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3¢ Pasase find attached hereto a eontsot repart with
Potor b, loawein, At the onset of the meeting;” é g
attended and thus, for sonveniences sake, topios di¥cussed vi
the latter are alse included in the report. . )
2. Ve plan to pemuit lodwein to listen to Jatyss DANKO'
proposals, and also to maintain sporsdie oontaol with Oyuls MELEOHY,
an Allpped British eponsored ZAKC affiliated ’Mommo oparator,
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SUNICT) Mueting viw Peler U, Lodvein on 18-19 Fehrusry

- -

Y On 18 February 195), Lodwein vas summoned to the office of J.s E
] ot 1100 hours to discuss ourrent operationsl msti-*= and t) hewe
wain a~aigt in concluding the SIANTHD {nwatlpatien, ¢ \ and
A were present at the firat meet! -, whieh wao ennt st
veraous Simie an—pisces during the course of”_ - Prankfurt sojourn during
the two days, ICQ\ and 19th of hbnury, a0 time Peraittad,

muunnd mturg

p A brought up the case of 08527 stating that the revised OB reportsr !
hed not realtmid the Salgburg dase nor the csaing report on the locstion of

target personalities namsd by DS=527, Regerding the OB report, the finding was
that the revised dats obtained from D3«527 contains little factual {nformation
and even this can hardly be evalusted in view of the tendenoy DS-527 h;ﬁ"".

sell himself, The decisson was made, with the conourrence o .
that the materinl will be forwarded in memorandum form to He ware

Salsburg Rase, and will not be wbuchod in report form until on’;uuon of

the au hee b«n receiwd by ww.

’. Regarding the oaaing nporu an the anprouhu\ lM huuom of the -’
target poroonluun nud by UBe527, Lodwedn promised immediate sotion,

W ,ahmm t_ Ta roster 6f the published WRINER
npom based on the rial tuﬂumu 18527,

' C, Qﬁu informed that DB-539 was disguated with the monsatery life
.t \Noh he wes eonfined in the holding ares and dissppesred on 17 Yebruary, -
In the gourse of his handling he anpesred to dbe sincers, manageadle and very ~
cocoperative, Ko vas atriving to odtain grester freedom of movesent but' there
were no oigne thal-he planned to essespe, The case vas reviewved and the eonolusien
resched that D3«537's esespe {0 not due to enemy centrol or ties but merely to :
“hie youthful unnntmu. Oerman, Mritish, French and U, 8, authorities were

alerted and ¢ | expressed hm thet he will be relocated because
DBe539 eould weley wpbeved, He speaks only Hungarian and on one of his . ;
hands three fingere are mutilsted, . \
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G.E -,jlnq-nlrod vhether PIR has been forvarded on 08-5)9 to 0=2 Section,
Nesdqiarters USFA, He atated that My, MULL of the ON Secotion in Qe? found
himself in an emhsrranrsing position at one of the ON meetings with his Mritish
sounterperts, The "ritish had the PIX dats on U8<5)9 on hand, yet Vr, RULL hed
0ot received it and knev about USe5)9 only throurh the data forvarded.te him
infornally by € 4 check vas made on the epot by o J and
4¢ establistied that Uie PIN data was sent throush charnels th Headguarters veraA,
© Assietant Chief of Staff, G«? fection, [ checked the channels throurh
the reglatry offloe of the Oerman Mission srusccording to the chief of reristry,
reports for G.?, USFA, are pouched from Frankfurt o Tuesday and Feidsy and :
earried by am.o Uepartmnnt courier: to our Hauna station, The outside envelope
40 addressed to Chief of Station, Austrivy the innide wnwelope to Ue2, ISFA,
The PIK of 18539 nas possibly besn mislaid in Ge2's own channels,) In order to
reduce such possibilities in the future, it has boon decided that all DKC dispatehes
will be marked, {n sddition to the old marking, Attention) OB Beotion, ¥r, BULL
agreed Lo gee that proper loosl dietribution s secured, UKC materisl distribyted
to the Dritish s channelled by the German Mission registry to the BIO in Fpankfurt
vho, in turn, send it to their collesgues in Vienns using British channels, *

' Te lodweln was queried about sdditional details on the opsrational fnformee
tion furnished by D8eY)5, Ne atated that whan sending the first momorandua on
o leads furnished by US<5)9 he reslised that tie details given were not
ffictent, Yet, he di¢ not vish to delay diapsteh of the leads, On the other
han3;nis schedule did pot peralt at that time to spend more time with DA=S39,
A fow days lster sdditional information wvas dispatehed in tha Hungarish langusge
under JOQA«8257,. The delay was caused primarily by the debriefing of DS=5))
“ $n whom Lhe Caech, Boviet and Hungarian deeks had intereat but because D8«S3)
spesks only Hungarisn, lodwein mist be at the disposal of all parties coneornod.
m., and the hanlding of DB«527, dfwrted Lodwein from DB-SJO. .

l. C, M_:}nnrkod, at this M. that DKO av m-r!od s boayy
. work losd and that, fofe, eare should on in seleoting cases for

Mastarhood treatment because ‘omr 1ine casen reqidre more time in handling
snd produce lessy Present upcbulun of DRC are nov mu oxploited,

. 9 - lodwein wvas questianed whather the mnou the 1T p--pmd for D85)9
were obtained and forvarded? A oheck vas rade b and 4t vas_ ,
esfablished that they were sent Lo Balsburg bau lhn MRQney «i z on 2 Tebrueryee
t"m’ uuptnsc Q sttantion in view of Ml nbmwo from Salsturg from

10 At Wis potnl-, 1} Awnuuuly 1)00 hwn. the meeting mhd. 4}
vu sontinued in bdnln'o apmnnt st 1500 hours, in° the sbsense ot J

11, Llodwein cacawtad thet <o ® Boiuiian s ..'_1,., a
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to use the only empty seat in the restaurant at that time, In the course of the
ensuing eonvorsation, MELIGHY had no difficulty eatahlishing that Lodwelin is &
Hungarian, - hhen quentioned, Lodvelin stated that he is employed in Fraikfurt by
the Americens sn translator, The following was learned by Lodwein in the course
of this conversations : :

T?. MALIGHY was born 4n 1911 at Karad, Somogy County, Hungary, 'He ie a .
graduate of the Dudapest University for kconomics, finishing his studies in the
early thirtiea, Arter complotion of his studies, he joined the Hunparian Army
Intelligence ap an officer of the reserw, on trial basis, with s rank of lst
Lioutenant. At the eud of World War II he found himself with other Hungarian
officors in Innsbruck, Auastria, and made a living st first sa instructor in a
riding academy estadblished for the French troops, MLLLGHY claims to be a2
founding member of the MiBK., After s year or two in the Inmnsbruck ares, he
came to Germany and married the deughter of a rich Gerrsn lawyer in the Poryginohe
Cladbach ares, From this marriage they have s small daughter named Christina,
MLLIOHY 48 now.in the lace lmport business, He ismports laces to Germany from
France and Hungary, MELLGHY olaims that an unidentified member of the 7ritish
intelligence contaoted him 4n Oermary (on an unspecified date) and requested
that he make contaot with the Hungarian Trade Comeission In Frankfurt in order
to start importing textile goods from Hungary, After receiving a fev shipments,
he found that the merchandim received was, to s large extent, defective, . On
British advice, he did not refuse to socent these poods but did register a
complaint with the Hungarisn Trade Commission and used the occasion to recuest .
permission to have his own receiving office in .Budapest so that defeotive
merchandiss conld be eliminated on the spot. The Nritish Intelligence corpensated
YrLEOHY for the lossee suffered by acoepting faulty merchandise, Thus far, |
¥ELECHY obtained no anewer from the Hunparfan Trede Comsdseion., He ia confident,
he stated, that his business representatiw, in Budapest could be dewloped into -

e 'mtonipnt sgont, MELLONY further related to Lodwein that he feels he 4s on
the wrong aide, working for the British, To his Pritish superiors, MALLOHY

¢ asuggested to ocontact the Ameriocans in order to enligt Anerican support for the
project, Thié the Britishi refused, At this point, MOHY asked Lodwein whether
he has sny contaot with U, 8, intelligence organisations and in case he would -
bave such contaots he would like to submit to them, in the Qerman language, his
plans to build up an intelligzence cover organisstion in Mudapess,

13, Regarding the MBX, JLECHY told Lodwein that the organisation is
surrently in great erisis, Morale is lov and even the founding members of the
orzarisation no longer trust the leadership, 7The rank and file of the
orgardsation feels that samethiing 4s wrong but £ind no other military organisation
to Jpin, MLIOHY elsima that &n January of this year he paid a visit to Otto .
von JAPSBURD 4n Paris suggesting to him the formation of e\Hungarian Oewrning
Counnedl, composed of Otto won HAPSDURGS HOKTHY and former Pxime Minister KALLAY
wnich, in turn, would delegste someons tn control the MHRK lexdership, Otte won
HAPSBIRO remained ool to the proposal. ,

U, ‘At this point, HALIOHY asked Lodwein 4f he knaw one Janos BONIS, (The
spelling of DB-527'e name is different,) Lodwein's snswer wes "no", M.LIOHY

25 800
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went on % atate that this IONIS olaimed to be {n Ameriocan service and cleime
to have sufficient influence with U, S, suthorities to bu ahle to i{nduce them to
take owrg the Hungarien Ouard Company formerly sponsored by the ¥French, [ONIS
told m.-.ﬂm that his Aserican office can be resched by phone end gave MALLGHY
the phone number of DRC whieh the latter ropeated to Lodwein, (Comment: It
spoears from these facts that PUNIS and DS=527 are identical,) MELIGHY said he
{ntended to meet MNNIS sgain, .

15, Lodwein desoribed MeLIOHY as followst Approximately S'8%, medium
build, spproximately 110 1ba,, dark complexion, shaven face, brown eyes, no
glasses, drown hair - combed. straight back, oval face, good teeth, normal nose
and ears, no special distinpuishing marks, erect normal posture, MLLMIKY wears

a duffle coat and has hig own oar with Uermanr license plates. The car was not ¢
seen by lodwein, however, R ’

: &u\ui"gnuxo : ’ .~ .

* 16, The former subordinate of Lodwein has kept in touch with the latter, )

through correspondence, for several yeare, DANKO resides in Lins and 1s s .

nuw nexber of the British and ZAKO's sponsored intelligence group directed
Antal/iAUNOCZY, In DANKO's recent letter, shown by Lodwein to Nottle (photostatio

oopy sttached), DANXO presses for o meeting vith Lodwein and states that he

succeedad in looating Luppens' sddreas in Lins snd hopes that he can meet Luppens

aleo, DANKO states 4n his last letter, dated 11 Yedruary, that he would like %o

talk to Lodwein regarding & very important matter snd of Laduln cones to Austris,

he would be willing to met him at any place.

gonclystion -

17. In case Lodwein enntrols himself suffiolently to retain the Moo.ulry
dorree of seourity, v\oould and should permit him to meat DANKO and listen Lo
what he proposes,

18, It 4 :hnnod to call Lodvein to Salsburg for a fev days during Mareh 1953
for additional briefing and security indoctrination, - . .

19, Althouph YRlLOHY eppears to be keeping in charsoter with eertain Hungarian
officer types, the question phould be reised vhether lodwein did not display more
{nterest than would be normal end whether he maintained proper cover, MLIOKY'e
question regerding the individual who sppears to be D3527 should not be dismissed
. 88 eoincidental, MKLIOHY may be a prowocation agent of MHBK or of another une
fdentified growp, The ineident will be snalysed at our next meeting with Lodwein -
and he will be given warning to svold becoming a target of intelligence eperaters
48 44 eppears he has now become, fllustrated by the approsches oited sbow,

Comt
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