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' USAGE Status as of 1SJune 1951

X4

‘1, USAGE's status as an agent in direct contact with POB rather than as .
"~ an agent of ZIPPER dates from early 1950: the decision to drop him, ‘
for refusihg to submit operational data on his intelligence contacts, :
was made by ZIPPER at a staff meeting held on 25 January Q and
direct contact was established by Pullach soon thereaffer.’ It was
believed by POB at this time that he was an experienced intelligence
operator who possessed an unusually wide circle of friends, acquaint- :
ances and contacts and whose grasp of bhe political intelligence ;
field throughout the Balkans, and to a lesser extent in western Europe,
could profitably be exploited. He was on the point of completing a
Rumanian study which had been under wgy for several weeks and it was i
expected that this study would provide the basis for the establishment i
of operations into the Balkans. Co

2, In March 1950 USAGE submitted a comprehensive "Analysis of the Austrian

IS Picture," complete with ten diagrams showing his contacts and all
of their rsmifications. At about the same time he submitted a list of

- GVA members which proved to be the most complete listing obtaimed to
date, and reported infarmation on GVA cover firms and other matters
which also was:of considerable value to our understanding of ZIFPIR,
His detailed and c amprehensive knowledge of all matters dealt with

. seemed to justify the decision to retain his services.

3. For the next six months (i.e., until aporoximately August 1950), USAGE
was permitted, largely because of Pullach personnel problems, to
‘operate free of any strict supervision and perhaeps without adequate - b
briefing on targets and priorities., During this period he submitted ' ,

a tremendous volume of reporhs, l4rgely on the internal Austrian
' gituation and larzely overt in nature, It becmme apparent that his
greatest efforts were going into the production of reports which were
" ‘of practically no interest to us, although they were valued by USI‘A
for political and analytical content, At the same time there was a . ..
great deal of general confusion on the sub ject of USABE and uncert.amty
as to the reliability of his repartage, because of his failure tc =~
supply information permitting identification of the sources of his.
reports and because USAGE and his operations were never organized on
a project basis. Considersle guesswork regarding sources was irdulged
in and a greatddeallef dissatisfaction with the caliber of his prcduction S
‘was .expressed, USAGE himself, however, was permitt ed to continue his , i
‘work more or less without gm.dance and unaware of his true status with =~ |
US intelligence,

" L4, On 2, August 1950, following a station reassessment of his operationa'l
*+  assets and record of production, USAGE was informed that his Austrian S
activities were to be sharp}¥ curtailed and that major emphasis was.to - |

- be placed by him on the developient and activation of his Hungarian = ..

" and Rumanian operational possibilities, He was instructed that it :
‘would be necessary for him to produce detailed operational inform at:.on;
which would provide adeauate basis for the evaluation of his reparts,
and that the political and sociological studies in whith he was' ! K

‘. interested (i.e., on Rumania) but which he had not yet produced,\were,(.

o be: de-emphasxzed unt.ll such time as he had estabhshed his-. ab:.ln.t’
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to mount operations. into the Balkans, He was given instructions, in
sum, both as to targets and operational rocedwes and it was made
clear to himthat his continued employment by POB would d-pend upon
his ability to reorient‘his work toward the collection of information
on satellite areas.

During the next six months' period, between August 1950 and March 1951,
USAGE again-identified his intellige nce conrections, now f armalized

as nets bearing alphabetical designations. These nets included several
Austrian as well as individual Hungarian and Rumanian nets, and their
identification considerably simplifjed the mass of infoxmation on USAGE
connections and aided the evaluation of the USAGE intelligence rotential.

" In the case of Austria, the data which he supplied larzely represented

operational informmation long overdue (i.e., the identification: of persons
or groups from whom he was already obta:.ning information or reparts);

the data which he submitted o nd Hungsry, on the other hand,
was in the form of specific proposals (plus '
background studies). In both instances there was provided the basis

for reaching decisions regarding USAGE's future work.

4s of 1{June 1951 the Austrian reporting has been greatly decreased
and specific instructions have been given to USAGE concerning his
individual Austrian agents and their future use; final decision on
USAGE's proposed Rumanian operations was reache'd fo 1lowing study of
the voluminous material submitted by him and he presumably has bsen
informed of this decision; aret similar consideration of proposed’

" Hungarian operations is nowin process. Attached are separate state-

ments giving the 1{June 1951 status of the three categories of USAGE -

:.)operations., el O WV'MMX z 2h co-call d MMW
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Tax Ivasion Incident

l.

2.

3.

v e .
Frior to 14 ipril 1951 USAGY requested authorization to sizn the name

~ Captain Albert ZISNER to a letter certifying that the USAGE cover firm,

AUSTRIA VERLAGS gmbh, Vienna, had been advanced certain schilling
amounts, which later had been paid back. The purpose of the maneuver
was to avoid Austrian taxation of funds used by the firm, and permission
was categorlcally denied. On 14 April USAGE signed the certificate,
however, using the full name Captain Albert A. EISNER, Headquarters
Field Survey Detachment, APO 541, Salzburg, atesting that the firm had
received deposits of 350,0C0 schillings in connection with a publicat-
ions project and had re!‘unded all of the money except 75,083 schillings,
withheld for expenses incurred; Subsequently, during the sourse of a
routine verification of the EISNER signature, tle Austrian Ministry.of
Finance discovered that the signature was not valid and became

interested in pressing charges against the AUSTRIA VERLAGS for falsificat-
ion of income tax returns. Representations were made to USFA, which
handed the case over to CID for disposition. The incident was first
reported by Pullach on 12 June and from this date until early September.
pressure for satisfaction was brought tg bear on CID, particularly by
the Austrian tax agent handling the case, MUELLMER, who stood to collect
a percentage of any fine levied on nﬂnbers of the AUSTRIA VRRLAGS.

The nature of the infarmation uncovered in the preliminary check made
by CID upon receipt of the case, as well as the general tenor of the
remresentations made by the Austrian government, made it apparent to
CID that the matter probably was one of intelligence. The case was
referred to our Vienna station through routine liaison channels, the
Pullach interest in the case was established, and CID was requested to
continue to forestall Austrian inquiries in the matter until decisions
could be reached on AIS action,

The case then hung fire for two months, during which time various
possible lines of action were considered., Confusing elements were
injected into the case in the form of questlonable items of informat-

/h/ d—uu sez4 lon on the cover firm and its activities ard personnel, but th e chief
7"0 -t;;v ~4 "4

decision which had to te reached was the-debermi-ratton—of whether any
efforts should be made to intervene on behalf of USAGE, and if so what

P ODsASE intervent ion was most desirable, or whether to permit hJ_m to extracate

Lrte s e,«zcc ets,

Mc’H"‘"'f

hinself, as he claimed he could do by having the matter pigeon-holed
in the Finance Ministry, Initial reactions were to assist USAGE rather

_L,than to permit him to make uncontrollable and unknown representations .
</ to the Austrian government, Further consideration of the risks

involved in possible interventionx(by attempting to backstop the

) o K
‘e r{" ‘: e falsified letter or by high level CID or other official approach to
v TG .the Austrian government), or by bribery of the tax agent, however, led
oo VELTi@ry to the decision to obtain a written statement from USA(E giving the =
) casig full details of the case, for possible use as a caitrdl instrument, and

to otherwise let the Austrian investigation run its course. It Was
calculated that during the course of such.investigation .and prosecution
bankruptcy proceedings against the director of the AUSTRIA VERLAGS,

Anton JETSCHNY, probably would result, and that the EISNER letter K
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probably would be identified as i‘orgery, since no American support
for its authenticity wald be of fered, Reliance was placed on
USAGE's telief that JETSCHNY woudd not involve him in any possitle
proceedincs against JETSCHNY, and his further belief that he wald
be able t o gquash within the Justlce Ministry any criminal charges
preferred against himself or JETSCHNY as a result of the forged
let ter,

Toward the end of August it seemed likely that the case would bs
prosecuted, since CID infarmed that it would be forced to answer

the Austrian charges by 31 August or face a formal complaint lodged

by the Austrian Finance Ministry with USFA. However, at about the

same time it was learned through JETSCHNY, who had been able'to offer
the tax agent's wife employment unknown to her husband and through

her to keep informed of the prozress of the case, that as of 4 September
the case was stalled because no information had been received from

'‘CID and that the entire case would be dropped if no additional informat-~
ion was received from CID within another four weeks. There the case
afparently ended., No information las been received on the subject

since September 1950.

Prior to the "conclusion" of the case, the following €l ements of the
situation became known:

a. The official Austrian investigation revealed to the Austrian
authorities that the AUSTRIA VERLAGS gmbh obviously was &
cover firm for other activities, since two of the four listed
partners were charwomen who received small sums from Anton .
JETSCHNY for the use of their names, and since no references
to the fim could be located other than z listing in the
telephone book,

b. The Austrian officials claimed to have obtained dozuments
pertaining to an account labeled "Konto Buchroitner Engelbert)!
maintained with JETSCHNY, according to the latter's statemerts
to the Austrians, by UN representatives, including American,
British, French and Soviet officers. JETSCHNY identified one
Captain TEPLIKOV, who was listed as having withdrawn more than
130,000 schillings, as a Soviet officer with whom he had had
dealings but about whom he was "afraid to- reveal more,"

c¢. The check made by CID revealed that Anton JETSCHNY was a well
known smuggler and bkackmarketeer in Vienna who had done
considerable work for USIA. Information presumably obtained.
by Pullach from USAGE further indicated JETSCHNY's ‘indebtedness,
to the extent of 300,000 schillings, to the Sovialist VORWAERTS
VERLAG and his intention at one time of approaching the
VORWAERTS VERLAG for political intervention on his behalf to
prevent bankruptey proceedings being instituted.

-During the two months in which the case was under revxew, the followlng
mqu:.nes or directives were sent to the field:
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a, OQutain ftLIl witien condeseisiy ivon. USAGE of <o satire lebterw

incident, to te weld as a Uossl‘blu ceasrol insirunent,
Vé.& Id 7 Lol S ’ 0 1‘ p '
b. Follow' vp USAGE~JETSCHNY connechion end ottain explanasion of

e 2. .,
JETSCRNY's reloations with tize Soviet ofiicer, PO e
- ¢. Pouch list of ZIPPER activities in Austria using the [

 cover.
Headousrters files contain a staterent that the conirol instrument was
being pouched by Pullach, but the docunent in guestion bas rot teen )
located. .No enswer has ever been received o the reguest for a follov—
through on JETSCENY znd his deslings with USAGE ard ot.:ers. -A staztement
giving the history of GVA uge of tle [ 3 cover was received, with a
statement $hat personnel %o vhom this type of documentation hpd been g
issued would be idem,l Sed at a later date (sce Cover File). u—‘/.x; = ‘,/
Aspects of the case ihich vere never clarified ox which are s+ill- ’qi_"(._,,_vé.: ¢
pending insofar as our files are coacerned include the follovding: =~ < ‘//

a. It was asswmed by CID thet the Ausirian government prodebly
did not reveal the fll extert of tie iaformation which it
had uncovefed in its investigzation of the AUSTRIA V"‘?LAGS.
Full consideration vesigiven 1o the razifications of this
.possibility vhen the risks involved in intervention on behalf
of USAGE were being discussed., A% present, howeverp lack of
_information makes it difficult to judge the degree of interest g
wvhich may have been takern oy e government in the iaformation
vhich it did obtain, or of the interest which may have been
“droused in keeping track of the firm and its activities and
pert\onnsl on & convinuving basis, alt wugh the case agaiast the
: cove;: firm epparently wes dropped. S
I
b. 'Db’ organization and functions of the AUSTRIA VERLAGS remain
“Jargely unlmova, as do USAGE's connections witk firm personnel,
JETSCENY, nhis bockground and activities, ete, Pullach indicated
on 21 August 19350 'that tie firm probably would »e eliminated
from the cover piciure as a result of the difficulties with the
Austrian tax authorities, tut %tiiere has teen no furtier.
inforzation on iiis subject.

¢.. No.indication has been made by Pullach (unless the control

- -document not now et hand clarifies this matter) as Lo vhether
any ‘degree of control vas i».fect established ober USAGE, or
of tie strength of any statoments hich may have Veen made to
hin indicating total disapproval of his action, It seems
likely that no such effect was ever achieved in view of the
fapt tha," the Austrian government never took at uion aag.l‘ISu hll...n
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Austria

1. The following information was provided by USAGE on those persons or
groups from whom he obtained reports or information on Austria:

a. A4A net

AA 1

EREEEER
U WY

b. CC net - USAGE headquarters staff, or direct USAGE contact,

cC 1 -fJUSAGE
CC.2 4 Anton BOEHM
cC 3 - e_von der TANN.

CC 4 - Walter HAUSHERR-

“CC 31~ Hermann FF AUNDLER-HADERMUR-
CC 12~ Josef WIRTH

.CC 13~ Wolfgang PFAUNDLER

" ¢. EE net - Catholic Church connections.

ES 1 - Father Hugo iDNTJOYE

EE 2 =i Father Marcel von CUTSEX
EE 3 - Pather Ludwig FRODL
EE 4 - Otto SCHULMBISTER

EE 5 - Otto MAUER

d_. HH net
HH 1 - Anton FELINER

Sub-sources: Oswald SERWALD, Rudolf chx Lothar cm:IL
Stefan SCHACHERMAYER, Otto BRUNNER

HH 2 - Karl KRAMMER
HH 3 - Philipp METZLER

Sub=-source: AUER fu,

HH l; Hans AMBROSIC
HH 5 - Fritz van TONGEL
HH 6 - Herbert KALHOFFR
HH 7 - Gunther BREKGSEHSS
‘HH 8 - Walter SCHNEEFUSS
HH 9 - Walter HAFNER

" HH 10~ Anton KRONBERGER

~ HH 11~ Otto BRUNNER- . e
muodesme Jh
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“~N 2, ~ .
MM net. v
MM 1 M 6 MY 11
MY 2 W 7 MM 12
M 3 MM 8 MM 13
MM 4 MM 9 M 1
M5 M 10 M¥ 15
NN net
NN 1
NN 2
NN 3
NN 4
NN 5
PP

PP l ~ Oskar MODELHART

' S8 1 --Okkar MODELHART (1dentz.cal with PP 1}
'SS'3 -. Otto PROBST "
. 88 5 = Fercdinand LINHART
' 58 6 .~ Josef WEISSKIND
S8S 7 - Ernst HALLINGER
/85 8 - Rupert ZECHTL
7T
T 1 ~-Wolfram BITSCHNAU

‘PP, 4 - Franz CERMAK )

TT 3 ~ Hans Jurg KIRSCH
- TT 4 - VEIEER, fnu =
. TT 5 - Leopold VOLIER
T 6. - Karl von NINKLER _

VWL w3 ws o q 3
w2 STV A w6 "

net - Austria.n Police and CI net covering land Salzburg and -
‘having connections in Vienna and Unper Austria. )

PP 2 - Karl HAGER : :
PP 3 - Friedrich uommff\

PP:5 ~ Johann .ANGERER // !

PP 6, - Gf=org EEICH'mm.

PP 7 <"Wilhelm LEHNER

PP 8 - Heinrich ZACH

PP 9 - Karl MEIEL

PP 10~ Herbert MODELHART - .

PP 11~ Johanri EMIG - 5,
PP 12-. Konrad SCHROECK . Tay
PP 13- never idertified

PP 1= never 1dent1f1ed ‘

\ = & K oL
net - Sociallst Party net covermg all of Austrla.,__v,

V’ -

SS 2 - LINSBAUER, fnu
SS 4 - GEIGER, fnu

net - Vorarlberg Secur:.ty Directorate wnit,

TT 2 ~ Wilhelm DIETRICH

T ot H-1+0 .




2, In March 1951, following the identification of the above nets and
separste station study of the informatiorn submitted, Pullach, Viemna
and Salsburg case officers jointly considered the question of USAGE's
position in the Austrian intelligeroce picture, and reached certain
decisions which further delimited his Austrian activities, These
decisions had the followiang effects on the nets which he claimed:

&, AA net = Net to be retainad enly if operational names and details
. were forthcoming and the net's reporting decame more
comprehensive; (ultimatum to this effect donvorod to

_ USABE prior to 7 April 1961).
b, 00 net - nadqwtou staff to bo cut down,

c. 1XE net -~ fntire net to be dropped follewing an :I.ntorrogat:lon ot
‘EB 1. (Pather Hugo MONTJOYN) on the subject of Freach
intelligence. -

d. HH net - HH.1 (Anton FELIXER) to be retained pending determination
-of- hic ability to mount an operation to obtain Gsech or o
' Anntriln 0B; entire net, except HH 3 (Philipp METZLER),
to bo dropped if no results are apparent within a brlot
pluod. HH 3 to be retained.

o. MM net - No ,doeiuono' reported,
f. ¥E net = No decisions reported,

& FP net - !ot to be eliminated except for one rolu'blo agent in
o Salsburgy lins and Vienna, PP 1 (Oskar NODELHARYT) to .
oz be retained, and urged to develop agent: poroon.nol in

/7 the Brituh snd French sones of Anstria. :

h. 98 net - 88 1 (identical with PP 1, Oskar MODELEART) to dbe
R retained; remainder of net to bd¢ idropped.

i. TE net - Fet to be dropped.

_ J. VV net - Net to be retained. Control and develspment of VV 4,
- : if and vhen he obtaians & post in. Bndnput. to be givu
pu'ticum attention; -

3. :!hul as of lme 1951, only one net (W) definitely is being retained; :
© the future of two nets (AA and HH) is in the process of being determined; -
.. ‘s-total of five agents are being retained from three other nets (XE, PP
- and §8); ‘the USAGE headquarters stagf (desigmated CC) is deing dut ‘
dowa; and all other agents and nets have been eliminated or are om tho

'precou ot being oliniutod (=2, o, ¥E, 85 sad 21), _

o _V 4. , novonr. althongh ra.irly clear cut dochiou regarding USAGE. lgon'n .
“ . have been made, there remain noticeable gaps in the informatiom which -
m 'boen rccoind on. thn vo.rim nots.’ Snch holes ncludo the follmdngz'

- B M ut - !nm. tarsotn and othor opeutional 1nfomtion hu nevor'f,,-
bm roccind. It ic probablo thnt a cortsin mnnt of .
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information 1s held in the field which has never been
transmitted to Washington, inasmuch as one pouch con-
tained the statement that . _~1 believed that the
net leader (AA 1, never identified) had numerous

contact possidbilities vhich possidly could be exploited.

No information has besn received on the directions, if any,
given to USAGE on the extent and manner of reduction of
staff personnel, persons to be dropped, etc., or on any
compliance by h8m with instructions, With regard to the
net designations, it will be noted that Hermann PFAUNDLER-
HADERMUR, Josef WIRTH and Wolfgang PFAUNDIER hawe been
identified with the designations CC 11, CC 12 and CC 13,
respectively, although their positions strictly speaking
as staff personnel is uncertain; /CC 13 4s known to be &
relative of USAGE by marriage and to be an unpaid souree,
Ho names have ever deen given for designations CC 6 through
CC 10, moreover, while CC 2 (Anton BOERM), and CC 3 (Inge
ven der TANY) have been identified by name and as steff
personnel, and CC 4 has besn identified by name. It 18 -
probadle that the CC group includes both members of USAGE's
headquarters staff and persons with wvhox USAGR maintaine

direct contact,

Results of the dedbriefing of EE 1 (Pather MONTJOYE) are
unknown as yet, The USAGE file contains no clear state-
ment regarding the separation of ME 2 (Father Marcel vaa
OUTSEM) from the EE net; USAGB originslly identified RE
personnel as iafluential Catholic officials with vhém he
maintains contact, It would appear, accordingly, that

the subject of van CUTSHM's alleged ability to defect

Soviet military personnel is a facet of the situation which
developed only recently, and that this subject is dbeing :
dealt with apart from any XE net consideration and in

- conjunction with MOB case officers, whe ultimately will

d. EH net -

handle any development of defection poesidilities. Thus,
the decision to drop the entire EE net follewing interrog-
ation of KB 1 spparently has been amended.to tnclude the
retention of ER 2 (Pather van CUTSEM), pendirg the rechipt
of further information on his operational possidilitSes,

No 1n:tomtion*hu been received on the outcame of the
action following instructions given to HH 1 .(Anton FELLNER)
on the development of new operations,  Information on the
HH net is confused by the fact that HH 1l's listed sudd
sourtes include the nsme of Otto BRUNNER, who &lso has an
HE designation (HH 11), although other lub-lomo do not;
this does not quite hinge with the Pullach statement that
all persons having higher letter/number designations were
merely sub-sources of the net leader, Targets for the
various net sub-sources can mswely bde deducad from the

type of reports received; no study has been made of the
reports produced by the nat but 1t would appear from stato~
ments made im MGLA's that HE 1's subesources produced’
information on KERNMEYER circle activities, while HH 8
(Philipp METZIER) concentrated on Coxprunist activities,

It is noted, however, that Count Karl-§iERAN, who hal now
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been droppbd. and who aever was given Any net designation,
produced at least one report, also received through USAGE,

on KERNMEYER activities,
o. MM net - No thSgets or diographical information #n‘swovor reported.
f. NN net - No targets or bdlographical information V&bowovor reported,

g. PP net - No designation has been made as yet of the reliable agents
who are to be retained from this net, and no information
. on the progress of FP 1 (Oskar MODELHART) in developing
nev ageat personnel hag been received,

h. VV net - The USAGE file contains no record of the names or targets
of the VYV net, and in particular no record of the identity

of W 4, (S atline no (M?MMW %M-M.‘

6. It will be noted that the USAGE files contain considerable correspondence
on the subject of reports evaluations, As indicated, strong statement of
dddsatisfaction with Austrian reporting wvas conveyed to USAGE in August
1950, In December of the same year, Pullach case officers met with
Vienna and Salsburg ltctmrnonnol to consider USAGE operations, among
other subjects. At b, time the complete and early %ermination of
all USAGE internal Austrian reporting was strongly recoxmended by the
Anstrisn staff, and the recommendation was accepted in principle by
Pullach, subject to ¥DM concurrence. In reporting to headquarters on
the matter, however, Pullach observed that evaluations of USAGER Austriaa
reports in general had been sufficiently favorable to make difficult
the jJob of directing USAGE to desist, citing worthlessness of reports,
There then ensusd & series of exchanges tstween headquarters and the
field on the question of USAGE reports evaluationsp with headquarters
taking the stand that evalumtions had been neither favorable enough nor
numerous enough to have been encouraging to USAGE, Thus, while everyone
(Vashington, Pullach, Visnna, Salsburg) seens to have beem in agresment
on the necessity for clamping down on USAGE's Austrian reporting, the
subject of the valuation to be placed o/ reports produced was reopened
and a certain latk of agreement on just what the calider of the
reporting had been was evident, Confusion undoudbtedly arose from the
fact that ZIPPER (at the time USAGE was employed by 2IPPER) and USFA
(vhich was the recipient of USAGE reports) were both primarily interested
in cove of the internal Anstrian scene; their favorable reactions
probably,influenced USAGE's continued and expanded coverage of Austrian
affairs, Headguarters became convinced that the Austrian reports shounld
‘be elimigated bdecause they were ouiside ol agency tlgjikot interest and
were not the product of clandestine operations, and was of the belief
that this opinion was shared by the Austrian field stations, Pullach
repeatedly cited favorable customer reactions (ORS, UNFA, otc.) to
reports, howsver, and disagreed as to the valuation made by Austrian

field stations, IFinal resolution was arrived at by March 1961, - .
porttenlaripy vith the joint decisions on disposition of the Austriam nets,
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6. Hoter 0013 (Yolfgang FPAURDLER), brother-in-law of USAGE) has beea

the subjeoct of discussion, as & possidle USAGE penetration of OPO,.
. —1 has Yaadled all digouesions with OPS on the matter,
as woll as corredpondence vith the fisld, the gmord. mbltanoo of

vhnb 1s not known at the ZIPPER desk.

uou-sseo. datod 1 Jume 1961, ocutlined USAGE's new proposal for 0B
coverage of the Sovsons of Mstris, Germany and the OSR. In essence,
the plan stated that Alots WIRSINGER, run by HE 1 (intom FELLNAER),
wvould leave for the OR at the end of June 1951 for & six weeks'

_ trip through the Soviet Zome of Germany sad the 0SR. Almost 2o
other Mornstioa vas fm.inhol.. (USAﬂ/nonlopmtn Project: snm.) .
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1. On 25 Au wat 1900 USAGE wae divachal to reoorisnt

, 5o oud medcr ophesls on t--: qul"" ion of his sab € Ouel

. Severrl aiscussions were “eld with im by _3 between vhig date and
12 Sepiembter wiin it vas reporvecd NSAY USAGF"s Tnoesiesn operatloral

possitilities consisted of two lerge Grovps, as J.ollows:

. . . - H
hiz ‘o ‘}: in sueh wey as i
o114

2. A long ronge oper: tionm cousisting of o sleeping net of 265- 300
forper 1odio sechmicicns and olerstors of the Fungorian Aray.

b. A sroup of priests living in the Vest ané in Bungery, who vere
wor}f:.n;é vith Fangerien youth groupe in Grez, Viemna and Iongdhruck:

and vho elleizedly alrecdy iad ‘art cstoblished coixo linit with N
. Bungary, via a.railroad conductor on the Vienna-Budopest line,
USAGE then recuested a theee months! trial period for t.e d.evelop;nent of ’

these two operations, znd on 22 October was allotted $1500 to finance such .
work during this period. :

wd il ot

2. Barliest eports received from USAGE had indicabed that he believed the
J‘esu.:.ts constituted the sole consolidoted Fungerian block through wvhom
intelligence work might be accomplished, and that he maintained coxtact
vith a number of the leading Hurgarian Jesuits ia the West, Farther, e .
intimated that the Jesuits vere indebted to him Zor (unSpeczfiec.) eid A
rendered them since the Hindzenty trial, and in fact that Father Eleuer ‘
BREISZ, lealing Fungerian Jesult in the Vest, had agreed not to undertake
eny intelligence work for any froup without prior discussifn with USAGE,
Relotions with Father REISZ presunetly were Turther strengthened in thie
‘fall of 1950 when the latter eantrusted 2 valuadle Jesult stamp colleculon .
o USAGE for shipment to Ronme (dellver,,r erranged for by Pullach. as a
personzl favor to USAGE), '

3."-'f§'Tl"118, vhen USAGE outlined his operetioral possililities in the 18.11 oj
~ +1980 and degan %o suoply the navmes of members of progected 1ntelllgence
';}-nets, the ;o.ﬂo‘ ing Jeguits figured prominently:

.

© XX=2 TatherElemer REISZ
- XX=3 Tether Andor VIRAGH
X2 FatherIstven BORBELY.
X-Z Father Zoltan VARGA
XX-6 Fetleon Lajos MBZGAR
(X?-  Fungarian priest school in Vienne).

A, ":Both o" the operations described above (paresrepb 1 a and b) apperently’ .
" were -the result of action teken by XX~2 and XXK-5: .Fathers REISZ and VARGA . -
'sent Antal BALINT (designated XX~55) on a trip to Hungery early in Augast

- ©1950. to survey the general situation, and vhile there he organized the. tuo
I . groups. Both {TOups, vhich were eintirely ‘,o‘,.rate, wvere to e nlacna. ab
the discosal or USAGE., The lotter was in direct contact with -5 ‘(¥ather
-‘TARGA):. uho_ma.m..alneo. contact with X865, : -

3 Further 1 1Ic~rmatlon 01l persons llnted by USAGE as nartlclp‘..nue in his
-:.pla.nned. Hungar:.a.n operatsions is as follows.

WL ; A A A A b ka0 i By i




o Buoun 1 (rrdio opoZotors):

XX-200 Janos ETTER
X-210 Ferenc KAYASI
XX-220 Istvan HAGY
XX-230 Istven NEMETH
X{-240 Geza SZELISTYEI
XX-250 Jozsef PAAL

" Bach of the above nei leaders, activated ny XX=-55 during his itrip
50 Mungary in August 1950, was to direct 3-8 radio operators (mo

" nzmes provided). In November 1950 XX~53 agaln went on a 4rip to g
Bungery, for the purpose of actilvating nev units vhich would work S
on the game terzet as thwt of the ehove nets, penetration of the
Hongarian Arwy, police and rzdio sysiem,

0. Grouwo 2 (priesf-vouth zrowns):

XX-501 JFerenc XEIESZTES
XX~-502 Lajos EORVATH
XX-503 Jeno EELEKI o -
‘XX~-504 Lajos MATE : _ o : ' ; T
XX~-505 Ilone XERESZTES . . ' B
. XX-506 @eza HERCZEGH o
‘XX-507 Lajos PETI

XX-508 Hrs. Ferenc MAGYAR
XX~-509 Gezaz GAZDAG

= e e e T e e e e Y
»

USAGE reported that the zbove group had been "partielly activaied,?
and that it already had a cowso channel,
el Members of the Hungerien Catholic group living in the West and
" “:cooperating in USAGE's work included five agents in Vienna, fourteen : = - :
agents i:. Inndruck, and unspecified persons in Graz and Salzbturg. - - -

Vienna: . ‘
XX-51 Kormel POLGAR
XX-60 Gyula DEUTSCE
XX~61 Erno EEEERSTREI?
XX~-62 Magda HERERSTREIT , e T
XX-52 Istven HARANGOZO. ' . AU .

Innsoruck: ’
XX-16:. Mariha ‘0R0OSZ
. 'XX~17 ~ Sendor MARGHESCU
‘XX~18 Istvan BACSATMASSI
- XX~-B3° Janos SAKOVITS
. XX~64 Endre BERKI .
©"  XX=65- Tibor HAMAK
- - X{~60 TFerenc HORVATH
| XX-67. Deres JRRN .
. XX-68 Otto TABORSZKY
: XX-69. Ferenc 2ZS0K
.Kornelia HERSZEG
- noname -received
> Erzsebdet 'DANCSECS




N - O P
Go T aweoor lews wnddestiliod dunsofer ws o suitlon eluh
R VL. LoLre concerned, vt mesocinted vith Jesui
Sehld '-Co, ol indiented o nel Lan’irs:

XX-18  Gurorey SZENDY
XK-12 Jeno ECDAY
X4{-21 Josef ZAGOY
XX—-SG Lesalo. STEPHANCSECZ

; ‘ .6, As of Hovember 1950, the abtove naues (plus brief Cescriptive statenents)
E and bars owerationel framevork coanstituted oll of the operational data
) "received from USAGE; he wes 1o develop his work from tihis vasis, On
A 20 ¥owve:ver, hovever, word was received by Father Zoltan VARGA that X{-55
Lo (Anted EALIJ.\"") had beer killed as he tried to recross the vorder from
Hungery, It ves claimed that XX-55 had carried no written informetion
and had had no knowedge of %he general oneraticuel piciure, Hub it wes
concludec‘. % mt ‘all persons contacted by hin during the coursp of his trip i
ggu@}g ‘,lb%. . 2hh R3EF006 aomed ebove in peragraph § a-and b)x L
"ofs vere oe nade o ve*ifv the nevs of the death of XX-55, but !
<111 mesversg of his Mimmediate circlel were o e "put on ice” until 1 MHay 1951,

e vee e e L

7. During the next few months USAGE ettempied to actiwvate other lines of
comrunicction with Hungary cnd in Peby 1951 clained to kave put two

g suck lines into operation., Both were to be directed by Odeon ERIVACET

| (X¢-1), descrived as a former Hungerian diplomat in Vienna wi th wvhon USAGE
hed aeirteined close confect.,t It wovld appear that ;ollowlmc vihe death

of XX-55, USAGE asked XX-5 (.uather VAPGA) %o noninate an "incans'nc'ao gl
person as a starting poznt in the activation of the nev commmications
system, and that VARGA had recommended XX~61 (Erné HEBERSTREIT) and XX-611
(0tto S&Q’:’I:EB) Ttcwas thentarranged for YARGA to introduce KRIVACHY to
HEBERSTREIT, who become vhe KRIVACHY coatact %o net wmenbers, and for ' :
SATTLER to provide contect vith a second net. i

g e, e

"a, 1st line: XX-1 (Odeon KRIVACHY) through X¥-611 (Otto SATTLER) %o

XX~612 Xarl GAUZER, .. : Austrian RR ewployee- con sacted by _ ;
‘ XX~611 in Viexnnz on end of Vienna—Sopron—-B"“'*e‘ﬂ.l'md ran, i
XX~613 TFerenc NEMETH, contacted by ZX~612 in Sopron. :
XX-621 Laszlo VASS, in contact with XX-613 uhrou:L letterdrop
' (locztion unkmowr); resident 0f Szoubathely,

The net's intelligence erphasis was to Te ylac on OB collection,
and XX-621 vas %o contuct '}DI— Tapathizers® in the Spombathely-
-Pepa-Negykenizsa area for possible recruiimzent. : o

b, 2nd Line: xx-l (Oo.eon mmm) thm.gh XX-61 (Ern& zmzmsmmm) to‘

10(—'-6_16 Karl: RI"‘TIENN Jm. conducitor working on Tie: 1r.a,-Eegtha..o-1
.~ - line, contactei: o*/ XX-81 in Vienna, -
XX-515 Ferenc RADI:. RR employee voriing on Hegy s"h.lom—Buaapom ‘ i
S 1ine, conuacted by XX-616 in Hogye L.lo..:.
2;.‘(-4514 Sandor . K185, conbacted by XX-815 in Budzpest for mwte
‘ collec»ed by BEX-614 f;om ..-618 IC{-619 Jm-ﬁo 31-6.,8
v")CX-SZLS .Imre HATASZY ‘
+XX~619 . Razso IEK_I
F XX—620‘ -Julia TOTH o
PRI 'XX—&‘::‘» Mll:..ly A.RAIIYOS f T '. g

s
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c'
T ghe "X zroup.t He wns dalicces
ceticn on this mlan, loweve:r, IRRLLLT
8. As oX Falruory 1051, USAGE claiied ul:c’; YTl Y e gnee
and thed inselli eace p‘;ow\cuio.. could vepin us 5001 af ne t r-c::.x'oers uere
Aroviied vish seecret inics, to bo used VY ’:Ou.. lines L oxnd 2. Proyress
reporis of 7 snd 21 iHerch, however, *-.\.Lc\ sed Shat USAGE hwd felt 1%
‘..dzismle Yo coipletely reorganize doth lines, He stated that Le fels that
1% vas sofer %o use 2 c,lrl rather ithan o men es chief agent in Murgsory at
tiids btino, and shed i oS cesirzole %o loave XX-614 (Sandor KISS) in a
key position, decruse of his _LJI‘C'V'L’)\lS contect vith and knovledge of ‘C&-—-.u"
(2:nd MEBTRSTREIT). After reor unizudion, the tiwo lines were as follows
! a. lst lines X¥-1 (XRIVACHY) #woush X¥X-611 (SATTLER) %o:
6!
(1N XX-612 Xarl GAUZER, Austrien RR employee contected by XX-811
3 in Vienna on end of Vieana-Sopron-Burgenlznd run,
s XX-813 PFercnc NEDZTY; letter drop contact hetueen EX-512 and
XX-313 ander oreparation,
cads XX~-521 Laszlo VASS; lester drop c nbect debfween XX-813 and
XX~621 u..."er p;.ep.u......om
XX-622 Xihaly ARAMYOS; letter drop convact betueen X.\-“lo
and XX-622 under prepsravion,
Y. nd line: X%~1 (ERIVACHY) throuzh Xi-611 (SATTLER) to:
, ' .
T XX-612 Karl GAUZER, conbtacted br XA-Ell in Vienna as adove.
e L XX-613 Fereac HEVETH; -letter drop contect with XX-612 under
wiL preveration; in contact vith XX—o?A t‘u'oug_;',xm_w.- ed

613

c.

’l? ermloyee,
XX-522 o, HENEZI, Bwlz.veSu who Viil De i direct contact .
’ i t.- H—ol—:, ‘C{-:u.g XZ-325, XX-¢2
XX~514 Sancdor KISS
X{-619 Razso HOXI
XX~625 Andras JACICZA
)C'—Sz’? Degso IERIES

\1

3rd llne: XX-1 (XRIVACHY) througr XX-61 (HEEERSTREIT) * to:

XX-618 Kexl RIPTHANN, R® conductor working on the Vienna~
Hegyshalom line, contacted by XX-61 in Vienna,
XX-615 . Ferenc RADI, RR e:‘;lo“ee working on Hegyrshalom-Budesn et
C line, conuacted by €L€ in Hegyshalom, Letter d...op
" contact with XX-€18 a_\ﬂev' preparation; in direct
. . . contact with XX-523, . :
" XX~-623  Ilora JAXAB, RR emp}.o:.ree, Tata; 1in direct contact with
| XX-618, XX-320, XX-625, X{-5628. : o

| XX-618 Ipre FALASZY

X¥-520 Julia TOTH
XX-326 Razso EORVATH
XX-628 Jono VINCZE-

'z LrIA-‘)SlS re-uorued uhat a line wee in onerauion 'benree‘m -61) .
(SAJ.TLE‘?.) and XX—Slo (RADI) fhrough XX-513 (RITL‘LAI\T‘T) Accord__n~-

to an ‘eerlier I'e'OOI'v (Mu_:-.—-wJB) however, t‘“_is 71p= A7
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.Reports

o4

— e o~

o =21, It is
tals ervor oy’ cnve given rise %O
::‘-w*x e Viemaw o8 3o 1hesier or ot MERERSTREIT hod beexn

B 1"{‘.1‘.7‘,.1..:;_., (GRS

d. Iuorpouey liner VW-d (':.::u_e 51 vho allezedly il
3 ig :

‘r p

- '~
o 2 ond Posgpord Office of o
Lel: ¢ by USAGE %o estadblie’ a
31'ivate coo rier 1* 10 o nis wife, who iives im Vieana, for
eorgency use, Intelligence passing througn this line vroﬂc' 1>e
Tece iwo By USAGE on tie Austiian end, and in Buigary v suld
sicled 'b-- -4 From senarabte letter drops to D2 set wp 3‘/

Fa

e. Alsernate line: In %he even’ of a braak in coatact Letween XX-523
ané X%-815, or between X-615 and XX-316, XX-528 will inform XX-511
»d- oréinary mail (posteard using tle word ueasles), T'u, line

ron1 =511 Lo XA-~827 could shen be reestabiished ihrouzh XX-613

a.nd. the "ceniral letter drop."

9, Upon receipt of $he nomes of all of the persons associated with the avove
nets, Pullach provided e secret inks recwsted uy USAGE for ithe operatidns,
-USAGE allegedly vas "ready to roll® as of 21 March 1951, and was informed
by Pullack a® thot time $hat at such tiwe as mll oueraulo..al details were
forthcoming, the Fungarien project would be pubt dnto »: OdeCu form ahd Lhe
financing of the oper"clon covld e Giscussed. On 25 April reczdguartbers
sent Pullach a generzl statement of current target ind rest in Kuoagery,
ané iudiented that a more specific drief could be prov
USAGE aciually aevelopeu operatione to:mnl Ifrom Hung
ro furiher developments nove been reported.

vided vhen a2d if
aiy. A5 of 15 June,

-

had been :L'e"e1 ved T:rom

10. As of 31 February 1951, a total of 20 repori
ezedly passed through the
(oXY

Q0T
USAG-E'S Mungarien nroject, 21l of viich all
“hands of X{-51 (HEBERSTFEI’") The lebler was held in e::r,remelv h:xt,a
reperd oy all Acerican case officers wio hod rod dealings with aim, but
the r :orts nroduced by the operation were wnifornly eveluated as of-
smal’ value - vegue, overt, ouidated, ""d.uo‘.b, paded nowspaper orvicles,
_etc, Pullach's r,os $idr witk regexrd %o vie lovw calider of reporting was .
-that POB case officers vsre not spec:h 21ists on Mungoriarn affairs azd tms 7
vere in no posuwn $o deternine ilhe vulve of the regoris or provide
eidance, and that in submitsél”them USAGE 22d snec:.nully stated that
_ t’~ev probably would te of small interest znd vere being passed on werely
“for wial they were worth; Pullach believed that ai least one of tkre.
Creporys, on Soviet vehicle numbers, vas of sufficient interest Vo warrast
farther probding of the operation. As of 15 June 1951, no f‘ﬂ.rtne:c' Teports
heve been produced by the operation, Pallach hes been pronaed. with e
.genersl statement on megaria.n targets, end efforts are being nmade %o
deternine vhether or mnot the repors ts anloned o-bOVG actually did pass
ghrouzh. the hands.of XX—ol. o
L]

0

T




s M SEEDUDUEE S I S B i | |

'"'0 USAGE su
bv h~«<~(~“.<

Leilee \ urL.

.lo Uy

pitted So Prlliuch o volwnin .LS vagicorowiny UL
1 i togediaer with statenents
‘;‘,7.10 & o‘:.p vould we u; \:.s.lc, o: av

m_'r'. Ke.- sta.,ea *.m. u ""st
" §5eSf were novw in e Vest,
passible intelligence
hesGgouarters, with the

asion, The study wos
notatio:ﬁ_ that afieor USAGE ha prov:. ded the firsgs contect wiih nmenders
the Gendesmerie growp, b "lU_L‘.; e severed Iron u.le oper::.tion to

devo";e hig full emergies o nis o Hungariai: onerpitions.

. Mo action was taken dy hea o.qaa.rtc*s wwwil 31 J'm.u.m.{ 251, when Pullach Y
casdled tzat USAGE was pressing for an apswer on passidle use of iie i
Gendarmerie, He stated that cont;.ct woulé have to De established soon ' ’
or the zroup would seck other nsors, and Pullaca offered the suggecztion
that Selwyn De authorized to contact the former Chief, Lajos DE POBOLYI,
in order 3o determine viat the group had to ofiler, neadmmrters replied

[

~that she ‘infornnniion on the Gencarmerie supplied o dote was inadequate . i
as the omsic for reaching a decieion cn use of the group, dut approved - T

the proposition to cdebrief DE DOBOLYI. Salzhurg was to be provided with
a cony oi‘ the original regort, and 'oossn.b"v vo handle the case if the
debriefing indicated promise.

3. On 23.ond 28 Februery L[ 3 using. O T identity, ballkd with
IR DO’BOLYI in Salzburg and obdbiained from fu.m nis aut obiocraphy, further-
.:Bavem""‘t on the history and funciions of tie Gendormerie, and his plars :
for future activities of the _Eroup. In ossence, DE DOBOLYI's plan :

_ called Tor the expeénditure ’n. $2500 per month for "orgamz'a.tlon, reseazch

o - and recraituentishe gro*‘osed ‘to locate leaders (number wnspecified bub

a presvmably more than 20) of small L,:t'oa.;ps vhick would dbe developed in ke

West; to send two couriers from each group into Hungary to explore the
situation andfecruid chief agents in Hungery; and to instruch the men . IR
sc recraited to spot and recmlt for tuheir owm nets., Radio commnicéation o
would then be esizblisihed betieen Fuagary a,*o. egents in. the West. The
‘information was tihen put vr\to PTO"@CU form by ¢ T at vhich -time:dt

was wore than clegr thatb ve: we led nothing nore than a grendiose .

scheme: 10 nomes weze svb:u. ted, althouzh it was promised trat both names

'j‘a.nd biographical material end p'lo tos on ell persons under conszdera‘cion '

[ Zor the work would be foritihccming :

et ot 2o b 4 o+ i emem s &

' —'l-.'jNo mfo*'ma.won vies received from the % the de'oriefing results vere.

" pouched to headouerters (8 March I "\ until 3 April, vhen Pullach
requested permission to hand the casc over %o the Salzburg station for-

 study, Pernission was granted, and on 13 April Pullach and Szlzburg :
‘case officers met to discuss the question of the Gendarmerie's 1nt9111gence
PO tentislities and the possitle hendling of TR DOBOLYI by Salzburg.
Salzburg officers stated uneguivocadly at this tlme that *hey "3id not
-‘oelieve J.Lrther esxploration of (DE DOBOLYT'sl lon vas indicated" and

Yoo - - ‘Tecomrended that the matter ve dropped. Salzourb vas J.equesued vy Pd_..l@Ch

S - case ofiico;s To suovmit the reasons ZorTaeR recomnendation %o ‘headguiarters,
. and np information has been received on the case since the recelot of h.'Ls N

_'.uemo 11 April 1951, It is assumed from %the tenor of Pullach d:.spauc.ncs,'
_I‘avner ..'xa.:‘ frou cny speculc s;agenze;ls, that the case is ‘congidered as
' o S c -
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3. IAnA"fl_Lugust 1950 USAGE vas about to be told that any work such as he

© “funds for the larger index work,

4, Headouarters nade the augges‘%gr in Feb%;_?y. that, ih the absence
2

For s comolcote shabenent mwde by Salzburg on DE DOBOLYI and the
Funzerian Geadormerie as descrited by DE DOBOULYI, see 1ASA-445,

- It seems indiceted, in wricf, that DE DOBOLYI hns nmisrepresanied
both hie ovn position ond motives and the corposition and aiis of

o vl
e,
3a

che group he clains o heads )@‘is 2 politicien rather than a
Gendarue, wndé maies lox.e claims vidch 2e is unable to substantiate,
It wes concluded by Salzburg that there might be a definiite poientiel
awong the refugee Hungrrian Gendarmes out that any exploitation shouwld
be carried out on 2 siricily individuel vasis.

Hungarien Eyile Press Bvaluation Project

1.’ :.In Aoril 1-950 Pullach requéste_d 2 decision as to whether USAGE should

be permitted to evaluate end report on tie Hungarian exile press., It
was stated that the number of organs teing published now wvas limited
‘and- that contact was mzintained by certain ones with valuable sources .
&f information in Mungary.

2. The proposal was irmediately turred dova by headguarters, on the grounds
“that any publications vhich might te likeldy to:contain informabion of -
_operabionzl wvilue could te obtained cud evaluated through our owvn

channels. .

proposed woulc just be o duplication of work done at a higher levell

but that if he desired Yo do this vork for his own operations and at
his own expense he was free to do so. At a2bout this time he submibtyed
an "Index Sysiem for Curreni Events" for which he desired additionel
Tunds, end there wcs some feeling that the Hungarian exile press

. evalustion schema ha& perhaps been but an opening wedge for getiing

-of operztional informationsand wit reports evaluations et hand indicating
that USAGE!s Eungarian ned was turning in data which was overt, of .

newespaper type, sic,, possibly USAGE's XX group wes the same group of o L

- persons he previously hnd deen attewpiing to promote for press eveluation

worlk,  Pullach indicated agreement that this was a possidility, vhich RE
* developgments might prove or disprove, bub nothir: iwes transpired to

clarify the netter one way or the other. T '
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s
C %

in the 1:1..1 of 10 U swonified thaee _.')l'OuCCuo (ll‘:, 116 wxnd 118)
ZIPPER vixich ad as ¢ r ain the exploitation of his comusciions Witk
<

(S B
Coastanvin PAPA.Aun, Iron Guard leader tho alle cgedly maianvained conloct
vith Iils ’o*"‘-' efheorents in Rwaania, Thece b)-o.,ec-es vere analysed i
aington and epproval wes given or thelr activation, degnite a _.;.clc

sreat enthusiage for siving suwpord o blie PAPANACE :rouwp and
e projecis night prove o be as much undier

RN . RS
the veolisciicn thnt She thre

the control of she D.A.'P.L"‘C;u poiitical o;'um.l z5ion os under the coanviol
of $IPPER. A% this point, however, ZIPPER '-';.rivecl ab the decision ©o
drop USAGE cnd shen direct S'll.)(.’"Vlo"O" we.s oesuzed by Pullech it was

learned frow him that the proposed opert lons were notional, although

-
Jis relotionshiip with PAPAFACE wes bona fide. USAGE then promised to

provide the irue facts regerding his possibilities for mounting
operztiong inso Rmumenia via PAPAMACE channels, azd presumably seu avout
drawing up detailed and coaprehonf"’ ve recorts on this subject,

The promised reports and cherts on RBumaria wire aue.ned vitk decx e.?s.n.g..
optimis: Zrom J...n‘.:ary 1950 until Februury 1951 hen they were finzlly
prodéucsd. Durizg this period USAGE rade sev nral aller-‘aulons tbat other

“intellizernce services, wotadly the British, were meking attempts %o

approach USAGE for operatiorel purposes, tut consisvently maintained .
that PAPANACE was -aersonc.llv loyal %o himself and would not gnter into
any iatvelligence relations withoub prior clearance with USAGE.

Having beasn noti_i'd in August 1950 that he faced loss of American
sunport uniess. 1.16. get his sa uel_-te operations under way, iz
Hovembver 1950 USA ‘reguested authorizatvion and docunentation for a
trip ‘o be made to Roue by himself and Jon MARGARIT, Iron Guard leader
in Avstria, to confer with PAPAI’AL,"E. Pullach n*onded the desired
facilities, in the interests .of getting the 10'1g delayed Rumenien
opergtione into en active state, and then aveited results., 4As of

February 1951, the full details of the trip still had not been obvtained,

althovgh by this time USAGE had rendered ve'umihous reworts coasisting
of a history of Rumexnia, the Macedo-Rumanians and the Iron Guard Move—
nment, a listing of PAPAJIAGE's chief folloviers in the West, and a limited

" amount .of information on a coa_':u.er line vhich might hzve access %o

in‘e*"esunb’_‘.tenal The operasion which he proposed, in effecu,
anounted to purchwese by us of the PAPANACE group or moverenb, was al**os‘,
to.,all" lecking in operational date essential to aiy assessment of the”

 merits of the proposal, and called for the. e:q;enc’.iuu.re of a large anmount .
- of Money. over a fv.rther perioct of some mprths, ror proving uctﬂnty
- which would net us little more than an indication of wvhether:or not a
productive 0'001‘;..131011 vas fessible, - _ o e

- Upon receepu o'r uhe reports a.nd the 'DI‘OpOS&..., the entlre quesuo’x of

. the USAGE/PAPANACE operation was. talten up with the Rumanien Desgx, FDP

.. The latter requested the views of the T _J station and received the
-1nfo“-1m10n ‘_""u_.t C _Fhad a hig ghly sensitive source who.was- in *31' auctvve
contact vith oth PAPA\IACE and nis secretary, vho also figured in . the
. ._.USAGE plan, and ¢ thatl neitlier of the latier two could be taken on \."'..out
s b’he ,{po\rled"e -of the It al:.an Is. TP accoro.v.m_ly \.us umal"l g uO SLPPO"'

™ A
NS S \:.
v
he

T W




‘Nomes of persors proposed fov
and.T )

USAGE!'s dewonstrated unwilliagness

the project, perticwlarly in view of ‘
On 11 April 1951 Pullacl! vas

to provids essential operationzl data.

infoimed that the USA E/PAPANACE operation was &izapproved.

0S¢ tafe ogeratioﬂ, ‘and the vackground studies
»lied vy USAGE will be found in the Rumenian File.

na




S

)

3.

Somnary
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Ads of 15 June 1951 USAGB's oporltionsl status would appear to be
as follows:

a, Angtrias BSince March we have been awaiting operational
data and information on compliance dy USAGR with instructions
on reorganiszation of the Austrian nets. 7The sole item
received recently is his Developmental Project SINGER,
vhich eannot be considered to be more than & d ‘statement;
operational details and biogrephieal material totally
hchlu.

b. Rumeniss USAGEB'e loh ‘Bumanian prospest dnded vlt)\ the
disspproval of the PAPANAGR operetion.

c. Huneary; A% lesst three coomunications lines running iato
Hungary are olgimed by USAGE, btut all three.sppesr te de
dependent upon use of letter drops whioch at last report
were morely "under preparation.' Operstlonal dstails
-have not besn supplied and proposals have nsver reached
project basis, The Hungarian Geadarmerie case is considered
to be closed, :

It geems apparent that while Punllach relations vith USAGE have beon
cordial, and while USAGE has professed to be completely ecoperative,
Pullach has not beean much more successful than ZIPPER in terms of
overall results, and that failure in doth instances may be attidbuted

- to the same oxuse: td.luoormd.bymu mpplyopmtioul
. data. At preseat we sppear to be committed to s further period of

waiting to see whether USAGE will produce any concrsts informntion

- on his Hungarisa projest, on which his future with us depends. His
past record of being able to come up with countless new proposals,

thered): delaying any. dseision oa his work, makes it desirable that
& time limit be set at the end of which time he widl either have

& -going operstion imto Hungary or be severed from Pullack, ¥s.

reason is found for giving him one more chance: 1t has beem approx~
imately one year (24 ingust 1950) sinie he was given his last "one
more chance” snd there sppears to be little hope that he will ever
develep into & first class agent, -




