
Me. Mary MCGrory 	
10/9/86 

Washington Post 
1150 15 St., NW 
Washington, D.C. 20071 

Dear Ms. Mclirory, 

When the Post was put together for today's issue someone 
unintendedly under 

spired what I was saying. I hope that what I said did not
 offend you. It certainly 

wasn't personal. 

Today's story on the newest mess we've made in Nicaragua 
and the tragic and 

inevitable loss of lives manages to omit what the Post ha
s in its morgue on Douthern 

Air `transport. Xpnclose it. I also have a story that was
 sent to me that reports 

the sweetheart 344 the CIA made in sailing Southern A
ir to what is called its 

ffront".for a ridiculously lair price. 

The Post was dutiful in its uncritical reporting of all t
he denials when 

consultation with its own morgue would have at the very l
east raised substantial 

questions about the official denials. Aside from the obvi
ous fact that what we 

knew happened came close to requiring a CIA involvement, 
the involvement of its 

SouthergAir front, not included in any official comment I
've seen or heard, 

left little real doubt. If it had not been for Hasenfus' 
confession, which I've 

just heard one( the radio, we'd have been left with the o
fficial dogiAsjuld the 

officially unofficial suggestkon that out in the Nicara
guan jungleiraTaged 

Souther/Air identification foie the dead pilot. 

Nobody in the press seems to have remembered that when we
 were preparing for 

the inevitable fiasco of the Pay of Pigs those pilots wer
e not employed by the CIA. 

Their employer, was aCIA front known as Doubl-Chek Corp. 
And those poor, misguided 

and misled airmen also died in another futility in pursua
nce of a futile natipnal 

policy- at least the CIA's ifi not the nation's. So it was
 not remembered in the 

current reporti4k1 the seemingly failed journalistic mem
ories just happen to 

coincide with and support government disinformation. 

This is what happened to us. I'm sorry very sorry about i
t. Especially when 

remember whet some of our was° men said, Santayana about 
being doomed to relive 

history if we forget it and Cardoza, about the government,
 for good d.r ill, being 

the teacher of us all. 

One of the reasons some government agencies dislike me an
d have practised 

KGB/Gestapo abuses against me is that when once before I 
persisted, then also in the 

face of journalistic disinterest and silence, Congress am
ended POIA over me and that 

ilwhat opened some of the FBI, CIA and other files for t
he kinds of disclosures 

earlier reported by the Post. 

I today am not optimistic about Tyr chances but I've not f
orgotten Polonius 

or among the other qaotables I never hear quoted any more
, Frost on promises to 

keep, albeit I now have so many fewer miles. 

I know of your interest in the Nicaraguan tragedy and I d
id not want you to 

think I was just spouting off without some knowledge and 
recollection, so maybe the 

enclosures will inform you as well as support what I was 
saying. And please do not 

feel that this calls for any resppnse. Spend that time on
 the fine things you do, 

like telling us about truth in today's fine column. 

Best wishes, 

n. Harold Weisberg 
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ter airlines, Southern was one of the 
weakest. Yet only a few months after 
it was sold in August 1960 for a paltry 
$300,000, the airline was thriving. 

The reason? The actual buyer of 
fiouthern, a fact kept . secret from 
most people for more than 13 years, 
was the Central Intelligence Agency. 
With the CIA's help, Southern quickly 
Obtained new planes from another.  
CIA company, Air America; and cap-
tured 

 
 a key military contract to, Pro-

. Vida a "cover" for its operations. 
In 1975, after two years of rumors , 

and published news leaks, the CIA fi-
nally acknowledged that it had owned 

thesou rn Irvin 1960 to 1973.  
The story might have ended there. 

But now government documents and ;.; 
other information have surfaced indi-
cating that the CIA's venture into the 
nonsked business had a profound im-
pact, one that damaged the finances 
of a host of unsuspecting private busi-
nessmen and helped determine the 
shape' of an entire industry for years , 
to come. 

By siphoning away a significant 
share of the military charter revenue 
that was the sustenance of these 
struggling airlines, the CIA played a 
big role in consigning some of these 
companies to oblivion. The few that 

By TOM REDBURN 
L0111 Anvils' Thins 

LOS ANGELES—In 1960 Southern .  
Air Transport was on the verge of 
bankruptcy, down to its last two aging ' 
Plante. Southern, like, most of the 

;other two, dozen or so nonscheduled 
:airlines Uteri alive, faced a bleak fu-
Aure. 

Of those so-calltiNi nonskeds, or char- 

• „, 
perSte efforts by the competing 
nonsked" to:gain a share of the goy,. 
eminent business that was net Salle 
ttsi , to the clAte aijline. 

Only siF1Knnliteds  were ;warded, In 
the early.1960s,.the,luerative overseas 
mill tary Contracts that became the dif.' 
ference'betWeen` life :""and death. The ' 

' losing airlines at the time Were una-
ware that Southern will owned by the 
CIA. The .other five—World Airways, 
4AIXCO, (later Saturn Airline), Over-

; 
 

seas National 'Airlines, Capitol Air;  
< ways and Trans International Airline& 

(which has recently acquired Saturn) 
;--Ali were aware of the hidden CIA1-. 
Southern connection.  
:With, the new evidence, a group of 

the former ;'nonskeds.' charge that the ; 
favored airlines, which. have since be- 

; come the leaders of the U.S: charter 
airline industry, agreed to keep their 
knoWledge. of Soutbern'as CIA owner. 
ship secret in return for the military 
contracts. 

In recent testimony before a CAB 
heari  
president of a former nonsked, all-

; judge, Richard D. Neumann, 

' fornia Air „Charter, alleged that 

nn

at 
least one of .the,-  military charter air. 
lines "used undue and ;improper influ-
ence in economic, rise to the top, or 

;In less charitable words, blackmail 
and extortionAt Is clear that several 
applicants (in a' tiew-route case) have 
engaged in activities of a very ques-
tionable nature."  

The surviving carriers deny ther,,,:, 

In a letter to a Senate committee 
chairman, Edward J. Daly, chairman 
of World AirwaYa wrote:. "World has 
never resorted to coercion- or relied 
upon favoritism to obtain military 
contract business,. 

Coates Lear, a; lawyer connected to 
four of -the surviving carriers, is now: 
dead, but his close friend Clayton.  
Burwell, president of the Independent 
Airlines Association in 1900 and 1961 
and soon thereafter counsel for Trans 
International Airlines, disputes the 
contention of the former nonskeds 
that there was, in his words, "an insid-
ers club" that was the beneficiary, of 
favoritism in military airlift contracts. 

Although he eon/rims that he and a ,  
few other carriers' lawyers and exec. 
tives knew about the CIA ownership 
as early as 1961, Btu-well says tt is , 
"ridiculous" to believe that they took 
advantage 'of that information to in-
fluence military contracting. 

Whatever the factors that deter-
mined which nonskeds 'survived thisAi 
period of travail for their industry in 
the 1960s, it is beyond dispute that the 
CIA's purcahse .of 'Southern contrib. 

survived became the nucleus of the 
modern U.S. charter airline industry, 

Moreover, there is evidence that 
five other nonskeds that survived this 
period did so in part because they or 
their representatives learned of the 
CIA connection to Southern and were 
able to win favorable treatment from 
the Civil Aeronautics Board and other 
government agencies, which were ea-
ger to maintain the CIA's secret. 

Today, many of the former nonsked 
operators who lost their flying rights 
when they ran out of money are try-
ing to win those rights back from the 
CAB. The board, whose membership 
has changed complly in the inter-
vening years, has set up a special pro-
ceeding to consider their requests. 

Their efforts recently forced the re-
lease, 

 
 under the Freedom of Informa 

tion Act, of numerous previously se-
cret government documents. Those, 
combined with interviews and previ-
ously ignored testimony, permit a 
close, look at how the CIA wreaked its 
apparently unintended havoc on the 
nonsked industry. 

That look reveals a complex pattern 
of intrigue, with secret briefings by: 
the CIA of CAB and military officials 
which won Southern crucial operating , 
rights and contracts, along with des. 



riknown 
uted to the demise of those that suc -
cumbed 

The CIA's entry into the business, 
of course, Wasn't 'the only factor. The 
CAB, which fregulates all air carriers, 
had been . givjng the nonsiteds short 
shrift for yap:kin order to help pro- 
tect thelmge-mheduled airlines. 

The CIA didn't intend, apparently, 
to harm, other , airlines. Imuiediately 
after the purchase, however, Southern 
captured 407important military cow 
tract In the Pacific, even though it 
was based *.lji 	and had preVi- 
ously restricted its operations to that 
area. The wrier grew, quickly, fed by 
military contracts and CIA operations. 

The CIA 'did not; want Southern, to ,  

become tOO. !-visible,. and ..it never  
came exceedingly :large. Southern 
bought plane': from the CIA's largest 
proprietar30.company,. .Air'.; America," 
which operated mostly. in. Smitheast 
Asia. The money came from Air 
America loans and loans from Menu- • 
lecturers Hanover Bank in New.York, 
which handled the banking for many 
of the, CIA's mmpanies, 

But by the time Southern, which 
has no connection to 'Southern 'Air-
waYa, was sold in 'INS to Stanley Wil-
liams, the man who 'had'-operated it, 
for the CIA; the line • wm deihe 
lions of dollars of business annuallY 

Without that sale, for $5.1 Million, it 
might never'  ave been possible to •tell, 
the history of the CIA's effect on the 
nonsked industry. For, befere the deal 
could 'go' through; -a number of air-
lines protested the retention' of key 
CAB operating rights by the new own; 
ers. The CAB held secret hearings on 
this issue, and it 10 through tetimony 
recorded at those hearings and only 
recently released that much of the 
CIA's role can be documented. 

The:hrincipalWitness was Lawrence 
Houston, then the general counsel of 
the CIA, and the principel questioners 
were the lawyers for the five military 
supplemental airlines and a lawyer 
for Pan American World Airways, 
also representing eight major, carri-
ers. 

According to Houston's testimony,  

the CIA decided:to. purcahse Southern ,' 
because Air America wouldn't be able. 

risking 
at 

 
to n dr ebcelee c av m  a 

the 

 g A aBg9.; ctr yl ca:270  w.  t b: 

air 
disclosure of its real owners!' 

line that .w1pl4, pt 049 ...t9 ;opera 
Latin Amerta. 	. 

Houston' claimed, ....that the •agency;. , 
didn't ask:For any rspecial favOrS:for:, 
Southern:-  . HSonthatn- 	on the 
MATS 	 'Ate 7. Transport 
Servicej, later MACS (MlltterY 
Command) contract$, which' it "per-.  
fanned in y141149: commercial fash- 
ion 	

. 
ion with no `intercession by us, el-
though , informed} the top ..command '  

'of MATS,' that we did have the bone; 
fivical. ownership but we asked tie AO; 
vial consideration,"::  

HoweVer, HOustou''"acknewledgeit: 
that he 'had dischised'thel.CIA'a 
ership of Southern•to key ,.officialif 
the CAB, even as.the board was In the' 
process of determining which airlines 
would be eligible to bicLon MATS 
tracts. 	, 	o —1' 	4 ,. 

From then on, Southern received 
many special considerations. 
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Fit ►PA  
passenger and freight operations -
had experienced more growth dur-
ing the 1960s and early 1970s than 
Southern Air transport. • 

He also defends the purchase 
price ("I tried and pressed to get 
the very best purchase 1 could do. 
Wouldn't you? Isn't that the best 
way to do busitiess?,") and says that 
everything was done legally. 

WHILE THERE is some specula-
tion that the agency may have de-
cided it could get more money sell-

- ing it to Williams than it could by  
putting Southern Air Transport on 
the open market or simply dissolv-
ing the company and selling off its 
assets, The Herald has been unable 
to find any appraisals reflecting 

• this. 	•  
The agency would not have been 

bound to sell Southern Air Trans-
port to a higher bidder anyway, 
since legislation creating the CIA 
gave the director of Central Intelli-
gence a freer hand in handling fi-
nances than any other bureaucrat 
in WaShington. (The House Govern-
ment Operations Committee did in-
quire about the sale in a letter to 
the Civil Aeronautics Board, asking 
whether it was counter to govern-
ment procedure for disposing of 
surplus property. The CIA respond-
ed — with a letter marked "classi-
fied.") 

Williams did not get quite as 
good a deal. as he had wanted, or as 
thelA;„hael Planned to :give him, 
even'after the•price was settled on: 
the original plan was fOi-  him to—
buy the company outright and con-
tinuo to operate it as a globe-span-
ning common carrier. 

WHEN THE AIRLINE'S competi-
tors complained —.saying Southern'  
Air 'Transport had grown through 
illegal government subsidies — the 
company surrendered its status as a 
certificated airline. That took It out 
from under the CAB jurisdiction 

. • and allowed the CIA to sell it how-
ever It pleased, without further 
hearings... 	.. 

. •  
• the change of status reduced the 

• value of the firm somewhat, but not 
devastatingly so. It can still fly 

. wherever it Wants, so long as it's 
doing so on a contract basis. When 
asked ,, whether he would resell 
Southern Air - Transport today for 
$4.5 million, Williams replied, 
"No," 	• 	. 

The maneuver allowed the CIA to 
pieset•ve what was left of the rather 
tattered veil of secrecy surrounding 
its network of airlines by disposing 
of the firth quietly. However, by 
late 1973, a number of the air .pro-
prietarles had been publicly identi- • 
fled, Essentially all that was left 
unknown were the details of the fi-
nancial arrangements and of the 
missions assigned to the airlines.. 

AGENCY OFFICIALS decline to 
discuss these details. . 

Public records and interviews 
with persons connected with South-
ern Air Transport, however, do re-
veal how the agency acted in the fi-
nancial affairs of that airline: 

• After purchasing the company 
in 1960, it simply installed a group 
of titular stockholders and directors 

. 	„. 

Who ,portrattid ttienis4lits Publicly 
as the true owners cif the eotiMatty 

'ratter:0nel nominee;.. 	. 

• Ownership-reporting require-
ments of the CAR apparently were 
treated with what competitors com-
plained was :'little more than dis-
dain." One instance cited was the 
way in which Southern Air Trans-
port reacquired — apparently with-
out reporting the transaction -- 20 
per cent of • the. company which it 
swapped in 1966 for the $1.1 mil-
lion in assets of another firm, For-
eign Air . Transport Development,• 
I hose.  assets included s  two air-
planes. . . 

• Beginning in 1960. the CIA 
began financing the expansion-  of 
the airline, by having its principal 
airlineproprietary, Air America, 
sell Southern Air Transport, two 
DC-6's, each worth.. $865.000,. en-
tirely on credit. Subsequently, .Air 
America would lend the airline and 

its holding company, Actus Tech-
nology Ines  more than .$16:7 ,mitt 
hon.-Additionally, the Pacific Corp., 
a CIA-owned holding company; 
would guarantee two loans totaling 
$6.66 million from the Manufactur-
ers 1-111111IVer TI'llS1 CO. (.1 a niv!.-;  hots- 
lien, Southern Air Fr:Imports attor- 
ney, claims that some of the 	got,' 
were merely .renewals of earlier 
notes. They are listed indtvid6ally, 
however, in a summary filed with 
the ('All.) Southern Air Traespret 
also lent Air America nearly $2 
million, 'Recording to CAB, records. 

• What profits It earned, Smith- 
ern Air Transport kept, •. even 
though two of the direetoris say 
they„thotight the MoneY:was."petScils• 
to the envernmentS_"We..inaile-Sett-" 
eral million dollars for Uncle Sam," 
said one, proudly. Williams, howev-
er, says, "There wasn't any divi-
dend paid that 1 know of, as you 
and 1 would think of it if we were 
stockholders." By the time Williams 
agreed to purchase the airline, its 
books showed $2,821,58a.24 in "le-
tained earnings." 

The iction that Southern Air 
Transport was privately owned was 
continued even throughout the ini-
tial stages of the CAB hearings 
into Williams' proposal to acquire 
control of it, the stages which oc-
curred before Southern Air Trans-
port's attorney, Bastian, convinced 
the CAB to order the hearings 
closed to the public and to swear 
all participants to secrecy. 

EXHIBITS SUBMITTED In the 
case include financial statements 
which showed Williams. as owning 
a third of Southern Air Transport 
and the holding company. Williams' 
holdings were valued at $1,442,000. 

Moor, however;  until his death in 
- September, 1972, had been listed in 

CAB documents as owning, in his 
own  behalf, a quarter of the airline 
and the holding 'company. Yet his 
estate, according to- probate court 

' records, amounted to. rough's. 
' $200,000 — with no mention of any 

stock in the airline... • 	. 	'- 
Recently, Williams and the other 

two director-stockholders — Perri-
sal Flack Brundage and IS. Pericles 
McGuire, respectively the director 
of the Bureau of the Budge( and an 
assistant secretary of defense dart 
ing the Eisenhower 
-- have all aektinwledged in nit, 
views that they wile only nineties s 

and did not actually own the air- 	t: ,111.i.111U - 
line. 	, 

BASTIEN, who was formerly an 
attorney and a director of Air 
America and is still the attorney for 
Southern Air Transport, objected e. vim,;;ss:caies.S 
during the CAB hearings, however, 
even to competitors' prelicaring u Li Li-JG  
briefs alleging that Southern Air . 
Transport was CIA owned. 

Bastien, interviewed at the Miami - la 	ft:  ) 
International Airport . offices . of, El Southern Air 'I ransport, said , he --.- . 	;43 sought closed beatifies in the case s 
because of "certain sensitive ittinS 
that were going to be diseussed 
• . ." He did not elaborate. 	

SHAri 

What is not known ab 	South- 
ern 	

•. outh-7 :ri b"  
ern Air Transport is precisely what • um 
it did during the 13 years the CIA • -gel owned it, other than that it did- Liol 
transport both men and materiel in sin  
Southeast Asia and that it did retts I. 
ceive a total of $6.5 million in pay •:1,,,,, 
ments from the "Logistical Support..„ 
Group." 

Among Southern Air Transport's, I • s-• 
rommercial clients wits the Chilean 
government of Pri-odent Salva El 
dor Allende. Before Allende was., 
toppled in a CIA-connected Imp. his El 

L Department. of Agruultm 	LI e lure.1 
Southern Air Transpoio to fly rn 
beef from Nlendiva, Argiml ma. ";\r;.7  tar as I knew, all we ever flew was . 	t 1, 
meal," says Williams. 

(Alters, however, have iititiludert ■ 
a more direct pm amililary role tit. 0 Southern Air Transperi. • 	•. 	- 	 

COLUMNIST Jack . Anderson 
quilted Victor Marchetti, a Former 
CIA officer and co-author Of "The 
CIA and The Cult of Intelligence," 
as Saying, in • 1971 that • "the, side 
purpose tor. the existence of SAT Is, 
that the CIA bes 	Marty 
tingency that some day it will have 
to ferry men and materiel to some 
Latin American country, to wage a. 
clandestine war." And•  The New 
York Times, in 1973; quoted -Mks's 
identified sources as saying the'air-s. 
line appeared to have perforMed'eir-; 
tensive paramilitary functions iri 
both the Congo and the Caribbean,,,.
as well as in Southeast Aria. . 	• •-: 
. Williams declined to discusn the 
paramilitary operations, of. the • airs... 
line, but did disputethe 'Story- about 
Congo and Caribbean activities.;....  
• Those days, it appears now, ale s.  
past in any case.,Southern•no leng-• 
er has its routes,. no longer spans., 
the globe. One of its giant. 1.-1(10 .- 
Herctiles cargo planes is leased 
company in Alaska; the I t110-  1:■ fib 
ing personnel and pipeline equip• 
ment-  to Africa for Texaco; Itit 	ttT 
is leased to a Detroit firm: Withinns. 
says„ Its Pacific division ha .heat  
disbanded. Its only intiiiitettartWt.,.-  
• cilities are located at Miami 
national. Airport, The ••pavoill 
been cut to less thou 100 

The CIA's deeiSlon to get Ha of • 
-Southern Air Tratisraret s..- illt teeign j:. 
Williams said it was he who --WA; 
pealed he take it over and mini- its. ' 

-again as a private firm — comeided 
with the sealing-  down of 1.1,S, ire 1 
soh/emelt( In Southeast Asia; 	, 
111115 through 1072, the trans-Paeitiessi 

-operations had accounted for 
vent of the airline's air miles mitt 
per to 	of its revenues, 	• 

"(The purchase) was coikuntated, i. 
end we're trying very hard desks's, 
it going and to keep Wort: for-
.ple," says. Williams. "Ark(-I. itv 
operate It in as prudent a IasItion'air" 
possibie." 	• 


