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By Seymour M. Hersh

% ive years ago, two former -

States Central Intelligence .
Agency — Edwin P. Wilson-!
and Frank E. Terpil —made :
a business deal with Col.
Muammar el-Qaddafi, the‘
smsmssnms ruler of Libya. In essence, |
the former C.I.A. men, who had be-
come partners in- an export-import
business, agreed to sell Colonel Qaddafi
their accumulated years of American .
intelligence-agency contacts, experi-
ence and expertise. Theirs was a prod-
uct that could not be purchased on the
open market. The colonel, who boasts.
of supporting terrorism in the Middle
East, Europe and Africa and who has
been attempting to set up his own new
federation of Arab and Mosiem states,
was willing — and able; because of his
vast oil wealth —to pay dearly.

As a result, the two Americans, ac-
cording to Federal investigators, have
made millions of dollars aiding Qaddafi
in his drive to export terrorism and
build his own. Middle Eastern power..
Under cover of their export-import’
business, Wilson and Terpil are said to |
have helped Libya set up a manufactur- '
ing plant for the production of assassi-
nation weapons; to have themselves
helped Qaddafi plan political assassi-:
nations; to have recruited dozens of for-
mer Green Berets to teach Libyan sol-
diers and Arab terrorists how to handle
volatile explosives — how, for example,
to turn ashtrays into weapons of terror;
to have illegally shipped arms explo-
sives to Libya with the aid of forged and
fraudulent State Department export

Seymour M. Hersh, a former New York
Times reporter, is now at work on a
book about Henry Kissinger to be pub-
lished by Summit Books.

operatives of the United”

certificatesand to have invoived other

‘former C.I.A. employees in their
projects.

* Informationr about the Qaddafi con-
nection has been known by the Govern-
ment since the fail of 1976. It was then
that-Kevin P. Mulcahy, at the time a.
partner of Wilson and Terpil, ap-
‘proached the C.I.A. and the Federal
Bureau. of  Investigation with grave
doubts about the legality and ethics of

-his: company’s business dealings with-

- Libya. Mu!eahy. a former C.I.LA. em-
v ‘ployee who had spent six months inside.

- "the - Wilson-Terpil . operation, would

spend hundreds of hours, over the next

few years, providing the Government
with firsthand knowledge.

-Kevin Mulcahy has now decided to
tell his story publicly for the first time.
He’s tired of waiting for this segment of
his life to end. He wants to be listed
again inthe telephone directory, to hold
a driver’s license in his own name, to
vote, to own property; to stop living as
if he — and not Wilson and Terpil -~ had
been indicted for wrongdoing. He feels
he is forced now, in effect, to give his
testimony in the pages of The New York.
Times. The essentials of his account .
have. been verified where possible
through secret documents and in inter-
views with key members of the State
Departmem. the Justice Department,
the F.B.1., the United States Attorney’s
office in Washington, as well as with
Stansfield Turner, the former head of
Central Intelligence, and other high
C.LA. officials.

- v
The Wilson-Terpil case is a story of
Americans who meet secretly in bars and

" board rooms to arrange the illegal sale of

electronic-spying equipment and terrorist
weapons, and of Americans who train as-
sassins abroad. It is a story of an old-boy
network of former C.1.A. operatives and

military men, and a story of present and

14 June 1981 )

past C.I.A. leaders who seem unable to
face fully the implications of the case. It
tells of a basic inability of the Govern-
ment’s investigative and law-enforce-
ment agencies, disrupted by internal jeal-
ousies and feuding, to perform effective.
ly. It suggests that a moral climate exists
inside and on the edges of the intelligence
community which results in the subver-
sion of national goals to personal gain.

Ed Wilson was  running what
amounted to an updated version of the
military-industrial complex in which

-former-C.I.A: and military employees

have put.their Government experience, -
contacts and knowledge to use for large
personal monetary gain, regardless of
the damage they will do to their own

‘country. Such men have worked in

league with a number of American
manufacturers who have specialized in
working for the C.I.A. and other intelli-
gence agencies in supplying military
goods and highly classified technical
equipment. Questions that should nor-
mally be asked — Are the sales offi-
cially authorized? Are they legal? Do

‘they jeopardize national security? -

are not. Senior Government officials, in
recent interviews, acknowledge that
American expertise is being trans-
ferred abroad in unprecedented fash-
ion. The phenomenon, known in the bu-
reaucracy as ‘“‘technology transfer,” is
one apparent resuit of the declining mo-
rale inside the intelligence community
and the increasing profits available.
These officials say that nations such as
Chile, South Korea, Brazil, Argentina,
Taiwan, South Africa, Iraq and Paki-
stan have been able to purchase the
very latest American equipment and
technology in communications, mili-
tary arms, computer science and nu-
clear development — with or without
authorization from the United States
Government.’

. The matter was intensively re-
viewed, at high levels, inside the Carter
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Administration, with little progress. As -

yet, the Reagan Administration has not
addressed the issue. In early May, the
Administration did order the Libyan
Government to shut down its offices in
Washington, as part of the campaign
against international terrorism. But it

has not faced the broader problem —
the export of American weaponry and

expertise to terrorists. .

Before the Federal prosecutors
brought their indictments in April 1980
in the Wilson-Terpil case, the file was
presented to Philip B. Heymann, then

Assistant Attorney General for the.

Criminal Division. Heymann, who is re-

turning this summer to teach at Har-

vard Law. School, recalls: ‘I was
shocked by what I saw in the Wilson
matter. The notion that there is no con-
trol over an American intelligence offi-
cial taking his know-how and selling it

to the highest bidder seems to be in-

sane. If terrorism is to be taken as a;
major national problem,”” Heymann
says, ‘‘we’ll have to start at home and
draft statutes that would bar the sale of
fancy American equipment and fancy
American expertise for terrorist pur-
poses. It won't be an easy matter, be-
cause it’s hard to put.a lid on the dis-
semination of information. But this

question “is exactly- what. Congress

ought to be holding headngs oq."‘

Federal authoritles, in accepting
Kevin Muicahy’s story as accurate, ac-
knowledge that its implications are

deeply disturbing: Qaddafi obviously

has utilized the materials and expertise

of Wilson and Terpil in his support of
such terrorist groups as the Palestine :
Liberation Organization, the Red Bri--

gades of Italy, the Red Army of Japan,

the Baader-Meinhof gang in Germany '

and the Irish Republican Army. He is
suspected of having ordered the mur-
der of at least 10 political enemies in
Europe and the Middle East; two
months ago, the F.B.l. arrested Eu-
gene A. Tafoya of New Mexico, a for-
mer Green Beret, and accused him of
an attempted assassination of a Libyan
student at Colorado State University.

The Libyan is one of a growing number -

outside the country who oppose Qadda-
fi’'s rule. When arrested, Tafoya, who
traveled to Libya three times last year,
had Ed Wilson’s business card in his
possession with telephone and telex list-
ings in Tripoli, London and Washington
for one of Wilson’s Swiss-based compa-
nies. Tafoya’s links to Wilson are still
being investigated.
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Colonel Qaddafi is relentlessly anti-
. Israel, supports the most extreme fac-
tions in Syria and opposes the moderat-
ing influences of Jordan’s King Hussein
and Egypt’s Anwar el-Sadat as part of
his campaign of political expansion in
North Africa. Qaddafi"s ambitions
were strengthened early this year when
he successtully invaded Chad, seizing
an area believed to be:rich in uranium
ore. The war also meant more profit for
Wilson, who has established his own
trading company-in Tripoli, known as
Meprico, to supply Qaddafi’s army.
Libya, relying on its estimated 325 bil..
lion in annual oil revenues, is a major
purchaser of Soviet arms, and more
than 5,000 Warsaw Pact military advis-
ers are believed to be on. duty with
Qaddafi’s 60,000-man army. o

A former highspeed-communica-
tions and computer-tecimology expert
in the C.I.A., Kevin Mulcahy was no in-
nocent when he came forward about the
way the export-import business had
worked. He had gone into business with
Wilson and Terpil at a high guaranteed
income. Within three months, Mulcahy
realized that-his partners were rou-
tinely selling restricted military and
communications gear. He himseilf of-
fered to sell such sophisticated equip-
ment as- second-generation computer
systems and coded communications
machinery. Mulcahy did not hesitate in
his talks with the authorities to ac-
knowledge his own role in questionable
activities, which included the sale of
embargoed ammunition to South Af-
rica. In all of these dealings, he says, he
believed or wanted to believe that Wil-
‘son and Terpil were somehow part of a
‘covertC.1.A.operation. .. :
- . Today, Mulcahy is an angry and frus-
trated man. He believes his life is in
danger, a belief shared by Federal offi-

cials, and he is deeply disturbed by .

what he regards as a monumental lack
of resolve, competence and communi-
cation within the Federal Government

in handling the case. It took nearly four

~ years to indict Wilson and Terpil in

Washington, on charges that include
illegal export of explosives, failing to
register as a foreign agent, and con-
spiracy and solicitation to commit mur-

der. Despite fugitive warrants, the -
. Govemma:thasbeenmabletoappre-

hend them at a time when their travels’
in and about Europe, the Middle East,
Africa and the United States have been
observed by many people. Last winter,

!

more than six months after his indict-
ment, Wilson was seen by a business
friend in Blackie’s House of Beef, a
Washington restaurant, with a group of
his former employees; it is not known
how he entered the country. Mulcahy,
meanwhile, has been forced to lead a
life of turtiveness. ““I've had five years
of indecision, contradiction and waiting
for the day that this chapter of my life
ends,” he says. “The Government
keeps telling me, ‘We’re on top of it:
we're on top of it.”” Yet Wilson and
Terpil remain at large, and many of
their operations, which clearly seem to
be working against the interests of
their own country and, indeed, world
peace, are believed to be continuing at
this moment.

Kevin Mulcahy, now 38, grew up vin-
tage Americana in suburban Washing-
ton: altar boy, Eagle Scout, varsity
basketball, class vice president. He
was a son of Donald V. Mulcahy, a 28-
year-career senior official of the C.1.A.,
four of whose six children were also
employed by the agency. Kevin, the
oldest child, began working full-time
for the C.I.A. in 1963, after serving as
an airborne radio operator in the Navy.
He became a communications and
computer expert and worked on highly
classified programs that he will not
talk about today. In.1968, he resigned
from the agency to take a position in the
electronics industry. There followed a
succession of increasingly responsible
jobs in the computer industry, a serious
drinking problem that drove him into
Alcoholics Anonymous, and a painful
divorce.

By the fall of 1974, Mulcahy had come
to grips with his alcoholism and, having
left the computer industry, began
working in Virginia as a counselor in a
drug- and alcohol-treatment center. By
1975, he was trying to set up a s~:ies of
halfway houses and was sc-ambling for
Federal grants. Mulcahy rented a
house by chance from a Barbara Wil-
son— Edwin P. Wilson’s wife. Mulcahy
became friendly with her and eventu-
ally was invited to dinner at the Wil.
sons’ newly purchased, luxurious 1,500-
acre farm in Upperville, Va. Ed Wilson,
now 52, was well known inside the
C.ILA. as a skilled and trustworthy
operative. Wilson, who began his ex-
port-import business in the early 1970's
while working as a consultant for a top-
secret Navy intelligence unit, had
played a role in the Bay of Pigs and
other undercover operations in his long
C.LA. career as a contract agent. Mul-
cahy was impressed.

0§
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Over dinner, Wilson made it clear
that he knew pretty much all there was
to know about Kevin Mulcahy, about.
his former employment with the C.I.A.
and his current work with teen-agers. A
few months later, Wilson made an offer
Mulcahy would not refuse: If Mulcahy
would join his arms-sales business in
Washington and remain for one year,
he could then have as a bonus a nine-
bedroom farmhouse Wilson also owned.
and use it as a halfway house for trou-
bled youths. Mulcahy’'s guaranteed
$50,000 annual income would be supple-
mented by commissions and expenses.
“I had no suspicions at all about the
job,”” Mulcahy recalls, and he began
working hard. “I was putting in 18
hours a day at first, dealing with 10,000

.suppliers and inquiries about canned
| tood, parachutes — any kind of equip--
ment, from machine guns to aircraft:
There- was no reason for suspicion in
those weeks.”” Most of the business was
aboveboard and invoived the sale of
highly technical equipment. Mulcahy,
was responsible for arranging export li-
censes, international letters of credit
and shipping, and also for determining
which manufacturers’ - equipment:
would meet the specifications of the-

Mulcahy obviously passed muster. In.
the early spring of 1976, Wilson walked
him to another office a few blocks
away, in downtown Washington, and in- -
troduced him to Frank Terpil, now 41..
Terpil had served about seven years as-
a communications technician for the
C.1.A. but was forced to resign in 1971

_after a series of embarrassing private
escapades, including an attempt to
smuggle contraband liquor into India.
Unlike Wilson, who mingled easily and
effortlessly with senior C.1.A. officials,

- corporate -executives -and .important

members of Congress, the Brooklyn-
born Terpil was a streew vperator who
had been arrested twice for illegal traf-
ficking in arms. Mulcahy knew nothing
about Terpil except that he had worked
overseas for the C.LA. L
The three men agreed to set up a new.
company, to be known as Inter-Tech-

nology Inc., for the specific purpose of -

selling high-speed communications
gear and computers to foreign coun-

tries. The equipment was legally pur-- '
chased from American companies. .
Each man was to be a one-third partner '

of Inter-Techmology, which, it turns"

out, was one of scores of Wilson-Terpil .
companies scattered in corporate :

records throughout the United States
and Europe. . :

If Muicahy had any doubts about his

new job, he suppressed them by believ-
ing — or wanting to believe — that Ed

‘Wilson was still linked to the C.1.A. “Ed

would parade his contacts in the C.1.A.

Decla:s
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with the people he was doing business.;
with to impress them that he was still:
C.LA.,” Mulcahy says. *‘He would sug~:
gest he was still under deep cover.”;
Often on Friday nights, Wilson made it
a point to go drinking at bars in subur-;
ban' Virginia known to be- after-hours:
hangouts for C.I.A. officials-on duty at:
-the-agency’s headquarters in McLean.!
Mulcahy, the new partner; began going:
along. “I thought he was agency,” Mul-:
cahy says of Wilson. *“I had no.question:
.~ A few days after the new partnership;
was formed, Mulcahy discovered sales:
orders showing that Wilson and Terpil:

.guns and silencers to an arms dealer in:
Zambia. He was bothered by the-sale of
the silencers for he knew they had only:
_ one purpose — killing without drawing
-attention to the killer: He telephoned
the F.B.I. and later showed copies of.
-the sales orders to agents in the Burean
of Alcohol, Tobacco and: Firearms
(B.A.T.F.), one of whose functions it is:
‘to monitor illegal arms deals and re-
port on impending, sales. He also asked.
about his new partners. The authorities:
said that the sale to Zambia was legali
and. that they had no derogatory infor-
. mation about Wilson and Terpil in their
files. *'I said to myself, ‘Christ, this has
‘got to be an-agency operation,” " Mul-
cahy recalls. “These guys. are buying.’

and selling silencers, and the- F.B.I. +

and B.A.T.F. give them the 0.K. SoFm-
feeling pretty good: I'd gone to the Fed- :
eral authorities,. shown them docu--.
ments and they said Wilson and Terpil;
i . ,»-.,~:»‘-‘\5 D T
Wilson’s contacts seemed inexhaust-:
ible. Ed Wilson was friendly, as Mul-;
cahy and Federal investigators were .
later to learn, with many senior legisia-,
tors, ‘including Senators Strom: Thur-:
mond of South Carolina and the late’
John L. McClellan of Arkansas and:
Representative Silvio O. Conte of Mas-'
sachusetts. He could telephone a con-;
tact in.the Internal Revenue Service
and within 15 minutes have intimate~
financial details an a potential custom--

- were-in the process of selling machine;

er. He was able, with a telephone call to | -

Washington’s police-headquarters, to-,
obtain registration information on a.-
local automobile license plate. But

sometime in late May of 1976, Wilson:

went a step further: He telephoned’
Theodore G. Shackley, a prominent :
C.LA. official who was than serving as

the assistant to the deputy director for

clandestine operations — one of- the
most powerful posts in the agency.
Shackley was renowned for his tough-
ness and efficiency as a station chief in
Laos and in South Vietnam during the
height of the Vietndm War, when the

C.LA. was deeply involved in its still
controversial Phoenix assassination-
program." He: later served in Chile, .
when the C.1.A. was assigned the task-
of interfering with the Government of
Salvador AllendeGossens, = -~ | .}
. Wilsoxarranged a meeting at Shack~:
ley’s home. a: few: nights later after
work, bringing along Mulcahy and an:
American, Harry Rastatter, one of Ter-.
pil’s business associates who had just
-returned from a business trip to Egypt,-
-Turkey: and- Iran.. Rastatter had ob-
‘tained some- information. from. Savak,
the Iranian. internal- police; and was:
willing' to- pass it along to the C.I.A.°
.Shackley was introduced by Wilson toi
-‘Mulcahy».ang recalled knowing his fa-.
.ther,. who- earned: the National Intelli-
gence Medal, . the agency’s highest re--
sward, before retirement. There was-
talkc about. military- and intelligence
.needs in-Iran, Turkey and Libya. Wil-
son told Shackley that he and Terpil
‘were planning to travel to Tripoli and
.meet with Qaddafi. “By now I'm con-
‘vhcedthatthewbolethh:gisanagency
front,” Mulcahy recalls. “I thought Ed
.was in bed with the C.L.A.” Some Fed-
.erak officials say they are still investi-
gating Shackley’s personal and finan-.
-cial involvement with Wilson. Shackley
‘has acknowledged to Federal authori-
ties'that the meeting described by Mul-
-cahy as. well as other meetings with
»Wilson did take place, but Shackley in-
‘sisted that at no time did Wilson receive
any authority or sanctior from the
;C.LA. for his work in Libya. He said his

-contacts with Wilson were solely for the - .

:purpose- of obtaining any stray bits of:
.intelligence Wilson might have picked
ripzwnson and Shackley had worked to-. -
gether in 1960 on the Bay of Pigs opera-
:,tlon. Shackley, in an interview, con-
firmed Mulcahy’s account of the meet-.
ing and said that he, like Mulcahy, was:
unaware then of Wiison’s plans for sup-’
porting” Qaddafi’s: terrorist program.’
Shackley said his purpose in talking to.

. ‘Wilson and Rastatter was to collect in-’

formation from non-C.I.A. sources. *I
talked to them solely not to be a captive
of the system;’” he said. “Wilson was a
.8uy who knew about a lot of things. He °
‘was a good contact.” ' S
© After the Shackley meeting, Mulcahy-
:was brought into the Libyan operation.
:Muammar el-Qaddafi hadplaced a pur-
chase order with Wilson and Terpil for

- hundreds of thousands of timers capa-;

‘ble of detonating explesives at some
specifically delayed time. Wilson and
Terpil did not tell Mulcahy, however,
the real purpose of the devices; instead
he was led to believe that Qaddafi
needed them to clear mines from har-
| bors and battlefields by safely blowing:
t them up. The mines, so Mulcahy was

' 2 a0k
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"toid, had beerr left from the 1973 Arab-
Israell war. The timers were to be:
demonstrated to Qaddafi’s senior mili--
tary and intelligence aides that June in;
Libya, and Wilson and Terpil had to;
tind an immediate manufactuer. They"
decided to exploit a long-time C.I.A..
contractor, the American. Electronic
Laboratories of Coimar, Pa., and Falls*
Church, Va., which had routinely been:
providing the agency with some of its:
most highly classified electronics and.

communications geay. - ' :
starting place. In May 1978, Wilson had

visited the compeny’s plant in Falls
Church irran effort to persuade its offi
Cers to-retain: his firm to represent its-
products around- the- world. Wilsonx:
brought Mulcahy: and Terpil to- the
meeting, as well asanactive C.I.A. em-
ployee, Patry E.-Loomis, an agent as.
signed to the Far East who was operat-:

ing under cover for an aircrafe: -

headquarters and its overseas stations; .
he was responsible for establishing per-
scnal relationships with senior military
and Government officials in. the Far
East. Loomis. added credibility to Wil
san’s pitch. *“Terpil- was theve to im-
press them with his contacts in the Midd.
dle East,” Mulcahy recslls. “Wilsor,
was there for Europe and Loomis for'
the Far East. I was there because it'
was told to them that I was ex-C.LA. '
and would remain on-site and accessi-
ble while the others traveled.’” - co
Loomis, who had been illegally moon- !
lighting for Wilson for some time, was !
one of dozens of former Government
employees who had been recruited by
Wilson and Terpil. Government investi- i
gators have-learned that. Wilson’s tech-
nique; as. utilized.in his approach to. :
American Electronic, was. to seek out
. intelligence and military officials with ]
close relationships. with both vital sup~:
pliers and foreign governments. These
men would be retained to sell goods.]
ranging irom canned foods to weapons, .
to those foreign countries. Income for !

his salesmen, as well as for Wilson, was

extremely high, in part because the;
sales were often contingent on under- .
the-table kickbacks to Wilson’s com- '
pany and to foreign officials.

No agreement was reached between
Wilson and senior officials of American
Electronic at their meeting, but Wilson
and his associates were able to leave
the impression that their work was not ‘
only highly prpfitable but also had been
officially sanctioned by the Govern.
ment. In June, when the 10 prototype
timers were needed, another series of :
meetings was set up in a Virginia bar °
involving three of Wilson’s employees, ;

Declassified
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‘along with William Weisenburger; then-'
an-active-duty C.I.A. official, and-two L

‘employees of American Electronic, ones .

‘of’ whomr .was. another C.I.A. offfcial,
them working _under . cover: Weisen-:

"burger and the American Electronic’
men agreed to work privately over the:
weekend to produce 10 prototype timing:
devices at the inflated. cost of $1,500
each (10 times the actual cost). Federal’
authorities later concluded that these:
men knew that there had been no:offi-;
cial. C.L.A.. authorization.for: the job,:
and that senior officials of Americans
.Electronic had not known of themoon-g
lighting. It was a project that in the:
months ahead struck Mulcahy aswildly=
ironic: He-knew that many of the com-;
pany’s. senior officials. were?e‘“».rewishg
and, he now says, *“You can’ bet they 3
‘mmjtdomythmg f?rub ’I'—]'.J.,.:\(—“..

* Mulcahy was beginning to get a taste
of.life asan. international :salesman,;

and it was good. in June, he: Tlew: to:;
England to-set up an exhibition at a se- ]
curity. show at Brighton. -The: rooms |
were first class. So was the food; and *
there seemed to be a constant series of
parties; and party girls. One.of Mulca<}

hy's first: customers at_ the security"}

show was a Syrian company; Abdallah:

Engineering, which was. interested:irs?
_-purchasing - high-speed- : communica- §

tions equipment — gear so- sensitive,}
Mulcahy: thought, that the StateDe~}'
partment would never: permit: its'cex‘-;igi.
port. “Frank told me; ‘Don’t. WOrTY:;
.about it. We don’t need licenses. Just.,
get the order,’ ** Mulcahy recalls_ By’
‘now it was obvious that Wilsomand Tex-
.pilhad awide latitude for the agenicy.”” 3%
-_ Theequipment included encoding de~;
'vices: and radio monitors capable-.of.
with representatives of. the Irish-Rew

publican Army, who wanted American-. -

made M-16 rifles.. Mulcahy learned that:
such weapons could be found in plenti;
ful supply; North Vietnam had sold its;
surplius weapons — seized in huge quan--
tities after its army overran South-Viet=
nam in 1975 —to Samuel Cummings of
Interarmco, the European-based arms:

dealer.-It was in England also,"Mul-

cahy says, that Terpil asked him:if he-
wanted to- earn $5,000 on his return:
flight to Washington by detouring: toi -
Cairo to deliver a *cold gun,” one witly -
no identitying serial number. Mulcahy:
refused to deliver the weapon, but did-

PR

‘learn months later that Qad-
{.dafi had provided Terpil and
_Wilson: with a $1 million con-
' tract to-assassinate Umar Ab-

dullah Muhayshi, a Libyan de-

fector who had plotted to gver-
~throw Qaddafi’s regime. The

. assassination assignment had
-been subcontracted by Wilson
+to-three anti-Castro Cubans in’
. Miami with whom he had once.
rworked in the C.I.A. “Frank

"was playing both ends. against

the middle,’” Mulcahy recalls.

- *He was setting up-an elabo-
: rate. security system for the
- guy in Egypt to protect him
-; While at the same time
% to bump him off.**

e

#“Mulcahy and. Terpil got
. along well and the two men ex-
‘changed many- confidences
sduring. their trips together.
{“Frank tends to-talk a lot; he
ilikes to name-drop,” Mulcahy

* iSays. “What charges Frank’s

‘batteries is the thrill of the
chase, the excitement, being
on the periphery of power. He
thrives on-it.”” In- time, Mul-
‘cahy said, he came to realize
that there was more ‘truth in
Terpil’s seemingly wild stories -
‘than he had thought. .
i - Wilson is more discreet and
:far more dangerous; Mulcahy
-said” “Ed is devious and cun-
-ning and he's living a lie —
“that he is the-most important
* human- being alive: He'lt iuse” .
“anything to manipulate people

¢ JOT events to get them to come

ST

“lutely brilliant in the way he

tgether: and parcels out infor-
‘nration.. 'Ed -compartmental-
zes, his: own. operation the
;Same way the agency does. It
-allows him to play both ends
-against the: middle and come
-out the winner.-If Ed comes
;back.and: goes:.ony trial, he’s

. ‘goingtouse every.bit of infor-

smation-.he’s .:stored’ ‘up- for
-years to get the:C_LA. incourt
‘and put the agency on trial in-.
"stead of Ed Wilten."” I fact,
uwum':mwmmmg. .
‘peatedly told Federal prosecu-.
tors that the whole story of his _
client’s involvement in Libya.

q4of &
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has not been aired. Glanzer, in’
a‘telephone interview, refused
to comment. But the prosecu-i
tors have inferred from con-|
versations: with him that his
defense will be: Wilson is still:
at work for the C.LLA. There is'
no known evidence thatthxs is
the case, however: i
Mulcahy immediately
sensed Wilson’s. essential’
toughness, but there was noth--
ing unusual about such men in-'
side the C.I.A. and it was a.
characteristic that could be".
admired. Mid-1976" was a:
period of travail for the C.LA., |
which was under attack in the: |
press for its illegal domatic’
spying activities and under in-
vestigation by the Senate In-
telligence Committee for its’
foreign assassination efforts.
Muicahy learned, shortly after
joining Wilson and Terpil, that
President Ford had placed se-
vere new'restrictions on clan-
destine C.I.A. activities. Wil-
son and Terpil suddenly be-
came more legitimate in his
eyes: I thought it was logical
that the agency would set it up
this way and have their people'
on the street freelancing.”
During that summer, Mul-
cahy edged closer to the line of
illegality and, in at least one
case, crossed it. He recalls
that Wilson and Terpil were
selling munitions, communi-
cations equipment and highly
restricted night-vision devices
without preliminary clearance

from the Office of Munitions
Control in the State Depart-
ment and the export control. )

division in the Commerce De-

partment. In one case, Wilson :
and Terpil purchased a United
States Army vehicle equipped

with night-surveillance equip-
ment for shipment to Libya, in

direct violation of all regula- -

tions. To avoid- any possible
problem, the vehicle was first
sent to Canada and. trans-
shipped from there to Tripoli.
The risks of such flagrant ac-
tivity were high, but so were
the rewards. The vehicle cost
about $60,000 to purchase in
the United States and was sold
to the Libyan Government by
Wilson and Terpil for $990,000,
Federal prosecutors ° later
learned. Similarly, Terpil and
Wilson provided Qaddafi with

hundreds. of closely controlled
and sophisticated infrared.
night-vision devices for M-16
rifles, which were primarily:
designed for use by snipers in-
warfare. Not all such. sales:
went to Libya. Mulcahy says’
he was directly involved in the
illegal sale of 2,000 rounds of
ammunition to-the South Afri-
can Government, and he used.
falsified _documents to label
the ammunition:as *‘plumbing.
fixtures.””” This and other
sales, he says, were arranged-
through Sven K. H. Hoffelner,
an Austrian arms dealer who>
also.owns: a. Successful- group-
of restaurants in London. Hof--
felner had established a close:
.working relationship with Ter-:
pil by the time Muilcahy joined
tbeoperation. c el
, —’_ xD S P
InJ uly 1976, after his returmr
fromx . England, ..~ Mulcahy
learned that only six of the 10
timing devices sent to Libya
had worked. The demonstra-
tion of the devices was made in

Libya by John Henry Harper,

-

who-had- spent- more- than- 20-- -

years as a bomb and ordnance:
technician. for the C.I.A. and
who had. joined American
Electronic. after he retired..
Two of the timers had failed,:
Mulcahy was told, because.
Harper had miswired them.:
Libya’s reaction to the demon-.
stration was puzzling to Mul-.
cahy: Althoughnearly half the’
deku had taxlett to work, the-

ey s

Libyanswmsﬂl}wﬂnngto.'

order 100,000 for immediatet
‘delivery, A_few_weeks later,’
Terpil returned from a visit to;
Libya with an increase in the

‘order to 300,000 timers. I

didn’t get suspicious,” Mul-.

- .cahy recalls, *until Frank

came in with the order for
300,000. Ilmewdamngoodand.

" well that there was no way .

there was a need for 300,000
timers — there weren’t 300,000 )
mines in the harbors and
deserts from the Six-Day War
aswell as World War 11.”

At this point, Mulcahy un-

derstood that Wilson’s story

about mine-clearing in Libya

was false, but he thought it

was shielding a C.I.A. opera-
'

consultingﬂnn. .

tion,andno(:.mvlngasa

concerned: Mulcahy* was- qui-,
etly suppressed-over the next.
fevwweeks, however:. ‘I was
impressed by: the- money and:
,thepoesibinty. ofmaking a for-

By*this time; it was. clear
that ‘thes. senion ‘officers of:
'Amencan Electromc could not:
be-per:madeé to- build 300, 000
‘timers: without’ ‘verifying the—
order wnth& the:. C.}.A. -There-,
“Was. xen another scramble' .
This: time: to: find a- manufac-:
mrerwhoemld begmdeliver-
ing, the ‘timess. within 45- days::
Amthe::l?nday;mght meeting
ina;\llrgnma.batwas arrangedg

the M

Communicatxm Inc. of Dal-
Jlas. Ierpi! had found the com-
pany,whose president, Joe L.’
Halpain, lateragreed tomanu-
facture. 500 prototype timers-

js\vltmn -30:days_ At the Friday
:Jnipt_ meeting= was. William. - v
Weisa:buzgrx,, thetuu brancb e

seniorotﬁciat im.the C.I.A. s~' -
Otﬁcerot Training, also was i
the-bar that night, sitting with.
Ed'Wilsorr: Mulcahy ' spent the:
night”‘—itahl&hoppmg**as« the'
manufacturing * plans=” werel
worked“ out;,cunes was ‘well
knowm inside the' agency for
his: closemss toTed Shackley:

_ Like the. others, :Clines: had

played a: role- in the Bay of

‘Pigs. Atter Shackley S retire:

ment from  the C.I.A. in. 1979,
he and Clines would set up a

Everybody smel]ed -the bxg
money. that ‘night in the bar.
Mulcahy later learned that the
final: ‘contract’ with Qaddafi -
called, for: a_total payment of N

'$35 million torsooooo timers'

whose cost to supply, he knew, -
would be somewhere around, -
$2.5 million. Even in the inter- ?

. &9
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national-arms business, prof-
its like t.hatarenoteasy to-
come by.

Wilson’s major concern was
time; he had promised the'
Libyans that he would set up a’

manufacturing - laboratory.
near Tripoli for the producdon i
of assassination weapons in!
August. Qaddafi, in tnm.‘
promised to pay him $§1 million’

in cash immediately upoa ar-|
nval ot the first batchk: of
timers, explosives and other:
equipment that would be need--
ed. Manufacturing: the- weap-'
ons themselves in Libya would
be no problem; mea such as-:
John Harper, who-was paid
more than $2,000 a week by .
Wilson and Terpil, agreed to :
go to Libys and begin training:
Libyans in the art of disguising
explosives in ashtrays, flower-
pots; lampe- and- other- heuse-—
bold goods that could be trig--
gered by delayed timing de-
vices. Scientific.:Communica-:
tions came through on. its-
pmmise to deliver the proto-..

typetimers ‘within 3odays The Texas
company had handled legitimate-and
sensitive contracts for the C.LA., but
this one- was different and the firm’s
president, Joer Halpuin, knew it. He per-
sonally delivered the timers, hidden in
plastic-prescription bottles-for export
tol.ibya.toamom!nsarCl.A.hud-‘

B At |

quarters.wheretbcympickedupbyl
Wilson and Mulcahy. Far more difficult :
wentbeisamotwberetopum:hase%
the volatile chemical explosives needed ]
for the production of the assassination
weapons and how to- slip them into:
Libya. The necessary explosives in-

cluded TNT and a varietyof lethal plas- 1

tiques — among them RDX, formally'
known as cyclotrimethylene trinitra-
mine— which were designated as Class.
A explosives by the Department of
Transportation and could not be
shipped on passenger and Cargo air-
craft. Wilson and Terpil again reached
into the ranks of C.I.A. contractors and

NEW YORK TIMES

found a California firm, XS Brower

-and Associates of Pomona, - which:
agreed to supply the chemicals; all: of
which were considered defense articles:
that could not be exportedthbout Fed~
eral licensing o

One problem remmned-'hovrto get
the timers and explosives inmr.ibya. I
early August, 1976, Mulcahy attended a
meeting. at. the: offices of: InterTech»
nology. in-Washington- with-a _cargo
sales manager of -Lufthansa. German
Airlines, which has passenger service
frome Germany to. Fripoli.. The. sales
manager, Walter Doerr;-categoricaliy
refused: to ship the explosives,-legaily;
orotherwise, ona passengercraft. Andl
he-refused ta’ charter-a special cargo:
plane because of the high risk of explo-o
sion. Later that day; Terpilarranged &
meeting with-Jerome S. Brower, the 61~
year-old president of Brower: and' As-
sociates, who was a highly respected,
figure in his industry (and later was
asked to advise Congress’szOffice: of
Technology Assessment on:a proposed:
method of marking and tracing explo-
sives used in international. terrorism):

Brower- was shown- a- list of alk. the -

chemicals . that Inter-’[echnohgy‘
wanted: to- pm-chase for- ‘the: Libyanc
operation.” Mulcahy—= recalled,,.t!ut'
Brower immediately exclaimed: “Hey;
you don’t need. all tlus stuff fo::nﬂne
clearance RN .

7 Wilson- explained~ that: thecompany
was setting up a taboratorym‘l‘npolﬁ
and-doing some demonstrations work,
“*He didn’t say predse!ywhat we: were
.doing,’”” Mulcahy recalls, “‘but it. was'
obvious. Wilson went further. than I'd;
ever heard in explaining: thescope of
the entire project.. There:

which removed any inlnbinons Brower;
had.”> Mulcahy marveled, at’ Wilson’s:
-ability to handle Browersy “Brower hacﬁ

never done any business’ wlthexther ot! .
these guys before and hembmagree- ’

ing to sell and ship- explosiva to!
Libya.”” Brower immediately raxsed his‘
price and demanded partial payment in
advance. Wilson and Terpil agreed to:

-pay nearly $38,000 on account; Mulcahy' -

_says, and the California businessman’
“called his. plant, -talked to-his wife,s

) Pegyandhisplantmanagerandtold: :

them how to pack the chemicals.’” = - =+
‘" RDX; the most lethal and unstable
materhl was to be placed inside 555
gallmdmmsinwebbingandthedrums‘
then were to be filled wlth&gel‘sub-
stance. The explosives ‘were to be-
shipped. East. to Dulles Aupon.

f

as.an enors;
Jmous potential for tollowvup:.bminws; e

“marked as “‘industrial solvent,” cx: the
~first available passenger flights, Mul-

: cahy recalls. Once at Dulles, they were:

7 consolidated into one shipping contain-

“er; along with the timers and the indus-

‘'trial tools and workbenches needed to

“set up- the- explosives laboratory in

:Libya.  Then: they were forwarded: to»

“Europe -for transshipment by Luft-
_hansa passenger planes to Tripoli with-

7out knowledge of the airline: All of the
.meminvolved i the meeting in Wash-
 ington: understood the implicaticns of

*what: they were doing, Mulcahy says:
*The- nitro- could have blowu it the
planehitanairpocke!." X
‘-Brower_was. indicted in Apnl 1980,

along with Wilson and Terpil, for his

-role in illegally conspiring to ship the
.explosives with knowledge that they
would-be used to “kill, injure au:i. in-
‘timidate -individuals.” After pleading
guilty- and: agreeing to cooperate with
- Federal investigators, he- was fined
- $5,000 last December and sentenced to

. & five-year prison term, with alf hut
glmrmmthssuspended -
-+ The: meeting with Brower had ro-
»solvedtheﬁnalsmmbungblock a=d
-Wilson flew to Libya, where he was to -

1y conclude the arraugements for estab- -

nahingtheweapons laboratory and to -
-be on hand. to insure the careful han-:

dlingohhe shipment of “‘industrial soi-
ivent" frony the United States. Be elso
mnd receivethe promised mxmox-
»*la':_pp‘ fffrom Qaddafi.

EumpeforameednginLondonwith.

,‘rerpil and a group of British arms deal-”

..,sers. 'I'here Wwas_the’ inevitable party

early ‘one;. balmy Sunday. afternoon,
throwmby Sven: Hoffelner, the trade:
: Hink:. ;South “Africa. Hoffelner: had.
remed~§r_;barge and as it was. b“ng
ypoledalonga canal near Oxford i te-
“bright:sun;:-Mulcahy bzgan. taling-
§MW of the revelry: Terpil*
Ksawhiscamem, Mulcahy recalled, and

. =went berserk: He-got all red in the’
' §taee~hewas really, really nervous.and!

 told me:to-put the camera away before
"‘you endupdead.”” .
*- Later” that evening, Terpﬂ explamed

_ xtlmt(mtzc:fthegu&ctzzontl':el:»argevt'ae:

% Carlos:* Ramirez,- known . to " police"

; Fth:‘oughcmt ‘the‘world as *the Jackal™"

- —the: international terrorist believed:
toberuponsible for plamning the 1972:
*Olympnm ‘massacre in “Munich, a
deadly raid on the Fiumicino Airpert in :
:Rome* and-numerous aircraft hijack-
ings. There- was no photograph of
| Ramirez in existence, Terpil told Mul.
cahy; the “Wanted’” posters on display

Vs @3
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at airports throughout the world con-

tained only a composite drawing. Ter-

pil also told Mulcahy that Ramirez was

living in barracks No. 3 at the former
Wheelus United States Air Force base
in Libya. Terpil seemed awed by Rami-

rez, who was accompanied at the party

by Sayad Qaddafi, chief of Libyan intel-
ligence, identified by Terpil as Qadda-
fi's cousin and the second most power—
fulmanin[.xbya T
. = ‘;'i‘.-,.-_.‘f...-g'.‘,‘s
: Mulcahywasnowin tartoodeepan(t_
he knew it. ' E:

It was late August and John Harper

and other Wilson-Terpil employees

were at work in Tripoli setting up the

munitions laboratory . for terrorist

bombs and a training program for their

effective use. Wilson and Terpil made it

clear to Mulcahy that they did not want.
him to go to Libya«Mulcahy:kept his:
now grave doubts to himself and contin-
ued on his business trip, moving on to
Copenhagen and another . series of
_meetings. Terpil returned to Libya, and
he and Wilson suddenly dispatched an:
‘urgent cable to Copenhagen: Mulcahy

was to break off his trip and return to.
Washington to open negotiations there.
with the- General Dynamics Corpora-

tion for the purchase of one of its Red-
eye ground-to-air missiles. General Dy-
namics had advertised in trade jour-
nals that it had 13 Redeyes for sale to le-
gally acceptable buyers. The missile,
which could-not be. exported to Libya
under the law, is shoulder-launched and
‘bas a heat-seeking component that en-
ables it to track and destroy aircraft in
flight. It had been used extensively and
successfully by the Israelis during the-
1973 war. ‘“My problem was not to
worry about the paperwork,’” Mulcahy
says. **Terpil and Wilson had a pilot in
Pennsylvania who would fly anywhere.
Once he got over the water” — and
away from American legal jurisdiction
-~ “he would change the paper.’ If the
Redeye had been purchased, the pilot
would simply change the intended re-
cipient listed on the export license,
from an approved ally, such as those in
NATO, for example, to Libya.

- Altering the State Department’s ex-
port license, known officially as the
end-user certificate, was considered so
much a normal part of the arms busi-
ness by Wilson and Terpil that Mulcahy
had been authorized to quote prices 8
percent to 12 percent higher if the sale
also required supply of the certificate.

Kevin Mulahy gow underground .
1.to-save his life: The. Government
1. drags its feet in the arms-exportin- '
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‘Mulcahy was unnerved by his suddené

assignment and discussed it with an as-

sociate in Copenhagen— a foreign mili<

tary attaché stationed inx Deromark whoe
had a reputation for legitimate opera<
tions. My friend told me that the-only:
reason Libya would want one: Redeye:
was for use in a terrorist attack,” Mul-

.cahy says. “We- speculated that- Qad-

dati probably wanted to be-the first to

-shoot dowmr a 747. To hit a fully loaded

passenger plane in flight would be big-
ger than the destruction of planes: at;
Dawsommm‘.!mdan, when
P.L.O. terrorists in 1370 blew up three:

international airlina'sandbe!dseores

ofpassengershostage. SO

-Mulcahy had s-lasurely dmner and
began walking the streets of Copenhag—
en. He couldn’t sleep. He recalled a trip:
heand Terpil had taken toa ﬁrmcalled
Defense- Apparel . in. Hartford, Conn.,.
where Terpil discussed the possible
purchase of up to 100,000 suits that
would protect humans exposed toradio-
activity. Could the Redeye carry a nu-
clear warhead? He knew now he would; 3
never place the Redeyeorder. ~-- -....~

*I watched the-sunrise come in Co-
penhagen,”” : Mulcahy : recalls, “and-
knew what [ ha(itodo—getback to,
Washington fast. L had to find out what
‘paperwork existed’ in the Inter-Tech-; .
nology-offices he shared with Wilson
and Terpil. *I felt that Frank and Ed-
were--giving Qaddaﬁ any goddamm-
thing he asked for.” .-

.- vestigation, while: some.. former, |,
-~American C.I.A: and military men..
" continue exporting the hardware of - |
- terrorism —. timers and~ " expio- |
- sives,” for example «— and train- |

[
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- THE MAN WITH THE CONTACTS -

Edwin P. Wilson is invariably de--
picted by former associates as. a
charming, charismatic, effective,
rough-and-ready, 6-foot-4 swashbuck-
ler who excelled in his military and in-
telligence career. But the real reasons

.for his success- as. an international
weapons dealer are the contacts he
. has built up during more than 20 years

. of work with United States Govem- =

mentimelligenwsemcs. e

‘Wilson went to work for the C.1I. A.'
Office-of- Security in:1951 and, after
serving in the Marines, became a full-
time C.I.A. contract employee in 1955.
In the late 60’s, he helped organize a
» Washington firm called Consultants

< International Inc. for the C.I.A. and-

- the-Navy. The-firm’s ostensible pur-
- pose was- to conduct export-import
operations; but- that function was- a
cover for - classiﬁed mtelligenca

opetaﬂons ;.  R

- Over thenext!ew years his mtellx-
- gence activities were combined and
mingled with:his private operations.
. He hired a number of associates,
mesy of them with military-or intelli-
- gence backgrounds, and, according to
Federal officials, was. routinely re-
| ceiving huge kickbacks from: Ameri-

ernments On hxs procurement con-
tracts. B PP
: The men worldng tor hxm were con-
vinced that he was still active in
C.LA. intelligence operations. *“I
thought he was reporting directly to
the President,’’ one former associate
" recalls. “Ed still must be sanctioned
by the U.S. Government. The people I
- met were impressive. All of a sudden
- I'm on a first-name basis with big
names in Congress and the Senate. It
was always like the Government was
supporting us.”” Robert Keith Gray,
an influential public-relations man
* known for his close ties to the Eisen-
hower, Nixon and Reagan Adminis-
trations, was among those listed as a
member of the board of Consuitants
International for five years, begin-
ning in 1970. However, Gray, who
served as co-chairman of Reagan’s
Inaugural Committee, expressed sure

prise in an interview upon bexng told

of his official listing. “'I never knew I |:
"was on the board,”” Gray: said. A
never was.invited to- a' board meet= |’
ing.”” Heracknowledged that he has |:

had a social and business relationship

.with Wilson,.whony he described: as -
“charming and. very much a red-

blooded American.” . .

sponsibility of picking up-intelligence-

operatives from Taiwan and secretly |

terrying them.inside mainland China,

" where they would*implant sensitive |

seismic’ monitors. and: radio: equip-

- after: President- Richard. M. Nixon’s |
visit to Peking in1972, and C.I.A. offi- |
- cials were astonished to learn later

designed solely for use inside China,

. was appearing for sale in the: intema-
. tionalarms market. ;= i 5 :
can manufacturers and foreign gov- |.

o ‘4 PRS

Wilson’s ﬁrstC.l.A. assignment in t
': the. 50’s, was to-infiltrate-the Seafar-
-, €rs, Internaﬁonat Union,. in-which he |
was eventually’appointed toa number- ;
of official positions. He  also-was. in—

volved in Congressional lobbying on

behalf of. the union and apparently

began then:forming his close relation-

ship - with. a- number- of .influential -
members of Congress. Wilson became.
a C.1L.A. specialist on'maritime-issues
. and:was-involved mthe-procurement .
of equipment for-clandestine Navy |

operations. During the Bay of Pigs, he

was assignedas a paymasterandhan—
dled procurement:as welk. He later }|.

served in Southeast Asia and Latin-
America' A.-,. ,’_:; "\."—_<
A full accountmg of Wilson s con-
nections and businws activities may
never be known He has boasted of
having a cont.rollmg interest in more
than 100 corporations in the United
States and Europe. —S.M.H.

.CI =

In 197%, Wilson»dmpped hxs C I’.A )
- connection and was. a. part of Task
.Force 157, a-secret Navy-intelligence |-
" unit that employed 50-t0. 75 agents to |-
' monitor andcollect: informatiorr on .

Soviet shipping. It reponed not only }

on routine-’ cargo- items: but.- also |
- watched: for: the: oovert.shipment of }
. military goods-and nuciear weapons: |
. The unit also wascharged with the re-" |;

RN
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NEW YORK TIMFS MAGAZINE }
21 JUNE 1981 ,

The Quddafi Connection/ Part 2 In 1976, a former Central Intelligence
Agency analyst revealed to Federal authorities the link between two former C.LA.
men and Libyan terrorism — only to face four years of delays in the investigation
before indictments were brought against those men, who remain at large to this day.

Five years ago, two former opera-
tives of the Central Intelligence Agency
made a deal with Col. Muammar el-
Qaddafi to supply the Libyan strong-
man with explosives for huge sums of
cash. They also hired former Green
Berets to set up a secret training school
to teach the Libyans the latest tech-
niques in assassination and interna-
tional terrorism. As a cover for these

operations, the two men, Edwin P. Wil-
son and Frank E. Terpil, operated sev-
eral seemingly legitimate export com-
panies. To head one such company,
they hired another former C.I.A. em-
ployee, Kevin P. Mulcahy. For a long
time, Mulcahy let himself believe that
the entire operation was really part of
an unofficial but approved American
intelligence operation being carried out

by an ‘‘old-boy’’ network of former
Government workers, intelligence
agents and Green Berets with strong
and lasting connections to Washington
officialdom. In this, the second of a two-
part series, Mulcahy discovers that the
Qaddafi connection is illegal and not an
intelligence operation, and, at consid-
erable personal risk, goes first to the
C.I.LA. and thento the F.B.I.

¥ DONTINUED
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NEW YORK TIMES

By Seymour M. Hersh

hortly before midnight on a
muggy Washington Sunday
in September 1976, Kevin P.
Mulcahy, a former C.I.A.
analyst who was then in the
export business, telephoned
the duty officer at agency

' headquarters in - McLean,
WAUNIINISA Va. *“There are problems
overseas,’ Mulcahy said without elabo-

ration, and he had to talk immediately to-

the agency’s assistant to the deputy di-
rector of clandestine operations. Mul.-
cahy would wait for a return call. :
The call came within the hour. On the
telephone was Thecdore G. Shackley,
one of the most influential men in the
C.I.A. Mulcahy had a disturbing tale to
tell. The firm of which he'was president
had agreed to sell the hardware of ter-
rorism — explosives and delayed-ac-
tion timers — to Libya’s Col. Muam-
mar el-Qaddafi. Moreover, the firm

Seymour M. Hersh, a former reporter
for The New York Times, is at work on
a book about Henry Kissinger to be pub-
lished by Summit Books.

had also agreed to set up a training
school to teach Libyans the latest in the

techniques of terrorism and political-

assassination. Only days before, Mul-
cahy told Shackiey, he had been or-
dered to purchase an American-made
Redeye missile, a weapon capable of
sicoting down a commercial airliner,
for delivery to the Libyan ruler. Mulca-
hy’s two business partners, Edwin P.
Wilson and Frank E. Terpil, who had
brought Mulcahy into the firm, were
themselves former C.1.A. operatives.

Now, on the telephone, Mulcahy
asked Shackley: “Is thisa C.1.A. opera-
tion or not?”* v

Shackley was noncommittal, and
Mulcahy now knew that his worst suspi-
cions were correct: The Wilson-Terpil
operations did not have the sanction of
the C.I.A. He knew that in the close-knit
world of Government intelligence word
would somehow get back within days to
Mulcahy’s partners that he had gone to
the authorities. So he quickly went into
hiding, disguising his appearance and
using a false name. But he anticipated
that his partners and their associates
would be quickly seized, convicted and
imprisoned. He expected this would

-happen not only for his own well-being,

but aiso to stop an operation he believed

2

inimical to the national-security inter-
ests of his country and to world peace.

But things did not work out that way.
The Federal law-enforcemen: agencies
eventually became enmeshed in a long
series of bureaucratic rivalries and in-
trigues that hampered and delayed the
investigation. There was another com-
plication: a lack of Federal statutes
that expressly barred acts of terrorism
by Americans abroad.

Mulcahy found himself in limbo, not a
fugitive from justice but, in a sense, a
captive of it. Over the coming months,
there were no quick arrests. And while
he was in hiding, Wilson and Terpil
were steadily expanding the scope of
their operations inside Libya. They ar-
ranged for illegal shipment of more
than 40,000 pounds of explosives to
Libya and continued to recruit former
Green Berets and Government ord-
nance experts for their training school.
Qaddafi is believed to have relied on the
American-provided matériel and train-
ing in his efforts to expand his influence
in the Middle East and North Africa, in-
cluding the invasion earlier this year of
neighboring Chad. The Libyan ruler is -§b
suspected, too, of having ordered the &
political assassination of 10 or more of 5
his political enemies living in exile,

»
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with the aid, in at least one case, of Wil-
son and Terpil. It would be four years
before the two men would be indicted
by the United States Attorney’s office
in Washington on charges that included
illegal export of explosives as well as
conspiracy and solicitation to commit
murder. They are both at large to this
day. As a result, Mulcahy has now, in
frustration, decided to tell his story
publicly for the first time.

evin Mulcahy’s busi-
ness partnership began
to unravel in Eurcpe in
late August 1976 after
he was ordered by his
partners to purchase
the Redeye missile for
Qaddafi. He then left
wmamenesmenn ilson and Terpil and
flew to Washington to find out ail that
his company, Inter-Technology, was
doing in Libya. After he arrived, he
went to the company offices and went
through the files. It was what he found
there — documents marked ‘‘secret”
which he, the firm’s president, had
never seen — that led him to call the
C.I.A. duty officer. There were con-
tracts and correspondence ‘which
explicitly defined the corporation’s os-
tensible business dealings with Libya
as cover operations, and which con-
tained forgeries of Mulcahy’s signa-
ture.

The documents outlined a 26-week
*‘training program for intelligence and
security officers in the field of espio-
nage, sabotage and general psychologi-
cal warfare,” and one page said the
program’s emphasis would be *“‘placed
on the design, manufacture, impiemen-
tation and detonation of explosive de-
vices.” Mulcahy further learned that
his partners had proposed to Qaddafi
that the first graduates of the terrorist
school demonstrate their skills by blow-
ing up an Aramco pipeline in Saudi Ara-
bia.

Mulcahy knew he was in trouble. Wil-
son and Terpil, he says, ‘had set me up
beautifully. By then, I was in deep
enough, and I knew they had me. I
picked up an ashtray from Frank’'s
desk, threw it across. the room, and
broke a lamp."’ '

As president of the company, he knew
he could be held criminally responsible

for its activities, and, he says, “I had to ;

think — what the hell do I do now? I had
to find out. Was this a C.1.A. operation
or not? Did it involve national security?
I still wanted to think there was a possi-
bility that Ed and Frank were acting on
behalf of the C.I.A. If it was a C.L.A.
operation, I had two options — continue
to do it, or get out. If it wasn’t C.L.A,,
then I could make up my mind: Do I
want to make a lot of money or do I get
out and take my chances?"’

NEW YORK TIMES

He knew only too well the dangers. A |

few months earlier, Terpil had passed a
message to Wilson, through Muicahy,
reporting that “the hit’s been taken
care of.” Mulcahy learned from the
talkative Terpil that Wilson felt he had
been cheated six or seven years earlier
by a merchant in Paris on a transaction
involving British woolen uniforms in
storage in Nova Scotia. The ‘““hit” re-
ferred to by Terpil apparently was a

bomb that went off under the mer- |

chant’s auto, severely injuring his wife,
who apparently was alone.

Kevin Mulcahy’s initial beliet was
that Wilson and Terpil were operatmg

with the full sanction of the C.I.A. He

had been told the exported explosives
and other materials were to be used to
clear mines planted in Libya’s harbors
and battlefields during the 1973 Arab-
Israeli war. Mulcahy clearly wanted to
believe the cover story. His own alie-
giance to the C.1.A. was deep; he had
worked for the agency as an intelli-
gence analyst in the 1960's, and his fa-
ther had begun working there in 1947,
the year it was chartered. In 1968, Mul-
cahy resigned to take a job in the elec-
tronics industry, and in 1976 Ed Wilson
offered him a high-paying position in
his export company. Mulcahy knew
Wilson had served with credit in the
C.I.A.; knew he was widely respected
by his former agency associates, and

was led to believe that important ties

still existed.

Indeed, one night, not long after Mul-

cahy joined the business, Wilson took : '

him to Theodore Shackley’s home.
Shackley later said he welcomed such
visits from Wilson because they
produced useful intelligence. Among
other things, Mulcahy recalls, Wilson
and Shackley discussed Wilson’s forth-
coming visit to Libya for a meeting
with Qaddafi. Wilson’s main purpose
for the meeting, however, Mulcahy
says, was to seek Shackley’s interven-
tion -in the granting of a2 Government
export license for a pending sale of
high-grade . communications gear,
whose export was about to be disap-
proved by the State Department. It is
not clear what significance Shackley
gave to the visit, but Mulcahy certainly
thought he understood the point: that
the export business was covertly ap-
provedbythe C.1.A.

-—— e .
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After Mulcahy's alarming discovery
in his company’s files, he knew he
needed help, that he had to talk to
someone. ‘“My first instinct was not to
hurt anybody,’” he says. *“If it was a

- C.1.A. operation, I didn’t want to blow it

by exposing it to an outsider or to some
underling at the agency. I felt there
was no one I could safely talk to about
what I had found.” So he turned to
Shackley. If the Wilson-Terpil opera-
tion was C.I1.A., Mulcahy knew he could
discuss it with Shackley without jeop-
ardizing it.

But while waiting for Shackley to re-
turn his call, Mulcahy also telephoned
an old family friend who worked in the
C.L.A.’s Office of Security, and asked
him to come over and review the Inter-
Technology documents. “My thought
was that no matter what Shackley de-
cided to do, or not co, I wanted someone
else in the agency to be aware of the
Libyan operation,” Muilcahy recalils. *I
wanted a second reporting source.”

Mulcahy’s family friend was particu-
larly concerned that there was evi-
dence linking Patry E. Loomis and Wil-
liam Weisenburger with the Wilson
operation; Loomis and Weisenburger

--still were on active duty with the C.1.A.

The Office of Security official sug-
gested that Mulcahy report his infor-

mation to the F.B.I. He did so with a

sense of betrayal: Nothing in his life
had prepared him to be disloyal to for-
mer colleagues and associates, particy-
larly in an agency so closely tied to the
life of his family. It was that loyaity,
perhaps, so widespread throughout the
C.L.A,, that enabled Wilson and Terpil
to operate so openly for so long.

On the very day that he began talking
to the Government, Mulcahy received a
message from Wilson, who was still
overseas: ‘“He told me to ‘shut up, just

knock it off.’ He’ll explain everythmg
whenhereturns.”

A secretary at Inter-Technology later
passed an explicit warning to Mulcahy:
*‘She knew it was not a C.1.A. operation
and she said, ‘Ed is going to kill you.” "

_ Mulcahy decided to go underground.

He armed himself with an M-16 rifle
and spent three weeks camping, shift-
ing campsites every evening. Pres- |
ently, he moved to a small town in the
Shenandoah Valley and established a
new identity for himself, with a birth
certificate, driver’s license, passport -
and credit card, and took a job as a
drug and alcoholism counselor. A few
years earlier Mulcahy had successtully
overcome a drinking problem with the
aid of such counsel.

CONTINTIELY
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— and America’s — hanads berore
long. Wilson and Terpil had responded
to Mulcahy’s accusations by hiring
prominent defense attorneys and de-
picting Mulcahy as-an alcoholic Viet-
- pam veteran for whom they had
showed compassion by giving him a
job — only to learn that he was unsta-
ble and irrational. '

In April 1977, a report in The Wash-
ington Post on the Justice Depart-
ment’s pending investigation of Wil-
son’s ties to Libya brought the matter
to the attention of Stansfield Turner,
the newly apppointed C.1.A. director.
Turner moved to take - personal
charge of an inquiry into the Wilson
operations and quickly learned of

_ Mulcahy’s charges. The C.LA. direc-
" tor then called in Pat Loomis and Bill
Weisenburger, questioned them and
fired them. He also ordered a shake-
up in the C.L.A.’s clandestine service,
replacing Ted Shackley and his im-
mediate superior, William. Wells.
. «They were both nice guys,” Tumner
. says, “but not right for the job.”” He
will not elaborate. The C.1.A. director
further had a directive posted in the
agency’s. headquarters and sent to
- every office abroad.warning that no
employee was to associate with Ed
Wilson. o

What Turner did not do was call in
Kevin Mulcahy. If he had, he might
have learned the extent of Wilson’s
contacts in Libya and that Wwilson's
access inside the C.I.A. transcended
Loomis and Weisenburger. Turner
also might have learned that the clan-

. destine-operations division had been
warned that Wilson was attempting to
arrange a political assassination on
behalf of Qaddafi, as the Cubans had
toid the C.I.A. control officers. More-
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e also began talking exten- ;
N sively to Federal agents '
M from six investigatory
agencies, traveling at his
own expense to Washing-
ton as often as three days a
week. The F.B.1. assigned
; a group of agents to the
saesmmssssss case, and Mulcahy was en-
couraged. ‘‘They said they needed
more stuff and we started going
through all the paperwork I had. I was
drawing diagrams for them, giving .
them organizational charts, the details
of possible political payoffs. 1 gave
them a long statement, agreeing that 1
would continue to cooperate with them
as long as I wouid never have to testify

publicly against Wilson and Terpil, and
that my name would never be men-
tioned in the press. I knew these guys
were looking for me. I was afraid of
them. They had called members of my
family and the woman I was seeing,
trying to locate me.” A constant fear
was for the safety of his two sons, both
of whom live in the Washington area
with Mulcahy's former wife and had
visited Wilson’s tarm.

Meanwhile, the Government received
unsolicited first-hand corroboration of
his allegations. In early October 1976,
John Henry Harper, a former C.LA.
bomb technician who had been hired by )
Ed Wilson, returned from Libya and,
after learning of Mulcahy’s defection,
went to the C.I.A.. where he, too, de-
scribed the program that Wilson and
Terpil were setting up for Qaddafi.
Harper said that he and his fellow
Americans had constructed a labora-
tory and were manufacturing assassi-
- nation bombs disguised as rock forma-
i tions, ashtrays, lamps and tea kettles.

At about this time, Shackley was or-
dered by a superior to draft a memo- /
randum of his late-night telephone con- !
versation with Mulcahy, about which i
he had never made a formal report,
senior C.1.A. officials discovered. Now
Shackley depicted Muicahy as being
irrational, paranoid, alcoholic and an
unreliable informant. A copy of the
Shackley memorandum eventually was
provided to the United States Attor-
ney’s office in Washington and to Fed-
eral investigators. Shackley’s sugges-
tion— that Mulcahy was not in full con-
trol of his facuities — would be taken at
face value by many over the next few
months. Mulcahy remains hurt and bit-
ter today about the memorandum. “‘It
was a cheap shot to use my past iliness,
for which I'd long been treated, to dis-
credit me.”

Wilson and Terpil continued to ex-
pand their operations inside Libya.
| Those in their employ included Pat Loo-
mis, who was still under assignment
with the C.I.A. as a liaison officer be-
tween its headquarters and its overseas
stations; Loomis and others began
meeting with Green Beérets near the
" John F. Kennedy Special Forces train-
ing center at Fort Bragg, N.C., and urg-

ing them to retire from the military
and join the operations in Libya. In
those contacts, the Green Berets later
told a Federal grand jury, there once
again was the suggestion that every-
thing had been-sanctioned by the

agency. .

Evidence in the Wilson-Terpil case
had been forwarded by the F.B.L. to
the Foreign Agents Registrgtiyp sec-

Wilson and Terpil also hired three
Cubans who had worked for the C.I.A.
to carry out an assassination on behalf
of Qaddafi. Wilson paid the three men
$30,000 in expenses with a personal
check drawn on his account in a Middle-
burg, Va., bank. Instead of carrying out
their assignment, the Cubans returned
from Europe and reported to the
C.I.A.; they told the agency that they
had initially believed that their assassi-
nation target would be the international

| terrorist Carlos Ramirez, known to po-
* lice as the Jackal, the man who planned

the 1972 Olympics massacre at Munich.
However, after meeting in Geneva with
wilson, the Cubans said they learned
that the target would be Umar Abdul-
lah Muhayshi, a Libyan defector who
had plotted to overthrow Qaddafi’s re-
gime. The Cubans refused the assign-
ment and returned to the United States.
All of this information was made known
to the Federal investigators by the
C.L.A.

tion of the Department of Justice.
Complicating the F.B.L.’s investiga-
tion was the fact that there are no
Federal laws prohibiting the aiding
and abetting of terrorist or presumed
terrorist activities outside the United
States. There was yet another factor

_ that obviously inhibited the initial in-

vestigation and made the Wilson-Ter-

pil case seem less urgent; thiswas the

political assassination in September |

1976 of Orlando Letelier, the former
Chilean Ambassador to'the United
States. Solving Letelier’s murder,
which took place in downtown Wash-
ington, became a high priority of the
United States Attorney’s office in
Washington, draining off manpower
and the emotional energy of the staff.
The tension began to build for Mul-

cahy. He seemed to be unable to get

- anyone in the Federal Government to

. share his concern about the vital im-
portance of rapidly stopping the flow
of timers and explosives to Libya.
Mulcahy knew that assassination
weapons were being made in Libya by

over, no one in the agency seems to
have bothered to inform Turner of
John Harper’s account of the weapons
laboratory and training programs in
Libya undertaken by Wilson and Ter-
W co- .
g The failure of the lower-level offi-
cials of the C.LA. to report fully to
Stanstield Turner does not mean that
wilson’s activities were approved of
or endorsed in any way, but it does re-
veal an astonishing and not fully un-

- derstood modus vivendi of the intelli-

gence business: The primary loyalty

. of the men in the clandestine service

was to Ed Wilson, their former col-
jeague and associate and not to the
new Director of Central Intelligence,
who was viewed as an outsider who
could not understand the mentality of
an operative in the field. Kevin Mul-
cahy had violated the code.

Shipments of explosives for use in
terror weapons continued to flow into
Libya, and a second generation of
timers — far more sophisticated than
the first group shipped in 1976 —

:
T
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bggan arriving in Tripoli. Ed Wilson,
with his charm and his C.I.A. exper-
tise, had struck up a warm personal
friendship with Qaddafi and he
emerged by the end of 1977 as the man
in charge. Frank Terpil became dis-
enchanted with his reduced role —
and the reduced personal profits —
and began spending less time in
Libya. Terpil eventually moved on to
Uganda, where he received a $3.2 mil-
lion contract to provide arms, explo-
sives and torture devices, among
other things, to the regime of Idi
Amin, :

Wilson’s contacts with Jerome §S.
Brower, a California explosives -
manufacturer, intensified during this
period and Brower — who had sup-
plied the first shipment of explosives

to Libya in the summer of 1976 —.
began recruiting bomb experts for the

Wilson operations.  Federal authori. -

ties learned later that two of the ex.
perts recruited by Brower — Robert
E. Swallow and Dennis J. Wilson (no
relation to Ed Wilson) — were civilian
Navy employees at the China Lake
Naval Weapons Center in the Mojave
Desert in California, where some of

the Navy’sand C.1.A.’s most sensitive
ordnance research is wvonducted. -
Swallow and Dennis Wilson, Federa]
authorities say, Spent their annual
leave in 1977 on site at Eq Wilson's
training camp in Tripoli. Both men re-

turned to their Government jobs with-
ou; intom.zing anyone about what was
going on in Libya. The men are now

under investigation by the United

States Attorney’s office.

Not everyone kept his peace. One of '

Fhe Green Berets reported to military
intelligence that he had been ap-

proached by Loomis. In another case,

as later told to a Federal grand j a
former Green Beret who had wg:l{ed'
in the Wilson-Terpil Operations. in

Libya was extensively debriefed by -

military intelligence upon his return -
and referred to the F.B.I. for further

questioning. None of these reports

seemed to make any difference: The
F.B.I. investigation continued at a
slow pace; Wilson and Terpil contin-
ued their terrorist-supply operations,
and Mulcahy continued to hide and to
worry every time he started his car.,

O

By mid-1977, Mulcahy had been
hired to design and implement a resi-
dential treatment program for alco-
holics and drug addicts in suburban
Washington. But his past association
with Wilson and Terpil continued to be
a major part of his life, and he began
to be annoyed with the F.B.1., not only

by the slowness of its investigation, .

but also by the manner of some of the
agents. “I was sick and tired of talk-
ing to the F.B.1. We had a falling out.
They kept me totalily in the dark about
what they were doing, but began to ac-
cuse me of holding out on them.’* Mul-

cahy particularly was angered by the-

agents’ insensitivity: “They would

walk into our treatment center unan--

nounced, right into the middie of the

house, looking like Mutt and Jeff, with=

their trench coats on and their collars
turned up.” Such visits inevitably
alarmed the patients in the center,
many of whom had unresolved prob-
lems with the law, and some began to

" view Mulcahy as a Government in-

formant or under investigation him-
Mulcahy had no illusions about his
status inside the C.I.A. that summer.
He had telephoned the Office of Se-
curity to see if the agency would pro-
vide some protection in case Wilson
and Terpil decided to move against

- him. “They flatly refused,” Mulcahy
-+ recalls. “It was almost like I was a

turncoat. I felt it was National Iglco-

- Week.” :

In December 19’/"7; after iﬁore tlxahé

year of inquiry, the Foreign Agents .
 Registration Office of the Justice De- .

partment concluded that Wilson and
Terpil, despite- conducting ‘‘nefari-
ous”” business activities, had violated
no American laws. They wrote pro
_formanotes, known as letters of decli-
nation, to the United States Attorney’s

-7

offices in Alexandria, Va., and Wash- -

ington, recommending that the case
be dropped.

"~ A copy of the letter was shown tor‘-'

- Eugene M. Propper, an aggressive

 learned that the Justice De-

" *“He’s an impressive guy, so I
| said, *All right, I'll go before
_the grand jury, but I'm not

1 had Ilittle to fear in refusing

oved for Release 2012/02/08 : CIA-RDP90-00965ROOO402830043-:I S
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assistant United States Attor-
ney who was then directing the
Letelier prosecu timt‘lla l: Wash-
in . Propper inter-
vig‘er - Wilson briefly the
previous April, and Wilson em-
phatically denied any- involve—
ment in the sale of the timers
to Libya; .it was a lie that
Propper vividly recalled when
the Justice Department scught
to drop the case. Propper

partment attorneys had relied
solely on F.B.1. interviews in

_their ~investigation anc. he .
~ thought he could ask -better
| questions and get better an- .

swers if he could bring wit-
nesses before a grand jury.

The key was Muicahy, who -
- reluctantly agreed now to tes-
‘tify — taking a step he had
vowed he would never do. I
_liked Gene,’” Muicahy recalls.

" going into court. and- testify -
publicly against these guys.’ I
gave the grand jury every-
thing I-had”’ — Propper was
doing the questioning — **and 1
did it without immunity. What
1 was- telling them was the
truth. If I did something wrong
1 was willing to pay for it.’ "’
Federal officials - acknowl-
" edged in recent interviews
that Mulcahy’s grand-jury ap-
pearance provided the core of
the subsequent indictments. -

* They also said that Mulcahy

" immunity. “Kevin wasn’t a
criminal,”” one Federal official -
said. ‘“He was just doing what

. his employer wanted.” Mul.
cahy had committed technical
violations of the Munitions
Control Act, the official added,
"but the United States Attor-
ney’s office viewed them as
not prosecutable. “What we
had on Kevin showed that he
had not ‘done ‘anything to
bother anyMyn” one official
said. oo

O l

1
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Mulcahy spent much of 1978

working intensely with law-

yersin the United States Attor-
ney’s office. Still nothing hap-
peved, and by the end of year,
he wanted out: **The whole
thing was a farce as far as I
was concerned; . no one was
telling me what was coming

down and yet I know that Wil- -

son and Terpil were still doing

business in Libya.’” He was

reassured somewhat, he says,
i when a Federal official told
him that Government autbori-
ties had visited Wilson at his
farm in Virginia and graphi-
cally warned Wilson of re-
prisal in case anything hap-
pened to Mulcahy or his chil-
dren. “It made me feel bet-
ter,” Mulahy says.. “The
Feds paid a visit to Ed late in

the night, and told him that if

anything  bappened,
would come looking for him.*

Federal .officials subse-

’qmuy explained . that the
- detay i obtaining indictorents
did not reflect  adversely on

resulted from a basic gap in
the law, which does not specifi-
cally make it a crime to use
American - equipment = and
know-how to further terrorism
overseas — 8s long as no gvert
acts are done in the United
States. Wilson and Terpil were
careful, as much as possible,

out of the country.

When Eugene Propper ini-
tially began his investigation,
the jurisdiction of the United

limited because of the lack of
Statutes. Though there was
evidence through the Cubans
that Wilson and Terpil had
, conspired with Qaddafi to as-
sassinate one of his political
enemies, solicitation to com-

or hiring someone else to do
the killing — is not a Federal
crime, and there was no crimi-
nal statute in the District of
l Columbia barring such solici-
tatlon.

Mulcahy or his testimony, but -

to strixe their business deals -

States Attorney’s office was .

mit murder — that is, aslnng__

NEW YORK TIMES

Propper got an inspiration.

He had discovered in prosecut- :

ing an earlier case that any
crime in the Maryland code
not in conflict with the-District
of. Columbia code could be
charged in Washington, since-
the District of Columbia had
adopted all of its criminal law
from Maryland in 1801. Using.

able to fuvestigate Wilson and
- Terpil on ‘solicitation charges
in the District of Columbia.

ington code also enabled Prop-
charge a Federal violation. So

the United States Attorney’s
office had its jurisdiction after

- problems. The Letelier case

~ was going to trial and Propper. -

and a chief aide, E. Lawrence-:

. Barcella Jr., were unable to -
handle both cases at the same-

time. -

By this time, Mulcahy had
become: deeply embittered,
especially toward the F.B.IL.,

- which, he said, “never as-
signed Special status to this

| case— which means. that the

! agents assigned to it are work--
- ing exclusively an it. At first,

the F.B.1. didn’t believe me,”” "
- Mulcahy. insists. “Every per-.

-son they interviewed sup-.
ported Wilson’s and Terpil’s-
cover story and made me look-

like a_guy with a wild tale to-
tell. Then if I ever asked the .
‘F.B.I. anything, one agent .
would look at the other to de- .

-one-way street and 1 felt I

“without their willingness to
.what they didn’t know."”’

." Officially, the F.B.I. does
that precedent, Propper was -

. the case disputed Mulcahy’s

Another provision in the Wash- ' asgessment in an interview.

per to make the solicitation - _ agent said. *‘He thinks he can

all, but, once again, there were ~

. ' usastraight line. This isnot a
" very easy case to make. We

- ning, and I think it’s very un-

- ever, echoed Mulcahy in rais-
ing questions about the Justice

" ington is assigned to monitor

" months early this year to han~
'’ dle background investigations

L

cide whether they could an-
swer the question. It was a

couldn’t help them anymore
without some kind of dialogue,

tell me what they wanted and

not comment -on pending in-
vestigations, but one agent
who did spend much time on

“Kevin is very impatient,’’ the

give us some facts one day and
we should- begin- making ar-
rests on the next. He doesn’t
understand the coraplexity. of
the case and the fact that no
-one- is -exactly- cooperating
with us. It's been a long
drawn-out affair, trying to get
‘some of these witnesses to give

had to start from the begin-

fair to criticize us or the
United States Attorney’s of-
fice. We've been worldng hard
“on this for a long time.” ,
- (Other Federal officials, how-

Department’s decision not to
give the case higher priority,
which would have meant the
"authorization of more F.B.I.
. agents' for field work. Even
now, only one agent in Wash-

" ‘developments in the case, and
he was pulled off that for

of pending Reagan Adxmms-
trationappoimmmts

0
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. jzona under another name and

A major development, in
Mulcahy’s view, came in mid-
1978, when the Bureau of Alco-
heol, Tobacco and Firearms as-
signed a new two-man team to
the case. Richard Wadsworth
and Richard Pedersen decided
early in their .investigation
that Mulcahy was telling the
truth. Now, for the first time,
Mulcahy believed that he had
someone inside the investiga-
tion with whom he could com-
municate. Mulcahy agreed to
cooperate in an undercover in-
vestigation with Pedersen and
Wadsworth, aimed at gather-
ing first-hand evidence of Wil-
son’s illegal weapons dealings
in Washington — the kind of

- specific evidence that seemed
essential to a prosecution. The

- operation failed after five
. months, but the B.AT.F. |

agents developed a close rela-
‘tionship with Mulcahy and
learned vast amounts about .
the way Wilson operated, in-
formation and insight that
" later helped them crack the

‘‘‘‘‘‘ I A ST GIRCUP PR S

Muicahy continued to live in
low profile, routinely changing
his appearance. His fears
were compounded late. one
night when: he saw a truck
owned by one of Wilson’s.
trusted: associates. parked
across the street from his
_home. Mulcahy fled the scene
and stayed away from the
area for two days. ‘It was
over three years and 1 wanted .
out again,” he said, “andsol .
disappeared — just went to Ar-"

worked in the construction
business."” . c
Meanwhile, Wilson-and-Ter—-
pil began spending some of the
money they were earning. By

_the end of 1978, they had pur-

chased more than $4 million of
real estate in the United States ' ©|
and England, paying in cash.

dollars for a hotel in Crewe,
England, and a town house in
London’s posh Lancaster
Mews. Federal authorities be-
lieved the hotel was to.serve as
a stop on an underground rail-
way for terrorists. By that
time, Qaddafi had set up “hit
teams"’ that began to terrorize
the Libyan exile community in
Europe. At least 10 of Qadda-
fi’s political enemies were as-
sassinated by the gunmen,
who later would have access to
the hotel to hide from authori-

PSP {

|

. They spent another million ‘\
\

l

l

Another factor in the investi-
gation of Wilson was his con-
tinued-higirlevel political lob-
bying in the United States,
which revolved around the so-
cial use of his estate in Virgin-
ia.. By the mid-1970’s, Wilson
was regularly throwing par-

. ties and offering hunting ex-
cursions at the estate, where
senior members of the Carter-
Administration mingled with

. influential  politicians ‘and
members of the intelligence

community. Ted Shackley was

-also one of the-guests. “The

name of the game is legitima—

-

cy,” one Federal official said. |

“«Ed Wilson brings three guys
from the C.1.A. and Carter’s
man. brings two senators.
Everybody’s — - legitimizing
everybody eise.”
“Every place we went,”” the
_ official -added, *“Ed Wilson
~ popped up — not on the sur-
. face, but if you looked far
" enough, it led to Wilson.” .-
} In early June 1979, the
United States Attorney’s office
‘told Wadsworth and Pedersen
" of the B.A.T'F. that there was
not enough evidence to charge
-Wilsorr and Terpil with. ille-
! gally exporting explosives to
r Libya. The Government had
. no- evidence that any explo-
..sives had in fact been shipped
to Libya without the proper li-
censes and without accurate

" August 1976 at which the Cali-

labeling and bills of_ lading,

which are required to insure
proper storage of the materi- |
als during shipment. All'of the |
witnesses interviewed by the |
F.B.1. had stuck to the cover |
story in connection with the
shipments to Libya; as faras
they were concerned, all that
Inter-Technology had' under-
taken was a contract with the
Libyan Government to manu- ’
facture tirners for use in mine- -
clearing operations. No explo-
- sives had been shipped, the |
witnesses  claimed. = Rick \
‘Wadsworth decided. to make']
one final effort to find. evi- |
dence of the shipment before: *‘
bowing out of the case. He |
spent most of the Memoriat 'K
Day weekend-in the Federal
courthmlseindownwwnWash- :
ington reviewing all of the !
documents and testimony. He '
found a work sheet buried in- |
the files that had been turned_ |
over by Mulcahy to the F.B.I.

* Jawtully. When he did testify ..

in 1975. 1N€ WOUI'K SGETL wids
Brower’s handwriting on it
stemmed from the meeting in

fornia manufacturer agreed to
ship RDX (cyclotrimethylene
trinitramine) and theother ex-
plosives, suspended in 55-gal- -
lon drums, to Libya. '
At this point, Eugene Prop-
per was in the process of re-
signing from the United States
Attorney’s office to practice
law in Washington and write a
book on the Letelier case;
Lawrence Barcella suddenly
found himselt in charge of the ~
Wilson-Terpil case. Barcella
agreed, after being shown the
work sheet, to permit Wads-
worth and Pedersen to {ly to
California and interview.
Brower once again. Wads-
worth and Pedersen-had dis-
covered that the work sheet,
onwhich Brower had listed the -
type and weights of the explo-
sives ordered by Wilson and
Terpil, precisely matched the
bills of lading for a shipment of
explosives that week: from .
Brower's factory. The Govern-
ment now had its evidence.
Over the next year, how-
ever, Brower stubbornly con-
tinued 20 insist that he knew

- pothing about illegal activity
* inthe United States. In twoap-

before the Federal
grand jury in Washington, he |
danied that _the conspiracy
meeting in August 1978, as de- |
scribed by Mulcahy, ever tock
place. But the evidence, in his
own handwriting, proved to be
overwhelming and Brower
‘eventually agreed to cooper-,
ate with the prosecutors in re- .
turn for dismissal of all but -

) cpe of the charges against him

— conspiring to ship explo- |
sives with the intentto use un- -
in late 1980, Brower acknowl- |
edged that Mulcahy was right; - i

-_cONTlNUED
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: magtbmhadbeenakeymbeﬁng
_.August which resuited in this*initial
- shipment of the timers and explosives

toUbya.Heisncwsuvingafmr- l

month prisan sentence. =~

* Mulcahy describes Pedersen and
Wadsworth as the herces in the case
that no one in the Federal Govern-.
ment seemed to want: *“They worked.
on their own time, in their own cars,

i

because thiey knew there was truth in

what | was telling them. What they
didn’t have was proof. . ... They were
constantly being toid to close the in-
vestigation, but they told their superi-

ors that if they wanted it closed, they

. could sign the file shut themselves.”
Mulcahy says now he believes that
.the-laggar’ pace- of the prosecution
was nua due 10 a Gavernment cover-up

but rather — more frustrating — was
the result of bureaucratic inefficien-
cy, rivalries, petty jealousies and
what he saw as “‘a simple lack of com-
mitment” in the United States Attor-
ney’s office. He says, too, that the
F.B.lL, the Bureau of Alcochol, To-
bacco.and Firearms and the Customs .
Service were reluctant to share infor-
mation with one another at a time

when Wilson and Terpil were continu-
ing to expand their involvement in
Libya: “My most vital concern was
that Wilson’s and Tergil’s activities
eventually would result in a lot of
deaths in the United States. Only then
would the full reseurces of the United
States Attorney’s office he commit-
ted.™
The revolving door in the United
States courthouse was still another
complication. Carol Bruce was as-
signed to the case in 1979. It was her
first assignment to-a major crime,
and she began, as-her predecessors
had, by reviewing the files and spend-
ing hours with Mulcahy. He was en-
couraged once again: *““‘She was like a
- breath of fresh air. She understoed the
case and grasped its importance.”
Coming to- it late had an advantage;
Carol Bruce was able to add objec-
tivity to what had evoilved into am

emotional - dispute- and series - of.

competitions among the investigative
agencies. "She came in with a chain
saw,” Mulcahy says, “and got things
_on track again.” In late 1979, Carol
Bruce and Mulcalry had hunch, and
. the young

Inter-Technology.

prosecutor explained to !
Mulcahy that he had to continue to-
cooperate, and that he had to testify |
publicly against Wilson and Texpil at !
a trial. If he continued to insist that he-
* would not do so, she warned, he could
be indicted himself for his technical
_ viclations of the Iaw as president of

son’s attomey made clear that he
would invoive the C.I.A. as a major

component in his client’s defense if !

the Government chose to indict Wil-

_ son._At one point, Federal officials
,said,Glanzerseemedtosuggostthat

he wouid offer the prosecuters valt-
able information about the Letelier
case in return for the dropping of
charges against Wilson. The prosecu-
tors also were offered a& chance to-in-
terrogate Wilson in Europe, but they
refused to do s and insisted that any
plea bargaining would have to include
a jail term. Glanzer, asked for his
view of the matter, said, *“I can’t com-
ment on the Federal prosecutors’
thought procesa, and I'm notcom-
menting on mine.’”

Inlate December 1979, Frank Terpil

_and an accomplice were arrested in

New York in the culmination of a se-
cret operation in which two New York
City undercover detectives posed as
Latin American revolutionaries anx-
ious to purchase any kind of weapons.
The investigation, led by the office of
Robert M. Morgenthau, the Manhat-

‘tan District Attorney, accumulated

hours of taped conversations involv—
ing Terpil, who was trying to impress,
as usual. In one tape, Terpil bragged
of his ability to seil any weapons, in-
cluding missiles, and told of his team

of former Green Beret experts who

were-willing-to- travel-anywhere- to-
train terrorists. By then, Wilson’s and

Tespil's team had been at work for
" . maore than three years in Libya. The .

New York evidence was shared with
Washington, and was considered es-

sential — although much of
what Terpil revealed had al- .
ready been provided to the !
Government by Muicahy. “I
heard Frank was singing likea
bird,” Mulcahy says.

Terpil was charged shortly
after his arrest with illegal
weapons possession. Some of
the New York authorities who
handled the Terpil investiga-

, tion privately raised questions

about the slow pace of the Fed-
eral inquiry in Washington. ,
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*This is one time,” said one
senior official in New York,
*‘that I*d want to be appointed
as a special prosecutor [in
Washington] or an assistant
United States Attorney for
about six months.” His obvi-
ous point was that the Wash-
ington case against Wilson and
Terpil should have been ban-
dled much more expeditiousty.
The New York official ac-
knowledged, however, that the
case in Washington had been
severely hampered by a ““lack
of help from the investigative
agencies.”

In April 1980, four months
after the arrests in New York,
wilson, Terpil and Brower fi-
nally were indicted by a Fed-
eral grand jury in Washington,
Terpil, who had been released
on bond after pleading not
guilty in the New York case,
was arrested a few days later
by Wadsworth and Pedersen
at the Secret Service training
academy in suburban Mary-
land. At the time, characteris-
tically, Terpil was attending
an industrial-security show,
looking for equipment that he
could sell overseas. The Fed-
eral ‘indictment centered

around conspiracy charges .

stemming from the August
1976 meeting in the office of

conspiring to assassinate the
Libyan dissident.

CONT. INUE D
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_Inter-Technology, as depicted "
in Mulcahy’s grand-jury testi- |
mony. The indictment also ac- |
cused Wilson and Terpil of |

Mulcahy’s :
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relief over the indictments
was short-lived, however, be-
cause a Federal magistrate
subsequently reduced Terpil’s
bond from $500,000 to $75,000,
of which only $15,000 had to be
put up in cash. “To me, it was
the most absurd thing in the
world,”” Mulcahy recalls. *1
knew he was going to split — 1
knew him, his’ life style, the
fact that he had at least six dif-
ferent passports.” ' Mulcahy
also knew that Wilson and Ter-

pil had been quietly disguising -

their ownership of their busi-
ness ventures and properties
in the United States to avoid
Federal seizure. ‘] took the re-
duced bond as a reflection of
the importance the Govern-
ment attached to this case —a
$15,000 cash bond when mil-
lions of dollars and the re-
sources of the Libyan Govern-
ment were at his disposal.’”

On Sept. 3, 1980, more than
four months after his indict-
ment in Washington and the
day before he was to begin
trial on the New York charges,
Terpil fled to Europe.

With Terpil jumping bond,
and Wilson choosing to remain
abroad as a fugitive, Mulcahy

- concluded that it was time to
- get out. He had accomplished

very little by his four years of
cooperation. So he moved to
the Middle \’est.

There were questions that -

still disturbed him. *Why
didn’t the C.I.A. cooperate
fully and aggressively with the
United States Attorney’s of-
fice? Why didn’t the Govern-
ment ask the agency for its
assistance in locating and ap-
prehending Wilson and Terpil?
Why wasn’t a combined Fed-
eral task force set up to coordi-
nate the investigation? Why
wasn’t a special prosecutor
used? Why did the F.B.1. give
this case such low priority?
Where are we going to find
Qaddafi’s bombs in the future?
What does it take — short of a

big body count — to get the at-
tention of the Congress and the
White House to a potentially
lethal situation? What is the
responsibility of the United
States to the world in a case
like this?*’

Mulcahy returned to Wash.
ington late last year ready to
end his own involvement with
the prosecutors. ‘I had been
forced to live a lie,’” he says.
*I had often lived under an as-
sumed name, with a car and a
business registered in other
people’s names.” By that
time, Mulcahy had set up a
successful construction busi-
ness,-specializing in historical
restorations. He began re.
search for a book on his experi-
ences, but that did not solve
what he viewed as his immedi-
ate problem: ‘‘How to exorcise
my entire involvement with
the case.’”” What he learned in
early 1981 convinced him that
it was time to take a step he
had not contemplated before
— going to the news media. A
forrmer C.ILA. colleague —
Mulcahy will not say who —
told him that Wilson and Je-

rome Brower had conspired in

- late 19877 to ship 40,000 pounds
of C4 plastique to Libya, the

_largest il'legal shipment of ex-

Vi A etmena o

| plosives known to Federal in-

vestigators. Mulcahy later
confirmed that what he had
heard was true — the ship-
ments had been made from a
Texas airport in the fall of
1977, aboard a chartered DC-8

of Wilson’s firms, Around

i World Shipping and Charter-
ing, of Houston, Tex., was

i known to have been involved.

NEW YORK TIMES

. company had made a profit of

! “What I felt was absolute hor-
" ror,” Mulcahy recalls. I was

cargo jet. An employee of one

¢
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Brower and his California

$1 million on the C4 shipment
alone, Mulcahy was told.

horrified that they could have
shipped explosives in that
quantity, involving as many
people as they did — lawyers
from two different states,
commercial airlines, commer-
cial freight forwarding compa-
nies — and not have been de-
tected. There had to be a cast
of characters of more than 10
people, inciuding pilots and
the companies that sold the C4.
When [ learned of it, the ship-
ment was more than three
years old and the F.B.I. and
the United States Attorney’s
office were fully aware of it.
Yet no one had been charged,
or even called before a grand

jury. That was the final factor -
in my decision to go public.
The only option left to me was
the press.”

In interviews a few weeks
ago, prosecutors at the United
Staces Attorney’s office de-
clared that the case still was |-
open and that more indict-
ments would be issued before
the end of summer, expanding
the ranks of those known to
have been invoived in the Wil-
son-Terpil operations. Some
former C.1.A. officials, among
them Ted Shackley, are known
to have been talking with the
prosecutors, and apparently
have been shedding new light
on_Wilson’s connection — or

.. lack of connection — to the
- agency. Meanwhile, Frank

Terpil was tried in absentia by
New York City authorities on
10 conspiracy and weapons
charges, found guilty and sen-
tenced, June 8, to 17 2/3 to 53
years in prison, the maximum.
Mulcahy believes the Gov-
ernment is now focusing its at-
tention on the lesser lights who :
flitted about the Wilson-Terpil

_ operations. He knows that Wil-

son operated in Washington so :
freely because of his ability to
reachinto the top layer of Gov- |
ernment and Congress; be- |




Declassified in Part - Sanitized Copy Appro

s

.
5y, D

cause of his connections in a
city where connections are so

' important. Mulcahy also
i knows that Wilson and Terpil

are not the only former C.I.A.
and military men selling infor-
mation and materiél to the
highest bidder. Most impor-

. tant, Mulcahy believes that

the United States Attorney's

" office in Washington. was

guilty of what he calls “Gov-
ernment complicity by omis-

-sion” by not demanding that

Federal agencies, at the very
least, cut off the flow of men
and terrorist equipment to
Libya.

Muicahy remains a believ-
er: He believes in the value
and importance of the C.L.A.
and the due process of the
American judicial system.
“The. system can work,” he
says, “‘but it can’t work unless
the people who are the system
put it to work.” If he had it to
do again, he says, “I know I
wouldn’t have approached any
Government agencies. I would
have taken every document I
had to the White House or
hand-delivered them to the
most responsible journalist I
could find. I'd never go to a
Government agency again —

because of the way I was treat-

NNy 1 ULDLD 11iMpd

ed, the -lack of commitment
and the half-truths that I've
heard for the last five years.”
Edwin Wilson could not be
reached for comment. Some-
one who answered the tele-
phone at his office in Tripoli
declined to give his name and
hung up when asked to take a
message. .
Despite the formal disa-
vowal by the C.1.A., Wilson re-
mains an outsider who knows
a great deal about secret
American intelligence activi-
ties. Last August, four months
after his indictment, he was
seized by officials in Maita and
held in custody for more than
three days. Somehow, before
he could be turned over to
American authorities for ex-
tradition to Washington, he
managed to flee, flying from
Malta to. Heathrow Airport
near London on his revoked
passport. Federal ~officials
now suspect a $10,000 payoff
through a laundered bank ac-
count was made in Malta on
Wilson’s behalf. There are

those in Washington who be-’

lieve that, even today, there
are some elements in the
C.I.A. who protected Wilson in
Malta and wilf -“continue to
shieldhim.® =~
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