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LETTER OF TRANSMITTAL

.S, SENATE,
CoMmrrTEE ON FOREIGN RELATIONS
oo Washington, DC, April 18, 7989.
Hon. CrATBOENE PELL,
Chairman, Commitiee on Foreign Relations,
U.S. Senate, Washington, DC.

Dear 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 subpoenias were issued, many calling for
the production of extensive documentation.

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

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 dem
strate_d that the drug cartels pose a continuinggthreat to natiozgl
security at home and abroad, and that the United States has too
often in the past allowed other foreign policy objectives to interfere
with the war on drugs. The Subcommittee hopes that this Report
will contribute to better understanding by the Congress of this
problem, and to constructive legislative proposals which may allow
us to avoid repeating the mistakes of the past.

Sincerely yours,
: - JorN KErwy, Chairman.
BRock Apawms.
Daxrer, P. MoyNTHAN.
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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 centered in Moscow.” 1

That warning was delivered in Subcommittee testimony by Gen-
eral Paul C. Gorman, fiow retired and formerly head of U.S. South-
erh Command in Parama. 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 18 engaged in a war directed at our citizens—the old, the
young, thé rich, the poor. Each day, with what has become a numb-
ing regularity, the American people are besieged with the news of
the latest casualties in the drug war.

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

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

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

result is a criminal justice system swamped with cases which
cannot be processed fast enough, jails that are overflowing with
prisoners, a greater influx of cocaine than when the war on drugs
was declared 4n 1983, and a cheaper, higher quality produect.

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 criminal 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.? -

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

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

2 Oriminal Jugtice in Crisis, A Report to the American People and the American Bar on Crimi-
rial Justice in the United States, American Bar Associztion, Criminal Justice Section, Washing-
ton, DC, November 1988, p. 5.

-
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resu}ts 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 red_uction through education and rehabilitation are criti-
cal elements in the war on drugs. But most experts acknowledge
tha_t even _thJ{J strategy will require a considerable period of time
before_majgr inroads are made into significantly reducing cocaine
us'ell‘;}gle in thlstgountr{.l L ) . . . '

. e narcotics problem is a national security and forei 11
issue of significant proportions. The drug carg]s are S0 I%ggoaﬁg
powerful that they have undermined some governments and taken
over others in dur 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 Latih Amer-
ica and the Caribbean. ‘ T

_The Subcomnittee investigation has led to the following conclu-
sions and recommendations. -

Past FATLURES

—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
%:Jeps should be taken. .

—In some instances, foreign policy considerations interfered with

. the U.8.’s ability to fight the war on drugs. Foreign policy pri-
orities .towards the -Bahamas, Honduras, Nicaragua, and
Panama at t’:]me-s delayed, halted, or interfered with U.S. law
enforcement’s efforts to- keep narcotics out of the United
States: In a few cases within the United States, drug traffick-

-ers sought to manipulate the U.S. judicial system by providing
services in support of U.S. foreign policy, with varying results.

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

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

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

—The threat posed by the drug cartels should be given a major
priority in the bilateral agenda of the U.S. with a number of
countries, including the Bahamas, Haiti, 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 begin
developing.a strategy te deal with this-issue and related eco-
nomic problems. : o :

—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. - : : 7

ADMINISTRATIVE RECOMMENDATIONS .

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

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

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

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

- mediately. :

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

“1y to the full extent of the law. . .

—A1ll U.S. law enforcement agencies should devote significantly
greater attention to counter-intelligence in order to prevent

- drug traffickers from penetrating their operations.

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

—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 experienced
- personnel to remain 6n the job. oo e o

SerciFic LEGISLATIVE RECOMMENDATIONS

—The President should be, given a series -of optional sanctions to
apply to major drug producing and drug-transit countries
‘which have not fully cooperated with the U.S. in drug enforce-
ment efforts, This would allow the President to certify & nation
under the national security provision of 481(h)2)a)({{I), and
thus avoid the mhandatory sanctions contained in current law,
while still giving him ‘other:optional sarictions. The proposed

" sanctions would include: prohibiting ships-that have stopped at
such a nation withinn 60 days-from discharging passengers or
cirgo-in the U.S.; denying landing rights iri the U.S. to.the na-
"tiorial airlines of such' a nation; subjecting goods and contain-
“erd from any such nation to'special inspections, quarantines, or
other- additionial regulations to prevent them from being used

" to traméport 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. _ o
* —No government employee or official with responsibility for nar-
- cotics isgues in either the Executive -or Legislative branches of
-+ government should be permitted to ¥epresent a foreign govern-
ment on narcotics matters for a period of thfee years after
they leave. The penalties for violating such a prohibition
should be the saihe as forviclations of thé Federal Regulation

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

.- —The - Pepartment -of State should -be required.to notify the Con-
gress within 10 days:whenever it denies a-request from law en-
-foreement for. reasons. of national security .or- foreign policy.
The notification: should include a full degeription.of the reasons
for the refusal Past decisions by the Department. of State to
end law enforeement operations on such- grounds should have

- been subject to. Congressional review; this provision would
ensure that Congress remaiii in a pogition to exercise oversight
-over such decigions: ° ' B , L

—The Department of State should be prohibited from entering
into contracts with any individual or company under indict-

- ment or convicted of any narcotics-related offenses; including
money laundering. The Department should be required to in-
.stitute procedures by which it.would routinely check with the
FBI, Customs and DEA to determine whether a company or in-
dividual is under investigation before the Department enters
into any contract with the company or individual.- .

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

—The Neutrality Act should be amended to apply only to actions
which are not specifically suthorized 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 report 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 National Director of Narcotics Policy should be required
to report to the Congress on' current U.S. federal personnel
practices affecting all persons engaged in the war on drugs to
determine whether adequate resources are being devoted to
hiring, training, promotion, and retention of federal employees
responsible for narcotics matters.

INTRODUCTION
ORIGINS AND MEYHODOLOGY

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 Kerry took inforination he had developed to the
Chairman of the Foreign Relations 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 closed session of the Committee on Foreign Relations on
Jure 25, 1986, to discuss these allegations and to determine wheth-
er or not adequate attention and priority was being given to inter-
national mnarcotics law  enforcement - efforts generally. Senator
Kerry ‘was concerned that because of the precccupation with other
foreign' policy, priorities relating to several. nations, the United
States was not dealing adequately with the growing global drug

roblem. . :

P At that meeting, Senator Kerry raised questions as to the will-
ingness of the Administration to investigate allegations of drug
trafficking involving the 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.allegations of
drug-related corruption concerning Nicaraguan officials. | -

In response, the Committee, at the direction of t_he 1_;hen-Cha.u-
man Senztor 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 International Operations
chaired by Senator Kerry, with 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, including the Drug Enforcement
Administration, the Federal Bureau of Investigation, the Depart-
ment of Defense, the Department of the Army, the Central Intelli-

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

In addition, the full EQI;BE Relation, Committee. conducted ex-
tensive guestioning of officials on the global narcotics problem in
1987 and 1988 in response to the annual International Narcotics
Control Strategy Report. That report is an annual submission to
the Congress mandated by the Anti-Drug Abuse Act of 1986. The
law requires the President to certify that major illicit drug produc-
Ing 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 reéspect ‘to illicit drug production, trafficking and
monéy laundering. - - e A
. One heariig was conducted jointly by .the Subcommittee on Ter-
rorisim, "Narcotics .and International Opeérations and the Subcom-
mittes on International Economic Policy. = ST

In perparation for the hearings-the staff interviewed dozens of
péople in"and out of government. Many of ‘these interviews were
kept'confidéntial to ensure’ candjd discussions. The Subcommitiee
‘traveled to Costa Rica where depositions were taken and interviews
conducted with present and former govérnment officials. -~ = -

By -agreement with Chairman Daniel:Inouye of the Senate Select
Cémmittee on’Secret“Military Assistance to Tran ‘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 reviewsd
thousands of Select Coftimittees documents; ircluding-the ¢lassified
version of notebooks maintained By Oliver North during the period
he was at the National Security Council, the “Nérth Diaries” = :7

A number of witnesses and prospective withesses ‘were convicted
felons, having been imprisoned for naréoticsrelated offenses: The
Subtommittee ‘made use of these witnesses in ‘H¢cordance with the
practice of Federal and -Stateé prosecutors, who routinely rély on
convicts as witnesses in criminal ‘trials because they are the ones

-with the most intimate knowlédge of the criminal dctivity: -

ANl witnesses who appeared before the Subcommittee, did so
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 gession, 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 tfrizls, including the major federal narcotics pros-
ecutions of General Noriega, Medellin cartel leader-Carlos Lehder,
and officials in Haiti and the Bahamas. ;e v

Gaining access to. convicted felons and making arrangements to

have them testify required the cooperation of the.Departinent of _

T

Justice and numerous U.S. ‘Attorneys. 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 festimony 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 Subcommitice was interested
in-the larger policy questions and was not seeking to develop spe-

“cific cases againgt individuals. .

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 primarily
a law enforcement problem. While public debate over the drug
problem focused on Improving international and domestic law en-
forcement efforts, the size, capability and activities of the cartels
were rapidly expanding. ' _ '

There are probably few issues which have caused greater strains
in our relations with other nations, particularly with our Latin
American néighbors, than that of international drug trafficking.
The problem has given rise to a growing frustration in the Con-
gress over the seeming inability of many nations in the hernisphere
to eliminate or curtail the prodiction or transshipment of cocaine
and marijuzna destined for markéting in the United States: On the
other hand, there are valid concerns or the part of our Latin
American allies that were it'not for the demand problem in the
United Statés, the drug issue would be of more manageable propor-
tions: ‘ T o

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

In the post-World War II 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 expansicnism in particular, led
us to take a series of exiraordinary steps fo respond to the threat.
These steps ranged from implementing the Marshall Plan for West-
ern Europe, to establishing NATQ 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 America,
and throughout the Caribbean. 8 ‘ -
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:3 The most powerful-of the Latin American drug catrtels are locat-
ed in Colombia. The Colombian cartels constitute an international
underworld 50 extensive, so.wealthy, and so. powerful, that today
they operate virtually uwnchallengéd. They have organized them-
selves into elaborate conglomerates for the purposes of growing,
harvesting, processing, transporting, selling and repatriating their
profits from cocaine and marijuana. Memrlike 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 procesging centers in the nearly impenetra-
ble rain forests of the Amazon River Basin in Colombia—factory
complexes capable, in a week’s time, of converting tons of coca
paste flown in from Peru and Bolivia into crystalline cocaine. The
finished product is then flown across the Caribbean and Central
America to the United States. It is estimated that there are five
dollars of profit for each dollar the cartels invest in the farm-to-
market process. ‘ ] '

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

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

tates. = : - :

DomEesTic EFFECTS OF INTERNATIONAL DRUG TRAFFICKING

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

. In addition: . - : S :

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

-, sumed here in the Unifed States; o

—some twenty million Americans smoke marjjuana, nearly six
million regularly use cocaine, and half a million are addicted
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. Cocainerelated deaths have-risen from
under 400 in 1983, to nearly.1,400'in 1987, the last.year for
which such statistics are available; : . .

—it: is estirnated- that T0 percent of all violent crime. in the.
United States is drug-related; ,

9

—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 eocaine 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 cannot come up with a reasonable estimate as to how

much cocaine reaches the streefs 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.

ErrFeCcTS oN FoREIGN COUNTRIES

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

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

While Colombia’s demacracy 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 money-
laundering center. The trend toward democratization was reversed
in Panama, and Noriega now presides ‘'over the -hemigphere’s first
“narcokleptocracy.” ! - :

The corrupting influence of the cartels has now been felt
throughout Latin America and the Caribbean. The Subcommittee
received testimony.thai 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 devoied to joini-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- perceni 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.

! Seo Subcommittee testimony of Ramon Milian 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 Hajtian
military which, in turn established a distribution network in the
United States. This network is characterized by a high level of vio-
lence associated with its operations. - ’

The ‘cartels now pose a serious threat to Costa Rica, having es-
tablished themselves in 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 ‘lequipped 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
Luminose’s efforts to topple the democratically-elected government
of that country. ' -

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

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 1o be.a
gnmary source of heroin and marijuana entering the United
-States. : ’ - - : S
~ Elements of the military in Honduras-are involved in.dtug-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 om:every
aspect of life in that couniry, there is concern that the experience
in Panama could be replicated in Honduras. : L :

In Paraguoay, drug corruption within the military also has been &
serious 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 marcotics 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.”? QGeneral’ Andreas Rodriguez, the master-
mind -of the coup, has been linked.in press reports as a major
figure-in the drug trade: - o 2 . —

ToE NATIONATL SECURITY IMPLICATIONS OF THE DRUG TRADE

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

# International Narcotics Control Strategy Report, US Department of State, Bureau of Inter-
national Narcotics Matters, March 1988, p. 100. -
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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-
commitiee, describéd the problem very succinctly when he ob-
served: . ‘ , .

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

Such, alliances have beéri éstablished with left-wing insurgent
groups such as M-19 in Colombia, and the 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 Subcommitiee found, even the Nicaraguan Contras fight-
ing to overthrow the Sandinistas were not immune from exploita-
tion by narcotics traffickers. J

If allowed to continue 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 serious threat to the consolidation of de-
mocracy throughout Latin America.—The basic foundation upon
which democracy rests is respect for the rule of law and the guar-
antees it provides for individual 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
been relegated to the backwaters of U.S. foreign policy concerns. It
was not until recent years, when domestic cocaine usage reached
-epidernic proportions and drug-related violence on the streets of the
United States reached crisis levels, that serious attention has been
Ppaid 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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-.- SYNOPRSIS OF THE ReroRT

In preparing this report, the Subcommittee, has attempted to
define the nature of the problems assotiated with the operations of
the cocaine cartels. There are individual chapters devoted to Co-
lombia, Panama, the Bahamas, Haiti; Honduras, arid Cuba and
Nicaragua. The. Subcommittee had neither the time nor the re-
sources 1o addréss other major problem countries such as Mexico,
Paraguay, Perui, and Bolivia, or the emerging problems in Brazil.
Nevertheless, the problems and the patterns of corruption are simj-
lar in these countries as to those addressed by the Subcommittee.

‘A séparate chapter-is dévoted to”the allegations of involvement
of drug traffickers with the Contra movement and their supply op-
erations. - - R

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

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

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

The members of the Subcommittee are hopeful that, if nothing
else, tlyls report will stimulate significant debate and reflection
both within and outside our government. The stakes are very high
for us and for our friends throughout the hemisphere. This entails
understanding all the dimensions of the problem and the events
and circumstances that contributed to the development of the car-
tels. A_fter 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.

OpeN Issurs AnD SuBsecTs REQUIRING FURTHER INveSTIGATION

This report should be considered a first step toward a fuller un-
derstan_dmg 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 guestions which call for
further study.
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1. The Subcommitte investigations of money laundeéring allega-
tions involving the Bank of Credit and Commeice International
should be completed. Developing an effective strategy against
money laundering will require a more complete understanding of
the way drug traffickers move, hide, and invest the profits from
the profits from their illicit activities." ‘

.. The -Subeommitteels work thus far suggests that if..the banking
system _can be closed to drug money and if assets owned by the
‘drug . cartels. can be.-seized, large- scale trafficking. can be more
easily controlled. . - -: . ¢« - - . - L

2. Serious guestions abut the adequacy of the Neutrality Act in
controlling the aetivities of mercenaries and soldiers of fortune
arose during the hearings: The Subcommittee should examine the
problems the Department of Justice has had using the Aet and con-
gider its revision. . - : o : '

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

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

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

are-reporis of guns for drugs exchanges and significant drug relat-
ed  cotruption.. The 1988 International Drug Control Strategy
Report. prepared by the State Department, obliquely acknowledged
the problem, stating:“individual resistance elements reportedly
engage in opium production and trafficking as a source of income
.to provide. staples for populations under their control and to fund
weapons purchases.” 3 Further it has been alleged that weapons for
the resistance were diverted to the international arms market.
5. The March, 1989 International Narcotics .Control Strategy
Report again raised concern that drug-related corruption has con-
tinued to undermine narcotics law enforcement in Mexico. -The
Report described.the emergence in 1988 of “an.increasing number
of Colombian traffickers, within Mexico, involved primarily with
facilitating the transshipment .of cocaine to -the .United States.” ¢
The level of drug related corruption in Mexico continues to be a
priority concern of the Subcommittee. While there was neither the
time nor the resources to investigate thoroughly the.situation in
Mexico,-this will be a continuing focus of the Subcommittee’s work
in the future. S C e . )
. Other pending business includes the effort by the Foreign Rela-
tions Committee to obtain access to an unexpurgated version of
Oliver North’s notebooks. The notebooks contain numerous refer-
"ences to the drug issue but could not be deciphered because key
sections had been deleted by North- and-his attorneys. On April 4,
1989, those notebooks were turned over by North to the Independ-
ent Counsel in connection with his trial, when North waived his
Fifth Amendment rights and choose to testify. The Subcommittee
will. continue to seek to obtain those notebooks. A detailed discus-

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

¢ International Narcotics Control Strategy Report, U.S. Department of State, Bureau of Inter-
national Narcotics Matters, March 1939, p. 108. -




14
sioni. of the North notebook problem has been included as an b.ppeﬁ-
G tothisroport, S ap

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

mian ecoridmy throughout its History. The Beakiamas is 4 chain of .

7007coral islands of Which just 29 are inhabited. The Bahawiah ar-
chipelago stretches 750 miles, from Cuba and Hispariola to Just 40
miles:off the southeast coast of Florida, ~ # ¢ = - _#s =
- Inthe yéars after World War 1T, -the development of the Baha-
miah‘economy-focysed on toiitism, while-a gioup of British busi-
nessmen known locally as-the “Bay Street Boya” 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 Bahdmian "Party; the Progressive Liberals Party
(PLP), led by Lynden Pindling, took power, B
Within .a- year of its' 1978 independence from Britain, Bahamian
law enforcement authorities-were warning' that ‘diug trafficking
‘Was a_“serious’ problem,” and by 1979, th4t problem was @ crisis i
In' the'late 1970, both' tHe narcétics smuggling ‘and govérnment
corruption in the Bahamas grew at ah extraordinary Tate. Initially,
marijuana was the - pincipal narcotic siuggled through the Balia-
has, bitt cocdinié became an increasingly significant factor in ‘the
‘edrly 1980’8, Asof 1988, the” Bahamas remained a major transit
‘country for both ‘drugs, with-50 to 60°percent of all the cocaiite and
?aﬁ;luanar entering’ the U.S. transiting through Bahaniian - terri-
oryE STe MR CTETE e e e
Witness after witness appearitig® before the Subcotamittee testi-
fied to using one or" another Bahamian island to drop drugs for
‘transfer to fast boats or small planes:® - o T
- Linis “Keéjak™ Gardia, a former smigglér who gavé iip this voca-
tion volintarily to become a DEA informant, testified that by di-
viding a load of drugs’among ten fast Hoats cothing from' the Baha-
mas he could limit the risk’of interdiction to a fraction of the total
léad: Customs, he said, would be forced to choose which of the ‘ten
boats to intercept. They simply lacked the men and equipment -to
stop all ten.* The witnesses dgreed that the U.S. Customs Service
and the Coast Guard could not possibly check the thousands of
‘boats and planes traveling regularly between:the Bahamas and-the
United States.s>.- v - R N
~ While the geography of the'Bahamas is idéal for smuggling; and
inadéquate law eriforcément resources assure traffickers of being
-able to Hiove significant/‘quantities of drugs t¢ the United -States,
cooperation from- Bahamian officials to ‘protect their operations

' “Paradise Lasi,” The London Sundiy Times Magazing, Sept. 29, 1985, p. 84, .
15; International Nércotics Control Strategy Report, 1.8, Departm_ent of Staté, March 1988, p.

8 Subcommittee testimony of Gart Betwzner, Part 3, April 7, 1988, p. 252 and Subcommittee
testimony of George Morales, Part 1, July 15, 1957, p. Gﬂp and Part 8, April 7, 1988, p. 306; also
see generally subcommittee testimony of Luis Garcia, Part 1, May 27, 1987 pp. 5221, .

% May 26, 1987; prehearing interview with Luis Garcia. . .

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

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

United States for almost 4 years beginning in early 1979.

At that time, I supervised an operation which smuggled
tons of drugs mainly from Colombia and Jamaica by way
of the Bahamas with complete impunity. That was accom-
plished by paying for protection fo the Bahamian authori-
ties from the lowest ranking officer.to the highest. politi-
ciang 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 havé been so stccessful.? )

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

According to Garcia, a typical shipment of 6,000 to 8,000 pounds
of marijuana “cost $130-150,000 in bribes to Bahamian officials.
Most- of that went to police, immigration and custom: officials.
Among these bribed were the chief of the Bahamian drug task
force, whom @Garéia said he had on his payroll, and a former chair-
mari of the PLP, thé ruling party in the Bahamas. Official payoffs,
Garcia estimated were about 15 percent of the total cost of a mari-
juana shipment:®? - - T o
~ Tn'the early 1980’s, the bribes ensured the smugglers a sanctuary
from U.S.patrols. As Gércia testified: - t .

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

the .otean and you see them coming, you can turn aroiind

and head back .into the islands, and of course. you are

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

‘GrowTH oF QFricIAL CORRUPTION WITH VESCO AND BANNISTER

In 1972, Robhert Vesco fled the United States having been accused
by law enforcement authorities of lootimg $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 polifical “fixer” named Everett Bannister who was
cloge to Prime Minister Pindling: In time, Vesco gave Bannister
“carte blanche” at the Bahamas Commonwealth Bank. Banwister
and Pindling in return provided Vesco protection from extradition.
Ini part, as a result of his dual relationship with Vesco and Pin-.

6 Betzner testimony, Part 2, pp. 252-253; Morales testimony, Part 8, p. 293, Part 1, p. 61 and
Garcia testimony, Part 1, p. 10.

7 Garcis testimony, Part 1, p. 5.

8 Thid, pp. 6-11.

9 Thid, pp. 7-10.

10 Thid, pp. 13-14.
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‘dling, Bannister became incréasingly influential in the Bahamias,
and became known to many narcofics traffickers-as a man who
‘could provide protection to them “from the top.” 11 -~

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

Everett Bannister assisted 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 without official
interference, and warned them of impending drug raids,13

Usk or NorMAN's CAY FOR SMUGGLING A
“ Beyond his influence with high government officials through the

involvement in the Bahamas Commonwealth Bank, a second conse-
quence of Robert Vesco's activities in the Bahamas was the arrival
of Colombian. cocaine traffickers.. Vesco had left the Bahamas in
1972, after the bank failed and U.S. pressure to extradite him grew.
But he returned in 1978, after establishing a relationship with the
Colombian drug dealer Carlos Lehder. Lehder -and Vesco became
regular companions 6n the islands, and Lehder decided to use the
Bahamas. as his base. for smuggling cocaine.to the United States.14
In 1978, Lehder bought most of Norman’s:Cay; one of the Exuma
Islands, fifty miles from Nassau. By the end of the year, Norman’s
Cay was home to a group of some forty Lehder employees who
drove the other residents and itinérant visitors away.from the
island at gunpoint. Lehder built a large-hangar which had cocaine
storage facilities ‘inside ‘and wads using the island as'a trangship-
ment and distribution point for cocaine eoming into the United
States.15 L b ot - i
Lehder’s behavior led a number of U.S. property owners on the
island to protest the confiscation of their property to the U.S. Em-
‘bassy in' Nassau. In July 1979, one of the- Americans, Professor
Richard Novak, delivered records of the. drug flights—supported by
photographs and movies—to the then-American Charge d’Affaires,
Andrew Antippas. After meeting with Antippas and the DEA offi-
cers stationed in Nassau, Novak returned to the island by small
plane, accompanied by his son, to collect his belongings. Without
Novak’s knowledge; Lehder had learned of his visit to the Embassy
and his complaints about the cocaine operation. Lehder's associates
sarrounded the .plane when it returned, smashed the radios,

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

24 Garcia testimony, p. 15; Bannister testimony, pp, 34, 86.

14 "Cocaine Islands,” NBC Nightly News, April 30, 1987.

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

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 operation to Haiti.2?

Despite two more “raids” on the island, about which Lehder also
received advance warning, the smuggling operation on Norman’s
Cay continued without interference andin fact became even more
outrageous. Lehder then began a public campaign against “police
harassment” and “U.S. imperialism.” During the 1982 celebration
of Bahamian independence, Lehder flew his light plane over the
Nassau park where-the festivities were taking place and dropped
leaflets saying “DEA Go Homie.” Many of the leaflets had $100
bills stapled to them. These leaflets showered on the heads of the
Prime Minister and U.S. Charge d’Affaires Antippas.28

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

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

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

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

. Senator Kerry. You heard the phone call? .

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

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

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

18 ‘I‘E‘aradise Lost,” The London Sunday Times Mogazine, September 29, 1985, p. 31.
17 Thid.

18 Thid.

19 Bannister 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. ‘

RespoNsE BY UNrrED STATES TO LEHDER PROBLEM

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

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

Law enforcement agencies and prosecutors in south Florida
noted the policy shift. These officials were attempting to obtain
St_ate 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 indifference and in some

_cases hostility from the Ambassador.23 =~ - R

On September 5, 1983, NBC “Nightly News” exposed the Nor-

man’s Cay scandal and directly 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 drugrelated corruption in the Bahamas. The Inquiry
report led to the resignation of two cabinet officials and the Pros-
ecution, but later-acquittal, of some’ police officials. The operation
on Norman’s Cay came to an end and Lehder returned to Colom-
bla-.; None- of these events changed the role of the Bahamas as a
major 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 agait became a major priority of the Embassy. :

26 Thid, p. 36.
21 Subcommittee testimony of Admiral Daniel Murphy, Jul 14, 1888, Part -
22 NBC, Broadcast, March 15, 1987, TR Y » Part 4, po- 255-260.
*3 Subcommittes testimony of Richard Gregorie, July 12, 1988, Part 4, pp. 160-161.

19

- EXTENT oF BAHAMIAN CorkRUPTION TODAY

The State Department’s anniual 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 méake the Bahamas at-
tractive to drug traffickers.” 2¢ The report notes that investigations
into official corraption appear to be limited to low-level enforce-
ment officers and fail to deal at all with higherlevel corruption.
Even when corruption is found, suspected law enforcement or mili-
tary persorinel are not normally charged or tried in court for their
offenses. Instead, they are merely forced to retire.2s

Other evidence of the continuing problem with official corruption
in-the Bahamas is the re-nomination of George Smith and Kendall
Nottage for parliamentary seats by the Progressive Liberal Party.
Both won their seats despite the fact that they were identified in
the 1984 Commission of Inquiry Report as being involved in narcot-
icsrelated corruption.2® 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.” 29

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

lem. The United States has for-more than three years sought extra-
dition of Nigel Bowe, a Bahamian lawyer with strong ties to the
PLP and the Bahamian government. To date, the Bahamians con-
tinue to stall his extradition.3? :
" .The Bahamian response to the U.5. on the Bowe extradition
isgue has been,inadequate at best. Bahamian officials argue that
Bowe is a rich man and using the best legal talent in the country
to delay extradition. What that explanation fails to address is the
question of why the Bahamians themselves have not investigated
Bowe's activities. U.S. law enforcement 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 authorities if they are indeed concerned.with cooperating .
with the U.S. in the war on drugs. ' :

Nevertheless, the United States has continued to certify the.Ba-
hamas ag providing “full cooperation” in fighting the war on drugs.
The United States has done 8o ¢on the ground that the Bahamas

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

26 Thid,
!
id.
23 Thid, pp. 154-155.
0 INCS%, Department of State, March 1989, p. 123.
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has taken adequate steps on its own te control drug production,
trafficking and money laundering.

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

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

-BamaMas Seexs 1o 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 suggesied that public attention be focused on the
demarid side of-the drug issueé, thus diverting attention from the
narcotics-related: problems on the - islands.- The -Black-Manafort
principal assigned to the matter; Matthew Freedman, was a former
senior A 2S’l;ai:‘e Department official who had handled narcotics
issues.32- ' - ' ) :

- Shortly after the 1984 U.S. election, Black-Manafort advised the
Bahamian government that “perception by ‘Official’- Washington
will frequently drive the realities which will affect . .". policy deci-
sions. In this regard; the Government of the Bahamas is operating
in a négatively charged atmosphere.” 33 - - v ‘

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

Black-Manafort advised the Bahamian government that it
needed to lobby both the Executive and Congressional branches of
the United States government, beginhing with the National Securi-
ty Council to mobilize political support for the Bahamas and to
focus the Departments of Defense and State 50 as to “affect Treas-
iry 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.8. in its dealings with the Bahamas.3% Black-Mana-

31 Thid, p. 122.

2: Isbq‘:iuﬁtﬂtl and Development Assistance, S. Hrg. 100-361, Part 2, March 16, 1987, p. 48.
id, p. 44. .

:: %gdrfmrandum, Black, Manafort & Stone to Government of Bahamas, November, 1984,
i .

21

fort was to charge the Bahamas $800,000 per year for representing
them on these matters, and the firm was ultimately retained by
the Bahamian government.3® . . :

In addition, a former coordinator of the South Florida Drug Task
Force, Admiral Daniel Murphy, who participated in the previously
mentioned 1982 meeting with Prime Minister Pindling, testified
that he solicited the Bahamas as a client for his consulting firm,
Gray and Company. He was unsuccessful.®?

. The role of the U.S. consultants raises troubling questions about

conflict of interest. Narcotics.issues are indeed “national security
issues.” The Subcommittee believes it is not in the interest of the
United States to have former government officials, whether from
the Congress or the Executive Branch, who held policy positions
dealing with narcotics law enforcement, to use the knowledge they
have obtained to work for a foreign government whose officials are
implicated, either-directly, or indirectly, in the drug trade.

BanAMIAN “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 consultants. For instance, the govern-
ment allowed the installation of an aerostat radar, set up joint-air

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

mian territory in hot pursuit of drug traffickers. Yet the coopera-
tion remained far from complete. For example, the government
continued: t6 allow foreign nationals arrested for drug smuggling
leave the country after posting bail, and continued to make it diffi-
%t fosr JJ.8. duthorities to participate in the: destruction of seized
S_S L - . . -

-« The Bahamian willingness to cooperate with interdiction efforts
has created a pro-Bahamian constituency- in interdiction-related
agencies such. as the Customs Service. But the increased level of
interdiction. cooperation has neither cut the amount of cocaine
coming into the United States from the Bahamas, nor has it led to
the destruction of the major smuggling organizations. Indeed, as
Deputy Assistant Secretary of State for Inter-U.S. Affairs Richard
Holwill noted,.“ . . notwithstanding the cooperation, there has
been an increase in trafficking.” 3¢ The Assistant Secretary of
State for International Narcotics Matters and the Administrator of
the DEA acknowledged that the Bahamas rémains a Significant
transshipment point.*° _ S ,

, E , CoNCLUSIONS  © - N
The case of the Bahamas illustrates many of the failings of
United States foreign policy as it relates to narcotics: )
‘1. Policy was made at the Embassy level with little apparent
interagency coordination.” When ambassadors changéd; and U.S.
anti-drug efforts in‘connection with the Bahamas diminished, the

26 Thid. .

37 Tbid. es : -

38 Foreign Agent Registrations maintained by Secretary of the Senate, 1985-1988.
39 Mu.rp%r testimony, pp. 268-264,

4¢ Suheommittee testimony of Richard Holwill, July 11, 1988, Part 4, p. 61.
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decieased. attention to the problein went largely unnoticed in
Washingtén, - : ;TESY um S
_2. There was not any coordinated follow-up to strong initiatives.
The Vice President’s meéting Wwith Prime Minister Pindling was
followed by a foursyear hiatus before significant pressure was ex-
erted on thé Baharhian Governmeént relatiye to the drug fssue, |

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

4. There was little or no direct coordination between the US. 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 citizers 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.8. government
appears to have recognized the significance.of the threat posed by
the continued use of the Bahamas as the most significant transit
point for illegal drugs coming into the.United States. There -are
some areas,.such as in the arrest and deportation of drug traffick-
ers found smuggling through pre-clearance procedures, in which
the Bahamian governmeént is now cooperating with the U.S. .

Yet the Bahamas continues to be the major transit point for co-
caliie and marijuana coming into the U:S. Even though laws have
been -enacted to allow séisure of -drugrrelated assets, no'stich sei-
zures have taken place: Few; if any, drug traffickers arrested in the
Bahamaé are convicted ard jailed. The result Suggests to ‘mhany
that the Governmeént of the Bahamas is not sincere; but engaged in
d'rdther cynical exercise to placate'the United States. -

For-this reason, one’of the- most important issues in Utiited
States-Bahamiah drug cooperation is extradition, especially of per-
sons indicted in the' United States who Lave alleged ties to Baha-
mian government officials: ~ = ’ B

In the past, the U.S. ‘Customs Service has expressed somie con-
cern over the granting of pre-clearance privilegés 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 arrested in-a foreign country with which we have such
agreements, particularly-if there-have been historical problems as-
sociated with extradition. Customs has ‘expressed the ‘concern that
some individuals who otherwise would have been arrested..upon
reaching the U.S.' may escape punishment following an arrest in
such a country.

The State Department has argued, however, that pre-clearance
can serve the useful purpose of .alerting U.8. 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 cnce 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 the Bahamas, or
has allowed narcotics traffickers to escape punishment. If the bene-
fits do not outweigh the costs, the U.S. should announce our intent
to terminate this agreement within one year unless substantial
progress is made in resolving these problems. In addition, thé Sub-
committee, believes the President should retain, as an optional
sanction, the ability to terminate any nation that has customs pre-
clearance if it is determined the nation does not fully cooperate
with the U.S. in the war on drugs.

ArreENDIX: DENIATL 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 Commiittee 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 beéeh 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 27,7 1988, and the Septem-
ber 5, 1983, NBC transcript are included as appendixes at the end
of this gection. .
11.8. DEPARTMENT OF STATE,

: Washington, DC, December 27, 1988,
Hon. CramorNE Perr, o ]
Chairman, Committee on Foreign, Relations, P
US. Senate, Washington, DC. . : :

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

After careful review and consideration, we find that we have no objection tothe _

declassification and release of document No. 1. ]

We have no objection to the release in part of documents Nos. 7, 10 and 11. Those
portions that must be withheld are bracketed in ink. In all cases where material has
been excised, the relevant subsections of Executive Order 12356, Section 1.3(a)(3) and
(5) are noted in the margin. We believe that despite the passage of time, the prema-
ture disclosure of this material would have an adverse effect on sensitive issues in
United States relations with The Bahamas. It contains foreign government informa-
tion provided in confidence and confidential US Government assessment and Tesom.
mendations. :

Documents Nos. 2, 8, 4, 5, 6 and 8 must be withheld in full. Documents Nos. 2, 4,
5, 6, and 8 are essentially comprised of sensitive material, the disclosure of which
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 as confidential US assessment and recommendations. In addition, document
No. § wholly and documents. Nos. 5 and 6 concirrently, ere comprised of delibera-
tive material which must be withheld under Section (b)X5) of the Freedom of Infor-
mation Act (Title 5 USC Section 552) as comprising inter-agency or intra-agency
co%nu.njcations exempt from disclosure under the deliberative process or gimilar
privilege, . . .

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 Bahavnas, As above, these docu-
ments contain foreign government information provided in confidence as well ag
confidential US government assessment. Therefore, the Department of Justice
should be asked to review this material. We have written the relevant subsections of
E.0. 12356, Section 1.3(2)(8) and (5) in the margin adjacent to the sefisitive material,

1 understand that officers of the Department are in direct contact with your staff
concerning this review. Altérnatively, 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. Epwarb Fox,
Assistant Secretary Legislative Affairs.

Enclostires: Documents Nos, 1 through 12 ©~

L - -, [Memorandum]
Te: Department of Deferige: Attention: Ms: Helen Young. -

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

Date: Séptember 5% 19383, 7 p.m., Washington, DC, .

Subject: The Navy and Bahamas. o ’

Tom Brokaw. Robert Vesto is Afnerican’s most notorious fugitive, For years law
enforcement officials have been trying to nail him on a variety of charges, most of
them rﬁlgtéc] to the disappearance of millions of dollars from.a company that Vesco
controlled. . : , -

. Tonight in this Special Ségment, Brian Ross describes how Vesco continues to live
his life on the lam in luxury, now in thé Bahamas, where the Vesco connection da
pewerful and illegal. : . L : ST et

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

- “The island is‘called Normean's Cay, and here,'in the middle of nowhere; a Smug-
gler’s dream. Refrigerated hangars store tons and tons of cocaine -and.a million
dollar paved runway long enough to handle jet planes, B . :

Thig is the man who dreamed the smuggler'’s dream, the man at the top of the
Norman's Cay smuggling operation: Robert Vesco; the accused Wall Stteet mastér
swindler who ﬂedufhe United States ten years ago and is now said to have made
millions of dollars in the drug business in the Bahamas since the late seventies,
when these pictures were taken.

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

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

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

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

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

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

Sgconp MaN. Law abiding Christians——

[Crowd reaction.] - ’ ’

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

A Justice Departmerit intellizence report says & Vesco associate has been, “alleg-
%dl‘y paying t:pgroximately $100,000 per month in Bahamian officials, including

rime Minister.” . ' 3 :

Mzr. Prime Mj:nister, 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
of being involved in’ drug. corruption with Vesco and others, speak beldly against

S, .

’Iu‘grmn Max. I say crime and drugs is frustrating our positive image in the coun-

try. ’
1—"1720551. This is Kendal Nottage & member of the Bahamian parliament and a gabi-
net minister. NBC News has learned that this summer, the FBI was actually
making plans to try to arrested Nottage as part of a big Federal effort to crack
down on the drug business. . ) .

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

- Ambassador Lev E. DoBriansgEY. T've stopped it.

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

Ambassador DoBRIANSKY. 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 coiming through the Bahamas.

Foukta Max. South Florida is not rid of all of it vet, not as leng as we have the
Bahamas over there. ) :

Rogs. -Police in Florida are making dozens of drug arrests every day but the
supply of cocaine hasn't gone down, it’s gone up. And it’s gone up because of the
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 the Navy bases in the Bahamas than
drug bases in. the Bahamas;

Brign Ross, NBC News, in the Bahamas.

COLOMBIA
InrrODUCTION

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 imto a powerful,
vertically integrated, multinational industry. Their political and
economic influencé is felt not only in Colombia, but throughout
Latin Arnetica. 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-

! Subcommittee testimony of General Paul Gorman, Part 2 Feb. 8, 1988, p, 31.
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litical stability, but in the context of a government ovér which they
exercise control. In Colombia, democracy siill exists, but many of
its institutions have been reduced to near impotency. The Colombi-
an judicial system, for instance, has been effectively neutralized as
the government has proven incapable of arresting or prosecuting
gl;et major traffickers, much less extraditing them to the United
ates. : ’ .= :
In many respects; Colombia is the country that holds a key to the
future of cocaine trafficking in this hemisphere. As Colombjan 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 pursue.”These
differénces have undermiried anti-narcotics policy in that country.
Testifying before the Subcommittee, General Paul Gorman, the
former head of the U.S. Southern Commanid, detailed shortcomings
in U.S. narcotics policy as it related- t6 Colombia. Gorman made
four points: , . S
First, we have been promising the Colombians material -
help since 1983. We have simply not deélivered. Whether -
that help is radars or modern helicopters or actionable in-. -
telligence, the rhetoric of the United States has consistent- -
ly outrun its performance.. =~ - o L
- Second, we have reached for shori-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 weuld draw upon the respective
strengths of both countries.
Third, we have failed to bring American technology to
. bear, either for short-term tactical advantage or for longer
" -range developments which might promise a decisive strate-
gic defeat for thé narcotraficantes. : :
And four, the U.S. has failed to engage the capabilities
_ of the Colombian Armed Forces.2 ' S
Gorman characterized U.S. efforts in dealing with the Colombi-
ans on this problem as having been “half-hearted.” 3

Oricns oF NarcoTics TRAFFICEING v COLOM®REA .

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

The cultivation of marijuana was introduced to Colombia by Pan-
amanian. growers around the turn of the century. However, it was
not grown in any significant quantities 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 actually supplant-
ed Mezxico as the chief source for marijuana worldwide.4 - :

le_tl;tlgcomé::gittee testimony of General Paul Gorman, Part 2, Feb. 8, 1988, pp. 33-84.
id p. 33. ’ .
4 Bagley, Foreign Affairs, Vol. £7, 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.®

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 smugglé mari-
juana valued at some $40 million a shipment. At the time he was
arrested in 1986, Ritch had a barge ready to leave Colombia that
was loaded with more than one million pounds of marijuana and
valued at between “$300 and $400 million.” & Ritch had profited
enormously from the marijuana trade, but his profits never ap-
proached those made by major Colombian criminals in the cocaine
industry. .

Coca, the base for cocaine, traditionally was grown and used by
Colombian natives for generations, but was not proeduced 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 belongings on commercial airlines.

This small. scale smuggling of cocaine into the United States
became a major enterprise in the 1970’s when a group of Colombi-
ans including, Pablo Escobar, Jorge Luis Ochoa Vasquez and Carlos
Lehder, seized cortrol 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-
biz 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.

- OriGIN oF THE CARTELS

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

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

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

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

7 Foreign-Affairs, Vol. 67, No. L p. T4~ =

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

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

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

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

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

. Cooperation among the trafficking organizations has even been
extended to risk-sharing associated with drug shipments sent to the
United States.-As the International Narcotics Control: Strategy
‘Report says, “shipments appear to belong to several organizations.
This avoids sending half empty planes or beats;, and, more.impor-
tantly, immunizes individuals in the event of seizure. It is reported-
ly now possible to insure a load against seizure.”’1% ,

As cooperation among the Colombian drug organizations in-
creased, 50 did the production of coeaine. For example, in Florida,
in the spring of 1982, Customs officials at Miami International Air-
port discovered 3,906 pounds of cocaine—more than four times the
previous record seizure. That seizure, despite its size, did not drive
up the price of cocaine on the streets, suggesting that the flow had

not'been interrupted in any meaningful way.

" ORGANIZATION AND WEALTH

. The cartels became in essence, '.'ver[:icallj integrated busiﬁesseg
controlling anywhere from 60% to 80%. of all the cocaine coming
into the United States. The Medellin Cartel, in particular, perfect-

2 Thid, p. 248.

‘10 Foreign Affairs, Vol. 67, No. 1, p. 76.

1! Subcommittee testimony of Ramon Mhan—Rodrtﬁ'uez, Part:2; Feb. 11, 1588 p. 249,

2 Subcommittee testimony of Richard Gregorie, July 12, 1988, pg. 130. Lo

33 Closed Subeommittee testimony of Miami Lewyer, April 6, 15?8, p. 84. .
91“ International Narcotics Control Strategy Report, U.S. Department of State, March 1987, p.

29

ed the cocaine smuggling business into a high-tech trade based on
specialization, cooperation and mass-production. Escebar wag re-

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

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

One witneéss described how the Cartel leaders are served by an
array of “underbosses” who handle specific contract assignments.1®
Many of the underbosses made arrangements with North Ameri-
can “transportation organizations’” which flew Cartel drugs to the
UU.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 . - '

This eomplex and elaborate organization earns an estimated $§8
billioh for the cartels each year. Forbes Magazine has listed Ochoa
and Escobar as among the richest men in the world.18

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

In testimony before the subcommittee, a Miami lawyer who met
cartel membeérs in Colombia described an enormous ranch with
many theusand head of cattle, a palatial farm house and swimming
pool:20 - ' o -

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

Rather than being perceived as cutlaws 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
js 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-
erg and supported Colombian charities. Where they have not been
able to buy political influence, the cartels have resorted to violence.

15 Gorman, Part 2, p. 30.

16 (Closed deposition of Carlton, December 4, 1987, pp. 146~147.

17 “America’s Cocaine Connection,” The Miami Herald, November 29, 1987, p. 28A
18 Forbes Magazine, July 25, 19BE, p. 64.

1% “America’s Cocaine Connection,” The Miami Herald, December 2, 1987, p. GA.
20 Testimony of Miami Attorney, ibid, pp. 27-28.

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

_In 1983, the cartels established large scale processing facilities.i
the Amazon région of Colombia at a locaﬁionp"t:ja].leﬂ; Tfanqu_r.lr:r.ndl;la-:1
The facilities, which were discovered and dismantled by the Colom:-
bian authorities in early 1984, were producing between two and
three tons of cocaine a weék. Astonishingly, the destruction of the
Tranquilandia labs did little to disrupt the cocaine trade.

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

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

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

ha’xrriel toﬁ;kj]led, f1_:13&11: son-of-a bitch.” 22 :
e Minister of Justice is not the only Colombian to have been
brutally killed by the cartels. In 1986 Colénel Jaime Ramierez
Gomez, head of the Colombian National Police’s Anti-Narcotics
Command and the man responsible for the seizure of some 27
metric tons of cocaine during a three year period, was sssassinated.
He was shot twenty-eight times in front of his wife and children.
On:December 17, 1986 Guillermo Cahu Isaaca, the crusading anti-
narcotics editor of the Bogota daily hewspaper, El Espértador, was
assassinated-on his way homefrom work. =~ - -: S
The killings were “carried out by hired organizations:from the
Medellin slums. Yet, none of the leading cartel members have ever
been directly implicated in any of the murders, and as one 1.8,
Drug Enforcement Administration official bemoaned: ‘“There isn't
a cop-that will arrest them; there isn’t a judge that will try them;
there isn’t a jail that will hold them.” 23 -

ApEQUACY OF LEGAL AND LAW ENFORCEMENT MEASURES

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

=2 PHCSR Dopitans o ' ‘

23 .’ Department of State, 1987 p. 93 and “America’s Cocaine Connection ” fami
Herald, December 8, 1987 p. 204, camne Connection,” The Miami

24 Tawn, p. 6.
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At the same time, the fact thaze the cocaine frade has grown
steadily in size and scope, and that the cocaine crganizations 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 paralysis is ex-
emplified by the problems associated with extradition of Colombian
narcotics traffickers to the United States.

What the members of the cartels fear most is extradition to the
United States. When the extradition treaty between the United
States and Colombia entered into force in 1282, 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 building and murdered eleven sit-
ting judges. The attack, which occurred on November 6, 1985 at the
Palace of Justice in Bogota, resulted in mors 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 pernding extradition cases. .

The United States has nevertheless twice tried to extradite Jorge
Ochoa from Colombia to the United States. Ochoa was indicted for
narecotics smuggling in 1584. 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 extradition effort was undertaken when Ochoa was ar-
rested in Spain in 1985 on drug trafficking charges. The United
States requested extradition from Spain, but Ochoa’s lawyers per-
suaded the Colombian government to file for his extradition to his
home country on the same charges. The Spanish judge decided to
.send Ochoa to Colombia where a judge released him on short order.

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

Gregorie went on 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.2? ,

=5 INCRS, 1988, p. 86.
26 Subcommittee testimony of Richard Gregorie, Part 4, pp. 144-145.

27 Thid.
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In November 1987, Ochoa was arrested by the Colombi i
and held in custody in Colombia on a charge of illegally in?pc?&lllﬁg
bulls into the country. The U.S. ther sought to have Ochoa extra-
dited v_nthoui_: 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 frmtratmg discussions in which one legal techni-
cally after another was raised, a 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
:;lgnggt}f?fgm% g}(l)ve’rnmtlent begI_sim an investigation of the judge re-

r Ochoa’s release. ' ' d’
ehoa o Eoaohoa’s e. However, the damage was done and

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

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

State Departmeént for the first several weeks. The onlv indicati
of high level interest in the matter was a lettar fi'lozauidtltcoﬁoer;
_l(‘}aeneéaln' Meese tq’ﬂtlﬁ E(%gmbcilans. It was only after Ochoa was re-
ased from prison that Presideiit Reaga 1 he i irec
with the Pregident of Colombia. san raised the = ed1r ectly

" The only major trafficker to have been extradited from Colombia

is Carlos Lehder, who w. expelled in February, 1987. H; -
victed on federal racketeering charges in August of 1988 :nvc;aiss 23111'-

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

ment attributed the Lehder extradition to the fact that all legal

proceedings in the case were completed before the Colombian ‘Su- |

preme Court ruleéd the extradition treaty was unconstitutional
Throughout the drug world, however, i_t;"‘)irs widely Bezlﬁg‘litr:cglﬁzl}lzlgg.lﬁ
Lehder was extradited because his fellow' driig dealers viewed him
as a liability, and wanted him out of thé husiness. Lehder’s col-
1eague§ felt he was talking ‘too much, using cocaine heavily, and
that.h;s actions were attracting too much ‘public attention 28 Ac-
cording to these sources, the cartels let the Colombian government
know they would not objeét to his extradition. . o
. The extradition problems in Colombia have pointed up the signif-
icant and more generic problems of government corruption in that
country. John Lawn, DEA Administrator, testified ‘that ‘“4ndivid.
uals who cannot be corrupted are given the option of silvér of lead
and judges in Colombia are given that particular option—that is
take the money or be killed—even those good individuals in today’s
enIvlirdznﬁnei?l;t ﬁlsni bthei:ns"elvescorrupted.” 2¢ - -

. ed, the dubcommittee was told that many Colombi fi-
clals had sold out to the cartels: For example, Eeigh thclﬁoﬁffd
the Colombian law enforcement non-existent, “. . . you could load
right at the dock in certain cities where the loading Would take
7plalgie_,_§pg kf[llt()W z& 'citjr,bor pay tertninal . . ?s6 i

Floyd Carlton-described how the murder of Justice Ministes -
nilla was actually coordinated with individuals inside thenxjﬁsiffst]f;;
28 Closed session tei'%imony of Roman Milien Rodriguez, June 25, 1987, p. 84.

29 Lawn, Part 4, p.
30 Ritch, Part 2, p. 63,
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“I'm there with Jdorge, Fabio [Ochoa brothers], both of them. . . .
and suddenly, I heard a convetsation in which right—apparently -
right from the ministry, offices of these people, informatién 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 operations against government
attempts 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,” 82

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

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

" According to Assistant United States Attorney Richard Gregorie,

most countries, including Colombia, will not extradite one of their
citizens if that individual might face the death penalty in the re-
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 Colombia fight against the cartels. These include an in-
crease in gpecialized assistance in communications and training for
anti-narcotics police. General Gorman suggested that the United
States should strengthen efforts to work with the elements of the
Colombian military and the police who have shown that they are
willing to take on the drug traffickers. -

81 Carlton Deposition, ibid., p. 147.
42 Gorman, Part 2, p. 81,
83 Gregorie, Part 4, p. 169,
34 Gorman, Part 2, p. 33.
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Finally, economic caﬁditions, in Colombia demand TI.8. goﬁérn—

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

ened by their offer to pay off the government’s $10 billiori ‘extérrial
debt, and by pumping billions of dollars,into the depressed Colom-
biah economy. U1.8. efforts could offset the cartel’s position by
working with members of the Colombian government on debf relief
solutions and long term economic development schemes. As in so
many Central and South American nations, deteriorating economic
conditions foster opportunities for subversion of democratic institu-

tions and policies.

Pace Lerr INTENTIONALLY Brawnk

(35)
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NARCOTICS TRAFFICKERS AND THE CONTRAS

L. InTroDUCTION

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

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

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

The Subcommittee found that the Contra drug links included:

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

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

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

—Payments to drug traffickers by the U.S. State Department of
funds authorized by the Congress for humanitarian assistance
to the Contras, in gome 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 Subcommitiee 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:

37

. . . took advantage of the anti-communist sentiment
which existed in Central America ... . and they undoubt-
edly used it for drug trafficking.* _

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

II. Tue EXECUTIVE BRANCH RESPOHSE to ContrA/DRUG CHARGES

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

‘Following that review, the State Department told the Congress
in April, 7986 that it had at that time “evidence of a Iimited
number of incidents in which known drug trafﬁcker’s tried to estab-
lish ¢onnections with Nicaraguan resistance groups.”

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

Following further press reports linking contra su_pply 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. ) ]

gin this repori:,y the State Department said, “. . . the avallab_le evi-
dence points to involvement with drug traffickers by a limited.
number of persons having various kinds of aiiﬁllatlons with, or po-
litical s athies for, the resistance groups.”

A yea.yrm lgter, 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 Squthem
Front in Costa Rica to narcotics trafficking was in fact far broader
than that acknowledged by the State Department in 1986.

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

2 L‘t.e deposition of Marcos Aguade, Part 3, p. 285. i .

2 §$f;mm ?Jf ?\%isconduct by the Nicaraguan Democratic Resistance,” State ]?epartment
document 38079%, April 16, 19?;65079

3 ent documen c. . )

& ﬁ:;a]giim Drug trafficking and the Nicaraguan Democratic Resistance, State Depart-
ment document % 5136¢, July 26, 1986.”
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With respect to (drug trafficking by) the Res_istancer
Forces . . it is not a couple of people. It is a lot of

people.s
The CIA’s Chief of the Central American Task Force went on to
We knew that everybody around Pastora was involved in
cocaine . . . His staff and friends (redacted) they ‘were
drug smugglers or involved in drug smuggling.®
The Justice Department was slow to respond to the allesati ns
regarding links between drug traffickers and the Contras, gIn' Ehe
spring of 1986, even after the State Department was. acknowledging
there were problems with drug trafficking in assoriition with
Contra activities on the Southern Fromt, the Justice” Departiment
was ‘adamantly denying that there was y substance to the nar-
cotics allegations. At the time, the FBI had significant informatisn
regarding the involvement of narcotics traffickers in Contra oper-
ations and Neutrality Act violations.? o o "
The failure of U.S. law enforcemént’and “intelligerice agencies to-
respond properly to allegations” concerning criminal activity relat-
ing to ’the Contras was demhqnstrqtéd: by the handling of the Com-
mittee's own investigation by the Justice Depariment and the CIA: -
in the spring of 1986. TR S
- Oni-May ‘6, 1986, a bipartisan group of Committee staff met with
representatives of the Justice Department,: FBI, DEA;, CIA z#nd
State Department to discuss the allegations that Senator: Kerry
had received information of N eutrality Act violations, gun rinhing
and drug trafficking in association with Contra organizations based
on the Southern Front in Costa Rica. ~:* - - - .~ = . ..
In the. .days.gleadipg “up to_the meeting, Justice ‘Department
spokesmen’ were stating publicly that “the-FBI had -conducted -an
Inquiry into all of these charges and nene 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 ‘““in-.
accurate.” ® The Justice officials confirmed there were ‘ongoing
Neutrality. Act investigations in connection with the allegations
raised by Senator Kerry. . ’ B

At the -same meeting, representatives of the CIA . categoricall
denied that the Neutrality Act violations raised by the Co%nmmtez
staff Bad in fact taken place, citing classifiéd documents which the
CIA did not make available to the Committée. In fact, at the time,
the FBI had already assembled substantial information confirming

18; I{g.;—(hntra testimony of Central American Task Force Chief, August 5, 1987, 100-11, Pp.
© Iran-Contra deposition of Central American Task Force Chicf, Appendix B, Val. §

1230, Also North Diary page QL704, March 26; 1984, “Pastora re'vealeglis drug dea]oer.” pp 2L

C:: leSee gf)t?ls“:?la, FEiIgétheEstngabve tlr;?tf:;als r?uleas,ig, jnFBdiscovexy,in US. v. Corbo and 7S v.

ro, Floris ; document ormation i i
tersbt;mm 1%8%—]1]].?1?6% I e had c?ﬂected regarding these mat- .
ationa’ ic io, All Things Considered, May 5,.1986, Bill B : T,

Moy 5 sgg Lubli hings red, May 5,. ,B Ul Buzenberg; New York Times,

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

In August 1986, Senator Richard Lugar, then-Chairman of the
Committee and the ranking' member; Senator Claiborne Pell, wrote
the Justice Department requesting information on 27 individuals
and organizations associated with the contras concerning allega-
tions of their involvement in narcoti¢s trafficking and ilegal gun-
running. The Justice Departmeiit refused to provide any informa-
tion in response t¢ this request, on the grounds that the informa-
tioni 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 Departmient had met in 1986 to discuss how “to undermine”
Senator Kerry's attempts to have hearings regarding the allega-
tions.12 o '

. The Subcommittee took a number of depositions of Justice De-
partment personnel involved in responding to the Committes inves-
tigation or in prosecuting allegations stemming from the Commit-
tee's investigation. Each deniéd participating in any agreement to
obstruct or interfere with a Congressional investigatior. In order to
place in their proper perspective the attempts to interfere with, or
undérmine; the Committee investigation, a lengthy chronology has
been prepared which appears-at appendix A ¢6f this report.

IIT. TeE Guns AND DRUG SMUuGGLING INFRASTRUCTURE DEVELOPS

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

DEA Assistant Administrator David Westrate said of the Nicara-
guan war: : .

It is true that people on both sides of thé equation (in
the Nicaraguan war) were drug traffickers, and a couple of
them were pretty signficant.1+

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

10 Winer MemCom, 5/6/86; Messick MemCom, 5/6/86; Marum Memcom; 5/6/86, Committee
Files; see_Iran/Contra Deposition of FBI Agent Kevin Currier, Appendix B, Vol. 8 pp. 205-206.

!1 Foreign Relations Committee-Justice Department correspondence, August 10, 1985.

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

18 Subcommittee testimony of General Pan] Gorman, Part 2, February 8, 1988 p. 44.

4 Subcommittee testimony of David Westratem, Part 4, July 12, 1988, p. 144




40

governments helped provide the FSLN with the money, weaﬁons,\

and the sanctuary they needed to overthrow Somoza. 15 -

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
others for shipnients of weapons to the Sandinistas.1s

Former senior Costa Rican Law enforcement officials told the
Subcommittee they were instructed to keep their narcotics investi-
gators away from the Nicsraguan border during the Sandinista
drugs on the aircraft delivering weapons, the officials, in éffort. to
avoid controvery regarding the. war, ignored the tips and let the
flights go.17

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

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

When the Sandinista insurgency succeeded - in. 1979, smuggling
activity in northern Costa Rica did not stop. Surplus weapons origi-
nally stored in Costa Rica for use by the Sandinistas were sold on
the black market in the region:'® gome of these weapons were
shipped to the Salvadoran rebels from the same airstrips in the
same planes, flown by the same pilots who had previously worked
for the Sandinigtas, 20 : ' ’ :

.Costa Rican law enforcement authérizes said_that the drug traf- 7

ficking through northern Costa Rica continued as well. They said
that their police units‘lacked the men, the communications equip-
ment and the transport to close down the airstrips and seize weap-
ons and drugs. 21 L ' '

Werner Lotz, 2 Costa Rican pilot serving sentence for drug smug-
gling, téstified that there was little the "Costa Rican governmment
could do to deal with the continuing 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 talking about 50 men to cover
400 kilotheters maybe.”22 S -

% Interviews conducted by Senator John F: Kérry with current and former Costa Rican law
enforcement officials, San Jose, Costa Riea, October 31, 1987.

26 Bubcommittee testimony of Jose Blandon, Part 2, Fébruary 9, 1988 pp. 138-139.

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

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

18 Lotz testimony, Part 4,-p. 674 and Subcommittee testimony’ of Frances-J. McNeil, Part 3,
Ap% i,j;tsss; p. 58. . : S

z ndon testimony, Part 2, p. 86 and McNeil, Psrt 3, p. 55, and Subcommittee testimony o
Floyd Carlton, Part 2, February 10, p. 196. ’ B ® testimony of

21 Herry interviews in Costa Rica, ibid.

22 Lotz testimony, op. cit., p. 630.

revolution. Even when they had received hard information about '
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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, 23 -

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

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

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

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

" “There was no money. There were too many leaders and too few
people to follow them, and everybody was trying to make money as
best they could.” 2+ . - : :

The logic of having drug money pay for the pressing needs of the
Contras appealed to a2 number of people who became involved in
the covert war. Indeed, senior U.S. policy makers were not immune
to the idea that drug money was a perfect solution to the Contra’s
funding problems. : : ~ o

As DEA officials testified last July before the House Judiciary
Subcommittee. 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, bée provided to
the Contras.2®. While the suggestion was rejected by the DEA, the
fact that it was made highlights the potentizal appeal of drug prof-
its for persons engaged in covert activity.,

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

23] otz, Part 4, p. 690.

24 1 otz, Part 4, p. 678,

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

27 Jbid., pp. 680, GB2.
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pilots soon began to use the Contra airstrips to refuel even when
there were no weapons to unload. They knew that the authorities
would not check the airstrips because the-war was “protected’.28

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

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

Santa Elena in Costa Rica, to avoid:

h_aﬁpg'drug traffickers use that site, and this was a con-
tinuing concern during the period: of June, July and
August.29 :

The concern highlights the degree to which the infrastructure

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

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

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

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

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

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

fonso Robelo, Fernando “El 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.3°
Duran was convicted of narcotics trafficking in Costa Rica in
L 1987 and jailed. o o ‘
—Gary Wayne Betzner, drug pilot who worked for convicted
smuggler George Morales. Betzner testified that twice in 1984
- he flew weapons for the Contras from the UJS. to northern
‘Costa Rica and retiirned to the United States with loads of co-
caine. Betzner is presently serving a lengthy prison term for
drug smuggling.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 11.8.32

.. VL. U.8. GoverNMENT FUNDS AND COMPANIES witH Druc
o ConNEcTIONS

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

28 Kerry interviews in Costa Rica, ibid.

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

30 Lotz, Part 4, p. 681; Letier of Eden Pastora to David Sullivan and Assistant Secretary of
State Elligt Abrams, April 10, 1388. .

31 Snbeomrmittee testimm% of Gary Betzner, Part 3, April 7, 1988, pp. 262-265.

32 Robert W. Owen, Iran-Contra testimony, May 14, 1987, p. 7; see alsp memo from Owen to
Oliver North, April 1, 1985, pp. 1, 3.
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—SETCO Alr, a coripany established by Honduran drug traffick-
. er Ramon Matta Ballesteros; ' . ‘
—DIACSA, a Miami-baséd air company operated as the head-
- quarters of a drug trafficker enterprise for convicted drug traf-
fickers Floyd Carlton and Alfredo Caballero; ]
—VFrigorificos ‘d¢ Puntaremas, a firm owned and operated by
. Cuban-American drug traffickers: ,
—Vortex, ali air service and supply company partly owned by ad-
mitted drug trafficker Michael Palmer.
~In each case; prior to the time itkat the State Department en-
tered into contracts with the company, federal law enforcement
had received information that the individuals controlling these
companies were involved in narcotics.
- Officials- at NHAO told .GAQ investigators that all the supply
contractor§ 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.3® Neither the GAO nor the NHAO
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 parts : . : S 41,120,90
Frigorificos D¢ Punatarenas, :as a broker/supplier for various serv- )
ices to Contras on the Scuthern Front : 261,932.00
VORTEX, for air transport services ........ . 317,425.17
Total 35......; 806,401.20

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

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

- paid. for with public funds; and what criteria were used for se-

lecting them? - ] t -

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

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

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

Ambassador Robert Duemling, Director of the Nicaraguan -Hu- -
manitarian Assistance Organization (NHAQ), 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, 1988.2¢ Ambassador Duemling also could not recall whether

33 Subcommittee interviews with GAQ anslysts, September 28, 1988, -
13; ar‘:] Subcog%mitbee Interviews with GAQ analysts, ibid.; interviews with Ambassador Duemling,
pril 6, 1988, -
35 Source for Payments to Suppliers: GAQ Analysis of NHAOQ Accounts: final figures provided
by Department of State to the Subtammittee on Narcotics, Terrorism and International Oper-
atjons, January 4, 1989. :
38 Duemling gtatement to Senator Kerry, April 6, 1928,
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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 before the Iran/Contra, Committees,
Ambassador Duemling had recalled that NHAQ had been directed
by Lt. Col. Oliver North to continue “ths existing arrangements of
the resistance movement” in choosing contractors.57

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

. Before being chosen by the State Départment'to 'fransport goods
on behalf of the Coritras from late 1985 through mid-1986, SETCO
bad a long-standing relationship' with; the largest of the Contra

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

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

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

the contra accounts established by Oliver North.38 J
. U.S.'law enforcement records state that SETCO was established

by Honduran cocaine trafficker Juan Matta Ballesteros, whose *

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

For example, a 1983 Customs Investigative Report states that

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

Agency, “SETCO aviation is a corporation formed by American

businessmen who are dealing with Matta and are smuggling nar- -

cotics into the United States.” 39 :

- One of the pilots:selected to fly Contra: gupply missions for the
FDN for SETCO was Frank Moss, who has been under investiga-
tion as an alleged drug trafficker sinee 1979. Moss has been investi.
gated, although never indicted, for narcotics offenses by ten differ-
ent law enforcement agencies.<? - T e '

In addition to flying Contra supply ‘missions through- SETCO, I

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 4nd Jémes MecCoy.4r

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

38 See Iran-Contra testimony of Adolfo Calero, AP‘pendjj: B, Volume 8§, p. 176.

* 7.8, Customs Service investigative r ort, “Guy Penilton Owen, et al., N90201,” file
# NOGGBDO30036, New Orleans, May 18, 1 83, pp. G—E.

0 Subcommittee Interview with Sheriff of Port Charlotte County, Florida, May 1987.

4 Sea Commerce Department’s Shipger’s_Expart Declaration for R/M Equipment, Ine., file
# 0003688, Miami, Florida, Febrvary 28, 1985, re shipments for “Armed Forces of Hondurss.”
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The FDN’s arjrangement 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.4?

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 significant marijuana residue.*. DEA seized the air-
craft on March 16, 1987, R o : :

B. FRIGORIFICOS DE PUNTERENNAS

Frigorificos -de Punterennas is a Gosta Rican seafood company
which was creatéd as a cover for the laundering of drug money, ac-
cording to grand jury testimony by-one of its partners, and testimo-
ny by Ramon Milian Rodriguez, the convicted 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 largést 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 QOcean 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-

*2 Commerce Department’s Shipper’s Export Declaration for R/ M Equipment, Ine, file
# 0003688, Miami, Florida, Fehruary 28, 1985. .
" 43 Customs report, NOGGGGGBDO3000386, ibid., p. 13.

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

4% Subcommittee staff interview with Sheriff's investigators, Port Charlotte County, Florids,
May, 1987. i - .

4 Grand jury statements of Cerlos Soto or file in IS, v. Rodriguez, 99-0222, USDC, Northern
District of Florida, September 29, 1987, and Subcommittes testimony of Ramon Milian-Rodri-
guez, Part 2, Fehruary 11, 1988, pp. 260-261: documents seized jn .S v. Milian Rodriguez, SD
Florida 1988. ' - .

47 Thid, . _ ‘

48 U8, v. Luis Rodriguez, 87-01044, US District Court for the Nerthexn District of Florida;
US. v. Luis Rodrigues, 88-0222 CR-King, U.S. District Court for the Sonthern District of Flori-
an e
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count.*® Rodriguez was also president of Geean Hunter, an Ameri-
can seafood company created for him by Ramon Milian Eodii-
guez.5¢ Ocean Hunter imported seafood it hought from Frigorificos
and used the intercompany transactions to launder drug money.5!
.In statements before a Florida federal grand jury in conhection
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 .S, since 1979. Soto also testi-
fied that they were partners in the shipment of 35,000 pounds of
marijuana to Massachusetts in 198252 ~ ¢« - - .
Milian-Rodriguez told Federal authorities about Luis Rodriguez’
narcotics trafficking prior to Milian-Rodriguez’ arrest in May 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.53
In September, 1984, Miami police officials advised the FBI of infor-
mation they had received that Ocean Hunter was funding contra
activities through “narcotics transactions,” and nothing that Luis
Rodriguez was its president. This information -confirmed Pprevious
accounts the-FBI :had received concerning the involvement of
‘Ocean Hunter and:its officers in Contra supply operations involv-
ing the Cuban American community,54 E T .
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 agsistance funds fo 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. .‘édirised_'the Justice Department, .

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

panies in drug- trafficking and moriey laundering. In August 1986, -
the Foreign Relations, Committee asked Justicé 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. ° ‘ o

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

9 Banking records of Frigorificos de Puntarenas subpoenaed by House Foreign Affa.trs Sub-

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

1986 . . .

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

51 Grand jury statements of Soto, ibid., Remon Milian-Rodripuez, ibid.

5% Docurnents on file in U.S. v. Rodriguez, 99-0222, USDC, Northern District of Florid=, 1988,
from grand jury statements of Carlos Soto. - .

53 Nocuments on file in U.S.:v. Luis Rodgﬁu& ibid., Northern District of Florida.

5+FBI 302, Continenta! Bank Bombing, FBI Agent-George Kiszynali, MMI1T4A-1298, released
in U.S. u Corbo, Southern District of Florida, 1988,

% GAO Analysis of NHAO Payments, Western Hemisphere Subcommittee of House Foreign
Adffairs Committee, May 1986; banking records subpoensed by Western Hemisphere Subcommit-
tee. ’
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fact chosen companies 0perat;=,d by drug traffickers to supply the
Contras.5¢ o L ) .

. C. DIACSA

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

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

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

Moritz met both. Alfredo Caballero and Floyd Carlton in March
of 1985. Moritz had previously learned from a confidential inform-
ant that Carlton was a “major cocaine trafficker from Panama who
frequented DIACSA and was a close associate of Alfredo Caballe-
ro.” The informant added that “Caballero provided aircraft for
Floyd Carlton Caceres’ cocaine smuggling ventures” and that Ca-
ballero allowed Carlton and “members of his organization to use
DIACSA offices as a location for planning smuggling ventures, for
assembling and distributing large cash proceeds of narcotics trans-
actions and for placing telephone calls in firtherance of the smug-
gling ventures.” Alfredo Caballero was described by the informant
“as the mafi ifr charge of operations for Floyd Carlton Caceres’ co-
caine transportation organization.” 52 : C -

- Other' members of the group were Miguel Alemany-Soto, who re-
cruited pilots and selected aircraft and landing strips, and Cecilia
Saenz-Barria. The -confidéntial "informant said that Saenz was a
Panamanian “in chargé of supervising the landing and refuelirig 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 with cocaine.”” 50

86 U8, v. Luis Rodriguez, ihid, Northern District of Florida; GAO analysis of NHAO pay-
ments, ' :

57 Affidavit of Daniel E. Meoritz, Special Agent for the DEA January 1985, U8, v. Carletor et
al, SD Florida, 85-70. :

58 Thid. .

50 Maritz Affidavit, pp. 34, ibid.

&0 Ibid_
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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.s? . ,

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
DIACSA to provide services to the Contras.63

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 Panamia 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 atid Costa Rica were meeting with |

one of the defendants to discuss purchasing Cessna planes from the
company.5+ ' ‘ ' '

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

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

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

eration with the government. %%
D. VORTEX

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

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

-The contract required Vortex to 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'
previously used for drug smuggling.5?

61 See Tran-Contra testimotﬁy of Adolfo Calero, Appendix B, Volume 3, p, 176.

82 [J S. v. Cariton, et al,, U.8, Distriet Court, Southern District of Florida, January 28, 1986.

€% GAQ Analysis, NHAQ Accounts, provided to Subcommittee, September, 1988.-

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

&5 Court record, U.S. v. Cariton-Caceres, et al. SD Florida 86-070,

. %6 Indictment, U.S. v. Palmer, Detroit U.S. Attorney’s Office, 1986; Subcommittee testimony of

Michael B. Palmer, Part 3, -April 6, 1988, pp. 208-213. .

87 Palmer, Part 2, p. 265 and Palmer Subcommittee Deposition, April 5, 1988, pp. 75-79, aee
generally Palmer indictment by Detroit U.S. Attorney in June 1986, and documents released as
discovery in U.S. v. Vogel et al
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Vortex was sélected by NHAO assistant director Philip Buechler,
following calls among Buechler, Palmer, and Pat Foley, the presi-
dent of Summit Aviation.s8 ;

VII. THE CASE 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 %alace his ARDE forces under a unified command with the
largest of the Contra organizations—the Honduras-based FDN. The
CIA considered Pastora to be “distruptive 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
assistalr}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: o

Information developed by the intelligence community in-
dicates that & senior member of Eden Pastora’s Sandino
Revolutionary Front (FRS) agreed in late 1984 with (Mo-
raleg) that FRS pilots would aid in transporting narcotics
in exchange for financial assistarice . . . the FRS official
agreed to use FRS operational facilities in Costa Rica and
Nicaragua to facilitate transportation of narcotics. (Mo-
rales) agreed to provide financial support to the FRS, in
addition to aircraft and trmmﬁzg 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.?2

The State Department said it was aware of only one incident of
drug trafficking resulting from this agreement betweern 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

65 Palmer testimony, Flouse Judiciary Subcommittee on Crime, September 23, 1988.

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

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

7127 Sgl:zcg{nm;ttee deposition of Octaviano Cesar, San Jose, Costa Rica, October 31, 1987, Part 3,
PP. .

72 State Department document 3 5136¢, p. 5.

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

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

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

discredit him.?

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.2 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 myobjective, -
which was solving my indictment.” Morales believed the Contra
leaders would help him solve his legal problems because of their .

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

videotaped the depos1t10ns of three Contrz leaders with intimate .

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

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

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

allies of Pastora’s at the time. A fourth, 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-
1ings.7®

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

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

74 Subcommittee testimony of Marcg Aguado and Karol Prado, Part 8, &285.
75 Iran-Contra {estimony of Robert Owen, Appendix B, Velume 20, pp. 849-850.
'”‘De osition of Karol Prado, ibid., p. 285.

gcamm.tttee testimony of George Mora.le.s Part 3, April 7, 1988, p. 297.
78 Ibld 300.
e Clnse{? session testimony of Adolfo “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.5°

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

According to Prade, Octaviano Cesar and his brother Adolfo
allied themselves poht1ca11y 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.3! In September, Popo
Chamorro refurned 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 Chamorro’that the C-47 was the most practical
plane for the Contras at the time and Popo returned to Miami to
arrarge 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 he
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 Hopango 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 trafﬁckmg First, all wit-
nesses agreed that Morales gave ARDE a C-47. Evidence of an as-
sociation between them is also provided by a Cuistoms 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 13, 1984, with Marco Aguado, Octaviano Cesar and
Popo Chamorro. They carned $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 afier clearing Cus-
tOInS B4

‘Aguado summarized the relationship between the Southern

Front Contras and the drug traffickers in terms of the exploitation

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

80 Jhid., p

81 Te.shmony of Earol Prado, Part 3, p. 278.

&2 Thid., pp. 278-279.

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

B4 Deposmons of Aguado, Prado and Cesar, Part 8, 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.”85 . i

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

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

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

- people there. Young kids 15, 16 years old, they were carry-
ing 30, 40 rounds: of ‘ammunition -against the
- Sandinistas . . . And that’s. why I did it. P'm not proud of
~it, but I just didn't have any choice. I mean, the U.S. Con- -
gress didn't give us any choice. They got- these people into . -
a war. The people went inside 'of Nicaragua, 80 miles
inside. They had thousands of supporters, campesinos
there helping them . . . Now, when those people retreat,
those campesinos were murdéred by the Sandinistas. I
don’t want that, but that’s the reality -of life.8s. -
In addition, Cesar told the Subcommiittee that he told a CIA offi-
cer about Morales and his offer to help the'Contras.”
Senator Kerry. Did you have.occasion to say to someone
in the CIA that you were getting money from hitn and ‘you
‘were concerniéd he was a drug dealer? Did you pass that
information on t6 somebady? =~ = @ o
Mr. Cesar. Yes, I passed the information 6n about the—
not the relations—well, it was the relations ‘and the air-
_planes; yes. And the CIA people at the 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 said to you that it
- 'was all right as long as you don’t deal in the powdér; is
" that correct? Is that a fair quote? - o,
Mr. Cesar. Yes.87 A . .
After the La Penca bombing of. May 80, 1984, all assistance was
cut off by the CIA to ARDE, while other Contra groups on both
fronts continued to receive support from the U.S. government
through a variety of channels. The United States stated.that the
cut-off of ARDE was related to the involvement of its personnel in
drug trafficking. Yet many of the same drug traffickers who had
assisted ARDE were also assisting other Contra groups that contin-
ued to receive funding. Morales; for ‘example;-used Geraldo Duran

as one of his drug pilots, and Duran worked for Alfonso Robello '

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

In a sworn deposition which was taken in San Jose Costa Rica by
the Subcommittee on October 81, 1987, Karol Prado, Pastora’

treasurer and procurement officer, vehemently denied allegations

85 Aguado, Part 3, p. 285.

86 Cogar, Part 3, p. 286.

87 Thid., p. 282.

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

Thomas Castillo, the former CIA station chief in Costa Rica, who
was indicted in connection with the Iran/Contra affair, testified
before the Iran/Contra Committees that when the CIA became
aware of narcotics trafficking by Pastora’s supporters and lieuten-
ants, those individuals’ activities were reportéd 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 gaid his attorneys repeated the offer on his
behalf several times, but on each occasion the U.S. Attorney, Leon
Kellter, 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 Senaie committee. As Morales had
not yet been sentenced, both Kellner and Gregorie discouraged the
staff from meeting with Morales at that time, and the staff respect-
ed their request. Kellner and Gregorie said that Morales was like
the many Miami cocaine traffickers who use the “I was working
for the CIA” defense.®2 : PR - , :

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

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

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

VII. Jorw HuiL

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

&8-Subcommittee testimgny 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. 88-85 and Fran-Contra deposition of
Thomas Castillo, Apondix B, Volume E, pp, 250-252.

24 Tran-Contra declassified executive session of Thomas Castillo, g 84,

91 Subcommittee 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 Sanator Kerry’s staff, attended the meeting. .

23 See coni%ssps;mdence from DEA Administrator to John C. Lawn to Senator John F. Kerry,
January 18, 5 . ) o

94 North notebook pages @ 0844, 0414, 0415, 0426, 0431, (543, 0550, 0982, 0955, 0977, 1156,
115%; Iran-Contra Deposition, of Robert W. Owen, May 4, 1987, pp. 6-15 and Qctaber 1, 1987, pp.
3-34; RWQ Exhibit I2, 2/27/86; Iran-Contra testimbny, May 14, 1987, p. 818.
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Rican CIA station chief Thomas Casiillo’s public testimeny, Full
had helped the CIA with military supply and other operations’ on
behalf of the Contras.®S In addition, during the same period, Hull
received $10,000 a month from Adolfo Caleré of the FDN—at
North’s direction.96

Hull is an Indigna farmer who lives in northern Costa Rica. He
came to Costa Rica in mid-1970’s and persuaded a number of North
Americans to invest in ranch land in the northern part of the
country.®? Using their money and adding some of his own, he pur-
chased thousands of acres of Costa Rican farm land. Properties
under his 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-3 were killed when the cargo plane crashed near Hull’s rdanch,
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 laison betweén the Contras and the United States gOv-
ernment. Jose Blandon testified, for example, that former Costa
Rican :Vice President Daniel Oduber suggested he {Blandon} meet
with Hull in 1983, to digcuss the formation of -a unified southern
Contra command under Eden Pastora.®® - . . '

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

Lotz said that drugs were flown info 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 alleg-
edly flew drugs to Hull's airstrips. Lotz described the strips as “a
stop for refuel basically. The aircraft would land, there would be
fuel waiting for ther, 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.200

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

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

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

28 Castillo executive seasion, ibid., p. 59. , .

46 Tran-Contra deﬂ:)siljon of Robert W. Owen, Appendix B, Vol. 20, pp. 50, 802,

#7 Testimony of Louell Hood and Douglas Siple, Subcommittee on International Economic
Palicy, Trade, Oceans and Environment and Subcommittee on Terrorism, Narcobics and Interna-
I:.ionla:.ly Operations, Qctober 30, 1987, pp. 160-161.

98 “The (IA Blows an Asset,” Newsweek, Se%)tember 3, 1984, pp. 48-49,

°# Snbcommittee testimony of José Blandon, Part 2, p, 129, )

100 Subcommittes debosition of Weiner Lotz, Part 4, April 8, 1988, pp. 681-682, 691-696.
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-Carlton testified that the Colombians were furious when they dis-
covered the ‘cocaine missing. He said they sent gutimen after Hull
and in faétt- kidhapped a member o6f Hull’s: family. to force the
return’of the cocaine.‘When that failed they became convinced- that
Carlton himself stole the cotdine and they sent gunmen aftéi him:
The gunmen. dug up Carlton’s: property in Panama with a backhoe
looking for. the lost cecaire, and Carlton fléd for his life. to
Miami. 101, -~ - . S . L A

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

:-Betzner sajd the weapons were unloaded at Tlopango by Salvador-
an military personnel and an American whom he assumed worked

for the U.S.'Department of Defense. Betzner testified that he and
Healey flew the plane on to Colombia where they picked up a load
of marijuana and returned to their base at Great Harbor Cay in
the Bahamas.203 .~ .. . e -
~Acgording to Betzner, the next Contra weapons and drugs flight
took place in July 1984. Morales asked him to fly a load of weapons
to Hull’s ranch and to pick up a léad of drugs. Betzner flew a
Cessna 402-B to John Hull’s ranch. According to Betzner, he was
met at the airstrip by Hull and they watched ‘the cargo of weapons
being unloaded, and cocaine,. packed in 17 duffel bags, and five or
six two-foot square boxes being loaded into the now-empty Cessna.
Betzner then flew the plane to a field at Lakeland, Florida.104
Yet another 'guns for drugs flight was made two weeks later. On

this trip, Betzner said he flew & Panther to an airstrip “called “Los
Llanos,” abdout ten miles from Hull’s properties and not'far from
the Voice of Amiérica transmittér in northern Costa Rica. Betzner
testified thaf Hull met him again and the two watched while the
weapons were unloaded and approximately 500 kilos of ¢ocaine in
17 duffel bags were loaded-for the return flight to Florida.105 -
“Hull became the subject of an investigation by the U.S. Attorney
for the Southern District’ of Florida in tHe ‘spring of 1985. In late
March 1985, Asgistant- IES. Attorney Jeffrey Feldman and two FBI
agents ‘went to Costa Rica to investigate: Neutrality Act violations
by participants in the Contra resupply: network that were also
under investigation at the time by Senator Kerry. Both the Feld-
man and Kerry inquiries had been prompted in part by statements
made to reporters by soldiers of fortune imprisoned in Costa Rica
who alleged John Hull was providing support for the Contras. with -
the help of the National Security Council.126 = L

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

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

10z Betzner, Part 8, g!p. 253-254, 256. L

103 Thid,, pp. 2567-258. i

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

105 Thid., pp. 262-267. . .

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

gave the i . impregsion that Hull -had heen .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 dccompanying Feld-
man, that regarding Feldman’s inquiries, * - . these were ‘agencies
with other .pperational reqmrements and we:shouldn’t “interferé
with the work of these agencies.” 167 When Feldman*attempted:to
interview Hull, Feldman learned that Hull was told by the embas-
sy staff-not totalk.to hitn without ani attorhey present.’8 - .

. Féldman concluded that’ U.S. Embassy* officials in Cdsta Rica
were taking active: measires to protect Hull. After Feldman inter-
viewed two of the mercenaries, Peter Glibbery and Steven Carr, re-
garding their -allégations of Hull’s involvement in criminal activity;
Feldman learned that Kirk -Kotuls; Consul in San Jose, was
“trying to get Carr and-the rest of these people to recant their
statemerits régarding Hull’s -irivolvement with the -CIA" and with
any other Ametican agency.'°? Feldman ddded “. . : it was appar-
ent we weré's up somé problem with -our mqumes concern-
ing. John Hull.” 110 Feldman concluded that becanse Hull 'was te-
ceiving protection from sorme US officials, fHat it Would ‘not be Pos-
sible to” mtemew hJII:l Feld.man therefore" took no ﬁxrther steps to
do 80.111 ° : .

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

To this day, the Justice Department has taken no actmn agamst
John~Hull for abstruction: 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 peribd in;which: he was providing:support to the Cont:ras,
Hull obtained a loan from the Overseas Private Investment Corpos
ration. for $375,000 .which: ultrmately proved te have been obtaJned
with:false documentation. = . Co
- In 1983, Hull-and two assomates, Mr Wﬂlram Crone and Mr

Alviro Arroyo ‘approached OPIC for-a loa# to’finance ajoint: veii- '

ture wood products factory that would make wheelbarrow -ard ax
handles for the U.S. markét. In fact; accordmg to téstimony from
Creone and- OPIC offi¢ials, no’ contnbﬁtlons‘from“Hull Arroyo ‘or
himgelf were made to the Jomt venture. On the basis of the applica-

108 Ibld

108 Thid., pp. 8688,

110 Thid,, p. B4. L

}“Ib.lﬂ. Pp. 35..38 .

112 Tran-Contra teshmony ‘of Leon Kellner Appendpr Vol. 10, Apr:l 307 1987 pp- 1094-1095

1""Feldma.ngsibld , Pp. 79-85. Wtk s el
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tion, somé supportlng documentation ‘and a site visit, on March 30,
1984, OPIC advanced $375,000.113

- By the end of 1985, after one interest payment, the loan lapsed
into default and OPIC officials began to recognize that the progect
was a fraud, and that Hull had made false tepresentations in
making the apphcatmn to. OPIC.11¢ QPIC officials found that the
money which was disbursed by their Agency was deposited in
Hull’s Indiana bank account and the funds were withdrawn by
Hull in.cash. When OPIC ingizired in 1986 -as where:the fiands 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.115

In fact, Costa Rica has a favorable exchange rate for forelgn in-
vestment and the excuse Hull offered does not make sense. What
appears to have happened is that Hull simply took the money, in-
asmuch as no équipment was purchased for the factory; no prod-
ucts weré shipped from it,"and Hull’s partner, Crone, téstified that
he ‘néver saw the money. Indeed, prospectlve purchasers com-
plained that they paid Hiill for products in advance but never re-
ceived delivery.116

“Ou 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.!1? While nothing
has yet happened 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 auétion
and wound up purchasing its own property for $187,500. ,

OPIC then attempted to gell the property directly. An advertise-
ment was placed in The Wall Siéreet Journal which attracted a
ginglé offer from av investment banker in Philadelphia. An agree-
ment was negotiated whereby the company purchasing the proper-
ty from OPIC was required to make no down payment, and only to
repay OPIC it $18'7 500 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 $187,500; half of the original $375,000 loaned to Hull.»1®

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

113 Tesi:mony of Eri¢ Garfirikel, Vice President and General Counsel Overseas anate In-
vestment Corporation, Subcommittee on Internatignal Economic Policy, Trade, Oceans and En-
vironment anrg Subcommittes on Terrorism, Narcoties and International Operatmns Part 1, Qc-
tober 80, 1987, pp. 106-107.

134 Yhid,, p. 107. .

15 Thid,, p. 127.

116 Subgommittee interviews with prospective purchasers.

217 OPIC testimony, ibid, p. 107

118 Sybcommittee mterﬂews with OPIC and Justice staff, January 1989,

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

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

ing Costa Rica's neutrality. . )
IX. TrE SAN FitANcisco FroGMAN Casg; UN D-FRAN a¥p PCNE

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

“This case gets it nickname from swimmers who brought cocaine
ashore on the West Coast from .a Colombian vessel in 1982-1988; It
focused on a major Colombian cocaine smuggler,’ Alvaro Carvajal-
Minota, who supplied a number of West Coast smugglers. It was al-
leged, but never confirmed; that Nicaraguan citizen Horacio Perei-
ra, an associate of Carvajal, had he]ped the-Nicaraguan resistance.
Pereira was subsequently convictéd. on.drug charges in Costa Rica
and sentenced to twelve years imprisonment. Two other Nicara-
guans, Carlos Cabezas and Julio-Zavala, who were among the jailed
West, Coast traffickers convicted of receiving drugs from Carvajal,
claimed long after their conviction that they had delivered large
sums of money to resistance groups in Costa Rica and that Pereira,
who was not charged in the case, has said the profits from the drug
sale would finance resistance activities.” 12t L
- "The allegations made by Cabezas and Zavala involved two South-
ern Front Contra groups—~UDN-=FARN, a military group. associatéd
with' Fernando “El Negro” Chamorro, and PCNE; a Contra politi:
cal ‘group in the South. Cabezas claimed. that he helped move 25 to
30 kilog of cocaine from Costa Rica to San Francisco, generating
$1.5 million. According t6_Cabezas; part of that money was given to
Troilo and Férnando Sanchez to help Eden Pastora’s and Fernando
“El Negro” Chamorrd’s operations on'the Southern Front-in 1982
and 1983.7‘1'272 :__ A L E, {,-'! . % ‘...7'£'A N L ';

Aftér the trial, the U.S: government retiirned '$36,020' seized as
drug money to one of the defendants, Zavala, after he submitted
letters from Contra leaders claiminhg the funds were really their
property. The money that was returned had beén seized by the FBI
after being found in cash in a' drawer at Zavala’s home with drug
trangact}gg\: letters, an M-1 carbine, a grenade, and-a quantity of
cocaine, 28% & .- R T A

forcement authorities and charged with drug trafficking and violat-

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

caine from:a Colombian sourée, Carvajal-Minota. In addition,
Zgvala and Cabezas-had 4s a'second soiirce of supply, Nicaraguans
living in Costa Rica associated with the Contras. FBI documents
from the Frogman. case identify the Nicaraguans as Horacio Perei-
ra, Troilo Sanchez and Fernando Sanchez. 12+

120 Subcommittee testimeny of Crone, Sipple and Hood, ibid., pp. 147-167.
131 State Department Document #5136¢, July 26, 1986. . L
::: ]'Sém Francisco Exeminer, March 16, 1986,

124 November 8, 1982, FBI teletype from San Francisco to Director, U5 v. Zajala, ot af
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Pereira was convicted on cocaine charges in Costa Rica in 1985
and gentenced to 12 years in prison.*?5 An important member 'of
the Pereira organization was Sebastian “Huachan” 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 ih cocaine.!2¢ Jose Bldandon 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.t27.. = . o o

During the Pereira trial, evidence was alsc presented by the
Costa Rica prosecutor showing that drug traffickers had .asked
leader Ermundo Chamorro the brother of UDN-FARN leader Fer-
nando “El Negro” Chamorro, for assistance with vehicles to trans-
port cocaine and for help with a Costa Rica police official.228

Troilo and Fernando Sanchez were marginal participants.in the
Contra movement and relatives of a member of the FDN Director-
ate.12® . - . . . L . : C
* X. Tage CUBAN-AMERICAN CONNECTION

Several groups of Miami-based Cuba Americans provided direct
and indirect support for the Séuthérn Front during the period that
the Boland Amendment prohibited official U.S. government assist-
ance. Their help, which included supplies and training, was funded
in part with drug money.130 - o :

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

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

- otheér resistance organization.13t

128 CBS 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. 182-183. . : _

128 CBS Evening News, June 12,1986, . ] . -

12% Staff interview with Carlos Cabezas, March,; 1988, and with former Contras in San.Fran-
cisco and Miami. . i C ;

130 FBI 3025 of Special Agent George Kiszynski, released in U8, v.-Calern and U.S. v. Corbo,
both Southern District of Fleride, including 3/8/85 interview of Frank Castro; 12/17/84 inter-
view of Raphael Torres Jimenez, 3/1/85 interview of Rene Crobo; 9/6/84 interview of José
Coutin; see also grend jury testimony of Carlos Soto in I8 v. Luis Rédriguez, Northern District
of Florida. . ) .

132 State Department Document # 5186¢, July 26, 1986,




connéction with this group. . LT _

In August 1986, the Committee requested information from the
Justice Department  regardipg the allégations concerninz Corbo
and fellow Cuban Armericans Felipe Vidal, Frank Castro, and Luis

de Puntarenas and Ocean Hiintér), conicerniing their-involvemont
In narcotics trafficking. The Justice Department refused to provide
any information in response to this request, on’the grounds that

the information requested  remained under ®active investigation
and’ that-the Committed’s “rambling through ‘open inv'és'tigga'f:idné
gravely risks compromising those efforts 152 = - ST T

_Less than three months earlier, the Justice Department had: 5d-
vised both the press and the Committee that the allegations had
been thoroughly investigated and weré without foundation, 138 -
. At no tire 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
%:qany of the allegatiohs the Committes was investigating were

Tue, - " ’ N - s

At the May 6, 1986 meeting with. Committee staff, the CIA cate.
gorically, deqied,that"weapons had been 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 made to
the contrary were the result of disinformation: 134 T

In_' fact, as the FBI had Previously learned from infbrmant’s,
Cubdn American :supporters of the Céntras had shipped weapons
from’ south Florida to Hopango, and from there to. John Hull’s air-
strips in Costa Rica.18% The persons involved admitted. to.the FBI
that '?_-_tbey" had :participated in ‘such: shipments, ‘making general
statéthénts about them: beginning in" 1985. On June 4, 1986: and
Jung 16,-1986, Rene Corbo, one of the principals in the shipmenits,
explicitly told the FBI that he had participated in shipping .weap-
ons to-the Contras in violation of U.S, Neutrality laws: 126

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

19;‘;2 Letter of John Bolton to Senator Richard G. Lugar and Senator Claiborne Pell, August 11,
194 Statements of DOJ spokesman Pet, Korten to National Public Radio, May 5 1086,
York Times, May 6, 1986; statements of Korten, Kenneth Vefgquist‘,: and gi,:haraguiiﬁrl:gs]g’epNai‘tfv
51:;1: otiﬁ::tm}sto t.st:ﬂ(;;umm!:ttf:e staffN pncl;Jr t-.asJu]:%e8 826, 1986 Executive Session; see generally Kellper
5 committas, s,  riot Lethlve . 1
rega:diqg o Sube 'ovember ‘ noting his ‘objections to statements by Justice
;:: g&fmer Mgillcmt’ﬁ May eﬁét _1983 meﬁelﬁng,fSélbcommittee files. ‘
ea generally the investigative files o clal Agent Kisyznski: el in ¥ .
and U8, v. Calero: SD) Florida 1988; admissianspif BamAgcn Mb.an'Kl'symRstl:éé;{f;s ?‘g Elusttzisvmcﬁab;
}Esggz_, s A émzmn Kodriguez, SD Florida, documents raleased in conneétion with 0.8 v. Luis
ez, ibid. ' ' o
128 FBI 302s of SA Kisymmski, released in U.S: v. Corbo, SD Florida, 1988,
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obvious that Robert Owen warned Lt. Col. Oliver North at the NSC
that the “Cubans’(are) involved in drugs.”’137 o
Notes taken by Colonel Robert L. Earl during his tenure at the
NSC described how in August 1986, the CIA was worried about
.- . . disreputable characters in the Cuban-American com-
munity that are sympathetic to the Contra cause but caus-
ing more problems than help and that one had to be care-
- ful in how one dealt with the Cuban-American community
., and its relation to this, that although .their motives were
in the right place there was a lot of corruption and greed -

and drugs and it was a real mess.138

In August 1988, Corbo and Castro were indicted in a Neutrality -
Act case involving. the Contras brought by the U.S. Attorney for
Miami and prosecuted by Assistant U.S. Attorney J effrey Feldman.
No narcotics-related: allegations were included in the August 1988
indictment, 132 . : ' : :

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

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

tion Thomas Castillo told the Iran-Contra committees that Nunez
“was involved.in a very sensitive operation” for: the Enterprise.14:

. XL RaMoN Mrian RODRIGUEZ AND FeLIx RopRIGUEZ .

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

In a June 25, 1987 closed session of the Subcommittee, Milian Re-
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 offér 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 return for dropping the
charges then pending against him. , - : -

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

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

137 North Notebook Entry @-0344.
138 Iran/Contra Deposition of Rabert L, Earl, Appendix B, Vol. 9, p. 1109.

152 I18. v. Calerg et.a] and TS, v. Corbo et al, ihid. R
140 [7.8. v. Luis Rodrigus, Northern Distriet of Florida; FBI 802% of SA Kiezynglki, ibid, - -
141 Irgn-Contra Testimony of Owen, Appendix B, Vol. 20, pp. 788-735; deposition of Thomas

Castillo, Appendix B, bol 3, p. 180,
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culty .the Subcommittee faced in -ascertaining - i
, bCommittee € -ascey 2 -who was .telling
trll.lith—Ramon Milian Rodriguez or Felix fRodﬁg-uezé—l'\J?Jiélgg\v?;g
?is. edﬁwhether_,_he would be willing to take a polyeraph examina-
ton. He agreed.to submit o an examination on the question of pro-
viding drug money to the Contras through Felix Rodriguez.
Senator Kerry, the Subcornmittee Chairman, arranged for one of
the_ country’s leadmg polygraph: experts, Dr. Donald Raskin of the
Umvermty of Utah; to travel to Washington, D.C. to administer the
test. Dr. Raskin ‘administered 2 partial €xamination of Milian Ro.
driguez gl} June 3-4; 1988, ,01(1i two critical questions, Ramon Milian
lguez’s’ answers ‘were - determined to b eptive * |
Rafkﬁqa%hmlﬁasgﬁgsu were as follows: - e ve deceg?;;ve_ by Dr.
- id Felix Rodriguez ask you to arrange deliveri
the Contras during the meeting at Raoul’sgofﬁcf:e‘.;m.leE Of money !for
2. J10°you arrange approximately five deliveries of monejr for the
gg]njgis c->.n_ tléz?bqgls of ;p_hpr__le Jcalls you_rpersona?llqyr received from
élnlstw'ller,yhi‘;. T - ~ - .o - N :-", - ° n " . l
N ‘the third question; Dr. Raskin could not determine héther
or not Ramon’ Milian Rodriguez #as beine iraf in his rec e_tl_}ger
T L
2. 1 ‘you arrange the deliveries 'of at least $5. million for +he
Contras using the procedures that you and Felﬁ‘-‘“j}orkgﬂhggt‘fgr the
Answer;yeg’ - .,ui ) E PUCE :‘, L v R S ‘. s
At that point, Milian Rodriguez stated: that he did' not want to

not: truthful: The Chairmam: reached no. conclusion regardin :
issue of whether Ramon Milian e S the
legst 85 million for the Contras, -~ -+~ . " deliveries of. at
Juring Felix Rodriguez’ public testimon ‘before the Subc mmj
tee on J.uly' 14,R1£)988., Ser;l'c}ton ?{e{rgtitateg that he%%sli?:cﬁelievt
Rod €z verston of the meeting was tru
Howeve;,,_MJh,an Rodriguez’ testimony reggrdjlig -tlftla]ﬁélartels
Gengaral Noriega’s role in narco-trafficking; -and his-involvement in
Seeting up companies which were later used to support the Con-
t;as, ‘was corroborated by 4 number of witnesses, sincluding Joge
Blandon, Eloyjd Carlton, Gerald Loeb, and a Miami attorney. who
had supplied information oh the Cartels in @ -closedsession depogi-
tlop.-lqlr.qdd;t;bn, ;-M_:]_;a:a.-’.indiviguez"-"i'testimoﬁy" on’ many- of ‘these
points was corroborated by extensive documentary eviderice and b
géa?d Jury statements by his partners in federsl criminal proceed-

.CUBA AND NICARAGUA -
INTRODUCTION : _
Drug trafficking knows neither national sor_ideological bound-

aries, as evidenced by allegations of Zy el ]
ment in the drug tr‘a;c‘ire'. gations of Cuban and Sandinista involve-
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“The - Subcommittee ‘received -testimony that throughout the
1980’s, Cuba has been used by drug traffickers as a transit point
and haven- for laundering money.-Cuban authorities have provided
stiitgelers-with protection for their boats and aircraft: According to
Bubcormmittee testimony, Fidel Castro himself acted as a mediator
on-behalf of General Manuel Antonio Noriéga in disputes Noriega
has had with:.the Medellin cocaihe cartel. Finally, the Subcommit-
‘tee received testimony that Cuban officials’ were Involved. in efforts
to éstablish ties between -leftist revolutionary groups such as the
M-19 and cocaine traffickers. ) S
" Beveral witnesses testified that Nicaraguan officials were also in-
volved in drig trafficking. The Subcommittee. slso received testimo-
ny that represéntatives of the'Medellin Cartel entered into négotia-
tions with the Sandinista government over using Nicaragua for
drug trafficking operations. Finally, the Subeommittee received tes-
timony régarding alleged statements by leadérs of the Cartel that
the provided assistance to the Sandinistas.

. 'HisTorIcAL BACKGROUND

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

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

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

1 8ee e.g. U.S. Convention with Cuba to Prevent Liquor Smuggling, February 10, 1926.
2 Boris Goldenberg, The Cuban Revolution and Latin America, 1965, p. 110; Bonaches and
Martin, The Cuban Insurrection, 1952-1959, p. 84. :
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money and providing safe haven from.U.S. law -;enfOrcement‘-;au-
thon.tlesfﬁ: Y e b "L k -'"-'. o :_ ‘_Y R e e L BT
- Luis Garcia told the Subesmmittee Ahat-in.late 1979 or. early

- 1980, Cuban officials. offered him ‘use of airstyi s-for refueling.dr
flights. While Gargia said he never ook tliemg...up ‘on; thé%ffge‘i-,-:ﬁg
was aware of other smugglers who did.* Over.time; according to
the Su@gqn;m;tteg testlmgnyy.SEvérg.l;.. different smuggling organiza-
tiohs were, able fo reach an undérstanding “with . Ciiban officials
at_-lé?ot“‘?lsmb‘l"ed them to tse that country to. facilitate “their oper-
nS- . : ; : Py . o . . .A'.""l"'A'.
. Other festimony concerning Cuban,, involverent: inf die oper-
ationg- came from Richard Gregorie, “whosé dfﬁcéfobtai.!ﬁ:ggﬂr%na
Jury indictments against a number of Cuban officigls.s = -
Inthe 1983 case of United States. Jaime Guillot-Lara, four high
Yanking Cuban officials were Implicated in“dryg smuggling. They
ncluded a member of the Cuban Communist Party Central Com.

Colombia; the former Minister Céunselor ‘of the CubanEmbassy it
Colombia; and a vice admiral of the Cuban Navy. The ft:E:Il]El oat:fsisg::Sir:;l.il
were indicted for their role in a smuggling conspiracy but were
never.bronght to trial becauge they, never came within the jurisdic-
tion of. the United States:_fA.ll of the other -co-conspirators in the
- case were convicted by a, jury which received testimony about the
involvement of the four Ciiban officials.? . CleT o
.In 1988, 2 grand jury indieted Reinaldo: Ruiz and: Hugo Ceballos
Eiased on Wdeoj:;g; tevidence that showed Cuban ‘il
ovy s provided to_cocaine traffickers coming to.ihe gr)
States from Colombia. Botcl:f;ge scheduled. to:_gcr;ntjg %rigifathe ’ Umted
... Cask History: GEORGE MORALES" ™ Yo
The. experience of Colombizn drug 'tfafﬁc'kerlGeorge-Morales ro-
vided: insight-into the -of ortunities ‘afforded ics traffi 3
by Cuban authorities, - - 0 RAICOHcs traffickers
ccording .to Morales, he first developed. g relationship wit}
Cuban officials in 1979, Morales testificd that he stemr Lol mest
ng in Cuba at which Cuban officials offered to sell him planes
seized for. violating their airspace.’ He leveloped. the r.elatioﬁship
over a period of time. By 1980, he obtained Cuba’s agreement to
allow his pilots- ovérflight rights through Cuban airspace,10 JIn
return for U,S. currency, Cuban authorities provided Moraleg with
Identification’ codes, enabling hity and his pilots. to use“their ajr-
SpaCe safely aind land in the event of an éitiergency.t1 . P
According ' to Morales, Cuban assistance was' then extended 4

protection for boats and aircraft used: in drug” smuggling oper-

ot

- ¥Subcommittee testimony of George Morales, Part 3, A‘E il 7, 1988 4296,
s Suboommittee testimony of Liis Garcia, Payh 1, Moy 2‘37f1119é7, R eme.
Fengbfgﬁngm;ﬁtzg tﬁe%mpnye-oggoyd gagtgnzhli‘larti g, 1]5‘;8]’8 10, %98%:,31:. 210; Payl Gorman, Part 2
588, o by e Fichard Gregorie, Part 4, July 12, 1985, p. ; orales, Part *
T s B 204206 and Part'1, July 15, 1987, pp, 4745, 64pp. > C0E° Morales, Part 3, Apri]
15: Gregorie testimony, p. 160, - e S : . '
; II_'brl_capared Statement of Richard Gregorie, Part 4, July 12, 1988, pp, 838-389.

® Subcommittes testimony of George My P, il 7,4
1o Morales, Part 1, July 15, 1987, 5 48, &7t 3 APl 7, 1966, p. 266.
*2 Morales, Part 3, pp. 204295, h ' :

;
4
;.

66

ations. Morales was also given the opportunity to buy drugs Cuban
authorities had seized. from ‘other traffickers.12 Morales testified
that the Cubans sold him the radio frequencies of the U.S. Coast
Guard, Secret Service, Drug Enforcement Agency, Customs and
local U.S. law enforcement agencies.’® He said their only motiva-
tion, was obtaining U.S, dollars.1¢+ . . .

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

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

portunity to relocate his entire smuggling operations in Guba. He
testified that Cuban officials offered him a house, -and operational
runway and the use of Cuban banking facilities, 15 Although he did
not move to Cuba, Morales said he used a Cayo Largé bank to laun-
der over $500,000 in drug money.'® From Cayo Largo, Morales was
able to traglsfer his drug money to other banks around the world.17

. IpeoLoGIcAL Usk 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 ‘anid the peoplethe traffickers need to grow the crops
and run thé processing laboratories.1?- ' Co o

_Jose Blandon -told the Subcommittee of - Castro’s decision to
become involved with -the traffickers.2° According to Blandon, in
the late 1970’s; Castro decided to use the growing power of drig
traffickers and drug rmoney to export revolution” throughout Latin
America. Castro’s overall aim was to influence events in Central
America by simultaneously aligning himself with narcotics traffick-
ers ‘and regional. military leaders, following the example set by
General Noriega in Panamia, 21 = o '

* Castro pursited. this policy by working closely with the M-19. The

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

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

12 Ihid,, Part 8, p, 206; part 1, p.4g,

1% Moraled, Part 1, pp, 89-90.

14 Thid,, p. 65,

18 Moralpes, Part 8, p. 206 and Part 1, pp. 65-66.

18 Morales. Part 3, p. 294.

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

8 Subcommitiee testimony of Nestor Sanchez, Pert 4, July 12, 1988, p. 147,

12 Thid., and testimony of David Westrate, Part 4, J uly 12, 1988, p. 146.
20 g;.lbcommittee testimony of Jose Blandon, Part 2, Feb. 9, 1988, pp. 106-108.
21 Thj

M ~
2z Szuhco%énittee testimony of Ramon Milian Rodriguez, Part 2, pp., 249, 255-256; Blandon,
Part-2, p. 106. ’
23 Blandon testimony, Part 2, pp. 106-107,
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do was an indicted. co-conspirator, quoted the high ranking
gﬁﬁgno 0?&@315.’335" saying,; “We’ll- drown-:them:[the Americans]:in
drugs.” 24 o e E e w0 T
" Cupa, PANAMA, AND THE CARTEL’

tro’s role as a mediator was not limited to'dispiites between

thgaguerrﬂlas"a'ﬁd the Cartels: A¢cording to Jose Blasdon, Castro
alo acted as a mediator in a dispute between thé Medellin Cartel
and Noriega. The-dispute arose when ‘Noriega raided a Cartel:labio-
ratory ini the Darien province of Pandma‘in June, 198\‘{1,-’ ar;gstmg
28 employees of the Cartel and seizing millions of doHars’ worth of
equipment and drugs, after accepting’ $5 ‘million from the Cartel to
protect it. The Cartel decided to kill Noriega'in revenge, and Nor-
iega turned‘to Castro for help.2%: <+ o e

At Noriega’s request, Blandon met with Castro in Havana on
June 21 or 22, 1984. ‘Castro recommendeéd that Noriega return the
$5 million in protection money and return the plant, personne] and
equipmeht to the Cartel.2¢ During his testimony, Blandon produced
photographs of himself with Castro -which he said were taken
during that meeting. The. photographs wére sent.to Blandon by
Cuban intelligence three. months after the meetihg. They were
madé part of the hééal\ll-ing record and were used by the Miami fgrand
j hich indicted Noriega. oL L
Ju%;vg%lon testified that g week later, on June 27th or 28th, Nor-
iega and Castro met directly in a meeting that lasted‘ ;ﬁve to six
hours. At its ‘CdnCJ,‘usiQn,t}ll\ToriE'galtglq Blatg_;gion Nthﬁt, e\éigy];};ntg

ad been arranged and they were going to proceed according to
Iéacsltll*z‘)’s p‘r_bpgs‘étgl:f”,tz‘? Although a deal with the Cartel had been
concluded, Noriega was still concerned that hiis life was in danger,
as about one’ hundred ‘members of. the Cartel werg living. in
Panama.2? The -Cubans sent, a -25-soldier military unit to fly back
with. Noriega to Panama to ensure his gaféty until the tefms of the
deal with the Cartél,could be carried out.¥d ‘

CasTtrO DENTES INVOLVEMENT

- ,F;ldéi Castro personally denounced the Blandon teéstimony as a

abrication. in a lengthy interview with an NBC reporter. He
g%ﬁl:il:g tgg; -:allegatim?sgt that he mediated the dispute between Nor-
iega and. the Cartel. In additien, Castro said that:Cuba wag not in-
volved in drug trafficking and offered to prove .it. He said that if

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

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

visit Cuba unless staff was permitted to “ad¥ance the trip a.nd

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

25 gg%ommitte_e testimony of Jose Blandon, Part 2, Feb. 9, 1988, pp. 101-106. -

36 Thid, . e TR

27 Thid. : o

28 Ihid, p. 104.

28 Thid., p. 108. R

90 Thid, prl06, 0 . - - e . . [ e

31 “Cyban Leader Castro Denounces Jose Blandon Sepate Testimony,” NBC Nightly News,
Feb. 25, 1988. | K oo .

e
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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 consequence, the trip
never took place.?2 . o .

ALLEGATIONS CONCERNING NICARAGUA

. In 1984, the Cartel explored using Nicaragua as a site for the
transshipment. of. cocaine and money laundering. Finding alterna-
tives to Colombia was important.because the Colombian authorities
had raided and- destroyed several -Cartel laboratories in the
Amazon region. Further, Colombian authorities -dramatically in-
creased their pressure on Cartel operations after the 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 partner of General Noriega’s, to deliver money. Carlton said
he did not know who the money was for since Bilonik handled the
delivery. The second trip to Nicaragua was to locate airstrips
which .could be used for the transshipment of narcotics.®+ Carlton
was told by another pilot that the Cartel needed long range planes
and airstrips with extended runways to handle flights carrying co-
caine paste from Bolivia to Nicaragua. This led Carlton to assume
there were processing laboratories i Nicaragua.?5 -

During the same period, Escobar asked Ramon Milian Rodriguez
to explore the possibility of starting drugrelated 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 awyers for
ﬁedCar'tel in Bogota in 1985 and later with all the Cartel leaders in

edellin. '

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

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

32 March 14, 1988 meeting between Deputy Chief of the Cuban Interest Section in ‘Washington
DC, Manuel-Davis, and Senator John F. Kerry and Blandon, Part 3, pg. 31-32,
33 Subcommittee depasition of Floyd Carlton, Dec. 4, 1987, pp. 86-87; Blandon testimony, Part
2, Feh. 9, 1988, p. 147. L3 - -
34 Deposition of Floyd Carlton, Dec. 4, 1987, p. 89,
35 Ibis.. p. 93-95.5
a6 Clusevr session testimony of Ramon Milian Rodrignez, June 25, 1987, pp. 58-55.
37 Debrief, “Miami Attorney,” DEA, October 21, 1986
38 Ihid,, p. 2.
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The Miami Attorney then met with Jorge Ochoa ‘ahnd other lead-
ers of the Cartel. At these méetings in Medellin, Cartel principals
told the Miami -Attorhey that they had invited him to meet with
them to act as a representative to “open negotiations with the'T.S.
Government.” Ochoa told the Miami Attorney that the Cartel had
“certain information which could be of interest to the nationsl se
curity of the U.S.” regar ing developments in Nicaragua, Cuba,
Mexico, Panama, and Colombia.3® B '

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-airmy.of radicals in the mountains consisting’ of Pales-
tinians, -Libyans,': Peruvians, Argentiniang, Ecuadorians and
Cubans, which -were better equipped than the army of the Republic
of Colombia and had received arms from Libya,? 46 =~ h*d >

ishied 6

The Cartel leaders told the Miami Attorney that they wis _
“work: for Armerican intelligerice by supplying information about
guerrilla activities, thereby inturring amnesty for’ théir efforts.”
The Cartel leaders proposed “to have their representatives collect
inteligence for a period:of six- months to a year, thereby-assisting
the U.S; government’ in getting the’ intelligence it needs’ on the
¢ommunist guerrilla problem. At the end of this time period, they
would~reeeive - amnesty-or an- ‘end 't6 -their extradition proceed-
inoe 241 ST TR

The Miami Attorney returned to the U.S. with the Cartel's offer,
relayed it to U.S. authorities, and passed- a polygraph regarding
this account. The DEA and FBI then ‘decided that comversations
with the Cartel would be inappropriate and subsequently broke off
all econtact with the Miami Attorney. The ‘material provided by the

Miami ‘Attorney was not” subjected to further -investigation by
either agency in connection with Nicardgua or the Contrag. = *
Additional allegations about Sandinista involvément in drug traf-
ficking: came from Barry Seal who worked as'a DEA’ informant
after he was caught &miggling drugs. Seal “was given the task of
documenting the relationship of the Colombians and the Nicara-
guans by using ¢ameras ingtalled in a plane he flew as part of dn
undercover operation.42 o . R
“Seal flew to Nicaragua and obtained photographs of a Federico
Vaughn, who U.S. authorities identified as a Nicaraguan govern-
ment offieial, and Pablo. Escobar loading Seal’s plane with drugs.48
The material gathered by Seal becamé the central evidence
- thereafter used by US. officials citing Sandinista involvement in
narcotics.®¢ - ’ ' T oo T C
After the Seal operation was

] ! posed, Fedérico Vaughn disap--
peared, and no further information about the Seal “allegations ma-
terialized. The House Juditiary Subcommittee on Crime found that
the phone number used by Vaughn in calls hé received from Seal
was a phone number controlled by the U.S. Embassy since 1985,

58 Thid. - - - . oo

40 Miami Attorney Deposition to Subcommittee; DEA debrief November 13, 1986.

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

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

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

4 See Subcommittee testimony of Genéral Paul Gorman, Part 2, pp. 104-107; Lawn testimo-
ny, Part 4, np. 184-135. -
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and by the U.S. Embassy or other foreign missions continuously
since 1981.45 . . :
In its International Narcotics Control Strategy Report regarding

‘Nicaragua, the State Department noted that there is “no evidence”

of the use of Nicaragua 16 ship drugs to the U.S. “since the allega-
tions made in 1984” 1n.connection with the Seal case, %6 ,

SUMMA_RY ﬁn‘on_NCLUSI'QNs,, ; . 7
‘The. Subcommittee testimony - réegarding Cuban involvement in

narcotics trafficking was. consistent with the findinigs of the State
Department in its most recent U.S.-International N. arcotics Control

Strategy Report. That report notes:

U.S. law enforcement agencies report the routine use of

.. Cuban airspace and terroritorial waters as safe havens
against U.S. Government interdiction efforts. Some of the
flights or sailings may énjoy the sanction of Cuban au-
thorities, as there has been some reporting that Cuban au-

- thorities have permitfed narcotics “traffickers fo use this
stratei-‘ic location in exchange for facilitating Cuban aid to
guerrillas and subversive elements in third countries,*7 -

-As.the State Department report recognized, “corruption exists in
Cuba’s malfunctioning economy.” 8.4t is difficult to determine
whether the involvement of Cuban officials with drug traffickers is
a matter of personal corruption, or as Jose -Blandon. testified, a
matter of policy by the Cuban government. . : SR

o  HAITT
. s N -_"‘ ST e ‘IN’TRODU,CTION

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

-cause of its location, its weak and corrupt government, and its:un-
- stable political gituation. The Island of Higpaniola- on which Haiti
. is located, is on-the most, direct route—barring transit of Cuba—

from Colombia to the United States. Haiti has harbors and inlets

which afford excellent protection to drug smuggling vessels. More-

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

land freely at any of the istand’s numerous secondary airstrips,?!

* Bince the day of “Papa Doc™ Duvalier,-Haiti’s :goveinment has’
been notorious for its corruption. The Duvaliex/family and their as-
sociates profited enormously from the protection of many illegal
enterprises, including narcotics trafficking.? However, until 1987,

+5 House testimony, ibid, R - ‘ Con - -
4¢ IS, Department of State “International Narcotice Contral Strategy Report,” March, 1988,

. 144,
P i711.5. Department of State International Naregtics Clontrol Strategy Report, March 1988 p.
157. : Tt

48 Thid,, p. 1589, ’ *

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

2 International Narcoties Control Strategy Report, Bureau of Intgénational Nareotics Matters,
U.S. Department of State, March 1988, p. 162. o
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most of the drug smuggling,through Haiti-was éonducted by indi-
vidual “transportation” organizations which made their own ar-
rangements withithe Haitian government officials. .. - - . -
P . Tee CoLOMBIANS Move IN .. o1 s
Following the “departure of Baby “Do¢” Duvalier ‘and the presi-
dential elections of 1987, the Colombians took advantage of the
complete breakdown of government instititions and began to move
into the.country in:force. They.focused-their efforts on corrupting
key military officers who were-in a position. to -assure that there
wotld:be no interference with.thei¥ operations. TN
According to DEA intelligence, the number of Colombisn narcot-
ics traffickers residing in Haiti has been growing daily and the nar-
cotics organizations are now using Haifi ‘as 4 base of operations,
storage site and staging area. In addition, thege organizations are
buying up legitimate businesses to sérve as front compariieg for
their smuggling operations. 'Once. having, iai‘ned access .to local
commerce, they then fotus on corrupting public officials to protect
their inferests.® = - " . T T o T
Thé Subcomrnittee heard a detailed .account of the firocess the
Colombians used to establish themselvés in Haiti from'.Osvaldo
uintana, a- Cuban:Amériedn -who became involved in;drug smug-
gling from Haifi to‘Miami. Quintana later téstified about his expe-
riencé before & Federal grand jury in Miami. He explained that the
Colombians established a working relationship with Colonel-Jean-
Claude Paul by working through a’ Hditian “*hamed -Cardozo? The
Colombians agreed to pay Colonel Paul, the commander of the De-
sallines Barracks, for protection and for the uge of runway on his
ranch for cocaine flights.*. Commangd. of the Desallines Barracks al-
lowed Colonel Paul to play a pivotal role in Haitian politics be-
calige* this force is the elite unit:responsible:for the-protection -of
the Presidential Palace.> Colonel Paul’s :influence was very much

in evidence during the 1987 election, when much of ‘the viclence -

was atfributed to:soldiers and security officials known as Tontons
Macoute acting under his directiohs®. 7 - Sl e T

‘Acéording to Quintana, the payoffs to Paul were to-be made by
Cardozo on a shipment-by shipment basis.. In October, 1986, Colonel

Paul became dissatisfied wifh the amount:ef money he was receiv-.

ing and seized a shipment of drugs in protest. The Colombians in-
vestigated ‘the seizure and' found that their middle man, Cardozo,
Liad been.pocketing most of what-they thought he had been paying
Colonel ‘Paul. The Colombians sent a téam of gangsters ta:Haiti
and brought Cardozo.back to Colombia, wheré they brutally beat
bim for his “theft”s The money was.repaid and Paul's: demands
were satisfied.” Co S T S o
Quintana also-told the-Subcominittée about the efforts- Colonel
Paul, his wife Marie Mireille Delinois, and his brother made to es-
tablish their own cocaine distribufion system in Miami.? Roger

3 Cath testimony, pp. 21-22 and Gregorie testimony, p. 183

4 IQbulintanaztée_sﬁmony, Part 3, April 3, 1988, p. 148,

& Ihid., p. 1

8 Ibid., and Holwill testimony, Part 4, July 11, 1988, pp. b5-56.

7 Quintana, pp. 148-149. B : ceBis
8 Yhid., p. 181 B} ;
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Biamby, a Haitian community leader in Miami ¢

mittee, that Colonel Paul and other military oﬁiggg gﬁfﬁcﬁm

which sailed between Miarsi and Haiti carrying cocaine.? s
Qumta.nas testimopy. coupled with ‘that of other witnesses led ‘Eo

Richard Holwill, the Deputy Assistarit Secretary “of State in

narcotics trade, the United Sfates tried to. pressur resi
ey - . 4 S R ) . Eth P
flam, Leslie Manigat, to have Colonel Paﬁll)ﬁrémoved f%-o;:‘le Ellieﬂﬂ?if
2%ry191élgwae;rgr,c al_giq;;lla %rgve President Manigat from office on June
th'é amédforceg f;le aql contljn;uetri‘__-iga play . a Prominent role_ in
Political chaos continued after the first coup which placed Gener-

vember.7, 1988, '-COlbilél-: Paul was found dead. Hig wife, Marie Mir-

eille Delinois, under indictment in Miami f i
e e S, Indes Cin ) or dru
tained by Haitian authorities as.the murder .suspe%;f:(.ilesal mg, was de-

© Totk Muanar Connwmomon

Roger Biamby testified: that ffici i iti
Rog: government officials in H
1\_/I1am:1_. branch of the Tontons Magoute fo terrorize the la;églufiem?-l

o Biamby testimory, art 4, July 11, 1988 .'10-11 '
19 Prepared statement of Richa.rd Gr i p% ] ,
u Fb.i:éwiu testimony, Part 4, July 11r,e§3§§f’p. ilét 4 July 12, 1988, p. 295.
33 Holwill testimony, p. 55.
3
fe New York Times, November 12, 1988, -
1¢ Biawby testimony, pp. 9, 12,
17Ihid,, p. 9. s/
18 Subcommittee interviews in Miami, '
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, ‘DEA’s OpERATIONS IN MraMr AND IN Ha1TI ° T
“"The Miami police and Drug.Enforcément Agency have had great
difficulty in development of prosecutable cases against the princi-
pal Haitian traffickers in Miami. In order to, penetrate the close-
knit Haitian society, the authorities rély on wiretapes, informants
and undercover operations. However, law enforcement agencies
employ a limiited number of French-Creole speaking officers, and
undercover -operations have been limited as a result. DEA regional
chief Tom Cash testified that DEA operations in Haiti were also af-
fected by this problem.t®* -~ -~ -~ . . =

In Haiti, DEA participates with a Haitian surveillance unit in
watching the Port au Prince airport.2® However, according to testi-
mony before the Subcommittee, the driugs rarely come through the
airpert, but are instead moved by private ship and plane through’
other transshipment points.?2! Even if the ‘surveillance provided
useful information, U.S. Attorney Gregorje argued that Haiti lacks
an honest police force and army to make arrests and punish offend-
ers.22 Moreover, when Haitian authorities seize drugs from traf-
fickers, the smugglers are not only set free, but the narcotics, in-
stead of béing destroyed,-are often resold by the authorities.2® In
characterizing the Haitian governmental structure, Députy..Assist
ant Secretary of State Holwill dbserved that “. .. there is no cen-
tral government . . . no judicial system . .. andthe local army
commanders function as feudal lords.” 2% S :

The weakneéss of governmental institutions in Haiti ‘has made it
éxtremely difficult for the DEA to carry out-its- mission. The DEA
regional chief, Tom Cash, testified that his agency had developed a.

- joint DEA-Haiti Narcotics Center for Inforiation Coordination. He
then conceded that because there are no corresponding institutiori-
al structures—such as a navy or coast guard—to-tackle the narcot-
ics problem, the “information center didn’t mean -muc¢h. He ac-
knowledged, DEA efforts in Haiti are “rudimentary at best.” 26.
, . . CoNcLusioNs - . o
-+There is little hope that serious inroads can be made into the Co-

lombian narcotics trafficking through Haiti until legitimate democ-
ratization efforts are undertaken.” As long assthe Haitidn ‘military

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

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

- However, therefare steps which- could be taken to make it more

difficult for Haitians ‘to run_their cocaine distribution networks in
the United States. One of these might include-an immeédiate review
by the Department of State of visas which have been granted to
Haitians residing in Miami who are suspected of being involved in
the drug trade. For example, two witnesses identified Lionel

i Biamby testimeny, B 12.
0 Cach testimony, p. 28.
21 Sog generally Quintana testimony.
22 Gregorie testimony, pp. 183-184.
22 Biamby testimony, p- 6.
24 Holwill testimaony, pg. 53-54.
3¢ Cash testimony, pp. 38-44.
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Wooley as riinning the Tontons Mac: i i

coley as running the To acoute in Miamj ntrolli
% : Isnai:]SOS{I e?ﬁ?;e‘i%sstnbutlﬁnuﬂeawork. He resides f;aciﬁomngoé];n E
U.S. . case sho e carefully reviewed min
whether Fe h?s committed acts incompatible with his m?gatiog

status.
In addition, a méjor effort shoﬁld b [ -

n £ on, : : e undertalk - z
f}g:len—ii -agencies to train specialists in the Haitian er&i];iregtru%fgg are
rg;gorag)sﬁfi)r%eﬁenzofﬁcials with this skill, which hag beex?l'. :
) cle to.developing effective i igence operations dize
edbait-tlli;e: Haitian :di'stribl:lti'gn ngtwjgfk];:teu{g@ce opt_eq;atmn_s direct-
UITECt, government-to-government assistance wit}i';th ) opti
of gllilélit;amt}?nﬁn.assgtanée provided through p].:ivate ang- \?tzz-thuellftt ary
gg ncies, should continue to be prohibited to Haiti until lesitimat

emocratization efforts are underway. : i srimate

) HONDURAS o
‘ ... - InTHODUCRION
Honduras has been a transit poin reotic ,
] £ nsit point for narcotics comi

g?glgei u%:f,g:ees (S;pr::mt?fé lg_it:t 197 0;5.‘_ Its 1lr'elai',ijgrely sp.ars‘?;algguf:ti%}:le
. airstrips, long coastlin iced

ggl); gftl:?an?; cinf}]f: Tl}: n??e gtél;;%%twe c,;si:lop,ovegr ‘point hmgyugggﬁggnd A

mbia and the United States. Colombian marijua g
have used Honiduran Wwaters to transfer loads _fromJ m?ti:rr%]ﬁgéeg

hoIifIablg- i:hé_‘%dntra war. : :
L1onduras has received large amounts of U.S. assistane
g?;dlireacg“vggz %ggeﬂﬁy lg;figf'_st recip(iiént of IEiITSES]fs f?o?g?g.nluaégigsgz
» Tecelviug 5189 million in loans and grants. The peak vear fo.
U.S. aid to Honduras was 1985, when - 5 rereived So30
million of which ‘$73.9 million W,as iJ:':3 ];Ji%l:ag légggmfg:.l: od $289.1

History oF NaRkcotics TRA¥FICRING IN HONDURAS

Members of the. Honduran military leaderghi
; the. 1 ) eaderghip became i
S B oo smoploe el B oy i
L ) - According: to Jose Blandon, Col i
used his relationship "with military inte]lig:nceq (éréﬁigglaﬁ
! INCSR, State Department, March 1988, p. 128. |

. “Honduras: US, Foreign Asgistance Facts,” b Sanc j
tional Defense Division, Congressional Researc,h Sme ll;tpgated Mlal?’ o ffégn pAgm 2nd Ne-
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‘Central Amegrica to protect his-arms dealings and his
Eﬁggﬁﬁ#ﬂgg drug trade. His counterpart i‘m*Hondurf:.s, t];e heaid
of the Honduran military 'intt;]]igence ir: the late‘-‘ 1970°s. ra.t}d,ea.tjy

's-was Colonel Torres-Arias.3 - - - c S
80 ‘Jsoglasj?,(ljandon testified that Noriega drew Torres-Arias and e:il
close associate of his, Colonel Boden, the comn}a_ande‘r_of_' al.ﬁ1-3.1'1;1:‘111\/(;:{J -
division, into the business of supplying ‘weapons' to- the ML
rebels in El Salvador. Several weapqns—ﬂlghts:fz:om'No;jeg‘a , e
FMLY in Salvador went through Honduran.territory and were. I]):roti
tected by Torres-Arias and Boden. When «'Blandén: ‘was -as _ed
whether he' personally: knew thab :weapons ‘were bemg_.sh;gggf
through Honduras' to the rebels ini El Salvador;-he responded;* .
Cours'e.” 3 L : i : 1’ R i o -

He went on to testify: . el . . i

.. . Noriega coordjn'ated,meeti_ngs in Panama with the
Directorate c?f the Farabundo Marti Front to establish two -

routes for the supply of arms to El Salvador, one #through

" .. . the Gulf of Fonseca and a.notpgr in the North qf Hon-

~ - duras called thie Ho Chi Minh Prail>® =~ = - TR

.. Did you attend any of those meetings? e s .

- »Answer. T-atténded both meetings.5 Lo T* i

In 1983, Noriega arranged two meetings between Torres-Arias,
Bo];-ine:% 938153‘3 gi%'Fl%ﬂ;N reb%ls. Noriega wanted to have Fidel Castro
introduce Torres-Atias and. Boden to :the FMLN leagl_grihlp:_,m qr;dzi
to facilitate thé development of a direct relationship.®,To qgnfc}:e
Havana as théir real destination, Torres-Arias .and Bodeén said they
were traveling to visit Noriega in Panama: Thgy_;wegl;‘tq Ba__.nf.?a
but were then flown to Havana in a Panamanian- mﬂltar;& _'|ef : ﬁr
secret meetings with Castro and the FMLN. When the word, of the

* trips to Havana begaii to circulate dmong the Hopdurazg m1htar;£‘
leadership, Noriega passed the details back to the CIA. :Nev%-; gil
the trips catiséd a scandal which led “to the dismissa) of ] of
Torres-Arias and Boden from the Honduran military. - Nori

Blandon testified that by 1931, the relationship ‘bga_t_yveegl ".lonega
and Torres-Arias had expanded into narcotics trafficking.® B andon
also testified that he had indications that the network of -_(:la.ndes—
tine sirstrips in Honduras which was being used.to s%xpply the
Honduran-based Contras were being used by drug planes. ; ]

Honduran coastal waters also have been uséd to transf ertmatg-
jiana from mother ships to smaller shrimp boats for runs.to the

ited States. Convicted smuggler, Leigh Ritch testified that he
Eﬁtggrg%t:é..o% ma.:lijua.na transferred from Colombian mother ships

ir shrimp boadts in Honduran waters. Ritch testified that the
gﬁri:iléae;)r bsoat t}?ey used lopked exactly like the ones the Hondurans
used and blended in with the Honduran fleet. The Colombian

mother ships off-loaded the marijuana to the shrimp boats at night

3 Testimony of Jose Blandox, part 8, April 4, 1988, pp, 14-16.
#Ibide .- -

5 Thid.

6 Thid., pp. 17-18.
7 Ibid., p. 15.

& Ibid., p- 15.

5 Thid., p. 17.
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ahd the shrithp boats would then head back to the United States.1°
Convicted trafficker Michael , Vogel testified that his smuggling
group ‘was offered the samie off-loading use of Honduran waters 11
While -Vogel. testified that he never personally used Honduras, he
was aware of a group working out of Honduras in conjunction with
the Honduran military.12 ~ S ’

Bitch’s and Vogel’s account of using Honduran waters for the

transshipment of marijuana ‘was confirmed by Tomas Zepeda, the
agent. who opened the first DE office. in Honduras in .1981.
Zepeda, in. a Subcommittee deposition,.. stated that Honduran
waters were being used for transshipment to- a congiderable
degree.ls . = : . ) :

- He went on to say that such transshipments were protected by

the mulitary, 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-
" 7 fuel, the boat would be: unable to operate, And frequently T .. -
...~ would have to'gq.fintorheadquarté:s-agd réc’lue‘st.ia“uthori,:;a-, ,
- tion to buy fuel for the patrol bouts 50 we could go'out 6n . -

Jran operation. It was usually after-the fact when we got out
in the patrol area.l¢ & . R I

- Zepeda-also said that he :had received information that Torres-
Arias was involved in the drug trade and that he had Passed the
information on ‘to Washington, 15 Accordirig to Zepeda” when
Torres-Arias was replaced by General Gustavo Alvarez the” corrup-
tion. at“senior levels of the -arimed fofc'e's"i"contiﬁiied.’..Zepeda-said
that he filed extensive reports on the Corrirption of the -military by
the drug trafficker's and that the corriiption made his work in Hor-
dutas diffieule: -~ - - - S T B T -
_“It was difficult to conduct an Iinvestigation and expect the Hon-
duran authorities'to assist ir, arrests when it was them- we were
trying to investigate;” he explained. 15 B o " -

Without consulting’ ‘Zepeda, thé" DEA office in’ Honiduras was
closed’in June-6f 1983 for “budgetary réasons.” 17 Zépeda said that
if he had been’ asked, he would have argued that the office should
have stayed in operation. He seid that.even though there had not
beén ‘Hany arrests; the office had generated a stibstanitial amount
of useful intelligence, when the office closed, Zepeda Wwas- sent to
the Guatemala City DEA office, where he continued to Spend 709
of his time dealing with the Hondﬁraxi’.:’drug"prdﬁl“elﬁ, Zepeda tes-
tifed that the drug problem in Guatemala was less severe than the
one in Honduras,18 o S N .

10 Testimany of-Leigh Ritch, Part 2, February 8, 1988, p. 63.

1z De;dmsition of Michael Vogel, March 81, 1988, pp. 24-25,
12 Thid,, p. 82. . .
% Zepeda Deposition, Part 4, April 6, 1986, p. 720. -
SR
id., p. 720. -
16 Thid., pp. 721-728, =4
17Thid , p. 724. - : :
8 Ihid., pp. 724-725.
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Bueso Rosa, LATCHINIAN AND Narco TERRORISM
October 28, 1984, the FBI seized a shipmént of 845 kilos of
bor(:)a?ﬁgv.frjrth an estimated $40 million on a rural airstrip in Sp};t];l
Florida. The proceeds from theé sale of cocaine were to have been
used to finance a plot to assassinate- Honduran President Roberto
o Cordoba.1® : ) . o
Suzgzrresté'& in the plot were General Jos¢ Bueso-Rosa, who was at
the time the Honduran military ‘attache in S.antlago_,“_(._'}h1lp,. Geoard
Latchinian, a Honduran arms dealer living in Miami; and Faiz Si-
kaffy; a Hondurai ﬁsiﬁessman_t’alsq (1:.11*;71_1':12% -in- Miami: All were
reed with conspiracy to commit murder. Hoo- T
Chiigfﬁewéfne' of t%é ac.t:?;'ests, FBI Director William Webster stated:
We don’t want infernational terrorists to ct,’éra.tal:ol;’sh .
beachteads or bases for operations in the United States
such as they havé enjoyed for years in other parts of the .
world.2? i o h L 'al o
Factual ‘Admissions by the United States in the trial of Qliver
North; released pﬁblicl'}tg"n"Aprﬂ_Gg; 1989, revealed that “in mid-
September, 1986, L. “’C}dfl;"‘l}{grth advised Admiral Poindexter that
U.S. *Ambassador Negroponte, General Gorman® of South Com,
genior CIA official Duane Clarridge, and Lt. Col.*North had worked |
out arrangements for support of the [Contra] Resistance with Gen-
eral Buéso-Rosa; a former Honduran military officer who:had re-
cently been convigted of offenses in the',U.S._ Lt. Col. North suggest-
ed. that efforts be made on 31;280-505? s__gghalf:to deter him from
liselosing details of these covert activities®2 .. . SR
dl%u%so}%oga; was subsequently extradited from Chile to the United
States. While Latchinian was convicted by a federal jury on con-
spiracy charges and sentenced.to 30 years in-prisom,. Bueso-Rosa
was treated very leniently. He was sentenced to five years at Eglin
Air Forte Base federal prison camp 'in Florida, after senior U.S.
overnment .officials attempted to intercede on-his behalf since
A he had been a friend to the U.S... .., involyed in helping us
with the Contras.”22 The Justite Department had objected strenu-
ously to. the Tenient treatmient accorded Bueso-Rosa, arguing that
the conspiracy was the “most Bignificant case of nafco-terrorism
discovered.”2s " T T o TR
).,,%F)Ii' Novernber 21, 1987, Jéi‘,‘”gl% Qchoa was arrested on a highway
in Colombia driving‘a $70,000 Porche owried by Said Speer, a Hon-
duran Colonel serving as'a miflitary attdche in Bogota. Said-Speer
denied knibwing Octiod and said- that his use“of the' car was unau-
thorized; but he cotild not ‘explain* how he was“able toz'.spurchgs_e
such'an expeiisivé car on'thié pay of a Honduran Colonel.

18 “FRI Nips Plot to Xill President of Honduras,” By Robert E. Taylar, The Wall Strqet Jour-

3, 1984, : . 4 »
m‘}“ §§;§?§e§h‘)w Drug Link to Suspect in Alleged Plot Against Honduzfanl, by dJon Nord-

heimer, The New York Times, November 3, 1984. :
21 Taylor, op. cit. o "
g , U.S. v. North, U.S. District Court, 1988, %102, o
:ﬁ gﬁﬁiﬁtﬁ?ﬁéﬁmony zf Francis J. MeNeil, Part 8, April 4, 1988, p. 52, Iran/Contra dep-
osition of Mark M. Richard, Appendix B, Volume 23, August 19, 1987, pp. 122-128 o

i: g‘hhgl,ltarypp 43f-ﬁ43érs in Honduras are linked to the drug trade,” by James Le Mojfrx;e; The New

_ York Times, February 12, 1988, p. Al

~

T T TR e
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. On November.19, 1987, a week after authiorities in Florida confis-
scated the largest sejzure of drugs ever,in the U.S. (8,000 pounds of
:cocaine) which had been packed in hollow furniture in a Honduran

factory, DEA announced plgns to reopen its Honduran office:26
T, 7, Ramon Mata Baigksteros .

i’ sIn March 1985, DEA“Agent*Enritue Camarena was kidndpped
and. bratally murdered in.Mexico. Camarena had been inveéstigat-

‘g -thé<activities 6f 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 . Uriited
States. Following Camarena’s murder, DEA began an intensive
search for Matia, L T e :

-Matta was born in Honduras and grew up in an environment of
extreme poverty and illiteracy. As a young man he obtained a false
visa and moved to the United States. He was eventually captured
by immigration officials and deported. He returned to the United
States where he was sentenced to five years at a minimum security

,_gﬂson in Florida:"After 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'top people’in thé smuggling organization at the time
DEA agent Camarena began his iniquiry.27 ' o
DEA trackéd Matta to Cartagena, Colombia where he was arrest-
ed and set for extradition. The Medellin cartel planned an escape
from the La Picotd prison in Bogota but the’ warden, Alcides Aris.
mendi, blocked their plans.'In revenge, the Carteal murdered Aris-
mendi while his car was stalled in Bogota. traffic. The Cartel’s

. “sécond attempt at rescuing Matta was successful- They paid $2 mil-

liqn in bribes to the prison guards 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 extradition to the United States because the Hondu-
ran constitution forbids the extradition of Honduran nationals.

. Matta, who had been characterized by U.S. Customs officials as a
class 1 DEA violator, quickly become-one of Tegucigalpa’s leading
citizens. He helped establish an airliné company, SETCO, which
among other services provided cargo transport services for contras
based in Honduras.28 He took. up residence on 4 large estate and
began giving money to the poor. At the same tinie, U.S. law en-
forcement officials believed that he began running his cocaine
smyg:g_lmg‘_dperatic)n from Tegucigalpa. Their suspicions about his
activities- increased as the result of two large seizures of cocaine
from Honduras in South Florida. The seizures, which.totaled more
than 5,000 kilos were both concealed in containers shipped from

Hondtira_ls,,té the United States.

28 11.8. Jooks at Honduras as drug trensfer point; DEA reopening office in Te-g'uciga.lpa ” The
Washington Post, By Wilson Ring, Decamber 7, 1987, p. AZ. INSCR U.8 ’
INBY Buzeau, Maieh 1865 p 128,129, F wPepariment of Stae,
‘U.8. grills Honduran dyug lord” Dave von Drehle, Miam: H; Id, p. 1 April 7, 1988,
28 U.8. Customs Investigation Report, May 9, 1983, pp. B-10. creE P 8
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- In- addition, convicted smuggler Michael Vogel stéted that in the
courserof "his ‘drug -trafficking ‘and - ldeking into the. possibility of
‘tratficking through Heénduras, 'hé was informed that an individial

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 hiive his cooperation.2® _

Despite his connection-to the Camarena murder. and:his swidely
suspected drug ‘dealing;- the. United-:States -did not ‘pressure;the

Honduran government-to take steps to:expel him. frgm the-¢ountry

or curb his activities until :April 1988.-On*-April -5, 1988, the mili-

tary-arrested him and expelled; him from the country ‘by.sputting

him oh 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 scheduled tes-

timony before the Subcommittee. . S ST T

- o R1GOBERTQ REGALADO LARA -, . foLt

On May 16, 1988, thé Honduran Ambassador to Pananta was or-
dered held without bond -in Miami after U.8. Customs agetits found
nearly 26 pounds of cocaine’in his luggage. .. =7 .. LT

" Thie Ambassador, Rigoberto Regaladp Lara, a Tetirsd Hondiran
army Colénel and step-brother of the Honiduran armed foxces” com-
mander-in-chief, had been Ambassador to Panama since 1986. In
response to the arrest, the Honduran-government. riotified U.S. au-
thorities that Regalado’s diplomatic immunity had been suspended,
g]lbgv—ing Regalado to be prosecuted under the laws of the United

ta eS.' E . S PR . P R -

Regalado had arrived at Miami International Airport from. Tegu-
cigalpa on a TAN Airlines flight on May 15.-A Customs inspector
checking his luggage found the cocaine imside 10 packages - sur-
rounded by coffee and wrapped-in plastic; concealed inside pant
legs and other clothing in his suitcase$9.. - L

, .. - Poricy Issuss ,

A review of the history of gun running and drug trafficking
through Honduras suggests that elements of the Honduran mili-
tary were involved-in the shipment of weapons to the FMLN i El
Salvador and ‘in the ‘protection -of drug traffickérs from 1980 on.

These 4ctivities were reported to appropriate U.S. government offi-- -

cials throughout the period. L N .
- Instead of moving decisively to close down the drig trafficking
by stepping up the DEA presence in the country and using the for-
eign assistance the United States was extending to the Hondurans
as a lever, the United ‘States closed the DEA office in Tegiicigalpa
and appears to have ignored the issue, Little public attention was
focused on the presence of Matta Ballésteros in the cointry until
the February 1988 New York Times article.31 -

20 Thid,, pp. 32-33. ) o
30 “Ambassador held on drug-charge,” The Minmi Herqld, May 17, 1988,
31 “Le Moyne, New York Times, op. cit. ™ ’ T
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) ‘ 1LN was a major U.S. poli jecti
in. the early 1980’s. It was g0 important %Jat it beggllggyao%]gg&ﬁ
1:1?z=*.ue in United States-Nicaraguan relations and became a justifica-
c.’:\ls for various U.S, supported actions against the Sandinistas, -

o lan the case of Panama, it appears - that a compelling factor in
1 mhga . _Stgtes—_l—.'[_ondpran relations was support for Afmerican policy
11-?611:1 de yeglglg,‘r gﬁgﬁﬂy sup%ox&t for the Contra war. As long as the

ernment pr . : o E =
o Secoun:randa.ty:impoftanc g o:n e that support, tl;n? ot_l3er 1ssues werg

- PANAMA

Iﬁ_‘ngDUC‘IIOﬁ

The indictment of General Manuel  Antonis e ( : 1
he ! sonio No :
narcotics chargés in ldte January; 1988, did not coﬁral':g:s Znsﬁggg
to either the Executlve Branch or the Congress;, . = ..
-By the tame"Genel_-al Nor-iega was indicted; the United States

yerzf‘rllsafpagl done }it(;l’es to respond. -

- “The-failure o U.S. officials to act wasg largely the re t ;
relgnq_;lsh.l_?s Panamaman officials had develop’e% with [?US‘1 ﬁiet]?i?
1%(ience “and-law enforcement agencies in performing - services for
al:n-i on :a: vanety-of—'matt.ers,: including drug-enforcement, It was
20 a consequence of ‘the desire .of US’ officials to maintsin good

Sworn testimony from former U.S. officials réspons r handl

n testim : f .S, ponsible for handl
U.S,i{ policy: toward Panama, Panamanian officials who formdgﬁg
wor, et} with _Genera_l rNon(e_ga; and drug ‘traffickers who had been
in the narcotics business with the Panatanian dictator. The. testi-
mony. of both the former Panamanian officials and the"drug' traf-

Egg ea;}g.reementé with General Nonega)to move drugs or launder
Significant information_essential to reachir: ore o
understanding of the evolution of US policy tg I?Iorl'?:gr: 'ﬁg.;mﬁgs
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. ¥ July, the

National Security Counc:l denied the GAQ access 1o ths files neces-
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sary to complete thé job on thé grounds of national seturity. The
NSC ordered all relevarit agencies to withhold their files® on
Panama from the’GAO. As a conséquence, the Subcommittee has
ot béen able to undertake a full analysis of how the Noriega prob-
lem was handled by the U.S. prior to his indictment. =
The Subcomimittee bélieves it is essential that the hew Adminis-
tration make it possible for the GAO to follow through Wwith- its
review of past U.S; policy toward Panama.? ‘ :
OriGNg OF CORRUPTION IN MoNEY LAUNDERING

" Until -1968, Panamanian politics - were: dominated . by & small
group of leading families which controlled the economic and politi-
cal life in the country. Key decisions were made by coalitions of po-
litical parties which worked out disputes among these elites.?

Omar Torrijos, a populist general, changed the system in 1968,
when he led a coup against the civilian government and put him-
gelf in charge of the country. The military tock control of the polit-
ical system, and began to intégrate the urban lower classes and the
rural peasants into the political and economic mainstream of Pana-
manian society.? e e e e e
~ Torrijos then turned his attention-to.developing the Panamanian .
economy. These efforts included the.development of Panama as an
international banking: center. Torrijos was advised that Panama
could simultaneously become a tax haven by eliminating income
taxes and a bank haven by developing strict bank secrecy laws
along the lines of-Switzerland. By using the UiS. dollar as its offi-
cial currency and developing a legal systemwhich allows the For-
mation of “hearer share”’ andnymous corporatiops, Panama could

become -an ideal site for péoplérand :institutions:from around the
world:to deposit their money:without. having to-worry about con-
vertibility, taxdtion; or disclosure:® =~ . W B

During the late 1970’s and early 19807, .illegal dollars-began to
_enter Panamavia private planes;.by private couriers, in passenger
suitcases on commercial flights, and ag air-freight. Evéntually, this

activity was facilitated by the Panamanian’ military, who super-
vised the off-loading of cash into armored cars.® '

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

- makers did -not take any steps in résponse 1 this eévidence, howeév-
ér, and official corruption in Panama spread from money-launder-
ing to a wide array of criminal activities; including-nmarcotics traf-
ficking by public officials, their relatives and agsociates. .

‘1 See GAO-NSC correspondencs. . ' o -
and U.S. Policy Coricerns,” CRS Issue Brief, Juné 16,

2 ¥Panamp’s Political Crigis: Prospects
1988, p. 2. . Lo :
8 Ihid, . L.t N
"+ See Subeommittee téatimony of Martin Mayer, Part 3, April §, 1988, pp. 67-68. -3
Pp. 283-284; Laigh Ritch;

s Subcommitted testimony of George:Morales, Part 8, April 7, 1988,
Part. 2, February 8, 1988, pp. 66-68; Kamon Milian Rodriguez, Part 2, p. 247.
-6 Suhcommittee testimony. of Admirél Murphy, Part 4, July 14, 1988, p. 239,
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he lied to the Subcommittee about his role in-the mioney launder-
ing business. His. testimony on this subject hag been referred to-the
1.8 Attorney for possible prosecution for perjury.s ~ ¥ .-
... Acéording. to Awan and -officials’ of ;the bank, in .1982:Noriega
opened an account at BCCI with ¥arge 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 to keep:the records of the account away from Panama-
risn nationalss and to>book“the account’outside of-the country.l®
. -Noriega then used the account-to make-cash payments to Pana-
manian political figures. Awan said that-he assumed that the pay-
ments were béing made-in-connection 'with the presidential elec-
fion schediiled 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: Noriega<then called the bank to say that
someone would be.coming by with a noté of instructioh; and Awan
would give the cash to the persof with the note.*® - - .

.. EARLY.- PANAMANIAN INVOLVEMENT IN NARCOTICS '

The Panamanian military first formed ties with drug traffickers
in the ‘early 1970’s. According to press accounts, these initial con-
tacts were n"oted_b;/ the US Bureau of Narcotics and Dangérous
Drugs {the “BNDD”), which identified Noriega, then in charge of
Papamsnian military intelligence, as working with the traifick-
e .1‘]' B = . - - ‘ R

“Tn 1972, while the United States was negotiating with Panama
ovér the future control of the Canal, the brother of the late Gener-
al Omar Torrijos, Moises Torrijos, was indicted for smuggling drugs
in Panamanian diplomatic pouches. U.S, law eriforcement authori-
ties learned that he was plaphing to‘transit:the Canal Zone, which
at that time wag under U.S.-jurisdiction, ‘and made plans to have
him . arrésted. However, Genéral Torrijos was alerted, that his
brother was about to'be arrested as soon as he entered the Canal
Zone. It waé this tip that allowed Moises. Tortijos to escape cap-
ture.% ' o S e e R

During éonsideration of the Panama Canal Treaties, the Senate
Select Committee on Intelligence was asked to evaluate narcotics
intelligence ‘on Pshamahian‘ involvément in the ‘drug trade. The
Committee’s then-Chairinan, Senator Birch Bayl, reported to the
Senate on the BNDD's evidence of involvement-of prominent Pana-

minians in drug trafficking. Arhiong those cited by Bayh were Gen-

eral Torrijos’ brother, Moisés Torrijos, then-Foreign Minister Juati .

Tack, who was said to have signied the-diplomatic passports of drug’
smugglers,-and Raphse A

amanian Ambassador to Taiwan.?® Moises Torrijos’ drug traffick-
ing was cited by some Senators as justification for voting against

the Treaty.2? -

15 Thid., pp. 477-479. e

18.1hid,, pp- 479480, - - -

11 See “Panamanian military
Union, Albany, New York, Jupe 10, 1988, p. A-1: ] )

18 (pngressional Record, Feb. 22, 1989, p. S4115. S # : b

10 Senate Congressional Record, Feb. 21, 1978, $3980-3981. -

20 Congressional Record Feb. 21, 1978, pp. S3975-3983.

Ty e o

1 Richard Gonzalez, the son of the thep-Pan-

ofﬁcers- deamed drug traffickers,” Knut Rc;_;rce, :i’f'?:e Times:
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. After the passage .of the Treaty; no furth i
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%9 Blandon, Part 2, February 8, 1985, '
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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 Colonell) Alberto Putcell, Lt. Col.” Lorenzo
Purcell, and Major Alberto Fundora, as well as Air Force Chief of
Staff Marcos Justines, all of whom ‘enjoyed'the profits of the smug-
gling operations.26 . W T e .

In addition to these military groups, Noriega also worked closely
with a group of non-military personhel who became known as “the
civilian group.”.This group, which included his personal pilotsien-
gaged in a-variety of criminal activities-at Noriega's direction:
Prominent members of this group who-handled illicit operations for
Noriega in¢luded Enrique Pretelt, Ricardo Bilonik, John ahd Jorge
Krupnick, Carlos Wittgreen, George Novey IIL, Cesar Rodriguez,
and Floyd Carlton.27- - - - S AL

~ . .. NorizGA’S INVOLVEMENT IN THE ARMS BUSINESS

- Even before Tortijo’s death, Noriéga had been active in the gray
market arms business, using his control of the government security
apparatus t0 arrange Panamanian end user ¢ertificates which le-
gitimized -the shipment of arms to Panama. Once in"Panama, Nor-
iega would“sell the weapons to*whomever bid the most -for them.2®

His earliest clients included the Sandinistas :whe were then
trying tq overthrow the Nicaraguan goverhment of Anastasio
Somoza.28 The weapons were purchased in” Eurcpé by Michael
Harari and Jorge Krupnick, who, worked with Noriega.3® The arms
were moved to Costa Rica for shipment to the Sandinistas inder
the eye of Noriega's partner, Costa Rican Security Minister Johnny

Echevarria. Althotigh many weapons were in fact sold“to the Sandi-

nistds, many more wound up in storage in Costa Rica when the
Sandinista war ended in 197981 °~ 0 . 7o~ .

According to Floyd Carlton, a partner of César Rodriguez and
pilot for Noriega, the excess weapons were then marketed by
Panamia to the rebels in El Salvador.?2 = = T
~ Carlton and his partnep Cesar Rodrignez flew the guns into El
Salvador in 1980 using Panainanian military. aircraft. One one of
the trips, Rodriguez’ plane:-was damaged. on -fakeoff and crashed
when he tried to land in E} Salvador. Carlton, who flew a second
plane on the same delivery mission, pulled Cesar Rodriguez fram
the wreckage, put him in his plane and flew to Panama where they
both. went into hiding.5% " o N ‘ .
 When Salvadoran officials discovered the wreckage of the Pana-
manian.Defense Forces plane, the’ origin of the weapons for.the
rebels was obvious. According to Blandon, ‘the Salvadoran govern-
ment formally protested to Torrijos about the weapons deliveries,

26 Blandon Memorandum to Subcomrmittee; Feb. 8; 1988,

27 Blandon, Part 2, p. 91; see.also testimony of Steven M.

1588,

28 Blandon, ibid., pp. 86, 138. .
z9 Ibid - - . . ° . .
30 Subcommittee Testimony of Jose Blandon, Part 2, February 9, 1988, pp. 93-04, 140, *-
st Blandon, Part 2, Feb. 9, 1988, pp. 135-140

1988, p. 53. '
32 Subcommittee testimony of Carlton, Part'2, Feb. 10, 1988, p. 193.

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

. Kalish, Sen-atekPennanent Subcom-
mittee on Investigations, January 28, 1988; and Blandon Memorandum to Subcommittee, Feb. 8,

and Testimony of Francis McNeil, Part 8::April 4,
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negotiatedor. Noriega's behalf by Lt: Colonel Juliaii- Borbiia  Melo
of the Panamanian National Guard. Third, he began to use mém-
bers of his “civilian group™to smugglée narcotics‘directly:¢r -
s In 1988, Floyd Carltenh was both a hiember ‘of General Noriéfa's
“civilign -group” and: General ‘Noriega’s ‘personal pilst. In 1986,
Carlton ‘as¢arrested by thé United States, and convicted -on nar-
cotics charges. In 1987, Carlton became a principal witness against
Norjega:in the Grand:Jury ease brought'in the Southern District of
Florida that led to Noriega'sindictment: "~ ---% - 2 70
. -Carlton -described in -detail’ t6"the*Sibcommittee "how he éstab-
lished a natcotics trafficking business, on Noriega's behalf with the
Médellin éartel. . -~ ° A

Carlton testified that he entered the business 6f smuggling co-
caing in mid-1982 while working as Noriéga’s personial pilot. Carl-
ton said thiat he’had several meetings with Pablo. Escobr and Gus-
tavo Gavera,two leaders of the cartel,” who ‘askeéd him to_smiiggle
cocaine from Colombia irto Panama for the cartel. Carlton . initiafly
declinied, but changed his mind aftér discissing the matter with
Noriega'a few weeks later.’ R R A
# Carlton’ testified that on ‘his second meeting with Escobar, Esco-
bar offered to pay Noriega $30,000 to$40,000" per load of cocaine,
and Ca¥lfon $400 per kilo. According to Carlton, Noriega' advised
Carlton that this was too little, dnd that he wanted $100,000 for the
first trip in advance. The ¢artel agreed. Ultimately, Noriega was
paid $100,000 for Carlton’s first flight, $150,000 for Carlton’s second
flight $200,000 for Carlton’s third flight.of cocaine, and $250,000 for
Carlton’s fourth flight of cocaine.#2 . L )

Carlton testified that he was only -one’of Noriega's several part-

nexrs in drug trafficking. Among.others were Cesar Rodriguez, a
drug pilot Wwho obtainéd the planes needed- to smuggle narcotics
from among thogé seized by the Panamanian government from
other traffickers.4® . R e : '
NorGa’s Rirr WiTH THE CARTEL

In May, 1984, on the day of the Panamanian 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
thé assasgination of the Colombian Minister of Justice, Lara Bo-
nilla, a week earlier, and needed protection and asylum until the
furor.died down.** Noriega told-associates-that the cartel paid be-
tween.$4 million and §7 million for Norjega’s protection of individ--
uals in the Cartel during this period.#5 - B D T
_However by.mid-May, Noriega became concerned about‘the pres-
sure he was receiving from 1J.S. law ‘enforement personnel concern-
ing the cocairie procesging plant he had allowed the cartel to estab-
lish in Darien, Panama.*® Now that he was harboring the cartel

4! Blandon, Part 2, Feb. 9, 1988, pp. 88, 101-102. R TR

42 Subcommittee testimony. of Carlton, Part 2, February 10, 1988, pp. 188-180.7°. -

43 Subcommittee testimony of Carlton, Part 2, Feb.-10, 1988 p. 18L. -~ . " - ]

44 Subcommittee testimony of Blandon, Part 2, Feb. 9, 1988, pp. ‘101, 103; Catlton, Part 2, Féb.
10,1988, p. 197.. = TR AT o o

i Blan%on, 1bid., pp. 101, 103; Carlton, ibid., pp. 197-199. . :

45 Clarlton, ibid, p. 199,
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leaders, Noriega feared that if he allowed Dari
d ) ¢ arien t a]
the'U.8, rm%ht recognize that he had become a pari?ngirgﬁg %}g-’
el. He: thgrefo;e dpcidqd ‘to allow the Panamsnisn de-

Noriega, who was travelling ; assassina-
J N OY » Who 3 g -in Israel, ] ‘
b aedi e g el Tl o
kﬂéed’.g 1 Fi e_r astro to..rescind i:he cartel’s order to have him
landon testified that Noriega 't hi
LA _ personally sent him t j
Castro to solve the problem with the ;:a{ttel. Blando?l ?:f; E:;}%

persons arrested in the raid on, Darien would be released i

| . - - B [ i & € i ;
qgreeddtq the tems proposed by Castro. The 23 pedpleaf'?g-el\cilzggfg
ed, and the Pane;maman government dropped the criminal ¢
Against the cartel’s employees.42 a8es

Normga’s U.S. ParRTNERS

By 1983, Ndriega’fs Wi].li.ngnesS to heco i foi

Y 1900, ) me an active. i i
Vn%rcoﬁms--trafﬁckmg_became known -among U.S. Hiu%'aﬂ?g;ﬁiigr?
who -began to approach. him for assistance in moving narcctics
throo;glill;an?.ma to the United States. - i

‘ne American partner of General Noriega was the Ritch-Kali
organization, which smuggled significant quantities of n?%al.rll,]{l?lal:sg

approached Noriega: and paid him a $300,000 cash br
E:}; lgggﬁﬁfgﬁﬁ aldllc?lv;vedtrgl%g ci){rgamz' ation to u‘seffl’giau;nsaegste%
» per e drug ers te purchase a resi
one of hls. OwWR personal hermes, and ultimately enteizfildiflligeanf?ualr
-partN nership vnthdthe organization, 50
eriega invited Kalish to become a artner i ici isti
cosci %r business operated by “ciyilian gro&p?’lc Eeg%rgloﬁomgmuz;
?.n o etelt as well .as Noriega: Kalish- madé a $400,000 payment
13: <o percent of the stock of the company, of which half went to-
thor1lega. 11133; the end of 1983,‘ Kalishwasnegotiatingffor Noriega on
Ne burchase of airplanes, including a Boeing 727 to be used b
teon?:ga 1xf’or mc;:lztle{ :'l‘:iundermg. According to Kalish Noriega Finy
ded -to use tha ane to.fl - hi C.
e ose o covgr.“ 0.1y money -out of Washington, D.C.
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1988, ;54. ny of John Kalish, Senate Permanent Subcommittee on Investigations, Jan. 28,

51 Ibid,, pp. 5-8.
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In return for such favors, Noriega provided the Kalish drug
smuggling organization with military protection and favorable
treatment. Kalish -himself received three: Panamanian passports,
including one,Panamanian diplomatic passport. Noriega continued
to work.with Kalish in: drug smuggling operations until Kalish’s
arrest and incarceration in Tampa, Florida on July 26, 1984.52

. U.S. KNOWLEDGE OF NORIEGA'S ACTIVETIES . -

-As a consequence of the: NSC’s decision to prohibit GAO nvesti-
gators from receiving information-regarding US policymaking on
Noriéga and narcotics, the Subcommitiee cannot définitely -detet-
rnine what U.S: agencies knew: about Noriega and when they knew
it. (The GAQ’s report to the Subcommittee Chairman regarding the
status of its inquiry, as well as a chronology of the GAQ’s attempt
to reach agreement with the various agencies of the U.5. govern-
ment in compiling thé information oh General Noriega requested
by the Congress, are included as @’ appéndix to thigveport.) =
_"However; it is clear from the testimony of 2 nuimber of witnesses
‘before the Subcommittee that Noriega's activities in: connection
with narcotics'had become widely known within Latin America hy
the mid-198(’s,53 ' S Lo LT B

This knowledge extended to some of Noriega’s political opponents
in Panama. By 1984,. 2 prominent member of the- Panamanian op-
position, Dr. Hugo Spadafora, began to publicly criticize Noriega
for working with Colombian traffickers 1n the. narcotics business.
Subcotmmittee witnesses testified.that Noriega arranged .in- re-
sponse. to have Spadafora tortured and’ murdered by members of
the Panamanian Defense Foreés in' September 1985. The involve-
ment-of the PD¥F:was confirmed by a number of soutces, including
Noriega's: personal -pilot, Carlton and:Blandon. The murder-of Spa-
dafors focused further attention.in Pinamsa on-Noriega’s:involve-
mient with narcotics and related activities.d*. - ~» - .7 ;

The most detailed:account of the evolution of U.S. policy toward
Notiega provided the Subcomniittee came from Francis J. MeNeil,
a career State Department official .who-had: bheen Ambassador to
Costa Rica from 1980 through 1983 and Deputy Assistant Secretary

of the Intelligence and-Research Bureau at State. IS -

According to McNeil, the State Departnent hever trusted Norx-
iega, referring to him “early on”.-as “the rent-a-colonel, in tribute
to his ability to simultaneously milk the antagonistic intelligence

gervices of the United States.” 5% -~ - ... = . .o .~

McNeil characterized Noriega's relationship with American in-
telligence agencies as too “cozy,” leading-our intelligence ‘agencies
to depend on him and Panamanian intelligence for liandouts, and
treating Noriega as-an zllied service. McNeil stated that the conse-
quence was that the U.S. took a “see no evil approach” to Noriega,
which was a ‘“true intelligence failure, the accountability for which

52 Thid. .

82 Subcommiittee testimony of Ritch, Part 2, pp. 65-69; Blandon, Part, 2, pp. 112-113;.Camper,
Part 4, pp. 292-293; see festimony of Dr. Normar Baily, House Select Corpmittee on Narcotics
Abuse and Contril, March 28, 1988, pp. 5-8. - v T

54 Spbepmmittes testimony of Floyd ‘Carlton, Part 2, Feb. 10, 1988, p, 202; McNeil Prepared
Statement, Part 3, p. 323. : . :

55 McNeil Prepared Statement, Part 3, p. 318. g
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res%ts” \;v;th the intelligence folk who had become Noriega’s cli-
ents.’ : '
McNeil described how in 1980 the U.S. was aware that César Ro-
dnguez_ was engaged in smuggling guns to Salvadoran rebels while
smuggling drugs to the U,S. The U.S. ¢complained to Genersl Tori-
jos, who in turn ordered Panamanian officials to “knock it off.”
'Ifhe. consequence was “a dimunition of Panamanian involvement”
ungll ,Todnl'éj'os’ death.s7 '
According to McNeil, the Spadafora murder and the exposur
the involvement of a PDF officer in' cocairie trafficking “ﬁgd u;)gdlf
the pressure on narcotics,” although the US still had not confront-
ed Norjega directly on these problems.58 ,
- On"June 13, 1986, a lengthy article appeared in the New York
Times describing Noriega's narcotics trafficking, guoting 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 1gthe cocaine trade but we don’t have that evidence on
Noriega.”. According to.McNeil, the analysis recognized that “not a
sparrow falls [in Panama] without-him taking a feather,” and that

‘Noriega has to know [about the drug trafficking] and is likely get-
tlnﬁ %Slillare:, 59, N '

. McNeil testified that a formal policy review took place shortl
the;eafter in 1986. The participants in the review-"?ncluded thg
Eanama Regional Interagency Group, and representatives of the
QI-A, State Department and Defense Department. At the meeting

seve,ra.l of us suggested in different ways that the Noriega issue
wasn’t going to go away if for no other reason than narcotics.”
However, after the meeting, “a decision was made to put Noriega
on the shelf until-Nicaragua was settled.”s° '

Assistant Secretary ‘of State for Inter-American Affairs, Elliott
Abrams, in a public statement, subsequently denied McNeil’s asser-
tion that the U.S. delay responding to the Noriega drug problem
because of Nicaragua. - - S :

- 'Other US: officials who testified before the Subcommittee gave
conflicting accounts of when the U.S. first had information about
N onega’s_ involvement in narcoties. o :

- 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 apd Gen. Omar Torrijos were
then seen visiting Medellin where they were met by-drug traffick-
ers. This trip-and subsequent ‘trips to Colombia by Noriega and .
Tollgiqugsvgere fggfrted tt:l DEA leadquarters.52 :

v or » according to Nestor Sanchez, the CIA lLiai
Central America, U.S. officials were avfaa;-e of “rumors” A?s‘llf::l ttl?;
Panamanian Defense Forces and governmént officials were in.

56 Thid,, p, 819. -

57 McNeil Prepared Statement, ibid, pp. 320-821,

58 McNeil Preparéd Statement, ibid, %ol 3, p. 823

39 Ibid., p. 323. . -

59 Subcommittee testimony of McNeil, Part 8, April 20, 1988 p, 42.

:; I)i:ggcus.xt.u:m of Thomas Cepede, Part 4, April 21, 1988, pp. 759—‘730.
id.
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volved.in.narcotics trafficking, ?l')ut that there. was no hard: 'ev;dence

nfirm the rurmors as fact.® _ o e
te%olﬁle Noriega was. aggressively: expanding h;s;‘_cr;;mmal,;er%f}:ler-
prises, ;the 1.S.. was ap}i'laljgantly AuIE?.ble to make any _fuféjser
progress in deterriining whether the “rumors ‘Wexgg‘t:u_e-‘pg}ﬁ ] e%
according to Getieral Paul Gorman, formér .commander in Be 0
the United States Southern Command: Gorman told the _Su8 3coin-
mittee that after he assumed his position in Panama in 1983, he
specifically tried to find out. whether the rumors aboiit Noriega’s
crimingl involvement were true, and was.unable to establish t"'aiii:
Noriega was committing any crimes.. Gorman testifiéd that he hat
been’assuréd by the U.S. Embassy in Panama that Notiega Waifsin co-
operating with American efforts to combat narcotics traffic g
Jorman contended that he only learned of Noriega's pérsonal in-
volvemnent in laindering narcotics money. in 1086, upon reviewing
a teport of the President’s Commission ¢n Organized Céime.®¢ -

A’ different “assessment was provided by,Dr.‘:Norn:Lan B.a!]_ley(,i a
former-senior staff member of the National Security Council 1.111t ﬁr
President Reagan between<1981 apd 1983. Tn testimony-before h?
Housg¢ Select Committee on Narcotics, Dr. Bailey stated that &t the
time he was at the' NSC there already éxisted “available to a}?y au-
thorized official -of the U.S. governiment . . . a pl;ethora ‘of hum}‘;m
intelligence, electronic intercepts and satellite and overilig] t’pb'gi_:
tography that taken together constitute[d].not ;asfmoll.l_::ljl.'ﬂlg'_gl(.];l}h u
rather a twenty-one 'cannon;;};s;an;?%e‘ of %\;nierzlcreh —of 'Noneg?',s,_ in-

s in criminal activity snd drugs.®® - o e
M ?]lgrﬁmBi]};{:e]j?testiﬁed that “in connection with his duties and ]_n”cdl—
laboration with the White House Office d;f_‘“ Drug Enfomem}ejn} " he
discovered while at the. NSC. that *ihe -Panama_ i S.i enste
Forces : . . and its high officials have been egten’&vely and d fgg -
ly-engdged. in-or engaged in-aiding-and abetting” drug trafﬁg Iy
to the U.S, gunrunning to the Sandinistas, Contras, Salva t;lq-an
guerrillas, the M-19 .and FARC in Colombia, ﬂléasgal tec}mo ogy
transfers to the Soviet bloc, and money laundgnng. Coam

According to the DEA, between 1970 and -198§;,anegas Jghame
appeared in more than 80 different DEA files. However, there
were no follow up investigations as these references were not- 1:c_or-
roborated, but were typically “thu",d party or hearsay 'm.fﬂls'rlnjafmn
which we cannot pursue very well.”¢8 Less than eight weeks be ?:re
Noriega was indicted, Drug Enforcement Agency Administra ﬁr
John Lawn told Admiral Murphy that no indictment -‘?."'-0-“1‘39‘ e.
issued because there was insufficient evidence against Noriega.®?

" William Von Raab, the Commissioner for the Customs Service

testified before the Committee that his organization had evidence -

linking General Noriega and. ‘narcotics trafficking as early- as
1983.7¢° L o A

' i ; : 12, 1988, p. 195: ,
&3 Subeommittee testimony of Nestor Sanchez, Jul
mmi i f Panl Gorman, Part 2, pp. 88-59.
ﬁ: 153:'3? tesﬁtt;%;;s%‘;gg Snelegt Committee on Nareotics Abuse and Contral, SgEIl\IACES]).UG_‘?—
3, U8 F(E;Ieign Polic;r and International Narcotics Contro—Part I1,” March 29, 1988, p. 79.
" 60 Bailey, ibid, pp. 56. .
.61 gﬁﬂ:ﬁﬁ:}rnlitte%ptesﬁmony of John C. Lawn, Part 4, 4p 141. -
&8 Snbeommittee testimony 'u£ Ea‘m_] geﬁtra:tei,gaﬁtu;p%ylgéﬁ 4, pp. 20240,
i i - dmir: aniel C. y » PP, 238 - ..
:2 E:Es.gemﬁlfgént%enlgggsnmm&ee hearing.to review the President’s Annual Internation-
al Narcotics Control Strategy Report, March 14, 1988, p. 95.
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In April, 1986, Senator Jesse Helms, as chairman of the Western
Hemisphere Subcommittee, held hearings on Panama which pro-
vided some public details about drug trafficking by Panamanian of.
ficials. In those hearings, Norman Bailey, a former Reagan NSC
staffer, testified publicly that Noriega was “widely guspected of
drug dealings” and that the Organization of American States
needed to meet to restore constitutional -government in Panama
and remove Noriega in order to respond to Panama’s growing drug
problem.?1 - , : .

During those hearings, Raymond J. McKinnon of the Drug En-
forcement Agency testified that the United States. knew that
Panama was becoming a money laundering center, a transit coun-
try for narcotics en route from South America to the United
States, a transit country for precursor_chemicals, principally ether
used for the production of cocaine, and a center for the local culti-
vation of marijuana.” Then-Assistant Secretary of State Elliot
Abrams further testified that the United States also was “aware of
and deeply troubled by persisterit rumors of corrupt, official in-
volvement of Panamanians in drug trafficking.?s

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

Wit Do tHE U.S. FAm To REspoND T\(‘)A Norreca ALLEGATIONS?

~The hearings chaired by-Senator Helms established publicly that
there was a significant body of evidence pointing to Noriega’s in-
volvément in money laundering ahd 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 Florida Drug Task
Force, Admiral Daniel Murphy, statéd 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 Testimony of Norman Bailey, Senate Foreign Relations Western Hemisphere Subeommit-
tee, April 20, 1986, pp. 17-18. .

2 Testimon]y of Raymond J. McKinnon, Administrator, DEA, idid, April 21, 1986, p. 43.
73 Abrams, ibid, p. 40. . :

7¢ Seymour Herach, The New York Times, June 12, 1986, p. A-1.

75 Regder's Digest, January, 1987, ) -

78 Subcoynmittes testimony of Admiral Murphy, Part 4, pp. 240-242.
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A different view was taken by former NSC staffer Bailey and by
Ambassador McNeil. FA o :
According to Bailey: . L ; ; o
Clear and incontrovertible evidence was, at best, ig-

nored, and at worst, hidden ‘and denied by rhany different
. agencies and departments of the Governtnent' of the
* United States in such a way as to provide cover and pro-
tection for [Noriega’s] activities while, at the same time, *
assuring that they did the maximum damage to those very
" interests that the officials involved were sworn to uphold
and defend.”™ - = - - . . o

Ambassador McNeil stated .succinctly that the United States was
“coddling . . . Noriega beyond any time when one could reasonably
doubt Noriega’s involvement in drug irafficking to the United States’”
because he was helping the United States with the Contrag.78

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 Noriegd had provided
Contras on the Southern Front with $100,000 in July 1984, as well
as by other Admissions in the North trial discussed below.7? :

_United States law enforcement agencies also considered Noriega
to be a friend of the United States, a belief largely based on the
significant amount of information and assistance Neriega had pro-
vided United States agencies. over many years. This view was ar-
ticulated by DEA Administrator Jack Lawn, Who in’the 'past had
written Noriega letters. of coméndation for his help in fighting the
war_on drugs.®° In'a May 8, 1986 letter to Noriega, Lawn stated
the DEA’s “deep appreciation for the vigoréus anti-drug trafficking
policy that you have adopted, which is reflected 1 the numerous
expulsions from Panama of accused traffickérs.. . 781, - o

Lawn testified before the Subcommittee that the DEA had’had a
long-standing, cooperative relationship with the Panamanian- De-
fense Forces in the areas of crop eradication, harcotics investiga-
tions, mmoney laundering and drug interdiction. Liawn stated that
“our narcotics efforts in Panama continue, despite.the corrupting
and.intimidating influence of drug trafficking on-government offi-
cials and institutions.”52 Lawn stated unequivocally that DEA ‘had
been granted every single narcotics request ever made to the Pana-
manian Government.83 . , s : ;

In fact, according, to ‘Blandon, while DEA Administrator. Jack
Lawn was referring to Noriega’s liaison to-the DEA, Luis Quiel as
“integral t6 the-success” of fighting international drug trafficking;
Quiel was serving as Noriega's enforcer to eliminate competitors of
the Medellin cocaine cartel by turning them over to the United

States.84 :

77 Bajley testimony,
3, March 29, 1988, p. 5
78 Subcommittee testimony of MeNeil, Part 4, p. 42 )

79 Agreed upon statéments of fact, Unifed Statés v. North, DC District Court, 1988.

&0 Tetter from John C. Lawn to General Manuel Antonio Noriega, Part 2, p. 393.

&t Lawn-Noriega Correspondence, May 8, 1986, Part 2, p-391. -~ .-

82 Snbcommittee testimony of Lawn, Part 4, p. 112

83 Thid., p. 122. s .

84 Bubcommittes testimony of Jose Blandon, Part 2, p. 122; le
eral Noriega, May 27, 1987, Part'2, p. 391. B

House Select Committee on Narcoties Abuse #nd Contral, SCNAC-100-2-

tter from-Johan. Lawn to"_ Gen-
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One unintended consequence of the close relati i
Nor;ega and the DEA was the fact that the Pangs;gag:t‘:gig
able to share DEA information with traffickers with whom ‘they
Eerfe fnen(:lly._, As convicted American narcotics trafficker Steven
alish testified, Noriega’s close relationship with the DEA, allowed
Rodnqluez_ and his partner, Enrique Pretelt, to advise other drug
Isll.:::u;:sg ers about whether or not ﬁheir planes were on a DEA watch
The DEA's close working: relationship with Noriega m i
l%uepceq t}_;at agency to ignore allegations it had recgeiw-:tziﬁl S;elég.ggi]:ll
-\Oriega’s involvement in the narcotics. trade. Carlton testified thia.%
(1111 1986, he went 1‘:0 the DEA offering to testify about money laun-
ering, drugs, weapons, corruption, and assassinations involving
Noriega, But when Carlton mentioned the name of General Nor.
lega, thc‘e‘ DEA”agents to ‘'whom he volunteered the information
became “upset.” Carlton then decided that he or his family might
be ha.rmeg_l 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
rl:gtfunl’;aﬁ;o;ona?ts f;?okNpl:?.ce. The DEA stated that Carlton did
General Noriega’ ! i i i
Paril‘lﬁmi‘?f‘i’iﬁh e -Agencyxssegads,;name during  his contacts in
‘he. difficulty. of insuring the integrity of D i i
Panama surfaced in another case invgc;thﬁig aD%ﬁ ﬁ?ggﬁ JLE
Ju;ug_ 1988. According to the U.S. Attorney’s office in Miami. the in-
fc_:rn,;a.t}t brought a collection of documents relating to Genez’-al Nor-
ﬁgéa 3 .;n}zolven_lent in drug trafficking and money laundering to the
o Embasgsy in Panama, asking: that the documents be-sealed and
shipped to the DEA office in Miami. When the informant arrived
in 1M1a~m1, the box containing the documents had been- opened and
g:s éi%seﬂl?d &t};:tt kegr 1c;locu&:nents were rmissing. The informant
ssed a lie detector tes ) ' irs i
tig[atic)nlwhich remaing opaeﬂ.‘s'PEA bggan - mtern?l“ affalrs mves
t is clear that the DEA continued to rely on Nori T
formation had been developed régardjngyNoﬁegal’:gii:rzlewigli;tgg
with drugs. DEA Ad;nlpistrator-' Lawn wrote Noriega as late as
May 27, 1987 to assure him that “DEA has long welcomed our close

s

T i i t AN i
. Kalish testimony, Senate Permanent Subcommittee on Investigations, Janvary 28, 1988, p.

L Subcommittee testimony of Carlton, Part 2, | 211
57 Subcommittee testimony of Richard Gregorie, Park 4.<Juls
88 Letter from John C. Lawn to General Norieg, bact 5o Jor oo P 174-
See Washington Post, March 30, 1989, “U.S. Sues Nine Banks in Drugr Money-Laundering.”
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Mmxep Messaces

The tension betweén law enforcement and foreign policy objec-
tives appears-to have led to a series of mixed miessages being sént
Noriega from varidus branches of thé 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 Subeommittee, Noriega recogs
nized that the war being waged by the Contras against the Nicara-
guan government was the highest priority of many members of the
Administration in Washington:- In accordarice withishis ‘past- han-
dling of U.S. officials, Noriega sought to assure the United States
he would cooperate ®® - °~ . C - :

. Akecerding to:José Blanidon; Noriega met with Lt. Colonel Qliver
North in Juné 1985 on a bodt arichored off Panamia. City- to discuss
Panamanian cooperation with the United States in the conduct of
the ‘war agsinst Nicaragua in the- period when U.S. 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 topermit. Contra. leadership to enter-and exit Panama
freely to facilitate the conduct of the war. Blandon testified that
during a second meeting betweeri Noriega and North, Noriega:sug-
gested the Panaménian units.could be used-in operations on Nica-
raguan territory.: However, Blandon had no information: that Nor-
lega took action in.response to North’s request.®t .~ =~ . .

According to McNeil, following the meetings with: North, Noriega
met with the late CIA: Director William Casey om November-,
1985. A . memorandum Casey wrote after the meéting:suggested
that Noriega left ‘“reassured.”. The narcoti¢s issue was ot meén-
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:Nicaragua. Casey be-
lieved that Noriega understood the U.S. opposition to drug related
cortruption 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.” 92 . o
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” Noriega on the narcotics issue a few

weeks later.#3 .

"On. December 17, 1985, Noriega. met with Admiral Poindexter
and Ambassador Briggs.- Blandon. testified that after ‘the meeting,
Noriega gave him the following version .of what happened: Poin-

dexter told Noriega that a group of military officers would have to -

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

.90 Sge eg. Subcommittee testimony of Jose Blandon, Part 2, pp. 158-163; McNeil Prepared
. Sta;;ement, Part 8, p. 325. )
°2 Subcommittes testimony of Blandon, Part 2, pp. 158-163. - .
93 Subcommittee testimony of McNeil, Part, 3, April 4, 1988, pp. 101-102; McNeil Prepared
Statement, Part 3, p. 323. - i} . .
92 McNeil Propared Statement, ibid, p. 323. ) -
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fo%-i: Ot;i criticism of Norjega.94 .
andon testified that while Noriega was meeting with Poin-
dexter in Panama, a group of U.S. citizens working %—.!s registe(:-];:i

than the one delivered to Noriega himself by Poindexter 5

- Blandon testified that the mixed messages delivered in the Casey
meeting, the Pomgiextel: meeting, the two North meetings, and the
Waghington meeting with Menges led Noriega to believe that the
U.8. Government was divided and that he could Play factions

*

within the government against each other. N oriega always chose to

givl_\l}ng_him a softer one, 98

. vorlega may also have believed his roblems with ¢ i
States had -bgep- resolyes as. the result ol% a quid pro qucf1 iﬁ%ﬁﬁg
Reagan Administration for his support for the Contras, ’

_ A number of the Admissions in the North trial suggest that the

the.Contras. In the case of Noriega, discussions ab, i
qul?‘s co’ntinutled thr(l)ugh atleast I%te 1986. ons-about such quid pro
or example, in late August 1986, Noriega told 8.

one of hig representatives that “in exc‘hé.nge for atgiogissetig?lle%g
clean up Noriega s.1mage and a commitment to lift the 1J.S. ban on
military sales to the Panamanian defense forces, N oriega 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 -
tive responded that ;Norig’ga had numerous assets in plaf:zpilﬁslﬁril::-
ragua and could accomplish many essential things, just as Noriega

g";f»lé%med the previous year in blowing up a Sandinista arse-

According to the Agreed Statements in the North trial. i "
Romdgxter responded that if NorLel:ga“ had assets msidealﬁiﬁadﬁlgia;
he could be helpfu_.!. The USC tould not be involved in assassina-
tion, But Panamanian assistance with sabotage would be another
story.” ®® North then met with Noriega, with Poindexter’s approv-

94 . :
o %gf:?mmttee testimony of Blandon, Part 2, p. 162

96 Thid.
:; i&bggfaed statement #97, U.S, v. North, DC District Court, 1988.
-
2% Apreed staternents, #9099, US p. North, ibid.
e
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- . - ‘-- B ed
i in late September 1986. At that time, Noriega agre
Eibngaigngﬂlelgiate 'actli)ons. against the Sandmmta:s and offeéeilh 2
list of priorities; mcludfing %.‘l.’rl -c;i&o refinery, an amﬂ,. an
ino-off-load facility.” - .
Pufhrzopr%%?gf gf rr?ixed— messages continued as the United Statés
moved closer to indicting Noriega. As late as N ovember,ﬁ'?, inorl';
iega still believed he haéi h?s sepon%i cha:13311e1 open to whic
rt for him and his éperafions. L i
W%lﬁisegg%o. belief was based "198;_;:;'1:11{I u]i-llja%]; 7‘ t:ivsoit :czl'lpl\sT Oﬁégixglriaﬁl
‘made to Panama in .- M yisitec
%ﬁgﬁya&a I‘\?ovember, 1987, accompanied by :I‘ongsu{z Park, az;ﬂ
discussed what Noriega might do to improve his relationship wit
the United States.'°? Murphy said he maitjie the tr;f_s asta Qﬁlvgotg
i . However, before he went to Panama, he met wi
it o tne G it Doparient, Porrfrl o Bt
NSC and Vice President’s office, inc . Assistan )
i Armi ‘ Secretiry Elliott- Abrams
Richard Armitage at Defense; Asmstant [Dilligtt Abrams
; NSC director Frank Carlucci-and t e Vice Pr
EZn?:Psa tNe%t?cl;;Iall Security Advisor, Donald G_‘regg.—--“__f;henl c1’133 rgﬁu::?ed
from Panarma, he debriefed these U.S. officials as well. t-h pina
While in Panama, Murphy met with Noriega and with ‘?'d ah?fn
marijan opposition. He advised Noriega of t];_e-:hostl._hty to_?va:h Hm
in the United States and the Administr i atw:;éhaxé% eexgﬁz;eeccllvg 1:‘:1: e;
. : : e the atmosphere with the U : States.
ﬁlfgh;?‘lfgstg%ehm Eﬁg’: he made tecommendations to Noriéga re-
garding the steps he could take to"improve US-Panamanian 1:re :i:
tigns. The steps included turi:lling_ -goirg;-x_aamggt gitlléct;’clnaf t(])feeg . Ic:‘osi-
vilians, having fair and free elections, and mee  with the opposi-
- - - 4 a i g y c1
‘tiofi. Norieg#' replied that Panama alreadljgrwlzgstzzci_\I frolled by civik
ians and that elections were estabhsheid ¥ law. Mufpi ty felt tha
eriéga was inflexible, an ting with equally ‘implacable
Noriega was inflexible, and after meeting with oy vas o deep
sosition leaders, he concluded that-“everybody was 3
-gg:%%s&?gnang E:ih?;'é was very little business opportunity for hg;n.m:_
In November 1987, Murphy :eiter?g_e%ﬂ iz congerns aﬁg suggest
hat Nori elax his control of civil liberties as well. The:
:?astlgags'dl?sp;li:ggg e(jf"'t}ie U.S. vaemm‘_"mesﬁt’s concern gbout Norie-
o8’ fficking at either meeting.'°5 o
gal\sfl dmﬁytizgfi?ﬁeg%:ha’f his trip was made as a private c;tlzenelqolz
"’t"ch;'Pbus:'Lness.1““5 But acéording to Blandon, Noriega interprete
ﬂg visit a$ a message from thé United States pre;nxqelil;?: ’thl)n?;gg
‘Believed that Murphy was carrying thé message that if he adop

the proposed plan of reform he could rémain in power until Febru-. .

ary 1989.107 © iibs sent o Noriega, former
" Referring t eg of mixed messages sent fo Noriega, forn
Depay Director of the Department of State's Latelligence and Be-
ééagc]i bureau, Frantes McNeil, summarized the sitbation by sfa

100 Thid, #106.

01 %bl;dndon, Part 2, pp. 178-176.
toz Murphy, part 4, pp. 245-256.
183 Murphy, ibid, p. 246.

104 Thid p. 247.

105 Thid pp.24 2%18—249.

106 Thid p. 245,

107 %lllfnlc:lon, Port 2, pp. 178-174.
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ing that while the Department of State was attempting to distance
itself from Noriega; the Department of Defense and.CIA were si-
multaneously seriding him encouraging signals, 108 '

CoNcrusion

General Noriega provides the best example in recent U.S. foreign
policy of how a foreign leader is able to manipulate the United
States to the detriment of our own interests. )

-General Noriega recognized that.l‘:iy making himself indispensible
to various U.S. agencies, he could evelop U.S. clients who would
become dependent on him. As a result, they would be reluctant to
pursue intelligence on Noriega’s criminal activities, and less likely
to investigate what intelligence they did receive.

Noriega also understood the divided nature of the U.S. Govern-
ment and attempted to play each agency off against the ‘others. For
example, he 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 achieved similar results in performing
services for U.S. intelligence. - - :

Finally, Noriega recognized that so long as he helped the United
States with its highest diplomatic priorities, as Torrijos had done
with the Pa.nama. Canal, the United States would have to overlook

1980°s, this meant that our government did nothing regarding Nor-
lega’s drug business and substantial criminal involvement becauge

the first priority was the Contra war. This decision resulted in at

least some drugs entering the United- States as a hidden cost of the
war., : .

U.S. GeNERAL AccounTmie OFFICE,
NATIONAL SECURITY AND INTERNATIONAL AFFAIRS Division,
: : Washington, DC, December 8, 1988.
Hon. Joun F. Kerry, -
Chairman, Subcommitiee on Terrorism, Narcoties -and International Operations,
Committee on Foreign Relations, U.S. Senate, Washington, DC

. DEaR Mr. CHARMAN. You asked that we ascertain how information about drug
trafficking by high-level government officials of nations friendly to the United
States affects U.S. foreign policy decisions. You stated that ¥ou were concerned
about recent revelations that ths U.S, ‘government knew about guch activities but
close to overlook them for national security reasons. We agreed that we wonld ex-
plore this issue using the information avajlable within the government on General
Manuel Noriega of Panama as'a “case study”. o . -

* On August &, 1988, we gave you a letter summarizing our efforts to conduct this R
review and a chronology of the contacts we had made with execntive branch agen-
cies and officials. in our attempts to obtain 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 Nationqﬂ'Secu.rity Couneil (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 assignment unti] NSC had the opportu-
nity to provide them with “zuidelines” concerning GAO’s access to information on
the assignment.

Subsequently, NSC concluded that the administration could not participate in the
review as orginally designed and statéd its willingness to reconsider participation in
a reformulated review.

208 McNeil, Prepared Statement, Part 3, p. 322,
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Althogh we do not necessarily agree with the ‘bases for the admiristration’s ob-
jections,u%s'ef' belieéve it is unlikely that we could-obtain the necessary copperation
from the adniinistration to conduct this review and successfully.pursue the original
bjective of this assignment. . . .
° fs ggscuﬂsed with your office, we are terminating our work on this assignment
and will reformulate the assignment dbjecﬁves'to_rewqw the development, imple-
mentation, and enforcement of the economic sanctions imposed on Panama by the
dministration. = T e o L e
Ij)"V&."em}li”av‘e sent a’similar letter t6 Representative Bill Alexandér whb . also liad
asked us to review information concerning ngeral‘Npl'-lgga.‘ : o .
- If you have any further questions concerning this #ssignment; .Plegase do no_t hesi-
tate to call’on us. - B o . ’ v s - :
. Sincerely yours, -

LT NAN&Y.':R.:KINC;EHT:TFY,"- ;
E oA - Director, Foreign Economic Assistance:

.. U.SB. DEPARTMENT OF STATE, = °
. .- Washingtor, BC, August 3, 1985
5 KriGsBURY, I G4 T e e
E.::gggztéi Director, General Accounting Office, National Security and International
Affairs Division, Washingtor, DC. ) _ T o
Dear Ms. Kmvaspury. T am pleased to respond to your July 12 lstter on the pro-
posed case study your office is undertaking about_\how\__l_]._s. government agencies
used information about General Noriega in its pohgy decisions Tegarding Pana.n;a.
As you are aware, the National Security Council staff-and the ‘office of th.te
House Counsel have been working closely with your office on- this investigation:All
executive branch agencies have been instructed by.the White House not to take any
getion on your requést unttl various legel issues have been analyzed by the Admin-
istration. Accordingly, at the present time it will not be_pqss;.blq_ fgr the_ Qgpart.ment
to meet with your staff or prodiice information until this examination is Completed.
for the time being, Nicholas Rostow, Legal Adviser to the Nahonﬂ#%ecmty Couneil,
is acting as the administration’s point of contact on this matter. . . L
Sincerely, ' ' o Rocer B, FELDMAN, .
’ : *oo o Comptroller.

i "’ NamoNAL Securrry CouNcIL, -
: Washingtor, DC, July 13, 1988.

3 R. K1NGsRURY, ) . - L
ﬁoﬁgzc%irecton National Security and International Affairs Division, U.S. Gener-

al Accounting Office, Washingtor, DC. 7 " ) o
Ms. KmvesBuRY. I am writing in response to your requed -concerning a

sttEiEyAﬁf the alleged drug activities of Manuel Noriega, and ‘the role information
about such activities played in decisions about U.S. foreign policy (Study #472165).

As 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 sensitive law enforcement and intel-
ligence files covering a substantial period of time. In our meeting, your staff con-
firmed: that your three areas of inferest were Iintelligence files, law enforcement".
files, and the deliberative process. of the Executr_ee branch, mcl_ud.mg internal coms
munications and deliberations leading to Executwe'. bra.nqh actions taken pursuant
to the Président’s constitutional authority. I was dJsappou_}ted.— that your letter dlé
not contain any narrowing of the requﬁtThe requfmig raises important statuto_ry
and constitutional issues. The Administration is analyzing them now, and when its
deliberation is completé, I shall reply further to your letter of June 23, 1988,
Sincerely, NicroLas Rostow,

Special Assistant to the President

and Legal Adviser. ©~ -
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U.5. GENERAL ACCOUNTING OFFICE,
NATIONAL BECURTTY AND INTERNATIONAL AFFATRS Drvision,
‘ " Washkington, DC. August 8 1988
Hon, Joun F, KEnry, .
Chairmanr, Subcommittee on Terrorism, Narcotics and International Operations,
Committee on Foreign Relations, U.S. Senate, Washington, DC.

Dear Sewator 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 intelfigence gathering and on-going law enforcement investigations which.is
difficuilt to obtain, we suggested, and you.agreed, that we would explore the issue
using as a cage study the information concerning the drug trafficking activities of
General Noriega of Panama, The following is-a summary of the experience we have
had so far in satisfying your request. .. . ‘

Since May 11, 1988, we have been formally trying to gain access to personnel and
records at the Departments of State, Justice, and Defense. We were successful in
gaining access to: the Department of Defense and in fact performed a limited
amount of audit work at that agendy. In iate May, we were advised that the Nation-
al Security Council (NSC) would serve as the ‘Administration’s focal point on this
essignment. Concurrently, we were advised that the Departments of Justice and
State were instructed not to meet with the GAO staff or provide any information to
GAO on this assignment until NSC issues Suidelines concerning GAO access to in-
formation. The Department of Deferise notified ns on July 12, 1988, that it also was
instructed by the NSC to cease operation with GAO -until such guidelinies are avail.
able. We have by letter and telephone discussions continued to try to obtain infor-
mation and schedule meetings with the Departments of Btate, Defense, and Justice
but these efforts hdive been refused, with sach agency citing the NSC’s direction as
the reason for refusal. - B ° o B

We have beeh ‘working with the N8C to facilitats access to agency personnel -and
records. We met with them on June 6, 198% and June 22, 1988, and diseussed at
some length our approack to the work, our views about our -access to information,
and’ our previous experience on other successful assignments involving similarly
sensitive information. On June 23, 1988, at NSC's request, we deélivered 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
madeé available, the information related to:the primary focus of éur work;, that is,
thé organization and decision process for foreign policymaking when information is
gvailable on foreign dfficials’ drug trafficking,: would not uniformly be expected to
reise similar concerns. Qur normal procedures in such sitnations are to consider
ccess questions on a caseby-case basis, following discussions with agency officials
and examination of otherwise available records. NSC's actions to prohibit such pre-

iminary discussions until after guidelines toneerning access are established has
foreclosed that spproach. - - - ’

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 comstitutional
issues.” The letter advised that the adminjstiation is analyzing those issues and
would reply when its deliberations were completed. We bave on several occasions,
most recently today, asked the NSC about thz status of the operating guidelines. We
continue to he told the jssues are being analyzed and guidelines will be issued when
thé review is completed; NSC officials say they-cannot provide a specific date when
guidelines will be available. = = - - : :

We are noW into the fifth month of our effort o 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 availahle oﬁrpublic records, we have made es
sentially no progress on the audit itself. We believe it should be possible to reach
agreement with the agencies involved, as we pursue bir audit questions, that much
of the information wé need to examine should b¢ considered to be releasable, and to
discuss special arrangements for sécurity of the information if such arrangements

are warranted. In fact, we were successful in such an approgch with the Depart-
ment of Defense prior. to July 12, ’ )

A detailed chronology of our efforts to meet with NSC and agency officials, and to
obtain information, is provided in Enclogure 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 letters are in Enclasure IIT; the CIA denial to our request for

>
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is i ‘ { July 13

s is in Enclosure IV; and the Department of Defense response to our N
?gg%slétber, along with NSC instructions to all egencies, is in Enclosure V. - .

We are currently awaiting the NSC guidelines. We will continue to keep %mfi in-

formed of the status of our efforts, and will discuss further steps W_l.nch we eNeS\g

may be approlpriate, if any, after we have reviewed any guidelines msged by .

Stmcere ¥ YOS Nawncy R. KINGSsURY,
. Associate Director.

[Enclosure I

CHBONOLOGICAL SUMMARY oF GAQ CoNTACTs Wrrs EXECUTIVE BRANCH AGENCIES
- 3 . - Y L . f
-16, 1988 —We sent routine notification.letters to the Departments o
Stelllt:yJ 311‘.1:1}:%, and Defense, and the National Security Council advising them of g]_%r
review and identifying the subject and scope of cur work. Letters were sent spe oy -
cally within the Department of Justice to the Qrug Enforcement Agency (DEA), the
Executive Office for-U.S. Attorneys, and Justice’s Criminal Division. o - Roshov
May 23, 1988.—We received our first response from the NSC. Mr, Nicolas Re o;:',
Special Assistant to the President and Legal Advisor, told s by telephone that he
wanted. to “think about it” before scheduling a meeting with us. T -
May 24, 1988,—We sent a ugﬁiéicatzon letter to the Central Intelligence agency
askin : ting to discuss the issues. .- ) .
‘ Mag g‘ﬁﬁﬁgelﬁ%%.——We began contacting pezd-sp&l;lilh athc”catg é%%gﬁJ ﬁtme to Is;i.;i
: initial meetings to discuss the scope and depth of our & . Mr. Man
rﬁacfdgl'?gﬁgz mﬁflsa}rft:grhegss Office liaison who was coordinating the Jushced]ji_)],lepqrt-
ment components, declined to set up a .meeting.stating that NSC:was copr &hﬂg
the Administration’s response to our notification .and he was going to wait until he
heard from NSC before proceeding. Mr. Bob Harris, from the Deparfment of %tg:,
advised us that- State would not deal with us on this assignment until we ha -
cussed our.work with-the NSC, -~ . - _% Defense. e
-1.—We conducted our injtial meeting with the Department of ] .
';:egfuénfﬁned:'wofk at-the Defense Intelligence Agency (DIA) and the military depart-
il 1988, . - o Lo .
mgﬁeuﬁn%%gi%g; had our firsf meeting with Mr. Dan Levin, Deputy Lega,l’ Advi-
sbr NSC. Mr. Levin stated he understood the purpose of our review, but wasn't Egurg
we could have access to sensitive, i:itelligfne(ée ordl.aw &I‘Liforcgzﬁenﬁ Eelsl:’5 %ﬁﬁﬁ?ﬁé
iscus ith the agencies involved and would get back to us o
e iy s it NS0 sl b o 10 ol o i pondment v
iced. . Levin that we preferre cal wi .ager cl )
%ﬁmvinegdtoM:leareZ]xgrythm' g with the NSC—our normal practice, M.r Yevin & %lwd :i;e
are free to deal with each agency directi}yle a.l]l)d t.‘:;ﬁn NStC;. wtggltc; tneo;.r?tf ;u:t?iz eet%ea::
“June 8-, 1988.—We again contacted the Dep: ents o 7 ) -
imiti i i Levin’s statement that wé could deal directly
range for initial meetings. Despite Mr. th - could deal directly
i i Mr. Harris at State and Mr. Rodriguez at Justice 2
E?N%é ?ﬁ:i]:lrc&ggégﬁm not at?deal with us until NSC had developed operational
guidelines on wha, to do and what. not to do on this assigmment. o CIA e
" June 18, 1988.—Mr. John L. Helgefson, Director of Congressiona] Affairs, % ltll:ei
sponded to our notification letfer. He stated that all- agency a.c’c_lwtges in En ﬂ?e
A%nerica and information it gathers is under close and continuing z~:,c_rut1_11.y1 y]i_
House and Senaté Intelligence Committees. Furthermore, the CIA advised all po tfy-
related -questions should be directed 'tpdthe a&am ﬁi;e tgc%;pone_nts of the Executive
fanch ‘ated that thereforeit coild not be of hél s _ -
Br?lilrclil. %gfgtefQS&—We Jbegan efforts to contact glr Levin, NSC, to d@te;m;h.}nf
when the NSC ghidance would be issued and we could continue our review. Mr.
Levin réquested another meeting to learn mote about the review,” ch
June 16, 1988.—We conducted an initial meeting with representatives of ti dgdCusr_ f
toms Service, Mr. Bill Rdsenbla’bt& %ssistant%goﬁﬁlg_moﬁ %ISE}&fgtr;:gIelggtbfﬁcengo
i d.said he wan st for the U.S. Attorneys O
&ﬁ%ﬁhﬁoﬂi&) rr?;laetsma]; atil;héw much of the informatior Customs has is covered by
and jury secrecy provisions and what information they ¢an provide to us. ot
ngu.ne 29, 1988.—We held a second meeting with the NSC and White HquscfafASF
ersonnel.,Attendjng for the Executive Branch were Mr. Nicolas Rostow, SfeA al.
siant o he President and Legel Advisers Mr, Do Lovi, Dopuly Loge, Adviy
H i Se ; - I Anint ] ] . .
Tosel Counsel: White House Staff, Mr. Bob Harris, Department of State; and an-
other official from the Departinent of Justice.
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We reiterated our purpose, and our requirements in terms of access to personnel
and. documentation to the extent that we could. We- explained that we needed to
conduct initial meetings to more fully determine our documentation needs. We dis-
cussed the availability of documents used in the deliberative process, grand jury and
other enforcement actions, foreign intelligence, and other types of documentation.
Some were considered to fall under executive privilege and not available to GAQ,
according to the administration officials. We discussed in general terms our access
experiences in other kinds of highly sensitive assipnments 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 weeks. Mr. Levin was not willing to ‘commit

- to a specific time period.

June 23, 1988.—GAOQ hand delivered the explanatory letter to the NSC. The docu-
ment explained that in order to accomplish our objectives, we planned to:

(1) Obtain agency briefings that deseribe the general organizational structure
and the operational procedures related to the agéncy’s data collection, analysis,
and dissemination systems;" . . ‘

(2) Interview relevant ageéncy personnel who are responsible for defining
ageney information needs with regard to General Noriega and Panarma, imple
menting the information collection Process, collecting and reporting raw data,
and analyzing and disseminating data on Panama and General Noriega;

3) Review documents to include specific directives, instructions, or taskings to
collect data on General Noriega or alleged Megal-activities involving Geperal
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/subject-area studies discussing:

the rol! 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 naticnal security and foreign policy issues with regard to
Panama and interview each and review documentis to determine whether infor-
mation . about Generpl Noriega reached them .and how that information was
used in meaking decisions, _ *. : .

June 27, 1988.—We contacted Mr. Levin'at NSC on the status of its response to
our Junt(i 2§ letter. He sajd they were Preparing a response and it would be provided
“promptly. . . S

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 Mr. Levin de-
clined to provide any information.

July 5, 1988.—We again called Mr. Levin at NSC. He advised us that a letter was
“in for .signature,” but he declined to predict when it would be signed. He also
would not say what positicn the response would take or who it wes with for signa-
ture. He said he .would not “sit on™ a signed response and that he would call us
when it is signed. . ‘

July 7, 1988,—We called Mr. Bob Harris, State Départment, in another attempt to
gain cooperation and were told State would not meet with us until it hears from
NSC. We advised Mr. Harris that we planned to send 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
NESC 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 1.8, Attorneys Office), and the NSC.

July 12, 1988 —We attempted to continue our world at the Department of Defense.

_Up to this point, we had conducted a series of interviews with personne! 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 gomma.nd,
that NSC directed DOD to postpone any meetings with us on the assignment. Mr.
Craig Campbell, a GAO 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.

. o
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13, 1988.—Wé sent a letter to the Départment of Defense, similar to those
seg;ﬂ t)(r) State and Justice on July 12, 1988; asking for-a resumptidn of cooperatlc_)pf
ie,, to provide the fequested documénts-and to continue meeting with us. A

July 13, 1988 ~Mr: Don: Schramak, Justice liaison, said- that the Justice General
Counsel staff had been workirig with NSC to develop 2 refponse, and indicated that
i . be sent within a day or so. - . ) :
it ?sll;ldié: el%ESHS.ane r:tl:ei%d a letter from Mr. Nicholas Rostow, NSC; dated July
18, 1688 which expressed his disappointment that we had not narrowed the gcope of
the information we-wanted and stated that the administration is still considering
our request. s - 'f the

, 1988.-~We. telephoned-Mr. Levin at NSC-asking for the status of the
re.%%gsuztﬁe said it was beigg—reviewed at the Department of Justice and there was

no-definite date it would be issued. He'hoped it would be issued by-the we(?k of N

August 8, 1988. . o __
3 — i :-Levi ) Kerry’s staff had in-
-August 2, 1988.—We advised Mr: Levin, NSC, that Senator ‘ ad in-
enator Kerry is prepared to hold a press conferenée ahout the lac
ﬁ%ﬁierﬁt%ﬁt Eith t(gAOL Eryadwged Mr. Levin that the Senator's staff had stated
that if we did not have guidelines by 9 o’clock a.m.; August 8, 1988, or at least a
definite delivery date, Senator Kerry would hold a press conference, - .

August 8, 1988.—The Acting Assistant Secretary of Defense for Intgrnatmna.l Se-
curity Affairs résponded to our July 13, 1988, letter reqiesting: documents by stating
that the Department of Defense-could not release the information untﬂ‘ the NS(i
had completed its legal analysis. He attached a: copy-of the NSC guidarice .that ha
been sent to the Departments a§ gtaztg, %gsl‘reasury, Defense, and JushFe, a.nd_ the

igence Agency on A . . - o
Ceénzrgs{ng?mw%%.—wg tel%jhonedslr.\ﬁn Levin, NSC, to determine the status of their
response. Mr. Levin said that, although he could not provide a definite.date, be ex-
pects the Justice legal opinions to b]i: pm;rilé(}gdlthlsrweek.'ﬂe said he wounld :let us

tow 1 1 it wi substantially longer. L .
Know lf he learns that it il takt.&- .. U8, 'GESI:TERA% AeCOUNTING OFFICE,
C ) ENERAL (JOVERNMENT DIvISION,
Washington, DC. May 11, 1948.

LE

. 7 F,GR‘UDEN“- S L e
ﬁ;ﬁ?Admr’nistm%dr; Planning and Inspection Dzuwpm Drug Enforcement Ad-
ministration, Department of Justice, Washington, DC: /b e i to unde
. GRUDEN. The-Genéral Accounting Office, has been requeste under-
ta]]»zj‘:;n slt\uhcily o%uf?anama:ﬁan leader Gen: Manue} Noriega's allege rdrug acf;{wtzes.'
The study, under code 472165, will examine (1) fhe broad parameters of U.S.-Ez_ax;a-
manjan relations over the past 20 yeafs, (2) the type of mfom_latgqn aboqi‘:N_'one‘g_ar
developed 'by various intelligence and law enforcement agencies, (3) the extent fo
which this information réached foreign pclslcgt[ dec:lsmn—lzinal::‘ers, and {4) the role that
ch i t layed in decisions on U.S. foreign policy. T
su’%]ﬁi;ni\ggﬁca v:i(?l]l1 'l?e"-ig:rformedr by Mr. Donald L. Pation, Gm\;p Director, Mr. James
0. Benone; Evaluator-in-Charge; and Mr. Jon Chaisson; of our Foreign E:_;onmmc As-
sistance Group, National Security and International Affairg Division. -~ dministes
The work will be conducted in Washington at the Drug Enforcement Administra-
tion, the Department of State, the Department of Defense, the Dgpa.rt;qepp of ‘t._h'e
Treé.sury,‘and other federal agencies. Wé will- advise you of any néed to visit facili-
i teide the Washington area. Coe ' L L
tlegvguaglpfec‘iate ymmtance in notifying the appropriate officiale of the assign-
ment. If you have any questions, pleasé contact Mr: Patton at 275-1898 or Mr.
Benene at 275-T487. - S

Sincerely yours, ot P. Joxzs,
Senior Assdciate Director.

[Enclesure: X .
. ... . US. GEnvrAL Accomz:;n;e OF]FJIGE,
CURTTY INTERNATIONAL. A¥FAIRS DIVISION, -
NaziONAL SEi m Washingion, DC, May '12, 1988,
. Frang C. Carruccy, - g
aIéIeoc?-etary of Defense, DOD Office of the Inspector General, Deputy Assistant Inspec{_ar
General, for GAO Report-Anilysis, Washington, DC. . L " .
: 8 ary: The General Accounting Office, has been requested to un-
de?tiﬁ: I;h;tudl;fﬁTPanamanjan*-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 ahout 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 U8, 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 Feonomic 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
edvise 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 275-1R98 or Mr.
Bencne at 275-7487.

Sincerely yours, )
: ‘ Nawcy R. Kmvgseury,
Associate Director.

.. : U.8. GENERAL ActouNTNG OFFICE,
NaTronaL SEcuRITY AND INTERNATIONAL AFFAIRS Drvision,
. - ) Washingtor, DC, May 13, 1988,
Mr: PauL Scrort STEVENS, .
ExecutiveD;(Slecretary, Ngtional Security Council, Old Fxecutive Office Bldg., Washing-
tomn, - o ’ :

DEAR MR. StEVENS: 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 US. foreign policy. ‘

This work will be  performed by Mr. Donald I.. Patton, Group Director; Mr. James
O. Benone, Evaluator-in-Charge: and Mr. Jon Chassdn; of our Foreign Economic As.
sistance Group. ' )

. The work will be-conducted at the National Security Council, the Department of
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-T487. |

Sincerely yours,
: JoserH E. Kerry,
Assoeiate Direcior.

3

o .
) U.S. GENERAL ACCOUNTING Orricg,
NaTioNaL SECURTTY AND INTERNATIONAL AFFAIRS Drvision,
.- Washington, DC, May 13, 1988,
Hon. Georce P. Sauryz, - o ) . T :
Secretary of State, GAO Liaison, Office of the Comptroller, Washington, DC.

Desar Mg. SecrETARY. The General Accounting Office; has been requested to un-
dertake a study of Panamanian leader Gen. Manuel Moriega's alleged drug activi-
ties. The study, under code 472165, will examine (1) the broad parameters of U.S.-
Panamanjan relations over the past 20 years, (2) the type of information about Nor-
lega developed by various intelligence and law-enforcement agencies, (3) the extent
to which this infermation 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. Dpliald L. Patton, Group Director; Mr. James
0. Benone, Evaluator-in-Charge; and Mt -Jon Chasson; of our Foreign Economic As
sistance Group. .

The work will be conducted in Washington at the Department of State, the De-
partment of Defense, the Department of Justice, and other federal agencies. We will
advise you of any-need to wisit State Department facilities outside the Washington
ares. : .
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; eciate your assistance in notifying the appropriate cfficials of the assign-
mc;wn: algp;ou hawge any guestions, please contact Mr. Patton at 275-1898 or Mr.
Benone at 275-7487. ’ . S - )

Sincerely yours, | P— _

Associate Dirgctor.

U.5. GENERAL ACCOUNTING OFFICE,
.- GENERAL-GOVERNMENT DIVISION,.
. - . .. Washington, DC, May 186, 1988
Mr. Jouw C. KEENEY, N T E

Assistant Attorney General, Criminal Division, .Department of Justice, Washington,
. DC -

D Mz, KeeNEY. The General Accounting Office, has ’beeﬁ;}équested to ].1:_1d_er—'
tak:‘;B study of Panamanian leader Gen. Manuel Noriega's alleged drug activities.
The study, under code 472165, will examine (1} the broad parameters of U.S-Pana-
manian relations over the past 20 years, (2) the type of informatiop about Noriega
developed by various intelligence and. law-enforcement agencies, (3) the extent to
which this information reached foreign policy de_cisionﬂxakers, and (4) the role that

h information played-in decisions on U.S. foreign policy. .
5u“:l "his w;rk will I?e performed by Mr. Donald L. Patton, Group Diréctor; Mr. James
0. Benone, Evaluator-in-Charge; ander. Jon (Jlnaf;-alo;::;l:f of oug_Fpgexgn Eeonomic As-
i (& , National Security and International Affairs Division.
Em%a;lcviouigull;ke to meet with knowledgeable Criminal Division officials. We also
plan to conduct work at other Department of Justice ofﬁces,— the Department of De-
fense, the Department of State, and other federal agencies. R

' 'We appreciate your assistance in notifying the appropriate. officials of the assign-
ment. If you have any questions; please contact Mr. -FPatton at 275f189$ or Mr.
Benone at 275-7687. R . . -_«‘\j\ o

Sincerely yours, - Amrom P. Joxgs,

- Senior Associate Director’

U.S. GENERAL . AcCOUNTING OFFICE,
: ~GENERAL GOVERNMENT Division,
- . Wasﬁington, DC, May 16, 1985.
Mr. MANUEL RODRIQUEZ, S T o Washi
Legal Counsel, Execiitive Office for U.S. Attorneys, Deparment of Justice, Washing-
ton, DC. C -

Dear Mr. Ropriquez. The General Accounting Office, has Peen requested to un-
dertake a study of Panamanian leader Gen. Manuel Noriega’s alleged drug activi-
ties. The study, under code 472165, will examine (1) the broad parameters of U.S.--
Panamanian relations over the past 20 years, {2) the type of m.forn'aauon about Nor-
iega developed by various intelligence and law-enforcement agencies, (3) the extent
to which this information reached foreign policy decision.tﬁakers, and (4) the role

ch information played in'decisions on U.8. foreign policy. -
thaTﬁlﬁlifgvﬂl beosegfofmed by Mr. Donald L. Patton, Group Director; Mr. James
Q. Benone, Evaluater-in-Charge; and -Mr. Jon Qha.sson;‘ot" ‘our 'F'OZL:EIgII. Economit 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"dmcuss 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 quartment of Justice of-
fices, the Department of Defense, the Department of State, énd other federal agen-
cies. ‘ e N . ) .

w ciate your assisiance in notifying the appropriate officials of the assign-
men:. aﬁ)_p;zu hafe any questions, please contact Mr. Pation at 275-1898 or Mr.
Benone at 275-T687. _ :

| « - Smcel:ely yours, - B o ot P Jons,
Senior Associate Director.
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U.S. GENERAL AcCOUNTING OFFICE,
Naronat SEcpnmf AND INTERNATIONAL AFFAIRS DIVision,

o , Washingtorn, DC, May 24, 1958.
Hon. Woiram H, WessTeR

Director, Cegéul Intelligence Agency, Director, Office of Legislative Liaison, Wash-
ington, DC. . '

" Dear My. Wester. 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) selected: aspects of U.S. Panamanian
relations over the past 20 years, (2) the type of information about Noriega developed
by various intelligence and law-enforcement agencies, (3) the extent towhich this
information reached foreign policy decisionmalkers, and (4) the role that such infor-
mation-played in decisions on U.S. foreign policy. .

This work will be. performed under the direetion of Nancy 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 Group.

The work be conducted in Washington 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 apprecisie any assistance you can
provide to our staff in this regard If you have any questions, please confact Mr.
Patton or Mt. Benone at 275-5790. - i

Sincerely yours, :
' ; - Frank C. CoNamam,
- Assistant Comptroller General.

. - U.B. GENERAL AcCOUNTING QFFICE,
NATIONAL SECURITY AND INTERNATIONAL AFFARs DIvision,
Washington, DC, June 23, 1988,
Mr, C. NicuoLas Rostow, ..
Special Assistant ta the President and Legal Advisor, National Security Council,
Washington, DC. . ) . : .

Dear M. RosTow: As you are aware, Senator John Kerry, Chairman of the Sub-
committee on Terrorism, Narcotics, and International Operations and Representa-
tive Bill Alexander, are concernéd that information about illegal activities by high-
level officials of other nations may not be adequately considered in U.S. foreign
policy decisions. At their request;:the General Accounting: Office is 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 Panama. : ’

To satisfy this request, we will: < ) )

(1) Obtain an agency overview.—At each agency that develops relevant informa-
tion on General Noriega or his possible involvement in illegal activities, we will re-
ceive a briefing that outlines the general organizational structure and thée oper-
ational procedures related to the agency’s data collection, analysis, and dissemina-
tion systems. _ ) .

(2) Interview relevant personnel.—Once we understand the basic organizationsal
structure, we will then interview key personnel regponsible for (1) defining agency
information needs with regard to Noriega and Panama, (2) implementing thie infor-
mation collection. process, (3} collecting and reporting raw data, and (4) analyzing
and disseminating data on Panama and Noriega. -

(3} Review documeénts.—As we learn more about each agency's collection and re-
porting processes, we will request relevant documents. We anticipate that these will
include: specific directives, instructions, or teskings to collect data on Noriega or al-
leged illegal activities involving Noriega, cables and reports from field offices re-
garding Noriega’s Involvement in ér toleration of illezal activities, analyses or sum-
maries of field reporting on Noriega, and geographic/ subject-area studies discussing
the role or suspected role of Noriega in #llegal activities. .

(4) Examine the use of information dhout Nuriega in the foreign policy process.—
After completing a systematic review at each agency, we will attempt to determine
how agency reporting on Noriega may. have influenced foreign policy decisions on
Panama. We will first idéntify the agencies, organizations, and individuals who play
a role in deciding national security and foreign policy issues ‘with regafd to Péinama,
Through interviews and a review of rélevant documents, we will determine whether
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information about Noriega reached them, and how that information was used in
ing decisions. . ‘ CL -

As,p%rt of gur review, we will contact appropriate officials of the National Securi-
ty Council whio are now or were in the past involved in policy decisions regarding
Panama. We inteénd to discuss their knowledge and utilization 'of information con-
cerning General Noriega's illegal activities.

We understand that this review will involve potentially sensitive material that
miy require special controls and safeguards. We are willing to discuss’this issue
with you and: take appropriate precautions. -

- Mr. Levin indicated that.you would handle this request expeditiously, and. I look
forward to hearing from you-early next-week. If you have any additional questions
about our review, please contact Mr.-Patton at-275-1898 or Mr. Benone at 275-T487.

* Sincerely yours, . - - . C L :
O © -Nawcv'R: KINGSBURY.

. : . ASsociate Director.

C U.S. GENERAL ACCOUNTING OFFICE,
NATIONAL SECURITY AND INTERNATIONAY, APFAIRE DIVISION,
: Washington, DC, July 12, 1986.

Mr. LAWRENCE S, McWHORTER, . - ’ . . .
Director, Executive Office for U.S. Attorneys, Department of Justice, Washington, DC.

Dzar Mr. MCWHORTER. As we informed your staff in our letter of May 16, 1988,
the Geperal Aceounting Office is undertaking a case study of how information about
General Noriega was developed by various government agencies, and what role such
information played in policy decisions regarding Panama. As agreed with your staff,
we initially postponed audit work at the Justice Department until we-had met with
National Security Council officials to more fully explain our review objectives and
give them an opportunity to coordinate agency participation in our_review. Howey-
er, because the National Security Council has not acted, and because of the high
level of congressional interest in this assignment, we must now implement our
review independently at each a%;a;cy. .- -

We are therefore requesting that you provide us with the following: -

1. Documents outlining the organizafional components involved in, and the
operational procedures related to,-the U.S. Attorney requests for and analysis of
foreign intelligence.data. - - . .

2. Documents relating to the investizations of.alleged drug trafficking by Gen-
eral Noriega conducted by the U.S. Aftorneys in Miami and Tampa. )

3. Any memos, reports, analyses, studies, briefing papers, meeting records, or
other documents generated by the offices of the U.S, Attorneys which discuss
allegations of illegal activities by General Noriega, and interagency -communica-
tions on these matters. - .

We anticipate that as our review progresses, we will make additional requests for
documentation. . - .

. To facilitate our review, we request that.appropriate officials meet with us at an
opening conference no later than July 20. At that time, we will establish a schedule
for obtaining the needed documents. L _ .

With the inpiit and coopération of U.S. Attorney officials, I am confident that we
can successfully complete our review in a timely manner.

If you have any additional questions about our review, please contdet Mr. Donald

L. Patton at 275-1898 or Mr. James O. Benone at 275-7487.

Sincerely yours, v Nawcy R Kﬁﬁ;snrmy
Associate Director.

- ‘ . TS, GENERAL AccounNTmG OFFICE,
: NATIONAL SECURITY AND INTERNATIONAE AFFAIRS DIVISION,
e -0 oo - Washington, DC, July 13,.1988.

- ES

Mr. Epwarn S. DENNIS, A L .
Assistant Attornéy-General, Criminal Division; Depariment of Justice, Washington,
oe - ) o o
Dear Mr. DenNs. As we_informed your staff in our letter of May 16, 1988, the
General Accounting Office is undertaking & ¢ase study of how information about
Generzl Noriega'was Hév_qlo’ped by Va:iqugi government agencies, and what role such
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information playéd in policy decisions regarding Panama. We initiall tpc
audit work at the Justice Department and several other governmelllt agin%?ggpgzﬁﬁ

review objéctives afid had given them an opportunity to coordinate icipa-
tion in our reviéw. However, because the National Security (Jou::u:?.lg e}:Ea(.:sy15.::?1-:1-':clct'.edpa
and because of the high level of congressional interest in this assignment, we must
now implement our review independently at each agency. ’
We are thenefgx;e requesting that you.provide us with the following:
A Dpcqn;gnts outlining the organizational components involved in, and the
ggggaf:wnal tpillffcedurg_s rela%edtsto, the Criminal Division’s development of law
Teement intormation and its request for and analysis of foreien i i :
da;q Emwd_ed by the y?éioussoﬂecﬁon agencies. TF 3 ot loreign intelligencs
- ANy memos, reporis, analyses, studies, briefing papers, meeting rodo;
. 22%81: tgpc%megfcs’g%ﬁei?ted by tht?h Division which disclx)ls;s'a]legaﬁo%mre:f? llrlti_lliggi
, activities by Géneral Noriegh br the ible impa iich activiti
'i;‘vrelations i paoral N Heg > possible u:npag:t of_)such activities on U.S.
. ti . - - - 1 . N kS - . . . o . .
dog‘um%?l t:él%aie thét as our review progresses, we will r.qg.ke add;tlona.l requests for
o facilitate our review, we request that appropriate officials meet wi
. To ; lew, with us at an
opening conference no tater than July 20. At that tinde, we will establi
for"ﬁggﬁmtll’zling 1‘:het heeéied‘dpcuhients. T K establish a schedule
. With the iriput and cooperation of Criminal Divisién officials, T ent
weIfqa_l;‘ st}:[ltizessfully godTplete our review in a timely manner. > - am cogﬁdent that
I you have any additional ‘questions about gur review, please e ;
L. Patton at 275-1898 or Mr. James O. Benone at 275—748"1’1.) sast contath Mr. Danald
Sincerely yotirs, - B -
: v _* " Nancy R. KiNgsBURY,
s Associate Director.

- S  U:S. GENERAL ACCOUNTING OFFicE,
NarioNaL SECURITY AND INTERNATIONAL -Arpatrs DrvisioN,
-~ Washington, DC, July 12,1988,
Mr. JorN C. Lawn,

’ 4 |
Drug Enforcement Administration, Washington, DC. . :
Dear Mg. LawN. As we informed your staff in our letter of May 11, 1988
y AR Aas oo TIOTIMed yo n y , thy
General Accounting Office is und & cdse study, under code i72'1-65, of hov?

“information about General Noriegs was developed by various government dgencies,

and what role such information played in policy deciSions regarding Pgnamsa
request of your staff, we initially postponed audit work at the D%-ug En.'f‘ox:cgg:\z}x:ﬁ
Admuuqt__ratmn untjl we had explained oirreview objectives to the National Secuti-
ty Council and bad given them an opportunity to’ coordingte the executive agency
participation in our review. However, because the National Security Council has not
acted, and.because of the high level of congressional interest in this assignment, we
must now implement our review independently at each agency.
We are therefore requesting that DEA provide us with:

1. Documents outlining the organizational structure and the operational pro-
cedqres‘relat_ed to DEA’s development of law enforcement. information and its
foreign intelligence data collection, analysis, and dissemination systems.

. 2 Documents which establish DEA’s procedures for (a) defining foreign intel-
ligence 1_nformat_1o_n‘need§ with regard ta_General Noriega and Panama;: (b) im-
plementing the Information collection process; (c) collecting and reportxz.ng raw
tiieaét:;'and (d) analyzing -and disseminating data. on(ﬁanama and General Nor-
__ 8. Specific directives, instructions, or taskings to collect data on Genera
lega or his alleged illegal activities, cables and reports from field d?ﬁecesr?égljgé-
ing his Involvement in or toleration of illegal activities, analyses or summaries
of field reporting on him, and geographic/subject-area studies discussing his

- Hf"le;?; s;lspectedr role in illegal petivities, )
o facilitate our review, we are réjuesting an opening confére i i
ate officials no later than July 20. fg:l that time, Wl;ewﬂlgmore ﬂﬂﬁ;edi‘;lctl?ssaflg?gé-

‘¢ific parameters of our audit work and establish a schedule for obtaining the needed

dovc‘l}lltti.fnts.
ith the input and cooperation of DEA officials, I am éonfident ;
cessfully complete our review in a timely manner. ent that we can suc-
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iti i i t Mr. Donald
have additional questions about our review, please contac )
L.Ilf;'g&gh :t 2'%‘21'.898 or Mr. James O. Benone at 275-7487.
" Sincerely yaurs, .

FT By

BT

Nancy R. KINGSBURY,
- .. Associate Director.

CIRATE,

- : U Gm A.ccoufg‘mc‘@?%mz, 7
TIONAL ifTY AND INTEENATIONAL AFFAIRS DIVISION,
 NaTioNaL SECU'H.I‘I'Y C Washington, DG, July 12, 1388.

e

o

¥

Ehg;cziz%? g’e?retary, National Segurity Council, Old Executive Offtce Building, Wash-
ington, DC: o o o, o
Dea® ME NS, As we'i 8, and Mr.
. Srevens. As we informed you in our. letter of May 13, 1988, and
Réstow 11\.'1?1 our letter of June 23, the General Accounting Office is undertaking a
case study of how information about General Noriega was _dex_relgped by various, gog.
ernmient agencies, and what Tole sich information played in policy decisions regart:
ing Panama. At the request of the National Security Council staff, we initially ﬁims
poned audit work at the Councit and séveral other goyerr_;ment agenties until we
had met with them to more fully explain our review ob;ethqs\ .and had given them
an opportunity to coordinate agency participation in our review. However, becapSﬁ
we have not received a response to_our létter of Jume 23, and becaise of the higl
level of congressional interest in this assighment, we must pow»\}mplement- our
eview indepéndently at each agency. ) ST s -
re%%whgre Eent reqlfests to each ‘agency, asking that appropriaté officials tr:e% mtﬁ
us to establich a timetable for d(::]]'.}lectmgdand rey:ﬁvmng re}eva.ut d_ocumen . We as
jional ity Council provide us with: ‘ )
that t']I;l].e NDoagﬁilnfseiﬁ?ﬁfﬁng the ol:-ganizationa‘l strpcture and the operational pro-
codures 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, meéting records, or
other décuments generated.by the National Becurity Council staff which dJ.SCllS?
allegations 'of illegal activities by General Noriega and the possible 1mp§.ct o

h activities on U.S. relations with Panama. . )
W:u;nt?cip;lte that as our review progresses, we will make additional requests for
documentation. D . . y ].alS b with U &t an
facilitate our review, we. request that appropriate officials meet - us.a
opgginag%nfeféncé no later than duly 20. At that time; we will estgblish & schedule
taining the needed docyments. - T S ,
fo%é’)i?:;aiif %n;ilii:.and eooperakion of National Security Coyneil officials, I am confi-
dent that we can, successfully complete.our review in a timely manner. M. Donald
If you have apy additional questions about our review, please contact Mr. Dong
L. Patton at 2751898 or Mr. James-O. Berione at 275-7487. )
Sincerely yours,

e
R A R e S s R o SR

R

Nancy R. KINGSBURY,
Associate Director.

v

- - Us. GENER.AL Accoungc ‘OF]E:')ICE,

: CURIT INTERNATIONAL ‘ATRS DIVISION. :

Ao AL e T A N Washington, DC, July 13, 1988,

' P. Suurtz, B IR
gie%%teag’%?gfate, GAO Liaison, Office of the Comptroller, Washington, DC.

Dear M. SECRETARY. As we informed you in our letter of May 13, 1988, the Gen- --
eral Accoui;ﬁﬁg Office.is undertaking a cese study, g;_:lder code 472165, of hpyv mfm;i
‘mation about General Noriega was develllopeg by various gcg;rmr:r’l:;x:m ageic:i%ea?e_

5le such information played in policy decisions regarding . 2
Wli:fsi;: f:%lgr;u"lf staff,mt—'.frg mltml])]y postponed audit work at the State Department ulrllatxé
?l.re had explained our review objectives to the National Security Conncil and
given them an opportunity ‘to coordinate the executive agency parhmpatlonbm our
ewiew. However, because the National Security Conheil has not acted, and qcaulse
"of the high level of congressional intirest in this assignment, we must now imple-
t our review independently ateach agency. ] . .
m%e\gl;; ‘iherefore requesting that the State Department. provide us vp,th.
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1. Documents outlining the organizational structure and the operational pro-
cedures related to the State Department’s foreign intelligence data collection,
analysis,-and dissemination systems. o

2. Documents which establish the State Department’s procedures for (a) défin-
Ing foreign intellizence information needs with regard to General Noriega and
Panama, (b) implementing the information collection process, (c) collecting and
reporting raw data, and (d) analyzing and disseminating data on Panama and
General Noriega. :

8. Specific directives, instructions, or taskings to collect data on General Nor-
iega or his alleged illegal activities, cables and reports from embassies regard-
ing his involvement in or toleration of illegal aciivities, analyses or summaries

_.of fleld reporting on.him, and geographic/subject-area studies discussing his
role or suspected role in illegal activities.

We anticipate that many of these doenments 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 ho later than July 20. At that time, we will more fully discuss the specif-
ic parameters of our audit work and establish a scliedule for obtaining the needed
documents. ) . o

With the input and cdoperation of State Department officials, I am confident that
we can successfully complete our review in a fime manner.

If you have any additional guestions about cur review, please contact Mr. Donald
L. Patton at 275-1898 or Mr. James™0. Benone at 275-7487.

Sincerely yours, ) ’ L :
T T ) ) Nancy R. Kmngspury,

) ; o o Associate Director.

. U.S. GENERAL ACCOUNTING OFFICE,
Narionar. SECURITY AND INTERNATIONAL AFrarrs DIvision,

’ ) . Washington, DC, July 18, 19885
Hon. Frank C. Casvucer,

Secretary of Defense, DOD Office of the Inspector General, Deputy Assistant Inspector
-General for GAO Reports Analysis, Washington, DC.

Dear Mz. SeCRETARY. As we informed you' in our letter of May 12, 1088, 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 information played in policy decisions regarding Panama. With the
cooperdtion ‘of Department of Defense officials, including those from the military

_Bervices abid other Defense agencies, we have already made substantial progress

toward achjeving our review objectives. However, we were advised on July 12, 1988,
that these officials have heen directed to postpone meefing with us and providing us
with documents until the National Security Council provides guidance on the extent
that the Department should participate in our review.

Since ipitiating this review, we have fully briefed the National Security Council
staff on our review chjectives and methodology and allowed them time to provide
guidance to %ecute branch agencies. However, because the Council has not issued
guch guidance and because of the high level of congressional interest in this assign-
ment, we have advised the Couricil that we must néw implement our review inde-
pendently at each agency. —

We are therefore requesting that'the Depariment resume cooperating with us on -
this' assignment and provide us with documents we need to accgmplish our review
objectives. In addition to the documents that we already have requested, we need to

obtain:

1. Cables and intelligence reports generated by, or in the possession of, the
Department of Defense and its varjons components which discuss General Nor
iege and his alleged illegal activities.

2. Any other memos, reports, analyses, studies, briefing papers, meeting
records, other documents, or recorded information generated by, or in the pos-
sésgion of, the Department or its components which diseuss allegations of illegal
activities by General Noriega and the possible impact of such activities on ULS.
relations with Panama. - - o - ’ :

To facilitate our review, wé would appreciate being advised in writing no later\‘_
than July 20, 1988, of your intended ‘action on this matter.
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With the Department’s renewed cpope;éti;_ma I am cdnfidént that we can success-
f our review in & fimely mannef. - . . .
fulllfyy%%mﬁgs*?;;; ;eé‘gi%ional questions about our review, please contact Mr. Donald
L. Patton at 2751898 or Mr. James O. Benone at 275-7487.

- Sincerely yours, Nanéy R. KINGSBURY;
Associate Director.

{Enclosure I . S’~ o
- Namownar Security Councrr,
"~ Washington, DC, J_a_dyl , 1988

=

" URY, - . . - . i _'
.ld\fsssoljzzgc})gegggj Glffitional -Security and International Affq;zrs Dwz.fnon IIS.‘G'ener
al Accounting Office; Weshington, DC. " y;;ﬁr sigsons sondsnaing 4
Dear RY. I am writing in response to quest con :
study ofnt&shé I’Falli:(g;ggugrug activities of Manuel Nonega', -and the. role ‘mf_orméaltég?
abou)t". such activities played i ‘dacisi‘ongsaigbtiuit:;te Ufo f;rﬁigg t‘eliml::?sy a(ggu;':lgrm# fgne ).
As described ih Mr. Kelly’s May 13, 1 , letter to Pa vr;f ir June 28,
i , your request secks acceds to sensitive law enforcement and,
lligggei’c}éetﬁtlegstgo?gﬁgg a su%étantial period of time: In dur meeting, your staff con-

firm ( ds of i 5 e intelli tiles, law enforcement
d that your three aress of interest were intelligence fi , law cement
ﬁleseand theydelibérative‘ process’ of thelExecut_lye_Jbranch, 1ngl_udm§£i{ntemils gc;r;xt
murlications and deliberdtions lleaﬁjt.nf tpwE:iewtlvgjg)r;;:i}; t%%'mtlﬁt o s:l 1I;tter ant
to the President’s constitutional authority. 1 was a ed that your lefter did
tain narrowing of the request. The request raises importan ;
:.3::1 Z%%sﬁtﬁ%al issues, The Administration is aralyzing them 1:\057;£ g.gélswhen its
deliberation is complete, I shall reply further to your létter of June 28, X

Sincerely, 1cHOLAS Rostow,

Specigl Assistant to the President and Legal Adviser.

NamowNaL Security Councr,

Washingion, DC, July 25, 1988
: Kwessomy,
ﬁaﬁﬁ?&caﬁecﬁ%atioml Security and Interndational Affairs Division, U.S. Gener.

" al Aéesunting Office, Washington, DC. - o L
Dear Ms. Kingssury. I am responding to your July 12/°1988, letter %oncem:txﬁg
your study involving Manuel Noriega. Aﬁe NIChOI%E Rglf,:noww,}:{:s Wﬁfgergjﬁndyg} ; uf-
sgal is ised by your request are under consideration. Y 3 your
i?agileésts;igt;;mﬂ; afgeg‘the cormpletion of thé-necessary legal a.n?,lyals In the mjzln
ﬁI?le we must decline your request fof an “opening conference” on or before July

20; 1988, _ o 7

Sincerely, PauL ScHOTT STEVENS, |

Exeiutive Secretary.

[Enclosure IV] ’ KRl : - A ,
‘CENTRAL INTELEIGENCE AGENCY,
- Washingfon, DC, June 13, 1988,
Vﬁistanz Cfﬁ%lkr G:eneml, Nationel Seeurity and _Intemq.ﬁ_t_‘im?al Affairs Qiuz‘sion,
Generdl Accounting Office, Washm,_gtcm, f:ecf] . ond 55 yoiir ebter of 24
X FaHAN. The Director has asked me to respond to ) f

ME; ﬁ&g&?ﬁag?iiscribed thz General Accounting Office’s investigation of ellegations

madé against era iéga of Panama. . _ N . e
A]f Eeﬁcy (gecggfilesNilnngei&al aAnmeﬁbia, as well as _ip.formba:hotnwwgl r:é:ﬁ:;g (c:gﬁ-
' ov ivities in the region, ee subject 1o close and con-
cerning other U.S. Government activitiés in > SUbj: con:
inui i h te Intelligence Commitiees. Furthermore,
tinuing -scrutiny by the House and Senate Hirocted o the psmore

t of policy-related questions should be dire to the ap

ﬁr}ép%srfgfnst?g? thg El;ecuyt'ive Branch, such as the Departments of State and Defense.
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I am sorry that we cannot be 1more helpful in this caze.

. Sincerely, . :

’ . JoEN L. Hevcerson,
Director of Congressional Affairs.

[Enclosure V]
THEE ASSISTANT SECRETARY OF DEFENSE,
S Weshington, DC August 3, 1988,
Ms. Nancy R, Kmicssury,
Assoetate Director, National Security and Fnternational Affairs Division, U.8. Gener-
al Accounting Office, Weshington, 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 review
into Géneral Noriega’s alleged drug activities (GAO Code 472165).

In accordance with the atbached policy guidance from the Natiohal Security Coun-
cil -(INSG), the Department of Defense may not release information involved in your
reviewst;ntil t?e NSC legal analysis has been completed. :

Incere. Y y . . - .

! ‘ . LAWRENCE Ropxga, Jr.,
i _—  Acting Assistant Secretary of Defense.

- Attachmient,

Memorandum]
To; ) L - L
" Mr. Melvyn Levitsky, Executive Secretary, Department of State. -
:~Mr. Robert B. Ioellick; ExbcutiverSecretaivy,v Depaitment of Treasury.
* Col. William M. Matz, Execytive. Secretary, Department of Defense.
Mr. Mark R. Levin, Chief of Staff, Department of Justice, .
"Mr. H. Lawrence Sandall, Executive Secretar , Central Intelligence Agency.
From: National Security,Council,‘Washingbon, g(;, July 22, 1988,
Subject: GAO Requést on Noriega: R -
GAO has sent letters to a number of departments and agencies concerning a
study it'is conducting into the activities of Mariuel Noriega. Following interagency
meetings, it was determined: that GAQ’S requiest raises a nuriber of legal issnes ro.
quiring-in-depth analysis, GAO has been so informed (Fab A), and that analysis is
underway, and should he completed shortly, - T .
In order to ensiire that the Executive branch dedls with this GAQ request in a
consistént manner, there should be no Meetings with GAO, and ho décurierits or
other information should be provided to-GAOQ, 4n connection with this request until
the legal analysis is completed and a decision is made on how to respond. -
“Any questions com ing this matter should be addressed to Nicholas Rostow,
é%ﬁsﬁi\)ﬁser to the National Security Council {456-6538), or his Deputy, Dan Levin

Paur. Scrorr SEvens
Erecutive Secretary.

Attachment: Tabh A—Letter from N ichoias_ Rostow to ‘Nancy Kingsbury.

Natiowav Securrry Counerr, |
: ) Wushington, DC, July 13 1988
Ms. Nancy R. KmGssury, :
Associgte Director; Nationgl Security and International Affairs Division, US. Gener-
- ol Accounting Office, Weshington, DC.

- DEar Ms. Kincssury. I am writing in response to your request concerning a
study of the alleged drug activities of Manyel Noriega, and the role information
about such activities played in decisions about 11.S. foréign policy (Study 472165).

A described in Mr, Ke 1¥’s May 13, 1988, letter to Paul Stevens and your June 23,
1988, letter to me, your request seeks access t0 sensitive law enforcement and intel-
ligence files covering a substantial period of time. 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 deliberationg leading to' Executive hranch actions taken pursuant
to the President’s constitutional authority. I was disappointed that your letter did
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i ing ie tequeést. ” 3 ‘aisés important statutory
tain any narrowing of the téquest. Th'e request raisés irapo ]
23?1 iznnstitutiogal issues. The Administration is analyzing them now, andswhen ite
deliberation is complete; I shall reply further to your letter of June 23, 1988.
Sincerely; Nrcraoras Rosrow, .
Special Assistant to the President
and Legal Adviser.

MONEY

INTRODUCTION © 7 =7 -

-The phehomenal profit associated with the narcotics trade is the

- - N - . ) 2 3 fore—‘a:
foundation upon which the cartgals _power is _l_)ase;d. 'The_re 8
cgncerted attgck on the cartels’ Hioney-laundetring operations may
be oné of the most effective means to. damage the mtema.tlonal

tics trade. ‘ ' oL :

naﬁc‘; 1éubcom.mii:i:ee heard testimony from a number of witnesses
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 authérity on
i tional banking,. ) X )

mﬁn;gﬁgnwm._ g thﬁsﬁmony’,,_ members of, the Subcommittee sub-
sequently drafted:-imoney-laundering legislatian which was-incorpo-
rated into the Omnibus Drug Bill of 1988 and gnaci_;eg into law in

October, 1988. _ . .
DEFINING THE PROBLEM oF MONEY LAUNDERING |
[T = iy . . E P -“de
The phrase “money launderiing” has béen used to describe a wic
réhig: (I))f illegal ﬁnarizlal operations. The most basic form of money
laundering is the skimming -of funds from ca‘sh_—gener-g_tmg business-
es to evade taxes. The Internal.Reva?'i:e- Service estimates that in
1 0 50 billion Was hidden in this way. . N
1‘9 ’%‘i:ogfnf is also used to destribe 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 sssmuch as $100 billion in illicit cash
fits each year in the United States. )
PI.i;‘rar the re%atively small-time drug trafficker, the laundering of
money is simple—they spend their profits. They.pay the wages of
accomplices and suppliers in cash; aﬁd, th(ia:y us}ti cash to purchase
iry items such as cars, jewelry and vacation homes. ;
htlﬁl;vzever, as one moves higher up the drug distribution hierar-
chy, the profits are so large that they'ca.m}ot be comp}etely hlddqn
thraugh consumption, and capital: ig retained. Holding capital in

the form of currency is very costly. Not only are secure storage and

sortation of currency prohibitively expensive, but.also the op-
;Eargiggtr;a tegsts ‘in termsy Ef lost- earning - power are substantial.
These problems can be overcome only by depositing the mgygy__u_:_,_ a
financial institution which takes custody of the currency, pays in-
terest on. the balances; and can.transfer funds =a.nyy_vhgre in the
world through. the use of-electronic funds transfer system. :
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THE Bank SecreCY Act RESTRICTS MONEY LaunpERING
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 2all 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 cash into or out of the
country must be reported as well. : '

The reporting requirement 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-
cial institutions.! Increased attention to the problem by the Treas-
ury. Department brought. stricter- enforcement efforts during the
Reagan Administration. These efforts included a much publicized
prosecution in 1985 of the Bank of Boston, and indictments of other
financial - institutiops for accepting cash deposits of over $10,000
without reporting them in the IRS. ‘

- In the wake of the stricter enforcement measures, the Treasury
Department determined that financial institutions in the United
States were. increasingly complying with the reporting require-
ments. However, Treastry also recognized that as compliance in-
creased in ‘the. United States, those.engaged in criminal activities
were moving more and more U.S. currency overseas to countries
whose banking - regulations guaranteed that such transactions
would remain secrét. . - _ i :

" THE INTERNATIONAL LOOPHOLE

‘Testimony delivered before the Subcommittes described in detail
the movement of US. currency to be laundered in offshore banks
and the methods used by both-drug dealers and bankers to avoid
regulation and detection.? -

The profits from the international drug trade are moved to any
country which guarantees the fewest problers for the trafficker in
handling the proceeds from the illicit 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.3

The business ‘has been highly competitive, attracting many
smaller nations which historically have served as “tax havens” in
order to attract capital from-around the world. Among the princi-
pal money-laundering/tax havens -have been the Bahamas, the

! Seg testimony of Martin Mayer, Part 3, April 5, 1988, p. 64.

2 Subcommittes testimony of Meartin Mayer, April 5, 1988, p. 64,
s thid., p. 65.
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Cayman Islands, Hong Kong, Liechtenstein, Luxembourg; Monaco,
Nauru, Singapore, and the Turks and Ca_icg)s 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 secre-
cy laws, and in the figure of General Noriega, g‘uara_.njt\eed physical
protection of money couriers moving currency to Pa.namga.. .
- The-use of these jurisdictions to launder drug money s described
in the case histories below, selected from the Stbcommittee hear-

ings. Evident in the case histories is the ease with which drug traf-

fickers miove money out of the Urited States to foreign jurisdic-
tions for deposit where, in turn, the funds can then. be electronical-
ly transferred back into the United States. :

- Case HIsToRIES
CAYMAN ISLANDS

~Leigh Riteh, convicted of narcotics trafﬁcl_:ing in 1986, ran one of
the largest marijuana smuggling organizations ever uncoygred in
the United States. By the time he was thirty years old Rit¢h was
transactinig drug deals worth hundreds of millions of dollars.s -+ -

Ritch told the Subcommittee that all of his distrjbutors paid- him
in -cash and that hé stored the ‘bills in a safehouse 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 depo’_sﬂ:." For
Ritch, :the ideal place was the Cayman Islands; renowned for its

secrecy laws.B oo - T - o

b-a‘lR}ll?:ch -hglyd' dual U.S.-British citizeniship and had lived -a.n’d
worked in the Cayman Islands. He had learned thap.—the_lsland_s
hundreds of finaricial institutions existed principally-to assist Latin
Americans in evading exchange controls apd taxe&:. 5m'the1;~_9wn
countries. These instituti%:lg would l.jlotsreqq.u_'_e_ any information on
deposits of large sums of U.S. currency.®: - ° e

l%itch testifigd 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.'0 :

When Ritch first began selling narcotics, the amounts of: curren-
cy 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 hzs activities
would be uncovered. As Ritch put it, “there was a lot of U.S. intel-
ligence on the island, watching the airport, watching . . . the.bank

*Senate Committes on Government Oggratiogf, Crime and Secrecy: The Usé of -Offshiore
1 Companies, Senate Report 99-130, p. 141, . B ]

B?ﬁﬁim?iﬂe'e testimony of Leigh Ritch, February 8, 1988; pp. 179-180.

9 Thid., p. 155.

7 Ibid., p. 154.

8 1bid., p. lgg. )

8 Ihid,, p. 148. - -

10 Suhcgmmittee testimony of Lee Ritch, February 8, 1988, p. 74.

115

transactions there.”- Ritch .also learned that Cayman banks were
being pressured by the U.S. not to accept deposits from known drug
traffickers. Accordingly, Ritch decided to move his money to
Panama,?? - , A

:In Panama Ritch relied on his partner in the smuggling oper-
ation, Stephen: Kalish, to act as hig “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 snd Panama and,.according to Ritch, negotiated with Gen-
eral N(zari,ega to insure.the security .of the money laundering oper-
ation.? . o : S : :

o BAHAMAS _

- Louis “Kojak” Garcia, a marijuana smuggler turned federal gov-
ernment informer, described the dimensions of the currency ‘gener-
ated by his drug transactiong by recounting how there were times
he would sit in his spacious living room, ankle-deep in twenty, fifiy
and one hundred -dollar bills.13 After receiving the money from dis-
tributors who paid Kinr for the marijuana he smuggled into the
Miami area; Garcia then paid his suppliers and members of his
drug organization, He claims-also. t6 have paid several high rank-
ing Bahamian officials up t0:$250,000 for permission to transship
marijuana throagh the Bahamas.!* Thege payments still left him
with hundreds of thousands of dollars. in  currency at-.a time which
required-lauridering. -~ - . . R - .

Initially, Garcia used the ‘Bahamian-banking system to launder
the profits from ‘the narcotics ‘business, particularly since he was
already using the islands as the transit point for drugs coming into
the United States. The Bahamas had strict hank secrecy laws.and
there were no requirements for reporting the deposit of U.S. . cur-
rency in Bahamian financial institutions, . ' :

Garcia found that initially many- Bahamian banks were more
than willing: to have his business. But like the Ritch-Kalish organi-
zation,-the Garcia organization found that increasing pressure by
the U.S. was making.the Bahamas a less attractive place to do
business for. money laundering. Accordingly, on the advice of
Ramon Milian -Rodriguez, a money launderer for the Medellin
cartel, and a nomber of Cuban American narcotics traffickers,
Garcia decided to join the cartel, Rodriguez and the Ritch-Kalish
organization in laundering 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

11 Ihid,, p. 161 :

12 Pestimony of Leigh Ritch, Part 2, February 8, 1988, pp. 67-68.
:: ?bulécomn:gttee testimony of Luis Garcia, May 27, 1987, pp. 83-34.
id., p. 17. :
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Panama, many of them geared toward attracting the proceeds of
legal activity. o S o
By the early 1980’s, there were well over one hundred banks in
Panama and more than fifty of those were owned by Colombians.
These banks attracted-significant sums of ‘drug ‘money as the Car-
tel's .relationship with General Noriega grew. Panama became so
siccessful in attracting drug money, that aceording. to U.S. TFress-
ury estimates, staggering sums of currency, amounﬁhg to at least
several billion dollars were being laundered each year. (Panama’s
development as a money laundering center prior to- 1984 is’ de-
seribed more fully in the chapter on Panama.) oL S
Amjad Awan, the former manager of the Bank of Credit and
Commerce International Panaina, stated in a Subcommittee deposi-
tion that many of the 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 T.5. currency that any one
bank could return-to the National Bank of Panama were proposed.
A suggested $5 million dollar limit was vigorously protesited by the
Swiss banks and a-:number of large North American banks: When
voluntary:limits were’adopted, the Swiss banks avoided compliance
by chartering aircraft to fly'currency back to Europe:#® Sl
Awan also stated that the bankers could get money launaerj.ng
busiriess: by paying -kickbacks of one-or two percent to the owners
of Brinks of Panama.  According: to ‘Awan, Brinks controlled the
placement .of many drug. deposits and for a fee, ‘would direct the
shipment of cash to the barnk which paid-a:commission. In addition,
banks which laundered money toleratedcash skimiming by officials
of the National Bank of Panama when the money was transferred
for repatriation. To offset .these expenses and earn a substantial
profit, the banks charged special cash handling fees for taking in
large sums of currency.¢ o . ,
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.17?
Panama became so secure for money laundering that the prinei-
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.'® Often, the money was
flown to Panama as commercial air freight on either Braniff air-

58 Syhcommittee deposition of Awan, Part 4, pp. 473-508.

26 Yhid. S -

17 Syhcommittee testimony of Lee Riteh, February 8, 1988, p. 67.
18 1bid., p. 50.
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lines or Eastern Airlines.® Currency was shipped in pallets or in
e ase of pallet, vas confirn an B
. _The -use. of palletized shipments was confirmed by an East
pilot- who testified that after. his plane landed :'Lny Panama ?11;2
watched :pallets being-unloaded from his craft into waiting armored
cars. When he inquired as to the nature of the cargo, he was in-
for;ned_,_.?__ha.t it was money.2? ‘According to Roman Milian Rodriguez
the station: managers for the-airlines were in the employ of Gener-
al Noriega, thus insuring that the currency cargos received special
protection.. Noriega also maintained an owmership interest in the
-armored car-businéss that met the planes at the airport.2? :

After being laundered, many of the drug profits of the Cartel de-
posited in Panamanian financial institutions found their way back
to Colombia where they were invested in newspapers, radio sta-
tions, television stations; soccer. teams, pharmaceutical firms, auto-
mobile agencies;.and construction companies. 2 .
. - 7i. . ONE MoNEY LAUNDERER’S EXPERIENCE

In his SBubcommnijttee testimony, Milian Rodriguez described his
career as a money-launderer and explained the techniques used by
the major traffickers to handle and invest their money. As an ac-
countant in Miami, Milian Rodriguez attracted business from mem-
bers of the Cuban exilé commiunity who had tirned from shellfish-
ing to drug trafficking during the 1970’s.2s.. -

_Beginning on 2 modest scale, Milian Rodriguez took the responsi-

bility for counting, packaging and shipping his client’s money to
Panama, where the funds were deposited in & local bank. Typically,

-Rodriguez set up the account at the Panamanian bank in the name

of &-Panamanian corporation created for the sole purpose of receiv-
-Ing the one time currency deposit:2* Shortly after the initial depoé—
it, the moriey would then be moved to anothér group of accounts in
the same bank through a cash withdrawal in the form of a teller’s
receipt. This transaction did not leave a paper trail to-the receiving
accounts. The money-would then be moved to-a second bank in the
forr_:n 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
Antﬂles.z‘s-ﬁ'-lfha_t corporation would in turn:purchase a wide range of
assets as passive investments, including luxury real.estate, stocks
and bonds, and other financial instruments. 2’ - T
. '

20 gﬁﬂéhﬁ?fe% testimony of Gerald Loch, February 8, 1988, pp. 131-182, 143,
clogsﬁuégm;h? uﬁstgangggi; %‘?on Mﬂ.mn Rodriguez, February 11, 1988, pp. 235, 247 and

=B beommtiod tesony of Haon depon Bodrigues April 6 1988, p.46. o

. - Py K = el i > ), N —, :
%}iﬂ;ﬂin-f‘l{huﬂgizz J\m}ﬁgtgiité f;:g ;iak%@u&gnmgﬁ?%;mﬁ Million %‘gugz.gfu%dl;-e?eﬁ'iﬁ;
guez, both US District Court for Sout}?émuﬁeistrictk-zt;?ﬂo?ida. 1652 CivIWK, and US. v. Rodr-

3Thid,, pp. 24-25, 36-40,

*Thid., pp. 41, 45-46 and testimony of April 6, 1988, pp. 40-41.

*RMR testimony of February 11, 1988, p. 49.

#Subcommittee testimony of Ramon Milian Rodriguez, April 6; 1988, p. 45.
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3 . . . . , . . ash
“Milian-Rodriguez -testified that in 1979 ‘he establ_lshed ac
managemfe{gt system for Pablo Escobar, a kéy figure in-the Med‘el—
lint ‘Cartel.?® Milian Rodriguez desigﬁegg tlﬁzs-dsystg?dtgt_ rzm;
rofit and intérest, and mirimize risk. As-he escribed it,
R T o cocaine 1-lsch ses:was delivered to cartel
received -from wholesale coczine purchases: was | d to cartel
tives in- major cities around the United States: Thes
gﬁﬁi—%ﬁﬁ:& Jiln tht};; pr'g:é]ga..the' money t& meS‘Sexc:iggrS’ Ehgﬁ;yargge?
L L L oy ! e N Y m
to safehouses, where: Colomblans_counted and u.n *g .,la my
g;c?asfl?ip%ed it to consolidation points for sh;pmea!;.-to Pan}amg” ne
- The packaging ‘'and shipment of cuérﬁc{s}’vashancll{lggr igy;éza}i e
forwarding companiés owned by the Ca eb. mt}?né todriguez pro-
ided the subcommittee with cardboard boxes at 'had-been d
:ilgsgd tbeeiact" dimeénsions for paaphng.money and carried ‘t}}e logo
i ight forwarder. ¥ ' A ‘
,ofﬁlﬁiggpﬁlggrﬁgz Wasrg:znvicted under federal I}IEO glta;ute:nas ha
' d senteneed to 43 years in feder. | prisom.
ﬁgnefgéguﬂge;z z-lrested with $5.4 million in cash as he :atis;erap_ié-
ed 1}:70 leax;e Fort Lauderdale for Panama on his perspl_l_al Iflzlar ga .
At the time of his arrest, federal authorities touted him as'the big-
gest drug money launderer apprehended. in Elonda,r_r-
'  TueU.S. Response To THE PropLEM ..~
By th ime the Subcommittee on Narcotics and Terrorism lggga‘r:
itsBiﬁzg:t%?gon, the use of offshore banks by drug trafﬁ_cke_-rs al
ready had received significant -attentjon by Congress. Begmnsmg i
A 19'82y‘the Permanent Subcommittee on Investigations of the Sena

i bask hajor i igation of
; ; Affairs Committee undertook a major investigation of
tth:eviIa];%§ %ﬁ?ﬁuﬁs and .companies in offshore bank secrecy ju-

-

risdictions by drug runners. In the case of Panama, the Subcommit-

P . -7 © . - 3 Ry t per-
- : that. “the -evidence indicates that a significan
E‘Z‘:ﬁ‘;‘é’;ﬁl&g ?Ehe currency {in- circulation: "in Panama] Wa_S_.—cl;iug
e House o ntatives, sman George Wortley
1 f ‘Representatives, Congressraan g
'(R-'Ilﬁii%lea I;Ir?(:‘.sniec; ofat{)ie:Bankjﬂg' Committee, introdueed a.pnl)ﬁo;
al which would have authorized the 'f.rfie;aury Segi'siéaurljé tgmr :Ed }]1%?,
a wide range of foreig:n fmanmal instit 101§s,ﬂ-m ding bran th‘é
ibsidiaries, and affiliates of institutions doing ot
%&%edaﬁgtes, to the 'recorc}:lkeepx%g and reé)grtm% tzzqﬁfﬁigts hfi)i
the Bank Secrecy -Act. The Touse Banking Com mth] e Included this
“in H.R. 5176; the money laundering bill that:it rep
gfg&:fl lgééi According .to the Committee report: (I-IR Report No.
746, 99th Congress, 2nd Session, 34): - o tt -
’ i i 't a) in ill, the Committee’s
By including Section 6(a) in the bill, the C ee’s
inteﬁt‘ is to send a clear and unmistakable mnessage that 11:'
expects United States ﬁnancialdmsgltliﬁonl_s t%gm‘gfbt]}ise}nlzi?
in -thi to not only abide by the letter of the lay
ﬁtﬂgos lfx?ﬂgyto their moral respanmbﬂ;ty to fully cooper-

21hid., pp. 20, 22.

=Tbid., pp. 36-39.

" i .
:1%1@1'% g‘ui?:.ommittee testimony of April 6, 1988, p. 28,
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ate in this country’s efforts to'stamp out the illicit traffick-
ing of drugs.”

Provision: was included [Sec. '1368, Subsection {¢)] which required
the Secretary of the Treasuty to report to Corigress within one year
on the extent t6 which foreighi ‘branches are used to facilitate
money laundering’to evade the reporting requirementsof the Bank
Secrecy Act, to examine the issue of extraterritoriality, ‘and to
idéntify - miethods of 'pbtainiﬁg-the-F-&ooperation of foreign govern-
.ments. T R o

In July 1987, the Treasury Sectetary submitted his report to Con-
gress. In the report, he stated that “Treasury is aware of very few
examples of Bank Secrecy Act or money laundering cases involving
transfers through foreigy branches of United States financial insti-
tutions.” The Secretary further noted that “because thére is no ac-
curate means of determining How much money is laundered
through each type of financial institution, Treasury can offér no re-
liablé estimates on the -amount of money that may be laundered
through foreign branches of 'domestic financial institution.”

- 'EFFECTIVENESS oF CURRENT REPORTING REQUIREMENTS

In the wake of indictments of a number of prominent V.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 large sums of cdsh ‘without providing basic infor-
mation about the depositor such as namie, address, and taxpayer
identification. This statute applies to every bark, broker. and finan-

sums of cash. Deposifor information, or Currency Transaction Re-
ports {CTR), are now ‘being” filed at a rate of nearly 600,000 a
month, R

The 1986 law, and the data generated by CTRs, have begun to
pay off. More than 270 targets of suspicious activity have been
identified, and there have been several major -prosecutions, includ-
ing the well known Washington, D.C. and New York City “Pizza
Connection” case in which a number of-persons were convicted in a
major heroin smuggling operation, o
- But while these laws have been extréemely effective in fighting

mony detailed, the drug traffickers have developed systems to ship
the money- generated by drug sales out of the US, for deposit in
countries with strict bank secrecy laws, and .then electronically
transfer these funds back to the United States where they are law-
fully invested in income-producing assets. ' -
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.SuMmMary AND CONCLUSIONS i _-. .

To function, the criminal organizations which control the drug
business must have access to commercial:' banks willing -to"take
large amounts:of U.S. currency anonymeusly..-Moreover, they must
be able to keep secret the identity of the beneficial ownets:of the
secret accounts. Restricting these:two essential requirements; for
successful money . laundering activities,-even imperfectly, is.the
most. important action the United -States. government: can:tgke in
-challenging seriqusly the _olseratio,gs of the large fraffickers. - = -

. .'The Subcommittee on N

‘posed thatthe Secretary of the Treagury negotiate agreements per-
mitting foreign banks to cooperate with U.S. narcotics investiga-
tions. As a result of an amendment sponsored by the chairman and
ranking member of the Subcommittee (Senator John.F. Kerry and
Senator Mitch McCoginell), legislation incorporating this. proposal
‘was included in the Omnibus Drug Bill ‘passed at the. cloge -of the
100th Congress after passing the Senate by a vote of 85 to8. "

All banks—both U.S. and foreéign-owned—which . do businéss 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 t6 transfer fiinds electronically into this-country. The prompt
rniegotiations of such agreements with other countries,‘as mandated
by the Omnibtis Drug Bill of 1988, should be tndertaken. *° M

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 :tosthe
U.S. banking .market and  the financial .wire transfer network

maintained by the Federal Reserve. . 7 o
LAW ENFORCEMENT VS. NATIONAL SECURITY: CONFUSED
' T ' ' PRIORITIES® _ - - -
INTROD[}C';'ION

. The Subcommittee identified a number of cases in which .law en-
forcement operations and criminal prosecutions were subordinated
to other foreign policy concérns. More often-than not, the interfer-
enceé with law enforcement processes was the result of ad hoc deci-
sions made at‘the operational level of the national security agen-
cieg involved, rather than the product of carefillyconsidered deci-
sions made at’ the highest levels of our government. © ° -~ .

" Instances in which foreign policy considerations took precedence
over the war on drugs included the Barry Adlér Seal episode, law
enforcemient- investigations into illegal activities' associated with
the Contras on the Southern Front, a narcotics sting operation di-
rected at a high Bahamian government official, the intervention’of
U.S:officials ori behalf of the Honduran General convicted in'a
narcosterrorism plot, and the 'handling” of Panamia’s General
Manuel Antonio Noriega. (Accounts ‘of the Bahamian sting and
General Noriega were provided in the Bahamas and Panama chap-

ters respectively.)

arcotics and. Terrorism therefore pro- -
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-BARRY SEAL AND THE CARTEL

Barry Adler Seal, a former narcotics smugg ili
T ] , . ; ggler, w. t
qqgiercc_:yer agent by the DEA in a highly sergzsiﬁveaé:sp:rgéizgg f;ﬁxgn
run %gamst thé Colombian cocaine cartels and officials of the Sang—
rdmecemivzdreglnmii tl:r él;%:aﬁg%uﬁé elliz'.lased upondi:gtel]igence the DEA had
2Celved,. an Ir ad- . expressed by some membe;
San&;.msielal Dlrectqrate in providing a base of operations u'f Ei\fgga‘.;rha?
gxl;li?r a;rbo tﬁ gﬂagtni];se USf tl};aw_g?gb]rcement officials had hoped to
Sauap .t IS ol the : inj i ]
drIIEIg Bbo b?ilng e L h c e S, and Sandinista officials in a
. However, the operation was disclosed Pprematurely by aj i
igﬁgol?yogggialmwgg leef?"g:td i:1‘(;)0 i;h:ff' press evidence J;up);c?éned?lgl-%ﬁ:
an ¢ uence a pending Congressional
vote on Contra aid. Law enforcement official ous th,
: ; 3 5 we
j:h?ilr undercover operation was revealed and ageﬁt;’eﬁiz%%gg 3;31-:
ize becaugc_a one individual in the U.S. government—Lt, Col. Oliiv
Nﬂ}ozigje:glde% to g}ay IlJlo]itics with the issue.1 e
_ 5 ol" Seal, who' operated -aircraft service busi :
ﬂ;ngeﬁE& kansas airport, were also the targets of g;x;ensge;u?;
g es _narcotics. trafficking. Despite the availability of evi-
ggc;e sufficient for an. indictment on money laundering charges
'3?5 ; ica:};:rtt}?: gggggwgrotﬁts_'-qi;ggat%h and federal law enforcement
dicials, the cases were dropped. e apparent reason
gggﬁpi}c;%el;c;ﬁgﬁ n;_aflilt have -revgelaled natiol;gla?st;u;iet;siogfb‘:gsat%gt
A ough all of the crimes which were the | i iga
tion occurred before Seal became a fedgl;%l Iillffg?'gl;;:cf: the Investiga-

o | - Burso-Rosa AND THE CONTRAS
Senior U.S. Government officials. interv i
enior | I0vernmel ened with a fed j
%}Oe obtﬁn.a reduction-to five years in-the sentence for g‘:ﬁlﬂ]ﬁfgg
¢ neral Jose Bueso-Rosa, who was convicted in 1985 of conspirin
) taigsassmate _President Suazo Cordoba of Honduras. The assassg
11{;';_11 Liop attempt was to have been financed by the proceeds from the
gioﬁ 1;:’11 E}l;eﬂfllen;:ﬁc}: S{‘ites 01?1{ $4lc)1 million in cocaine seized in connec-
The A :
tel:l[l;e—sda(i o b orte yearst.er efendants in the case received sen-
addition, officials of the U.S. government inte ;
t_hc]@hgt Bueso-Rosa served out his sentence in a mi ixgvuﬁegef:%:i?;ufﬁ
ety 2t US. mltry bose n Florice The'offieal ntervaned oo
been of particular help to the % Somﬂ.ieta.ry. i Hondurss. Anmerdies
] : icul ‘U.S. mit in H
fo the I%Odrthm;ss%%‘nts of 1th§r Urflitéd' States in thgqmdqr@n"ﬁcfﬁil of
, “Lt. Col. North suggested that efforts b '
Bueso-Rosa’s behalf to deter hi i i otails of g
port of e Gortran s T him from disclosing details of [his sup-
These officials seemed unconcérned that the Justice Department

had touted the conspi 4 i
terrorism yet d.isc’t)\v'eI:"lt.erda;?’s"L as the “most significant case of narco-

! Subcommitice testimony of John C. Lawn, Jul
2 Subcomumittse testimony of & Lawn, July 12, 1988, pp. 134135, ’
kag:lsas, ey %temss‘ ews with lecal~and federal law enforcement agents in Mena, Ar-
3 édm:ssmqs, U8 v, North, DC Distriet Court, 1989, 102,
ubcommittee testimony of Francis MecNeil, 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 initig-
tive in'support of interventions on behalf of Bueso-Rosa. .« 7"

- In-a deposition before ther-‘Irali/Cont_ra'_"Commltfzee, R;qhq:gd‘_;;g-
‘called being calléd to & meeting which included, among others,
Oliver: North, General Paul Gorman, 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 Gccommodated. Richard said He-was surprised that the Statée De-
Pertmeént’s position had chinged. Richard said’ he responded: by
sdyimg: - 0 0 L T

" Look . ., anything we do for this man seems to undercut - :
... our 'positic;n thy:lt we have repeatedly taken that this is an".

" international terrorist..This is.-certainly not consistent "
with the position we have -articulated, throughout the. ~

“course of this presecution, that this man is a.serioys infer- . ©.

- national terrorist:and should be treated accg;dipgly.-é ek
* Francis McNeil, in; testimgny befors the Subcomimittee’ said the
successful intervention on behalf of Bueso-Rosa, over the objéctions
of the-Justice Departruent, undermined President Réagan’s policies
in thrée areas: anti‘terrorism, antifiarcotics,” and sgpporﬁtjfpz:,qu—
moeracy. - N ' ST )

LR

IN'i'EmGENCE vs. Law ENFORCEMENT

Despite obvious and widespread trafficking through the war
zones of northiern Costa Rica, the Subcommittée was. unable to find
a single case against a ‘drug trafficker operating in thosé zones
which was made on thie. basis of ' tip or réport by an official of'a
U.S. intelligence agency. This is déspite an éxecutive order réquii-
ing intelligerice’ agencies ‘to’report trafficking to law ;erifgreement
officials and ‘despite diréct testimony that trafficking on the South-
ertl Front was reported to CIA officials.® -~ "7’ e

Where traffickers and suspected traffickers were mentioned by
name in documerts divilged in the course of*the Iran-Contra hear-
ings, the names'wére deleted by the authorities charged with docu-
mernit declassification. This deletion was effected, notwithstanding
the fact that a copy of a memorandum detailing the trafficking se-

tivities written by Rob’Owen and sent to Oliver North; had already -

been widely circulated.”. N e
eASSlst ‘ijzr"U'.S. Attorney Jeffery Feldman and FBI Special: Agent
Kevin Currier were sent to San Jose in"1986 to investigate illegal
weapons shipments to the Contras operating in’ Costa Rica., Xet,
U.S. embassy officials were not ouly unsympathetic with, their ob.
jectives but also attempted to dissuade them from interviewing a
key witness.

$Iran/Contzs, deposition .of Mark M. Richard, Appendiz B, Volume 23, -Angust 19, 1987, pp.
129-128, e
; timony, pp. 115-116, 118, R
"ﬁ?ﬂn ]ﬁQBSDS};fe?memorandum to North, Iran-Contra exhibit Robert W. Owne 7.
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In bis 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. mtelligence 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 conducting intélligence activity is com-
partmentalization, that is you get information on a need to
know basis. R 7
.~ « . 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. N oriega was working for
a compartment I don’t kmow about and their guperiors 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.”

Mi1sGUIDED PRIORITIES

Law enforcement operations directed at narcotics traffickers
should be a clear government pricrity. 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, 15heir efforts will not be
jez:_apardized or terminated for so-calléd national security consider-
ations. o -

The most graphic example of this conflict between law enforce-
ment and foreign policy priorities is that of Richard Gregorie, whio
for eight years led the war on drugs in the U.S. Attorney’s office in
Miami. He had achieved a reputation as one of the nation’s most
effective and toughest federal 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. - N : _

In an interview with NBC, aired on February 22, 1989, Gregorie
said the opposition from the State Department made it almost im-
possible to pursue top cocaine bosses, He stated, in that interview:
“I am finding the higher we go, the further I investigate matters
involving Panama, high level corruption in Colombia, in Honduras,
in the Bahamas, they are concerned that we are going to cavse a
problem in foreign policy areas and that that is more important
than stopping the dope problem.” ~ : T

Gregorie said he felt a lot like the. soldiers in Vietnam felt. “We
are not being allowed to win this-war.” & .

4 NBC News interview with Richard Gregorie, February 22, 1989,
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The Drug Enforcément Administration has expressed a clear re-
luctance-tog develop cases against ofﬁclals_ 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 to- the Baha.mas be-
cause of past interventions by the foreign policy agencies of our
go%?ll;:;;a tzansers are brought against thosé involved in the drug trade,
prosecutors should be able to rely upon the cooperation of all the
agencies of the Feéderal government Yo assist them in indictmients
and prosecutions. Obviously, secrecy is’essential to mamtammg the
security of certain U.S. government operations. However, the con-
cern for-secrécy and the heed for t‘li.e' cla_ssﬁcgat;qn_ of important na-
tional se¢urity information should riot be a.n_msuz:moun_tabl_e. obsta-
cle for prosecutors in .their abgty_ to obtain evidence critical in

i nore effective war on drugs. 5 |
Weiilg%lg‘ig;;, the Nicaraguan war complicated law enfdrc_:er_n_ent‘ ef-
forts, particularly.in south Florida, at ‘a-time when the 111r1c1t- nar-
cotics trade mushroomed out of control. A unique problem surfaced
with the privatization of U.S. foreign.policy in Central A'menca,.«a}t
the direction of Lt. Col. Oliver North. The following. sec_:tlon to thJ.s

chapter discusses the nature of this problem. L
"TeE CONSEQUENCES OF PrIvaTIzZING U.S. ForEIeN PoLicy

j nsequences of privatizing support for the Contras, par-
ticﬁlgﬁ‘g’qgucz?ing ghe_ Bolandpjlmendmént prohibition on'official U.S.
governmient assistance, was that it attracted numerous individuals
and organizations involved in illicit activities. o -,

As revealed during the Iran/Contra hearings, an extensive net-
work of private support for the Cofitras was established aiid cogrdi-
natéd by a hahdful of government officials working with private or-
ganizations. Although it might have been ump,tended, this private
support network, enicouraged by certain officials of the U.S. Goé\a-
eérnment, served, as a magnet for many individuals who _exploited
their activities on behalf of the Contras as a cover for illegal gun-
running and narcotics trafficking. It appears that anyorie or any
organization was welcomed "as participants in suppqrtmgr the
Co']lll'flreajf?igz%e efforts on behalf of the Contras attracted a number
of 'drug traffickers who understood full well the high priority the

U.S. government gave to the war against Nicaragua. Testimony

before’ the Subcommittee revealed narcotics traffickers-were par-
Ei%fl?l?ﬂ; :Stute in offering to assist the Contras in'an effort to Tiot
only protect their operations, but'also to avoid'prosecution for their
activities ag well. This technique is known as ticket punch.mg: ;

In the environment of South Florida, with exiles from around
Latin America plotting a variety of activities- aimed at toppling
left-wing regimes:around the hemisphere, and with legal and -ille-
gal covert operations a commonplace, the opportunities for ticket
punching are endless. According to R?cha;rd_ -Grego_r,le- of the-U.Se.
Attorney’s office in Miami, the result is a prosecutor’s nightmare,

@ Testimony of Richard D: Gregorie, July 12, 1988, pp. 156-163.
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The Subcommittee repeatedly encountered this phenomenon as it
tried to understand the relationship between law enforcement and
foreign policy priorities. Many of the stories connecting the 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.10 .

Ramon Mi,]ianeRodrigue_z’ 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 pProceedings beirig
brought against him. ) ‘ ' .

George Morales, | the convicted cocaine-trafficker, was quite
candid. that his primary’ motivation-in providing’ support to Eden
Pastra’s organization was his belief that the CIA would actually
intervene to, assist him with his Jegal problemis.! Tnlike Milian- -
Rodriguez, Moralés in fact deliv"eredg 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 enhance his
drug operatioris, ‘ o . ’ :

DIACSA, which was the headquarters for the Floyd Carlton/Al-
fredo Ca allero éocaine transportation organjzation, was paid ‘by

report stated that “SETCO aviation is a corporation formed by
American businessmen who are dealing with Matta and are smug-
gling narcotics into the United States.” The Matta referrad to in
the report is Juan Matta Ballesteéros, a major cocaine trafficker in
the regipn, and 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 Rodriguesz,
Carols Soi;o and qu'ldo Fernandez. Frigorificos received $231,587

indicted on September 30, 1988 for drug-smuggling which(,itook"
Place between November 1980 and January 1983. o -
Tom Posey, Mario Calero, Jack Terrell,- Frank Castro, Joe”
Adams, and Rene Corbo were all indicted in August 1988 for Nen.'
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 ontras in violation of the Neu-
trality Act. All claimed. they were acting on behalf, and with the
encouragement, of the U.S. government 1n the Contra war against
Nicaragua. R

'{g

101bid, p. 187, and ‘Subtommittee testimony of David Westrate, Part 4, July 12, 1988, Pp. 144,
i: IS_bqgcomml_ ‘Z::Jteseztesﬁmony of George Morales, Part 3, April 7, 1988, p. 800. .
id., pp. 60-62.
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. THE CaSE 0F MICHAEL PALMER -

" "The most. puzzling example of this phenomenon the -Sulicommlt-
teeT};nCOuﬁté;ed Wéfs the case of Michael Pangr. Pa]mgrs career
a§ a drug smuggler also included numerous government agsocia-
tions that clearly revealed a government working at CToss-plrposes..
Palmer was ‘a former Delta Aiflines flight engineer who went
into the marijuana business with Leigh Ritch and Michael Vogel in.
the Tate 1960’s. He ‘participated in the smugglirig of hundreds’ 6f
tons” of marijuana into the Unitéd States over a six-year ‘period
ithout getting caught. = = . R
?%Oﬂ)tﬁ? he iglew 't'go Colombia with a load of money ‘to purchase a
large’ shipment, of marijuana. The plane was trapped on the 1%1‘111;1‘
by the ‘Colombian military and Palmer was thrown into jail.1® As
he gat in jail he had the chance to ‘contemplate the rigks he
faced.** Theré was a strong probability that his organization had’
been ¢compromised and that one or more“of its members were work-
ing with the police. He risked being identified as the key figure in
a multi-billion dollar drug ring and face a possible life sentence. .
For Palmer -the message was clear: Get, out of Jjail in Colombia
and go'to work for the U.S! governient. Depending on the story
ong chooses to believe, Palmer was either released hecause the Co-
lombians had no case against him or because his friends paid off
Colombian officials. Upon his return to the United States he told
his former colleagues that. he wag retiring and_prp;gnptly;looli%d for
goveriiment agencies which would be able to use his services. 4
Palmer's major assets were an.interést'in a DC-6 which ha
beeri involved in drug smuggling operations, &n interést in Vortex,
a minor Miami-based air cargo’ business, and exgel,lent,.g:opm_ecthns_)
in the driig world.?® Within a matter of P:;gnths_' after hjsgeturn to
the United States, Palmer was Jhandling; ) hungapltanan._ cargoes
for the State Department, working for the Drug Enfoxcen?tent Ad-
ministration, 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. Ove;' the objec-
tions of law enforceinent agencies involved in the case against hjmf,_
Palmer’s indictment was dropped as “not béing in the interest o
; . tates.” e . ‘ o B
th%hggﬂ:gﬂdit%‘ﬂiner% career as a goyernment informant the vari-
ous agenciés using him did not seem fo know that he was involved

in more than one operation with more than one agency, In fact, -

ncies were tracking him as a sq:gug’g;le.r‘_’nﬁawéréjthat he
i?a?e&é?iﬁ- the Smuggling for DEA. Palmer’s varied government op-

erations all involved usingthe same airplane. The restlts were -

nfusion.l” : : , - .
Ch%%iaﬂgfg which was the centerpiece of Palmer’s operation had

been purchased in 1979 and had ‘been used to pick up a multi-ton

load of marijuana in Qolombié_.: The plane Was bverloaded- and h_1t

13 Subhcommittee tesﬁmon& of Michael Palmer, Part 3, April 6, 1988, p. 202.

s g gf%'z-zoa, and Subcommittee testimony of Michael Vogel, April 5, 1988, p. 114.
18 Pglimer, ibid, pp. 197-195.: ) s .

7 Ihid., pp. 215-216.
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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-
. fion was a farm. in Tennessee but because of the damage the crew
had to dump the load of drugs ever a-small town in Georgia.18
 The plane landed in Tallahassee and the occupants fled before
the police closed in. The plane was seized and left on the runway at
Tallahassee for several years before it was retrieved from the gov-
ernment by Palmer’s lawyer. Palmer invested a substantial sum of
money in rebuilding the plarie and gave it to Vortex’s Steve Her-
reros in exchange for an interest in his company. Herreros had gev-
eral air freight contracts for which he could use the plane.1®
When Palmer decided to-become an informant the plane became
an essential part of the plan. DEA wanted -him to fly to Colombia
where the plane would be used to entrap a Colombian smuggling
ring. The Colombians agreéd to sell Palmei marijuana and a 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 Detrojt who did not
know he was working for the government came close to shooting

"him and breaking up the entire operation before the DEA could

find out who the distributors were and before DEA could complete
the sting,20 o _
At the same time Palmer was flying drugs as part of a DEA
sting, the DC-6 was being used for State Departrnent humanitarian
assistance flights to the Contras.?1 Menibers of the press corps had
become -aware of the plane and suspected that the plane was a key
link between the drug trade and the covert war in Central Amer
ica. They staked out the plane and began to investigate Palmer's
background. B _ _ : o
In the meantime Palmer and his partner were repainting the
plane and changing its tail numbers to make it less conspicuous,
Each of the tail nirmber 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 Miamj airport..The pilot

protested claiming that the search endangered sophisticated navi-
gation equipment which had been installed for government oper-
ations. He asked that Palmer be called to the scene to verify the
fact that the plane was being used on an official government, oper-
ation. The Customs officials were incredulous because they knew
that Palmer was under indictment in Detroit in a huge marijuana

18 Testimony of Mickael Vogel pp. 101-102, in 100-773, pt. 8.
1% Thid, p. 197. . .
20 Thid., pp. 220224,
21 Ibid., p. 208.
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‘smuggling case. To' their amazement Pa]mer got the government
- to acknowledge the plane.22
- As the public controversy ai:out Pa]mer ‘grew; the chfferent law
en.forcement agencies” involved Wwith the case ‘¢ould nét agree on
how it should be handled. DEA wanted his Detro1t ‘case dropped be-
cause of his undercover work, while other agencies suspefted that
he was continuing- his ‘own.- drug buslness usmg hlS work for the
- DEA-as cover. -
‘The Detroit " prosecutor declded to drop the charges agaJnst
Palmer, -a decision which infuriated Palmer’s formér partners in
‘the man‘]uana business who all recelved long pnson terms 23

THE CA.SE OF FB.ANK CAMPER

" The story of Frank Camper is one cledr examplé of how the pn-
vatization of forelgn policy could lead to tragedy. :

" Camper is a*Vietnam veteran who began working as an inform-
ant out of Birmingham, Alabama for the FBI in the early 1970s. In
1980, Camper decided to establish “a private school for peopté who
would be interested in param:htary WoOr. i whmh he called “the

Mercenary School.” 24 '

+ Advertising in publications like “Soldier of Fortune ” “(_}ung
Ho,” and “Eagle,” Camper conducted two~week paramilitary tI'aJIlr
ing courses for individuals and groups . . ‘While training these in-
dividiials, Camper was actmg as an mformant for the FBI and mili-
tary mte]JJgence

The training provided by Camper included instruction in assassi-
nation techiniques, the use of plastic exploswes, and vanous bomb—
=:|ng techniques.25 "

From the beginning, the Camper. school attracted‘woient and ex-
treme elements. Among Camper’s first students was Rébert Lis-
benby, who according to Camper was. planning a publi¢’ hombing
and assassination in Miami’ Camper -irformed law*eénforcement

agents and the plot was halted. Other Camiper students “ised’ the
techmques ‘that they had learned” at his school to steal 1tems from
the Redstone Military Base in northern:Alabama 26 = =
© Aceording to Camper, he founded the school with’ two- prmc1pals
‘in mind. First, to “‘enable’thé TU.8. Government to gain a great deal
of intelligence and indeed initiate many operations that were sue-
cessful to stop criminals and terrorists” Second, “to get and prove
out possible 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 Govermnent in connectlon
with these’ operainons 287

Ag Carmiper’s ‘school- became mcreas:ngly we]l-knowu he: found
himgelf being drawn into contact with representatlves of forelgn
governments and with the Contra progra.m T

22 Thid., 229-230,
28 Vogel 1b1d pp. 113, 117.
24 Subcommittee tesh.mony of Frank Camper, Part 4, pp. 287-288
25 Camper, Part 4, p. 301.
26 Camper, p. 289.
27 ll:ud. P- 501,
Ibid.
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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 antiterrorism commando tunits.
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 1nte]hgence Camper claimed that military
11111te]llgg;ence did not fo]low up on "the mformatmn he had prowded
them

-'The.same year, the. Clv1].1an Ml]ltary Assistance Group {(“CMA™

_-of Decatur, Georgia, began sending 1nd.1v1duals 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.s®

Camper also participated in training members of an exile group

‘attemptlng to conduct a ‘coup, against the Ghanian government.

These individuals were later arrested on a barge off the coast of
Brazﬂ as they were heading for Ghana, and lmpnsoned 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 ‘the governmenit of India followmg the assas-
sination ¢f Indira Ghandi and the Indian government’s assault on
the Sikh Goldén Temple. Camper advised the FBI of the Sikh’s
plans. Camper testified the FBI advised hith to continue training
the Sikhs as a means of mohitoring their: activities. Camper testi-

- fied that as a result of this monitoring’ the FBI was able ‘to stop-

planned assassinations of Rajiv Ghandi and an Indian state minis-
ter, and that ‘many of the Sikh ‘terrorists ‘were arrested. Other
Sikhs trained by the Camper school eséaped. According to Camper,

" the Siklis used “plastic exploswes they obtained froim his school to

blow up ‘Air India Flight 182 over the Atlantic in June, 1985 kill-
4ng-329 people.32 - -

- Camper’s school was closed - after he was arresbed in 1986 on
weapons: and racketeering cha:rges in connection with a Los Ange-

les bombing.33-

The Frank Camper story exemphﬁes many_,of the perils -of the
privatization -of foreign-policy. While-being monitored by the FBI
and the .military, Camper was permitted to train individuals who
participated in military -expeditions, attempted coups;- and bomb-
ings involving many nations: While the missions were clearly pot
authorized by the U.S., many of them were tolerated in a period
that U.S, foreign- pohcymakers were seeking to engage the U.S. in
a variety of low-intensity conflicts using a mixture of private and
public resources.

The tragic irony is that Camper’s school was the source for the
trammg and plastic exploswes used to blow up the Air India plane.

29 Thid., pp. 291-294,
. 30 Camper, Part 4, pp. 295-296; see also Iran/Contra Test.lmony of Tom Posey, Vol. 21, p. 125
92 Camper, Pa:t4. pp. 302-303
az Camper, 4, pp. 302-304. .
33 1bid., pp, 307, 320. ~
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This occurred evén though the operation” was being monitoréd by
the FBI, and highlights the risks of permitting private military

training ‘canips to operate in theUmted States. .

.. TaEChasor Ricearp Biewwgxe = ¢
'Certainlﬁ;- one of the qunintended .consequences 6f the privatiza-
tion of U.S. policy toward Nicaragua, were the number of individ-
uals . who surfaced claiming to have been engaged in illicit-activities

on belialf of federal agencies supporting ?h?zpoptrgsi "Q_ne guch in-

dividual was Richard Brenneke. ;- /¢ © & LT e v
Brenrieke is the President of a- Portland, Oregon propérty man-
:agement company. According to him, in"his spare time he had Heen
involved in arms deal§ in' the Middle East and Central AméFica
and as a participant in’a number of covert operations. -~ - 4.
" Brenneke™first camie to the Subcomiittee’s attention” through

Will Northrop, one of the deferidants in the*Evans” Iranian arms
sale cage in New York. Brenneke was ‘the soutce for a‘lengthy New
York Times story on weapons sales to Iran. Ii that story he te-
counted his purportéd-role in the “Deémevand” project, which he
the Iranian government, .~ A
*Séme mbft:hs later Brenneke began to assert publicly that’ he
had participated in a guns for drug arrangement in Central Amer-
ica which was officially sanctioned by the U.S. government. Ag part
‘of this arrangement he said he had smuggled drugs into the United
States.and arranged Weapons purchases for the Contras in. Eastern
Europe. . :. ' : ' - -

- As.the reﬁﬂtﬂfthese DeW&S’SertlonS the Staff,contactedMl'
Brenneke who.agreed to be deposed: The deposition swas taken. on
(April 23, 1988 in Rortland, Oregon, : ;

“Tn his, testimony, Brenneke asserted that he had worked for the

said was the code nime for a _\__?veéﬁqg'g purchasmg o‘pg;a‘tic_m;;rug; by

CIA as-a contract employee in- the Middle Fast in.the 1970, that-

he became involved working for Israeli intelligence and the CIA in
the early 1980’s. He claimed that in the course of’his dealings he
was asked by the Israelis. to make-arrangements for the purchase
and shipment of Eastern European weapons to the Contras. He
gaid that. after clearing-the réquest:with the CIA ‘he bought _‘tl:le
‘weapons from .Omnipol-in. Czéchoslovakia, and. had the weapohs

shipped -fo: a warehouse in Bolivia. He said-that ‘the Tsraelis then

L

flew the weapons to Panama and Honduras,. *@ ... 5wy
; -?Brennéke-‘ga;"rd that-he had worked -closely with:a~number of:Is-

raeli ‘agents ‘active in' the Central- American weapons: project Wwho.

‘were running drugs into the United States: He saidsthat he was

told by White House officials-that the operation was officially sanc- s
tioned, and he had personally discussed _thgrope{atlo'n w1th mem-.

bers of the Vice President’s staff. S C
The Subeommittee then began an exhiustive effort to determine
whether Brenneke’s sworn statement had any basis in fact. Dozens
of individuals whom Brenneke had named in his déposition were
intérviewed, ‘thousands "of pages of documénts from goverrment
files relating to him and thousands more from hlSlﬁl'?S’ qnd other
sources were reviewed. : - '
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A careful analysis of the files shows that he spent considerable
effort unsuccessfully in trying to become an intelligence agent and
when that failed, an arms dealer. The records show that Brenneke
was never officially connected to U.S. intelligence and that he was
never tasked by a U.S. Intelligence agency to gathér information.
Although Brenneke produced thousands of pages of documents re-
lating to proposed arms deals, there is no evidence that any of
them ever came to fruition. ; o

Brenneke began telling stories about his “secret” life as a spy
sometime after he was stopped by the Customs service coming
through the Seattle airport on a return trip from Europe. He was
carrying a briefcase which contained references to arms deals. The
Customs Service wanted to know whether he was involved in ille-
gal weapons transactions. His response was to offer to become a
Customs informant. ' ‘ ' '

The Subcommittee confirmed that Brenneke applied for a job
with the CIA when he finished school but his application was re-
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 traveled to Europe and met with his old contacts
and with representatives of both the Iranian and Iraqi arms pur-
chasing missions. He traveled to Czechoslovakia and met with rep-
resentatives ‘of Omnipol, the Czech arms company. 7

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 wag an active participant in arms de¥
liveries to either Iran or Iraq. ,

Moreover, Brenneke did not produce any evidence that he was
reimbursed for any of the expenses he incurred while trying to ar-
range arms deals. .

It appears that Brenneke learned about the secret U.S. arms
deals with Iran from his business associates who in turn had

learned about them from the Iranians. It also appesrs that Bren-

neke received completely fabricated information 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. ¢
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~Customs agents interviewed Brenneke extensivgly, reviewed his
records and decided that hé had little to offer. Hé appears not to
have been indicted in the Evdns case because he did not play any
gubstantive role in the transactions which were at issue. . -

Undaunted by his failure to secure dutherity t6 negotiate with
the Iranians over hostages, Brenneke began to offer additional pro-

posals to various federal agencies, including the ‘Defense Départ- -

ment to trade the Iranians U.S. weapons for Soviet made T-80
tanks. These offers were rejected both because of the négative as-
sessment which had been madeé of him and Bienneke's de‘;pand

that he be allowed to-sell weapons to thé'jlfgnians‘. S
P . 7 CowcrusioN - -

The Senate and House Select Committees‘\'vbichuwere constituted
to investigate the Iran-Contra affair described in detail how the
Oliver North operations undermined basic U.S. foreign policy.objec-
tives. = Co ) )

In their Report, the Select Committee noted: .

Covert operations of this Government should only be-di-
rected and conducted by trained professional services that. -
are accountable to the President and the Congress. Such
operations should never be delegated as they were here, to:
private citizens in order to evade Governmental restric-

- tions.2¢ - : :

The Select Cqmmitteé observéd further that: . .

The President set the stige for welcoming a huge dona’ .

. tion for the contras from a foreign Government—a contri--

- bution clearly interided to keep the Contras in the field ;

 while U.S. did was barred. The NSC staff thereafter solicit-.

" ed other foreign Governments for military aid, facilitated
the efforts of U.S. fundraisers. to provide lethal assistande -
to the contras, and ultimately developed and directed a
private hetwork that conducted in North’s words, “a full
service covert operation” in support of the Contras. 35

'The Subcommittee members believe it is important to reinforce
the concerns laid out by the Iran-Contra Committees. Not only did
the actions of the North network undermine our government's:war
on terrorism, but they also damaged the war on drugs. Throughout
the decade of the 1980’s, the two threats which have exacted:a
tragic human toll in the lives of our citizens have been the actions
of the political terrorists and narco-terrorists. Yet, in the name of
supporting the Contras, we abandoned the responsibility our gov-
ernment has for protecting our citizens fromn all threats to their se-
curity and well-being. . , PR

Those U.8S. officials who were involved in encouraging and active-
ly pursuing the participation of private individuals and organiza-
tions in the contra supply network, muit bear the responsibility for

the illegal activities of those who responded to that call. When ac-

1987,

34 Report of th_é Gongressionalj Committees Investigating the ﬁm—Coh&a Affair, November
p. 16, : ) . '
TssThid,, 18-19. :
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countability is sacrificed in support of a cause, control over those
who exploit the situation for their own illicit ends is lost. as well.

Those U.S. officials who turned a blind eye to General Noriega,
who intervened. on behalf of General Bueso-Rosa, and who ada-
mantly opposed the investigations of foreign narcotics figures by
honest, hard-working law enforcement officials, must also bear -the
responsibility for what is happening in the streets of the United
States today. . o

As Gregorie stated so succinctly in this interview:

- If it was the communists that were taking ovér South

and Central 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 priority.96 '

_The casualty list for the continued narrow perception as to what
constitutes threats to the national security of Ehe United States has
grown quite lengthy, particularly with the Iran-Contra episode. It
includes. the people of the.-United States who are threatened on a
daily basis by narcoticsrelated violence sweeping the country.
There are few neighborhoods in the United States that are secure
from this threat. It is individuals'like Richard Gregorie, an excep-
tional”public' servant who tirelessly gave ‘of himself to protect the
citizens of ‘this ¢country, but who fihally gave up because his own
government would not allow him to win the"war on drugs. It is the
credibility of government institutions who turn’ a blind eye to do-
mestic and foreigh ‘corruption associated with the international
narcotics trade because of the preception there are higher foreign
policy priorities which demand our attention. - : '

In the end, the Contras themselves became victims of the very
network created to'support them. . = -

; CONCLUSIONS = -
NATIONAL SEcURITY Issuss

1. International drug trafficking organizations are a threat to U.S.
national security. Our government must first acknowledge the
threat and then establish a more coherent and consistent strate-

gy for dealing with it. . :

Hearings before the Subcommittee on Narcotics and Terrorism
established that the international drug cartels constitute a se rious
threat to the bational security of the United Statés and, indee)fl, to
the stability of many of our friends in the Western hemisphere. In
the United States illegal narcotics exact enormous costs in terms of
increased crime, lower economic productivity and general health
problems. In Latin America, the cartels not only creaté social. and
eonomic instability as;a result of their operations, they have also
demonstrated the capability to. undermine government institutions
through corruption and violence. ' '

The drug cartels are multinational in scope and operation-In"
many instances, such as in the case of Colombia, they use the s6v-
ereignty of foreign governiments as a shield to protect themselves

36 NBG Nightly News interview with Richard Gregorie, February 22, 1989.

-
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from law enforcement activities directéd at their operations. I 'the
past, when the United ‘States has pressed for action on such mat-
ters as the extradition of cartel leaders, the traffickers have been
able to demonstrate, through the use of corruption and violence,
that- there is a price to be paid for cooperaticn between govem-
ments on criminal and 1egal matters.

The scale of the eartels’ operations and the dmnensmns of the1r
economic, political and military power make these organizations
far more dangerous than any criminal enterprize in U.S: history.
They. have access to sophisticated weapons and .intelligence; They
have fielded their own armies and even have entered into alliances
with a variety-of revolut1onary groups and military institutions in
the hemisphere. In many respects, they have taken on the “at-
tributes of sovereign governments.

The United States government heeds-to recognize the-enormous

threat these orgdnizations pose to the vital national interest of our

country. The government should considér how to utilize more effec-
tively the various political,’economi¢ and, if need-be; éven m1].1tary
opt1ons m order to neutrahze the growmg power of the cartele

2. In the past the Umted States gauemment has ezther fazled to. ac-
+. knowledge, -or- underestimated, -the seriousness, of-the emer; ng
..threat to_national security posed by.organized drug traffickers..
"The reasons;for this failure should .be examined. by the Senate

Select . Intelfzgence Cammittee, in conjunction with the Senate’

Foreign .Relations Commtttee, to dete.rmzne what steps should
be taken. . .

The operatlons of the drug cartels in the 1980’s exceeded the

scope of all previous organized criminal behavior. The Subcommiit-
tee received testimony detailing how cartel leaders rented islands
in the Bahamas for use as transshipment points for cocaine coming
in the U.S., and how drug-related corruption within the Haitian
milit durmg recent years opened up a.nother major tra.nsﬂ: point
in the Caribbean.

The ]ud1cxal system in Colombia has been subjected to such vio-
lent assault it’s almost impossible to find a judge who will approve
imprisonment or extra.dltmn for major cariel figures. By late 1984,
the Medellin Cartel, in particular, consolidated an important rela-
tionship with General Manuel Antonio Noriega of Panama. That
relatlonsh.lp bécameé one of the most significant developments for
the cartel in @ country. whose ‘stability and security has Iong been
congidered of vital nationzl interest to the' United States.

Intelligence reporting on’ narcotics issues has been margme.l and
woefu!ly inadequate. The’ mte]llgence reports reviewéd by the Sub-

committee failed to focus on the scope of the drug crisis, the politi-
cal-and ecoriomic power of the cartels, or the threat the narcotics
trade posed to regional U.S. interests. Tt appears the operations of

the cartels too often have been viewed as an adjunct to what has -

been perceived as the more important issiie of East-West. con.ﬂlct in
the region. - -

Law enforcement officials and prosecutors durmg this period
have far too often focused only on individual casés and rarely con-
sidered the issue of narcotics trafficking in the broader context of
national security. However, there appears now to be a greatér ap-

T T IR
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preciation within the law enforcement community on this dimen-
gion of the problem’than there is within the foreign policy and na-
tional Security apparatus of our government.

- In sum, each agéncy with a responsibility for waging the war on
drugs has focused on its own tasks and set its own priorities. This
not only has' affected the ability of the federal government to wage
a coordinated strategy for dealing with the problem, but also in the:
establishment .of differing criteria by” which individual agenc1es
view the cooperation of other countries in the drug effort.

Because of the implications of this failure for American intelli-
gence as a whole, the Subcommittee urges the Select Comimittee on
Intelligence’ to review the process by which intelligence - regarding
narcotics .is brought to the aftention of government officials. The
Select Committee on Intelligénce 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 nareotics trafﬁck:mg -

FEDERAL PRIORITIES

3. The threat. posed by the cartels should be given a major priority
" inthe U.S. bilateral agenda with. a number of couniries includ-
¥ ing Panama, the Bahamas, Haiti, Colombia,’ Peri, Bolwza and

Paragudy. It should be among the miost important issues with a

- number of other countnes including Mexico and Honduras

The Subcomm1ttee hearmgs demonstrated that in some bilateral
relationships, such as the case of the Bahamas, policy priorities of
the United States, mcludmg law enforcement, were neither clearly
definéd nor regularly reviewed:"In other re]atmnslnps, gich as the
case of Panama, drug enforcement was considered but v1ewed ds
less important than other foreign policy objectives.” . )

The members of the Subcommitieé believe that narcotics-related’
isSues should be given a high priority within the State Department.
U.S. ambassadors should receive clear instructions on the u:npoi-
tance of narcotics-related issues in the countries to which they are
assigried. Theé Ambassadors should, ini turn, regularly report to the
State Depa.rtment on.the host government’s responsiveness, or lack
thereof, in dealing with this problem. The Department shofild
signal cléarly that our government places the highest priority on
diminishing s:gm_ficantly the effectiveness and power of the cartels.

‘While joint eradication efforts, such as those being undertaken in
Bolivia and Peru, are posmve signs of the willingness of other gov-
ernments to assist us in the war on. drugs, these efforts can only
promote marginal results. Eradication is essentially a war on small
farmers strugglmg 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 countries the seriousness with which
the United Stales regards the drug issue, the President should
convene a summit meeting g Latin American leaders to ratify a
coordinated strategy for - dealing with naréotics trafficking,
‘money laundering and relatéd economic problems, S

A summit meeting of the United States and our Latin neighbors
would signal that the United States considers curtailing interna-
1_:1(;2&1._ Jgarcotlcs- trafficking to be of vital national and hemispheric

Such a meeting also should be a forum for the discussion of eco-
nomic issues which must be addressed as an essentisl componént of

any golution to putting the cartels out of business. U.S, econroinic -
assistance to the region is dwarfed by the amount of money: the -

drug cartels can bring to bear in influencing the region’s polities
and_ economies. The United States, must accept. this reality -and
b_eg,m to_assist creatively in developing long-term economic solu-
tions” for Latin America. A meaningful debt relief program. for
many Latin countries is an obvious first step. S
_ CovErT AcTIviTY Issues o
&: The war in Central America contribuied to weakening an. already
. inadequate law enforcement- capability’ which wags exploited
. easily by a variety of mercenaries, pilots .and cartel members in-
volved in.drug smuggling. In several.cases, drug smugglers were
hired by Contra organizations to move Contra supplies. In addi-
- tion, individual contras accepted weapons, money and equip-
-ment from drug-smugglers " - e T T
. The Subcommittee did not find evidence that the Cortra leader-
ship participated directly in'narcotics smuggling in support of thejr
war against the Sahdinistas, although the largest Contra organiza-
~tion, the FDN, did move Contra funds throiigh :a narcotics traffick-
ing enterprise and 1noney laundéring, opération, There was,’ more-
over, substantial évidence of drug smuggling through the war zones
on'the part of individual Contras, pilots. who flew supplies, merce-
naries who worked for the Contras, and Contra supporters through-
out the region. v L : I
. There is also evidence on the record that U.S. offi cials involved,
in assisting the Contras knew that drug smugglers were exploiting
the clanidestine infrastructure establishéd to support the war and
that Contras were receiving assistance derived from-drug “traffick-"
ing. Instead’ of reporting these individuals t6 the appropriate law
enforcement agencies, it appears that some officials may have
turned-a blind eye to these activities. s o

b. T?iei_'e are serious guestions as to twhether or not US oﬁ‘ic;ials in-

volved in Central America failed to address the drug issue for.

- . fear.of jeopardizing the war effort against Nicaragua.. ,
The Subcomrmittee received testimony from a number of individ--
vals 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 in
. i
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Panhama. The Barry Seal sting operation directed at officials of the
Sandinista government in Managua was prematurely announced
publicly by U.S. government officials, shortly before a crucial Con-
gressional vote on Contra aid, thereby jeopardizing an ongoing
DEA investigation. :

. There are also serious allegations surrounding the case of Gener-
al Bueso-Rosa, a former Honduran military officer involved in an
assasination plot funded by money from the sale of cocaine in the
U.S., against President Suazo Cordoba. A number of U.S. govern-
ment officials intervened in the case of Bueso-Rosa, who ultimately
received a light sentenceé in a minimum security facility for his role
in this episode. Lo ,

The Subcommittee urges both the Senate Seléct Committee on

Intelligence and the Sendte Judiciary Commitiees to investizate

these episodes to determiné if they had a deleterious.éffect on the

war on drugs. .

7. The Subcommittee testimony of Frank Camper raises questions as
to what various military intelligence units knew about illegal
activities. The testimony also raises questions as to whether or
not military intelligence was involved in improper domestic op-
erations. The Senate Select Commitiee on Intelligenée should

- review the testimony and consider whether remedial legislation

may be necessary

Frank Camper testified that he had. reported violations of the
Neutrality Act to U.S. military Intelligence agents. There is a ques-
tion as to whether or not these reports were forwarded to appropri-
ate law enforcement agencies. Camper also testified to a number of
unauthorized operations which were developed at his “Recondo”
mercenary training camp.in Dolomite Alabama. He maintained
these operations were reported.to military Intelligence, which al-
legedly did not interfere with their implementation.

The Subcommittee found it difficult to assess the Camper testi-
mony. Neverthieless, in light of the serious questions raised by his
statements, the Subcommitiee believes the Senate Select Commit-
tee on’ Intelligence should investigate how the Camper case was
handled and whether actions of Military Intelligence were appro-
priate. . , . _

Law ENFORCEMENT Issurs {

8. A primary focus.of the U.S. drug effort must be on the major nar-
cotics trafficking organizations located in foreign havens. Law -
enforcement efforts conecentrated on the pusher in the streets,
the distributor in the U.S., and interdiction at our border have
failed to stem the flow of drugs pouring into this country

In recent years, the public has witnessed announcements by fed-.
eral, state and local authorities of record drug seizures and arrests
of major distribution organizations in the United States. Yet, more
cocaine than ever before is flooding our streets as evidenced by the
continued decline in the price per kilo and the frightening increase
in drug-related violence in the U.S. L= :
: The current strategy is failing to stem the narcotics tidé because
law enforcement authorities are focused on the least vulnerable
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level of the cartels’ operations: the pushers and the distributors.
When drug salesmen and distributors are arrested, they are re-
placed immediately without serious disruption to the overall oper-
" ations of the ¢artels 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 drag
cartels comfortable foreign havens where they are protected by pri-
vate armies and corrupt government officials. . e

Senate advise and consent to the ratification of a rnumber of
mutual legal assistance treaties would not conly 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-
dition and money-laundering, where the cartels are most vulnera-
bie. ' o ' 4

In addition, pursuant to the Omnibus Drug Act of 1986, the Con-
gress providedp the Administration with a range of sanctions to
apply to.foreign governments which harbor drug traffickers; export
narcotics or facilitate the laundering of drug money. However, the
Congress did not clearly draft language which creates standards by
which the Administration can measure the “full cooperation” of
other countries. The result has been that the Administration has
consistently argued against -decertification for such countries as
Mexico and the Bahamas. i g

While sanctions pursuant to the certification process will not’end
foreign official corruption, they would send a strong signal of 11.S.
conicern and seriousness. Members of the Subcommittee urge sthe
Foreign Relations Committee to again review the certification proc-
ess and to work with thé Executive branch to develop clearer
standards and more coherent definition of “full cooperation.”

9. The President should deny Customs preclearance for any. country
identified as o narcotics source or transit country by the U.S.
Department of State in its ennual Infernationcl Narcotics Con-
trol Strategy Report which does not “fully cooperate” with the
U.8. in anti-drug efforts '

In the Bahamas, Canada, and Bermuda, the United States pro-
vides “preclearance” to foreign visitors::In addition, 2 number of
Caribbean .nations are currently asking the -U.S. to. be-considered
for . preclearance. Under pre-clearance, persons -entering the
United States are checked by Customs in the foreign country,
rather tharn when they land in the United States. 1 -

Some foreign nations, especially in Latin America and the Carib-
bean, prefer preclearance because it facilitates tourism and the
movement of people to and from the United States generally. The
Immigration and Naturalization Seérvice also prefers pre-clearance,
principally because it allows INS to exclude persons without a
valid right of entry before they arrive in the United States. '

By contrast, the Customs Service has expressed concerns about
pre-clearance, because if any contraband is found it remains in the

Have been brib
‘bribed 16 find 6ut the disposition of ships and aircraft; law enforce-
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foreign coilintry and the person who is carrymg it is handled by its

law enforcement system rather than thi ‘
Pl dreed 1L system rather than that of the United St -
example, the Subcommitiee received testimony that dutgs aciosa o

the Bahamag by Custoris officials of that count wer 3 ;
128 by Custoriis offic of t} in e la -
other qar_cot_:sqs‘_.s;qugglgzzs. Accordirigly, the Su'll;%ommitfé?%g%lgvzg
that the overall U.S. policy of pre-clearance needs to be re-evaluat-
ed in major drug-transit countries with & substantial record of offi-
cial corruption or’a law enforcement system that has proven inad-
equate t6'combat harcotics trafficking in the United States, .
. The Unlted- States should consider ending Customs pre-clearance
“in the _Baham_as to: force thatgovernment .to reconsi its a
proach a.ndaattl'tude"'tbwéi'dfnarco’cics-trafﬁc}ti.ng. - dex, its ap-
10."The existing distrust and comipetition betu for:
7 ? petition between law enforcem
. agencles working on the drug problem and agencies w];}-kinge?rf
- the nationdl securily ‘aréna must be resolved. Weys must be
o founc_i to make'it possible for law eénforcement agencies 16 have
-access to, national security intelligence informdtion - '
. In‘testimony béfore the Subcommiittee, it was apparent
;members of both.the law enforcément and the iﬁtelli’g%%%??gmﬁif
raties regard each other with suspicion, if not outright distrust.
. The intelligence community is legitimately éoncerned that ‘the
informatior it provides to law enforcement agencies, particularly

.sources and rmethods, could he eventually be disclésed in court. pro-

ceedings. The piimary concern of theé intéllicence nity i
thereforg, -fo "Protect its sources and methodslgfhn?at(i?;nriﬁ; n]ﬁgeﬁ?f
gence which could he critical to successful prosecutions. o
 Itis Jncunibenit dpon the, executive branch of the governinent to
evise a mechanism wheréby a useful jntelligence product c¢an
assist law enforcement efforts in the war on drugs. A workable

.System for protecting classified information particularly as it re-

1ates to sources and methods in the criminal justic i i
es t ¢es and methods in the L justice setting miist
Ic_lev_,elgped; fll_‘lwus!;ssu.e should receive the serious aﬁbenti(g)’nn?gt? t]:t:g
Select Cominittee ofi Inteligence and the Judiciary Committee, as
well at by the new National Director of Drug Policy. . = =
11. US. law_enforcement agencies should devote more_atiention o
counter-intelligence to prevent drug dealers and organizations
from penetrating their aperations .. . _ o
, The Subcommittee received extensive testimony .detailing the
manner in which the cartels have penetrated U.S. law enforeement

,operatioris_at home and abtoad. Janitorial and clerical workers -

ed for access to files; low level officials ‘have. been

ment radio frequercies have been monitored and police and federal

agents have been placed under surveillance.

The narcotics trafficking organizations leave nothin if g to cha.n: ce.r -

They have hired former law enforcement officials, ineludin Lic
Investigators, former federal agents and former prOSeélitg;:s? %v'llfg
now work as private detectives or private lawyers for the carfels.

Not onily does this give the cartels access to the identity of inform--

ants, but also access to significant intellizence on the law '
ment assets directed at their operations. sence ; o law enforce-

R
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ith any threat to the security of the United States, the war
fagg:snsvﬁcr‘lthe dls'rug cartels must rely heavly on the use of intelligence
and counter-intelligence. Intelligence 'ga,t_:l_lern}g_:a:_r:d- investigative
‘efforts that are comipromised éasily, places our law enforcement

agenciés in a virtnally unwirnable situation i ‘this war, .
One of ‘the first taiks of the new National Director of Drug policy
should be to take the steps necessary to remedy this situation. A
strong . counter-intelligence * capability “must be"_ developed as5.a
‘means of reversing the sérious ‘compromise of our law enforcement

efforts. : ) T h IA
2. Individuals who represent.ther.'.rselves:as'war{kzng forthe CIA or
2 othr:er‘ national security agencies of the United Sta?es Govem-_
ment, and who in fact do not, should be promptlympposecut.ed to

the full extent of the law - _ T -

isrepresenting oneself as a U.S. government official is normally
'nolzizrsofs%aered tu%rbe a major crime. However, during the eourse 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 eitlier on.the behalf of, or sanctioned

e U'S. government. =~ -~ L e
byb?'l‘::ﬁUtieggumber—bf individuals ‘involved in Central America
who. were by turns, engaged in activities which were legal, illegal,

official or unofficial, the proposition that some criminal beliavior -

Was ially satictioned is not surprising. ¥t is evident that many
Yn?islv?g%a; %osﬁdvantage particularly of the 'qufra effort f?l.f, per-
‘sonal gain, while representing that they were eltlze'r\_wg‘rkgng, di-
rectly for the U.S. government or undertaking activities ‘with-the
al of officials ih Washington. *~ - .
ap%c;y Sucl)jcommittee- recommends that the Judiciary Committee

‘develop legislation to provide civil and.criminal penalties rélating: -

ch misre resentationa'Pr'osef{utions ‘of individuals who 80 mis-
:g;;(;ent thezl;selves could serve as a deterrent to others who may
unwittingly become involved in illegal activities they think are o6ffj-
cially sanctioned by our government. -
N 4 o i l
‘ tate Department should make a special effort to contro
1 ihjltfp(lle entgza visas from countries which are major transit
countries or which harbor drug traffickers

Witnesses told the Subcommittee thiat one of the Ii;ost effective -

ys £0 trolling drug traffickers is to deny-their aecess to mul-
?irgir:' :gizgo%isas -ingto th% United States. There is' not a’ leg;}t;mkl_a;ii:e
réason for the United States to allow anyone suspectgd-‘ofh_wor - Egl
with drug organizations to enter and exit freely from the UnIEI ec
‘States. An éxample cited in the testimony is Lionel quley, a Hai-
tian national who allegedly controls the Tonton Macoutes organiza-
tion in Miami and who is viewed as a major player in the Hz_a._ltlan

1 ine distribution network in southern Florida. ] L
co%‘ﬁesgﬁg Department should, therefore, reexamine the 1ei.sugrnce
of visas to foreign nationals with suspectéd connections to t_hek tﬂg
trade and, in cooperation with the Départment of Justice, seek :
deportation of such ihdividuals. ) o
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14 The Federal Aviation Administration should undertake a major
- éffort to inspect the hundreds of substandard aircraft, -m&@-of‘
© Which are used for smuggling illegal narcotics, which dgre logat
“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 N 22VX, crashed a

-month after it was discussed in the hearings, killing the pilot and
crew. :

The members of the Subcommittee believe that if the FAA close-
ly inspected these aging cargo planes each time they appeared at
the ramp of a U.S. airport, many would be removed frorn service
permanently. Such an inspection program would make it more dif-

Ticult for the smugglers to use légitimate air fields and airports in
this country. o '

-15. The use of eriminals in undercover operations should be limited

' to intelligence.gathering for criminal investigations. Otherwise,
our government risks allowing criminals to continye profiting
from their illegal activities on o 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.

Vhile law enforcement agencies are able, in large part, to con-
~trol .informants, -national security agencies have a more- difficult
task because of the need to protect an entire-operation.— '

The Subcommittee encountered deliberate efforts by criminals to
cover their illegal activity through their association with law en-
forcement ahd government undercover activity. When an individ-

criminal acts, the CIA defense is ofteén raised. Alccording to prosecu-
tors, the defense has bscome especially commeénplace in south Flor-
ida and is frequently successfitl. However, the Subcomimittee 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 criminal enter-
‘prises should not receive federal contracts, either by inadver-
tance or design. Such contracts can be used by drug traffickers
or other criminals both as a means of supporting and. legitimiz-
ing criminal activity . - -

" The Subcoimittee found that the State Department - contracted

with four companies controlled 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 companies on its own
behalf, after the company had. been identified by the F.B.I as the
headquarters 6f a major narcotics eonspiracy. In each case; federal
law eriforcement agencies had information from more than one
source that the companies weré signifi¢antly involved in narcotics
trafficking. ' : ' ¢
. . The payment of funds by the State Department to-drug,traffick-
ers, while they were under investigation by law enforcement or al-
ready indicted, is compelling evidence of our government’s failure
to coordinate the war on'drugs. - . . - - o

The Subcommittee believes that the State Department should in-

stitute procedures to ensure that all. of its contracts aré reviewed
- by federal law enforcement agencies to insiire thait public funds are
not given to drug traffickers for State Department contracts in the
future. :
_ MoNEY LAUNDERING ISSUES ,

17. The Treasury Department should begin negotiations on’ gather
’ .ing deposit information on large foreign’ U.S. dollar.deposits, as
authorized by the 1988 Omnibus Drug Bill , T

The ability to launder large quantities of U.S. curfency is. essen--

" tial*to the success of the major narcotics smuggling organizations.
The Subcommittee believes that tracking the drug mohey and ag-
gressive steps to prevent the miovément of large amounts of cash
are the most effective and efficient ways to damage the cartels. To
operate on 2 global scale, the Colombian cartels rely on banks will-
ing to accept large deposits of U.S. currency while maintaining the
anonymity of such transactions. = - - . . :

The 1988 Omnibus Drug Bill calls for negotiations with foreign
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 seriously
these negotiations. : . , - , .

18. The United States must take the lead in promoting internation-
al anti-money laundering regimés and regilations o

Money laundering is 4 global problem of enormous dimensions.
However, few of our allies have.laws which make moeney launder-
ing a crime. S oy S
-_Just ag the United States has taken the lead in the development
of international organizations such as GATT to govern .trade, and
World Administrative Telephone and Telegraph Conference
(WATC) and Intelsat in telecommunications, the Subcommittee be-
lieves that United States must persist in- pressing for international
money laundering control laws. Late last year, the United-States
became a’signatory to the Vienna :Convention, which eliriinates
bank . secrecy as grounds for refusing-requests for inforination
about financial transactions related to narcotics activity. The Con-

vention obligated parties to take measures making money launder-

ing. a criminal offense, and to enact laws for the identification,
tracing, seizing and forfeiture of proceeds of narcotics trafficking
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and money laundering. In addition, the U.S. supported the adop-
tion of the Basle Committee’s statement of 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 1a’3;1,nderers. I .

PERSONNEL ISSUES

19. Narcotics law enforcement often takes a back seat-to other diplo-
matic and national security priorities. This is due, in part, be
cause’the relevant agencies have little regard for the people
.working on the drug problem : SRR

Foreign service and career officers in the intelligence. community
have told the Subcommittge that working on’drug issues can be
detrimental to even the most promising of careers. In fact, young
Foreign ‘Service * Officers are told by their career advisors that
working on as few as two:drug assignments can lead to exclusion
from consideration for promotion. S ,

One reason that some government officials may not take the
drug issue as seriously as other issues, is that those-with the skills
and qualifications are not rewarded over the course of a career.
This attitude within the personnel system must change’in order to
attract motivated and competént people into the narcotics policy
area. Only then will the narcotics issue receive the attention it de-
serves within the various government agencies. o '

20. To encourage the most. talented and-experienced Dersonnel to
remain on the job the Federal government must raise the sala-
ries of senior prosecutors and investigators and create special
senior positions : T

The present federal pay scales make it almost impossible for the
government to keep its best senior prosecutors. Private practice _op-
portunities offer three times the federal salary and benéfits. Pri-
vate sector working conditions, including clerical and research sup-
port, and benefits, are generally far hetter. Obviously, the federal
government cannot meet the private sector pay scale. The gap in

salaries, however, has' grown far too wide t6 permit top people from_

seriously considering a government career.

Similarly, law enforcement agenices encourage early retirement
for skilled investigators who do not move into senior management
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 Commitiee -should consider prohibiting
anyone who has held a policy position on the narcotics issue for
 the U.S. government from working as a registered agent or lob:
byist on that issue for a foreign government _ : -
~ Foreign governments, su¢h as the Bahamas, bave sought to im-
prove their image in the United States and to prevent U.S. action
against them for their failure to address narcotics issues. A
number of foreign governments have hired former officials who.
have had responsibility for drug issues in the U.S. legislative or ex-
ecutive branches, The Subcommittee’ learned of situations where
these former. officials represented their elienfs on drug issues in
meetings with current U.S,. government ofﬁcia_ls. R :

If the drug issue is taken seriously as a national security matter,
the people who worked on the issue inside the American govern-
ment, and know our law enforcement strategies, should not be able
to markét that knowledge to governments that are working direct-
ly with drug traffickers. . . .

'NEUTRALITY Act:

23. Private citizens should not be permitted to mount expeditions

from the United States aganist -foreign governments withoyt

© formal U.S. government approval in advance and prompt notice
to law enforceinent - - E ' ‘

As presently worded, a violation of the Neutrality Act is 4_19‘fi.ned

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 regafding the Contras, in some

cases while engaging in non-approved crimimal activity. The result
was a situation in which it became increasingly difficult for. varidus
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 have had djffipulj:y prov-
ing that free-lance activities by American citizens, including gun
running; were in violation of the law. o o

The Subcommittee believes that private mercenzry action must
be subject to effective prosecution. A mechanism needs to be estab-
lished to ensure that law enforcement and other relevant,g(_)verp‘\—
mental entities, including the Congress, can promptly dete_rpnme in
fact whether or not ostensibly “private” military expedition has
been authorized by the United States.- ' e

"The Chairman of the Subcommittee intends to file legislation ad-
dressing a number of these concerns as a companion to this Report.

E
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APPENDIX: NARCOTICS AND THE NORTH NOTEBOOKS
SUMMARY ’

Among the voluminous testimony and documents received by the Iran/Contra
Commitlee was a significant amount of material relevant to matters under investi-
gaticn by the Subcommittes on Narcotics, Terrorism and International Qperations.

In early 1987, the Subcorhmittee Chairman, Senator John F, Kerry and Senator
Daniel K. Inouye, the chairman 6fthe Senate Select Committes on Secret Military
Assistance to Iran and the Nicaraguan Opposition, worked out an agreement under
which the staff assigried to the Subcommittee would receive the necessary special
security tlearances to study all of the documents to which the Iran/Contra commit-
fees had'access. - ’ )

In November and December 1987, the cléared Commmittee staff read thousands of

pages of Iran/Contra Committee matéfial, 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 a number 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 beep deleted from the material provided to the Committee.
" Upon reviewing the matier with staff of the Iran/Contra Committees, the Sub
committee learned that neither the Iran/Contr