman dnd FBI Special Agent
Kevin Currier were gent to San Jose in 1986 to investigate illegal
weapons shipmenis to the Contras operating in’ Costa: Rica. et,
U.S. embassy officials were not only unsympathetic with, their ob.
jectives but also atternpted to dissuade them from interviewing a
key witness.

STran/Contra deposition of Mark M. Richard, Appendix B, Volume 23, -August 19, 1981, pp.
129198, ; )

& i , pp- 115-1186, 118, . . . e T
Tﬁv;’ﬂn ﬁ%é%ogae?memomdum to North, Iran-Contra exhibit Robert W.-Owne 7.
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In his testimony, Richard Gregorie said that the failure of the
State Department to turn over important materials was Jjeopardiz-
ing the proseeution in his case against Sarkis Soghenalian, an arms
dealer. ‘Gregorie testified that the case against General Noriega
could well be jeopardized if 1J.8. intelligence agencies failed io
come forward with information about the General’s role in narcot-
ics trafficking. - '

- It is impossible [to know with certainty] in a world

.. Wwhere the secret to conducting intélligence activity is com-

partmentalization, that is you get information on a need to
Inow basis. o

. . . if a compartment goeg out of wack, that is if ‘they
go off on their own wild spree, there is nobody to supervise
them. And if it happens that Mr. N oriega was working for
a compartment I don’t know about and their superiors in
other departments don’t know -about, there may be a
whole source of information unknown to the prosecutor. -

_Gregorie, referring to the CIA, went on to say, “ .. with the
Noriega case we have requested the right to see certain things. I
can honestly tell you that I am convineed that we have not seen
even a small percentage of what we should see.”

MisGUIDED Priorrrins

Law enforcement operations directed at narcotics traffickers
should be a clear government priority. Law enforcement agents
who are on the front-lines, day-in and. day-out, of the war on drugs
should be secure in the knowledge that ag they develop evidence on
anyone associated with the drug trade, their efforts will not be
Jjeopardized or terminated for so-calléd national security consider-
ations. IR .

The .most graphic example of this conflict between law enforce-
ment and foreign policy priorities is that of Richard Gregorie, who
for eight years led the war on drugs in the U.S. Attorney’s office in
Miami. He had achieved a reputation as one of the nation’s most
effective and toughest federal narcoties Prosecutors.

Yet, Gregorie, in frustration, resigned his position in January of
this. year due to increasing opposition he was meeting from the
State Department to his investigations and indictments of foreign
officials. - .

In an interview with NBC, aired on February 22, 1989, Gre’gor'{eja .
said the opposition from the State Department made it almost im-
possible to pursue top cocaine bosses, He stated, in that interview:
“I am finding the higher we go, the further I investigate matters
involving Panama, high level corruption in Colombia, in Honduras,
in the Bahamas, they are concerned that we are going to cavse a
problem in foreign policy areas and that that is more important
than stopping the dope problem.” : : T

Gregorie said he felt a lot like the. soldiers in Vietnam felt. “We
are not being allowed to win this-war.” .

SNBC News interview with Richard Gregorie, Febrnary 22, 1989,
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The Drug Enforcément Administration has expressed a clear re-
luctl;.nce- tog develop cases against’ officials of foreign. governments
because of that agency’s status.as a guest in the countries where it
operates. Many law enforcement. officials in gouth Florida have
been discouraged in pursuing cases that lead to. the Bahamas be-
cause of past interventions by the foreign policy agencies of our

nt. ‘ . - .
go%e{:;? gases are brought against those involved in the drug trade,
prosecutors should be able to rely upon the cooperation of all the
agencies of the Federal government to assist them in indictments
and prosecutions. Obviously, secrecy is’'essential to mamta.lnmg the
security of certain U.S. government operations. However, the con-
cern for-secrécy and the need for the classification of important na-
tional security information should ot be an_msut_'moun_tab;e. obsta-
cle for prosecutors in .their abglty_ to obtain evidence critical in

i nore effective war on drugs. - -
W?%lg%t?igilz)n, the Nicaraguan war complicated law enforgel_n_enig ef-
forts, particularly.in south Florida, at a- time when the 111}011;- dar-
cotics trade mushroomed out of control. A unique problem surfaced
with the privatization of U.S, foreign.policy in Central America, sat
the direction of Lt. Col. Oliver North. The following. section to this
chapter discusses the nature of this problem. o L,

c.

'TuE CoNSEQUENCES OF Privarizing U.S. ForeieN Poricy

j nsequences of privatizing support for the Contras, par-
ticﬁlg?quétfx?ing %he_ Bolandpfmen.dmént prohibition on o_fﬁc_1a:1 u.s.
governnient assistance, was that it attracted numerous individuals
and organizations involved in illictt activities. o -,

As revealed during the Iran/Contra hearings, .an extensive: net-
work of private support for the Contras was established afd. coordi-
natéd by a handful of goverhiment officials working with private or-
ganizations. Although it might have been um,ptended, this private
support network, eficouraged by certain officials of the U.S. Gfmg
erniment, served, as a magnet for many individuals 'who exploited
their activities on behalf of the Contras as a cover for illegal gun-
running and narcotics trafficking. Tt appears that anyone or any
organization was welcomed “as participants 'in suppozrtmg the
CoTnﬁza;r%g:;:e efforts 6n behalf of the Contras attracted a number
of drug traffickers who understood full well the high priority the

U.S. government gave to the war against Nicaragua., Testimony

before the Subcommittee revealed narcotics traffickers-were par-
Ei%fgllfﬂ;h:stute in offering to-assist thg 'Qon?rggs in an effort to Tiot
only protect their operations, but'also to avoid' prosécution for their
aétivities as well. This technique is known ag ticket punch_mg: ;

In the environment of South Florida, with exiles from around
Latin America plotting a variety of activities- aimed at toppling
left-wing regimes :around the hemisphere, and with legal and -ille-
gal covert operations a commonplace, the opportunities for ticket
punching are endless. According fo R_1chard_ -Grego_r}e- of the-U.SQ.
Attorney’s office in Miami, the result is a prosecutor’s nightmare.

® Testimony of Richard D: Gregorie, July 12, 1928, pp. 156-1683.
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The Subcommittee repeatedly encountered this phenomenon as it
tried to understand the relationship between law enforcement and
foreign policy priorities. Many of the stories connecting the Contrag
and drug trafficking were the result of ‘efforts by traffickers to es.
tablish' a cover for their operations by “marrying” them to covert
activities and to revolutionary groups desperate for help.10 .

Ramon _Mi,lianaRodrigue_zi offer to assist the Contras was. not

brought against him. . .
George Morales, | the convicted cocaine-trafficker, was quite
candid. that his primary motivation in providing support to Eden
Pastora’s organization was his belief that the CIA would getually
intervene t0, assist him with his Jegal problends.! Unlike Milian- -
Rodriguez, Moralés in fact deliv"eredg planes, weapons and money fo
the Contras who were desperate for help at the time.?2 When his
relationship with the Contras developed more fully, Morales ‘began
to take” advantages,of the Contra infrastructure to enhance his
drug operatioris, ‘ o T ’ -
DIACSA, which was the headquarters for the Floyd Carlton/Al-
fredo Caballero cocaine transportation organization, was paid by
the State Department’s NHAO office asa supplier of h i

SETCO wss the recipient in 1986 of $185,924, in State Depart-
ment NHAO office funds for the transport of humanitarian assist-
ance to the FDN based in Honduras. A 1983 U.S. Customs Service
report stated that “SETCO aviation is' a corporation formed by
American businessinen who are dealing with Matta and are smug-
gling narcotics into the United States.” The Matta referrad to in
the report is Juan Matta Ballestéros, a major cocaine trafficker in
the region, and wanted by U.8. law enforcement agencies for the
brutal murder of DEA agent Enrique Camarena in Mexico.

Frigorificos de. Puntarenas, a Costa Rican seafood company, was
owned and operated by convicted drug traffickers, Luis- Rodriguez,
Carols Soto and Ubaldo Fernandez. Frigorificos received $231,587
in humanitarian assistance funds for the Contras from the State

; for drug-smuggling which(,itook'
place between November 1980 and January 1983. o -
Tom Posey, Mario Calero, Jack Terrell,- Frank Castro, Joe
Adams, and Rene Corbo were all indicted in August 1988 for Neua-
trality Act violations that occurred in 1985 and 1986. The FBI had
extensive investigative files on Corbg who readily admitted that he
had been providing weapons to the - ontras in violation of the Nen-
trality Act. All claimed. they were acting on behalf, and with the
encouragement, of the U.S. government in the Contra war against

Nicaragua. ]
+ -

101hid., p. 137, and Subcommittee testimony of David Westrate, Part 4, July 12, 1988, pp. 144,
:; ?bqgcomméztegztesﬁmony of George Morales, Part 3, April 7, 1988, p. 300, .
id., pp. 60-62.
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. THE Cask oF MICHAEL PALMER -

' 'The most. puzzling example of this phenomenon the Subcommit-
te;m;ncwxi‘teged Wé% the case of Michael Palmer. Palmer’s career
as a drug smuggler also included numerous government agsocia-
tiond that clearly revealed a government working at cross-plrpdses.
Palmer was ‘a former Delta ,A;itl}nes flight engineer ‘who _WQI;lt
into the marijuana businesg with Leigh Ritch and Michael Voge] in
the late 1960’s. He ‘participated in the smiggling of hundreds’ 6f
tons’ of marjjuana into the United States over a six-year ‘period
ithout getting caught. = A
W%OFJSET he Tg',lev_'v, 't'go Colombia with a load of monejy ‘to purchase a
large' shipment of marijugha. The plane was trapped on the round
by the Colombian military and Palmer was thrown ‘into jail2* As
he sat in jail he had the chance to ‘contemplate the rigks he
faced.** Theré was a strong probability that his organization had’
been gompromised and that.ope or more"of its members Were work-
ing with the police. He risked being identified as the key figure in
a multi-billion dollar drug ring and face a possible life sentence. .
For Palmer the message was clear: Get, out of jail in Colombia
and go‘to work for the U.S! governient. Depending on the story
ong chooses to believe, Palmer was either released hecause the Co-
lombians had no case against him or because his friends paid off
Colombian officials. Upon his return to the United States he told
his former colleagues that he wag retiring and_prp;gnptly;looliesd for
goveriiment agenciés which would be able to use his services.
Palmer’s major assets were an.interéest in a DC-6 which had
beeri involved in drug smuggling operations, an interest in Vortex,
a minor Miami-based air cargo’ business, and exgel,lent,.g:opm_ecthns_)
in the driig world.1® Within a matter of months’after his return to
the United States, Palmer was handling ) hu:papltanan._ cargoes
for the State Department, working for the Drug Enforcen?tent Ad-
minigtration, and informing for an office of the Cust}oms, S._ez_jwce..
Palmer’s decision to bécome a goyernment Informant _Was pre-
scient because he was in fact indlicted in Detroit for his role in the.
marijuana smuggling operation. His ploy worked. Ove;' the objec-
tions of law enforceinent agencies involved in the case against th%
Palmer’s indictment was dropped as “not béing in the interest o
> United States.” o . L .
th%hgoughdut Palmer’s career as Ta’goyerpment' qurrpant the vari-
ous agencieés using’ him did nbt geem to know that he was involved

in more than one operation with more than one agency, In fact, -

encies were tracking him as a srgl’ug'g;le.r:nﬁawaré‘that he
svos?sl e&giig-_fhe smuggling for' DEA. Palmer’s varied government op-

erations all involved uSingthe same airplans. The results were -

nfusion.?” - : , - .
ch%%seaﬂg—cg which was the centerpiece of Palmer’s operation had

been purchased in 1979 and had -been used to pick up a multi-ton

load of marijuana in Qolomb‘ia: The _plgn_e Was bverloaded- and }nt

8 Subcommittee testimon-y of Michael Palmer, Part 3, April 6, 1988, p. 202.

" %ﬁ: gb.zg%'z-zua, and Subcommittee testimony of Michael Vogel, April 5, 1988, p. 114.
16 Palimer, ibid, pp. 197-198. , o o o

7 Ibid., pp- 215-216.

ordinate with the Custo
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some trees and shrubs as it took off from Colombia. According to
Michael Vogel, Palmer’s partner, the plane flew north with tree
limbs and shrubs. sticking out of the wings. . The intended destina-
. tion was a farm in Tennessee but because of the damage the crew
had to dump the load of drugs over a-small town in Georgia.18
. The plane landed in Tallahassee and the occupants fled before
the police closed in. The plane was seized and left on the runway at
Tallahassee for several years before it was retrieved from the gov-
ernment by Palmer’s lawyer. Palmer invested a substantial sum of
money in rebuilding the plarie and gave it to Vortex’s Steve Her-
reros in exchange for an interest in his company. Herreros had sev-
eral air freight contracts for which he could use the plane.1®
When Palmer decided to-become an informant the plane became
an essential part of the plan. DEA wanted-him to fly to Colombia
where the plane would be used to entrap a Colombian smuggling
ring. The Colombians agreéd to sell Palmei marijuana and a Joad
was sent back to Detroit. "
Unfortunately, Palmer testified, the DEA did not properly co-
i ms Service.
According to Palmer, Customs agents in Detroit who did not
know he was working for the government came close to shooting

"him and breaking up the entire operation before the DEA could

find out who the distributors were and before DEA could complete
the sting,20 o _
- At the same time Palmer was ilying drugs as part of a DEA
sting, the DC-6 was being used for State Department humanitarian
assistance flights to the Contras.2! Menibers of the press corps had
become aware of the plane and suspected that the plane was a key
link between the drug trade and the covert war in Central Amer-
ica. They staked out the plane and began to investigate Palmer's
background. B _ _ : o
In the meantime Palmer and his partner were repainting the
plane and changing its tail numbers to make it less conspicuous.
Each of the tail nizmber changes and new paint jobs was recorded
by a professional photographer at the Miami airport who makes
hig living tracking alterations made in the appearance of junk
planes parked in the airport’s famous “corrosion corner.” Un-
known to the covert operators or the D , the photographer sold
copies of the pictures to the press which. was now sure it found the
link between covert operations -and drug trafficking. .
. On one occasion, the plane returned from Central erica and -

~was subjected to a careful search at the Miami airport. . The pilot

protested claiming that the search endangered sophisticated navi-
gation equipment which had been installed for government oper-
ations. He asked that Palmer be called to the scene to verify the
fact that the plane was being used on an official government, .oper-
ation. The Customs officials were incredulous because they knew
that Palmer was under indictment in Detroit in a huge marijuana

s Destimony of Mickiael Vogel pp. 101-102, in 100-773, pt. 3.
18 Thid, p. 197, : ,
20 Thid, pp. 290-224.
21 Thid., p. 208.
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smuggling case. To' their amazement Palmer got the government
- to acknowledge the plane.22 =~ ..

- As the public controversy about Pa]mer ‘grew; the d1fferent law
en.forcement agencies” involved with the case ‘¢ould not agree on
how it sliould be hzndled. DEA wanted his Detroit case dropped be-
cause of his undercover work, while other agericies suspetted that
he was continuing his ‘own. drug busmess usmg his work for the

, DEA as cover.

‘The Detroit prosecutor decuied to drop the charges agamst
Palmer, -a decision which infuriated Palmer’s former partners in
‘the man_]uana business who all recewed long prlson terms 23

THE CASE OF FB.ANK CAMIPER

" The story of Frank Camper is one clear examplé of how the pn-
vatization of forelgn policy could lead to tragedy.

" Camper is a'Vietnam veteran who began working as an inform-
ant out of Birmingham, Alabama for the FBI in the early 1970s. In
1980, Camper decided to establish “a private school for people who
would be interested in paramﬂltary wor. i whxch he caIled “the

Mercenary School.” 24

+ Advertising in publications like “Soldier of Fortune ” “qrung
I-Io,” and “Eagle,” Camper conducted two—week paramilitary tralw
ing courses for individuals and groups . . ' While training these in-
dividiials, Camper was actmg as an mformant for the FBI and mili-
tary mtelhgence

The training provided by Camper included instruction in assassi-
nation techiiques, the use of plastic explomves, and vanous bomb-
‘-lllg techniques.25 "

From the beginning, the Camper. school attracted‘moient and ex-
treme elements. Among Camper’s ‘first students was Robert Lis-
benby, who accordmg to Camper was planning a public  bgmbing
and’ assassination in Miami. Camper -informed lawenforcement
agents and the plot was halted. Other Camiper students “iised’ the
technigues that they had learhed” at his school to steal 1tems from
the Redstone Military Base in northern:Alabama 26 =
* According to Camper he foiinded the sthool with® two prmc1pals
'in mind. First, to “enable’thé TU.S. Government t6 gain a great deal
of intelligence and indeed initiate many operations that were sue-
cessful to stop criminals and terrorists:” Second, “to get and prove
out possible foreigneis who, would-work for the’ USs. Government in”
the ‘futiire.”27- Bétween 1981 and 1986, Camper received approxi-
mately more than $25,000 from the U S Government in con.nectlon
with these operattons 28" =

Ag Camper’s ‘school- became mcreasmgly well-known he- found
himgelf being: drawn into contact with representatlves of forelgn
governments a.nd with the Contra prog’ram Lo

22 Thid., pp. 229-280,
23 Vogel ibid, pp. 113, 117.
24 Subcommittee test:.mony of Frank Camper, Part 4, pp. 287-288
28 Camper, Part 4, p. 301
a6 Campar 3}3 289,
1.
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Camper testified that in 1984, he was approached by members of
the Panamanian Defense Forces who wanted him to participate in
training programs for PDF anti-terrorism commando units.
Camper said he learned during a mieeting in Panama that the PDF
was working with the Medellin cocaine cartiel, and reported this in-
formation to military mte]hgence Camper claimed that military
nﬁtelhgggence did not fo]low up on "the mformatlon he had prowded
them

. The same year, the. Clv1]1an Mﬂltary Asgistance Group (“CMA™

_-of Decatur, Georgia, began sending individuals who wanted to fight
with the Contras to train with Camper for “deep penetration raids

into Nicaragua.” These individuals were later expelled: from Hon-
duras. Camper also trained members of CMA who went to fight
with the Contras ‘on the Southern Front, working with John Hull“
Aimong them were British mercenaries Peter Glibbery and John
Davies, who were. arrested by Costa Rican officials in April, 1985
after conducting a raid in Nicaragua.s¢

Camper also participated in training members of an exile group

‘attemptmg 0 conduct a coup, against the Ghanian government.

These individuals were later. arrested on a barge off the coast of
Brazil as they were ‘heading for Ghana, and nnprlsoned 31

In Novemher 1984, four Sikh nationalists were trained at Camp-
er’s school. The S1kh’s asked Camper fo train them in guerrilla tac-
tics for a war ‘the government of India followmg the assas-
sination of Indira Ghandi and the Indian government’s assault on
the Sikh Goldén Temple. Camper advised the FBI of the Sikh’s
plans. Camper testified the FBI advised hith to continue training
‘the Sikhs as a means of mohitoring their activities. Camper testi-

- fied that as a result of this monitoring the ¥BI was able ‘to stop-

planned assassinations of Rajiv Ghandi and an Indian state minis-
Ter, and that many of the Sikh terrorists were arrested. Other
Sikhs trained by the Camper school escaped. According to Camper,

" the Siklis used ‘plastic explosivés they obtained froin his school to

blow up -Air Ind1a Flight 182 ovér the Atlantic in June, 1985, kill-
ing 329 people.?2 - -

- Camper’s school was closed - after he was arrested in 1986 on
weapons and racketeering cha:rges in connection with a Los Ange-

les bombing. 3%

The Frank Camper story exemphﬁes man;n,of the perils -of the
privatization -of foreign-policy. While-being monitored by the FBI
and the military, Camper was permitted to train individuals who
participated in military expeditions, attempted COUpS,; and bomb-
ings involving many nations: While the missions were clearly not
authorized by the U.S., many of them were tolerated in a period
that U.S, foreign- pohcymakers were seeking to engage the U.S. in
a variety of low-intensity conflicts using a mixture of private and
public resources.

The tragic irony is that Camper’s school was the source for the
trammg and plastic exploswes used te blow up the Air India plane.

.29 Thid., pp. 201-204.
) 3°,Camper Part 4, pp. 295-296; see also Iran/Contra Testamony of Tom Posey, Vol. 21, p. 125
31 Cawper, Part 4, pp. 302-303.
22 Camper, Pa.rf 4, pp. 30 .
33 Thid., pp, 307, 320. ~
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This occurred even though ‘the operation’ was being monitoréd by
the FBI, and highlights the risks of permitting p:qgate military
training camps to operate in theUmted S.tatgs,; R

T TE[ECASEOFRICHARDBRENNEKE o
Certainly; one of the -unintended .censeqiiences of the -privatiza-
tion of U.S. policy toward Nicaragua, were the number of individ-
uals who surfaced elaiming to have been engaged in illicit-activities

on behalf of federal agencies supporting the épo;ltrasi "Q_ne guch. m— ‘

dividual was Richard Brenneke, -/~ /7 © Sie T it a0

Brenneke is the President of a Portlaiid, Oregon propérty man-
-agement compahy. Adcording to him, in‘his spare time he had Peen
involved in arms deals in' the Middle East and Central Amética
and as a participant in’a number of covert operations. -~ - 4.
" Brenneke™first came to the Subcomiiittee’s attention” through

Will Northrop,.one of the defenidants in the “Evans” Iranian arms

sale case in New York. Brennéke was'the source for a’lengthy“New
York Timés gtory on weapons sales £0 Ifan. Ih that story he ‘-
counted his purportéd-role in the “Demevand” project, which he
the Iraniaw governmeént, T
‘Séme méfﬁhs later Brenneke began to assert publicly that” he
had participated in a guns for drug arrangement in Central Amer-
ica which was officially sanctioned by the U.S. government. As part
‘of this arrangement he,said he had smuggled drugs into the United
‘States and arranged Weapons purchases for the Contras in. Eastern
Europe. . :. ' : ' - -

©As. the result of these new, assertions the staff.contacied. Mr.
Brenneke who.agreed fo be.deposed: The deposition swas takelg,;gp
April 23, 1988 in Portland, Ozegon, : ;

“In_his, testimony; Brenneke asserted that he had worked for the

said was the code name for a weapons purchasing operation’ fun, by

CIA as-a contract employee in the Middle East in.the 1970°s, that-

he became involved working for Israeli intelligence and the CIA in
the early 1980’s. He claimed that in the course ofhis dealings he
was asked by the Israelis. to make-arrangements for the purchase
and shipment of Eastern European weapons to the Contras. He
gaid that. after’ clearing the request with the CIA ‘he 'bought__t}}e
‘weapons from .Omnipol-in. Czéchoslovakia, and. had the weapohs

shipped -to' a warehouse in ‘Bolivia. He said that ',thefIsraglirs then _

flew the weapons to Panama and Honduras,. @ .. 5wy
: . Brenneke said that-he had worked -closely with:a-number of:Is-

raeli 'agents ‘active in' the Central American weapons: project who-

were running drugs into the United States: He saidsthat he was

told by White House officials:thit the operation was officially sanc-
tioned, and he had perscnally discussed _thgope;aﬁo‘n with mem-.

bers of the Vice President’s staff. - 2 L T
The Subcommittee then began an exhaustive-effort to determine
whether Brenneke’s sworn statement had any basis in fact. Dozens
of individuals whom Brenneke had named in his deposition were
intérviewed, ‘thousands "of pages of documents from goverrment
files relating to hirn and thousands more from his .ﬁlgsf a_;;d other
sources were reviewed. : - '
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A careful analysis of the files shows that he spent considerable
effort unsuccessfully in trying to become an intelligence agent and

when that failed, an arms dealer. The records show that Brenneke
was never officially connected to U.S. intelligence and that he was
never tasked by a U.S. Intelligence agency to gathér information.
Although Brenneke produced thousands of pages of documents re-
lating to proposed arms deals, there is no evidence that any of
them ever came to fruition. ; o

Brenneke began telling stories about his “secret” life as a spy
sometime after he was stopped by .the Customs service coming
through the Seattle airport on a return-trip from Europe. He was
carrying a briefcase which contained references to arms deals. The
Customs Service wanted to know whether he was involved in ille-
gal weapons transactions. His response was to offer to become a
Customs informant. ‘ ‘ ' '

The Subcommittee confirmed that Brenneke applied for a job
with the CIA when he finished school but his application was re-
Jjected. He worked for an international banker and securities dealer
and spent some time in the Middle East and Central America. As
the result of his employment he developed contacts in the world of
international arms dealers. ’ ’

When the Iran/Iraq war intensified the adversaries went into
the world market to buy weapons. A- number of Brenneke’s old con-
tacts asked him to join them in their efforts to sell weapons to both
sides. Brenneke traveled to Europe and met with his old contacts
and with representatives of both the Iranian and Iragi arms pur-
chasing missions. He traveled to Czechoslovakia and met with rep-
resentatives ‘of Omnipol, the Czech arms company. ,

Although Brenueke’s files are filled with evidence of this travel
and of correspondence arranging meetings he did not produce any
evidence of any business transacted. There are no signed contracts,
invoices, shipping instructions, delivery records, end user “certifi-
cates whether real or falsified, or financial records of any kind to
support the assertion that he wag an active participant in arms dev’
liveries to either Iran or Iraq. .

Moreover, Brenneke did not produce any evidence that he was
reimbursed for any of the expenses he incurred while trying to ar-
range arms deals. :

It appears that Brenneke learned about the secret U.S. arms
deals with Iran from his business associates who in turn had

learned about them from the Iranians. It also appesrs that Bren-

neke received completely fabricated information sbout arms deals
fromi undercover agents of the Customs Service who were-setting
up a sting operation and were talking to his business associates.
When direct efforfs to arrange the arms- deals failed, Brenneke
began to tell every agency of the U.S. government which would
listen that he could get the hostages in. Lebanon released. In ex-
change, he wanted the right to sell weapons to the Iranians. Ap-
proaches were made through Marine Corps Intelligence, the State
Department’s Office of Trade and Comniercial Affairs, and the De-
fense Department. These approaches were all passed on to the Cus-
toms Service, which, at that time, was in the process of preparing
the “Sam Evans” case in New York. -
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~Customs agents interviewed Brenneke extensively, reviewed his
records and decided that hé had little to offer. He appears not to
have been indicted in the Evans case because he did not play any
substantive role in the transactions which were at issue. . -
Undaunted by his failure to secure dutherity t0 negotiate with
the Iranians over hostages, Brenneke began to offer additional pro-

posals to various federal agencies, including the ‘Defense Départ- -

ment to trade the Iranians U.S. weapons for Soviet made T-80

tanks. These offers were rejected both because of the négative as-

sessment which had been made of him and Brenneke’s demand

that he be allowed to sell weapons to thé'jlfgnians. -
L . CoNcLusioN - - . :

The Senate and House Select Committees which were constituted
to investigate the Iran-Contra affair described in detail how the
Oliver North operations undermined basic U.S. foreign policy.objec-
tives. = s ’ '

In their Report, the Select Committee noted: .

Covert operations of this Government should only be.di
rected and conducted by trained professional services that -
are accountable to the President and the Congress. Such
operations should never be delegated as they were here, to: _
private citizens in order to evade Governmental restric- -

- tions.3¢ - . : :

The Select Committee observed further that: . .

The President set the stiage for welcoming a huge dona:

. tion for the contras from a foreign Government—a contri--
- bution clearly interided to keep the Confras in the field ;
. while U.S. aid was barred. The NSC staff thereafter solicit-.
" ed ‘other foreign Governments for military aid, facilitated
the efforts of U.S. fundraisers. to provide lethal assistande -
to the contras, and ultimately developed and directed a
private hetwork that conducted in North's words, “a full
service covert operation” in support of the Contras. 33

The Subcommittee members believe it is important to reinforce
the concerns laid out by the Iran-Contra Committees. Not only did
the actions of the North network undermine our government's-war
on terrorism, but they also damaged the war on drugs. Throughout
the decade of the 1980’s, the two threats which have exacted:a
tragic human toll in the lives of our citizens have been the actions
of .the political terrorists and narco-terrorists. Yet, in the name of
supporting the Contras, we abandoned the responsibility our gov-
ernment has for protecting our citizens from all threats to their ge-
curity and well-being. . , PR

Those U.S. officials who were involved in encouraging and active-
ly pursuing the participation of private individuals and organiza-
tions in the contra supply network, must bear the responsibility for

the illegal activities of those who responded to that call. When ac-

1987 ’

3% Report of the Gonéressional, Committees Investigating the Iﬁ&hﬂa Affair, November
p. 16 : ) . '
" ssThid,, 18-19. :
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countability is sacrificed in support of a cause, control over those
who exploit the situation for their own illicit ends is lost. as well.

Those U.S. officials who turned a blind eye to General Noriega,
who intervened on behalf of General Bueso-Rosa, and who ada-
mantly opposed the investigations of foreign narcotics figures by
honest, hard-working law enforcement officials, must also bear the
responsibility for what is happening in the streets of the United
States today. } -

As Gregorie stated so succinctly in this interview:

- If it was the communists that were taking ovér South

and Ceniral America, we would have done somthing about
- 'it. But it’s the drug dealers and therefore they (the govern- -

ment) don’t see that a5 'a signifidant priority.%6 '

_The casualty list for the continued narrow perception as to what
constitutes threats to the national security of Ehe United States has
grown quite lengthy, particularly with the Iran-Contra episode. It
includes. the people of the United States who are threatened on a
daily basis by narcotics-related violence sweeping the country.
There are few neighborhoods in the United States that are secure
from this threat. It is individuals'like Richard Gregorie, an excep-
tional public servant who tirelessly gave ‘of himself to protect the
citizens of ‘this country, but who fihally gave up because his own
government would not allow him to win the"war on drugs. It is the
credibility of government institutions who turn’ a blind eye to do-
miestic and foreigh ‘corruption associated with the international
narcotics trade because of the preception there are higher foreign
policy priorities which demand our attention. - : '

In-the end, the Contras themseélves became victims of the very
network created to'support them.

- CONCLUSIONS -
NATIONAL SECURITY ISSUES

1. International drug trafficking organizations are a thredt to U.S.
national security. Our government must first acknowledge the
threat and then establish & more coherent and consistent strate-

gy for decling with ift. . : :

Hearings before the Subcommittee on Narcotics and Terrorism
established that the international drug cartels constitute a se rious
threat to the. national security of the United Statés and, indeed, to
the stability of many of our friends in the Western hemisphere. In
the United States illegal narcotics exact enormous costs in terms of
increased crime, lower economic productivity and general health
problems. In Latin America, the cartels not only creaté social and
eonomic instability as.a result of their operations, they have also
demonstrated the capability to undermine government institutions
through corruption and violence. ' '

The drug cartels are multinational in scope and operation-In"
many instances, such as in the case of Colombia, they use the sév-
ereignty of foreign governinents as a shield to protect themselves

86 NBG Nightly News interview with Richard Gregorie, February 22, 1989.
/
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from law enforcement activities directéd at their operations. In'the
past, when the United States has pressed for action on such mat-
ters as the extradition of cartel leaders, the traffickers have been
able to demonstrate, through the use of corruption and violence,
that there is a price to be paid for cooperation between govern-
ments on criminal and legal matters.

The scale of the cariels’ operations and the dlmens10ns of the1r
economic, political and military power make these organizations
far more dangerous than any criminal ‘enterprize in U.S: history.
They.have access to sophisticated weapons and .intelligence; They
have fielded their own armies and even have entered into alliances
with a variety-of revolutmnary groups and military institutions in
the hemisphere. In many respects, they have taken on the -at-
tributes of sovereign governments.

The United States government needsto recognize the -enormous

threat thesé organizations pose o the vital national interest of our’

country. The government should considér how to utilize more effec-
tively the various political, economic and, if need-be; even m1l1tary
optmns in order to neutrallze the growmg power of the cartels.

2. In the past the Umted States gouemment has ezther fmled fo.ac-
.. knowledge, -or- underestimated, -the seriousness, of-the emer; ng
. threat to national security posed by organized drug trafficke
“The reqsons;for this failure. should be examined by the Senate

Select. Intelfzgence Committee, in conjunction with the Senafte’

Foreign Relat;ons Commzttee, 1o determme what steps should
be taken. . .

The operatmns of the drug cartels in’ the 1980’s exceeded the

scope of all.previous organized criminal behavior. The Subcommiit-
tee received testimony detailing how. cartel leaders rented islands
in the Bahamas for use as transshipment points for cocaine coming
in the U.S., and how drug-related corruption w1thm the Haijtian
military durmg recent years opened up. a.uother major trans1t point
in the Caribbean.

The Jud_u:lal system in Colombia has been subjected to such vio-
lent assault it’s almost impossible to find a judge who will approve
imprisonment or extradition for majer cartel figures. By late 1984,
the Medellin Cartel, in particular, consolidated an important rela-
tionship with General Manuel Antonio Noriega of Panama. That
relatmnshlp beécameé one of the most significant developments for
the cartel in 4 country whose ‘Stability and security has long been
considered of vital nationsdl interest to the' United States.

Intelligence reporting ‘on’ narcotics issues has been margmél and’
woefully inadequate. The’ mtelhgence reports reviewéd by the Sub-

commniittee failed to focus on the scope of the drug crisis, the politi-
cal'and economic power of the cartels, or the threat the narcotics
trade posed to regional U.S. interests. Tt appears the operations of

the cartels too offen have been viewed as an adjunct t6 what has -

been perceived as the more important issile of East:West, conﬂlct n
the region. -

Law enforcement officials and prosecutors durmg this period
have far too often focused only on individual casés and rarely con-
sidered the issue of narcotics trafficking in the broader context of
national security. However, there appears now to be-a greatér ap-

T T IR
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preciation within the law enforcement community on this dimen-
gion-of the problem than there is within the foreign policy and na-
tional Security apparatus of our government.

- In sum, each agéncy with a responsibility for waging the war on
drugs has focused on its own tasks and set its own priorities. This
not only has' affected the ability of the federal government to wage
a coordinated strategy for dealing with the problem, but also in the:
establishment .of differing criteria by which individual agenc1es
view the cooperation of other countries in the drug effort.

Because of the implications of this failure for American intelli-
gence as a whole, the Subcommittee urges the Select Comimittee on
Intelligence’ to review the process by which- intelligence -regarding
narcotics .is brought to the aftention of govermment officials. The
Select Committee on Intelligence alsc should determine if precon-
ceived definitions ‘6f what constitutes' a national security threat
prevented: the delivery of effective and tunely mtelhgence report—
ing aboutnarcotics trafﬁck:mg -

FEDERAL PRIORITIES

3. The threat. posed by the cartels should be given a major priority
" inthe U.S. bilateral agenda with. a number of countries includ-
¥ ing Panama, the Bahamas, Haiti, Colombia,’ Peru, Bolivia and

‘Paraguady. It should be among the miost important issues with o
© number of other countries, iricluding Mexico and Honduras

The Subcomm1ttee hearmgs demonstrated that in some bilateral
relationships, such as the case of the Bahamasg, policy priorities of
the United States, mcludmg law enforcement, were neither clearly
definéd nor regularly reviewed:"In other relat1onsh1ps, giich as the
case of Panama, drug enforcement was considered but wewed s
less important than other foreign policy obJectlves . )

The members of the Subcommitteé believe that narcotics-related
iséues should be givén a hlgh priority within the State Department.
U.S. ambassadors should receive clear instructions on the mpof—
tance of narcotics-related issues in the countries to which they are
assigried. The Ambassadors should, in turn, regularly report to the
State Department on.the host government’s responsiveness, or lack
thereof, in dealing with this problem. The Department sho@d
signal cléarly that our government places the highest priority on
diminishing s1gmﬁcant1y the effectiveness and power of the cartels.

‘While joint eradication efforts, such as those being undertaken in
Bolivia and Peru, are posmve signs of the willingness of other gov-
ernments to assist us in the war on. drugs, these efforts can only
promoie marginal results. Eradication is essentially a war on small
farmers strugg]mg to meet the basic needs of their families. Exira-
dition of major drug leaders and-cooperation in diminishing the ca-
pability to -launder money will have a much more significant
impact in curtailing the power of the cartels. ;
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4. In order to convey to other countries the seriousness with which
the United States regards the drug issue,. the President should
convene a summit meeting of Latin American leaders to ratify a
coordinated strategy for - dealing with narcotics trafficking
‘money laundering and relatéd economic problems, S

A summit meeting of the United States and our Latin neiglibors
would signal that the United States considers curtailing interna-
Flc%nal._ ;tlarcotlcs- trafficking to be of vital national and hemispheric
Interest. - . R o R

Such a meeting also-should be a forum for the discussion of eco-
nomic issues which must be addressed as an essentisl component of

any selution to putting the cartels out of business: U.S, economic -
agsistance to the region is dwarfed by the amount of money . the -

drug cartels can bring to bear in influencing the region’s pelitics
and economies. The United States, must accept. this reality -and
begin to assist creatively in developing long-term economic solu-
tions™ for Latin America. A mesningful debt relief program. for
many Latin cotntries is an obvious first step. Lo
_ CovERT AcTIvITY ISSUES o
9: The war in Ceniral America contribuied to weakening an already
-, inadequate law enforcement- capability which was exploited
. easily by a _variety of mercenaries, pilots and cartel mémbers in-
volved in.drug smuggling. In several.cases, drug smugglers were
hired by Contra organizations to move Contra supplies. In addi-
- tion, individual coniras accepted weapons, moviey and equip-
-ment from drug-smugglers " - e T T
. The Subcommittee did not find evidence that the Cortra leader-
ship participated directly in narcotics smuggling in support of their
war against the Sahdinistas, although the largest Contra organiza-
~tion, the FDN, did move Contra funds throiigh :a narcotics traffick-
ing enterprise and money laundéring, opération, There was,’ mére-
over, substantial évidence of drug smuggling through the war zones
onthe part of individual Contras, pilots. who flew supplies, merce-
naries who wotked for the Contras, and Contra supporters through-
out the region. ' N T
_ There is also evidence on the record that U.S. officials involved,
in assisting the Contras knew that drug smigglers were exploiting
the clanidestine infrastructure establishéd to support the war and
that Contras were receiving assistance derived from drug-traffick:'
ing. Instead of reporting these individuals t0 the appropriate law
enforcement agencies, it appears that some officials may have
turned-a blind ‘eye to these activities, s o

6. There are serious questions as to whether or not US oﬁ’ici‘als in-

volved in Central America failed to address the drug issue for.

- . fear.of jeopardizing the war effort against Nicaragua.. ,
The Subcommittee received testimony from a number of individ--
uals who asserted that the U.S. government failed to address the
drug problem because to do so might have interféred with the war
n Nicaragua. Serious questions have. been raised as why our gov-
ernment waited so long to deal with the Noriega problem in
. i
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Pahama. The Barry Seal sting operation directed at officials of the
Sandinista goverhment in Managua was prematurely announced
publicly by U.S. government officials, shortly before a crucial Con-
gressional vote on Contra aid, thereby jeopardizing an ongoing

DEA investigation. :

. There are also serious allegations surrounding the case of Gener-
al Bueso-Rosa, a former Honduran military officer involved in an
assasination plot funded by money from the sale of cocaine in the
U.S., against President Suazo Cordoba. A number of U.S. govern-
ment officials intervened in the case of Bueso-Rosa, who ultimately
received a light sentencé in a minimum security facility for his role
in this episode. L ,

The Subcommittee urges both the Senate Seléct Committee on

Intelligence and the Senate Judiciary Commitiees to investigate

these episodes to determiné if they had a deleterious.éffect on the

war on drugs. .

7. The Subcommittee testimony of Frank Camper raises questions as
to what various military intelligence units knew about illegal
activities. The testimony also raises questions as to whether or
not military intelligence was involved in impropér domestic op-
erations. The Senate Select Commitiee on Intelligente should

- review the testimony and consider whether remedial legislation

may be necessary

Frank Camper testified that he had.reported violations of the
Neutrality Act to U.S. military Intelligence agents. There is a ques-
tion as to whether or not these reports were forwarded to appropri-
ate law enforcement agencies. Camper also testified to a number of
unauthorized operations which were developed at his “Recondo”
mercenary training camp.in Dolomite Alabama. He maintained
thege operations were reported.to military Intelligence, which al-
legedly did not interfere with their implementation.

The Subcommittee found it difficult to assess the Camper testi-
mony. Neverthieless, in light of the serious questions raised by his
statements, the Subcommitiee believes the Senate Select Commit-
tee on’ Intelligence should investigate how the Camper case was
handled and whether actions of Military Intelligence were appro-
priate. . , . _

Law ENFORCEMENT Issums ¢

8. A primary focus.of the U.8. drug effort must be on the major nar-
eotics frafficking organizations located in foreign havens. Law -
enforeement efforts concentrated on the pusher in the streets,
the distributor in the U.S., and interdiction at our border have
failed to stem the flow of drugs pouring into this country

In recent years, the public has witnessed announcements by fed-_
eral, state and local authorities of record drug seizures and arrests
of major distribution organizations in the United States. Yet, more
cocaine than ever before is flooding our streets as evidenced by the
continued decline in the price per kilo and the frightening increase
in drug-related violence in the U.S. o~ :
- The current strategy is failing to stem the narcotics tidé because
law enforcement authorities are focused on the least vulnerable
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level of the cartels’ operations: the pushers and the distributors.
When drug salesmen and distributors are arrested, they are re-
placed immediately without serious disruption to the overall oper-
 ations of the cartels themselves.

Witnesses have compared stopping drugs at the border to futile
attempts at plugging a funnel at the wide end. In addition, many
law enforcement officials doubt whether the current efforts to
deploy high tech equipment in interdiction efforts will produce
meaningful results. While the United States must continue to de-
velop and implement a strategy for interdiction, the most signifi-
cant portion of the federal effort should focus on. denying the drug
cartels comfortable foreign havens where they are protected by pri-
vate armies and corrupt government officials. . o

Senate advise and consent to the ratification of a number of
mutual legal assistance treaties would not only send a strong
signal as to the sericusness with which the U.S. is waging the war
on-drugs, it would also enable us to deal more effectively on extra-
dition and money-laundering, where the cartels are most vulnera-
ble. : . ' 4

In addition, pursuant to the Omnibus Drug Act of 1986, the Con-
gress provided the Administration with a range of sanctions to-
apply to-foreign governments which harbor drug traffickers; export
narcetics or facilitate the laundering of drug money. However, the
Congress did not clearly draft language which creates standards by
which the Administration can measure the “full cooperation” of
other countries. The result has been that the Administration has
consistently argued against -decertification for such countries as
Mexico and the Bahamas. - ¥

While sanctions pursuant to the certification process will not’end
foreign official corruption, they would send a strong signal of 11.8.
coricern and seriousness. Members of the Subcommittee uige the
Foreign Relations Committee to again review the certification proc-
ess and to work with thé Executive branch to develop clearer
standards and more coherent definition of “full cooperation.”

9. The President should deny Customs preclearance for any. country
identified as o narcotics source or transit country by the U.S.
-Depdrtment of State in its arinual International Narcoties' Con-
trol Strategy Report which does not “fully cooperate” with the
U.S. in anit-drug efforts '

In the Bahamas, Canada, and Bermuda, the United States pro-
vides “pre-clearance” to foreign visitors::In addition, a number of
Caribbean nations are currently asking the .S, to be-considered
for . pre-clearanceé. Under -pre-clearance, persons -entering the
United States are checked by Customs in the foreign country,
‘rather thazn when they land in the United States. 1

Some foreign nations, especially in Latin America and the Carib-
bean, prefer pre-clearance because it facilitates tourism and the
movement of people to and from the United States generally. The
Immigration and Naturalization Seérvice also prefers pre-clearance,
principally because it allows INS to exclude persons without a
valid right of entry before they arrive in the United States. '

By contrast, the Customs Service has expressed concerns about
pre-clearance, because if any contraband is found it remains in the

_operationis _at hoine and abroad.
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foreign cotintry and the person whio is carrvis, it is handl i
_ _is hand]
“l_tav?‘g;xf;qz‘tceme‘.t_lt system rather than that o%ge United Staegesi.) XF]S):?
glziampIe, the Subcomimities received testimony that drugs seized in
the Bahamag by Custons officials of that country were later sold fo -
other qar_cot_:sqs‘_,s;qugglgzzs.’ Accordinigly, the Subcommittee believes
that the overall U.S. policy of pre-clearance needs to be re-evaluat-
ed in major drug-transit countries with & substantial record of offi-
cial corruption or.a law enforcement systern that has proven inad-
equate to'combat narcotics trafficking in the United States, .
. The Unlted- States should consider ending Customs pre-clearance
“in the _Baha:m_as te: force that government to reconsi its 2
proach a.nduattl'tude"'tbwérd*narcotics-trafﬁc};ing. - dex, its ap-
10."The existing distrust and comipetifion bety for
¢ z petition between law enforcem
‘ agenc;es“z{;quzng on the drug problem and agencies wf(;}-kinge?r:
- the- natwn_alr‘s‘-epuﬂty ‘aréna must be resolved. Ways must be
o foun;l to make'it possible for law énforcement agencies 16 have
‘access to national security intelligence informdtion. - '
. In‘testimony before the Subcommiittes, it was apparent
.members of both.the law enforcément and the iﬁtelﬁg%%ac;.éeggmﬁzf
nities regard each other with suspicion, if not outright distrust.
_.The intelligence community is legitimately ¢oncerned that the
informatior it provides to law enforcement agencies, particﬁlarly

.sources and rmethods, could he eventually be disclésed in court. pro-

ceedings. The pirimary concern of the intéllisenie nity i
thereforg, -fo ‘protect its sources and methodslgiﬁin?affénrﬁg n]ﬁ%;ﬁ?:
gence which could be critical to sticcessful prosecutions, o

., At is incumberit ypon. the, exetutive branch of the governient fo
devisé 'a mechanisin whereby a useful intelligence product can
assist law enforcement efforts in the war on gs. A workable

-System for protetting classified information particularly as it re.

lates to sources arid methods in the criminal justic i i
es t ¢es and methods in the 1 justice setting ust
{dev_,elgped; This Jssue should receive the serious attentignn?gfs tﬁg
Select Corninittee oii Intelligence and the Judiciary. Committee, as
well s by the new National Director of Drug Policy. . == -
11, g._jS. i’aw;reg_z}l‘il)rcegzenit. agencies s;gzould devote more attention to
unter-intelligence to prevent dealers and organizati
from penetrdting their -dpém;ipnsmg . : organzz_atzqns
., The Subcommittee received extensive testimony detailin
manner i which the cartels have penetrated U.S. ﬁw enforeegmen%
Janitorial and clerical workers -

‘have been bribed for access to files; low level officials have. be,
‘bribed 16 find éut the disposition of ships and aircraft;.lawazgfoz?t$£

meént radio frequericies have been monitored and polj T
agents have been placed tnder sutvellance. o on federal

‘The narcotics trafficking organizations leave nqt'h:"ixg to- cha: nce.r a

They have hired former law enforcement officials, includin iCe
. . o e . . ’ i ? 01
mvestigators, former federal agents and former prdsecdj;grs? Wllfg

now work as private detectives or private lawyers for the cartels.

‘N6t only does this give the cartels access to the identity of inform--

ants, but also access to significant intellizence on the law '
ment assets directed at their operations. Benes n © faw enforce-

R
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ith any threat to the security of the United States, the' war
fagil'sns“?the dfug cartels must rely heavly on the use of intelligence
and counter-intelligence. Intelligénce gathéring and investigative
‘efforts that dre comipromised easily, places our’ law enforcement

agenciés in a virtvally unwinnable situation in this war. .

One of the first tagks of the new National Director of Drug policy
should be to take the steps necessary to remedy this situation. A
strong . counter-intelligence ' capability must be"_ developed as.a
‘means of reversing the sérious ‘compromise of our law enforcement
2. Individuals who represent themselves as working for the CIA or
12 I‘J)z;}l:;); r?ational secﬁrity agencies of the United Sta?es C_r‘ovem-_
ment, and who in foct do not, should bg promp;lymp;osecuﬁed to

the full extent of the law - _ o -
isrepresenting oneself as a U.S. government official is normally
'no%&::il;?sﬁaered tfbe a major crime. However, during the course of
this investigation, the:Subcommittee found that .many individuals
who became involved in gun running, Neutrality Act violations:
and even supporting narcotics trafficking did so because-they-were
told that their actions were either on.the behalf of, or sanctf}oned

e U.S. government, L B
byt%%:ﬁUtiegnumberrbf individuals 'u}voIVe'c_l in -Central A.gnerma
who. were by turns, engaged in activities which were legal, illegal,

official or unofficial, the proposition that some criminal bekliavior -

‘was ially satictioned is not surprising. It is evident that many
;%iv?g%(;ﬁs t};ok- advantage particularly of the an_‘tra effort f?l.'_, per-
‘sonal gain, while representing that they were eltl}e:'r\_wgrk}ng‘, di-
reetly for the U.S. government or undertaking activities ‘with'the
val of officials h Washington. ~ " 7 7 L
ap%izyaéu%committee- recommends that the Judiciary Committee

-develop legislation to provide civil and. criminal penalties relating: -

ch misrepresentations. Prosecutions of individuals who so mis-
f-g;zi(;ent thegselves could serve &s a deterrent to others who :;_ng
unwittingly become involved in illegal activities they think are offj-
cially sanctioned by our government. -
‘ tate Department should make o special effort to contro
1 Irzzzglgp?eeenhg visas from couniries which are major transit
couniries or which harbor drug traffickers

Witnesses told the Subcommittee that one of. the most effective -

vs o trolling drug traffickers is to deny their access to mul-
g;fg :qnizg) I11.715.51“3 -ingto th% United States. There is not a’ leg;}t;mkl_a;ii:e
réason for the United States to allow anyone suspect_e_;d— ‘Of"wlpll; - Egl
with drug organizations to enter and exit freely fl_ﬁom,the IEI e
States. An éxample cited in the testimony is Lionel Wooley, a Hai-
tian national who allegedly controls the Tonton Macoutes organiza-
tion in Miami and who is viewed as a major player in the Hz_a._ltlan
cocaine distribution network in southern Florids. _ L

The Staté Department should, therefore, reexamine the %gugrnce
of visas £ foreign nationals with suspectéd connections to t} ek EE
trade and, in cooperation with the Départmerit of Justice, seek &
deportation of such individuals. - , ,
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14 The Federal Aviation Administration should undertake a major
- effort to inspect the hundreds of substandard aircraft, manpy of
- Which are used for smuggling illegal narcotics, whickh dre Joat.
“ed throughout the Unifed States. Those aircraft which.do not
“meet FAA specifications should be grounded immediately

Former narcotics pilots testified before the Subcommittee that
many of the planes they used to fly their illegal cargoes.into the
United States were substandard. The Subcommittee staff also in-
spected numerous aircraft used by smugglers that could not even
come close to mieeting FAA standards. The planes -were not main-
tained, their instrumentation was inoperable and the required log-

. books were not kept. One plane, Vortex’'s famous N22VX, crashed 4
-month after it was discussed in the hearings, killing the pilot and
crew. :

The members of the Subcommittee believe that if the FAA close-
ly inspected these aging cargo planes each time they appeared at

this country.

Ticult for the &mugglers to use legitimate air fields and airports in

15. The use of criminels in undercover operations should be Lmited

' to intelligence.gathering for criminal investigations. Otherwise,
our government risks allowing criminals to continye profiting
from their illegal activities on a free-lance basis, while using
their government connection as a cover

It is an accepted fact that for a drug trafficking informant o be
useful he must be involved in the narcotics business. Underc¢over

- operatives provide an easy and effective way to gather information

and’ evidence, The danger, - owever, is that too many informants

-operate independently of their handlers,

Vhile law enforcement agencies are able, in large part, to con-

“trol .informants, national security agencies have a more- difficult

task because of the need to protect an entire-operation.—

The Subcommittee encountered deliberate efforts by criminals to
cover their illegal activity through their association with law en-
forcemient and government undercover activity. When an individ-
ual criminal supposedly working for the government is arrested for
criminal acts, the CIA defense is often raised. According to Prosecu-
tors, the defense has become especially commeonplace in south Flor-
ida and is frequently successfil However, the Subcommittee be-.
lieves that the pursuit of legitimate foreigm policy objectives should
not require any agency of the United States government to assist a
drug smuggler in any way, ’

16. Drug traffickers, money launderers, and their criminal enter.
prises should not receive federal contracts,. either by inadver-
tance or design. Such contracts can be used by drug traffickers
or other criminals both as ¢ means of supporting and legitimiz-
ing criminal activity . S -

" The Subcoimmittee found that the State Department - contracted

with four companies controlled by drug traffi¢kers to provide goods
and service to the Contras in 1986. The ‘State Department also en-
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tered into negotiations with one of these. companies on its own
behalf, after the company had. been identified by the F.B.L as the
headquarters of a major narcotics conspiracy. In each case; federal
law eriforcement agencies had information from more than one
source that the companies weré significantly involved in narcotics
trafficking. : ' ¢
- . The payment of funds by the State Department to-drug traffick-
ers, while they were under investigation by law enforcement or al-
ready indicted, is compelling evidence of our government’s failure
to coordinate the war ondrugs. - . . - - o
The Subcommittee believes that the State Department should jn-
stitute procedures to ensure that all of its contracts aré reviewed
- by federal law enforcement agencies to insure that public funds are
not given to drug traffickers for State Department contracts in the
future. :
_ MoNEY LAUNDERING IsSUES ,
17. The Treasury Department should beégin negotiations on’ gather-

.ing deposit information on large foreign’ U.S. dollar-deposits, as
authorized by the 1988 Omnibus Drug Bill ST

The ability to launder large quantities of U,S. curr:ency is. essen--

“tial*to the success of the major ndrcotics smuggling organizations.
The Subcormmittee believes that tracking the drug money ahd ag-
gressive steps fo prevert the niovément of large amounts of cash
are the most effective and efficient ways to damage the cartels. To
operate on a global scale, the Colombian cartels rely on banks will-
ing to accept large deposits of U.S. currency while maintaining the
anonymity of such transactions. = - - = e

The 1988 Omnibus Drug Bill ¢alls for negotiations with foreign
governments .to require foreign banks that accept U.S. dollars to
reeord depositor information. (Banks in the United States must not
only record such information, they must report-it to the Treasury).
The Subcommittee recommends that .the President-instruct - the
Secretary of the Treasury to pursue expeditiously and seriously
these negotiations. - U , B
18. The United States must take the lead in promoting internation-

al anti-money laundering regimés and regilations o

Money laundering is a4 global problem of enormous dimensions.
However, few of our allies have.laws which make money launder-
ing a crime. S oy S
._.Just ag the United States has taken the lead in the development
of international organizations such as GATT to govern .trade, and
World Administrative Telephone and Telegraph Conference
(WATC) and Intelsat in telecommunications, the Subcommittee be-
lieves'that United States must persist in- presging for international
money laundering control laws. Late last year, the United- States
became a’signatory to the Vienna :Convention, which eliminates
bank .secrecy as grounds for refusing-requests for inforination
about financial transactions related to narcotics. activity. The Con-

vention obligated parties to take measures making money launder-

ing. a criminal offense, and to enact laws for the identification,
tracing, seizing and forfeiture of proceeds of narcotics trafficking
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and money laundering. In addition, the U.S. supported the adop-
tion of the Basle Committee’s statement of prineiple “for the pre-
vention of the use of banking systems for the purpose of money
laundering.” : ,

The U.S. government needs to follow up these initiatives with
support for detailed, international standards.to inhibit money laun-
dering and to facilitate the prosecution and extradition of narcotics
money launderers. - . :

PERSONNEL IssUES

19. Narcotics law enforcement often takes a back seat-to other diplo-
matic and national security priorities. This is due, in part, be
cause ' the relevant agencies have little regard for the people
-working on the drug problem ‘ T

Foreign service and career officeis in the intelligence. community
havé told the Subcommitiee that working on’ drug isSues can be
detrimental to even the most promising of careers. In fact, young
Foreign ‘Service  Officers are told by their career advisors that
working on as few as two'drug assignments can lead to exclusion
from consideration for promotion. . ,

One reason that some government officials may not take the
drug issue as seriously as other issues, is that those -with the skills
and qualifications are not rewarded over the course of a career.
This attitude within the personnel system must change'in order to
attract motivated and competent people into the narcotics policy
area. Only then will the narcotics issue receive the attention it de-
serves within the various government agencies. o '

20. To encourage the most. tnlented - and-experienced personnel to
remain on the job the Federal government must roise the sala.
Ties of senior prosecutors dnd investigators and create special
senior positions : o

The present federsl pay scales make it almeost impossible for the
government to keep its best senior prosecutors. Private practice_op-
portunities offer three times the federal salary and benéfits. Pri-
vate sector working conditions, including clerical and reseatrch sup-
port, and benefits, are generally far better. Obviously, the federal
government cannot meet the private sector pay scale. The gap in
salaries, however, has grown far too wide to permit top people from.
seriously considering a government career. *

Similarly, law enforcement agenices encourage early retirement
for skilled investigators who do not move into senior mansdgement
jobs. For the most part, these investigators collect their pension
and then earn twice their salary working as private detectives.
Consideration should be given to creating a non-management
career path to encourage the retention of especially competent in-
vestigators.
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29." The Senate Judicary Committee -should consider prohibiting
 anyone who has held o policy position on the narcotics issue for
the U.S. government from working as o registered agent or lob:
byist on that issue for a foreign government _ : -
- Foreign governments, such as the Bahamasg, l:{ave sought to im-
prove their image in the United States and to prevent U.S. action
against them for their failure to address narcotics issues. A
number of foreign governments have hired former officials who.
have had responsibility for drug issues in the U.S. legislative or ex-
ecutive branches, The Subcommittee’ learned of situations where
these former officials represented their elienis on drug issues in
meetings with current U.S, governmeént officia_ls. R :

If the drug issue is taken seriously as a national security matter,
the people who worked on the issue inside the American govern-
ment, and know our law enforcement strategies, should not be able
to market that knowledge to governments that are working direct-
ly with drug traffickers. .” . .

NEUTRALITY Acrt.

23. Private citizens should not be permitted fto mount expeditions

from the United States aganist foreign governmenis wzthoyt

© formal U.S. government approvel in edvance and prompt notice
to latw enforceient - - E : ‘

As presently worded, a violation of the Neutrality Act is 4_1e‘f"1ned

as action taken against foreign governments “at peace with the

United States.” Nevertheless, a variety of private persons became

involved in supporting U.S. policy regarding the Contras, in some,

cases while engaging in non-appfoved criminal activity. The result
was a situation in which it became increasingly difficult for.varicus
gavernmental entities, including law enforcement agencies-and the
Congress, to determine what-activities were authorized and what
were not. In criminal cases brought in South Florida since the
Tran/Contra affair, prosecutors and, judges,havt'e had d_iffipulj:y Prov-
ing that free-lance activities by American citizens, including gun
running; were in violafion of the law. o o

The Subcommittee believes that private mercenary action must
be subject to effective prosecution. A mechanism needs to be estab-
lished to ensure that law enforcement and other relevant govern-
mental entities, including the Congress, can promptly determine in
fact whether or not ostensibly “private” military expedition has
been authorized by the United States.- ' e,

"'The Chairman of the Subcommittee intends to file legislation ad-
dressing a number of these concerns as a companion to this Report.

E
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APPENDIX: NARCOTICS AND THE NORTH NOTEBOOKS
SUMMARY ’

Among the Voluminous testimony and documents received by the Iran/Contra
Commitiee was a significant ambunt of material relevant to matters under investi-
gation by the Subcommittee on Narcotics, Terrorism and Interpational Qperations.

In early 1987, the Subcorhmittee Chairman, Senator John F, Kerry and ‘Senator
Daniel K. Inouye, the chairman of the Senate Select Committes on Secret Military
Assistance to Iran and the Nicaraguen Opposition, worked out an agreement under
which the staff assigried to the Subcommittee would receive the necessary special
security tlearances to study all of the documents to which the Iran/Contra commit-
tees had'access, - ] ’ .

In November and December 1987, ‘the cléared Committee staff read thousands of
pages of Iran/Contra Committee matétial, including the “North notebooks,” which
consisted of 2,848 pages of spiral-bound notes taken by North on a daily basis from
September, 1984 threugh November, 1986 covering his activities, telephone calls and
meetings while he was at the National Security Council. In reviewing these note-
books, the Committee staff found a number of references to narcotics, terrofism and
related matters which appeared relevant and material to the Subcommittee’s in-
quiry. However, in many of: these cases, material .in. the Notebooks adjacent to the
narcotics references has beep deleted from the material provided to the Committee.

" Upon reviewing the matier with staff of the Iran/Contra Committees, the Sub-
commiktee learned that neither the Iran/Contra Committees nor the White House
had had ageess to uncensored North Nptebooks. Instead, North or his attorney had
deleted portions of the Notebooks which they considered to be outside the jurisdic-
tion of the Iran/Contra Compmittess. In all, 1,269 of the pages of the Notebooks were
censored to some extent by North or his attorneys prior to being delivered to the
Iran/Contra Committees, with 155 pages blacked ont completely.

This occurred because North took the Notebocks. from the White House in No-
vember 1986 before his documents were impounded, and turned them over to his
lawyer, Brendon Sullivan.- The Notebooks were than subpoenaed by the Fran/Céntra
Committees. North asserted his Fifth Amendment Constitutienal right, and was
then given limited iminunity by the Committees to compel his testimony. After
North was given immunity, his attorneys still objected to furnishing the full Note-
books, contending that they were mot rélevant to the Committee’s investigation and
North need only furnish portions which he and his attorneys determined were rele-
vant. ’ =
Because of the Iran/Contra Committee’s very tight deadlines and the need to
have the Notebooks for at least a brief period prior to beginning the questioning of
North, the Committees agreed to allow North's lawyers to make dqhgions from the
Notebooks. North or his attorneys blacked out hundreds 'of Notebook pages and nu-
merous entries. Some of the censored entries were read by the Committee lawyers,
but most were not. Most important, the lawyers who reag the diaries zt that time
did not know names, dates and places which would later prove to be important, and
therefore wére not in a position to determine the relevance of the material deleted,

The Iran/Contra Committees’ staff had gnly a few days to review the material .
before’ North was questioned. The thousands of pages were furnished in often illggi-
ble copies and would have required weeks of analysis to make sense of under the
best of conditions. . - ) :

Under a fundamental agreement over classification which the Iran/Contra Com-
mittees made with the White House, the Notebooks were classified at codeword
level and could only be released after a review by a White House declassification
team. . -

Following the review of the diary entries by cleared staff, Senator Kerry read sev-
eral hundred pages of the North Notebooks and wrote the White House on January
25, 1988 requesting the immediale declassification of 543 pages containing refer-
ences to drugs and drug trafficking, North's probe of the investigetion into North's
activities initiated by the Foreign Relations Committee in 1986, and related matters.

(145) :
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Whi i i i he requested materials.
i lassification team declassified some of the requeste
Solr&ne of 131:'1 ;ftinalsqec a\i?ere deem%gh‘l‘;ﬁ.eotﬁ relev?:gglzocg}ﬁdﬁﬁsi&leg;tgieavﬁga ?:?ﬁg
; i ) the i ouse . ] t
T '%ﬁgltftsi'ﬂei:qu bge.c ;ﬁfions not in their possession since they thggcf)agg;;uls(l){
oot mored by North and his attorneys. The W hite House chdl rt!g.rt declassify 104
hfe ?}11 oas es Tequested by the Committee staff, contending that al it Edependent
Sations would favefo avaibthe proceing of materals peseesry for Independent
%%‘;tn}ffalvggi]—ts}i{aliigf gﬁgc%?m Secord for alleged criminal activity in connection
it ir i r aﬁ. i 4 + . 0 -
m%htgghzoggmﬁ?;érﬁa&mﬁigsei&e probklsem .pq:edl_})y the,CO hxﬁg;; slla‘isllfcgg&rz
iven the i fithi ; North.notebooks, White House ( \.B. Culb
%?&%’?ﬁamﬁt: %ﬂh%tgl%{h;ﬁsgh gohs{i,_defed the Notehooks the property of the federal

i ibject to classification at the highest levels. g
go’;irnﬁ]ﬁoﬁniiitugefﬁairman, Senator Kerry, wrote the V‘}hﬂ:t[a1 9%0%151% to sit:utfdﬂrﬁg
if the Notebooks were s sensitive as the White House contended, they bould not
if t};ﬁ Od to remain in the possession of either North, whose c}‘!ganfm}fiessattomeys
beinated and who remained under inastnent, o i the honds o B sorpers

; O . .
g}fl:or;g?;lrmqtlsbﬁ:ocfgrﬁ‘iigﬁfytgisi?ﬁzz the White House took no steps fo secure the

materials it contended remained federal property.

CoMMITTEE ACTION

“On ] i a for the full
1 mmitiee voted 17-1 to approve a subpoena futl
' %h%&lebzfékg%?ﬁ: 1’?sﬁb‘(i}:o‘z)ena was served on Li. Colonel N Orh}'éocglm Nlit:.ge lﬁé;:%igé
A‘North" attorney, -Brendon V. Sullivan, Jr., appeared béfore as omnittce hearing
No d ?‘ & the u’rpdse -of Teceiving the subpoenaed 'mgtpnalg. uft\;t n I:'asked o
callte i c{; and I:asserted North’s Fifth Amendment- privilege. He -wguld e
ma enfatt to rescind the subpoenaz on the grounds that its Es%ance would jegpard-
oo N rt}‘:’: right to-a fair trial, and that the material regu_estel y;lasad vfc ond the ju-
ﬁdic%ion R ?E}aﬁmz (é%e Coge;:uttee 11;0123811-%1:: %nforcé the _sﬁbpoq-
Oﬁif.:::f gﬁ;i?m%ﬁa{z Iig%% bgt?lst?as',unhhle 1o securé the materials pridr to the eqd' ot;'
the 100th Congress.’ - 7 _ 7

- CasE STﬁﬁY: TH:E‘. Drue-RELATED EwTRIES _ . - hls
e of the extensi ions.in the Notebor t by, Nortk ;

; delections.in the Notebopks made first by ) J
g Ofdtl;}zc%itgl?fg; ﬂﬁe White House, it is difficult to gaugls ir%xgd{i:er éig?é
attarpqy&s anbena]s' Is of the Notebooks the full extent to which the No die OCEs Telata
%aﬁﬁgﬁsﬂaor narcotics trafficking, the a_rrisats Qf{glt: %ﬂgcl%motebg%i: doxf coﬁ% urisdio.

ionn. F incomplete state, cs do cont: _
ﬂgbfso:ve%;gﬁg ?:gdu;utg}:,ﬂ:erh;grhiy;ninand 1?0 the attempts of the Committee itself to

investigate what North was doing in connection with his secret gupport of the Con-

traAsint_mg the eﬁtries in the North Notebooks Which d_jscemably concern Vnartc):;i;s oi
BT s et i e G0
Co"{g;?)i?ﬁélgggaj&?iggcﬁﬁ;i%ﬁAnzgzﬁgﬁmé to:mgv(% Eggn:;%n gifggﬁré tcgm?fgglri
gua—Pablo Escobar-Colombian drug czar—Ir 0@ lof) & = .
cml%‘Ledher;haﬁdgbga%?ﬂng%ﬂl Michel re Nirco Issus—RIG at 109001*3:
i (G350 DEA Mt lot e alked o Yanghr wented 11 t o 1
B . %‘éfﬁ%ﬁ%ﬁ%ﬁﬂgﬁﬁ% Drug Case (Q0400) Call from Johnzt?;;:—
Wﬁiﬁoﬁfﬁ%ﬁ%ﬁ1‘3%5%1%—3%;@_&00 v?:sa:ff%{éulﬁz'(%ggggfge/ Owen lleave
Hﬁ?‘% %%lzu %ﬁ;;ggs‘e;&a(%lggk ,,of(é’ghlgae) House deletéd ‘text follows)—Arturo
&:Tléij ?L—%)eéf]?ﬁ:gn%?ﬁg;a—%ﬁa/Bloc Cotntries—Drugs . . . Pablo Escobar/

Frederic Vaughn (Q0460)
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N%:g g?% 352326 IS):aff queries- re' (White il_siouse deletion) role in DRA operations in

ecember 21, 1984, Call from Clarridee: Ferch (White House deletion)—Tambs-
Costa Rica—Feli¥ Rodricues close to (White House . i : A1
loldo—Bay of PigS.—NglzdliguugS (Q09§2) (White House d-elelnon)fnot; assoc. WIVik

- dJanuary 14, 1585, Rob Owen—dJohn Hul—n0 drug cony ction—Beli ¢
y ,iuly 1% 115)8?9 g%4Mmﬂt 11_'01} iocﬁniance 'carfge]:) from d,rugs (éllnf)e%)mn elieves (Q0977)
August 10,  Mig w/A.C—npame of DEA person in Ne ¢
.M‘%‘:ig/,DC-Bz(,rQlMg) 4 :I ame , persp_nl 51 Nevr.f Orléans re Bust on
ebrudry 27, 1986. Mtg w/Lew Tambs—DEA Auction A/C seized -
ners.—$250-260K fee Q202D 1 T renon A/ seized as drug run
- Numergus other entries contain references to individuals or events which Sub-
,g{gﬁttqe sgaff_' hsi\)s getiminedbhavi relevance go narciotics, terrorism, or interna-
onal operations, byt whose ambiguities cannot bé resa ved Without th ducti
of the deleted matetials by North and Kis attorpess, - "4 F@ production
Atcordingly, the Subcommittee contiries to believe that the production of the de-
leted material tonld Shed impoytant Light on a number of issues in connéction with
;,for_elgp policy, law enforcement. and narcotics and tervérism. The Chai £
Subcommittee will urge that further steps be taken fo secure the original North
notebooks in anh'uncensored form. * .

ALLEGATIONS OF iNTEmENcE WITH THE COMMITTEE INVESTIGATION

- “The- current Subcommittee investigation’ gréw out of a probe conducted in the
spring of 1986 by Senaté staff of the Subcommiittee chairman; Senator John Kerry.
This investigation moved to the. fiull Foreign Relations Committee following an Exec-
utive Session of the Committee dune 26, 1936, - ) : :
" The Kerry probe explored a variety of charges from a variety of sources that the
contras and their supply operations had engaged, in weapons smuggling, narcotics
“trafficking; misappropriations «of funds, and related offenses. The probe also ex-
plored allegations that the NSC and Lt. Col. Oliver North were managing Contra
military -operations and supplies ‘diiring the period when such activity was pro-
scribed by the Boland Amendment. . ‘ S
‘Among the specific ‘allegations of criminal activity focused on by Senator Kerry's
office were' charges relating to alleged weapons shipments involving the Civilian
Military Assistence Group snd Cuban Americans in Miami active in suppofting the
‘Contras, including a number of persons who have sinee:been indicted on Neutrality
‘Act, weapons charges, or¥ marcotics charges: = . - . .l ’
Beginning in April, 1986; Senator ‘Kerry songht for eight months to eonvene
public.hearings regarding these allegations. No such hearings took place, in part be-
cause material provided to the Committee by the Justice Department and distribug-
ed to.members following an Executive Session June 26, 1986 wrongly suggested that
the allegations that had beenmade were false. - - :
.On October 5,-1986, the Subcommittee received sworn testimony from an Assist-
ant U8, Attorney that officials in the Justice Départment sought to undermine the
attempts by Senator Kerry to have hearings held on the allegations. The Subcom-
mittee also learned that confidential transeripts of Committee pre ce)edings had been
provided to the Justice Department without authorization, and pliaced in the files of
the then US. Attorney for the Southern District of Florida, Leon Kellner, who was
responsible for prosecuting: the Miarni N eutrality Act cases. :
AUSA Jeffrey Feldman, who prosecuted the Neutrality Act cases in Miami relat-
ed to the Committee’s investigation, testified under ath that on November 18, 1987,
e met with Tom Marum, assis ' i ivisi

Lugar to hold hearings on the case could be undermined,” (Feldman MemCon of No-
vember 18, 1987, time-stamped 10:47 am at the Criminal Division of Justice, subpoe-

“naed by Committee; Feldman Testimony, October 5, 1988, p. 24)

Feldman testified before the Subcommittee that as a result of Marum’s state-
ments, he: : '

‘Became coneerned because I felt that perhaps the reason that my investi-
gation was delayed was because I was looking at the identical allegations
that you [the Senate Foreign Relations Commitiee] was looking at. It made
sense that if the Department didn't support your investigation, then they
‘wouldn't support my investigation. I became concerned that my investiga-
tion . . . could . . . have heen quashed because had they gone forward with
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it, it would have lent credibility o the allegations that you wanted to ex-
plore. (Subcommittee Testimony of Feldman, p. 29) : -
Feldman testified that following his meeting with Marum and Martin, he re-
turned-to Miami and reviewed documents given to him by Leon Kellner, the former
US Attorney for the Southern. District of ‘Florida. Feldman testified that in review-
ing these files he found & transCript of an Execotive Session of the Senate Foreign
Relations Commitieé, documents from the Committee investigation, and memoranda
between Deputy Assistant Aitérney General Kenneth Bergquist and Comimnitige
staff on coordinating efforts “to basically show that what you [Kerry] were Saying
wasn't necessarily correct.” (Subcommittee Testimony of Feldman, p. 29) o
Feldman testified that he has a number of questions regarding the information he
found in the files provided hinr by US Attorney Eellner. “If [ihe Justice Depart-
ment] opposed your investigation, did Mr, Eellner know about it, and if he did kngw.
about it; did he let that factor infhienice hig decision in' delaying my investigation?

- . Was my memo revised for disinformstion purposes? Was it revised so that it -

could be used against you? In other words, if going to the Grand Jury would lend
credibility to the {Senate] investigation, the opposite decision would take away from
it, and if you had a memo t6 that effect, it ‘wonld detract from the allegations that
you were trying to encourage the Senate to explore.” (Ebid., pp. 45-46) - _
Feldman testified that he had recently learned that his memo, classified “sensi-
tive,” had been leaked to the Senate Foreign Relations Committee. He testified-that
he had recently reviewed a June 26, 1986 memorandum prepared by Committee
staff in connection with reviewing the Kerry allegations. Upon reviewing that Com-
mittee memo, Feldman determined that it incorporated information. from Feldman’s
memo to Kellrer, including some material which was “verbatim.” (Ihid:, p.-48)

Feldman testified that his memorandum had a “sensitive’” classification on it whd -

was prepared because Kellner agked Feldman to produce it, not for the purpose of
going to a Grand Jury. (Ibid,; p. 51). . - S -
Feldman testified that he would not draw conclusions as' to the meaning of the
documents he-found, but that the documents Kellner had given him, taken together
with Marum’s statements, had aroused “questions in my own mind again about why
the memo was changed.” (Ibid., pp. 57-53) .
. Previougly, Feldman had testified before the Iran/Contra Committees that a
memorandum he wrote recommending that-the cases he was investigating be taken
to a grand jury had been rewritten without his knowledge in late May, 1086. Feld:
man testified that. the recommendation had been changed to suggest that & grand

Jjury would be merely a “fishing expedition.” Refore the Subcommittee, Feldman tes--

tified that the statements made by Maruri could create an inference that the deci-

sion not to move to a grand jury had be_en taken in order to slow down the Foreign ,

Relations Committee inquiry. s . .

In testimony under cath, Marum denied having told Feldman that there had been
an agreement to undermine the Commitiee’s investigation into the allegations con~
cerning the Contras, Marum also denied that he had ever participated in discussions
fo undermine or block Senator.Rerry’s attempts to hold: Congressional hearings.
Marum said it was true that the Justice Department and the other participants in
the meeting were opposed to such hearings taking. place. (Subcommittee Deposition
of Thomas E. Marum, October 25, 1988, p. 56) -

Marnm testified that he was “totally unaware of anything that could even be con- -

strued as an unethical attempt to mislead the Committes,” Marum: added that he
did “recognize that the Department saw no need to have hearings about a-matter
which we were handling.” (Ihid., p. 75) : 3 : .

On November 7, 1988, Assistant Attorney Genefal Mark' Richard testified that
Feldman was “wrong” about there being any meeting’attended by Richard in which
there was any attempt to undermine Senator Kerry’s attempts to have heavings.
(Bubcommittee Deposition of Richard, p. 87) Richard said he was aware.of a meeting
which had taken place May 2, 1986 regarding the Kerry allegations which he-did
“not attend, and a second meeting on October 15, 1986, which he did attend, Richard

testified that the latter meeting, attended by 20 to 25 people, went down the list of -

ouistanding items requested by the Committee to inventory and- respond.to then.
(Ibid., pp. 38-40) Richard recalled that the DEA did not want to provide any of the
information the Committee had requested. (Thid., p. 89) Richard emphasized that his

concern was to respond to the Committee’s requests, not to-block them {Ibid., pp. 99~

160) : )
Richard recalled seeing the transcript of the Foreign Relations Committes Execu-

tive Session: of June 26, 1986, but could not recall where or from whom he obtained
it. (Ibid., pp. 52) 4

T
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_ Richard testified that he was “sware of nothing' that T would acteti i
sinister effort to frustrate” the Committee, {Ibid, plgl 1) _;I Lul charagtg;_:nze a8
Former Miami US Attorney Leon Kellner testified before the Subcommitise that
he did-not recall seeing most of the docurnentsrwhich. Feldnisn testified he had been
given as a file-by Kellner. Kellner stated that he did.reeall breviously reading the
transeript of the June 26, 1986 closed session, of. the Committee which discussed alle-
gations concerning- trafficking, weapons violations, corruption and related
charges concerning the Contras, but he did not know how he got the mateiial (Sub-
_committee Deposition of Leon B, Kellner, November 8, 1988 pp 10-11). Rellner testi-
. fied that he talked to Justice Dppa:rtment ‘spokesman Pat Korten in May of 1986
after quten told The New Yor:k Timeg that the allegations concerning the Miami

. Neutrality Act cases had beén investigated and found not to be true. {bid.; pp. 29—

cover-up. These documents, including memoranda between Trott and Bergquist, fur-
ther show that the Justice Department closely monitored press accounts tfgfqthl_g ’C‘ox;—

mittee’s interest in the allegations conceriing the Contras. The memoranda, togeth-

K?;: Bergql:ift, gf%pge?ilhir .1%8. 1987, p. 17) ’

e T EQUISt testited that the Office of Legislative Affairs of the Justice Dep:

was provided by July, 1986 with a copy of the “Feldwman memg” regardingp?vﬁggﬁglt-
to take the Miami cases to-a Grand Jury. He testified he might also, have seen it
earlier “when Leon Kellver canmie by.” (Bergauist Deposition, p- 59) Bergquist testi-
fied that the Feldman memo was the only material he was provided from the jnves.
tigative files of the Miami Investigation, and that he regeived it from John' Bolton

i 2) ’

The testimony before the.Suhcomm.lttee by these witnesses and the d
prg;:tsdeg the Su]icl:lommitger(iea?sé the Juitliceth Department conflict in ma;yogs%%efgzls
areas., However, the ma oes enable b i y -
ons e over, Fappmater € Subcommittes to reach some conelu

It is clear that: T ’

-p.m\nded to the Justice Department and to the U.s. Attorneg,responsible for de-
er by the Committee

2. Confidential law enforcement information from the Miami i igati
was selr_eci_i'@ely‘ made available fo the Committee while the M]% ;;gz:gggzgg
ding, at a time ‘when the Jﬁgtice'])epé.:l;mel;t was taking th inl
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- +4. The Justjce Department did not provide information to the Comimittee that
would have corroborated the allégations ‘eing Jnvestigated by the Comnmittee,
. although thé FBI possésied suell informiation: In-light of the information pos-
. sesged by.the FBI, the-information that-was provided'to the Committee by Jus-
~ice Departinent officials was riisleading. Statements made to'the press by Jus-
: fice Depattment officials regarding the allegations were glsp-;n@le.admgi -
The ‘conflicting testimony urider oath raises serious questions dobut'the actions of
Justice Department officials-which this Committée gi'_aﬁnfoﬁ ‘answer: LR
: ¢ 1. Did the US: Attorney’s Office’in Miami ‘decide not to ‘tonvene a grand jury
: on allegations of gunrunning and Neutrality Aet violations jn Ma_y, :1798:{5; be-
%4 canse of concerns that the tonvening of a grand Juljy__mwould increase ,:t‘he‘ proba-
" bility of an investigation inj:b these allegations by-thé :E'Ol‘f?lg?n Relatlpx_lg Coro-
- mittee? SO .
' m,]ét.t Did Justice"Department officials'seek to interfere with the Comuiittee in-
vestigation, becatise the investigation might damage the Adm:lmstratlgn s goal

“of-supporting the Contras? ) . e
-helétécill)gué;?i%ns, are raised by entries in the personal notebooks of Ohve;r North
¥hich ‘appear to concern the Commitice and Kerry probes. . <
" The declassified North notebook entries inclide references to the Kerry ahd For-
eign Kelations Committee investigations and: investigators on April 18, 1986; Apri]
22, 1986; May 1, 1986; May 18, 1986; Julie 2, 1086; Jung 17, 1986; October 15, 1986,
" November 19, 1986; Novemper 21, 1986 - - T
'The entries show that North was provided with information regdrding Senator
Kerry's attémpts to have hearinéz in t:le spring and fall of 1886, at atime when the
i jtion was Committee confidential. =~ . .. . ) L I
‘lgf‘i?hr?afg?rréh' notebook entries raise the further guestion of whether North and
others working with North took steps to interfere with the Committee investigation.
In August, North’s codrier, Robert Owen, was asked by John Hull fo fransmit
copies of falsified affidavits charging the.Kerry staff with bribing witnesses to both
" the US Atforney’s Office in Miami and to the Senaté Ethics Commitiee. The US
. Attorney theén provided a copy of thesé affidavits to the Juitice Department in
Washington. Shortly theré.ea:fter, these falsg-chgrgesaagamsgi K;n’y staff appeared in
ntg, while the Committee. investigation was pending. .. ] R
: pre?k%ﬁ%;gher, thége facts raise the question of whether North, Owen, and Jus-
‘tice Department officialé may have sought to_ discredit g;he, Kerry invegtigation be-
“cause of concerns that it might harm the Adiministration’s .efforts to.support. the
ontras., . - N i Ce R S
C'-The ‘Subcommittee views the allegations—that high ranking officials, including of-
ficials in the Justice Department, may have acted in concert to obstruct the Com-
-mittee investigation—to- be .qujte serious. When high ranking pfﬁg;glss deliberately
" provide false or misleading information to Congressional investigation, the result is
. that the Congress cannot carry out i:sh c(la{nstltutl_onally mandated responsibilities,
our gystem of government is put at risk. . S
an’i‘lhe‘ il:oiﬁﬂaswing ch%ondlogy details a pumber of everits and factg relevant to an§ fur-
ther investigation of these matters. . .o :

CHRONOLOGY -

/May 4, 1983.—Ramon Milian Rodriguez, a self-professéd money laninderer for the’

in cocaine cartel, is arrested by DEA agents while attempting to lggve Fori
'LMa?lfdeéEélal:'éboﬁrd ‘his personal jet with $5 _million in: his personal jet. Prior :to his
“arrest on mpney laundering ¢harges, for which he.wis later convicted; he told feder-
al agents. that “the money was all the proceeds of nareotics transactions,” and he
provided a ligg of narcotics trafﬁckers._‘.&,whos_,e_ tazes h_e pr_epa_rec_l. -Among those he
named were “Liis Rodriguez.”” Records of Milian Rodriguez seized by federal agents
when he was arrested May 6, 1983 included numerous rgefergnqes to the services he
provided “Liiis, Rodriguez,” and showed Luis Rodriguez a.d(’.’}ress to be 535 SW 98th
Placé in Miami, the corporate address for “Qcean Hunter,” a seafood import busi-
.ness. (Trial documents, U.S.+0. Rodrigues, 8D Florida 1983y .~ - C
.~ May 21, 1983.—While investigating the hombing of the Continental Bank.in
Miami, Miami police -detectives receive allegatigné regarding Contra operations in
Costa Rica being supported by narcofics funds involving a company called “Ocean

Hunter,”. which is traced to Luis Rodriguez, & Miami based Cuban American; who -

nam drug trafficker-earlier that month by his indicted accountant,
m;e%ﬁﬁan%gﬂe address for the company Was-535.SW 981;h Str.ee_t, the
same address ghown in the records seized by -the government in its prosecution of

=T ol
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Ramon Milian Rodriguez, {On September. 26, 1984, this material is approved to FRBI
Intelligence SA George Kiszyriski and recorded.in an FRL302). o

March 2, 1984 and April 18, 1984.—Luis Rodriguez is interviewed by IRS agénts
regarding Ocean Hunter, drug trafficking and money laundering and takes the
Fifth Amendment.on almost every question. (Documents on file in U.S v. Rodri-
guez, ND of Florida, 1988) - c e N

June 26, 1984.—North notebook entry reads: “Call from Owen—dJohn Hull—pro-
tection . i - Johr now has “private army of 75-100”—Cubans involved in drug—up:
to-100 more Cubans expected. (Redaction) (Tran/Contra Q344) . :

July 20, 1984.—North notehook entry reads: “Call from Clarridge: Alfredo Cesar
re drugs—Borge—Owen leave Hull alone. (Iran/Contra 426) I

July. 23, 1984.—0liver North notebook. entry reads: “Call from Rob Owen—call
from Johr Hull . - . Pastora convinced that Hull Has “sold out.” Qo432. .

September 1, 1984.—Two Americans die in the downing of a helicopter by Nicara-
gua. The two Américins are members, of Civiian Military Assistance Group
(“CMA™). The helicopter was equipped with rocket pods and an M/@0 machine gun.
The attack is part of ‘a:Contra assault on a Nicaragnan base at Santa Clara, Follow-
ing the downing, members of CMA meet with a representative of the 1S Embassy
in Honduras, who “instructed them in a cover story,” directing thern to -say they
were not involved in combat, but on & humanitarian mission, because the true story
gwe;’s?-'“not in the interests of the United States” (FBI 802 of Thomas V. Posey, 8/6/

October-12, 1984.—Tle Boland Amendment is signed in\to law, prohibiting “divect
or indirect” support by the United States for the Contras, * ‘

October 25, 1984, —FBI SA George Kiszynski interviews Rafael Torres Jimenez,
who statés that he has been working with Contra leader Eden Pastora in Costa Rica
to fight the Sandinistas, as part of a group of Miami Cubans including Frank Castro
and Rene Corbo, who éstablished a military camp in Costa Rica. Jimenez states that
some of the Cuban Americans had obtained weapons and explosives in Florida for
foreign operations: (FBI'302 of 12/17/84) -+ . :

November 29, 1984.—FBI SA George Kisyznski interviews doseph Marcos in con-
nection with the Continental Bank bombing investigation: Marcos advises him that
a group of Cuban Americans have established a militdry camp in Naples, Florida,
and that Mariel Boat Cubans (“Mafielitos”) and Contras were being trained in the
camp before going tb-Costd Rica to receive additional military training and-to par-
ticipate in military operations against the Sandi istas. (FBI 802 of 12/17/84) ]

December 12, 1984.—Frank Camper, who operates a mercenary training school in
Dolomite,” Alabama, ‘reports to-the FBI that there are approximately “oné dozen
U.S. citizen volunteers and fifty or more FDN trainees training for deep penetration
Yaids into Nicarargua,” and that thé dperafion -involves Posey and members of
CMA, along with a “Colonel Flaco™ (Camper Document, subpoenaed by Subconimit-
tee) - ’ ) & ; ‘ o
‘Mid:-December 84.—Meeting at Adolpho Calero homie in Miami to discuss South-

ern Front operations of Contras, The attendees discussed what CMA could do on fhe
Southern Frofit with Hul] as thé coordinator. Attendees: Adolpho Calero, John Hull,
Robert Owen, Phillipe Vidal Santiago “Morgan,” Enrique Bermudez, Joe Adams
“Tiradon,” Jack Terrell “Flaco,” Lanny Duyck “Doc Zorro,” Aristide Sanchez,
Donald Lacey, and Frank Chanes. (Subcommittee ]%a,positions'_of Terréll and Adams,
Iran/Contra Depoéition of Robert Owen, Appendixz B, Val. 20, pp. 799-800) .

January 14, 1985.—North notebook erntry: “Rob Owen; John Hull=no drug con-
nection—believes,” (Iran/Contra, North Notebook Q0977) =
- January 24, 1985.—Rene Corvo tells FBI SA George Kiszynski that he is the mili-
‘tary leader of a Contra training camp in Naples, Florida, working with Franeisco
Chanes and Moisés Nunez, together with “John Hall” [sic] who is assisting the Con-
tras from his Costa Rican ranch. (FBI 802, March 1, 1985}

February 15, 1985.—Frank Castro, 2 Cuban American who had previously Been
convicted en marijuana importation charges in connection with a spinoff of the
DEA “Grouper Case,” tells FBI SA George Kiszynski that he is backing actions
against Communist targets outside of the United. States. and has béen providing
Rene Corve's military camp with military gear, Castrol tells Kiszynski about the in-
volvement in the Conira war of “John Hall” {sic] who has large holdings of farm
lands in Costa Rica. (FBI 302 8/8/85) . - - .

February, 1985.—Life Magazine identifies Bruce Jones as “a CIA man in Nicara-
gua,” and describes his 55-acre citrus farm in the jungles of horthern Costa Rica, 30
miles from the Nicarﬁ%.n—border, a farm which is-actually econtrolled by John
Hull: (February 1985 ) - : “‘
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Febriar “MA leader Tom Posey is avrested in Miami on weapons:
cha.rTebman{ielf Séefe%té Jlgfusm&}arcia, a booking officer;-who ro‘fi:e;s to tyvﬁqg}; dx:lagl
Pds’:e?re?;i v'qi'ovi'ding assistance to the Contras. (Iran/Contra l?eposmo_n :o ! "
A%?@ym o> }‘3%15 l—olkg-é{cz)%vard Johnson’s Motor Lodge it Miami, grém%:hof Alnﬂl‘e,gﬁzﬁ

e ot associated with CMA are introduced to Rene Corbo an fr _eg's invalved
gegfgx:;x_ ‘American operation in support Sotfa Contras a;;gr gléssc}xtgsg%ogo ; éo m o
tivities in Central America. Mercenary v_ep_Carr{ zx agroes 1 g0 to-Costa Rich 1

i . (See Tran/Contra Deposition -of Uwen, Appen , -
1‘713'.51) I%mn?y gota?frﬁtérfi%w g?*Stéphen Carr in La Feforma Prfso:n, SBaxn oJ o§?, C?fta
Riga, March . 1980 faxch, oes to Costa Rica at the request .of .
uca, ! ~—-Early March, 1985.—0Owen goes to (osta hl e reque _
Cotone North o cominste mécipg of Contey geoups, e 1 ccomponied by gk
7 of International Business C ur 2 of t
i Doposin of Oven, Appendix B V0L 30 B8, 55 50, i 1
va?f %flflhois h;ﬁ?%ar;s??moggnd medicine atlgoar_g gézﬁggrﬁﬁﬁézat E’;E}olrrflgasalﬁédgfl&?gé)
Arpo I : g o X ! ]
gl o O s pchranc_mco i Eillff t 20mm cannoh with. 150 ydunds, a
— , Carr picks 1ip 00 ! ounds,
boﬁcgﬂeéigs'gﬁtommahmc%eé-and a box of M-16s, two 6013:1 fl;l;mmrtars un;alt;gn 8(2; i,l('l!?
wtar rounds, and 250 caliber machine gun with 250 roun alo/H amunition, Carr,
Cor EaITh muson and Carr aboard flight from Ft. Lauderdale/Holiyw od air b_w,'r
qulft’ is gn.pMeﬁca.nAFlyers, a Ft. Lauderdale:air ‘harbecflbcogzpaglh%‘ f{;%%‘é,and
Do 1 Vazquesz III, twice convicted of running guns io C aNm o 1950 and
]1)9)&63%]1 . Planf'i-1 flies in ”t,o.-ﬂdpango, military airfield in El S,alvatigr. to_cuast torus checks.
tsi'ial is offloaded. Tncludes 14" long 20 mm cannon, AK- daufp;; c rifles, etc,
Yater apons were collected: from the residences of Co::’bo.an ob “%1 Chanes of
E‘hese W]?Itfnter ” the partner of Luis Rodriguez (FBI 302's of Cor oi ap] fng oo

e oauod by FBL in T18. v. Corbo, ef. al, SD Florida 1988, including faise Cus-
foms dp laration, cargo manifest, and records-of Florida Alrcrafbb QaS}fl;gﬁ rp.) o
o eﬁ 9, 1985, —Hull pays to fly British mercenary Peter Glibbery ]§ Mi'mﬁoﬁiof
Colts/[t?cl?.icé in ‘éupport of Contra mﬂlt%ry activities, (Iran/Contra Depos >

ix. 20,p.790 . B o

Robert ﬂ%gkﬁsﬂhd%ﬁﬁg%ﬁ%ephés_a friend at the National Sec%ﬁ:y CQ‘,‘?&&

lll\{larcts $10,000 a month iy, Miami bank account for him. I‘I}lﬂ alsh?is ? _re.n(_larrd T and
gli%b%:'y around March 17:or 18th thgt,ht(-i:nléagjioﬁn d?‘u?]i:lr aé%?kmg ; ;1!1 nd at the

- c im the FBI was investigat . T Jtra g _that,

gqscf }}t%:'o égdh;?kes%ell ‘me if you are so we can do. sonéesthlﬂ)gs 50 Wélgex‘;roy Staff
interyi w .of Peter Glibbery, March 9, 1986 and May 26, 9% 'I:ran-/CnﬁImontras
mt&agg};a ;:ndnth came fron Coptra funds maintained by Adolfo 7_erﬂ:é JragsCoptra
It s B B Tl e e e s S A
%‘%%egsg;;lti%ing [I'Illslll)]n;'g:graggmtlrifﬁcﬁg.” {Tran/Contra Deposition of Owen, Ap-
endix 21) e
pepdiz B, Yel 5 885 —Small plané lands at Hull's airstrip with an’ ARDE pilot,

M?Mh za(.]r: rd%%igg boxes, US Armi iy manuals written in Sg‘)ia%lsh ff:rrghgpggﬁ%
In plane ‘hool. Pilot was to bring supplies north, but had lanDe cin: rong feld.
Fﬁﬁesbs:en Disvies and Glibbery and ARDE pilot fly in the ARDE lgi?leis g Hulls
" the wrong.strip, 50 miles away, and find the plane. In the pl ¢ s & B0cal
Fromaing. Do o s ond b aerisle S o1 fog sent gt o
strip. (Iran/Contra Deposition of Ro oxt Owen, ADpendog ana o
alsAopﬁrzrz ngfésﬂégev&ﬁifggragg thig;dﬂherl’me;cetfn;’?f g:e aiadrrgitelgicl:{:: ggit‘:

Apri 25, - trolled by John Hull ollowing an April 9 raid on N gua:

Rélpa Iggnglgfrfgrtg lgggbs?ﬁon of Currier, Appendixz B, Vol. 8, p%. é99 : t:igo;ﬂ hive been

e il 26, 1985 —The State Department confirms that two U.S. e §‘ have been

oF d by Costa Rican police. Diane Dillard, State Depmgen?aﬂpo'destha‘ﬁthe

arr_estef Cy ular Affairs, states “all we know is that they are in jall an hat the
ofﬁczlo %lger from the embassy is visiting them,” Dillard cites 13}'}‘1?55 ;jepom Lhat

%-101;‘151 dzrni(()ed the men ‘were on his p'ropérty, and suggests tha“f II-'1111.11216 131§ng ave

his farm fn, the wrone hei'g'%l;gijhoﬁ."ﬁ gn vﬁih%fﬁférgﬁn tI:) conc’lude purchase of

June 7, 1382_;;3?3%%23 for eCol?x.ltras, after telephone calls invqlvi.ng 7Gene1;a_&1 Sl?fé

We"-‘npo“ifn was providing the weapons, and L. Col. North, {célég was QI??-I??:G) gl

i)au has 5 }mnm@g?q' i cglly“? f f&?ﬁg ?:g;:flg?gﬁii’ at La Iﬁ%forma- Prigon in

Co‘];illayftsfcggsi%z:%lg Ybrkaﬂ'gimzs and MiI:zmi Hergld report.that two mercenaries
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claim to have flown out of Ft. Lauderdale: March 6 on flight loaded with weapons

for the Contras. The mercenaries, Steven Carr and Peter Glibbery, name John Hull

as the chief liaison to the Contras in Costa Rica. (July 8, 1985 New York Times; July

21,-1985 Miami Herald) - .

July 28, 1985.—FBI Agent Currier initiates Neutrality Act investigation on basis
of reading July 21,1985 article in Miami. Herald quoting Carr and Glibbery’s state-
ments about supporting the Contras from South Florida. (Iran/Contra Deposition of
Currier, Appendix B, Vol. 8, pp. 198-199) .- -

--August 8, 1985.—New York Times reports on front page that contras are getting

adviee from White House on .operations and that NSC nides were helping contras

raise mioniey from private sources. It describes the contras as “the aceount” of an
unnamed “military officer” in the NSC. New York Times)

- Auvgust 9, 1985.—Following meeting with Robert Owen, North notebook entry

reads: DC-6-which is being used for run out-of New Orleans is probably being used

for drug runs-iito U.S, (North Doc # 36336) -

Angust 10, 1985 —North notebook entry reads: “Southern Front . . . John Hull to
arrange for [redacted] training.” (Iran/Contra Appendix A, p. 874) Later entry for
that date réads: “Mig: w. A.C.—Name of DEA person in New Orleans re bust on
Mario DC-6.” (fran/Contra Appendix A'p. 376) @ = -

August 15, 1985..~Garcia is arrested on machine gun charges. He tells ATF ar-
resting officers that MAC-10 and silencer ‘were.intended to be shipped to Honduras
for the Nicaraguan contras and he was part-of a paramilitary group that was going
to attack the Embassy in Managua, Nicaragua. He also states that he was a close
friend of Tom Posey, the head of CMA, and that ﬁarcia had given firearms and am-
munition to'Posey in the past to be shipped to the contras and Américans in Cen-
tral America. (Statement of Dennis Hamburger, ATF arresting officer, August 27,
1985, in- ULS. vi Garely; SD Florida, 1985). = s

August 25, 1985.—The New York Times reports that John Hull is reportedly help-
ing Contras and is acting as the ¥DN contact in Costa Rica. (August 25, 1986 New
York Times, “New Anti-Sandinista Unit Forming on South Border,”" p. 3) :

October 11, 1985.-~Financial Tirmes of London publishes interviews with Carr and
Glibhery in which they claim ‘that Hull said he was receiving $10,000 per month
from the National Security Council. (Firineicl Ti3 s, “‘Soldiers Fail to Find Their
Fortune, p. 5)- - : : ) d : oo : : -

December 20, 1985.—AP states “Reports Link Nicaraguan Rebels to Cocaine Traf-
ficking,” describing case of Sebastian Gonzalez and alleged involvement of Eden
Pastora ih using drug money to buy/supplies. (AP, Nexis) i

January 7, 1986.—~The Miami U.S. Attorney’s Office begids to investigate the
cases after Garcia was intérviewed by FBI at MCG in Miami, alleging a plot hatched
in 1985 in Miami to assassinate U.S. Ambassador Tambs and to pick up a reward
from Colombia Medellin® carte! member - Jorge Ochoa: In the interview, Garcia
placed Toim Posey of Civilian Military Assistance (CMA), Stephen Carr, Peter GHb-
hery, Sam Hall and Bruce Jones in the plot. The FBI “had very very good informa-
tion of what aétiially had occurred regarding gun running [already] The truth ve.
garding the flight and other flights, extremely good information. We were aware ‘of
Miami Cubans involved il gun running, weapons, ammunition, several occasiong
from Miami- t6 Central America, the people involved, where the guns had been
storéd; how thé money was raised.” {Iran/Contra, Deposition of Currier, Appéndix
B, Vol.'§, pp. 205-206) = - s
: danuary 9, 1986.—The State Department beging making payments from the U.S,
Treasury to Frigorificos de -Puntarenas, a money-laundering and drug smuggling op-
eration controlled by Cubah Americans working on Contra supply efforts with Rene
Corbo, on behalf of the Contras, from funds appropriated for humanitarian assist-
ance by.the Congress. The payments-continue in inétallments te April 20, 1986, to-
talling $261,932. {(GAQ Analysis of NHAO Payments; FBf Memorandum of Inter-
wew in Re: Luis Rodriguez, April 3, 1987 with Carlos Soto, from U.S. v. Rodriguez;
FBI 802’s of George Kiszynski produced in [7.8 v. Corbo.)

Januvary 14, 1986.—Gaxcia is pelygraphed. The first FBI agent reviewing the poly-
graph determines that Garcia had passed. A second review in Washington concludes
that Garcia’s answers were inconclusive on the existence of plot, and false on Tom
Posey’s invelvement. (fran/Contra Deposition of Mark Richard pp. 78-79, Currier,
Vol. 8, pp. 205-206) . a i

January 22; 1986.-~-AUSA Jeffrey Feldman’s notes on Gareiz allegations includg(
Rene Corbo and John Hull. (Feldman, 20) Between that date and mid-March, thé
FBI eontinued its investigation: The FBI agents involved, Kevin Currier and George
Kiszynski, discussed impaneling a grand jury as early as February. The name of
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iver North comes up in FBI Miami Cerbo/Garcia mvestxgat;o;} in :
(OI‘.ll'lav:}. Cbn?tra chpositioh of Currier, Appendix B Vol. §, pp. 21*17212) 11z rrivate
February 7, 1886, —Sendtor Kerry learns of Gareia's allegations regarding _pszti
assistance efforts on behalf of the Contras Iy O s Gaseis ot Mottopoitan
iolations.” j asks his o meel- with ' Jesus Garcl ‘
vcfi?gzﬁﬁg%ggr%gm. Garcia suggests l‘Sena:fie ‘staff interview Carr a:;qd (“ihb-
B et & o e {estifies b Sul; ittee on Western
. —GAQ's Frank Conahan testifies before Subcommittee on Weste
Hé\gnai?s;%g:elgsi‘?‘airs of I-?Eouse that §7.1 million tosf f];umg;ﬂ;ﬁ?r? éagc% ‘;d;stgr;l;u;c{eldpp}i{
NHAQ containg no audit-trail showing paymern ﬁ?m.-- oxokers’ accounts to suppli
ers,-and onlyrpartial decurmentation ofshlpmc_ell;lps Opi?te A t';ev é)ali o e i
ance forces. Records subpoenaed by House Su com_xtn};: toe reveal payments by ihe
i j : gnatories on the,b:
State Department to Frigorificos de _Punterenasé K&l h the signatorics on He oy
account being Luis Rodriguez, Frank Chanes, and Moises | ; Chane Nunez
i i tive reports for their involvemen
have previously been cited in FBI investiga i wwolvement with
i : Chanes-has been named as & narcotics €
E%g %‘%’i?ﬁﬁucﬁnﬁﬁﬁ%ﬁ;ﬂﬁg’s %een named. as a narcotics trafficker and :prexgous:
v taken the Fifth Amendment in response to questions by the IRS. (NHétzO ¢ %?11311
nj:;.ents and GAQ analysis of bank records subpoenaed by House \Su}_acomxéu e_eR, FEL
202 of George Kiszynski, September 24, 1984; IRS interview on file in U.S. v, Rodri
guez, i 88) - . . ] . .
M:;.rbéll:x) gl g?ggilsgen;tor Kerry's staff interview Carr and Glibbery at La Refoﬁr];na
rigon in Costa Rica. At that meeting, Carr-‘and Glibbery repeat allegatigns they
ﬂ:ﬁ made in the past to the press regarding the presence of explosives and mn;eist%n
Hull farm, and the connections betweexh?lo(r)th’&couner Robert Owen, Hull, and. the
- y Y ort‘to e Lon as-- Ceme va 7.." R
Cuﬁﬁc‘ﬁmi%n 1986P2szlsgilsntgéf1§p]girector Ofﬁ FBI Ohg?&i B. llégﬁ]érath;vgls eseaxgzm_an
nt inqui iami ta Rican an ami. cage, agking
urgent inquiry-to FBI Miami about Costa R C B M e i o
for a summary of the Corbo investigation “expeditiousiy. 2 g LHM " or
5 orandum is sént in March. to Rc—*qull from Cun'_le; an ynski
i‘eeztggng:a&nﬁ%ﬁlgﬁ’asnrequest: It mentions Owen’'s name, as well K?? Hull 'ﬁg fﬁ;ﬁ
Hull as among the targets of the grand jury:that Currier and ] Szynzsluz_g) re then
anticipating. (Tran/Contra Deposition of Currier, Appendix B, Vol. § le o add-
tion to Revell, the original LHM wa;agﬁnt to US Atforney’s Office in N ami, to Cus-
mﬁsulghy{ia%ggiAsmgtaﬁ AG%\-Iark Rich?lf:& c;a_Jl{s Bélldanl:utUg gt;torx}eytlgil}{gﬂ)
“him abe involving. allegations of an alleged plot to assassinate the Am-
ﬁsaﬁsgé?rﬁoégs%;aéfc;n a‘gdvg}%ariéty of other allegations, ipcluding bslfwugg., up em-
bassies. (lran/Contra Deposition, of Kellngr, Appendix B, Vol. 14 p. 1031). ~ Gorcia's
FEI Agent Kevin Currier and Miami public defender John Mattes,_Marilﬁ :
lawyer, meet with Feldman, Feldman brings Custor’s declaration forms on March 6
teht and hotel bills confirming Garcia's claim that Carr and Tho;npso‘x‘ld_wgrq at
%Ilgward Johnéon's hotel in thM:em Kgllnér;ap;_ueaéggfgt Bﬁ%:ea:e%%’* ‘%h%iidmﬁsag_
body know ahything about these mercenaries mdf sta Rica?” 1 s Feldman’s Inv
. f 2 phone call from-Jus
pression that he asked this as.a conSequence of e e
Y 3 iterest, Feldman decidés the case was more important .1
riiiligﬁgl-f :llxlclv'leghst.n%{eﬂier arid Feldman agree that Feldman will go'to. G‘Ic;siyaig;cg
Eo ehéck the case out. Jran/Contra Deposition of Feldman, Appendix B, ¥ %Ib 18 P
55) Faldman tells Mattes that he hopes to impanel & grand jury on.case. {hid., p:
un. b . Currier, Kéllner states he had beer on the phone with
) i , Eellnér states he had beer on the phone wit
hA}fc:;&nrgzgt%ngIalﬁg i?ln%hé U.S?rDeﬁai:mneﬁf‘of Justice regarding Garcia’and the
rﬁgrceilaries \ncarcerated in La Reforma prison in Costa Rica. (fran/Contra Deposi-
ion of Currier, ndix’ ol. 8 p. 218). | . : .
nol\%géh 17 efé&?a%gllliff };ocall’elzi by Mark Richard of Justice, to request 2 coii
tinuance in Gareia’s sentencing h?ﬁ%:iﬁccw?}%‘gelm Fddg:g,f O?Ztvgggﬁm Mua:chance u
and 17, it was-a lot of momeéntum building up. dmanA_ les for 2 pptingance 28
ice’ t. (Iran/Contra Deposition of Feldman, Appen : X - 10, p. 66;
%ru;ﬁl/%oiffaq -%?:pds(i{gion of Kellner, Appendix B, Vol. 14, p. 1034).‘ . o bwo : t
March 18, 1986.—The San Francisco F_b(ammesr tartep%‘ts %e rftn% f?i!;: i o V%’oﬂlimrﬁ
“des zine.” ‘The article cites a-State Dep ) 1, :
%aai’kgﬁ v:S ﬁﬂo$f$ that a few cc:lxitczlras m:ght hagee been mvolgegrv?oAv_vg)e
associated with the ARD! group, but could provide IiOV tails. (Exmf]aime Oiiteéa 12)
March 18, 1986.—Feldinan’s notes refer to Daniel Vazquez, a, and
of jssible - atrali : Rene Corbo, Frank Castro; Fran
ther pessible targets of nedtrality probe, include ! ¢ porenks Castro, Pran
iS¢ i i) [Chanes], Philepe (sic) [Felipe] Vidall, Juan Per
m; %léltlé:s(}(]sjlh%:gry. Acclrding to Feldman, George Kiszynski discovers that Corbo

’)
‘.
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and other Cubans might not-only have been. invelved in bombing the Continental
Bank in Miami but also in training people at paramilitary camps and sending them
gg)wn to Costa Rica. (Ivan/Contra Deposition of Feldman, Appendix B, Vol. 10, p.

March 18, 1986 —Feldman draws up list of witnesses which includes the pilot of
the March 6 weapons flight plane, Daniel ‘Vasquez, Martha Foney, Tony Avirgan,
John Mattes, Jesus Garcia, Jack Terrell and Alan Saum. (Iran/Contra Deposition of
Feldman, Appendix B, Vol. 10, p. 64). o

March 20, 1986.—Deputy Atiorney General Lowell Jenson sends letter from FBI
Assistant Director Oliver “Buck” Revell regarding “NEUTRALITY MATTERS” in-
‘vestigations. Content of entire memo redacted before sent to Iran/Contra commit-
tee. (See Iran Contra Exhibit EM-73). a

March 21, 1986, Feldman makes note to make travel arrangements to meet with
Jack Terrell in New Orleans. Terrell has previously given a statement to an FBI
csngicer in New Orleans. {Iran/Contra Deposition of Feldman, Appendix B, Vol. 10, p.

March 24, 1986.—Assistant Attorney General Stephen S. Trott writes Assistant
AG Mark Richard to “Please get on top of this—DLJ [Lawell Jensen] is giving a
heads up to the NSC. He would like us to watch over it.-Call Kellner, find out what
he is up, and advise him that decisions should be run by you.” (Iran Contrs Exhibit
EM-73) (Iran/Contra Deposition of Richard, Appendix B, Vol. 23 p. 55) Jenson testi-
fies that he then briefed Admiral Poindexter in the NSC about the allegations made
by Jesus Garcia, including Neutrality Act violations and alleged Contra gunrun-
ning, It was the only time Jenson ever briefed Poindexter on a case. (Tran/Contra
Deposition of .denson;. Appendix B; Vol. 14, Pp- 582—593) Richards says this memo
was justified because NSC should be alerted about' a plot to attack 0.8, facilities,
and “it's natural that somebody in this context better tell the NSC . . . assuming
you give any credence to the allegations.” (Ibid., 56) Richards says that the memo
meant that decisions on the case to prosecute or not prosecute, the nitimate decision
to-indict or not indict, shonld-be run by him. Jbid, 63-63) Richards. says he has no
idea why the case was being treated so seriously, that one would have to ask Trott
or Jenson, (Ibid. 64) Richards has written on undated note from this period “Hull—
CIA”. (Tbid. 71). : - o
_ After March 24, 1986.—North is provided an FBI investigative report on the
Miami investigation written by Kiszynski, according tb Justice Department spokes-
man. The report is later found in North's files at the NSC after the Iran/Contra
affair is uncovered. The exact date North received the document is unspecified. (See
AP, “North Got FBI Report on Contra-Supply Probe, Officials Say,” April 14, 1987)

March 25, 1986.—Feldman and FBI SA Kiszynski meet with disaffected contra
mercenary Jack:Terrell'in New Orléans, who describes paramilitary activities of
CMA, Terrell, Posey. Terrell is questioned for 14, hours. Feldman said Owen was
CIA. (Iran/Contra Deposition of Feldman, Appendix B, Vol. 10, p. 69; Deposition of
Currier, Vol. 8, p. 217). ] ’

March 26, 1986.—Assistant Attorney General Mark Richards notes that he “spoke
fo Kelltier, AUSA not back from N.O. File, contra:folder.” According to Richard,
Kellner said story was “something being manipulated by a couple of reporters” and
by Garecia to mitigate his sentence, and invelved “CIA involvement in this transae-
tion, government irregularities, and what have you.” (iran/Contra Deposition of
Richard, Appendix B, Vol. 23, p. 66) L ' :

March 27, 1986.—Feldman meets with Kellner, discusses Terrell interview and
confusion about “thousands of allegations” flying around, including assassination
/Plot on Ambassador, merceharies in Honduras, and.common threats were people
who were attempting to assist the contras. According to Feldman, Kellner and Feld-
man were both very confused about allegations. (Iran/Contra Deposition of Feld-
man, Appendix B; Vol. 10, p. 70) ’ . ) 7

March 28, 1986.—Feldman meets with Kellner for six hours. Kellner has no recol-
lection of substance of meeting. Feldman has no recollection of substance of meet-
ing. Tt ends with Kellner advising him to go to Costa Rica, Feldman cannot recall
whether he discussed Oliver North or Feldman with Kellner -at meeting. (Iran/
Contra Deposition of Feldman, Appendix B, Vol. 10, p, 71; Iran/Contra Deposition of
Kellner, Appendix B, Vol. 14, p. 10,40) e N
.. EPrior 4o.March 30, 1986.—Feldman has. developed chart showing Oliver North,
National Security Council,-Staff Intelligence Afd?sriser, CIA; Rob Qwens, State De-
partment, something ATD, John Hull, From Hull are lines to Bruce Janes, Jim
Denby. -Then aline from Hull fo FDN and from FDN to Cuban (sic) allegience

:[Legien] [Rene Corbo’s organization]. Feldman states that his “earliest notes shoived
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a referefice to North,” (Irah/Contra Dejosition of Feldman, Appendix B, Vel. 10;pp.
T28) L . o ica sind 6 t6 U.S.
ch'81, 1986.—Feldman, Carrier and Kiszynski fly to Costa Rica and g0 I
Er?:{)a;rsgl;, where they are advi:ftib b{hAssmFtalnc{:m Secl:‘l‘r;ty ofﬁg:tin; gtzzlgeel that V;Aft‘i;
bas bs wishes to spe ein, Feldmai “pulled ‘ _chartr 5. it
}J)alf{fgf °§;I‘r%hn? %ovlgsOvven and %ohnﬁlgﬂ. Eéft Amb?éi%df?é agtgung’c:ll Lv:lhlllt:re - (Irgi‘;
i said when 1 pulled out the cl was ‘G 1] b . (Irein
%%I&rgn%eg%s?ﬁonvzf%eldgmn, Appendix B, Vol. 10, p. 7% Deposition: of Curier,
Vol. 8, . 822) ’ e o Gion chist
' ’ 986, —Thomas Castillo’ is introdiced to Feldman as CIA station ¢ @
ml\ég;f? %&a{gﬁth ‘Taxgﬁ regent. ‘Castillo’ tells Feldman that Hull Walsi clfisz_slﬁed
U.S. equipment prior to 1984, and used by U.S. military to dgh_ver supp) is 0 ggg
tras prior to the Boland Amendment, (Iran Contra Depo,smon of Feldman, ppe'gili
B, Vol. 10, pp: 80-81) ‘Castillo’ tells Feldman Hull hasn’t been involved in any d-
ta’ry cépééity for USG or contras since March of 1984, but that Corbo-,;s a rene;gcaas e
without any ties and has 50 people operating in Costa Rica out of Hull s*rancl_l. & -
tillo’ requests that Feldman or Justice contact him if .Justf‘ce is tob take "ad"‘ on
against Hull. Accenses Honey and Avirgan of being tied into “Septem er_murf__er,
:ﬁd of being Sandinista agents. ‘Castille’ teuSngl]_i Nthr%ltl ”I c%gtgzlé gﬁ&t 1{)1‘-‘ iz.
E ; both Rob Owen an ver North,” an ;s
1:%:: ;Egogowhngz%rﬁg;?i me to the Pregident of the United States last -week.
(Iran/Contra Deposition of Feldman, Appendix B, Vn?l. 10, pp. 82-83) - Costa Ri
March 31, .1986.—According to Currier; ‘Castillo’ said.Corbo was in Costa Rica
near Upala "worked with Fernando El Negro Chameorro, that the CIA had aﬂr: gégﬁ
ciation with Chamorro and Vidal, but that Corbo was & renegade; and that the<¢
used Hulls farm until March 1984, (Deposition of ngn_er, Vol 8,p. 224) . o
March 81, 1986,~~Feldman concludes that ‘Castillo’ is directing Justice to gg er
Corbo and leave the other people alone. (Iran/Contra Deposition of Feldman, Appen-
dixB, Vol. 10,p.85) -~ I R a Accistant
- 1, 1986.—North notebook entry states “‘Call from (redacted) . . . i
Uléiai%}grgxl-ﬁégls 2 FBIOand reSidené gg%;b—Rene Gorbo, Terrell (Flako), CMA-—-Gun§
"7 (North notebook # T
togggﬁ cge%)gJng.IE’Feldr;gan becomes inereasingly certain he is being w‘atchec]i&i Wth}ila‘;
in Costa Rica. Nagel; security-officer. of State at Embassy, advised Kiszyns  hat
“the U.S. Ambassador is the law and [F";ﬂad?zﬁn& ﬁmzynslg r:igg I;a";f-{a gzre_ threc;t;g » bis
graci 1 ther agencies ‘had their .operatio uirments,
we sﬁcﬁeiséttiieéifgg gvitﬁ thg véfg;-k of these agen(:les.P (Iran/Contra Deposition of
dman i .10, p. : , Lt
o, Bl ol lfiman, s it o' s o i g st o
3 ; ~whether anyone at the U.S. . sy had a d
gglimghﬁe}iiﬁig atiik: F]?{irk %‘otm); at the embassy then admits 40 mmuteds-;]ilz_a,ter
that Kotula advised Hull not to talk. Feldman testifies-that he has caught, I uall 3
“dead lie.” (Feldman 59) But Feldman tells Currier that Embassy staﬂ‘ert]:';l{tz er}iad
has, told him that Hull went to the embasgy, spoke to Tambs, and tha e
been in contact with-the NSC ti?glaréling 2%’178) FBI/Justice inquiry. (Iran/Contra Deper
Ay jer, Appendix B, Vol. 8, p. | - = “ N
Slt}{); ﬁﬁfgu ]‘gé%{’—%%gfg Department officer Nagel a.dwses’.jﬁ‘eldman that “Hull tlf a
friend of Ronald Reagan, if you understand what I mean.” (fran/Contra Deposition
‘of Feldmén, Appendix B, Vol 10, p. 89 “They [at the embassy] sesmed very protec-
tive of Mr.-’I-Ilﬂl,and the others. They didn't interfere, but they were reluct%t 1o

help.” (Currier, Ibid., p. 2243 T ctoorald ab Embasss thab
Apri .—Fel is told by Vice Consul Paul Fitzgerald at Embassy th
H‘lﬁf 1;;&3 ,bégxsxstmntacbed, éuma{)ly the Naigio%al' Se%lgnty é)ﬁulndcga;ndA trljgae;fdoilx_(;eBof ‘}Q;iag?c;
G B i Felmn mmot sondar of bein. el has Foldmen
89) Nagel is then following Feldman around remaindér'of p,H b has Feldman
i 1 unhappy. According to Feldman, after The Miomi Herald writes
s e Ropi 114 weporiots Fildian Hed about what happoned af Embassy,
and the Embassy treated John Hull i;k‘l; :"Bth%‘y Iwicbﬂd; trg%t gaﬁy other citizen. (Iran
Conifrd ssition of dman, Appendix B, Vol. 10, pp. 80-81)> = "~
CoAngrglae%%sélén?ngﬁl‘glm’ Iﬁszylr)xgknand Cuitnegit%m tﬁ) mcgs%nme& go:m
HQs i st unit to report what Taxbs, G
E g&i mménﬁ%ﬁdw;"ﬁﬁsﬁumc; (Igan} Contra Deposition of Clmer,,Appen-
‘dix B, Vol. 8, p. 228) Feldman agks quest}?ps_, ang rmsgshxgsqes&ahé)gg]gglgngn ﬁnf:bt
- Yy X W3 Oy P B .th Ana Bamett, am harf':," Ach.‘ar [ , . . Lei
Eeeﬁ;e?t asr?x:}eﬁggvgl—igzlhér there \f?g criminal} pena(lih.ﬁ;.s; attt;aec:;egl :'gﬁ]iogland. T?ggn%srlg
“David Leiwant to-pull a copy off the machine, and en eting: (Iran/Conir
. %gg%i%ﬁiwngéld%an, Ap}_%)gndix B, Vol. 10, pp. 97-98) Kellner cdn’t remember who

(Iran/Contra Deposition of Kellner; Appendix B, Vol. 14, pp. 1128-1130) Gregorie re-
‘calls that the meeting lasted two hours, and that Feldman mentioned Oliver North’s
‘name as “this‘fellow. North who is behind. all of this” in the bureaucracy. (Iran/
Contra Deposition of Gregorie, Appendix B, Vol. 12, p. 1164) Mark Richard calls
Gregorie several tithes after ‘this meeting, asking Gregorie to check with Kellner to
see what the progress of the investigation-is.” (Ibid;, p. 1166) - .
April 4, 1986.—Feldman says that it was at this meeting that newspapers [David
‘ Leiwant] say Kellnsr told him to go slow, but that he has no memory of that taking
place. He left the meeting with an order to write a Inemo 8o that they could study
the dssassination and gun plots. Kellner expresses.little interest in Neutrality viola-
tion. (Iran/Contra Deposition of Feldman, Appendix B, Vol. 10, p. 98) )
April 4, 1986.—Kellner remembers the mesting as including Barnett, Sharf, Gre-
gorie, Fieldman and himself, snd that Feldman showed him a diagram and dis-
cussed the Boland Ameridment with him at that meeting, This chart has the name
“North NSC” and “Robert Owen” on it. Foldman tells Kellner and the rest of the
group about his meeting with the CIA Station Chief Castillo: Kellner does not regis-
ter surprise. (Iran/Contra Deposition of Kellner, Appendix B, Vol. 14, p. 1041-1050)
Richard says he talked to Kellner in this period ‘regarding Glarcia case, but did not
ever ask Kellner to slow it down. (Iran/Contra Deposition of Richard, Appendix B,
Vol 28 p: 93) Richard says to hig knowledge, no.one else did, either: Richard is asked
whether he discussed with Kellner the impliéations of the Gargia/N eutrality Act

case in regard to any pending votes ir the Congress. Richard does not answer ques-

tion directly. Instedd, Richard ‘testifies there was “always controversy on one aspect
“of another of the contra.mattér” but “from my perspective, in dealing with some-
“thing with—the administration issuing all sorts of statements saying. ‘look the CJA
is not doing this, The NSC is not doing this. We were fighting [sic] by the Boland
Amendment. We're doing this. We're acting in good faith in compliance with the
laws’ . . , we take the'investijation’ Where the factstake us . . . and then we take
. the heat when it's not a particularly popilar judgment.” (Tran/Contra Deposition, of
" Richard, Appendiz B, Vol. 23, pp. 93-04) Richard testifies that his understanding
was that the CIA was denying any ‘relationship with John Hull, that it had previ-
ously terminated. (Iran/Contra Deposition of Richard; Appendizx B, Vol. 23, p. 97).
April 7, 1986.—Rob Qwen writes Oliver North, describing in detail the Feldrhan
‘investigation and the Feldman, Currier and Kiszynski visit to Costa Rica, based on a
conversdtion he had with CIA station chief ‘THomas Castillo.” Owen notes that
“Feldman looks to he wanting to build a career on this case. He even showed [‘Cas-
tillo’] and the Ambasgador a_ diafzram with yout name &t the top, mine underneath
and ‘John [Huil's] underneath mine, thei a line connécting the various resistance
groups in.CR. ... Feldman stated they were looking At the “big pieture” and not
only locking &b .a possible ¥iolation of the neutrality aét, but at possible unauthor-
ized use of gévernment funds. (Exhibit TC-15, Iran/Conta_committees) Owen testi-
fies that he received his information regarding the Justice Department investigation
‘from Hull, CIA Station chief ‘Thomas Castillo,” and possibly from Ambassador
Tambs. (Iran/Contra, Appendix B, Vol. 20, p- 832). . . .
April T:May. 2, 1986.~Feldman works on memo about Garicia case, gun-running
and assassination plot.. (Jran/Contra Deposition of Feldman, Appendix B, Vol. p. 99)
" April 11;-1986,—The Associated Press reports that a federal investigation is under
way into assertions’that.Nicaraguan rebels and fome of their non-governmental
American backers have: engaged in gun-running and-drug trafficking. The AP says
the inquiry was “examining assertions that cocaine was sropggled to help finance
the rebels” war effort, and that the Neutrality Act was viclated. The article quoted
‘dack Terrell as stating he had been interviewed by the FBI on allegations concern-
ing weapons shipmenis from the .S, to contra base camps in Central America; in-
volvement of contras in drug smuggling, and 3 reported- conspivacy to assassinate
the U.S. Ambassador to Costa Rica, Lewis Tambs. AP report appears in The New -
Yort Times-and Washington. Post, ..~ - -
* April 11, 1986.—The Roston ‘Globe Teports that UL.8. Attorney’s Office in Miami ig
- investigating allegations of extensive eriminal- activit)i by soldiers-of-fortune work-
ing with the contras, that include gun-running:and g-plot to attack 1.S. Embassy in
- Costa Rica. Story quotes Ana Barnett, spokesman For Kellner, as saying “it is a very
hot topic.”” Article quotes Senator Kerry as &aying “over the past few monthg my
~office-has engaged in an investigation of alleged drug-smuggling,; gun-running, Neu-
trality Act violations, and other equally, I not more serious offenses. To date, we
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i stantial corroboration for these activities, . . .'='It’§, vital for Con-

g?:sz gcﬁzgngge thése matters-fully in order to uncover the truth. o
April 13, 1986.—Feldman discusses Agsociated Press‘ article vntla’l_aellner a_Jnd %ar-
nett. Feldman tells Kellner the Miami cases are a “hot potato.”Kellner rep t;s,
“politics ave not-for me to consider, the only thin that I need to _cqus_lder 150. e
evidence and the Jaw:” (Iran/Conira Deposition of Feldman, Appendix 3,- qu.}_ , P

W00 -5, ¢ R oo s
: Apri .~Poindexter writes memprandum of “Senior Staff” mesting, to
cugp}?%‘ﬁ%'sigfg on :i);'?lgs- and gun running by, contras.” Pomdexterﬁxhﬂ'nts,- -Ifran/
“ommittees, p. 000041, ~ - .. . o - e
Coﬂ;!:iil%% 1986.—-A1E:)tomey -General, Meese visits Miami and meets, with- Kellner in
"course of Gisiﬁng.-'F,BI agents hogpitalized after a shoot-out. Kellner meets Meese, at
airport and drives in conyoy to hospital. At the hospital, Meese calls Kellner aside
and asks him about the Garcia case, referring to the assassination plot. Kellner re-
plies that there is no evidence for the assassination plot but that the gunrmﬁnmg
was still under investigation. The conversation lasts enly three minutes and e{?sle
asked no follow up questions. (Iran/Contra Deposition of Keliner, Appendix B, Vol.
14, pp. 1052-1054) - - :

i . —Memo sent from Troft to Richard and Toensing of Justice refer-
rixﬁgptrclil-t}f; ]]?;?)?gna Amendment and requesting 2 memorandum on the amendmex‘gi
Tt is trigzered by “one of many.Congressional requests for appointment of speci
prosecutor.” (fran/Contra Deposition of Richard, Appendix B, Vol. 23, p. 48) .

April 17, 1986.—The Weshington. Post reports th_aig’the Reagan Administration ac;
‘knowledges that some rebels “may have engaged in” drug trafficking, gu wega no1
acting on the orders of their leaders. Accordmgﬁgl the Post, Elliott At r- “gavgj -
oped a three page document for Congressman Charlés Stenholm. stating tha ‘tm -
vidual members of the resistance . . . may have engaged in such activity bu 2 wai,
insofar as we can detérmine, without the authorization of resistance leaders.” (Post,
A-40) . - L L - ofal

i 86.—Senator Kerry writes Senator Lugar, provideés a summary of alle-
ga?ig;]i gg !c%'i?n;?ha‘l activities connected to contra supply operations, and asks for a
formal Senate Foreign Relations Committes. investigation. Amiong the %ci;ngpes
cited by Senator Kerry ave the Tambs murder conspiracy, the La Penca bombing,
: drug smuggling connecting Columbia, Costa Rica, Nicaragua and the U.S.,‘Wegpopg
smnggling involving CMA and Brigade 2506, transport of grins from Miam: ah

New Orleans to. contras in Céntral-America. (Kérry-Lugar Correspondence)

" April 18, 1986.—Oliver North, writes i his notebook: “Sheenan investigating La '

Pénca in consort with Sen. Kervy trying to get evidence linking RR to La Penga.
ebopk Q210D - Tt o
'(NX;%HI\;%,@QEBSOS.BZ&WH i Carr writes Feldman, caré.of Kotula at U.S, E_g.fk)gssy 11;
‘Closta Rica, asking for ‘opporfuriity to cooperate so that he can get out of jail. (Iran
Contra Deposition of Feldman, Appendix B, Vol. 10, p. 105 - Vt.i on 4
" April 22, 1986, —Kerry staff provides detailed inférmation on its inves g@b on, in-
cluding & list of targets, to Commitiee siaff of the Senate Foreign Relations Commit-
tee. Entry i North notebook reads: Bill Perry—Kerry mveshgaﬁon—,—wp]g.tpns.
(ngyﬂngfbfggég—%‘eﬁman mieets with Kellner. No notes of whatt was dlscussgd.
(Fran/Contra Deposition of Feldman, Appendiz B, Vol. _19, p- 106) ¢ what dl.s
April 25, 1986.—Feldman “again_meets with Kellner, No notes o o%v‘--%' was dis-
cussed. (Iran/Contra Deposition of Feldman, Appendix B Vol. 10, p. 105) - -
-April 26, 1986.—Feldman again ineeis with Kellngr, no notes of what wacsim dis-
cussed: (I'ré'jll Contra Deposition of Feldman, A?ppgndlx-B,‘.Vol., 10, p. 105) Fel bant
works on first-draft of his prosecutoral memo, dowy playing the inveskigation, bu
recomrhending a grand jury. It was the fivst of many versions of the Feldman
memio, all dated May 14, There are six in all (Iran/Contra Deposition q_f Currier,
dix B, Vol. 8, pp; 288-235) - = . ST
AIE;?ﬂd%S?iggﬁ.ngi’dman submits fivst draft to Keliner, who advises him: that he
does not like it becanse it is not sufficiently detailed. Feldman rewrites i Eeldmgn)
says “investigation has dispelled Garcia’s story, Tbut] we have learned CLﬁIE (sic
[CMA] actively assisted FDN in Honduras, Costa Rica between November 84 and
April '85."There is no question Rene Corbo and CME [sic] actively. recruited. individ-
uals in the 1.S. to train and/or fight with the FDN and contras; further investiga-
tion may alse verify Carr’s claiin the weapons were among the items shipped from
the U.S. to Salvador.” (Iran/Contra Deposition of Feldman, Appendix B, Vol. 10, p.

166) . : P L 1 its conclusi
il 28, 1986 —Kellner says Feldman memo staried in middle and its conclusion,
“qurl?:f:ér investigation may also verify Carr’s claim-that weapons were among the

159

items shipped from the United States to San Salvador, El Salvador,” was inad-
equate, Kellner says he intended it to go fo Washingtoh, and wanted it to be ¢lear
and formal. (Iran/Contra Deposition of Kellner, Appendix B, Vol. 14, pp. 1059-1060)
“April 30, 1986.—Migmi Herald reports'that North’s activities may have viclated
Boland Amendment, citing his involvement in fund-raising for contras. (Miami
Herald, 8-A) Sometime in this périod, Feldman shows Currier revised mémoran-
dum. Feldman-tells Cufrier that Kellner had tolé him to change the recommenda-
tion for the grand jury and that instead it concluded that the grand jury was prema-
ture. This version did pot'include the “fishing expedition” language, and that lan-
guage was not Included in the version the FBI was given in June of 1986. Currier
never sees the “fishing expedition” version umtil after Iran/Contra came to"light.
{(Iran/Contra Deposition of ‘Currief, Appendix B, Vol. 8, pp. 234-235) ’

May 1, 1986.-—Pat Korten, public aftairs, U.S. Department of Justice tells AP that
there is no substance to gunrunning charges. “It’s a dlassic case of much ado about
nothing. The U.S, Attorney and the ¥BI have conducted an inquiry into all of the
charges and none of them have any substance. It's unfortunate the junicr Senator
from Massachusetis puts more credence iri them than we do. All leads were com-
pletely exhiausted. Interviews were conducted in Florida, Louisiana Central America
gnd turned up sbsolutely nothing. We ran it down and theré isn't anything there.”
(AP} Currier testifies that the FBI never interviewed Owen or Posey, two targets of
the investigation. However, the FBI had by then interviewed Corbo and corrohorat-
ed-the fact that flights had occurred weapons wete on board, arid Corbo and others
were recruiting individuals from Miami to fight with the contras. (Tran/Contra Dep-
osition of Currier, Appendix B; Vol. 8, pp. 237-239) : ) -
(le\_r%az% 1,71986.—North notebook entry reads: “Mtg w/(redacted) re Kerry travel.

? g {

Early May, 1986.—Kellner is annoyed at pfess reports saying there was no inves-
tigation of Garcia case and asks Barnett to call Washington and say it was wrong
that in fact there was an investigation going forward. Barnett calls Pat Korten
Keliner decides that he will send Feldman memo to Washington to counter these
??)issgatements.,(lran/&mtra Deposition of Kellner, Appendix B, Vol. 14, pp. 1055-

May 2, 1086.—Representatives of the FBL; Justice Department, DEA, and State-
ment Department meet*to discuss the approach of their)Agencies ‘to responding to
Senator Kerry's attempts to convene hearings on allegations concerning the Con-
tras, (Subcommittee Deposition of Tom Marum, October 25, 1988) ’

May 5, 1986,—National Public Radio reports that Senator Kerry's staff has been
investigating charges of illegal activity involving not enly contras but Awmerican offi-
cials with ties to the National Security Council, and names Lt. Col North. NPR
piece includes statement of Jack Terrell that he has seen direct involvement of CIA
in the field and NSC money going to Costa Rica. NPR piece includes staterments by
officials at Justice Department who say that inquiry stopped “a month ago.” Ac-
cording to NPR, a Justice spokesman said that “T.8. Attorney in South Florida and
the FBI conducted an inguiry into all of these charges and none of them have any
substaxice. All leads were completely exhausted, and interviews in Florida, Louisi-
ana and Central America turped up absolutely nothing”

‘May 5, 1986 ~Kellner and Feldman meet to discuss mémo again. (ran/Contra
Deposition of Feldman, Appendix B, Vol. 10, p. 1077

May 6, 1986.—Republican Foréign Relations staff member Rick Messick sets up
meeting or representatives of FBI, Justice, CIA, State Department, DEA, and
NHAQ to meet with Senator Kerry’s staff (Rosenblith, McCall and Winer) regarding
allegations. Senator Kerry's staff details allegations about Neutrality Act violations
in Florida. CIA represéritatives state that the allegations are.false. The CIA repre-
sentatives state that they hdve information regarding the specific flights involved
cited by the Kerry staff, spécifically including a March 6, 1985 flight. The CIA rep-
regentatives State-that no weapons were aboard the planes, Tom Marum of Justice
states that Justice is conducting an ongeing investigation of the charges. Ken Berg-
quist states that the public statements by the Justice Department to the contrary
are “inaccurate.” (Winer Memcom, 5/6/86; Marum Memcom, 5/6/86; Messick
Memcom, 5/6/86, Subcommitteé Files) ‘

May 6, 1986.—A spokesman for Justice Department tells The New York Times
that charges regarding gunrunning are false, that “gH leads have been ‘completely
exhausted” and that no further investigation is nepded. (The New York Times, A—8)

May 9, 1986.—After previously meetihg with FBI Assistant Director Oliver B.
Revell, North meets with FBI agents, and asks them to investigate half a_dozen
people whose activities he believed were tied to foreign agents, including Terreil9 and
Senator Kerry. (FBI documents, Iran/Contra Appendix A, pp. T98-800)
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i oy ) eking bim o provie sidence, o
adl"!v%g _t]}'?éuigtglférggliznas}ﬁ]énwgfgsﬂi??;%:éi?gjaﬁi?g&t }fignhas “been di‘c‘)pp.ét_i
foﬁgfrkﬁf %?&g’f&iﬁ%%ﬁgﬁﬁg%;{? Tgm;)&daiiéivl_}ég hf;rTiﬁ;:se Jrom fhe
?v%ﬁfg% linnagl llz%taérdfi? érfmentk;fgg gu?ner pi?‘gzg&""ﬂ (which Hull éric‘:los‘e's;% vnttl)l;
out the permission of Tambs and CIA statioh c_h.lef Thom!aisi (}éism.lo, (Hull am :
coﬁgg? 2131:;1 fggg‘?,—l\fdrth notebook entry réads: “19339.—';031‘1‘ from Ricle Messick—Ter-

rell told not to tall: to FBE, Jonathan Winer [sic, referencé to Kerry aide] (redacted).

R v Assistant sey Genéral Ken Bergquist wrifes memo-
*. May — ty Assistant Attorney Genéral Ken Bergq { I
ré%agml3éolsaﬁsis£;€ugttomey GengralRqutx;e Tr_éntt rqg:eggl}p% e:gguﬁlgggﬁgg
Qontral Hearlngs 8 the Sendto Poreign. '1\2 N gnrie:ting with Senator Lugar’s and
Trott with a list of the participants in the’ hz%t » mecting with Sena o gar g and
Senator Kerry's staff, and an outline of what was discussed , She mecling. Defg:
i i £ bvious intent of Senator Kerry is y 0o
B e oo acmcaty inst the ‘Contras’ in order to obtain massive
a series of sensational accusations agains : 8 Iy order, fo oblain massive
P co about the time of the next ‘Confra Aid’ vote. s nob matter
Eﬁeistﬁgv:ggug:atsigns gl;e unfpunded as long as they aré u]:_tcontested_gt E%e'?m: F:c?g
arg presented. If we are unable 1{:__0 tg.lm%edigtely a:lgéie ;ﬁ'ggﬁ;%{ éagf%?t g éal?ﬁyrgn Jodis
i } ion time of the hearing, pe :
Euiag}éﬁlﬁlggvg 1il}:zeeh«larar.lrd or apprec‘.iat%q_‘:n ! %ﬁrgg%gt'aiﬁ?ﬁgigfﬁ ggg%yJ%?;g
ide informati le Committee regarding the individ :
provide information to the Comm: ng the riduals idenithed Waorry
makin; concerning the Contras. Bergqu tates that- "
?{S wﬂ% tﬁalfe %sz?r‘%eipportunity to make the implication or expréss: (%lalm fﬂtlhag
therry_ & conspiracy within the Adminigtration to cover up illegal _ac::in?o lffl o the
‘Cglrlgt'r;sS' and their supporters,” and suggests tHat Justice work instea oW
“true story.” Bergquist-Trott memo) . 1o would bo glad to hate.his
— K writes Justice that he wo glad  hig
tal\.{‘[fa%nég;: iziﬁn v?i?}llagﬁ-sticzrg discuss such allegations further. Justice does not
st ond to this letter until June 24. (Justice-Kerry correspondence} Jookixiz into
reiﬁa'y‘ 14, 1986.—Miami Herald reports that Senaeilsi;r K%Vniuyife sﬁa(ffuslgx i;:olirgmént
i Funning - ing as well as Wh
wc%?ﬁgetie()fcg:?rra%nﬁmg uringn%h?‘gn%mgfcgﬁvolvémeqf was prohibited by Boland
Amendment, 1 AT : 1 an Currier meet, go over memo line
—AUSA Feldman and FBI Agent ier meet, ver Im line
b LII:;Ye 1:5:1&?&11 conclude that they should go forward W1th1 g. graix{l)c’_‘lv)_]uxjy inyestiga
{:iyn (Iz"an/ Contra Deposition of Feldman, Agpend_l;: B, Vol. 10, p. fon's case in
OM 14, 1986.—Draft of “Feldman memo” setting {orth the prosecution , case in
comf:ascr:tiox’l'wit}fthe Miami Neutrality Act prosact;_ilzmn of Rene Cg.;cvég‘}_ii; ?DI.;EI% 31::?2
jury investigati . imately reveal gun running ¢ ty, incl
“a grand jury investigation would ultimately ey e
runmin trality vigkations. Due to the po | niy 5 CASE;
guzl sure su%}?nv(}olll:gons gﬂd’.be sucessfilly prose_cute_d_m South Flond?ﬁbfg;%?l{:
lég tra Deposition of Feldman, Appendix B, Vol..10, p, 108} Kellner, scxi bles out
Jontra Pa_ h and inserted, “I concur, we have sufficient gwdence to msD_ er__
st Ea:ragr izlivestigation into the activities described herein.” (Iran/Congra : _epomf
fii)ar?' d%%dman, Appéndix ‘B, Vol. 10, pp. 108_—109; Iran/Contra Depomgon 0

KdlnM;;réé %%%%éixs%h&?lﬁ;%ﬁpﬁ?o!geuner and Feldman meet. Sharf expresses Oppo-

ition i grand jury. At'end of meeting, Kellner aske Feldman'fo change
Eltlol11 :?6503? gmtgmb an?i Jﬂ;ya'gi'eé’:n to do so. At end of teeting, F?Idmat!]; rgwﬁfi%
;?gxflg io state, “I conclude that we have stiﬂ-'iment e::,%gngsl ?b?%??ﬁﬁmree If%‘!take
ion i s activities described herein. At present it wou . o, take
glfitsm;alfggrﬂtlg %}cf;vg:id %]:sury, some background. work still needs m'l:‘!be"'ﬁmsorci?;%
B o that o 12 consenad shont ot destrosiog reputabions. Foldman
Kellner, emphasizes that he is concerned about not - , Zeputations. Feldman
" ha 1 hat they were doing, hegause “there w rt;
e ot Tona abouf.‘lw pestioned in my own mind at that peint whether or
:11(1)% fhi?a%g ;F)]ggs ﬁsahr;ibusqmess going on.” (&én/antrg_ Depos_ltmn_._qf Feldman,
. 10, pp. 113-115) R
Sy, i el g o s it o Pl b 8o
facts together, that “there were wered uestions, people obvi sy
ing, indivi us half the facts an p
iﬁegiﬁgdﬁzlg ﬁewgﬁdhﬁzg;%?tnhat were concocted by freelance newspaper report-
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ers abbut mereenaries who were. unreliable, apd I did not think it was appropriate

to go into the grand jury.” (fran/Contra Deposition’ of Gregorie, Appendix B, Vol

12, p. 1179) Gregorte testified that Feldinan’s case in May was “thoroughly confused

§?é11)had no direction.” (fran/Contra Deposition of Gregorie, Appendix B, Val. 12, p.
: X o ; :

-May 22, 1986.—Feldman choose to leave signature off final revised draft of Feld-

man prosecution memo, “I don't know why.” He notes that-at this point, they are

Deposition of Feldman, Appendix B, Vol. 10, pp. 116-117) . :

May- 22, 1986.—ABC News Tonight reports that at least-one shipment of weapons
was smuggled from 1.8, to Central America from Ft, Lauderdale airport to Tlopango
to Costa Rica. - < - :

-~ May 23, 1986.—Deputy Assistant AG Bergquist writes Assistaut AG Trott to pass
on requests for information regarding Steven Carr, Jack Terrell and Jesus Gareia in

records and any statements made to the FBI by each’ of these individuals, (Berg-
quist-Trott memo) Bergquist also provides Trott with a summary of “Key Stories on
Contras Involvement in Crimé.” The summary “Key Stories on Contras Involve
ment in Crime:” The summary lists 39 stories which appeared in the press from 12/
13/84 to 5/22/84. (Kellner File Provided to AUSA Jeffrey Feldman, subpoenaed by
Subcommittes) - . . . e .

May 24, 1986.—FBT 302 of interview with Franciseo Hernandez a/k/a Papito, who
confirms that he agsisted . Rene” Corvo in supporting Eden Pastora, Alfonso Robelo
and other Contras in CostaRica, includi shipments of weapons from the United
Stﬁtes which went from Fort Lauderdale through Mopatigo Air Force Base in El Sal-
vador. : : - T

May 27, 1986.—Feldman makes list of interviews that need t¢ be conducted.
(Iran/Conira Deposition of Feldman, Appendix B, Val. 10, p. 118)

June 1, 1986 ~—Miami Herald. réports that a special investigative unit will be set
up: within the House Judiciary Committee to probe allegations of criminal activity
by confras. Article quotes a Justice Department official as saying FBI and DEA

ve “run down each and every one” of the allegations fegarding gunrunning,
murder plots,-drug trafficking, and cerruption connected tp contras and found “no
credible or substantive evidence warranting prosecution‘df contra leaders.” The-
Justice Department describes the allegations as those.of “diggruntled people with an
ax te grind who havé little credibility,” and said congressional efforts to investigate
the allegations smacked of ‘MleCarthyism,” and that some congressional aides “were
seeking to destroy the contras by innuendo-in the press.” The dJustice official quoted
said “T can state categotically that the attorney general did not, at any time, ask or
instruct any U.S. prosecutor to slow down or in any other way impede any investi-

munitien, and developed strategy and tactics. (Miami Herald, p. A-28).

‘June 2, 1986.—Kellner assigns Feldman to work on Thaj heroin case, (fran/
Contra Deposition of Feldman, Appendix B, Vol. 10, p. 121)

Juné 2;-1986.—AUSA Sharf resubmits Feldman’s memo for “corrections” which
he does not show Feldman. He makes changes on memio without Feldman’s permis-
siori: Feldman notes that the ‘major change was in the conclusion. Feldman believed
when the background work was done, “the grand jury investigation may be in
order.” -Sharf rewrites this to say “a: grand jury investigation at this «point . would -
represent a fishing expedition with litile prospect that it would bear fruit.” Feld-
man notes that some of Sharf's changes were “reaching,” but that Feldman was
never shown them before it went out to Mark Richard at the Justice Department in
Washington -(Iran/Contra Deposition of Feldman, Appendix B, Vol. 10, pp. 121-124)

June 3, 1986,—The Washington- Times reports, “Anti-contra witness said to fabri.
cate-story,” regarding Jack Terrell’s charges of Nentrality Act and weapons vipla-
tion involving American supporters of the Contras and the involvement of the CIA.

June ‘8, 1986.—Kellner sends Feldman memo to Justice, never hears back from
them, and never calls about-any reaction. He testifies that ‘“the purpose of the
memo was not for them to do anything; the purpose of the memo was to give them
the information of what I was. doing.” (fran/Contra Deposition of Keliner, Appendix -
B, Val. 14, p. 1078 According to Richard, in the course of an earlier conversation
with Kellner, he had requested that Kellner keap him-&ppraised of the status of
cate and developments. In response; Kellner provided him both the Feldman memo~—
and a copy: of the Christic Ingtitute lawsuit naming Secord. (ran/Contra Deposition
of Richard, Appendix B;Vol. 23, p. 85) : N .

.
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+1986.—FBI Agents meet with Oliver. North who “expressed s\per:lfic con-
cegnuna% %,0 why, no -acn%i has been taken regard . charges' placed ‘by. Senator
Kerry against North, nor any attempt to obtain the information 13}'esen§1y at the
Department. of Justice (DOJ) involving Senator Kerry's allegations.” In & June. 11,
1986 memo relating to this meeting, the FBI Agents conclude to the Director tha,’g
“WTFQ [FBI's Washington. Field Ofﬁggghas no:predication into this investigation.

y ra, Appéendix A, Vol 1, p. T .-
(Irggél(égil;iaaﬁg? June ‘42&,’ 1986.—The Feldman.-mémo is leaked to the-press:and to
Congressional steff. In his testimony before the Iran/Contra Committees, Feldman
is asked who leaked it. He says hie does'not know, but that “the memo was stolen
out of my cabinet,” ‘becatse a-note attached to it about [‘Thomas'] Castﬂ‘l‘o and John
Hull showed up under his.door several months later: That note was the “most sensi-
tive footnote in the entire memorandum” because it snggested that Hull was-an. op-
erative for the CIA: Feldman notes that he didn't lock-his office or ﬁle;:-cabme_t, be-
cause bothy were inua secure area, and “all ‘you are,lock'%ng;yeur- door fromr are your
colleagues.” Feldman notes,#1 wa;g)’t cynical enough. -(éIraanontrz_a Dgpomt}on of

L » endix B, Vol 10, p. 1 . - o pom . - - _-
Fe}ir;:::i ?BPE%.—FBI 802 report on+interview with Rene Corvo states that Corvo told
FBI “the only crime he has committed are-United States neutrality violations for
shipping weapons from South Florida to Central America. These wéapons were des-
tined for the ‘contras’.” Corvo confitms details of dllegations made by Carr regard-
ing the shipment of weapons from Ft. Lauderdale on March 6, 1985, and. involve-
ment of Salvadorean military officials -in his-contra. supply operation. (FBI. 302 re-
leased in U.S. v. Corbo, SD Florida, 1988) (On May 6, 1936, the CIA-had advised the
Senateé Foreign Relations Comigu]:sj:ts;e that it had specific 'mtel-hgence-mth%ﬁ these alle-

iohs regarding Corvo were false) - - - ~ - .o - Cr .
ga}lg::: 8,g1986.-—-Miami Herald runs front-page story by Alfonso thrdy, stating
that NSC and CIA managed contras during Boland Amendment; in a network over-
seen by North with help from CIA. Chardy story cites Owen and Singlaub as.among
those helping North, and narhing-Hull as one of Owen’s contacts. (Mlm Herald)
June 10; 1986.—AP rtuns story by Robert Parry and- Brian Barger allegingsthat

Resgan Administration managed ‘private’ contra aid network through North, using
Robert Owen as a “buffer,” and John Hull inh Costa Rica. (AP) - .

June 10, 1986.—Feldman dis¢cusses Mattes and Garcia with I;eyner. (Tran/ pnf,x‘-a,
Deposition of Feldman, Appendix B, Vol. 10, p. 130).- N .

June 11, 1986.—FBI- Agents -repoert to Director that the Christic-Ingtitute com- -

: S 15 IO ‘ o i g oot
t-filed in Miami names individuals who “are p;:esept;{y aiding the C_ontra e

Elnfﬁgr Colonél North’s direction.” (Iran/Contra, Alg‘pen&.‘lx Ap. 803) v Nei
- June 11, 1986.—Associated: Press reports thaig U.5; Allegedly ‘Ran Private Net-
work to Arm Coniras.” The article stated that “the White House, working through
outside intermediaries, managed a private aid network that provided military assist-
ance to Nicaragnan rebels during last year’s congressional-aid b’a;n, accerding to gov-
ernment officials, rebel leaders and their- American supporters.” (Baltimore Sun,p

1)'Juue 12, iQéB.—Washiﬁgton- Tlmes reports- that 'KerrS( contra probe;k “witch

hunt. L . . N s

: —FBI 802 interview of Rene Corbo, in which Corbo again confirms
hagléggniiggtggg wer;]gons from South Florida into Central America for the contra 6n
March 6, 1985 and June 16, 1985. Corbo also confirms that John H}l]lprowded as-
sistance to his and other Contra support groups-in Northern Costa Rica. . = -
June. 17, 1986.—FBI 302 interview of Francisco Hernandez, in whlch.Hernanc_iez
again confirms involvement in Contra- suppo¥t operations in Northern Costa Rica
involving Rene Corvo. Hernax{:__ngez alsstati?% that he _anﬁdnoél};ler sdlzpporters of°the Contras
i milil officials at Tlopange in Bl Salvador: - oA
wefsnajs]]??f:edl‘gzé%?—Notrtfy wnt&szzlz% notebook, “Géne Wheaton wants to talk €6
— d to Kerry.” : : o s ) :
P%II;AI;E Zﬁ!gglél.{e—Feldmar;y leaves for Thailand. He remains “out of' pockfe_if.’i until

August 1. (Tran/Contra Deposition of Feldman, Appendix B, Vol. 10, p. 1817+
June 24, 1986.—After Kerry staff contacts Rick Messick of FRC to say that Justice
has never called-to gathier further informahon.rega_rdmg allegations, Jl_ns_fnce s%n_ds
another letter to Kerry reaffirming its interest in "vigorously and expeditiously” in-
vestigating any evidence to support allegations-of.eriminal activity. (IKerryJustme

correspondence) o S : . .
’ "25, 1986,—Senator Kerry makes a presentation before:a closed door session
ofigg%(z)smmll ittee. In that presenrrytation, eSenaﬁor‘KeEry states that in looking at alle-
gations concerning the Contras he had found that “some Ameritan officials decided
to circorvent the clear prohibitions of the Boland Amendment, as a result of that it

e R e A e R s it
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appears that the contras and the infrastructure set up to support them determined
that they had a license in a sense, to violate laws .". =" He also reviews allegations

regarding narcoties trafficking involving the Bahamas and Panama and calls for an
investigation of the links between narcotics trafficking, law enforcement and foreign
policy. ‘At conclusion of session, Richard Lugar announces publicly that Foreign Re-
lations Committée has ordered a “staff inquiry” to review allegations of drug run-
ning involving contras and Sandinistas. '

dJune 26, 1986.—Kerry responds-to Justice letter, again inviting Justice to contact
his staff to set up a meeting to provide further information on the allegations con-
cerning criminal activity in connection with the Contras. Justice never responds.
(Kerry-Justice correspondence) : .

July 11, 1986.—Glenn Robinette meets Jack Terrell, as part of an investigation of
g‘ggell on behalf of the Secord enterprise. (Jran/Contra Appendix A, Vol. 1; pp. 819-

July 14, 1386.—CBS Evening News broadcasts a tape which includes a segment on
Oliver North’s alleged involvement as a liaison between the White House and the
‘Contras. On July 18, 1986, Special Agents of the FBI review the Jul 14, 1986 broad-
cast regarding North in connection with their investigation of 'Jaci Terrell. (fran/
Contra, Appendix A, Vol. 1, p. 814) . :

July 15, 1986.—FBI reports to Director of alleged threat to assassinate President
Reagan by Jack Terrell from a source not specified. (Ibid., p. 819) (Later Terrell is
polygraphed on the jssue and the FBI concludes the allegation is false.)

July 17, 1986.—FBI agents méet with Glenn Robinetie “believed to be working in
an unspecified government capacity” regarding Terrell and Robinette’s surveillance
of Terrell on behalf of the Secord’s enterprise. (Ibid., pp. 820-829) Rohinette advises
the FBI of Terrell’s ties to the Kerry investigation, notes that Terrell stated tha he
received no funds from Senator Kerry, and that he was aware of Secord’s involve.
Jlnentsiéé)povert air suppoert on behalf of the Coniras. (fran/Contra Appendix A,-Vol.

July 18, 1886.—A dozen FBEI agents meet in Washington and agree to undertake
full-time FBI Special Operations Group surveillance of Jack Terrell. (Iran/Contra
Appendix A, Vol. 1, p. 812) ,

July 18, 1986.—CIA advises FBI that subjects of Miami Neutrality Act investiga-
tion Corbo, Carr, Thompson, Posey and Garcia are not CIA assets. No mention is
made of Hull or Félipe Vidal.' (Letter to Divector Webster regarding Jack Terrell
allegations.) - - "

July 21; 1986.—Kerry writes Attorney GeneralaMeese, enclosing an article in The
Bostor. Globe which reports that the CIA provided financial and other assistance for
mercenaries fighting with the contras. Kerry asks for a summary of any investiga-
tions Justice has undertaken into Neutrality Act or Boland Amendment allegations
in connection with the contras. The Attorney General does not respond to the re-
quest. (Kerry-Justice correspondence) :

July 22, 1986.—North is interviewed by FBI agents in connection with their inves-
tigation of Jack Terrell. North advises-the FBI that “Terrell's name had surfaced in
connectlon with a staff investigation being conducted by Massachusetts Senator
dJohn Kerry,” and denies that he is involved with managing Contra support efforts.
(Iran/Contra, Appendix A, Vol. 1, pp. 878-879) -

Jul;,r 24, 1986—State Department issues a Report to the Congress which states
that “the available evidence points to involvement with drug traffickers by a limit-

ed number of persons having various kinds of #ffiliations with or palitical sympa-
‘thies for fthe Contra] resistance groups,” (State Department Dociment 45136¢) -

“July 24;°1986.—Robinette meets with FBI officials regarding Terrell, expressing
concerns that the FBI had targeted Robinette “as being a ‘plumber’ for the White
House . - < and leaking information to the media concerning his contact with him.”

He confirmed kmowing North and working for Secord. (Iran/Contra- Appendix A
b : )

Vol 1, pp. 852-853) - ) ;

July 25, 1986.—North writes Admiral Poindexter that Associzte FBI Director
Oliver “Buck” Revell had called and asked for any information which NSC might
have regarding Terrell. According to-North, FBI helieves Terrell could be a paid
asset of Nicaraguan:ntellizence Service. (IN45907; Yran Contra committees) .

July 28, 1986.—North writes memo from Poindexter to. President Reagan regard-
ing Terrell, initialed and presumably read by the President, which describes “anti-
contra and anti-U.S; activities by US. citizens Jack Terrell. Memo describes allega-
tions about Tambs bombing, alleged: activities of CMA including weapons and nar-

coticy trafficking, states that Terrell’s charges-are at the center of Senator Kerry's

investigation in the Senate Foreign Relations Committee, and that the Operations
Sub-Group {0OSG) of the Terrorist Incident Working Group (TTWE) has made avail- 2
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i ; it agencies
thi - all information on: Mr. Ferrell from other U.S. governmen encies
gal;;c;élﬁif%%;n ii'?vestigating 'I:erx_'ell;.‘r(NﬁAIS%Géo It:lac.r’:g; CEJ}?:;?,Tc;c:_rmmleﬂ %gsesbel;%u;

- dexter memo to President states it is Importan that’ Terrell | cen a
incipal wi gaing f the Nicaraguan resistance:hoth in an
o B e amm' : guppqr“te_rs e 1 s i tect the knowledge that

ide £, d. “‘gince it-is important to protec ;

sTr-lgfrglleig i:%eg::gject g!f:'l a car?minal <invef1ti_g'atéo’pl,c§gz5e 83‘%‘ t%‘mse}zgﬁlg;v?gm ':te heasi;
been in contact on the Hill have been advised.” (N , Iran/contrs 8 mtml ces)

i t surveillance of Jack Terrell at Mariot

¥ ZSMJ’ ‘193m86].—FBI St Agex_ltstmscondh }lch he leaves-his hotel room. They find
Hotel in Miami and go through. his trash when-he X wotel room. They find

- with an art rom it concerning statements by:Ad b
.a-newspaper with an-article torn from ¥ ncerning statements by Admura Jon
" Poindexter that “the relationship between the Nicaragu ontrag dnd. Colonel

iver- did not violate a congressional prohibition 6n Whited! e ‘
?ﬂl;;grwﬁgriﬂe rebg]?s.” (FBI 302 reprinted m;.gAppendm A, Iran/ Cglprra) o cendum
July 81, 1986.—Feldman receives “PROS” memo, -or prosecution me 0 b,
from )i{ev;'n Currier of FBI, who.was “looking for a way to.pressuré: eon. ;500
maling e docision, (Flimap 102) Accoing o Currer, thoraemorandy an 20
i " their hand. ; p
o eyl e O LA the violations and the evidence we had obtained
prosecutive report which -ouilines the ) ) 1 fridente o ol datamed
i rt the prosecution of t}uﬁ matier, an/Contra ‘

g’ug%trtﬁ%:gfigpﬁp Vol. 8,p . 238) .Hov;evg?l f{ml}égﬁﬂzge% i_g ﬁgﬁsa; t& tﬂ_g

B - L - z A 2 c . ed.- :

B O oot o docisio e(f)s the prosecutor’s-report. The U.S. Attor-
nothing on case-until he made a decision on p 3 [he U.8 Attor
d : this matter.-We frequently went to ]
mney’s office was dl;aggmg its feet on is 1 o denkly Jrent cldmans
office or the USA’s office to pressure Feldman o make 2 hla;hnch‘ G e
i - week.” (Currier, Thid.,, pp. 238-244) Ameng the names w ich ¢ P
Fgrte}?etﬁﬁtaig‘;i?iﬁ w(ere Enrique Bermudez, Mario and Adolfo Calero, Fethi%ﬁdna
i ez, Ramon- Medina {Luis Posada], Richard Miller, -Rafael 2%@?@;0, Richar
T Sl ety St Ct W S0
— Jusar S L . '
mfgg;:tog ,’Ségz?:é Fo:eig;, Reilgtigns; C_?imarlnsitﬁe_e, %g@t}.};ggg;gi; ﬁogg&c;;_f::a?
Justice Department regarding 27 individuals for i m: e of narco ics traf
i t, based on a list supplied by Senator:Kerry, :
gi%b&:ﬁi?%ﬁ John Hull, Rohmz‘ﬁs )0wen, Tom. Posey, Luis Rodnggez, Frank
: . C records) L I ..
Chﬁ?&ﬁd fggﬁ'ﬂk—ggﬁg%%gse;ds 2 1ettex;at§f Leg}r: iie_%per, S%nz.:ggngédl?:réb aorzlc}c
f 1] i A # & witn ) :
Senator Lugar, charging Senator Kerry's s with bri] 511 vitnesses to o gbout
: d. the Contras. The letter mentions “Demacrat )
Cnts s o el i BT P T i O
! ier, to transmit. the letter to 1 to ¢ !
= B by e G S D B S
T Q n, 0N he . * L . . . * e
th?ngg&f:tl};lét?i%g wiJ]f }:11::1: disclose infor;lfhon- tgiz_a.f;hg:rez’%:e ;dpt;;?ég t%e?lf;nzge ;:?hfst
i oy ill ide any 'information in re : the request,
H&l;séﬁﬁf&eg:ﬁ%&ﬁ ?ﬁ:tpléggher rahil_ililir)lg through open mvestlgatmns,gra??ly
is] isi i 2 (FRC files) - - - S
r]s};s conépfgm{gﬁ—t—%ﬁﬁfggﬁ;ivegKeﬂﬂer :the PROS memo, from whith hgt h(;glr-:
1 d%gut?here’is clearly sufficient evidéree to go forward. Corbo has admitted d there
xcv:re weapons on:the March 6 shipmentMFeldmb, ant 1;]:}1)et}na‘.wys 1!‘i:leey éli:;rel ;i%‘agénough
p s g . - » N now
forward, noting that he believed that 1% ayf,. Fgl dm'gh gy fiad enongs
b iy e e (Iran{Contrg Depost gnuoité thick, iiuté a-little yellow sticker on
Eeal]laltliels-ei?:ib f?g ﬁ%ﬁ&?ﬁﬁwgﬁgg%%d Gregorie, (Iran/Contra Depo-
e —.“ KE]]IJ ol P 1 ,V1.14,* . — ) . L - -A;,., : .
jSltK)él th 18—§E§&%P§a%£.—§eldm§§ goes tg Ke]l_r_ler on several pccamgns_:q; re?;
-ris%usto pressure from FBI Agent Currier, “nagging him tofma.zliex;;al ecn(sllr 81;,1.7
%:Hner states that he must still re&li télevnie:inoo anldé. 31)11akes no decision.
position -of Feldman,; Appendix B, Vol: 10, p. - . ]
Cozutm ze?gsité%%.iJu:ﬁce sends letter to-Senators Lugar and Pell, vmi:ormJ:pg %eorg
‘that El‘if;tice’would exafnine its files, but dwgu.lglgn(lgr né]al}::n %fa(;?;atmn availab
i es and Zav: ogman-Cage,) - - .

?hz one ‘i}?ggd fggﬁ?’—%ﬁfm C}alg:zh.ls “only” conversation with people at. }Thiuitg%

-with Joe Tafe, who is in. ¢harge of .rieutra,_htﬁ-_wolatwps. il‘sa?Se Hgave me .
(Iran/Contra ﬁeposiﬁon.af Feldman, Appendix B, Vol. 10,p. ) dA o8 letter

August.27, 1986.—Xellner says this is the day he dctually receive %guﬁn siter
from John Hall charging that g{erry staff had engaged in misconduct. Kellner o
difficulty with those doctnents.” (fran/Cantra Deposition of Kellner, Appendix B,

Vol. 14, p: 1082)
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Contra:Deposition of Feldman, Appendix B, Vol 10, p. 134) As of this date, Feldm
concludes the case is dead, It sits on.a. box on his taI})ale. Kellner ne\ieragtg’ts ﬁladcil?s%
him about it. (Tran/ Oontra‘Dt_aposition of Feldman,; Appendix B, Vol. 10, p. 188)
September 3, 1986.—~Kellner takes Hull affidavits regarding Kerry to Mark Rich-
ard In VJusnce, and on his return. gives them to Feldman, He brings back some
memos on the Neutra_hty Act, ‘and asks Feldman to check them and to investigate
the affidavits concerning Senator Kerry. Kellner says that Richard réad affidavits

vits were “amateurish,” and “did not make sense,” and that he was “bein &

by somebody,” but “couldn’t figure out who.” Kellner believed someone wag t?;i:gg
to have ;,um investigate a Senator, either to embarrass Kellner or to embarrass the
Senator, After meeting with Richard, Kellner told Richard he would “check out
the truth” of the affidavits by investigating the affidavits, although neither he nor
Feldman believed them. Kellner-describes the allegations as being that Senator
Kerry's staff Was paying witnesges to lie. Kellner says he 'did not believe these alle-
-gations, - but- it _‘would' Impact. on the investigation,” {ran/Contra ‘Deposition of
Kellner, Appendix B, Vol. 14, pp. 1682-1094) Kellner testifies that he went to Wagh-

. “Ington ‘with charges about’Senator Kerry *“because this was an allégation of a

crime;” and dide’t do so with the allegations regarding the Garcia case because
‘we_re's’pll. questioning whetlge; or.not there was a crime involved in what. gﬁg;-wgz
_ doing, (I_ran/Contlja Depos‘i}hon of Kellner, Appendix B Vol. 14, p. 1146) Richard
says Ke]lne’r, told him thig package” reflected all sorts of questionable activitjeg by
the senator's staff, attempts by reporters to influence testimony and suborn perjury
and the like. (Iran/Contra Depq_s.ltlon of Richard, Appendixz B, Vol. 23, p. 88) Rich-

Sep o 1966.—Feldman checks out the allegations against Senator Kerry's
;.s‘taff and de}:ermmgzs, after talling to “as many people as he could contact” th)z:t
they_wereni_'. true.” Kellner notes that “there were additions to the affidavits and
. that at least in one case the signature was not accurate.” In addition, “not only did
they not wrjte some of these statement, but it was not factuaily true in any event.”
Feldman told Kellner that at least one of the persons said he wrote the affidavit
defaming Kerry and Kerry’s staff because it was.a way to get out of Costa Rica
AIran/Contra Deposition of Kellner, Appendix B, Vol. 14, p. 1093)
. Septeml;er 15, 1986.—Garcia is sentenced, Fel n states that Garcia’s allega-
tions are erelevento)to his gentencing. (Iran/Contra Deposition of Feldman, Appen-

Early October, 1986.—Mark Richard convenes & meetiig, attended by 19 bers *
of FBI ‘and Justice, including Kén Bergquist, Léon Kellner, _Ch‘ﬁci Sa?f;n airg

[fraud sections of Justice: Group spent most of reétin discussing fraud i
A;z% lt,% 31\1;1%% humanitarian aid. (Iran/Contra Deposstion ofsﬁghérdf Alisﬁl;:fd%ezlaﬁf

{ ha ﬁeady beg.n done. It is
e :',rash a4
Although Feldman does not find mema until November, Richard Gregorgg,u glégi:tﬁ;t
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1.8, Atiorney to Kellner, sends memo to Feldman on this day authorizing him to go
ntra Deposition of Feldman, Appendix B, Vol. 10, pp. 140,

;ﬁa%rand- jury. (Iran/Co

“October 7, 1985 —William Weld asks Richard what he knows about Hasenfus

. crash, who calls ‘Tom Marum about Miami Neutrality investigation. Richard con-
tacts Kellner and asks Kellner what is going on, Kellner is angry, because he is
“getﬁz}%rgt;with'press inquiries and knew nothing about the pending investiga-
-tion.” (fran/Contra Deposition of Richerd, Appendiz B, Vel. 23, p.106) - R

October 14, 1986.—Senator Kerry releases staff report describing “Private Assist-
ance and the Contras.” Report refers to activities of North, Owen, Secord,-Singlaub,
Felipe Vidal, Hull, and others, Includes statement_that “Max Gomez [Felix Rodri-

-quez]. was mianaging contra sapply operations out of Hopango having allegedly been

. placed there by NSC.” ) : C, :

October 15, 1986.—Washington Post-prints story about ¥erry Report and de-
seribes its allegations against persons named above. - . N i

" Qectober 15, 1986.—Oliver North writes in notebook “Kerry +2,” below that is
something redacted, and below theta notation“Max Gomez/VP.” North Q2533.

- October 15, 1986.—Oliver North Notebook describes June 25th closed session of
Forgign Relations Committee regarding narcotics trafficking and contras. Notebook
ctates “list of 27 witnesses; early August 8—sent to-DOJ—Ken Bergguist, Vicky
Toennsing—46 boxes of transcripts of SF Frogman case; Justice never provided. In
April/May, (illegible) Rick Messick . . . John Kerrv—has 8 votes. Scott Armstrong,
Natl Seeurity Archives,Jack Blum. (North Note'bzlc;i, Q2581 ... - - -

October 24, 1986. North writes in-notebock about 6330 pri-meeting with Assistant

Secretary-of-Defense Richard Armitage, that Senate Foreign Relations Committee
-investigation has taken trips to Miami, Costa. Rica, San Francisco-and Honduras.
{North notebook Q2566) P o e .

October 80, 1986. Feldman meets with Justice Public Tutegtity Section. (fran/

Contra Deposition of Feldman, Appendiz B, Vol. 10, p. W - e

Early November, 1986 —Feldman receives authorization to go to the grand jury.
November 18, 1986.—Feldman takes Neutrality Case to Grand Jury.Iran/Contra
Deposition of Feldman, Appendix B, Vol. 10, p. 143) . A
November 19;:1986.—North notebook entry reads “Tom Dowling re Kerry Hear-
ings,” (Nofth Noteboolk Q2646) : : - - )
“November 21, 1986, —North fictebook entry describes concerns about information
- known by Gene ‘Wheaton; who hag ehart” Tegarding Secord’s involvement in both

Tran aud contra initiatives, And who tas provided inforfation to Senator Kerry.
~ Novémber 22, 1986.—Iran/contra diversion memorandtin is found by Justice De-

partment investigators in North's safe at the NSC: - : e

December 2, 1986.—Feldman meets with Kellner, Sharf, Gregorie, Barneti, about

Garcia case, and they tell Féldinan to stay away from Jose Coutin case. (Coutin was

being held as the supplier of the ‘weapon used to kill DEA informant Barry Seale,
but had originally helped the FBI in the Garcia cage). Feldman gets authorization to
take. Robert Owen to a grand jury. He finds out that Owen was at “tons” of mest-
ings with “players invelved in both the Cuban and CMA organizations,” (Iran/

Contra Deposition of Feldman, Appendix B, Vol. 10, pp. 147, 149) R -,

December 29, 1986.—Grand Jury halts in order that case may be reviewed by In-

dependent Counsél Walsh, (Iran/Contra Depdsition of Feldman, Appendix B, Vol.

10, p. 149) . - o ]
January 21, 1987, —Independent Counsel Walsh declines Miami Neutrality Act
cases %ng) Féldman progeeds. {fran/Contra Deposititn of Feldman, Appendix B, Vol.
- April 7, 1987.—Feldman is interviewed by Independent Counsel Walsh's office.
(ran/Corira Deposition of Feldman, Appendix B, Vol. 10,p. 150) ~ " ..
“Angust 10, 1987 —FBI 302 of Frank Castro. Castro states.that in 1985 he weht,fo
Costa Rica to meet with John Hull at Hull’s farm, and that he was working with
Frank Chanes and Moises Nunez with Rene Corvo and -other Cubans, and that this
group had taken a number of Mariel boat Cubans from their ‘training. camp in
Naples, Florida to Central America to fight the Sendinistas. . . - - .
Augnst 20, 1987.—FBI 302 of Frank Castro, Castro re affirms’statements regarding
inyolvement of Corbo and others in military training in Naples, Florida béfore gbing
o Central America to fight Sandinistas. .-~ R
September 30, 1987.—The Justice Depafiment indicts Luis Rodriquez 2s a drig-
trafficker, for- smuggling which took place between November 1980 and Januaty
1983. (1.8, v. Luis Rodriquez, 87-01044, U.S. District Couirt for the orthern Distrigt

of Florida) . - u

stamps it at the Criminal Divisi ;
: on of the Justi partm
bei lfi.l (g‘elldman Memcom, subpoenged by Sﬁiﬁmm:e D?tte ) #n at 1047 AM Novern-
pril 5, 1988.—The Justice_ Department indicts Luis l?t

deJﬂmtfge 1985, artm

vy 13, 1988.—The Justice De indidt i

:Posey;; and others on :Ne'ut:rﬁllit;J Act ?afdmvségt;ogr;io ICa_.lero,

(ﬁ)l\d‘t-’xJu.1 %l;pport: for the Contras. - . 4 olation
y 27, 1988.—The Justice Department indicts’ .

, Jack Terrell, Tom
in connection with

others on Neutrality Act Rene Corvo, Frank ’

ey s and weapons viglationg i 0, Frank Castro and

_F{or;da tram_ ning camp and Guban—Americanomatli h?taryns mass' cﬁ?ﬁﬁ?‘t’? fzéﬂéotlii o oles,
: : as,

Avuad . Wirnessgs 1

guado, Marcos. A Nicara iving i

ARDE oond A Nicaraguan living in Costa Rica wh i

way, | Conira organization located ot the Southern Ffdntooi'eggd Cgiga;;ﬂsz;fdc;r—.thtg
. dinis

Awan, Amjad. A ; : '
national (BCi]'JD.. marketing manager for the Bank of Credit and Commercé Inter

Bannister, Gorman. The s . amin,
er, . The son of Ev i i ;
cugz::utly sn Iéhe Fit}l;erP&l Witness Pr:tzego?la;?olgea;a Bah # political operative
. bBerguist, Kenneth P. B ‘ Dy i ¢ ’
,fmﬁ!s, guist, | ‘Depment-ormer Depqty Assistant Attorney General, Legislative Af
. e}:znerén%aragis ‘;V?g?z a?ﬁ fetjera.} prisoger, convicted of runnin,
ang two months: -,.. cking in cocaine, =
iamby, Roger E. An exile fi iti [
o b ger E _ om Ha.1§1, currently emplo ive Di
, for e Haatlan -American Community Association gf %Z%:S Cz]:ﬁltnyel(\:f]lezz‘;i ]:3)‘1111')&9-
+" Blandon, Jose. Former Panamanian ' ’ .
1986 TRy s orme man Consul General, hased i
.x_-_x;‘elde;gi 58, and I:_:lhﬁlcai ¢onfidant of General Manuel Antoni in New York from
& En gra:l;g Juries; ;urreﬁtly in the Fed_eral Witmess Protection Progr
anklin egserf)ow ‘:elf—'s;}ggra; gzllls.g;er, c?rﬂicted in 1987 6? I%Irglcl)] i weapons
3 : ce o 3aTs; y
Mercen?;yis Eraining Sclgggl 1’(1’1 Dolg;a.:irtz %rgg;o;m er and oper.-
. ner, convicted in 1987 o : i y
. edzizo;raéln %ﬂpt oflGeqeral l\l[ongga in Panama; test?;ﬁggrggOEiiE hl\?rg_es; e
i redoral ex W.Jury eading to indictments of Noriega in J; nary, S5, oo before
] sder itness Protection Program. o » 1988; gurrently

5 Cash, i i )
‘ ash, Thomas V. Specml-Agenfi: in Charge of the Miami Field Division of the Drug

1 a continying
oW serving a sentence of 27 yearg

~Enforcement Agency.

1 This list inclides all witnesses who
i : 0 appeared i i i :
%gs since heen released by the Subcommittee in 1:111;1 t%“ul;hﬁéffeﬁfx oF 8oy In closed session

S{Law Enfor; H ot &
i e ey o Foreign Poliey.” Additonal witnosses who appeared Refars e Sroes
¥ fons” at, the conclumon of prie Lre Dot yet' released are listed separately under "]%2;%?:

r
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" Cekar; Octaviano. A Nicaragiah living'in Costa Rica who served a5 a political offi-
sial of the ARDE eontra éfganization bn the Scuthern Froit; brother of Nicaraguan
Resistance director; Alfreds Cesar. : oLt A

Chamorro, Adelfo Jose “Popo”. A Nicaraguan living i Miami, Florida; formierly
the logistics chief and second in cominand of the ARDE tontré organization on the
- Southern Front. . ‘ Tt Thne e
Crone, William. A U.8. citizen living in Costa Rica; 4 farmer and former business
_associate of Jokn- FIull. - L d i : R
o Feldngén,'Jeffre"‘ B. Former Assistant U.S. Attorney for the Southern District of
. Florida; assigned-to handle prosécution-of Miami Contig Neutrality Act and weap-

ons cases. S0 S .

Garcia, Luds. A Miami‘based naicotics irafficker who became a federal informant
from 1984-1987. : R . -
Gorman, General Paul (U.S.A-Ret). Former Commander of the US. Southern

Command based in Panama (1983-1985); consultant to the President's Commission
_on Orgmized Crime {1985-1986). Co . : i
- (3regorie, Richard DX Former Chief Assistanet U.S. Attorney (1987-1989), chief of
%rin’:ninal—'aiid Narcotics Divisions (1982-1987); Sounthern District of Florida, Miami,
lorida. 7. = - - woa . .
. Holwill, Richard. Deputy Assistant Secretary of State for the Carribbean.
Hood, Louella: A resident of Bradenton, Florida: who hired John Hull to manage
farm property for her in Costa Rica. o
Kellner, Leon B. Former U.S. Attorney for the ‘Bouthern District of Florida. -
Lawn, John C. Administrator, the Drug Enforcement-Agéncy. - - i .
Loeb, Gerald. A former pilot for Eastern Airlines; currently Chairman of Legisla-
tive Affairs for the Airline Pilots’ Association. ::'. Sy T L
" Lotz, Werner. A €osta Rican who became the- personal pilot for. Robert, Vesco,
former Costa Rican President-Caraze and -Costa Rican’ President Daniel Oduber;
owner of an air taxi service in Costa Rica; convicted in the U.S. for conspiracy to
import drugs in 1985 and sentenced to four years in prison; deported at the conclu-
sion of his sentence to Costa Rica. ~ - o
"Marum, Thémas E. Deputy Chisf of Internal Security Division, Justice Depart-

mént., .
Magyer, Martin P. An authority on banking, and author of such books as “The

Bankers and “The Fate ‘of the Dollar.” : . :
McCann, John H. A federal prisoner convicted in 1987 for running a continuing

- critninal enterprise in conhection with cocaine trafficking; sentented tp life without

parole plus 110 years; formerly a latwyer and county-judge. .
McNeil, Ambassadot Frineis. Former US. Ambassador to Costa Rica (1980-1983),
and former Deputy Assistent Secretary of State for Intelligenicé and Research (1984~
1987 ; : : : T o ‘
Worales, George. A federal prisonér convicted in 1986 for running a continuing
criminal enterprise in connection with cocaine trafficking; Sentencéd to 18 years.
* Morgenthau, Robert. District Attorney for-New York Courity. :

Murohy, Admifal Daniel P. (U.SN. Ret). Formet Chief of Staff to Vice President
George Bush; chief of the South Florida Drug Task Force; chairman, working group

of the Mational Nareotics Border Interdietion System {al)’ 1982-1985); currently
president of Mu¥phy & Deriory 1itd., a Washington,'D:C. consulting firm. -

Palmeér, Michael B. Former Delta Airlinegflight erigineer ‘and copilot; becamé a ¥
narcotics trafficker inF1977 with the Carroll marijuana smuggling ring; later becarme 2
an informant for the Drug Enforcement Agency; Viee President of Vortex, Inc., a

- ompany which provided services to the Contras &5 a contractor -of the Nicarsguan
Humanitarian Assistanée Organization (NHAQ). -~ e -

“Prado, Karol. A Nicaraguan living in Cdsta Rica whio served 4s chief of cormmuni- 5

cationsor ARDE under Eden Pastora. -

Quintana, Osvaldo. Presideht of Ocean International Seafood of Mismi, Florida; a -
in the 1988 grand jury indictment of Haitian Colonel Jean-Claude !

federal witness 1
‘Patll in Miami.~ .

Rehman, Aziz. A former employee of the Bank of Credit and Commerce Interna-

tiopal in Miami, Florida,

Richard, Mark, Former Deputy Attorney General, Criminal Division, Justice De- ;

partment. T S ) S Caa
Rodriguez,-Felix Isfpael, <A véteran of the Bay of Pigs and former, officer of th

Central Intelligence Agency; assigned by Oliver-North: in-September 1985 to main

tain Contra résupply operations at Tlopango Air Force base in El Salvador:

-enterprise in connection with narcotics trafficking; sentenced
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Rodriguez, Ramon Milian, A uing
Ro . A federal pri i

criminal enterorin o o & . prisoner, convicted of running a inui
ﬁcé:mg*ilsentlgnced-to n yearsef:mon with laundering drug money and narggi?iﬁntraf—

>anchez, Nestor. A former Cent; i

a I r miral Intelligence i i ivisi
Ali]flgjf;-g"ggp 1981)5’;;1?1;?%‘ é[)eputy Assistant Secret‘:fye %%YSIE:::J fﬁiﬁfnﬁmgmn
Affairs, Defensartme. efense (1981-1987) and currently consultant to the nggx

Sosa, Hon. Juan. Ambassado i
N 1, . r to the United S
Vogel, Michael P. A federal prisoner, convictz%tzsffmm Panznggixﬁnuin rimi
Mf:t}é?gabeom.lA narcotics field advisor to the Burean of I:Ei): o J——
; form I - -
er yua Drug Enforcement Agency field director. eroational Narcotics
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