CIA Helped Quash Major,

By Jim Drinkhall
Reprinted by permission of

Wall Street Journal
0 u‘[‘l;% Dow Jones & Co., Inc.

IWASSAU, Bahamas —QOne of the
more titillating business stories that
somehow managed to reach the public
prints in the last decade was the
great Castle Bank caper.

Remember? It was the esu:apade.in
which twp Internal Revenue Service
agents outdid themselves as sleuths
only to have their chief throw out

their hard-gained evidence of possible:

massive tax evasion as inadmissible.

For years IRS agents had been try-
ing, without much success, to optain
documentary proof that Americans
were using offshore banks in the Ca-
ribbean to hide income and evade
taxes. One of the suspect banks was
the privately owned, Nassau-based
Castle Bank & Trust (Bahamas) Ltd.

So one night in 1973; iwhile'a_n"cifﬁcial -
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of the Castle Bank was having dinner
at a posh Key Biscayne, Fla., restau-
rant with a woman an IRS informant
had hired as a decoy, the informant
let himself into her apartment, took
the banker’s briefcase and gave it to
two IRS agents. After photographing
the briefcase’'s contents, the agents
had the briefcase returned to the
woman’s apartment and, for the time
being at least, the banker was none
the wiser. »

 The ‘photographed documents were
a revelation. One of them was a com-

" puter printout of the bank's account

holders—some 308 names, including
not only nationally known U.S. busi-
nessmen and entertainers but quite
a few well-known organized crime
figures as well. The account holdegs
controlled about a quarter of a bil-
lion dollars in assets. To the jubilant
agents ‘the list ijfé'iezi'f.ed the possi-

\

. Mareover, the supposed legal obstacle -
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bility of the single biggest tax-eva-
sion strike in IRS history. |
Their elation eventually faded, how-_
ever, after Donald Alexander, then
the IRS commissioner, announced
that Project Haven, as the Caribbean
investigation was called, was being
suspended because the surreptitious |
acquisition of the list wase an illegal
search. The Justice . Department, . |
which launched a grand jury investi-
gation after the IRS dropped out_of |
the picture, said in 1977 that it, too, |
was bowing out because a federal
district court judge had ruled that the
list had been. obtained illegally.
' It now appears that pressure from
the Central Intelligence Agency, rath-
er than any legal problem, was what
caused the Justice Department - to
drop what could have been the hig- |
gest tax evasion case of all time. |

to using the Castle Bank depositors’ j
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list was questionable \Iat best—the
government already ha]lin its posses-

sion the same list, lega obtained,
What caused the Justi@ Department
to back off seems to hve been the
CIA's argument that pirsuit of the
- Castle Bank would endayger “national
security.” This was invgved because
' the bank, besides its postible use as a
haven for tax evaders,wa} the conduit
for millions of dollars eirmarked by

the CIA for the funding ¢f elandestine
operations against Cuba md for other
covert intelligence operatons directed

-at countries in Latin America and the
‘Far East. A major tax evasion investi-
‘gation of the bank propmbly would
have endangered these ,CIA opera-
- tions. #

Castle Bank was set up and prinei-
pally controlled by the lag Paul Lio-
nel. Edward Helliwell,a Miami- law-
yer. who had longstanding ties to the

U.S. intelligence community, was in-
strumental in helping to direct a net.
work of CIA undercover operations
and “proprietaries.” (A proprietary is
a concern secretly set up and controll-
ed by the CIA, ostensibly as a legiti-
mate business.)

Despite repeated requests for com-

ment, officials at the CIA, Justice

Department and the Helliwell law
firm refuse to discuss the case. Castle
Bank, which closed its operations in
the Bahamas and Cayman Islands in
1977, currently is based in Panama,
but aparently has no offices there, AL

. ‘though the government has never re-

leased the names of Castle' Bank's
1873 account holders,a copy of the
list was reviewed by The Wall Street
Journal.

On the list, either in their own
names or under the names of trusts
or' companies they controlled, were

such people as Chicago’s Pritzker
family, Detroit land developer Arnold
Arnotf, Playboy magazine publisher
Hugh Hefner, Penthouse -magazine
owner Robert Guccione, actor. Tony
Curtis, the formef rock group Creed-
ence Clearwater, and three :men—
Morris Dalitz, Morris Kleinman. and
Samuel A. Tucker—who have - been
described in Justice Department dpeu-
ments as organized crime figuves. *
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Of course, having money on deppsit |

in a foreign bank , by itself, is ng e¥i-
dence of wrongdoing. None of the
above individuals, with the exceptibn
of Hefner, returned phone calls’ in-
quiring about the accounts. A spokas-
man for the Playboy publisher -says
Hefner “doesn’t remember” havidz an
account at Castle, though he daes. re-
call investing in a movie company
that dealth with the bank. ke

See CASTLE, A22, Col. 1 ~. n >
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;;-;‘ CASTLE, From A21
o he bulk of the Castle accounts.are-
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., “AGs«he names of foreign entities, most-
; 4£:Bahamian or Panamanian, accord-

3 to the list. Other documents in
} Nﬁsau show that the common thread

* gglliwelr and" his assoclates. -

. e gruff Helliwell, 62 when he died: .
ﬁchr}atmu Eve 1978 from emphy-""
nnm complicat[om was no strangar

o . f&khe murky world of spying.'During
Yd_‘igrrld War II-he was.chief of special;
lligence in' China for the Office
Stnteglc Servlcas. the forerunne‘;
'.' the CIA. 5
'ﬁx 1951, Helliwell helped set up and

f Sea‘Supply Corp., a coneern con:
“Woiled by the ‘CTA- as a front. Far:
; &ost'lo years, Sea Supply was used
upply huge amounts of weapons -

s

ﬁ}a dquipment to 10,000 Nationalist

- %nese troops in Burma as wall as to
. giland’s police.

ne former federal u.tﬂcial whao -

p ped scrutinize Castle says, “Castley ~

: wax one of the CIA's finance channels '

j.operations against Cuba.” Helli-

reputedly was one of.the pay-

ters for the ill-fated Bay of Pigs

e lhusmn in 1961, as well as for other:

operations throughout Latin ,

' Asmerica, In particular, the former fed-
-involved” in financing a series of cov-

‘et forays between 1984 and 1973 .
d@ainst Cuba by -CIA operatives work- "

. ing-from Andros Isand, the largest of
. -thél Bahamas. b :
L member of Helliwell's:law -
kany? it was genefasl knowledge
; the firm’s members “that 'Cas-
. a CIA account” but that only -
’f:'l‘iig.r.weli and two other lawyers: had®

to any information on the: bank

ropping of Project Hayen by the”

-caused tremendous turmoeil with-..

ln the tax»col!ectmg agency. One IRS -

mefhg: says’that ‘when the" investiga-
tion ‘was’ 'shut’ down there were 488
pénding g cases involvmg tax deﬁcieu

cies.of “hundreds of millions” of dol-

lars. Many veteran. IRS agents re-
signed. To this day the drain of tax-
able money through Bahamas banks
+Is continuing, largely because that

ese companies.is. that they were *
istly formedi or controlled by Paul -

" ed revelation of illegal payoffs’ in the
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=€I_A Tle _;.:to Nassau Bank
Fed to End_ of Tax Case

"_countrys ‘striet disclosure laws ‘pre-
vent outsiders. from obtaining -bank-
ing records. A 1879 study of offshore
- banking, prepared for the Ford Foun-
datlon, concludes that the “flow of
crlmrriar and tax evuion money't into
the Bahamas alone 11 up to m bil-
Hon ‘annually.”. e w3
Thé incident that appatentl'y. fin-
Ished off the ‘investigatidn ogeurred
“in 1977. A federal judge in Ctevpiand
_ruled that the’ ncaounthnlder list had
‘been obtained illegally ‘and: couldn’t
e tsed a§ evidence in criminal ¢ases.
« The rulmg came- in the case of Jack

g .,Pamr an Ohia btisinessman who had

“‘beem chu-gad with.failing to Teport
that he had a trust aceount. at Castle.
' The Payner case is pending before the
.U.S. Department and 'IRS used the

‘trial judge's. ruling as the basis for

-ending the investigation in 1977, doeu-
ments show, =

- A governme.nt official close to tha I
" Castle investigation says, ‘There. was |

- nothing sinister about' why it [the in-
vestigation] ‘didn't go anvwhere. The
CTA. convinced Justice that exposure
‘of Castle' and, of necessity, other

Y \Helliwell _dealings, would .compromise

' “Very.sensitive and very' ‘significant in-
:gﬂganne Qperaﬁomn'sas simple as
TUIARE T

Tt wis the CIA's Oftlee.'of Géneral §

" ekl oficial said, Helliwell was “deeply; "~ Coubsel that apparently.répeatedly re-

rquested the Justice Department to.
back away from- Castle. A i:idernl' at-
torn ifirsttearned: of._the |
Gm;.wln?u;lvamemi when John J (."r.l‘e]-!g
ney, 2 CI*A m‘omey. asked Jnsd'eq “to
keep ] amunts a Castle
‘because’ éy were rin by the agency.”
" Greaney, | now- ‘retired, says-he is. pro-
“hibited from ﬂ.‘lscus*lng mr work he
“did for the CIA.

¢ Ings. An affidavit-bhy a State’ Depart-
ment official ‘on one oceasion warned
‘a federal court against “the anticipat-

Bahamas, The official further _coun-
seled against the disclosure of one
_U.S. diplomatic cable concerning Cas-
tle becase the contents “would have
a bombshell effect” on US -Bahamas

Other U.S. aser.\cias were’ mvolved i
in Castle Bank’s mystarious maneuver. |

relations,
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