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"REPORT
together with

ADDITIONAL VIEWS

The Select Committee on Intelligence, to which was referred the
nomination of Robert M. Gates, of Virginia, to be the Director of
Central Intelligence, having considered the same, reports favorably
'tShereon and recommends that the nomination be confirmed by the

enate.

BACKGROUND OF THE COMMITTEE'S CONSIDERATION

The nomination of Robert M. Gates to be Director of Central In-
telligence was received by the Senate on June 24, 1991, and re-
ferred to the Select Committee on Intelligence the same day.

The Committee requested that the nominee provide answers to
its standard questionnaire, and these were provided. The Commit-
tee also received the nominee’s financial disclosure statement from
the Director of the Office of Government Ethics, who advised the
Committee that the nominee appeared to be in compliance with ap-
plicable laws and regulations governing conflicts of interest.

In addition to these inquiries, the Committee requested that the
nominee provide sworn answers to a series of questions related to
his involvement in, and knowledge of, the so-called Iran-contra
affair. These were provided by the nominee on June 28, 1991.

Hearings on the nomination, which had been tentatively sched-
uled for midJuly, were delayed due to new information which
emerged in July as a result of a former CIA official, Alan D. Fiers,
Jr., pleading guilty to two misdemeanors involving the withholding
of information from Corgress. At the same time he acknowledged
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greater knowledge in CIA of the Iran-contra affair than had previ-
ously been known. In order to determine whether the nominee had
knowledge of the information disclosed by Mr. Fiers in his plea
agreement, the Committee voted on July 16, 1991, to seek an im-
munity order for Mr. Fiers from the U.S. District Court for the Dis-
' ?35% of Columbia. This order was issued by the court on August 2,

The Committee began hearings on the nomination on September
16, 1991, with the nominee appearing as the sole witness. Question-
il?)%l(,f "the riominee continued through the day of September 17,

On September 19, 1991, the Committee heard testimony from
three private witnesses largely relating to the nominee’s role in,
and knowledge of, the Iran-contra affair. These witnesses included
Mr. Fiers (see above); John McMahon, Deputy DCI from 1982 until
1986; and Tom Polgar, a former CIA official who also was on the
staff of the Senate Iran-contra investigating committee.

The Committee recessed the hearings until September 24, 1991,
when it heard testimony from Charles E. Allen, a senior CIA ana-
lyst, and Richard J. Kerr, currently the Acting DCI who was
Deputy Director for Intelligence during most of the period at issue.
This was followed by two closed sessions on September 25, the first
involving allegations of improprieties with respect to the sharing of
intelligence with Iraq during the mid-1980’s; the second involving
allegations that the nominee had engaged in actions to shape or
distort intelligence estimates. At ‘the conclusion of this latter ses-

_sion, the Committee decided that the testimony on this issue should
be held in public session. . :

.Accordingly, on October 1, the Committee resumed public hear-
ings to consider allegations that the nominee had “politicized” the
intelligence process while serving as Deputy Director for Intelli-
gence. The Committee heard testimony from former CIA analysts
Mel Goodman, Graham Fuller, and Harold Ford, and from CIA an-
"alyst Lawrence Gershwin. :

On October 2, 1991, the Committee resumed its consideration o
this issue, hearing testimony from former CIA analyst Jennifer
Glaudemans and CIA analyst Douglas MacEachin. At the conclu-
sion of their statements, a panel, consisting of all the analysts who
had testified, was convened to respond to the questions of the Com-
mittee.

On October 3, 1991, the nominee returned to testify in public ses-
sion. His public testimony continued during the morning of Octo-
ber 4, and closed hearings with the nominee were held in the after-
noon. With this, the hearing on the nomination concluded.

On October 18, 1991, the Committee reconvened in open session
to vote on the nomination. By an 11-4 vote, the Committee voted to
recommend the nomination be favorably reported to the Senate.

By any standard, the consideration of this nomination was the
most thorough and comprehensive of any nomination ever received
by the Committee. Thousands of documents were reviewed; hun-
dreds of witnesses were interviewed. The nominee testified for four
full days in open and closed session, responding to almost 900 ques-
tions. Written responses were submitted to almost 100 additional
questions. ’ ' v
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The Committee also attempted to carry out its inquiry in a fair,
bipartisan manner. Decisions on witnesses, hearing plans, docu-
ment requests, and other matters, were arrived at jointly by the
majority and minority. Efforts were made to elicit testimony and
documents which fairly portrayed both sides of particular issues.

BACKGROUND OF THE NOMINEE

The nominee, Robert Michael Gates, is 48, a native of Kansas,
and now lives in Virginia. He is married with two children.

He graduated with honors from the College of William and Mary
in 1965, received a Masters degree from Indiana University in
1966; and a PH.D. from Georgetown University in 1974.

He joined CIA in 1966 as an analyst. From 1971 to 1973, he
served as a staff member and intelligence advisor to the U.S. SALT
Delegation. From 1974 until 1976, he was detailed to the National
Security Council (NSC) staff. In 1977, he was reassigned to the NSC
staff where he was Special Assistant to the National Security Advi-
sor, Dr. Brzezinski. In 1979, he returned to CIA where he was made
Executive Assistant to the DCI in February, 1980, and was given
additional senior level assignments. In 1982, he was named Deputy
Director for Intelligence, responsible for CIA analysis and produc-
tion. He held this position until April, 1986, when he was nominat-
ed and confirmed as Deputy Director of Central Intelligence. He re-
mained in this position until January, 1989 when he was named
Deputy Assistant to the President for National Security Affairs,
where he has served until the present time. ’

Issues CONSIDERED BY THE COMMITTEE

~ To assess the fitness of the nominee to serve as Director of Cen-
tral Intelligence, the Committee considered a number of issues.

(1) The first was Mr. Gates’ involvement in, and knowledge of,
the so-called Iran-contra affair. Mr. Gates was Deputy Director for
Intelligence when the arms sales to Iran began, and became DDCI
in April, 1986, serving in this capacity until the Iran-contra affair
was disclosed to the public.

In considering this area, the Committee reviewed the entire
record of the congressional Iran-contra investigation, as well as the
criminal trials growing out of the Iran-contra affair. This included
a review of all of the nominee’s previous testimony on this subject
(five previous occasions), as well as a review of all of the testimony
by other witnesses who had mentioned the nominee. This record
was supplemented by obtaining interviews and, in some cases,
sworn statements from such witnesses in order to fill gaps or clari-
fy ambiguities in their previous testimony.

When the Fiers plea agreement was announced in July, 1991, the
Committee made a further intensive effort to obtain documentation
and interview witnesses to ascertain whether the nominee may
have had knowledge of the events alleged by Mr. Fiers. Approxi-
mately 20 witnesses were interviewed, and several thousand pages
of documents were examined in this process.

The principal issues posed for the Committee in this area were:

a. when did the nominee first learn of the “diversion” and
what actions, if any, did he take as a result?”’
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b. what was his role in the initiation and execution of the
Iran arms sales, and what did he do to.stop them or ensure
that Congress was informed?”’

c. was the nominee aware of the alleged efforts of some CIA
officials to limit congressional testimony after the Hasenfus
flight to protect the White House?

d. did the nominee participate in a deliberate effort to with-
hold or mislead the Committee in the preparation of Director
Casey’s testimony for November 21, 1986, when he first testi-
fied to Congress on the Iran arms sales?

e. was the nominee aware in 1986 of the NSC'’s staff’s control
.of a private lethal resupply operation for the Nicaraguan Re-
sistance at a time when the legality of such assistance was
questionable, and such assistance clearly violated the intent of
the Congress?

(2) The second area considered by the Committee was whether
the nominee, either as Deputy Director for Intelligence or as
Deputy DCI, had participated in efforts to slant or distort intelli-
gence analysis to conform to some preconceived political agenda or
position.

The Committee received allegations in this regard from several
former CIA analysts. Interviews with these analysts led to addi-
tional interviews with other present and former CIA analysts, as
well as a review of the documentation involved with each of the
estimates or analyses where “slanting” or distortion had been al-
leged. Interviews were done with approximately 80 analysts in this
segment of the Committee’s inquiry, and several hundred docu-
ments were reviewed.

The Committee also received testimony and sworn statements
from a number of current and former analysts regarding these alle-
gations.

The issues for the Committee were:

a. Did the nominee direct that estimates or analyses be al-
tered to support a political point of view not supported by the
available intelligence?

b. Did the nominee withhold or manipulate the dissemina-
tion of estimates or analysis so as to reduce their impact on
the policy process?

¢. Did the nominee, through managerial intimidation, stifle
-the presentation of analytical views that did not conform to his
own political positions?

(3) Grouped into a third area examined by the Committee were a
variety of allegations that were made in the media, or which were
made directly to this Committee or to other congressional commit-
tees, involving the nominee’s knowledge or participation in activi-
1;ides that would have been illegal or improper if true. These includ-

the nominee’s role in the provision of intelligence to Iraq
during the Iran-Iraq war in the mid-1980s;

the nominee’s knowledge of and involvement in the use of
intelligence reporting concerning contacts between Members of
Congress and the Sandinista regime in Nicaragua; .
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whether CIA may have slanted or withheld information from
Congress pertaining to U.S. knowledge of the Pakistan nuclear
program,

allegations that the nominee was involved in the so-called
“October 1980 surprise’’;

an allegation that the nominee was involved in 1llegal arms
sales to Iraq; and

an allegation that the nominee was involved in withholding
intelligence on BCCI from pertinent law enforcement agencies.

The Committee looked into these and every other allegation
which came to its attention. In some cases, where the ability to
conduct an investigation of the allegation exceeded the capability
of the Committee, the Committee requested that the allegations be
pursued by the Federal Bureau of Investigation as part of the
nominee’s background investigation. The Committee received re-
ports from the FBI on each of the allegations for which its assist-
ance was requested. In some cases, the Committee also requested
assistance from the Office of the Inspector General at CIA to ascer-
tain whether the nominee had been involved in allegedly illegal or
improper acts. Reports were received by the Inspector General in
each of the areas where assistance was sought.

In each case, the issue for the Committee was whether there was
any evidence that the nominee may have been involved in acts
which were illegal or improper (i.e. violating Executive branch or
CIA policy.)

(4) The fourth area examined by the Committee focused upon the
nominee’s views with respect to the proper role of the DCI, and his
vision of the future. In this regard, the Committee reviewed all of
the articles and public statements of the nominee since 1980. The
Committee also focused attention upon this area at the public hear-
ings. Of particular concern were:

a. the relationship of the DCI to the President and the policy
process;

b. the relationship of the DCI to the Congress and the con-
gressional oversight process;

c. the public role of the DCI;

d. the nominee’s views on reordering the priorities of the In-
tel(lligence Community to cope with a rapidly changing world;
an

e. the nominee’s view with regard to improving performance
of the Intelligence Community in the future.

The results of the Committee’s inquiry into each of these four
areas are discussed in detail in the remainder of the report.

Part 1: The Nominee’s Involvement in, and Knowledge of, the Iran-
Contra Affair

Part 1 is divided into four separate subdivisions:

The first deals with the nominee’s knowledge of the “diver-
sion,” i.e. the use of proceeds from the sale of arms to Iran to
support the Nicaraguan Resistance in 1986, and the actions he
took when he learned of such a diversion.
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The second deals with the nominee’s knowledge of, and in-
volvement in, the Iran arms sales operation prior to October 1,
1986.

The third section deals with the nominee’s preparation of
the initial testimony of Director Casey regarding the Iran arms
sales on November 21, 1986.

The fourth section deals with the nominee’s knowledge of
the activities of the NSC staff in providing assistance to the
Nicaraguan Resistance that may have been illegal.

Each of these sections summarizes what the Committee has
learned based upon its review of the record of Iran-contra, its in-
quiry into the allegations of Alan D. Fiers, Jr., and the confirma-
tion hearings themselves.

I. CHARLES ALLEN AND THE DIVERSION
(a) Allen Briefing for Gates on 1 October 1986

(1) Allen-Cave Background

"Charles Allen, the National Intelligence Officer for Counterter-
rorism, became involved with the Iran initiative when LTC Oliver
North asked him in September 1985 to task and monitor U.S. intel-
ligence collection on the parties engaged in the negotiations and
arms transfers. By mid-1986, Allen and a retired CIA operations of--
ficer on contract to the Agency, George Cave, had become the prin-
cipal CIA personnel assigned to support the NSC staff operation
under the Presidential Finding of 17 January. Allen and Cave
maintained contacts with North, the intermediaries, and the Irani-
ans. In addition to monitoring intelligence reports, Allen had per-
sonal meetings and telephone conversations with the intermediary
Ghorbanifar and the Israeli officials, Aviram Nir, who played key
roles in the operations. George Cave, who used Allen’s office to
work on the Iran initiative, kept in telephone contact with the Ira-
nians whom he had met when he accompanied North and Robert
McFarlane to Tehran in May 1986. S

Ghorbanifar mentioned the diversion idea to Allen and Cave in
the early part of 1986. Allen’s notes record that Ghorbanifar told
him money could be generated from the arms sales to support the
contras and other activities. An undated memo, which Cave recalls
writing in Mach 1986, reported a meeting where Ghorbanifar writ-
ing in March 1986, reported a meeting where Ghorbanifar “pro-
posed that we use profits from these deals and others to fund [de-
leted] We could do the same with Nicaragua.” (Allen IC Exhibit 40)
Allen says he saw Cave’s memo, but Allen and Cave testify. that
they had forgotten Ghorbanifar’s remarks by the summer of 1986.
(Allen IC Dep, p. 643) Gates says he did not learn of this memoran-
dum or Ghorbanifar’s proposal in his nieetings with Allen or at
any other time before 25 November 1986. (6/28/91 Response)

During the summer of 1986, Allen and Cave became concerned
about financial aspects of the Iran initiative and about North’s
desire to shift from Ghorbanifar’s negotiating channel to.a new,
untested channel into Iran offered by Richard Secord and Albert
Hakim. Allen already knew in late June and early July, from
-highly compartmented intelligence reports, that the Iranians believed
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they were being grossly overcharged. The Iranians in the first
channel complained to Cave about the high prices they were asked
to pay for the U.S. arms, which were listed in an Iranian copy of a
DoD price list at much lower cost. North told Cave to defend the
high prices as legitimate and later proposed manufacturing a false
price list that would inflate the cost. Allen testified that when
North made this proposal, Allen “knew something was amiss” and
was “bothered . . . very deeply.” (Allen IC Dep, p. 675) Allen also
said he concluded “that the NSC was charging an exorbitant price
for these weapons and spare parts.” (Allen, 9/24/91, morning, p. )

By this point, Allen had concluded “the National Security Coun-
cil staff had sort of lost its perspective on this initiative . . . it had
lost its strategic direction. It was reacting in a very tactical way
. . . trying to stay ahead of the looming avalanche.” (Allen, 9/24/
91, morning, p. 124)

In this same period, Allen received a “frantic” phone call from
Ghorbanifar who complained about the exorbitant prices the NSC
was charging. Allen says he learned for the first time in this call
that Ghorbanifar was claiming to have been charged $15 million
dollars for arms which CIA obtained from DoD for no more than
$6.7 million. (Allen IC Dep, pp. 689-691)

In a recent response to Committee questions, Allen recalls his
views on the veracity of Ghorbanifar’s claims:

At the time I believed that Mr. Ghorbanifar was gener-
ally telling the truth about the cost of the Hawk missile
spare parts. Even though he was not noted for his veracity,
Mr. Ghorbanifar was being charged for the parts by Amer-
ican intermediaries; he was equally precise in providing
data on the commission that he was charging the Iranian
Government. The data he provided was generally consist-
ent with intelligence information that I was seeing on the
financial arrangements involving the shipment of Hawk
spare parts. [The first channel], moreover, in the Iranian
Prime Minister’s Office had made it clear to Mr. Ghorbani-
far that he had a reasonably good understanding of the
cost of these spare parts. After years of buying weapon sys-
tems abroad, the Iranians knew how to procure arms and
what to pay for them. Moreover, [the first channel]
claimed that he had a microfiche containing the specific
costs of the individual missile parts, a factor that I found
rather convincing. (To prove his point, [the first channel]
later sent the microfiche to Mr. Ghorbanifar, who in turn
transmitted it to the U.S. parties involved; it was genuine.)

Mr. Nir, in telephone calls in August 1986, strongly rein-
forced Mr. Ghorbanifar’'s statements on the pricing.- He - -
stated that he could not understand why the costs were so
extraordinarily high. Lt. Col. North’s instructions to

“convey to Mr. Ghorbanifar and Mr. Nir stories that the
costs were high because production lines had to be restart-
ed, that spare parts had to be repurchased from countries
which had acquired the Hawk air defense system, etc,
seemed implausible; these obviously fabricated stories fur-
ther raised suspicions in my mind that the pricing prob-
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lem might rest with the U.S. parties involved rather than
the Iranian middleman or Iranians in Tehran. (Allen re-
sponse to SSCI questions, 7/8/91)

(2) Allen-Kerr Meeting

Allen recalls discussing his concern “about the third week in
. August” with Richard Kerr, then CIA _Deputy Director for Intelli-
gence (DDI):

I met with Mr. Kerr at my initiative about mid-August
1986 to brief him on the NSC-directed initiative, to express
to him my alarm over the project’s lack of operational se-
curity, and to inform him of my belief that profits ob-
tained from the arms sales to Iran were being diverted to
support Contra forces in Nicaragua. Mr. John Helgeron,
the Associate Deputy Director of Intelligence, was the only
.other individual present: he attended at the invitation of
Mr. Kerr.

I stressed to Mr. Kerr the project’s lack of operational
security and pointed out that no arrangements were being
made to shut down effectively the first channel—the Ghor-
banifar link to the Iranian Prime Minister’s Office. I de-

_scribed in some detail the pricing impasse that intelligence
showed had existed for over a month. The intelligence
showed that the Iranians in Tehran believed they were
being grossly overcharged by agents of the U.S. Govern-
ment. I further described why I believed the NSC was
mixing the Iranian project with White House initiatives in
Central America. I cited a number of indicators of this, in-
cluding the fact that Mr. Albert Hakim and Major General
Secord were totally managing the newly established
second channel and that they were also key individuals in
the so-called private efforts to support the Contras in Cen-
tral America. After I had detailed my concerns, Mr. Kerr
asked me to keep him closely informed on these develop-
ments. I ran into Mr. Kerr later in the day in CIA’s Oper-
ations Center, and he again returned to our earlier conver-
sation. He expressed the view that it was not a question of
“whether the initiative would be leaked, but when.”

I was not personally aware at the time of what Mr. Kerr
had done with the information, if anything. After 25 No-
vember 1986, however, Mr. Kerr told me that he had
raised the matter with Mr. Gates, including the possible
diversion of funds. He added that Mr. Gates could not
;%a/lgllt):his conversation. (Allen response to SSCI questions,

According to Kerr, Allen told him that the United States had
overcharged Iran in the sale of HAWK parts and that the excess
money had possibly been diverted to assist the Contras. Kerr could
not recall why Allen believed that funds might have been diverted,
but Kerr does recall telling Allen to monitor the situation and keep
him apprised of further developments. Kerr says he recounted
Allen’s statement to Gates, who told Kerr that he also wanted to
be kept informed about the matter. (Kerr IC Interview)
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In response to Committee questions, Kerr provides the following
additional statement about these conversations:

In late summer of 1986 Charles Allen came to me and
said U.S. arms were being sold to Iran. He described this
activity in general terms and indicated that there was
reason to believe that these weapons were being sold at in-
flated prices. At the end of the discussion, Mr. Allen specu-
lated that the extra money might be going to the Contras.
He offered no evidence for this, merely giving it as person-
al speculation.

Although we had seen no evidence to support Allen’s
speculation that money from the Iran arms sales was
being used to support the Contras, I thought the issue
should be mentioned to the DDCI (Robert Gates). I subse-
quently went to the DDCI and mentioned Mr. Allen’s spec-
ulation about the use of money from the arms sales to
fund the Contras. I believe that my conversation with Mr.
Gates was either the same day as my conversation with
Mr. Allen or the following day. It is also useful to note
that I regularly had conversations with the DDCI and that
I believe other subjects were discussed with the DDCI at
this same session. Also, this was not a formal appointment
with a formal subject specified; I merely walked into his
office and mentioned this to him together with some other
items. I have no information on what Mr. Gates “did with
this information.” I believe I talked to Mr. Allen again re-
garding Ghorbanifar and the arms, but the subject of over-
charging and the use of “extra” funds was not further dis-
cussed. (7/5/91 Statement)

At the confirmation hearings, Kerr explained that he had failed
to assimilate many of the details Allen had given him, and that his
conversation with Gates had involved only the salient points he
had gotten out of the conversation:

I got a fairly big dump of information from Charlie that
really did not have a lot of, that I could tie a lot to or put
in any context. What I got out of that conversation was es-
sentially . . . that there was evidence—indication—that
the Iranians were being overcharged, and also speculation
on the part of Charlie that it is possible that money gained
from being overcharged was being diverted . . .

After talking with Charlie, I concluded that exactly
those two points . . . were worth at least calling to Bob
Gates’ attention . . . I considered it speculative and to be
rumors, but I nevertheless thought it was sufficiently im-
portant to make sure, at least, that he heard just that
much . . . It could have been 60 seconds or two minutes in
terms of that conversation. (Kerr, 9/24/91, pp. 50-52)

Kerr went on to confirm that he had told Gates that “Ollie was
involved.” Citing notes he had made on November 25, 1986, Kerr
said they reflect that he “told him what Charlie Allen had con-
veyed to me, and asked him if he had heard about the Contra con-
nection. He [Gates] indicated he had heard rumors, but knew noth-
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ing about the rumors. Ollie’s involvement probably would generate
any number of rumors no matter where he was. Some connection,
real or otherwise, would have been made to Contra support . . . He
said keep him informed.” (Kerr, 9/24/91, afternoon, p. 55) Notes of
an interview with Mr. Kerr in December 1986 record his recollec-
tion that, when he gave Gates the information, Gates responded,
“God only knows what Ollie is up to.” (9/24/91, afternoon, p. 53)

Kerr said he did not interpret Gates’ reference to “rumors” as a
reference to the diversion per se. He is uncertain precisely what
Gates was referring to, although he conceded it may have been a
reference to donors, or money being raised for the Contras. Kerr
said he never discussed the matter with Gates again because he
“never got any more information on it.” (Kerr, 9/24/91, afternoon,
p. 60, 63-64, 103-104)

Kerr’s account is corroborated in part by another CIA official,
John L. Helgerson, who was Kerr’s Deputy at the time:

I was present on one occasion in Mr. Kerr’s office when
Mr. Allen discussed Iran with Mr. Kerr. I cannot confirm
the date of the meeting. I remember Mr. Allen saying that
he had reason to suspect funds from Iran may have been
diverted to the contras. My recollection is that Mr. Allen
indicated that the NSC staff was somehow involved in the
suspected diversion.

After Mr. Allen departed, I told Mr. Kerr something to
the effect that this diversion, if in fact it was taking place,
was the dumbest thing I had ever heard of. I said that we
should be sure Mr. Casey was aware of this. Mr. Kerr
agreed on both counts. . '

Several days after the meeting with Mr. Kerr and Mr.
Allen, I asked Mr. Kerr if he had raised the subject of the
possible diversion with Mr. Casey. Mr. Kerr said that he
had not, but that hé mentioned it to Mr. Gates. (7/5/91
Statement)

At his confirmation hearings, Gates stated that he had no recol-
lection of Kerr’s having discussed Allen’s speculation with him
prior to October 1, 1986:

I think that in fact Mr. Allen has testified that when he
briefed me on the first of October that I seemed to be sur-
prised and even startled by the information that had been
brought to me . . . I think it is important in placing this
in context [to consider] the kind of relationship that Mr.
Kerr and I had had at that time. He had served as my
deputy when I was DDI, Deputy Director for Intelligence
. . . Mr. Kerr and I talked many times virtually every day.
We would have hall conversations, we would have many
informal conversations. And I believe Mr. Kerr has testi-
fied that on this occasion when he talked to me, that he
had briefed me on several items, and that he did not dwell
on this item in particular. He briefly went over it. He indi-
cated, I gather from his testimony, that he did so very
quickly. And he did indicate that I told him to keep me in-
formed, and he also acknowledges that he never came back
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to me. So, as I say, I have no recollection of that conversa-
tion, and frankly, given the circumstances in which he de-
scribes that it took place, that does not surprise me.

I have never denied that Mr. Kerr may well have
broached this subject with me. I have simply said that I
had no recollection of it myself. I would regard Mr. Helger-
son’s recollection as adding weight to the fact that Mr.
Keri'edil%,) in fact, come to me. (Gates, 9/16/91, afternoon,
pp. 16—

Asked about Mr. Kerr’s recollection that he had replied that he
had heard “rumors” of a possible diversion, Gates said:

The only context that I can add, Mr. Chairman, is that I
have testified several times that throughout the preceding
year or so, we had heard rumors about funding—where
the contras were getting their funding. We had heard
rumors about contributions or donations from foreign
countries, from private benefactors or so on . . . (Gates, 9/
16/91, afternoon, p. 18)

According to the daily calendars of Gates’ meetings in this
period, Allen met with Gates on August 28 and September 5. Allen
could not recall, however, having discussed his concerns about the
diversion with Gates at either of these meetings. (Allen, 9/24/91,
morning, p. 38)

Finally, there is some uncertainty as to whether Allen brought
his concerns to Mr. Kerr as early as May 1986. This issue was ex-
plored with at the confirmation hearings with Mr. Kerr, who re-
called the possibility of the earlier date:

Senator BoreN. . .. Now, since your deposition last
week, the committee has obtained a note or notes of two
interviews in December 1986 that raise some questions
concerning the time of Mr. Allen’s report to you. . . . The
notes of the first December 1986 interview with you say,
‘Charlie told me on 12 or 13 May that he suspected some
of the money from the sales was going to the Contras.’

The notes of a follow-up interview with you on the 7th
December of 1986 . . . reflect that you were asked by the
interviewer if you could narrow the time between May and
late summer when you were informed.

You say that you were confident that the visit was
before September and most likely was in the June to July
period. It may have been as early as May or as late as
August. And the note says, referring to you: “he is con-
vinced that in his own mind that it was closer to the be-
ginning of the time span than the end.”

" The other interview done during the same period sug-
gests the possibility that the diversion issue might have
been raised in conjunction with the briefings Mr. Allen
gave in preparation for the May 25, 1986, trip by Bud
McFarlane to Tehran.

Of course, we know that Mr. Allen was reading certain
highly compartmented intelligence reports that as early as
March, and certainly by June, indicated that the Iranians
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had been seriously overcharged for the weapons they were
buying. . . .

Were there two separate meetings with Charlie Allen on
the subject diversion, or was there only one meeting with
Charlie Allen on this subject?

Mr. KERR. There was only one meeting. And if I can, let
me tell you about the timing.

I was ... very uncertain about the timing, and I still
. . cannot pin it down to a precise time . . . I've looked
back at my own notes and my records, and . . . the only

timing that I can get—give you is that it was sometime be-
tween—I thought between that period of the end of May
and early September. I really don’t have much more preci-
sion except to look at my notes and find that Charlie Allen
did come to see me several times during August. (9/24/91,
afternoon, pp. 44-46)

(3) Allen-North Meeting

On 9 September 1986 Allen met with North to discuss the finan-
cial problems of Ghorbanifar and his creditors. In a memo on the
meeting to Director Casey dated 10 September, Allen reported that
Admiral Poindexter had given North the go-ahead for the second
channel. Allen’s memo stated: .

Ghorbanifar will be cut out as the intermediary in
future shipments of cargo to Iran, if at all possible. To cut
Ghorbanifar out, Ollie will have to raise a minimum of $4
million. (Allen IC Exhibit 68)

According to Allen’s testimony, this memo went to Gates. Allen
also recalls that, when he asked North where he would get the
money, North said “maybe we will have to take it out of the re-
serve.” Allen states that when North ‘“said ‘reserve’ little wheels
clicked in my mind, that all my fears were probably true.” In addi-
tion to the memo, Allen said he talked to Director Casey on secure
telephone about his meeting with North, but he recalls discussing
only the move to the second channel and not his “own private mus-
ings.” (Allen IC Dep, pp. 802-803)

Gates says he has no recollection of receiving or reading Allen’s
memorandum at the time. (6/28/91 Response)

() Other Pre-October Documents

Documents suggest that Gates may have been aware of some as-
pects of development in the Iran operation during this period. A
North notebook entry for 8 September 1986 reflects a call at 1500
from “Charlie” with the following references: “Casey to call JWP,”
“Gates supportive,” “[Initial to the first channel] calls to Geo—4
times Sat, 2 times today.” (“Charlie” may be Allen, “Geo” may be
Cave.) Another North notebook entry for 30 September 1986 refers
to a “1300 mtg w/Mike L.” followed by ‘““Call Charlie Re letter to
Gates.” The testimonial record contains no explanation for these
entries). Gates says he does not know their meaning. (6/28/91 Re-
sponse '

After becoming Deputy DCI in April 1986, Gates was also an au-
thorized recipient of the intelligence on the Iran initiative that
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Allen had tasked and monitored since September 1985. Allen says
that, when he met with Gates on 1 October, Gates appeared al-
ready to have ‘‘some general awareness” that there was “a pricing
impasse.” (Allen IC Dep, p. 823) Gates recalls:

My understanding of the meaning of this reporting was
based on Mr. Allen’s description of the intelligence that he
received. I therefore relied on Mr. Allen, as an analyst, to
describe and synthesize the raw data. While I received a
number of sensitive intelligence reports on the Iran affair,
they came irregularly over a period of months, and I did
not keep them to review or examine in a body. I scanned
them very quickly and often did not look at them at all.
The individual reports were often confusing and, as Allen
has testified, ‘unless you understand the codes you
couldn’t understanding what was occurring.’ In sum, what
I knew and understood of the reporting was due solely to
Allen’s description. (6/28/91 Response)

(5) Allen-Gates Meeting

Allen testified at the confirmation hearings that by the first of
October there had been a “continuing accumulation of indications
that this initiative was really badly off the tracks ... we had
reached a ‘break point’ and I felt it was now the time to issue a
warning. (Allen, 9/24/91, morning, pp. 38-39)

Allen testified that he was concerned at the time that the diver-
sion, if it became public, “would have angered the Iranians, and
that was my deep concern that the Iranians would take retribution
and execute one of the hostages.” (Allen, 9/24/91, morning, p. 115).
(This concern was not, however, according to the testimony, con-
veyed to Gates at the October 1st meeting, nor is it reflected in
later memoranda.) ‘

Allen met with Gates and, according to their testimony, dis-
cussed the problems with the switch to the second channel, the fi-
nancial difficulties with private investors who wanted their money,
the risk that the investors might go public, the involvement of
Secord and Hakim in both the Iran initiative and Nicaraguan
contra support activities, and the possibility of diversion of Iran
arms sale profits to the contras. (Allen IC Dep, pp. 822-824; Gates
IC Dep, pp. 969-974)

Allen’s account of the 1 October meeting with Gates is as follows:

I recall discussing the Iranian initiative with Mr. Gates
on 1 October 1986 and expressing deep concern over this
White House-directed effort. I had been deeply troubled
since mid-August 1986 over a number of aspects of the ini-
tiative and conveyed these concerns in some detail to Mr.
Gates during the 1 October meeting. Specifically, I recall
in the context of that meeting:

a. Describing the impasse over the pricing and [the first
channel’s] refusal to pay to Mr. Ghorbanifar the price
asked for the Hawk spare parts because the price asked
for the Hawk spare parts was ‘“five or six.times’ the
actual cost of the parts.
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b. Noting the desperate financial straits of Manucher
Ghorbanifar and his ‘frantic’ call to me in August 1986 in
which he provided details on specific costs of certain hawk
missile spare parts, and in which he claimed that his
markup on the price of the spare parts averaged only
about 40 percent.

c. Mentioning Lt. Col. North’s reference to ‘the reserve’
in his conversation with me on 9 September 1986 in which
he stated that Vice Admiral Poindexter had formally ap-
proved the second channel and that the Ghorbanifar chan-
nel would be shut down.

d. Informing Mr. Gates of Mr. Aviram Nir's statements
in support of Mr. Ghorbanifar assertions that the latter as
the middleman in the transaction was substantially over-
charged. ‘ :

e. Detailing Mr. Nir’s fears that the operational security
of the initiative was rapidly eroding and that immediate
action was needed to shore up its security.

These facts among others were repeated in a meeting
with Mr. Casey on 7 October 1986 in which Mr. Gates was
present. I do not recall informing Mr. Gates specifically
about Lt. Col. North’s admonitions to me and to Mr. Cave
to defend the pricing of the arms or North's proposal to
manufacture a false price list. Further, I do not recall
speaking to Mr. Gates directly on these specific issues be-
tween 7 October 1986 and 25 November 1986, although we
talked in general terms about the problems of the initia-
tive on 15 October 1986 following Mr. Casey’s and Mr.
Gates’ meeting with Vice Admiral Poindexter at the White
House. In the meeting with Mr. Casey on 7 October 1986, I
recounted why I had come to believe that proceeds from
the Iranian arms sales had been diverted to the Contras.
(Allen response to SSCI questions, 7/3/91)

Allen was asked about disparities between his initial statements
about what he told Gates on October 1 regarding the diversion and
his more detailed later testimony about that meeting. Allen ex-
plained that, when first questioned, he “had not had time to reflect
and think clearly about my meetings with Mr. Gates or even with
Mr. Kerr.” Allen added, “Later when I was able to think more re-
flectively, it was clear that I had ticked off to Mr. Gates three or
four indicators of why I believed I had reached this analytic judg-
ment.” (9/24/91, morning, p. 54)

Gates does not recall these details being passed on by Allen, to
include being informed of Ghorbanifar’s “frantic” call to Allen and
North'’s reference to the need to raise $4 million for Ghorbanifar
from the “reserve.” (6/28/91 Response). At the confirmation hear-
ings, Gates testified that he did not remember Allen talking about
a reserve, ‘“‘but assuming he did say it, mention of the word reserve
would have suggested to me that North was somehow suggesting
that the CIA reserve be used, and I just considered that sort of out-
landish talk, and dismissed it—or would have dismissed it. The
idea that there was some other kind of account would not have oc-
curred to me at all.” (9/17/91, morning, p. 39)
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Gates testifies that he “was startled” by what Allen told him and
that he “was disturbed by the threat to the security of the oper-
ation, as well as the speculation;”’ but Gates also says ‘‘there was
relatively little sense of urgency about it.” (Gates Prelim Ing, p.
106; 1987 DCI Hrg, p. 47) In his 1987 DCI confirmation testimony
about the 1 October meeting, Gates stresses the “flimsiness” of the
basis for Allen’s speculation about the diversion. Gates summarizes
what he was told by Allen as follows: “Again, we had on the one
hand reports of cheating and overcharging that we had been seeing
for months, and that are not abnormal in the international arms
market, and on the other hand he simply called attention to the
circumstantial fact that some of the same people were involved in
the Iran affair and the contra thing.” (1987 DCI Hrg, p. 88)

At the 1991 confirmation hearings, Allen also “distinctly recalls”
Gates saying to him “that in the past he had admired Colonel
North because of his work in crisis management and things of this
nature, but that this was going too far, and asked that I see the
Director.” Allen stated “he [Gates] said this with deep concern that
Colonel North, whatever qualities he may have had in the past in
performing services to the United States, that this was a very ques-
tionable activity at best.” Allen went on to say Gates had reiterat-
ed this statement at the later October 7th meeting with Director
Casey (see below). (Allen, 9/24/91, morning, pp. 57-58)

Reminded of Allen’s recollections in the Committee interrogato-
ries, Gates says he has “no recollection” of making these state-
ments. (6/28/91 Response)

To the contrary, Gates testified to the Tower Board that Allen
gave him no indication that the NSC or anybody “from the U.S.
Government” was involved. (Gates Tower Tr.) His written response
to questions for the 1987 DCI confirmation hearing states that
Allen “had no evidence of any diversion of funds or that CIA, NSC,
the White House or the U.S. Government might be involved.” (1987
DCI Hrg, p. 13) According to Gates, his concern based on what
Allen told him was primarily for the security of the operation.
Gates says that Allen “acknowledged” he had “no indication that
there was any involvement by ... U.S. Government persons.”
(Gates IC Dep, p. 969) Gates also states that Allen “didn’t have any
indication of any U.S. Government role or anything. I think it was
just the mere fact of Secord’s presence in both of these activities
that, I think is just the best way to put it, raised his concern.”
(Gates IC Dep, p. 973) In his testimony about a luncheon meeting
on 9 October with North and Director Casey, Gates states that he
did not ask North about the diversion at this lunch “because there
was no suspicion at that point even by Allen that he or anybody
else at the NSC was in any way associated with that speculation”
about a possible diversion. (Gates IC Dep, p. 995)

Gates says he realized “that the arrangements that the NSC
might have might be not improper, necessarily, but not very smart
in terms of appearances, and that maybe that ought to be brought
to the attention of the Director and ultimately to the NSC itself.”
(1987 DCI Hrg, p. 75)

According to Allen’s testimony at the confirmation hearings,
“whether he remembers all of the particulars or not . . . Mr. Gates
captured the central message that I had brought to him [on Octo-
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ber 1], that there was possibly a diversion occurring and this was a
matter of serious concern.” (Allen, 9/24/91, morning, p. 54)

Allen also testified that, in his opinion, Gates seemed to be hear-
ing about the diversion for the first time:

{It was] the surprise on his face. The way he reacted.
Sort of stunned by the fact that the White House would
commingle two separate activities in such a way . .. I
have known Mr. Gates for 25 years. Mr. Gates is no actor.
Mr. Gates was telling the truth. I think that’s the first
time he had heard of this matter of a possible diversion.
(Allen, 9/24/91, morning, p. 129)

(6) Subsequent NSC Contacts

One document disclosed in the Iran-Contra investigations sug--
gests the possibility that North was alerted on 1 October that alle-
gations about a diversion were being made. A North notebook
entry for 1 October 1986 refers to a ‘“1230 Call from Clarridge”
with a subsequent apparent reference “Gorba: Divert onto other
enterprise.” There is no evidence in the record of any connection
between this entry and Allen’s meeting with Gates on 1 October
where Allen discussed a possible diversion. Gates says he does not
know the meaning of North’s diary entry. (6/28/91 Response) Nei-
ther Gates nor Allen recalls discussing this matter on 1 October
with Dewey Clarridge, who had close ties to North and Director
Casey. According to his calendar, Gates’ met with Allen at 5:00
p.m. on 1 October, several hours after the Clarridge call to North.
Clarridge and North have not testified about this call. _

One possible explanation, suggested by Allen, is that North and
Clarridge may have discussed diverting Ghorbanifar from the Iran
}nitiative to another operation so as to resolve his financial prob-
ems: -

In regard to the cryptic reference in Lt. Col. North’s
notebook entry of 1 October, I believe this was a reference
to get Mr. Ghorbanifar engaged in other activities apart
from the NSC-sponsored initiative. Mr. Clarridge, Mr.
Cave, and I had repeatedly pointed out to Lt. Col. North
that Mr. Ghorbanifar was embittered as a consequence of
being shoved aside when the second channel was estab-
lished. I believe this was finally recognized by Lt. Col.
North, -and I heard him and others, such as Mr. Twetten,
indicate that the plan was to get Mr. Ghorbanifar into sup-
porting the U.S. in its counterterrorist activities. It was be-

_lieved that this might placate Mr. Ghorbanifar and pre-

" clude him from exposing the operation. At the time, there
was optimism at the White House that the second channel

- would result in a speedy resolution of the hostage crisis.
(Allen response to SSCI questions, 7/3/91)

Another document that remains unexplained is a CIA Memoran-
dum for the Record dated 8 October 1986 and initialed by Gates re-
flecting that he met with Admiral Poindexter on Thursday, 2 Octo-
ber 1986. It states: “There was discussion of a special Iranian
project. Have Tom Twetten and Charlie Allen call me.” In his
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letter to the Committee of 2 March 1987, Gates states that he has
“no recollection of the specifics of this discussion, but I do not be-
lieve I raised the concerns Allen expressed to me the previous day
because the DCI had not yet been briefed by Allen as I had direct-
ed him to do.” The record does not indicate why Gates wanted
Twetten (then George Cave’s superior as Chief/Near East Division)
and Allen to call him or what he subsequently conveyed to them.
Nor does the record indicate whether on this occasion Gates dis-
cussed with Twetten any of the matters that Allen raised with
Gates on 1 October. Gates indicates that his request to Twetten
and Allen to call him “may have been related to LTC North’s trip
to Frankfurt, which was made in connection with the Iranian initi-
ative.” Gates and Twetten do not recall any discussion between
them at this time of the matters Allen discussed with Gates on 1
October. (Gates 6/28/91 Response, Twetten 7/5/91 Response) Allen
is also unable to recollect these events.

. (b) 7 October Meetings

Gates and Allen met with Director Casey on 7 October to discuss
Allen’s concerns. Allen recalls that the purpose of the meeting was
to inform Casey “of the operational security aspects of this initia-
tive and the fact that this program was spinning out of control and
to tell him of the potential—just sheer speculation at that point;
we had no evidence—that money might have been diverted to the
contras in Central America.” (Allen IC Dep, p. 827) .

In his recent statement, Allen says he also explained to Director
Casey and Mr. Gates the discrepancy between what the HAWK
spare parts cost the U.S. Government and what Mr. Ghorbanifar
was charged:

I also described to Mr. Casey the pricing impasse, the
discrepancy between what the Iranians and Mr. Ghorbani-
far thought was a reasonable price and what U.S. interme-
diaries evidently were charging for the parts. I told Mr.
Casey that this was one of several factors that had lead me
to conclude that profits obtained from the arms sales were
going to the Contras, although I lacked direct proof. At
this meeting, Mr. Gates shared my concern about a possi-
ble diversion and indicated that the issue needed to be
pursued. I then agreed—at Mr. Casey’s request—to put my
concerns in writing. ... I recall mentioning orally to both
Mr. Casey and Mr. Gates the comment of Lt. Col. North
that he might have to use. ‘the reserve’ in order to placate
Mr. Ghorbanifar. I believe I mentioned Lt. Col. North’s
statement at both the 1 October and 7 October meetings.
(Allen response to SSCI questions, 7/8/91)

Gates says Allen described the same concerns at the meeting
with Casey that he had described to Gates on 1 October. Gates does
not recall Casey inquiring about the basis for Allen’s suspicions of
a diversion to the contras. Allen recalls, “I didn't belabor the point,
but I said that I believed that there had been perhaps overcharging
of the Iranians in order to secure money to support the contras in -
Central America.” (Allen IC Dep, p. 830)
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According to Gates, Casey “was as startled as I was, and directed
Mr. Allen to put down all of these views in writing, and Mr. Allen
agreed to do that.” (Gates Prelim Inq, p. 106) Allen confirms that
Casey ‘“seemed very surprised” and recalls “Mr. Gates chiming in
behind me, saying yes, that Charlie had raised this issue with him
and that this was an issue of real concern if there was any truth in
it.” (Allen IC Dep, p. 591)

As with the 1 October meeting, the accounts by Gates and Allen
of their 7 October meeting with Casey differ as to discussion of the
specific events in August and September that contributed to
Allen’s suspicion of a possible diversion. As noted above, Allen re-
calls specifically discussing North’s reference to “the reserve.”
Allen also recalls that Gates commented to Casey on “the serious-
ness of the issue” and that Gates again “talked about his admira-
tion for Colonel North as a man that gets things done, but that this
was going too far, if this was true.” Allen goes on to say that he
“didn’t have any evidence of this fact.” (Allen IC Dep, p. 830) Gates
has testified he recalls no reference to the statements about North.
(6/28/91 Response)

Both Gates and Allen recall Casey telling them at this meeting
that he had talked earlier that day with Roy Furmark, a New
York businessman whom Casey had known for some years. Casey’s
daily calendar for October 7 reflects a meeting with Roy Furmark
at 3:10 p.m. and a meeting with Allen at 5:30 p.m. which was ap-
parently attended by Gates. (Even though Gates’ presence is not
listed on his or Casey’s calendar, no conflicting meeting appears on
Gates’ calendar.) Furmark represented Adnan Kashoggi and other
investors who had loaned money to Ghorbanifar to assist the Iran
arms transactions. (CIA could not provide arms from DoD stocks
without advance payment, and the Iranians refused to pay before
delivery, so the middleman needed money to pay CIA as a “bridge”
until the Iranians paid the middleman). Gates recalls Casey telling
them that Furmark “raised with the Director the unhappiness of
some of the financiers and the possibility that the entire arrange-
ment with the Iranians might be exposed by one of the partici-
pants.” (Gates Prelim Inq, p. 114)

When Gates first testified about this meeting, he was unsure
whether or not Casey had said Furmark mentioned the diversion.
Gates had the impression that Furmark “may have mentioned that
there was the possibility that some of the money may have gone to
the contras.” (Gates Prelim Inq. p. 109) In subsequent testimony,
however, Gates states that Furmark ‘“made no mention of any di-
version” when he talked to Casey on 7 October. (1987 DCI Hrg, p.
38) Allen also says Casey did not indicate at their meeting that he
had heard from Furmark about a possible diversion. (Allen IC Dep,
p. 83) Allen testifies that Casey told Gates and Allen at their 7 Oc-
tober meeting that he had talked to Poindexter after talking to
Furmark and had told Poindexter the financial concern of the
creditors “was a very serious issue.” (Allen IC Dep, p. 830-831)

Allen’s recent statement also says he was directed to obtain more
facts: “Mr. Gates on 1 October asked that I brief the Director im-
mediately; he also directed that I try to obtain more facts. Mr.
Casey on 7 October asked that I continue to pursue the matter and
keep them informed.” (Allen respose, 7/8/91, p. 5)
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(c) 9 October Gates/Casey Lunch with North

(1) Gates’ Account

Gates says he had lunch in Casey’s office with Casey and North
on 9 October. According to Gates, the lunch was set up between
Casey and North, and Gates had the impression its purpose was for
Casey to hear North report on recent meetings with the Iranians.
Gates recalls inviting himself to the lunch partly because Eugene
Hasenfus, whose plane had been shot down several days earlier,
had announced in Managua that he was working with the CIA.
(See Section IV for background on the Hasenfus flight in the con-
text of the issue of Gates’ knowledge of North’s involvement with
contra support activities.) Gates says that he anticipated meeting
the Chairmen and Vice Chairmen of the Intelligence Committees
and that “because of the impression that Colonel North at least
was a contact or a go-between between the private benefactors and
the contras I wanted the opportunity to ask him directly if he
knew of any involvement, direct or indirect, by CIA individuals or
proprietaries.” (IC Dep p. 984) Gates recalls North saying that
“CIA is completely clean.” (1987 DCI Hrg, p. 39) In a memorandum
- for the record after the lunch Gates recorded North’s assurance.
(Gates IC Exhibit 2)

Regarding the Iran initiative, Gates says that North reported on
recent meetings with the Iranians in the second channel and that
“Casey described the unhappy investors and the operational securi-
ty problems raised by Mr. Allen.” Gates recalls “considerable dis- -
cussion about the change of Iranian channels and the unhappiness
of private investors associated with the first channel.” (1987 DCI
Hrg. p. 39) Gates does not recall any particular reaction by North
and says “Casey did most of the talking on that question.” Gates
testifies that Allen’s concern that money from the arms sales was
being diverted to other programs was not raised at the meeting.
(Gates IC Dep, p. 987)

Gates also recalls North making “a vague reference that I have
not been able to reconstruct of something to do with Swiss bank
accounts and the contras.” Gates says that immediately after lunch
he went back into Casey’s office and asked him about this refer-
ence. According to Gates, it appeared “that Casey hadn’t even
picked up on what he had said.” Gates says he made no connection
between North’s remark and Allen’s concern about a diversion of
Iran arms sale profits to the contras. (Gates IC Dep, p. 993-994)

In his 4 December 1986 testimony to the SSCI preliminary in-
quiry, Gates says North made his cryptic reference to a Swiss ac-
count and money for the contras after “a discussion of Ghorbani-
far’s financial disarray and the problems he was having.” (Gates
Prelim Inq, p. 106) In subsequent testimony, however, Gates says
North’s reference to a Swiss account was not linked to the discus-
sion of the Iran initiative, but ‘“was in the context in which I was
asking whether CIA was completely clean, and that had to do with
a discussion stemming from the downing of the plane that Mr. Ha-
senfus was on.” (1987 DCI Hrg. p. 76) :

Gates offers several explanations for his failure to ask North
about the reference to Swiss bank accounts or about a possible di-
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version. In his written response to questions for his 1987 DCI con-
firmation hearings, Gates states:

Now, a word of explanation is in order as to why I did
not pursue Lt. Col. North’s passing and cryptic remark at
the end of lunch. First, I did not really understand what
he was talking about. Second, I did not want to pursue the
question of private funding for the Contras, not because I
suspected a problem, but because of our overall concern
not to cross the legal limits on us vis-a-vis the Contras and
their private benefactors. During the period in question,
CIA was authorized to provide very limited support to the
Nicaraguan resistance. We knew, obviously, that private
groups were providing support to the resistance and CIA
probably could have learned about these activities and
who was involved. However, we did not want to get as
close to the private benefactors as would have been re-
quired to collect such information because we did not want
to do anything that could be misinterpreted as a CIA viola-
tion of the statutory prohibitions. It was out of caution to
avoid crossing the bounds of the permissible that CIA offi-
cers at all levels were urged to avoid involvement with
matters concerning the private efforts to support the Con-
tras. (1987 DCI Hrg, p. 14)

At his deposition for the Iran-Contra Committees, when ques-
tioned why he did not ask North whether money was being divert-
ed from the arms sales to the contras, Gates responded as follows:

Well, again I think it has to be seen in the context of
October 9 and not the end of July 1987. The principal con-
cern that Allen had surfaced was one of operational securi-
ty. There was no reference in any of his discussions or in
his paper to anybody in the United States Government
being involved. There was no reason to ask North, because
there was no suspicion at that point even by Allen that he
i)r anybody else was in any way associated with that specu-

ation.

The question really was focused more on, in the initial
conversation on the possibility of perhaps General Secord
being involved in something inappropriate. So there was
really no reason to ask North, because there was no suspi-
cion at that point even by Allen that he or anybody else at
the NSC was in any way associated with that speculation.
(Gates IC Dep, p. 995)

When asked about his awareness of North’s operational direc-
tions to CIA personnel in the conduct of the Iran initiative, Gates
says he knew that North “was directly involved with our people
and was conveying instructions” and he assumed that North was
“acting on instructions from his superiors.” (Prelim-Inq, p. 121) As
noted earlier, Gates says he had no knowledge of North’s state-
ments to Allen which aroused Allen’s suspicions about the diver-
sion.

In his confirmation testimony, Gates cited the lunch with Casey
and North as one of three instances where he would have done



n21

things differently if he had the opportunity again. Gates said that
when he discussed North’'s comment about a Swiss bank account
with Director Casey, he “would have pressed him [Casey] harder
and said, well, now, no, let’s think about this. Maybe there’s a real
problem here.” (9/16/91, afternoon; p. 11)

(2) North Account of the Lunch

In testimony at his criminal trial, North states that he began de-
stroying documents “as early as the point in October where Direc-
tor Casey appraised me of the fact that [Furmark] had approached
him with information that the Iranian connection to the Nicara-
guan resistance might well be revealed.” North testified further:

NorTH. . . . When I got back Director Casey, if I remem-
ber correctly, called me out to lunch at the CIA and at
that luncheon we discussed the Hasenfus aircraft shoot-
down and after—as I remember, afterwards he told me
that—Mr. Furmark, was the man’s name, who was de-
scribing these, he’s an old friend of Director Casey, had
told Director Casey that he or his friend knew that there
was a connection between the Iranian initiative and aid to
the Nicaraguan Resistance and my recollection is thai he
told me at that point to start cleaning things up, to get rid
of things that weren’t necessary because he and I both re-
alized that the revelation which eventually occurred in
November would mean all of these operations would
become in doubt.

Q. Did anybody besides the late Director Casey and you
attend that lunch? , :

NorTH. My recollection is that Mr. Gates was there for
at least part of it. I don’t recall whether he actually sat
there for lunch or not but I do recall Mr. Gates being at
least in and out . . . '

Q. Do you recall Deputy Director of the CIA Gates being
present when Mr. Casey told you to clean up the oper-
ation?

NorTH. I don’t recall whether he was there or not. I
truly don’t. I just—I know that he was there for at least
part of, maybe all of, the lunch and and may well have
come and gone. I don’t—I really don’t recall that . . .

Q. . . . What did Director Casey tell you he meant by
“clean things up”?

NortH. Well, he specifically told me to get the airplanes
out of the countries where they were prepositioned in Cen-
tral America that we had been using for the resupply
effort for those many months and got the pilots out, get all
of that cleaned up specifically because I believe this is
right on the next day or two after the shootdown of the
resupply aircraft.

Q. . . . Did he say anything else that you should do in
order to clean up this operation?

NoRTH. . . . There were a lot of things we talked about
but the two things that stick in my mind were the busi-
ness about the aircraft and the operation which we had
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been running in Central America and the business about
Mr. Furmark having told him that there was a connection -
between the Iranian operation and the aid to the resist-
ance that was about to be revealed.

Q. Was Mr. Gates present when Mr. Casey told you
about Mr. Furmark’s conversation with him?

NorTH. I do not recall whether he was there or not.

Q. [Referring to an earlier statement by the witness] . . .
When you say Director Casey was of course aware of that,
you ?mean the use of Iranian arms sales money for the con-
tras? '

NorTH. Yes, sir.

Q. Is that something you had told him?

NorTH. . . . It would have been back in probably Janu-
ary or very early February of 1986 before the first transac-
tion of that kind actually occurred.

Q. Had you told that same thing to Deputy Director of
the Central Intelligence Agency Gates, that Iranian arms
sales money was being used for the contras?

NorrtH. I do not specifically recall telling Mr. Gates that
at any point, at any time in the whole process up through
the end of the operation. _

Q. Did Gates—was Gates—Deputy Director Gates
present when Director Casey said that his friend Furmark
had said something about a connection between the Irani-
an operation and the contras? .

NortH. I truly don’t recall whether he was there for
that . . . I don’t remember. (transcript, testimony of Oliver
L. North, April 12, 1989, Docket No. CR 88-80, United
%gtée% 515)(iistrict Court for the District of Columbia, pp.

In Gates’ Iran-Contra deposition, when asked whether there was
any reference at the 9 ‘October lunch to destroying documents,
Gates replies, “Absolutely not. I think the most that Casey prob-
ably said in that session was something to the effect, on the unhap-
py investors and so on, was probably something to the effect of you
ought to get this straightened out or something like that. There
was no indication, I mean nothing that I recall, that you could read
between the lines, as I've thought back, in terms of destroying doc-
uments or anything like that.” (Gates IC Dep, p. 988)

In response to Committee interrogatories, Gates disputes much of
North’s account: ' '

I would like to point out that LTC North’s trial testimo-
ny as reported here regarding the substance of Mr. Casey’s
October 7 telephone (sic) discussion with Mr. Furmark is
fundamentally different from what Mr. Casey told me and
stated in his memorandum for the record-about this con-
versation. Mr. Casey did not tell me that Mr. Furmark
‘knew that there was a connection between the Iranian
initiative and aid to the Nicaraguan resistance.’ In fact,
Mr. Casey did not mention anything about a diversion
when he told me about his conversation with Mr. Fur-
mark. Mr. Casey’s memorandum regarding his meeting
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with Mr. Furmark makes no mention of a diversion of
funds. Further, to the best of my recollection, LTC North
never told me that the Iranian arms sales money was
being used for the Contras.

Gates also denies that Casey said, “in my presence, anything
about getting airplanes out of countries where they were preposi-
tioned in Central America.” Gates observes, “I left Mr. Casey’s
- office before LTC North, and do not know what may have been dis-
cussed after my departure.” (6/28/91 Response)

(d) 14 October Allen Memo

Allen completed his memorandum on the problems with the Iran
initiative on 14 October. Among other things, the memo says Ghor-
banifar was asserting that he had “a 10-11 million shortfall that
he cannot meet” and the creditors were ‘‘becoming angry”’ and de-
manding ‘“additional interest because the principal is overdue.”
Allen’s memo describes Ghorbanifar’s financial situation as
“murky” and stresses the security risk to the operation
“[rlegardless of who is cheating whom”. The key section of Allen’s
14 October memo states:

Ghorbanifar is depressed and claims his financial situa-
tion has been damaged. On several occasions, he has said
he would not sit idly by and permit himself to be made the
“fall guy” in this matter. He claims to have given written
accounts of all that has transpired to several persons in
America and Europe. He has directed these individuals to
make this material available to the press in the event that
“something bad” befalls him. We believe this account
would include statements to the effect that:

the Government of the United States sold military
materiel to the Government of Iran in order to gain
the release of American hostages in Lebanon; :

a high-ranking U.S. delegation met in Tehran wit.
representatives of the Iranian government in order to
discuss the future relations between the two countries,
with various cooperative ventures discussed;

the U.S. Government made several promises to him
(Ghorbanifar) that it failed to keep; and

the Government of the United States, along with
the Government of Israel, acquired a substantial profit
from these transactions, some of which profit was re-
distributed to other projects of the U.S. and of Israel.

There is also likely to be material alleging poor judg-
ment and shabby conduct by individuals of the U.S. and Is-
raeli government. (Allen memorandum, 10/14/86)

Allen’s memo did not specifically state his speculation that prof-
its were being diverted to the Nicaraguan contras, as he had stated
to Gates on October 1 and to Casey and Gates on October 7. Allen’s
recent statement provides the following explanation for the way he
wrote the 14 October memo:

I concur that the memorandum that I prepared on 14
October 1986 was oblique in referring to possible illegal-
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ities involving U.S. parties involved in the Iranian initia-
tive. I did this deliberately. Even though I told Mr. Gates
on 1 October and 7 October 1986 I believed that profits ac-
crued as a consequence of the arms sales to the Iranian
Government had been diverted to support Contra forces in
Central America, I was hesitant to allege in writing that
White House officials directing the project, including the
National Security Advisor, were engaged in highly ques-
tionable, if not illegal activities. I had reached an analytic
judgment—based on a number of indicators—that a diver-
sion was occurring but I lacked hard, documentary evi-
dence. To put this in writing at this juncture did not seem
prudent.

I was particularly concerned with what Mr. Casey might
do with the memorandum, once it was written. Therefore,
I put my concerns over possible ‘illegalities’ in the context
that Ghorbanifar might allege that funds had been divert-
ed from the Iranian arms sales to support other projects of
Israel and the United States. Mr. Casey, in fact, did what I
thought he might do. He along with Mr. Gates took the
memorandum to Vice Admiral Poindexter, went over it
with him in detail, and left it with him. He also told Admi-
ral Poindexter that “Charlie Allen had prepared it.” Ret-
rospectively, I believe the approach I took at the time was
the appropriate one, given evidence available to me. I had
conveyed my concerns orally to both the DCI and DDCI
and had raised major concerns about the entire project in
writing. The memorandum, moreover, had been shown to
other senior officials, included Mr. Cave, Mr. Clarridge,
and.Mr. Twetten. To have made allegations of possible ille-
galities in a formal memorandum—with the evidence at
hand—on an initiative that involved the President caused
me real concern. At the time, I firmly believed that I had
provided the necessary warning to the most senior officials
in the Agency. (Allen response to SSCI questions, 7/3/91)

Allen gave similar testimony at the confirmation hearings,
-saying that in writing the memorandum, he was getting “close to
the bone at the White House,” and feared that the operation might
have involved the President himself. (Allen, 9/24/91, morning, pp.
42, 51) Allen testified, however, that he never expressed this fear to
Casey or Gates. (Allen, 9/24/91, morning, p. 113)

Gates does not recall the details that Allen says were the basis
for his October 14 memorandum. Gates recalls that Allen was “‘sur-
mising what Ghorbanifar might be able to testify to.” (Gates
Prelim Inq, p. 115) Gates also states, “[m]y impression was that it
was primarily from Allen’s reading of the intelligence and him
seeking the involvement, putting together through intelligence the
involvement of Secord in the Iranian venture, and kowning that
Secord probably also was involved in the Contra activity, that it
was putting of these two things together analytically and reading
between the lines in intelligence. That was my impression of what
prompted Allen to write the memo.” (Gates Prelim Inq, p.128)
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Gates also observed that Allen’s language in the October 14
memorandum “was an even more tentative and vague formulation
about a possible diversion than when he originally briefed me, with
no mention of the Contras this time.” (1987 DCI Hrg, p. 40) Gates
says he ‘“interpreted” Allen’s different formulation as meaning
that Allen “became less certain about what was going on or about
his speculation here and therefore couched it in more general
terms.” Gates concedes, however, that he “did not ask’Allen to ex-
plain further. (Gates IC Dep, p. 978)

In his recent statement, Allen also testified that Gates had never
raised this point with him:

Mr. Gates, to the best of my recollection, never raised
with me the less direct statement about the diversion that
was contained in my memorandum of 14 October or asked
if I had become less confident about my judgment on the
diversion. (Allen response to SSCI questions, 7/3/91)

(e) 15 October Poindexter Meeting

a Gates’ Account

Gates testifies that upon receipt of Allen’s memo he “urged the
Director to get the memorandum to Admiral Poindexter as quickly
as possible.” (1987 DCI Hrg, p. 40) Gates recalls that he and Casey
“tried to get an appointment the same day we got the memoran-
dum, on the 14th, but were unable to do so, and met the next after-
noon in Casey’s office” in the Old Executive Office Building. Gates
describes the meeting as follows:

Poindexter sat down. Casey gave him this memorandum
and urged him to read it in our presence, and he did so.
. . . [H]e was basically, as I recall, impassive in his reac-
tion. There was discussion about the operational security
problem. As I recall, that was an occasion, one of the first
occasions, when Casey started talking about making the
entire affair public, and I think he also at that point rec-
ommended to Poindexter that he have the White House
counsel review the matter, review what the NSC was in-
volved in, to ensure that everything was legal. I don’t
know if he said “legal,” but to ensure that everything was
proper. (Gates IC Dep, pp. 978-979)

Gates recalls that both Casey and Poindexter “dismissed fairly
quickly” Allen’s recommendation to appoint “a panel of wise men”
to review the Iran operation, and that Poindexter’s reaction to
Casey’s suggestion about making things public was that “it was
premature, that there was still an opportunity to get some addi-
tional hostages.” (Gates IC Dep, p. 980) According to Gates, there
was no discussion of how to reduce the risks of exposure or how to
resolve the financial problems of the complaining investors. (Gates
Prelim Inq, p. 122) Rather, speaking of Casey and himself, Gates
recalls them ‘“telling Poindexter that it looked to us like it was
very necessary for them to pull their story together and make it
public because it didn’t look to us like the operational security
could be preserved very much longer.” (Gates Prelim Ing, p. 128)
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Gates says he does not think Poindexter reacted at this meeting
to Casey’s advice that the White House counsel review the initia-
tive. Gates does not specifically recall any discussion at the meet-
ing about the reference in the memo to a possible diversion, but
says Casey ‘‘did encourage Pondexter to read it carefully and he
did.” (Gates IC Dep, p. 980) Gates testifies on another occasion,
“There was, I am sure, although I cannot recall specifically, I am
sure there was some reference to the concern expressed in the
memorandum about the possible diversion of funds.” (Gates Prelim
. inq, p. 115) Gates says he and Casey left a copy of Allen’s memo
with Poindexter. (1987 DCI Hrg, p. 40; Gates IC Dep, pp. 982-983)

In this confirmation testimony, Gates cites this meeting with
Poindexter as the second of three instances where he believes, in
retrospect, that he would have acted differently if given the oppor-
tunity again. Gates says, “‘I should have . . . drawn Admiral Poin-
dexter’s attention to the specific reference in the Allen memoran-
dum to the possibility that if Mr. Ghorbanifar wasn’t paid his
money, one of the allegations he might make against the United
‘States was that the money was going to other projects of the
United States and the government of Israel.” (9/16/91, afternoon,
p. 11) Gates also says, “I had no idea that there was anything im-
proper or inappropriate going on. I had a view of Admiral Pon-
dexter that he was a completely straight arrow and a completely
straight shooter. I wasn’t suspicious that he was involved in .
criminal activity or wrongdoing of any kind.” (9/17/91, morning, p.
27) Asked what he would do about it now, Gates testified, “Well, if
something like that came to my attention now, Senator, I would
first see the National Security Advisor and tell him there was a
problem, and if he did not immediately follow up either with the
White House counsel or the Attorney General, I would—and and if
he did not or did not want me to do that, I would go to the Presi-
dent.” ((/1791, morning, p. 38) : :

(2) Allen Account of the Poindexter Meeting

Allen testifies that he took the original of his October 14th memo
to Gates’ office where he told Gates’ secretary that it was a very
exceedingly sensitive memorandum” and that Gates should “look
at it carefully first and decide what to do with it.” Allen recalls
expressing certain concerns to the secretary: “I said I didn’t want
to give it directly to Mr. Casey because I wasn’t certain what he
would do with it. I wanted Mr. Gates to look at it carefully first
and decide what to do with it. I said Mr. Casey might go down and
just hand it to someone at the White House straight away, and I
said there’s a lot of potentially explosive material in this memoran-
dum, and I kept calling.” Allen adds that he “gave it to Gates be-
cause I thought maybe I had gone too far in just totally condemn-
ing the initiative in essence.”(Allen IC Dep, pp. 836-838)

Allen recalls being told at a meeting in Casey’s office on 16 Octo-
ber “that they had gone to sée Admiral Poindexter, he had read
the memo, they had discussed it with him, and . . . that Admiral
Poindexter said he would look at the recommendations and consid-
er them.” Allen says he ‘“did not anticipate that they would take
the memorandum and hand it to Admiral Poindexter.” (Allen
Prelim Inq, pp. 53-54) Allen recalls expressing concern about this
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action and being reassured: “If I'm wrong in this, Colonel North
will never speak to me again. And he [Casey] says, well, we don’t
think it’s that kind of memorandum to find fault. We think it was
a good memorandum.” Allen testifies that he never received any in-
dication “that Colonel North ever read the memorandum,” al-
though Allen suspected North did. (Allen IC Dep, pp. 873-838)

According to Allen’s account of this meeting, Casey believed that
it was “important to get additional data from Mr. Furmark.” Allen
states, “Mr. Casey directed that I meet with Mr. Furmark on 16
October, which I did.” Allen recalls that Casey ‘“called Mr. Fur-
mark while I was there and set up the meeting. He couldn’t get
through to Mr. Furmark immediately, but Mr. Casey called me
back later . . . when I was back in my office, and said that Mr.
Furmark wil meet you at such and such a time and why don’t you
use my office down at the Executive Office Building.” Mr. Allen
gis(a)t)iﬁes that Mr. Gates was at this meeting. (Allen IC Dep, pp. 839-

Gates has never testified regarding a meeting with Casey and
Allen on 16 October. It does not appear on Gates’ calendar, and
Casey’s calendar shows that Casey met with Allen and NE Division
Chief Tom Twetten at 10:45 a.m. Gates’ calendar shows him meet-
ing with the CIA Executive Director at 10:30 and with another CIA
official at 11:15—with no indication whether the 10:30 meeting
ended before then. There is, therefore, no confirmation of Allen’s
statement that Gates was present when Casey asked Allen to meet
with Roy Furmark.

(8) Poindexter Account

Admiral Poindexter’s testimony about meeting with Casey and
Gates generally conforms to the accounts by Gates and Allen,
except with respect to Furmark. Poindexter states:

At some point in October, Director Casey called and
wanted me to stop by his EOB office for a few minutes. I
agreed. Went over. A .

Bob Gates was either in the room or came in shortly
after I got there. Director Casey showed me a memoran-
dum that had been prepared by Mr. Charlie Allen, which,
as I recall it, it was a—essentially a review of the Iranian
project, and reported a conversation with a Mr. Furmark,
and that was probably the first time that Furmark came
to my attention. I conceivably could have heard about it
before. And Mr. Furmark—and I believe these were con-
versations between Mr. Allen and Mr. Furmark, my best
recollection. And Furmark indicated—and I think this was
also the first indication that I had that Khashoggi was in-
volved in the bridge financing for Ghorbanifar, or at least
that was what Furmark was alleging.

He was saying that there had been—there were some
Canadian investors also involved and that they had not
gotten all of the money that they thought was due them
from a prior financial dealing with Mr. Ghorbanifar, and
then there was one paragraph in which Allen reported on.
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Furmark’s (sic?) speculation that some of the money had
been diverted to the contras.

The memoranda went on, as I recall, to recommend that
we form a—essentially a wiseman’s group to develop-—pri-
marily to develop a public affairs plan to be used in our
Iranian operation were exposed. I don’t recall that Direc-
tor Casey called my attention to that paragraph. I read the
whole memo.

I purposely did not raise it with Director Casey. I simply
didn’t want to talk to him about it. And with regard to Mr.
Allen’s recommendation, the Director endorsed that, and I
told him I would think about it, and I believe that was the
end of the meeting.

() Gates Meeting with CIA General Counsel

Gates has been questioned about the decision to go to Admiral
Poindexter and not take Allen’s memo to the Attorney General,
the President’s Intelligence Oversight Board, or the Intelligence
Committees of Congress. Gates explains that this decision was
made after consultation with CIA General Counsel David Doherty.
Gates recalls:

[Blefore we went down to the White House, down to the
meeting, I asked Casey for permission to break the com-
partmentation on this initiative and to bring in CIA Gen-
eral Counsel and brief him on everything I had heard from
Allen and ask him to look into the entire matter and
ensure that at least from our perspective everything was
proper, that there were no problems.

Casey agreed, and I did that. And in the context of that
the General Counsel, in terms of the steps that he recom-
mended to me, they paralleled what in fact we did, which
was to take the information to Poindexter and recommend
that they have White House counsel review it. (Gates IC
Dep, p. 981-982)

Gates testified that he gave Doherty “all the information that I
had that included Allen’s analysis. And I told him then to go look
into it . . . I did not elaborate for him exactly who he should con-
sult. He is the General Counsel, I expected him to know. I gave
him the people who were involved and made sure he knew about
Allen’s analysis, and the concerns Allen had raised and asked him
to look 1nto it to make sure that everythmg we were doing was
proper.”

Gates also testlﬁes, however, that he did not know whether the
General Counsel ever looked at Allen’s memorandum or otherwise
pursued Allen’s speculation about the diversion. (Gates Prelim Inq,
p. 110) In any case, Gates testifies, “it was the General Counsel’s
view . . . that that information should be send down to Admiral
Poindexter, and that we should recommend the White House Coun-
sel look at it. It was not our General Counsel’s recommendation
that I go to the Attorney General, or that it looked like we had a
serious crime here or a problem. and I took his advice.” (1987) DCI
Hrg, pp. 157-158)
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Dohrety’s most recent sworn account of the meeting with Gates
is as follows:

I was briefed by Bob Gates nearly a year after the com-
mencement of the Agency’s involvement in the Iran initia-
tive when operational security problems had developed
that threatened to expose the operation. Bob Gates was
concerned about the Agency’s legal position in the matter
because the Congress had not been briefed on the finding
and the Agency had no copy of the finding in its possession
to establish its authority to participate. He asked my
advise on the legal implications of the Agency’s participa-
tion in the initiative, particularly in light of the fact that
Congress had not been briefed.

He indicated that this was an extremely sensitive activi-
ty and that I should not discuss what he was about to tell
me with anyone. It involved the shipment of arms to Iran
and was related to efforts to free the hostages. The activity

. was being run primarily by the NSC and the Agency was
providing support to it. The Agency interfaced with the
Department of Defense to procure the required weapons
and was then reimbursed. The activity was so sensitive
that the Congress had not been briefed and therefore had
no knowledge of the operation. Even the Agency did not
have a copy of the finding that the President had signed
authorizing the activity. He asked my advice on the
strength of the Agency’s legal position under these circum-
stances.

He also described the operational security concerns that
were threatening exposure of the operation. One concern
had to do with certain middlemen that had been involved
in structuring the transaction and who had not been paid.
They somehow had been shortchanged financially. They
were very unhappy and were threatening to disclose the
operation. The other area of operational concern had to do
with an FBI investigation into the expenditure of certain
funding for humanitarian aid in Central America. In this
connection, the FBI was inquiring into certain activities of
Southern Air Transport (“SAT”’) in Central America. The
operational concern stemmed form the fact that SAT had
been used to ship certain of the arms to Iran. The concern
was that the FBI, in its humanitarian aid investigation of
SAT, could inadvertently stumble into the Iranian initia-
tive. He also mentioned that there was some speculation
or rumor that some of the funds involved in the Iranian
activity could have been sent to Central America. He indi-
cated the Agency heard many rumors and speculation
about funds reaching Central America from various
sources so that the speculation was not unusual, but as far
as the Agency knew the Iranian and Central American ac-
tivities were completely independent from one other.

I asked Bob Gates a number of questions and it ap-
peared from the information provided that the Agency
knew very little about the unhappy middlemen including
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what financial arrangements had been made because the
NSC had made all those arrangements. The same was true
concerning SAT. The Agency did not know the details of
their involvement including whether they were principals
or agents in the transactions. The NSC had made all those
arrangements. My impression at the meeting was the in-
volvement of SAT in the Iranian initiative. I asked Bob -
what the Agency knew about it and he indicated that the
Agency had heard only speculation and rumors, that as far
as Agency had heard only speculation and rumors, that as
far as the Agency knew, the Iranian initiative was com-
pletely independent of Central America and that if any-
thing like that had happened the Agency was not involved
in it. The Agency’s side of the transaction was clean and
all of its funds had been fully accounted for.

The information I received was that the agency had a
very limited perspective on the operation and that all of
the operational concerns stemmed from a part of the
transaction that had been structured by the NSC, which
was controlling the operation. The NSC had dealt with the
people who were causing the concerns. There was no sug-
gestion in any of the information I received that the NSC
itself was engaged in any improper activity. I recommend-
ed to Bob Gates that he bring all of the information about
the operational security concerns including the speculation
to the NSC and recommend that they get their NSC Gen-
eral Counsel and the White House Counsel involved to
assure that the matter was dealt with appropriately. Bob
Gates agreed with that recommendation, and I was later
told that this had been done. I was not asked to pursue the
operational security issues or speculation issue further and
was surprised to learn on November 25 that the Agency
had had further meetings with Furmark. I do not recall re-
ceiving the Allen October 14 memorandum at this meet-
ing. :

I was asked by Bob Gates to consider whether the
Agency was on firm legal footing in its involvement with
the operation. In particular, he wanted my opinion on the
Agency’s responsibility in the absence of notice to Con-
gress and whether the Agency was in a weak legal position
because it did not have a copy of the finding in its posses-
sion. I told him that there was legal authority for delaying
notice under certain extreme circumstances. I asked him
whether the finding contained an explicit directive by the
President not to brief Congress and he said he did not
know. On that issue, I expressed my view that the primary
document that would bear on the Agency’s authority to
participate in the Iranian initiative was the Presidential
finding, the only copy of which he said was at the White
House. I told him that it was very important that I review
the finding as soon as possible. He indicated that he had or
would request a copy and that he would let me know as
g(}gl{)as it arrived. (Doherty response to SSCI questions, 8/
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Asked in earlier testimony why he had not recommended that
Gates report the information to the Attorney General, Doherty
stated: “the information we got here was characterized to me as
complete speculation. It didn’t involve us, which, of course, was my
principal concern. I was satisfied on that point. And it involved ac-
tivities and people that were being dealt with by the NSC. And so
my immediate recommendation to Bob Gates, and he concurred
completely, was that we should bring the . . . matter to the atten-
tion of the NSC and recommend that they get their NSC Counsel
and White House Counsel involved to assure that the matter was
dealt with properly.” (Prelim. Tr. pp. 49-50)

Asked about the General Counsel’s review, Gates states, ‘Thlad
Mr. Doherty recommended that we go to the Attorney General, or
take another course of action, I would have given his advice great
weight and strongly endorsed that recommendation to Mr. Casey. I
requested Mr. Doherty’s legal analysis out of an abundance of cau-
tion to affirm CIA compliance with the law, and I followed his
advice about appropriate steps to take with the information avail-
able to me at the time.” (6/28/91 Response) - :

() Allen-Furmark .'Meetings on 16 and 22 October and 6 November

(1) Allen and Cave Accounts

At Casey’s direction, Allen met with Furmark late in the day of
16 October. Allen’s memo of 17 October to Casey and Gates report-
ing this meeting with Furmark does not mention the diversion, but
does discuss what Furmark had to say about the money still owed
to the investors. According to Allen’s memo, Furmark “stated that
Ghorbanifar is telling the truth about these transactions and insist-
ed that the Iranian entrepreneur has not made any profit off this
- deal . . ."”, but Allen goes on to comment that “we knew that Ghor-
banifar is not to be trusted” and to predict “an exposure of this ac-
tivity in the near future.” (Allen Exhibit 78) Allen says he does not
believe Furmark mentioned the diversion on 16 October; otherwise
Allen “would have recorded it.”” (Allen IC Dep., p. 607)

Allen, accompanied by George Cave, met again with Furmark on
22 October in New York City. Cave prepared a memorandum on
this meeting that was cast in the form of an undated memo from
Director Casey to Admiral Poindexter. Allen’s testimony dates this
memo on 24 October. The memo describes Roy Furmark’s state-
ment regarding the diversion as follows: “Ghorbanifar told Roy and
Khashoggi that he believed the bulk of the original $15 million
price tag was earmarked for Central America. In this regard, Ghor-
banifar told Roy that he was relieved when the $100 million aid to
the Contras was passed by Congress.” (Allen Exhibit 82)

Allen states that, to the best of his recollection, this was the first
time he learned that Furmark believed there had a diversion.
Allen adds, “It came as no great surprise to me that he would
assert that on the 22nd.” (IC Dep., p. 607) Allen recalls that Fur-
mark’s statement about the diversion “left me feeling that indeed
there may be some truth to my speculation of 1 October.” Allen
says he was “left with the impression . . . that Mr. Furmark be-
lieved that perhaps money was diverted.” (Prelim Inq p. 64)
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Allen recalls that he and Cave briefed Director Casey on their
conversations with Furmark at 9:00 on 23 October. (IC Dep p. 605)
According to Allen, they discussed “that this was incredibly sensi-
tive. We needed perhaps to compose only one copy, an original and
a copy, and that we would keep the copy in my office. And the Di-
rector says prepare the memorandum to Poindexter for my signa-
ture.” (IC Dep p. 845) Allen testifies that the briefing of Casey in-
cluded mention of the diversion. (Prelim Inq p. 65) George Cave tes-
tifies that in this meeting Casey did not bring up the diversion. Ac-
cording to Cave, Casey’s “‘great concern” was the public disclosure
of “the whole operation.” (IC Tr, p. 812)

According to Allen, Director Casey did not sign the memoran-
dum to Poindexter that Cave drafted on the basis of the' 22 October
meeting with Furmark, discovering an unsigned copy of memoran-
dum some weeks later. Allen suggests, however, that Casey “may
have conveyed the substance of that memorandum through a tele-
phone [call].” Allen also recalls being told by Casey subsequently
that Casey saw the memo on the 22 October Furmark meeting.
(Prelin Inq pp. 66-67)

Allen testifies that he talked to Oliver North after the meetings

- with Furmark on 16 and 22 October and that George Cave also
talked to North on 23 October about Furmark. Allen recalls North
saying “he wasn’t sure this was a man we could really trust and
for me to take that into consideration, that he had his own agenda
involved and I should not take him at face value. He was very em-
phatic.” (IC Tr, p. 833)
" George Cave testifies that, prior to his meeting Furmark, his
main suspicion was that Khashoggi and Ghorbanifar were trying to
raise cash to cover losses due to an April 1986 sting operation. (IC
Tr., p. 812) But Cave says he saw Allen’s first memo of 14 October
upon returning to the U.S. on October 16 and 17 and ‘“was from
that point on . . . strongly suspicious that something else was
going on beside Ghorbanifar gouging us.” (IC Tr, p. 941) Cave says
the meeting with Furmark on 22 October convinced him that there
must have been a diversion. Cave recalls that he and Allen “had
been suspicious of what was happening on the pricing and the
money and everything for sometime” and that “Furmark pretty
much laid out the whole thing in that Ghorbanifar had told him
the reason for the high price to him, 15 million dollars, was . . .
because the rest of the profits from it were being diverted to the
Contras.” Cave says that “once I heard that from Furmark, I was
from that day, you know, fully aware, I accepted that. It just fit too
much, I mean, because if you read that carefully how they calculat-
ed the pricing and everything, that sounded . . . more like what
they would do.” Cave also states that ‘“‘so many pieces fit together
and Furmark’s explanation was pretty crystal clear. . . Charlie’s
suspicions became extremely strong after he talked to Furmark.”
(C Tr, pp. 936-939)

Allen met again with Furmark on 6 November at Furmark’s re-
quest. By this time the first overseas press report on the Iran initi-
ative had appeared. Allen recalls Furmark telling him that “the
way to salvage this situation” would be if $10 million was paid into
Ghorbanifar’s Swiss bank account. (IC Dep, p. 847) Furmark also
discussed the diversion at greater length, as Allen set out in a
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memorandum of the meeting that he addressed to Casey and Gates
on 7 November. According to this memo, Furmark explained that
certain “Canadian investors” intended to sue “Khashoggi and the
offshore company Lakeside, the firm into which they hid the $11
million to cover the cost of Hawk missile parts,” and that “they in-
tended to implicate in the litigation directly senior levels of the
U.S: Government.” (Allen IC Exhibit 84)

With specific reference to the diversion, Allen’s 7 November
memo states:

The Canadians intend to expose fully the U.S. Govern-
ment’s role in the backchannel arms transactions with
Iran. They believe Lakeside to be a proprietary of the U.S.
Government; they know that former Major General Rich-
ard Secord is heavily involved in managing the arms
transactions to Iran for Oliver L. North, and that Secord is
also involved in assisting North in the support [of] the
Contras in Nicaragua. . . . The Canadians believe that
they have been swindled and that the money paid by Iran
for the arms may have been siphoned off to support the
Contras in Nicaragua. (Allen Exhibit 84)

Allen’s handwritten notes of this meeting include the following
passages: “Paid money to Lakeside—Canadians will claim it is U.s.
proprietary. Secord involved: on handling financing for North—du-
plication of Nicaraguan issue—North-Secord connection. Canadians
believe effort sanctioned by U.S. Govt” and ‘‘Canadians believe
money siphoned off by govt to support Contras.” (Allen Exhibit 83)

During the Iran-Contra investigation, Allen recalled sending his
7 November memo to Casey and Gates and getting no reaction to
it. IC Tr, p. 849) In his recent response to Committee guestions,
Allen recalls discussing the matter with Gates: “I believe Mr.
Gates saw the 7 November 1986 memorandum and recall discuss-
ing it with him. I do not recall, however, the specifics of our con-
versation.” (Allen response to SSCI questions, 7/3/91) Allen also
states:

1 do not recall discussing the Furmark memoranda of 17
October and 23 October with Mr. Gates. I recall Mr. Gates
was out of the country during the last two weeks of Octo-
ber, and I was in Europe and Canada from 24-30 October
on a counter terrorism mission. I recall discussing the 7
November memorandum with Mr. Gates, but I cannot re-
member the substance of that conversation. (Allen re-
sponse to SSCI questions, 7/3/91)

At the confirmation hearings, Allen was asked why he discussed
the 7 November memorandum with Gates, and Allen replied, “I
cannot recall any specifics. I cannot go beyond what my state-
ment—my written statement indicates.” Questioned further, Allen
reaffirmed that he did discuss the memo with Gates, adding, “But I
cannot recall any specifics. There was one sentence [indicated] that
the Canadian backers, I believe, believed that the proceeds from
the sale of arms to Iran had been diverted to support-the contras.
But I do not recall discussing the specifics of our conversation re-
lating to this memorandum.” (9/24/91 morning, pp. 58-59) Allen

48-144 0 ~ 91 - 2
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was asked to speculate why Gates does not recall this conversation,
‘e.g., whether it was not as serious a conversation as the one on Oc-
tober 1 or whether it was something said in passing rather than
with any great emphasis. Allen again replied, “I don’t recall the
specifics of the conversation about the 7 November memorandum. I

can’t add to what I have already given in my statements. I just do
not recall the specifics.” (9/24/91 morning, p. 105) '

(2) Twetten Account

The 7 November Allen memo reached at least one senior official
in the Directorate of Operations. The Chief of Near East Division,
Tom Twetten, to whom Casey had sent a memo regarding his 7 Oc-
tober phone conversation with Furmark, states that he “must
have” seen “memoranda relating to the Furmark conversations”
by 13 November, when Twetten had a meeting with North. (IC Tr,
p. 996) Twetten recalls acting to ensure that the Deputy Director
for Operations, Clair George, got to see “the Furmark memo.” (IC
Tr, p. 991) He also refers to the “anguish” they had “when we got
involved in all the Furmark business.” (IC Tr, p. 1027) Twetten
states that he “was confused” when he first testified about memos
on the Allen meetings with Furmark, but that he thinks he saw
them within a week or ten days after returning to the U.S. from an
overseas trip with Gates on 30 October. Twetten recalls that Casey
gave him one of the Furmark memos referring to the possible di-
version at a meeting in Casey’s office and that another CIA official
showed him a Furmark memo he had acquired from Allen. (IC Tr,
p. 1033-1035) In response to Committee questions, Twetten con-
firms that the memo given him by Casey was Allen’s 7 November
memo. (7/5/91 Response) Casey’s calendar for the post-6 November
peri%d shows meetings with Twetten on 12 November and 13 No-
vember.

Twetten says that after Casey gave him the Furmark memo,
Case’y may have asked him if he was “as concerned as Charlie is on
this,” and he would have said, “Yes, indeed.” Twetten recalls that
his reaction was that “if the allegations were true that that was
really going to be messy, that that was dynamite.” Twetten testi-
fies that he did not focus on North’s role in the diversion, because
he “didn’t put all those pieces together” and “at the same time it
seemed to me inconceivable that North would do that.” (IC Tr, pp.
1187-1139) Twetten also recalls seeing the 14 October Allen memo
before leaving on the trip with Gates. (IC Tr, p. 1033; Prelim Ing, p.

) Twetten also recalls discussing these matters with Gates on
their trip abroad, but Twetten does not recall the specifics of their
conversation. (7/5/91 Response)

(3) Gates’ Knowledge of Allen-Furmark Meetings

With respect to the Allen meetings with Furmark where the di-
version was discussed, Gates says he did not learn of them until
after 25 November and had not read any of the memoranda from
the Furmark meetings or calls. Gates declares at his 1987 DCI con-
firmation hearing, “I did not learn of the later concerns expressed
by the businessman until late in November.” (1987 DCI Confirm, p.
80) This testimony conflicts with Allen’s belief that Gates saw the 7
November memo and that Allen recalls discussing it with Gates.
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In his testimony to the Senate Intelligence Committee’s prelimi-
nary inquiry on 4 December 1987, Gates says that he “may have
received a copy”’ of the memorandum about a meeting with Fur-
mark, but he does not “recall reading it.” Gates also states with
regard to the Allen-Cave meeting with Furmark in New York, “I
may have known about it at the time and forgotten. . . . I have not
read any of the memoranda from the Furmark meeting.” (Prelim
Ing p. 112) Gates also states that he does not recall Allen ever talk-
ing to him about his conversations with Furmark. (Prelim Inq p.
127) Gates says he does recall Casey mentioning Furmark to him
perhaps “half a dozen” times, in the context of “information about
the financial problems associated with . . . the Iranian business.”
(Prelim Inq p. 129) ,

" In contrast to the above statements, Gates declared in a written
response on 23 December 1986 to questions from the House Intelli-
gence Committee:

At the time of the October 17 meeting between Charles
Allen and Roy Furmark, I was on my way to the Middle
East. I returned from the Middle East on 30 October and
learned at some point soon thereafter the general informa-
tion that had been obtained from Mr. Furmark in the
meetings of 17 and 22 October. In fact, I was confused
about precisely what was reported in which meetings until
preparations were undertaken for Congressional testimony
within the last two weeks. I knew only that Furmark had
reported in some detail the unhappiness of Canadian in-
vestors and that he had reported that Ghorbanifar had ex-
pressed the belief that some of the Iranian money was going
to Central America. [Emphasis added.]

By the time I learned this information, all of the Fur-
mark information as well as Mr. Allen’s memorandum had
been passed to Admiral Poindexter with repeated sugges-
tions to have White House Council review the entire un-
dertaking. At that point . . . we still had no information
beyond Allen’s speculation that certain investors might go
public with an accusation of a possible ‘redistribution’ of
funds and Furmark’s reference to Ghorbanifar’s belief . . .

" (Letter to Hamilton. p. 5)

The Committee asked Gates to reconcile the apparent inconsist-
ency between the underscored passage in his 23 December 1986
letter to the House Committee and his subsequent testimony. In re-
sponse, Gates says, “I was unclear myself during this period about
what Mr. Furmark had said and when he said it.” (6/28/91 Re-
sponse, p. 13)

Committee staff interviewed three special assistants who served
Casey and Gates in their joint office suite during 1986 to determine
how Gates could have missed seeing the memoranda on the Allen-
Furmark meetings—especially the 7 November memo addressed to
Casey and Gates with details of the diversion allegations. Two of
the assistants did not specifically recall the memos, but confirmed
that the procedures in the Executive offices were such that the
memoranda in question may have by-passed the official system for
handling correspondence, and been delivered to Casey personally,
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possibly by-passing Gates. (Interviews with Special Assistants, 8/2/
91 and 8/26/91, on file with Committee.) The third and most senior
assistant remembers seeing the 7 November 1986 Allen memo and
believes it was hand-carried by Allen to Casey and not put into the
official system. He recalls that the memo stayed on Casey’s desk
for a long time, that it would not have gone to Gates unless Casey
gave it to him, and that things got lost on Casey’s desk. The senior
assistant said he does not know if it went to Gates and thought it
not implausible that Gates did not see it. He recalls that it was
taken very seriously by Casey and that it would have registered on
anyone who saw the memo—it was not just another piece of paper.
(Interv%ew with Senior Special Assistant, 9/11/91, on file with Com-
mittee.

(8) November Meetings Regarding the Iran Initiative

(1) Gates’ Summary

At his 1987 confirmation hearings, Gates provided the following
summary of what happened in early November: :

I left on an overseas trip on 17 October and did not
return until the 30th. It was during that time that the
New York businessman met with the NIO and passed
along the Iranian intermediary’s belief that some of the
money had been ‘earmarked for Central America.’ I did
not learn of these follow-up conversations with the busi-
nessman until after the Attorney General’s statement on
25 November, and to the best of my recollection I did not
read even a summary of the memorandum reporting what
was said until 3 December. In fact, my unfamiliarity with
these late October conversations required a correction of
the record of my 4 December Senate Select Committee tes-
timony, specifically with respect to when the businessman
said what. I believe that it was when I was traveling, per-
haps after learning of the businessman’s comments on a
possible diversion, that the Director told Admiral Poin-
dexter that Lt. Col. North should get counsel. I don’t know
whether he meant the White House counsel or private
counsel. : . ‘

The DCI and I met with Zédmiral Poindexter on 6 No-.
vember at which time the DEFagain urged the admiral to
have White House counsel review the whole Iranian
project. We continued to urge that a public accounting of
the entire matter be made. :

In additional observations about this period, Gates emphasizes:
“At no point from 1 October to 25 November did I receive any fur-
ther information about a possible diversion of funds.” (1987 DCI
Confirm, pp. 14-15)

- (2) November Meetings with Poindexter

With respect to the 6 November meeting of Casey and Gates with
Poindexter, Gates testifies that it was one of their “regular Thurs-
day evening meetings” held weekly. (Gates’ calendar shows the
meeting at 10:00 a.m.) Gates recalls that the Iran initiative “came
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up only briefly. I believe the Director again urged making it public
and again urged having White House counsel review the NSC’s ac-
tivities, and I'm pretty sure it was at that meeting then that Admi-
ral Poindexter said that he didn’t trust the White House counsel. 1
guess he said I don’t trust Wallison to keep his mouth shut.” (IC
Dep p. 996-7) Gates also says “Poindexter’s response was that he
didn’t trust Wallison to keep his mouth shut about the whole thing
and that he would look to Paul Thompson, who I think, he said
was a lawyer. And Thompson, I think, is military assistance to
Poindexter, or executive assistance.” (Prelim Inq p. 107)

Gates says he is “pretty certain” there was no discussion of the
possible diversion at the 6 November meeting with Poindexter.
Casey and Gates met with Poindexter on 13 November, after the
Iran initiative had been made public, and Gates again recalls no
discussion of the diversion. Gates testifies, “I do not recall the sub-
ject being raised with Poindexter in my presence again after Octo-
ber 15.” (IC Dep. pp. 998-9) Gates also states that, after the 6 No-
vember meeting, there were “at least two meetings between the Di-
rector and I and Poindexter, and I think Poindexter alone, during
our . . . regular weekly meetings in which the subject of the spe-
cial Iran project came up.” Gates says he “can’t remember specifi-
tl:gg)y what was discussed at those meetings.” (Prelim Inq, pp. 107-

Poindexter recalls that “something” about White House counsel
Peter Wallison was mentioned, but is unclear when this occurred:
“Well, I did not want to bring Mr. Wallison into it. I really think
that it was, my best recollection—and I can’t remember who the
conversation was with—but I had a conversation with somebody
about whether to bring Mr. Wallison early on into the Iranian find-
ing. In fact, he came down to see me one day in November and
wanted to be briefed on the whole thing. I refused to do it, and I
conceivably could have commented to somebody after that that I
didn’t really trust Mr. Wallison.” Poindexter says he does not spe-
cifically recall Casey and Gates ever suggesting that the White
house counsel be consulted. (Poindexter IC Dep, pp. 1192-1193)

In his confirmation testimony, Gates cites this as the third of
three instances where he believes, in retrospect, he should have
acted differently. Gates says, “I should have at that point pressed
harder in terms of saying well, if you don’t trust your counsel, the
White House counsel to look at it, maybe you ought to have the
Attorney General look at it or somebody else. I should have pressed
harder.” (9/16/91, afternoon, p. 12) '

Gates’ calendar does not show that he attended the meeting with
Poindexter that appears on Casey’s calendar at 5:50 p.m. on 13 No-
vember with the notation “Adm. Poindexter and Senior congress-
men,; re Iran (Situation Room).” But no directly conflicting meeting
appears on Gates’ calendar at that time. Other White House meet-
ings on Casey’s calendar after 7 November include a meeting with
the President in the Oval Office at 11:30 a.m. on 10 November and
a meeting at 2:00 p.m. on 12 November with “the President, Vice
President, Secretary of State Shultz, Secretary of Defense Wein-
berger, Attorney General Meese, Don Regan, Admiral Poindexter,
and Congressional leadership; re Iran/hostages.”
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(3) Casey Suggestion that North Get Lawyer

With reference to Director Casey’s suggestion that North should
get a lawyer, Gates says he does not think that happened “in my
presence.” Gates recalls that Casey “just mentioned that he had
told North that he ought to get counsel,” and Gates says it was un-
clear “whether he was referring to North talking to the White
House counsel or getting private counsel.” According to Gates,
Casey did not explain whether he thought North had done some-
thing wrong, but Gates had “only an impression—that he thought
that North might have some civil liability growing out of the un-
happy i%vestors, but that’s just a speculation on my part.” (IC Dep,
pp. 997-8) :

Gates also says he thinks Casey told him that the suggestion
North get a lawyer was raised by Casey “the first time he talked to
Poindexter when I was not present.” Gates testifies, “I don’t know
why he said that. Presumably, his belief that if there had been a
diversion of funds that Mr. North had in some way been involved.”
In explaining why Casey would associate North with a diversion of
funds Gates stated:

Mr. North had clearly been a central figure in organiz-
ing and operating the Iranian channel, and he obviously,
or by all accounts—so obvious to these who read the news-
papers—had played a key role in maintaining some con-
tact with the Contra leaders. So I would assume that that
was the basis for the Director’s judgment, but that is pure
speculation on my part.” Gates adds that there were “a
whole series of laws that might have been involved” in the
Iran initiative, and Gates says he is “not sure that [Casey]
would have differentiated out only the diversion issue.”
(Prelim Ingq, p. 116) K ' '

(4) 12 November Meeting with General Counsel, Clair George,
and Tom Twetten :

Then-General Counsel Doherty testifies “that on November 6 or
thereabouts the Agency acquired a copy of the finding, and I recall
- reading the Finding. And I recall then sitting in a meeting in Bob
Gates’ office after I had read the Finding. And Clair George was in
a meeting and Tom Twetten was in thé meeting and they took
probably, again, 2 or 3 minutes and outlined for Bob what our in-
volvement had been in this matter. Dan have heard what they
said, I said: Well, I think the Finding covers all of this and we are
okay. . . .” (Prelim Inq, p. 55) :

Gates’ calendars reflect two separate meeting with the General
Counsel in this period—one on 6 November at 2:00 p.m. after Gates
and Casey had returned from a 10:00 a.m. meeting at the White
House with Admiral Poindexter and another on 12 November at
10:00 a.m. with Doherty, Tom Twetten, and Deputy Director for
Operations Clair George. The calendar says the latter meeting was

“re: Iran” and lasted no longer than a half hour.

- In response to the Committee’s recent questions, Doherty de-
scribes his November meetings with Gates as follows:
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I received a call from Bob Gates’ office on or about No-
vember 8 to the effect that the finding had just arrived.
That same day I went to his office and reviewed the find-
ing. It had a January 1986 date and contained an explicit
directive to the Agency not to brief Congress until so au-
thorized by the President. It also appeared to me that the
Agency’s activities as described to me by Mr. Gates, were
all within the scope of the activities authorized by the
finding. '

A short time after my review of the Presidential finding,
Mr. Gates called me into a meeting in his office. Both
Clair George and Tom T. were in attendance. Bob Gates
asked the D.O. officials to brief us on the Agency’s role in
the Iran initiative. The briefing we received was consistent
with the information previously provided to me by Bob
Gates and indicated that the Agency had played a relative-
ly minor role in supporting an initiative largely controlled
by the NSC. There was no mention of any financial con-
nection between the initiative and Central America, and -
no mention was made of the November 1985 flight that
had taken place. As described to Bob Gates and myself all
of the Agency’s activities in support of the Iranian initia-
tive took place after the finding was signed in January
1986. After the briefing, I commented that it appeared to
me that Agency’s activities were all within the scope of
the activities authorized by the finding.

After that meeting, I asked my counsel to the D.O. to
obtain more detail from the D.O. as to its participation in
the Iranian initiative (that effort resulted in the D.O. sub-
sequently acknowledging that a November 1985 flight had
taken place prior to the January 1986 finding). Almost si-
multaneous with this effort, it became apparent that the
operation would be exposed and numerous people in the

- Agency were assigned various responsibilities under the
general oversight of Bob Gates in preparation for briefings
of the Congressional Committees. (Doherty response to
SSCI questions, 8/5/91)

Asked specifically about the 12 November meeting with Doherty,
Twetten, and Clair George, Gates says, “I do not recall anything
about the meeting.” (6/28/91 Response) Twetten states, “l cannot
recall this meeting.” (7/5/91 Response)

(6) Gates’ Assessment of His Own Actions
At his 1991 confirmation hearings, Gates conceded:

[In retrospect, I should have taken more seriously after
the 1st of October, 1986, the possibility of impropriety or
even wrong-doing in the government, and pursued this
possibility more aggressively. I should have pressed the
issue of a possible diversion more strenuously with Direc-
tor Casey and Admiral Poindexter. Instead, I contented
myself with taking the information I had received to Casey
and Poindexter, as well as to the CIA’s General Counsel,
and then did not follow up after returning from overseas.
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Second, I should have been more skeptical about what I
was told. I should have asked more questions and I should
have been less satisfied with the answers I received, espe-
cially from Director Casey . . .

At the same time, I believe that the actions I took were
well-intentioned and honest . . . Clearly, if I could relive
October, 1986, perhaps part of November, I would do cer-
tain things differently and I believe better . . . (Gates, 9/
16/91, morning, p. 121) :

- Asked to specify where he would have pressed harder or done
things differently, Gates cited three examples that have been dis-
cussed in context earlier:

(1) North’s “cryptic remark about Swiss bank accounts and the
contras” made at the luncheon on October 9, 1986. Gates said that
while he had raised it with Casey afterwards, “in retrospect that’s
the first instance where I believe if I had the opportunity to do it
over again, I would have pressed him harder and said, well, now,
no, let’s think about this. Maybe there’s a real problem here.”

(2) Sharing Allen’s memorandum of October 14th with Admiral
Poindexter. Gates said “I should have drawn Admiral Poindexter’s
attention to the specific reference in the Allen memorandum to the
possibility that if Mr. Ghorbanifar wasn’t paid his money one of
the allegations he might make against the United States was that
the money was going to other projects of the United States and the
Government of Israel. I did not push him on that.”

(3) Poindexter’s reaction to Casey’s suggestion on November 6,
1986, that he did not trust the White House Counsel to review the
Iran operation. Gates said, “I should have at that point pressed
harder in terms of saying well, if you don’t trust your counsel, the
White House counsel to look at it, maybe you ought to have the
Attorney General look at it or somebody else. I should have pressed
harder.” (Gates, 9/16/91, afternoon, p. 11-12)

In subsequent questioning, Gates also conceded that he had
failed to obtain the reaction of other DO officers who may have
been in positions to shed light on Allen’s speculation: Clair George,
Alan Fiers, the LA Division Chief, and Tom Twetten. According to
Gates, “This is one of those areas where I think if I had pursued
this more aggressively that those would have been the natural
people to talk to. As it was, I was content . . . to pass the informa-
tion that I had on to Mr. Casey . . . I acknowledge that I should
have done more, but I think I was not just sitting around contem-
plating the matter. There were many other things going on at the
time.” (Gates, 9/16/91, afternoon, pp. 26-27) '

-At his 1987 DCI confirmation hearings, Gates had offered the fol-
lowing assessment: ‘

I certainly have thought a great deal about what tran-
spired in October and November. And frankly under those
‘circumstances, I think were I to confront similar cir-
cumstances, I would be more aggressive in pursuing the
issues . . .
I think in light of this experience of the last few months
and all that has flowed from it, I certainly do wish that I
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had launched a more intensive investigation at that time.
(Gates, 1987 DCI Confirm, pp. 101, 132)

In his closing statement at the 1991 confirmation hearings, Gates
declared that he would institute new procedures as DCI to improve
the handling by CIA officials of information indicating possible
wrongdoing:

... as I have gone through these hearings, a further
lesson of Iran-Contra for CIA has come through to me.
Throughout October and November 1986 different aspects,
suspicions, speculation about Iran-Contra were known at
very different levels of detail in CIA. Information was con-
veyed in informal settings almost in passing. What little
written information existed was hedged or incomplete.
Some believed they had discharged their responsibility by
informing their superiors like me, however briefly or sum-
marily. And those of us—me—at a senior level did not
know the full weight of the available information.

In this connection, just as I would worry that inadequate
coordination and sharing of information might cause CIA
to miss an important development abroad, I believe we
need further safeguards when it comes to recognizing and
acting upon intelligence information raising suspicion of
possibility of illegal activities outside of CIA. . . .

While by statute CIA is not a law enforcement agency, 1
think we have to act conscientiously when information of
concern comes to us. Accordingly, if I am confirmed, one of
my first acts will be to issue an employee notice that all
must be alert to the possibility of illegal actions by others
outside of CIA as well as CIA officers. And that any suspi-
cion of such action should be reported in writing to the Di-
rector with copies to the General Counsel and the statuto-
ry Inspector General- for their review and action. They—
the General Counsel and the statutory Inspector General—
would then be directed to report to the DCI action taken
or recommended. (10/4/91, pp. 168-169) .

II. GATES' INVOLVEMENT IN INTELLIGENCE ESTIMATES ON IRAN AND
HIS KNOWLEDGE OF THE IRAN ARMS SALES UNTIL OCTOBER 1, 1986

During 1985 and until April 1986, Gates was Deputy Director for
Intelligence, responsible for CIA intelligence analysis ‘and produc-
tion. He also chaired the National Intelligence Council (NIC),
which is the senior analytical group through which the U.S. Intelli-
gence Community’s National Intelligence Estimates (NIEs) are de-
veloped and prepared. In these capacities, Gates had overall re-
sponsibility for. the national intelligence estimates produced on
Iran, as well as responsibility for preparing the intelligence given
to Iran under the January 17, 1986 presidential finding.

In April, 1986, after confirmation hearings before this Commit-
tee, he was sworn in as Deputy Director for Central Intelligence
(DDCD. In this capacity, he gained responsibility, in conjunction
with the DCI himself, for all CIA collection and analysis. He also
gained access at that time to sensitive, highly reliable intelligence
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information on the Iran arms sales that had been collected since
September 1985.

(1) Gt;tes’ Involvement in the 1985-86 Intelligence Estimates on Iran

(a) May 1985 Fuller Memoranda and the Estimate on Iran

On May 7, 1985, Graham Fuller, the CIA’s National Intelligence
Officer (NIO) for the Near East and South Asia circulated a memo-
randum to Deputy Director McMahon, with copies sent to Director
Casey, Gates and others in the CIA, which set forth his concerns
about the situation in Iran. As Gates recalled at the confirmation
hearings:

[H]e was concerned by the DI, the Directorate of Intelli- ,
gence paper that had been done in March of 1985 about
the growing possibility of instability in Iran even before
the death of the Ayatollah Khomeini. I think he saw that
there was some evidence that the Iranians were interested
“for a variety of reasons in trying to improve their relation-
ship with the Soviet Union. What he laid out [in the May
7th memo] was that these events, developments, created
the circumstances that the Soviets might be able to take
advantage of Iranian difficulties . . .

There were five or six alternatives he laid out. One of
them was that the arms relationship and Iran’s difficulty
in getting arms compared to the Iragis, created an oppor-
tunity for the Soviets, if they chose to sell the Iranians
weapons. And that one possibility [for dealing with this sit-
uation] would be that perhaps we should have the—loosen
up so that the West Europeans . . . perhaps [could be] al-
lowed to see weapons that would not have any strategic
effect on the outcome of the war. (Gates, 10/4/ 91, morning,
pp. 87-88) '

[Note: In the second paragraph quoted above, Gates ap-
pears to be confusing the May 7 memo with a later memo
prepared by Fuller on May 21. The May 7 memo lists only
one option, and simply posits that “modest improvements
in Iranian military capabilities—especially long-range
ones;]-would not seem to decisively affect the present
war. :

According to the report of the Tower Board, after National Secu-
rity Advisor Robert McFarlane received a briefing on May 14th
concerning Israeli plans to sell limited quantities of ammunition to
Iran, he requested that the NSC staff have CIA revise and update
its intelligence estimate on Iran. Donald Fortier, then the NSC
staff’s senior director for political-military affairs, turned for help
to CIA’s Fuller, who was in regular contact with the NSC staff and
whose views on Iran were known. (Tower Board report, p. B-6)
Thus, NSC staff member Howard Teicher later-testified that, “In
the course of some discussions that I had with Graham Fuller in

April of 1985, . . . Graham and I considered other possible courses
of action that might help us cope with what we saw as a declining
situation in Iran. . . . One suggestion that Graham developed, and

which was subsequently codified in a memo from Graham Fuller to
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the Director of Central Intelligence on May 17, 1985, and provided
to me and several others, included the suggestion . . . that the U.S.
should reconsider its policy of preventing any and all arms from
making their way to Iran. (87-0057, pp. 10-11)

Thus, on May 17, 1985, after the drafting of the revised estimate
had been set in motion, NIO Fuller submitted a similar memoran-
dum to Director Casey, with copies sent to McMahon, Gates, and
other CIA officials, two NSC staff members, and three State De-
partment officials, in which he argued that the Khomeini regime
was faltering and that Iran would attempt to establish better ties
with the Soviet Union. The May 17 memorandum argued that to
offset growing Soviet inroads to Iran, the U.S. should remove all
restrictions and encourage its allies to sell arms to Iran as a means
of establishing Western influence. Fuller later testified that Gates
had had nothing to do with his writing this memorandum. (Fuller,
10/2/91, afternoon, p. 89)

On May 30, 1985, the CIA issued a revision of its basic estimate
of Iran which largely corresponded to Fuller’s views, stressing the -
competition with the Soviets for Iran’s favor. This estimate’s pre-
ferred course was indirect influence through U.S. allies to help pro-
tect Western interests and it envisioned the provision of arms to
Iran to blunt Soviet influence.

In his letter to the Committee of March 2, 1987, Gates had
stated: “There were no dissents to the Estimate from any agency.
The independence and integrity of the intelligence process were
preserved throughout.”

At his 1991 confirmation hearings, Gates elaborated on this proc-
ess, stating that the CIA May 30 estimate had been the “direct out-
growth” of an assessment written by a CIA analyst in March, 1985
‘which had noted various Iranian efforts to acquire Soviet weapons
for its war against Iraq. According to Gates, when the estimate was
considered at the final interagency review, the sole objection to the
estimate was- raised by the State Department and concerned, not
the potential for Soviet inroads into Iran, but rather an objection
that the estimate had overstated the seriousness of the internal sit-
uation in Iran. (Gates, 9/17/91, morning, p. 82)

According to Gates, the text of the estimate was changed at the
meeting to accommodate the State Department objection, but the
State representative was “a second- or third-level official who basi-
cally had instructions and no flexibility [to accept the change as
satisfying the objection).” (Gates, 10/3/91, morning, pp. 90-91)
Thus, Director Casey told State to “take your footnote,” i.e. express
your objection on this point in a footnote. Gates said that after-
wards, at some point:

I apparently called Ambassador Abramowitz (Director of
the State Department’s Bureau of Intelligence and Re-
search) and talked him out of the footnote. My view was
that . . . the change made in the estimate was sufficient
that the footnote was kind of pointless . . . it did not add to
the policymakers’ knowledge on this matter . . . I felt that
the view that they had, as they had written their footnote,
really didn’t represent an alternative view . . . Normally,
my practice was to encourage footnotes, although I did, on
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occasion, call people to try and discourage footnotes that I
thought were frivolous, or did not help the policymakers’
understsanding of the problem. (Gates, 9/17/91, morning,
pp. 83-84)

* * * * *

The differences [with the estimate] were so scant that I
called Mort Abramowitz and I said, look, take a look at
this footnote . . . in essence I tried ‘to persuade him that
there was really no difference there . . . Mort’s no patsy.
So to persuade him I must have made a fairly compelling
case. But it sure wasn’t that we don’t want any dissents or
g{)e S()i{))n’t want anything else. (Gates, 10/3/91, morning, pp.

Gates also said he later learned that some CIA analysts had dis-
agreed with the estimate in terms of the “potential for Soviet
achievement” in Iran, but “they were not excluded from involve-
ment in the estimate. They simply did not have their views accept-
ed. And for reasons that are not clear to me, those analysts did not
come to me, they did not go to their immediate supervisor, the Di-
rector of Soviet Analysis, to protest their view were not being
taken fully into account by the National Intelligence Officer.”
(Gates, 9/17/91, morning, pp. 82-83)

In his account of this process at the confirmation hearings,
Fuller testified that he had been unhappy with, and had rewritten,
the portion of the Iran estimate prepared by the CIA Office of
Soviet Analysis (SOVA) which “dismissed the possibility that the
USSR would even seek to take advantage of the desperate arms -
need in Iran.” According to Fuller, he took the rewritten estimate
up with Gates to make him aware that he may be getting objec-
tions from SOVA, and Gates informally approved the changes
Fuller had made. Fuller said that he cited Gates’ approval for his
changes at a subsequent interagency meeting to review the esti-
mate. (Fuller, 10/1/91, afternoon, pp. 6-8)

Fuller conceded that SOVA analysts at this meeting undoubtedly -
viewed his citing Gates as having approved his changes as “stack-
ing the deck” against them, but pointed out they retained the right
to take their objections to Gates through CIA channels if they
-chose to do so. Nonetheless, under questioning, Fuller conceded
that, in retrospect, his actions had not been “wise:”

That [citing Gates’ approval] was a form of hard ball,
and I apologize for it if it was meant to have a chilling in-
fluence . . . It would have perhaps been much wiser for me
to have allowed them to pursue it through their own chan-
nels . . . rather than telling them in advance. (Fuller, 10/
2/91, morning, pp. 99, 102) )

Fuller testified that Gates did. not ‘ask or direct him to tell the
analysts assembled at the meeting of his position, nor was Gates
aware that he (Fuller) had invoked his name at this meeting.
(Fuller, 10/2/91, morning, p. 101)

In any case, the extent to which the May 1985°'CIA estimate may
have provided the justification for the subsequent arms sales to
Iran remains unclear. At his February 1987 confirmation hearings,
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Gates testified that at the time the estimate was written neither he
nor Fuller “had any knowledge of the discussions that were going
on in the policy arena about an opening to Iran.” (SSCI, 2/17/87,
pp. 63) Fuller also testified that he was unaware of the arms sales
to Iran, and could not say whether or to what extent his analysis
had served the Administration’s purposes in this regard. (Fuller,
10/1/91, afternoon, p. 12) The draft NSDD on Iran prepared in
June 1985 incorporated Fuller’s preferred option of encouraging
allied arms sales to Iran, but was ultimately dropped in the face of
strong dissents from Secretaries Shultz and Weinberger. Presiden-
tial approval for such arms sales by Israel, which was undertaken
without benefit of any interagency consensus, did not occur until
several weeks later.

In testimony before the Senate Foreign Relations Committee in
January, 1987, however, Gates testified that “it is our understand-
ing that [the threat of Soviet inroads into Iran] was, in fact, one of
the animating factors for the Administration’s initiative.” (Quoted
at 1991 confirmation hearings, 10/1/91, p. 103)

When asked about this testimony at his 1991 hearings, Gates tes-
tified that his statement before the Senate Foreign Relations Com-
mittee in January, 1987, was merely ‘“reflecting the Administra-
tion’s views” at the time. In retrospect, said Gates, while there was
“probably a mix of motives . . . In the back of people’s minds . . .
was the thought that there would be some political benefit in an
opening to Iran . . . After all of the investigations and all the work
that’s been done on Iran-contra, I believe the primary motive was
to get the hostages out.” (Gates, 10/4/91, p. 105)

The Tower Board raised a different concern with the CIA esti-
mate, finding that the involvement of the NSC staff in the process
called into question ‘“the integrity and objectivity of the intelli-
gence process:”’

- The NSC staff was actively involved in the preparation
of the May 20, [sic) 1985, update to the Special National
Intelligence Estimate on Iran. It is a matter for concern if
this involvement and the strong views of NSC staff mem-
bers were allowed to influence the intelligence judgments
contained in the update. It is also of concern that the
update contained the hint that the United States should
change its existing policy and encourage its allies to pro-
vide arms to Iran. It is critical that the line between intel-
ligence and advocacy of a particular policy be preserved if
intelligence is to retain its integrity and perform its proper
function. In this instance, the CIA came close enough to
the line to warrant concern. (Tower Report, p. V-6)

The Tower Board’s comments were based in part on a May 28,
1985, PROF note from Don Fortier to National Security Advisor
Bud McFarlane that stated: “We also just got a bootleg copy.of the
draft SNIE. We worked closely with Graham Fuller on the ap-
proach, and I think it really is one of the best yet.” The PROF note
went on to express Fortier's support for “the Israeli option.”
(Tower Report, p. B-8)

Gates, in a letter to the Committee dated March 2, 1987, denied
that the NSC staff had any role in drafting the May 30 estimate or
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that it was allowed to participate in the interagency coordination
of the draft. (Quoted in Gates’ response to Committee interrogato-
ries, 6/28/91, p. 48) Fuller also has denied any involvement by the
NSC staff in the preparation and coordination of the May 20 esti-
mate (Fuller memo to the Acting DCI, 27 February 1987, NIC
00876-87, on file with the Committee). ‘

(b) August 1985 Fuller Memorandum

The Fuller memorandum of 27 February 1987, cited above, also
makes reference to a memorandum Fuller had drafted which had
gone to the DCI “by September of that year” (1985), which stated,
in essence, that events in Iran were gradually moving away from
the chaotic conditions foreseen in the May SNIE.

In his written responses to the Committee, Gates stated that this
probably referred to an August 23rd memorandum which Fuller
prepared for the DCI entitled “Toward a Policy on Iran.” Gates did
not have a specific recollection of the memo and played no personal
role in making others aware of it, saying he would have left this to
Full5e§' 5htii)mself. (Gates response to SSCI interrogatories, 6/28/91,
PP: 99—¢

(c) February 1986 Estimate

In February of 1986, CIA produced another estimate on Iran in
essence reversing the position taken in the May, 1985 estimate,
concluding the Soviets were not gaining influence into Iran.
Graham Fuller, in his testimony at the 1991 confirmation hearings,
stated that this only amounted to “going back in retrospect and
recognizing that some of our concerns had not been borne out,”
rather than suggesting the earlier estimate had been “wrong.”
(Fuller, 10/1/91, afternoon, p. 10) .

In any event, at his 1987 confirmation hearings, Gates was asked
why, as Deputy Director for Intelligence, he did not use this new
estimate to question the basis for the Iran initiative. He replied:

It’s never been clear to me just how significant the role

played by either of the estimates or the NIO’s [May 1985]

_ paper was in the initiation of the policy with respect to

Iran. It seemed to me that the premise which underpinned

the policy did not change and that is the importance of es-

tablishing some sort of a dialogue with Iran in the hope of
having some sort of a future relationship.” A

* *® * * *

It seemed. to me that the concerns with respect to the
strategic importance of Iran, the likelihood at some point
that the Soviets would attempt to exercise influence in
Iran and establish a position there remain valid even if
they didn’t do so within the very short time frame of the
estimate involved. (February 17, 1987, p. 63)

(2) Gates’ Knowledge of the Iran Arms Sales and Role in Implemen-
tation of the January 17, 1986 Finding

As Deputy Director for Intelligence (DDI), Gates learned in De-
cember, 1985 that a presidential finding had been signed retroac-
tively authorizing CIA assistance to a flight which carried arms
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from Israel to Iran in November, 1985. He also was advised in late
January, 1986 that another presidential finding had been signed
which authorized arms sales to Iran and provided authority to
share intelligence with Iran. Subsequently he was charged with
preparing the intelligence which was provided. Until he assumed
the position of Deputy DCI in April, 1986, Gates’ received periodic
briefings on the progress of the Iran operation. .

At his confirmation hearings in April, 1986, Gates made no men-
tion of the Iran findings but was asked no question that would
have elicited such information. He did, however, provide certain as-
surances with respect to reporting information to Congress and to
his involvement in the operations of the Agency.

After becoming DDCI in April, 1986, he continued to receive
briefings on the Iran operation, some of which took place in meet-
ings at the White House, and was added to the list of senior offi-
cials to receive special intelligence reports regarding the operation.

(a) December 5, 1985 Meeting

In his previous testimony before the SSCI, Gates stated that his
first involvement with the Iran project occurred on December 5,
1985 when he attended a meeting in John McMahon's office at
CIA, apparently to prepare McMahon for a meeting he was sched-
uled to attend on December 7th. (SSCI, 2/87, pp. 12, 45)

‘In his testimony before the Iran-Contra committees, however,
fmﬁngr Deputy Director for Operations at CIA, Clair George, re-
called:

In September of ’85, Bill Casey had me, John McMahon,
Bob Gates in his office, and Bill Casey said, “I've just had
a strange meeting in the White House. Bud McFarlane in-
forms me that the Israelis have approached them, the Is-
raelis have established a contact with Iranian interests,
and these contacts could lead to an opening of a dialogue
with certain Iranians and to release of the hostages. But
the Israelis have one demand: CIA not be informed.” And
there was a twinkle in Casey’s eye and he said, “I wonder
what in hell this is all about.” (Clair George testimony, 8/
6/817, p. 214)

Mr. Gates has stated that he does not recall this meeting. (Gates
response to SSCI interrogatories, 6/91, p. 39) In testimony at the
confirmation hearings, Mr. McMahon also did not recall the meet-
ing alluded to by George, nor whether Mr. Gates participated in
such a meeting. (McMahon, 9/19/91, p. 19)

Mr. Gates also indicated in response to questioning at his 1987
DCI confirmation hearing (p. 45) that he was not aware in Septem- -
ber, 1985, that the NIO for Counterterrorism Charles Allen, who,
at that time, reported directly to Gates as Chairman of the Nation-
al Intelligence Council (NIC), had been tasked by LTC North to co-
ordinate intelligence collection concerning Iran as part of a US.
effort involving the hostages. Mr. Gates has stated that he “cannot
pinpoint a specific time.” when he first became aware that Mr.
Allen had been tasked by LTC North to coordinate intelligence col-
- lection. (Gates response to SSCI interrogatories, 6/91, pp. 39-40)



48

At the confirmation hearings, Allen confirmed that North has
specifically requested that the special intelligence not go to Gates,
and that Director Casey had approved this request:

He [North] delineated it over a secure telephone that it
had to be kept to the Director, Deputy Director. He had no
objection [to] it being shown to the DDO at the time. He
did not want it shown to the DDI [Mr. Gates] . . . I
told this to Mr. Casey and he affirmed that that was ap-
propriate procedure because he viewed that period, as es-

77" “sentially totally controlled by the White House . . . (Allen,
9/24/91, morning, p. 89)

In any case, at the December 5, 1985 meeting in McMahon’s
office, Gates heard for the first time that CIA had earlier provided
assistance to the NSC in terms of arranging for an aircraft to fly
from Tel Aviv to Tehran, and that there may be requests for fur-
ther assistance. He also learned that a finding had been signed.
Gates described the meeting as follows:

My first, partial involvement in the Iranian project
began on 5 December 1985 when I was asked to attend a
meeting in the office of the Deputy Director of Central In-
telligence, John McMahon. I attended in my capacity as
Deputy Director for Intelligence. There were representa-
tives at the meeting from both the analytical and oper-
ational elements of the Agency. According to notes taken
by the DDCI’s assistant, Mr. McMahon asked a series of
substantive questions about factionalism in Iran, the Iran-
Iraq military balance, Iranian tank strength, whether the
Iranians were seeking spare parts to deal with Soviet
BEAR aircraft purportedly flying along the Iran/Iraq
border, and he asked for a biography of a senior Iranian
military official. Those of us from the analytical side an-
swered some of his questions on the spot and went back to .
him with answers on the rest either that afternoon or the
next day, while we were still in the room, Mr. McMahon
asked several questions of the operational officers present
and there were references to a flight that had taken place
a few days earlier, that there were to be other flights and
some . further discussion of flights. McMahon was told that
a finding had been signed. I was unaware of the context,
but this was the first indication I had that the U.S. was
involved in some way in arrangements related to Iran.

In an exchange at his 1987 confirmation hearings, Mr. Gates was
asked whether he had had any role in the development of the Find-
ing he learned about at the meeting. Gates responded: :

I had no role whatsoever. In fact when we met in Mr.
McMahon’s office on the 5th of December without any
background, he asked those of us from the analysis side
several substantive questions about what was going on in
Iran . . . We answered those questions, those of us from
the analytical side. And then there were some references
to a plane that had flown a week or so before. We didn’t
know what that plane was or anything about it, but there
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was discussion with the operational people in the room
about the fact that there were likely to be other such
planes. As I recall, McMahon asked one of the operations
people if the Finding had been signed, further unspecified,
and the operations fellow said it was signed. I'm told that .
it has been signed. (SSCI 2/17/87, p. 49)

(b) 17 January Finding and the Passage of CIA Intelligence to
Iranians

Director Casey and General Counsel Sporkin were deeply in-
volved in preparing drafts of what became the Finding of January
17, 1986. Although not involved himself in this process, Gates re-
calls that, in late December 1985 or early January 1986, White
House lawyers were having trouble with the ‘“retroactive lan-
guage” in the Finding and that a new Finding had been signed on
January 17, 1986. The finding authorized, among other things, the
provision of intelligence to Iran, and provided that Congress not be
notified of its existence.

Gates later recounted when he first learned that intelligence was
to be transferred to Iran:

On January 24, 1986 I was called to Mr. McMahon’s
office and told that at NSC direction we were to prepare
some intelligence materials on Iraqg to be provided to the
Iranians I objected, stating that we were concerned about
the Iraqi military situation and that I considered this a
very dangerous thing to do. Qur objections were overruled,

I understood at the time, by Admiral Poindexter. We sub-
sequently prepared information on a segment of the border
well away from principal battle areas and where there was
little military activity in order to minimize the value of
gl%e) information to the Iranians. (SSCI interrogatories, 2/

As the record shows, Gates met with LTC North, McMahon, and
Twetten on January 24, 1986 to review the intelligence developed
at CIA to be provided the Iranians at the next meeting. McMahon
had seen Poindexter earlier in the afternoon and had raised serious
objection to providing the intelligence. His objections were over-
ruled by Poindexter. These objections were reiterated by both
McMahon and Gates later to North. Later in the day, McMahon
cabled Casey who was abroad, recounting his objections to the
White House both with respect to the provision of intelligence and
more generally to the Iran initiative. The message also said there
was serious concern with the involvement of Ghorbanifar as an in-
termediary.

Pertinent portions of the January 24, 1986 McMahon cable to
Casey are as follows: :

Subject: Present Status In Saga Regarding The Movement
Of TOW Missiles. .. _. : ‘
1. A new dimension has been added to this program as a
result of a meeting held in London between North and
Ghorbanifar. We have been asked to provide a map depict-

ing the order of battle on the Iran/Iraq border . . .
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3. Everyone here at headquarters advises against this
operation not only because we feel the principal involved
is a liar and has a record of deceit, but secondly, we would
be aiding and abetting the wrong people. I met with Poin-
dexter this afternoon to appeal his direction that we pro-
vide this intelligence, pointing out not only the fragility in
the ability of the principal to deliver, but also the fact that
we were tilting in a direction which could cause the Irani-
ans to have a successful offense against the Iragis with cat-
aclysmic results. I noted that providing defensive missiles
was one thing but when we provide intelligence on the
order of battle, we are giving the Iranians the wherewithal
for offensive action.

4. Poindexter did not dispute our rationale or our analy-
sis, but insisted that it was an opportunity that should be
explored. He felt that by doing it in steps the most we
could lose if it did not reach fulfillment would be 1,000
TOWs and a map of order of battle which is perishable
anyway. . . . : :

6. I have read the signed Finding dated 17 January 1986
which gives us the authority to do what the NSC is now
asking. Hence, in spite of our counsel to the contrary, we
are proceeding to follow out orders as so authorized in the
Finding. :

Gates has stated that he “played no role in drafting Mr. McMa-
hon’s cable to Mr. Casey; however, I agreed completely with the po-
sition Mr. McMahon set forth, and I believe that my earlier discus-
sion with Mr. McMahon on this topic had some influence on the
views he expressed to Mr. Casey. I do not think I saw this cable
until the Agency began to gather material for the Select Commit-
tee in connection with its investigation.” (Gates response to SSCI
interrogatories, 6/91, p. 40)

At the confirmation hearings, McMahon testified that “Bob com-
miserated with me on this [the finding] because he didn’t like this
operation or the thought of it at all. We just didn’t think it had
any future . . . [H]e and I were one mind on this, and when I sent
Bill Casey that cable . . . on the 24th of January, I had Bob Gates
in mind when I said, everyone here in headquarters thinks this is a
lousy idea.” (MaMahon, 9/19/91, p. 19-20) '

Asked why the objections of McMahon and himself were not con-
sidered when the January 17 Finding was being drafted, Gates re-
sponded that they had not been consulted prior to the Finding
being drafted. (Gates responses, 6/28/91, p. 40)

Indeed, in questioning at his 1987 confirmation hearing, Gates
was asked in retrospect to assess the January 17th finding, given
the quality of the personnel that the U.S. would be relying upon,
Israeli motivations and interests, weighing the risks of exposure of
such a program and analyzing the consequences flowing from the
exposure itself, and the reliance on third parties in the transfer.
Gates answered that in retrospect, in light of all these factors relat-
ing to the Finding, “I would have probably recommended against
it.” (SSCI 2/17/817, p. 50) v
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Asked at the 1991 confirmation hearings why he made no fur-
ther efforts to stop the operation, Gates replied:

The President of the United States made the decision to
sell arms for hostages . . . It was his decision . . . It was
a policy decision that was protested by the Secretary of
State and the Secretary of Defense and the Acting Direc-
tor of Central Intelligence . . . The President decided to
go forward. It seems to me that it is not the role of CIA to
question the policy decision ... it was not up to
me . . . to question the policy decision that the President
had made. (Gates, 9/17/91, morning, p. 17)

John McMahon, when asked whether he or Gates could have
done anything else to stop the operation, replied: “No . . . when
you have assurances that the Attorney General said it was legal,
when you have a Presidential directive . . . we have little choice
but either do it or resign.” (McMahon, 9/19/91, p. 24)

In any event, following the initial January 24th transfer of intel-
- ligence pursuant to the January 17th Finding, there were three
other instances where intelligence was passed. In his written re-
sponse to a 1987 SSCI questionnaire, Gates described these in a re-
sponse which has subsequently been redacted for public release:

On 19 February, we provided additional maps [deleted]
of Iraqi disposition in the central border area, very near
the area in the central sector on which the information
was provided in January. The Iranian interlocutors told us
at that time that they wanted information on the Soviets.

We were asked in March to prepare a briefing on
the Soviet [deleted]. This material was taken to
Tehran by the McFarlane mission.

In late September, the NSC switched to a new Irani-
an contact, who expressed interest in intelligence on
Iraq and asked for many details on the Iraqi disposi-
tion of forces. In response to the NSC request, CIA
prepared one annotated map and talking points on the
general locations of Iraqi units. We also provided
copies of commercially available maps identical to the
ones provided by the U.S. government to Iran 15 years
before.

With regard to my reaction to the continued passage of
intelligence on Iraq, and what actions I took when I
learned on these incidents, I knew of the instances in Jan-
uary, February, and May. While I learned in the Fall that
another set of materials was to be prepared for the Irani-
ans, I did not know when that exchange was to take place
and I did not see that set of materials until early Decem-
ber. I also said in January 1986 that the only part of the
passage of intelligence to Iran I felt had merit was that on
Soviet {deleted].

In sum, we consistently objected to the passage of intelli-
gence on Iraq to Iran and expressed concerns, which were
overruled by the NSC. All along we tried to scale back the
requests for such intelligence  while warning that there
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could be demonstrable results on the battlefield from the
passage of too much detail. Even while complying with the
requests, at the front of our minds was the need to deny
the kind and level of information that could make a strate-
gic difference in the war.

(c) Additional Involvement as Deputy Director for Intelligence
until April 1986

Subsequent to the preparation of the first intelligence package of
January, 1986, Gates, then DDI, continued to have meetings con-
cerning the Iran project.

On January 29, 1986, Gates met with Charlie Allen and received
a memorandum for record (MFR) of Allen’s January 13 meeting
with Ghorbanifar. The memo covered U.S. hostages and provided
some background on November 1985 shipment of HAWK missiles.

In February, 1986, Gates saw ‘‘a scenario paper’ produced by
North which set forth his view of the denounement of the arms
sales with Iran which would result in the release of American hos-
tages. He was also briefed by NIO Charles Allen on his meetings
with Ghorbanifar. Specifically, on February 18, 1986, Gates met
Allen and received another MFR regarding Allen’s meeting with
Ghorbanifar. At this meeting, Gates saw material on alleged ter-
rorists supplied by Ghorbanifar. Also, on February 20, 1986, Gates
was on the distribution list for another Allen MFR relating to
‘Ghorbanifar and recommending “we begin to work with the sub-
ject.”

The record also shows that Gates was involved in two meetings
in March involving the preparation of the second intelligence pack-
age to be provided for the McFarlane mission to Tehran in May.
The first was on March 3, 1986 when Gates asked the Director of
Soviet Analysis to prepare a briefing package on Soviet matters for
passage to Iranian authorities. The second meeting was on March
10, 1986, when he met with the CIA’s Director of Soviet Analysis
and George Cave to review this briefing package.

In April, 1986, Gates also received one of two updates on the Iran
talks from Allen and/or Tom Twetten, Chief of the Near East Divi-
sion. On April 16, 1986, Gates may have been updated on talks
taking place with Iranian officials by Tom Twetten.

(d) April 1986 DDCI Confirmation Hearing

~ In April, 1986, Gates was nominated to be Deputy Director of
Central Intelligence (DDCI). At the time of his confirmation hear-
ing, Gates was aware that a Finding had been signed by the Presi-
dent in January, 1986 authorizing CIA to support the arms sales to
Iran, and that the President had specifically determined that the
intelligence committees should not be notified of this Finding.
Gates was not asked a question at the hearing that would have
reasonably elicited information concerning the Finding. He conced-
ed at his February, 1987 confirmation hearings, however, that the
non-notification policy had been a concern to him at the time:

I must say that the one—as I have looked back on that
entire period, that the only real regret that I have and the
one mistake that I think we at the Agency made and that
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I made was in not pressing, beginning toward the middle
or latter part of February, for a reversal of the direction
not to notify the Congress . . . [I]t was the first time that
the President had exercised the authority not to prior
notify the Congress on a covert action, and while we knew
that the prolonged withholding would create serious prob-
lems within the Oversight Committees—and I discussed
that with the Director as 1 indicated earlier, several
times—I don’t think that people contemplated just how se-
Eg)%s(; )the consequences would be . . . (SSCI 2/17/87, pp. 54,

When recently asked by the SSCI, why—given his concerns about
the non-notification policy—his confirmation hearings did not
prompt him to ask the Administration to reconsider its position,
Gates responded:

As Deputy Director for Intelligence, I was not informed
of the full scope of the Iran initiative until late January/
early February 1986; I had no role in the November 1985
shipment of arms; I played no part in preparing any of the
Findings; I had little knowledge of CIA’s operational role.
When I became DDCI, the policy initiative had been un-
derway for many months and the Finding in place for
three months. I received updates on the initiative every
few weeks. During the summer, I expressed my concerns
to Mr. Casey about the effect of non-notification of Con-
gress and about the policy. As deputy, I had no alternative
to this other than resignation. I—along with others more
senior in the Administration—did not believe the policy

- warranted resignation . . . .

Beyond this, our objections at different points to the
Iran initiative had been brushed aside. I believed that con-
cerns about non-notification would be similarly received
and therefore did not pursue it, apart from expressing my
concerns to Mr. Casey, as noted above. (Gates response to
SSCI interrogatories, 6/91, p. 43) .

“At the 1991 confirmation hearings, Gates conceded “I should
have pressed harder for reversing the provision in the January
Finding prohibiting informing the Congress.” (Gates, 9/16/91,
morning, p. 120)

Subsequently, he stressed that ‘“we were merely following the
President’s direction at that time . . . [IJt is important to under-
score that the President’s authority to withhold notice of a Finding
from Congress is provided for in law, in the statute . . . those in
the Executive branch were comfortable that the withholding was
legal. I've acknowledged on a number of occasions that the length
of time it was withheld was a serious mistake. That it ruptured the
relationship between the Agency and the intelligence committees.
But I think it was a legal action on the part of the President . . .”
(Gates, 9/16/91, evening, p. 19)

John McMahon, at the confirmation hearings, also testified that
he did not push for notification of the Congress at the time because
“I was directed not to by the President of the United States within
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the legal authority that Congress invested in him in the [1980 over-
sight] statute.” He also could not recall Mr. Gates having expressed
his concern about the non-notification provision of the Finding.
(McMahon, 9/19/91, pp. 30, 71)

When asked hypothetically in June 1991 how he would have re-
sponded to an inquiry at the April 1986 hearing as to whether
there were covert action Findings that had not been reported to
the Committee, Gates responded: ‘“This question is difficult to
answer in the abstract, but I believe that I would have said that,
having not been fully informed of clandestine operations as DDI, I
would have to check with Mr. Casey. I would not have misled the
Committee.” (Gates response to SSCI interrogatories, 6/91, p. 43)

At the confirmation hearings, the nominee was asked whether
this reponse was not itself misleading since he knew what the facts
were. Gates replied:

I was under a presidential edict not to inform the Com-
mittee at a time when I was appearing before the Commit-
tee under oath. The way I would have tried to reconcile
-that dilemma would have been to go back and say—would
in effect have been to defer an answer until I could go

“back and tell them that I could not in good faith not
inform the Committee under those circumstances ... I
would not under any circumstances mislead this Commit-
tee. (Gates, 9/16/91, evening, p. 25.

(e) Involvement in the Iran Arms Sales as Deputy Director of
Central Intelligence after April 1986

On April 18, 1986, Gates was sworn in as Deputy DCI, and was
put on the list to receive the special intelligence reports on the
Iran initiative going to selected senior officials.

Gates has described his role in the Iran arms operation after his
confirmation as Deputy DCI in April 1986 as follows:

I only recall being advised about the May McFarlane
mission to Tehran and being briefed in general terms
about what happened there. I was generally aware that
TOW missiles and HAWK missile parts had been trans-
ferred to the Iranian side but I was not aware of the pre-
cise quantities involved. After the McFarlane meeting in
Tehran in May, the project entered a quiescent phase.
Apart from an occasional update on the state of negotia-
tions with the Iranian side, my next involvement occurred
on 1 October. I only became aware of the exact terms of
the arms transfers—the quantity of missiles; their cost;
our accounting procedures; and other specific related to-
our support role—in mid-to late November as we tried to
pull together a full account of our involvement and pre-
;l)g)re Congressional testimony. (SSCI hearings, 2/17/817, p.

The record shows that during May, 1986, Gates was likely briefed
at least twice on the Iranian initiative by Charles Allen: the first
was on May 3, 1986 when he received another Allen memo con-
cerning Ghorbanifar and the release of the hostages. The second °
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meeting with Charles Allen took place on May 8, 1986, when Gates
was likely briefed on the status of the hostage negotiations and up-.
coming McFarlane trip. Gates also attended a meeting at the
White House on May 29 to discuss the results of the McFarlane
mission to Tehran.

There is also a memorandum for the record which Gates pre-
pared which reflects a meeting which he attended with Admiral
Poindexter on May 29, 1986, where “[t]here was discussion of cur-
rent activities relating to Iran.” This meeting occurred the day
after Robert McFarlane’s mission to Tehran had ended. When
asked if he could recall any of the discussion that occurred at that

_meeting, Gates responded: “I note from reviewing my Memoran-
dum for the Record dated 30 May 1986 that there were 11 items
discussed at the meeting. I do not recall any detail about any dis-
cussion which might have occurred on the topic of Iran, noted in
paragraph 2 of my memorandum. (Gates response to SSCI interrog-
atories, 6/91, p. 41)

In his 2 March 1987 letter to Senator Boren, Gates could identify
no other meetings or contacts from May 29, 1986 until October 1,
1986, regarding the Iran initiative, although in his testimony
before the SSCI (2/87, p. 46), he stated that he was kept “periodi-
cally briefed on the different stages.” In response to a recent inter-
rogatory, Gates said that, in fact, his telephone logs disclosed what
appeared to be one additional meeting:

I reviewed my logs for this period to respond to this
question. A subsequently prepared document indicates
that I may have had one other meeting with Charles Allen
on July 3, 1986, where I was probably briefed on develop-
ments leading to the subsequent release of Father Jenco. I
have found no other records of meetings or contacts re-
garding the Iran initiative between May 29, 1986, and Oc-
tolz&t; 1, 1986. (Gates response to SSCI interrogatives, 6/91,
P

On May 28, 1986, Allen sent Gates a memorandum indicating
that Michael Ledeen desired to meet with Gates. (A copy of the
memorandum is in the Iran-Contra depositions, volume B-1, page
1149). Allen testified (in the same volume, page 759) that he be-
lieves this meeting did in fact take place. When asked if he re-
called this meeting and what was discussed, Gates responded.

My calendar shows that I met with Mr. Ledeen on June
5, 1986 at 9:30 a.m. in my office. I do not recall any of the
particulars of our discussion, and I do not believe a Memo-
randum for the Record was prepared after the meeting.
Mr. Allen asked me to meet with Mr. Ledeen. According to
Mr. Allen, Ledeen wanted to “discuss a sensitive matter.”
In requesting the meeting, Mr. Allen said in a memoran-
dum addressed to me that “I do not know the substantive
issue that he wishes to discuss, but he commented that it
involved a Soviet defector.” (Gates response to SSCI inter-
rogatories 6/91, p. 42)

The record also shows that on June 8, 1986, Casey and Gates met
with Poindexter. According to his memorandum for the record on
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that meeting (a redacted copy of which is in the Iran-Contra deposi-
tions at page 1069), Mr. Casey spoke of privately raising $10 million
to ransom the hostages. When asked to comment on this proposal,
Gates replied: :

The meeting was probably on 5 June 1986 (our regular
Thursday meeting with Admiral Poindexter), although my
memorandum was dated 8 June. I do not recall any details
about this proposal including its genesis. I have no indica-
tion.that it was pursued further. (Gates response to SSCI
interrogatories, 6/91, p. 42)

Gates testified that from the time he became DDCI in April of
1986 until that Fall, that while the Iran initiative was “a very high
risk gamble and I did disagree with a lot of the ways in which it
was being carried out,” there ‘“was no reason to quarrel with it” ~
because the initiative to establish a dialogue with the Iranians
made sense.” “. . . [Wlhile I may be willing to acknowledge that I
didn’t want to challenge the program, I believe I would have, had I
become convinced that there was wrongdoing or illegality in-
volved.” (SSCI, 2/17/87, pp. 84-86)

In testimony before the SSCI on December 4, 1986, Gates was
asked “at any time did you advise anyone higher than you in the
organization, in the agency, or in the White House that that was a
bad policy and that it should be changed?”’ He responded at the
time by stating: “Apart from raising the concerns about the impli-
cations of it for our relationship with the Committees in a general’
sense, no.” (printed in SSCI hearings, 2/87, p. 119)

During his 1987 DCI confirmation hearings, however, he recalled
several conversations he had with Director Casey during the
summer of 1986 where he had raised his concerns with the Iran op-
eration: '

. . . I do recall sitting and in fact preparing for these
hearings, the NIO reminded me of a meeting we had in
September as an example when the additional two Ameri-
cans were kidnaped at which point I told the Director that
I thought the entire activity should be called off—that the
whole policy was a bad idea. So I know at least on that one
occasion for which I had some corroboration that that was
the case. And I misspoke in my testimony on the 4th in
talking only about expressing my concerns with respect to
prior notification. But I was reminded about that only in
glég)course of preparing for these hearings. (SSCI 2/87, p.

When asked to recall other discussions he had with Director
Casey on this point, Gates replied that: “I do not specifically recall
times of other conversations on this with Mr. Casey, other than the
one referred to in my February 1987 testimony to the SSCI and
other than to say that I recall generally—but only in passing—
commenting to him on the future costs of continuing non-notifica-
tion.” (Gates response to SSCI interrogatories, 6/91, p. 44)
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() Relationship of the DDCI to DCI Casey

The Committee received considerable testimony at the confirma-
‘tion hearings, both from the nominee and other witnesses, concern-
ing the management style of Director Casey and how he had relat-
ed to DDCI Gates and previous incumbents in that position: -

Mr. GaTes. He was very, shall we say, unbureaucratic. I
don’t think he would have recognized the CIA organization
the first several years he was there . . . He had a tenden-
cy to go after the individual, or a job that he wanted done.
And he didn’t pay much attention to the structure in get-
ting that done.” (Gates, 9/16/91, afternoon, p. 67)

* * * * *

Mr. GATeS. When Mr. Casey came to CIA, he came with
a view that he, in essence, would involve himself very
deeply in operational affairs. I won’t say that he intended
to run the clandestine service, because he wasn’t organized
enough to do that. But, rather, to involve himself very
deeply in its affairs . . . Nowhere was this more true than
on those issues that were a special passion for him, like
Central America, and where he would reach down into the
organization and basically ignore all of the bureaucratic
aspects . . . [TThe Chief of the Central American Task
Force chain-of-command ran directly to Mr. Casey, which
meant by-passing not just the Deputy and the Executive
Director, the four deputies, but also the division chiefs. So
there was a tremendous leap from Mr. Casey down to this
task force director. But that was not uncommon for the
way he did business. (Gates, 9/16/91, afternoon, p. 69)

* * * * *

Mr. GaTes. [Wlhen I was being confirmed for Deputy Di-
rector, Mr. Casey and I did talk. And we generally agreed
that there would be no areas from which I would be ex-
cluded, such as clandestine operations . . . [but] I was a
little naive about how much work there was to do, and the
degree to which my time would be taken up by a number
of other issues . . . toward the end of the summer of 1986,
I decided to try to become more involved in operational ac-
tivities . . . but I have to admit that I moved fairly slowly
in terms of involving myself in the clandestine service.
There was no secret that there was a certain strain be-
tween myself and the clandestine service when I became
Deputy Director, coming out of the analytical arena. There
was not only an unfamiliarity, but I think a little uneasi-
ness. . .

Mr. Casey’s relationships with the DO had been pretty
well set by that time . . . And I was reluctant to try and
interfere in those relationships. So although I had the
highest aspirations in 1986, or the early spring of 1986,
that we would be fully integrated, it didn’t work out that
way. (Gates, 9/16/91, afternoon, pp. 71-72)

* * Ld * *
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Mr. GaTes. However close we may have been profession-
ally, there was really, despite some of the things that have
been written, a certain distance in the personal relation-
ship. Mr. Casey was almost 30 years older than I was at
the time, a different generation. His friends were people
his own age, basically . . . I'm not saying anything nega-
tive about it, I'm just saying that the relationship was es-
sgr)ltially a professional one. (Gates, 9/16/91, afternoon, p.
7

* * * * *

Mr. GATES. Mr. Casey was not very good at feedback. He
would go down to the White House and even when he
would have meetings with the President, finding out what
had happened was usually something of a chore. He usual-
ly would do memoranda for the record if an action needed
to be taken . . . It was exceedingly rare to get feedback
from him. (Gates, 9/16/91, afternoon, p. 80)

R * * * * * R
Mr. McMaHoN. Bill Casey wanted to get answers from
the person that he felt had them . . . His approach was

that it was not up to him to wander through the chain of
command, it’s up to those people I talk to to feed upward.
That wasn'’t his job. He was too busy . . . '
" Every morning I would receive Casey’s calendar. And
when I saw a meeting scheduled that I was interested in, I
would go sit in on the meeting. If I didn’t want to go, I
wouldn’t go. So, I felt I had access to what was going on.
What I know was going on was my decision and not his.
(McMahon, 9/19/91, p. 25) :

* * * * *

Mr. McMaHON. You can’t know everything [that is going
on at CIA] every day. What you do is try to know when it
starts, who's doing it, what the framework is, and periodi-
cally punch into it. (McMahon, 9/19/91, p. 42)

III. PREPARATION OF CASEY TESTIMONY FOR NOVEMBER 21, 1986

(a) Initial Actions at CIA

On or about November 11, 1986, the two intelligence committees
. asked for staff briefings from CIA on its role in the arms sales to
Iran. Reacting to these requests, DDCI Gates on November 12,
1986, prepared a note for the DCI to send to Poindexter, urging
‘that the Agency not provide such briefings unless the existence of
the January 17th finding and the CIA’s full operational role could
be briefed. (See Gates letter, March 2, 1987) In his June 28, 1991
response to Committee questions, Gates recalls that Poindexter’s
verbal agreement was obtained. Initial briefings were, in fact, pro-
vided the staffs of both intelligence committees on November 18,
1986, which encompassed CIA’s activities after January 17, 1986.
Prior to November 16, 1986, however, both committees made fur-
ther requests that Director Casey appear at formal hearings to de-
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scribe the CIA’s role in the arms sales to Iran. Both hearings were
scheduled for the same day: Friday, November 21, 1986. _
Casey himself was scheduled to be traveling in Central America
during the week of November 17-20, 1986, and Gates took charge
of the preparation of his testimony. (DCI Memo to Gates, 11/16/86)

(b) Monday, November 17th

While Gates did not personally draft the testimony, he provided
“strategic” direction to the CIA effort. The DCI had talked with
Gates earlier in the day from Central America to ask that the draft
testimony and other materials be brought to him when they were
ready. Casey also approved Gates’s suggestion that the prepared
statement not attempt to defend the Administration’s Iran initia-
tive from a policy standpoint (CIA memorandum, 27 February
1987, p. 1; Casey/Gates PRT-250 call, 11/17/86) :

At a 5:00 p.m. meeting at CIA on Monday, November 17, 1986,
Gates told CIA staff that he wanted to get all the facts out regard-
ing CIA’s involvement, but did not want the prepared statement to
attempt to defend the Administration’s Iran initiative from a
policy standpoint. (Gates testimony , SSCI, 2/87, pp. 44, 147) CIA
records reflects Gates called LTC North at 6:45 p.m.

An assistant to the Deputy Director for Operations was assigned
responsibility to prepare the initial draft of the Casey statement
and ask to check it with LTC North.) Gates deposition, 7/31/81, p.
1008; Clarke deposition, Vol. 5, p. 447; CIA memorandum, 27 Febru-
ary 1987, p. 1) He relied heavily upon the chronology put together
by the Directorate of Operations for purposes of the congressional
staff briefings (which was limited to the period after the January
17, 1986 Finding). Other CIA offices who had been involved in as-
pects of the operation (e.g. General Counsel) were also asked to pull
together relevant documentation from their files. (Clark deposition,
Vol. 5, pp. 452-453; Allen deposition, Vol. 1, pp. 865-867)

Responding to this requirement, attorneys from the General
Counsel’s office met with their former boss, Stanley Sporkin, then
a federal judge, on Monday, November 17, 1986 to discuss his recol-
lections of the Iran initiative. (Doherty testimony, p. 10; Makowka
deposition, Vol. 17, pp. 617-621) Sporkin, in fact, had earlier report-
ed to Doherty in a telephone conversation before the meeting that
the November, 1985 flight had carried arms. (Makowka deposition,
5/15/81, p. 632)

At the meeting with Sporkin, CIA attorney Bernard Makowka
also sought to confirm Sporkin’s recollections of the finding which
had retroactively authorized CIA’s assistance to the November 1985
flight. Makowka, who had drafted the December 5, 1985 Finding at
Sporkin’s direction, testifies he could not find no one else at CIA
who could corroborate his recollection. Charles Allen, however, re-
calls having first raised the finding with Makowka after which he
began his file search. (Allen interrogatories, 3 July 1991, p. 10) In
any event, Makowka recalls raising the finding at the meeting with
Sporkin, who clearly remembered it. With his recollection corrobo- -
rated, Makowka says he began a search of files which ultimately
resulted in locating the Finding in question on a “mag card.” (Ma-
kowka deposition, 5/15/87, pp. 619-621)
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(¢) Tuesday, November 18

On November 18, DDO Clair George and members of his staff
briefed staff from each of the congressional intelligence committees
on CIA’s role in implementing the finding of January 17, 1986,
using the chronology prepared by the DO. No mention was made of
CIA involvement prior to this date.

In the afternoon, the Assistant to the DDO who was drafting the
testimony and other DO staffer met with North at the White
House to go over the results of the congressional briefings. North
questioned some of the dates when weapons shipments occurred
and provided the CIA officers with a copy of an early version of his
own chronology. (CIA Memorandum 27, February 1987, p. 1)

CIA staffers returned and completed the initial draft of the testi-
mony. : .

In the afternoon, Gates made another. call to Casey in Central
America, passing on a message from Poindexter that Casey should
return earlier than planned so that a meeting to coordinate the
testimony could be arranged for Thursday afternoon. Casey decided
to return on Wednesday evening so that he might be in the office
on Thursday morning. (PRT 250 telephone call, 11/18/86)

Efforts by other CIA staff offices to pull together additional infor-
mation for the Casey testimony on Friday continued.

(d) Wednesday, November 19

At 8:30 a.m. on Wednesday, November 19, the CIA staff officer
designated to courier the testimony to Casey left for Central Amer-
ica, taking the initial draft, a copy of North’s draft chronology, and
other materials related to the testimony. (At his confirmation hear-
ings, Gates testified that he did not believe a copy of the draft testi-
mony had been taken to Casey, however, the Committee has re-
ceived a copy of the materials taken to Casey which included the
draft testimony.) _

The materials which were couriered to Casey actually contained
two versions of the November, 1985 flight, reflecting the uncertain-
ty apparent at headquarters. The prepared text sent to Casey pro-
vided that “no one in the USG learned.that the airline hauled
Hawk missiles (sic) into Iran until mid-January . . .” Also included
in the materials, however, was a separate insert covering the same
facts which provided that “we in CIA did not find out that our air-
line had hauled Hawk missiles (sic) into Iran until mid-January.”

Copies of the draft testimony were circulated at CIA headquar-
ters, including Gates. (CIA Memorandum 27 February 1987, p. 2)

By this point, it was apparent that CIA’s effort was producing
conflicting information as to the facts of its involvement, particu-
larly in the record prior to the January 17, 1986 Finding. CIA
records reflect three telephone conversations between Gates and
North between 11:00 a.m. and 1:00 p.m. on this day. Then, at 2:15
p.m., Gates convened a meeting with senior CIA officials to discuss
the status of the testimony. According to CIA records, Gates again
- urged that all the facts regarding CIA’s role “be laid out.” (CIA
Memorandum, 27 February 1987, p. 2)

On his way to the meeting, General Counsel Doherty was
stopped by Makowka and given a copy of the unsigned December 5,
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1985, finding he had discovered. ((Makowka, deposition, 5/15/87,
Vol. 17, p. 623) Doherty remembers being “pleased to have found
the draft . . . because we believed that it was in the Agency’s inter-
est to have obtained a finding as close as possible to the November
1985 flight.” (Doherty letter, August 5, 1991, p. 2)

Doherty told Makowka that he would raise it with Gates, and re-
calls that he did so. Doherty does not, however, recall what Gates
did with the draft finding. Doherty does recall, however, having
suggested, either at this meeting or a previous meeting with Gates,
that the DO officers putting together the draft testimony contact
the NSC staff to determine whether they had a record of the draft
finding and whether it had been signed. (Doherty sworn letter to
Committee, August 5, 1991, p. 2)

Gates testified at the 1991 confirmation hearings that while he
had no “direct recollection” of Doherty providing him with a copy
of the unsigned Finding, he “assumed that it was.” (Gates, 9/16/91,
afternoon, p. 44) B

Doherty also told Gates at the Wednesday meeting that the facts
were ‘“getting shakier” as they went and suggested that the hear-
ing be postponed until they “could get their act together.” (Gates
deposition, 7/31/87, p. 1008; Doherty, IC interview, p. 8; Clarke dep-
osition, Vol. 5, p. 453) Gates recalls that he considered this sugges- -
tion but, given the enormous pressure for the Agency’s statement,
g’l;)i not make such a request of the Committees. (Gates letter, 3/2/

Of particular concern at the time was whether CIA had known
what was on the November, 1985 flight. CIA lawyers who had been
involved in preparing the subsequent Finding retroactively author-
izing CIA assistance, had a clear recollection that the flight had
carried arms. (Makowka deposition, Vol. 17, pp. 632-633) CIA offi-
cers overseas reported their recollections that the flight had car-
ried weapons. The DO also had cables saying the crew aboard the
flight had told the ground controllers in a country being overflown
that they were carrying military equipment. (See Clarridge testi-
mony, 8/4/87, p. 16) On the other hand, others in the DO clearly
recalled that CIA had been advised that the flight was carrying oil
drilling equipment. (Clarridge testimony, 8/4/87, pp. 14-16; Allen,
Vol. 1, pp. 855-856)

Notwithstanding the uncertainty with regard to the November
1985 flight that was evident in the meeting with Gates, it appears
that by mid-afternoon on Wednesday, the Directorate of Operations
at least had come to conclude that CIA had, in fact, contemporane-
ously known the November flight had carried missiles. A new draft
of the testimony was produced which came remarkably close to re-
ality. Marked ‘“Latest—1500 19/11” (presumably 3 p.m. on Wednes-
da);., lIl\Iovember 19), this draft described the November, 1985 flight
as follows:

In late November 1985, the NSC asked CIA for the name
of a discreet, reliable airline which could assist the Israelis
in transporting a planeload of Israeli Hawk missiles to
Iran. The name of our proprietary was given to the NSC
which, in turn, passed it to one of the intermediaries deal-
ing with the Iranians.
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It is unclear whether Gates ever saw this particular draft of the
testimony.

In any case, after meeting with CIA staff, Gates, Clair George,
and George’s Special Assistant went to the White House at 4:00
p.m. to meet with Poindexter and North to review what CIA had
briefed to the staffs of the two intelligence committees the previous
day. Gates has no recollection that Casey’s testimony was discussed
at this meeting (Gates letter, 6/28/91, p. 28) Others at the meeting
have recalled that the discussion concerned discrepancies in the
chronologies put together by CIA and LTC North. (George dep.,
Vol. 12, p. 126; DDO Asst. interview, 6/28/91) In fact, following the
meeting, North took one of George’s staff back to his office to
review the NSC chronologies North had prepared to look at what
pertained to CIA’s involvement prior to January 17, 1986. (DDO
Asst. interview, 6/28/91)

According to CIA records, there ensued a “serious disagreement”
between the DDO Assistant and North, who insisted that a CIA
proprietary aircraft had not been involved in the November, 1985
flight, and stated that the Israelis rather than himself had ar-
ranged for such assistance. In fact, it appears that a version of the
.testimony was subsequently prepared by the CIA staff to conform
to North’s version of events. An undated version of the testimony
located in the DO files reads:

In later November 1985, an aircraft owned by a CIA pro-
prietary airline was chartered through normal commercial
contract to carry cargo from Israel. It was subsequently de-
termined that the Israelis . . . used the aircraft to trans-
port 18 Hawk missiles (sic) to Iran. The Israelis were un-
witting of CIA involvement in the airline . . . (On file with
the Committee) :

But North’s version of the testimony never was adopted. Upon
his return to CIA, the DDO Assistant confirmed North’s role in
making the request with Charles Allen and Dewey Clarridge, and
obtained DDO George’s agreement to stick with the CIA version of
events. (CIA memorandum, 27 February 1987, p. 2)

Although Gates has no recollection of doing so (Gates, 9/16/91,
afternoon, p. 47), it seems likely that at the Wednesday meeting
with Poindexter and North, in fact, he did ask about the retroac-
tive finding of December 5, 1985. Doherty testifies that he had
given a copy of the unsigned finding to Gates at the meeting at
CIA which occurred approximately two hours before the White
House meeting. (Doherty letter, August 5, 1991, p. 2) CIA Attorney
Makowka testifies that Doherty told him that Gates had raised the
finding at a meeting at the White House and that he had been told
by North and/or Poindexter that it did not exist. (Makowka, depo-
sition, p. ?)

Subsequently, Makowka passed this information on to Charles
Allen who remembers calling North back to ask about the finding
himself. (Allen interrogatories, July 3, 1991, p. 11) According to
Allen, North “told me very emphatically that the Finding did not
exist and that I was mistaken.” (Allen interrogatories, July 3, 1991,
p. 11) Allen then told Makowka that if CIA raised the matter, it
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would be “our word against theirs.” (Makowka, deposition, Vol. 17,
pp. 620-622)

Very late in the evening of November 19, Casey returned from
Central America with the draft testimony he had annotated. (CIA
Memorandum, 27 February 1987, p. 3)

(e) Thursday, November 20, 1986

According to his Special Assistant, Casey, upon his return to the
office on the morning of November 20th, having the draft testimo-
ny in hand, pronounced himself pleased with its general thrust,
and turned it over to the Special Assistant to make a few changes
he had annotated in the margins. At that point, the Special Assist-
ant assumed responsibility from the Directorate of Operations for
the copy of record and for any changes that might be made to it.
(Statement of Special Assistant to the DCI, on file with Committee)

Although not confirmed by other testimony, Charles Allen re-
calls a small meeting with Casey on the morning of the 20th at
which time to Iran operation was discussed. Although he cannot re-
member whether Gates was present, Allen recalls having raised
the matter of the retroactive Finding authorizing CIA assistance to
the November, 1985 flight at this meeting, and being told bluntly
by Clair George to drop the matter: “I recall with great clarity Mr.
Clair George informing me in a blunt and verbally abusive manner
that the Finding did not exist and that I should shut up talking
about it.” (Allen interrogatories, 7/8/91, p. 11) Director Casey’s cal-
endar for November 20, 1986, does, in fact, show a meeting at 0945
with Gates, George, Allen, Twetten, Clarridge, and another
member of the staff. (On file with Committee)

Gates, at the confirmation hearings, said that he had no recollec-
tion of this meeting, however, “I don’t know why there would have
been any embarrassment or reluctance to include mention in the
testimony of the finding. If it existed, it would have, I think,
strengthened CIA’s position, not made it look worse.” (Gates, 9/16/

91, afternoon, p. 49) :

In any case, on Thursday morning, the Special Assistant pro-
duced a new version of the text based upon Casey’s review and
comments, designated the “20 November 1200” draft, which was
circulated to Gates and others at CIA. (Statement of the Special
Assistant, on file with the Committee) It does not appear that the
versions of the testimony prepared the previous day by the Direc-
torate of Operations (at least one of which was very close to reality)
were considered in preparing this version of the statement, al-
though the “1200” draft was reviewed by the DO staff involved in
the drafting. In any case, the description of the November, 1985
flight had by this point been changed to the following:

In late November 1985, the NSC asked our officers to
recommend a charter airline, the reliability of which we
could vouch for, to carry some cargo from Tel Aviv into
Iran . . . When the plane got to Tel Aviv, the pilots were
told the cargo was spare parts for the oil fields and was to
go into Tabriz . . . On 25 November 1985, the plane
dropped the cargo in Tehran without knowing that it was

. . we didn’t learn until sometime in January 1986 that
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the shipment involved 18 air defense missiles . . . (Iran
testimony, 20 November 1986, 1200, p. 3, on file with Com-
mittee)

It is unclear precisely who was responsible for the changes to
this particular passage. It does appear that this “1200” version was
derived from the draft that Casey had brought back with him from
Central America rather than being based upon the versions pre-
pared the previous afternoon by the DO staff. Gates himself testi-
fied at his confirmation hearings that this version is the last he re-
members seeing personally. He added that it had had certain infor-
mation in it that was subsequently deleted:

It included, for example, the fact that the Israelis had
vouched for the reliability of Mr. Ghorbanifar, although he
was not named by name. It included the fact that the NSC
had in fact asked for use of the proprietary in November
1985. It had the name of the proprietary. It mentioned Mr.
Hakim and the fact that he was a designated contact point
. . . It included the fact that the Iranians had agreed to
provide a portion of the TOWs to the Muhajedin, as part of
the deal. It include meetings that had taken place between
Mr. North and Rafsanjani’s nephew, and between, I think,
Mr. Cave and a relative of Khomeini’s. (Gates, 9/16/91,
afternoon, p. 41)

The Committee’s review of the “1200” draft does bear out Gates’
description that it constituted a much more detailed description of
the operation than the prepared statement that was ultimately de-
livered by Casey.

In any event, at roughly the same time the “1200” version was
being produced, Twetten and George Cave, who had been at the
White House assisting North in editing his chronology, had re-
turned to CIA with a new version which is given by Twetten to the
DCI'’s Special Assistant. On the basis of the new North chronology,
yet another version of the Casey testimony was produced by the
Special Assistant during the afternoon. (Statement of Special As-
sistant to the DCI, on file with Committee; CIA Memorandum, 27
February 1987, p. 3)

Casey’s Special Assistant recalls that one of the drafts had con-
tained a statement to the effect that John McMahon had ordered
that a finding be prepared to cover the CIA’s involvement with the
November, 1985 flight although the statement was silent on wheth-
er the finding had been signed. His recollection was that “some-
one—perhaps DDCI Gates— placed a call to John McMahon in an
effort to find out more about the finding issue but my recollection
is that John’s initial response did not help very much.” (Statement
of Special Assistant to the DCI, on file with the Committee.) McMa-
hon has verbally advised the Committee that he has no recollection
of such a call from Gates or anyone else at CIA. .

White House Meeting

At 1:30 p.m. on the afternoon of the 20th, Casey and Gates went
to't}}e White House to meet with Po