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THE CIA AND ITS PROPRIETARY NETWORKS

An understanding of the role of the CIA and of its numerous
proprietary companies can not be obtained from}’a simple
study of those proprietaries alone. The CIA's proprﬁe-
taries are deeply involved with the Department of Defense.
They are involved with other departments of the Government
and they are involved with many other governments.

In some cases the relationship is very complex. The CIA
may have a military unit which is a cover unit and that
unit may deal with a proprietary which in tprn'will deal
with some legitimate company. The 1egitimaﬁe company

will think that it is dealing with a private firm or with
the DOD directly where a military contresct is involved..

In aznother case a CIA proprietary may gain a contract from
the DOD and will utilize that contract to service the mili-

tary and at the same VYime to service other companies. In

so doing the private companies will not know that they are

dea)ling with the CIA and not the DOD.

In another case a CIA proprietary may use its CIA connection
to get something from the DOD which other companies could |
not get, thereby gaining a competitive advantage over the
othets. In so doing this device may be used-intentionally
or unintentionally-to destroy the competition.

£nd then in certain rare cases, but in some most important
cases, an outside company may leann that it has been outbid
by a proprietary. 1t may learn th4$ through its own de-
vices and contacts or it may acquii@ such knowledge from

a lawyer who has had special knowiedge of such activity.

In that case it may inform the DOD that if it does not get
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n equal or better contract it will blow the whistle.
This type of "National Security" blackmail is most effcctives
The outside company will get a contract znd then may con-

tinue to use that kind of blackmail year after year.




CIA's proprietary business is very large. Some of SitsNpie=
prietaries' activities are concezled deeply within major
companies, which cover for the CIA and in return get favors and
inside assistance. This could well be the.subject of a complete
study. Even beyond the search into proprietaries the study could
look at what the CIA does with the rather large sums of money
which it earns from these proprietaries. The CIA uses a "street"
name and buys and sells as other big investors do to manage these
vast funds. The street name most commonly associated with the
CIA is "Suydam". Funds of this nature are of course not Federal
Funds and are not subject to the usual controls. Huge sums arise
from the sale of proprietaries. We do not know where they go,
nor do we know if the sale means a bona fide separation from the
CIL or Jjust another cover arrangement. The CIA depends upon some
of these funds for "laundered" money.

Few people have evér had a real opportunity to understand
how the CIA utilizes money. The CIA .gets "what money will buy"
maﬁy times without the actual expenditure of funds. It makes
liberal use of the provisions of the National Economy Act of
19%2 as amended in order to acquire goods and services from other
agencies at no cost or at nominal cost. The "horizontsl" move-

ment of money where the CIA is involved is a little known

specialty.
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In order to provide some background for all of this it may

§

be well worth while to provide some background a2bout the DOD/CIA
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relationship and its role within the government, industry
foreign affeirs.
Before 1955 the U.S.Air Force had a policy for providing

support of the clandestine activities of the CIA; but 1t was re-
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latively informal. It was based upon a letter: coded DAF 53.
In August of 1955 1 was directed by the Director of Rlenstisilg
USAF to assemble all pertinent files and records and to draft a
formal set of policy papers for the special support of the clan-

destine activity of the CIA. I had participated in clandestine
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certain activities in Saudi Arsbia, Russia, Turkey and had been
at the Cairo and Teheran Conferences. During the Korean Var
period I was the Commander of aﬁ Air Transport unit which was
responsible for certain operations throughout South Asia smong
them providing support for the CIA in India, Thailand, Vietnam,
the Philippines and Okinawa. I had background for this special
work before 1955.

I was able to assemble a rather voluminous file dating
from 1946 and 1947 through 1955. Some of these papers were in
the handwriting of General Vandenberg who had been Chief of Staff
of the Air Force and who had been the Director of the Central In-
telligence Group before the creation of the CIA. Other papers
were the original NSCID's dating back to the forties and by far
ﬁhe most important papers were the Report to President Truman on
the CIA, dated Jan 1,1949, made by Allen W. Dulles, William H.
Jackson and Mathias Correa. Later directives were some irfthe
handwriting of President Eisenhower.

One of the most pertinent of these papers was a long
letter directive signed by the then Secretary of Defense Louis
Johnson, in 1949 which estabtlished DE€D policy for the operationsal
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and logistics support of the clandestine activity of the CIA.
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(NOTE: This use of words is to differentiate the clandestine
S .

operations of the CIA from its Intelligence mislon which was

not given this specizl status.) The principle point of the

Johnson directive was the DOD would do everything possible to
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A but only after it has been ascertained without
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doubt that approval ach preject hed been granted Dby the NSC
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agreed to reimburse the DOD for
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and then only after the

11 out-of-pocket costs incident to such support. It also auth-
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orized elsborate personnel support of the CIA on an assigned and
attached basis.

National policy regquired that no clandestine operaticn
would ever be undertaken which could Mot be plausibly disclaimed
by the U.S.government in the event of faifiure or comproﬁise. As

a result all clandestine operations were designed to be small,
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very closely held snd whenever possiblegone-time.

Needless to say, although my visible role was to provide
wilitary support for the clandestine operations of the CIA, my
real role was to keep the military informed of what was being
done in this rarified atmosphere, its cost and to emphasize this
requirement for the ability to plausibly disclaim any operation
which involved military support--—at all times.

With all of this material and with the assistance of
selected officials I was able to prepare a draft for.support
activities which was ready for Air Staff coordimation. The
report was about 50-60 pages in length and was coded:TAB-6. It
was coordinated throughout the Air Force in the States and over-
seas and in addition to each Commanding General one other officer
was designate to handle "TAB-6" matters. General Thomas D. White
was Chiefzfof Staff of the USAF at that time and my boss was
Gen Richard Lindsay.

When the Alr Force policy had been made oificialy G as
arfanged for me to meet with'Allen Dulles and his Deputy,Generél
C.P.Cabell. They arranged for me to have a very thorough and
continuing briefing on all CIA matters involved. The CiA was
pleased with this policy and Ir Dulles suggested that there be
a single "Focal Point" office on the Air Staff. This was my
office and I was its chief from 1955 through 1960.

1len Dulles arranged for me to travel around the
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n 1956
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world to visit a considerable number of his overseas offices 1n
the company of one of his officials. This was my first official
visit to a number of these places and I went back to many of them
during the next eigﬁt years.

In 1960, at the request of the Secretary of Defense, Thomas
Gztes 1 was transferred from the Air Force to the Office of Spec-
izl Operations. This senior office was responsible for all
contact between the CIA and DOD, smong other things. At that
level I performed much the same duties and functions there as 1

had done in the Air Force only then it was for all services.




After the Kennedy inauguration I continued to work in the office
of the Secretary of Defense, Bob McNamara for about a year tintil
General Earle Wheeler, who was then the Director of the Joint
Staff suggested that the military support of the CIA might best
be placed on the Joint Staff level. This request was granted and
in 1962 1 was transfe;red to the Joint Staff and provided with

a Navy and Army counterpaf% along with secretarial assistance.

My first duty there was to draw up a Joint Staff policy
paper very much like the one which I had created for the Air
Force. This was done and it was approved by the Chiefs of Staff
ond officially "Red Striped". An office similar to mine in the
Jdcint Staff Wal% established in most major commands overseas and
in the Army, Navy and Air Force.

In the nine years which this period spanned many of the
things which have now become quite well known as "CIA activities'|
meaning clandestine operations rather than intelligence chores,
took place. For example, the very first meeting which I attended
with CIA officials in 1955 involved fbe origins of the wvast P2V-7
program which became a world wide ELINT, radar and surveillance
project. The Indonesian project, Tibetan programs, the.Bay of
Pigs program and many others all got their first military support
from my office. Gradually a system developed which resulted in
the DOD being--in effect--a proprietary partner of the CIA.

My office processed and supported the assigrment or attach-
ment of thousands of military personnel to the egency and in
support of the agency. It estzblished and supported more than
one thousand military cover units which were created for the sole
purpose of providing cover for the CIA.

This became a particularly irmportant acfivity. For example

rivate companies which did business with these "military" units

t

thought they were dezling with the military when in reality they
were dealing with the CIA. 1In some cases this led to major con-
tracts and in certain cases these contracts were let without the
customary and required bidding or amending procedures normal to
the DOD system. of course, in keeping with the old directive pro-

mulgated by Sec Johnson and up-dated thereafter, the military
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sought reimbursement for all funds expended. But in some cases
due to security precautions they did not know what had taken
place and in others they could not take action with out expos-
ing the CIA. Some competitive, non-proprietary companies
learned gbout this system and took advantage of it. They used
this quiet undercover relationship for leverage. As small com-
panies learned this, larger ones did and this got to be quite
*idespread and led to a most unique method of procurement.

In another twist of this process the CIA would put its
own asents into "military" units and in some cases would have
them recalled to active duty so that they could serve in uniform
with rank. Then the CIA would ask the Defense Dept to reassign
these people to other Jjobs with other federal departments and
agendies or even out into industry. Obvibusly the gaining org-
anization did not know that the DOD was serving as a proprietary
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of the CIA. This led to many complicated situations especially
when-a CIA agent, wearing’the uniform of the armed forces was
given a responsible job in the FAA o¥ other such policy making
organization.

This got even more deep-rooted after the original "deep

cover" assignee was replaced and another took his place. By that
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ime no one would know that the original "slot' had been created
for the CIA and the new incumbent would be completely unidenti-
fiable to anyone as a CIA agent.

This required elaborate money arrangemgnts which my office
was responsible for arranging. The salary such persons drew from
the military would be blanked and the msn would turn in his
military check. He would be paid by the CIA and the military
woudd be reimbursed--on paper to keep the record clear. Then it
bécame more complicsted when the individusl would travel on
rilitary orders and incur expenses against the DOD all over the
world. )

In many cases we would keep three files: the individual's,

his CIA file and his military file. We would do our best to keep

Lhem all up to date and to plug the holes.




i

With all this activity it was inevitable that my office
would become increasingly involved in the CIA proprietary pro-
gram. We handled hundreds of contf%cts with companies of all
kinds, with ailrcraft companies, with air lines, with maintenance
organizations, with brokers and universities, with sub-contractors
and with innumerable small deals of every kind. Out of all this
came the "Air America" enterprises. (Air America will be used
here generically. Actually there is a whole hierarchy of
companies under the Pacific Corp and other arrangements.)

Air America is not unknown; yet there are perhaps no more
than two or three people who really know how extensive what we
shall call ”Air hmerica'is and how far reaching its activity.

At one time we had records in my office, and I am sure they were
not comprehensive, of more than 100 organizations which were in
some way or other related to Air America. It may be said that
Alr America, in total was one of the largest airlines and air
support organizations in the world. At one time Air America had
7o DR = e ke

<> base factlitles in the Far East which had more than 4,000 men
~on each one. ‘€an any other airline say that?

There are Air America affiliates all over the world. Air

America works in Europe, the Far East and the Middle East. Air

America crews and alrcraft played a significant role in the Bay
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f Pigs progrzm and in such things as the Indonesian and Tibetan

§

Lir America had the capability to maintaln alrcra
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211 kinds and more than that it could make aircraft parts for
most of its own aircraft. It had the design drawings reguired
to meke all parts of‘such aircraft as DC-6's. It could build
complete aircraft in order that it could create a totally sani-

tized airplene with no serial numbers, anywhere in its entire

structure---not Jjust the tail number, for operational purposes.

Ul

Air America was an elaborate corporation. The best in its busines

in the world. It would surprise this committee to have a listing
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of how Air America acquired all of its aircraft and then fer this
committee to be able to go over that "sanitized" list to find out

how Air America actually obtained its aircraft and its other
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apital asscius. It is significant to point out that these
advantages which accrued to Air America gave it an enviable com-
petitive edge in the zirline, air maintenance and even in the
menufacturing and sub-component business among its peers.

There came a time when the Pacific Corporation, Air
America's gillt-edged parent, was being formed that the CIA wanted
to regularize and formalize many of its activities. One of the
things they were greatly interested in was the prbcess of bidding
for military contracts both airlift and maintenance. The presi-
dent of Air America and I worked together for quite a period of
time on the draft of an importaﬁt letter which was to be signed
by Allen Dulles and addressed to the Secretary of the Lir Force
with the suggestion that Air America be informed of every reguest
for bid for either airlift or air mainbtenance contracts and that
Air America be carefully considered when such bids were being
awarded. VWe were careful, on both sides, to see that the letter
was not a firm commitment and the Air Force was careful to see

that no explicit commitment was inferred.

>

ifter careful preparation the letter was signed by Allen

Dulles 2nd cdelivered to the Secretary via the office of the Dep-
uty issistant Secretary for Civil Aviation. (It should be noted

that the office of that official was Pentagon Room number 4E8Y1
and that the office of the Secretary of the Air Force is also
listed as 4E871. No other such official had the same room

%

number as the Secretary. Actually that room is the office of

H

the Secretary's receptionist as was physically acro8s the hall
from the Secretary. 1t also happened that the incumbent of
that office was an officizl of the CIA.)

Because I had worked on the developMsnt of this letter 1

was directed to prepare a reply for the Secretary's signature.

In general the Secretary agreed‘with the suggestion from Allen
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proprietsries with on-time information requisite to bidding

on such contracts. Air Ameriéa and other proprietaries recieved
many important a2irlift end aircraft maintenance contracts even

2zt 2 time when this meant omitting other small cerriers from
contracts which they might otherwise have expected to win.
With the fuvlfillment of these contracts Lne CIA was zble to mzke

:se of such flights for its own operational purposes and more
importantly to give the appearance that Alr America was a healthy
end normal hard working airline zmong its competition. |

In the Far East this close relationship blossomgﬁf;to
the period of the Vietnam War when Air fLmerica and its number-
less affiliates rezeived tremendous contracts involwing them in
2ll zspects of the war. But 1t was not always that way end on
one conspicuous occasion our letter of agreement with Allen Dulles
ng

ceused the Lir Force some grief. Du that partic&iar period

i

up for bid in The Far Esst. In spite of thig"

itgbid. This cauvsed some bitter complaints from the others.
One in perticular came to the Pentagon and requestied a discussion

ary. alling success with that ploy the next step

was to vielt the law offices of a prowinent firm across the

3 3 2 59 T oaA A 3 s S < &
blackmail, it was so good it had to be repested.s DSuch were
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the vegeries of this tyre of under-ile—clcazx dezling.

I contirued this unusual work which had bpegun in 1955
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It is guite rutide to attempt such probing around in
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the quagmiic of thet Pwrlod>(specially since it was a major
part of'the profession to obfuscate everything snd evcecrywhere
as a matter of expertise. Men who might truthfully swear that
they took part in such and such a mission ﬁould be wrong be-
czuse they would have no way of knowing that the part of the
mission they worked with was only the uwbrella portion and

nd launched never were intended to

‘"D

that the men they trained
go enywhere anyhow.

Even some who served with military units never knew that

thety units were really fzlse ardthey were sifaply maintaining
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1elicopters or keeping records for the C
BPut there is a way to get to a full understanding of

hings The law of this country spells out in
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ine detall the duties and responsibilities of the CIA. 211

that is necessary is to ask the CIA whet 1t has done in accordan
with the law--2 lzw which i§ »ltircately uncomplicated for one who

resds 1t with skill ané care. Sang next it 'is sipple Ho srrence
with the CIA that i1t will be funded explicit f ch Jear to ¢o

certain things of importance 4:vtnis government and ite welfzare

the DOD for thiose nine years znd we knew what was going on.
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