17 becepber 1964

SUBJECT: 15 December 1964 Hleeting with J, RAUS

had hon i the SR/Q/AC operational sterile phone, requesting that tho
mdm gned eontact him at his pl2ce of work, ‘oo the undersisned comntacted
RAIIS sewerBlimdnutes later, RAUS reported that his wife had phoned to  report
that a U85 Mewshall had called atthe RAUS residence {n Hyattsville to deliver
a T ,;nms concerning o suit which had been filed against him Eor—ik
EINB of da, . As RAUS himself was not acquainted with the details, t

unders fé d:8k11ned to weet vith him until the following day and mggested
that’ fally acquaint himself with all details and sake copies of tho

nowons for the- mdmigmd

2+ 'The forepoing, as well as the bHackground of the RAUS-HEINE case, was
repurtod to Chief, SR/CI/I and to Deputy Chief, SR/CI.immediately ttwreafter
anuty Chief, SMCI authorized the m&ersignec to meat with RAUS,

3. The uadersigned met with J. PAUS at the latter
on 13 Docasber 1964 from about 1§# to 1550 hours. The
is portinent to this meeting: !7¥¢ /¥5

5 Hyattsvlille residence
following information

_W“"ﬁﬁ E turned over the attached Maryland District Court "Sumens™

r with RAUS' report on the "Rudolf SIRGE Affair”.

b. Sigaificantly, the "Summons" was filed on 6 November 1964 alghough
the statite of limitstions would have expired on G November 1964, Further,
the "Sgtarons™ was filed on 6 Névember 1964, it was not delivered to

though
RAUS by the U.S, Marshall until 14 Decewber 1964,

€. According to RAUS, the contents of tie complaint are not emtirely

accurate, In peragraph 5, RAUS is being accused of having stated that "...Eerik

HEINE is a Cmmut...Eerik IEINE is a KGB agent...". -
naver wade the first statement to the effect that HEINE

-According to RARS, i
is a Cmmmx.st’

further, he statss that, concerniny the second statement, he stated only

that "...I have been advised Ly responsible U.5, Govarmment security officials
that HEINE is mispected of being a Soviet agent.,." In paragraphs 6 and 7 RAUS
is being accused of having repeated the statements concerning HEIRE in the

presence of Auguat KUKLANE, RAUS denies having dome so,

Acconding to RAUS,

KUKLANE, who is a Birchite, is grinding his ax against RAUS because of other

personal disagreements, RAUS states that he has witness
made uw such statewents to KUKLANE;

es tec prove that ho

QFL {4 ocomber 1964 the undersigned was advised by SR/O/AC that J. RAUS

d. RAUS indicated that he does not have $1,000.00, let alone 319,000,00
or the additional $10Qp02,00 which HEINE wishes to recover from RAUS For beino

slandered,
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¢, RAUS repezted his usual spiel that since the Agency was rolsrums.ible
for this incident that he hud no recourse but to turn to the Agoncy for assistance,

f. The undersigned instructed RAUS to take no action until the

undersignad had checked matters out with the Agency legal personnel., RAUS was
told that the undersipned would contact AAUS and advise him further what action,
Lf any, could or should be undertaken. RAUS agreed to shide by these instructions.

4. The follewing gemerally swmmrizes tho background of the HEINE case:

4. FRerlk HEINE sppeared in the American Mmbaasy in Bornn in ca Novewber
1956 to roport the following about his background:

1) #e had just heen repatriated to Wast (ermany by the Soviets
from a8 Soviet concenmtration camp after the KGB had apparently mistaken him, an
Estonian for a German ™, )

2) He indicated that he had orpanized anti-Soviet underground
units, consisting of Great Russimns, in two concentration camps in the USSR,
lle further indicatad that ho was in contact with the Estonian partisan under-
graund in Soviet Estania, tHe attempted to interest the \mericans and AIS
. rendering him sssistance, and iato using his services, to furnigh arms and
weapons to the undergroun elements in the concontration camp and to furnish
logictical and other sypport to the Estonlan umderground. HEINE caee armed
with means of commmication and chanmils through which he proposed to
transmitt his matorial to the USSR, Further, HEINE volunteered his services
to AIS to return to Soviet Estonia in order to direct the Estonian underground,

. 3) HEINE's story was consideéred by all concerned at the timo to
be suspect and UEINB was considered to be a Soviet penotration agemt who had
been dispatched to the West, under the guise of a revpatriate, to entice AIS
into the classic provocation operation leading to a Soviet controlled network
inside the USSR, The American Embassy in Bonn [ . refused
to have suything further to do with MEINE and FOB dispiayea unly wild interest
by dispatching a Baltic principal agent who made a mild attempt at debriefing

4) The 3tory of HEINE's background was briefly as follows: When
the Soviets arrived Estonia in 1940, EINE was mn ardent naticnalist who
attracted atiention B) himself by tearing down Soviet flags, storming Soviet
buildings, et cetera, The NKVD arrested his parents and held them hostage
until HEINE surresdeved himself to the NKVD sometime later. HEINE was then
impristned by the NX3D) in Ostonia until sometime in 1941 when the NKVD packed
HEINE into a train and repatriated him to Germany (some Germamn extraction was
found in his background and his parents had in the meoantime been authorized
oy the Soviets to emigrate to Cermany}., In Germuay he promptly volunteered
for and joined the Estonimmmilitary clements in the German army, Ultimately




HEINE returned to Estonia as au officer of the Cerman ariy whore he served in. the
SD, In 1944 HBINE was reportadly injured in combat and taken PW by the Soviet
Amy. Though dressed in a German SO uniform, HEINE denied that he was a ~
German and confessed his Estoaian extraction, As a result, he was arrested by the
MCH and held in MGR prisons in Tallinn from 1944 through 1946, 1a 1946 he
reportedly escaped from the MGE prison and wont into the Estonian undergrownd,

e eontinued to function withing the Cstonian umdergroimd from 1946 until 1950,
Amcng his other exploits as an Estonian partisan, he reportediy succeeded in
passing himself off as sn MGB officor, in travelling to.Siberia, and in
iiborating some 7 Estanians from a Soviet concentration camp; alse, he repoTtedly
succéeded in penetrating tho NKVD establishmeat in Estonia. Upon his arrest

in 1950, at the tlme that most of the Estonian undergroumd was rolled up, |[EINE
mmtamodtoduth- howover, this was later commrted and he received a

25 year sentemcs, As soon as he was pleced in Soviot concentration camps, he
began orgmiring the anti-Soviet umdergroupd units and reportedly made sevoral
escape attempts. As 8 result, he was imder constant MGB lhterrogation and was
transferred deeper into Siber{a This permitted him to organize the snti-
Sovist umderground units in wore than one,Siberisn concentration camp. For
approximately 8 months prior to his "repatriation", ne was under constant XCB
interrogation; however, thess interrogations ahruptly ceased and the XGB
"mistakenly*™ took him Eor a German P¥ and repatriated him to %est Germany,

S} HEINE was then nrocossed by the Geman authoﬂties, believed
at Valka, Shertly thersafter, probably in December 1956, HEINE emigrated to
Canada whare he married ais childhood sweethsart who sponsoral hin to Canada
froa Cormany. HEINE contimued to reslde quietly in Cansda, in the larpe
Estonian colony in Toromto, until 1962 when, with considerable fanfare, ho cranked
out a movie about his underground activities. lle made wild attempts, according
to SR Baltic sources, in 1957 to emigrate to the USA but found no one in the

USA who was. willieg to sponsor him,

- b. 1In early 1963 HEING arrived in the USA with his film, allegodly
under the sponsorship of the Estonian Veterans Association (of which RAUS"
is the president) to tour the USA in order to show his movie, VEINE had
indicated in advance that he wished to emigrate to the US\ in order to

ostablish a U.S, residence,

c. On 15 May 1963 CSCI- 3/776 159 was sent to the FRI summarizing
HEINE's background, transmitting the \gency"s suspiticns of HEINE, and informing
the FBI of HEINE's plans and {timerary in the USA, Subsequent: CSCI's ware
sent to the FRI to keep the “wurecau su courant of !IEING's activities n;nd contacts

in the USA.

d. Inasmuch as [EINE used the occasion of each lecture in the US
to estublish close contacts with resronsible Estonian leaders in the UM,
St/Baltic Branch decided to brief a rumber of responsible Tstonian cmigre
leaders concerning HEINE's background in order to alert them not to be Baken
in and to beware of IiEINS and his E§¥ives, Amonp the various individuals

g,
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briefed was Jurl RAUS, whose Veterans organization was belng exploited hy

HEINE and who was most directly affected as HEINE tried particularly te _
establish close contacts with the leaders of tho rather militant ani active
Estonian Veterans organizations i.n the USA, RWS, as were the othar Estonian
leadors, was gemorally acquainted with the full dotails of HBINE's backgreund
as HEINE, during his varicus lectures in the USA, penerally guaged his
hackgrmmd narrations to the tome and tenor of Ius audiences, Intevestinply,
in rolating details publicly sbout himself, HEINE never once repeated the same
story about himself so that oven the most naive and ultra-patrivtic Estonians
found HEINE's conduct and behaviour to be suspect, I{EINE generally used the
rah~rah approach and tried to appesl to his audience to engape in move viclent
and drastic activities against the Soviats. tHe likewise tried to pe

various Estonian leaders in the USA to emgage in a black ballon-dispatched CA
operation into Estonia from Sweden (vhich was being directed by Arthur !AMAN
from Sweden, an.identified XGB apent who recemtly repatriated to the USSR and
who lm.sppitdwd at lsast one American for the KGB in Moscow),

e. RAUS, a youmg vigorous Gstonian who is a Reserve captain in the

- US.Amy‘J!Imdmoisan“magmt"oftheAgencysAEDEPUTpmmm,

concluded that HEINE was a Soviet dispatched provocateur, s did the other
Fstonian leaders who were briefed concerning the spociﬂcs of EINE's back- )
ground, Chafing &t the bit as to what actionsfcould be undertaken to neutralize
HBINE, RAUS ultimately saw fit to call together the members of his omgamlxastion
frem throughuut the USA whom, using the Agency provided material, ho likuwize
acquainted with the dotails of HEINE's past. This occurred on 9 Momnhﬂ 1963
mmeorkCItylmdwu an sction undertaken by him which came to the Agency’s
g S W Ry e E i j.t m RAUS in ralati.ng the (htails. indimmd '
he had been briefed by U.3. Goverment security elemerts, HEINE's -
ars in the USA, several of whom wgre mowbers of the Veteran's

organi:ation, 1:medmta]y drought this to the attention of HEINE in Canada,

. f, On X January 1364 RAUS received a letter from {EINE's lawyer in
Comsda. RAUB was infoiwed that, unless he apologized and had a ctopy of the
apology printed in the five officlal Estonian emigre pewspapers, HEINE would
press a suit for libet and slander against RAUS (and Vello Pedrang of Mew
York City). This matter was coordinated with the Agpbcy Gemeral Coumsal
at this time RAUS would not have spologized even if we had sowished),

g» HEINE wrote to the director of t!m FBI sometime in early 1964,
stating that the FBI had reportedly informed RAUS to the effect that HEDNE
was & sugpect KGB agent. J,E. Hoover wrote back to indicate that the FRT - ‘
neither issues cleaarances on mayone nor furnishes information about amybedy to
private individuals, This added fuel toc the fire as IHEINE has been making
use of this F8I leotter as proof of the fact that U.S. Govermment security
agencies, to wit the PBI, has nothing derogatory against him, Moreover, HEIEN
continued to nake repeawd trips to the USA to “prove™ that the borders were
not closed to him, therefore again proving that ”'; security ngencles had
nothing agalnst him.




S. The matter soemod then to.have died, VILING did nat pross the |
suit after tha 15 March 1964 deadline had passed, lowever, he did attempt
to make vrrious overtures to get RAUS to apologize, this primarily because

HRINE was baing agged on by ils supporters in the iJSA. This took the form of

passing on to RAUS, through an assoclate of RAUS, HEINE's dlsinclination to’

sue RAUS iFf oaly R/\US saw fit to apologize. Alco in ca March 1964 HEINE

did visit o lawyer in New York City and in ca Apr{l 1964 another in Baltimfc

in onder to consult with attorneys there to take the case; the attormeys
reportedly mfusod to have anything to do with the mattsr,

5. The hmdling of this HEINE-RAUS matter has beon complicated by at
least one other itam, Nhen ‘SR/Baltic’desk went out of existence in ca

Septamber 1963, all -Baltic case officers wero instructed to disengage thcmselvm :

from all or mest of their agent assot contacts, The undorsigned began

" phasing out his contacts with RAUS in accordance with these instructione.

RAUS, who was used as a non-paid apent asset, felt that the Agency had
no right to drop him, particularly since the pa-nding 1ibel suit was hanging

over his head, This came to abbéil 'in late December 1983 when MUS established

tontact _\yith the security officer of the Agency L= _7 whe reported:

this to, _ 1 Chief of security, who reported this to Chief, SR,
L{L " 'The undsrsigned was then directed’ to contact RAJS in order

straightm matters out and to pacify RAUS, The undersigned accomplished
this during a 3¢ December 1963 meeting, The underslgned then coatinmued to

neat with RNB with the suthorization and knowledge of Chief, SR/ODG, Lhroug)n

l

1964. The RAUS file reflects that during 1964 the mdarslgned et with RALS'

on 22 Jarmary, 27 January, 4 February, 8 March, 14 March, 24 March, 2 April,
14 April, and on 4 June 1964, RAUS slso continued to phom in periodically.
The reason for the mectings and the phone calls was to keep abreast of
dewdlopments concerning HEINE arxl, probably more important, to keep RAUS
quiet and uithl_n channels, ' '

i
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6, Traces on IEINE's lawyer, Crpest C. PASKAUSKAS, have boen reguested.

However, an Agency staff employee, who has met him and who knows of ils
activities through mutual acquaintances, has indicated that RASKAUSKAS has

.Teportadly been contact with the Sov{ot bmbassy in Washington, D.C!

(Further details will bo forthcoming. thrcughL;; gjlorfice of Security.)

7. On 18 December 1964 the undersigned discussed the IEINE case with
Deputy(thief, BR/CI and, with her approval, with theeSffice of the Gemeral
Counsel., [ ] .was generally aminted with the hackground of the

- IEINE casa. The follo«-dnn is pertinent:

fa 'indicated that an answer to the "Summons” has to be
filed; othe#éise. RAUSJwill bo admitting to the cveracity of the accusations
against him. The Office of the General Counsel can provide the name of a
cleared attorney, who would be briefed by the General Counsel, to File the

answer for RAUS, “he cose of this wili be approximately $200,00 - $300, 00

i




b, Onco the answere is filed (tho answor can be nothing more than

. that the contents of the "Summons" are false) within the specified 20 days.

RAUS will have gained a reprieve. The burden will then again be on HCINE,
or an his attormey, to Tequest a dste of the court to bring sult against
RAUS, Attormpy costs, Lf tho case came to court, wight be around $1,000,00.
‘If RAUS were to lose, $110,000,00 is involved plus court costs which could
be very heavy because a portion of the court might have to go te Cauada to

.or, to take depositions.

, ¢, Howover, tho Gemeral Counsel feels that the case scems weak and
that the c.sn maight be dismissed on one of a dozen procedural grounds {e.g.
disqualifying the lawyer in the USA Lf there is something derogatory about
him, proving the falsity of the information comtained ‘in the "Summons®,
proving that RAUS made his statements to a “famlily type gathering” in
protection of the security of the family, otc). S ‘

do . = indlcated his willingness to go shead with the case,
providing SK Division indicated shat it wished desa, Hle is will’ng to
accept SR Division's verbal assurance that the Office of Cenerai Counsel is
to render assistance. : :

a. In any case, RAUS is obliged to file an answer to the "Sismwons™

-within the specified 20 days. This explires on 2 Jaruary. The Christmas and
Now Year holidays leave relatively little time betweon now and then.

8. Pinally, the entire HEINE case is closely paralleld to the Arthur J.
HAMAN case, It will be recalled that HAMAN recently "dofecied™ to the USSR
after tho emigres learned the detalls concerning his background and began
suspetting him of being a KGB agent, which suspicions becames known after the
prosident of the Estonisn Nationmal Council in the USA mede known these details
to the Estonian public (much as RAUS did when he revealoed the infonmation to
the Estonian Veterans Asseclation), AS HAMAN panicked and "defected™, HEINE,
who 1s under the very sa»y" suspicions as was HAMAN, casmot afford to panic
into redefecting., Whilo he has not been anxiuvus to pross suit, his supporters
in the USA, as HAMAN's supporters had done in Sweden, have been egring him on

- and on and om,

9, The fact that HEINE has now also resigned from the Estonian Natioamal

Council in Canada is also significant, e did this on the eve of a showdown

during which he would have been dismissed becouse of . the schisms that he has
creatod in the Estonian emigration, in the ewmigre councils, and because of
suspicions against him, The pretext for the resignation, whica saves him
face, was an ancmysous ultraenationalistic bulletin which was mailed to 3000
Estonians in Caneda and the USA in defense of which HEINE rose after it was
condermoad by the Estomisn National Council of Canada, Significantly, the

bulletin was mailed shortly after the departure from Canada of 2 Sbwiet culturul
delegation, ons mamber of which was a Soviet Estonian who did establish contacts

with variocus Estonian emigres in Canada, This has created quite 3 ruckus in
Canada and HEINE i3 also umder fire in this respect. :

L atadaiohy L ! :7

Cladio-a




