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- .1, Ve met with source et the SWAYZEE apzrtment on 26 July at ..
1430. It vies re~<ily epparent that source wes a great deal more ** - °
et ease wi \J,hnn he had been at tie first meeting. Squ':r;ce TN
_was in good numworerd good suirits. P

2 .-2,' - Source s diexry, csvering the 12 July to 24 July per:.od, shqwa e
<o ca taparing -offTof hi rj‘ngctlnties. This bas been aomev.ggg/euc to
-J'Ithe abgence .0f Eugen®DOLLLIANK, (I'SGA~169, etc.) ond Tito¥BILLO- ., -
s, -‘(ESQA-IGS, étes) s - fuother factor has beer ARRAHNI's (I&SulL-IGQ -
_‘e‘t‘.e ) cancellat:.on ol h:.s:appcuntment with source in GuOBVE. L.

“3. "’thhme‘ has been heerd from the Jug e2ngle end it has ‘not been S
hetessary to lay oa plans for .a gurveillence in llilenoc. - A9 ratters ,.‘

- "5,}_‘:’ stand, source is to notify us by telephone adding two days to the. Y

T . actugl date for the rendezvous. Ve would hope to heve sufficient .
.77 - . notice to be able to lay on & surveillance et tke Porta Luove in’ k
Yo order to be cble .to check on this mystifying phase of source‘'s «-f.,.;_
"4, - ectivities. As matters now stend, source cennot begin to téll us s,

when the' next contact will lLe made. He appears not to -be optie-
..mistic about the pOSSIOJ.lltleB of an eerly- rendezvous, and we re-
“main in :t/ﬁme doubt as to the status of the Jug project.. . :

S 4. BobirSEALEY (MSGA-169, etc.) apvears to have made some pro~

. gress in clearing the way for BULLO to procure ermaments from

»- England.. However, in the case of tanks end redar materisl & snaZ . -,

"..seems G have developed, ond source is decidedly not satisfied.with -

»the arrangements which SEALEY has pade. However, BULLO left on - ' 8

‘- 2L July for Inpsbruck’ and source has not yet hed@ the chence to dis= .|
cuse the: deal with BULLO, who lhe presumes will bve, dlseatisf_ed. AT
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. Source's own dissatisfaction with the a.rranbements which SEALEY N
’ prO“Oigg/was re—emphasized by the coatext of a coaversation between .
* MichelACLLIAN (KS3-W-22C9, etc.) and London which source overheard..’
Source asked us whether he had ected correctly in- bringing the .
OLLIAN conversation to SEALEY's attention, end we told aim that he.
had acted eorrectly me.smucb 23 he had reacted in line with his:
cover.

Source has not seen CRCSS, Edmqend_ (MSBA-3230, etc.) Quring the’
/{period covered by the diary but had a conversation with CLLIAN re-
.garding this matter. CRCSS has apparently continued to promise )
OLLIAN thet the question will be settled shortly but avoids meeting ~.*
OLLIAN percorally. Source guestions, we believe with good reasan,
"OLLIAN's statement that he hac ‘discussed CROSS with SCELBA. We -
have, of course, no way of checking on the truth of CLLIAN’sB state-
ment, asﬂrepor‘ted b;- source.

6. The ( Jcbntinues to be somevhat helter~skelter,
aud source's gctivities 1tinue to heve the ckaracteristic of buck- .
shot. We believe that tzere are strong indications that source
"ghould be -directed to a grester concentration of his efforts egainst -
selected targets. Ac -certaia of hic opcrationzl possibilities slough
qrzﬁ, and there'are increasing signs that this is the trend, we be-~
‘Lieve wé_ should give évery consideretion to allowing certain of - o
source’s activities to “lie fallow, while others are developed. K In:
.any Belection uf the targets to which source could be more intan— .
. simely directed, we are somewhat bandicepped by not heving en en- "
tirely cléer plctu:re of ‘what Washington wiskLes to realize from the:':
operation. As we now sce it, the Juy engle aprears to be pretty mzch
weshed up. The irportame of the arms purchases by MirkoXBASSOTITZ
-{correct spelling, not BARKOWITZ) appears to have been exaggerated s \:
“and present indications are thet the caches of erms contein little .-
" useful materiel. It reusins to be seen whether the arms in the .
Brenner Region will produce something of interest. Source's re— .. ..o°
ference to a new type of German mine-detecting device leaves us vevy- -
- gkaptical. We have heard a number of similar stories involving -
~v~Jerman equipment perfected .just before the cessgtion of hoetilities ‘_'i"
. and untried in the field, Without exception, these stories have L
been made up out of whole cloth. N

' ) ‘.‘\‘

7. SEALEY's performance doos not indicate any promis:.ng operational -

-leads, in our opinion. Indeed, source's very low opinion of SR&LEY, '\v
"which is borme out by source's reporting of SEALEY's attitudes and v
manocsuvres. tend to confirm that source's relationship with SEALEY", .'5
" continues to be more of a potential lixbility then an esset. .- 7
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8. A8 indicated in the diary, source has not seen CROSS in many"
weeks and it aprears unlikely that there will te any change in the
situation in the ncer future. TFor obvious security reazoas, source
cennot chass off to Rowmeé to contact CROSS there, and CR0SS has given .
- no indication or any desire on his part to contact source. Cource's
tactics in cultivating ATOALMI instead of CRCSS heve met with no - -
success. ASRAHMI's sugsgestion of meeting in Paris epreers to be
. infeasible, and w2 have instructed source that hefnot to zo there
to meet the Rabbi. Thcre is no cover reason for zource to mske the.
.=~ * trip to Peris, nor do ve believe that tic expense of the trip would-
be justified. It rexmazins to be seen “whether AERANMI will errange. - .- .f{
to meet source in Geaeve during the 1atter part of A4uzust, ’

. I we assume for the moment thet the Jug 2igle dries up entirely,
e arsftee | thAt the BULLC-DOLLILILW erns negotiztions zre of exaggerated impor—
or o otee | TANCE, that SEALEY is a dangerous incompetent, that CROIS is out of
Iy the picture, and that meetings between source and ABJIAHMI will con-

Sl ttinue to be deferred, where do we g0 from here? It occurs to us

Xognia|that it might be well to have source m=ke his trip to the. United

‘s apenstStates 28 soon as possible, ratker than awaiting a further downward

?ff“~- trend in his activities. Alternatively, we believe that we should

; select one or two projects ggainst which source could concentrate

n‘::: hia-gctivities,” We believe we are faced with 2 period of diminishing
’ returns on our investment in source end that it will be well to - -

examine eritically whatiwe may expect of him in the future. It is’

‘lthe writers cvinion thet source is engeged in so mapy diversified - .

act1v1t1es that he cannot devote to _eny one of them the time end at-. ‘

7. 10. Ve ere not, at this tlme,‘prepered to select the one or two
nost important targets for concentration by source. Ye would first
like to have your ro=ction to the princivle of directing source to
fewer but rore selected activities. If you agree that such a pro-
gram is indiceated, we czn thén give specific consideration to whlch .
" projects should be retained,and wiich snould Le dropped. On the’ -
) other hend, if you agree that source should soon return to the States,: '}
. . the matter can be held in zbeyance pending discussions in Vashington. *

11l. We will eppreciate your reaction to botk elternatives.
4 : )
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to this mm, as en American. I noted that this reglstered and
I shall seo if we got eny furthor reactlon. —_—

31. On to see( ")w‘no had nothing of any interest.

32. In the evening I went io see Carlo PEREFRINI (MSBA-3130,
etc.) at his house for a drink. I asked him if he had had any
news about me from his SIH frlends, aad he sald 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 rollowed. o ’ ) :

22 July

. 33. Visit to E.’.ichel/‘OLLIM'i (WFP-5273, etc.) this morning who
i3 very angry with Edmond-€ROSS (iiSsA-3230, etc.) for not keep-
inz any eppoiniments with him. OLLIAN keeps a cneck on him via
a farmer girl.friend of OLLIAN, Anna<BRUSALELLI, who left OLLIAN
for Charles”POLETTI (I3Eaf-2555, etc.) and is still with him.
POLZETTI and OROSS have hooked up, &nd are constantly together.
Anna roports that CROSS is spending fabulousky sums of money on
all the whores of Rome, end €x0SS in an evening with dinner,

- champagne, etc., easily apends two tec three hundred thousend
lire, and this several times a week.

3. In eny case CROSS.continues to write letters to OLLIAN who
showed me the file promiaing that the psassport quoestion will be

sattlod shortly, but still never turns up at any of the appoint-

ment s to discuss it with him,

35. OL7IAN suys he has discussed CROSS with SCILBA (MSBA-2712,
etc.) wao 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 checkins this, and OLLIAN is a
terrific lier. However, he showed me photos of himselfand
SCiiLBA takéng on a recent weckend they spent together, so they
seoem to bo on falrly intimate terms. :

36. OLLIAY and family were received at the GQuirinale in private
audience by EINAUDP (MSB-%-1T4l) recsntly und thanlked for his
contributions to the Itallan poor, etc. Photos wers shown me
of the audience. : . . S

37. During the discussion OLLIAil received a call put through to
London. In the conversation he said tiat he had seen the Brazi-
lian Ambassador who was in agroement to pive all necossary docu-
ments to the Britigh Government for the one hundrod and fifty

- tanks, and would lgave immediately for London if it was neoceasary.

A second call ;%mézthrou*h from OSRLIKON in Zurich, and OQLLIfi
spoke with BmiYABUEHRLE (WrP-5273, etc.) saying that he now aad
pepers, etc. for the one hundred and rifty tanks, which had evi-
dently been proposed to OLLIAN by OERLIKON, and he had been in
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contaot with London who said thoy would be satisfied with'Brazi=-- ~
lian cover, and what happened to tanks after they arrived in Ll
Bra..il would nof be goxhe into too closely. .

33. On to- the wedding reception of my friemds, Major Charlos
TIOLLAYD (MSGA~169, etc.) and Anna Moria FORMIGGINI at 37 Via
Poerio, where I found most of the Lugano Resistanco crowd, as :
Anna Maria had been a refugee heres dwring the war, plus the - v
British Consulate crowd, including tho SEALEYs, etc.
39. My wife ond I went on to lunmch with the SEALEYs after tho
reception. They brought along some Yorkshire friends who ore
staying with them., I managnad 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 S
it 1s impossible to bhave tanks, and thut the Britlsh Governxent . .
must have all sorts of guarantees, “ote. end then I find that deal. " ¥
like this 13 being done by a man like OLLIAN, and the British :
Goverrment will close an eyes to wherc they eventually go, otc. -

I got him so warked up that he rushed off immedliately after lunch
to send a cable out on this, and pmmislng me that he would have
the deal stopped.

l;,O. Returned to Lugano with our friend, Jim DAVIES (MSBA-3047,
etc.) ICI "epresentative in Basel, who spent the night with us.
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hl. As I have told you before, I have always been convinced, that ~.~,.
DAVIES has connections with the service. During the day, spent ™ ¢}
“quietly in the house, bhe: definitely pumped me on several subjecls.
The first was to be documented on the activitles of McCAFFREY o
(u#sBA-2252, etc., formerly spelled MACAFFERY) now living in Italy,
and wvho was head of Britigh Services in Bern during the war. I
ses him once in a while in Milano, cnd have & moal with him., He
told me that the Lezation in Bern had told him he was a nasty
ozg, and they had'no further contact with him.

L2. Second thing was to know 1f I knew & certain r.xicheﬁLIAN

now 1living in kilano. I am sure he knew I knew him, for his quen- '
tions indicated that he knew that I knew. I gave him a fairly
comprehensive picture of wlio end what CLLIAN-is and wes, but I ..
could rot see clearly just what they were looking for in either - K
cagse, b h

Jul

3.
to gay he 13 leaving for F‘ra.nce but would like to ses
“end. of the weel,

Telephone call from Romeo NESA (1SBA-3187, etc.) this moming
me at the -
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