CITY ETTTION

Val. 220. No. 22& 1981, Globe Newspaper Co. *

. WEDNESDAY, JULY 22, 1981

.

US aide linked to Vesco

SEC not told cm extensive dealings i_ﬁr financier rw Allen

By Prian McTigue
and Fred Strasser
Sperial lo The Globe

WASHINGTON - At 10 a.m. on May
27, 1972, a helicopter landed In an open
field behind the Boonton, N.J., home of fi-
nanrcier Robert L. Vesen. Out of the alr-
crafl, which Vesco had chartered from In-
terstale Helicopters, Inc., stepped Richard
V. Allen, then a White House adviser to
President Richard M. Nixon on Interna-
tional economic affalrs and now Presi-
dent Ronaki Reagan’s national security
adviser.

It was Allen’s first meeting with
Vesco, a flamboyant figure who six weeks
earller made an lllegal $200.000 contribu-
lion to Nixon's election campalgn, evi-

dently hoping the White House would

( halt a burgeoning investigation of his fi-

-naficlal dealings by the Securitles and

. Exchange Commission (SEC).

Ninety minutes later, Allen retraced
his steps down the curving road that
passed Vesco's horse stable and climbed
aboard the hellcopter for a 45-minute re-
turn trip to his Manahawkin, N.J., week-
end home. Vesco billed the flight to one of
the companies whose assets he was skim-
ming. '

Allen would describe his meeting that
Saturday as a “social occasion™ nearly
six months later when he testified at the
SEC's probe into Vesco's affairs — an in-
quiry that left the New Jersey financler a

fugitive, charged with looting $224 mil-
lion from American investors.

An investigation for The Boston Globe
has uncovered Allen-Vesco connections
Including Vesco-pald helicopter rides, a
flight on Vesco's private jet, records of
phone calls to Allen’s offices from Vesco's

private.line and reports of direct Allen

dealings on behall of Vesco.

Moreover, sworn depositions made by
Allen and-others to the SEC conflict with
other Allen statements on his relation-
ship with the financier.

This new Information, established
through examinations of documents and
interviews, Including one with Vesco.
shows a more direct and extensive rela-
tionship between Allen and Vesco than
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Adviser to Nixon, too

" has previously been reported and demon-

strates that Allen, both in and out of of-
fice, utilized high-level national security
contacts In Vesco-related matters.
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Allen did not disclose to the SEC that he rode
on a helicopter chartered by Vesco to that first
meeting with the financier, though SEC investi-
gators say it is a fact that would have been rel-
evant to their Inquiry. Allen did not volunteer it
in his sworn deposition Nov. 7, 1972, although
e was ordered to detail all of his dealings with
“Vesco and his knowledge of Vesco-controlled
“ompanles. Nor did Allen disclose in his deposi-
“tion that he tried to establish an “international
business district" in the Azores Islands, which.
‘The Globe Investigation shows, Vesco would
dtave used to headguarter his major operations
“beyond the reach of US law.
b Lol

‘W In addition, a close comparison of Allen’s
sworn statements with other evidence shows he
did not tell federal investigators the complete
Btory of his ties to Vesco, withholding informa-
tion on his role in several of the financier's de-
signs, Including an attempt to influence the
SEC investigation. Some of that information
boncerned Allen's tle to Vesco while Allen was a
White House offictal.

J’.

#1; Allen refused to be interviewed by The Globe.
" This new information about Allen’s tles to
Vesco comes at a time when some Reagan ap-
pointees have come under fire for past business
practices before joining the Administration.
Last week, CIA operations chief Max Hugel re-
signed after allegations of stock market manip-

_ulation were published in the Washington Post.

' hat same day, it was revealed Lhat his boss at
the CIA, William Casey, had been charged by a

" federal judge with knowingly misleading Inves-
tors In raising $3.5 million for a now-defunct
New Orleans company.

* At the very end of the presidential race last

fll. Allen resigned from the Reagan campaign
alter an article in the Wall Street Journal al-
Idged that he used White House influence during
the Nixon Administration to obtain clients for
his private consulting firm. and that while on
Keagan's staff, Allen maintained a relationship
with Nissan Motor Co., Ltd., maker of Datsun
automobiles. The Journal said letters showed
that Allen leaked confidential information
about Nixen White House deliberations on US
é_.\gp&rt-lmport policies to a Japanese business

. &%sociate with close ties to his country’s prime
niinister. After Reagan officials conducted their
own investigation, after the clection. Allen was
brought back to take his presenl past as Rea-
ghn's natlonal sccurily adviser.

Vesco’s rise from obscurity
- By the time of Allen's meeting with him in

1972, Vesco had risen from obscurity to head a. |

worldwide financial empire. Using a small New
Jersey tool-manufacturing company as his
springboard. in 1970 he gained control of Inves-
trEi's Overseas Services (105, a giant Geneva-
bhised mutual-fund complex. The SEC had
barred I0S from US activity in 1967, after judg-
nig its lack of external controls a danger Lo in-
/éstors and American capital markets.
ﬁhrough a chain of companies controlled
thirough 10S, Vesco moved $224 million of Inves-

!

a country willing to let them carve out a zone
where they could establish “laws suitable for
them ... a combination of Monaco and Switzer-
land." With its proposed international banking
factlities ~ to be controlled by Vesco — the dis.
trict was to become a mechanism for Vesco to
move the millions of dollars he was draining
from investors. In short, the district was to be a
ministate bevond the reach of all the world's
troublesome regulatory authorities.

The first Allen-Vesco meeting

Allen’s first meeting with Vesco and Cerny
took place May 27, 1972, while he was still as-
sistant to President Nixon for international eco-
nomic affairs. Allen deseribed it as a {nformal
gathering. Cerny testified Nov. 2, 1972, to the
following recollection: )

SEC: Did Mr. Allen describe what sort of ser-
vices he proposed to render on that occassion?

CERNY: | think they were just discussing
the international business-district concept, and
I think Mr. Allen had some background famil-
larity in that area, also. That was the prime
area of discussion.

Allen deepened his relationship with the
Vesco organization only a few weeks after the
Boonton meeting.

Cerny was then looking for security person-
nel for the Vesco organization. His handwritten
notes regarding that search, obtained by The
Globe from the SEC through the Freedom of In-
formation Act, fndicate that on June 13 Allen, —
utilizing his White House intelligence contacts —
suggested that Cerny approach White House
staff member John J. Caulfleld, of the Water-
gate “plumbers” fame, and Col. Richard K.
Brown, a top Pentagon intelligence official.

Brown, who according to the Cerny notes
had a background in “CIA dummy corps" - cor-
porations operated by the agency - ran the Pen-
tagon's secret Special Plans Branch. In an inter-
view, Brown said he has known Allen since
1969, when Allen was a senlor staff member of
the Natlonal Security Council.

Several days after Allen apparently made his
suggestion about Caulfield and Brown. Cerny
met with Brown in a Washington hotel. Brown
described the encounter as “sort of a blind situ-
ation ... sort of spooky." a word used in the
Intelligence community to describe spy-related
actlvities. The Vesco lawyer was looking for
someone who could make “discreet travel ar-
rangements,” he said. ... which T presume
were similiar to several classificd [government]
operations [ was involved in, which 1 can't dis-
cuss,”

Cerny's notes of the meeting show Brown
named "Dick Allen™ as a personal reference and
as among the "top Washington people”™ he
worked with. The notes also show he disclosed
to the lawyer his past involvement with “CIA
dummy corps” and his current work in the Spe-
cial Flans Branch with “secret siush funds"
and “international monetary transfers™ - clear-
ly areas of keen Interest to Vesco.

Brown refused to discuss this work with The
Globe Lecause It was “intelligence business,”
but he asserted Allen had never been “officially
involved™ in the monetary transfers or slush
funds,

In any event, Brown said he never heard
from the lawyer again. That November, he re-
tired fromn the Special Plans Branch and became
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[Ors 1unas out o! the Uniled States into banks
5 controlled abroad.

 Vesco's alleged thefi slowed after the SEC
filed suit against him in November 1972, Within
three months, he left the country ahead of four
criminal indictments and has been a fugitive
ysince.

A link between Allen and Vesco was first dis-

closed In Mother Jones Magazine during the
f,prcséc:entlal campaign last year, when Allen
jywas Reagan's senior forelgn-policy adviser,

At the time, Allen conceded the accuracy of
srrports that he had met and traveled with Vesco
fwhile still on the Nixon White House staff, and
ithat he later acted as a $10,000-a-month con-
Esultant to Howard Cerny. Cerny, a Washington
rlawyer, was one of Vesco's closest aldes. Allen
elater told the New York Times, however, that he
Ehad never consulted for Vesco or any of his com-
vPanies. He told several newspapers that his

werk was only for Cerny, and that it included
Ecxploring “the possibility of an unregulated fi-
ynancial district in the Azores Islands.”™"

In fact, Allen went further than merely ad-
Evtsing Cerny on the feasibility of such a district,
fwhich he claimed was his role in his SEC depo-
islt!on. Also in 1972, Allen submitted a formal

proposal for an International district in the
L\zores to the Portuguese government, according
to his partner in the business proposal, Norman
Balley. Balley, an independent consultant on
xnational security, said in an interview with the
sauthors that he wrote the proposal for the dis-
trict. where he said he assumed Vesco would
¥'sel up headquarters for 10S." Bailey said Al-
Llen. stressing his friendship with the island's
Jleading businessman, Viscount Do Botelho, ap-
rproached him on the proposal.
£ Yer when SEC Investigators asked Allen
fabout I0S and possible business districts, he re-
!plicd in his deposition: “It was my understand-
ying that 108, as such, was in no way involved (n
sthe discussions [ was undertaking,”
He did not mention the Azores proposal.
The evidence that Allen was involved with
OS5 includes: 2

@ Cerny, testifying before the SEC five days

{before Allen, said Allen was “'a consultant to
OS and its affiliated companies."

€ In a recent telephone interview from the
kBal:umas, a few weeks before he left his home
rn-exile there. Vesco told The Globe that he re-
scalicd Allen had been “a consultant” helping
iseazch for an 10S international headquarters.
*Vesco added that he had traveled with Allen to
vthe Azores in June 1972, in part to see how well
ithe islands might serve as the location for the
“headquarters.
¥ . @ An internal Vesco organization document
jobtained by The Globe shows that I0S was the
wornerstone for a business district proposal in
ithe Dominican Republic, a plan with which Al-
#en was also connected. A well-placed source In
*Vesco's circle sald that, because of Allen's In-
wolvement In the plan, he musl have seen this
blueprint, which shows I0S controlling the dis-

rict. ‘
? Laurence Richardson. a former top Vesco
;ilculcnanr.. described the business-district pro-
posal as follows: Vesco and Cerny were seeking

{

lsuropean sales manager lor Lockheed, seling  LAURENG

alrcraft services Lo loreign governments.

In his SEC testimony on Vesco-related mat-
‘ers, Allen did not mention any role he might
have had in connecting Brown to Cerny.

Casey mecting arranged

Allen also utilized national security contacts
to arrange a meeting between Cerny and Casey,
the SEC's chairman at the time and now direc-
tor of the CIA. :

Casey, In an (nterview with the authors
while he was [n private practice after he left the
SEC. said that soon before his meeting with
Cerny he had made the acquaintance of Allen as
a “strategy, defensé, national securlty expert” ||
at the National Strategy Information Center, a 1
New York military-security institute, where Al- [
len lectured and Casey served on the board of
directors, 3

The meeting Allen arranged took place in (§
early September, shortly after he recefved the
first of six 810,000 checks from what was
marked as Cerny’s “special account.” Allen tes-
tified hie consulting firm had a $10,000-a-
month retainer with Cerney., Casey, who had re-
buffed several earlier attempts by Cerny to meet
with him, said he was not told Cerny would
raise the subject of Vesco. "Dick Allen was going (¥
into business with him and he asned me if 1
would see him. ... it was just a courtesy to
Dick,"” Casey said.

In the meeting, which Allen attended,’Cerny
pressured Casey to end the SEC's year-luong
probe of Vesco. Although directly relevant to (he
SEC inquiry. Allen withheld the existence of the
meeting from commission investigators when
he testified several months later. 4

The meeting came to light in late 1973, when ¥
former GOP national chairman Leonard Hall |
provided federal prosecutors with details of i
Cerny's earlier, unsuccessful attempts to have |
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ROBERT VESCO ... still wanted in $224-million fraud case
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VRENCE RICHARDSON  Ton Visco aide

* n
him arrange a meeting between Cerny and €z
sey, Hall's former law partner. After it became
known that Allen had sel up a meeting between,
Cerny and Casey, he was interviewed by US at;
torncys then proseculing former Nixon Attor,
ney General John Mitchell and former Com-
merce Secretary Maurice Stans. The two men
were Indicted for their alleged role in Vesco's af-
tempt to blunt the SEC investigation by making
an unreported $200.000 contribution to Nixon's
re-election - a violation of federal campaign fl
nance law. Both were acquitted on charges, gf
obstruction of justice and perjury. Vesco is sti]l
at large and under indictment on the same
chargs -rltll

The prosecutors would not comment on their,
Interview of Allen. i

Shortly after the meeting, which Allen told -

the Washington Post left him “terribly embar-
rassed,” he moved his consulting firm Intg
Cerny's offices.

Allen’s other omissions to SEC ..~

There are several other omissions in Allet’s
SEC testimony that tie him more closely- o
Vesco. o

® The first was another Vesco-paid helicop-'
ter trip on Aug. 14 to New York City from a field
near the financier's New Jersey corporate head-
quarters.

® The second, two days later, was a flight on'
Vesco's Boeing 707 from the Dominican Repub-

lic to Nassau. Allen did not tell the SEC of the !

flight, though he did tell the agency that he met
with Vesco In Nassau regarding a possible inter-
national business district in the Dominican Re-
public. They then flew to Newark. "t

® A third, related omission was a visit to the
Dominican president, Joaquin Balaguer, at
which Allen was introduced by Louis Gonzalez!
an influential Dominican-based Latin Amer-
can businessman and friend of Balaguer. Gon-
zalez, according to a source with first-hand
knowledge of the Dominican scenario, was bus-
{ly at work on Vesco's district plan. o

Allen, the source said, met with Gonzalczaf :

Gonzalez' New York home before the trip, and

flight logs obtained by The Globe show they flew

together on Vesco's 707 from the Dominican Re-

‘public to the Nassau meeting with Vesco. But
‘Allen told the SEC it was Nassau "where | met

the individuals from the Dominican Republic
for the first time." Gonzalez dled in 1973. )
Gonzalez' name surfaced In the press orrhy
two weeks before the Lrip, when a Wall Street
Journal report implicated F. Dondld Nixon, the
President’s brother, in a Dominican-based
scheme to run up the price of stock in a minim
company. il
Donald Nixon traveled to the Caribbean na-
tion with the plan’s central figure, John Meier —
formerly Howard Hughes' second-in-command
and now being heid on an unrelated murder
charge. Gonzalez. who worked with Meier on
the deal, eventually received $15,000 for his role
In securing mining concessions from the Bala-
guer government, according to SEC records. ,

Federal officials involved in litigation against
Vesco have sald Allen's failure to testify to the
full extent of his knowledge is significant. Had

« they known the range of his tnvolvement with

Vesco and his companics, they say they would

Continucd on next page
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'SEC not told
of Vesco links

Cont'd. from preceding page

Have scrutinized his possible role in Vesco's vio-
lation of securitles and campaign-finance laws,

nder federal law it is a crime to knowingly

tiisrepresent or to make any false or misleading
gtdtements while under cath that would be ma-
terlal to an investigation. :

_~ Also missing from Allen’s disclosures of his

Yésco ties Is a series of 13 phone calls to his-

9ffices from the Vesco organization. Records of
these calls were put into evidence during the
ltehell-Stans Watergate trial in 1974,

... ® The first of those calls was placed from
Vesco's corporate headquarters in Fairfield:
N.J.. to Allen's White House office June 15, the
c_i‘aé{ Cerny interviewed Col. Brown and six

ks prior to Allen’s departure from govern-

iéht on Aug. 1, 1972.

@ Subsequent calls (before and after Allen's
SEC testimony) were placed from Vesco's Inter-
national Controls Corp., a key subject of the
SEC probe, and from Vesco's private phane. lo-
cated on the credenza behind his desk. These
calls were to Allen's consulting firm after he left
the White House,

-neThe birth of Allen’s consulting firm itself
was full of Vesca connections: Its original direc-
tors and shareholders included a law partner of

£rny's. Others involved were Cerny's law clerk
and Washington attorney Bernard Fenster-
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legal counsel at the CIA, again working for Ca-

Fensterwald also figured in the SEC inquiry. -_‘

Jiistin Feldman, an attorncy for one of Vesco's :
corporations, said in an Interview that Cerny .
tpld him that Vesco had a top SEC official

“tailed” and investigated, and that the private :
dctective's report of the surveillance was in i es-
terwald's possession. Feldman told SEC lawyers
about the report on the SEC's chief of enforce- |
ment, Stanley Sporkin — whom Vesco consid- |
ered his archenemy. When they questioned
Cerny about it, he clatmed lawyer-client privi- |
lege and refused to answer. Sporkin is now chief |

sey.
:?Among their run-ins, Vesco clashed with
Sporkin's Enforcement Division in 1971 over a
deal Vesco aide Laurence Richardson said in an
interview with The Globe drew in Allen. - i
“" In that deal, Vesco was eager to acquire a Le-
banese casino-banking complex known as In-
trabank, whose board of directors, through a
quirk of international finance, included a repre-
sentative of the US Agriculture Department.
When the SEC learned of Vesco's design on the
tompany. it put out a government-wide warn-
ing that he was under Investigation. The State '
Department followed, adding that Vesco was
Buspected of underworld ties. i
‘"UWithout a change in the government's atti- |
tude toward Vesco, he stood little chance of tak-
ing over the Lebanese conglomerate. Vesco aide

ichardson. who kept a card with Allen’s name
dhd White House number in his telephone file,
said in an Interview: “There's no question he
[#Allen] helped in Intrabank.” Richardson wrote
<llen’s name in his appolntment book - which
iThe Globe obtained from evidence in the Mitch-
gll-Stans Watergate trial — on dates both before
and after Allen left the White House. Richard-
son recently told The Globe that he made the -
notations in connection with the Intrabank
dgal. B - :
*-"The contacts were made through [Nixon's
domestic affairs adviser John] Ehrlichman and .
Allen,” Richardson recalled. He said he did not .
speak to Allen himself, however, and did not re- |
member after cight years exactly what Allen |
might have done. Former US officials Involved |
with the Lebanese company could not confirm
Richardson's allegation. In any case, Vesca's ef-
ferts did not succeed.

= The SEC's civil suit against Vesco, which
slowed down the looting of four US-based murtu- |
al funds, was filed Nov. 27, 1972. In an unprec- |
eflented action, an SEC member personally ap-
peared In federal court, seeking an injunction to -
stop what he called “one of the largest securities
frauds in history.” Vesco was spiriting $224
thillion out of US banks to banks he conltrolled
in the Bahamas and Luxembourg, it was argucd
in court. i )

¢. Despite the publicity surrounding the case,
Allen continued his connection with Vesco until !
1 least Feb. 5, 1973. a few months before Vesco
fled the country. That day. Allen took his last
trip aboard the financter's helicopter, leaving
Veseo's corperale headguarters as the lone pas-
senger on a 20-minute flight to Newark Airport.
.« Brian McTigue is a Califernia atiorney and
Jree-lance journalist: Fred Sirusser is a free-
lance journalist. This article was made possi-
bie in part by a grant from the Fund for Inves-
tiative Journalism. }
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