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UNITED STATES COURT OF APPEALS
FOR THE
DISTRICT OF COLUMBIA CIRCUIT

SPECIAL PROSECUTOR DIVISION

REPORT OF THE ATTORNEY GENERAL

PURSUANT TO 28 U.S.C. § 592(b)
No. ¢

SUBJECT: DIRECTOR OF THE CENTRAL
INTELLIGENCE AGENCY.
WILLIAM J. CASEY

In accordance with Section 592 of Title 28, United
States Code, as added by the Ethics in Government Act of
1978, Public Law 95-521, I, William French Smith, Attorney
General of the United States, make the following report
concerning the receipt by the Department of Justice of
information regarding an alleged criminal violation by
William J., Casey, Director of the Central Intelligence
Agency.

1. The Allegation. On January 7, 1982, an articlei/

appeared in The Washington Post alleging that William J.

Casey had lobbied public officials in the Treasury Depart-
ment and the Internal Revenue Service in the period June
through September, 1976, seeking changes in agency policy

on behalf of a forelgn client, the Government of Indonesia,

1/ A copy of the article is attached as an Appendix.
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without having registered with the Attorney Generazl as an
agent of a foreign principal.

2. Statutes Involved. The Foreign Agents Registration

Act ("FARA"), 22 U.S.C. § 611-621, and its implementing
Regulations require that no person may represent the interests
of a foreign principal before any agency or official of the
United States by seeking changes in official policy without
first registering with the Attorney General. Section 618

of FARA provides that wilful failure to register as required
may be punished by a fine of not more than $10,000 or by
imprisonment for not more than five years, or both.

3. Investigation. Because the information in the

article ralsed the possibility that 22 U.S.C. § 618 may have
been violated by a person subject to the Special Prosecutor
provisions of the Ethics in Government Act, the Department
of Justice, pursuant to 28 U.S.C. § 592(a), conducted a
preliminary investigation of the matter. In the course of
the investigation, the following information was developed:
a) In April of 1976, the Internal Revenue Service
issued a private letter ruling to Mobil 0il Company, which
concluded that certain payments to be made by Mobll to the
Government of Indonesia's oil development arm, Pertamina,
under proposed oill productioh sharing contracts would not

ualify as an Indonesian "income tax" anA thus could not
y
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be credited against Mobil's United States income. It was
anticipated that a Revenue Ruling of general applicability
would be forthcoming. Both the affected oil ccmpanies and
Indonesia were concerned about the effect the anticipated
Ruling would have on their contracts and the profitability
of their jolnt ventures to develop Indonesia's oil resources.

b) On May 19, 1976, Indonesia retained the law firm
of Rogers & Wells to represent its interests before the
Internal Revenue Servige with regard to the tax credit
issue. At preliminary meetings with Treasury Department
officials, Indonesia wyas advised that the best course
would be to amend its tax code and its contracts with the
01l companies to conform the oil company payments with
the IRS definition of a creditable foreign tax. Indonesia
decided to pursue this course.

c) On June 30, 1976, William Casey, then counsel
to the firm of Rogers & Wells, became involved in the firm's
representation of Indonesia. Over the course of the fol-
lowing three months, he obtained appointments with high
officials of the Treasury_Department and the Internal
Revenue Service, attended several meetings as counsel for
Indonesia, and made a number of telephone calls in behalf
of the client.

d) As many participants in those meetings as

could be identified and located were interviewed in the
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course of this investigation, including Mr. Casey himself.
Relevant documentation was obtained from the Treasury and
State Departments, the Internal Revenue Service and the
law firm. The evidence developed in the course of the
investigation indicates that Mr. Casey's representation
of Indonesla was limited to efforts to obtain, as expedi-
tiously as possible, an agreement with the Internal
Revenue Service as to the changes that would be necessary
in Indonesian o1l production sharing contracts and tax
code to ensure that payments made under the contracts
Qould be creditable under the United States tax law.

At all times, the fact that Mr. Casey was representing
Indonesia was made clear to those officials with whom

he was dealing. The evidence does not support a conclu-
sion that at any time Mr. Casey sought to persuade or
influence officials to change any agency policy.

4. Analysis and Conclusions. Pursuant to the

Special Prosecutor provisions of the Ethics in Government
Act, I must determine whether this matter warrants further
investigatlon or prosecution. It is my conclusion that
it does not.

FARA is a disclosure statute, with its focus on
protection of the integrity of the government's decision-
making processes, accomplished through a requirement that

agents seeking to influence United States government
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actlon to the benefit of foreign clients register with

the Attorney General and make certain disclosures regard-
ing their receipts, expenditures and activities. The Act
and its implementing Regulations define who must register
and the information that must be disclosed publicly; exempt
certain types of agents from registration; and define the
administrative and judiclal remedies and penalties appli-
cable to violations. Wilful failure to register as
required is subject to prosecution as a felony.

Because there is no dispute that Mr. Casey was an
agent representing a foreign principal before officials
of United States agencies, and that he was not registered
with the Attorney General, the focus of this inquiry cen-
tered on whether or not his representation fell within one
of the established exemptions to the registration
requirement. The exemption involved in this caée is the
so-called "attorney exemption" codified at 22 U.S.C.

§ 613(g). This section exempté from the registration
and disclosure provisions of FARA:
(g) Any person qualified to practice
law, insofar as he engages or agrees to
engage in the legal representation of a
disclosed foreign principal before any
court of law or any agency of the Govern-
ment of the United States: Provided,
That for the purpose of thils subsection

legal representation does not ineclude
attempts to 1nfluence or persuade agency
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personnel or officials other than in

the course of established agency pro-

ceedings, whether formal or informal.
By regulation, in 28 C.F.R. § 5.306(a), "attempts to influ-
ence or persuade" is defined as efforts to alter official
policy or influence its»formulation. Thus, so long as an
attorney's representation is limited to negotiiations with
agency officials within the context of established policies
and procedures, and the client's identity 1s disclosed to
the agency officials by the attorney, there is no registra-
tion requirement.

The evidence developed 1n this preliminary investigation
indicates that Mr. Casey's activities on behalf of Indonesia
clearly fell within this attorney exemption. His client was
disclosed to each of those agency officials with whom he
dealt, and hils representation was limited to negotiations
to reach agreement on changes to be made in his client's
production sharing contracts and tax code, in order to con-
form to the IRS's policies and procedures. . The evidence
fails to disclose any effort to persuade the Treasury
Department or the IRS to alter those policies.

Mr. Casey's representation of Indonesia was open and
above-board, and his disclosure of his client's identity
as requlred by the attorney exemption to FARA is evidence
of his good-falth efforts to comply with the requirements

of the Act.
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The specific allegations in the Post article to the
effect that Mr. Casey "was advocating specific changes in
tax policy" and "attempted to win a favorable policy change
for Indonesia™ are not supported by the evidence developed
in the course of the preliminary investigation, and given
the scope of the inguiry, it is unlikely that gvidence to
support the allegation would be developed through further
investigation.

In conclusion, I find that these matters have been
thoroughly investigated and there is insufficient evidence
to support a criminal prosecution. Therefore, I hereby
notify the Court that I find this matter to be so unsub-
stantiated that no further investigation or proéecution
1s warranted and that no Special Prosecutor should be

appointed for this matter.

Respectfully submitted,

ie2
[L4

DATE § )

Attorngy General of the
United States
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The Washington Post, Thursday, January 7, 1982, Page A-1
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Casey Lobbied Without Registering

By Patrick F. Tvler
Vadringion Fou et Wriger
Wiliam J. Casey, mt a private low.
yer working for the Indancsian gov.
ernment, bohbied top officials aof the
Tressury Department in 1976 for
multimillion-dollar changes in the
US tax law withaut regintonng re 8
oreign agent.
’ C:Q:.‘eml Centra! Intelligence
Agency director, has contended in
pret Senate inquires thut.lv- per-
formed limHed lexal mervices and
gliended “informational meetings™
with Internal Revenue Servier offi.
gials But gvernment docyimenta

ptrained by The Washingtm Tomt
indicate that Uswey wmn advncating
wpecifie chaner In ax policy outside
eriablmhed channels with tep palit.
ica! appointess of the Ford admin.

feiration, meluding Tressury Secry.

tary Wiliiam F.. Simon,

The iwue of whether Casely !

should have registered s 8 foreign
egent i under Justice Deopartment
review [allowing Iast fall's Senate
Intelligence  Commitlee  inquiry,
which conclided Casey wre not unfit
to serve s director of the CIA. Stan.
fey Sporkin, CIA gencral counsel,
has maintained that Casev ws mot
wequired 1o mgisier & B ﬂﬁh
Cey's tepriventation 1 iy
e, & documentad by midicitady
from the TRS and Y, ¥
flar to the came of Pt b
Ciflord and Prul Waernke, bt !
mer high grermment officlab. Thay
were required Lo regisier @ foreign
sgents for Algeria in 1975 phar Ju-
tice officlals learned that thn tak
had met in 1971 with US. gokirk-
ment officlals In an atteerp{ to @
:l'fiu Export-Tmport boars & -

Approved For Release 2006/01/03:’@%3

btmmmpoooom

« In many inftances. the Justice
Depsrtment requires  registration
after the fact In 1980, Premident
Catrer's brother, Billy, sl was
forced Lo register for his 14byan rep-
renentation, which caumed emhar.
reument to the sdministetion.

A Lwyer representing s elient,
tnchuding a foreimn govemment, in
o “eaisblished proceeding™ auch aa
o RS wx ruling conc ™ ot re.
quired {o register as & foreign agent,
but i suppoed to register if engaged
in “political sctivity.” The law de.
fine that & any action intended to
“persuede or in any other way influ-
ence any agency or official of the
United States ... with reference tn
formulsting, sdopting or changing
The domestk of foreign policies of .
the Vlnited States L, ., "

Ducutnente and interviews with
formes of{iciale ahow thnt Casev met
firet with the treanury aecretary and
the sasistant secrelary far tax policy,
8 State Department official and later

with [RS officials, urpi IRS ta
put aside s objactions Xoe, Indo.
neeian  production conacty with
major American bil companies and
the claims for tax credits for over-
sexs Laxation. In 1978 the IRS came
around to the position fsvored hy
Indonesia. o

On July 8, 1976, Casey met with
Simen and his aasistant secretary for
tax policy, Chatles M. Walker, to
onlist their aid. Walker bollowed the
meeting by wniting o July 9, 1976,
memorandum to then IRS Commis-
sioner Domald C. ‘Alexinder urging
him to expedite néw tax rulings.

I an interview ThiE week, Alex.

ander said that Simon and Walker

becerse involved in the foreign tax
credit question. *T fust thought the
IRS ought to have called them the
way we gaw them without regard to
politica! considerationa.”

Both Simon and’ Walker said re-
cently that they do not recall the
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Attorney Geners] William French
8mith, in the most recent policy
staternent on foreign agent registre-

ﬁaxuﬁm:w‘dmhtﬁﬂhlhm

m require “complete

. public diaclosure by persors act
for ot in the intetests of foreign prin-=
cipals where such sctivities are 1
litica! in nature ot horder on the po-,
litical”

Casers argument that he ww o
required to register a9 & foreign
agent centsrs on the éxamplion for
stlorneys performing bega! merviced
in wha! the law calls an “estahlinhed
agency prooreding.”

IRS regulations specifically state
that only US. taxpayers msy apply
for TRS rulings in an eatabliahed
agency proceeding, which requires a
formal application and specific sab-
misions Casey made no such apiii.
eation and inatead attempted to win

a favorsble policy change for Indn.
nesia by going thraugh (np ‘Creasary
uwlficialn

Justice spokeaman Johh Ritwell
said yssterday that private lasvers
hsve an oblgation (n register s
agrnis of foreign clienta *when they
attemnpl  to influsnce or persusde

mmmtnl nfTicials, except in setab-

Yed! sgency proceedings.”

*Ir olher words,” Russel! said, “ar
gumests roust be made in a procsed-
ing rether than informally up on the
Hill or over the breakfast table or in
private mestingn in the executive
branch. 1t has to be some sort of fo-
rum, such sz 8 courl or & hearing ®

Another knowledgeshle Justice
Department official who amked not
to be named said that the crcum.
stances described in this story would
normally require lvgt'alntion -
foreign agent.

The Indoneslan tax mltw begm
in May, 1976, when major ol! corn-
panies opersting in Indondsla, in-
cluding Texaco, Atlantic- Richfield
and Mobil, were put on notice that
the TRS would no konger trest their
*production sharing” arrangements
with the Indonesian government ss 8
foreign tax that could be deducted
from US tares. - -

i

On June §, lm of Caseyy
Pﬂmn at Ra(m Wells, Peter R.
letter ‘hugmy

fntemnational Tu Camd Robert J.
Patrick Jr. o ool uwp mtm‘

*Rogers & Wolk was h by the
government of Indonenia ... to ad
vhhmnnbmmhh
terna! Revenue ‘Service's objections
to the procedurs for coflecting Indo-

On iy 3, 1%,
Kimon and Walker and hv-!d %0
them & sever-pagpe memortndin ’
The themo stated that Cawy and
Rogers & Wella "have been instrunt-

142 by the Indonestan mnmm

use our best efforta . .-, to develof

procedure for the pmmpt oﬂ'ﬂ

publication of a statement fo

efTect that Indonmian income thu
.will be alighle for the foretgn

mnedlLelLHermlhelomdl

pubhc (I'R.S] revenue ruling of cﬂr

The nexl day, Walker wrold l
memorandum to then IRS commn-
sionetr Alexander teliing him that the
Indonesian case could heve w
icant influence” on the foreign ep-
erations of the American ofl indus-
try. He expresred his opinion thet
the Indoneslan government “with
the advice of New York lega! eoumn-
sel” had adequately modified Hs ol
contracts to get in line with RS re-
Quirementa and would be seeking ro-
comiderston fn the near future.

T peme tat” Wake ok
duded, "In v}e& of ﬂ:ﬂ treivéndous.
mpor!m of this ma thg ﬁa‘ﬁ\
onming ruling request will be

dited by your offace.” r.
On July 14, 1976, Casey 02
t}mRogm&Wc!huurnq

mt;&k:u&n&emsmb
oner ihers

;I.MIRSo(I'mh l‘oraw-ﬂﬁ'

Approved For Release 2006/01/03 : CIA-RDP91-00901R000100300007-0

“Since neither Pertiming fte o
llocmlanmuoﬂmpmylu
" donesis met the later g :
! some other entity such s 0 US,
ooinpahy would have to
'Qnurvicebefmnomﬁdma
finitive answer on the taz credR®
___The confetence report, witttes”
RS }t:chnu! branch sttorney $w-¥
ven . Hahnes,
fhemo which ‘ﬁu\‘é
Mmumwzt&crdeh

wm disuribuiad 1o IRS partiSpertg s

On July 29, Cancy sent Withens
mn page of sdditiona! nforma-
tion abrut propomed changm in the
Indonesian tax structure.
Former IRS officials said thi

det:
X

4

l week that none of these actions were

i part of an “established agency pro-
1 ceeding” aince Casey's foreign client
| had no standing to request an IRS
reyenue ruling.

‘*That's not an aub!uhed sgency

roceeding when he's ng to the
F!‘runur;f uecretary. former
IRS commissioner Sheldon 8.

Cohen

One TRS branch chief, John L
| Crawford, said in an Aug. 17, 1976,
internal note, “The memorandum
submitted by Rogers & Wells on he.
{ hall of Pertamina ... does not af.

(Tord any heris for 8 conference with
Pertamina's repreeentatives.” He
edded, *1 think further conferences
would be counter productive.”

} In 8 subsequent meeting -
quested by Casey on Aug. 30, anoth-
er onnference report showa thal

Withers repeated his point several
times, “Mr. Wither hegan the ton-
ference hy observing that a request
for & ruling [hy & US. taxpayer}

.. . han not heen received.”

- But the discussion continued, oc-
cording tn the conference report.
*Mr. Casey indicated that in consid-
ering the uil companies” poaition R
was important to Indoncaia tn de-
termine what the service will require
in the way of a creditable tax.

*Mr. Withers responded that the
service must (oll the taxpayem di-

| rectly onncerned whether the tax i

creditoble rather than going indirect- -
ly through Indonesia ”
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The report adds, “Mr. Caney sug-
gested Indoneaia should be afiorded
some statur to negotiate with the
oervice, citing the example of tax
Gresties which are negotisted by the
foreign government aithough the
provisions affect US. taxpayern®

But the IRS official reitersted to
Casey that s revenue ruling involv-
ing & US. taxpsyer war not similar
10 & treaty between two govern:

. menta Casey relented by saying that
his law firm would *work with the oil
tompanies to expedite submision of
8 ruling request *

By the end of Aupust, the IRS
hed noted in ita filee that it had re-
fused Rogers & Wells' request and
continued to wait for a U.S. taxpayer
to make s formal application to ini-

tinte an establishad! agency proceed- |

4 2 :

The e wes carried owd Inbo
the Carter sdminitration whers
there were high-leve! discussions on
whether top Treasury oficiak
should get involved with the IRS de- |
Cision-making process.

Al‘tarA:miden? whether to take
nction, Amsisiant Treasury
C. Fred Bergsten told Secretary W.
Michae! Blumenthal in a Sept 23,
1277, memo that, “There are strong
arguments® againgt intervening B
the IRS deliberatiom.

“It would put the US. . goverd.
ment in the questionable pasition of ‘
politically inlervening in the tax wul.'
ing process for the benefit of a for-'
eizn government,” sceording to the
memorandum. -

Carey's work for Indormals fol-

by six months his departure

from the top post st the Exportg .
Import Bank, which durtrg his tah-
ure had supported & multimillion-
dolar lending program for technionl
developroent in Indonesis.
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In 1977, & your after the fimm
betan work for Indonesia, Rogers &
Wells registered as & foreign agent
hecause “the firme formew 4 possible
peed tn move to an sdvocacy posi.
tion with respect tn the IRS” ge-
cording 1o & letter supplied to the
;&M& committee. The firm% reg-
Wiration statsment said the oly

| Peter Puer,

Fisher described hin
“Lega! representation before govien.
mental departments or sgencies ' of
‘the United States in connection with
obtaining United States foreign ta
-credit for Indonesian income
:::.by United Staten ol echme.

On Kis registration formn, Figier
was asked what politica! activitiirde
pight undertake as i apent .
donesia. Fisher replied, 1.3
called upon o present facts )
guments before appropriate gowizh.
ment. agencies 6 officlals Witk 1.

i Spect to changee in Indorweian Ma

laws and proctices and scoeptelle
thereof by such agencies o oﬂut'
In 1878, the IRS reinstated M.

| eign tax credita in Indonesia, o,

Stwaff writer Charles R. BeSdloh
eontributed to this erticle.
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UNITED STATES COURT OF APPEALS
FOR THE

DISTRICT OF COLUMBIA CIRCUIT

SPECIAL PROSECUTOR DIVISION

IN RE REPORT OF THE :
ATTORNEY GENERAL PURSUANT : No.
TO 28 U.S.C. § 592(b), No. :

MOTION OF THE ATTORNEY GENERAL
PURSUANT TO 28 U.S.C. § 592(d)(2)
FOR LEAVE TO DISCLOSE REPORT

Pursuant to 28 U.S.C. § 592(d)(2), I hereby seek
leave of the Division to disclose the contents of the
"Report of the Attorney General Pursuant to 28 U.S.C.

§ 592(b), No. »" filled with this Court on

This report concerns the preliminary
investigation into allegations that William J. Casey
attempted to influence policy decisions by the Internal
Revenue Service and the Treasury Department on behalf
of a foreign client, without registering as an agent
of a foreign principal. The substance of the allega-
tion underlying this report was reported widely by the
news media. In these circumstances, I believe that it
is in the public interest for the Court to grant leave

pursuant to 28 U.S5.C. § 592(d)(2) to permit me to
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disclose publicly the report submitted to this Court

regarding these allegations.

. Respectfully submitted,

Attorney General of, the
United States

Dated W Z/(/f’)
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2 DEC 1999

Mr. Casey has made the following statement after reviewing the
Senate Select Committee's report:

I am pleased that the Senate Intelligence Committee, after an
exhaustive investigation, has reporgjpd nothing which reflects on:
the integrity, the business practices and the ethical standards
in which I have always taken pride. I look forward to continuing
to work together with the Committee to improve the nation's

intelligence capabilities.

Approved For Re\l\ase 2006/01/03 : CIA-RDP91-00901R000100300007-0



