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• •1. 7e met with source at the SWAYZEE apartment on 26 July at
1430. It was re csA il:r apparent that source was a great deal more " •

.......)han he had been at the first meeting: Source ••• at ease .witr
was in good-humor and good spirits-	 .	 .••	 -	 •••

,Source t s diary, covering the 12 July to 24 July period, shOws
-	 ..kaparizi,2.- -off:-of hia_gativ-ities. This has bven somewhat-due tto

	

4itha absence of Eugen0DOLII:a1/14(I:S(iA-I69,. etc.) and 'TitonLIZEO-.'f• •"••	 ••
;K(ThZO-1.69, etc.); • .i.•Irlother factor. has been 4.BRAHMI t a. (14:szg.46q - • •

,..;	 of•hiaiappointment with source in QUevai.	 -
-'3. -41(athing has been heard. from the Jug angle and • it has not hem:
neeessary to lay on plans for -a surveillance in Ililano.

,

	

	 stand, source is to notify us by telephone adding two days to the,
actual date for the rendezvous. Vie would hope to have sufficient

IT • . notice to be able to lay on. a surVeillance at the Porta Nuova 	 •::
• order to be able .to check on this mystifyin, phase of source's	 •

".•:;.	 activities. As matters now stand, source cannot begin to tell us-
• when the next contact will be made. He appears not to be opti-•
. . mistic about the possibilities of an. early- rendezvous, and we-re;*„•,:,

1• •; • : main in extr me doubt aa to the otatus of the Jug project.. .
• •	 •
• • . 4. , Robi QE.ILLEY (MSG-169, etc.) appears to have made some pro-

gress in clearing the way for BULLO to procure ermaments'from
England... However, in the case of tanks and radar material a sz:sa

`... • .• ..seems to have developed, and source is decidedly not satisfied.witti
,the . arrangements Which SEALEY has made. However, BULLO left on ••

;-. 21: July for Innsbruck' and source has not yet had the chance to die....
„cheer he deal with HULLO, who he presumes will be dise.atiefied.
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' 	 Source's own dissatisfaction with the arrangement:I which SRALEY
- ProposeA,Jwas re-emphasized by the context of a conversation between .. .;..

MicheI4MLIAR (MSS-W-2209, etc.) and London which source overheard. 'f' Z;;;
• Source asked us whether he had acted correctly in bringing the . 	 •... . V-, . OLLILN conversation to SEALEY's attention, and we told him that he .,
. had acted correctly inasmuch as he had reacted in line with hiss . . ..:I f ;•,,
cover. .	 . ,.. ,.

.	 :.'_
• •/5. Source has not seen cRcpq i_g4Pculd_OISBA-3230, etc.) daring the'.-:: 1,•i.
1?), period covered by the diary but had a conversation with OLLIAN re-

	

v,.	 .garding this matter. CROSS has apparently continued to promise
' vi OLLIAN	 nthat the questio will be settled shortlY but avoids meeting -, '
i

re i.
OLLIAN personally. Source nuestions, we believe with good reason,

• t"OILIAN's statement that he has 'discussed CROSS with SCELBA. We

	

'	 have, of course, no way of checking on the truth of OLLIAN's state- 
meat, as reported b: source.	 ?;
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tirely-clear picture of C.:that Washington winhes to realize from the:v....
operation. As we now set it, the Jue; angle ainears to be pretty much'.

•

, washed up. The importance of the arms purchases by EirkokBASSMITZ
(correct spelling, not BARKOWITZ) appears to have been exaggerated t

and present indications are that the caches of arms contain littler.
usefUl . materiel. It remains to be seen whether the arms in the -
Brenner Region will produde something of interest. Source's re-
ference to a new type of German mine-detecting device leaves us vemv:%

•akeptical. We have heard a number of similar stories involving
.-Germon equipment perfected .just before the cessation of hostilities
and untried in the field, Without exception, these atoriee have
been made up out of whole cloth.

••.:	 • ;	 • • •	 .

• • • 0 SEaLEY's performance does not indicate any promising operationa/-'
• . leads, in our opinion. Indeed, source's very low opinion of SRALEY,

• ,	 . which is borne out by source's reporting of SEALEY'a attitudes and
manmenvres. tend to confirm that source's relationship with MALEY'

- continues to be more of a potential' linbility than an asset. ,•-• 
••

C;1 
continues to be somewhat helter-skelter,

wed source's activities	 .tinue to have the characteristic of busk- •
shot. We believe that there are strong indications that source
'should be . directed to a greater concentration of his efforts against ..	 •

. selected targets. Ascertain of his opciational possibilities slough
. e."41f4;'and there are increasing signs that this is the trend, wejle- '..

•'',.r.,. -lievewashould give Avery consideration to allowing certain of -.-
source's activities to lie fallow,' while others are deieloced.. In..

' ..:,.. Any belection vf the targetsto Which source could be more intan-. .,	 •
• simely.AireCted, we are somewhat handicapped by not having* an en, 	 ".!•. •

6. The
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8: As indicated in the diary, source has not seen CROSS'in many'
weeks aad it appears unlikely that there will be any change in the
situation in the n,Jar future. For obvious security reasons source
cannot chase off to Rome to contact CROSS there, and CROSS has given
no indication ox: any desire on hie part to contact source. Cources
tactics in cultivating AMAHMI instead of CROSS have sat with no
ZUCCOSS. ABRAHMI's suestion-of meeting in Paris epeers to be
infeasible, and we have instructed source that'he Vnot to go there .
to meet the Rabbi. There is no cover reason for source to make the
trip to Paris, nor do we believe that, the expense Of the trip would.
be justified. It remains to be seen whether LERAir .:II will arrange. • .
to meet source in Geneva during the latter part of August.

19. IZ we assume for the moment that the Jug Ogle dries up entirely,
46.4;j4 that the BUZIO-DOLLIE.::N arms negotiations are of exaggerated impor-

tance, that SE.A.LEY is a dangerous incompetent, that CROSS is out of
the picture, and that meetings between source and ABRAM will con-
tinue to be deferred, where do we go from here? It occurs to us

X.....”4..:.. that it might be well to have source make his trip to the. United
..s.4..r.....4States as soon as possible, rather than awaiting a further downward

trend in his activities. Alternatively, we believe that we should
seleet.one or two projects against which source could concentrate

10.-!sai,m. bia'actiVities. We believe we are faced with . a period Of diminishing
ir....- returns on our investment in source and that it will be well to' •
1 .... Sj.. examine critically what*e . way expect of him in the future. It is

'the writOrs epinion that source is engaged in so many diversified •:- ....AIL.*
activities that he cannot devote to any one of them the time and at4

p..4:-.44-7tention necessary to bring it to a :)roper state of development. . 	 ..
gr, ...a. •

7'; 10. We are not, at this time, prepared to select the one or two
most important targets for concentration by source. We would first
like to have your rn .ntion to the principle of directing source to
fewer but more seleeted activities. If you agree that such a pro-
gram is indicated, we ban then give specific consideration to which :-
projects shoUld be retained. and which should be dropped. On the
other hand, if you agree that source should soon return to the States,
the matter can be held in abeyance pending discussions in Washington,

11. Ue will appreciate your reaction to both alternatives.
A_

. Encl. Attachment A
' • Attachment B

AL\
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to this man, as an American. I noted that this registered and
I shall see if we get any further reaction.

31. On to see(
	

iwho had nothing of any interest.
.	 ..<

32. In the evening I went to see Carlo'PEREGRINI (MSBA-3130,
etc.) at his house for a drink. I asked him if he had had any
news about me from his SIM friends, and he said he had not seen
any of' them for a long time. He was definitely not interested,
and I do not feel that his contact, if any, with SIM is anything
very closely followed.

22 July 

33. visit to :achelKOLLIA.N (IFp -5273, etc..) this morning who
is very angry with Edmond■CSOSS (MSJA-3230, etc.) for not keep-
ing any appointments with him. OLLIAN keeps a cneck on him via
a former girl,friend of OLLIAN, Anna/BRUSALCLLI, who left OLLIAN
for CharlesifOLETTI (1ERa-2595, etc.) and is still with him.
POLETTI and OHOSS have hooke4 up, and are constantly together.
Anna roports that CROSS is spending fabulouStp sums of money on
all the whores of Rome, and CAOSS in an evening with dinner,
champagne, etc., easily spends two to three hundred thousand
lire, and this several times a week.

34. In any case CROSS:continues to write letters to OLLIAN Who
showed me the file promising that the passport question will be
settled shortly, but still never turns up at any of the appoint-
ments to discuss it with him.

35. OMIAN says he has discussed CROSS with SCELBA (MSBA-2712,
etc.) who would be only too glad to have him put out of Italy,
and says if CROSS does not act fairly with OLLIAN he will have
him put out. I have no way of checking this, and OLLIAN is a
terrific liar. However, he showed me photos of himselfend
SCaBA takeng. on a recent weekend they spent together, so they
seem to be on fairly intimate terms.

36. 0LLIA4 and family were received at the Quirinal° in private
audience by EINAUDP (MSB-W-1741) rec3ntly end thanked for his
contributions to the Italian poor, etc. Photoa were allon ym me
of the audience.

37. During the discussion OLLIAN received a call put through to
London. In the conversation he said that lie had seen the Brazi-
lian Ambassador who was in agreement to give all necessary docu-
ments to the British Government for the one hundred and fifty
tanks, and would leave immediately for London if it was necessary.
A second call camd through from OERLIKON in Zurich, and OLLIAli
spoke with EmilBUEHRLE (W1'P-5273, etc.) aaying that he now and
papers, etc. for the one hundred and fifty tanks, which had evi-
dently been proposed to OLLIAN by OERLIKON, and he had been in •

rii• 
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contact with. London who said they would be satisfied with'Brazi
Ilan cover, and what happened to tanks after they arrived in
Brazil would not be gone into too closely.

• W.,	 .•
.. •

33. On to the wedding reception of my fElendo, Major Charles
aOLLAND (MSGA-169, etc.) and Anna Marisi7ORMIGGINI at 37 Via
Pearl°, where I found mast of the Lugano Resistance crowd, as
Anna Maria had been a refugee here during the war, plus the
British Consulate crowd, including the SEALEYs, etc.

39. My wife and I went on to lunch.with the SEALEYs after tho .
reception. They brought along some Yorkshire friends Who are
staying with them. I managed to tell SEALEY what I had heard
OLLIAN saying on the telephone, and kicked up quite a rcw saying . •
that t BULLO and me who were trying to help him he reports that ,
it is impossible to have tanks, an that tho British Governuot
must have all sorts of guarantees, etc. end then I find that7deal.''."
like this is being done by a man like OLLIAN, and the British
Government will close an eye to where they eventually go, etc. 	 -
I got him so worked up that ho rushed off immediately after lunch
to send a cable out on this, and promising me that he would have
the deal stopped.

•

40. Returned to Lugano with our friend, Jim DAVIES (MSBA-3047,
ICI repreeentative in Basel, who spent the night with us..	 -	 ••	 •	 %•	 •	 •	 •

V:..,	 s. -- 	;..,'•	 ..- .	 ' .	".. 	 ,..
%;.•-.,3".:Tuly-r:.	 .., ....	 .	 -	 - .	 .	

•	 .	 .	 • .• •.	•• • .	 .	 •
• .	 „

.'. •	 - Ail.- 'A 's I have told you before, I have always been convinced that .;.-•
- ,BAVIES .haa connections With the service. During the day, spent ..".,
quietly in the househedefinitely pumped me on several subject°. '2,The first was to be documented on the activities of McCAFFREY
(MSBA-2252, etc., formerly spelled MACAFFERY) now living in Italy,

,

and who was head of Britieh Services in Bern during the war. I
see him once in a while in Milano, and have a meal with him. He
told me that the Legation in Barn had told him he was a nasty
egg, and they had no further contact with him.

J10,--
42. Second thing was to know if I knew a certain MicherOLLIAN
now living in Milano. I am sure, he knew I knew him for his quee-
tiona indicated that he knew that I knew. I gave him a fairly	 .
comprehensive picture of who and what OLLIANis and was, but I
could not see clearly just what they were looking for in either -
case.

,

O.- . Telephone call from Romeo MESA (NSBA-3187, etc.) this Morning.
to eay he is leaving for France but would like to arse me at the_ .,.'.
end. of the week.

•■•
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