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CIA Chief Casey 1o Face Senate Inquiry -

G‘n Mulnponws Role Agency Procedwes

© Byo WALA. STRERT .lotmmu. Staft Reporter -
WASHINGTON -— Central ' Intelligenca
Agencyr:Director William :Casey this week
faces a.double-pronged-inquiry from an un-
happy Senate Intelligence Committee. ...

PR

The - comunittee's- staffhas been: .in- }

structed to examine in-more detail-Mr..Cas-

1 ey's involvement  in.: Multiponics: 'Inc. a

failed: agricultural concern of which he was.
a director. Last week, it was disclosed that
a federal- judge hadrruled that-Mr. Casey
and other officers of the company knowingly:
misled investors m a secunues offenng cir-
cular, . . R T i ¢ S e R TRECR T
In addition, the staff wilt study the CIA's:
security procedures to see why they didn't
uncover allegations. of improper business ac-
tivity: by, Mex Hugel,ithe:man Mr.: Casey

‘chose to be director of the CIA’s spy opera--

tions. Mr. Hugel resigned last week after he
was accused by past business associates of.
improper and- possibly illegal’securities ac-
tivities in 1974, - o BN e B2

The twin scandals-have:created wide-

'spread unhappiness on Capitot Hill with Mr.’

Casey’s performance. Members of the influ-
ential Senate Intelligence Committee are
particularly upset because they weren’t in-
formed in advance that the scandals were
brewing, aides said..ypy. s

“The thing that concemed them was that

the consuljtative process seems to have bro- |

ken down,'* one staff: aide said.-"The com-~
wittee: was. taken ‘by: surprise. They don t
like that." ‘ A

&

-The committee members registered their
unhappiness ‘‘rather clearly” in a meeting
Friday with CIA Deputy Director Bobby In-
man, staff members said. The meeting had

-} been scheduled before the scandals arose.. -

. Senators on the .Intelligence -Committee
want . the staff to -report.its findings early
next week.' Committee members want:to
‘‘clear the air" quickly, one congressional
source-said: ‘I think-if the committee: is
agreed on anything, it's on that,”” he added.

-~Mr. Casey might have to appear person-

ally:to convince the-committee . that there
won't be further embarrassing details of his

business dealings, this source said.- Other-j

wise, he added, some lawmakers could be-
gin pushing for Mr..Casey to step-aside. .. s,
i-Even: before -last. week’s developments,
some lawmakers had been unhappy with Mr.
Casey because of his- insistence on appoint-
ing Mr. Hugel to.a sensitive CIA job. Mr.
Hugel, 4 Reagan campaign supporter, didn't
have any previous intelligence experience..
On Friday, the White House again reiter-
ated President Reagan’s support for Mr.
Casey. The President *‘is very firm’ in ex-
pressing his confidence in him, said ‘White
House Director of Communications David
Gergen. He added: I think there is a con-

cern that thls not be blown out of propor- ‘
‘ﬂon wooo :
~Sen. Barry Goldwater (R. Anz) r.he '
committee’s chairman, also said that Mr. |
‘Casey should ‘stay in office- “unless we fmd

q;»:i‘,further alleg-am,ns_..‘ o
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FIPHE FARMING VLVTURE THAT AGAIN ba
¢4 CIA Director William' J. Casey in hot. wate

£l was a loser almost from the heginning. 7Y
. Alired J, Moran, Lthe New Orleans industrialis

_who started it all, }mt as much as %2 taillion. W‘len
-Multiponics Inc. went bankrupt in 1971, three yeats’

cafter it was formed, txwgermg lawsuxts by outsxdt,
investors. . -

U
', Carl Biahl of Honrston nead of a stevedoxma ) ;

‘corapany on the Gnlf Coast a'nd reported cmsocxata
of underworld fn;urcw lost more than §1 mxlllon

1t is uncertain how rmuch had been mvested b){ i

(,awy, the firm's hwyer, fmanmal advmer and COr
pomte seeretary. !
Jiut it appears that Cavey was lne only dxrertor

to galvaga any. mrmey out of the de'll as 1s:.h1§'»

han' . e o
1A hwyer fot Cawy 3 .ne’xd Bmhl emd.nonp of
tbe partners collected even directors’ fees:— but:

s Casey was paid for h:s qervzces as Muhlpomcs

{mneral counsel.. -\
How much is unce rt’un smd ihe N
]awytr George Kimhall. ¢
The betting in Wa: ,hmcton is th
" survive inguiries into two conr! rulings that- ‘Casey
and other Multiponics direc tors m1sl°d investors;”

- I Casey does survive, one reason will be. that he
isa tough fighter who knows. how 'to use powerful
friends when he has his back to the wall.

Except for that ability, Casey. mwht not have

“golten out with a bundle wheén he was arcused of ’

unéthxcdl conduct m a 1965 cml °mt m Wllmms*~
ton .3‘, b L
5 John Van- unmt the lemmgtun I»wyer who
‘lﬂVeled the charge in. 1965, said Casey was xaved
th'lf time by a mysterious call from Washington. -
h.Casey got ouf of the.earlier trouble with ther
money ‘and soon was lﬂm!fng hxs ge‘mus to aAgran-'l
.+diose land and crop deal; - . ,
#-.“They were high-stakes gamblers, sazd Wllham
W ‘Herpel, who recently sold out his International:
‘Harvester franchise in Thibideaux, La. Herpel was.
ithe court-appointed tcustee for the bankrupt cor:
pomtmn aud the man,who sued Casey and the other-
~idirectors in a federal court in New Orleans charg-
mg gross mismapagement and neghgence K

i Alfred Moran, heavily involved in the Gulf Coast’

waterfront eonceived the idea and brought in Casey
;and Biehl as kis principal partners.7 ;- ;o by
b _Beginning in 1968, they bought up farms in Lou-
‘siana Mississippi, Arkansas and Ffonda R L ,000
~iacresin all. They, weren't interested in farming. i)

‘They were specuiating on land values and cro?!s

== everything frpproast doFo boRelieasel
‘beans to rice to cotfon,” said Hetpel. ~

" They sold debentures to outside lnvestors
i lion At mere - hofrrs $hot cramb ool o
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e [‘he thmg }qst felI of 1[3 own *velg'lt ” axdv
‘Herpel T

“ Other speculators were domg the s1me t"u g at
tne time, Hetpel said, but Casey and his pariners.
‘were overextended and couldn’t Wmt for Infiation
ito pay off their debts.® ..
;. In the!'last year, federal courts ruled against
’Casey and his associates in two lawsuits by Mum-
:ponics investors.-In cne, the court held that Casey
4 ,and his friends drove Mulhpomcs deep into debt]
.fby managing the company in a- “pattern.of self-;
5 “interest.”:In the-other, the court-ruled that tae'

ebts

1

4

‘directors had mlsled‘early mvestors a‘oout
nd other matter : :

o ;-s"

. Caspy ’dem,es wror'gdomg and Repubhcan Sen-'
~ate‘leaders aré springing to his defense. S«rate]
‘Intelligendé Committee Chalrman Barry M. ¢ rold-}

-tain ouliof -a- molehole™ with their stories nbout:
_Casey, who ran for COngress on the beeral Re'»ubh-
i anlme m 1966 ;

ASEY HAS FRIUNDS TH*IOUGHOU"‘ f‘xe
F-".'Washmcncn establishment. % o2 52
J} ;: 111985, he needed them, accordmg tf Van
“Brunt, “the. lemlngton lawyer who represented:
,Nlcholas Ridgely du Pontin a 1355 lawsmt 1;3113&
“his brother, Eugene du Pont I11. . P
.The two du Ponts freré embmlled m a c'x pu'sa
‘over il ‘and real‘estate investrents ‘made: with
‘the nelp of Casey Casey was demandmg $779, 0“0 :
mr himselfx " .- !
LAt the time, Van Bruntsaxd Casey had cut hiraself ;
m for.a. 20 percent share thhout putting up any of
L}ns own'money.:Van Brunt wanted the Court of. ;
'\, umcery torule tbat Casey had vzoldted legal etkum ‘
‘and was entitled tomothing. ¢ ., = i
% “Casey came storming mto town ramna hf!l
:with poweriul people,” Van Brunt said, Eventy aily
these. unidentified people prevaxled on ‘\‘u,hol 13 qu i
2ozt to call off Van Brunt.zs; < o
" What tlpped the scales’ 'was a call x’rom :: gov-’
gernment official in Washmgton — Van Brunt rever
-knéw who placed it ~ to his senior law partner, i‘xe*
late Clair,J: Kllloran Van Brunt sa1 “z{zl nrm
pUUPd the string.”

#:;Van Brunt dropped the unethlcal practzce ci arge
agamstCasey Casey got his $770,000 — and weat on -
sto become chalrman of the Securities and Exchange
:Commission,” undersecretary of state; chairmun oI L
the Export- Import Bank, Ronald Reagan s$e am-.
palgn manager and director of the CIA: 3

».The du Pont brothers settled the case. Latnr a’
mmmg engmeer who had ‘worked for the brohers

Q ipid PREO 180003-5 :
7 :IZ“&: %eas[ he d?gygz decgr?to?hmg, said Va'n

runt

"%
‘m“-,.—, . . I

and: h;

‘water told r°porters that they are “mamng araoun-}
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CIA

~ The Central Intelhoence Agency,
embarrassed a few years ago by
disclosure of illegal, and immoral

acts, has been embarrassed again, -

hut this time the spy shop wasn't at
fanlt. . ; .

For obscure reasons, Pr&sxdeut

Reagan made William Casey, one of

-his campaign.managers; CIA boss, -
and. for, even-dimmer-reasons- Mr.. .-
Casey . pamed Maxi:Huogel, a .busi-—

nessman and>minor: campaign ilg-
ure, head.-of-the:€ClA’ clandatxne
operations,
How Mr. Bugel ever got through
the CIA’s -vaunted -security - and
clearance checks:is a mystery. He
had dubious dealings with two New .

York stockbrokers, who he says had : -

threatened to blackmail him; A Spy-
master; which’ is ~whati“Mr: Hugel -
was, subject to blackm;ul is a secu-
rity FisK.. - ¥ovir Badtimomm, .
Anyway, “The : Washmgton Post

blossomed the other day with tran~
scripts quoting Mr:. Hugel and the
stockbrokers talking about kiting his
company’s: stock‘ and:he prompﬂy
resigned, PrrelaRg oy 2

. hxt.her The Pcst dxd some great

o

‘Follies

A ok e AR SR Ty

reporting or old hands at the agen-
cy, resenting Mr. Hugel's lack of
qualifications,‘ did a job on him. It
would be safe to bet a tattered cloak
and rusty dagger on the latter-

e i

e N 1\' * *

Thp Hugel fiasco ralses questions .
‘about Mr: Casey’s--judgment.~He .
‘should” not, of course;"have put an i
_amateur in the agency’s most sensi- -
tive post;the one controlling assign--
“ment.of sSpies abrcad and counter— -
espionage. .

Mr. Casey hlmself is havma trou~..

_ ble with a New York judge who says

he -misled investors in a.securities
_ "deal..If he decides to resign it-will .
bée notragedy. No. 2 man at the CIA:
is: Adm:. Bobby-Inman, a rcspected

intelligence professional, who.ought :

OlAl

tobemovedup e
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; “ough than normal. In any event, the
dUGH SIUE‘! 1" ‘business irregularities were not de-
- 3;. “fected. Hugel with-his toupee firmly

l"‘

mglued in place wentto work acd, con-

was not'much grumbling. Some of
them - prwately thought that the
agency’s-administrative ‘procedures
‘needed “a*little - shock treatment
' 'I'hey got lt\ Lo o

-y v The'Sfoot5 inch HLgel méde up
2 5 fof’ his Iack ‘of stature with colorful
-Janguage’ ‘and- abrupt decisions.:He

- After: \fax Hugwl Amenca 'S SPY
boss took himself and his toupedout’
¢ of the ClAslast.week, Bill-Casey. di-
rector;took up.the phone and called: 3
around- Washington .to-assure;:con-
cerned- pohncmn..,and ‘journalists;
that the sxngular case was finished,
closed... m;57 i
Casey- was; not,qune read o,corr
fess total error in selecting the Stub-
by millionaire. businessmar to-: ‘be
deputy director for,: operatxons;:the
person who-runs. the CIA’S! claiides-
tine services: In any other job.inithe:
government;:Casey: said, thé allega-
tions. ‘againsti:Hugel:-for? improper
stock":markett practices::probably.
would ‘not<be-"enough: to: wargani:
such a hasty:exit: In the:17 manths:
hie had known Hugek: Casey 1n51$ted :
he had found him to be “amr enor-; .
mously effective guy,” bringing-the
kind of organization:moxie thatCas. -
ey decided the CIA needed:» AV
Casey. declared. that he,had»kept 3
his eve on Hugel in his-twd jobs,at
CIA (Hugel first was deprity dirsttor
for administration) ‘and" he-Had
“thought it would work.” Then ¢ame. ~ *
the - unexpected - revelations~- of
Iugel s business problems..ii 4
There is lways ~.omethmg‘enaag«‘
ing about BHI Casey; 68::He s groff.
but a low chuckle arises now-and:
then. He enjoys adventure and in-his
years he has made and-losta few,fu
tunes and.'participated: m»;hez hig.
events-of. the world: Some say. Rev s
riuch. like his old boss, “Wild®: Bill:
Donovan, therman who-ranJJ’S..m
telhgenceooperapo ns durmg' Ve ﬂ
Wan IL:; r, i

.iob-ﬂummv forHugel eI
Indeed; wherz Casey wa'lfted- Ainth
door of the CIA last Januaryhe wap :
ed a job for Hugek It usually is‘the”
ather way around.“Theé jobs aré-sur-+}-
veyed and-then- people-fourd:for:
them,” Casey’s*absolute™ “insistence:
that Hugel was going to work.at.the;
agency may have cansed the security.
_cleararice- process- to.-berlessTtRor - &

_A":shooten around the aaency He-was
earching for efficency and he used
business techniques. He choppéd re-

.

#in the infellig

JHugel's:fire-plug personality-.be-

3 *only a few weeks. The stories started
Itocirculaté, most at Hugel's expense.
--'It was-said that his name was. pro-
< nounced Hugsal until he -made- his
*fipst ‘million, then it became:Hu-
GELL-One report had it that there
“were plans o build a platform be-

it.when he sat there! Huoels lan-
"y guage was considered offensrve

' When , Casey _decided ~td* move
‘to'operations there was almost unan-
imous shock and protest. To this day

vsxde or outside the CIA’ ‘concurring
“with Casey" sTather abrupt decision,

‘ations has never been wrmendown

e

sidering the usnal sensitivity of the -
. bluebloods who have made the CIA-
the superb organization it is, there:

Soon. become knownr as” thev“mp«

search and meetings, bothrin length.
fand Size:*Some DrobIems arose-al-’ - -
most. 1mmedn'ely The. bottorn -line-
ence business is a suc-.
essful¥t operanon ‘notidollars* and-
‘cents. Some business ideas can -apply. -
i to intelligence work, but some can-,
Ot Huoel ‘never seemed-to-under-: .
4 stand thareffxcrencym Spy work: can,
“mear aifoperation is.less secure;: Y

‘gan to wear thin at the agency dfter -

ind his desk so he could sée aver

‘»Huoel over from the administration” -
there 1is'no record of any: person in- ",

pgarently ‘inspired: in®’ ‘parte by .
ugel’s complaints of* bemg bored
Wlth ‘administration*Eveén Adrn,}ral .
beylnman’ devutydlrector ofthe "
gency; oppc.sed the move: Rdaning .."
aspynetwork isanart form,onethat -~
Tequires patience and’ deep know- . 3
ledge of people, nations and world -
event-s. No matter'how brighta-per--
so1¥ may ‘be‘he’cannot. iistantly ac- . ;
guire'this background. Much-of the -
Tecord,on 'the ‘most sensitivé oper-

“It is spoken’ beltween people who, '+
hay

L (

Chased Casey’s Hat -7 .0 »>1--* -}
When Hugel's new job was-an- .
notinced, The Wall StreetJournal re- |
-counted how, as a Heagan campaign i
aide to - Casey, Huvvl in chasing I
- Casey's hat on a w. my day lost his |
toupee in the same blast. There-was 1
something about having thé chief !
Abp_{ with a toupee that ]ust did.not
gadown well with the people around
Huuei It is tough enough being an |
. updercover agentin the Jamas Bond
" era without havmf 1o account:for
the boss’s toupee,Apd ‘theré were -
other problems. Hu el one day asked |
hisclandestine peonfe what oughtto .
.be done: about, the- Cuban tefugee .
- ;problem., Since the 1ssue was-pot-a -
- CIA : matterzand - nobody - thought
"~ Hugel was serious, one persorl-joked
that maybe: we should train'them to-*
. be baseball-player: and:farm™them -
" ‘out. Hugel .was not.amused: Oh*an- -
other day, anofficer-came to. Hug°1
with alist of problems ranging.from
the new Mitterrand government in
s#France to'the: ouster ofstwo ngents
; in.an African nation: As -later- de:
scribed; Hugel had ao grasp of what |
. was before hxm g e o e
-3 The speed ,wnh uhxcthll Case 7.
replaced Hugel. with John- Henry -
" Stein, a career oificer, suggests that |
maybe Casey himse!fisa b1t religved |
to be rid of Hugel. As far as the'sto-
. ries go about C“sey Iedvmg there *
.. does-not seem to b much in:them.
-Casey says that except for thvs.uno
fortunate interluds,.he is having a -
vgreatnme o “--*”-"i«‘:d

*.

]

<1

.A*..-,

st .

L e e

Ce

Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180003-5




Approveé For Release 2005/11/28 : CIA-RDP91-00901R0004001800(43-5

OlAl

PIONSER PURSS (101)

TLE 3
O
Az}&“\-hd*
. Y. fAsk .
MonasoIRes S VS

TR =
PR

Caprn -

R

Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180003-5




. For Caution m Alli e‘sa’S«ovieZ Trade

Cother major industrial dernocrieg, has

' Alministration by deciding o ask the]
_allies to follow a collecilve, cautjous ap-
s oroach toward the Soviat Unioun vn eco-
i nomic matiers. :

. line and buy natural gas from the Soviet
! Urlon but will pose no flak.objectionsta
- the deal, He reportedly considersithe
- pipeline issue secopdary 10 West Zuro-

STAT
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Reagan, at Ottawa Talks, to Ase

Pat

R ey s R PO ‘3‘

iyl

WASHINGTON, July t3 - President
Raagan, who leaves for Gttaws (0mer-
row for talks with the leadars of the six

seitled a major policy dispute within the:

Wail-placed Adminkstration nificials”
say that his decision to follow this
course, rather than to confront ailied
toaders with a harder line on Enst-West
rrade issues, seftled what was widely
deseribed as a major struggls belveen
Secretary of State Alexander M. Haly
Jr. and Secretary of Dufense Canpar W,
Weinberger.-

Appeal for Precautions

According to these Admianistration of-
ficials, Mr. Reagan will ask the allies to
study how importing Soviet energy will
aftect their vulderability and 1o take a
freshlook at whether trade with blescow
has moederated Soviet behavior.

Thesa officials say he will urge thai,
while maintaining a <ooperative 2co-
nomic policy toward the Soviet Union,
the allies remain alert to security proo-
loms. He will also sujgest, they said,
that West Furopeans take precautions
in their prospective deal to build a pipe-

peanreliance on Soviat energy. .
Some officials said that the President
seemexd to be leaning toward approval of
a 340 million sale.of pipeslayers to Russ
sia by the Caterpiller Tractor Coropany, -
indicating that he was not going to close |
trade doors with Moscow. Other offi]
cialz said no decision had been B
- Mr. Haig and Mr. Weinber;
for their respective appros
‘economic question in ¥
curity Council mee
virttally all these pr
Haig except Williz
rector of Ceniral
Jeane J. Kirkpatrick, *

to the United Nations.

related, that economic reis . os W
Moscow should be treated ax i extens
sion of the military compexiton. He
urged an embargo on
strategic equipment and critieal tech-
nology to Moscow, and contended that if
2Ir. Reagan used all of his personal

SIAEH.GEL3
apwenind io The New York l:imm

Mr. Haig's stance, as officlals related,!
was that policy toward Moscow shouldl
not bte totally confrontational, that!
Soviet leaders should not e squeezed 50
hard that their behavior became unpre-
dictable, that the allies would not bend
to Mr. Reagan’s pressure and that no
poilcy toward Moscow would be efective
unlessitwasacommonpolicy. - 7 .

7 FalgView Sald o Prevail |

All ol the President’s key-advisers
agre=d on the yoal of trying to exert
tighter countrols on Westarn. exports to
the Soviet Union, but the President nad
to choese between his two poweriul Sec-
reraciea on how far to go and what was
foasible. By most accounts, he essen-
tially took Mr. Haig's view,. although
military ofticials say that their tough
stance forced Mr, Hsalg to move toward
them during the discussions. - 7% °

According to the officials, the Presi.
dent made- his- decision on - these
grounds: Since the allies are highly un-
litely to curtail trade with the Soviet:
Union  significantly, pressing them
would only create conirontation be-
tween the allies. If confronizd, the allies
would choose trade with Moscow over
the Atlantic alliance, and the conse-
quences of such a rejection of the Ameri-
canpesition would be catastrophic.

As one ofiicial explained: *It was not
a question of what we all wanted but of
what could be achieved. Since we could
not stop the trade, thie President decided
tolimlt thedamage.”

Some in the Administration hailed
this as a sign that the White House was
increasingly moving toward practical
decisions instead of posturing in foreign
policy. Others expressed great unhappi-
ness about what they saw as a severe
problem of logic and politics, that is,
asking the Arperican people to go along
with sharp increases in rmilitary spend-
ing to hold back the Soviet Union yet not
taking an equally tough position on the
economic matters. e T

Unti} the middle of this week, when
Mr. Reagan made his decision, he was

prepared to go far to keep his options |.

open while others were trying to close
them. On July 13, the office of Chancel-
lor Helmut Schmidt of West Germany
announced that the pipeline deal was

““*as good 28 complete.” Within minutes,

officials said, Mr. Reagan had a tele-
phone call placed to a Schmidt aide, and

-two hours later the announcement was
- ]

theSpprovadilor Relaasev

withdrawn. ,

The following account of how the

President made his decisions was pro-

vided by oificials in many of the agen-
o

view. .
an in-

Mr. Haig began the study and

-

fR000400180003-5

#0090

alongwithus,”

H . e — maem UL PO
co-Military Atairs sided <with the Pen-
tagon against the European Bureau and
the Bureau of Zconomis and Business
Affairs. Mr, Haig and Myer Rashish,
the Under Secretary for FEconomic Af-
fairs, sided with the Ewsopean and eco-
nomics staifs.

Saparate Papers Preoared
The Pentagon staff argued consis-
tently for a complete embargo on strate-
gic trade. Many in.tte interagency
group aszumed that this was for bar-
gaining purpeses only & were waiting
toseewhat Mr. Weinberzer would say. -
National Security- Council meetings
were set for July 7and 8, and the Penta-
gon and State Department staffs were
asked to prepare separats papers. N
Mr. Casey submilted a paper backin
Mr. Wainbergsr's posith )%Pfé}‘”ad" d‘f.f’-
cardéd w pro-Halz paper
-the economic anc% ener,

“prepared by
stail o f'{hze'

C.I.A and ordered a sia ‘T 2108 to write
thesecondpapér. — IR
At the lirst meeting. Mr. Reagan

asked everyone to state their general
vizws. There was agreer:ent that West-
e€m equipment would be ery important
1o Moscow and that sales of critical ma-
terials should be curtail d but on little
else. They could not agree on whether
Moscow faced simply erargy problems
as Western nations do ur an actual
crisis. They could not ag-ee on whether
it would be wise to try to clcse oif ener-
gy-related exports and on whether Mos-
cow would react (o such  move by allo-
cating more of its scarce resources to
peacetul economic pursuits or by put-
ting more pressure on the Persian Guif]
areatoobtain moreeneryy. - R

Mr. Haig made the cas- for not press-
ing the Soviet Union so hard acress the
boeard that it would beceme unpredict-
able. Mr. Weinberger countered that
Moscow was going to cause more trou-
ble in the Gulf area no matter what

Wgshington did on trade, and that an
‘embargo would force Moseaw to divert
funds from the military.. s
* Vice President Bush znd Richard V.
‘Allen, the national security . adviser,
were the only ones not to tip their hands

in this meeting or the nex: ore. -

All agreed that they did not want to
subsidize Soviet economuc development,
They also agreed that the general dis-
cussion was getting nowhere and that
they should turn to specifics and to
whether they “‘could get the allies to g0

For the second meeting, there were
essentially three agenda items: strate-
gic export controls pelicy, the West Eur-
poean-Soviet pipeline deal and. the
Caterpiller contract tcé supply pipe-lay-

Under the Export Controt Act of 1579,
the export of certain advanced tech-
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THIS ™o
Iaunchi'ng w2 "% damage
ment cswudy® cof-at dis
Jweek v which  the SAmerican
.. Super- spy .iwa forcéd to
Tesizasiacdisgrace, purting ‘the
. future’ of-zhe agency’s director,
| William Casey, insthe. balance.
¢ Tha d_amage‘:is‘,.enonhogs, the
| essessment belatéd;-The- world’s
; Toost. 7 powerful. - intelligence
agenct failed “m S5 - gut _cory
raption-in its own hierarchy v
and Americe’s allies have- voiced
their -concern that: the - CIA’S
s internal security 3s° 50, deeply
cSlawadisc 3 U
The” first *blow :fell “Iast “Tues
dayl-when  Max - Hugel, .l the:
; Geputy. director of operations, |
- who 1s privy 1o -the Tation’s top
secrets and  controller. of 7 the
“worldwide network of spies:and
“cavert.“activities, resigoed’ after

1

assess-s
.Jsrrmxﬁ"

i office of security fail to check
i his shady background? .o
“x Yer, to find the fatal flaws of, !

i
I-
[
}
t

allegations. -abour his- murky’
business deéals were splashed on'
‘the-front page -of the Washing~
tOn“PQSt.--'M»" R B PPLN, _4;.'..: -
Then -Casey, already wunder
aftack. for appointing his -old
friend Hugel to such a sepsitive
post, “found himself -under g
vestigetion. ‘Two . court rulings
were suddenly uncovered which’
Larshly criticised his own past;
business'dealings.. ="+ ., .o .
-t A federzl district court deci-)
‘sion_handed down in New-Xork;
-on May. 19 aceused * Casey of
omitting “"and - misrepresenting |
factsto investors when ha was:aj
director. of -2 company -ca]le_d:,i
Multponics,: a - New. -Orleans®
farming corporation. That ruling
came:10-light ‘only last ‘Wednes-!
da}'.':-::_:_', ... ._;._‘v":._,‘.v,_-' e ._4 5 -‘t
:Next'day, a news agéncy Qis-/
tovered -another court. ‘ruling,
made in New Orleans more than|
a -year ago, - accusing Casey of
‘engagingin *an overall pattern
-of self-interest™ which drove his
company ““deeper and deeper
into debt” -0 oL e &
““The :Senate select commitiee
on intelligence has ordered ‘a’_n{
“investigation of Casey’s “legal !
‘problems” ungd the Sénate judi-!
tlary committee is considering |
@' probe into” his ‘business deal- |
Ings Ao s L '
As the intrigoe deepened, par- |
andia seeped into the -White |
House, where a senior aide-said |
that the sudden surfacing of the’
court rulings against Casey, one :
of which had lajn unnoticed for
i more than a year, smacked of a
!conspiracy by members of the'
| CIA against their own direcror. :

aA fuller. story of his :Emsiness

LONDON SUNDAY

R s

g

rge

Conspiracy theories apart, the
Senate intellizence committee
will be asking some hard, straight
questions. Why did Casev select
his old buddy Max Hugel, a man
with no experience of the intel-
ligence world, for the kev role
at the CYA? Why did the CIA’

this short,s plump, onetim& i
“street . fightec”  from New-l

Yor'Lf‘_s- B-r'ooklyn district, - the |

: CIA ofice of security need have
; gone™no Turther than his unpub-

b

-ilished ™ ‘Bar * widely - -circu_lared

~autobibgraphy. U

. I in Hugel ‘boasts' of “a tre-
- mendous inner drive to:be will-
. ing to work my arse off 1o et
« akead.” Tt was not his onfy teck |

nigue. During his undi.stingillfs;,‘c_:ed"-'
army - career,” he avoided:daing!

“-sent to the battlefield in_l%?,ﬂgy.';
i.telling the army recruiter “that,
§ he: spoke " fluent . JTapaness,> .o

*Janguage 'which .he'.no

~ |
woadmits
L& !
: !
i

rwas Greek to him.”

Sra

. conduct’ ermerged lasi.. moath |
“-when two stockbroker . brothers?!
“Tom and Sam .McNell, went to!
;;the Washingion,.Post with. an |
--astonishing tale of fiscal skull
+ duggery, .supporred by tape-
f recorded ' .telephoue conver-
{ sations’ with Hugel., <. ¢
! - The. brothers ‘claim sthat
* Hugel, : who _ i -tha early
- Seventies was president of an
+ ailing. company called Brother
~ International. LCeorporation, pro-
vided ; them -with~inside. know-
* ledge pf-his company. They say
> he channelied - funds 1o their
. company- so- that they. could buy
. stock:in his, thereby making his
7 shares seem more buoyant than

1

1ME
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t they really were,
§ v Butin December,- 1974, the
;i reladonship ** berween them !
Y began” ‘10 sour - when Hupgel |
#,demanded loan repaymenis end
: the McNells threatened him with ]
.2 lawsuit” for having illegally |
{' disclosed inside infarmation. One
of . taperecordings includes @
; Passage-in which Hugel shouts
- ar‘hMcNell. e
o I you don’t [take good care
1:0f ‘me),” savs ‘Hugel, “Tl}- cut
i your- balls "off. . You gor wo
- choice-~anyway.” PIl Eer’ my,
AXorean gang after vou and 'you
“4don’t*look s0-good- when you're

Yhanging by the_ballg? .= on

STAT

1% -With ‘his - business portners |

i

Sduly “rintimidared, ‘or .»0  he

‘thoughs,- Hugel, bezan Wworhing
“hard Lo per zhead in a diteren:
zdlrecnnn-Repub1icazr polizics,
tdn February, 1380, he cavphr the
‘eve of the new Reagan camipaizn
director, William™Casey:

Aiter Reagan’s'-vjcror}', Czsev
iwas rewarded with' the ¢.bine:
post of CIA director and he in
sturn duly rewarded Hugel. ‘who
followed™ him into the azency
first as his personal assistar.t and

*then, to the horror of mam- CIA !
Professionals. to the key 30b ati

the heart of the agency, -

: .The CIA prides jrseif 0 the

!

svigour of its security vettin: jor |
‘NeW recruits. For the lowliesr |

entrant, the procedure of caeck-
Ing references ang « dev:lop-

anent of - sources ™ “takes ‘rom *
sthree 10 six months. The sec iriry

wvetting . for  Hugel who kad |

i

8ccess 1o the agency’s des nesr

‘secrets, was completed ip fipht
days. - .
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WILLIAM J. .CASEY, America’s spymaster,
15 a millionaire with a. knack for lawsuits andr*_x
controversey. . . - LU LAY oy g

The Senate Intelligence Committee, wlgxch-
carlier approved President Reagan’s nomina--
tinn of Casey as director of the Central Iptelh—'
gence Agency, announced it_ was'opemng’ i
niew probe of Casey’s. financial dealings.;: §

The Senate investigation means that Casey’s.
jobis at risk, but it is to too early: I:o:ycounr', him;
out. The 63-year-old lawyer-businessman: has
weathered similarstorms’ in: the- past; "but
never from’so sensitive.a base as the -CIAY!

‘The new controversy” surrotinding’ Casg:y;,;
coupled with his record;; raised. the qu‘g§txon1§
last week of what sort’of: man-Reagan' had

head A‘m'er,if ;

The-Multiponics -affair, the cause of Casey X
immediate problem, is typical of thevx"ecq}fcll o
LAST TUESDAY, Tribune columnist Dan |
Dorfman unearthed: a-decision handed down
May 19 by the Southern District Court of New
York that Casey. and seven other qlrectprs of
. Multiponics,. Inc.; had knowingly misled inves-
" t+r3.in a multimillion dollar fund-raising effort .
for; the now-defunct company. ... JF iy 2
Multiponics seems: to have been the kind of
high-risk venture that has attracted Casey, as
lawyer and investor,‘;{pver- the~years. O.roi
ganized in 1968, it was.to- have{.en‘ggged in
farming, agriculture,. and land acquisition. It
@Pent bankrupt in-1974... . SRS R
Multiphonics was formed, according to court -

» Fecords, to acquire. farm properties owned by -

Casey and the other founders.. Ca§ey'_!11mself3
invested $145,614 in-the’ fit:m.z..Mu]t;pon':ggjalsq5
bought his properties by taking over his mort- ;
gage debt of $301,000. - Altogether, -the ‘mort- |
gage: dedt that the firm" assumed. from the
founders totaled $2.7 million. R e

The lawsuit charged that a public-offering;
circular did not reveal this debt, nor the fact:
that 63 per cent of thejfundstit was trying to
raise would go to cor
‘they made to the firm.: ¥ :

The circular. also-neglected t].q_‘_n,l'gntlon;;‘hat;i
of the firm’s seven ‘farm units] two f‘were.:%pot f
operating at-the. time; two others were: being
sharecropped, and a fifth was operating. ?_tv.a,‘:-

THE DIRECTORS:including Casey, pleaded:’,

that these omissions, really weren’t important *
to+Multiponics ;long’range prospects.’The.
judge, Charles Stewart, rgjec_:tgd ;m;_ and sdid
Casey and his -colleagueés 'misled, investors,
who are expected to sue for- damages. - 7
"~ ¥BI agents, who had not known- of,thxs su_ltg
when the bureau investigated C!as;}t'j tgetforelglglw
ominatioir, obtained Appnov ‘ m« !
2pinion:, Ly s -.:}a,§&5~k$a.; BRI A

. ing’ when set in the context of Casey's other

-of fighting the case in court,”

|- ASKED ABOUT IT later,

-series of tax
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“As they did’so, another Multiponics ruling,
handed down a year ago in the 5th U. S.
Circuit . Court of Appeals in New Orleans,
_surfaced. It ruled that Casey and his other
directors drove Muitiponics“‘deep and deeper.
.into debt” by managing the firm in a “pattern
of self-interest.” Accordingly, the court ruled
that the directors would have to wait until ali
cther creditors were paid off before getting
.their own loans back, which means they.prob-
ably will not be paid at allesgri gy ;o dsiiseng

“The.Multiponics case broke on the day that

- Max Hugel, a-controversial sewing machine
; importer whom Casey had ‘made his No. 2

tailed C.

+1man‘at the CIA Tesignéd amid a’scandal, iy
Case 7:had made Hugel his chief of under-
cover.¢ jerations, despite Hugel’s total lack of
qualifications. Hugel quit' after published re-
ports-that he had conspired in the mid-1970s to
inflate the value of a company. he owned by
promoting phony stock sales. % .

ke
Gy

- THE MULTIPONICS CASE takes on mean.

- scrapes;#including the ITT case, the Vesco
affair;va' plagiarism suit, and the Advance-
ment:Devices sale.” SE O
* The Advancement Devices case arose in|
1971 when Casey first went to Washington. as
President Richard Nixon’s nominee-{o head
the  Securities and Exchange . Commission.-
fronically, it concerned a case in which Casey
himself appeared to violate SEC rules.
, A civil'suit filed in 1962 in Federal District
Court in‘New York by Ronald H. Boggs, a
disgruntled investor, sccused Casey of selling
$10,000- worth of stock in Advancement De-
vices, Inc., without registering it with the
SEC. Boggs alsn accused Casey, a director of |
the company, of making false and misleading
statements about the firm’s financial position.
Casey settled the suit out of court for $8,000.
He said he did it to avoid the cost and:trouble

-Casey vdid not mention this* incident to the
Senate committee - that. confirmed’ his. SEC
nomination, forcing -a second. hearing .and a
second confirmation, and he blamed the illeg-
al sale on an aide, Charles J. Thornton, whom|
the:SEC had earlier expelled from.the sec-
urities industry for a stock manipulation. ..
Casey passed it off
as a’‘relatively unimportant dispute.” ..
.- The plagiarism dates back to a.1962 suit by
a Henry Field, a lawyer who said he submit..
ted 2 manuscript on tax matters to Casey, a
tax éxpert who at the . time ‘was’ editor: of a
: bulletins published.by Prentice-
‘Hall, Inc. The publishing” house rejected the
manuscript, but Field liter sued Casey for
$175,000, - charging. him. with: having . pirated

Ve

some of it for Casey’s own_work. .,

Frl R
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" Nixon administration officials on:charges that’

‘filed until Nov. 27, 1972,

to $5.6 million,

STAT

The case was settled out of “court, with
Casey. paying $:5,000, although Casey said
later that Field’s claim “had no merit.”

Casey, in his 1971 confirmation hearing, told
the Senate that the judge in the case had said’
a guilty« verdict. was not supported by the
evidence, He also said the Jjudge ordered the
transcrip}sealed, to keep it _out of public view.
. However, the judge in the case,.J. Brakton
Craven‘g_'Jr., denied ordering - the’ transcript
sealed and said he did not recall the other
statement. v, v o RN

Casey:-also blamed

_aide,. John Cudahy.. .

The ITT and Vesco
involved Case
chairman. * i .
- In1972; a dispute arose over whether Inter-
hational Telephone and Telegraph had agreed-
to- contribute $200,000. or more to help pay:
Republican. National Convention costs in £X-
change for government agreement to settle |
three big ITT antitrust cases. et o
‘Rep.~Harley. Staggers - (D., W. .Va.), chair-
man-of the House committee probing the case, :
asked to see ITT documents that the SEC staff |
had subpoenaed.~Casey refused, and Staggers i
threatened to subpoena the SEC. Casey agreed :
to reconsider. Then, according io later tes- |
timony, he hurriedly had the documents—34 '
cartons of them—boxed up and sent to the -
Justice -Department; beyond the House’s sub- :
poena. power..; . . ..’ SR o

CASEY LATER TOLD Congress that he sent I
the boxes at the Justice Department’s request,

but a’ former deputy attorney general, Ralph
E. Erickson, denied this in testimony before i
Congress. .z uio v gl S DU

The Vesco ‘case arose during the.1974 trial of |

former Att. Gen. John Mitchell and other |

the plagih;:isxﬁ: onan

cases, unlike the others, !
¥’s conduct while “SEC:

S R w2

~ 7 TN .
H UM

they tried: to fix an SEC case against Robert"
L.. Vesco,-the- fugitive financier. R T
... The evidence indicated that Casey.re jected
pressure to end the case, but Casey did agree !
to meet with-Vesco aides. during ‘the Repub- |
lican Party’s :national convention “in Miami |
Beach.in 1972....., - . ‘ Nrai
The SEC’s complaint

Pow LT R B b
against Vesco was not
i ov. after the election, and -
omitted- mention of a $250,000 Vesco donation
to President Nixon. Casey said this was done ,
on the advice of Stanley Sporkin, the SEC’s.
chief enforcement officer. ..+ WO
Casey, whose boyhood nickname was. ICy
clone,” has a reputation as a tough but convi-}
vial man who made a fortune in tax law and
through some 30 tax manuals with names such’
as “How to Raise Money to Make Money.” In:
his disclosure statement before becoming CIA",
director, he gave his net worth at $3.3 million

4

N

Ci OAQZVUE[)



BESIDES THE SEC job, he was undersec-
retary of state and president of the Export-
Import Bank for Nixon and President Gerald :
Ford, then practiced law. for four years before
becoming Reagan’s.campaign manager..

Friends cail him a “take-charge guy,” a
“hard worker’’ with a-knack for cutting to the
core of a problem. &= " . _ o

One man who calls Casey “a likeable guy”
says he is impatient with detail and thirsty for
action. ‘‘He gets involved in dumb situations, -
like Multiponies,..without .doing his:
homework,” the man. says.

Casey himself has said that:the-various]
lawsuits against him-are-no more: than: “nui-.
sance suits” of the sort that any .active
businessman or lawyer: must suffer.in a busy’
career. . ) . T e B e A
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William-J.. Casey
+ Sins of.commis-. -

sion and ommis-
sion, seme
experts believe.
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‘A chksier in Spy Chief’s Oﬁwe,,

To judge by his press. clippings, Ronald 4
fieagan stands as political master of all he:
surveys. - He gets <the "best notices smce
those given John F. Kennedy 20 years ago
fle’commands -therespect of Congress, in
sharp contrast to the recent history. of frac.
tious legxslatlve ‘and. "executive: dealxngs'

And;-it-is; constantly -asserted,  unlike; hls“» seemingly routine presidential request of a

~-Senate committee: Carter’s budget director,
. Thomas Bertram Lance, had encountered a
. broblem that, in the president’s. words, “has
‘placed ‘an undue financial burden on Mr.
. Lance.”
. solved,. he suggested, by modlfymg an ear-
lier ‘agreement which had provided Lance .

immediate presidential predecessors h
joys immense personal popularity.
That* last:” widely. - held.. belief - appears :
teore myth than. realityAfter completing
5ix months as presxdent .Reagan- actually .
vanks lower in"publicesteem, as measured |
by the leading polls, than'did Jlmmy C"
or atthe same point iftioffice. . .
Latest: Gallup Po findmgs show both
Heagan’s approval ar
ioss tavorable than:t}
ter after six months.’ ‘Gallup says 62 percent’
of people surveyed therr approved the. way
Carter was doing his job as president, while |,
22 percent dlsapproved For Reagan, the
mmparable figures‘now’ are 59 percent ap- |-
proving * his perfo‘ ance and 29 perce t.
disapproving. e
Not that those figures should be glven

all that much wenghtf—provmg a point by |-

citing the polls is a singular and selfnservmg
Washmgton art.- They 'have their “uses, |

though: At this presidential checkpoint; |

they indicate people have stronger feelmgs :
abhout Reagan than Carter and that opinion -k*
about;" this leader-is- more “polarized tHanj‘
was the case with the last. . = . "

" They bear two- other messages: Be wary_
of White House claims of great populanty,
and remember how sw1ftly the‘;e polls can‘

You can bet Jlm y Carter does i

e e pmiaen ¥ W

By a curious comcxdence, the Reagan ad
ministration’s first brush with'a potential ..
high-level scandal, and therefore a hlghly
visible political emlbarrassment came.. at.’
precisely the same time at which the Carter -
administration met its first crisis. How the.
Carter and Reagan White Houses handled
their respective early problems tells more.
about the strengths and weaknesses. of.
their operations than any number of polls,.

. and also offers sharper clues to the success

or failure of the present regime. - - .o
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approval ratings | bank by the end of the year:

recorded for Car- - had become the grist of front page stories

Is This the President’s MO? |

Hayneslohnson

Tt was on July 11, four years ago, when
the Bert Lance affan‘ began.with a seemi-
"ngly routine presidential. letter. makmg a

The matter could be! easily re-

could: dispose of all his stock’ Georgia:

In a matter of days that minor. problem‘

that dominated the Washmgton news for
‘the rest of the summer, and,. in the end,

 lowered . Carter’s populanty and raised

questions about his judgment.that. never.
really " ceased. By stubbornly, defiantly-
choosmg to fight an indefensible battle and
permlttmg it to drag on for weeks, ever es--
calating in intensity until it became a na-

tional cause. celebre, the Carter . White. |

House damaged itself. lrreparably Carter's

~own celebrated “Bert, 'm proud of you” re-

mark, made even as his discredited aide
was leavmg government, seemed to confirm

“thhat his presxdency placed frlendshlp y ahead.

of public interest. - &
~The contrast with the Reagan admihis-
ration’s: handling of the. matter of Max

', Hugel, the CIA’s.chief spymaster, could not
-+ be sharper:. Newspapers - carrying, banner
headlines.. with: the first .reports : about
‘-»'THugel’s tangled and embarrassing business||
* problems -were-still being sold.- when the

" White- Houseé ‘announced he was out pr,_
" zap. The surgical deed was done; =+
It’s -true the Hugel case’ dlffers from
" Lance’s in several respects; but the way the!
Reagan administration dealt with it follows
“aby now famitiar pattern. 0= L2

‘problems ard. quick o' act toeliminate
.them. In their courting of the Congress and

a8 if they studied ail the mistakes of the
‘Carter “‘White House. and. of Nixon’s too,

: perbly. .

From the beginnirg, this administration
has been keenly aler: to potential political

the press, their caretul attention to- details
of lobbying and strategy, their tight control
over their desired political timetable, their!
maintenance of focus on their principal
agerda, they have shown a deftness. and’|
competence unequaled in years. It’s almost .

and then set out to operate premsely dxf
ferently. . - .
In all “these’ they have performed su-

But theres another snde to the Hugel
case, and it raises troubling questions that|
quite possibly will persist. The prmcxpall
one is: how could such a clearly unfit per-i
son—totally so, by the record now avail- |
able—be named to such a sensitive posi-
tion, and what does that say about the
Reagan administration’s standards and va--
lues in its appointment process? '

When William Casey testified before the
Senate Select: Committee on Intelligence
about his nomination to be Reagan’s CIA
director, he spoke at length of his desire to!
end what he called the agencys “institu-
tional self-doubt” and to repair its low mo-
rale. He was determined to rebuild its pro-
fessionalism and restore public pride-in its
performance. The way to da that was to.
seek out the -best in America—the bestl
minds, the best’ expertlse——for the agency.’
“We should ask American scholars to serve
their country by sharing their scholarship
and insights with those in the community
who are responsible for preparing the an-:
“alyses used to develop foreign. pohcy and
defense strategy,” he said.~ . . 5700 {

1
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The senators were impressed. Richard G.
Lugar of Indiana, a Republican, had a
question: ~

“How are these persons going to be at-
tracted to the intelligence - communi-
ty?...On what basis do you believe you
can attract people who are really top flight
to this most critical of professions?”

Casey replied: -

“I think we have to establish a career
path and make it attractive psychologicatly,
socially, and tn every other way.”

And: S

“We have to get the input of people wh'(){
have experience and have acquired knowl--3
edge over a lifetime, or a lifetime’s worth'of |
knowledge.” to

Later, in response to'a similar line”of
questioning from Democratic Sen. Henry.
M. Jackson of Washington, he reiterated
his determination to bring in the best: 7~

“You just have to work at it and reach.
out and bring in all the talent and all the.
scholars and all the expertise and experi~,

S enceyoucan. . ., o e

Instead, to the most sensitive of profes- -

sional positions, one requiring the greatest

depth of knowledge and experience, Casey -

appointed someone whosze own words show

him to be little more than a loud-mouthed |
huckster without credentiais for the job. " .

In" what now appears to be prophetic
words, Lugar gave Casey a yentle wamning
about his future performance exactly six’
months agor

“The purpose of my asking the question
is to highlight in this hearing what I see to
be a critical problem in your effectiveness,

because I think you will have to determingé :

... what kind of style of leadership you'
personally will offer as well as what you'
will ask of your various subordinates.” . _

Lugar’s basic points apply equally to-the.,
Reagan presidency. Skillful as:the White,.
House was in trying to separate the pres—;
ident from-the CIA problems, ultimately
Ronald Reagan bears the responsibility fot
the kinds of people who set the tone for his.

- administration. Last week’s evidence. re-

flects. poorly-on some of them. .y i.~ln
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no place for

a low profile;

By Jim Klurfeld

Newsday Service \

WASHINGTON —- Front-page pub-
licity about: the resignation of thef
-Cl1A’s spy chief and his own business
ethics is not exactly what CIA direc-
tor Willtam J. Casey had in mind.

Since taking charge of the agency
siX months ago, the thrust of almost.
all his actions has been to return to
the days of the cloak and dagger.

“The difficulties of the past decade
are behind us,” Casey satd' in an in-
ternal CIA newsletter this month as-
he announced that the agency’s con-.
tacts with the public, the press and
the Congress would be sharply cur-
tailed. “The time has come for CIA to
return to its more traditional low
public profile.”

Yet last week, following publica-

tion of accusations by two stockbrok-
ers that he had used insider informa--
tion to boost the value of stock in a
company that he had headed, Maxi
Hugel, Casey's handpicked deputy/{
director of operations — the man in
charge of America’'s spies — re-
signed. _
Simultaneously came reports that a
faderal judge in New York had ruled
that Casey knowingly misled stock-
holders about a New Orleans compa-’
ny of which he was secretary and a-
member of the board. Two days later,.
it 'was revealed -that an appellate:
judge in New Orleans had harshly
criticized his management of that
company. . : :
President Reagan expressed sup-.
port for Casey after the New York
court ruling became public Tuesday,
~but a White House spokesman said
Thursday that the President had not
been aware of Casey’s legal and busi-
ness problems before appointing
him. The Senate Intelligence ‘Com..
Inittee began a preliminary inquiry
into Casey's affairs, g

Second embim‘assmei;t '

Thus the Reagan’ administration:
linds itself with a second embarrass-
ment even as it-was congratulating

. h pu .
itseil on the dispatch with which it ity a ~BiS £¥gn fORmar Hus
had handled the rirsApmmved;d?uﬂ Rel#%%‘f@mam_ re dif-’

had successfully portrayed Hugel as
Casey’s mistake, an appointment that
surprised Reagan’s inner circle at
the White House but was not over-
ruled by them. !

In fact, Hugel's-appointment was
highly controversial and was severe-
ly criticized by many in the intelli-
gence community. He had no intelli-
gence background and was being
placed .in what is regarded as-the
most sensitive of intelligence posi-
tions. And now it has been revealed
that his background was not thor-
oughly or adequately checked.

Before the latest revelations came
along .ta derail his objective of a
lower profile for the agency, Casey
had scutiled the agency press office,
cut back.on the congressional liaison
staff, ‘asked that the agency be re-
moved, entirely from the provisions
of the Freedom of Information” Act,
and was in the process of rewriting
an . executive order for President
: Reagan that would remove some of
“the restrictions. placed on the agency
in the- aftermath of the ‘mid-1970s
. intelligencescandals, = = = - )

At the same time Casey, 68, a for-
" mer 0SS officer during World War II,
has made it clear he believes that the
operations side of the agency must be
revitalized. . Government officials

familiar with foreign policy and-in-
telligence matters-say the agency is.

Agency may havea = .
careerforyou -
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Recruiting for-spies .
Change in direction for the CIA-

gearing up.to increase the: number
and scope “df:'covert operations in
such sensitive-areas as Afghanistan:
the Persian ‘Gulf, Central Amer
ard the Caribbean. . ...y 147

-Hugel’s resignation and the public-

|
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and uncpecked branch of goven-]
ment, -~ |
Casey is asking for less restriction |
and oversight,-but the Hugel case
only emphasizes the CIA's fallibility...
Even a supporter of a stronger, more:
traditional -CIA such as Sen. Daniel -
Patrick Moynihan (D, NY.), vice
chairman of the ‘intelligence panel,
said Wednesday, :“The administra.
tion must ask itself ‘how it allowed
this disaster to come about in the
first instance.” S :
Another intelligence committee
member is more concerned about the
general direction of the €'IA. s

‘The Jury - is: still ‘our on Casey,” :
(Sen‘.- Joseph” Biden: (I, Del.) “said,’
‘But some things arebecoming clear.
He much prefers to operate in the
dark than in-the light. And his in-
stinct, 1 believe, is ta limit rather
than. increase “access’-and coopera- |
tion.... Thatisa disturbing rrend.”

There is particular concern over
the executive order becanse in earli-
er drafts the administration pro-
posed easing the restrictions for Spy-
Ing on - American citizens. apd |

dropped the requiremernt that the ,’
National - Security * Council be in-

~ - ClAdirecior William J. Casey
. Scandals keep agency in public eye ' |

formed of all CIA ‘Gperations. Both, |
“were reforms designed to eliminate
-abuses uncovered in thepast. .~ ..

Biden and otﬁe"ré‘question “wh‘éthér
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sjons of covert operations and the
possibilities for abuse. The agency
was criticized by special congression-
4l committees in 1975 and 1976 for
attempted assassinations, opening
rmail of American citizens and disre-
gard of other. constitutional rights. -~

There is also concern that Casey.is
allowing political considerations 10
color the agency’s work — the exam- |
ple nften cited is the recent CIA re--
port on international terrorism that A
Casey ordered rewritten when it did..
not appear: 1o -support Secretary of-
State Alexander: M. Haig Jr.’s. claim*

that the Soviet Union was behind
most terrorism incidents., 'y We¥ 47
But there has also been praise for
Casey. With the notable exception of
Hugei, he has been applauded for his
nppointments, especially Adm. Bobby
inman as the agency’s deputy. direc-
tor, and Stanley Sporkin, a former
Securities and Exchange official, as
zeneral counsel. : N
“‘here also are many people across
the political spectrum who believe-
that an increased covert capability is
desirable; Moynihan says his. con-
corn is more tharthe agency improve
its capabilities rather than worry
about the alleged abuses of the past.

NI

The problem, Moyaihan. said, is that|
tre agency has been so demoralized|
that it has not been effective.

The chailenge for Casey will be to.
go back into the covert operations
business without getting the agency
into trouble again. Some believe that
is why Casey brought in a tough
regulator like Sporkin to be the agen-
cy’s counsel.

indeed, most observers of the CIA,
including Moynihan, believe. that
Casey i§ so interested in covert oper-
ations.himself that in essence he has.
been functioning as the deputy direc-
tor of operations (known in the agen-
cy ‘as the DDO). Hugel -was there
more as aradministrator. i 00T
* A further indication of the empha-
sis on covert operations was a recent
ad that.ran in the New York Times.
On an-outline of an eagle, it said:
“The Central Intelligence- Agency
may have a career for you.Itisnota

career for everybody. It is a career
for a few very special bright men and
women with talent, skills, self-reli-
ance, self-discipline and initiative.
who seek exciting, challenging situa-
tions that demand critical on-the-
spot decisions.” .

While the CIA has-been running
:recruiting ads for almost, two-years:
inow, this was the most obvious at-
“tempt to recruit field officers — spiesw1
— as opposed to analysts or adminis- |
1rators. ' !

FoV)

The new director is also trying to’
improve intelligence produced by
the CIA: Frequently the agency intel~
ligence reports have heen criticized’
for being too homogenized, too much®
a product of a bureaucratic process,’
and lacking in political sophistica-
tion. In a speech to the US. Chamber:
of Commerce April 2¢, in one of his;
few public appearances, Casey out-:
lined his approach. He said that:
while the intelligence community’
had great ability to collect data, there
was a need to improve the analysis of
the data.’ L. ‘

“Technical‘collection’ is of little
help in the most important and diffi- |
cult problem of all — political inten-
tions. This is where clandestine
human intelligence can make a dif-
ference,” Casey said in'a direct refer-
ence to the need for more spies. “We
need to resist the bureaucratic urge
for consensus. We con’t need ana-
lysts spending their time finding a
middle ground or weasel words to
conceal disagreement.™ -7 - in

Casey ts encouragirg direct dissent
in intelligence*papers. He has also
begun a major-experiment by inte-
grating functional bureaus. Instead
of having separate cffices on South
American economnies and politics, for
instance, the politicel and economic |
analysts in & particular zeographic
area will work together,

Whatever: the ‘improvements, -
however, the question now is wheth-
er Casey can survive his choice of
Hugel, the record: of his business’
entanglements and the opposition of :
those who disagree about the direc-
tion in which he is leading the CIA.

PR IR
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“To his friends, Max C."Hugef was
shrewd and brash enough to be a Cenw
© tral Intelligence Agency spymaster,

_ but tohis critics he was meant to self- -

: destruct. Last weekhe did. -+~ ~
. - -Two former business.associates ac.

 cused him of fraud: ent: securities | turned in his cloak while insisting in

D T NSRS -

EKIN RE

-+ Post published a partia; transcript of °

‘Mr. Hugel, chi=? of the agency’s clan. -

" “sures of two court rulings that raised ;

_ gation just before Mr. Hugel’s teok of-3;

- that- he -possessed *“‘an impeccable .,

" and-the "Hugel “appointment. (The -

VIEW

I e

! transactions in the mid-1970’s, while

: he was managing an electronics Dusi-
ness and they were Tunning a broker-

jageftrm. - - . .

.i"- Among ather things, MrHugel was

t said to have leaked coniidentia] *in. !
f_sideﬁ"_information. The Washingten .!

f‘tecorded conversations that seemed -
to support many of their contenticns, .

destine operations section, promptly -

- hig~letter ‘of- resignation- that- the:
charges were-*unfounded, unproven H
anduntrue’” L ta R
" Then William J. Casey, the Direc. |
tor of Central Intelligence and Mr

1

' Hugel's patron, faced revived disclows

Guestions abcut the propriety of his.:
 private-sectordealings.- - . - N
*~ Each roling stemmed from civil &
" litigation- involving a 'New Orleans :
agribusiness that went bust in 1971 In

" une decision, a Federal appeals court:
said that Mr. Casey, a former head of -
" the Securides and Exchangs Come -
mission,. and.-other directors had B
driven the-. company “deeper and -!
deeper into-debt™ by ruwnning it in a
. “patternof self-intarest_** o
‘The White House declared that it |
" was” behind “Mr. Casey, President
Reagan’s national cammpaign director-
last year. It pleaded ignorance of the

. charges against Mr. Hugel. So did the-
. C.I.A., despite its “thorough”’ investi...

fice; the investigation had conciuded

reputation.’; Meanwhile, the Senate g
Intelligenca Committee annoumced jt- 7

would- conduct-its own. inquiry into-;
“both. Mr Casey’s business venturs

C.LA.’s troubles may not be ail past,:.
paged.): N Lt

=0 Ersa
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Reagan’s Nemesis Now . . .

"i'Te potential nemesis of the Reagfm
edministration showed its face last week

amid a series of disconnected events in- -

volving taxes, corporata mergers and the.
Central Intelligence Agency.

The president’s Achilles’ heel is a re-
spect for private weslth so ingenuocus as
to promote inequities in public policy and
sleaziress among government officials,

Glimmers of the danger are all that
have surfaced so: far. So;. if .the presi-
dent nsserts discipline and. reverts to

" the -true faith -of " conservatism, ‘the -
whiff of trouble does not have to blight |
. the good start that hes been made in

the administration’s first'six months.
The inaugurgtiion ceremonies, - back

- in January, gave warning of the poten- -

tial trouble. The ostentatious show of
limousines and jewels and furs and.
haute couture sdvertised the presi-

made big money recently—the mas-
- Ecoromic policy has’ subsequently R

been shaped to reflect their interests, |
'The tax bill now going through Con- -

-gress is notable for favors to ths rich.
‘In large part because of the. presi-

dent’s- own personal influence, estate
and gift taxes are being reduced al-
most to nothingness. The administra-
tion’s bill favors an across-the-board

" reduction in income taxes that inevi-

tably saves mors money for those who -
have than for those who haven’t: «:-
Propesed. reductions in government -

*spending go the other way. While some _
cuts in subsidies to the rich have been. .
- proposed, the burden will-fall on those- .
who- depend- most on: welfare, . subsi-+
‘dized medicak-cars;: government: hous--
“ing and. government. jobs—that is to

Pl A

Business activity has also been

- deeply affected by the administra-
tion’s love affair with the haves. The
big action now centers around a wave

- of mergers and proposed mergers, -
- The main actors are energy compa--<
; nies; Texaco and Mobil, for instance,

have sach raised war chests of around

33 billion to buy Conoco, which is also.
. .the subject of rival takeover bids from

-Du.Pont, a major.chemical concern,
“and Seagrams, the big liquor distribu.
tor: The boldness of the oil com panies
shows that they no longer feel it nec-

essary 'to poor-mouth in order to -
' avoid taxes on swollen profits.

" As to the consequences, ‘many of

- the proposed mergers—but especially

a takeover of one big oil company by’
. arother—would increase concentra- |
“tion in an industry not notable for
dent’s affinity for' those who had

competitive pricing. The ability of the
‘big companies to borrow) moreovar,

* ’shows the way monetary policy is

‘working. Prime interest rates of
around 20 percent may discourage in-
dividual buyers of homes and cars,
But the richest companies can afford
to borrow. They drive the rates up
even fulllier in ways that mrke life
harder for sectors of the ELONOMYy-—-
notably autos, housing and local gov-
ernment—that are sengitive to inter-

_est charges, . :

~ Insensitivity by officials works to
maXe such inequities even more pain-
fub Still, the Reagan administration,
for all its moralistic talk, shows con-
-siderable capacity to shrug shoulders
,when it comes to the pressing of ad-

“vantages by the powerful. The Justice »
~Department has ‘positively “encour-
~aged big- companies to ‘go "heyond
-.-what were formerly considered anti-

A G A m

. higher. And now comes the case of

by the kin of wheeling and dealing
-, the president admires. Ho was ro.

 director_another husiness_operatar,

- to resign. Casey hirself ia invalved in.

trust limits. The Treasury has not
raised an eysbrow to discourags flush.
companies from driving interest rates |
William Casey, the director of the
Central Intelligenca Agency.

Mr, Casey is a shrewd lawvyer and

Wall Sirest operator who made a pile
e kind

watded with_the CTA job, He disre-
garded the advice of the intelligence
professionals to take on as a deputy

Max Hugel. The disclosure of some
dubious operations has forced Hugel

some transactions not exactly favora-

.-ble to the leader of 2n agency that al-

otheragencies, = .. <

‘sorted breaches of fair play and good

-and grow and grow, to be sure, the
- Reagan

- have correetive forces at its disposal.

- chiefly - government’s - ability  to

e et ,GIMI.WMM’S‘MVWJ O ’

ready suffers from low morale and a
bad reputation with Congress and

Even taken. altogethe}‘,-fthese' ag-

taste amount to-a cloud no bigger !
than a man’s hand. I allowed to grow !

cloud could eclipse the sun. But the
administration;: " as an
avowedly conservative regime, should

True conservative doctrine favors a
just social order, and questions

achieve that ideal. I: does not li\cense’
giving advantages to the rich and the

- powerful at the expense of the poor ;

and the humble. So-to- baffle its 5{

- nemesis, - what - the- administration
- mainly needs i3 the will to cleanse it-
_ self of the commercial greed that haaAI
“*80 oftenin thie past besmirched con-

servatism in America.
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To judge by his press clippings, Ronaid |
Beagan stands as political master of all he |
surveys. He gets the best notices since |
those given John F. Kennedy 20 years ago. |
He commands the respect of Congress, in |
sharp contrast to the recent history of frac-
tious legislative and executive dealings.
And, it is constantly -asserted, unlike his
immediate presidential predecessors he en-
joys immense personal popularity. )

That last widely held  belief appears
more myth than reality. After completing
six months as president; Reagan actually
ranks lower in public esteem, as measured
by the leading polls,.than did Jimmy Car-
ter at the same point in office. . '

Latest Gallup Poll findings show both
Reagan’s approval and disapproval ratings |.
less favorable than those recorded for Car-
ter after six months. Gallup says 62 percent
of people surveyed them approved the way
Carter was doing his job as president, while | .
22 percent disapproved. For Heagan, the
comparable figures now are 59 percent ap-
proving his performance and 29 percent,
disapproving. \ , |

Not that those figures should be givenl
all that muchs weight—proving a point by |
citing the polls is a singular and self-serving -
Washington- art. They have their uses, |
though. At this presidential checkpoint,
they indicate people have stronger feelings
about Reagan than Carter and that opinion
about this leader is more polarized than '
was the case with the last. o

~ They bear two other messages: Be wary =
~d

of White House claims of great popularity,

and remember how swiftly these polls can

change. : ‘ a
You can bet Jimmy Carter does.

—L

By a curious coincidence, the Reagan ad-

ministration’s first brush with a potential
high-level scandal, and therefore a highly

visible political embarrassment, came at*

precigely the same time at which the Carter -
administration met its first crisis,. How the
Carter and Reagan White Houses handled
their respective early problems tells more
about the strengths and weaknesses of
their operations than any number of polls,
. and also offers sharper clues to the success
or failure of the present regime. =

1 App/r)bvz}chy' Release 2
‘A Huckster in Spy Chief:{
Is This the President’s MO? .

THE WASHINGTON POST
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HaynesJohnson

It was on July 11, four years ago, when)|
the Bert Lance affair began with a seemi-
ngly routine presidential letter making a
seemingly routine presidential request of a
Senate committee, Carter’s budget director,
Thomas-Bertram Lance, had encountered a
problem that, in the president’s words, “has
placed an undue financial burden on Mr.

. Lance” The matter could be| easily re-
solved, he suggested, by modifying an ear-
lier agreement which had provided Lance
could dispose of all his stock in a Georgia
bank by the end of the year. ,

In a matter of days that minor problem
had become the grist of front page stories
that dominated the Washington news for
the rest of the summer, and, in the end,

. lowered . Carter’s popularity and raised
questions about his judgment that never
really ceased. By stubbornly, .defiantly
choosing to fight an indefensible battle and
permitting it to drag on for weeks, ever es-
calating in intensity until it became a na-

: ‘p'_erbly. '

tional cause celebre, the Carter White
House damaged itself irreparably. Carter’s
own celebrated “Bert, 'm proud of you” re-
mark, made even as his discredited aide
was leaving government, seemed to confirm|
that his presidency placed friendship _aheadw
of public interest. ' c
«The contrast with the Reagan adminis-|
ration's handling of the matter of Max
Hugel, the CIA’s chief spymaster, could not

be sharper. Newspapers carrying banner
_ headlines with the first reports about|

Hugel’s tangled and embarrassing business||

problems were still being sold when the

White House announced he was out. Zip,

zap. The surgical deed was done.

It’s -true the Hugel case:differs from

" Lance’s in several respects, but the way the
" Reagan administration dealt with it follows
" ‘a-by now familiar pattern. ’ :

From the beginning, this administration
has been keenly alert to potential political

‘problems and quick to act to eliminate -
.them. In their courting of the Congress and :

the press, their careful attention to details
of lobbying and strategy, their tight control
over their desired political timetable, their"
maintenance of focus on their principal

agenda, they have shown a deftness and '
competence unequaled in years. It’s almost ;

.as if they studied all the mistakes of the
"Carter  White House, and of Nixon’s too, .

and then set out to operate precisely dif-]
ferently. . . co
In all. these they have performed: su-

: il
But there’s another side to the Hugel%
case, and it raises troubling questions that
quite possibly will persist. The. principal!
one is: how could such a clearly unfit per-:
son—totally so, by the record now avail-
able—be named to such a sensitive posi-
tion, and what does that say about the:
Reagan administration’s standards and va- -
lues in its appointment process? i
. [ : -

When William Casey testified before the .
Senate Select Committee on Intelligence :
about his nomination to be Reagan’s CIA !
director, he spoke at length of his desire to
end what he called the agency’s “institu- |
tional self-doubt” and to repair its low mo-
rale. He was determined to rebuild its pro-
fessionalism and restere public pride in its.
performance. The way to do that was to |
seek out the best in America—the best.
minds, the best expertise—for the agency.’
“We should ask American scholars to serve
their country by sharing their scholarship
and insights with those in the community !
who are responsible for preparing the an-
alyses used to develop foreign - policy a’nd};

defenge strategy,” he said.
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The senators were impressed. Richard G.
[ugar of Indiana, a Republican, had a
question:

“How 4re these persons going to be at-
tracted to the intelligence ~communi- |
ty?...On what basis do you believe you !
can attract people who are really top flight
to this mast critical of professions?”

Casey replied:

] think we have to establish a career .

path and make it attractive psychologically,
_ socially, and in every other way.”
" And: - Lo
“We have to get the input of people who«
have experience and have acquired knovﬂvl}i‘
edge over a lifetime, or a lifetime’s worth af';
knowledge.” o
Later, in response to a similar line”of
questioning from Democratic Sen. Henry.
M. Jackson of Washington, he reiterated
his determination to bring in the best: [~
“You just have to work at it and reach’
out and bring in all the talent and all the,

scholars and all the expertise and expert-,
. ence you can.” o R

: CIA-RDP91-00901R000400180003-5

Instead, to the most sensitive of profes- :
sional positions, one requiring the greates:
depth of knowledge and experience, Casev -
appointed someone whose own words show !
him to be little more than a loud-mouthec,
huckster without credentials for the job.« . v

In what now appears to be prophetic
words, Lugar gave Casey a gentle warning”
about his future performance exactly sir™
months agor - f

“The purpose of my asking the question
is to highlight in this hearing what I see to
be a critical problem in your effectiveness,
because I think you will have to determine
...what kind of style of leadership you'
personally will offer as well as what you |
will ask of your various subordinates.” . .

Lugar’s basic points apply equally to the
Reagan presidency. Skillful as:-the Whits.!
House was in trying to separate the pres-
ident from the CIA problems, ultimately
Ronald Reagan bears the responsibility for,
the kinds of people who set the tone for his

. administration. Last week’s evidence re-

flects poorly on some of them. SR NG

Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180003-5



* dppe
_.!".%7!:_1;."-4__4_

BY JOSEPH YOLZ

NCE AGAIN, it may be time for |
a broom at the top-of the
Tt Cantral Intelligence Agency.
The often-embattled spy corps has
had its worst week since a Senate panel
revealed six years ago that the agency
planned to kill Cuban President Fidel
Castro and other world leaders..-.~= -
But the problem now is not what|
CIA Director William Casey-has dons}
since becoming top spy last January,
but what he and his recently dispatch-
ed covert operations chlef, Max Hugel,
waere doing in the business world. be-
fora they joined the agency. -~ - -~
"Once again, the ethics of. the na-
tion's top sples is under-scrutiny. -
Huzel was forced to guit when The
Yashington Post—not the CIA’s Oifice]

0% Security—uncovered a tangled tale
of alleged stock manipulation in the
mid-1870s designed to boost the worth
ol his company, Brother International.
Corp.. : © e A

But hardly had Hugel,» a brash
amateur and the most unpopular head
of covert operations since the agency
was formed in 1547, been pushed out
the door before Casey's own business
dealings came into question. A now-
defunct farming venture, Multiponles
Inc,, in which he Invested; has been the
subject of a civil suit for years.

So far, President Reagan says he!
nias “full confidence” in the brusque
Casey who was his campaign chlef last
year. - o T
But Casey does not have the “iull

dan JATLY

19 July 1981

confidence” of his clandestine opera-|
tives. The undercover crowd, expected
to be more and more active. in such

i et <

LT N
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flashpoints as Afghanistan, El Salva-
dor and Guatamala, is appalled that
Casey picked an amateur, Hugel, to run
the sensitive covert division.

Casey, in his first months as dire-
ctor, has tried to shut down tha CIA
public affairs office and maks the
.Bgency exempt from the Freedom of
Information Act, to the anger of civil
libertarians who-argue that such secre-
ty got the CIAin trouble before and
could prevent future Hugels from
being rooted out.— - -

. Sen. Daniel P." Moynihan ¢(D-N.Y.),
commitiee vice chairman, wants a full
report on how the papers could find
out things about Hugel that eluded the
CIA’s probers. -~ .

- -The betting here is that, regardless-
of President Reagan’z -“full -conii-
dence,” Casey will be out by year’s end,
to replaced by a professional who

The ClA's La}sey:»Too high a profils ’
keeps a low profile and does not panic !
In erisis—sompone like Admiral Bobby. !
R. Inman, deputy-CIA director, or|

- Frank Carluccj, the former deputy who.|

: Is now deputy defense secretary. - }

Joseph - Volz éovers "national aﬁain*'i :
Jrom The News’ Washington bureas. ]
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.~ H is,Jobr,.,‘Eending,Reviews

- STIR OLD G(NGERNS—

Dxrector Casey L:kely to Keep_

but Moraiels Harmed

’ WASHINGTON July: 18— Th rwg—
- nahon of the Central Intelligence Agen-

cy’s chief of clandestine operations and
a Senate committee review of the agen--

cy’'s .- Director,;» William:i- J.w- Casey,.

. threaten to set back the Reagan Admin-
istration’s effort'to restore the morale
and effectiveness of the agency; accord-
ing to: Congressional::and mtelhgence_
community officials: s serisa by e

- Senates Republicans and.! Democrats

" sajd today. that Mr.. Casey. was unlikely | -

to be askedito resign unless reviews of
“Mr..; Casey’s:+ financial ;, transactions
' bemg conducted by the White House and
theSenate Select Committee on Intelli-
gence should develap new or more dam-
aging information... .. ; :
. But Adrmmstratmrr ofﬂcials ex-

o =Ry

-, pressed. concern. whether . this, week’s.

“developments, mchuliﬁgtheresignancm
‘of Max C. Hugel, director of C.LA. cov-’
ert operations, might undermine the
confidence of foreign governments in
the competence and professionalism of
; heAmericanmtemgce community

lntarrupts Seurcn ror Stability
~ Intelligenca officials and others who

watch the community expressed con-

cem that the Hugel.Casey affair would
unsettle the- C.LA.,- which has been
trying to return to stability after a dec-
ade of crises and turmoil.: & 5 e vy
Administration and Congrasxonar of-
ficials cite mm other 'ble effects c)f
‘the isodess ji-2 ;v i
‘ & Reagan Admmistmt:lon ] eh’or-t

to vdn support for greater. flexibility for |: Mr Casey, just as they had against Max -

the' agency; its exemption frora report<
*ing and disclosure policies, and greater
protecticn for its otﬂdals could be con--
plicated: <y ez
‘lQuutions are likely tobe

about Mr: Casey’s judgment on issues
both of ‘parscnnel and substance, and
about what a anetime senior iznelligence :
official called his overly “romantic”

viewoltheagencyand"noatal "for‘v.:

bygoneera. -+i5

" 'GTensions are Ilkely to rlse between
the Senata Intelligence Committee and
the agency over evaluaticns of the qual.

- ityof C.I.A. analyses and the umellnau

NEW YORK TINMES
or Release 200§/g 1428  GIAsRDP91-00901R000400180903-5

LA CHIBP' WOES |

. assassinate foreign leaders, spying on

" Hugel-Casey alfair had "adversely af-

. to Xey intelligence posts, hardly builds

- “‘deeperand deeper into debt*” or that he

I - l'.' ’ phcated by the commiittee’s overwhelm. -

| a popular successor, sboulth Casey‘.

‘of agency reporting; .. a

:.'",’."‘.'3-;?-.?.7-' Rt

STAT

Agency Shaken by Disclesures

The agency was shaken deeply by dis-
closures in the mid-1970’s of efforts to

Americans, and other improper or ques-
‘tionableactivities. -

At his confirmaticn heanngs, Mr.
Casey asked Congress to remove re-
straints, increase funding, and help him
reverse what he has called thg agency
“*ingtitutional self-doubt.””

Adm. Bobby R. Inman, the Deputy Di-
rectorof Central Intelligence, exprassed
concern yesterday at a closed commit-
tee hearing that the present controversy
might delay-action on such issues as
granting the agencyan exemption from.
the Freedom of Inlformation Act. It is
“‘essential,’”’- he authorized committee
otficials to say, *‘that the senators trust
us.and have faith in the oversight sys.:
tem’” so'the House and. Senata Intelli-
gence Committess can act as "surro-
gat& for the public.”:-+** '~ o

+ A Democratic Senator on the commxt—
tee ‘who said-that he supported the
agency's request for relief from provi-
sions of the disclosure act, said that the

fected’” confidence in the agency 3 abﬂ-

xtyto conduct itself properiy.:i 1y iy
‘“Thiskind of, rank " amateunsm
where non-professionals are- appomted !

confidence,” said the: Democrat, who
asked that his identity not be dxsclosed

» “*Casey’s selection of a shady charac-
ter'to run the clandestine service and
the allegations about his own financial
dealings. overshadow the C.I.A.’s con--
tention that things like the Freedom of.
Information Act, or books by former .
agents that contain To classified infor-
mation, are causing allies to refuse to'
cooperate with the C.ILA.,”? ‘argued-.
Mark Lynch, a lawyer for the Amencan
Civil Liberties Union. :

Few of the officials mtemewed saxd
they believed that Mr. Casey’s job had-
been jeopardized by a judge’s" com-~
ments that he had helped drive Multi~
ponics Inc., an agriculture-business con- -
cern - that™ went © bankrupt in- 1871,

had knowxngly xms!ed mvators m the
company & Vi
Cne former mtelligence ofﬁc:al hcw- .
ever, reported that some in the intelli- -
gence community-had turned against -

Hugel,” and now wanted Mr. Casey re~
moved as well. :
- Inaddition, Mr Casey’sstamsxs com-»

irg support for and faith in Mr. Inman, .

the deputy whom Senate committes "
chaitman Barry Goldwater almost in- -
sisted that Mr. Casey hire. Mr. Inman, a .
four-star admiral and former director of .
the National Security Agency, would be.’
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- Allegations Imperil Nomination of Fnvoy,

By Patrick E. Tyler
and Lou Cannon -
Wwashington Post Stalt Writers - -

The nomination- of ; President
Heagan's choice for ambassador to
{+2land, New Jersey insurance exec-
viive William E. McCann, i3 in se-
rious trouble because: of-allegations:
of imoroper business. practices. and'
big close ties with a-convicted stock '
fraud and insurance swindler.~

/IcCann, the second-largest mnd
raiser in New Jersey for the -Reagan
campaign, was sponsored : for the.
post by William J. Casey, now the
CJA director, and Reagan national
tinance chairman Daniel. Terra, oW
an  assistant secretary “of state.
Reagan introduced McCann as his:
dlesignated ambassador at a lunch at
. .the Irish Embassy on St.. Patnck’

X Day ‘

But the nomination has noi made
it back to the White House; it has 1
bLeen held up for four months by the |
State Department,- longer than any
other Reagan appointment.

The apparent reason for the delay
in McCann’s case is that State De-+
partment security officials have been A
unable to complete the background
report Normally, the 3ecunty check
takes four to six weeks, . -

“] think the reason it has taken so
long is that they re trying to verify.
or run down' the allegations,” said
White- House: personnel " director E.-
Pendleton James. “I “would hope
they’re doing that.” ..

Other high White House ofﬁma]s
confirmed that the investigation into;.
McCann’s past was the reason for|
the delay. At the Senate Foreign Re-¢
lations Commlt'oeth-one stajfer gaid'
that the.long .delay *in receiving
MecCann’s nomination “has become a.
touchy subject around here.”_ ", H

It is also a touchy Sllb]&(‘t at the:
White House, which under its pro-i
cedures cannot. even submit 8 formal
statement to the Senate that it. 1n-;'

: entrepreneur who has been con-‘

to Ireland

tends to nominate McCann until it
receives a security approval from the

State Department. But McCann has |

been behaving very much. like an.
ambassador, attending . functions- at
the Irish: Embassy, including one
this week where Loyal Davis, father-
of First Lady Nancy Reagan, re-.
ceived an honorary fellowship from
Iretand’s Royal College of Surgeons.
McCann served as national chair-
man of the Reagan-Bush Pioneers, a.|
fund-raising group. With the backmg~I
of Casey and Terra, he won out as
nominee- for - the : ambassadorship-
over two other formidable. candi-
‘dates, onesponsored by premier:
New Jersey fund-raiser Raymond J.
Donovan, who was so highly re-:
garded by Reagan he was appointed-
“secretary of labor. The other candi-
date was backed by Sen. Mark O.
‘Hatfield (R-Ore)) plus a number of:
longtime westerri Reagan supporters. - |
McCann’s problems are twofold. |
First, his. firm, Foundation Life In-!
surance Co. of "Chatham, N.J. is!
under investigation by New York!
state insurance officials for allegedly’
Tsellmg insurance without a license to
‘a New York local of the Teamsters;
umon ' |
Secondly, - questxons have. beem
ralsed about McCann’s close’ busx-l‘
rnes..s relationship over a decade thh‘
Louis C. Ostrer, a former. msurancex-

tvicted of stock fraud, embezzlement,!
ngrand larceny and income tax eva-i
‘sion. He is alleged to have high la-i
.bor- organized. crime - contacts; in-
“cluding New " York reputed’ labor
rackeltleer Johnny (Johnny Dlo) Duo~

ar ~

A New  York: insurance ofﬁclal
saxd yesterday that ‘McCann has re-" l
“fused to testify on allegationsthat l
his company sold insurance through |
~a front company to Tea.msters Local 1
918in Brooklyn. . !

—

McCann was unavailable for com-
"ment yesterday, but he has stead-
fastly denied any wrongdoing. <. .

_ments.

,CIA clandestine- service chief Maxi

‘was accused of improper or illegal

.ter to the presudent

“in raising funds for the campalgn

"in the Reagan camp with carrying |

..are preparing to sunpoena McCann .
‘and other  representatives of his
‘company to force them-to produce
‘records and testimoay. If eventually

30 to 40 percent of his company S in-. A

Untit recently, the White House

hasn’t paid- too ‘much - attention to :

the delay, partly. because of the
backlog of ambassadonal appoint--

. But concern rose in some quarters i
‘after the embarrassing resignation of

Hugel earlier this week. Hugel, who

stock practices, was the personal
‘choice of CIA Director Casey, who
had strongly defended him in a lel:-

Casey’s tole in the McCann ap-
pointment is less clear, but Reagan
ofticials who worked with McCann 3

said yesterday that. the- original sug-1
gestion for “his appointment came '’
fmm Casey. One of these officials |
gaid that Casey “strongly pushed”’
the appointment; another said that
Casey only made the suggestlon as
he did with many fund-raisers, and
that the push had come from Terra.
In interviews .in- recent months,
McCann has’ characterized Casey as
a close fnend and hxs chlef benefac-
tor. - LR *J
McCann Was descnbed by some-~§
one whosknew him well in the cam-
paign as<“a person-always wxllmg to 1
help and' a- terrific fund-raiser.” In %

any administration it is'not unusual
for such fund-raisers to be rewarded
with ambassadorships.”” - ‘
What is unusual ir this case is 1
that . McCann - ‘prevailed over - the
choice of Donovan, who is credited

the state. .
- New York insurance mvestlgators '

confirmed by the Senate, this could ',
put McCann in the position of hav-
ing to avoid diplomatic functlons m‘

New York to avoid a subpoena.- - =7,

McCannr has acknowledged that

surance . business . was " delivered ™
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out scaring up husiness” for Foun-
dation Life. In a confidential inter-
view with Senate investigators in
1972, McCann reportedly put Os-
vrer’s involvement in providing his
company’s business at 40 to 50 per-
cent.

In early June, Ostrer; who was al-'
ready imprisoned, was mdxcted along
with organized crime leaders Antho-
ny (Joe Batters)- Accardo of Chicago
and Santo Trafficante of Miami in
an alleged insurance swindle involv-
ing the welfare and benefit plans of
the Laborers International Union.

Last year, Ostrer-was found guilty

of embezzling $1.2 millionr from the -

J Srooklyn "Peamstersilocal to- which -

he and McCann’s company were sel- .

ling life insurance pohcxes. ;

Ostrer: s servingia .term at. the
foderal penitentiarys In* Danbury,
Conn. The details of the Ostrer-

McCann dealings -were first made- -
public: by ‘Newhotse News _ .:ervme-_:.f

reporter Robert Cohen.:

Since his relatlonshxpl w1th OStrer -
first -surfaced 'inthe criminal pro-:

ceedings  against: Qstrer last year,
"McCann has attempted: to put dis~
tance between hig own dealings, the
operations of his company and Os-
trer. -

“Mr. Ostrer was not durmg the
period of my affiliation with Foun-
dation an agent: of Foundation nor

E¥

was he authorized to act on behalf of -

Foundation in any:: way...,”
McCann testifed last year.

But a review of hundreds of pages
of testimony given by: McCann at
Ostrer’s 1980 trial in New York and
investigative reports prepared by the
Senate Permanent Subcommittee on
Investigations shows that: | )

s QOstrer was a close associate of
McCann. They held regular business -
meetings from 1968 t0:1976 and Os-
trer owned 100,000 shares of Foun-
dation’s stock. Ostrer and McCann
made joint -presentations .to uniow
officials to obtain new business, and {
used. each. other’s offices to hold

o Since Ostrer’s hcense to sell in-
surance had been rgvoked in most
jurisdictions;~he worked through a
fim called Modern. "Agency Inc,
nominally owned by Ostrer’s sister;
Dina Gelman, but controlled by Os-
trer. McCann testified in the 1980 |
trial-that his company paid “in ex-
cess-of $1 million” in commissions to |
Modern  Agency for' insurance. pol-
icies with a face value totaling $150
million to’ $200 million" and placed

{

with Foundation Life. Approved F

“surance schemes beginning in: 1972

. that normal commission:¢dsts should

~ plans before it published its highly.

association, Ostrer engaged in a pat- |
tern of fraudulent practlces that
reaped millions of dollars in. illegal
profits from the pension and welfare
funds of various- unions. McCann,
unwittingly, he rmaintains, acted as
the underwriter of much of this busi-
ness.’

In a presentation to the directors
of one Miami-based union local, Os-
trer assured the union officials of the
strength of his relationship ‘to
McCann’s  company hy  saying:
“When we tell them to 8---, they
squat. We tell them what claims we
want them to pay,” according to the
minutes of the meeting obtalned byl
Senate investigators, :

The subcommittee conducted an’
extensive investigation of Ostrer’s in-

and the probe led up to highly crit-
ical reports published in 1976 and
1977. McCann was interviewed for
these studies.

Starting about - 1970 wnth Team- -

.sters Locali 295 in New York, Ostrer -

was the architect of “ severance hfe

insurance” plang: thab parIayed tne
growth of severance: pay, benefits in-
union contracts into: mthmllhon-
dollar insurance business;y-. - .
Bascially, . the pians called “for
using the new severance pay funds
won by the unions in labor negoti-
ations with management to buy life
Insurance policies for-union;mem-
bers. But the Senate.study ‘found
that., under Ostrer’s plan, comrms-
sions and administrative feesZweres
structured “more to benefit thé cres
ator. of the system—Louis C.§Os<
trer—and his assomates .than ithe
workers.” ‘
One GAO study of the
severance .pay - planwshow d- that
commissions. charged: ia
rates as: opposed’ to’ grou; ratesl,led
to the payment of $800,000 i com-
missions for policies written or'};400"
workers.. The GAQ study toncluded.

e i

have been about $10,000.;

The - Senate *study - called;
commxssxons “unconscionable®.
subcommittee mvestlgated ‘Ostrer’s.
role in the sale of 12 union msurance

critical report. Four -of- ‘the ‘plans
were underwritten by McCanu‘s
" Foundation Life.. : =

: ered- Ostrer a “consultant” £6- Med- J

* maintained" that - he did not read:.they
- ownership-~of-« Modeérn- Agencysin

. 1976, and he disputes the nndmgs. ‘of
; tho*;e reports. 2

MecCann  told Nswhause t‘*ﬂt ha Had

. had some’ dlscxplmary action : taken
- by the Insurance Department of, the

_ porter; who.als¢ inquired. whether:

had;f hcense to do busmessrm, Newv

ny- lasb year, Ostrer, inc consultatlon
" witheMcCann; arranged: to -set” up a

legatmn “and was- quoted in a,New
'+ Jersey newspaper.as. saying, ] was.

‘somsthing about that;:’ hur I neven
- knewto&m clrabout't Py

"z next to the Modern Agency off' ice in”
suburban New Jersey:t 0 oo

01R00040Q1800034% license to sell in-!

surance in New York in 1967 after]
he was convicted of stealing as much
a3 $£.2 million from Canada Life in-"
surance Co. But QOstrer personally -
set up the insurance plans with |
Youndation Life snd garnered” most .
of the commissicas earned in--the-
name. of two ageats of record; Cy,
Reeves Snyder and Robert Kincel,
according to their tesmmony m fed-
eral court last year. e E

Those agents  worked . through'
Modern Avency, controlled by Os-4
trer through:  his sistes:-:“Médern
Agency was ‘a substantial - producer
for the-. company-- [Fouridation],”
McCann told the Newhouse, reporL—J

c o
er. .. T = Aoy

\/IcCann has saxd‘ that he’consids:

ern: Ageney: and-was.not aware ‘that
the agency was owned in the name
of Ostrer’s sister. McCann hag also!]

Senate-reports- that spelled -out the:

- run l\—..-i'u,a

e Ostrer Y reputat:on,

" Asg., for:

no reason to .question Ostrer’s’ back-

"round “because-“se had no offi cxal
capacity with Fouadation Life? 7

huze 37
g ‘R"AX 'y

‘I was; underthe xmpreasmn “he

B I

state of New.York, but:I'can’t recall
when T knew. he had his license | Ted
.voked,” hes told. the. New- Jersey re- J

McCann. had known. of Ostrer's 1973
stock . fraud. convietion:=4f, heard:

RANE R
DR LR A

) A!(T\')ﬂ
BstrorHelped set up" %.A

¥ 5jdeai“to sell lif-insurance with'a- face !
. vaiue of about $:0:million-to.Peam- -
:-~ gfery’ ‘Ldcal 918:in New:York. None

-of. the . insurance “agents: ‘affiliated

with- Modern Agency or Foundation:

bogus» braneh.office:-of -the “union

- Mc€Cannr reportedly “deniesthis al-'.

-not:aware of Tiocal 918 . being: Iocated
‘in: Brooldynr until the case bm‘k&

‘1'41~4'g!t
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SUBJECT Questionable Dealings of CIA Leaders

MARTIN AéRONSKY: Hugh, the CIA leaders, Central Intel-
1igence Agency leaders, haven't been acting very intetligently.
Max Hugel, who was, in effect, the spymaster In charge 0% .«

HUGH SIDEY: Hugel [pronunciafion].

AGRONSKY: Hugel. Hugel.

SIDEY: I'm told that he was told Hugel +ill h= made
+this first million, and Then he changed it to Hugel.

AGRONSKY: All right. Let's lef it be Hugel. In any
case, he's out of a job and he may need the million. He's been
dropped immediately, resigned. Obviously, they told him To get
out or we'll throw you out.

But that leaves the Director of the CIA, Mr. (assey,
apparently in very ser jous trouble. Two court cases have been
raised questioning his own activities when he was a director of
a corporation called Mul+tiponics. And one of the court criti-
cisms, a federal judge held that Casey and other Multipcnics
officers and directors had knowingly misled potential irvestors.
Mr. Casey denies this, says he was only a director. But actu-
ally the fact is he was not only a director, he was also cor-
porate secretary and legal counsel.

well, the question is, is he going to follow #r. Hugel, -
or Mr. Hugel? What do you think?

HUGH SIDEY: Well, several observations on tThis, MarTin;
Number one, | would contrast the way Mr. Hugel was handled com-
pared to the old Bert Lance episode. | think the severance of

———————~Approved-For-Retease2005/11728 = CIA- -00907R000400180003.5 _
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By Patrick E. Tyler
and Lou Cannon
Washington Post Stafl Writers
The nomination- of President
Reagan’s choice for ambassador to
Ireland, New Jersey insurance exec-
utive William B. McCann, is in se-
rious trouble because -of- allegations'
of improper business. practices and
his close ties with a‘convicted stock
fraud and insurance swindler. ©
McCann, the second-largest fund-
raiser in. New Jersey: for the -Reagan
campaign, was -sponsored . for the:
post by William J.'Casey, now the-
CIA director, and-Reagan national
finance chairman Damel Term, now

an  assistant secretary of state.
Reagan introduced McCann as his
designated ambassador at a lunch at
the Irish Embassy on St. Patrick’s
" Day.

But the nomination has not, made.
it back to the White House; it has~
been held up for four months by the
State Department; longer than any
other Reagan appointment. -

The apparent reason for the delay
" in McCann’s case is that State De--

partment security officials have been

unable to complete the background

report. Nox,'mally, the security check
" takes four to six weeks. :

“I think the reason it has taken so
long is that they’re trying to verify
or run down the allegations,” said
White House personnel director E."
Pendleton James. “I” would hope
they'rs doing that.” . - -

Other high White House <otﬁc1als
confirmed that the investigation inte:
McCann’s past was the reason for

" the delay. At the Senate Foreign Re-:

Jations Committee,” one staffer said

that the long delay in receiving

McCann’s nomination “has become a.

touchy subject around here.” i

It is also a touchy subjecl; at the-

- White House, which under its pro--
" cedures cannot.even submit a formal

- selling insurance without a license to-
'a New York local of the Teamsters”
“union. I

i

statement to the,Senate that it.in-

Approved For Release 2005/11/28 : CIA-RDP91 00901R000400180003-5

“ment yesterday, but he has stead- |
fdstly denied any wrongdoing, ...

egations Imperil Nomination =
io Ireland

J,L

tends to nominate McCann until it |
receives a security approval from the -
State Department. But McCann has |
been behaving very much like an.
ambassador, attending functions at
the Irish Embassy, including one
this week where Loyal Davis, father-
of First Lady Nancy Reagan, re-
ceived an honorary fellowship from
Ireland’s Royal College of Surgeons.

McCann served as national chair- |

" man of the Reagan-Bush Pioneers, a |

fund-raising group. With the backing f
of Casey and Terra, he won out as
nominee--for -the --ambassadorship
over two other formidable candi- |
‘dates, one sponsored by premier:
New Jersey fund-raiser Raymond J.
Donovan, who was so highly re-
garded by Reagan he was appointed-
secretary of labor. The other candi-
date was backed by Sen. Mark O.
Hatfield (R-Ore.) plus a number of
longtime western Reagan supporters.-
McCann’s problems are twofold.!
First, his firm, Foundation Life In-|
surance Co. of Chatham, N.J.,, is!
under investigation by New York!
state insurance officials for allegedly'

i
i
{

Secondly, ' questions have been

‘raised about McCann’s close busi-
iness relationship over a decade with| i
“Louis C. Ostrer, a former i msurance' ;
s entrepreneur who has been con-;
_victed of stock fraud, embezzlement,! |

i

grand larceny and income tax eva-';
sion. He is alleged to have high la-i]

‘bor- organized crime contacts, in-
“cluding New York reputed labor}
‘racketeer Johnny (Johnny Dlo) Duo~
- guardi. -

A New York. insurance official,

-said yesterday that McCann has re-
"fused to testify on allegations that.

his company sold insurance through

;
“a front company to Te'amsters Local
_918 in Brooklyn,

McCann was unavﬁxlable for com-

‘backlog of ambassadorial appoint-

.CIA clandestine. service chief- Max

‘was accused of improper or illegal
stock practices,. was the personal

.ter to the presxdent

"in the Reagan camp with carrying

-are preparing to subpoena McCann
‘and other representatives of his -
‘company to force them to produce
‘records and testimony. If eventually .

"surance , business . was: delivered-?

OlAl

Until recently, the White House ’
hasn’t paid- too- much attention to
the delay, partly because of the

ments.
- But concern rose in some quarters
‘after the embarrassing resignation of

Hugel earlier this week. Hugel, who

choice of CIA Director Casey, who
had strongly defended him in a let- _

Casey’s role in the \lIcCann ap—
pointment is less clear, but Reagan
officials who worked with McCann
in raising funds for the campaign
said yesterday that the original sug--
gestion for “his appcintment came
from Casey. One of these officials’
said that Casey “strongly pushed”:
the appointment; another said that
Casey only made the suggestion, as|
he did with many fund-raisers, and
that the push had come from Terra.

In interviews in recent months,
McCann has characterized Casey as
a close friend and his chlef benefac-
tor. - -'
McCann was descrzhed by some-.
one who-knew him well in the cam-
paign as “a person-always willing to
help and a terrific fund-raiser.” In
any administration it i3 not unusual .
for such fund-raisers to be rewarded
with ambassadorshxps

What is unusual in this case is
that McCann ‘prevailed over - the :
choice of Donovan, who is credited

the state, . .
+ New York insurance mthlgators

confirmed by the Senate, this could ]
put McCann in the position of hav-
ing to avoid diplomatic f\mctlons m‘

New York to avoid a subpoena.:

- McCann has’. acknowledged . that. };t

30 to 40 percent of his company’s in- %

under -a- specxal-zanangement ; With :
Ostrer, to whom he referred in "court

R R L T
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L.,Jnuny as “a bied dﬁp odsF

out acaring up business” for Foun-
dation Life. In a confidential inter-
view with Senate investigators in
1972, McCann reportedly put Os-
trer’s involvement in providing his
company’s business at 40 to 50 per-
cenf.’

In early June, Ostrer, who was al- '

ready imprisoned, was indicted along
~with organized crime leaders Antho-
ny (Joe Batters) Accardo of Chicago
and Santo Trafficante of Miami in
an alleged: insurance swindle involy-
ing-the welfare and benefit plans of
the Laborers International Union, -

Last year, Ogtrer was found guilty:°

of embezzling $1.2 million from the

Brooklyn Teamsters’ local to- which'
he and McCann’s company were: sel— .

ling life insurance: policies. -

Ostrer is serving a. term at. the -
federal penitentiary: in: .Danbury, -
" Conn. The details ‘of “the Ostrer- -
- McCann dealings were first made -
public by Newhouse. News Service.

reporter Robert Cohen.
Since his relationship with Ostrer
first surfaced in the criminal pro-

ceedings - against. Ostrer last year,

‘McCann has attempted to. put dis-
tance between his own dealings, the
operations of his company and Os-
trer. -

“Mr. Ostrer was not during the
period of my affiliation with Foun-
dation an agent: of Foundation nor
was he authorized to act on behalf of

. Foundation ~ in any way...,”
McCann testifed last year.
But a review of hundreds of pages

of testimony given by McCann at |

Ostrer’s 1980 trial in New York and
investigative reports prepared by the
Senate Permanent Subcommittee on
Investigations shows that:

o QOstrer was a close associate of

McCann. They held regular business

meetings from 1968 to-1976 and Os-*

tret owned 100,000 shares of Foun-
dation’s stock. Ostrer and McCann

made joint presentations to union
officials to obtain new business, and .
used. each. other’s ofﬁcm to hold .

business meetings...” .

e Since Ostrer’s hcense to snll in-

gurance had been ‘revoked in most
jurisdictions, he worked through a
fim called Modern “Agency Inc,
nominally owned by .Ostrer’s sister,
Dina Gelman, but controlled by Os-
trer. McCann- testified in the 1980
trial- that his company paid “in ex-

cess- of $1 million” in commissions to

Modern: Agency for insurance. pol-
icies with a face value totaling $150
million to’ $200 million and ‘placed
with Foundation Life. ..

or Release iﬁ? 8 o a

.sters Local 295 in New York, Ostrer

as30¢1a 1on, rer engaged 1n a pat- |
tern of fraudulent practices that
reaped millions of dollars in illegal
profits from the pension and welfare
funds of various: unions. McCann,
unwittingly, he maintains, acted as
the underwriter of much of this busi-
ness. \

I a prasentation to the directors
of one Miami-based union local, Os-
trer assured the union officials of the
strength of his relationship to
McCann’s company by saying:
“When we tell them to s---, they
squat. We tell them what claime we
want them to pay,” according to the
minutes of the meeting obtained by
Senate investigators.

The subcommittee conducted an
extensive investigation of QOstrer’s in-
surance schemes beginning in- 1972
and the probe led up to highly crit-
ical reports published in 1976 and
1977, McCann was interviewed for
these studies. '

Starting about 1970 with Team--

er

. the agency was owned inthe: name]
- of Ostrer’s sister. McCann has also:
~ maintained that he did not-read.they

- ownership--of. Meern - Agencys inv

was the architect of “severance llfe

ingurance” plans that: parlayed ‘the
growth of severance pay benefita in
union contracts into: mulnmllhon-
dollar insurance business, - &

Baqmally, the plans: called for
uging the new severance pay funds
won by the unions in labor . negoti-
ations with management to buy life
insurance policies for union mem-
bers. But the Senate study ‘found
that, under Ostrer’s plan, commis-
sions and administrative - fees -were
structured “more to benefit the cre-
ator of the system—Louis C.% Os-
trer—and his aqsocxates than the‘
workers.”

One GAO study of the Local 295 |
severance pay plan -showed - that
commissions charged :at -individual
rates as opposed to group-rates:led:
to the payment of $800,000 in com-
missions for policies written:on1;400°
workers. The GAO study-concluded.
“that normal commigsion costs should
have been about $10,000:: g

The .Senate study called these-
commissions “unconscionable.® The
subcommittee investigated Ostrer’s
role in the sale of 12 union insurance:
plans before it published its highly.
critical--report. Four of the plans

" were underwritten by ~McCahn's |

Foundation Life.

Laset T ﬂ“l

" 1976, and he dlspules the findmgs of:
‘ th(me reports. .

* tiad some “disciplinary action , takens
:- by the Insurance Department of. the

 when I knew he had. his license resd
_ porter, who .alsod. inquired - whether]
. stock - fraud:_convietion: -] héaf&"

~ knew too- muchabout.l )

+°0@§01R00 b‘i%ﬁq@e lcense to sell in-i‘

s' )rx( in 1967 after’
he was convieted 0t stealing as much:
23312 million from Canada Life In-"
gurance Co. But Istrer personal Ey]
ser. up the insurince. plans. with
Foundation Life ni:d garnered most:,
of the commissiors earned in the-
name of two agerws of record, Cy
Heeves Snyder andd Rebert chel
according to their -estimony in fed-:
erial court last year. | _ B

Those agents worked through!
Modern Agency, controlled by Os-
trer through, his sister. “Modern:
Avency was ‘a substantial producer]
for the - companmv- [Foundation],”
McCann told the vewhouse report-

Ty (‘ ,.* s 4« B

\lcCann has saxd t.hat tre* consids
ered Ostrer a “consuitant” fo- Med-]
ern Agency and:was-not aware that |

Senate- reports- tha: spelled-oub the1

B wgq,x-,f —is

" As . for. . OStI'“rS’ reputainon,:
MeCann told Newhéuse that he had

© no reason to question Oqtrers bacle-1

ormmd because="he--had -no- oftlclal
“capacity w1th Foundatmn the p oo

A
e o S

“ was. under ‘the unpressxon., he.

state of New.York. but-Lean’t recalh
voked,” he:told. the. New Jersey l'e-i
McCann had known of Ostrer’'s 1973

something about: :haty but, 1 neve:

In 10”‘3 Os’r"t "elp&d sot up. uhe-:t

deal to sell-life-insnrance with a face 3
wvalue of about $3¢ million-to. Team- -

sters Local 918t NewYork. None |
of the insurance * ‘agents:’ affiliated
with Modern Avency or .Foundation:

: had a hcense mdabusmess:m,New

“ny: last? year OStrer, ins consultatlon'
- with. McCann, arranged: to:set- up a
bngus, branch office”of the umion
" next to-the Modern’ Agency ofﬁce in’
. suburban New Jersey:z% ..~ =
. McCann reportedly deme& tﬁls a]-‘
- legation;"and was quoted in a.New,
o Jerseya newspaper: as. saying, *]. was.
. not aware. of Local 918 being: I'Ocated.
“in BrookIyn» untll the case bm'ke.
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.erations, Max Hugel.

. ducted before Ronald Reagan nom-
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Goldwater

18 July 1981

Backs CIA Ch

STAT

‘Mountain Out of a Mdc—

Washington Post Staff Writer

Sen. Barry Goldwater (R-Ariz.).
accused the press. yesterday of mak-
ing “a mountain out of a molenill” ati
the CIA, and .said ha saw no reason
for Director William J. Cagey to re-
sign Lmless we find further allega-
tiong.”

The Senate Intelhgence Commlt-
tee, of which Goldwater is chairman,i
tormally instructed its staff to begm.
« series- of raeetings- with CIA law-"

vers to review allegations of financial
rmbconduct by Casey and an alleged:
case of attempted “blackmail” in-;
volving his former chief fcove-rt op-q

"By Ceorge Lardner Jr. 'l
A

i

. Committee mvestlgators a]so plan
_to inspect the records of the back-.
gronnd investigation the FBI con-

irated Casey as CIA du'ector last
-December. - e ]

Presldentxal press spokpsman
Thavid Gergen said the Whife House:
would cooperate completely in the
inquiry. He added that the president
has “full confidence” in: Casey. 4

Similarly, Goldwater said he did,
not think Casey should resign, and’
added that “I don’t-think there’s
enough proof to call for resignation.”

“With all due respect to you fellas,
you made a mountain out of a mole-
hill,” Goldwater told reporters after-
me two-hour couumttee sessxon.

valt till the bugs start crawlmg out.”
Then you’ll have somethmg, or you
may not.” ]

Instead of vettmgf bxgger, he sug-

sested, “it may go:right m‘to the
fzround » O . AT
Questions  concerning (Jasey’s

tenure as CIA director -arcse this
week when Hugel resigned as deputy
director for operations, one: of the |

agency’s most sensntlve posts, hours
after 'The Washington Post disclosed
_accusations: ofiimproper or iilegal
stock- tradmg‘ Practices on Hugel's
part in the early 1970s..

Hugel contended that the two for-
mer Wall Street stockbrokers: who
leveled the charges had attempted to
blackmail him several times.d{iring
their acrimonious relatxonshlp ‘He
‘denied any wrongdoing, but quit the
agency Tuesday morning saying he:
gsaid he felt he could no longer be ef-r
fective.

CIA general counsel Stanley Spor-
kin and other agency officials: met
with Senate coramittee staff du’ector%
John Blake and his aides on Capitol ;
Hill later in the day to begm the re-4
View. - st

As far as Hugel is concerned, one’
source said, the committee primarily |
wants to know “how it’s possible that
somebody who claims he was. being -
blackmailed- got - past the security
people” ~ -

Goldwater said he thought at first
that the CIA would be badly dam-
aged by the week’s events, but has
gince changed his mind.

“In fact, I think they’re so happy-
out thete to have gotten rid of Mr.
Hugel "and’ gotten - the new man
‘[John Stein] in his place...that it’s
pretty well overshadowed everythmg
selse,” Goldwater said., “I think every-.
thmg 3 going good at the agency.” !

Surfacing in the aftermath of the
controversy were severai court rul-

ings critical of Casey’s connections
wzth a*now-defunct farming firm,
Multiponics Inc. It has been the sub-
ject of htxgatlon in New York and
New Orleans. """~

Goldwater said he felt Casey had:
done “a commendable job” at the |

CIA except in his selection of Hugel, l

a Reagan campaign colleague whom.
Casey had ingisted on appomtmg to
head the clandestine service desplte
Hugel’s Iack of mtelhgence etperl-
ence, HER ] R f;! Sttt RS

_background,” Goldwarer said.

“tial Multiponics investors.

‘quickly with “a plausible and legal

Goldwater said, hcwever, that he
did not regard Hugei as a security
risk despite his failure to tell CIA in-
vestigators about his once-volatile
relationships on Wall Street.

Hugel “wanted to serve his coun-
try and was just ‘a Little careless in
telling the - whole’ truth about his

Several Democratic members of .
the Senate Intelligence Committee,
by contrast, have voiced chagrin over
the failure of the CIA’s gsecurity in-"
vestigators to raise any question 4
marks about Hugel’s business career.
They have also expressed dissatis- :
faction with Casey’s disclaimers of
responsibility for misleading poten-

Committee member Joseph RO
Biden (D-Del) . sad through a
spokesman  that umess Casey and !
the administration come - forward |

upl'matlon” of the matters under
review, “then Mr. Casey should be
asked to do what is best for the

" agency and. the country and step

agside.”

The review concummg Casey ap- |
parently will concentrate on the
Multiponics ligitation in New Or-
leans. Casey had informed ‘the In-
telligence Committee -of the New |
York suit at.thé time of his confir-
mation - hearings, but Goldwater
noted yesterday taat he. had not|
been aware of the Louisiana case. |

There was little indication yester-,
day, however, tha: the committee
plans to carry its staff inquiry be-
yond what has been published and
try to satisfy itself that there are “no.
further allegations” to uncover.

%%
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Deputy CIA Director Bobby K.
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had been scheduled for a six-month
-progress report, on changes at the
agency, but committee members said
it also dealt with the failure of the !
CIA’s top leadership to consult more
trequently with the congressional
oversight committees, .

“We haven’t seen much of Bobhy
and we haven’t seen much of Biil
[Caseyl,” Sen. David Durenberger
{I-Minn.) told reporters. He said he
hopes that will change as a result of
yesterday’s meeting.. o :

[ a statement that he left behind,
Inman agreed that it was important.’

“that the senators trust us,” especial-i
ly in view of the CIA’s drive to win
“relief” from the Freedom' of Infor-|
~mation Act and to rely instead on
the House and Senate Intelligence
committees as “surrogates for the

public.” -
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ATPPEARED
PEAR
e e A

die Eane} Brders

3 '1 :
ntelhfmnce deczdeJ y=5‘tcrf*aj to in-
jnire into CIA Director William-J.
sey’s tangled business affairs, and
e commitree’s legal staff then held

ap eumlnary meeun g With Cl‘\ law- .

ye Ts. g -

27 Both the thtn House and several

Senats feaders publicly voiced.sup-").

port for Caseyto continue torun the -

fr-\

a
N

-

intelligence dgency. Privately, how- | 4y

ever, some congressional leaders:
suggested that ).t was becoming in-
creasingly likely that Cesey would. |
have to be replaced by his personal
tm»nd Pr\esmnm Rcavan

L. The inguiry on himr m“‘.,ed iato
on: that the commiltze already bad
started on the way Casey put his po-
litical aide,-Max Hugel, into the job 7 <
of CIA spymaster without normal se~
curity checks. Hugel was quickly
Dl.uhr‘d out of the Joo'i‘uema y by the:
‘ftﬂr lh“ disclosure of ;.
i ctices. o

CSaTd e CIA%

6'mvmittee
la.v rers - had..: pro'msed access~to-
'thl'E‘V& data was reqmr% for'the *

inquiry on Casey. A prelimindry re-
port on both Casey and Hugel was
expected by the compittee baforeits

members ag on mcess m early Au—4’

”Lat

Nenher commmee nor ;- CIA

: blar

a1 ithe norrally lengthy ar‘d carefui $e-.

Isources could say what light the:
"’S'eucy could.shed on Caae,rs per-,
sonal “business  ventires “thatoc-
-curred.bafore  he- became- director
" Nor was it clear whether his own
lawyers wopld become. involved..
+; Casey’sownlawyers have been der
‘fending him against charges that he
3 nowingly ‘misled po«enual Jinves
-torsin a 1968 farm bqsmess venture

‘and also drove the company deepar. !t

{and deeperintodebt for his persqnal
Tbenefit.: Dﬁwplte ‘legal::judgments |
“against him, his lawyers have'de-§:
nied the charges. - -3 . gl

ty Casey. was: Reagan 5. campaxgn‘

-manager last year; and Huogel was ap}
~assistant. Reagan named Casey ta the:

: CIA post. Hugel wen! along as g pers
‘sonal aide and later. became deputy
-directgr for operations, in charge ofy

ithe ag'encys v'ery sgnsitive clandes--

(tine work:

ASHTHG

E’) JULY 1

" The Senate commistes held its reg
weekly , meeting - yesterday.
-norning with 1t senators present,’

i Casey’s deputy dirsctor,- Admiral

Bobby R. Inman, reported as pre-
viously scheduled on CIA work in”
the first six months oI me new a
mmlgtranon Tt e ¥
* After that closed s.f;s:mn tha Senst
rators exclyded eyert shelr key sraff
i members andifalked about Casey's
rand , Hugel's” personal , problems.--
:Then-.committee- ‘chairman Barry©
Gl)ld‘(‘/dtf’l' ‘R-Ariz., went-out and-
.told rcportprs that the inquiry om.
ghe -securityi.clearance of Hu"el
would be broadened to co\?er Case,' s
‘Situation. » T - s
“The commltteas Ie al stait had
baen instrocted 1o checx ‘whatever”
.matters might bd hanging” abput
Casey, Goldwater'said. Thisincluded”,
-not only busmess affalrs but also !
»Casey's “possible “role " in: placing’}
‘Hugel in the spymaster’s job without !

cumy checks. k- A -
.Speaking 1o rt,portnr"; a‘)out Ca:ey, E
Golg'vatcr:sald that, “as a directoy,
-he'sdone ac (m1mencx.LbLp job except-
for picking a man mth no back.
‘ground” to head the clandestine ser-:
.¥ices, When agked if (,aseysbou!d re-’
‘main”. as. ClA director, Goldwater-.,,
xepllgd *Yes, 1 think he should.”
- Senate majority leader Howard H
deer Jr. told reporters that "] know
iof no reason at-thig tme Tor: Cdaeyj
‘10 resigntt r Ao Wi L
T A numbz,r of S°nmors expressed:
‘their concerns fome aboiit the Casey |
i stories that'have'appeared and the
~Hugel stories)” Baker said,*and I ex;

»

1< pect” that urml those are- msolved

Mt that Casey. will continue to;be'in a | (
“fdegree pf troublg but not troubla i in!
‘the sense ot’hlsccnnnumaloservé %
ISUpport Bl“ Casey end will con-,
inve-to-do so0," Baker added; “until

or unless. some&hing is made- to "p—
1tpear ythat -und

ermines- my! ‘confj. |

Desplte these phbhc showg of con:
fidence, there wasa growing feel ling! ,
ion Capxtul ‘Hill that thesmounting.
problems for Casey could lead o h1
deparmre ‘Some Hill sources‘noted,.
‘however, that there wasa dlfference

R .
: Gerg;n said the president’s ofuce;

’Sel Fred Fleldmg had “aske I for’ and )

STAT

- between the White House' nua.nng“
“out Hugel, whom Rcwdr did- not :
know, wh;n he bﬂcar"e conirover-.

sial and droppmb Cusv, an’ old‘%
friend. . ,3

' \Vl‘llg House spokﬂsmm Tavid R :

“will fully cooperate with the Sen-
ate committee’ smqmry ‘Ce-anadd-
ed that Redgan “is very.fism in Ius H
v1ews of supporl for Case . - !

Lo recem days Whne Hoise coun-‘r

- Tevigwed the ‘court decis ons® on
Casay in New York and New Orlean .

“We're' conaerned" that the case'q
~not be blown oulofpropor von the

~spokesman added.’
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i TheWhites
the-* nominatic liam-E
McCann; s Presidé “Reagan 57 ans:,
nounced choi'ce-fot‘U;S.“ar;baSSero;

toIreland, is“stiliin p’rdséss",despme:
a four-month delay and: allegations.
of/ improper’ busthess-practi by
McCarnavsi S IR Gakngky
“=The McCamr rotin ton’ is stitl
in" process *and+the " backgronnd

chéck” 15 *SHll” under way:” : White
Housei:»spoke:sm”eiﬁfi;Dajui&;{Gergep‘
said. Gergen®Said-he-did not know:
cof anycon nééﬁon:betw_reér} the delay.
o the background check and theal-
Isgations -against ~McCann, -2 Pf_e_y
Jersey insurance executive:

- Fresident-Reagan announcéd his

intentton - tovappoint McCanw,*for:

mer - chairman+of: a - fund-raising.
group called Reagan-Bushr Pioneers
at the Irish Embassy on St. Patrick’s’
Day. . . e
“Since 1968, McCann has servegi as
president; chief executive officer
and director . of operations of the
Foundation Life Insurance Company
of America in Chatham, N.J. He has
been active in New Jersey politics
and told friends he had raised “mil-
lions” for the Reagan-Bush cam-
paign. He also served as a delegate
to the 1980 Republican convention.
A Senate source said the McCaun |
‘nomination had not been relayed to
the Senate Foreign Relations Com-
mittee. Other sources said the Senate
committee had .independently be-
gun examining the alleganons.-fl.mt
reported by Newhouse News Service
“Jastmonth, that McCann's insurance.

ther, Loyal Davis] received an hon- | Senate- investizators and fodera |
!

- PrOSecuiors 1o organized crime fig- .
, ures.. : o K

‘company had obtained a substantial
poriion of its business through a
man said to be linked to organized
crime figures. The committee has
,been collecting the Newhouse re-
.‘ports and other stories about-
" McCann pubdlished in American and

Irish newspapers. .
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.~ Newhouse papers and other newspa- |
i .per subscribers, examined records |

of two Semate Permansnt Subcom- :
mittee on Investigations reports and ;
transcripts of a 1980 federal court |
case in New York in which McCann

tesijfied. 0 - T
- Anorther ~-highrranking  White
House ‘official said he ws not cer-

tain “if there is a serious problem”
and added thatthe State Department
had its own clearance system for di-
plomatic appointments. ... - :

- Although his nomination has not

“been forwarded 1o the Senate,

McCann has been attending official

- functions involving Ireland and vis- ;

ited. the: Irish-Embassy earlier this |
week for a ceremony attended by the |
president at which Mrs. Reagan’s fa- !

orary fellowshig from Ireland's Roy-
al College of Surgeons,- . .-
.While in town this week, McCang. |
was called into the White House for.
-questioning by White House counsel.

- Fred Fielding HIa source familar

withrthe handling of thiscase said; :
“ White -House 0fficials said that
was not unustat, but Senate sources. |
said that at this Stage of the inves-,
tigation such a move was rare. . ]

McCann could not be reached for | the

comment. The telephone for the!
number listed for his hdmein Short
Hills," N.J,, was not cannected-Jast.
night. = s A T <
. Gergen also denied: suggestions !
‘made by sources. who have Spoken |
with McCann thar CI4 Director Wil-|
liam. Casey had been the primary |
supporter in McCann's winning ap-
proval for the ambassador's post. -, =
In astatertent released byA(}ergeln,.’{ .
White House counsel' Edwin Meese !
I said, “Bill Casey was only one of |-
many who had known Bill McCann I
2nd had recommended him, but he |-
was by no meansa prircipal support- i
er.” One of the White House officials ]
contacted said McCann had- many |-
supporters-among people. responsi-

ble for-raising campaign funds in |°

New Jersey and elsewhere, includ-‘ _

- Ing Casey and Chiarles Z. Wick, head

mmunicat- |

of the International Co
R

SR el e 7

- i

~ cused of Xnowingly misler potential

j-and labor racksteers. .. .

STAT

- Casey recently has ccrme under
iire’for his appointment of a Neys |
Hampshire businessman, Max :
Hugel, as deputy dirzctor for oper:
ations of tha CIA and has been ac-

investors in a 1958 farrm business
venture. lugel resigned from the
CIA after published reports said he
had allegediy been inveired irim. *
proper steck dealings with two bro- .
thers from New York, wy nse stock
broxerage is now defunct . . :
‘McCann has been: quored by
sources. who know him a; attribut.}
ing his selsction for the past of am.
bassador to friendship with Casey,
: - The court and Senate drcuments !
examined by the Newhouse reporter-|
show that McCann's cO0mpany, Foun- |
dation Life, sold 'millions .f dolars |
-in policies through Modern Agency, !
Inc., a company allegedly used as a4
{ront for convicted felon Louis. C.4
Ostrer. N S
" Ostrercurrently isserving time at ;
the Federal Correctional Center at|
Danbury, Conz,, after being convict-!
ed in 1930 in New York on charges |
of embezzling 51.2 millior. from a.|
Brooklyn Teamsters Jocal 2. of!
evading $6.3 million in fe leral in: |
come taxes. He has been linked by |

1]
I
While in jail, Ostrer was indicted |
in June in connection with an al-!
leged insurance swindie irvolving '
the welfare and benefit plansoi the |
Laborers International Unj m. Othe
ers indicted.included two ren fra. i

| quently named by federal asd local |

sources as organized crime figares, |
Santos Trafficante of Florida and An- ’
rxony Accardo of Chicago. The Sen-7|
‘ate commitiee -alsa has identified |
Ostrer as an associate of mobsters,;j

" At Ostrer’s irial last year, HcéCann'
testified that he was. not aware aof
Ostrer’s alleged links to OFpanized |’
crime or-of the revocation ot his in-
surance license by New York State
Ip 39677 -+ T TR TEAE

However, McCann  did .ac-

knowledge at the tria} that his com- |

pany had dealt with Ostrer “in the
form ef a consultant” to the Modern
Agency. McCann also said his com-
pany had sold from $150 mil.ign to
5260 million 1a policies between 1968
and 1976 through Modern ard had
paid.commissions in: “excess. ok 1
mitlion.” - - . 7 LT
- McCann said in an interview with
Newhouse that he did not know how |
much of Foundation’s business was |
generated throughout that pericd by !
the .Modern Agency, bu-.. ae.l

SRR

company’s total sales;» -~ »: " - ]‘
PR . - . RS N )
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- circulated in 1968 “omitted and misrepre- - {

THE BALTIMORE SUN
18 July 1981
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Panel plans a deeper look

nio &

By Curt Matthews
Washington Bureau of The Sun .
Washington--Members of the Senate’s
select. committee on intelligence agreed
yesterday to probe more deeply into the
personal financial. dealings of William J.
Casey, the director of central intelligence.
Senator- Barry Goldwater (R,. Ariz.),
chairman of the committee, said the com-
inittee staff would investigate-allagations
that Mr. Casey knowingly misled potential
investors in a firm that went bankrupt in

1971, SO e
The allegations regarding Mr. Casey
came to light on Wednesday, the day after
Max Hugel, deputy director for o perations
at the Central Tntelligence Agency and a
man Mr. Casey brought into the agency,
abruptly resigned when it was disclosed
that he had been involved in questionable
stock-market dealings. '
In announcing the investigation of Mr.

Casey, Senator Goldwater told reporters

that the intelligence committee staff
would work closely with legal counsel at-
the CIA and that the probe would be ex-
pedited. o } ,
Both Mr. Hugel and Mr. Casey have de-
nied any wrongdoing in the conduct of
their financial affairs before entering gov-
ernment service with the change of ad-
ministrations earlier this year. In explain-
ing his resignation, Mr. Hugel said that he
was quitting his job at the CIA because he
did not want the allegations against hin to
_become a “burden” for the Reagan admin-

istration. Sl ‘ e

The decision to investigate more fully
the charges of wrongdoing against Mr.
Casey came during a regularly scheduled
meeting of the Senate-intelligence com-
mittee yesterday morning. The allegation. 4

. 9

asevy’s

|for several days befcre Mr. Hugel's resig-

~ mending him fora jobatthe CIA. =~ - I
i

that he had misled stockholders of a firm_|
called Multiponies, Inc., was known to the ”
committee at the time of his confirmation
hearings earlier this year but received lit--
tle attention at the time. i

Mr. Casey, who has several times been |
sued over stock-market dealings during a-
long career as a Wall Street lawyer, has .
dismissed the various suits as normal nui-
sance litigation that all businessmen en-
counter. D

On May 19, a Federal District judge in.
New York named Mr. Casey as one of sey-
eral officers and promoters of Multiponics -
responsible for circulating misleading in-
formation about the company. The judge”
said that a prospect

sented facts”—a serious violation of se-
cnritteq lnw L

" legations regarding Mr.. Casey, he should

- find further allegations.”

Last year, a three-judge panel of the
United States Court of Appeals in New Or- ;
leans, weighing a separate set of charges
against officers and directors of Multipon-
ics, ruled that Mr. Casey and others man-
aging the firm, drove the company “deep
and deeper into debt” and that their man-
aging procedures reflected “a pattern of
self-interest.” 2

Sources close to the committee said
yesterday that Senator Goldwater has not

taken the lead in pressing for an investiga-
tion of Mr. Casey but has gone along to ac-
commodate what he sees as the Jegitimate
concerns expressed by other members of |
the committee. U o

Mr. Goldwater was r; jortedly upset |
that, although the White ,louse staff had
Jknowa of pending contryversy at the CIA

nation, Republican ieaders” in Congres
were nol. informed.r

The possibility that Mr. Hugel or Mr.
Casey engaged in illegal business dealings
is considerad a serious matter because it
could lead to blackmatll, an intelligence
committee staff memter said. Officials
with sensitive information -at the CIA
could be faced with the choice of disclos-
ing govermment secrets or having their
private misconduct expcsed.

Both Mr. Casey and Mr. Hogel were in-
volved in President Reagan's campaign
last year, Mr. Casey as director of the
campaign. Although Mr. Hugel said he'had

known Mr. Casey for 20 years, Mr. Casey
corrected him and said he had known Mr.
Hugel for only 17 months before recom- !

|
Mr. Goldwater said that, despite the al-

continue as director of the CIA “unless we |

Senator Howard H.. Baker, Jr. (R, |
Tenn.), the majority leader, also ex- |
pressed support for Mr: Casey; saying, “I

- know of no reason at this time for Mr.

Casey to resign” Senator Baker down-
played the probe started by thé intelli-:
gence committee, saying it was not “an in-!

- vestigation” but merely a staff réview of_ |

pubiic alegations.

.

RO

!

{inancial deals

WILLYAM J. CASEY . - B
- CIA chief subject of study ;
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SPEIGVE THE ECONOMIST
ON PACE 23 18 July 1981

!
AMERICAN SURVEY /

|
Ups and downs |
Washington, however, was not greatly
concerned about what Mr Reagan was!
about to say at the summit. It was more
absorbed with some intriguing power
shifts within the White House. First, it
was revealed that Mr George Bush, the
vice-president, had relinquished his role
as co-ordinator of summjt preparations to
miake way for Mr Michael Deaver, the
White House deputy chief of staff and
one of the president’s closest friends. It
was emphasised that this implied no criti-
asm of Mr Bush, just that Mr Reagan
was now in need of some last-minute,

intimate briefings. Nevertheless, there
was an impression that Mr Bush’s work
had been less than adequate in preparing
the president.

It might be assumed that Mr Richard
Allen, the national security adviser,
would be at the centre of any Ottawa
briefings. But his role was largely over-
shadowed by senior state departmest
officials. ;

This prompted more speculation that
Mr Alen’s influence may be fadingin the
White House. It has already been under-
mined by a decision to end his personal
morming briefings of the president, a

~ significant access which has been the
source of much of the power.of past
security advisers. Henceforth, the nat-
ional security adviser will submit only
written reports and take part in much
larger briefugs, three times a week, in-
volving the secretary of state, the defence
secretary and senior aides. ' :

Such a mechanism could be seen asa
first step towards a co-ordinated and
coherent foreign policy for the Reagan
administration, though- jt could  also
prove unwieldy. The president, it seems,
is determined to quell the recent out-
break of sniping between the state de-
partment and the national security coun-
cil. He is also anxious to improve
relations with his secretary of state. So
regular private meetings are being sched-
uled with Mr Alexander Haig.

If Mr Allen is the victim in all this, he
was not the only longtime Reagan associ- X
ate to suffer some knocks this week. Mr|
Bill Casey, director of the Central Intelli-

_bence Agency and last year's presidential

campaign_manager, was presented with
the resignation of his chief of covert

Abprovéd For Release é00511 1/28 : CIA-RDP91-00901R000400180003-5

operations, Mr Max }[,%’el’ who had
been accused 1n the Washington Post of
“improper stock-trading practices. :
- Mr Hugel's forced departure was espe- |
cially a blow to Mr Casey because the
'CIA director had insisted on Mr Hugel's
-‘aﬂgpoimm::nt, despite hi;}a_g}f__gjagggl_m-
“cations and much agency resistance. Mr
‘I:fizgéi_ciérﬁg{thgt he supplied stockbro-
kers with inside inforrnation about a
company he ran. But the wisdom of Mr
‘Casey, a former head of the Securities
- Commission, in pushing the appointment
15 being openly questioned. Further ques-

tions about the CIA director were raised !
‘when-a judge ruled that Mr Casey had |

once misled potential investors in a com-

pany in which he worked.

EXCERPIED
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Washmqton (News Bureau)—Cnaxr
man.  Barry.,.Goldwater: ... -(R-Ariz.) -
announced ‘yesterday that the Sénate |
Inbelhgence Com:mthee stanf would be-

: controversxal fmancxal dealmgs qf CIA,

Dxrecton leham J. Casey. )
’The commxttze met, behmd closed

jdoors for more. than an hour with the, :
CiA's, deputv,dxrector,, Admu Bobby(R 57

Inman in what»yas.sazd to.be aregular

Dy scheduled.,sessmn on. "CIAaprog..

" ress” during theTast six months.- i

But " itrwasy élear ‘that: ‘committee -
members were concerned abouta New.

York ’fedembt-judge"s .memorandumz

accusing Casey and businessassociatesy -

= of mwusleading investors. in acnow-de-z
funct New.Orleans-based farming.yen—y

. ture. The larming. company, Multipo-: .

"~ nies Ine., wentinta bankmptcy in 1971
but’ generated. seveml lawsuxts that
have dragged through the courts for
‘most o! the 4»nsumg décade- L SERT

LS SN S0

FEES

- ‘__“Z:L*'Epproved For Relqagsg

<’ the company by the du'ectors.

I’O

FEDERAL J UDG‘E Charles Stewart

concluded in"a memorandum issued in

May that Casey, a company director
and listed.as comnpany secretary, -and
other directors dehberately had failed
to tell investors in 1568 that almost all

~wonld be’ used to pay off loans

. Casey’s entanglement with Multipo-
- nics surfaced after Max.CYHugel; depu—
- ty-diractor- of the CIA: for‘c!
servxqes,ﬂabmptly resxgn
agency«’l’uesday mommg :
- Washington™ “Post* pub!nshei charges
‘that-he: had” partxc~pated it
manipulation schemewm*,_the* early
18705, Hugél had been a Casey protege

at.the ClA:>
~The- rmte\hgence ('ommitte .

plans" to. investigate the Hugel appoint-
ment-:7“Our:-.chief i “interest,”.; :said’
Goldwater’ ““is -to determine, why our
. - committee-did not. know-about: Huge}
unhl'“The7 Post- appeared,,'l‘uesday,p
when it was known among: the press
and others t}xe plrevxous Thursday or‘

R e e IR

514126™ CTA:RDP91-00901R00040018000p-5

.01 33 million they were trying to. ransg 7'A° man with no- background”-to- head"

: background e

“.in:the agency for J‘xe hxghu sensmve*'

'_ “the Louxsxana tm nsactions.”

STAT

%‘%j
Fnday ~(';o;c,!-wéim- sard he’ leamed oI
- Hugel’s troubles * madverten{ly” *mmvr

a friengd Sunday v :.1’ ) -

-AS FOR CASEY, Goldwﬂer said he
had done “a commendable job” "as =
_director of the Clarexcept for picking -

clandestme servrcts_;"Even if. Hugel Z
had*not. been 'sa:d-to- have a . shadyw
Goldwater cadded, L
‘would have picked'a man from below?.

upportex: of Casev,. ‘appeared-. to: ber
edgzng his- suprort~ slightly - inwhis

meeting with reporters afier the eom-.

mittee session. He noted that President
eaganmhad expressed “full “confi
. dence” in Casey and“sdded 1 ~do,
too—-unlesa we fmd !urther facu."' =
5% The senator s gave no iﬂd}catmn tha
“the panel had uncovered any addition--
‘alsinformation on Casey.. He did say, 7
> however, that ne had not been aware of
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JA HNG”‘O\I-—Se':. Barry M
Goldwater (R~ Arv:ﬁ) e\ipressed
support “Fricay ©for ClA:- Directot
William. J. Case; ., as the Senate’ In-
teihcencm(lo } ee-that:Goldwa-

er d"ahs orde z
‘allegauowssurmnndmmCasey
Spnate Majority-Leader How
‘ Bakez‘ Jr: (R I’er:n._): glc_lded His
¥ own quahﬁed"sunpdr’t- for€ Casey,
:who has been under fire for hiring a-
top. “official. whomres‘xgned Tuezda\y
ramxd charges hé-once was involved:
.inbimproper stdck;dealing:;Casey’s:
Yovn conduct.asiaprivate | business=
“man Was’ alsd mtzcxzed in two fed—

ES *Bnken

anl unless’ somethmg occurs tha_
undermines-iny confidence, in Mr.
Caae-y 1 wﬂl contmue to have con-

' aned’:;;»,k

" ~al firm, Multponics'Ing: had peen™

Lz.}..;,., "t’ Nard,
',,J»' 2B g}v-p v R L\u”'

_. LRV v e
‘,\ wﬁd‘%ir"x"" A : “

‘Hu el ag’ ‘e CTAs chiet of clandes=
tine-activitles- Othes matters to be’
Zonsidered;> Goldwater said; would
be the two-court rulings questioning
,Casey s Dastbuemess conduct.cariins
%, Referring=to .Casey, . Goldwater.
a clxrector. hes done:a

commendablev Job ;except. for: pl(:k-—
nv a man;with no back”munct (in.

ciandes’ma affairs). And, even Ji
'Hugﬁahad noLbeerr said to have a
“shady” backgrourd =1 wauld have
‘picked-a’ man from below (1? the
Aagency, "sranks).” - s : -
* * Casey appointed CIA caveer ozfx-
‘_'cer John Stein’to head-clandestine
activities azterHugel -resigned. fol-.
“Jowing charges he had provided in-
side:information to two stock bro-
kers-in 1974-in an effort to boost
stocks in-an electmmcs{ hrm 'he

2 Subseqmntlx, two _federa? courtl

Eulmgs cametoli v‘xt in whiclf Cas#
.and other d.rectors ofan agricult tus<

criticized for. vnlhnc‘dmg informa-~

tion. from; stackholders atd manag=s
ing the firmin a“'pattern’ ‘of seli-ina.
terest.”. The: comoany\went bank-’
mpt1r:1973- Tt g

-~Casey,:a former chamnan:‘or ihe-
Securities and Exchange CO!TIImS’*”
zion, has said’ he'was only’ ore of‘lB-"

N 1

dxrectors— ‘ort= officers:i'exercising
‘what'seefmed to be redsonable bus:— |
ness_mdgmentat the time.’s &

& 1
s N M e T s Nf {! ,..
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White House unfazed by report

By JOETRENTUO !
a2d RALPH S.MOYED : ‘;
Seatf »reary !

2 1931, Te News Journal Co. |

Owne of CIA Dirsctor William J. Casey's!
nartners i a {ailsd basiness ventare is identi-
hed in Justice Departmezt records as an
associate of undirrorid figures inliltrating
Gulf Coast water{rent indusiries.

The parteer is Carl Bienl. 3 co-defendant
with Caszy in two civil suils now being |
reviewed by tht Senate Intellizence Com- |
o mittem gtafl, . : : !

. Bith] haa madsan szreement with federal |

authorities lo smply infcrmation on organ- |

1zed crime activiies in New Orleans, Galves- |
ton, Texas, and etber Gull Coast citisswhere
rix family stevedoring company ¢o2s bux- |
Cpess, the News Jyurnal has learned, s
Heached by lalepbone at his vacation home '
in the Caribbean. Biehl told a reporter, "1
dan't want to talk to you about anything.
and hung up. ’
A CIA spokesman declined comment Fri- |
day on Casey’s relationship with Biehl or|
© whether that relationship wastumed upin the |
. {1214 check made on Casey when President
Reagan nominated him as head of the CIA.
The agreement under which Bieb] agreed

to inform on the mob wras reached after his 1

urported crime connections were turned up |

11 2 routine 1873 FBI investigalion of Casey |

when Richard Nixon named him chairman of |

the Export-lmport Bank., according to al
scurce close to the case. ) ]!

Following the 1973 disclosures, Justice |
Department sourcrs s3y, it ook Jederal |

authorities in New Orleans several years to!
get Biehl 1o cooperate in their probe of organ-
1zed crime in the shipping besiness. !

The complete 1 file contairing the
delails of Biehl's conpections to organized !
ctiune was available to the Whilr House
betore Casey took the helm al CIA [ast Jan-
uzry, acconding to Justice Department
- BOUTCES.

Caxey, who ran President Reazan's 1930
campaign. was op2 of the first members of .
tbe admunistration to b2 nrominated nd con- |
firmed. |

The White House on Friday seemed uncon- |
c2rned 2bout tae implications of bavirga CIA
director-who i3 close to a man who may be|
wavolved in organized crime, l

“I don't see Lhe connaction betwreen Bishl's |
ties and Casey.” Whils House s;xkesm:m-‘
Peter Roussel said Friday nighl. “Ve knew
about the Lawswits, bul I can't eenfirm we |
knew aboul any conpeciiony to organiced
crime.” !

Justice Department spokesman Thomas De
Cair 32id be could oot commenton t Biehl
case, : - i

Spencer Davix, spoxesman for the Senate
Intelligence Committee, said  commmittes |
members were unaware when they beld hear-
ings on his confirmation that Casev’s business |
?'?ociate had shown ©p in oyganized crime :

iles.

Justice Departroent charts Link Bieh) srith |
underworld figuress along-the Gulf Coast. His |
name also shows up in Justice Department -
memorandums dealing with orgasized crirme |

C ;'-?1»%
L))
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infiltration into 3hippiag, freizht
forvarding and Mevedoring in the
southeastera United Statas,

According 1o confidential Justice
Departmanz_ documents, Biehi's
COa8ections to underworld figurss
€ame 1o Lght in surveillances and
wiretaps conductad by the federa)
oOrganized ecrims investigators in
Washington and New Or!tans.

_The documents show thal the Jus.
tice Department promised that
Riexl would not be prosecuted in
returs for his cooperalion.

A source familiar wity the case
said Bieh) was firsy approached by
mob interests in the 19503, The Jus.
tice Departmeat documents do not
1dicate the extent of hi3 inyolye.
ment, but, based og the findings of
FBI investigators in 1373, the iavol.
vement dates at least to the exrly
¢aysof Casey's and Bieh)s budiness
#350C1at104a,

101883, Casey, Biehl acd Alfred ),
Moran, 2 New Orleans business
execulive, {ounded Multiponics Ine.
(0 Operale a giant farming opera-
tion. Morao said Friday that De,
Casey and Bishl still are close
friends despile their busioesy prob-
lerns,

In 1963, they bought 44,000 acres
of land in the Soutbeast, s0ld deden-

Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180003-5

fures and, thiree years later, went
banksupy, i

Oneof the investors 33 a subsidi.
ary of fuzitiye businessman Robert
Vesco's investors Overasas Sep.

vices, Moran declined comment on |

the extent of Vesco'sinvolvement in
Multiponics,

The investors, including the I0s
Subsidiary, susd Casey ta2othey
foundinz dicectors jn 1978, charging
thern wils gross mismanazement
and negligence, Within the Jast y2ar,
tedera) courts in New Yory and
New Orleana have yryled against
Casey, Siehl, Moran and the other

+directors,

The New Orleans rulinz hald that

the directors drove the Operation |

“deep and deeper into debt” by mun-
aging Multipcnics in 2 “pattern of
self-interest.™ In New York, the
court sulad that Casey and the other
directors Ynowinaly mis)agd early
investorsin the firm,

Casey's Lawysr said he denies any

wrosgdoing in the Multipoaics

atfair

A bigh level CIA official, who
asked that his name pot be used,
33id that Casey's relationship with
Someone who had connections 1o
organized crime *has serious impli-
cations for the security of the {inte]-
Ligence] commanity. 11’ 2oing to
kurt smoralz terribly. Qur attention
canpot be diverted away from col-
Jecting intellizence and this is what
wehaye now,” ’

e e e
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»F‘Dverét Emiarrassmem at CIA

For an Operatmn whose watchword is
supposed to be secrecy, the Central Intel-
ligence Agency has suffered an acutely
pubhc form of embarrassment..

First, CIA Dxrector Wllham Caseys

handpicked director: of: covert ~oper--
ations, Max- Hugely’ ngned' this week«”‘

after the publication of-allegations by -
two New York stockbrokers that he had
engaged with them in. ﬂlegal stock ma-
nipulationsin 1974. Mr:Hugel denied any
wrongdoing. Then it was discovered that -
Mr. Casey, who himself has a reputation .
as a wheeler-dealer, had been chastised -
by two federal courts for m:propnehes

in his business dealings’A Senate Intelli--> Hugel's alleged involvementin xmproper"."

© gence.Committee: mv&hgaﬂom of how

~ Mr.;Hugel was'screened may-be broad-- o
- ened at'least-inférmally, to:encompass *- " disproportionate to demand Mr. Casey’s:

the qu&stmn of'Mx“ Casey’s: contmued
ﬁtnas X _

The commxttee mvestigahon obwous-
: ly ought to goforward, and in the case of -

" Mr. Casey the committee should-scruti- *

- nize information”about any of his deal-*
ings which it lacked at the time of his

'~ conhrmatmn it should becareiul how- .

. e o v
AP de Rty R &, {._:»x SR

STAT
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M

ever, to approacb such information with |
the same sophisticated view with which
it addressed other accusations against
Mr. Casey. In the Byzantine world of se-
curities transactions, not every technical
allegation or even finding of wrongdoing
isa guax:}antee of skulduggery .
The principal focus of the pro‘be how-
ever, ought to be on the adequacy of the
process by which political appointees in °
..the.agency. are screened before _being.
promoted to pos:tlons as sensitive as the='
one that Mr Hugel occupxed k

If the fallmg is mstxtutwnal or 1f Mr

dealings would have eluded even a more -
searchmg examination, then it would be :

" head:. But if Mr. Casey casually installed
, an-old friend in such a sensitive position;;
mthout a thorough mves’ugatxon —-and *
if such casualness marks his stewardship-
- of the agency generally — then his suit-
* ability as the head of one of the govem-
“ment’s most sensitive agencies ought to~
‘bere-evaluated by the committee and by
Presxdent Reagan e o

L'_"

Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180003-5




Approved For Release 209511138 GiA-RABE1:0080R000400180003-5

18 July 1931

Casey — it looks extremely rocky

;  Eisenhower had his Sherman Adams;

t Johnson his Billy,Sol Estes; Nixon his Spiro

" Agnew (and later his administration); Carter
his Bert Lance. Reagan’s got William J.
Casey, his CIA director who is becoming in-
<reasingly embattled as the federal courts,
the press and Congress look into his past
business dealings. .

And while Reagan seems to be behind
Casey one thousand percent — “There is no
controversy; I have complete trust in him,”
the president has proclaimed — the contro-
versy boils. on. N DU

At issue is whether Casey and his partners
in a business knowingly misled potential in-
vestors. Two federal courts have issued rul-
ings criticizing Casey for his.tangled finan-
cial affairs, one of them saying Casey and his
partners.operated a corporation they owned
in an *‘overall pattern of self-interest™ that

- drove;the-company “deep and deeper into

-

debt.”

Now members — especially Democratic
members — of the Senate Judiciary Commit-
tee are threatening to investigate Casey’s
past business dealings. All of this is in the
wake of the resignation of Casey’s right
hand spymaster, Max Hugel, who left after
allegations that he had imptoperly manipu-
lated in the stock market to favor a business
he once owned. PR S

We have learned from experience that:
once this kind of thing gets going, rightly or
wrongly, it almost always ends in the ouster
of the person charged. Few can stand the
scrutiny to which their affairs are subjected,
once it begins. -

Right now it looks extremely rocky for

‘the head of the CIA. With two strikes against

him already, the chances are Mighty Casey
will strike out. -

e Y

N S s v az
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Troubled C |
, L i L. |
If there was anything the Central Intelligence Agency
didn’t need, it was a crew of directors with questionable
credentials. But that's the lot of the agency that’s stlll‘
recovering f{rom reports.of past excesses. .

First blow to:the CIA’s revived credibility. ‘was the
Max Hugel affair. -Without consultation with the White
House, CIA Director William J. Casey picked: Hugel to-
head clandestine operatmns despite an expertise appar-
ently . limited .to campaign Support.: “Then -came the-
discovery-that Hugel had engaged in sharp stock market
operations: Hugel’s resxgnanon was ‘inevitable. T

The stain, however ‘has not been wholly expunged

- Casey, too, has a taint, It has come to light that on May 19
-a federal-judge ruled that the CIA’ du'ector ~—thén in pri-
vate business —knowingly misled investors in the 1960s.
. The  case" involved- distribution of a cucular,that con-

; tamed false~and” nustated information.,

. President” Reagan,\ cumously, e*{pressed full support
for Casey..The CIA~ helm\ surely reguirest someone of
“unassailable reputation; -lest .the. nation’s surveillance
agency be compromised. Reacan needs to recognize this.-

“What’s even more curious is that Reagan has escaped
blame for inept appointments. He did not feel backlash
over naming Ernest Lefever to the Human Rights post.

“MNor has he shared the outrage over James Watts’ deeds.
The president seems disasscciated from responsibility, a
“strange and — we'd hope — passing phenomenon. On-
‘ Reagan’s desk X, there’s.a.sign that reads “the buckaroo
* stops here ”-And.so it should. o
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Red faces at the CIA

The circumstances that caused Max

‘Hugel 1o resign as the Central Intellj~ -

gence Agency's: chief. of clandestine

.Operations demonstrate without much -
doubt that he never should have had

‘the job in the first place. Thus, -his.-.
;abrupt departure is an embarrassment .. - . ! ; o
-lo the CIA and its director: William - Mr. Hugel with John H. Stein, a profes-

*Casey, in more waysthanone. . .-

Mr. Hugel quit-Tnes

! director of the CIA while denying pub-..
- lished ailegations. that:he engaged in -
»improper or illegalls_toc':k‘trading prac-*,

. tices when he managed-an electronics’

: business in the-1970s- He haq held the-..
:CIA position only two m

*been Mr. Casefs*personaletc;hoice' de--

:Spite the fact that he.'had.j.x_lo- previous- -11g-has: come to light that Mr: Casey |

1experienceinfinte}li'genééwork:_v - and others misled investors in a de..

Mr. Hugel was an organizer in Presi.

-dent Reagan’s electio

-joined the CIA in January. as- Mr: Ca.-

-5ey's special- assista

nt.:When-Mr. Ca-

_sey’'s choice of Mr. Hugel to be deputy

‘direcior was guestioned«-_widely,' he adjudicated, and Mr. Casey had ag-

‘that he needed someone in such a sen-
Sitive post in. whom. he could place
absolute trust and, having known Mr.

Hugel for -20--years,.he. believed. Mr. -

:Hugel was that person. - - - :

;" Mr. Hugel let his friend down. He
-failed to inform Mr: Casey of his vul-
:nerability to  the -allegations. “That -
:failure as much as Mr. Hugel’s lack of

experience in intelligence work dem.
Jonstrated he was ill
‘in a top-level govern

Prepared to serve

ment job. The fall--

Fs

day as deputy..Years of service in.the CIA-That cer-*

onths, having :Shaken confidence in his competence..

N -campaign and

out, of course, is that confidence in Mr.

Casey’s judgment has been weakened
and troublesome questions about the
effectiveness of internal CIA investiga:
tions have been raised. . .

Mr. Casey moved quickly to replace -
‘Sional-intelligence operative with:207]

,_tainly'-takes,care of the. immediate -
problem.-within- the- agency, but Mr.:
Casey has a way to'go- yet before he is-
outof themud. A R
-.:Not only has the Hugel “incident -

1o run the CIA, but a recent court rul.

funct New Orleans company in which -

he was an officer, LoD
"The ruling came ig g civil suit

brought by ‘disgruntled investors in'.

defendant.in.the suit before he was
appointed to head the CIA. So, it may or-
may not be a serious matter. But, par: "
ticularly- against.-the ‘background. of-
Mr. Hugel’s fall from grace, it is not a
good- thing-to be- hanging over the- |
head of the director of theCla. - |

The White- House. needs to deter--|

mine quickly whether the judge’s fing.-- ‘

| A ' 180003-5
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- “I think the committee is going 1o

( Casey slegal r oub,l'es came to light have to take a look at what this has
after Max Hugel, a businessman : di 'S capacity te
‘ whom Casey had"brought -into the - done to.the director’s capacity” to-
T e T . continue - serving as the nation’s
President Reagan CIA from the Reagan campaign, re- chief intelligence o ficer,” Rose said.+
was not told about William J. Casey’s signed Tuesday as head of the agen. Speak g-d that the i1 £ P
. legal problems before he nominated €y’s clandestine services:' Hugel’s b poa h‘?S Saic tha , _‘1ealtr)1 (gmanon
Casg:y to head the CIA because it was departure ~came - hours after the . about t gsll_xg.s'valas.xssz_y a;eﬂy on.
~decided the matter was not worth - Washington Post printed allegations i pErsona ésc o S”&j},"”{} Joat };S
i Reagan's aitention, the White House by two New York stockbrokers: thart- A %m-’atfe Y n;]ev 1 1e House. He
.sa1dyest¢rda;{..”,, T they had Participated in 1974 with ia-ldt °mn or;r;aho.;%‘so would have
- Instead, suits against Casey and Hugel in prohibited maneuvers to anI part (t)’ ﬂa;n Soma t?"’c“‘g’f’?*“?s
- -Others involved in a failed business . boost the stock of a firm Hugel once checkglventotheS nate” . S
yenture: were “reviewed by Fred owned. Hugel has denied any wrong- - In the New Orleans case, Casey and
: F‘e’dmgvﬂ.le White House counsel doing in the case, which is unrelated the other directors las: a bid to claim
Wwho examined financialdisclosure to Casey's business venture, part of the assets of he failed firm. A .
: 'data'on*pqtenna_]_nommea_as_last year Reagan expressed full trust in ruling against the claim had beenr |
for-'th?_-'mcommg “administration, ) Casey Wednesday and said, “There is sought by a courteppointed lawyer
- according 10 deputy White House nocontroversy.” - - - - for the firm’s trustec as a penalty for
 PTESS secretary L‘?“’YS_P%P-_GS- L Yesterday, - Speakes said that he the directors, and it was upheld July-!
- "I think’ Fielding, .10 his .discas: knew of no change in Reagan’s opin-. 16, 1930, by a unanimous three-judge
.-S1ons with Casey, m’a_de‘a,‘d.emermi_na- Jdon. . Lo T ; panel of the US. Fifik Circuit Court.
oo that these cases; these pending - Speakes said :that Casey -had dis. ©of Appeals in New Or leans. .
-£ases, were not of sufficient nature to e uits.in inf ion h As a result, the $1¢ million remain>
ra'isetothePresidem,”Speakessaid.r” close_d,the_sun_s_;m‘ n;.qrmat_xon N i f M 11" ics® s divig-
-Proyvided to, the administration be: et ooty HIES” wissets was divi

"~ Casey, found in"a-May 19 ruling by hProvided 1o, the: administrat
.8 federal judge in NewYork 1o have -
‘knowingly misled ‘stockholders in

‘the.company, wes 21so & defendant in.

ed two weeks ago amnong the firm's
creditors, leaving no money {o repay
the directors for personal loans made
to the firm, according; ta the trustee's.

fore his CIA nomination was submit-
ted. Casey. was nominated to the CIA -
post after baving managed Reagan's -

2 year-old - federal “zppellate. court’ Campaign. . . ... Do : ’ - e 'w Or-
-Tuling in NeWT-MIwnpsptiiat ‘became "Bomg these. lawsuns';\,and-'l-think: %Zggfrpf—tfr.f}f““(’f.Nf—qur
“Known Wednesday.”; . .- o there are others in the New Orleans. C CaseY's atorney in o ey e
+ lnthe New Orleans ruling, ajudge’ | appeal ... were disclosed, and Field- 'togdézilsdatstgi?fgel ¢ &ec‘ﬁrggfgr ?(?Slt
-said that Casey and other directors of ing did discuss it with him [Casey) in $150,000 in the venturs He noted that
'8 now-defunct farming corporation detail,” Speakessaid. -~ e damage claims a ainst Case “and
-drove it “deep and deeper into debt” . "This information was presented to thergdirectors hfd“)ee di Y nd .
by managing it in a “pattern of self- ~the Senate committee [which held. 0 he New Orleans cas ‘rﬁxh_xsmxsse”
e confirmation hearings on Casey's In the o e e?nsc]z:te.. \ate Intell:
: * The judge denied Casey's claim 1o a. nomination} and they made a deci- Aspocesma.r:t ort “as?“am,“}r% +-
- portion of the firm's remaining as- sion that it was not sufficient to raise %ence lfm{('?‘ ee Si(lllj 5“? { has
sels. - oo - in the hearings and that's where the. eguptc ecdltnhgom'id’ S?‘;}C?Oé
_ Both rulings invoived Casey’s role Imatierstands.™” 77 T 7T - fec-‘;” Y ‘al;( i : }’)roc'n ;’H}?S ) FITE
F in Multiponics Inc., a New QOrlogn Rep. Charles’ Rose (D, N.C), a Spokesman, o ranc: 20 10 b ider:
Tirm that filed for Treéorganization’ member of the House Select Commit-_ iipf‘i)edsglaicrll'the Oa:; zﬁmgre:tédei?;
} under: the, Bankruptey. Act three tee on Intelligence, said Yesterday - knowiﬁg why :ge secgr,(y office did

! years after its founding in the late

| Joens “that the. allegations against . Casey: not.-uncoverHuge]ﬁ's business prob- ‘

needed to be probed'f‘very_car_eful-‘;; lems.. ... -
ly. Tt SRR e Ml .Asked if the White House would.
cooperate in any Sexate -investiga. -
ton of the Hugel and Casey maters,,

B I S

-Speakes sajd * "t come up here.”
: C|A-RDP91-00901RB%9\45QQ(‘139§.@ ainly the Senate -

Approved For Release 2005/11/28 . "has the right and privilege. to do -
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Iy Curt Matthews -
viashington Bureau of the Sunes. -~

» Washington—The personal financial
dealings of CIA Director William J. Casey
“zre sure to come up” today at a closed
sgssion of the Senate Select Committee on
Inielligence, according to a member of the
cpramittee staif. -

+ Two recently disclosed federal court
rilings against Mr. Casey for stock deal-
ings prior to his appointment as head of.
tie Central Intelligence Agency have re-
portedly raised questions- among some
mernbers of the committee about Mr. Ca-
sey’s remaining in his- sensitive govern--
rent post. o Ted

~ The federal court rulings critical® of

Mr. Casey, one in New Orleans and anoth-
¢z in New York, came to light in the wake

of the resignation Tuesday of Max Hugek

the CIA’s deputy director for operations,”

amid allegations that he, too, had engaged
in questionable stock market activities,
Mr. Casey, who had known Mr. Hugel
for oaly 17 months before insisting upon
his appointment as chief of the CIA’s clan-
desiine operations abroad, has come under
eriticism for failing to check more thor-
oughly inte Mr. Hugel’s background befora
naming him to one of the most sensitive
posts in government, )
“Mr. Casey is not on the agenda for
tomorrow’s meeting,” an intelligence
committee staff member commented yes--
terday. “It’s a routine business meeting.
But I'll fall over in a dead faint if someone -
doesn’t bring up the Casey matter.” -~ -
Senate Republican leaders have mioved
gingerly around the subject of Mr. Casey’s
background and his role in the abrupt
departure of Mr. Hugel, but several Dem-

ocratic senators are said to be interested

in learning more about recent events at
the CIA,

The two court rulings against Mr."
Casey stem from the same case and in-
volve his role as an officer and promoter
of a now-bankrupt firm called Multipon-
ics, Inc. ‘A federal judge in New York
ruled May 19 that Mr. Casey had cooper-
ated with others connected with the firm
to omit and misrepresent facts presented
to potential investors. Tz

Last year, a federal appeals court rul-"
ing in New. Orleans, upholding another

group of investors who had brought ‘suit |

against - Multiponics officers,  said Mr,.
Casey and his associates in the firm drove

the corporation “deep and. deeper into |

. - However, Mr, Speakes said ‘tile Whnt

. there is no controversy.” )

17 July 1981

Dealings of C1A’s Casey held ‘sure to
‘come up’ when senators meet today

debt” by managing in a “pattern of sélf-in
terest™ - - C

Yesterday, Larry Speakes, deput
White.House press secretary, said Presi
dent Reagan had not been informed abou
Mr. Casey’s legal problems before pickin
himtoheadthe CIA. = . ..o

e b

‘House counsel, Fred Fielding, and othe
“top aides- did- know about Mr, Casey’
background and decided the stockholde:
suits’ that had been brought against hi
did not warrant consideration by th
president. - :

. Mr.-Reagan has expressed full trust in|
Mr. Casey, saying on Wednesday that

Mr. Speakes said Mr. Casey had dis
closed the lawsnits pending against him i
information submitted to the administra

tion before his nomination was submitted

in February for confirmation by the Sen-
ate. . :

“This information was presented to the
Senate [intelligence] committee and they
made a decision that it was not snfficient
to raise in the hearings, and that’s where
the matter stands,” Mr. Speakes said.

However, when the Senate inteiligence

-committee considered Mr. Casey’s legal

problems earlier this year, it was before
Mr. Hugel's controversial departure and
before the May 19 court ruling in New
York supporting the allegations of impro-
priety against Mr. Casey. .

“It's agreed by both sides [Republicans
and Democrats| that this is a matter that
ought to be discussed,” said Peter Smith, a
press aide for Senator Joseph R. Biden, Jr. |
(D, Del.), a member of the intelligence.
committee. - . - Lo .

" Some-House members also indicated
they favored a review of Mr. Casey’s deci-
sion to hire Mr. Hugel and of the CIA di-
rector’s own personal finaneial dealings. .

Representative Charles Rose (D, N.C.)
a member of the House Select Committee
on Intelligence, said yesterday, ™I think
the committee is going to have to take a.
look at what this has done to the director’s
capacity to continue serving as-the na-
tion's chief intelligence officer.”

Meanwhile, in New York, Mr.. Casey’s.
personal lawyer, Milton Gould, said the..
CIA director had lost money—$150,000—
in the Multiponics venture, and noted that.
despite the court’s criticism of the firm’s
management, the suit against Mr, Casey
and other directors of the firm had been

- settled the case out of court by agreeing to
-pay the plaintiff $8,000.

dismissed by the New Orleans appeals.
court. o et

-t
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© . If the allegations result in further con- .
gressional inquiry, it will not be a new ex-
perience for Mr. Casey.
. ..In 1971, when former President Rich-
ard M. Nixon appointed hiun chairman of
the Securities and Exchange Commission,
the Senate Finance Committee initially
confirmed his appointment but then re-
opened confirmation hearings to allow Mr.
Casey to explain a numoer of lawsuits
brought against him for violation of se-
curities law in the 1960s. ' ) -
The suits had not be disclosed in his
brief initial appearance before the Fi-
nance Committee. One suit, brought in
1362, charged that Mr. Casey helped sell
an unregistered stock in a firm called Ad-
vancement Dgvices, Inc.. a New York
-firm. Mr. Casey was a director and princi-
_pal stockholder in the comoany.

The plaintiif in the suit. a stockholder, |
sought relief totaling $10,000, Mr. Casey

In 1965, Mr, Casey-and several other
officers and directors of a1 New Orleans
firm known as Kalvar Corporation were
charged in a stockholders’ suit with giving
misleading information about the terms of
a proposed acquisition by Kalvar of anoth-
er firm, S. 0. Systems, nc., of Buﬂin—
game, Calif. - ;o

Other matters regarding Mr. Casey’s |
background that became of interest to the
Senate Finance Committee after his con-
firmation hearings were reopened in 1971
were cbarges of plagiarism in writing a |
book on tax law. c ]

Mr. Casey. had initially told the com-
mittee the court record of the suit had:
. been sealed on the initiative of the judge:
who heard the case, which was sett:l'ed5
when Mr. Casey agreed to pay an India-
napolis man $15,000.. ., . . Lo

However, research by Senator William
Proxmire (D, Wis.) disclosed that it was
Mr. Casey, not the judge, who insisted that
the record be sealed. After testimony by |
the judge before the- Finance Committeg,
" Mr: Casey said he had been wrong in his

initial testimony. | - : o
Despite the controversy surrounding
- his - appointment, -Mr.. Casey was con-
firmed as chairman of the SEC... ~ :-.w

{b%
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Mr. Casey continued, however, to gen-
erate controversy. In 1974, he was a pros-.
ecution witness at the trial of former At-
torney General John N. Mitchell and for-
mer Commerce Secretary Maurice H.
Stans. The two Nixon cabinet officers
stood trial in New York but were acquit-
ted on charges stemming from a secret
cash campaign contribution by interna:
iional financier Robert L. Veseo.

Mr. Casey testified about attempts by
John Dean, a former White House counsel,
to tawart an SEC investigation of Mr.
Vesco, :

Later, when-the House Interstate and
Foreign Commerce Committee tried in
1974 to review SEC documents regarding
a controversial merger between Hartford
Insuranice Company and International Tel-
eohone & Telegrapn Corporation, Mr.
Casey sent the material to the Justice De-
partment--an attempt to block further in-
vestigation of the merger, according to
then-Representative Harley Staggers (D,
W.Va.), chairman of the subcommittee
probing the transaction, - .
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It is perplexing why the Reaganadministration
- ever approved the appointment of former Reagan
campaign aide Max Hugel as the CIA's deputy di-
rector. of operations, one of this colintry’s most sen-
sitive intelligence posts. That the administration
did so when Mr. Hugel's ceredentials for the job
were woefully inadequate is"incomprehensible... 4

But it is perplexing and incomprehensible only

until one- considers who recommended and ulti-}

mately appointed Mr. Hugel to the job: CIA Direc: - -

tor William Casey put Mr. Hugel in charge of the’
~ agency’s clandestine operations, and:considering’
recent reports which reflect on Mr. Casey’s integri
ty, the whole Hugel affair is not So surprising. -

Under Mr. (?asey’s stewardship, the CIA- has
become increasingly politicized. The Hugel case is<
a good examnple. When Mr. Casey appointed him to*
tie deputy directorship, the intelligence communi-
ty was dismayed because of Mr. Hugel’s lack of
experience. In the past, the position Mr. Hugel was
given had gone to career. CIA peopie or outside ex-

investigation into his past was but a skimpy seven-

day affair, and we can only assume that it some- .

how failed to reveal the serious problems that have

since hurt the agency’s credibility and Jed to Mr.

Hugel’s resignation.” - - v
1]

~ McNell and Samuel F. McNell of having provided -
their securities firm with confidential information*
- about his company, with improperly funneling
+ $13L,000 into the firm and with helping them use
their firm to improperly boost trading in the stock
issued by Mr. Hugel's company, Brother Interna-
tional Corp. - . . . ‘ SR
- The Hugel story is a blot on the integrity of the:
- Reagan administration,-but the rest of the story is"
- even sorrier. Whereas Mr. Hugel stands accused,
Mr. Hugel’s former boss has been found guilty of
improprities, - . - DT
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Federal Judge Charies E. Stewart Jr., of the

-Southern District of New York, concltded in a May |
19 decision that Mr. Casey, while a member and -
the secretary of Multipenics Inc. in the late 1560s,:

knowingly misled investors in a 3.5 million fund-
raising drive for the New Orleans company’that
has since gone out of business. Moreaver, Mr. Ca-

sued, and the
seek damages.

sey has been chastized for his involvement in Mut-
" liponics. Last July, another federal judge, Alvin
- Rubin, ruled that Mr. Casey and his feliow officers

* in Multiponics — each of whorn had miade personal

loans to the company — should go tn the back of
the line of creditors when the company filed for re-

- organization under the Bankruptcy Act because |
perts — not. political buddies. But in Mr. Hugel’s 7

.case, cronyism won out; even the CIA background | tors and the officers of the company v-2re responsi-

management decisions made by the board of direc-

ble for the company's failure.
, g

i

really had no choice -— he could either resign or be
fired by order of the White House. And that's ex-

actly how Mr. Hugel's case should have been han- -

dled. A person in a sensitive positior such as the
one Mr. Hugel held at the agency shculd be above

reproach -— the person should even t« above any -

~ appearance of reproach. R

"= But what-about Mr. Casey? He admitted mis-
stating facts, and he now faces more than accusa- -
tions. Judge Stewart ruled that Mr. Casey was in- -
volved in improprieties, and Judge Rubin decided °
d mismanaged a company. And -,

that Mr. Casey
. yet Mr. Casey remains director of the CIA.

R R (TN
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sey has even admitted that he made misstate-
++ments to investors. - C
: What Mr. Casey and Judge Stewirt are really ™
saying is that Mr. Casey lied; for that sin, he was .
plaintiffs in the case will probably

The New York case is the second time Mr. Ca- .

~ Mr. Hugel, although he protests tis innccence,
- has resigned his post at the CIA. Acco-ding to what
_ o > government: sources told The Washington Post, he

Mr. Hugel has been accused by Thomas R.-
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