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LETTER OF TRANSMITTAL

: U.S. SENATE,
CoMMITTEE ON FOREIGN RELATIONS,
o Washingiton, DC, April 13, 1989.
Hon. CrLATBORNE PELL,
Chairman, Committee on Foreign Relations,
U.S. Senate, Washington, DC.

Drar Mr. CHAIRMAN: 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 production of extensive documentation.

The Subcommittee’s investigations resulted in a wide-ranging
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
issues involving conflicts between law enforcement and national se-
curity. Appendices to the report detail allegations of how the Com-
mitﬁee’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 investigation has demon-
strated that the drug cartels pose a continuing threat to national
security at home and abroad, and that the United States has too
often in the past allowed other foreign policy objectives 1o 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,
: : JounN Kerry, Chairman.
- BRoCK ApAMS.
Danter P. MoyNIHAN.
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EXECUTIVE SUMMARY AND CONCLUSIONS

“The American people must understand much better 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 ceniered in Moscow.” 1

That warning was delivered in Subcommittee testimony by Gen-
eral Paul C. Gorman, riow retired and formerly head of U.S. South-
ern Command in Panama. Such a characterization, coming from an
individual who served with such distinction in the United States
Army, 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, the 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-traditional:sense, to
the ndtional security of' the United States. Well-armed and operat-
ing from -secure foreign havens, the cartels are responsible for
thousands of murders and drug-related deaths in the United States
each year. They exact enormous costs in terms of violence, lower
economic productivity, and misery across the nation."

The American criminal justice System has been overwheimed 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 criminal justice partici-
pants is the inability of the eriminal justice system to con-
trol the drug problem . . . through the enforcement of the
criminal law. Police, prosecutors and judges told the Com-
mittee that they have been unsuccessful in making a sig-
nificant impact on the importation, salé and use of illegal
drugs, despite devoting much of their resources to the
arrest, prosecution and trial of drug offenders.2 -

Attempts 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 Panl Gorman, Part 2, February 8, 1988, p. 27.

2 Oriminal Jugtice in Crisis, A Report to the American People and the American Bar on Crimi-
nol Justice in the United States, Awmerican Bar Associstion, 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 inroads are made into 51gn.1ﬁcant1y reducmg cocaine
usage in this country.

The narcotics problem is a national secunty and fore1gn 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
terrorists. \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 angd the Caribbean.

The Subcommittee investigation has led to the fo]lowmg conclu-
sions and recommendations.

PasT 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.S.’s ability to fight the war on drugs. Foreign policy pri-
orities .towards the Bahamas, Honduras, Nicaragua, an

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-

ga.

—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 accumulating near-absolute power in Panama. It is clear
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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 probiem. -

—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, Colombia, Bolivia 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-summit meeting of Latin American leaders to begi
developing-a strategy to deal Wlth this issue and related eco-
nomic problems.

—Narcotics law 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. _

ADMINISTRATIVE RECOMMENDATIONS .

——The Treasury Department should begin negotlatlens on gather-

- ing information on large foreign U.S. dollar deposﬂ:s as au-
thorized by the 1988 Omnibus Drug Bill.

—The State Departmient should make a special effort to control
multiple entry visas from countries 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 smuggling illegal narcotics. These air-
-¢craft are located throughout the United States, and those
which do not meet FAA spemficatmns should be grounded-im-

- mediately.

—I‘[ld.lVldllBJS 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-
“ly to the full extent of the law.

—A1l U.S. law enforcement agencies should devote signifi icantly
greater atteéntion 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.

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




ated in order to encourage the most talented and expenenced
person.nel to remain on the job. : . :

SPECIFIC LEGISLATIVE RECOMM:ENDATIONS

—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)(2)(a)Q)(ID), and
thus avoid the ‘mandatory sanctions contained in current law,
while still giving him other:optional sanctions. The proposed

" sanctions would include: prohibiting ships that have:stopped at
such'a nation within 60 days-from discharging passengers or
cargo-in the U.S.; denying landing rights in’ the U.S. to. the na-

‘tional airlines of such' a nation; subjecting goods and contain-
‘ers from any such nation to’special inspections, quarantines, or
other  additiorial - regulations to prevent them from being used

" to transport prohibited substances to the United States; deny-
ing or limiting non-immigrant visas .to nationals of any such

- nation; ‘eliminating Customs pre-clearance agreements with
any such nation.

- —=No govemment employee or official with respons1bﬂ1ty for nar-

. ¢otics issues in either the Executive or Legislative branches of

-~ government should be permitted to represent a foreign govern-
ment on narcotics matters for a period of th¥ee years after
they leave. The penalties for violating such a prohibition
should be the same as for v1olatlons of” thé Federal Regulatlon

- of Lobbying Act of 1946, -. .

—The Pepartment -of State should be requ1red to notxfy the Con-
gress within 10 days. whenever it denies a-request from law en-

- forcement for. reasons of national security .or- foreign. policy.
The notification should .include a full description-.of the reasons
for the refusal. Past decisions by the Department. of State to
end law enforcement operations on such- grounds should have

- been subject to. Congressmnal review; this provision would
ensure that Congress remaih in a posﬂ:xon to exercise overs1ght

“over such decisions:. °

—The Department of State should be prohibited from entermg
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 is under investigation before the Department enters
into any-contract with the company or individual.-

—No U.S. intelligence agency should be permitted to- malce any
payments to any person-convicted of narcotics related .offenses,
except as authorized in writing by the Attorney General in
connection Wlth the investigation or prosecutmn of crnmnal ac-
tivity.

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

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

—The Natiohal 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 matfers.

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
Chau-man of the Foreigh Relatlons Committee, 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 cloged session of the Committee on Foreign Rel ations 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 dea].mg adequately with the growing” global drug
problem.

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

In response, the Committee, at the direction of the then-Chair-
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 Intermational Operatmns
chaired by Senator Kerry, W1th Senator McConnell serving as the
ranking-member.

The Subcommittee conducted fourteen days of open hearings,
nine executive sessions, and received 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, mcludmg the Drug Enforcement
Administration, the Federal Burecau 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 I.nvmtment Corporation and the National Se-
curity Council. :

In, addition, the full Forelgn Relation, Committee- conducted ex-
tensive questlomng 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 Anm-Drug Abuse Act of 1986. The
law requires the Preﬂdent to certify that major illicit drug produc-
ing country or a major drug-transit country cooperated fully with
the United States in the_ previous year, or took adequate steps-on
its own, with réspect to ]]]1011: drug production, traffickmg a.nd
money laundermg :

. One hearing was conducted _]omtly by the Subcommittee on Ter-
rorisin, “Narcotics .arid International Operanons and ‘the Subcom-
mittee on International Economic Policy.

In perparatlon for the hearings the staff interviewed dozens of
péople_in" and o6ut of government. Many of ‘these interviews were
kept'confidéntial to ensure' candid dlscussmns The Subcommittee
“traveled to Costa Rica where deposﬂnons were taken and interviews
conducted with present and former goveérnment officials. -

By agreement ‘with Chairman Daniel: :Inouye of the Senate Select
Committee on'Secret Military Assistance %6 Iran and the ‘Nicara-
guan- Opposition, the staff assigned 'to- the -investigation - were
cleared to review the documents provided to the Select Commiittee
in the course of its investigation. The Committee staff reviewed
thousands of Select Coifimittées documents; including-the ¢classified
version of notebooks maintained by Oliver North during the penod
he was at the National Security Council, the “North Diaries” -~ :7

A number of witnesses and prosPectwe withesses ‘weére convicted
felons, having been imprisoned for narcoticsrelated offenses: The
Subcommittee made use of these witnesses in“dcéordance with the
practice of Federal and .State prosecutors, who routinely rély on
convicts as witnesses in criminal ‘trials because they are the ones

“with the most iIntimate knowlédge of the criminal activity. '

-All witnesses who appeared before the’ Subccmmﬂtee d1d £0
under oath and the threat of prosecution for: perjury. 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 sessmn, the Subcommittee staff attempted to corroborate the
witnesses’ - stories. Many of the witnesses were considered . ‘suffi-
ciently credible to have been used by: prosecutors in grand: jury-in-
vestigations and trials, including the major féderal narcotics pros-
ecutions of General Noriega, Medellin cartel leader Carlcs Lehder
and officials in Haiti and the Bahamas.

Gaining access to. convicted felons and mak:ng arrangements to
have them testify required the cooperation of the.Department of
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Justice and numerous U.S. ‘Aftorneys. In some cases the coopera-
tion was excellent, while in others 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 Subcommittee was interested
in the larger policy questions and was not seekmg to develop spe-
“cific cases against md1v1duals

THE -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 primarity
a law enforcement problem. While pubhc debate over the drug
problem focused on improving international and domestic law en-
forcement efforts, the size, capabﬂlty and activities of the cartels
were rapidly expandmg

There are probably few issues which have ¢aused greater strains
in our relations with other nations, particularly with our Latin
American neighbors, than that of international drug trafficking.
The problem has given rise to a2 growing frustration in the Con-
gress over the seeming inability of many nations in the hemlsphere
to elirhinate or curtail the production or transshipment of cocaine
and marijuténa destined for marketmg in the United States. On the
other hand, there are valid concerns on- the part of our Latin
American allies that were it not for the demand pr obletn in the
United States, the drug issue would be of more manageable propor-
tions.

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

In the post-World War I 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 to 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’s, 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 force with economic resources of a
‘magnitude to shape developments in Central and South Amenca
and throughout the Caribbean. - :
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s The most powerful “of the Latin American drug cartels are locat-
ed in Colombia. The Colombian cartels constitute an international
underworld so extensive, s0.wealthy, and so powerful, that today
they operate virtually unchallenged. They have organized them-
selves into elaborate conglomerates for the purposes-of growing,
harvesting, processing, transportmg, selling and repatriating their
profits from cocaine and marijuana. Men like 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 magnltude of the profits associated with the international
drug trade is staggering. The June 20, 1988 edition of Fortune Mag-
azine reported that the global .drug trade may run up to. $500 bil-
lion ‘a year, more than twice the value of all US. currency in circu-
lation.

As w1tness after witness stressed to the Subcomrmttee, the car-
tels are driven by finrancial 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
deeply inimical to the national securlty interests .of the United
States. _, _

DoMESTIC EFFECTS OF INTERNATIONAL Druc TRAFFICEING

-To appreclate the degree to which -the mternatmnal 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 w1th1n a mile of their home

. In addition: .

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

- . sumed here in the United States; -

—gome twenty million Americans smoke manjuana, nearly six
million regularly use cocaine, and half a million are addmted
to heroin;

- —the National Institute for Drug Abuse reports that cocaine re-
lated hospital emergencies -have. risen nearly 600 percent: be-
tween 1983 and 1987. Cocaine-related deaths have risen from
under 400 in 1988, to nearly.1,400-in 1987, the last.year for
whlch such statistics are. ava:llable,

—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;

—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 cannof come up with a reasonable estimate as to how
much cocaine reaches the streets of our country 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.

EFFECTS 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 v101ence, have htera]ly bought governments and destabilized
others. .

In Colombia, the cocsine 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 vioclence. In the past two years, 57 judges, in-
cluding half-of the Supreme Court, and two cabinet officials have
been ' assassinated. - A:year ago, Colomblas attorney general was
niurdered by cartel assassins. - .
- While Colombia’s demoacracy has been threatened Panama’s has
been  stolen. The relationship-established in .the 1970’s between
drug traffickers and a little-known 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 maney-
lau.ndermg center. The trend toward democratlzatlon was reversed
in Panama, and Noriega now presides ‘over the hemlsphere s first
“narcokleptocracy.” t -

The corrupting mﬂuence 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.

1 Sae Subcommittee testimony of Raman Miliar Rodriguez, Part 2, p. 255.
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In 1987, the Colombian cartels established a 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 network in the
United States. ThJs network is cheracterized by a high level of vio-
lence associated with its operations. -

The cartels now pose a serious threat to Costa Rica, having es-
iablished themselves in thé 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 ill-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 Sendero
Luminoso’s efforts to topple the democranca]ly—e]ected government
of that country.

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

primary source of herom and marijjuana entering the Umted
-States. . .

" Elements of the military in Honduras are involved. in. drug-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 country, there is concern that the expenence
in Panama could be replicated in Honduras.

In Paraguay, drug corruption within the military also has been &
serlous problem for some time. Despite the fact that Latin Ameri-
ca’s longest-standing dictator, General 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 lmked in press reports as a ma_]or
ﬂgure in the drug trade -

TI-IE NATIONATL SECURITY IMPLICATIONS OF THE DRUG TRADE

The cartels want stable governments in Latin America, but week
institutions which they can control. They want a climate in which
they can do business freely, without government interference. In
many countries of Latin America and the Caribbean, they have
succeeded in accomplishing this goal. ,

2 International Narcotics Control Strategy Heporl:, US Department of Stata, Bureau of Inter-
pational Narcotics Matters, March 1988, p. 108

e e m——— b e
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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 ideology—on the right
or the left. General Paul Gorman, in his testimony before the Sub-
comléiilttee described the problem very succinctly when he ob-
served;

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

Such alliances have been eéstablished with left-wing insurgent
groups such as M-19 in Colombia, and the Sendero Luminoso in
Peru. General Noriega in Panama has been a major figure in the
clandestine arms trade, 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.

If allowed to continue unchallenged, 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 America 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 sertous 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 rights 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
heen 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 known 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 strategy and allo-
cates the resources necessary to wage effectively a war on drugs.
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- SYNOPSIS OF THE REPORT

In preparing this report the ‘Subcommittee , has attempted to
define the nature of the problems associated with the operations of
the cocajne cartels. There are individual 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 address other major problem countries such. as Mexico,
Paraguay, Peri1, and Bolivia, or the emerging problems in Braz:l
Nevertheless, the problenis and the patterns of corruption are simi-
lar in these countries as to those addressed by the Subcommittee.

A separate chapter ‘is devoted to“the ‘allegations of involvement
of drug traﬁ'ickers with the Contra movement and. thelr supply op-
erations.

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 cartels’ power is based. The Sub-
committee members believe that a concerted attack on-the cartels’
money—laundermg operations may be one of the ‘most effective
means to strike at their most vulnerableé point. - = -

A separate-chapter is devoted to an*examination’ of the conflicts
between law enforcement agencies and the foreign policy and intel-
ligence agencies of the U.S. government. For example, the DEA
still maintains that it is receiving cooperation from Panama in
U.S. drug enforcement efforts. Yet William Von Rabb, the Commnvis-
sioner for U.S. Customs, has testified before the Committee 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 glvmg the U S.
in drug seizures and arrests virtually meaningless. -

The Report also includes appendices concerning the notebooks
maintained by Lt. Col. Oliver North, and their relation to the Sub-
committee investigation, and on allegatlons concerning interfer-
ence by government officials in the 1n1tlal stages of the Subcommit-
tee investigation.

The members of the Subcommlttee are hopeful that, if nothing
else, this 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. After 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.

ObeN Issues AND SuBJECTS REQUIRING FURTHER INVESTIGATION

This .report should be considered a first step toward a fuller 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-launderirig allega-
tions involving the Bank of Credit and Commerce International
should be completed. Developing an effective strategy against
money laundering will reqguire 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 cloged to drug money and if assets owned by the
drug .cartels. can be selzed large- scale tra.fﬁckm_g can be more
easily controlled. . :

2. Serious quest1ons ‘abut the adequacy of the Neutrahty Act in
controlling the activities of mercenaries and seldiers of fortune
arose during the hearings. The Subcommittee should examine the
problems the Department of dJ ustlce has had usmg the Act and con-
sider its revision.

3. The Subcommittee has recewed allegatlons 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 Colomb1—
an cartels. These allegations require thorough examination.

"4: The Subcomnnttee has received allegations that heroin dealers

'used the war in Afghanistan.as cover for their operations. There

are-reports. of guns for drugs exchanges and significant drug: relat-
ed - corruption.. 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 trafficking as a source:of .income

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

weapons purchases.” # 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 corruptlon ‘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 transshlpment .of cocaine to the United States.” 4
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 resources to investigate thoroughly the. situation in
Mesxico,- this wiil be a contmmng focus of the Subcommittee’s work
in the future. _

.Other pending busmess 1nc1udes the effort by the Forelgn Rela-
tions Comipittee 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 testl_'fy The Subcommittee
will. continue to seek to obtain those notebooks. A detailed discus-

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

4 International Narcoties Control St:rategy Report, TI.S. Department of State, Bureau of Inter-
national Nareotics Matters, March 1989, p. 108.
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sion. of the North notebook problem has been mcluded as an appen-
dlx to thJS report o

. THE B'A}LAMAS
B INTRODUCTION

Because oft its geography, smuggling has been part of- the Baha-
mian econoihy throughout its’ history. The Behamas is’a- chain of .
T00-coral islands of which just 29 are inhabited: The Bahamian ar-
chipelago stretches 750 miles, from Cuba and Hlspamola to just 40
mllesfoif thie’southeast coast-of Florida, ~ # -

‘In- the yéars after World War TI, -the development of the Baha-
ryah ‘ economy- focused ‘en téitrism, while-a group of British busi-
nessinen known locally asthe “Bay Street Boys” controlled most
aspects of the local economy. The Bay Street Boys represented
gambling-interests, as wéll as the merchant class. In 1967, a more
broadly-based Baham1an Party; the Progresswe L1berals Party
(PLB), led by Lynden Pindling; toek power,

Within .a-year of its 1973 independence from Brxtam, Bahamian
law enforcement authont;es were ‘warning’ that’ drug trafﬁckmg
was a “serious’ problern,” and by 1979, thit problem was ‘a crisis.}

In‘ the'late 1970’s, both the narcotics smuggling ‘and govérnment
‘corruptmn in the Bahamas grew at ah extraordinary rate.- Initially,
marijuaha was. the- principal narcotic stmuggled through the Balia-
mas, but cocdiné became an increasingly significant factor in ‘the
'early 1980’8 As-of 1988, the Baharias remained a major transit
‘country for both'drugs, with-50 to 80- :pexcent of all the cocaine and
manJuana entermg the U. S transﬂ:mg through Baham1an tem-
tory.2

Witriess after’ mtness appearitig’ before the Subcommlttee testi-
fied to using one or another Baharman 1sland to drop drugs for
‘transfer to fast boats or smal] planes.®

- Luis “Kojak™ Garcia, a former smugglér who gave up this voca-
tion voliintarily to become a DEA informant, testified that by di-
viding a load of drugs ' among ten fast-Boats corhing 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. Custoins Service
and the Coast (GGuard could not possibly check the. thousands of
‘boats and planes travehng regularly bet’ween*the Bahamas and the
United States.>: .- &

While the geography of the’ Bahamas is 1deal for smugghng, and
inadequate law enforcément resources ‘assuré traffickers of being
-ableé to move significant ‘qizantities of drug'é. 10 the United States,
cooperation from-Bahamian officials to protect theu_' operatmns

EX Parad.lse Lost,” The London Sundady Times Magaz:ne Sept. 29, 1985, p 34. 7

2 Internotionzl Narcotics Control Strategy Report, U.S. Department of State, March 1988, P
150.

3 Subcommittee testimony of Gart Beizper, Part 8, April 7, 1888, p, 252 and Subcommittee
testimony of Gearge Morales, Part 1, July 14, 1987, p, 60 and Part 3 Apnl 7, 1988, p. 306; also
see generally subcommittee testimony of Luis Gama, Part. 1, May 27, 198‘7 PP. 5..21 )

 May 26, 1987, prehearing interview with Luis Garcia.

$ 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.5 .

Luis Garcia, & major smuggler of marijuana who became a DEA
mfor;pant in 1983 testified:

, I was heavﬂy involved in smugglmg drugs mto 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 to the Bahamian authori-
ties from the lowest. ra.ukmg 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 stccessful.?

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

According to Garcia, a typical shipment- of 6,000 to 8,000 pounds
of marijuana cost- $130~150 000 in bribes to Baharman officials.
Moist- of that went to police, immigration and custorn- officials.
Awiong those bribed were the chief of the Bahamian drug task
force, whom Garéia said he had on- his payroll, and a former chair-
man 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 shipmeént® - :
 In'the early 1980’s, the bribes ensured the smugglers a sanctuary
from U. S patrols As Garma testified:

.t somebody is. chasmg you up there 30 miles out in
the ocean and you see them coming, you can turn aroind
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.!® '

GROWTH oF QFFICIAL CORRUPTION WITH VESCO AND BANNISTER

‘In 1972 Robert Vesco ﬂed the United States hawng 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. Bannister
and Pindling in return provided Vesco protection from extradition.
I part, as a .result of hig dual relationship with Vesco and Pin-.

& Betzner testimony, Part 2, pp. 252-253; Marales testimony, Part 3, p. 293, Part 1, p. 61 and
Garcia testimony, Part 1, p. 1 10.
7Garcratest1mony,Partl p. 5.
& Thid, pp. 6-11.
8 Thid, pp. T-10.
18 Ihid, pp. 18-14.
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‘dling, Bannister became increasingly influential in the Bahamas,
and became known to many narcotics 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 returning as a consultant
when the Pindling government came to power in 1967. Bannister
then devoted his attention to providing assistance to clients as di-
verse as Resorts Internationial, one of the Bahamas’ principal gam-
bling operations, and to Anastasio Somoza when he was a fugitive
from 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 “tbe man.” Gorman understood that to mean the
money went to Prime Minister Pindling.*

Everett Bannister assisted drug 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 Wlthout official
interference, and warned them of impending drug ra;lds 18

USE oF NORMAN’S CAY FOR SM'UGGLING

" 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 amval
of Colombian- cocaine traffickers. Vesco had left the Bahamas m
1972, after the bank failed and U.S. pressure to extradite him gr
But he returned in_ 1978, after establishing a relationship W1th 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- smugglmg cocalne A0 the United States.14

In 1978, Lehder bought most of Norman/s:Cay, one of the Exuma
Islands, ﬁfl:y miles from Nassau. By the end of the year, Norman’s
Cay was home 10 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- hdngar which had cocaine
storage facilities inside and was using the 1sland ag a transship-
ment and distribution point for cocaine commg ifito the United
States.15

Lehder’s behavior led a number of U. S property owners on the
1sland 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 hig visit to the Embassy
and hig complaints about the cocaine operation. Lehder’s associates
surrounded the plane when it returned, smashed the radios,

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

13 Garcia testimony, p. 15; Bannister testimony, 31:»;:0 34, 86.

14 “Copnine Islands.’ NBC Nightly News, April 30 1967,

15 “Bahamas: Smugglers' Paradise,” NBC 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,?®

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 thie 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 smuggling operatior to Haiti.1?

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’Affzires Antippas.18

The Subcommittee received. téstimony from Gorman Bannister
that his father Everett Bannister was the person who had tipped
Lehder off to the imipending 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. BannisTer. Well, as I recall, he just made a phone
call to Carlos letting hJ.m 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, “Llsten the
police are going to raid Norman’s Cay on a certain day,
clean 11: up.” And when they went there, they didn’t .
find . . . anything.”’

When an opposition member of the Bahamian parhament
Norman Soloman, began to complain to Bahamian and U.S. au-
thorities about the situation involving lLehder’s use of Norman's
Cay for narcotics traificking, 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

’;: ‘I'tffadradise Lost,” The London Sunday Times Magazine, September 29, 1985, p. 87.
id.
18 Thid.
19 Rannister testimony, p. 34.
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“animals.” Bannister testified that his father viewed Lehder’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.

REsSPONSE BY UUNITED STATES 70 LEHDER PROBLEM

A Subcommittee staff review of the pert:ment cable traffic from
the Embassy during the relevant period shows that the U.S. Em-
bassy contmuously 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.

These cables led to a 1982 meeting between Vice President Bush,
Admiral Daniel Murphy and Bahamian Prime Minister Pmdlmg,
at which the Norman’s Cay problem was raised. The Vice Presi-
dent chastised the Prime Minister for what was taking place.
During 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.2?

Despite this confrontation, there was no follow-up by the United
States. Instead, with .the appointment of a new Ambassador,
United States—Baham1an 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 nghts for the United States.22

Law enforcement agencies and prosecutors  in south Florida
noted the policy shift. These officials were attempting to obtain
State Department cooperation for sting operations aimed at Baha-
mian officials, and for their efforts to extradite traffickers from the
Bahamas. These actions were met with defference and In some
cases hostility from the Ambassador.23 =
' On September 5, 1983, NBC “Nightly News” exposed the Nor-
man’s Cay scandal "and dn-ectly accused 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 Commissiori of Inquiry to probe drug traffick-
ing and drug-related corruption in the Bahamas. The Inguiry
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-
bia. None of these events changed the role of the Bahamas as a
imajor transit point for cocaine traffickers or diminished the cor-
ruption within the Bahamian government. :
~ Subcommittee 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 again became a major priority of the Embassy.

20 Thid, p. 36.

21 Suhcomm1ttee testimony of Admiral Danjel Murphy, J uly 14, 1988, Part 4, pp. 259-280.
22 NBC, Broadcast, March 18, 1987,

23 Spbcommittee testimony of Richard Gregorie, July 12, 1988, Part 4, pp. 160-161.
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- EXTENT oF BanamianN CorruPTION Topay

The State Department’s arnual report on international narcotics
control details the degree to which corruption remains today an es-
sential element of the Bahamas' status as a major drug transit
country.

According to the 1988 report the Bahamas still is experiencing

“systematic corruption, which continues to mike the Bahamas at-
tractive to drig traffickers.” 2¢ The report notes that investigations
into official corriiption 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 personnel are not normally charged or tried in court for their
offenses. Instead, they are merely forced to retire.25

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-
ics-related corruption.2® Nottage 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
enactment.2? In 1988, only one person, a Bahamian policeman, was
convicted under this provision.2®¢ The March 1989 report stated
that “narcotics related corruption continues to be a problem,
making the country attractive to drug traffickers.” 22

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.3° .

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
questmn of why the Bahamians themselves have not investigated
Bowe's activities. U.S. law enforcement authorities 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 authontles if they are indeed concerned.with cooperatmg .
with the U.S. in the war on drugs

Nevertheless, the United States has continued to certify the Ba-
hamas as prov1d1ng “full cooperation” in fighting the war on drugs.
The United States has done so on the ground that the Bahamas

24 International Narcotics Control Strategy Report.
25 Department of State, March 1988 p. 151,

26 Thid.

27 Thid.

28 Tpid.

29 Thid, pp. 154-185.

0 INCS% Department of State, March 1589, p. 123.
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has taken adequate steps on its own to control drug production,
trafficking and money laundering. .
" Assistant Secrétary of State for Narcotlcs 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 Subcomittee, as well as the State
Department’s own International Narcotics Control Strategy Eeport,
document. that corruption in the Bahamas continues to be the
major obstacle to cooperation. , S .

-BanaMas SeExs To INFLUENCE U.S. POLICYMAKERS

In 1985, the increased public attention to the role of the Baha-
mas as a base for drug smuggling led that government to seek the
advice of a U.S. public relations firm. The firm; Black, Manafort,
and Stone, submitted 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 memorandum,
Black, Manafort suggested that public attention be focused on the
demarid side of the drug issue, thus diverting attention from the
narcoticsirelated: problems on the " islands.- The - Black:-Manafort
principal ‘assigned to the matter; Matthew Freedman, was a former
senior State Department official who had handled narcotlcs
issues.32-

Shortly after the 1984 U S. election, B]ack—Ma.nafOrt advised the
Baham1an government that “perception by ‘Ofﬂmal’ - Washington
will frequently drive the realities which will affect . .. policy deci-
sions. In this regard; the Government of the Bahamas is operatmg
in a negatively charged atmosphere.” 33 + ~
"~ According to Black-Manafort, the Department of State and the
Department of Defense wished to maintain a “solid relationship”
with the Pindling Admmlstratmn, 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 part:c:patmg in the drug trafficking, that the
Pindling Adminisiration is about to ¢ollapse and much more.” 34

Black—Manafort advised the Bahamian government that it
needed 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 so as to “affect Treas-
ary and Justice policy.” The memo went on to suggest that the per-
sonal 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-

31 Thid, p. 122.

az I%ecunty and Development Assistance, 8. Hrg. 100-361, Part 2, March 16, 1987, p. 48.
33 Thid

a4 %emorandum Black, Manafort & Stone ta Gavernment of Baham&s Novembher, 1984,
38 Thid.
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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, Admu-al 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. 37

The role of the U.S. consultants raises troubh.ng questions about
confhct 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 mdlrectly, in the drug trade.

BAI-IAMIAN “CooPERATION”

Shortly after the Bahamian government retained U S. public re-
lations consultants, it suddenly began cooperating on some drug
issues on the advice of its comsultants. 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-to allow foreign nationals arrested for drug smuggling
leave the country after posting bail, and continued to make it diffi-
cult for 1J.S. authontles to.participate in the destruction of selzed

<, o8

T%e Baham1a.n mﬂmgness to cooperate with iriterdiction efforts
has created a.pro-Bahamian constituency- in interdiction-related
agencies 'such. ag 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 Ass1stant Secretary of State for Inter-U.S. Affairs Richard
Holwill noted,. “. ... notwithstanding the cooperation, there has
been an increase in trafficking.” 39 The Assistant Secretary of
State for International Narcotics Matters and the Administrator of
the DEA acknowledged that the Bahamas remains a significant
transshlpment point.*¢ , -

CoNCLUSIONS “

The case . of the Baha.mas illustrates many -of the failings of
United States foreigh 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 dJmmlshed the

32 Thid.

37 Thid.

38 Forej Agent Reglstraﬁons maintained by Secretary of the Senate, 1985-1988
39 L %;? testimony, pp. 263264,

ae Su.hcomm.lttee testimony of Richard Halwill, July 11, 1988, Part 4, p. 61.
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decreased. attention to the problein went largely unnohced m
Washingtén.,

2. There was not any coordinated fo]low-up to strong m1t1at1ves
The Viéé President’s meéting With Prime Minister Pindling was
followed by a’ fouryear hiatus before significant pressure was ex-
erted on thé Bahamian Government relative to the drug issue.

3. The Administration did not regard the Embassy in the Baha-
mas as an important post becduse of thé country’s location, size
and political system. Mr. George Antippas remained as the Charge
for more than two years before ‘a new Ambassador was appointed.
His replacement had little experience in Caribbesn affairs and did
not exhibit any -feelifig for the importance of -the-drug issue. The
currerit Ambassador has demonstrated an understanding of the
drug issue, and has ¢levated this issue to the top of the U. S-Baha—
mian bilateral agenda.

4, There was little or no direct coordmatmn 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 U.S. govemment
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 U.S. -

Yet the Bahamas continues to be the major transit point for co-
cdifie and marijuana coming into the U:8. Even though lawshave
been -enacted - to ‘allow sétzure of drugrelated assets, no sich sei-
zures have taken place. Few; if any, drug traffickers arrested in the
Bahamas 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 reasoh, one ‘of the- most .important issues in Umted
States—Baham;tan drug cooperation is extradition, especially of pex-
sons indicted in the United States “who have alleged ties to Baha
mian govérnment officials. "~

In the past, the U.S. ‘Customs Service has expressed some 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 individiuals 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-
ual 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 thé 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 regolving these problems. In addition, thé Sub-
committee believes the President should retain, as an optional
sanction, the ablhty 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.

APPENDIX: 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 ac-

-counts. On December 27, 1988, Chairman Pell was notified in writ-
ing by the Department of State that the declassification request
had Béeh 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," 1988, and the Septem-
ber 5,.1983, NBC transcnpt are included as appendlxes at the end
of this sectmn

U.S. DEPARTMENT OF STATE,
Washington, DC, Decermber 27, 1956.

Hon. CraropNe PeLL, ‘
Chairman, Committee or. Foreign. Relations, B
U.S. Senate, Washington, DC." :

Dear Mz, Cuamman: I am replymg to the request fo the Department of Decem-
ber 1, 1988, that it review for declassification 11 documents which were transmitted
at that time.-Concurrentl)r, the Department was requested to retrieve on additional
document from its files and to review it alsp 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. Thoge
portions that must be withheld are bracketed in ink. In all cases where material has
been excised, the relevant subsections of Executive Order 12356, Section 1.3(a)3) and
(&) 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 R are essentm]ly comprised of sensitive material, the disclosure of whlch
could adversely affect our bilateral relations with the Government of the Bahamas,
These documents contain foreign government information provided in confidence as
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well es confidential US assessment and recommendations. In addition, document
No. 3 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
co%nunications exempt from disclosure under the deliberative process or similar
priviiege. . : .

We believe that the Department of Justice has significant equities in two docu-
ments, Nos. 9 and 12, which we believe contain sensitive material, the disclosure of
which could be injurious to our relations with the Bahavas. As above, these docu-
ments contain foreign govermment information provided ip confidence as well as
confidential US government assessment. Therefore, the Department of Justice
should be asked to review this material.. We have written the relevant subsections of
E.Q. 12356, Section 1.3(a)(3) and (5) in the margin adjacent to the sensitive material.

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

With best wishes, _

Sincerely, ' .
J. Epwarp Fox,
_ Assistant Secretary Legislative Affairs,
Enclosures: Documents Nos. 1 through 12 * -
o - . [Memorandum]

To: Department of Defenge: Attention: Ms, Helen Young.

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

Date: September b, 1988, T p.m., Washington, DC.

Subject: The Navy and Bahamas. o '

ToMm Brokaw. Robert Vesco is American’s most notorious fugitive, For years law
enforcement officials have been trying to nail him on a variety of charges, most of
them :]'ieégted to the disappearance of millions of dollars from.a company that Vesco
contro . . . ) . . .-
~ 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 Vesco connection ds
powerful and illegal. : . CL : ST DR

BriaN Ross. For more than four years now, this beautiful, seldom visited island in
the Bahamas, just 200 miles from the Florida coast has been the base for one of the
biggest drupg smugeling operations in the world. o
- “The island is:called Norman’s Cay, and here,'in the middie of nowhere; a emug-
gler's dream. Refrigerated hangars store tons-and tons of cocaine -and.a million
dollar paved runway long encugh to handle jet Planes. o o :

This is the man who dreamed the smuggler’s dream, the man at the top of the
Norman’s Cay smuggling operation: Robert Vesco, the acensed Wall Street master
swindler who fled the United States ten years ago and is now said to have made
millions of dolars in the drug business in the Bahamas since the late seventies,
when these pictures were taken.,

Maw. He roams the streets freely, usually with not more than two bodyguards.

Roas. This Florida drng agent worked undercover in the Bahamas., - o

Man. Mr. Vesco was involved very heavily in the cocaine traffic, he was a major
financier, he provided some of the muscle, protection for different groups of smug-
glers and that his—the msjority of his empire was being held together by money
that he was making from narcotics 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 fo smuggle cocaine and marijuana info the United States.

Authorities say Vesco's Colombian cocaine supplier is this man, Carlos Lehder,
like Vesco a fugitive from American justice, -

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

SeconD Maw. Law abiding Christiane—— . :

[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 intelligence report Says a Vesco associate has been, “alleg-
edly paying approximately $100,000 per month in Bahamian officials, including

. Prime Minister,”- a '

Mr. Prime Minister, can 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 week, some of the very Bahamian officials suspected
gi being involved in'drug. corruption with Vesco and others, speak boldly against

ugs. .

Terp Man. I say crime and drugs is frustrating our positive image in the coun-

try. _

Ross. This is Kendal Nottage a member of the Bahamian parliament and a cabi-
net minister. NBC News has learned that this summer, the FBI was actuall
making plans to try to arrested Nottage as part of a big Federal effort to crack
down on the drag 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. Dopriansgy. I've stopped it.

Ross. United States Ambassador Lev Dobriansky says one of the reasons he
stopped the FBI investigation was that it might upset delicate negotiations with the
Bahamians over a US Navy submarine testing base in the Bahamas.

Ambassador DoBr1aANSKY. This could be very embarrassing—it could—naturally
would be—and it could be very destabilizing. When you look at the total picture: I
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 coming through the Bahamas.

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

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

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

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 America. What they cannot buy, they take, often using vio-
lerit 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-

t Subcommittee testimony of General Paul Gorman, Part 2 Feb. 8, 1588, p. 31
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litical stability, but in the context of a government ovér which they

exercise control. In Colombia, democracy still exists, but many of

its institutions have been reduiced to near impotency:- The Colombi-

an judicial system, for instance, has been effectively neutralized as

the government has proven incapable of arresting or prosecuting

téhe major traffickers, much less extraditing them to the Unlted
tates. :

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 violence and corruption in
that country have worsened, there have ‘been differences in the
U.S. government as to the appropriate strategy to purkue.*These
differénces have undermined anti-rarcotics policy in that country.

Testifying before the Subcommittee, General Paul Gorman, the
former head of the U.S. Southern Command detailed shortcomings
in U.8. narcotics policy as it related- to Colombla Gorman made
four points: :

First, we ‘have been promlsmg the Colom-b1a:ns matenal -
help since 1983. We have simply not delivered. Whether -
that help is radars or modern helicopters or actionable .in-
telligence, the rhetoric of the United States has consmtent— -
ly outrun its performance.- 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 narco-
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 demswe strate-
gic defeat for thé narcotraficantes.

And four, the U.S. has failed to engage the capabﬂmes ‘

~ of the Colombian Armed Forces.?

Gorman characterized U.S. efforts in dealing with tbe Colombi-

ans on this problem as having been “half-hearted.” 3

ORIGINS OF NARCOTICS TRAFFICKING 1IN COLOMREA

During this decade Colombia has gaired 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-
amanijan growers around the turn of the century. However, it was
not grown in any significant quantities until 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 actua]ly supplant—
ed Mexico as the chief source for marijuana worldwide.* "

® Subcommttee testimony of General Paul Gorman, Part 2, Feb 8 1988, pp. 33-34.
* Tbid
4Bagl£y Forezgn Affairs, Vol. 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 Subcommittee received testimo-
ny from convicted marijuana smuggler Leigh Ritch that clearly il-
lustrated both of these developments.s

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 growm 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 to 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 helongings 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 Colombi-
ans including, Pablo Escobar, Jorge Luis Ochoa Vasquez and Carlos
Lehder, seized control 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.

-

. ORrIGIN 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 faor
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 meeting of the drug kingpins at his restaurant on the out-
skirts of Medellin, Colombia. Each drug kingpin who attended the

& Ritch i serving a 30 year sentence without parole in a Federal prison for directing a ¢rimi-
nzl] enterprise,

¢ 1 eigh Ritch testimony, Feb. 8, 1988, p. 63.

T Foreign-Affairs, Vol. 67, No. 1, p.74.

8 Suheommittee testimony of Ramon Millian Rodriguez, Part 2, Feb. 11, 1988 p. 248.
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meeting reportedly contributed $7 million to create an orgamzatmn
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 poht1ca11y
and economically. You must remember M-19 is Marxist Iemmst in
ideology and the cartel is a capitalist enterprise.” 9

The newly formed drug trafficking organization, whlch came to
be called the Medellin Cartel, raised a 2,000 man army .and
equipped it with automatic weapons. This army subsequently en-
gaged the revolutionaries in a bloody war, and won a decisive victo-
Ty.2¢ 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 dlsembowled with signs on
them to discourage the population from cooperatmg with them.” 12

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 providing these semces, the M-19 re-
ceives money and weapons from the Cartel.?

The war with M-19 also resulted in a loose alliance of the key
leaders of the drug trade in Colombia. After 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.13 .

Cooperation among the trafficking organizations has even been
extended to risk-sharing associated with drug shipments sent to the
United States. - As the International Narcotics -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. Tt is reported-
ly now possible to insure a load against seizure.”14

As cooperation among the Colombian drug organmatmns in-
creased, so did the production of coecaine. 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 mterrupted in any meanmg’ful way.

“ ORGANIZATION AND WEALTH

The cartels became in essence, vertlcally integrated busmesses,
controlling anywhere from 60% to 80% of all the cocaine coming
into the United States. The Medellm Cartel, in pamcular perfect—

¢ Ihid, p. 248.
18 Farezgn Affairs, Vol. 67, No. 1, p. 76.
11 Subeommittee test:.mony of Ramon Milian- Rodrtﬁu&z, Part:2; Feb 11 1988 p. ‘)49
12 Suhcommittee testimony of Richard Gregorie, July 12, 1988, gyg :
13 Closed Subcommittee testimony of Miami LaWyer April 6, 1888, p

91“ International Narcotics Control Strategy Report, 1. Department of State, Ma.rch 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 the production side of the business, the Ochoas han-

dled processing and transportation, and Lehder, prior to his arrest,
handled the distribution end. General Gﬁrman 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.!6
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 organizations have more than 8,000 mem-
bers 17 L

This complex and elaborate organization earns an estimated $8
billion for the cartels eat¢h year. Forbes Magazine has listed Ochoa
and Escobar as among the richest men in the world.#

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

In testimony befor—e the subcommittee, a Miami lawyer who met
cartel members in Colombia described an enormous ranch with
many thousand head of cattle, a palatial farm house and swimming
pool20

Ramon Milian Rodnguez, 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 electricity, . . . 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, “T've imported rhi-
noceros and other weird animals that you wouldn’t believe.” 2!

Rather than being perceived as outlaws and outsiders in Colom-
bian society, the drug lords increasingly are acknowledged as the
single 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 charities. Where they have not been
able to buy political influence, the cartels have resorted to violence.

18 Gorman, Part 2, p. 30.
18 Closed deposition of Carlton, December 4, 1987, pp. 146-147.
17 “America’s Cocaine Cannection,” The Miami Herald, November 29, 1987, p. 28A
18 Forbes Magazine, July 25, 1988, p. 64.

10 “America’s Cocaine Con.nectlon, The Miami Herald, December 2, 1987, p. GA.
20 Tagtimony 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 estabhshed la:rge séale processing facilities. in
the Amazon région 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 week. Astomshmgly, the destruction of the
Tranquilandia labs did little to disrupt the cocaine trade.

The 1984 Tranqmlandla 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 and seizure campaign. -

Instead of retrenching, the cartels launched an open war aga:mst
the Colombiah government. The cartels employed the factics they
had used in their war against the M-19; a highly visible campaign
of violence was directed at prominent 'quombian. offieials.and crit-
ics. For example, on April 30, 1984, 50 days after the Tranquilandia
raid, assassing killed Colombian-Justice ‘Minister Rodriguez Lara
Bonilla in Bogota. Drug pilot Floyd Carlton descnbed in detail how
the Ochoa brothers contracted for Bonilla's death: . before they
killed this Minister of Justice in. Colomb1a, 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
have to be killed, that son-of-a bitch.” 22 :

The Minister of Justice is not the only Colombian to have been
brutally killed by the cartels. In 1986 ‘Colonel Jaime "Ramierez
Gomez, head of the Colombian National Police’s Anti-Narcotics
Command and the man responsible for the seizure of somé 27
metric tons of cocaine during a three year period, was dssassinated.
He was shot twenty-eight times in front of his wife and children.
On:Decembér 17, 1986 Guillermo Canu Isaaca, the crusading anti-
narcotics editor of the Bogota daily newspaper, El Espertador was
assassinated -on his way home:from work.

The killings were “carried out by hired orgamzatwn-s. 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.” 238

ADEQUACY oF LEGAL AND Law ENFORCEMENT MEASURES

".The power the cartels have exhibited and their ability to operate
safely in Colombia raises the question of whether the Colombian
governmelit 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 smcenty 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 manJuana as well
as cocaine essential chemical shipments.” 24

=2 Cariton, Part 2, p. 147.

23 INCAR, Department of State, 1987 p. 93 and “America’s Cocame Connectmn The Mmmz
Herald, Decernber 3, 1987 p. 20A.

24 Lawn, p. 6.
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At the same time, the fact thzi the cocaine trade has grown
steadily in size and scope, and that the cocaine erganizations 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 yet
have a coordinated strategy to combat the traffickers, and the judi-
ciary, in particular, is virtually paralyzed.” 25 That aralysas 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 States. 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 to have its constitu-
tionality tested in the courts. Second, a terrorist unit broke into
the Colombian Supreme Court bulldlng 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 pending 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 sixty tons of
.cocaine into the U.S. between 1982 and 1987.

The first extradltlon 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 pursued very aggres-
sively by the U.S. government. Assistant U.S. Attorney Richard
Gregorie complained about the Department of State’s attitude re-
garding the ektradition of Ochoa from Spain. He described his
meeting with U S. embassy officials in Madrid, noting that, “I dealt
with a very nice secretary, but she was the most k_nowledgeable
person in the embassy as fo 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
'kno,vgs everythmg there is to know about this guy getting extradit-
ed.” 26

Gregone went on to 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 .

zs INCRS, 1988, p. 86.
26 Subcommittes testimony of Richard Gregorie, Part 4, pp. 144-145.
27 Thid.
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—
,

In November 1987, Ochoa was arres..ed by the Colombia police
and held in custody in Colombia on a charge of illegally importing
bulls into the country. The U.S. then sought to havée Ochoa extra-
dited without 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 frustrating discussions in which one legal techni-
cally after another was raised, & Colombian judge 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
the Colombian govemment began an investigation of the judge re-,
sponsible for Ochoa’s release. However the damage was done a.nd
Ochoa was free again.

On the U.S. side, the second attempt to extradite Qchoa from Co-
lombia , was handled at the desk and regional officer level of the.
State Department for the first several weeks. The only indication
of high level interest in the matter was a lettér from Attorney
General Meese to the Colombians. It was only after Ochoa was re-
leased from prison that President Reagan raised the :ssue dn:ectly
with the President of Colombia. .

The only major trafficker to have been exﬁradlted from Colombia -
is'Carlos Lehder, who was expelled in February, 1987, He was con-
victed on federal racketeering charges in August of 1988 and is cur-
rently gerving a life sentence in féderal prison. The State Depart-
ment attributed the Lehder extradition to the fact that all legal

proceédings in the case were completed before the Colombian Su- | .

preme Court ruled the extradition treaty was uriconstitutional.
Throughout the drug world, however, it is widely believed that
Lehder was extradited because his fellow drug dealers viewed him
as a liability, and wanted him out of the business. Lehder’s col-
leagues felt he was talking foo much, using cocaine heavily, and
that his actions were attracting too much public attention.28 Ac-
cording to these sources, the cartels let the Colombian government
know they would not object to his extradition. :

The extradition problems in Colombia have pointed up the signif-
icant and more generic problems of government corruption in that
country. John Lawn, DEA Administrator, testified that “md1v1d—
uals who cannot be corrupted are given the option of silvér or lead
and judges in Colombia are given that particular optmn-——that is,
take the money or be killed—even those good : mdlwduals in today's
environment find themselves corrupted.” 29

Indeed, the Subcommittee was told that many Colombian offi-
dials had sold out to the cartels: For example, Leigh Ritch found

the Colombian law enforcement non-existent. . you could load
right at the dock in certain cities where the loadmg ‘would take
place, you know a city, or pay terminal . . .” 3¢

Floyd Carlton described how the raurder of Justice Minister Bo-
nilla was actually coordinated with individuals inside the ministry:

28 (Closed session testimony of Roman Milian Rodriguez, June 25, 1987, p. 84. ‘
20 Lawn, Part 4, p. 42,
30 Riteh, Part 2, p. 63.
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“I'm there with Jorge, 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
go somewhere else,” 31

CONCLUSIONS

The Colombian drug cartels have succeeded, at least for the time
being, in securing their havens of operatlons against government
atterapts to crush their activities. Using violence and bribery, they
have made it all but impossible 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 testified 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 solution 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-
questing country. Gregorie testified before the Subcommittee that
for this 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 promis-
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 Colémbia fight against the cartels. These include an in-
crease in specialized 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 mititary and the police who have shown that they are
willing to take on the drug traffickers.

31 Carlton Depasition, ibid., p. 147.
3% Gorman, Part 2, p. 51,

a3 Gregone, Part 4 D 169,

3¢ Gorman, Part 2, p. 35.
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Finally, economic condltmns in Colombia demand U.S. govern-
ment attention. The cartels’ stature and. powér has been strength—
ened by their offer to pay off the goverriment’s $10 billiori éxtérnal
debt, and by pumping billions of dollars into the depressed Colomn-
bian 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 subversmn of democratlc mst1tu-
tions and DohC1es :
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NARCOTICS TRAFFICKERS AND THE CONTRAS

1. 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.

Ag 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.

I1. T EXECUTIVE BRANCH RESPONSE T0 CoNTRA/DRUG CHARGES

In the wake of press accounts concerning links between the Con-
tras and drug traffickers, beginning December, 1985 with a story
by the Associated Press, both Houses of the Congress began to raise
questions abo/ut the drug-related allegatlons 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. intelligence 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 trafﬁckers tried to estab-
lish connections with Nicaraguan resistance groups.”

According to the Department, “. . . these attempts for the most
part took place during the Qerlod When the resistance was receiv-
ing no U.S. funding and was particularly hard pressed for financial
support.” The report acknowledged that, “. .. drug 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.” 3

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 available evi-
dence points to involvement with drug traffickers by a limited
number of persons having various kinds of affiliations with, or po-
litical sympathies for, the resistance groups.” ¢

A year later, 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 Southern
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 Commnittees, the CIA Central
American Task Force chief testified: '

1 Subcommittee deposition of Mareos Aguado, Part 3, p. 285,

2 “Allegations of Misconduct by the Nicaragnan Democratic Resistance,” State Department
document, 38079, April 16, 1986. g

3 State Department document 3079c.

+ Allegations of Drug trafficking and the Nicaragusn Democratic Resistance, State Depart-
ment document # 5136¢, July 26, 1986."
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With respect to (drug trafficking by) the Resxstance
Forces . . . it is not a couple of people It is a lot of
people.®

say:

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 Justice Department was slow to respond to the allegations
regarding links between drug traffickers and the Contras. In the
spring of 1986, even after the State Department was. aclmowledgmg
thére were problems with drug trafficking in associdtion with
Contra activities on the Southern Front, the Justice” Department
was ‘adamantly denying that there was any substance to the nar-
cotics allegations. At the time, the FBI had significant information

regarding the involvermnent of narcotics traiﬁckers 1n ‘Contra oper-

ations and Neutrality Act violations.”

The failure of U.S. law enforcement and ‘intelligence agencies to

respond properly to allegations concerning criminal aétivity relat-
ing to the Contras was demonstrated by the handling ef the Com-

mlttee § own investigation by’ the Justlce Department and the CIA: .

in the spring of 1986.

-On-May 6, 1986, a b1part15an group of Committee staff met with
representatives of the Justice Department,: FBI, DEA; CIA and
State Department to discuss the allegations that Senator Kerry
bad received information of Neutrality Act violations, gun running
and drug trafficking in association with Contra orgamzatlons based
on the Southern Front in Costa Rica. :

In the days.:leading up .to .the meetmg 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 the meeting said the public statements by Justice were: m-,

accurate.” ® The Justice officials confirmed there were ongoing
Neutrality. Act Investigations in con.nectlon with the allegations
raised by Senator Kerry.

At the same meeting, representatives of the CIA. categoncally
denied that the Neutrality Act violations raised by the Committee
staff had in fact taken place, citing classified ‘documents which the
CIA did not make available to the Committée. In fact, at the time,
the FBI had already assembled substant1a1 mformatmn confirming

5 Irap-Contra testimopy of Central Americon Task Force Chief, August 5, 1987, 100-11, pp.
182-183.

8 Iran-Contra deposition of Central American Task Force Chief, Appendix B, Vol. 3 pp. 1121,
1280. Alse North Diary page ©1704, March 26, 1984, “Pastora revea.led as drug dea.ler S

7 See extensive FBI investigative materials raleased in discovery. in IS, v. Corbo and /.S v.

Calero, SD Florida, 1988; documenting information the FBI had collected regarding these mat-.

ters from 1984-1986.

8National Public Radio, All Things Considered, May 5, 1986 B111 Bu:zen.berg- New York Times,
May 0, 1986, p. A-6.

9 Memcoms of May 6, 1986 meeting, Suhcommittee files,

The CIA’s Cnief of the Central American Task Force went on to |

r
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the Neutrality Act wolatlons mcludmg admlsswns by some of the
persons involved indicating that crimes had taken place.°

In August 1986, Senator Richard Lugar, then-Chairman of the
Committee and the ra.nkmg member, Senator Claiborne Pell, wrote
the Justice Department’ requesting mformatmn on 27 md1v1duals
and organizations associated with the contras concerning allega-
tions of their involvement in narcotics trafficking and illegal gun-
running. The Justice Department refused to provide any informa-
tion in response to this request, on the grounds that the informa-
tlon remained under active investigation, and that the Committee’s

“rambling through open investigations gravely risks ‘compromising
those efforts.”11

On October 5, 1988, the Subcommittee 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 Department had met in 1986 to discuss how “to undermine”
Senator Kerry’s attempts to have hearings regarding the allega-
tions.12

The Subcommittee took a number of depositions of Justice De-
partment personnel involved in responding to the Committee inves-
t1gat10n or in prosecuting allegations stemming from the Commit-
tée’s investigation. Each deniéd 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
undermine, the Committee investigation, a lengthy chronology has
been prepared which ‘appears-at appendix A of this report.

I]I Ter GUNS AND DRUG SMUGGLING INFRASTRUCTURE DEVELOPS

Covert war, ingurgency -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 éartels. It has lent itself to the
purposes of terrorlsts, -of saboteurs, of sples, of insurgents and sub-
versions,” 12

DEA Assistant Adn:umstrator David Westrate said of the Nicara-
guan war:

It is true that people on both sides of the 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 1970’5 with the Sandinistas attempt to overthrow
the regime of Anastasio Somoza Debayle. At the time, the Sandi-
nistas were supported by most governments in the region. Those

18 Winer MemCom, 5/5/86; Messick MemCom, 5/6/86; Marum Memecom; 5/6/86, Committee
Files; see Iran/Contra Deposmon of FBI Agent Kevin Currier, Appendix B, Vol. 8 pp. 205-206.

11 Poreign Relations Committee-Justice Department correspondence, Augnst 10, 1985,

12 Sphiommities testimony of Jeffery B. Feldman, October 5, 1988, p. 24 : Feldman MemCom,
November 17, 1887,

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

14 Subeommitiee tesfimony of David Westratem, Part 4, d uly 12,1988, p. 144.
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governments helped provide the FSLN with the money, Weapons,\
and the sanctuary they needed to overthrow Somoza.l5 '

Costa Rica, which has dozens of unsupervised airstrips near the
Nicaraguan border, became an important supply and staging area
for the Sandinistas. Thesé air strips were used by Noriega and

Former senior Costa Rican Law enforcement ofﬁclals told the
Subcommittee they were instruéted to keep their narcotics investi-
gators away from the Nicdraguan border duririg the Sandinista
revolution. Even when they had received hard information about
drugs on the aircraft delivering weapons, the officials, in effort 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 “Pilligue” 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 spspicions of Costa Rican authorities.

When the Sandinista insurgency succeeded-in- 1979, smugghng
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.'® some of these weapons were
shipped to the Salvadoran rebels from. the same airstrips in the
same planes, flown by the same pilots who had prewously Worked
for the Sandinistas. 20 :

Costa Rican law enforcement authonzes Sa.ld that the drug traf-
fickmg through northern Costa Rica contmued 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. 2

Werner Lotz a Costa Rican pllot serving sentence far drug smug-
gling, testified that there was little the Costa Rican government
conld do to deal with the continning drug 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 talkmg about 50 men to cover
400 leometers maybe 2z

15 Interviews conducted by Senater John F. Xerry with current and former Costa Rican law
enforcement officials, San Jose, Costa Rica, October 31, 1987.

16 Subcommittee testimony of Jose Blandon, Fart 2, Febru.ar_v 8, 1988 pp. 188-139.

17 Kerry interviews in Costa Riea, op, cit.

18 Subcommmbee closed session with Werner Latz Part 4, April 8, 1988, p. 673; Blandon testi-
mony; Part 2, p. 86; see also Carlton, Part 2, p. 196.

18] otz testimony, Part 4,-p. 674 and Subcomttee test!mony of Frances J. McNeil, Part 3,
April 4, 1988, p.- 53)'

20 Blandon testimony, Part’ 2, P. 86 a.nd McNeil, Part 3, p. 55, and Subcommittee testimony of
Fioyd Carlton, Pirt 2, February 10, p. 196.

21 Kerry intarviews in Costa Rica, ibid.

22 Lotz testimony, op: mt . b. BD.
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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 lithited, 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 posﬂsloned 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
resburces:

" “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 pressmg 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. :

As DEA officials testified last July before the House Judiciary
Subhcommittee. 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, be provided to
the Contras.25 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.2¢ The pilots inelud-
ed Americans, Panamanians, and Colombians, and occasionally,
uniformed members of the Panamanian Defense Forces.2? Drug

23] otz, Part 4, p. 690.

26 Lotr, Part 4, p. 678,

25 PDEA Testxmony before Honse Subcommittee on Crime, July 28, 1988,
26 Ihid., pp. 683-684.

27 Thid , pp. 680, 682.




42

pilots soon began to use the Contra airstrips to refuel even when
there were no weapons to unload. Théy 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 offidials who were involved in the covert Contra supply
operations undertakén during the Boland Amendment period. As
then-CIA Station Chief, “Thomas Castillo” testified to the Iran/
Contra. Committees, U.S. Ambassador to Costa Rica Lewis Tambs

wanted to place guards on the secret Contra supply a1rstr1p at -

Santa Elena in Costa Rica, to avoid:

havmg drug traffickers use that site, and this was a con-
tinuing concern during the perlod of June July and
August.??

The concern highlights the degree to which the infrastructure

used by the Contras and that used by drug traffickers was poten- -
tiatly interchangable, even in a situation in Wl:uch the U.B. govern- -

ment had itself established and maintdined the airstrip Jnvolved

V. THE PILOTS

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

—Qerardo Duran, a’ Costa Rican pilot in the airplane parts |

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

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

fonso Robelo, Fernando “‘El Negro” Chamorro, and Eden Pas-
tora, before U.S. officials insisted that the Contras sever their
ties from Duran because of his involvement with. drugs.®©
Duran was convicted of narcotics trafﬁckmg in Costa Rica in
- 1987 and jailed.

—QGary 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 U.S. to northern
‘Costa Rica and retirned to the United States with loads of co-
caine. Betzner is presently serving a lengthy prison term for
drug simuggling.3?

—Jose “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.8.82

VI U. S. GOVERNMENT FUNDS AND COMPA.N]ES wrtH DruG
CONNECTIONS

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

26 Kerry interviews in Costa Riea, ibid.

20 Cagtillo deposition, ibid,, p. 483,

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

31 Suhcommittee testimon: '5 of Gary Betzner, Part 3, April 7, 1988 pp. 262-265.

32 Robert W. Owen, Iran-Contra testimony, May 14, 1987, p. T;: eee alsp memo from Owen to
Oliver North, April 1, 1985, pp. 1, 3.
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—SETCO Air, a company established by Honduran drug traffick-
 er Ramon Matta Ballesteros;

—DIACSA, a Miami-based air company operated as the head-
quarters of a drug trafficker enterprise for convicted drug traf-
fickers Floyd Carlton and Alfredo Caballero;

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

- Cuban-Ametican drug traffickers;

—Vortex, ani 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 confracts with the company, federal law enforcement
had received information that the individuals controlling these
companies were involved in narcotics.

. Officials- at NHAO told GAO investigators that all the supply
contractors were to have been screened by U.S. intelligence 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.?® Neither the GAO nor the NHAQO
were certain whether or not that had- actually been done.34

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 PAEES cooooooioeerorosooeeegresessos oo es et : 41,120,90

anonﬁcos D¢ Punatarenas, as a broker/suppher for various serv- _
ices to Contras on the Southern Front 261,332.00
VORTEX, for air transport services. 317,425.17
Total 25......: femseaeearrrrara s sansanrrry saamt e o asenns sarrrans 806,401.20

A number of queSt1ons arise as a result of the selection of these
four companies by the State Department for the provision of hu-
manitarian assistance to the contras, to which the Subcommittee
has been unable to obtain clear answers:

—Who selected these firms to prov1de services to the Contras,

. paid for with public funds, and what criteria were used for se-
Jecting them? -

—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 to receive
.public funds on behalf of the Contras?

—Why were Contra suppliers not checked aga.mst 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 Assistance Organization (NHAOQ), who was responsible
for the operation of the program, was unable to recall how these
companies were selected, when questioned by Senator Kerry in
April, 1988,38 Ambassador Duemling also could not recall whether

33 Subcommittee interviews with GAO analysts, September 28, 1988,
: 3:ﬂSubcg§lém1ttee interviews with GAQ analysts, ibid.; interviews with Ambass&dor Duemling,
April 6, 1
85 Souree for Payments to Suppliers: GAO Anal of NHAQ Accaunts; final ﬁg'ures provided
by Department of State to the Subcomnuttee on Narestics, Terrorism and International Oper-
ations, January 4, 1989.
36 Dpemling gtatement to Senator Kerry, April §, 1988.
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or not the contractors had in fact been checked against law en-
forcement records prior to receiving funds from the State Depart-
ment. In previous testimony beforé the Iran/Contra Committees,
Ambassador Duemling had recalleéd that NHAQ had been directed
by Lt. Col. Oliver North to continue “thé existing arrangements of
the resistance movement” in choosmg contractors.87

At best, these incidents représent negligence on the part of U.S.
government officials responsible for providing support to the Con-
tras. At worst it was a matter of Jurning a blind eye to the. activi-
ties of companies who use legltlmate act1v1t1es as & cover for their.
narcotics trafficking. Cen e - 3

A, ssrco/ HONDU CARIB

. Before bemg chosen by the State Department to’ transport goods
on behalf of the Contras from late 1985 through mid-1986, SETCO
had a long-standing relationship' with; the largest of the Contra
groups,. the Honduras-based FDN. -Beginning in 1984, SETCO was -
-the ‘principal company used by the Contras in Honduras to trans-
port supplies and personnel 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 WNorth. 38 ’
 U.8. 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 out51de the U.s.
Embassy in Tegucigalpa.

For example, a 1983 Customs Invest1gat1ve 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 states that according to the Drug Enforcement
Agency, “SETCO aviation is a corporation formed by American
businessmen who are dealing with Matta and are smugglmg nar-
cotics into the United States.” 32" = -

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 since 1979. Moss has been investi-
gated, although never indicted, for narcotlcs ot'fenses by ten differ-
ent law enforcement agencies.40 - _

In addition to ﬂymg Contra supply missions through SETCQ,
Moss formed his own company in 1985, Hondu Carib, which also
flew supplies to the Contras, including weapons and ammunition
purchased from R.M. Equipment, an arms company controlled by
Ronald Martin and James McCoy.#*

37 Jran-Contra deposition of Robert Duemling, Appendix B, Volume 9, pp. 47-78.

38 See Iran-Contra testimony of Adolfo Calero, Appenduc B, Volume 3 p. 176.

33 118, Cnstoms Service investigative report, “Guy Pemlton Owen et al.,, N50201,” file
# NQGGBRDO20036, New Orleans, May 18, 1983, pp. 6-8.

40 Suhcommittee interview with Sheriff of Port Charlotte County, Florida, May 1987, '

4t See Commerce Department’s Shlggers Export Declaration for BR/M Eqmpment Inc, file
# 0008688, Miami, Florida, February 1985, re shipments for “Armed Forcea of Honduras.”
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The FDN’s ar]rangement 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 Honduras. 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.42

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 and 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 sigpificant marijuana reS1due 45 DEA selzed the air-
craft on March 16, 1987. _

B. FRIGORIFICOS DE PUNTERENNAS

FI‘IgOl‘lﬁCOS -de Punterennas is a Costa Rican seafood company
which was creatéd as a cover for the laundering of drug money, ac-
cording to grand jury testimony by-one of its partners, and testimo-
ny by Ramon Milian Rodriguez, the conwcted money launderer
who established the company.4¢

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 law 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 Ocean Hunter on April 5, 1988.48

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-

12 Commerce Department's Shipper’s Export Decla.ratlon for R/M Equipment, Ine, file
# 0008688, Miarmi, Florida, February 28, 1985.

" 43 Customs report, NOGGGGGBDOSG%% ibid., p. 13.

44 Address book siezed by Customs, Port Charlotte, Florida, N2551, March 16, 1987

<5 Bubcommittee staff mtemew with Sheriff's investigators, Port Charlotte County, Florida,
May, 1987.

48 Grand jury statements of C&rlos Soto on file in U.S. v. Rodriguer, 99-0222, USDC, Northern
District of Florida, September 29, 1987, and Subcommittee teshmony of Raman Milian-Redri-
guez, Part 2, February 11, 1988 PP 260—261 documents seized in U.S. v. Milizn Rodriguez, SD
Florida 1983, )

47 Thid

48 7S v. Luis Rodriguer, 87-01044, US District Court for the Northern District of Florida;
US. v. Luis Rodreguez, 88-0222 CR-King, U.S. District Court for the Southern District of Flori-
da
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count.4® Rodriguez was also president of Geeaa Hunter, an Ameri-
can seafood company created for him by Ramon Milian Rodri-
guez.5® Ocean Hunter imported seafood it bought from Frigorificos
and used the intercompany transactions to launder drug money. 51

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 shlpment of 35, 000 pounds of
marijuana to Massachusetts in 198252 -

Milian-Rodriguez told Federal authorities about Luis Rodng'uez
narcotics trafficking prior to Milian-Rodriguez’ arrest in May 1983,
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.s3
In September, 1984, Miami police officials advised the FBI of infor-
mation they had recelved that Ocean Hunter was funding contra

activities through ‘“narcotics transactions,” and nothing that Lus

Rodriguez was its president. This informatior confirmed previous
accounts the-FBI :had received concerning the involvement of
Ocean Hunter and-its officers in. Contra: supply opera.tlons lnvolv—
ing the Cuban American community.®+

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. adwsed the Justice Department, .

Drug Enforcement Agency, State Department, NHAO and CIA of
allegations he had received mvolwng 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 ‘demonsttated that the ¢oncerns 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 ,

49 Banking records of Frigorificos de Puntarenas subpoenaed by House Foreign A.ffaxrs Sub-

committee on the Western Hemisphers, May 1986; GAO Analysis'NHAOQ Expenditures, May

1986.

3P Corporate Records, Florida Secretary of State Ocean Hunter, Inc:

51 Grand jury statements of Soto, jbid., Ramon Milizn-Rodriguez, ibid.

52 Documents on file in US. v Rodnguez, 99-0222 USDC, Northern. District of Florida, 1988,
from grand jury statements of Carlog Sato.

53 Dipcuments on file.in [LS.:w, Luis Rod Fguez ibid., N arthem District of Florida.

54.FRB] 802, Continental Bank Bombing, Agent George Kiszynski, MM174A-1298, released
in U.8. v, Carbo Sonthern District of Florida, 1988.

55 GAQ Analysiz of NHAO Payments, Western Hemisphere Suhcommittes of House Foreign
Affatrs Commiitee, May 1986; banking records subpoenaed by Western Hemisphere Subeommit~
fee.
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fact chosen Tompanies 0perated by drug traffickers to supply the
Contras 56 :

. C. DIACSA

DIACSA was an aircraft dealership and parts supply company
gartl y owned by the Guerra family of Costa Rica. DIACSA’s presi-
ent, Alfredo Caballero, was under DEA investigation for cocaine
trafﬁckmg and money laundering when the State Department
chose the company to be an NHAOQ 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 Danie! 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.?” 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-
zatmn “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 prev1ously 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 prov1ded 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 trans-
actions and for placmg telephone calls in fiirtherance of the smug-
glmg ventures.” Alfredo Caballero was described by the informant

‘as the man in charge of operations for Floyd Car‘lton Caceres ¢o-
caine transportation organization.” 52

- Qther members of the group were Miguel Alemany—Soto who re-
cruited pilots and selected aircraft and landing strips, and Cecilia
Saenz-Barria. The confidential informant said that Saenz was a
Panamanian “in charge 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 aircraft as they
head north loaded W1th cocaine,” 60

56 U8 v. Luis Rodr:guez ibid., Northern District of Florida; GAQ analysis of NHAQ pay-
ments,

57 pffidavit of Daniel E. Moritz, Specml Agent for the DEA January 1985, U.S. v. Corleton et
al, SD Florida, 85-70.

53 Ib d_

59 Moritz Affidavit, pp. 3-4, ibid.

60 Thid.
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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.e?!

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 23, 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
DIAGCSA to prowde services to the Contras.5® :

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 Panama 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 and Costa Rica were meeting with
one of the defendants to dJscuss purchasmg Cessna planes from the
company.®

Each of the defendants in the DIACSA case was ultimately con- -
victed on charges of importing cocaine into the  United -States.: The
sentences théy received ranged from ten yedrs for one non-cooper-
ating defendant, to nine years for Floyd Carlton, to three years pro-
bation for Luis Caballero and five years probation for his father,
DIACSA’s owner, Alfredo Caballero, as a consequence of their coop- -
eration with the government. ssk

D. VORTEX

When the State Department signed a contract with Vortex to -
handle Contra supplies, Michael B. Palmer, then the company’s Ex-
ecutive Vice-President s1gned for Vortex. At the time, Palmer was -
under active invéstigation by the FBL in three jurisdictions 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.5¢ :

"The contract required Vortex to receive;goods for the Contras,
store, pack. and inventory them. At the time the contraét was
signed, Vortex's principal assets were two airplanes which Palmer
prevmusly used for drug smugg]mg 67

81 See Jran-Contra testimony of Adolfo Calere, Appendlx B, Volums 3, p. 176.

62 1S, v. Carlton, et al,, U.S. District Court, Southern District, of Flonda, January 23, 1986.

63 (FAQ Anelysis, WHAO Agccounts, provided to Subcommitiee, September, 1988.-

6+ Motion For Permission to Travel, U.S. v. Caballers, SD Florida, 86-70-CR, July 16, 1986.

65 Court record, I7.8 v. Carlton-Caceres, et al. S} Florida 86-070,

56 Indictment, U.S. v. Palmer, Detroit USs. Attorney’s Office, 1986 Subcommittee testimony of
Michael B. Palmer, Part 8,-April 6, 1988, gp 28~213.

87 Palmer, Part 2, p. 2 05 and Palmer Subcommittes Deposition, April 5, 1988, pp. 15-79, 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 selected by NHAQ assistant director Philip Buechler,
following calls among Buechler, Palmer, and Pat Foley, the presi-
dent of Summit Aviation.%8 )

VII. TeE CaskE 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 place his ARDE forces under a unified command with the
largest of the Contra organizations—the Honduras-based FDN. The
CIA considered Pastora to be “disruptive 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
assista:;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, a'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: T

+  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-
rdles) agreed to provide financial support to the FRS, in
addition to aircraft and training for FRS pilots. After un-
dergoing flight training, the FRS pilots were to continue to
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.72

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

63 Palmer testimony, House Judiciary Subcommittee on Crime, September 28, 1988.

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

70 Cagtillo executive session, Iran/Contra Commitiees, ibid,, pp. 9-10. - .

“ﬁgfggmmttee deposition of Octaviano Cesar, San Jase,-Costa Rica, Qctober 81, 1987, Part 3,
pp. 1

12 St:ldte Department document #5136¢, p. 5.

73 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.74

Robert Owen, courier for Lt. Col.-Oliver North, testified to the
Iran/Contra Committees that he told North he thought Karol
Prado was involved in trafficking drugs out of Panama, and that
Pastora’s pilot, Marco Aguado, was also involved.”® The Subcom-
mittee was unable to validate Owen’'s claims. Prado vehemently
denied these allegations stating that he believed the drug: traffick-
ing allegations aga.mst Pastora were the result of a CIA effort to -
discredit him.76

Morales testified that his involvement W1th the Contras started
in 1984 at the urging of Marta Healey, thé 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 Aguado 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 CI1A,78 ‘

On October 81, 1987 in San Jose, Costa Rica, the Subcommittee
videotaped the depositions of three Contra leaders with intimate .
knowledge of the Morales relationship with Pastora’s organization
in video depositions. The three were Karol Prado, Pastora's head of
communications; Marco Apuado, Pastora’s air force chief; and Octa- -
viano Cesar who, along with his brother Alfredo, were political
allies of Pastora’s at the time. A fourth, Adolfo “Popo Chamorro, -
who was Pastora’s second in command in ARDE, testified in closed
session of the Subcommittee in April 1988. Chamorro’s testimony-
was taken in closed session by the consent of the Subcommittee 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 kriowing 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 w1th strong anti-Communist feel-
m 79 :

ngl 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 Subcommittee testimony of Mareo Apnado and Karal Prado, Part 3, p. 285.
75 Jran-Contra testimony of Robert, Owen Appendix B, Volume 20, pp. 849-850.
76 Daposition of Karo] Prado, ibid.,

71 Sulg{comrga::)tee testimony of Georgo Morales Part 3, April 7, 1988, p. 297.

78 Thid., p

7¢ Closed session testimony of Adolfe “Popo™ Chamorro April 6, 1988, p. 13.
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Morales, which he donated to ARDE, from Haiti to Ilopango Air
Force Base in El Salvador.®®

While denying ‘receiving funds personally, Prado, Aguado and
Cesar each confirmed elements of Morales’ story.

According to Prado, 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.®! In September, Popo
Chamorro returned to Costa Rica with photographs of a 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 'Ch_amorroi. 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 aircraft purchase order, dated October 1, 1984. The notarized
purchase.order provided that for the sum of one dollar, a McDon-
nell-Douglas-DC-3, the civilian designation for a C-47, 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 Subcommittee 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 Ilopango to air fields
in Costa Rica. Of the 24 flights during this period, eleven were to
La Penca on the Nicaraguan side of the Rio San Juan.8%

The Subcommittee substantiated key elements of the Morales
story, although it did not find evidence that Cesar, Chamorro, or
Prado were personally involved in drug trafficking. First, all wit-
nesses agreed that Morales gave "ARDE a C-47. Evidence of an as-
sociation betweéen them is also provided by a Customs document.
This document, provided the Committee by the U.S. Customs Serv-
ice, shows that -Morales entered the United States from the Baha-
mas on October 18, 1984, with Marco Aguado, 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 checks 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 theé Contra movement by individuals involved in narcotics smug-
gling. Aceording 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.” .
Refernng to the Contra resupply operations, Aguado 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-

a0 Jhid., p. 15.

81 Testimony of Kerol Prado, Part 3, p. 278.

82 Thid., pp. 278-279.

a3 Ch.amc:rro ibid., pp. 11-12.

84 Depasmons of Aguado, Prado and Cesar, Part 3, pp. 277-286 and Chamorro, ibid., pp. 16, 20.
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tivity, which is for the freeing of a people; is quite similar to the
activities of the drug traffickers.”’8

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

Thinking in terms of the securlty 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-
ing 30, 40- rounds of -ammunition “against the

-+ Sandinistas . . . And that’s why I did it. I'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 Sandestas 1
don’t want that, but that’s the reality of life.85. -

" In addition, Cesar told the ‘Subeommiittee that he told a CIA offi-
cer about Morales and his offer to help the Contras.

Senator KERRY. D1d you have. occasmn to say to someone
in the CIA that you were getting money from him and you
‘were concerneéd he was a drug dealer? Did you pass that
information on t6 somebody?

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 Americati military
" 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 sa;tdy to you, that it

‘was all right as long as you_don’t deal in the powder is

" that correct? Is that a fair quote? u .
Mr. CEsAR. Yes.87 °

After the La Penca bombing of May 30, 1984 a]l assmtance 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
dut-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. Moralés, for example, used Geraldo Duran
as one of his drug pilots, and" Duran worked for Alfonso Robello
and Fernando “el Negto” Chamorro, who were assoc1ated with
other Contra groups, as well as for ARDE.88

In a sworn deposition which was taken in San Jose Costa Rlca by
the Subcommittee on October 31, 1987, Karol Prado; Pastora’s
treasurer and procurement officer, vehemently denied aJlegatmns

85 Aogniado, Part 3, p. 285.

86 Cesar, Part 3, p. 286

67 Thid., p. 282.

88 See e.g. Letter from Eden Pastora to David Sullivan and Elliott Abrams, Ibid.
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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.8®

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 trafﬁclnng by Pastora’s supporters and lieuten-
ants, those individuals’ activities were reported to law enforcement
officials.?® However, Morales continued to work with the Contras
until 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 occasmn 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 Workmg
for the CIA” defense.®2

Following his testimony ‘before the Subcom:mttee, 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 conhection with matters remaining under in-
vestigation. In November 1988, the DEA gave Morales a lengthy
polygraph examination on his testlmony before the Subcommittee
and he was considered truthful.®®

VIL. Joaw HuLL

John Hull was a central figure in Contra operations on the
Southern Front when they were managed by Oliver North, from
1984 through late 1986.94 Before that, according to former Costa-

80 Sybcommittee testimpny of Karol Prado, Part 3, p. 385. 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 Thomas Castillo, May 29, 1987, pp. 83-85 and Iran-Contra deposition of
Thomas Castillo, Apendix B, Volume E D, 250—252

80 Tran-Contra declassified executive session of Thomas Castillo, p. B4.

91 Qubcommittee testimony of George Morales, Part 1, July 16, 1987, p. 98.

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

3 93 Bee egrreg?spgondence from DEA Administrator to John C. Lawn to Senator John F. Kerry,
anuary 13, 1

8¢ North notebook pages Q 0344, 0414, 0415, 0426, 0431, 0543 0550, 0932, 0955, 0977, 1156,
1159 Iran-Contra De Eos:tlon of Robert W. Owen, May 4, 1987 pp. 6-15 and Octaber 1, 1987 PD.
8-34; RWO Exhibit 12, 2/27/86; Iran-Contra testimbony, May 14, 1987, p. 818.




Rican CIA station chief Thomas Casiillo’s public festimony, Hull
had helped the CIA with military supply and other operations on
behalf of the Contras.?5 In addition, during the same period, Hull
received $10,000 a month from Adolfo Calero of the FDN—at
North’s direction.?®

Hull is an Indiana 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 rroney and adding some of his own, he pur-
chased thousands of acres of Costa Rican farm land. Properties
under his ownership, management or 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-8 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 liaison between the Contrag and the United States gov-
ernment. Jose Blandon festified, for example, that former Costa
Rican :Vice President Daniel Oduber suggested he (Blandon) meet
with Hull in 1883, to discuss the formation of -a unified southern
Contra command under Eden Pastora 9 -

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

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 from the Colombian and Panamanian pilots who a]leg—
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.1°°

Two witnesses, Blandon and Carlton recounied 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 316, into the river.

95 Castillo executive session, ibid., p, 59.

96 Tran-Contra deposition of Robert W. Owen, Appendix B, Vol 20, pp. 650, BO2,

7 Testimony of f.ouell Hood and Douglag Siple, Subcommittee on International Economic
Trade, Oceans and Environment and Subtommittee on Terrorism, Narcotics and Interna-

n:i' Operations, October 30, 1987 pp. 160-161.

58 “The CIA Blows an Asset,” Newsweek, September 3, 1984, pp. 48-45.

29 Subcommittee testimony of Joss Blandon, Part 2, p. 129,

100 Syheommittee deposition of Werner Lotz, Part 4, Apnl 8, 1988, pp. 681-682, 691-696.
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Carlton testlﬁed that the Colombians weré funous when ‘they dis-
covered the ‘cocaine missing. He said they sent gunmen after Hull
and in fact- kidnapped a member of -‘Hull’s- family. to force the
return of the cocaine. When that failed they became conwnced that;
Carlton himself stole the cotdine and they sent girnmen dfier him:
The gunmen dug- up Carlton’s: property in Panama with -a backhoe
looking for the Iost cocame, and Carlton fled for his life. to
Miami.tot. -~ -

" Gary Betzner started ﬂymg for Morales drug smugglmg network
in 1981. Bétzner: testified-that his first delivery of arms to theCon-
tras was in' 1983, when he flew a DC-3 carrying grenades and
mines to Jlopa.ngo Ajr Force Base.in El Salvador. His co-pilot on
the trip was Richard Healey, who had flown drugs for Morales,102

..Betzner said the weapons were unloaded at Ilopango by Salvador-
an military personnel and an American whom he assumed worked
for the U.S. Department of Defense. Betzner testified that he and
I-Iealey 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.19% .

Acgording to Betzner, the next Contra weapons and drugs ﬂlght
took place in July 1984. Morales asked him to fly a.load of weapons
to Hull's ranch and to pick up a load of drugs. Betzner flew a
Cessna 402-B to John Hu]l’s ranch. According to Betzner, he was
met at the airstrip by Hull and they watched the cargo of weapons
bemg unloaded, and cocaine,. packed in 17 duffel bags, and five or
six two-foot s%luare boxzes being loaded into the now-empty Cessna.
Betzner then flew the plane to a field at Lakeland, Florida, 104

Yet another'guns for drugs ﬂlght was made two weeks later. On
this trip, Betzner said he flew a Panther to an airstrip-called “Los
Llanos,” abott ten miles from Hull’s properties and not’far from
the Voice of Aniérica transmitter in northern Costa Rica. Betzner
testified thdat Hull met him again and the two watched while the
weapons were unloaded and approximately 500 kilos of cocaine in
17 duffel bags were loaded-for-the return flight to Florida.1o5

“Hull became the subject of an mvestLgatwn 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: hy soldiers of fortune imprisoned in Costa Rica
who alleged John-Hull was providing support for the Contras with -
the help of the National Security Council.198

. Feldman apd the FBI agents met with US. Ambassador to Costa
Rlca, Lew15 Tambs, and the. C]'.A Ch1ef of Station, Thomas Castillo,

101 Subcommxttee test].mony of Floyd Carlton Part 2, pp. 205-507 Subcommittee testunony of
Jose Blandon, Part 2, pp. 115-116.

102 Betaner, Part 3 g:p 253-254, 256, )

103 Thid., pp. 257-25

104 Ib1d pp 262-267; see alsa Morales testimony, Part 3, pp. 301-304 and DEA polygraph of
Moral

105Ib _&p 262-267.

106 Tran-Contra deposition of Jeffrey Feldman, Appendix B, Volume 10, April 80, 1987, pp. 77-
18; Statements of Steven Carr and Peter Glibbery to Senate st.aff Mareh 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-U.S. interests
prior:to, March ‘of 1984, In ‘addition, one of the embassy secunty of-
ficers,Jim: Nagel, told one of the FBI agents accompgnying Feld-
man, that. regarding Feldman’s inquiries, “. -, . these were agencies
with other..pperational requlrements and we:sshouldn’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 to ta]k to him without an attorney present 108 -

. Féldman concluded that’ U.S. Embassy" officials in Costa Rlca
were taking active: meastires to protect Hull. After Feldman inter-
viewed two of the mercenaries, Peter Glibbery and Steven Carr, re-
garding théir alleégations of Hull’s involvement in criminal activity;
Feldman learned that Kirk Kotuld; Consul in San Jose, was
“trying to get Carr and the rest of these people to recant their
statements regarding Hull’s involvemert with the CIA® and with
any other American agency,2°® Féldman ddded-“. . : it was appar-
ent we were stirring up somé problern with :our mqmnes concern-
ing John Hull.” 110 Feldman concluded that becanse Hull was re-
ceiving protection from sorme US officials; that'it would 'not’ be-pos-
sible to mtemew h.un Feldman therefore" took no 'r'urther steps to
do so,11I -

“In an éffort to stop the- mvestlgatmn agamst h.up and to Causé
the” Justice Department to instedd investigate those urging ah in’
veshgatron of *Hull, “Hull prepared falsified affidavits from jailed
mercenaries in .Costa. Rica to U. S. Attorney Kellner: In the affida-
vits the mercenariés - accused Congressional staff of paying wit-
nesses, to invent stones ‘abaiit. .I]_Iegal activities associated with .thel
clandestine Contras sipply, network. The Justice Department ulti:
mately concluded that the affidavits-had been forged Kellner testi-
fied that he “had concerns about them and . didn’t; beheve
them ] 12 )

To this day, the Justice Departrnent has taken no actton agamst
John-Hull for obstruction of justice .or any related charge in .¢on-

nection with his filing false affidavits"with-the U.S. Justice Depart+:

ment regarding the Congressional investigations. .-

In the period in: -which: he was jpraviding. support to the Contras,
Hull obtained a loan from the -Overseas Private Investment Corpo:
ration. for $375,000:which: ultrrnately proved to have been obtamed
with:false documentation. -+ - st
- In 1988, Hull: and two assoc1ate’s, Mr Wﬂham Crone and Mr

Alvaro Arroyo ‘approached:OPIC for-a loaii to'finance a joint vewi- '

ture wood products factory that would make -wheelbarrow -and ax
handles for the U.S. market. In fact; ‘aéeording to teégtimony from
Croneand- OPIC officials, no*contribitions*from “Hull, Arroyo ‘or
himself were made to the joint venture. On the basis of the applica-

107 Feldman, ibid., pp. 79-85.

105 Ibid., 86
100 Thid , pp 8688,
110 Thid, p. 84.

‘11 Thid, pBB-BB : o '
112 Tran-Contra testlmcny ‘of Leon Kellner Append.LxB Vol. 10, Apr:l 80; 198'? FP- 1094—1095
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tion, somé supporting documentation and a site visit, on March 30,
1984, OPIC advanced $375,000.113

By the end of 1985, after one interest payment, the loah lapsed
into default, and OPIC officials began to recognize that the pro;ect
was a fraud, and that Hull had made false tepresentations in
making the application to. OPIC.114¢ OPIC 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 fands 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.*15

In fact, Costa Rica has a favorable exchange rate for fore1gn in-
vestment and the excuse Hull offered does not make sense.” What
appears to have -happ'ened 1s that Hull simply took the money, in-
asmuch as no equipment was purchased for the factory; no prod-
ucts weré shipped from it;"and Hull’s partner, Crone, testified that
he néver saw the money. Indeed, prospectwe purchasers com-
plained that they paid Hull for products in advance but never re-
ceived delivery.!16

“On the basis of the subsequent OPIC mvest1gat1on of the loan-to
Hull’s company, in April 1987, the case was referred to the Justice
Department for a criminal fraud investigation.11? While nothing
has yet happeried for almost two years, the Justice Department
maintains 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 recover -their
monies, OPIC sold the property at auction. However, in order to
prevent a sale far below the market price, OPIC bid at the audtion
and wound up purchasing its own property for $187,500. _

OPIC then attempted to sell the property directly. An advertise-
ment was placed in The Wall Street Journal which attracted a
singlé offer from an investment banker in Pbiladelphia. An agree-
ment was negotiated whereby thé company purchasing the proper-
ty from OPIC was required to make no down payment, and only to
repay OPIC its $187,500 from thé 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 $181%, 500 half of the original $375,000 loaned to Hull.11®

The Subcommlttee 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,

113 Teshmuny of Eri¢ Garfirikel, Vice President and General Ceunsel Overseas anate In-
vestment Corporation, Subcommittee on Internatignal Econamic Policy, ’]}rade Oceans.and En-
vironment and Subcommittee on Terrorism, Narcoties and I.nternahona.l Operahons Part 1, Oc-
tober 80, 1987, pp 106-107.

114 Ibld )

115 Thid,, p 127

116 Syheommittee interviews with prospective purchasers.

117 OPIC testimony, ibid,, p. 107.

118 Syhcommittee mterwews with OPIC and Justice staff, January 1989.

112 OPIC documénts provided the Subcammittee.




58

took farm equipment off a farm he was. paid to manage and con-
verted it for his own use.?20

Jp mid-Jahuary, 1989, Hull was arrested by:Costa Rican law en- .
forcement authorities a.nd charged v;nth drug trafﬁckmg and violat-
ing Costa Rica’s neutrality. .

IX: THE SAN FRA.NCISCO FROGM.A.N CASE, UND FRAN AND PCNE

The Sa:a Franc:sco Frogman case was ohe of the ﬁrst cases-.in
wh.lch allegations linking specific Contra‘ organizations .to drug
smugglers surfaced. In.a July 26, 1986 report to the -Congress on
Contra-related . narcotics a]legatmns, the State Department de~
scribed the Frogman case as follows: - |

“This case gets it nickname from swimmers who brought cocaine
ashore on the West Coast from .a Colombian vessel in 1982-1983. It
focused on a major Colombian cocaine smuggler,’ Alvaro Carvajal-
Minota, who supplied a number of West Cpast smugglers. It was al-
leged, but hever confirmed; that Nicaraguan citizen Horacio Perei-
ra, an associate of Carvajal, had helped the Nlcaraguan resistance.
Pereira was subsequently convictéd on.drug charges in Costa Rica
and sentenced to twelve years jimprisonment. Two other Nicara-
guans, Carlos Cabezas and Julio-Zavala, who were among the jailed
West Coast traffickers convicted of receiving - drugs_from Ca:va;]al
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

“The allegations made by Cabezas and Zavala involved two South-
ern Front Contra group s—UDN =FARN, a military group. assqciated
with Fernando “El Negro” Chamorro, and PCNE, a Contra politi:
cal group in the South. Cabezas ¢laimed that he helped move 25 to
30 kilos of cocaine from Costa Rica to San TFrancisco, generatmg
$1.5 million. According té Cabezas; part of that money was given to
Troilo ahd Fernando Sanchez to help Eden Pastora’s and Fernando
“El Negro™ Chamorro 8 operatlons on’ the Sou.thern ant in 1982
and 1983 122 o

Aftér the trial, the U.S. government rettirned” $36 020 selzed as
drug money to oné of the defendants, Zavala, after he submitted
letters from Contra leaders claiming the funds were really their
property. The money that was returngd had been seized by the FBI
after being found in cash in a drawer at Zavala’s home with drug
transaction. letters, an M—l carbme, a grenade and a quanmty of
cocairie, 128%" £ " .

The: Subcommlttee found that the Frogman arrest’ involved co-
cainé from:-a Colombian source, Carvajal-Minota. In addition,
Zavala and Cabezas -had as a second source 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 Sanchez and Fernando Sanchez.22%

120 Snheommittee testimony of Crone, Sipple and Hood, ibid., pp. 147-167.
121 State Department Document #5136¢, yly 26, 1986. )
122 San Frencisco Expminer, March 16, 1986.

1231},

124 November 8, 1982, FRI teletype fram San Franmsco tn Duectnr IR S. v. Zamla, et al
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Pereira was convicted on cocaine charges in Costa Rica in 1985
and sentenced to 12 years in prison.125 An 1mporta:nt member of
the Pereira organization was Sebastian “Huachah” Gonzalez, who
also was associated with ARDE in Southern. Front Contra oper-
ations. Robert Owen advised North in February 1985, that Gonza-
lez was trafficking in cocaine.!2% Jose Blandon testified that Eden
Pastora knew that Gonzaléz was involved in drug trafficking while
he was working with ARDE. Gonzalez later léft the Contra move-
ment and fled from Costa Rica to Panama, where he went to work
for General Noriega.127. .

During the Pereira tnal ewdence was also presented by the
Costa Rica prosecufor 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 relauves of a member of the FDN. Director-
ate 1z9 . - i - : :

X THE CUBAN—AMERICAN CONNECTION

Several groups of Miami-based Cuba Americans provided direct
and indirect support for the Southern Front during the period that
the Boland Amendment prohibited official U.S. government assist-
ance, Their help, which included supphes and training, was funded
in part with drug money.139"

The State Departrment described the allegations in its J dly 1986
report to Congress as follows:

There have been alleganons 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 Rejas Lavas and Ubaldo Hernandez Perez,
were captured by the Sandinistas in June 1986. They were
reportedly members of the. UNO/FARN group headed by
Fernando “El Negro” Chamorro. There is no information
' to substantiate allegations that this group from Miami has
" - been a source of drug money for the UNO/FARN or any -
- other resistance organization.13?!

125 (RS Evening News, June 2, 1986.

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

127 Blandon, Part 2, pp. 132-138.

128 (OBS Evening News, June 12,1986, -

129 Staff interview with ‘Carlos Cabezas, March, 1988, and mth former Contras in Sa.n Fran-
cisco and Miami.

1s0 FRY 302's of Special Agent George Kiszynski, released in U.S, v. -Calero and US. v. Corbo
both Southern District of Florida, 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 Joseé
Coutin; see also grand jury testimony of Carlos Soto in U8 v. Luis Radnquez, Northern District
of Florida. .

131 State Department Doctment #5186¢, July 26, 1986.
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~ On May 6, 1986, Committee staff met with representatives of the
Justice . Department FBI, DEA, CIA and State Department, to
advise them. of allegatmns of gun. runnmg and drug trafficking in
connection with this gr

In August 1986, the Commlttee requested mformatlon from the
Justice Department regardmg the allégations concerning. Cobrbo
and fellow Cuban Arnericans. Felipe Vidal, Frank Castro, and Luis
Rodriguez and Frank Chances (two, of the prm01pals in anonﬁcos
de Puntarenas and Ocean Hunter), concerning their-involvement
in narcotics trafﬁckmg The Justice Department refused to prowde
any information in response to this request, on’ the grounds’ that
the information requested remained under ‘active investigation,
and that ‘the. Comm1ttee s *rambling through : ‘open 1nvest1gat1ons
gravely risks compromising those efforts.t32

Less than three months earlier, the Justice Department had:ad-
vised both the pressand the Comlmttee that the-allegatiors had
been thoroughly investigatéd and weré without foundation,138 ~

- At no time did the Justice Departmient disclose to the Committee
in response to its inquiry that extensive information had in fact
been developed by the FBI from 1983 through 1986 suggesting that
many of the allegations the Commlttee was 1nvest1gatmg were
true.

.At the May 6 1986 meeting with. Commﬂ;tee staff, the C1A cate-
gorically. demed that- weapons ha.d heen shipped to.the Contras
from the United States on the flights.involving Rene Corbo, noting
that the material on which they were basing these assertions was
classified, and suggested that the allegations that had been madé to
the contrary were the result of disinformation.¥34

In fact, as the FBI had previously learned from informants,
Cuban American -supportéers of the Céntras had shipped weapons
from south Floridd t6 Nlopango, and from there to. John Hull’s air-
strips in Costa Rica.1?$ The persons involved admitted- to the FBI
that“they' had participated in ‘such.’shipments, ‘making general
statéements about them: beginning in 1985. On June 4, 1986. and
June 16, 1986, Rene Corbo, one of the principals in the shlpments,
exphc1t1y told the FBI that he had participated in shipping weap-
ons to the Contras in violation of U.S. Neutrality laws; 186

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

9;3? Letter of John Bolton to Senator Richard G. Lugar and Senamr Claiborne Pell Auvgust 11,
)

135 Statements of DOJ spokesman Pat Korten to Natlonal Pub].tc ‘Radio, May 5 1986; New
York Times, May 6, 1986; staterments of Korten, Kenneth Vergquist, and ather Justice Departr
ment officials to Committee staff prior to June 26, 1986 Executive Session; see generally Keliner
Deposititn to Subcommities, November 8, 1988, noting his chjections to statements by Justice
regardmg the case.

-132 Winer Memeom, May 6; 1986 meetivg, Subcommittee files,

135 Spg penerally the mvesngatwe files of Special Apent Kisyznski: teleased in IS v.-Corbo
and US, v. Calero; SD Florida 1988; adwmissions of Ramon Milign Rodriguez to Customs in May
19833 US. v lemn Rodriguez, SD Florida, documentis raleased in copneétion with US. v. Luw

ez, 1bid

’“ Bl "302's of SA Kisyznski, released in [J.S: v. Corbo, SD Florida, 1988,
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opvious 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 CLA was worried about

dlsreputable characters in the Cuban-American com-
mumty 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 md.lcted in a Neutrahty '
Act case mvolvmg the Contras brought by the U.S. Attorney for
Miami and prosecuted by Assistant U.S. Attorney Jeffrey Feldman.
No narcotics-related: allegatwns were included 111 the August 1988
indictment, 132 _.

One of the three pnnc1pals in Frigorificos de Puntarenas and
Ocean Hunter, Luis Rodriguez, was indicted on drug charges in
April 1988: The others, Frank Chanes and Moises Nunez, partici-
pated in Contra military assistance 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-Nerth Enterprise. Former CIA Costa Rica Chief of Sta-
tion Thomas Castillo told the Iran-Contra committees that Nunez
“was 'nvolved 4in a very sensitive operation’’ for:the Enterprise.14?

XI. RAMON MILIAN RODRIGUEZ AND FELIx Robriguez .

A part1cula_rly controversial allegataon arose during the course of
the Subcomrmittee’s investigation. This involved Ramon Milian Ro-
driguez’s offer to assist:the Contras, following his arrest for money-
laundering. - ~

In a June 25, 1987 closéd session of the Subcommittee, Milian Ro-
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 offer and $10 million in such assistance was subse-
quently provided the Contras threugh a system of secret couriers.

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

Felix Rodriguez strenuously denied Mﬂlan Rodnguez s version of
the meéeting, stating that he reported Milian’s offer to a number of
U.8..government agencies, including the FBL and CIA. No action
wa:l taken by those agencies, and Milian Rodriguez’s case went to
trial.

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

137 North Motebook Entry Q-0344.

138 Jran /Contra Deposition of Robert L. Ear], Appendix B, Vol. 9 p- 1109

133 176 v, Calera et al. and U.8. v. Corbo et gl ibid.

146 {18 v, Luis Rodriguez, Northern District of Florida; FBI 20 )’s of 8A Hicorynski, ibid, . -

141 Iran.Contra Testimony of Owen, Appendix B, Vol. 20, pp. 733-785; deposition of Thomas
Castillo, Appendix B, bol 3, p. 180.
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culty. the Subcommittee faced in ascertaining who was telling the
truth—Ramon Milian Rodriguez or Felix Rodnguez—-Mﬂ.lan was
asked, whether he would be wﬂ.hng to take a polygraph examina-
tion. Heé agreed to submit-to an exammatlon on the question of pro-
viding drug money to the Contras through Felix Rodriguez,

Senator Kerry, the Subcommittee Chairman, arranged for one of
the country’s leading polygraph- experts, Dr. Donald Raskin of the
University of Utah; to travel to Washington, D.C: ‘to administer the
test. Dr. Ragkin admnnstered a partial eéxamination of Milian Ro-
driguez on June 3-4; 1988, On two critical questions, Rarmon Milian
Rodriguez’'s answers ‘were deternuned 16 be deceptwe by Dr.
Raskin. The questions were as follows:

-1. Did Felix Rodriguez ask you to arrange deliveries of money for
the Contras during the meetmg at Raoul S ofﬁce‘?

Answer, yes. *+ - - -

2. Did-you arrange approximately. five dehverles of money for the
Contras on the basis of phone calls you personally recewed from
Felix Rodnguez" -

Answer, yes.© :

On the third questlon, Dr RaskJn could not detern:une whether
or not Ramon” Milian Redriguez Was bemg truthful in hlS response
The’ question was as follows:

' 3. Did you arrange the deliveries of at 1east $5- mﬂhon for the
Contras using the procedures that you and Fellx worked out'f‘ v

" Answer; yes. -

At that point, Mlhan Rodnguez stated tha‘t he de not want to
continue the examination. Based upon Dr. Raskin’s oral evaluation
of Ramon Milian Rodriguez, the Chairman conéluded that his ver-
sion of:the meeting with Felix: Rodriguez-and his subsequent rela-
tionship -with -Felix in ‘providing drug- money- for-the:Contras was
not:. truthful. The Chairman: reached no- conclusion regarding the
issue of whether Ramon Milian arranged for the dehvenes of. at
least 356 million for the:Contras.. . -

During Felix Rodriguez’ pubhc testmmny before the. Subcomm1t—
tee on July 14, 1988, Senator Kerry stated that he did not believe
Ramon-Milian odnguez version of the meeting was truthful.- :

However, Milian Rodriguez’ testimony regarding the Cartels
General Noriega's role in narco-frafficking;-and his-imvolvement in
seeting up- companies which were later used to support the:Con-
tras, was corroborated by -a number of witnegses,including Jose
Blandon, Floyd Carlton, Gerald Loeb, and -a Miami attorney: who
had supplied information on the Cartels in a closed'session de os1-
tion. In-addition, -Milian"Rodriguez’* testimony on’ many- of t
points was corroborated by extensive documentary eviderice and by
grand jury statements by his partners in federsl criminal proceed-
ings.
' -CUBA. AND NICARAGUA -

TNTRODUCTION

Drug trafficking knows neither national nor 1deologlcal bound-
aries, as evidenced by allegations of Cuban and Sandlmsta involve-
ment in the drug trade. _ L
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“The - SubCommittee -received -testimony that throughout the
1980’5, Cuba has been used by drug traffickers as a transit point
and haven:for laundering money: Cuban authorities have_ provided
smitigglers ‘with protectlon for their boats and aircraft: Accordmg to
’Subcommlttee testunony, Fidel Castro himself acted as a mediator
on-behalf of General Manuel Antonio Noriega in disputes Noriega
has had with:.the Medellin cocaihe cartel. Finally, the Subcommit-
‘tee received testimony that Cuban officials were mvolved in efforts
io éstablish ties between leftist revolutionary groups such as the
M-19 ang cocaine traffickers.

Several witnesses testified that Nicaraguan officials were also in-
volved in drug trafficking, The Subcommittee dlso received testimo-
ny that representatives of the' Medellin Cartel entefed into négotia-
tions with the Sandinista government over using Nicaragua for
drug trafficking operations. Finally, the Subcommittee received tes-
timony regarding alleged statements by leaders of the Cartel that
the prowded assistance to the Sandinistas.

H_Is'rochL BACKGROUND

!_J

Pre-revolunonmy 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
stopping such ‘smuggling.?

By the time of the Castro revolunon 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 claithed 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 successes 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-
cna}s had agaJ.n begun to prov1de assmtance to-drug smugglers.

CUBA AS A WAY-STATION FOR SMUGGLERS

Cu.ba lies on_ the most direét air route from South America to
Flonda Due to its size, unless smugglers, gét overﬂ.lght rights, hun-
dreds of miles are added to their trips. This greatly increases the
risk’ of getting caught and forces traffickers to decrease the pay-
loads theéy carry. the naturally as the volume of drugs moving
into south Florida by air increased in the early 1920’s, the traffick-
ers became interested ;in” obtaining overflight rights from the
Cubans. Elements of the Cubar government began to offer assist-
ance. According- to smugglers, this assistance was gradually ex-
tended to refuelmg and repair services, assasta.nce in Jaundering

1 See e.g. US. Convention with Cuba to Prevent Tiquor Smuggling, February 10, 1926.
2 Roris Goldan.berg, The Cuban Revolution and Latin America, 1965, p. 110; Bonachea and
Meartin, The Cuban Insurrection, 1952-1959, p. 34.
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x?loney and providing safe haven f,rom LS. law: enforcement au—
thorities, s .

. Luis Garc1a told.- the Subcommlttee that,»mmlate 1979 Or. early
, 1980 Cuban officials. offered him use of airstrips for: refuelmg drug
flights. While Garcia. said he never took them up on the,offer, he
was aware of other smugglers who did.# Over.time; aocordmg to
the Subcommittee testiriony, several different smuggling organiza-
tions were.able to reach an understandmg ‘with. Caban officials
tli;zat e?abled them fo. use that codntry to; facﬂltate thelr oper—
ations,

Other testimony concernmg Cuban; mvolvement in d‘.ru oper-
ations came from Richard Gregorie, whose office. obta.med Grand
Jury indictments against a number of Cuban officials.5 " .

Inthe 1983 case of United States V. Jazme Guillot-Lara, four h1gh
ranking Cuban officials were implicated in*drug smugglmg They
included a member of the Cuban Communist Paity Central Com-
mittee: Fernando Ravelo-Renedo, the former Cuban Ambassador to
Colombia; the former Minister Counselor of the CubanEmbassy in
Colombia; and a vice admiral of the Cuban Navy. The four officials
were indicted for their role in a smugglihg conspiracy but were
never brought to trial because they.never came 'within the jurisdic-
tion of the United States.. Al of the other-co<onspirators in the
case were convicted by a. jury which received tastlmony about the
involvement of the four Cuban officials.”? -

In 1988, a grand jury indicted Reinaldo Ruiz and Hugo Ceballos
based on wdeotaped evidence that showed Cuban ‘military protec-
tion was provided to.cocaine traffickers coming to..the . Umted
States from Colombia. Both are scheduled. to go to trial.® ,

CASE HisTony: GEORGE Mopares™ -

The expenence of Colomblan drug trafficker. George Morales pro-
vided: insight-into the opportumtles afforded narcotacs trafﬁckers
by Cuban authorities. -

According to Morales,; ‘he ﬁrst developed relatlonshlp with
Cuban offiolals in 1979. Morales testified that he attended 'a meet-
ing in Cuba at which Cuban officials offered to sell him planes
seized for violating their airspace.® He developed. the relationship
over a period of time. By 1980, he obtained Cuba’s agreement to
allow his pilots overflight nghts through Cuban airspace.l’® In
return for U.S. currency, Cuban authorities provided Morales with
1dentnficatmn codes, enabling hipy and hIS pllots to use’ then- a:u'-
space Safely aird land in the event of an efhergency.lt -

According to Morales, Cuban assistance was' then extended to
protection for boats and mrcrafﬁ used in drug smugglmg oper—

¥ Subcomm.lttee testimony of Geprge Morales, Part 8 Apnl '? 1983, pp 294996,

“Subcommittee testimony of Luis Garcia, Part 1, Ma 27, 198 Bl?

5 Subcommittee testimony of Floyd Carlton, Part 2, Feh 10, 18 . 210; Paul Gormzm Pavt 2
Feb. 8, 1988, p. 43; Richard Gregorie, Part 4, Ju.ly 12, 1988, p. 160; €Orge Mora.les Part3 April
1, 1988 PD. 354286 and Part], July 15, 1987 pp. 4749/ 63 66.

__f-" Gregone testimony, p. 160, - -: )

7 %’brépared Statement of Richard Gregone Part 4 Ju.ly 12 1988, PP- 388—389

? Subeommittee testimony of George Morales, Part 3, April 7,1988, p. 296..
10 Morales, Part 1, July 1§, 1937, p. 48.
11 Morales, Part 3 PP 204995,
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ations. Morales was also given- ‘the opportunity to buy drugs Cuban
authorities had seized. from other traffickers.l? 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 d1d not end

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

portunity to relocate his entire smugglmg operations in Cuba. He
testified that Cuban officials offered him a house, ahd operational
runway and the use of Cuban banking facilities.2® Although he did
not move to Cuba, Morales said he used a Cayo Largo bank to laun-
der over $500,000 in drug money.!¢ From Cayo Largo, Morales was
able to tra(nsfer his drug money to other banks around the world. 17
] . IpEOLOGICAL USE OF DRUGS

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 launch their operations, and the revolutionaries con-
trol the land and the people the traffickers need to grow the crops
and run thé processing laboratories.*®-

Jose Blandon -told the Subcommittee of Castro's decision to
become involved with the traffickers.20 According to Blandon, in
the late 1970’s; Castro decided to use the growing power of drug
traffickers and drug money to export revolution’ throughout Latin
America. Castro’s overall aim was to influence events in Central
Amenca by sunultaneously aligning himself with narcotics traffick-
ers and reglonal “military leaders, following the éxaraple set by
General Noriega in Panama.>!

Castro pursied this policy by working closely with the M-19. The
M-=19 received advice and assistance from the Government of Cuba
even as it reached a working agreement with the Cartél’s following
their war in Colombia.22

Maintaining a relationship between the Cartel and the various
Colombian guerrilla ‘movements has been a significant policy goal
of the Cuban government. Blandon testified that Castro assigned
the Cuban Ambassador to Colombia, Ravelo-Reneda, the task of
mediating the relationship between the guerrillas and the Cartel.
According’ to Blandon, Ravelo-Renedo reported to Manuel Piniero,
the head of the Cuban Communist Party’s'Latin American:Depart- .
ment 23 A mtness at the M:laml conspu'acy trial in Wthh Ravelo-

32 ]hid Part 3. p. 296; part 1, p.49.
13 Morales Part 1, pp. 89-90.
14 Ihl
15 Morﬂlpes. Part 3, p- 296 and Part 1, pp. 65-66.
14 Moraltes. Part 3, p. 204 :
17 Morales, Part 1, p. 48. AR e
18 Sphcommities testiony 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 Spheommittee testimony of Jose Blandon, Part 2, Feb. 9, 1988, pp. 106-108.
21 Ihid. '
p 22 %ubc%iémttee tegtimony of Ra.mon Milien Rodriguez, Part 2, pp., 249, "55—255 Blandon,
art @, p
23 Blandon testimony, Part 2, pp. 106-107.
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Renedo was- an indicted co-conspirator, quoted the high ranking
Cuban ofﬁma.]s as’ saymg, “We’ll drown them: [the Amencana] in
drugs 224 _

CUBA PANAM.A AND THE CARTEL

Castro 5 role as a mediator was not-limited to dis utes between
the guerrillas and the Cartels: Aécording to Jose Blandon Castro
also acted as a mediator in a dispute betwéen thé Medellin Cartel
ahd Noriega. The-dispute ardse when Nonega raided a Cartel:labio-
ratory in the Darien province of Panama‘in June, 1984, arresting
28 employees of the Cartel and selzing millions of doHai¥s’ worth of
equipment and' drugs, after accepting:$5 million from the Cartel to
protect it. The Cartel decided to lel Nonega in revenge, ‘and Nor—
iega turned‘to Castro for help.25:

At Noriega's request, Blandon met Wlth Castro in Havana on
June 21 or 22, 1984. Castro recommendéd that Noriega return the
$5 million in protectipn money and return the plant, personnel and
equipment to the Cartel.26 During his testimony, Blandon produced
photographs of himself with Castro :which he said were taken
during that meeting. The. photographs were sent.to Blandon by
Cuban intelligence three. months_after thé meefihg. They were
madé part of the hearing record and’ were used by the Mlam1 grand
jury which indicted Noriega.??

Blandon testified that a week later on June 27th or 28th, Nor—
iega and Castro met directly in a meetlng that lasted five to six
hours. At its conclusion, Nonega told Blandon ‘that “everything
had been arranged and they were Zoing to proceed . accordmg to
Castre’s proposal.” 28 Although 'a deal”with the Cartgl had beer
concluded, Norlega was still conicernied that his life was in danger;
as about one” hundred ‘members of. the "Cartel’ weré living in
Panama.2® The.Cubans sent a 25~sold,1er m1111:ary unit to fly back
with Noriega to Panama to ensure hi§ gaféty until the tetms of the
deal w1th the Cartelfcould be carried out.3°

CASTRO DENIES INVOLVEMENT

F1de1 Castro personally denounced the Blandon testlmeny as a
fabrication.in a lengthy interview with an NBC reporter. He
denied the :allegations that he mediated the dispute between Nor-
iega and. the Cartel, In addition, Castro said that:Cuba was not in-
volved in drug trafficking and offered to proye .it. He said that if
the Subcommittee members. would visit Cuba they woyld see “1rre-
futable” evidence proving that Blandon had Hed.?:

Senator Kerry, the Subcommittee Chairman, told a representa-
tive of the Cuban Interest Section in Washington that he would not
visit Cuba unless staff was permltted to “ad¥ance .the tnp and

24 (Gregorie Prepared Stafement, Part 4, p. 389. '
25 %chommttee test:mony of Jose Blandon Part 2, Feb 9 1988 pp- 101—106
26 1

37 Thid.

28 Thbid,, p. 104
29 Thid., p. 103.
-3¢ ¥bid,, p."106.

Fez;; ;(S)ui:géxg Leader Castro Denounces Jose Blandon Senate Testlmeny NBC nghtly News
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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.
The-Cubans.never replied to any of these requests, and never made
any further arrangements. for the visit. As a consegquence, the trip
never took place.32 T

ALLEGATIONS CONCERNING NICARAGUA

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

.Floyd Carlton testified that Pablo Escobar sent him to Nicaragua
twice in;1984. The first time he went with Ricardo Bilonik, a busi-
ness paritner 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 in Nicaragua.3s

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 amnesty.36 . ‘

Ramon Milian Rodriguez’ account of this request is supported by
the testimony of a Miami attorney who first met with lawyers for
the Cartel in Bogota in 1985 and later with all the Cartel leaders in
Medellin. '

In QOctober, 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 cocaire into the U.S.” 37 :

The Cartel lawyer told the Miami Attorney that Cartel leader
Jorge ‘Ochoa ‘finances both Sandinista ahd anti-Sandinista forces
in Nicaragua by setting up drug operations there.” %8

32 March 14, 1988 meeting between Deputy Chief of the Cuban Interest Section in Washington
DC, Manuel -Davis, and Senator John F. Kerry and Blandan, Part 3, pp. 81-32.
13 Sphrommittee deposition of Floyd Carlien, Dec. 4, 1987, pp. 86-87; Blandon testimany, Part
2, Feb. 9, 1988, p. 141 R - .
&+ Deposition of Floyd Carlion, Dec. 4, 1887, p. 89.
25 Thid,, pp. 93.95.5
a8 Closetf session’ testimony of Ramon Milian Rodrignez, June 25, 1987, pp. 58-55.
37 Debrief, “Miami Attorney,” DEA, Octaber 21, 1986.
32 Thbid,, 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 -Attorney that they had ‘invited him to meét with
them to act as a representative to “open negotiations with the U.S.
Government.” ‘Ochoa told the Miami Attorney that the Cartel had
“certain information which could be of interest to the nsdtionsl se-
curity of the U.S.” regarding, developments in Nicaragua, Cuba
Mexico, Panama, and Colombia.5®

‘Ochoa told: the . Miami Attorney that the: Cartel had “worked
with the Communists in the past.”:Ochoa stated that.“there was a
100,000 man:army.of radicals in the mountains consisting of Pales-
tLD.IaIIS -Libyans,*: Peruvians, Argentinians, Ecuadorians and
Cubans ‘which :-were better equipped than the army of the Repubhc
of Colomb1a and had received arms from Libya;” 40 -

The Cartel leaders told the Miami Attorney that they mshed t0

“work” for Ametican mte]hgence by supplying information about
guerrilla activities, thereby inturring amnesty for’ theéir efforts.”
The Cartel leaders proposed “to have their representatives col ect
intelligence for a period’of six- months to a year, thereby -assisting
the U.S.  government in geétting the’ intelligence it neéds on the
commumst guerrilla problem. At'the end of this time petiod, they
would4 1recewe -amnesty or an- end to- theu' extradltlon proceed-
ings. :

The Miami Attomey returned to the US. w1th the Cartel’s offer,
relayed it to U.8. authorities, and passed a polygraph regarding
this account. The DEA and FBI then ‘décided that conversations
with thie 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 Turther. mvestlgatlon by
either agency in connection with Nicarsagua or the Contras. *

Addlf:lomaly allegations about Sandinista.involvément in drug traf-
ficking came from Barry Seal who worked as'a DEA mformant
after he was caught smuggling 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 an
undercover operation.4Z

"Seal flew to Nicaragua and obtamed photographs of a Pederico
Vaughn, who U.S. authorities identified as a Nicaraguan govern-
ment offieial, and Pablo Escobar loading Seal’s plane with drugs.+3

The material gathered' by Seal becamé the central evidence
thereafter used by U. S ofﬁc1als cltmg Sand:lnlsta mvolvement in
narcoties.4 -

After the Seal operation was exposea Federlco Vaugh.n disap-_
peared, and no further information about the Seal allegations ma-
terialized. The House Judiciary Subcommlttee on Crime found that
the phone number used by Vaughn in calls hé received from Seal
was a phone number controlled by the U.S. Embassy since 1985,

20 Thid.

%0 Miami Attorney Deposition ta Subeomzmcbee DEA debnef November 13 1986

41 DEA Debrief engm Attorney, November 13 1986.

12 Gregorie, Part 4, p. 165. )

<2 Jacobsen ‘I‘esbmany, House Judiciary Subcommittee on Crime, July 28, 1988.

44 Sop Subcommittee testimony of General Paul Gorman, Part 2, pp. 104-107; Lawn teat.smo-
ny, Part 4, pp. 184-135,
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and by the U.S. Embassy or other foreign missions contmuously
since 1981.4%

In its International Narcotics Control Strategy Report regardmg
‘Nicaragua, the State Department noted that there Is “no evidence”
of the use of Nicaragua to slnp drugs to the U.S. “since the aJlega—
tions made in 1984” in.connection with the Seal case. 46

Smmmmz AND CONCLUSIONS

The. Subcommittee testlmony regardlng ('mba.n mvolvement in
narcotics trafﬁckmg was consistent with the findings of the State
Department in its most recent U.S.-International Narcotics Control
Strategy Report. That report notes :

US. law enforcement agencies report the routine use of
Cuban airspace and terroritorial waters ds safe havens
against U.S. Governmeént ‘interdiction efforts. Some of the
flights or sal.hngs m % énjoy the sanction of Cuban au-
thorities, as there has been some reporting that Cuban au-

- thorities have permltted narcoti¢s traffickers fo use this
strategic location in exchange for facilitating Cuban aid to
guerrillas and subversive elements in third countries.4? - -

‘As.the State Department report recogmzed “cor,ruptlon ex1sts in
Cuba’s. malfunctioning economy.” 48. 1t is difficult to determine
whether the involvement of Cuban officials with drug traffickers is
a matter of personal corruption, or as Jose Blandon test1fied a
matter of pohcy by the Cuban government. .

- HAITI

R N INTRODUCTION

By 1985 the cartels -began to seek addltlonal trans1t 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 government, and its:un-
~ stable political situation. The Island of Hispaniala on which Haiti
. is located, is on-the most. direct route—barring transit of Cuba—
from Colombla 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 airspace. Drug Planes can take off and
la.nd freely at any of.the island’s n rous secondary airstrips.?
_ - Since the day of “Papa Doc” Duvalier, Haiti’s :government has’
been- notorious for its corruption. The Duvalier family and their as-
sociates profited enormously from the protection of many illegal
enterpnses, 1nc1udmg narcotlcs trafﬁckmg ® However, unt11 1987,

+5 House bestlmcny, :ibid.

4€ {J.S. Department of State “Internatmnal Narcotl.cs Control Strategy Repcrt * March, 1988

p- 144.

""US Depertment of State International Nareoties Control Strategy Report, March 1988 P
157.

+& [hid., p. 159, =

1 Subcommittes testimony of Thomas Cash, Part 4, July 11, 1988. pp 21-232. -

2International Narcoties Control Strategy Report, Bureau of Intpinational Narcotics Matters
U.S. Department of State, March 1988, p. 162.
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most of the drug smugghng through Haitl was conducted by indi-
vidual “transportation” organizations which made the1r own. ar-
rangements W1th the Haltlan government ofﬁcm]s

THE COLOMBIANS MOVE IN

Followmg the “departure of Baby “Do¢” Duvalier ‘and the presi-
dential elections of 1987, the Colombijans took advantage of the
complete breakdown of government institutions and began to move
into the; country in:force. They.focused-their efforts on corrupting
key military officers wheo ‘were in ‘a position. to assure that there
would:be no interference with.their bperations. .

According to DEA intelligence; -the- number of Colomblan narcot-
ies traffickers residing, in Haiti has been growing.daily and the nar-
cotics organizations are now using Haiti as a base of operatlons,
storage site and staging area. In add1t10n, these orgamzatrons are
buying up legitimate businesses to serve .as front companies for
their smug,ﬂfhng operations. Once having, gained access to local
commpgrce, they then fotus on corruptmg pub lic officials to protect
their inferests.3-

The Subcommlttee heard a deta1led ,account of the process the
Colombians used to establish themselves in Haiti from .Osvaldo
Quintana, a: Cuban:Amériean who became involved in-drug smug-
gling: from Haiti 0! Miami. Quintana Jafer téstified about his expe-
rience before & Federal grand jury in Mianii. He explairied that the
Colombians established a working relatlonshlp with Colonel-Jean-
Claude Paul by working through a' Haitian “named -Cardozo? The
Colombians agreed to pay Colonel Paul, the commander of the De-
sallines Barracks, for protection and for the use of runway on his
ranch for cocaine flights.# Commangd of the Desallines Barracks al-
lowed Colonel Paul to play a p1vota1 role in Haitian politics be-
calise’ this force is the elite unit:responsible:for. the - protection' -of
thé Presidential Palace.® Colonél Paul’s influence was very much
in evidence during the 1987 election, when much of the violence
was attributed to:soldiers and secunty officials- known as, Tontons
Macoute acting under his direction®.. + -

"Actéording to Quintana,’ the payoffs to Paut were to- be made b
Cardozo on a shipment-by shipment basis.. In October, 1986, Colonel
Paul became dissatisfied with the.amount ‘of money he was receiv-.
ing and seized a sh:rpment of drugs in protest. The Colombians in-
vestigated the seizure and: found that their middle man, Cardozo,
had been pocketing most of what they thought he had been paying
Colonel Paul. The Colombians sent a téam of gangsters to Haiti
and brought Cardozo.back to Colombia, where they brutally beat
him for his “theft™: The money was. repald and aul’s demands
were satisfied.” '

Quintana also.told the. Subcomrmttee about the efforts Colonel
Paul, his wife Marie Mireille Delinois, and his brother made to es-
tablish their own cocaine distribution system in Miami.?2 Roger

'.l

2 Cash testimony, pp. 21-22 and Gregorie testmony, p. 183
4IQbu1:L.ntan? t'éeshmony Part 3, April 3, 1988, p. 148.

&

ﬂIbld..a.ndHolwﬂl testimony, T:'art.4 July 11 1982, pp- 55—56
TQumtana Pp. 148-149. : s
& Thid , p. 18}, '
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Biamby, a Haitian community leader in Miami, told the Subcom-
mittee. that Colonel Paul and other military ofﬁcers owned ships
which sdiled between Miami and Haiti carrying cocaine.®
‘Quintana’s testlmony 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,1° ‘However, once indicted, they
cotld not be prosecuted because there is not an' extradition treaty
between the U.S, and Haiti. Further, the Haitian constitution in
effect at’ the time prohibited the extradition of Haitian nationals.tt,
Richard Holwill, the Deputy Assistant Secretary of State in.
charge of Carlbbean Affairs was questioned by the Subcommittee
on the decision to go forward with the indictment and the issue of
coordination between the Departments of State and Justicé. He
said that the extradition isstue and the problem of actually bringing
Colonel Paul to trial in the United States was not fully resolved in
the' pre-mdlctment meetmgs between State and Justice.}2
Confronted with 2 situation where an imporfant military official
with a céntral role in the. Haitian government was protecting the
narcot.u;s trade, the. United States tried to pressure the President of
Haiti, Leskie Manigat, to have Colonel Paul removed from the mili-
tary However, a coup drove Premdent Manigat from office on June
20; 1988 and Colonel Paul contmued to play a promiinent role in
the armed. forc.es 13
Political chaos contmued after the first coup which placed Gener-
al Henri Namphy -at the head of the government. On Septerber
18,.1988 .a second coup removed General Namphy and brought
Colonel Prosper, Avril to power. Avril was installed as the new
President and. Colonel Paul was finally forced to resign.'4 On No-
vember 7, 1988, -Colonel. Paul was found dead. His wife, Marie Mir-
eille Delmo,ts, under indictment in Miami for drug dealing, was de-
tained by Haltlan authont1es as. the murder suspect 15 _

" * Ty Mran CONNECTION

Roger Biamby testified: that government officials in Haiti use a
Miami branch of the Tontons Macoute fo- terrorize the locdl Hai-
tians into cooperating with smuggling operations.1¢

Biamby said that -the Miami based Tonton Macoutes are con-
trolled by Lionel Waocley, a Haitian national residing in Miami’s
Little Haiti.1? According to- federal law enforcement officials in
Miami, Wooley’s gangsters protect. crack}aouses and crack process-
ing plants. They protect the drug shipments; the cash proceeds
from drug sales and they insure the silence:of .the Haitians who
have been used to unload drug shipments from the boats on the
Mlam1 Rwer 18 :

9 Bmmby testimony, Part 4, Ju.ly 11, 1988, pp. 10-11, '

10 Prepared statement of Richard Gregone Part. 4, July 12, 1988, p 395.
11 Eoéwﬂl testimony, Part 4, July 11, 1988, p. 48

12 " -

13 Holwill testimany, p. 55.

14 Thid.

15 %"}ﬁew York Times, Igove)mber 12, 1988, | :

ie y testimony, pp. 9, 12 .
17 Ibid, p. 9, 4
18 Subcomxmttee interviews in Miami.
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. "DEA’s OPERATIONS IN Mrama AND IN Harmt -

“The Miami police and Drug. Enforcement Agency have had great
difficulty in. development of prosecutable cases against the princi-
pal Hgitian traffickers in Miami. In order to, penetrate the close-
knit Haitian society, the authontles rely on wuetapes, informants
and undercover operations. However, law enforcement agencies
employ a limited number of French-Crecle speaking officers, and
undercover - operations have been limited as a result. DEA regional
chief Tom Cash testified that DEA operat1ons 1n Haiti were also af-
fected by this problem.®

In Haiti, DEA "participates ‘with a Haitian surveﬂlance unit in
wato'hmg the Port au Prince airport.29 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 tra.nssh1pment points.2? Even if the surveillance provided
useful information, U.S. Attorney Gregorje argued that Ham 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 being destroyed, are often resold by the authorities.23 In
characterizing the Haitian governmental structure,,Deputy Assret—
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.” 24

The weakness of governmental institutions in Haltl has made it
extremely difficalt 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 Information Coordination. He:

then conceded that because there are no corresponding institutiosi-
al structures—such as a navy or coast guard—to- tackle the narcot-
ics problem, the -idformation center didn’t “mean much. He ac-
knowledged, DEA efforts m Haitj are rudlmentary at best.” 25

CONCLUSIONS

There is little. hope that serious inroads can be made into the Co-
lomblan narcotics trafficking through Haiti until legitimate-democ-
ratization efforts are undertaken. As long as'the Haitian military

continues to control virtually every government ‘institution, includ-

ing the judiciary and law enforeement 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. Ore of these might include an immediate review
by the Department of State of visas which have been granted- to
Haitians residing in Miami who are suspected of being involved in
the drug trade. For example, two witnesses identified Lionel

12 Biamby testimony, g 12,
#0 Cash testimony, p. 23.
21 See generally Quintana testimony.
22 Gregone t.e.stzmony. pp 183-184.

24 Holwﬂi' teatxmony, p 53-54.
38 (ash tegtimony, pp. 8-44.
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Wooley as running the Tontons Macoute in Miami and controlling
a major cocaine distribution network. He resides in.Miami on a
U.S. issued visa. His case should be carefully reviewed to determine
v%hgther he has commlt:ted acts mcompat1b1e with his immigration
status. -

In addition, a maJor effort should be undertaken by drug-enforce-
ment agencies to frain specialists in the Haitian disdlect. There are
few law enforcement:officials with this skill, which has been ‘a
major obstacle to.developingeffective mte]hgence operatmns direct-
ed.at the:Haitian distribution networks: -

~Direct, government-to-government assmtance, W1th ‘the exceptlon
of humanitarian assistance provided through private and voluntary
agencies, should continue to be prohibited to Ham untl.l Iegltlmate
democratization eﬂ'orts are underway.

HONDURAS L

INTRODUCBION

Honduras has been a transit point for narcotlcs commg to the
United States since the late 1970’s. Its relatively sparse population,
large numbper of remote dirt airstrips, long coastline and unpoliced .
Bay Islands, make it an attractive stopover point halfway between
Colombia and the United States. Colombian marijuana smugglers
have used Honduran waters to transfer loads from mother ships to
smaller boats headed for the United States. Colombian cocaine traf-
fickers have uSed Honduran airstrips for refuelmg and transship-
meént of cdeaine heading north.

In adetlon, two large recent cocaine seizures demonstrate that
Honduras is being used to repackage narcotics to.avoid detection as
the drugs comje across. the U.S. border. In 1987, Customs officials
seized 2,268 kilograms of cocaine in- a. shipment’ “of Honduran plan-
tains and 3,629 kilos in‘a ‘shipmient of Honduran furniture. 2

There. is ‘evidence’ that individuals in the Honduran mijlitary,
which controls the police, have protected the cocaine trade. The
military has domimated the elected civilian government since de-
mocracy was presumably restored in 1981. The Honduran military
has consistently supported U.S. pohmes in Gentral Amenca, most
notably the Contra war.

Hondurag hds réceived large amounts of U.S. assistance. In 1986,
Honduras was the eighth largest recipient of U.S. foreign assist-
ance, receiving $189 million in Joans and grants. The peak year for
U.S. aid to Honduras was 1985, when ‘the country received $289.1
million of which $73.9 mﬂhon was in m:htary assqtance 2

History OF NARCOTICS TRAFFICKING IN Honpuras

Members of the Honduran military leadergship became involved
with gun running and smuggling through their relationship with
then-Colonel Noriega. According to Jose Blandon, Colonel Noriega
used his relationship Wlﬂl military mte]hgence counterparts

! INCSR, State Department, March 1988, p. 128.
1 é‘Hondnras: U.S, Foreign Assistance Facts,” by Robert E. Sanchez, 2(?pz'el,g'n Affairs and Na-
tional Defense Division, Congressional Research Service, updated May 287 1988, p. 8.
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throughout Central America to protect his arms dealings and his
entry into the drug trade. His counterpart in Honduras, the head
of the Honduran military mte]llgence in: the late 1970’s and early
80’s was Colonel Torres-Arias.? -

Jose Blandon testified that Nonega drew Torres—A.nas and a
close associate of his, Colonel Boden, the commander of an armored
division, into the business of supplying weapons: to the FMLN
rebels in El Salvador. Several weapons flights:from Noriega to the
FMLN in Salvador went through Honduran territory and were.pro-
tected by Torres-Arias and Boden. When: ‘Blandon: was - asked
whether he personally knew that ‘weapons ‘were being ship p
through Honduras 0 the rebels in El Salvador ‘he responded
course.” ¥ _ -

He went on to testlfy

. Noriega coordinated meetings in Panama with the
Dlrectorate of the Farabundo Marti Front to establish two -
routes for the supply of arms to El Salvador, one through

' . the Gulf of Fonseca and another i in the North” of Hon—
: duras called thie-Ho Chi Minh Trail:- -~

Did you attend any of those meetlngs" - o

-~ Answer, T: attended both meetmgs R D

In 1983 Nonega arranged two meetings between Torres-Ar:as,
Boden and the FMLN rebels. Noriega wanted to hayve Fidel Castro
introduce. Torres-Arias and.Boden to the FMLN leadership.in oxder
to facilitate theé development of a direct relationship.5 .To conceal
Havana as théir real dest.manon, Torres-Arias and Bodén said they
were traveling to visit Noriega in Panama. They went to Panama
but were then flown to Havana in a Panamanian- m:shtary jet for
seciet meetings with Castro and the FMLN. When the word of the
~ trips to. Havana begatn to circulate among the Honduran imilitary
leadership, Nonega ‘Passed the detsils back to. the CIA.7:News of
the trips causéd a scandal which led to the dismissal of both
Torres-Arias and Boden from the Honduran military.

Blandon testified that by 1981, the relationship between Norlega
and Torres-Arias had expanded into narcoties trafficking.® Blandon
also testified that he had indications that the network of clandes-
tine airstrips in Honduras which Was being used to supply the
Honduran-based Contras were being used by drug planes.®

Honduran coastal waters also have been .used to transfer mari-
juana from mothér ships to smaller shrimp boats for, runs. to the
United States. Convicted smuggler, Leich Ritch testified that he

had cargoes of marijuana transferred from Colomhian mother ships *

to their shrimp boats in Honduran waters. Ritch testified that the
shrimp boat they used lopked exactly like the ones the Hondurans
used and blended in with the Honduran fleet. The Colombian
mother ships off- loaded the manjuana 10 the shnmp boats at mght

3 Tesbmony of J o5& Blandon part 3, Apn] 4, 1988, pp. 14—16
#Tbid>--
¥ %ld

8 Ibid., pp. 17-18.

7 Ibid, p. 15

8 Ihigd., . 13.

o Ibid., p. 17.
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and the shrimp boats would then head back to the United States.1?
Convicted trafficker Michael Vogel testified that his smuggling
group ‘was offered the same. off- loading use of Honduran waters.?
While Vogel testified that he never personally used Honduras, he
was aware of a group workmg out of Honduras in conjunction w1th.
the Honduran military.12 -

Ritch’s and Vogel S account of using Honduran waters for the
transshipment of marijuana was confirmed by Tomas Zepeda, the
agent, who. opened the first DEA office .in Honduras in .1981.
Zepeda, in. a Subcommittee deposition,. stated that Honduran
waters were being used for transsh.lpment to' a considerable
degree.t3 .

He went on to say that such transshlpments were protected by
the military. When the DEA would ask' the Honduran Navy to
intercept the smugglers’ boats, Zepeda said they (Honduran naval
officers) would:

. stall for time, identifying a number of problems,- lack of -
“fuel, the boat would be unable to operate. And frequentlyT .. -

L wou_ld have to go.into headquarters: -and request. authoriza-
tion -to buy fuel for the patrol bodts so we could go out .on . -
can ‘operation. It was usua]ly after the fact when we got out
in the patrol area.’* . .

- Zepeda-also said that he:had- recelved mformatlon that Torres-
Arias was involved in the drug trade and that he had passed the
information on ‘to Washington.'® According to Zepeda, when
Torres-Arias was replaced by General Gustavo Alvarez the corrup:
tion at’senior levels of the -armed forces ‘continued.” Zepeda said
that he filed extengive reports on theCorruption of thé: m]htary by
the drug traffickets and that the corrupt:on made his Work in Hon-
dutas difficult: -

- “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.!6 -

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 thaj:/even though there had not
been ‘iany arrests; the office had generated a sGbstantial dmount
of useful intelligence, when the office closed, Zepeda was: sent to
the Guatemala City DEA office, where he continued to Spend 70%
of his time dealihg with the Honddran, .drug oBTem . Zepeda tes-
t:fed that the drug problem in Guatemala was legs severe than the
one in Honduras 18

10 Testimany of Leigh Ritch, Part 2, February 8, 1988, p. 63.
1 Depos;hon of Michael Vogel, March 31, 1988, pp.-24-25.

13 Thid.,

i3 Zepeda Deposut:on, Part 4, April 6, 1986, p. 720.

14 Thid., p. 722.

18Thid, p. 720. -

16 Thid., pp. 721—"."23 >
17Thid., p . : :

. T24.
e Thid., pp. T24-725.
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Bueso Rosa, LATCHINIAN AND NARCO TERRORISM

Qu Qctober 28, 1984, the TBI seized a- sh1;pment of 345 kilog of
cocaine worth an estlmated .$40 million on a rural airstrip in South
Florida. The proceeds from the sale of cocaine were to have been
used to finance a plot to assassinate- Honduran Pre51dent Roberto
Suazo Cordoba.?? :

Arrested in the plot were General José Bueso‘Rosa, who was at
theé time the Honduran military ‘attache in Santzago, Chile, Geoard
Latchinian, ‘a Honduran -arms dealer living in Miami; and Faiz Si-
kiffy; a Hondurainr businessman also living -in- M1am1 ALl weére
charged with conspiracy to commit muarder,2?

At the time of the arrests, FBI Director William Webster stated:

‘We don’t want mternatlonal terronsts to estabhsh
beachtieads or bases for operations in the United States
sucl'lldas they havé enjoyed for years in other parts of the
world.2?!

Factual ‘Admissions by ‘the United States in the trial of Qliver
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 had Worked

out arrangements for support of the {Contra} Resistance with Gen- -

eral Bueso-Rosa, .a former- Honduran military officer who:had re-
cently been convicted of offenses in the U.S. It. Col. North suggest-
ed that efforts be made on Bueso-Rosa’s behalf:to deter him, from
disclosing details of these covert activities®2 .

Bueso-Rosa was subsequently extradited from Chile. to the Unlted
States While Latchinian. wag convicted By a federal jury on con-
spiracy charges and sentenced.to 80 years in-prison,. Bueso-Rosa
was treated very lemently He was sentenced to five years at Eglin
Air Force Base federal prison camp ‘in Florida, after senior U.S.
government officials attempted to intercede on. his behalf since

he had been a friend to the U.S.. .., involved in helping us
w1th the Contras.”22 The Justice Department had obJected strenu-
ously to. the Yenient treatment accorded Bueso-Rosa, arguing that
the conspuacy was . the' most s1gm_ﬁcant case of narco-terrorlsm
yet discovered.” 2% S

On November 21, 198‘7 Jorge Ochoa was arrested on a }nghway
in Colombia drwmg a $7 0 000 Porche owried by Said Speer, a Hon-
dyran Colonel. serving ‘as a mdltary attache in Bogota Said- Speer
denied knowm ‘Othod and said-that his use of the car was unau-
thorized, “but’ he could not explam how he was“able to' purchase
su¢h'an expensivé car on ‘the pay of a Honduran Colonel 25 -

15 “FBI Nips Plot to Kill Presrdent of Honduras,” By Robert E. Taylor, The Wall Street Jour.
nal, November 3, 1984,

20 “Papers Show Drug Link to Suspect in Alleged Plot AgaJnst Honduren ” by Jon Nard-
heimer, The New York Times, November 3, 1984. :

21 Taylor, op. cit.

2z Agreed Statements, LS. v. North, U.S. District Court, 1988, #102.

23 Subecommitiee testxmony of Francis J, McNeil, Part 8, April 4, 1988, p. 52. Iran/C-ontra dep-
0511:101% 31' Mariil\_agﬁlchard Appendix B, Volume 23, August 19, 1987, pp. 122-128

24 Ibid,, pp

25 “Mzhtary officers in Honduras are linked to the drug trade,” by James Le Moyne The New
_ Yark Times, February 12, 1988, p. Al .
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- On November.19, 1987, a week after guthorities in Florida confis-
g cated. the largest seizure of drugs ever in the U.S. (8,000 pounds of
.cogaine) which had been packed in hollow furniture in a Honduran
factory, DEA announced plans to reopen its Honduran office:i26

i’ ‘! F

- RAMON MA:'I‘TA:BALLESTEROS

“In- March 1985 DEA ‘Agent”Enrique Camarena was I-udnapped
and brutally murdered in.Mexico. Camarena had been investigat-
‘ing -thecactivities- 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 worked through Mexico to the .Urited

States. Following Camarena s murder DEA began an intensive
search for Matta. - “

-Matta was born in Honduras and- grew up in an envn'onment 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

. prison in Florida;"Aftér serving three and one-half years of his sen-

‘tenice, he bribed *his way out of prison and fled to Mexico where he

joined a.drug smuggling ring. He rosé through the ranks to become
-one of" the ‘fop people in the smuggh_ng organlzatlon at the time
DEA agent Camarena began His inquiry

DEA trackéd Matta to Cartagena, Colombia where he was arrest-
ed and set for extradltlon ‘The Medellin cartel planned an escape
from the La Picotd prison in Bogota but the warden, Alcides Aris-
mendi, blocked their plans.'In revenge, the Carteal. murdered Aris-
mend1 while his car was stalled in Bogota. traffic. The Cartel’s

. “second:attempt at rescuing Matta was successful: They paid $2 mil-
lion in-bribes to the prison giards'and Matta walked out of jail and
fléw to Tegucigalpa: Once-back in Honduras, he surrendered to au-
thorities ‘on- outstanding -murder charges. He was subsequently
found innocent and resumed a “normal” life. He believed that he
was safe from extradifion to the United States because the Hondu-
ran constitution forbids thé extradition of Honduran nationals.

.. Matta, who had been characterized by U.S. Customs officials as a
cla.ss 1 DEA violator, quickly become- on ne of Tegucigalpa’s leading
citizens. He helped establish an airline .company, SETCO, which
among other semces provided cargo transport services for contras
based in Honduras.?® He took up residence on a lg.;ge estate.and
began giving money to the poor. At the same time, U.S. law en-
forcement officials believed that he began running his cocaine
smuggling dperation from Tegucigalpa. Their suspicions about his
activities mcreased as the result of two large 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—Ionduras 16 the United States. '

28 [1.S. looks at Honduras as drug frensfer point; DEA reopemn%ofﬁce in Teguclga.lpa..” The
Washington Post, By Wilson Ring, December 7, 1987, p. A2 INSCR U S‘)epartment of State,
INM Bureau, March 1988 p. 128-129,

27 1.8, grills Honduran drug lord” Dave von Drehle, Miami Herald, p. 1 April 7, 1988.

28 J.5. Customs Investigation Report, May 9, 1583, pp. B-10. :
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- In: addition, convicted smuggler Michael Vogel stated that in-the
*-courseaeof his - drugdtrafﬁckmg and looking into the possubllity of
trafficking through Hénduras, ‘he was’ mformed that an 1.}1d1v1dual
named *Matta was the Cartel’s point'man in Honduras specifically
and Central America generally, and that to engage in any narcot-
ics activity in Honduras one had to have his cooperation.?? _

Degpite his connection-to the. Camarena murder-and-his widely
suspected drug ‘dealing;- the. United-‘States «did not pressure:the
Honduran government to take steps tovexpel him. fiom the-éountry
or curb his activities until :April 1988.-On*April -5, :1988, the: mili-
tary-arrested him and expelled. bim from: the country by sputting
him on a plane to the Dominiean:Republic. Upon.arrival in the Do-
minican Republic, he*was put on a plane to Miami with ‘American
authorities who arrested his as soon as the plane was in :American
airspace. The arrest occurred on the eve: of Zepeda s soheduled tes-
tlmony before the Subcom‘m:lttee : 1 )

RIGOBERTQ REGALADO LARA -.

On Ma 16 1988, the Honduran Ambassaclor to Panama W8S Or-
dered held wlthout bond in Miami after U.S. Customs agents found
nearly 26 pounds of cocaine’iit his luggage. .

° The Ambassador, Rigoberto Regaladg Lara, a ret.1red Honduran

army Colonel and step-brother. of the Horiduran armed fprces com-

mander-in-chief, had been Ambassador to Panama since 1986. In

response, to the arrest, the Honduran-government. notified U.8. au-

thorities that Regalado s diplomatic immunity had been suspended,

g]logvmg Regalado to be prosecuted under the laws of the Unlted
tates

Regalado had arnved at MJaJm Internatmnal Airport. from Tegu«
cigalpa on. 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 plasnc, ctmcealed 1ns:zde pant
legs and other clothmg in his suitcase.®? .. .

. Poricy ISSUES

A review of the hlstory of ghn running and drug trafficking

through Honduras suggests that elemerts of the Honduran mhili-
tary were involved in the shipment-of weapons-to the FMLNin El
Salvador and -in the ‘protection -of drug traffickers from' 1880 on.
These activities were reported to appropnate U. S government ofﬁ-{ :
cials throughout the period.
- Instead of moving decisively to close down the drug trafﬁckmg
by steppmg up the DEA presence in the country and using the for-
elgn assistance the United States was extending to the Hotidurans
as a lever, the United States closed the DEA office in Tégucigalpa
and appears to have ignored the issue, Little pubhc altention was
focused on the presence of Matta Ballésteros in the country until
the February 1988 New York szes art1cle 81

29 Thid., pp. 32-33.
30 “Ambagsadar keld on drug-charge,” The Miami Herald, May 17, 1988
31 “L» Moyne, New York Times, op. cit. *
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Moreover,.as- prevmusly noted, when a former Honduran- mili-

tary officer who has assisted the United. States in the Contra war
against Nicaragua became involved in a “narco-terrorist” plot to
kill the, elected president of Honduras, high officials of the U.S.
government interceded in an effort to get his sentence reduced.
_ Denying weapons to the FMLN was a major U.S. policy objective
in.the early 1980’s. }t was so important that it became a central
issue in United States-Nicaraguan relations and became a Justlﬁca-
tion for various U.S. supported actions against the Sandinistas.’

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 igsues were
of seconda.ry l.mportance f"*‘ :

A ‘PANAMA
INTRODUCTION

The indictment of General Manuel Antonio Nonege. on federal
naréotics charges in late January, 1988, did not come as a surpnse
to either the Executive Branch or the Congre

By the time General Noriega was md:cted the United States
government had received substantial mformatmn about the crimi-
pal involvement of top Panamanian officials for nearly twenty
years ‘and done little to respond

“The-failure of U.S. officials to act was largely the result of the
relatlonshlps Panamanian officials had developed with U.S. intelli-
gence<and-'law enforcement agencies in perforthing -services for
them on :a: variety of ‘matters, including drug enforcement. It was
also a-consequenice of ‘the desire :0f US' officials to maintain good
relations with the Panamanian government during:the negotation
and ratification period of the new Panama Canal Treaties during
the Nixon-Ford and Carter ‘Administrations. And it was-a conse-
quence of General Noriega's: provision: of Panamanian help . Wlth
the Contras during the Reagan Administration.

The Subcommittee has reached these conclusions on the bas:s of
sworn testimony from former U.S. officials reésponsible for handling
U.S. policy’ toward Panama, Panamanian officials who formerly
worked with General -Noriega; and drug-traffickers who had been
in the'narcotics business with the Panamanian dictator. The testi-
mony. of both the former Panamanian officials and the drug traf-
fickers associated with Noriega were-used by the federal govern-
ment as the basis for the Noriega indictments. In addition, the Sub-
commitiee received testimony from drug traffickers who entered
into agréements with General Noriega to move drugs or launder
money.

Significant information essential to reachmg a more complete
understanding of the evolution of US 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-
termine the process by which that ‘policy was made. In July, the
National Security Council denied the GAO access to th® files neces-
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sary to complete the job on the grounds of national security. The
NSC ordered all rélevant agencies ‘to’ withhold their files’ on
Panama from ‘the' GAO. As a cohseéquence, the Subcommittee has
not béen able to undertake ‘a full analysis of how the Noriega prob-
lem was handled by the U.S. prior t6 his indictment.

The Subcomimittee bélieves it is essential that the new Adniinis-
tration make it possible for the GAO to follow through Wlth its
review of past U. S pohcy toward Panama 1 ‘

ORIGINS OF CORRUP’I‘ION N MONEY LA:U'NDERING

Unt11 1968 Panamanian polmcs weére. dominated . by a small
group of leadmg 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 dlsputes 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-
self in charge of the country. The military took control of the polit-
ical system, and began to integrate the urban lower classes and the
rural peasants into the political and economic mamstream of Pana-
manijan society.®

Tortijos then turned hls attentlon to developmg the Pa.namaman
economy. These efforts included the .development of Panama as an
international banking' center. Torrijos was advised that Papama
could simultaneously become a tax haven by eliminating income
taxes and a bank haven by developing strict: bank secrecy laws
along the lines of Switzerland. By using the U:S. dollar as its offi-
cial currency and: developmg a legal system “which allows the For-
mation of “bearer share” anonymous corporations, Panama could
become -an ideal site for people~and ‘institutions from. around the
world:to depésit their money:without. havmg to-worry about con-
vertibility, taxation; or disclosure.*

During the late 1570’s and early - 1980, ﬂlegal do]lars began to

‘enter Panama-via private planes,.by private couriers; in passenger
suitcases on commercial flights, and as air-freight. Eventually, this
activity was facilitated by the Panamanian" thta:ry, who super-
vised the off-loading of cash into armored cars.5

By the end of the Carter Administration, U. S intelligence had
begun to recognize Panama’s increasing importance as a-center for
laundering U:8. currency. By the early 1980s, the Central Intelli-
gence Agency suspecfed that Panamanian officials were involved in
facilitating: money laundering for drug traffickers.® U.S. ‘policy

- makKers did not take any-steps in résponse 16 this evidence, howev: -

er, and official corruption in Panama spread from money Jaunder-
ing to a wide array of criminal activities, including: narcotics tra.f-
ﬁckmg by public offima.ls, their relatlves and associates.

"1 See GAQ-NSC corres ondence

lggé‘Panzama & Pol:thal : Prospects and U S. Policy Concerns,” CRS Issue Bnef June 16,
p .
2 Thid,

"4 See’ Submmmttee téstimony of Martin Mayer Part 3, April 5, 1988, pp. 67-—68 ; :

5 Subcommitted testimony of George Morales, Part 3, Apnl 7 1388, pp. 293-294; Leigh R1tch
Part 2, Pebruary B, 1988, pp. 66-68; Ramon Milinn Radngu&, Part2. . 247,

‘& Subcommittee testimony of Admiral Murghy, Part 4, July 14, 1988 p. 289.
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Prior to TOI'I'IJO s death in 1981, Noriega- began providing money
lanndering services for the Colombian cocaine traffickers through
their Miami accountant and money launderer, Ramon Milian Rod-
riguez.-Milign - Rodriguez testified that he had.begun:-to rely on
Panamanian Defense Force officials to assist him in laundering
money from: 1976 through 1979, before reaching ‘a personal agree-
ment regarding the -handling of drug money with Noriega in-1979,
Milian: Rodrignez testified that at that meeting in 1979, he negoti-
ated. an -agreement ‘on behalf of the:Medellin Cartel under -which
Noriega received a commission for providing security and related
services. for the drug money, ranging from one-half of one percent
to ten percent; deperiding on the services performed.7

According to Milian Rodrigunez, ‘between 1979 and 1983 the: PDF
helped: the:Medellin- cartel launder -billions of dollars through
Panama, meeting airplanes filled with Cartel money from Miami
‘ at the Panamanian airport, guarding the money as it was loaded
into armored cars, and delivering the money to the Banco Nacional
de Panama.®

Milian Rodriguez testified that in May 1983, Noriega decided to
eliminate him as a middle-man for laundermg cartel drug money.
Nonega arranged to have informajion .gbout the money laundering
actlvmes of Milian Rodriguez passed.on to the DEA. The tip result-
ed in Mjlian Rodriguez’ arrest by the Customs Servicé and the end
of his ‘money laundering career. Milian Rodriguez believed Noriega
had him arrested to allow “Noriegd’s cronies”, to take control of
the money laundering business, an assertion corroborated by Jose
Blandon in earlier testimony before the Subcommittée.® The asser-
tion is further corroborated by .a letter that DEA Special Agent
James L. Bramble wrote Noriega on July 15, 1983 to thank him for
assisting in the investigation of Milian. Rodnguez 10

Shortly.after Mlhan Rodnguez arrest in 1983, Cesar Rodnguez, a
membeér of Noriega’s “civilian group,” began referring .drug traf-
fickers with currency to launder to the Bank of Credit and Com-
merce . International ‘branch in Panama.l! BCCI had opened a
branch in. Panama in 1980, following a period during which its
London staff cultivated relanonshlps Wlﬂ’l then President Royo,
General Torrijos and Colonel Noriega.!? Amjad Awan, a BCCI offi-
cer -who had entertained a number of the Panamanians-in:London,
became the BCCI's Panamanian branch manager.!3

In sworn testimony -taken by the Subcommittee, Am;ad Awan
denied the allegations, that he or the BCCI branch in Panama han-
dled money from drug dealers.** However, the bank has acknowl-
edged-having an.account. relationship with Cesar Rodnguez which
included multi-million. dollar loans. Furthermore, Awan’s subse-
quent mdxctment on money laundering charges in Tampa suggests

7 Su.bcommlttee testunony of Mﬂm.n Rodnguez Part 2, pp. 230-231.
B Thid, pp. 227-228.
9 Teshmony of Ramon Milian Rodriguwez, Part 2, Feb. 11, 1988, pp. 254-255, Blandon, Part 8,
April 4, 1988, pp. 26-27.
o i0 Cee The Washmg!on Post Apnl 3, 1989, “Panamanijans Arrest 5 Accused in Drug Ring, A-
5.
n Subcommlttee testlmcmy of Lelgh Ritch, Part 2 2 Feb 8, 1988, p. 70.
12 ition of Amjad Awan, Part 4, Sept. 30, 1988 PP 470-471.
13 IblgISI 472
14 Thid., p. 513. . o/
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he lied to the Subcommittee about his role in-the money laurider-
ing business. His testimony on this subject has been referred to- the
U-S. Attorney for possible prosecution for perjury.” -

.- Acéording. to Awan and -officials” of ithe ba.nk in - 1982 Nonega
opened an account at BCCI with farge amounts of cash. The dc-
count gradually grew to around $20 million through deposits of sev:
eral hundred.thousand. dollars. in cash at a time: Noriega instruct-.
ed the bank 'te keep:the records of the account away from Panama-
nian nationalss and to-book*the account’outside of-the country.!s

--Noriega then nused the account-to make’cash payments to Pana-
manian political figures. Awan said that-he assumed that the pay-
ments were béing madeé in - connection :with the presidential elec-
tion scheduled for:1984; He said Noriega gave the politicians hand-
written notes which instructed the bank to hand over to them. cer-
tain amounts of cash: Noriegathen called the bank to say that
someone would be coming by with a noteé of instruction; and Awan
would give the cash to the persoft with the note.2s - -

- BEARLY. PANAMANIAN INVOLVEMENT IN NARCOTICS ‘

The Panamaman ‘military first formed ties with- drug trafﬁckers
in the éarly 197 O’S According to press accounts, these initial con-
tacts were noted by the US Bureau of N arcotics and Dangérous
Drugs (the “BNDD”), which identified Noriega, then in charge of
Panamanmn rnJJJta.ry mtelhgence, as workmg W1th the traffick-
ers 17

“In 1972, while the United States was negotiating with Panami
over the future eotitrol 'of the Canal, the brothér of the late Gener-
al Omar Torrijos, Moises Torrijos, was indicted for smuggling drugs
in Panamanian diplomatic pouches. U.S, law. eriforcemient authori-
ties learned that he was plannmg to transit:the Canal Zone, which
at that time was under U.S.-jurisdiction, and made plads to hHave
him . arrested.  However, Genéral Torn,]os was aléerted that his
brother was about to'be arrested as soon as he entered the Canal
Zone. It was this tip that allowed Mones Torr:uos to escape cap-
ture. 8 "

During-¢onsideration of the Panama@anal Treaties, the Senate
Select Committée on Intelligence was asked to -evaluate narcotics
mtelhgence ‘on Pgnamahian- involvement in the ‘drug trade. The
Committee’s then-Chairinan, Senator Birch Bayh, reported to the
Senate on the BNDD’s evidence of involvement of prominent Pana-
manians in drug trafficking. Arhong those cited by Bayh were Gen-
etral Torrijos’ brother, Moisés Torrijos, then-Foreign Minister Juan.
Tack, ‘who was said to have signed’the-diplomati¢ passports of drug
smugglers, and Raphsel Richard Gonzalez, the son of the then-Pan-
amanian Ambassador to Taiwan.1? Moises Torrijos’ drug traffick- -
ing was cited by some Senators as Justlﬁcatlon for voting. against
the Treaty 20 3

L5 Thid., pp. 477479, ’ T

“Ib:d.,pp £79-480. - - A

17 See “Panamanian milita.ry ofﬁeers deemed drug t.raﬂickers. Knut: Royce, The Times:
Union, Albany, New York, Jupe 10, 1988, p, A-1; _ T LT _

*& Congressional Record, Feb. 1989 S4115 : # ‘ ”

19 Senate Congressional Record, Feb. 21 1978, 83980-3981 -

20 Osngressional Record Feb. 21, 1978, Jatey S3975-8983.
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After the passage of the Treaty, no further action was taken by
the US"to respond to the. drug-related corruption in Panama.
Indeed, the issue of official corruption in Panama faded from
public- prominence until Noriega took power following the death of
"Torrijos in a plane crash.on July 31, 1981. |

N ORIEGA ] CORRUPTION -OF PANAMANLAN INSTITUTIONS '

The first ties between the Panamaman military and narcotics
traffickers took.place while: General Torrijos was still alive.2* How-
ever, as General Noriega-consolidated his power, the narcotics situ-
ation in Panama grew significantly more serious. As a conse-
quence, the military took increasing control of Panama's most im-
portant institutions, and used them not -only to generate revenue
for PDF officials, but also to exercise control over the drug trade.22

Noriega gamed control of the Customs, Immigration and Pass-
port Services, Civil Aeronautics, the National Bank of Panama and
the Attorney General’s Office, which together represented the
major Panamanian institutions with jurisdiction over the narcotics
trade. Noriega pushed legislation through the National Assembly
consolidating the National Guard, Air Foree, Navy, police, and Cus-
toms under a single command called the Panarnanian Defense
Forces (PDF).29

‘As head of the PDF, Nonega now controlled all elements of the
Panatmanian’ government essential to the protection of drug traf-
ficking and money laundering, thus accomplishing two goals simul-
taneously—increasing his control ¢ver Panama and enriching him-
self. Noriega had turned Panama’s poht1cal system into what one
witniess termed’a “narcokleptocracy,” a political system in which
Panamaman government became controlled hy personal loyalties

to Noriega, cemented by graft and corruption, and substantlally
funded with narcotics money. 24

According to Noriega’s former political adwsor, J ose Blandon,
and his former personal pilot, Floyd Carlton, Noriega’s partners in
corruption in Panama ultimately included many of the PDF’s top
officials. Among them were: Major Nivaldo Madrinan; chief of the
National. Depariment of Investigations; Major Luis Cordoba, Chief
of the Transportation Department of Pandma; Major Luis del Cid,
Commander, Chiriqui Region, an area used by drug smugglers for :
their operations; Major .Cleto Hernandez, who simultaneously
served as-Chief of the Panami Penitentiary and as a liaison with
the drug dealers; Major Jaime Benitez, Commniander, Colon Region;
Major Rafael Cedeno, Noriega’s personal assistant; Major Hilario .
Trujillo, Commander of the Central Zong; and’ Captam Luis Quiel,
whom Noriega simultancously placed in charge of Panama’s anti-
drug smuggling unit and as a liaison to the Medellin cartel. Iron-
ically, Quiel was at the same time Noriega’s representative to the
DEA, and thus in a %sﬂ:lon to alert the drug traffickers to what-
ever information the DEA had prévided him.2s

i: Suhcommm;ee Testimony of C.arlta.n, Part 2 Februaly 10, 1988, p. 216.
3’ Blandon, Port 2, Februa.ty g, 1988 pp. 101-102:

24 Mijlian Rodriguez, Part gg‘ Blandan, Part 2, p. 14B. .

28 ]glandzoin. Part 2, PP 91-93; Blandon Memorandum ta Subcommittee, Feb. 8, 1988: Carlton,
Part 2, p - S
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Blandon told the Subcommittee that a group of officers from the
Panamanian Air Force also participated in drug trafficking for
Noriega, -among them Colonel Alberto Purcell, Lt. Col. Lorenzo
Purcell, and Major Alberto Fundors, as well:as Air Force Chief of
Staff Marcos Justines, all of Whom enJoyed the profits of the smug-
gling operations.2® |

In addition to these military g g'roups, Noriega also ‘worked closely
with a group of non-military persorinel who became: known as “the
civilian group.” This group, which included his ersonal pilotsiien-
gaged in a-variety of criminal activities at Noriega's direction:
Prominent members of this group who-handled illicit operations for
Noriega included Enrique Pretelt, Ricardo Bilonik, John and Jorge
Krupnick, Carlos W1ttg1'een, George Novey 111, Cesar Rodnguez
and Floyd Carlton.27 - ]

: NORIEGA S INYOLVEMENT IN THE ARMS BUSINESS

Even before Torrijo’ s death Noriega had been active in the gray
market arms business, using. his control of the government security
apparatus to arrange Panamanian end user certificates which le-
gitimized - the shipment, of arms to Panama. Once in Panama, Nopr-
iega would'sell the weapons to whorever bid the moit -for them.2®

His earliest clients included the Sandinistas :whe were then
trying tq overthrow the N:caraguan ‘government of Anastasio
Somoza.?® The weapons were purchased in Eiropeé by Michael
Harari and Jorge Krupnick, who, worked with Noriega.2® The arms
were moved to Costa Rica for shipment to the Sandinistas undér
the eye of Noriega's partner, Costa Rican Security Minister Johnny
Echevarria. Although many weapons were in fact sold“to the Sandi-
nistas, many more wound up in storage in Costa Rica when the
Sandinista war ended in 1979:3%

According to Floyd Carlton, a partner of Ceear ‘Rodrigiez ‘and
pilot for Noriega, the excess weapons were then marketed by
Panama to the rebels in El Salvador.?2 ,

Carlton and his partner Cegar Rodnguez flew the guns into El
Salvador in 1980 using Panamanian military . aircraft. One one of
the trips, Rodriguez’ plane: was damaged on -takeoff and ¢rashed
when he triéd to land in El Salvador. Carlion, who flew & second
plane on the same delivery mission, pulled Cesar Rodriguez from
the wreckage put h_lm in his plape and flew t6 Panama where they
both went. into hiding.53

When Salvadoran ofﬁclals dJscovered fhe _wreckage of the Pana-
maman Défense’ Forces plane, the grigin of the weapons for. the
rebels was obvious. According to Blandon, the Salvadoran govern-
ment formally protested to Torn,]os about the. weapons deliveries,

—_ - \ -
x

28 Blandon Memorandum i Subcomm:ttee Feb. 8; 1988.

27 Blandon, Part 2, p. 91; see also testimony of Stevep M. Kalish, Senate Permanent Subrom-
mittee on Investlgatmns January 28, 1988; and Blandon Memorandum to Subcommittee, Feb. 8,

1988.
28 IBblandon, ibid., pp. 86, 138.
29 1 -
30 Subcommittee Testimony of Jose Bla.ndon Part 2, Februm-y 9, 1933 pp. 93-94, 1-10

3t Blandon, Part 2, Feb. 0, 1088, pp. 139-140 ‘and Testmnny of Francis McNeLL, Part 8; Aprll +.

1588, p. 53.
B2 S?;bcomm:tteetesnmony of Carlton, Part'2, Feb. 10, 1988, p. 184.
53 Carlton, Part 2, February 10, 1988, pp. 193-195.
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and the. General conducted a superﬁclal mqmry that fmled to ex-
plain the incident,3¢ .

According to Carlion, the pohtlcal crlsls caused by thepcrash sub—
sided and the -Noriega weapons continued to expand. Noriega used
hig contacts,with military.intelligence counterparts in the region to
ﬁﬁd and develop weapons markets Whlch he could ssupply proﬁt—
ably. -
One . such market became the Contras With the §o] Salvador
trade slowing, Noriega put.his pilots to -work flying weapons from
Panama.to Costa Rica for the Contras. According.to Werner Lotz,
many of l:he pilots moved mixed cargoes of guns and drugs to the
bases in Costa Rlca, dropped off the guns and flew on to the United
States with drugs .

' Noriega also developed other crmnnal enterpnses to supplement
the revenues’ he waf receiving. from money laundering, weapons
deals, and narcotlcs Among Noriega's business interests were rela-
tmnsh:tps with . companies operating -in-.the Colon “free zone,”
opened in 1953.as a center for duty free transshlpment of goods in
and out’of Panams. 56"

Noriega allowed the Cuban government to “establish compamee in
the zone. The Companies repackiged.embargoed Cuban goods for
export‘to the United Statés and imported prohibited high technolo-

gy goods from the United States.for reexport to Cuba. The trade in
flaubaz::li ?seafood through Panama to the U.S. became partlcularly

rge -

gther Noriega busmess intérests have included a company
owned by Noriega’s brother-in-law Ramon Serio, called Marinac,
which has had the monopoly on all idéntity cards for seamen in
the Panamanian mérchant marine. The identity card business pro-
duces’more’ than $20 fiillion a yesr.38 Accordmg to Blandon, Nor:
iega also controlled the liquor coricessions at the' Panamanian air-
ﬁorts the leather export monopaly, the ‘company controlling the

ee Zone, a television station, a number of banks, and a variety of
other businesses.?® _

b3 ¥ - -

NORIEGA AND THE CARTEL

Accordmg to Milian-Rodriguez; the cartel chose to deal with Nor-
iega rather than other corrupt officers of equal rank because they
believed Noriega alone was in the position to provide them with
both the intelligence and protection they needed.*® :

By imid-1982, ‘Noriega -was Worklng with ‘the” Medellin cocaine
cartel on several fronts: First; he was laundering their drug money
through the agreement negotlated by Milian Rodrlgue%. Second, he
permitted the cartel to establish processing plants in Panama, in-
cluding one in the province of El Darien in La Palina, near the Co-~
10mb1an border The plant was bmlt as’ the result of an: agreement

4

34 Carlton, Part 2, February 10, 1988, pp. 193-195.

a5 Lotz Deposmon, Part 4, Apr.ll 8,-1988, pp. 682—684 .

36 Blandon, Part 2, Ep 93—99 for free zone's status and ]:usto - See Area Handbook for
Panama, Foreign Area tudies Depa:rtment, American Umversxty, 19 2 p- 829.

37 Blandon, Part 2, Feb, 9,,1988, pp, 84-85, p. 93.

3 Blandon, Partz Feb. 8, 1988, p. 95.

38 Thid., pp, 98-99, L
w0 Closed) “Testimony of Milian Rodriguez, June 25, 1987, p. 83. e
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negotiatéd on Noriega’s behalf by Lt Colonel Julian- Bor'bua Melo
of the Panamaman Natlonal Guard. Thlrd he began to use mém-
-bers of his ‘‘civilidn group™ to smuggle nércotids-directly s¥ -

.. In 1982, Floyd Carlton was both a member ‘of General Noriéga’s
=“clm11an group” and: Geheral Noriega's ‘personal pilot. In 1986,
Carlton Wwas“arrested by thé United States, and convicted -on nar-
cotics charges. In 1987, Carlton became 2 principal witness against
Noriegs-in the Grand: J ury case brought in the Southern D1str1ct of
Flotida that led to N oriega’s'indictment.

- .Carlton -described ‘in ‘dstail’ 16 the’ Subcommttee how he estab-
lished a narcotics hafﬁckmg busmess on Noriega's beha]:f with the
Medellin cartel. . k

Carlton testified that he entered i;he business 6f smugghng co- ;
caing in mid-1982 while working as Noriéga’s personial pilot. Carl- 5
ton said that he’had several meetings with Pablo. Escobir and Gus- 4
tavo Gavera, two leaders of the cartel, who ‘asked him to smiigzle
cocaine from Colombia into Panama for the cartel. Carlton initially
declined, but changed his mind after dlscussmg the matter, w1th
Nonega a few weeks later. =

¢ Carlton’ testified” that on his second’ meetmg with Esco'bar, Esco-
bar offered to pay Noriega $30,000 to-$40,000 . -per load of cocaine,
and Carlton $400 per kilo. According to Carlton ‘Noriega advised
Carlton’ that this was top. hittle, and that he wanted $100,000 for the
first trip in advance. The oartél agreed. Ultimately, Noriega was

paid $100,000 for Carlton’s first flight, $150,000 for Carlton’s second
fhght $200,000 for Carlton’s third flight of ¢ cocaine, and '$250, 000 for
Carltoy’s foirth flight of cocaine.*2 .

Carlton testified that he was only: -0ne “of Nonegas several part-
ners in drgg trafficking. Amorng. others were Cesar Rodriguez, a
drug pilot ‘who obtained the. planes needed to smuggle narcotics
from among those seized by the Panamaman government from
other traffickers. 43 _ o _

NORIEGA’S Rni'r WITH THE C.A_RTEL

In May, 1984, on the day of the Panamanmn elections, the lead-
ers of the Medellin cartel came to Panama to meet with the former
president of the country, Lopez Michelsen. They had engineered
the assassination of the Colombian Minister of Justice, Lara Bo-
nilla, a week earlier, and needed protection and asylum until the
furor died down.4* Noriega told -associates that the caitel paid be-
tween $4 million and $7 million.for Noriega's protectmn of md1v1d-~
uals in the Cartel during this period.*s

_However by mid-May, Noriega became coneemed about the pres-
sure he was. recewmg from U.S. 1aw ‘enforement personnel concern-
ing the cocairie processing plant he had allowed the cartel to estab-
lish in Darien, Panama.46 Now that he was harbormg the cartel

e
[ L nn e oo T Fo o e .

4! Blandon, Part 2, Feb. 5, 1938, pp. 88, 101—-10‘7 i

42 §ubeommittee testimony of Car ton, Part2 February 10 1988 Pp- 188-—190

4% Subcommitice festimony of Carlton, Pa.rt2 ‘Feb.-10; 1983 18%. -

44 Supcommittee testimony of Blandon, Part 2, Feh. 9 1933 pp 101, 108 Csrlton Part 2, Feb.
10, 1988, p. 197.

is Blandon ibid., pp. 101, 108; Carlton, ibid., pp. 197-199.

46 Caylton, ibid., p. 199,
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leaders, Noriega feared that if he allowed Darien to remain open,
the U.S. nu%ht recognize that he had become a partner of the Me-
dellin -cartel. He:therefore decided -to allow the Panamanian de-
fense forces to conduct-a raid on the cartel’s cocaine: processing
.plant at Darien. 'I‘Wenty-three of the cartel's personnel were cap-
tured in the raid, and the plant and equipment were seized.%7?

Blandon testified that the Medellin cartel had paid Noriega $5
million to protect the plant, in addition to protection money for
harboring them from Colombian justice. The cartel leaders felt
Noriega had betrayed them and began planming his assassina-
tion.#® Noriega, who was travelling in Israel, learned of the plot
and decided to stay in London until arrangements could be made
thr(elcllgh Fidel Castro to. rescind the cartel’s order to have him
kille :

Blandon testlﬁed that Noriega %ersonally sent him to meet with
Castro to solve the {)roblem with the cartel. Blandon said that
Castro proposed a solution whereby the $5 million would be re-
turned to the cartel along with the machinery for the plant. The 23
persons arrested in the raid on Darien would be released. Noriega
agreed to the terms proposed by Castro. The 23 people were deport-
éd, and the Panamanian government dropped thé criminal cases
against the cartel’s employees 49

NORIEGA s U S PARTNERS

By 1983, Norlega s Wlﬂmgness to become an active. pa:rtlc1pant in
narcotics trafﬁckmg became known among U.S. drug traffickers,
who began to approach: him for assistance in moving narcotics
through Panama to the United States.

One American partner of General Norjega was the Ritch-Kalish
orgramzatmn, which smuggled significant quantities of marijuana
into_the U.8. .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 to use .Panama as its
base, permitted the drug traffickers to purchase a residence near
one of his own personal homes, and ultimately entered into a full
partnership with the organization.5?

Noriega invited Kalish to become a partner in Servicios Turisti-
cos, a business operated by “civilian group” members Rodriguez
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 was negotiating for Noriega on
the purchase of airplanes, mcludmg a Boeing 72T to be used by
Noriega for money -laundering. According to Kalish, Noriega ‘in-
tended to use that plane to. fly money -out of Washmgton D.C.
under diplomatic cover.3?

$7 Carlton, ibid., Blandon, ibid., pp--101-106.

+8 Blandon, ibid., pp. 101-102.

<9 Blandon, 1b1d. pp- 101-106.

9-"0 Test:mony of John Kalish, Senate Permanent Subcommittee on Investigations, Jan. 28,
1988, p

52 Ibzd., 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 -smiuggling operations un{il Kalish’s
arrest a.nd incarceration in Tampa, Florida on July 26,. 1984 52 -

- US. KNOWIEDGE OF NORI'EGA § ACTIVETIES

“As a consequence of the'NSC’s decision to prohibit GAO mvestl-

gators from receiving information-regarding US policymaking on
Nonega and narcotma, the Subcommittee cannot définitely deter—
mine what U.S. agencies knew about Noriega and whet they knew
it. (The GAO’s report to the Subcommittee Chairman regarding the
status of its inquiry, as well as a chronology of the GAO’s atfempt
to reach agreement with the various agencies of the U.S. govern-
ment in compiling the information oh General Noriega requested
by the Congress, are included as ‘an appéndix to this report.)
_ However, it'is clear from the testlmony ofa number of witnesses
‘before the Subcommittee that Noriega's activities in:.conmection
with narcotics*had become Wldely known within- Latm America by
the mid-1980’s.53

This knowledge extended to some of Norlega > pohtmal 0pponents
in Panama. By 1984,. a prominent member of the. Panamanian op-
position, Dr. Hugo Spadafora, began to pubhcly criticize Noriega
for working with Colombian traffickers in the. narcotics business.
Subcommittee witnesses testified .that Noriega arranged -ini- re-
sponse. to have Spadafora tortured and’ murdered by members of
the Panamanian Defense Forceés in' September 1985: The involve-
ment of the PDFswas confirmed by a ' number of sources, including
Noriega's: personal ;pilot, Carlton-and-Blandon,. The murdei-of ‘Spa-
dafora focused further attention in Pdnama on- Nonega §-involve-
ment with narcotics and related activities. 3. - -

The :-most detailed:aceount of the eévolution of Us. pohcy toward
Noriega provided the Subcommiittee came from Francis J. McNeil,
a career State Department official who -bhad been Ambassador to
Costa Rica from 1980 through 1923 and Deputy Assmtant Secretary
of the Intelligence and-Research Bureau at State.

According to McNeﬂ the State D Partment hever trusted Nor-
iega, referring tq him “early on”. the rent-a-colonel, in tribute
to his ability to simultaneously mﬂ.k the antagomstlc mte]llgence
services of the United States.” S s

MecNeil characterized Nonega & relatlonshlp w1th Amerlcan in-
telligence agencies as too “cozy,’” leading our intelligence agencies
to depend on him and Panamanian intelligence for handouts, and
treating Noriega as:an allied semce McNeil stated that the conse-
guence was that the U.S. took a “see no evil .approach” to Noriega,
which was a “true intelligence failure, the accountabﬂ1ty for wh.lch

52 Tbid.

53 Subcommiittes testimony of Ritch, Part 2, pp. 65-69; Blandon, Part 2, pp. 112-113; Camper,
Part 4, pp. 202-283; see tegtimony of Dr. Norman Bale, House Selecr Commttee on Narcotacs
Abuse and Contril, March 28, 1988, pp. 5-8.

54 Snbcomrmttee testzmony of Floyd ‘Carlton, Part 2, Feb, 10 1988 P. 202; McNeﬂ Prepared
Statement; Part 8, p. 323

55 MeNeil Prepared Statement, Part 3, p. 318. " .,-
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rests with the intelligence folk who had become N onega s cli-
ents.” 36

McNeil describéd how in 1980 the U.S. was aware that Cesar Ro-
driguez was engaged in smuggling guns to Salvadoran rebels while
smuggling drugs to the U, S. The U.S. ¢complained to General Torri-
jos, ‘who in turn 0rdered ‘Panamanian officials t0 “knock it off.”
The consequence was “a dimunition of Panamanian involvement”
until Torrijos’ death.57

According to McNeil, the Spadafora murder and the exposure of
‘the involvement of a PDF officer in cocaine trafficking “had upped
the pressure-of narcotics,” although the US still had not confront-
ed Noriega directly on'these problems.®8

- On"June 18, 1986, a lengthy article appeared in the New York
Times descnbmg Nonega s narcotics trafficking, quoting unnamed
White House and Administration officials. After the article ap-
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-
volved . 1n the cocaine trade but we don’t have that evidence on
Noriega.”. According to.McNeil, the analysis recognized that “not a
sparrow falls [in Panamal without-him taking a feather;” and that
“Noriega has to know [about the drug trafficking] and is likely get~
ting a'share.” 59

McNeil testlﬂed that a formal pohcy review took place shortly
thereafter in 1986. The participants in the review included the
Panama Regional Interagency Group, and representatives of the
CIA State Department and Defense Department. At the meeting

“several of us suggested in different ways that the Noriega 1ssue
wasn’t going to go away if for no other reason than narcotics.”
However, ‘atter the meeting, ‘“‘a decision was made to put Noriega
on the shelf until-Nicaragua was settled.”s9

Assistant Secretary of State for Inter-American Affairs, Elliott
Abrams, in a publi¢ statement, subsequently denied McNeil’s asser-
tion that the U.S. ‘delay respondmg to the Narlega drug problem
because of Nicaragua. *

‘Other US officials who testified before the Subcommittee gave
conﬂlctmg accounts of when the U.S. first had mformatlan abont
Noriega's involvement in narcotics. :

. According to a. DEA agent based in South America, the U.S. first
received reports linking. Noriega and narcotics before 1978.61 Ac-
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 subséquent trips to Colombia by Noriega and
Torrijos were reported to DEA headquarters.62

By 1980 or 1981, according to Nestor Sanchez, the CIA liaison for
Central America, U.S. officials were aware of “rumors” that the
Panamanian Defense Forces and governmeént officials were in-

56 [hid., p, 319.

57 McNexl Prepared Statement ibid, pp. 320-321.

58 McNeil Prepared Statement, ibid, Vel 3, p. 323.

38 Ihid., p. 323.

80 Subcomxmttee testimony of McNeil, Part 8, April 20, 1988 ‘}:.

61 Degthmon of Thomas Cepeda, Part 4, Apnl 21 1988 pp- 78 9—730
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volved.in.narcotics trafficking, but that there was no hard: ewdence
to confirm the rumors as fact.®3
-While Noriega was. aggressively: expanding his ; criminal enter—
prises,; the 1.8, was ap}i.larently unable to make any further
progress in determmmg whether the “rumors” were true or false,
according, to Getieral Paul Gorman, former. commander in chief of
the Unitéd States Southern Cominand: ‘Gorman fold the Subcom-
mittee that after he assumed his position in Panama in 1983, he
specifically tried to find out whether the rumors abot Norle a’s
¢riminal involvement were ‘true, and was’ .unable to establish that
Noriega was committing any crimes.. Gorman testifieéd that he had
been'assured by the U.S. Embassy in Panama that Norlega wdas ¢o-
GI:) erating with American efforts to combat naréotics’ trafficking.
rman contended that he only learried of Noriega’s _personal in-
volvement in Iaundermg narcotics money. in 1986, upon reviewing
a report of the President’s Commission on Orgamzed Crime.f* -~
A different “assessment was provided by.Dr. Normai Bdiley, a
former-senior staff member-of the Na:tlonal Security Council u.nder
President 'Reagan between-1981 and 1983. In testlmony -before’the
House Select- Committee on Narcotics, Dr. Bdiley stated that 4t the
time he was at the’ NSC there already existed “available to any au-
thorized official -of the U.S. government . . . a plethora ‘of human
intelligence, electronic intercepts and satellite and overflight Jpho-
tography that taken together constitute|[d].not a- smokmg gun’ but
rather a twenty-one cannon barrage of ewdenc of Nemega s 111—
volvement in criminal: actlwty and drugs.55 =
= ‘Dr. Bailey testified that “in. connection with hlS dutles and in cel—
laboration with the White House Office of Drug Enforcement” he
discovered while at the. NSC. that ¥*the :Panama Defense
Forces . . . and its high officials have been extensively ‘and direct-
ly-engdged. in-or engaged in aiding.-and abetting” drug trafficking
to the U.S., gunrunning ta the ;,and.lmstas ‘Contras, Salvadoran
guerrillas, . the M-19 and FARC in -Colombia, illegal technology
transfers to the Soviet bloc, and money laundering.5¢ - -
According to the DEA, between 1970 and 1987, Nonega s name
appeared in more than 80 different DEA files.57 However, there
were no follow up investigations as these references were not-cor-
roborated, but ‘were typically “third party or hearsay information
which we cannot pursue very well.”’58% Lesgs than eight weeks before
Noriega was indicted, Drug Enforcement Agency Administrator
John Lawn told Admiral Murphy that no indictment would be.
issued because there was insufficient evidence against Noriega.5?
William Von Raab, the Commissioner for the Customs .Service

n

testified before the Comrmttee that his organization had evidence -

linking General Noriega and. narcotacs traffickmg as early. as
1983.70 , _

63 Subct)mmltrbee testimony of Nestor Sanchez July 12, 1988 9p 195. .

64 Suhcommittee testimony of Paul Gorman, Part 2, pp. 3

65 Bailey testimony, House Selact Committee on Na.rcotms Abuse and Control, SCNAC-100-2-
8, “T.8. Forelgg Pohcy and International Nareotics Contro—Part 1I,” Mareh 29, 1988, p. 7 9

s¢ Bailey, ibi -

.67 Suhcg(mmﬂ:telepteshmony of John C, Lawn, Part 4, p. 141

88 Syheommittee téstimony of David Westrate, Part , p. 141,

¢0 Subcommittee testimony of Admiral Daniel C. Murphy, Part 4, pp. 239-240.

70 Senate Foreign Reletions Comrnittee hearing to review the President’s Annua] Interpation-
2l Warcotics Control Strategy Report, March 14, 1988, p. 95.
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In April, 1986, Senator Jesse Helmns, as chairman of the Western
Hemisphere Subcomm1ttee held hearmgs 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 “widely 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 heanngs, Raymond d. McKmnon 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 persistent rumors of corrupt, official in-
volvement of Panamanians in drug trafficking.?3

Following the hearings chaired by Senator Helms, a number of
press accounts provided further information regardmg Noriega’s
narcotics-related . corruption, beginning with the front-page The
New York Times article on June 12, 1986, which quoted officials in
the Reaggn Administration and’ past Administrations as stating
that they had overlooked General Noriega’s illegal activities be-
cause of ‘his cooperatmn with American intelligence.”* By January
1987, the "Reader’s Digest cited “U.S. officials and Panamanian
sources”’ as describing Noriega as a key figure in the international
drug trade.” Wﬂhﬂg 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 to continue. »75

, Wiy Do THE U.S. FAmL 10 ResponD To_ NoRIEGA ALLEGATIONS?

-The hearings chaired by-Senator Helins established publicly that
there was a significant body of evidence pointing to Noriega's in-
volvément in money laundering and drug trafficking as of early
1986. Yet, the U.S. 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 Flonda Drug Task
Force, Admiral Daniel Murphy, stated that information about Nor-
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 Tagtimony of Narman Bailey, Senate Foreign Relations Western Hemisphere Subcommit-
tee, April 20, 1986, pp. 17-18. ..

72Test1mon1y of Raymond J. McKinnon, Administrator, DEA, idid, April 21, 1936, p 43.

13 Abrams, ibid, p. 40.

74 Seymour Hersch The New York Times, June 12, 1986, p. A-1.

75 Reader’s Digest, January, 1987.

76 Subcommittee testimony of Admiral Murphy, Part 4, pp. 240-242.
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A different view was taken by former NSC staffer Beuley and by
Ambassador McNeil. g _
According to Bailey: .

Clear and incontrovertible evidence was, at best ig-

nored, and at worst, hidden ‘and denied by many different

~ agencies and depa.rtments of the Government of the
- United States in such a way as to provide cover and pro-
tection for [Noriega’s] activities while, at thé same time, *~

assuring that they did the maximum da.mage to those very

~ interests that the ofﬁcrals mvolved were sworn "to uphold

and defend.?*

Ambassador McNeil stated succinctly that the United States was
“coddling . Nonega beyond any time when one could reasonably
doubt N. orlega s involvement in drug trafficking to the United States”
because he was helplng the United States with the Contras.”®

Bailey- and McNeil’s view is corroborated in part by the factual
admissions made by the United States in the trial of Oliver North,
in which the United States revealed that Noriega had prowded
Contras on the Southeérn Front with $100,000 in July 1984, as well
as by other Admissions in the North trial discussed below. 79 '

Unlted States law enforcement agencies also considered Noriegd
to be @ friend of the United States, a belief largely based on the
significant amount of 1nformat10n and assistance Nonega 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 80 In'a May 8, 1986 letter to Noriéga, Lawn stated
the DEA’s “deep’ appreczatlon for the vigorous antl-drug trafﬁchng
policy that you have adopted, which is reflected in"the numerous
expulsions from Panama of accused traffickers,. . .”81.:

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-
tlons 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.”#% Lawn stated unequocally that DEA had
been granted every single narcotics request ever made to the Pana-
manian Government.®3 .

In fact, according, to -Blandon, Whl].e DEA Admlmstrator 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 Bajle ‘;' testimony, Hounse Select Committee on Narcoties Abuge and Contral, SCNAC-100-2+
3, March 29, 1988, p. 5.

78 Sybcoramittee testimony of McNeil, Part 4, p. 42

78 Agreed upen statéments of fact, United Statés v. North, DC District Court, 1988.

a0 etter from John C. Lawn to General Manuel Antonio Nonega Part 2,p. 393.

81 Lawn-Noriega Corresponidence, May 8, 1986, Part 2, p. 391

8z Subl:nmmm.ee iestimony cf Lawu Part 4, p. 112,

83 Ibld
B4 Suhcumm:.ttee testimony of Jose Blandon, Part 2, p. 12" letter from John C Lawn to Gen-

eral Noriega, May 27, 1987, Part'2, p. 391.
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One unintended consequence of the close relationship between
Noriega and the DEA was the fact that the Panamanians were
able to share DEA information with traffickers with whom they
were friendly. As convicted American narcotics trafficker Steven
Kalish testified, Noriega’s close relationship with the DEA, allowed
Rodriquez and his partner, Enrique Pretelt, to advise other drug
i?u%glers about whether or not the1r planes were on a DEA watch

t 8

The DEA’s close working relationship with Noriega may have in-
fluenced that agency to ignore allegations it had received regarding
Noriega’s involvement in the narcotics trade. Carlton testified that
in 1986, he went to the DEA offering to testify about money laun-
dermg, 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
bhe harmed because of the connections Noriega -had with the U.S.
Embassy in Panama, and decided to say nothing further. The-DEA
tried to reach Carlton by telephone after his initial meetings, but
no further contacts took place. The DEA stated that Carlton did
not mehtion General Noriega’s name during  his contacts in
Panama with their Agency.®® 7

The difficulty- of insuring the integrity of DEA operations in
Panama surfaced in another case involving a.DEA informant in
June 1988. According to the U.S. Attorney’s office in Miami, the in-
formant brought a collection of documents relating to General Nor-
iéga’s involvement in drug trafficking and money laundering to the
U.S. Embassy in Panama, askmg that the documents be sealed and
sh1pped to the DEA office in Miami. When the informant arrived
in Miami, the box confaining the documents had been opened and
he - asserted -that key documents were missing. The informant
passed a lie detector test and DEA began an mternal affalrs inves-
tigation which remains open.87 .

It is clear that the DEA continued to rely on Norlega even after
information had been -developed régarding Noriega's involvement
with drugs. DEA Administrator- Lawn wrote Noriega as late as
May 27, 1987 to assure him that “DEA has long welcomed our close
assoc1at1on and we, stand ready to proceed jointly against interna-
tional drug traffickers whenever the opportunity arises.”’88 More
recently, the DEA relied on the Panamsnian Defense Forces to
carry out arrests on March 29, 1989 in connection with the indict-
ment of 29 deféndants for laundermg $433 million in drug money
for the Medellin cartel. The risk of relying on General Noriega for
such cooperation was highlighted when 6ne of the principal defend-
ants, identified by the Justice Department as Eduardo Martmez of
Medellina and the cartel’s chief money-launderer in Panama, “es-
caped” from the PDF after being tipped off to the planned arrest.#®

" 85 Kalich testimony, Senate Permanent Subcommittee on Investigations, Janvary 28, 1988, p.
4.

&6 Suhcommittee testimony of Carlton, Part 2, p. 211,

87 Subcommittee testimony of Richard Gregorie, Part 4, Ju.ly 1‘7 1988, p. 174.

88 Lgtter from Jobn C. Lawn {0 General Noriega, Part 2

80 Sap Washington Post, March 30, 1989, “U.S. Sues Nine Banks in Drug Money-Laundering.”
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MxED MESSAGES

The tensmn betweén law enforcement and foreign policy objec-
tives appears to have led to a series of mixed messages being sent
Noriega from various branches of the U.S. government. This prob-
lem became acute in 1985, a time when Noriega was worried that
the U.S. might respond to his continuing criminal enterprises. ™

According to testimony before the Subcommittee, Noriega recog-

nized that the war being waged by the Contras against the Nicara-
guén governmeut was the highest priority of many members of the
Administration in Washington:- In accordance with-his 'past- han-
dling of U.S. officials, Norlega sought to assure the Umted States
he would cooperate.®® -
_ Accordmg to Joése Blandon; Nonega met with Li. Colonel Oliver
North in June 1985 on a boat" arichored -off Panama. City to discuss
Panamanian cooperation with the United States in the conduct of
the war against Nicaragua in the' pericd when U.8. intelligence
agencies were prohibited by the Boland Amendment from “directly
or indirectly” supporting the Contras. Blandon testifiéd that this
meeting led to an agreement by Noriega to help train Contra
troops and to ‘permit Contra. leadership to entei-and exit Panama
freely to facilitate the conduct of the 'war. Blandon testified that
during a second meeting betweer Noriega and North;, Noriega-sug-
gested the Panarmanian units-could be used:in operations on Nica-
raguan territory.. However, Blandop had no inférmation: that Nor-
iega took action in response to North’s request.?t .-

According to McNeil, following the meetings with North, Nonega
met with the late CIA. Director William Casey on November A,
1985. A memorandum Casey wrote after the me'éting-;sﬂggesfed
that Noriega left “reassured.” The narcotics iSsue was not men-
tioned. Casey justified his failure to raise’ the issue in his:discus-
sions on the ground that Noriega was providing valuable support
for our policies in Central America, especially: N1caragua 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 to handle. However, other U.S. officials concluded
that Casey had “let Noriega off the hook.” 22 .

Following  the Noriega-Casey 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” Nonega on the narcotics issue a few
weeks later.?3 .

On December .17, 1985 Norlega met with Admiral Poindexter
and Ambassador - Bnggs Blandon testlﬁed 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 -

be sent out of the country because of their invalvement in the Spa-
dafora murder and that Noriega should reconsider returning Nich-

.80 See e.p. Subcommittee testimony of Jose Blanden, Part 3, pp. 158-168; MceNeil Prepared
: StatEment Part 3, p. 325.

1 Suhcomlmttee testimony of Blandon, Part 2, pp. 158143,

o3 §ubcommittes testimony of McNeil, Part 8, Apnl 4, 1989 B 101-102; McNeil Prepared
Statement, Part 8, p. 323,

83 MeNeil Prepared Statement, ibid, p. 323. ' -
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olas Barletta, whom Noriega had fired the previous spring, to the
Presidency. The message was considered a strong one. Blandon 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.®4

Blandon_testified that while N onega 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
Cubans and would have to call an election or install Arnufo Arias
as President. Menges said that political, economic and military

ressure would be exerted if Noriega did not follow instructions.

owever, the message was received as one significantly “‘softer”
than the one delivered to Noriega himself by Poindexter.95
- Blandon testified that the mixed messages delivered in the Casey
meeting, the Poindexter meeting, the two North meetings, and the
Weashington meeting with Menges led Noriega to believe that the
US. Government was divided and that he could play factions
within the government against each other. Noriega always chose to
ignore the tougher message and to work with those who were
giving him a softer one.%6
" Noriega may also have believed his problems with the United
States had been resolves as.the result of a quid pro quo with the
Reagan Administration for his support for the Contras.
_ A number of the Admissions in the North trial suggest that the
Reagan Administration agreed to a series of quid pro quos with
several foreign governments in connection with their support for
the Contras. In the case of Noriega, discussions. about such quid pro
quos continued through at least late 19836.

. For example, in late August 1986 Noriega told the U.S. through
one of his representatwes 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. S. Government.” 97
In response to.Noriega’s offer, Lt. Col. Oliver North told Noriega’s
representatives that U.S. law forbid such actions. “The representa-
tive responded that Noriega had numerous assets in place in Nica-
ragua and could accomplish many eSgential things, just as Noriega
ﬁ‘;f»%%lped the previous year in blowing up a Sandinista arse-

According to the Agreed Statements in the North trial, Admiral
Poindexter responded that if Nor\lgr had assets inside Nlcaragua
he couild be helpful. The USC could not be involved in assassina-
tion, but Panamanian assistance with sabotage would be another
story.” 99 North then met with Noriega, with Poindexter’s approv-

9+ Subcommittee testimony of Blandon, Part 2, p. 162.

25 Thid. .

96 Thid.

87 Apreed statement $97, US, v. North, DC District Court, 1983.
S8 Thid:

98 Apreed gtatements, #99, U.S. v. North, ibid.




96

al, in London in late September 1986. At that time, Noriega agreed
“to take immediate actions. against the Sandinistas and offered a
list of priorities; including an il refinery, an. a1rport and the
Puerto Sandino off-load facility.” 100~

The problem of mixed messages continued as the Umted States
moved closer to indicting Noriega. As late as November, 1987, Nor-
iega still believed he had a second channel open to him which
would support for him and his operatlons 101 -

Noriega's - belief was based in part upon two tnps Admiral
Murphy made to Panama in -1987. Murphy visited Noriega in
August and November, 1987, accompanied by Tongsun Park, and
discussed what Noriega mrght do to improve his relationship with
the United States.1?? Murphy said he made the trips as a private
businessman. However, before he went to Panama, he met with top
officials of the CIA, State Department, Department of Defense,
NSC and Vice Pres1dents office, including Assistant Secretary
Richard Armitage at Defense; Assistant Secretary Elliott Abrams
at State, then NSC director Frank Carlucci-and the Vice Presi-
dent’s National Security Advisor, Donald Grégg.-When he returned
from Panama, he debriefed these U.S. officials as well.103 . - &

While in Panama, Murphy met with Noriega and with the Pana-
mariian opposition. He advised Noriega of the hostility toward him
in the United States and the Administration, and exploréd what it
might take to improve the atmosphere with the United States.
Murphy testified that he made recommerndations to Noriéga re-
garding the steps “he could take to’ improve US-Panamanian rela-
tions. The steps included turning government functions over to ci-
vilians, having fair and free elections, and meeting with the opposi-
‘tioi. Noriegd' replied that Panama already was controlled by civil-
ians and that elections were ‘established’ by law. Murphy felt that
Norlega was inflexible, and afier’ meetmg with equally 1mplacab1e
opposrtron leaders, he concluded that~*everybody was ~in ‘deep
-cement,” and there was very litile buginess opportunity for him.104

In November 1987, Murphy reiterated his concerns and suggest-
ed that Noriega relax his control of civil liberties as well. There
was Do ‘discussion of the U.S. Government’s concern about None—
ga's drug trafficking at either meeting.1°5 ‘

Murphy testified that his trip was made as a private ‘citizen look-
ing for busginess.196 But acéording to Blandon, Noriega interpreted
his visit as 2 message from thé United States Government Noriega
Believed that Murphy was carrying the message that if he adopted

the proposed plan of reform he could ¥ remain in power until Februa. .

-ary 1989.107

Referrmg to the senes of mixzed messages sent to Nonega former
Deputy Director of the Department. of State’s Intelligence and Re-
search bureau, Frances Mc¢Neil, summarized the situation by sfat-

102 Thid, #106.

201 Blandon, Part 2, pp. 173-176.
102 Murphy, part 4, pp. 245-256.
103 Murphy, 1bid, p. 246.

104 Thid p. 247,

107 Blandon, Part 2, pp. 173-174.
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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 sernding him encouraging signals.199 .

CONCLUSION

General Nonega prowdes 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
pursue intelligence on Nariega’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 attempted 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, quite public involvement with
the Medellin cartel. Noriega achleved similar results in performmg
services for U.S. intelligence. -

Finally, Noriega recognized that so long as he helped the United
States with its rughest diplomatic priorities, as Torrijos had done
with the Panama Canal, the United States would have to overlook
activities of his that aﬁ'ected lesser U.S. priorities. In the mid-
1980’5, this meant that our government did nothing regarding Nox-
iega’s drug business and substantial criminal involvement because
the first priority was the Contra war. This decision resulted in at
least some drugs entering the Umted States as a hidden cost of the
war.

U S. G'ENER.AL ACCOUNTING QFFICE,
NarroNaL SEC‘(JRITY AND INTERNATIONAL AFFarus Division,
Washmgtan, DC, December 6, 1955.

Hon. Jonn F. Keary, )
Chairman, Subcommittee on Terrorism, Narcolics -and Intematzonal Operations,
Commitiee on Foreign Relations, US. Senate, Washington, DC.

Deap Me. CrareMaN. You asked that we ascertain how information about drug
trafficking by h-level government officials of nations friendly to the United
States affects U.S. foreign policy decisions. You stated that you were concerned
about recent revelations that the U.S. government knew about such activities but
close to overlock them for national security reasons. We agreed that we would ex-
plore this issue using the mformatton avaJlable Wlth.ln the government on General
Manuel Noriege of Panama as'a “case study”.

On Aungust 8, 1988, we gave you a letter summarizing our efforts to conduct this .
rewew and a chronology of the contacts"we had made with executive branch agen-
cies and officials. in our attempts to obiain access to needed information. As we
pointed out in that Jetter, we were able to perform only a limited amount of work at
the Department of Defense before the Nationigd Security Council (NSC) directed the
Department and the other executive branch agencies not to meet with us or to pro-
vide us with any information related to this agsignment until NSC bad the opportu-
nity to provide them with “guidelines” concerning GAQ’s access to information on
the assignment.

Subsequently, NSC concluded that the administration could not participate in the
review as orginally designed and stated its willingness to reconsider participation in
a reformulated review.

o8 McNeil, Prepared Statement, Part 8, p. 322,
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-Although we do not necessarily agree with the bases for the admirnistration’s ob-
jections, we:believe it is unlikely that we could-obtain the necessary copperation
from the administration to conduct this review and. successfully. -pursue the original
objective of this assignment.

As discussed with your office, we are terminating our work on this assignment
and will reformulate the assignment o]:uechves to review the development, imple-
mentation, and enforcement of the economic sanctions ]mpOSBd on Panama by the
admlm.stratlon.

We bave sent a similar letter t6 Representative Bill Alexander Who also had
asked us to review information concerning General Noriega.

- If you have any. further questlons cnncemmg this asmgn.menl: please do not hesu-
tate to callon us. - i . -

. Sincersly yours, . S '
. C e . ’ Nancy R KmGSBURY _
s wT ) Dzmctor Forezgn Economw Assistance:

——

U S, DEPARTM:ENT oF STATE,
Washmgton, BC, August.? 1988

Naxcy KINGSBURY,
Associate Director, General Accounnng Oﬁice, Natwnal Secunty and Intematzonal
Affairs Division, Washmgton, D

Dear Ms, KINGsBURY. T am pleased ‘to respond to ‘your July 12 1etter on the pro-
posed case study your office is underta]nng about how U.S. govérhment agenties
used information about General Noriega in its policy decisions regarding Panama.

As you are aware, the National Security Council staff-and the office of White
House :Counsel have been warking closely with ywour office on-this investigation: All
executive branch agencies have been instructed by-the White House not to take any
action an your request until various Jegal issues have been analyzed by the Admin-
istration. Accordingly, at the present time it will not be poss;ble for the Départment
to meet with your staff or produce information until this examination is ¢ompleted.
for the time being, Nicholas Rostow, Legal Adviser to the National: Secunty Gouncll
is acting as the administration’s point of contzct on this matter: . -~

S:anerely, - Rogan B,
- v GER FELDBIAN
" et Comptmller

" Nagionar Securrry CouNen, -
Washington, DC, Ju.!y 18, 1.988

Ms. Nancy R. KINcssURY,

Associate Director, National Security and International Aﬁ'azrs Dwr.swn, U.S. Gener-
al Accounting Office, Washington, DC.

Dear Ms. KmwGsBury. 1 am writing in response to your request. concerning a
study of the alleged drug activities of Manue] Noriega, and ‘the role information
about such activities played in decisions about U.S. foreign policy (Study #472165).

As described 1o Mr. Ke]ly’s May 13, 1988, letter to Paul Stevens and your June 23,
1988, letter to me, your request seeks access to sensitive law enforcement and inte]-
ligence files covering e substantial period of fime. In our meeting, your staff con-
firmed: that your three areas of interest were intelligence files, law enforcement

files, and the deliberative process-of the Executive branch, including internal com+ * -

munications and deliberations leading to Execntive brancb actions taken pursuant
to the Président’s constifutional authority. I was disappoinied. that your letter did
not contain any narrowing of the request. The request raises Important statutory
and constitntional issues. The Administratior is analyzing them now, and when its
deliberation is complete, I shall reply ﬂu-tlher to your letter of June 23, 1988.

Sincerely,
Nicmoras Rostow,

Special Assistant to the President
and Legal Adviser. ©
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U.S. GENERAL AcCOUNTING OFFICE,
NATIONAL SECURITY AND INTERNATIONAL AFFATRS Drvision,
- Waushington, DC, August 8, 1958.

Hon. JouN F. KeRry, .
Chatrman, Subcommittee on Terrorism, Naercotics and International .Operetions,
Committee on Foreign Relations, U.S. Senate, Washington, DC.

Dzar SeNaTOR KEnry. 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 would potentially involve information re-
lated to intelligence gathering and on-going law enforcement investigations which is
difficult 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 irying to gain access {0 personnel and
records at the Departments of State, Justice, and Defense. We were successfial in
gaining access to the Department of Defense and in fact performed a limited
amount of audit work at that agency. 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 were instructed not to meet with the GAQ staff or provide any information to
GAO on this assignment until NSC issues guidelines concerning GAQ access to in-
formation. The Department of Deferise notified us an July 12, 1988, that it also was
instructed by the NSC to cease operation with GAQ until such guidelines 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 each agency citing the NSC's direction as
the reason for refusal. - - - S

We have beeh ‘working with the NSC to facilitate 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 otber successful assignments involving similarly
sensitive information. On June 23, 1988, at NSC’s request, we delivered a detailed
letter to them giving further detail on the kinds of information we would be seek-
ing. Although that letter identified some information which ultimately may not be
made available, the information related toithe primary focus.of cur work; that is,
the organization and decision process for foreign policymaking when information is
gvailable on foreign officials’ drug trafficking, would not uniformly be expected to
reise similar concerns. Our normal 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 to prohibit such pre-
liminary discussions until after guidelines concerning access are established has
foreclosed that approach. ~ ¥

On July 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 constitutiorial
issues.” The letter advised that the administration is analyzing those issues and
would reply when its deliberatiohs were completed. We have on several occasions,

most Tecently today, asked the NSC about the status of the operating guidelines. We
continue to be told the issues are being analyzed and guidelines will be issued when
the review is completed. NSC officials say they-cannot provide a specific date when

guidelines will be available. =~ - i ' : -

We are now into the fifth month of our effort to address the issue you asked us to
review, and it is difficult to predict how much further delay is likely. Although we
have assembled some information available from public records, we have made es-
sentially no progress on the andit itself. We believe it should be possible to reach
agreement with the agencies involved, a5 we pursue our audit gquestions, that much
of the information we need to examine should bé considered to be releasable, and to
discuss special arrangements for security of the information if such arrangements
are warranted. In fact, we were successful ih such an approach with the Depart-
ment of Defense prior to July 12. ‘ _

A detailed chronolagy of our efforts to meet with NSC and agency officials, and to
obtain information, is provided in Enclosuie I. Copies of the letters we sent to NSC
and the agencies are provided in Enclosure II. The NSC responses to our June 23,
1988 and July 12, 1988 lettars are in Enclosure IT; the CIA denial to our request for

w4
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access is in Enclosure IV; and the Department of Defense response to our July 13,
1988 létter, along with NSC instructions to all agencies, is in Enclosure V. -

We are currently awaiting the NSC guidelines. We will continue to keep you in-
formed of the status of our efforts, and will discuss further steps which we believe
may be appropriate, if any, after we have reviewed any guidelines issued by NSC.

Sincerely yours, .
oo Nancy R. KINGSBURY,
. Associate Direcior.
[Enclesure 1] :
CHBONOLOGICAE SUMMARY OF GAO CONTACTS Writs EXECUTIVE BRANCH AGENCIES

May 11-16, 1988 —We sent routine notification .letters to the Departments of
State, Justice, and Defense, and the National Security Council advising them of our
review apd identifying the subject and scope of our work. Letters were sent specifi-
cally within the Department of Justice to the Drug Enforcement Agency (DEA), the
Executive Office for-U.S. Attorneys, and Justice’s Crimninal Division, = = - .

May 23, 1988.—We received our first response from the NSC. Mx. Nicolas Rostow,
Special Assistant to the President and Legal Advisor, told us by télephone that he
wanted to “think about it” before scheduling & meeting with us. TS

May 24, 1988, —We sent a notification letter to the Central Intelligence agency
asking for a meeting to discuss the issues. L
. May 30~June 1, 1988.—We began contacting personnel at State and.Justice to ar-
range for initial meetings to discuss the scope and depth of our andit. Mr. Manuel
Rodriguez, U.S. Attorneys Office liaison who was coordinating the Justice Depart-
ment compouents, declined to set up a meeting .stating that NSC:was coordinating
the Admoinistration’s response to our notification .and he was going to wait until he
heard from NSC before procesding. Mr. Bob Harris, from the Department of State,
advised s that State would not deal with us on this assignment until we had dis-
cussed our-work with-the NSC. - - S e C -
~ June-1.—We conducted our initial meeting with the Department of Defense. We
performed: work at- the Defense Intelligence Agency (DIA) and tﬁejn‘ﬁlitgry depart-
ments until.July 12, 1988, . - T )

. June 6, 1988.—We had our first meeting with Mr. Dan Levin, Deputy Legal Advi-
sor, NSC. Mr. Levin stated he understood the purpose of our review, hut wasn’t sire
we could have access to sensitive intelligence or law enforcement files. He promised
to discuss access with .the agencies.involved and would get back to us quickly. We
were officially notified that NSC would be our focal point on this assignment, We
advised Mr. Levin that we preferred to deal with the agencies directly without
having to clear everything with the NSC—our normal practice. Mr. Levin stated we
are free to deal with each agency directly and that NSC would not be a bottleneck.

June 8-9, 1988.—We again contacted the Departments of State and Justice to ar-
range for initial meetings. Despite Mr. Levin’s statement that wé could deal directly
with the agencies, hoth Mr. Barris af State and Mr. Rodriguez at Justice advised us
the NSC instructed them not to deal with vs until NSC had developed operational
guidelines on what to do and what not to do on this assignment.’ L

" June 18, 1988.—Mr. John L. Helgersen, Directar of Cangressional Affairs, CIA, re-
sponded to our notification letter. He stated that all- agency activities in Central
America and information it gathers is under close and continuing scrutiny by the
House and Senate Intelligence Committtees. Furthermore, the CIA advised all policy-
related questions should be directed tp the appropriate components of the Executive
Branch. It stated that therefore'it conld not be of hé_l%o us.. . _

June 15-16, 1988, —We began efforts to contact Mr. Levin, NSC, to determine
when the NSC guidance wonld be issued and we could continue our review. Mr.
Levin régnested another meeting to learn more about the review,” ’

June 16, 1988.—We conducted an initial meeting with representatives of the Cus-
toms Sérvice. Mr. Bill Rogenblatt, Assistdnt Commissioner for Enforcement, did not
provide any informiation and.said he wanted first for the U.S. Attorneys Office to
establish ground rules as 0 héw much of the information Customs has is covered by

and jury secrecy ‘%’rovisions_ and what information they cin provide to us,

June 22, 1988.—We held a second meeting with the NSC and White House staff
personnel. Attending for the Executive Branch were Mr. Nicolas Rostow, Special As-
sistant to the President and Legal Advisor; Mr. Dan Levin, Deputy Legal Advisor,
NSC; Mr. Jonathan Scharfman, Assistant Iegel Advisor, NSC; Mr. Dan McGrath,
Legal Counsel, White House Staff; Mr. Bob Harris, Department of State; and an-
other official from the Departinent of Justice. o ' .
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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 docurnentetion.
Some were considered to fall under executive privilege and not available to GAO,
according to the administration officials. We discussed in general terms our access
exéﬁeriences in other kinds of highly sensitive assignments and pointed out that spe-
cial security arrangements could be agreed, upon if circumstances 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 fully consider our request. They promised a prompt response. We
asked for a response within one or two weeke. Mr. Levin was not willing to commit
- to a specific time period, :

June 23, 1988.—GAO 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 date on Panama @nd General Noriega;

{3) Review documents to include specific directives, instructions, 6r taskings to
collect date on General Noriega or alleged illegel-activities involving General
Noriega, cables and reports from field offices regarding General Noriega's in-
volvement in or toleration of illegal activities, analyses or summaries of field

-.- reporting on General Noriega, and geographic/subjéct-area studies discussing
the roll or suspected role of General Noriega in illegal activities; and

(4) Examine 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 national security and foreign policy issues with regard to

aname and interview each and review documents to determine whether infor-
mation . about Genergl Noriega reached them and how that information was
used in making decisions. ‘. : o

June 27, 1988.—We contacted Mr. Leviq'at NSC on the status of its response to
c;ui’- June 2,3 letter. He said they were preparing a response and it would be provided
“prompily.” . , Lo .

July 1, 1988, —We called Mr. Levin again at' NSC. He said they hoped to have a
response soon. We inquired about who in the White House or the NSC is making
the decisions and what the specific problems or objections are, and My. Levin de-
clined to provide any information.

July 5, 1988.—We again called Mr. Levin at NSC. He adviséd us that a letter was
“in for .signature,” but he declined to predict when it would be signed. He alsa
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 sigped response and that he would ecall us
when it is signed. . ; _

July 7, 1988, —We called Mr. Bob Harris, State Départment, in another attempt to
ain cooperation and were told State would not meet with us until it hears from
SC. We advised Mr. Harris that we planned to send a second letter to them specif-

ically asking for an initial meeting and access to documents.

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- .
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.S. 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, etc., 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 Command,
that NSC directed DOD to postpone any meetings with us on the assignment. Mr.
Craig Campbell, a GAQ liaison official with the DOD/IG, confirmed that DOD was
told to withhold contacts with us, Mr, Martin Sheina, DIA, told us he could not pro-
vide documents we had requested until NSC provides guidance.

>/
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July 13, 1988.—We sent a letier to the Department of Defense, similar to those
gent to State and Justice on July 12, 1988; isking for'a resumption of cooperatlon——-
i.e., to provide the requested documents- and to continue meeting with us.

July 13, 1988.-~Mr. Don  Schramalk, Justice laison, said that the Justice General
Counsel staff had been working with NSCto develop a response, a.ud indicated that
it would:be sent within a day or so.’

July 18, 1988.—We received a letter from Mr. Nicholes Rostow, NSC; dated July
13, 1988 which expressed his disappointmentthat we bad not rarrowed the scope of
the information we-wanted and stated that the adlmmstratlon is stlll considering
our request.

August 1, 1988.—We. telephoned~ Mr. Levin at NSC.as for the status of the
response.: He said it wes being reviewed at the Department Jugtice and there was

no-definite date it would be issued. He-hoped it would be issted by the week of ‘

August 8, 1988

Augu.st 1988.—We advised Mr: Levin, NSC, that Senator Kerry’s staff had in-
formed us that Senator Kerry, is prepared to hold a press conference about the lack
of cooperation with GAQ. I advised Mr. Levin that the Senator’s staff had stated

1.? we did not have guidelines by 9 o'clock a.m.; August 8, 1988, or at least a
deﬁmte delivery date, Senator Kerry would hold a press conferencé, -

August 8, 1988.—The Acting Assistant Secretary of Defense for International Se-
curity Affairs responded to our July 13, 1988, letter requesting documents by stating
that the Department of Defense- could not release the information until the NSC
had completed its Jegal analysis. He attached a.copy-of the NSC guidance that had
been sent to the Depariments of State, the Treasury, Defense, and Justlce, a.nd the
Central Intelligence Agency on July 22, 1988. -

August 8, 198R.—We telephoned Mr. Levm NBSC, to determine the status of theu'
response. Mr Levin said that, although he could not provide a definite date, he ex-
pects the Justice legal opinions to be provided this week. He sa:d he would Jet us
know Jf he learns that it will take suhstanmaﬂy longer.

s ) GENERAL Accouwrmc. OFF.IC.E
- . GeneraL (GOVERNMENT Division,
Wasiungton BC May 11 1.988

Mr. Perex F. GRUDEN,:
Assistant Administrotor; Plannin, end Inspectzon Dwr.swn Drug Enforcement Ad-
ministration, Departm.ent of Justice, Washington, DC. -

DEAE Mg. GRUDEN. The-General Accounting Office, has been re Juested to under-

take a 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 the past 20 yeafs, (2) the type of information about Noriega

developed by various intelligence and law enforcement agencies, (3) the extent -to‘

which this information reached foreigr policy declsmn—makers, and (4) the role that
such information played in decisions on U.S. foreign policy.’

This work will be performned: by Mr. Donald 1. Patton, Group Director, Mr. James
O. Benone, Evaluator-in-Charge; and Mr. Jon Chasson; of our Foreign Econom.lc Ag-
sistance Group, National Security and International Affairg Division, -

The work will be conducted in Washington at the Drug Enforcement Administra-
tion, the Department of State, the Department of Defense, the Department of the
Treasury, and other federal agencies, Wé will- advise you of any need to visit facili-
ties outside the Washington area. :

We appreciate your assistance in notlfymg the appropnate officials of the assign-
ment. If you have any questibns, please contact Mr: Patton at 275-1898 or Mr.
Benone at 275-T487. _

Sincerely yours, _
Ammm P. JoNEs,
Senior Associate Director.

[Enclosore I
T.S. GENFRAL AcCOUNTING OFFICE,

N ATIONAL SEcLim'sr AND INTERNATIONAL- AFFATRS DIVISION, -
Washington, DC, May 12 1988,

Hon. Frang C. CARLUCCE,
Secretary of -Defense, DOD Office of the Inspector General, Deputy: Asswtant Inspector
General, for GAO Report Analysis, Washington, DC.
Dear Mr: Secrerary: THe General Acéounting Office, has been requested to un-
dertake a study of Panamanian-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-
jiega developed by varjous intelligence and law-enforcement agencies, (8) the extent
10 which this information reached foreign policy decisionmakers, and {4) the role
that such information played in decisions on U.S. foreign policy.

This work will be performed by Mr. Donald 1. Patton, (.Ezroup Director; Mr. James
0. Benone, Evaluator-in-Charge; and Mr. Jon Chasson; of our 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 notifying the appropriate officials_of the assign-
ment. . If you have any questions, please contact Mr. Patton .at 275-1898 or Mr.
Bencone at 275-7487.

Sincerely yours, -
, . Nawcy R. KinagseuRy,
Associate Director.

: US. GEN'EB.AL AcCoUuNTING OFFICE,
NATIONAL SECURITY AND INTERNATIONAL A¥PAIRS DIVISION,
Washington, DC, May 13, 1988.
Mr: PaUL Scno*rr STEVENS,
ExecutweD%ecmtam Natzana:l Secunty Council, Old Executive Office Bldg, Washmg-
ton,

DEaR MR. StEVENS: The General Accounting Office, has been reguested to under-
take a study of Panpamanian leader Gen. Manuel Noriega’s alleged drug activities.
The study, under code 472165, will examine (1) the broad parameters of U.S.-Pana-
manign relations over the past 20 years, (2) the type of information about Nariega
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 U.8. foreign policy.

This work will be' performed by Mr. Donald L. Patton, Group Director; Mr. James
0. Benone, Evaluator-in-Charge: and Mr. Jon Chasson, of our Foreign Econom1c As
sistance Group.

The work will be-conducted at the National Security Council, the Department of
State, the- Department of- Defense the Department of Justice, and other federal
agencies.

We appreciate any assistance you can provide to our staff. If you have any ques-
tions, please contact Mr, Patton at 275-1898 or Mr. Benone at 275-7487. .

Sincerely yours,
JoserH E. KeLLY,
Assaciate Director.

kl

U.S. GENFRAL ACCOUNTING OFFICE,
NATIONAL SECURITY AND INTERNATIONAL AFFAIRS DIVIS!ON
- Washington, DC, May 13, 1988
Hon. Grorgk P. SuuvLrz,
Secretary of State, GAO Lzazson, Office of the Camptroller, Washmgton, DC.

Dear Me. Secrerary. The General Accounting Office; has been requested to un-
dertake a study of Panamanian leader Gen. Manuel Noriega's alleged drug activi-
tes. The study, under code 472165, will examine (1) the hroad parameters of U.S.-
Panamaniap relations.over the past 20 yvears, (2) the type of information about Nor-
iega developed by various intelligence and law-enforcement agencies, (8) the extent
to which this information reached foreign policy decisionmakers, and (4) the role
that such information played in decisions on U.S. foreigp policy.

This work will he performed hy Mr. Donald L. Patton, Group Director; Mr. James
0. Benone, Evaluator-in-Charge; and Mr.-dJon Chasson; of our Foreign Economic As-
sistanca Group.

The work will be condueted 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 any-need to visit State Department facilities outaide the Washmgten
area.
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We appreciate your assistance in notifying the appropriate officials of the assign-
ment. If you have any quest.lons Please contact Mr.- Patton at 275-1898 or Mr.
Benone at 275-T487.

Sincerely yours,
' JoserH E. KELLEY,
Associate D:rector

U.S. GENERAL ACCOUNTING Omcs;
. GENERAL GOVERNMENT DIVISION,
Waskmgton, DC' May 16' 1988

Mr. Jomq C. KEENEY,

Assistant Attorney General, Crzmmal Dzvtsmn, Department of Justzce, Washmgton, ,

DC

Dear Mr. Keexey. The General Accounting Office, has been requested to under-
take a 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 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
such information played.in decisions on U.S. foreign policy.

This work will be performed by Mr. Donald L. Patton, Group Diréctor; Mr. James
0. Benone, Evaluator-in-Charge; and Mr. Jon Chasson; of our: Foreign Economic As-
sistance Group, National Security and International Affairs Division,

We would like to meet with knowledgeable Criminal Division officials. We also
plan. to conduct work at other Department of Justice offices; the Depart.ment of De-
fense, the Department of State, and other federal agencies. :

We appreciate your assistance in notifying the approprigte. ofﬁclals of the assign-
ment. If you have any questlons please contact Mn -Patton at 2?5—1898 or Mr.
Benpne at 275-7T687. . . v \\ :

Sincerely yours, -
Amrom P. Jowes,
Senior Associete Director.

U s. GEN'ERAL ACCOUNTING OrmcE,
“(GENERAL GOVERNMENT DIVISION,
Waskmgton. DC, May 18, 1988.

Mr. ManusL RODRIQUEZ,
Legal Cos;ésel, Executive Office for US. Attomeys, Depament of Justzce, Wa.shmg-
ton,

Dear Mr. Ropriquez. The General Accounting Office, has been 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 information about Nor-
iega 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 U.S. foreign policy. -

This work will be performed by Mr. Donald L. Patton, Group Director; Mr. James
O. Benone, Evaluator-in-Charge; and Mr. Jon Chasson; of our Foreign Economic As-
sistance Group; National Security and International Affairs Division..

We would like to meet with.the U.S. Attorney in both Miami and Tampa, Florida,
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 Depertment of De.fense, the Depart.mant of St.ate and other federal agen-
cies.

We appreciate your assistance in notifying the appropnate officials of the assign-
ment. If you have any questions, please contact Mr. Pation at 275-1898 or Mr.
Benone at 275-T687. :

«" . Sincerely yours,

: - . Arnorn P: Jones,
Senior Associate Director.
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U.S. GENERAL ACCOUNTING OFFICE,
NA'I‘IONAL SECU'B.I'I'Y AND INTEENATIONAL AFFAIRS DIviSIiON,
. Washington, DC, May 24, 1988,
Hon. WnLtam H, WEBSTER
Direcior, &Btgzl Intellzgence Agency, Director, Office aof Legislative Liaison, Wash-
ington,

' Dear Mr. Wepsrer. The Genera.l Accounting Office, has been requested to under-
take a study of Panamanian leader Gen. Manuel Nonegas alleged drug activities.
The study, under code 472165, will examine (1) selected aspects of U.S. Panamanian
telations 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 such infor-
mation-played in decisions on U.S. foreign policy.

This work will be performed under the direction of N ancy R. Kingsbury Associate
Director by Mr. Donald L. Patton, Group Director; Mr. James O. Benone, Evaluator-
in-Charge; and Mr. Jon Chasson; of our Foreign Economic Assistance Grou

The work be conducted in Washmgton at the Department of State, the Depart-
ment of Defense, the Department 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 appreciste any assistance you can
provide to our staff in this regard. If you have any questions, please contact Mr.
Pattori or Mr, Benope at 27 5-5790 -

Smcerely yours,
‘ Frank C. CoNamaN,
Asststant Comptroller General

. U.S. GENERAL ACGOUNTING OFFICE
NATIONAL SECURITY AND INTERNATIONAL AFFATRS Dnnsxou
Waskington, DC, June 23, 7988,
Mr, C. NicaoLas RosTow,
Special Assistant taq the President and Legal Advisor, National Secunty Council,
Waskington, DC. .

Dear Mz. BosTow: As you are aware, Senator John Kerry, Chairman of the Sub-
committee on Terrorism, Narcotics, and International Qperations and Representa-
tive Bill Alexander, are concerned that information about illegal activities by high-
level officials of other nations may not be adequately considered in U.S. foreign
policy decisions. At their request;‘the Geperal Accounting Office is undertaking an
initial case study of how information about General Noriega was developed by vari-
ous government agencies, and what rolé gich information played in policy decisions
regarding Panema.

To satisfy this request, we will:

(1) Obiain an agency overviels. -~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 the oper-
ationel procedures related to the agency’s data collection, analysis, and dissemina-
tion systems.

(%) Interview relevant personnel—Once we understand the basic organizational
structure, we will then interview key personnel responsible for (1) defining agency
mformatmn needs with regard to Noriega and Panama, (2) implementing the infor-
matign collection. process, (8) collecting and reporting raw dsta, and (4) analyzing
and disseminating data on Panama and Noriega.

(3) Review decuments.—As we learn more ahout each agency’s collection and re-
porting processes, we will request relevant documents. We anticipate that these will
include: specifie directives, instructions, or taskings to collect data on Noriega or al-
leged illegal activities involving Noriega, cables and reports from field offices re-
garding Noriega’s involvement in"or toleration of jllefzal activities, analyses or sum-
maries of field reporting on Noriega, and geographic/subject-area studies dlscussmg
the role or suspected role of Noriega in illegal activities.

(4) Examine the use of mfamatzon dbout Noriega in the foreign policy pmcass;—
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.
Th:ough interviews and a review of reélevant documents, we will determine whether
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information about Noriega reached them, and how that information was used in
making decisions.

As part of our review, we will contact appropriate oﬂ"iclals of the Naticnal Securi-
ty Council who are now or were in the past involved in policy decisions regarding
Panama. We inténd to discuss their knowledge and utilization of information con-
cerning General Noriega's ﬂlegal 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 hardle th.ls request expeditiously, and. I look
forward to hearing from you early next:week. If you have any additional questions
about our review, please contact Mr. Patton at: 2’?5—-1898 or Mr Benone at 275-T487.

" Bincerely yours, . g

TR : NANCY‘R KINGSBURY.
. S ‘ : ASsociate Director.

EISR . nr

Us. GEN'ERA.L AcooUNTING OFE‘ICE, _
NaTionaL SECURITY AND INTERNATIONAL AFPrAIiE DIVISION,
Washington, DC, July 12, 1988,

.

Mr, LAWRENCE S. McWHonTER, :
Director, Executive Office for U.S. Aftomeys, ,Department af cﬁ;szzce, Washmgton, DC

Dear 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, atid what role such
information played in policy decisions regarding Panama. As agreed with your staff,
we initially postponed audit work at the Justice Pepartment until we-had met. with
National Security Council officials to more fully explain our review objectives and
give them an opportunity to coordinate agepcy participation in our_review. Howev-
er, because the National Security Council hes 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 fo]lowmg

1. Documents outlining the organizational components involved in, and the
. operational procedures related to, the U.S. Attorney requests for and analysm of
foreign intelligence.data.
2. Documents relating to the mvesmganons of alleged drug trafficking by Gen-
eral Noriega conducted by the U.S. Attorneys in Miami and Tampa.
3. Any memos, reports, analyses, studies, briefing’ gapors, meeting records, or
ther documents generated by the offices of the U.S. Attorneys which dJscuss
allegations of illpgal 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,

To facilitate our review, we request that. appropnate ofﬁmals meet with us at an
opening conference no later than July 20. At that time, we wﬂi estabhsh a schedule
for obtaining the needed documents.

With the inpit and cooperation of U.S. Attomey ofﬁol.als, 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. Donald
L. Patton at 275-1898 or Mr. James O. Benone at 251487

Smcerely yours, N ]
' Nancy R. KINGSBURY.
Associate Director.

‘U.s. GENERAL AccounTivg OFFICE,
NA‘I'IONAL SECU’RI'I‘Y AND. INTERNATIONAL AFFAIRS DIVISION,
- S - Washington, DC, JuZy 19,.1988.
Mr EpwarD S, DENNIS, ' ‘
Asszstant Attomey General, Cnmmal Dwzszon, Deparrment of Just:ce Washmgton,
-DC.
Dear ‘Mg. DENNIS. ‘As we, informed your staff in our letter of May 16, 1988, the
General Accounting Office 1s undertakmg a case study of how information about
General Nonega was developed by vanous government agenr.:les, ‘and’what role such
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information played in policy decisions regarding Panama We initially postponed
audit work at the Justice Department and several other government agencies until
we had met with National Security Council officials to more fully explain our
review objectives and had given them an opportunity to coordinate agency participa-
tion in our review. However; because the National Security Council has not acted,
and because of the high level of congressional inferest in this assignment, we rmust
now implement our review independently at each agency.

We are therefgre requesting that you.provide us with the following:

1. Docunients outlining the organizational components involved in, and the
operational procedures related to, the Criminal Division’s development of law
enforcement information and its request for and analygis of foreign intelligence
data provided by the various-collection agencies.

2. 'Any memos, reports, analyses, studies, briefing papers, meeting records, or

. pther documents generated by the Division which discuss allegations of illegal

activities by Géneral Nonega or the Ipossible 1mpact; of stuch act1v1t1es on US.

" relations with Panama.

We anticipate that ag our Teview progresses, we will make additional requests for
documentation.

To facilitate our review, we request that appropriate officials meet mth us at an
“opening conference no later than July 20. At that time, we will establish a schedule
for obtaining the needed documents.

With the mput and cooperation of Criminal Division -officials, I am confident that
we can 'successfully complete our review in a timely manner.

If you have any additional guestions about our review, please contact Mr. Donald
L. Patton at 275-1898 or M. James 0. Benone at 2’?5—'748'7

Smcere}y yours,

- Nawcy R. Kmncseury,
- Assaciate Director.

-U.S. GENERAL ACCOUNTING OFFICE,
N ATIONAL SECU‘R_I‘I'Y AND INTERNA'HONAL A¥rams DIVISION,
- Washingion, DC, July 12, 1988.
Mr. Joexn C. Lawn,
Drug Enforcement Admzn;stmtwn, Washingion, DC

Dear Mr. LawnN. As we informed vour staff in our letter of M.a 11, 1988, the
General Accounting Office is undertaking a case ‘study, under code 472165, of how
“information about General Noriega was develaped hy various government agencies,
and what role such information played in policy decisions regarding Panama. At the

equest of your gtaff, we initiaily postponed audit work at the Diug Enforcement

Administration until we had explained our review objectives to the National Secuti-
ty Council end had given them an opportunity to’ coordinate the executive agency
participation in our review. However, because the National Secunty 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 DEA provide us with:

1. Documents outlmmg the organizational structure and the eperational pro-
cedures related to DEA’s development of law enforcement informatior and its
foreign intelligence data collection, analysis, and dissemination systerms.

2. Documents which establish DEA’s procedures for {a) defining foreign intel-
ligence information needs with regard to General Noriega and Panama; (b) im-
plementing the information collection process; {¢) collecting and reporting raw
data--and (d) enalyzing and disseminating data on Panama and General Nor-
18

3 SpBCIﬁc directives, instructions, or taskings to collect data on General Nor-
Jega or his alleged illegal activities, cables and reports fram field affices 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
rale or suspected role in ﬂlegal activities.

To facilitate our review, wWe are requestmg an opening conference with appropri-
ate officials no later than July 20. At that time, we will more fully discuss the-spe-
'oilﬁc pa.rat:;leters of our audit work a.ud establisk a schedule for obtam.mg the needed

ocumen

With the input and cooperatmn of DEA officials, I am c¢onfident that we can sue-
cessfiolly complete our review in a timely manner.
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If you have any additional questions about our review, please contact Mr. Donald
L. Patton at 275-1898 or Mr. James O. Benone at 275-T487.

Sincerely yours,
) Nawcy R. K]:NGSBURY,

. . .. Assaciote Director.

g

US: GENERAL Accomwmc ‘OFFICE,
NA.TIONAL Sr:cum'rz m INTERNATIONAL AFFAIRS DIVISION,
Washmgton, DG, July 12, 1.985‘

Mr PavL ScHOTT STEVENS, :
Executive Secretary, Natwnal Secunty Coum:;l, OZd Execut:qe Oﬁ?ce Building, Wash-
ington, DC.

Dear ME. STEVENS. As we informed you in our, letter of May 13 1988, and Mr.
Rostow in our letter of June 23, the General Accounh.ng Office is undertaking a
case study of how information about General Noriega was developed by various gov-
ernment agencies, and what role such information played in policy decisions regard-
ing Panama. At the request of the National Security Council staff; we 1mtlally Ppost-
poned audit work at the Council and several other government agenties until we
had met with them to more fully expléin our review objectives and had given them
an opportunity to coordinate agency participation in our review. However, because
we have not received a response to our létter of June 23, and because of the high
level of congressional interest in this assignment, we must now Jmplement - cur
review indepéndently at each agency.

We have sent requests to each agency, asking that appropnate ofﬁmals mect wﬂ:h
us to establish a timetable for collecting and reviewing releva.nt documents We ask
that the National Security Council provide us with:

1. Documents outlining the organizational Structure and the operatlonal 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, reports, analyses, studies, briefing papers, meeting records, or
other documents generated.by the National Security Council staff which discuss
allegations ‘of illegal activities by General Noriega and the possible unpact of
such activities on U.S. relations with Panama.

We anticipate that as our review Progresses, we will make additional requests-for
docurmmentation,

To fac:.].ltate our review, we. request that apprqpnate ofﬁcmls meet’ with s at an
opening conference no later than July 20. At that time, we will establish a schedule
for pbtaining the needed docurpents.

With the input and cooperation of Nahon,a] Security Councll officials, I am confi-
dent that we éan,successfully. complete.our review in a timely manner.

If you have any additional questions about our review, please contact Mr. Donald
L. Patton at 275-1898 or Mr. James-O. Benone at 275-7487.

Sincerely yours, ) :
Nancy R. KINGSBURY,
Associaie Director.

‘US. GENER.AL Accoum'me OFFICE,
: NATIONAL SECURITY AND INTERNATIONAL Arrairs DIVISION, .
Washmgton DC, July 12, 7938,

Hon. GEORGE P. SHULTZ - o
Secretary of State, GAD Liaison, Office of the Comptroller, Washington, DC.

Dear MRg. SecRETARY. As we informed you in our letter of May 13, 1988, the Gen- -

erel Accountmg Office.is undertalnng a case study, under code 4’72165 of how infor-
mation about Géneral Noriega was developed by various government agencies, and
what role such information played in policy decisions regardipg Panama. At the re-
quest of your staff, we m1t1a11y postponed audit work at the State Department until
we had explained our review objectives to the National Security Council and had
gwen them an opportumty to coordinate the executive agency partiéipation in our
review. Howevet, because the National Secunty Conncil has not acted, and because
‘of the high level of congressional interest in this assignment, we must now imple-
ment our review independently at each agency
We are therefore requesting that the State Depa.rtment provide us with:
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1. Documents ouflining the organizational structure and the operational pro-
cedures related to the State Department’s foreign intelligence data collection,
analysis,-and dissemination systems.

2. Documents which establish the State Department’s procedures for (a) defin-
ing foreign intelligence information needs with regard to General Noriega and
Panama, (b) implenienting the information cellection process, (c) collecting and
reporting raw data, and (d) analyzing and dlssemmatmg date on Panama and
General Noriega.

3. Specific directives, instructions, or taskings to collect date on General Nor-
iega or his alleged illegal activities, cables and reports from embassies regard-
ing his involvement in or teleration 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 Research, and the Assistant Secretary for Narcotics Matters.

To facilitate our 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-
:{: parameters of our audit work and establish a schedule for obtaining the needed

ocuments.

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 questioiis about our review, please contact Mr. Donald
L. Patton at 275-1898 or Mr. James 0. Benone at 275—7487

Smcerely Yours,

Nancy R. KiNGSBURY,
Assaciate Director.

T

U S. GENERAL ACCOUNTING OFFICE,
" NATIONAL SECURITY AND INTERNATIONAL AFFAIRS Dwmron
Washington, DC, July 13, 1988.

Hox. Frank C. CarrLuccr,
Secretary of Defense, DOD Office of the Inspector General, Deputy Assistant Inspector
-General for GAO Reports Analysis, Washington, DC.

Dear M=. SECRE‘I‘ARY As we informed you in our letter of May 12, 1988, the Gen-
eral Accounting Office 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 jnformation played in policy decisions regarding Panama. With the
cooperdtion ‘of Department of Defense officials, including those from the militery

“services and other Defense” agencies, we ‘have already made substantial progress
toward achjéving our review objectives. However, we were advised on July 12, 1988,
that these officials have beeh directed to postpone meeting with us and prowdmg us
with décuments until the National Security Council provides guidance on the extent
that the Department should participate in our review.

Since mltlatmg this review, we have fully briefed the National Security Council
staff on our review objectives and methodology and allowed them time to provide
guidsnce to éxecufe branch agencies. However, because the Council has not issued
such guidance and because of the high level of congressional interest in this assign-
ment, we have advised the Counicil that we must n now implement our review inde-
pendently at each agency.

We are therefore requesting that:the Department resume cooperating with us on -
this' assignment and prgvide us with documents we need to mplish our review
objectives. In add1t10n to the documents that we already have requested, we need to
obtain:

‘ Cah\les and mte]llgence reports generated by, or in the possession of, the

Depariment of Defense apd its varions components which discuss General "Nor-
iéga and his alleged illegal activities.

2. Any other memos, reports, analyses, studies, briefing papers, meeting
records, other documents, or recorded information generated hy, or in the pos-
séssion of, the Department or its components which disengs allegations of illega)
activities by‘ General Noriega and the posmble impact of such activities on U.s.
relations with Panama. - -

To facilitate our reviéw, weé would appreciate being advised in writing no laber\‘_
than July 20, 1988, of your intended action on this matter.
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With the Department’s renewed cooperatzon, I am canfident that we can success-
fully complete our review in & fimely mannef.
If you have any additional questions about our review, plpase ..onj:act Mr. Donald
L. Patton at 275-1898 or Mr. James O. Benone at 275-T487.
. Sincerely yours,
' Nancy R. KINGSBURY;
Assaciate Director,

-[Enclosure 1) --‘. 'H‘
- NamonaL Securiry CouNcrL,
: Washmgtbn, DC, July 13 1988.

Ms. NANCY R. K.INGSBURY, _
Associate Director, National-Security and Intematmnal Affa?;rs Dwzsr.on US Gener-

al Accounting Office, Washington, DC.

Dear Ms. KivesUsY. I am writing in response to your request concerning a
study of the alleged drug activities of Manpuel Noriega, -and the role ififormation
about such activities played in decisions about U.S. foreign policy (Study #472165)

Ab described in Mr. Kelly's May 13, 1988, letter to Paul Stevens and your June 23,
1988, letter to me, your request seeks access to sen51t1ve law enforcement and mtel-
ligence files covering a substanhal penod “of time: In bur meeting, your staff con-
firmed that your three areis of interest were intelligence files, 1aw enforcement
files, and the delibérative process of the Executive branch, including. internal- com-
munications and deliberations leading to Executive’ branch actions takep pursuant
to the President’s constitutional authority. 1 was disappointed that your letter did
not contain any narrowing of the request. The request raises importent statutory
and constitutional issues., The Administration is analyzing them now, and when its
deliberation is complete, I shall reply further to your letter of June 23; 1988,

Sincerely, Nmﬁoms ROSTOW

S_pecml Asszstant to the Presqunt and Legal Adviser.

NATIONAL SECURITY COUNCLL
Washmgtan DC, July 25, 1.988

Ms. NaNcy R. KINGSBURY,
Associaté Direétor, National Secunty and Internatwnal Affairs Dwzswn, USh Gener-

" al Accaunfmg Offfice, Washmgton, Dc. -

Dear Ms. KinGssugry. I am respond.mg to your July 12,1988, letter concermng
your study involving Manuel Noriega. As Nicholas Rostow h#s informed you, the
legal issues raised by your request are under consideration. We will respond to. your
request promptly after the completion of the necessary legal analysus In the mean-
time, we must decline your request for an 0pen1ng conference” on or before July
20, 1988,

Sincerely, L.
Paur Scaorr SteveNs, .
Executive Secretary.

s

[Enclosure TV]

CENTRAL thELUGﬁNCE AGENCY,
' Washington, DC' June 13, 1588,

- M. F‘mm: C CONAYIAN,
Assistant Comptroller General, National Security and Intematwnal Affairs Division,

General Accounting Office, Washingion, DC.

Deak Mr. Coianan. The Director has asked me to respond to your letter of 24
May 1988 that described the General Accounting Office’s investigation of allegations
madé against General Noriéga of Panama. |

All Agency. activitips in Central Amenca, as well as mformahon we receive con-
cerning other U.S. Government activities in the region, are subject to close and con-
tinuing -scrutiny by the House and Senate Intelligence Committees. Furthermore,
any assessment of policy-related questions should be directed to the ap ropnate
components of the Executive Branch, such as the Departmenta of State and Defense.
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I am sorry that we cannot be more helpful in this case.

Sincerely, :
JoHN L. HELGERSON,

Director of Congressional Affairs.

[Enclesure V)

TBE ASSISTANT SECRETARY OF DEFENSE,
- Washington, DC, August 8, 1988.

Ms. Nancy R. KINGSBURY,
Associate Director, National Security and dnternational Affairs Division, U.S. Gener-
al Accauntmg Office, Washington, DC.

Dear Ms. KINGSBURY. Reference is made to your letter to the Secretary of De—
fense dated July 13, 1988, concerning a request for documents related to your veview
into General Nonega S alleged drug activities {(GAQ Code 472165).

In accordance with the attached policy guidance from the Natiohal Secunty Coun-
cil (NSE), the Department of Defense may riot release information mvolved m your
review until the NSC legal analysrs has been completed

Sincerely, .

' ' LAWRENCE Roera, Jg.,

; oo — : Actmg Ass:.stanz Secretary of Defense
- Attachment.
' ’ TMemorandum)
To:
Mr. Melvyn Levitsky, Executive Secretary, Department of State.
.~Mr. Robert B, loellick; Executive -Secretary, Depattment of Treasury.
- Col. Witliam M. Matz, Executive Segretary, Department of Defense.
Mr. Mark R. Levin, Chief of Staff, Department of Justice.
"Mr. H. Lawrence Sandall, Executive Secretary, Central Intelligence Agenc:,r

From: National Security ! Cou.ncll “Washington, C Jul_v 22 1984.
Subject: GAO Requést on Nonega

GAO has sent letters to a.number of departments and agencies concermng a
stady it'ia conducting’ into the activities of Manuel Noriega. Following interagency
meetings, it was determined’ that GAO’s request raises a number of legal issues re-
quiring-in-depth analysis. GAO has been so informed (Tab A), and that a.nalysls is
underway, and should he completed shortly.

In order to ensiire that the Executive branch deals with this GAO request in a
consistént manner, there should be no meetmgs with GAO, and no documénts or
other information ghould be provided to-GAQ, 1n connection with this request untl
the legal analysis is completed and a decision is. made on how to respond. -

“Any guestions concerning this matter should be addressed to Nicholas Rostow,
Lagal Adﬂser to the Natwnal Security Council (456- 6538} or his Deputy, Dan Levm
(395-3854).. - -
PavuL Scrorr SEvens

Executive Secretary.

Attachment: Tab A~—Letter from Nicholas Rostow to Nancy Kingsbury.

NaTIoNAL SECURITY COUNCIL,
Washington, DC, July 13, 1988.

Ms. Nancy R. KINGSBURY, .
Aggsaciate Director; National Secunty and International Affairs Division, U.S. Gener-
. al Accountmg Office, Washington, DC.

-Dear Ms. KinassurY. [ am writing in response to your request concerning a
study of the alleged drug activities of Manuel Noriega, and the role information
about such activities played in decisions about U.S, foréign policy (Study 472165).

As described in Mr. Kelly’s May 18, 1988, letter to Paul Stevens and your June 23,
1988, letter to me, your reguest seeks access to gensitive law enforcement and intel-
hgence files covering a substantial period of time. In -our meeting, your staff con-
firmed that your three areas of inferest were intelligence files, law enforcement
files, and the deliberative process of the Executive branch, including internal com-
munications and deliberations leading to Executive branch actions taken pursuant
to the President's constitutional authority. I was disappointed that your letter did
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not contain any narrowing of the réquest. The réquest raises important statutory
and constitutional issues. The Administration is analyzing them now, and when its
deliberation is complete, I shall reply further to your letter of June 23, 1988.
Sincerely,
NicHovras Rostow,
Special Assistant to the President

 and Legal Adviser.
MONEY
INTRODUCTION _ RSO

“The phenomenal profit associated with the, na:rcotlcs trade is the '

foundation upon which the cartel’s power is based. Therefore, a
concerted attack on the cartels’ frioney-laundering operations may
be one of the most eﬁ'ectwe means to: damage the mternaj:mnal
narcotics trade.

The Subcommittee heard testimony from a number of mtnesses
concerning the magnitude -of money-laundering. Those testifying
ranged from narcotics traffickers who laundered drug: profits to
one of the Medellin Cartel’s money launderers to an authority on
international banking.

In reviewing this. testimony, members of the Subcommittee sub-
sequently drafted;money-laundering legislatian which was incorpo-
rated into the Omnibus Drug Blll of - 1988 and enacted 1nto law in

October, 1988. o ‘ L
DEF]ZNING THE PROBLEM OF MONEY LAUNDERING

The phrase “mbney launderiiig” has beéen used to describe a wide
range of illegal financial operations. Thé mest basic form of money
laundering is the skimming of funds from ¢ash-generating business-
es to evade taxes. The Internal Revenue Service estimates that in
1988 some $50 billion was hidden in this way

“The term is also used to describe schemes to hide the cash pro-
duced by a range of illegal activities, including illegal gambling,
prostitution, and drug trafficking. Estimating the size- of this un-
derground economy is extremely difficult for obvious reasons. How-
ever, law enforcement officials have consistently estimated that
these activities may generate as much as $100 billion in illicit cash
profits each year in the United States.

For the relatively small-time drug trafficker, the laundering of
money is simple—they spendtheir profits.” They.pay the wages of
accomplices and suppliers in cash; and, they use cash to purchase
luxury items such as cars, jewelry ‘and vacation homes.

_However, as one moves higher up the drug distribution h1erar—
chy, the profits are so large that they -cannot be completely hidden
through consumption, and capital- is: retained. Holdihg capital in

the form of currency is very costly. Not only are secure storage and

transportation of currency prohibitively expensive, but-also the op-
portunity cosis in terms of lost- earning :power are substantial.
These problems can be overcome only by depositing the money in a
financial institution which takes custody of the currency, pays in-
terest on the balances, and can.transfer funds:anywhere .in the
world through the use of-electronic funds transfer system.
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THE Bank SECRECY AcT REsTRICTS 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 all 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 casionos, real estate closings, and even automobile, boat
and aircraft purchases Large shipments of ca.sh into or out of the
country must be reported as well.

The reporting Tequirement 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 origins 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-
¢ial 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 deteymined that financial institutions in the United
States were. ihcreasingly 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 ba.nkmg -regulations guaranteed that such transactlons
would remain secret. .-

" THE INTERNA‘I_‘I_ONAL LoorHOLE

Testimony delivered before the Subcommittee described in detail
the movement of U.S. currency to bé laundered in offshore banks
and the methods used by both-drug dealers and bankers to avoid
regulation and detection.?

The profits from the mternatmnal drug trade are moved to any
country which guarantees the fewest problems for the trafficker in
handling the proceeds from the iNlicit activities. As a result, drug
money is moved to countries, such as Panama, which do not collect
taxes on foreign accounts and which provide the fewest restrictions
on the movement of U.S. currency across their borders.?

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 prineci-
pal money-laundering/tax havens have been the Bahamas, the

1 See testimony of Martin Mayer, Part 3, April 5, 1988, p. 64.
;%lg‘commﬁsttee testimony of Martin Mayer Apnl 5, 1988, p. 64.
id, p
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Cayman Islands, Hong Kong, Liechtenstein, Luxembourg; Monaco,
Nauru, 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 needed.
Panama is strategically located on the major route between.the
United States and South America. It has very stringent bank seécre-
cy laws, and in the figure of General Noriega, guaranteed physical
protectmn of money couriers moving currency to Panatha.

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 miove ‘money out of the United States to foreign jurisdic-
tions for deposit where, in turn, the funds can then be electromcal—
ly transferred back into the United States.

- CASE HISTORIES
CAYMAN ISLANDS

Leigh Ritch, convicted of narcotics trafficking in 1986, ran oné 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 dollays.® -

Ritch told the Subcommittee that all of his distributors paid him
in cash and that he stored the bills in a safehbusé in the Tampa,
Florida area.® He employed old high school friends 'to count and
package the money for shipment:to an offshore banking haven
where the money could be converted into a bank deposit.” For
Ritch, :the ideal place was the Cayman Islands renowned for its
bank secrecy laws.? '

“Ritch ‘held dual U.S.-British mtxzenshlp and had llved -and
worked in the Cayman Islands. He had learned that the Island’s
hundreds of financial institutions existed principally to assist Latin
Americans in evading exchange controls and taxes.in their own
countries. These institutions would not reqmre any uﬂormatxon on
deposits of large sums of U.S, currency.®: -

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 funds to the U.S. Federal Reserve System 1o '

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 Riteh put it, “there was a lot of U.S. intel-
ligence on the island, watching the an-port watching . . . the.bank

+ Sepate Committee on Government Operations, Crime and Secrecy: The Usé of Offshore
Banks and Companies, Senate Report 93-130, p. 141. _

¢ Subgommittee testimony of Leigh Ritch, Februory 2, 1988 pp. 179-180.

5 Thid., p. 155.

7 Ibid., p. 154.

8 Thid., p. 154.

s Thid., p. 148,

o Subcom.tmtt.ee testimony of Lee Riteh, February 8 1988, p. 74.

~sik
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transactions there.”-Ritch calso 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,1? :

..Jn Panama Ritch relied on his partner in the smugghng 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 shuttled between
Florida dand Panama and,-according t6 Ritch, negotiated with Gen-
eral Ngnega to insure the secunty of the money laundenng oper-
atlon : i

BAHAMAS

: Louis “Kojak™ Garc1a, a marijuana smuggler turned federal gov-
ernment informer, described the dimensions of the currency gener-
ated by his drug transactions by recounting how there were times
he would sit in his spacious living room, ankle-deep in twenty, fifty
and one hundred dollar bills.}? 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-to have paid.several high rank-
ing Bahamian officials up t0:$250,000 for permission to transship
marijuana through the Bahamtas.'* These payments still left him
with hundreds of thousands of dollars in currency at -a time whlch
required: laundering.

Initially, Garcia used the Bahan:uan bankmg 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 requirements for reporting the depomt of U S. cur-
rency in Bahamian financial institutions.

Garcia found that initially many Bahammn banks were more
than willing to have his business. But like the Ritch-Kalish organi-
zation, the Garcia organization found thadt 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, a2 méney 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.

o 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’s. Bank secrecy laws were
adopted and regulations on financial institutions repealed which
led to a virtual explosion in the Panamanian banking industry by
the early 1970’s. Dozens. of foreign banks opened branches in

1 Thid,, p

1z Tesnmony of Leigh Ritch, Part 2, February g, 1988, pp. 67-68.

13 %bugcomm%ﬂee testimony of Lu.m Ga.rm.a, May 217, 1997 pp- 33-34.
14 1 p 1
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Panama, many of them geared toward attractmg the proceeds of
illegal activity.

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 attracted: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. Freas-
ury estimates, staggering sums of currency, amounﬁng to at-least
several billion dollars were being laundered each year.. (Panama’ s
development as a money laundering center pI'lOI' to 1984 is’ de-
seribed more fully in the chapter on Panama.)

Amjad Awan, the former manager of the Bank of Credit and'

Commerce International Panaina, stated in a Subcommittee deposi-
tion that imany of the international. 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 the amount of U.S. currency that any one
bank could return.to the National Bank of Panama were proposed.
A suggested $5 million dollar Yimit was vigorously protested by the
Swiss banks and a number of large North American banks. When
voluntary limits were'adopted, the Swiss banks avoided compllance
by chartering aircraft to fly' currency back to El:l.rope‘15

Awan also stated that the bankers could get money launaermg
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 & fee, ‘would direct the
shipment of cash to the bank which paid-a:commission. In addition,
banks which laundered money tolerated cash skimming by offimals
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 hand]mg fees for taking in
large sums of currency.1® -

Marijuana smuggler Leigh Ritch confirmed this account. He tes-
tified that Cesar Rodriguez, a drug trafficker who worked for Nor-
iega, had established a two to three percent fee for money laun-
dered by his organization. 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 security while the traffickers remained in Panama.l?

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 reached Panama. To solve this
problem, the Cartel experimented with different methods of han-
dling funds in order to prevent seizures.l® Often, the money was
flown to Panama as commercial air freight.on either Braniff air-

14 %bcommttee deposition of Awan, Part. 4, pp. 473-503

18 ld..

17 Subcommittee testimony of Lee thch February 8, 1988, p. 67.
18 Thid., p. 50.



117

lines or Eastern A1r1mes 1% Currency was Shlpped in pa]lets or in
containers.

. The -use, of pallet1zed shipments was conﬁrmed by an Eastern
pilot- who testified that after his plane landed in Panama he
watched pallets being unloaded from his craft intowaiting 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 speclal
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 drmig profits of the Cartel de-
-posited in Panamanian ﬁnanc1al institutions found their way back
to Colombia where they were invested in newspapers, radio sta-
tions, television stations, soccer. teams, pharmaceutical firms, auto-
moblle agenmes,, .and construction companies, > .

ON'E MONEY LAU'N'DERER 5 EXPERIENCE

I_n hlS Subcommiittee 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 exile community who had. turned from shellfish-
ing to drig trafficking during the 1970°s.2%. -

Beginning on a modest scale, Milian Rodrlguez took the responsi-
bility for counting, packagmg and shlppmg 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 a-Panamanian corporation created for the sole purpose of receiv-
.ing the one time currency deposit:2* Shortly after the initial depos-
it, the money would then be moved to another 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 to a second bank in the
form of teller’s notes and deposited to the account of another group
of ‘dummy”’ Panamanian corporations, further hiding the source
of the funds.?® From there, it was transferred to a visible, and on
the surface, legitimate investment corporation in the Netherlands
Antilles.? That corporation would in turn:purchase a wide range of
assets as passive investments, including luxury real. estate stocks
and bonds, and other financial instruments.?

tf_‘

18 Thid., p. 39-40. :

20 Suhco:nmttee testimony of Gerald Loeb, February 8, 1988, pp. 131-132, 143,

21 Subcominittee testimony of Ramon MJllan RodrigueZ, February 11, 1988, pp. 235, 247 and
closed testimony June 26, 1987, p. 91.

= Subcommittee testimony of Ramon Mxhan ‘Rodriguez, April 6, 1988, p. 45.

=3 Suhcomraittee testimony of Ramon Milian- Rodriguez, Februa.ry 9, 1988 pn. 220-221; see also
Milian-Rodriguez indictment ‘and related-documents in U.S.%. Five Million Four Hundred Forty
Seven Thousand, Nine Hundred Forty Nine Dollars, No. 83-1652 Civ- AWK, and 8. v. Rodri-
guez, both US District Court for Southern District-of Florida.

2 Ibid., pp. 24-25, 36-40.

=Tbid., pp. 41, 4546 and testimony of April 6, 1988, pp. 40—41.

®RMR testimony of February 11, 1988, p. 49.

1 Subcommittee testimony of Ramon Milian Rodngue% April 6; 1988, p. 45.
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“Milian-Rodriguez stestified that in 1979 he established a cash
managéement system for Pablo Escobar, a key figure in-the Medel-
lin Cartel.*® Milian Rodriguez designed this system t6 maximize
_profit and intérest, and minimize risk. As‘he deseribed it, currency
received .from wholesale coczine purchases was delwered to cartel
operatives in-the major cities around the United States Tliese
“cut-outs™ in turn passed.the money to messengers who:delivered it
to safehouses, where Colombians counted and bundled: the money
and shipped it to consolidation peints for Sh.lpment o' Panams:29

- The packaging ‘and shipment of currency was handled: by~freight

forwarding companies owned by the Cartel.®¢ MJ]Jan-B.odnguez pro- -

vided the subcommittee with cardboard boxes that had ‘been de-
signed to exact dimeénsions for packing. money and carrled the Iogo
of the captive freight forwarder.®*

Milian Rodriguez was convicted under federal RICO statutes as a
money launderer and sentenced to 43 years in federal ‘prison. In
May 1983, he was arrested with $5.4 million in cash as he attempt-
ed to leave Fort Lauderdale for Panama on his personal Lear jet.
At the time of his arrest, federal authorities touted him as’ the big-
gést drug money launderer apprehendedm Florida. -

- TaeU. S. RESPONSE To THE PROBLEM

By the time the Subcommlttee on Narcotics and Terronsm hegan
its investigation, the use of offshore banks by drug iraffickers al-
-ready had received significant attention by Congress. Beginning in
1982, the Permanent Subcommittee on Investigations of the Senate
Government Affairs Committee undertook 2 major investigation of
the vse of banks, trusts-and .companies in offshore bank secrecy ju-

x
B ]

i Fa

risdictions by drug runners. In the case of Panama, the Subcommit-

iee - concluded that “the "evidence indicates that a s1gmﬁcant per-
centage of the currency []11 clrculatlon in Panama] was drug
mone :

In, {he House of Representatwes, Congressman George Wortley
(:R.-NY) a member of-the Banking Committee, infrodueed a propos-

al which would have authorized the Treasury Secretary to-subject
a wide range of foreign financial institutions,: including brancheés,
subsidiaries, and affiliates of institutions doing business in the
United States, to the record-keeping and reporting requirements of
the Bank Secrecy Act. The House Banking Commiitee included this
propesal in H.R. 5176; the money laundering bill that it reported in
August 1986. According. to the Committee report (H.R. Report No.
746, 99th Congress, 2nd Session, 34):

By including Section 6(a) in the bill, the Com:cmttee S
intent is to send a clear and unmmtakable message that it -
expects United States financial institutions doing businéess:
in'thig country to not only abide by the letter of the law
but. to live up to theu' moral responsmlhty to-fully cooper-

Remas

1 PP - -
an]]:id E
“1RMR Subcommittee testimony of April 6, 1988, p. 28.
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ate In this counftj’ g efforts to'stamp out the illicit traffick-
ing of drugs.”

Forelgn governments, bankers and the Treasury Department op-
-posed the Wortley provision from becoming 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 [Sec. 1363, Subsection (¢)] which required
the Secretary of the Treasuty to report t6 Congress within one year
on the -extent té which foreigh" 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 - methods of obta.mmg the+ cooperatmn of foreign govern-
ments.

In July 1987, the Treasury Secretary Submltted his report to Con-
gress. In the report he stated that “Treasury is aware of very few
examplés of Bank Secrecy Act or money laundering cases involving
transfers through foreign branches of United States financial insti-
tutions.” The Secretary further noted that “because there is no ac-
curate means of determining how much money is laundered
through each type of financial institution, Treasury can offer no re-
liable estimates on the amount of money that may be laundered
through foreign branches of domestic financial institution.”

" EFFECTIVENESS OF CUrRRENT 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 ldrge sums of cash without providing basic infor-
mation about the depositor such as name, 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. Deposﬂ:or information, or Currency Transaction Re-
portsh(CTR) are now -being’ ﬁled at a rate of nearly 600,000 a
mont

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 havé been several major -prosecutions, includ-
ing the well_known Washington, D.C. and New York Clty “Pizza
Connection™ case in which a number of persohs were convicted in a
ma_]or heroin smuggling operation. {e )

But while these laws have been extremely effective in fighting
distributors of illegal narcotics in the United States, 2 major loop-
hole has made-them entirely ineffective against drug smugglers
who operate from foreign sanctuaries. As the Subcommittee testi-
mony detailed, the drug traffickers have developed systems to Sh.lp
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 United States where they are law-
fully invested in. mcome—producmg assets.
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SUMMARY AND CONCLUSIONS -;

To function, the criminal organizations wh1ch control the drug
business must have access to commercial: banks willing ‘totake
large amounts:of U.S. currency anonymeously..Moreover, they must
be able to keep secret the identity of the beneficial owners: of the
secret accounts. Restricting these:two essential. requirements: for
successful money  laundering activities,-even imperfectly, is. the
most 1mp0rtant action the United States- government: can. take in
: challen g seriously the operations of the large traffickers. .- ~
R ubcommittee . on I%

: posed thai; the Secretary of the Treasury negotiate agreements per-
mitting foreign banks to cooperate with U.S. narcotics investiga-
tions. As a result of an amendment sponsored by the chairmian and
ranking member of the Subcommittee (Senator John.F. Xerry and
Senator Mitch MeCorinell), legislation mcorporatmg this. proposal

~was included in the Ommbus Drug Bill ‘passed at the clgge -of the
100th Congress after passing the Senate by a vote of 85 0 3. -

‘All banks—both U.S. and foreign-owned—which_do ‘business ‘in
,the United States, should be required to record .S, cash deposits
in- excess of $10, 000 as a condition of their U.S. charter or their
right to transfer fiinds electronically into this country. The prompt
negotiations of such agreements with other countries, as mandated
by the Omnibus Drug Bill of 1988, should be undertaken. °°

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 conducts 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 netgvork
maintained by the Federal Reserve L

LAW ENFORCEMENT VS. NATIONAL SECURITY CONFUSED
' PRIORITIES

INTRODUCTION

The Subcommittee identified a number of cases in W}uch law en-
forcement opérations and criminal prosecutions ‘were subordinated
to other foreign policy ¢oncérns. More often-than not,- the interfer-
enceé with law enforcement processes was the result of ad -hac. deci-
sions ‘made at‘the operational level of the national security agen-
cies.involved, rather than the product of carefully conmdered decr~
sions made a{: the highest levels of our government.’

- Instances in’ which foreign policy considerations took preeedence
over the war on drugs included the Barry ‘Adler Seal episode, law
enforcement mvestlgatmns into illegal activities" associated with
the Contras on the Southern Front, a narcotics sting operation di-
rected at a high Bahamian government official, the interventionof
U.Ssofficials on behalf of the Honduran General convicted in a
narcosterrorism plot, and the handling’ of Panama’s General
Manuel Antonio Noriega. (Accounts ‘of the Bahamian sting and
General Noriega were provided in the Bahamas and Panama chap-
ters respectively.)

arcotics and. Terrorism therefore pro- -
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BARRY SEAY. AND THE CARTEL

Barry Adler Seal, a former narcotics smuggler, was utilized as an
undercover agent by the DEA i in a highly sensitive operation being
run against thé Colombian cocaine cartels and officials of the San-
dinista regime in Managua. Based upon intelligence the DEA had
received, an interest had. been. expressed by some members of the
Sandinista Directorate in providing a base of operations in Nicara-
gua for the cartels. U.S. law enforcement officials had hoped to
entrap both mémbers of the cartels and Sandinista officials in a
drug sting being run by Seal.

However, the operation was dJsclosed prematurely by an admin-
istration official who leaked to the press evidence supposedly col-
lected by Seal in an effort to influence a pending Congressional
vote on Contra aid. Law enforcement officials were furious that
their undercover operation was revealed and agents’ lives jeopard-
ized because one individual in the U.S. government—'-Lt. Col. Oliver
North—decided to play politics with the issue.!

Associates of Seal, who operated -aircraft service businesses at
the Mena, ‘Arkansas airport, were_also the targets of grand jury
probes into narcotics trafficking. Despite the availability of evi-
dence sufficient for an-indictment on money laundering -charges
and over-the strong protests of State and federal law enforcement
officials, the cases were dropped.? The apparent reason ‘was that
the prosecution might have revealed national security information,
even though all of the crimes which were the focus of the mvestlga-
tion occurred before Seal became a federal informant.

" Bueso-Rosa AND THE CONTR.AS

Semor U.S. Government officials mtervened with a federal judge
to obtain a reduction to five years in-the sentence for Honduran
General Jose Bueso-Rosa, who-was convicted in 1985 of conspiring
to assassinate President Suazo Cordoba of Honduras. The assassi-
nation attempt was to have been ﬁna.nced by the proceeds from the
sale in the United States of $40 million in cocaine seized in connec-
tion with the plot. The other defendants in the case received sen-
tences as long as forty years.

In addition, officials of the U.S. government intervened to ensure
that Bueso-Rosa served out his sentence in a imum security fa-
cility at a U.S. military base in Florida. The officials intervened be-
cause the general was a friend of the U.S. government and had
been of particular help to the U.S. military in Honduras. Accorgding
to the Admissions of the United States in the criminal trial of -
Oliver North, “Lt. Col. North suggested that efforts be made on
Bueso-Rosa’s behalf to deter him from disclosing details of [hig sup-
port of the Contras].” 3

These officials seemed unconcerned that the Justice Department
had touted the consplrac‘y as the “most significant case of narco-
terrorism yet discovered.’

! Subcommitiee testimony of John C. Lawn, July 12, 1888, pp. 184-135.
2 Subcommilttee staff interviews with local and federal law enforcement agents in Mena, Ar-
kansas Auvgust 2 and 8, 1938,
Ad.m.lss:tons, US v Nar:h. DC Distriet Court, 1989, #102.
4 Subeommittes testiznony of Francis McNeil, Part 3, April 4, 1988, pp. 4449,
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Mr. Mark M. Richard, the Deputy Assistant Attorney General of
the Criminal Division for the Department of Justice was adamant-
ly opposed to these interventions. Originally, the Department of
State ‘supportéd the Justice Department’s position in the Bueso-
Rosa ‘case. Richard said that early on the Pentagon took the m1t1a-
tive in: support of interventions on behalf of Bueso-Rosa. -,

In- a deposition before the Tran/Contra Committee, Richard re-
‘called being called to a meéting ‘which included,” among others,
Oliver North, General Paul Gormian, Elliott Abrams, and Dewey
‘Clarridge; Who was ‘représenting the CIA: In that meeting North,

Gorman, Abrams and Clarridge all agreed that Bueso-Rosa should'

be actommodated. Richard siid He was surprised that the Staté De-
;pa.rtment 8" posmon had changed R1chard sald he’ responded by

i

‘ Took . . . anyth.mg we.do for thls man seems to undercut
., our position that we have repeatedly taken that this is an'.
international terrorist. . This is.-certainly not consistent
with the position we have arblculated throughout the. -
- course of this presecution,that this man is a, senous inter- . ©.
- patiopal terrorist’and should be treated accordingly.®

Francis McNeil, in testlmony beforeé the Subcommlttee said’ the
successful intérvention on behalf of Buest-ROsa, over the obJectlons
of the Justice Bepartment undermined President Réagan’s policies
in three areas antn—terronsm, antl-narcotlcs and support; for de—

moecracy. - : g

- s o, 1 ES K i [ aL\,_

INTELLIGENCE vs LAW ENFORCEMENT

Despite obvious and vndespread trafﬁck.mg through the war
zoties of northern Costa Rica, the Subcommittée was unable to find
a single case against a drug traffickeér’ operating in thosé zones
which was made on the Babsis of a tip or report by an ofﬁclal of‘a
US intelligence agency., This is déspite an execuiive order requi-
ing intelligence agencies to’ report trafficking to law. enfprcement
officials and despite diréct testimony that trafﬁckmg on the South—
ern Frontwas reported to CIA officials.®

Where traffickers and suspected traffickers were mentioned’ by
nameé in documerits dwulged in the course of the fran-Contra héar-
ihgs, the names 'weére deleted by the authorities charged with docu-
ment declassification. This déletion was effected, notwithstanding
the fact that a'copy of a memorandum detalhng the trafficking ae-

tivities written by Rob’ Owen and sent to Oliver North; had alrgady

been widely circulated.?,

Assistant U.S. Attorney Jeffery’ Feldman an,d FBI Specia} Agent
Kevm Currier were sent to San Jose in 1986 to investigate illegal
weapons shipments to the Contras operating in’ Costa Riea. Yet,
U.S. embassy officials were not only unsympathetic wnih thei¥ ob-
jectives but also attempted to dissnade them from inte¥viewing a
key witness.

5Tran/Contra deposition of Mark M Rlchard Appendm B, Volume 23 Aumlst 19 1987 pp.
122-128

§Lawn testimony, pp. 115-116, 118,

7 April 1, 1985 Owen memOrandum to Narth, Ira.n—Cantra exhlbxt Robert. w. Owne 1.
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In his testimony, Richard Gregorie said that the failure of the
State Department to turn over important materials was jeopardiz-
ing the prosecution in his case against Sarkis Soghenalian, an arms
dealer. Gregorie testified that the case against General Noriega
could well be jeopardized if U.S. intelligence agencies failed to
come forward with information about the General’s role in narcot-
ics trafficking. :

- It .is impossible [to know with certainty] in a world

.. where the secret to conductmg intelligence activity is com-

partmentalization, that is you get information on a need to
know basis.

. if a compartment goes 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. Noriega 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 convinced that we have not seen
even a small percentage of what we should see.’

MisGuED PRrRIORITIES

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 as they develop evidence on
anyone associated with the drug trade, their efforts will not be
jeopardized or terminated for so-called npational security consuder—
ations.

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 achiéved a reputation as one of the nation’s most
effective and toughest federal narcotics 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, Gregor{e )
said the opposition from the State Department made it almost irn-
possible to pursue top cocaine bosses. He stated, in that interview:
“I am finding the higher we go, the further I investigate matters
i.t:cvolving Panama, high level corruption in Colombia, in Honduras,
in the Bahamas, they are concerned that we are going to cause a
problem in foreign policy areas and that that is more important
than stopping the dope problem.”

Gregorie said he felt a lot like the soldiers in Vletnam felt “We
are not being allowed to win this-war.”

28 NR(C News interview with Rich.ard Greporie, February 22, 1989.
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The Drug Enforcéement Administration has expressed a clear re-
luctance- to 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 south Florida have
been discouraged in pursuing cases that lead {o-the Bahamas be-
cause of past mterventlons by the foreign policy agencies of our
government.

When cases are brought againgt those involved i in the drug trade,
prosecutors should be able to rely upon the cooperation of all the
agencies of the Federal government to assist thern in indictmients
and prosecutions. Obviously, sécrecy is'essential t6 maintainiig 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 not be an insurmountable obsta-
cle for prosecutors in .their ability to obtain ev1dence critical in
waging a more effective war on drugs.

In addition, the Nicaraguan war complicated law enforcement ef-
forts, partlcularly in south Florida, at -a time when the illicit nar-
cotics trade mushroomed out of control A unique problem &urfaced
with the privatization of U.S, foreign policy in Central America, at
the direction of Lt. Col. Oliver North. The following. sectmn to thls
chapter discusses the nature of this problem. - _ ’

R

THE CONSEQUENCES OF PRIVATIZ]NG U.S. FOREIGN PoLicy

A major consequences of privatizing support for the Contras, par-
ticularly during the Boland Amendment prohibition on official U.S.
governmient assistance, was that it attracted numerous individuals
and organizations involved in illicit activities.

As revealed during the Iran/Contra hearings, an extensive: net-
work of private support, for the Contras was established aiid coordi-
natéd by a handfil of goverhment officials working with private or-
ganizations. Although it might have been unintended, this private
support network, encouraged by certain officials of the T.S. Gov-
ernment, served as a magnet for many individuals 'wha exploited
their activities on behalf of the Contras as a cover for ﬂlegal gun-
running and narcotics trafﬁckmg It appears that anyore or any
organization was . Welcomed as participanits in supportmg the
Contra cause.

The private efforts on beha]f of the Contras attracted a number
of 'drug traffickers who understood full well the high priority the

U.S. government gave fo the war against Nicaragua. Testimony .

before the Subcommittee revealed narcotics traffickers  were par-
ticularly astute in offering to A&sist the Contras in an effort to xiot
only protect their operations, butalso to avo1d prosécution for- theu-
activities as well. This technique is known as “ticket punching.”:

In the environment of ‘South Florids, 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
punchmg are endless. According to Richard - Gregone of the U.S.
Attorney’s office in Miami, the result is a prosecutor’s nightmare.®

5 Pestimony of Richard D: Gregorie, July 12, 1988, pp. 156-148. X
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The Subcommittee repeatedly encountered this phenomenon as it
tried o understand the relationship between law enforcement and
foreign policy priorities. Many of the stories connecting the Contras
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.° .

Ramon Milian-Rodriguez offer to assist the Contras was. not
made until after he was arrested on drug-related charges. The offer.
was an obvious attempt " to reverse the legal proceedings bemg
brought against him.

George Morales, .the convicted cocame-trafﬁcker, was quite
candid that his prirhary motivation-in providing support to Eden

Pastora’s orgamzatlon was his belief that the CIA would gctually |

intervene to, assist him with his le dgal problems.*! Unlike Milian-
Rodriguez, Morales.in fact delivered planes, weapons and money to
the Contras who were desperate for help at the time.!? When his
relationship with the Contras developed more fully, Morales began
to take advantages of the Contra infrastructure to enmhance his
drug operations.

DIACSA, which was the headquarters for the Floyd Carlton/ Al-‘
fredo Caballero cocaine transportation orgamzatlon, was paid by
the State Department’s NHAOQ office as ‘a supplier of humanitarian
assisténce to the Contras. Caballero was indicted on drug charges
and enteréd into a. plea bargain with U.S. authorities. Carlton was
one of the key federal grand jury witnesses in the drug indictments
brought against Panama’s General Manual Antonio Noriega.

SETCO was the recipient in 1986 of $185,924, in State Depart-
meént NHAQ 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 businessmen who are dealing with Matta and are sraug-
gling narcotics inta the United States.” The Matta referred to in
the report is Juan Matta Ballesteéros, a major cocaine trafficker in
the region, arid wanted by U.S. 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 receu!ed $231,587
in humanitarian assistance funds for the Contras from the State
Department in late 1985 and early 1986. Luis Rodrigiez was finally
indicted on Septernber 30, 1988 for drug-smuggling Whlch(-took'
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 Neu-
trality Act violations that occurred in 1985 and 1986. The FBI had
extensive investigative files on Corbo who readily admitted that he
had been providing, weapons to the Contras in violation of the Neu-
trality Act. All claimed they were acting on behalf, and with the
encouragement, of the U.S. government in the Contra war agamst
Nicaragua.

z

10 Thid., p. 187, and Subcommittee testimony of David Westrate, Part 4, July 12, 1988, pp. 144.
11 Suhcommittee testimony of George Morales, Part 3, April 7, 1988, p. 800.
12 Thid., pp. 60-62.




126

Tur CasE oF MICHAEL PALMER .

"The most. puzz]mg example of this phenomenon the Subcomm1t—
tee' encountered was the case of Michael Palmer. Palmer’s career
as a drug smuggler also included numerous government .associa-
tion§ that clearly revealed a government working at Cross-purpases.

Palmer was ‘a former Delta Airlines flight engineer ‘who went’
into the marijuana business with Leigh Ritch and -Michzel Vogel in
the late 1960’s. He’ participated in the smugglmg of hundreds’ of
tons of marijudna into the Unitéd States over a sn:—yea;r perlod
wﬂ:hout getting caught.
~ T 1984, he flew to Colombla with a load of money %o purchase a
large’ shlpment of marijugna. The plane was trapped: .on the ground
by the Colombian mJJJtary and Palmer was thrown into jail.l% As
he sat in jail he had the chance to- contemplate the I‘lSkS ‘he

faced.1* Theré was a strong probablhty that his ‘organization had’

been compromised and that one or more“of its members weré work-
ing with the police. He rmked ‘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 Jaﬂ in Colombia’

and go to work for the U.S. governitient. Depending on the story
one chooses to beheve, Palmer was either released because 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 promptly Tooked for
government agencies which would be able to use his services.1®
Palmer’s major assets were an.interest in-a DC-6 which had
Been involved in drug. smugglmg operations, an interest in Vortex,
a minor Miami-based air cargo business, and excellent.connections

in the driig world.1® Within a matter of months after his return to’

the United States, Palmer was handling’ “humanitarian’ cargoes
for the ‘State Department, working for the Drug Enforcement Ad-
mm:stratlon, and informing for an office of the Customs - Service;

Palmer’s decision to bécome a government informant _Was pre-’
scient because he was in fact indicted in Detroit for his role in the.

marijuana smuggling operation. His ploy worked. Over the objec-
tions of law enforceinent agencies mvolved in the case agamst him,
Palmer’s indictment was dropped as “not bemg in the interest of
the United States.”

Throughout | Palmer's career as a government informant the vari-
ous agenciés using him did riot seem to know that he was involved'

in more than+one operation with more than one agency In fact, -

some agencies were tracking him as a smuggler unaware that he
was doing the smugglmg for DEA. Palmer’s varied government op-

erations all involved usmg t’he same airplane. The results Were .

chaos and coufusion.1”
The DC-6 which was the centerplece of Pa].mer’s operation had
been purchased in 1979 and had ‘been tused to pick up a multi-ton

load of marijuana in Colombla The plane was overloaded and hlt“

13 Subcommlttee testimony of Michae] Palmer, Part 8, April 6, 1988, p. 202.

14 Ib 204.

15 1bid., pp 202-203; and Subcommittee t&mmuny of Lhehael Vegel April 5, 1988, p 114,
18 Pglmer, ibid, gp 197-168.

7 Thid., pp- 215~
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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 Ioad 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. Paliner invested a substantial sum of
money in rebuilding thé plane 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.?®

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 stuggling
ring. The Colombians agreéd to sell Palmer marijuans and a load
was ‘sent back to Detroit.
~ Unfortunately, Palmer testified, the DEA did not properly co-
ordinate with the Customs 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 s
- At the same time Palmer was flying drugs as part of a DEA
sting, the DC-6 was being used for State Department humamtanan
‘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.

In the meantlme Palmer and his partner were repainting the
plane and changing its tail numbers to make it less conspicuous.
Each of the tail number changes and new paint jobs was recorded
by a professional photographer at the Miami airport who makes
his 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 DEA, 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 egnipment 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

18 Test:mon_v of Mickael Vogel pp. 101-102, n 100-773, pt. 5.
2 Thid, p. )
20 Thid., p 290224
21 Thid., p. 208.
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smuggling: case. To' their amazement Palmer g‘ot the government
. to acknowledge the plane.22 .~ -

- As the public controversy about Pa]mer .grew; the different law
en.forcement agencies” involved with the case ‘¢Could nét .agree on
how it should be hzndled. DEA wanted his Detr01t case dropped be-
cause of his undercover work, while other agencies suspected that
he was continuing- his own. drug busmess usmg his work for the
- DEAas cover, -

"~ The Detroit - prosecutor declded to drop the charges agamst
Palmer, a decision which infuriated Palmer’s former partners in
‘the manJua.na business Who all recewed long pnson terms 23

TrHE CA.SE OF FB.AN'K CAMIPER

~ The story of Frank Camper is one clear examplé of how the pri-
vatization of foreign policy could lead fo tragedy.

" Camper is a‘Vietnam veteran who began Workmg as an 1nform—
ant out of Birmingham, Alabama for the FBI in the early 1970s. In
1980, Camper decided to establish “a private schogl-for people who
would be interested in paramlhtary wor i Wthh he called “the

Mercenary School.” 2%

-~ Advertising in publications like “‘Soldier of Fortune,” “C;ung
Ho,” and “Eagle,” Camper conducted two-week paramilitary train-
ing courses for individuals and groups . . While training thiese ‘in-
dividuals, Camper was actmg as an mformant for the FBI and mili-
tary mtelhgence

The training provided by Camper included instruction in assassi-
nation techniques, the use of plastic exploswes, and vanous bomb—
mg techniques.25 -

From the beginning, the Camper school attracted: Wolent and ex-
treme elements. Among Camper’s-first students was Robert Lis-
benby, who according to Camper was planning a publi¢’ bombing
and " assassination in Miami.’ Camper informed law*enforcement
agents and the plot was halted. Other Camiper students “ised’the
technigues ‘that they had learned” at his school to steal 1tems from
the Redstone Military Base in northern-Alabama 26 =
- According to Camper, he founded the school- with’ two prmc:pals
'in mind. First, to “‘enable’the T.S: Government to gain & great deal
of intelligence’ and- indeed: inifiate many operations that were sue-
cessful to stop criminals and terrorists.” Second, “to get and prove
out possible foreigners who. would-work for the’ US. 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 operatlons 28 =

As Camper’s school- became mcreasmgly we].l—known he- found
himself being drawn into contact with representatlves of fore1gn
governments a.nd with the Contra program -

22z Thid., pp. 229-230.

23 Vogel, ibid, pp. 113, 117.

24 Subcommittee test:l.mony of Frank Camper, Part 4, pp. 237—288
25 Camper, Part 4, p. 301

26 Camper, p, 289.

27 Ibl.d., P 301,

za Thid.
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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 meeting in Panama that the PDF
was working with the Medellin cocaine cartel, and reported this in-
formation to. military mte]hgence Camper claimed that military
llflte].]lgence did not follow up on ‘the mformatlon he had prov1ded
them.?® -

-'The. same year, the. C&vﬂlan Mlhtary 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”
Among 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.®®

Camper also participated in training members of an exile group
attempting to conduct a éoup,against the Ghanian government.
These individuals were later .arrested on a barge off the coast of
Brazil as they were heading for Ghana, and 1mprlsoned 31

In November 1984, four Sikh nationalists were trained at Camp-
er’s school. The Slkh s asked Camper .to train them in guerrilla tac-
tics for a war against 'the government of India fo]lowmg the assas-
sination of Indira Ghandi and the Indian government’s assault on
the Sikh Goldén Temple. Camper advised theé FBI of the Sikh’s
plans. Camper testified theé FBI advised him to continue training
the Sikhs as a means of mohitoring their activities. Camper testi-
- fied that as a result of this monitoring the FBI was able ‘to stop
planned assassinations of* Rajiv Ghandi and an Indian state minis-
‘ter, and that ‘many of the Slkh terrorists ‘were arrested. Other
Sikhs trained by the Camper school escaped. According to Camper,
* the Sikhs used ‘plastic explosivés they obtained froin his school to
blow up Air Indla Flight 182 over the Atlantic in Ju une, 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.33

- The Frank Camper story exempllﬁes manga,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 coyps, and bomb-
Ings involying 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
tra.mmg and plastic exploslves used to blow up the Air India plane.

29 Thid,, pp. 291264

3a Cam , Part 4, pp. 295-296; see also Iran/Contra Te.snmony of Tam Posey, Vol. 21, p. 125
a Ca.rnper Part 4, pp. 302-303

32 Camper, Part 4, pp. 302-804. .

33 Thid., pp 307, 320. ~




130

This occurred even though the operation’' was being monitored by
the FBI, and highlights the risks of permitting prlvate n:ulltary
trammg ca.mps to operate in the Umted Statesx L

.._“

_ THE CASE OF RICHAIRD BRENNEkE f

Certamly, one of the unintended consequences of the- prwatlza-
tion of U.S. policy toward Nicaragua, were the number of individ-
uals who surfaced claiming to have been engaged in illicit- activities
on behalf of federal agencies supportmg the sContras One such In-
dividual was Richard Brenneke. - '

Brenneke is the President of a- Portland Gregon property man-
-dgement’ company. Accordmg to him, in“his'spare time he had Heen
involved in arms deals in the Middle East and Central Amenca
and as a participant in“a number of covert operatlone _

Brenneke " first came to the Subcomdittee’s attention’ through
Will Northrop, one of the defendants in the ““‘Ehrans” Iraruan arms
York Times .story on Weapons sales to Iran. In that story- he re-
countéd his purportéd role in'the “Demevand” proJect Whlch he
said was the ¢ode name for a Weapons purchasmg operatlon run,, by_
the Iranian governmént, '

‘Some months later Brenneke bega:n to assert pubthy that he
had participated in a guns for drug arrangement in Cefitral Amer-
ica which was officially sanctioned by the U.S. government As part
“of this arrangement he. .said he had smuggled drugs into the’ Umted
‘States.and arranged weapons purchases for the Contras'in, Eastern
Europe

-As. the reeult of . theee new aseertlons the staff con,tacted M_r
B‘renneke who.agreed to be. deposed. The depos:.tlonwvas ta_ken, on
April 23, 1988 in Bortland, Otegon, .

In. his, testimony: Brenneke asserted that he had worked for the
CIA ‘as a3 contract employee in the Middle East in- the 19707, that-
he became inveolved working for Israeli mte]hgence and the CIA: in
the early 1980%. 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
said that.after clearing the request:with the CIA ‘he ‘bought the
weapons ‘from .Omnipol-in.-Czéchoslovakia, and. had the weapois
shipped -to' a warehouse in ‘Bolivia. ‘He said- that the Israehs then_
flew the weapons to Panama and Honduras. - :

.Brenneke said that-he had worked- -clogely Wlth a- number of. Is-
rae11 ‘agents ‘active in‘ the Central Americari weapons: project ‘who
were running drugs into the United' States: He said+thai he was

told by White House officials:that the operdtion was officially sanc-

tioned, and he had persona]ly discussed the operatlon w1th mem-.
bers of the Vice President’s staff. -

The Subecommitiee then began an exhaustlve effort to determme
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 documénts from government
files relating to him and thousands more from his ﬁles and other
sources were reviewed.




ey

131

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 ofﬁmall connected to U.S. intelligence and that he was
never tasked by a U S. Intelligence agency to gather 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.

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 schoal but his application was re-
jected. 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 fraveled 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 Brenneke’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 was an active participant in arms de~
liveries to either ¥ran 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 Iramians. It also appedrs that Bren-
neke received completely fabricated information about 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 efforts 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 Commiercial 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. i

4
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-Customs agents interviéwed 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 authority to negotiate with
the Iranians over hogtages, Brenneke began to offer additional pro-
posals to various federal agenéies, including the ‘Defense Depart- -
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 se]l Weapons to the' Iramans i

CONCLUSION wz PR

The Senate and House Select Committees wblch were constltuted
to investigate the Iran-Contra affair descrjbed in detail how the
Oliver North operations u.ndermmed basic U. S. foreign policy .objec-
tives.

In their Report, the Select Committee noted:

Covert operations of this Government should only be d;L«
rected and conducted by trained professional services that -
are accountable to the Pres1dent and the Congress. Such
operations.should never be delegated as they were here, to:
private citizens in order to evade Governmental restric- -
- tions.34

The Select Committee observed further that:

The President set the stage for Welcommg a huge dona—
_ tion for the contras from a foreign Government—a contri-
* bution clearly intenided to keep the Contras 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 assistancée -
to the contras, and ‘ultimately developed and dirvected a
pnvate hetwork that conducted in North’s words, “a full
service covert operation” in support of the Contras. 3%

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 respon31bﬂ1ty our gov-
ernment has for protectmg our citizens from all threats to their | se=
curity and well-being.

Those U.S. officials who were involved in encouraging and actwe—
ly pursuing the participation of private individuals and organiza-
tions in the contra supply network, mugt bear the responsibility for
the ﬂ.lega.l aCtivities of those who responded to that call. When ac-

1987, . 16.

34 Report of the Congressmnal Committees Invest:gatmg the Iran-Contra Affair, November
. 85 Ib1d 15-19. ‘ ' '
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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 mtervlew

- If it was the communists that were taking ovér South
and Certral America, we would have done somthing about

- - it. But it’s the drug dealers and therefore they (the govern-
ment) don’t see that as a significant priori

The casualty list for the continued narrow perception as to what
constitutes threats to the national security of the 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 nelghborhoods 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 finally 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-
mestic and foreign ‘corruption associated with the international
narcotics trade because of the preception there are higher fore1gn
policy priorities which demand our attention. :

In-the end, the Contras themselves became victims - of the very
network created 1:0 ‘support them. ‘s

) CONCLUSIONS

NATIONAL SECURITY ISSUES

1. International drug trafficking organizations are a threat to U.S.
national security. Our government must first acknowledge the
threat and then éestablish @ more coherent and consistent strate-
gy for dealing with it.

Hearmgs before the Subcommittee on Narcotics and Terrorism
established that the international drug cartels constitute a serious
threat to the national security of the United Statés and, mdeeiL
the stability of many of our friends in the Western hemlsphere In
the United States illegal narcotics exact enormous costs in terms of
increased crime, lower ecomomic productivity and general health
problems. In Latin America, the cartels not only create social and
eonomic instahjlity 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 sov-
ereignty of foréign governiments as a shield to protect ‘themselves

36 NBG nghtly News interview with Richard Gregorie, February 22, 1989.
r
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from law enforcement activities directed 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 viclence,
that there is a price to be paid for cooperation between govern-
ments on criminal and legal matters.

The scale of the cartels’ operations and the d.u:nensmns of theu'
economic, political and military power make these _organizations
far more dangerous than any criminal ‘enterprise 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 needs to recognize the-enormous
threat these organizations pose to the vital national interest of our
country. The government should considér how to utilize more efféc-
tively the various political,- eGonomic and, 1if need-be; éven mﬂltary
opt1ons 1n order. to neutrahze the growmg power of the ca.rtels.

2. In the past the Umted States government has ezther ﬁuled to ac~
.. krnowledge, -or-underestimated, - the seriousness. of -the emergi
. threat to national security posed by organized. drug trafficke
"The reasons for this failure. should .be examined by the Senate
Select Intelfzgence Committee, in conjunction with the Senate
Forezg Relatzons Commzttee, to determme what steps should
be taken. : .

The operations of the drug ca.rtels in’ the 1980’5 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 traneshlpment points for cocaine coming
in the U.S., and how drug-related corruption within the Haitian
military durmg recent years opened up another major tranSJ.t point
in the Caribbean.

The JudJcml system in Colombia has been subjected to such vio-
lent assanlt it’s almost impossible, to find a judge who will approve
impyisonment or extradition for major cartel figures. By late 1984,
the Medellin Cartel, in particular, consolidated an important rela
tionship with General Manuel Antonio Noriega of Panama. That
relationship becameé one of the most significant developments for
the cartel in @ country whose ‘Stability and security has long been
considered of vital national intérest to the' United States.

Intelligence reportihg on nareotics issues has been marginal and’
woefully inadequate. The mte]];gence reports reviewed by the Sub-
committee 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. It appears the operations of
the cartels too often have been viewéed as an adjunct to what has
been perceived as the more important issue of East-West conflict in
the region. - '

Law enforcement ofﬁc1als and prosecutors dunng this period
have far too often focused only on individual cases 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-
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preciation within the law enforcement community on this dimen-
sion 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 alsc in the:
establishment .of differing criteria by” which individual agenmes
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 Committee on
Intelligence’ to review the process by which intelligence regarding
narcotics -is brought to the attention of government officials. The
Select Committee on Intelligence also should determine if precon-
ceived definitions ‘of what constitutes' a national security threat
prevented:-the delivery of effective and” tlmely mtelhgence report-
ing about’ narcot1cs trafﬁclﬂng -

FEDER.AL PRIORITIES

3. The threat. posed by the cartels should be given a major priority
" incthe’ U.S. ‘bilateral agenda with. a number of countries includ-
" ing Panama; the Bahamas, Haiti, Colombia,’ Peru, Bolivia and
Paraguay. It should be among the miost important issues with a

- number of other countrzes, including Mexico and Honduras

The Subcommlttee hearings demonstrated that in some bilateral
relationships, such as the case of the Bahamas, policy priorities of
the United States, including law enforcement, were neither .clearly
definéd nor regu}arly reviewed:"In other relatlonshlps, such as the
case -of Panama, drug enforcement was considered but v1ewed as
less important than other foreign policy objectlves _

The members of the Subcommitteé believe that riarcotics-related
issues should.be given a hlgh priority within the State Department.
U.S. ambassadors should receive clear instructions on the lmpaf-
tance of narcotics-related issues in the countries to which they are
assignied. The Ambassadors should, i turn, regularly report to the
State Department on, the host govermnent’s responsiveness, or lack
thereof, in dealing with this problem. The Department shofld
signal clearly that our government places the highest priority on
diminishing significantly the effectiveness and power of the cartels.

‘While joint eradication efforts, such as those being undertaken in
Bolivia and Peru, are posﬂ:we signs of the willingness of other gov-
ernments to assist us in the war on. drugs, these efforts can only
promote marginal results. Eradication is essentially a war on small
farmers strugg]mg to meet the basic needs of their families. Extra-
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 couniries 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
coordinaled strategy for dealing with narcotics troffi ckmg,
money laundering and related economic problems.

A summit meeting of the United States and our Latin nelghbors
would signal that the United States considers curtailing interna-
tional narcotics: trafﬁckmg to. be of mtal natmnal and hemlsphenc
interest. :

Such a meeting also should be a foru.m for the dlscussmn of eco-
nomic issues which must be addressed as an essential component of

any solution to putting the cartels out of business. U.S, economic
assistance to the region is dwarfed by the amount of money:. the -

drug cartels can bring to bear:in influencing the region’s politics
and economies. The Umted States, must accept.this reality and
begin to assist creatively in developing longterm economic solu-
tions” for Latin America. A meaningful debt relief- program for
many Latin countnes is an obvious first step.

COV‘ERT ACTIVITY Issuns .

5. The war in Central America coniributed 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 severa.l cages, drug smugglers were

hired by Contra organizations to move Contra supplies. In addi-

- tion, individual coniras accepted weapons money a:nd equzp-
-ment from drug smugglers

The Subcommittee did not ﬁnd ev1dence that the Contra leader-
sh.lp participated directly in narcotics. smuggling in support of, their
war against the Sandinistas, although the largest Contra organiza-
tion, the FDN, did move Contra funds through a narcotics trafﬁck—
ing enterprise and roney laundering, operation, There was,’ more-
over, substantial eviden¢e of drug smuggling through the war zones
on the part of individual Contras, pilots, who flew supplies, merce-
paries who worked for the Contras ‘and Contra supporters through-
out the ; reglon

‘There is also evidence on the record that U.S. officials. mvolrved(
in assisting the Contras knew that drug smugglers were exploiting
the clandéstine infrastructure established to support the war and

that Contras were receiving assistance derived from drug traffick-’

ing.  Instead of reportmg these individuals to the appropnate law
enforcement agencies, it appears that some oﬁfic;tals may have
turned‘a bling eye to these activities.

6. There are serious questions as to whether or not U.S. oﬁ‘icials in-

volved in Central America failed to address the drug issue for .

- fear.of Jjeopardizing the war effort against Nzcaragua

The Subcommittee received testimony from a number of md.1v1d-
uals who asserted that the U.S. government failed to address the
drug problem because to do so might have interfered with the war
in Nicaragua. Serious questions have.been raised as why our gov-
ernment waited so long to deal with the Noriega problem m
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Panama. 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 a]legatmns 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.

The Subcommittee urges both the Senate Seléct Committee on
Intelligence and the Senate Judiciary Committees to investigate
these eplsodes to determine 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 Committee on Intelligence should

- review the testimony and conszder whether remedial legislation
may be necessary

Frank Camper testified that he had -reported violations of the
Neutrality Act to U.S. military Inteltigence 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
these operations were reported.to military Intélligence, which al-
legedly did not interfere with their implementation.

The Subcommittee found it difficult to assess the Camper testi-
mony. Neveértheless, in light of the serious questions raised by his
statements, the Subcommittee believes the Senate Select Commit-
tee on Inte]_hgence should investigate how the Camper case was
handled and whether actions of M_Lhtary Intelligence were appro-
priafe. .

Law ENFORCEM:ENT Issues (

8 A pnmary focus of the US. drug effort must be on the major nar-
cotics trafficking organizations located in foreign havens. Law -
enforcement 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 puhlic 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, miore
cocaine than ever before is flooding our streets as evidenced by the
continued decline in the price per kilo and the’ frightening m(:rease
in drug-related violence in the U.S. -

The current strategy is failing to stem the narcotics t1a’é 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 pn—
vate armies and corrupt government officials.

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 seriousness with which the U.S. is waging the war
on-drugs, it would also enable us to deal more effectively on extra-
gmon and money-laundering, where the cartels are most vulnera

le

In addition, pursuant to the Omnibus Drug Act of 1986, the Con-
gress pr0v1ded the Administration with a range of sanctions to.
apply to-foreign governments which harbor drug traffickers; export
parcotics 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 countnes 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 us.
concern and seriolisness. Members of the Subcommittee urge sthe
Foreign Relations Committee to again review the certification groc-
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. cauntry
identified as a narcotics source or transit country by the U.S.
Department of State in its annual International Narcotics Con-
trol Strategy Report which does not “fully cooperate” with the
U.S. in anti-drug efforts

In the Bahamas, Canada, and Bérmuda, the United States pro-
vides “‘pre-clearance” to foreign visitors::In addition, 2 number of
Caribbean nations are currently asking the U.S. to. be ‘considered
for pre-clearance. Under -pre-clearance, perSons -entering the
United States are checked by Customs in the foreign country,
rather than when they land in the United States.

Some foreign nations, especially in Latin America and the Carib-
bean, prefer pre<learance because it facilitafes tourism and the
movement of people to and from the United States generally. The
Immigration and Naturalization Service 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
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foreign country ‘and the person who is carrymg it is handled by its
law ¢nforcement system rather than that of the Umted States. For
example, the Subcommitiee recelved testimony that drugs seized in
the Bahamas by Ciistoms officials of that country were later sold to
other narcofics, smugglers Accordingly, the Subcommittée believes
that the overall U.S. policy of pre-clearance needs to be re-evaluat-
_ed in major drug-tranmt countries with a substantial recofd of offi-
cial corruption or'a law enforcement system that has proven inad-
equateto’ combat fiarcotics trafficking in the United-States. _ .

The United States should consider ending Customs pre-clearance
“in -the Bahamas te: force :that government .to reconmder\ its ap-
proach and attitude toward-narcotics. traffic}xmg

10."The exzstmg distrust and competifion between law enfarcement
agencies working on the drug problem and agencies working in
' the nationg! security aréne must bé resolved. Ways must be
found to make:it pos.szble for law enforcerment agenczec 20 have
access to national security intelligence mformatwn

L testlmony before the ‘Subcommiittee, it. was . apparent that
“membeérs of hoth-.the law enforcement and the intelligence commu-
‘nities regard each other with susp1c1on, if not outright distrust.

The .intelligence community is legitimately ¢oncerned that the
information it provides to law énforcement agencies, partlcularly
_sources and methods could he eventually be disclosed in court. pro-

‘Ceedings. The primary coricern of thé mtelhgence community is,
thereforg, -to “protect its sources and methods in gathering intelli-
_gence which could be cr1t1ca1 to successful prosecutlons ..
- Itis mcumbe,nt pon the; executive branch of the government to
dévisé 'a mechanism Whereby a useful intelligence product can
assist law enforcement efforts in the war on drugs. A workable
.\system for protecting classified inférmation paﬂ:;cularly as it re-
lates to sources and methods in the criminal justice setting mist be
developed This issue should reteive the serious attemtion of the
Belect Commlttee on Intelligence and the Judiciary. Comm;lttee, as
well as by the new National Director of Drug Policy. . —

11. U.S. lew enforcement agencies should devote more attention to
counter-mtelhgence to prevent drug dealers and omanzzatzon.s
from penetrating their. operatwn.s ,

, The Subcommittee received extensive teetnnony detallmg the
manner i which the cartels have ‘penetrated U.S. law enforeement

operatioris.at home and abroad Janitorial and clerical workers -

‘Have been bribed for access'to files; low level officials have been
‘bribed to-find out the disposition of ShlpS and aircraft; law enforce-
ment radio frequericies have been monitored and pohce and federal
dgents have been placed under sutveillance.

‘The narcotics trafficking organizations leave notlung to ¢hance.
They have hired former law enforcement officials, in¢luding, police
investigators, former federal agents and former prosecutors who

now work as pl:wate detectlves or pnvate lawyers for the cartels."

‘N6t orly does this give the cartels access to the identity of inform--
ants, but alsp access to significant mtelhgence on the law enforce-
ment assets directed at their operations. _

]
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As with any threat to the security of the United States, the war
ragainst the drug cartels must rely heavly on the use of mtelhgence
and counter-intelligence. Intelligénce gathering and investigative
efforts that are compromised easily, plices our law enforcement
agencies in a virtually unwinnable situation in this war. -

One of ‘the first taéks of the new National Director of Drug pelicy
should be to take the steps necessary to remedy this situation. A
strong - counter-mte]hgence capability " must be developed as a
means of reversmg the senous compronuse of our law enforcement
efforts, :

12. Individuals who represent tkemselves -G§ workmg for the CL4 or
other- national security agencies of the United States Govern-
ment, and who in fact do not, should be promptly prosecuted to
the full extent of the law -

 Misrepresenting oneself as a U.S. government ofﬁclal is normally
not considered to-be 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 elther on the behalf of, or sancnoned
by, the U.S. government.

Given the number of mdrnduals involved in Central Amenca
who. were by turns, engaged in activities which were legal, illegal,
official or unofﬁclal the proposition that some criminal behavior -
was officially sanctioned is not surprising. It is evident that many
.individudls took advantage particularly of the Contra effort for per-
sonal gain, while representing that they were either working di-
rectly for the U.S. government or undertakmg activities with-the
approval .of officials in Washington. -

The Subcommittee recommends that the Judiciary Comm‘lttee

develop legislation to provide civil and criminal penalties refatmg- Iﬁ.

to such misrepresentations. Prosecutions of individuals who so mis-
represent themselves could serve as a deferrent to others who may
unwittingly become involved in itlegal activities they think are offi-
cially sanctioned hy our government.

13. The State Deportment should make o special effort to control
multiple eniry vises from countries' which are major iransit
countries or which harbor drug traffickers

Witnesses told the Subcommittee that one of. the most effective
ways for controlling drug traffickers is to deny their access to mul-
tiple entry visas into the Urnited States. There is not a legitimate
réason for the United States to allow anyone suspected of working
with drug organizations to enter and exit freely from. the United
States. An ézample 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 Haltlan
cocaine distribution network in southern Florida.

The State Department should, therefore, reexamine the issuance
of visas to foreign nationals with' suspeetéd connections to the drug
trade and, in cooperation with the Department of Justice, seek the
deportataon of such mdlvlduals ' ) _
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- 14. The Federal Aviation Administration should undertake a major

. effort to inspect the hundreds of substandard aircraft, many of

* ‘which are used for smuggling illegal narcotics, which dre locat-
“ed throughout the United 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 meeting 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 a
. month after it was discussed in the hearings, killing the pﬂot and
Crew.

The members of the Subcommittee believe that if the FAA close-
ly inspected these aging cargo planes each time they appeared at
the ramp of a U.S. airport, many would be removed from service
permanently. Such an inspection program would make it more dif-
ficult for the smugglers to use legitimate air fields and airports in
this country

_15. The use of crzmmals in undercover operations should be limited

) to intelligence.gathering for criminal investigations. Otherwise,
our government risks allowing criminals to continue profiting
from their tllegal 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 to be
useful he must be involved in the narcotics business. Undercover
- operatives provide an easy and effective- way to gather information

and' evidence. The danger, however, is that too many informants
- operate independently of their handlers. = -

While 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-
forcement ahd 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 cominonplace in south Flor-
ida and is frequently successful. However, the Subcommittee be-.
lieves that the -pursuit of legitimate foreign 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 cnmmal enter-
prises should not recetve federal contracts, either by inadver-
tance or design. Such contracts can be u.sed by drug traffickers
or other criminals both as a means of supportmg and legitimiz-
ing criminal activity

- The Subcommittee found that the State Department- contracted
mth four companies contro]led by drug traffickers 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. compames on its own
behalf, after the company had been 1dent1ﬁed 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 mvolved in narcot1cs
trafﬁckmg

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 5 fa.llure
to coordinate the war on drugs.

The Subcommittee behevee that the State -Department should in-
stitute procedures to ensure that all. of its' contracts aré reviewed
by federal law enforcement agencies to insure thét public funds are
?.ft given to drig traffickers for State Department contracts in the

ture

Mozmy LAUNDER]NG IssuEs .

17. The Treasury Department should begin negotiations on gather—
’ ‘ing deposit information on large foreign’ U.S. dollar. deposzts as
authorized by the 1988 Omnibus Drug Bill . o

. The ability to launder large guantities of U, S. currency is. essen--
“tial‘to the success of the major narcotics smuggling orgamzatlons
The Subcommittee believes that tracking the drug money and ag-
gressive steps to prevent the miovement 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 dep051ts of U.S. currency while malntannng the
anonymity of such transactions.

The 1988 Omnibus Drug Bill calls for negot1at:10ns with fore1gn
governments to require foreign banks that accept U.S. dollars to
record 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 ser;lously
these negotiations.

18. The United States must take the Zead in promotmg mtemthn
al anti-money loundering regimeés and regidations

Money laundering is a global problem of enormous dnnensmns
However, few of our allies have laws Whlch make money launder-
ing a crime.

Just as the United States has taken the lead in the development
of international organizations such as GATT to govern.trade, and
World Admmlstratlve Telephone and Telegraph Conference
(WATC) and Intelsat in telecommunications, the Subcommittee be-
lieves that United States must persist in pressing 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 information
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 trafﬁckmg
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and money laundering. In addition, the U.S. supported the adop-
tion of the Basle Committee’s statement of principle “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 -

PERSONN’EL IssuESs

19. Narcotws 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

Foreign service and career officers in the intelligence community
have told the Subcomm1ttee that workmg 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 ofﬁcwls 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 competént people into the narcotics policy
area. Only then will the narcotics issue recelve the attention it de-
serves wﬂ:hm the various government agenmes

20. To encourage the most. talented and’ erpenenced personnel to
remain on the job the Federal government must raise the sala-
ries of seniar prosecutors and mvestzgatom and create special
sentor posztwns

'The present federal pay scales make it almost impossible for the
government to keep its best senior prosecutors. Private practwe op-
portunities offer three times the federal salary and benéfits. Pri-
vate sector working conditions, including clerical and research 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,
senously considering a government career. :

Similarly, law enforcement agenices encourage early retirement
for skilled investigators who do not move into senior mandgement
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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22." The Senate Judicary Committee -should consider prohibiting

_ anyone who has held a policy position on the narcotics issue for

the U.S. government from working os a registered agent or Zob-
byist on that issue for a foreign government

Forelgn governments, such as the Bahamas, have 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 51tuat10ns where
thesé former officials represented their ¢lients on drug lssues in
meetings with current U.S. -.government officials.

If the drug issue is taken seriously as a national secunty 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 d_rug traffickers. . ‘ .

: ' NEUTRAIJTY ACT

23. Private citizens should not be permitted to mount expedztzons
from the United States aganist foreign governments without
formal U.S. govemment approval in advance and prompt notice
to law enforcement

As presently worded, a violation of the Neutrahty Act 1s defined

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 regaiding the Contras, in some

cases while engaging in non-approved criminal activity. The result
was a -situation in which it became increasingly difficult for various
governmental 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
Iran/Contra affair, prosecutors and judges bave had difficulty prov-
ing that free-lance activities by American citizens, including gun
running; were in violation of the law.

The Subcommittee believes that private mercenary act1on 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. -

' The Chairman of the Subcommittee intends to file legislation ad—
dressing a number-of these concerns as a companion to this Report.
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APPENDIX: NARCOTICS AND THE NORTH NOTEBOOKS
SuMMARY '

Among the voluminous testimony and documents received by the Iran/Contra
Committee was a significant ardount -of matenal relevant to matters under investi-
gation by the Subcemmittee on Narcotics, Terrorism and International Qperations.

In early 1987, the Subcormmittee Chairman, Senator John F, Kerry and ‘Senator
Daniel K. Inouye, the chairman of the Senate Select Committee on Secret Military
Asgistence to Iran and the Nicaraguan Opposition, worked out an agreement under
which the staff assigned to the Subcommittee would receive the necessary special
security clearances to study all of the documents to which the Iran/Contra commit-
tees had access. =~ 5 ' _

In November and December 1987, the cleared Committee staff read thousands of
pages of Iran/Contra Committee matérial, including the “North notebooks,” which
consisted of 2,848 pages of spiral-bound notes taken by North on a daily basis from
September, 1984 through 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 2 mumber of references to narcotics, terrorism 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 been deleted from the material provided to the Committee.
* Upon reviewing the matter with staff. of the Iran/Contra Committees, the Sub-
coramittee learned that neither the Iran/Contra Committees nor the White House
had had aceess to uncensored North Notebooks. Instead, North or his attorney had
deleted portions of the Notebooks which they considered to be outside the jurisdic-
tion of the Iran/Contra Committees. In all, 1,269 of the pages of the Notebooks were
censcred to some extent by North or his attorneys prior to being delivered to the
Iran/Contra Committees, with 155 pages blacked out completely.

This occurred because North took the Notebooks. from the White House in No-
vember 1986 before his decuments were impounded, and turned them over to his
lawyer, Brendon Sillivan.-The Notebooks ‘were than subpoenaed by the Yran/Céntra
Committees. North asserted his Fifth Amendment Constitutienal right, and was
then given limited immunity 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 not relevant 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 dqlkejions 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 read the diaries at 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 only a few days to review the material -
before’ North was questioned. The thousends of pages were furnished in often illegi-
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, ' . T

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 immediaté 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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A White House declassification team declassified some of the requested materials.
Some of the materials were deemed ‘“not relevant to the investigation,” and others
were not declassified because the White House team could not determine what they
meant without reading. portions not in their possession since they had previously
been censored by North and his attorneys. The White House did not declassify 104
of the pages requested by the Commitiee staff, contending that all further declassifi-
cations would have to await the processing of materials necessary for Independent
Counsel Walsh in connection with ‘the prosecution of Admiral John Poindexter;
North, Albert Hakim and Richard Secord for alleged criminal activity in connection
with their roles in the fran/Contra affair.

When the Committee staff discussed the problem posed by the high classifications
given tbe materials within the North notebooks, White House Counsel A.B. Culva-
house said the White House considered the Notehooks the property of the federal
government and subject to classification at the highest levels. |

The Subcommittee chairman, Senator Kerry, wrote the White House to state that
if the Notebooks were as sensitive as the White House contended, they should not
be allowed to remain in the possession of either North, whose clearances had been
terminated and who remained under indictment, or in the hands of his attorneys,
who cannot be cleared to the codeword level. While reiterating that it considered
the. materials to be highly classified, the White House took no steps to secure the
materials it contended remained federal property.

ComMmoTrEE ACTION

On April 26, 1988, the Commitiee voted 17-1 to approve a subpeena for the fu]l
‘North Notehooks. The subpoena was served on Lt. Colonel North. On May 10, 1388,
North’s attorney, Brendon V. Sullivan, Jr., appéared before a Committee hean:ng
called for the purpose-of recemng the Subpoenaed materials. Sullivan provided no
materials and asserted North’s Fifth Amendment: privilege. He further asked the
Committee to rescind the subpoena on the grounds that its issuance -would jeopard-
ize North’s right to-a fair trial, and that the material requested was beyond the ju-
risdiction of the Foreign Relations Committee: After receiving legal advice from the
Office of the Senate Legal Counsel, the Committee voted 10-8 to enforce the subpoe-
na on September 14, 1988, but was l.mahle to secure tbe materials prior to the end of

the 100th Congress.

v CA.SE S'rumr THE DRUG-RELATED EN'I:R]I‘S

.Because of the extensive delections.in the Notebonks made first hy North and his
attorneys and secondly by the White House, it is difficult to gauge from the non--
classified materials of the Notebooks the full extent to which the Notebocks relaté
to terrorism or narcotics trafficking, the areas of the Subcommiteg’s direct.jurisdic-
tioh. However, even in their-highly incomplete state, the Notebooks do contain.-nu-
merous reference to drugs, terrorism, and to the attempts of the Committee itself to
investigate what North was doing in conrection with his secret support of the Con-
tras.

Among the entnes in the North Notebooks Wh.lch discernably concern narcotics or
terrorism are: L

May 12, 1984 . . - contract-indicates that Gustavo is involved w/drugs . (Q0266)

June 26, 1984. DEA~({followed by two blocks of text deleted by North) (Q0349)

June 2‘7 1984. Drug Case—DEA program on controlling cocaine—-Ether cutoff—
Colomblans readjusting—possible negotiations to . move refining effort to Nicara-
gua—Pablo Escobar-Colombian drug czar—Informant (Pilot) is mdicted criminal—
Carlos Ledher—Freddy Vaughn (Q0354)

July 9, 1984. Call from Clarridge—Call Michel re Narco Issue—RIG at 1000 Tos
mOITOW (Q0384)—-DEA Miami—Pilot went talked to Vaughn—wanted A/C to go to
- Bolivia to p/u paste—want A/C to p/u 1500 kilos—Bud to meet w/Group (Q0385)

July 12, 1984 Gen Gorman—>Include Drug Case (Q0400) Call from Johnstone—
(White House deletion) leak on Drug (0402)

July 17, 1984. Call to Frank M~—Bud Mullins Re—~leak on DEA piece~—Carlton
Turner (Q0418) Call from Johnstone——McManus, LA Times-says/NSC source clam::s
W.H. has pictures of Borge loading cocaine in Nic. (Q0416)

July 20 1984, 'Call from Clarridge:—Alfredo Cesar Re Drugs-Borge/Owen leave
Hull alone (Deletions)/Los Brasiles Air Field—Owen off Hull (Q0426)

July 27, 1984. Clarridge'—{Block .of White House deleted text follom}—A:turo
Crugz, Jr. —Get Alfreda Cesar on Drugs (Q0450)

July 31, 1984.—Finance: Libya—Cuba/Bloc Cormtnes-—-Drugs . Pablo Escobar/
Frederic Vaughn (Q0460)
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July 81, 1984, Staff queries - re (White House deletion) rale i Y ions i
Nica:ag“f‘ (Q§45§_)984 ’ . e n) role in DEA operations in
December 21, 1984. Call from Clarridge: Ferch (White House deletion)—Tamb
Costa Rlca—Fe:_llx Rodriguez close to (White House deletion)—not assoc. W/Vi.?:

lolgo—l-Bay l{i Pig958-$—1§g0 grlt.l)% (QO%ZZ) .
. Japhary 14, . Rol en—dJohn ‘Hull—no drug connection—Beli Q0977
¥ iu]y,l.%, 538393%4 I?IJélhm} __‘gocﬁnance ’éarfc_le from dru%s (Q1039) , shieves QYT
CAqgust 10, . Mtg w/A.C.—name of DEA person in New Orleans
M%nngc—Géglig% i : | pers = e ‘ re@s re Bust on
ebrudry - 27, . Mtg w/Lew Tambs—DEA Auction A/C seized as dr -
ners - $950-B60K fee (QBOZT) - o oe DA Aue v PeREC 85 drig ram
- Nurherous other entries contain references to individuals or events which Sub-
committee staff has, determined have relevance to narcotics, terrorism, or interna-
tional operations, but whose ambiguities-cannot be resolved Without the production
of the deleted matefials.by North and his attorneys. - ’
Accordingly, the Subcommittee contines to believe that the production of the de-
leted material could shed imiportant light on a number of issues in connection with
“foréign policy, law enforcement and narcotics and terrorism. The Chairman of the
Subcommittee will urge that further steps be taken to secure the original North

notebooks in an uncensored form. _
ALLEGATIONS O_FiNTERF"EEENCE WITH THE COMMITTEE INVESTIGATION

--The current Subcommittee investigation grew out of a probe conducted in -the
spring of 1986 by Senate staff of the Subcommiittee chairman, Senator John Kerry.
This mvestigation moved to the full Foreign Relations Committee following an Exec-
utive Session of the Committee June 26; 1986. - _ : :

- The Kerry probe explored a variety of charges from a variety of sources that the
coniras 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 during the period when such activity was pro-
scribed by the Boland Amendment. - ' -

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’ Assistance Group and Cuban Americans in Miami-active in supporting the

‘Contras, including a number of persons who have sinee been indicted on Neutrality
‘Act, weapons charges, ornarcotics charges: - = = - T
" Beginning' in April, 1986, Senator Kerry sought for eight months to convene
public. hearings regarding these allegations. No such hearings took place, in part be-
cause material provided to the Committee by the Justice Department and distribut-
ed to.members following an Executive Session June 26, 1986 wrongly suggested that
the allegations that had beenmade were false. - .
- On Qctober 5,-1986, the Subcommittee received sworn testimony from an Assist-
ant. U.S. Attorney that officials in the Justice Department sought to undermine the
attempts by Senator Kerry to have hearings beld on the allegations. The Subcom-
mittee also learned that confidential transcripts of Commiittee procepdings had been
provided to the Justice Department without authorization, and placed in the files of
the then US. Attorney for the Southern District of Florida, Leor Kellner, who was
responsible for prosecuting: the Miami Neutrality Act cases. ‘

AUSA Jeffrey Feldman, who prosecuted the Neutrality Act cases in Miami relat-
ed to the Committee’s investigation, testified under oath that on November 18, 1987,
he met with Tom Marum, assistant head of the Internal Security Division of the
Justice Department, and with the head of the Division, John Martin. Feldman testi-
fied that at this meeting Mavum stated, that representatives of the Justice Depart-
ment, DEA, and FBI met in 1986 “to discuss how Senator Kerry's efforts to get
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 Testimmony, October 5, 1988, p. 24)

Feldn}:lan testified before the Subcommitiece that as a result of Marum’s state-

ments, het o )

‘Became concerned 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 Committee] was looking at. It made
sense that if the ‘Department didn’t gupport your investigetion, then they
wouldn't support my investigation, I became concerned that my investiga-
tion . . . could . . . have been quashed because had they gone forward with
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it, it would have lent credibility to 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 gwen to him by Leon Kellier, the former
US Attorney for the Southern. District of Florida, Feldmean testified that in review-
ing these files he found a transCript of an Executive Session of the Senate Foreign
Relations Committee, documents from the Cominitiee investigation, and memorande
between Deputy Assistant Attorney General Kenneth Bergquist and Commlttge
staff on coordinating efforts “to basically show that what you [Kerry] were Saying
wasn't necessarily correct.” (Subcommittee Testimony of Feldman, p. 29)

Feldman testified that he has a number of questions regarding the information he
found in the files provided hinr by US Attorney Kellner. “If [fhe Justice -Depart-
ment} opposed your investigation, did Mr, Kellner know about it, and if he did kngw.
about it, did he let that factor influence his decision in° deiaylng my investigation?

Was my memo revised for disinformation purposes'? Wds it revised so that it -
could be ubed 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 to that effect, it wounld detract from the allegations that
you were trying to encourage the Senate to explore.” (Ibid., pp. 45-46)"

Feldman testified that he hed 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 Con-
mittee memo, Feldman determined thet it incorporated information from Feldman’s
meme to Kellner, including some material which was *“verbatim.” (Ibid., p. 48) .

Feldman testified that his memorandum had a “sensitive” classification on it whd -
was prepared becazuse Kellner asked Feldman to produce it, not for the purpose of
going to a Grand Jury. (Ibid,; p. 51). -

Feldman testified that he would not draw conclusmns as to the meaning of the
documents he-found, but that the documents Kellner had given him, taken together
with Marum's staternents, had aroused ‘‘questions in my own mind agam about why
the memo was changed.” (Ibid., pp. 57-58)

Previously,. Feldma.n had testlﬁed before the Iran/Contra Commlttees 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, 1986. Feld-
man testified that. the recommendation had been changed to suggest that a grand
jury would be merely a “fishing expedition.” Before the Subcommittee, Feldman tes--
tified that the statements made by Marum could create an inference that the deci-
sion not to move to a grand jury had been taken in order to slow down the Fareign .
Relations Committee inquiry.

In testimony under oath, Marum denied- havmg told Feldman that there had been
an agreement to undermine the Committee’s investigation into the alleganons con-
cerning the Contras. Marum also denied that he had ever participated in discussions
to undermine or block Senator Keyry’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 takmg place. (Subcommittee Deposition
of Thomas E. Marum, QOctober 25, 1988, p. 56) -

Marnm testified that he was “total.ly unaware of anything that could even be con- -
strued as an unethical attempt to mislead the Committee.” Marum added that he
did “recognize that the Department saw no need to have hearings about a-matter
whicbh we were handling.” (Ibid., p. 75)

On November 7, 1988, Assistant Attorney General Mark'Rlchard testified that
Feldman was “wrong’ about there bemgeany meeting attended by Richard in which
there was any attempt to undermine Senator Kerry's attempts to have hearings.
(Subcommittee Deposition of Richard, p. 3T) Richard said he was -aware.-of a meeting
which had taken place May 2, 1986 regurding 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 920 to 25 people, went down the Yist of -
outstanding items requested by the Committee to inventory and: respond-to them.
(Tbid., pp. 38-40) Richard recalled that the DEA did not want to provide any of the
information the Committee had requested. (Ibid., p. 39 Richard emphasized that his
concern was to respond to the Committee’s requests, not to-block them (Ibid., pp. 99~
100) '

Richard recalled seeing the transcript of the Fore1gn Relations Committee Execu-
tive Session of June 26, 1986, but could not recall where or from whom he obtained

it. (Ibid., pp. 52)
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Richard testified that he was “aware of nothing that I would characterize as 4
sinister effort to frustrate’” the Committee, dbid,, pp. 91) - w_s-~ e
- Former Miami US Attorney Leon Kellner testified before the Subcommittee that
he did not recall seeing most of the documentsiwhich Feldnian testified he had been
given gs e file-by Kellper. Kellner stated that he did recall previously reading the
transecript 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 kmow how he got the material. (Sub-
committee Deposition of Leon B, Kellner, November 8, 1988 pp 10-11). Kellner testi-
. fied that he talked to Justice Department -spokesman Pat Korten in May of 1986
after Korten told The New York Times that the allegations concerning the Miami
Neutrality Act cases had beén investigated and found not to be true. (Ibid.; pp. 29-
30) Kellner testified that he told Korten his statements had not been correct and it
was improper to, comment on pending investigations. (Tbid.) Kellner said that if any

one had come to him and agked him not to go forward with a case because of nation-
al security reasons, Kellner would throw the person out of his office. (Ihid., p. 34)

The Subcommittee obtained departmentsal correspondence from the Miami US.
Aftorney’s Office between Associate Attorney General Steve Trott and Deput:'y As-
sistant Attorney General Ken Bergquist regarding the Justice Department’s re-
sponse to Commitiee inquiriés in the spring and summer of 1986. These, documents
show that Bergquist sought to release sorne material from the Miami inveéstigation
in order to put to rest contertions that the Justice Department was engaged in a
cover-up. These documents, including memoranda between Trott and Bergquist, fur-
ther show that the Justice Department closely monitored press accounts of the Com-
mittée’s interest in the allegations concerning the Contras. The memoranda, togeth-
er with statements made by Justice Department officials to reporters writing about
the allegations, also document that some officials in the Department of Justice
sought fo discredit both the allegations concerning criminal activity relating to the
Contras and the persons making these allegations.- -

Bergquist testified that he provided the Committee with the arrest records and
" law enforcement histories of four individuals who had been identified as the key
persons making the charges concerning the Cortras. (Subcommittee Deposition of
Ken Bergquist, September 28, 1987, p. 17) C _

Bergquist testified that the Office of Legislative Affairs of the Justice Department
was pravided by July, 1986 with a copy of the “Feldman memo” régarding whether
to take the Miami cases to-a Grand Jury. He testified he might alsd, havé seen it
eariier “when Leon Kellner came by.” (Bergquist Deposition, p. 59) Bergquist testi-
fied that the Feldman memo was the only material he was provided from the inves-
tigative files of the Miami investigation, and that he regeived it from John’ Bolton
who in turn recejved it from Mark Richards. (Ibid., pp. 60, 82)

-Bergquist testified that he never had participated in any effort to interfere with
Congregs or any committee of Congress, and had never knowingly misled Congress
or any committee. (Ibid., p. 65} More recently, Bergquist demied participating in
“any deliberate attempt to undermine a-Senate probe,” but admitted the adminis-
tration apposed the hearings. (U.S. News & World Report, December 5, 1988)

The testimony before the Subcommittee by these ‘witnesses and theé documents
provided the Subcommitiee by the Justice Department conflict in many essential
areas. However, the material does enable the Subcommittee to reach some coneclu-
sions as to what happened. _

It is clear that: ‘ . : )

1. Confidential materials of the Foreign Relations Committee were improperly

provided to the Justice Department and to the U.S. Attorney responsible for de-
¢iding whether or nat to bring allegations being investigated by the Committee
.to a grand jury. - '
" 2. Confidential law enforcement information from the Miami investigation
was selectively made available to the Committee while the Miami investigation
was pending, at a time when the Justice Department was taking the position
that no such material would be provided the Commitiée on any pending case,
and without the knowledge of the AUSA handling the case’in Miami.

3. The Justice Department provided information to the Commitice that
tended to discredif the ‘allegations being investigated, The Justice Department

- advised the Committeé that the persons who had made the allegations to Sena-

~tor" Kerry's staff had significant credibility problems, and  that there was no
truth to the allegations under investigation by the Committee. Justicé Depart-
ment officials made similar statements to the press, attacking the credibility of
potential ‘witnesses and stating that the allegations under investigation by the
Committee had been investigated and determined to be false. -
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4. The Justice Department did not provide information to the Committee that

Wou]d have corroborated the allégations being investigated by the Cornmittee,

_ although the FBI possessed sueh informiation: In-lightof the information pos-

. sessed by.the FBI, the information that-was provided' to the Committee by Jus-

--tice Department; officials was riisleading. Statements made to'the press by Jus-
tice Dépattnient officials regarding the allegatmns ‘were also-misleading. - =

The conflicting testimony under oath raises serious questions sobat'the actlons of
Justice Department officials-which this Committée cannof ‘ansiver: .

' *1.-Did the US: Attorney’s Office’in Miami ‘decide not to ‘convene a grand jury
on allegations of gunrunnmg and Neutrality Act violations in May, 1986 be-

#i: canse of concerns that the ¢ convemng of a grand jury would increase the proba-

b:.hty of an mvestzgatlon mto theee allegatlons by t'he r orelgn Relatlons Com-

- mittee?
© 2. Did Justice" Department oﬁiclals seek to interfere with the Commiittee in-
vestagatmn becaise the mvestlgahon rm.ght daimage the Admmlstratmn 5 goal

. ofsupporting the Contras?

-‘Related questions are raised by entries in the personal notebooks of 011ver North
~which appear to concern the Committee and Kerry probes.

" The declassified North notebook entries include references to the Kerry and For-
eign Relations Committee investigations and: investigators on April 18, 1986; April

22, 1986; May 1, 1986; May 13, 1936; June 2, 1986 June 17, 1586; Octoher 15 1986,
November 19, 1986 November 91 1986.

"The entries show that North was prowded w1th information regarding Senator
Kerry’s attémpts to have hearings in the spring and. fall of 1986, at atime when the
information was Committee confidential.

"."The North notebook enfries raise the further questmn of whether North and
others working with North took steps to interfere with the Committee investigation.

In August, North’s courier, Robert Owen, was asked by John Hull to transmit
. copies of falsified affidavits chargmg the.Kerry staff with bribing witnesses to both

the US Attorney’s Office in Miami and fo the Senaté Ethics Comimittee. The Us
. Attorney then .provided a copy of thesé affidavits to the Justice Department in
Washington. Shortly theréafter, these false. charges: agaihst Kerry staff appeared in
. press accounts, while the Committee. investigation.was pending. ..
_Taken together, thése facts raise the question of whether North, Owen, and Jus-
tice Department officials may have sought to discredit the Kerry mvestlgatlon be-
cause of concerns that it might harm the Aamm;strahons efforts to. support. the
Contras. . -
The Subcommlttee views the-allegations—that hlgh ra.nkmg offic:als mcludmg of-
ficials in the Justice Department, may have acted in concert to obstruct the Com-
< mittee investigation—to be gujte serious. When high ranking officials, deliberately
" provide false or misleading information to Congressional investigation, the result is
.that the Congress pannot ecarry out itg constifutionally mandated responsibilities,
and our system of government is put at risk,

The following chronology details a number of ever_its and facts relevant to anfv' firr-
ther invést:igat;ion of these matters. - : :
CHBONOLOGY

Pl

May 4, 1983.—~Ramon Milian Rodriguez, a self-professéd money Taunderer for the

Medelhn cocaine cartel, is arrested by DEA agents while attempting to leave Fort
- Lauderdale, aboard hJs personal jet with $5 milljon in: his personal jet. Prior to his
‘arrest on money laundenng charges, for which he was later convicted; he told feder-
al agents. that “the money was all the proceeds of nareoties. transactmns and he
provided a list of narcotics traffickers, whose taxes he prepared. Among those he
named were “Liiis Rodriguez.” Recards of Milian Rodrignez seized by federal agents
when he was arrested. May 6, 1983 inclided numerous references to the services he
provided “Luis Rodriguez,” ,ana showed Luis Rodriguez’ address to be 535 SW 98th
Place in Miami, the corporate address for “Ocean Hunter,” a seafqod u:npo;-t busi-
_ness. (Trial documents U.8.+v. Rodriguez, SD Florida 1983)

May 217, 1983.—While investigating the hombing of the Contmental Bank. in
M.laml, Miami police detectives receive allegatigns regarding Contra operations in
‘Costa Rica being supported by narcotics funds involving a company calléd “Ocean

Hunter,”. which is traced to Luis Rodriguez, & Miami based Ciban American; who-

has been named as a drug trafficker-earlier that month by his indicted accountant,
Ramon Milian Rodriguez. The address for the company was.535 SW 98th Street, the
same address shown in the records seized hy-the government in its prosecution of
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Ramon Milian Rodriguez. (On September 26, 1984, this material is approved to FBI
Intelligence SA George Kiszynski and recorded.m an FBL-302).

March 2, 1984 and April 13, 1984 —Luis Rodriguez is interviewed by IRS agents
regarding Ocean Hunter, drug trafficking and money laundering and takes the
Fifth Amendment on almost EVery. questlon (Documents on file in U.S. v. Rodri-
guez, ND of Florida, 1988) - .

June 26, 1984.—North notebook entry reads “Call from Owen—John Hull—pro-
tection’. : . -Johnr now has “private army of 75-100"—Cubans. involved in drug—up:
t0.100 more Cubans expected.. (Redaction) (Iran/Contra Q344) - '

July 20, 1984.—North notebook entry reads: “Call from Clarndge Alfredo Cesar
re drugs—Borg&—Owen leave Hull alone. (Iran/Contra 426)

July. 23, 1984. —Ohver North notebook entry reads: “Call fmm Rob Owen—call
from-John Hull . - . Pastora convinced that Flull Has “sold out.” Qo432

September 1, 1984.—..'I‘Wo Americans die in the downing of a helicopter by Nicara-
gua. The two Americabs are members.of Civillan Military Assistance Group
("CMA™). The helicopter was equipped with rocket pods and an M/60 machine gun.
The attack is part of 'a Contra assault.on a Nicaraguan base at Santa Clara, Follow-
ing the downing, members of CMA meet with a representat:we of the US Embassy
in Honduras, who “instructed them in a cover story,” directing them to-say they
were not involved 'in combat, but on @ humanitarian .mission, because the true story
8 ag“not in the mterests of the United States,” (FBI 302 of ’I‘homas V. Posey, 8/6/

)

7
Qctober-12, 1984, —-—The Boland Amendment is signed m\to law, prohlbltmg “dJIect
or indirect” support by the United States for the Contras.

October 25, 1984.,—FBI SA George Kiszynski interviews Rafael Torres Jimenez,
who states that ke 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 established a military camp in Costa Rica. Jlmenez states that
some of the Citban Americans had obtained weapans and explosives in Florida for
foreign operations: (FBI-302 of 12/17/84) - :

November 29, 1984 —FBI SA George Kisyzngki interviews Joseph Marcos in con-
nection with the Cohtinental Bank bombing investigation! Marcos advises him that
a group of Cuban Americans have established a rmhtary camp in Naples, Florida,
and that Mariel Boat Cubans (“Marielitos”) and Contras were being trained in the
camp before going to-Costa Ric¢a to receive additional military training and-to par-
ticipate in military operations against the Sandinistas. (FBI 302 of 12/17/84)

December 12, 1984.—Frank Camper, who operates a’ mercenary tralmng 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
raids into Nicarargua,” and that the operation -involves Posey and members of
CMA, along W1th a “Colonel Flaco“" (Camper Document subpoenaed by Subcommit-
tee)

Mid:December 84.—Meeting at Adolpho Calero home in Miami to discuss South-
ern Frant operations of Contras. The attendees discussed what CMA could do on the
Southern Front with Hull as thé coordinator. Attendees: Adolpho Calero, John Hull,
Robert Owen, Phillipe Vidal Santiago “Morgan,” Enrique Bermudez, Joe Adams
“Piradon,” Jack ’I‘errell “Flaco,” Lanny Duyck “Doc Zorro,” Aristide Sanchez,
Donald Lacey, and Frank Chanes. (Subcommittee Depositions.of Terrell and Adams
Iran/Contra Depogitien of Robert Owen, Appendix B, Vol. 20, pp. ‘199-800) )

January 14, 1985 —North notebook entry: “Rob Owen, John Hull—no drug con-
nechon—beheves (Iran/Contra, North Notebook Q0977)

January 24, 1985.—Rene Corvo tells FBI SA George Kiszynski that he is the m:h—

! tary leader of a Contra training camp in Naples, Florida, workmg with Francisco
Chanes and Moises Nunez, together with “John Hall” {sic] who is assisting the Con-
tras from his Costa Rican ranch. (FBI 302 , March 1, 1985)

February 15, 1985.—Frank Castro, a Cuban .American who had previously been
convicted on marjjuana importation charges in connection with a spinoff of the
DEA “Grouper. Case,” tells FBI SA George Kiszynski that he is backing actions
against Communist t.argets outside of the United States and has been providing
Rene Corvo's military camp with military gear. Castro tells Kiszynski about the in-
volvement in the Contra war of. “John Hall” [sic] who has large holdings of farm
lands in Costa Rica. (FBI 302 3/8/85)

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 northern Costa Rica, 30
milez from the Nicar - border, & farm which 1s:actually controlled by John
Hull: (Fehruary 1985 ) :
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Februgry, 1985.—CMA leader Tom Posey i€ arrested in Miami on weapons:
charges, where he meets Jesus Gearcia, a booking officer, who offers to work with
Posey in providing assistance to the Contras. (Iran/Contra Deposmon of Feldman,
Appendix B, Vol, 10, p. 42)

"FPebruary, 1985. A} Howard Johnson’s Motor Lodge in Mla.m.l group of Areritan
mercenaries associated with CMA are introduced to Rene Corbo ‘and others involved
in Cuban American operation in support of Contras -and disciiss ‘Contra training ac-
tivities in Central America. Mercenary Steven Carr agrees to .ga to.Costa Rica to
help train Contras. (See Iran/Contra Deposition-of Owen, Appendix B, Vol. 20, p.’
799; Kerry staff interview of *Stephen Carr m La Reforma Prlson, San Jose, Costa
R1ca, March 9, 1986)

.Late February—EarIy March 1885.—0Owen goes - 4o Costa Rlca at the request of .

Colonel North to coordinate meetmg of Contra groups. He is accompanied by Frank:
Gomez of International Business Communications and Jonathap Miller of the NSC.
(Tran/Contra Deposition of Owen, Appendix B, Vol. 20, pp. 658-660) . -

March 3, 1985.—Soldier-of-fortune Steve Can' and. ban named -“Papito™ load
van full of umforms, boots and medic¢ine aboard cm}-%o plane at Fort Lauderdale-Hol-
lywood Airport. (FBI 302's of Francisco “Papito” Hernandez, 6/17/86 and 6/24/86)

March 6, 1985.~—In Miami, Carr picks up 14-foot 20mm cannon with 150 rounds, a
box of 30 G-3 automatic rifles.and a. box of M-16s, two 60mrm mortars and’80- 100
mortar rounds, and 250 caliber machine gun with 250 rounds of ammunition, Carr
Corbo, Thompson and Carr aboard flight from Ft. Lauderdale/Hollywood ai
Flight is on. American. Flyers, 2 Ft. Lauderdale:air charter company,-own by
Daniel Vazquesz IT, twice convicted of runhing guns 4o Cuba in the 19508.and
1960s. Plane flies in to Ilopango, military airfield in El Selvador. No customs checks.
Material is offloaded. Includes 14’ long 20 mm cannon, AX-47 automatic rifles, etc.
These weapens were collected: from the residences of Corbo and of Frank Chanes. of
“Ocean Hunter,” the partner of Luis Rodriguez (FBI 302’s of Corbo, “Papito,” docu-

ments, produced by FBI in U.S. v. Corbo, et. al, SD Florida 1988, including false Cus-

toms declaration, cargo manifest, and recerds.of Florida Aircraft. Leasing Corp.)

March 9, 1985.—Hull pays to fly British mercenary Peter Glibbery from Miami to
Costa R1ca in support of Contra -military activifies. (IranfContra Depomtaons of.
Robert Owen, Appendix A, Vol. 20, p. 79T) .

March 1985 —John Hull Bays. he hes a friend at the Nahonal Secunty Councﬁ
who puts $10,000 a month in, Miami. bank account for-him. Hull also tells Carr and
Glibbery around March 17:or 18th that he had gotten a call from his Triend at the
NSC who told him the FBI was investigating him for drug trafficking, and that, his
friend “for god sakes tell me if you are so we can do something . ...” (Ketry Staff
interview .of Peter Glibbery, March 9, 1986 and May 26, 1986; Owen con.ﬁ.rms
$10,000 a month came fron Contra. funds maintained by Adolfo Calero, IranfCont.ra
Deposition, Ependlx B, Vol 20, pp. 850-651)-Owen later testifies that a film °
ducer named Larry Spwey had tol Owen he had talked with the ¥BI and that * the
FBI is: watching [Hull] for-drug trafficking.” (Iran/Contra Deposition of Owen, Ap-
pendix B, Vol. 20, p. 821}

March 20 or 24, 1985.—Sinall plané lands at Hull’s alrstnp with an ARDE pilot,
In plane are clothes, boxes, US A¥my manuals written in Spanich from. Special
Forces school. Pilot was to brihg supplies north, but bad landed on wrong field.
Hull, Owen, Davies and Glibbery and ARDE pilot ﬂy in the ARDE lane and Hull's
to the wrong- strip, 50 miles away, and find the plane. In the.plane is a 50 cal.
browning, boxes of uriforms and other materials. Arms are then sent to right air-
strip. (Iran/Contra Deposition of Robert Owen, Appendix’ B, Vol 20, pp. 664—665 Bee
also Kerry staff interview of Peter Glibbery; Ma¥rch 9, 1986 and may*26 1986) :

April 24, 1985.—Cary, Glibbery and three dther merceraries are arrested in Costa
Rica on property controlled by John Hull following an Apri! 9 raid on Nicaragua.
(Sée Iran/Contra De]ﬁosmon of Currier, AppendeB Vol. 8 pp. 199<:200)

April 28, 1985.—The State Department confirms that two U.8. citizens hdve been
arrested by Costa Rican police. Diane Dillard, State Department Spokesman in
office of Consular Affairs, states “all we know is that they are in jail and that the
consvlar officer from the embassy is visiting them.” Dillard cites press reports that
Hull denied the men were on his pro;nerty, and suggests that Hull “happens to have
his farm-in the wrong neighborheod.” (Inter Press Service, April 26, 1985)

June 7, 1985.—Adolpho Calero. méets with Robert Owén to conclude purchase of
Weapons and ammunition for Contras, after telephone calls invalving General Sing-
laub, who was providing the weapons, and Lt. Col. North, who was ovemeemgthe

urchase (Iran/Contra Testimony. of Robert: ‘Owen, May- 14 1987, pp. 343-346)

July 8, 1985.—Following a July T, 14985 press conferénce at La Reforma Prison in
Costa Rica, The New York Times and Miami Herald report. that towwo mercenaries

{




claim to hive 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 Miemi Herald) -

) July 28, 1985.—¥BI Agent Currier m:ltlates Neutrality Act investigation on basis
of readmg 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
Curner, Appendix B, Vol. 8, pp. 198-199) :

-August 8, 1985: —New York Times reports on front page that contras are getting
adwce from White House on operations and that NSC aides were helping contras
raise money from private sources. It describes the contras as “the acecount”, of an
unnamed “military officer” in the NSC. (New York Times)

Augist 9, 1985. —-Follomng meeting withr Robert Owen, North notebook entry
reads: DC-G which is being used for run out-of New Orleans is probably being used
for drug runs-into U.S, (North Doc #36336)

August 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 reads: “Mig: w. A,C-—Name of DEA person in New Orleans re bust on
Mario DC-6.” (Iran/Contra Appendix A p. 876) ' =

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 Garcia had given firearms and am-
munition to Posey’'in the past to be sh1pped to the contras and Ameéricans in Cen-
tral America. (Statement of Dennis Hamburger, ATF arrestlng officer, Aug'ust; 27
1985 in U8, vi Gareia; SD Florida, 1985). -

Algust 25, 1985 —The New York Times reports that John Hull is reportedly help-
ing Contras and is acting as the FDN contact in Costa Rica. (August 25, 1986 New
York Times, “New Anti-Sandinista Unit Forming on South Border,” p. 3)

. October 11, 1985.-~Financial Times of London publishes interviews with Carr and
Glibbery in which they claim ‘that Hull said he was recelvmg $10,000 per month
from the N?):lonal Secunty Councﬂ (Fingncial ’A"amfea; Sold.lers Faﬂ to Fmd Then-
Fortune,

December 20, 1985,—AP states “Reports Link Nlcaraguan Rebels to Cocame Traf-
ficking,” descrlbmg case of Sebastian Gonzalez and alleged involvement of Eden
Pastara ih using drug money to buy/supplies. (AP, Nexis)

January 7, 1986.—~The Miamj U.S. Attorney’s Office begids to investigate the
cases after Garcla wag interviewed by FBI at MCGC in Miami, alleging a plot hatched
i 1985 in ‘Miami to assassinate U.S. Ambassador Tambs and to pick up a reward
fromt’ Colombia Medellin® cartel member Jorge Ochoa: In ‘the interview, Garcia
placed Tom Posey of Civilian Ml]_ltmy Assistance (CMA), Stephen Carr, Peter GLb-
bery, Sam Hall and Bruce Jones in the plot. The FBI “had very very good informa-
tion of What actiially had occurred regarding gun running [already]. The truth re-
garding the flight and ather flights, extremely good information. We were aware of
Miami Cubans irvolved in gun running, weapons, ammunition, several occasions
from- Mismi- to Central America, the people involved, where the guns had been
gtoréd;, how the money. was raised.” (Iran/Contra, Deposmon of Currier, Appéndix
B, Vol.'8, pp. 205-206) ;

January 9, 1986.—The State Departinent begins ma,kmg payments from the U.S.
Treasury to anorlﬁcos de-Puntarenas, a money-laundering and drug smuggling op-~
eration cantrolled by Cuban 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 installments to April 20, 1986, to-
ta.]lmg $261,982. (GAO Analysis of NHAO Payments; FBI Memorandum of Inter-
view in Re: Luis Rodriguez, April 3, 1987 with Carlos Soto, fram U.S. v. Rodriguez;
FBI 302's of George Kiszynski produced in U.S. v. Corbo.)

Januvary 14, 1986.—Garcia is polygraphed. The first FBI agent reviewing the poly-
graph defermines that Garcia had passed. A secand review in Washington concludes
that Gareia's answers were Inconclusive on the existence of plot, and false on Tom
Posey’s invalvement. (Iran/Contra Deposﬂ:lon of Mark Richard pp. 7879, Currier,
Vol. 8, pp. 205~206) .

January 922; 1986.—AUSA Jeffrey Feldman s notes on Gareia allegations includ
Rene Corbo and John Hull. (Feldman, 20) Between that date and mid-March, the
FBI continued 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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Oliver North comes up in FBI Miami Corbo/Garcia investigation in -this. penod
(Iran/Contra Deposition of Currier, Appendix B Vol. &, pp. 211-212) ;

February 7, 1986,—~Senator Kerry learns of Garcia's allegations regarding private
assistance efforts on behalf of the Contras involving alleged weapons-and-narcotics
violations."Senator Kerry asks his'staff to meet- with Jesus Garcia at Metropolitan.
Correctional Center in Miami. Gareia. suggests Senate sta.t'f interview Carr and Glib-
bery to confirm his allegations: -

March 5, 1986. —GAO’s Frank Conahan test]ﬁes before Subcomttee on Western
Hemlsphere Affairs of House that $7.1 million of humanitarian -aid distributed by
NHAO contains no audit trail showing payments from. brokers’ accounts to suppli-
ers, and only: partial documentation of shipments from the'suppliers to the resist-
ance forces. Records subpoenaed by House Subcommittee reveal payments by .the
State Department to Frigorificos de Punterenas, with the signatories on the bank °
account being Luis Rodrigues, Frank Chanes, and Moises Nunez: Chanes and Nunez
have previously been cited in FBI investigative reports for their involvement with
the Contras in Central America; Chanes has been named as a narcotics trafﬁcker to
the FBI; and Luis Rodriguez has been named as a narcotics trafficker and previous-
ly taken the Fifth Amendment in response to questions by the IRS. WHAQ docu-
ments and GAQ analysis of bank records subpoenaed by House Subcommittee; FBI
302 of George Kiszynski, September 24, 1984; IRS interview on file in U.S. v, Fodri-
guez, ND Floride (1988) - :

‘Mareh 8, 1986.—Senator Kerry’s staff interview Carr and Glibbery at La Reforma
prison in Costa Rica. At that meeting, Carr ‘and Glibbery repeat allegations they
had meade in the past to the press regarding the presence of explosives and mines on
Hull farm, and the connections between North’s.courier Robert Owen, Hull, and.the
Cuban Americans providing supBort to the Contras.

March 13, 1986.—Assistant Director of FBI Oliver B. “Buck” Revell sent an
urgent inguiry-to FBI Miami about Costa Rican and Miami Neutrality case, askmg
for a summary of the Corbo investigation “expeditiously.” A 38 page “"LHM” or.
letter head memorandum is sent in March to Revell from Currier and Kiszynski in
response to Revell’s request. It mentions Owen’s name, as well as Hull and Sam
Hull as among the targets of the grand jury that Currier and Kiszyngki are then
anticipating. (Tran/Contra. Deposition of Currier, Appendix B, Vol. 8 p. 229). In addi-
tion to Revell, the original LHM was sent to US Attorney’s Office in Mlarm, to Cus-
toms in Miami and to- HQ. (Ibid., p..230), _

March 14, 1986, —Assistant AG Mark Richard caJls Miami US Attorney Kellner to
ask him about a case involving allegations of an alleged plot to assassinate the Am-
bassador to Costa Rica and a variéty of other allegations, including blowing up em-
bassies. (Iran/Contra Deposition of Kellner, Appendix B, Vol. 14 p. 1(}31) .

FBI Agent Kevin Currier and Miami public defender John Mattes; Garcia’s
lawyer, meéet with Feldman, Feldman brmgs Custom’s declaration forms an March. 6
flight and hotel bills confirming Garcia’s claim that Cérr and Thompson were at
Howard Johnsen’s hotel in Miami. Kellner, appea.red at nieeting, asking, “dogs dny-
body know ahything about these meréenaries in Costa Rica?” It was Feldman’s im-
pression that he asked thjs as a consequence of a phone call from Justice. 4s a
result of Kellner's inierest, Feldman decides the case was more important than he
previously thought. Kellner and Feldman agree that Feldman will \go“to Costa Rica
to check the case out. (Iran/Contra Deposition of Feldman, Appendix B, Vol. 10, p.
Si:) )‘Feldma.n tells Mattes that he hopes to impanel & grand jury on. case (bed P
117

According to FBI Agent Currier, Kellnér ‘states he had been on the phone with
high ranking officials in the U.S. Department of Justice regarding Garcia'and the
mercenaries : mcarcerated in La Reforma prison in Costa Rica. (Iran/Contra Dep051-
tion of ‘Currier, Appendix B, Vol. 8 ¢ P '218).

Mavreh 17, 1986 -—Kellner i5-ealled by Mark Richard of Justlce, to request a con-
tinuance in Garcla s sentencing hearing, According to Feldman, “hetween March 14
and 17, it was a lot of moméninm building up.” Feldman files for a continuance at
Justice’s request. (Iran/Contra Deposition of Feldman, Appendix B, Vol. 10, p 60
Iran/Contra Deposition of Kellner, Appendix B, Vol. 14 p- 1034)

‘March 18, 1986.—The San Francisco Examiner report.s that “one or two contras
may have’ dealt cocaine.” The article cites a -State Department official, Williar
‘Walker, as acknowledging that a few contras might have been involved who were
associated with the ARDE group, but could provide no details. (Examiner, p. A-12).

March 18, 1986.—Feldman’s notes refer to Daniel Vazquez, Jaime Ortega, and
other possﬁ)le targets of neutrality prohe, inelude Rene Corbo, Frank Castro; Fran-
ciseo Chines (si¢) [Chanes], Philepe (sic) {Felipe] Vidall, Jnan Perez Franco, Steven
Carr, Peter Glibbery. According to Feldman, George szynslu discavers that Corbo
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and other Cubans might not-only have-been. involved in bombing the Continental
Bark in Miami but alse in training people at paramilitary camps and sending them
down to Costa Rica. . (Iran/Contra Depus1t.10n of Feldman, Appendix B, Vol. 10, p.
63).

March 18, 1986 —Feldman draws up hst of witnesses which includes the pilot of
the March 6 weapons flight plaepe, Daniel Vasquez, Martha Honey, Tony Avirgan,
John Mattes, Jesus Gareia, Jack Terrell and Alan Saum. (Iran/Contra Deposition of
Feldman, Appendix B, Vol. 10, p. 64).

March 20, 1986 -—Deputy Abtorney General Lowel]l 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).

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
ggi)icer in New Orleans. (Iran/Contra Deposmon 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—DILJ {Lowell Jensen] is giving a
heads up to the NSC. He would like us to watch over it.-Call Xellner, find out what
he is up, and advise him that decisions should be run by you.” (Iran Contra Exhibit
EM-73) (Iran/Contra Deposition of Richard, gppendm 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 wiolations and alleged Contra gunrun-
ning. It was the only.time Jenson ever briefed Poindexter on & case. (Tran/Contra
Deposition of .Jenson,. Ap gendlx B; Vol. 14, pp. 582-593) Richards says this memo
was justified because NSC should be alerted about a plot to attack U.S. 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 ultimate decision
to-indict or not indict, should be run by him. (Ibid, 63-63) Richards says he has no
idea why the case was being treated so serlously, that one would have to ask Trott

or Jenson. (Ibid 64) Richards has written on undated note from this period “Hull—
CIA”. (Ibid. T1).

After March 24, 1986 -—North is prcmded an FBJ investipative report on the
Mlam.l investigation written by Klszynskl according to 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, Appendl.x B, Vadl. 10, p. 69; Deposition of
Currier, Vol. 8, p. 217).

‘March 26, 1986 ~Assistant Attorney General Mark Richards notes that he “spoke
to Kellner, "AUSA not back from N.O. File, contra‘folder.” According to Rachard
Kellner said story was “something being mampulated by a couple of reporters” and
by Garcia to mitigate his sentence, and invelved ‘CIA involvement in this transac-
tion, government irrégularities, and what have you.” (Iran/Contra Depesition of
Richard, Appendix B, Vol. 23, p. 66)

March 27, 1986, —Feldman meets with Keilner discusses Terrell interview and
confusion about “thousands of alleganons flying around, including assassination
plot on Ambassador, mercensries in Honduras, and common threats were people
who were attempting to assist the cantrgs. According to Feldman, Kellher and Feld-
man were both very confused about a]legatlons (Iran/Contra Deposmon of Feld-
man, Appendix B; Vol. 10, p. 70)

March 28, 1986. '—Feldman meets with Kellper for six hours. Kellner has no recol-
lection of substa.nce of meeting. Feldman has no recollection of substance of meet-
ing. It ends with Kellner advising him to go to Costa Rica. Feldman cannot recall
whether. he discussed Qliver North or Feldman with Kellner -at meeting. (Iran/
Contra Deposition of Feldman, A pendm B, Vol. 10, p, 71; TIran/Contra Deposition of
Kellner, Appendix B, Vol. 14, p. 10 40)

. Prior .to. March 20, 1986.—Feldman has. developed ‘chart showing Oliver North,
National Security Coteil, -Staff Intelligence Adviser, CIA; Rob Owens, State De-
partment, something AID, John Hull. From Hibll are lines to Bruce Jones, Jim
Denby. Then a.line from Hull to FDN. and fromm FDN to Cuban (sic) allegience
.[Legien] [Rene Corbo’s organijzation]. Feldman states that his * ‘earliest notes showed
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‘?2_r?7f§)rence to North - (I_ran/Cont.ra. Deposition of Feldman, Appendlx B, Vol 10 pp
March'31, 1986. —Feldman Currier and Kiszynski fly to Costa Rica’ and ‘g0 'to U S.
Embassy, where they are advised by Assistant Security office Jim Nagel that Am-
‘bassador Tambs wishes to speak to them. Feldman “pulled out my little chart ‘with
Olwer North, Rob Owen and John Hull. The Ambassador turned white . .. The

he said when I pulléd out the chart was ‘Get [‘Castillo’] in here. (Irah/
%mlzmtga %2]230311:1011 of Feldman, Append:x B, Vol. 10, p. 79; Deposmon of Cuirier,

ol &, p

March 31, 1986.—‘Thomas Cast.]]lo is mt.roduced to Feldman as CIA station chiéf
in Costa Rlca, with Tambs resent ‘Castillo’ tells Feldman that Hull was classified
U.S. equipment prior to 1984, and used by U.S. military to deliver supplies to' con-
tras pHor to the Boland Amendment. (Jran Contra Deposmon of Feldman, Appendix
B, Vol. 10, pp: 80-81) ‘Castillo’ tells Feldman Hull hasn’t been involved in any mili-
tary capacity for USG or contras since March of 1984, but that Corbo is a renegade
without any ties and has 50 people operating in Costa Rica out of Hull’s ranch. ‘Cas-
tillo’ requests that Feldmaen or Justice contact him if Justice is to “take:action
against Hull. Acccuses Honey and Avirgan of being tied into “September murder,”

.and of bemiIEl‘:andJmsta agents. ‘Castillo’ tells Fel that “I can. tell you for a
fact that J Hull knows both Rob Owen and Oliver North,” and that North “is
the person who introduced me to the President of the United States last week ”
(Iran/Contra Deposition of Feldman, Append:x B, Vol. 10, pp. 82-83) -

March 31, .1986.—According to Curner, ‘Castillo’ said. Corbo was in Costa Rlca
near Upala Worked with Fernando El Negro Chamorro, that the CIA had an asSo-
ciation with Chamorro and Vidal, but that Corho was & renegade; and that the-CIA
used Hulls farm until March 1984. (Deposition of Currier, Vol. 8, p. 224) .

March 31, 1986,—Feldman concludes that ‘Cestille’ js d.u-ectmg Justice to go after
Corbo and leave the other people alone. (Iran/Contra Deposition of Fe]dman Appen-
dix B, Vol. 10, p. 85) .

“March 3, 1986.—North notebook entry states “Ca]l from (redacted) . . . Asgistant
11.8. Attrorne‘y/ 2 FBI and resident agent—Rene Corbo, Terre]l (Flako), CMA-—Gu.ns
to (redacted).” (North notebook #Q2078)

April 2, 1986.—Feldman becomes increasingly certain he is being watched w]:nle
in Cogta Rica. Nagel, security-officer of State at Embassy, advised ki that
“the U.S. Ambassador is the law and [Feldman, szynskl etc] are here through his
graciousness, there are other agencies that had their. o;:eratlonal requirments, and
we shoyld not interfere with the work of these agenmes (Iran/Contra Deposmon of
Feldman, Appendix B, Vol. 10, p. 86)

April 3 1986.—Hull calls Feldman -tells him he- won't speak to hirn ‘on advme of
counsel. Feldman asks. whether anyone at the U.S. Embassy had advised him not to
talk. Hull denies this. Kirk Kotula at the embassy then admits 40 minutes -later
that Kotula advised Hull not to talk. Feldman testifies-that he has caught Hull in a
“dead lie.” (Feldman 59) But Feldman tells Currier that Embassy staffer Fitzgerald
has, told him that Hull went to- the embassy, spoke to Tambs, and that Hull had
been in contact with the NSC regarding the FBI/Justice inquiry. (Iran/Contra Depq-
sition of Currier, Appendixz B, Vol. &, p. 22T)

April 8, 1986.—State Department ofﬁcer Nagel advises Feldman that “Hull is a
fnend of Ronald Reagan, if you understand what I mean.” (fran/Cantra Deposition
of Feldman, Appendix B, Vol. 10, p. 89 “They [at thé embassy] seemed very proteg-
tive of Mr. Hull and the others. They didn’t mterfere, but they were reluctant to
help.” (Currier, Ibid., £n 24) :

April 3, 1986.—Feldman is told by Vlce Consul Paul Fitzgerald at Embassy that
Hull had been contacted by the National Security Council and the Voige of America
during Feldman’s visit. (Iran/Conitra Deposition of Feldman, Appendix B, Vel 10 p
89) Nagel is then following Feldman around remaindér'of trip, which has Feldman
increasingly unhap ]gy According to Feldman, after The Miami Herald writes about
this incident, Kotula told reporters Feldivan lied dbout what happened at Embassy,
and the Embassy treated John Hull like they would treat any other citizen. (Iran/
Contra Depodsition of Feldman, Appendix B, Vol, 10, pp. 80-91) ,

April 4,7986.—~Feldman, Iﬁszynskn and Currier return to Miami. Currier contacts
FBI HQ’s international’ terrorist unit to report, what Tambs, Castillo @nd the others
had told him while he was in Costa Rica. (Iran/Contra Deposition of Curtier; Appen-
dix B, Vol. &, p. 228) Feldman asks questions, and raises issues about Boland Amend-
ment at meenng with Ara Barnett, Larry Sharf; “Richard Gregorié and- Letn
Kaellner, asking whether there were criminal penalt:es attached to Bola.nd. They ask
‘David Leiiant to-pull a copy off the machine, and he-enters meeting: (Iran/Conira
- Deposition of Feldman, Appendix B, Vol 10, pp. 97-98) Kellner can’t remember who
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the government officials were that were being discissed as being involved in ¢connec-
.tion with looking at the Boland Amendment. Kellner recalls they were looking at
the National Security Council, but does not recall them looking at Oliver North.
{(Iran/Contra Depositiop 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 “thisifellow.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, askmg Gregone to check with Ke]lner 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 Kellner told him to go slow, but that hé has no memory of that taking
‘place. He left the meeting with an order to write a memo so 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 meeting as mclud.mg Barnett, Sharf, Gre-
gorie, Fieldman and himself, and that Feldman showed him a dlag‘ram and dis-
cussed the Boland Amerdment mth him at that meeting. This chart has the name
“North NSC” and “Robert Owen” on it. Feldman tells Kellper and the rest of the
group about his mecting 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 périod regarding Garcia case, but did not
ever ask Kellner to slow it down. (Iran/Contra Deposition of Richard, Appendlx B,
Vol 23 p. 98) Richard says to his knowledge, no-one-else did, either. Richard is asked
whether he discussed with Kellner the. implications of the Garcia/N eutrality Act
cage in regard to any pending votes in the Congress. Richard does not answer ques-
tion directly. Ihstedd, Richard testifies there was “always controversy on one aspect
~of another of the contra.mattér” but’ “from my perspective, in dealing with some-
‘thmg with—the’ adm.lmstratlon issuing all sorts of statements saying. Yook the CIA
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 investigation where the facts ta.ke us . . . and then we take
. the heat when it's not a particularly popular judgment.” (]'_ran/ Cantra Deposition of
" Richard, Appendm ‘B, Vol. 23, pp. ¥3-94) Richard testifies that his understanding
was that the CIA was denymg any ‘relationship with John Hull, that it had previ-
ously terminated. (Jran/Contra Deposifion of Richard, Appendlx B, Vol. 23, p. 97).
April 7, 1986.—Rob Qwen writes Oliver North, descnbmg ifi detail the Feldman
'mvesingamon and the Feldman, Currier and Iﬂszynskl visit to Costa Riea, based on a
conversation he had with CIA station chief “Thomas Castillo’ Owen notes that
“Feldman looks to be wanting to build a career on this case. He even showeéd [‘Cas-
tﬂ.lo] and the Ambassador a diagram with your name at the top, mine urderneath
and Jo}m [Hudl’ s} underneath mine, thedl a line connecting the various reslstance
groups in.C.R. ... Feldman stated they were looking &t the “hig picture” and not
only léoking &t .a possﬂ:le ¥iolation of the neutrality act, but at possible unauthor-
ized use of government funds. (Exhibit TC-15, Iran/Conta committees) Owen testi-
fies that he received his information regarding thé Justice Department investigation
from Hull, CIA Station chief ‘Thomas Castilla, and possibly from Ambassador
Tambs, (Iran/(loni:ra, Appendix B, Vol, 20, p. 832), :
April 7-May. 2, 1986. —-—Feldman works on memo about Garicia case, gun—runnmg
a.nd assassination plot, (Tran/Contra Deposition of Feldman, Appendix. B, Vol. p. 99)
- April 11;1986,—The Assocjated-Press reports that a federal investigatiorn is under
way. into assertions .that Nicaraguan rebels and some of their non-governmental °
American baskers have, engaged in gun-running and drug trafficking. The AP says
the inquiry was “examining assertions that cocaine was srquggled to help finance
the rebels’ war effort, and that the Weutrality Act was violated. The article guoted
Jack Terrell as stating he had been interviewed by the FBI on allegations concern-
ing weapons shlpments from the U.8. to confra base camps in Central America, in-
volvement of contras in drug smuggling, and ‘a reported: conspiracy to assassinate
the U.S. Ambassador to Costa Rica, Lew1s Tambs. AP report appears in The New -
York Times-and Washington Post. . .-
- April 11, 1986.—The Bostor Globe reports that TI.S. Attorney’s Ofﬁce in M1a1m is
- investigating allegations of extensive criminal- actnm;% by soldiers-of-fortune work-
ing with the contras, that include gun-running‘and ot to attack U.S. Embassy in
. Costa Rica. Story quotes Ana Barnett, spokesman for Ke]}ner, as saying “it is a very
hot topic.” Article quotes Senator Kerry as Saying “over the past few months my
~office-has engaged in an investigation of alleged drug-smuggling; gun-running, Neu-
trality Act violations, and other equally, if not more serious offenses. To date, we
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have received substantial corroboration for these activities. . . «It's vital for. Con-
gress to investigate thése matters.fully in order to uncover the truth.” - -~ -
April 13, 1986.—Feldman discusses Associated Press article with Leliner and Bar-
nett; Feldman tells Kellner the Miami cases are a “hot potato.”’-Kellner-replies,
“politics are not for me to consider, the only thi Eg that ]I need to consider is the
%%)é)lenc_e and the law.” (Iran/Contra Depcsition of ¥Feldman, Appendix B, Vol. 10, p.
: April 11, 1986.:—~Poindexter writes mermorandum of “Senior Staff” meeting, to dis-
cuss “FBI story on drugs. and gun running by contras.”. Poindexter Exhibits; Iran/
Contra Committees, p. 000041, - ... - - PR T
. April 12, 1986.—Attorney-General Meese visits Miami and meets with- Kellner in
course of visiting -FBI agents hospitalized after a shoot-out. Kellner meets Meese at

airport and drives in convoy 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 gunrunning
was still under investigation. The conversation lasts only three minutes and Meese
asked no follow up questions. (ran/Contra Deposition of Kellner, Appendix B, Vol.
14, pp. 1052-1054) - - e - L b
April 18, 1986.—Memo sent from Troft to Richard and Toensing of Justice refer-
ring to the Boland Amendment and requesting a memorandum on-the amendment.
It is triggered by “one of many.Congressional requests for appointment of special
prosecutor.” (fran/Contra Deposition of Richard, Appendix B, Vol. 23, p. 48) .
. April 17, 1986.—The Washington. Post-reports that the Reagan Administration ac-
knowledges that some rebele “may have engaged in” drug trafficking, but were not
acting on the orders of their leaders. According to the Post, Elliott Abrams:devel-
oped a three page document for Congressman.Charles Stenholm. stating that “indi-
vidua) members of the resistance . . . may have engaged in such activity but it was;
ES?I as we can determine, without the authorization of resistance leaders.” (Post,
April 17, 1986.—Senator Kerry writes Senator Lugar, providés a summary of alle-
gations of crimipal activities comnected to coptra supply operations, and asks for a
formal Senate Foreign Relations Committee. investigation., Among the activities
cited by Senator Kerry are the Tambs murder conspiracy, the La Penca hombing,
“drug smuggling connecting Columbia, Costa Rica, Nicaragua and.-the U.S,, wedpons
smuggling involving CMA and Brigade 2506, transport of arms from Miami and
New Orleans to contras in Central America. (Kérry-Lugar Correspondence)

. April 18, 1986.—Oliver North writes in his notebook: “Sheenan investigating La

Penca in consort with Sen. Kerry trying to get evidence linking RR to La Penca.”
(North Notebook Q210%) =~~~ T L o

~ April 21, 1986.—Stephen Carr writes Feldman, caré.of Kotula at U.S, Embassy in
Costa Rica, asking for opporfunity to cooperate so that he cay get out of jail. (Iran/
Contra Deposition of Feldman, Appendix'B, Vol. 10, p. 105~ . B

- April 22, 1986.—Kerry staff provides detailed infoérmation on its investigation, in-
cluding a list of ta_r%glets, to Committee staff of the Senate Foreign Relations Commit-
tee. Entry in North notebook reads: Bill Perry—Kerry investigation—violations.
{North notebook Q2111) ~ * - ~ - o T " S

April 24, 1986 —Feldman meets with Kellner. No notes of what was discussed.

{dran/Contra Deposition of Feldman, Appendix B, Vol, 10,}?-. we) .

. April 25, 1986.—Feldman again_meets with Kellner. No notes of what was dis-

cusged. (Iran/Contra Deposition of Feldman, Appendix B; Vol. 10, p. 105) .
“April 26, 1986.—Feldman again ireets with Kellner, no notes of ‘what wag dis-

cussed: (ran/Conira Deposition of Feldman, Appendix B, Vol. 10, p. 105} Feldman

works on first -draft of his prosecutoral memo, dowr playing the investigation, but

recommending a grand jury. It was the first of many versions of the Feldman

memo, all dated May 14. There are six in all {Iran/GOn_tra- Deposition of Currier,

Appendix B, Vol. 8, pp: 233-235) : : : :

April 28, 1986.—Feldman submits first draft to Kellner, who advises him: that he
does not like it becanse it is not sufficiently detailed. Feldman rewrites it. Feldman
says “investigation has dispelled Garcia’s story, [but] we have learned CME (sic¢)
[CMA] actively assisted FDN in Honduras, Costa Rica betwéen November 84 and
April ’85."There is no question Rene Corbo and CME [sic] actively recruited.individ-
uals in the U.S. to train and/or fight with the ¥DN and contras; further investiga-
tion may also verify Carr's claiin the weapons were among the items ghipped from
ﬂ(:)g)U.S. to Salvador.” (Iran/Contra Deposition of Feldman, Appendix B, Vol. 10, p.

April 28, 1986.—Kellner says Feldman memo-started in middle ard its conclusion,
“further investigation may also verify Carr’s claim-that weapons were among the

e n 1A,

B L R T AR % e o o, o S g B 2 , St by AN e o ST T oo
St e 7 ™ - LRSI e




159

items shipped from the United States fo San Salvador, El Salvador,” was inad-
equate, Kellner says he intended it to go to Washington, and wanted 3 to be clear
and formal. (Iran/Contra Deposition of Kellner, Appendix B, Vol. 14, pp. 1059-1060)
“"April 30, 1986.—Miami Herald reports-that North’s activities may have vialdted
Boeland Amendment, citing his involvement in fund-raising for contras. (Mjami
Heérald, 8-A) Somietime in this period, Feldman shows Currier revised memoran-
dum. Feldman-tells Currier that Kellner had told him to change the recommenda-
tion for the grand jury and that justead it concluded that the grand jury was prema-
ture. This version did not'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 until after Iran/Contra came to-light.
{Iran/Contra Deposition of Curriet, Appendix B, Vol. 8, pp. 234-235)

May 1, 1986,—Pat Korten, public atfairs, U.S, Department of Justice tells AP that
there is no substance to gunrunning charges. “It’s a classic case of much ado about
nothirg. The U.S. Attorney and the FBI have conducted an inquiry into all of the
charges and wone of them have any substance. It's unfortunate the junicr Senator
from Massachusetts puts more credence in them than we do. All leads were com-
pletely extiausted. Interviews were conducted in Florida, Louisiana Central America
and turned up ebsolutely nothing. We ran it down and there 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 corroborat-
ed the fact that flights had occurred weapons were on board, arid Corbo and others
were recruiting individuals from Miami to fight with the contras. (Iran/Contra Dep-
osition of Currier, Appendix B; Vol. 8, pp. 237-239) _ -

Iz'«_r‘.{eg) 1,71986.—North notebook entry reads: “Mtg w/(redacted) re Kerry travel.
(Q [ ) . : PR

Early Maé’ 1986.—Kellner is annoyed at press 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.
Kellner decides that he will send Feldman memo to Washington to countet these
inigg;uatements._(lran/Contra Deposition of Kellner, Appendix B, Vol. 14, pp. 1055

0 : ,

May 2, 1986.—Representatives of the FBI; Justice Department, DEA, and State-
ment Department meet to discuss the approach of their, Agencies to responding to
Sepator Kerry's attempts to convene hearings-on allegations concerning the Con-
tras. (Subcormmittee Deposition of Tom Marum, October 25, 1588) '

May &, 1986,—National Public Radia reports that Senator Kerry’s staff has been
investigating charges of illegal activity involving not only contras but American 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 includés statements by
officials at Justice Department who say that inquiry stopped “a month ago.” Ac-
cording to NPR, a Justice spokesman said that “U.S. Attorney in South Florida and
the ¥BI conducted an inguiry into all of these charges and none of them have any
substanice, All leads were completely exhausted, and mterviews in Florida, Louisi-
ana and Central America turned up absolutely nothing”

‘May 5; 1986.—Kellner and Feldman meet to diseuss mémo again. (fran/Contra
Deposition of Feldman, Appendix B, Vol. 10, p. 107y

May 6, 1986,—Republican Foreign Relations staff member Rick Messick sets up
meeting or representatives of FBI, dJustice, CTA, State Department, DEA, and
NHAO 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 represéntatives state that the allegations are.false. The CIA repre-
sentatives state that they have information regarding the specific flights involved
cited by the Kerry staff, spécifically inctuding 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 ongoing investigation of thé charges. Ken Berg-
quist states that the public statements by the Justice Department to the contra
are “inaccurate.” iner Memcom, 5/6/86; Marum Memcom, 5/6/86; Messic
Memeom, 5/6/86, Subcommities Files) _

May 6, 1986.—A spokesman for Justice Department tells The New York Times
that charges regarding gunrunning are false, that “aH leads have been completely
exhausted” and that no further investigation is nepded. {The New York Times, A-0)

May 9, 1986.—After previously meeting with FBI Assistant Director Oliver B.
Revell, North meets with FBI agents, and asks them to investigate half a dpzen
people whose activities he believed were tied to foreign agents, including Terrell and
Sepator Kerry. (FBI documents, Iran/Contra Appendix A, pp. T98-800)
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May 12, 1986.—Justice writes Senator Kerry asking him to provide evidence of
allegations. (Justice-Kerry correspondence) - . oo T

May 12, 1986.—John Hull writes George Kiszynsky and Kevin Currier of FBI to

advise them that he has been told the investigation against him has “been dropped
for lack of evidence.” (Hull-FBI correspondence) - o e
May 13, 1986.—John Hull writes Ambassador Tambs asking for advice from the
political and legal department of the U.S. Embassy, and advising Tambs that Hull
will not mail letter to Kiszynsky and Cwrier of May 12 (which Hull epcloses) with-
out the permission of Tambs and CIA statioh chief ‘“Thomias Castille.” (Hull-Tambs
correspondence} . . i L e
“May 18, 1986.—North notebook entry reads: “19:30—Call from Rick Messick—Ter-
3‘321% ‘tgld not to talk to FBI, Jonathan Winer [sic, reference to Kerry aide] (redacted).
" May 13, 1986.—Deputy Assistant Attorney Genéeral Ken Beigquist writes memo-
randum to Assistant Aftorney General Steve Trott regarding the “Upcoming
‘Contra’ Hearings in the Senate Foreign Relations Commitice.” Bergquist provides
Trott with a list of the participants in the May 6, meefing with Senator Lugar’s and
Senator Kerry's staff, and an outline of what was discussed et the meeting. Berg-
quist advises Trott that "the obvious intent of Senator Kerry is to try to orchestrate
_a series of sensational accusations againgt the ‘Contras’ in order o obtain massive
press coverage at about the time of the next ‘Contra Aid’ vote. It does not matter
that the accusations are unfounded as long as they are uncontested at the time they
are presented. If we are unable to immediately and effectively provide the tyue facts
in each allegation at the time of the hearing, Perc'eption,wﬂl defeat reality and the
true story will never be heard or appreciated.” Bergquist recommends that Justice
provide information to the Committee regarding the individuals identified b‘zy Kerry
as ma.k:in? the charges concerning the Contras. Bergquist' states .thaf- “Senator
Kerry will take every opportunity to make the implication or express claim that
there i5 a conspiracy within the Administration to cover up illegal activities of .the
‘Contras’ and their supporters,” and suggests that Justice work instead to show the
“true story.” (Bergquist-Trott memo) , L

May 14, 1986.—Senator Kerry writes Justice that he would be glad to have.his
staff meet again with Justice to discuss such allegations further. Justice does not
respond to this letter until June 24. (Justice-Kerry correspondence} o

May 14, 1986.—Miami Herald reports that Senator Kerry's staff is lookirg into
charges of gunrunning and drug smuggling as well as White House 'involvement
with the contras during the timé such involvement wag prohibited by Boland
Awendment. . - : B " ' -

May 14, 1986.—AUSA Feldman and FBI Agent Currier meet, go over mema line
by line, and both conclude that they should go forward with a grand jury investiga-
tion. (Iran/Contra Deposition of Feldman, Appendjx B, Val. 10, p. 10T) - . .

May 14, 1986.—Draft of “Feldman memo’™ setting forth the prosecufion’s case in
connection with the Miamji Neutrality Act prosecution of Rene Corvo, et. al, statés
“a grand jury investigation would ultimately reveal gun running activity, incliding
gun runuing and neutrality violations. Due to the political nature of this case; T am
not sure such violations could be sucesdsfilly prosecuted in South Florida” (Iran/
Contra Deposition of Feldman, Appendix B, Vol 10, p. 108) Kellner scribbles out
last paragraph and inserted, “I concur, we have sufficient evidenee to institute a
grand jury investigation into the activities described herein.” (Iran/Congra Déposi-
tion of Feldman, Appendix B, Vol. 10, pp. 108-109; Iran/Contra Deposition of
Kellner, Appendix B, Vol. 14, p. 1060 C- ' ' '-'

May 20, 1986.—Sharf, Barnett, Kellner and Feldman meet. Sharf expresses oppo-
sition to going to grand jury. At end of meeting, Kellner asks Feldman' to change
conclusion of memo and he agrees to do so. At end of meeting, Feldman rewrites
memo to state, “I conclude that we have sufficient evidence to continue the investi-
gation into the activities described herein. At present it would be premature fo take
this matter ta the grand jury, some background work still needs to_be finighed,
Upon completion of this work, ] believe a grand jiry investigation-may be in order.”
Kellner, emphasizes that he i8 concerned about not destroying reputations. Feldman
says he hac{] concerns about what they were doing, begause “there were articles in
the New York Times, and “I guestioned in my own mind at that point whether or
not there was some fishy business going on.” (Iran/Contra Deposition of Feldman,
Appendix. B, Vol. 10, pp. 113-115) . - L .
ay 20, 1986.—Gregorie recalls being at above meeting, ‘that Feldman had the
facts together, that “there were all kinds of unanswered questions, people sbviously
lying, individuals who had given us half the facts and half truths. . . . up to that
time, he had some wild stories that were concocted by freelance newspaper report-
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ers about mercenaries who were. unreliable, and [ did not think it was appropriate
to go into the grand jury.” (Y¥ran/Contra Deposition’of Gregorie, Appendix B, Vol.
12, p: 1179) Gregorte testified that Feldman’s case in May was “thoroughly confused
gnéii?ad no direction.” (Iran/Contra Deposition of Gregorie, Appendix B, Vol. 12, p.

1 : - , W ‘ :

-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
not looking at North, but are looking at the gun shipment and the neutrality viola-
tion that Corbe was involved in and perhaps CMA was involved in.” (Iran/Contra
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 Ilopango
to Costa Hica. : < L :
-- May 23, 1986.—Depuby Assistant AG Bergquist writes Assistant AG. Trott to pass
on requests for infermation regarding Steven Carr, Jack Terrell and Jesus Gareia in
preparation for Foréign Relations hearings. The information requested is for arrest
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 Crime.” 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
Subcommittee) - . . . . .

May 24, 1986.—FBI 302 of interview with Francisco Hernandez a/k/a Papito, who
confirms that he assisted .Rene Corvo in supporting Eden Pastora, Alfonso Robelo
and other Contras-in Casta Rica, including shipments of weapons from the United
Sat?ites which went from Fort Lauderdale through llopango Air Force Base in El Sal-
vador. : : o - S

May 27, 1986.—Feldman makes list of interviews that need to be conducted.
(Iran/Contra Deposition of Feldman, Appendix B, Vol. 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 contras. Article quotes a Justice Department official as saying FBI and DEA
have “run down each and every one” of the allegations regarding gunrunning,
murder plots, -drug trafficking, and corruption connected to_contras and found “no
credible or substantive evidence” warranting prosecution’of contra leaders.” The
dJustice Department describes the allegations as those -of “disgruniled peopie with an
ax to grind who have little credibility,” and said congressional efforts to investizate
the allegations smacked of ‘McCarthyism,” and that some congressional aides “were
seeking to destroy the contras by innuendo-in the press.” The Justice official quoted
gaid “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-
gations on the contras.” The article said that a contra official admitted that North
and the NSC helped the rebels raise private aid, find sources for weapéns and am-
munition, and developed strategy and tactics. (Miami Herald, p. A-28).

June 2, 1986.—Kellner assigns Feldman to work on Thai heroin case. (fran/
Contra Deposition of Feldman, Appendix B, Vol. 10, p. 121)

Juneé 2, 1986.—AUSA Sharf resubmits Feldman’s merno for “corrections” which
he does not show Feldman. He makes changes on merio without Feldman’s permis-
sion: Feldman notes that the major change was in the conclusion. Feldman helieved
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 little prospect that it would bear fruit.” Feld-
man notes that some of Sharf's changes were “reaching,” but that Feldman was
never shown them hefore 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-gtory,” regarding Jack Terrell’s charges of Nentrality Act and weapons viola-
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.” (Iran/Contra Deposition of Kellner, Appendix -
B, Vaol. 14, p. 1073 According to Richard, in the course of an earlier conversation
with Kellner, he had requested that Kellner keep him-appraised: of the status of
cage and developments. In response; Kellner provided him both the Feldman memo~*
and a copy: of the Christic Institute lawsuit naming Secord. (Iran/Contra Deposition
of Richard, Appendix B,Vol. 23, p. 95) . . . :
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June 8,:1986.—FBI Agents meet -with Oliver. North who “expressed spetific con-
cern as to why, no action has been'taken regarding . . charges placed ‘by Senator
Kerry against North, nor any attempt to obtain the information presently 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 that
“WFO [FBI's Washington. Field Office] has no: pred.lcatlon into this mveshgataon 7
(Iran/Contra, Appendix-A, Vol: 1, p. 805)

Sometime after Jupe 2, 1986.—The Feldman.mémo is leaked to the-press :and to
Congresmonal staff. In his testimony before the Iran/Contra Committees, Feldman
is asked who 1eaked it. He says he does' not know, but that “the memo was stolen
out. of my cabinet,” because a note attached to itabout [‘Thomas!] Castille and John
Hull showed up under his door several months later. That not¢ was the “most sensi-
tive footnote in the entire memorandum” because it suggested that Hull was an.op-
erative for the CIA..Feldman notes that the didn’t lock his office or filecabinet, be-
cause: both were in:a secure-area, and “all you are. lockmg our door ffpnr are your
colleagues.” Feldman notes, 1 wasn’t cynical enough f[ran/Contra Depomtlon of
Feldman, Appendix B, Vol 10, p. 129)

-June 4, 1986.—FBL 302 report onvinterview with Rene Gorvo states that Corvo told
FBI “the only crime he has commitied are-United States neutrality violations for
shipping weapons from South Florida to Central America. These weapons were des-
tined for the ‘contras’.” Corvo confirms details of allegations made by Carr regard-
ing the shipment of weapons from ¥t. Lauderdale on March 6, 1985, and involve-
ment of Salvadorean military officials -in -his-contra. B\égply operatlon {FBL 302 re-
leased in U.S. v. Corbp, SD Florida, 1988) (On May 6, 1986, the CIA-had advised the
Senate Foreign Relations Committee that it had spec1.ﬁc mtelhgence thaﬁ these a]le-
gations regarding Corvo were false) - -

June 8, 1986, —Migmi Herzld runs front-page story by A]fonso Chardy, statmg
that NSC.and CIA managed contras during Beland Amendment, in a network over-
seen by North with help-from CIA. Chardy story cites Owen, and. Singlaub as. among
those helping North, and naming-Hull as one of Owen’s contacts. (Miami 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 in Costa Rica. (AP) -

June 10, 1986.—Feldmean discusses Mattes'and Garcia with Ke]]ner (Iran/ Gontra
Depazition of Feldman, Appendix B, Vol. 10, p. 130).- -

~June 11, 1986.—FRI- Agenis report to Dlrector that the Chr1s1:1c Inst1tute com-
plaint- filed in Miami names individuals who *“are présently aiding the Contra effort
under Colonel North’s direction.” (Iran/Contra, Appendlx Ap.- 863 -

- June 11, 1986.—Associated: Press reports that “U.S: Allegedly Ran Private Net-
work to Arm Contras.” The article stated that “the White House, working through
outside intermediaries, managed a private ald network that prowded military assist-
ance to Nicaraguan rebels duringlast year's congressional-aid bam, according to gov-
ernment officials, rebel lea.dens an theu- Amenean supporbers * (Baltimore Sun, p

1 -
h June 12, 1986 —Wa.shmgton szes reports that Kerry cantra probe 1‘5 “mtch
unt.”

- June 13, 1986.—FBI 302 interview of Rene Corbo, in which OOrbo again confirms
his transport of weapons from South Florida into Central ‘America for the contra 6n
March 6, 1985 and June 16, 1985. Corbo also confirms that: John Hull provided as-
sistance to his and other Contra support groups-in Northern Costa Rica. .

Jupe 17, 1986.—FBI 302 interview of Francisco Hernandez, in which Hemandez
again conﬁrms involvement in Contra- support operations in Northern Costa Rica
involving Rene Corvo, Hernandez stateg that he and other supporters of the Contras
were assisted from military officials at Ilopango in Ei Salvador. -

June 17, 1986—North writes in- notebook, “Gene Wheaton Wants to talk to
PFIAB—has talked to Kerry.” Q2223

June 20, 1986.—Feldmarn leaves for. Thaﬂand I-Ie remains “out of pocket” lJIIt.]].
August 1. (Tran/Contra Deposmon of Feldman, Appendix B, Vol. 10, p. 131}

June 24, 19868.—After Kerry staff contacts Rick Messick of FRC to say that Justlce
has never called-to gather further information regardmg allegations, Justice sends
another letter to Kerry reaffirming its interest in "vigorously and expeditiously” in-
vestigating any evidence to support a]legatlons -of. cn.mmal activity. (Kerry-Justlce
correspondence)

" June 25, 1986. —Senator Kerry makes a preseutatlon before'a closed door session
of the Commlttee In _that presentation, Senator. Ken-y states that in looking at alle-
gations concerning the Contras he had found that “some Amerifan officials decided
to circomvent the clear prohibitions of the Boland Amendment. as a result of that 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 narcotics 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 Committee has ordered a “staff inquiry” to review allegations of drug run-
ning involving contras and Sandinistas. '

June 26, 1986.—Kerry responds-to Justice letter, again inviting Justice to contact
his staff to set up a meeting to provide further information or the allegations con-
cerning criminel activity in copnection with the Contras. Justice never responds.
‘(Kerry-Justice correspondence) : o

July 11, 1986.—Glenn Robinette meets Jack Terrell, as part of an investigation of
%‘gg)rell on behalf of the Secord enterprise. (Iran/Contra Appendix A, Vol. 1; pp. 819-

July 14, 1986.—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, 1988, Special Agents of the FBI review the Juli 14, 1986 broad-
cast regarding North in connection with their investigation of Jack Terrell. (Iran/
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
polyeraphed on the issue and the FBI concludes the allegation is false.)

July 17, 1986.—FBI agents meéet with Glenn Robinette “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) Robinette advises
the FBI of Terrell’s ties io the Kerry investigation, notes that Terrell stated that he
received no funds from Senator Kerry, and- that he was aware of Secord’s involve-
ment ixé)covert air support on behalf of the Contras. (Iran/Contra Appendix A, Vol.
1, p 832 . : _ .

July 18, 1986.—A dozen FBI 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 Felipe Vidal. (Letter to Director Webster regarding Jack Terrell
allegations.) J

July 21, 1986.—Kerry writes Attorney General Meese, encloging an article in The
Boston Globe which reports that the ClA 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 hy FBI agents in connection with their inves-
tigation of Jack Terrell. North advises-the FBI that “Terrell’'s pame had surfaced in
connection with a steff investigation being conducted by Massachusetts Senator
John Kerry,” and denies that he is involved with managing Contra support efforts.
(Iran/Contra; Appendix A, Vol. 1, pp. 878-879) :

July 24, 1986—State Department issues a Report to the Congress which states
that “the available evidence points to involvement with drug traffickers by a Lirnit-
.ed number of persons having varjous kinds of affiliations with or political sympa-
‘thies for {the Contra] resistance groups.” (State Department Document #5136¢) -

~July 24;'1986.—Robinette meets with FBI officials regarding Terrell, expressing
concerns that the FBI had targeted Robinette “as beirg a ‘plumber’ for the White
House . . - and leaking information to the media concerning his contact with him.”
‘He confirmed knowing North and working for Secord. (Iran/Contra Appendix A
Vol. 1, pp. 852-858) T o } :

July 25, 1986.—North writes Admiral Poindexter that Associate FBI Director
Oliver “Buck’” Revell had.called and asked for any information which NSC might
have regarding Terrell. According to-North, FBI believes Terrell could he a paid
asset of Nicaraguan:Intelligence Service. (IN45907, Irar 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 U.S. citizens Jack Terrell. Memo describes allega-
tions about Tambs bombing, alleged activities of CMA including weapons and narx-
cotics trafficking, states that Terrell’s chdrges-are at the center of Senator Kerry's
investigation in the Senate Foreign Relations Committee, and that the Operations
Sub-Group (OSG) of the Terrorist Incident Working Group (YTWG) has made avail- ~~
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able to the FBI all information on- Mr. Terrell from other U.S. government agencies
to consolidate it for investigating Terrell” (N454896; Iran/Contra committees) Poin-
- dexter memo to President states ‘it is Important to note that Terrell hag been a
principal witness against supporters of the Nicaraguan resistance both in and out-
side the U.S. government,” and. “since it-is important to protect the knowledge that
Terrell is the subject of 2 criminal investigation, none of those with whom he has
been in contact on the Hill have been advised.” (N-45897, Iran/contra committees)

July 28, 1086.—FBI Special Agents conduct surveillance of Jack- Terzell ab Mariott
Hotel in Miavai and go through: his trash when: he leaves:his hotel room. They find
_.a-newspaper with-an-article torn from it concerning statements by: Admxral John

Poindexter that “the relationship between the Nicaraguan Contras .and. Colonel

Oliver- North did not violate a congressional prehibifion on Wnited States involve-
ment with the rebels.” (FBI 302 reprinted in- Appendix A, Iran/Coritra) - -

July 81, 1986.—Feldman receives “PROS” memo, or prosecution memora.ndum,
from Kevin Currier of FBL, who.was “looking fer a way to.pressure Leon.into
making a decigion.” (Feldma.n 102) According .tor Currier, the;memorandum ran 200
pages and was written “to force their hand.” Currier describes it as “a 200 page
prosecutive report which outlines the violations and the evidence we had obiained
to that time to support the prosecution of thJ.S matter,” (Iran/Contra Deposition of
 Currier, Append;x B, Vol. §, D 238) However, “nothing happened: in response to the
prosecutor’s report.. Not.hmg Currier. testified-that “Kellner told Feldman to do
nothmg on ¢case until he made a decision on the' prosecutor’s report. The U.S. Attor-
ney’s office- was dragging its feet on this matter.-We frequently went to Feldman’s
office or the USA’s office to pressure Feldman to make a decision, calling two or
three times a week.” (Currier, Ihid,, pp: 288-244) Among the names which came up
in the investigation were Enrique Bermudez, Mario and Adolfo Calera, Felix Rodri-

ez, Ramon- Medina [Luis Posada], Richard Miller, -Rafael Qumtero, Rlchard
gucord Ted Shackley and John Singlaub. (Currier; ibidi; pp, 265-261) -

August 5, 1986.—Richard Luger and Claiborne Pell as Chairmanp and ranlung
member of Senate Foreipn Relations Committee, _]omtly request- information. from
Justice Department regarding 27 individuals for its investigation -of narcotics-traf-
ficking. The request, based on a list supplied b% Senator: Kerry, included: requests
for ‘information on John Hull, Robhert gwen 'om. Posey, Luis Rodriguez, Frank
Chanes, and Frank Castro, (FRC records) :

August B, 1986.~John Bull sends a lefter o Léon Kel]_ner Senator Rudmean and
Senator Lugar charging Senator Kerry's staff with bnhmg witnesses to-lie. about
Hull, North, and. the Contras. The leiter mentions “Democratic funds.” (Iran/
Contra Deposition of Kellner, Appendix B, Vol. 14, p. 1091) Hull ssks Robert Owen,
North’s courier, to transmit. the letter to Kellner and to the Senate Ethics Commit.
tee. (Iran/Contra Deposition of Robert Owen, Appendix B, Vol. 20, p: 856)

August 11, 1986.—John Bolton, on behalf of Justice, writes Lugar and Pell to tell
them that Justice will not disclose information. gathered during pending investiga-
tions and therefor will not provide any 'information in regponse to the request, but
“‘we remain- convinced that further rambling through open mvestlgahtms gravely
risks compromising those efforts.” (FRC files) - -

August 18, 1986.—Feldman gives- Kellner-the. PROS memo, from which he con-
cludes there is clearly sufficient evidence to go forward. Corho has admitted there
were weapons on:the March 6 shipinent. Feldman believes they have enough to go
forward, noting that he believed that in May, but that now they clearly had enough
to satlsfy Kellner.. (Iran/Contra Peposition of Feldman, Appendix B, Vol. 10, p. 132)
Kellner deseribes PROS memo as being “quite thick,” puts a-little yeﬂow smcker on
it and. gends-it to First Assistant US:Aitorney Richard Gregone (Iran/COntra Depo-
gition of Kellner,-Appendix B, Vol. 14,-pp. 107B-1079) .

- August 18—~August 29, 1986.—Feldman goes to KeHner on several occasions in re-
sponse to pressure from FBI Agent Currier, “nagging him to-make-a decision.”
Kellner states that he must still read the memo and makes no decision. (Iran/
Contra Deposition of Feldman, Appendix B, Vol: 10, p.133) -

Angust 19, 1986.—Justice sends letter to Senators Lugar and Pell, mi‘ormmg them
‘that Justice would exatnine itg files, but would only make information” available on
the one closed case, involving Cabezes and Zavala (Frogman-Case.) -

August 20, 1986 mFeldman has, his “only’’ .conversation with. ?eaple at Justice,
Wlth Joe Tafe, who is in. ¢harge of peutrality ¥iolatiops. Tafe ‘‘gave ‘me- hints.”'
(Iran/Contra Deposition of Feldman, Appendix B, Vol. 10,-p. 133)

August-27, 1986.—Kellner says,thls is the day he dictually received August 8 letter
from John Hull charging that Kerry staff had engaged in misconduct. Kellner “had
dxﬁlicﬁty wbtézo )thnse documents {Iran/Contra Deposmon of Kellner Appepdm B,
Vo p:1 -
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August 29, 1086.-—Feldman returns to Kellner for fourth time or so in Augnst
saying “I have t0 know.” Kellner tells Feldman to “sit on the case until he gets
back from Washington DC,” because “politics are invelved.” Feldman says, ‘Leon
that really iupset me because he told me on April 11, during the-day of the FBI
shooting, that politics were not a consideration.” Kellner tells Feldman, “politics
aren’t a factor for you to consider but they are-a factor for me to consider.” (Iran/
Contra Deposgition of Feldman, Appendix B, Vol. 10, p. 134) As of this date, Feldman
concludes the case is dead. It sits on-a box on his table. Kellner never gets back to
him about it. (Iran/Contra Deposition of Feldman, Appendix B, Vol. 10, p. 188)

September 3, 1986.—Kellner takes Hull affidavits regarding Kerry to Mark Rich-
ard tn Justice, and onr his return. gives them to Feldman. He brings back some
memos on the Neutrality Act, and asks Feldman to check them and to investigate
the affidavits concerning Senator Kerry. Kellner says that Richard réad affidavits
about Senator Kerry in his presence but said nothing. Kellner believed the affida-
vits were “amateurish,” and “did not make sense,” and that he was “being set up
by somebody,” but “couldn’t figure out who.” Kellner believed someone was trying
to have him investigate a Sepator, either to embarrass Kellner or to embarrass the
Senator.” After meeting with Richard, Kellner told Richard he would “check out
the tiuth” 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 witnesses to lie, Kellner says he ‘did not believe these alie-
.gations, - but- it “would impact on the investigation.” (Iran/Contra Deposition of
Kellner, Appendix B, Vol. 14, pp. 1082-1094) Kellner testifies that he went to Wash-

‘ington ‘with charges about’Sepator Kerry ‘“because this was an allégation of a

-crimé;” and didn’t do so with the allegations regarding the Garcia case because “we
-were still questioning whether or not there was a crime involved in what they were
doing.” (Iran/Contra Deposition of Kellner, Appendix B, Vol. 14, p. 1146) Richard
" says Kellner told him this “package’” reflected all sorts of questionable activities by
the senator’s staff, attempts by reporters to influence testimony and suborn perjury
and the like. (Jran/Contra Deposition of Richard, Appendix B, Vol. 23, p. 88) Rich-
ard testifies that he forwarded it to Steve Trott with a note that it be handled by
either the Publice Integrity Section of Justice or to first interview Hull, Ultimately
1t was decided to agk the FBI to see whether Hull was willing to submit to an inter-
view. Richard says he had no idea what happened after that, and whether the FBI
did anything or. not. Richard says Kellner told him the package from Hull ‘“vindicat-
_ed his assessment” that Kellner-was. being manipulated by political forces where ev-
eryone had their own agenda, with “Kerry’s staff attempting to discredit the actions
of—I don’t know who—the CIA, the contras, or what.” (Iran/Contra Deposition of
Richard, Appendix B, Vol. 23, p. 89) . ‘ o o
‘September, 1986.—Feldman checks out the allegations against Senator Kerry's
staff and determines, after talking to “as many people as he could contact” that
“they weren't 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 write some of these statement, but it was not factually 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.
_(Tran/Contra Depogition of Kellner, Appendix B, Vol. 14, p. 1093)
"~ September 15, 1986.—Géarcia is sentenced. Feldman states that Garcia’s allega-
tions are rrelevent to his sentencing. (Iran/Contra Deposition of Feldman, Appen-
dix B, Vol. 10, p, 140). . .

Early October, 1986.—Mark Richard cénvenes a meetihg, attended hy 19 members °

of Bl and Justice, including Kén Bergquist, Léon Kellner, Chuck Sapho and
George Schenck. Bergauist and Schenck had previously met with Kerry staff on
May 6, 1986, regarding the allegations. Prefent are representatives of narcotics and
fraud sections of Justieé: Group spent most of meeting discussing fraud issues relat-
%c’ilt%ng%% humanitarian aid. (Iran/Contra Depositian of Richard, Appendix B,
Vol. 23, p. 8 ' . L _
*’ Octiober 6, 1986.—Gregorie sends PROS memo back to Kellner on day of Hasenfus
crash, recommending that Kellner convene a grand jury. As Kellner ‘concludes, the
crash may have figured in his decision to move forward. (Iran/Contra Deposition of
Kellner, Appendix B, Vol. 14, p. 1081) When Hagenfus plane crashes, Feldman con-
clades “it really wasn’t any great revelation because it was apparent [in May] that
there was much more to this whale network than Renee Corbo . . . if for some
teason . . . the United States Government may he exposed or Oliver North's net-
work may be exposed, as far as I‘'was concerned, that had already been done. It is
‘jsut that it hadn't received the public attention the Hasenfus crash brought out.”
Although Feldman does not find memo until November, Richard Gregorie, Assistant
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1.8, Attorney to Kellper, sends memo to Feldman on this day authorizing him to go
to g)rand jury. (IranJContra Deposmon of Feldman "Appendix B, Vol. 10, pp. 140,

Oct.ohe; T, 1986 —Wﬂha.m Weld asks Richard What he knows about Hasenfus
. crash, who calls ‘Torn Marum about Miami Neutrality investigation. Richard con-
tacts Kellner and asks Kellner what is going on. Kellner is angry, because he is

“ge hit -with press inquiries and knew nothing about the pending investige-
-#ion.” (Iran/Contra Deposition of Richard, Appendix B, Vol. 23, p.-106) -

October 14, 1986.—Senator Kerry releases staff report descnbmg “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] wag managing eontra supply operations out of Hopango having allegedly been
. placed there by NSC.”

October 15, 1988 ———Washmgton Post -prints story about Kerry Report and de-
scribes its allegations against persons named above,

October 15, 1986.~—Oliver North writes in notebook “Kerry 42, belé¥w that i5
somethlng redacted and below that a notation“Max Gomez/VP.” North Q2533.

" October 15, 1986.—Oliver North Notebook describes June 25th closed session of
Foreign Relations .Commitiee regarding narcotics trafficking and contiras. Notebook
states “list of 27 ‘witnesses, early -August 8—sent to DOJ—Ken Bergquist, -—Vicky
‘Toennsing—46 boxes of transcripts: of SF Frogman case; Justice never provided. In
April/May, (illegible) Rick Messick . . . John Ke —has 8 votes. Scotl: Armstrong,
Nat] Security Archives,-Jack Blum. (North Notebook, Q2531 .. -

October 24, 1986.-North writes in- notebock about 6:30 pm-meeting with- Assmtant
Secretary- of Defense Richard Armitage, that Senate Foreign Relations Cominittee

‘investigation has taken trips to Miami, Costa R:ca., San Franc:sco:and Honduras.

{(North notebook Q2566)

October 30, 1986. Feldman meéets with Justlce Pubhc Integnty Sectmn (Iran/
Confra Deposmon of Feldman, Appendix B, Vol. 10, p. 140"

Early November, 1986 —Feldman receives suthorization to go 't6 the gr&nd Jury.

November 18, 1986.—Feldman takes Neutrality Case to-Grand J-ury {I‘ran/Contra
Deposition of Feldman, Appendix B, Vol. 10, p. 143)

Novermber :19; 1988, ——North notebook ent.ry reads '"Tom Dow]mg re Kerry Hea.r-
ings.” (Notth Noteboolk Q2646)

November 21, 1986.—Northhotebook entry descnbes concerns about mformatmn

- known by Gene Wheaton, who hag “chart” regarding Secord’s involvement in both
Iran and coptra initistives, and who Yas provided information to Sengtor Kerry. -

November 22, 1986+ Iran/contra diversion memorandum is fou.nd by Justice De-
partment mvestlgators in North's safe at the NSC.

December 2, 1986.—Feldman meets with Kellner, Sharf Gregorie, Barnett, about
Garcia case, and they tell Feldman to stay away from Jose Coutin case. (Cout]n wag
being held as the supplier of the weapon used to kill DEA informant Barry Seale,
but had originally heiped the FBI in the Garcia case). Feldman gets authonzatlon to
take Robert Owen to a grand jury. He finds 'ut that Owen was at “tons” of meet~
ings ‘with “players involved in both the Cuban and CMA organmatmns " (Iran/
Contra Deposition of Feldman, Appendix B, Vol 10, pp. 147, 149}

December 29, 1986.—~Grand Jury halts in order that case may be rewewed by In-
dgpendent Counsel Waleh (Iran/Contra Depomtmn of Feldman, Appendlx B, Vol
10, p. 149)

January 21, 1987. ——I.ndependent Counsel Walsh declines I\vha.ml Neutrahty Act
cases ailg) Feld.man proceeds (Iranfcontra Deposmon of Feldman, Appendix B, Vol.
. 1

Apnl 7, 1987, ——-Feldman is mtemewed by Independent Gou.nsel Wa]sh’s ofﬁce
"(ran/ Conitra Depesition of Feldman, Appendix B, Vol 10, 9. 150)

August 10, 1987.—FBI 302 of Frank Castro. Castro states that’ in 1985 he wéht to
Coita 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 -fraining. camp in

: Naples, Flonda to Central America to fight the Sandinistas. .

August 20, 1987.—FBI 302 of Frank Castro, Castro reaffirms ‘statements regardmg
mvolvement of Corbo and others in military tra.mm§ in' Naples, Flonda before going

to Central America to fight Sandinistas.. .

September 30, 1987.—~The Justice Department indicts Luis Rodnquez as a dmg,
trafficker, for- smugglmg which took plade between November 1980 and January
1983. (US). V. Lu.:.s Rodriquez, 87~01044, U.S. D:.stnct Courb for the arthem D.Lstnct
of ¥Florida - o ,, : S
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: November 18, 1987, AUSA Jeffrey Feldman goes to Washington to meet with

John Martin and Thomas Marum, the head and:assistant head of the Justice De-
partment’s Internal Secunty Dms:un At a meeting between 9:30 am and 10;20 am,

Feldma.n reviewed the previous questions that bad been raised about the Justice De-
partment’s handling of the Miami investigations, including the allegations made by
Dayvid Leiwant concerning a phone call allegedly made on April 4, 1986 asking
Kel]ne,r to delay with the cases; the revisions of the-Feldman memoradum; and-the
delay in prosecuting the case between August and November, 1986. According to
-Yeldman, after further discussions, Marum. “mentioned th.at he, Joe Tafe, Mark
‘Richard, Leon Kellner, and reps from-DEA and FBI met in Rlchard 5. ofﬁce some-
time last year to discuss how Senator Kerry’s efforts to get Lugar to hold hearings
in this case could be undermined. Marum did not rve: date.” Feldman thern makes a
contemporaneous memorandum of the meeting with Martin and Marum and time
stampe it at the Criminal Division of the Justice Department at 10:47 AM Novem-
ber 18. (Feldman Memcom, subpoenaed by Subcommittee)

April 5, 1988.—The Justice Department indicts Luis Rodriquez for tax evasion in
comlectlon with the laundering of money through Ocean Hunter from June 1879
through April 1985, (U.S. v. Luis Rodrequez, 88-0222 CR-King, US District Court
Southern District of Floride) Grand jury statements on file in Northern District of
Florida narcotics case against Luis Rodriguez state that Ocean Hunter was estab-
lished to launder money for a narcotics smugghng enterprise involving Frigorificos
de Punterennas.

July 13, 1988.—The Justice Department indicts Mario Calero, Jack Terrell, Tom
Posey, and others on- Neutrality Act and weapons vmlatmn in connection with
‘CMA’s supportfor the Contras. :

July 27, 1988.—The Justice Department indicts’ Rene Corvo Frank Castro and
others on Neutrelity Act and weapons violations in connection with the Naples,
=Flonda ttammg carnp and axban-Amenmn military assistance to the Contras.

~ WiTNEsSsES !

Aguado, Marcos. A Nlcaragua.n 111\_P_1Jng in Costa Rica who served as a pilot for the
ARDE contra orgamzatlon located ofi the Southern Front of the Contra/Sandinista
war.

Awan, Am;ad A marketmg manager for the Bank of Credit and Commerce Inter-
national (BCCD)..

Bannister, Gorman. The son of EVerett Bannister, a Bahamina po].lt.lcal Operatwe,
currently in the Federal Witness Protection Program

Berguist, Kenneth P. Former Depul:y Assistant Attorney General, Legislative Af
fairs, Justice Department.

Betzner, Gary Wayne. A federal prisoner, convicted of running a continuing
¢riminal enterprise for trafficking in cocaine, now serving a sentence of 27 years
and two months: .

Biamby, Roger E. A.n exile from Haiti, currently employed as the Executive Direc-
:;1:1- of the Hmtlan-Amencan Community Assornanon of Dade County, Miami Flori-

' . Blandon, Jose Former Panamaman Consul General, based in New York from
1986~1988, and pohucal confidant of General Manuel Antonio Noriegs; served as a
» federal witness in the 1988 indictments brought against ‘General Noriega by two
! = Florida grand juries; currently in the Federal Witmess Protection Program.
Camper, Franklin Joseph. A federal prisoner, convicted in 1987 of RICO, weapons
rand .conspiracy- charges, now serving a sentence of 14 yéars; former owner and oper-
1 ator of the Recondo Mereenary Training School in Dolomite, Alabama.
¢ - Carlton; Floyd. A federal prisoner, convicted in 1987 on narcotics charges; former-
z lytl}g personal pilot of General Noriega in Panama; testified against Noriega before
57 the federal grand jury leading to indictments of Noriega in January, 1988; currently
Es‘mthe Federal Witness Protection Program.
i Cash, Thomas V. Special- Agent in Charge of the Miami Field Division of the Drug
é -Enforcement Agency.

;;.s 1 This Yist includes all mmesses who appeared in public, or whose testimony in elosed session
. Jns gince beep released by the Subcomyitiee in the four part edition of S. Hrg. 100-773, “Drugs,
34’Ilaw Enforcement and Foreign Policy.” Additional witnesses'who appeared before the "Subeom.
'.!tmmee in cloged hearings. or. deposmnns nof yet released are listed separate.]y vnder “Deposi-
tmns” at the conclusion of this list. -
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“Cear; Octaviano. A Nicaraguan lnrmg in Costa Rica who served &5 a poélitical offi-
¢ial of the ARDE eontra organization on the Southern Fron‘t' brothér of Nlcerag'uen
Resistance director. Alfredd Cesar. :

Chamorro, Adolfo Jose “Popo”. A Nacaraguan hvmg in Miami, Florida; formerly
the logistics chief and second in command of the ARDE contra orgamzatwn on the

- Southern Front.
Crone, William.- A U.S. crt1zen hvmg m Costa R;lca' a farmer and former b'llG]IleSS

assoclate of Johxi Hull. :
Feldman, Jeffrey B. Former, Assmtant U S. Attorney for the Southern Dlstnct. of
. Florida, asmgned to handle’ prosecutlon of M_tamr Contra Neutrahty Act and weap-

" ons cases.
Garcia, Luis. A MJarm-based narcotIos trafﬁcker who became a federal mformant

from 1984-1987.
Gorman, General Paul {U.S.A-Ret). Former Commander of the US Southern
Command based in Panama (1983-—1985), consultant to the Presldent 5 Commission
_on Orgnized Crime (1985-1986). '
" Gregorie, Richard D. Former Chief Assistanct U 5. Attorney (1987 1989), chief of
Criminal and Narootlcs Divisions (1982-1987) Southern District of Florida, M.laml

Florida.
. Holwill, Richard. Deputy Assmtant Secretary of State for the Carribbean.

Hood, Louella. A resident of Bradenton, Floridae: who hired John Hull to manage
farm property for her in Costa Rica.

Keliner, Leon B. Former U.S. Attorney for the Southern District of Flonda :

Lawn, John C. Administrator, the Drug Enforcement-Agency. - -

Loeb, Gerald. A former pilot for Eastern Airlines; Currently Cha;lrma.n of Leg1519.~
tnve Affairs for the Airline Pilots’ Association. < .

. Lotz, Werner. A Coste Ricen who became the- persona] pllot for Robert Vesco
former Costa Rican President-Carazo_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, :
Ma.rum, Thomas E Deputy Chiéf of lnterna] Secunty Dlwe'lon,, Justme Depart-

ment. .
Mayer, Martin P. An authority on banking, and author of such boaks as “The

Bankers and “The Fate ‘of the Dollar.”

McCanp, John H. A federal prisoner convicted in 1987 for running a continuing

- criminal enterprise in econnection with cocaine trafﬁckmg, sentenced tp life mthout
parole plus 110 years; formerly a lawyer and county-judge. -

McNeil, Ambassador Francis. Former U.S. Ambassador to Costa Rica (1980~ 1983),
and former Deputy Ass:stant Secretary of State for htelhgence and Resea.rch (1984~
1987

Morales, George. A federal prisoneér convicted in 1986 for running a continuing
cnmma.l enterprise in connection with cocaine trafficking; sentenced to 16 years
Morgenthau, Robert. District Attorney for New York Courity. :

Murphy, Admiral Daniel P. (U.S.N. Ret). Former Chief of Staff to Vice President e 4
George Bush; chief of the South Florida Drug Task Force; chairman, working group iy

of the National’ Narcoties Border Interdietion System '(all” 1982-3985); currently
president of Murphy & Deniory Ltd., a ' Washington, D:C. coneu]tmg firm. -

Palmér, Michael B. Former Delts Airlines ﬂJght exgineer ‘and copilot; became a i
narcotics’ trafﬁcker 11:1977 with the Carroll marijuana smuggling ring; Iater becdme
an-informant for the Drug Enforcement Ageney; Vice President of Vortex, Ine, a -
' company which’ provided services to the Contras ds*a contractor -of the. Nlcaraguan 7

Humanitarian Assistance Orgamzatmn (NHAOQ).

Prado, Karol. A Nicaraguan living in Costa Rlca who served as chlef of commu.m b 3

cationsfor ARDE under Eden Pastora.
Quintana, Osvaldo. Presideht of Ocean Iuternatxonal Seafood of Miami, Flonda,

federal witness in the 1988 grand jury indictment of Haitign Colonel Jean-Claude

‘Pat! in Miami. - b
Rehman, Aziz. A former employee of the Bank of Credit and Commerce Interna- J%:

_monal in Miami, Florida.

Richard, Mark, Former Deputy Attorney General, Criminal Dijvision, Justice De- I::

partment.
Rodriguez,-Felix Isn;lael A véteran of the Bay of Plgs and former officer of the

Central Intelligence Agency; assigned' by Oliver- ‘North: in- September 1985 to main- * K.

tain Coptra résupply operatlons at Dopango Air Force base in El Salvador.
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Rodriguez, Ramon Milian. A federal prisoner, convicted of running a continuing
criminal enterprise in connection with laundering drug money and narcotice traf
ficking; sentenced to 43 years.

Sanchez, Nestor. A former Central Intelligence Agency Latin American Divisjon
Chief (1980—1981) former Deputy Assistant Secretary of State for Latin American
Affairs; Department of Defense (1981-1987) and currently consultant to the Depart-
ment of Defense.

Sosa, Hon. Juan. Ambassador to the United States from Panama.

Vogel, Mlchael P. A federal prisoner, convicted of running a continuing criminal
-enterprise in connecfion with narcotics trafficking; sentenced to 25 years.

Zepada, Tom. A narcotics field advisor to the Bureau of International Narcotics
Matters; formerly a Drug Enforcernent Agency field director.

Wms AND SUBPOENAS Issuzp DU‘BING LRVESTIGATION
WRITS (13)

Antonio Aizparua

Gary Wayne Betzner

Frank Camper

Floyd Carlton

Werner Lotz

John McCapn

Ramon Milian Rodriguez

George Morales

Leandro Sanchez Reisse

Leigh Ritch -
Michael Vogel

Zavala/Cabezas Wiretap Documents

SUBPOENAS (23)

Antonio Aizparua

Bank of Credit and Commerce Internahonal (4) [Awan, Shafi, BCCI Ltd.,
BCCI Intl.]

Gorman Bannister -

Popo Adolfo Jose “Popo” Chamorro

Raoul Diaz

Jeffrey Feldman

Norman Fabey.

First City Foreign Currency Corp.

General Paul Gormen

Greenberg Bros,

Marta Healey -

John Hull

Intercontinental Detectlve Agency

“Miami Atforney”

Qliver North Notebooks

Michael Palmer

Felix Rodriguez

Nestor Sanchez

Sarkis Soghenalian

Vortex Corp.
_ CLOSED DEPOEITICNS AND HEARINGS
Joe Adams
“Miami Attorpey”
Kenneth Bergquist
Richard Brennecke
‘Wanda Doe”
Michael Harrington
Leon Kellner
Thomas Marum
Mark Richard
Leandro Sanchez-Reisse
Jack Terrell




