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NEWS SUMMARY JANUARY 30TH 1987
EDITORIALS:

ND~ "Pulicy Paralysis”: President Reagan hus spohen loudly and

carried a wet noodle., The U.S. must develope a believable policy

to combat terrorism. There a multitude of reasons why a .
superpower has difficulty resorting to force in the Middle East.

The U.S. is not in the same unambiguous position as Israel, which

is in a literal state of war with the nations that employ

terrorisis against it. Being a superpower should not be an excuse

for paralysis. U.S. policy should be coldly calculated, measured,
proporticnal and unyiclding.

NYP - "German Honor on the line": The West German’'s must resist
temptation to use the America's Iran affair mistakes as an cxcuse
to silrike & deal. For its own sake and that of the West as a
whole, Bonn must stand firm.

COLUMNS ¢

NYT -Timothy Ashby-ipolicy analyst with the Inatitute for
Hemispheric Development at the Heritage Foundation) "The Contras

Need Us": The Irnpg controversy serveg only as a diversion from
the Fiy jaaie: ing sure the contraz win. The contras
{framowork for victory =shot ating and holding .

territory; Military strength and capability Lo accomplish it;
establishing a provisional governmeni in eastern Nicaragua., The
Nicaraguans nced more than just equipment and training from the
U.S. they need confidence that the U.S. is on their side.

DN - Nelson - "A_E2g%gn_;n_ihgh:ughuuu;jygj: A fellow came by the
other day with one of those truly tragic visions of our time: a
practical-sounding solution for the Israeli-Palestinian dispute,
The solution offered by Hana Siniera calls for the eslablishment

[ —————a - prep g SEeT R TR S LE R B LR RS TEL e AL ¥ omi

YTy

o
o= 1 St
s ——— et b e e et kol g — i e e TR+

Cirnly it QM0 D ledBA L ™




of a Paleatinian statr - a seperate country wWith a Tlag, piassporis
for its citizens, n sealt in the U.N.- located on the West Bank of

the River Hordan and Gaza strip, He is scchking a long term :
solution for his people, and is watching Israel, Jordan, and the
Reagan Administration let the issue fester.

NYP - Rabinovitch - "Job Open: Martyr in Beirut": Hostages
families receiving once sympathctic mail, find 1t now decidedly
hostile. What were these pcople doing there. Their families
portray them as idealistiec bridge builders, but it doesn't wash,.
Suggestion: open an Institute for the Root Causes of Terrorism and
house it at the American University.

NEW REPORTS;: 0790/ %6/33 - 4

SENATE REPORT:

NYT - Pg. 1 - Rosenbaum - "Senators Chuarge a Web of Deceit in the
Iranian Affair”: The Senpate Intelligence commitiee report
indicates that Reagan ufflnialn deca%ygg one anolher as well as

Congress, and some profits om_the NS -rlcs ma v have been usecd

h}'r"'ﬂﬂ_sraell o : for rnqlmgtﬂ does not spreity” .
the projects. Apparcently some money was nlsn deposited in

accounts controlled by Richard Secord, former air force major

gcneral, and two retired CIA agents. The rcport disputes the

presidents claim that the sale of arms was to establish

connections with Moderate Arab elements. It was clearly for

obtrining the release of hostages. A CIA memorandum received by

the panel raised the possibility that Amiran Nir received 32

millzﬁﬁﬂfﬁhfﬁﬁﬁ“fﬂ?ﬂtﬂ‘ﬂﬁﬁﬁﬁﬁ??ied_Lgr ;e. The report raised
hera

P ey

quastlgng ah;;uﬂﬂﬁmmﬁ?ncﬁ' Gepner i Meese. Se¢en. Boren said
the report showed "serious problems in the foreign policy is
made."” (NYT cabled in full) (ND -"Report Regan knew early on", ND-
"Iran-Contra Link Detailed", DN-"The Tangled web”, DN-"Sleaze and
stupidity", WSJ - "Arms- Sale Profit was Diverted to Contras Since
Early '86, Scnate Inguiry Indicates”

NYT - published key scctions from the report

NYT - The triad America Corp. cornerstone of Adnan M., Kashoggi'
empire has filed for bankruptey. It listed in court assests of .
$116.5 million and liabilities eof $50.1 million.

N¥T - Shcnon - "Contras Are Focus of 7 Investigations": The FBI
wants to know what happened to $27 million for non-lethal supplies
for Contras approved by Congress in 1985. The General Accounting
Office is investigating what happened to funds from the Iran arms
sale intended for the Contras. Other investigations into
smuggling arms, traffiching in drugs, laundered money,

MYP- Flick - Reagan's Pnb1nﬁt memherw have threatened to quit it

{ Feetanff Eegan g ok fir

Ml Frdmebparn - The White House belatedly confirmed Pres,. Remgan

Aot
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'ﬁmnribh:‘i}- and Bent a _!'b'-ihlle tc'; Irun. ¢ A &fféf.l"fhﬁ:;_ﬁiﬁlﬁ'HB,S‘ n
part of the unsuccessful attempt to free hostages. The signed
bible was requested by Poindexter.

HOSTAGES : 0790}""‘5 /'.11?7 d_?,);,-

NYT- Sciolino - "Sec. of State Shultz said that lran had strong
ties to a Zroup responsible for kidnapping threc American
tenchers last weck in Beirut. This was the first Lime the

Administration linked lran with the kidnappings. After the arms
gnle was disclosed the President said that there was no recent
cvidence linking Tran with terrorism against Americans. Shultz
called for a prompt decision from West Germany on extradition
charges of Hamadel. { DN

Photo- All papers carried a photo of hostage Robert Polhill
with guns pointed to either side of his head. Front page of
Newsday. The photo was release by a group called Islamic Jihad
Organization.

ND - As the U.S. Navy stcams toward the Lebanese coast, Broups
holding hostagcs say they will die if the U.S, military hits
Lebanen. (NYP)

MIDDLE EAST:

wsJ - Fimlka - '"How Iranian Dealers Buy Arms of All Sorts
Through British office”: 4 Victoria gtreet, London houscs the
bhiggeat network of private arms dealers in history. The logistic
Support Center for Iran'a military gervices., U.S5. intelligence
estimates it spends $3-%4 bhillion a Year. {cabled in full)

NYT- Kifner "Moslem Parlev Ends Without Resolving Disputes’:
Conference of Moslem leanders mecting in Kuwait ended today. One
resolution from the meeting condemned "“eriminal terrorism” nnother
called on the U.N. to define terrorism. The conference was
divided., Egypt scemed to gain the most just by attending {or the
first time since 1981. Hussein had a setback when Saudi Arabia
gave $9 million 1o revive the Jjoint P.L.0.-Jordanian Fund, {ND)

WSJ] - Rosewicz- Persain Gulf states are looking both to radical
telamse—fran and moderate, militarily powerful Egypt. None of this
official. The Gulf states heenly support lraqg and blacklist Egypt.
However, they are eyeing their alternatives. Egypt’'s reemergence
has been bolstered by Saudi and Kuwaiti conlributions to the
countries financial problems. Egvpt's growing strength is a
counterweight to Iran.

ON - Jackman - Iran hos suffered huge casualties in its offensive
against Basra., Pentagdon spokesman said there is no imminent
danger of Basra falling.,



DN- West Germany sent an envoy to Tchran te ask for help in
releasing two German hostages

OTHER: 0790 f}%{:/?’& %

i
NYT - Hungarian Jewish leaders appealed to Mayer Kouch for
financial aid from Amcrican Jews to maintain Jewish lifc in the
country. Hungary has about 100,000 Jews, the largesi community
after the Soviet Union and France.

MEDIA NOTES:

NYT - Charles Gibson will retain duties as a political
correspondent and sometimes host Nightline while anchoring Good
Morning America. He is being paid $B800,000 a year, David Hartman
was getting $2.1 million., (DN}

NYP - Wiht a $3 million buy out Roger Mudd moves from NBC to
"MacNeil-Lehrs r Newshour". The relationship between NBC and Mudd
had become rocky. (DN, ND)

DN- Kay Gardella - The" Today" anniversary show was a bit too
much. Too much back patting, The anniversary progrom is bland.

X X
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- War Center

- How Iranian Dealers
- Buy Arms of All Sorts
Through Bnitish Office

They Spend $3 Billion or More
A Year on Iraq Campaign,
Much for U.S. Weaponry

An Alleged Israeli Connection

By JuHn J. Fiapxa
Staff Reporter af Ty Wall STrEET JOUHNAL

LONDON—What may be the largest
network of private arms dealers In history
operates here out of a modern office build-
Ing al 4 Vietoria St., next to Britain's De-
partment of Trade and Industry.

In it is the Logistics Support Centre for
Iran’s military services—an agency whn:-;er'
secretive business has involved a wide
spectrum of weapons dealers, ranging
from thieves and confidence men to agents
of the British government.

Spending what U.S, Intelligence people
estimate at §3 billion to $4¢ billion a year,
Iran’s arms buyers have faced repeated
policy foul-ups, chronle problems with
overpriced or faulty equipment and highly
publicized Weslern embargoes on Iran
bound arms shipments, Nonetheless, they

ARy phan &#&l]“@, -
LI A

have managed to ship Iran a mountain of
military supplies, which now are being
used in a major attack on Iraq.

“It has been a crazy sort of war, where

they've had to save up for every battle," |

explains Hamilton Spence, the managing
director of Interarms, Britaln's largest pri-
vate dealer in military weapons. He adds
that Interarms itself decided to stay out of
the Iran arms trade o protect its arms-
dealing licenses here and in the U.S.
Amazing Quantitles

Mr. Spence and other arms dealers who
have seen the monthly shopping lists circu-
lated here by Iran's Logistics Support Cen-
tre say they have been amazed at the
amounts of weaponry that Iran has been
able to buy despite the embargoes imposed
by the U.S., Britain and other European
countries.

One Item that appears every month is
an order for 150,000 rounds of 155-mm artil-
lery shells, nearly $40 millton worth. **That
has to come from a NATO country,” an-
nthﬁr arms dealer says, "You can't ship
such large amounts of material unless the
goverriments SBhcarnid are b fed," &|-
ther actively or by turning a blind eye to
what is going on."

Western intelligence estimates say the
Logistles Support Centre, In a building pri-
marily known as the headquarters of the
National Iranfan Oil Co., buys as much as
70% of Iran's arms. Very little of the Iran-
bound weaponry actually goes through
Britain, however, because most of the
deals are handled through telexes with off-
shore dealers, who then ship directly or in-
directly to the Mideast. The dealers use
shipping brokers, who sometimes mingle
arms bound for Iraq and Iran on the same
Ireighter,
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Iran's U.S. Ties

Irag also employs a network of private
arms dealers, but Iran's weapons-buying
efforts in Western Europe and the U.S.
have been much more extensive because
most of Iran's arsenal consists of fighter
planes, helicopters, radar and missile sys-
tems, artillery pieces, tanks and naval
ships bought by the former shah from the
U.S. and the U.K. during the 1970s.
~ The Khomeini regime's initial plunge
into arms buying here was disastrous. In
1981, the Logistics Support Centre an-
nounced that it would require arms dealers
10 put up 10% of the cost of each order and
that the money would be repaid only after
Iranians had inspected the weapons.

Most legitimate weapons dealers found
the terms harsh and unusual, but Behnam
Nodjoumi, an Iranian expatriate, agreed to
sell the center 8,000 American-made TOW
antitank missiles. According to govern-
ment prosecutors, the deal was an elabo-
rate fraud. Three Iranian colonels sent to
Belgium to inspect the ''misslles” were
kidnapped, along with two Iranian diplo-
mats and a banker in London.

Convicted of Fraud ‘ |

Scotland Yard broke up the gwindle a |
few hours before the center was supposed
to send a multirnillion-doliar bank draft to
a numbered bank account in Switzerland.
Mr. Nodjoumi, who was described by one

" British investigator as "an old-fashioned
con man,’ was later convicted of fraud
and sentenced to 10 years in prison.

At about the same time, the cenler al-
legedly established ties with another expa-
triate Iranian, Saeid Asefi Inanlou. Accord-
ing to affidavits filed by .5, prosecutors
in San Diego, Mr. Inanlou developed a ring
of U.§, Navy civilian employees ar:d paid
them to steal paris for the Nlavy s F-14
“Tomcat" fighter from various Navy
slorerooms, including one on the carrler

USS Kitty Hawk.

) 0795/_-_};\

After F-14 parts valued at more than
$500,000 were allegedly shipped through
Mr. Inanlou to Iran, @ curious U.S. Cus:
toms Inspector in Los Angeles opened a
box labeled ““auto parts’ and found an -
ertial navigation unit for the Tomcat,
which is used only by the 1.8, Navy and
the Iranian air force, The U.S. is seeking
to extradite Mr. Inanlou, who lives here
and has been indicted on charges of violal:
ing 1.S. export controls. An attorney for
Mr. Inanlou says he won't comment.

Iran insists that it doesn't buy weapons
in London. ‘*We don’t have any people who
handle this business,” an embassy spokes-
man says. In reality, observers say, as
many as 50 officers are negotiating deals
in the center at any given time.

Abby Ghobadian, a spokesman for the
¢ Please Turn to Page 12, Column !

Seyeral arms merchants say middle-
men posing as arms dealers are often used
1o - conceal government-0-government
deals, usually orchestrated by intelligence
agencies. Middlemen are also used to con-
ceal the bribery that seems inherent in
large weapons sales in the Mideast.

“Within a month after contacting a gov-
ernrment, you are likely to get letters from
three agents in that country wanting to
serve you," explains one arms dealer who
asks not to be identified. The agent, he
says, estimates bribes needed for officials
who must approve the deal. Then, the mid-
dleman offers an opportunity for the arms
seller 1o take a bribe, “He will say, "How
much do you need for local expenses?" "
After these calculations, a price is agreed
on, and formal negotiations with the gov-
ernment begin,

Many Middlemen

Although the U.S. arms deal with Iran—
which appears to have generated an unex-
pected windfall for U.S.-backed Contra
forces in Nicaragua—appears to have
some of these characteristics, watchers of
the Logistics Support Centre here say they
are baffled by the number of middlemen
involved. At the time, in 1883, the center
was desperate for electronic parts for the
U'S.-built Hawk surface-10-air missile and
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for wire-guided TOW missiles. According
to arms dealers here, orders for the two
systems had been on Iranian weapons Cir-
culars for months, apparently without be:
ing filled.

Some other Iranian arms deals have
used Jong daisy chains of middlemen. Ger-
ald McDevitt, a former alrcraft mechanic
who operates a small aireraft-parts busi-
ness in a London suburb, says he discov-
ered that he was involved in one of them in
January 1984. According to Mr. McDevitt,
he was to receive a box of American F-5
fighter parts, which he had ordered from a
U.S. company for delivery to & second Lon-
don concern that was supposed to deliver it
to a third. When the U.5. seller abruptly
. demanded a large advance payment, Mr.
McDevitt says, he was about 10 withdraw
from the deal when the money was sud-
denly wired by an unknown party to the
U.S. company. “'1 said, ‘Well, this Is all a
bit odd,’ " Mr. McDevitt recalls.

Things got odder when the box arrived.
It contained, not parts, but 52 pounds of
granulated dog food—substituted by a su-
spicious U.S. Customs inspector acting on
a tip that the parts were bound for Iran,

Mr. McDevitt told British customs in-
vestigators, who arrived shortly after the
dog food, that he had no idea where the
parts were going. He has since been In-
dicted by a federal grand jury in Chicago
for violating U.S. export conirols, but he
insists that he is blameless, I know nu-
merous companies that are doing a lot of
business with Iran,” he says, “'but 1 de-
cided not to."

Forged Docurients

Once weapons are located and pur-
chased, according to arms dealers, they
are often shipped to intermediate points
with forged documents called "‘end-user
certificates” showing that the ultimate
destination is an acceptable, nonbelli-
gerent country. Portugal Is often used as a
way station.

From there, according to arms dealers
and intelligence sources, the weapons are
taken to the Mideast, This Is usually ar-
ranged through Danish ship brokers, who
have a Jong tradition of shipping arms
. around the world. Officials of the Danish
sailors' union have estimated that as many
as 40 Danish cargo ships are involved in
the Iran-Iraq trade, including some ships

0785[77
that transported 1.8, arms to Iran from ls

rael. Denmark Is among the nations ban-
ning weapons exports 1o Iran gnd Iraq.

This las! segmen of the arme trade 15
also the mosi hazardous. Just ask Capl.
Thomas Screech, the foniner owner of the

British merchan! ship Sarah Jane.
According to his ship’s documents, his
last trip began in July 1982 at the port of
Setubal, Portugal, where he picked up a
crate holding 2,000 fuzes for 500-pound

bombs. The crate was stamped with U.S,

markings and shipped from a Long Island
company called Western Dynamics Inc,
The destination: Iran.

He then went to Valencia, Spain, to pick
up 300 tons of artillery and mortar shells
and small arms destined for Irag. Then {t
was on to a small port in Greece to take on
90 tons of hand grenades bound for Iran.

Much Cargo Activity

At Qadhima, a Saudi Arablan port on
the Red Bea, Capt. Screech says he
watched a fleet of 250 Mercedes trucks sel
off for Baghdad with Irag's weaponry.
Next, the Iranian weapons were taken to
Bandar Abbas, at the mouth of the Persian
Gull, where he recalls seeing thousands of
tuns of weapons and some Danish ships.

Iranian soldiers unloaded the grenades

from the Sarah Jane, but they began kick- |

ing and spitting at the crate of bomb fuzes
when they saw ils U.S. markings. Despite
Capt. Screech's protestations that Iran's
bombs couldn't explode without the fuzes,
he says, an Iranian army colonel told him
that the soldlers wouldn't unload it. Fi-
nally, Capt. Screech says, he was ordered

at gunpoint to leave.

But at his next stop, in Dubai, authori-
ties found the fuzes in the ship’s hold, and
he was arrested for illegally importing
weapons. A telex to Western Dynamics
produced & reply that the company ac-
cepled no liability for the shipment. (The
Western Dynamics office has since been
closed, and the company couldn’t be lo-
cated for comment,) After five months in
Dubali, partly spent in jail, Capt. Screech
says he was forced to sell his ship for a
fraction of its value to pay a $55,000 fine
and port fees.
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Vhen he complained 1o Iran’s Logistics

0789 / JF %
Support Centre here, he received a reply

t
suggesting that he take up the matter with L[ }

authorities in Tehran. “'Since this office
has not, in any way, been involved In the
subject transaction, we are regrettably in
no position 1o make any comments,” the
center said.
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Chairman

EDWARD SANDERS
MAXWELL E. GREENBERG
Honorary Chairmen

[RWIN 5. FIELD
Founding Trustee

STEVEN L. SPIEGEL, Ph.D.
Chairman, Research Committer

ROBERT M. BORSUK
Chairman of Administration

January 28, 1987

Mr., Eitan Ben Tzur
Consul General
Consulate of Israel
Los Angeles, Ca

Dear Eitan:

As per your request, I am enclosing a copy of the
proposal for the study on possible future American-
Israeli defense cooperation. I am also enclosing two
copies of the two articles I recently published which
appeared in Orbis and Global Affairs respectively.

I believe that the project which we discussed is of
critical and immediate significance. As you know, it
has been in the planning stage since last July and is
now fully prepared for implementation. Although
defense cooperation is at the forefront of American-
Israeli relations, there has been precious little long
term thinking of where we go next into a second, more
detailed stage.

Time is particularly precious, because it is urgent
that we begin. With a new Congress, an old
Administration, and a major scandal in which Israel is
peripherally engaged, we must produce new ideas as
soon as possible. Moreover, Presidential candidates
from both parties will soon be locking for innovative
ideas and our project offers a unigue opportunity to
produce the kind of proposals which can be helpful to
them.

As you know, the Center for Foreign Policy Options is
a small group in Los Angeles which undertakes projects
like this, which are of use to the Jewish community.
Contributions are, of course, tax deductible.

The Center for Foreign Falicy Options s @ 501 (c)(3} non-profif, tax-gvempt educational orgarization.




Even $50,000 would permit us to implement the first

phase of the project, with its accompanying papers and
meetings among technical reports.

I look forward to hearing from you concerning your
reactions to these ideas.

Sincerely,

e

Steven Spiegel
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Founding Trustee
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TOWARD A STRONGER, LONG-TERM AMERICAN-ISRAELI PARTNERSHIP

The Center for Foreign Policy Options, a Los Angeles-based,
non-profit think tank, proposes to undertake a major study of
ways in which the American-Israeli relationship can be .
systematically strengthened over the next five years and beyond.
In light of U.5. budget deficits and the spectre of
Gramm-Rudman legislation, increases in the U.5. aid relationship
with Israel are unlikely for the foreseeable future. Yet, financial
and military pressures on lIsrael's economy and society will
undoubtedly continue and likely will intensify over the next
several years.

During the past three years, important strides have been
made in strategic cooperation between the United States and
Israel. The beginnings of inter-military defense cooperation and
marginal changes in U.S5. defense procurement practices are
significant economic and military first steps in this regard.
Nevertheless, the question for the next several years is whether
these first steps will be fully developed and in time reinforced by
a new set of conceptual breakthroughs. Ultimately, will the
budding American-Israeli strategic relationship, now focused on
Israel's benefitting from small changes in DOD regulations and
practices grow beyond these near-term piecemeal steps to a new,
strengthened, enduring level of partnership and cooperation?

The central objective of this project is to study and develop
the conceptual underpinnings that could lead to the emergence
and sustainability of such a long-term American-lsraeli strategic
partnership. At present, there are at least three different
elements in the development of such a partnership: 1) specific
short-term steps, such as amendments to current legislation to
permit no-cost leasing of certain military items to Israel; 2)
concurrent efforts to change current statutes to allow lIsrael to be
treated in ways similar to NATO allies, such as changes in U.S.
procurement practices; and 3) the development of long-term
directions which might establish new paths for enduring
American-lIsraeli strategic partnership. While this project is in
part intended to develop and flesh out new ideas in the first two
near-term areas, its principal contribution may concern the third
of these elements and be most important pertinent to middle- to
longer-term considerations.

The Center for Foreigm Folicy Options &5 @ 507 {c)(3} nom-profit, fax-exemyrt sducational erpamnizstion



The envisaged project contains two phases. In the first
stage, hopefully to begin by January 1987, the Center will
identify and bring together eight to ten sympathetic, nationally-
known experts to discuss possibilities for enhanced, longer-term
American-lsraeli cooperation in their respective areas of expertise
(e.g., defense procurement practices and regulations, joint
defense projects, technology transfer, foreign equipment
evaluation, contract research and development, tactical missile
research, military access and basing arrangements, et al.] After
the initial meeting, each specialist will develop a paper on the
possibilities and prospects for near and medium-term cooperation
in his or her specialized area of expertise. At a second meeting,
roughly six months later, these papers will be discussed and
critiqued. Following this, the papers will be rewritien to take
into account critical comments and new ideas. The collected
papers will then be integrated and prepared as a series, ready
for selective introduction into the policy process.

In the second stage, a strategy will be developed on a
bipartisan basis to market the prepared set of ideas to U.S.
Executive officials, Legislative officials and their aides,
non-governmental leaders, and the media. The fact that 1988 will
be an election year in the U.S. will ensure that these ideas, if
thoughtful, will receive a fair hearing among the highest policy
circles. The net result, it is hoped, would be to develop and
have accepted a number of these ideas that would serve to
broaden and strengthen the America-lsraeli strategic partnership
over the next several years.

Project Leader: Steven Spiegel,
Duration: 12 months
Cost: $200,000




i b
A e e —— T e e e o

o
3 TTRAI'FYY = TENEY fyn F
3y ] Mg #

TS TANARE LT " PR ALY
COTTTA yavmes ane [
17T
.....ﬂ"ll'“ (=1 6%
B7IN117130° 1600 ( [ %38
._....D.EW11'HE

-

...... .HIWII'II""'

nnua L Temn Ly,

e ————

T'nn ,Nvyn L KYDXR LYv3anD ,73'Tn Yvzan i

n'my Tien Yaan  ocyv
n'MmY Mepn yyy

vitaney meEn Y
TINPA - ¥Y3TD ,n'epn

n''yT N¥an oy 1mMa 11u:pn_&gﬂg:;;;nxnum;aun “%8n 19nY%
Ll
.Ox3*pn Yo 17¥* T80 NTYY

DIAIIF - DY1Iny

FRESS LONFERENCE WITH SENATE INTELLIGENCE COMMITTEE
CHAIRMAN DAVID BOREN (D-0OKLA) AND
FaNEING MINORITY COMMITTEE MEMBER WILLIAM COHEN (R-ME)

THURSDAY, JANUARY 29, 1987

CHATRMAN BOREM: First of all, let me say, there's some bad .
neEwd and some good news. The bad news ig that the computer is still
primting the report. It will be delivered to you, we hope, within
an houwur, and adeguate copies for sveryonse to have. The target time
row 18 & pom. If we-can get it here earlier, we will get it here
warliaer. The Intelligence Committee did vote today, by a near
uri@animous vote, to adopt this report. It was also voted that it was
falt by the Intelligence Committee that it would be in the interest
of hte public to relesse this report to the public,

As you know, the Special Committee, chaired by Senator Incuye
arid Semater Fudman, then met at 2:30, and there wvas a unanimous vots
1 that caommittes to send the report back to us for appropriate
antion, and Lhere was a letter of transmittal to us which expressed
the view of that committee that it would in ne way harm the ongoing
snvestigation of that committee for us to release the document to
the public. &% that document will be released. Unfortunately, now

; Jic,
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it 1s simply & matbwr of technology. In order to get some of the
classt fled Toctnoles removed, we will == we arg having to reprint
the document, and it should be ready for you in full text about €
otelock, But Senator Cohen and I-wanted to come on up and make some
introductory comments about the report, arnd then it will be
delivered here. Just as soon as the copies are availlable. They
will bring them instantly over here, and they will be magde available
to you.

First =of all, let me say that 1f I were to use threes words to
describe tha report of the committee, those three words would be .
‘preliminary,” because cbviously we gtill do noat have the testimony

af all fhe witnesses who can provide answers == final anawers to
aame of the major guesticons, Another word that 1 would use to
describe it 1% "fair." Every attempt was made to fairly and

ob jectively summarize all of the evidence that was given to our
committee, And the third word that | would use to describe it 1a
”g:gﬁrtxﬁan.“ I am very pleased that the vote in the committee was
a near-unanimous veote, a very sizeable majarity of mambera of both
partigs on the committee. It is my strong feeling that in a
committee that deals with national security that we should operate
without regard to partisan politics. And the committee and the
committee stafl have uperated in that manner certainly on this
particular report. ] would repeat just brieily what I said earlier.
The procedurss that wars followed in putting Logather this report
have included indexing all the documents iﬂﬁt,tﬂ the committes.

Ginve Jaruary the 6th, our committee staff has read literally
Fhousands of additional pages of testimony and documants. They've
fad intm our computer base 1,500 pages of additicnal analytical data
in regard to aocumants. We had the testimony of 12 witnesses, whiach
had not been completed in early January, fully transcribed, sc that
theos that worked on the report were able to have all of the
witnesses' testimony before them at the time that they prepared the
draft of the report for our consideration,

and I would also stress that we're very pleased by the fact
that there's bean no premature release of this report. Our new
security precadtions of not allowing documents -- or notes to be
taken out of the room, even by members of the Genate, appears to be
working. And we hope that the way 1n which this report has been
prepared will go far 1n establishing the credibility of the
comnittee in the future as we try to rebuild a reputation for
confidentiality and being able to keep important national security
matters confidential, as they should be.
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Swrataor Coken has peor formed great service in the preparation of
this report. He and his staff have worked together to assure that
all the memgbers of the committee would be involved. I appreciate
his efforte’ very, very much., We've tried, as I say, to do our duty
A% we saw 1t and in an obyective way. The report does not draw
conelusiong, It merely summarizes the evidence, the documents, the
mral testimony, all of the evidence presented to the committee. And
in gach and every Casé, you will see as you read the report it
gimply summarizes the source and states what that source said. It

does not attempt to draw conclusions, because it's preliminary. An
it's imposaible at this point to draw final conclusions from ik.

I want 4o now turn to Senator Cohen and ask for any comments
that he might have. A

SENATOFR COMEN: Thank you, Mr. Chairman., I think at this
particular point we ought to entertailn questions. The Chairman has,
in fact, summarized the basic thrust of ocur report.

i Sirce it reaches no conclusions, how would you see this
report heing used by the select committea?

SENATOR COHENT I could respond to that., I see the report
herng used by the select committee as a foundation for further
inveatigation. I think the select committes is very pleased to have
the busic research that has beern done 1n somg-of the critical areas
dealing with thae snitial decision to sell arms to the lranian
tactions as such, and also with respect to attempts to trace the
money from the sale and into various accounts. [ think that they
will be able +o build on this rather substantially. So they're
Lacking at 1t asz a foundation, much as a trial litigator would look
upar depositions as having been taken to prapare the case.

CHAIRMaN BOREM: 1t shouwld help them also bhegin the process
more speedily. I think all of us in the country realize there are
many problems, e.onomic preoblems and others facing this country.
And I know the new specilal commities wants to get on with its work
with dizpatch &8 much &8 possible, because we do have a lot of other
business shviously facing this Congress. We have traced the money
trail a little further. We have traced reports of Cayman Islands
dueuunts dnto which some of the funds were planned to be deposited.
But the repcrt cannot reéach any final _conclusion as to the ultimate
resfing placa ot-thio-money: ~We“HaVe not been able to tFate the-
financial chain aIT™the way through to conclusion.

& B
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(R What are tha ma)jor sl

ugsions, praliminary conclusions,

that you draw from reading the report”

cHAIFEMAN EBOREN (
conclusions that osthe
problems here in term
ohviously many of tho

Fresident, the Fresident s

) Well, I ¢
re have drawh,
g of the way f
a2 who should

Biink that thay're pratty nudh the
arnd that is that we had serious

creign policy was made; that

Have had available advice to the

heauld have had the sepefit of the sdvice

af thosa with expertise in the field., He apparently did not have

the benefit of that advicea}

that foreign policy was

in part here being made by those who you might categorize &4s .
amatuers., certainly compared to the Chairman of the Joint Chiefa

o the Secretary of State and mthers who wers sbviously not fully

cept informed through thiw process. So that is

consulted and fully |
mne of the concgyns,

I think also a copcern == and
open gquestion == We suggest in the
that praivate individuals, pecple who are Mot pEcecsarily & direct
part of this guvernmant and agents of this gavarnmant, may have
implementation of formign policy, and the rishs
that might be invalyed in allowing
ot eaven Amerloan nationals, to bDE

played in the antual

thg implementation el

you will see this addressed as &b
raport concarn apout the role

private individuals, seme of then
involved in such & vlose way with

American foreign policy. Those ara Jjust two

% the things that 1 would mention. T

] Do you any evide

ncw, besides the Mivrth mamo, that money

was actually diverted to the Contras —— any evidence”

rHATFMAN BOREN:

You'll see S

=ma referenies in the report uhs.

you receive 1t that there are other documents and cther messages
which raferred to the transfer of funds.

o Senator Cohen, can you twll us at this point, 13 the
preliminary assesament that you ha
and White House Chief of Staff, Donald Regan, told yuu and vour

colleagues the truth

SENATOR COHEN:

truth or talashood wilh
What it does point abt 1
Casey and by Duonald Regan
the individual reader to dec

facts ar a lack of the facts,
attempt to draw any conclusions wi

in their test

rl don't thin

va made that CIa Director, Casey,
imany T

k7Y the report attempts Lo aw8EsS

regard to the testimony of those witnesses.
s what information was conveyed by Director
tn the committee, and we lgave it up to
ide whether oOr not that reflects the
undar the circumstances. We diont t

th raspect to that.
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testimony of the two men we just described?

SENATOR COHEM: I think [ wulld characteriae 1t as fainding
serious, perhaps, deficiencies wilh respect to the detalled
information that we wera laoking for. With raspect to Mr. LaGE@y
there ars 4 munber of hypotheseas anea could indulge in. A to
whethar or noet he had all the facts available at that time when he
came te testifv, whether there was confusion Faigning arcund the
White Houss iollowing the disclosure, whether or not thare were
health factors involved, we don’t try to assess —— make any .
sesasamant with respect to the cradibility or lack af it of the
Wilnesses., We simply state the facts as they were related to the
committes.

_ FRHATEMAN RORENM: 1 would say that, in reading the report -- and
pvery single person who reads 1t will undoubtedly draw different
wonelusions because we merely attempted to et forth a summary of
the evidence presented to us., 8o every member of our committes will
probably look at somag facts as more vnportant than others. And
overy membor of the press and public will ¢ the same. Unce the
facts are out, cunulusions can be drawn.

[ thank that one of the things that certainly would be
raelevant, we fo catggorize in some detail the various meetings held
ut Ehe White Howse, meetings conducted by vardomuis officiale of
govaernnest, and wi Lry, wherever presible ang ‘whHorever we knew the
facte, to indicate the namese of the people whe were present at
Ihoas moetings.  We don't always hnow gractly what was discussed at
bligsse mestifgs.  But T think, 1f you look back, we dio summarize the
tEstimony o Uhe various high sffirciala of government == and then we
gl try ba cet farth the meetings that they may have attended, and
[ think wl! of yol will examine those and draw your Jwn conclusions,

0 Cenator, 1n your opinion, was this ¢ deal, hostages for
arms, or was this an atiempt to lmprove relatiuns with Iran?

CHATRMAN EMNFEN Want o ancwer that Tirst?

GENATOR COMEM: Well, I1'11 reiterate what {'ve said before. 1
bl reve what started Ut ag an initial conceptual need to explore
appor bunities for a different relationship with certain factions in
Ivan, with hestapes’ return becoming incidental to that, evolved
rather guickly, at the operational lavel at least, to a predominant
concarn of the return of the hostages 1n exchange for the arms. 5o
1 think what started out conceptually a3 a need to explore these new
averues evolved in that direction.
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SHATRMAN BOREM: I would concur in that., 1 think that it may
well have started out as an attempt to open a relationaship wWwith
Iran. 1 don't think arms would have ever been used as the mechanism
of cpening a new relaticnship, had the hostage question not been
invol ved. I think very quickly the inclusion of arms as a method of
cpening a relaticnship really Qave way to arms as a way of getting
hostages released. And, as you read through the report, you'll see
st several points discussion which indicated that additicnal arms
might not be sent until there was a release of another hostage, or
until we had some show of goed faith by relsase of hostages. So y.:.
can se@e by the timing that it did degenerate, I think, pretty
rapidly into bargaining about the exchange of arms and timing the
@wchnange of arms to Coincide with potential release of hostages. So
it's pretty clear, I think, that Senator Cohen's assessment is borne
aut by the fadlts.

& Senator, can you characterize (inaudible)

FHATFMAN BOREN: You will see, and I don’t have the report in
front of me myself as it's just now being retyped, but you will see

in the roport & reference to plans == and I can't recall from memory
the exact document where a planm to receive aome of the funds by
setting a Cayman Islands account is set forth., And that is included
in the narrative version of the report. Lat me not misstate that.,

I would prefer, until we have the document in front of us, that we
have not actually gonre in and sought access.te the account. This
was information that was in documents given To-the committee
garlior, but apparently not read by the committee staff before .
Januwary Eth.

(] Was that created by somecone in the Administration?

CHATEMAN BOREN: 1'd rather defer an answer to that question
because I might make an incorrect statement until you have the
document 1n front of you.

o Dogs the repert break any new ground on Oliver North's
(inaudible?™

CHATFMAN BOREN: The report in narrative form sets cut a number
af meetings that Col. North had with the FPresident. Now laet me
~tate that there were usually other participants in those meetings.

Bubt there are scme —- I think in those menticned in the report, the
report will speak for itself on that. But there were a numbaer of
neestings, and they were set out —— they’re set out in the narrative

uf the report.
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@ Senator Boren, we are at a disadvantage 1in asking yaou
guastions when you haven't got the report.,

CHAIFMAN BOREN! We understand, we understand,.

(1] But could you tell us what you wee as the main

differences betwewn this repot and the Republican version that °
tinaudible)?

SENATOR COMEN: Can 1 respond to that? First of all, I think
1t would be a mistake for either Senatoer Boren or myself, or indead
those of you who are here, to try and use the initial report as the
standard to which this report will be compared. First of all, that
report was not votad upon by the committee to have been released in
a public fashiong o it did not reflect the committee Judgment thht
it cught tu be released for several reasons. Number one, committee
mambers had Aot read 1t. Nunber two, many felt that it as ;
incomplete.  And number thras, that, by being incomplete, it was in
some respects somewhat misleading., So I don't thinmk that should be

el " T BliB3 1 1 A5G 2E o

—M_—_-_

the standard to which you look. This is the committee document that

18 == has daveloped a bipartisan consensus, an mverwhalming
CoMEeNSULE. It reflacts the fact, as we understocd them, as
presented to the commities, S5 ===

é

CHAIRMAN BOREN: We cbviously are not dealing with a chaice

between partisan reports. This report has beeh ‘adoepted by fourteen
members out of fifteen of the committee, which wbviously indicates a
very strong bBlpartiszan consensus. And I just don't think it would
he appropriate to o bach and use a starf document, an informal
wurking agocumeane that was never approved, or to even refer 1L --
because obviously, when yosu have 1500 additional pages of analytical
data, when you have thousands of pages of documents that had not
heen fully examined, When you had the testimony of twalve witnessss
that mad not been transcribed so that the pecple ware working under
a tremendous handicap in trying to put that together, you're
mbviously Just going to have a much more thorough researching of all
the information before ug,

o] Cenator, we're going to be handed & report at € o'clock.
Many of ug have demadlines within an hour or two, We've all read
the svcerpts from (ilnaudible) two weekse ago from the earlier report,
and 1t would be very helpful if you could redflag for us some of the
significant things you think are diffarent.
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CHALIFMAN BOREN: Well, I think that one of the things, it would
be unfair to the committes i1s for us to start editorializing,
hecause wa have decided intentionally not to have a =ecticon that
draws conclusgons. The report is very preliminary. Wa feel you
rnanct draw any finmal cenclusions on the ma juor points of was the law
by oken -- if so, whe broke the law, how high up the chain of command
did knowledge and participation go. These guestions still ramain
unanswered. [ think that we do catalogue more mestings. We will
lay out on the reccord faor you more meetings, including meetings Dy
the Fresident and other officials. We simply set forth the
sristence =of more meetings, the participants. We do trace tha chain .
-f the funds somewhat further. There is just a more comprehensive
iAclusion of the facts that were presented to the committes. But
sipce we don't draw conclusions, it would be impossible, I think,
amd inappropriate for me, because wa've left it up to every member
~f the committes to draw their own conclusions —==

@ (imaudible) sald earlier that the information (inaudible)
that ‘were not read before January &th were {inaudible? —--

CHAIRMAN BOREN: VYes.

o Were there other important items that are in this report
that, on the baais of perhaps documents or octher material, were not
available before?

CHATEMAN EOFEN: Well, let me say this. Welre not certain how
many documents were not read in the preparation &f earlier drafts,
and this is not a change. We started afresh. This is not a
modi fied version of an earlier draft. That’s ancther reason why .
1t's inappropriate to even refer to it, We atarted from Ground
Tara. We had an index made af all the docunents, which wasn't made
before, =o we dun't know what documents they read before and which
documentsz they didn't because no index was made, no check-list was
rada. We indered all the documents. All the daocuments in the
committee custody were read by the staff. And, as an indication,
1500 additional pages of analysis of documents was fed into the
somputer after January the Eth. 8o ebviously, thaere were vast
amounts of material ihat were not read and analyzed pricor to earlier
drafte. aAnd that's ancther reason why it's not appropriate to go
pack and talk about it.

Q (inaudibley
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CHAIFMAN BOFREN: 1 would gay that, at this poant in bioe, there
is stil!l i1nclusian of fe direct evidence that would sitate Lhat Lhe
Fresident knew of the diversion of funds, or that he directed the
diversion of funds. Now I have to caveat that by saying you cannot
finally resclve that guestion cbvicusly when you do not have the
testimony of Mr. North, Mr. Foindesuter and many others. There are
more mestings, including those attended by the Fresident and cthers
included in the narrative. But in terms of drawing any final
conclusion and in terms of any direct evidence at this point of the
Fresident having kAcwledge or participation, this report does not
contain any direct evidence., I think it does paint & picture cf the
procmss of making foreign policy that was in real disarray, and
creates sericus problems for the country. .

o tinaudible)

SENATDR COHEN: I think 1t becomes clear from reading the
decument that the Fresident was aware =f the arms sales vary early
an. There is stzll a dlEDutE that has existed fr@m the tlm! the
testimany was en oy o of the
White House, in @ EH@ Fresident ﬁ_lgiggllx_auhbgrized
the Israelis to go fDFUHFd Haib_iﬂe_ﬁﬂlp1 Yiou will have to reach
YIOLE  oWn conclusion as to whether you agre# with that asessment by
MacFarlane versus Donald Fegan, for example. But I think it becomes

clear from the middle of Novy t the very latest that the
Pregadent ig fUlly avare that there 1s an cpportuniEYy tEEFO I eed

inly

+ - BC LML » White

HLuse as to whnther or_not they shauld continye the operation and

whether or neb Fwd MacFarlane should go-toolondon o magt with Fe,

(Gobani far )_and.others, 8o, I think as of the fall, mid-fall of .
EE M

'35, thae Prasident certainly was aware of it.

@ Semator Cohen, (inaudible? is there anything strikingly
new in the report that you've not seen in the public press in the
lamt few weeks?

SENATOR COHEN: I don't think there are —--——

CHalRMAN ROREN: There are new facta,

SENATOR COHEN: There are new facts, Thera are not significant
departures from matervial that's been printed or seen on television.

a} No striking diversicons?

SENATOR COHEN: Noat in my Jjudgment.
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(m rirnaudible)
cENATOR COHEM: 1 can't remember what the —---

CHAIRMAN BOREN: Wa'll have to let the document speak for
itapl f. FBut let me say again - and we will conclude here very
brigefly, we had hoped to have the documant for you, nbhvicusly, a8 W
came. We hoped that the document —- we know many of you are
gparating under deadlines, We will attempt to have the document
here for you. Exlieve mE, &5 Sown &8 it comes out of the printer,
it will be brought here immediately, and we know you're anxious to
receive 1t. It will have some additicnal facts, and 1 really wante
Genator Cohen to be the one to come to tell you the document wasn't
here yet, but he politely gave me leave to say that.

SENATNF COHEN: Senator Boren did make a major
misrepresatation, He said there are 132 pages. There really was
77, and that was with the footnotes, It's gaing to be something
under 77 pages. '

cHAIRMAN BOREN: That's correct.a So you'll be able to read it
more glickly. 1 was thinking —— 1t was firat double-spaced, and
senator Lohen said he wvanted it 75 pages long and not 140, 30 we
single-apaced i to come under his guidelines.

o (inaudible) Was the Vice Pregident. involved in more
meetings than previously thought or —-== ‘T

CHAIFMAN BOREN: I don't think that there 1s any significant -=
45 I recall = significant di fference in terms of what is gut in the
public domain NaW in terms of the Vice Fresident’s participation 1.
meetings. We do catalogue —— and I cannot from memory tell you
gxactly how many —-= wWe try to catalogue as many of the meetings as
we found that appearad they might have been wignificant, even if we
don't know exactly what was digcussed. If we did find in the White
House records, records that certain meetings tock place and the
participants were named, we have laid that =sut in the report, and
there are more mesatings listed in this than pa#rhaps have baen out in
the public domain.




IRL-FRRL ARSI b LA FREEEY

773180 -
1
R0 o (RS, | 1, PERMPRREL | ¢
any *TID vy
e ieesas.2'21003 2010 719 123 4 1anpa o+ Tema
1111“
e TR B B )
B7 117 30 1600 q
..... seees<A%TY TTMA \3%} 6% 735
....;-----tit.m '“--
.
e =
1inpan TN Y'"aan -: Y
n7ennn 1°3TD - YT
n'agn 3710 9''23n
1"en)
13 - %"ay napa
n"epn/

“@

"RnINA"

.Y?21n% oy anven
,777981 7-8 O MIN?EY O?TY?D OAY D2D2INNA N
.Mn2pY7 y2an% 111200 oa7ia 17wAYY 113 .2

Yo minrea Tvan 12ap PSP Yw minve pra1ann itk oA AT aYEaw oK TN LA
.177p80% D133 P 2ppaNINTE DIEn Anen 173 IPNG -a

s |

o

g r'('{ 77X AR -: NX19N




e g g1 0 NPT = Ty mivyryae

g'aT. 2%, .1nm, . ). . 07
LT vanes ane
v e TSRO Y

Tienn K

na =m71n_ ,h .R.'}n ,AnTy 111“ -

R e R R *an, K ?23
-_1

. MWIN TUoan 9N
183 ATNT ,1ND AvY ,N"9¥R L7370 7'020 ,AUR0 AP217 DNy, IIRA e noeY syl

e T UAYTRT TUMED Y¥1? - UA?P 211 O¥ AUrA0 - 231003 30 NINC 9Y N0aaa Y01 ataa

NIKPIINKD AYYAN NAYD OY ,IXINA TIPNA KEII2 71800 NN TIIR DATE L9 yaT0d
12 027900 0PEPRY NYXIAR RTIAR *2AY miava nyan ,omienn aten iy Y919
TIYT PRFIONT SETNA Y0 DryaZoxn Yon ohynae ne%ma1oN A11X Y30 ¥Y? anana
——. = MR pnnn YN NT0IY L72°9PA- DMIYRY MITI27Y MINTYNA APYEN 2229nna yinay
%-h}uuu DITIWANT. PNAANA A0aN DY Yawe

TAARIAAR _SNYAS n il ¥ 1117 anwa

— i e qurd ar¥ nTNaTIA axKIYtan noipn 10l 0°717a0 o'miyena Ye nevinn apran (1

- —_— ararafied.angen i miln _opty 7TR Ca7 e padk TR L a0IYA . .DTIw 30-20
JM qop
Pre-Pazmeut 1713 1300 TR 710 EIAT N33 AR DRTEA mMIayn maava (2
at face value.
nIpauvn NYT N1I0 2U¥1) MAY 1Ay A7 210N oTen BY7en% miwann 17
LANT 1rvn %0 ¥1¥23% nrYat 1T Yy anna ARy manne
L1RBINF 2N magnn) oTpinn m‘mnr; 117¥7 DY NP aEn (1*yY YY NATTR niwam (3
' (179832 73y10 pBAn AMIND L 1IMYID DAnNA

masea 73 Yy agepnn 179an PNy NNy e over K Y0 1 atma (s
¥1700 D130 %38 P nTrRa Tiapna e o ephn ravep Y913 apcpnn AT en1 nisiaaa

—— Maxne apd ,1&?13n nyrﬂﬁ n¥n n*%*%p paien nner aeyaYe ann antenn

ine %3 wrarah yraah 1nr$x1 n& 1?71y on*P *121Y% .3TPAN NN N1IEY 117Da Aeyal

LETINA Naenn 1T Y

APy Ay1n P Srnnae %710 Me137 bnra 221 A31ab nRTpE 'Y ANl LnvYYa
e

(...oveyna %y1 mMa113a By 7130 Anxna) ameY yraaYh 1R pivTa ooymit ®Y oitma
.NE1IN DR DTPY nan %y 13nRD @270 N1117YY 0rToyn BM

: Tt
M7 7148

d it



BEROWN & WooOD

Bal ManrEOM aviWLY
wEw TYORR, W T IDO2T
rir-¥aT-88B8

(incLvoivg Ture & ZuccoTT

—_—

IDRDS wiele®l EOULEvaAaRE
ONE WoRLD TRADE CENTER LLS ANGLLLS LA Bwuss

New Yoaw, N.Y. 10048 Cgiople

© WD FARSAGLT BOUARE S0JTH 22-8239-B300 72_3 B CALIFDENIA BTRLET
maiemGtoa. §. O FO0OE - s = o o Bawm FRanc Sl C& Bt
— eyt Tak i s P s cawecswlw
0 —
izai A;, September 8, 1986

BY COURIER

-Jercme H. Silber, Esg.

7

Legal Counsel to the Director
Defense Security Assistance Agency

Department of Defense
The Fentagon

Washington, D.C. 20301-1155

Dear Mr. Silber:

d “There is—enclcsed, at the reguest cof Miner Warner of Saloman
Brothers Inc, a copy of my memorandum to him on the guestion of
whether the Department of Defense's guarantee of certain Notes
under the Arms Export Control Act remains valid and can continue
to be charged against the level of loan guarantee authority for
the fiscal years in which the Notes were initially guaranteed,
notwithstanding a reduction of the interest rate on the Notes and
the amendment of the Guaranty to make clear that, if the DoD
reguires-the holders of the Notes to accelerate the entire
outstanding balances thereof upon an event of default, the DoD
would make payment under the guarantee in accordance with the
installment schedule in the Notes.

FPlease let me know if you have any gquestions.

Enclosure

Sincerely yours,

~ ROBERT N. McKAY

Robert N. McKay

cc(with enclosure): Mr. Stephen P. Farrar, Director for

International Economic Affairs, National
Security Council

Mr. Mochamed Gawaly, Political Counsel,

Embassy of Egypt

Mr. Leslie A, Janka, Neill and Company

'y 5
e

Mr. Miner H. Warner, Salomon Brothers Inc A
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Zachary Snow, Esg. (Salomon Brothers Inc)
Walter T. Eccard, Esg.

Kenneth J. Kornblau, Esgq.
Joseph C. Reid, Esg.
Files ("Salomon Mortgages"™)

b d




MEMORANDUM TO MRE. MINER H. WARNER
(Salomon Brothers Inc)

Fobert N. McKay September 8, 198¢
(Brown & Wood)

Re: Sale of, and reduction of interest L4
rate on, Notes guaranteed by the "
United States under the Arms »z'-z"
Export Control Act and held by the

Federal Financing Bank and clarifying
amendment of Guaranty with respect to
such Notes

You have advised us that the Federal Financing Bank ("FFB")
presently holds a large amount of notes issued by various foreign
countries ["Notes") and guaranteed by the United States of
America, acting through the Department of Defense ("DoD"), under
the Arms Export Control Act. In many cases, the Notes bear
interest at the fixed rate substantially in excess of current
market rates. Egypt would like a reduction in the rate of
interest, and Salomon Brothers Inc ("Salomon") proposes to
refinance those Notes with private investors at a lower interest
rate (either fixed or floating) reflecting current market rates .
(but in no event to exceed the present fixed rate). 1In addition,
several prospective purchasers of the Notes, desirous of
. prepayment protection, want the DoD to agree to an amendment to
the‘guﬁrantee-agreement (encaptioned the “Guaranty") making clear

that the right of the DoD to require the holder of the Notes to

accelerate the entire outstanding bPalance thereof upon the ; By

occurrence of an event of default gp-uificd in the Loan Agreement
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would be exercised by the DoD only tc facilitate the servicing of

the cuarantee, and that if the DoD exercises this right it would
make payment under its guarantee in accordance with the
installment schedule in the Notes and any payment by the borrower
subseguent to such an acceleration would be for the account of the
DoD.

- Yuo~have-asked-whether, assuming the Dol agrees to the
proposed reduction in the interest rate and amendment to the
Guaranty, the cuarantee remains valid and can continue to be
charged against the level of loan guarantee authority for the
fiscal years in which the Notes were initially guaranteed, or
whether, for the Notes to continue to enjoy guaranteed status
after the consummation of the proposed transaction, it would be
necessary for the DoD to execute new guarantees which would be
charged against its level of loan guarantee authority for the
current fiscal year.

My analysis is based upon the form of Note, Loan Agreeﬁent.
and Guaranty which you furnished to me, and assumes that the .
documentation for all of the Notes with which you are concerned is
substantially identical.’

CONCLUSIOHN

It is my opinion that, assuming the DoD agrees toc the
proposed reducticn in the interest rate and amendment to the
Guaranty, and the Notes are sold to a person or eﬁtitjr with

respect to which an assignment of rights under the Guaranty is

nue to be

ey

permitted, the guarantee remains vﬂ,iﬂ ‘and can mu

Sl R ;If.u,_:r" %{. AR
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charged aga:nst the level of guarantee authority for the fiscal
Qg g Y

years in which the loans were initially guaranteed.

G
ot
.

DISCUSSION

The Arms Export Control Act ("the Act"™) authorizes the
President of the United States to sell to any person (excluding
United States Government a&encies other than the FFE) promissory
notes issued by friendly countries as evidence of their
cbligations to make repayments to the United States on account of .
credit sales financed under the Act, and to guarantee the payment
of such notes. The act explicitly provides that the guarantee is
backed bty the full faith and credit of the United States. (22
U.5.C.A. § 2764.) :
The President has issued an executive order {Exe:utive Oéder
No. 11558, found at 22 U.S.C.A. § 2751 note (1979 and 1986 Supp.))
delegating his guarantee authority under the Act to the Secretary
of Defense. The Secretary of Defense, in turn, 'ha's issued a
regulation relating to the exercise of this guarantee authority .
{32 C.F.R. Part 274 (1985)).
The Act, Executive Order, and regulation of the DoD do not
provide any guidance on the present guestion.
However, in 1981, the Comptroller General of the United
Steates, the independent agency ﬁhir.:h acts as the Government's

chief accountant, issued a decision (60 Comp. Gen. 700 (1981))

responding to a similar guestion which.nrau under the Farmers

Home Administration ("FmHA™) business and indunt.riu loan ';'\,:_,,_
ﬁhe

.,.l'

r

guarantee prugram. _

In that ﬁ-cis:l.um ‘the I:W:
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that a loan guarantee made by FmHA and chargec against the level

of loan guarantee authority for the particular fiscal year 1in
which the guaranteec was first approved can continue to be charced
against the authority for that year if a new guaranteed lender 1is
substituted in a subseguent fiscal year, provided that the
borrower, loan purpose, and loan terms remain substantially
unchanged.

With respect to the change of lenders, the Comptroller .
General reasoned that, although the guarantee is extended to the
jender, the lender is merely a conduit through which FmHA provides
assistance to an eligible borrower to achieve the statutory
cbjectives. Hence, in his view, a new lender can be designated
without changing the essence of the agreement. In our situation,
the Loan Agreement provides (in Section 2.4) that the FFE may sell
or assign the Note, but that if the FFE intends to sell or assign
the Note to any entity other than an agency of the United States
the FFB shall give the borrower notice of tﬁe intended sale or
assignment and the borrower shall have the option to purchase the
entire Note on such terms and éunditions as are established by the
FFE. Although the Guaranty names the FFB as the beneficiary of
the guarantee, it expressly provides that the FFB's rights
thereunder may be assigned to any indiviéual, corporation,
partnership, or other association doing business in the United
Sstates of America, and reguires only that the DoD be promptly
notified of ' £

- ',-.
i e = oy
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rcrrnller General's gpinjon_was subject to the proviso

+tat the borrower, the leoan purpose, and the loan terms remain

meubgtantially” unchanged. In our situation, there will be no
sharnme in the borrower or the purpose of the loan. Furthermore,
the reducticn _of the interest rate should not, for this purpose,
bz deemcd-a "substantial” change in the terms of the loan.
Alihough the Comptroller General does not define what constitutes
a "substantial"™ change, what is "substantial" should properly be
viewed from the perspective of the guarantor and the risk incurred .

— by the guarantor. A reduction in the interest rate does not
increase that risk. I would note, by way of analogy, that it
appears to be the general rule (in the absence of a controlling
provision in the guarantee agreement) that a reduction in the
interest rate on & leoan without the consent of the guirantcr does
not release the guarantor from liability under the guarantee.

_{F.g., Becker v. Faber, 280 N.Y. 146, 19 N.E.2d 997 (1939); 74 Am.

Jur.2d, Suretyship, § 47 (1974 and 1986 Supp.).) The rationale is

that, although an alteration of the debtor's obligation without
the consent of the guarantor will generally r&lease the guerantnr,
a reduction of the interest rate is not an alteration of the
obligation, but rather a remission of part of the obligation, and
the guarantor is merely being held to the performance of that part
of the original obligation which remains in full force and effect.

In this connection, it is significant that the new floating rate :

on the Notes will be limited so as to never exceed tha pra:lnt
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reduction ir the interest rate, there is no need to interpret the
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provision in the Guaranty providing that the lender will not agree
to any "material" amendment of the Loan Agreement or Note without
the prior written consent of the DoD.

Nor should the proposed clarifying-amendment to the Guaranty

be deemed a substantial change within the meaning of the

Comptroller General's decision. As presently written, the
Guaranty provides that, in the event of a default by the borrower
under thé Loan Agreement or Note, the FFB shall, if so édirected by
the DoD, invoke the default provisions of the Loan Agreement
pursvant to which the FFB may accelerate the entire outstanding
balanre of the Notes upon the occurrence of an event of default.
The proposed amendment would make clear that the DoD's right to
reguire acceleration would be exercised by the DoD only to
facilitate its servicing of the guarantee, and that if the DoD

exercises this right it will make payment under its guarantee in

accordance with the installment schedule in the Notes, and any
payment by the borrower subseguent to such acceleration would be
for thc account of the DoD. The propcsed amendment would appear
merely to clarify what is already intended because the Guaranty
provides that the amount payable thereunder shall be "the amount
of the overdue installment of principal and interest, ﬁlus any and
all late charges and interest thereon as provided in the [Loan]
Agreement™, rﬁther than the overdue installment and all amounts

owing as the result of acceleration. As n.cllrificltinm tn better

&s Ay

uxpre:s uhat ums nriginllly

intended, the pruﬁbud mnﬂnent would
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not be a substantial change. Furthermore, even if the Guaranty as
presently written could be construed as recuiring the DoD to pay
thereunder the entire outstanding balance of the Note uﬁnn the
acceleration thereof, the proposed amendment should not be deemed
substantial within the meaning of the Comptroller General's
decision because it would, from a practical approcach, lessen the

DoD's obligations under the Guaranty by requiring payment by the

__Dsb in installments rather than in a lump sum While in no way

leszsening -its_YyaghtsS ACalNSTt Tne LOIIOowers—— """~ .

, ——2lthounh the Comptrolie: General's Se€ision was 1ssueq  im The

—_—

" context of the FmHA's business and industrial lcdan program, it did- -~

- —met turn upon any particular provisions of thet program, and

should be eyually applicable to guarantees under the Act.

A copy of the Comptroller General's decision is attached.

Attachment :

bee(with attachment):
Zachary Snow, Esg. (Salomon Brothers Inc)
Walter T. Fccard. Esg.
John A. Quisenberry, Esg.
Kenneth J. Kornblau, Esg.
Joseph C. Reid, Esqg. .
Files (“Salomon Mortgages") _ .
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DECISIONS OF THL COMPTROLLER GEXNEFRAL

[B-180712)

4

Loans—Loan Guarantees—Tural Development Pru;__*ram—Dh:jé-;..
tion Authority Bevond Fiscal Year—Ceilings on Loan Amounte
Subletituted Borrower Effect

Leoan guarantee by Farmers Home Adminlstration (FmHA) Initially charzeg
Bzainst level of guarantes surthority for particular fiscal ¥ear In which guaranies
was first ppproved eannet, A% general rule, continue to be charged Fgninsg the
puthority for that year when entirely new Lorrower is subst)tutel in subscquen:
fiscal year, since deferniination of whether to Approve guaraniced lean to par-
ticular borrover is an Individual one renuiring specific e’ fgibility determinatian
Er Fulla, However, if substiogied Lorrowver bears close and genuine relationship
te erigonal betrower, sach os would exise between corporation and parthersbup
eotirsliied by same Individuals, and loan Durhose remaine substantially po-
cozaged, FoHA would have authority 16 charge lann guaraniee (o substizu:e

bosrowver against celling for fiscal ¥ear fo which eriginal guarantes was ap-
proved - ! .

Loans—-Loan Guarantees—Rural Deselopment Proérnm—ﬂhliga-
tion Authority Beyond Fiscal Year—Ceilings on Loan Aniounte—
Revision of Luan Agreement Terms Effect

Loan gussontee by Fmlia Imitially ehsrged against level of loap puarantes au-
Whority for particular fiseal year in which guaranfes nas Arst approved cannhot
coutine (¢ be charged azainst eciling for that year when major changes to char-
BCrer ol [he project or loan. lerms eceor during subsequenr Fseal ¥ear, Floweve;,
If Jex: substantial chanzes are involved where the purpose and scope of the re-
visrd loom puarantee npreement are conslztent with rhe purpose and scope of the
original guarantes and the necd for the Froject contluues to exist, FuH.A wopld

have authority to change ammended loan Fuaranlee agalust celling for fisca)l Fear
fo wbich it was frst approved. : g

Losne—Loan Guarantees—Rural Development Program—0Obliza-
tion Authority Beyond Fiscal Year—Ceilings on Loan Amounie—
Sulbstiivied Lender Effect :

Loan guarantee by FomHA initially charged against level of loan Fuararntes
autherity for partivu'ar fiscal ¥ear lo which guarantes was Srst anpproved
can continue to be charged apainst avtherity for that year if new gfuaranreed
lecder It substituted In subsequent Bscal Fear, provided the borrower, loan pur-
pose, and loan term remain substantial’y wnchauged. Although the gpuarzniee
Is actually extended to the lender, the lender Is merely & conduit through which
FmHA provides pssistance to an elifiLle borrower to achleve the statulory

objectives. Therefore, new lender cau be designated without chaoging the ez-
feoce of the ngreeuient )

Agriculture Department—Farmers Home Administration—Loan
G uarantees—Approval/Disapproval—Written Notice Requirement
FmHA's regulations as well as terms of relevant FmHA forms indicate that ap-

plications for loan guarantees are to by approved or disapproved In writlog. Oral

nolification of loan guaranutee approval thus would not be suficient to create a
valid guarantee. ‘

Matter of : Farmers [lome Administration—Loan Guarantee Pro-
gram, September 23, 1081:;

This decision is in response to o request from the Acting Adminis-
trator of the Farmers Home Adniinistration (FmHA4), concerning

ML M b
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DECIEIDNS OF THE COMPTROLLER CENERAL

Corap Lenld

arisen in connection with FrmHA" business

ceveral guestions that have
gnd industrial gunranteed loan program. In essence, FmHA 15 con-

cerned as to whether 2 commitment by FmHA to guarantee 2 loan
by & private lender to an eligible barrower can £till be counted against
the authorized loan guarantee ceiling for the fiseal year in which the
commitment was made, when changes affecting diferent nspect: of
(he guarantec occut in 7 subsequent fiscal year.

Specifienlly, TmHA' written submission requests that we gnewer
the following three questions:

1. Whether guarantee authority reserved (
fizcal year must be lost irrevocalily when the leader
guent fiecal year.

o \Whether guarantee authority reserved during a prevlous fiscal year must be

chaoped during o subseguent fizzal Tear.

lost Irrevocably when the borrower is :
4. Whether guaraniee authority reserved during o previous fzpal year must be

lost irrevocably when major changes Lo the charancter ©f the project or loam
terms occur duriog a subseguent fiscal year.
Subsequently, in informal discussione with representatives from
FmHA these questions were further amplified and clarified. Also, we
were informally requested to address 2 fourth issue involving the
estent to which a valid guarantee commitment can be viewed as hav-
ing beaen created in a particular fiscal year on the basis of FmHA's
oral rather than sritten notification to the lender. We conclude, with
exceptions we shall discuss below, that each of the changes indicated
by FmHEA with respect to questions 2 and 3 would create a new
guaranteed loan which must be charged agoinst the guarantee ceiling
for the fiscal year in which the change was made. On the other hand,
the change indicated in question 1 would not create a new guarantee
and could continue to be charged against the ceiling for the fscal year
in which the guarantee was first approved. Further, with respect to
the informal question, we conclude that oral notification does pot

create a valid guarantee commitment.

FmHA’s business and industrial loan program, also known as the
rural or industrial development loan program, is suthorized by sec-
tion 310B of the Consolidated Farm and Rural Development Act, 83

amended (Act), 7 U.S.C. §1832(a), as follows:

The Secretary may slso make ond insure loans to public, privale, ot coopera-
tive organizations organized for profit et nonprofit, to Indian tribes on Federal
and Stare reservations or other federally recognized Indian tribal groups. of to
individuzis for the purposes of (1) lmproving. dereloping. or fimancing busi-
ness. Industry, and employment and improving the economic and environmental
climate in rural communities. including pollution abatement and contral, * * *
such loans. when originated. Beld, and serviced by other lenders, may bLe guar-
entesd Ly the Secretary under fhis section without regard to subsections {(a)
rnd (¢) of section 1053 of this title. = = =

The word “insure” as used in this subsection is specifically defined in

“ouligated”) duricg & previous
is chanzed during & subse-

71.S.C. § 1991 as including “guarantee, which means to guarantee the
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s eladoan ongmated, Liehl, and service] Ly a private finan-

sEnen ot othier hanler appuased byt Secictary ¢ -

The rural development o Program establizhed by T US.C 2 1032

is funded out of a spectal revelving
Insurance Fund—created unde
$ 10280, Maxivium linirarjons
ment loans that can be made out of, or wuder, the fund in 4
fizcal year are set forth in section
U.5.C §1904(L), as follows:
Loans for each of tLe fiscal years 1950, 1951 and 1052 are

Ingured, or rirzde to be sald oot ihsur
el Insuranse

(D)

for insured §
to transfer smounis between Cilesorips = »

Under 7 U.S.C. £ 1004 (a). Congiess can
tions on the amount of puarii

leans

{8}
Frama

Eran authiwriced under this chaprer, one againgy

sliall he eharped

charged, * = =
Faor the 10:

cluded in FinFLA's annua) appropr

i1

Tuvid—thie Ituial Dchrfnp:;w!rt
fechion S02A of the Aet, T 3.0

on the nioount of industrial ‘E'""""’i"
particular
J46(b) of the Act, as amended, T

Authorized to be
ed, ur guaranteed under the Ruzal Develop-

Fund as fullows :
- - - - -
Inceiinial developrient Joans $1.500.000.000 of which £100 003,000 mar e
viiis and £100.006.000 pay be for Euarantecd loang witn antharity
i

impoze additional limita-
nteed and insured industrial developmient
that ean be made in a particular fiscal year as follows:

** % There shall ke tuwa nmdenis =0 estaldished

for each of guci pro-
and for any uaxiute leveis provided fn ng

reprination Aera for the P
which direct aml insure loans

ard the other pganinst whiel Eruirantesd Juans shall be

0 and 1981 fiscal years, such limitations have been in-
1ation. For example. the following

provision is sct forth in the Agriculture, Rural Developmient, and
Related Agencies Appropriations Act, Fiscal Year 1981, Pub. L. No.
96-528, 64 Stat. 3005, 2106, Decembe; 15, 1950:

For on additional amount to relmburse the rural deyv
for interest subsulies ang lox2es 21

bnrsedd,

elopusent insurance fund
neld in prior years, but not previouslr rein-
in earrving out the provisinns of the Cousolidared Farm and Rural

Deevelopment Art, as amended (7 U.E.C.1085(ay ), $143,282.000.

For loans to be Intured. nr made 1o e sold and Ins
Arcordance with and subiject ro the provisiou= of ¥ U.S.C. 108
G54, as follews : Insured n ater
friclitatrial dex

ured. under this fumd in

and EG Siar. 64)-
and sewer facility loans, £550.000.000 - Enarantesd

elopient loans., $741,000,000 ; augd Insured comwuuley facllity loaus,
260,000,000, *

Similar language setting a S1.1 b
amount of rural development loans for
$10 million for insured loans and the re
is contained in the Agriculture,

! Altboogh guaritieed Toans are inclyded w
leans, this prevision (T 5.0 § 12940801 seta
men: loans and 3 separate Nnil: for

contexl. the trem “ingured loan® reler
recily sut of the revolving

illion overall limitation on the total
the 1950 fizeal ¥ear, including
mainder for puaranteed loans
Rural Development, and Related
ithin ehe statutory defnitisn of lesyred
enr LUmit for lnsured lndustrizl develep-

guarantesd Industrial development loans. In this
3 1o loans whirh are initlally made by Fmi.A dl-

fund 2nd are then promprly soid by FmHA wity recourie io
the secondary marke!, The

ivceptlon are mizde, Beld. afad gerviced by @ mrars
appreved lender, with Fenli

sukze wp

feres “ruaramierd loan™ refers e loans which from their

Wwipating franciag Instltution or other

A'S atsurance thar mpon default by the borrawer if wiil ns-
te 00 percect of Lhe decder's Jows en the locu

_—

= e
i B S S — ——— o —— .
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[ by a private Anay.

A B e e

Agencies Appropriations Act, Fiscal Year 1960, Pub. L. No. 86108,
93 Stat. 21, 631, November 9, 1879,

Although tue language in the appropriation legislation for both
the 1950 and 1981 Hscal years is wiitten in & form that might appear
to appropriate $1.1 billien and 5741 million for guaranteed industrial
development Joans for the 1950 and 1951 fiscal years respectively, it is
apparent that what was intended by the Congress was the imposition
of ceilings on the total amounts of guaranteed rural development loans
l 5 5 that could be made by FmHA in each fiscal year.? It is the existence

of precisely these limitations in FmHA's annual appropriation on the
/‘ total amount of industrial development loans that can be guzranteed

:?*Wl—ﬂ‘r !Igl-'t-fr\n R

in o particular fiscal year that resulted in FmHA's request to us for
8 legal opinion as to the proper treatment of & guzranteed lozn ap-
proved in a particular fiscal year which is modified in & subsequent
fiscal year, © - - e 3o ety ;
FmHA urges us to take the position that & gueranteed loan that
has been modified should continue to count against the suthorized
guaranteed loan level for the year in which it was first approved
rather than the level of the subsequent fiscal year in which the guar-
antee was changed. " . . .7 : B
Before considering the specific issues raised by FmHA, we believe
it is necessary to clarify FmHA’s use of the term “obligation” in re-
ferring to approved loan guarantees. Our Office has taken the position
that a loan guarantee is only o contingent linbility that does not meet
the criteria for a valid obligation under 31 U.S.C. § 200. Ordinarily,
when a loan is guaranteed by the Federal Government, an obligation
is only recorded if, and when, the borrower defaults—and a F edera]
outlay is necessarily required to honor the guarantee. This will not
~usually take place, if at all, in the same fiscal year in which the loan
guarantee was initially approved. See GAO Audit Report “Legisla-
— - tiemrFocded-teEstablish Specific Loan Guarantee Limits for the Eco-

nomic_Development Administration,” FGMSD-78-62. Januarv 5.
8. Thus, we Liave held that it is not necessarily required that funds

- =i E be available in the underlying revolving fund, or elsewhere, before
-]

S nCtbal s

Talfe

[ i

the agency may approve a loan guarantee so long as the guarantiee it-

#21% I cuthorized end-within whatever annual monectary limits Con-
- - ~ ETess’has piaced on 3i. See 56 Comp: Gen. 185, T4T (1978).

Based on informal discussions with FmHA representatives, it ap-

pears that FmHA's practices and procedures in connection with its

guaranteed loan program are consistent with our inlerpretation thata

"As fa explained at greater length Bereafter, funds are mot ordizarily appropristed
for loedn guarantees mlecr no obligation or disbursement of Federal funds occurs when
& loac guaractee Is sppreved.

) L ] -] pre fm
Tt o et e e e W o e s et
e
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loan Eulrantee approval dees nas résult in an sciual ot I 15 e
funds. Apparently, vy FmHA actually does vpon appioval of g
lean guarantee is “charge” the amount of the lean guarantee 5
l? the authorized ceiling tfor that year, Alse, it may adminie ratively
TESeIVe, or carmiark, in its re olving fund a eertain DPereentage of ()ie
total amount of 1)c guarantee based on the estimated default rate fo,
'2"1/ such Joans,

Tho primary case

o ki -

Ziinst

cited by FmliA in its submission, B-189712, Jun-
uary 5, 1978, (37 Comp. Gun. 205) and most of the other related casnc
in this genera) gyea involved Y edesal grants. The issue in tlece caces
was the availability in a later fizcal year of appropriated funds (g
were obligated in o Prior fiscal year where the undetlying amrecinent

that formod the La-i- for the obligation was modihied in e later fisea)
Year, after the end of the period of availability of the funds.

Althourh the situation in the Insiant ease is somewhat differens—
ﬁ " »
An‘actual eblization of

since, a8 expiained ebove, it does not involve
appropriated funds—the same lezal princi Ples are invelived, The ap-
Plicable limitation oy, loan guarantees, which is set forth jn an annusl
Sppropriation act, refers to the total tmount of Joan guarntees that
basic question in the

--22nbe appioved in a particular fiscal ¥ear. The
“ebligation” cases i

2ed afeer the funds a

e no longer available
for o new commitnient. Sunilar

Iy, the basic question here is wlhethey g
loan puarantee, once approved, remains a valid ang binding commit.-

ment if o change affecting the Purpose, recipient, or nature of the
guarantee occurs after the beriod of loan guarantes authority expires.
With these considerations in mind, we sghall address the specific

authority for a particular fiscal y
the authority for that year when
sequent year, When the question is
further amplification, the answer is

of an original grant js un
templated and an gliey
expiration of the period of availabiljt
funds, the award to the alternate

gation and is not Properly chargeable to the ap
the time tlie original grant wa

Propriation current at
s made. See 57 Comp. Gen. 205, supra;

'l---.--l--l—._.-.hhn-_.._
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B=i64031 {3 Jrunce 35, 1976; and other enzes cited in these decisions.
Tho rationale belind the general rule iz get forth in B-114856, Jaru
ery 21, 1960, ns follows:

The awards here involved nre made to individuals based upon their porronz]
gualifications. Whether the award is considered an ngreement or 8 grant, It ls a
per:onal wnderfaking and where an alternate grantee s substituied for the
aregimn! crecipient, there is cieated an entirely new and separate vnderiaking
The a'ternate grantee i entitled to the award In his ovwn right ubder the pew
azreement or prant and not on Lehall of, on aecount of, or as an agent of, the
original grantee It seers clear that the award to an aliernate graolee is not &
continuation of the asreement with, or grand to, the original grantes exccuted
vnder a prior fscal year appropriation, bt §s & new oblization.

Similarly, in the ease at hand, the determination of whether to ap-
prove & loan guarantee to a particular borrower is an individual cne,
necessarily requiring a specific determination by FmHA of the bor-
rower's elizibility under the relevant statutory and regulatery provi-
sions. Obviouzly, the determination by FmHA with respect to the
elizibility of onc borrower and tlie extent to which approval of o’
guaranteed Joan to that borrower would achieve one of the legislative
objectives of the rural development loan prozram, as get forth in 7
U.S.C. §19:2, wounld be of no value in making such a determination
about an entirely different and unrelated borrower, even if a similar
project was involved. Thus, adherence to the general rule, as set forth
in B-114576, January 21, 1960, and similar cases, requires us to hold
that when a loan guarantee is approved for a new borrower having no
relationship to the original borrower it must be treated ns an entirely
new undertaking and must be charged agninst the authorized loan
guarantee level in effect when it, 25 opposed to the original guarantee,
i=approveds T . | e J

Although the above conclusion answers the question set forth in
FmHA written submission, there are exceptions to the general rule.
FmHA's represenatives informally advised us of some specific situa-
tions that may arise in which the originally approved borrower and
the proposed substitute are linked in some way. One example is the
situation in which the originally epproved borrower—a corporation—

=-=isveplaced with a substitute borrower—a partnership—(or the re-
serve). In this example. the individuals controlling both the corpora-
tion and the partnership are the same and the purpose of the loan
presumably remains the same as well. In this or similar situations, the
substituted borrower is not a new and independent entity that is
separate and apart from the original borrower.

This distinction is significant. Our Office hias held that “* * * it may
be possible in certain situations to male an award to an alternate
grantee after expiration of the period of availability for obligation
where the alternate award amounts to a ‘replacement grant' and is
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substartially jdentical IN scope gnd PU:pase to the orizin ETnn
E 162001 (3) June 23,1876, supra.

Qur decisions in Lweo easss gre especially relevant, In B-1s7
Seprember 20, 1970, we held that the unexpected balance of Zrant
funds originally awarded to the University of Wisconzin conlyg
ol Properly be used in a new fizcal yeas to support Northwesterp Univer.
it \% Sity’s completion of tlie unfinished project. Lssentially, we ook this

179,

position because the designated project director had transferred from
tho University of Wisconsi

£in to Northwestern Univershy and was
/ viewed os the only person ca i ]

3 1
we found that the original grant wgs made in response to 8 bona fide
'2:!/ need and that the need for completing the project continued to exist,

Our decision analogized the circumstances of gla: Case to the sity-
ation mvolving replacement contracts,

Cuncerning replacement contracts, we take the Position that the
funds obligated undey 5 contract are, in the event of the contractor’s

default, generally available in & subsequent fiscal year «» o » ¢ o ths

ntractor to complete the unfinished
the work, su Pplies, or services existed at the
original contract and that it continyed to
ecution of the replacement contract. * * an
~'¢¢ 34 Comp. Gen. 239 {1954) : and €0 Comp. Gen. 393 (1981).

The second relevant decision—57 Comp. Gen, 205, supra—wae the
one cited in Fni A ' submission. In that cace e considered whether
to allow an alternate grantee to be substituted for the original grantee

expired where the original grant
epplication had beep jointly filed by both. We helg that, provided

the original and reviseqg grants were for the same needs and purposes

and were of the same scope (which determination was left to the
ngency), replacement of the designated grantee. by the other appli-
cant did not require B.new obligation because %+ » » the alternative
proposal amounts to g replacement grant rather then s pew and
(b=~ separate undertaking.” - e

' In both these cases o genuine and tangible relationship existed pe.
tween the original and substituted grantee. Aleo, jn both eases the
Purpose and sccpe of the Erants, as well as the need for the grant pro-
ject, remained the Same. In the situation suggested informally by
FmHA, the original ang substituted borrowers would have g similar,
if not greater, connection with eacl; other.,

L
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grntee would remain substantially the same cince the saome individuals
would be involved. Therefore, we would not object if FmHA charges
o substitute Joan guarantee againzt the authorized ceiling of the fizcal
year for which the guarantee was initially approved, provided the
substituted berrower bears a close and genuine relationship to the
originally approved borrower (such as has been dizcussed herein) and
the purpose for whicli the loan funds are to be used by the substitute
horrower is substantially unchanged. .

The next question is whetlier a loan guarantee can continue to be
charged against the ceiling for the year in which it was approved
“when major clianges to the character of the project or loan terms
occur during a subzequent fiscal year.” Examples of such major
changes are listed in the submission as including “major changes to
the facility design, project’s purpose, loan terms." As was true of the .
previous question, when the issue is characterized in this fashion, the
answer is clearly “no.” . _ '

Qur Office has consistently held that an agency has no authority to
amend o grant so as to change its scope after the underlying appro-
priation has ecased to be available for obligation. For example in 33
Comp. Gen. 296,295 (1950) we said the Tollowing:

- e cannot agree that suthority to make one grant in a Bscal year necessarily
earries with It suthoricy to amend that grant where the amendment would alter
the ‘scope of the original grant and require pdditionzl funds. The execution of 2
. . grant based vpon o prepozal contalning specific objectives, research methnds to
be followed, ond estimates of project costs wonld ordinarily give rise to a definite - -
and moxlmum obligation of the United States. To enlarge such a grant berond
N O the scope of the original Is to create an additienal obligation aod must be con-
5 gidered g giving rize to 4 new grant. = * *
More recently, in 57 Comp. Gen. 459 (1078), we considered whether
the Department of Agriculture could substitute one research grant
. project for another—to the same grantee. We held that although the
: grant as modified retained some aspects of the original proposal, the -
research objective and scope of the original grant was changed, creat-
_ing n new obligation chargeable to the appropriation of the year in .

g o Zeehich the snhetitution was made. i
Applying these grant decicions to the area of Joan guarantees, wheu -
— - * . & major change to the “character” of the project supported by the
[ guarantee is made, the revised loan guarantee must be charged sgainst
£ the ceiling in effect when the revision is made. We believe that just as
£ _ = significant change in the terms and conditions under which a grant
. was made would be viewed as creating a new grant, a significant change
e - 4-—- —jn the terms and cenditions under which a loan guarantee was ap-
——— s RIS ATiprastid FnliAEFATe Wik TounT 00 Comp. Genl. 464 i981). ~ s oy
L R Howaver, the answer to this anestion as FmHA rubmitted it docs
not, as before, completely resolve this issue. FmHA's representatives

S ———
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informally advised us that in seme instances the only revizions {p

Frojecis suppotted by Finllg loan guarantees were relatively mings

enzs (althouzh no specific examples of such ehanges were stated ). The

?r; 3 gurstion then becomes much mere difiicult to rezolve definitively, since
e we have recognized the existence of exceptions to the gencral ru'e
concerning modifications of the substantive terms of a grant. For ex.

ample, in B-74234, September S, 1960, we did not object to the amend.

ment of an approved gram application after the period of availability

T y of the grant allotments hiad expived, where the amendments involved

chianges in the use of the funds from construction to renovation or the
i
= .;2;]/ reverse,

In 18 Comp. Gen. 670 (1970), we considered a similar question ae r
to whether a proposed medification of 2 grant by ACTIOXN in efiect
created & new grant where the change inveolved an enlargement of the

2 area from which participants in the grant project were to be selected,
=t We said the following in that decision :

Our earller o
ebility of the ¢

ey ———

T rrEr——

L

CCiaiohs fuiterriing changes in Erants after tbe period of avail.
rant funds fur obhigation bzs euded bhave ideutificd three clusely

v Teloted! arelae ol eoncern
FL e {1} Whether a bane fue need for the grant project cootinues :
e will rewaiu the sswe : and

{20 Whether the purpose of the gram
(T i (30 Whetber the revised Erant will bave the sawe Scope as the origloal grane, =
Thus, the test of whether o niodification of the term
= = . ==—8ZICCMeNL constitutes an amendment to the or
ond scparate undertaking is substantially the same test as js used in
determining whether an alternate grantee can be substituted for the
orizinal grantee. That is, the need for the Project must continue to
exist and the purpoze and scope of the revized grant must be consistent
with the purpese and scope of the original grant. i
Application of this test to FmHA loan guarantees can only be ac-
complished, in cur view ong specific :ns&-by-cawbisis;toh?.ianrinf; the
T specific circumstances of a loan and the type of modification involved. I
; However, as stzted above, the type of changes mentioned in FmHA's .
: written submission, including “major changes to the facility design,
project, purpose, [and] Joan terms,” would in our view be £o significant T
8z to change the scope of the guarantee and therefore would have to be 1
viewed as a new and separate undertaking.
The final question in the submission involves the substitution of
onc lender for another in a subsequent fiscal year. Based on the pre-
; ceding discussion this question can be readily resolved. As stated
: sbove, the basic purpose of the FmHA rural development loan guar-
entee program is to provide assistance to eligible borrowers to enable
ther to accomplish one or more of the statutory objectives. In other
words, although the guarantee is extended to the lender, it is clear that
the purpose of deing so is not to provide a Federa) benefit to the lend-

s of the grant
iginal grant or 2 new

e
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* ing institution but to induce the Jendcr to make the loan to the bor-

vower. In this sense, the lender is just a conduit or funding mechznizm
through which FmHA provides assistance to an eligible burrower so
that the statutory cbjectives can be realized. Thus, the particular
Jender involved is of relatively little consequence. In this respect, the
velevant statutory provisions do net contain any specific eligibility
requirements for lenders. This is clearly distinguichable from the sit-
gations discussed above in which the proposed ehiange in the borrower
or scope of the project would neceszarily have aflected the very es-
sence of the agreement.

Accordingly, provided the other relevant terms of the agreement,
ineluding the borrower, loan purpose, and loan terms remain substan-
tially the saine, we believe that a change in the lender can legitimately
be viewed as an amendment of the original loan guarantee. Therefore,
the loan can continue to be charged against the suthorized loan guar-
antee level for the year in which the agreement was initially approved.

Infornally, we were requested to consider & fourth question—
whether the notification of loan guarantee approval by FmHA has to
be in writing in order to be eflective within o particular year and there-
fore be charged azainst the loan guarantee ceiling for that year, or
whether oral notification supported by an internal memorandum is
sufficient. There are no statutory provicions in the legislation govern-
ing the rural development loan program or elsewhere, of which we
are awaore, that require lean guarantec approval to be in writing.
Further, since 2 loan guarantee does not constitute an actual obliga-
tion of funds until the borrower has defaulted and the Government
becomes legally “oblizated” to make an espenditure in order to honor
its gnarantee, recording of guarantees is not required by 31 U.S.C.
€ 200, which requires that obligations be supported by written docu-
mentation. ; Nk ¥y

However, FmHA's rezulations set forth in 7 C.F.R. § 1980.452 pro-
vide in pertinent part as fcllows: *

FmHEA will evaluate the application. FMIHA will moke a determination whether
the borrower 1z eligpible, the proposed loan is for an eligible purpose, and that
there is reasonalle assurzuce of repayment ability, su@icient collateral. and suff.
cient equlity. If FmHA determines it Is mnable to guarantes the loan, the Lender
will be informed Io writing. Suck notification will Include the reasoos for denial
of the guarantee. If FATHA {3 able to guarantee the loan, It will provide the Lender
and the applicant with Form FmHEA 440-14, listing a1l requirements for such
ﬁi‘ﬂiﬁ!‘l.w -

In our view, this regulation clearly contemplates written notification
to lenders of FimHA’s decision to approve or disapprove the applica-
tion for a guaranteed loan. Similarly, the terms and provisions sat
forth in the vorious forms and decuments used by FmHA in approving
loan guarantees (including Forms FmHA 449-35, FmHA 10-1, and

- EFweRfes scm oo
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cluded that similay Provisions in the remulations and
ing the guaranteed Joan pertion of the Smal) Business Ad

required that “the approval of a guarantee must, ot o mj
writing in order to be valid.'

under FmHA's current re
notification would not be suf

The questions presented to
with the foregoing.

T EmE——

/
Interest—Inter ims—Federa] Agency, ete. Against
tate, Local, ete, ﬂov:mments—--}":d'crll' Law Applicability—Clajrm,

cient to cre

ate a valid guarantee,
usby Fm

riginating in Federal Law

A5 0 geoera) rule ioterest iz p

ot allowed cg glaima brought againat E9TeMunesal
entitles unless fEpressly muthorized br statute pr stipulated ta by cootract. Bon-
Ever, where aclalim jn Inter-gorernmenta) In pature, and hay Its arigin in Federa!
law, the Hebility of the debtor wi]) depend on Federa) law and car loeal Jawn.
It Federat law fajls to tlon. theg REetocies must be fu:'drd by
codalderations pr EQUILTY mnd publie COnYenlence and due Tegara should be palg
to loral ln&utul:iu'n;lnd interests lncludinog local law,

Government Printing GEce—-—Printing and Einding Ag'lrumenls-—-
Debt Collection-Tnreress Claim—Disirict of Columbia Indebieg.
ness : ) -

& EETeement bad
€rest bus been 8uthorized by couris and jp
ainet Districy of Columbia [g the pasc. :

District of Cnlumhi:--SLIIul--Dtbu
Set-OF Right g K

Altbough the Distret or
the Federa) Gorernment

Owed 1o United States

rate and disrioe; legal epel-
es. Therefore, claims by Federy) Gorernment Aga:

§ 105t Distriet of Columbia mayr
be collected through setoff spaing: Boappropristed funds of the Distriet in the
bands of the Federa] Government. .

&tﬂﬂ—duthnrity——ﬁuln,

ete. Government Debts—Against Fed.
eral Salary Deductions for State, etc. Income Taxes—Publjc Policy
Considerations 5
oFeirment Printiog Offce (GPO) may ghe st O debts owed to It by District
of Colombie RgRinst faxes witbheld by GPO from woges of {ta tmployees for pay-
Deat of exployees’ Iocome taxes,

The withhelg taxes, whils they constitute ap
tmployer indebtedness, gre beld in trust for the becefit of the District

'ppmvnlmuﬂnncc&nri:;
be in writing to be effective. In G-15- 1977, we eor.
B contract govern,.
ministration
nimum, be in

"Alco, sec 54 Comp. Gen. 215 (1974). Aec-

cordingly, it ds our view that Zulations, ora)

HA are answered in accordance

— =
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Jarmary 5 President submits cutline of FY 1988 Budget

Jarwary 6 - B House Corvenss, Members sworn in

Jaruary B Committse Desocratic Cancus

Jaruary 9 - 19 Distriet work period

Jamuary 21 Secretary of State Stultr (Bxecctive Seagion)
Pull Committes Organization (7:00 p.m.)

January 27 State of the Union Address

FY 1988 budget submitted to Congress

Pebruary 12 - 17 President's Day recess

?‘ehuju.r.yll En:rmrrnfnniu-tuuﬁumnmaﬂ
' m:ritym:qnt{a.-.}
Fehruary 19 mﬁﬂbﬂtﬂﬂﬂﬂmﬂwﬂﬂ

fnrgign asalstance rtq.-tt {a.m.}:

consideration of Cormittes report to Budget

Comittes (p-2.)

February 24 Undersecretary of State Derwinsxi/ATD

- Rhinlltrnh:t ‘McPherson testi.fy on details
of F{ 1988 fn:ugn assistance programs
(a.m.); Loret Rupps Eestifies on PY 1988

 Paace Corps Programe (p.m.)

Breakfast with Secretary of Treasury Baker;

Pebruary 25
sutmission of Committee budget report to
Budget Committee '
Pebruary 26 Breakfast with Secretary of Agriculture Lyng
March 4 . Breakfast with Secretary of Commerce Baldridge

February 24 - March 20 &munittmwtmm;mthishbiw-
recomerdation to Full Committee

March 23 - April 9 Full Comittee sarkup of FY 1988 authorizing

legislation
April 10 CngLmlEm arr:um mn’ 1988 budget
resolution -
April 11 - 20 Easter Recess
April 14 Passover begins
April 15 House scheduled to cmplel:t action on FY 1988

* 1st Budget Resolution

=
=)
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April 21 - May 15 Committee takes all authorizing liv;iszlation to
the Floor
My 15 ’ Consideratlim of approgriations bills, if

ready, and depending on what happens to the
Budget Resolution

My 22 - 26 ' Memorial Day district work pericd

Mxy 25 Marcrial Day

Jaoe 10 Appropriations Cammittee reports last FY 1988
regular appropriations bill

June 15 Congress completes action on reconcilliation

June 30 Congress completes action on FY 1588
appropriations

July 2 ~ 6 Independence Day district work peried .

Asgust 8 - September 8 August/labor Day district work pericd

Agust 1S Tnitial CBO/OMB FY 1988 snapshot

Aogust 20 CBO/CME issue intial report

September 7 Labor Day

September 9 CBO/OMB report referred to TIC

Septemter 15 TJC report initial secuestration joint
resolution

September 21 or 22 Deadline for House vore on initial

, seqguestration resclation

September 24 - 27 Rosh Hashanah

October 3 Yom Kippur

October 5 CBO/OMB issue final FY 1988 sequestration
report .

October 10 Deadline for TJC to report final sequestration

3 joint resclution (five calendar days after

receipt)

October 12 ¢ Columbus Day

October 19 Deadline for House vote on final passage of

sequestration resolution (five legislative
days after receipt)

NAawm €k
* Leadership hopes to have House organized by mid-Jamuary.
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NEWS SUMMARY JANUARY 29, 18B7
EDITORIALS
NYP -"Reagan's Reagan again" He's back. That much was clear
from the vintage State of the Union addre=s. On the Big Question,
he was right up front. He called Lhe arms deal a poliey failure,
assumed responsibility, promised full coocperation to clear up .

questions, ..that's all that need to be said. Despile setbacks 1in
recent months the President is back-- and on the move, He
deserves the support of every American.

ND - "A Sorry Statc": Word was that this speech was Reagan's most
important.. He had to demonstrate that he was putting the
Iran=contra scandal behind him and was back in charge. Well he
didn't, HMHe musti demonstrate through action not rheloric. After
almost three months he still has not come Lo grips with reality,
what really went wrong with the lran deal.

COLUMNS

|

{

| NYT=- Elic Wiesel - "A Letter to Gorbachev": Dear Mr. General

] Secretary, this is a plea for my friends Vliadimir and Masha

' Slepah. They applied for an exit visa to Israel 17 years ago.
This haos nol alway= been easy. Viadimir spent five years in

! Siberia. Last October we spent time together. They are unhappy.

i Why won'L you let them go. T pleaded Tor Andrei D. Snkharov and .
vou were kind cnough to listen., While I'm at it whet about my

' friends Ida Nudel, 7Zakhar Zonshein, losif Begun, Yuli Edelshtein,
Victor Brailowsky, Ioaif Bernshtein, Vladimir Prestin, Alexed

| Magarik, Leonid Volvovky and Alexander Khamniansky. please, Mr,

i Gepneral Secrotary,., let my friends go - for their sake and oithers.

|

|

ND - Seligsohn - WHET-TV 13 Docudrama tonight "In the Face of
Terrori=m. This a part of a series of four programs where Lhere
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iz a hypothetieal situation, in this case a planc hijacKing, and we
get to watch the decision makers decide what to do. Recorded .
before the Iran story broke, participants in this program are -
CIA Dir. William Casey, James Schleringer, Lloyd Cutler, Peter

Jennings, Leslie Stahl. This is an effeclive way of watching P
decision makers under the gun. 0791}*"”’1 kf} o |
& WSJ - Hodding Carter - "And the Winncr I2...Iran"! Reagan
1 brushing over the Iran scandal just shows how he really doesn't
understand the full consequences of his flawed plan. JTran is Lhe
only clear winner. Deploying the Navy is too Jate. A new foreign
policy musi be devised for the future. Given thc President's

unwillingness to realize and learn from misLlakes, it is up
to Congress on both sides.

ND - Collins - "Irangate Reporting is Missing the Full Picture":
The press is often charged with being to hard on the president but
there is m whole new body of thought that they are Lreating him
too gently. This is evident in the coverade of the Tran atfair.

A nationa) disgrace as well as a scandal has taken place and it is
E not being portrayed as such. The nature of Lhe reporting has been
fragmented,

NEWS REPORT .
NYT - Friedmun - pg. 1- "Israelis Reasases Supplying Arms to South

Africa": Political Director General Yorsl Beilin is at the

forefron! in the move Lo have Israel change its policy Lownrds

South Africa. ferael is also under pressure from American Jows

and Congress. ©On the other side ia a majorily of the beaucracy

that want Lo see Israel-South African relations remain status quo

oy become more secret. This side is led by Detfense Minjuter

Yitzhak Rabin. (cabled)

NYT - Shipler -"Shultz meets with Leader of Rebel in South Africa’:
Oliver Tambo head of the African National Congress mct Sec, State
Shultz to have him use American influence to press other Western
countries to impose economiu sanctions on Sovuth Africa. The
meating indicated the U.S. recognizes the A.N.C. which is banned
by Preloria.

NYT - pg. | - Boyd - "State DeplL. Bars Lebanese Travel, Navy Moves
Ships": Travel to Lebanon, on U.S. passports is prohibited and
the government has reinforced its naval presence in the eastern .

Mediterranean and the Persian Gulf. A White House official
indicated that President Reagan might abandon his policy of

neutranlity in the Iran Trag war and shift townrd Iraq. The naval
| build up is intended to aid in the evacuntion of Americans or

other forecigners if neccesary from Lebanon. Americans have been

given thirty days to leave. The United Nations izssued a statement

Ltoday demanding the immediate and safe release of all hostages and

abducted people, (NYP, ND, DN )

NYT - The Archbishop of Canterbury said today that he had been
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assurad that Terry Waile was safe and continuing his mission. The
assuranccs have come from Druse leaders. Some speculate that the
success of Wnite'’s lastl mission may have resulted from White Housc
secret deals, His previous success coincided with arms shipmentis
to Iran. It is possible he was used as B cover without his
knowledge. Mr, Waite has acknowledged he conferred with Licul, ~ L#
Col. Nor oIy - 4 tri N NY 3

North before his trips.{ND, NYP) {)75]1 /#H;/\JL

NYT - Tagliaubue - "Bonn Police Find More Explosives": In the high
grass outside the town of Beckingen, Saarland authorities
discovered five gallons of methyl nitrate. This after the arrest
of Abbas Hamadei, brother of Mohammed Hamadei. His apartment was
raided, several Lebanese were detnined - acquaintances of the
brothers - one was wounded. Abbas Hamadei was secized Monday night
and claimed he had returned to Germany for treatment of a stomach
ailment. :

NYT- Marham - "Weat Germans Low-Key about Abductions": The
situation on the facc of it is a compelling human and political
drama, and for this country something new. Yet West Germany's
press and television have been covering the story with enormous
resiraint, and the counlry appears to be rather unexcited, The
Government blackout on information has been very successf{ul.

IRAN BCAM

N¥T - Engelberg - "Reagan to Hold Off on Iran Comments”: In a
departure from the Adminstration's pledge to make public
everything, The White House indicated the President would make tew
if any public remarks about the Tran affair until the
Congressional and Federal investigations are completed.

W8J - Pasztor - Lawrence Walsh independent counsel for the
lran-contra affair will restriet his probe to fewer issues that
expected. He told the Justice Dept. that he intends to take over
only three seperate criminal investigations involving supplies,
weapons or alrcralt provided to Lthe Niearaguan insurgents. This
has prompted disagreement wiih some Justice officials,

DN - Rainie/Volz - Vice Pres. Bush conceded it was debatable
policy to sell arms to Tran, Bush spoke on ARC's Good Morning
America. Congressional sources report that the administration is
considering FBI divector William Webster to replace William Casey.

TERROR

W8J - Waleolt- "Rengan Administration Aims to Revive its Tough
Poliecy Against Terrorism": Senior administration officials said
they are considering military action against Lebanon if any
hostages are hilled., The talk of military action could Just an
atteanpt to intimidnte the kidnoppers. Growing consensus is tLhe
lipinistrntion has litt)le alternative but to strike.

Bernstein = A Paris appenls court ruled today that Greorge
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Abdallah, presumed leader the Lehanese Armed Revolutionary Faction
will go on trial fro complieily in the slayings of an American and
Ieraeli diplomat. The U.S., became a civil plaintiff in the case.
{ND)

DN - Rehm/Jackman - National Security Adviser Frank Carlucc) is
visiting Central Amcrica to asses the strength of the Contras.
Retired Army Gen. Paul Gorman, who supervised the U,S. military
build up in the area now says the U.S, should change its slralegy
in the region.

: }/.ﬂ 3 : ).ﬁ
IRAN'S REACTION 0791 )'L’ 7 Wl

NYT - pg. 1 - Suro - "Tranina Defends Beirut Abduction”: TIranian
Parliament speaker Rafsunjuni defended the seizure of hostages 1in

Beirut, He said the people of Lebanon have no other defense,

lran denies that it supports terrorism. Western officials say

they are closely linked with groups Jlike the Islamic Heoly War and

Party of fiod, The speaker displayed a Bible signed by Pres.

Reagan, Washington officials said tLhe bible was scnt after an

Iranian envoy had earlier sent the Koran, Iran's speaker insists

that Iran remains interested in better relations with America.

{WSJ, NYP, NI .

MIDDLE EAST

NYT- Kifner - Mubaral met with Assad in another step towvards
acceptance of Egypt in the Arab Camp. It was the first mecting
between the leaders since Mubarak took office in 1981,

WS] - Ibrahim - Kadio Monte Carlo started by French President
Charles de Gaulle has turned into the most widely heard Arab
languuage broadecast. 12 to 16 million Araba listen daily. France
emerged as the Western power many Arabs look up to. The aim has
been to build Arab affection lor France,

ARABS in THE U.S.

NYT- Arab-America and civil liberties groups today condemned as

"politically motivated" Lhe arrest of nine people this week in
L.A, The F.B.1. said it would not comment. Fight of thoge
arrcosted were Palestinian and arc said to be supporters of .

militant groups.

DN - Mayor Koch met with the only Warsaw Ghetto survivor left in
Polond., There are only 6,000 Jews left in Poland., Dr., Mareh
Fdelman says he slays because after surviving he has a

responsibility to take care of the dead., (ND)

HOLOCAUST !

NYT - Guldman - Archhisl Valerian Trifa deported from the U.S5.
after being accused of being a MNazil supporter died today.
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ND - A French resistance fighter ronfronted her toriurer today. ‘
She identified Klaus Barbiein his cell as the man that Lortured
her before she was sent Lo a death camp

ND - HBO will male a TV movie about Simon Wiesenthal. -
e
BLACK HERREWS: 0791 /W:’}W} a

ND - Howell - Imam Sirahi Wahhaj, head of tLhe Masjid AtTagwa
Mosque and four others are heing charged with burglary and
possession of weapons and menacing after confronting and ousting
ten people from an apartment where he said drugs were being sold.
Wahhaj hnd reportedly complained Lo police but said Lhey Look ne
action, so he and several companions did.

OTHER

»
DN-Michael Ray Richardson has signed to play basketball in Israel.
He was barred from playving in the U.8. hecause of drug use.

DN- (Charles Gibson will replace David Hariman as co-anchor of
Good Morning America.

ND - Dajly News will delay building a new plant and retfurbish .
the old onc instead. The paper hopes Lo negotiate a new contract

with the unions and get $30 million in givebacks. The paper

reportedly lost $5.1 million in 1986,

NYP - "Today" celebrates its 35th year and will air a primctime
special., It is considered an institution and remains o rating
champion.
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 Lraelis Reassess
Supplying Arms
To South Africa

Policy Struggle Covers
All Commercial Links

By THOMAS L. FRIEDMAN
Epecisl 10 The Mew York Times

JERUSALEM, Jan. 28 — Under pres-
sure from both the United $tates Con-
gress and American Jews, Israel is

,reassessing its arms and trade rele-
:tionship with South Africa, Israeli offi-
‘clals and foreign policy experls say.

Whether that reassessment will end
up with Israel’s adopting sanctions
against South Africa, however, will de-
pend on the outcome of a struggle now
taking place In the policy-making es-
tablishment.

The most pressing factor is the Com-
prehensive Antl-Apartheid Act, passed.
by Congress on Oct. 2, 1888, which de-’
creed that by April 1, 1987, the Presi-
dent must receive a report from the
State Department that will outline

.other nations’ arms sales to South Af-|
.rica “with a view toward ending mili-
ttary assistance with countries engaged
“In that trade,”

Minority Seeking Change

The struggle in Israel pits a tiny mi-
nority of Israeli officials and intellectu-
als who want to see Israel not only
sever or reduce lts trade, cultural and
military relations with South Africa
but also take a leading role in the fight
against apartheid. This group is led by
Yossi Beilin, the political director gen-
eral of the lIsraeli Foreign Ministry;
Amnon Rubinstein, the Minister of
Communications, and some scholars,’

Including the political theorist Shlomo
Avineri. ;

Agalnst them is a majority of the bu-
reaucracy that wants to maintain the
status quo in Israel-South Africa rela-
tions, or perhaps adopt a few token re-
ductions, and to make the already se-
cret relationship even more secrel.

| This group is led by Defense Minister
| Yitzhak Rabin, one of the staunchest
advocates of Isracl-South Africa rela-’
‘tions, .and includes Prime Minister
. Yitzhak Shamir and former Defense
%ﬂlnia;er_‘s Ezer Welzman, Moshe Arens
: Arlel Sharon, as wel) as virtually
P ﬂ%ﬁﬂ‘ﬂhﬁé]ﬁﬁﬁrud ministers in''the
iGuw:rnment and most of the Labor
+ Party ones as well.
' Foreign Minister Shimon Peres
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gulng that "Israel is not going (o lead a
policy ' against South Africa, but will
follow whatever line Is set by the
United Staics and Western Europe.
For yeas, lIsrael's policy toward
South Africa was one of deliberate am-
biguity — publicly condemning apart-
heid, whlie privately maintaining a

This appioach, Israeli officials note,
I% no differens from that of most West-
ern nations aud perfectly reflects the
coutradictory impulses in Israel; On
the one hand (here is an abhorrence of
the racism of the South African Gov-
ernment, but on the other hand there ig
a concern for South African Jews an
often subliniinal identlfication by Is-
raelis with the beleaguered and sur-
rounded Pretoria Government and a
“realpolitik” attitude that Israel has
too few friends in the world 1o be choo-
sey about Its partners in trade and
arms sales,

The exact naiure of Israel's milita
relationship with South Africa is a well-

Hundreds of
Israeii jobs are
involved.

kept secret. But military officials say il!
Is extensive enough to Involve hun-r’
dreds, if not thousands, of jobs In Is-|
raell military industrles and several
hundred milllon dollars In earnings.
With unemployment in Israel on the
iise, particularly in military and high-
tech industrles, longlerm arm sales
are prized by Israel today.

Varlety of Arms Sold i

Acculding to press reports, Israel in
the lasi Iﬁfyears has sold South Africa
avariety of military equipment, includ-
ing light weapons and communications
gear and, more Important, technology-
data packages containing the designs
for several major Israell weapons sys-
tems, which were subsequoently assem-
bled by South Africa's own military in-
dustry, These reportedly include the

e e R |

SYIREUS e

seems to be straddling the issue, ar-

[ pragmatic  and mutually beneficlal
array of coinmercial and military ties. |

‘blowing In from the United States.

focus of discussion in the United States,
|"it was not a live issue here,” Professor

Saar-class missile boats, the Gabiiel
sc¢a-lo-sea missile and avionics elec-
tronic countermeasures for South Af-
rica's new Cheelah fighter-bomber.

In aadition, American milltary
sources say lsrael recently helped
South Africa develop a KC-135-type
surveillance aircraft and air-to- air re-
fueling abllities for the South African
Air Force. Israel and South Africa are
also rumored to have couperated in
developing nuclear weapons technolo-
gy, although this has been denied by
both :iations.

Israel's actual commercial trade
with South Alrica is tiny, particularly
compared with that of the United
States vy Wesiern Europe, In 1985, the
last year in which official fipures are
available, Israel imported about $100
million worth of goods from South Af-
rica, mostly coal and other metals, and
exported about $44 million, or abou 1
percent of lsrael's total exports.

Beyaond trade, however, the Tel Aviv
datly Maariv repoiwed that South Af-
ricans, mostly Jews, have been allowed
to invest “‘tens of millions of dollars" In
Israel In recent yeurs, as a result of
agreements between the two Govern-
ments. This has been an importam
source of new funds for Israell industry
and construction.

What has prompted Israel « recon-
sider these rejations is the new wind

"“Until suuth Africa became (he

Avinert said. "“Now, lsraeli politicians
realize that there is a price to be paid
for the status quo.”

If the State Department Bureau of
intelligence and Research, which is
preparing the report for the April 1
deadline set by the Comprehensive
Antl-Apartheid Aci, finds that Israel is
selling arms to South Africa, that
could, technically, result in an end to Is-
raei's $1.8 billiun m ominary aid trom
the United States.

Even though such a result seems un-
likely, Israeli officials know that they
simply cannot flour the Congress,
particularly since a parade of Amer-
fcan Jewish groups, including the
Amerlcan-1srael Public Affairs Com-
mittee, the so-called Israel lobby, have!
becn tr'mpln? through lsraell Govern-
ment offices Tor the last year letting of-
flelals know that they are falling out of.
step with the pro-sanctions mood of the

LA ]
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I Nnt Penetrated Al Ecnelons’ ' i :
One of the arguments often imaw

L T v SR .JI.' ,-[- { " )
! vir "'1 ”L?;“lrﬂ}"d{lt:;ﬁf;:hhtzgn;‘lc:g:rét;'g duced by the hard ]an'Ih 15 that Lhcy
& aisth Africa that's for sure,” s61d M1 cannui impose sanctions on South Af-
E-ehllulm of the Israeli Fmeigﬁ Minlsir}'. ma{: ECvDr Hes REcAUE L oatid Anvin
“and even If this has not penetrated all} ”?f ]_.,u,uﬂu_.ll_cws_ anG NS0k Tacagit B
the echelons of government here, 1 be p:tnates,IL:mg*,mESm;i:h:}fm-a %Ul lo
. ' raell experts on Sout rican Jewry
ﬂf:em‘;‘s“;&ﬂ;ﬂ_,““d””’m of Israel got insist that this is largely a pretext and
Bari “;?;]-I T s th:ﬂ n !‘,:.:*l. Th-;-uerbllieskhe:ween Israe)
B - a south Alrica WA E ; i %
fice of the American Antl- Defamation E?Q'r‘) hz_-n.-f:(‘iil.l'ﬂufrzrr sﬂnﬁn; i;ﬂfﬁfﬁﬂ
League of B'nal B'rith, said, “Although in the long run. I
the lsrael-South Africe scinlivnsiig “Iast ~because  1sracli - sanctions
has been greatly exapperated, we have against South Africa might make some
tried to sensitize the lIsracli Govern- Jews there aucomfurtable is no reason
mg?lei?;tiﬂéﬁﬂl%ﬁ ?;Euge?r{hﬂ?; ’ﬁﬁéiﬂg for 'us] 10 overlook n‘.t:jrﬂsig:r-lnleresl or |
5, moral concerns,"” sa eon Shimom,
Despite these pressures, the hard- an Isra?ii historian of South Mrican[
liners in the Isracli Governmen! are Jewry. “Moie iinportantly, it is not like
urging a go-slow approach. Defensc the South African Jewish comrunity is
Minister Rabin reportedly visited monolithically against sanctions. Muany
!Fremrin a few weeks ago to spell this of them are leading critics of the South
out to the South Africans. The trip was African Government and would like to
prompted, according to & Israeli mili- ‘see faster chauge and are embar-
tary source, by some velled threats rassed by Israel's pragmiatic ap-
fssued by the South Africans to lsrael proach.”
; s W' if Jerusalem
Taiiusglrl;n;;lhﬁr E:ﬂ;:.acts. % Lonely Fight In Bureaucracy
The Israell hard-liners are suggest- For the “";f being, thougti, Mr. Bel.
ing that Israel should, and can, try to lin end Mr. Rubinstein are fighting a
reach an understanding with the Rea- lonely fight in the Israeli bureacracy.
gan Adminisivation that would at least They s_i;} thuﬁlhafve no illusions that
allow Israel to carry through existing they il o €00, Tor b T RO
contracts with South Africa — particu: O vif the military
larly since hundreds of Eu];.s in lsrael relationship and (u adupt & moral lead-

might be at stake — while at the same ership pusttion in the fight against

time lowering the profile of the rela- apartheld
Illﬂ!‘lﬁhlp as much as possible. They are instead mnrentrﬁmg e

These hard-liners, then 1s1aell Opplr persuading Israeli otficials antl pvlvate
nents say, are oblivious tu the faci that citizens nov 1 travel o Soulh Africa
'while Israel criticizes West GermanJ tand huplig 1o get the Cabinet atleast o
and France for selling arms to Saudi adopt some symbolic sanctions that
Arabia just to save jubs in thelr own| would put Israel solidly within the
countries, that is exactly the argument Western consensus and begin 1o break
lsrac) is using regarding South Africa. !s?:t::maﬁr;x?: Isruel and South Afiica as

sisler countries,
Shamir Plans U.S. Vislt ' Their attitude, said Dan Sagir, an ex-

In any event, Mr, Rabin has been pert on South Africa for the daily Hua-
clearly signaling Mr. Beilin that if he retz, is that “if the West is going (v be
would just keep quiet, something might hypocritical, and impose sanctions
be arranged with the United States. while selling armes, then lei lsyael
The subject is expected to be high un should at least be hypocriticai wwo and
Prime Minister Shamir's agenda for jmpose some symbolic sanciions.”
:Irsyﬂs“ 1o Washington in late Febm-r | Tide of Mistory Is Cited

“This gn.!p just doesn't want L0 BC- . The lsraell advocates of 1aking a
cept that there Is an American dead- public stand against South Afilca also
line," said Akiva Eldar, diplomatic cor- argue that in “realpolitik” terms Is-
respundent for the Haarete newspaper. "‘El- _1',') MAMIainIng the ties with
“They want to have their cake and eat Pieloria, 15 going against the tide of
it too. They have nol learned anything hisiory and one day will pay for it

from Irangate — thal you don't play
games with the Congress.” .
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In an effort to create an allernative
model, a group of private Israelf citi-
zens has been bringing o 1srael groups
of bluck South African church, labor
and educational leaders, mostly from
'Spwelo township, fur monthlong work-
shops on econvmi. and communily
development. The program i being un-
derwrilten by donations from Amer-
ican Jews and held in cooperation with
the Isracl Afro-Asian Institute and the
Histadrut Labor Federation.
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Supplying Arms |
To South Africa

Poft'cy_ .S'_r:l;g;fe_ Covers
All Commercial Links

By THOMAS L. FRIEDMAN
Epecia) W T flew Tiah Jiives
JERUSALEM, Jan. 28 — Under pres-
sure from both the United States Con-
gress and American Jews, lsrael s
reassessing e arme and trade rels-
tionship with South Africa, Tsraell offi

e e T ——— e ——

1 tions, or perhaps adopt & few ;
¢ and lo make the Hm

clals and forelgn policy experis say,
Whether thal reassesement will end
with lsrael's adopling sanctions
against South Africa, however, will de-
on the oulcome of a struggle now

taking place In the pollcy-making es-
tablishmenL

The most pressing factor is the Com-
prehenslve Antl-Apartheld Act, passed
by Congress on Ocl. 2, 1086, which de
creed that by April 3, 1967, the Presi-
denl must recelve a report from the
State Deparimenl that will outline
other natlons' arme sales 1o South Af-
rlca "with a view toward ending mili-
Lary seslstance with countries engaged
in that trade”

Minority Seeking Chaoge
The struggle In Israe! pits g Liny mj-

eral of the Israeli Forelgn Hiniury.'.l
Amnon Rubinstein, the Minlster of
Ca n ng, and some scholars,
including the political theorist Shlomo

e
galnst them is & ma

W that wants 1o meintaln the
us quo In Terael-South Africa rela-

c ationshlp even more secrel

Thie group is led by DWW#“
Yitzh , one of the slaunchest

8 ales rael-South Africa rela-
tions, and Includes Isler
Y r and former efine

ers n. Moshe Arens
and as well as virually
all the other Likud ministers In the

Government snd most of the Labor
Party ones ag wall, 7 X

e

Foreign Minister Shimon. Peres

 ontlnued on Page AG, Column 3
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Israel Reassessing Arms Trade With South Africa

)
4 0730
4

ERE 1 I e
N i ' | wrgmp a go-slow approach Defense
Conuaued From Faye Al | \’Mi_l:g'_@_f__{['_‘j"_ﬁfqu,_ _ AND OO (uC Lo, . | ;Mmﬂlfu- Ratin reporiedly wvisited
ok " According 1 press e parts, Isrsel in Whist has prompled lsraei W . Pretonia a Tew weeks ago Lo spell thus
the last 15 years has suld suuth Alnca sider these relauons 1s the pew put 1o the South Africans. The Lrip was
s Lo be straddlung the jssss, ar itarv eguipment, nclad- swing r from the United States. rding o a LsFEen mili-
| seerms s il a variery of oulitary equip g blewing _ R prompied, according | f
| g Uuat “lsTac] 1> it fonig ttead a [ g Dight weapons and Communcations “Unnl Sowh Africa bmm;a{ ine, tary SOuree, by some VEEd threacs
pulicy” against Seul Adwica, but will pear and, mare ImMpari<nt, 1echm1}ﬂf-'.i"_ focus of discussion i the LFI}FH;DI [ lssﬂﬂ‘ﬁiﬂ‘l‘; AT
[ullow whatever hne i scl by e data packages comii 'I:'gwgf L‘h‘hg; it wasmota | live Ntzzﬂhfm- Prodesso, miﬁ;}f&;ﬁ” bt il all L.
. : Weniern Euripe for several major larach i PO 3 ﬁxmgﬂ said. i Wi decy (o seveT comlacis

1| Msen wl‘: T;:lm':. policy  toward tems, which were subs quently assem- realize that there 15 & price 1o be paid, The Tsraell nard-iners are suggesi-|y
| Bl Sl A T ey PRy bled by South Africa’s own military - for slatus (uo. ™= T ng that Israel should, and can, ry 1o
sauth Adrica w.::.m..—ut_t:r‘. @ Y dusiry, These reporicdly inchade the TFibe Siote i Bureau reach an understandmg with the Rea-
11,__.I_|u:3' — Fl.il'l!.lﬂly :.'(.-j..l-..-_i . i Tt LP‘TI‘. S&ﬂr{iaﬂi l‘l\lhbllt' becrls, the Gabrel In[u_’.liﬂtnﬁc and Hﬁﬁrch, 'Im-ldl IS gan Admimstration that wnld ;i_[_h.asl
1 |1ad, whule prvaicly maupamine o sea-tp-sea Missile sind AVIONICs elec preparing the report for the Apr 1 allow [srsel to carry (hrough exsing
| | pragmatic und sty beiel tropic countermeasurcs for South Al deadline sct by ihe Comprehensive contracls with South Afnica — particu-
arsuy ol COMMErCIAl 20, ATy Les. fca's new Cheetah Dzhter-bomber. Anu-Apariberd Act, finds that Israel 15 Jarly since hundreds af jobs i lsracl
s approach, lsrac wificials tHde, In  addition, Amencan  mihitary scilmg arms Lo South Africa, u-"-i“-ll_ maght be al stake — while at the sarne

15 no Gifferent frem tnat of Mos ‘u..;tﬂ.-. gources say lsrael recently  helped could, technecally, reﬂ.l.l_l._lnl.ﬂl:l_'ﬂ LGH-'I time lowerning Lhe profie of the rela-
crn nations and perfocily *f"r’““;':‘ oo South Africa develoy 4 KC—‘--'SE"WrP; rael’s $18 bilhon m military aid from Lionship as much as possible. i
contradictory umpolsis W lsrast 4 eliance aircrall ol a30-Lo- W the Unitiad States. i - ‘

i oo Nand there is < ubsorrence of ';':;L;g abilites for the South Alfrcan © Fwen though such a resull seems These hﬂ"‘“‘““bﬁm ““’L;ﬁ.e"f;gﬂm .
e riacism of the Scuth Alncan Gav- Awr Force lsrael and Seuth Alrica are Likely, Israel officials know Lhat lht&l'i nents say. alreu cwmiﬁm o Coany
| crnment, but on the ouier hand there 18 rumored 1o have cooperaied ia sunply cannot flowt the Comgress, wiile Jsrael crtici odi
a congern for South AfTican Jows, &n :Efch-pmg nuclear weapans 1echnok- particularly smce u parade of Amer-| and France for selling grmsu’eh_:l_"&: el
!“‘“‘-“‘ subliminal nlimm;:,m" ,I;jmli py. although this has been denied by wean  Jewsh aflrﬂ;lﬁ- “fnwmu;“' ﬁlﬁgft;z ;“:fmj"ghmme argument
| raelis with the beleipuered a (b NALIBNS Amencan-lsr ublic .C ICs,

:mh&;ﬂ Pretoria Government and a ml_fr::l's actual commercial trade mittee, the su-called lsrael iobby, have srac] is using regarding _Saulh Alrica
|“realponiuk” atutide that Lseuct has wilh South Africa is liny, particularty been trooping through Israch Govers Shamir Plans U5, Visit .
|wo few frends in the worldl 46 1< ﬁ compared with that of the Umted] ment offices for the last year letlmg In tnfi'ﬁfﬁ; Rabin bas been |’
|y aboul its pariners u Lede Seates or Western Europe. In 1985, the ficials know that Lhey are 'm.,m :‘:1 i:t clearly signaling Mr. Beiin that if he
arms sales. ' " last year in which officsal figures Qo8 step with the pro-Sanclons would Just keep guiet, something might |

The exact nalure o Israel’s ) “m'"lr available, Israel unpored aboul $100 American public. he { with the Umied Saies
relatwnship wilh South Alnca b & Wet mallion worth of goods from South Al- “Not Penetruted All Echelons’ The s e to be high on

| T rics, mosthy coal and other metals, and (o con v Spamir's i da for
. —_— ' : baut 1 “amencan Jews are Lrymg Pri . T ae Febs

exported aboul $44 milhon, or a dimy 1o Washington Febru-
f Ff:.e.nl of lsrael’s Lolal exports. yince us o do something F@r s viEit

| Hundl'ﬁds o S Bl AVIY Souin Africa, that's for sure, M.Mr ary. L wanl W ac-

1 i Beyond trade, however, B 1€ AT | T peylin, of the 1sraeli Foreign Mimistry Th R e eriemn dead-
IEraﬂh ]Obﬁ arc dasly Maanv reporied whlem el and even if this has nol penelra v cepl #l,!_lij,la_ : it QplOTALE Cor-

- ricans, mustly Jews, have been AUOWE the echelons of government here, line,” sa1 ’ﬁ%, elx nENEpAPaL:
: l‘Jﬂd 10 nvest “1ens af mblons of _'-‘-ﬂ x o hewe that the leadership of lsrael got respendent for e Cakee 2o eat
invo r lsrael in recent years, as a resu the message.” = -xmwmﬁ mﬂg%ﬁtﬁi‘ﬁ‘ﬂ”ﬁn

E—— apreements between Lthe two ‘_.uw_-m-l‘ Harry Wall, director of the Israel of- il 100 y Bave NG Lﬁm
ficials say it ments, Thus has been an MOPS fice of ihe Amercan Ant- Defamatian from. Ir e L Tl |
kipl secrel. But miluiary 4 1c < ow source of new funds for srach miusiry Leapue of B'nai B'nith, saxd, * although 13“:,&5 with the ﬁu_}gim

ts exiensive entugh o IVERE L e lsrael-South Africa relatiooship e =

dreds, 1 nod thousends, .“l Jubs merul hus boen greatly exaggerated, we have <
}m--h iiliiary indusines aod sev 1 tred to sensitize the lsraeli Govenr --r' ‘29_ 7 Q?"
hondied mithon duollars 1o enmfﬁ_: e I e tencre the depth of feeling ﬂ‘d"_ v
{ Wit unemployment i lsrael mm i that exists on this 1ssue o the US."
| re, paruculardy i midiary and hugl

wech imdustnes, loaglerm arm siikes

Deespite Lhese Prossures, the hard
| are prized by lsracl today.

liners an the lsraell Governmeft are |

e



[

. T

L\ 0730

One of the prgaments ofien intro-
duced by the hard-liners e that thoy
cannal impose sanciions on South Af-
Ve &b BevE; Ligs because i cowld harin
the 120,000 Jews and 10,000 1sracl ex-
patrigtes, living in South Africa. But Is-
raell experts on South African Jewry
iinsist that this {s largely a pretext and
|lhai in fect better tes between Israel
and South African blacks might be a ot
more beneficial for South Alfrican Jews
Hn the long run
i MJust cause lereel;  sanctions
nealnst South Africa might make some
Jews there uncomfortable & no reason
for us 10 overlook our eell-inlerest or
moral concerns,” sald Gideon Shimoni,
an lsracll historien of South African
[ Jewry, *'More imporiantly, it is not like
[the South African Jewish community is
monotithically against sanctions, Many
'of thom are leading critics of the South
‘African Government and would like 10
gee fusier change awnd are embar-
rassed by lerael's pragmatic ep-
proch.”

Lonely Flght in Buresucracy
For the time belng, though -
lim i a
! i
T v have no {lluslons that

they will be able, for now, 1o persuade
the Government to cut off the milltary

| relationship and (o adopt & moral lead-

ership Fosilmn in the flght agalnst
apartheld.

They are instead concentraling on
persuading lerael officials and private
citlzens not 10 travel to Soulh Africe
and hupiig W gel the Cabinel #l jezs!
adopt some symbolic sanctions that
would put lsrael solidly within the
Western consensus and begin to break
the image of lerael and South Alrice as
Elgfer countries,

Their etiilude, enid Dan Sagir, an ex-
pert on South Africe for the dally Haa-
retz, i that "I the West i going 1o be
hypoeritical, and impose senciions
while selling arms, then let Israel
should st least be hypocritical too nnd
Impose some symbolic sanctions.”

Tide of History Is Clied

The leraeli advocates of laking a
public stand against South Africa aleo
grgue that in “reglpolilk"” terms le-
reel, by maimalning the tes with
Pretorin, Is going egeinst the tide of
history and one dEy WITLPaY 1o |

f 1T o Creale AR B il
model, 8 group of private lsreell cli-
2ens has been bringing te lsrael groups
of black South African church, laber
and educativnal leaders, mostly from
Sowelo township, for monthlong work.
shops on economic and community
development, The program is being un-
derwritten bg donations from Amer-
lcan Jews and held tn copperation with
the 1eracl Afro-Asian Inslitute and the

Histadrut Labor Federation,

= e ———___—————

END
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WEDNESDAY, JANUARY 28, 1957
TUESDAY, JANUARY 27. 1967

MAJOR NEWS HEADLINES

TUP STORIES: REAGAN'S STATE OF THE UNION ADDRESS
PRESIDENT REAGANs IN HIS SIXTH STATE OF THE UNION
ADDRESSs, ACKNOWLEDGED ERRORS MADE IN CONNECTION
WITH THE IRAN DEALS AND REITERATED HI5 SUPPORTIVE
STANCE WITH REGARD TO THE NICARAGUAN CONTRAS, FOR
SDI-, AND FOR UPPING THE MILITARY BUDGET WHILE
AVOIDING TAX INCREASES.

WwWPEN NPYrm-yinn TIivn
WAS5H. POST: =S5ERIOQOUS MISTAKES .
* MADE IN IRAN DEAL, REAGAN SAYS: PRESIDENT OFFERS
TO COOPERATE WITH HILL'S DEMOCRATS

PHIL. INQ.:REAGAN REGRETS IRAN DEALINGS: URGES
CONGRESS TO LOOK TO FUTURE

BALT. SUN: REAGAN CALLS RISK WITH IRAN =MAJOR
REGRET"
USA TODAY: REAGAN IRAN REGRET: =DIDN'T WORK

WASH. TIMES: REAGAN: LET'S PUT IRAN MESS
BEHIND US

SOVIET UNION...REFORMS

SOVIET LEADER GORBACHEV YESTERDAY PROPOSED SEVERAL .
NEW MEASURES, INCLUDING SECRET SALLOT ELECTIONS

OF TOP COMMUNIST PARTY OFFICIALS, WHICH ARE DESIGNED

TO INJECT MORE DEMOCRACY INTO THE SOVIET POLITICAL

SYSTEM.

WASHe« POST: GURBACHEV PRESSES FOR SECRET
BALLOT: MOVE REPORTEDLY AIMED AT PARTY'S OLD GUARD

PHIL. INQ.: SOVIET: (CHANGE ELECTIONS: GORBACHEV
CALLS FOR SECRET BALLOTS

BALT. SUN: GORBACHEV ASKS REFORM ELECTIONS:
DEMOCRATIZATION OF SYSTEM PROPOSED

PHILIPPINES

AFTER AN ATTEMPTED MILITARY UPRISING, SOME 100 REBEL
PHILIPPINE SOLDIERS REFUSED TO SURRENDER AND
MAINTAINED POSSESSION OF A TV STATION IN MANILA,
DESPITE WARNINGS FOR THE AQUINO GOVERANMENT.

WASH. POST: REBELS HOLDING MANILA STATION:GOVERNMENT
CRUSHES UPRISING AT AIR BASES

PAIL. INQ.: SIEGE DRAGS ON AT MANILA TV STATION

PN NPYNNR-yIinn Tivn
CHIC. TRI#s.: AGQUINQ LETS .
REBELLION SMOLDER: DEFIANT SOLDIERS HOLD TV STATION
DESPITE THREAT

BALT. SUN: 100 REBEL TROOPS HOLD
OUT AT TV STATION IN MANILA

SHUTTLE DISASTER...ONE YEAR LATER

ONE YEAR AGO, THE USA"S WORST SPACE DISASTERs, THE
CHALLENGER ACCIDENT, TOOK THE LIVES OF SEVEN.

TODAY, THE NATION'S SPACE PROGRAM CONTINUES TO

LOOK AHEAD TO AMERICA'S FUTURE IN SPACE., 3UT OFFICIALS
AGREE THAT NEW SPACE VEHICLES MUST BE DESIGNED

AND BUILT TO GET THE SHUTTLE PROGRAM OFF THE GROUND
AGAIN. USA TODAY: OUT OF TEARS, A BORN-AGAIN LOVE

OF SPACE

CHIC. TRIS.: SPACESHIPS SEEK NEW ROAD TO SPACE.

WASH«POST: SPACE TRAGEDY'S ANNIVERSARY
BEING MARKED TODAY

NEWS ARTICLES

LEAVE LEBANON REAGAN WARNS: =THERE'S A LIMIT' TO

WHAT U.35. CAN DO FOR YQU-, AMERICANS TOLD .
LeAa TIMES, TULMULTY GERSTENZIANG: PRESIDENT REAGAN
URGED AMERICANS IN BELIRUT TO LEAVE THE WAR-RIPPED
COUNTRY AND SAID THAT THE GOVT. IS LIMITED AS FAR

A5 WHAT IT CAN DO FOR THEM AND THEIR SAFETY. HE
CONDEMNED THE SEIZURE OF MORE HOSTAGES IN L:&BANON
BUT SAID BLUNTLY THAT IF THOSE DAMN FOOLS INSIST

ON STAYING THERE, THERE SHOULD BE A LIMIT ON WHAT
ONE CAN BE EXPECTED TO 00. (2771737)

US RETICENT ON ARREST OF PALESTINIANS:9 IN CALIFORNIA
TIED TO SUBVERSIVE ACTIVITY

WASH. POST, THORNTON KURTZ: NINE CALIFORNIA BASED
PALESTINIANS, ALL JORDANIAN NATIONALS, INCLUDING
THE SOUTH CALIFORNIA'S LEADER OF THE POPULAR FRONT

WP NPIm-yinn 1Tivn

FOR THE LIBERATION OF PALESTINE, WERE ARRESTED c

8Y FBI AND IMMIGRATION AGENTS ON CHARGES OF VIOLATING
UeSe LAWS DEALING WITH ESPIONAGE, SABOTAGE, AND
PUBLIC DISORDER. THE JUSTICE DEPT. HAS RELEASED

FEW DETAILS ASOUT THE CASE BUT THE ARRESTS ARE

THE RESULT OF A LENGTHY F8I INVESTIGATION.(2871/87)

LaA. TIMES: 7 LINKED TO PLO TERRORIST OFFSHOOT
SEIZED IN L.A. AREA

FEUDING LEADERS OF EGYPT, SYRIA MEET IN KUWAIT:
ISLAMIC SUMMIT SAID TO MARK END OF CAIRO'S ISOLATION

WASH. POST, RANDAL: AT THE ISLAMIC CONFEREWNCE

ORGANIZATION SUMMIT IN KUWAIT, EGYPT'S PRESIDENT

MUBARAK MET WITH SYRIA'S PRESIDENT ASSAD - THE FIRST

SUCH MEETING SINCE EGYPT SIGNED ITS PEACE TREATY WITH .
ISRAEL. EGYPT HAS USED THE CONFERENCE TO REHMOVE

THE REMAINING TRACES OF ARAB (OSTRACISM. ATTITUDE

CHANGES TOWARD EGYPT REFLECT MOUNTING CONCERNs

ESPECIALLY THAT OF THE SMALL ARAB OIL STATES,

ABOUT THE OUTCOME OF THE IRAN-IRAQ WAR. (2871757

SHULTZ SAYS NO FURTHER IRAN CONTACTS UNLESS IT CEASES
TERRORISM, IRAQ WAR

PHIL. INQ, GREEN: IN CONTRAST TO CTHER REAGAN
ADMINISTRATION OFFICIALS, SEC. OF STATE SHULTZI sAIp
THAT CONTACTS WITH IRAN SHOULD NOT SE RENEWED AS

LONG AS THAT COUNTRY SUPPORTS TERRORISM AND CONTIMNUES
ITS WAR WITH IRAG. HE ALSO LINKED THE RECENT
KIDNAPPINGS OF THREE AMERICANS IN BEIRUT TO PRO
IRANIAN HEZIBOLLAH. (253/1/87)

CHRIS. 5CI. MON.: =NO EXCEPTIONS" TO EMBARGO ON
ARMS TO IRANs, SHULTZ TESTIFIES

EALT. SUN: SHULTZ TELLS CUTOFF OF IRAN ARMS
SALES: =NO EXCEPTIONS® TO EMBARGO

ISRAEL SARGAINING TO SELL ITS SHAKY AIRLINE

PN NPYrm-yinn Tivm

CHRIS. SCI. MON, HALEVI: EL AL, ISRAEL'S MOSTL
GOVT.—OWNED AIRLINE IS5 ANYTHING BUT A MONEY MAKER.
THE FINANCE MINISTER HAS PEGGED EL—=AL'S VALUE

AT \800 MILLION. TODAY-THE GOVERNMENT IS CONSIDERING
PRIVATIZING THE AIRLINE, AFTER HAVING RECEIVED
OFFERS FROM VARIOUS INVESTORS. HRECENTLY., ON A

TRIP TO THE U.5., TRANSPORT MINISTER HAIM CORFU

WAS APPROACHED 3Y CANADIAN BUSINESSMAN WILLIAM
BELIBERG, INTERESTED IN BUYING EL AL. (277187)

CAN'T RECALL CLEARING "35 ARMS SALE, REAGAN SAYs:
HOSTAGE DEAL WASN'T MAIN GOAL., PANEL TOLD

WASH. POST, CANNON HOFFMAN: PRESIDENT REAGAN
TESTIFIED BEFORE THE SPECIAL REVIEW BOARD, CHAIRED
BY JOHN TOWER (R=TEX.) INVESTIGATING THE NATIONAL
SECURITY COUNCIL PROCEDURES THAT HE DOES NOT REMEMBER
GIVING PRIOR AUTHORIZATION FOR THE SALE OF ARMS

BY ISRAEL TO IRAN IN "85, ACCORDING TO A S0URCE.
REAGAN'S RECOLLECTION OF ISRAEL'S ARMS SHIPMENTS

TO IRAN IS IMPORTANT GECAUSE HIS CHIEF OF STAFF
REGAN, AND MCFARLANE HAVE DIFFERED ON THIS POINT.
ALSO, ISRAEL HAS INSISTED THAT REAGAN DID AUTHORIZE
ISRAEL'S ARMS TRANSFERS TO IRAN. (27/71/87)

WASH. TIMES:TOWER PANEL MEETS REAGAN ON IRAN-CONTRA
ACTIVITIES .

PHIL. INQ@.: TOWER COMMITTEE INTERVIEWS
REAGAN ON IRAN AFFAILR

AT LEAST 2 KIDNAPPED IN BEIRUT: WAITE'S WHEREASOUTS
REMAIN UNKNOWN

WASHe POST, BOUSTANY: 2 UNIDENTIFIED ENGLISH=SPEAKING
MEN WERE ABDUCTED BY GUNMAN IN WEST BEIRUT SUNDAY
BRINGING TO AT LEAST EIGHT THE NUMBER OF FOREIGNERS
REPORTEDLY KIDNAPPED IN THE PAST TWO WEEKS IN THE
WAKE OF THE ARREST IN WEST GERMANY OF A SUSPECTED
TERRORIST WANTED 8Y THE U.S. IN THE "85 HIJACKING

OF A TWA PLANE. (27/1/87)

TWRET NPIM-PIrn 1TIvn
PHIL. INQ.: 2 REPORTED SEIZED IN BEIRUT= WAITE
ALLEGEDLY DETAINED

BALT. SUN: ¢ MORE SEIZED IN
BEEIRUT= STRIKE PROTESTS KIDNAPPINGS

US MOVING NAVAL FORCE TO NORTHERN PERSIAN GULF:
SUPPORT FOR ARAB ALLIES SHOWN A5 IRANIANS ADVANCE

WASH« POST, OBERDORFER ] MOORE: 1IN AN EFFORT TO
REASSURE FRIENDLY ARAB STATES OF U.5. SUPPORT.,

THE U.S. IS SENDING FIVE NAVY SHIPS TOMARD THE
NORTHERN PERSIAN GULF AND MOVING AN AIRCRAFT CARRIER
TASK FORCE CLOSER TO THAT SAME REGIONs, ACCORDING

TO ADMINISTRATION SOURCES, AND CLOSER TO KUWAIT.
(28/1787)/

PHIL. INQ.: U.S. FLEET REDEPLQYED TO .
ASSURC ARABS

EDITORIALS
MOSSAD SAID TO PROFIT FROM IRAN DEAL

WASH. PTST, ANDERSON VAN ATTA:SEVERAL SOURCES

HAVE INDICATEOD THAT DURING SECRET DISCUSSIONS BETWEEN
THE AMERICANS INVOLVED IN THE IRAN DEALS AND THE
ISRAELIS, IT WAS UNDERSTOOD THAT SOME QF THE PROFITS
RESULTANT FROM OVERCHARGING IRAN FOR ARMS WOULD

GO TO THE MOSSAD FOR ITS UNDERCOVER OPERATIONS

IN THE MIDEAST AND EUROPE. NORTH AND CIA DIR. CASEY
WERE INCLUDED AMONG THOSE WITH SUCH AN UNDERSTANDING.
MOSSAD'S MAIN FUNCTION IS PROTECTION OF ISRAEL-

AS EXPLAINED IN A CLASSIFIED CIA PROFILE OF THE
RESPECTED SPY ORGANIZATION, SOMETHING THE WHITE
HOUSE ARMS DEALERS FORGOT. (2&/1/37)
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NEWS SUMMARY JANUARY 28, 1887

EPITCRIALS:

ND- "Charscter More than Law, The CJA and democracy”: The next
director of the CIA should not be a politician but a professional
with descent respect for the rule of law., Casey’s closeness to
Reagan was an assct yel his strong views often colored the data.
One srea that deserves re-evaluation is the reguirement that
Congress is nol informed in advance of a coveri operation, it must

at lenst be notified in "timely fashion". This was suppose to

mean days not months. The main problem is not the law but the

people appuinted to carry it out. |
OP=-¢g0:

DN- Nelson - "The high road - Ron tries soaring rhetoric”: In his

speech last night the President iried to look towards the future
as he did when he first took office. It is increasingly evident
that for nearly a year during the JTran initiative, he d lost
control over his own national security staff. Yet he strode past
the disaster in his speech. He claimed credii for rescuing the
economy. Referring to the federal debt, which had doubted during
his administrations, he said it wae ridiculous.

NYP - Evans - Novak - " Schultz Pulls Back From the Fray": Shultz
has been reluctant Lo exert personal influence on major policy
decigions. This raises guestions that he might leave the
administration. He is now also refusing Lo discuss STAR WARS with
several pro-defense GOP members. He chose not to interfere with
hig dcpuLies decision Lo visit Bulgariam. Shultz faces a more .
difficult life from now with Sen Jezse Helms as the top Republican
thfnreign poliey. The two have not always gotten along.

‘ ¥

NYP- Anderson - "Israelis Got Iran Arms Cash'”: According to
gsources millions of uneccounted for dellars from the Iran arms
sale went to the Mossad. What congrssional investigators don't

. i
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know is that this was agreed upon durind secert! aiscussions wWith
the Israelis. This was & pay ofl for seoretly shared intelligenc
information., In fairness the intelligence has been avcurate.

Cesey reportedly went along with the deal. : il
a ‘ 0758 /133) 3 9,

DK- Richard Cohen- "President is held hostage by his polioy " é’
The Iran mrms sale is evidence that bargaining for hostages only

means the talking of more hostages, The President should have siuch

te his policy of no bargaining with terrorists. Whot that means

for the hostages is anvones guess, Administration officiuls ment

well but they were foolish, uniformed, and worse, arrogant., T
gsomething good is to come cut of this the President shuuld get rid

of yesmen opening up his circle of amdvisers.

ND - Kempton - "Arming the Children’'s Crusade”: A weapons traffic
that our president continues Lo insist was designed to restore
Iran to calmer pursuits seems instead to have served to inflame
and fuel frenzies in the ayvatellah, Any third perty to this war
between Iran and Irag hes a guilty part in protracting a
slaughter as useless as 1t is horrible. An estimnted 23,000 have
died in fighting at Basra. Fnlistment in the Avatollah's
Reveolulionary Guard begine at 12 years old,

KD - Broder - "The Cholice =- It's Regan or Shultz": To judge the
Presidnent’s final gquarter of his tenure you must look beyvond the
president, his rhetoric, and look into the White House Cabinet.

It doesn't look good. It could be torn mpart because of intecrnal
dissension, poorly prepared to export it’'s remaining
opportunities, vulnerahle to foreign mischief making, The stark
reality in assessing the reles of twoc Cabinet members is that
Shultz is of so little consequence that Chief of Staff Rcgan f{elt
fgge Lo deceive him on the Iran affair.

*

NYT=- Larry Pintak - (former CBS correspondent in Beirui, author
book en the U.S, involvement in Lebenon) - "Go to Beirut at your
own Risk, Not America’s": Eastern countries could close their
embassies, apparently a single kKidnapping ring in Wesi Beirut is
spparently much more effective than a hundred diplomats, The flow
of human ammunition must be stopped. To go Lo Lebanon in 1987 is
stupid. Getl the current hostages out. Refuse to play the hostage
game anymore. The terrorists won't stop., The difference is it
won't be gquite so easy.

NYT- Gamnrekian l(anmlysis) "Parallels: U-2, Bay of Pigs, Iran":
(interview with Michael Beschloss, student of presidents,

author) President Eisenhower wag embarrassed at the end of his .
presidency by the U=-2 spy flights over the Soviel Union and
Kennedy by the Bay of Pigs. Both arc cxamples of covert actions
which were intended Lo serve policy and blew up, fracturing public
policy and farcturing the president., The presidents took blame
for the actions and ended up seeing their popularity recover,
Beschloss is not sure thatl will work with the Iran Affair. .....
Beschloss sees adiffernt type of person attracted to Washington
today. Today Lo be in Governmenl it is neccessary Lo be a good

- - B - o/ —,




combatant, The resull is &8 lot of people with geod expoertaisc
don't gel tLhere.

NEW REPORTS ! 0758 /f?:,ﬁ} /% 3 é,

STATE OF THE UNION ADDRESE- (all papers carried excerpls, and
the NYT carried the full text)

NYT- Roberts- pg. 1 - "Reagan Confesses A '"Major Regret": Failure
on Iran'": 1n sddressing the nation and congress the president
regereted that the lran affair did not {ree the hostages, He
never mentioned the attompt invelved selling arms. His broead
mention of the affair fell shorit of Republicen suggestions that he
appoligize for the afafir. The president was warmly greet at his
first appearance after surgery, but only Republicans appaluded
during the speccch, o sign that partisen tensions are likely Lo
increase. The presidente proposed: a new program fe improve
economic compeliltiveness, and science and technology, insurnace
to protecl against ctastrophie illness; new welfare strategy.
new vetoe powers for the president on the budgct; propsed $100
millien in asdditionml] aid to Nicaragun; proposal for STAR WARS
should go forward. ( WSJ, ND, DN, NYP)

NYT-Apple- {analysis) -"BEcho of Calmer Times": The speech could
have been delivered last November or even it the Tran-Nicaragus
controversy had never developed. He did not go to Capitol Hill
with blood in his eyes, instead he appealed for cooperation. His
performance may have gone some way toward achieving his goal of
seeming to take charge. Most applause came from the rpublicsan.
The democrats no lonegr fear Reagan's electoral power. The speech
deljveerd was the result of the struggle between Lhe pregmatists
and the ideclogues in tdh Reagan inner circle. The consensugis
the President had not regained initiative and that would make the
outlook for fe+ an even more rapid ebbing ot the administration's
power than is customary in the final two years of a presidential
two term presidency.

NYT- Grecnhouse - "Reagan's Address Provokes A Highly Partisan
Reaction": After the speech Democrats said they wiere willing in
principle to rebuild the presidency but sheptical of Reagans
competence, The Republicans tried to create a rah-rah atmosphere
jumping up and applauding all the time. The Democrats remained in
their seats., (DN - "Dems: Ron ain’t what he was", NYP - "Even
Dems Praise Pres", ND - "Partisan Battle Fought in Rounds of
Applause", NYP - "How Dem, GOP Experts Grade the Prez’ Spcech"

WSJ = Maver - "Address Crafted to Bring President out of the
Shadow of Iran Scandal": Presidents senior aides agree that no
less than his vigor, his credibility, and his ability to lead the
country were on the line. The final speech refeleted the thinking
of one feation Jed byt presidential assistant Dennim Thomas and
White House chief of staff Regan. Treda lightly on foreign
poliey, brush quickly over Iran, dwell on new frontiers and
decomestic policy.




DN - “Demeocrats Leunch Attechk” - The Remoclallic Pespuonce Lo Lhe
State of the Union addressed was presented by Hause Speuler Jim L
wWwright and Senate Majoritiy Ledaer Fobert Byrd. 'They charged

Rengan with a breach of faith on Iran. Declared the stae of the
union indeficit and in crisis.

HOSTAGES 0758 /37‘3’/9% g G

NYT - Clarity - "Anglican Aide iz Fenred Held inp Beirut": The
Brilish Government and the Archbishop of Canterbury voices coucern
today about the safety of Terry Waile. Waite hus not been heard
from for six days since he went underground to meel to negol jate
the release of American hostages in Beirut. (ND, DN, NYF, tlist
of eight Americans being held and their bachgrounds )

NYT - Hijazi - A gplit has developed within the lalamic Holy War,
the clandestine pro-Iranian group holding at least two Americans.
The group is divided between militants opposed with the release of
hostages under any circumsiances and others close Lo the Iranian
regime who wish tu make a trade. The more moderate faction :is
said to be dealing with Terry Waite.

Rowv's Anole:

NN - Police arrested Lhe brother of hijacker Mchammed Hamadei on
suspicion he mat be linked to the kidnapping of 2 West Germans in
Beirut. He was arrested in Frankfort. ( NYT ) .

NYp - Well informed sources in Bonn say the West German's are
hoping that trading the terrorist for the two Germasn and an
american hostagc might please the U.SB.

TRAN SCANDAL

WSJ - Paltrow - Legal action to prevent the release of information
about Swiss Bank accounts in the Iran scandal may hinder
investigantions., A decision may take months. The bank account
records are considered crucial to tracing the flow of money.
Accounts so far blocked are connected to : Col. Nerth, Gen.
Sepord, Mr. Hakim, Adnan Kahsoggi, Roy Furmark, Manoucher,
Charbonifar, Donal Fraser... (NYT)

WSJ - Oreenberger- Sec. of State Shultz says that Pres. Regan

approved the secret meeting last month between U.S. officials and

iraniang in order to tell Teheran it couldn't buy any more U.S.

arms. The officiale in the meeting were Charles Dunbar, State .
Dept. and CGeorge Cave, CIA. (NYT, ND, NYP)

NYT - The executive director of the House committee investigating
the Iran-contra arms affair John P, O'Hara has resigned. It is
believed he wae dissatisfied with restrictions placed on his
authority., statcments said he guit because he could not arrange a
leave of absence from his jjob.

NYT - Shennon - The special counsel will empanel a grand jury
Wednesday in the Iran Contra arms affair. It was unclear when
senior Reagan officials would be asked to testify, Subpoenas will
be jssued shortly. The creation of a garnd jury is a new turn in
cvents, It's work often ends with criminal indictments.
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NYT -Friedman - Hundreds of students at Al-Najah University 1in
Nablus demosntrated in support of Al-Fatlash. About 500 students
carried portraits of Mr. Arafat and chanted sgainst Syria, Jordan

and Jsrael and the Shiite Amal militia. No viclence was reported.
The demosntration was highly unusual. 1t is seen as a chunllnege
ta Israeli authrities., Amn investigatian is being held on

allegntions that two Israeli officors and cight soldiers had
beaten and degraded Palestinian prosioners,

M:le.u_.,'f:_ .

NYT - Suro - On the front lines the Iranians scem confident.
Journalists escorted to the area saw evidence that the Tranian
offensive mounted Jan. 9th had succeeded in overwhelming some
Iraqi positions. There are signs of ehavy combat. (ND, "Irag
Unmoved by Iranian Incuriosn": Military analyists in Baghdad
dispute Iranian claims of major vietory, (WSJ}

""NYT - Bernie -

ND - Pres. Hafez asand assniled Egypt's peace treaty w%th Israel
at the meeting in Kuwait of Moslem lenders. King Hussein urged
1saders to put an end to the Iran-Irag war.

Th;ﬁaﬁinsitration has ordered five Navy nngbat
shipe to move deeper into the Persian Gulf aqd asked Lhe n{reraft
carrier John F. Kenndey to remain in the Mediterrancan. Officials

gsay there is no jpminent military action planned. (ND)

ap—

NYT - The Pentegon plans to sell F-16 fighter jets to Edypt and
Bahrain., The toal arms pachkage I8 worth %400 million. The move
comes as Remgan seehs Lo improve relations umong moderate Arab
atates,

lcoch in Poland:

NYT -Kaufman - Mayor Koch met with Lech Walesa despite an
invittation from the Polish government to meet with s high party
official secheduled for the same time. Koch visited the grave of
solidarity priest Rev. Popieluszko who was killed by secert

police, He also met with members of Jewish communities from
several Polish cities. (ND, DN)
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——HYP - The Vatican took the last official step for the

beatification of & Jewish woman, Edith Stein who hecame 8 Catholic
nun and died in Auschwitz, She will be beatified by the Pope this
gepring when he visits West Germany.

DN - Mordechai Vanunu refused to accept conditions for a meeting
with his American girldfriend and continued his hunger strike.

NYT- Isrmel extended its price controls on geoods and services till

i = e . e B P e

March 1988 in aneffort to avery labor unrest .

NYT - Crutchfield - "Faces of Yiddish Muisc"” a program of Folk
and theater songs was well received at the Merkin Concert Hall.
Robert Abclson the Cantor of Temple lsracl is the kind of
performer utterly in his living room on the stage.
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MODERATORt Thank you, EBonn., Tel Aviv is next with their -
op&ning guestion. Go ahesad, please, Tel Aviv.

) @ Good morning, Mr. Secretary. My name 1% Yachova Meir
171y, and I am from the Israsli Television. I would like to ashk
what 18 the American position vis-a-vis the idea of convening an
internaticnal conference to discuss and maybe to resolve the
conflicts 1n the Middle East?

yoLL,

SECRETARY SHULTZI: We believe that the way to resclve those
conflicts is through direct negotiatisns between the parties., A big
rpart of it was resclved through direct negotiations between Ilsrasl
and Egypt, and that basic peace treaty has remained. And through
all of the ups and downs of the situation, it is there; it's a rock
7. And I think that relaticnship was reinforced last ye2ar as we
were able to bring a settlement or agreement to a procedure for
settling the Taba issue. Neow we need to continmue with that, and of .

Course a key country involved is Jordan, S— -
- s ""I —-n"-—b-ﬂu—': " = .

and everybody agrees, and in fact, it's written in the Camp David

Adccords for that matter that a direct negotiation with Jordan needs

tGJLQQLHHEEEHELQ%LAgFE Palestinidng. There Has to be Palestinian"

representation 1f you're goifg to negotiate about something that

affecte Palemgtinianmg s much., So vhat we believe is that the way to

proceed 1s through direct negotiations. Now the %uesgagg is whether
or not an international conference.can be so conetructed as to be

relpful or some kind of international umbrella helpful in Bringin
thoge direct negofietigns about. And we worked on that a Id¥“¥3i
year and 1t's a guestion., It! ot nECEﬁ;ﬁFilyuiS: but if it can be
helpful towards that outcome then we think tHere is something to be

said for 1t.

But the idea of people coming to a conference and sitting
around and having a general discussion and negetiation about those
s@nsitive matters, we don't think that would be productive at all.

(n] Mr. Becretary, would you welcome Soviet participation in
such an international forum?

SECFETARY SHULTZ: It is proposed by many that, among those
who would attermd, would be the permanent members of the Security
Courcil or some such composition as that., We have thought about
that a great deal. Of course, everyone points ocut as we do that, _to
truly be e{ipihle to take Eirt! courntries involved should have

g ]

diflematic relations with h countyies, With BotR Jovdan and
Israel, or, to the extent that some direct negotiations with Syria
might at scme point occur == both Syria and Israel. The Soviet Union
-l P B — S = ——
.//" :
=
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gdoesn't have such rulattnn;h:ps. Furthermore, I know people i

Isr3@l feel strongly and s do pecople in the United EEJ'EE ard I
personally do, that the Boviet record in the treatment of pﬁﬁplg
pursuing thelir religion inside the Eoviet Unicon is bad and we sce
now a record on immigration, Jewish immigration, from the Soviet
Union, It is a extremely low level and we think that attention
should be given to those matters as evidence of pood intent on the
pnﬁ&_gﬁ_ﬁhﬁ Eoviet Union ggfcr-“thuy takp part in s;mafhlnn e

cwt

MODERATOR: Let’s go now to Tel Aviv for its guestions. 5o
ehead, please, Tel Aviwv.

n} My guestion is, does the US administration planm to
tinaudible) with Conoress an arms sale with Jordan, which will
include Hawk missiles’? And does the UE expect I=rael to soften ita
opposition to the sala?

SECRETARY SHULTZ: There will be some arms sales proposals, and
1'm not here ready to say préciasly what. There isn't any immediate

plan for an arms sale proposal having to do with Jordan. However, I
think that as you look at the situation now in the Middle East, and

particularly in the Gulf, at leaat I take comfort from the fact that
we have been able to help osur friends, such as Saudi Arabla, provide
themeelvee with better egquipment and learning how to use that
equipment in their self-defense., And it's been a salutory
contribution to doing something about the problems to shipping, for
example, that we see in the Gulf. BSo these are requests Ehai“ue

Fave made to the Congress and justified on such a basis, and I think
that current events are showing the rightness of those moves.

MODERATOR: And row we'll have a final questiem from Tel Aviwv.
33 ahead, please.

@ Eearing in mind your recent African tour and the
improving relations between Israel and many black African states, do
you foresee the possibility of joint American-Israeli projects in
the Third World, and in which areas?

SECRETARY SHULTZ1 Well, you menticoned Africa, and we've had
lots of discussions, official discussicns, with Israel about its
diplomatic relationships with various countries, including those in
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Africa. We support expanding ties between Israel and other
countries, and suppert Israel's o . tﬁ?EEEFE. Ingafar

ag projects are concernec, | think we go wwe joink ilnterests in many
of these countries, and whether they are in Africa or Central

america or wherever they may be -- Asia. And I think particularly
in Africa the countries have can;iderable to learn from Israeld
expertise. And I think it's welcome and 1t's & good thing.

MODERATOR: Thanks to all cur participants in today's

discussion, and particular thanks to Secretary of State George
Shultz for being with us today., I'm Nelson Benten for Worldnet.
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M. FROST: Mr. Secretary, the Fresident lazt night menticned
in his State of the Union address his continued support for our
friends 1n the Middle East., And you've, of course, made reference
to that 1n your rvremarks submitted to the committee today. I'd like
to ash you a very specific guestion about the Middle East and about
the arms transfer to lranm and the diversion of money to the Contras.
Ore of our bewt allies in the world, as you know, is Israel. and
there have been condlicting statements made by this administration
== mn thae recoard, off the record --— to the press about Israsl’s role
11 the Iram arms deal and the diversion of funde to the Contras,

Will you state unegquivocally, to yvour knowledge, what Israel
gid? Was Isracli acting at the specific regquest of the United
Gtates i1n trangferring arms to Iran® Was Israel acting at a
speci fic vrequest to the United States? Did they play any role in
zeaing that the funds were diverted to the Contras, part cof the
proceeds of that money™ This is an ally of ours, and some
statements coming from the administration attributed to unnamed
officials have, in & way, maligned Israel for its role.
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SECFETARY SHULTZ: The full story of how all of this came about
= I don't know. But I know parts of it, and I know of a variety of
interactions during those times between our government and the
government of Israel. But when those who are investigating this
make their report, we'll have a fuller acigunt. I believe that with
whatever interactions there may have been, wa first of all have to
say that any decision that we make on something like this, we have
ta take responsibility for 1t. Ancther country may suggest things
to us or be willing to do things that are helpful to us, or
whatever. But in the end, it's not their decision to make; 1t's our
decision to make. Do we have to be very clear about that,

Second, i1nscfar as the diversion cf furnds is concerned, I know
absolutely nothing about that, But I have been assured by my
frigndas in the government of Israel -~ and I have highly placed
friends in the government of lsrael -- that they have no knowledge
whatever of that.

M. FROST: So Mr. Secretary, your information comes from your
frisnds in Isreal rather than pecple in the United States government
e to what happened.

SECRETARY SHULTZ: Inscfar as the fund diversion is concerned,
e far as 1 can se@, the informatiun about that hasn’t been
devel sped very much. I don't know anything about 1t cther than what
you and [ can read in the papers. 1 have ne 1nside information. 1
de brow that people in Israel who presumably woulgd know about their
c1de of it have told me that it was a greabt surprise to them that
there were any funds diverted., That's one side of 1t. The other
side of it is that they were part of this process, but 1 have said
on many occasicons, both in private testimony and in public
testimony, that whatever information or whatever has been offered to
us, that in the end any decisicon is our decision, and we shoulon't
try Lo blame it on anybody else. And so far as I can see, the
Fresident 1s certainly not doing that.

MF. FROST: S Mr. Secretery, clearly Isvael’s transfer of the
crms te Iran was at the specific request of the United States and
was net something that they just did on their own.

SECRETARY SHULTZ: I can't make & fully informed factual
statement, because [ don’'t have all the facts. I know about some of
them. And there certainly was a lot of discussion between the
United States and Israel., 8o I can only imagine that Israel was
very careful about that.
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ME. FRCET: Mr. Secretary, 1 would like to echo some earlier
remarhs that I have a very high perscnal regard for Yau., I fing it
extracrdinary and incredible that the Secretary of State, whoever he
may he -- 1t happens to be you at this time -==- can't AnNswer some
fairly basic questicons about this. I mean, i1t is a terrible
reflection on the way foreign policy is conducted by this
administration., Yeu're a man of great integrity, slthough it i

clear that you've been excluded from the formulation of foreign
policy in the last year or the last 18 months involwving the Middle
East and Nicaragua and Central America. I think that's an
extracrdinary commentary on thig administration when thay have
somesne of your caliber and they exclude them from these
deliberations,

SECRETARY SHULTZ: Well, I think that's, I believe, a more
sweeping statement about the degree to which 1 have been a part of
what's been going on than 1s warranted by the facte. But at any
rate, 1 nave testified publicly before various committees, and |
have testified using classified information before the House Foreign
Affaire Commities, before the Benate Intelligence Committee, before
the Tower Lommission, and I'm ready to go into & closed hearing here
and testify., 5o what [ know has been made availlable, and there are
certain things that I was aware of and much that I was not on the
particular thing having o do with the Iran arms matter.

& AcK
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STATEMENT FOR SENATE FOREIGN RELATIONS COMMITTEE
January 27, 1987

Mr Chairman and members of the Committee:

I appreciate this opportunity to testify on American
interaests in the Persian Gulf and the importance of somé recent
developments there. Chief among these is the Iran-Iraq war,
whose continuation_éhraatens the stability of neighboring states
and the pursuit of our interests in the region. The outcome of
thig war will affect the strategic shape of the Persian Gulf and

Middle East for years to come. It is timrefmre important to ' =

focus on U.S. ﬁdff&? towatd the war and the regtam at large,
Stabilitf in 'the Persian édif-ﬁa&:ers-ta us for thrée

reasons. Eiést, it is c¢ritical to the economic health of the

west. An interruption in the flow of oil, or contrul of these

energy resources by an unfriendly power, could have devastating

effects on the pattern of world trade and on our economy.

Second, our interests would suffer greatly if Iranian

expansionism were to subvert friendly staces or otherwlse boost .

anci-American forces within the region.

A
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Third, as part of the strategic crossroads of the Middle East,
this area must not come under the domination of a power hostile
ro the United States and its allies. Thersfora, America’s
near-term priority is to reassure the Gulf Arab states of our
support and to stand fast on our anti-tarrorism and arms embargo

policies.

U.S. Policy Toward The War

51nca the beg1nn1ﬁq aE the Iran-Iraq war in September 1980,

tha U S. has sought the earl;est possibla end to the conflict --

one whlch wculd secure, bhe independenca and tarr:tnrial inteqri:y
of both countries, as well as security for third parties in the
region who ncw are directly threatened by the conflict.

We have pursued these goals through the following policies:

——  We have been denying Munitions List equipment to both
Iran and Irag. There was a limited exceptlon to this

policy, as you know. There will be no further

exceptions -- no more transfers of U.S.-origin military
equipment to Iran, either directly or through any third
parcty.

%
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-- We are supporting all reasonable diplomatic efforts to
encourage Iran to abandon its unwillingness to negotiate
an end to the war. These efforts have included U.S.
encouragement of the U.N. Secretary General., the
Non-Aligned Movement, and the Islamic Conference --
which is holding its Summit in Kuwait this week. The
problem has been lack of Iranian interest in any peace

proposal -- except on Iranian terms.

- -—— Therefore, we are also energetically pursuing efforts to

= 2t inhibit the resupply to lran from thixd.countries of -
significant :weapons systems aod spare parts which might
i enable Iran to carry the war further into Iragi
territory. This.is our Operation Staunch, which we will

continue to pursue in an energetic and determined manner.

Secause of our concern over the possible spread of the

Iran-Irag conflict to third countries in the Gulf, we have

publicly and privately reicteratad our firm commirments to the
security of non-belligerenc Gulf states. We have repeatedly
warned Iran that any exteasion of the conflict would be regarded

as a major threat to U.S. interests.

*
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Our relations with these countries -- including the members

of the Gulf Cooperation Council (Kuwalt, saudi Arabia, Bahrain,
Qatar, the United Arab Emirates and Oman) -- are important to our
long-term security interests. The war directly threatens their
security as well as their economic survival. We have publicly
stated our fundamental interest in helping the Gulf states defend

themselves against attack or subversion.

The war has also highlighted overlapping interests with Irag,

as it defends itself against Iranian attack. The news of our

limited arms shipments to Iran was a shock to Baghdad, and it has
put some strain -in our relationship. Nevertheless, I think both
sides understand that we share an overriding common interest in
finding an early end to the war.. For our-part, the United States
will continue to pursue this objective; and we will do all we can

to reaffirm the strength of our policies toward +the Gulf,

Long-Term American Interests

our current policies, of course, reflect leng-standing
interests in this region. Hence I want tTo review our goals and

objectives in the region as a whole.

American interests in the Persian Gulf have long teen readily

‘i-jlf; - =
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‘We have an overriding strategic interest in denying the Soviet
Union either direct control or increased influence over the
region or any of its states. We have major political interests
in the non-belligerent Gulf states, both in their own right and
bacause of their influence within the Gulf and beyond. And we

nhave a vital economic stake in seeing that the region's supply of

0il to the West continues unimpeded.

our multiple interests in the Gulf give us common ground with

irg various states. As I have mentioned, they share our .

overriding concern with economic and political stability, Their
gconomic life depends.on the flow of.ail tajéh;;tnénstrialiami
world. Anything that might disrupt their commerce — war,
political instability, terrorism, or subversiom ~-.is against

their interests as well as ours.

Iran is an important element of our considerations as we
sursue these multipls interests.That country has been, and

remains, a maior factor in the region -- both because of its size

and strength, and because of its strategic location alongside the
Soviet Union and Soviet-gccupied Afghanistan. Iranian policy has
a direct impact on ocur strategic, political, and economic staxes

in the Gulf. And the current Iranian government directly affects

us in another way: through terrocrism, which it continues to

support and export as an instrument of state policy.

%
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Historically, we have also shazed a strategic interest with
Iran, whose geography makes it a natural buffer between the
Soviet land mass and the Persian Gulf. Soviet designs in the
region can be seen in the Seviet occupation of Iran in 1946, and
in its invasion and subsequent occupation of Afghanistan. The
government of Iran has, of course, been highly critical of the
Soviet cccupation of Afghanistan -- a political fact that

underlines a certain commonality of interests betwesn us.

Our various interests in the region give the United states an

obvious stake in better relations with Iram.™ M yOU Xnow, we .
sent a signal of our intentions in the form cf an autherized

cransfar of arms to that country. That signal did not elicit an
acceptable Iranian response; and it will not be repeated. while

we have an interest in improving our relations with Iran, the

Iranians have an interest in normal dealings with us as well.

and until they recognize their own 1ntarests. . and act upon

them, our relations are unlikely to improve. We have said, and we

reiterata, that several issues stand in the way of better

ralations between us: the Iran-Iraq war, and Iranian support for .

rerrorism and subversion in the neighboring states.

et me conclude wizh a note abeut the future of our relations

with Iran.

X
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~he President has szid zhat the

rranian revolution as "a fact of history."” We bear no malice
~oward the Iranian pecple. 3But American interests are directly
~hreatened by the Iranlan government s pursuit of i¢s war with
Irag; by its sponsorship of terrorism; and by its collusion with
rerrorist forces elsewhere in the regicn. We cannot hope for
progress without fundamental changes in lIranian policy and
practice. Nor can we pursue better relations with Iran to the

detriment of our many other interests and commitments in the

region.

.ol :

We lock to an eventual improvement in U.S.-Iramian

relations. But American goodwill cannct wish that future into
existence. lran's rejection of its belligose and terrorist
policies will be a necessary first step td any progress that

might follow. ')\5
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NEWE SUMMARY JANUARY 27, 1987

EDITORIALS

T4 NYT - "No Yellow Ribbons for Beirut": The hostages recently
seized in Beirut were warned just days before that they should
leuve. What does Pres. Reagan owe these pawng in a seemingly
endless game; concern for their safely, but no secret missions, no
offers of ransom, no more TOW missiles or other weapons for Iran.

DN- "Yankees, go home "; Retaliation for this outrage (taking of
hostages) should be swift, But the feat remains thet no
Americans, other than the essentinl, should be in politicmlly
vulnerable places right now. If Americans insisl on dangering
themselves then they must accept the responsibility for it. They
cannot be ellowed 1o endanger their nation as well.

NYP - "Yankee come home": Americesns who have refused to come home
have come Lo represent an active invitation to terror. Many of
those who stayed felt immuned because they had Lebanese spouses or

were in sympathy with the Arabs, but now they must realize this is
folly.

WSJ - "Reagan Race": A suggestion to Reagan for his State of the
Union address, Denounce racism. Tha fact is that racism exists,
even in this day and age, as the incidents in Howard Beach and the
march in the South demonstrate. Calls for new laws not
withstanding, real progress against race based animosty depends on
changing minds and habits. Rhetoric does matter. The message is:
racism is wrong. An old one, but sad to say, one timely to
repeat, .

COLUMNS

NYT- A.M. Rosenthal - "The Next Hijacking": Terrorism, old in
warfare has been developed into a weapon of world importance.
Nothing gets more attention than a hijacking.
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lerael turned over 1,150 for 3 Ieraelis. Surrender lends 1o more
hostage teking. Television coverage does not lead to further
cetage taking, although good judgement should he employed., The
pain you see on relative's faces and captive's fuees comes from
faltering will of governments,

NYT - Wayne S. Smith - "If Truman had Dealt with the Contras":
Some say 1if Truman was alive he would mid the contres...EBunlk,
Aiding the contras is ineffective policy and has accomplished
nothing. Undoubtedly Pres. Reagan will try to convince Americans
otherwise this evening in hie Stete of the Union Address. There.
are legitimate security concerns in Nicaragua but these are
unattended by supplying the contras. There is a greater Soviet
presence today then we started arming the contras.

NEWS REPORTS 0895 faq/évb D,? (r

HOSTAGES :

NYT - Three more men including a Saudi national were sbducted in
Beirut teday. Terry Wemite is reportedly under house arrest,
Waite had been protected by Druse bodyguards from the time of his
arrival until he disappeared six days ago, when they were left
behind. Students and teachers paraded through the street to
protest the kidnapping of four foreign professors. C(Callers
claiming responsiblity for the kidnappingse threatened more
abductions if Mohammed Ali Hamadei was not released. (ND, DN)

NYT - Shipler - "Terror's Free Rein" (news Analysis) : The
kidnappings seem Lo be illustrations of what specialists on
terrorism understand as the virtual powerlessness of & superpower
in the face of s few determined men, lightly armed. Better
intelligence has thwaried some scotivites., But methods of
retalintion have failed. The history of hostage taking shows
Americans have been kidnapped to get concessions from other
governments., Terrorism is like theater and Pres. Reagan's
personal involvement is like applause. The concern for the
hostages has taken time away from other vital interests :
Iran-Irag war, re-establishment of the PLO in Lebanon end the
spread of Islamic fundamentalism,

NYT- Boyd - "Reagan says Men Seized in Lebanon ignored warnings":
In a statement the Pres. said there is a limit as te what our
Government can do for Americans in a chaotic situation such as
Lebanon. Americane were warned not to go to Lebanon and were
asked to leave. Washington is privately putting pressure on
Germany to follow through with the extradition of Hamadei, (ND,
DN, NYP) .

NYT- Rasky - "White House Panel on Iran has interview with

Reagan": Pres. Reagan nanswered questions about the Iran affair in &
75 minute session with a special White House panel investigating

the scandal. The Tower commiseion’'s job is to resolve discrepancies

¢
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betweon statements by Heagan's statl ol how the arms deal was
carried out. Pres. Reagan says he was not fully informed of the
diversion of funds from the arms sales to the contras. (ND, NYP)

NYT- Dionne - "Public Skeptical on State of Union": CBS News/NYT
poll says Americans are self-satisfied and believe their lives
will improve over the next half decade. They are less optomistic G;QE;
about their economic future and less trusting of the government
and the president. 71 percent of the public thought that Reagan
' could not accomplish his goals for the rest of his presidency. LQG
According to the poll Mr. Reagan has so far not been able to
convince Americans that he is telling the truth about the Iranian

arms sales, élf

NYFP - The State of the Union Address will be alred in prime time
and then CBS, NBC, and CNN will devote two hours follow up
programming. ABC will only have a one hour rap up. (NYT) 2} Li

[

NYT- Mayor Koch today proposed that a synagogue be constructed
near a cloister recently opened at Auschwitz that had offended
gome Jewish groups. He made the suggestion to Cardinal Macharshki

of Cracow., The Cardinal said dialogue was continuing. (NYP, ND,
| DN}

NYT- Kifner - The Revolutionary Organization continued to threaten
the meeting of Moslem leaders in Kuwalt that started today. A
caller in Beirut said the group would shoot down planes landing
during the conference, They claimed responsiblity Tor three
previous bombings. The importance of the conference appears
likely to lie in a major step toward bringing Egypt back into the
Arab world.

NYT- Kuwait Foreign Minister denied today that the U.S., pressured
the emirate to release 17 Shiite prisoners. Shultz reportedly

testified that Adm. Poindexter had pressed Kuwait for the
releases.

NYT- Weisman pg. 1 - "Afghan Guerillas Tgnored Truce, Say War Goes
on": Guerilla leaders say fighting still persists eleven days
after the Afghan government declared a cease-fire. American and
Pakistani officials are carefully watching events. The
communists said they would permit the withdrawal of the estimated
120,000 Soviel Lroops. Pakistan is invelved because it serves as
a base for seven guerilla groups.

NYT- Shenon - The FBI arrested seven supporters of a militant
Palestinian group that has been under investigalion in the U.8§,
Arrested in Los Angeles were six Jordanians and a Kenyan. One
was identified ns Khader Musa Hamide, The FBI says he is leader
of the Popular Front for the Liberation of Palestine.

DN = Iran will send 100,000 "volunteers" te the front in an
attempt to end its war with Irag.
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ND - Iran edged closer to Basra, Iraq claims they didn't move an
inch.

DN - Attacks by terrorists, guerillas and air forces caused more
than 25% of all air deaths last eyar,

NYP - The International Federation of Scientiata for Soviet
Refusniks asked Gorbachev to permit emigration of all scientists
whe want to leave.

NYT- The amabassador-designate to Pakistan has rejected an
approach from the Soviet Embassy here for direct talks on a
solution to the conflict in Afghanistan, American officials said
today.

MEDIA NOTES: 0895 !Qq/éff h/df

NYT- The anchor at CBS Morning Program, Rolland Smith, is paying
more attention to his attire. He has a person especially to
choose his suits. The program is now part of the entertainment
division and not the news,.

DN~ NBC is deciding whether to remain in New York and take new
residence at Television City the proposed real estate project on
the west side of Manhattan by Donald Trump, or move te N.J. Ty
would be cheaper to move to N.J.

DN - NBC will pay its affiliates more to air network programming,
unlike ABC which Jjust cut its payment program.

NYP - CBS News beat Nightline by airing the first televised
interview with speaker of the Iranian parliament Hashemi
Rafsanjani. Rafsanjani said Iran was still receiving arma up
until two weeks ago. Iran finally opened its doors to other
journalists including Nightline executive producer Rick Kaplan,
who was unable to get the interview with Rafsanjani but is working
on other Iranian storiea,
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SECRETARY SBHULTZ: Locking back on the last.year or.so, 1 think
quite 2 lot has happened. Perhaps a lel of it happened because it
wasn't nuticed that ouch. Ang at the same time, we made guite
considerable efforte in whal 1s thought of as the peace process, that
is, the work with lsrael and Jordan and Egypt and other cocuntries, to
see i f progress can be made in bringing about peace treaties between
ierael and other countries. Buit we were not able fo suctesd in our
cbjective, and I think the objective of the parties there, at
bringing ahout a direct negotialion between Israel and Jordan with
appropriate Falestinians in the Jordanian vdelegation. Thai's what
you hove Lo get inte being. And then what that kind of group might
agrec on is the kind of answer that would work, becadse they are the
people whio have 1o meke 1t work.

.

We nade a fair amount of headway on that, and the twc things
tlhat remairn icsues and were issues that were nol possible Lo resclve
are, number ocne, in vhat manner is an internstionsl umbrells,
conference, arrvanpement, or whatever you wani to call it, potentially
useful in getting to that objective? And second, who are — how do
you find the Felestiniens that are appropriate members of the
delegation with Jordan? And you know that they have Lo be people who
have real standing with the Palestinians, because they have to feel
Vthose are my guys," and at the same time, there are clearly
Falestinians at thas stage of the gafie that neither lsrael nor we,
since we would undoubtedly be there, would want to sif down with., Go
these are the two things. And of course then, once you do sit down,
then there are very difficult substantive issues.  Now what we have
done is have aAmbassador Murphy go to the area, he went Tor 8 couple
of weeks and talked to people, trying to, so Lo speak, recapitulate
the apenda that had been developed last year, see where people stand
in their views on wvarious elements of it, and then we have to make an
appraisal of whal might conceivably be Cone. - i

™

SENATOR BIDEN: And that appraisal, in light ef the lasl month
and & halt events relating to the Iran—Contra gquestions, has that
been more difficull to arrive at? Or has it been delayed i1n the
malcing? I mean, what I'a trying to gel at is if this investigation
moves forwaru over the next six months, does Llial essenlaslly mean,
in your visw, that major initiatives in the reglon are puit on hold
while thic is st311 2 front and center topic here in Wash:ingion, and

consequently, in other parte of the world? Of is it not particularly
relevant, tho speed with which it is resolved and put behind us here
in terms of how it impacts upon your other efforte in the Middle
East? That'o what 1'm trving to pget & handle on.

.
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SECRETARY SHULTZ: 1 agree wholeheartedly with the President,

and I think the implication of your question, that we should have a

thorcughgoing

investigatien of all this, and do it as rapidly as poseible, so that

it deoesn't hang around as something that has some lingerang impact

on our ability to conduct our business. However, the Fresident has

eaid —— and he =aid to me, "Cooperate with all the committees. Tell
them everything that you know about it, and do your homework," and _
ec on., #And I'wve been doing that, and intend to keep doing that. .

But he has ssaid now, "George, you've got & lot of work Lo do. Go
stay busy." I don'i have any trouble staying busy. And I am
working hard =— ihe Fresident is —— on-the substance o1 our Toreign
policy., And we are & worldwide powey, and we have Lhings going on
a1l over the place that we'vre trying 1o be a constructive influence
on, and we're hard ai I e \

Now as far as the peace process is concerned, I think that the
basic elemocnts are there —— that it is importaht to the countries o1
the region that there be a peace, 1f such & thing can be found. And
it is that, not U.E. manipulations of some kind or ancther, that is
the basic (vote?) of power, and we have a role to play, and we want
te play it. Now with respect to King Hussein, we know that King
Hussein, perhaps understandably, feels hurt because we have denied
him arme, even though I think even those voting apainst selling arms
to King Hussein will say, "Well, he's a friend and we admire hin and
so on," and yet we sold some arme to Iran who is in-a totally
different category, and that pains him. But that doeen't mean we
can't work with him, and we are receiVed by him, and he is a
eensible and experienced person. And so we wil) 8 cur best.

SENATOR S1MON: That's pretty hard to argue with, I1 I may
finally tollow through on & guestion that Senator Biden asked you.
I think one of the finest diplomats this nation has is Dick Murohv

nbassador Murphy. But his shuttling between lsrael, Jordan, £gypt
s nol indicate the same Presidential conceérn as would the same
Muttling by the Secretary of State. Has there been any discussion
- or 1g there any toncideration being given — 4o the possibility
Gat you might pley & grealer role there? 1 have the feeling that

t & few poinlys we vere teetering very close to having some kind of
i agreement, o &n agreement to sit down between Jordan and Israel.
] have great confidence in your ability personally, but I think
imply your presence there would be an indication to King Hussein,

& well as to the other parties in the Middle East, that thie reclly
& & major concern of the United Btates. any reflectione?
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SECRETARY SHULTZ: HKell, I thin., without referring to me
ereonally, I think travel by the Secretary of Btate of the United
itates of America Lo some rejfion or country is an important event
ecause of the amportance of our country. And that holds true in
he Middle Cast. It's important to go, I believe, if there is any
rospect of accomplishing something. I don't think it has to be an
odds-on favorite. I think you should be willing to take risks or

ftry = er, work of f of relatively emzll probabilities, if there 1ig
jsomethinu ampor tant that can get achieved. At the same time, I
Lliing that, if you travel fruitlessly, that that can be a negative.

New all through last yeor, as we had, as yuu noted, some ai

[ times 1 ather promising negotiations ——and of course I met with the

parties here a great deal, ang the fresident did. Fractically
everyoody et 1n Washington ai one time Or another, or in New Yorr,.
So we had luts of direct face-to-face meetings. But during the
couree of that and during the courss of our intensive efforts to
help lerael and Egypt find & way out of the impesse on Taba, I think
everybody knew in the region that 1 was prepared to come practically
at a momeni's notice, if it could do some good. And they are as
concerned rot to have & wasted effort &as we are. o 1 am prepared
to go, if there 1€ something to be accomplished. And 11 may very
well be that even cutside the context of some particular negotiation
—- jusl to go and visit, as members of the Congress do, and the
cenate —- ot some point might be a goed ting for me to do, just
because it's one thing teo talk to somebody hepre, and it’'s another
thing te go inte theiv environment and sort of have the tell you how
the world looks to them, in that sense.

- B¢
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NEWS SUMMARY JANUARY 26, 1987

EDITORTALS

NYP -"Sitting ducks invite terrorists": Nexotiating for the
freedom of hostages with terrorists, or with the states that
sponsor terrorists, is stupid. What can be done: 1) all Americans
ordered out of Lebasnon. 2) intelligence gathering towards military
action. 3) Action mgainst states that arm, fund, train, shelter
terrorists such as Syrie, Iran and Libya. Barring airplanes that
fly to these countries 1.e. Air France, and Alitalia.

COLUMNS

DN- Nelson - "State of the union Headless":!: As Reagan prepares to
deliver his sixth State of the Union address polls show a majorily
of Americans, like him, praise him, admire him, but no longer
believe him. Despite the Iran fiasco 54% of the public approves
his handling of the presidency. The government he runs is in &
chambles. Worse it is headless. Ignore Lhose things over which
he has no control. Tahke national defense and diplomacy, where his
word rings supreme, and here his word is not heard at mll.

NEWS REPQRTS
HOSTAGES

NYT- pg.1 - Lewis - "Anger is Voiced Over Americans Still in
Lebanon": The general feeling expressed by many is that it is
irresponsible for Americans to remain in Lebanon and they do so at
their own risk. Two ancnymous calls claimed responsibility for
the kidnappings Saturday, and one call threatened to kill hostages
if the U.S. helps Iraq. Sen. Bob Dole gaid Americans should leave
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dancing in the aisles, just praying. The beginning of m rare
vigsit by an American to Teheran. The hotel clerks says the zoo is
closed, because people are stealing the animals and eating them.
This reporter found it open, shabby, but many happy families
visiting. DPeople s3ti)] line up for precicus kerosene. Bazuasrs
are full despite the war economy., The lmam is the strongest
supporter of the bazaars free enterprise. Folitics and religioen
are inseparanble. A crowd of 70,000 gathers at the universily to
chant nguinst Irag and America and then everyone bows and prays
together.

DN- Presidents and princveg gather in Kuwait for an Islamic summit
that will seelk ways to end the Iran-Iraq war, 8Syrian officials
accused Egypt of strengthening its peace with Tsrael. Egyptians
accused Syria of secretly meeiing with Ieraelis and claimed to
have documcnts to prove it. (ND)

N.¥Y.C.:

NYT- Keufman - pg. 1 - Auschwitz Camp Visited by Koch": The Mayor
on & private visit to Poland toured the death camp with tears in
his eyes. AL the wall of death he kissed his hand and placed it
to the wall. Koch said this symbolie gesture put him in touch
with all the Jews and Christians who perished there. (DN, NYP)

OTHER NEWS!

NYT - Taubman - "Russians Hold Key te power But Not to
Afhenieian's Soul": After seven years Afghanistan is & country
caght between cultures and political allegiances. Authorities
tried to portray the scene differently during a carefully
controlled five day visit by foreign reporters. They described it
B a country living harmoniously.

DN- Soviet Jew Lev Blitshtein has obtained a visa to leave, He
applied 12 years ago.

DN- Cardinal O'Connor called on the U.N, to combat the blight of
terrorism.

NYP = 1In Israel you could watch the Super-Bowl for $15 a ticket
at the Hilton Hotel. Yesh!!! GIANTS are number one!
NYT- Geraldine Fabrikant - "Cannon Loscs Some Luster”: The

Securities and Exchange Commission has begun an investigation into
the company's accounting policies. Third quarter earnings report
showed losses. Cannon's problems are typical of those faced by
small film companies.

MEDIA NOTES:

DN- According to a recent study Iran Contra arms scandal and
South Afrieca received the most air time in 1986. ABC covered the
conira scandnl more than any other story, then CBS last NBC. CBS
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including diplomats since they are just sitting ducks. He said it
is time to take military amction if those responsible can be
jdentified. Two of the late=st American hostages have lLebanese
wives, Three who had been previously abducted were converted to
Islam, (NI, DN, NYF)

NYT- One of the newest hostages, Alann Steen, had indicated to
friends this was going to be his last year, but he felt obligated
to finish the term.

NYT- A caller said the four Americans had been kidnapped to
prevent the extradition of Hamadei from West Germany. Two callers
claiming responsibility for the kidnappings claimed to speak for
the Organization of Oppressed on Earth, an extreme Shiite Moslem
group. FRight new hostages have been seized since Chureh envoy
Terry Waite arrived on Jan., 12 on & migsieon to release hostages.
Waite remained out of site for the sixth day today.

NYT- Tagliabue - West Germany is still undecided whether to
extradite captured terrorist Mchammed Hamadei. Although officials
said it was still up in the air, news reports say the government
ig now leaning towerd refusing extradition.

IRANSCAM:

WSJ - pg. 1 - Walcott - "lran Scandal Shows Need to Overhaul
Congressional Oversight of Intelligence”: Despite efforts to curb
the C.I.A, and still allow it some leverage to operate, it scems
that intelliegnce officials still don't trust congress to keep
secrete and Congress doesn’t trust the CIA to tell the truth. The
C.I1.A. needs a new charter which would establish rules governing
covert mctivities and spell out penalties for violating them.

This would ensure that both branches bear responsibility when
somelthing gnes wWrong.

WSJ - White House spokesman Larry Speakes leaves to become V.P. of
communiontionc for Merrill Lynrh & Cnmpany. (interview follows)

GULF WAR:

NYT - An Iranian leader said victory was in sight and Irag claimed
it had repelled attacks on the southern war front. Irag military

communique said its planes had flown 114 sorties and all returned

to base safely. Iran claims it downed three jets. (ND)

NYT- Daniels - 0il specialists in the U.S. worry that the
egcalating Iran-1rag war could cause a shift in world oil supplies
and price changes. Prices could jump sharply, higher than ever
before., It's & no win situation. If hostilities cool and oil
exports increase prices could fall and further problems caused by
the previous price decline.

WSJ - Seib - pg. 1 = " Visitor to Iran sees very little of the
War, much of normal Life": Cash for a ticket on Iran Air and no
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spent the most time covering South Africa. After Challenge
Chernobyl, terroriem wes the next ranked topic. ABC - 140 :L~
minutes, CBS - 107 ming., NBC 104 mins.

WSJ - Capital Cities/ABC will cut payments to nffiliate staticns
for carrying ABC network programs., This was incentive for
stations to earry network programming. CBS plans to propose
similar cuts.

ND - Magazine advertising hopes for a better year butl doesn't
expect results til '88. Histlorieally Olympics and elections bring
money into the marketplace. The top ten in advertiising revenue!
Time, TV Guide, People, Sports Illusirated, Newsweek, Business
Week, Good Housekeeping, Family Cirele, Better Homes and Gardens,
Woman's Day.

XXX
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Senator

Florida

Budget Committee, Roomn 634, Dirksen, washington D.C. 20510

202-224-8635

Senste
CONTACT::Dennis Beal IMMEDIATE RELEASE
e Friday, January 23, 1987
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Wi 1
I pemarks of
: senator Lawton Chiles
Ahot at a
i%“- senate Budget Committee Hearing
E}“ i with
{ﬂFE" Secretary of State,
:: George P, Shultz
- ?j January 23, 1987
e
25 Good morning, Mr. Secretary. -We're pleased to have you
:ﬁlth us at the Benate Budget committee.
;f For more than four decades, foreign agsistance has been
F our national defense. TO the extent

one of the mainstays of

help our friends be strong, we promote stabllity

;that we can
" and our own security.
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over the years, we have been generous. since l1%81, we
have been very generous, Grant military aid is up over 700
percent. Economic Supported Fund cashh tranfers have climbed
Eﬁ percent. During that time, the State Department has
added over 4,300 new employees, with salaries and expenses
going up 77 percent, Even when it comes to bullding and
maintaining American embassies, we've seen an increase of

well over 280 percent,

All those expenses might have persuaded other natiqif
i

that we have no economic problems of our own. In fact, we

may even have convinced ourselves. Your budget this year
includes a 39 percent increase for State Department

operations, and a 13 percent increase in foreign aid.

But Mr. Secretary, the Administration's budget also
includes a §135-5140 billion budget deficit. While altruism
may be in our national interest, alchemy is not yet among

our national talpnts

So, something is going to have to give, and I think it's

unrealistic to presume these kinde of lncreases,

The Administration's budget is about 530 billion short

of the deficit target. Roughly 60 percent of the cuts

O
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proposed by the President have been rejected by Congress
before, and many of those more than once. While military
spending gyets an increase, eﬂucatinn is cut 30 percent, and

the Administration generally rules out taxes,

Eo when 1 see a 54 billion increase for these programs,
including a $1.4 billion supplemental request for Fiscal
1987 and even bigger increases in 1988, 1 have to ask myself

how the Administration plans to pay for all this,

-

Two weeks ago, the Secretary of the Treasury appeared
I

before this committee, and we-explored the financing plans

within the budget. I brought‘up the issue of Foreign

I

Military Sales Credits, As 1 understand it, your idea is to

niIE;_;_glubal rafinancing of these loans under which you'll
allow countries to either prepay or defer a portion of their

interest payments, making up the difference in balloon

payments, two or three decades down the rcad.
e —

Mr. Secretary, that's going to cost the United States

E————

§1.7 billion in lost receipts just in 13937-1988. Moreover,

J— —_——  ————

the idea seems to rest on questionable assumptions.

(RS ET

first, the nations who owe us and can pre-pay thelr

debt, are those least in need of our aid. Why are we g3oing

£

-more-
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out of our way to help the South Koreans when their economy

is booming and South Korean exports are costing us?

Second, the countries which would defer interast

payments are supposed to eventually make good on all thex:

flnancinl obligations to uS. While 1 don't want to secnnd-

qﬁzgé_the intention of our allies, it doesn't seem likely to

me t.’I.‘lat_a_chntr}' Wwith the financial difficulties of Egypt
_____J____________EE

inhEBiE&_tu be able to pay a balloon payment of $3,5 billion

of course, you and 1 won't have to deal with that

crisis, but I wonder what kind of legacy this policy will

leave to our children.

The United States is simply not in a position to write-
off, forget about, or multiply our level of assistance when
the federal deficit restricts most other parts of the
‘budget. Realism must guide us here, and elsewhere in our

foreign nperatinn#._l

Do you really need more money for these programs? 1 do
not believe that the 235 percent increase in security

assistance since 1981 has made us 235 percent more secure.

b
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The doubling of foreign aid undér this Administration

certainly hasn't helped our trade situation.

We're going to have to examine these requests very

carefully within our overall budget picture, And we're

going to have to look closely at something else, g

Eighteen years ago, we reached agreement with the |
Soviet Union to build new embassies in our respective .
countries. By 1986, we had appropriated almost $200 million |
for our embassy in Moscow, The workmanship has been poor,

the job is not yet complete, and all indications are that

the walls have ears.

i/

Last year, 1 spenscred legislation requring the

Secretary of State to submit a report every aixrmﬂnths to
the Congress on any fallures by the Soviet Unicen to meet
their obligations to our embassy, and what we've done in i
response, The first report is due February 1, just over a
week from now, and 1 am looking forward to having a copy of

the report on that date,

Mr. Secretary, I share your view that investments we

make in our allies' security are investments in our own

e —

security. Continued foreign aid can make good sense. But

e
—

AS
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unconstrained growth in

nor affordable.

1t's still early in
ask guestions. The key
all budget areas ~-- is

financlal circumstances,

answers in the days and weeks ahead, and 1 hope we can count

on your help.
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these programs is nelther realistic

the year, and this is the time to
in foreign aid -- as It must be in
what's the best we can do under our

We'll be searching for those
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NEWS SUMMARY JANUARY 23, 1947

EDITORIALS

NYT-"Looking to Bonn for Bravery'- Failure of Germany to turn .
over Mohammed Ali Hamadeil would confirm for terrorists that the
Wesi talks tough and acts timidly, The world must look toward
Bonn for courage and nerve inspite of knowledge that the U.S.
engaged in arms-for-hostages dealings with Iran. The U.S. is in

a poor position to preach firm antiterrorism but turning Hamadei
over would reestablish sensible and credible policy for the world,

NYP-"Bonn dare not soften on terrorism now'- Washington is right
to insist that West Germany adhere to the extradition treaty.
Bonn has been disturbingly shuffling its feet in the past few
days. Any deal Lo exchange terroriste for hostages ranks as 8
defeat in the battle ageinst terror.

ND- "Kohl Dilemma = why Hamadei must go": HKohl's decision to
release Hamadei is nol easy. He faces reelection next Sunday and
threats from Lebanon that a West German hostage will be killed.

But the Chancellor really has no choice. The West Germans

treveling to Lebanon knew the risks. To give in to terrorist .
demande would only invite more kidnappings.

COLUMNE

NYP-Evans and Novak- "White House in Retreat”: Caution seems to be
enveloping the White House. The offer to former Sen. Howard Baker
to head the CIA is an example., The mood of eaution ie reinforced
by the President’'s withdrawal from sctive duty. His remoteness
from details is not so new. He truly beleives the press is
victimizing his administration. What the adminstration needs now
ig a challenge.

KD- Collins -"The Mandate That Grew Into A Scandal": There is

a dual pature to Lhe dialogue in the press over Contragate, Fress
reports Lry to reconstruct the ovents, while editorials
philosophize over a bitter ideological Wwar. The liberals are
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ahocked by the secrecy of the government. The thle{;t¥lﬁk flq &}j
explodes the press buildt myth of the estcemed president. While
conservatives 8aYy why pick on us other presidenis have done
likewige. They 88Y¥ whats wrong with an Imperialist presidency.

NEWS REPORTS

GERMAN HOSTAGES !

ND - Peracchio - "Bonn Grapples with Hostege Crigis': opposition
leaders have refrained from criticizing HKohl or guggesting
alternative course of action in the orisis. The normally feistly

German press hes treated the stort with restrain. For the first
time government officiamls have discussed entering into
negotiations with Middle Fast factions.

ND- Anglican church envoy Terry Waite eent word that he is in the
second day of negotiations with kidnapers of American hostages.
Waite has been assured that he will be able to meet two hostages
Anderson and sutherland. The negotiations are being held mrt &
secret location.

IRAN-CONTRAS:

NYT~ pg+ 1 - Roberts - " White House officials Show Irritation

with Shultez’: white House pfficials are miffed with Shultz over
his testimony at Gnnﬁressiunal hearings. They say he was trying to
shirk respongibility for the Iran arms deal. He is being accused
of being too concerned with his own 1image.

WSJ- Walcot and Pasztor - Sources from the Reagan administration
say that North regularly discussed his campaign to mid the contras
with Attorney general Ed Meese. The contacts reportedly began
after the President instructed North in 1984 to establish B
private network to help the rebels. When CIA agents received
requests from North and checked with their superiors they were
told he was acting with the permission of CIA Dir. Cmsey and Adm
Poindexter.

pN- The special Senate Committe will investigale reports that the

administration continued to deal with Iranian officials to free
hostages even after the arme csale came to light. (NYP)

NYT~ Pear - "Heagan Statements on Iran Deal! The Contradictions of
December": ReagAns ctatements on the iran affair during November
and December do not correlate with the events that occured.
Diplomatic initiatives to Iran did not end when he said they had.

NYT- Gerth - Former CIA Agent George w. Cave was the figure who
reportedly kept in touch with the Iranians even after the whole
Contragate affair hit the front pages. According to one source
Shultz has told the Congressional Investiigation that Cave over
stepped his authority.
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NIl - The CIA and State Department clash over mccounts of the

December meeting between American and Iranian officisle. The CIA IF}

frels it is getting & bum rap from the testimony of Shultz. #,HJH
@l

NYT- Rosenbaum - New York City criminal lawyer Arthur L. Liman has
been appointed chief counsel of the special Senate committee.

ND - The judge in an arms smuggling case is lesning towards Jif
ordering the federal government to turn over defense documents q
involving hkey figures in the U.S.-Iran arms deal, The remarks

came at a hearing of 17 men accused of plotting to smuggle $2

billien worth arms to Iran at about the same time as the U.S,

approved arms deal.

USSR~OPEC-GULF WAR:

NYT-pg. 1- Suro - "Air War Heats Up, but Teheran StilJl Bustles":

The mnir war between Iran and Irag seems to be heating up. Air

raid warnings have been an everyday occurance in Teheran. The

alarme are largely ignored mnd life goes on ms usual. There was

an attack north of the city a man and two children were killed. .
The air has important implications for Iran's domestic politics

and its foreign pelicy. Theousands of men join voluntary military

units deily.

WS8J - Seib - The response top the Iranian offensive is increasingly
bloody reprisals by Iraq. Some observers think the six year old
war may be reaching a decisive stage.

DN- "Irag Bombs Iran towns'
NYT- "Kuwait Oilfield Fires Preced Islamic Sessions”
ND - "Explosion in Baghdad"

NYT= Keller = The Soviet Union said today it had agreed to cut its
0il exports to help OPEC increase world oil prices. The
announcement followed the visit to Moscow of the Saudi oil
Minister. The cut in oil prices for Moscow produced shortages of
coffee and other imported consumer goods. (WSJ, ND)

OTHER NEWS: .

NYT- Yarrow - lladassah celebrates it's 75th anniversary. the
organization has grown into a $60 million a year philenthropic
empire. "Hadmssah has been one of the most important volunteer
organizations to contribute meaningfully to the establishment of
medicine and eductaion in Israel" said Moshe Yegar, the Jsaraeli
Consul General in New York.

NYT- Blair- The Anti-Defamation League and Bnai Brith reported
that the acts of anti-Semitic vandalism against Jewish property
haes declined 7% last year, Harassments, assaults and threats
ngainst Jews has increased slightly.

ND - Chad army killed 193 Libyans in operations against that
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ND- Pakistan charged Afghanistan attacked military outposis at v
least five Limes since the governments cense fire on Jan. 15. ;

NYP - Good Morning America ABC's morning program is sending David
Hartman's replacement, Charles Gibson, to Hollywood for the first
week of the important ratings period.

CBS's new Morning Program has failed to do better than the 0Old
Morning News.

LETTERS:

NYP-

After Cardinal O'Connors bungled trip to Israel Holocamust studies .
inelude several sections on the Vatican -- John Gmerek, Queens

w--Religious prejudice was revealed in recent lettere to the Post
following O'Connors trip.
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NEWS SUMMARY JANUARY 22, 1987

COLUMNS
ND - Arthur Hertzberg (prof. of religion at Dartmouth College) =~
"The Vaticen Lost the Most": A semblance of harmony has returned

to tH& relations between Catholics and Jews in New York. But the
matter should not be forgotten. The Cardinal implied that the
Vatican might consider being arbiter between Jews and Arabs.
Peace can begin only when all representatives of various agendas
cen find some compromise, while sitting as equals at the same
table.

NYP - Ariel Sharon - "Hostages and Terrorists": Unlike Europe and
the U.8. Tsrael is unfoftunately Tamiliar-with the taking of its
nationals as hostages. It has been our policy not to yield to
terror despite horrer stories of torture. But sometimes Israel
has also had to vield as in the exchange of 4,598 terrorists for 6
Israelis in 1983. The tactical retreat of the Americans by
gsending limited quaniities of arms to free hostages does not
signal a fundamental change the Reagan-Shultz poliecy of an iron
fist against terror.

NEWS REPORTS

IRAN SCANDAL

NYT - pg. 1 "Shultz Discloses Secret Iran Talks until Last Month"
- David Shipler- During te&timony to the House foreign Affairs
Committee Sec., State Shultz eaid, that even after the sale of arms
to Iran came to light, the U.S,. thrnu:h the CIA continued to
maintain contmot with the Iranian representative. He said the
channel of communication was finally closed afier President Reagan
ordered it, but it might =still be open if CIA Dir William Casey
had not been hospitnlized. The Iranimns claim they had a nine
point agenda with the Americans which included urging Kuwait te

.
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free 17 Shiite terrorists. Apparently Poindexter had been
preassing Huwait. He testified he did not know if the nine point
agenda had been accepted by the White House. {ND, NYP DN}

NYT- The suite in the Olympic Towers belonging to Saudi investor
Adnan Kashoggi has been attached in a dispute over money a British
company claims he owes them. This is the latest in a series of set
backs for the multi-millionaire. The suite has 16 apartments on
two floors.

NYT- Rosenbaum - President Reagan will be guestioned by him
special commission investigating the National Security Council in
light of the Iran - contra affair. . The commission will have until
Feb to report its findings. A number of While House documents
will be turned over to the committee next week.

NYT- Sen. David Boren, speaking at a conference on terrorism
sponsored by Time magazine said, he believed President Reagan did
not intend to trade arms to Iran for hostages, He says the
governmeni should resist taking incidents ms hostage taking and
turning them into a major national concern.

ND - Busan Page - Congress is drafting legislation to curb the
activities of the CIA after it was disclosed that the arms sales
and negotitations for hostages were done through the CIA. Lesading
Republicans are urging Pres. Reagan to replace ailing CIA director
William Casey. Some Senators are concerned that recent events
might prompt an over reaction to curb activities of the CIA.

ND - Guiman - A stalement by the Nicaraguan Democratic

Forces said that the the U.S5. cannot expect the contras to fight
mgainst the Sadinistas if its suppport is going to be so wishy
washy. This is the first public challenge of U.S, strategy. The
statement further said that a continuin war would only weaken the
fabric of the society breaking the moral justification of the

cause - national reconciliation.
TERROR
NYT- pg.1 - "Bonn Hesitates on Extraditing Terror

Suspect”-Markham-: The West German government is reportedly
hesitating whether or not to extradite the Lebanese terrorist they
are holding who is responsible for the TWA hjacking. This follows
the kidnapping of a West German in Beirut. Chancellor Helmut Kohl
ie facing a general reelection on Sunday and has imposed a news
blackout. (ND, NYF, DN}

NYT- Terry Waite is said to be meeting with the captors of two
Americans still being held in Beirut. The negotiations were being
held in secret.
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ND- Militant Jewigh leaders in Israel called on Prime Minister
Yitzhak Shamir to resign. Shamir had suggested that he would be
willing to trade occupied land for peace with the Arabs,

NYT- Cushman - Iren claims to have captured a town east of Basra,
Irag. American officiamls say Iran's recent progress has been
slight. Spokesperson for the State Dept. said that the Iraqis are
well armed and hoth sides are being celled on to negotiamte &
peaceful settlement. (ND)

ND- Mayor Koch ie planning to leave on a ten day vacation to
Poland and Hungary. He will meet with Polish and Hungarian mayors,
Koch’s parents grew up in a small Polish town. Koch plans to
visit the Auschwiiz death-camp. He says he wants to see where the
Nezis killed his relatives. His trip is strickly unofficial.
{NYP)

NYP - Nine Israelis were arrested in Brooklyn for operating a drug .
network. The heroin was smuggled into Brooklyn vie Turkey,

Thailand and Montreal. Among those arrested were several Israelis

who owned businesses in Brooklyn,

NYT- Berger -"Weisel Warnes of Peril in Disunity Among Jews": Elie
Weisel winner of the Nobel Peace prize warned that the greatest
threat to the Jewish people, greater than anti-Semitism or
assimilation is internal disunity, He smid extremism on the right
is met by extremism on the left. Mr. Weisel was addressing a
gathering at the 9Z2nd Street Y in New York. Growing tensions over
"who" is a Jew and relations with Israel are of concern.

NYT- In a small library in Miami two rabbis, a priest and four other
were discussing passages from the Gospel of St. John that have

negative inferences to Jews, This is part of an international

effort to cenfront what many agree is Anti-Semitism in the

teachings of the Roman Catholie Church. The project is sponsored

by the Anti- Defamation league, .

NYT- Boyer - In response to critiecism that PBS programs have a
liberal slant, the Corporation for Public Broadcasting is going
to analyse its programming.
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Q Speaking of testimony, doss the State [epartment have
information that the cntacts with the Iranians continued after the
disclosures made in November by Attorney General Messe?

ME. FEDMANG First, there were cotacts with Iranians, The
Fresident and the Secretary have stated that Iran is a strategic
country, and because of our interests in the region, we have a
legitimate interest in better relations with Iran, However, we will
Aot discuss further arms shipments to Iran, and we are exerting all
our influence to discourage armeé sales to Iran by other countries.
The Secretary said, tn his Decemper Sth testimony before the House
roreign Affeirs Committes, "lran cannot expect a better relationship
with us until 1t acts to end the war with Iraq, ceases its support
for terrorism, ANC Uses i1ts influence with those whe hold cur
hostages to achieve their freedom.” That's the end of the quote.
Eut since the Secretary's appearance yesteyday was in closed
session, 1 really can't give you any other details concerning that
testimony.

e What you jsut said was unclear to me. You began by
saying there were contacts with Iran. My gquestion was, ware there
contacts after November I%5th., Is your statement is a positive
respeonse that there werm, in fact?

MF. FEDMAN: There were contacts with Iranians,

Q@ After Novembaer 25th?

MR. REDMAN:I That's right.

@ And what [ alsc deduced from what you're saying is thlt,.
since they involved demands by the Iranians for further arms, they

were broken off under the policy that you have described.

: MR. REDMAMN: EBeyond that, I can't go into the details of the

testimany, as [I've _Jjust Said., | have described the guidelines, the
| groundrules, the policy, so that any contacts with Iran would be
k;ifnuuctnd undar those guildelines, under that policy.
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Q Chuck, any update on the Irag-lran war ’

MR, REDMAN: A vary short =Tal Fighting <ontinues 1n the Fiah
Laka area east of Basra. There has CEesn No significant movement of
forces cver the past 24 hourd. Because yodu amkwd Lh& quastion, &#f
wa've repmatedly s=aid befcre, we're disturoed at the continuing
fighting in tha earaa and the traglc loms of life, We deplore Iran's
oooupation gf Iragi territory, angd resmphasize Sur YiEW that this
war must be ended on the basis of & negotiated or mediated
sgttlemant that preserves the territorial integrity and soversignty
of both countries. We call on Iran te Join Irag in ite willingness
to pursue rnegotiaticna o gnd the war.

h“"""'I--uln--

Q When doest(T) the administration plan te notify Congress oOf
the sal®m of agquadren of F-1&'s to Bahrain? Anything on that?

ME. FEDMAN: Let me cover two guestions. Firet, e notified
fongress Wednesday, yestarday, cf the intantion of the FMC
Corporation $o sell to Saudi Arabia 200 Bradley Fighting Yehicles.

This would be a direct commercial sale that re@guires 4 State
Department licensa. The details of that sale remain to be
negotiates between tha commarcial supplier and Saudi Arabia, so I
dan't have nNumoErs to of fer. Beyond that, «a have notified Congress
informally ——= informally, in line with standard procedurss on FMS
sala@s, o7 our intention to make other arms 2ales. But in this case,

the detsils have T2 remain =lagg.fiad untal formal notifications to
Langreass area made . .

: —J'/-"f‘)/
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Ower the last several vears, Rea-
. g gan  admmistration  ofticials  have
' solicited assistance for the Ni-

C{)Iltra Ald caragusn rebels from at least six
countries—lsrael, Saudi  Arnbin,

Brunei, Singapore, South Korea and
h-l f Taiwan—according to infarmation

ug O furnished to congressional commit-

tees probing the lran-contra alfair.

. N . < Most of the solicitations appar-
ently were unsuccessful, but two

S]x ath].lb congressional sources saud yester-

day that the Senate Select Commit-

— . tee on Intelligence has evidence
Israel Sent Arms tEm Isrnel cnntrih;:ted WEADORS Lo
- the contras as early as 1984 in re-

As Earl}’ as 19 84* | sponse to a U.S. request,
s . W [srael has repeatedly denied pro-
Senate Pﬂllf?l Flﬂdh viding money or weapons to the

contras, and an [sraeli spokesman
‘ repeated that denial yesterday,

Secretary of State George P

Shultz previously confirmed a single

I State Department salicitation to 7

- country identified by other sources
as the sultanate of Brune,

In recent days, he has reportad

to investigators that, in fall 1985,
the department also discussed n
Singaporean cantribution of long-
range rodlo# that was never made,
according  to  administration
BOUrCEs,

_ In addition, Shultz has told inves-
tigators that he has received sec-
sondhand and sketchy reports that
-«-other government agencies solic-

ited conteibutions to the contras
from Saudi Arabia and South Korea,
the sources said,

In addition, sources aaid the Sen-
ate ponel has developed information
that a U.S. salicitation was made to
Taiwan, South Korea and Saudi
Arabia for contra aid. The commit-

8eo ARMS, A2, Col.

By Bob Woodward
and Dom Oberdorter
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te has developed no evidence that
contributlions were made.

The ides of sohiciting other coun-
tries on behalf of the contras re=
portedly originated in early 1984
when Congress balked at a Central
Intelligence Agency request for an
additional $14 million to help them,

At meetings of Ao inleragency
xroup of State, Defense, CIA and
White House officials involved in
supervising the covert war, sources
said, Lt, Col, Oliver L. North, then
a National Security Council staff
member, favored oblaining other
governments' help,

“North was consunmesl with gets
g alternative funding for the con-
tras,” said o source who attended
the meetings, “He s, "These guys
can't die om the vine,” " lsragl, Tai
wan and South Korea werc men-
tioned as  possible  contributors
then, according to the source.

Another source at the nectings

said Marth mentioned those couns
trics but added that the CIA. not
the State Department, was expect-
ed to solicit the countries unofficial-
Iy through intelligence or diplomat-
ic channels.

As previously reported, in 4pring
1984, a senior CIA official ap-
proached the Saudis, who turned
down the request, Saudi officials
and spokesmen have repeatedly de-
rited azaisting the contras,

Nonetheless, sources sald that,
later that year, an asaociate of res
ticed Air Force major general Rich-
ard V. Secord again appro#ched the
Baudis, who again turned down the
approach, the sources sewl, In Ad-
dition, sources sayd the chairmen of
twn large U.S, cocporations unsuce
cessfully attempted to obtain Seudl
government money for the contras.

Former national security adviser
Robert C, McFarlane has testified
beipre  congressional committees
that, according to his best recollac-
tion, Gen. John W, Veasey, former
charrman of the Joint Chiefs of

Staff, told him after McFarlane had
lett office that the Saudls had pro-
vided $20 million to the contras.

But the sources said McFarlnne
had no independent knowledge that
the Saudia had provided money,
Vessey could not be teached for
commenl yesterday,

Shultz' reference ta o reported
solicitation of Sawdi Arabia was
based eutirely on a telephone call
from McFarlane last summer, ac-
cording to informed sources,

[srael, nccording to a US,
source, was asked (n early 1984 to
enntribute arms to be paid for later
or not at all, or funds from the Is-
raeli treasuey to help tide over the
rebels until Congress could be per-
sunted to restore U.S. financial
aupport.

The Israeli government, then as
now headed by Yitzhak Shamir, is
sakd 1o have given formal consider -
atlon to the uest, which origi
nated from the NSC and the CIA
with State Department kiowledge.
But Shaone s said to have turned
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down the bl at that time on
Rrounds that aid to the contras
coulil severely danmage lsrael's re-
lationships in Congress,

Brunei's contribution tm a Swins
hank account of $10 millian, solic-
i by Assistant Secretary of State
Elliot Abrams last sommer. has
been widely reported. But Shuls
tolil the House Foreign  Affairs
Committee Wednesdny that he stll
does ot know what happened to
the money,

‘The previously undisclosed soe
licitation of Singapore occurred
when humanitarian assistance for
the rebels had been authorized to
hegin Oct, 1, 1985, 3 State Depart-
menat official said, It was nnclear
then whether this 1%, issistance
coultl include such jtems oy Fadios,
which the official said were neeled
to facilitate air drops inside Nica-
ragaa of “humanitarian” supplies,

Singapore was asked if © manu-
tctured long-range radios of the
type necded, according to the of-
ol But, State Department offi-

cinls said yesterday, Singapore re-
plied that it did not make them,
ending the matter.

Little was known yesterday of
the reported solicitations of South
Korea and Taiwan, Officials of both
governments in Washington said
they had no information on such
requests.

The legality of soliciting ather
governments to aid the contraz
complicated and depersds on when
the solicitation occurred and wheth-
&ér the requested asaistance was for
weapons or “humanitarian” aid,

Shultt's  testimony Wednesday
about continued U8, meetings with
Iranians as recently as |ast month
brought new congressional ¢om-
ment yesterday but no new infor-
niation from the administration,

White House spokesman Larry
Speakes reterred questions 1o the
State Department, where spokes.
man Charles E, Redman contirmed
the December contacts but refused
to elaborate, saying Shultz had spa-
ken in a closed session,
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Shultz Reportedly Tells Panel That CIA [

Continued to Meet Iranians in December '

By RoBerT $. GREENEERUER
And Davio Rocres
Sraff Reporiers of THr WaLl Staoet JouRNaL.

WASHINGTON - Secretary of State
George Shultz toid Congress thal Central
Intelligence Agency officlals met with
Iranlan contacts in Burope last month
even though the State Department had bro-
ken off slmilar talks shortly before, ac:
cording to congresslonal sources,

Mr. Shultz told a closed-door hearing of
the House Forelgn Affairs Commities yes.
terday that State Department and CIA offi-
vials met with the Iranians in Europe on
Dec. §. bug that the depariment ended the
sesslon when the [ranlans wanted to dis-

| cuss exchanging weapons for American

hostages, the sources sald, But Mr. Shuliz
sald that CIA officials nevertheless held
another session with the Iranian cop-
tacts.

The December meeting occurred afler
the White House had set off a political fire-
storm by disclosing in November that
gome of the profits from secrel arms sales
to [ran had been funneled to the Contra
rebels battling Nicaragua's leftist govern-
ment,

Mr. Shultz also told the committee that
he was aware of several sources of funding
for the Contras. and that the State Depart-
ment was involved in three of those, ac-
cording to scurces al yesterday s hearing,
These aclvitles were laking place at a
time when Congress had prohiblted the
LS. from providing ald to the Contras,

Mr. Shultz's references (o the sourees of |

funding was a reminder of the intricate
corporate netwark that has overseen a sup

| ply line on behalf of the Contras running

feom Switzerland to Central Amerca. In-
formation from publie records in various
cotntries yestarday shed new light on
some aspacts of this network.

Intetligence sources sald vesterday that
the ClA was seeking 10 build Iranlan con-
tacts and was refuctant to eyt
sources it had developed,

off the |

'Draft Agenda' of Demands

The sources sald Mr, Shullz told the
panel that at the Dec. 6 meeting, the Iran-
lans produced a mine-point agends thal
contained both American and Iranian de-

mands. Mr. Shultz said the State Deparl-

ment officlals at the meeting hadn't pre-
viously seen the document, which he called
A ‘‘draft agenda.”

According to one source, Mr. Shultz
satd the draft agenda contalned & proposal

| toexchange about 1000 TOW antitank mis-

1

slles for four American hostages. Mr.
Shultz also said the State Department has
a copy of the draft, but wasn'l certain
whether It was the latest version,

When tle State Department officials
concluded that Tehran still was interested
in exchanging weapons for U5, hoslages
held in Lebanon by radical groups under
Iran's influence, the department clficials
decided to cancel the lrantan “'channel,”
Mr. Shultz told the committee.

Mr. Shullz added that the State Depart-
ment offlclals then flaw home, the sources
said. But, he added, the ClA officials re.
mained and held another ssssion with the
Tranlans. Mr, Shultz told the panel that he
was furlous because shortly after the Tran

! scandal broke, President Reagan sald that

he was putting the State Department In
charge of policy on Iran,

He told the committee that he tried 1o
call President Reagan !ast month to com-
plain, and was further angered when a
White House staff member asked why he
wanted Lo talk to the president, the sources
sajd. Mr. Shullz then called President Rea:

gan on a Sunday morning and was invited |

by Mr. Resgan 10 come over,
Complaints About Israeils

Mr, Shultz alzo lold the committee Lha
Israel was an actlve player In the dealings
with Iran, the sources sald. Accordingtoa
source at yesterday's hearing, although
Mr; Shuliz didn't blame Israel for the U5,
achlons, he Indicated o the panel that “ev-
éry time he was told the deal was dead.
some Israell would come over and stir the
flames.”
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that Mr. Shultz usad the hearing tn defend

other agencies for the [ran-Contra affalr,
as he has done sipce the scandal broke.

One comunittee member, Rep. Robert
Torricelll (D., N.J.), sald that Mr. Shultz
was “'thoroughly organlzing his own de-
fense. He outllned the Umits of his knowl:
edge, and he won the sympathy of the
committee by convincing them that
George Shultz was a viethm.”

One congressional source sald Mr,
Shultz referred repeatedly to “annther
country”  when discussing the three
sources of Contra funding that the depart-
ment had been |nvolvad with. However,
one panel member sald he concluded that
Mr. Shultz was referring to three conn:

Some congressional sources sugpested |

himself and his department and to blame !

tries: Brunei, Saudia Arabla and Israel,

State Department spokesmen have sald |
that department officals solicited & 310
million contributien from the suwtan of
Brunel, one of the world's wealthlest men.
Other Reagar administration offlcials have
said that the Saudis have given money
the Contras, but the Saudi government has
denied making such contmbutians.

Mr. Shuliz also told the panel that the
State Department was livolved tn contact- |
g another country-presumed to be Is- |
raei—1o acyulre communications equip:
ment lor the Contras. He said, however,
that the eountry didn't have the kind of
equipment nesded by the Nicaraguan
rebels, the sources sand
Reagan, Commisslon to Meet

Meanwhile, the White House announced
that President Reagar will meet Monday
with the Tower Cormamission, which is re-
viewing the Natlonal Security Council's
rofe in the [ran-Contra affalr.

The eommission originally was ghven
until the end of January to complete 15
work, The deadline has been extended 1o
Feb. 19 because af a larger-than-expected
work load. White House spokesman Larry
Speakes said some 40 wilnesses have been
interviewed, and the papel wants to Lalk fo
15 to 30 more,

The mesting Monday will be Mr. Rea-
g4n’s [irst with the three-member commis:
glon, headed Ly former Texas Republlican
Sen. John Tower, which was appolnted in
November, Mr. Speakes said the panel
members “'will probahly ask for his IMr
Reagan'si  racy r.ee;erd'.ng the |
rofe of the national securily staffin the af-
falr,

eCtions.

Mr. Reagan met yesterday for 23 min-
utes with David Abshire, his special coun-
s on the Iran-Contra affair. Sources said
Mr. Abshire briefed the president on con
versations he has had with members of the
House and Senate select committees Inves-
tigating the affair.

Mr. Abshire also met with leaders of
the Senale select commities and pledged
his cooperation, Chalrman Dante! Inouye,

iD.. Hawalll sald significantly more rec-
ards would be made available than those
reviewed by the Senate Intelligence Com-
mittee In Its Inquiry late last year.

Information from public records in Pan-
ama, Switzerland and Bermuda provided a
new aspect ta the supply network 10 the

Blease Turn to Page 24, Column |

[

Contras. Panamanian shell corporations
figure prominently in this network, and a
rheck of Panamanian records establishes a
close connectinn between a Geneva-based
financial-services company, Cle. des Serv-
(ces Fiduclares, or CSF, and a fronl com-
pany that owns a freighter used In shipping
arms lo the Contras.

The Panamanian company, Dalmy
Business Inc., was established In Nov
ber 1385 by & Panama City attomney
had performed similar services for the
5U network., Dolmy's top cfficers in-
clude Roland Farina and Jacques Mossas,
who are linked to C3F.

According (o Swiss records, Mr. Mossaz
once was affiliated with an alr-lransport
eompany that reportedly played a role In
the dealings with Iran, According lo Ber-
muda records, Mr. Farina is linked to &
Bermuda Yirm, CSF Investments. that re-
portedly helped finance the purchase of
alrcraft for the guerrilla forces.

Both men have besn associated with
Willard Zucker, & Gepeva attormey and
principal in CSF who has had longstanding
ties to buminessman Albert Hakim, and
through Rim to former Afr Force Maj.
Gen. Richard Secord.

Mr. Hukim and (Jzn, Secord were the
principal overseers of the netwurk, accord:
ing to intelligence sources, Meanwhile, Mr,
Zucker emarges as the legal expert In the
netwark and Gen. Secord’s friend. [

CIA official Thomas Clines, appears
more & field operative.

The history of the freighter, Errla, and
itz travel, Mrst identified in detat] by the
l.os Angeles Times, corresponds with pre-
vious accounts given by (ntelligence

g seurces of a shipment af arma [ur the Con-

tfas through Honduras in 19%5, and an un-
surcessful effort off Cyprus last May (o
win the release of U5 hostages in Leba-
non, That effert included a $1 million ran-
sam mit up by Texas billionalre H. Ross
Parnt,

————
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-- |Srae!l taces many difficuit econemiec choices in £he cominag
months as it struggles to reduce inflation and reztore
urowtn, The_ process 18 made no easier by the heavy repayment
biurden caused by the tigh interest rates on a number of
oUtsL4anding lcars under the Foreign Military Sales [FN§)
plosram,

~- Last year President Reagan directed the State and Treasury
Departments to find ways to help relieve that burden. 1 am
very pleased to report that the President has approved
changes in the FMS loan program which could allow Israel to
reduce substantially its interest payments on FMS lcans.

-=- President Reagan toock this action, despite numeraus
administrative obstacles and possibly large budget c¢osts in
future years, in an effort to provide the maximum possible
flexibilty and support for countries with which the U,S.
shares important common security interests.

-- Countries to which we are offering this will be eligible .
to seek adjustment of the terms of FMS loans under two
options.

-- Under the first option, we would reduce the interest rate
applied to FMS debt from the current average of 12.4 percent
to the prevailing market rate for Treasury securities of
comparable maturities, currently about 7.2 percent. The
difference between payments due under the current and
newly-adjusted rates would be capitalized for repayment at
the time each loan matures, starting in 2001 and running
through 2014. Interest, of course, would accrue on the
Eapltalled interest [compounded semi-annually), but its
repayment would be deferred until the maturity of each loan.

-- At present rates, we calculate the debt service relief
would amuunt to about dnls 200 mij _ 987, and about
dols 300 _m on.annually. ip 1988-90. Beyond 1990 he

savings would dac“ug slowly year hx,_xe_n_rim.ntmty a5
date of eac can, when the capitalized interest and the

accrued interest thereon would come due as a balloon payment.

-- Under the secgond option, Israel could adopt the second
approach which would be to prepay the outstanding principle
on any of its high interest FMS loans at their par value
without penalty. If this option were selected, Israel must
use either its own funds or funds raised from non-U.S.
Government sources and without a U.S5, Government guarantee,.

-- When we receive confirmation of Israel's interest in our
FMS options, we will make arrangements for a meeting of
experts to work out how the options would be applied to
Terael's circumstances and to review technical details.

X

END
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News Summary January 21, 1987

New York Headlines S

Top stories on the front page of the New York Times deals with the following: Senate
Republicans have picked Helme over Lugar to head the Foreign Relationsg Committee, '
The US bid to halt the dollar®s decline is called possible by the Administration,

A Labor Dept, aide has quit in protest saying that the Reagan Administration pays

enly lip service to enforcing anti-discrimination laws. Gov. Cuomo proposes raising
spending by 7% and cutting texes, A Senior CIA official ie linked to Nerth's

efforts on contres arms, and an interview with Kohl, who is sure of victory. Top .
etories in the New York Poet and Daily News tells of a deadly cancer that 18 spresding

like aides. Page 1 elories in the Wall Street Jeurnal telle of mortgage fraud and }'
POWe still in Vielnam.

Columns |
WSJ-Houge "Our Dasillueioned Arab Friends" WO wesks Of traves in EQYBL, Jordan and
Irag find Arabe profoundly confused and deeply dispairing. They speak of bitterness
and of being betrayed by the U5. The Iragis bempan their marriage of convenience with
the US and the Saudss are simply too afraid to speak. The only happy Arabs these

daye are Khadafy and Aesad. The theory in the Arab world today is that the U§ and
Israel sought & pact with Iran te overthrow Saddam Hussein and turn Basra over to the

" Iranians. The ultimate irony of all thie is that Israel, which appears to have
instigated tho,arms deal, now is loudly demanding apologies from Washington. The whole
mffair has confirmed the Arabs worst suspicione about the American-Israeli relationship.
The lesson they profess to see is that Ierael pulle the strings and the US dances.

ND and NYP-Anderson "Khomeini foe Leads Raiders on Attacks on Iranian Cities" Qppcsitiun.
to Knomeini is bubbling inside Iran-~but not from the "moderates.” A determined group

of rebels is fighting Tranian conscriplts inside Jran and along the Iragi border.
Thelr leader iz Massoud Rajavi, who ie neither for or against the US. ol

BN-Grady "Iran as Fn1itical Fcctball“ Handling iran is easy--all Reagan has to ém
is tell the truth. ! '

Freqp Reports

New Tsraali Novel-Arabesgues ; . ' :

MyTaFreidmans . Bn Joraeli Arab has written & novel in Hebrew that has et the Tsraeli
PN d N thoven ow '
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literary world on 1ts ear. BAnton EBhammae ig a Falest.illal Lrom poriueln s oer By
writing in Hebrew, he is telling israelis that he is among them, that he finds.

his naticnal identily among them, within their body politie and that he will

not bhe happy moving over to @ Palestinian West Bank or Jordinian state.

Reagan Briefings on 1ran Reported

NYT-Boyd-The White House is trying to counter the impression that Reagan has been

ocut of touch with the Iran-contra affair and has said that eenior aides have
interviewed the President reveral times about his recollection of the =ecret operation.
{WsJ-staff)

§i§nappiqg of West German Linked to Arrest

NYT-Tagliabue-The Wast German Gov't said it tad received infromation that a West German
businessman wae eeized in Beirut in an effort Lo prevent the extradition cf a
Lebanese accused of hijacking a TWA jet.

Bush Says Hostage Was Killed

NyT-gpecial-Bush said that an American kidnapped in Lebanon had been killed. Tt has

widely been assumed that Buckley was dead but Bush'e remarks were the first explicit
acknowledgement by a senior official. Bush did not identify Buckley as a C1A

agent. Bush eaid that Jran deal was not intended to be a trade for hostages but

pointed to the concern felt for them. .

Iran-Irag

NYT-Trainor-A Pentagon epokesman said that casualties in the latest fighting numbered
in the tens of thousands. The outcome remains inconclusive. But the Pentagen s d
that there had been no Iranian breakthrough,

|

WsJ-House (Baghdad) Events of the past two weeks have taken & psycheological toll
on the Iragie and even & greater one on apprehengive Arabe, who see their fate
hanging on the outcome of this war. The fate of Basra is seen af a critical test.
Huseein“s regime may not be able to stand a major military loss.

Khanhoggi

DN-McGovern-The world‘s richest man can‘t pay his bills. Yesterday Khashoggi's
multe-million dollar Manhatlan apartment was seized by court order after he failed
to pay a $2.2 million debt.

Rock Grouop Acceds to hrab Protests .

NYyT-Pareles-A rock eing called "Killing an Arab" by the group the Cure, has resulted
in a nationwide campaign to control the implications of the title. Althowhthe song
itself does not have racist-implications, the Cure has agreed, under pressre by

Arab groups, to add a message 1in the credits of ite concert film, place stickers

on its sibume and discourage Americen radic stations from playing the song.

Lettere

NYP-Meir Kahane writes that there im & leftist witchhunt against him in the US. He
wonders if hrabs have a right to become the majority in Israel.

NYT-Writer states that it is not news that the Soviet Union is tilting toward Irag
in the Iran-lrag conflict.
ITONUT
NYC
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@ Do you have any update on the Irag-Iran war?

MS. DAKLEY: VYes. 1In regard to the status of the Iran-Irag
war, yesterday the Iranians continued their attempts to break out of
their foothold i1n the Fish Lake (7) area ®ast of Basra. The Iragis
were successful in containing these moves, but scome Iranian infantry
south of this area managed to move to the west and advanced slightly
toward Basra. The Iranians, however, are still cutside main Iraqi
front lines. We do not believe that EBasra is in imminent danger of
tfalling. The lragis possess a great advantage in equipment and are
committed to defending their territory.

Nevertheless, we are disturbed at the centinuing fighting 1n
the area and the tragic loss of life. The pecple of Iram and Irag
llave suffered the effects of this conflict for much too long, and
«he war also poses a real danger for the stability of the entire
region. MWe deplore Iran’s occupatien of Iragi territory and
re-emphagsize our view that this war must be ended on the basis of a .
negetiated or mediated settlement that preserves the territorial
integrity and sovereignty of both countries. We call on Iran to
Jean Irag 1n its willingness to pursue negotiaticons to end this
War .

=] Copy of that?
ME. OAKLEY: Yes. VYes?
ME. OAKLEY: The Iranians did this morning claim to have

captured a small town near Basra. Do you have any confirmation of
that?

MS. OAKLEY: No, I don't. I haven't seen that. ///
@ The Vice President said last night that Mr. Buckley fiad
been killed. And until last night, that had not been :onfiryiﬁ
officially. Do you have any elaboration on that? P
>
— e e
e e, e = il — 1'“"1-"':..!‘
e B8 Ko Al A Areon _avd gOIAY ABLA 4O av .
\u\ t \ S i S ) ) D B

END



(LTFRLAREEIR [ R T LI TET T

B ) 1y

geet. . 2. M E L e e B
S mea ane % j’{’,} ;
A e gt g\ ?}
........ L. AT Y 3
PR , - '--:-
IR
B Fobert McFarlane said yesterday that when he went Vo Temn

In May with the famous group of pezple that he was expecting to get
the release of all the hostages and to get the remains of Mr.,
Buckley, So this seemed to indicate that at that p?xnt the United
States government had concluded that he was desad. Could we get an
answer to when the conclusion wag made that Mr. Buckley had died~
Because much of this seems to have been going on after he died.

M&, DAKLEY: I"1l have to look into that, I'm not sure that i
can give you an answer. And as I've said, it heas been king of g
cumulative effect of “eighing all the evidence. Eome people may . .

have made up their cwn minds on the basis of evidence, but that
could have been a perscnal V1iew, Yes?

o The ather day, Fresident Mubarak of Egypt said that he
rejected the Proposal which the United States offered for
rescheduling of the debt, and alss about the interest rates. Can
you comment on what he said>

M5. DAKLEY: Na, In regard to the whole questicon of FMS debt
relief for Egypt, I will ttand by what we had saigd earlier, that
these discussions had been going on. And I have Rothing further.

] You mean, there isg still nmow in Egypt an American
delagation discussing that?

ME. OAKLEY: Neay that's net what I'm saying,
¢ Because the other day you said that. .

MS. UAKLEY: The ather day there was a delegatian, I dan’t
mean to 1mply that the delegaticn has stayed that long. But a1 I

£aN say i3 that I stand by what we said, that the discussions are
wontinuing,

] And what about what he said, that he rejected all what
you offered him so far, in an on-the-record interview With
(inaudible) paper?®

MS5. OaAKLEY: 1 understand that. I'm Just not prepared te
T comment on that, Yas?
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MS. OARLEY: Although Mr. Buckley's body has not been
recovered, the preponderance of informaticn available o us
indicates that Mr. Buckley died in captivity. Evaluating all the
information we have received, including conclusions of hostages who
were released and the long time which has passed with no information
to indicate that Mr. Buckley 1s alive, we have sadly had to come to
this conclusion.,

A Fhyllis, do yvou khow where he died? .

MS. OAKLEY: No, I have nothing on that.

—

| - = "
cammu&i"atiq: i?:hwﬁhtth??mdn case. Has Secretary Shult: peen in
: i = 98t Lerman officlals since -
businessmen were seized in Baipits since the two German

o i a .
- ubT 1 ??h#EY. As With any closa ally, such as the Federal
.ep 12 of Germany, we Are, you know, in constant consultation with

them. But [ just don’t have -
; . - any comment what) 5 =z -
has been i1nvolved Wwith them or not. i LR airectly,

a Can you tell me danything about GEer

] many®*es hi
SWapping terrorists fop inhocent hostages? Y story on

w118 DAKLEY: 1 certainly can't, (Laughs)

_J]f/‘{
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News Summary January 20, 1987

New York Headlines -,

i

Top story in the New York Times deals with the new rules on immigration
into the US and employment for the immigrants. Also on p. 1 in the Times:
Iranian warships are using missiles for night attacks (sce Press Reports) ’
Japan's Finance Minister will come to the US to discuss the dollar's fall;

The US Reaches the finals in America's Cup; Contra Arms Crews said to smugglF
drugs into the US with the knowledge of top officials; Mikhail Baryshnikov
has been invited to the Bolshoi to dance again in the Soviet Union. Also,
on p. 1 and Headlines in New York Post, Daily News and Newsday: The Strike
of the Long Island Railroad. Top stories!'in the Wall Street Journal deal .
with the dollar's plunge and problems at the New Yorker Magazine.

Editorials

NYT "“Stonewalling by Any Other Name" An apology by Reagan will not put the
Iran-contra matter to rest. Only facts and hard truth will, and these

are not readily forthcoming by the Administration. The public does not

know the whole story yet. Administration officials claim that they don't
either. Blame for the delay rests on the shoulders of the President and his
top aides as they turn stonewalling from a posture into a dance.

Columns

NYT-Rosenthal "A Question for the Vatican® Between 0'Connor and the Israeli
leaders, they have managed to dispel two old sterotypes out pecple.

The Israelis, by getting their country stuck in the muck of the Iran deal,
showed that all Jwes are not smart. The Cardinal, by displaying strong
public irritation about criticism of hie Jerusalem trip, showed that not

all Chrisetians dizzy themselves turning the other cheek, The real problem
is the Vatican's refusal to diplomatically recognize Israel and the rigidity
with which it is enforced in Rome.

Press Reports

Israelis Kill 4 Guerrillas

NYT-special-Israeli troops killed four armed guerrillas Sunday night after
the guerrillas infilirated into the cpclave that Israel calls its "security

:jwm 'Pi 3]‘1'.%/ thbivn ow . Ap &Y $YIKD
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zone." Rabin, speaking to high school sfudents, reaffirmed Israel's
committment to keeping control of the border enclave.

NYT-AP The Lebanese police said 4 Israeli gunboats rocketed Palestinian
positions near Sidon. An Israeli military spokeswoman denied any shelling
took place. The Lebanese said the shelling was believed to be in retailiation
for the stabbing of two Israeli Jews in the Arab sector of Jerusalem Saturdyy.
The Israelis were hospitalized.

Israel Bars American Woman From Seeing Vanunu

NYP-Dan-Isareli officials have prevented Vanunu's American girlfriend from
visiting him in prison. Judy Zimmet publicly appcaled to Israeli officials
to allow her to visit. Officials cited "security considerations” in keeping
her from him. Sources told the Post that the authorities fear Vanunu might
tell her how he was brought back from Europe to Israel.

0'Connor and Jewish Leaders Meet and Resolve Differences

NYT-Goldman (photo of O'Connor and Jewish leaders) After meeting for mo.
than 3 hours, Jewish leaders changed their critical assessment of G‘Cannnr'.
visit to the Midcast and said that the trip represented "a helpful
contribution toward greater understanding" between Catholics and Jews.
In a news conference after the meeting, there were apologies all around and
expressions of "mutual respect and good will.,”

I
Critics Say US "Privatized" Foreign Policy on lran

e S

NYT-Tolchin-Several members of Congress say the Reagan Administration,
following a pattern of using private industry to run domestic operations,
has made unlawful efforts to “privatize" foreign policy in the Iran-contral
operation. They say that the Constitution and Congress were circumvented
by the use of middlemen who arranged the financing of the arms sales

and transfer of funds.

Reagan Will Not Discuss Iranscam in State of Union Message

NYP-Flick-Reagan will not mention Iranscam in next Tucsday's Stoate of the
Union message. An official said that Don Regan vetoed any mention of it
because he feels that the worst is over. However, this ¢guld change. .

The Shadowy World of Secord

ND-Gutman & Mitchell-An indepth look into Secord's dealings. North is said
to have relied on Secord. Secord has been involved with Israel. In October
he said in an interview that he was the guy who negotiated the first F-16s
they had in 1979.

US Might Seek Consecutive Terms in Hijacking

NYT-Shenon-A senior Justice Dept. official said that the department might
seek consecutive prison sentences for a Lebanese man accused of hijacking
an American jet and killing a passenger. The department is seeking the
maximum sentence so that he would spend most of the rest of his life in
jﬂ.il -



Fighting Continues in Gulf War

NYT-Trainor p.l-Iranian warships are using Italian-made Sea Killer misgiles
against oil tapkers in night attacks for the first time, according to

US intelligence officials. 1In land fighting, Iranian troops appesr to

be solidifying their foothold near Basra, according to the US.

NYT-Sciolino-The relentless Iranian shelling of Basra has led to the exodus
of much of its population of 1 million, the first time so many of its
people are said to have fled. Nevertheless, American officials believe an
Iranian victory over Basra is unlikely. Arab diplomats are not so sure.
(NYT-Cushman; ND-wire)

Letters

NYP-7 letters criticizing O'Connor's re rk about the Holocaust.

Village Voice-Hordechai Levy, the leader of the Jewish Defense Organizatio
writes that Hentoff's article on the killings at Bir Zeit U. was one—sidedr.
and hypocritical. He states that many Arab terrorists are tcenagers and that
Is eli soldiers must defend themselves. Hentoff replies that the Bir Zeit
students were unarmed and that the 12 and 14 year old bhoys who were killed
may or may not have had rocks in+heir hande. "A State true to Zionism does
not murder children and students."

Inguiring Photographer on TWA Hijacker

DN-7 people were asked if the US was right in waiving the death penalty
to get the TWA hijacker. 5§ people said yes, two people said he deserves
to die.

ITONUT
NYC
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T MR. SCHWEID: Mr. McFarlare's testimony suggests scmething else
alsm that's irtriguing, suggests that somehow this is Israel’s ideaj
suggests somehow that Israel made the decision and just a couple to
three pecple over at the White House deferred to Israel, arg scomehow
this small country determined US policy. I sthat a fiar
representation?

' SECRETARRY SHULTZ: 11 didn't get that from Mr. McFarlarne, but
the Israelis were involved in discussions with him=-that's how this
got started, as 1 follow it. But, in the end it is not t up to
somebody else to make our de:;ﬁ;nns for us; Tit's uf up to us tn d-:1da,
and We HEVe to decide in the light of our interests what it is that
we want to do and-take responsibility for it, 80 we can't blame
lﬁyhndy else. 5 ——

——Tal

MR, SCHWEID: Well, it would s=eem then that the US was carrying
cut a policy that had reither the support of the Secretary of State
or the Secretary of Deferse, and 1 wonder how much force there could
be to such a policy? FAnd aren't talking points prepared at the
State Decartment ivn the first place?

SECRETARY SHULTI: MWell, these were prepared over in the NSC,
however | locked at them., And [I've already comment=d on them.
Inscfar as the policy of trying to positicor curseives differantly
with respect to Iran arnc have some impact on Iran's gerneral stance
is concerned, that's a policy that the President decided on and

which #verybody supports. In fact, 1 serse that there's no
particular disagreement about that.

MR. SCHWEID: No, but that's sort of what I was getting at
before with the Israelis., There was a feeling within the US
poverrnment that there i1s a moderate faction in Iran that arms are
mot, could be encouraged, and could have an impact on Iraniar
policy.
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MF.. REDHMAN: e

kidnapping of more Weetern hostages
what we've said on & number of otcasions in the past,

US citizens against travel
who are there to leave;
unsafe for Americans in

JiM ANDCRSON (UFIa:
what is going ol
i particularly?

i ME:.
have much

REDMAN:

énd that we comsider
thie difficult time.

Can yiou give
in the Fersian
any new pattern in the shelling of the

On the guestion of shelling of ships,
to offer on that.
reason to doubt that Sea-killer (?) missiles have been used by the
Iranians in these night attacks.

‘v Secondly,
in Beirut,

in view of the recent
I1'd like to repeat
that we adviee
to Lebanon; that we've enccuraged those
all of Lesanon to be

us a situatic report on
Farticularly do vou see
ehips,; Kuwaiti ships

Gul f?

I don't

We've seen the reports. We've no

We consider thaet aitacke on

shipping in the Gulf increase the possibility that a
misunderstanding or miscalculation could cause & widening of the

war .

are continuing to contain the Iranitans in
We believe that press reporte of
the weekend 1n moving closer towsard Basra
I really don't have anything

sEctior.
beyond that,

BARRY SCAEID (AF):

khat do

Concerning what's happening on the land front, the Iragis

the Fish Lake(?2
Iranian =uccess over
are not correct. Anc
else.

you mean they'!'re not correct?

Y

They're nol correct in the propoertions, or
Miv. REDFAN:  They're just nol correct that the Jrsnians have
mace any significant proogress over there,
Mic, BCOKWZID: But thoy're heading that way, aren't they”
Mic, REDMAN: There had been some movement earlisr oo -—-—
wi*'rir talking about perhaps Lhe 9tk or 10th ef Janaurs. Eut the
Feporte over ThHeE wWeEskent «haoh seereld o0 indicate ther there was
wome st of majgor movemest forwerd, that 18 not our reacing of
the si1tuation.
e - - . — ot
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Mi:. SCHWEID: Alright, if we get down to inches, though,
aren't the Iranians making incremental -- tc use a favorite State
Department word —= incremental gains on the ground?

MR. REDMAN: I can't parse it any further than what I've
just done, Barry. You mean several inches, and you call that
incremental., 1 can't ——

MF. SCHWEID: Well, mo, but when yvou say the reporte are not
correct, the Iranians have made claims of, you know, major
victories.

Mi.. REDMAM: For example, you'wve seen reports of lranians
being on the verge of going inte the scuthern suburbs of Rasra,
for example. That's not true.

MR, GCHWEID: I Just wondered if you could tell us whether
the tilt is still in the Iranian direction, that they are moving
ahead?

_ MF. REDMAN: I have no reason to make that tilt at all,
Barry. In fact, our reading is that-in the past Haeys, that the
Iraqis have essentially contained the Iranians in the Fish Lalke
sector, where they had made some gain, as you know, a week or so
agao.

MF. SCHWEID: Let me ask you about the sea-killers. Are
these Italian-made? And does the fact that they're now in

Iranian hands mean somehow that the Italians are not heeding the
US request for an embargo? i

Mr. REDMAN: I don't have any information as to the origin
of those missiles, or where they came from.

¢ Why do you think you are saying that it is not
Lﬂyrﬁft, what the Iranians said last weeh™ What do You hase 1t
“an ol you have dny (inaudible) inforration?

M. PEDMAN: I don't talh aboui the wources,

. .HF. AMDERSOMN: == tuwrn in thie corfluence of events, the
iissile attacks on ships &t the same Li-& as the of fenaive?
You see any possible political motives

™ -
P

ME. REDMAN:  No, 1 don’t have any - eason
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to make that evaluation. I can't tie the two together, myself,
A The report in The New York Times was last year., You were

talliing about attacks last year. You know ——-

ME. REDMAN: There have been attacks on ships, of course, by
various types of weaponry in the past., What's being referred to
here are some attacks that have occcurred at night, and by ---

G But not within the last monthe while the offensive's besn
GMn,; CGrrect?

M. REDMAN: 1 don't have that detail., 1 Jjust don’t know.
A 4 technical guestion.

Mk, REDMAN: The Fentagon, I think, may have some more to say
o” the course of the war and what's happened over the last couple of
veeks, B0 1'd encourege you to stay in touch with them today.

C Just a technical questicon on the (C~killer?) missiles.
kial’s so different about them that enables the Iranians to attack
at night?

M. REDMAN: I den'™t have that detail.

o Chuck, did the Kuwaiti or the United Arab Emirates, which
thelr ships are being hit this month, contact you or anything like
that?

Mk. REDMAN: I don'i have anything on thosc contacts.

(R Do you have any comment on Mr. Yasin Taha Ramadan's
accusations and charges by the United States and that the relaticns
with Irag, between Irag and the United States have reached bottom,
a:mast, with this thing abeout U.B. intelligence piving intelligence
Lo Iraqg and lvan, which was wrong intelligence?

ME. RLDMAN: 1 don't have anything on that. -

(] Loming back to the missiles again for a second, ie there
é ything about the use of the missiles™ You said that it
deronstrales Lhe problem of the widening of the war. But does the
use of those missiles at night pose some kand of hew and unusual or
escecially diffizult to deal with threat, either to shipping or te

tha lragia™

L]
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MF. FREDMANS I can't make that judament. But again, perhaps
the Fentagon would have something more to say on that.

: n] Okay. And again, can I ask whether there is any evidence

' —= you said you have no reason to doubt they’re using the C-killer

|

| weapon. Is there any evidence yet that the Iranians have begun
using the American-supplied TOW anti-tank weapons?

MF., FEDMAN: I haven't seen anything en that.

@ How ahout the Soviet ships? Do you have anything on .
that ™

MF. REDMAN: No, 1 don't.

(A On the one hand, you seem to say there ie no reason to
doubt that tthe C-killer ie being used, and the cother cfficials have
gaid that it does increase the danger in the results. What
diplaomatic activity i1s going on now to try and stem, &s you put it,
the widening of the war in the Gulf? Is there any attempt to stop
whoever the source is for the C-killers to -- do you support the UN
attempts to lock into -- that & UN force be in the Gulf?

Mr. REDMAN: Concerning diplomatic efforte, there's really no
change from our standard position. We support the efforts by anyone
who can bring a negotiated or mediated end to this war, and the
sconer the better.

Q But in the event -- but there is, I mean, at the moment,
there doesn't look like there's going to be a negotiated settlement .
to the war, and you face the day-to-day problem in the Gulf. What

can you —— what is being done to try and contain that?

Mi:., REDMAN: Our efforts in that regard are essentially the
same as they always have heen. I don't want to lead you to believe
that there's some new diplomatic initiative in the offing that's
somehow going to end this war overnight,
alihouph obviousely that would be desivable it it could be the casze.
Beyond that, our policies concerning the Gulf, concerning Operation
Stanch, all of thouse conlinue, as you're aware.

2] Do you have any coumment on ==

© —= & UN guestion. Do you support initiatives in the UN

MR. REDMAN: I said we support initiatives by anyone.

—-— - S T e —
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G! Any old initiatives? [ mean --

MR. RCDMAN: Any initiative that has a prospect for ending this
war without victor, vanquished, with territorial sovermsignty
intact, that meets that craiteria.

(] In this vein, Chuck, Saudi Arabia, Jordan and Egypt, all
the leaders have expressed concern about the way things are going
arcound Basra. And Mubarak has said that (i f the people —- sort of a
vague reference —— agreed (inaudible) that they might intervene in
behal f of Irag. Does the UE have any position about whether it
would be advisable for Jordan or Egypt to come to the aid of Irag? .

MF.. RCDMAN: No, I don'’t have any position on that.

FEaLFPH BEGLEITER (CNN): Do you have any comment on the West
German report that the US has a plan to intervene?

MF. FREDMAMN: Absolutely untrue.

BARRY SCHWEID t(AFJ): Chuck, does the State Department have a
position if Irag's many friends -— and there are three examples Jjust
referred to —— were to try to step up their military shipments to
Irag to compensate for what the Iranians now seem to have? Does the
US think that will be Just fine, or would you like to embarge arms
to both sides?

MF. REDMAN: I don't have any new position on that guestion,
Barry.

MR. SCHWEID: Well, your last position was kind of slippery. .
It was hard to figure out, You're clear that you're against arms to
Iran, but it's not clear to me that while you don’t want the war
stepped up -- it's clear to me that you don't -- you say you don't
want the war stepped up, but it isn't clear to me that you're
against stepping up Irag’s military capability.

MF. REDMAN: But our policy is not unclear. The policy
concerning shipments to Irag hee been clearly stated any number of
times. We don't provide arms to either side, but in terms of
Dperation Etanch, that has heen applied to the intransigent party in
this cage, which has bheen Iran.

2] Do you know how the Iranians got hold of these micsiless

MR. REDMAN: No, I don't.
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8] Chuck, can I follow up Ralph’s guestion? What are you
saying is absolulely untrue in that German article?
M. REDMAMN: =- what he phraced as the guestion.
] There are no contingency plans drawn up for intervention
by the United States in the Gulf area?
ME. REDMAN: That the US ig -- Ralph, do you want to phrase

your guestion again, as Der Schpiegel (7) said? Let me —-

i —

MR. BEGLEITER: My question was whether the West German reports .

that indicated the US had a plan to interverne in the Gulf war, and
YOUr answer was, "Absolutely untrue.”

Mk, REDMAN: In fact, the story also said the US is positioning
US forces in case of an Iranian breakthrough. Untrue.

G Chuck, on the same point, Tyler -— Fatrick Tyler -- who's
been there and describes an abscolutely devastated city, subsequently
guoted a so-called Western diplomat in Iragq -- he talks & lot like

an American —— he says it's a new ballgame, and that the Iranians
have already achieved a significant victory, in effect making Basra
uninhabitable. How does that jibe with your pooc—peocing the whole
Iranian thrust?

MF.. REDMAN: Well, you've used a lot af words, You've used
words "poo-pooing, " "so-called Western diplomats,” so I really can't
deal with your gquestion under those civcumstances, Masx. I'm not
sure who we're talking to or what we're talking about. What I've
given you is our appreciation of the state of affairs as it stands
today. That's ouwr appreciation. It is not some unspeci fied Western
diplomat. Secondly, I think reports from the city indicate that the
city is not vacant; it has not been evacuated. There are still
hundreds of thousands of people there.

G Chuck, new subject? Do you have any reason to believe
that Lthe Wesl German executive who was kidnapped in EBeirut was
kidnapped in order to put pressure on the German government not to
extradite but to release Hamadi? For example, do yvou know whether
or not whatever group kidnapped him has contacled the West German
government”  And does the US have any reason to be cancerned now
that West Germany might baclk off the extradition reguest?

x
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M. REDMAN:  Concerning the

— . — ——
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nature of any links that may exist,

I really can't do any better than what the German authorities have

done. I've seen quotaticns from
found some evidence of some link.

German spokesmen that they have
But beyend that, ] Just don't

have any details to offer, Concerning the extradition request,
those papers have been put in the hands of German authorities in

Bonn today, along with the suppor
the foreign ministry of the Feder

ting documentatien. That's gone to
al Fepublic. And that

documentation included the assurance that the United Btates would
not seek or impose the death penalty in the event Hamadi were

convicted in the United States.
we'll continue to consult with th

That's where it stande Now, so
e authorities in the Federal

Fepublic; but in essence, it's in their hands rfow.

MR. ANDERSON: What happens
extradition trial in Germany?

M. REDMAN: I'm not expert
to know exactly how that workes,
could say more.

8] Chuck, can I try somet

& = @ame sub ject?

M. REDMAN: Same sub ject.

now? Does there have to be an

enough in the German legal system
Ferhaps the Justice Department

hing else?

e Can you go into some of the security problems that might
be raised in the United States as a result of this extradition,

besides your little announcement
Westerners not to go to Beirut?

at the beginning about wanting
Is there any concern about

terroriem in the United States s a result of this extradition?

k. REDMAN: 1 don't have an
that. You know as & general poli
about terrorist threats, measures
- and so I'd fall back on the st

M. BEGLEITEFR: In that conn

ything specific to coffer you on
cy matter, we don't really talk
we take, for the chbvious reascns
andard answer of no comment.

ection, was your announcement al

the beginning related - 1 think yvou used the plural, "hostages

taken, " but I'm not sure of that.
the taking of the West German hos
sume other incidents that you wer

MR. FEDMAN: It was in refer

Was that related specifically to
tage, or is there some -- are there
e raferring Lto?

ence to the two most recent cases.

I believe there was a Frenchman taken last wesk and & German more

recent]ly than that.
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] == comment on Mr. Mubarak's statemant in interviews with
a lot of newspapers in the last few days 5\

about the relation between the United Btates and Irag. Can you
give us a read-out about the United Statec relations with Iragq at
the present time?

ME. REDMAN: I don't have any reason to give you some new
characterization of those relations.

K] Because —— .

ME. REDMAN: We just don't have any special resascon now to
launch into that.

o Because there were charges of almost deceitful

behavior and other things that plagued the situation in the
capture of (inaudible) by Iran, that because of the --

MR, REDMAN: No, I just don't have anything to offer you on
that.

(] Chuck ==

ME. REDMAN: Someone else?

(8] == accusation, when they said that you are == you
eugply them with disinformation and you are the cause of killing
of thousands of Iraqi soldiers, because of this information? You
don't like to answer this? .

ME. REDMAN: I'm saying I have no comment on those reports.
But on the gquesticn of disinformation being supplied, that has
bren denied categorically on the record by the agency involved.

. (] _ Do you have danything about the visii of M-, Hurphy to the
Middle East whiech is completed now?s

M. FEDMAN: As you lknow, or perhaps don't know, Ambassador
Murphy 1¢ back in Washington, He got in Monday night. He arrived
from London, where he Mad briefed British officials., He’ll be
reporting first to the Secretary, and, as a consequence, we'’ll he
reviewing the results of his trip. But beyond that, untjil he's had
time to report to the (consulty, I don't have anything to of fer
publicly,

-
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(] The Arabs say in the initial report that's come ocut that
the people, the teoncerned Parties in the area, most of them, they
are now calling the United Statesg, emphasizing again and again the
need of having an internatienal conference under the ageis of the
United Nations to solve the Middle East conflict, because they could
not -~ the United States could not revive the peace procass
otherwise. Do you have @ny comment on that?

MR. REDMAN: As 1 say, I don't have, at this point, any
comment on his trip.

1] Do you have anything on what the Secretary’s plans are
for Congressional testimony this week?

M. REDMAN: The Secretary has a considerable amount of
testimony 1n the next eix days. I believe he testifies five times.
A lot of that has to do with the budget, which, of course, is now
being considered in the Congress. He testifies on Iran, Nicaragua,
the Contras, several times.

@ Could you give us the schedule?

MF. REEDMAN: The first testimony is tomorrow, in cloased
session.  That's on Iran. Beyond that, 1'll ask the press cffice to
Provide a —= I think we did provide last Friday —— yes, we did -- a
readout of _his scheduled testimony.

() While in Jerdan, © j
e : r Lardinal O'Conner Epoke of the
E:E;;S;l:tg of the UaF1can Bponsoring an international conference
¢ t-i dlie Ea§t PEace. I wondered if the US would welcome tHe
atican playing such a roles If there has been any discussion®

MR- REDMAN: Noy, I don'g have any commisnt on that,

g
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