


MENT NO.
pocy wciass. O

—e0
QECLASSIFIED
DLAss. “uANGE0 TO: TS S ©@

NO CHANGE

Cl

o]

-\ TE: -
NEXT FEVIEW DA
AUTHMEV\EWER: 665100

oA

3 July 1945

T0 ¢ Chief, SI
FROM : Stephen B. L. Penrose, Jr.
SUBJECT : Solution of Spanish Imbroglio

1. For sometime, I have been thinking of a way out of
the Spanish woods, The following recommendations have been
crystallized out of talks with Scott Lockwood, particularly
since the meeting with Mr. Butterworth. I submit them as the
obvious solution of our difficultieés, both from a diplomatic
and financial point of view,

2. The recommendations are as follows:

(A) That SI/Spain be completely withdrawm,
including all personnel, installations, equip-
ment and good will,

(B) That the best of the personnel and all
of the funds be concentrated in Lisbon, from
which point as a base SI penetration of Spain
may be carried on without possibility of
interference on the part of the Madrid Embassy.
Since there will be no SI personnel in Spain,
the Madrid agreement will no longer be in
force,

(C) That chains be established from Portugal
into Spain along lines already prepared, and that
contacts should be maintained with agents now

T operating for SI in Spain according to arrange-
ments which will have been made clear to them
before the Spanish show is entirely dismantled,

(D) That personnel in Lisbon rendered excess
by the importation of people from Spain should
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be returned as quickly as poseible to the United
States, together with those individuals from
Spain whose services are no longer needed,:

(E) That Mr. Lockwood be sent at the earliest
opportunity to Lisbon and Spain to accomplish
the take-down of the Spanish Mission and to
explain in detail the present situation as
regards plans, funds, ete., as they apply to
Iberian/SI. Mr. Lockwood's trip will produce
speedier results than could a roun \iti‘ip from
Spain on the part of Argus who would here have
to absorb the entirely new situation,with which
Lockwodd 1s already thoroughly familisr, and who
would thereafter have to return to the Iberlan
Peninsula ‘in order to pass on the explanation
there and arrange the take-down of the Spaniash
Mission., Since every day is important from the
standpoint of budget, this recommendation is’
considered to be of some importance. The cost
of Kr. Lockwood!s round trip should easily be
saved in the number of man days eliminated from
the service of excess personnel in the Peninsula.
Furthermore, with his experience in the setting up
and handling of chains, lir., Lockwood's assistance
would be invaluable in getting the new Spanish
operation underway.

(F) That all funds assigned to Spaln would be

added to those assigned to Portugal, msking a

fairly respectable total for the operation from (D
one base. [ . . s
-— )it 1s my impression o
that we will have more complete, and at the same

time much more efficient SI operations in Spain

than we can possibly have under present conditions.

S.B.L.P.
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