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FOREWORD


Within Whitehall the Security Service enjoys a unique position, and the Director-General, although answerable to the Home Secretary, has direct access to the Prime Minister. The Service is not an instrument of political power but it operates within a political environment. The delicate balance between the political world and the political neutrality of the Security Service in defending national security depends to a large degree on the relationship between the D-G and the government of the day, including the Prime Minister.


Despite the programme of declassification initiated by my predecessor Sir Stephen Lander, very little is known about how the first D-G, Sir Vernon Kell, coped with successive Prime Ministers until he was dismissed by Winston Churchill in June 1940.


It fell to Sir David Petrie to restore confidence in MI5, which was then almost overwhelmed by the pressures of an unexpected war, and to satisfy the coalition government that the Security Service, long regarded with some suspicion by the incoming Home Secretary Herbert Morrison, was up to the challenge of countering Axis espionage and sabotage, as well as acting professionally and without partisan prejudice in a counter-subversion role.


This was the historical background to the decision to provide regular briefings to the PM, and though the practice was discontinued when Clement Attlee took up residence in No. 10, it was subsequently re-introduced, particularly in the post-Cold War era, when the Service had become the front line in combating terrorist threats. The nature of the threat meant that, especially after 9/11, a much closer relationship developed between Thames House and Downing Street.


During my six years as D-G it fell to me to brief Tony Blair, Gordon Brown and David Cameron on a range of sensitive operations and, based on that experience, I can appreciate the delicacy of Petrie’s task: how much to impart without compromising the operational independence of the Service, enshrined in law, and how much detail the Prime Minister needed to know in order to understand the threat facing the country, without burdening him or her with unnecessary detail.


Now, for the first time, we have the chance to see the papers put before Churchill and, with the benefit of hindsight, we can come to acknowledge the fine judgement exercised by Petrie and his supremely able subordinate, Guy Liddell.


The reports to Churchill (and to him alone) demonstrate MI5’s global reach, its links with Allied agencies, its skilful and imaginative exploitation of precarious sources of information, and the sheer quality of personnel engaged in a struggle with a very determined adversary operating worldwide. In many ways, it might seem that not much has changed.


Lord Evans of Weardale
Former Director-General of MI5
2018
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INTRODUCTION


When in June 1942 Alfred Duff Cooper was given ministerial responsibility in the Cabinet for the British Security Service, MI5, he was not surprised by the secrecy surrounding the organisation and its operations, which hitherto had been largely undertaken under the aegis of the Permanent Under-Secretary at the Home Office, but he was intrigued to learn about its activities and offered to share some of this information with the Prime Minister.


Churchill had a long history of interest in, bordering on fascination with, secret intelligence, dating back to his period as Home Secretary in 1910 when he had introduced the first communications warrants to allow the interception of a suspect’s mail. He was enchanted by Cooper’s suggestion, as the newly appointed Chairman of the Home Defence Security Executive, replacing Lord Swinton, to have MI5’s Director-General, Sir David Petrie, prepare summary reports on what the country’s principal counter-espionage and counter-intelligence authority had been working on. As Petrie explained, this was an innovation as hitherto MI5 had not been keen to advertise its existence, let alone its clandestine role, but he recognised that support from 10 Downing Street was essential. Cooper wrote:




My Dear Petrie,


I had a talk with the Prime Minister on Sunday afternoon, in the course of which I told him about some of our recent activities and described some of the more interesting cases which have come under our control, such as the case of Chapman and Woerman. I also told him about the present we had recently received from the north of Scotland and the evidence that we had about the head of the Ossewa Brandweg. He was very much interested and I subsequently suggested to him that it would be a useful thing for him to receive a Monthly report on the activities of the Security Service. He entirely agreed. I think the furnishing of such a report would not only be useful from his point of view, in order that he night keep in touch with what is going on, but might also encourage those who are engaged in the work to feel that its importance is properly estimated, and the fact of it reached the highest authorities:


If you agree, perhaps you would inform those concerned in order that such a report might be prepared to cover the present month. It is most important that it should not be a voluminous document as the Prime Minister is naturally overwhelmed with reading material and has very little time to devote to it. It should not consist, in my opinion, of more than two or three pages and should be confined to incidents of exceptional interest.


Perhaps you will let me know what you think.





The four cases referred to that Cooper thought would interest Churchill were those of Eddie Chapman, code-named ZIGZAG, who was one of the most remarkable double-agents of the war; the ultra-nationalist, pro-Nazi Ossewa Brandweg movement in South Africa; the defector ‘Woerman’, who was actually Major Richard Wurmann, formerly head of the Algiers Abstelle, code-named HARLEQUIN and alias Count Heinrich Stenboch; and the vague allusion to recent events in northern Scotland was a Luftwaffe parachute drop near Aberdeen of sabotage equipment for a pair of Norwegian double-agents, MUTT and JEFF.


The day after Cooper wrote this, the matter was mentioned by Guy Liddell, the Director of MI5’s B Division, in charge of counter-espionage, in his diary:




The Director-General has had a letter from Duff Cooper who, after consultation with the Prime Minister, has suggested that we should furnish the Prime Minister with a monthly report. It should not be too long and should only include items of major importance. It is suggested there should be contributions from Herbert Hart, Buster Milmo, T.A. Robertson, the London Reception Centre, Roger Hollis and occasionally items of interest received from Defence Security Officer points abroad. Dick White is going to get out a rough draft which we will then discuss. There are obvious advantages in selling ourselves to the Prime Minister who at the moment knows nothing about the activities of the department. On the other hand he may, on seeing some particular item, go off the deep end and want to take action, which will be disastrous to the work in hand.





Clearly Liddell was worried by Churchill’s reputation for spontaneity and meddling, but a few days later, on 16 March, he discussed the matter with his senior subordinates, two from B Division and Hollis, in charge of the counter-subversion branch, F Division:




I had a talk with Dick White, T.A. Robertson, and Roger Hollis about the monthly report for the Prime Minister. They were all a little apprehensive about Hollis’ contribution. The Prime Minister might speak to the Home Secretary about it and if the latter was not also informed we should find ourselves in trouble. We eventually decided to draft something and see what it looked like. Dick will be editor of the B Division material.





What makes this material so remarkable is that it was prepared for the sole consumption of the Prime Minister, and not any of his staff, including his private secretaries, military advisers nor even Desmond Morton, his intelligence aide, seconded from the Secret Intelligence Service. Not even the Cabinet Secretary was a party to these reports, and no copies were retained within the Cabinet Office as every document was delivered to Churchill by hand by Petrie, who waited to offer a verbal briefing if required and then took the file back to his headquarters in St James’s Street. No one else, in an era when the word declassification had not been invented, was ever intended to have sight of the contents, thus allowing the authors to be both selective and candid.


The task of assembling the report was given by Liddell to his assistant, Dick White, and on 26 March he produced a covering memorandum explaining that the editorial work had been undertaken by Anthony Blunt:




The attached paper has been prepared as the first report for Mr Duff Cooper to hand to the PM. The 2½ pages represent condensation from the original script turned into one by various sections amounting to something like 16 pages. These 16 pages were reduced in the first place, by Blunt merely as a precis exercise and then he and I discussed the preparation of this final draft.


As a matter of policy we have not produced any sketch of the work of this office in retrospect as we considered that this would look too much as though we were out to advertise the office. It is surely up to Mr Duff Cooper to let the PM know what sort of things we do in general. The items we have included in this report have been chosen both because they may be expected to interest him in themselves and because they illustrate the type of work we do, at any rate in B Division. We have not had any contributions from E Division and indeed have not asked for them while I understand it is not considered advisable for Hollis to make any contribution at all.


May I suggest that the procedure should be for Mr Duff Cooper to hand a report of this type to the PM. in a special file marked ‘personal for the PM only’ or some such wording and that it should be returned to Mr Duff Cooper after the PM has read it.





On 29 March Liddell considered the matter further, and minuted his revised views about the wisdom of mentioning the activities of F Division, for fear that Churchill might raise a matter with Herbert Morrison regarding the Communist Party, about which the Home Secretary had not been briefed. The topics of security and intelligence were regarded with great suspicion by the Labour Party, many members of whom either had been close to the Communist Party of Great Britain, or held views shaped by the events surrounding the defeat of Ramsay MacDonald’s administration in October 1924 following publication of the notorious Zinoviev letter. In these circumstances Liddell exercised characteristic caution so as to avoid political controversy:




I enclose a draft report for the Prime Minister in accordance with Mr Duff Cooper’s letter. I do not know what you feel about contributions from other Divisions. Personally I think there are difficulties in putting forward anything from F Division since, if the Prime Minister were to discuss the subject with the Home Secretary, the latter would be extremely annoyed that he had not received prior notification on a matter for which he was primarily responsible, and this would place us in bad odour with the Home Office.


It is perhaps for consideration whether we should send a copy of our report to C. I am not anxious to do so if it can be avoided. On the other hand CSS is constantly seeing the Prime Minister, who might well discuss the contents of our report with him where it indirectly impinges upon SIS work.


Lastly, I think it would be better if instead of leaving this report with the Prime Minister, Mr. Duff Cooper showed it to him personally and then took it away. It would not take more than 5 minutes to read, and if there were any supplementary questions or queries they could either be dealt with on the spot or conveyed to Mr. Duff Cooper who could refer them back to ourselves.


You may wish to have a talk about these various problems with the officers concerned before submitting the draft to Mr. Duff Cooper.





By 2 April the first MI5 report, one of twenty-five drawn up before the end of the conflict, had been drafted, as Liddell recorded:




I saw Duff Cooper and took him the report for the Prime Minister. He seemed quite satisfied with its form and contents. I impressed upon him the degree of secrecy which should be attached to it and the necessity therefore of ensuring that it was seen by the Prime Minister only. At first he had thought of sending it to Desmond Morton. I said I thought it would be far preferable if he handed it to the Prime Minister himself. He would then be able to answer any supplementary questions and ascertain the Prime Minister’s reactions. From what he said I do not think that he intends to leave the report with the Prime Minister. In any case he will ask for its return. I told him that if it went to Desmond Morton it was highly probable that he would take a copy and send it to C. While there was no real objection to this it might possibly cause a certain amount of trouble.





Although Liddell appears to have welcomed the principle of winning the Prime Minister’s ear, if only briefly, he was obviously very anxious to exclude Morton from access, as he undoubtedly would have informed Stewart Menzies, who in turn would have been bound to confide in Section V, the SIS branch that dealt with MI5 daily on the most sensitive of issues, such as the ISOS intercepts and the management of double-agents. Section V’s notoriously prickly chief, Felix Cowgill, was already highly proprietorial about sharing his section’s gold dust, and would have been horrified at the prospect of Churchill being entrusted with such delicate secrets as the true identities of agents.


The ticklish task of selecting cases for submission to Churchill was assigned by Liddell to his trusted assistant, Anthony Blunt, who must have relished the prospect of being given a pretext to range far and wide across the Security Service, and elsewhere, to assemble the appropriate material for the Prime Minister. Few spies in history could ever have been presented with such a spectacular opportunity to call for files, question colleagues and demand briefings on topics that would otherwise be completely outside the ambit of his duties. Quite simply, Blunt, who had been a Soviet agent since 1936, was granted a licence to delve into just about any operational issue that caught his interest. As Liddell’s personal assistant he enjoyed a lofty viewpoint anyway, and his role in directing the TRIPLEX project1 provided him with access to some of the organisation’s most delicate sources, but his added responsibility, of drafting the monthly reports, must have seemed heaven-sent. His MI5 colleagues already accepted that he routinely acted in Liddell’s name, and this additional responsibility must have greatly added to his already exalted status.


The purpose in reproducing all the Prime Minister’s monthly MI5 reports here is to give a comprehensive picture of what the Security Service shared with Churchill, and when. As we shall see, Petrie and his subordinate Liddell exercised considerable discretion in what went to Downing Street, and to give the bigger view each report is accompanied by a commentary to reveal the background to some of the events, operations and individuals which are referenced. Very often, particular agents and defectors were not identified by their true name, so this annotated version is intended to leave the reader rather better informed than Churchill.


A few of the cases selected for the Prime Minister’s attention will be familiar to aficionados of wartime espionage, but the majority will be entirely new to historians. They shed fascinating light on the global aspect of MI5’s wartime activities, demonstrating the value of some hitherto relatively unknown officers, such as Colonel Henderson, the Defence Security Officer in Trinidad who, operating from Bretton Hall in Port of Spain’s Victoria Avenue, interdicted numerous Axis spies en route to and from South America. These spies underwent a preliminary interrogation before being passed to HMS Benbow, the Royal Navy’s shore establishment, for a voyage to England and incarceration at Camp 020.


By convention, the identities of MI5 personnel were not disclosed in reports likely to be circulated outside headquarters, so Churchill had little way of knowing that, for example, the officer sent to the United States in April 1943 to advise on American port security arrangements was George Denham, or that the head of MI5’s counter-sabotage branch mentioned in several reports was Lord Rothschild. By filling in the gaps, and drawing pen-portraits of such remarkable men as HARLEQUIN and COLOMBINE, not to mention the rather lesser-known double-agents as FIDO, HAMLET and METEOR, it is hoped that more light will be shed on the somewhat misunderstood, murky relationship between the First Secretary of the Treasury and the Security Service.




THE MONTHLY REPORTS




1


FIRST REPORT, 2 APRIL 1943


Entitled Report on Activities of the Security Service, the document, with a paragraph redacted, covered several topics and established a standard format of arrested spies and imminent espionage cases, and introduced the concept of controlled enemy agents:




Spies arrested since September 1939


It is believed that while the many Germans who returned to their country when on the outbreak of war took with them a most exact knowledge of the state of our re-armament and the potential output of our factories they left no live spy organisation behind them. Being without up-to-date information, after their defeat in the Battle of Britain, the Germans again resorted to their former system of individual spying. Since September, 1940, attempts at penetration have been persistent. In all 126 spies have fallen into our hands. Of these eighteen gave themselves up voluntarily, twenty-four have been found amenable and are now being used as double-cross agents. Twenty-eight have been detained at overseas stations, and eight were arrested on the high seas. In addition twelve real, and seven imaginary persons have been foisted upon the enemy as double-cross spies. Thirteen spies have been executed, and a fourteenth is under trial.


NEW ARRESTS.


(1) MENEZES


This spy was a clerk in the Portuguese Embassy, London. He was working for the German and Italian Secret Services, to whom he sent reports written in secret ink in private letters sent through the Portuguese diplomatic bag. For a period during which we were able to assure ourselves that the reports which he was sending were harmless, we watched his operations and finally on an occasion when he had obtained an interesting item of news which duly showed up in a letter, his career as a spy had to be ended. Through the wholehearted collaboration of the Portuguese Ambassador Menezes was arrested and made a full confession. The Portuguese Government having waived his diplomatic privilege, he has now been committed for trial.


(2) DE GRAAF


This Canadian traitor, of Dutch parentage, was detected by our interrogation staff on entering this country. He confessed to having worked for the German Secret Service for more than two years, during which he had insinuated himself into an Allied escape organisation for our prisoners of war which he is believed to have betrayed to the enemy. He was in addition a well trained saboteur.


(3) BATICON, LASKI, PACHECO Y CUESTA


The existence of these three spies on ships bound for South America was revealed by material supplied from special sources. They were successfully identified at our Trinidad control, and are being sent to this country for interrogation.


C. Agents Expected


Similar material reveals German plans for despatching two new spies to this country and two saboteurs to be landed by submarine on the coast of Palestine. Suitable arrangements have been made for their reception.


D. Controlled German Spies (‘Double-Cross Spies’)


(1) Through a double-cross spy in this country a deal was concluded with the German Secret Service in Madrid, by which £2,500 were paid to the spy here and 250,000 pesetas were put at our disposal in Madrid. This deal was arranged through the unconscious help of the Spanish Assistant Military Attaché in London, who took with him in the diplomatic bag a letter of introduction to the principals in Madrid, on the back of which was a message to the German Secret Service in secret ink.


(2) ‘ZIGZAG’, an Englishman was dropped as a spy by parachute in October 1942 near Thetford. Extensive information was already in our possession before his arrival, so that his confession on giving himself up could be immediately checked. It was found possible to collaborate with this spy in deceiving his former masters, who were persuaded to believe that he did in fact perform the mission for which he was sent here, namely to sabotage the de Havilland Mosquito factory at Hatfield. The agent has now been sent back to the Germans via Lisbon, and it is expected that he will be given another similar mission in British or Allied territory.


(3) On the night of 20 March 1943 a wireless set of new design, £200 in notes, and sabotage equipment were dropped by parachute in Aberdeenshire for MUTT and JEFF, who are double-cross spies of Norwegian nationality. The German aircraft flew low over the exact spot indicated by us to the German Secret Service.


(4) On 10 March 1943 one of our agents who has been recruited by the German Sabotage Service in Spain had a faked explosion arranged for him in Gibraltar. The German Sabotage Service gave him some SOE equipment with which to carry out this act of sabotage. As in a previous case where an act of sabotage was staged for another of our Gibraltar agents, this apparently successful enterprise has caused extreme satisfaction in German and Italian circles.


[XXX]*


Important new information about the organisation and methods of the German Secret Service has been obtained from two of its former members. Both these individuals have been induced to collaborate, and as one of them, an officer of the German General Staff, had been chief of an enemy Secret Service base, his revelations were particularly sensational. As a ‘book of reference’, it is believed his services will continue to prove of great value.


C. General Security Measures


(1) The Security Service has prepared a memorandum, running to sixty-eight printed pages, including diagrams, on the technical counter-measures to be taken against possible enemy sabotage. This memorandum has been circulated to our Defence Security Officers in the most important posts in the Empire. A special section dealing with the defence of shipping against sabotage has been further circulated to all ports in which we have representatives, both in England and overseas.


(2) On the strength of information about TORCH supplied by the Security Service, the Director of Military Intelligence has issued a strong warning against careless talk about future operations. This warning was based on Security Service investigations which showed that a disturbing amount of loose talk had taken place before the invasion of North Africa.


(3) On the return of a special adviser who had been sent to the Middle East to survey the security position there, the Security Service are implementing his recommendations by sending three officers to the area, two of whom will plan and direct the examination of aliens, who arrive in that area from occupied Europe at the rate of about 900 a month, and the collection of intelligence from them. A third officer will supervise the investigation of Axis espionage. The existing organisation in Middle East requires strengthening on both these sides of the work.


(4) By arrangement with the Director of Military Intelligence the Security Service is supplying certain of its officers who have recently been put through special training courses in preparation for their future work, which will be to act as advisers on general security measures and on the technical aspect of counter-espionage and counter-sabotage work, both to the GHQ Ib staff of future expeditionary forces and to the staff of the Chief Civil Affairs Officer in the area behind the lines. The Director General considers that, with diminishing risks at home, these officers should be released for the purposes stated.





On the following day, Liddell was pleased with Churchill’s reaction, which had been scrawled on the bottom of the third and final page:




Duff Cooper has returned our report for the Prime Minister with a letter saying that the Prime Minister would like to have further details about Wurmann. The Prime Minister has minuted the report in his distinctive red ink: ‘Seen. Deeply interesting. W.S.C.’ Duff seems to think it has been a great success.





The Prime Minister’s interest in Richard Wurmann was entirely justified, as he was one of the most unusual cases dealt with by MI5 during the conflict, and a special summary was prepared (see Chapter 27).


This first report was MI5’s opportunity to educate Churchill about the breadth of the organisation’s activities, demonstrate its competence, and compete with SIS’s daily briefings and deliveries of decrypts, usually juicy diplomatic telegrams, carefully selected by Menzies for his consumption. In terms of double-agents, four cases were mentioned by name, being the Norwegians MUTT and JEFF, and the safe-cracker Eddie Chapman, code-named ZIGZAG, then on his first mission to England, having arrived by parachute in December (not October, as stated) 1942. Unnamed is the doubleagent who extracted £2,500 from his Abwehr controller in Madrid. This was surely a reference to GARBO, although his case would not be introduced for another three months, and to a scheme known as Plan DREAM that involved the Spanish assistant military attaché conspiring to circumvent the Bank of England’s currency regulations with a syndicate of London fruit merchants. Simply, Leonardo Muñoz wanted to send money to Spain, but was willing to pay a nominee in London if he was paid the same sum, plus a generous commission, in Spain. The concept had been inspired by Cyril Mills, in November 1942, as Guy Liddell had noted in his diary:




Cyril Mills talked to me about a plan he had on foot for getting money for GARBO. Apparently some fruit merchant here who is known to Muñoz, the Spanish assistant military attaché, wishes to transfer money from this country to Spain. It is suggested therefore that this money should be handed over to GARBO and that the German secret service should credit the fruit merchant with pesetas. Quite a large sum of money is likely to be involved. This is known as Plan DREAM.





By the end of January 1943, after complicated negotiations, DREAM had started to look like a practical proposition, as Liddell recorded on 1 February:




Muñoz, the Spanish military attaché, is returning to Spain on Monday, and for the purpose of Plan DREAM we have arranged for him to take with him a letter of introduction. GARBO is to send a letter giving a new address at which Muñoz can be contacted and the money is to be deposited with Charles Russell & Company. Muñoz will then send a telegram to his contact in London to say that one has received the pesetas and that the sterling may now be released to the notional Mr Wills, in other words Cyril Mills. On the back of Muñoz’s letter there will be a message in secret ink about which he will know nothing. The Germans will be notified about the existence of this message.





This transaction, supposedly brokered by the City solicitors Charles Russell & Co., where Richard Butler had worked before joining MI5, was completed without a hitch, and ten days later MI5 received the £2,500, an impressive coup that obviously merited inclusion in the report to Churchill. Indeed, the operation was so successful that it would be repeated again several times to fund GARBO’s burgeoning network and expenses.


As if to emphasise MI5’s remit across the Empire, Petrie described the three spies seized in Trinidad, Baticon, Laski and Pacheco, who would reappear in the third report, and the anticipated arrival of a pair of agents to be landed by a U-boat in Palestine. In the event, neither turned up, and the subject was not mentioned again.1


Such discretion, drawing a veil over an operation that had gone awry, and concentrating on proven success stories, would become a feature of the reports. The de Graaf case is an early example, as Guy Liddell had recorded on 23 January 1943, and there were some aspects to it, such as his temporary employment at the British embassy in Madrid, which had been omitted from the version submitted to Churchill:




Buster Milmo reported at the Wednesday meeting that there had been a large influx at Camp 020. The main increase is in spies going to South America. He mentioned the case of Johannes de Graaf, a Belgian who had come down an escape route and had been temporarily employed at the British embassy in Madrid. De Graaf admitted that he had been in contact with the Abwehr but said that he had done so in order to escape. He was carrying pyramidon and tooth-picks. He was caught through a clever link-up on the information index at the Royal Victoria Patriotic School which showed that he had been put on the escape route by someone known already to be working for the Abwehr. He is now beginning to come clean. He was highly trained both in espionage and sabotage and appears to have corresponded with German occupied territory after his arrival in Madrid.





The de Graaf case was unusual in many respects. He was born in Saskatchewan in November 1918 to Dutch parents – farmers who returned to Amsterdam in 1928 – and he acquired a British passport in 1933. When the Germans occupied the Netherlands he was employed as a bookkeeper, and in June he was interned at Schoorl because of his dual citizenship. After ten days in detention de Graaf applied for his release, on the grounds that he was more Dutch than British, and he was interviewed by the Sicherheitsdienst in The Hague. Threatened with incarceration at a concentration camp, and anxious to support his elderly parents, de Graaf agreed to his recruitment and underwent a lengthy training course in sabotage and clandestine communications. In 1941 he made contact with an underground escape line that assisted his travel via Toulouse, where he spent six weeks, to the Spanish frontier in February 1942. He stayed in Barcelona for two months, supported by the British consul. Upon his arrival in Madrid he presented himself at the British embassy, where he was employed by Sir Peter Norton Griffiths for eight months as an accountant in the office of the military attaché, Brigadier W.W.T. Torr.


In December 1942 he sailed from Gibraltar for Gurock on the Llanstephan Castle and was arrested upon arrival when a search revealed the ingredients for secret writing. He was transferred to Brixton and then moved to Camp 020 where, during his sixth interview, he confessed to his role as a German spy, and admitted having sent three letters to his German controllers, one from Chalon and two from Toulouse.


A detailed interrogation was conducted by Helenus Milmo, who reported on 12 February 1943 that:




… since de Graaf’s arrival at Camp 020 very substantial progress has been made and we are now in a position to say that this man is an infinitely more important enemy agent than we had originally thought. We are still a long way from obtaining the full truth from him and the extraction is proving a laborious process but from the admissions so far obtained de Graaf has shown himself to be one of the best trained enemy agents who have so far fallen into our hands. Thus he has admitted to having received instruction in political propaganda work, secret ink writing, wireless telegraphy, codes, sabotage, and the use of firearms. Moreover he has confessed to having been in contact with an interesting and important variety of German Secret Service personnel and to have written no less than three letters to the Germans at a time when he was employed on highly confidential work in the British Embassy at Madrid whilst awaiting repatriation to this country.





De Graaf’s admission to an espionage role, and having attended some forty classes on radio technique, opened the possibility of a prosecution under the 1940 Treachery Act, and a death sentence, but there was a complication, as the 020 commandant, Robin Stephens, warned on 27 February:




The position has been reached where a case could be put forward for prosecution under the Treachery Act. The prosecution, however, is much complicated by the astonishing action taken by the British Embassy in employing this German spy for eight months in the Embassy with access to information on the escape routes. De Graaf relies upon a satisfactory recommendation from the Embassy to bear out his defence that he never intended to work against the Allies. At the same time it must be borne in mind that de Graaf has admitted possession of Pyramidon which was handed to him by the German Secret Service for purposes of secret writing.





Thus, having conceded that he had been sent on a sabotage mission, de Graaf’s embarrassing defence was that he had never intended to spy, even though there was evidence from MI9 that he had compromised a major British escape network, having gained access to the information while employed by Brigadier Torr:




Whilst employed at the British embassy in Madrid, this man was responsible for passing to the enemy information about an escape route from occupied territory and was directly responsible for the arrest by the Germans of probably the most important British agent operating this route who was responsible for the very marked success which it had achieved over the course of the last year.





De Graaf’s assertion was that his sabotage mission had been to South Africa, and once it became clear to him that he could not obtain further instructions from his contact in Lisbon, as he had been directed, he had abandoned all thought of espionage. This may or may not have been true, but MI9 certainly did not want to acknowledge that a German spy had been working for them in Lisbon undetected for eight months. The issue was put before the Director of Public Prosecutions in March 1943 by Edward Hinchley-Cooke, and the decision was taken not to proceed with a prosecution. Accordingly, de Graaf’s future was referred to the Home Office, with a recommendation from Petrie that he should be isolated at Dartmoor:




The case against de Graaf has become a more serious and formidable one than was originally suspected, and admissions have been obtained from him which prove beyond question that he is one of the best and most extensively trained enemy agents who have fallen into our hands since the beginning of the war. Thus he has received a very thorough training as a saboteur and is conversant with the most up-to-date German sabotage methods and equipment. He has been fully instructed in the use of secret ink and developers, codes and cyphers, firearms, political propaganda and has achieved a considerable proficiency as a wireless operator. In short he is an extremely dangerous man.


We had hoped that it would have been possible to prosecute De Graaf under the Treachery Act, but although we do not entertain the slightest doubt that de Graaf’s association with the German Secret Service is incapable of any innocent construction, the Director of Public Prosecutions has advised against criminal proceedings because he feels that the evidence available for use in a Criminal Court – and this of course excludes the confessions extracted at Camp 020 – might not be strong enough to satisfy a jury that de Graaf’s excuse for undertaking to work for the enemy is necessarily a bogus one. I may say that the excuse in question is the time-honoured one which the Germans instruct their agents to put forward if caught, namely; that he never intended to work for the enemy and only undertook his espionage assignments in order to escape to this country. In these circumstances the DPP has ruled against a prosecution. De Graaf, being technically a British subject and being detained under DOR 18(b), cannot remain indefinitely at Camp 020, but, as in the case of Boyd,2 we would be strongly averse to his spending the rest of the war with the disaffected British subjects whom he would meet in any ordinary place of detention for 18(b) cases. It is, in our view, wholly undesirable that proved enemy agents, whether they be British subjects or aliens, should be allowed to mix freely or at all with ordinary internees and detainees. The chances of leakage are considerable and no proper safe-guards against such leakages can be maintained. Further, as I think I have stressed on previous occasions, it would not, in our view, be in the public interest that it should become generally known how very difficult it is to establish a strong enough case for prosecution against a spy, or that there are in this country in detention a very large number of spies who are not and cannot be dealt with under the Treachery Act.


We are therefore of the opinion that de Graaf should be moved to Dartmoor and should remain there for the duration.





At the end of April 1943 de Graaf was driven to Paddington Green police station for a final interview, and then escorted onto the Cornish Riviera Express at Paddington station for the rail journey to Exeter, and Dartmoor prison, where he remained for the rest of the war.


Although a highly abbreviated version of the de Graaf case was given to Churchill, he was never informed that, probably unwittingly, de Graaf had succeeded in penetrating MI9 in Madrid, and had betrayed an important British agent. When challenged about his employment, the Foreign Office’s security branch, headed by William Codrington, insisted that Norton-Griffiths had disregarded procedures by taking him on without the approval of the embassy’s security officer, Alan Hillgarth, and that the Passport Control Officer had known of the situation. Wherever the blame properly lay, de Graaf survived the experience and, having been refused a return to Canada, was repatriated to the Netherlands at the end of the war.


Whereas it had been almost impossible to prosecute de Graaf under the Treachery Act, MI5 encountered no such difficulties with Regeiro de Menezes, even though he was a fully accredited foreign diplomat whose espionage had been detected by that most secret of sources, TRIPLEX. Having arrived in London in July 1942 to work at the Portuguese legation with a junior rank, de Menezes had begun writing letters to his sister in Lisbon, enclosing another note using secret ink addressed to a man named Mendez. His mail had been included in the Portuguese diplomatic bag, which was surreptitiously opened and examined by MI5 as part of a joint SIS operation code-named TRIPLEX and supervised by Anthony Blunt. Although the precise nature of TRIPLEX was not explained in explicit terms, it is probable that Churchill either knew or guessed the sensitivities involved. That Blunt should have selected the de Menezes investigation to put before the Prime Minister is interesting as it illustrated at least six distinct MI5 techniques, including ISOS, the introduction of a woman agent provocateur, the penetration of the embassy by an agent code-named DUCK, physical and technical surveillance, and the exploitation of TRIPLEX.


As Blunt would have known, the de Menezes case had involved a high-level discussion about the wisdom of revealing evidence to the Portuguese ambassador that might put TRIPLEX at risk. The proposal, discussed in January 1943, had been vetoed instantly by SIS’s David Boyle. Despite this reticence, TRIPLEX continued to supply the spy’s correspondence that, under ultra-violet light, revealed secret writing describing London’s air defences.


De Menezes’s mission as a Sicherheitsdienst spy had been betrayed by an ISOS intercept even before he had landed, and he was watched inside the legation by an MI5 agent, and outside by MI5 surveillance teams. According to Jack Bingham, an MI5 officer who befriended him, he seemed particularly interested in anti-aircraft defences. In February 1943 the evidence was presented to Ambassador Monteiro, who was reminded that three other Portuguese, Gastao de Freitas,3 Manoel dos Santos4 and Ernesto Simoes,5 had been caught spying and, after he had consulted Lisbon, he agreed to withdraw de Menezes’ immunity. When arrested, Menezes claimed that he had spied under duress because he had relatives in Germany who were under threat. In his confession he identified Mendez as a man named Marcello who worked for Umerte, an Italian intelligence officer. He claimed to have been introduced to them by a Portuguese air force officer, Colonel Miranda, and also mentioned Ramos, a cipher clerk in the Portuguese foreign ministry. Nevertheless, he was convicted under the Treachery Act in April 1943, sentenced to death, and reprieved after a plea for clemency from his ambassador. He was imprisoned at Dartmoor and, on the instructions of the Lord Chief Justice, no public statement was made concerning the trial or the reprieve.


As a result of the case the Policía de Vigilância e Defesa do Estado in Lisbon arrested twenty-three members of the Abwehr’s local organisation, including Kuno Weltzien, a figure who had long posed a threat to British intelligence operations in the Peninsula. De Menezes was freed and deported back to Portugal in December 1949.


* * *


Petrie’s choice of ZIGZAG, MUTT and JEFF as the three most suitable examples with which to introduce the Prime Minister to the concept of double-agents is quite curious. The two Norwegians, John Moe and Tor Glad, had paddled ashore in Banffshire in April 1941. Their participation in an operation code-named OATMEAL, involving the Luftwaffe dropping them a wireless transmitter and £400 in cash, was ample proof that both men had been completely accepted by their Abwehr masters in Oslo, who demonstrably believed them to be at liberty and active on their behalf. Churchill would later hear more of them, and about BUNBURY, a daring act of sabotage. As would later emerge, OATMEAL had an unexpected aspect, as Liddell confided to his diary on 24 March:




A piece of the parachute by means of which MUTT and JEFF’s wireless set was dropped some weeks ago has been picked up by a farmer near Loch Strathbeg. It only reached us quite fortuitously through an officer in AI-1(g) having given it to Room 055. The general instructions are that objects of this kind should be handed over to the air force by the police. I am going into this matter with RC. The officer’s suspicions had been aroused because of a report he had read of an interrogation of a German airman who claimed to have landed an agent here in November 1939 in a Dornier 18 off the Yorkshire coast, not far from Scarborough. This agent was equipped with a short-wave wireless set. At the end of April 1940 he picked up the same man from a bay just to the North of Flamborough Head. This spy was said to have given the Germans immensely valuable information at the beginning of the Norwegian campaign and also about a raid carried out in April 1940, on which advance information was given. There was a raid on 18 April from which five Hampdens and two Wellingtons failed to return from a flight to southern Norway. The signal for picking up a spy was to be the dropping of a bomb and as a bomb had been dropped in connection with the MUTT and JEFF enterprise the air force officer who brought in the bit of parachute thought it might have some significance from an MI5 point of view. The prisoner of war also spoke of another agent that he had landed at the beginning of the French campaign. This man wore civilian clothes and was provided with a squadron-leader uniform and a small transmitter. Landings from aircraft and also descents by parachutes had later gone out of fashion as they were thought to be too dangerous.





Nothing more was ever heard of these alleged airborne infiltrations, so it is likely that the Luftwaffe PoW had fabricated the stories, perhaps in the hope of enhancing his own status with his captors.


* * *


As for ZIGZAG, he had departed on an Ellerman Line cargo vessel, the City of Lancaster, for Lisbon on 15 March, and the only way of monitoring his progress, first in Portugal and then in Norway, was through the interception of ISOS traffic, which occasionally mentioned his continued survival as a spy code-named FRITZCHEN. He would not be seen again until his triumphant return in June 1944, which would earn him further mention.


 


 


____________


* Indicates redacted material here and throughout.
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SECOND REPORT, 2 MAY 1943


The second report, dated 2 May 1943, is very domestic, covering two espionage cases, Frank Steiner and the Portuguese diplomat Rogeiro de Menezes; three double-agents, ZIGZAG, HAMLET and METEOR; and the problem of sabotage in Gibraltar. The final draft was approved by Richard Butler, head of the Director-General’s secretariat, on 2 May.


Also described is BUNBURY, an act of sabotage to be carried out by MUTT and JEFF using material captured by the Germans from SOE networks in France. BUNBURY involved an explosion in August 1943 at the electricity power plant at Prospect Row in Bury St Edmunds, which was reported in detail by the East Anglian Daily Times, and resulted in claims broadcast on Nazi radio describing the incident and the deaths of 150 workmen. A week later the supposedly independent, Berlin-based Trans-Ocean News Service, which was controlled by Dr Goebbels’ propaganda ministry, repeated the story on its North America wireless system.


Supposedly, a bomb placed beside a condenser had detonated causing widespread damage, and another device had been discovered and defused before it could explode. In reality, of course, the entire episode was an elaborate charade intended to build up the status of the two Norwegians.


On 5 August Guy Liddell indoctrinated Sir Frank Newsam, the Permanent Under-Secretary at the Home Office:




I saw Frank Newsam and explained to him Plan BUNBURY. He thought it possible that Watts, head of the explosives department, might be brought in. I said that if and when he was, we might consider whether it would be better to inform him of the true position in case he discovered that the whole business was a hoax and gave the show away. Newsam was I think pleased at having been brought into this matter.





The scheme, supervised by Victor Rothschild and Len Burt, had been code-named BUNBURY in deference to the fictional character in Oscar Wilde’s The Importance of Being Earnest, and took place on 6 August, as Liddell recorded in his diary the following day:




Len Burt is going down to investigate Plan BUNBURY which took place last night. I have not yet heard any details. Burt thinks that he may be able to help a bit on the press side since both the Ministry of Information and Frank Newsam think that they could not give the story to the press without arousing considerable suspicion. The Chief Constable is giving it to the local press and I have suggested that he should explain when doing so that he has approval from Censorship, as it is thought that the public need to be made aware that something is going on in their midst. It is hoped that this will stimulate security.





However, the following week, on 12 August, Liddell noted that the local police were becoming a little too enthusiastic about the investigation:




Victor Rothschild and Len Burt came to see me about Plan BUNBURY. Burt thinks it desirable to ease up the police a little, who are suspecting the Irish and the Poles. There is great activity in the eastern counties and I understand that guards at utility undertaking have been doubled. The local press have got the story but do not think it worthwhile sending to London, as they feel it would not be passed by censorship. We are doing our best to grease the wheels but cannot do this too obviously.





Two days later BUNBURY came again, unexpectedly, when Rothschild referred to the operation during a conference at Oxford attended by MI5’s Regional Security Liaison Officers (RSLO), as Liddell confided to his diary:




Victor Rothschild has been talking to the RSLOs before lunch and had outlined to them Plan BUNBURY. He had written a circular letter which he had sent off to all his utility undertakings in which he had drawn attention to the incident at the electricity power station at Bury St Edmunds. He said quite definitely that we regarded this as an act of enemy sabotage, and had made some reference to spies being at large. RSLOs felt that the electricity undertakings would undoubtedly take this letter to the Chief Constable and ask him for his views. The Chief Constable would then go to the RSLO and ask why it had been thought desirable to communicate the information to utility undertakings which had not been given to the Chief Constables. They would want to know whether it was true. Was the RSLO to lie or take the Chief Constable into his confidence? The general opinion at that stage seemed to be that it might be a wise move to take the Chief Constable into our confidence if he approached the RSLO but not otherwise. The matter however was left in abeyance.





However, the issue did not fade away, as probably everyone hoped, and was brought to the attention of Petrie, who was unamused by Rothschild’s initiative. By telling the RSLOs about the true nature of the operation, he had placed them in an invidious position as they acted as MI5’s official link to the police. If that relationship was to be based on a lie, implying that the Chief Constables were not fully trusted, then they were in danger of being undermined, thereby potentially compromising future cooperation:




I had a meeting with the Director-General, Jasper Harker, Victor Rothschild, Alan McIver and T.A. Robertson about Plan BUNBURY. The Chief Constables are to be told if they approach the RSLOs that the incident is a special exercise. They are to be asked to keep up the deception with the utility undertakings. I am to visit Colin Robertson, the Chief Constable of Suffolk, and explain the position. There is to be no publication in the Police Bulletin. The D-G was rather annoyed about the letter to the utility undertakings being sent out without prior reference to himself. The fact is, however, that the normal way is for a utility undertaking to report to the Central Electricity Board who immediately send teleprinter messages to all their power stations in the country. Moreover, if we are out for publicity which we have so far not been able to get, there is bound to be a reproach by Chief Constables to RSLOs. The only unfortunate thing about the letter to my mind is that there is something about spies being at large, and it is perhaps a little too positive.





Nevertheless, despite the internal friction caused by BUNBURY, MI5 remained keen to exploit the situation and generate some media interest, as Liddell noted on 18 August when Len Burt was authorised to adopt unorthodox tactics to attract the newspapers:




I had a talk with Len Burt about BUNBURY. There is to be publicity in today’s press. Burt pretended to get tight in a pub and had leaked to one of his more disreputable contacts and he has now protested to this contact that he has been let down. In the light of this publicity the Director-General has agreed to reverse instructions to RSLOs, provided they have not already been approached. Jasper Harker subsequently ascertained that the field was clear. RSLOs were told that if the Chief Constable approached them they were to say that equipment known to have been used by the enemy was employed and that the matter was still under investigation. If they referred to the letter to utility undertakings they are to be told that this was ‘toned up’ a bit to make the undertakings more security-minded.





This led Liddell and Rothschild to visit the Chief Constable, and make a clean breast of the situation:




I went down to see Chief Constable Colin Robertson with Victor Rothschild and I explained to him all the various phases of BUNBURY and our difficulties. He told me that in spite of this morning’s publicity in every paper, not one question had been put to him about BUNBURY at a Chief Constable’s meeting he had attended. He expected everybody to come up and say ‘Now give us the lowdown about the sabotage at Bury’ but not a word. He was I think pleased we had paid him a visit. He was in thorough agreement with the policy of saying nothing to Chief Constables, and entirely agreed with Len Burt’s view that quite a number of them on receiving the information would hold a mother’s meeting. He was quite prepared to face his own superintendent if he ever found out. He explained to me how difficult it would be to get the searchers to find the unexploded bomb. He pretty well had to push their noses right into it before it was discovered. It looked just like a part of the old unused generator.





Although the two MI5 officers succeeded in mollifying the Chief Constable, the issue was raised the next day at Scotland Yard, where Special Branch detectives expressed their well-founded suspicions:




When visiting Special Branch, Langdon was confronted by Albert Foster, Charles Gill, and four inspectors with the announcement of Plan BUNBURY. They said ‘Whatever your views are about this case, we have come to the conclusion that it is either SOE or Lord Rothschild.’ I am afraid Langdon did not put up a very good show. Although he did not commit himself positively, I think he left them with very little doubt about the origin of the outrage. Amongst other things he is reported to have told them to keep it to themselves, which is of course a complete admission of guilt.





This scenario, in which MI5 sought to deceive Special Branch, was exacerbated on 20 August by Len Burt, himself a former Scotland Yard detective, though never a member of Special Branch. Apparently he had no compunction in assuring Foster that the sabotage had been genuine:




Len Burt has seen Albert Foster and considerably shaken him on the question of the genuineness of BUNBURY. Burt gave it as his opinion it was a true bill.





Having committed itself to perpetuating the lie, it began to spread, and the following day another RSLO, Peter Hope, sought Liddell’s guidance:




Peter Hope has got a reaction from the Assistant Superintendent in Newcastle about Plan BUNBURY. He has been told to stick to the line given to him for communication to the Chief Constable.





On 24 August Liddell was obliged to address the dilemma yet again:




Alan McIver came to see me about an enquiry about Plan BUNBURY that Hughes had received from the local Security Control Officer. I said that I thought Hughes should tell the SCO exactly what he had told the Chief Constable, otherwise he was putting the SCO vis-à-vis his subordinates in the same difficulty as the Chief Constable would be placed. This meant a further spreading of the information.





There the matter rested until early in September when the question arose about how the Home Office should refer to BUNBURY in the monthly Police Bulletin, which was circulated routinely to all the regional police forces:




Wells has raised the question of putting something in the monthly Home Office police report on the subject of Plan BUNBURY. He is reluctant to do this because he feels it wrong that the Home Office should mislead the police in an official document. I pointed out to him that we had faced up to this question long ago and made up our minds that in spite of the difficulties the question of the possible leakage of the truth had to be the first consideration. I discussed this matter with T.A. Robertson and Victor Rothschild. We eventually decided that provided Hughes did not think that the Suffolk police would be astonished not to read of the incident in the bulletin we should leave it out, and give a directive to RSLOs to the effect that they should if asked, explain to Chief Constables that the item had not been put in owing to the inconclusive nature of the investigation. Wells said that the Executive did not always put cases into the Bulletin and that they could therefore defend themselves in this particular case. He also said that the Bulletin was generally read by the head clerk who took an intelligence interest in a matter of this sort and would almost certainly bring it to the notice of the Chief Constables. Hughes telephoned later to say that he did not think that the omission of the BUNBURY item in the Bulletin would cause comment from the local police. It was therefore agreed that with the Director-General’s approval this line should be adopted and RSLOs if approached should say that the case had been omitted owing to its inconclusive nature.





A month later the Sunday Chronicle published an innocuous story about BUNBURY, and that was the final word on the matter which, to everyone’s relief, could now be laid to rest.


* * *


Perhaps the most remarkable item in Petrie’s report is the reference to Violet Trefusis, who was Virginia Woolf’s lesbian lover and a well-known figure in London’s literary circles. Evidently she had engaged in an illicit correspondence with a well-connected French friend in German-occupied Paris, and this had come to MI5’s notice through ISOS and a letter intercepted by Postal Censorship. The contact was allowed to continue, as Liddell mentioned in his diary:




A letter has been thrown up by Censorship from the son of General Louis de la Pellouse in Occupied France, to a Mrs Trefusis in London, inviting her to come to Portugal for discussions and giving her a cover address for her reply. It was clear that this letter was written on the instructions of the German secret service, the whole matter being reflected in ISOS. It was possible that this was some form of peace feeler. Mrs Trefusis is known to be pro-Vichy in her sentiments. The letter has been allowed to go on and arrangements made to intercept her reply. The cover address used is a well-known German collecting centre.





There was no further mention of this contact, either by Liddell or Petrie, so presumably Mrs Trefusis did not take up the suggestion of a visit to Lisbon.




SECOND REPORT


A. Spies Detained


(1) STEINER


Frank Steiner, a well-trained Belgian agent of the German Secret Service arrived in this country on 5 April 1943. The Security Service was already in possession of considerable information about him from Most Secret Sources, but he made our task easier by voluntarily disclosing his connection with the enemy to the British authorities in Lisbon. Since his arrival in this country he had enthusiastically supplied the large quantity of valuable and detailed counter-espionage information in his possession. He was moreover given by the Germans a new means of receiving further instructions, namely code messages sent over the Calais broadcasting station. The possibility of using him for double-cross purposes is being investigated.


(2) MENEZES


The Portuguese Government has put in a strong plea that the death sentence pronounced against Menezes should be commuted. The Security Service do not wish to stand in the way of such commutation, but it is assumed that the Portuguese Government would in return be ready to follow up actively the information supplied to them partly as a result of the Menezes case, and round up the circle of German and Italian agents still thriving in Lisbon.


B. Double-cross Spies and Saboteurs


(1) ZIGZAG


The double-cross saboteur ZIGZAG returned to his German Secret Service station via Lisbon, travelling as steward on a British ship. On arrival he was given by the local head of the German Sabotage Service a high explosive bomb camouflaged as a piece of coal with instructions to place it in the ship’s bunkers in order to sabotage the ship. ZIGZAG accepted the bomb, but immediately informed the master of the ship, who kept the bomb in a place of safety.


(2) HAMLET


An Austrian subject, who has been in contact with the German Secret Service in Lisbon, was sent to this country with our knowledge on April 4th. Under our direction he had been working for Koessler, a German Jew who is a member of the German Secret Service in Lisbon but who has in fact been double-crossing his German masters. In addition to Fanto, Koessler is supposed to have another agent in this country, who is notional and whose letters will be written by us, and, further, five agents in America, all of whom are also notional. Fanto is a very close personal friend of General von Falkenhausen, and he reports that the General and his staff are convinced that Germany will lose.


(3) METEOR


This Yugoslav was asked by the Germans to work for them in the UK and was given a novel type of instructions. He was told to inform the British authorities in Madrid that he was being sent to England as a spy and that he was prepared to work for the British in double-crossing the Germans. For a period he was to follow exactly the orders given him by the British, but at a later stage he was to receive new instructions from the Germans together with a proper mission, new cover addresses and another secret ink by which he could communicate with the Germans without our knowledge. He has, however, told the whole story to the British authorities.


C. Sabotage


(1) German sabotage plans for Gibraltar


We have now arranged for one of our own agents to be appointed head of the German Sabotage Service operating against Gibraltar. It is hoped that he will be able to persuade the Germans to let him report direct to the German Secret Service station at Algeciras, which would provide us with an independent check on the activities of that station as they are revealed to us in Most Secret Sources. It is believed that the whole of the German Sabotage organisation operating against Gibraltar is now on our side, though still paid for their faked explosions by the Germans.


(2) German Sabotage Equipment


Photographs are attached of two specimens of the type of camouflaged bomb which the Germans attempt to introduce into such places as Gibraltar or smuggle on to our merchant ships in Spanish ports. The first shows a Thermos flask in which the genuine thermos only occupies the top few inches, the rest being filled with an incendiary bomb containing a time clock capable of being set up to twenty-one days. The second shows what appears to be a can of oil, which is, however, in reality filled with Thermit with a timeclock housed in the filler cap.


(3) PLAN BUNBURY


There is in being a plan to build up the two Norwegian agents who were sent here in 1941 as saboteurs. They are been instructed by the enemy to try and sabotage electricity miles, and the undertaking at Basingstoke has been chosen by us as the least important in the area in which they are operating. Having announced to the Germans that they would try and damage this, they were told that in due course proper materials for sabotage would be sent to them by parachute, and in view of the importance which appears to be placed on the project, the possibility of doing a bogus act of sabotage in the power station is being investigated. If this is not practicable, the Germans will be told that the attempt has also failed.


D. Possible Peace Feelers


Most Secret Sources together with a Censorship intercept reveal that the German Secret Service in Paris has arranged for correspondence to be set up between a person in France, probably the son of a General Vicomte Louis de la Panouse, and Mrs. Denys Trefusis in London. A letter was later intercepted to Mrs Trefusis inviting her to meet the writer in Lisbon to discuss matter affecting the best interests of Britain and France. The phraseology of the letter suggests that the subject to be discussed may be some form of Peace feeler. The letter has been allowed to go on to Mrs.Trefusis, and arrangements have been made for intercepting her reply.


E. Political Cases


(1) CRAVEN


On 14 March 1943 William Frederick Craven, an ex-British Union detainee, wrote a letter to the German legation in Dublin, in which be declared that his sympathies were with the Germans and that he hoped for a German victory. He also sent his best wishes to his friends in Germany, particularly to Herr Reinhardt, a former German Consul in Liverpool who was removed from his post on account of his espionage activities. Craven was charged and convicted under the Defence Regulations on two charges, getting the maximum penalty on each, namely Penal Servitude for life on one, and 14 years on the other. He has appealed, but his appeal has not yet been heard.


(2) Ben Greene


The action brought by Ben Greene against Sir John Anderson, claiming damages for wrongful imprisonment on the ground that the order for his detention was made in bad faith, ended on the 9th April, 1943, by the plaintiff abandoning the action and unreservedly withdrawing the charge of bad faith.


During the earlier proceedings before the Advisory Committee, MI5 were pressed, contrary to well established principle, to disclose the names of two of their agents on whose testimony the grounds for Ben Greene’s detention largely rested. Later, one of these agents was inveigled into the office of Greene’s solicitor, to whom, on being questioned, he denied the truth of the charges against Ben Greene which depended on his information which he had given, so as to avoid admitting by implication he was an MI5 agent. A further hearing of Greene’s case took place before the Advisory Committee, who, failing to appreciate the agent’s real reason for retraction, submitted him to a most severe cross-examination and finally wrote him down as utterly unreliable. As a result Ben Greene was released and the charges against him which rested on this agent’s testimony were formally withdrawn by the Home Secretary.


In the suit just mentioned Ben Greene’s Counsel were so unwise as to call this agent, who, under examination by the Attorney-General, convincingly explained his motive for having lied to the solicitor, and was dearly doing so to affirm that his original evidence was true. At the commencement of the fifth day’s hearing and before the agent could go on to tell the jury all he knew about traitorous conversations, leading Counsel for the plaintiff intimated that the action would be withdrawn, thereafter judgement was given for Sir John Anderson with costs.


The ignominious collapse of this case has been very satisfactory to MI5 since the reliability to their agent who had been so fiercely assailed and disparaged was vindicated in open court. The immense trouble and expense of the proceedings have also pointedly confirmed the unwisdom of any departure from the established and till now inviolable practice of never disclosing the names of their agents.


I. Security of Services and other wireless signals


As a result of information obtained by the Security Service from a German spy who recently came over here with the intention of working for the English, it has been discovered that the Germans rely to a very large extent for their intelligence on the interception of wireless messages sent in this country. A strong recommendation has therefore been put up to the Chiefs of Staffs that a thorough investigation should be immediately made into the security of wireless communications used both by the Services and by such bodies as the Police and Post Office.


1st May 1943





* * *


The Prime Minister’s reaction to this report was described by Petrie to Dick White on the afternoon of 5 May:




Mr Duff Cooper sent for me at 4 p.m. this afternoon and returned to me the second report on MI5 activities, which he showed to the Prime Minister to-day. He told me that the PM showed a deep interest in the matters summarised in the report and mentioned one or two specific comments as follows:


1. Re: Menezes – ‘why don’t you shoot him?’ On being advised that there were reasons why we wanted to retain the goodwill of the Portuguese Government who had taken action against Axis agents in Portugal and were probably taking further action, he said ‘well drive a hard bargain’.


2. He was impressed by our success in nominating the head of the German Sabotage Organisation, work against Gibraltar.


3. Re. Ben Greene – ‘Why don’t you lock him up?’ query had to be dealt with tact.


4. He specially noted that we had advised energetic action to compete with the lack of signals security in the Service departments and other official W/T users.


5. Both Mr Duff Cooper and the Prime Minister are most anxious to know when the first word is heard from ZIGZAG.





Although Frank Steiner was, according to the report, assessed for his likely value as a double-agent, it seems that the idea was stillborn. Steiner’s MI5 file, headed Frank Domien Steiner, alias Jacob Steinbach, reveals his unsavoury background, which dated back to his arrival in England during the First World War and his resettlement in Croydon as a refugee. On his return to Belgium he had worked as a journalist, a language tutor, a salesman selling cosmetics, electrical appliances and Kleen-Ezi brushes. He had also acted as a tout for some Ostend brothels and traded on the black market. In April 1940 he entered into a marriage of convenience with a German Jew, Gertrude Schneider, with whom he had been living for the past two years. Previously she had been engaged to a Swiss journalist, a director of Radio Geneva, by whom she had an illegitimate child.


Soon afterwards Steiner was sent to work as a translator in a German optical instrument factory, the Steinheil works in Munich, but in September 1941 he was approached by an Abwehr officer, Joseph Köchling, who was impressed by his fluency in English and by the fact that his maternal uncle was the former Deputy Chief Constable of Blackpool, Ben Hannan. Köchling recruited Steiner as an agent, using as leverage an implied threat against his wife, who was moved to Freiburg, and against his parents in Antwerp.


According his version of events, Steiner had set out for Portugal, hoping to reach the Congo, but had been detained in Spain at the Miranda del Ebro prison until September 1942, when he had returned to the Netherlands. On his second attempt he turned up in Lisbon in March 1943 and contacted the British for a passage to England. During his interview at the Passport Control Office with an SIS officer he divulged enough of his role as an Abwehr spy to ensure he attracted attention and gained a priority visa for air travel to Poole in April. Upon arrival he was escorted to Latchmere House and interrogated by the commandant, Robin Stephens, who recommended caution. MI5 knew from an ISOS intercept referring to a source code-named JACQUES that the day Steiner had received his entry permit, 4 April 1943, he had telephoned the news to Richard Schubert, his German contact in Lisbon, but he took a week to volunteer this vital information. In fact MI5 was well informed about Steiner long before his arrival, a report having been sent by the Defence Security Officer in Gibraltar, Tito Medlam, warning that two of his sources, one a Czech volunteer, the other a Belgian Sueté agent, had denounced Steiner when he had been a fellow inmate at the Miranda camp. According to Medlam’s information, passed to London in August 1942, Steiner was a Nazi spy who intended to travel to England.


Even though Steiner identified another spy, Lucien Rombaut, as a fellow Abwehr recruit, he was considered too unreliable to be run as a double-agent, and spent the rest of the war in detention. He provided an enormous amount of detail concerning Abwehr personalities, premises and procedures, which turned out to be accurate, but he was never entirely trusted and made a poor impression on those that interviewed him. After the war he was flown back to Belgium where he faced collaboration charges and was sentenced to death, but he was reprieved and given a life term.


Because his name was associated with several other cases of interest, MI5 tried to find Steiner’s Abwehr contact, Joseph Köchling, after the German surrender, but it seemed that he had been caught by the Soviets and had died in captivity.


* * *


The case of William Craven may also have been of interest to the Prime Minister, although it was one that had almost entirely escaped MI5’s attention until it appeared in court. Craven apparently had known Walter Reinhardt, the German consul in Liverpool, who had been withdrawn in June 1939 after he had been implicated in an attempt in April to recruit William Patrick Kelly as a spy. Employed at the huge Royal Ordnance munitions factory at Chorley as a bricklayer, 30-year-old Kelly had stolen plans of the plant and then approached Reinhardt who, with some reluctance, had passed on his offer to sell the information to the Abwehr. He then had been seen to meet Abwehr representatives in Cologne, and was arrested as soon as he returned to England. Kelly had pleaded guilty to breaches of the Official Secrets Act and was sentenced to ten years’ imprisonment. A former BUF member, Craven was a 28-year-old farm labourer in Gloucestershire who had been detained for a month in September 1939 under the 18B regulations, and then again in June 1940 and April 1941. Naturally, all mail addressed to the German legation in Dublin was subject to interception, and Craven’s offer had landed him in jail. However, MI5 had played absolutely no part in the investigation or prosecution, and had been completely unaware of the matter until it reached the courts. However, as Liddell pointed out, it was the Home Office’s decision, opposed by MI5, that had freed Craven and given him the opportunity to land himself in even greater trouble:




Craven’s release was strongly opposed by ourselves, and Sir Alexander Maxwell minuted the file to the effect that it was a pity that MI5 took such an unbalanced view, and had not got a liberal outlook. The effect on Craven of the Home Office’s liberal outlook has been to get him a life sentence instead of merely internment for the duration of the war.





* * *


The detention of Ben Greene, of the famous Berkhamsted family, proved infinitely more complicated, and a matter of some embarrassment for MI5, especially when Greene, who had been imprisoned for eighteen months as a Nazi sympathiser on the word of an unscrupulous informer, Harald Kurtz, took his case to the House of Lords and won. The version delivered by Petrie to Churchill is a somewhat partisan view of litigation brought by a pacifist and Quaker who had been entrapped by Kurtz and his companion, Friedl Gärtner, a fellow Austrian.


Having examined the evidence, the Home Office had released Greene, but the failure of his subsequent legal action for libel and false imprisonment did not reflect on the monstrous injustice he had suffered. When cornered by Greene’s solicitor, Kurtz had admitted that he had been paid by MI5 for every suspect he denounced. To have told Churchill that MI5 had felt vindicated is quite a misrepresentation of what had really happened.


* * *


Of the three double-agents mentioned, ZIGZAG had made an appearance in the first report, and the brief account of his adventure aboard the City of Lancaster’s voyage from Liverpool did not reveal anything like the full story, which received much attention from Guy Liddell. The version given to Churchill omitted to mention that ZIGZAG, who was supposed to desert his ship in Lisbon, had not told MI5 about a bomb he had placed aboard the vessel in Lisbon, and had only confided in the master, leaving MI5 to learn about the scheme from ISOS, as Liddell recalled on 21 March:




Ewen Montagu has informed J.C. Masterman about a Lisbon-Berlin message in which it is suggested that an agent should put explosive or incendiary coal on board a ship on which he is serving as steward. The agent is clearly ZIGZAG since the message implies that he is identical with the individual who did the Mosquito job and that he cannot go back to England. He is to slip away as soon as the job is done and go on to Paris. This all fits with ZIGZAG’s set-up. The difficulty is to know what appropriate action should be taken and I am trying to ascertain when the City of Lancaster is likely to leave Lisbon, since if there is sufficient time we might send an officer out. I have also asked Gergie to put a rush on the Berlin-Lisbon service in order that we might get a reply at the earliest possible moment. The message to Berlin was dated 19 March. Later I heard from Ferguson that he was proposing to send a wire to Ralph Jarvis informing him that Abt. III were proposing that ZIGZAG should sabotage his ship, and asking him whether ZIGZAG had informed the ship’s captain. If not, without indicating the slightest knowledge of the enterprise, it was suggested that the captain should be told to ask ZIGZAG (1) if, and when he was going to desert (2) whether he had contacted the Germans yet and if so with what result, and (3) had he any messages for the captain to take back to England. At that moment I was discussing the whole problem with Ewen Montagu, Ronnie Reed, J.C. Masterman and Ian Wilson. At first we thought that a telegram might be sent to Jarvis explaining to him the position and suggesting that he should arrange discreetly for the master to meet him at a suitable rendezvous for a purpose of arranging a still more discreet meeting between Jarvis and ZIGZAG, bearing in mind that the latter was probably being followed. Ralph Jarvis should show ZIGZAG the signal from Frank Foley and say that he came with other instructions from Reed to ascertain whether ZIGZAG has successfully contact the Germans and if so, what instructions he had had at Lisbon. On no account was ZIGZAG to be asked questions about sabotage. If he failed to come clean about the plan to sabotage his ship, he would be placed in irons by the captain and brought back here. On further reflection we thought that it would be better to send Reed who had the advantage of knowing the whole case and of knowing ZIGZAG personally. This would avoid the difficulty of Jarvis or any of his people, who must be known to the Germans, making contact with ZIGZAG and would have the additional advantage of giving ZIGZAG no way out. If he were approached by anyone else he might not feel under obligation to tell them a story which he thought he had already dealt with in his own way. On the other hand, however, if he failed to disclose what had happened to Reed we should have to assume that he was definitely wrong. In any case we felt that Reed’s presence in Lisbon could not be otherwise than a help to Jarvis.


Ferguson, in consultation with Frank Foley, seems to have some doubts about the necessity or indeed the advisability of Ronnie Reed going out but promised to let me have their decision in the morning. Meanwhile, the German reply dated 17.35 on 20 March 1943 had come in saying that the plan devised by the Abwehr in Lisbon had been approved by headquarters. We also learned from the Ministry of War Transport that the ship is not likely to be unloaded before 27 March.


I spoke to Ferguson again at about 7 o’clock, [XXX] suggesting that he should send off a wire to confirm the time of departure of the ship and ensure that as soon as ZIGZAG deserted the matter should be reported. I had in mind that if he deserted in the immediate future we should have to take a more sinister view of his part in the suggested enterprise.





Thus MI5 was confronted with the prospect of having been duped by ZIGZAG, and the consequences of his sabotage of a cargo vessel as it sailed for its next destination, Gibraltar. Accordingly, Liddell was determined that ZIGZAG should be confronted, and the next day persuaded SIS to send Ronnie Reed to Lisbon:




I was not able to get hold of Felix Cowgill at all till 3 o’clock. He was at first rather reluctant to agree to Ronnie Reed going to Lisbon and thought the telegram would do just as well. I pointed out to him that unless ZIGZAG was confronted with Ronnie Reed we should never be quite certain whether he was right or wrong. If he saw Reed he could have no possible excuse for not telling him about the suggested sabotage incident. I said I thought that no harm could possibly be done by sending Reed who knew the case and the man intimately. He and Jarvis could work out the best method of approach after his arrival. Cowgill eventually agreed. I then rang Herbert Hart and succeeded in getting a place for Reed on tomorrow morning’s plane.





Reed’s task was to find ZIGZAG and give him an opportunity to disclose his sabotage role without compromising ISOS. With this in mind he flew to Lisbon, but by the time he had arrived ISOS had shown that ZIGZAG had left for Hendaye and Paris. In his absence Reed went straight to the docks, as Liddell reported:




Two telegrams have at last arrived from Ronnie Reed. He has seen the captain who stated that he had been approached by ZIGZAG, but that in view of his instructions he would not have said anything to anyone except Reed. The sabotage project was suggested to the Germans by ZIGZAG. He had obtained a bomb which the captain had in his safe. Reed would bring it back by air. He suggests that we should stage some sabotage incident when the boat gets back to Liverpool. Victor Rothschild, in conjunction with SOE, is trying to devise some means of doing this without causing damage to the ship.





Three days later, Reed was back in England, and reported by telephone to Liddell:




Ronnie Reed has rung up to say that he is in Bristol. He says that the captain of the ship had been interrogated four times by the shipping office and had denied that he knew anything about the ZIGZAG affair. He affected to be extremely annoyed that an agent had been put on his boat without his knowledge. He was in fact acting on strict instructions that he was not to divulge the fact of ZIGZAG’s connection with British Intelligence. He was much relieved to see Reed. The piece of coal has been sent round via Gibraltar as Ralph Jarvis was nervous about its being taken on the aircraft in case it had some delay mechanism.





With the immediate drama over, and the bomb safely in the ands of SIS, Liddell gathered his senior staff together on 28 March to discuss the episode:




I saw Dick White, Victor Rothschild, T.A. Robertson and Ronnie Reed about the ZIGZAG case. It seems that the captain has played his part well and he even instructed ZIGZAG to cause trouble on the ship. ZIGZAG threatened to attack one of the other stewards with a knife, and the incident ended in a brawl, and the steward was laid out. We discussed whether a fake explosion should take place at Gibraltar or Liverpool. There is an advantage in doing it at Gibraltar since the information could easily leak back to the Germans. On the other hand, this is a disadvantage in that since certain people, members of the crew and possibly others, might have to be in the know, the fact that the explosion was a fake might get back too easily to the Germans. We eventually decided to take no action in Gibraltar and work some scheme which can be put into operation as soon as the ship reaches Liverpool. The piece of coal was notionally placed on some spot where it would not be thrown into the boilers until the ship was well out to sea. ZIGZAG has explained this to the Germans. Our methods of communication with him now are by code advertisements in The Times and through practice messages which he hopes to be able to send from Paris to Nantes.





* * *


The other two double-agents introduced in Petrie’s second report were HAMLET and METEOR.


HAMLET was Dr Johann Koessler, a wealthy Jewish businessman and former cavalry officer in the Austrian Army who joined the air force in 1916. He then obtained a law degree from Vienna University and married an immensely wealthy Jewish woman of Russian origin. However, anti-Semitism and the confiscation of assets forced him to move first to Milan and then to Brussels, where he rebuilt his commercial activities by exploiting his inventions, including lemonade powder marketed as Limonesco, before his Abwehr-sponsored departure to Portugal.


Koessler was also a double-agent who in 1941 had asked a British insurance broker, Ronald Thornton, code-named MULLET, to approach the British on his behalf. A third member of the network was PUPPET, an executive at Palmolive named Hans Fanto, who was supposedly Koessler’s source in England, but in fact relied upon MI5 to supply him with plausible information. Both MULLET and PUPPET operated through HAMLET, based at a villa in Estoril with his wife, but were controlled by an Abwehr officer, Julius Hagemann, in Brussels where Koessler was known as KOLBERG and A-1416, and Fanto was code-named FAMULUS. Born in Belgium and the owner pre-war of a travel agency in Aachen, Hagemann had become a naturalised German and would be arrested and interrogated at Camp 020 in May 1945.1


The HAMLET case would turn out to be one of the most complex challenges ever confronted by MI5, not least because Koessler remained at the Palacio Hotel in Estoril while his agent, Thornton, was established in an MI5 flat in Nell Gwynne House in Chelsea. As it turned out, joint management by two intelligence organisations of complicated double-agents was far from an ideal scenario, and Petrie’s summary prepared for the Prime Minister was neither comprehensive nor accurate, for Koessler was never formally a member of the Abwehr. As he would indignantly remind SIS, he had not undergone any Abwehr training, and had never visited an Abwehr office.


A 46-year-old inventor and the owner of a number of valuable chemical patents who was keen to market his special non-stretchable bandages and a degrading process, Koessler had been incarcerated by the Nazis in 1938 for three weeks during the Anschluss, but had been allowed to travel to Portugal in November 1941. There he had encountered Thornton, an insurance broker travelling with his wife, their three children and his mother-in-law, and intending to travel to England. Koessler had represented himself as a well-connected anti-Nazi with peace proposals, and had persuaded Thornton to approach the British authorities on his behalf. He was also asked to deliver some gold items to HAMLET’s children.


Koessler, who professed to be Roman Catholic and anti-Semitic, had a son and daughter in England, both naturalised citizens, one of whom had tried to join the RAF, the other having married a German Jewish refugee and become a nurse. MI5’s Christopher Harmer had interviewed MULLET upon his arrival in January 1942 and taken a favourable view of the opportunity presented, even if he had some doubts about Koessler’s bona fides. Section V’s study of the ISOS traffic revealed that Koessler’s commercial enterprise was known to the Brussels Abwehr, and its sponsoring stelle in Cologne, as the KOLBERG organisation, but was constantly the subject of a jealous interest from the Madrid KO and the local Abwehr staff in Lisbon.


In August 1942 MULLET returned to Lisbon, ostensibly to negotiate a manufacturing licence from Koessler for one of his products, fatless soap, and spent two weeks with him. In reality it was arranged that Koessler would act as an intermediary, passing Fanto’s reports, written in secret writing on his impregnated business letterheading, to the Abwehr. Upon his return to London, MULLET submitted a detailed report of his visit:




The German Intelligence Service had four different categories of agents, of which the highest category worked direct to Canaris. He said, that since Mullet’s last visit to Lisbon he had become an agent of the German Intelligence and that he was in the highest category and that he was using his cover as an agent to develop his business activities and also to try in his own way to bring the war to an end as quickly as possible. Since he was a first-class agent, his authority depended exclusively on Berlin and that nobody in the Legation in Lisbon had any sort of control over him, but they were at his disposal to help him, and that the Commercial Attaché was his link for using the diplomatic bag for his reports and correspondence.





In December 1942 SIS thought the situation sufficiently promising to send Frank Foley, C’s representative on the XX Committee, to fly out to Lisbon and assess Koessler. His report, partially redacted, was enthusiastic:




The impression or assumption that HAMLET represented a Peace Party or group of German and others who were weakening in their determination to continue the war and were thinking of sounding us about a compromise on an anti-Nazi basis, is wrong.


2. HAMLET asserted, and his statements were confirmed independently by PUPPET, that General von Falkenhausen and many officers on the Governor’s staff and in the armed forces of the Reich, are convinced that Germany lost this war when she failed to invade England: but these men did not send HAMLET to Lisbon to negotiate.


3. The truth is that he is not in direct touch with General von Falkenhausen or Colonel von Harbou. The General is most exclusive and does not receive a Jew. He does not automatically receive even German officers. Until fairly recently the General and his entourage openly criticised the Party and the Führer’s conduct of operations. The dismissal of high officers in the Reich and the appointment of a Nazi official to the Governor’s staff had a sudden sobering effect. They have harnessed their tongues. I think it can be assumed that officers and politicians throughout the Reich have also become more discreet and that if there is any inclination in the army to plot against Hitler, it will be done without running lines to anyone outside, unless they are very sure in advance of the contacts that are to be met. They will not send a man out on to neutral highways to look for them.


4. HAMLET is the representative of the Abwehrstelle at Brussels and in particular Major Bergman alias Berkhaus who works under Oberst Servase, the Abwehr chief in the rue Royale. The office is labeled: Ausbildungsstab D. Bergman the Chief of I-H. HAMLET came to Lisbon to establish under genuine business cover, the ‘organisation HAMLET’ espionage service directed against England and the Western Hemisphere. He works independently of Lisbon and in direct touch with Brussels through the diplomatic bag. The Commercial Secretary is the intermediary.


It interested me to know whether Bergman had approached HAMLET or HAMLET Bergman, and in either case what had determined Bergman to back HAMLET, to trust him and to press for permission to employ him in spite of the prohibition against the ban on Jews without the explicit sanction of Himmler. HAMLET is not a small agent controlled by an immediate chief but the controlling person in an organisation outside Germany. Both questions are closely connected with the personalities of the two men.


5. HAMLET is a typical example of the extremely clever and well educated merchant banker who flourished in Central Europe and who made large fortunes at home and larger ones when they emigrated to Western Europe and the Western Hemisphere. They had great contempt for the brains of the aristocratic officer class. He studied law; so did his father, grandfather and great grandfather. He is proud that four generations of HAMLETs have been doctors of law. He has always been rich. The Nazis broke him and dispersed his family. He went to Brussels, the Nazis caught up. He has, according to his statement, been in prison twice, but not in a concentration camp. He was an officer in the air arm of the Austrian Army in the last war. He was Austrian Intelligence officer at Trieste for six months. In Brussels he was trapped again. HAMLET developed an all absolving desire to revenge himself, or as he understated it, to settle his account with the Nazis.


6. He found that Major Bergman who was a businessman serving during the war in intelligence, was in Brussels. Bergman had been wealthy but had lost money on horses, used the old technique and gave him shares in his companies.When the partnership was well established, HAMLET suggested that he should be given facilities to go to Lisbon to establish an organisation for Bergman. Bergman fell into the trap. It was fairly easy to obtain permission and ample funds as Berlin was dissatisfied with Lisbon’s work and the Germans wanted to establish a line through Lisbon under Portuguese commercial cover in case diplomatic cover became unworkable for war reasons. I need not point out the advantages of the arrangement both to HAMLET and to Bergman who is interested too in the Portuguese company, an investment which is attractive to a German who had experienced German inflation after the last war, and who sees no hope of Gemany winning this one.


7. HAMLET’s plan of attack and revenge was based on his knowledge of the state of the German military mind which thought defeat inevitable. He would further depress their minds and weaken their fighting spirit by emphasising to them the actual and potential strength of the allied nations. He felt he was clever enough to serve up acceptable reports received theoretically, from agents, but in fact gathered from open sources such as newspapers etc. It must not be forgotten that he has the greatest contempt for their intelligence.


8. It is known from the file how he met MULLET. He did not hide his true sentiments. He has not tried to run an objective service. He has passed to Brussels everything we have supplied. He has asked me to use him for strategical deception to hasten the end. That is a new development.


9. Now PUPPET, an Austro-German [XXX] comes into the picture. He is the son of [XXX]. From our point of view the important fact is that PUPPET was a school and art friend of General von Falkenhausen.


10. [XXX]


11. He met HAMLET in the business field and thought he could obtain supplies of oil for PUPPET from Portugal. When HAMLET heard of the father’s friendship with von Falkenhausen he naturally suggested to him to obtain a letter of introduction. He did so but PUPPET’s father died before the letter of introduction was presented. General von Falkenhausen liked the pleasant young man and he became a poker friend – a small and exclusive circle.


12. HAMLET’s next step was to take PUPPET into his confidence as he found they had common ideals. With PUPPET’s knowledge HAMLET persuaded Major Bergman to send PUPPET to Lisbon as the 100% reliable Aryan to make certain that he HAMLET played straight it would obviously strengthen his position enormously in the eyes of the Abwehrstelle. PUPPET is due to be called up for service. He says he will desert and risk being interned in Portugal.


13. HAMLET had suggested to Major Bergman that he thought he could obtain a visa for a visit to the UK. I did not agree that it would be a practical proposition. He did not press the matter. He wanted to obtain from us more support for his plan under cover of spying for the Germans.


14. I did not feel that HAMLET would be of much use if he confined his work in Lisbon to serving up to the Germans open information obtained locally as information emanating from secret sources. I told him that his work would have little effect on the conduct of the war and he would inevitably be found wanting. I said I thought he should, if he really wished to destroy the Nazis, consider whether their destruction could be effected unless the German Army were defeated in the field. When he accepted that proposition I approached the question of his running an active espionage service for us under his Abwehr cover. I argued that knowledge of the enemy was an essential preliminary to his defeat. He was in a position to double the power of the instrument of revenge he had forged. I am inclined to distrust a man who lightly accepts a request to do espionage work. I was pleased HAMLET hesitated. I closed a very long session.


15. My next meeting was with PUPPET. I repeated my arguments to him. I suggested he should return to Brussels and become the spearhead of HAMLET’s espionage service, and his courier. It would have been an ideal arrangement as it gave perfect cover and excellent contacts and potential sources of information. He informed me that if he returned to Brussels he would be called to the colours. The Abwehr would not be able to secure his release.


16. As an alternative, I thought it wise to build up HAMLET’s organisation by making the Germans think that he had succeeded in placing a first class agent in England. The more they valued his work the easier it would be for him to double back on them in our interest and PUPPET thought they could invent a plan which the Germans would swallow, provided the Ministry approved in principle of PUPPET’s coming here. This has now been done.


17. This is only a summary of the very long conversations which took place. I cannot say how successful Koessler will be in giving us information, but I am convinced of his good faith. In any case, I have a great hold on him as I am in possession of the original letters from Bergman to him and of copies of his replies. There are his children too, of course.


18. Most secret sources make it certain that both have told us the truth.


19. This is the ideal type of doublecross agent as it avoids the flaw in the French system when the agent was allowed access to both countries. HAMLET can only give the Germans what we give him through PUPPET. Revenge is the best motive.


20. The Germans will pay for the whole service.





Koessler eventually established two notional agents, Alois Falk, code-named ALOIS, and Georg Budniewicz, code-named BUDNY, who were supposedly attached to the Polish forces in eastern England. Later, this network would expand to include a further four non-existent agents deployed in the United States and Canada. His commercial mission, to negotiate with the Ministry of Supply, was actually cover for his espionage role, as already disclosed by Thornton and, after some hesitation and debate regarding some ambiguous ISOS messages, he was enrolled as a double-agent. Koessler’s 36-year-old assistant Hans Fanto was an Austrian aristocrat whose father had been a student with the German military governor of Belgium, General Alexander von Falkenhausen. It was an entrée that had been exploited by Fanto, who was a regular attendee of his poker parties held in his quarters at the Plaza Hotel and the Château de Seneffe.


According to Koessler, his organisation received nearly a hundred messages from London written in secret writing by Fanto, who mailed them to his secretary, Ida Spitz, at her home address in Lisbon at 13 rua Basilio Teres 2o. Madame Spitz was described by MULLET as an anti-Nazi Viennese Jewess whose son was in the Australian Army. Koessler then employed a retired Portuguese International Police officer, formerly the chief in Caldas da Rainha, named Aguiar as a courier to deliver them either to a café in Madrid or to the Spanish frontier. There they were received by an Abwehr officer, Werner Unversagt, who in August 1945 would be interrogated at Camp 020.2


In July 1943 SIS’s Frank Foley travelled to Portugal to see Koessler at his villa in Estoril and, having met him half a dozen times, was persuaded of his authenticity and suitability as a double-agent, although MI5 expressed some misgivings about the lack of control exercised over Koessler’s activities and the security of his contact with the SIS station in Lisbon.


In the months that followed HAMLET’s status grew as PUPPET in London supplied him with increasingly valuable information, including advance warning of Operaton HUSKY, the Allied invasion of Sicily in August 1943. Berlin was so impressed by Fanto’s accuracy, even if it had been received too late to act upon, that steps were taken to improve the Abwehr’s link with Koessler. This reaction, of course, was monitored through MI5’s study of ISOS. However, MI5 expressed concern about the uncontrolled nature of HAMLET’s reports to Brussels, which could not be checked through ISOS, and the fact that PUPPET had not received any funds since Foley had delivered him $1,000 from Koessler. Another anxiety was that Koessler had insisted that his commercial activities meant his network was self-financing, whereas ISOS revealed that he had received payments from the Abwehr that he had not passed on to Fanto, who had been promised £100 a month. These and other events developed into a crisis in October 1943 when John Marriott conducted a review of the case and came to some scathing conclusions:




This case is regarded by you [Marriott’s MI5 superior T.A. Robertson] with a good deal of uneasiness, as is evidenced by the note which you yourself wrote not long ago. As I share your feelings about it, I have conducted as careful an investigation into its merits as its extremely complicated nature permits. Before stating my views I should say first that I have no criticism of the way in which it has been handled by the Case Officer who has obviously put an enormous amount of most careful work into it, and secondly that a really complete investigation would involve much more time than I have yet been able to give to it; merely to read every document on the files would, I think, take about a week without any outside interruptions, while a much longer period would be necessary before anybody starting from scratch could say that he had a really clear grasp of all the details. I am not at all sure incidentally that this fact alone is not the worst feature of the case, for its bulk and complexity add immeasurably to the normal obscurity which surrounds even a straightforward B1(a) case. It is, however, possible, and in my opinion reasonable, to decide this case’s merits without going into all its ramifications, and indeed my considered view is that it is only by disregarding most of the papers and by applying first principles that we are ever likely to arrive at a correct estimate of its value.
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