Memorandum to Helms, «American Intelligence Networ )t with
- attachment, 18 March 1947 '

_"'fS'EC}ﬂhUKbLbAb‘b CMEMORANOUM + L
( i a) )
- - . 16 March 1947 Co
TO: - C - o : o i
FROM: C. ' 3 o

"REMARKS- gubject 3 Agerioan Intelligenoe Nefwoxrk,
Att'n 3 -Richard D. Helnms

. 1, The atiaohed report was forwarded fo me by 2
_pefsonal friend who is preééntly in charge of & gub-regional CIC
Detachment in Germany.

2, The report wag undoubtedly forwarded to me as
the C.0, of the CIC Det, posgibly thought that this network might
te one operated by our organization,

3., Inaamuch.as the sdbjebt'mé.t%er of the report;

is of & rather delicate nature, I an forwarding i% on for you to
take vhatever action you might deem neceseary. ’

£y

. 4, Tomy xnowledge the attached report hag not
been.forwarded to any other channels. a ' ]

.ﬁ,fta_.ohefd 3 ]_.'_Memgrandqm, 'Subje ots A.merioa.n__'_in‘telli'gen_ce Network,.

x
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WR{ORANDUN JOR THE OFFIOER IN OBARGE:
SUBJEOT: AMERICAN INTHILIGINNE FETWOEE

- 1

1, In August 194f -thie Headguaxters firet becane acquainted with an
organitation which has come to ba known ad Operation RUSTY, This organizh-

vas discoverad by olandestine gbservatlon of & group of Gormans whé actually
scened engaged in subversive activities sgalnet Ameyican forces, After -
prolonged survelllance which finally resulted in the arrest and in%orTOgR-
tion of gome of the individuals involved, Agents of this organization dle-

cavered they vere dealing with Germana and IPte in the hire of & gpooial ro ..l

soction of Gw2 USFEY, Those percont Wore charged with the specific Job of
condusting oifensive esplonage oparations agiinst the Bugsiens and Anseien
satellite countrics,

2. The faot that Amoricens are condacting espiqnage sgalnet the
Eusgiane 48 fimmly indorsed Yy vhis Headquarterd; the faot that this of-
pionage is being run by inexperienced smatours is moet gertainiy not, The
dotivigles and contrel of this euplonage orgonizasion aze such that it not
only comptitutes & souioe of serigus enbarrapamont 0 the Theater Qommander
but algo places the government of the United Btotes in & y;eg&rioun inter=
pationsl positions It 38 pointed ouy that thin offensive esjlonngé nstwork
wes intredosed in the Amorican Zone o2 Gormany by the Hilltery intelligence .
Service (enter withouy any prior coordination with opmthowground intelllgence
sgencles. The ox-aneny Aavionals and Displaced Perscns serving HI30 worked.
loosely in all directions, atvusing the suspicion of QX0 field perecnnel
for some time before the Feal pattern becune appérent sud & pertial ‘eaplanse~
4ion of tho progrem was fowthceming from USFET. It 16 Bolieved that the
{ol:l.uwing omga histories will paint the p;gt‘};o; . .

s 1In the middle of August 1946, Led NIZREAUS, & Germon olvilinn,

van yeported to 0I0 a6 Attempting.to Feoruly ingelligence apsratives and -
.collooting information along US-Ruseian Pemarostion Line,  NIERHAUS staved
1e was intorestsd in contacting roliable former German orficere, and, if

necessary, could bring aboub the ‘rolensa of Pis snd 33 intermeon, ~Two letters

from NIZRHAUS to & friend were intercepted Yy OIG; FIEREAUB! vesidwnoo vas
soarchod. The search yielded mapa of the Buesisn and 0rech DoXder aread,
overlay paped, & folder sontaining intelligence noves on cdnditicns in
gzechoslovekis end the Ruesian Zone and & documenty writien in German
entitled WInstructions ¢ Sectlon Loadezsd giving complove YTEIs for use of
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the Ageats working for him, Ono sentence of vhe IEI dogument wasy ®The
ideala for which we gtrive mueth be pleced higher than al) material gaios,

regardless whother vo haye thé approval of tbe aathoritics in powsr oF not"
When questioned, NINHHAUS wae extromely Telustant to give :Ln!ox';?on about

his aotivities., He finally sgterted he received ‘the money, olgapdties,

gverlay papers and IEI dooument from one Alexander SOEMIDTLEIN-OI HURMBLRG,
Germany, whom he was saeisying in doing intnlligense work for the Anericans.
gubaequently contacted and quedtioned, SOEMIDIEIN 4dnitted with muoh heulto~

tion his role in the orgeanizavion. SOEMIDTLEIN asserved &p‘uas reornited
for the American intelligence azency by one_Hoberi BENGL,

who introduced him

%o au American Qaptein nsmed gric WALIMAN. ~Oaptain WALIHAY assigned SOHY IDTLETY
w0 the task of collecting informavion from the Hoswisn Zone and OIoch?alovakia;
to accomplish thia SOEMIDILEIN was authorised to Tecruld and diepatoh agenta

outeide the UE Zone. Xor hiw awn use, SCEMIDILEIN was given a lotioer by

Qaptain VALIMAN certifying that be was connected with USFET as & Llaison Jeputy

for citlzens G Avgentina and a lettor &f introdiovion addrvesed jo German
oivy officials of HURNEEEG, signed by Lt. Ool. QALLIDOT, Director of Hilitary
Government, HURNBERG. SOEMIDTLEIN etated he 1od refasod any salary for his

work, but received money and supplies Irom "FRANKTURD 20r his Agonys, His

reports 8Te aant Lo FHANETURD by o Gorman agurior who appears “periodically and
algo brings him his ineiracylons snd aseiguménte, NIERHAUS joined the Gorman
ATny in 1934, became & offlcer in 1045 and avtained the rank of gaptain in

1944; he saw sorvice on the Rugaian front and has » brothesd who was an 83

sbersturnfushrer, &lthough WIEREAUS disolaimed Bny NSDAP connoectidns, SQEH DT~
1EIN was a Sonderfuebrer K, With Heorosgruppe Kitte, HENGL did liasen work

as & Sondorfuehrer I during thdé wai sad was atteched §5"s yegiment of

SG7 e

afny statiofed in BOBRUISK, Russid, SOIMIDILIIN and EGD met in 1943 during_
the war. (AGRITVs KON When thie investigation was onlminated, this Headw

. quarterd forwvarded the Tapory to USTED with the observatlonsy

- {1) ILack of coordination bty the Agenoy regponsibloe for this

so~called Gorman Intelligzence Qrganisation woriring for tho Amerdcans

has ragnlted in the loss of many ranhours by competent 010 ngenis who
dsvotad time and energy to tradicing dovn leeds on nnapi.?@o'nl amoves of

Gormans helleved jnyolved in eubveuive_anuuticn.

. (2} 1 wowld have been only common courtesy for tho Qaptain

WALIMAK to have potifisd this Eoadquarters he yos intorTogating relugoes
in_this Zonal border ared. 14 hap been ouly by & stroke of luck thab
Sich an uncoordinated projoct has not qompromised other important opela~

wions in this ared.

{3)- When briefed for thelr miselon, some of these Gaiman

agents are gpecifically instruoted not Yo dlyulge sy of their oporationa

Yo 010, 'This not oply plents seads of dintrust in the minds of the
indiyiduals 8o {natructed tut it places legitimate inyelligence 850
in the position of sppearing to be working &t oFoRs PUFpoead,

mmLY
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(4) Yootnoten of the NEI oahibit states; VEead, Remember '
and Dgsiroy ay Onool¥ Ghe faoh that iyis sn exhibiy with this

a2t Fepory olviatos any need for commest on the msnnes in whiloh thls
order was gbierved, .

(5) 1If these german agunys vith quogtionable politiocal ) :
‘baokgrouns are compromined by 010, 1t is highly 1likely that the
Bupaians end Ozechs also oan learn of such &n oxploaive~laden
. operation, ) .

(6) It s further pointed out thav prospeotive egents for
thio operatlen wera &pproached indiscrininately and fully infoxmed in
- goneral toma of .the purpose of tha orgaplration, Such wild approachos
unquastignably compromise the technique and purpose of many bighly
clasgified legitimate intelligeuce operations, -

w (7) Wnile the uncovering of this suspiclons gotivity by 010
i8 considered & complimgnt Vo Field Agents, it is the opinion of this
HendquaTters that the investigatlon will have been in valn unlesas;
' a, Such projacte ara coordinaved with all interested
Agoncios in the future.
. Ocupetent autherities supervise such lmporvant,
longerange projocts,
¢, Operationnl technique be 8o perfect that much o
delicate operation cannst be acmproniesd by more
l interrogation.) | .

b, By the end of August 1945, snother of thosa egents — Gorhard
GAMBAL =~ found himself under imvestigation by QI0. XHe was found to be in
possession of a 19-page sey of EEIs which outlined in dstall the-targoy
tathnique to bo amplayed by Agente in this soppbesd Amsricsn Army-wupervised
espionage by Gormans, Ihepe indtruotions vere #c aanplete they stated such .
details e thip; ¥Wo must péneirate Red Arny Units; it shoudd therefove Te
wtrived for to get e sjon as ponsible & ployure of Red Army units, thair
weapons, morale’and ‘supply depots snd subsequent reports, The Bod Agmy, in .
as short a poriod of time ad possible, mast be rovealed %o us like an opon
bookM, In its indorsement forvarding the GAMBAL ropord o USFED, this Head~
quarters ccmmenteds ' ]

1)

w—t PP ]

{1) muése instruchlons, 1t 1s emphaeized again, hove boen
1ssupd o Gorman Agents ~- usually former Gorwsn Amy offisers falling
in Aubematic Arrest categorles, Thase inevrustions carzy the notationy
WATTER, AGENOWLUDGRMENT , DESTROY wmlHEH TRANSH IT ORALLYM, Daapite this
ardér, (eImen agents intezrogated by 010 hava been_found in powsession’
of these highly ezplosive - 'f¥om & politicdl vidwpolit - instmctions,
1t is not too far fetchod to adbsune thiat Soviet Intelligence Azencles can
cone into possession of theso TEIE if 010 cen ferrol theo oute
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c. Moantime, USFEP had published & directiye for 0I0 in the
#ield outlining & code-word orrangemont whoreby thedo Gorman intelligense-
vporatives were to gall £07 & 010 ngent, spesk & code word and thus gain
rolease from ordinary law rosyraints o peTmit them to puraus theiy niesion,

de These Ggrman agento conbinued to o arresyed on such charges
- as 1llegal Border crossing, wuspected black merketing, etc. One time one
of the leaders of a group of operativoes visited this Headquarvers % expedite
she realde of three of hig men held in Jaile As his cover he ‘presented &.
lettexr, go roproduced below:

- e R e ww wm W W el WE S T e

EFADQUARTERS
UNITED STATES JUEOES DUROPEAN THEATZR
‘ X A

v -

23 Migust 1946

OERTIFIOATE : .
T0; Woom 1% Hey coucern et v /

“+."nig s to certify that the Gerssn civilisn Mr. SIEGKAIED UHGERMANY,
Goorgenatre B, WUNICH, connacted with this Hesdquarters, s engeged in
trensportation business. M) B .-

1t 1o , therefore, Toquasted that Hr, UNGEEMAN te given any Gasistance
needed to accomplish his miawion, )

This gertificate is valid until 30 January 1947,

isy questions should be Teforzed to Uspuain VALRUY, Tel. FRANETRT
2-2685_Ext. 113,

v T
. -

: /ef Eric Waldmsn
.o BMIQ WALIMAY
. 01182990
Optain YA
o/0, Spegial Projoct

——---———-————-w—-————n‘—-—

{The deficienscies of this sowcalled ¥gover-levterh ars go obvlous
as %0 rendsr further ocommeny ridiculoud.)

o, The stoTy 9f experiences ather Ameriosn military unite ino
the fisld have repoTied is oapsuled in this letbew

. 1 .
i -----—--“‘--ﬂ-—-
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HEADQUARTERS .
. ATH QONSTABULARY SQUADEON
A e o8 amit

22 January 1947

SUBJEIT: DIB Lialoon Agenys

fo' "' Hqe United Siates Jorces Thoater
. Technical Intelligance Braach
(Attn; Lu, Qol. DIVHARD R, QLARK) X
1. ihere'ave operating in the town of Hof and Hof Jandkreis th.:a‘s
(3) German civillens by nand of Rolf Reithmayer, Hury Noek, Je Ne Niggemann,
gf whom the man Y. Niggemsan 1z sald % ve in charge.

2. By loose talk these peopla have lost vhatevoT value they may have
had to the Unlted States Avoy in thin azen. .Thoy are known generally ad
teing sgents and Yty my informors ars said to have mads such stoyensnts nsd
¥thoy aro here 10 Guperviiq or check ths eotivity of Jewish ¢I0 Agonts, ¥

3. 1t is assunmed tbat you have knowledge of their bladk maricad
activities, Tmt thelr boasting of their sgont ststus has Yecome & natvier
2or town goBaipe

4. fhis officer trusts thai these pﬁop].o will be withdrewn &% en
sarly date and if reoplaged, closeT wriefing be given Lo cperatovs in Hof
Landkr:ia andfor Landhrels Rohats Tyese 2 Londkrelses ore rather Shot
spots,

- ‘ -

/9] Andrev G, Bussell Jr.
[t AR G, EUSELL, JR.

, Rajor, 2844 goxn, 8q
Proijoiv HaFshsl '

-

-

- A vy 8w T

£, On 21 Decembor 194G, one Horr sommmxssé reported to
this Headquarters snd oyated be was the Qemmsuding Officer of & reglon -
sinilar o thip ons. Hia superior, be ss1d, was & Lte ‘061, OLANE, asgisied
by & Oapte SROVN, He had bea sold by these two officers 0 Toporh to thid
Eeadquarters, tell 010 Weveryvhing ha vas doingh and sorrespondingly ¥o-
ceive s review. of sverything 010 vas dolng. He furthor atated thie exchange
of information would teke place veekly and that bhe knew bo could dopend on
0I¢ cpoeperatilons SOEVINZ-MEISSHER woa t01d in ne underzain terme that he
was unknown to 010, thot 010 was neb acoustomed to giving information %0
geimans. Also on 21 Decéubér1946 Yhore appoored at Beglonal and Sube
Regional Headquartors no 16§p than nine indlvidusls; they varied frem Auto-
mabic Arreeh types 4o Bussiap IPVs, Thodr oommen stofy was that they had

Teen #env by a HFe SROEALSKI of PASSING to Q10 %0 reseive inavructlons.

- ' .
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411 had now EKennkarte and oover l_tors.u sbout a# consealing as & 1ish not.

Ne instrustiona were glvesn to these individunls, but. the entire Saturdsy
afternoon of 21 Deoomber wad gpont by this Headquarters trying tq contaot
aither the mythical Jols QLARK o tho equally othereal Oapt, BROWH fo7
41luninatione The OLARK~BROWH telapbone was nob anevorad, Informed theb

this Headquariers wam nov agoustomed 1o recelying instyusilons grom Qole

GLAEZ or Oapt. BEOWN and that it had Teasived o prior notige or informavion
{rom eithor oftice, whe indiyidasls were engeuraged to rotuyn homs "ALl nine
Gebs much surprised and hurt bocause they had made long Journeye to zopart.

go 010 for inatructlons. Thoy could not undarstand hov GI0 gould e 0
. confused and inefficienv. Fariber, they could not underatend the apparent !
jnefficlency of thelr own organization belng ¥un by Cols OLARK. They

the feeling Amexican Intelligence was confused, uncoordinayed and ineificient
and that 0I0 was equally bluandering snd ninformeds Tnis Hoddquarus¥s particu~
larly desires thab the CIQ nou be unfavorably presented and refleoted 1o
anyongh 4yon w— empesially thoeo of GaTmAns OF a?’ex‘ Turopeanss

g« 1n Doecembsr 1945 opa Herr ERANDIG, sypposed w0 he a fomer

officer of the garmai intolligonoo BOTTI0N, syaved to Her¥® X0L® that tho
organizaticn ig mostly interested in mattopd oi Gounter Intelligence yalus
such a8 relationanips betwaen tho EPD in the U5 Zone and the '8ID, 11legal
vorder ecrossing of mombors of the CGonmunist Parsy and gurveillange and pone-
cration of the KPD in the U3 Zanes Tyese threé functionsd, 1t is poiated ouk,
nas been assigned to the g70th 010 Dotachment in vhe US Zone of Germany. It

is obvieus that ma e organigationd of eugh votally diverse nature a8 010,
and the =2 collection of refugéeod #ros AnveTnNMORT ganpe can be wvarking on
tbe same Job. oy the same ¥imas This HeadqusTsors, is parvioulsrly soxious

vo detormine vhy none of the 01 infosmstion garneyed by thede agsnis hap hosn

disseninated to 01 io the fields

' h. I% i@ poinved ouv thay of the nine men who appeared at thio
Headguarters on 21 Docamber, every ono of thaa bad the name of the Reglonal
gomndor and his title. gome bad the nanes of Sub=Reglonal Qonmandard.

Une alec possossed & disgran of this 010 Regicn. His organization knovlodgo
3¢ the Reglon was virtwally conploto, Jonelieriig, tkio spandon wivh which
those agenvs handled NEIs [ LD paTagraphs ‘28 and b shove), it 1s oonaidered
nighly likely that thead 010 oTgenizavional facwe could well fall info the

poswanpion of tae wIolg poqglo. .
5, Agentis Hovos; Bpeoifically, twhis eadquarters TogisteTe the
folloving oowpleints L

Be It would appaar tvhay the entire oporation 18 gupervised by
Amapican personnel lacking exparience in the direotlon of such & fan-flung
and yotontially'dangarona notworic, Aoy impor tant {nojdent dnvolving thene
Z10ld egents might sapnily precipitate 8 top=level intern&tio.nal dlepute,
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be While 1t is poseihlo thay the Jmorioan pereonnel running tho
operation noy have etringent and satisfaotory gontrel over the topoe thros

 or four individusls in the network, it 4s cbvious that insufficlent control

1s exercived over field egents. "It is the undavstanding of this Headquariors
toat the network is tully one cell system, vith yhree of fouxr top agents .
paying Ahree or four agents woTking for them, and thres oF four agents woriting
I;r them, and 6o on dowh the line wmtil the opganization runs into the thousands
of mon. ’ H

.. @y Tnese agoats carry docunente which compromise nov only the -
perwcnnal.of legitimate Arsrican military intelligenca agoucles but, mord
importantly, compremise the targets and techiiquos of Americsn intelligenae

. sgensies, Thelir HEls , for exsxple, gentein more intelligenco information

than = nozal TopoTl of invoatigation. A€ & result, when garrisd invo the
Enesian Zone, those EEIs could entble the Fussinns to lecrn Just vhet wo kmnow
and what we &To interented dn. I% 1s a known fact thab theao ¥Ele have hoen
carried into Russisp Qocupled torTitorye .

4, Mhe e¢xistance of this organizaticn, vhile not widely EDROVR,
pas nevertheleas heen Teported 0. this Headqusrtyers ty various Gerpan BOUYXOES.
That -euch reporting bes been posslble is expimingd by the gpon~handsd Fo-
cruiting methods which Geman agents of this argonization uso] Qegs, thOY
will meet anothor Gorman on the gtrest, olfer to exploy hin for this intelli~
gonce work, outline the Turpods and’ ask him 1£ ho 1s jntarentoads Inthe
ovent hs Teplies in the negative, he s%111 has received o greak deal of po¥=
yinent informatlon. ) . : .

. es Goyer of these agents 1s insdequate and poorly sehoarsed. (5ee
peragraphs A and £ avove)s Frimary Tequislie of wsuch an erganitation is,
of necessily, naticulous gover and documentasions

f. Lack of coordination with lagitinate f£ie1d intelligonce
pgenciee such as 010. 4n agatopishing nouber of nanhours havée “heen weonted
Ty QI0 Agonts vho have pursuad what they considared to bo 1oads on pousitly
subversive 4ndividusls, only o 1entn thay they vore on the trail of EOE~
plolois—acting NISO egentw doing the sams thivg QIO ie doing = searching
%or ipfomation. This lack of coordinavion also extends ta the rosln of
diwscmipation of informstion obtalned by the vast dotwori of Gorman agentie

" In &b least one inptance, this Headquarvers obuained more information

gought i & highly-cla.utﬁcd.'o;(} project through interrogation of & suo-
ploioua=eoting HIBO agent than 3% had hewn sble W0 ohtain through 11eld
soklvity of iis 0vi. Yot this informstion had ot hesn previcusly reporbed

10 8Dy 8gONoYs

e

220




