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1. FOLLOWING IS ADDITIONAL INFORMATION ON KARLHEINZ MARBACH
(SUBUECT). :

2.. PNEXCEL CONTACT WITH SUBJECT BEGAN IN 1950 WHEN HE WAS A
FREE-LANCE JOURNALIST IN BERLIN WORKING FOR THE MINISTRY OF
ALL-GERMAN AFFAIRS ON PUBLICATION OF A FALSIFIED EAST GERMAN
MAGAZINE. AFTER PNEXCEL TOOK OVER THAT PROJECT IN 1952, SUBJECT WAS
CLEARED TO BECOME THE PRINCIPAL AGENT IN THE ORGANIZATION
(LCCOSSACK) WHICH CONTINUED PUBLICATION OF THE FALSIFIED MAGAZINE.

IN THE YEARS FOLLOWING LCCOSSACK, FUNDED ALMOST ENTIRELY BY PNEXCEL,
GREW TO INCLUDE ABOUT THIRTY PERSONS WORKING UNDER SUBJECT.

3. DURING THE PERIOD FROM 1952 TO 1956, TWO INCIDENTS
CONCERNING SUBJECT OCCURRED WHICH WERE NEVER ENTIRELY RESOLVED. ;
ONE, MENTIONED REF B, AS AN ACCUSATION BY ALFRED ((FRIEDRICH)) THAT l
IN 1949 SUBJECT HAD RECRUITED -HIM TO WORK FOR THE FRENCH : '
INTELLIGENCE SERVICE. ALTHOUGH SUBJECT DENIED THIS ALLEGATION, {
THERE WERE ENOUGH HOLES IN BOTH STORIES TO RAISE SOME DOUBTS ABOUT o
SUBJECT’S TRUTHFULNESS. THE REACTION OF BERLIN BASE, WHEN THIS ‘
INFORMATION SURFACED IN 19853, WAS THAT SUBJECT COULD HAVE WORKED FOR !
THE FRENCH INTELLIGENCE SERVICE FOLLOWING HIS INTERNMENT IN A FRENCH (
POW CAMP, BUT THAT IT PROBABLY PRE-DATED HIS PNEXCEL ASSOCIATION AND
THEREFORE WAS NOT SERIQOUS ENOUGHT TO WARRANT SUBJECT’'S DISMISSAL.

4., IN A SECOND INCIDENT IN 1955, A BERL%N BASE C/0 DISCOVERED
THAT PART OF FUNDS PASSED BY HIM TO SUBJECT AT A MEETING (DMS5,000)
NEVER SHOWED UP ON LCCOSSACK BOOKS. SUBJECT TOOK BLAME FOR THE
ERROR, EXPRESSING CHAGRIN THAT POOR BOOKKEEPING PRACTICES MAY HAVE
BEEN THE PROBLEM. (THE SITUATION WAS COMPOUNDED BY THE FACT THAT
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THE MONEY WAS NOT COUNTED OUT BY C/O WHEN IT WAS GIVEN TO SUBJECT.)
USING THE DISAPPEARANCE OF THE MONEY AS A GOOD EXCUSE, BERLIN BASE
C/0 ARRANGED AN SGSWIRL FOR SUBJECT IN MARCH 1956, TO WHICH HE
WILLINGLY SUBMITTED. DURING TESTING HE WAS QUERIED ON THE MISSING
FUNDS AND PREVIOQUS CONNECTIONS WITH OTHER INTEL SERVICES. THE
SGSWIRL OPERATOR DETERMINED THAT THE RESULTS MUST BE CONSIDERED
“INCONCLUSIVE" BECAUSE SUBJECT REACTED INCONSISTENTLY TO PERTINENT
QUESTIONS AND HIS PERSONALITY MAKE-UP MADE HIM A POOR SUBJECT FOR
TESTING. HE NOTED: "SUBJECT APPEARS TO BE AN OUTSTANDING INDIVIDUAL
AND SOMETHING OF AN AMAZING PERSONALITY...HE APPEARS TO BE
PERSONALLY INCORRUPTIBLE; INDEED, THE QUESTION OF THE MISSING

DM5 ,000 EXERCISED SUBJECT MORE AS A LAPSE OF PROPER BUSINESS
PROCEDURE THAN AS A QUESTION OF THEFT. SUBJECT'S RAPID-FIRE THOUGHT
PROCESSES AND SUBTLELY OF MIND RENDER HIM AN INTERESTING
CONVERSATIONALIST BUT A POOR CANDIDIATE FOR TESTING, I.E., HE
REACTED IRRELEVANTLY MANY TIMES DURING TESTING DUE TO THE FACT HIS
MIND RACED AHEAD OF THE QUESTIONS."

' 5. IN 1958, RESPONDING TO CHANGES IN COVERT ACTION OBJECTIVES,
PNEXCEL CUT SIGNIFICANTLY ITS FINANCIAL SUPPORT FOR LCCOSSACK AND
REDIRECTED SOME OF ITS ACTIVITIES. LCCOSSACK BEGAN PUBLISHING A
JAZZ MAGAZINE, "SCHLAGZEUG", AS A COMMERCIAL VENTURE TO GENERATE
ADDITIONAL FUNDING. SUBJECT RESISTED THESE CHANGES; HE APPEARED TOQ
REGARD LCCOSSACK AS "HIS" ORGANIZATION (ALTHOUGH PNEXCEL FUNDED 76%
OF IT) AND FELT THAT HE SHOULD HAVE FINAL SAY IN ITS ACTIVITIES. HE
BEGAN SOME UNAUTHORIZED NEGOTIATIONS ON HIS OWN AND PURCHASED A
SECOND PRINTING PRESS WITHOUT BASE APPROVAL, TO "SAVE" LCCOSSACK.
WITH ALL OF THIS, THE RELATIONSHIP BETWEEN HIM AND HIS C/0
DETERIORATED SERIOUSLY. SUBJECT WAS FINALLY TOLD HE- WOULD HAVE TO
GO ALONG WITH THE PROGRAM OR RESIGN, WHICH SOBERED HIM SOMEWHAT BUT
DID NOT CHANGE HIS FEELINGS. PNEXCEL DETERMINED SOON AFTERWARD, IN
1959, THAT LCCOSSACK SHOULD BE PHASED QOUT BECAUSE OF OVERALL SVMACE
CHANGES IN COVERT ACTION ACTIVITIES IN GERMANY. SUBJECT WAS
AMICABLY TERMINATED IN MARCH 1960 .

6. SUBJECT .THEN WORKED BRIEFLY IN MUNICH FOR CASCOPE. HE WAS
RELEASED IN MAY 1960, AFTER ONLY TWO MONTHS, FOR DISREGARD OF BASIC
SECURITY PRACTICES (REVEALING HIS NEW EMPLOYMENT TO FORMER
COLLEAGUES, AND ASSOCIATING WITH A FEMALE SECRETARY IN ANOTHER
CASCOPE ORIGANIZATION DESPITE SEVERAL WARNINGS TO BREAK QFF THE
RELATIONSHIP.) WHEN CHALLANGED WITH THESE ACTIVITIES, SUBJECT SAID
HE HAD NO RESPECT FOR PEQOPLE WHO MADE SUCH AN ISSUE ABQUT SECURITY,
THOUGHT IN HIS CASE THE COMPLAINTS WERE TAKEN TO A "CHILDISH"
EXTREME , AND WAS NOT ABOUT TO LET SILLY RULES AND REGULATIONS CRAMP
HIS STYLE. HQS FILE DOES NOT CLEARLY INDICATE WHAT HAPPENED
FOLLOWING THE MUNICH EXPERIENCE; REF A WOULD' INDICATE HE WENT TO
WORK FOR THE DEFENSE MINISTRY SOON AFTERWARD.

7. REF A NOTES THAT STATION INTENDS TO CONCENTRATE ON
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— _JAT THIS TIME AS A RECRUITMENT PROSPECT, RATHER THAN ON
SUBJECT, WITH WHICH WE HEARTILY CONCUR. SUBJECT IS INDEED "AN OLD
- PRO AT THE CA BUSINESS", AND HE MADE VALUABLE CONTRIBUTIONS DURING
HIS COLLABORATION WITH PNEXCEL. STILL, EVENTS SURROUNDING HIS
TERMINATION SUGGEST SUBJECT PERHAPS LEFT PNEXCEL WITH A BITTER TASTE
IN HIS MOUTH, SO STATION MAY WISH TO BE CAUTIOUS IN DEALING WITH
HIM, AND TO MAINTAIN COVER. OVERALL IMPRESSIONS IS FROM READING
FILE OF SEASONED "COLD WARRIOR", STRONGLY INDEPENDENT,
FREEDOM-LOVING, ANTI-SOVIET. WE LOOK FORWARD TO FURTHER REPORTING
ON STATION CONTACTS WITH SUBUECT. :

8. FILE: 1;200-126-129;[_ '~ —]. DECL OADR. DRV
HUM 4 82. All SECRET.>
ORIG: E/cA [ 3; AUTH: C€/E/CA [T 1; COORD: E/BNL/N,
EUR/G; REL: AC/EUR/G [ -3 CL BY [T
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