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FROM : Chief of Station, = _1

SUBJECT: GENERAL— DIDORIC/Operational
speciic— FIJMACHINE
Reference: OFPA 38148

1. Transmitted under separate cover as Emclosure #1 is a copy of a
lengthy report prepared by Callemnder's deputy in which he explains all of
the circumstances and events surrounding the missing funds in FJMACEINE's
Paris office. It is, as a reading of this report will show, a considerably

more complicated matter than the brief summary forwarded earlier by (, 3
in referenced dispatch.

2. Callender's deputy said that he was providing C Tam headquarters
wvith a copy of Enclosure #1 report because of Callender's concern that New
Yrok may not be giving headquarters all of the information on this matter
that has been received by New York from his office. He accordingly stipulated
as a condition for his turning over this paper that New York not be advised
bv headquarters that they (headquarters) had received a copy of it through the

C 3 chamel. “Tassured Callender's deputy that this request
would be relayed to headquarters.
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29 Nay 1968

Desr Hugh:

In reasponse t0 your request, I transmit herewith
two ocopies of a Memorandum for the Record by Rodbert D,
Grey on the reocent loss of office funds. :

1 have reviewsd this mexmorandum in detail and in
80 far aa that part of the memorandum whioh ocovers my
involvenent in these eveants is sonocerned I have found
it complese and acourate in every respsocte

1 alse trangmit two copiea 0f & second Kemorandum
for the Reocord by Thomas Re Donahue on the same subjeot.

8inocerely,

James G. MoCargar

Mro Cloyse K, Huston
Froe Europe Committee, Ino.
2 Park Avenue -
New York 16, ¥.Y,

£S COPY
| oFPA-3TE77 -
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MEMORANDUM FOR_THE RECORD 27 May 1998

Froms Rebert D. Grey
Subjects Recent Loss of Office Funds

42 Maxsh 1938

At approximately 3 P.M. on 235 Mareh 1998, Mr, Thomas

Donal:e informed me that Mr, Russell Davy had just stated to hin
(1) that on the basis of information which Mr. Renzld Loubert had given
Davy earlier in the day Davy and Loubert had been to Morgan & Ce,,
where Davy, on being introduced by Loubert, had arranged with Mr,
Robest Aeberhazd for Morgan & Co. to prepare cuteoff statements as of
the elose of business on 2% Mareh 19%8 on all accounts maintained by
this office at that bank, to be ready the following morning, (2) that
Pavy intended to tske sontrol of the cash box the folloewing mcrning te
verify the balances on hand, (3) that the information provided esarlier
by Loubert was related to a previous conversation between lLeoubart and
Mr, Schallier, Royal typewriter salesman, during which Schellier,
according to Leubert, blanched and waees so struck that he had to sit
down and compese himself upon being told by Leoubert that Mrs., Bernadette
Kurtovitch, the office bookkeeper, was planning to emigrate shortly teo
the United States, Schallier explaining that Mrs, Kurtovitch had
recently asked him for a loan of $800,00, (4) that Davy and Loubert
considered this cireumstance ‘to be sufficiontly disturbing and suspi-
cious to warrant the above action, and (5) that Davy had not censulted
Mz, McCargar, myself, or Donshue prior to taking the above action for
the reason that the latter individuals were in Davy's eetimation totally
preoccupied with the task of completing the budget material with which
MeCargar was to depart later that evening for New York, and that ace

- eordingly Davy had asked Loubert to accempany him to Morgan & Ce.

Donahue and I gonveyed the above information to Mr. MecCargar.

Mr. McCargar immediately asked that Dsvy and Loubert be
brought te his offices, Davy had already left the building, but Loubert
was present and appeared in MeCargar's office, In the presence of my-
self and Donahue, and in response te Mr. McCargar's questioning, Loubert
eoéftt-od that he had given the information indigated in (3) above to
Dayy and had accompanied Davy to Morgan & Co. to arrange for ocut-off
stgtements on the office accdunts. Mr, Mc¢Cargar observed that Loubert
had-known Mre. Kurtovitgh fer many years, that Loubert had recommended
he? fer employment as Lsubert's assistant at a time when Loubert was
Adiiiniatrative Officez i1n the organizaiion, thet even if Mrs. Kurtevitch
huP in fact asked Schallier for a loan this would appear, en the basis
of Loubert's acceunt of.the conversation, te be a personal matter
bw‘ﬁoon Mrs, Kurtoviteh and Schallier which did not necessarily involve
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the office accounts or finances, and Mr. McCargar then asked Loubert

on what basis Loubert considered this circumstance to be sufficiently
disquieting to werrant the action which Loubert had taken in the matter.
Loubert stated that he had merely brought thig infermation te Davy's
attention and that Davy had determined that the action taken was re-
quired. Mp, MeCargar then observed that obviously Loubert was in
agroexent with Davy that the sction taken was required. Loubert stated
that in his epinion Schallicr's reaction was of significance and that
he, Louberxrt, had followed & line eof action which he took to be in the
Conmittes’'o interest, Mr. McCarger then asked Loubert why he had not
brought the matter to Hr, McCargar's attention. Leubert stated that he
haed asked to see Grey during the day and had been informed that Grey
was busy with budget matters which had to be completed prior to Nr.
McCarger's departure that evening for New York. I stated that at no
time during the day did Loubert indicate to me that he wighed to discuss
a matter involving office accounts or finances or a matter whieh he
considered to be of importance and in the Committee's intercats. Loubert
nade no comment., MNr. McCargar then observed that he alone had ultimate
responsibility for the accounts and finances of this office, that I was
his Deputy, that Donshue was the Administrative Officer, that Loubert no
longer had delegated responsibilities in this regard, and Hr. McCargar
then agked Loubert on what authority had he represented this effice in
the arrangements made with Davy et Morgsn & Co. Loubert stated that

he had attempted only to bs helpful and had acted in what he oconsidered
to be the Committee's interects,

Mr. MoCargar instructed me to facilitate the immediate assump-
tien by Davy of his duties in this office, to taske any action required
to obtain full clarificstion of the situatien at the earliest possible
date, and to keep MNr. McCargar fully informed of all developments., He
then departed for New York,

456 Bazgh 1928

Davy arrived in the office on 26 March 1958 sround noon, ex-
plaining that he had had s discussion earlier in the morning with Mr,
Susmerscale of the Haskins and Sells Paris office. He did not indicate
the subject of this discussion, other than to say that he had made a
courtesy call on the basis of a letter of intreduction provided by Mr,
Hezhanmer of the Haskines and Sells New York office and had discussed
this subject generally.

By telephene, I then arrxanged an immediate meeting at Morgan
& Co, between Aeberhard, Donahue, and Davy, In his office, Aeberhard
gave the cut-off statements on the office accounts te Donahue, who
immediately turned them over te Davy,.

In the afternoon of 26 March 19%8, Davy took control of the
eash box and ledgers end made s cash count in the presence of Mrs.
Kurtovitech, Donahue joined Desvy and Mre. Kurtovitch several times
while the count was in process and was informed each time by Davy that
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all wea in order, After the count, Davy came to the door of my'oflteo
and stated that he had completed the count and that "everything is under i
‘control®,

&7 Maxeh 1928

Shortly after noon on 27 March 1958, as we were leaving the
office for a staff luncheon which had been arranged to welcome .Mr. and
Mps. Davy to the staff, Davy informed me that all was not in fact in
order and that Mrs, Kurtoviteh had "taken" some 760,000 frances. As it
was impossible, due to other comnitments, to meet that afternoon, I
arranged to meet with Davy the following morning te go into the matter
with him. On the way to and at the rectaurant, I apprised Donahue of
the information Davy had given me. This was the first time thet I or
Donahue had ever been infermed by anyone that funds were missing from
the cash account,

28 Maxah 1928

Barly on the morning of 28 March 1958, I called Mrs, Kurteviteh
to my office and told her that inasmuch as Davy had expressed a desire !
to disouss certain matters regarding the cash count whiech had previously
besn made I should like her to inform me of enything cencerning the !
ceunt which ghe thought I should be aware of prior to this meeting with
Davy. BShe then teld me that there was in fact a shortage of funds in
the cash account, thet this was the result of the disappearance from the
top of her desk of an envelope containing funds which she had obtained i
at the bank to replenish the cash account, that she had signed a pro- !
misery note due 15 Appil 1998 feor 760,000 franecs, which the cash count :
had revealed as missing, and that she would rxeplace this sum at the .
earliest poesibility,

"She stated that sometinme in early March she had gone to the
bank with a check for 1,000,000 france made payable te the office for
zeplenighment of the cash account, that this money was placed in an
envelope at the bank, that she carried the envelope to the office, where
she made one or two payments using monies from it and from the cash box,
that she was then called from her office for some purpose which she
couldn't recall, that she failed to put the envelops in the safe during
tzo fnterval of her absence, and that later in the day she noted that

wegs nmissing from the top of her desk. She said she had s®arched
everywhere to no avail. Vher I asked if she thought the money might
have been taken from her desk, since the hallway through the offices
passea through her office, she stated that she trusted everyone in the -
office and would prefer not to admit such a possibility, She could not !
recall whether eny visitors were in the offices at the time. She could -
not imagine how the envelope could have disappeared and said that she
did not exclude the possibility that it might have ended up in the
wa-t‘papor basket with other papers.

f . She stated, however, that she assumed full ronponnlbtlity on
‘ﬂho basis of her negligence in failing to place the onvelopo in the eafo

I
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inmediately upon her return to the office, that she had therefore
determined not to repert the loss and to replace the money by borrowing
sufficient funds to cover the loss, which she had hoped to de before the
monthly cash ceunt in cennection with the financial repésrt for Mareh.
She told me that she wag not in faot certain as to how much money hed
remained in the envelope at the time of {ts loss, since she could not
reconstruct with certainty whioh payments had been made from the envelepe
prior to 1ts loss. She said she had put part of her March salezy inte
the cash box, and that her intention had been to complete her postings,
determine the exact amount short, and replace that smount before the
March cash ecount,

She said that she had decided not to report the loss and to
take the above ceurse of aetion for the additional reasons, aside from
negligence on her part, that she did not wish to cause difficulties for
the office and because she did not wish to jeopardize her chaneces of
obtaining a jeb with the Committee in New York, which, since she was
already in possession of imaigratioh viges for herself and her femily,
would meke it posesible for her to emigrate to the United States, She
asked that I not repert the loss to Mr. MocCargar, stating that Devy had
prewnised her at the time she signed the promisery note that he would not
consider it necessary to report the loss to anyone in this office or
to New York if the money were returned before the financiel statement
for Mareh was completed. I replied that I was of course obliged to
repert the situation to Mr. McCargar, that while I might understand her
reasoning and motives I sincerely regretted that she had not reported
the missing funds {mmediately upon discovery, and that her begt course
of agtion would be to replace the funds at her ecarliest possibility,

I then asked Dzvy to come to my office. He repeated the
information he had given me the preceding day, explaining that he had
obtained a promisory note from Mrs, Kurtovitch covering the amount
micsing, due 13 April 1938, He said that he had initially asked her to
sigh a note payable 1 April 1938 but that upon her explanation that she
heped and fully intended to repay the amount by the first of April but
that she could only be certsin of repayment prior to the fifteenth of
April he had agreed to the latter date. He explained that he had pre-
viougly told me from the door of my office that "everything is under
contrel” in order to create the impression on the part of the office
staff within hearing range that there were no problems over the cash
count, I told him that Mrs. Kurtoviteh had informed me of his agreement
with her not to report the missing funds te anyone in this office or in
New York. Davy stated that Mrg, Kurtovitch had promised to replace the
noney at the earliost possibility and in any event prior te the due date
on the promisory note she had signed and that he hsd then agreed te keep
the matter between them. He explained that this was also one of the
reasons why, after the cash count, he had male the statement to me that.
"evarything is under control", but that after further conajdoxatlon
dufing the night of 26 Merch 1958 he had decided to tell me about the
mnigsing funds and did so the following day. I asked Davy if he intended
alifo to report the situation to Naw York, He said he did pot intend to
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do so0, I asked him if he thought that this would affeet his rofessional
status in any way, to which he replied that in his opinfon Mrs. Xurtovitch
had "taken"™ the money but that if it were returned within the agreed
period he would consider that he could properly be flexible enough to
keep the matter quiet, stating further that he was new to the job and
organization, that he had not expected to run into such s situation, thet
he had never rua into thigs kind of situation before, that he did net
wish to cause a great deel of difficulty over the matter, which he hoped
could be settled through return of the money, and that he recommended
thet Mrs, Kurtovitch never be given any further responsibilities in the
organization for hendling funds. I then told Devy that on the basis of
my knowledge of Mrs. Kurtovitch's performance since my arrival in the
office on 26 May 1937 snd in the absence of evidenrce to the contrary I
would be reluctant to adait the possibility that she had in fact taken

N the money but would be inclined rather to aceopt her ectatement that the

N money had in gome manaer dissppeared from her desk, that every effort

would be made to get at the facts in the case, and thet within the frame-
work of his functions in the office I would expect his full cooperation
in this regard,

Later in the day I discussed with Donahue the meetings I had
had earlier that day with Mrs. Kurtovitch and Davy. Donahue expressed .
the opinion that Mrg, Kurtovitch's record and work in so far as he knew !
i1t since his arrival in the office on 16 December 1957 were such as to '
lead him to believe her statement that the shortage of funds resulted
from a loss of these funds, barring evidence to the contrary. Beth
Donshue and I were of the conviction that a full and detailed audit of
all of the financial records of the office was essential to & deter-
ainatien of the facts of the situation, and eccordingly I called Davy
to my effise and requested that he underteke such an sudit immediately,
to be completed in the shortest possible delay, suggesting that the
au#lt cover s peried back at least te 1 July 1937 and beyond that if
su¢h, in Davy's opinien, were warranted., Davy stated that he would
begin the audit es soon as possible, and Donahue stressed the need for
completeness and dispateh. During the period through 17 April 19398, I
repeated this request on many occasions and stressed the importancs of
suéh, an audit and the need for i{ts rapid completion,

: During the night of 28 March 1938 I talked to Mr, McCargar in
New ?ork by telephone and reported to him the events which had taken
place since his departure from Paris, He immediately instructed me to
ask-a:vy to do a complete audit of the books and records of the office
as back as Davy, in his own judgment as a CPA and auditor, believed
nesgssary under the circumstances, I reported that this request had il
al yeady been made, and Mr. McCerger instructed me to do everything
ne/cgesary to facilitate in:the shortest period of time the completion
of! a’report by Davy on the state of our financial records and as to
hether or not there was any evidence of financial manipulation.
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On 1 April 1998, I had lunch with Davy; during which pre-~
parations of the finansial reports for Marah were digcussed. I asked
Davy whether he intended to observe his agreement with ¥rs, Kurtovitch
or whether he intended to note the missing funds in his financiel repert
as of 31 Merch 1938, He stated his intent that £f the funds were ro-
placed prior to completion of the report he would treat them as having
been on hand as of the 31st of March. He explained further that since
he was now on the jodb and since in any event he wished to incorporate
saeverul changes in the format of the financial reports he would be
unable 30 complaete the March report for some time, notwithatanding the
assistance Mrs, Kurtovitch had been giving him, during whieh interval
he hoped Mrs. Kurtovitch would be ables to return the full amount out-
standinge I raised no objection to this, since the situation uaa being
reportod to Mr, McCargar in New York,

2. Aaxil 192358
' During the night of 3 April 1998 I talked to Mr, MeCargar in

New Yoxrk by tslephone and reported to him the developments which had
taken place since 28 March 19%8,

Aoz 3 Apzil 1938

On the 4th oxr 35th of April, during proparation of the financial
roport for Merch, Davy discovered that Mrs. Kurtovitech had erroneously
enterad a scash refund of 2,100 francs into the cash acceunt ledger as
s refund of 21,000 francs, and thias discovery had the effect of in-
creasing the total of funds misceing from 760,000 france to 778,900
france. Mrs. Kurtovitch immedietely stated her intent to replace the
additional 18,900 francs. This new situation was reported to Donahue
and te me by Davy and Mrs, Kurtovitch separately, without delay.

2.ex 7 Aczil) 1938

On the 5th or 7th of April, Mre. Kurtovitch informed me that
epo had the sum of 220,000 francs on hand and that she heped to obtain
the .balance and replaee the full emount loet within a day or se,

4 During the night of 8 April 1998 1 talked te Mr, MoCargar in
New“vork by telephone and reported to him the developments which had

: txl ® place since 3 April 1958, Mr, MecCargar informed me that Davy had

dy made 8 report to New York concerning the shortage of fundse as

of 26 Mareh 19%8. Mr, McCargary asked as to the status of Dsvy's audit
and report, I roported that Davy had advised me on several occasions
thgt e had not in fact bagun the audit as yet, due to his precccupetioen
with- pq.paratson of the March financial report. My, MeCarger instructed
u) tq\lnpreat upon bDavy the urgency of the need for s completed asudit,
A
/ ‘;
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He also asked that he be advised immediately by cable as soon as the
full emount of the missing funde had been replaced,

2_ARzil 1928

on 9 April I left Parts for Munich and Berlin on officisl
business,

A0 Apxil 1928

On 10 Apxil 1938 Mrs, Kurtoviteh succeeded in obtaining further
loans and ryplaced what was thon thought te be the full amount of the
cash shortege, 778,000 franes. This transaetion was supervised by
Donshte, and the full smount was turned over to Davy in exchange for the
prenisosy note which Mrs. Kurtovitch had executed with Davy at the time
the shortage was originally discovered, Donahue then cabled Mr, MeCergar
in New York inferming him thet the full amount of the shoztage had been

_raplaced,

Late in the night of 10 April 1998 I returned to Paris from
Berlin.

A2.Aa241. 1228

On the morning of 12 April 1958, the March financial roport
was completed., It had been prepared by Mrs., Kurtevitech under Devy's
close supervision and had been typed by Mrs. Kurtovitgh, Accerding
to Davy and Mres. Kurtovitch, the repert had been further delayed by the
fagt that in reviewing the finished copy Davy had made several cerrections
and had decided to make one or two minor changes in format. These
corrections and changes were then made by Mrs, Kurtovitch, and the
finfshed report, signed by Davy, was turned over te me shortly befoxe
ny opartuxo for Orly to meet Mr. McCargar upon his return from New York.
Thc:tOport contained ne mention of the shortage of °un¢o as of 3! Mareh
19

A On the way back from Orly, I reperted on the eantire oituatlon

in /detail, During the course of our discussions, Mr. MeCarger told me

thiat notwithatanding the favoreble impressions which we had gained of
o. Kurtovitch during the periocd of her empleyment to date her dis-

ecovering the Committee's funds in full, notice to hor ef her ter-
-lubttou could be delayed for a certain time.

' ;ol wee mandatery under the circumstances but that, in the interest
-0

¥ Upon my retuzn to the office, with Mr. McCargar, later in the
da:‘ Donahue informed us that while I was meeting Mr, Cargar, Davy had

com$d to Donahue’s office to discuss with him both the Mar¢h finsnaial

r'P rt and & separate statemsnt which Davy had cent to lr. Theodore

tine se & confidential supplement to the financial report, which
Toment set forth an analysis of the several rent advances and con-
#nce loens which had been made to staff members from the cash aecount,
‘s statement contained no mention of the shortage of funds as of 3i
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March 1938, In explaining this statement to Donahue, Devy discovered
that the figure on the Mareh financial report for total cash on hand

wag 189,000 francs in excess of the figure he knew it te be. Mrs,
Kurtovitch had slready left the office and could not be reached by
telephone. Davy then arraenged that the Marech financial repert be
corrected to reflect Davy's figure for the total of cash and authorized
advences 83 of 31 Narch 19%8, excluding mention of the 778,900 francse
nission ss of that date but replaced by MNre. Kurtovitch on 10 April
1938, Davy then left the office to go home, Shortly thercafter, Mrs,
Kurtoviteh returned Donahue's telephone call, Donahue called Davy, and
it was arrenged that both Mrs. Kurtovitch and Davy would immediately
return to the office to examine the 189,000 franc difference. Upon
their arrival, end after rechecking the financial repert, Mrs, Kurtovitch
digecovered that the above difference resulted from an errer in pesting
travel advances in the amount of $450 made from our doller account.
These advances had been posted twice, once as an expenditure from the
dollar account and once as an expenditure in travellers' cheques frem
the cash account., After verification from the file of letters of in-
struction to the bank that the expenditure had in feet been a transaction
in the dollear account, and upon correction of the cash ledger entry in
aceordance with this verification, the effect was to increase the caeh
ledger balance by 189,000 francs, or the equivalent of $430 from the
travellers' cheque portion thereof, and hence to increase, in effect,
the total of funds missing as of the original cash count on 26 March
1998, making this total 967,900 francs, Mrs., Kurtovitch then met with
Davy in his effice and executed s promigory note for Davy for the amount
of 189,000 franss and stated her intent to replace these funds at the
sarliest possibility. Shortly thereafter, in discussing this promisory
note with Denshue, Davy stated that Mrs, Kurtovitch had revealed to hia
that she had "taken" the missing funds. In sceparate convexsation with
Donshue, however, Mrs., Kurtovitoh gtated that she did not take the money
and that it was lest, misplaced, or stolen.

Upon obtaining the above information from Donahue on our ar-
rivel in the office on the afternoon of 12 April 1958, Mr,. McCargar gave
instructiens that the March financial report should be held &in the
offices until Monday, the 14th of April, at which time further discussions
would be held on the subject,

A4 Apxpil 1956

On 14 April 1958, Donahue, Davy, and I met in Mr, McCarger's
office, At Mr, McCargar's request, Davy reported on all developments
since Mr, McCarger's departure for New York on 2% March 19%8. In answer
to Mr, McCoarger's specific question, Davy again stated that in his
opinien Mrs., Kurtovitech had in fact taken or "borrowed"” the missing funds.
Mr, MoCargar then reiterated to Davy my aearlier and repeated requests
for a complete sudit of our books of account and finencial records as
far back ae Davy, in his professionel judgment, considered necessary and
zequeated that this be donoe with all poseible haste, Mr, MeCargsr then
defined three categories of advances which from that date would constitute
the only authorized advances permissible in the office, as follows:

t
»
I

\
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(a) advances in connection with the initial heavy expenses of reanting
housing accommodatians, {(b) travel advances and advances for official
entertainment, and (c) adwances to the separate petty cagh fund main-
tained by s designated officer, currently myself, to meet official pay-
ments whigh might hsve to be made on weskends or holidays, when the
regular cash account funds sre not obtainable, Mr. McCargar instructed
me to srrange that all membders of the staff repay by 18 April 1958 all

advances which do not fall in the above categories. This was accomplished,

The March financial report was forwarded to New York on 14
April 19358 together with a mamorandum setting forth uetails on the dis-
covery that the additional 189,000 francs were nissing as of 26 March
1938, Davy previded Mr, McCargar with a copy of s "Revised Statement
of Cash on Hend", prepared by Davy, which listed the 189,000 francs as
being outstanding to Hps. Kurtovitch and as having been obtained by Mrs.
Kurtovitch on 31 March 1958, which he had forwarded to My, Augustine to -
replace the earlier confidential supplement to the financial report,
This statement made no mention of the 778,900 francs missing and repleced
on 10 April 1958,

A2 Aoxil 1922

On 15 April 1958, 1 again digscussed with Davy the progress of
‘his sudit, He informed me that he had completed the months of March
and February 1998 and was working on the month of January 19%8, He
stated that he planned to do a detailed audit back through December 1937
and then only spot checks for the period November through July 1957. I
told Davy that thig would be insufficient and thst the requirement was
for a detailed audit back at least as far as 1 July 1937, to the previous
eudit, and beyond that date 1f the records gave any evidence of mani-
pulation.

On the evening of 15 April 1958, while reviewing the entire
situation with me, Donahue recalled thet in one of his early conversations
with Davy shortly after the funds had been found to be missing Davy had
stated to Donahue that he guspected Mrs. Kurtevitch of "borrowing” the
money, that he had certain evidence "in black and white" supporting this
contention, and that when he knew Donahue better he, Davy,would tell
Donahue what it was, : ’

: .

On the morning of 16 April 1958, in the course of conversation
with General Howard L. Peckham, who was in Paris during the day, General
Peckham showed me a letter (which I believe is dated 2 April 1938) whioh
he had received from Loudert and asked for my comments on ft. I stated
tiyas I had been unaware of the existence of the letter up to that time,
that . to the best of my belief Mr. McCargar was likewise unaware of the
oxlstence of the letter, that the letter revealed an attitude on the
part of Loubert which I considered to be inconsistent with his positien
and éutlos. since he had written out of channels and had stated in the

lot?ﬁr that he considered himself able to decide which program matters
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should be referred to Bauer and Mr, McCargar and what did noet concern
Bauer and My, MeCargar, snd that I did not consider the pregram preposal
outlined in the letter as warranting enyone's serious consideration,
Later in the morning, General Peckham showed the letter to Ir. IcCargar
and also discussed the letter with Louberzt.

On the afternoon of 16 April 1958, prior to Mr. ueCargar‘u
departure for Rome on that afternoon, Mr. McCerger, Donahue and I met
to discuss the developments of the 13%th and 16th of April, Cencerning
Davy's coaments to Donahue in reference to hig evidence "in bleeck and
white” ageingt Mrs. Kurtoviteh, Mr, McCargar, upen hearing the details
from Donahue, instructed me to request an explanation of the circumstances
from Davy and obtasin from him the document or deouments to which Dawy
had referred., Following my report on Devy's explanation of the status
of his audit, Mr, McCargar ins tructed me to press Davy to expedite his
work and te take any steps which I might feel necessary to speed up this
work,

4l Anxil) L1208

On the morning of 17 April 1938, I called Donahue and Davy to
oy effice., In discussion with Davy, Donahue referred to the eariier
exchange in which Davy had mentioned having evidence "in black and white"
of Mrs. Kurtovitch's guilt, and Davy confirmed both his suspicions of
Mrs. Kurtoviteh and his comments to Donahue regarding the documentary
evidence., I then expleined to Davy that since the situation transcended
finsancial matters and concerned Mrs. Kurtovitch as a staff member of
this office it was incumbent upon him to provide me with a complete
explanation of any and all i{nformation which he had on the matter, in-
cluding the documents which he had earlier stated were in his possessioen.
I further eoxplained that Donahue and I had discussed this with Nr.
MeCsrger prior to his departure and that Mr, McCargar had instructed me
te request this information and the documents of Davy, Davy stated that
he did not in fact have the documentary evidence and had net in fact
seen {t but that Loubert hed told him of its existence, which fact was
one of the bases of his suspicion of Mras., Kurtovitech. Davy explained
that Loubert had told him of previous shortages in Mrs, Kurtovitch's
cash account during the period when Loubert had beon Administrative
Officer. He seid that Loubert had told him that he, Loubert, had loaned
Mpg. Kurtovitch money to cover these shortages, that he had documentary
oJldonco to prove this, and that he had not reported these oircumstances
g Mx, leCarger at the time. Davy stated that he had not doubted

ubert's veracity and that he had not asked Loubert to produce the
OGu-ontary evidence to which Loubert had referred, Davy further stated
,ehat Loubert had asked Davy not to reveal this informstion te anyone,
e that Loubart had menticned having in his possession certain information
aga#not #Mr. McCargar which he, Loubert, would bring to General Pechham's
;atyention {f Mr, MoCargar or anyone else attempted to harm Loubert for
his failure to report the previous shortages. Davy stqted that Loubert
hgd said to him thet this other information on Mr. McCargar would cause
§ complete upset in the office and that Loubert had asked Davy not to
/'eveal anything of their conversation to anyone, In response to my
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questioning, Davy stated that he did not know the nature of the infor-
mation which Loubert referred to as being against Mr, McCargar but that
he tended to believe that Loubert did in fact have such information, on
the basis of Davy's reaeening that since Loubert had been accurate in
his earlier suggestions that funds would be found missing in Nrs. Kur-
tovitch'’s cash account then Loubert would also prebably be accurate in
his reference to information against Mr. McCargar. At least thres times
during the dicussion which ensued, I querried Davy on Loubert's reference
to General Peckhaim as the person to whom Loubert weuld bring the infor-
mation on Mr, McCargar, and Davy confirmed that Loubert had in fact made
this reference. Davy said that Loubert had expressed the belief that
Mz, McCarger was hostile toward him and that he, Loubext, had in fact
for gsome months been in Mr, McCargar's disfavor. During the discussion,
Davy stated, and repeated several times, that he had made no previous
mention of his conversation with Loubert or of Loubext's remarks to
anyone in or out of the office, that he did not intend to do so in the
future, that he considered this sigtuation outside his domain as Accountant,
and theat he sincerely hoped, in view of what he thought would be grave
reopercussiens for the office and the organization, that neither Donahue
nor I would consider it necessary to relay his repetition of Loubert’s
remarks to anyone olse in the organization., At one point, in fact, Davy
counsslled ue not to report en any of thi: In this same meeting, I
again discussed Davy's audit with him, and he gave me the estimate that
he could complete the work in spproximately two weeks,

On the evening of 17 April 1958, I talked to Mr, McCargar {n
Rome by telephone and reported to him in detail on the developments since
hig departure from Paris and on the statements made earlier that day by
Davy., Mr, McCargar instructed me to make a further effort to speed up
the completion of Davy's audit and to telephons him the follewing day
wilth the results of this effort. He also stated that he would, under no
circumstances, see Loubert alone in the future.

A8 Apxil 1958

In aecordance with these instructions, I again discussed the
audit with Davy in Donshue's presence on the morning of 18 April 1998,
and upon obtaining Davy's statement that a further two weeks would in
fact be his minimum requirement to complete the work I stated that are
rangezents could be made for professional assistance 1f he belisved this
would advance completion of the job. Davy replied that he belfieved this
to be unnecessary but that he would consider the nmatter and advise me
later 4in the day. In the afternoon of that day, Davy informed me and
Donahue that he had decided to accept assistance, that he had discussed
the matter with Summerscale of Haskins and Sells, snd that he had agreed
th Summerscale that the latter would cable Haskins and Sells in New
ork to obtain clearance to assign a staff member in Paris to enter
this office and assist Davy with his audit. I immediately informed Davy
that this was contrary to my understending with him and in fact contrary
to normal procedures, and I instructed him to contact Summerscale and
cancel these arrangements, pending completion of arrangements through
nermal channels. Davy subsequently informed me that he had withdrewn
<his request to Summerscale.
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Later in the afternoon of the same day, I talked to MNr.
McCargar in Reme by telephone and reported these developments., Mr,
McCargar dietated his request for information as to when Mz, Thomas
Myers, the Cemmittee Security Officer, might arrive in Paris, stating
Mgz, McCargar's inportant need for Myers' presence (PTEXNY 545 of 18 Apxil
19%8), and, based upon our mutual desire for an independent audit, dictated
his official request for a fully complete and detaeiled audit of all the i
rocords in this office by Haskins and Sells (PTEXNY 546 of 18 April 19958)..

29 Arzil 1938

On 20 April 1938, Ur. John F. Leich arrived from New York. On
this and subsequent days, Mr, Leich was briefed by me .and by Donahue as
to the current situation in the office and as to the developments which
had tsken place from 23 Harch 1958 to date.

2).Apxil 1928

Oon 21 April 1938, Davy informed me and Donshue that during the
ceurse of a telephone conversation that day with Summerscale on locating
an spartment Summerscale had informed Davy that Summerscale had received
eabled instructiens from Haskins and Sells New York to undertake a com=
plete audit eof the records of this office with Davy's assistance. 1 alse
informed Davy that Mr, McCargar had requested such an audit on 18 April
1958, Davy stated that Summerscale had expressed surprise that his in-
stzructions were in effect the inverse of the arrangements which Davy
and Sumserscale had previcusly decided upon, Davy likewise expressed his
surprise and his concern, fros & professional peint of view, and he fin~
formed us ef Summerscale's intent te gquery hies New York office by cable
and to peint up the nature of Lavy's earlier to?uo.t to Summerscale,
fncluding an endorsement by Summerscale of Davy's earlier appreach. I
explained to Davy that the decision to undertake the audit in the manner
relayed to Summerscsle by his New York office had been reached by ths
apprepriste of ficers of the Committee in New York, and I expressed the
opinion that neither Davy nor Summerscale were in a position to question
seriously Summerscale's instructions, advising sgainst their formal
questioning of these instructions and reiterating the urgent need for
the earliest possible completion of the audit, Leter in the day, Davy
informed me that Summerscale had not in fact sent the cable under
eonsideration,

23 April 19%8

On 22 April 1938, word was received from New York (NYTEXP 447
of 21 April 19%8) that Haskins and Sells were being instructed te under-
take the audit and that we were at liberty to communicate with Summerscale.
I informed Davy of the contents of this message and telephoned Summerscale
as to the earliest possible date that he could begin the audit, stating
that I would appreciate his undertaking to begin the werk that afternoon,
the 22nd. Summerscale stated that he had been surprised to note that his

instructions seemed to go counter to Davy's earlier recommendstions to
hie, Summerscale, to which I replied that both Davy and mysélf were
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bound to ebserve the decision taken by our New York office and that under
the circumstances and speaking on behalf of Mr. McCargar and the Committee
in New York I would sppreciate the earliest possible initiative on hie
part to assign a staff to the job without delay., Summerscale stated thst
he found it impossible to begin the job on the 22nd, but aftsr consulting
with a partner present in his office he stated that he would arrange to
start the work the following afternoon.

23 Apxil 1908

On 23 April 1958, Summerscale telephoned teo state thet again
he found it fmpessible to start the work as scheduled but that he weuld
send someone sround the following morning to begin the sudit, explainihg
that in the interval he had svery confidence in Davy's ability to continue
the Jobo

24 Acxdl 1933

On 24 April 1938, Mr. Leich left Paris for Stresbourg. Late

in the morning Messrs. Robillard, Evans, and Roberts from Hagkins and
Sel1ls Paris arrived in the office with a letter of intreduction from
Summerscale. In Donschue's presence, I outlined bziefly end in general
terms the situation confronting us with regard to the funds miesing frem
the cash acceunt and gtated that a complete and detailed sudit of all the
fiscal recordas of this office was required, that this examination should
ftnvolve every item of these records back as far as 1 July 1957 and beyond
that {f there were any indication that this would be necesssry to obtain
a1l the facte in the situation, that there wag urgent need to complete
the audit at the earliest pessible date, and thet acting on behalf of
My, McCargar and the Committee I assured Robillerd and his assoclates
of the full coeperation of every member of the office in any manner which
Rodillazd cight dssm necassarsy to obtain all the facts bearing on the
audit, Robillard stated that Summerscsle and other members of Haskins
and Sells, including himself, were already reasonadbly well informed on
the situation in our office, as & result of a number of conversations
whiech Davy had already had in the Haskins and Sells office., I said that
I/was availeble at any time for consultation on any matter, and that
onahue, as Administrative Officer, would werk closely with Robillarxd

//nnd his associates in eny manner they wighed to indicate.

1 then called Davy into this meeting, introduced Davy to
Robillard and his assoclates, restated the requirement of a complete and
detailed audit of all the fiscal records of this office as fir back at
leoast as 1 July 1957, restated my assurance of the full cruperation of
every member of thie office in any manner which Robillard might deem
necessary to obtain all the facts bearing on the audit, aad stated that
Davy, as Accountant, would work closely with Robillard and his associates
in any manner they wished to indicate.

I then asked Robillard for his estimate of the date of completion
of the audit., Robillard stated that he couid not give such an estimste
before 28 April 1958, at which time the audit would have progressed
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sufficiently to permit such an estimste. I then showed Robillard and
his associates to the conference reom, Davy produced the requested fiscal
records, and the audit was begun.

‘Later on 24 April 1958, General Peckham arrived in Paris and
Mr, McCargar returned to Paris from Rome, Donahue and I reported to Mr.
McCargar on all dovqlopnents which had transpired during his absence.

23 Apxil 1938

On the morning of 23 April 1938, Mr. McCacgar informed me that
he had mentiened to General Peckham that because of certain difficulties
with. Leubert which posed a digciplinary problea for Mr. McCargar and
because Loubert had not as yet been informed of the Committee's decisten
to terminate the FECS organizational.atructure, which also posed a
problem in discussing FECS activities with Loubert, Mr, McCargar would
appreciate General Pegckhamn's agreement not to accept an interview with
Loubert, to which General Peckham assented,

Later in the day, Mr. John Bauer arrived in Paris from Munich.
During a meeting between Mr. McCargsr, Bauer, and nyself, Mr. McCarger
asked Bauer what his recommendations were regarding Loubert, the cire
cumstances having already been described to Bauer at lunch, Bauer
replied that his recommendation.was that Loubert be discharged immodiately.

21 50xil 19938

On 27 April 19%8, Mr. McCargar and I went to Strasbourg.

22 Apxil J928

On the afternoon of 29 April 1958, Donahue telephonsd Strasbcurg
for Mr. McCargar. As Mr. MeCargar was in 8 meeting I took the call.
Donahue reported (1) that Robillard had not appeared in the office on
28 April 1958, thet in response to Donahue s request on the afternoon
of the 29th as to an estimate of the date of completion of the audit
Robillard had esked for another day before giving this estimate, (2)
that Davy had called Donahue to his telephone on the afternoon of the
29th to speak with Mras., Kurtovitch who was then outsfde the office, that
Mrs, Kurtoviteh had explained in thig conversation her immediate need
for 15,000 francs to pay the doctor (frem whose office she was speaking)
for medical attention which the doctor had told her she then needed, that
Mre, Kurtovitch had requested Donahue's authorization of a 15,000 franc
advance against her May salary, that Denshue had agreed to this, that
Mrs, Kurtovitch then returned to ths office, obtained the 15,000 francs
from Davy, and left the office, stating that she was returning to the

.docter’s office to pay her bill, and that Mrs. Kurtovitch had subsequently
roturned to the office to continue her duties there. I then told Donahue
that' I concurred in his decision.

1 Mgy 1958

j/{"' Late {n the evening of 1 May 1938, Mr., McCargar and 1 returned
t pat"o
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2 Hay 1939

On the morning of 2 May 19358, Mrs. Dolores Pald informed me
of the deteile of a conversation between Davy and Robillard which she
had overheard while working in her office on the afternocon of 30 April
1988, I adviged hor to make this information a matter of the written
record.

Shortly thereafte:, Donahue informed me (1) that immediately
upon his return to the office after lunch on 30 April 1958 Mrs, Peld had
infermed him of the details of the conversation between Davy and Robillerd
which she had everheard on that day, {2) that he had thereupon again
requested of Robillard the awaited eatimate on the earliest possible date
for completion of the audit, that Rebillard had taken this occasion to
state that a great deal of gossip and talk had come to him duzring the
eourse of his work in the office but that as auditeors he and his cel-
leagues would ebviously confine themselves to the facts, as they could
be substantiated by the fiscal records of the office, that Robillard had
further stated that he believed the audit could be completed by 9 Mgy
1958 but that two or throe days would thereafter be required to complete
the written report, (3) that Mrs. Kurtovitch had informed Donahue that
Davy had teld her during the morning of 29 April 1958 that Davy was
interested that Mrs, Kurtovitch not suffer from the circumstances of the
situation and that even if she were to lose her position with FEER there
would still be the possibility that she might work with Davy as a member
of the Acceunting Divisien to do his paper work, and (4) that Mrs,
Kurtovitoh hed informed him on 30 April 1958 that she had obtained
assurances from & friend of her family covering a loan to be arranged on
2 May 19358 which would enable her at that time to replace the 189,000
francs outstending, that she was however completely out of funds for the
maintenance of her own family and therefore requested Donashue's
authorization for a further aedvange of 30,000 francs against her Mey
salary, that in the interest of obtaining full replacement of the 189,000
franes outstending he had suthorized and mede this advance on the basis
of his ressoning that Mra. Kurtovitch had obtained through loans and hsd
replaced in the cash account the aum eof 776,900 francs, that she was
actively engaged in attempting to replece the further sum of 189,000
franecs, that her intent to replace the latter sum wes not as yet to be
questiocned, and that a lack of personal funds was understandable. I told
Donohu. that I concurred with him in this decision.,

I was then called into Mr, McCargar's office. ir, McCargar
ohow d me Mys. Palh's memorandum, written during the interval since my
earlier meeting with her, on the conversation between Davy and Robillarxd
whiol she had overhoard on 30 April 19358, A phetocopy of this memerandum
io attiched hereto for the record, Mr. McCarger asked me 1f there had
bvbn'@ny regponse to date to his earlier request to New York of 18 April
19bq s to whon Myers might arrive in Paris, On my negative reply, he
stated that he was of the conviction, in view of the digruptive and de-
moraliifing effects of the remarks which Davy had variously made to the
auditory, Mre., Kurtovitch, Donahue, myself, and to several of the
eootpta§§oa in the office, that the situation hed resched the point where

.
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his sense of duty and responsibility could no longer permit him to
postpone a direct intervention on his part to curtail Davy's irrespensible
conduct in this regard, despite his preference that such intervention

be made on all levels of the situat!on at once by a competent officer

from New York, in view of Loubert's threats against Mr. McCargar and in

- view of Mz, McCarger's own desire that the matter therefore be handled

by such an officer to aveid further dispute and difficulty within the
Division, Mr, McCargar further stated that notwithstanding this latter
point and his desire that the aituation be resolved with the lesst
pessible 111 effect upon the entire organization, which mijht arise
through some unpredictable public or private reaction on the part of
Loubert, he could net in full conscience further postpons a cenfrontation
with Loubert on the 'atter's threats .against Mr, MeCargar and on the
nature of the adver .. information which Loubert had profeesed to Davy to
have agsinst Mr, loCargar. 1 exprogssed complete agreement on all points.
Mr, MgCargar then informed me of his decision first to discuss with
Loudert in ny presence Loubert's personal letter to General Peckham on
program mstters, second to confront Loubert and Dsvy together, in the
presence of myself and Donahue, regarding the statements which Loubert
had made to Davy and those which Davy had made to me and to Donahue since
the situation first arose, and third the termination ol Mrs, Kurtovitch
or her resignation could no longer be postponed.

My, McCarger then dictated his request to New York (PTEXNY
367 of 2 May 1998) for a reply to his earlier message (PTEXNY 54% of 18
April 19%8) concerning Upor-' presence in Paris,

Accordingly, Loubert was called into Mr. McCargar's office. “r,
McCargar informed Loubert, and I confirmed the fact, that during his vieit
to Paris on 16 April 1958 General Peckham had shown both of us Loubert's
earlier letter to General Peckham concerning Loubert's discussions with
e French motion picture producer on the possibilities for the production,
withi FEC assistance, of a motion picture on the life of Lafayette.
Loubort indicated that he had written such a letter. Mr. McCargor asked
Loubért why he had not previously informed Mr., McCargar of these dts-
ns involving a French citizen and a proposed project fer FEC
*'te Loubert replied that inasmuch as the producer was a personal

48 own personal affaire., My, McCargar then asked on what basis

Brt had considered it possible to cemmunicate directly with General
foc ham on such a subject without first discussing it with Mr, McCargar.
L ,'Qtt msade no reply., Mr, McCargar then observed that in his letter
QWrt had stated to General Peckhem that Loubert wss referring the
pyogram proposal to Gensral Peckham because the program itself fell
Jjutsile the competence of Bauer and Mr, McCargar within the framework

’ef FEGS and FEER, and Mr, McCargar asked Loubert by what right Loubert

having been pressed several times by Mr, McCargar to give an accounting
for s action, Loubert finally stated that "other conditions” made it
possible for him to take such action. Mr, McCargar asked Loubert what
thege other conditions were, Loubert mede no reply. Mr., McCargar then
demanded that Loubert answer the question, to which Loubert replied that

eoulid resume to make such a decision. Loubert made no reply. After

'
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i1f Grey would leave the room Loubert would explain what he weant dy
“other conditions", Nr. McCergar refused to accept thig, told Loubert
that he might see him alone later in the day, and dismissed Loubert from
his office, )

After lunch on the seme day, Mr, McCargar caslled me, Donahue,
Davy, and Loubert to his office, Addressing himself to Davy, Mr. McCargar !
enumerated the statements which Davy had attributed to Loubert during
Davy's discussion with Donshue and myself on the morning of 17 April !
1958, s¢ roported above, Mr, McCargar then ssked Davy whether he had in
fact made these statements, Davy stated that he had gone out for coffee
with Loubert & day or two after the cash count on 26 March 1958 had
rovealed the shortage of funds, that he had done so for the purpose of
thanking Loubert for the latter's "tip-off" on this subject, and that
during the course of their conversation on this occasion Loubert had msede
the statenents te him which he reported to Donahue and myself on 17 April
1938 with the sole exception that neither Loubert nor he had ever mentisned
General Peckham as the individual to whom Loubert would reveal what he
had againgt Mr, McCargeary., Donahue and I took exception te this point,
since Davy had mnentioned General Peckham {n this  onnection at least
three times in my office. Mr., McCargar then asked Loubert £f he had in !
fact nade these statements to Davy. Loubert confirmed that he had made ’
the statements, with the sole exception that he had made no mention of
Conerel Peckham. Mr., McCargar then asked Loubert to state whatever case
he consfidered himself to have against the office, Mr. MoCargar, or any
other member of the staff. Loubert refused. Mr. McCargar then ordered
Loukert to state his case. Loubert refused, saying that he had the right
to refuse Mr. McCargar's order and that he would meke his charges only to
the "proper authority in New York", Mr, McCargar then told Loubert that
he considered Loubext's conduct of the past few months ss strange, that
he considered Loubert's present role in the situation as completely beyond
comprehension, that on the surface of things he considered Loubert to be
s security risk, that he had requeated the presence in Paris of the
CHanittee’s security officer to look intc the entire matter. My, NcCargasr I
en dismigssed Loubert and told him to walt in his office. :

Addrescing himself next to Davy, Mr. McCargar, seated at his '
desk and: gensulting Mrs. Pald's memorandum on the desk in front of him, !
enunerated the remarks which Mrs. Pald reported as having overheard Davy !
meke to Robillexrd en 30 April 1938. Mr, McCargar asked Davy whether in

fact he had made these remarks to Robillard on that day. Devy did not :
deny having made these remarks. He stated to NMr, NcCargar that he felt |
1t his duty to tell the auditors everything he knew or had heard and to !
convey to them his opinions., Mr. McCazgar then oxdered Davy to state

any charges or allegations of any nature which bavy might have against )
Mr, MocCargar, me, Donshue, or any other member of the staff, Davy stated :
that he had none. My, McCargar then told Davy that Davy wes responsible

for having immeasurably confused an already intolerable situation by toe

much irresponsible talk to too many people with insufficient regsrd for

the basic facts in the situation, Mr, McCargar instructed Davy to re=

strict himself to the facts of the matter, to convey all facts pertinent

to the audit to the audisors, to convey immediately to M¥r, McCargar, or

in his sbsence to Grey, or in their absence to Donshue, all information
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of a factual nature which was pertinent in any way te the situation, and
to cease all discussion of the situation with any other member of the staff
or any unsuthorized individual outside of the staff, Davy agreed, Davy
thon gtated that he had obtained s signed "confession™ from Mrs. Kurtovitoh
on 30 April 1938 in which she hsd stated that she had “"borrowed® the
missing funds for "personal obligations". Mr, McCargar asked Davy to
produce this document immediately. Davy replied that he ecould not do so
since the document was in his apartment. Mr, McCargar then ordered Davy
to bring the document to Mr. McCarger's office tha following morning.. Davy
stated he would do so, but only after he had obtained copies for himself,
When agsked for further details on the document, Davy explained that he had
written out the ®confession™ for Mrs. Kurtovitch and asked her to sign it,
which she did. He stated that in addition to the "confession" the docue
aent contained a further paragraph, elso signed, wherein ft wa: stated
that Mrs, Kurtovitch hoped that the document would not be used to. “crucify®
her, that she would repay all the missing funds, und that she hoped the
Connittee would continue her employment in some other capacity to make

it possible for her to pay off her indebtedness. Dsvy further explained
that he had obtained Mrs, Kurtevitch's signature by “"using” several devices.
He stated that he had told her {13 that if she signed the document things
would be simpler for everyone, (2) that he would then "call off the audi-
tors® and thus obviate the necessity that they question her and other
mombers of the staff in greaster detail, (3) that the situation would
thereby not be unduly magnified, and (4) that if she theredby lost her job
he, Davy, would intexcede in her behalf and possibly srrange for her to
work for him. Davy said that he had also werned Mrs, Kurtoviteh not to
sign the doocument unless she considered it the proper thing to do. I then
asked Davy what his motives had been in drawing up the document, He
Toplied that he had wanted to clarify and resolve the situation and that
he had done so &n the interests of the management, I asked Davy whether
he had had personal motives in hiy actiocn, whether he had intended thereby
alee to obtain a factual basis for his several statements from the 27th

of March enward to the effeet that Mrs. Kurtovitch had "taken” the missing
funds, Davy denied thig, I stated that I nevertheless questioned his
personal motives in preparing the document for Mrs, Kurtovitch's signature.
Donahue then asked Davy whx Davy had not informed Donahue of the existence
of the "confession™ on 30 April 19358 at the time Donahue had authorized

and Davy had made aveilable the additional 30,000 franec advance to Nrs,
Kurtovitch against her May salary. Davy stated that ne was then awaiting
Mr. McCargar's return from Strasbourg to inform Mr, McCargar of the docu~
ment, Davy then remarked that there was a strange aura of secrecy about
the entire office and its activities and that there seemed to be no
"solidarity”. H>» complained that "everyone keeps his doer shut" and that
there seemed never to be time for the sta?d te lunch together, He sug-
gested that showing movies in the offico o2 holding meetings in which My,
McCargar or I might give short speeches would help to create s greater
sense of solldarity. Mr. McCargar reassured Davy that he was a welcome
member of the office and that the staff sincerely hoped that he would
adjust to working closely with them. He asked Davy to have faith in the
fact that there were valid reasons why the office functioned the way it
did; including shut doors and the absence of movies end lunches.

Davy was then dismissed and Mf. McCargar called Loubert into his

-
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office., Mr. McCargar explained to Loubert that due to Davy's presence

in the meeting earlier that afternoon he had not pressed Loubert at
greater length to revoal the charges which Loubert had indicated he had

to make, Mr. McCargar further explained that since Loubert's statements
and actions had indicated that these charges involved Mr. McCarger then
My. McCarger could only, as a natter of sourse, refuse te see Loubert
alone and had thues asked Grey and Donahue to be present. Mr. MeCargar then
ordered Loubert to state any charges of any nature which he might have
againgt any member of the staff. Loubert agsin refused this order, saying
that he would reveal his charges only to the proper suthority in New York.
Hr, McCargar then ordered Loubert not to communicate on this subject with
anyone other than the individual or individuals suthorized by the New York
office to receive these charges from Loubert, Loubert asked whether Mr.
McCargar was going to suspend him, saying that he was fully prepared and
in fact expected to be suspended. Hr, McCargar replied that he had ssked
for the presence of an officer from New York suthorized to deal with the
situatien, Loubert asgked if My, McCargar axpected him to come to the
office as usual. Mr, McCarger stated that if Loubert did not come to the
office as usual he would cease to receive his galary., Loubert replied
that esince he wanted to be paid he would continue to come to the office,

3. Max 1928

On the morning of 3 May 1938, the reply (NYTEXP 499 of 2 Hay
1958) from the Noew York office, to the effect that Myers would not be in
Paris for some time, was received, Davy falled tec appoar in the office at
any time during the day, and Mrs., Kurtovitch's "confegsion” was therefore
not delivered to Mr, McCargar. During the course ¢f severa! hours, Nz,
McCargar, Donshue, end I digcussed the entire situation at length. Ve
were completely unable to conceive of what Loubert could possibly have in
the way of charges ageinst anyone on the staff, Since Loubert had refused
to make these known, we were unable to pursue a resolution of the situation
diredtly, On the other hand, the faet that Loubert claimed to have such
ehazrges was already widely known, since Davy had digcussed the matter
thrdéughout the offfice, and we were therefore put {n the position of being
uneble to delay a direct resolution of the situation, This, however,

;p}%ed the overriding consideration of the unpredictability of Loubert's
" o Davy's reactions to the seversl straightforward courses of action which

.-/.

l,'

seemed logical and reasonable under the circumstancos., Both individuals,
threugh their actions over the past few weeks and in Loubert's case over
longer interval, appeared to consider themselves undor attack and on
he defensive, and it is impossible to cover in this napo: the aany
events beyond those already covered above which gave Mxr, MeCargar, Donahue,
and me genuine concern in terms of the well=being of the organization
over the possible extent to which either individual might go {f pressed
further under the circumstances, We discussed the Committee's earlier
difficulties in Germany, the Fulton Lewis, Jr. attacks, and other sueh
consideretions, and Mr. McCargar stressed his preference that the matter
be rnferred to New York for resolution, so as to entail the least possible
111 effocts upon the organization as whole. Accordingly, since Mr, Leich
was due in Paris on S May 1958, Mr. MoCargar decided to request New York
authorization for Mr. Leich to intervene in the situation. He discussed
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the matter with Ur. Leich by telephone in Strasbourg, and upon receiving Mr,
Leich's concurrence he dictated & message to Mr, Bernard Yarrew in New York,
outlining the entire situation and making the above request. This message,
unnunbered, was transmitted the afternoon of 3 May 19%8,

Since there had not been time during the previous day for Mr. McCargsr
to inform Mrs. Kurtoviteh of her termination, and since it waes then Saturday
and she was not 4in the office, My, McCargar instructed me to inform Mrs,
Kurtovitch of her termination on the follewing Monday, 3 May 19%98. He salse
instructed me to speak to the suditors on Monday to counteraet any impression
they may have obtained froa Davy that they were to let up in any way in the
thoroughness of their asudit, in view of Mrs, Kurtovitch's "confession"., Ur,
McCergar then deparzted for Rome.

S May 1238

On the nornlng of 5 May 1998, I celled Robillard and Evans to my office,
I informed them that on 2 May 1958 Davy had stated that he had obtained a
signed "confession” from Mrs. Kurtevitch acknowledging that she had borrowed
the sum of 967,900 francs for her personal requirements but that we had not as
yet seen this document., Robillarxd sesid that he had already been infermod of
this by Davy. I asked Robillard if Davy had explained the circumstances undez
which the document had been signed. Rebillad outlined Davy's comments to him
at the timo, enumerating four arguments which Davy had explained te Robillazd
he had given to Mrs, Kurtovitch at the time she signed, which four heve al~
ready been covered above in connection with the meoting between Mr., McCargar,
Davy, Donahue, and xnyself on 2 May 1938, I agked Robillard whether Davy had
asked him to go easy on this aspect of the audit, Robillard replied in the
affizrmative, I then re-emphasized my ecarlier instructions that the audit be
complgte and thoroughly deteiled in every respest, including questioning of
sny mambexr of the staff to the extent desired by the auditors, Robillard has-
tonoﬁ'to state that his professional ethics would not permit him or any member
of his staff to do otherwise under thelr initial instructions from New York,
I thep asked Robillard why in his opinion Davy had obtained the signed state-
ment fzom Mrs, Kurtovitch. Robillard replied that his firsgt impression had
boen; ¢hat Davy had thereby wished to introduce into the record evidence of
the itetal amount of funds initielly missing from the cash account, He ex-
ple a*: that no entry had been made in the cash ledger as of 26 Merch 1938 to
indicate that 760,000 francs had been missing as of thaet day, that no entry
had/béen made subsequent to that date in connection with the additienal 18,900
frd b also miseing, that no entry had been made on 10 April 1958 recording
th kplaoonont by Mzrs, Kurtovitch of the sum of 778,900 francs, that the
s could only note from the figseal records of the office that the sunm
7000 francs was aigsing at the time they did their own cash count at the
niing of their audit, that there was no evidence in the record to substane
te vy'e previous statemente that a total of 967,900 francs hed been mis~
fag, and that he had assumed that Davy had obtained Mrs. Kurtovitch's state-
ent ae the ombodiment of this evidence. As the cash box and ledger have
een in Davy'c possession since 26 Herch 1938 and as I have not seen the

/1edger since that time, 1 cannot personally verify the validity of these

/':ouarku. .

J

Upon his arrival in the office on the morning of 5 May 1998, Davy
wag called to my office and I agkéd him to produce the document signed by
Hre. Kurtoviteh. DRavy said he did not have it with him but would bring it
to me during the afternoen. '

I then called Mrs. Kurtovitch to my office. I asked as to the
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stetus of her efforts to replace the 189,000 francs outstanding, a
question which both Donehue and I had periodicelly asked during the
interval since 12 April 1938. I then informed her that her employment
had to be terminated as of that date but thaet she had the alternative of
submitting a resignation, which she took under advisement, We then
"reviewed the entizre situation congerning the missing funds, during which
she told me that she had on 30 April 1938 signed a paper preparsd by Davy
which purported to be a confession but which was not a true document, since
she had not {n fact taken the money. In response to my query as to the
detaile of this signing, Mrs. Kurtovitch stated that Davy had pressed her
on Tuesdey end KFaodnesday of the previous week to sign such a document.
The arguments which Mrs. Kurtovitch then repested =ss having been used by
Davy te urge her to sign the document were identical to those stated to

Mr, ‘McCargar, Donahue, and myself by Davy on 2 May 1938 and those repeated

by Robillard earlier in the morning as having been previously stated to
him by Davy. Mrs. Kurtovitch then explained that the first document which
Davy had prepared for her signature had slso covered a loss of funds in
1957 but that she had refused to sign that document on the bagis that it
also involved another member of the staff, She sald that Davy then called
Loubert to his office and that the three discussed the situation, Despite
seversl queries on my part, Mrs, Kurtovitch was vague as to the content of
this discussion, other than to say that she had persisted in her refusal
to sign the documont and that Davy had thereupon redrafted the document
to exclude mention of the earlier loss of funds, which document she then
signed, She said that she did not have a copy of that document but that
Loubert had asked her on 2 May 1998 to sign a second document with him
covering the earlier loss of funds and that this second document had been
signed on that day. .She then produced her copy of the second document,
‘A photocopy of this document 13 attached hereto for the record. She
gstated that whereas the document sfgned with Loubert was a true statement
the document gigned for Davy was not. Bearing in mind Davy's earlier
reference to evidence "in black and white" which would suppert the con-
tention that Mrs. Kurtoviteh had "borrowed®™ the funds recently missing, the
reference reported by Donahue on 15 April 1938 and discussed by Davy,
Donahue, and myself on 17 April 1958, I asked Mrs. Kurtovitch what docuw
ment, if any, sheo had signed with Loubert at the time of the first loss
of funds. HNrs. Kurtovitch stated that she had only signed & simple re-
csipt covering loan and repayment of 214,500 franca, witheut explanation
of the purpose or reasens for the loan. I asked her if she had at any
timd since then signed a subsequent document concerning any loss of funds
from the cash account. She stated that she hed signed an IOU for 760,000
lra;cs on about. the 23th of March 1958, an:'IOU for 18,900 francs on about
the/'3th of March 1958, an IOU for 189,000 francs on 12 April 1958, the
doﬁumont for Davy on 30 April 1938, and the document with Loubert on 2
May 1938, but nothing else. I esked Mrs, Kurtovitch why she had not
reported the first loss immediately upon discovery in February 1957 or
duping the interva]l through May 1957. She said that the old office had
be¢$ very crowded, that there was a great deal of confusfon associated
with the aftermath of the Hungarisn Reveolution, that there were many
vi$}tora in the office during the process 9f the move to the new office,
fshe considered herself responsible in the sense that there had been
y) negligence on her part in not taking better care of the énvelope,
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that she was therefore afraid of losing her job and had determined to
replace the money, that of the 350,000 francs missing she had slready
seplaced 135,000 francs but that she had been unable to replace it all
orior to Schuckmann's arrivel in May 1987, 1In response to my query as
to why the loss had not been discovered by Loubert, then Administrative
Officer, in his cash count st the end of February 1937, Mrs. Kurtovitech
stated that there had been no cash sount during the interval from the
loss of funds to Schuckmann's arrival in May 1957.

Shortly after noon on 35 May 1958, Mr, Leich returned to0 Paris
and was briefed by Donahue and myself on developments to date,

Later in the afternoon, Davy came to my office and in the
-pregence of Donahue produced the documont which Mrs. Kurtovitch had
signed on 30 April 1938 and the original of the document whieh Mrs,
Kurtoviteh and Loubert had signed on 2 May 1958, stating that upon hia
return to his office following his meeting on 2 May 19398 with Mr, McCargar,
Donahue, and myself he had found the second document in the corner of his
desk blotter. He explained that the delay in producing the first docu~
ment was caused by his unsusccessful afforts to copy the document on eur
office copy machine, and he then requested that we make two copies
available to him. A photocapy of this document is attached hareto for
the recozd., He statad that he had shewn both documents to the auditors
and discussed them with the auditors.

f That evening, Hr, Leloh and I talked to Mr., McCargar by telew

phone 4in Rome. I reiayed to Mr. McCargar the text of a message received
oarlier in the day from Mr., Yarrow in New York (NYTEXP 301 of 5 May 1998)
. acknowledging Mr, McCargar's message of 3 May 1938 and reperted on all
" developments to date, Mr. McCargar then dictated a message to Mr.
Yargew (PTEXNY 579 of 3 May 19%8) relaying these rocent developments to
hia, and requesting an audit baek to 1 January 1937,
S May 1958

On the morning of 6 May 1998, I met with Robillard and Donshue
in ny.office. I explained that on the previous afternoon Davy had given
ug thé original copies of two documents, which I then gave Robillard to
oxlnigo. Robillard stated that Davy hed shown him on the previous
Weduezday the document signed by Mrs. Kurtowitoh and that Davy had shown
him’ on the previous Friday the document signed by !Mrs, Kurtovitch and
Loubert, Robillard then recounted his conversation with Davy in con-
negtion with the first document, including Davy's statements to him on
what Davy had told Mrs. Kurtovitch at the time she signed the document.
Ilp inted out that Robillard had infermed me on the previous day that
Dav¥ had requested Robillaxd to go easy on this aspect of the audit,
Robillard then stated that he would not wish to be so affirmative about
thig, that one could gain the impression that Davy hed intehded &n his

remqyrks to convey thig, but that Davy had in fact not done }o "in 50 many
words", .

_}. Later in the morning, Donahue and I met with Mrs; Kurtovitch,
Shoikqd decided that ghe would prefer to resign her position but hed not

7\
N
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descided what reaseng to give, and the matter was again deferred, since
Donshue and I did not wish to counsel her in her decision, We then re-
viewed in detail the entire course of developments since 29 March 19%8,

th whicgh the only new information provided by Mrs, Kurtovitch eoncerned
her request to Schallier for a loan, which was first mentioned by Davy

on 2% March 1958, Mrs., Kurtovitch said that she hsd asked Schallier

for the loan of 300,000 francs in December 1937 and that she had discussed
this with Sehallier periodically during Jenuary, February, and March 1938,
8he stated that she had requested the loan in order to repay the Conmittee
the sur of 285,000 francs which had been authorized and made available

te her on 2 December 1957 in connection with the rental fees and payments
involved in changing apartments. This loan had been properly authorized.
She stated that her request to Schallier was in no way related to the

lose of funds in March 1998, She also said that she was aware that
Schallier had discussed her request with Mrs, Warder, the office reeep-
tionist, in December and January. This was subsequently confirmed to me
by Mre., Warder.

Later in the day, Donahue left Paris for Rome, and General
Peckham returned te Paris from Spain,

1 May 1928

: On the morning of 7 May 1938, Mrs., Kurtovitch came to my office
and delivered her letter of resignation,

) On the afternoon of 7 MKey 1998, Loubert appeared in my office
and requested an interview, He stated that he was "going through shannels
this tino‘ and that he was "officlally” requesting permission to speak with
Gon-qnl Peckham. I asked Loubert what the general subject of his talk
with General Peckhem would be, Loubert replied, "Wouldn't you anad

¢fargar 1ike to know", I replied that I assumoed by his remark that
Lombert intended to discuss the situation existent in the office, that he
woyld recall having received orders from Mr, MeCargar not to discuss the

siXuation with anyone other than the individual or individuals asuthorized
by the New York office to discuss the matter with him, and that under the
rcumgtancee I would have to refuse his request, since I was ngt in-
ormed that General Peckhem had been designated to hear Loubert s ocase.

/1 then consulted Mr. Leieh in the matter, who concurred with this
J deeision. Shortly thereafter, Loubert reappeared in my office to request

"officially"” permimion to see General Pechham on a "personsal matter", I
asked Loubert 1f this matter were entirely personal and had nothing to do
with. the affeirs of the office or any other pereon in the office. Loubert
stated that the matter was strictly personal. I then granted permission
on the above conditions, . H

Shortly thereaftor, I telephoned General Peckham and stated
that I understood that General Peckham had recently made an agreement
w!ﬁh Mr, McCergar regarding interviews with Loubert. General Peekham
etated that he had agreed with Mr, McCargar not to see Loubert for the
tinme¢ being in view of difficulties which posed s disciplinary problem.

A
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1 said that I believed Loubert would shortly telephone General Pegkham
requesting an interview and that I believed Mr, Cargar would appreclate
General Peckham's keeping his agreement not to see Loubert. General
Peckham agreed, citing also that he was scheduled to leave Paris in a
short time and that since he hed yet to pack his baggage he would be
unable {n any event to see Loubert., General Peckham then asked if I would
tell him what the difficulties were, I stated that the matter had been
reported to New York and was under consideration on the highest levels
there, that we had not yet been informed how New York wighed to resolve
the situation, and that I would prefer that for these reasons General
Peckham speak with MHr, MeCargar about it, sometime after Mr. McCargar's
return to Paris that evening, if General Peckham chose to do so,

A short while later, General Peckham telephoned to say that
Loubert had called him, had "pleaded” with hin to accept an interview,
that General Peckham had explained his travel schedule but had agreed to
see Loubert in Strasbourg, 1f Loubert wished to go there for that purpose,
and that General Packham believed that in his capacity as the President's
representative in Eurepe he could not refuse to see any member of the
orgenization who expressed a wish to see hinm,

Bearing in mind that we had roootved confirmation during the
day that My, Yarrow would “telephone Mr. MoCargar after Mr, McCergar's
return to Paris that evening, I sent one of the secretaries te Loubert's
house, since he has no telephone, with a note requesting that Loubert be
in the office the following merning for consultation. Sometime later, the
secretary roturned snd told me that Loubert was not at home and thsat Mrs,
-Leubext had refused to sccept the note.

Mr., MgCargar returned to Paris that evening, and later in the
ovontng he informed me that Messrs. Cloyce Huston, Richard GOreenlee, and
‘Theodore Augustine would arrive in Paris the following week to resolve
the situation. Later that evaning, Mr, Leich left Paris for New York,

8 May 1958

A On 8 May 19%8, Loubert did not appear in the offices. AMr.
McCar ar informed me late,in the day that he had telephoned General
Poakhqn in Strasbourg, a7ﬂ that General Peckham stated Loubert had been

to ‘s9e him that day, and'recounted the entire situation of the office and
mi’oiag funds, but with7ht revealing his charge against Mr, McCargar.

On the aftérnoon of 9 May 1998, Mr. McCargar left Paris for Rome.

;
Late i% ithe evening of 11 May 1938, Donahue returned to Paris
/ .

from Rome.
12 Hay 1938
On Yhe morning of 12 May 1998, Mr. Huston errived in Paris from

New York, anf/he and Mr, Groenlee, who arrived the following day, began
their !nvaotlyatlon of these matters.

i
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Free Europe Exile Relations

To: 40 Mo Cargar
Brem: D.PU -7

A8 you know, the partition dividing my office and the
oconference roem is extrmsly thin. Conversations in
ons roon are perfectly sudiblesin the sdjoining space.

On Wednesday afternoon, April )JOth, the auditors froa
Haiskins and Sells were working in the conference room
acd were joinsd by Mr. Davy. Mr. Davy's woice oaught
ny attention, over the ndélse of my typewriter; and I
heard hin say the following things:

"There was snother person here....who prodably smslled

a2 rat and they got rid of hin,* Ne went om about how

it was doth Loubert snd Kurtovitch who told him this.

He then sald that he was almost at the bottom of it all

when “they” stopped his. "They" weve covering wp for

someone on top, he sald, prob.bly'tbo porson in charge.

Re sald, and then repeated it, that both Louberts and
Kurtcvitch told him that once Mc Cargar had Begged Loubert

to cover up on a certain transaction., "I don't know what %
1t was all about but I do now it was a finaclsl transaction®:
Be used the word "begged” both times and stressed it. He
repeated several times that it was the perscn ia chargs sho .
was being covered. FHe then said that “they mre all in on it'
but it origiates "on top®. He mumblad socwething sbout thh
being his statement.

1 think the nature ¢ thds gomversation wmarrants your attentionm.
I shall pef perfectly overjoyed to report this in a more official
way, if you want me to. My indignstion amply comrenaates for
any pangs I aight have about savesdropping on other te: rh's
cenversatinrs,

¢S COPY
ok 4 OFPAR-3FC77) L. A a t .
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