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1. On the off chance that you have not received copies of the material,
and in the hope that we may contribute to your better understanding of the some~
what muddled "Canteen Case," we are forwarding under separate cover two documents
which should serve to bring you pretty much un to date. Omne attachment is a
Hemorandum for the record prepared by[ ) the other is an excerpt
of the pertinent section of the minutes of the meeting between PBCHOLD officials
and the Betriebsrat on 26 June 1957.

2. You will note from [T JHemorandum that the original agreement
whereby the off-again, on-again operator was to be restored to his concession
was based on a loan arrangement., PBCHORD was to lend the DM 3,500 (the amount
of damages involved in the breach of contract with the contemplated replacement)
to the old operators. They in turn would repay the loan in twenty=-four monthly
installments at the rate of DM 150.00 per month.

3. This arrangement was highly satisfactory to all parties concerned
except to the Betriebsrat for the reasons outlined in the attached documents.
Thus it was that a solution was adopted whereby PBCHORD would pay the DM 3 ,500.00
damages involved, but the amount would be considered as a rigntful obligation
of the restored concessionaires. The singular feature of the apgreement, however,
was that instead of redeeming the obligation by cash payments, the debtors would
do so by having their total penalty reduced at the rate of ™M 100 monthly for
sach month during which the quality of their canteen service met certain
standards established by PECHOLD.

L4, The other important part of this case about which you should know,
and which is not covered in the material we are forwarding, is concerned with
the question: "Where is the money coming from?" During the several conversations
which MOB personmel had with PDCHORD representatives on this matter the impression
was apparently created in the minds of the latter that all conferees were in
agreemnent that KUBARK and not QKACTIVE should be responsible for paying the
DY 3,500 damages, MOD however is not in agreement with the PBCIOKD position
on this point. They point out that the latest solutlion based on Betriebsrat
DECLASSIFIED AND RELEASED BY
CENTRAL INTELLIGENCE AGENCY

$0URLESMETHODSEXEMPTION 3828
NAZ! WAR QRIMESBISCLOSURE ACT
DATE 200

Mrf;u‘ggb 51_28 A CLASSIFICATION

M ‘ 200-~12 Y~ 3 9/3



EGMA-2794L8
Page Two

demands was presented to them as a fait accompli and withouit their foreknowledge
and, further, that the only agreement they knew about was the one whereby the
operators themselves would be held responsible for paying the damazes.

5. However, in view of the firm position taken by Rudolph N. Hamish
that under the circumstances the DM 3,500 is the responsibility of KUBARK,
this solution has been proposed for Headquarters approval., The one remaining
concern here is that the transfer of funds between KUBARK and PRAFFIRM as
required by this arrangement may be accomplished without in any way divulging
the operational circumstances involved.

: v
Approved: ! !

3 Attachments:
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