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1. At 0630 hours on 4 Jan 52, 201 telephoned 3512 	 ing

	

8 meeting at the earliest possible moment. 35727 noted 	 enoy. in 201's
tone of voioe and set a meeting for that morning at 1200 hours at the Salzburg
Railroad Station.

•

.2. At 1200 hours on 4 Jan 52, 35727 picked up 201 who was waiting at the
exit,gate of the Salsburg railroad station, and drove with him (in 3572719
privately mined vehicle) toward the environs of Salzburg. As soon as the
cuetomary salutations were dispensed with, 201 began his recital of his ohanoe
meeting with Hoettl in Linz, proposition offered to 201 by Hoettl and 2011s
Meeting in Bad Isohl with alleged representatives of the Bonn Government. At
the Conclusion of 201 1 s expose, 36727 directed 201 to remain in Salzburg that
afternoon and to write an :mount of those pointswhich he had rousted verbally
to 3b727. 201 readily agreed to do so. 201 stated that he mOuld need the better
part of that afternoon to complete his report. A000rdingly an appointment was
made for 1700 hours 4 Jan 52 in the Nosertplato at which time 201 would ',ensign
his finished report to 35727. :bt precisely 1700 hours, 55727 drove to Mozart.
plats, lacked up 201 and drove him to the railroad station. During the courses
of the drill:: from Nozartplatz to the railroad station 201 gave 35727 his report
relating the events of his meetings with Hoettl. The report was disouised
briefly and 20l .was allowed to depart for Lambsch on the Arlberg Express leaving
Salzhurgat 1762 hours. 201 was told that within two weeks he would be advised
as to his future course of action. At 1745, 4 Jan 52, 35727 submitted 2011s
report to 35782.

3. The following is a verbatim copy of 201's report with the original
atLaohed hereto:

"Operation Retort	 4 Jan 62 .

Subjeat: The Intelli.:ence Service of 'the New German Llnistry of Defense

I. Introduction.

When still residing In Italy, Source receivad from time to time letters

from "Silly", an old ex-colleague and friend of his. Sinde February or March
1950: however, Source did not tittsitor any longer to these letters because ofMira auspicious political activity. Not reoeiving any answer on the following
letters also Willy stopped the correspondence in September 1950. Since that
period Source had no direct or indireot oontact with Willy.
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:	 Source left Italy definitely ia October 1951 takinttheznew reaidenco.in. , .%
• Austria. About the 20th of Dattember Source receivsa through..the , femily or ...:, .,

.	 Source's wife initaly clatter sent on the third of December:195“yigillt 7:. ....
from Austria: to One of Source's Roman cover. add 	 . ' (Via releria No. 8).. . In , I. ' tt.fy*

this latter . Willyoommunictated that he:would:err/We In Remo .bout the Middle of j...4g
the month and- that he . wonld like to speak to Source at thet.ocoaaion.

.	 •	 .	 •	 .	 H .	 ,	 •.:':. t ...7.:.	 .
.	 .	 .	 •	 ,t ...	 ..itcii•?:.

.	 .

Sourcs wit astonished to.hear . of ?ally after ooze than one year of ellenCe.....,c:Iy; .
Some days later Sonree . met Wil ly . in .tint without . having:aade an-appointmani.':

. Source said I. "I Ma . vorry..thav,we.did not meet in Rome but . that . time I 11118..i3r4,

toltane to spend-there the . Christmes'holidays. When . I . dallid'up by Roman T	 •	 . , •

nocinaintanoet to send them m/ Ohrietzes wiehings I . heard . thatYou had written 	 -
letter announcing Your visit in-ROme. Thinking you had to tell ma something
of imPortanor I took the train at Bolzano . te cone to see you"... :.-;‘;; •

-	 '	 •	 .	 .	 .	 .	 .	 .
-	 Willy was glad to 380 Source And told the folloCing . reason for his .Roman
journey: •

.	 •
II Operation Reportt

.	 .	 .	 -	 .	 .	 .
Willy was contacted by a leaditm.,.person.Of the new Cerium intelligence

airvice who asked his eollaborittion at the organization of the Government of
Bonn. , (201 dons not recall the neme . ef the individual) After several conversa-
tions .the delegate chief of the section South-East.(Balkan:it.C. Meditertanein. ' ,. .
countries) louroe . interruptad Willy asking:of what kind-Of"sertidel,he.mie' ' 7 .Z.. .
speaking. The answer was "In five or Aix Months . the new OlimenNinietri:Of::
Defense will he ' estiblished. The chief will be, without doubt, the aottisl

f	

. .:security oommissai-Di;ANK, The government of Bonn, however, ii:alreedyirnow
beginning to set up the intelligence service of this Ministry. The ohief iii“,:.
this aervicte . ie Cel'HEINZ, already now Willy'! direct supervisor. .Tae:governnsztt.
naturally cannot pay the nembers ,ofthe organization before it . toes . nOt .OffiCielly . v:.: . . .
exist but at the:mormnt when the.Allies . allow the opening of the Ministry of

14 Defense its intelligence network will be ready to start the oftioial actiViti;;.. .- ..:z;; ; •

'Source asked how it is possible that Willy, as an Austrian citizen can
enter the German intelligence service. He answered that the neoesaery steps
have already been taken to give him the German citizenship.

_lly said the aim of his journey, to 9oee wee to oontaot Source. Willy
intended to nominate Source Chief of the Sub-section"Italy Ind Near East"
of the section "South' East" directetrby Willy hiMself.. 	 -	 •

Source thanked him fcr the kindness, answering that he woUld think it over
and that he would cell him u0 in one of the following days to give an answer .
before Source's return to Italy.

On Thursday -3rd of January 52 Source celled up Willy (ALT -AUSSRE No. 18)
asking for en appointment. Willy proposed to meet at Boo Iaohl on the same day.
Sources went kly train tram Linz to Ischl and wet Willy at the Station Restaurant.
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!illy, Oho is convinced that Source still residea in Italy, proposed that
Sonya:send his reports itsby courier to Bolsano and Willy will ;send a iourier
toBoltano. • SoUroe made the counter-proposal to mail the reports at Innsbrick:
because he has gad and safe ways. w iZly agreed in.] expects the first reart.:A.:
signed with ler6J6" , ai thc, end of the month Of January, addressed to NIBBLUNGEN..
l'BBLAG, ALT-AOSSEB,-1JOSTFACH No. 3:

PS

• Willy meant that the new service will be the first one with.a reel	 •
independence which will not be controlled by any Allied intelligence Agency.
The TIB oomposed alio Of German elements is destimd to die beoausisof the
mistakes which-its.chief,vori7D2MLEN'eamitted and is still committing. •GBELEM
tried to gather S11-111:61Iiiindiativitrunder his leadership, making
so automatically. en enemy of all other German intelligence officers."

•

.	 .

' 4. COMMENTS	 .

r ar., The following points were covered verbally by 201 in his converse-
tiOnsiith 35727 and were inadvertently omitted by 201 in his written expose.

•.	 ,.	 .

(1) Haiti, in an obvious ettemptto.impress upon 201 the magnitude.
of Col Heinz's connections, flaunted the name ofin'Amerioai

• General with whom Ool Heins was in direct oontaot but acting.:
completely independent of of . the.AserioaCeneral in regard
to the establishing of the Intelligence Service of-the Bonn
Ministry of Defemse. .201. gun an Italian pronunciation, to the
American General-lcname but it-eni enough to identify the
general's name as TRUSCOTT.

•
201 stated that Hoettleintended to operate his Chief (201) 't
of the Section "Italy'and . the Near Bast" under the cover fins
of either Clarodent:(dental . products) or Mercedes Benz in Milan
Italy. 201's salary•was'fixed at 1000 DM's . monthly plus
expenses for operational necessities.

(3) L 303, the operative in.dharge . of the Hungarian Section,. is
believed to be a Jesuit priest. No further details were
known by 201.	 •

, (4) 201 states that he was directed by Hoettle to continue his .
work with the Americans• and to draw his, salary fro them
until sunh time as the. statutes of the Bonn Defense Ministry:
has been definitely atabliehed. Once that is accomplished,
201. is to sever all relationship and. contacts with the
"Americana" and is 'to at a sworn statement to that.effeet.
At the same time he (201) would pledge allegiance to the 	 .
Bonn ..iovernment.

• 4
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Afterinaving beard that Source eveutually rould be in e. linild iso enter the .
new iertioe•Willy gave: further details; He foumd for his section "SoUtiiikst".
already the 	 for the aub-seotions, 'very g lib-section chief has AO:timber,'
for instante,"L-101","L-202", "L-3 .05" an so on.(thit..atan4	 101"):liOuroa.
received the number "10:606". - WillY.Vold . that he inthe time 4e/tweet lb. tint
and seoond meeting with Source he !Take withiiii.dhlef (Col Heinsqwho:Occipted
the proposal to nominate Source ohierof . the sub-section "Italy and Neir.East"..1-

."That is very fine"; antlered Source "but how do-you . imagine youreeltthat
the oonorete solution will be": If Source should.dofinitely accept the otter-
he would reeeive:en official poet at the MinistrY . of Defense and Would be .
offioielly working in Italy. The dhief and Willy will come - te Some in Feruery.
1952 to introduce Source to the German Ambassador monBrentano as the responsible-
lalrfirevery German intelligence ectivity in Italy and the Mediterranean *res.
As a Over activity &lune will receive, through Bonn, a post at a. German firm
in Itily.	 -

The payment will begin immediately-after the official opening of the •
Ministry of Defense. Source's position will be jtrengthened by the foot that
the *hole (ex)change of intelligencematerial between the German service and

Italian agenoies will be done through Source.

In • what•problems is the German service in Italy interested in7 Military,
political end economic information; activity of the Italian Communist ?arty;
Cominformvoontaote with the Arabian people in North Africa; the emigration
group in Italy; oollaboration . with the Vetioan.

•.	 .
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At the meeting in isohl vas also present Ailly's Chief of Staff, ex-Officer.Itrot of the Abwehr, who works now with an Amerioan intelligenle_tanolt. (billy
' mentioned that all his subsection chiefs work now with . the GIG, .1515 and other

agencies but they are already retiring themselves from these larvioes and try
toetgy there only until that moment 'Wien the German service will begin its CPA.
cial activity (with other words - will bug/a to payt)

Willy introduoed . his"Chief of Staff" to Source Is Baron MAST (or BLAST) a
man of about 45 years, meager; 170 om high, wears . speatacles and * Steyr jacket..
Willy and his man (em)changed reportaHand information in the fleet/nee of Souroe,
who was begged, however, to reed a newspaper during their conversation. Willy
gave his man about ten reports, lhiOh contained among other things, statistios
and designs about the composition, armaments, 'uniforms', location, personnel and 60
on of Russian Divisions and also American Military units,  Source heard that
Willy hairdirect contacts with gtangary (through his '1-303"), Willy spoke only
in noMber '1401", "L-404", for instance but mentioned alio ! a certain "Otto" .
and Langen" as their oollaborators.

.	 .
At the end of the conversation Willytold Source . that it would be useful

to begin immediately with the work, using also old material because, they don't
have anything about"Itely and every information is new for them."
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, (5) 201's personal reactions to Hoettl's proposition', 201 is wary.
'	 of-Hoettl's intentions and doei not intend to beoome a pawn in

Boetti's political intrigues end maneuverings. At the same
time 201 views Hoettl's proposals with • roseate-hue because
he sees in them a-golden opportunity to become a bona fide,.

- respectful German oitisen and civil' servent devoting ell hie

time ...nd energies , in the legitimate. pursuit of his career Which
began in .1933 immediately upon his graduation *Om the University
of Berlin with. a dggree:in political science. Nonetheless, 201,
or hinvolition, stated that if he received the nelessary
approval from 35727 he would accept Boettl's proposition to go
to itily and reactivate his old oontaots and llnes, This	 •

•would afford him "the opportunity of furnishing 35727 with the
modue . operandi (to ine'de function, personnel, lines of

• communication, Copies of reports specific targeta, etc) not
' only of the Bonn's Defense Ministry Intelligence Service but

also Italian Intelli;enoe". As an after thought 201 stated
' "of-course such an operation will entail the use of the most
stringent security measures:" 35727 agreed. andstated that
before suoh an operation went intoeffect, the most minute

'detail would bo wOrked ont to the nth degree.'

201 is also aware that Hoettl, whom 201 regards as an
•ambitious, unscrupulous and astute individual maybe undertaking
this project on his own initiative in the hopes that hie,(Roettl)
may receive the acooladeS(and baokin ■,) . of former German .

: oolleagues odtthe rising sta within the orbit of future German
Intelliz:ence endcavors. This would assure Hoettl, aceording
to 201, that high Ley21,niohe that Hoettl sought not only

• :duringTWII but all-ribose past war years extending to the
present date.

$5727


