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From inside Reagan's White House come
the details of an incredible conspiracy—an
astounding story every American deserves
to know.

October, 1980, the final month of a tense
presidential race. If Jimmy Carter could ne-
gotiate the successful release of the fifty-two
American hostages in Iran, that “October Sur-
prise” would easily sweep him to a victory in
the November polls. In order to defeat Carter,
the Reagan-Bush team needed to undermine
the President’s efforts.

Did they?

On the tailwinds of the heated Iran-Contra
affair, Barbara Honegger uncovers evidence
of the secret negotiations that started it all—
dealings between Iran and the Reagan-Bush
campaign that began as early as 1980, before
the Republican team was elected to office.
With this explosive investigative report, Ms.
Honegger delivers the biggest bombshell of
the Reagan-Bush era.

October Surprise reveals the amazing evi-
dence of a U.S. presidential election manipu-
lated by a devisive campaign team—in collusion
with a hostile foreign power. Even as it exposes
the fragile structure of the American electoral
system, this book raises questions that need
to be asked of the most powerful leaders in
our country.

- Did George Bush use his CIA connec-
tions to make a deal with the Ayatollah Kho-
meini before the 1980 election?
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INTRODUCTION

“A democracy cannot be both ignorant and free.”
—Thomas Jefferson

My motive for writing this book is straightforward. I believe that truth and
justice really are the American way and that, with information, vigilance,
and the determination of ‘‘ordinary’’ citizens, truth and justice can and
will be achieved. For three years I worked in an administration, that of
Ronald Reagan and George Bush, whose guiding principles were that
loyalty to a royalist vision of the United States presidency was more
important than the Constitution, and that truth was a ‘‘problem’ to be
solved. I worked in an administration, also, which held the cornerstones of
democracy, an informed electorate and the rule of law, in open contempt. I
saw firsthand how this attitude began to eat at the moral fiber first of the
President’s own appointees and then of the nation, and determined to do
something about it. In 1983 I made the honorable, but personally costly,
decision to resign and, in August of that year, became the first resignation
of conscience from the Reagan-Bush Administration. Shortly before I did,
President Reagan’s chief domestic policy adviser signed a photograph of
himself with these words: ‘‘To Barbara Honegger, the conscience of the
(White House) Office of Policy Development.”’ That parting message is
one of my proudest possessions.

This has not been an easy book to write. Its main thesis—that the 1980
Reagan-Bush campaign cut a secret arms-for-no-hostage-release agreement
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with the Khomeini regime in October 1980—is not one that I wish to be
true. During my nearly four years as a political appointee in the Reagan-
Bush national campaign, transition team, White House, and Department of
Justice, 1 grew not only to like, but to love Ronald Reagan as an
individual. The very idea that he could have done what I believe the facts
force one to conclude was done, is deeply and personally painful. After
much soul-searching, I made the decision not to publish the results of
seven years of research on the ‘‘October Surprise’’ story until after Mr.
Reagan left office. This decision was made for a fundamental reason. 1
worked unceasingly for Mr. Reagan in his 1980 campaign for the White
House because 1 believed then, as I do now, that he was the right
personality at the right time, needed to heal the nation. After twenty-five
years of assassinations and assassination attempts on our political leaders,
it was vital that the next president serve out his elected term in office with
as much good will as the American people could muster. It was as if, in a
coming-to-life of Parsifal, the great underlying myth of Western civiliza-
tion, Ronald Reagan became the wounded ‘‘king’’ upon whose healing the
fate of the nation, and the world, depended. That healing achieved, a full
accounting of history now becomes the imperative.

I will never forget what Ronald Reagan said one afternoon in the Roose-
velt Room of the White House when asked the secret of his ‘‘Teflon
coating.”” ‘I may be wrong,”’” he laughed, ‘‘but I'm never in doubt.”’
Though I may often have wished for such blind certainty, 1 do not share it.
I still doubt the reliability of some of the self-proclaimed witnesses and
informants whose testimony is contained in these pages. Unlike most
journalists in the status-conscious world of the establishment media, how-
ever, 1 decided not to wait for the gold-plated eyewitness with a smolder-
ing gun to appear on Nightline before informing the public of what was
known thus far. Perfect proof may happen in Ronald Reagan’s Hollywood,
but it is rare in real life. As an independent journalist, I believe profoundly
in the right of the American public to hear from all parties who claim to
have information on charges as serious as that an arms-for-hostage-delay
deal was made between the Reagan-Bush campaign and Iran. Parties
offering information should not be pre-screened for ‘‘credibility.’” Such
“‘credibility control’” is nothing more than a subtle and insidious form of
censorship. The American people have the right to hear from every wit-
ness, and to know their backgrounds, before making up their own minds
about a matter of such overriding importance.

Some of the witnesses and informants who have added their voices to
the “‘October Surprise’’ chronicle in these pages are not sterling charac-
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ters. Neither, however, were the radical Iranians with whom Mr. Reagan,
Mr. Bush, and Mr. Casey dealt for years under the cloak of secrecy.
Neither was Manucher Gorbanifar, the Reagan-Bush Administration’s *“first
channel’’ to radicals in the Khomeini regime, who repeatedly failed the
CIA’s own lie detector tests. Such failures did not prevent Mr. Casey from
continuing to use him as the key middleman in the 1985-86 arms-for-
hostages dealings.

The Reagan-Bush officials who have denied that the ‘‘October Sur-
prise’’ story is true—former national security adviser Richard Allen, for-
mer national security adviser Robert McFarlane, former attorney general
Ed Meese, former White House spokesman Larry Speakes, and those of
the ilk of Oliver North—have no shining records of their own. Richard
Allen, a longtime consultant to Japanese corporations, left the White
House in 1981 under a cloud of charges that he accepted a bribe from
Japanese businessmen. He had already reportedly accepted payments of
$10,000 a month from an associate of fugitive financier Robert Vesco.'
Robert McFarlane failed his own administration’s lie-detector tests and has
pled guilty to four counts of withholding information from Congress about
events in the Iran/Contra scandal.? Ed Meese, the former attorney general
and Ronald Reagan’s chief of staff in the 1980 presidential campaign, left
government enmeshed in a web of revelations of misconduct if not outright
illegal actions. Larry Speakes has admitted to lying about what the Presi-
dent of the United States said, euphemistically called ‘‘making up quotes.’’
And Oliver North’s altering of documents, destruction of documents, and
insistence that he had a ‘‘right to lie,”” are simply overt manifestations of
the underlying attitude of the entire Reagan-Bush Administration, which
placed affirmative value on deceiving the American public, the Congress,
and the national media. President Ronald Reagan himself is known to have
invented and embellished ‘‘facts,”” to have changed his testimony to
Iran/Contra investigators at least three times, and essentially to have lived
in a world of make-believe. And Mr. Reagan’s Vice-President, George
Bush, directed the Central Intelligence Agency, which perceives one of its
primary functions to be to lie, to mislead and to spin carefully con-
structed webs of ‘‘plausible deniability.”” As my former supervisor and
mentor, President Reagan’s first domestic policy adviser, Dr. Martin
Anderson, ever stressed, ‘‘It’s always compared to what?’’ Compared to
the record of veracity of the officials in the Reagan-Bush administration
who have said that there is ‘‘nothing to’’ the ‘‘October Surprise’’ story,
the testimonies of those who insist it is true deserve at least an equal
hearing. Unlike the now-exposed liars from the covert layers of the
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Reagan-Bush government, they may not always be socially ‘‘reputable.’’
One has even been charged with a crime, which he is appealing. Some
claim to have worked with the CIA, but will not identify themselves; and
others who have identified themselves have been spurned by CIA spokes-
men. But truth, like politics, makes strange bedfellows. We have no
choice but to take it where we find it.

Some of the claims and charges contained in this book could be classi-
fied as rumors. But just because information begins as a rumor does not
mean that it isn’t true. A perfect example is from national security aide
Oliver North’s own White House files. In a June 3, 1985 memorandum,
North wrote with obvious irritation,

“‘For several weeks now there have been rumors of stories being pre-
pared which allege an NSC [National Security Council] connection to
private funding and other support to the Nicaraguan resistance. The
rumors originally surfaced with a reporter, Alfonso Chardi [sic: Chardy]
. . . At my request [name censored] went to Chardi . . . and told Chardi
. . . that if he printed any derogatory comments about the FDN or its
funding sources that Chardi would never again be allowed to visit FDN
bases or travel with their units.”>3

We now know why Mr. North did not want these ‘‘rumors’ to be
circulated, especially by Pulitzer-prize-winning reporter Alfonso Chardy.
Other so-called ‘‘rumor mongerers’’ of the ‘‘October Surprise’’ story,
according to the only article on the subject published by the Washington
Post, are former President of the United States Jimmy Carter and former
President of Iran Abolhassan Bani Sadr.* When ‘‘rumors’ reach such
levels, they deserve to be paid attertion to and treated with utmost
seriousness.

Good history, like good science, begins with a theory, and the goal of
both is to articulate a broad framework for events, one which fits as many
of the known facts as possible. Though I personally wish it were not the
case, the “‘October Surprise’” theory does just that. It explains the timing
of the release of the hostages held in Iran, only minutes after Ronald
Reagan’s inauguration. It explains why the Reagan-Bush Administration
risked political suicide by shipping arms to the Khomeini regime at all. It
explains the timing of the flow of U.S. armaments to Iran, which began,
not in 1985, but immediately after Mr. Reagan and Mr. Bush gained
power in 1981. It explains why these weapons, which are the real ‘‘smok-
ing guns,”’ of the ‘‘October Surprise’’ story, were delivered to the Khomeini
regime when there were no U.S. hostages in Iran and fully three years
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before the first American hostage was taken captive in Lebanon. It ex-
plains the secret U.S. arms shipments to [ran in 1985 as a simple extension
of the earlier deliveries, in keeping with a pre-1980-election agreement,
and why they continued regardless of whether American captives were
released, tortured, killed, or seized anew in Lebanon. It explains why U.S.
arms shipments to Iran continued even after Iran’s culpability in the
bombing of the U.S. Marine barracks and U.S. embassies in Beirut and
Kuwait had been clearly demonstrated. It explains why U.S. arms ship-
ments to Iran continued even after the revelations of the Iran/Contra
scandal, despite administration claims to the contrary, until at least as late
as June 1988°—simple blackmail. It explains why President Reagan told a
shocked Senator Dole that ‘‘we’” would have continued the Iran arms
operation ‘‘even if no [U.S.] hostages existed’” in Lebanon at all.® It
explains why the Reagan-Bush Administration insisted on dealing with
often inept and thoroughly disreputable middlemen in 1985-86: they had
been involved in the original negotiations before the 1980 election and the
1981-83 arms deliveries that stemmed from them. It explains the appoint-
ment in 1981 of officials knowledgeable about the pre-election ‘‘October
Surprise’’ negotiations to exactly those positions in the new administration
responsible for authorizing and overseeing arms deliveries to Iran. It
explains the ‘‘mysterious’’ deaths of numerous individuals who, it is now
claimed, were eyewitnesses to or knowledgeable about the pre-1980-election
negotiations with Iran. It explains why the Reagan-Bush administration
went out of its way to divert attention from the center of terrorist training
and indoctrination, Iran, to a carefully crafted scapegoat, Libya. It ex-
plains the palpable fear of top Reagan-Bush officials of the congressional
investigation into the theft of President Carter’s debate briefing books, a
dread which was completely out of proportion if all that they were afraid
would be uncovered was the source of a few pilfered memoranda. That
investigation focused attention on October 1980, where the terrible secret
lay. It explains the great lengths that administration went to, to limit the
Tower Commission, Congressional Iran/Contra Committee, and Iran/Contra
special prosecutor’s investigations to only the later 1984-86 period, using
the literal diversion of alleged arms sales proceeds to the Contras to
refocus their ‘‘mandates’” away from the danger zone.

When a theory explains so many acknowledged and otherwise inexplica-
ble facts, it deserves to be classed as a fact itself. This is now particularly
true in light of the Supreme Court’s recent ruling that legal ‘‘findings of
fact’” include ‘‘conclusions by way of reasonable inference from the
evidence.”"’
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On December 19, 1986, President Reagan called for *‘all the facts [in
the Iran/Contra affair] to come before the American people.”” And on
January 11, 1989, just before leaving office, he said, ‘‘An informed
patriotism is what we want.”’ This book is the author’s wholehearted
attempt to respond to both calls. As Senator Edmund Muskie once told his
staff, ‘‘“There is only one reason to be in politics. It is to stand out there all
alone and to have yourself proven right.”” It is even more difficult to be
willing to stand out there all alone knowing that you might be proven
wrong. But this is a risk that I gladly accept. For if new witnesses come
forward, or off-the-record informants become willing to speak on the
record, or an open congressional hearing is finally held, or under-oath
testimony is finally taken, or subpoena power is finally obtained, or a
special prosecutor’s investigation is finally undertaken, or some of the
former U.S. hostages decide to bring legal action—or if even a single new
critical fact is smoked out that moves the story closer to the truth one way
or the other, this book will have served its purpose.



THE OCTOBER SURPRISE

“Someday when the team is up against it,
and the breaks are beating the boys,
ask 'em to go in there with all they've got,
and win just one for the Gipper.”

Ronald Reagan as George Gipp of Notre Dame, in
Knute Rockne, All American

For the top echelons of the 1980 Reagan-Bush campaign, everything
depended on preventing the ‘‘October Surprise.’”” If an ‘‘October Sur-
prise’’ happened, President Carter would keep the White House. If it
didn’t, Ronald Reagan and George Bush would take the reins of the most
powerful nation on earth. It was that simple. But what was this all-
important ‘‘October Surprise’’?

*‘October Surprise’’ was the name that the Reagan-Bush campaign gave
to the single event that stood between Ronald Reagan and the White
House—an eleventh-hour release of the U.S. hostages held captive in Iran,
which they knew could sweep President Carter to an almost certain victory.
As Reagan’s top aide, Michael Deaver, put it, ‘‘One of the things we had
concluded early on was that a Reagan victory would be nearly impossible
if the hostages were released before the election. . . . There is no doubt in
my mind that the euphoria of a hostage release would have rolled over the
land like a tidal wave. Carter would have been a hero, and many of the
complaints against him forgotten. He would have won.”’!

In the spring of 1980, the Reagan-Bush campaign’s pollster, Richard
Wirthlin, and his computer-ace assistant, Richard Beal, made an astonish-
ing and frightening discovery. The Political Information System (PINS)
they had created, which combined a sophisticated program projecting
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relative votes for Reagan and Carter on election day, the mainframe
computer at Brigham Young University in Utah, and the input of three
hundred highly-trained telephone interviewers, predicted that President
Carter would receive a stunning 10 percentage-point boost in the polls if he
brought the fifty-two U.S. hostages home from Iran during a critical
“‘window of vulnerability’’ which lasted only one week in October. It
opened, PINS showed, on October 18th, two weeks before the November
4th election, and closed a week later, on October 25th.? As PINS had also
predicted that Reagan would otherwise maintain a steady 5 to 7 percentage-
point lead over the President, preventing a hostage release during that
critical week, which would put Carter 3 points in the lead, became a
do-or-die goal for the inner circles of the Reagan-Bush campaign. When
Richard Wirthlin learned of the projection from Beal in August in 1980, he
recognized instantly that preventing an ‘‘October Surprise’’ was an abso-
lute condition for victory. ‘‘Rich,”” he ordered Beal, ‘‘better tell Bill
Casey we should start working up a counter strategy right away. Ten
percent could sink us. We have to come up with tactics which will whittle
that down, making the worst-case assumption that Carter could do some-
thing in that week of the 18th to the 25th.”>

The same month that Beal revealed the critical *‘window of vulnerabil-
ity,”” halfway around the world, in Iran, top Iranian officials decided that
the American hostages had lost their domestic political value to cement the
Islamic revolution and started talking about negotiations for their release.
In August, at a meeting of Iran’s Revolutionary Council, the Ayatollah
Khomeini’s son Ahmed and Ayatollah Mohammed Beheshti, Iran’s top
religious leader under Khomeini, put pressure on President Abolhassan
Bani Sadr, their political rival, to sign a ‘‘waiver’’ saying that he would
agree to whatever resolution of the hostage crisis they decided upon. Bani
Sadr, who was then commander-in-chief of Iran’s military and therefore
also the official who would receive any U.S. arms as part of a negotiation
for release of the hostages, refused to sign. This refusal set the stage for
what was to become a battle between Bani Sadr’s attempts to obtain an
early release of the hostages with President Carter and efforts by his rivals
to delay their release to the benefit of the Reagan-Bush campaign.’**

The *‘Bill Casey’” whom Wirthlin had asked Beal to wamn of the
pending ‘‘October Surprise’” window of vulnerability was William Casey,
Ronald Reagan’s 1980 campaign manager. A wily Irishman, he had been
in charge of European special operations for the Office of Strategic Secu-
rity (O.S.S.), the predecessor to the CIA, in the latter part of World War
II°, and if ever there was a real-life Wizard of O.S.S., it was Casey. He was



OCTOBER SURPRISE 9

the perfect spy, the author thought upon first meeting the lanky ex-spook;
his incurable mumbling ensured that he would never have to use a scram-
ble phone. The second thought that occurred to the author was that
between Casey’s speech impediment and Ronald Reagan’s hearing prob-
lem, almost any hairbrained scheme could wind up getting approved in a
future Reagan-Bush administration.

With a campaign manager who had been responsible for clandestine
operations inside Hitler’s Germany and a vice-presidential candidate, George
Bush, who had been director of the Central Intelligence Agency when it
intervened to affect the outcome of national elections®, it was perhaps
inevitable that the Reagan-Bush campaign, upon hearing about the ‘‘win-
dow of vulnerability,”” would be tempted to apply the covert methods it
had used to interfere with the political processes of other nations, at home.
Between them, Casey and Bush had intimate ties to the CIA, the majority
of whose officers and agents wanted desperately to see a Republican
victory’ and many of whom thought George Bush *‘walked on water.’’®
Casey also had intimate ties with Iran. He was a partner in the law firm,
Rogers and Wells, which represented the Pahlavi Foundation of New
York, the American branch of the family trust of the former Shah of Iran,’
whose admission to the United States had triggered the storming of the
U.S. embassy in Tehran and the taking of the hostages in the first place.

In addition to Casey and Bush, the Republican campaign had access to a
number of high-level former and active intelligence officials, on its payroll
and working quietly in the background. One top Bush aide, Stephan
Halper, who had been in charge of foreign policy for presidential candidate
George Bush before Bush joined Reagan’s campaign in July, was the
son-in-law of Ray Cline, a former deputy director of the CIA and a
member of the Executive Board of the Veterans of the O.S.S., which
reportedly ‘‘ran’’ the CIA from behind the scenes.'® One of the senior
watch officers in the campaign’s communications headquarters, called the
Operations Center, was a former director of internal security for the CIA,
Robert Gambino, who had also been a Bush bodyguard. Acting as func-
tionaries in the campaign’s correspondence office and nearby shops were
former CIA agents from the Bush side of the campaign who maintained
close ties with the Agency and with a large, angry community of former
CIA covert operatives who had been fired or demoted by President Car-
ter’'s CIA director, Stansfield Tummer. The Reagan-Bush campaign had
active-duty intelligence officers as moles inside the Carter bureaucracy.
Senate Intelligence Committee aid Angelo Codevilla, who was in commu-
nication with Reagan’s campaign foreign policy adviser, Richard Allen,
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told the congressional committee investigating the theft of Carter’s debate
briefing books that active intelligence agents were working on behalf of
the Reagan-Bush campaign.'

According to a former graduate student of deputy Reagan-Bush cam-
paign pollster Richard Beal, the CIA may even have funded the critical
“‘October Surprise’” computer study itself. In March of 1980, the same
month that Beal’s PINS program projected the October 18-25 *‘window of
vulnerability,”” Brigham Young University graduate student Pierre Blai
was told by Beal, who was one of his professors in the Department of
Government, that the Agency had funded another study he was working on
at the time, on political redistricting.'?

Reagan-Bush campaign manager, William Casey, wasted no time put-
ting together teams to develop and put into action ‘‘counter strategies’’ to
neutralize an ‘‘October Surprise’’ by President Carter. In July 1980, he
used the term ‘‘intelligence operation’’ for the first time to refer to one of
these groups in a breakfast meeting with reporters on the second day of the
Republican National Convention.'* Inside the campaign’s national head-
quarters in Arlington, Virginia, however, the ‘‘intelligence operations’’
were known as the *‘October Surprise’” Groups.

One of the ‘‘October Surprise’” Groups that met regularly was headed
by Reagan’s top foreign policy adviser and future White House national
security adviser, Richard Allen, whose mission was to monitor Carter’s
moves to release the hostages and preserve Reagan’s lead in the polls.'*
His group consisted of some ten foreign policy experts, including Dr. Fred
Ikle, who became President Reagan’s undersecretary of defense for policy;
John Lehman who became secretary of the Navy; and Admiral Thomas
Moore.'® Later, during the first year of the Reagan Administration, it
would be Lehman and Allen who would bring a little-known Marine major,
Oliver North, onto the White House National Security Council staff as
Marine Corps liaison after only one year at the Naval War College, in
August 1981.'® (North was promoted to Lt. Colonel in 1983). According
to Professor Ray Tanter, a campaign adviser on Lebanon and the Middle
East who participated in Allen’s ‘‘October Surprise’” Group, they were
sometimes joined by Robert McFarlane, then an aide to Senator John
Tower on the minority staff of the Senate Armed Services Committee."”
As President Reagan’s third national security adviser, McFarlane would
later be instrumental in the genesis of the Administration’s secret arms-for-
hostages deals with [ran, which became known as ‘‘Irangate.”” As we
shall see shortly, he also reportedly endorsed a strikingly similar arms-for-
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hostages proposal to Allen to solve the **October Surprise’’ dilemma of the
1980 Reagan-Bush campaign.

Richard Allen estimated that as many as 120 foreign policy and national
security advisers worked with the Reagan-Bush campaign, a number of
them with military and intelligence backgrounds. In addition to this wealth
of “‘consultants,’”” Allen’s team was supplemented by yet another network
of active and retired CIA and FBI agents overseen by campaign manager
William Casey himself, according to the FBI report to the congressional
committee which investigated the theft of President Carter’s debate brief-
ing books. By October 1980, according to the congressional ‘‘Debategate’’
report, the Reagan-Bush campaign had informants in the CIA, the Defense
Intelligence Agency (DIA), the National Security Council (NSC), and
even the President’s own White House situation room.

A second Reagan-Bush campaign ‘‘October Surprise’” Group was headed
by Admiral Robert Garrick, a retired Navy reserve admiral, high-powered
public relations executive, and the head of the Office of Policy Develop-
ment and Research, where the author worked.'® Garrick was later de-
scribed by one of his own co-workers, Stephan Halper, as being ‘‘paranoid’’
that an ‘‘October Surprise’” would happen. After learning of the October
18-25 “*window of vulnerability’’ from Beal, campaign manager Casey
ordered Garrick, who reported to chief of staff Edwin Meese IlI, to set up
an ‘‘intelligence operation’’ to monitor military bases across the United
States where arms and spare parts might be readied for shipment to Iran in
exchange for a release of the hostages. ‘‘Dick Wirthlin says that bringing
the hostages back from Iran could mean a 10 percent swing to Carter,”’
Casey told Garrick. ‘“We want you to monitor every d--- thing Carter is
doing about Iran. It’s a hostage watch. . . . Use all your military contacts
to keep an eye on movements of aircraft, such as the big C-5A transporters
on the East Coast. . . . You can use some of our staff here to check the
tail numbers of the planes—some first-rate people with CIA training. They
came across with [James] Baker and Bush when they joined our campaign. '’

Garrick was quick to comply with Casey’s request. Each morning at
6:00 AM., Garrick, campaign manager Casey, campaign chief of staff
Meese, campaign ad man Peter Dailey, and pollster Richard Wirthlin met
in an apartment at Skyline House in Falls Church, Virginia, to go over the
latest *‘October Surprise’’ intelligence and to devise counter strategies.””
Under Garrick’s operation at campaign headquarters was the coordinator
for veterans affairs, Jack Kelly, who was put to work pulling together a
network of active and retired military and intelligence personnel to keep
tabs on supply depots and military bases across the country.?' In particular,
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they were to watch Tinker Air Force Base in Oklahoma, Andrews Air
Force Base near Washington, D.C., McGuire Air Force Base in New
Jersey, where Iran had built a facility during the reign of the Shah to house
its stocks of U.S.-made weapons and spare parts, and Norton and March
Air Force Bases in California. Also recruited into the operation were
twenty-seven military public affairs officers who had served under Garrick
when he was Navy reserve admiral. To assist his network in monitoring
suspicious movements of spare parts, Garrick had obtained a list of all the
U.S. military equipment that Iran had already paid for under the Shah and
that might be expected to be exchanged as part of a hostage swap.?* He
also gathered intelligence from John Coale, the attorney representing the
minority and female hostages who had been released early from the U.S.
embassy in Tehran in late November 1979.2* Coale later told the Scripps-
Howard News Service that he had passed Carter-State-Department docu-
ments classified ‘‘Secret-Eyes Only’’ to Garrick, beginning in August
1980, to be used in case of a pending ‘‘October Surprise.’’

Although Garrick told the Congressional Committee investigating the
theft of President Carter’s debate briefing books that he could ‘‘not recall’’
any of the names of his network of informants,?* many of the *‘first-rate people
with CIA training’’ Casey had recommended to Garrick were in fact
working with former deputy CIA director Ray Cline’s son-in-law, Stephan
Halper. Halper had been in charge of foreign policy issues for George
Bush’s presidential campaign, before it joined the Reagan camp after the
Republican convention in July, and was the Reagan-Bush campaign’s policy
coordinator. One campaign aide told The New York Times that Halper’s
network ‘‘kept track of things inside the government, mostly in relation to
the “‘October Surprise.”” According to the campaign’s Iran expert, Mickey
Smith, it was Halper who, in about mid-September 1980, ordered Bush’s
aides to come up with a list of counter strategies to defeat the dreaded
“‘October Surprise.”’?> The report of the congressional committee that
investigated ‘‘Debategate’” concluded that Halper ran a ‘‘highly secretive”’
operation ‘‘involving a number of retired CIA officials’” whose mission was
to collect inside information from President Carter’s foreign policy team,
particularly with relation to Iran and the hostages.?® Halper’s operation,
which included former CIA officials who worked near the campaign’s
Operations Center, was known to be highly sensitive to everyone on the
second floor of Reagan-Bush headquarters, where the author worked.
Though Stephan Halper nominally worked for Admiral Robert Garrick, his
““intelligence operation’’ soon took on a life of its own. In the wake of
revelations in the ‘‘Debategate’’ scandal, Garrick accused Halper’s net-
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work of having gotten out of control and of running its own spy operation.
““The problem [with Halper],”” Garrick told the Los Angeles Times, ‘‘was

that he lied to me. . .. He was always slinking off someplace. . . . |
couldn’t keep track of him. . . . Every time I turned around, his door was
closed.”

These reports are in keeping with the author’s experience inside Reagan-
Bush national campaign headquarters. Halper skulked around the second
floor of the building with the almost comical demeanor of an agent out of a
dimestore spy novel. On one wall in his office was a map of the Persian
Gulf and Iran with arrows and pins, as if indicating some secretive
operation, and his door, unlike others in the informal campaign headquar-
ters, as Garrick noted, was almost always closed.

Halper requested in mid-September 1980 that members of his network
come up with counter strategies to defeat an ‘‘October Surprise.’” The
timing was significant, for it was also in mid-September that the Reagan-
Bush campaign first learned that President Carter’s chief hostage negotia-
tor, Deputy Secretary of State Warren Christopher, had held a secret
meeting in Bonn, West Germany, with a member of Khomeini’s inner
circle, Sadegh Tabatabai, to work out terms for a release of the hostages
before the November 4th election.?’” On September 9th, Tabatabai,
Khomeini’s son Ahmed, and the new speaker of Iran’s parliament Hashemi
Rafsanjani had met to discuss ways to resolve the hostage crisis. The
following day, September 10th, the Iranian parliament formally approved
the fourteen-member cabinet of Prime Minister Mohammad Ali Rajai, a
step which Khomeini had declared earlier to be necessary before Iran could
negotiate terms for a hostage release with the United States. Also on the
10th, Tabatabai notified the Carter Administration, through West Germa-
ny’s ambassador in Tehran, Gerhard Ritzel, that Khomeini was prepared to
order a release of the hostages before the 1980 election and that they could
be set free within only 48 hours of President Carter’s agreeing to Iranian
demands.?® ,

A week later, on September 16th and 18th, U.S. negotiator Warren
Christopher and Tabatabai met in Bonn with West Germany’s foreign
minister Hans-Dietrich Genscher to discuss Iran’s offer. In his September
10th message, for the first time, Tabatabai had raised the issue of the
delivery of U.S. arms and spare parts already owned by Iran but embar-
goed by President Carter shortly after the hostages were taken—the arms
which Admiral Garrick’s ‘‘intelligence operation’’ had been formed to
monitor. Christopher had with him in Bonn a partial list of those arms,
worth some $50 million (out of a total of $360-$400 million), which he
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said could be made available to Iran once the dispute over the hostages had
been resolved.

Longtime Reagan adviser Peter Hannaford has reported that the Reagan-
Bush campaign learned of President Carter’s negotiations in September
1980, but he has not said how the campaign found out. The most likely
sources for this leak were Captain Gary Sick, Carter’s Iran expert on the
NSC (codenamed ‘‘Navy Blue’’), who often briefed Herbert Cohen of the
Hoover Institution, who was in communication, in turn, with William
Casey and Prescott Bush, George Bush’s brother?’; Donald Gregg, a CIA
officer also then on President Carter’s National Security Council, who later
became Vice-President Bush’s national security adviser; or Paul Henze,
another Carter NSC aide who passed information to the Reagan-Bush
camp.?®

The Reagan-Bush campaign went into panic mode when it learned of
Khomeini’s offer to President Carter to release the hostages before the
November 4th election. A release of the hostages before the election, as
Iran was proposing, would be the long-dreaded ‘‘October Surprise,”’
which could spell certain defeat for the Republicans. Though these mid-
September meetings in Bonn were the last that Carter officials would hold
with the Iranians until after the election, due to the outbreak of the
Iran-Iraq war only a week later, on September 22nd,*! the Reagan-Bush
camp had no way of knowing this ahead of time and decided to act.

According to a former intelligence official, after the Bonn meeting in
mid-September, Licio Gelli, the grandmaster of an outlawed Italian secret
society called ‘‘P-2,”” which had high-level links to the Reagan-Bush
campaign, and another P-2 member, Stephano della Chiaie, met with
Iranian officials in Geneva, Switzerland, to discuss the idea of trading
U.S. arms for hostages outside the framework of Carter Administration
negotiations. According to former CNN reporter Kevin Sanders, George
Bush had previously made Gelli and della Chiaie CIA ‘‘assets.”’ At the
inaugural ball on the night that the fifty-two U.S. hostages were released,
Gelli was photographed in the place of honor at the official table next to
Ronald Reagan. Beginning in 1981, shortly after the Republicans gained
office, P-2 reportedly became a key broker for secret U.S. arms shipments
to the Khomeini regime (See Chapter 1X). According to a reporter for the
Pittsburgh Post Gazette, Khomeini’s hostage negotiator, Sadegh Tabatabai,
also met in Geneva, in October 1980, with Iranian middleman Manucher
Gorbanifar to further discuss the arms-for-hostages proposal.*? Gorbanifar,
Iran’s chief arms buyer for Europe, would later be used by William Casey,
once he had became CIA director, to facilitate secret arms-for-hostages
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deals in 1985 and 1986. When the author first asked Mansur Rafizadeh,
the former U.S. chief of SAVAK (the former Shah’s secret police) about
reports that top Reagan-Bush campaign officials had met with Iranian
agents in Paris before the 1980 election (see Chapter II), he responded,
‘““Yes, and they had other meetings—in Geneva, in Zurich, and in the
Middle East.”’3?

A MODEST PROPOSAL

Shortly after these meetings in Geneva—according to an account given to
professors at the University of California at Berkeley by former 1980
Reagan-Bush campaign Middle East adviser Ray Tanter—Robert McFarlane,
then an aide to senator John Tower on the Senate Armed Services Commit-
tee, also proposed delivering arms to Iran in exchange for the release of
the hostages during a Reagan-Bush campaign ‘‘October Surprise’’ Group
meeting. The leader of the meeting, in all probability Reagan’s chief
foreign policy adviser Richard Allen, reportedly told McFarlane, ‘‘Don’t
talk about that here.”’** According to sources available to the former
president of Iran, Abolhassan Bani Sadr, McFarlane had met in Zurich,
Switzerland, this same month, September 1980, with a top arms procure-
ment official of the Iranian Revolutionary Guards, Hamid Nagashian. As
we shall see in the next chapter, Nagashian is reported to have met in
Paris, France, the next month, in mid-October, with vice-presidential
candidate George Bush, Reagan-Bush campaign manager William Casey,
Richard Allen, Allen’s campaign aide Dr. Fred Ikle, the minister of Iran’s
radical Revolutionary Guards Moshen Rafiq Dust, and future Iran/Contra
middleman Albert Hakim to finalize an arms-for-hostage-delay with the
Khomeini regime. _

Though neither Tanter nor McFarlane are now willing to comment on
McFarlane’s purported proposal to the Reagan-Bush ‘‘October Surprise’’
Group, it is now well acknowledged that shortly thereafter, in early
October 1980, McFarlane, Richard Allen, and Allen’s campaign aide
Laurence Silberman, soon to become William Casey’s liaison to the CIA
following the election, met at the L’ Enfant Plaza Hotel in Washington,
D.C., with an *‘Iranian emissary’’ who offered precisely what Mr. McFarlane
had already allegedly proposed—an exchange of U.S. military equipment
for the release of the American hostages to the Reagan-Bush campaign in
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such a way as to ‘‘ensure President Carter’s defeat.”’*> This *‘Iranian
emissary’” is now claimed to have been Iranian-American arms dealer
Houshang Lavi who, according to reliable sources wishing to remain
anonymous, showed up again in Paris on October 20, 1980, at a meeting
with CIA contract agent and arms dealer Richard Brenneke, Iranian banker
and middleman Cyrus Hashemi, Reagan-Bush campaign manager William
Casey, President Carter’s NSC aide Donald Gregg (soon to become Vice-
President George Bush’s national security adviser), French intelligence
agents, and other Iranian officials to work out the logistics for post-
inauguration U.S. arms shipments to Iran. Though McFarlane, Allen,
Silberman, and ‘‘Iranian emissary’” Houshang Lavi all acknowledge that
this early October meeting in Washington, D.C., took place, their contra-
dictory claims about whose idea it was, when it happened, what was
discussed, and what became of Iran’s offer made through Lavi make the
question of what did happen at the L’ Enfant Plaza Hotel one of the
enduring mysteries of the ‘‘October Surprise’’ story.

In an interview with the author on June 14, 1988, Iranian-born arms
dealer Houshang Lavi acknowledged for the first time that it was he who
had met with Richard Allen, Laurence Silberman, and Robert McFarlane
on or about October 2, 1980, at the L’ Enfant Plaza Hotel. Mr. Lavi
subsequently acknowledged having been the ‘‘Iranian emissary’’ at this
meeting to the Washington Post, the Boston Globe and the Oakland
Tribune *° In January 1989, Lavi provided the author with a copy of a note
he made after the L’ Enfant Plaza meeting with Reagan-Bush campaign
officials. Based on interviews with the author and other journalists, and on
this note of the meeting, the following summary of Mr. Lavi’s version of
events can be reconstructed.

Houshang Lavi’s Story

Houshang Lavi claims to have initiated contact with the 1980 Reagan-Bush
campaign in a series of telephone calls to vice-presidential candidate
George Bush’s top aide and former campaign manager, James Baker III.
His note of the meeting, dated October 2, 1980, reads:

“‘Foll[owing] telecon[versation] with J. Baker, to meet [Laurence]
Silberman, [Richard] Allen, Bob McFar[lane], [take} 40 page document
[regarding] F-14 parts already paid for [by Iran] in rtun [return] of [for]
hostages. Swap in Karachi [Pakistan]. Charter 707 [plane]. Signed:
Houshang Lavi.”
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The major condition that he placed on his arms-for-hostages offer, Lavi
says, was that President Carter not receive credit for the hostages’ free-
dom. Lavi also claims that he first offered to arrange for the U.S. hostages
to be delivered to the Reagan-Bush camp in Karachi, Pakistan, before, not
after, the election in exchange for the delivery of approximately $50
million worth of military equipment and spare parts for Iran’s F-14 fighter
jets. Lavi had been an agent for Grumman Corporation, which makes
F-14’s, in the 1970’s, during the reign of the Shah, but could not collect on
his final commission until the goods, which President Carter had im-
pounded, or their equivalents were delivered. Interestingly, $50 million
also is the value of the arms that President Carter’s hostage negotiator,
Warren Christopher, told Khomeini’s negotiator, Sadegh Tabatabai, could
be released by the U.S. upon a resolution of the hostage crisis at their
mid-September meeting in Bonn. It was also the amount of U.S. military
equipment, according to President Carter’s NSC Iran expert Gary Sick,
which his Administration had earlier agreed to release to Iran at a Septem-
ber 1979 meeting in New York with Iranian officials. But the taking of the
hostages shortly thereafter, in November 1979, had prevented this early
$50 million arms agreement from being consummated.®’ Significantly, $45
to $50 million is also the value of U.S. military equipment that the
former president of Iran, Abolhassan Bani Sadr, estimates was delivered to
the Khomeini regime between the spring of 1981, shortly after Reagan and
Bush gained power, through the time that Mr. Bani Sadr was forced from
office in June of 1981.%® The similarity in amounts suggests that something
indeed came of Mr. Lavi’s contacts with the Reagan-Bush campaign,
though Allen, Silberman, and McFarlane all insist that no arms-for-hostages
offer was seriously considered at their meeting with him in October 1980.

Three additional lines of evidence suggest that the Reagan-Bush cam-
paign did, in fact, seriously consider and act on an arms-for-hostages
agreement with the Khomeini regime. First, sources available to the
former President of Iran, Abolhassan Bani Sadr, have claimed that Mr.
McFarlane met in Zurich, Switzerland, in September 1980, the month
before McFarlane’s Washington meeting with Lavi, with Hamid Nagashian,
a top arms procurement official for the Iranian Revolutionary Guards and
with another Iranian, a ‘‘Mr. Hakimi,’”’ whom the author believes to have
been Iran/Contra middleman Albert Hakim. Second, sources who claim to
have been present, but who wish to remain anonymous, have told the
author and other reporters that Mr. Lavi met in Paris, France, on October
20, 1980, with Reagan-Bush campaign manager William Casey, NSC aide
Donald Gregg, Iranian middlemen and Lavi’s associates Manucher
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Gorbanifar and Dr. Cyrus Hashemi, French intelligence agents, top Iranian
arms procurement officials, and CIA contract agent and arms dealer Rich-
ard Brenneke to work out logistics for secret U.S. arms shipments to the
Khomeini regime. Knowledgeable sources in West Germany have told Der
Spiegel magazine that Mr. Lavi and U.S. arms dealer Richard Brenneke
were later in ‘‘constant’” contact in the 1980’s. As we shall see in the next
chapter, Mr. Brenneke acknowledges having personally met with Reagan-
Bush campaign manager William Casey and Iranian officials, according to
some sources including the deputy minister of Iran’s radical Revolutionary
Guards, Hamid Nagashian, at the above-mentioned October 20th Paris
meeting two weeks after Lavi’s Washington, D.C. meeting with McFarlane,
Allen and Silberman in early October. Third, in April 1981 and again in
October 1981, a company owned by Houshang Lavi’s brothers, also New
York arms dealers, began making arrangements to ship F-4 and F-14 parts,
HAWK missiles, fuses, and other military equipment to the Khomeini
regime—some of the same military equipment Mr. Lavi had proposed
exchanging for the fifty-two hostages at his meeting with Robert McFarlane,
Richard Allen, and Laurence Silberman in early October in Washington,
D.C. According to Houshang Lavi, he himself worked directly with Israeli
prime minister Menachem Begin, Israeli General Baram, and a Belgian
company named ASCO in the early 1980’s to deliver HAWK missiles and
HAWK missile parts to Iran.*® Though Baram was later indicted along
with some sixteen other defendants in a $2.5 billion U.S. government
‘‘sting’’ operation in April 1986, neither Houshang Lavi nor his brothers
have ever been charged with a crime; though it was then, and still is,
illegal to export or conspire to export U.S. military equipment to Iran.
Influential Swedish arms dealer Sven Klang told ABC News’ European
correspondent Pierre Salinger that the Reagan-Bush Administration se-
cretly delivered F-4 fighter jet engines to Iran in 1981, shortly after they
gained the White House, from NATO warehouses in Belgium, where
ASCO, the company with which Lavi worked in the early 1980’s, is
headquartered.

Mr. Lavi claims that he was not alone on his trips to Washington, D.C.
In an interview with the author on June 14, 1988, he said, ‘‘Representa-
tives of the Iranians came to New York and met with me and brought the
list of F-14 [fighter jet] parts and said that they needed them, and they
wanted them. These two Iranians, Mitchell Rogovin, and I went to Wash-
ington.”” Significantly, Mr. Rogovin, the man whom Lavi said accompa-
nied him, not only was Lavi’s personal attorney at the time but had been
special counsel to George Bush when Bush was director of the CIA in
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1976. Though Lavi at first said that he could not remember the names of
the two Iranians who accompanied him to Washington, and later stated
that he chose not to identify them, subsequent investigation led the author
to deduce that they were most likely American-Iranian businessman Hadi
Haderi and Iranian banker Dr. Cyrus Hashemi, whom Khomeini trusted to
handle the financial arrangements for Iran’s arms purchases. Dr. Hashemi
was a close associate of Mr. Lavi’s with whom he had worked on
numerous projects, and was often in New York, from where Lavi had
flown to Washington; and Hderi, according to author Amir Taheri in Nest
of Spies also met with Allen, Silberman and McFarlane in Washington
before the 1980 election. The former President of Iran, Mr. Bani Sadr, has
reported that he was aware in October 1980 that his political rivals,
Hashemi Rafsanjani and the Ayatollah Mohammed Beheshti, had sent
envoys to the L’ Enfant Plaza Hotel meeting.*® Dr. Hashemi may well
have been this representative of Rafsanjani to whom Mr. Bani Sadr
referred, as he was Rafsanjani’s cousin. Representatives of these same two
Iranian officials, Rafsanjani and Beheshti, were soon to turn up again at
reported October 19-20, 1980, meetings with Reagan-Bush campaign
manager William Casey and vice-presidential candidate George Bush in
Paris, France, to formalize the reported arms-for-hostage-delay agreement
with the Khomeini regime. (See Chapter 1I).

Houshang Lavi also claims that he already knew Laurence Silberman,
then an aide to Reagan-Bush campaign foreign policy adviser Richard
Allen and a friend of Ronald Reagan’s,*’ who attended the October 2,
1980, meeting at the L’ Enfant Plaza Hotel. ‘‘l first worked with Mr.
Silberman back in late 1978 or early 1979 when we got Phoenix missiles
and sensitive radar tracking hardware out of Iran—out of Isfahan,”’ Lavi
told the author in June 1988. ‘‘We had many meetings together. Jackson-
ville, Florida. The Hilton Hotel in New York. . . . There were two Iranian
generals who became CIA agents who worked with us to get the Phoenix
missiles out of Iran before the -hostages were taken.’’*? This claim of
Lavi’s is consistent with a report by The New York Times in December
1979 that one purpose of U.S. General Robert E. Huyser’s trip to Iran
about this same time on behalf of President Carter was to ‘‘safeguard the
U.S. planes and missiles that had been provided to the Shah but that
appeared to be imperiled by a rising rebellion among Air Force technicians
and cadets.”*?

According to Mr. Lavi, Mitchell Rogovin, who was Lavi’s personal
attorney and had been CIA Director George Bush’s special CIA counsel in
1976, was then ‘‘still close to George Bush.’’** To complicate matters
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further, Rogovin was also general counsel to the 1980 presidential cam-
paign of independent candidate John Anderson at the time, in October
1980. When it is added that Ronald Reagan’s friend and campaign official
Laurence Silberman, who was also at the L’ Enfant Plaza meeting with
Lavi, and “‘Bush’s friend’’ Mitchell Rogovin were next-door neighbors,
good friends, and boating partners*’, the incestuous nature of the October
2, 1980, meeting suddenly becomes apparent.

Though Reagan-Bush campaign officials Richard Allen and Laurence
Silberman, as well as Robert McFarlane, insist that they rejected Lavi’s
offer out of hand, it is clear that the situation is not nearly so simple and
that all three participants are worried that the true nature of the L ’Enfant
Plaza meeting will become known. When one compares Lavi’s docu-
mented version of events with those of the other participants, and his open
sharing of information with their emotional finger-pointing, the picture
becomes even more interesting.

Mitchell Rogovin's Story

Mitchell Rogovin—Bush’s friend and former special counsel at the CIA,
Lavi’s personal attorney, and then general counsel to the John Anderson
presidential campaign—has refused to identify Lavi as the ‘‘Khomeini
emissary’’ who met with Allen, Silberman, and McFarlane in early Octo-
ber 1980. He has, however, acknowledged that the ‘‘emissary’’ is known
to him and was ‘‘an Iranian and an international businessman who is now
an American citizen’’ and, at the time of the meeting, had been a client of
Rogovin’s Washington law firm,*® all of which fit the description of Lavi.
Though Houshang Lavi also approached the John Anderson campaign with
a similar arms-for-hostages offer, and Rogovin, being Anderson’s cam-
paign counsel, knew it, Rogovin told U.S. Representative John Conyers’s
aide, Frank Askin, that he ‘‘did not believe that the same Iranian who
contacted the Anderson campaign also approached the Reagan camp,’’ but
noted that he was ‘‘not certain.”’*’ As Lavi himself has now admitted that
he approached both campaigns, Rogovin’s statement is curious. In fact,
Houshang Lavi approached the Reagan-Bush and Anderson campaigns and
the Carter Administration with his arms-for-hostages proposal in the same
month: October 1980.

According to published accounts by the Anderson campaign’s former
director of policy planning, Alton Frye, in the Los Angeles Times*®, and its
former campaign manager, Michael MacLeon, in the Miami Herald, a
similar arms-for-hostages offer was made to the Anderson campaign by an
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unidentified ‘‘Iranian emissary,”” now claimed to be Lavi. Frye reported in
the Times that the Iranian emissary who approached him also offered to
exchange the hostages for U.S. military equipment in Pakistan. The pro-
posal of Pakistan as the place for the exchange is confirmed by Lavi’s
notes’ reference to Karachi, in western Pakistan. Frye reported that the
offer was rejected as ‘‘immoral’” and that he and Rogovin alerted President
Carter’s Assistant Secretary of State for Middle Eastern Affairs Harold
Saunders of the approach in a personal meeting. Carter’s State Department
then asked the Anderson campaign officials to test the ‘‘emissary’’ to see
whether his contacts with Iran were legitimate. They did, and reported
they had no doubt that they were. Lavi communicated with Iran and
produced a computerized list of military equipment and spare parts which,
Carter officials agreed, could only have come from Iran’s Air Force.
Assuming Mr. Lavi is telling the truth, and the author believes that he is,
his own attorney, a longtime friend and colleague of George Bush, has
gone out of his way to disguise Lavi’s identity as the man who met with
Bush’s own campaign aides, Richard Allen and Laurence Silberman, and
with Robert McFarlane, in Washington, D.C., a little over a month before
the 1980 presidential election. In addition, if Mr. Lavi is telling the truth,
Mr. Rogovin has further led reporters away from the story by suggesting
that Mr. Lavi did not meet with both Anderson and Reagan-Bush cam-
paign officials, when in fact he did. The question, of course, is why?

Richard Alien's Story

Though Ronald Reagan’s chief foreign policy adviser in the 1980 presiden-
tial campaign, Richard Allen, has acknowledged his participation in the
L’Enfant Plaza Hotel meeting, he claims not to recall the identity or the
description of the ‘‘Iranian emissary’’ with whom he met. He also claims,
not believably, that the meeting was, in effect, forced upon him, and that
he participated ‘‘against my better judgment.’’*® Allen claims that Robert
McFarlane called him in late September 1980 and was ‘‘emphatic’’ and
‘“‘incessant’’ that he meet with the ‘‘Iranian emissary.”” When McFarlane
was informed of Allen’s version of events, however, he implied that Allen
was lying and exploded, ‘‘Mr. Allen is a fool. There was no pressure on
Allen.”’>® Richard Allen has also said that the Iranian proposed ‘‘an
arrangement whereby the hostages could be released to the Reagan side at
a date indeterminate.”’

Though Richard Allen has admitted that he wrote a memorandum
recording the meeting, he now claims not to be able to find it. This
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probably has something to do with the fact that Allen told the congres-
sional committee investigating the theft of President Carter’s debate brief-
ing books, which was also looking into the Reagan-Bush campaign’s
broader ‘‘October Surprise’” *‘intelligence’’ operation, that he had ‘‘thinned’’
his campaign files prior to that ‘‘Debategate’’ inquiry. Mr. Allen has also
said that he does not recall whether he gave a copy of the memo he wrote
about the L’ Enfant Plaza meeting to Reagan-Bush campaign manager
William Casey.’' Whether Casey received a copy or not, Allen almost
certainly gave a copy of the report, or a verbal briefing, to vice-presidential
candidate George Bush. The very next day, October 3, 1980, Bush
announced publicly for the first time that the Reagan-Bush campaign was
“‘predicting”’ an ‘‘October Surprise’’ move by President Carter. As we
shall shortly see, the same day as the L’ Enfant Plaza meeting summarized
in Allen’s disappearing memo, Houshang Lavi also met with an ‘‘under-
cover’” CIA agent and with George Bush’s old friend, Mitchell Rogovin.
At the same time, in early October 1980, according to presidential biogra-
pher Theodore White, the Reagan-Bush campaign began ‘‘bringing George
Bush into this [campaign strategy] more and more,’” including briefings by
the CIA.>® It must be asked whether any of these ‘‘CIA briefings’
mentioned Mr. Lavi’s approach to the Carter CIA on exactly the same day
that he met with Richard Allen and Laurence Silberman of Mr. Bush’s
own campaign staff.

Like Robert McFarlane and Laurence Silberman, Richard Allen claims
that the arms-for-hostages offer made by the ‘‘Iranian emissary’’ was
rejected, even though Newsday has reported that Lavi and his arms-dealer
brothers began making arrangements to sell U.S. military equipment to
Iran shortly after Reagan and Bush gained office in 1981 and that the
Reagan-Bush Administration did nothing to stop them. Furthermore,
Houshang Lavi’s own HAWK missile deals with Iran were negotiated in
cooperation with the Israelis shortly after Richard Allen himself, in De-
cember 1980, gave what Israel’s agent took as authorization to begin
delivering U.S. arms and spare parts to Iran. (See Chapter VI)

Richard Allen also claims to have been ‘‘incredulous that McFarlane
would have brought a guy like this to us [the Reagan-Bush campaign]
with this kind of scheme,”’>® even though McFarlane had reportedly
already raised a similar arms-for-hostages proposal prior to the L’ Enfant
Plaza meeting at one of Allen’s own ‘‘October Surprise’” Group sessions
and had been warned ‘‘not to talk about that here’’ by the group’s leader,
almost certainly Allen himself. Though Allen’s then aide Laurence Silberman
claims that the ‘‘Iranian emissary’’ was told to deal with the Carter
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Administration, Allen says that the contact by the ‘‘Iranian emissary’” was
not reported to the Carter government. He ought to know. Harold Saunders,
President Carter’s assistant secretary of state, who was in charge of the
hostage crisis at the time, told Newsday and the Los Angeles Times that
one of his duties was to brief Richard Allen, Edwin Meese, and William
Casey on the status of the hostages, and that, though he talked with Allen
‘“‘several times during October 1980,”’ Allen never mentioned that the
Reagan-Bush campaign had been approached with an arms-for-hostages
offer* or that the campaign had allegedly suggested to Mr. Lavi that he
contact the Carter Administration. Despite these numerous conversations
with Saunders, Reagan-Bush campaign officials also maintained the public
fiction that they refused official briefings on the hostage crisis to ‘‘avoid
politicizing the issue.”’

It is clear that there is something about the L’ Enfant Plaza Hotel
meeting and the Reagan-Bush campaign’s interaction with Mr. Houshang
Lavi that Richard Allen does not wish the public to know.

Laurence Silberman’s Story

Laurence Silberman, who, if Houshang Lavi is telling the truth, already
knew Lavi when they met at the L’ Enfant Plaza Hotel in early October
1980, gives quite a different story. He claims, first, that the meeting
happened in late September 1980, not in ‘‘early October’’ as recalled by
Allen and McFarlane or on October 2, 1980, as recorded on Lavi’s note.
More interestingly, Mr. Silberman told the Miami Herald that he did not
know the identity of the man with whom they had met and, furthermore,
thought that ‘‘he might have been a North African’’ rather than an Iranian,
which Mr. Lavi most definitely is.>> If what Lavi says is true, that they
already knew one another, it must be asked why Mr. Silberman would go
to such lengths to disguise the identity of someone with whom he had
worked in the CIA. Curiously, Mr. Silberman later told Newsday that he
was ‘‘sure’’ that the emissary was not Houshang Lavi.’® How he could
have been so certain unless he already knew Mr. Lavi, as Lavi himself
insists, remains a mystery.

Curious as to how Mr. Silberman could have been *‘sure’’ that Mr. Lavi
was not Mr. Lavi, the author read Lavi’s record of the L’ Enfant Plaza
meeting to Mr. Silberman in a telephone interview. After hearing the text
of Lavi’s note and being informed of Lavi’s claim that the two already
knew one another in October 1980, Mr. Silberman then stated that he was
only “‘virtually’’ certain that it had not been Houshang Lavi with whom he,
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Allen, and McFarlane had discussed a proposal for releasing the hostages
to the Reagan-Bush campaign. When the author informed Mr. Silberman
that Mr. Lavi also claimed to have worked with him on a Phoenix missile
project in late 1978 or early 1979, Mr. Silberman replied cryptically,
“‘Look carefully into 1978-79. You may win a Pulitzer Prize.”’>’

Mr. Silberman has acknowledged that the man with whom he, Allen,
and McFarlane met in Washington did ‘‘purport to have contacts with
Khomeini’s subordinates and suggested the prospect of gaining release of
the hostages if they could be released to representatives of candidate
Ronald Reagan rather than President Jimmy Carter.”’>® In the above-
mentioned telephone interview with the author, Judge Silberman, how-
ever, denied that the ‘*‘Khomeini emissary’’ had raised a quid pro quo of
U.S. military equipment for the release of the hostages, as Lavi insists was
the case and is well documented to have been Lavi’s reason for attending
the meeting.

When Ronald Reagan and George Bush won the 1980 presidential
election, Laurence Silberman was appointed by William Casey to be the
Reagan-Bush transition team’s liaison to the CIA during the period be-
tween the election and Reagan’s inauguration. In this post, he would
almost certainly have been knowledgeable of, and in a position to partici-
pate in, the CIA’s interaction with the Khomeini regime during that
transition period. According to Mansur Rafizadeh, former U.S. chief of
SAVAK, who had worked with the Agency for as long as eighteen years,
during this same transition period while Silberman was the Reagan-Bush
liaison to the CIA, Republican-loyal forces in the Agency briefed Iran’s
than foreign minister Sadegh Ghotbzadeh to persuade Khomeini to delay
the release of the U.S. hostages until Reagan’s inauguration.>® Earlier, in
mid-October, not long after the L’Enfant Plaza Hotel meeting, Reagan-
Bush campaign manager William Casey had received a requested strategic
analysis from Hoover Institution fellow Herbert Cohen proposing that very
timing—a release of the hostages on Reagan’s inauguration, which amounted
to at least a 76-day delay.®® Also during the transition period, according
to Washington Post reporter Bob Woodward’s book Veil, President Car-
ter’s CIA director, Stansfield Turner, reportedly gave a copy of a sensitive
memorandum on the Agency to ‘‘a member of the Reagan-Bush transition
team who was looking at the CIA for the new administration’ ®'—in all
probability, then Reagan-Bush CIA liaison Laurence Silberman.

When Ronald Reagan became President, he appointed Laurence Silberman
to a judgeship on the U.S. Court of Appeals for the powerful District of
Columbia Circuit in the nation’s capitol. From that position, Mr. Silberman
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ruled that the federal law providing for special prosecutor Lawrence Walsh,
who was investigating charges of criminal conspiracy in the Administra-
tion’s secret arms-for-hostages dealings with Iran, was unconstitutional.
Given his own participation in the L’ Enfant Plaza Hotel meeting in early
October 1980, where the first arms-for-hostages proposal was advanced at
the behest of Robert McFarlane, who was also at the center of the later
Iran/Contra scandal, there is reason to believe that Mr. Silberman should
have considered disqualifying himself from the case. Luckily for the nation
and the rule of law, the Supreme Court overruled Mr. Silberman in a
7-to-1 decision on July 29, 1988, allowing the special prosecutor’s investi-
gations and case to go forward.

Robert McFarlane's Story

Probably the most interesting and most important version of events is that
of Robert McFarlane, who was then an aide to Senator John Tower on the
Senate Armed Services Committee. In an interview on August 25, 1988, a
journalist from a major news weekly informed the author that his magazine
had been told by sources that the Iranian emissary who met with McFarlane,
Allen, and Silberman in early October 1980 in Washington, D.C., had first
approached Senator John Tower himself. If this is true, it would make
sense of why Houshang Lavi says he flew from New York to Washington
after first talking with James Baker, the top aide to then vice-presidential
candidate George Bush. Senator Tower had been a personal friend and
avid political supporter of George Bush for over twenty years. Tower had
endorsed Bush in his congressional race in 1962, worked actively on
behalf of his Senate bid in 1964, and publicly backed Bush in his contest
for the 1980 Republican presidential nomination against Ronald Reagan
when it was politically unpopular in their home state of Texas to do s0.%?
According to the San Francisco Chronicle: ‘At critical junctures,”” Tower’s
friends and associates said, ‘‘Tower was there to help Bush.’’®* If Lavi, or
any other ‘‘Khomeini emissary,’’ did first contact Senator Tower, it makes
sense that Tower would have asked his aide Robert McFarlane to put the
emissary in contact with James Baker, the aide to Tower’s close friend
George Bush, to set up a meeting with officials of the Reagan-Bush
campaign. This, of course, is precisely what Houshang Lavi claims happened.

Mr. McFarlane, who has pled guilty to withholding information from
Congress in the Iran/Contra affair, refused to respond to the author’s
telephoned and written inquiries about the reported Tower connection
to the L’ Enfant Plaza Hotel meeting. However, a number of reports about
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McFarlane’s participation in the meeting have appeared in the press. The
first was by Washington Post reporters Bob Woodward and Walter Pincus
in a front page article on November 29, 1986, which revealed that ‘‘Even
before 1981, McFarlane proposed dramatic covert initiatives involving
Iran. In 1980, while he was on the staff of the Senate Armed Services
Committee, McFarlane approached the Reagan campaign’s foreign policy
adviser, Richard V. Allen, with an Iranian exile who proposed to deliver
the American hostages then held in Iran to the Reagan camp prior to the
November election.’”%*

Even more so than Richard Allen or Laurence Silberman, Mr. McFarlane’s
claims not to be able to remember the identity of the ‘‘Iranian exile’” with
whom he personally arranged the L’ Enfant Plaza Hotel meeting are
simply not credible. All parties concerned acknowledge that Mr. McFarlane
put together the meeting, and it is extremely unlikely that in his capacity as
aide to a well known senator, he would not have thoroughly checked out
the identity, background, and credentials of anyone he or Senator Tower
recommended to the campaign of a man he hoped would become the next
President of the United States. Still, McFarlane claims that he did little or
nothing to pre-screen the Iranian or his proposal: ‘‘He was rather ambigu-
ous, both as to whom he represented and what kind of proposal he wanted
to make,”” McFarlane claimed. On this point, Mr. McFarlane is almost
certainly misleading the press and the public, as he has already admitted to
having done with Congress.

Richard Allen claims that the meeting with the ‘‘Iranian emissary’’ was
Robert McFarlane’s idea and that McFarlane was ‘‘emphatic’’ and ‘‘inces-
sant’’ that he join them at the L’ Enfant Plaza Hotel a little over a month
before the 1980 election. As mentioned previously, however, when told of
this claim of Allen’s, McFarlane insisted he was ‘‘completely wrong’’ and
exploded, “*‘Mr. Allen is a fool. There was no pressure on Allen.”’

After Houshang Lavi acknowledged to the author and subsequently
to other journalists that he had been the Iranian who attended the L’
Enfant Plaza Hotel meeting after speaking with James Baker and Robert
McFarlane, Washington journalist Brock Brower included the following
assessment in a 1989 profile of McFarlane published in The New York
Times Magazine:

““Under Tower, McFarlane made his move in the Iran game. He brought
Reagan campaign aides Richard V. Allen and Laurence Silberman to-
gether in October 1980 with a questionable emissary named Houshang
Lavi, who claimed he could **achieve the release of the hostages.’”*
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Though the identification of the emissary as Lavi in this article is not
attributed directly to Mr. McFarlane, his attorney Leonard Garment wrote
to the Magazine, not long after the publication of the piece containing the
above excerpt, to critique other aspects of the article, but did not question
this reference to Lavi. Presumably, therefore, Mr. McFarlane has now at
least implicitly acknowledged that it was Lavi whom he, reportedly at
Senator Tower’s direction, put together with the man who would become
President Reagan’s first White House national security adviser, Richard
Allen. If so, he and his attorney have changed their story, for Garment told
Newsday in April 1988, again on McFarlane’s behalf, that the ‘‘Iranian
emissary’’ was not Houshang Lavi.®” Mr. McFarlane himself later became
President Reagan’s third White House national security adviser and was at
the center of the genesis of the 1985-86 arms-for-hostages deals with the
Khomeini regime, which became known as the Iran/Contra affair.

After the Iran/Contra scandal broke, President Reagan appointed none
other than Senator John Tower—McFarlane’s boss at the time of the L’
Enfant Plaza Hotel meeting where the first arms-for-hostages offer was
proposed to Reagan-Bush officials—to head the Tower Commission charged
with investigating McFarlane’s complicity in the affair. Also on the Tower
Commission was another former boss of McFarlane’s, General Brent
Scowcroft. McFarlane had served as Scowcroft’s military aide in the Ford
Administration when Scowcroft was President Ford’s national security
adviser. According to Time, McFarlane remained ‘‘close’’ to Scowcroft®®,
as he had to Tower. The third man on the three-man Tower Commission
was former Senator Edmund Muskie who, as secretary of state in the
Carter Administration during the hostage crisis, was reported to have been
the source for sensitive information relating to the hostages which reached
Richard Allen, McFarlane’s associate in the campaign’s ‘‘October Sur-
prise’* Group.®® McFarlane had also been personally close to Rhett Daw-
son, staff director and counsel of the Tower Commission, who also had
worked for Tower on Capitol Hill.”° Both McFarlane and Scowcroft had
also worked directly with Henry Kissinger—McFarlane as Kissinger’s
military aide when Kissinger was Nixon’s national security adviser,
and Scowcroft as a partner in Kissinger’s Washington, D.C., consulting
firm—as had Alexander Haig, who reportedly authorized Israeli-mediated
U.S. arms deliveries to Iran shortly after Reagan and Bush gained office
in 19817, and Richard Allen. Not long after Reagan and Bush gained
the White House, Houshang Lavi himself, whom McFarlane reportedly
put together with the Reagan-Bush campaign in early October 1980,
cooperated with the Israelis to broker huge U.S. arms shipments to



28 BARBARA HONEGGER

the Khomeini regime at a time when McFarlane was Haig’s liaison to
Israel.”?

Intriguingly, one of the Israeli arms dealers involved in the late 1985
U.S. arms deliveries to Iran, which Robert McFarlane was again instru-
mental in arranging, was Yaacav Nimrodi, who also reportedly began
selling U.S. arms to Iran a mere sixty days after the L’ Enfant Plaza Hotel
meeting between McFarlane and Jewish-Iranian arms dealer Houshang
Lavi.”® (See Chapter VI). It should also be noted that the brother-in-law of
Senator John Tower for whom McFarlane then worked, Sam Cummings,
is one of the world’s largest private arms dealers. Cummings reportedly
used to work with the CIA and supplied arms to the right-wing Somoza
dictatorship in Nicaragua, the country that formed the second leg of the
Iran/Contra affair.

As with Richard Allen and Laurence Silberman, it is clear that there is
something about the L’ Enfant Plaza Hotel meeting that Robert McFarlane
would prefer to remain unknown. If McFarlane’s boss at the time, Senator
Tower, did instruct him to set up the meeting between Lavi and the
Reagan-Bush campaign officials, it would explain why the Tower Com-
mission was packed with McFarlane’s associates and why Tower might not
have been as thorough in his investigation or reporting of the 1980 origins
of the arms-for-hostages deals with Iran as he might otherwise have been.
At the end of his 65-day investigation, in fact, Senator Tower stated that
“‘the entire Iran/Contra affair is still an enigma. The whole matter cannot
be fully explained.”” Whatever Mr. McFarlane, and perhaps also Senator
Tower, did not wish revealed about the genesis of the arms-for-hostages
dealings with the Khomeini regime was serious enough that Mr. McFarlane
reportedly attempted to take his life with an overdose of Valium on
February 9, 1987, the night before he was to testify to the Tower Commis-
sion. Given that press reports at the time noted that taking Valium is a
notoriously unsuccessful way of committing suicide, it is interesting that
CIA Director William Casey later boasted that a lie detector could be
fooled **with Valium and a few tricks.”’"*

Mickey Smith's Story

The Iran expert in the 1980 Reagan-Bush campaign was Michel Smith,
known as ‘‘Mickey.’” Mickey Smith was one of four senior watch officers
in the campaign’s Operations Center communications headquarters and had
served as the Iran desk officer for years at the Department of Commerce.
He had also been stationed at the U.S. embassy in Tehran only a few years
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before its takeover in November of 1979. In interviews with the author and
another journalist in the summer of 1988, Mr. Smith recalled having
received a telephone call “‘in late September or early October 1980, in
the Operations Center, from a former colleague who was then an assistant
to Harold Saunders, assistant secretary of state for Middle Eastern affairs in
charge of handling the hostage crisis for President Carter at the Department
of State. The colleague asked Mr. Smith whether he had heard of ‘‘a
Houshang Lavi,’’ the Iranian arms dealer who reportedly met with Richard
Allen, Laurence Silberman and Robert McFarlane at the L’ Enfant Plaza
Hotel on October 2, 1980. On the same day, October 2nd, Lavi and
Bush’s former CIA special counsel Mitchell Rogovin had also met with an
undercover agent for President Carter’s CIA who reported their meeting to
the same man, Harold Saunders. Mickey recalled that, yes, he had heard
the name Houshang Lavi mentioned in the campaign, probably from
Stephan Halper, who worked with Admiral Robert Garrick, Bush cam-
paign manager William Casey, and campaign chief of staff Edwin Meese
on counter strategies to defeat an ‘‘October Surprise’’ hostage release.’>
According to Smith, Halper had also asked him to research U.S.-Algerian
relations in early September 1980. This is significant because the Algeri-
ans did not become involved in discussions regarding the hostage crisis
until mid-October, at the United Nations in New York, and did not
become the official mediator between the United States and Iran until
November 2, 1980, two days before the election—too late to help Presi-
dent Carter. Smith also claims that Halper asked him for background
information on Sadegh Ghotbzadeh and Manucher Gorbanifar in October
1980. According to Mansur Rafizadeh, the former U.S. chief of SAVAK,
elements in the CIA loyal to Halper’s boss, George Bush, prevailed upon
Ghotbzadeh to get Khomeini to agree to delay the release of the hostages
until Reagan’s inauguration.”® Again, according to the congressional report
on the theft of President Carter’s debate briefing books, William Casey
received a report from Herbert Cohen of the Hoover Institution following
their meeting in New York of mid-October 1980, which also proposed a
strategy for obtaining the release of the hostages on Reagan’s inauguration.””
And Manucher Gorbanifar, the other Iranian Halper asked Smith for
background information about, the reader will recall, was the head of
Iran’s arms-buying and intelligence operations in Europe at the time,
working directly for Iran’s prime minister, Mir Houssein Mousavi.”® If a
secret Reagan-Bush arms-for-hostages deal was in the works, Gorbanifar
would be one of the men the Reagan-Bush campaign would need to talk
to.
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THE TOWER OMISSION

Former senator John Tower headed the Tower Commission, which investi-
gated the legal arms-for-hostages deals of late 1985 and 1986. If Senator
Tower, whom Robert McFarlane worked for in October 1980 on the
Senate Armed Services Committee, was the official first approached by
Houshang Lavi offering an arms-for-hosage exchange, as sources told
Der Spiegel, Tower’s failure to acknowledge that fact would constitute an
omission of the gravest magnitude.

In an interview on December 17, 1988, the author raised the Der
Spiegel report with Mr. Lavi. In response to the question as to whether he
had spoken with Senator Tower before the meeting at the L’ Enfant Plaza
Hotel with McFarlane, Allen, and Silberman, he replied, ‘‘It’s a possibil-
ity.”” He then stated that he preferred not to discuss the matter further over
the telephone, and agreed to meet with the author upon returning from
an upcoming trip to Europe. (Shortly after mailing the author a copy of his
note from the meeting at the L’ Enfant Plaza Hotel, Mr. Lavi was
reportedly stricken by a heart attack while on a business trip in Munich,
West Germany.) Significantly, when the author asked Mr. Lavi a different
question in an earlier interview of June 14, 1988—whether he had been the
unnamed Iranian at the L’ Enfant Plaza meeting—he had used the same
language: “‘It’s a possibility.’” In subsequent interviews he then acknowl-
edged that he had, in fact, been that ‘‘Iranian emissary.”” Presumably, then,
Mr. Lavi’s statement that it was ‘‘a possibility’’ that he had contacted
Senator Tower to ask for his assistance in setting up the L’ Enfant Plaza
Hotel meeting with Reagan-Bush campaign officials in early October 1980
may be equally pregnant with meaning. Interestingly, in the same inter-
view Mr. Lavi told the author that an attempt had been made on his life.
“They tried,”” he said, after having just stated that another Iranian arms
dealer at the center of both the 1980 and 1985-86 arms-for-hostages
negotiations, Cyrus Hashemi, had been killed by ‘‘American agents’’ to
protect the October 1980 origins of the Reagan-Bush Administration’s
Secret Iran initiative.” According to a source who claims to have been
present, but who wishes to remain anonymous, Mr. Lavi and Mr. Hashemi
had both participated in an October 20, 1980, meeting in Paris two and
one half weeks after the L’ Enfant Plaza meeting, with Reagan-Bush
campaign manager William Casey, Carter NSC aide Donald Gregg, CIA
contract agent Richard Brenneke, French intelligence agents, and Iranian
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arms procurement officials, including Hamid Nagashian of Khomeini’s
Revolutionary Guards, to formalize arrangements for arms shipments to
Iran once the Republicans had gained the White House. (See also Chapter
II). According to a long time associate of Nagashian’s, former CIA contract
agent William Herrmann, Nagashian told Herrmann in January 1981 that
Robert McFarlane, Richard Allen, and Allen’s campaign aide Dr. Fred
Ikle had also participated in Paris meetings with Iranian officials, including
Nagashian himself, at approximately this same time: mid-October 1980.
These October Paris meetings referred to by Nagashian probably included
the October 20, 1980, meeting in Paris reportedly attended by Mr. Hashemi
and Mr. Lavi, who, if true, would then have met with Mr. McFarlane in
Europe as well as in Washington shortly before the 1980 presidential
election.

Mr. Lavi’s heart attack in early 1989 occurred during the height of the
FBI’s highly publicized background investigation of former Senator and
Secretary of Defense designee John Tower, who (Tower) happened to have
been the political mentor of the man in charge of the inquiry, FBI Director
William Sessions. Sessions reportedly received his first big political break
through the intercession of Mr. Tower, who had helped him obtain an
appointment in the Criminal Division of President Richard Nixon’s Depart-
ment of Justice.® On December 21, 1988, five days after the author’s
interview with Mr. Lavi, in which he first said that it was a ‘‘possibility”’
he had spoken with Senator Tower prior to the L’Enfant Plaza Hotel
meeting, the author was contacted by the FBI requesting an interview, as
part of its background investigation of Mr. Tower. Though the FBI had
received information on the Tower-L’ Enfant Plaza connection much
earlier, its agents waited to contact the author until after releasing the
initial report to president-elect George Bush, which alleged that no impro-
prieties had been discovered in the former senator’s background. Press
coverage of this first FBI report stated that the Bureau, headed by Tower’s
protégé, Sessions, had ‘‘failed to document any glaring difficulties that
could preclude Tower’s confirmation.®! Ironically, the same day as the
author’s interview with Mr. Lavi, December 17, 1988, U.S. newspapers
carried headline stories that president-elect Bush claimed to be ‘‘com-
pletely satisfied’’ with the result of the FBI’s ‘‘thorough’’ investigation of
former Senator Tower.

Five days after the FBI released its report on Senator Tower, on
December 21, 1988, the author was interviewed by FBI agent George
Mozingo in Monterey, California. Two copies of a tape recording- of that
interview, which detailed reports of the Tower-L’ Enfant Plaza connection
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and Mr. Lavi’s response to questions about it, were sent to senior White
House correspondent, Sarah McClendon. Ms. McClendon, in turn, person-
ally delivered a copy of the tape to a top aide to Senator Sam Nunn,
Chairman of the Senate Armed Services Committee, who was investigat-
ing Tower and who had taken a particularly keen interest in the results of
the FBI's investigation. Tower had been minority leader of the same
Senate Armed Services Committee at the time of the October 1980 L’
Enfant Plaza Hotel meeting between Lavi and Reagan-Bush campaign
aides, and had served as its chairman from 1981 to 1984, during President
Reagan’s first term in office. Following the author’s and Ms. McClendon’s
interviews with the FBI, the Tower nomination process ran into difficul-
ties, purportedly due to reports of the former senator’s personal, as opposed
to professional, improprieties.

In his remarks on the Senate floor on March 9, 1989, Senator Nunn
noted that *‘a very thick part of the [final] FBI report’” on Senator Tower’s
background investigation dealt with ‘‘whether Senator Tower was aware of
an approach to the 1980 Reagan-Bush campaign through his staff [Robert
McFarlane| by an alleged emissary from Iran who was talking at the time
about making a deal with the campaign for the release of the hostages after
the election.”” Though the FBI had reportedly resolved this question in Mr.
Tower’s favor, witnesses had not been questioned under oath, and Presi-
dent Bush refused to release the report to the public. Until this portion of
the FBI report is made available, the public has no way of making up its
own mind as to the validity of the report’s conclusions.

In his remarks on the Senate floor of March 3, 1989, Senator Nunn
acknowledged that the Senate took the word of the FBI on the question of
Senator Tower’s reported involvement in arranging the L’ Enfant Plaza
Hotel meeting: ‘‘Mr. President,”’ he stated, ‘‘there were other allegations
raising sericus issues about Senator Tower’s fitness . . . whether [he| was
aware of an approach to the 1980 Reagan-Bush campaign, through his
staff, by an alleged emissary from Iran who sought to make a deal with
that campaign for the release of the hostages after the election. We could
have called witnesses on these matters. There would have been days, if not
weeks, of examination, cross-examination, and rebuttal. We did not do
that. We relied instead on the FBI report and our informal inquiries for our
determination that Senator Tower was not involved in these matters.”
Given the degree of inconsistency in the reports of participants in the L’
Enfant Plaza Hotel meeting in question and the fact that Mr. Sessions
owed a major political favor to Mr. Tower, the author proposes that the
word of the FBI and the ‘‘informal’’ Senate inquiry may be insufficient
grounds upon which to reach a meaningful conclusion.
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HOUSHANG LAVI'S PARALLEL OFFER TO THE CARTER
ADMINISTRATION REJECTED

In numerous interviews with the author, Mr. Houshang Lavi claimed that
he made not one, but fifty-three trips from New York to Washington, D.C.
between 1979, shortly after the U.S. hostages were taken in Tehran in
November of that year, and the October 1980 meetings with the Carter
Administration, Reagan-Bush campaign, and Anderson campaign. These
trips, he says, were attempts to assist the Carter Administration to get the
hostages out of Iran. Some fifty-two of Mr. Lavi’s trips, therefore, were
prior to the Washington, D.C., meetings of October 1980 and were for
interactions with Carter Administration officials with whom, he said,
““I never got anywhere.”’®? Lavi also claims to have talked with President
Carter’s CIA Director, Stansfield Turner, who ‘‘wouldn’t listen.’’

If what Lavi says is true, records should exist in U.S. government files
documenting dozens of interactions with Carter Administration officials,
dating back to at least late 1979. In April 1988, however, in response to
requests from Congressman John Conyers’s office for records pertaining to
Lavi’s contacts, the Reagan-Bush State Department, which then controlled
documents from the Carter period, only declassified and made available
memoranda covering the short period from October 2, 1980—the very day
of Lavi’s meeting with Reagan-Bush campaign officials at the L’ Enfant
Plaza Hotel—to October 29, 1980, when the Carter Administration for-
mally rejected Lavi’s arms-for-hostages offer. These now-declassified doc-
uments covering only the month of October 1980 were written by Carter
Administration officials in response to the Anderson campaign’s referral of
Mr. Lavi to the Carter Administration.

The first declassified document shows that an unidentified undercover
CIA agent met on October 2, 1980, with Lavi and with Lavi’s attorney,
Mitchell Rogovin, who had also been special CIA counsel to George Bush
when Bush was CIA director in 1976. October 2, 1980 was the same day as
the L’ Enfant Plaza Hotel meeting with Reagan-Bush campaign officials
and Robert McFarlane. The meeting with the CIA agent took place at a
‘‘law office’’—in all likelihood Rogovin’s own law offices in Washington,
D.C. At that time, Rogovin was general counsel to the John Anderson
presidential campaign as well as being Lavi’s personal attorney.

A memo by the unidentified undercover agent, dated October 2nd, states
that Mr. Lavi [name censored] ‘‘implied’’ that he was acting on behalf of
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then President of Iran, Abolhassan Bani Sadr, who shortly thereafter
denied the claim. Mr. Bani Sadr, in fact, has reported that Lavi had been
sent, not by himself, but by his political rivals Hashemi Rafsanjani and the
Ayatollah Mohammed Beheshti.®* Mr. Bani Sadr told journalist Leslie
Cockburn that he had been aware of the Washington contact with the
Reagan-Bush campaign and had warned Rafsanjani that it was ‘‘danger-
ous’’ to undercut Carter and deal instead with Reagan, and that he had also
complained to Khomeini about the Reagan-Bush contact.®* Mr. Bani Sadr
is almost certainly telling the truth when he says that Mr. Lavi was not
sent with his authorization. When pressed by the author in an interview,
Mr. Lavi admitted that he had only spoken with Mr. Bani Sadr once on the
telephone, long before the early October 1980 meeting, in December 1979
when he (Bani Sadr) was acting foreign minister of Iran.>

The October 2, 1980, memo by the undercover CIA agent who met with
Mr. Lavi and Mr. Rogovin was transmitted the following day, October 3,
to the Carter Administration’s Deputy Assistant for National Security
Affairs David Aaron. Working for Aaron at that time on the NSC was CIA
officer Robert Gates®®, whose nomination for CIA Director was retracted
by the Reagan-Bush Administration in the wake of questions about his
participation in the secret 1985-86 arms-for-hostages deals with Iran
which became known as the Iran/Contra affair. Gates could even have
been the ‘‘undercover CIA officer’” who met with Lavi and Rogovin, since
he worked for Aaron at the time, as could have Donald Gregg, then CIA
liaison to the Carter National Security Council and future national security
adviser to then vice-presidential candidate George Bush. Gates had also
previously worked for Henry Kissinger.

The October 3, 1980, memo to Mr. Aaron from the undercover CIA
officer notes that Lavi is Jewish and that Lavi suggested that an Israeli
plane escort the U.S. hostages to be freed in exchange for F-14 fighter jet
parts under his proposal. Lavi’s attorney Rogovin, a longtime friend and
CIA colleague of George Bush, or the undercover CIA agent himself, may
have alerted Bush to Lavi’s October 2, 1980, approach to the Carter
Administration, for on the same day as the CIA memo, October 3rd, Bush
publicly “‘predicted’’ an ‘‘October Surprise’” move by President Carter.®’

Another now declassified Carter Administration memo is dated October
8, 1980. It notes that Lavi’s attorney, Mitchell Rogovin, had been in-
formed by an unnamed Carter Administration agency that Lavi had not yet
provided sufficient information to enable the Administration to assess his
arms-for-hostages proposal.

The next declassified document is a heavily censored memorandum
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dated October 9, 1980, from Assistant Secretary of State Harold Saunders
to Deputy Secretary of State Warren Christopher, President Carter’s desig-
nated negotiator in the hostage crisis with Iran. It states that Saunders had
met with Mr. Lavi and with Mitchell Rogovin and Alton Frye of the John
Anderson campaign to discuss Lavi’s arms-for-hostages offer and that
Saunders had informed them that the Carter Administration would need to
check with Mr. Bani Sadr, the President of Iran, to see if Mr. Lavi’s
proposal indeed came from him. A list of ‘‘options,”” presumably on how
to deal with the proposed arms-for-hostages proposal, covering an entire
two pages, is deleted, as is another complete page of the document. This
October 9th document is the only action memorandum in the series, which
meant that the Carter Administration was taking the approach seriously and
that some action or decision needed to be taken by President Carter’s chief
hostage negotiator. The same day as this Carter action memo, October 9th,
Reagan-Bush campaign pollster Richard Wirthlin sent an urgent message
to campaign manager William Casey and other top campaign officials,
stating that Reagan-Bush then had no choice but to ‘‘neutralize’” President
Carter’s building push towards an ‘‘October Surprise.’’®®

Another declassified memorandum, dated October 10, 1980, is a follow-up
communication from Alton Frye, director of policy planning for the John
Anderson presidential campaign, to Mr. Saunders of Carter’s State Depart-
ment, requesting feedback from the earlier meeting with Iranian arms dealer
Houshang Lavi. Released with this document was a memorandum to
Warren Christopher from Saunders regarding Saunders’s recent telephone
conversation with Mr. Rogovin, in which Rogovin alleged that Lavi had
spoken with the President of Iran, Mr. Bani Sadr, who had urged him, he
claimed, to ‘‘get on with it.”” Mr. Saunders notes that he had once again
stressed the importance of the Carter Administration’s receiving its own
assurances from Mr. Bani Sadr that the hostages would be released safely.
Copied on this October 10th memorandum (marked ‘‘EYES ONLY) is
Mr. Amold Raphel, who was then a State Department official. Raphel
later died in an explosion on board a plane with Pakistan President
Mohammad Zia-ul-Haq while U.S. Ambassador to Pakistan in August
1988, shortly before the 1988 presidential election. It is interesting to note
that Mr. Lavi’s proposal to both the Reagan-Bush campaign and the Carter
Administration entailed a swap of the hostages for military equipment to
take place in Pakistan, the country to which Mr. Raphel was assigned as
ambassador by the Reagan-Bush Administration. Mr. Lavi would therefore
have been in communication with Pakistani officials, perhaps even with
Mr. Zia himself, regarding the possibility of using his proposed landing
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site in Karachi, Pakistan, for the arms-for-hostages exchange. In this light,
it is interesting to note that two men who were probably knowledgeable
about the 1980 arms-for-hostages offers to the Reagan-Bush campaign and
Carter Administration died in the same plane crash during the height of
publicity on the ‘‘October Surprise’’ story, shortly before the 1988 presi-
dential election. Press reports at the time of his death stated that Mr.
Raphel had also been one of the few Reagan-Bush officials knowledgeable
about details of the administration’s later 1985-86 arms-for-hostages deals
with Iran.

The next declassified memorandum, dated October 15, 1980, was clas-
sified ‘‘SECRET/SENSITIVE.”” It is by Mr. Harold Saunders for the
record. It mentions a telephone conversation among Mr. Rogovin, Mr.
Saunders, and a ‘“*‘Bob Owen’’ on October 14, 1980. Though this ‘‘Bob
Owen’’ in all likelihood is Roberts Owen of the State Department, it is
interesting to note that a ‘“*‘Bob Owen’’ also became an aide to then senator
Dan Quayle and subsequently a courier for Lt. Col. Oliver North to the
Nicaraguan Contras. Research by the author into the history of the Robert
Owen who was North’s courier and Quayle’s legislative aide revealed that
he was in the States at the time, having recently returned from overseas.

The October 15th Saunders memorandum also records an additional
meeting among Saunders, Rogovin, and Lavi on the afternoon of October
15th, during which Lavi produced a new, updated list of F-4 and F-5E jet
fighter parts to be added to the original list of F-14 equipment Lavi had
originally claimed the Khomeini regime was willing to exchange for the
hostages. Saunders also refers to Lavi’s mention of ‘‘two Iranian officials
from New York’’ who were prepared to meet with the administration to
negotiate Khomeini’s other demands. Mr. Saunders noted that he again
stressed that the administration would wait until it had heard from Mr.
Bani Sadr, Iran’s President, and recorded that he would give Mr. Lavi’s
latest list of military equipment to Captain Gary Sick, President Carter’s
Iran expert on the White House National Security Council. Navy captain
Sick was later identified as the ‘*“NSC source’’ codenamed ‘‘Navy Blue’
who provided information to Reagan-Bush campaign foreign policy ad-
viser Richard Allen through Herbert Cohen of the Hoover Institution.®?

As neither Reagan-Bush foreign policy adviser Richard Allen nor Robert
McFarlane (who had set up the October 2, 1980 meeting with Lavi at the
L’ Enfant Plaza Hotel) reported their contact with Lavi to the Carter
Administration as the Anderson campaign had; and as Gary Sick (who
received Lavi’s lists and was kept apprised of his contacts with the Carter
Administration) had been a channel for information to the Reagan-Bush



OCTOBER SURPRISE 37

camp through Cohen, it is probably no coincidence that the same day
Saunders noted he would pass Lavi’s list of military parts to Sick, October
15th, Richard Allen learned of an alleged Carter plan to exchange military
parts for the hostages.”

On the same day that Richard Allen received this ‘‘intelligence,’’ the
Reagan-Bush campaign reportedly engineered a ‘‘leak’’ of the alleged
imminent Carter arms-for-hostages exchange to the press. On October
15th, WLS-TV in Chicago, an ABC affiliate station, ran a story, instantly
picked up by the national wire services, that President Carter was about to
send five cargo planes loaded with military spare parts to Iran in exchange
for the U.S. hostages. The story was clearly false, as the Carter Adminis-
tration at the time was still awaiting word from Mr. Bani Sadr regarding
the legitimacy of Lavi’s offer, and Carter Administration officials had to
vehemently deny the disinformation in the media. President Carter has also
publicly denied that he ever sent, or contemplated sending, arms to Iran.”!
An unidentified witness later testified to the congressional committee
investigating the theft of President Carter’s debate briefing books that the
source of the October 15, 1980, WLS-TV report was a high-level active
U.S. intelligence officer linked to the Reagan-Bush camp, who wanted the
information publicized to sabotage even a possible deal whereby President
Carter might be able to bring the hostages home before the election.
According to the congressional report, ‘‘The suggestion [from the witness]
was that publicizing the secret hostage negotiations would have delayed a
pre-election release of the U.S. hostages in Iran to the benefit of the
Reagan-Bush campaign.’’%?

The WLS-TV reporter who put out the fabricated story of a pending
Carter arms-for-hostages swap on October 15th was Larry Moore. Moore
was later reported to be angry at being ‘‘used’’ by the Reagan-Bush
campaign. His ‘‘source’ for the story, which WLS cited as ‘‘military
reserve pilots,”’ in all likelihood came from the network of reservists
reporting to Admiral Robert Garrick’s ‘‘October Surprise’’ intelligence
operation inside the Reagan-Bush campaign.®® Moore, who still refuses to
name his source, went on to work for MacNeil-Lehrer. It was on that
program, on November 7, 1986, that Richard Allen revealed that President
Reagan had ordered him on January 21, 1981, Reagan’s first full day in
office, to warn Iran that ‘‘the deal’s off’” unless a fifty-third hostage, the
wife of a friend of Allen’s, was also released from captivity. She had
been taken hostage in early May 1980 and had not been set free with the
other hostages on the day of Reagan’s inauguration.

As Houshang Lavi told the author that he himself had worked with the
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CIA since at least early 1979, and as he claimed to have already known
vice-presidential candidate George Bush’s friend and colleague Laurence
Silberman, who was then Allen’s foreign policy co-chairman in the Reagan-
Bush campaign, the possibility must be seriously entertained that Senator
John Tower’s then aide Robert McFarlane and the Reagan-Bush camp
worked with Lavi to set up the Carter Administration for the fabricated
October 15th arms-for-hostages ‘‘leak’” as a ‘‘sting’” operation. Mr. Lavi,
after all, had a long history of working undercover with the CIA and the
U.S. Customs Service on such operations. We know of at least three such
‘‘sting’’ operations in which he was centrally involved after Reagan and
Bush gained office: two in 1982 and 1984 with Iranian arms dealer Cyrus
Hashemi, and a third in late 1985 and 1986. The latter was a major
operation against seventeen American, French, and Israeli businessmen
and arms dealers ‘‘stung’’ for attempting to ship $2.5 billion worth of U.S.
arms to Iran.

A memo for the record from Harold Saunders, returning to the now-
declassified memoranda on Houshang Lavi’s October 1980 approach to the
Carter Administration, is dated October 21, 1980. It notes that Saunders
finally informed Lavi’s attorney, Mitchell Rogovin, on that day that
*‘(Iranian President) Bani Sadr said Lavi has no authority to speak on Bani
Sadr’s behalf.”” In numerous interviews with the author and other journal-
ists, Mr. Bani Sadr has since reconfirmed that he was not in contact
with Mr. Lavi in October 1980 and that Lavi had no authority to negotiate
on his behalf with the Carter Administration. Once it had determined that
Lavi did not have the blessings of the President of Iran, the Carter
Administration cut off its contacts with the arms dealer. According to one
Carter Administration aide, ‘‘An arms swap, legitimate as it may have
been, was tantamount to paying ransom to terrorists. Too risky, too unreli-
able. Carter had some real problems with it.””*3

As we have mentioned previously, Mr. Bani Sadr claims that Lavi and
other intermediaries in meetings subsequent to the October 2, 1980 con-
tact at the L’ Enfant Plaza Hotel approached the Reagan-Bush campaign,
not on his behalf, but on behalf of his political rivals Hashemi Rafsanjani
and Mohammed Beheshti, who desired to remove him from power. Signif-
icantly, Mr. Saunders notes in his October 21st memo for the record that
Mr. Rogovin told him during their telephone conversation of the same
date:

“‘Rogovin said he had heard that the Iranians were not going to make a
negotiation with the Carter Administration. I [Saunders] said 1 had not
heard that.”’
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In Chapter II, we will see how significant the timing of this *‘tip’” was,
coming as it did in the middle of the October 18-25 ‘‘window of vulnera-
bility’” for an ‘‘October Surprise’’ so dreaded by the Reagan-Bush campaign.

The last declassified memorandum, dated October 29, 1980, is from
Harold Saunders to Deputy Secretary of State Warren Christopher, Presi-
dent Carter’s designated hostage negotiator. It notes that Houshang Lavi
was still insisting on receiving a telegram from the Carter Administration
stating that it was prepared to negotiate the proposed arms-for-hostages
exchange with Iran. With such a telegram in hand, a ‘‘sting’’ operation
could have been consummated. Mr. Saunders avoided making such a
promise and notes that (though the Carter Administration did consider it):

‘“We have never proposed a spares-for-hostages swap. The only way
that issue has come to us has been through such channels as the one
Mitch Regovin has been party to. Apart from the Lavi-Regovin channel,
we have not had proposals from authoritative Iranians for any such
limited [arms-for-hostages] deal. . . . The only time we have received a
list {of military equipment desired by Iran| was through the Lavi-
Regovin channel.’’ [author’s emphasis added]

In summary, Mr. Houshang Lavi, then an Iranian emigré of Jewish
background with a long history of working with the CIA, the Customs
Service, and the Israelis, in all probability worked secretly with the
pro-Reagan-Bush CIA and the Reagan-Bush campaign to lock the Carter
Administration into a political no-win situation in October 1980. If the
Carter Administration rejected Lavi’s offer outright, the Reagan-Bush
camp, which was kept apprised through its CIA and White House moles,
could ‘‘leak’’ the damaging story that Carter wasn’t serious about freeing
the hostages. On the other hand, if the Carter Administration accepted
Lavi’s offer, the Reagan-Bush camp could ‘‘leak’’ the equally if not more
damaging story that Carter was cynically trying to bring the hostages home
before the election for purely political reasons. In short, Mr. Bani Sadr’s
political rivals, Rafsanjani and Beheshti, and Mr. Carter’s political rivals,
Reagan and Bush, may have used Mr. Lavi to make the Carter Administra-
tion an offer they thought it couldn’t refuse, but which it also couldn’t
accept.

Even if Mr. Lavi was not consciously working on behalf of the Republi-
can camp, his efforts could easily have been turned to their advantage. The
recommendation of the unidentified undercover CIA officer who first met
with Lavi on October 2, 1980, purportedly on behalf of the Carter Admin-
istration, against pursuing his arms-for-hostages offer may have been
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designed to discourage the Carter camp from following up a proposal that
the Reagan-Bush campaign could then take advantage of itself. As this
agent met with Lavi on the same day that Lavi met with Richard Allen,
Laurence Silberman, and Robert McFarlane of the Reagan-Bush camp,
and as the CIA at the time was strongly pro-Republican, the agent’s
suggestion not to pursue the Lavi contact may have been intended to serve
the hidden agenda of the Republican campaign. In any case, the congres-
sional committee that investigated the theft of President Carter’s debate
briefing books determined that the source of Richard Allen’s information
about Lavi’s contacts with the Carter Administration was a ‘‘highly-placed
member of the U.S. intelligence community’’ somehow associated with
the Reagan-Bush campaign. That *‘highly-placed’’ intelligence source could
easily have been the undercover CIA agent himself, or even Mr. Lavi.

According to former Reagan-Bush campaign Iran expert Michel Smith,
Mr. Bani Sadr, and Mr. Lavi, Lavi’s meeting at the L’ Enfant Plaza Hotel
on October 2, 1980, with Allen, Silberman, and McFarlane was by no
means his last contact in Washington D.C. with the Republican campaign.
Mr. Lavi has told the author that he had numerous subsequent contacts
with Mr. Bush’s top aide, James Baker. In the next chapter we will also
review reports, some from alleged eyewitnesses, that Mr. Casey, and
perhaps also Mr. Bush himself, held follow-up meetings to discuss the
more palatable proposal of a release of the hostages after, not before, the
November 4th presidential election in exchange for a promise of U.S. arms
through the Israelis, at least one of which was reportedly attended by Mr.
Lavi. President Carter himself became aware of such efforts by the Repub-
lican camp before the election. On June 15, 1988, in an interview on the
Larry King radio program, he revealed:

““There were reports made to me before the election that this was going
on—that the hostages would not be released [to me] and that [U.S.]
weapon sales would be restored to Iran, either directly or through the
Israclis.”"”®

President Carter has not yet revealed, however, how he knew that *‘this
was going on.”’ Perhaps the Democrats had a few ‘‘moles’” of their own.
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LIKE A PHOENIX RISING

Houshang Lavi has told both the author and Playboy magazine reporter
Jonathan Silvers, in separate interviews in 1988, that he and George
Bush’s former CIA counsel Laurence Silberman, who was also Richard
Allen’s aide in the 1980 Reagan-Bush campaign, worked together in early
1979 on a secret Agency mission to remove F-14 Phoenix missiles and/or
Phoenix subsystems, and sensitive Aug-9 radar tracking equipment from
air force bases in Isfahan, Iran, so that they would not fall into the hands
of the Iranian revolutionaries or the Soviets.”” According to Lavi, he,
Silberman, and two Iranian generals-turned-CIA-agents were ‘90 percent
successful in getting the Phoenix missiles [and/or Phoenix missile parts} out
of Iran.”” Lavi’s claim is supported by a report in October 1980, in The
New York Times. In that article, a spokesman for Sperry-Vickers was
quoted as saying that, ‘“When U.S. military technicians left Iran in early
1979, a special effort was made to remove essential parts from the Phoenix
missiles.”’®® The article also quoted an unidentified Pentagon spokesman,
saying that these same Phoenix missile systems had been moved to the Philadel-
phia Navy yard just prior to the 1980 presidential election.”” From the date
of the story, October 30th, it can be inferred that the Phoenix parts,
probably like those Lavi says he and Silberman removed from Iran in
January 1979, were ordered transferred to the Philadelphia Navy yard on
or around October 29th—the day that the Carter Administration rejected
Lavi’s arms-for-hostages offer. Two days later, on November 1, 1980,
Evans and Novak put out a ‘‘special bonus column’ also reporting that
war materiel was being transferred from military warehouses to the same
Philadelphia Navy yard for transfer to Iran.'® Evans and Novak alleged
that the planned shipment of Phoenix parts to Iran was part of a secret deal
exchanging arms for the U.S. hostages. Could Houshang Lavi and Lau-
rence Silberman of the Reagan-Bush campaign, both with long histories of
working with the CIA,'! have been involved in arrangements for the
transfer to Iran of the very equipment they had reportedly removed from
Iran two years earlier? If Lavi’s story is true, they would certainly have
been in a position to know precisely what Iran’s air force needed, and
why.

Immediately after Reagan’s election victory and less than a week after
these reports that the Phoenix missile equipment had been transferred to
the Philadelphia Navy yard for shipment to Iran, Mr. Silberman was
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appointed liaison to the CIA for the Reagan-Bush transition team. In that
position, he would have been able to ensure that the very equipment he
had reportedly removed from Iran would be returned as part of a secret
agreement for the future release of the U.S. hostages to the Reagan-Bush
Administration.

In one of the strangest episodes of the entire campaign period, at about
the same time that the Phoenix parts reportedly arrived in Philadelphia for
supposed shipment to the Khomeini regime, a ship bound for Egypt was
hijacked near Philadelphia and redirected to Iran in a bizarre plot allegedly
involving the Gambino Mafia family of southern New Jersey.'®> Though
press reports at the time stated that its cargo was 13,500 tons of corn, it is
possible that the hijacked ship, which was named The Poet, was carrying
something far more valuable than corn.

Houshang Lavi and his brothers began making arms deals with the
Iranian government as soon as Ronald Reagan and George Bush gained the
White House. Though they have been investigated by the State Depart-
ment, the Customs Service, and the FBI for years, and though it was and
remains illegal to export or conspire to export U.S. arms to Iran, none of
the Lavis have never been charged with a crime.'"’ '

Houshang Lavi was interviewed by the Congressional Iran/Contra Com-
mittee in a closed-door session. Given the wildly contradictory stories and
finger-pointing by the men with whom he claims to have met on October
2, 1980—Richard Allen, Laurence Silberman, and Robert McFarlane—it
is certain that Mr. Lavi had much to enlighten the Committee about.
Whether they asked him the right questions, however, is unknown, as the
proceedings remain classified. Perhaps public pressure will now be brought
to bear on Congress to finally bring what this ‘‘mystery man’’ had to say
into the light.

WHERE'S THE BRIEF?

It is well known that President Carter’s debate briefing books got into the
hands of William Casey, James Baker, and other top-level officials of the
1980 Reagan-Bush campaign. In the summer of 1984, official Washington
turned itself upside down to follow up a footnote in Laurence Barrett’s
book Gambling With History, which mentioned that the Reagan-Bush
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campaign had obtained a copy of President Carter’s debate books. Sud-
denly, a literal footnote in history became history. Congressman Donald
Albosta’s House Subcommittee on Human Resources devoted six months
of hearings and interviews to an attempt to discover how the ‘‘purloined
papers’’ found their way into the Reagan-Bush camp. The scandal that
ensued became known as ‘‘Debategate.”

After six months of investigations, the Albosta ‘‘Debategate’” commit-
tee concluded that the briefing books had entered the Reagan-Bush cam-
paign through campaign manager William Casey, who in turn gave them
to James H. Baker I1I, George Bush’s former campaign manager and then
the top aide in charge of debate preparations for the campaign. Despite reams
of press coverage on the scandal and over two thousand pages of published
testimony in the committee’s two-volume final report, published in May
1984, three key facts about ‘‘Debategate’” are still not widely appreciated
by the general public—perhaps by design.

The first is that President Carter’s debate briefing books were obtained
by the Reagan-Bush campaign as a windfall of its larger ‘‘intelligence
operation”’ designed to net much bigger fish—classified ‘‘inside’’ infor-
mation on the Carter Administration’s ‘‘October Surprise’’ negotiations for
a pre-election hostage release. According to Frank Askin, counsel to
Congressman John Conyers, who investigated the ‘‘October Surprise’
story and its relationship to ‘‘Debategate’’ in 1987 and 1988, *‘William
Casey set up a mammoth intelligence operation, including past and present
members of the military and intelligence communities, to spy on Carter’s
negotiations with Iran. This is the network which obtained the Carter
debate papers.’'™

The second fact not well understood about ‘‘Debategate’” is that the
definitive evidence that President Carter’s debate briefing book was in fact
stolen surfaced on the day after the Albosta subcommittee decided to
“‘indefinitely postpone’’ its investigation, in mid-January 1984. The third
little-appreciated fact about ‘‘Debategate’ is that the Reagan-Bush cam-
paign actually used one of President Carter’s briefing books during Presi-
dent Reagan’s debate rehearsals, in which former Congressman and former
aide to then presidential candidate John Anderson, David Stockman,
“‘played’’ President Carter. We will address the latter fact first.

Ronald Reagan took time out from his campaign on October 25, 26,
and 27, 1980, to rehearse for the October 28, 1980 presidential debate.
These debate rehearsals were held in the garage at ‘“Wexford,”” the West
Virginia estate where the Reagans stayed during the final months of the
campaign. Photographs of the rehearsals taken inside the Wexford garage
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show that it had been fitted with stage lights, two podiums—Reagan’s on
the right and Stockman’s on the left—and a row of tables for top campaign
officials and consultants *‘playing’’ the panel of journalists who would ask
questions of the candidates during the debate, or who just observed or
made suggestions. At the back of the garage, opposite the podiums, was a
video camera operated by Mr. William Caruthers.'” The photographs
include Reagan, Stockman, James Baker, debate team member Frank
Hodsoll, communications expert David Gergen, economist Alan Greenspan,
campaign chief of staff Edwin Meese, communications consultant Myles
Martel, domestic policy adviser Martin Anderson, and other campaign
officials. From his testimony to the Albosta subcommittee it is known that
the campaign’s foreign policy and defense adviser, Richard Allen, also
participated in the Wexford rehearsals.

The most important and obvious place for President Carter’s debate
books to have been used would have been in the Wexford garage during
these debate rehearsals. In fact, there is a large body of evidence that they
were used there. In one photograph taken of the rehearsal sessions, a dark
binder can be seen resting on Stockman’s podium. The color of this binder
is significant, because the congressional investigation revealed that Presi-
dent Carter’s debate briefing books were in hardcover black binders. The
Reagan debate briefing books, prepared by James Baker and Frank Hodsoll’s
team, were in red, light blue, and mixed-color binders. Stockman himself
boasted in a public address in Cassopolis, Indiana, on October 28, 1980,
the day of the debate, that he had used President Carter’s debate books to
coach Reagan in the rehearsals. As we shall see, he had been using them
one day before, in a rehearsal in the Wexford garage. During the debate
itself, according to the Elkhart Truth, President Carter ‘‘said almost word
for word what Stockman predicted’’ at Cassopolis.

Richard Allen told the congressional committee investigating ‘‘Debategate’
that, during the debate rehearsals, someone in the garage called out that
the Reagan campaign had obtained Carter debate briefing materials.'% It is
unlikely that this would have happened unless the ‘‘materials’’ were being
used in the garage during the rehearsals.

On October 26, 1980, the day of one of the rehearsals, Frank Hodsoll
told Myles Martell, both of whom can be seen in the photographs of the
debate rehearsals, that the campaign had obtained President Carter’s debate
briefing books.'?” A copy of President Carter’s foreign policy debate book
was later found in Frank Hodsoll’'s campaign files. A copy of the same
foreign policy book was also found in the campaign files of David Gergen,
who was also at the rehearsals in the Wexford garage.
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Milton Graham, 1980 Reagan-Bush campaign photographer, told the
author in an interview that he was present in the Wexford garage taking
photographs from 1:00 to 5:00 p.m. on the afternoon of October 27th, the
last of the three days of debate rehearsals. He described what he observed:

*‘Stockman had to have been using Carter’s debate briefing books. He
had it down word for word. Stockman had memorized whole paragraphs
from the debate books—verbatim. It was as if he were the embodiment
of Carter. In fact, Reagan got really angry at how good he was. His
temples would flare, almost like they were going to burst, he was so
angry at how good Stockman was at being Carter.’*!*® [author’s emphasis
added]

After developing the photographs he took on October 27th, Graham kept
thirteen or fourteen negatives and put the rest of the negatives and all of
the seventy-two photographs in a filing cabinet in the campaign’s press
area. After the November 4th election, when he returned to check on
them, all of the photographs showing Reagan-Bush campaign officials in
the Wexford garage were missing. Only those showing Reagan and Stock-
man at the podiums, and in one case James Baker at the podium with
Reagan, were still there. No one seemed to know who had removed the
majority of the photographs, or why they wouldn’t want it known who else
was in the room. According to Graham, when the Iran/Contra affair began
to break, the FBI threatened him if he talked to the press about what he
knew.

Though the final Albosta report on ‘‘Debategate’” claimed, in the intro-
ductory section, that it contained all testimony taken by the committee,
key testimony was in fact left out of the report. In late August 1983, the
author, whose office in Reagan-Bush campaign headquarters was next
door to the debate preparation team, gave over 3 hours of tape-recorded
testimony to the majority counsel for the Albosta subcommittee, at their
request. This included an account of White House speechwriting aide
Misty Church having told the author that Ann McGlinn—a secretary who
worked in Room 208 of the Old Executive Office Building next to the
White House during the Carter Administration—openly boasted of having
leaked President Carter’s debate briefing materials to the Reagan-Bush
campaign. Not only was this testimony left out of the final congressional
report on ‘‘Debategate,”” the report did not even mention that the author
had given solicited testimony. When the author wrote to Congressman
Donald Albosta pointing out the omission and requesting an explanation,
he wrote back ‘‘explaining’’ that the testimony had been left out of the
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report in the interests of the author’s security. Why the subcommittee
chose not to apply the same criteria to the dozens of other witnesses,
whose ‘‘security’” interests were just as real and whose testimony they did
include, remains a mystery.

Ann McGlinn, the Carter secretary who the author was told boasted
about leaking debate materials, survived the ‘‘ruthless purge’ of Carter
Administration secretaries by Edwin Meese immediately after Reagan
gained the White House. Jim Roland, another Carter White House staffer,
testified to the Albosta subcommittee that he had left thirteen copies of
President Carter’s debate briefing books in Ms. McGlinn’s office on the
morning of October 24, 1980, the day before the first Reagan-Stockman
debate rehearsal, where they were needed most.

Another Carter White House aide, Kathy Reid, who had direct access to
President Carter’s debate briefing books, also survived Meese’s ‘‘purge.’’
Reid had the final versions of the foreign policy and domestic policy
briefing books in her possession as soon as they were first completed, at
2:30 AM. on the morning of October 27th, at Camp David. Milton
Graham heard David Stockman speaking ‘‘verbatim’’ from President Car-
ter’s debate books during the Reagan’s third debate rehearsal later that
same day.

A third Carter White House secretary who survived the Meese ‘‘purge’’
was Wilma Hall, the mother of Fawn Hall, who was Oliver North’s
secretary during the Iran/Contra operations. In October 1980, Wilma Hall
was a night secretary to President Carter’s national security adviser Zbigniew
Brzezinski. She typed the foreign policy debate briefing book, a copy of
which ended up in the campaign files of Reagan-Bush aides David Gergen
and Frank Hodsoll. In a sworn affidavit to the congressional ‘‘Debategate’
subcommittee, Mrs. Hall claimed that she had no knowledge of how
President Carter’s debate briefing books got into the Reagan-Bush cam-
paign. Yet, in this same affidavit she states, astoundingly: “‘I have not
purposefully withheld information from the Subcommittee on Human Re-
sources that is relevant to its investigation of materials during the 1980
presidential campaign,”’ and then crossed out and initialled the word
““purposefully.”'”® As Wilma Hall was the secretary to President Carter’s
national security adviser Zbigniew Brzezinski, it is interesting to note that
the ‘‘Debategate’’ investigation also revealed that Reagan-Bush campaign
foreign policy adviser Richard Allen obtained copies of Brzezinski’s ‘‘some-
times extraordinarily sensitive’’ daily NSC staff reports prepared by his
senior aides.''"” Mrs. Hall was also the secretary of national security adviser



OCTOBER SURPRISE 47

Robert McFarlane at the time of the genesis of the secret arms sales to Iran
in 1985.'!!

The final report of the Albosta Subcommittee, which investigated
“‘Debategate,”” concluded that Reagan-Bush campaign manager William
Casey received the debate briefing books at campaign headquarters from
an ‘‘informant,”’” who received $2,860 for his ‘‘services,”’ and passed
them to George Bush’s former campaign manager and the debate team
leader, James H. Baker IIl. Though Baker insisted that the debate books
had been delivered to the Reagan team by Casey, Casey contradicted him,
claiming that he had never seen any Carter debate materials during the
campaign period.'!? Casey also castigated Baker in the open press after the
scandal broke, saying that ‘‘He should have known better than to touch
such political dynamite.”’'"? Despite the public disagreement, Mr. Baker’s
version of events is almost certainly the more accurate one. Casey later
boasted that he was ready to challenge Baker to a ‘‘lie detector shootout’’
over who was telling the truth about how the debate papers entered the
campaign because, he said, a polygraph could be beaten ‘‘with Valium and
a few tricks.”’!"

As noted earlier, the debate rehearsals in the Wexford garage were
recorded on videotape. The audio portion of those three days of video-
tapes, therefore, shows exactly what was said in the room. If the transcript
of the audio portion of those tapes had been released, the public would
have been able to compare it with the text and questions-and-answers from
President Carter’s debate briefing books to see for itself whether his debate
books had been used in the rehearsals by the Reagan-Bush campaign. But
no transcripts of the videotapes made it into the 2,413 pages of the
allegedly ‘‘complete’” final report of the congressional ‘‘Debategate’
investigation.

The Federal Bureau of Investigation, which is under the auspices of the
Department of Justice, reviewed the videotapes for the Congressional
subcommittee. In 1987, a Freedom of Information Act request was filed
requesting the tapes and/or the transcripts. The tapes were refused. When
the transcripts were released by the Reagan-Bush Administration, 90
percent—almost all—of the text had been censored.''> Even with the 10
percent remaining, however, it is clear that the FBI had made the 1980
Reagan-Bush campaign’s ‘‘October Surprise’’ intelligence operation and
William Casey’s attempts to obtain classified information on President
Carter’s hostage plans a major focus of its ‘‘Debategate’’ investigation.
Clearly, the final and ‘‘complete’’ report of the Albosta Subcommittee
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revealed only what was not important for an understanding of this massive
breach of security, ethics, and the law.

After the congressional ‘‘Debategate’’ investigation was ‘‘indefinitely
postponed’” in mid-January 1984, Attorney General Edwin Meese, who
had been in the Wexford garage during the debate rehearsals, came under
scrutiny as the result of numerous charges of impropriety. An independent
counsel, more popularly known as a ‘“‘special prosecutor,’” was appointed
under the Ethics in Government Act to investigate the charges, which
included allegations of Mr. Meese’s participation in ‘‘Debategate.”

Shocked at what had been left out of the final report of the Albosta
Subcommittee, the author wrote to the independent counsel, Mr. Stein,
summarizing the evidence that President Carter’s debate briefing books
had been used during the rehearsals in the Wexford garage and urging him
to compare the audio portion of the videotapes with the text of Carter’s
questions-and-answers from his debate briefing materials with that in
mind. Yet Mr. Stein chose not to ask the FBI for this one piece of
evidence which could definitively have proven, or disproven, that David
Stockman had used the debate books during the rehearsals or in prepara-
tion for them. Instead, he merely accepted the ‘‘word’’ of the Federal
Bureau of Investigation that there was allegedly ‘‘no reasonable parallel’’
between the transcript of the audio portion of the videotapes and President
Carter’s debate briefing materials.''® If, in fact, there was no ‘‘reason-
ably clear parallel’”” between the two, it remains a mystery why the
Reagan-Bush FBI felt it necessary to censor almost 100 percent of the tran-
script of the tapes before releasing them to the public under the Freedom of
Information Act.

In correspondence with independent counsel Stein, the author also rec-
ommended that he investigate the nature of the debate briefing books,
which are clearly visible in photographs of the debate rehearsals in the
Wexford garage. In his final report, Mr. Stein analyzed the Reagan-Bush
debate books on the tables where campaign aides were seated, but did not
even mention the key dark-colored briefing book clearly visible on David
Stockman’s podium in some of the photographs, the only one that really
mattered. Again, the section of the Stein report on ‘‘Debategate,’’ like that
of the congressional subcommittee, revealed only what was not important
for the public to know.

On January 18, 1984, the Congressional Albosta Subcommittee ended
its investigation with a recommendation that the attorney general appoint a
special prosecutor to continue the inquiry under the Ethics in Government
Act. That act requires the Attorney General, upon receipt of ‘‘specific and
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credible information’’ showing possible wrongdoing by high officials, to
promptly undertake an investigation and report the results to a special
judicial body. Yet both outgoing Attorney General William French Smith
and the new attorney general, Ed Meese, not surprisingly, chose to ignore
the law. In March 1984, a federal judge ruled that the Justice Department
had acted improperly. U.S. District Judge Harold Green determined that
the attorney general should have conducted a ninety-day preliminary inves-
tigation, as required by law, based upon the more than ‘‘specific and
credible information’’ compiled by the congressional ‘‘Debate’’ subcom-
mittee over a period of six months. It should have reported its results to a
special division of the U.S. Court of Appeals chosen by the Chief Justice
of the Supreme Court to determine if an independent counsel should be
appointed to pursue the case, as required by law.''” The Reagan-Bush
Justice Department, however, did nothing.

The most significant evidence that President Carter’s debate briefing
books were actually stolen surfaced—perhaps coincidentally, perhaps not—
only one day after the Congressional ‘‘Debategate’” subcommittee decided
to ‘‘indefinitely postpone’’ its investigation. The congressional investiga-
tion closed down on January 18, 1984. That same day, an 8th grade
schoolgirl, Kristin Preble, ‘‘rediscovered’” what was soon to be identified
as the original debate briefing book of President Carter’s White House
press secretary and top aide, Jody Powell. It was found in a closet in her
home in Bradford Woods, Pennsylvania, a little town about 20 minutes by
plane from Cleveland, Ohio, where the October 28, 1980, Carter-Reagan
presidential debate was held.!'® According to Kristin’s mother, Carol
Preble, in an interview with the author, her daughter ‘‘found’’ the debate
book, which had been in the closet for almost four years, and received her
permission to take it to school to complete an assignment on U.S. presi-
dential elections for her social studies class.

The next morning, January 19, 1984, the day after the congressional
investigation closed down, Kristin Preble took Jody Powell’s debate brief-
ing book to her social studies teacher, Mr. James DeLisio, at the Ingomar
Middle School just north of Pittsburgh, Pennsylvania. Mr. DeLisio had
just finished an article in the local newspaper on the ‘indefinite postpone-
ment’’ of the ‘‘Debategate’’ investigation when she turned in her ‘‘assign-
ment’’ about 8:00 a.m. that morning. When he saw the briefing book
marked clearly with a large white label: ““CARTER DEBATE"’ his eyes
popped out. In his hands was not only an original of President Carter’s
debate briefing book in a hardcover black binder, but also an inch-and-a-
half-thick stack of loose White House documents marked *‘CLASSIFIED”’
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“EXECUTIVE CLASSIFIED,”” and ‘*ADMINISTRATIVELY CLASSI-
FIED.”IZO

After school, Mr. DeLisio took the debate briefing book and the sheaf
of papers home to his residence in Sewickley, Pennsylvania. Though
DeLisio told the press, which came calling in droves, in January 1984, that
‘I really didn’t even look at them, and I especially didn’t want to look at
the one that had something to do with Iran,”” he revealed quite a different
story to the author once the heat wore off. According to Mr. DeLisio, he
and his wife, Carol, read through the briefing book and papers from about
5:00 p.m. to 10:00 p.m. the night of January 19th. It was only by so
doing, he said, that he realized that the book and papers should be turned
over to the FBL.'*' Mr. DeLisio said that the loose Iran-related documents
showed without question that the Carter White House refused to deal with
the Ayatollah Khomeini to resolve the hostage crisis and was willing to
work only with Iranian President Bani Sadr and another Iranian official
who he said was identified in the papers by a code name. Mr. DeLisio also
remembered that one of the memoranda stated that President Carter’s top
aides realized that it would ‘‘take a miracle’” to win the election if the
hostages didn’t come home in mid-October 1980. He also recalled that
most of the memos were to President Carter or to Jody Powell.

On the morning of January 20, 1984, Mr. James DeLisio called the
Federal Bureau of Investigation in Pittsburgh only to find that no one
would believe that he had either classified White House documents or
President Carter’s debate briefing book. After speaking to a number of
agents, someone finally asked him to check the bottom of a document and
read off the ‘‘classification line.”” When he did, the agent barked, ‘‘Freeze!
Don’t move! We're coming for them!”’ But DeLisio had to teach a class
that morning and left the briefing book and papers with the school’s
principal, from whom they were picked up by the FBI. As part of the
FBI’s subsequent investigation, President Carter’s former White House
press secretary, Jody Powell, confirmed that the book was his original
copy. 22

That is how an original of President Carter’s debate briefing book got
into the hands of the FBI. What is more interesting by far is how it got into
the hands of Kristin Preble’s father. According to Kristin’s mother, Carol,
her husband, Alan Preble, ‘‘found’’ the briefing book and papers on his
bed at the Bonds Court Hotel in Cleveland, Ohio, where he was staying
while attending a conference during the time of the Carter-Reagan debate,
which was held in Cleveland on the night of October 28, 1980. The Bonds
Court Hotel happened to be where the Carter presidential party was
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staying, beginning on the night of October 27th. Mr. Preble’s room, his
wife recalled, was in the same hotel and on the same floor as Jody
Powell’s.

According to press reports after Mr. DeLisio turned the papers over to
the FBI, a “*‘maid’’ had allegedly placed Mr. Powell’s briefing book and
classified papers on Mr. Preble’s hotel-room bed, thinking that he was part
of the presidential party.'*? Rather than turning them into the hotel desk,
however, Mr. Preble took them home to his house in Bradford Woods,
Pennsylvania. When Mrs. Preble asked her husband how he came by the
documents, she recalled, he gave a story different from the one in the
press. He told her that a maid had said that Jody Powell had handed her
the debate briefing book and papers and had said to ‘‘Put them in that
room.”’ The maid, presumably, then put them in the ‘‘wrong’’ room.

If Mrs. Preble’s memory is accurate, her husband’s account is almost
impossible to believe. President Carter’s White House press secretary
simply would not have handed a package of highly classified U.S. Govern-
ment documents and his own incredibly sensitive debate briefing book to a
stranger, let alone a hotel maid. There is also the question of why Mr.
Preble was allowed to have a room in the same ‘‘secure’’ area as the
President’s party.

It is far more likely that the Bonds Court *‘maid’” used her master key to
take the briefing book and papers from Mr. Powell’s locked hotel room
sometime on October 27th in time to be used by the Reagan-Bush debate
team in their final debate rehearsal of the same day. They could then have
been returned to the ‘‘wrong’’ room on the 29th, the day after President
Carter’s party left, as Mrs. Preble recalled. By the time her husband found
the materials on his hotel-room bed, she remembered his having told her,
Mr. Powell and his colleagues had already checked out. Alternatively, of
course, Mr. Preble, who was then a steel-marketing executive with Na-
tional Intergroup Corporation, may have been acting as an agent of the
Republican campaign himself. Unfortunately, personnel at the Bonds Court
Hotel claim that their records have probably not been maintained back to
1984, and would be confidential in any case.

Also unfortunately, Mr. Alan Preble is not alive to clarify the situation.
According to his wife, he died of a brain tumor—as did William Casey
just before he was to testify to Congress—in the summer of 1983, just as
the congressional investigation into how President Carter’s debate briefing
books found their way into the Reagan-Bush campaign was getting under-
way. According to Mrs. Preble, her husband read through the debate book
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and the classified papers after bringing them home from the Cleveland
hotel.

Intriguingly, the Associated Press left one key fact out of its January 21,
1984, report of the ‘‘discovery’’ of Jody Powell’s debate briefing book by
schoolgirl Kristin Preble. The wire service, which is picked up by newspapers
across the United States, reported only that Mr. Alan Preble had ‘found”’
President Carter’s debate briefing book on his hotel-room bed in an
“‘unspecified city.’” That ‘‘unspecified city,”” of course, was none other
than Cleveland, Ohio, where the October 28, 1980, presidential debate
between Ronald Reagan and President Carter took place—a mere minor
detail.

When a colleague of the author’s interviewed Mr. Jody Powell about his
reaction to the ‘*October Surprise’” story, curiously he made no mention of
the fact that his own debate briefing book had disappeared from the Bonds
Court Hotel in Cleveland, Ohio, while he was there the day before the
debate.'** He did say that he believed that the real target of the Reagan-
Bush campaign’s ‘‘intelligence operation’’ had been information about
President Carter’s hostage negotiations and any last-minute rescue plans,
which might have been discussed in classified memoranda. When asked
for his reaction to the ‘‘October Surprise’’ allegations, according to the
interviewer, Powell said that there should not only be a criminal investiga-
tion, but that ‘‘“These guys should be hung out to dry.”’

“QUIET DIPLOMACY”

During the October 28, 1980, presidential debate between President Carter
and Ronald Reagan, journalist Barbara Walters asked Mr. Carter to com-
ment on reports that he might be negotiating a release of the hostages for
weapons and spare parts. President Carter responded: ‘‘If the hostages are
released safely, . . . we would make delivery on those items which Iran
owns.”’ The United States government at the time was holding some $240
million worth of military equipment which President Carter had embargoed
shortly after the hostages were taken in November 1979, arms which were
therefore formally ‘‘owned’’ by Iran. When Barbara Walters asked Presi-
dent Carter that question, Ronald Reagan must have been smiling. For,
based on his campaign’s ‘‘purloined’’ copies of the president’s debate
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briefing books, Mr. Reagan already knew exactly what Mr. Carter was
about to say. The 10 percent of the FBI report on the debate rehearsals that
made it past the Reagan-Bush Administration’s censors contains a refer-
ence to ‘‘Q [Question] #7 on ‘Reagan Debate Practice Tape #2.” > The
question was, ‘‘Would the candidate sell military spare parts to Iran in
exchange for the hostages?’’ Though the question was not censored, the
answer was.

During the October 28th debate, in response to a similar question from
Ms. Walters as to how he would resolve the hostage crisis, Ronald Reagan
had a far more interesting answer:

‘I have been accused lately of having a ‘secret plan’ with regard to the
hostages. . . . My ideas require quiet diplomacy, where you don’t say
what it is you're thinking of doing.”’
In the next chapter, ‘‘Quiet Diplomacy,”” we will see what a group of
self-proclaimed eyewitnesses have to say about the kind of ‘‘quiet diplo-
macy’’ Ronald Reagan may have had in mind.



QUIET DIPLOMACY

“l am a man who sees life in terms of missions.
Missions defined, and missions completed.”

Vice-President and Presidential Candidate George Bush
Republican National Convention, 1988

As the October 18, 1980, opening of the ‘‘October Surprise’” window of
vulnerability drew near, fear among the leaders of the Reagan-Bush cam-
paign rose perceptably. Press reports described the atmosphere inside
national Reagan-Bush campaign headquarters as one of ‘‘trepidation bor-
dering on paranoia.”’! Time magazine’s poll put Carter ahead of Reagan 42
to 41 by mid-October. As of October 16, pollster Richard Wirthlin’s more
precise vote projection program, PINS, put Reagan ahead by 6 percentage
points on election day,” but the lead could be wiped out in an instant by
the 10 percentage point surge President Carter was expected to receive if
he brought the hostages home between October 18th and 25th. Then, on
precisely the 18th, the dreaded opening of the window of vulnerability,
after Reagan’s ‘‘trees cause pollution’’ gaffe and Carter’s hard-hitting
images of Reagan as a war mongerer, even media coverage turned against
the Republican candidate.

Adding to the fear already raised by Wirthlin’s absolutist warnings, the
Reagan-Bush campaign had learned through its moles inside the Carter
Administration that the Ayatollah Khomeini had decided that a Carter
victory aided by a pre-election hostage release would be advantageous to
the new Iranian revolution.> As a result, the head of Khomeini’s secret
police SAVAMA had just been to Washington meeting with CIA offi-
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cials during the second week in October, only one week before the
opening of the dreaded window of vulnerability. The Iranian official and
Agency representatives discussed a plan to free the hostages before the
November 4th election in conjunction with Iran’s need for U.S. weapons
and spare parts to fight the new war with Iraq, which had just begun on
September 22nd.* A Carter official almost certainly involved in these
negotiations, or intimately knowledgeable about them, was Donald Gregg,
the CIA’s liaison to President Carter’s National Security Council, who
would shortly become Vice-President George Bush’s top national security
adviser. The Reagan-Bush campaign’s chief foreign policy adviser, Rich-
ard Allen, quickly learned of the CIA’s negotiations with the Khomeini
emissary. A memorandum in Allen’s handwriting uncovered during the
congressional investigation into the theft of President Carter’s debate
briefing books reads, ‘‘FCI [Fred C. lkle, a member of Allen’s ‘‘October
Surprise’” Group]—Partial Release of hostages for parts.”’

Within days of the SAVAMA chief’s visit, President Carter sent an
official message to the Khomeini regime, dated October 11th, offering
$150 million in U.S. arms, including aircraft spare parts®, an amount only
$10 million less than the CIA and Khomeini’s emissary had discussed,
$160 million. At the same time, then President of Iran Abolhassan Bani
Sadr confirms, an agreement between his government and the Carter
Administration had been reached®, and by October 15th the Washington
Post was predicting a ‘‘break’’ in the hostage crisis based upon interviews
with “‘senior U.S. [Carter] officials.””’

As the window of vulnerability opened on October 18th, therefore, the
long-feared ‘‘October Surprise’’ seemed imminent at Reagan-Bush na-
tional campaign headquarters where the time for counteraction had clearly
come. Just as this decision was being forced upon the campaign’s leader-
ship, Iran’s Prime Minister Mohammad Ali Rajai happened to visit the
United Nations. Arriving on October 16th, Rajai, who had been appointed
a member of Iran’s hostage release policy committee, refused to meet with
President Carter, Secretary of State Edmund Muskie, or any other Carter
Administration official. As fate, or design, would have it, he was due to
leave New York on the night of the opening of the ‘‘window of vulnerabil-
ity,”” October 18th.

Between October 18th, the date that Rajai left New York, and October
20th, something of major significance happened to change Khomeini’s
mind about negotiating a pre-election hostage release with the Carter
Administration. Unaccountably, the Iranian government decided to com-
pletely ignore President Carter’s official offer of desperately needed arms
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and spare parts.® Iran did not even acknowledge having received the White
House communication. As Rajai was visiting New York and refusing to
talk with Carter Administration officials, Israeli Prime Minister Menachem
Begin sent a “‘test’”” planeload of American military equipment to Tehran
without having first obtained President Carter’s permission.” (Begin would
shortly meet with Houshang Lavi, the alleged Khomeini emissary who
offered an arms-for-hostages proposal to Richard Allen and Robert McFarlane
in early October.'’) According to Iran’s President Bani Sadr, then ‘‘every-
thing [Iran’s negotiations with Carter] stopped.’”"!

On October 20, 1980, only two days into the period of greatest danger
from a pre-election hostage release and two days after Iranian Prime
Minister Rajai left New York, Reagan-Bush campaign manager William
Casey suddenly was no longer worried about an ‘‘October Surprise.’’!?
Within only 24 hours of whatever had happened to give Casey his surge of
confidence, Mitchell Rogovin, the man who had been vice-presidential
candidate George Bush’s special counsel at the CIA when Bush was
director in 1976, told President Carter’s assistant secretary of defense,
Harold Saunders, that ‘‘he had heard that the Iranians were not going to
make a negotiation with the Carter Administration [before the election].”’!3
This was information so ‘“‘inside’’ that even the official in charge of the
hostage crisis at President Carter’s State Department, Mr. Saunders, had
not yet learned about it.'* The same day as Rogovin’s astonishing ‘‘tip”’ to
Saunders, October 21st, presidential candidate Ronald Reagan made refer-
ence on the campaign trail, for the first time, to his “‘secret plan’’ to free
the hostages.'> Twenty-four hours later, on October 22nd, Prime Minister
Rajai, having returned to Iran, announced officially what Rogovin had
gained advance intelligence of: despite the recent invasion of its territory
by Iraq, Iran was suddenly dropping all demands on the Carter Administra-
tion for U.S. arms and spare parts in its negotiations for release of the
hostages.'® The reason for the surprise switch, according to an Iranian
journalist, was that the Khomeini regime had just been guaranteed another,
better, source of arms.'” “‘It was amazing,”” President Carter’s then Iran
expert on the National Security Council, Gary Sick, recalls. *“They were at
war, after all.”’'® According to then Iranian President Abolhassan Bani
Sadr, the Ayatollah Mohammed Beheshti, Khomeini’s number-two man,
told him at about this same time that ‘‘they’’ (according to Bani Sadr,
Beheshti and Iran’s parliamentary speaker Hashemi Rafsanjani) had re-
ceived a better arms offer from the Reagan-Bush camp and no longer
needed to deal with President Carter.'”

““This better offer,”” received by Khomeini was no doubt the reason for
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an ‘“‘abrupt’’ and ‘‘dramatic’’ change in his attitude and the behavior of the
religious clerics around him in October 1980, observed by Iran’s former
ambassador to the United Nations, Mansur Farhang.?® *‘There was a very
dramatic change of mood among the Iranian clerics [religious leaders] in
October 1980 towards the [Carter] negotiations to release the hostages,’
Farhang recalls. ‘‘I was completely dumbfounded, confused, incapable of
making sense of it at the time. . . . We who claimed Iran would get a
better deal with Carter were dismissed. They [Beheshti, Rafsanjani, and
Khomeini’s son Ahmed] said Iran would ‘do better’ with Reagan.’’?! The
way in which the American hostages were treated also shifted dramatically
in October 1980. According to then hostage William Belk, in October
‘“‘everything changed.”” He and other hostages were moved from Evin
Prison and suddenly treated far better, as if their captors had learned that
their year-long ordeal had finally produced a promise of future dividends.*?
“It’s an interesting question why the [prospect of] promising meetings
[with the Iranians] we had in September [1980] ended so abruptly,”
Warren Christopher, President Carter’s designated hostage negotiator, told
the Los Angeles Times.?® Interesting, indeed.

After leaving New York on the night of October 18th, Iranian Prime
Minister Mohammad Ali Rajai reportedly stopped off in Algiers on his
way to Iran. Back in Tehran on October 22nd, he made the surprise
announcement that Iran would refuse to consider arms and spare parts from
the Carter Administration as part of a negotiated resolution to the hostage
crisis. Something had happened between October 18th, the night that he
had left the United States, and October 22nd to change Khomeini’s mind
about receiving arms from the Carter Administration to fight its new war
with Iraq. Mr. Rajai, therefore, may have made other stops besides Algiers
before returning home. After Rajai’s return, Sadegh Ghotbzadeh, Iran’s for-
eign minister at the time, and according to former SAVAK official Mansur
Rafizadeh also a CIA agent, told then Iranian President Bani Sadr that
“They [the Americans] have solved the ‘problem’ with Rajai.”’** As Rajai
had refused to meet with President Carter, Secretary of State Muskie, or
any other Carter Administration official, this ‘‘they’’ had to refer to some
other group of ‘‘Americans’’ who had pressing reason to negotiate with
Iran. According to Rafizadeh, it was also Ghotbzadeh who, on behalf of
Bush-loyalists in the CIA, persuaded Khomeini to delay release of the
American hostages until Ronald Reagan’s inauguration, based upon meet-
ings before the 1980 election.?® Perhaps coincidentally, perhaps not, in
“‘mid-October 1980, Reagan-Bush campaign manager William Casey
had received a solicited plan from Hoover Institution fellow Herbert Cohen
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outlining a strategy for obtaining a hostage release on precisely this date,
Reagan’s inauguration.?® According to the 1980 Reagan-Bush campaign’s
Iran expert, Michel Smith, who worked with CIA-linked ‘‘October Sur-
prise’’ intelligence operation ‘‘rogue’’ Stephan Halper, Halper was asking
about Ghotbzadeh at about this same time.?” Then, on October 24th or
25th, an assistant to Stephan Halper’s “‘October Surprise’’ intelligence
operation echoed William Casey’s newfound confidence, boasting to the
author in the Operations Center where Smith worked that the campaign no
longer needed to worry about an ‘*October Surprise’’ because ‘Dick cut a
deal.”” Richard (‘‘Dick’’) Allen, the head of one of the campaign’s ‘‘Octo-
ber Surprise’” Groups, had recently met in Washington with a ‘‘Khomeini
emissary,’’ reportedly Iranian arms dealer Houshang Lavi, who had of-
fered an arms-for-hostages deal with Iran. According to former CIA
contract agent William Herrmann, who claims he was told by Iranian
Revolutionary Guards officer Hamid Nagashian, Allen had also just re-
turned from Paris where he, Nagashian, vice-presidential candidate George
Bush, Allen’s campaign foreign policy aide Dr. Fred Ikle, Reagan-Bush
campaign manager William Casey, then aide to Senator Tower Robert
McFarlane, soon-to-be Iran/Contra middleman Albert Hakim, and Iranian
officials Ayatollah Mohammed Beheshti, Hashemi Rafsanjani, and Moshen
Rafiq Dust (Nagashian’s superior in the Revolutionary Guards) met in
various combinations to formalize the Reagan-Bush campaign’s ‘‘better’’
arms offer to the Khomeini regime.

The ‘‘they’’ whom Mr. Ghotbzadeh told Iranian president Bani Sadr had
‘‘solved the [hostage] problem’’ with Prime Minister Rajai was clearly not
the Carter Administration but the 1980 Reagan-Bush campaign, in evident
cooperation with Republican loyalists in the Central Intelligence Agency.
And the meeting or meetings at which ‘‘they’’ had solved the *‘problem’’
had to have occurred between October 18th, the end of Rajai’s three-day
stay at the United Nations, and October 20th, the day that William Casey
suddenly was no longer worried about an ‘‘October Surprise’’ (also the
day that George Bush’s friend and former special CIA counsel, Mitchell
Rogovin, received ‘‘inside’” information that Khomeini had changed his
mind about dealing with the Carter Administration before the election).
President Carter himself, in fact, has revealed that he received similar
reports before the 1980 election that ‘‘the hostages would not be released
[to me] and that [U.S.] weapon sales would be restored to Iran, either
directly or through the Israelis.”’'> It was Israel that had just infuriated
President Carter by delivering an unauthorized planeload of American
military equipment to the Khomeini regime.
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What happened between October 18th, the opening of the ‘‘window of
vulnerability,”” and October 20th to turn the situation for both Iran and the
1980 Reagan-Bush campaign so completely around?

According to the former President of Iran, Abolhassan Bani Sadr,
Houshang Lavi had been sent to Washington to meet with Richard Allen
and Robert McFarlane, in early October 1980, by Bani Sadr’s political
rivals in Iran, parliamentary speaker Hashemi Rafsanjani and radical
Hezbollah founder Ayatollah Mohammed Beheshti.*® Contrary to Richard
Allen and Robert McFarlane’s claims that they rejected Lavi’s basic
arms-for-hostages proposal, Mr. Bani Sadr insists that the Khomeini emis-
sary, following his initial contact at the L’ Enfant Plaza Hotel, held
additional meetings with other Iranian representatives and at which the
Reagan-Bush campaign agreed in principle that the hostages would be held
until after the election and that, if elected, Reagan would provide signifi-
cantly more arms than Carter had been offering.”’ The Reagan-Bush
campaign, he said, ‘‘assured the Iranians that ‘third parties’—independent
arms merchants and ‘‘friendly’’ foreign governments, like Israel—would
handle delivery of specific parts and weapons.’’

Then, at the point where the preliminary details of an agreement had
been worked out, Mr. Bani Sadr revealed to The New York Times, a
*‘final’” meeting was arranged at the highest levels of the Khomeini regime
and the Reagan-Bush campaign. ‘‘There was a meeting in Paris between a
representative of Beheshti and a representative of the Reagan-Bush cam-
paign,”” he told Paris correspondent for the Times, Flora Lewis.*® In
subsequent interviews, Mr. Bani Sadr became more specific regarding the
identity of the ‘‘representative of the Reagan-Bush campaign’> who met
with Beheshti’s emissary in Paris. ‘“The first reports’’—which he had said
were from ‘‘military intelligence officials’’ in Iran ‘‘with access to govern-
ment documents’’—*‘stated that [George] Bush had met with a represent-
ative of Beheshti.”’?! Putting together Mr. Bani Sadr’s statements to The
New York Times and to Playboy, the-author inferred that the Bush/Beheshti-
emissary meeting had in fact been the Paris meeting, which Mr. Bani Sadr
said had happened in late October 1980, and wrote the former Iranian
president for confirmation. He responded that in one of the communica-
tions he had received from Iran, ‘‘They inform me that Bush was in the
discussions in Paris . . . that his name had been on the document. I have it
in writing. As long as the present dictatorship is in power [in Iran], it [the
communication] cannot be distributed. Not only the life of the writer
would be threatened,”” he wrote, ‘‘but the lives of many [other] people
would also fall into danger.”’*? Given that the Ayatollah Khomeini has
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authorized the execution, depending on the report, of between one thou-
sand and twelve thousand ‘‘opponents of the revolution’ since the an-
nouncement of a cease-fire in the Iran-Iraq war in August 1988, Mr.
Bani Sadr is no doubt accurate in his assessment.

Mr. Bani Sadr has also revealed that, as President of Iran, he wrote an
official letter to the Ayatollah Khomeini on the day of the signing of the
Algiers Accord in mid-January 1981.%* The Algiers Accord formally ended
the U.S.-Iran hostage crisis. This letter, which he says was based upon his
conversations with the Iranian officials who had organized the Paris meet-
ing(s) and the then Procurer General of arms for Iran’s military, detailed
what was then known about the meeting(s).>* Mr. Bani Sadr says that he
did not take a copy of this letter with him to Paris, where he is now in
exile, but obviously the Ayatollah Khomeini, being its recipient, is in
possession of the original. If true, this would be an unprecedented black-
mail card to hold against two Presidents of the United States, both Ronald
Reagan and his successor, George Bush.

The ‘“‘document’’ referred to in the letter Mr. Bani Sadr claims to have
received, mentioning George Bush’s presence at a pre-election meeting in
Paris, is almost certainly an arms contract. The former President of Iran has
explained in numerous interviews that, as Commander-in-Chief of Iran’s
armed forces at the time, any contracts with foreign countries, including
the United States and Israel, required his signature to be legally binding.
Because Mr. Bani Sadr had refused to sign a waiver, allowing Mr.
Rafsanjani and the Ayatollah Beheshti to set the terms for an arms-for-
hostages agreement, and also the ‘‘document’’ produced at the Paris
meeting, he says, on the day that Reagan and Bush were elected, Novem-
ber 4, 1980, these same Iranian political rivals sent a formal request to
Rafsanjani’s parliament asking Khomeini for his [Bani-Sadr’s] banishment
from Iran.*> According to Mr. Bani Sadr, he had to be forced into exile so
that the agreement made before the 1980 election could be signed by
someone else and the arms could be received by Iran. Mohammad Ali
Rajai, the man whom Ghotbzadeh said had ‘‘solved the problem’’ of the
hostages with ‘‘them’’ before the U.S. election, became Iran’s President
after Bani Sadr was forced to flee lran in July 1981.

Is it possible that Mr. Bani Sadr’s sources inside Iran are correct, as
former President Carter stated in a letter of February 24, 1988, that *‘such
an agreement was made involving Bud [Robert] McFarlane, George Bush,
and perhaps Bill Casey’’ before the 1980 presidential election? Is it
possible that the ‘‘representative of the Reagan campaign’’ who attended
the Paris meeting(s) that Mr. Bani Sadr was informed about was none
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other than Ronald Reagan’s vice-presidential running mate, George Bush?
Is it possible that the ‘‘mystery event’’ we are looking for—which would
explain why Reagan’s campaign manager, William Casey, was suddenly
so certain on October 20th, just two days into the dreaded ‘‘window of
vulnerability,’” that an *‘October Surprise’’ hostage release wouldn’t hap-
pen after all—was, in fact, this very Paris meeting? Is it possible that
William Casey could have been so sure because he was in Paris himself? s
it possible that the Ronald Reagan who ‘‘everyone knows’’ was incapable
of harboring an unkind thought could have conceived, let alone acted
upon, such a ‘‘secret plan’’: to conspire with the most radical fanatics of
an enemy nation to interfere with the negotiations of a sitting U.S.
President to subject fifty-two Americans to seventy-six days of unneces-
sary captivity in order to gain election victory?

Finally, is it possible that these men would run such a phenomenal risk
and subject themselves to possibly as many as four presidential terms,
twelve years, of blackmail by a medieval despot just to increase their
chances of winning the White House? As we shall see, the answer to all of
these questions is, astonishingly: Yes. As Los Angeles Times reporter
Oswald Johnson put it, *‘Pressures inside a modern-day presidential cam-
paign can become so great that individuals take risks that, from a calmer
vantage point, they would not consider worth the candle.’’ Politics, in-
deed, makes strange bedfellows and can produce even stranger sources. If
what a motley crew of self-proclaimed eyewitnesses from the dark under-
belly of the American, Israeli, and French intelligence communities say is
true, Ronald Reagan, George Bush, and William Casey cut the deal
of the century in the ten days before the 1980 election, knowing full well
that the United States would be open to a decade or more of blackmail as a
result.

HEINRICH RUPP’S STORY

Heinrich *‘Harry’’ Rupp is a U.S. citizen and a Swiss national. Trained in
the Adolf Hitler School of Flight in the latter part of World War II, he
claims to have begun flying for the CIA in the late 1950’s for its propri-
etary airline Air America in Southeast Asia. He later flew for another
Agency company, Tiger Air, and for the Saudi royal family. He also
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claims to have worked in the Middle East with former CIA Beirut station
chief William Buckley, who, he says, was betrayed by the CIA.

Rupp’s version of events is contained in a videotaped interview he gave
to KUSA television (Channel 36) in Denver on October 5, 1988. He
claims to have flown William Casey and five other V.I.P. passengers on a
British BAC-1-11 jet from Washington, D.C., National Airport to Le
Bourget Airport outside Paris, France, on the night of October 18, 1980,
via Gander, Newfoundland, arriving approximately 10:00 a.m. Paris time
the morning of the 19th. Though Rupp did not refer to a stop-over in New
York during the interview with KUSA, an unnamed associate told the
Rocky Mountain News that Rupp had said that he flew the plane to New
York on the way to Paris.>® A discrepancy between Rupp’s account and
that given by his attorney, Michael F. Scott of Denver, to In These Times,
is that Rupp has said that he flew Casey and five other passengers to Paris
on the night of October 18, 1980, while his attorney has stated that he tlew
Casey and only three additional V.I.P.’s.>” This is not a serious discrep-
ancy, however, as Mr. Rupp has never claimed to have seen his passengers
while on board the plane, only on the tarmac in Paris, where his view from
the cockpit could easily have been obstructed by the plane’s wings.

Depending on which version is the more accurate one, Rupp’s or his
attorney’s, Heinrich Rupp flew between four and six VIP’s to Paris,
France, on the night of October 18, 1980. This is an interesting number of
passengers in light of the claims of former CIA contract agent, William
Herrmann. Mr. Herrmann is a longtime associate of the deputy minister of
the Iranian Revolutionary Guards, Hamid Nagashian. In a letter to the
author dated March 29, 1989, Mr. Herrmann shared the following recollec-
tion from his conversation with Nagashian in January 1981 about five
Reagan-Bush campaign ‘‘VIP’s’’ whom Nagashian had said were in Paris
in October 1980:

“‘I can confirm the fact that Bush was in Paris in October 1980 and met
with Iranian nationals to stop the release of the hostages held in Iran. I
can further confirm that it was [Robert] McFarlane, [William] Casey and
Dick Allen that were in Paris prior to the Bush meeting trying to make
the deal with the Iranians. However, the Iranians did not want to commit
themselves to the above and only wanted to deal with Reagan or Bush
personally. Allen and McFarlane stayed in Paris and awaited the arrival
of Bush, who showed up within a 24-hour period, bringing with him Dr.
Fred Ikle for this meeting with the Iranians. From the Iranian side, the
following people met, with Bush: Mohammed Beheshti, Rafsanjani,
[Albert] Hakim, Moshen Rafig Dust [Minister of the Revolutionary
Guards], and Hamid Nagashian, his [Dust’s] deputy.”’
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According to Sue Lindsay, a Rocky Mountain News reporter, who
interviewed Rupp, the former Nazi pilot stated that he is ‘*100 percent
certain’’ that he saw then Reagan-Bush campaign manager William Casey
on the tarmac at Le Bourget Airport outside of Paris the morning of
October 19, 1980. He also stated that he is ‘98 percent sure’’ that the
“‘tall man with the crooked eyes’’ he saw on the same tarmac that morning
was former CIA director George Bush.*® Though Rupp did not know
Casey at the time, he told KUSA that when he saw him testifying on
television during the Iran/Contra investigation he instantly recognized him
as the ‘‘Old Professor’” whom he had flown to Paris in October 1980. In a
separate interview, Rupp told the Boston Globe that he was also ‘*99.9
percent sure it was Bush’’ whom he saw at Le Bourget Airport. ‘‘He was
there . . . No if, ands, or in betweens,”” he said.*”

Rupp told his attorney, Michael Scott of Denver, that he believed the
““first officer’” in the cockpit with him on the flight was Joseph Alto, a
retired U.S. Air Force major. Alto co-owns a company in Washington,
D.C., ONA, Inc., which reportedly coordinated Rupp’s travel plans and
those of other CIA missions. According to Scott, the second co-owner of
ONA, Inc., is Khakil A. S. Othman. One of the two is also a general
manager of a company called Saudi Wings, for which Rupp also flew.
Scott has copies of Rupp’s cancelled checks from ONA showing that he
was paid by the company as a pilot.*

According to interviews by former CNN and WABC-TV reporter Kevin
Sanders, Rupp claims that the Grumman Gulfstream 1l jet, which he says
flew then vice-presidential candidate George Bush to Paris on the same
night as Rupp’s flight with Casey, October 18, 1980, was re-fueled at Le
Bourget Airport on Adnan Khashoggi’s credit card, and that Rupp had
seen the same Gulfstream parked at Butler Aviation, either at Burbank or
Van Nuys airports, in California.*' According to Informant ‘Y’ (see
below), the Gulfstream that Bush took to Paris then belonged to Unocal
(Union Oil Company of California) and arrangements for its use on
October 18-19, 1980 had been made by a CIA agent and former ‘‘silent’’
business associate of Bush’s from his days at Zapata Offshore Oil Com-
pany in the 1960’s then associated with Unocal. The man’s name, he
recalled, was something like ‘‘Waddington.”” Although a spokesmen for
Unocal’s aviation office at Burbank Airport refused to confirm or deny this
contention, and a check of Unocal’s annual reports for 1980 and 1981
showed no ‘‘Waddington™ either as a member of the board or as an
executive officer, ‘*°Y’’ insisted that the man had been using Unocal at the
time as an ‘‘Agency cover.”” A check of Federal Aviation Administration
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records did reveal that Unocal had two, if not three, Grumman Gulfstream
IT jets in October of 1980, all three based in California (other planes were
in Texas), and that one, whose call sign was N-760U, was based at
Burbank, near Van Nuys, at the time. The plane’s chief pilot in 1977, the
last year for which the FAA had records, was Charles C. Wheeler. A
source who wishes to remain anonymous, however, told the author that the
pilot of the Grumman Gulfstream II, which allegedly flew Bush to Paris on
October 18, 1980, was Jack Tolliver, who, he said, was ‘‘Felix Rodriguez’s
favorite pilot.”” Rodriguez is a longtime CIA operative who had been a
close associate of Bush’s for years and who reportedly met at least
seventeen times with Vice-President Bush’s top national security staff
during the period of the Iran/Contra operations.

Though the 1988 Bush presidential campaign heatedly denied Heinrich
Rupp’s claims, the day after Rupp’s taped interview with KUSA televi-
sion, on October 6, 1988, federal marshalls arrived to move him to an
undisclosed location, which later turned out to be a prison in Oklahoma.
Rupp was then transferred to the Bureau of Prisons Federal Medical Center
in Rochester, Minnesota, where his lawyer was unable to speak with him.
“‘I’ve spent as long as 35 minutes on the phone trying to get a message to
him,”’ attorney Michael Scott of Denver told In These Times shortly
afterwards. ‘‘But people [ talk to [at the prison] won’t tell me who they
are.”’ Scott said that he had never, in his entire career, had ‘‘this big a
problem’” reaching a client.** An intelligence source told former CNN
reporter Kevin Sanders that the Minnesota medical center had done *‘reha-
bilitation’’ research, using a drug called haloperidol, reportedly used by
the Soviet KGB to destroy memory.**

At the time of his revelations in September and October 1988, Heinrich
Rupp, who was also a gold dealer in Aurora, Colorado, had been con-
victed and sentenced to forty-one years in prison for loan fraud that had led
to the collapse of the Aurora Bank in 1985. He had been charged with
planning to use laundered money through his Swiss banking connections to
purchase $9 million in Mafia funds, which never materialized. Rupp had
already been tried and convicted on the same charges in December 1987,
but had won a new trial when a co-defendant in the case, Faud Sam
Jezzeny, filed a letter with the court saying that Rupp had been a victim of
a plot to entrap him. Rupp claims that the Aurora scheme was sanctioned
by the CIA for whom he was working at the time, as part of an Iran/Contra-
related ‘‘national security operation.’” He says that federal agents asked
him to pose as a money launderer and that he reported his actions to the
Agency, but the jury didn’t buy his story. Another self-proclaimed former
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Agency operative told the author that the Agency ‘routinely’ laundered
Mafia money to ‘legitimate’ it for the purchase of arms in the Iran/Contra
operation.*> Just before Rupp and Jezzeny’s second trial in September
1988, Jezzeny jumped bond on Labor Day weekend and fled to Texas. A
law enforcement official who was asked by Rupp’s friend Richard Brenneke
(see below) to locate Jezzeny checked his computer, which came up “‘FBI
Priority 1.”" At the time, Jezzeny was reportedly being grilled by federal
marshalls in a safe house in Texas before being returned to Colorado.*® At
the time of this writing, Rupp’s sentence has been reduced from forty-one
to two years.

After his conviction in the retrial on September 15, 1988, Rupp’s
attorney filed a motion for yet another trial. Rupp’s friend Richard Brenneke
claimed that the federal prosecutor in the case, Thomas O’Rourke, had
conspired with the Reagan-Bush Administration to ‘‘put Rupp away’ so
that he couldn’t talk about his October 18, 1980, mission to Paris. What
Rupp knows about the ‘‘betrayal”” of CIA Beirut station chief William
Buckley is also, apparently, extremely sensitive.

Rupp’s sentencing hearing with Judge James Carrigan suddenly turned
into a courtroom scene from the Watergate-era film, All the President’s
Men. On September 23, 1988, Rupp’s attorney, Michael Scott, asked to
speak to the judge. Although reporters present could not hear him clearly,
he was overheard to say ‘“‘CIA,”" “‘George Bush,”” *“NSC,”” “‘the hostages,”
“William Casey,”” and ‘‘Iran/Contra.”’ Immediately following the bench
conference, Judge Carrigan held a hearing in his private chambers to take the
under-oath testimony of self-proclaimed former CIA operative Richard
Brenneke. Brenneke told the judge that Rupp had been framed by the Reagan-
Bush Administration in what had been a CIA operation. Because Rupp re-
fused to violate his oath of silence with the Agency, Brenneke told the judge
that he had decided to speak in his behalf at the sentencing hearing rather than
see an old friend take the ‘rap’ for having followed the orders of his superiors.

RICHARD BRENNEKE'S STORY

Every good scandal needs a ‘‘mystery witness,”” and for the ‘‘October
Surprise’’ story, Richard Brenneke is that witness. A quiet, bookish,
self-effacing man in his late forties with a nervous demeanor and receding
hairline, this real-life Walter Mitty hardly seems the international arms
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dealer and triple intelligence agent that he claims to be. An Oregon
businessman, Brenneke has been an informant for the FBI and the U.S.
Customs Service *7 and claims to have worked for eighteen years, from the
late 1960’s until 1985, as a contract agent for the CIA **—although he told
The New York Times for thirteen years.*® Richard Brenneke also gave key
testimony to the Tower Commission and the Congressional Iran/Contra
Committees, claiming in May 1988 that Vice-President George Bush’s
national security adviser, Donald Gregg, a career CIA officer, had been
a White House contact for the illegal Contra arms supply operation bank-
rolled with drug money. Brenneke also testified to Senator John Kerry’s
Senate Subcommittee on Terrorism, Narcotics and International Communi-
cations in 1988 on the drug connection to the Contra operation, and he
claimed to be knowledgeable because he himself had flown some guns-for-
drugs flights for the Agency in Central America, in cooperation with the
Israelis. Brenneke also was the source for the equally explosive revelation
that President Reagan’s national security adviser Admiral John Poindexter,
who had been brought into the NSC by Reagan’s 1980 campaign foreign
policy adviser Richard Allen, had approved the hotly-contested December
1985 shipment of U.S. HAWK missiles by Israel to Iran.

Richard Brenneke, in sum, is a man who has ‘‘been there’” and knows
the details of the Iran/Contra operations from the inside. He knew, he said,
because he had not only been a contract agent for the Central Intelligence
Agency for eighteen years, but had also participated in Mossad (Israel’s
intelligence service) operations ‘‘on loan’’ from the Agency.”® He also
claimed to have worked with French intelligence as a ‘‘free lance”
consultant.>' The Israeli embassy in Washington, D.C., issued a statement
that *‘Mr. Brenneke has never been employed by the Israeli government.’’>*
This assertion, however, is open to question. According to President
Carter’s NSC Iran expert, Captain Gary Sick, ‘“When its [Israel’s] arms
salesmen do something that furthers their ideological or political objec-
tives, they are officially certified Israeli agents. But when Israel wants to
disassociate itself from them, these same dealers are suddenly ‘indepen-
dents.” "3

Richard Brenneke’s Iran/Contra testimony created a minor political
explosion in Washington, D.C., and was reported in detail by the major
news media, including The New York Times, ABC TV’s World News
Tonight, and Newsweek. More importantly, it was proven to be accurate.
One of Brenneke’s major claims was substantiated by former consul to
Panamanian dictator Manuel Noriega, Jose Blandon.>* In a lame attempt
to discredit Mr. Brenneke, White House press spokesman Marlin Fitzwater
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suggested that he had a criminal history. ‘*Wasn’t he on trial?’’ he asked
rhetorically at a White House press briefing. *‘I challenge you to look up
his court case in New York.’>> But this was all more red-white-and-blue
smoke and mirrors. Brenneke had never been charged with a crime, and
even Vice-President Bush soon conceded that the White House press
secretary had been mistaken. What Mr. Brenneke had done was to provide
key documentation in a major Iran/Contra-related ‘‘sting’’ operation case
in New York, supporting claims by defendants in the case that they had
been assured that their $2.5 billion arms deals with Iran in 1986 had the
approval of none other than Vice President Bush himself. This case, in
which Iran/Contra middleman Manucher Gorbanifar was also initially
arrested in Europe, was dropped on January 4, 1988, shortly before Mr.
Bush became President, because the federal prosecutor decided he would
be losing a ‘‘headline case’’ if it went to trial.

In addition to the White House, the Reagan-Bush CIA went out of its
way in an attempt to discredit Mr. Brenneke. The Agency, which normally
neither confirms nor denies its association with individuals, took the
extraordinary step of claiming that a letter on its own stationery, which
Mr. Brenneke presented to Congress as evidence of his CIA background
and which stated that he was ‘‘thorough, competent and trustworthy,’” was
a “‘forgery’’ it had received from the Portland Oregonian. The Oregonian,
however, denied ever having received such a letter, showing the ‘‘forg-
ery’’ to be the agency’s own.

Mr. Brenneke, in other words, has established a track record of having
been on the right side of the truth. This, together with the fact that his
most vocal detractors were the very individuals he was exposing to criti-
cism, make what he has to say about the October 19-20, 1980, Paris
meetings worth paying attention to.

Over a period of a little under a month, from August 25 to September
23, 1988, Richard Brenneke’s version of events in the ‘‘October Surprise’’
story changed in detail, though not in broad outline. In an interview with
the author in his office at the Washington, D.C., International Center for
Development Policy, where he was a Senior Fellow, on August 22, 1988,
Mr. Brenneke revealed for the first time that he was knowledgeable about
the pre-1980-election Paris meetings. For details of this conversation, see
Chapter VII. Until that August 22nd interview, he had revealed only a
portion of what he knew in sealed testimony to various Iran/Contra investi-
gators, but not to journalists. In response to a question from the author,
Mr. Brenneke stated without hesitation that he had been in Paris at the
time and had been told by ‘‘Iranian contacts,”” whom he ‘‘happened’’ to
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meet the day after the October 19, 1980, meeting, that then Reagan-Bush
campaign manager William Casey, CIA-NSC liaison Donald Gregg, Iranian
arms dealer Cyrus Hashemi, and Iranian arms buyer and European intelli-
gence chief Manucher Gorbanifar had met at the Raphael Hotel the previ-
ous day, October 19, 1980. The author has since received information that
Iranian arms dealer Houshang Lavi—the man who offered Richard Allen
and Robert McFarlane an arms-for-hostages proposal in Washington, D.C.,
on October 2, 1980—was also at the October 20th meeting with Brenneke
in Paris.

In his initial interview with the author, Mr. Brenneke did not mention
the presence of then vice-presidential candidate George Bush. When asked
about Mr. Bush’s possible participation, as claimed by then President of
Iran Abolhassan Bani Sadr, Mr. Brenneke stated that he would ‘‘make a
few phone calls to see the ‘lay of the land’ *’ and discuss the matter with
the author in a subsequent interview. In this meeting, Mr. Brenneke also
made no claim to have been involved himself in any of the Paris meetings
with officials of the 1980 Reagan-Bush campaign. He claimed instead to
have learned about them ‘‘second hand’’ because of the ‘‘coincidence’
that he happened to be in Paris from October 18-21, 1980. When asked
how he had learned of the meetings ‘‘second hand,”” Mr. Brenneke stated
that he had heard about them from Cyrus Hashemi and French intelligence
agent Robert Benes. When asked the date of the meeting between Mr.
Casey and the Iranian agents, he stated without hesitation in the initial
August 22, 1988, interview that it had been ‘‘On the Sunday before the
last full week in October 1980. I know, because my meeting with the
Iranian who told me about it was at the Florida Hotel [in Paris] the
following Monday or Tuesday.’’” When asked who else could confirm the
meetings, Mr. Brenneke said, ‘‘Will Northrop. He talked with Casey a
lot.”” William Northrop, who is related to the military giant Northrop
Corporation, has reported long ties both to the CIA and to the Israeli
intelligence agency, Mossad.’® Northrop has since confirmed his own
belief, based upon discussions with Mr. Casey, that an agreement was
struck between the 1980 Reagan-Bush campaign and Iran before the 1980
election.”’

Three days after the initial interview with Mr. Brenneke, on August 25,
1988, the author held a press conference at the National Press Club in
Washington, D.C., to bring reporters up to date on the evidence for the
“October Surprise’’ story. Mr. Brenneke attended this press conference,
although at the time he had an agreement with the author that his identity
would not be revealed as a source for the allegations. Following the press
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conference, the author held numerous additional meetings with him, in-
cluding one with a journalist from a major news weekly, in which he again
insisted that he had only indirect knowledge of the October 1980 Paris
meetings between Reagan-Bush campaign and Iranian officials.

Not long after the August 25th press conference, the author returned to
California and received an unsolicited call from an informant who claimed
to have been with the CIA for twenty years, until the mid 1980’s. The
caller claimed to have knowledge of the October 19-20, 1980, Paris
meetings based upon a French intelligence report, which he at first said he
had read in Agency files on the seventh floor of CIA headquarters in
Langley, Virginia, in December 1980, two months after the events sum-
marized in the report. The informant told the author, and subsequently told
other journalists, that there had been not just one, but two days of
meetings in Paris, on October 19th and 20th, 1980, and that Mr. Brenneke
had been more directly involved than he had at first led the author to
believe. It was only upon being confronted, in a telephone interview, with
the considerable wealth of detail provided by the informant, that Mr.
Brenneke then ‘‘fleshed out’ his original story. He then acknowledged
that he had told various congressional committees, including Senator John
Kerry’s investigation of the Contra arms-drugs connection, about the
Paris meetings, but claimed that they had not wanted to pursue the matter.
8 ‘I made these statements to Kerry’s committee and the U.S. Senate—
again, under oath ... they have found me to be accurate with my
information . . . They have found it to be precise and detailed,’” he said.””

In subsequent telephone interviews with the author and other journalists
in early to mid-September 1988, Mr. Brenneke acknowledged that there
had in fact been three meetings in Paris, two on October 19, 1980, and
one, which he had attended, on October 20, 1980. What he was doing in
Paris on October 18th, the day he arrived, or on October 19th, the day of
the key meeting allegedly attended by both Mr. Casey and Mr. Bush, he
did not choose to reveal. It is the author’s opinion that, if they occurred,
Mr. Brenneke also attended these two earlier meetings.

According to Mr. Brenneke’s second and ‘‘more complete’’ version of
events, the first Paris meeting took place about noon on October 19, 1980,
and was attended by (partial list) Mr. Bush, Mr. Casey, Mr. Gregg, Mr.
Gorbanifar, and ‘‘two Iranian officials’> whom he did not wish to identify
for reasons of their safety. (Mr. Herrmann differs, claiming that Gorbanifar
was not a participant.) Mr. Brenneke did not name Dr. Cyrus Hashemi as
having been at the first meeting on October 19th at the Raphael Hotel. Mr.
Brenneke stated that there had been a second, ‘‘follow-up’’ meeting later
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on the 19th, in the afternoon, also at the Raphael, with the same partici-
pants as the morning session, but minus Mr. Bush. He also now acknowl-
edged that the third meeting in the series was, in fact, that which he had
earlier referred to as his ‘‘happenstance’’ discussion with the Iranian
official on the 20th who had purportedly told him about the meeting the
day before on the 19th. This third meeting on the 20th, however, he now
characterized as a full-blown session at the Hotel Florida in Paris, attended
by himself, an Iranian representative of parliamentary speaker Hashemi
Rafsanjani whom he declined to identify, another Iranian government
official whom he also refused to name, Mr. Casey, Mr. Gregg, Cyrus
Hashemi, Manucher Gorbanifar, Major Robert Benes of French intelli-
gence, a ‘‘woman’’ whom he did not name, and ‘‘perhaps also a Ger-
man.”’ Subsequent investigations revealed that the ‘‘woman’’ present was
in all likelihood either Madame Robert, a second French intelligence agent
who accompanied Benes to the meeting, or Jamie Frydel, an arms dealer
whose company reportedly shipped arms to Iran in the early 1980°s. (The
former President of Iran, Abolhassan Bani Sadr, has provided the author
with copies of invoices covering Ms. Frydel’s arms dealings with Iran, the
earliest dated March 8 and 9, 1981.) Former CIA contract agent and
businessman William Herrmann claims that the two Iranian officials who
attended one of the October 1980 Paris meetings with Brenneke whom he
refused to name were Hamid Nagashian, an arms procurement official for
the radical Iranian Revolutionary Guards, and Nagashian’s superior, Moshen
Rafiq Dust. Sources available to the former President of Iran, Abolhassan
Bani Sadr, claim that Mr. Nagashian had already met the previous month,
in September 1980, with freelance Reagan-Bush campaign adviser Robert
McFarlane in Zurich, Switzerland.

When the author asked Mr. Brenneke why he had not originally men-
tioned Mr. Bush’s presence at the Raphael Hotel meeting on the 19th, he
claimed that he did not have direct knowledge of his participation and had
not wished to make any statements without first checking with others who,
he recalled, had told him about it. The ‘‘few phone calls’’ he had said that
he would make before responding to the author’s original question about
Mr. Bush’s possible involvement were apparently to Mr. Benes and Mr.
Northrop, as Mr. Hashemi had died in July 1986. In any case, Mr.
Brenneke subsequently confirmed Mr. Bush’s presence at the October 19,
1980, Paris meeting, and also claimed that he had earlier ‘‘checked with
Donald Gregg,”” who, he said, had confirmed in a telephone conversation
that Bush had been there. In a telephone interview with the author, Mr.
Gregg later denied ever having spoken with Mr. Brenneke on the phone,
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though Mr. Gregg’s own credibility is open to serious question, as will be
discussed further below.

On September 23, 1988, Richard Brenneke appeared at Heinrich Rupp’s
sentencing hearing in Denver, Colorado. In the courtroom were Robert
Parry of Newsweek, who had covered Brenneke’s charges in the Iran/
Contra affair extensively in the past, and Martin Kilian of the West
German news weekly Der Spiegel. In an under-oath deposition taken by
Judge Carrigan in closed-door session, Mr. Brenneke testified that, *‘On
the 19th of October, Mr. Rupp brought Mr. Bush, Mr. Casey, and a
number of other people to Paris, France, from the U.S. for a meeting with
Iranian representatives.”’® Mr. Brenneke subsequently told the author that
he had ‘‘misspoken’’ in this deposition and had not intended to imply that
Rupp had personally flown Mr. Bush to Paris, only that Mr. Bush had also
been flown to the same meeting attended by Mr. Casey.

In his under-oath deposition in Rupp’s case, Mr. Brenneke also re-
counted an October 20, 1980, follow-up meeting at the Florida Hotel,
which he said he had personally attended. He stated that he had known
Cyrus Hashemi and that Hashemi had told his family before his death in
July 1986 that he had attended the pre-1980-election meeting. Mr. Brenneke
stated that Donald Gregg had indicated to him that the Carter White
House, for whom Gregg worked at the time on the National Security
Council, had not been aware of his participation in the Paris meetings.®'
Brenneke also revealed to the judge that he had gone to Paris at the request
of CIA officer Robert Kerritt. The Agency subsequently refused to ac-
knowledge that a Robert Kerritt was one of its employees, but Informant
‘Y’ (see below) later characterized Mr. Kerritt as being *‘close to Gregg,”’
‘““a Bush man,”” and an expert in covert arms shipments who had also
been involved in the CIA’s Central America operations.®

Richard Brenneke testified under oath that the ‘‘purpose of the [Paris]
meetings was to negotiate, not only for the release of the hostages then
being held in the U.S. embassy in Tehran, but also to discuss, if the
negotiations were successful, the means by which the terms that were
agreed to would be dealt with, how we would go about satisfying everyone
involved. As a consequence of that, the French were present, because they
would become a major factor in satisfying the requests. In the end,
agreement was reached, and the logistics of transferring $40 million for the
purchase of weapons was worked out.”’®* He continued, ‘‘As a result of
this meeting, certain French individuals did go on and did purchase
weapons; did, in the end, exchange those weapons for, or at least as part
of the condition of, the release of the American hostages then being held in
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Tehran.”’® Brenneke later told In These Times that ‘‘French foreign
ministry types’’ expedited the arms-for-hostages deal.®® ‘‘Some of the
people doing the purchasing were French,”” he stated in his deposition,
‘Others were Iranian—MTr. Gorbanifar, for instance, who was present also
part of that day [October 20, 1980].”°% Later in the court transcript, Mr.
Brenneke stated that he himself had played a role in purchasing the arms.%’

Brenneke’s testimony goes on to state: ‘‘The people involved in that
meeting [of October 20, 1980]—there has been, in the course of the last
eight years, a systematic attempt by the U.S. Government made to dis-
credit these individuals, and, in my opinion, . . . to cause the death of
some of these individuals. And, in my opinion, the reason for that is that
they were privy to information that people didn’t believe that they would
keep quiet; that is, the principals involved in these meetings did not
believe that individuals such as Harry Rupp and I would keep this
quiet . . .”’®® He also revealed that, ‘‘I do have access to and can obtain
for the court, copies of invoices and details that relate to the purchase and
later reshipment of that—of those weapons.’’ In addition to the individuals
named thus far as having allegedly been involved in the October 19-20,
1980, Paris meetings, Richard Brenneke also mentioned a General Lafassi
and Reagan’s then campaign foreign policy adviser, Richard Allen. As we
will see below, Mr. Allen appears to have an airtight alibi, which would
preclude his having been personally present in Paris on October 19, 1980.
But he may have been in Paris on a different date in October 1980, as
claimed by former CIA contract agent William Herrmann. According to
Informant ‘‘Y,”” General Lafassi had worked with the outlawed Italian
secret society P-2 to assist Argentina in the purchase of French Exocet
missiles in the early 1980’s.%” For a detailed discussion of P-2 and its
relationship to the *‘October Surprise’” story, see Chapter [X.

Mr. Brenneke’s under-oath testimony in Harry Rupp’s sentencing hear-
ing, summarized above, was given with the understanding that it was
under seal and would not be made public. It is therefore clear that he was
not trying to influence the media, public opinion, or the 1988 election by
what he had to say. The transcript of his testimony, however, was made
public by Judge Carrigan on October 1, 1988, in response to a court order
by the Denver-based Rocky Mountain News. The News and the Scripps-
Howard News Service then carried a series of stories based upon Mr.
Brenneke’s unsealed deposition. The stories ran from September 24 through
October 5, 1988.7° These publications of his identity as a source in the
““October Surprise’” story released the author from an earlier non-disclosure
agreement with Mr. Brenneke, made during the initial August 22, 1988,
interview.
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In interviews with the author following the publication of his under-oath
testimony, Mr. Brenneke revealed many other significant details of the
story. He claimed that he had collected intelligence for the CIA in the
Middle East and, in the process, had developed a close working relation-
ship with two officials in the Iranian government, who had attended the
Paris meeting of October 20, 1980 in addition to Cyrus Hashemi.”! In
several memos sent to Reagan-Bush Administration officials between No-
vember 30, 1985, and February 25, 1986, Mr. Brenneke alluded to these
‘*high-ranking Iranian officials’” who, he claimed, would only deal through
him in arms negotiations as part of ‘‘normalizing relations with the West.”’"*
Mr. Brenneke also claimed that he had the trust of two of the most
powerful men in Iran, the speaker of Iran’s parliament, Hashemi Rafsanjani,
and Khomeini’s relative-by-marriage Sadegh Tabatabai, who had been the
Ayatollah’s designated hostage negotiator with the Carter administration in
1980. Rafsanjani and Tabatabai, in fact, may be the ‘‘two high-ranking
government officials’> who Mr. Brenneke said attended the Paris meeting
of October 20, 1980, but whom he refused to identify; alternatively they
may be Revolutionary Guard officials Hamid Nagashian and Moshen Rafiq
Dust. Brenneke claimed to have the personal telex number of Mr. Rafsanjani,
and said that Mr. Rafsanjani’s aides had told him that they would supply
tape recordings of meetings with Reagan-Bush officials if he came to
Tehran to get them.” The president of Iran at the time, Abolhassan Bani
Sadr, says that he has reason to believe that one of the two ‘‘mid-level”’
Iranians at the Paris meeting, whom Mr. Brenneke declined to identify,
was a Mr. Parvis Sabati.

Mr. Brenneke insisted to the author that he had learned of George
Bush’s presence at the Paris meeting of October 19, 1980, from four
sources: 1) French intelligence agent and colleague Robert Benes who, he
claims, ‘“‘actually saw him [Bush]’’; 2) Iranian arms dealer Cyrus Hashemi;
3) pilot Harry Rupp’®, who, he claims, told him about a month later, in
November 1980, that he had seen Bush on the tarmac at Le Bourget
Airport outside of Paris; and 4) Vice-President Bush’s national security
adviser, Donald Gregg, who, he claims, confirmed Bush’s presence in
Paris during a telephone call sometime later, he believed in 1983.7°

Though former French intelligence agent Robert Benes has denied Mr.
Brenneke’s claims, there is evidence that he did so under considerable
pressure from U.S. and perhaps also French government authorities. Mr.
Brenneke insists that Benes does know about the Paris meetings but
decided not to talk. He says that Benes had even told him that he has
access to documents about the Paris meetings, which he would consider
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giving to Mr. Brenneke for use in Heinrich Rupp’s retrial. In an interview
with Los Angeles radio journalist Carol Hemingway, Mr. Brenneke re-
vealed that, according to his discussions with Mr. Rupp, Donald Gregg
may have been one of the V.I.P’s besides Mr. Casey whom Rupp flew to
Paris on October 18, 1980.7® He later revealed that Gregg had also been
“‘the note taker’’ at the Paris meetings.”” At the time of this writing, Mr.
Rupp has not been available to confirm these statements. Mr. Brenneke
also told Hemingway that it was made clear at the October 20, 1980,
meeting at the Hotel Florida in Paris that the U.S. hostages would not be
released until Ronald Reagan’s inauguration. Although the Iranians at the
meeting appeared ready to release the hostages at ‘‘any time the U.S.
wanted,”’ he said, Mr. Casey fixed the timetable. ‘‘“What was . . . made
clear at the meeting I was present at was that the hostages would not be
released until after Reagan was sworn in. That was a ‘given’. . . . The
bargain was basically, we were ransoming the hostages. . . . They [Casey
and Gregg] were adamant that the arrangement would be that the people
would be released in late January, in 1981 [i.e., on Reagan’s inauguration].
It was a non-negotiable statement. Period.’’’® When Mansur Rafizadeh,
the former U.S. chief of the Shah of Iran’s secret police, contacted a top
Iranian official before the 1980 election, the official denied that the
Republican-leaning CIA wanted the hostages released. ‘‘Maybe there’s a
government inside the [U.S.] government, or maybe they’re lying to us, or
they’re lying to you, [but] that’s not the demand,”’ the official told
Rafizadeh.”

According to Richard Brenneke, William Casey’s role at the October
20, 1980, Paris meeting with Iranian officials was to ‘‘make sure the
Iranians didn’t fixate on the wrong things [arms]. . . . There was great
concern by the Americans that what was sent [to Iran] was appropriate for
the occasion.”’® Mr. Brenneke said that it was Mr. Casey who handled the
$40 million, which would be used to purchase the arms agreed upon at the
meeting, and none of which changed hands at the time, he said. He
claimed that Casey had said that the money would be deposited in a
number of accounts in European banks, including Bank Lambert in Brus-
sels, Belgium. According to Informant *“Y,”’ some of the money was also
deposited in Iran’s bank account in Bank Leu in Zurich, Switzerland.

As for the specific arms that were to be purchased with the $40 million,
Brenneke told the author that part of the money was to be used to buy F-14
and F-4 fighter jet parts and equipment.®? He also told /n These Times that
the rest of the money went for the purchase of Czech-made AK-47 assault
rifles, shoulder-fired anti-aircraft missiles, and rocket-propelled grenades
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made in the East Bloc, as well as sophisticated U.S.-made aircraft parts
(i.e., for the F-14s and F-4s).%® It was for precisely such parts for the
F-14s that Houshang Lavi had first offered to arrange a hostage exchange
with Reagan-Bush campaign foreign policy adviser Richard Allen, Senator
Tower’s aide Robert McFarlane, and Allen’s aide Laurence Silberman at
the L’Enfant Plaza Hotel in Washington on October 2, 1980, only a little
over two weeks before the Paris meetings. According to two knowledge-
able sources who wish to remain anonymous, Mr. Lavi himself was at the
Paris meeting of October 20, 1980, with Mr. Brenneke, making arrange-
ments for the shipment of the F-14 parts.

After the release of his under-oath testimony, Mr. Brenneke identified
two other Iranian officials from the Hotel Florida meeting of October 20,
1980. They were, he said, Ahmed Heydari (a.k.a. Khudari), an arms
procurement official who was acting on behalf of Iran’s military chief of
staff and who worked with the Israelis; and Colonel K. Deghan (a.k.a.
Denghan), who was also involved in arms procurement for the Khomeini
regime and who represented Iran’s Defense Ministry.®® In a series of
interviews with the author and other journalists in April 1989, Mr. Lavi
acknowledged having met on either October 19 or 20, 1980, with Col.
Deghan, Cyrus Hashemi, and Manucher Gorbanifar at the Raphael Hotel
in Paris (not the Florida hotel, as Brenneke claims).

Mr. Brenneke revealed that pilot Harry Rupp had not only flown
William Casey to the Paris meetings of October 19-20, 1980, but that he
was a ‘‘frequent pilot’”” of the CIA director.®® *‘The Director liked
Harry,”’ he said. ‘‘Harry [Rupp] had proven over the years that he could
definitely keep his mouth shut. Casey was very comfortable with him. . . .
[ know he’d ask for Harry on occasions, depending on how sensitive what
he was doing was.”’ Informant “°Y’’ confirmed to the author that Rupp
was ‘‘a favorite pilot of Casey’s. When Casey became CIA Director, he
picked him as his pilot ‘out of nowhere,” ’’ he said.*® Brenneke also
claimed that Rupp had told him that he had seen William Casey on the
tarmac not only at Le Bourget Airport outside of Paris on October 19,
1980, but also at Washington, D.C., National Airport on the night of
October 18, 1980, before the flight to France.®” Brenneke claimed that he
was told by his CIA “‘control,”” Robert Kerritt, that he would not need to
reserve a room at the Hotel Florida in Paris, where he allegedly stayed on
the nights of October 18, 19, and 20, 1980, before leaving on the 21st. If
true, this would explain why a subsequent check of the hotel’s records did
not reveal Mr. Brenneke as having been a guest on those nights.

There is little doubt that Richard Brenneke spent a great deal of time in
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Europe from 1980 to 1984, as he claims, negotiating arms agreements. He
has produced letters, telexes, travel receipts, and other documents showing
that he was in contact with Omnipol, a Czechoslovakian arms trading
company, during this period when he travelled to Czechoslovakia.®® Other
sources claim that Brenneke’s 1980 flights on behalf of Omnipol were
arms deliveries to Iran intended to benefit the 1980 Reagan-Bush cam-
paign. The Czech connection is significant to Mr. Brenneke’s ‘‘October
Surprise’’ claims for three additional reasons. First, Robert Benes, who
was allegedly at the October 20th if not also at the October 19th Paris
meeting, is the grand-nephew of the founder of the Czechoslovak Repub-
lic. Second, Brenneke’s background is also from Czechoslovakia, where a
major arms producer still manufactures Brenneke ammunition. Third,
Informant “°Y”’ told the author that part of the $40 million used to pay for
the arms negotiated at the Paris meetings for the U.S. hostages was
deposited in a Czech account in Bank Leu in Zurich, Switzerland. The
remainder of the funds, he said, had been deposited in Iran’s account in
the same bank.

MR. QUALLS GETS NERVOUS

According to pilot Harry Rupp and Richard Brenneke, the two British-
made BAC-1-11"s flown to Paris from Washington, D.C., National Air-
port on the night of October 18, 1980 were registered with the FAA as
HZMO1, Rupp’s jet, and N120TA. N120TA was then owned by Tiger
Air, a subsidiary of Tiger Leasing, which had previously been a CIA
proprietary airline. Rupp’s plane, HZMOI, which he recalled rather as
having had the call letters HZ MFA, had been leased to Tiger Air by its
Saudi Arabian owner, Prince Mohammed Fahd Azis.*

In an interview with the author, Mr. Brenneke said that records found in
Rupp’s files showed that a Mr. Kenneth Qualls may have been the pilot of
the second BAC-1-11 jet, N120TA, which flew to Paris on the night of
October 18, 1980.°° Documents, in fact, show that in October 1980 Mr.
Qualls was the manager of Tiger Air and was the pilot in charge of
NI120TA. Though the plane’s flight logs show that it was in Burbank,
California, from October 16-20, 1980, Mr. Qualls told the Boston Globe
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that these records ‘‘do not rule out that the plane was involved in an
international flight’” at that time.”! Though Rupp’s own log books were
blank during the same period, he still claims to have made the trip. When
asked if he flew N120TA to Paris on October 18, 1980, Mr. Qualls
responded that he did not believe that he had.*?

On October 15, 1988, Richard Brenneke telephoned Mr. Qualls in an
attempt to get him to testify on behalf of Harry Rupp about the October
1980 flights to Paris for the CIA. Without Qualls’ knowledge, Brenneke
tape-recorded the conversation. During the telephone call, Qualls effec-
tively admitted that the Paris deal had been made and that he had offered
the 1988 Bush presidential campaign to perjure himself to squelch the
“‘October Surprise’” story:

“You know, like I told the press [the Boston Globe reporter] . . .
You guys don’t understand the world. Take people who have been
around, and I have been around . . . so what if somebody gave some-
body $40 million for fifty-two hostages? They’re alive, aren’t they? If
they’re alive, then who cares? I mean, who really cares? . . . I said,
who cares if he [Bush] was there and he lied? You know, the fact is that
he made a deal, and I said, deals like that are made in the Middle East
all the time. . . . The potato farmer in lowa is going to be pissed at
Bush and want an impeachment. But the people that know about the
world are gonna say, ‘Hey, they did what they had to do . . . Like, get
me [they said], you know, free these guys and gals after 1 get elected
and you got $40 million and you can buy some of this outdated s--- that
we gotta get rid of anyway. ... Let me tell you this, the Bush
[campaign] people are aware of what’s going on . . . because I’ve talked
to them. They are very much aware of Harry [Rupp]. I sent them that
outline that Honegger did. I told ’em what everybody’s going through. I
said, you know, if you need it, I'll make a statement saying I don’t
know 92--- about nothin’. And that they’re barking up the wrong
tree.”’

Kenneth Qualls told Mr. Brenneke that he had gotten word to James H.
Baker, then Vice-President Bush’s campaign manager, about his apparent
perjury offer through ‘‘my channel,”” who turned out to be Harold De-
Moss, an attorney then working in the research division of the 1988 Bush
presidential campaign. Qualls also acknowledged having flown for Presi-
dent Reagan shortly after his inauguration in 1981. Though the Boston
Globe did not include the information in its October 23, 1988, story on the
“‘October Surprise,”” Mr. Qualls had also reportedly told the Globe that
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Tiger Air, which he then managed, was operating covert flights all over
Europe in 1980, including to Paris.**

THE STRANGE CASE OF “MR. Y”

On September 6, 1988, the ‘‘October Surprise’’ story took a strange turn.
A little over two weeks after the author’s press conference in Washington,
D.C., she received a telephone call from an anonymous informant who
claimed to have been in the Operations Directorate (originally Plans Direc-
torate) of the CIA from the mid-1960’s until the mid-1980’s. He explained
that he had seen ‘‘Cover Up,”” a video documentary produced by the
Empowerment Project of Santa Monica, California, for which the author
had been interviewed about reports of pre-1980-election meetings between
Reagan-Bush campaign and Iranian officials. He had learned of the press
conference and the author’s reports of Mr. Brenneke’s charges, he said,
and had additional information to add to the picture. He said just to refer to
him as ““Mr. Y.”" (At the time, the author referred in public to Richard
Brenneke as ‘‘Mr. X,”’ as Mr. Brenneke’s court testimony had not yet
been made public and his identity revealed.)

“Mr. Y also claimed to be connected with Israeli and French intelli-
gence and to have read a copy of a report filed by the SDECE, the French
equivalent of the CIA, about the October 19-20, 1980, Paris meetings.
The report, he said, had been written by one or more agents of French
intelligence who, as Mr. Brenneke had revealed, had attended the October
20th meeting, if not the other Paris meetings as well. *‘Y’’ claimed that
the French intelligence report, which he at first said he had read in Agency
files on the seventh floor of CIA headquarters in Langley, Virginia, in
December 1980, confirmed that then vice-presidential candidate George
Bush; Reagan-Bush campaign manager William Casey; and the CIA’s
NSC liaison Donald Gregg, who was then technically working for Presi-
dent Carter, had left Washington, D.C., National Airport at approximately
10:00 pM. the night of October 18, 1980, for Paris, France, with a
stopover at Stewart Air Force Base in New York. (He later changed his
story, claiming that he had not read the report at CIA headquarters, but
had been given a copy to read by a ‘‘friendly foreign intelligence ser-
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vice.”’) “Mr. Y’’ made no mention of an additional refueling stop in
Gander, Newfoundland, as recalled by pilot Harry Rupp, although he
admitted that his information was based upon memory of a document that
he had read eight years earlier. As he recalled the report, he said, the
parties landed at a ‘‘military airport’” outside of Paris—he did not at first
specify Le Bourget—about 10:00 A.M. Paris time on the morning of the
19th. Bush, he said, had wanted no Secret Service agents on the trip, to
keep it ‘‘sealed,”” but had compromised with the Service and had allowed
one agent to accompany him to Paris. Intriguingly, a male caller had
phoned KGO radio in San Francisco, to the Ray Taliferro program, in the
spring of 1987, identifying himself as a ‘‘former [Secret?] Service offi-
cer,”’ and said that as an active agent he had accompanied Bush to Europe
in the ‘‘fall of 1980’ to a meeting at which Bush ‘‘paid an Iranian money
to prevent the hostages from being released until President Carter left
office.”’%’

“Mr. Y’ claimed, again based upon his memory of the alleged French
intelligence report, that the Iranians at the meeting were Jalal al-Din Farsi,
a major political rival of then Iranian President Abolhassan Bani Sadr and
a representative of Khomeini’s number-two man, Ayatollah Mohammed
Beheshti; the speaker of Iran’s Parliament, Hashemi Rafsanjani himself
(which is confirmed by William Herrmann); and Iran’s arms buyer and
intelligence chief for Europe, Manucher Gorbanifar. *“Y’’ ’s recounting
was the first mention of the possible presence of Farsi and Rafsanjani in
Paris, although Richard Brenneke had mentioned that he had a ‘‘close
relationship’” with Rafsanjani. Although Brenneke had not mentioned
Farsi by name, a reporter for West Germany’s news weekly Der Spiegel
later told the author that Brenneke told him that he had met Farsi in
Paris.”® ‘Y’ also claimed that ‘‘back channel’’—secure communication
line—records at the CIA showed traffic indicating Bush and Casey’s
presence in Paris at the time.

Again based on his memory of -the report, ““Mr. Y’ claimed that
Reagan’s then campaign foreign policy adviser, Richard Allen, had been
involved in the Paris meetings. When subsequent research revealed that
Mr. Allen had had an interview with a major television station in Washing-
ton, D.C., on October 19th and therefore seemed to have an airtight alibi at
least for that date, ‘*“Y’’ stated that the French intelligence report had also
referred to the earlier L’ Enfant Plaza Hotel meeting in which Allen had
participated and that he may, after eight years, have gotten the two
meetings confused in his memory. Mr. Herrmann, however, claims that
Iranian official Hamid Nagashian told him that Richard Allen was involved
in Paris meetings in October 1980.
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“Y’" claimed that the French intelligence report had been initialled by
the then head of the SDECE, Alexandre de Marenches, who had discussed
its contents with then President-elect Ronald Reagan during a ‘‘courtesy
visit”” with Reagan in California in late November 1980, not long after his
election. This meeting between Reagan and the French intelligence chief is
reported by Washington Post reporter Bob Woodward in his book about
the Iran/Contra affair, Veil.

“Y’" alleged that Rafsanjani had demanded that either Reagan or Bush
personally show up at the meeting in Paris so that he could be certain that
any deal that might be made would be ‘‘for real’’—and to have a black-
mail card to hold over the new administration to ensure that it carried out
its end of an arms-for-hostages agreement once the hostages had been
released. It was to be an ‘‘eyeball-to-eyeball’’ meeting, he said, to estab-
lish the ‘‘bona fides’’ of the Republican camp.

“FOLLOW THE MONEY”

During the unravelling of the Watergate scandal in the early 1970’s,
Washington Post reporter Bob Woodward’s source ‘‘Deep Throat’’ urged
him to ‘‘Follow the money.”” The most incredible claim *“Y’’ made had to
do with the source of the $40 million. Richard Brenneke had reported that
William Casey and George Bush took proof of the wire transfer of the
$40 million to the Paris meeting of October 19, 1980. If what he says is
true, the Reagan-Bush arms-for-hostages deal with Iran before the 1980
election was literally an extension of Watergate. *°Y’’ claimed that the
money was left over from an illegal $60 million ‘‘campaign contribution’’
made by the Shah of Iran to the 1972 presidential campaign fund of
President Richard Nixon, the Committee to Re-Elect the President (CREEP).
The original $60 million ‘‘contribution,’’ he said, had been deposited in a
secret bank account in Mexico, and the $1 million used by CREEP for
political espionage and sabotage operations against the Democrats in 1972,
which formed the basis of the Watergate scandal, had been drawn from this
same Mexican account by its ‘‘gatekeeper’’ at the time, Fred Malek.
George Bush, “‘Y’" said, knew about the account, since transferred to
European banks, and that it still contained the funds because he had been
the Republican National Committee chairman during Watergate and was,
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and still is, a friend of Malek’s. During the 1988 presidential election
campaign, in fact, Malek was forced to resign another post at the Republi-
can National Committee in a mini-scandal over his involvement in alleged
anti-Semitic activities ordered by President Nixon in the early 1970’s.
Alexander Haig, who reportedly authorized secret U.S. arms shipments to
Iran by the Israelis in 1981,%” would also have been in a position to know
about the Mexican account, having been President Nixon’s chief of staff.

Y’ claimed that the $40 million from the $60 million Mexican CREEP
fund from the Shah of Iran had been wired, in two parts, to separate
accounts in Bank Leu in Zurich, Switzerland—one account controlled by
Iran and the other by the Czechs—by Merrill Lynch, whose chairman and
chief executive officer was Donald Regan, President Reagan’s future
White House chief of staff. Regan had gotten to know and like William
Casey when Casey was head of the Securities and Exchange Commission
(SEC), also during the Nixon Administration.”® The Czechoslovakian con-
nection is confirmed by Richard Brenneke’s records, which show that he
had had numerous dealings with Czech arms manufacturers in the early
1980’s, and by reports that Brenneke’s friend Robert Benes, whom he said
also attended the Paris meetings, was a double agent for France and the
Czechs.

Probably not coincidentally, a subsidiary of Merrill Lynch, Merrill
Lynch Futures, reportedly loaned between $400,000 and $500,000 to Dr.
Cyrus Hashemi, one of the Iranian arms dealers who had reportedly
attended the Paris meetings, shortly after Reagan and Bush gained office,
to finance both the transport of arms to Iran and activities against anti-
Khomeini dissidents abroad.®® This amount is comparable to that report-
edly loaned to now-imprisoned ex-CIA covert operative Edwin Wilson in
1979: $500,000. With the loan, Wilson and George Bush’s longtime CIA
associate Theodore Shackley became 49 percent partners in EATSCO, the
Egyptian American Transport and Services Corporation, which reportedly
received an exclusive contract from the Pentagon to ship U.S. arms to
Cairo following the signing of the Camp David Accords between Egypt
and Israel in 1979. According to Wilson, silent partners in EATSCO were
indicted Iran/Contra co-conspirator, Richard Secord, ‘‘off the reservation’’
CIA operative Thomas Clines, and Erich von Marbod who was then Deputy
Director of the Pentagon’s Defense Security Assistance Agency which, in
an obvious conflict of interest, had recommended approval of the EATSCO
contract.'® The reported president of EATSCO was Hussein K. Salem,
an Egyptian. In 1983, EATSCO’s partners, including Secord, were indicted
for overcharging the U.S. government $8 million—intriguingly the same
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amount that Secord and his Iranian-American partner Albert Hakim are
charged with having illegally skimmed from the Reagan-Bush Administra-
tion’s secret operation to ship U.S. arms to Iran. In 1982, State Depart-
ment advisor Michael Ledeen intervened in the case, suggesting to Assistant
U.S. Attorney E. Lawrence Barcella that any alleged ‘‘billing abuses’” in
the EATSCO matter may, as in the Iran/Contra scandal, have been used
to fund covert operations. The implication of the above reports is that Cyrus
Hashemi’s $500,000 loan may have gone to start what we will call
“IRANSCO’" in 1981, just as Edwin Wilson’s $500,000 loan went to start
EATSCO in 1979, with the same $8 million figure ending up in contention
in U.S. courts and involving almost the same cast of characters. When
Richard Secord retired from the Pentagon in 1983 in the wake of the
mini-scandal, which had developed over his involvement with EATSCO,
he became partners with Iranian middleman Albert Hakim, to whom he
had been introduced by none other than Wilson, in another military
equipment trading company, Stanford Technology Trading Group. The
cycle then repeated itself, with Iran instead of Egypt being the recipient of
arms. According to Informant *‘Y,”” EATSCO was in fact a ‘‘shake down
cruise’’ for the far larger IRANSCO operation that followed it. ‘“They used
EATSCO to get the ‘bugs’ out of the system,”’ he said. ‘‘The Egyptian
operation was used as a model for future operations. The $500,000 in both
instances was needed to get things going—as deposits for the shippers.””

When asked how his account regarding the transfer of the $40 million to
Bank Leu in Zurich, Switzerland, squared with Richard Brenneke’s claim
that it had been wired to Banque Lambert in Brussels, Belgium, “*Y’’ said
that the reports were ‘‘not necessarily inconsistent’’ because the money
from the Mexican account had long since been moved to an account or
accounts in Europe, perhaps at Banque Lambert. The funds, he contended,
may have been wired from Banque Lambert to the two accounts at Bank
Leu. Alternatively, he said, after eight years his memory of the French
intelligence report may have been incorrect, and the funds may have
originated in Bank Leu in Switzerland and been transferred fo Banque
Lambert, as Brenneke claimed. This latter account squares better with one
given by the former U.S. chief of the Shah’s secret police, Mansur
Rafizadeh.

The Shah of Iran’s secret $60 million ‘‘campaign contribution’ to
Richard Nixon’s Republican CREEP fund in 1971-72 is reported by
Mansur Rafizadeh in his 1987 book, Wirness. Note the reference, once
again, to $8 million in ‘‘missing funds,”” the same amount skimmed from
the later EATSCO and IRANSCO operations:
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‘I knew that the Shah liked to give gifts to everyone. The reported
amount of the Shah’s donation to Nixon’s campaign fund was $60,000,000.
Of this money, $8,000,000 was stolen by Iranian intermediaries; of the
$52,000,000 remaining, some was transferred to Mexico for laundering
and [some] brought into the United States in the form of cash [the
Watergate ‘dirty tricks’ fund]. The remainder was deposited in Switzer-
land in the accounts of Nixon’s best friends.’’!°!

Over a year before Richard Brenneke, Heinrich Rupp, or *‘Mr. Y’ had
come onto the scene, Mr. Rafizadeh confirmed George Bush and Donald
Gregg’s presence at a pre-1980-election Paris meeting and, in a telephone
interview, added that ‘‘millions and millions of dollars changed hands at
the meeting.”’'*? Clark McGregor, then acting head of President Nixon’s
1972 campaign organization also told Washington Post reporter Bob Wood-
ward that CREEP had ‘‘raised”” $60 million,'®® and when he learned of
the Watergate break-in at Democratic national campaign headquarters,
President Nixon reportedly feared that ‘‘“They must have found out about
Mexico.”” Intriguingly, the 1980 Reagan-Bush campaign’s Iran expert,
Michel Smith, told the author that one of the former CIA officers who
had worked with him on the Bush side of the 1980 campaign had been sta-
tioned in Mexico, where the secret CREEP fund had been located, when Bush
was chairman of the Republican National Committee during Watergate.'®*

According to Richard Brenneke, then Reagan-Bush campaign chairman
William Casey had said that he would ‘‘handle’” the financial arrangements
for the $40 million worth of arms deliveries to Iran discussed at the Paris
meetings. Informant “*Y,”’” in fact, claimed that Casey and George Bush
carried a copy of Merrill Lynch wire transfers to the Paris meeting of
October 19, 1980, to prove that the deal was legitimate.

In a post-election forum with William Casey, President Carter’s 1980
campaign pollster Patrick Caddell asserted ironically that Casey and the
Republicans would not have been able to counter an ‘‘October Surprise’’
hostage release before the 1980 election, to which Casey replied, ‘‘Well,
wouldn’t that depend on when it happened, and how it happened, and what
the price was?’!*> Even more ironic, in January 1987, only four Ameri-
cans out of ten thought that Irangate was more serious than Watergate.'%®
The following year, 1988, George Bush authorized the appointment of a
Watergate felon, President Nixon’s former appointments secretary Dwight
Chapin, to an advisory position on his presidential election campaign.'®’
Chapin had been convicted for lying about his connection to Nixon’s 1972
““dirty tricks’” campaign which, according to *'Y,”” had been financed
with $1 million from the Iran account in Mexico. During Watergate, as
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chairman of the Republican National Committee, George Bush worked to
interfere with the Senate Watergate Committee’s investigation into the
larger covert operations that lay behind the ‘“‘dirty tricks’’ fund, going so
far as to smear a key committee counsel, Carmine Bellino, on false
charges in an attempt to sidetrack the inquiry.'” Bush then continued
the attack as President Ford’s CIA director in the wake of Watergate,
making one of his primary goals to squelch the flow of information about
the CIA’s covert operations to the Senate Committee on Intelligence
headed by Senator Frank Church.

If “Mr. Y is correct that the source of funds for the Republicans’
sabotage campaign in 1972 was the secret Iran account, Mr. Bush had
good reason to want to cover up what informant ‘‘Deep Throat’’ had called
the ‘‘real Watergate story’’—a web of covert operations ‘‘involving the
entire U.S. intelligence community.”’ According to ‘‘Deep Throat,”’ the
use of the illegal CREEP funds was ‘all a Haldeman operation.’’ In July
1988, media reports noted that President Nixon is still blocking the release
of more than 40 boxes of Haldeman’s 1972 campaign files,'” in all
likelihood many of which have to do with the disposition of the ‘‘cam-
paign contribution’’ from the Shah of Iran. Of the total forty million pages
in the Nixon presidential archives, in fact, as of 1988 only five million, or
a little over 10 percent, have been made public.''” Henry Kissinger,
Nixon’s national security adviser, and Alexander Haig, his Chief of Staff,
also maintained possession of their ‘‘personal’” White House files from the
Watergate period, which they have declined to make public. Kissinger’s
papers have been donated to the Library of Congress, on the condition that
they be kept under lock and key until his death, or the year 2001,
whichever comes first.'"!

In addition to the alleged $40 million in arms negotiated at the pre-
1980-election Paris meetings, Informant *‘Y’’ claimed that a promise had
also been made that $5 billion in U.S. and other Western arms would be
made available to Iran once the Republicans gained the White House in
January 1981, through ‘‘back channels.’” These ‘back channels,”” he said,
would include ‘‘private’’ arms dealers, whose deals the new Reagan-Bush
Administration would look the other way from, and ‘‘friendly third coun-
tries.”” “‘Iran wanted French-made fighter jets,”’ he explained, ‘‘and those
cost big money.”’!''? Intriguingly, the Carter Administration had report-
edly conducted secret negotiations with Iranian Prime Minister Mehdi
Bazargan and the Iranian armed forces for the delivery of this same
guantity of U.S. military equipment, $5 billion, which the Shah had
ordered before his fall. Bazargan, however, was shortly removed from
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power, making the agreement moot. Five billion dollars was also the
figure reportedly mentioned by President Reagan’s personal emissary Rob-
ert McFarlane in his discussions with Iranian officials during his late May
1986 mission to Tehran.

WHO IS “MR. Y"?

Though he repeatedly refused to identify himself to the author, “‘Mr. Y’
did reveal considerable information about himself and his background. He
is Jewish, was born in Germany, came to the United States at a young age,
and is a U.S. citizen. He claims to have worked in the Plans Directorate of
the CIA (which later became the Operations Directorate) beginning in the
mid-1960’s and to have left the Agency in 1984-85. During his twenty
years with the CIA, ‘“Y’’ claims to have been stationed in a number of
European countries including West Germany, in the Middle East, and in
Greece. He stated that his ‘‘main concern’’ at the Agency was NATO.

“Mr. Y claimed to have known John McMahon. McMahon was
Deputy Director of Operations (DDO) for the CIA from 1977 to 1981,
which would have made him DDO at the time of the October 1980 Paris
meetings. Perhaps significantly, in his book Perilous Statecraft, Iran/
Contra middleman Michael Ledeen notes that the highest ranking Jewish
CIA officer had been an executive assistant to a former Deputy Director
of Operations/Plans, which was McMahon’s position in October 1980.'"3
During a telephone interview with the author, *“Y’’ claimed that he had
worked closely enough with McMahon that he had referred to him by his
nickname, ‘‘Mother Hen.’’ Informant ‘°Y’’ also claims to have known and
worked with Tom Polgar, a long time CIA veteran who had been station
chief in Saigon and who had served in West Germany, presumably at the
time ‘Y’ was also there. Polgar was brought onto the investigative staff
of the Congressional Iran/Contra Committee by Senator Warren Rudman,
according to ‘Y’ to keep the Israeli and NATO connections to Irangate
from surfacing and to steer the inquiry away from links to the 1980
election campaign.

When asked why he was going public with what he knew, “‘Mr. Y’
gave two straightforward and immediate answers. First, he said, there was
a faction in the CIA that was angry at the way George Bush had ‘‘hung his
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boys out to dry.”” *“There are a dozen guys in prison who have no reason
being there,”” he said. ‘“They were just following orders—a lot on Contra/
drug raps, and others for bank fraud. When a covert operation gets
‘blown,” the Agency lets its agents take the rap along with the guys
they’ve penetrated. It happened to me once, and I didn’t appreciate it.
Bush doesn’t care what happens to his own people. I’'m angry and so are a
lot of other guys in the Agency,’’ he explained. ‘Y’ ’s second reason for
going public, he said, was to ‘‘protect the State of Israel.”” ‘‘A lot of
people would like to ‘hang’ the Iran/Contra operations on the Israelis,”” he
said. ‘‘But the Saudis were even more centrally involved. And anybody
with half a brain can see that the ‘October Surprise’ deal wasn’t for Israel’s
benefit. We did have the ‘Exodus’ operation [getting Iranian Jews out of
Iran in exchange for arms and intelligence], but the big fish had to do with
winning the 1980 election.”’

Intriguingly, ““Mr. Y’ is fluent enough in Farsi, the Iranian language,
to have recited a flowing stanza of Persian poetry to the author. In his
book Perilous Statecraft, Michael Ledeen notes that George Cave, a
former Iran expert at the CIA, had a taste for Persian poetry.''* Cave
accompanied Robert McFarlane, Oliver North, and Israeli counterterrorism
adviser Amiram Nir on their secret trip to Tehran on behalf of President
Reagan in late May 1986, and remained central to the Iran operations even
after the administration’s secret arms sales became public. It is therefore
possible that “‘Mr. Y’ ’s revelations in the ‘‘October Surprise’’ story may
be the parable of George Cave.

“Mr. Z"

On April 28, 1988, while Playboy magazine was investigating the ‘‘Octo-
ber Surprise’’ story for an article in its October 1988 issue, an anonymous
caller telephoned the magazine’s headquarters in Chicago, claiming to
work with the ‘‘shadow’” CIA’s arms-and-drugs operations. During the
course of the conversation, the Playboy reporter asked the caller if he had
heard any rumors about an Iran deal with the Reagan-Bush campaign in
1980. According to notes of the call, the informant brushed aside the word
“rumor’’ and said matter-of-factly that ‘‘all this definitely happened.
William Casey and Ollie North were involved, along with Bardon Bliz-
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zard, Jr., Terry Matkey, General Dale Duncan, and the ISA’’ (Intelligence
Support Activity, a top-secret, covert operations division of the U.S.
military). ‘‘Also involved,”” he said, ‘‘was Richard Armitage and Ross
Perot.”” ““Mr. Z’’ said that the arms-drugs-and-hostages dealings began a
year before the 1980 election (which was the same time that an Iran-Israel
‘“Exodus’’ operation began), and that Sergeant Charlie Beckwith, the
ground commander of the Desert One hostage rescue operation, had been
involved. Stansfield Turner had fired the best CIA operatives, he said, and
they had agreed among themselves to stay in touch and continue to
operate. He also mentioned that George Bush’s code name in the Iran
operation was ‘‘White Rose.”’

THE ROLE OF FRENCH INTELLIGENCE

If any dignitary visits France, the French government knows about it,
especially French intelligence. If there was any meeting in Paris involving
V.L.P’s from the 1980 Reagan-Bush campaign, let alone someone of the
stature of vice-presidential candidate and former CIA director George
Bush, the SDECE, France’s equivalent of the CIA, would have been
aware of their every move and involved in providing round-the-clock
security. Pilot Heinrich Rupp, in fact, recalls seeing limousines and secu-
rity men in dark suits at the V.I.P. section of Le Bourget airport outside of
Paris on the morning of October 19, 1980, when he also claims to have
seen George Bush and William Casey on the tarmac there. Richard Brenneke
claims that a veteran of French intelligence, Robert Benes, facilitated Bush
and Casey’s entry into France, attended at least portions of all three
meetings, two on October 19th and one on October 20th, and wrote a
detailed report about the sessions for the head of the SDECE, Count
Alexandre de Marenches. According to Michael Ledeen, de Marenches
“‘delighted in staging melodramatic scenes,”’!'> and a clandestine, midnight-
launched rendezvous with Iranian radicals in a Paris hotel certainly quali-
fies as one. Informant ‘Y’ claimed that Benes’ participation in arranging
security protection for the meetings had been specifically requested by the
Iranians, to whom he was well known. ‘“Y’” also claims that the French
intelligence report he read was written, at least in part, by Major Robert
Benes and signed off on by Count de Marenches, who later went over its
contents with Ronald Reagan in California in late November 1980.
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Richard Brenneke was so certain that Robert Benes would confirm the
details of the pre-1980-election Paris meetings that he agreed to fly to
France with a reporter from Der Spiegel’s Washington, D.C., bureau,
Martin Kilian, in late September 1988 to interview him. Brenneke claims
that Benes had told him on the phone that he might even be able to gain
access to documentation about the Paris meetings. Shortly before they
were scheduled to leave the East Coast, the author received an excited call
from Mr. Kilian informing her that he had learned that Interpol, the
international police organization, had gotten to Benes first and that Benes
had acknowledged that George Bush had been in Paris. The information
had reportedly come from Playboy magazine’s sources in France. When
the author called the Playboy reporter who had been working on the
“‘October Surprise’” story to check the report of the Interpol visit to Benes,
he snapped nervously, ‘I can’t tell you anything about that. Just don’t
even ask me about that! Period.”

When Richard Brenneke and the Der Spiegel reporter met with Benes a
few days later in Paris, he was accompanied by another French intelligence
agent, Madame Robert, who Brenneke later acknowledged was probably
“‘the woman’’ who had participated in the October 20, 1980, meeting at
the Hotel Florida. Also present was Nicholas Ignatiev, who, according to
Brenneke, had been with the French government.''® Following his re-
ported meeting with Interpol, Benes backed down, denying that he had
ever been at a meeting in Paris before the 1980 election or that he had ever
seen George Bush. At first he claimed to have had a major heart operation
at the time.'"” According to Brenneke, however, later in the conversation
he changed his story and recalled that his heart ailment had been earlier in
1980, and that he must have been ‘‘out of town’’ at the time. He said
that he had never met Alexandre de Marenches, never wrote or saw a
“‘French intelligence report,”” and had never had anything to do with
French intelligence.'' A check of hospital records, however, reportedly
showed that Benes was not being treated for a heart condition at the time'"
and a source close to French intelligence told the Boston Globe that Benes
was ‘‘well-known’” to them.'?” Informant ‘Y’ laughed when told that
Benes claimed not to know de Marenches. ‘‘They went to school to-
gether,”” he said.'?' Brenneke later confirmed to the author, based upon
subsequent telephone conversations with Benes, that Benes had been
visited not only by Interpol, but also by “‘an old friend of William
Casey’s,”” an American, and that their ‘‘warnings’’ had ‘‘given him real
cause for concern.’’'??

While in Paris, Mr. Brenneke and the Der Spiegel reporter checked the
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records at the Hotel Florida, where Brenneke claimed the meeting on
October 20, 1980, had taken place. He recalled that it had been in a room
on one of the top floors, and that it had begun around 9:30 a.m. Paris time
and ended about 2:30 p.m. The hotel’s records, however, had not been
kept in proper order, and the clerk who assisted the search said repeatedly,
*“The records are not good.”” There was no entry for Mr. Brenneke, but
this was as he had predicted. Brenneke told the author prior to his
September 1988 trip to Paris that he had not required a reservation—that
Mr. Kerritt of the CIA had ‘‘taken care of the details.”” The records did
show that an Iranian named Soleimany had checked into the hotel on
October 18th, the day Mr. Brenneke said that he himself had arrived. The
Iranian, however, did not use the room, and according to the records, it
was vacant from October 18th through October 20th, the same three nights
that Brenneke said he stayed at the hotel. The room that had been
reserved by the Iranian, was not, however, on one of the top floors.
Alexandre de Marenches, now retired from the SDECE, agreed to an
interview with Der Spiegel, but only, his office said, after the election.
Although the magazine assumed that the former French intelligence offi-
cial had meant after the presidential election in the United States, it turned
out that de Marenches had meant after the Israeli election of November 1,
1988. The interview was held the next day, November 2nd. De Marenches
reportedly denied having any knowledge of the October 1980 Paris meet-
ings and said that he had not given a written report to Ronald Reagan
during his late November 1980 visit with the President-elect in California.
He was not, however, as absolute in his denial of an oral discussion
with Reagan relating to the hostages. The issue of the fifty-two American
captives, he had said, according to the Boston Globe, had ‘‘not espe-
cially”” been a topic of conversation at the meeting.'?® This latter claim is
simply not believable. The hostage crisis remained the number one issue
on the minds of Americans and therefore also with the President-elect,
until the moment of their eventual release just after Reagan’s inauguration.
According to Informant ‘*Y,’” de Marenches, who later lobbied the U.S.
Congress on behalf of the Contras for President Reagan,'?® had good
reason not to be forthcoming in his response to questions about pre-
election negotiations between the Reagan-Bush campaign and Iran. Like
Richard Allen and Robert McFarlane’s ‘‘failure’” to report Houshang
Lavi’s October 2, 1980, arms-for-hostages offer to President Carter’s State
Department, de Marenches, according to “*Y,” specifically chose not to
inform President Carter’s CIA Director Stansfield Turner about the Paris
meetings. After warning Reagan not to trust the CIA,'** de Marenches left
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the United States after his ‘‘courtesy visit’”” with Reagan in November 1980
without placing the ‘‘courtesy call’’ to President Carter expected under the
rules of protocol. Not surprisingly, therefore, Stansfield Turner has said
that he ‘“‘never saw any documentation’” on the alleged Paris meetings. He
also said, however, ‘‘I'm persuaded that some meetings took place that
could have led to a deal.”’'*> Mr. Turner also told London journalist
Patrick Edlin, who worked with the author on the ‘‘October Surprise’’
story, ‘“There’s something there. If you can get at it, you'll win a Pulitzer
prize.”’

On the eighth anniversary of the main Paris meeting, October 19, 1988,
the right-wing French publication Minute published an article entitled ‘‘A
Bomb Under George Bush’’ which acknowledged the de Marenches report
and defended George Bush’s participation in the pre-1980-election negotia-
tions with Iranian officials in Paris. The article included Hashemi Rafsanjani,
then the speaker of Iran’s Parliament, as one of the participants in the
October 19, 1980, meeting, along with Bush, William Casey, and Manucher
Gorbanifar. ‘‘As is customary,’’ the report said, ‘‘the SDECE was closely
following the negotiations and knew everything about them.’’ The writer
claimed that the negotiations were ‘‘incredibly strained.”” *‘The Iranians
knew what great pressure [President] Carter was under, and they continu-
ally hardened their position.”’!2°

According to a reporter for Der Spiegel who asked a local investigator to
check for records at Le Bourget Airport outside of Paris, one employee
was at first helpful and recalled that an ‘‘important party’’ had arrived at
the airport sometime in October 1980. He said that he would check for
documentation, and the investigator was to return in a day or two to see
what he had found. When the reporter checked back, the employee would
no longer talk and claimed to have ‘‘no memory’’ of anything that might
have happened in October 1980. According to Informant *°Y,”” who said
that he had checked with a source with connections to French intelligence,
following Der Spiegel’s query French agents and ‘‘some people from the
U.S. embassy in Paris’’ arrived and removed airport records covering the
period in question. **Y’’ also claimed to have a source of his own at Le
Bourget who said that three planes had landed on October 19, 1980, that
lots of limousines had been involved, and that whatever it was, it obvi-
ously was ‘‘very important.”* %’

3
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RICHARD ALLEN’S STORY

Richard Allen’s involvement in the alleged October 1980 Paris meetings
has been claimed by a number of sources. In the spring of 1987, a caller
claiming to be a retired (Secret?) Service agent telephoned the Ray Taliferro
radio program on KGO radio in San Francisco. He said that in the fall of
1980 he had accompanied George Bush and Richard Allen to a meeting in
Europe—he did not specify Paris—at which they paid money to an Iranian
to delay the release of the U.S. hostages until after President Carter had
left office.'*® As the station’s policy is that callers not identify themselves
on the air, the man gave only his place of residence. This report, which
may or may not be apocryphal, was made a year and a half before the
author was told by Informant “°Y’’ that Mr. Bush, in a compromise with
the Secret Service, had allowed only one Secret Service agent to accom-
pany him to the Paris meeting. According to *‘Y,”” Bush finally approved
the single agent because he realized that his expertise would be needed to
‘‘sweep’’ the meeting room for electronic listening devices. Though hav-
ing only one agent on a mission with a vice-presidential candidate would
have violated standard Secret Service procedures, Secret Service spokes-
man William Corbett told the author in a telephone interview that only the
President and Vice-President are required by law to have security protec-
tion at all times. If a vice-presidential candidate insisted on not having
protection, or on having only one agent accompany him on a trip, the
spokesman said, the Secret Service would have to have bent to his wishes.
As the former ‘*Service agent’” who called KGO did not specify Paris as
the site of the meeting he had allegedly attended with George Bush and
Richard Allen, and as Allen appears to have an airtight alibi at least for
October 19, 1980, it is possible that there was an additional pre-1980-election
meeting, which they both attended on a different date, or that the key Paris
meeting itself happened at a different time than Rupp, Brenneke, and
Informant ‘Y’ recall. U.S. businessman William Herrmann, in fact, has
quoted Iranian Revolutionary Guards official Hamid Nagashian that Rich-
ard Allen was in Paris with Robert McFarlane and Dr. Fred lkle, Allen’s
campaign aide, in October 1980.

There is reason to believe that Richard Allen knows more about the
1980 Reagan-Bush campaign’s ‘*quiet diplomacy’’ of October 1980 than he
has been willing to acknowledge. After insisting repeatedly to a number of
reporters that there was *‘absolutely nothing’’ to reports of anything having
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come of his October 2, 1980, meeting with Houshang Lavi, Mr. Allen
finally admitted to the New York Daily News in late August 1988 that he
“‘could not deny that some ‘self-starters’ in the [1980] Reagan-Bush cam-
paign ‘might have met some Iranian geeks in Paris,” as Honegger alleged,
but insisted that no such meeting was authorized.”’'?* Significantly, Mr.
Allen had in the past used language similar to ‘‘self-starters’—*‘free-
lancers’’—in attempts to distance himself from the Reagan-Bush cam-
paign’s discussions of arms-for-hostages as a solution to the ‘‘October
Surprise’’ dilemma. In April 1987, Mr. Allen told the Miami Herald that
““There was no ‘authorized’ contact, at any time, with any Iranians on
such deals. However, he said that he could not vouch for ‘free-lancers’
who might have invoked Reagan’s name in talks with the Iranians.’’'3°
Mr. Allen also told the Knight-Ridder wire service that ‘‘[Robert] McFarlane
was ‘decidedly not part of the 1980 campaign apparatus. Whether Mr.
McFarlane was a ‘free-lance’ . . . there was no connection with us.’ **'3!
These are rather astonishing denials in light of the fact that one of Mr.
Allen’s “‘October Surprise’’ Group members told a meeting of professors
that Mr. McFarlane had attended some of Allen’s own meetings, and in
light of the fact that one of the meetings which *‘self-starter’” McFarlane
attended with Houshang Lavi had also been attended by Mr. Allen him-
self. As Mr. Allen was candidate Reagan’s chief foreign policy and
defense adviser at the time, any meeting between Allen and an Iranian
(which Mr. Houshang Lavi was and is) would by definition have been an
‘‘authorized’” one. In other words, by his own definition, Mr. Allen
himself was a “‘free-lancer’” and a ‘‘self-starter.”” It is therefore extremely
unlikely that he would not have been aware of follow-up meetings to the
L’ Enfant Plaza rendezvous in which some additional *‘self-starters’’—George
Bush and William Casey—met some ‘‘Iranian geeks’’ in Paris. Of course,
according to informant ‘°Y’" and former CIA contract agent William
Herrmann, Mr. Allen himself was one of the many Reagan-Bush ‘‘geeks’’
who met with top Iranian officials in Paris in mid-October 1980.

There is another reason why Richard Allen is likely to have been aware
of other ‘‘unauthorized’’ follow-up meetings between a group of ‘‘self-
starters’” from the Reagan-Bush campaign and ‘‘Iranian geeks in Paris.”’
According to Informant “‘Y,”” ““Y’’ 's source with connections to French
intelligence told him that Fred Ikle, one of the key foreign policy advisers
on Richard Allen’s own ‘“‘October Surprise’’ committee, was also involved
in pre-1980-election meetings with the Iranians.'*? Likewise, William
Herrmann quotes Iranian official Hamid Nagashian as saying that Dr. Ikle
was also in Paris in October 1980.
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In 1968, Richard Allen reportedly participated in campaign sabotage
strikingly similar to the reported arms-for-no-hostages negotiations of Oc-
tober 1980, also involving Paris. At the time, Mr. Allen was the chief
foreign policy adviser to another Republican presidential candidate, Rich-
ard Nixon. In collusion with Henry Kissinger and Anna Chennault of the
U.S. “‘Taiwan lobby,”” he reportedly initiated another piece of ‘‘quiet
diplomacy’’ to sabotage Democratic candidate Hubert Humphrey’s White
House bid, which would have received a major and perhaps decisive boost
from a planned Paris peace conference to negotiate an end to the Vietnam
War.'?? Allen is said to have ‘‘activated”” Chennault, who in the 1950’s
and 1960’s had been an ardent advocate of the Chiang Kai-Shek dictator-
ship, to interfere with President Lyndon Johnson’s efforts to get South
Vietnamese President Nguyen van Thieu to hold the peace conference
before the 1968 election. Chennault reportedly called Thieu on October
30, 1968, to make it ‘‘perfectly clear’’ that South Vietnam would receive a
better deal from the Republicans than from President Johnson if they held
off the conference until after the U.S. vote.'** On November 2, 1968, two
days after Johnson announced that he would participate in the expected Paris
peace talks, and only three days before the presidential election, Thieu
took the bait and suddenly withdrew from the negotiations. The Republi-
cans, of course, had no intention of holding peace talks after the election,
and the war dragged on for a number of years. In 1987, Anna Chennault
became the chair of the Republican Heritage Groups Council.

Despite this piece of ‘‘quiet diplomacy,’” which produced the opposite
of what had been promised, Richard Nixon told the American public
during the 1968 election campaign that he had a ‘‘secret plan’’ to end the
Vietnam War. Years later, on October 21, 1980, the day after the last of
the three reported meetings in Paris, Ronald Reagan told voters, also in a
campaign address, that he too had a ‘‘secret plan,’’ this time to end the
hostage crisis in Iran. Ironically, on October 27, 1980, President Carter
compared Reagan’s ‘‘secret plan’’ to end the hostage crisis to Nixon’s
earlier hint that he had a ‘‘secret plan’ to end the war in Vietnam in a
speech in Waco, Texas. Unfortunately for the nation, Mr. Reagan’s ‘‘se-
cret plan’’ apparently resulted in a delay in the release of the hostages, just
as Nixon’s ‘‘secret plan’ had resulted in a delay in the end of the
southeast Asian war.
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DONALD GREGG'S ALIBI

Donald Gregg has an interesting alibi for October 18, 19, and 20, 1980.
He told the Boston Globe and the Portland Oregonian that his private
calendar for those days shows that he and his wife spent October 17-19 at
a beach house in Bethany Beach, Delaware, which he said had been lent to
them by a neighbor. Mr. Gregg, however, did not produce copies of his
alleged calendar, and the neighbor, Mr. John Davis, told the Oregonian
that, though he did sometimes lend the beach house to the Greggs, he had
no records or memory based upon which he could confirm the dates.'?
The owner of the beach house also told Der Spiegel that he had no
recollection of having given the keys to the Greggs, or of their having used
the cottage.'*®

Gregg told the Oregonian that he had ‘‘played tennis and run on the
beach’’ during their stay at the vacation house. A check of the weather that
day, however, revealed that it was cold, damp, and rainy. When asked
whether anyone had seen him during the stay, rather than mentioning his
wife, Mr. Gregg responded, ‘I have no recollection of that.””'*” This is a
surprising answer in light of the fact that Gregg’s own daughter, Lucy
Gregg Buckley, told the paper that she recalled spending time that week-
end with her parents. Whether that was just on the 17th, the day before
Heinrich Rupp’s plane left Washington, D.C., for Paris, or also on the
18th and 19th, was not reported. If Mr. Gregg was in fact at the beach
house, and if his daughter saw him that weekend, as she recalls, it is
curious that he told the Boston Globe there were ‘‘no witnesses’’ to he and
his wife having been at the cottage.'*®

On October 20, 1980, when Richard Brenneke claims Mr. Gregg was at
a meeting with him taking notes in Paris, France, Mr. Gregg claims to
have been at work in Washington, D.C., presumably at the White House
National Security Council where he was employed at the time. His only
evidence for this, however, is that he claimed to have had three memo-
randa assigned to him for action that day and to have, he says, ‘‘origi-
nated’” a memorandum on the 20th.'** Mr. Gregg has not produced any such
alleged memorandum, however, nor has he said what ‘‘action’” he was to
have taken on October 20, 1980, whether he took it, or where.

Curious as to what he had meant by ‘‘originating’’ a document—as
memoranda can be dictated over the telephone or in some other manner
that would not have required him to be in Washington—the author asked for
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clarification in a telephone interview on January 3, 1989. Mr. Gregg
avoided answering the question. He again used the same language, stating
that ‘‘Computer records show that I ‘originated’ a document in the Carter
NSC that day.”” When the author asked again whether this meant that he
had actually written the document at the National Security Council in
Washington, D.C., Mr. Gregg cut off the question curtly, saying, ‘‘I stand
by my statement in the Boston Globe.”” The Globe report stated that he
had ‘‘generated’’ a memo. Asked again if ‘‘generated’’ meant that he had
actually been in his office in Washington, he simply repeated that he stood
by the Globe statement. He was unwilling to provide any further informa-
tion. When the author asked whether he had been in Paris on October 19th
or 20th, 1980, Mr. Gregg answered only with a question, ‘“Why do you
believe Brenneke?! Mossad [the Israeli intelligence agency] is angry with
him.”” He also said, ‘‘Mr. Brenneke is a liar, and you can quote me on
that.”’

One should, of course, examine the veracity of Mr. Donald Gregg’s
own statements. Mr. Gregg testified under oath on April 29, 1988, for
example, that he had no knowledge of any White House-directed efforts to
supply the Nicaraguan Contras prior to a meeting of August 8, 1986, with
former CIA officer Felix Rodriguez. Oliver North’s notebook however,
contains an entry that records that Gregg attended a meeting on the Contra
supply operation on September 10, 1985, nearly a year before he claims to
have first learned of it.'*° Confronted with the evidence of North’s note,
Mr. Gregg then said that he did not recall having attended the earlier
meeting, although his calendar, he admitted, showed no conflicting entry
for that date and time.

Mr. Gregg also had no explanation for an agenda typed by his own
secretary, which he himself had initialled, for a meeting on May 1, 1986
between Mr. Rodriguez and Vice President Bush, to whom Gregg reported
at the NSC. This document, dated three months before he claimed to have
learned of the Contra supply operation, stated that Mr. Rodriguez would
‘“‘provide a briefing on the status of the war in El Salvador and the
resupply of the Contras.”” *‘I am baffled by how that agenda item ap-
pears,’”’ Gregg said. ‘‘It baffles me to this day.’’

Donald Gregg must have been even more ‘‘baffled’”’ by documents
obtained by Washington, D.C., attorneys that showed there had been not
just one, but seventeen meetings between himself and Mr. Rodriguez
regarding the illegal Contra supply operation.'*! Clearly, the veracity of
Mr. Gregg’s own statements and memory remains open to serious question.

Given the problems with the above alibi, could Donald Gregg, who was
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a manager in the Operations Directorate when George Bush was CIA
Director in 1976, have acted to interfere with a U.S. presidential election
on behalf of the man whose staff he would join only months later in 1981,
and whose own national security adviser he would become shortly thereaf-
ter? Mr. Gregg, in fact, was an old hand at fixing national elections. In a
speech at the University of Texas in 1976 while working for George Bush
at the CIA, Mr. Gregg recalled that he had taken part in a covert operation
to interfere with an election campaign in Japan.'*? That same year, 1976,
the CIA also reportedly intervened to affect the outcome of elections in
Jamaica.

WILLIAM CASEY’S ALIBI

Just before his brain seizure, and only hours before he was to testify in
Congress on the Iran/Contra operations, William Casey told his long time
friend and personal counsel that he had decided to tell everything he knew.
Unfortunately, the brain surgery then performed on Mr. Casey rendered
him literally speechless, and now he cannot say anything at all: William
Casey is dead. Before the advent of his untimely speech difficulties,
however, he did reveal to a reporter the ‘*moral criteria’” he would use in
deciding whether to interfere in a national election. In an interview in his
office in the Old Executive Office Building next to the White House after
the 1980 election, Mr. Casey said:

““When you try to intervene in internal affairs or to influence an elec-
tion, as we [the U.S.] did in Italy in 1948, I think that kind of thing you
only do when it is of the highest interest of the U.S.”"!*

Did William Casey apply his ‘‘moral criteria’” to the United States’ own
presidential election in 1980? Would the World War II covert operative
known as ““Wild Bill”” and ‘‘Cyclone’” have believed that it was in the
“‘highest interest’” of the United States to apply his decades of experience
in clandestine craft to illegally influence the American political process at
a time when he felt strongly enough to have become the top campaign
official for the only viable candidate opposing an administration which he
ihought, rightly or wrongly, was leading the economy and national secu-
rity of the nation into ruin?
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According to an associate of Texas journalist David Armstrong who
checked the 1980 Reagan-Bush files at the Hoover Institution in California
in October 1988, William Casey’s campaign schedule is blank for October
18th through October 21st, 1980, precisely the dates that pilot Heinrich
Rupp claims that Casey was flying to Paris, was in France, was flying to
Frankfurt, West Germany, and was returning home to the States.'** Mr.
Casey’s more detailed personal appointment book, partial contents of
which were obtained by the Boston Globe in 1988, also show no entries
for Saturday and Sunday, October 18th and 19th, 1980, the day he was
reportedly flying to Paris and in Paris with Mr. Bush. Though there are
entries in the schedule book for October 20th, when Mr. Casey was
allegedly still in Europe, the Globe could find no evidence that any of the
appointments listed for the 20th had actually been kept. One was for the
Washington, D.C., Metropolitan Club, at 8:00 a.m.; one for ‘‘Cincinnati’’
at 10:00 a.m., and a third for ‘*Campaign '80’" at 4:00 p.m., presumably a
reference to a Reagan-Bush staff meeting at national campaign headquarters
in Arlington, Virginia. Mr. Casey’s former secretary could not recall
whether he had actually made any of the appointments that day, or whether
the entries on the calendar were simply notes for planned events. Signifi-
cantly, Richard Allen’s handwritten logbooks for October 18-20, 1980, he
says, show that he spoke with Casey on the telephone that same day,
October 20th. Mr. Allen has not, however, said where Mr. Casey was
when he spoke to him on the phone, and the Los Angeles Times reported
only that this was ‘‘presumably in Washington, D.C.”” Why Mr. Casey
would need to call Mr. Allen, or visa versa, when he could simply have
walked into his office at national campaign headquarters in Arlington,
Virginia, if in fact he was in town at all, remains a mystery. It is far more
likely that Mr. Casey was not in Washington, D.C., when he called Mr.
Allen.

On the night of October 23, 1980, William Casey met in New York
with Herbert Cohen, a hostage negotiations specialist who was then also a
consultant to President Carter’s U.S. Hostage Task Force. If Richard
Brenneke and Heinrich Rupp’s versions of events are true, or close to
being true, Mr. Casey met Mr. Cohen shortly after Casey had returned
from Europe. As a result of their October 23rd meeting, Mr. Cohen
prepared a strategy paper at the request of the Reagan-Bush campaign
manager proposing a plan under which the hostages would be brought
home on Reagan’s inauguration day, January 20, 1981—the day they were
in fact released.'*> Cohen’s report, dated October 25th, was sent immedi-
ately to Casey, who would then have had it in hand before the election.
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Though Mr. Cohen claims that Casey appeared ‘‘not to know what the
h--- was going on with Iran’’ during their meeting,'*® the mumbler and
master deceiver’s demeanor were never necessarily a clue to his real
intentions. If the man who successfully penetrated the Third Reich in
World War II had just negotiated a secret agreement with Iran before the
election to hold the hostages until his candidate’s inauguration, it would
have been in his and the campaign’s interest to have a written ‘‘plan’” on
file proposing how the campaign might, after the election, obtain their
release on inauguration day. This was, in fact, Informant ‘‘Y”’ ’s explana-
tion for Mr. Casey’s request for the Cohen strategy paper. ‘‘It was,”” as he
put it, ‘‘a cover-your-ass operation.’’

WHERE WAS GEORGE?

Like the ‘‘missing’’ eighteen minutes of Richard Nixon’s Watergate tapes
and the unaccounted-for days in William Casey’s campaign calendar, George
Bush’s October 1980 campaign schedule has a 21-hour ‘‘gap’’ covering
precisely the period that he was reportedly flying to meetings with Iranian
officials in Paris. From approximately 10:00 p.m. on the night of October
18, 1980, to between 7:00 and §:00 p.m. on the night of October 19th,
Mr. Bush’s whereabouts are unaccounted for. This twenty-one hours would
have been more than sufficient time for him to make a round trip to France
with time left over for meetings in the U.S. or in Europe.

Mr. Bush’s campaign records show that he was in Philadelphia on
October 18th, where he met with newspaper editors at 1:55 p.m. EST and
later that night gave a speech, beginning at 8:40 p.m., at Widener Univer-
sity in Delaware County, Pennsylvania. After the speech, he was sched-
uled to fly to Washington, D.C., and had nothing on his campaign
calendar for another 21 hours. At 7:00 p.m. on the 19th, Mr. Bush was
scheduled to give an address to the Zionist organization of America in
Washington, D.C. He did give the speech. However, as we will see,
Secret Service records indicate that he may have arrived over an hour late
for the appointment.

Though the national press carried numerous stories before the 1988
presidential election reporting the extremely serious allegations that Mr.
Bush may have met secretly with Iranian officials in October 1980 to
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effectively fix the 1980 election, incredibly, no one of national stature,
either in the U.S. media or national politics, asked Mr. Bush himself to
respond to the charges. Like the very possibility that the hostages’ ordeal
might have been prolonged for political gain, it was as if the very thought,
let alone the question, was taboo in official Washington.

As the ‘‘October Surprise’” story began to be carried on nationwide
radio in September and October 1988, Washington journalists began call-
ing Mr. Bush’s White House office for a response. His official spokesman,
Stephen Hart, ‘‘strongly denied’’ the charges, claiming that the then
vice-presidential candidate had taken ‘‘private ‘down’ time’’ at his tempo-
rary campaign residence in Washington, D.C., on October 19, 1980, to
prepare for his speech that night to the Zionist Organization of America.
Mr. Hart, however, provided no documentation or proof that Mr. Bush
had in fact been at the campaign residence at 4429 Lowell Street, in
Washington, D.C., during the time in question, and at the time of this
writing not a single eyewitness has stepped forward to corroborate his
claims. The closest such statement was given by Mr. William Corbett, a
spokesman for the Secret Service, who told the Portland Oregonian that he
had ‘‘personally supervised’’ some of Mr. Bush’s ‘‘security arrange-
ments’” on October 19, 1980, but he acknowledged that he had not
personally seen the vice-presidential candidate during the time in question.'*’

Of more concern, however, is the fact that the account of Mr. Bush’s
own spokesperson, Mr. Hart, as to the vice-presidential candidate’s where-
abouts on the night of October 18th, when he was allegedly flying to Paris,
conflicts with the Secret Service’s own version of events. Mr. Hart told the
Portland Oregonian that Mr. Bush flew from Philadelphia, where he had
had campaign appearances, on the night of October 18th, to Andrews Air
Force Base outside of Washington, D.C., and went from there to his
temporary residence in the nation’s capitol.'*® Secret Service records ob-
tained by the author, however, assuming they are accurate, show that Mr.
Bush instead flew to Washington National Airport that night, October
18th, arriving at approximately 9:25 p.m. EST—the same airport and
about the same time at which pilot Harry Rupp says he met Reagan-Bush
campaign manager William Casey and, by inference, where Mr. Bush
would also have departed for Paris via New York. Clearly, one of the two
accounts must be wrong. Mr. Bush would not have flown into both
Andrews Air Force Base and Washington National Airport the same night.

Of even greater concern is the fact that, though the Secret Service
records show Mr. Bush arriving at Washington National airport at 9:25
p.m. EST on the night of October 18th, the Oregonian obtained a conflict-
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ing account from the manager of the hotel where the vice-presidential
candidate had gone after his speech at Widener University in Pennsylvania
that night. The manager of the Howard Johnson motel in Chester, Pennsyl-
vania, told the Oregonian that Mr. Bush did not check out until approxi-
mately 11:00 p.M. EST, an hour and a half after the Secret Service puts a
““‘George Bush’” at Washington, D.C., National Airport the same night.'*
Clearly, Mr. Bush could not have been in both places at once. Either the
hotel’s records or the Secret Service’s records are wrong, or the CIA, as
Harry Rupp noted in his October 5, 1988, interview with KUSA TV in
Denver, may have used a ‘‘double,’” a look-alike for Mr. Bush, in one of
the two locations. Intriguingly, the Secret Service document recording Mr.
Bush’s arrival at Washington Airport the night of October 18th at 9:25 p.m.
EST was not filled out until twelve days later, on October 30, 1980.

The initial response of the Secret Service—which until shortly before it
was asked to make a statement had been under the direction of George
Bush’s 1988 campaign manager James Baker when he was secretary of the
treasury—to the ‘‘October Surprise’” charges was to issue a flat denial
that then vice-presidential candidate Bush had been out of the country
during the ‘‘missing’’ twenty-one hours in October 1980. Unfortunately,
most reporters seemed only too willing to take the Service’s word for
Mr. Bush’s whereabouts, without asking for documentation. When the
behavior of the Secret Service is analyzed in detail, however, it is evident
that its spokesmen acted in a very bizarre manner: different answers were
given to different reporters.

After first issuing flat denials that Mr. Bush had been out of the country
on October 18th or 19th, 1980, a Secret Service spokesman then stated
that the Service ‘‘had no evidence that Mr. Bush had left the country’
during the period in question. Then, in response to a request by Newsweek,
an officer for the Service said in a letter that, o its knowledge, Mr. Bush
had not been out of the country at the time. A Washington, D.C.,
publication received a different response from the Service. It was told that
Mr. Bush was ‘‘out of the city for twenty-four hours.’” The Secret Service
then told the Portland Oregonian that it could only ‘‘generally’’ account
for Mr. Bush’s whereabouts on the night of October 18th and on the 19th,
but refused to identify any agent who might corroborate its statements.'*’

In addition to the major discrepancies between Mr. Bush’s own spokes-
man Stephen Hart’s claim (that Mr. Bush flew to Andrews Air Force Base
on the night of the 18th) and the Secret Service’s record, which shows that
he arrived instead at Washington National Airport that night; and between
the Service’s claim that he arrived in Washington at 9:25 p.m. on the 18th
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and the hotel manager’s claim that he was still in Pennsylvania at 11:00
p.m. the same evening; even the Secret Service’s own records are not
consistent with one another as to Mr. Bush’s whereabouts during the
period in question. One record obtained from the Service by the author for
the night of October 19, 1980, records that Mr. Bush arrived at the Capitol
Hilton Hotel for his speech to the Zionist Organization of America at 7:00
p.m. EST. Another Secret Service document provided in the same set,
however, shows him arriving at the same event not at 7:00 p.m., but over
an hour later, at 8:12 p.m. EST. Again, either one of the two Secret
Service documents is wrong, or the Agency was using a look-alike, or
“*double,’” as one of the *‘vice-presidential candidates’’ who arrived at the
Capitol Hilton Hotel that night.

Many reporters ignored the ‘‘October Surprise’’ story before the 1988
presidential election on the grounds that the Secret Service was *‘infalli-
ble.”” They took at face value its assertions that it knew for certain where
Mt. Bush had been from the time that he completed his address at Widener
University on the 18th until he arrived at the Capitol Hilton Hotel the night
of the 19th. The above analysis, however, reveals that the Secret Service is
far from infallible. Its statements, as well as its records, are inconsistent.
Critical records were filled out long after the events in question, and no
agent has been produced to corroborate any of its multiple versions of
events. These problems are, of course, in addition to the fact that the
Secret Service’s version of a key event, Mr. Bush’s arrival in Washington,
conflicts fundamentally with that of Mr. Bush’s own White House spokesman.

Amongst the Secret Service documents obtained by the author covering
Mr. Bush’s alleged whereabouts on October 18th and 19th, 1980, only two
records provide any information that might throw doubt on reports that he
could have been in Paris on the morning of October 19th. These two
documents purport to show that Mr. Bush was at the Chevy Chase Country
Club in Chevy Chase, Maryland, between 10:29 a.m. and 11:56 a.m. EST
on the morning of October 19, 1980, presumably for his customary
Sunday tennis game. If these records are accurate—and we have estab-
lished that there is reason to doubt the reliability of any of the Service’s
records—Mr. Bush would have had to have taken a faster plane than a
Grumman Gulfstream for the trip back to the East Coast from Paris, where
he allegedly left Le Bourget Airport between noon and 1:00 p.m. Paris
time on the 19th. He could have taken a supersonic Concorde, which can
make the trip in a little over three hours, or a military aircraft, however,
and still have easily been at the Chevy Chase Country Club by 10:30 a.m.
EST on the 19th.
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Regardless, there are a number of problems with the Chevy Chase
records provided by the Secret Service. One of the two documents, first of
all, was filled out by an individual identified as the ‘‘lead advance’
person. Secret Service spokesman William Corbett informed the author in
a telephone interview that ‘‘lead advance’” referred to one of Mr. Bush’s
own political campaign personnel. Second, whoever filled out the docu-
ment did so over a week after Mr. Bush was allegedly at the country club.
This record also states that ‘‘security’’ was ‘‘N/A’’ that day, normally
meaning ‘‘not applicable.”” The second Secret Service document mention-
ing the Chevy Chase Country Club is dated on the same day as Mr. Bush’s
alleged appearance there, October 19th, but is heavily censored.

An investigator working with the author called the Chevy Chase Coun-
try Club and spoke with the secretary of its Board of Governors, Mrs.
Gochman, on December 12, 1988. He asked whether Mr. Bush may have
been at the club on the morning of October 19, 1980. Mrs. Gochman said,
“Well, I don’t remember that,”’ and added that she did not recall a Secret
Service advance party having been there at that time. She said that there
were no records at the club to show whether Mr. Bush had been there, one
way or the other, and stated that the vice-presidential candidate was not a
member of the club in October 1980. Mr. Bush’s wife, however—who
also had Secret Service protection at the time—used the club ‘‘quite
often,”” Mrs. Gochman recalled. Though Mr. Bush’s alleged reason for
visiting the country club would have been to play tennis, Secret Service
records obtained by the author for October 19th show that the weather that
day was ‘‘rainy,”” “‘cool,”’ and ‘‘overcast,”’ and Mrs. Gochman stated that
there were only outdoor courts at the club. Again, no ‘‘tennis partner’” or
other witness has come forward with a statement about Mr. Bush’s where-
abouts on October 19, 1980, and the Secret Service will not provide the
names of any of the agent(s) it alleges were watching the temporary
campaign residence on Lowell Street in Washington, D.C., that day.

As the eighth anniversary of the reported October 19, 1980, Paris
meeting approached, word circulated in Washington, D.C., that a former
CIA officer, David McMichael, was trying to get former President Carter
to hold a press conference at the National Press Club on that date to reveal
what he knows about the ‘‘October Surprise’’ story. Shortly before the
proposed press conference, as Mr. McMichael was talking with Mr.
Carter’s former White House press secretary, Mr. Jody Powell, the author
received a call from Informant **Y’’ alerting her to the fact that a source
inside Vice-President Bush’s office had said that his staff was preparing a
‘“‘cover story’’ to answer increasing press inquiries as to why the White
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House had not released proof of Mr. Bush’s whereabouts during the
“‘missing’’ twenty-one hours in October 1980. According to the informant, a
Secret Service agent had *‘leaked,’’ off the record, to a Washington, D.C.,
reporter that the reason no proof had been forthcoming was that Mr. Bush
had been with his mistress during the period in question. At the same time,
a report about this alleged mistress appeared in the Los Angeles Weekly.
The story coincided with rumors circulating in Washington, D.C., that the
Washington Post was about to publish an article that would be ‘‘damag-
ing’’ to the Republican presidential candidate, after which the New York
stock market fell thirty-four points in thirty-eight minutes. In the wake of
these events, the Post issued an unprecedented statement that it had no such
plan to publish a ‘‘damaging’’ article about Mr. Bush in its upcoming edition.

Was the man whom President Carter refused to keep on in his cherished
post as director of the CIA in 1977 more likely to have committed adultery
or treason at the height of the dreaded ‘‘October Surprise’’ window of
vulnerability on October 19, 19807 Was George Bush, the man who
wanted the White House more than anything else in the world, more likely
to have chosen the Lady—or the Tiger?

Mr. Bush, in fact, had a record of being unaccounted for for periods of
up to twenty-four hours at a time during his previous presidential campaign.
In August 1988, the Washington Post reported that a ‘‘mystery about George
Bush’’ and the CIA had arisen in interviews regarding the period after he
had left the Agency. According to those involved with Mr. Bush’s first
political action committee, it said, there were a number of occasions in
1978 and 1979, during his first run for the presidency, that Mr. Bush set
aside periods of up to twenty-four hours during which he told aides that he
could not divulge his whereabouts. Mr. Bush had claimed that during these
“‘missing days’’ he had attended ‘‘meetings with former CIA directors.”’
According to senior Agency ofticials and even former CIA Director Stansfield
Turner, however, there had been no such meetings of former Agency
directors during the times that Mr. Bush had been unaccounted for. Mr.
Bush’s White House spokesman, Stephen Hart, recalled only that the
candidate had taken some *‘personal time off”’ for tennis visits with friends
during his first run for the presidency. On October 19, 1980, as in 1978
and 1979, in other words, Mr. Bush was allegedly playing tennis at a time
during which others claim he was on a secret mission.

In addition to the ‘‘missing days’ during Mr. Bush’s 1978-79 presidential
bid and the “‘missing’’ twenty-one hours on October 18-19, 1980, accord-
ing to former Green Beret, Lieutenant Colonel James ‘‘Bo’’ Gritz, Vice-
President George Bush went on yet another secret mission—before the
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1988 presidential election. According to Gritz, who received his informa-
tion from Delta Force members at Fort Bragg, Mr. Bush held secret
negotiations with Iranian officials on board an oceanliner off Antigua
during the 1988 presidential election campaign between 10:00 p.m. on the
night of August 11 and 2:00 a.m. on the morning of August 12, 1988.

So, where was George on October 19, 19807 Was he at the Raphael
Hotel in Paris, France? The Los Angeles Times checked the books at the
Raphael and found a reservation for a **‘Bush’” for September 28, 1980. It
had been made together with another reservation for a ““Wachs,” but
neither party had showed up to take the rooms. This is quite remarkable,
as the hotel’s management had told the West German news weekly Der
Spiegel, when one of its reporters checked in late September 1988, that it
had no records dating back to the September-October 1980 period. When
the author mentioned the Bush-Wachs record to a journalist she believes to
have intelligence connections, his anxious response was, “‘I thought the
French police got all the records from the Raphael!”” Was **Wachs’’ the
sole Secret Service agent whom Mr. Bush reportedly allowed to accom-
pany him to Paris? Had the reservation for Mr. Bush and his Secret
Service agent been made too early and then cancelled?

In the final analysis, whether then vice-presidential candidate George
Bush personally attended the October 19, 1980, Paris meeting with Iranian
officials i1s not the critical issue. The critical question is whether the
Reagan-Bush campaign per se, through the mediation of any of its agents
or officials, secretly negotiated with the Khomeini regime to delay the
release of the U.S. hostages until Ronald Reagan’s inauguration. Whether
Mr. Bush was personally in Paris or not, if the negotiations took place, he
would be certain to have known about them and to have either authorized
them or not vetoed them. It is the author’s belief that Mr. Casey is far
more likely to have made the rendezvous in Paris than Mr. Bush.

What is very probable is that Mr. Bush flew to New York from
Washington, D.C., on the night of October 18, 1980, to meet secretly with
Iran’s prime minister Mohammed Ali Rajai before Mr. Rajati left the East
Coast for Algiers the same night. Rajai was a member of Iran’s critical
hostage policy committee and had conveniently refused to meet with
President Carter, President Carter’s Secretary of State Edmund Muskie, or
any other Carter Administration official during his visit to the United
Nations over the three-day period prior to his departure from New York
the night of October 18th. Mr. Bush could easily have flown to New York
to meet with Mr. Rajai that night, and even flown with him on his jet to
negotiate a secret agreement, and been back on the East Coast in plenty of
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time to ‘‘play tennis’’ the next morning. An associate of CIA pilot
Heinrich Rupp, in fact, told the Rocky Mountain News in Denver that
Bush’s plane had been in New York the night of the 18th, where it
rendezvoused with Rupp and Casey’s plane before Rupp and Casey headed
for Paris.

At the time of this writing, despite all the reports contained in October
Surprise, there is some doubt as to whether then vice-presidential candi-
date George Bush was in Paris on October 19, 1980. His Secret Service
records are heavily censored for that day. More importantly, as this book
goes to press, the author has received information from sources in Europe
that, although the reported date of October 19th may be ‘‘off,”” Mr. Bush
and his CIA associates were involved in not just one, but multiple meet-
ings with Iranian officials before the 1980 presidential election. It is the
author’s hope, therefore, that the information presented in these chapters
will spur an official investigation to uncover the real facts of Mr. Bush’s
involvement in negotiations with Iran over the fate of the fifty-two hostages.



THE PLO CONNECTION

“He said he wanted the PLO to use its influence
to delay the release of the American hostages
from the embassy in Tehran until after the election.”

Bassam Abu Sharif, Chief Spokesman and Adviser
to PLO Chairman Yassar Arafat

On December 14, 1988, a geopolitical earthquake shook the Middle East.
After hastily arranged secret meetings with leaders of the U.S. Jewish
community and Swedish Foreign Minister Sten Andersson, PLO Chair-
man Yassar Arafat shocked the world by renouncing terrorism and recog-
nizing Israel’s right to exist in peace and security. As great a surprise was
the sudden willingness of the Reagan-Bush Administration to implicitly
recognize the Palestine Liberation Organization by agreeing to hold an
official dialogue with a group that had become synonymous with terror-
ism. The big question, of course, is why? Despite voluminous press
coverage proposing various explanations for the sudden switch in policy,
there still exists a fundamental mystery as to why the about-face happened
why it happened at all, and why at that particular time, in the final month
of the outgoing Reagan-Bush Administration?

The official explanation is that Yassar Arafat finally said the ‘‘magic
words’’ that Washington wanted to hear, renouncing terrorism and admit-
ting that, yes, Israel was real after all. A careful look at his ‘‘before’” and
‘‘after’” language, however—at the PLO leader’s ‘‘magic’’ words versus
what he had said only twenty-four hours before—only deepens the mys-
tery. For some reason the following wording in Arafat’s speech before a
United Nations special session in Geneva cn December 13, 1988, was not
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yet acceptable to President Reagan, Vice-President Bush, or Secretary of
State George Shultz:

““The P.L.O. will seek a comprehensive settlement among the parties
concerned in the Arab-Israeli conflict, including the state of Palestine,
Israel, and other neighbors, within the framework of the international
conference for peace in the Middle East on the basis of [U.N.] Resolu-
tions 242 and 338 and so as to guarantee equality and the balance of
interests, especially our people’s rights in freedom, national indepen-
dence and respect for the right to exist in peace and security for all.””!

PERFECTLY “CLEAR”

Shortly after Arafat’s U.N. address, the San Francisco Chronicle re-
ported that a Reagan Administration spokesman had said that the speech
was unacceptable because the PLO chairman had failed to ‘‘clearly”’
address U.S. conditions for the start of a substantive dialogue with the
PLO (their quotations). One day later, after uttering the ‘‘magic word’’ at
a hastily arranged press conference, the world suddenly changed for Yassar
Arafat:

“‘In my speech yesterday, it was clear that we mean our people’s rights
to freedom and national independence, according to [U.N.] Resolution
181, and the right of all parties concerned in the Middle East conflict to
exist in peace and security, and, as I have mentioned, including the state
of Palestine, Israel, and other neighbors, according to the [U.N.] Resolu-
tions 242 and 338.’’? [authors emphasis added)

Upon hearing the above statement, Secretary of State Shultz gave the
following explanation for the sudden turnaround in the administration’s
position: *‘I didn’t change my mind. They [the PLO] made their statement
clear.”” Clearly, Yassar Arafat had said rhe magic word. Was it a code?
And if it was a code, what was it a code for?

Resolution 242, adopted by the United Nations in 1967, requires respect
for *‘the sovereignty, territorial integrity and political independence of all
states in the Middle East’’; and Resolution 338, adopted by the United
Nations in 1973, calls for all countries in the region to carry out the earlier
Resolution, 242. Resolution 181 was the original United Nations Resolu-
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tion, which partitioned British mandate Palestine in November 1947 into
two jerrymandered regions, one for a Palestinian homeland and the other
for a Jewish homeland, and is the legal basis for the existence of the state
of Israel today. Though the founders of the state of Israel originally
accepted Resolution 181, from the beginning the Palestinians and their Arab
allies rejected it and fought unsuccessfully with Israel in 1948-49 in an
attempt to gain control of the entire territory. In his statement of December
14, 1988, therefore, Yassar Arafat took the historic step of finally accept-
ing Resolution 181, under which Palestinians would receive title to lands
that are now part of the state of Israel.

In accepting Mr. Arafat’s language, which included a reference to U.N.
Resolution 181, Secretary of State Shultz said that the PLO leader had
finally made himself ‘‘clear.”” A careful look at the ‘‘unacceptable’
language of December 13th versus his ‘‘acceptable’ language of Decem-
ber 14th, however, reveals little or no real difference between the two
wordings. The U.S. State Department, in fact, did not specify how the iwo
versions significantly differed from one another; and an official spokesman
for the PLO, Ahmed Abdul-Rahman, stated that it was the United States
that had reversed course in those frenetic hours in mid-December 1988,
not the PLO.? Clearly, something else must have been behind the hastily
arranged coming to terms between Washington and the PLO. What could
it have been?

To find the most likely answer to that question we must, again, go back
to the 1980 presidential election campaign. In the fall of 1980, when the
Reagan-Bush camp was at the height of its fear of an ‘*October Surprise’’—
the successful negotiation of a pre-election release of the American hos-
tages by President Carter—something of major importance happened.
Yassar Arafat’s senior adviser and top spokesman, Bassam Abu Sharif,
claims that he then received a visit in Beirut, Lebanon, from an emissary
of the Reagan-Bush campaign. A native of the town of Kafr Aqab near
Jerusalem, Sharif had received guerrilla warfare training in Palestinian
camps and shares the same name, ‘‘Abu Sharif,”” with the man who was
appointed commander of the Ayatollah Khomeini’s radical Revolutionary
Guards in May of 1980.% In an interview with journalist Morgan Strong in
May 1988, the PLO spokesman revealed this startling account of his
meeting with one of presidential candidate Ronald Reagan’s closest friends
and advisers before the 1980 election:

Sharif: During the first campaign the Reagan people contacted me.

Strong: During the 1980 campaign, when he was running against Carter?
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Sharif: Yes. One of Reagan’s closest friends—I will not name him
now—and a major financial contributor to the campaign. He was on
Reagan’s campaign staff.

Strong: You personally spoke with him?

Sharif: Yes. We met in Beirut. He said he wanted the PLO to use its
influence to delay the release of the American hostages from the em-
bassy in Tehran until after the [1980] election.

Strong: . . . Can you substantiate that?

Sharif: 1t’s true, there’s no question. They asked that I contact the
chairman [Arafat] and make the request. We have the proof if it is
denied. And they said they would deny it if it ever became public. I
hope it does, because I would like to drop the bombshell on them.?

Sharif told Morgan Strong that the Reagan emissary with whom he had
met was close to presidential candidate Ronald Reagan and continually
referred to him as ‘‘Ronnie.”” This might mean that he was one of
Reagan’s California inner circle. This possibility is given some weight in
light of Washington Post reporter Bob Woodward’s report in Veil that
Reagan’s close-knit group of West Coast friends arranged a later meeting
with the head of French counterintelligence, Alexandre de Marenches, in
November 1980. According to Informant *‘Y,”” de Marenches had re-
ceived a report of the alleged October 19-20, 1980, Paris meetings at-
tended by representatives of his French intelligence agency, Reagan-Bush
campaign manager William Casey, and Iranian officials including, accord-
ing to *‘Y,’” radical Islamic ideologue Jalal al-Din Farsi who had trained
with and knew the PLO well. Farsi was a staunch supporter of the
Ayatollah Khomeini’s Revolutionary Guard. Members of the Guard (which
also trained with the PLO) present at the meeting were reportedly Minister
Moshen Rafiq Dust and his deputy, Hamid Nagashian.

The more explosive possibility, however, is that the Reagan emissary
who asked for the PLO’s help in getting Iran to delay the release of the
hostages until after the 1980 election was a top official of the Reagan-Bush
campaign itself. According to former CIA contract agent William Herrmann
in a letter to the author, campaign manager William Casey was that secret
“‘Reagan friend.”” Herrmann wrote: *‘It was Casey and [campaign foreign
policy aide Dr. Fred] Ikle that flew to Lebanon in August or September
1980 and approached Abu Sharif to make the same deal [to delay the
release of the hostages] with the PLO."’ If this claim can be demonstrated
to be true, it would surely qualify as the ‘‘bombshell’’ that Abu Sharif
mentioned to journalist Morgan Strong.
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If Abu Sharif’s story is true, it would, of course, not have been in the
PLO’s long-term interest to make the name of ‘‘Reagan’s friend’’ public.
Rather, Sharif and Yassar Arafat would have been likely to use the threat
of its release, and the threat of publication of their alleged ‘‘proof’ that
the meeting took place, as a wild card to be exchanged for future U.S.
recognition of the PLO. The first historic steps toward that very recogni-
tion were taken by the Reagan-Bush Administration in December 1988,
only weeks after the first report of the secret pre-1980-election meeting
between Sharif and Ronald Reagan’s ‘‘emissary’” appeared in the Septem-
ber 1988 issue of Playboy.

The White House, of course, perfunctorily denied Sharif’s story.®
Again, however, if the PLO did have proof that the meeting took place—
probably in the form of a secretly made tape-recording—the threat of its
exposure would go a long way towards explaining the sudden change of
heart by the White House only a few months after Strong’s revelations
were made public. This is especially true in light of what else Arafat’s
spokesman told Morgan Strong:

Strong: What promises were made to the PLO by this Reagan represen-
tative if the hostages were held beyond the [1980] election?

Sharif: We were told that if the hostages were held, the PLO would be
given recognition as the legitimate representative of the Palestinian
people and the White House door would be open for us.”

Implicit recognition, in fact, was precisely what Secretary of State
George Shultz, reportedly with the encouragement of then Vice-President
Bush, conferred upon the PLO when he authorized U.S. Ambassador to
Tunisia, Robert H. Pelletreau, Jr., to begin a ‘‘substantive dialogue’” with
Arafat’s representatives in mid-December 1988.% Could there be a link
between Abu Sharif’s threat to release proof of the pre-1980-election
meeting and the Reagan-Bush Administration’s sudden agreement to hold
talks with the PLO? Could there be a link between Abu Sharif himself and
Ambassador Pelletreau, the man whom Shultz chose to be the ‘‘sole
designated U.S. representative’” [author’s emphasis] to the U.S-PLO talks?
The answer to both questions is yes, and the key appears to be Sharif.

In September 1970, Robert Pelletreau was taken hostage off the streets
of Amman, Jordan, by the radical Marxist faction of the PLO, George
Habash’s Popular Front for the Liberation of Palestine.” Shortly before his
capture, Abu Sharif and other members of Habash’s organization had
hijacked three airliners, forcing them to land in the Jordanian desert.' The
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planes were then blown up and their passengers taken hostage. Pelletreau
found himself herded along with the others to a hotel in downtown Amman
where the Front announced its demands to the press. George Shultz’s
future ‘‘sole designated representative’’ to talks with the PLO, however,
managed to escape Sharif and the other hijackers by slipping unseen into
the crowd of waiting journalists.!! Sharif later left Habash’s hard-line
Popular Front to join Yassar Arafat’s more ‘‘moderate’’ mainline PLO
camp.

It was therefore with one of the terrorists who had taken him hostage
eighteen years before that U.S. Ambassador Robert H. Pelletreau, Jr., was
authorized to begin a dialogue with the ‘‘moderate’” PLO on Thursday,
December 15, 1988."2

In addition to the reported Beirut meeting between Bassam Abu Sharif
and the adviser to Ronald Reagan, there may be another link to the PLO in
attempts by the Reagan-Bush campaign to delay the release of the 52
hostages before the 1980 election. Informant “‘Y,”” who says he received
his information from the Israelis and from a French intelligence report filed
about the meeting, claims that an Iranian official who worked with the
PLO was a participant in the alleged Paris meeting of October 19, 1980,
with Reagan-Bush campaign manager William Casey where details of
future U.S. arms shipments to Iran were finalized. His name, according to
*Y,”” was Jalal al-Din Farsi. Like Bassam Abu Sharif, Farsi had trained in
Palestine Liberation Organization camps and was a promoter of the Ayatollah
Khomeini’s radical Revolutionary Guards, which an ‘*Abu Sharif”’ for-
mally commanded in May 1980.'* The Revolutionary Guards, also called
the Pasadran, are the organized armed force of the radical religious clerics
in Iran, formed as a counterweight to the Iranian regular army, which
Khomeini distrusted. Another early promoter of Khomeini’s personal
paramilitary force was Hadi Ghaffari, who also had received guerrilla
training in PLO militia camps.'* .

Why would representatives of the 1980 Reagan-Bush campaign have felt
it necessary to approach the Palestine Liberation Organization in an effort
to get the Ayatollah Khomeini to delay the release of the fifty-two hostages
then held in the U.S. embassy in Tehran? What was the link between the
PLO and those who controlled the American hostages?
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THE POISON AND THE CURE

According to a key Shiite Moslem leader interviewed by Middle East
correspondent for the San Francisco Examiner, John Wallach, the PLO was
directly responsible for the taking of the U.S. embassy in Tehran in the
first place, with the goal of forcing U.S. recognition of the organization as
part of subsequent negotiations for the release of the American hostages. '
Had it succeeded, Yassar Arafat’s ‘‘Iran strategy’” would have effectively
nullified an understanding between then Secretary of State Henry Kissinger
and Israel under the 1975 Israeli-Egyptian disengagement accords that the
United States would not recognize the PLO until it first acknowledged
Israel’s right to exist and accepted pertinent United Nations resolutions.
*“It was their [the PLO’s] idea and their project,”” the senior Shiite leader
interviewed by Wallach said. ‘‘Everyone in the Iranian Revolution among
the activists were working for [PLO leader Yassar Arafat] in the Amal
organization.’’ '

Though the PLO did not carry out the actual attack on the embassy in
Tehran, it was reportedly responsible for training the radical ‘‘students’
who did. According to Wallach’s sources, the PLO and the Syrian-backed
Amal faction in Lebanon recruited Iranian Shiites for the U.S. embassy
operation and trained them in cooperating PLO and Amal militia camps in
southern Lebanon. Amal is the Syrian-backed political and paramilitary
group that represents Lebanon’s one million Shiite Moslems. Iranian mid-
dleman Manucher Gorbanifar's close associate, Iranian Prime Minister Mir
Hossein Mousavi, reportedly headed the Islamic Amal faction, an organi-
zation of some 350 radical Iranian Revolutionary Guards who trained
terrorist recruits in southern Lebanon. (Gorbanifar reportedly later took
part in the October 19-20, 1980 meeting in Paris with Reagan-Bush
campaign manager William Casey and perhaps also vice presidential can-
didate George Bush.) An associate of then President of Iran, Abolhassan
Bani Sadr, claims that some of the top leaders of the group that took the
sixty-six Americans hostage on November 4, 1979, had been graduate
students at the University of California at Berkeley who founded the
PLO-linked Amal militia camps in southern Lebanon where the radical
“‘students’” who stormed the embassy were trained. In all, some twenty
thousand Shiite militiamen, including those from Islamic Jihad (‘*Holy
War’") and Hezbollah (**Party of ‘God’ "), received terrorist and guerrilla
training at Amal camps close to the PLO’s own camps in southern Leba-
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non where an additional twenty thousand Palestinians received similar
instruction. Hezbollah advocates the establishment of a radical Islamic
Republic loyal to Iran and the Ayatollah Khomeini in Lebanon, whereas
Amal advocates increased power for its own group to the benefit of Syria.
Until the capture of U.N. Interim Force Commander U.S. Marine Lieuten-
ant Colonel William Higgins in Tyre on February 17, 1988, Amal and
Hezbollah, both Shia organizations, had worked closely together in south-
ern Lebanon. After his kidnapping, however, they had a violent falling out
and have been fighting for supremacy in the region ever since.

Yassar Arafat’s ‘‘Iran strategy’’ was designed to position him to emerge
as a hero for having secured the release of U.S. hostages from their Iranian
captors. Evidentally, the PLO leader had no strong preference as to
whether they were released to President Carter or to the Reagan-Bush
camp, as long as he received the desired promise of future U.S. recogni-
tion from either side.

The Ayatollah Khomeini had long supported the Palestine Liberation
Organization, and the PLO had numerous supporters within fundamentalist
Islamic groups in Iran. Khomeini’s first official visitor after he took power
on February 1, 1979, in fact, was Yassar Arafat. During this ‘‘state’” visit,
the PLO leader was given the ‘‘gift’’ of Israel’s mission headquarters in
Tehran, which had flown the PLO flag since the first days of the Iranian
Revolution. A year later, in November 1979, shortly after the seizure of the
American embassy, Arafat was invited back to Tehran on a ‘‘good will”’
mission to discuss the fate of the U.S. hostages. But the PLO leader, who
had hoped that all sixty-six Americans would be released in his name, was
to be sorely disappointed. Khomeini, in the meantime, had realized the
value of their continued detention as a tool to consolidate his Islamic
revolution at home, and he agreed to free only thirteen of the hostages as a
result of Arafat’s ‘‘intercession.”” On Thanksgiving Day 1979, the first
thirteen U.S. citizens held hostage in the U.S. embassy in Tehran thus
gained their freedom. ‘‘We released the first hostages from the embassy,
the first thirteen embassy personnel,”” Arafat said in an interview in 1988.
““They were released according to my personal efforts.””!” The U.S. gov-
ermnment, however, never acknowledged the PLO’s role in the early hos-
tage release, no doubt because the hand that offered the cure had also
administered the poison.

The official story of Arafat’s November 1979 ‘‘goodwill’’ mission to
Tehran is that Khomeini had obtained the upper hand with the radical
students holding the hostages and allowed Arafat to claim credit for the
release of the first thirteen Americans. Arafat, however, may have held the
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real power then and for some time thereafter. According to Informant
“Y,” the CIA had to pay $15 million to the PLO at a secret meeting in
late July or early August 1980 to get Arafat to instruct the students holding
the hostages to follow Khomeini’s orders, and some of the $1.4 billion
involved in Italy’s P-2-linked Vatican Bank and Banco Ambrosiano scan-
dal may have been used.'"® Former CIA pilot Richard Brenneke also
referred numerous times to a PLO connection to the secret negotiations by
the Reagan-Bush campaign before the 1980 election, but would provide no
details. In addition, **Y’’ claimed that the PLO had obtained a report of
the alleged October 19-20, 1980, Paris meetings between Reagan-Bush
campaign manager William Casey and the Iranians, probably from either
PLO-schooled Iranian official Jalal al-Din Farsi or from Hamid Nagashian,
a top arms procurement officer for the PLO-linked Revolutionary Guards,
both of whom were reportedly there.'”

Only four months before the November 4, 1979, seizure of the U.S.
embassy in Tehran by PLO- and Amal-trained Iranian ‘‘students,”” PLO
guerrillas had seized the Egyptian embassy in Ankara, Turkey. Their
successful blackmail of the Egyptian government in the wake of that raid
set the precedent for the subsequent operation in Iran.*°

In 1980, therefore, anyone who desired to influence the radical ‘‘stu-
dents’’ holding fifty-two American citizens hostage in Tehran had to
negotiate not only with the Ayatollah Khomeini but with the PLO leader-
ship. Just as the Reagan-Bush campaign reportedly attempted to influence
Arafat and Bassam Abu Sharif to delay their release until after the Novem-
ber 4, 1980, election, President Carter tried to influence the PLO leader to
expedite their freedom.?' ‘‘There was a special and permanent contact
between me and President Carter,”’ Arafat said in a 1988 interview. “‘I
have written documents from President Carter himself.’’2?

The fate of U.S. hostages held at the time of this writing by Iran-loyal
terrorists in Southern Lebanon is intimately linked to a resolution of the
PLO’s demand for a Palestinian homeland in the [sraeli-occupied West
Bank and Gaza Strip, and to demands for the return of the Golan Heights,
also captured in the 1967 war, to Syria. When the Ayatollah Khomeini
came to power in February 1979, he immediately ended formal diplomatic
relations with Israel, called for Israel’s withdrawal from all territories
captured in the wars of 194849, 1967, and 1973, and ordered the
passports of the country’s eighty thousand Iranian Jews to be stamped with
a red seal forbidding their travel to ‘‘occupied Palestine.”’*> On CBS’s
Face the Nation in February 1987, one of Iran’s delegates to the United
Nations intoned, ‘. . . Resolve the Palestinian issue and most all your
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problems [with U.S. hostages in southern Lebanon] will be solved.’’
During Robert McFarlane’s trip to Tehran in late May 1986, a senior
Iranian official, Mr. Najafabadi, informed President Reagan’s secret em-
issary that ‘‘The people holding the hostages [in Lebanon] have made
demands before they will release the Americans. They asked for Israel to
withdraw from the Golan Heights and South Lebanon.’’?* At the time of
this writing, nine U.S. citizens are still held captive by the Khomeini-
loyalist Hezbollah Shiite militia in Southern Lebanon.

When President Reagan, Vice-President Bush, and Secretary of State
George Shultz agreed to begin a ‘‘substantive dialogue’’ with the PLO in
mid-December 1988 and Yassar Arafat agreed to recognize Israel’s right to
exist, Iran, Syria, and Libya, the radical states in the Middle East, were
not pleased. All three are committed to the annihilation of the state of
Israel. When Khomeini came to power in Iran in February 1979, he had
called not only for Israel to withdraw from all territories captured in its
wars with Arab nations, but also for the complete elimination of Israel
from the Middle East and for a Palestinian state to be ‘‘built on its ruins.”’
The Iranian leader was therefore outraged by Arafat’s recognition of
Israel’s right to exist. Libya had been at odds with the PLO even longer
than Iran had been. Since the late 1970’s when Khadafy outraged Arafat
by proposing to provide him with an atomic bomb to destroy the Suez
Canal,? the two leaders had not been on good terms. For Iran and Libya,
therefore, Yassar Arafat’s December 14, 1988, pledge to recognize and
live in peace with Israel was anathema, as was President Reagan’s war
against the Sandanistas in Nicaragua where the PLO, Libya, and Iran were
all well represented in Managua.*®

The Palestinian Liberation Organization is the umbrella group that repre-
sents Arab people of Palestinian origin. It includes at least eight Palestin-
1an guerrilla groups, three of which are considered relatively ‘‘moderate’’
and mainstream: Arafat’s own Fatah (‘‘opening’’ or ‘‘conquest’ in Ara-
bic) founded in 1959; the Popular Front for the Liberation of Palestine
founded by Marxist Christian Dr. George Habash in 1967; and the Demo-
cratic Front for the Liberation of Palestine headed by Nayef Hawatmeh,
which split with Habash’s group in 1969. Of the other five guerrilla
organizations under the PLO umbrella, a second faction which split from
Habash’s group—called the Popular Front for the Liberation of Palestine-
General Command, led by former Syrian army captain Ahmed Jibril—was
particularly unhappy with Arafat’s December 1988 recognition of Israel.
His organization has the backing of Iran’s Khomeini, Libya’s Khadafy,
and Syria.
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Also unhappy with Arafat’s recognition of Israel’s right to exist were
two Palestinian guerrilla leaders now ostracized by the PLO: Abu Nidal,
who split from Arafat in 1972 and founded his Fatah Revolutionary
Council in 1976, which has since been held responsible for over one
hundred terrorist attacks in Europe, Asia, and the Middle East; and Abu
Mussa, whose Fatah Uprising split from Arafat in 1983. The day after
Arafat recognized Israel’s right to exist, Abu Mussa issued a clear threat:
““We fully reject the Arafat concession and will prove our stand practically
in a way that neither [srael nor the U.S. would expect.”’

On December 5, 1988, the U.S. embassy in Helsinki, Finland, received
a telephone tip that a bomb carried in a suitcase would go off on a Pan
American flight originating in Frankfurt, West Germany, bound for the
United States before Christmas day, December 25, 1988. This tip came
only nine days before President Reagan’s sudden decision to hold talks
with the PLO on December 14th, and ten days before U.S. Ambassador
Robert Pelletreau, as part of his first authorized contact with Arafat’s
representatives, warned that the United States would hold the PLO leader
responsible for terrorist acts carried out by any faction of his organization,
which would include that headed by Ahmed Jibril. This tip was also
received only a little over two weeks before a bomb did go off, as
predicted, on a Pan American flight, 103, originating in Frankfurt, West
Germany. After stopping in London, the plane crashed on December 21,
1988, in southern Scotland, killing all 258 passengers and at least 12
people on the ground. According to an Associated Press bulletin on
Christmas day 1988, on board the plane was the CIA’s Beirut station
chief, the successor to William Buckley who died in captivity in Lebanon
a year and a half after having been taken hostage by Khomeini-loyal
Hezbollah kidnappers on March 16, 1984. The night of the crash, an
anonymous male caller claimed responsibility for the sabotage on behalf of
the pro-Khomeini Guardians of the Islamic Revolution as revenge for the
destruction of Iran’s civilian airbus over the Persian Gulf by the U.S.
cruiser Vincennes on July 3, 1988. Four days after the air bus was shot
down, the Khomeini-loyal Hezbollah in Lebanon had put out an order to
its foreign agents to prepare for a retaliatory terrorist strike against ‘“U.S.
or western interests.””’ And on December 31, 1988, ten days after the
crash of Pan American Flight 103, a second anonymous caller telephoned
news organizations in London, again claiming ‘‘credit’” on behalf of the
Khomeini-loyal Guardians of the Islamic Revolution, threatening more
terrorism against Americans unless the son of the former Shah of Iran,
who lives in Virginia not far from CIA headquarters, was deported to the
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Khomeini regime.?® Weeks later, in January 1989, a gunman fired into a
crowd of children playing in a schoolyard in Stockton, California.
‘‘Hezbollah,”’ the name of the Khomeini-loyalist guerrilla force in southern
Lebanon, which holds most of the remaining American hostages, was
burned into the butt of his rifle.

Though the Iranian government officially disavowed any connection
with the sabotage of Pan American Flight 103, it wasn’t long before
investigators focused on a former aide to the Ayatollah Khomeini as the
leader of the group most likely responsible—Ahmed Jibril. Jibril had
reportedly served as Khomeini’s personal bodyguard and was the disciple
of Adolf Hitler’s closest Nazi associate in the Middle East, the Grand
Mufti of Jerusalem, Haj Amin el-Huseini.?® In the wake of the disaster,
London’s press quickly reported that Jibril’s Syria-and Lebanon-based Pop-
ular Front for the Liberation of Palestine-General Command—a group
under Arafat’s umbrella, not yet formally ostracized by the PLO leader but
often described as one of his foes—was a key suspect. By the end of
December 1988, British investigators zeroed in on Jibril, who had acti-
vated a terrorist cell in Frankfurt, West Germany, some eighteen months
before a bomb was placed aboard the Pan Am plane in the same city. On
February 1, 1989, CBS News charged that Jibril’s organization was re-
sponsible for the sabotage, as did Israeli minister Ariel Sharon on February
6, 1989.%! On March 26, 1989, the Sunday Times of London reported that
western intelligence and the PLO itself had also determined that Jibril was
the culpable party. According to a PLO source, the Khomeini regime had
paid some of the $10 million received by Jibril’s organization to blow up
the plane in retaliation for the downing of Iran’s civilian airbus over the
Persian Gulf on July 3, 1989.

Despite these obvious links to Iran, British authorities downplayed
numerous claims of responsibility by spokesmen for the Khomeini-loyalist
Guardians of the Islamic Revolution, apparently desiring to deflect atten-
tion from the Ayatollah, who had personally called for an increase in
international terrorism against ‘‘“U.S. and western interests’’ immediately
after the August 1988 cease-fire in the Iran-Iraq War.*?

Finally, in January 1989, the CIA and Israeli investigators focused
suspicion back on Iran and on sub-groups of the Khomeini-loyalist Hezbollah
organization in southern Lebanon whose goal is the establishment of a
radical pro-Khomeini Islamic state in that country to the north of Israel. The
Hezbollah sub-groups under investigation were the Islamic Jihad (‘‘Holy
War™"), the Islamic Amal, and the Iranian Revolutionary Guards.** Hezbollah
and Islamic Jihad control the fate of most of the U.S. hostages still held in
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southern Lebanon and were behind the 1983-84 bombings of the U.S. em-
bassy and Marine barracks in Beirut in which 290 Americans were killed,
precisely the number of dead from the shoot-down of the Iranian airbus over
the Persian Gulf on July 3, 1988. Amal, together with the PLO, had
trained the radical ‘‘students’’ who held fifty-two Americans hostage in the
U.S. embassy in Tehran. And a 1980 commander of Khomeini’s own
Iranian Revolutionary Guards, ‘‘Abu Sharif,”’ named himself after Bassam
Abu Sharif, the man who claimed to have received a request from Ronald
Reagan’s friend and campaign adviser before the 1980 election to delay the
release of those same hostages to ensure President Carter’s defeat. At the
time of this writing, U.S. government authorities believe that the plan to
sabotage Pan American Flight 103 originated with Khomeini’s Revolution-
ary Guards and was then carried out by the Popular Front for the Liberation
of Palestine-General Command headed by Khomeini’s former bodyguard,
Ahmed Jibril.

Assuming Bassam Abu Sharif is telling the truth, the existence of a
taped record or other documentation of his alleged meeting with Reagan’s
“‘friend’” before the 1980 election may have been part of a wider PLO
scheme connected to the Iran/Contra affair. In November and December
1985, the Palestinian Liberation Organization reportedly approached CIA
officers in the Middle East offering to negotiate with Hezbollah for the
release of the U.S. hostages held captive in Lebanon.** The obvious
quid pro quo Yassar Arafat would have expected for this ‘‘assistance,’’ as
in the case of his strategy for the takeover of the U.S. embassy in Tehran
in November 1979, would have been U.S. recognition of the PLO. Intrigu-
ingly, Iran/Contra middleman Adnan Khashoggi had also had a plan to
reconcile the PLO to Israel and the United States. As part of this scheme,
he had reportedly obtained a document signed by then Israeli Prime
Minister Shimon Peres in which Peres agreed to recognize the Palestine
Liberation Organization.*> Arafat did not sign the counterpart letter recog-
nizing Israel on behalf of the PLO, however, probably because he insisted
on obtaining recognition from the United States first, and, according to
Informant **Y,”” the PLO leader returned Peres’s document to Israel under
duress. Italy’s La Repubblica reported that a longtime close associate of
Khashoggi’s, Adnan Rousan, had been a representative of the PLO; and that
Rousan’s notebooks contained the classified telephone number of a top
adviser to President Reagan.?®

When Ali Hashemi, a nephew of the second most powerful man in Iran,
paid a secret visit to the White House in 1986, he told Iran/Contra
defendant Richard Secord and other presidential aides that one of the
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groups under PLO Chairman Yassar Arafat, George Habash’s Popular
Front for the Liberation of Palestine, was working to gain influence inside
Iran. Iran knew this, he said, because former CIA Beirut station chief
William Buckley had revealed it under torture at the hands of Khomeini-
loyalist Hezbollah forces in southern Lebanon.

Even Oliver North’s Iran/Contra associate Richard Secord had a connec-
tion with the PLO. One of the middlemen Secord used to supply arms to
the Nicaraguan Contras was Manzer al Kassar, a Syrian arms dealer who
also supplied weapons to Palestinian terrorist Abul Abbas, the leader of the
hijackers of the Achille Lauro cruise ship.?’ Oliver North himself sold
rifles bought from Kassar to a CIA-linked arms dealer in Georgia to
generate “‘profits”’ for the Contras in Nicaragua.®®

Although Khashoggi’s plan to reconcile Israel and the PLO, and the
PLO’s offer to the CIA to negotiate the release of U.S. hostages with
Hezbollah both fell through, their actions reveal that the resolution of the
“‘Palestinian problem’’ and the fate of Americans still held captive in
southern Lebanon are inextricably linked.



IV

IN LIKE A BURGLAR

“You're in like a burglar.”

George Bush to Ronald Reagan,
Election Day, November 4, 1980

On Election Day, November 4, 1980—before the polls closed and with the
hostages still in Tehran—a journalist delivered a personal message from
soon-to-be-vice-president-elect Bush to Ronald Reagan at Reagan’s voting
place in California: ‘‘George Bush says you're in like a burglar.””! While
Reagan shrugged off the remark with characteristic aplomb, ‘‘the joy in
the corridors at CIA headquarters at Langley was palpable.’’ Ironically, in
light of the reported pre-election Paris meeting between Reagan-Bush
campaign manager William Casey and Iranian officials, ‘‘many treated
Reagan’s victory like Liberation Day in Paris.”’* The celebratory mood
was especially great among the six hundred to eight hundred covert
operatives whom Carter’s CIA director Stansfield Turner had fired or sent
to an early retirement in the ‘‘Halloween Massacre’” of 1977. Some of the
““massacred’’ thought George Bush ‘‘walked on water’’* and had worked
for him in the 1980 presidential campaign.

As Bush’s premature congratulations were being delivered to Reagan in
California, halfway around the world, in Iran, President Bani Sadr’s
political rivals, the Rafsanjani-Beheshti forces, delivered a letter to the
secretary of Iran’s Parliament calling for his banishment.* Bani Sadr’s
foes, who had reportedly sent representatives to meet with Reagan-Bush
campaign manager William Casey and George Bush in Paris before the
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election, instantly targeted the one person who had worked with President
Carter to obtain an early release of the hostages.

President Bani Sadr had an admittedly selfish motive for wanting the
hostages released early to President Carter. In his opinion, their continued
captivity tarnished the reputation of the new Islamic Revolution and served
only the cause of the radical mullahs who wanted to use the continuing
crisis to consolidate their power base at the expense of both himself and
the American president. ‘“When I became president in January 1980,”" he
told New Perspectives Quarterly, ‘‘1 felt it was essential to free the
American hostages to Carter in order to firmly establish the authority of
my government.’’> The radical mullahs wanted that authority destroyed
and Bani Sadr removed from office.

Bani Sadr maintains that Beheshti and Rafsanjani were behind the letter
to Parliament calling for his banishment because three months earlier, in
August 1980, he had refused to sign a written ‘‘waiver’’ agreeing to abide
by whatever deal they made with ‘‘the Americans’’ for the release of the
hostages.® By ‘‘Americans,” he insists, ‘‘they meant that a delay in the
release of the hostages could be used to establish a relationship with ‘the
other side’—the incoming Reagan Administration.”” As Bani Sadr had
already refused to sign the waiver, and as Beheshti’s and Rafsanjani’s
representatives reportedly had come to an understanding with William
Casey and George Bush in October 1980 that Iran would receive U.S.
arms for its war with Iraq, Bani Sadr had to be banished for their
agreement to take force. Unless he was removed from power, as Com-
mander-in-Chief of Iran’s armed forces, he would take possession of the
arms that would soon begin arriving as a result of his opposition’s secret
negotiations with the Reagan-Bush camp.

The Ayatollah Beheshti was a powerful religious cleric at the time,
second only to Khomeini. According to the Iranian students who took over
the U.S. Embassy, he had close ties to the CIA and saw the continuation
of the hostage crisis as the best way to consolidate the power of the radical
clergy in Iran. Bani Sadr maintains that, in a meeting of the Revolutionary
Council, Beheshti and the mullahs sought to exacerbate the hostage crisis
as an excuse for removing him from power as President and Commander-
in-Chief of Iran’s armed forces, and that a tape recording was made of that
meeting.’

Beheshti and Rafsanjani, who subsequently became the powerful speaker
of Iran’s Parliament and, in June 1988, also the Commander-in-Chief of
Iran’s armed forces, clearly saw the same linkage between which U.S.
candidate gained credit for a hostage release and which side eventually
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prevailed in Iran. The fates of Bani Sadr, Carter, and multi-party democ-
racy in Iran were linked—as were those of Reagan, Bush, and the religious
theocrats, led by Rafsanjani and Beheshti, with their goal of consolidating
political power in a single party, the Islamic Republic Party, led by the
radical mullahs.

Back in the United States, President Carter’s CIA director, Stansfield
Turner, briefed the new President-elect a little more than two weeks after
the election.® On November 20, 1980, Turner passed to Reagan informa-
tion about the CIA’s most secret and sensitive operations, which probably
included a $160 million fund the Agency had set aside for ‘‘reconcilia-
tion’’ with Iran.” This amount was close to $150 million worth of U.S.
arms and spare parts that President Carter, in an official message of
October 11, 1980, had told the Iranians that the United States would be
willing to deliver upon a resolution of the hostage crisis.!® Carter’s
October | 1th arms offer, however, was never acknowledged by the Iranians,
who instead reportedly met the following week with the man who would
become the new director of the CIA, William Casey.

On November 21, 1980, the day after Turner briefed Reagan on the
most tightly-held secrets of U.S. covert operations, the new President-elect
returned to California. Shortly thereafter, at the instigation of his elite
circle of California supporters, Reagan met with Count Alexandre de
Marenches, the head of the SDECE—Service of External Documentation
and Counterespionage. Though technically a military intelligence agency,
SDECE is France’s equivalent of the CIA.'"" According to a source who
claims to have been told by the Israelis, de Marenches brought with him a
copy of an alleged French intelligence report filed with the SDECE on
the secret October 1980 Paris meeting between Reagan’s campaign man-
ager William Casey, vice-presidential candidate George Bush, French
intelligence agents, and Iranian arms procurement officials. In their discus-
sions, the flamboyant Frenchman left Reagan with one other major mes-
sage: “‘Don’t trust the CIA.”""?

Shortly after the de Marenches meeting with Reagan in California,
another critical meeting took place in Washington, D.C., in December, at
the request of the Israeli government. The purpose of the meeting was to
obtain approval from the future Reagan-Bush Administration for Israel to
ship U.S. military equipment to Iran. At the meeting were the then head of
Reagan’s foreign policy transition team. Richard Allen, soon to become
Reagan’s first national security adviser, and Morris Amitay. who newly
represented the Isracli embassy and had just left his previous post as
executive director of the American-Israel Public Action Committee, Isra-
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el’s top lobby in Washington.'? It was Allen who had met in early October
at the Washington, D.C., L’Enfant Plaza Hotel with Houshang Lavi, a
Jewish-Iranian arms dealer who also had long ties to Israel, at which
meeting Lavi had offered to arrange the release of the hostages to the
Reagan-Bush camp in exchange for U.S. aircraft parts.

Amitay told the Miami Herald that he arranged the December 1980
meeting with Richard Allen at the request of General Menachem Meron,
Israel’s military attaché at its Washington, D.C., embassy and a former
head of Israel’s Defense Ministry. Amitay said that he asked Allen, who
was soon to become Reagan’s first national security adviser, ‘‘What’s the
attitude of the [future] Reagan Administration to Israeli shipments of U.S.
arms to Iran?’’ According to Amitay, Allen replied, *‘Tell your friends I
heard what you said.”’'* According to Meron, Amitay took Allen’s re-
sponse as authorization with an eye to future plausible deniability and
conveyed the same to the general.

In light of Richard Allen’s post-election meeting with the Israeli official
over U.S. arms shipments to Iran, it may be significant that, according to
Bob Woodward’s book Veil, he later charged that the National Security
Agency had intercepted his telephone messages during the transition period
and reported them to President Carter. NSA denied the charge.

Richard Allen’s meeting with Morris Amitay was not the only Decem-
ber meeting of importance in making arrangements for U.S. arms ship-
ments to Iran during the transition period, and beyond. Sometime during
the transition period, Saudi billionaire and middleman Adnan Khashoggi
met several times with William Casey in London.'> Casey, who had
already come to know Khashoggi during the Nixon Administration, lis-
tened intently to the Saudi’s vision of using Israel, with whom he was also
on friendly terms, to influence U.S. policy on Iran. By this time, Khashoggi
had also already developed a close relationship with Israeli arms dealers
Yaacov Nimrodi and Al Schwimmer. Casey, Khashoggi, Nimrodi, and
Schwimmer would all figure prominently in the later U.S. arms shipments
to Iran that became a focus of the Iran/Contra affair.

Yet another important transition-period meeting involved Alexander
Haig, soon to become secretary of state. The Wall Street Journal reported
that Haig and U.S-Israeli liaison Michael Ledeen met with Italian master
criminal Francesco Pazienza on December 9, 1980, about the same time
that Richard Allen gave the green light to Amitay in Washington.'®
Significantly, it was Haig who, in February 1981, as secretary of state,
subsequently gave the official authorization to Israel to ship U.S. arms to
Iran.'” Ledeen became an adviser in Haig’s State Department and later a
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consultant to President Reagan’s third national security adviser, Robert
McFarlane, who secretly received Iranian arms dealer Houshang Lavi’s
arms-for-hostages offer in Washington a month before the election. Ledeen
also worked out of Oliver North’s office in the Old Executive Office
Building next to the White House.

The man with whom Haig and Ledeen reportedly met, Francesco Pazienza,
was a top-ranking member of an illegal Italian secret society known as
*‘P-2”" which, according to sources who wish to remain unidentified, was
involved from the beginning in the Reagan-Bush Administration’s secret
shipments of U.S. arms to Iran. A scandal involving P-2, whose members
included leaders of the Italian administration, military, media, and intelli-
gence community, brought down the Italian government in the first half of
1981, only months after Reagan and Bush gained office. According to
these sources, P-2 became involved in billions of dollars worth of arms
deliveries from both the U.S. and European NATO countries to Iran in the
1980’s. Details of many of these European shipments, and their relation-
ship to P-2 and to ‘‘Project Democracy’’ run by Oliver North from the
National Security Council are found in the Chapters VIII and IX.

In an interview with the Israeli newspaper Ma’ariv, General Meron,
presumably based on Richard Allen’s veiled green light to Amitay in
Washington in December 1980, said that Israel had shipped U.S. arms to
Iran beginning in 1981 with the implicit consent of the Reagan-Bush
government.'® In fact, Israeli deliveries of U.S. arms to Iran began even
before Richard Allen became national security adviser and Alexander Haig
took the post of secretary of state—during the transition period between
the November 4, 1980, election and Reagan’s inauguration of January 20,
1981.

According to the London Observer, Yaacov Nimrodi, an Israeli arms
dealer and former military attaché and Mossad station chief in Iran, sold
U.S.-made Lance missiles and Copperhead anti-tank shells to the Khomeini
regime during the transition period between the 1980 election and Reagan’s
inauguration.'” Nimrodi was at the time, and remained throughout the
1985-86 U.S.-Iran arms dealings, Iranian middleman Manucher Gorbanifar’s
chief Israeli contact.?’ Gorbanifar, a former official in the Shah’s secret
police, SAVAK, a reported Iranian Jew with links to the Mossad (Israel’s
intelligence agency), and then head of Iran’s arms-buying and intelligence
operations in Europe from his comfortable domicile in Paris,*' had report-
edly told CIA agent George Cave in 1980 that he could ‘‘buy’’ freedom for
the fifty-two U.S. hostages.?? He then attended the reported October 19,
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1980, meeting in his home city with William Casey, George Bush, French
intelligence agents, and representatives of Iran’s Ayatollah Beheshti and
Hashemi Rafsanjani where $40 million allegedly changed hands.

Besides Gorbanifar and Nimrodi, Cyrus Hashemi, a second reported
participant with William Casey in the alleged October 20, 1980, Paris
meeting, also began making arrangements to ship U.S. arms to Iran during
the transition period between the election and Reagan’s inauguration. A
multimillionaire banker who claimed to be a cousin of Bani Sadr’s rival
Hashemi Rafsanjani, Hashemi had also worked closely with Gorbanifar,
Khashoggi, and Israeli intelligence, and had been an agent for the CIA
since 1975.* The FBI made audio and video tapes of conversaticns in
Hashemi’s New York trust company offices during the transition period,
from November 1980 through January 1981. These tapes reportedly show
that he and his brothers, Reza and Djamshid, were then making arrange-
ments to ship U.S. military equipment to the Khomeini regime,** including
radar equipment, flight direction indicators, night-vision systems, and 60
miles of field communication wire.>> Hashemi also sold U.S. arms to Iran
in 1981 and 1982, the first two years of the Reagan-Bush Administration,
claiming that the deliveries were part of an effort to get the original
fifty-two hostages released from Iran.?® In July 1984 he was indicted for
these early shipments, but told his attorney, Elliot Richardson of Watergate
renown, that they had been secretly sanctioned by the CIA, and he was
never prosecuted. CIA Director William Casey had, after all, reportedly
met with Hashemi himself at a secret Paris meeting on October 20, 1980,
to work out details for the shipments.

In 1981, the first year of the Reagan-Bush Administration, one of Cyrus
Hashemi’s brothers, Djamshid, also began shipping U.S. arms to Iran.
According to the former President of Iran, Abolhassan Bani Sadr, Djamshid
made his illegal deals under the false name Mohammad Ali Hashemi-
Balanian, representing himself as the president of RRC Company, Inc. of
Stamford, Connecticut, and of Yorkhouse Trading Company. According to
Bani Sadr, Cyrus Hashemi’s brother received letters of credit for his 1981
arms deals with the Khomeini regime through the Lebanese-owned BBC
Bank of London and worked with Israeli arms dealers Jamie and Andre
Frydel, co-owners of both the British West Indies-registered company JSC
International and the Liberian-registered company Kendall Holding, Ltd.
Copies of some of the invoices for these early U.S. arms shipments to Iran
were obtained by the author from the former President of Iran, Abolhassan
Bani Sadr, the earliest dated March 8 and 9, 1981. In 1982, Hashemi-
Balanian moved his arms business to London.
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Some reports have tried to blame Cyrus Hashemi’s transition-period
arms arrangements on the Carter Administration. Whereas this is possible,
as President Carter’s NSC-CIA liaison, Donald Gregg, reportedly attended
the October 20, 1980, Paris meeting with Iranian arms procurement offi-
cials, a number of facts and reports argue against this conclusion. First,
William Casey, soon to become Reagan’s CIA director, was also report-
edly present with Gregg at the Paris meeting. Second, Gregg was an old
friend of George Bush and soon to become the new vice-president’s national
security adviser. Third, Hashemi’s main contact in the Carter Administra-
tion was reportedly Stanley Pottinger, also an old friend of George Bush.?’
Fourth, Hashemi’s attorney, Elliot Richardson, campaigned for Reagan
and Bush and travelled on Reagan’s campaign plane. Fifth, documented
arms-for-hostages offers to the Carter Administration before the election
by Iranian arms dealers Houshang Lavi and Hashemi himself were turned
down, whereas Lavi’s parallel offer of early October 1980 to Richard
Allen of the Reagan-Bush campaign was kept secret from Carter’s govern-
ment. Sixth, Hashemi’s major arms deliveries to Iran occurred during the
first ten months of the Reagan-Bush Administration, when William Casey’s
CIA, though knowledgeable, allowed them to proceed without interfer-
ence. And, seventh, indictments in a $2.5 billion Iran arms sales sting
operation, in which the defendants had called Bush to testify as a witness,
were dropped shortly before he was inaugurated as President in 1989
because the federal prosecutor said that he knew he “‘would lose a headline
case.”’ Details of Hashemi’s 1980 and 1981 arms sales and later collusion
with Lavi in this New York sting operation were contained in court
affidavits in the case. In summary, it is unlikely that the onus for Cyrus
Hashemi’s transition-period arms dealings with Iran can be laid at the door
of the Carter Administration.

Having already worked with William Casey on the reported arms-for-
hostages swap of January 20, 1981, in June 1985 Hashemi made the CIA
director a similar offer to free the lesser number of U.S. hostages then held
captive in Lebanon. Hashemi was the originator of this second arms-for-
hostages proposal—the one that eventually led to the Iran/Contra affair. In
exchange for the Americans’ freedom, he demanded: 1) the dismissal of
his own indictment for the earlier 1981-82 U.S. arms deliveries to Iran,
which was granted; 2) the sale of TOW anti-tank missiles to Iran, which
was granted in the late 1985 TOW deliveries that became a core focus of
the Iran/Contra scandal; and 3) the release of all seventeen pro-Iranian
terrorists held in Kuwaiti jails for the bombing of the U.S. embassy in
Kuwait in 1983.2% Of these three conditions for release of the U.S.
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hostages held in Lebanon, only the third, of which President Reagan was
fully aware, remains unfulfilled at the time of this writing. At a meeting in
West Germany in October 1986 shortly after Hashemi’s death, and just
before the Iran/Contra scandal broke, Oliver North and CIA consultant
George Cave told Iranian officials that President Reagan had also agreed to
the third and last of the demands. National security adviser John Poindexter
also testified to the Congressional Iran/Contra Committees that President
Reagan had agreed to do what he could to see that the ‘‘Kuwaiti 17’ were
released, which' made George Shultz ‘‘sick to his stomach’’ (when he
heard about it). The continued detention of the ‘‘Kuwaiti 17’ has also
been the cause of numerous subsequent Iranian-backed terrorist actions,
including the hijacking of a Kuwaiti airliner on April 5, 1988.

Cyrus Hashemi died in London on July 21, 1986, of a ‘‘rare and
virulent form of leukemia’’ diagnosed only two days before his death. This
was only three months before the Reagan-Bush Administration’s secret
1985-86 arms-for-hostages deals with Iran became public, and shortly after
Hashemi worked with Houshang Lavi on the above-mentioned New York
sting operation. Lavi has told the author and other journalists that U.S.
agents had Hashemi killed.?’

In summary, there were at least six meetings, in September, October,
November, and December of 1980 involving Reagan-Bush campaign offi-
cials and associates at which it is known or can be inferred that arrange-
ments for U.S. arms deliveries to Iran were discussed and concretized: the
alleged September 1980 meeting in Zurich between Robert McFarlane and
Iranian arms procurement officials; the October 2, 1980, meeting among
Iranian arms dealer Houshang Lavi, McFarlane, Reagan-Bush foreign
policy adviser Richard Allen, and Allen’s aide Laurence Silberman in
Washington D.C.; the alleged Paris meetings among William Casey,
George Bush, and Bani Sadr’s Iranian rivals of late October 1980; the
November 1980 meeting between de Marenches and Reagan; the Decem-
ber 1980 meeting between Richard Allen and Israeli agent Morris Amitay;
and the reported December 1980 meeting among Alexander Haig, Michael
Ledeen, and Francesco Pazienza of P-2. As a result, hundreds of millions
of dollars worth of U.S. arms were reportedly delivered to Iran during the
transition period between the November 4, 1980, election and Inauguration
Day, and throughout 1981.

Though the Carter CIA, in mid-October 1980, set aside $160 million for
“‘reconciliation’’ with Iran—almost exactly the amount of President Car-
ter’s never-acknowledged arms offer to Iran of October 11, 1980—it is
probable that neither Carter nor President Bani Sadr were privy to the
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probable use of this money to cover transition-period arms sales. That
transition-period arms deliveries to Iran took place and that President Bani
Sadr was kept in the dark about them would account for the discrepancy
between his and Iranian parliamentary speaker Rafsanjani’s assessments of
Iran’s arms stocks in November 1980. The Foreign Broadcast Information
Service reported Rafsanjani as having said that Iran possessed ‘‘huge
quantities of weapons’’ at that time.? By contrast, President Bani Sadr,
the political rival of Rafsanjani and Beheshti, claimed that, as of Iraq’s
invaston of Iran on September 22, 1980, Iran ‘‘had only five to ten days
[military] supplies.””®' It was Rafsanjani and Beheshti’s representatives,
not Bani Sadr’s, who had reportedly met with Reagan-Bush campaign
manager William Casey in Paris in late October 1980 to work out the first
successful arms-for-hostages swap and who would have thus become the
likely recipients of those arms. Bani Sadr, in fact, has asserted that *‘the
certitude of an arms supply from the U.S. was a key factor in the decision
of the mullah conspiracy to launch the [June 1981] coup which forced me
from power.” %

Iranian democracy and Presidents Bani Sadr and Carter were the triple
victims of this reported series of October, November, and December 1980
meetings between their political rivals in both countries. Truly, Ronald
Reagan and the Ayatollahs were ‘‘in like burglars.””
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ONCE UPON A PERFECT TIMING

“In the eyes of many in the world,
this every-four-year ceremony we accept as normal
is nothing less than a miracle.”

President Ronald Wilson Reagan
inaugural Address to the Nation, January 20, 1981

Two ‘‘miracles’” happened when Ronald Reagan took the oath of office as
President of the United States. The first was made in heaven, the second
very much on earth.

As I and other Reagan staffers huddled in the gray chill that twentieth
day of January, 1981, awaiting the moment when everything we had
worked so long and so hard for was about to come true, an unexpected and
heightened sense of anticipation came over me. It had to do with some-
thing more than the joyous initiation ritual we were about to experience—it
felt as if something else, something ‘‘greater,”’ . . . even miraculous were
about to happen. .

I became alert. Far in the distance, on the inaugural platform, for the
first time in U.S. history facing west to the White House instead of east,
Ronald Reagan stepped to the podium. As he placed his hand upon a
well-worn family Bible, a hush fell over the crowd. Was this ‘‘it”’? Was
the ‘‘miracle’’ I sensed about to happen now?

But the oath passed without incident. Then, as Reagan stood before the
podium and lowered his head before beginning the inaugural address, the
feeling of anticipation heightened. It couldn’t be the speech, I thought, for
I knew what he was going to say. I had read the draft. But, surely,
something momentous was about to happen now.

129
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But the inaugural address, at least from my perspective, seated far back
in the crowd, also passed without incident. Still, something told me that
“‘it”” had just happened.

After the ceremeny, the dignitaries on the platform, including my
mentor and boss Dr. Martin Anderson who was about to become Reagan’s
chief domestic policy adviser, dispersed. They joined Reagan and mem-
bers of Congress for a post-inaugural event. During the new President’s
remarks, he was handed a note, which I was later told originated from
Richard Allen, Anderson’s friend and Reagan’s national security adviser
who had followed the situation of the hostages. As Reagan read from the
note, the crowd burst into applause. The fifty-two American hostages had
just been set free in Iran.

Only later would we be told the precise timing of this ‘‘miracle.”” Their
plane, which had been held up at Tehran Airport, had received the “‘go”’
signal from a guard on the ground holding a radio to his ear with one hand
and walkie-talkie in the other. The guard had waited to receive word that
Ronald Reagan had just completed his oath of office and was about to
begin his inaugural address before giving the signal for the plane to take
off.! The Iranians, in other words, had waited until the exact moment they
could be sure that Ronald Reagan was President to release the hostages to
freedom.

The next day, at the White House, when I first heard of this timing, I
was stunned. | sat alone at my desk on the second floor of the West
Wing, thinking. It had to have been prearranged. The very moment that
Reagan had begun his inaugural address, just after completing the oath—
when ['d had the feeling that ‘“‘it’” had happened—was the exact instant,
halfway around the world, that the plane had been allowed to leave
Tehran.

Was that the ‘‘event’’ I had anticipated as Reagan had stepped up to the
podium? Incredible as the timing of the release of the hostages was,
somehow I knew that this was still not “‘it.”” I would have to wait a little
longer to find out.

That night was the Inaugural Ball. 1 was dressed in an emerald green
gown—an ‘‘original’’ of which there were at least three identical copies on
the dance floor. When Reagan and Nancy arrived at ten o’clock, like
starry-eyed lovers at their freshman prom, the room went wild. Through-
out the revelry and dancing that followed, my thoughts kept going back to
the moment of the oath. Something had to have happened other than the
““miracle’” of the timing of the hostages’ release . .. something really
miraculous.
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The next day, January 21, 1981, I walked through the main gate of the
White House on Pennsylvania Avenue for the first time as Special Assis-
tant to the Assistant to the President for Policy Development. 1 had been in
the White House just a few days before, on one of the last days before
President Carter left office, as part of a small team sent by Reagan-Bush
transition headquarters to receive instruction on operations from the outgo-
ing staff.

As 1 walked up the stairs to the second floor of the West Wing, where
our offices were to be, I was again struck by how incredibly small
everything was. Despite the grand images of schoolbook days, the White
House is exactly that—a house. And the West Wing, where the Oval
Office and main staff offices are located on two floors and a basement, is a
small part of that house. Its offices felt more like living rooms in a home
than suites.

The first, and main, event that first day was to be a swearing-in
ceremony, for major political appointees, in the East Room, one of the few
rooms in the White House that definitely was not small. Its size and
grandeur had been designed for just such an occasion. My boss and
mentor, Martin Anderson, was to be among those sworn in that morning
by the Chief Justice—as Assistant to the President for Policy Develop-
ment, the domestic policy counterpart to the President’s White House
national security adviser who would be Richard Allen.

That morning, for the first time, I walked past the press quarters, where
Jim Brady had his office, through the lanai and the red-carpeted hall of the
main mansion, and up the brass-railed stairway to the State level on the
second floor. The Marine band was playing across from the great door,
which was in the center of the main hall with its brightly painted presiden-
tial seal overhead. The East Room, just down the hall, was already filling
with new staffers and proud family who had come to watch the ceremony.

I took a seat on one of the folding chairs a few rows back from the
front. The new President was not there. His top political advisers were
seated on a makeshift platform at the front of the room—among them
James Baker, White House Chief of Staff; Ed Meese, Counselor to the
President; Richard Allen, the new national security adviser; and the man
who had brought me on this amazing journey, Martin Anderson, the new
domestic policy adviser. The Chief Justice entered and was introduced by
Jim Baker. Then, after a few brief remarks, those seated on the platform
were directed to stand and to raise their right hands.

As the direction was given I raised my hand, thinking that this was
intended for political appointees in the audience as well. A quick glance to
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the right and left, however, made it clear that this wasn’t the case.
Embarrassed, I lowered my hand. But then, in a moment of private
commitment, [ decided to raise it again and voluntarily take the oath along
with the others.

I had just taken an oath to uphold the Constitution of the United States
of America to the best of my ability.

The ceremony was surprisingly short: just a brief introduction of the
Chief Justice and the administering of the oath. When it was over, to my
surprise, Jim Baker announced that those who had taken the oath should
form a line under the main door in the entrance hall for a photo opportu-
nity with the President. Amused at the unexpected development, I decided
to join the line.

As the President’s top political appointees entered the long cue with
their family members, I let the newcomers go ahead. As a result, when-
ever the President looked to the right to see who was next, he always saw
me at the end of the line. After twenty minutes of this, he caught my eye
with a quizzical look.

As the guests finally dwindled in number, I moved to just behind the
purple velvet cord where a Secret Service agent stood with her hand on a
large brass ring. When he saw that I was the only person left behind the
rope, only a few feet away, the President waved for me to come forward.
The Secret Service agent dutifully began to unclasp the rope, but then
stopped for a second, thinking. She looked at the President, then at me,
and back at Reagan. Again, he motioned for me to come ahead. Again,
she hesitated.

“‘Did you take the oath?’’ she finally asked, apparently confused.

“I did,”’ I replied firmly.

With graceful but obvious impatience, the President waved his right
arm in my direction, nodding. But once again the agent hesitated, torn
between her instructions and his clear wish.

“‘But—did you take the oath—on the platform?’’ she asked.

““‘No, ma’am,’’ [ said as the President listened intently. ‘I took the oath
on my own, voluntarily, from the audience.”’

This made the Secret Service agent very uncomfortable. She thought
again for a second, looking once more from me to the President, who
motioned one last time to get on with the picture.

The agent stiffened. “‘I'm afraid that we can’t allow you—"" she began.

[ looked at Reagan, he at me. A look of empathy came over his face.

“It doesn’t matter,”” I shrugged. *‘I don’t need to have my picture
taken, even though I did take the oath—if it breaks your rules.”
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I looked at the President one last time and he, too, shrugged, as if to
say, “‘See, I told you. I only do what they tell me.”’

Though I was disappointed, I was also amused. The Secret Servicewoman
had decided that the President of the United States could not overrule her
petty bureaucratic instructions. Of all my experiences in Washington over
three and one-half years, that first incident, more than any other, embodied
the very thing that Ronald Reagan had said for so long that he was coming
to Washington to fix. Yet he let it happen. Such a blatant contradiction
wouldn’t be witnessed again until the world, and I with it, learned that the
man who had campaigned on a pledge to stand tough against Iran had sold
arms to the Ayatollah Khomeini himself.

I politely thanked the agent and walked a few feet over to one of the
large marble pillars in front of the main hall door. So that the President
could not see my disappointment, I forced myself to look down and read a
copy of the program we had been handed upon entering the East Room.

Though I was looking down, I knew that I was only a few feet away
from the cameramen who were packing up their lights, and I was aware
that the President had walked to my left a few feet away around the pillar.
The Marine band finished a march, and I could hear him thanking the
bandmaster for doing such a fine job.

It was then that a human miracle of sorts occurred, in one of those rare
moments when the President found a few seconds between pre-scripted
cues. As the band struck up again, though I was still looking down, I
became aware that a tall figure was approaching me from the front. When
he was only a foot away, I looked up. It was the President.

He still had the same look of sympathy in his eyes, and my first thought
was that, so close, | wouldn’t be able to hide my feelings. Then, suddenly,
without saying a word, he raised his hand and nodded. Somehow, I knew
what he meant for me to do, and I raised my hand, too. We just stood
there, our two hands raised upright, almost touching, while he looked into
my eyes and winked. Then he walked on without saying a word.

I stood stunned for a moment, and then, without looking to see where he
had gone, walked as fast as I could back to my desk in the West Wing.

What had just happened? Was that “*it’’? Had I been wrong after all?
Did the feeling that a *‘special event’” was coming, which [ had experienced
just after Reagan took his oath of office the day before, refer to today, not
yesterday? As I asked myself this question, still wondering at the meaning
of what had just happened, Dr. Anderson returned from the East Room.

““Marty, I've got to tell you what just happened,’’ I intoned.

“‘Come on in my office,’” he said jauntily. He motioned for me to take a
seat in the Queen Anne chair by his sleek, new, dark mahogany desk.
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““‘So what happened? What did you think of the ceremony?’’ he asked
cheerfully.

“Well—"" I began, “‘I don’t know.”” And I related what had just
happened. He thought for a moment, and then, to my surprise, laughed
heartily.

““Oh! Well, that’s just Reagan!”’ he said. But I could tell from his
expression that there was something else he wanted to tell me, something,
perhaps, related to my experience. But he caught himself, as if to say,
“‘Not here.””

I returned to my desk, still mulling over the experience, which had
deeply touched me. It epitomized Reagan’s legendary empathy and
character—the simple, spontaneous humanity that was so much a part of
his nature. But what did it mean?

Then with a sudden rush I realized—he had led me in the sign of the
oath. It was all I could do to keep from crying, it was so wonderful. Yet,
as wonderful as it was, I thought, that still wasn’t “‘it.”’

That first day in the White House was full of meetings and the bustle of
housekeeping chores—setting up the offices, changing the locks on safes,
checking paper supplies. One evening later in the week, Marty stopped by
my desk after it had turned dark. It was common for our White House staff
to work long hours, sometimes even late into the night. At first he seemed
hesitant, then he spoke.

““‘Can you come with me to get my car?’’ he asked.

[ was surprised at the request. Dr. Anderson had always been careful to
keep his relations with staff confined strictly to business hours. 1 thought
for a moment. His expression told me it was important.

““Of course, Marty. When do you want to go? Now?”’ I asked.

He nodded. I straightened my desk, grabbed my coat, and followed him
down the narrow stairway and into the parking lot on the side street
between the White House and the Old Executive Office Building, which
towered in the dark.

As we got in the car and Marty started up the engine he explained.
“‘Annelise [Marty’s wife, a top political appointee in the Office of Man-
agement and Budget] has to work late tonight, and our other car is being
repaired. It’s ready, and I need someone to drive one of the cars back for
me. OK?”’

““Sure,”” I nodded. Then, watching for a cue, I said nothing as we drove
on for miles in the night. What was going on? I knew that Marty could
have asked Annelise to go get the car with him. I sensed that he must have
something on his mind, something he wanted to tell me where no one
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could hear. A feeling of certainty then came over me. ‘‘This is finally
going to be ‘it’!”’ I thought. What Marty’s about to tell me has something
to do with yesterday, when Reagan took the oath of office.

It was everything I could do to keep from asking. We drove on for
several more miles in the dark. Finally, when we reached the open
freeway, Marty cleared his throat.

*‘Did you see it?’" he asked hesitantly.

I wasn’t sure I'd heard him right. *‘Did | what?”’

He spoke louder this time, still looking ahead at the road. ‘‘Did you see
it?’” he repeated.

I didn’t know how to answer because I didn’t know what he meant.

“Did I see—what?”’

““The oath,”” he managed, still looking ahead. “‘Did you see what
happened right after Reagan took the oath of office?”’

““*No, I didn’t—I don’t think so. What was it?”’

It was then, on the road to Seven Corners, that I learned what “‘it’’ had
been from the man who had just become the chief domestic policy adviser
to the President of the United States. Even though it had happened in front
of an audience of thousands, I kept the secret for seven years. I only
share it now because he has done so himself. This is what Martin Ander-
son told me that night, with awe in his voice, in his own words, from his
now-published book Revolution:

‘‘Everything was perfect.

‘It got even better. President-elect Reagan stood and took the oath of
office, administered by the Chief Justice of the United States, Warren
Burger. Then came his inaugural address. Reagan walked to the po-
dium, and, as he raised his head to look out at the crowd assembled in
front of him and speak, a strange thing happened.

*“The dark cloudy sky over his head began to part slightly. Within
seconds there was a gaping hole in the gray overcast, and a brilliant,
golden shaft of wintery sun burst through the clouds and bathed the
inaugural stand and the watching crowd. As Reagan spoke, a slight
breeze ruffled his hair and the warm golden light beamed down upon
him. Later, a few minutes after he finished speaking, as if on cue from
some master lighter backstage, the hole in the clouds shrank, the sky
darkened, and Washington grew gray and cold once again.

‘It was a fortuitous coincidence of timing and weather, but for those
who did not know that, it sure could have looked like a sign from
Heaven. At the very least, it was a bright, golden symbol of the passing
of the old and the coming of the new, one more proof that even when it
came to weather, Reagan was lucky.”’?
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This is what Dr. Anderson had said publicly, but that night on the road
to Seven Corners, | knew that he knew that it was more than just a lucky
coincidence of the weather. Whatever the explanation, he wanted to
believe it was more. He wanted to believe that it was a sign from Heaven.

KEYHOLE TO THE KINGDOM

Years later, a retired intelligence officer told me that what happened on the
day of President Reagan’s inauguration might have been caused by a
special kind of satellite. He said that one kind of satellite—he thought it
was called a “*Keyhole’’—uses a beam to burn holes in cloudcover below,
so that photographs can be taken regardless of the weather; and that these
satellites can ‘‘read’’ the numbers on a car’s license plate from 150 miles
overhead. [ have no way of knowing whether what the agent said is true. If
it is, it would explain why the sun shone that noon through what looked
like a round hole in the cloudcover. Somehow, though, that explanation
didn’t satisfy. Like Marty, [ wanted to believe that God, not man, was the
old ‘*Master Lighter backstage.’

The thought of a military satellite taking photographs of the President’s
speech notes from 150 miles in the sky struck me as incredible, at first.
But as I thought about what the retired intelligence official had said, 1
remembered the other ‘‘miracle’’ that happened just as the ‘‘keyhole’” had
opened up in the heavens. A very human Iranian guard with a very
man-made walkie-talkie somehow had received word that Ronald Reagan
had just completed his oath of office, and the Iranians had waited until
precisely that moment to wave the Algerian plane carrying fifty-two
American hostages to freedom.

I had to wonder. Was it really God behind the ‘‘miracle’” at the
inauguration, or was it—the *‘Party of God’’?

The ‘“‘Party of God,”” or ‘‘Hezbollah,” is the name of one of the
Ayatollah Khomeini’s most radical group of followers—the group respon-
sible, in part, for taking the fifty-two hostages in the first place. Hezbollah
was also behind the bombing of the United States embassy and Marine
barracks in Beirut in 1983-84 and the taking of a dozen more American
hostages in Lebanon during President Reagan’s second term in office.

Was it possible that the inaugural timing, which was “‘too good to be



OCTOBER SURPRISE 137

true,”” had to do with some secret arrangement, arrived at between the
Iranians and the Reagan-Bush campaign or transition team, not to release
the hostages until they were absolutely certain that President Carter could
no longer receive credit?

Like a grain of sand in an oyster, that thought simply would not go away.
Over the years, piece by piece, other bits of information began building
around it. There may not be a worldly explanation for the beam of light at
Reagan’s inauguration, I realized, but there had to be a down-to-earth
explanation for the ‘‘coincidence’’ of the timing of his completing his oath
of office and the take-off of the plane.

It wasn’t until late 1986 and 1987 that the pieces of the puzzle, which
would explain that ‘‘coincidence,”” began appearing in the press, and
falling into place.

On November 29, 1986, in a front-page article, the Washington Post
reported that Richard Allen, who had been Reagan’s chief foreign policy
adviser in the 1980 campaign, and Robert McFarlane, who later became
his third national security adviser, had met secretly in Washington, D.C.,
in early October 1980 with a self-proclaimed Khomeini emissary who
offered to arrange a release of the fifty-two hostages to the Reagan-Bush
campaign, and not to Carter, in exchange for arms. Shortly thereafter, the
Miami Herald reported that Iran’s parliamentary speaker, Hashemi Rafsanjani,
had been in charge of the timing of the release of the hostages on Iran’s
end, and that Richard Allen had been the person on Reagan’s end who had
informed him of their release.

When I read those two articles, I vowed to find every bit of information
publicly available to answer the gnawing question: Had Richard Allen said
‘‘yes’” to the Khomeini emissary’s arms-for-hostages offer, despite his
public denials? And—was the ‘‘lucky’’ weather more than merely luck?

Ironically, one of the first leads came from Richard Allen himself, the
man who became Reagan’s first White House national security adviser. On
the MacNeillLehrer Newshour on November 7, 1986, just after the Iran/
Contra scandal broke, Allen recalled President Reagan’s first full day in
the White House—the same day as my ‘‘oath’’ experience after the
swearing-in ceremony in the East Room. Allen explained to the nationwide
television audience that on that day, January 21, 1981, there was still one
other American hostage who had not yet come home, and what President
Reagan said when he told him about her plight:

““When the Iranian hostages—our hostages in Iran—were released on
Inauguration Day, one was left behind. It was a journalist. As it turned
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out, that journalist, a woman, Mrs. Dwyer of New York, was the wife
of a former classmate of mine in school. I went to the President the next
day [January 21, 1981], and said: ‘There’s one still not out.’

*“And the President said, ‘Get the word out that the deal is off unless
she’s on the plane.”

I was stunned, first, that the moderator hadn’t picked up on what was
being said and had not asked the obvious question: ‘‘What deal?’” Second,
I suddenly realized that the same man, Richard Allen, who had met, in the
last two weeks before the 1980 election, with an Iranian claiming to
represent the Khomeini regime offering an arms-for-hostages deal, *‘hap-
pened’’ to be the friend of the husband of the one hostage Iran had held
behind. He also “‘happened’’ to be the person who had informed President
Reagan of the all-too-perfectly-timed release of the plane carrying the
other fifty-two hostages to freedom.

If there had been a deal—if Allen or someone else in the Reagan-Bush
campaign had said ‘‘yes’’ to Khomeini, maybe not at that first Washing-
ton, D.C., meeting, but at a later one with ‘‘the right Iranians’’—it would
make sense of everything. President Carter claimed that the Algiers Ac-
cord, the formal agreement between Iran and the United States that ended
the hostage crisis which was signed in late January 1981 just before he left
office, contained no promise of U.S. arms. But at the time of the accord,
Iraq had just begun its war with Iran, and the Ayatollah’s army was in
desperate need of U.S.-made arms and spare parts for its military equip-
ment, which was almost 100-percent U.S. made: U.S.-made weapons
needed U.S.-made spare parts. One would not expect the wily Iranians,
known to be some of the shrewdest bargainers on earth and desperate for
arms, to settle for billions of dollars less of their money than President
Carter had frozen when the hostages were taken (which they did) without
extracting a secret promise for at least that dollar difference in weapons.
One would also expect these canny negotiators to hold something back as
“‘collateral’” against President Reagan’s coming through with his end of
the bargain after the inauguration and after the hostages were released.
Otherwise, the Iranians would have no guarantee that the new President
would keep his word. And here was Richard Allen, Reagan’s first national
security adviser, admitting on national television that the President had
referred to “*a deal’’ on his first full day in office.

Something important was going on that first day in the White House—
January 21, 1981—the day that Richard Allen later said Reagan told him
to tell the Iranians ‘‘the deal was off’’ unless Mrs. Dwyer was released in
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Iran. I knew that Allen, the new national security adviser, was scheduled
to meet with the National Security Council and other top advisers that day
to discuss two major agenda items: Libya and Iran . . . and that Manucher
Gorbanifar, the man later at the center of the Iran/Contra scandal and
Iran’s number-one arms buyer in Europe, was also on the agenda.’

Why the need to focus on Iran so soon if, as the public had been led to
believe, there was nothing more to be discussed on the hostage question? As
far as the public knew, the fifty-two hostages were safely home, and Iran
had received its unfrozen assets, as agreed to by President Carter under the
Algiers Accord, signed shortly before he left office.

In Caveat, President Reagan’s first secretary of state, Alexander Haig,
writes that on that same day, January 21, 1981, some of President Reagan’s
top advisers argued that *‘Carter’s agreement’’ [author’s emphasis added]
with Iran on the hostage release should not be kept, and that he, Haig, was
“horrified’” at the suggestion and argued strongly against it. In his book,
he also said that William Casey, Reagan’s new CIA director, and Richard
Allen, the new national security adviser, were the two other top officials
who found the idea of not keeping ‘‘President Carter’s’’ agreement with
Iran ‘‘unthinkable. **

What ‘‘Carter agreement’’ could they have been referring to? By Janu-
ary 21, 1981, as far as the media and the public knew, Iran had already
received that part of its unfrozen assets it had agreed to accept under the
Algiers Accord and had agreed to put the rest in escrow accounts to await
future court decisions, which could be expected to take a long time. So
what ‘‘Carter agreement’’ could Casey, Haig, and Allen have been refer-
ring to?

The first possibility for a ‘“‘Carter agreement’’ is President Carter’s
public announcement only a few days before the election that the United
States would be willing to allow Iran to receive some $250 million in U.S.
arms and spare parts that it had already paid for under the Shah upon the
safe release of the hostages. But this was not a formal offer and would
certainly not have bound the incoming administration.”

A second possibility for a ‘‘Carter agreement’’ could have been an
early ‘‘scenario,” as it was called, signed in January 1980 by President
Carter and then President of Iran Abolhassan Bani Sadr. This ‘‘scenario’™
outlined a proposed process for releasing the fifty-two hostages. One of its
conditions involved a U.S. agreement to unblock $400 million in U.S.
arms and spare parts belonging to Iran—of which the $240 million referred
to above were part—which President Carter had frozen in the pipeline
when the hostages were first taken. However, that proposal fell through as
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a result of disagreements among President Carter’s advisers, and no spare
parts were delivered to Iran while President Bani Sadr was still head of
state.® As he remained in office until late June 1981, well into the
Reagan-Bush Administration, it is highly improbable, if not impossible,
that this early “‘scenario’” could have been what Haig, Casey, and Allen
referred to as ‘‘Carter’s agreement.”’

As a third possibility, it is conceivable that there was a secret part to the
Algiers Accord signed by President Carter. Was it possible that he, and not
the Reagan-Bush campaign, had made a secret promise of arms and spare
parts to the Khomeini regime—an agreement that was not part of the
publicly acknowledged accords? If this were true, such a secret agreement
to return, grant, or sell U.S. arms to Iran under the next administration,
whoever won the election, would have to have been negotiated, at least in
part, by one of President Carter’s own officials. The Foreign Broadcast
Information Service reported in mid-October 1980, a few weeks before the
election, that President Carter’s CIA had set aside $160 million for *‘rec-
onciliation’” with Iran within the context of the arms it needed for its war
with Iraq.” Could the ‘‘Carter agreement’’ Haig referred to have had
something to do with this $160 million fund? If so, one thing was certain.
A Carter official closely connected with the CIA would have to have been
involved in the negotiations.

One man in President Carter’s White House fit that bill—someone who
would shortly become Vice-President Bush’s national security adviser. He
not only had intimate knowledge of the Middle East,® but was the CIA’s
liaison to President Carter’s National Security Council. His name was
Donald Gregg.

But what if President Carter didn’t win the election? Such a top CIA
official, whether Donald Gregg or someone else, couldn’t have been
certain before the election that President Carter would win. Therefore, if
Carter did make a secret arms agreement with Iran, how would he have
been able to guarantee the Iranians that Reagan and Bush, should zkey win,
would abide by a ‘‘Carter agreement’’? The answer would be for some-
one high up, very high up, in a potential future Reagan-Bush Administra-
tion to also attend the negotiations and to convince the Iranians that he,
too, would live up to such an agreement. The Iranians would likely
demand that such a top official from the Reagan-Bush campaign be able to
speak on behalf of a future Reagan Central Intelligence Agency. Again,
there was one man who fit the bill: William Casey. Casey was the top
Reagan-Bush campaign official, the campaign manager, and there was
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little question, for those in the know, that he was in line to become
Reagan’s CIA director.’

Given these facts, it should not be surprising that a number of sources
claim that precisely these two men—William Casey, representing the
Reagan-Bush campaign, and Donald Gregg, representing the CIA and
nominally the Carter Administration, attended a secret meeting in Paris,
France, on October 19 and/or 20, 1980, only two weeks before the
election, with Iranian arms procurement officials to finalize just such a
secret arms-for-hostages agreement. For details of these claims and an
assessment of their credibility, see Chapter II.

If this information is correct—if a meeting between Casey, Gregg, and
the Iranians did occur—whether in Paris on October 19/20 or anywhere
else before the election—why would President Carter have agreed to a
secret arrangement that would result in the release of the hostages in such a
way that he would receive none of the credit? Surely, if he was knowl-
edgeable of such a meeting at all, he would only have agreed to release
arms to the Iranians on the understanding that the hostages would be
delivered to him. In other words, why would President Carter, after all his
efforts to reach an early resolution of the hostage crisis, have agreed before
the election to a release of the hostages to Reagan and Bush, almost
certainly ensuring his own defeat?

The answer, of course, unless he is a saint, is that he did not. President
Carter, in fact, has made it clear that he did not expect the hostages to be
released when they were: immediately after he left office. In an interview
on the nationwide Michael Jackson radio show on September 2, 1988, he
implied that he expected the hostages to be released to him, before Reagan
took the oath of office: ‘‘I thought it was strange, two things. One, that all
of the hostages were in an airplane in the airport in Tehran about 10
o’clock the morning of my going out of office, on Reagan’s inauguration,
and the Ayatollah deliberately held them there until a few minutes after 12
o’clock. And they actually took off and cleared while the inauguration
ceremony was still in progress. That seemed very strange to me. And
second, now it lately has been revealed that for a good portion of the last
eight years we [the U.S., i.e. Reagan-Bush Administration] have either
directly or indirectly been delivering weapons to the Ayatollah. That’s
another strange—maybe—coincidence.’’

Clearly, if President Carter did authorize Donald Gregg, or anyone else,
to meet secretly with the Iranians before the election, it was not to agree to
a hostage release to Reagan and Bush. And, if he was himself knowledge-
able of a ‘‘Carter agreement’’ on arms for Iran, as Alexander Haig inti-
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mates in Caveat, it would surely have been on the understanding that the
hostages would be released not to them, but to him.

If President Carter’s National Security Council-CIA liaison, Donald
Gregg, did negotiate a secret ‘‘Carter agreement’’ for arms with Iran, it is
also clear that President Carter was not aware that a Reagan-Bush cam-
paign official or officials were involved.

In an interview on the nationwide Larry King radio program, on June
15, 1988, President Carter revealed that he had been aware of efforts
purely on the part of the Reagan-Bush campaign before the election to hold
up release of the hostages so that he would not win the election: *‘There
were reports made to me before the [1980] election that this was going
on. That the hostages would not be released [to me] and that weapon sales
would be restored to Iran, either directly or through the Israelis.”” Richard
Brenneke, who claims to have been at the October 20, 1980, meeting in
Paris with William Casey, Donald Gregg, and Iranian officials, confirmed
that he had been told that President Carter was not aware of Gregg’s
presence at the negotiations.

The ‘‘Carter agreement’’ referred to by Alexander Haig could not have
been a secret part of the Algiers Accord, which formally settled the
hostage crisis. Captain Gary Sick, who was President Carter’s Iran expert
on the National Security Council throughout the hostage crisis, emphati-
cally denies that there was any secret codicil to the Algiers Accord.'® In
any case, the Algiers Accord makes no mention of arms. Sick, in fact,
points out that President Carter’s only actual offer of arms and spare parts
to the Iranians—a presidential message of October 11, 1980, offering $150
million in U.S. weapons upon safe release of the hostages—was received
but never acknowledged by the Iranians. Sick considers this official si-
lence to be one of the great mysteries of the entire hostage crisis. And
though President Carter’s $150 million offer is close to the amount of the
secret CIA ‘‘reconciliation’’ fund for Iran, $160 million, he clearly could
not, and would not, have made an agreement based upon an offer that the
[ranians never even acknowledged having received. Besides, Carter’s CIA
was reported to have discussed the $160 million CIA ‘‘reconciliation’
fund within the context of a hostage release before, not after, the election. d
On October 11, 1980, the Foreign Broadcast Information Service noted
that the Kuwaiti paper Al-Qabas reported that the head of Khomeini’s
secret police (SAVAMA), General Hoseyn Fardust, had recently met with
CIA officials in Washington, D.C., to discuss a plan to release the
hostages before the November 4, 1980, election; and that Fardust’s U.S.
visit was with Khomeini’s knowledge and in the clear context of Iran’s
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need for U.S. arms and spare parts.'? When the hostages were not released
before the election, any understanding reached between the Carter CIA and
Fardust would have become moot.

Another possibility for what Haig, Casey, and Allen referred to as
‘“‘Carter’s agreement’’ could have been a response to Iran’s request to
Israel for U.S. arms and spare parts made only a little over a month before
the election. The Khomeini regime did, in fact, approach then Israeli Prime
Minister Menachem Begin immediately after the beginning of the Iran-Iraq
war, which started September 22, 1980, with a request for some $200
million worth of U.S. military equipment.'® Iran, 95 percent of whose
arms were U.S.-made, had only five to ten days of spare parts in its arsenal
when the war broke out and had nowhere to turn but to Israel because of
Carter’s arms embargo. Shortly after Khomeini’s request, on September 29,
1980, Deputy Israeli Defense Minister Tzipori announced that Israel would
be prepared to help Iran with arms.'* Israel responded to Khomeini’s
request in October 1980 by immediately shipping 250 spare tires for Iran’s
U.S.-made F-4 Phantom jets, worth $300,000, without obtaining prior
authorization from the United States, as required by law.'> In mid-October,
Begin sent President Carter a cable informing him, after the fact, that a
planeload of U.S. military equipment had already been sent to Iran, and
requesting permission for additional shipments. The letter read, ‘“Two
weeks ago we were approached by Iran, for [U.S.-made] military equip-
ment and spare parts in particular. As friends of the U.S., we believe that
the common interest of the free world lies in the support of the present
regime in Iran. We agreed to the request and one plane has already left for
its destination. We ask your approval for another delivery.’’'® An unnamed
State Department official recalled Begin’s approach to The New York
Times, ‘‘“We [the U.S.] felt it would not be a good idea to add the Israelis
to an already complex mix and told them to please hold off while we were
going about our business to free the hostages . . . [ think they did go ahead
with one shipment. They asked us almost after the fact, when they were
down the line and were right in the middle of the thing.’’ President Carter
did not use such diplomatic language when he received Begin’s message.
He was furious with the Israeli prime minister for interfering with his
attempts to negotiate a hostage settlement with Iran, and he immediately
ordered Secretary of State Muskie to ask Begin to stop until the hostages
were freed.!” Though Prime Minister Begin officially agreed to do so,
U.S. intelligence sources told Time that Israel continued to sell tank parts
and ammunition to Iran. In his memoirs, President Carter’s national secu-
rity adviser, Zbigniew Brzezinski, recalled the event: ‘‘We learned, much
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to our dismay, that the Israelis had been secretly supplying American spare
parts to the Iranians without much concern for the negative impact this was
having on our leverage with the Iranians on the hostage issue.’

It is possible, because the hostages were freed at Ronald Reagan’s
inauguration, that the *‘understanding’’ Israel had, that it could then restart
the halted U.S. arms deliveries to Iran, may have been construed by
Alexander Haig, Richard Allen, and William Casey as ‘‘Carter’s agree-
ment.”’ It was not, however, a formal agreement, nor, by the time the
hostages were finally released to President Reagan and not to President
Carter, was it ‘*Carter’s agreement’’ at all.

The most convincing evidence that President Carter made no formal
arms-for-hostages agreement with Iran is that he turned down a number of
such agreements actually offered to him. During the month of October
1980, the Carter Administration considered an arms-for-hostages offer by
Houshang Lavi, the same Iranian arms dealer who approached the Reagan-
Bush and John Anderson campaigns with a similar offer, but turned it
down. The reason the Carter Administration turned it down was because
Lavi, they eventually ascertained through a friendly embassy in Tehran,
did not represent then President of Iran Abolhassan Bani Sadr, with whom
Carter wanted to officially deal. However, by the end of October 1980 Mr.
Bani Sadr did not hold the power over the fate of the hostages. That rested
with his rivals, Hashemi Rafsanjani and Ayatollah Beheshti—the very men
who reportedly sent representatives to meet with William Casey, George
Bush, and Donald Gregg in Paris two weeks before the 1980 election. So.
clearly, if President Carter insisted on dealing with President Bani Sadr in
the Lavi matter, as he did, and as his NSC Iran expert and documents
firmly support, he would never have authorized Donald Gregg, or anyone
else, to reach a secret agreement with Bani Sadr’s rivals. If Donald Gregg
did attend the pre-election Paris meeting with William Casey and Bani
Sadr’s political enemies, it was therefore almost certainly without the
knowledge of the President.

Houshang Lavi’s arms-for-hostages offer was not the only one turned
down by the Carter Administration before the 1980 election. The Carter
Administration turned down yet another arms-for-hostages offer in October
1980 by a second arms dealer, Cyrus Hashemi.'® Hashemi, like Lavi also
reportedly met with Casey and Gregg in Paris and shipped U.S. arms to
Iran during both the transition period and the first ten months of the new
Reagan-Bush Administration while Casey looked the other way. Finally,
President Carter has stated many times. including on national television,
that he neither sent nor contemplated sending arms to Iran.



OCTOBER SURPRISE 145

There appears to be only one solution that makes sense of these facts
and reports, assuming that they are correct: that President Carter’s NSC-
CIA liaison, Donald Gregg, did negotiate a secret arms-for-hostages agree-
ment with the Iranians and William Casey of the Reagan-Bush campaign,
as has been reported, but did so, contrary to President Carter’s wishes,
with Bani Sadr’s rivals, not with Bani Sadr, and on the understanding that
the hostages would be released to Reagan and Bush, not to President
Carter. Then, once Reagan and Bush were inaugurated, Casey would
oversee the implementation of ‘‘Carter’s agreement’’ from the CIA, and
Gregg would shortly join the staff of Vice President Bush. Because their
agreement may have been based on the never-acknowledged October 11,
1980, Carter offer of $150 million in arms and/or the $160 million CIA
“‘reconciliation fund,’’ it could have been loosely referred to by Haig on
January 21, 1981, as *‘Carter’s agreement.’’ This would explain why those
very officials who would have been knowledgeable about the ‘‘turning’’ of
President Carter’s never-acknowledged arms-for-hostages offer against him—
Casey, Haig, and Allen—were the very Reagan-Bush officials who insisted
on Reagan’s first full day in office that not keeping ‘‘Carter’s agreement’’
with Iran would be ‘‘unthinkable.””

On the same day, January 21, 1981, that Richard Allen insisted that not
keeping ‘‘Carter’s agreement’’ with Iran would be ‘‘unthinkable,’” Reagan
ordered Allen to tell Iran ‘‘the deal’’ was off unless the spouse of Allen’s
friend, then still held hostage, was freed in Tehran. I believe that history
will show that the ‘‘Carter agreement,”” which Casey, Allen, and Haig
referred to that same day, was ‘‘the deal.”’ It was probably based on a
combination of President Carter’s never-acknowledged and thus forgotten
arms offer to Iran and Israel’s self-serving ‘‘understanding’’ that it could
resume U.S. arms shipments to the Khomeini regime once the hostages
were freed. But it had long since become twisted from anything President
Carter had had in mind, if he had knowledge of ‘‘his’’ agreement at all.

Whatever the agreement behind President Reagan’s threat to call off
“‘the deal’’ with Iran on his first full day in office, both the Congressional
Iran/Contra Committees and Iran/Contra special prosecutor Lawrence Walsh
probably know what it is and have covered it up. Both requested White
House records, including tape recordings of White House telephone con-
versations, dating back to Reagan’s first day in office!>—that is, to the
very day that the President ordered Richard Allen to call Iran to tell them
““the deal’’ was off unless Allen’s friend’s wife was released from prison
in Tehran. White House spokesman Larry Speaks said that the administra-
tion would make any such taped records available to the investigators and
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acknowledged that some presidentially initiated telephone calls to heads of
state had been recorded using a ‘‘patching system’’ to the White House
basement situation room.?® White House counsel Arthur Culvahouse, Jr.,
told the Washington Post that the Administration was complying with
these requests from the Congressional Iran/Contra Committees and the
special prosecutor for all relevant audio recordings dating back to President
Reagan’s first day in office.?! This was the last that the public heard of
requests for evidence linking the President’s arms-for-hostages deals to
events in 1980 or 1981. Despite their requests, both the Iran/Contra
Committees and special prosecutor Walsh then focused only on events
dating back to 1984: The Committee limited itself to revelations from 1984
forward, and the special prosecutor was restricted by formal mandate to
bring criminal charges based only on actions and events dating back to
1984. That mandate had been drafted by the man who would know, more
than any other, the true origins of the President’s arms-for-hostages negoti-
ations with the Khomeini regime: Attorney General Edwin Meese, Richard
Allen’s boss in the 1980 Reagan-Bush campaign.

To this day, [ believe that the ray of light, which shone down on Ronald
Reagan as he began his inaugural address that cold, wintry day in January
1981, was a genuine act of God. But the release of the hostages only
moments before, as he completed his oath of office, was almost certainly
an act, not of God, but of the ‘‘Party of God’’ and of his own.



Vi

THE SMOKING GUNS

“During the course of our secret discussions,
| authorized the transfer of small amounts of defensive weapons
and spare parts for defensive systems to Iran. . .
These modest deliveries, taken together,
could easily fit into a single cargo plane.”

President Ronald Reagan,
November 13, 1986

3

Many covert operations, by their very nature, are lies. Even the ‘‘revela-
tions’” of the Iran/Contra affair were part of a covert operation on a vast
scale.

The ““Big Lie’’ of the Iran/Contra scandal was the general impression
left with the public that Israeli shipments of U.S. arms to Iran did not
begin until 1985, and then only reluctantly in an attempt to get Americans
who were first taken hostage in 1984 out of Lebanon. The Senate Intelli-
gence Committee, the Tower Commission, and the Iran/Contra special
prosecutor’s investigation therefore focused only on events from 1984
forward. This arbitrary time limit on where they looked for an explanation
of the origins of U.S. arms deliveries to Iran, whether self-imposed or by
outside mandate, was justified on the grounds that the alleged ‘‘Contra
diversions’’ didn’t take place until Reagan’s second term. The real purpose
of these 1984-forward limitations, in fact, was to divert attention away
from reports that massive quantities of U.S. arms and spare parts had been
being shipped to Iran from the United States and Europe, as well as from
Israel, beginning almost immediately after Mr. Reagan and Mr. Bush
gained the White House, in 1981. Had the Iran/Contra Committees or the
special prosecutor been allowed to consider these earlier shipments, they
would not have been able to avoid asking the smoking question: Why were
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U.S. arms being shipped to Iran in 1981 and 1982 when there were no
U.S. hostages either in Tehran or in Lebanon?

From the moment of President Carter’s defeat on November 4, 1980,
the Iran desk at the CIA considered President-elect Reagan and Vice-
President-elect Bush to be the new chief executives of the United States.'
According to Mansur Rafizadeh, the former U.S. chief of the Shah of Iran’s
secret police (SAVAK), after the election, the CIA immediately persuaded
Sadegh Ghotbzadeh, Khomeini’s foreign minister at the time, to obtain a
promise from Khomeini to further delay the release of the fifty-two
hostages until Ronald Reagan’s inauguration.’ Rafizadeh explains, not
without humor, that Khomeini had agreed before the election to release the
hostages to Reagan and Bush and not to Carter, but had incorrectly
assumed that President Carter would either be killed or imprisoned the
moment he was defeated at the polls, as probably would have been the
case in Iran. Thus the need for Ghotbzadeh’s active intervention to get
Khomeini to agree to further delay the release of the American hostages
until Reagan’s inauguration.® President Carter’s Iran expert at the National
Security Council throughout the hostage crisis, Captain Gary Sick, con-
firms that the Iranians were genuinely surprised to learn that Ronald
Reagan would not take office on November 5, 1980, the day after the
presidential election. There was, of course, a price for the additional
delay—arms and intelligence, which the Khomeini regime desperately
needed to fight its wars against both Iraq and its political opposition at
home and abroad.

As we have already seen, U.S. arms began flowing to Iran not in late
1985, but immediately after the 1980 presidential election, during the
transition period between November 4, 1980, and the inauguration on
January 20, 1981. Chapter IV sets forth what is known of U.S. arms and
spare parts deliveries to Iran by lsrael, Israeli-linked arms dealers, and
U.S.-based arms suppliers during this three-month period before Presi-
dent Reagan’s inauguration. The present and following chapters take up
where Chapter IV leaves off, addressing what is known of U.S. arms
deliveries to Iran once Ronald Reagan, George Bush, and William Casey
took office in January 198].

The second ‘‘Big Lie’’ of revelations in the Iran/Contra scandal was the
general impression left with the public that the United States had, against
its better judgement, shipped a scant $30 million worth of U.S. arms to the
Khomeini regime—only enough to ‘‘fit into a single cargo plane.”” That is
not even close to the actual dollar amount, which was not millions, but
billions.
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When the Shah was forced to flee his country in 1978, almost 100
percent of Iran’s military equipment was American-made. The planes and
arms Khomeini inherited, therefore, had to have American-made spare
parts to keep them in working order. When Iraq invaded Iran in late
September 1980, a little over a month before the 1980 U.S. presidential
election, Iran had ‘‘only five to ten days [worth of military] supplies™
according to the Commander-in-Chief of the country’s armed forces at the
time, Abolhassan Bani Sadr.* By the time Reagan had won the election,
Iran was therefore in desperate need of U.S.-made spare parts to fight its
burgeoning war with Iraq, which had just started on September 22, 1980.

There is no question that Iran received billions of dollars worth of U.S.
military equipment long before the relatively minor deliveries of U.S.
TOW and HAWK missiles, which became one of the main focuses of the
Iran/Contra scandal. Mr. Bani Sadr, who was President of the Islamic
Republic of Iran from January 1980 until June 1981, answered the ques-
tion of whether there were any ‘‘smoking guns’’ best when he said: ‘“‘Iran
fought the war with Iraq for eight years with American arms. What else do
you need?’’> Precisely how many billions of dollars worth of American-
made arms Iran received over the seven-and-one-half years of the Iran-Iraq
War, which virtually coincided with the eight years of the Reagan-Bush
Administration, varies somewhat depending on the source. All reliable
sources agree, however, that the volume was not only magnitudes greater,
but began years earlier than the Reagan-Bush Administration led the
American public and the Congress to believe.

The New York Times reported that Iran purchased over $9 billion in
U.S. and Western European arms between 1981 and 1988, and that
European NATO countries accounted for only about 20 percent of that
total .® This leaves over $7 billion in military equipment which had to have
come from the U.S., either directly or through Israel and other ‘‘third
countries.”’ The New York Times also estimated that Iran received some
$313 million in military equipment from nine nations, including the United
States, prior to 1983—that is, three years before the so-called “‘first’” U.S.
arms shipment to Iran of late 1985 acknowledged by the Reagan-Bush
White House. President Reagan’s CIA director William Casey himself told
Time magazine that Iran annually purchased between $3 and $4 billion in
arms.” A quick accounting based on the first New York Times report cited
above reveals that one-third to one-fourth of $3-$4 billion in arms, or
about $1 billion a year, went to Iran from the U.S. and/or its client state,
Israel. Business Week reported that Iran had received $30 billion in arms
since the beginning of the Iran-Iraq War, of which Israeli deliveries
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accounted for some 20 percent of the total, or at least $6 billion.® This
$6-$7 billion figure for Israel’s arms traffic with the Khomeini regime
tallies with that of the other reports, and as we shall see, many of these
Israeli deliveries were of U.S.-made, not Israeli-made, arms and spare
parts.

A quick look at the trade figures for Iran and the United States from
1979 to 1986 shows that in one year only, 1981, the first year of the
Reagan-Bush Administration, Iran received a large boost in exports from
the United States.'® In that year alone the U.S. shipped Iran $300 million
in U.S.-made products. These figures do not reflect what percentage of
that $300 million is represented by arms.

Trade Deficit with Iran
1979-1986
$4.97 billion dollars

(numbers below are in millions of dollars)
1979 1980 1981 1982 1983 1984 1985 1986
Imports $2784 339 64 585 1130 700 725 569
Exports $1021 23 300 122 190 162 74 34

Deficit -$1763 - 316 -463 940 538 -651 535
Surplus +236

Total Deficit $4,970 million = $4.97 billion

The Secretary-General of the World Association of Jews from Islamic
Countries (WAIJIC) has stated that early on the Reagan-Bush Administra-
tion promised Iran $5 billion in military equipment and financing for its
war with Iraq.” This same $5 billion figure comes up again in reports of
Robert McFarlane’s late May 1986 mission with Oliver North to Tehran—
the now-famous trip with the cake. The Greek Newspaper Dimikratikos
Logos reported that a tape-recording of Mr. McFarlane’s negotiations with
Iran during that trip reveals that he reminded Iranian officials that they had
already received $1.3 billion in U.S. arms from a total commitment of $5
billion.'® The Israeli on that mission, a man who would therefore know
about the $5 billion promise and who had personally briefed Vice-President
Bush during Bush’s trip to Israel on July 29, 1986,'' Amiram Nir, died
under questionable circumstances in a plane crash in Mexico on November
30, 1988, not long after telling Bob Woodward of the Washington Post
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that he intended to go public in the future with what he knew about the
mission.'? Nir told Woodward that *‘less than half’” of the truth about Mr.
McFarlane’s May 1986 trip to Tehran and U.S.-Israeli arms transactions
with the Khomeini regime was yet publicly known.'® According to Time
magazine, $5 billion happens also to be the value of U.S. military equip-
ment that the Shah of Iran had ordered before his fall from power. Finally,
a $5-$6 billion figure is also the amount of still-frozen assets that Iran, as
of October 1988, claims that it is owed by the United States.'*

Having established that U.S. arms shipments to Iran over the eight years
of the Reagan-Bush Administrations were worth not millions but billions
of dollars, we will now turn to what is known of U.S. government
involvement in arms deliveries to Iran beginning in 1981. In this chapter,
we will first review reports of 1981 arms deals involving participants at the
alleged pre-election meetings between Iranian officials and Reagan-Bush
campaign representatives in October 1980. We will then look at reports of
early Israeli deliveries of U.S. military equipment to Iran. Chapters VII
and VIII then detail what is known about U.S. government involvement
in massive diversions of American and other Western arms to Iran through-
out the period of the 1980’s, again long before the so-called ‘‘first”” U.S.
arms deliveries to the Khomeini regime of late 1985.

U.S. ARMS DELIVERIES TO IRAN IN 1981-82 WHICH MAY HAVE
RESULTED FROM PRE-1980-ELECTION MEETINGS BETWEEN REAGAN-
BUSH CAMPAIGN REPRESENTATIVES AND IRANIAN OFFICIALS

Cyrus Hashemi

According to Oregon businessman and sometimes arms dealer Richard
Brenneke, who became a key source for some of the most startling
revelations in the Iran/Contra affair, Cyrus Hashemi attended an October
20, 1980, meeting in Paris, France, with Brenneke, Reagan-Bush cam-
paign manager William Casey, Carter CIA-NSC liaison Donald Gregg,
Iran’s chief European arms buyer Manucher Gorbanifar, Iranian offi-
cials representing President Bani Sadr’s rivals Hashemi Rafsanjani and the
Ayatollah Beheshti,'” and for part of the time, Iranian arms dealer Houshang
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Lavi. According to Brenneke, the purpose of the pre-election meeting was
to finalize arrangements for U.S. arms shipments to the Khomeini regime
based on the clear understanding that Iran would not release the hostages
until Ronald Reagan was inaugurated as President. Though there is as yet
no concrete proof that this meeting took place as Brenneke alleges, one of
the reported participants, Cyrus Hashemi, did begin arrangements to ship
U.S. arms to Iran immediately after Reagan’s election victory. The FBI
reportedly taped his telephone conversations from November 1980 through
January 1981, which show that he and his brothers Reza and Djamshid
were arranging U.S. arms deliveries to lran during that transition period
between the election and Reagan’s inauguration.'® Hashemi then went on
to ship U.S. arms to Iran throughout the first ten months of the new
Reagan-Bush Administration, later claiming, shortly before his untimely
death in 1986 just before the Iran/Contra scandal broke, that his early
deliveries were necessary to get the original fifty-two hostages released on
Reagan’s inauguration day.'” After Reagan and Bush gained office, Wil-
liam Casey’s CIA was aware of Hashemi’s 1981 shipments and did
nothing to stop them.

Richard Brenneke

Richard Brenneke, who says that he was at the same October 20, 1980,
meeting in Paris attended by Cyrus Hashemi, Gorbanifar, Casey, Gregg,
Lavi, and Iranian officials likewise claims to have flown U.S. arms to Iran
in 1981.%° He claims that William Casey and the CIA, among others,
worked with a London company called Jericho International in 1981 and
1982 to arrange for U.S. arms deliveries to Iran, and that a CIA operative
directed much of this early U.S. weapons traffic out of the U.S. embassy
in London.?!

The author obtained a partial record of Mr. Brenneke’s flights covering
this early period, which he had provided to a former U.S. Customs agent.
These records, if accurate, show a trip from Bandar Abbas, Iran, to
Ankara on October 10-11, 1981; and a trip from Lyon, France, to Tehran
in March of 1982. (Cyrus Hashemi also claimed to have arranged U.S.
arms deliveries to Iran in 1982.%?) Mr. Brenneke’s partial flight logs also
show that he made numerous round trips between Nice, France, and Iran
in 1980, before the 1980 election. Mr. Brenneke told a reporter for a major
news weekly in 1988 that he also flew arms to Iran from a Czechoslova-
kian arms company named Omnipol before the 1980 election, to benefit
the Reagan-Bush campaign. Former U.S. Customs special agents Gary
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Howard and Ron Tucker have uncovered information that international
arms dealer lan Smalley, known as ‘‘Dr. Doom,”’ was shipping tank
engines to Iran through Nice, France, during the same period that Brenneke’s
1980 flight logs show Nice-Iran deliveries. (See ‘‘Dr. Doom Gets Off,”
below.)

In an interview with Oklahoma City radio journalist Jerry Bohnen of
October 6, 1988, Mr. Brenneke stated that for a period of approximately a
year and a half beginning in March 1981, he flew 707’s and DC-8’s with
cargoes of U.S. arms to Iran. He claims that he was brought into the
operation by French arms dealer Bernard Veillot and piloted some dozen
flights in the early 1980’s, mostly from France. His flights to Tehran and
Bandar Abbas, Iran, Brenneke told Bohnen, included stop-offs in Nice,
Ankara, or Cyprus. He said he was aware that his cargo was arms, which
included shoulder-fired missiles, rifles, ammunition, aircraft tires, and
military spare parts. The arms were usually pre-loaded in France, though
Mr. Brenneke said that he sometimes stopped in Nice, Turkey, or Ger-
many to pick up weapons. His co-pilots, whom he knew only on a
first-name basis, were selected by the CIA. He says that he sometimes
flew with Harry Rupp, the pilot who claims to have flown Reagan-Bush
campaign manager William Casey to Paris in October 1980, and with
Frenchman Bernard Veillot.

Brenneke’s interview with Bohnen leaves no doubt that he understood
that his 1981 arms deliveries to Iran were in exchange for the release of the
fifty-two U.S. hostages on January 20, 1981, the day of Ronald Reagan’s
inauguration as President:

Bohnen: ‘‘Were you ever told during the course of these flights you
were making . . . how high up in the [Reagan-Bush] Administration
they were aware of this?”’

Brenneke: *‘. . . Bill Casey, who was a cabinet member by that time,
certainly was aware of it. He’d been sitting in Paris [allegedly on
October 20, 1980] talking about it.”’

Brenneke declined to comment when asked whether any of his arms
flights originated at U.S. military bases in Europe, whether he was assisted
by the U.S. military in any way, or if any of his deliveries were under-
taken on behalf of a country other than the United States, specifically
Israel.

In an earlier interview with the author, Mr. Brenneke added that he was
not the only pilot flying U.S. arms to Iran as a result of negotiations at the
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alleged pre-election meetings between Reagan-Bush campaign officials,
Reagan-Bush sympathizers in the CIA, and Iranian representatives. He
stated that some of the planes making arms deliveries flew Paris-Istanbul-
Tehran as well as Paris-Tehran or Nice-Tehran routes.

Mr. Brenneke claims that one of the arms companies reflected in early
invoices covering U.S. arms deliveries to Iran, made available to the
author by the former President of Iran, Abolhassan Bani Sadr—Kendall
Holding, Ltd.—is related to one of the companies with which he himself
did business: Kendall International Arms Company of Kentucky. Intrigu-
ingly, a knowledgeable source told a major news weekly that Richard
Brenneke and Houshang Lavi ‘‘talked constantly’” with one another in the
mid-1980’s, which means that they may have known and worked with one
another earlier.?® Lavi is the alleged Khomeini emissary who offered an
arms-for-hostages deal to Reagan-Bush campaign foreign policy adviser
Richard Allen, Allen’s aide Laurence Silberman, and then aide to Senator
John Tower, Robert McFarlane, in Washington, D.C., a month before the
1980 presidential election, and, according to one report, attended at least
part of the October 20, 1980 Paris meeting with William Casey, Mr.
Brenneke, and Iranian officials.

Manucher Gorbanifar

According to Richard Brenneke and Mr. Bani Sadr, who is now in exile
near Paris,** Iran/Contra middleman Manucher Gorbanifar was one of the
participants at the alleged Paris meetings of October 19-20, 1980, with
Reagan-Bush campaign manager William Casey. (Houshang Lavi also
claims to have met with Gorbanifar and Cyrus Hashemi in Paris at the
Raphael Hotel on either October 19 or 20, 1980.) A former officer in the
Shah’s secret police, SAVAK, and then the head of Iran’s arms-buying
and intelligence operations in Europe ?° who worked directly with the
office of Iran’s Prime Minister Mir Hossein Mousavi, Gorbanifar wasted
no time in arranging for U.S. arms deliveries to Iran once Reagan had won
the election. On November 30, 1980, less than three weeks after the vote,
Gorbanifar, whom CIA Director of Operations Claire George, Oliver
North, and Iranian sources all claimed was an agent for Israel,*® reportedly
worked with Israeli arms dealer Yaacov Nimrodi to arrange for the deliv-
ery of U.S. Lance missiles (which can be made nuclear-capable) and
Copperhead anti-tank missiles to the Khomeini regime.”” Nimrodi was
Gorbanifar’s chief Israeli contact.”® After being contacted by the CIA in
London, ** Gorbanifar went on to facilitate further U.S. arms deliveries to
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Iran in 1981.%° Gorbanifar later became a central figure in the Reagan-
Bush Administration’s secret U.S. arms shipments to Iran in late 1985 and
1986.

Houshang Lavi

Jewish-Iranian arms dealer, Houshang Lavi, claims that he was the ‘‘Iranian
emissary’’ who proposed an arms-for-hostages deal to then Reagan-Bush
foreign policy adviser Richard Allen, Allen’s assistant Laurence Silberman,
and then aide to Senator John Tower Robert McFarlane at the L’Enfant
Plaza hotel in Washington, D.C., on October 2, 1980.%' Until Hashemi’s
death in July 1986, Lavi had also been an associate of Iranian arms dealer
Cyrus Hashemi who had reportedly attended the alleged October 20, 1980,
meeting in Paris with William Casey. Lavi himself now admits to having
met with Hashemi and Gorbanifar in Paris on October 19 or 20, 1980 at
the Raphael Hotel (which Brenneke claims included his meeting with
Casey of October 20). Mitchell Rogovin, Lavi’s personal attorney at the
time of the earlier L’Enfant Plaza meeting, was a neighbor of Richard
Allen’s campaign associate Laurence Silberman.?? Rogovin was also, Lavi
says, ‘‘very close to [George] Bush.’’** Lavi claims to have placed numer-
ous calls to James Baker, Bush’s top campaign aide, a number of times
prior to the 1980 election, including one just before his meeting with
Allen, Silberman, and McFarlane on October 2, 1980, in Washington,
D.C. Lavi’s note of the L’Enfant Plaza meeting refers to this call to Mr.
Baker.

In the early 1980’s, after getting a go-ahead from Israeli Prime Minister
Menachem Begin, Houshang Lavi claims to have worked with a Belgian-
based arms company, Asco, one of whose directors had been a colonel in
Israel’s intelligence service, Mossad, to supply Iran with U.S. -made
HAWK anti-aircraft missile parts, tank parts, night vision equipment,
rifles, and other arms.* He claims that the total dollar value of arms, ‘‘all
of them made in the U.S.,”" shipped by Asco and others associated with
Asco to Iran in the 1980’s ‘*amounts to billions.”’*> According to Richard
Brenneke, some of the $40 million dollars made available for arms dis-
cussed at the October 20, 1980 Paris meeting had been deposited in
Banque Lambert in Brussels, Belgium.

In April 1981, the same month that top Iranian official and Khomeini’s
former hostage negotiator Sadegh Tabatabai signed a $200 million arms
deal with Israel,*® Western Dynamics, Inc., a company owned by Houshang
Lavi’s brothers, closed a $11.2 million deal with Iran for F-14 fighter jet
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fuses.*” In October 1981, the same company signed a second contract with
the Iranian air force for over $4 million worth of F-14 parts—some of the
same equipment Houshang Lavi had proposed exchanging for the fifty-two
hostages at his meeting with Reagan-Bush campaign officials and Mr.
McFarlane a month before the 1980 election. In these deals, the Lavi
brothers’ agent was Ahmad Tabatabai, who, according to Houshang Lavi,
is a relative of Sadegh Tabatabai, Khomeini’s chosen hostage negotiator in
1980.%° When then President of Iran Abolhassan Bani Sadr discovered that
Sadegh Tabatabai had made arrangements to purchase U.S. military equip-
ment from Israel in April 1981, he called a meeting of his Defense Council
to protest the deals, to no avail.*® Three months later, after Mr. Bani Sadr
was forced to flee Iran, the arms from Tabatabai’s agreements began
arriving in Tehran.

In 1981, a Customs Service agent at the U.S. embassy in London
alerted the State Department to the Lavi brothers’ arrangements to ship
U.S. military equipment to Iran. Once the State Department received the
information, Customs was ordered to drop all investigations into the Lavis’
business dealings.*’

The Lavis may have been associated with Iran/Contra defendant Albert
Hakim, also reportedly an Iranian Jew. According to court records, the
Lavis may have served as foreign agents for Hakim’s Olin Corporation in
the 1970’s. According to a former employee of Hakim’s who corresponded
with the author in 1988, Albert Hakim worked in the 1970’s with Israel’s
intelligence service, Mossad, specializing in *‘fixing’” HAWK missile part
deals between the U.S. and Iran.*' The former President of Iran, Abolhassan
Bani Sadr, has reported that Hashemi Rafsanjani, the powerful speaker of
Iran’s Parliament, who reportedly sent a representative to the October
19-20, 1980, Paris meetings with Reagan-Bush campaign officials, used
“‘a Geneva company with ties to Iran’’ to arrange for U.S. arms deliveries
to Tehran in the early 1980’s. Hakim’s company maintained a corporate
office in Geneva.
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ISRAEL

Israel has a long-standing tradition of using sales and barters of military
equipment to maintain relations with nations who do not wish to establish
diplomatic ties with the Jewish state. Although the Ayatollah Khomeini
vowed from the beginning of the Iranian Revolution in February 1979 to
“‘eliminate’’ Israel, Israel nevertheless considered Iraq to be its greater
enemy. Israeli leaders therefore saw benefit in doing whatever was neces-
sary to keep Iran fighting with, and preoccupying, its historic adversary
Iraq. It was for this reason, as well as Iran’s strategic position, its great
economic potential, its history of economic cooperation with Israel under
the Shah, and its centuries of enmity with Israel’s other enemies in the
Arab world, that the Jewish state made the decision to maintain secret
relations with its non-Arab near-neighbor, Iran. The Jerusalem Post quoted
U.S. officials as stating that ‘“The link between the military establishments
and intelligence organizations of both countries [Israel and Iran] has
survived the fall of the Shah, with slight interruption caused by the chaos
of the Iranian revolution. It is a case of both nations holding their noses
and acting in their own self-interest.” ">

Chapter V reviewed reports that Israel has acknowledged having sent at
least one unauthorized shipment of military equipment to the Khomeini
regime in the month before the 1980 election, and that President Carter
ordered all deliveries stopped until the hostages were freed. When the
hostages were finally released the day of Reagan’s inauguration, Israel had
reason to want the shipments resumed. As a result of the Shah’s fall and
the ensuing Iranian revolution, she had lost an estimated $225 million in
annual military sales to the Persian state and was anxious to recoup her
losses. Once the hostages were freed, both the Israeli Parliament and the
Israeli defense ministry were eager to resume business-as-usual, though
underground, relations with Iran. On September 28, 1980, Israeli Knesset
member Yehuda Ben-Me’ir argued that Israel was a ‘‘natural source” for
military aid to Iran as the Israelis could supply the Khomeini regime with
sorely-needed U.S.-made spare parts and equipment. The next day, Sep-
tember 29, 1980, CBS news reported Israeli Deputy Defense Minister
Mordechai Tzipori’s statement that the Jewish state was prepared to help
Iran (with her recent military request), ‘‘if it changed its policy towards
Israel.”’** That *‘policy,”” in all probability, had to do with Iranian oil.

At the time of the siege of the U.S. embassy in Tehran, it has been
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reported that the Khomeini regime had agreed to a major oil-for-arms deal
with Israel. In exchange for U.S. and Israeli arms desperately needed to
wage the new war with Irag—especially anti-aircraft HAWK missiles and
anti-tank TOW missiles to counter Iraq’s superiority in planes and tanks—
Khomeini would provide Israel with a continuous flow of Iranian oil at
rock-bottom prices. Regardless of the reason or the method of payment,
there is no longer any question that Israel supplied U.S. arms and spare
parts, as well as its own, to Iran in 1981. Vice-President Bush, CIA
Director William Casey, and the U.S. State Department have all now
acknowledged these early arms shipments to the Khomeini regime.

Vice President Bush told the Tower Commission, which investigated
Iran/Contra allegations, that U.S. interests were ‘‘in the grip of the Israe-
lis,”” who, he said, had used the now-famous 1985-86 U.S. arms deliver-
ies to Iran to ‘‘cover’’ previous arms deliveries to the Khomeini regime
“‘going back to the early 1980’s.”’* This is no doubt true. An early invoice
from an Israeli-owned company, made available to the author by the
former President of Iran, Abolhassan Bani Sadr, includes an order for
U.S.-made Sidewinder missiles. On October 3, 1985, immediately after
the release in Lebanon of Reverend Benjamin Weir, Iranian middleman
Manucher Gorbanifar, who has been claimed by many to be an Israeli
agent, demanded these same Sidewinder missiles before Iran would con-
sider prevailing upon its friends in Lebanon to release any more U.S.
hostages.*® Israel could only have ‘‘covered’’ earlier missile deliveries to
Iran, as Vice President Bush alleged, however, if it had kept at least some
of the U.S. arms that the Reagan-Bush Administration approved for deliv-
ery in 1985 and 1986. If this in fact is what happened, it would explain
why planes flying U.S. arms to Iran in 1986 stopped off first in Tel Aviv,
and why the Iranians rejected a shipment of HAWK missiles as ‘‘out-
dated’’ in late 1985. Those spurned HAWKS were not only older models;
some reportedly bore the Israeli star of David. Obviously, there had been a
switch. They were not the HAWKS from U.S. stores expected by the
Iranians.

CIA Director William Casey himself confirmed U.S. arms dealings with
Iran in 1981, President Reagan’s first year in office. He told Bob Wood-
ward of the Washington Post, “‘In ’81, Israel was telling us to work with
the Israelis,”” and he revealed to an associate, Ray Furmark, that *‘The
U.S. supplied and permitted the supply of arms to Iran’’ long before
1985.%¢ Casey’s deputy CIA director Bobby Inman has also confirmed that
the Agency was aware of the U.S. arms shipments to Iran in 1981.%7 And
Duane ‘‘Dewey’’ Clarridge, another top deputy of CIA director Casey, told
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the Congressional Iran/Contra Committees that the ‘‘opening to Iran’’
through the Israelis began early, ‘‘probably going back to 81, certainly
’82, in the form of General Haig,”” who was then President Reagan’s
secretary of state.*® And a U.S. military source told the Wall Street
Journal that **This thing [i.e., U.S. arms sales to Iran under a conscious
policy of ‘‘plausible deniability’’] goes back to 1981. Shultz was involved,
[James] Baker knew, Weinberger knew, and Haig knew.”’

Senior Israeli officials, including then Israeli ambassador to the U.S.
Moshe Arens, insist that the Reagan-Bush Administration knew about and
had approved their 1981 U.S. arms shipments to Iran ‘‘at almost the
highest levels.”” U.S. Ambassador to Israel Samuel Lewis, who had
reportedly been informed of the deliveries by Israel’s defense ministry,
gave ‘‘no clear-cut veto’’ they maintained, and then Israeli defense minis-
ter Ariel Sharon said that the Reagan-Bush Administration was informed in
advance and in detail of Israel’s early U.S. arms shipments to Iran and did
not object. ‘‘We gave them the lists,”’ he said. ‘“They [the U.S. government]
knew exactly.””*” Israeli officials maintain that U.S. government approval
was given with the “‘implicit’’ understanding that Israel would be compen-
sated for its early weapons deliveries—that is, that it would either be
reimbursed for U.S. arms shipments to Iran or that its stores of American-
made arms would be replenished by the Reagan-Bush Administration.>® A
U.S. intelligence source has since confirmed to the Wall Street Journal
that “‘It was implicit that any time the Israelis sent anything . . . that they
would be compensated. If they sent their own stuff, it was understood that
we [the U.S. government] would replace it.”’

These claims are consistent with information provided by William Nor-
throp, a former Israeli intelligence agent who has flight logs, pro forma
invoices, manifest lists, and bank telexes documenting a series of U.S.
arms deliveries to Iran by Israel beginning in the spring of 1981, which he
claims were made with the full knowledge of U.S. Ambassador to Israel
Samuel Lewis. These shipments included $7 million in U.S. C-130 aircraft
spare parts delivered in the spring of 1981; $200 million in spare parts for
U.S. tanks, F-4 Phantom jets, radar, rifles, and ammunition delivered in
the summer of 1981; $40-plus million in rifles, mortars, and ammunition
delivered in the spring of 1982; one thousand U.S. TOW anti-tank missiles
delivered in November of 1982; and $16.5 million in two hundred AIM-9L
Sidewinder missiles and ten missile launcher sets delivered in January
1983. Northrop claims that these arms deliveries—all of which occurred
years before the so-called ‘‘first’’ shipments of U.S. arms to Iran in
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1985—were secretly sanctioned by the U.S. government and were later
replenished from U.S. stores.

HOW OFFICIAL WAS THE AUTHORIZATION?

Israel has raised these ‘‘implicit understandings’’ and ‘‘lack of clear cut
vetoes™’ to defend its early U.S. arms deliveries to Iran. An important
question, however, is whether the [sraeli government ever received explicit
authorization for any of the shipments. The Wall Street Journal reported
on December 12, 1986, that shortly after President Reagan took office in
1981, the Administration made the decision to ‘‘tacitly’’ condone Israeli
arms sales to Iran. That decision, however, may have been more than just
“tacit.”’

Before his death in late November 1988, Amiram Nir, the former
counterterrorism adviser to Israeli prime ministers Peres and Shamir, told
Bob Woodward of the Washington Post that the U.S.-Israeli arms transac-
tions with Iran were authorized under a secret agreement, called an ‘‘ac-
cord,”” between the Reagan-Bush Administration and then Prime Minister
Peres, which had not been shared with Congress as required by law.”'
Although most joint U.S.-Israeli covert operations allegedly covered by
this secret accord took place in 1986, the agreement itself may have been
signed much earlie—even as early as 1981. If not—if there was no official
authorization from the U.S. government, Israel’s shipments of U.S. arms
to Iran during Reagan’s first term would have been in violation of the
Arms Export Control Act, which requires advance presidential approval
before any such arms transfers can be made. The act also requires timely
notification of Congress by the President of any shipments by another
government without U.S. approval. A Congressional attorney familiar with
the Arms Export Control Act told the Miami Herald, however, *‘I don’t
know of any presidential approval for Israeli arms shipments to Iran in
1981, or of any notification to Congress that Israel shipped the weapons
without authorization. ’* Unless there was some kind of official authoriza-
tion for Israel’s 1981 arms deliveries to Iran, another U.S. law requires the
suspension of all military aid to a country found in violation. Surely the
Israelis would not have risked $3 billion dollars a year in U.S. economic
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and military aide without covering itself legally in some way. Could the
still-secret ‘‘accord’’ referred to by Nir have been that “‘way’’?

The former President of Iran, Abolhassan Bani Sadr, claims to have
seen some $53 million in contracts between his country and Israel for
U.S. arms and spare parts in May of 1981, none of which were received
until after he was forced to flee the country in late July 1981 following a
coup d’etat against him. He has since made public some early-1981
invoices covering U.S. arms and spare parts deliveries to Iran by Israeli-
owned companies. The earliest of these invoices is dated March 8, 1981.
To have been legal, the arms deals represented by these documents had to
have been covered by either a signed presidential finding—similar to the
one President Reagan signed on January 17, 1986, to legitimize the
now-famous Iran/Contra arms shipments of 1986—or by a still-secret
‘‘accord”’ like the one referred to by the late Mr. Nir.

The day after the earliest of these invoices provided by Mr. Bani Sadr,
on March 9, 1981, CIA director William Casey presented President Reagan
with a covert action proposal to support pro-U.S. forces with relation to
Iran.>* Did President Reagan sign an as-yet-unacknowledged secret finding
or accord with Israel for covert operations relating to Iran as early as
March 1981? That same month, March 1981, the secret Intelligence
Support Activity (ISA) special operations force, an elite group of military
covert operations and intelligence specialists commanded by Colonel Jerry
King, went operational.’* Gary Howard, a former covert operations spe-
cialist and current Texas border patrol officer told the author in 1988 that
the ISA, as well as the Defense Intelligence Agency (DIA) and the elite
military Delta Force, had been involved in the supply of U.S. arms to Iran
throughout the 1980’s. ISA relied for planning and support on the Army’s
Special Operations Division, which also became operational in March
1981.%5 This Special Operations Division had been organized under the
direction of Iran/Contra defendant Richard Secord after the failed Desert
One hostage rescue attempt in Iran of late April 1980.

On the same day that William Casey asked Reagan for a covert opera-
tions authorization on Iran, he also proposed covert operations relating to
Nicaragua.>® The use of *‘profits’’ from secret U.S. arms sales to Iran for
covert operations is believed to have begun only in 1986. However, it may
have begun as early as 1981. In 1983, a member of one of the just-
mentioned secret military units claims to have seen a secret CIA plan for
financing the Contras using profits from arms sales to *‘foreign countries.”">’
Iran is such a foreign country. From the beginning of the Iran-Iraq war in
late September 1980, Iran was desperate for U.S. arms and spare parts and
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was willing to pay marked-up prices to obtain them. As the date of the
secret CIA plan for arms profit diversions seen by the special operations
officer was not specified, it may be that it, too, was formulated shortly
after President Reagan and Vice-President Bush gained office, in early
1981.

In other words, the entire Iran/Contra scheme, not only the Israeli-
mediated U.S. arms sales to Iran, may date back to 1981 and may have
been covered by the still-secret U.S.-Israeli accord referred to by Mr. Nir,
or one like it. After all, the President of Nicaragua, Daniel Ortega, has
stressed that the United States and Israel created a joint military force to
counter his revolution not in 1983 or 1984, but at the very beginning of the
Reagan-Bush Administration, in 1981.°® By 1981, in fact, Israel was
already the largest arms exporter to Central America, including to the
Nicaraguan resistance. NBC Television reported that, by April 1984, Israel
had armed one quarter of the Contra army.>” Israel provided the Contras
with liberal amounts of military equipment in return, in part, for ousted
Nicaraguan leader Anastasio Samoza’s father having been among the first
to support Israel’s 1948 war of independence and for having been among
the first to supply her with arms for her 1967 war against the Arabs. The
senior Samoza's Nicaragua had also been among the first nations to
recognize the new Jewish state in 1948 and had supplied passports for
Israeli agents in 1949.

On July 8. 1981, President Reagan signed National Security Decision
Directive (NSDD) #35, entitled ‘‘Conventional Arms Transfer Policy,”
under which his administration made overseas sales of U.S. arms a high
priority.®” This was only <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>