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PREFACE

The Subcommitﬁee of the Committee on the'Judiciery
was establlshed by ‘an order of the ‘Senate on July 24, 1980,
for the purpose of 1nvestlgat1ng the act1v1t1es of individuals -
representlng the interests of forelgn governments. The‘
Suchmﬁittee»wesﬁdifected to determine the extent and soope
of the ihveetiéeiion} and to submit a final or interim
report toboﬁe‘SeneEe no later than October 4, 1980. On
August 19, 1980, the Subcommittee agreed to the scope of
its inveéstigation, concentrating in the limited time available
on Billy Carter's activities with respect to Libya and our
government's handling of that matter.

TheASenate envisaged that the Subcomﬁittee would
proceed in a nonpartisan manner. This is symbolized by the
fact that, alongside Senator Bayh as Chairman, Senator
Thurmond, as the Ranking Minority Member of the éubcommittee,
would serve as its Vice Chairman. The Senate also provided
that subpoenas would be issued by the Subcommittee upon the
cosignature of the Chairman and Vice Chairman, or on the
signature of either of them at the»direction of the
Subcommittee. The Chairman and Vice Chairman were able to
agree on the issuance of all subpoenas; it has not oeen
necessary to put to a vote any issue with respect to the

issuance of subpoenas or the conduct of the investigation.

Loemte
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To further ensure the nonpartisan quality of the
inveatigation, and its integrity and thoroughﬁess, the
Subcommittee retained a distinguished special counsel,
Philip W. Tone. Our debt to him is acknowledged elsewhere.
The Senate also authorized and directed Michael Davidson,
Senate Legal Counsel, and Robert K. Kelley, Deputy Senate
Legal Counsel, to work with the Subcommittee, and thereby
provided the Subcommittee with the services of the Office
of Senate Lagal Counsel, a nonpartisan office which serves
the entire Senate.

The Subcommittee has heard 23 witnesses during 11
days of public hearings. The number of pages of testimony
taken at public hearings totals 2,226 pages. The staff has
additionally taken the testimony of 35 witnesses at depositions;
there are 2,646 pages of deposition transcripts. The public
hearings will be published and the depositions will be made
available to the public as soon as possible.

The report which is being issued today is a full
statement of that part of the evidence the Subcommittee has
received which may be released to the public. The intention
of the Subcommittee is to provide as much information as
possible to the public so that it may see the basis for the

conclusions which follow.

(iv)
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The Subcommittée has determined to designate this
report as an interim one, e&en though the effort has been
made to make the faqtual statement and the conclusions as
complete as possible. The Department of Justice is
continuing with investigations that may produ;e additional
relevant information. Members may also wish to recommend
that the Subcommittee pursue additional areas within its
mandate. The Subcommittee cannot say, therefore,'with any
assurance, that the final chapter has been wfitten.

Of particular importance in this respect is the
inquiry and prospective report of the Office of Professional
Responsibility of the Department of Justice. We will
evaluate the findings of the Office of Professional
Responsibility before determining whether the Subcommittee
should take any further action. We are today forwarding
this report to the Just;ce Department for such assistance
it may provide to the Office of Professional Responsibility
in its investigation of related matters.

As may be expected, a number of individual members
have additional views on the difficult issues considered by
the Subcommittee. As the Chairman and Vice Chairman of the
Subcommittee, we are confident, nonetheless, in our conviction
that the agreement to the conclusions which follow is a
significant achievement of the Subcommittee.

Birch Bayh Strom Thurmond
Chairman ‘ _ ; Vice Chairman
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I. LIBYAN CULTIVATION OF A RELATIONSHIP WITH BILLY CARTER,
AND WHITE HOUSE REACTION: MARCH 1978 - OCTOBER 1979

Libya-U.S. Relations and the People-to-People Plan

Since Colonel Mu'ammar Qadhafi and his fellow officers.
seized power in Libya on September 1, 1969, relations between
that country and the United States have ranged from cool to
unfriendly on a wide spectrﬁm of political issues. Qadhafi's
ruling group believed that American and British iﬁfluence'
had prevented Libya from playing its rightfﬁl role in the
struggle against Israel. They moved to change that by
closing foreign bases in Libya in 1970, acquiring arms, and
supporting anti-Israel and revolutionary causes as well as
terrorist activity. By mid-1970, high level contacts between
the United States and Libya had #irtﬁaily ceased. In 1973
the United States reducedldiplomatic representation in
Libya to the level of chargé d'affaires, and under the
terms of the Arms Export Control Act, disapproved sales to
Libya of weapons and of.products which could add significantly
to Libya's military éapability. Of most importance to the
Libyans, in light of subsequent events, this action bloéked
the delivery of eight C-130's, which Libya had previously
contracted to purchase. 1/

Despite the ban on military sales, commercial transactions
continued. 2/In particular, United States crude oil imports

from Libya grew substantially from 4 percent (153,000 barrels

D ek
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a day) of total U.S. imports in September, 1973 to é‘pefeeht
(557,000 b/d) in December, 1977. 3/ -

The Unitedetates,_in ﬁgzn,‘exported industrial L:
products to Libya, most notably nine}727§ end one 707 airqraft, .
but even these exports encountered difficulties. By eafly“
1978, Libyan support for terrorism, its virulent opposition
to the Camp David accords, end a changing political climate
in the United States led to a further State Departﬁentﬂw
reassessment of sales to Libya. 1In January and Februa:y;
1978, the State Department recommended that a iicenée to
export two 727's to Libya be turned down, and it constrained
Lockheed's ability to service eight C—l30's acquired by
Libya in 1971. On March 5, 1978, the State Department
requested.controls on sales of heavf tractors having a
military capability, four hundred of which the Oshkosh
Truck Corporation had already contracted to sell to Libya.ﬂ/

Against this background of strained relations, the
Libyan government doubted that there could be much improvement
in Libya's official relationship with the U.S. government.
As a result, the Libyan government decided to minimize
direct contact with U.S. officials, and to go directly to
the American people in order to modify U.S. policy, using,
among other methods, invitations to prominent U.S. citizens
and business organizations and attempts to involve itself
in the U.S. political process.5/Ahmad al-Shahati, head of
the Libyan Foreign Liaison Office, was said to be running

the program. Libyan officials hoped that by establishing
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good relations with private businesses and other U.S.
organizations, Libya would be able ultimately to get U.S.
weapong systems, véluable technical systems, and other~:5'
goods they;déaired, including the 07;30'3; ‘The United fi
States was é&afe théf Libja‘ﬁas purSQing this approach;?*

| In‘1977, the Libyan "People-to;People"-effort was -
initiated with visits of two U.S. groups ﬁo Libya. 'I‘l'lca"'~
first Lib&an delegation to visit the Unlted States came - -
in late April, 1977, and, according to a Libyan account,
"met. with leading personalities fromn American universities,
cultural, social and religious 6rganizations and trade
unions and made efforts to contact the Black Muslim
organigzations which.are now established in mary states". 6/
The Libyans stated that the delegation "succeeded in estab-
lishing new relations with Americans, especially in the
state of Idaho, wheré several receptions were given in 1its
honor and attended by representatives from the Democratice
and Republican parties." 6/

Billy Carter Receives Libyan Invitatlon

The invitation to Billy Carter to visit Libya seems
to have been an extension of these efforts. Iﬁ March,
1978, Mario Leanza, an Atlanta, Georgla real estate broker,
traveled to his native Italy, and spent time with his
nephew in the town of Catania in Sicily. 7/ Toward the end
of his five-week visit, Leanza was introduced to a Sicilian
corporate lawyer, Michele Papa. 1In the early 1970's, Papa

had founded the "Sicillian-Arab Association,” which promoted

i

e it

eiws .- Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9 -~ « '~ -



PR R P FRRITERRRS S T e T s PR s TR e

Approved For Release 201 1/09/27 : CIA-RDP9O0- 00552R000101000002 9
4

cultural exchanges and trade between Italy and Libya. 8/
Papa told Leanza that if he could get Billy Carter to come

to Libya, Leanzaﬂgodldfmake a lot of money. 9/ Upon

Leanza' S return tz Atlanta, Papa called him numerous CCC
times 10/ and wrote that he had "spoken with my Arab
f‘r:Lerxds.H I invite you with the brother of President Carter
to Libya at:my expense. You won't waste your time." 11/

Leanza did not know Billy Carter. 12/ He discussed

the matter_with'Thomas L. Jordan, another Atlanta real

estate broker, and they called Papa and told him Jordan

knew Billy Carter Papa 1nformed Leanza that Gibril.'
Shalouf former Libyan Ambassador to Italy, was coming to

the United States, 13/ and in late June, 1978, Shalouf
met Leanza and Jordan in Atlanta. lﬂ/*/ Through a string
| of acquaintances, Jordan then arranged a meeting between
Billy Carter and Shalouf, *¥*/ which occurred in Billy Carter's
service station on July 4, 1978. 1In general terms, Shalouf
invited Billy Carter and others to visit Libya at Libyan
expense. Billy Carter expressed gratitude for the invitation

but probably did not accept it at that time. 16/

#/ Although both Leanza and Jordan recall the date of this
meeting as early July, the fact that they met with Billy on
the Fourth of July weekend indicates the inltial meeting
with Shalouf occurred in late June.

*¥*%¥/ Jordan asked William McBrayer, a trade association
Tobbyist, to call Floyd Hudgins, a Georgia State Senator,
on Jordan's behalf. McBrayer contacted Hudgins, who then

.. spoke with. Jordan. Hudgins ca“led Randy Coleman, and they
arranged -the meeting. 15/ : R : _
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On July 22, 1978, Jordan sent Shalouf a mailgram
with a tentatilve list .of participants for a trip to Libya,.
and asked for a $50 000 advance to "defray expenses." - Shalouf A

called to express anger at the request for money and at

Jorddan's having put anything 1n writing. 17/ Eventually, e
Shalouf a1d give Leanza,¢3 000 1n cash for his and Jordan's
"expenses." */ 18/

In September, 1978 Shalouf apparently met with
Billy Carter a second time, #*/ and during this period,:
Billy Caféef received a more formal invitation to come to
Libya. 21/ Billy Carter called Donald Carter (no relation);
a realter{and longtime friend of thevCafter family from
Gaineeviile, Georgla, to invite him to come wilth him to
Libya, pointing ouﬁ that Libya needed American goods and
services, and thet the Libyans had substantial monies to
invest 1in Americeﬁ real estate. 22/ Donald Carter sought
a briefing by an international affailrs speclalist and was.
advised thatbthe Libyan regime was antagonistic to the
Camp David accords ahd could try to use'Billy Carter to
embarrass the President. ’Don Carter attempted to dissuade

Billy Carter from going, but did not succeed. rEx/

*/ The payment was made in Rome, when Leanza was returning
from Libya. It appears that neither Billly Carter nor Randy
Coleman knew of the $50,000 request or the $3,000 payment. 19/

*#%/ Jordan and Leanza recall this meeting; Billy Carter and
Coleman do not. 20/

¥%%/ Donald Carter was briefed by Peter White of the Southern

Center for International Studies in Atlanta, Georgia. Both

Donald Carter and White spoke to Charles Kirbo, Pre51dent

: arter's pegmonal attorney, about Billy Carter's planned :
vteep, but Kiﬁﬁ% does not recall telling P”esident Carter 23/

T
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Personnel in White House Learn of Billy Carter s Plans

Ot e R

Through several channels, some in the White House'-“"’

learned before BillyvCarter s trip(that he was going to s
=1 Za Jissc.,.._.,-., ISR Al
Libya. In some way, Phillip J Wise, Jr., Appointment :

- ,,3,‘.

Secretary to‘President Carter and a close friend of Billyi

e 5 . -
v __(.a....... " Taerr ITE rpRma .«C’{

Carter, */ was alerted in August or early September, 1978

s

that Coleman and Billy Carter were planniné a trip to Libya.**/

- . -
GO Y rc‘_\ LS TN

G . ‘ e =
- - - s T mee Te il - g
DU

e

*/ Phlllip Wise is a friend of Billy Carter s and has known
him for:l5-years? Hls- parents see-Billy:Carter: often and he
and Billy have many mutual friends and acquaintances.“ Wise
has . had telephone:contacts with. both -Billy: Carter and-Coleman
and, in addition, Billy Carter's calls to the President
during business:  hours are-cleared through Wise’s office..
Wise also sees Billy Carter when he visits the President
‘in the Oval Office,” and he and Billy. "usually carry on.a .
conversation... at least part of the time he's waiting."

The subjects cover a "range of topics," including what .
Billy's been doing lately and politics.' Wise was unable

to recﬁll the. substance of any of the: conversations except .
one. 24/ . )

#*/ Karl Inderfurth recalls Wise contacting him, and William B.
Quandt, also of the NSC staff, recalls Inderfurth contacting
him, as discussed below. There 1s no direct evidence as to
how Wise learned of the .trip. Wise states to the best of

his recollection that he first became aware of the trip

after it began, from press accounts. He does not recall
arranging briefings prior to the trip; Billy Carter denied
speaking to anyone in the U.S. government about the trip

prior to 1it, including Phil Wise and Quandt. 25/

White House records show telephone calls by someone
in the Presidential party, while traveling, to the number
for the Best Western Motel in Americus, at which Billy Carter
often received and made calls, on July 25, July 30, and
September 2, 1978. Also, Phil Wise's call- back log indicates

that on September 19, Coleman called and left Billy Carter's

- service station as a return number. The log entry carriles
the notation "talked." Wise assumes he returned the call
of September 19, but he does not recall the substance of
any conversation. 26/

o g e
Yom el
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Wrse called Karl Inderfurth, Specilal Assistant to
Natignal Security Adwﬂser, Zbigniew Brzezinski asking

Jondi ] t@ eall Colemar to discuss the trip, and gruvidina»a o

phane: numner; Inderfurth contacted Coleman at. that . V .
number . erimg a,tem orr fifteen‘minute conxersati@m,,,t'.
Cniemam atace@ that a trip»was;plann&d ta Libya am@

askad anwu& E;S gamicm towar& Eibya- 27/

Tnderfurti mbsequerr’cly asked Wlltem B. Quendt of
the Natlonal Securimw Council CNSCO sxaff to brief Coleman
abcut U, 3»-Libyan relations as preparatiom fcr a. trip,
telling~Quandt that he was: relaying’&.request by Wise-. 28/
Quandt. spoke: to Coleman two or‘three times:, describing
Libyan.lnvolvementtin;terrorist activitiesfand,thefresulting
corrce-rnoff“clmsrU‘.Sf..‘govrevrnmem;,w Quandt told:Colemanzthat
in light.of'thelcamanavi& negotiationS'scheduled.far'early
September:, I9T&,'Cblonel.Qadhafi, head.of‘th& Libyan govern-—
ment, might attempt to use>Biin Carter'"s presence in

Libya to embarrass the UnitedAStatesQor*President.Sadat of
Egypt. 29/

' Quandt. testified that during one call, Billy Carter
.came on the line, and told Quandt that he did not need
anyone in, Washington telling him how to conduct his pfivate
business. According to Quandt, Biily-Carter also said that
he "knew more about Libya than all you State Department

bureaucrats put together," and generally conveyed the

i Leuieieo 2l Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9 -&nmv" <=
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impression that, "he wasn't particularly appre?iatiie
of any of the points that I might have conveyed" to
Coleman. 30/ */ | |
Sometime in August or September before the trip;“ 
Coleman also talked with Don Hester, acting Libyan desk .
officer athﬁhe State Department, and James K. Bishoﬁ;;; 
area officer in charge of N§rth African affairs, to ‘i "
ihquire concerning the U.S. position on travel to Libya,.
mentioning that Billy Carter planned such a triﬁ. gg/
#%*/ Hester then told an official on the National Security : i
Council staff, either Quandt or Gary Sick. Jack Watsoh,
then Assistant to the President for Intergovernmental
Affairs, may have then called to inquire about Billy | 'g
Carter's prospective travel. ¥¥#/ i
President Carter states in the August 4, 1980 "Report
of the President to the Subcommittee of thé Committee on
the Judiciary, United States Senate" (hereinafter calléd

"August U4, Report"), that he was not aware before the trip

¥/ Billy Carter denies talking to Quandt, or making such

a comment, noting he had met only one Libyan. 31/

#%/ Hester and Bishop told Coleman that there was no ban
on travel to Libya, and Bishop may have confirmed this
in a letter to Coleman. 33/

*##/ Bishop and Hester recall Hester's call to an NSC
official, and Bishop recalls Watson's return call. Watson's
recollection is that he never spoke with Hester, and never
spoke with anyone about Billy Carter's first Libyan trip.
Hester has no recollection of talking with Watson, but
recalls informing Thomas V. Beard. 34/

E TN
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that his brother was going to Libya. On September 25, °
the day‘tﬁé trip began, or September 26, possibly in re- j -

sporise’ to' @ cable from Eagleton, serit on September 24,

Hesﬁeﬁ'éﬁﬁfééﬁéd'Thahésiv; BeardQ Deputy Assistant to

the Presidendt, inf'o“fiﬁfrig. Bim of Billy‘ Carter's plans and -
recommendfné‘fhét Billy Carter Be»briefed‘upon his arrival | ‘ |
in Libyé}'gﬁ/ 'Béafd coritacted Susarn Clough, the President's

personak secretary, because he "was worried about (the
trip) polltically ... (and) was worried about how it would . |
look in the Jewish community and.evéry community in this |
country." éé/ He indicated that the State Department
wanted to know whether the trip was official. 37/ Clough
then asked President Carter whether he knew his-brother
was en route to Libya, and he answered negatively. 38/
Clough also contacted Sybil Carter about the trip. 39/ */
Clough then talked to Beard, and discussed the
proposed contents of a State Department cable. **/ Beard
reiayed the desired contents of the cable to the State
Department, including a description of the trip as private
énd a request that Billy be briefed. 42/ On September 26,
the State Department sent Eagleton a cable asking that he
brief Billy Carter on U.S.-Libyan relations. 43/ Accounts

- of the trip appeared immediately in the U.S. press. ﬂﬂ/

*/ Clough inguired whether Billy Carter had left already,
ané Sybil Carter told her he had. 40/

*%/ Beard recalls this; Clough rﬁcaWIS ta1V1nv to Inderfu”th
..about’ sendi"g ‘the cable. 41/ i R

TN B
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Billy Carter Travels to Libya

On September 25 Billy Carter and Randy Coleman, 7 | ;fgﬂ

accompanied by six Georgians and Shalouf flew to Tripoli

«;,

o oo

with a stopover in Rome, arriving September 27. MS/ They

c_‘_,.'c.‘ v | \l..;u

were met at the airport by Shahati and by Eagleton, the
U.s, Charge d'Affaires in Libya. U6/ */ During their
four-day stay, the Georgian group visited Libyan farms,
schools, and housingkprojects, and attended a series of
meals, receptions, and meetings. Some business discussions
took place 49/ and Various gifts were received. Billy
Carter received four gold bracelets, a ceremonial sword
a serving platter and a silver saddle as well as some local‘
currency for spending money. 50/

Eagleton and Billy Carter were together on several
occaslons during the visit. Carter and other Georgians
- were guests at a reception at the U.S. Embassy on one
occasion. 50a/ Billy Carter gave Eagleton assurances
that he would not become involved in political discussions

with the Libyans. Leanza recalls that at a dinner at

which the Libyans mentioned the C-130's, Billy Carter,

*/ Several days before Billy Carter's arrival, Shahatil
told Eagleton the President's brother was coming On
September 24, Eagleton cabled the State Department, in-
forming it of Billy Carter's imminent trip and requesting
details. 47/

On September 27, Eagleton first learned the time
that the group was about to arrive when Shahatli called
to tell him, about an hour before arrivail. L8/
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who had been drinking alcoholic beverages, stated tﬁaty

he would try “to do something about it." Billy‘Carﬁef-ﬁ7'

denied this in his testimony. There is no other evidence

that Billy Carter discussed the C 130 s. Eagleton recalls.

that although the‘Ligyaas raised political issues, Billy -

Carter was not drawn into any political discussions. 51/ */
During the course of the trip Billy Carter learned

that the Libyans were planning to send a delegation to o

the United-States in the near future. The Libyans' trip

was deacribed as a trade mission and goodwill tour.

Billy Carter then invited the Libyans, in a general way,

to come to Georgla. 52/ On October 1, Billy Carter re-

turned to the United States. ¥*¥*/

*/ Leanza recalls that the C-130 issue was raiskd at
dinner one evening. Jordan heard Shahatl make a political
statement involving either the C-130's or a condemnation
of President Carter's peace efforts on behalf of Israel
and Egypt, but no other discussion about aircraft.

Eagleton recalls that "as far as (Billy Carter's) public
expressions are concerned, I can verify that he refrained-
from being drawn into political issues even though these
were ralsed a number of times by the Libyans." Eagleton
cable, 8/2/80. Carter labeled "completely untrue" Leanza's
statement about C-130's. Leanza's recollection, when
related to the FBI in 1979, became a focus of the Justice
Department investigation.

¥%/ On October 8, a week-long so-called "Peoples Conference",
a continuation of Libya's efforts to approach directly the
American people, began in Libya. 53/ A large contingent of
Americans, attended, many of whom "had been briefed on U.S.-
Libyan relations by the State Department at the request

of Richard Shadyac, a registered foreign agent for Libya

and counsel to the Libyan Embassy. 54/
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During Billy Carter's visit to Libya, Eagleton sent
cables to the State Department describing Billy Carter's ; 
schedule, h%s "restraint" from political comments, Eagleﬁon's
briefing of him, the Libyan press coverage, and the impact
of the visit. 55/ at least three of the cables were:provided
to the White House, possibly tb Beard and, through him, to
Clough, who placed at least two of them in President Carter's
personal filles. 56/ A copy of one cable, dated Octoberyl;
was sent by President Carter to Billy Carter on October 11,
with a handwritten note from the Presidept: "To Billy, ybu

did a Rood job under the 'dry' circumstances." 57/ fThis

cable was classified "eonfidential,”" but had nonetheless been
sent originally in plain text and had not been encoded. §§/ b4

Billy Carter Prepares to Recelve Lilbyan Delegation

After Billy Carter's return, several'meetings were
held to dilscuss, in general)possible business opportunitieév
with the Libyans and the establishment of some sort of trade
group to do business with the Libyans. They were attended
py Billy Carter, Coleman, their accountant Dohny Roland,
.Leanza, Jordan, Hudgins and Jimmy Murray, part owner and
manager of the Best Western-Motel in Americus, Georgia, and
friend of Billy Cartef's. 60/

On November 2, Billy Carter sent Shahati a written

invitation to visit Georgia. 61/ Bi1lly Carter had his

%/ Subsequently, in response to requests under the Freedom
of Information Act, the cable was released to Jack Anderson
and Maxine Cheshire. 22 _
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son-in-law, Mark Fuller, and Randy Coleman work with others
to help coordinate arrangements and scheduling of the-Libjan
visit, and Billy Carter pald thelr expenses for this advanée>f
work, __/ TQ aid in these arrangements, an advance group- of'v'
Libyana came to Geergia, ‘In the group were Shalquf -and 'i“""~
Mohammed al-Burki head af the Department of Parbies and - o
Popular Organizations in the Libyan Qffice of General Pecple s
Congféss;.éi/ Murray, Shalouf, Coleman; and Geérgia State .
Senator Fia&d Hudsins, a participant in the September, 1978 -
trip; diacuésed possible business dealings in agricultural
products. éﬂf Randy Coleman recalls that oﬁe of the Libyans
also mentioned the C-130's. 65/

Oﬁ December 6, on Billy Carter's instructions, Randy
Coleman called Bishop at the State Department seeking per-
mission to host the Libyan delegation. On December 12, the
Department wrote Coleman that it had no objection, but warned
that the "Libyans hope to use such contacts to influence U.S.
policy toward their country and the Arab world." 66/ Coleman
discussed this statement with Billy Carter although Billy

Carter does not recall it. él/
| After the visit of the Libyan advance delegation,

- Billy Carter instructed Randy Coleman to call Phil Wise and
request a briefing on Libya in general and also on the status

of the C-130's. 68/ Coleman did so, possibly on January 5,
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1979. */ Either directly or indirectly, **/ Wise had Quandt’
arrange a briefing for.Coleman, and Quandt asked Morris .
Draper, Deputy Assistant Secretary of State for Near EaStern
and South Aslan Affairs, to~prov1dé one. 11/ ‘ ‘ 
Draper calle@;quemagwand informed him that Libya;pad
ordered eight .C-130's, that since 1973 .the U.S. had not ;;
allowed Lockheed to.export_thése planes to Libya, and»;ﬂat
this policy was not likely to qhange.ﬂ Coleman re;ponded_bg ,v
saying that Georgians were interested because the aircpgft

were sitting on a runway in Marletta, Georgla. 12/

Libyan Visit and Billy Carter's Attempted Commodities
Dealings .

A lafge‘gfoup of Libyans, inCiuding a dance groub,
made the trip to tﬁe United States, with Georgié aé the fifst
of a number of stdps. Billy Carter and a group of Georglans
met the Libyans at‘the Atlanta airport on January 8, 1979.'
The next evening, Billy Carter hosted a réception for tﬁé‘

Libyans which was attended by several hundred people, including

#/ Extracts from the call-back log of Phil Wise contain an
entry for Randy Coleman dated January 5, 1979, shortly before
the arrival of the Libyan delegation in Georgia. Coleman
.recalls receiving a briefing about C-130 sales prior to the
arrival of the Libyan delegation. Wise does not recall men-
tion of the Libyan delegation visit in a telephone conversa-
tion with Coleman in early January, 1979. Draper does not
recall the date of the briefing but believes 1t was the second
half of January, 1979. 53 .

#%/ Wise does not recall arranging the briefing. Quandt

does not recall whether he was asked to arrange the briefing
by Wise, Inderfurth or someone else in the White House. Since
Coleman asked Wise for a briefing, and someone in the White
House asked Quandt to give Coleman a briefing, a falr infer-
ence 1is that Wise passed Coleman's reguest, directly or
indirectly, to Quandt. 70/
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Lillian Carter and Ruth Carter Stapleton, Billy Cartér's ;}
mother and sister, respectively 13/ At the reception a:

petition supporting the formation of a LibyanpArab—Georgian

friendship society was.circulated with Billy Carter-theafirst

to sign. ¥ - During the Libyans' visit, Billy Carter. took
~them ta meet the Governor of Georgila, & condueted a taur
of the €arter family peanut warehouse, and hosted severalffb
Libyans overnight at his home. 76/ ‘

Billy Carter, through Raﬁdy Coleman and others,'éon—
tinued to pursue possible busliness dealings during the Llbyan
delegation's visit. Early in that visit, Coleman called Bert
Lance, former Director of the Office of Management and Budgét'
and friend of Président Carter, to cobtain the name of someone
knowledgeable in commodities and foreign trading. 17/ Lénce
suggested Robert L. Schwind, an Atlanta attorney and a friend
of Lance. Schwind recalls meeting with Coleman at Coleman's
hotel room in Atlanta on the day of the reception. Colemén
said he represented Billy Carter and that the Libyans were
interested in buying Georgian commodities. Schwind talked:
yith Shahatl about commodities later that evening at the
reception, and the next day wilth Coleman and Burki at

Coleman's hotel. **/

¥/ The soclety's goal was variously described as improving
Libyan-U.S. relations, insuring that products exported to
Libya were of good quality, and making loans to Libyan
students. The Libyans hﬁ? talked of funding the society with
$1 million from Libya.

**/ Coleman recalls first meeting Schwind the last or next
to last day of the Libyan vis*t 78/

- ...,_.nc S LI
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Out of these discussions emerged a group consistihg
of Billy Carter; Coleman; Arthur Cheokas,"ah.ﬁhericus,vééorgia,
businessman; Murray; and Roland. The group held a numbéffof; o
meetings at the Beét'Westefh Motel in Ameficus;"énd various
members of the groﬁp}pursue&ufhé salé of commbdities wiéh the
Libyans. To this end, a list of commodities that the group
was.prepared to sgl} was made availableQ 12/_:In Februéry;
1979, Coleman and Murray mét with Schwiﬁd and an associate
at the Hilton Hotel in Macon and 1t was agreed that Schwiﬁd
would send samples of commodities which could be purchased
from fhe Gold-Kist Corp., */ to Burki at the Libyan Embassy
in Washington. 80/  The group had thelr own agreement as to
how any prospective pfofits would be divided, with Billy
Carter securing at least 50 percent.vgl/ In addition, Schwind
wrote Coleman a letter dated March 5, 1979 confirming a 50/50
split on commissions, with Schwind taking care of‘Bert Lance

out of his share and Coleman compensating Billy Carter out

of his share. 82/ ¥*/

"%/ The Gold-Kist Corporation is a conglomerate which is a
Targe commodity dealer in the Southeast. Since September,
1977, it has leased Carter Warehouse.

#%/ In thls March 5, 1979 letter, code words were used with
Tibya referred to as "SANDBOX," Billy Carter referred to as
"THE MAN," and Bert Lance referred to as "B.L." Bert Lance
states that he had no knowledge of this letter nor did he
have any commisslon agreement with Schwind. 83/
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President Carter Aware of Brother's Problems

During the periodiof the Libyans' visit, Billy Carfer's

public statements, health,'and finances‘became @atters’df? f
concern for Presidenﬁf@grter._ Billy Cafter‘s hos£ing of;thé
Libyans attracted coﬁ;id;rabie publicity; particularly}béiéﬁse
he was quofedvaé makiﬁg‘a‘nu&ber of reﬁé;ks vieﬁed by sbmenf
as anti—ﬁemitic. Presé aécounts concerhing.these remarks
received whit; House attentioh, és almoét a dozen items ony
Billy Carter appeared‘in the White House press summaries in
January and February. */

| In January, President‘Carter, both directly and through
his press secretary, Jody Powell, disassoclated himself 1ﬁ the

media from some of Billy Carter's statements and activities. ¥**/

#/ White House press summaries included: (1) 1/11/79,

review of television account of Billy Carter's claim that
Atlanta Mayor Maynard Jackson did not meet with the Libyans
because of pressure from "the Jews;" (2) 1/12/79, "Billy
Carter, who 1s guiding a group of Libyans around Georgla,
denies that he is making the trip for personal galn. The
purpose, he says, is to improve relations between the U.sS.

and Libya. The White House 1s embarrassed by the whole
affalr, correspondent says. BC says 'there area (sic) a hell
of a lot more Arabians than Jews.' Atlanta Journal, January 10,
1979, criticizes Billy's remarks."; (3) 1/13/79, "Billy says
President knew of Libyans' visit in advance and never objected
(TV). Justlce Department asks Billy to clarify his relation-
ships with the Libyans (TV). Philadelphia Inquirer and

Los Angeles Times criticize Billy on January 1l2. Baltimore
Sun says 'Billy Carter's antl-semitic mouthings while in the
employ of Libyan agents are an outrage.'"

#*%/ The White House press summary for 1/15/80 notes: '"President
tells NBC-TV that he hopes the American people realize he has

no control over his brother and that it would be 'counter-
productive' for him to publicly censure Billy for his remarks."
The New York Times, 1/12/79, reported that "Jody Powell, the
White House Press Secretary, publicly denied that the President
shared any of Billy Carter's views that could 'be interpreted

3s being anti-Semitic.'" )
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President Carter stated, in the August U Report, "Biilyn‘i
visited with the Libyan;.and made a number of controvgrgigih
statements.... Billy's remarks recelved wide attentionfaﬁd
were roundly.criticized by-the American press and publiéﬁu
I publicly deplored some of these comments myself." §£/?l’~
Also, on or about January 26, Dr. Zbigniew Brzezinski,  .
Assigtant to the Preslident for National Securlty Affaifé; ,
was informed by an alde that Billy Cartér had been adviséd
by Clinton Murchisoh, a wealthy businessman and owner of the
Dallas Cowboys, and Irving Davidson, a lobbylst, to reglster
as a Libyan agent and that Carter had said he intended to do

so. 85/ ¥/

#/ Murchison met Bllly Carter when Murchison and Irving
Davidson, who worked for him, and Carter and Coleman were

all in Miami for the Super Bowl. Coleman recalls Murchison
had completed some construction work for Libya, and was at-
tempting to recover from the Libyans $200 million due him.
Coleman recalled that Murchison had buillt army barracks while
Billy Carter thought Murchison had built an air base. §§/
Coleman recalls that Murchison offered Carter a 1 percent
commission of the recovered money. 87/ Both Carter and
Coleman recall that they were not interested in the proposal;
Carter recalls a discussion with Murchison, but does not re-
call meeting Davidson. 88/ There is no evidence that Billy
Carter assisted Murchison in any way.

Davidson told W. Alan Roy, Libyan Desk Officer at the
State Department, of contact with Billy Carter; Roy told
Gary Sick of the NSC staff. Sick wrote Brzezinski a memor-
andum dated January 26 that Billy Carter had discussed Libya
with Murchison and Davidson, that Murchison was on hils way
to Libya to discuss an air defense system; that they suggested
Billy Carter register as a foreign agent and he sald that was
exactly what he intended to do. 89/ Davidson does not remem-
ber any discussions with Billy Carter or Coleman about Libya. 90/
It would appear from the absence of any mention of this subject
in the memorandum that Roy, Sick, and Brzezinski were not told
that Murchison had proposed that Billy Carter assist him in
collecting the money due him from the Libyans. . :
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_In early February, Billy Carter accompanied some of
the Libyans to Washington, D.C., as a guest of Shahatil and
Burki, whers a discussion was held with Burkl regarding the
possibility of dealing'in agricultural products wilth the’?:“
Libyans. ﬂ;/i>While iﬁ‘Washingtcn, Billy Carter attended*g '
reception at tne‘L1byéﬁ Eﬁbassy f/’wheré he asked W. Alan -
Roy, Libyan Desk Officer at the State Department, about the
status of "ého&e Boeing airpianes.” Roy assumed that he was .
referring to the Boelng 727bsvand replied that they had
already been transferred to Libya, to which Billy Carter

responded, "good." 92/ ##/

#/ The Libyan government has called its diplomatlc estab-
lishment in Washington, D.C. the Libyan People's Bureau slnce
September 1, 1979. We have called it, for thls report, for
convenience and because most of the witnesses called 1t

that, the Libyan Embassy. '

**/ In 1978, the Commerce Department had questloned the value
.for U.S. foreign policy of commercial export controls, and

at the end of May, 1978, it and Boeing requested State Depart-
ment reconsideration of the sale of Boeing 727 aircraft to ,
Libya. In response, the State Department initiated its recon-
sideration in late June, 1978. At this time, the State ,
Department decided to. withdraw its objections to the export

of two 727's if certain preconditions were met. The precon-
ditions were: (1) that Congressional opponents be satisfied,
and (2) that Libya provide written assurances on the civil

usé of the aircraft. By the end of October, these condltions
had been satisfied, and, in addition, Libya signed The Hague
Convention on Hijacking, a step away from its support of ter-
rorism. The State Department advised the Commerce Department
on November 2 that it no longer objected to the sale of these
two 727's. '

With the decision on the 727 aircraft as precedent,
on December 22 the State Department indicated no objection
to a proposed sale of three T47 aircraft to Libya, and a
license was granted by the Commerce Department on January 8,
197¢. The State Department hoped that these aircraft deci-
sions would not only be commercially advantageous, but would
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Also, while in Washington, Billy'Carter apparentiy-
stopped in at the White. House and spoke to PresidentﬂQarter.
In an interview.at that time, Billy Carter said that he had
told his brother. that heohad come to Washington to go»tosthe

Libyans' reception,rthat he was "friends with the Libyan o

people," and that it was a goodwill mission 93/ */ After
his Washington visit, Billy Carter then went to New York City
to attend.a United Nations'reception. While there, Billy
Carter accompanied Snahati in appearances on two television B
shows; "Good Morning America," and the "Stanley Siegel
Show.ﬁ 2§/ o

As President Carter recalls, at this time the "members
of our_family were also concerned about some of (Billy
Carter's) personal problems." 97/ Throughout the period from
November 1978 to February 1979, Billy Carter was drinking

heavily, and in January and February, 1979, was suffering

(Continuation of ¥/ on the previous page)

also open opportunities for more constructive dialogue on
issues dividing the two countries. 92b/ 1In the interim, on
- September 25, the State Department had decided not to oppose
the sale to Libya of Oshkosh trucks, after they had been
reconfigured so they could not be used as tank carriers.

There is no evidence that Billy Carter had any role in,
or influence on, the decisions affecting either these trucks
or the aircraft.

*/ Around this time, a State Department official detected

the beginning of a heightened sensitivity by the White House

and NSC ‘to matters concerning Libya, and attributed this to

the publicity surrounding the visit of the Libyan delegation. 94/
By the middle of March, the White House had informed the State
Department of 1ts obJection to senior level State Department

. visitors to Libda in the near Luture 95/ ,
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losses of memory. In late February, 1979, Billy Carter was
suffering losses of memory. In late February, 1979, Billy
Carter was admitted to the hospital in Americus, Georgia,
for alcoholism and acute bronchitis; he remained there f&ri; :
11 days. Then, on M&réh 6 or 7, he admitted himself to the'
Long Beach Naval Hospital} in Long Beach, Célifornia, for =
treatment for alcoholism.’ 98/ o

Billy Carter's Financial Difficulties

Also in this period, Billy Carter's finanecial 4iffi-
culties, which had been developing over a long period, became
acute. As early as 1975 and 1976, he had been experiencing
Financial problems. Hils expenses exceeded his Income, Which
derived principally ffom three sources: his fifteen percent
partnership interest ¥/ 1n the Carter Warehouse, his salary
as manager of that warehouse, and hls service station profits..
As of December 31, 1976, he had a capital deficit with the -
warehouse business--in effect, a debt--of $125,728. 100/. -
When Jimmy Carter became President on January 20, 1977, he.
vested control of his majority interest in the warehouse
business 1n hilis trustee, Charles Kirbo, an Atlanta attorney.
Biily Carter continued as manager until September, 1977.

In 1977 and 1978 his income substantially increased as a

result of public appearances and product endorsements. 100a/

¥/ Carter Warehouse has three partners: President Carter,
with a 62% interest; Lillian Carter, with a 23% interest; and
Billy Carter, with a 15% interest. 99/
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In mid-1977, Billy Carter and Kirbo discussed Billy
Carter's buying the warehouse, but no deal was made. 101/
Instead, in September, 1977, BillyvCarter quit as warehquse
manager. He borfowed from Carter ﬁarms, wholly owned by:ﬁf
Presildent Carter,.to pay off his debt tq the warehouse. ..This
debt was added to his other borrowings of $115,748 in 1977
and $84,510 in 1978, and to a mortgage of $100,000 on his -
home and 58 acres of land in Buena Vista, Georgia..}ggg/‘

Billy Carter's 1income from personal appearances began
to diminish after his return from his trip to Libya in
October, 1978, and almost ceased in early 1979, due to his
assoclation with the Libyané and his problem with alcoholilsm,
.leaving him with heavy debts ahd limited income. */ 1In
early, 1979, President Carter was aware of Billy Carter's
financial problems. On February 22, 1979, he discussed with
Hamilton Jordan, White House chief of staff, "the problems
with Bllly--his health and his prospective additional visit

to Libya." ¥*/ The next day, President Carter noted that he

¥/ Tandy Rice, who, as head of Top Billing, Inc., managed
Billy Carter's publlc appearances, attributes the decline in
requests for his appearances to his alcoholism. Billy Carter
and President Carter attribute it to the Libyan controversy.
Since the problems occurred contemporaneously, their effects
are not readily separated. 102/

¥*/ From this note and subsequent notes by President Carter,

it appears that Billy Carter told President Carter that he '

was considering a second trip to Libya. 1In February, the

State Department had learned of a provosed trip by Carter to

Libya, departing on April 1, and so informed the Embassy in

March. The Atlanta Constitution had carried a story about
this proposed trlp on February 2b 103/

T
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understand the tax consequences of the proposed land ‘

sale. 106/ */ On March l, 1979, Billly Carter closed a‘éeal'
with Kirbo which gave him temporary finéncial respite,i The
real estate parcel was sold fo Carﬁef Farms,’and; ih::;;ﬁrﬁ,‘
Carter Farms assumed the property's mortgage,:paid 6f§‘éilly
Carter's debt to Carter Farms, and‘péid off 6ther creditdrs
of Billy Carter's. *#/ | -

The Inception of the 01l Negotiatlions and Other Events
of Early 1979 o

During the commodities discussions with the Libyan

delegatlon, a conversation with Burki had initiated Billy

#/ On February 24, President Carter noted that he had talked
to ‘-Bert Lance, who was "to visit Billy this coming week, to
encourage him to take care of his health, his finances, and
to stay away from Libya for a while." Lance subsequently .
visited Billy Carter in Americus Hospital; told him that he
needed medical help and that he was in no shape to be off
traveling to Libya, or, for that matter, to any other country;
and may have talked to him about his deteriorating financial
condition, emphasizing that he needed to get well first.

Lance recalls that he probably called President Carter back
after his visit to inform him of it, mentioning that he did
not think Billy Carter would be in a position to make any
trips to Libya, at least in the near future. 107/

##/ The purchase price was $317,583.98. The balance of the
- Poole mortgage of $63,654.16 was assumed by the purchaser,
leaving a balance of $253,929.82. Of this, $166,010.91 went
to paying off Billy Carter's debt to Carter Farms. The rest
went to other creditors.

Concurrently, Billy Carter gave Kirbo an option to
purchase his fifteen percent interest in the warehouse. This
option terminates January, 1981, and has not yet been exer-
cised. The purpose of the option is to simplify matters if
the warehouse were sold to a third party. 108/

B
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Carter's and Coleman's interest in oil dealings. Burki ad-
vised Coleman that Shahati wanted to see Billy Carter in
Rome. 109/ From Bert Lance, Coleman had gotten the name of
a knowledgeable London banker. 110/ */  While Billy Cartér"
was in the ﬁoéﬁiééi; é;iéﬁan, at his direction, traveled'§*’-.
to Rome on Marcﬁmé;}aéééﬁﬁanied by Cheokas. 111/ o

In Rome, thé&'mét'shalouf; he advised that they should
not try to trade in more than one commodity kith the Libyan$,~
and they chose.oii‘becausé it was easliler to deal with and
more lucrative. 112/ Coleman later met with Shalouf aﬁd
Shahati and discussed the possibility of obtaining an oil
allocation. Shahati sald that he could foresee no problems
put would need to return to Libya and check. ;;g/r During
Coleman's meeting with Shahatl, Coleman cailed Syblil Carter,
who called Billy Carter, who called Coleman back, and Billy
Carter and Shahati had a brief conversation. 114/ Coleman |
and Cheokas returned, visiting Greece, then stopping to dis-
cuss the oil business with the London banker recommended by
Lance. l;i/ |

In a move that became important fbr his oil dealings,

Biily Carter malntained contact with Jack McGregor during this

#/ Coleman recalls Lance naming a banker; Lance recalls
mentioning the Bank of Commerce and Credit International.

Fhail
R
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period. McGregor, an old friend of Billy Carter's, */ was
the executive vice president of Carey Energy Corporation,
whose long-standing difficulties with Libya were being:kh
resolved in 1979 through Carey Energy's being acquired by
.Charter 0il, a large conglomerate headquartgredvin"f.;é%;,

Jacksonville, Florida.**/ After the acquisition, McGregor

*#/ Jack McGregor had taken an interest in Billy Carter when
he was Carter's lieutenant in the Marine Corps in the late
1950's. About 1970, after Jimmy Carter was elected Governor
of Georgla, they resumed contact. In January 1979, McGregor
and Ed Carey, the owner of Carey Energy Corp., saw press
accounts of Billy Carter and the Libyan delegation. They
speculated on, but decided against, contacting Billy Carter

to repair their relations with Libya.

¥#/ Carey Energy Corp., together with the Standard 01l
Company of California, had built a refinery in the Bahamas
which was about 50 percent dependent on supplies of Libyan
crude oil. In the early 1970's, Carey withheld payments
from Libya, Libya then withheld all crude, and Libya ulti-
mately brought an action in the Bahamas for liquidation of
Carey. As a resolution of the difficulties, in early 1979,
earnest negotiations began for Charter 01l to acquire Carey.
After an attempt to save Carey by employling the services of
former Senator James Abourezk failed, initial papers for
acqulsition of Carey by Charter Oil were signed in mid-March,
1979. ‘

Allegations have been made in the press that Billy
Carter's oil deal with Charter 01l was engineered by Robert
Vesco as part of a larger scheme to influence the U.S.
government to deliver planes to Libya.

-

The Charter Company, in its statement on contacts wilth
Robert Vesco, and Raymond Mason, Chairman of the Charter
Company, deny that Billy Carter's name was ever brought up
or discussed in conversations with Vesco. 116/ Mason also
denies that Vesco interceded with the Libyans during the
acquisition of Carey Energy, 117 or that Vesco ever received
any fee from Charter. 118 /

Further exploration of this area would be beyond the
scope of this investigation; the Judiclary Subcommittee on
Improvements in Judicial Machinery has been authorized by v
the Committee on the Judiciary to investigate. the Department .
of Justice's handling of various allegations - against ‘the '

‘ Administration-andARobert*Vesco,,and upon receiving the Charter .
Company's statement, this Subcommittee “Asked-that Subcommittee~to .-
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was retalned as a;consultant to Charter 0il. 119/ In‘eafly'
1979, McGregor became coﬁcerned about.Billy Carter's health '
and behavior, and urged him to seek help. They stayedviﬁ;-v“ ' @§
touch during Billy Carter's treatment in Long Beach Navalgfi
Hospital. ;gg/j In one phone conversation during this peiiod,
Billy Carter indicated to McGregor an interest in doing -
business in Libyan oil. 121/
On April 3, President Carter called Billy Carter, and
told him that it would be a mistake and embarrassment for him
to go to Libya any time soon. Billy Carter said it would take
awhile to plan a trip even when he did want to go, and th;t,
he would clear it with President Carter before he made that.
decision. ;gg/ Billy.Carter_urged his brother to meet McGrégor.
That day, President Carter sent Billy Carter a letter, étating :
that a visit to Libya in the near future‘"would create severe
problems for us because of their threats agalnst Sadat and
because they are fighting in Uganda for Idi Amin." In the
letter, the President also noted that he expected to see
McGregor, ;gg/ who was scheduled to participate in a White
House conference on hospital cost containment on April y,
McGregor arrived before the conference's start, met
Phil Wise, and was taken into the Oval Office for a nine-
minute converéation and pilcture-taking session. President
Carter thanked McGregor for helping Billy Carter. McGregor
then offered his opinion that Billy Carter's troubles would

not be over after he left the hospital since he would face

.- = Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9 "



'Y}

Approved For Release 2011/06/27 - CIA-RDPS0-00552R000101000002-9

substantial financial problems and legal expenses from the

Curran investigation.. McGregor suggested the need for a.

legal defense fund for Billy Carter, and offered his help. ¥/ ~ °

President Carter was. pleasant and non-committal. 125/ S

Billy Carter Seeks 01l Deal and Loan

Billy Carter left Long Beach Naval Hospital on .

April 26, 1979 and met McGregor in Washington later the same

day. Billy Carter told McGregor that his income froﬁ ap-
pearances had dried up, that he faced legal expenses from

the Curran investigation, and that he faced mounting debts.

McGregor felt Billy Carter had diminishing possibilities for

obtaining loans. 126/%#%*/ Billy Carter mentioned again that

someday he might be interested in dolng business with the

Libyans in oill. 129/ Billy Carter then returned to Georgila,

where he was a subject of the Curran investigation.¥#*/

*/ Mchegor also discussed a legal defense fund with Wise. 124/

#%/ They explored the idea of forming a legal defense fund,

but Billy Carter was not enthusiastic. 127/
McGregor had approached former Senator James Abourezk,

of his difficulties resulting from pro-Arab statements.

Abourezk, who had met Billy Carter casually. at several social

affalrs, contacted three banks in South Dakota without
success. 128/

###%/ TInquirles by the Department of Justice concerning the
Carter Warehouse began in fall, 1978, and continued through
1979. On March 21, 1979, Attorney General Griffin Bell
appointed Paul Curran as special counsel to investigate the
warehouse finances. Subpoenas were lssued to Billy Carter
and his wife early in May 1979, and on May 19, 1979, Billy
Carter testified before the Curran grand jury. 130/

"thinking that he would be sympathetlc to Billy Carter because

SR
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The Libyans invited Billy Carter to Rome to discuss

the oil dealings about which Coleman had inquired in
March. ;j;j- Apﬁroximately one week prior to leaving;:Billy .
Carter ﬁold leeman that he intended to ask the Libyans»fﬁr -
a $500,000 ldaﬁ% gggff_Billy Carter said that there might be -
"political fallout," but that he needed the money. 133/ In
June, 1973, as refieéted‘by telephone records subpoenaed by
the Subcdﬁﬁittee;'ff Billy Carter and Coleman flew ta Rome
for a weekend. They met Shalouf, Shahati, and Ali el-Houderi,
who was then Shahati's deputy, and who now heads the Libyan
People's Bureau in Washington, D.C. 134/ **/ Shahati told

Billy Carter and Coleman that he foresaw no difficulties ‘with

*/ Pursuant to subpoenas issued by the Subcommittee, varilous
telephone records of subscriber information and long dlstance
toll calls were obtained and analyzed. Records were,made
available for differing periods by separate telephone companies.
Included were records of two home telephones of Bllly Carter
(from July 1979 to July 1980); the home telephone of Randy
Coleman (from September 1978 to July 1980); the telephone at
Horizon Farms, Plains, Georgia, used almost exclusively by
Coleman (from September 1978 to July 1980); the office tele-
phone at the Best Western Motel in Americus, Georgla used
frequently by Billy Carter, Coleman and Jimmy Murray regarding
matters considered in this investigation (from August 1979

to July 1980); the home and office telephones of Jack McGregor
(from January 1980 to July 1980); the office telephones of
Charter Company of Jacksonville, Florida {from November 1979
to December 1979); the office telephone of Thi-Cal Trading
Company, Bakersfield, California, operated by George Belluomini
and Ronald Sprague (January 1978 to July 1980). These records
reflect the fact of a telephone call being placed in which a
connection is made, even though the party being called may
then be unavailable to speak.

¥%*/ Coleman's home telephone was used to call Italy on
June 14. Billy Carter's passport reflects his passing through
U.S. Customs in New York on June 17, 1979.
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an oil deal, so long as certain qualifications were mep.L:/ .
Billy Carter was also told that there should be no problém L
with the loan, and that he would be advised later. 136/ ‘
Finally, Billy Carter was- invited to Libya to attend the
tenth anniversary celebration, which was scheduled fquthe}
followlng Septembéf: B

Upon returning from Rome in June 1979, Billy Carter
contacted McGregor and met him in Washington on June 26}and
27. McGregor testified that Billy Carter told him that he
thought he could get an allocation of Libygn.crude olil
because the Libyans liked him and felt responsiﬁle for the
financial trouble he had incurred as a result of his pro-Arab
statements and Libyan ties. McGregor recalls Billy Carter
stating that the Libyans knew that his paid public appear-
ances and endorsements ceased following the extensivekpublicity
of hls friendship with Libya,‘and that they expected nothing
of him in return, knéwing he had no influence at the White
House. 137/

McGregor suggested several oil companies for which
.Billy Carter could seek oil, including Charter 0il Company,
a subsidiary of the Charter Company. McGregor said that
Libyan crude oll suited Charter's refinery, that he had been

impressed with the way Charter handled the acquisition of

*/ The qualiflcations were: (1) the Libyans would deal
orly with 01l companies directly, not through brokers, so
Billy Carter would have to be pald by the oll company he
represented; (2) the oll company would have to be one that
was approved by the Libyans; and (3) it would have to meet
certain standards to be set. by. the Libyans. 135/ R
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Carey Energy, and that Charter was a southern company .which
nad shown a willingness to take public relations risks. Billy
Carter declded to go with Charter. He informed McGregor~ﬁhat'
he was deallng with Shahati and Houderi, and asked McGregor

to have McGregor's friends at Charter Oil get in touch with
them to confirm their frienaship with him. 138/ */

In July, McGregor called Jack Donnell, Président of -
Charter 011, with the idea of Billy Carter obtaining additional
Libyan oil for Charter. Donnell turned the matter over ta
Lewis Nasife, President of the Charter Crude 0il Company,
another subsidiary of the Charter Company. ;32/ Nasife
checked wiﬁh officials of the Libyan National Oil Company *#*/
and its marketing arm, Brega Marketing, who confirmed that
Billy Carter's chances of getting an oil allocation were
good. ;ﬂg/ Nasife explains that Libyan oil is distributed
through three channels, one of which is through the government
hierarchy for political reasons such as promoting the Libyan
image in other countries. Nasife believes Billy Carter's
allocation would have come through this channel. 141/

| In August, McGregor set up a meeting for August 17 at
Billy Carter's home, attended by Nasife, McGregor, Billy
Carter and Coleman. At the meeting, Billy Carter told Nasife

that he had strong contracts for approximately 100,000 barrels

*/ Hereafter in this report, no distinction is made between
Charter Company and others of its affiliates. They are treated
as one and are referred to as "Charter" or "Charter oil."

®%/  INOC
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per day; and that should Libya embargo oll to the U. S.,‘

Billy Carter's contracts would be an exceptlion to that emp

bargo. 1U2/ He said that this was .a straight business deal,

with any commission to be paid to him in the United States. 143/

Subsequent to the meeting, Nasife sent Billy Carter two

letters dated August 21, 1979, one summarizing their dis-

cusslaons and setting forth the tentative agreement between

Billy Carter and Charter, the other suggesting guidelines

in negotiating the supply agreement with the Libyans. 144/
Meanwhile, in late July, Burki visited Plains and

told Coleman and Roland that Billy Carter's accountant and

lawyer should come to New York to discuss a loan. lﬂi'

Shortly thereafter, on or about August 5, 1979, Billy and

Sybil Carter, Coleman, Roland, and Helen Medlin, an Atlanta

attorney, */ flew to New York; the next day, Coleman, Medlin

and Roland flew to Washington with Burkil and another Libyan. lﬁ_/

There they went to a Washington hotel, where they were intro-

duced by Burki to a Libyan banker named Saudi, and discussed

~a loan for Billy Carter. The discussion lasted fifteen to

thirty minutes. Coleman said that Billy Carter wanted a
$500,000 loan. Medlin recalls saying the loan could not be

made directly by the Lityan government because of Billy Carter's
status as the President'e brother, and because she believed

it would be contrary to U.S. law. The banker asked for a

¥/ Medlin worked for the Atlantza firm of Howard and Gilliland.
Billy Carter had retained Plerre Howard earlier to. represent .
him in the Curran investiaation Billy Carter sought Medlin's - . :
assistance on the 1oar a week or twc before the trip to New Tt
York. 146/ :

- -
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financial statement and a lilst of collateral. Aftef

the meeting, Burki told Medlin negotiatiqns would continue
when Bllly Carter came to Libya at the end of the month.
148/ %/ The group returned to New York, where they met
McGregor, and then to Georgla. 150/ |

Billy Pirst Responds to Justice Department In-
vestigation

The conclusion of the arrangement with Charter Oil
apparenply caused Billy Carter to make hils first response
to the Justice Department investigation. That investiga-
tion had begun in January 1979. In that month, ae noted
above, rnewspapers hed reported that Billy Carter was
hosting a reception for the Libyan delegatlon to Georgla,
and thit there were proposals to form a "Libyan-Arab-
Georglan Friendship Society". The press also described
his trip to Libya in September 1978. These newspaper
stories came to the attention of the Regilstration Unit
of the Internal Security Section in the Criminal Division
of the Department of Justice, which routinely monltors the
news for activities of persons potentially subject to the
registration requirements of the Foreign Agent Registration

Act (FARA). 151/

*/ Coleman told the Libyan banker that Billy Carter wanted
a ten percent loan for five years, with his real estate
as collateral. 149/
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. Based on thdse reports, Joel S. Lisker,‘debdf§@w:
chief of the Internal Secdrity Section and chief Sf?th;“
Registration Unit,; with ‘the approval of his superiors;?*
sent a letter of inquiry to Billy Carter to determine |
whether he ‘was obliged to register as a foreign agent 152/
’Receiving no response, Lisker wrote a second letter
which also wentruhanswered. */  On March 23, 1979,

Lisker called John Parks, an attorney for Carter, who
told him that he had written a proposed reply letter
for Carter, 154/ but Lisker recelved no such letter.

On April 16, 1979, Lisker requested that the Federal
Bureau of'Investigationkinterview five participants in
Billy Carter's 1978 trip to Libya and in the proposed
friendship society. 155/ The FBI conducted the requested

interviews, including one of Coleman and two of Mario

Leanza. 156/ Leanza recalled Billy Carter saying in

*/ It is unclear when he learned of the inquiry letters.
Receipts for the letters were signed by Coleman and by
Frances Irlbeck, Billy Carter's secretary, who in the
ordinary course of business gave such letters to Sybil
Carter. Billly Carter does not recall receiving the
letters. However, the Justice Department inquiry had
been made public the day after 1t began, January 13, and an
allusion to the inquiry letters, partially confused with
the simultaneous Curran investigation, was made by the
host in an interview of Billy Carter on "Good Morning
America" on February 7, 1979. 153/
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Libya that he would help the Libyans get airplane
deliveries from the United States, 157/ and this
became the focus of Lisker's subsequent invest;gatioﬁ;
No intervilewee mentioned any prospect of Lib&an financial
aid to Billy Carter, or oil deais,'ofnény othér_deals_. f
invelving Billy Carter, and Lisker's investigation did
not go into Billy Carter's filnances. l§§/ Following
these interviews, Lisker inquired at the Department |
of State beginning August 31, and then at fheADepartﬁent
of Commerce about deliveries of planes to Libya. His
inquiries continued through April, 1980. Lisker was
told by the Department of State that it had nét been
influenced or contacted by Billy Carterf Lisker con-
cluded from government records and interviews-that
there were no indications‘Billy Carter had influenced
the executive branch's decision-making on planes for
Libya. 159/

During McGregor's meeting with Billy Carter on
June 26, McGregor asked if he had received Justice Depart-
ment foreign agent inquiry letters. When Billy Carter
.saild he had, McGregor suggested he have his lawyers
send a letter to the Justice Department, and Billy Carter
responded positively. On August 20, 1979, three'days

after Billy Carter concluded his arrangement with Charter
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0il, he wrote the Registration Unit that he was "now
consildering whether to take certain actions which~might
require my registration‘as an agent for another go#ernf
ment," and that he waﬁted registration forms. Liskef'

sent him forms but Carter did not respond. 160[
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Sensitivity in the White House About Billy Carter's ‘
Libyan Connection '

As discussed above, during the visit of the Libyan dele-
gation, Preéident Carter had publicly'disassociated himself |
from certalin controvérsial ctatements made by Billy Carter,
and from February to April, Presldent Carter had ﬁade various
efforts to dissuade Bllly Carter from making a second trip
to Libya, During spring and summer of 1979, there were
indications of sensitivity by some 1n the White House about
Billy Carter's Libya-related activity. 161/

One area of sensitivity was that of aircraft for Libya.
In February 1979, Libyan troops had been observed in Uganda
supporting Idi Amin's army in fighting against the Tanzanlans
and anti-Amin forces. Libya had used some of the C-130's
acquired before the 1973 ban and some of the Boeing T727's
owned by Libyan Arab Airlines to move supplies and possibly
as many as 1,500 troops. These planes were also used in
evacuating some of the 400 to 500 Libyan troops who were
wounded in the fighting. ¥/ 162/

As a corollary to the November 2, 1978 decision to allow
sales of 727's to Libya, the Commerce Department in early
January 1979 granted Boelng a license to export three Boeing

747 aircraft to Libya. Thils export was not expected to take.

% There 1s no evidence that two 727's sold in 1978, which were
the only two planes for which the Libyans had given specific
assurances on non-military use, were used in this airlift.
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place until 1980. Under Secretary of State for Political
Affairs David Newsom testified that when reports of Libya's
military use of T727's were confirmed, "it left the Stete&"
Department with no alternative but to regard the T47's for
Libya then being manufactured as having '‘potential significant
military application.'" 163/

Vance and Deputy Secretary of State Warren Christopher
indicate, as reported in the August 4 report,"that in their
deliberations concerning the export of 747's there was ho indi-
cation that Billy Carter was a factor one way or the other in the
formulation of White House views on this matter and tﬁat the
export permission was denied solely for policy reasons unrelated
to Billy‘Carter." 164/ Brzezinski states that "at no time
was my attitude on U.S. policy toward Libya affected, 1n any
dipection, by Billy Carter's activities." 165/

Although policy considerations were ultimately deeisive,
two Commerce Department officials expressed opinions, as
reported in the August 4 report, that there was concern in some
‘quarters in the White House that allowing export of the T4T7's
would erroneously be attributed to Billy Carter. A contem-
poraneous Commerce Department document states that "Secretary
Vance 1s also under pressure from the White House to take
punitive action against Libya because of the use of U.S. origin
aircraft in the Uganda operation, and because of the charge
that licenses for Boeing 727's and T47's were approved

through Billy Carter's influence." 166/

Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000003.9 =~~~ 7=



o e

Approved For Release 2011/09/57 - GIA-RDPS0-00552R000101000002:0

In addition, the White House's sensitivity about Billy
Carter's Libyan relationship was reflected after the announcement
of his second trip to Libya As noted above, during his: Jane.
trip to Rome */ he had been invited to visit Libya during 1ts
tenth anniversary celebration of the September revolution.

On July 16, 1979, he announced in a television appearance
that he intended to visit Libya. 168/ |

A White House memorandum of July i7, 1979 to Brzezinskil
from his aide, Robert Gates, indicates that Billy Carter's plan
to visit Libya again had come to the attention of Susan Clough,
the President's secretary, whose conversations with Jody Powell
and Gates about the trip were reflected in the memorandum. ¥¥*/
169/

According to the Gates memorandum, Clough and Jody Powell,
the President's Press Secretary, were both "very worried"
about "adverse publicity." Clough requested that Brzezinskil
"send a memorandum to State (which has heard about the trip and
is already questioning how to treat Billy) telling them to
treat it strictly as a vislt by a private citizen and to extend
only such assistance as 1s consistent with such a trip." 171/

A memorandum to the Department of State was signed by Bréezinski,

advising that the State Department and U.S. Embassies should

treat Billy Carter's trip as a private one. 172/ On Beard's

¥/ Coleman recalls first hearing of that invitation several
Tmonths later. 167/

iﬁ/ Neither Clough nor Powell have any recollection of the
‘matter.. 170/ _ ) ‘ e
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instruction, Roy communicated to the Embassy in Tripoli that he
had received informal but authoritative guidance from the White
House that the upcoming trip was to'be regarded as a privaté
visit, and that the Department should maintain a low profile.
1y

Gates recalls that Clough wished to have a copy of the
Brzezinski memorandum to give to Powell for use with the press.
Gates also had the impression that the President was unaware
of Billy Carter's intentions, and Gates suggested in his memor-
andum to Brzezinski that Brzezinski propose a joint recommen-
dation from himself, Clough and Powell to President Carter that
he try to dissuade Billy Carter. 174/ Brzezinski did not act
on Gates' suggestion. |

Billy Carter's Second Trip to Libya and Pre-November
Dealings

In late August, Billy Carter traveled to Libya, to attend

the tenth anniversary celebration of the September 1, 1969
revolution that brdught Qadhafi to power.' He was accompanied
by his wife, his son Buddy Carter, Jimmy Murray and his wife,
and several friends, and was joined later by Coleman. 175/ Billy
Carter met with Shahati and gave him the August 21, 1979 letter
of agreement with Charter telling him that Charter 0il would be
the company he represented. Shahati thought Carter would be all

right. */

¥ Billy Carter passed that news tO McGregor in a telephone con-
versation while he was still in Libya, as refelcted in Billy
Carter's home telephone records, which show a call to Jack e
-MCGregog's nome on September 11 and a call to Libya on. September .
12. 176/ - , .
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During his stay; Billy Carter attended various ceremenies.
He recalls Frank Terpil, currently under indictment for fire-
arms violations, interpreting for him at a military parade.;
Billy Car;er ‘was photographed in the company of terrorist o
leaders and a number of representatives of radical governments.
176a/ Billy Carter stayed the last two weeks specifically to
see Qadhafi but he never saw Qadhafi. While in Libya, Billy
Carter also saw the American Chargé, Eagleton, several times
and was his guest on a social occasion. 177/

After three weeks in Libya */ Billy Carter returned to the
United States. When he arrived, he called McGregor to tell him
that the oil deal was "going along pretty good." 178/ Telephone
records suggest, however, that after an immediate round of tele-
phone calls to McGregor there was little or no activity with
regard to the oil deal until after the Iranian hostage crisis
began. **/ On October 23, Billy Carter and Coleman went to
New York City for Billy Carter to appear the next day on the
"Today Show." 179/

While in New York City, Billy Carter and Coleman met with
Mansur Kikhia, then U.N. Ambassador from Libya, who "had
expressed a desire to talk to [carter]." 180/ Kikhia

mentioned an article that had appeared in the New York Times

%/ Billy Carter's passport indicates he arrived August 28 and
left September 18

**%/ McGregor was called from Billy Carter's home telephone twice
on September 28, and from the Best Western Motel office telephone,
which Billy Carter often used, on Octobter 1, 1973. The next
~calls to McGregor and Charter O1l appear “ovember 28 and 30,
respectively. ‘ : T T
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on October 1, 181/ written by William Safire, connecting him
and John White, Democratic Party Chairman, at a’meeting in
Washington. */ Kikhia was extremely upset that the aﬁticle
might embarrass White. Kikhia wanted Billy Carter to convey
to the}President, if hé WOuld, that Kikhia would apoiogize if
the article embarrassed the Administration. Kikhia said that
his meeting with}White had been a chance meeting af a motei,
terrace in Washington. 182/ | |

From New York City, Billy Carter and Coleman went to
Washington,‘where they went to the Libyan Embassy and met with
Dr. Alil Ei-Houderi,»head of the Libyan People's Bureau in the
U.S.; who was the only Libyan in the U.S. with whom Billy Carter
had contact on both the oil and the loan deals. 183/ During
that time, Billy Carter believed that Libya would let oil.
contracts in January, and he recalls pursulng that matter at that
time, ;§ﬂ/ and specifically recalls discussing both deals with
Houderi, who saild they were coming along all right. 185/

Following their return from Washington, Billy Carter or
poleman apparently remained in touch with the Libyan Embassy
in Washington in late October. In November, they also may have

glven some consideration to a continuing effort to arrange a

#/ As reported in that article and elsewhere, a grand jury in
New York has been investigating an alleged Libyan bribery scheme
in which a meeting between Whlto and &ikhla in Washington played
a significant ol° ' . 9

R Y]
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commodities deal with Libya.*/

White House Aware of Justice Department Investigation
During fall 1979, prior to the Iranilan hostage crisis, the
White House had learned, through the State Department, of devel-
opments regarding Billy Carter. Thomas Beard, who had brought
word of Billy Carter's first trip to Libya from the State Depart-
ment to the White House staff, did the same for his second trip to
Libya in September 1979. Also on August 31, Lisker contacted
the State Department seeking documents about Libyan alrcraft
sales and on September 4, W. Alan Roy, the Libyan desk officer at
the State Department, told thls to Beard. *#/ A memorandum from
Newsom to Ghristopher dated August 31, 1979,.drafted by an unknown
person, suggests an earlier contact and suggests the White House
first brdached the subject and gave instructions:
Subsequent to the Justice request, Tom Beard of
the White House staff contacted NEA (Near East-South
Asian Bureau) concerning Carter's present trip to
Libya. Beard stated that a Justice request for
documents involving Carter would probably be
forthcoming and inquired concerning information on

file. Informed that NEA was aware of no information
of a negative nature, Beard advised that the

*/ As dilscussed above, early in 1979 Schwind and Coleman had dis-
cussed a commodities deal with the Libyans. While in Libya in
September 1979, Coleman had had Schwind send a telex to the Libyan
Foreign Liaison Office in Tripoli concerning Gold-Kist's ability
to supply agricultural commodities. 186/ - Schwind attempted to
asstst Bllly Carter and Coleman in a November 1979 sale of Moslem-
killed poultry through a London broker to Arab countries but

prices were too high and adequate quantities could not be obtained.
;§1/ Telephone records suggest that these efforts continued from
August to November 15 but then subsided.

*%/ Beard recalls the conversation; Roy confirms Beard's account
and dates 1t at September 4.

Approved For Release 2011/09/27 CIA-RDP90-00552R00.0101(506002-'9 -



- Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9

44

Department should follow routine procedures'f“', _ .
in this case.. , _

From the FBI interviews in spring and summer, 1979{J'
the Justice Department had learned that Shalouf brought a
gold-mounted saddle to the United States with the stated
1nténtion of giving it to President Carter. The Libyans had
given a silver-mounted saddle to his brother. On August 29,
1979, Lisker called the White House gifts unlt to ask if such . g}
a saddle had been received, and was told 1t had not. 188/ |
On Septembef 19, a more formal inquiry letter was sent to Lloyd
Cutler, as Counsel to the President. Cutler forwarded the
Justice Department letter to Michael Cardozo, Deputy Counsel. ;gg/
Cardozo instituted two lines of inquiry within the White House
prior to preparing his response. First, he inquired of Clough,
who checked with President Carter by sending him an inquiry
note. 190/ President Carter wrote "no" on the note, and Clough
told Cardozo. Cardozo also inquired of the White House gifts
unit and learned there were no records of receipt during the
-Carter Administration of any gift from Libya. On October 16,
Cardozo wrote the Justice Department a letter advising that there
was no record of such a gift. 191/ Further investigations by the
Justiée Department traced the saddle only to delivery to the

Libyan Embassy in Washington. 192/

.
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Although U.S. relations with Libya were at a low
ebb, on June 17, Under Secretary Newsom.met with -
Major Jallud, Qadhafi's deputy in Tripoli. The frank-
ness of the meeting, despite the absence of tangible
results, encouraged further contacts in October. Then
Vance met with Libyan Forelign Secretary Turayki on
October 3 at the U.N. General Assembly to discuss
U.S.-Lilbyan relations. Vance and Turayki agreed
that discussions between the two countries should
continue and, later in the month, designated Newsom
and Kikhia, respectively, as the points of contact.
During the last week in October, around the time
when Kikhia met with Bllly Carter, Newsom arranged

to meet with Kikhia on November 8. 193/

.
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Situation on Eve of Hostage Crisis

Thus, on the eve of the Iranian hostage crisis,1
Billy Carter had been discussing business with the Libyans
at many meetings in the previous year without closing the
deal in commodities or oil that had seemed close but was
always out of reach. Since June, he had been discussing
a loan deal with the Libyans, which would relieve his
pressed financial condition. His discussions on these
subjects had been with the highest ranking Libyan diplo-
mats deeling with the U.S., particularly Shahati, Houderi, b
and Kikhia. The imperfect but objective evidence of
telephone records suggests that oil negotiations had
become qulescent. |

Important Libyan officials had devoted considerable
time to cultivating the relationship with Billy Carter,
although no evidence has been found that he had done
anything concretely useful for them. In October, according
to his testimony, their U.N. Ambassador»gave him a message
about the John White matter to be conveyed to President
Carter.

'In January 1979, the Administration had been
embarrassed by Billy Carter's controversial statements
while hosting the Libyans, from which President Carter
had had to disassociate himself publicly. In February,

March, and April, President Carter mad tried to dissuade
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his brother from a second trip to Libya; ultimately,
Billy Carter had nonetheless gone back to Libya.
During that same period, Billy Carter's Libyan
relationship.was undoubtedly an irritant in the
export license decisionmalking precess. In August,
the White House ﬁonitored that second trip, and was
aware of the Justice Department's investigative
inquiries at the State Department and the White

House gifts unit.

~
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II. THE MIDDLE PERIOD: HOSTAGES, OIL, PAYMENTS AND
INTELLIGENCE »

The Hostage Crisis

On November 4, 1979, Iranian militants seized the
U.S. Embassy in Teheran and took 65 American hostages,»vw
confronting the Unlted States with an hlStOIlC challenge;”
The Administration immediately undertook an international
campaign to mobiliig world public opinion and "generate
pressure on behalf of the safety and, if possible, the
release of the hostages.” 1/ 'Despite anti-American demonstrations,
some violent, in other Islamic countries, the United States
sought the support of Islamic countries in this effort.

According to State Department officials and the
National Security Council staff, the appeals to the Islamic
countries included efforts to have Libya "join in with all
the other voices" opposed to the hostage-taking. 2/ on
November 8, four days after the seizure, Undersecretary
Newsom met with Libya's U.N. Ambassador Kikhia in New York
and requested Libya's support. However, while Libyan
officials offered private expressions of disagreement with
‘ the hostage-taking, public messages from Tripoli continued
to support the Iranian militants. 3/ |

On November 15, Libya's Foreign Minister Turayki
publicly urged other Moslem nations to boycott trade with
the United States to protest the freeze on Iranian assets.

Undersecretary Newsom condemned such statements when he

— T
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spoké with Libyan Ambassador Kikhia again on November 16. 4/

On November 17, 18 and'19; Charge Eagleton conveyed a éimilar

message to Libyan officials in Tripoli 5/ and recommended )
that Libya's Charge, Houderi, be called in "at a fairly |

high level" to hear a similar message.»ﬁ/ *

Billy Carter is Contacted

The President 3/ and Dr. Brzezinski 10/ recall
during the third week of November First Lady Roéalynn Carter
sought Billy Carter's assistance on the hostage issue. The
First Lady recalls making a telephone call from Camp iNavid
to Billy Carter the evening of November 19, 1976. As stated
in White House Counsel's letter to Subcommittee Counsel of
September 29, 1980,

{hler recollection of the conversation is that

she asked Billy whether he thought that his

Libyan friends might of of help in connection

with the release of the American hostages in

Tehran. Her recollection is that Billy Carter

replied that he thought the Libyans might be

of help.

Billy Carter's recollection of the conversation is that

Rosalynn Carter "asked me did I think I might talk to some

*/ . A cable with this recommendation was received at State

"By Under Secretary Newsom and the Bureau of Near Eastern

and South Asian Affairs. According to Newsom, he had already

spoken with Ambassador Kikhia in New York. Inasmuch as

Newsom had already approached Kikhia and there had been

three different approaches in Tripoli, Newsom concluded

that "the message had gotten home" and thus no specific

action with respect to Eagleton's recommendations was necessary. 1/
At this time, State Department officials had met on

several occasions with Houderi and had developed a "good

working relationship." =

* Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9



Approved For Release 2011/06/27 - CIA-RDP30-00559R000101000002-9

50

of my friends in Libya about helping with the U.S. hosééges

in Iran and I said Yes‘and that was‘baéically the conQeféaEion;" 11/ */

The First Lady informed the President of this conversatién ‘ .

either that evening or the next morning and suggeSted'that'~. -

Billy Carter's Libyan»friehds might be helpful in the hostage

situation. On the morning of November 20, thékfrésident A '

asked Brzezinski to explore this further with Billy Carter. 13/ **/
Early the morning of the 20th, before tﬁe Presidehtﬁ

talked to Brzezinski, Billy Carter drove from home to the

Best Western Motel, from whence he called the LibYan

Embassy but was unable to reach Houderi. The motel

office phone was immediately used to call the White

House. li/ i:i/ The President made his call to Brzezihski

*/ While the First Lady's logs do not contain an entry for
a November 19 call to Billy Carter, white House records
reflect a call_from Camp David to Billy Carter's residence

at 10:57 p.m. =%

*x/ Brzezinski was not clear whether the First Lady actually
asked Billy Carter to arrange for a meeting with Libyan
officials. Brzezinski also testified that he did not "involve”
Billy Carter in the hostage situation because by the time

he contacted Billy Carter, Billy Carter was already involved. 14/
***/ Best Western telephone records reflect a 9:40 a.m.

‘Zall to the Libyan Embassy and a seven-minute call at 9:45

to the White House from the office telephone. White House
counsel advise that they have no record indicating to whom

the call was made or whether it was completed. :
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from Camp David at: 10:21 a.m. ‘that morning, 16/ According
to Brzézihski, the President said "that Mrs; Carter had

asked Billy Carter if Libya could be helpful on the hostage'A
issue, and asked me to follow-up with Billy." 17/ white
House recoids also show a call from Cémp David to the Besév
Western & few minutes later, at 10:29 a.m. The Subcommittee
was unable to identify either the White House recipient of
the Best Western call or the Camp David caller to Billy
Carter. ¥/ Billy Carter then unsuccessfully tried to reach
Houderi for a second time at 10:42 a.m. **/

As & result of his conversation with the President,
Brzezinski called Billy Carter at 10:50 a.m. "to ask him if
he could somehow be heipful in getting Libya to take a more
constfuctive posture on the hostage issue. I asked if he
knew Houderi, and I said that I would be happy‘to meet
Houderi personally to discuss the importance of Libya disassociating
itself from the kidnapping."lQ_/ Subsequently, the White
House was called again and a third unsuccessful attempt to

. *
reach Houderi was made. ***/

*/., Billy Carter has some recollection that he spoke with Ros 1yng
Tarter on the morning of the 20th, although he could not reca the

conversation. 18/ wWhite House counsel have advised counsel for
the Subcommittee that the call was placed by someone other than
the President, and that the President's logs do not show a call
by him to the Best Western Motel office or to Billy Carter on

November 20.
**/ Best Western records.

.*xx*/ Best Western records. In addition to the calls from
Rosalynn Carter and Brzezinski described in the President's
Report, Billy Carter may have had three additional conversations
with someone at the White House or Camp David on the morning

of November 20.
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Arriving in Washlngton late that afternoon, Bllly Carter
proceeded directly to the living quarters of the Whlte House,
and called Brzezinski's office to leave word of his arrlval 28/ f”
When Brzezinski returned-the call, */ Billy Carter said
that he would be glad to help but "wanted to speak to Seéretary
(of State) Vance and get his permission" before he ”get'.
involved between two governments." 22/ Brzezinski subseéuently
called Vance to inform him that "a contact w1th the Libyans
through Billy Carter was being explored n 23/ He recalls
Vance commentlng that this initiative "might well be worth
a try." 24/ <vance also remembers talking briefly with
Brzezinski, but recalls expressing skepticism about the
prospects of using Billy, but indicating that he would not
object. 25/

At Brzezinski's request, Vance called Billy Carter
at the White House residence on November 20 and indicated,
in a brief conversatien, that the State Department would
have no objection to his contacting the Libyans and urging
their support for the release of the American hostages. 26/

Billy Carter says Vance "told me I could talk to them. I
would not say he gave me a green light. He said it was

fine with them, so I set up an intreduction.” 27/ Billy
Carter again tried to reach Houderi and this time learned

that Houderi was not in town, and would return the following

*/ Brzezinski's telephone records document a 5:33 p.m.
call to Billy Carter.

Approved For Release 2011/09/27 : CIA-RDPS0-00552R000101000002-9




=« Approved For Release 2011/06/27 - CiA-RDP0-00552R000101000002-9
53

week. Billy Carter then informed Brzezinski that a meeting
would be possible the following week. 28/ *

Before returning to Georgia on November 20, 1979,
Billy Carter saw the President when he returned'fioﬁ Camp‘
David. The President's dictated noteAdf November 20 states;
"Billy was at the White House, having come‘up at Zbig's”
invitatiqn.A I told him and Zbig to get together and discuss
what méséﬁge we might pass on‘to the Libyans." 30/ Billy
Carter recalls thatvthe President also called him the following
evening, November 21, 1979, "to see ii everything was all
right." il/ ¥*/ oOn November 22; during the week intervening
between the White House approach to Billy Carter and the
subsequent meeting, the Libyan Foreign Secretariat issued a
formal statement that "in our view the hostages should be
released.” 32/ Two days later the U.S. Charge was
summoned to the Foreign Minstry in Tripoli and told that

the November 22 statement was official Libyan policy

*/ Brzezinski's telephone logs reflect a 7:43 a.m. call
from Billy Carter and a 7:44 p.m. call to Secretary Vance.
Coleman was also trying to locate Houderi. 29/ coleman's
telephone records show an 8:06 p.m. call to the Embassy and
an 8:08 p.m. call to an embassy employee, Mohammed Tarhuni,
in"Alexandria, Virginia.

**/ White House records indicate a call from Camp David to
BIlly Carter's home on November 21, 1979. White House
counsel has advised counsel for the Subcommittee by letter
of September 29, 1980 that the President's telephone logs
indicate that the President called Sybil Carter.
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and that Libya would try to use its good offices to seek

the release of the hostages. 33/ since neither Billy Carter
nor Brzezinski had spoken to Houderi or any other Libyan -
official about the hostage situation before November 22,
there is no reason to believe that these Libyan statements
were the result of the decision to use Billy Carter in the
hostagé.matter.

Brzezinski was aware of Newsom's and Eagleton's
contacts with the Libyans 34/ pbut neither he nor, apparently,
anyone else at the White House involved in using Billy
Carter discussed the State Department initiatives with the
officials involved. 35/

Both Brzezinski and the President have described
their views regarding efforts to aid the hostages at the
time the White House approached Billy Carter on November 20,
1979. Brzezinski states "we all felt strongly that we owed
it to the hostages to try every conventional and unconventional
approach, even if there were only a slim possibility of
success." 36/ The President similarly asserts that

my major preoccupation was the release of the

hostages, and I was ready to try any channel

that could help us reach this goal. The

Muslim community places great importance on

family ties, and I believed that a request

arranged with Billy's participation would be

regarded as coming more directly from the

President and might supplement the efforts

already being made through normal State

Department channels. I recognized there was a

risk of criticism in asking Billy to help but
I decided to take the risk.

Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9




Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9

Brzezinski conceded that the use of Billy Carter was not
the product of.otherwise inadequate lines of communication
to Houderi. 38/ | |
At the time of the November 20 approach to‘Billy ' | -
Carter, ézzezinski was aware of Billy Carter's Libyan visité,_ |
of his hosting bf a Libyan delegation énd of the Department
of Justice FARA investigation.. "We had knowledge that
Billy was seen as a friend to them, perhaps éxcessively
friendly .,.." 39/ As early as January and September
1979, Brzezinski "had a general knowledge of some controversy
on the subject, including élaims by some columnists that |
Billy Carter was an aéent, and Billy Carter's statement to

the effect that he wasn't, and he felt that he shouldn't.

have to register"”. gg/ */ Brzezinski had been informed of

*/ Brzezinski did not recall having seen a memorandum,
dated January 26, 1979, from Captain Gary Sick of the NSC
staff reporting an account of a conversation in which Billy
Carter was urged by an acquaintance to register as a Libyan
agent. During his testimony, Brzezinski questioned the
significance of this memorandum which:

involves a report to me by a member of my staff

that a member of the State Department reported to

him that a registered Israeli agent reported to

the Department of State officer that he had said

to Billy that he ought to register as an agent,

and Billy responded that he should. I did not

consider that exactly to be first-hand information. 41/
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Wwhite House staff conce:né about Billy Carter’'s Libyan'"
activities in a memorandum from his special assistant in
July 1979. 42/ Brzezinski denies having had any knowleége‘
about Billy Carter‘s financial situation or financial oveftures
to the Libyans. 43/ The President knew abouﬁVBiliy Carter's
Libyan relationship */ and has been aware of his brother's
bad financial éircumsﬁances since early in 1979.

The Subcommittee found no eQidence that the possibilities
that Billy Carter was a foreign agent and tha; he had a |
financiai relationship with Libya were considered in deciding

to use Billy Carter in the hostage matter. Furthermore,

*/ The President's knowledge of this relationship at this
time is stated in White House counsel's letter of September 29,
1980, as follows:

As of November 20, 1979, the President knew that
Billy Carter had visited Libya on two occasions and
had been a host at a reception in Atlanta for a
Libyan Trade Mission that had visited the United
States in January 1979. He may also have known that
Billy Carter had arranged for a Libyan official to
appear on a morning television show and had performed
other public relations functions in connection with
the Trade Mission's visit. He was also aware of

. press reports that the Department of Justice had
initiated an investigation as to whether Billy Carter
was obligated to register under the Foreign Agents
Registration Act. He did@ not know of Billy Carter's
efforts to obtain a loan from the Libyan Government,
nor did he know of any business dealings between
Billy Carter and Libya, including specifically,

Billy Carter's efforts to obtain an increased allocation
of Libyan oil for an American oil company or such
efforts as he may have pursued in the commodities

field.
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neither Brzezinski nor anyone else at the White House during

the week between November 20 and 27 sought additional information
concerning the nature of Billy Carter's relationship or |
possible fimaneial arrangements with the Libyans, either

from intelligence agencies or from others at the White

House, the Department of Justice, the State Department or

from Billy Carter hihself.

NQvembe: 27 Meetigg

On November 26, Billy Carter and Coleman began driving
to Washington. Along the way, they telephoned the Libyan
Embassy and requested a meeting with Houderi the following
day. */ dpbn their arrival on November 27, Billy Carter»
and Coleman went directly to the Libyan Embassy. There,
they met with Houderi and, after a general conversation,
Billy Carter asked if Houder? would "meet with Dr. Brzezinski
about the Iran hostages."” 44/ Houderi said he would have
to check with his government. The two Georgians then went
to the White House living quarters and Billy Carter called
Brzezinski's secretary to announce his arrival. Houdéri
later called to say that he would be available that afternoon, 45/

and Billy Carter informed Brzezinski the meeting was set.

*/ A five-minute call at 3:43 p.m. was charged to Billy

Carter's telephone from Jonesbora, Georgia, an Atlanta
suburb.
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Billy Carter recalls'tﬁat Brzezinski séid the meeting would
be at 4:30 and he "would like me to attend." 48/

Billy Carter~énd Céleman */ met Houderi in the Qaiting
room and the thréé bro&eédédifd Brzezinski's office forkthe
meeting. QZ/JVThe méétihé lasi.ed about twenty minutes. 21/
Brzezinski, Biily Cérier and Colemén agree that the meétiﬁg
was informal and general. Brzezinski and Houderi discussed
their nutual university ties to New York, and Brzezinski
then asked Houderi for Libyan help in securing the release
of the American hostages. 54/ Billy Carter does not recall
that Houderi asked for any favors from the United States,

or that Brzezinski discussed any possible U.S. policy

*/ There was some variance in testimony concerning Coleman's
attendance at the meeting. Apparently Brzezinski had never
heard of Coleman and was unaware that Billy Carter had
invited him to the meeting. Brzezinski was surprised to

see Coleman, but "([s]lince this was a session in which an
outside party was already present," he did not want to
create a social scene. 2L Brzezinski also testified that
Billy Carter identified Coleman as his associate but "I had
no idea... Randy Coleman was a business associate...."
(emphasis supplied.) 48/ Billy Carter wanted Coleman
_included in the meeting "as a witness" 22/ because it would
be best to have "somebody there in case I was doing something
illegal." 20

Coleman recalls that "when we met Dr. Brzezinski at
the door ... he didn't want to let me in and Billy said I
could come in or something. Dr. Brzezinski wanted to know
who I was and was I concerned in this ... and I think Billy
made the statement that 'he is with me' ...." 51
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changes. 33/ However, Coleman stated that Brzezinski told
Houderi

{tlhat any differences of opinion could be
discussed maybe at a later date. Mr. Brzezinski
even gave him his phone number and told him to
please be in touch with him if they were able
to do anything with the hostages and if he had
any problems that he felt like that they
should start talking about face to face in the

- near future. 36/ :

Brzezinski believes he expressed hope that U.S.-Libyan
relations would improve and said that he would be available
to Houderi if Houderi had anything further to say. 37/

Ngither Billy Carter nor Coleman took an active part
in the session. Although Coleman recalls Houderi taking
notes, 58/ Brzezinski neither took notes nor recorded by
memorandum what he termed a "primarily exploratory” conversation. 39/

Brzezinski described the purpose of the meeting:

It was to underline to Mr. El-Houderi that

which had been communicated first to all

privately to the Libyans by the Department of

State, and secondly, to underline to him that

which was known more publicly, namely that

this was a matter of the highest importance,

ohe to which this country was attaching great

significance, one which the President was

deeply and personally involved in. 80

He also chéracterized the meeting as "peripheral" and "not

Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9 -~~~



»

Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9

a terribly important initiative" among the efforts to release
the hostages. 61/ */

After the meeting, about dinner time, Billy Carter
saw the President and spoke about the meeting. Billy Carter
recalls saying only that the meeting with Houderi had occurred
and was a good one, without discussing Libya or the hostage
crisis. The President's dictated note of November 27 gives
a more detailed account of the meeting, which may have come
from Brzezinski. 64/ The President writes:

Billy had the Libyans' Charge come over to

meet with Zbig. The meeting was a very good

one. I think for the first time the Libyans

have ever been in the White House since I've

been here. They promised to do everything

.possible with the students and with Khomeini

to get the hostages released. We told them

that we would like to have better relationships

with the Libyans and with the government

itself. /

Although the meeting was not "private" and was an
"essentially semi-public” session, 8/ Brzezinski apparently

did not inform others on the NSC staff about it. QZ/ Other

*/ Brzezinski also testified that "[t]o me this activity

-was marginal at best. To him [Billy Carter] it was his

first and I suspect only venture into international diplomacy,
and therefore it probably loomed somew?at larger on the ‘
scale of things for him than for me." 62/ According to
Libyan experts consulted by the Subcommittee staff, the
Libyans would perceive Billy Carter as having some entree

to the powerful in the U.S. by virtue of the presence of
Billy Carter and Coleman at the November 27 meeting. 2=
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than his general conversation with Vance on November 20
about possibly using BilI& Carter as a go-between, Brzezinski

did not inform the State Department. */ Apparently, Brzezinski

ot

discussed Billy Carter's efforts only with the President,]'_
probably during'a morning briefing on November 28. 10/ **/

Thp Staté Department, however, learned of the November 27 .
meeting on November 29 when Charge Eagletonicabled Qadhafi's
response to Brzezinski's November 27 message, 72/ ***/ and
when Libyan Desk Officer Roy visited Houderi at the Embassy.
Neither Houmderi nor Qadhafi, however, mentioned Billy Carter's
role in and attendance at the meeting to State Department |
officials. These officials and members of the NSC staff

remained ignorant of Billy Carter's and Coleman's presence

*/ Although Brzezinski has no specific recollection, he
testified that he was confident because of his usual practice
that he informed Vance after the meeting. 68/ vance has no
recollection of being informed. -

**/ Por example, Jody Powell participated in meetings and
discussions of the hostage situation in November and December
1979 but does not recall bein? aware of Billy Carter's role
in the November 27 meeting. 71/

**%/ The cable related Qadhafi's expressed desire for closer
U.5.-Libyan relations; his opposition to the hostage-taking;
his observation that the Libyans had already intervened

with the Iranians; and his cooperation in having sent a
Libyan delegation to meet directly with Khomeini. The NSC
staff also received the Eagleton cable. 73
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at the meeting until their participation was reported in
the press. X/ 14/

The evening of November 27, after the meeting, Houderi
picked up ﬁilly Carter and Colemanvat the White House and |
the three dined together. 77/ The following day, Noveﬁber
28, a series of calls to Jack McGregor, Charter 0il, and
the Libyan EmbaSsy began. **/ As Billy Carter and Coleman
drove through Virginia to Georgia, they placed two calls to
McGregor, the second having a six-minute duration. *xr/

Billy Carter denies telling McGregor of the Houderi—Brzezinski
meeting. 81/ rThe purpose of the calls, according to McGrégor,
was to urge McGregor to reach Lewis Nasife at CharterAOil

and have him contact Houderi for assurances that Billy

Carter would receive extra oil allocations. §Z/

*/ Although he does not recall it, it appears that Phillip
Wise knew of Billy Carter's and Coleman's involvement in
the November 27 meeting. 73 Coleman remembers Wise asking
Coleman and Billy Carter what they were doing in the White
House on November 27. "I told him that we were setting up
a meeting with the Libyan government and Mr. Brzezinski,
and he said, 'I don't want to know anything about_it.' and
he turned around and walked back in his office.”" 2

**/ Between Billy Carter's and Coleman's October 24 meetings
with Kikhia in New York and Houderi in Washington in mid-
November, Best Western and Horizon Farms telephone records
reflect nine calls to the Libyan Embassy.

***/ The McGregor calls are the first appearing on telephone

Tecords of Carter, Coleman and the Best Western since October 1.
The dramatic increase in phone contacts is illustrated

by comparing this period with preceding months. A review

of Billy Carter's, Coleman's and the Best Western office's

telephone records reflects two August, 1979 calls to Jack

McGregor contemporaneous with Billy Carter's August 17

meeting with Nasife. One call was made to Charter 0il when

Nasife prepared a letter memorializing this meeting. In
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McGregor and the Libyan Embassy were each called
from the Best Western office on November 29. On November 30,
Billy Carter's and Coleman's telephone contacts began with"
a call to the Washington office of Charter Oil at 9:40 o

a.m. ¥/ followed almost immediately by a‘call to McGregor's

*-**/

residence **/ and a call to Dr. Brzezinski.

(Continuation of ***/ on previous page) .
September, McGregor was called once while Billy Carter was

in Libya (from the Best Western, September 11, 1979) and

three times after Billy Carter and Coleman returned. In
October, there was a single call to McGregor from the Best
Western and none to Charter Oil. Thereafter, the Subcommittee
found no evidence of any calls to McGregor until November 28.
The first call to Charter after August 21 came on November 30.

Coleman described his telephone contact with Ho deri to
see about Billy Carter's loan as a weekly event. 78/ wWhile
Billy Carter and Coleman were told that the loan and oil
deal had been approved as early as May, 1979, they knew.
they would have to wait for the 9&% deal until December
when the contracts were signed, {2/ and Coleman recalls
", .. especially in the Fall we were pushing for the loan
... The financial situation was getting pretty tight at
home for Billy people pushing him for money. So yes, we
talked about the loan frequently." 2=

*/ The Charter 0il call is the first appearing in telephone
records since August 21. It appears on Best Western records.

**/ The Best Western office telephone records for this

phone also show a call at 9:52 a.m., between the Charter

and McGregor calls, to the White House Travel Office. Coleman
testified that Jimmy Murray, owner of the Best Western, had
contacts with the White House Travel Office. 83

***/ Billy Carter does not recall placing this call. 84/
Brzezinski originally recalled "no further conversations

with Billy Carter" from November 27 until March, 1980. 85/

By virtue of a subsequent record search he now confirms the
November 30 telephone call from Billy Carter. 86/ Although

he has no clear recollection either of the substance or

duration of the conversation, he believes Billy Carter

called to inquire if the November 27 meeting had been helpful. 87/
Billy Carter did not recall the conversation. 2%
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U.S. Embassy Burned

The U.S. Embassy in Libya was burned in a mob action
on December 2, 1979. 83/ The White House immediately condémned~”
the Libyan government's complicity in the action, and Libyan |
Charge Houderi was summoned to see Assistant Secretary
Drapek and Under Secretary Newsom shortly thereafter. 90/ .
A State Department working group was set up to monitor
events in Libya and to advise upon and implement U.S. policy
in Libya during the crisis. 91/

On December 3, 1979, a call was initiated from Billy
Carter's residence to the White House. This call may reflect
a short conversation Billy Carter had with the President to
learn whether Eagleton and his wife were safe. 32/ The
Embassy incident apparently also caused concern among those
involved in the Charter Oil negotiations. Several calls
were placed to Charter 0il and Jack McGregor. Coleman
believes he and McGregorvdiscussed whether the Embassy

attack would upset the oil deal. 33/ */

*/ Coleman, from the Horizon Farms telephone, called Billy
Carter at 2:05 p.m.; Charter Oil in Washington, at 2:07

p.m.; McGregor's home at 2:09 p.m.; and McGregor's office

at 2:10 p.m and 3:38 p.m. on the same day. 1In addition,

calls were placed from the Best Western to Charter's Washington
office and to the Libyan Embassy. Coleman believes he

probably called the Embassy but thinks Houderi was away. 94/
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.On December 6, the President decided to deliver‘hié
own message to the Libyang. According to his daily notes{’
after the staff had discussed "our altercation with Libya®,
the President instructed Brzezinski "on very short notice" -
to summon Houderi. 95/ The President may have instructed -
Brzeéinski during one of two meetings at 7:31 a.m. and 9:00
a.m. or in -a phone call later that morning to have the
Libyan Charge come tc the White House. Brzezinski arﬁanged
the time for the meeting, 11:00 a.m., with the President
through Phillip Wise, the President's Appointments Secretary. 26/
Wwhile Brzezinski's telephone logs do not reflect a call to
Houderi, Brzezinski states that he invited Houderi "on an

urgent matter” that morning but did not tell him that he

would be meeting with the President. 91/ ¥/

*/ On the same morning there were calls between Billy
Carter and Washington. These calls are recorded as follows:
at 10:06 a.m. on Dzcember 6, a call was placed from the
Best Western office to the Libyan Embassy, followed immediately
by a 10:08 a.m. five-minute call to the White House. This
call coincides with a "10:10 Billy" message in the call-
back log of Phillip Wise, who that morning arranged the
11:00 a.m. Presidential meeting with Houderi and Brzezinski.
Wise spoke with Billy Carter less than an hour before the
meeting. Billy Carter (in his second depcsition) and Wise
(during the public hearings) recall that the only subject
of conversation was a Warm Springs, Georgia, hospital and
task force. 28/ wWise had twice testified previously (in
depositions) that he did no{ _know which "Billy" the message
on December 6 referred to. 99/ Within the next hour, Billy
Carter also called Meadows Motors in Manchester, Georgia
(10:14 a.m., 2 min.); McGregor's office (10:36 a.m., 2
min.); and the Libyan Embassy (10:39 a.m., 1 min.) from the

Best Western office telephone.
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At 11:02, Brzezinski took Houderi to see President

carter. 109/ as his dictated note of December 6 indicatgs, .
during the ten-minute meeting x/ the President asked Houderi
to thank Qadhafi for his assistance with the hostages and ...
and then told him that the "attack on our Embassy was inexcusable
and very serious to us." 0¥  The President added that if
the Embassy issue could be "resolved successfully with an
apology, a commitment to replace or repair the Embassy, and
his [Qadhafi's] assurance that our diplomatic personnel
would be protected -- under those circumstances that we
would try in every way to improve consultations with Libya
and long—range'relaﬁions with them." 104/
After the meeting, Houderi returned to Tripoli, but
before he left ﬂe called the Libyan Désk Officer, Alan RoYy,
and hinted to Roy that he had a messagé from the President
to Qadhafi that would allow him to return to Washington
with "good news." 105/ Brzezinski also apparently had an

additional conversation with Houderi later that day, although

he does not recall its substance. **/

*/ Unlike the November 27 meeting, the December 6 meeting
was attended by a secretary to take nqQtes and to produce a
synopsis/transcript of the interview. 101/ There is a classified

memorandum of conversation for this meeting. =*¢

**/ Brzezinski's phone logs show a call from Brzezinski to

Houderi at 11:39 a.m. and a return call from Houderi at

3:10 p.m.106/  This call followed the third call that day,

at 2:22 p.m., between the Best Western office and the Libyan
Embassy.
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Brzezinski testified he recalls "specifically mentioning
to ... and briefing" Secretary Vance about the Presidential
meeting "that very afternoon” of December 6. 107 vance,
indicated he first became aware of this meeting after the
fact. He also recalls speaking with Brzezinski about the
December 6 meeting, sometime after it occurred, but is not
sure whether he first learned of the meeting in this
converéation. 108/ */

On the afternoon of the December 6 meeting, calls
were placed from the Best Western to the Libyan Embassy and
to Charter 0il in Jacksonville, to McGregor's office and
then to Charter 0Oil again. **/ Charter Oil's telephone
records reflect a 5:11 p.m. call to McGregor's office in
'Bedford Village, New York.

Libyan Response and the December 12 Meeting

On December 10, after Houderi had returned to Libya,
Colonel Qadhafi was interviewed by a member of the Western
press. In the course of the wide-ranging three-hour interview,
Qadhafi said Libya had received assurances that U.S.-Middle

East policy would shift toward "a more neutral posture”

*/ Neither of the White House meetings with Houderi discussed
thus far, nor a third on December 12 between Houderi and
Brzezinski, were ever mentioned at the regular high-level
meetings on the hostage crisis held during November and
December, duriyg which Libyan relations occasionally were
discussed. 109

**/ Best Western telephone records. Billy Carter, Coleman
and McGregor all deny that they were contemgoraneously
aware of the meeting in the White House. 110/
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during the President's second term in office. According to

a New York Times report of December 11, Qadhafi stated:

"we have received these assurances in the last few days.
through unofficial but reliable channels from President
Carter. We interpret them as meaning a more neutral American
posture in the conflict between the Arabs and Israel.” 111/

The New York Times December 11 story on the interview

also carried a White House disclaimer asserting that "the
U.S. remains committed to a comprehensive peace in the
Middle East. This involves continuity and not a fundamental
change in policy.“ 112/ Although State Department officials
had not been involved in preparations for the December 6
meeting or in the meeting itself, they were asked to assist
in drafting the Administration's disclaimer. 113/

Houderi returned to Washington on December 12 and
again met with Brzezinski to convey a personal message from
Qadhafi concerning the Libyan position'on the holding of
hostages, Libyan responsibility for the burning of the

Embassy, and future U.S.-Libyan relations. */

*/ Brzezinski's records show a meeting from 4:35 to 4:50

p.m. 114/ According to Brzezinski, Houderi conveyed Qadhafi's
continuing distress over the hostage situation; noted that
messages and a Libyan delegation had been dispatched to
Khomeini; acknowledged Libyan responsibility for the attack

on the U.S. Embassy in Tripoli; promised remedial steps;

and called for closer highlevel communications between the
United States and Libya. Houderi further conveyed Qadhafi's
_hope for a "more even-handed U.S. policy toward Libya." =22
Brzezinski reiterated the importance to the Islamic world

-
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éill& Carter played no role in this meeting, nor did
he figure in the December 6 meeting. 118/ Though Brzezinski | -
cannot récall specifically informing Vance of the December‘lz_ |
meeting, he stated that "[i]t was not my practice not to do
so, gnd 1 am therefore confident that I either showed him
the transcript or recapitulated the conversation to him" at
some time. 112/ vVance does not recall such a briefing. */
Vance's impression is that he was not.being kept informed.
of these évents on a regular basis. 122/ |

Shértly thereafter, on December 15, Charge Eagleton
returned to Washington for discussions and new diplomatic

instructions on Libya{ He returned to Tripoli on December 31. 123/

Continuation of */ on previous page.

of promptly and peacefully resolving the hostage issue but
did not acknowledge or respond "to any of the specific
points" that Houderi raised in the course of their
interview. 116/ This conversation between Brzezinski and
Houderi was recorded by a secretary. ———

*/ Some State Department officials apparently learned of
the December 6 and 12 visits to the White House informally
as a result of the Libyans' fregquent conversations with
Libyan Desk Officer Roy. 120/ As noted earlier, NSC staff
also indicated that there was no mention of Houderi's

visits to the White House during high-level discussions on
Libya held in early and mid-December. /
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The 0il Negotiations and the_$20,000 Payment

Billy Carter, McGregor and Coleman testified thaf
they were not aware of the December 6 and 12 meetings when
they occurred. 124/ Nonetheless, on December 12, as on- . . .
December 6, shortly after the meeting Billy Carter and
Coleman were in communication by telephone with the Libyan
Embassy and McGregor. */ +9The following day two calls were
placed to the Libyan Embassy, **/ one each to McGregor's .
office, on to his home and one to Charter 0il in Jacksonville,

all within an hour. ***/

*/ Best Western telephone records reflect a three-minute
Gall at 1:03 p.m. to the Embassy followed by a call at 1:07
to McGregor. : :

**/ From the Best Western at 1:06 p.m. for four minutes

and from Horizon Farms at 1:40 p.m. for two minutes.

**%/ Best Western telephone records. These were one minute
Ccalls. McGregor's home and office were called on December
14 from the Best Western office telephone at 8:20 a.m. and
12:10 p.m., for four and six minutes, respectively. The
Billy Carter home called the Best Western at 8:24 a.m. for

a five minute conversation. A call to an airline and a

3:18 p.m. call to Billy Carter's home from the Best Western
followed. Billy Carter's home phone was used to call the
Best Western again at 3:40 p.m. for one minute and Coleman's
home at 4:09 p.m. for three minutes. Calls were placed

from the Best Western on December 15 and 17 to the White
‘House Travel office, possibly by Jimmy Murray.

Billy Carter associates the calls on the 10th through
the 14th with the knowledge that the Libyans would let the

0il contracts in early January and that Nasife was preparing

to go to Libya to negotiate Charter's contract. Billy

Carter recalls telling Houderi about this time of the importance
of Houderi meeting with Nasife.
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Billy Carter and Coleman came to'Washington for the
day on December 18 and went to the White House. White
House records disclose that a White House car took them t6 
the Libyan Embassy at 2:45 p.m. 126/ */ ‘Billy Carter testified
he visited Washington two or three times in December 1979
on campaign matters. He had no specific recoilection of
the dates of the other December trips to Washington. He
"normally stopped"” at the Libyan Embassy when he came to
Washingtan. 128/

Billy Carter knew that Houderi was planning to return
to Libya after Christmas.A During tﬁe meeting at the Embassy
on December 18, plans for Coleman to accompany Houderi to
Libya were discussed.vl%g/ Coléman was being sent at Houderi's
suggestion to make pefsonal contact with the Libyan_oil
officials at this critical contract negotiating time. 130/.
Houderi told them again that the oil deal and loan had been
approved, that he didn't know what the holdup was, and that
he would keep them posted. lil/ Coleman told Houderi that
if the oil deal came through, Billy Carter wouldn't need

the loan because "Charter had told us that once they got a

contract they would give us an advance [on the commission].” 132/ **/

*/ White House records also disclose that a White House
car took them to the Carter-Mondale Campaign Headquarters
at 1413 K Street at 10:45 a.m. that same day to discuss
campaign activities. 127

**%/ Billy Carter says Houderi personally apologized to him
for the December 2 attack on the U.S. Embassy. He assumes
it occurred at this meeting, having no specific recollection
of an earlier meeting in Washington that month. 222

~ Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9



72

They returned to Georgia that evening, and Billy Carter called
McGregor's home that same evening.
On December 19, Coleman called Billy Carter's héme

at 8:19 a.m. and the White House af 9:09 a.m. */ Subseéueﬁtly,
three calls were made to the Libyan Embassy (at 10:16 a.m.,
4:04 p.m., and 5:50 p.m.), and the last Embassy call was |
immediately followed by abcall to McGregor's home (at 5:52
p.m.), **/ The Embassy was called three more times on the

21st and McGregor was called twice. *rx/

Coleman described the telephone contacts from November 28
to mid-December as an anxious round between the Libyans,
McGregor and Charter Oil trying to get the oil deal put

together before the annual contracts were signed. krx*/

The phone calls later in the month were efforts to arrange
for Nasife to meet face to face with Houderi as a way to
secure additional oil supplies for Charter. Coleman said
many calls were inquiries by McGregor to find out from

them, "if anything had happened, if we had heard anything." 136/

*/ This latter call may have been to Chig Carter regarding
his Christmas visit to Plains, Georgia. 134/

**/ Best Western telephone records.

**x*x / Best Western teléphone records.

**x+%x/ Nasife stated that Charter's Libyan contracts expired
in March 1980 rather than at the end of 1979; however, at

the end of 1979, amendments to the supply contract were
negotiated and signed. ===
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Billy Carter called McGregor after the December 18 Embassy

visit to inform him of Colemah's imminent trip to Libya :

with Houderi. 137/ McGregor remembered iittle about ther

phone cails but explained that the pu;posé of his conversations
with Billy Carter after the middle of the month was to be
informed of Coleman‘é plans for his upcoming visit to Libya. 138/

'As the time grew closer for Coleman to leave for

Tripoli, the number of phone contacts increased. **/ The

expectationvof Coleman and Billy Carter, if not McGregor,

was that Randy and Houderi would meet with Nasife in Tripoli

*/ McGregor stated that as a consultant to Charter he was
hot aware that negotiations on oil supply contracts took
place in December. However, he had known about Nasife's
upcoming trip to Libya and knew from Nasife himself that

his trip was delayed. 222

Whether McGregor had any financial interest in the
prospective oil deal is in dispute. According to Coleman,
McGregor had told him on several occasions that he should
have a commission, but Coleman referred him to Billy Carter.
For his part, Billy Carter stated that compensation was
never formally discussed. However, he "had intimated to
him [McGregor] that he would probably get something.” They
never talked about percentages. -—_—- McGregor himself
flatly denied any financial interest. 142/ "1In fact, as he
remembers, in December 1979, he considered Charter, not
Billy Carter, as his "client." 143/ carter indicated that
he saw McGregor as a middleman between himself and Charter
and that McGregor was assisting Billy as a favor to him. 144/

140 /

**/ On December 26, the Best Western office phone was used

to call McGregor, the White House, Eastern Airlines, Charter
0il, New England Petroleum Corporation in New York (the

Charter number for either Nasife or McGregor in New York

City), and, on three occasions, the Libyan Embassy, preparatory
to Coleman's December 27 departure.
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to dlSCUSS 011 contracts., Na51fe,vhowever,,never showed up i
in Libya and they also missed each other 1n London. lﬁi{l(
th £ t.n. "z;. :,‘E_
The $20,000mPayment; e A mda
On the,way from Georgla to leya on December 27, 5 .
EOEDM B30 o Suany

1979, Coleman went to the leyan Embassy 1n Washlngton and

picked up a check for $20,000 payable to Bllly Carter. 145/

By thlsﬂtlme Ln late December, Bllly Carter says both hefT;;ﬁ

Coleman came ,o Washlngton en route‘_:;

SRR S S

Houder1 at the Embassy, 149/ and El Ram-Ram, the "flnanclal

T _5..«, T D .,1 -

man" at the Embassy, brought the check.'lsn/ Coleman asked o

i ,.“,A * ‘_,.,

for an envelope, addressed 1t, and sent the check to BlllY ;;L
FliemG s B % At -
in care of the Best Western Motel 1n Amerlcus, Georgla 151/

IS I N B r

Billy tarter dep051ted the check on December 31, 1979 152/

faogia oz RR=EREVIVES : e A i

and also told Jlmmy Murray he had recelved money 153/

71
— L

Coleman: Sald he presumed the money was an advance on the

.4,.

loan, but: he dldn t know and dldn t ask Bllly Carter what {:'WM ;

oy e s

it was for. 154/ Bllly Carter sazd he understood the money ¢%

was an advance on the loan because 1oan negotlatlons had

1 e o - & oy

not been completed. léé/ He also sald he dld not know

Moo

S AR T

*/ Bllly Carter had not made the request for the advance R
3t the time of the-December ‘18 meeting. ‘He could not- recall
which of the calls to the Embassy on December 19, 21 or 26
related to the advance but thought it could have been as

late as the 26th.
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whether the advance would be granted until Coleman picked
it up in Washington. 156/ */

Later on the 27th Coleman **/ flew to New York.:
There, he was met the following day by Houderi and they

proceeded to Libya via Londcn. 168y

*/ Billy Carter testified before the Subcommittee that the
320,000 was not reimbursement for expenses. 157/ According
to the testimony of Lisker and Richard, and their memorandum
of interview, Billy Carter told them in the June 11 interview
that the money was partial reimbursemant for a $40,000
advance Carter had made in connection with their visit in
1979. Carter testified that he had not so stated. The
Subcommip:ee’credits Lisker and Richard.

Coleman did_not know whether the money was reimbursement
for expenses. 158/ Jimmy Murray stated that Billy did not
tell him the money was reimbursement for expenses. 159/
Donald Roland also concurs that neither Billy Carter nor
Coleman represented the money as reimbursement. 160/

**/ Coleman testified that he paid for his trip to Washington
and Billy reimbursed him, 161/ and that Houderi paid for

the rest of the trip. 162 puring the trip, Houderi mentioned
that he had been called to the Wwhite House on December 6 by
President Carter to discuss the attack on the U.S. Embassy

in Tripoli. He also said he had delivered a message to the
President from Qadhafi. Coleman_ says that was the first

time he learned of the meeting. 163/ He says Hou?gi} did

not discuss his conversation with the President. =—=

Coleman believes the President knew Houderi to be a friend

of Billy Carter, because Billy Carter had introduced

Houderi to Dr. Brzezinski as his friend. 165/ Billy Carter
does not recall either Coleman or Houderi telling him of

the December 6 meeting and believes his first knowledge

came from his reading the President's statement in August
1980. 1In any event, if Coleman did relate his conversation
with Houdeiésgo Billy, Billy "did not put any significance

on it..." 195 Billy Carter was aware of Houderi's trip to
Libya in ?ecember (6th through 12th) but did not know its
purpose. 167/
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On their arrival in Tripoli>on Saturday, December 29,
Coleman met with Ahmed Shahati, who told him the oil deai
had béeﬁ approved. Shahati told Coleman he would have an
appointment with the Secretary of 0il on the following
Wednesday, January 2. 169/ He also said the Libyans had
begun a new policy in which oil contracts.would be renegotiated
on a quarterly basis rather than annually in December. 170/

On December 31, the Best Western office telephone
was useé to call Charter Oil three times and McGregor eight
times., Billy Carter was attempting to get word to Nasife
that Coleman was then in Tripoli at the Libyan Palace
Hotel. It was alsd decided that Coleman should try to have
a telex sent to Charter from the Libyan National Oil  Company
(LNOC) to Charter Oil. This telex would assure Charter
that its crude oil allocation from Libya would soon be
increased due to the efforts of Billy Carter, and would
invite Charter officials to Libya to negotiate the terms of
such allocations. 171/ Coleman was called at the hotel
that same day from the Best Western office and his home.
McGregor recalls being consulted about the contents of the
telex which Coleman would request and that he spoke with
Coleman during the day on December 31, 1979. 172 The

telex from the Libyans was never forthcoming however.
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On January 1, Billy Carter was traveling for campaign
purposes, and, in his absence, Jimmy Murray and Colemén'é
wife kept in touch with éoleman. */ on the morning of
January 4, Billy Carter called the Libyan Embassy from
Tennessee. 122/ . The next day, Coleman learned that the
0il minister had been fired and would ﬁot be replaced by
Qadhafi for three or four weeks. **/ 177/ o011 negotiations
would have to begin all over again. 178/

| Houderi had returned to the U.S. a few days earlier,
as Coleman learned through phone calis from home.179 /
Coleman was surprised because he considered Houderi his
"connection" and he "was supposed to be making all the
arrangements."” 180/ Despite the setbacks, when Coleman
returned sometime between January 8 and iO, 181/ ne

reported that the oil deal was still in the works. 182/

*/ Calls were placed from the Best Western to the Libyan
Palace Hotel on the afternoons of January 1, 2 and 4. Billy
Carter was in Nashville, Tennessee. Billy maintained telephone
contact with Murray, however, making two calls to the Best
Western on January 2 and three on the 4th. A call was also
placed to the Libyan Palace Hotel from Randy Coleman's home
telephone on January 4.

**/ Coleman spent most of his time in his hotel room awaiting
phone calls. He says there was no discussion of C-130's,
other aircraft sales or business arrangements, other than

0oil. 174/ Billy Carter concurs and says_he doesn't believe
Coleman talked to anyone about the loan. 173/ Coleman met
with Eagleton at the embassy and played cards almost

nightly. He told Eagleton he was in Libya to discuss the
Arab-American Dialogue being planned for the United States

in the Spring. 176/
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On January 8, Billy Carter made another érip to
Washington, D.C. on campéign business and visited the
Libyan Embassy. At that time, Houderi told Billy Carter
about the change in oil ministers. Later that month he
assured Carter that he knew the new oil minister much.
better than the old one. Although they had missed the
normal time for contract negotiations Billy still felt
things were coming along "pretty good" and that he would
get an allocation. 183/ */

Billy Carter's First Department of Justice Interview

In late October 1979, Philip B. Heymann, Assistant
Attorney General for the Criminal Division, urged Lisker to
interview Billy Carter. Lisker and FBI Special Agent Richard
Fugatt interviewed Bil}f Carter at the Best Western Motel

in Americus, Georgia on January 16, 1980. Both Lisker and

*/ At 9:23 a.m. on January 9, a five-minute call was
placed from the Best Western Office to the White House, and
at 9:30 a.m. a White House car took Billy Carter to
Washington National Airport. Billy Carter's telephone
.records reflect a call to the Libyan Embassy that afternoon
from Atlanta. 184/ The following day, Best Western records
reflect a call to the White House at 9:32 a.m. and Phil
Wise's call-back log records a "9:45 a.m." call from "Billy
Carter" identifying the Best Western office telephone
number.
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Fugatt took notes. Billy Carter described his invitation
to Libya, his September 1978 trip, the visit of the Libyan:
delegation to Georgia in January 1979 and his second trip
to Libya-in September 1979. He also said that after his
first trip he X/ had contacted Phil wise to request information
on the Libyan aircraft from an official of the Department -
of State,

Lisker and Fugatt prepared a memorandum of the interview
from their notes and recollections. **/ Their accounts of

***/ agree with each octher and with their

that interview

****/

interview notes and memorandum in most but not all respects.

*/ Billy Carter later testified that Randy Coleman, not
he, contacted Phil Wise about aircraft deliveries to Libya. 1857

**/ From his contemporaneous written notes, Lisker prepared

a draft interview memorandum, which he sent to Fugatt.

Fugatt made corrections and additions and finalized the
memorandum as the FBI Interview Memorandum of Billy Carter,
1/28/80. Lisker testified that the memorandum was accurate. 186/

k*x*/ Given by Lisker in testimony before the Subcommittee
and by Fugatt in an interview. =2L

****%/ Lisker and Fugatt disagree over whether they informed
Billy Carter of his constitutional rights. Fugatt recalls
that they gave him his rights; Lisker recalls that they did
not give him a full rights warning. '

Both Lisker and Fugatt recall Billy Carter mentioning
a contact with Frank Terpil, who is currently under indictment
for firearms violations. Lisker recalls Billy Carter saying
that Terpil had called to ask if he were interested in a
deal to sell machine guns. Neither of their sets of handwritten
notes reflects a discussion of Terpil. ===
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Their account differs from Billy Carter's in significant
respects. The chief aifference is that Lisker and Fugétt
state that they asked Billy Carter in several different
ways, without limits as to fime, both (1) what he had réceived
from the Libyans, and (2) whether he had, or expected to
have, any "relationship" with the Libyans. 189/ The interviéw
notes and memorahdum do not show questions and answers
relating to cash payments other than the small sdm‘given
for spending money on‘the first trip. Lisker states, however,
that his whole purpose in going to Georgia to interview
Billy Carter was to find out Carter's relationship with the
Libyans, so, of course, he asked about that relationship
and about what Carter had received. Billy Carter did not
recall the specifics of the conversation, but testified
that he was asked only what he had received frbm the Libyans
in this trip and in their visit. */ al1 agree that Billy
Carter did not tell of his arrangement with Charter 0il,
his loan negotiations, or of his receipt in December 1979
of $20,000 from the Libyans.

Lisker was interested in Billy Carter's request for

information on Libyan aircraft and on February 4, 1980

*/ With respect to Frank Terpil, Billy Carter recalls that
Terpil was not discussed at the January 16, 1980 1nterv1f&b
but was first discussed at the June 11, 1980 interview.
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requested that the FBI interview Phil Wise. FBI Special
Agent Carter Cornig arranged an interview through the White
House Counsel's office, after Wise inforﬁed that office

that he had received a message from the FBI. 191/ The day
before the interview, Wise consulted Qith Doug Huron of

that office, and Michael Cardozo, Deputy White House Counsel,
in preparation for the March 14 interview. */ Huron also
informed leyd Cutler, White House Counsel, of the request.
Cutler told him to check with the State Department about
contacts by Billy Carter and Huron did so. 193/

As Cornig had requested, in preparation for the
interview, Wise had his secretary Nell Yates, search W{se‘s
telephone call-back logs for any calls from Billy Carter
during August and September 1978. Wise told Cornig he had
no records or recollections of calls from Billy Carter
concerning aircraft during that period. Cornig was not
told that Phil Wise's log noted a call by Coleman on September 19,
1978, annotated with the word "talked." ::/ lgﬁ/ Cornig

prepared an interview memorandum, which was received by

Lisker on March 17.

*/ Huron recalls talking with Wise the day of his FBI
Interview. Wise recalls only speaking to, and not meeting
with, Cardozo.

**/ The White House provided the Subcommittee with information
from White House records reflecting calls to the Best Western
Motel in July and September, 1978. Wise's record search

was confined to his own call-back log, which is maintained

by Yates for his use in returning calls he does not receive.
Wise states that this log is "not perfect" and there may be
calls which he does not receive and which are not recorded. 195/
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On March 20, Lisker requested a reinterview of Wise. */
On the same day, Billy Carter called Lisker at his Washington
office. **/ Lisker recalls a call from Billy Carter on

March 24 during which they discussed an article by Seth

Kantor in the Atlanta Constitution regarding the Justice
Departmeht investigation. |

Apart from the uncompleted Phil Wise reinterview and
several other lesser leads, Lisker's investigation seemed.'
to have been completed and he had not found any basis for
requiring Billy Carter to register under the FARA.
Accordingly, Lisker had told his superiors that if the
remaining leads préduced no significant results, the case
should be closed without legal action. lgl/ Heymann had‘
told this to Attorney General Benjamin Civiletti in February,
1980.

Loan and 0Oil Negotiations Continue with Coleman's
Trip to Libya

As discussed above, Coleman had returned from Libya

in January 1980 without having succeeded in obtaining an

*/ Lisker had wanted Wise to be questioned about the period after
Billy Carter's first trip, not about August and September,

1978, but through an error in paperwork, the time period

had been misstated. A cover note to the FBI interview

memor andum noted that the agent had experienced a delay of

2 1/2 weeks in arranging an appointment. For this reason,

when the reinterview was assigned to a new agent, Lisker

warned him to beware of additional delay by Wise. =22

**/ Billy Carter's telephone records.

FPUGI
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oil allécatiop. On his return, Coleman récalls that McGtegor
sought to have him set ué a meeting bétween officers of
Charter 0il and Houderi. */ }22/ No such meeting was ever
arranged. Coleman called the Libyan Embassy frequently |
about the deal,vbeéause the Libyans had promised to let him
know as soon as the oil minister was settled in. He recalls
"I was not going to let them forget it ... I was being a

thorn in their side. **/ 203/ ' On January 27 and 29, and

*/ In November, Billy Cigser and Coleman had tried to
arrange such a meeting. 1297 Now, Charter wanted to "find
out what was going on because no contracts haﬂ been signed
... and here it was the middle of January." 200/ The Charter
officers did not cont7ct Houderi themselves because they

did not know him. 201/ McGregor recalls little about this
period other than that in February or March, 1980, Billy
Carter called again and requested that he ask Nasife to

call Houderi for assurances that the oil allocation was
forthcoming. McGregor relayed that message. =-=

-

**/ January telephone calls from Horizon Farms and the

Best Western office were made to the Libyan Embassy January 14,
15 (four calls), 16, 18, 23, 25 and 29. McGregor was called
from those telephones three times on January 14 and twice

on January 16.

On February 4, Randy Coleman called Wise at the White
House as reflected in the Best Western telephone records
and Wise's call-back log.

The Best Western office telephone was used in February
to.call the Libyan Embassy on February 15, 18 (two calls),
20 (four calls), 21 (three calls), 25, and 27 (two calls).
Calls were also placed to George Belluomini's home on February 19
and 20; to Ronald Sprague's office on February 19, 20 and
25; and to the Libyan U.N. Mission on February 25 and 27.
Billy Carter was in California visiting Belluomini at this
time and charged his home telephone for a call to the Embassy
on February 20 from Bakersfield, California. Billy Carter
fecalls that Coleman was having trouble finding Houderi and
had called Frejeh at the Lisgan U.N. Mission, whom he knew,
trying to contact Houderi. 203/
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February 4, 5, 10, 19 and 27, Coleman called the Libyan's
Foreign Liaison Office in Tripoli to speak with one of
Shahati's assistants, Mukhtar al-Jamal. */

Meanwhile, Billy Carter spent January and February
on the campaign trail. 206/ 1n February, he sought additional
assistance in closing the deal. Billy Carter had known
George Belluomini, a wealthy farmer and importer from Bakersfield,
California, since 1977. 207/ 1In late June 1979, Carter had |
told Belluomini of his dealings with the Libyans and the
chance to obtain a crude oil allocation. Carter had also
said he did not know anything about oil or how to handle it
financially. 208/ PBelluomini suggested that Ronald Sprague,
his son-in-law and financial consultant, could help, and

292/ In mid-

offered to introduce Billy Carter to Sprague.
to late-February 1980, while in California, Billy Carter
met Sprague and told him that he needed assistance and that
Belluomini had offered Sprague's services. 210/

Billy Carter's February California trip was followed
by a campaign stop in Oklahoma. On March 3 he flew to
Washington and spent the night at the White House with the

President. le/ x*/

*/ Jamal took over Mohammed Burki's position in the Foreign
Liaison Office about this time and became Coleman's contact
in Libya on the oil deal after his refturn from Libya in

January. 205

**/ The Libyan Embassy was called from the Best Western
Office phone on the morning of March 3, 1980.- . - =

. - ) rv- N )
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The following morning, Billy Carter went to thé
Libyan Embassy in a White4House car. Billy Carter knew
from his conversations with Coleman that the regotiations
were stagnant. 212/ He spoke with Houderi about Jamal
having taken over the oil deal. */ Billy Carter returned
to Buena Vista that evening.

In early March 1980, **/ Sprague and Belluomini
visited Billy Carter in Buena vista and, at Billy Carter's
request, Belluomini and Sprague agreed that Sprague wouid
accompany Coleman to Libya for the purpose of negotiating a
loan, or acguiring a crude oil allocation, or both. 215/
Sprague understood that if a loan were obtained, it would
be paid back with oil commissions. 216/ pAs with the December-
January Libya trip, the planned March 1980 trip was preceded

by a flurry of telephone calls to Houderi at the Libyan

**/ After the meeting, Billy Carter was taken by Libyan
car to the Car ter-Mondale Campaign Headquarters. He
testified he had gone to the Embassy in the first instance
because the White House car could not drive him to the
campaign office. <=

***/ George Belluomini says they went to Buena Vista,
Georgia on March 8, 1980. 2147
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Embassy to set up Coleman's and Sprague's trip, as well as
calls to McGregor. */ |

On March 19, Sprague met Billy Carter and Coleman in
Washington, D.C. Billy Carter took Sprague to the White
House for an introduction to and picture with President
Carter. **/ 217/ Sprague, Coleman, and Billy Carter then
went by White House car to the Libyan Embassy to pick up
visas for Coleman and Sprague and the two left for Libya
that night. 219/

In Tripoli, Sprague and Coleman met first with Jaﬁal,
whom Sprague understood to be the second highest official
after Shahati in the Foreign Liaison Office, then,‘on March 23,
with Shahati. 220/ cCcoleman told Shahati that Charter had |
asked Billy Carter to help it acquire up to 100,000 bbl/day

increase in its oil allocation, and Shahati said that he would

*/ After Billy Carter's March 4 visit to the Libyan Embassy,
calls were placed from the Best Western office phone to the
Embassy on March 7, March 10, four times March 11, twice
,March 12, three times March 13, three times March 14, March 15,
and March 17. Coleman's home called the Embassy March 15
‘and the Horizon Farm telephone was used March 17. McGregor
was called from Coleman's home March 10, from Billy Carter's
home March 11 and from the Best Western twice on March 13

and once on March 17. Billy Carter also called Phil Wise

on March 24 from the Best Western office as reflected in

the motel telephone records and Wise's call-back log.

**/ Sprague states that the President did not ask where
they were going, and that he told no one in Libya about his
White House visit. 8/
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try to help but would have to talk to the Libyan Oil Minister;
They also discussed a loan for $500,000. Shahati said he
would arrange a meeting with the bank to negotiate one. He
mentioned that the ioan would probaBly be paid through what
sounded like "WoOlff Bank" in New York or some other Libyan
bank affiliate. 221/ */

 On March 26 or 27, they met with Shahati, who said
that there was a problem discussing thg matter with the
busy oil minister, and that the increased oil allocation
would be around 50,000 bbl/day.gzi/ shahati asked for
some type of paper to show the oil minister that Billy
Carter represented Charter. Coleman telephoned Billy Carter,
and asked him to have Charter send the Libyans a telex
confirming that it would accept an increased crude allocation. 224
On March 31, Billy Carter called Nasife, requesting a telex to
assure the Libyans Charter was interested, and scheduling a
meeting with Nasife. 22y *x/ Nasife had another officer

send the telex to Coleman.%zf_/

*/ There is a UBATH Arab American Bank in New York City in
which the Libyan Arab Foreign Bank (LAFB) holds an equity
position, and whose president is Kevin G. Woelflein. Woelflein
reported "no payment to or for the benefit of Billy Carter

from LAFB's account or any LAFB affiliate's account with

the Bank ... from March 31, 1980 to the present.” 227/

**/ Best Western telephone records reflect two calls to
Charter on March 27 and another March 31.
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On April 1, Billy Carter and Jimmy Murray drove fo
Jacksonville in the morning, and met with Nasife. Billy
Carter tried to get Nasife Eo reaffirm the August 21, 1979
letter agreement and to raise the oil commission minimum
rate from the original figure of 5 cents per barrel. 227/
Nasife told Carter the telex had been sent té Coleman, and

confirmed the agreement.  While they did not raise the

minimum, they agreed to renegotiate it should the crude oil L\
become available. Upon his return to Georgia that evening,
he returned a telephone call from Brzezinski. Their conversation,
in which Brzezinski said he had learned of the oil negotiations,
is reported in detail below.

The March Intelligence Report

On March 26, 1980, Admiral Stansfield Turner received
an intelligence report which concerned Billy Carter. 228/
The report "bore on Billy Carter's commercial dealings with
an oil company and Libyan efforts to exploit them," 229/
and indicated "that Billy Carter was attempting to assist
.an oil company in obtaining an increased allocation of
Libyan oil." 230/

Portions of the report had previously been brought

to the attention of "other U.S. intelligence officers...” 231/

. L e
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and one of those officers had asked to see a copy of the .
full report. 232/ rTurner- said that
{tlhey looked on this as a counterintelligence
problem, that is, that somebody was trying to
exploit unidentified persons and that this
left the country vulnerable. The question
was, should we take an interest in that because
we have responsibility for the counterintelligence
fdpetions3§7:”this country outside its geographical
limits. 232 Turner's testimony concerning
the 'reasons for the intelligence officer's
. request. and that the element in which the
officer 'served would have shared the full

report with the FBI coincides with the statement
of the .intelligence officer who made the request. 23/

1:::::) A q¢cision was made, however, to provide the full

’ report directly to Tbrner, rather than to the intelligence
element ﬁﬁich had requested it, because the President's
brother was involved. Turner agreed to that procedure. 235/

If, according to Admiral Turner, "it had develqgped

that this was a counterintelligence case we should pursue,
i.e., that there was some evidence that an American was
trying to undercut our own government," the FBI would then
have received the full March intelligence report "since
they do all the work in the continental United States and
we do all the work outside, and this obviously was going to
cover both spheres."” 236/ The intelligence officer who requested

the full report was in regular contact with FBI officials

ER
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on matters of mutual interest involving Libya. He stated
that, had he received the full version, he would have proposed '
to hié superior that this report be provided to the FBI, as

he believed it would have been of use. 237/

Turner made two decisions on the handling of the
full March intelligence report after he received it. |
First, he decided that the intelligence element which had .
requested the full report should not receive it. He also
decided that the report should be shown to the President
because:

1 perceived this as a piece of information

which indicated that the President might well

be in contact with somebody who was the target

of a foreign government that was trying to

influence him, and I therefore felt it was
advisabI? that the President be aware of this

Turner d4id not consider asking for a briefing on what the
CIA or the intelligence community knew about Billy Carier's'
involvement with the Libyans. _212/ */ Nor did Turner
considet consulting with the CIA General Counsel or with .
the Attorney General on the question of whether a law

enforcement issue was raised because "[tl]here just didn't

*/ Turner testified: "I didn't see anything in the
intelligence report that warranted that. I didn't look on
this as an intelligence issue." 240
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seem to be any law enforcement issue involved in this at'
all, and from.reading jus£ this one intelligence report." 24}
At the time he received the March intelligence report,
Turner's knowledge of Billy Carter's involvement with Libya
did not extend beyond public sources. Although the press
had covered the investigation as early as January 1979,
Turner did riot know that Billy Carter was the subject of a
Justice Department investigation under the Foreign Agents
Registration Act in March 1980. */ Turner stated, howevef;
that his actions might have been different if he had been
aware that Billy Carter was currently the subject of an
investigation uhder the Foreign Agents Registration Act. x*/

In any event, Turner decided that the March intelligence

*/ Turner described his knowledge:

I don't believe I felt I had any greater knowledge
of that than the general public pretty much, that we
all knew Billy Carter had made a trip c¢r more to
Libya, that he had entertained Libyans in Georgia,
that there had been a great deal of publicity about
his relationships with Libya, but I found nothing--
well, unusual isn't the right word, but I found that
I knew nothing of a great secretive nfyure about
this that would add to that store. 242,

**/ According to Turner:

It would not have changed my judgment this was not
an intelligence issue, but it would have told me I
had an intelligence report that should have then
gone to the law enforcement agencies of the country
because it would have contributed to something that
they were doing in the law enforcement field. 243.
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report was of direct céncern only t§ the President and that
he would approach the President on this matter through
Brzezinski. 2447 ¥/

Turner also vaguely recalled that, at the same time,
he decided not td notify the other intelligence element of
the report. Instead "I just sent word to them, forget it,

I am handling this." 246/ fTurner said that he never thought’
to notify Billy Carter of the intelligence information,

since he did not consider this to be his "responsibility as
an intelligence officer.” 247/

On March 31,_Turner took the full intelligence report
to Brzezinski. He told Brzezinski that the report involved
the President's brother and "it is something the President
ought to see." 248,/ He also told Brzezinski that "I would

like to leave [the report] with you to transmit to ... [the

President] and return to me." At that point, Brzezinski

*/ This approach was based on several considerations:

One is that I report to the National Security Council
as a normal matter. Second, the issue, it seemed to
me, here was the President, and whether the President
was going to be subject to being present with somebody
who might be under the influence of a foreign power,
and therefore the important thing was to advise the
President that a personal relationship of his could
involve foreign influence. And therefore, 1 was
taking it to the President, not to Brzezinski, per

se. He was a channel thereto. ..=2-
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took it, glanced at it. He asked me some

question about it. I forget, there was some

hesitancy in his mind as to how he might read

it or something like that, and I explained

that to him, and I think the conversa ion \
Jasted 45 seconds or -- very brief. _ 249./ -

Brzezinski recalled that Turner said

he had a piece of information which he wished
to share with me, which he felt I ought to
know about, which he felt I should bring to
‘the President's attention, that it was just
for him and for me, and he gave me that
information. 251

Brzezinski, however, did not recall that Turner requested
the returh of the report, "because if he had asked me that
and I had recalled it, I would have returned it to him
expressly. As you know, I did not return it to him expressly." 252/
After meeting with Turner, Brzezinski reflected upon how to
best proceed with the information he had received. He
stated that

[I] reached a decision that I would serve the

President better if I first admonished Billy

Carter in a general sense about possible

improprieties stemming from his commercial

dealings and lending themselves to exploitation

by a foreign power, hear his answer, and then
report on that to the President. <=2=

*/ fTurner made a memorandum of his March 31 conversation
with Brzezinski which states: "I delivered an intelligence
report concerning a relative of the President. Brzezinski
agreed to show it to the President and return it to me. " 250 /
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Brzezinski called Billy Carter, told him he had

information about the oil dealings and admonished him about
embarrassing the President. Before turning to the details
of the call, it is to be noted that in the August 4 Report,
Brzezinski asserted that he telephoned Billy Carter "on the
afterncon of the day on which I read the report,” which was
March 31, 254/ and that it was the following day, which
was April 1, when he advised the President on the issue of
Billy Carter's activities with the Libyans. 255/ Brzezinski
also testified at a deposition that the sequence and timing
consisted of a telephone conversation with Billy Carter on
March 31 followed by Brzezinski's report to the President
on April 1.‘Z§§/

Brzezinski's recollection at his deposition of the
time of his conversation with the President was consistent
with his handwritten note, dated April 1, reading "Billy
Carter/Libya." 257/ Brzezinski testified that he prepares
these notes as memory joggérs to assist him in covering the
necessary topics in his meetings with the President on any
-particular date.

Billy Carter, however, recalled speaking with Brzezinski
after he returned from meeting with Charter 0il officials

in Jacksonville, Florida, on April 1. 258/ The date of the

- e - g - - sE P AR PRI NS <
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meeting between Billy Carter and the Charter officials in
Jacksonville has been well established as April 1. X/
Telephone toll records and White House records also support

Billy Carter's recollection of the timing of the call. **/

*/ Billy Carter and Jimmy Murray drove to Florida in the
morning, met with Lewis Nasife, had lunch with him and
returned to Georgia. While in Jacksonville, Billy Carter
called his wife at 11:06 a.m. and arranged to meet her and
friends arriving from out of town at the Best Western in
Americus that evening. He had not previously heard about
and was not then informed of a telephone message to call
Dr. Brzezinski. 232/ Billy Carter returned from the Jacksonville
meeting, want to the Best Western Motel and received a
message that Brzezinski had called. 269/ Billy Carter
returned the call and said it took two or three minutes to
get through to Brzezinski and that "{flrom the noise in the
background I assumed he was not at the White House.

Whether he was at his home or somewhere, it sounded like
several people talking in the background." _<46.

Billy Carter also had a message to call Jack McGregor,
who aided Billy Carter in initiating the deal with Charter
0il. 262 Telephone records further indicate four telephone
calls*at 6:59 p.m., from the Best Western office, and at
8:09 p.m. and 10:47 p.m., from Billy Carter's home to
McGregor and at 11:35 p.m. from McGregor to Billy Carter.
These calls were all very brief, indicating missed connections,
and according to both Billy and McGregor the only conversation
between the two that took place was at 11:35 p.m. Both
remembered this two-minute conversation as a report on the
Jacksonville meeting.

**/ White House records indicate that Brzezinski left his
office at 3:35 p.m. on March 31. 263/ There is no record of

a telephone conversation with Billy Carter on March 31 or of
the transfer of any later calls coming into the White House

to Brzezinski's residence. 264/ However, White House records
do show that an incoming call was transferred to Brzezinski's
residence at 6:50 p.m. on April 1. 265/ Telephone toll records
from April 1, 1980 also show a seven-minute call to the White
House at 6:48 p.m. from Americus, Georgia, charged to Billy
Carter's home telephone in Buena Vista, Georgia.

o T T T VTE R S
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At the public hearing, after having reviewed this
material and Billy Carter's testimony, Brzezinski'adhéred
to his previous testimony that he had called Billy Cartér
before talking to the President. szezinski testified that
he unsuccessfully attempted to reach Billy Carter on March 31,
but apparently did not speak with him until April 1. */ He
also believed that he reported on the matter to the President
on April 2 rather than April 1. 267/ Regardless of the
timing of the calls, therefore, Brzezinski was certain that
the sequence of conversation was such that the P;esident
did not learn of the telephone call to his brother until
after it took place. 268/ Brzezinski eﬁplained that he
would have used his April 1 handwritten note at "the next

day's [April 2] briefing reminding me to raise that issue.” 269/ **/

*/ Brzezinski stated that

(i]t is quite possible, and I think the evidence
suggests it, that Billy did not call me back the
same day as I had thought, but the following day,
and therefore I deferred reporting on that item to
the President, especially since that morning of
April 1 we were really pressed, enormously pressed
with events which were not only significant, but the
implications of which were very uncertain at _the
moment, and yet extraordinarily critical.

**/ On April 2, there was an eight-minute conversation at
9:39 a.m. between the Best Western office and McGregor's
office. McGregor denied ever knowing of the Brzezinski
call or anything related to government knowledge of Billy's
deal. 270/7 Billy stated that he does not recall telling
McGregor about the matter but "could have." 271 Donny
Roland, Billy Carter's accountant, was present in the Best
Western office for the Carter-Brzezinski conversation and
talked with Billy about it afterwards. 272/ Billy Carter
discussed the Brzezinski call with his wife and Randy Coleman.
He "may have" told Jimmy Murray and "probablgt told Donny
Roland but did not recall telliing Nasife. 273/ : :

e e T i
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Brzezinski's logs show that he talked with the President at

7:30 a.m. on April 2 before leaving for a wvacation. 274/ */

Brzezinski summarized his telephone conversation

with Billy Carter as follows:

{Iln the course of my work, a lot of information
flows across my desk, and I have recently seen
some information which seems to indicate that
you are engaged in an oil transaction, that

you are seeking a larger allocation of oil

from a foreign country, I probably said Libya,
for an American company .... And I just want

to tell you that in whatever you do in your
business activities, you ought to be mindful

of the possibility that such activities could

be exploited by a foreign power to the detriment
of this country, to the embarrassment of the
President, and that you should be extremely
careful in _what you do and bear that very much
in mind.

Billy Carter has a similar recollection of this

conversation. **/ He could not specifically recall whether

Brzezinski indicated that the information he was conveying

had come from an intelligence report, but he added "I know

*/ There is no indication in the logs of the topics discussed.

White House counsel have advised Subcommittee counsel in
their letter of September 29, 1980, that the President's
recollection is that Brzezinski informed him in a single
conversation of the existence of the intelligence report
and the call to Billy Carter.

**/ Billy Carter testified:

Dr-

Brzezinski told me that he knew that I was

talking about a business arrangement between Charter
0il and Libya and that he thought it would be
politically embarrassing to my brother if I
continued. 6/
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1 thought that he had to get it throughbsome intelligehée
route to know about the phone call or ﬁhe teléx but I éannbt'
recall specificaIIQ:Whether“hé said it or not.”gzegrfer‘ahd
Brzezinski agkee thét’Billy respbnded'by telling BrZeiinSki
to mind hig own businéss.:i/ | ‘

Brzezihski asserted thaﬁ, ﬁhroughouﬁ his telephohé'-
conversation; "I was very careful in making certain that
nothing I said to Billy Carter could convéy td him the
source of the information." He added that |

[tlhis can be done by people who are experienced -
in dealing with intelligence information. I o
can say to you without, I hope, sounding boasting,
that I have dealt with intelligence information
for several years. I have access to information -
which is of unique character by virtue of my
position, and I think I know how to handle it

and how to protect it, and I think that it is

not unfair to say that there is probabkly no

one in the White House who is more sensitive

to excluding people who should not know from
sensitive information than I. 281/ **/ =

*/ Billy Carter responded to Brzezinski's warning by telling

him "it was not any of his business what I was doing, I didn't

know why he called, I was doing something that was my business." 278/
Brzezinski agreed with this account and characterized Billy

‘Carter's response as "somewhat less than gracious, and it was

fairly emphatic in substance and in tone.” 279/ Brzezinski _

then concluded the conversation by repeating his "basic message"

to Billy Carter. ‘ ' ‘ -

**/ In his testimony, Brzezinski also asserted that "the purpose
of intelligence information is to provide the basis for . :

intelligent action. The acquisition of intelligence information
is not to stock filing cabinets." /

Although Turner had told Brzezinski that the intelligence
information "was just for him and for me. 283/ Brzezinski,

- : ST R e e e e ] B L T
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Brzezinski recalled informing the President about.
both the intelligence report and the telephone conversation
following his telephone conversation with Billy Carter. */ 287/
Once he had reported this information and conversation to the .
President, Brzezinski did not consider taking further steps
to warn Billy Carter about dealing with the Libyans. Brzezinski
stated that he was confident that he would learn of any further
national security matters involving Billy Carter through normél
intelligence channels. 290/ 1n addition,

(ilnsofar as the followup with Billy Carter

is concerned, while his reaction to put it

mildly, was less than affirmative, I did not

feel that it was necessarily conclusive. A

person will often react strongly to a piece of

advice and then, on further thought, will change
his course of action. 291

(Continuation of **/ on previous page)

by his own account, did not consult with anyone else —--
including Turner -- before calling Billy Carter. Nor did
Brzezinski, who has stated that, as early as November,
1979, he had "general knowledge that the Department of
Justice was investigating [Billx Carter's] relationship
with the Libyan government," 2834/ request any further
information from Justice on the nature of Billy Carter's
activities before he called the President's brother.
Brzezinski did not recall seeing at the time any additional
intelligence information concerning Billy Carter's involvement
with Libya. 283 In addition, Brzezinski did not consider
asking for an assessment by intelligence agencies or the
Department of Justice on Billy Carter's Libyan connections
prior to his call to Billy Carter.286/

*/ The President then “"commented and said that I had done
The right thing in doing what I did." 288/ The President's
statement of August 4, 1980 offers a similar account of the
conversation with Brzezinski. 289
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It is unclear what‘finaliy happened ~o Brzezinski's
copy of the March intelligence repbft. In contrast to
Turner's testimony, Brzezinski had no recollection that
Turner ever requested that the report be returned. Nor was
he able to recall how he did dispose of the report. ﬁather,
he cornicluded that in this case "I assume -- in'fact,.I have
reason to be confident that it was burned....." 292/ */ ‘(:::::::::?~
Brzezinski subsequently requested an additional copy of the
March intelligence from Turner when the White House was preparing

its July 22 public statement on the Billy Carter-Libya matter. 2/

*/ Brzezinski continued:

I in all probability placed it in my out box

for disposal under the usual procedures which

are that if there is any action taken on it by

me in writing, it will be filed in my system.

If there isn't, and if copies exist elsewhere,

it would be destroyed as a sensitive document. 293/

*x*/ As a result of this request in July 1980 Turner also
prepared a memorandum:

First thing in the morning on 21 July 1980, Dr.
Brzezinski called me 4 different times. He wanted
to know about an intelligence report I had given him
some months before that Billy Carter was dealing
with the Libyans in trying to get an increased
allocation of oil supplied to some American oil
company.

a. I established from my own logs that I had delivered
such a report to him on the 31lst of March and asked

him to return it to me. I had no record that he

(sic) he returned it and my recollection was that he
did not.

b. Arranged for him to get a new copy of the report. 234/
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Billy Carter's Receipt and Disposition of $200,000

While Brzezinski was calling Billy Carter to tell
' him to stop dealing with the Libyans, Sprague and Coleman
were in Libya continuing their negotiations.*/ On March 30,
Sprague and Coleman had met with Mohammed Layas, Assistant
General Manager of the Libyan Arab Foreign Bank (LAFB). 295/
According to Sprague, Layas said that his bank did not
ﬂnally make loans as small as $500,000 but they were
willing to do so in this instance because Billy Carter was
a friend of the Libyans and becadse Shahati had called the bank. 296/
**/

Terms for the loan were negotiated, with the funding to

be through Bankers Trust of New York ***/ or some other lending

*/ Coleman was contacted frequently at the Libyan Palace
Hotel, where he and Sprague stayed. Coleman's home and

Best Western office telephone records reflect twelve calls
between March 25 and April 7. Best Western phone records
reflect two March 27 calls to Charter 0il as well as one on,
March 31. Billy Carter was maintaining contact with McGregor
in Coleman's absence from his home and the Best Western in
twelve calls between March 26 and April 4. McGregor's

office telephone records likewise reflect calls to Charter
Oil.

**/ The terms were: a five-year loan, with interest-only
payments the first two years, and the balance to be paid in
three equal installments over_the last three years, the
loan to be collateralized. 297/

***%/ James M. Collier, Vice President of Bankers Trust
Company (BTCo), which deals extensively with LAFB, reported
that "(s)ince March 31, 1980, no payment to or for the
benefit of Billy Carter ... has been made from LAFB's account
or any LAFB affiliate account with BTCo." 298/
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facility or liaison of the bank. 299/ oOn April 1, Coleman
and Sprague met with Jamal and Layas, who said the terms of
the loan had been approved by the bank, and that the loan
would have to be secured by Billy Carter's real eétate. 329/

On April 2, Sprague flew back, meetinrg Billy Carter
in Atlanta April 3. 301/ Spfague told Biily Carter that to
complete the loan, he needed a preliminary title report of
his properties and an appraisal of them; 302/ Billy Carter
told Sprague that he needed a loan quickly because the IRS
was pressing him for a payment of about $130,000 by April
16, and had threatened him with a lien against the 60 acres
that surrounded his‘house. 303/ He told Sprague to send a
telex to Libya regarding the loan, which Sprague did on
April 7 and again on April 11. 304/ Sprague called Coleman
at the Libyan Palace Hotel from Bakersfield on April 5,
1980, to ask if the crude confirmation had been sent to
Charter. Coleman told him it had not. Sprague also reported
that Billy Carter had approved the terms and conditions of
the loan. Sprague was instructed by Coleman to proceed as
directed by Billy Ccarter. 395/

Coleman Stayed another week in Libya after Sprague
left. At some point, Coleman recalls Shahati telling him
that the loan had been approved but that there would be
some delay in the paper work. 306/ Coleman told Shahati

that Billv Carter needed the money right away for house

e PN b s i e e
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payments and taxes. 307/ ~Coleman recalls mentioning an

advance on the loan, and Shahati told him to go home, wait

a week, and a "substantial advance" would be in Washington

for him to pick up. 308/ He also recalls being told at

some point that the new oil minister had approved the increased
allocation for Chartér, but that under a new oil policy,
allocétions would have to be approved by a 30- or 40fmember

0'9/ /

subcommittee, and that would take several weeks or months. — -~

Coleéman flew back to the United States and waited,

. * %
then called Houderi at the Libyan Embassy — and was told

to come to Washington. Coleman did not mention the advance
on the telephone. He flew to Washington, went to the Embassy,

and picked up a check for Billy Carter which the Libyans

311/

said had been there for three days. The check was

drawn on the Libyan Embassy's bank account in the amount of

$200,000, dated April 7, and carried the notation "loan." 312/

Houderi also told Coleman that the loan was being handled

through a New York bank and Coleman should henceforth deal

directly with Jamal in Libya on the subject. ilé/ Coleman

*/ McGregor, but no Charter 0Oil otfficials, recalls learning
of the delay after Coleman's return. /

:1/ Best Western office telephone records refiect calls to
the Embassy on April 10 and 14. These are the last calls
to the Embassy on Billy Carter's, Coleman's, and the Best
Western's telephone records.
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brought the check to Billy Carter, who deposited it on
April 15 at the People's Bank of LaGrange, Georgia. 314/
Billy Carter then transferred funds to other checking accounts
he held.

Bank records subpoenaed by the Subcommittee show
that Billy Carter began writing a large number of checks on
hisvbank accounts so quickly that some of his checks were
rejected for insufficient funds%gy%e paid off numerous
bills. */ In April, 1980, the IRS placed a lien on his
house and 58 acres in Buena Vista. Billy Carter paid the
IRS $45,000 for back taxes, but this did not result in
removal of the IRS lien. The $200,000 was almost completely
paid out in the following four months. **/

In April and May, Coleman recalls continuing to talk

to officials in Libya at the Foreign Liaison Office by phone

*/ He paid $3,122 to his attorney, John Parks; $5,000 to
Coleman for salary and reimbursement for expenses; $5,000
to his accounting firm; $7,380 to American Express; $10,339
on his home mortgage. He also repaid three loans; $15,145
to the Bank of Manchester; $7,428 to the Citizens Bank of
Americus; and $27,500 to Donald Carter. He also paid state
-and local taxes of about $2,635, and various household and
living expenses and insurance charges. 222

**/ Ag of Auqust 14, 1980, he had a remaining balance of
3T, 700. 317/
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about the oil deal and the loan Billy Carter was seeking. _lﬁ/ X/

He was told by Jamal during those calls that the loan was
delayed by "paper work,"” and that the oil deal would be
settled by June. Coleman was also asked by Jamal to assure
that certain telexes had been sent to Libya. 319/ During
those months, Billy Carter and Coleman remained in touch

with S‘pragu.e.. **/ as they had never told him of the $20,000 .
received in December and did not mention the $200,000

received in April. 320/

Instead, they urged him to continue
sending telexes to Layas in Libya about the loan. In addition
to his April 7 and April 11 telexes, Sprague sent telexes

on April 14 and May 2. He appraised Billy Carter's real
estate on April 18. 321/ Eventually, in July, when Sprague
learned about the $200,000 from a newspaper article and
inquired of Coleman, Coleman told him that "you weren't
supposed to know." 322/

In April, Billy Carter also talked to Nasife, but

contact faded. ***/ McGregor says'that by that time, he

*/ Randy Coleman's home telephone records reflect April 30
and May 37 calls to Mukhtar al-Jamal's Tripoli office.

**/ Telephone records reflect nine April and eighteen May
calls between Billy Carter, Coleman, and the Best Western
in Georgia and Sprague, Belluomini and their business in
California.

**x*/ Best Western office telephone records reflect April
15, two May 9 and July 1 calls to Charter 0Oil in Jacksonville.
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had become pessimistic about the deal being concluded because
the tight world oil supply had been replaced by a glut. McGregor
continued to talk with Billy Carter during Apiil and May.,

1980, to ask about the deal. 232/

On May 30, Billy Carter arrived in pakersfield,
californiar where his son was staying with Belluomini while
working on the Carter re-election campa1gn.324/ Meanwhlle,
on June 1, in the last recorded phone call x/ to the Foreign
Liaison office in Libya, Coleman says he was told that the
Uy.S. expulsion of Libyan diplomats had made the situation

325/

vtouchy," and he should sit back and wait. In the

following twO weeks, Billy Carter finally came in to the
Justice pepartment and admitted his financial dealings with

the Libyans.

*/ Randy Coleman's telephone records.
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JUSTICE DEPARTMENT INVESTIGATES BILLY CARTER
AND ARRANGES REGISTRATION, APRIL 1980 - JULY 1980

Attorney General's Handling of Intelligence Information
Up to April, 1980, Attorney General Civiletti had

*
given the case little attention - and knew little of the

fruits or directions of the investigation. xx/ In particular,
he "assumed [and] expected" that "in April and May, [the
investigators] were pushing ahead in whatever avenues and
imagination and creativity that they could," 3/ and with
regard to checking of bank accounts or Internal Revenue
Service records for indications of Libyan payments, his
"thought [in April, 1980] would be that they would have

done that. They would have done that long ago. Done that

e
in January [1980]." xxr/4/

Thus, he was unaware that,
because Lisker had no leads suggesting Libyan financial
involvement, Lisker was not investigating Billy Carter's

finances.

*/ In mid- 1979 to late 1979, either as Deputy Attorney
General or as Attorney General, Civiletti became aware that
the Criminal Division was making inquiries about Billy '
Carter. In January and February, 1980, Civiletti received
brief notices of plans to interview Billy Carter and Phil
Wise. 1In March or April, Civiletti became aware cof a news
leak concerning the Billy Carter investigation. 1/

**/ Civiletti noted in September, 1380, after much more
Contact with the case, that "having reviewed the file for
purposes of the testimony, having skimmed through it ...

there was a lot in the file that I was never advised of,
informed of, briefed or detailed.” 2/

***/ "[Olne of the principal issues or elements they would
Be looking in a [FARA] investigation would be evidence of
any nature or kind relating to control or direction or
subservience. And they would naturally be scouring the
evidential field for that." 5/

" Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9




wre Approved For Release 2011/09/27 @ CIA-RDP90-00552R000101000002-9 s e

108

In April, 1980, an official delivered to the
Attorney General two documeﬁts containing intelligence
information bearing on Billy Carter. One document indicated
that a transfer of money might be made by the Libyan
Government to Billy Carter. &/ The other document bore
upon Billy Carter's commercial dealings with an 0il company
and Libyan efforts to exploit them. 1/ Civiletti read the
documents and returned_them to the official who had
delivefed them; the meeting took three or four minutes. 8/
Civiletti was told that the information was highly
sensiti§e, and secret, and that it had a very high
classification, but he was not told to withhold it from
others in the Justice Department. 278/ In addition,
Civiletti did not explore with the deliverer whether there’
were ways relatively more, or relatively less, advisable-

11/

for using the information. —

*/ The deliverer "did not say, and I [Civiletti] wouldn't
have accepted it if he had said it, it would be my judgment
that you can't tell the Deputy Attorney General or you
can't tell the head of the Criminal Division or you can't
tell Joel Lisker or one person or another. That would not
be appropriate for him." 10/
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The Attzq ey General neither retained the documents
nor made any wfitten record of the visit. His decision‘not
to use the information Qas made without the knowledge of
the contents of the investigative file 12/ or of other
intelligence information that existed within the

13/

Department.— In fact, other intelligence information had
been received within the Department in November and
December, 1979, to the effect that Billy Carter was
negotiating with regard to Libyan oil allocations and a
loan from Libya, and this infoimation might have been
delivered to the Attorney General if he had called for all

available intelligence information regarding Billy Carter

*
and Libya.—/ When this information, the April information,

*/ The FBI had information from the intelligence channels

as early as November and December, 1979, that Billy Carter
was trying both to negotiate a loan from the Libyans and to
arrange for a Libyan crude oil contract on behalf of the
Charter 0il Company. However, that information was received
incident to the conduct of a completely separate FBI investigation
and was not given to the Registration Unit of the Department
of Justice until late May to early June, 1980. At that
time, it was furnished along, and contemporaneously, with
the first information available to the FBI that Billy

Carter had actually received payments from the Libyans.

Upon receipt of this information, Lisker was convinced of
Billy Carter's obligation to register as a foreign agent.
The details of the treatment of che FBI information from
November and December, 1979, have been explored by the
Subcommittee and they indicate no favoritism or special
treatment for Billy Carter.
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and additional intelligence information were finally
brought together in June, 1980, investigators made use of
it by confronting Billy Carter wiEh the assertion that they
knew of the payments he had received from Libya.

After receiving the intelligence information in
April, Civiletti told Assistant Attorney General Philip B.
Heymann that hehad been informed of highly sensitive
intelligence information regarding Billy Carter, without
desc:ibing its substance, and instructed Heymann not to
close the investigation until ﬂeymann had received that
information and evaluated it. 14/

Because of its classification, the information
received by Civiletti in April cannot be directly described
in this Subcommittee report. However, evaluations of that
information by attorneys in the Justice Department can be

noted. Civiletti's evaluation differed from the evaluation

of his subordinates. He believed that "the information

could not be used in the investigation in any way consistent

with high principles of security, so long as there was no
other source for the information." 15/

In contrast, after subsequent review of the
information, Heymann stated that "had I been Attorney

General, I would have made some of it available in the form
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of leads and not the rest." 16/ Lisker agreed with that
assessment. 11/ As to the effect of the withholding,

Lisker testified that if he had received both documents,
the result of the case would not have been different but
18/

"[w]e would have moved everything up a couple of menths."
| Civiletti stated his expectation in April was that
other information would come in. He testified that he
"thought iﬁ the transaction went through it would kick up
dust. 1If monies were paid, whatever, there would be
deposits made. There would have been bills paid off. There
would be talk about Billy being flush again. And we would

pick that up in our investigations." 19/

However, that expectation did not come true. Billy
Carter deposited his $200,000 check from the Libyans on
April 15, and used the money rapidlyAto pay off debts.
None of Billy Carter's creditors -- including the Internal
Revenue Service -- provided leads to Lisker. Thus the
Criminal Division did not find the Libyan financial
involvement through the "dust" from Billy Carter's receipt
and expenditure of the $200,000 in early April. It in fact

20/

learned of it much later through intelligence sources.—
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The Attorney General stated, as a seéond reason for
not disclosing the information indicating that a tranfer of
money might be made by the Libyan Government to Billy Carter,
his concern that any use of that information might cause
the contemplated transaction to abort. X/

Continuation of the Investigation

After Civiletti told him not to close the case,

~a close, and "indeed within two weeks we were off on another
lead." 22/ On May 29, 1980, Civiletti called Heymann,
anticipating an inquiry about the Billy Carter case at a
scheduled press conference. Heymann told Civiletti he

could tell the press he felt the case was taking too long.
In the press conference Civiletti said that the case "has
certainly taken longer than I think appropriate.” 23/
Heymann had not yet been given the intelligence information
that the Attorney General had seen in April. Heymann read
newspaper reports of Civiletti's. comment, and the next

morning Heymann called Lisker and asked if the case could

be closed in two weeks.

*/ Civiletti's example of the effect use of such information
might have was that the investigators might "go to banks,
for example, and Billy's bank officer calls up Billy and
tells him look, the FBI has just been here looking for

money you received or whatever. Billy could put two to two
together and say I had better lay low and not go through
with any financial transaction with Libya, and that might
have affected the investigation substantially." 21/

S T R :
I

Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9 ﬂ-



B R S e 5§ m v

" Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9

That same day, May 30,vLisker learned of intelliéence
information indicating fhat Billy had received or was |
receivin§ funds from the Libyan Government. 24/ At that
time, he was also furnished with information that the FBI
had had from intelligence channels as early as November and
December, 1979, that Billy Carter was trying to negotiate a
loan and an oil deal.:/ He advised Heymann of the new
information. Heymann advised Deputy Attorney General
Charles Renfrew, who in turn advised Civiletti.gé/ Upon
receipt of tﬁis information, Lisker was convinced of Billy
Carter's obligation to register as a foreign agent.

On May 31, after learning of the information just
described, Civiletti requestgd that the intelligence
information he had seen in April be made available to tﬁe
Justice Department for use by the Criminal Division.
Civiletti recalls making the request because "[n]low that we
had multiple sources indicating the transfer of funds to
Billy Carter, I felt the initial intelligence information

" Zﬁ/

could be given.... On the morning of June 4,

Civiletti met with Heymann and provided him with the documents

*/ This information was described above.
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to Civiletti in April and now redelivered to him.

Heymann subsequently arranged for the documents to be seen

by Lisker, by Mark Richard, Deputy Assistant Attorney

General, and by John Martin, the new chief of the 1Internal

Security Section.

The problem of how to use the intelligence information

in the investigation without compromising sources was considered

and discussed. One solution to the problem that Civiletti

discussed with Heymann at their June 4 meeting was calling

in Billy Carter, confronting him, and seeing if he wodld

admit receiving the Libyan payments. Civiletti understood

that this was one avenue among others which the Criminal

*

Division would be considering.-/ Five days later, on June 9

Heymann met with Richard, Martin, and Lisker to discuss the

case.

According to Lisker, as corroborated by his

handwr itten contemporaneous note, Heymann suggested personally

**/

confronting Billy Carter with the Criminal Division's knowledge. —

While Heymann characterized the idea of an Assistant Attorney

*/ Civiletti discussed the same idea that day with his

aide,

Victor Kramer. Heymann's account of the June 4 meeting

.does not mention confronting Billy Carter. 27/

**/ Lisker and Richard recall the suggestion. While Heymann
does not recall it, he does not dispute that he could have

made
June

the suggestion. Since Heymann recalls neither the
4 nor the June 9 discussions of contacting Billy Carter,

there i1s no evidence as to whether the June 4 discussion
caused him to raise the idea on June 9. 28/

e e — e e
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General confronting a target as "unusual," Civiletti noted

several instances of other kinds of direct confrontation by

*
senior departmental officials. X/ 23/

Grand Jury ansidered and Billy Carter Comes In

At this time the Criminal Division began considering
use of a grand jury in two separate contexts. First, as
previously noted, following the March 14 FBI interview of
Wise, Lisker requested that the FBI reinterview Wise. The
reinterview request was not acted upon until May, when
Special Agent Clay Blackman called Wise's office four times
over a two-week period to set up a reinterview appointment.
Wise did not return the calls. Blackman told Lisker of

* %
his difficulties with Wise. —/ 3%/

On May 30, Lisker told
Héymann he might need a grand jury, and might have to call
what Heymann termed "White House people" into it, and

34/ '

Heymann gave his approval. —' On June 2, Lisker

telephohed Wise's secretary; he recalls leaving the

*/ Lisker said, with regard to Heymann's suggestion that
Heymann confront the target, that it had never been done
before. 30/

**/ Wise's log records calls by Blackman on May 14 and May
57. Blackman's notes also record calls on May 15, May 28,
and Blackman also called on June 2. Blackman was told by
secretaries each time that Wise was out or in meetings;
several times they said Wise would get back to him. 32/

Wise contends that during this time he was awaiting guidance
from the White House counsel's office, and was preoccupied
with other matters. 33/

_ W77 Approved For Release 2011/09/27 - CIA-RDP90-00552R000101000002-9
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message that if Wise would not talk to the FBI agent, he
might have to(tglk to a grand jury.éi/ That day, June 2,
someone from the White House counsel's office contacted
Blackman and arranged an interview with Wise, which occurred
on June 4, 36/ | |

Neither Wise nor his Secretary Nell Yates recalls
any message fromlLisker concerning a grand jury. 31/ As
Wise explains the timing of his return call to Blackman,
when Wise first found out that another FBI agent was calling,
he contacted the WhitevHousé counsel's office again. When
that office recontacted him, he was told to set up an
interview, and he then called the agent. 38/

In the interview, Wise was asked if he recalled, or
his records reflected, any calls from Billy Carter during
the period from September, 1978, through January 11, 1979,
concerning Libyan airplanes. Wise indicated that he did
not. Blackman was not told that Wise's call back log contains
an entry for Randy Coleman dated January 5, 1979. Also,
Wise was asked the hypothetical question of what Wise would
have done if Billy Carter had called and sought a briefing.
Wise replied that he would have referred Billy Carter to

*
the NSC. X/

*/ Wise wrote a memo to the file on the meeting in which he
states that he told the agent he would have referred Billy
Carter to the Administrative Assistant to the NSC. Blackman
wrote an interview memorandum in which he states he was

told only that Wise would have referred Billy Carter to the
NSC; based on that memorandun, ne does not recall the mention
of "Administrative Assistant." Further investigation was
difficult when a body such as the NSC was named; in contrast,
Lisker rapidly learned of the Quandt briefing once- Wise, in

a subsequent interview, named SPecifiC'persons.-gg/
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The second context for the consideration of proceeding

before a grand jury was the need to investigate the leads
from intelligence sources concerning Libyan payments to
Billy Carter and the Charter Oil deal. On June 9, Heymann,
Richard, Martin, and Lisker met and considered use of a |
grand jury for that purpose. At the meeting Heymann and
Lisker favored proceeding by civil means, while Richard and
Martin favored use of a grand jury. Heymanh recalls that
use of a grand jury was being seriously considered on

June 9 and remained under serious consideration by the
Criminal Division through June 27.4%/

On June 10, Billy Carter contacted the Justice
Department. Billy Carter's activities immediately prior to
this contact were as follows. As discussed above, Coleman
recalls that after being told by the Libyans in April and
May of delays in the oil and loan deals, on June 1 he was
told to sit back and wait. On June 2, Billy Carter and
Sprague flew to Tennessee to discuss business deals, and
Billy Carter went back to Georgia on June 5. 42/ On June
2, as described above, Lisker recalls leaving Phil Wise a
message that if he did not make himself available he would
be called into a grand jury. On June 9, Billy Carter visited
his attorney, John Parks, who had previously advised him on
foreign ageﬁt registration. Parks recalls that while

discussing other legal matters, Billy Carter mentioned that

he had business transactions "hanging fire" because the
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people involved Kept hearing about the Justice Department's
investigation. Carter asked if Parks would mind finding
out about the investigation. 43/

Parks called Lisker on Juné 9, and Lisker returned’
the call. Lisker recalls Parks telling him that Billy
Carter wanted to know if there was going to be a grand

*/ 44/

jury.—~" — Lisker told Parks that he could not discuss

*/ Parks does not recall the subject of the grand jury.
Billy Carter testified that he asked Parks to call because
he had discussed appearing in the programs Nashville on the
Road and Hee Haw, and wished to resolve his status before

becoming involved in these programs. 45/

Reg Dunlap, who is responsible for booking guests on
Nashville on the Road, states that on May 13 Billy Carter
was appearing on another television show for which Dunlap
books guests, Pop Goes the Country. Dunlap states Bill
Turner, Dunlap's associate, recalls making a casual
statement to Billy Carter that day that Nashville on the
Road would be in Daytona Beach, Florida, in the fall, and
that Billy Carter should come down with his wife for the
show. Billy Carter's response was off-hand, to the effect
that he would look into it, and Turner does not recall
Billy Carter mentioning that he was being investigated.46/

Sam Lovullo, who produces Hee Haw, recalls seeing Billy
Carter in Nashville in May or June, 1980. he does not
recall discussing a future booking of Billy Carter, but
Billy Carter had been on the show several times, and Billy
Carter might have said, "When are you going to have me
back?" Lovullo recalls no mention of Billy Carter being
investigated.47/

- T
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the matter with Parks, and that Billy Carter should call
him. 43/ on June 10, Billy Carter also contacted
Brzezinskl, telling him he would be in Washington on June
11, and they agreed to meet on that day. 43/

The next day, Billy Carter called Lisker and told
him he would be meeting with Brzezinski the next day and
would like to set up a meeting with Lisker as well. He
told Lisker he had prospects for business deals, and that
he had seen that Attorney General Civiletti announced in a
news conference that his investigation was taking too

50/

long. =’ fThey agreed to meet on June 11. Lisker and
Heymann then arranged for the FBI to conduct a surveillance
of Billy Carter during his day in Washington, in case there
was a chance to qbserve him receiving payments from the

*
Libyans. */51/

*/ In the FBI, this request was checked with Director
William H. Webster, who approved it on condition that the
agents conducting the surveillance not enter the White
House. The surveillance produced nothing of interest. 52/
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At 2:10 p.m. on June 11, Billy Carter was
interviewed in the Justice Department's Federal Triangle
Building by Lisker and Richard. Lisker began by reciting
what Billy Carter had said on January 16 that he had
received from the Libyans (a list which had not included
any payments), and Lisker asked if that was still accurate
and if there had been anything else. vAfter Billy Carter .
said, at first, that there was nothing else, Lisker said
that his sources of information suggested that was not
accurate. Lisker recalls that Billy Carter then stated
that he had asked fcr a $500,000 loan from the Libyans and
had gotten $200,000; that he had gotten a payment of
$20,000 sometime after the January 16, 1980 interview, 53/
as partial reimbursement for $40,000 in out-of-pocket
expenses in connection with the reception for Libyans in
Atlanta in January, 1979; and that he had an arrangement
for brokering oil for Charter Oil. 24/ Richard confirms
Lisker's account, which is recorded in a contemporaneous

*/

interview memorandum.

*/ Lisker drafted an interview memorandum which was typed
June 12. 55/
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Billy Carter states that his recollection of the -
June 11 interview "may not be clear or entirely adcurate." 36/
He recalls telling Lisker that he wanted to make full
disclosure, 31/ and denies that he said the $20,000 was
partial reimbursement for expenses incurred during the
visit by the Libyans in January, 1979. 58/

During the interview, Billy Carter complained of
government harrassment, citing the IRS as an example. He
said that Brzezinski had called him, had indicated that he
knew about the Charter Oil deal, and had said that it could
be politically embarrassing to the administration and that

Billy Carter should back off from it. 53/

Billy Carter
left the interview at about 3:30 for his appointment at the

White House with Dr. Brzezinski.

Civiletti is Briefed and Talks to President

| After the interview, Lisker and Richard immediately
arranged to brief Deputy Attorney General Charles Renfrew
on the meeting, to raise several concerns: the break in the
case from Billy Carter's admissions; the possibility that
Billy Carter would complain to the President of harassment
by the Justice Department; and Brzezinski's disclosure to
Billy Carter. 89/ After a short meeting, Renfrew arranged

for the three of them to brief Civiletti immediately in

Civiletti's office.
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. In that 5riefing, Richard told Civiletti that Billy
Carter had acknowledged a $200,000 loan and a $20,000 re-
imbursement, and told Civiletti about the FBI surveillance
of Billy Carter that day. 51/ Then Richard informed
Civiletti that he and Lisker were very concerned that
Brzezinski may have disclosed information of the most
sensitive type, and, recognizing that they had a
responsibility for investigation under the espionage laws,
they wondered what the nature of the disclosure was, and
what steps, if any, shouldvbe taken to investigate it. 82/

Lisker and Richard recall that the Attorney General
discounted the possibility Brzezinski had disclosed
intelligence information. 83/ Civiletti told them he
understood from the person who had brought him intelligence
information in April that he was the only one who received
this information. Civiletti also told them that Brzezinski
had sources in the Departments of Commerce or Energy and in
the oil industry itself which may have accounted for his
knowledge of the Charter Oil transaction. 84/ Richard

recalls that his "initial concern about [Brzezinski's]

possible breach of security was allayed to some extent by
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*/ 65/

the Attorney General's statement." — Lisker's was
not. 17 Subsequently, while Lisker discussed with Martin
the possibility of an investigation of Brzezinski, no
actual steps were taken until the Office of Professional
Responsibility (OPR) took jurisdiction of the matter-::/
Civiletti asked Lisker whether he felt‘prepared to
bring a case right then to compel Billy Carter to register, .
and Lisker replied that he wanted to do further investigation
and that he did not have a sufficient case to bring an
injunction suit. This led to a general discussion of leads
and further avenues for investigation. They discussed
interviewing Randy Coleman. Lisker said that he had advised

68/

Billy Carter to register, and that he would do so again. —

*/ Civiletti's recollection on this subject is vaguer than
Fhat of Lisker and Richard. He recalls that he said that
the information given by Brzezinski to Billy Carter might
have been from the same intelligence documents received by
the Justlice Department in April, but the information also
might have come from many other sources from which Dr.
Brzezinski regularly receives information. As for whether
the matter would be investigated, Civiletti does not "know
that I focused on that very hard. But I certainly do recall
Mark [Richard] and perhaps Joel ([Lisker] even chiming in
and saying they were concerned about it. And I expected,
as with any other thing, if the Criminal Division is
concerned or interested in a matter, they will pursue it.
My standing directions are to pursue all leads vigorously
and soundly." 67/

*/ On July 25, 1980, OPR opened an investigation of the
handling of the Billy Carter case by the Justice Department.
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At this point, Richard and Lisker recall a commént
by Civiletti. Richard recalls that he may have told
Civiletti that they were considering taking the matter
into the grand jury, and that Civiletti said "let's wait
ten days and see what happens," or njet's wait five days
and see what happens.” 69/ Lisker recalls Civiletti
saying, "don't do anything for ten days." The sense of thé
statement was not that Lisker should stop the investigation, .
but rather Lisker should not make a disposition (such as
going to a grand jury) in that time period. 19/ Lisker's
recollection is corroborated by his contemporaneous statement
to an FBI official that the Attorney General had decided to
wait for approximately ten days prior to deciding what
future action the Justice Department should take regarding
Carter's registration under the FARA. */ 1Y
Civiletti recalls that Lisker had said that the
evidence was not there for bringing civil suit, and so
"right at that moment there was not any question about

further action in disposition or decisions to be arrived at

at that point.... Billy Carter was coming in for a reinterview,

*/ This statement to the FBI official is described below.
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and the most that I could have said with regard to ["]what
happens over the next week or few days["] or ["]let's see
what happens hereafter("] was in response to, or at the‘
close of the meeting when Lisker said he was going to ask
Billy Carter to register.” 12/ Civiletti asserted positively
that he never directed or suggesteq that the investigation

73/

in any way be delayed or deferred, —' which is consistent '
with Lisker's sense that Civiletti's words concerning
deferring disposition of the case, not deferring the
investigdtion.

That same day, Civiletti had telephoned Phillip J.
Wise, Jr., at 11:05‘é.m. to make an appointment to see the
President to discuss nomination of judges. 14/ Wise does
not recall anything other than talk about judicial
nominations from that conversation, nor does Civiletti.
Wise recalls that normally an appointment by the Attorney
General with the President could be arranged within seven
to ten days, 15/ and, in fact, the appointment was made
for June 17. Civiletti does not recall if he knew that
;fternoon that he would be seeing the President within ten
days, but he considers it unlikely that he knew the

specific date. 16/
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The weight of the evidence indicates that Lisker's"
recollection is largely correct: his independent
recollection is clear, and it is supported both by a
contemporaneous statement he made to an FBI official, and,
in large measure, by Richard's recollection. 2/ Moreover,
Civiletti told the Subcommittee "that the Attorney General
has the right, the duty, the responsibility to do whatever
is right with regard todan investigation, and that means

%* %
convene a grand jury or stop a grand jury...." x*/ 11/

*/ Lisker's recollection was independent in that it was
given without knowing that the FBI official had
memorialized his statement. The FBI memorandum was not
found until three weeks after Subcommittee staff first
questioned Lisker, and Lisker had no prior knowledge of it.

**/ Heymann, on the other hand, "regarded the decision [on
choosing civil or criminal proceedings] as [his] to make,
not a decision for the Attorney General, not a decision for
the Deputy Attorney General, although they had the right to
overrule [him] by going through certain formal, arduous,
and embarrassing procedures.” 18/
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After the briefing by Renfrew, Richard and Lisker,
Civiletti does not recall receiving further information on
the case, apart from a brief mention by Heymann that he
favored civil rather than criminal treatment of Billy
Carter. X1/ On June 17, Civiletti met with President
Carter and White House Counsel Lloyd Cutler for twenty-five
minutes to discuss judicial nominations. 80/ Civiletti
then asked to speak to President Carter alone, and Cutler
left.

Civiletti spoke to the President about his upcoming
trips and the functioning of various divisions of the
Justice Department. Then, according to Civiletti, Civiletti
told President Carter that the Billy Carter matter was a

**/

case of the kind which they could not discuss.— He then

*/ Sometime after June 4 Civiletti met Heymann and commented
that he did not think he should discuss the Billy Carter
case with the President. Heymann agreed. 80/ Also, on
June 13, Civiletti lunched with Webster. While Webster had
the Billy Carter case on his agenda, neither Webster nor
Civiletti believe they got to it. 81/

**/ Civiletti has said that a "spur" for him to talk to the
President was his awareness, from what Renfrew, Lisker, and
Richard warned him on June 11, that Billy Carter might be
complaining to the White House and thereby creating what
Civiletti termed "smoke."

However, as Cutler testified, 83/ Civiletti did not
mention such a concern either to the President or to Cutler,
who would handle White House complaints about Justice
Department cases. When asked in his press conference on
July 25 why he spoke with President Carter on June 17,
Civiletti said nothing about the possibility Billy Carter
might be complaining to the White House. 84/

PR
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told President Carter that in his view the President's
"brother was foolish and should have registered long ago."
The President asked what was likely to happen if Billy
registered under the Act, and Civiletti replied that if he
told the truth and registered under the Act, that it was
his "understanding that the general practice in the Justice
Department was not to prosecute." 85/
President Carter dictated a note for June 17 which
states that Civiletti "told me that Billy ought to acknowledge
that he was an agent. There would be no punishment for
him. But that Billy was unwilliné to do so because he claims
he was not an agent of that country.” Civiletti testified
that he had not told the President that there would be no
punishment to Billy if he acknowledged he waé an ’agent. 86/
In the August 4 report, President Carter stated that the
"Attorney General did not inform me of any detail as to the
corduct Of the investigation. What he told me about the
Department's insistence that Billy file a registration
statement and the Department's standard enforcement policy
was essentially the same as what the Department's lawyers
were saying to Billy's lawyers, as Mr. Cutler's attached

*
statement shows." §l/ —/

*/ The discussions between the Justice Department attorneys
anc¢ Billy Carter's attorneys, and the reporting about those
discussions by Cutler to the President, are described below.
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. *

Billy Carter See Brzezinski and Cutler

On June 11, after Lisker and Richard interviewed
Billy Carter, and while Lisker and Richard were briefing
the Attorney General, Billy Carter went to the White House.
There, he informed Brzezinski that the Department of Justice
was questioning him regarding his relationship with Libya.
Billy Carter asked whether there were any national security
reasons why he should not disclose his role in November,
1979, in arranging Brzezinski's meeting with Houderi on
the hostage issue. */ Brzezinski then had Cutler join
him, and they both confirmed that they saw no reason why
such information should be withheld. When Billy Carter
indicated he had attended the Justice Department interview
without a lawyer, Cutler advised Billy Carter to obtain
one, and Cutler and Billy Carter went to Cutler's office. 88/
Cutler recommended several lawyers, including Steven Pollak
and Henry Ruth, who had been counsel for Hamilton Jordan
during an investigation begun earlier of his drug charges.
Billy Carter chose Pollak and Ruth, whom he and Cutler

called. §2/

*/ There is no evidence that any executive official ever
told Billy Carter he could not disclose his role; that
appears to have been, for whatever reason, his own idea.
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Billy Carter then left Cutler's office and went to
Phil Wise's office, where Wise recalls his inquiring as to
where his brother was. While Wise was looking for President
Carter, Billy Carter remarked to Wise that he had just
hired "Hamilton's" (Hamilton Jordan's) attorneys. By this
time President Carter had been located on the tennis court,
and Billy Carter went there. */ 90/ Then, Billy Carter
was taken by a White House car to Ruth and Pollak's office. 92/
During a one-hour consultation, he retzined Ruth and Pollak,
and then went to the airport to return to Georgia. 93/

After Billy Carter had left the White House, Lisker
called Wise's office, leaving a message that'Billy Carter
was due for a meeting at the Justice Department. Phil
Wise located Billy Carter in the car and advised him of
ﬁhe message, and Billy Carter replied that his attorneys
were handling that. 94/ That evening, Pollak called Lisker,
and told him that Billy Carter had retained him, and that
‘Billy Carter would not be returning to Lisker for further
interviewing; they agreed to meet the next day. 95/

Billy Carter Agrees to Register

On the morning of June 12, Pollak and Ruth met with

Lisker and Martin at the Justice Department, who briefed

*/ president Carter has ng%/described this meeting on

Fune 11 with his brother. Zz&
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them on the case against Billy Carter. The Justice Department
attorneys told them Billy Carter had to register as a | |
foreign agent, and held out the possibility of criminal
prosecution. */ gﬁ/ That day Cutler called Pollak, and
recounted Brzezinski's and Cutler's statements of the

previous day to Billy Carter that there was no national
security objection to disclosure. **/ This was the first

of a series of calls by Cutler to Ruth and Pollak, principally
motivated, according to Cutler, by a desire to be apprised
when the case wéuld be publicly resolved to prepare a

. . *
white House reaction. _11/

*/ On or about June 12, Lisker briefed an FBI official on
the interview of Billy Carter on June 11 and on the meeting
with Civiletti. Based on this briefing, the FBI official
drafted a memorandum to the FBI director which is the only
contemporaneous record of Civiletti's statement on June 11
concerning a ten-day wait. ZZ

**/ Cutler recalls this; Pollak does not. 98/

**%x/ Cutler testified: "I had three objectives, Mr.
Chairman, in the course of those conversations. The first
was to make sure, since I did not know, on the basis of my
conversations with Billy Carter, whether he had indeed
retained them as counsel..

The second was to follow up with them to be sure that
the November 1979 meeting, which certainly was comprehended
within a Justice Department question to Billy Carter about
any contacts with the White House about Libya, would indeed
be reported to the Department of Justice, as we had informed
him there was no objection to doing that.

And my third objective, as time went on, was insofar
as I properly could, without having any contact with the
Department of Justice about the matter, to be apprised of
when the case was about to be resolved in a manner that
would become public and which might require Presidential
comment, so that I could advise the President and consult
with the White House press office what to do." ZZ
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Either that day, June 12, or the next day, Cutler
told President Carter of his meeting with Brzezinski and
Billy Carter, and that on his recommendation Billy Carter
had retained Ruth and Pollak as counsel. President Carter
responded that Cutler's recommendation of counsel was
correct and he was glad to hear his brother had retained
counsel. 100/ .Several days later, on June 17, Cutler het
with Civiletti and President Cartef, but as noted above;
the subject of Billy Carter was not raised in Cutler's
presence. 101/

On June 25, Cutler met Pollak at a luncheon, and
reconfirmed to himlthat Brzezinski and Cutler had authorized
and encouraged Billy Carter to disclose the hostage matter
to the Justice Department. 102/ rhat day, Ruth and Pollak
met with Lisker and Richard. Pollak informed the Justice
Department attorneys that there was one matter that Billy
Carter had believed he was not free to disclose because of
a classification problem, which Pollak now wanted to disclose.
It concerned the release of the hostages, and was made at
the request of representatives of the United States government.

Pollak did not name Brzezinski or go into further detail; */

* pollak recalls giving this information on that day, and
Cutler recalls Pollak telling him on June 26 that the Justice
Department had been informed of the November 1979 meeting

and had expressed no interest. Lisker's recollection is that
while Pollak hinted at some project Billy Carter was connected
witr, ne never did tell Lisker what 1t was. 3/
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he was not asked for further detail. */
The next day, June 26, Cutler called Billy Cartér'é
attorneys and Ruth briefed Cutler. 105/ cutler then wrote
a memorandum to President Carter, based on that briefing,
telling him that Ruth and Pollak were trying to persuade
Billy Carter to register without sﬁccess yet. The memorandum
stated that the Justice Department attorneys intended to
recommend some action unless Billy Carter agreed by June 27
to register, and that Billy Carter's attorneys believed that
action would either be the convening of a grand jury, or a
civil suit. The memorandum also noted that "neither the
Attorney General nor anyone else in Justice has discussed
the timing or any other aspect of the matter with me. I
recommend against initiating any inguiry at this end.” 106/
This memorandum apprised the President that Billy Carter's

registration might not end the matter. Lisker and Heymann

*/ Lisker had known, prior to Pollak's statement, about
Contacts between Billy Carter and Brzezinski in this general
context. He sought no more information because he understoocd
Billy Carter's role to have been initiated by the American,
not the Libyan, side, and so attributed to it no significance
in terms of evidence that Billy Carter was a Libyan agent.
Also, Ruth and Pollak did not furnish Lisker with a copy

of the April 7 $200,000 check until July 10, and they did

not furnish him with a copy of the $20,000 check until

after July 14. Lisker's impression prior to registration
remained that the $20,000 check had been received by Billy
Carter in the early spring of 1980, as Billy Carter had

told him on June 11. Accordingly, Lisker did not know

that the $20,000 had been received the month after the
hostage contact. 104/
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testified that in the June 12 and June 25 meeting, Ruth and
Pollak had been told that "even if we got a registration
statement, that criminal [prosecution] was still an open
avenue. 106a/ This testimony is consistent with the Justice
Department's eventual decision to file a civil suit even though
Billy Carter had agreed to register without one. Cutler told
the President that Ruth and Pollak believe "the Justice
Department lawyers would be satisfied with the filing of a
registration. However, there is some risk that registration
this late would not satisfy Phil Heymann..." 106b/ */

Based on Cutler's memorandum, President Carter
called Billy Carteﬁ on June 28 to encourage him to cooperate
with his lawyers. Billy Carter said that his counsel were
in ﬁegotiations with the Justice Department, but that he
personally did not think that he needed to file a registration
statement. That day, President Carter dictated for his
records that "this can become an embarrassing incident

later on, particularly with American Jews." 107/

*/ Ppollak recalls that it was his understanding that if there
was a full registration statement, Justice Department policy
would not call for prosecution for failure to register. Pollak
could not recall what the Justice Department attorneys had said
to support that understanding, or which meeting they said it
in, or which one said it. It is therefore not clear at what
point he arrived at that understanding, or what consideration
between counsel it was based upon. 106c/
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on June 30, Cutler called Ruth. lﬂg/ Based on that
call, Cutler wrote another memorandum to President Carter,
saying that Billy Carter's lawyers described him as "very
'down and out' and in need of a friend,” and that Billy
Carter's lawyers were unwilling to prédict whether he
would register. Cutler added that registration‘was obviously
preferable, from Billy Carter's point of view, to a grand
jury investigation or a civil suit, and that the Justice
Department had now set a deadline of July 1 for Billy
Carter to register. */ 109/

President Carter received that memorandum on July 1,
and cailed Billy Carter. In a seven minute call, the
President urged his brother to register. The President
dictated afterwards for his records, with regard to Libya,
that his brother "has been acting as their agent apparently.
But {Billy) considers himself to be singled out, especially
by Jack Anderson and Safire -- which is probably true." 110/
Later that morning, Pfesident Carter informed Cutler that
he had called his brother, who seemed to be receptive and
that the call might have done some good.lll/ That afternoon
Cdtler called Ruth and Pollak, who said that they were
meeting with Billy Carter the next morning for his final

decision, and Cutler informed President Carter of this. 112/

*/ This deadline was subsequently extended.
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The next day, July 2, Bllly Carter agreed to regzster, by F<t

his account his pr1nc1pal desxre was to avoid a lenghty S

113 e e -
grand jury proceedlng ln Washlngton, D.C. == 113/ -Pollak = “¥7i-ST

id

called Cutler that day and'told ‘him B111y Carter -had~authorized ™+ .

ST SO 114, a
them (Pollak and Ruth) to negotlate ‘his reglstratlon. 114/.. S
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C1v1l Su1t and Reglstrat1on -

Durlng this perlod the Justice Department attorneys -~ “i7:

had been dec1d1ng ‘how to resolve the case: -On June 27; °°

T
N
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Llsker, Rlchard Heymann, Martln, andMStephanle Smlth, -

spec1al dSSlStant to Heymann{ met to dlSCUSS the® dlsp051tlon SR8

of Bllly Carter s case." The dlscu5510n canvassed® both’™/ Uzsluid

......

and proceeded w1thout anyone mentlonlng any extrinsic ® ¥v7 .Tiiz

influence or spec1al con31deratlon for Bllly'Carter as the " ~~7-2

Pre51dent s brother.' The dlsp051t10n of c1v1l ‘suit and T T Gs%

reglstratlon was dec1ded upon “in response “to 4 number of ° R

factors of whlch three stand out: (l) the ‘weakness of ‘the* -~

case for prosecutlng Bllly Carter, who could conv1nc1ngly

contend that he never thought of hlmself as belng under

- A

Libyan control and thus that hlS fallure to reglster was -

not crlmlnally w1llful (2) the llkellhood that grand JurY ii:_m

proceedings: would last from six to elghteen months, durlng__,w;?

which tlme the goal of the FARA - dlsclosure - would be B

Do -7

frustrated by grand jury secrecy; (3) the- optlon left open”%”

trat 1f Billy Carter were concealing information from the
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Criminal Division then aftér being compelied by civil suit
to register he could be subject to prosecution for filing

a false registration statement. */ 115/ On July 2, Lisker
completed a prosecutive memorandum, approved by Martin,

and Richard completed a shorter memorandum which were
furnished to Heymann, all supporting the recommendation of
civil suit and registration, and in a July 3 meeting Heymann
approved that option. 120/

On July 2, Ruth and Pollak met with Lisker and
Richard at the Justice Department. Ruth and Pollak indicated
that Billy Carter was willing to register. Lisker and
Richard indicated that they felt they needed the protection
of a court injunction, and so they would file a civil
suit, but that Billy Carter's attorneys would be free to
simultaneously file a consent to the entry of a judgment
against Billy Carter. 121/ on July 7, President Carter
met Billy Carter in Plains, where Billy Carter indicated

he was being harrassed by the government about Libya. 122/

*/ On June 27, as a follow-up to the FBI interview of

Phil Wise on March 14 and June 4, Lisker called Phil Wise,
and spoke to him on July 1. He asked Wise the hypothetical
question: to whom would he have referred Billy Carter if
Billy Carter had called about Libyan aircraft. Wise named
Inderfurth, Quandt, and Sick, all present or former NSC

staff members. 116 Lisker then called Quandt and Inderfurt
who told of their August 1978 briefing of Randy Coleman. 117/
It was not until after Billy Carter registered on July 14
that Lisker, in the course of unrelated inquiries at the
Department of State, was told first by Roy and then by

Draper of Draper's January, 1979 briefing of Randy Coleman. 118/
On July 1, Wise also spoke to Pollak. 119/

h,
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On July 8 or 9, while on a .flight with President Carter to
Tokyo, Cutler told him Billy Carter had agreed on July 2
to register, and he recalls President Carter being pleased. 123/

Ruth, Pollak, Lisker, and Martin again met on July 8,
10 and 11 to negotiate the contents of a registration
statement. 124/ On July 11, in an effort to avoid civil
suit, Ruth and Pollak appealed the Criminal Division's
decision to file suit. Pollak recalls that he intended to
take that appeal to whoever was the highest Justice Department
official made available to him. 125/ At the time Deputy
Attorney General Charles Renfrew was available rather than
Civiletti. Renfrew listened to presentations by the Criminal
Division attorneys and by Ruth and Pollak and upheld the
decision to file a civil suit. */ 126/

After the appeal to Renfrew, Ruth and Pollak called
Cuﬁler, stating that‘they were in tﬁe final stages of
negotiations with the Justice Department concerning filing
of a complaint, consent judgment, and registration statement.
They asked Cutler to check with President Carter that
-Billy Carter had never discussed any specific U.S. policy
or action toward Libya with the President. 128/ cutler
then called President Carter, then on Sapelo Island, who
said that he had some general family conversations witﬁ

Billy Carter in larger groups in which there were discussions

*/ Civiletti stated that, had an appeal been take
fiim, then despite his June 17 meeting with President Carter,
he himself would have decided the appeal. 127/
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of Middle East policy, in which Libya might well have been
mentioned, but nothing specific about any particular -U.S.
action or stance. 129/  cCutler called Ruth back and told
him this, and Ruth said that the court papers soon to be |
filed would disclose two substantial payments to Billy
Carter, one in January'1980 of $20,000 and one in April
1980 of $200,000. 130/ cutler told this to Jody Powell,
asking him to inform President Carter. 131/ However,
Powell recalls telling President Carter only that court
papers would be filed, not about the payments. 132/ president
Carter noted that day that "Lloyd Cutler called to say
that Billy had agreed to sign the Justice Department Consent
Order on revealing his relgtionship with Libya, which is
good news I think." 133/

July 11 was a Friday. On July 14, the following
Monday, the Justice Department filed its civil suit against
Billy Carter. Under the agreement between the Justice
Department and Billy Carter, the Justice Department filed
a complaint against him. While Billy Carter neither admitted
nor denied the allegations in that complaint, he agreed

not to contest those allegations. The Justice Department's

complaint alleged that Billy Carter had "reached an understanding

to act within the United States as an agent of [Libyal."
Carter was alleged to have performed a number of activities

useful to Libya: hosting a Libyan delegation; escorting a
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tour of Libyan delegates; participating in Libya's Tenth
Anniversary celebration; undertaking a propaganda éampaign
including public statements in support of Libyan foreign
policy objectives; and agreeing to undertake the establishment
of the Libyan-Arab-Georgia Friendship Society.

As compensation for "making his best efforts" pursuant
to agreement with the Libyans, Billy Carter was alleged to
have received "substantial compensation,” principally the
following: Libyan gifts; two all-expense paid trips to
Libya; "twenty thousand dollars paid ... on or about March
1, 1980:" "two hundred thousand dollars paid ... on or
about March 1, 1980;" and that Libya "held out" Billy
Carter "to the U.S. business community as a commercial
intermediary through whom U.S. business entities could
deal with Libya."

Since Billy Carter consented to the Jusﬁice Department’'s
request for relief; instead of contesting its complaint,
the Court issued an injunction requiring him to file a
"true and complete registration statément“ and to comply
. with the other legal duties of a registreed foreign agent.
Accordingly, Billy Carter filed a registration statement
for whose truth he vouched. The statement described Billy
Carter's first and second trips to Libya, his hosting of a

delegation, and other activities prior to March, 1979.
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The statement described Billy Carter's receipt of gifts,
expense-paid trips, and two monetary payments, $20,000 in
January 1980 and $200,000 in March 1980, both described as.
loans which were "partial payments upon a loan of $500,000
requested by Mr. Carter." It described Billy Carter's
arrangement with Charter, but did not admit that the arrangement
was a form of Libyan compensation. Neither the complaint

nor the registration statement mentioned Billy Carter's

role in the hostage negotiations.

On the day of the filing Ruth called Cutler to

‘inform him of the disposition of the case. Cutler then

called Clough, and told her what had happened; asking her
to inform the President, and mentioning that the court
papers included references to some very large payments
that would attract public attention and criticism and
would require comment. 134/ Although Powell,on July 11,
and Clough, on July 14, had been told of the payments, and
Cutler had asked them both to speak to President Carter,
President Carter recalls that he had no knowledge of the

payments until July 15. */ 135/

*/ For whatever reason, the President's closest advisors
on the White House staff apparently did not consider it
necessary to inform President Carter immediately of the
payments.

N
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Attorney General Meeting with President not Disclosed .
Untll July 25 —— :

.After the f111ng of the complalnt on July l4,irepeated

w7 -
RN *

1nqu1r1es were made by Cutler and the press before either -

4 e e
- R

T

President Carter or the Attorney General revealed thelr"~ ‘*‘”,“'
conVersatlon of June 17. On July 14 Cutler called C1v11ett1,

and told h1m that the complalnt and other court’ paoers had

Y s s
7eon

been flled in a case whlch Cutler referred to as "a matter

you and I have been unable to dlscuss,";whlch Cutlef alsd @@ 7=n

thinks he 1dent1f1ed as the Billy’ ‘Cartetr matter. ' He fold ™ Tisd

r \n.

Civiletti he was 1nform1ng the ‘White House' ‘préss officeé “7TEIIVED

that if it recelved questlons about 'any White ‘House ‘role +'UVu

;,};,,

in this case, to state that there had been no contact w
between the Whlte House and the Justlce Department with'

reference to thls partlcular 1nvestlgat10n. “cutler” recallsﬁyv"
C1v1lett1 conflrmlng that thlS was correct / 135/

By the end of the week of July 14 Pre31dent Carter
had approved the preparatlon of what became a statement on <77

July 22 whlch Cutler refers to as the "whlte paper," whlch

i

= R T P

*/ C1v11ett1 recalls only that Cutler said somethlng h
about a case:about: which he knew nothxng which was going .
to be, or had been, flled that day. : R

[
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described the various Billy Carter contacts with the Whité
House as the White House éould reconstruct them, and the
lack of any contact between the White House and the Department
of Justice concerning the conduct of the investigation. 138/
On July 18 or 19, Cutler recalls having a conversation

with President Carter about the importance of preparing a
White House statement about the Billy Carter matter. 139/
President Carter did not then tell Cutler about the June 17
conversation with Civiletti. On July 21, as the white

paper was being prepared for release, Cutler checked with
Civiletti the statement in that paper that at "no time,
however, has there been any 6ontact in either direction
between the White House.and the Department of Justice
concerning the conduct of this investigation....” 140/
Civiletti confirmed that that was corgect. 141/

On July 22 or 23, during preparations for Civiletti's
préss conference on July 24, Civiletti visited the Justice
Department's Public Information Office. John Russell, who
was acting at that time as the office specialist on the
Cr{minal Division and the Billy Carter case, recalls
Civiletti asking him what was happening. He told Civiletti
that there had been numerous inquiries about two points

concerning the Billy Carter case, one of which was whether
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there -had been discussions between the White House and the
Justice Department on that case. Civiletti responded,
Jnot by me." */ 142/ Following normal procedures, Russell
then drafted proposed answers to ahticipated press questiohs,
for Civiletti's use in preparing for the press conference.
Among these gquestions and answers were the following: "Q.
Did you, or anyone else in the Justice Department, discuss
the Billy Carter case with any White House official, especially,
Lloyd Cutler? A. No." 144/

On July 24, at his press conference, Civiletti was
asked as his first question, "Did you or your colleagues,
Mr. Renfrew and Mr. Heymann ever talk to the President or
any other White House aides about the Billy Carter case?"

Civiletti replied, "No." 145/ civiletti explaihed the

following day that in making that answer, he drew a distinction

between a substantive discussion about the conduct of an
investigation and the brief conversation of June 17 with
the President. However, as posed, the question does not
distinguish discussing from briefly conversing; it asks
simply whether Civiletti talked. 1In the hearings, Civiletti
said that his answer to that question was “wrohg," that it

was a "serious mistake" and that he regrets it. 146/

*/ Russell recalls this. Civiletti does not specifically
recall such a discussion, but acknowledges that it could
have occurred. 3/
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Meanwhile, in the course of preparing the July 22
white paper, Cutler had asked Clough to retrieve for him
any notes relating to conversations with Billy Carter,
relating to Libya, if there were any such in the notes
which President Carter dictates each evening. She completed
typing those notes, and gave them to President Carter to
review on July 24. 1In the early evening of July 24, President
Carter called Cutler and read the account he had dictated
of his June 17 meeting with Civiletti. He asked Cutler to
look at the note the next morning and to talk to Civiletti
about it, and then to comé back and talk to him. Cutler
recalls the context of the conversation was that this was
certainly something that would have to be disclosed. 147/
That evening, at a social gathering, Cutler told
Civiletti of the dictated.note that the President had just
read to him, and told him that this would certainly have
to be disclosed. Civiletti immediately recalled the conversation
with the President on June 17. The next day, Civiletti
reviewed the transcript of the July 24 press conference,
and discussed the matter with Victor Kramer, with his
préss assistant Robert Smith, and with Heymann and Renfrew.
That afternoon, hé revealed the June 17 meeting at a press

conference. lﬁﬁ/
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That day, Robert Smith notified Powell that Civiletti
was issuing his statement on the matter. Powell told
Cutler, and they discussed with President Carter the fact tbat
Civiletti had gone ahead without consulting them di;ectly
about issuing the statement. 149/ subsequently, Civiletti
himself called President Carter and told him of the press
conference, and President Carter, Civiletti recalls,bagreed

it was the right thing to do. 159/
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It has been an objective of themSubcommittee‘th?‘ e

agree on a set of conclusions. While there willfbeﬁqAnumbgr:w

of additional statements, the members of the Subcommittee.. . ..

agree to.the following: ., . . = ....... . ..iisi-o

- '-'?"f -~ s ‘ - A I . - R T B e s ;‘ _,:?_..‘ PENRTE e
Libyan officials went to considerable tnogb;e and. .-

expense in establishing and maintaining a relationship.with
Billy Carter.  The.initial contact was the result of persistent
efforts and a devious.series of personal contacts aided by

FRE Y

the participation of an important Libyan official. The .. .

relationship was then cultivated not only through personal . .
participation by important Libyan officials and expense-paid .

trips but by holding out the prospect of a highly:;qggqpiye?,;

oil commission arrangement and a large loan, as well as the. .

actual -transfers of large sums of money. ... .. ... oz
~ The Libgagjglan_to_establighfarrglgtionship:y%gg-ﬂir
Billy,Cartepfma¥hhgye.geceivgd its qriginalﬁimpgtqssgggmzts
the Libyan program aimed,at_;nflugncing U.S. policy through
people-to-people contacts, which is described earlier in
this.repqrg, quisping?Billy_CarperTas,a spokesqgnigqppogtiyg
of Libya and.its?poliq;g$>and condgc;_might have b??ﬂ’::
viewed as aid tqu;bya?s"public re}ations effort.. Billy . M€f
and surely did not extend beyond early 1979, when it became

apparent that he would not be effective as a salesman of
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the Libyan cause to the American peéple. Other purposes
must have remained, because the remarkable relationship
between important Libyan officials and the brother of the
President of the United States continued, and the Libyans
eventually conferred substantial pecuniary benefits upon
him and held out to him the possibility of even greater.
financial rewards.

To a large degree the other possible Libyan purposes
must be left to inference. Among the diverse advantages
the relationship may have provided for the Libyans were an
avenue by which communications between them and the
President might be facilitated should the opportunity and
need arise, a means of embarrassing the United States or
the President at an opportune time, and, perhaps,
opportunities to obtain through friendly conversations with
Billy Carter insights into the personality of the President.
We can assume with some assurance that the Libyan purpose
in creating and maintaining the relationship was to benefit
the Libyan government and Libyan policy.

The Subcommittee believes that operation of the
Foreign Agents Registration Act in this instance served the
valid objective of requiring public disclosure. The
Department of Justice correctly rejected the view that
Billy Carter's oil commission arrangement with the Charter

Crude Oil Company was an ordinary commercial arrangement.
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Rather, the arrangement with Charter was the basis for a

benefit which the Libyan government could bestow on Billy
Carter whenever. Libya concluded that its needs wouldAthereby
be served. The Subcommittee also believes that the payments
totaling $220,000 by Libya to Billy Carter are additional
indicia of the influence or control by Libya over him.
This is so whether the payments are viewed as compensation
for services rendéred or to be rendered by Billy Carter for
Libya, or as a major financial obligation which Billy Carter
must satisfy to a nation whose interests are often inimical
to ours.

II.

Billy Carter was repeatedly warned, by friends,
officials, and his brother, that his actions could embarrass
the United States. The potential for embarrassment was
increased by his failure to inform the government officials
whom he contacted, particularly those in the White House,
that he was negotiating for oil allocations and a large
loan from the Libyans and in fact received substantial sums
of money from them. Billy Carter was repeatedly advised
about the duty of a foreign agent to register, vet he failed
to registef. His conduct was contrary to the interests of

the President and the United States and merits severe criticism.*/

*/ One product of the inquiry into this matter has been the
attention of the Presideng to questionsconcerning official
dealings with members of the President's family. The Subcommittee
notes that yesterday, ©etober 1, 1980, the President issued
quidelines to the head. of executive departments and agencies

on this subject. The Subcommittee has not had an opportunity

to consider whether any matter with respect to these guidelines
should be the subject of ingquiry or comment by it. ' S
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III.

The Subcommittee concludes that the Justice
Department's investigation of Billy Carter would havé
proceeded with considerably more dispatch if the Foreign
Agents Registration Act had provided authority for adequate
investigative tools, if the subject had been more
cooperative, and if relevant intelligence information known
to intelligence gathering agencies of the government had
been provided to the Criminal Division's FARA unit within a
reaéonable time after it became available. It should be
noted, however, in considering the time consumed between
the opening of the file by the FARA unit in January, 1979,
and the registration and the entry of the consent judgment
on July 14, 1980, that some of the most important relevant
events did not occur until late 1979 and 1980. Nevertheless,
the case could have been brought to a conclusion substantially
earlier if any or all of the obstacles described below had
not been present.

The Act does not provide for administrative subpoenas
or civil inveStigative demands. Short of the commencement
of a civil action and discovery.under the Federal Rules of
Civil Procedure, the only way to obtain information about
the activities of an uncooperative subject is to utilize a
grand jury, a drastic step that ordinarily will not be

taken unless some evidence of agency is available. It is
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also noteworthy that FARA enforcement is given a low priority
by the Department of Justice and the staff of the FARA unit
is small in relation to the number of registrations and
investigations for which it is reéponsible, although there

is no direct evidence that these conditions were responsible
for any part of the delay in the Billy Carter case.

Billy Carter was not a cooperative subject. He
repeatedly ignored letters from the Department. When
interviewed in January, 1980, he did not disclose important
information, including his receip£ of $20,000 from Libya on
December 27, 1979. Neither the payments, totalling $220,000
by April, nor the oil allocation negotiations were dis-
closed by him until June 11, and even then they were disclosed
only when the interviewers indicated they had other information
inconsistent with his initial denials. Even after disclosing
the payments, he asserted that the $20,000 payment, which
he later testified was a loan, was partial reimbursement
for advances on behalf of the Libyans.:/ Some delay in the
progress of the investigation is attributable to Phillip J.
Wise, Jr., the President's Appointments Secretary, who was
less cooperative than he should have been in returning
calls by an FBI agent seeking to reinterview him and professed
not to remember events relevant to the investigation which

he could reasonably have been expected to remember.

*/ Billy Carter denied that he so stated. The Subcommittee
credits, and the text reflects, the testimony of Lisker and
Richard, supported by a contemporaneous memor andum prepared

by Lisker.
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When the Attorney General failed to share the classified
information that came to him in April, 1980, with any
trustworthy subordinate who had the necessary security
clearance, he did so without attempting to learn whether
the Department had available to it other information which
might have permitted it to make investigative use of the
April, 1980 intelligence. A call by the Attorﬁey General
for information may have elicited the fact that the FBI had
information from intelligence channels as early as November
and December, 1979, that Billy Carter was trying both to
negotiate a loan from the Libyans and to arrange for a
Libyan crude oil contract on behalf of the Charter Crude
0il Company. When brought together, these several items of
intelligence information might have been usable in the
investigation without compromising sources and were in fact
so used, together with other intelligence information, in
June, 1980, when investigators confronted Billy Carter with
an assertion of knowledge that he had received payments
from Libya.

The Subcommittee concludec that the investigation
was honestly and conscientiously conducted by the Criminal
Division. Moreover, we believe the disposition of the
Billy Carter case as a civil rather than a'criminal
proceeding was the result of an honest judgment on the

merite by the officials who participated in that decision.
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There is no evidence that either the investigation ot
disposition of the case by the Criminai Division was skewed
in favor of Billy Carter because he is the brother of  the
President. |

. Iv.

The Subcommittee has found no evidence that the
decisions of the Department of Commerce and the Department
of State'with respect to export licenses for aircraft or
motor vehicles sold to Libya were made other than on the
merits of the proposed licenses. Nor has the Subcommittee
foqu evidence that the White House attempted to alter
those decisions by reason of any_act'of Billy

- . :
Carter-—/ Although concern may have existed in some

*/ There was testimony by one witness who was a member of
the Carter party on the first trip to Libya that during a
dinner at which the Libyans mentioned the C-130's Libya had

‘ordered from the United States, Billy Carter, who had been

drinking, said he would try "to do something about it."
Billy Carter denied this in his testimony. In January,
1979, Randy Coleman, Billy Carter's assistant, received a
briefing from Morris Draper of the State Department (and we
believe the evidence shows this was arranged through Wise)
on the status of the C-130 aircraft for which a license for
export to Libya had been denied. The Subcommittee has
found no evidence of further activity of Billy Carter with
respect to C-130's.

A conversation between him and Alan Roy on the subject
of 727's is described in the August 4 Report and was confirmed
by Roy's testimony before the Subcommittee. The Subcommittee
has found no evidence of any other conversations about
727's in which Billy Carter participated or of any activity
by him with respect to 747's. The Subcommittee has found
no other evidence of activity of Billy Carter with respect
to export licenses for aircraft or motor vehicles.

L ..a-\{»
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quarters that a decision to grant an export license might
erroneously be.attributed to Billy Carter's influence, it
has not been established that any deciéion was affected by
such a concern.

v.

In April, 1979, the President had made one of several
attempts to dissuade Billy Carter from making a return trip
to Libya by stating in a letter to him that such a trip
"would create severe problems for us because of their threats
against Sadat and because they are fighting in Uganda for
Idi Amin." Billy Carter nevertheless announced in July,
1979, that he intended to return to Libya. There was some
sentiﬁent among White House staff personnel favoring advising
the President to try to dissuade Billy Carter from making
the trip, but the President does not recall receiving advice
from any staff member concerning Billy Carter's planned
trip to Libya. The President did not make a further effort
to dissuade Billy Carter from making the trip. Neither
did the Presidenf make a public announcement disassociating
himself and the administration from Billy Carter's visit to
Libya, an omission that was exacerbated by Billy Carter's
attendance at the celebration of the tenth anniversary of
the Libyan Revolution, which was also attended by terrorist

leaders and a number of representatives of radical governments.
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Nor did the President send an appropriate similar private
message to the Libyan government.:/ The Department of
State was instructed, however, that the trip should bé.

* %
treated as a private one.—

*/ Special Counsel to the President, in a letter dated
September 29, 1980, responding to questions submitted in an
earlier letter by Subcommittee counsel, states in this
connection that the President considered Billy Carter's
trips to Libya to be "strictly private visits involving no
governmental function or purpose"; that in February, during
the Libyan visit, the President had disassociated himself
from certain of Billy Carter's public remarks, and had
stated he had no control over what Billy Carter said or
did; that the President was aware of the American Charge's
report that Billy Carter had avoided political comments;

and that

Under the circumstances, the President did not
feel that any further announcement by him or
private statement to the Government of Libya

was called for. There was no evidence available
to the President before July 14, 1980 to indicate
that the Libyan Government viewed Billy Carter's
trips as being other than private visits or

that the Libyan Government believed Billy Carter
was at any time speaking for or acting on behalf
of the President in connection with such trips.

::/ In July, 1979, an aide wrote Dr. Brzezinski a memor andum
making two suggestions: (1) that Dr. Brzezinski join with
Susan Clough and Jody Powell in urging the President to
attempt to dissuade Billy from making the trip; and (2)

that the Secretary of State be advised by memorandum that
Billy's second trip to Libya was a "private one" and should
be treated "strictly as a personal visit by a private citizen."”
Dr. Brzezinski followed only the latter suggestion, and.
there is no evidence that anyone pursued the first. As for
the treatment of Billy by the State Department on the second
trip, he was not met at the airport in Tripoli by the Charge
d'Affaires or invited to a reception at the U.S. Embassy,

as he had been on the first trip. He talked to the Charge
several times and was a guest of the Charge on a social
occasion. '
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The Subcommittee recognizes the difficulty of
dissuading Billy Carter. However, the Subcommittee‘concludes
that having failed to dissuade him from returning to Libya
the President should have either issued a public statement
or sent a privaté message to the Libyan government,or both,
that Billy Carter did not represent the United States and
that the Libyans should not expect to gain any influence in
the United States by cultivating their relatioﬁship with
him.

VI.

The decision to involve Billy Carter in the hostage
crisis was made and carried out in haste. The decision was
made despite the known facts that diplomatic initiatives |
already underway to persuade Libya to take a position on
the seizure of the hostages had borne some fruit and that
relations between thé Iranians and Libyan leaders were
strained because of the Iranian belief that the Libyan
government was responsible for the murder of a Shiite
religious leader. The reasons for the decision are stated
by the Preéident and Dr. Brzezinski in the August 4 Report

and in the testimony of Dr. Brzezinski before the
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%*
Subcommittee .~ There is no evidence that in making the

decision consideration was given to a number of negative
factors which the Subcommittee believes should have been
given careful consideration. They include the following:
(a) A predictable effect of using Billy Carter
would be to confer a measure of presidential condonation on

* k
his relationship with the Dhibyans.—

*/ While referring to the August 4 Report and the testimony
for a full statement of the reasons, we note the following
from the President's statement in that report (p. 10):

At that time my major preoccupation was the
release of the hostages, and I was ready to
try any channel that could help us reach this
goal. The Muslim community places great
importance on family ties, and I believed that
a request arranged with Billy's participation
would be regarded as coming more directly from
the President and might supplement the efforts
already being made through normal State
Department channels. I recognized there was
a risk of criticism in asking Billy to help
put I decided to take the risk.

Dr. Brzezinski, in his statement in the August 4 Report,
described the efforts to isolate the radical groups in Iran
internationally, to obtain expressions of disapproval from
all other nations, and to induce Libya to take a more con-
structive position. He also described the gravity of the
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(Continuation of footnote from previous page)

situation. With reference to involving Billy Carter, Dr.
Brzezinski stated (pp. 4-5):

Because of the cool nature of U.S.-Libyan
relations, it was not unreasonable for us
to hope that an approach through Billy Carter
might dramatize and underline U.S. deter-
mination to forge an international consensus
condemning Iran's illegal action. Given the
somewhat unconventional style of Col. Qadhafi
himself, there was reason to suppose that a
more direct approach would have more impact,
especially if it could be conveyed credibly
as a personal appeal from the President
himself, reinforcing the efforts of the
State Department.

In addition, he stated (p. 5):

The warm reception given him in Tripoli in
the course of his last trip indicated that
the Libyans might be somewhat more receptive
to an approach initiated by him. At that
time we felt we should use any means to
influence constructively the resolution of
the hostage issue.

%*/ As the President was aware, the Department of Justice
has been conducting a FARA investigation of that
relationship since early 1979.
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(b) Another predictable effect would be to enhance
Billy Carter's stature and prestige with the Libyans. It
was likely that they would attach significance to the fact
that the relationship between the brothers was such that
the President would involve his brother in an important
matter of stéte.

(c) Serious gquestions concerning Billy Carter's
judgment; his lack of concern for whether his conduct would
embarrass the President of the country, and his primary
concern for his own self interest had been raised by his
previous conduct in establishing his relationship with the
Libyans and maintaining it in the face of_admonitions from
the President.

(d) The enhancement of Billy Carter's importance in
the eyes of the Libyans might be exploited by him for his
own economic advantage. This possibility was made more
serious by the financial difficulties that, as the
. President knew, Billy Carter was experiencing.

The Subcommittee believes that full and careful
reflection leads to the conclusion that the decision to use
Billy Carter in the hostage crisis was ill-advised in light
of those risks and the available means of communication

between our government and that of Libya.
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VII.

As events showed, Billy Cartef's telephonic
communications concerning proposed transactions involving
Libya from which he would receive economic benefits
‘increased drématically immediately after the November 27,
1979, meeting and continued at a relatively high level. On
becember 27, 1979, the Libyan government paid him $20,000.
on April 7, 1980, he received another $200,000. The Libyan
government appears to have held out the promise of an
increased oil allotment well beyond that date.

Whether there was in fact a relationship between
these events and Billy Carter's involvement in the hostage
situation is a question that perhaps only the Libyan
officials could answer. The appearance of a relationship
that arises from the circumstances is, however,

unfortunate.
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When Admiral Turner decided to furnish the intelligence
report received by him in March, 1980, only to Dr. Brzezinski
with the request that it be shown to the President, he
denied another intelligence element missing portions of the
information, which were unknown to it and which it had
requested. He thus decided that the information had no
utility for intelligence purposes. In so doing he did not
" consult with the other intelligence element, which had
called for the missing portions but had not received them;
he thus preempted the professional judgment of the other
elemerit that the information combined with the missing
portions might have an intelligence use and indeed may have
been referred to £he FBI.:/

Admiral Turner also decided not to refer the information
to the Attorney General based on his view that the infofmation
was not usefu1~for law enforcement purposes. Admiral Turner

made these decisions without calling for other information

that might have been available within the intelligence
community, and in fact was available. That information

might well have had a material bearing on both decisions.

*/ When intelligence information was obtained in March,

7980, which bore on Billy Carter's commercial dealings with

an oil company and Libyan efforts to exploit them, it was
brought to the attention of the FBI and other intelligence
elements with certain key aspects deleted, consistent with
Attorney General approved procedures pertaining to the
protection of the privacy of United States citizens. The

FBI recipient, unaware of the relationship of the expurgated
report to the Billy Carter investigation, d4id not seek the
deleted portions. It is the Subcommittee's view that the
implementation of those procedures should be examined by the
Department of Justice and the intelligence agencies to -
insure that vital intelligence information reaches appropriate -
U.S. officers who have law enforcement, as distinguished -
from an intelligence, respensibility. ‘
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IX.

Dr. Brzezinski testified that after receiving the
intelligence information from Admiral Turner on Marcﬁ 31,
1980, he spoke to Billy Carter by telephone and then repor ted
both the information and the telephone »convefsation to the
President.:/ The President's recollection is also thét
pr. Brzezinski told him in a single conversation of both
the information and the telephﬁne conversation. If these
recollections are accurate, then Dr. Brzezinski (a) took it
upon himself, without consulting the President or aPpropriafe
intelligence officials, such as the Director of the FBI, to
do an act outside his normal functions as National Security
Advisor that should have been done, if at all, only with
their authority, and (b) kept to himself significant information
aBout the President's brother fof nearly two days, during
which time he had met alone with the President at least

::::::Snce on an occasion when Dr. Brzezinski's handwritten note

. Ahows he intended to discuss it.

*/ Dr. Brzezinski received the intelligence report from
Admiral Turner at about noon on March 31. His initial
account of the sequence was that he called Billy Carter the
afternoon of March 31 and advised the President the following
day (according to the August 4 Report) in an early morning
meeting (according to his deposition). A handwritten note
dated April 1 and stating "Billy Carter/Libya" was prepared
by Dr. Brzezinski for the meeting that morning. At the
public hearing, having been advised of telephone records
placing his conversation with Billy Carter on the evening

of April 1, Dr. Brzezinski testified that he must have

talked with the President about the matter the morning of
April 2, during his morning meeting with the President that
day, rather than April 1, because he was sure he had spoken
to Billy Carter before mentioning the matter to the President
and reported tc the President in a single conversation .
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The Subcommittee concludes that communicating a
portion of the intelligence information to Billy Carter,
the subject of the information, carried with it the’
significant risk that sources could have been compromised. It was
Dr. Brzezinski's belief that he was not compromising the
sources. It will be recalled that Attorney General Civiletti
dete;mined that the same intelligence information, and
another item of intelligence information as well, were sO
sensitive that he should not communicate any portion of the
information to his most trusted subordinates, who had the
requisite clearance for receiving classified information.
Communicating the information to Billy Carter also involved
the risk that he would take measures to make his activities
more difficult for FARA investigators to discover and, in
the event of a civil or criminal action, more difficult for
the government to prove.

It is to be noted that within two weeks after receiving
Dr. Brzezinski's admonition, Billy Carter accepted $200,000
from the Libyan government.

The Subcommittee reaches no conclusion as to whether,
once having communicated the information to Billy Carter
and admonished him to desist, and he having rejected the
admonition, the President or Dr. Brzezinski should have

made further efforts to dissuade Billy from the oil enterprise.
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X. v ‘

The Subcommittee questions the judgment of the Atto:ney
General in withholding the substance of the ihtelligence
information contained in the two items received by him in
April, 1980, from a subordinate with knowledge of the case
and the requisite security clearances and trustworthiness.
The Subcommittee believes it likely that at least some of
the information could have been used in some manner and in
some degree by law enforcement personnel without compromising
the sources. The Attorney General did not have knowledge |
of the facts which had been developed in the investigation
and should have consulted with someone who did before
making his decision. A judgment as to the'usefulness of
the intelligence information, and whether it could have
been used without jeopardizing sources and methods, could
have been best made by or in consultation with a person who
knew the facts thus far developed in the investigation,
and with the assistance of an intelligence expert.

The Subcommittee believes that the Billy Carter case
would have come to an earlier conclusion if the Attorney
General had shared the information with a subordinate having
knowledge of the case. .

The Subcommittee finds persuasive the evidence that
the Attorney General did direct his subordinates on June 11,

1980, to take no action for ten days, by which he meant

1)

that no step should be taken toward dispositzion, such as

{

presentation to a grand Jury, but not that investigative

Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9




Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9

, 165
activities should be halted. The Subcommittee makes no

determination as to the reason for that direction; It is
to be noted that witﬁin the ten—déy period he held the
conversation with ﬁhe President described in the next>Conc1usion.'
The Subcommittee concludes that the direction to the Justice
Department attorneys did not affect the manner in which the
Criminal Division completed the investigation.
XI.

The Attorney General talked Qith the President abdut

*/

the Billy Carter case on June 17, 1980. The Subcommittee

*/ In a press conference on July 24, 1980, the Attorney
General denied that he had talked to the President about
the Billy Carter case. The evidence indicates that denial
was not based on a misunderstanding of the question or a
failure to recall the June 17 conversation with the President.
On the night of July 24, the Attorney General learned from
Lloyd Cutler, Counsel to the President, that the President
had made a memorandum of the June 17 conversation. The
Attorney General testified before the Subcommittee that
after the press conference he was troubled by having made
the denial and added, "But, while I like to think I would
have corrected my press statement even if I had not spoken
to Mr. Cutler, I cannot assuredly state that, since on the
night of the 24th Mr. Cutler and I d4id talk." On July 25,
in another press conference, the Attorney General corrected
his denial of the previous day and reported the June 17
conversation with the President. In his testimony before
the Subcommittee, the Attorney General said, "My conversation
with the President was in my mind absolutely proper. My
statement to the press on July 24 was wrong. I rectified
the mistake the very next day, but I must and I do accept
the responsibility for the error."’

The Subcommittee notes that the President stated in the
August 4 Report that he did not recall his conversation
with the Attorney General concerning Billy Carter when
checking and approving the White House statement of July
22, in which it was stated that there had been no contact
concerning the conduct of the investigation between the
Department of Justice and the White House. The President
further states that his memorandum o©f the June 17 conversation
was among notes he had dictated during June and July but
his secretary, Susan Clough, had not finished transcribing
until after July 22, and that he discovered the June 17
memorandum in reviewing those notes early the evening of
July 24. He immediately notified Cutler, who had not known
of this June 17 conversation and who advised the Attocney ‘
General of the memorandum later that evening. : e
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concludes that it would not have been_improper for the

Attorney General to advise the President of significant

information received by the Department of Justice about

Billy Carter's activities promptly upon the receipt and

analysis of that information. As pointed out in Conclusion

XII, below, the President should receive significant information

relevant to the exercise of his constitutional responsibilities

with respect to both foreign relations and law enforcement,

even if that information pertains to a member of his family.
The Subcommittee also concludes, however, that the |

Attorney General should not have made, in that conversation,

what amounted to a prediction that cFiminal proceedings

would not be instituﬁed if Billy Carter registered, when

the question of whether to bring criminal proceedings had

not yet been'determined:/ by those in the Departmeﬁt of

Justice who were familiar with the facts of the case and

primarily responsible for that determination. It should

also be noted that, although the alternative of criminal

*/ Lisker testified in his deposition that "even if we got

a’ registration statement, that criminal was still an open
avenue." Lisker Dep. 8/27/80, p. 14. He and Heymann testified
before the Subcommittee that Billy Carter's attorneys were

so advised in the meetings between counsel on June 12 and

25, 1980. Hearing, 9/14/80, pp. 49, 183-T. Lloyd Cutler's
Memorandum for the President of June 26, 1980, states that
Billy Carter's lawyers believe "the Justice Department
lawyers would be satisfied with the filing of a registration.
However, there is some risk that registration this late
would not satisfy Phil Heymann ...."
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prosecution seems to have Seen carefully weighed in the
Billy Carter case, tﬁe history of the Department's enforcement -
of FARA since the amendment of the Act in 1966 to provide
for a civil remedy has been that, when a subject has
registered, a criminal prosecution has not been brought.
XII.

prior conclusions have treated the officers of the
Executive Branch separately. Their actions have some ' K(:::::::::-
similarities. One is that the Attorney General, Admiral
Turner, and Dr. Brzezinski all made decisions about the use
of intelligence information without calling for the facts
available to the organizations they head, or to the government
generally, which may have enabled thep to make more fully
informed judgments. This unwillingness of key officials to
draw on the talents and knowledge of the organizations they
head is a matter of significant concern to the Subcommittee.
in saying this we recognize that from time to time
circumstances may arise in which top officials with
intelligence responsibilities, including the Attorney
General, could reasonably conclude that the responsible
treatment of intelligence information, including the
protection of vital sources and methods, require that they
take direct and individual action with the information they
receive. While we have in the Conclusions above stated our
views as to this case, we do not wish to prejudge the
‘aformed discraiion of intelligence officers ia cases whioh

may arise in the future.
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A second similarity is that while the Attorney
General and Dr. Brzezinski handled, in quite different
manners, the information they received, their treatment of
the information had one important element in common. The
president has the constitutional responsibility to conduct
the foreign policy of the United States, as well as the
responsibility to take care that the laws are faithfully

::::::%xecuted. The Assistant to the President for National
Security Affairs advises with respect to the President's
foreign policy responsibilities, and the Attorney General
is the President's principal legal advisor. BY himself
neither possesses the range of responsibilities which the
president has and which were implicated in this matter.
Yet, neither saw it to be his responsibility to present to
the President for decision the issues arising from the
intelligence information each had received. Both Dr.
Brzezinski, by not consulting with the President before
calling Billy Carter, and the Attorney General, by not
informing the President of the intelligence information
‘brought to him in April, acted to protect the President
from taking personal responsibility for the proper course
of conduct in a situation which involved both foreign

policy and law enforcement aspects.
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XIII.

The Subcommittee has not undertaken a thorough
study of the several legislative problems identified (:::::::::-_
during the course of the investigation. These problems
are as follows:

(1) The inadequacy of the civil investigative pro-
cedures available under FARA prior to the filing of suit,
and the need for provisions for civil investigative demands
or administrative subpoenas, which, as a matter relating to
implementaﬁion, is an appropriate subject for consideration
by the Committee on the Judiciary.

(2) A possible need for improved procedures for
coordination and centralized availability in the intelligence
community of information gathered for either intelligence
purposes oOx national-security-related law enforcementAénd
usable for the other purpose, which is an appropriate
subject for consideration by the Select Committee on
Intelligence.

(3) A possible need for improved coordination and
clearer allocation of responsibility between the National
Security Council and the State Department, a subject that
has received and.will no doubt continue to receive the

attention of the Committee on Foreign Relations.
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ADDITIONAL VIEW OF SENATOR THURMOND

The unanimous Report and conclusiOns Or the Subcommittee
represent a non-partisan judgment that the conduct of the highest
officials in the Carter Administration falls far short of the
standards the American people have a right to expecf from their
government. In my view, this conduct properly deserves censuré.

The facts in the Report unmistakably demonstrate that
these officials--the Director of Central Intelligence, -the
National Security Advisor, the Attorney General, and the White
House--followed a clear pattern of misconduct throughout this
entire episode. That misconduct was consistently one of seeking
to soften and delay the impact on american public opinion of
Billy Carter's Libyan connection andbof slowing the normal workings
of U.S. law enforcement and intelligence agencies.

It is clear from thé evidence that Billy Carter intended
to use his relationship with the President for monetary gain.
Influence-peddling is always to be condemned. In the American
political process, even the appearance of having influence up for
sale merits condemnation. This Administration did little or nothing
‘to prevent that appearance. Wwhen hard evidence began to come in,
it ducked and dodged until its hand was forced by the operation

of the Foreign Agents Act and the spotlight of public opinion.

In the final analysis, as the distinguished jurist, Justice

Brandeis said, "Sunlight is the pest disinfectant." To its
diseredit, the Adminiztration, for too lcng, tried to keep this
matter in the dark. With the subcommitrtee's Report today, that

policy is coming to an end.
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FACTUAL ANALYSIS

Director of Central Intelligence, Admiral Turner

Admiral Turner, in diverting important intelligence relating
to the exploitation of Billy Carter by Libya from professional
elements in the intelligence community, and in carrying it to
Dr. Brzezinski, took that information out of intelligence channels
placed it exclusively in White House hands where it was dealt
quietly by a telephone call to Billy Carter. Admiral Turner
also failed to take what should have been normal actions for one
holding the responsibilities of the Director of Central Intelligence.
He did not assemble all information in the U.S. intelligence community
on the Libya-Billy Carter tie and provide it, with analysis, to policy

- Attorney General

makers. Nor did he refer the March intelligence report to the /
for law enforcement purposes. It should be emphasized that Admiral
Turner conceded in his testimony that if he had known that Billy Carter
was the subject of a Foreign Agent investigation, the intelligence

report should have gone to the law enforcement agencies..

National Security Advisor Brzezinski
* Once he received the intelligence information from Admiral Turner,

Brzezinski telephoned Billy Carter to make him aware that others had
learned of his oil dealings and to warn him of the possible political
consequences for the President. As the Subcommittee has unanimously
agreed, this was outside Brzezinski's role as the national security
advisor. Thus, in effect, Brzezinski acted as 2 political trouble-
shooter, trying to keep Billy Carter from damaging the standing of

the President.
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Attorhey General Civiletti

Attorney General Civiletti withheld critical information from
the attorneys who were working on the investigation, and forced
those attorneys to discover the information for themselves. Although
Cciviletti eventually gave the information to these attorneys, it was
only after they had uncovered it for themselves. We cannot be certain
what would have happened if Lisker had not chanced upon the information.
Given anilettl s rationale for withholding it, Civiletti might still
be sitting on the information, waiting for an "additional" source to
happen along. This scenario is very likely because FARA cases rarely
receive information from intelligence sources. Anyone knowledgeable
of FARA investigations, such as Civiletti, had to realize that the
chances of "additional" sources developing were very slim.

The unavoidable irony is that while Justice Department attorneys
were waiting for an "additional" source to come along, Billy Carter

by Dr. Bzenzinski
was given the information/and thus, the opportunity to cover his
tracks. It is interesting that while Civiletti claims the information
was too sensitive to be given to his staff attorneys, who had clearances
for this material, Brzezinski felt that he could give the information
to Billy Carter without risking the sensitive sources. Certainly one
of these two men misunderstood the sensitivity of this intelligence
information.

Attorney General Civiletti is also guilty of impropriety arising
out of his conversation with the President concerning Billy Carter's
irrestigacion.  This convecrsation was not an accident; it was carefully
planned by Civiletti. He discussed with his staff the idea of talking

to the President. By asking White House Counsel Cutler to leave the
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room, he insured that no one would overhear the conversation.
Civiletti claims he raised the topic of the investigation simply
to tell the President that he could not discuss the case. To accept
such an explanation, we must be willing to assume that had éivilettib
not raised the case, the President would have pressed him for facts
concerning the investigation.

the the :

After raising/issue of/Billy Carter investigation, Civiletti
added that he thought Billy was foolish not to register and in -
response to a question from the President, added that if Billy were
to register he would not be prosecuted. This additional comment is
crucial. Even if the Attorney General acted prope&ly in raising the
case to insure that it would not be discussed, it was not proper to
inform the President of the status of the investigation and to predict
its disposition.

This impropriety was then compounded by Civiletti's subsequent
concealment of the conversation. After talking with the President,
Civiletti did not inform anyone in the Justice Department. On four
separate occasions, Civiletti denied that he had any contact with
the President. On July 14 and 21, Civiletti confirmed to Cutler
that there had been no contact with the White House. This denial
forméd part of the basis for the July 22 statement by the White House,
which disavowed contacﬁ between the White House and the Department of
" Justice. That statement is incorrect; and Civiletti must share
responsibility for at least part of the inaccuracy.

Before the July 24 press conference, a Justice Department press
assistant asked about any White House contact and Civiletti's response
again indicated there had been none. Finally, at his press conference

on July 24, Civiletti was asked, "Did you or your colleagues, Mr. Renfrew . .-
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ané Mf. Heymann ever Eglg [emphasis added] to the Presidént or
any other White House aides about the Billy Caﬁter case?"
Civiletti responded, "No."
only after Civiletti became aware that there were notes of
_conversation did he finally admit that he had talked with the
President. When Civiletti finally admitted the contact, hé claimed
that his response on July 24 was based on a "lawyer-like" distinction
concerning that the term "discussion” means. While this distinction
is questionable even on its face, it is made more suspect because
the original question did not use the word "discussion." The question
asked on the 24th was broad enough to cover any 6ccasion when |
Civiletti talked with the President, as he had on Juné 17.
| Civiletti now admits that his answer on the 24th was wrong.
while I agree, I feel that his misstatement has greater importance.
Because Civiletti has been less than truthful about the conversation,
we must closely examine the rest of Civiletti's story. The normal
presumption of veracity given to an official in Civiletti's position
is seriously damaged, if not rebutted, by his admission that he has
'misstated' facts about the investigation. With this in mind, it
is unrealistic to ask the subcommittee and the American people to
accept, on faith, that Civiletti's actions were unquestionably proper.
Because Civiletti initially concealed his conversation with the
President from the press, other events in this investigation are
cast in a new light. It becomes more difficult to assume that
Civiletti's instructions to Lisker to "Take no action for ten days”

were as innocent as Civiletti would have us believe. It renews
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doubts as to why the Attorney General spoké with the President on
June 17. Even if the whole incident regarding his change of stories
to the press is considered in the best light for Civiletti, it
creates the undeniable appearance of impropriety. If Civiletti

has forfeited his right to a favorable interpretation, the inference

is much more serious.

.

White House Involvement

It is impossible to decide the full role of the White House in
the Billy Carter affair. We do know that the White House asked
Billy Carter to participate in overtures to the Libyans in November
of 1979 and that Billy first received money from the Libyans shortly
thereafter. While there has certainly been testimony and evidence
to indicate that the two events are related, the record is not fully
conclusive.

Although the Subcommittee has received the August 4 report from
the President, there has been little corroborating testimony for that
report. Unfortunately, perhaps for the President as well as the Sub-
committee, a lack of memory by certain White House staffers has hindered
our inquiry. Therefore, this Subcommittee is not in a position to
determine when, and to what extent, persons at the White House had
knowledge of the specifics of Billy Carter's dealings with the Libyans.

A few comments on this lack of memory are necessary. Phillip
Wise has shown a disturbing lack of meﬁory for a person who has the
responsibility for scheduling nearly every minute of the President's
time. This concern is further aggravated by the discovery that as

we fill in his memory gaps, the facts disclose incidents which Wise o

]

orohably would prefer not £o remember. Tirsh, Wisae does
[N - f

not recall

J

<

{
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asking anyone to brief Billy Carter or Randy Coleman before their
first trip to Libya. Yet, Mr.Inderfurth and Mr. anndt, who
worked at the National Security Coungil, told the Subcommittee that
that they had briefed Carter and Coleman at Wise's request. Wise
also has no recollection of Carter's or Coleman's involvement in

the hostage negotiations; nor does he remember even seeing either

of them in the White House during thét time period. However, Coleman
says that he did see Wise at the White House. Wise also had trouble
remembering whom the name "Billy" referred to when it appeared in
his call~back logs, until the Subcommittee produced a phone company
record indicating that Billy Carter had phoned the White House at
precisely that time.‘

Perhaps the most critical lapse of memory concerns the phone
message from Lisker on June 2. Wise fails to recall the specific
message from Lisker, but he does admit that he finally set an
appointment with the FBI on that day. Lisker clearly remembers
calling and leaving the message that unless Wise made himself
available for an interview, a grand jury would be used to obtain
his cooperation. Lisker's story is corroborated, in large part,
Sy others in the Department of Justice who testified that Lisker
had received permission to use the grand jury threat against Wise
only a day or two before June 2.

While a certain lack of recall is to be expected in any inquiry,

it is very unfortunate when the other person sitting next to the

Oval Office has the same lack of recall. Alxzhough Susan Clough,
tiﬁ#?resident's personal secretary, was not called<és a witness in
Miic hearings, her deposition indicates that she, too, has lapses 7~

- L
B N L o Luwl o Leaoovaliil Cllie per.l.()O.S-
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While we certainly should not read knowledge into this Lack of
memory, it is not possible to reach the conclusion that the White
House did not know the specifics of Billy's questionable deaiings
with the Libyans. This Subcommittee wouid do a disservice to thé
Senate and to the American people if it allowed a lack of memory
or a lack of answers to be translated into a finding 6f a lack of
knowledgé or a lack of involvement.

The Subcommittee has not commented on the contact between White
House Counsel Cutler and Messrs. Ruth and Pollak, who were Billy
Carter's attorneys. While the record does not prove an impropriety,
I am still coricerned about this series of ten contacts between Cutler
and the attorneys which Billy Carter obtained through his assistance.
In addition to creating a questionable appearance, this contact does
constitute an indirect communication between the White House and the
Justice Department, at a time when the Department was deciding how
to dispose of the case. Just as with Civiletti's conversation with
the President, this continuous communication reflects a contact with
the Department which was denied by the White House in its July 22

statement.

Billy Carter
Billy Carter has sought to portray himself as a private citizen
who has been persecuted by.the federal government simply because he
is the President's brother. The facts of this investigation reveal
this to be untrue. By exploiting his relationship with the President,
3illy Carter has invited scrutiny of his activitiés, By failing to

cooperate with the Justice Department, and later with this Subcommittee, -

P

he has insured continued scrutiny.

Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9



oA

~=" Approved For Release 2011/09/27 - CIA-RDP90-00552R000101000002-9

178

It is important for.the American people to understand that
Billy Carter is not just an unwitting victim of circumstances.
His conduct since his brother was elected President has been
characterized by a willingness to do almost anything that would
allow him to profit from his relationship with the President.
He freely admits that his highly lucrative personal appearance
activities were solely attributable to the fact that he iS'fhe
President's brother. When he was no longer in demand for éhese
personal appearances because of his own misconduct, he sought

other ways to exploit his relationship with the President.

Without hesitation and without regard for the possible
consequences for either this country or the President, Billy
entered into dealings with oﬁe of the most radical, anti-American
governments in the world. He obtained a $220,000 payment from the
Libyans, and he arranged an oil deal which would have given him millions
of dollars each year, if it had been successful.

It is reprehensible for any American to use his personal ties
to the highest office in this land to seek this type of personal
aggrandizement. I am certain that the American people join with

this Subcommittee in condemning such conduct.
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While I disagree with the somewhat harsh tone that runs through

the general conclusions, I have joined my signature to this
report because I agree with the findings of fact and believe
thaﬁ this report should not be read as conclud{hg that any
Adminigtration official -~ including Attorney General
Civiletti, Dr. Brzezinski, and Admiral Turner -- acted in
bad faith or unethically in the Billy Carter matter. The
weight of the evidence heard to date supports the conclusion
that any mistakes in judgment committed by these men were
not the result of a corrupt motive or of a scheme to cover up a
crime. The benefits of hindsight allow us to offer guidance on
\iow the making of decisions may be improved. But hindsight alone
an never give us any special license to impugn the good faith of
any man,

In additioq, the Subcommittee's criticism of errors of
judgment must be seen in context: for two solid months we
have examined the judgments of top government officials, which
judgments were made under the press of time and events. We have
had the benefit of more complete information than could have been
known at the time when any of these decisions were made.

Overall, I beiieve that this investigation was carried
out with vigor, with imagination, and in good faith. To the
extent that an immense amount of information can be
effectively assembled and analyzed at great speed, I am
satisfied thaf this Subcommittee has succeeded in conducting

neither a whitewash nor a witchhunt and has steered an
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honest course through a sensitive set of issues.- The
resultant findings of fact remain above the narrow concerns
of partisanship.

When this investigation was first organized, I agreed
to serve as one of two representatives from the Foreign
Relations Committee because I believed I could be of parti-
cular help to this Subcommittee in arriving at answers to
the foreign policy questions which have been raised. There
are two such gquestions:

First, did Billy Carter influence, directly or indirectly,
U.S. -Libyan policy? We have yet to hear any evidence that
any decision or policy of the United States with respect to -
Libya was influenced by any act or statement of Billy Carter.

Second, is Libya attempting by a covert scheme that
goes beyond Billy Carter to manipulate U.S. policy and
opinion? The conclusions I have reached concerning this
issue disturb me greatly. I have found that Libya's effofts
to influence U.S. policy and public opinion ranged beyond
attempts to exploit Billy Carter. Under the direction of
Ahmed Shahati, the head of Libya's Foreign Liaison Bureau
in Tripoli, the Libyan effort has concentrated on certain
parts of the country and on certain groups where the Libyans
felt that the most influence could be gained. As Libya
finds more Americans receptive to its approaches, it is
expected to intensify its efforts.

1 find particularly troublesome and dangerods Libya's
increasing efforts to involve itself in the political processes

RPREIIS S

Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9 - R



" Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9
181

of the United States -- efforts which go beyond the normal,
lawful attempts of any~foreign government to improve its
image. Because of the vast financial resources at its
disposal for these efforts, and because of the danger that
any illegal aspects of the Libyan effort will intensifyv

and successfully corrupt the political process of this
country, I would urge the Justice Department to assign a

high priority to investigating the application of the Foreign
Agents Registration Act and other laws to any Libyan attempts
to influence policy and opinion in this country. In addition,
I would recommend that all material relevant to this issue
which is available to the U.S. Government be collected,
analyzed, and provided to the Justice Department for appro-
priate action.

This Subcommittee was mandated to investigate the
activities of foreign agents because they have raised ques-
tions about the basic integrity of our system of.government.
But I would hope that in the process of pursuing the affairs
of one individual, we would not be blind to more vital
threats to our governmental processes on other fronts.

Finally, apart from these foreign policy issues, I
believe that the President should have been informed earlier
of significant information about Billy Carter and his rela-
tionship with Libya. From the very moment that his aides
knew that Billy Carter had become involved with Libya, it

should have been evident to them that this ralaticnship was

votentially damaging and should have been reported'immediately

to the President.
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ADDITIONAL VIEWS OF SENATOR CHARLES McC. MATHIAS, JR.

There is both a wry humor and cynical wisdom in the old
adage that it is better to deal with a crook than a fool,
because a crook has his honest days. The Billy Carter affair .
presents this Subcommittee with a choice between the two, and
I am inclined to believe that we are dealing with folly. This
is of more concern to me than if it were a single incident of
dishonest or even criminal conduct because it suggests repeated
follies that seem to indicate a lack of competence built into
the political system.

Under rules of procedure adopted by the Carter Administration,
the potential of a whole new doctrine of plausible deniability
has been constructed. By the formulation of policies to
insulate them from sensitive subjects, high officials of the
Carter Administration would be able to claim ignorance of matters
that wpuld otherwise be within the scope of their duties.

One result of this practice is to give the appearance of
incompetence to the handling of such sensitive subjects. It is
4t least an anomaly that the target of an investigation should
receive highly classified information about the investigation
two months before the investigators got it.

A second anomaly that raises a question of competent
administration is the President's method of acquiring informa-
rion from the intelligence community. The taxpayers of the

United Stares have spent billions of collars <o provide che
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national decision-makers with all the available information
necessary for their guidance, yet the President of the United
States did not learn that his brother had received nearly a
quarter of million dollars from an unfriendly nation until
three months after the intelligence community had learned of
the prospect of payments, and six weeks after intelligence
sources confirmed the actual transfer of money.

A third anomaly is that the methcd of applying the
established rules for handling intelligence information about
individual American citizens resulted in negating the value
of that information for two important government agencies.
Because responsibleinrelligenceofficers were denied signifi-
cant information in an intelligence report regarding Billy
Carter's relationship with an unfriendly nation our overall
intelligence apparatus was unable to perform in an informed

and coordinated fashion, as it is intended. 1In turn, FBI

agents could not make heads or tails of the information routinely

routed to them and therefore ignored it, in the absence of some coO-
ordination or of the deleted portions which would have made clear
the relevance of the information to the ongoing'Billy Carter
investigation.

The perception of a lack of competence in the Administra-
tion is underscored by a fourth anomaly: the contradictory

manner in waich rfwo hich covernment officials dealt with
(& [e=) ]
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intelligence information regarding the involvement of the
President's brother with an unfriendly nation. On the one
hand, the Attorney General declined to make his intelligence
information available to the Department's line attormeys
handliﬁg the investigation, in part, because he did not want
to abort a transaction which might coﬁstitute or lead to
substantial evidence requiring Billy Carter to register‘under
the Foreign Agents Registration Act. On the other hand, the
fresident's National Security Advisor, rélying on information
provided by the Director of Central Intelligence, spoke with
the President's brother in an attempt to abort a financial
arrangement that could embarrass the President and the country.
Perhaps the most troubling anomaly of all is that pro-
 cedures designed to promote justice by insulating the Department
of Justice from improper White House intrusions, may have
inhibited the President in the exercise of his constitutional
duties. Specifically, the Attormey General's concern .over the
propriety of conferring with the Chief Executive may well have
deterred him from sharing with the President highly classified
information, thus impeding the necessary and proper flow of
information between the President and his chief legal advisor.
Had all available intelligence information made its way to
tt~ President, the Justice Department line attorneys and all

relevant elements of the intelligence cormunity, as it should
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have, this unfortunate episode might have been nipped in the
bud.
CONCLUSION

A question arises as to whether the American taxpayers
are getting their money's worth for the huge investment in
intelligence. We have an enormous and an effective intelli-
gence service. It accumulates vast quantities of accurate and
valuable information about a variety of subjects. A wealth of
knowledge is available to authdrized American decision-makers.

The problem is whether the decision-makers use the infor-
mation and use it in such an efficient and effective way as
to justify the cost of acquiring it.

What seems to be in order is the review of the several
sets of rules established from time to time for internal handling
of intelligence information. These rules need not be abandoned
because they worked poorly in this case. On the contrary, it
should be remembered that they were adopted to remedy specific
problems and that those problems might recur if we forget the
lessons of the past.

It would be better to be sure that all of the rules are
consistent and arenot themselves a source of confusion.

Decisions with respect to the dissemination of intelligence
material could be analogized to a lawyer's use of certain kinds
of eviderce. That which is obtained by wholly unconstiturional

methods ought to be rejected or used with the zreatest restraint.
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That which is obtained legally, or as an incident to some
extraneous purpose, is properly used for essential governmental
purposas even if it may not be admissible in court on procédural
gro?nds. Some overriding questions of propriety or privécy
could intervene, but othetwise a government official might feel
free and even bound to share with his colleagues information
that fits some such test.

By suggesting an analogy of this sort I am only trying
to make it easier to introduce common sense into the process
in place of rigid adherence to fixed formal rules. Without

common sehse, even the best of rules will only mock our good

intentions.
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Additional Views of Senator DeConcini

During the course of the Subcommittee's investigation -

a great deal of inconsistent and possibly inaccurate testimony
was received. However, because of the dozens of issues

raised by these inconsistencies, the Subcommittee was forced
to limit the scope of its ingquiry to manageable proportions.

I believe the Subcommittee did a commendable job considering
the myriad issues necessitating inves+tigation dnd the time
constraints under which it was forced to operate. However,

in my judgment there are two areas which merit additional
attention. ‘

First, I was disturbed by the role played by Dr. Zbigniew
Brzezinski. In his testimony before the Subcommittee |
Dr. Brzezinski underscored his extreme sen;itivity to
information gathered through intelligence channels. Never-
theless, he apparently felt no compunction about transmitting
intelligence information in his possession to Billy Carter
relating to Billy's business transactions with the Libyans.
This transpired at a time when Billy Carter was arguably a
"foreign agent.”

Although Dr. Brzezinski insists that his actions were
unequivocally intended to serve the national interest, the
evidence strongly suggests that he was serving the political

needs of the President.
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T do not necessarily believe that Dr. Brzezinski shéuld
be condemned because he may have been solicitous of the political.
realities inherent in Billy Carter's dealings with the Libyans.
However, the strident denials by the National Security Advisor
that such motives in any way colored his actions do not
appear substantiated by the evidence. I do believe that the
Subcommittee should have delved more deeply into the queétion
of transmitting classified information to Billy Carter. But,
more importantly, the incident does raise a broader question
about structure and organization of the Executive Branch
and its ability to separate questions of national interest
from questions of political interest.

. A second area which, in my judgment, merited closer
scrutiny concerned the possible relationship between Billy
Ccarter and Robert L. Vesco through the Charter Oil Company.
Although I understand the limitations under which the Sub-
committee was forced to operate and also the fact that my
own Subcommittee is conducting an investigation into contacts
- petween Robert L. Vesco and the Carter Administration, there
have been serious allegations that the Charter 0il-Billy
Carter arrangement may have been the nexus for a complex
(and not altogether benign) relationship between Vesco, the
Libyans, Charter 0Oil and the Carter Administration.

mhe Subcommittee record reflects that the Charter 0il

Company had a series of contacts with Robert L. Vesco during
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the period preceding the purchase of the Bahamian refinery.
Although Charter officials deny that these contacts were |
related either to the ultimate purchase of the iefinery or
to Billy Carter, other sources have indicated to the contrary.
I believe it would have been useful had the Subcommittee
had the time and resources to dispose of these dangling
guestions with finality. I shall attempt to do so in the
course of my inquiry.

| I take this opportunity to urge my colleagues both on
the Judiciary Committee and in the Senate as a whole to
devote the same degree of energy and resources to the Vesco
investigation as they have to Billy Carter's. In my judgment,

at least, the two may very well be inextricably bound.
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_ Individual Views of Senator Robert J. Dole

Beg1nn1nq in ear1y June of this year pubeshed reports of var1ous :
news med1a suggested that W1111am A. (B1Ily) Carter III had deve]oped a set .-”
of relationsh1ps with the L1byan government and w1th a pr1vate Amer1can 011 :
company, from wh1ch he couId rece1ve substant1a1 amounts of money | There .
were further 1nd1cat1ons that 1nvest1qators from the Just1ce Department were;‘v
pursuing leads into potent1a1 v1o]at1ons by B111y of the Fore1gn Agents H
Registration Act. As these reports mounted and further discIosures were
made public, it became apparent that 1nvest1gat1ve measures were requ1red

to determine the nature and extent of Billy's act1v1t1es and the 1mpact

these activities had on the effective conduct of the Office of the President.

Then, on July 14, BiI]y Carter entered into a consent-deoree and a
civil settlement with the Department of Justice in which he agreed to reg1s- |
ter as a foreign agent of the L1byan government In th1s decree, he adunt-
ted receiving substant1a1 payments from the L1byan government. Further
published reports suggested personal involvement into the matter by the
Attorney General and the Counsel to the President. This Senator then urged
‘the creation of a special Senate Judioiary Subcommittee to investigate the
matter and on July 24 the Senate entered into a unanimous consent agreement
establishing this group. o

Under the terms of the agreement. a report was to be filed no later
than October 4, 1980, summarizing the results of the Subcommittee's inquiries
feodatz. This responsinility is now being met by the submission of the

Subcommi ttee's report
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It is my view that this Subcommittee, under the t%me constraints
and resource limitations, has performed its task as best it ;ou]d under diffi-
cult circumstances. I associate myself with the Subcommittee report as far
as it goes. I espec1a11y appreciate the efforts of Judge Tone, Michael
Davidson and Robert Kelly and others on the staff who worked long and hard.

Upon the evidence and testimony submitted to the Subcomm1ttee.so
far, I have formed impressions which go beyond thoée encompassed in the re-
port. In my view the evidence strongly supports the following observations:

1. The Libyan government actively attempted to recruit a willing
Billy Carter to achieve its own objectives, many of which are inimical to
the interests of the United States.

2. In exchange for substantial payments received and the promise
of much larger payments totalling millions, Billy was willing to use the
prestige and power of his membership in the nation's first family and even
the facilities of the White House to pursue his own personal gain.

3. Jack McGregor, an official of Carey Energy and later consultant
to Charter 0il, was willing to exploit his personal relationship with Billy
Carter for his own financial interest and those of the corporate clients he
served.

4. The Attorney General came into the possession of important,
highly sensitive intelligence information in early April which bore directly on
the investigation which the Criminal Division was pursuing at the time. He
unjustifiably withheld this information for two months. He was publicly criti-
cal of the delay in the investigation in late May, while at the same time he
was withho]ding vital information.

”"!Y when the Dapartment received the information from its own sources,
did he discldsg the information and then requestad that the investigation not

For : : IR '.‘,‘ centian Wit
be concluded for':en days. In the meantime, he had a o7ivate conversation with
\% »
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These actions posfpone JhsticevDepartment disposition and public
reaction until after the Presidential primaries were completed. I do not
know that therg was a political dimension of the Attorney General's delaying
tactics. But, the delay was important to the President's primary campaign.
Any reasonable person would conclude that the Aftorney General was aware
of the tough primary races that the President was involved in with Senator
Kennedy at the time.

5. The Counsel to the President, Mr. Cutler, also played a coordi-
native role in supplying Billy with sophisticated Washington counsel, includ-
ing the former Watergate prosecutor, and in keeping personally informed of
all ongoing negotiations between Billy's counsel and the Justice Department.
He then reported to the President and provided legal advice, which the Presi-
dent followed. The President then urged Billy twice, on June 28 and July 1, ’
to agree to register. It would have been grossly inappropriate, unethical,
or worse conduct for Mr. Cutler to intervene directly with the Justice De-
partment. He accomplished the same end indirectly.

6. The President's National Security Adviser, Dr. Zbigniew Brzez-
inski, when informed of the same report the Attorney General had received,
chose to ignore the potential compromise of highly sensitive inte11igence
sources which the Attorney General apparently felt were so sensitive as not
to divulge to his own staff. Instead, Dr. Brzezinski called Bi11yACarter
directly to express his disapproval of Billy's pending arrangements with
Charter 0i1 and the Libyans. Yet, Dr. Brzezinski was a wi]]fng participant
in the use of Billy as an intermediary with the Libyans some four months

eariier in the i[ranian nosfade negotiations, a 7ovo anich substantially en-

L

hanced Billv's value to the Libyans. This was done despite the fact that
high level State Department contacts could nave been utilized to achieve the

safile ubjeclive. uh iy Vi, OULH dSpdlie i so. siecciaans 3 R B S PR -
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7. The President's Appointments Secretary, Mr. Phil Wise, was only
minimally cooperative with both the Justice Department and Subcommittee in-
vestigators. He had repeated lapses of memory in responding to important
questions posed by Subcommittee Members and staff concerning his relation-
ships with Billy Carter and Randy Coleman and his role in arranging for their
white House activities and contacts with executive branch personnel. His re-
calcitrance and memory loss amounted to a substantial obstruction of the
conduct of this inquiry and has left major gaps in key information which the

Subcommi ttee needs to assess Billy's relationship with the White House.

8. Despite the August 4th White House paper, the President's tele-
vised press conference, and responses to questions by Subcommittee counsel,
I still have grave reservations and doubts about President Carter's role in
this matter. It strains creditabi]ity beyond-the breaking point to accept
the statements that the President and his brother only discussed the Libyan
situation three times from April of 1979 through June of 1980. Already
evidence before this Subcommittee indicates that there were other meetings
and discussions. Further, there was no mention of the President's two-day
stay with Mr. Donald Carter July 15-16, 1980, a day after Billy entered into
a consent decree and at the time Billy and Don Carter apparently had substan-
tia]ofinancial dealings. There is no way of knowing at this point, the
extent of the President's involvement.

9. 1 can find no justification for the continued heavy reliance on
Libyan crude oil by American oil companies. There are sufficient supplies
of crude available from other sources. The billions of dollars which annually
flow ints Colonel Daddafi's coffers could weil be diverzed 0 aother, more
stable and sympathetic nations, such as Mexico, Venezusla, Nigeria or others.
T ﬁome refinerias need modifications tc switch from Libyan to other, hiﬁhér
ohur ceude, financial dncentives shou'd b orovided foothatoend, »

e . :
RO R = vn’nl'\.x_, Lot
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The report submitted today by the Subcommittee to the Senate can
be best described as an interim report of the investigative efforts of the
Subcommittee so far. Although the Subcommittee has pursued its mandate
diligently, the constraints of delay in organizing, staffing, and funding
the investigation have all contributed to preclude the Subcommittee from
completing its task. Thus, the report must be ¢onsidered as only preliminary.

Significant evidence has only been recently received. Depositions
have been taken within the past ten days which must be evaluated. There are
Jeads which should be pursued to insure a complete and comprehensive investi-
gation of the matter. Some of the incomplete or omitted matters in the com-
mittee report include:

1. There is no discussion of Billy's financial or tax situation
including his indebtedness to the Carter peanut warehouse, financial insti-
tutions and private individuals.

2. No mention is made of the role of Carey Energy or Charter 0il
Company in seeking to exploit Mr. Jack McGregor's personal relationship with
Billy in an attempt to settle Carey's longstanding indebtedness with the
Libyan government as well as to secure crude 0il allocations for Charter
0il.

3. There is no mention of the relationship between Billy and George
Belluomini or Ronald Sprague and Belluomini's "loan" of Mr. Sprague'to act
as a "financial adviser" to Billy. These individuals are the subjects of a
Federal investigation of suspected drug trafficking.

4. There is little reference to the nature of the present regime

i Libog dsspite much teitimony befors the Suhcomaittee.
5. Sufficient focus nas not be2n cTaced on tha use of the power,
crastige, and facilities of the Wnite House 5 8411y and his associates to . e
. - o
neynote HBilis husingss ventures. e -
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6. There is no mention of potential contradictions in sworn testi-
mony and possible referrals to the Justice Department for investigation of
perjury violations. The record must be thoroughly analyzed from this per-
spective. So far time has not permitted such an analysis.

7. The Subcommittee has only recently received requested informa-
tion from the White House including documents, logs. and other information
essential to the conduct of the investigation. Despite the President's
pledge of cooperation there appears to be a lack of cooperation, and even
foot-dragging, in responding to the Subcommittee's request in a timely fas-
hion. As a result, much analytical work remains to be done in attempting
to develop a comprehensive understanding of the role and activities of
various White House officials.

8. There is no reference to the pending investigations by several
Federal authorities which bear directly on the subject of the Subcommittee's
work. The Office of Professional Responsibility in the Department of Justice
is conducting an investigation of the actions of the Attorney General and
the National Security Adviser, Dr. Brzezinski. Although the jnvestigation
bears most directly on the Subcommittee's efforts, it is likely that this
investigation will not be completed in the next 30 days.

Billy Carter's tax records have been under review and investigation
by the Treasury Department since February 1977. A]tﬁough the Subcommittee has
received certain tax return information from the Treasury Départment, this
material was made available undér statutory restrictions which preclude its
public use or disclosure. Thus, the Subcommittee is entirely dependeht on
the completion of the Treasury investigation.

Further, a Federal grand jury in the Southern District of New York

is sti11 investigating the potential bribery charges in.regard to Libyan
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efforts to seek the release of the Lockheed C130's and other related matters.
There is no indication as to when its efforts will be completed. |

~ Recently 1 wrote two letters to the Chairman of the Subcommi ttee
requesting additional lines of inquiry by Subcommittee staff. These letters
are attached to my views. I have suggested that the Subcommittee staff
ought to delve into:

1. The inconsistencies on the part of the Administration in the
handling of classified material in the Billy Carter investigation as opposed
to the Mark Felt trial;

2. The published reports that President Carter successfully inter-
vened with President Sadat of Egypt in December of 1979 to call off a planned
Egyptian invasion of_Libyé, during the time period when Billy Carter was
arranging for White House meetings with Libyan officials;

3. The relationship of Billy Carter and Randy Coleman to the owner
of Horizon Farms of Plains, Georgia. Mr. Aranetta, and his associates;

4. Mr. Don Carter's relationship with Billy Carter and President
Carter and particularly the President's meetings with him in mid-July of
this year;

5. The allegations of Mr. Robert Vesco, including the possibility
- of a joint field hearing with Senator DeConcini's Subcommi ttee;

6. A further exploration of Carey Energy and its relationships
with Billy Carter‘and the Charter Cdmpany.

Once staff has had sufficient time to analyze the evidence and de-
positions recently rsceived, there may well be other avenues to be pursued,

such as the po*ar+ial sale of £130's owned by the fustralian Air Force.
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. .
'on. Birch Bayh
Chalrman P
Srecial Subcommittee of Senate
Judiciary Coumittee Investigating |
Activities of Indivicduals Representing
tnterosts of Foreign Goveinments
United Stztes Senate
‘lashington, 9. C.

Near Birch:.

Hhen the subcomaittee meets teday to cen-~ v
sider its future schedule of hearings, there ave _ C
several areas of interast which I hkeliceve dasarve o
our attzntion for pessible inclusion in excentive
or puklic sassicns.

The handling of sensitive intelllcince
informaticn ,

- A review of information provided to staff T
fnvesticatiaz by Assistant GéRorney General !eyman cn L
Auygust 27,°Y830, and the public testimony of Attorney

Ganeral Civiletti before the jubcomnmittee as well

as Nlir. Cutler's refusal to provide informatica coan=

cerning onnofng discucssions with the Attsrnzy General,

make it apoarvent in 1ight ofF the Prasicent’'s decisien

in the criminal trial of Y. Hark Felt by tha Justice
Departmoent that the Practices of this aduinistraticn

ragarding the protection of sensitiva int=21iigence

data are being manipulated to suit the exigencies

of the political moment.

n

The Aldministratica's use of classiiiad
intelligence information in a puklic crizinal prosecu-
tion is ciametrically oppesed to tiie testirony re=
ceived by the gubcommitteea concerning the protecticn
of similar or less sensitive infor:aticn in the
investigaticn of Billy Carter.
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T w0 It seens to be that, if anything, the sources .
and methods involved in the trial of ©O. Mark Felt are :
mora -sensitive and critical to the preservatfon of ' .
National Security than the mere release of data to

' fnvestigators of the Department of Justice in the
. . course of an ongoing inquiry such as Billy Carter's .
‘ - o a “j,'fO'_V'.ef an. activities. '\j,‘f;}f‘j’_i T Al i

wv,lfs’fj“"}nflight of President Darter’s recent dect-"

\,ﬁsioﬁ_tO“sacrifice,Inte]ligence information to the pubs.

1ic at large through a criminal trial I believe the .
subcommittee should re-examine Messrs. Civiletti, L
Heyman, and Cutler 1n closed sessfon to clarify this ~
"obyfous disparity. e e

Eaqyptian Invasion of Lgbya .

L)
i

oa
A

I

S In early Jdanuary, 1080, published reports
indicated +hat fresident Carter in the preceding wcaks
had successfully {nterceded with Anwar Sadat to head ,
of f a planned invasion of Lyb¥a. This appavently oocured.
A during the time that Billy was arranging for Mr. E1- - =
L ‘Hudari to visit with the President and others‘at the '

White House with respect to the freeing of the U. S.

hostages in Iran. -

By Wednesday or Thursday of this week, I CE
——expect to have confirmation of the oresidant's contacts |
with President Sadat from well-informed and highly reput-
able sources. . I .- I S
' - 1f Billy had a ole in calling off the C
. Egyptian invasion and then shortly therecafter received .-
"~ payments from the Libyan government nlus assurances It
of asignificant 0oil allocation, it seems that this
would add a whole new dimansion to our investigation.

~.. -
A e

Don Carterls

o My. Don Carter was deposed by the sub- -
cemmittee staff on August 14th. This deposition raises ‘
some wmajor, ynanswered questions. You iay recall that LN
Billy, in his Januavy 16th interview with Jpel Lisker, i
doscribed Don Carter as an expert on Libyan affairs
acssociated with the Unijversity of Georgfa. Ny recol- LR
lection is that Don Carter was scheduled to go on Billy's -
first trip to Litya in 1978, byt did not co at the last - .

minute..

rter stated in nis As-~asition that he .
21
i t

=i a2
heaprowed 547.000 from Sitiy Laviir on iy 5th and said
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_ That the money was from Billy's Libyan loan.

" loan appear. Further, the Subcommittee staff recapf-
. tulation of the procceds 6f the $200,000 shows that

~ accounts for all but $11,700 of the proceeds without

in 1973 cduring the Arab boycott, Cavey made ajmost
$400 million on the refinery since the company had S
“an uninterrupted supply of Libyan crude and favorable =i’
“npices. Once the boycott was 1ifind, hewever, and the SRR
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Howhere
in 8111y Carter's financial information does such a

Bi11y repaid $27,500 to Don Carter on April 16th and
any reference to the $40,000 loan to fGon Carter. = © 7

- Don Carter stated that he repafd the Toan to
- 75101000 on July 10, 1980

o $20,000 on July 28, 1980

T .. 610,000 on August 5, 1980 plus
oo .- $893 interest " :

On July 14t%.?8111y enterad into the Consent

. Decree with the Justice Departmant. L L Ee

- On July 15tﬁ. Don Carter hosted Prasident
Carter for two days of fishing at his Cecorgia sumper

_ home.
.. It seems that Mr. Don Carter would have sioni-
ficant information to share with the Subcommitize.
' Carey Enerqy . . o
. When Jack YcGregor testiffed befora tihe Sub- -
commitiea, it vas not clear Just what Lis role was
with Carey Enevay. It now appears that his chuief
function was that of a Washington lobbyist-attampting
to obtain oil allocations and entitlizuzats Vroa the S
Department cf Energy and other zrecutiva zgencies.,. SN
One craditable source maintains thal he was a fre-. AR
quent visitor at the Ford and Carter Vaite Housas. T
Further, %he Suhcommittes did not have a compra-- o
- gnsive picture of Barey Eneray's financial sitzatien IR,

or its dependence on Lidyan crucde for iha operation
of i1ts Rahamas refinery. I undarstand that Chis
refinery is profitable only in times of short crude
supplias,if allocations of Libyan crude can La

ohtained on lemg-term centract prices. Thus,

Table in
the industry, the refinery lost i%s pvo
gy 1973 Caroy was deaply in debt to the
Iranfans, and a . S. 01l corpany for :2lm
Ail139n. YWithaat Taverabla

supply of crude bteccame nore cencrally av
£ - I
titabiiity.
tyans, the
st 1500

ai
it
Li
o

oo
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_cated. The Subcoamittee, 4t seems to ne, needs to .
develop more fully the economic and political motives o

T v
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allocations and a11otmcnt'f6r northeast fue]xéfIQ'CaFey“ ]
zogld have had-to close its doors wmuch earifer than .it - .

. 7. Senater De€oncind has 1dent1fied:hxéburcé.thaé%f
puts the orfginal discussions batween Carey and Charter: . .
mueh earlier than the Subcommittee tastimony has indi- 1=

f.
the Carey Energy and the Charter Conpanies.. He need -

further testimony from Jack McGregor, Ed Carey and Raymond
liason. o ‘ v P
| , While I have no interest 1in proTongfng our o
{aquiry unnecéssarily or in beating the nroverbial dead. .75

horse, it seems that we still have ruch unfisSshed work to %
do. ) ’ ‘ RS N

ith best personal regards,

BOB DOLE
U. S. Senate

50:rvs
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Tie Henorable “irch ay h
Chatiran, Selact qn“nr"ittce
foorittee on Lha ’fc{u.
?;itcd States Tarace
toshinaton, n.f. 20510
Orar Birch: ' .
This is fo aoain >prgss ry interest in H.v:n t? -ggfcciﬁgﬁtfg
p‘ore those ratters which I menticnad fo you in vy S eplerte 10;.&ttb;.
_\""‘)\ ;: ': f: :‘
Tb dfate, 1 hrve nsf recefved a response, nar an I .“ of any actiens Ly

she Subcorsiticn or its staff to pursue these reters.

The ratteirs T sucsested 1nc1n4°d the han dl*ng of sersitive intel-

e ho

Ycence inforition, the Foyp ntian 1nvasicn of gibvn, Pr. Ton Carter SRYOTQ,
znd a Surthor conTovaiion of Ce vey [nezay and its relatiensh wins with Bitly
Carter and the Charter Cor»uny N

Tha Suboarsd thee s! ou1d ‘gensfder the ro¢s1b111ty or a Joznt field
q°=rfna vith Se.aor NeConcini's Improverents Subcor ibLC”LLO 1nu-r~1u4
Cine. Rokert Vescon. It appears that ho has information or a;_}§a§§ bes
rage allegations and assertiors which bear on foma of the importent zspacts

s

of oup fnvesticstion.

Mso, e Subcoriitice o"rht to Jogk into ihe :gti‘fuigs oF a
weaithy FhiTT8nina businessran, V. rz.uv,l?. &:g 7“3??:”“f*> 1?‘;1§§u5,
hecrcia, Biliy's 2770 irts e hs behalf at the Uhita Bous? and yralatzg
ratters ‘

It vauld 2lo he h,\;nbwubcd if the staif voaid ?“ﬁic;te’iy gs”in
advance vhat its plans are for dzpesing an d redanesing n**so;i ‘1t1 1?\o:~

ration bearing cn the {nvestication. In my czse at cz3t, there are lines
of auestions nich T would like to have jpurs d

red, but ry s*a;r ard I gencrally
find out ateut cdditicnal peonle bzing deposed & L1
]

=d ghout it in

1 H
- . s > ¥ ;_‘..“_'I L ‘.“
the pzwerztars,  ader *%h°e c1.u mstenaes it 1S IS o werticanaie
Crrectivaly in i g tho fnforatien brze Tor fhe Jvheon ditea's
cffectively in the doveioprant of the intorati Sm I T 2
inquiry.
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ADDITIONAL VIEWS OF MAX BAUCUS

Wwhen we began this investigation none of us knew wheré it would
jead or how it would conclude. We did not know whether there were
illegal activities involved or whether we were merely dealing with
questionS’df;jﬁdgment.

But we committed ourselves to follow the facts no matter where
they jed. This report summarizes the results of that effort. In my
view, the conclusions and findings stated here by and large reflect
accurately the results of our wo;k.

in particular, I agree that the Attorney General and the head of
the National Security Council should have acted differently. And,

I agree with the report's conclusion that the Attorney General could
have made intelligence information available to law enforcement personnel
without compromising the source of that information.

DR. BRZEZINSKI'S CONDUCT

However, it is important to note that the Presidené‘s national
security advisor was the only person to take action when he learned of
Billy Carter's activities. Grahted, he should have.notified the
President before calling Billy Carter, but I believe we must note that
he d&id take action. Thus, in my view, he should not be admonished for
trying to discourage Billy Carter from engaging in the Charter 0il
deal With Libya.

The major conclusion this Subcommittee has reached is that the
President was not kept adequately informed by his aides and that these

aidas did not do all they could to discourage Billy Carter.
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It seems inconsistent to me to reprimand the one public official
who tried to act affirmatively-to dissuade Billy Carter. Dr. Brzezinski
is not totally blameless, but his conduct should be analyzed in the
proper context.

Additionally, questions have been raised concerning possiblel
violations of the Espionage Act Ly Dr. Brzezinski. The Subcommittee has
not developed enough information from which to come to a final conclusion
on this matter, but I expect that the Department of Justice Office of
Professional Responsibility report on this matter should provide the
necessary supplementary information to form a definitive judgment.

INSTITUTIONAL QUESTIONS

This invesfigation also has raised some important institutional
questions about the Executive Branch. The way the U.S. sought Libya's
assistance in gaining release of the Iranian hostages illustrates that
point. In this case, it seems clear that the State Department, the
nation's chief spokesman on foreign policy, and the National Security
Council were pursuing independent and uncoordinated courses. Put simply,
in my view, the right hand just didn't know what the left was doing.

This criticism about the State Department and the NSC has been
made before and probably will be made again. But, if this investigation
has helped articulate this problem and led in any way to its resolution
we will have performed a useful public service. It is understandable
that in a time of crisis our nation would explore any available option.
Yet, it is at just such a time that the State Department and the National
Security Council should work in concert. The Judiciary Committee does

o o have jurisdiction to examine this question further, but I urge

~ -

e Senate Foreign Relations Committee to do s0 in the near future.
g .
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 There are several other steps that should be taken to follow up
the work conducted by this Subcommittee. The General Accounting Office
has recently examined the way the Foreign Agents Registration Act is
enforced. The GAO's recommendations now should be reviewed and acted
upon by the full Senate Judiciary Committee. ‘

Another issue raised by this investigation is that certain
intelligence information is available to the Attorney General but not
to the President. I agree that information indiéating that federal
crimes could be involved should be referred to the Attorney General.
However, this should not preclude others, such as the President, from
having access to that information. I urge the Intelligence'Committee
to take action in the near future to correct this problem.

In addition, I believe it is time to examine disclosure requirements
covering the members of the President's immediate family who enter into
financial agreements with other nations.

The consequences of the Billy Carter episode do not appear to be
too damaging; future administrations may not be so lucky. The threat
posed by a relative of the President becoming involved in a major
financial relationship with an unfriendly nation is troubling.

I urge the Governmental Affairs Committee and the Foreign Relations
Committee to examine existing disclosure requirements and to recommend
stiffer disclosure requirements if they are needed.

This investigation has raised one other institutional question:

should Congress spend its time and budget conducting investigations
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In my view, the answer to that question clearly is yes. Congress
must conduct this sort of investigation whenever a relative of the
President is implicated in the kind of charges that were raised in this
case. To ignore these issues or to let them be argued in the press would
be irresponsible.
| Clearly, this Subcommittee did not uncover illegal activity, but
/512;::§)we had conducted this investigation we would not know that.
Congress has a responsibility to investigate such charges of impropriety
or the appearance of impropriety.

CONCLUDING THOUGHTS

Finally, as we write this report it is easy to second guess those
who were participants in the Billy Carter episode. It is easy for us
to say what we would or would not Have done if we had been in their
shoes. But they didn't have the advantage of hindsight.

The fact that the Attorney General and the ‘National Security
Advisor did not do what any of us would have done, does not mean that
they acted illegally or unethically. The evidence developed by thié
Subcommittee simply does not support either of those conclusions.
Instead of illegal activity, we found a series of disturbing judgment

calls by government officials.
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ADDITIONAL VIEWS
OF

RICHARD G. LUGAR
U.S. SENATOR

INDIANA

OCTOBER 2, 1980
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In mid-July of this year, +he American public learned that Billy Carter,
prother of President Jimmy Carter, ﬁad registered as an agent of a foreign
government after accepting $220,000 from the government of Libya. This news
stimulated a bi-partisan call for a Senate investigation. Republican Senate
leader Howard Baker called for a Select Committee to be composed of Senators
from both éarties chosen without regard to present Committee assignments, similar
to the Senate Committee which inveétigated the‘Watergate break-in.

The Democratic Party majority in the Senate opted, instead, for a Sub—-
committee of the Senate Judiciary Committee with the single concession to
Senator Baker that one Democrat and one Republicgn from the Senate Foreign Relations
Commi ttee should be added to the Subcommittee panel of four Demgcrats and three
Republicans from the Senate Judiciary Committee. Furthermore, Senate Democratic
leadership pressed for a report of the Subcommittee by October 4, one month
pefore the 1980 General Election.

The reasons for the October 4 date were often stated and defended. The
defenders contended that in fairness to President Carter and his Administration,

a report should be available to the electorate prior to the Presidential Election.
Secondly, four members of the Subcommittee are engaged in Senate re-election
efforts. Their campaigns might be curtailed if the Subcommittee continued
activity beyond October 4.

Thus an interim report will be filed by October 4 and Subcommi ttee
members will be free to campaign, but I am hopeful that there is a unanimous
consensus that the record is still open and that a final report is still to be
written.

rurthermore, Senator Baker and Republicans who support his point of view

roserve ths rilght CO call for a Special Select Commi=cose oo examine the2 Billy

b

Carter case if further substantial evidence comes tc our

en*iosn.  The Sub-

e mmz e hapen enzaged in a hroarhless race agains:t the ~leock for two montas,
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with staff worked beyond capacity to conduct inyestigations, to inteiview
witnesses, and to prepare the Sﬁbcommittee for public hearings. Depositions
have been taken even after the last public hearings had been held. I am not
confident that we have heard or seen all of the evidence. The issue is not one
of coverup but rather that the investigation had to proceed without normal
preparation, examination, and discussion because of the November 4 election
and the Majority Leadershlp decision that the Senate would recess by October 4.
Although the Subcommittee did not have time to discuss the consensus
statement or to vote on any specific conclusions, I concur, generally, with the
consensus statement prepared by Judge Tone and the staff after consultation
with individual Senators to find common items of agreement. To that statement,
T will add the following list of my own conclusions which are based only on
the evidence that I have heard or read to date, and may go beyond the consensus
of other Subcommittee members:
1) The Carter Administration has failed from the beginning to understand the
depth and consistency of Colonel Qadhafi's hatred for the United States and his
single minded devotion to frustrating our policies in the Middle East.
2) The Carter Administration'’s policies have been characterized by starts and
stops, reversals, and misplaced hopes. On the whole, Libyan policies»toward
the United States have been far less "eccentric” than United States policies
toward Libya. . For example, Libya has tried through a number of means, including
terrorist activity and assassination attempts, to unravel the Camp David accords.
Libyan training of terrorists has contributed substantially to the undermining

of European governmenés, in addition. More recently, Libya has exercised

smonomic pressures to frustrate all United States policies to free the American
Sostages through proposed joint aliied ecohcric sanTIicons ainst Iran
2) Rill: CJarter was fully aware of the nazurs of tha

2o smanieion of that aqovernment to Us:itxd States arv

cvamnts to foster peace in
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4) Billy Carter placed his personal money making activities ahecad of the : -

best interests of the United States in his dealings with the Libyan government
and in the use he allowod them to make of him.

3) Specifically, Billy carter attémpted to parlay his pbosition as the President's
brother into substantial bersonal gain which he hoped would include millions of

dollars of royalties from oil contracts.

6) The Administration's ambivalence toward Libya characterized the Administration's
attitude toward Billy Carter's involvement with Libya. Despite occasional .
chiding from the President or his associates, Billy Carter was not deterred by

any formal diplomatic, administraéive, or legal action from broceeding to profit
from dealings with a foreign government whose policies weré distinctly hostile

to the United States.

7) President Carter was well aware of Billy Carter's precarious financial

White House meeting involving Billy Carter on November 27, 1979. It is clear
that the President and his staff were well aware of the Substantial activities
involving Billy Carter and the Libyans including Billy Carter's attendance at
the 10th Anniversary of the Libyan Revolution.

9) President Carter either ignored or did not weligh carefully the fact'that

Security Adviser, Dr. Brzezinski, and the Libyan Consul, Dr. All el-Houderi,
in the White House, with no personal interest in the process. Specifically,

the President failed to recognize or chose not to recognize that surch a meeting

Tvuld Lave rore negative than positive conseguonc:

13

5.
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10) The November 27 meeting and the roles played by Billy Carter and Randy
Coleman in that meeting raised their status in the eyes of the

Libyans and led to increased activity between Billy Carter and the Libyan
government and to the, payment of $20,000 by Libya to Billy Carter in late
December, 1979.

11) The subsequent handling of intelligence information concerning Billy Carter
and the Libyans led to the target of a Justice Department investigation, Billy
Carter, receiving information in a more timely and useful manner than those
charged with the investigation.

12) Attorney Seneral Benjamin Civiletti acted wrongly by showing the April, 1980,
report to no one for almost two months, including the President, appropriate
intelligence officials, or the Assistant Attorney General.

13) Dr. Brzezinski's explanation of why he failed to brief the President more
promptly on April 1 or 2 is incredible. Even given the President's preoccupation
with the Wisconsin Primary election and the extraordinary pre-dawn National
Security Meeting prior to the extraordinary Presidential press

conference reporting, incorrectly, that progress with regard to the release of
American hostages was at hand, Dr. Brzezinski's message about Billy Carter was
the type of political dynamite that is not simply left for convenient and
leidurely handling.

14) The reason why Billy Carter went to Dr. Brzezinski on June 11 remains
unclear. There is no more evidence that Billy Carter went to ask if he could
reveal the November 27 meeting which guite possibly he saw as a favorable

circumstance in defense of his conduct than that he went to ask if he could

PR A o B oo
GOV LT St L oTToanT o +




Approved For Release 2011/09/27 : CIA-RDP90-00552R000101000002-9 211

Some Americans have an overall impression that the Billy Carter
investigation is far less important than the Watergate investigation. Ffom
mid-August to the present, close observers of the Billy Carter investigation
have predicted that grand jury indictments, trials of defendants, dismissals
of Administration personnel and many of the other more sensational results of
the Watergate investigation were unlikely to follow the Judiciary Subcommittee
investigation of Billy Carter. Some observers have even suggested that |
holding the public hearings in the same room in which Watergate public witnesses
were heard was inappropriate because, at worst, only the greed of Billy Carter
and the misjudgment of public officials in handling Billy Carter's affairs were
at issue. In truth the Billy Carter investigation is very important because it
deals with the standards of public conduct that our country intends to require
of our President and his Administration in the post-Watergate period of 1980
after many reforms and new check$ and balances.

Only four years ago, President Carter suggested in the wake of the Watergate
scandals that the American people deserved a government as good as the people.

He proposed a very high standard of conduct in a deliberate and conscious

appeal to citizens who believe that our nation's government does evolve through
crisis and reform to higher levels of ethical expectation and performance. Against
the new standard of conduct which the President chose and on which he has asked

to be judged, his cwn performance in the Billy Carter case and the performance

of key megbers of his Administration is severely disappointing.

The critical moment of truth for President Carter came on November 20,
when he called Dr. Brzezinski to suggest that he should utilize Billy Carter
and his Libyan contacts. In defense of this bizarre decision, the President
and Dr. Brzezinski have pointed out that every avenue was being explored to gain
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which all of us in public rcsponsibility would share if decath had oécurfed to any
or all of the hostages through.failure to pursue every possible aétivitg. In

fact, the President apparcntly rejected many other activities to free the hostages,
rejecting blockades or military action as unw;se or too hazardous. |

The President's plea fails for two substantial reasons. The President's

Administration through the Department of State had explored possiblities of

useful Libyan intercession with the government of Iran to free the hostages. At that
time, the Libyan government held minimal influence with Iran, given allegations

of assassination by the Libyans of an Iranian religious léader. There is no

evidence that any number of messages from Libya to I¥an would have made a particie
of difference in freeing the hostages. To stretch to the most generous interpretation,
if a Brzezinski approach to Libgawerehyosupplement a State Department approach to
Libya, the involvement of’ﬁiLLyCarter and Randy Coleman in the meeting was still
unnecessary. Dr. Brzezinski's testimony leaves the impression that Billy Carter

and Randy Coleman were barely considered as furniture in the room of the meefing,
that they merely provided a platform for the meeting of the principals.

Still, the President persists that Billy's involvement, given the Libyans
reverence for close family ties, might have played a part in favorable messages
sent by Colonel Qadhafi to Iran condemning hostage taking and asking for favorable
cﬁnsideration of freedom for the American hostages. The President overlooks the
substantial bulk of evidence that at that very moment, Colonel Qadhafi was hard
at work eliminating all hopes of effective allied economic sanctions or other
economic coercion designed to gain the attention of Iran. In short, the
President points with pride to virtually worthless messages from a Libyan leader

whose deeds were timely, comprehensive, and directly opposed to our random

hoscage-Treeiny efforcs. Within days after the 3Iliy Jarter meeting at the
;hite House, the American Embassy was burned and substantially destroyed, thus

vgering @ second meeting at the White House In which the President protesced . . i
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Libyan government conduct.

. The other major Presidential plea is more subtie, but perhaps more
eff?ctive. The President asks us to consider how many problems brothers in
various families have experienced in the bast and to admire the spirit of
independent thinking and acting which characterized the Carter family. fhe
President asks us to admire his generous spirit of love and compassion overlaying
all of the embarrassing public»and private actions of his brother. In brief,
the President asks us to believe that even if Billy Carter was near bankruptcy,
was busy attempting to make money from a foreign government which was trying its
best to unravel our attempts to create beace in the Middle East, and was shamelessly
using the Presidential relationship, including White House access, cars, meals,
and overnight stays, all of this could not be Stopped. We are asked to believe
that Billy Carter has a mind of his own and wa§ determined to keep everyone including
the President out of valuable business ventures which only Billy's relationship
with the President had created.

Many Americaﬁs who have a deep streak of cynicism have written to ‘me
charging that every President looks after his own, and that I should not be surérised
1f the White House is a monéymaker. Others merely suggest that Billy would have
been a fool to pass up such heaven sent opportunities and that members of Congress
frequently accused of unethical practices are in a poor position to judge the now
hapless Billy Carter. After 1i$tening to the cynics, and the amateur family
relations analysts, it is appropriate to reject their tawdry rationalizations of
White House conduct.

In fact, I believe that President Carter helped Billy Carter through his
invitation on November 20 to become involved in a diplomatic mission. The
President most probably had no idea of precisely how Billy would benefit, but

[~y

he concluded that inveolvement of Billy was a relatively harmless brotherlu
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procecd. Billy Carter lost no time in literally cashing in on hi# gobd fortune.

The White Housc was demeaned in the process. Ultimately, only the
obscure Foreign Agents Registration Act personnel brought.Billy Carter to a
temporary halt on July 11 when he admitted that he was an agent for Libya
and had tékeh $220,000 from the government of Libya. Thus he acknowledged
culpability and only a civil consent judgment was rendefed rather than é
possible criminal grand jury appointment.

Subsequent to his public testimohy, the Libyan governmenﬁ has offered
Billy Carter an additional $280,000 which they contend was part of a "loan" that
he has not yet received. Billy has neither renounced the possibility of more
Libyan money or his Libyan agency relationships.

The best interests of the Carters and of the country would be served
if Billy Carter returned $220,000 to the government of Libya and terminated
all activities on behalf of that regime. Billy Carter should also settle his
tax bills with the Internal Revenue Service and thus square his debt to this
country.

A possible course of action by President Carter would be to assist his
brother, perhaps througﬁ an additional inter-family farm or warehouse transaction
with or without benefit of trustee. The Curran Report made available to our
Subcommittee lists a number of inter-family transactions in the past few years
of Carter family financial actions.

But it would be clearly improper for the President to invite any further
participation by his brother in the diplomatic or domestic governmental affairs

of this country and thus either deliberately or inadvertantly provide

~

possibilities for debt repayment or millions of dollars of financial gain through

1

improper use or White House prestige or a

cess, 27210
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" must also be an intcrim report produced under the substantial handicap of a

severe deadline in the midst of a breaking story.
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