
'..- 
F‘ --~' ‘*';i§R~ET . ui._ 

Approved for Release: 2022/10/26 C03145216 

IDD/S 71-1486 

21 APR1971 

MEMORANDUM FOR: Chairman, ExComAir 
Chief, Special Operations Division 

: Air America Procurement of Standard H—500 
Helicopters 

sumscr 

1 . In ExComAir's earlier discussion of the requirement for 
two standard Hughes H-500 helicopters, the procurement price of 
$90-odd thousand each was used. It is believed that everyone realized 
the cost would be something higher than that, but it now develops that 
the cost will be approximately as follows: 

Cost of two helicopters with provision for 
required avionics $357, O00 

Air America supplied black boxes 33, 000 
Contingencies l0, 000 
Transportation by air from Culver City, 

California to the Far East 25, 000 (est .) 

TOTAL - $425, 000 

2 . Since these figures will have to be reflected in the contracting, 
it is suggested that the desire of ExComAir to committ funds in this amount 
for the purpose envisaged be reaffirmed. 

3 . Since Air America is on the threshold of concluding the contract 
to purchase these helicopters, it is also requested that we be advised of 
your decision by the close of business, 22 April 1971 . 

Alan M. Warfield I 
Special Assistant to the 

Deputy Director for Support 

cc: DD/S-HB 

1 
68%? 1 

.Z‘t;?§:1'r5 inn) smaznafic 
, are: ,:rar:mg aid 

U bu .,,l..,Il,1;-,,.‘.,‘?1ft‘.,1i‘i
A 

f0I" Release: 2022/10/26 C03145216 

WX3



|,7;|m Approved for Release: 23922/10/26 C03145216 
;_l3AusM|1TAL s|__43i~ E. WE 
TO: 

- Chairman, ExComAir LRH 
R0 N JSWM om 0. BUILDING 
7DOl Hqs . MFG 

REMARKS: F'1']’e 

Mr. Warfie1d's office notified by LRH - affirmative. 4:/Z2/71 

OGC SUBJECT HBILKA-Indexed 

FROM: 
SA-DD/S 

ROOM N0. BUILDING EXTENSION 2E 45 Hqs. 
| 

6462 
roam no. ‘ 
11:53 55 241 555?-§°§i5%'E“uZ‘€3. “” 

pproved for Release: 2022/10/26 C03145216_



~_--'\ _ n ‘ _v 
gproved for Release: 2022/10/26 C031452a 

'-1~ pn-. h'v'P\\ 
\\; 

\_ 
»v1».? 

p > occ 71-0319 

2 March 1971 

MEMORANDUM FOR: Mr. Robert S. Wattles 

- Bob: 

Attached is the record of action subsequent to the 
ExComAir meeting on the Twin Otter and the Hughes 500s. 
I believe this is adequate documentation for proceeding with 
procurement. I have reconfirmed with SOD, and its position 
is that there is no alternative to the Twin Qtter for the pur- 
pose intended and the Hughes helicopters make the most sense 
for FE Division's operational purposes. Realizing the diffi- 
culties this causes the company, no specific objection was 
raised to these proposals at ExComAir, and I think we should 
proceed. 

Lawrence R. Houston 
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. occ 71’-0185 

DD/S 7 1- 0406 

1 .. ‘V __ 

*: §{F_“-i ?§‘.j'» 

;v’iEiwiURANUU.-11 FOR: Deputy Director for Support 

SUBJECT : Twin Otter-300 for Laos 

l . As you will recall, this matter was discussed at the ExComAir 
meeting on 3. Febrtiary 1971 and i~;.xCornAir has advised the Deputy ifiirector 
for Plans that it accepted the operatiorml requirement for this aircraft. 
Since Air America is unable to meet the 1 March 1971 operationai date 
desired by the Far East Division, the Special O rations Division has now 
firmly concluded that it must transfer Otter- 300 to Laos 
for the operational requirement until such time as Air America can replace 
it . 

2 . Air America has determined that a new Twin Otter- 300 with a 
utility cabin and such other special features as may be required can be 
delivered in July 1971 . Failure to acquire this aircraft would mean that 
the next delivery position would be in September 1971 and that the cost at 
that time will be $45, O00 above the price of the presently available aircraft . 

3. Accordingly, Mr. Doole has been authorized to make a 5,@i'Ijl-, 000 
deposit on the July delivery. This will reserve this aircraft for Air America 
The risk; in not taking this action at this time is that there are two other 
interested buyers: (1) Air Madagascar; and (2) an unnamed oil company. 
The risks in taking this action are negligible since the aircraft would be 
readily salable after taking delivery; or it would almost unquestionably 
be welcomed by Vientiane Station as a routine augmentation to the Air 
America fleet; or it might even be possible to recover the $10, G00 deposit . 

E “=3 1312.21 M. >71 

Alan Warfield 
Special Assistant to the 

Deputy Director for Support 
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E... ,_1 . (g Subject: HB/ILKA 

on/s 71-0351 

1 aim 

MEMORANDUM FOR: Director, Domestic Contact Service 

SUBJECT : Air America. Recruiting 

REFERENCE : Memo to D/DCS im Chief, SFO dtd 20 Jan. 71, 
same subj . (SF-O53-71) 

1 . Referent memorandum was passed to this office by General 
Counsel . 

2 . Air America advises that none of the names mentioned in the 
reference is known to it. Air America does not recruit through employment 
agencies . No invoice has been received from the Stanford International 
Personnel Agency. D. C . Ellis, who reportedly signed a certification of 
delivery, is unknown to Air America . 

3 . The position taken by the Chief, San Francisco Office in 
paragraph 4 of the reference is entirely correct and we would encourage 
maintaining it . 

SIG.T:FF‘;D ;f1a11 :21. vm1~£1@:15, 

Alan M . Warfield 
Special Assistant to the 

Deputy Director for Support 
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2.9 January 1971

f 

MEMORANDUM FOR THE RECORD 
SUBJECT : Air America Recruiting 

REFERENCE: DCS Memorandum SF 053-71, dtd. 20 January 1971 

1. On 29 Januar 1971 1 talked with Mr. 
San Francisco Office to advise him that Air 
America had no information with regard to any of the problems 
included in his memorandum referred to above. I told Mr. 
we felt there were three options opened to him: 

a. He could contact Mr. Button of the Santa Clara District 
Attorney's office and advise him that their headquarters had con- 
tacted Air America and Air America had no knowledge of the 
alleged relationship. 

b. He could suggest to Mr. Button that written inquiries 
could be sent to Mr. George Doole. 

c. Mr. Lawrence Houston, General Counsel was going to 
be on the west coast on 4 February and, if Mr. it 
warranted a face-to-face meeting, Mr. Houston was willing to come 
to San Francisco. 

2. Mr. jfelt the first alternative of replying to Mr. Button s b 3 
inquiry was sufficient at this time and, in the event the address of Mr 
George Doole was requested, Mr. prepared to furnish it b 3 
I indicated that should he so desire any urther assistance, please con- 
tact this office. 

As Vstant General C ouns el 

cc: DCS ' 
~

' 

Mr. George Doole 

GMHIP 1 
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Reappraisal‘ of Air America and Associated Companies As ‘ 

=- 5' 
{Q1 A National Asset 

; j 
- ~_ ;_

- 

l.. Acguisition 

' Civil Air Transport (CAT) was organized shortly after World 

War II as a domestic air carrier on the mainland of China . Its equipment 

consisted of surplus U.S . Government aircraft and machine tools used in the 

area during the War . Its flying personnel were nearly all former U.S . pilots 

and many of them had served with General Claire Chennault‘s Flying Tigers . 

The Kuomingtang Chinese Government provided the "rights to fly." CAT 

was heavily engaged in support of the Chinese National Relief and Rehabili- 

tation Administration (C NRRA) activities and later in the evacuation of Chinese 

loyalists before the oncoming Communist forces .
' 

p 

CAT was acquired by CIA in 1950, largely to deny to the Chinese . 

Communists the aircraft and inventory of parts which had been evacuated 

from the mainland to Taiwan. The Department of State concurred in the 

acquisition,_ but in light of its policy against govermnent competition with 

private U.S. _busin_ess interests, expres_sed_..the vzliewfthat shou_ld_divest _- 
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<2 . ‘Recognition as an Agency Air Support,Asset 

The Korean War, events in French Indochina, and the continuing '_ 

threat to the off-shore islands prevented any serious consideration of 

divestiture for the next five years . CAT had bases, aircraft, cleared 

American pilots, skilled maintenance personnel, and a Chinese Nationalist 

Government well disposed to CAT being used as a special purpose airline 

in support of U.S . interests in the Far East. With such an asset available 

and owned and controlled by the Agency, 'it was used extensively for those 

operations where official U.S . Government involvement could not be openly 

acknowledged . Recognition of CAT as a necessary air support adjunct to 

our intelligence operations in the Far East came closely on the heels of 

its acquisition for denial purposes . 
‘ 

A 
' 

A 

‘

' 

" -'"-3‘; Qperations Coordinating Board Action in l955_ _f 

ij 
‘ In the fall of,l955, the Agency examined its need for CAT in the 

» »

. 

V 

I 
,

. 

Far East. Revenue producing activities were thin, . Agency requirements 

were sketchy, and an annual subsidy of about $1, 850, 000 seemed indicated
A 

,.. ,_ ‘ 

for some years to come . The Director brought this to the attention of the 

Operations Coordinating Board seeking its judgement on whether the assets 

involved were of sufficient value to the national defense and security as to 7; 

'-justify‘ theicontinuedi expenditure of such an amount .'f On 4 November 1955, 

.- -.:»\=1_.<_,-._~" 4|“_1-y:A)4-:"."":““:"I-"‘} _~,~ \-- .n ~ __ 
- ~- ' 

< 
' 
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Elmer B. Staats, Executive Officer, OCB, distributed a Supplement to the 
" 

I‘ Minutes of the OCB Meeting of 2 November 1955 which said in part "The I 

. 1

I 

I 

J‘ Members of the Board agreed that CAT was useful to the national defense 
» 

' ‘and security, particularly in view of its emergency airlift capacity and 
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' that it should be maintained." (See Tab A) 
' 

. 4. {Organizational Changes and Corporate Development 

A series of organizational changes and changes in names were made 
I 

‘I 

I between-1950 and l960 leading to the present structure of: 
- a 

. " 

. 
, 

' The holdingycompany — The Pacific Corporation 

L 
, j The American operating company - Air America, Inc . 

; 
-. 

';j_;_7‘_ The Chinese service company - Air Asia Co , Ltd 

. 

A 

' 

' 

The Chinese certificated air carrier - CATCL 

1.‘: 
Each of "these companies was structured to provide a capability for flexible 

gi foperations in support of clandestine operations should the need arise As it 

7." "A/itiimed out, the greatest need developed in Southeast Asia for contract flying 

,_i by Air America. V 

In FY’-58, management was able to turn the business around to the
v

0 

_ 

" ' 

'3 ‘extent that no subsidy was required and no subsidy has been paid since then 

' 

I 
- As of 31 December 1969, the Agency's equityinithe project amounted to 

-Q ;,'__$37 n;_1uion}"f"a£ $1‘-'3 . lffniillion9isApaid4fin:capital" and the balance of _ 

;'!..'.1?; lf::"I1;:..». .1,»:»-‘- <-'-'=E~l:t;:1~;;-.17F” 
_. . .< »-. - \..—_,. ~ ' -:_._ _.. ~._.~. .,‘._.:;M .,‘“_ . _, __.- _.'_;.. . :,__i.,'.-tr. .- ~- 

. .. <..'...-1.-.~;-.~_--1.--1-. -~ .i._._-,. < :..; 4-_ _,,._‘,______ .,_. ., <_ -" _,t ~-qr, _-,. -Q. __.,_.. ‘.- 

‘ »- '..l ,1 4 '. ~ -_‘.";‘-.*._3»,_-.-\ ~.4s._1»_ - 1-‘-r_»¢'.;4-~. - ‘,__ 
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'- the years and derive from a variety of commercial operations . U.S . Govern- ‘ 

_ 
‘V 

. 

-1'-3 

.. 

‘ 

'_ through an Executive Committee of the Board of Directors, covertly augmented , 

by senior CIA representatives, an audit by a well known public auditor, and 

' monthly profit andloss and balance sheets submitted to the Agency. In the 

' 
'" 

" / 

7
. 

$14.6 million is retained earnings . - These earnings have accumulated over ’ 

I 

_ 
ment control over the use and disposition of corporate assets is maintained

i

\ 

| 1 
“ "

. 

|
I 

V company fiscal year ending 31 _March 1969, Flying Services for CIA accounted 

I I 

‘ 

. 

' 
' for $21 .4 million of revenue; Flying and Other Services for Other U.S . 

amounted to $7 .8 million. Over the past ten years, CIA ranks third in 

“ volmne as a U.S . Government customer. The company's pricing on these 

4 Govermnentcontracts has been competitive with other commercial companies
' 

so there has been no element of subsidy in the contracts with CIA or other v
. 

1 
’ "- 

V’! ‘ 
._. 

,jZl?5Y_"nor1nal profit in accordance with normal commercial practice required to
~

‘

< .| .. 

" 
', contracts are negotiated on the basis of allowable auditedcosts . l 
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Government Agencies_totaled $26.7 million; and maintenance for the USAF - 

, 
$2;-;:j:,agencies, although the company has made a normal or somewhat less than‘ 

“-V 
2‘ 

maintain the corporate cover . All U.S . Government contracting with Air 4 - 

America and Air_ Asia is audited by the Defense Gontract Audit Agency and; 

Retained earnings have been used to add to and modernize the fleet ;__ :_ 
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available today. The maintenance facilities at Tainan have been improved ;
‘ 

and modernized throughout the years . It is recognized as one of the best} ~q 
"~ >‘ 

‘
I 

-_.| Y 

. _ , 

.' "= 
- 

3. equipped and mostcompetent aircraft maintenance facilities in the Far Y- 

J . 

|- East. The USAF has been and is a major customer and utilizes Air Asia 
4 

' ' 

- 

I 

,

r 

.. 

' ‘for repair and maintenance of several types of jet fighters -. Personnel 

- 

I 

reached a peak of ll, 104 in 1967. Since then, personnel have been reduced 

_‘ ,to just over 9, 000. Tab C shows the personnel strength year by year since

1

>

v

v 

1 . 1 

v 
\ 

I
I 

I 

_ 

1960 which, in turn, shows the growth of the project in response to require- 
1 

'
' ‘|- 

, 

-. . 

'4 I‘ 

4 mentsof the U.S. Govermnent. 
T '1 ‘ ' 

A 

’

l 

_’ 5. Qperational Use and Requirements _ 

-- 

Aside from its basic aviation capability, the prime service of the
4 

', 

_ 

project to the U.S . Government is its quick and effective response to
j 

.,-»;.§;‘.,.,.V,»§‘¢>-__ , . . 

I 

s 

E 

I 

?

n

I

I

| 

1 

‘_emergency_,requirements with maximtun security, As examples: 2 

I 1 

:,- 
. 

1- Lia 
. ~ When the Korean War started, the company offered ,

1 

< . 1 

' \ 

‘ 

?T{f1f»§_fii:§its services to the U.S . Air Force, which at first saw no require- _ 

. C 

4\ K-‘=‘ 4 
- 

' 

- , , 

._- 
‘As the fighting increased, the Air Force reversed itself

‘ 

‘ 

K 
made an urgent request to the company, which thereupon built . 

i 

‘ »- 
. . 

o v-. 

I 

____ its flying hours from 400_ to 4, ‘per month in two months ..=_}
"

I 

' ‘It also.'expa_nded_“ its “maintenance ,fa_cilityrapidly for AirFor_ce 1 
1’ 

_._ '_ 
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for air 

government in Guatemala by supplying trained crews and technicians . 

r 

d ' 

c . In 1954 it responded on an urgent basis to a requirement 

support for U.S . Government covert assistance to the Armas 

e. Again, in 1954, twelve crews, comprising 24 pilots, were 
“ supplied on unusually short notice for air supply operations for the 

-H: French in Dien Bien Phu. In this operation, the planes were making 

low-level drops directly over the French encampment, which was 

.,~ .._- _>, 
V >1 

4
1 

‘ 

.. 

x 
I ~- 

’ 
H 

ringed by North Vietnamese antiaircraft guns . Only one plane was 

- '_ shot down and its crew was lost. - 

. , J -Y 

" ' ~ 
. , I 

”
1 

.- ‘.> 1*» M .. 

1. "___ _ _‘ J‘ 
‘ ' for Release: 2022/10/26 CO3145216 

(b)(1 
(b)(3) 

b)(1 
b)(3



Approved for Release: 2022/10/26 C03145216 

._C>L'.ui\l'll 
. 

‘
. 

.. ./4 s" ' '~ ' ' 

V 7‘
' v.,t 

_ 
. . 

.7-
_ 

f. When the Agency was directed to undertake support 

of elements in Indonesia opposed to Sukarno ‘s collaboration 

- with the Communists, the company rapidly built up and supplied 

an effective, if small, combat air force . One plane was shot 
Y , 

down and its pilot imprisoned by the Indonesians for several 

years ." 

g-
\ 

h . On the initiation of U.S . military intervention in 

South Vietnam, CINCPAC sent the company an urgent require- 

. 

~ ment for airlift, and a number of were dispatched to Saigon 

-I immediately . Airlift in that area built up rapidly thereafter, with 

v. Air America playing a large role . - 

'

\ 

M5 --. ... ' 

_ 
‘ 

‘ 
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- j. As Agency support for resistance to the North Vietnamese i 

in Laos grew, it had an urge 

light planes . For the heavy, 

nt need for airlift, both for heavy and 

military C~l23s were bailed to the 

company and they have been flying large quantities of supplies and ’ 

military equipment from Thailand into Laos . For the light, there 

is a mixture of such planes as Helio Couriers, Porters, Caribous, 

and Bell and Sikorsky helicopters to fly supplies and personnel into 

the primitive airstrips upcountry in Laos . Statistics for 1969 

showed the magnitude of the Laos operation. 230 pilots in Vientiane 

and Udorn flew 46 fixed—wing and 37 rotary-wing aircraft, making 

109, 000 fixed-wing landings and 157, 000 helicopter landings . 

739,000 passengers and 130, 000 tons of cargo were transported . 

From l January 1970 to 30 Jtme 1970, Air America lost nine crew 

‘members and nine passengers . There were 67 incidents of aircraft 
I‘ 

being hit by hostile fire, four of which resulted in loss of life 

or serious personal injury. Five aircraft were totally destroyed . 

Other accidents are inevitable in operations into Lmpaved clearings 

in the forest or on mountain tops without any of the navigational aids .
' 

The use of Air America in this operation arose out of the Geneva 

Convention, which prohibited military equipment from flying into _ 

) - - _ 

Laos ._ Atifirst the Department of State:-~_was’~c>oncernedg,that_ g 
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‘America was too badly exposed in its relationship to the Agency to
' 

'».4»A¢'l»' 
,- be used for this purpose, but after a careful study of the corporate

‘ 

. set up and the backstopping, it came to the conclusion that the 

documentation and the backstopping would stand up tmder inquiry 

, and approved the use of the company. V 

" Other important contributions by Air America to U. S . Government 

objectives include: 

' 

I 

' 

\ 

a. The training of Chinese, Okinawans, Filipinos, 

" 

I Vietnamese, Thais, Laotians, and others in the shop skills _ 

required for automotive and aircraft maintenance . 

. 1 
, 

. Q
’ 

‘ b. Teaching and training the Thai police in helicopter , 

. 
1 

V

' 

1' 
I 

operations and maintenance. , 

h 

c . Undertaking many housekeeping tasks for the U .>S .v 
.- 

/71-,’j~missions in Southeast Asian countries, e .g ., Tactical Air I
Q 

., 

'

n 

Navigation (TACAN) maintenance and operation; staffing and 

i?i;~m5_;.ipoperation of fire fighting brigades; petroleum, oil, and lubricants v 

(POL) servicing; weather watch service; automotive maintenance _ 

-_‘I;‘,. ;}v'§and’repair;' engineering services‘; and a community school at A 

.'7"7;Udorn'. 
' 

‘
~ 

Q .~ ’-'§‘-‘~1'f»?i:? 
' 

i _’: _;_ 
e 

_~ . 

* Ff] -?_"**.'1“'";7" _ 
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~ .6. Air America's Public I.mag_e_ 

. "the CIA, Air America 1S owned by a private aviation i_nvestm_ent . 

.. . 

(b)(1 

E ' In summary, the project provides the technical competence, cleared 

ll 
1 

personnel, and the equipment and facilities to implement those programs and 

4 plans involving air support that the U.S . Government wishes to undertake 
on 

~ a commercial contract basis, which is, however‘, completely subject to 
’

_ 

' Government control.
' 

As a result of the extensive Air America operations in Southeast
- 

Asia, there is a great deal of speculation in the press on the 
relationship 

~ 

' 

.' of the company to CIA. That the corporate cover has been maintained is
V 

, 
probably best attested by the followmg excerpt from NEWSWEEK of A 

6 Apr1l=,l970_:,_ . .. 
4 

~

. 

» 

“ " 
V 

_ 

"Although m practical terms it 1S an operating arm of .

g 

' 

, 
concern called Pacific Corporationflf

_ 

Summary ~ 

g 

_ 

‘ 

_ 

'~ - 

.~ _ 

_~
y 

Air America's extensive operations in Southeast Asia as an air 
support 

u 0 - 
.

_ 

J, 
_ 

‘contractor to various United States Government agencies provide services 
‘ '

p 

-A §;_whic_h arenotiavailable fromL*any'oth“er 
sou_rces_’f-i’Thes'e_'activities have been" -»_ 

— '
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. growing in importance in recent years and are currently considered indispensable ._ 

1 
There is no reason to forecast a change in this situation, but it is conceivable .

1 

that one could result from a dramatic adjustment in Southeast .
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I ;~'l\_Iovember 4, 1955'
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' MEMORANDUM FOR THE RECORD , 

SUBJECT: Supplement to the Minutes of the OCB Meeting of November 2, 1955 

' 

V 

At the luncheon meeting of the OCB on November 2, there was 
discussion of the scope and nature and the cost of the operations of 

CAT 
in the Far East and of its potentialities . The members of the Board 
agreed that CAT was useful to the national defense and security, particularly 
in view of its emergency air lift capacity, and that it should be maintained .

' 

With reference to the recommendation made by the Board on May 5, l954, , 

‘ that arrangements should be made to permit the segregated intensive use
. 

of 12 CAT C-46 planes in Southeast Asia, the Board agreed that this specific. Q 

recommendation had lapsed and was no longer in effect . This agreement 
_ 

-

p 

‘ was based upon the understanding that CAT was now and would remain able, 
- 

V 

.
- 

on short notice, _to make available substantial air lift capacity in So_utheast_,_
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Field Executive Oéfice p 

Box 20010, APO San Francisco CA 96239 
c/o 82Hth Hq{ Sq. 

Ref.No. PC-71-O10 7 January 1971 

Contracting Officer 
United States Agency for International Development 
Washington, D. C. 

Subject: Contract AID-H39-713 for FY71 

Reference: PC-70-258 dated 2 November 1970 

Dear Sir: 
Our referenced FC—70-258 relating to airstrip maintenance resulted 
from the inability to reach agreement on this subject during the 
negotiation of the FY71 contract. Since our recent discussions _ 

have led to understandings between the parties as to the responsi- 
bility for airstrip maintenance, the Contractor hereby withdraws_ 
its referenced PC-70-258 dated 2 November 1970. The Contractor is 
hopeful that the recent understandings on airstrip maintenance will 
be implemented in the very near future. 

' Sincerely, 
AIR AMERICA, INC.

‘ 

Q, Var M. Green Vice President 

cc: Mr. Walter Gross 
U.S. Government Representative 
Taipei, Taiwan Q
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