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'1MBW0RANDUM FOR Director

'_Sidney D. Stembridge

FROM : ‘
Acting Director of Security
VIA- :  Deputy. Dlrector for - Operattons
‘Deputy Director for Admlﬂlst tion
SUBJECT : Yuriy Ivanovich Nosenko

(Payment of Certain Funds
‘Previously Promised)

©'1.. This memorandum qubmltq a proposal for your approval.
The propoqql is to immediztely pay Yuriy Ivanovich Nosenko:
$28.500 in back salary in settlement of an Agency commitment
-to him and to authorize a subsequent one-time payment of SlO DUU\

to him LLT°CLIY or as a contribution to -his retirement for ... - . =

.LdonLl*/Tu” a ranking British official, William Vassall, as o
s Tecrulted Soviet agent. '

2. Yuriy Ivanovich Nosenko is a 48-year-old former
Soviet intelligence officer who is currently enmployed as an
,1udepcndeuf contractor by this Agency. Mr. Nosenko has for
:some time been of the opinion that he is entitled to $2§,500
‘in back pay. This amount represents the diffcr siace between bt
‘the -salary actually paid to him during the 1 March 1969 to

1 March 1975 period and the $25,000 per year which was promisad
to him at the ti te of his defection in February 1954. At the
time of his defzction, Mr. Nosenke was also nr“uls“d the addi-
tional £!0,000 for 1dent1{}1nr William Vassall, & KBritish

Admiraity empleyee recrulted by the KGB.
3. Whli“ serving as a KGB CllLtY officer with the
Soviet bDisavmamnzcnt Commission in Switzerlnnd M. Nosenko

con,ubted an Amesrican diplomat in Gencva on 5 June 1962 and
requested a SP«L? loan to vepay official Soaviet funds which
‘be had sguundered. Based on thiis contact MMy, Ansenko was

recruited shovtiy thereafter by the Agency and he agreed to
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work as an agent in place.‘ On 15 June 1962 Mr Noqenko
returned to the Soviet Union where he resumed his duties as, -
-an intelligence officer with the Second Chief Directorate. of
the KGB in Moscow. Mr. Nosenko worked in place in the Sovicet
Union until January 1964 when he returncd. to Switzerland. At
that time Mr. Nosenko decided to defect and requested polltxcal
asylum in the Unlted States. :

' 4, Mr. Nosenko defected in Su1tze11dnd on 4 F“bruarx _
1964 and was brought to the United States under Public La ;110
cn 11 February 1964. At the time of his defectlon certaln _
financial commitments were made to Mr. Nosenko, These’conmlt
ments were substantiated in a conversation” with h1m on

7 February 1964 and were documented in a 10 February 1964
memorandum to the Acting Deputy Director. for Plans from

Mr. David E. Murphy, Chief, Soviet Russia D1v131on (GR DlVlSlon)
‘This memo*andum stated as followq'

‘"Flrst I assured Subject [Mr. Nosenko] that T. Sl
was satisfied that he was genuine. Based onm . vre- .
- this and assuming his continued 'cooperatlon' e
I said we would proceed to make arrangements -
] to bring him to the States. Second, I con-
i firmed our agreement to pay him. $25,000 for
~each year in place ($50,000) plus $10 000 for
his part in the Vassall case and our readlnew-
to contract for his services at $25,000 per .
year. Third, 1 explained the polygraph ‘he
‘would be expected.to take as Elnal proof of.
his bona fides.

5. Shor*1} after his arrival in the United States, the
St Division encountered serious difficulties in attempting to
establish the bona fides of Mr. Nosenko. The SR Division con-
cluded that Mr. Nosenko was not what he claimed to be and thus
was not a bona fide defector. As noted in parvagraph four of .

Attachment "‘A, Mr. Nosenko was held under highly secure conditlons
at an Aoency instailation from April 1964 uatil Oetober 1967.

In October 1967 the p‘ina1y responsibility for Mr. Nosenkoe was
trans ferred from SR Division to the Office of Security, which
condected a thorough review of the developments in this case.

Th conditions .of confinement of Mr. Nosenko were progressively
reiaxed and in Qctober 1968 the bona fides of Mr. Nosenko wors
cwznhlished by the Office of Sccurity. At this point it should:

e noted that the confinement of Mr. Nosonbo was cited by the
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Rocko c1lur Comm1551on chort in June 1975 and that Mr. Nosenko e
is awarc of this citation. Mr. Nosenko has, however, made no - .
threats. concerning possible damages as a result. of thls con-

- finement. Also, despite. the difficult period’ through which .-
~Mr. Nosenko passed he has been and continues to be a coop- -~
veratlvc and productlve source.

; 6. Mr. Nosenko has ‘been of significant value to thlS
‘Agency as a source of information on KGB Secoud Chief
" Directorate activities against U.S. Embassy personnel in
Moscow. Mr. Nosenko named six members of tiie Embassy staff
who rcjected KGB recruitment overtures during the 1953-1964. -
period, and all have confirmed his asszrtion. A physical
search ‘'of the Embassy in Moscow also fully substantiated .
information Mr.:Nosenko provided regarding KCB audio surveil-
lance devices -in the Embassy. Mr. Nosenko also provided A A
information lcadlng to the identification of fifty-one American
KGB targets and sixty-one non-American KGB agents. The most
prouinent of these Soviet agents were a i\ :
ambassador to Moscow, a leGCtOT and a deputy secretary o%- tne 7
Foreign Mlnlstry and a British Admiralty employee, .. . - :
FLirLan Vdssall ‘Mr. Nosenko is the most significant defectox
;we have had from the Second Chief Dircctorate of the KGB, and
‘as a vesult of tth his contributlons have been of unjque
‘meortanco.5

7. Prior to 1 March’ 1969 Mr. Nosenko received no salalv
for his cooperation with this Agency. Effective 1 March 1962
Mr. Nosenko was employed as an independent contractor at the
ratec 0of 516,500 per year. Because of the proevious difficulties
‘and uncert alntles involved in establishing the bona fides of
Mr. Nosenko, the extent of our commitments and obligations to
him were not clear at that time. Mr. Nosenko, therefore, was
not initially employed at the rate of $25,000 per year as he
had baen promised.  Mr. Noscnko's salary was increased annually,
however, until 1 March 1275 when he began to receive the stipu-

lated $2%,000 per year. Once the bona fides of Mvr. Nosenko were

fivimly cstablished and the earlier difficulties vegarding his
status were resolved, the initial commitments took effect and
the paymant of $125,000 {(less federal incowme tax) was completed
on 16 Novoamber 1972 in scottlement of salary arrecars for the

period Anril 1964 to Mavch 1969 (see Attachwest B). On 12 Jul) :
1975 o final payment was made on the obligatioa of $50, 000 due ’
Mr. WNoscunko for the period 1962-1964.

meny




8. There remains to be paid $28,500 (1éSS:federaI"inc0me_
tax) in salary arrears for the period 1 March 1969 to 1 March
1975 (See Attachment C) and $10,000 outstacding for the- Vass111i
case. . (He has never requested the latter amcunt but the: |
,’obllﬁatlon still exists.) -Although Mr. Nosenko 51gned a o i
quitciaim for the period prior to 12 July 1973 (see Attachment: D)
and may have legally waived his right to back salary prior to
that date, the earlier payment of $125,000 for the period. 1964~-
1969 r“cognlzed our commitment to Mr. Nosenko to ‘honor all: T
agresments and established a precedent for paying him the’ total
aliry difference. MNe also believe that we have a mOIal ob11~ .
_eation and that thlS obligation should be met. oo -

: 9. This mattﬂr is beino brounhL'to your attention siuce: ..
Mr. Nosenko believes he has a valid claim to cited back sdldry}*' h
for the 1969-1975 period and in connection with the current. .
transfer of full responsibility for Mr. Nosenko to - the (oLnter
intelligence Staff, Divectorate of Operations. It is, tnere:ore,~
rkuommend ed that you approve the expenditure of $28,500 in full-

-+ payment of back salary for Mr. Nosenko for the perlod 1969-1975.
& . ]] Of the $§28,500, $27,667 can be paid for out of the FY1974 Lnnb11~
S 1 gated balancc allo ted to the Office of Security, with the 7 -

remainder of $833 bolng charﬂed to fhe Office of SCCUTLtY FY197Sf
. allocation.,

'10. It is further requested tnub applo\al be crdnted for L

¢ $10,000 Vassall obligation, which could be paid dlrectly to
. Nosenko at a lator date or preferably could be incovrporated
1to a retirement program for him, which is being given Con<id45'
yration by the CountCAintelllgence Staff. ~I1f approved,  these

ansactions would represent a fulfillment of all commitments to ,
Mr. Nosenko as of this date and would serve to Fulfill outstanding
Agency commitments to Mr. Nosenko prior to his transfexr to the -
Counterintelligence Staff. - ‘ o R
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MEMORANDUM FOR: Director of Central Intelligence

Executive Direci'or~Comptro].ler

-

Retroactive Re:.mbu.*-sement of
Yur,.y Ivanovzch Nos»nlxo

SUBJECT

%

1. This memorandum suggests action on the part of the
Director of Central In ﬁlhgenc e; this action is contained ix
paragraph 9.

2. Mr. Yuriy Ivanovich Nosenko, a 45-)'ear—old foriner

S‘ra.f.f Officer of the Committee for State Security (KGB) of the
USSR, attended the Institute of International Relations, .Mo..cow, ST .
from 1945 to 1956; was affiliated with Russian Naval Intelligance - -
during the 1951-1953 period; and was an officer with the XGB
from March 1953 uniil his deféection o the Agency in Geneva,
SwitzerIland, on £ February 1964, after having worked fox Tifn
for approximatecly bwo years.
A revisw of Mr. Nosenko's case reflects that, at the
ection, various official commitments were made
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4. In the early debriefing of Mr. Nosenko, it became
apparent that he was a particularly complex individual, To permit
exiensive and prolonged debriefing, arrangements were made to
accommodate Mr. Nosenko under highly secure conditions at
ISOLATION, where he remained from 1964 to 1967. These tight
security arrangements were dictated,,during the inif{ial phases at
least, by the additiornal need to provide Mr. Nosenko with
continuing personal protection, since there was the distinct
possibility that he would be targeted for execuiion if the Soviets
sheuld discover his whereabouts. '

5. Since October 1967, the prunary rh.anons;ml.'f'y' for "\/Tr,.
Nosenko has been in the Office of Security, which conducted a
thorough review of prior developments in the czse.  Mr. Nosenko
was moved to the'Washington, D. C. area in late 1967, and the '
case passed through various stages of phased normalization, as
he was given an increased degree of freedom and independence,

Mr. Nosenko was actually resetiled on the economy in April 1 9469;
he obtzined 2 divorce from his former Sovist spouse in Septeinber
1969; 2nd he later married an American girl in October 1969
During the period from October 1967 to April 1969, Mr. Nosenko
did not receive a salary, but he was provided with a moderate
amount of spending money.

6. As of April 1969, Mr. Nosenko signed a2 one-year
contractual agreement for $16,500. 00, including a clause giving
assistance to him in resettlement expenses in the amount.of
$8, 000, 00. In Maxch 1970, Mr. Nosenko sicned 2 new contract

for two years at $18,500, 00 per annum. At about this same time
ne Vas ’.’JI‘OVIde”‘ with certain financial assistance, $20, 000,00
the down payment on 2 new house, and $5, 000,00 for
other relatad household expenses. Mr. I\JOSGI’LT;(O"“ contract was
2 at the new rate of $19,500, 00 poer zrmwun on i Marc
a

gain renewed in Februacy 1977,

the contract was ag
of $21, 402, 20 per annura,

orn the organization of the KGR, its oper &LlO?ll‘.l aoccrina, and

meithoads, At least = thousand formal memoranda nhave been
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is not in 2 position to save any morey for the future, He also

: consxders this to have cancelled out the original Agency
- obligation of a lump sum payment in the arnount of $50, 000. 00,
Mr., Nosenko, however, still feels quite strongly that he is

course, that income tax would have to be deducted from this

forwaxded to the Federal Bureau of Inves tion based on dats
from Mr, Nosenko. He has conducted numeaious special security
reviews on Soviet subjects of specific intelligence interest, and
he has proven himself to be invaluable in exploring counterintelli-
gence leads. He recenily authored a book which is of interest to
the Agency. In effect, Mr. Nosenko has shown himself to be &
productive and hard working defector; who is 'rehabilitated’ an
favorably disposed towards the Agency.

8. In the course of a recent meeting with Mx. Nosenko, r

he brought up the subject of his missing salary, covering the

period from April 1964 to March 1969. Mr, Nosenko readily
admitted that he is iiving very well at the present time, but he

expressed deep appreciation to the Agency for the financial
assistance which was provided him through the years, and he

entitled to be reimbursed for the salary which the Agency did
not provide him over a five~year period. He understands, of

back sa2lary of $25,000.00 per annum.

‘9., In surmnr_.ry, the original oral agreement with i\/"ru
l\sosem\o is fully documnented and supports his claim; his reseitie-
ment since 1967 hzs been relatively smooth, with no significant
sec:u.r:l’c*,r problerns having developed; and he continues to function

the present tirne as a highly productive and useful source of

inf rmation on the XGB. In view of thesa various considerations,
tis requeswd that this payment of $125, 000, 00 to Mr. Nosenko
bz a2pproved. These funds would be paid cut of unliquidated
chligaiions applicable fo lapsed appropriations {Fiscal Year 1970
and pricr years--"24" Lccount).

2 A
> 1 f 33 ¥ o~
<;;”?:uf:i,‘ R s L
Howard Jo Oghorn
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