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....,11__ ... rell~'" jilll 

RIM....... ::ftr1~~~ ad .~' 1.4.58;_••• 8On\alniq

• 4Iota1 of • .4ce ,101,6:;5, .-rb. 

I 

, RIIMt,,"i4epoJt. tor ..eoact c-u-k D1...raift& ottieer• 
• ttallDa 1."'.ft8..5It..S.7.5 ~.. " 

!~, !" 

, " Ii! I....1_ ..,ftlW ec! C.t1M.W ra•. _'el1.q 
'1.321,~3.81 ..... ' il:'1 I 

.....S... au ...,.... IIJ' oau.n nae•• NIIul'lag t•• 
... iMNa" _ tepo..t"", 17:~'.82C)..ss..:ra.; , 

, i' : 

Ale........ ~.... fit War t'.h. ,tot811ac 1.881ttW.15 

. Ii i ' ~, ' ,_I'ka. 
, 1" I';, I'i . ' , 

RHe1~ W:te1~c! 1'*.'0'-11_ t25.1.51.t;l MJ"ks.
! t " 

'I, ,II I : 

fttia1:ur..a1 "1.~•• orrs,Nl"II tor'C1yp.1a 1'1I71"Olla !J\ \be 

~,t of 19.7,.8.'03.61 ,_rt., 
 I 

: Ii'! : 
......111 .. Allied Ocmn.'••fJ' IIlS.HiOlft.l5l.1.54.00 _Jib. 
, , ' /' L .

I, ,,'; '. ! 

RIIMJ.-d _tn.tee MIl, teta!!.Jli ,.491..527.00 mark-. 
',1:11 ,1 ' 

x..~ aepo4li'.I' 111 1t= 1iHOU'. wttb _leh.banks "" 

the sum of 1_.99Il.CI9.,SO
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.............rt.1 t J.IIl 1B lleCouta or nUDee orn."•• 
" "I" i,H :' 

,"paN!! _till,'" n __ 't'lYi.toa ~ lor _lId_s.aa .. 
lb. fier r,.artant. ~':If ! ' 

•• i!f!R"!!!!t 'ot 1';,,111tt... ' 
. " II;;: ;' .! . 

, At 1 .tpri~; 194~,! i'he __I...t.rie•• ,.t ,be 'ontp ..... 
lib..., t'IepoaStotT ......t,.I4. ,... ... ,,,,,... ;.rtcn.•• fit open-
Uoca. fteft •• DO MeI'1:v 1'&1'1 a" lit fit .,alutll.. wi'hia , .. 
~b. . 1:lirl . I,: . 

SIIl'.fIMJ\~; to ~,:...,.u 1'" ... ftII1, ......0,.. ....... 
U'I"aIlCtd - _ ...r.t,.".........laltINt ..t_t~ '.rea ta 
l1&h\iDl ., ....tU.ttOll _I,ba;t.pn... ,-.-1al ........... we. , .... 
h.I'eII tor 'f'al._Wl... !he rta.,t'>Ml .."~U et th......b. ....... 
18M__ tID ~te , .... ~les....,.. • .... ~toI7 a.... ... 
PNPIN ,.. a.. '" ...~e.ll:; le--"8 !••• pertc"..... • t ''''11' 
1IGI1t. A ftJ"NDI7 eoaUBa ~ .. 1Utalled. A_mo... pl_ for 
onr .:;.sec be• .., of AlU.~ J.::~llkr7 ....-11:. was 1a.etalletl ~ .......... 

• '1.,.. All laterior.u. ~. rtrpata.... U.4h" iaftaU.. ., -'Ik1lIa 
...51'1oea b$N'NII. I '. :; • 
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GUBliOTa Dispos1t1on ot Vailuables 	 if 

'i 	 ',,' ,·.1,1·...1
I 	 ' \ ' ,it" 

TO! Tlul Ohlot ot 8t~, i,l 
.: 

-,,'1 

I', '. 'I ,', ,,: ','. J 

l_} DlSCU3SIilh~~'" ";:" r; ".' .' . ,,' ,'; ,,' .:'\ 
~ 1. The Ottics 9t )U~11lall'J,;OoV8lm111Bnt tora..r~(U~thPls· , 


reapQns1ble tar th,~,~U.lJiOsal, o,fimlll10ns ot, dollars wortg ~¥81uab,188 

and t:oralgn exohange assetq. To idlsohurge thls duty, pl'operly t a olari 

, 	 ' I·, , ' 
:flcntlon 01', dlroctives issued Ol~ :l>roposed by tho Joint Chiora ot Steff 

;. 	 , 1'1 ' 

In I.e'OO~SQrY. , 'j\ 	 ' 
• 	 'I J 

1 'I~. " '.' 

! 2. These aos8ts~ oOp'sl.t;~~& at large qua.nt~t18s ot ~eourU~••, 

paper; ourrenoies. ooine. gOld b'M-l1on, sllver, plfttin~ and e,p14 invo.riou8 

:forms', jewelry end preoious'stones, wore elthar uncoverod in Germany bJ 


\ 	 . 1 I, v' . . ;
,tho 11;1110d Forcen or l'Goe1;v;e4, a~Jrors1gn 'exohange under .M1litary Qovern
ment' ~\V 53, and. are now 1Ii, the l~~ustody of tho 10relfpl .&:xohunge Deposltory. 
lrrnn~urt, lind 1;110 G~rmtU1 ~~d'1i~ntrnl Banks, ;. B. f"ne.;, ,.' 

w, . i'i~. a. A 41reotive 4,80 b~~n reoalQd oover1ng!the disposition ot 
reo-callod "non-monetary" gold ('1'JmA) • end proposals; haTe beelt reool ved 
fholl0ern111f; tho d1sposlt10n"Or ld~ted seourities (Tt,B IB) and ourronolml 
1;( .; 	 , ' "II 1 I 

~('l'AB 0). : : ,; ji 	 ! 

, ;': ;'I! . .' .'. l' . . • 

b. In, tho app11oution:l:ot' the d1reotives or proJlosllllsreoelv~d, 
iU..rtloultY will be enoountered,b1noe' rellited directives oBDnot be " , 

, I· ' 	 I'"
reoonoiled aueto the p08s1hl1ity o£ more thUD one interpretation. 

i: r,' ": " 
; o. Delivery ot ~lutl.b~e8 to the Inter~v~rlUt1~~,~Ell (Jomm1 ttoe on 

Ref'ug~os is. oxpected to oomme,noe", ,ln Maroh 1947 und n clarification ot' the 
'i,lppliaut1on of the d1root1v~nt rAB A laur&ent. ' 

j ~ 	 :' I • I 

, \. d. Inutlll1uoh eo. ~h8oe ~d future dlsposal directives: ere all 
lntar4relutod, ulld Ilinoe the dlsposition of all assets cannot be slmul... 
taneo~, actlon te.lcev. Wider: d1rep~ive at 'J.'AB A JnWlt be Olear-cut so sa not 
to be l1n oonfllot vl1 th 6Ub~f(lUenr.1 diroot1ves. ,". ; 

';4. iWSVisrs, to theqU9stl0~~ l'n1.sad in .i;'ara. 2:0f proposed Q~ble 
(TAB *) \~ill OlOI'lty th~ 0,:p.plloa;r10n of the dirootl ve' nt. 'rAil A. 

~ 	 . . t " II 
'II. ,IAOTIO~~ H.li:CO~mED. i' : :~~, 

. f • I to I' I: 

,. :, r 

III.1:(:1;:::::abl~ 8:, TAB frO approved. 

": . Ii : 
lEoonOlilioa Dlvision. Rostltutions BrWloh ,( ) ( 	 ) 
II! . 'I' ~ 
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, REPROd&EO AT iHk NATIONAL ~S.tt!V~,~,,~_
: .• '.J '.'. ..... :,1,.,., .,. ~ "> ,..:.:; 

'I" ", t, ":' DdltA SlHED .'\' , ,I',I r I " L.~I ' 

CI!",m'rv "fS' 
, I ~~olir~ " . ' ! _/ Z.;H\ 

t 

' \ ~l: Ilt41NARA Date 1~~ 
/:/ 

,r' .. ', -' , ':, 1.~·~.•~.dGf ,:-::,\,~(f:":' ,',,,~,,, .~ ' .. 
tf~ (;11') V,l'::',x":',(h,, r·;:I:i'I!; II ' r ' ' 

I, 
, 'j 

'," ,,) ';i: lH: :',:liC' n? It I I 


" ,.' ':rl...: ,11::;: : , , : 

"i 'I 'I~[ , , 


, ,:OLEAR06~i ,'I~: ' ':' 'i" 
(:1 ' ,\ I 4 , ,!!,'~ , I t I . 

. l~ ;~ !:' ,,. i' , '. 1,: 

tft ( . t~,,~ '\"1 • :!" <, .' \ j 


{ , t'I:' i' ,',.1 

r.t:O :',:AGW~ tor J08+'; , :

FROM:' OMJ~S' "igrfed Olay ",J,:;'; '1\',; " '" ':, 

" Reur~,~,s ~85682a~8~l,·.,l6!i,lwX'85965' ':','vL,:9,'007b ' ,t ",,:,.I, '1 ~' J , , " , 

1'durads' OO~+486,' OC-72J9J·,obf.~?9~il,:,·,',\I' ,",' :-:i'.;, I 

, , " ~: " I 

" i~ T*e onlyfliiiiiloiBi' ::~~s.fe relea~edto,d':t~ in 
..bulk troIll'~u~tOdyot 'F~re1~#!~xoAbrige,D~POai~Orybr'ot.ti.r'

,', '""",,;.. 9 ... ill'," ',\!1',I" , i .,.".. ~! 
" I';" ",",' ',:' ' ,Ii" " . I', " 

UJ~ S. ous todial' agEHloies in Garmanu aoting under speoif'io 
, " . " , ' I,. 'l' '" '" ".,"

811thorizat£O~tl ~a~e beell ~,lj[~~agJ~I; rUbles 'to,~S3R;: 33 t~nB 
.'l,tt''f ': .,. ;,' . 


monetary 8qld to HUngary, 4~f;i'LOn'~I,&:l'lver, a~ to!iIl~O Gel'''' 

, ,i ' J.~' " ,I~'I \, ,;!" , 


man eoonOlnYr .11heraa~~at~l~' :hEllf' 
'J 

~ulkqUantlt16;~t , 

ourrenoies :as defined 'dX--:,8590' \andwl~90078, seourities, ", . 

, . . ), ' . . .' I;; L .,,11',1, ' "r 1 .,1,:," 

, ;" '.", b: .. It,. '!,' .' . , " ',', ", I 

, aadefined {WX-88566'.monetar:w'g_ol!~" aadef~n~'~, ~'in41 ,/401) ',', 


'Paris Conte;renc'e on H€iparut~!p'n,8., 'li'lon-iuon~tal'y" gold ',8S , ..• ,' 

. , ,r: ~ '+1 ' .' ,I 


c1tJtine4 wx-;856,82, .a'iiver an:d:~f:o'th~~ preoibua niet~lg'''',fl'~4 '
.. ' 
:, i.~: ' ~ ,'i1r,,:' '1Iit:1 ,', '. ::1: ,: ,; '",::.:, 


other 10relgn' exchanga,a~set.~f,~; ,liNrshalling ~nd i~;v~~t}fr 


Of; auoq~ assets will: event~\llLfYi re:~ch stage ot. comp:+-etlo~', 
\ ., ' 'I' ,,'~""I' ' , I 

where ~;otloh oan be' taken' In,j,'bbmp,ffilunce with id:Lspos'ai' 
" ' 1 '" ' . 'Ii, I, :: ':111:1 ' ,', :'; I, :, ' 

. ,", • , " • •~ f •~ ~1 ! . , . ,.; , .... '. , 

directi,ves. Turnovel' of :non*rbn~iil~ary galdt.o; ~~ORi,iS" " 


inuitlnenF as; the next bulk .ro~:easi,lof ai~at.B ffqmo~$toCtr. 

S.incG a;ctiofl 1..0 b~' tal(en,Und~~ , W~~85682: will 'be, ,th~ firf;f~ 


iii ' ' Ii I' : Ii', " :, : ":', :.,: 

under, e;x.lst~ng .or: future' df6~psa]~!I':dlreotivas t: lJllPoft~~~ 
, , 'I ," "r 1 ;" :}! " : " ,!, ' ',' 


,to h'ave olear underetanding, ''/(K-:-85082 BO that non-mQnet~l;'y: 

" ' i, , " ';11' :' 'Iii \ ',' .t, ',. " 


gO).d tund whi be properJ.y ctr~tl>tlutOd Q'}d oohqlCf:" . this 

and o1;;he r 'direotives dur'tng ~~, 1E:\:t;fli~er,consummati.On, ff, .. 
turnover. wiil be avoided." 'n:" 11111':" \' 

, l ~I l '. I ~, I' I , ; ! . 

2~ "Th~retore requ6D,t 'O~~ri1'~oatlon WX-85682 tn , ' " 
1 ' :' f'" .d ' I. " '.' ' 

partioular, ,l,espeoially' respe~;r~n£q~a.ts :relatio~ to 0ther' 

0Gsurad refer_69 , ,on the 1'Ol14W~nglr ' , . ',.:' ~ "r ", 

tl.; 1 What dispoai tior!:(t's '#9 be rna,de ot inoil~~ai'y 


gold ta'llinJ t!Jlder Wi-85682? n' i ,~U" i ' ':,j,' 

! , ",'n~:~, l~i\' ,~,
I ·i 

:",;!.; '1'
liT ' 

. ,...." '" P.";:,i: n j,::r! i "I, •.. 
i:j ;': ' 'p 'nil' ;.', :'" \1 i~'t ;'1 t.:,. I ~ ! t /: 'I . d! , r ~ , ,. ", ,: !.,', ") ~~ \;, ;~' j'!'~'! . .I~\~, ',,::J 

,~ : Iii 
,., ,I' 

:.;" 
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'",,'''--.'.... ,. 

/ 

I' 

, 

b. 
\. 

'i. inoludes, 

! gol<! or othe; me!ia:lsJ( " 
, I'. 0'. Whe~~her:tW-9007tl dir~ots ~~at curreilC)1es ot 

'J 
I 
" United Nations n'J~,er.:~!ILder G'erl,n~n '~aoJp8tlonw,111 not 
1; 	 ,I' 'I'~I 'i' 'i', .' ,,' 

, 	 ,1'1 ,',I' I I 

I , , be, rest.1tuted ,to:ll~noj4er Un1ted. ~~tl()1'tormel'lY, under 

, j 
German.. . .oooupatio:h, ;evJih if 8 01ai$ l?y ~he l'att~rUN i8 

8s,tabliahed. 'A~~l:ioJlion o-i WX-8;965 I~nd W-90'07S::appesrs'" 
. "J"'~ ;:;~ i ~llq'," ,i ,i : i.' , ", ' " . 

,'subjec:tt twcrTt1'terpretationa ,(J) rest1~ut~anl' , 
. /, ,'i,'1 ill ' ," 1 ' , 

~deri.tltiedowil'd!il. o:ur~'I';'~'I"n'oles loot~"d ': froJ!l' ooo~p1edUni ted 
, , 	 'I ~"f ,I", 

, Nations und~rw~~~59~5 prior to ~eliv~ry of' resid\.l~ 
" , " , , ' ji I;! ,!~i: ,:,': ,', ' 

ourrencies to i'$~u:ing oountries under J'i-90078'j or '(J!,) 
, , 	 1', ' '1':1 . ' , 

, 	 "'. ."', .(f,' I ':';L " f ,,' 1" ~ .' .' , # 

delivery otour~~~oi~stoisauing <?ountr1esunder W-90078 
,: .' " ';i::' ,.,!fl'· I,' 'I:, .'" ' " 
wit.Aout'reoe1p~ :f:f': O~I~iInfJ 'fr!~m o~ol~pi~d United N,ations, 

, .,,1,:11 ",I 	 ' 
, whioh olaims wouId' be: matter, tor ,later Bettlement be-	

' , " , "I', "II" '. ' ','." , I . ,1;'1'! ".: I; '.;'.,' .:J 
, 

tween government;s.: )il:; '. I'r 

.', !,j':}' ' i "I 
d. 	 Jrft'~t:ermtnElt+onl of ~h0 or;der ot preoedenoe 

of \'{L-S5682, oomp;~r.~d.lit~i th an~ othcr:di!~posa1 direo'ti;e, 
, 	 \ '''i'l '" 

espeoIally as tol\Yhet:~er. VJX-8568~ is t'o be treated as a 
'j' , , " ;~ l': ;11' ,I ",, ' 

s Ii'ending excePtii~n: to..J. all present' and :future restitution' 
-	 "" III, ' 

or disposal d1re;ut:'-~t:j ,ua is 1ndl~ut~d in W-90078 and 

WX--:88566~ .. ::; : ;', ;i('I' 	 ,! I 

; ["' 	 (;1'" ' • '. ' '. " '. ' j ,~, 
e., Whe;~her.'n1:J.fj4 unilateral 'Qctlan ,iata be 

, :;:; ': "1 " ,,' 1," !' " 
taken Under exi,s:#lng!dlsposal difeotl~ef3,' ,3uoll.'asWX-~5682t 

. : t ~ ,: ; I' . .!, . I I " 
1 

, ; W-90078 and WX';'8~566',i prior to a~reeni~nt or c.'1'espit~<ab~, 
. , f , ',ht ·,f'· . I',," 

sellOO of agreeme'ht' w~~thin 'Control Cou~Oil, as,pointed": 
, i,', 

out 	ourada 'cP-7ia;/ aJl '00-1'192. i 
" " 'Iii ":lllr " ,I 

.. f. wi.~:~i~el" ;ifeouritie8 .r..il1~g withip. WX~!l5682 
, m~ybe, exemptod: i#r; s~,6P6nded' t'ro~,4e1j!very ~o lGOR due 
to', " 1;1:' ':illi) '! :" 

" ' :i: i,' ;;" :~ lilil' , ' .' :, :, ' 
. . "" iql, : 'I': ~l ~. j I ," . 

(l) 	 their :~n:aignifiotliit value: oqmpa+ed',1io'bu+~ ot,· 
, 	 :; i; :11,:1", ','.," : ;,' ' :,:' ' '" '," .''',:'',' 

l~ott J'I"tlt)' , ;' ,:' ,', 
, ,'I,,' '!,'I " , 'I" ,It t 	 'fl' I.. •• 

(2) 	 thoob'~ltao~~8' which ,\\104ld, be;: enaol).lltered"'in 

their '~~~uJ1latlon, a~d: , I ':;, 

!, .,.:!j _? _ ,';::-'1 c',' ": ': ,T: 1':1 

, ....\1. 

., 

:''. i 	 'itl" ' ,
,"li'I' .'i,ll, : " 

, . ED AT THEINAT10NAL ARCHIVES " ,.' 
1REP:.9Uf II .1£ 'I~.!W'I",' f '.!,I'~'::;·:~' I~~~ ..~..~. 

.. '\~~,:C~'D~;~~:SJ?\\: 

I ,)1 0 lm , I';,' 'I.'.II ?, " ,e/ Ii '" ':t~ ate}~~,' 

,::.·:?'::;ii"\~ 
"'. 

'~ • • j, :t"l'i::' 
, ,: L;' 1:li:!,

" 11 t: : i~ 
::II,: ; ;Iii' " : " 

Wh~:~hel'iiittheterm' "ou.rrenqies" 1nW;90Q78 
. ::.~'~ ~ 1:;1 	 ' , ,". 1 j :1:':,/: ;'........~,.:'.,:/,.. ~'::' '" 


.. :, .' 

in add!ftloni: to pap~r' money. 'OOiDS,O!!':' s11Ye~. 

" ! 

,'..,:"i·' 

~ , , " J,' , 

.1. . 

"', 
'" 

' , " 
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ru whlOhj,~aS ften oontr8r~ to the,dlBPOB$l'pr~n-, , 
~ I 
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Ii 

\ . ciplert,ow ,,;mbodiedin WX-85?82. .' 
~~ 

~ 
'.,. 

I 
" 

I 

~ , 
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/ 

i: r ... ~Iill" ",,' ." ,: " .':.,..... ". .:... 
J.' It is p~int?d out that no dlz:eotl'V6 ·.qr,p'r,oP9~81s :: 

. .; .' I!i'! . . . i.,',,',-' ' .. :," I " 

have b96HL.:reoe1~~do~JI disposi1iion of (8) mon~~tll'y.~C>.l~" . 
, . I . , .', ..... ' 

and (b') other pr'~Qio~6 'metals. iJ;loluding silver~' pi~binlWri,' . 
I ' .' : III . : :.'.,.''.' .' . .' ',. . ". : 
J end goid w!rio'~'~f nei.ther monetary no~ 'noll=m~e.tar.Y under' . ,:' " 

'1 WX':"85682 suoh a8,1 gOld! nuggets and large quantltygold ' 
I . I I; '., , . ".' 
i .deposi t.ed under :L~w sh withOUt. susgestionorpresumption 


I of loot •.. Also . do beI:bonside'r:d fa un~er.t.'ainty. arlsing'

'\ . ,'.' r, • 

"t '.. '. ,:.1 ~ . : :I!L·I 
1 

. 
'. i'[ ,from dispoalt~on,:of ptoperty aSdefin~d WX~85682 t sinae ... :. ~ 

i :::"I:I,i ... .": ... .. ' ..... . 
I such' property In:clude"I~ all' oategori~s 'subject to dia
i' . . I f' , .,...... ;


1position U~der O;~he~ i'ftxiut~ng Ol"futu~e,d.ire~tive's! . 


I'ooncerning whioh,'.!fUl~':lolarit~ and agre;~ment he's not yet 

Ii' been attained. I: I' .' 
, 
" . \~., ' '. ;"" 

, \ 4. The urg::n:y :I~.fthe turnover to IOOR~S un~~r-
,,~ stood and ini tia~; .del\~verlea ,.oanb~ map.e upoJlretur.n. of 

1IGOR reproeentati:on 41 Maroh ·1947 ,of all a.ut~:('8111ng 
J under WX-85682 8Q'Oitt:Whioh thore uru nb unaet'!lled, quaBt~ons •. 
L . 1 !" : .' , . . . .'" ;.... . • . o'

JSuch ' ~ terriDOOnsi~t! uotident Ifie.d jewelryancl pr.eoio~s·stone8 ~ 

1dental gold J . scr~~f:. InCilfIU1 , all Ob,V:iOU8lrlO()tedfr,om .'oon

~ oentrat1onoamp inmatks. 'fbere exists I oonsiderable 
. : 1'1 :' 
ij quantity and valufl, ot:I~J3UOh property.' ¥owever, com~lete' 
\ . ',II
,i 
,;~Oll-mOlletflry gOl~~ fun,li,l cannot be determ.ined until some 

;time llenoe.·, .. :': •• l:! '. , .1 

5. Bennett hD1r~btor Fi,nanoe Division, 8Xpe,ots to . 

'ibe in V~aah1ngton~arlJ.: •.II' ~art Fobruary 
i ' . "I,: 1.1 . '.! 
 • ~ " f ~ '!: 'I ( 


table to disouss theue~4ueations. 
!. . ];1.-1
! . i'i ." 'il 

!': ·Ii 
I' ~ 

: i J ' 

':'·1 . I, •/1 ' 

i i 
1
~, 

arid would be avail-
I 


I 


~', ' 

'I 

8'l 0' C')"'1'.: (t~;'l," :. ',I;,J:.;;" 
I, ,\., '.• ',.'. ",u.;, ~:,.. .' 

f :: ,'lil;l: - .3·,, ; . "". ,:~::'::':~·'Y/::.:,:":1i:\;.. 
•r,\ ... :1. '. ' : :':.,·;t~ 
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'\ Alltholil'j , ..., , , "\ 

IBy' {t~NARA;,P,atel~/~ll 
, ..,. ',!; 

./;:/ 
1', 

;; 1 ,jJ I 
'Part'liI 

I,;l,;:'/: 

, , 

, 

" 

i 	 ~ I l{
.I.~'Monetarl Gold, I,~' 

" ,II. At part ,III s~cti~~.A of '''F1~lRe:port :OP.,/th~par18, " 
Con.f~renceon Re'parat~on:" ~l1bw.ittad by: J8me~ W., Ang~llt ' !.I.;S. 
Hepr~aentative" it ,sts.~es ~.p.c;.t n:!..onetary gold refers, to gold 
ballion and to gold cQins found in Gel.'many. I The destinctlof, 
is between gold which ioinl al1ch form "s' ta'ba u medium of 
e:XCh~:nt5e.and"'··~t)l.:ti w~i9~:- is(1:tll ~1J.cb i\)rtll 35 ~oindicote ito 
ase ~or (tent!)l, <'H.'tils~~C Biqd c,dOl'OfUent purp9ses. tI }jy 6 
bpe,:,~ul rescL'vk.ltion COJllS :;01' "nu:nism&t.ic or, historical value tl 

[(;i.re ,~lso exclude,d, ,~.ilt', .;Aonctt1,ry gold.
I' 'i ., ,~"""',""" ::"', !i i ' 	 ! ......... ..,-.

Ii ,;/2. Sl1batanti6l 'am9un~s, of ~.1oneta:r.Y gO,ld as defined 
!\~bove are' held in 8tlepstO! twenty: Ol.~ more shipments (not 
~;J;"; lloot) ;6nd hElve bcc,~ co#,Ited t weighed und Bet aside ,in, 
dCompDrtlUe~tf3 underse~L lilt is known, that additional., 
~I:J,m()~ts 01 tJ~uld. b8re, ond coin "rill be encoantared in smaller 
~ qu.aqtities in shj.pluent~, ot~ginGt;i~g from (~dnoantrotion und. 
H>r14oner a:f war CUilij,H.lj l~a~:il lilgenc~es ,and officials t Heichs
: bUnlfB aDder Law ,}und ,other sources.' 

) i j~ J"'S outlined .'inti~ .peri~ OonferenCe ,on Reparations 
1 the i Monetary gold 1s <reotitutable in accord~nce with ;the
I so-¢alled "i)old pot" :,~prin9:i.ple to those" co~triest whose' 
I gold WLia wrongfully tuken!; ,by GerrllEiny. with the exception , 
) of ~he, U. J. b. H.. which mtd{,~a no claim to Gold c(~ptured by 
~ thet A Ilied troops io" Ger::nany • l~ach U. N. country is required
I to pstablisn ita totf:l:l Id,sses qtgold to GerillOny Bnd will 
'i 	 palWicipote in the g~ld *)t, in the rntio whiGh its own loss 

beaTS to th0 totHl ,l~9aeqJ:lof b.Ll countr~es overrun by Gennt;;.ny. 
'l'he] Vni'Ged ~~tions U,old l{ec larotionof' Eeb;ruary 22, 194i~ . 
warned the Neatral cOi.tntries thntAl1ied studies showed .th..'1t, 
Ge~muny hed exnwi8tt~,'t ith~;1 gold reserve wi~h which she entered 

, the' war. with the resultl'that gold offerod to the Neutruls ' 
on lor af-ter t.he dnt~' of the .uech~ration would huve of noces
~i~y, ,~een loo~ed.. ,. ~:i(~?el~it atuc.i,es tndicate 'that certuln, . 
J.HHftrljl cQuntr~ea bra tn,f! possession of gollt which was looted 
by ,;:Germ,bllS, from U. Nto countries. Nogotiutions Ell'e ~nder wo.y , 
to~recover ,sucn gold,': cmd~dadd .it to t;h~ golapot. In the ' 
lib~ence, howev~rt df rec9,rciG,' ;J1DI~ oJ:' which have been 
aoatroyed,the tr~icing df: all, intern8tj,onul gold (uoveUlentiB,t 

is,1 difl1cult. '"Jq, 	 " : 
.t 4. Inv1ew of',;the I~lear and unequiv10cal definition 

of! ,~Ionetar'y gold t~gold QuIllon and gold coins fOUlld in 
Ge:riJInnytf i-fj, is poss'ihle :n'that theterin· includes gold ill sach' 

, 	 ,I"': ' 

i'l~rl 
, ' , t,

'( 	 I , 
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~~r P'?""_1F77"f~'7t"TW'''Mm'nee=nn=:r=
>#f ti'" , . . ' r.1 . 

,; I ': Li, 1I11" I," ,; i REPRODUCED AT THE NATiONAL ARCHIVES" 
: • .._ J "Uflt. it rj~r t At j~'j,t ....."~.:,l_ ..~'.6~~_t, 

/ 
i 	 , i~ ,... 	 / 
~ 

• ." "DE(;LA~SIFfED " . , 

T· t 	 1~th~li~JJ1"'NJJ.!7,: z['OsJ?I\"
! ,I ttr~:batel::.111l i';.lBy --\; )1 -- '!I 

i, 

, j 	 :: I ' · ir/ , 'f.. 

/: 	 I; ; it ,:, 'I , 
) form ev~n' if found among the~1fects removed from r4;c1a1' 

and pol:1tical victims, of 'Ithe tiazis.' ii'o!' ex&mp:).e, ilr~:the" 
1Jort1on~ of the ':"lerkers~;aine sh!iplilent described; ss '3.8. 
loot re'inoved. from concentra,ti9n caml) inluutes' goldc01ns~ 
unidentJ:L'~able US!;O owne;rshi1h h(lve already ,been found, 
to the 'spproxiIllste, vallJ,e,qf $~5t 000. lnariother concen-, 
trCJtio~ camV shipment th~, ye~,~ables are 'in s~p:eI'ate, 
envelopes bearing names ~nd ~f+tional~ties of i:nmates. 

, the c1e~inition of ~AonetaI:'Y ~o,+d apparently leaves no 
,altero.~tive if the invenlfory i~!l'eveulfJ the presence of gold 
bars Bqd coina"":i:fl~thef:le ,ei1ve~bpes! even the c~t;dcna in the 
nemes of surviving inrnat,es or,/ the~r legal heirs arasub
sequently rece1ved through l!l?veI'mnentbl channels. In 
ahort the sourOf) rUHbP.,;Q., ~ebrMn15 t it is the f'orru that' decides 
the ca~egor'y. Ii' 1 t is· ~,u t~e fornl if u.: gold! ba~~.ept
able u~· & m~dlum 'ifexCn,angeli110r if it 1~ in g91d coin form 
th,en if II ,monet~r.Y gold ,:t'orl:f(~.if;lposnl v~a the,; gold pot. If 
it is ;pIlY other form th~:ll; it,; }sno.:t.lllonetur,ygold. If it 
is, gol'll coinf-J of nUIllis.:o.a:~ic ibr hlst;or:i.c vu lUG, then it is 
,Jtclu~ed from monetary gold "1"1,1,'1 ' " ,I ' . ' 

I 	 .' " ,! 'I' 

~' 5,:. '1'lla .t'ollowing :itelll{!therefore bre .~ rno~etary 

g~ld a,nd are axe luded fro[n 1;;,fie gold l)ot ~ 


f . 	 /1 I ' 
~,I 8. Gold in such fdr:n as GO indieat~ its u~se for 
l:" . dental, artist~c and adornment purposes.,
} 	 , ,! ~, '//1 ,I . '. 
(1' 	 ;J ! t" j 


ii, b. Gold coins: of .Q.~.l!nismatic or historic value. 

l'" ld ::t': it 'It' ld ic. 	 ,,0 nuggei;S8F, unsme eo.: go ~ 

. 	 . . : I . " ' 

d. Gold 8ctuallytln the form of dental work,., 
, , .' ' I'; I ' . , ,

ornaments,: Jew,~:l.ry. '. ' 

e. 'l~l1t1~ated :igOl~HCOi'lS~' " 

f. 	 Gola bars ::or J.Jllion which ore 'not in such 
form' as to be rEi mediufllofexchainge. 

g. .Alloys. Of'!fg~IJI und other' ma·tul~. 
: /;/ . ' 

,.,h. Gold, in ingot ,,/!!torm which ingot ihes resulted 
from Inelt+n/:S (~pwnany of, the foregoing or 

melting ~~wn !tinetory gOl(j..,. 

A distinctio:: musri be lnaj.ntained bftween: 

8. 	 Monetary i BOld!:,/' 

, . I
;; 	 '!:r, 

;.: I;
" I", 

. , 
I·1~2 

.' ,·Irl!'I., 

): ' 

,Ii!! i." 

! ll: 	
" 

i;" II ,t 

!T 
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;i ,! 
I" ' 
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',"i b: Notmonei~a,ry 'li[SOld (:p~r8 5) ",I ,:,,' 

J. c.Non:mon~~ary:!~old (Part, +1) " ":'<;:::' ',;
'J (whl.~h f.or tlie most part' is notgo14r8~ !~l).:(; 


I 7. l.pplyin{5 the: toJ.kOing no ·di.fdcuitYi~~~~~f~J.· • 

,in fecognizing' and segreg~~ing ,monetar,)' gold,fromnot~'
lnonetury gold. It is' believed that, moat of the latter 
cla:f,s will fur'tiher be I elD~l~lfied non:'liiOiietary l;501d and, 
dellvered ,~Q._.l;9GH.. It; isii'fuJcessary for uDYportion not 
so classified ,to bedispos1ed of sepnre.tely I under ~ fLl.ture 
d,lr'ective covering precioJls illctbl~J. !' ,t,

;~ 
 " 

.1 

I::,j 	 I: " I 

I i
,:,1 l 


" ' Ii"
Lt . I . ,: 


::;i '!i 
iI, i ' , I!' 

, ,I 

iii 
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,',: ': i r 
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I. 
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" ''Non~l.1oneta;ry Golla, '1;~,I 	 , : . .. 
I ,',. , 

i a. j field bl~'oreil5n ,Exchange D~:.e.9sitory. ,":
; ". ' 'II! I ,'.",' .", . i' " . ' ..' ,.: 
:: ~ i3u.bject to .:r0sB;ple~1e.s5it'ic6.tion as, non-·mo~etary 

i;' eo1d are items, l..n variou;~1 qi.lsntitiesit of securities. . 
ij currencies inc1Ilding:poin'S. jewelry,tublewa:;re both ,US8
,i ablE. anu. iO""1SC'f'U,P c0-9p.iti'9n, l'tems. auph as: fountain pens,Il ula,~lli clocks, silver: 'and j9'ther'precious .metals sllch as 
:; 'pl&~inulJl. iridillm, u~.rl.lrg~ golcillugget. f3~11 bars :.of' gold, 
: ,~olli coins, d~pY.~lJ~old'fars of Bmelted down gold objeots. 
, hOi inven:tory of sllch ito!,~a is fur from co~plittlJ'Ts 1s, > ' . . 

als,o the ,stu.dy ofth~:ir sAurce. possible oVJnership, ldenti£l
Ilbi.:~lty. i Currency and cdilin of 65 countirles have be~n inven

'tor:ied. J'evJt;;.lry is in l'dx}Ul of boxec ,Of rings, bags of' beads, 
valuable ornulllents, c''Ut d~h:qnonds and 'sclui-1r.recious atones. .
n' 	 'Ijl' v . 

, ,i 	 . '/' , 
. b. ;"l~eferencea., :.r~··· :'11,:\;': 	

, " 

i 	 . 
vOl (1) 

, 
';I' (2) 

(3) 
( 4) 

, (5) 
.. I

I 
(6) 
( 	 7) 
( 	 8) 

.! 	 (9) 
(lluI-J). 

. :1,. ( 

:1 	 (12). 
'( 13) 

~. 

WX-856B2 1 120 r:{~v. 46 
JCS 1570/9 ' 9 i~ov. 46 ,,:, 
Final J~ct·:of Baris Oonference o'n Iteparations 

. Heport on'l.Par~I'e Conference on Hepf.irations - ..Angell 
WX":'H7858 '18' n.ac.; 46 : 
00-'1486 jl, DJc. 46 

. P-6228 21 Nov'J 46' 
WX-B4429 .', ~l Nd;;V.· 46 	

, I C0-4770 3 uctiJ 46 
W.A-9112 ¢3 A~'g. 46 ' 
U8H)U"D 8,04, 2:IJ~pr. Lf·6 
wX... 8&619 ",I nac. 46 
USPJLAD "80 2,1 Nov • 46

';' VI 
c .1: Discussion. j,:, "')",!:.1

.I I 	 "II, 
,~r . ,.!;'., : .~ 

i 
" j; i (1) Since non-monetary goId may incl,llde securities, .' 

;~cu;,rencies, COin, ai:~verJ!j'l directives ion the disposition ofI 
) i~ '. sU9h iterna must be conai~ered in~he appL~<?ation of WX-85682. 
~ t ~uf,0tions may uris~ .~s tll:WhiCh ~~rective :lS appU,cable. " 

, ! 	

f' ~ (2): .Paris Agre~lDentl on ReparutiQns provided ,8 share 
1 or,reparstionconsistingh:>l: ull.the non-monetary gold fou.nd 
f, by ~ the Allied .i~rmedlorc~s in Gel'fnany shedl be a:llocated . 
!: for th~reh8bilitotl'oLi oflvicti!IlS of, German action. ..' . 
.~ .. : 'r I .' . .. I, 	 , 

Ii I. 	 ':' ~il 
;1 .; 	 ii,l: •.j:.i,I.I,/, 
H '>t 	 . " 
'~1 I 1 \.: 

! . ,1 i' ~lfr' 

I: ."Iii: 
" i! 

Iii 
;1' [jl', 

.t'· 

.;r': 'Iri 
III 

,j;I,I/ 

I: I 
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(lj) ~ liberal interpretat~on sijould be given in .the. " 

lefinitionfot .q.on-monetary gold. i 'i:h~l. in1iention of the Paris 

{eparBtionlJ\gr~.ementl3 W8stO :!lIl~e(~v~!l.lc;.ble those val~ables 

:,cizeO. i'roip Na~i vi.cti:ns, which .Viera i~ hot; capable 01' being , 

I:'estl~utedt 'to 1;iheir owners. W.x~{3568fl· is broader theni the 

(J~reem.entsj in qpplyin~to UrtH;l8 i,in Ci('iUi1.lionto Cierau1I1Y 

n~ld. incllld~ng Vtjlu~bl~H ,oth¢~ t~l~ln ~pild. 'the ~ourc~ is . 

11.H!l.ted tol! loo~ sel.zeu t;r"01il l'Juzl!.'vlc~il:u:;, whiC!lca.anot be 

resti!tutedi.. (Hefer' 2) In 1;b.u d:ei:inl~t.;ion o~: nvn-ll1one;t&ry 

gold Bnd iiits llpplicati'ou't;O spe$,:lf'i9':l1cbsoB the lilost riberal 

i.nter,pret~i~ionl 6~oul<l ,/S()vern. (,H~f~:lj' 10)' All prop~.ljty, 

v~ill 'be maue t1~l.ll.lo Dle to HiCH uIllel:lls avuil<ible :6viaence . 

clearl i~i to ilihe corrtrar9·'...··~l.t:~f'er l:.L)~Il.Y property Imade 

DVLll.la Ie i~to I.GGU will lessen [j rin~bcial b.l.1rden on the .-. ,.:....- . 

~. i:i.: (Refer 2,) '.['h:ua in intere,;~t; 0.1:,-,1,:1 U.G. to rna.ke IG{iH '. . 

fund.: as l~~ge las p~ssible. ;;. 1:1 . ' , '. . 


J (4) rlhe Inon-monetary golcr iate be turned over I to . 

IGOR! as quiCk;y as possible. (Hefefl 1-2-3-8-10) . .' 


( (,5) i: grew .Sin~e the tel"lll i'non-m~net~ry. goid ll out of 

the I,Paris. l~gr~ements O{efer '_L~) itl)was .ae~esaar'y to! define 

it before action COuld be taken. 'lilhe ,b'ino.l ilCt (Hefer .j) 

doe~ not defih.e. it. .'tIr. Angell usds the tel'm in 11is report 

(Heier-4 ,p8ge~ 65-86) but aoes not define it. JJllI'ing' the 

j~ep~.r"tionB (;b~'erenc~ ·the iJ. 1(:.: v1~\? seemed: very lL~ited 

~ He~er 411)&ge: 2.t1·.l - "11.6 regards th~: IGerlUtl.a Bssets' to be 

al19cote4, Vie. see no great ditficu~ty abou.t non-ltlOnetari 

golc,l, which we LUlcterstBnd to consiat primarily ofgqld. 

obj~cts selze,d from thG Jews ••~) , Ifitb E'rench l.'el;<ction to 

W>..-85682 was Jthut .it constituted ~ l~sllbstClutiul &~ndrilent 


. to ~ho Paris 't{ep~ration Agree~ent. /rl (Refe:r," 13) IJ!he !first 
lltt'empt at C1~!inl.tion wan the U";;;'/i;Htate .lJept. ; view ·'of 
Ucil',JLhD OJ4 (Hefer 11) thatth~ te~m ..tine ludes 'jewelry, 
atones, curr~ncy 6ecuritie6,e~c ...../;!or the, ~ntire. unidenti 
fied contents of boxes of valllGbles taken from v~c tLns. 
The fina~. de;'inition of nou-ind;neta~y gold nowexistp &s 
WX-856B2).. 'fhis entire cable in' s·j'i~defini tionl/,. (Refer 2),
Th~ U. S~:' view is ,t<:> make thrs:;(funrJ~!: us lar~e8s posB~ible

,bY,bro8.ncninb the a.etinition.',thiq; lntenti')nis,shqwn in 
Hatler 2. !.para', 5-6 and 1,2. Para 4 ~ )1,1' "'. ' ' ;. ,i ' ,I" 'I 

")':. . , . II .' """ 
. i (6): 6~nce tfmonetary" go+d· i~~ludes g014 :gu'rlion and . 
gold coin and is specifically: desllt with :in J;'art ...... ot. 
the Rep~ratlons Act, these tVfoit#ins c:aOIlot be inc+uded o~ 
considered in dealing wi th ".Q.on-Illonetary'~ gold dealt with 
later ip l'a:tt •••••• of this Act. r!~he disposition6f gold 
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. d by tbeGOIJipotji,concePt 8n~: th8./81'& not" ... 
aanon-monetary. go!ld. ,It would not, be wise' 

,the lJ. s. e~panded defiilij~io'n of non-lUonetarygold 
coins and thus encroach on the GoldFot to. the 
t 0'1' othE.'r nations. :T~er,~foI'e it is believed that 

, , 10 c~lns ;"and gold b~ll~on,. ;everl; It~OUgtl fvl~ing squarely 

, thlnitho ,!t3cope 01" ~\A-ti5b82'1. 8ho~'4-1a. be re'tHJ.ne,d for the ! 


'uold P9t I;l.{)ci not be dolivered): to '11~G0H. lfurthel'Ulore since 

rip cou(ltry~if:.l-on Ij rl'tH~ t<~old' :stbIl,J(;lrU IlO indfvidu!.il lawful 

oVJnersl exist,othor thull tif~OverrL;wnt. No H~zi victim 

cbuldI,1av,e ;been th~~-.tEIwi'ul hql~e~' of mono\iary, t~()l<1r, coins 

or bu~rion. " ;r,I!! 	 i < 

'1\!1is view io appE4:r:en~v~'heldlb'y USIl'J\ in, its application 

of 'WX-~568? 'to ~he f'Hunguriq!t l09,t tl'o.in" (l(~fer 7 - -~ari8n 

loot t;t'oin,)will :be d,i~p()aed:~f 8~1 direct'ed eX,ceQt:lnonetary 

t501d o'ihert thClllqcoins oi flulllimnLlt~c value wIll 'be:turned ' 

ovel' tp Go+.d Pot."). : ' Ii), 


i ' " 1;,/' 	 Ii

It i' " tf t d th t tri~re will be ,.1100,. iJvu 'W,',l or.th of 

au.ch ~~lds:~:sism~i:ousa:d hf!pe. j:; I ""'" 


1~ ~ 	 \ ; II ", : 

Q~7) 'ir~ith the~xcePtio~,S: Of}rf;/ ' I 

~a) Gold bullion ,and '~old coin (see above)' 
I, "I,I ' 	 , ' j: 

! 
(b) Ownerships i~terelsto' fn +'col property 

. ",, located in Ger1ll6,qy , :' k ' 	 " 
, :-, '/1 	

, 

. ..;" • I. ,.,. 

:i(c) Gerrn&n currep.c~,:'1 ",! 

:( d) Instru~ents ~f:"eJ~h8nge payaQl~ ~~' Germari 
currency bnd:,' ' II! 	 , ' 

'( e) 'JewishboOk~;~ :rq.a~~scriPt'a Eln~ lit~ratUi:'e 
" 	 of cultural 'or .t>eligious importance" 
,P 	 hII{, ;
J 	 ,J'. . 

'i(t) personal l)L'Operty the title towh~qh is 

I, vested in tHe' ii-e;;), , ',' " :" i 


! ' 'i : ' :/:1' ,: " , 

f(g) 	 drdinury itQrns of, furniture, clothing and 


other peraonjill p~operty ;of ,'sma'll intrinsio 

' .. , " f "1" 	 ,value ~veri.l o,tper kind, of valuable personal 

-,:----::.,p:::r:'-=:o-=p-::::e::-r·ty ~~y; coni~titute :non-Illonetr,ry ,gold•. 

JlS to! securities (see VlX-88566 i;l?ara -' (e) 1) non~idanti1"l':'" 

able i,sbcllJ,.'it1es which are W'ith:iJli the p1'Ovio:ionu 9t WX":'S5682 


,will !.be turn(;d over to IGOI(.: ./\I~ to cu.rrencles ('see W-900?8 

,PUl'a ~ilt), ~those falling 'Wittiin the provisiona 01' :.'X-85b82 " 


, 	 l'r. . ' I,I- I':'t /' " ' j 

~ 	 :; 3:· il ' 
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~ '/',i I
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will be treateu in accordance USli'A alsostat'is 
(Hefer 7)1 that non-Germon p~p llrrenG,Y froln "loot ~:trs.1n"f ' 
will be hao,ned in S~fI1e :llanCler oon-;nOrlotary gold. It, is 
belif:vf:dlth8't co:i.ns. except't;i;u coins, bre to b~ treated 
as cllrrenbi/:s. (View need~l; '(;0 I, ence) . :b'o:~,ntain ' pens, ' 

"oloc1\::3 , , s'i1 V t:l 1.' , SlIlOl-t;od L";j.Ld't ': 1 '1'010.,a ", etc • full ,".9it;hiub ", ' 

V<:.iluubloVer'soual pr'vpert,vD.nJ. C,)!lS ti cut e nop.-lllollErtar.1

go 1.ti. " ' 

, , 

(U) . In considering ~DJ c . lict of praacn~ or..il.lture 

i.iisposal directii)'~a-we bol.ieVe l'S t preferance 'sholild be 

6ivep to '~i;;"-85G82. '1:11io is. n by vJ-' OU' 8 l)ara 4 ~ " and 

,1-utl:2G6 l'arl:i .2 0 wherein c ieB bn{ secllr t es are to 

be Iles 1.;1 tuteti' Iii ce:Cl-A.i.'.It',~,llurine Ii, e.xcept thot cui-rencies ' 

(lnd iS6Ctlrities rillIin!?; wltOp,in '81.lm~ arc: to b e di..s~:~p.g,"'d 

of ~o IGqH. ~oc ~J-90JI.8 'l;UJ;'{j pbI't;lculor. 'i'This inter

pre~atlori nueds clarification. If it is c,Qrrect then all 

ttei~s of I:lssets held byl."EDw ; 1; 

I , 


f I ' / 

r (a) First be eXClUllriJd to see if' ,they' fell,under 
I ~ WX-85682 bY applying tests etat'ed Para 9 
t ,',/ below.' /,:1
" t/ ' 

t (b) If asset d6.es J.~t faJ;l u.nder:WX~85682 then 

i; it will bc!iaispdst:d of, UJ,ldEJr other directives.
), ' I,tl',:,: ' .., I. " 
, We; believe this pro~e<iu.r¢( mandatory ~ndt~ above ,lnter~ 

pretation therei'orecorrect, ~flasruuch as 11'ED will begin 
delliveries to IGCH in j.i:arch 19,~'7 regardless oi', the status 
of 'other disposition directiv'~s.No future', directive could 
affect any aase,t, which h'ad' ba,e'n 'already deliv8:['edto IGOR' 

l.lnder WX-B5682. ' ';, "I,'".' ' I1 • I· \', I 

, (9:) ,In dec.idlng wh:l!ch d'jz this property (Para ? above) 
goes tq IGCHtho followl~g t~i~ts must be ia'ppli;~d: 

(a) wa~ it ~~{z:ed ~Lr obtained: u;'de~ duress? 

(b) \;;as it obtain~~ by the H&~i Go~ernment, its 
satellitegov~!['nrnents or natio~als thereof? 

, i 1:/./ ' \i 
" " 
) (c) Wes i t obt&1n~:d from 8 polit ic~l, racial or 

re ligiol.ls; vi(}~'liJl?, 

j' , (el) 'Wes it f91'ubd.liLfaeiZ~d~ or ,confi~eca'ted by , 
US.Fl.ill' or'; 'loc8,1 authori ties ',tic~illg for USln!W? 

::, • I ,Ii !I 'i,,!I,1,. ' "Ii !" 
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, REPRODUCED AT ,THE NATION,AL A~ly~.", _ 
, .'-' , l.. r,Fr"''':~_,,'1. T._' '" __'OJ,,' 

: I: "': ::I,QEGLA~SIFfED , , ' , \ 

"I,Aulho~!~iiNU77£fS.e \., 	

.)',. 

, "'d By ttL~ Datel~l 
" 

'~- V: 
'(. 

I ', iii., I': . 	 , 
, " 
I, " ' ' , 

Is 'determination of, nut.1onal or1gin1~practical?:,' 
: ri l , 

Is dete;Hmination of indiYidUalOWnG~:S1:l1p ,. ' ' 
i:npr:actWcol7;, ", 

i II hen appli ad ';it<> ",!speC1iicit:el1l Oi:valu,;i;~e'p~~~,onal
l>roperty, in order; to 4etermine whethfJr; it iSDOn~fJlOnetary 

L()~Vl, the 01l8Worto, ul:.L of the f:.Ibovc q1l6stionamllS"1i be "Yas". 

11' 'llilis in 'Grue, then Ithis' propert.)' wLiJl be deliver~d to 


l
iIGGH.• ,,; ,I'il ' " 	 , 

, ,I 'I"~ ' 
, ,I,I: 'I; , , , ,I, ,,',"",;, , 

'In ..lil~~t, det{~r;ininfJt~on ot' !'lpI'actiic~lityll under Questlon 

,e ,Lind f t;he following jl::mutters wIll be considered: 


I" ,.I 	 "I 
" ,,' 1"1' 	 , 

(a) , 'l~he ext~nt of GD:amint51ilm with other property. 
,'- "---;;,~,;;:(",, ":.' '/11," 	 " ',' " ' ,,'.I 	 ' ,_ ' 

(b) " li,~~ ,ul~,FicLll ty uud, e~pense of determining 
()\~nerslU,p or nutionol origlnin comparison 
wlth t~j6 vulue of 'the property. 

, i : 	 I 

.1.n conSidering aWl questions (8 't~'f'inc.) 'it'will be 

,: kept in (aind tho"P: un~s available evi$ience ls 

p 
cleurl;cto 


'~p(r cont!'o!=,,g lihl:: ':Pll0I>;~rty tolling undep t~X-S.5b82 will oe 

(uade aveiICJ Ie t;o: rUCH. 	 , ' , 

",: jll/ I, 1 
, ' ,1 	 '1 

BY!'!lationaI Op:iJgi!lu'is meant 1;110; cOl..U)try from which 

the property cem~ Into Germany, or the' cou.ntryto Which 


, " 
, "the property wou,l:d b~;'lrestit':ltable., t-';1 the case of , ' 


cu.rrencies or secllI'itiea it ~'S not: liln~ted tomeen the 

country '01'iS311e~~: ,pr:ifi.nting orincorpox1}'lclon. 


, ,'" ,jll!/ ::' I' 
" 	 I I, I 'I I' 

~he word'''victima'' in WX-85682 if! primarilylim1ted 

t,o m~an ~ndiviau:als 'lout 1'16] be as otherwise defined in 

reat~tut10n laW8~ 'jJ ,: , 


.) ,(10) In a 'di'sclIlssion with Mr. HCfraldsont'(OP#~) hel 

(u) 
'( . : ;,. 

",, 	 (b) 

" 

i\ "t/, "', : " , ' , 
:Conc~red in C-l t 2, 3 (especially) l~,5t 

7 ,'8rJin"princ;ipleY'9 :(in principle) • 


, I I,: i.' ' ' ; , " 
Iflc d~ki ~ coucur ;Ln €I' feeling when any . 
~vld,~;nce existed, that:'.property VlDS looted 

!~'and .~Irorn concentl'(:ltiop. campvictl~8 :1.tshOllld go
"to I~CHeven ifsllCh property .is· gold: bullion 
,und I~old ,coins.· , 

' 'i'tl II " 'ld'·· 87'( 11) becur ,es asnoo.-monetarygo :, ..Fara' 
indicate that "s'ecur;il,ties may be .nort ;of the non-lIlonetarv

"'jl 	 ~ I'j i !,; , ~, I 	 of 

! : ~ , 11 
• !I! 	 ::. ~ 

r. 	 , i 
I 

1;'1 - 5 
I;
Li 

,I' 

. , ; ~ , 

I::! ' ,I· 	 .
;'tl 

'(''lr' ) 
" 

i " 
, I i, ,I 

J 

'I" .. , 
t ' I , I;" 

,~' ,f 	 i 
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g~ld fWld. I,l'hereteasef,o! sucll securities ,to ,IGOJf Slay :10 

cpnfllct with U.S. ,posit!1.on taken in Control COWlcll. 
ji',urther. the qutintit,y ofi,securities inventoried so ,:(ar 
frolil concentration CbIQP~i is of B~all value. It is also 
b~elieved thbtlG<JHwoulgl be unable to obtain clear .title 
t? all3registered_,a!~,Cllr~~it:s andth~s: be I unable to " , 
l~quidatt; them. t.t:b!~ gOy~:L'nment of yhe r~gistered owner' 
U1SY ulso claim such'see}ll'lties as against IGOR." ,Since 
the tl tIe to "bearer" sccurities plisses 'Ni.th delivery. 
th~ IGCR muy not huV€; th~se diificllittes:in liquidating 
sllch securities. IH vi~(!J of nIl questions, periUission 
s~lC)ul<.1 be Gb tcd.uIJd ,t;o r~LBln <:ill s~e,.l,ri ties Illltil policie~ 
ljre firmo'f~'cOIlflid:ts r~holved", ; • , ,I' 

!::.' , ~~ j: , . 
, ,(12) Assets which(firc not covered by existi.nS restituo.:. 

tion or, ,disposal:i~'irectives., should not be ~lIed to IGCR 
b~fore, sllch missing ~ dir~9tives are published, Unless ,it is 
aefini ~el'y established ~h<.t t ,',~,~\..-i:356e:2 is a standing exception 
to ho'tll existin6 ami ,f',..l'c~re dil"ectives (see O-B,D:::r~'ti!)." 
Since non-lilonct8ry :gold,j!lincludes~L'oP6rt'y'of allcategoriea
it is Llllcertuin t\), :aispQ,ae ()i' pro,.t;an:;ty balleved to' be non
rl1Uneto.I'Y gold beior;e di;~ecvives' regardinB', all categories' 
are firm. ' : (! 	 ' 

(,dt·,,:,,' Q9nclusions '.i 
.. ; .,> !;, :.; ',: j :;' • ,< !! !: . 	 " 

I . (I) Eor~gn E,~, D.d'?&n firin13 eS'~ablish tile lGCH fund, 
, , when the ,following poin~!s are clarified; I ,! 	 ,,' II . , , ' , ' , 

t (a), lJisposit~Rn to be tlILl de of :rnonetary i501d 
", ,:1 falLing up.der WX-856B2,. " , 

f, , " ' ( b) OlaI'~l'i cJ~ion as. to Wlle'tiher the term 
,~ 	 , ncur~enc~i~sil includE7s both! pElperand coins., 
, 	 :~. fl ' .' ,: ' 

(c) 	 Olarification o1't.11e 'ter!u 1Illutlon&1 origin"1 

in ;liX-856'82 para 1 a :esf.!eclG111'y in connec
tion, 'wi tti,,'!llcarren<;i9S and a'ecurities. 

: ;, , 1" " 

(d) 	 01arl:.t:lcatlon of the 'wcJrd ,"victims" as used I \ 

:tn 'W*~85~~2 para, I eS'pecll:iilly~s·to' whether , 
OI' oo,t:tl~e ,word, is 11:ui'ted! to mean individuals 
01' persorl':L ' ' 

I 	 _: . I'r . 

(e), 	 A re~olu~~on <:if the ~rder 'of preced~nCleof
Vf.x.-85,682·11~ompsred with any', other: direc:;tiv('j. 

, ospeC?;iull\J; us to whether tJ~-85~e2 iato be 
treated al:5 6 'standing exception to all present
andfututfe restitution or aispositiondirec
tl ves'. ' 1:,1, ' 

, ' 

- 6. 

, ,'.I, I:' 

i: 	 :I, 
" 

.. ' 
~ , 

L 

l ,
,t' 

t 3.0020.1.f! 
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j f,
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, (f) 	 Agreemeht t~Lt securities and possibly, also 
currencies falling under'WX-85682 are to be 
withheldfro'in IGCli at this time until con
i'licts~:withj;b.the lWi:r are settled or u.ni
lateruJ!:: actfbnis decided.
',;,' '~!l 

(B),Clarificatioh at points brought o#r.in\~,,: " 
draft ~'!~letll' ,,:,<:'",':,:iJ,:'i~:", 

" • 	 I' I I '~I . , 
I, ~2) Ines~ablish~ng, ~he .1'undi ~he, principles,:anc;\ .': 

procedures e.l:3tablishe(~! in ·~,fUs pupe~\ will be applie~.' 
' ......"¥,_,, '1 I- " 
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I ,1. Ourrencies. by wilJJdh Is Jleant Ilotes aQ(l'coi!ur. are" 
[heIdi in tlubatun'tiiul <ilUlOu.nt:s .in LIt 1eaut 7;,; of the 90 ship-' 
r'llent~. , i. few shi,I?1I101lts 1:lIj~" buen' fu.lly luy,entorled. as to 
:the ~urrl:;!ncy cl.)ntent t 'but .ltl1e OXi)er~ellce :thus fur indicates 
that; t;hCCu.tfr-ency: of nOl1rl'y ever.] cl.)untry will eve~tually 
be r,epl.'esantthl. -£h6 cl,ing.l!~ shtpaHmt frola tha :v1erkera ;vIine 
reve.'uled tiile presoncel,loi' Cll..t'rencles of sixty countries.1
, ,.' '. "".<"'~':~')X"' .. '~.' , :, ,j . I ' 

i2 ~ 'l'he BOw.":cea ()~, cU~li'encies ho+u by 'Ghe '.tre.,pOSitory 
incl1ude' the f'Ollowing'~,. i,i . ,', , 

1) 	 Gerlll.an banK rJoervos. 
" ,':i 

'. 'I I ( ,.,2);J.;'). loot· from invaded U'.N .. 'countries.' 
::1[1 I 

3) Goncentrattoniland priso[le~ of ~al' Camps.
'..1'/' I,' 1 . 

;1 " Ii·; , I 

4) 	 H.acial an(;l 'pof~tical victims in Germany and 
othar oountrle s. 

': ; I 	 1 

5), 0on.1'iscat
ied or 

:Ji' 
surrendered under Law 52 

',I 

" 

r 
!: 
f 
I' 
ij 

, " 
,! 

~ . 'Part :111 
~ I"..,· , : I 

~ : I 
§(II.;i gur..renci!3 s 	 I:! 
T 	 ,I 

~. Hel;d by lfor~i~n .EXCh~nt~e DeJ2ository~ " 
f! . 1 	 I i'i ! J 

.and 53. ;:;; 
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I ,! ,s) 'J:he term "culTf{ncics" is not, de!iJ;led, ill', any' 
~ot'erenee. In tIlt:: restlt;uti.ion directive', (Refer,3y\ltis 
':in pi~rt.. lLll.itect 1;;0 ",p~J)eI' ~~rrenoy". 'In tliep~~poaed:;:, :':, , 
~irt:9lii va" dispos1.ll{S 0,( f()rt:~bn curr~noie,a f9und, injGermany' 
~ I{Cf~'!' 15) ,the unclf:!f~rlfd t?tiil '~forei~n, curr~no~estlls ,!lsad. 

,	~ ,1' b) "'ft~±'sneceSt:;aJ:.YltlL<JG ~he terril u61lI';encies· t be 
~efit;leU .L'lS ,to whether ~ t i~ipl11de~;; tJoth p~l)er w9,ney ,~nd ' 
pOins 01 go.hi. !OlIver lor' ,()\ibf.:![.' iiiotol, emu, Ellsowhether, it

I. 	 J,-ncludeG worthl~$S,.::~.l"enc'y~II. ). consiueruble qUBAt4ty,of, 
ihet.Al COitHi, und Dl£o[:,hper rnont,:-.ywhic il hus; been declared 
\ivQrli~~J.ecH ~t).f t;!lplimill~ll~' 'Wi:':lliiihlv in hela bt i.l!"1J). " ' 

r- 0) XI.; 1 G belie~t-}d I::t;hb'l, currency: sh~Uld, he defined ,'" 
'. , I 	 .. ' . ,I, I. h· b 1 f b' i 1

<:It;) p~pe:c money clml co~n,s W~l:tC 8l:' €: capt! €I 0'. e . ng crou
lc;te9, v.r; u mediuHl of e~che~e. ,li'urj;ncr., fal-the purpose' 
inte~(rcd under l~-9U07t\'t':t;h~ i'oll(w;ini~ sl1p,uld be specifically' 
exclqdocl: ' 	 . ~:. "'1'1 :,,', I" 	 'I 

, , Ui. :'1 " I I 

(1) Gold Ico,ins~ ,I, ,I I, 

'.: (.Ilor,,¢at~il: dis,Pos'.i tloil in GoldlJot). 


, '" ,,1,1 	 . ',', 
• '~:, ';/,f . , j : j' . ' . 

(;2) All c;9blSliipf numi?llltlttc, or:historip va.lue' 
(lI'or J~:te1il: dispos~tion, und~r para, 2 d" 

,, ' W-9uv7,8) ~ J;' , 
. ' ~'~ r~ . . t '. 

,(3) 	 ~il)rtITless,';'ylu.·:£';mcies i 
( 11'01' re'turn 'tiC> the cOI~mtry/of issuef,or,

III 	 " ,cuncellat:L\"n) .' , ' ,
i 	 , :; ;I:H ,',,' , , , 

d) Glorification 6f dei'ill:i't;lon of "currencies'" is ' 
requ~sted in staff s't1l4,Y' cd:ble. ' 

, 

2. Jnt.~F12retu1ji.Q..n.;g~' .... _1~2~5. , ,tl' 
n) '].'his 'c;:)bl~ 'is tih~:) interitll reBti tutioll directive 

&l1U. ':~;nong; o'th~,c la'OpCl..~ty.I:~'pecificc.dlY(ieo.lls with curren-' 
,ciesof United N~tl()lu3' ,occti1raed by' GerlftiJflY u~s fullows, 

" ; . 1:lt:, 	 ... 

r CD Pr.ira 2 , ill 
til••'~. thefoI~:9winl) c<Jt(:~oriea :01;' property 
~. shuJI ••• _,be ~,+bject ,to routi tU;tion •••• 

I : (2) 1\.,ii.l1 'c~rl"e~~ie8 of tho Unite,d Nations Qcc:up!,c!'f) 

,~ by Germ;;.:ny.. 1: I 
f 	 I: 
f: 	 II! 
I, 	

'I + ~ 
" -1',<:"""

Ii 	 ' ,,,,
f 	 .; 
~f 	 ' l 

~. 	 I 

it 
"I 
, 1 

" , , 	 c, 
I! " 

11:' . 
,f. 
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'( 

, ,j." 
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'(:I;~: ., I 
1! 	 , 

I 'I; " n:"'.' , .~ ,I;;
I , 

,I 	 . . ',' ' 

(3) 	 D~ uther '••• ~,vuIUdbleB (excluding ""~ .' .,;' ••' •• ' 
fOreic~n' currerhhes otjhe:r.:' than these' mentioned'

-I 'i'

in pi:~r'u 2; Co." :i 
, "I,ll 	

, , .'. 

i' . , 
I.PIlI'a 4 

:1 

I . ." 

"}lfter 'Oxt(OlinJ:.t.ion of'these Ifsts,'Ybu:.T will':,' ;";~;,: 
indicate :.: ••• ';i't'hich of theae oountrieji'jihould: 
be invited tio ,,::sllch 'misaions •••'.forthe,ll" "" 

! ' 	 pw:'pose 'of' 11:/ " ' , ,,!: " 

" (5) clubst'~ntilting cluiills for Jhe:, re~~'i~'ution: ',"J1. 
"M"'propeI~ty m~~1~ioneuin para /2 a and>d·~:It', " 

Ii' 	 .d,·, : 	 i 

(6) 	 i'!~ra 2 
,I, , ,.;.:.., ..\.. ,:..~i/(~:~' 	 I. ,~" 

\ 	 "You will; take: St0P8 to' <iEdiv~r all paper 
currency 10£ United N(~tion' countries:'i.o.vaded, 
or occupied 9.Y.-J Germany riow in your zori~,: to' , 
the goveJ;'nmenr,/ of trw country of issue with-' 
out; the !l:~ceas'ity of proo:~: thu ttt was looted 

., ,or othcl'w'iae ~hquired f'romthutcoun.try during 
~ t:he period ,of/:Gei'IOtiuinvasion 01' occ'upati'on. If ' 

~ \ • I ,1 J . ' . ': . ' 

, :, b) 'Purr:; 2 j, oi'o8ble uses tht~ phi-ilse IIj~ll curron
cies, of_ ,!i!!0 Uni~ecl f~?ti()n2l;.I••••,. II, while, para 5 'uses the •. 
plii"u~€ ,Ii •••••• .t?.e.illU';.;.. cUZ:F~;I].$LQ..t.Jiho U!ll:~e~L1'l0ti.2ll§::.". 


,I 1,;·1 	 . I 

, (1) ;;~e inter.pf'~~t.llt. !i!'!Jt to mean &11 Curl"GU
uies.' ~.)Wne"4 bu sllch m:.ttiprlS,': incllllil-nc; ooth <;:urrenc.y issued . 

by thc:m ~£ currenc'y ~Sf.1l1.t:J~111 b,y an;y otih~r na~ion (UN t neutral, 

oJl-enciii,y). Currency qr 'bn.y type would; therefore be restored 

to, 01,1 ~ccupied, UN cl;.J~,'UB~~II!!p'.i?on proof u~' cluim. i~ ,pre- . 

rcqu:pnte tl) 'G!W re8t1~lltJ.I;:H!of GIJ.!'renS11CB roru~t:J:cly ownea 

by overrun countries .is th4t1 furnishing ,to ,the U.d. \l-ovel'n

alent;! of11sts of sllch; loo1..i~~, carrenci E!S, and 't;htd.r locticion 

and.identtfiCi:ition.,.: :/::1 . ." .' I ,,', " 

, ',' (2) We 1ri,L~rl.J~~et t.tle::a~corid,phI'aSe to lDean' 

Qn1.l thC:.lt l)(1POl.' cLlrret;lc.y. VJf:.tIich was C,ictu:Jl1y !issued by the 

~verfun United N3tion~ Aft~r cllrrency clai~s 'of all ' 

occlgd.ed count;r1es h:~'Ii~.: be~~in Hutisi'.i.ed,to the extent [)08

,sible, '~n i rt,;;nLdni.n~< incLii,Jrnouf.) eU,l'rd)r,:;ien oJ.: f..lLlCh, oceuu.ieci , .. ~ ,''-111 " 	 . ' ,~ 

~:olUl.tI'ies aI'f.! tl) be (Ud. LVf;i'lr..:d 1l'\f(Jr' 1.0 {ill\;;, lIco'unt;l.'.i of 
"/' 	 , , IiBUU,I;;" v;ithout 1;h~' noqf..;:,I!':;Ii,\id 01.' l)l:,,Jof ClIu.t; it W:;f; loot;(w 


or otr.te1.'vHse ucq.aire'l~' f·1 " ' I 


! c) Under this intj~I'.prer,;,~tlon,811 forei1,!;n' cUJ.'ren
.:<.:1e8: :found ill GeL'lD.any' ~()nE)titut(:; 0 "currency_ 12op1" which 
iwill 1>1, d18iJOS~:(l of ·uI1,.,der '11,~he fol.:UH,:I'tD formula;
l, ," r. ill II. ' , :"",' ! 
':, ~ 	 " !Ii ' , 

, \ ! 'I ~ . ') _ • 
. I I ~

i 	 ' I .;1 
i 	 ' 
t: 	 '; 
.~ 	 , . 
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!, (1) 'l:otol of" sll Cl.ll'L'l':Hlcies .found i,n Gel',m,onY,·" 
1:1 

(d) l~sa: Oltiim~~l to any curr~ncYf proven 
by u,Na. (i'IA-t3:j9b5) _?'() be,'; returned, DS restltllti:an., ,., 

,I', ,'II' I" 

(j) Hesiulle 1$£ i<.dJ c'lrrenci!:.:s U'ilBilf;.ble '", 
for oiotr.iblltiou·· :,'/ I , " I 

, ' ! t ': 

j, , 

! ' 
0, 
1 ' 

f 

Dist:;r1.buti,m: !, L ' : 
.• .., ",I j : ;. 

'4,)· ... '·-a·:.,· 1?uJ'I0L' i:u.r!r1enc./ 01' i,nvbded lIN to, ,'be,', ' 
\ ,..t'" i! "!~I· t.. 1 

\ r/;'ltlll~'Ued .:;Go thGi.o1· (hi. ...:'b5)b5) as 
""I ' "r&sti.tutilon _ I 

, "'I 

..,".,li,'Q,~t[~te r;~" , ~.., 

U:.) b.' Gllrr~ncidJ u1' cOLmtri'es wh.'ich i. 
..,/ I,", I'll ' 

ex~etienc~d Ge~nGn.oQcupa~ion', ' 
(GS list9'4j?iJl:'(-) 2 ,. :;~.-!9()u'I;fj), to " , 
be re.tilrnea tutrwlII l:fS restitution. . '; r I 

l·'ootii:otes:'.il, 13, C' 1 
. I~;I I 

(b) c. 0urrencie~ 0.1:'. UN~;il,embers 0:£ L\.H.~~ f 

nev6f! un~ler UeL\iWn odc.lput:lon (as 
, listed p~'~'U 2 b ,,,-I.jJd?8) to be 

retu.r:ned II~o ~he;u, ,Possiblj as 
repar~tiona. 'I 

Footnu~e~lA, ~t ? 1 

('I) d. curr:~nciJ'I~ of eX-tmeLl,I.Y "coWr~riea 
(as 11st~~ para 2c ~~9JJ/e) to be 
)"l i ve:n to IU';;SH as L·u~)arl;ltions.
u ,,' il" ..,\; I 

Footriot~s i it, Bt G. ' 

(f:i) E:.' curr.:JnciJil1outS(1 l'h)lIi victims of. 
the ~uzidjto be ~iv~n;to i1GOR 

, ",:' , ,Q ", I

( WX-:t356ea), (puru i+, '~i'''' +JU?8)
j : r ," ~ 

l?ootnote fit. '. , 
:, "iii,! ... ', ' 

, (')) Total, of!:! t.ll'licurrenC1CS de.LLvered bS Clbove 
, :, ~ ':.!I.!/', ' : , " 

(lv) BCiluncet:~r811ii:uther cll.rrenci(~s. (including 
, Gel.'inan) to be re'tuined 'I.lndbr· 'pur~\ 2 (1 ~"-1JG?8. ciubject 
,to fllture difJposition. ,',./ " 
• '. . I 

" 0
:; 
I, 

,f· 
, 

, I 

, .it • ;Jubject toin(U V~llu.Hl (JW!lerSldp rights i 

, b. 
i 

iNO 
~-

to delivery. 

, !' 
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, .1' . 

I ~ 
I' ': 
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. i /rII 

,. ill 

, 0 Ai THE NATi6wAL ARCH,I~fl.,,·.. ' 
.: REP~r;ur,.J~!IU..._."ln'!~- ._-, i 

,I \;- .~:.' £CLA~S , . \ ... ~'FIED 
I, ..llt '.cll\lJJV7 (fig ,.i 

. '.' I AuIhO ,.. " J~ ./ ' z~ I zm\ " 
):1\ By_Jf~~ oate_~!_ .. 
'L_-~:-r 'In . 

I, 
;;1 

I !, 	 ~ 

, 	 , ' : ; :, !~ '" . : ; . 'I' 
G. 	 :' lti is til:isuUled tho,t pe,.q.ding fincl.lc1<;!.'1fication,the, 

,lJarm "currencies" in /'~'- )'JJ'lH wi 11 includ~ more, than 
merely paptH' ClU>~~~lC.YJ' 	 : " i..,.:. '. . 

D~ 	 '~.~lu~~ estobliSh or,deL'. pr pre~ode'nc,e. of d~str~but~,qil: in " 
.\ oraer to i;.:volo. conflJ.dt s b01iwe(.'-!n ll,ne (b)and.linea" " 

),'l 'I), (5) t (6) t (~:) ~ :,I;i;I'; -.:'r ,"'d:::i~:" 
, d) .. ~'h€'qlJ.ost:ion Io.f inteI'.L)retution~ of c~renc,Y 

; ,Us,Poaa1 directives has b:eenruized in staff study' cable, 
: u\.>l:if.l. Lillt:: viilw l::xiJl,:i14,l~J .tl~I·e, (;'j.ll(j one~ otllor,has ,been. 

stat00. - see Cr)b1t::l. I;i':. "I'll:! 	 . I 

3 • (a~rliis- ' ':_I 	 : 
, , , 	 ,;:1 I 

, , (.i) Uluima orl,guv,ernmep,Y.s vI. ,Unitei;i Na'tio:ps .. ,,:" 
cou~ltries \~UiCh"hff~"~xpe~lienced: UeL'ioon OC~Ll.put:torr:p:r,: 
invasi1ln, 1: or (;;.11 curreUCll'S s of i:Jn:t l:..y i~e t claililed to:. 

:: h.:.. Vt-J been looted iro:u: th~lid) will be presetllped through, ,tp.e
I U~,6~. (.io~~rOl~en~, uml !~SllPp:prted by aubs·t;;.nt;1.Htinglists" ,
I (Hei er \'1..-8!;965 paruu c.: A~I ., o.n(l A .j\).'
1 . ~ 	 '; l'i !. j " • 

. 1 r b) .Ul~ilTJS oi'" ind!~vidu'hls esti(;;blishing' ownershi;> 
'~rigllts ill bny· residue: 01' .~urrencleiJ d:eliverad. to top-. ' 
Icou~trltis ~B lis'ted in~-~J078, bre to be ~resented tb the' 
"couil.tr'y receivine !;ilwb,c~l:r.r(:rlc~f. (HElfer 15 pura .3). 
~J ,... '':11::,1 .. ," " 	 '" 
~ '\ C) J; her's ure, 'no ',f.1.1:'ovu)J.o.ns fpr tne acceptance ,01
tcl(;l~;Jl!;1 to currencieB,:, i'ro;~ c..Irl.Y other 1JOUl'Ce, none I:lppear 
~ to qe I\6CetWol'Y· ' 'I:' I ' 1, 

" ~ \ \_' ;~ I; 
(j ; d) In"sllluch l:d!3 Cu.aiL!lS will, be received under j Iit l! aboyc, no currency c{iio" be::, !releV-sed, O.l'" the! l.'esidue ot' 
cur~eIlc'y avuilC;ible for diptribution Canni):t I be d~)'teril1ined, 
until allch clHi:ns <n~e, recoii Vf3d Dnd" acted ul)on. . . 

. ' .. '11'1 ' . . ,

'.l~. 9urreric.l. (Hesig~ue~ ..0J t~eutrf'l~QQuntrie s
:' i! I ' 	 I , 

(' . a) Jiolic,Y hh~ 'U(rtl i\~t been (lete.I.'(ll.~ried. 
. b)' .. r/'e; !;\', J: i. 
, ~~-(J'j0 d pi'ovJ.~A,eB for tht~ir retEmtiion pendine;· 

det;Cl'iilination -01' policy ~ ':! . ! 
; ': I'! 	 I 

;,. ~i~ll..!n ~llFf'e~ft~..£;I: 	 r 
.j 

II' ' a) G.elJtitul;able 	 '1;,0 ext('::nt ',,1', idenli~l'ieli cll;lii/19
• 	 • I,'ot 	occup~ed U.~. countrle~. 

1,.'.: 	-fie 
ILl 

, , Ii:
, 1:':'" I'; _ 

'I ,/ 

Iii ,I,:, ",I: 
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, 
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!t! :jii
,:1: 

i. 	 L 

, I I
Iii 	 , 

I ~ 	 , " 
" II· 

\' 
\ 	 :il,I' . 

"" " \ ~ I 	 !
I 	 , 

i .' 	 I') :1,Ij~· 	 r:'\ 	 "I,"J 	 ,I " 	 ·"1" 
~I 	 t,tl " 	

" I!l, I:1i' 1'." 
" , 	 r. 

"~ :! \' .... n 0 r) 
(." 07i ~ 	 II; ! ,, "u~ 	 ~ ii l I, 
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b) Polic:>, Ul;j; to dispoail,ion <:)1' residue:~';Germa:n. 
has not been det~hnined.~' " ; ":Y',f;:{ " 

, , 

..::<. 

, , 

" 

, I 


'cur:t;'ency 

~ c) No GeI'iIlvri' curl;lncj' 'ttO turned ove'~,\~o:!;)~QCR , be 
, 

see IWX-B5682 
• ~,'I,;'l ",' ,~,'/.;i.1!,~:'.:~';:iL::'" :'/ 

" ' . , d), , .ell:rsliont !to: ~ t:!<iirecti.ve ~ll WX-50~~ej;1·4Cfl,t~,<;1:.;" 

lb :AlJgust ,1-).t~:;HeichSml)rks: found in lile:CkeI·s"M111~\.VI.er~ , , 

placed at rC'~l.'icted. idlsp0sal of GeI'nuql lteichsbarikFrank";' 

.:ur't B/;~iG.ln in b dep0~i t. ,to tile c·r/;!di t 61' the ]j'inanc'o' ", 

J) i vis ion. , " ;: ' , Ii ~ , ' " , ' : " ; 0'. '. "; " 

.' ,e)' pr~~~C~\~~:":ilun'11!I~owcallS for thelr'~~i~~~~~:o/' 

u rl'.L'UDttH~ :.fur use in redeeinill(:) tUlltil.::..tedlllurka ." 'If AGW,JUL 

<.~utho+i~f;;tion it.'! obtH;ibed,l.lor ~h:i.s llse" it iwll111vQid 

conflict, wi li.h i'll'tarl: id:Lsl)(~i:Jhl d.it"0e'l~:Lv0 ret1~I'd.i..ng' German 

cllr~·enc.y. ',l'urninu; ttlis Hi0he.y OV<;;;,J.'!i0: i" Ger;nl.lfi ,IJ:'rustee 

f ,1iD.,r" b (;) ill ef f €;(~ t i J l'e,~ ClB ~j6:1' ,,)1: c ,l1:rOfl(;.l' \:'J i·t,lfO I.l. i; u direc tiv e • 
ii' ': ' , II, ,,' 

1 "0. Gold Coins ! 1:'1 
}' --- 1 'I 

, I I"
'( • I r. < ' 

~ a) ]l'or Ul.scuoUsion' BeE: ,:::'UI't ,I,'., ,I 
! : , '1:1 r " 
j " ' , ji b) .F'O.L' GolI.1801n~, contuinec.i in. loot, see Part ,11. ' 

f 'I. ~l~sion "! ,'If , " 
(I~ 1 ....,',) U'l)On.' ')":1 'ii ' 

~ II: ! ' 
~\ ,; (1) ,il cl'E~'i1: d'efini ti.on Df !ICllI'I'encie s't, 

~ ,I (2) J1stU'~1:lSl~1ent of tihe orde~ of precedence 
: reE;plec~i9g ~'.\j1..-B5682 and W'"'i9J078., 
( "f:, 'j:11 ;: ;" 

(3)AClop'ti'on :lot: forHlulu t :such :as the ()ne ' 
suPP,?r,teq., i:in P&J.'b. 2 above ,; 

"~I " '1,lj ,.,. I 

no dii'flc'..llty is expe'ct'ed ,iinreleasing clJ.rrenciea in' cornpli 
~nce with v',-'jJU'!O uq,d, VO;,....E~j)165. ' i ' 


..;:. Jill, . . I 

I' b) li'uture di~posJ+ dj,rectlvo3 will be ,required for 

alL currencies retained u~deI' par£l ad,. W-90li'/8. 
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I. ' :JleJ.d in rPreiSD EXgbaDgg D'R9§~t212'·: 


;Seourities are h~id 1~·1 about twenty' Sh~'pmentSt'largel1.

orIginating, from ReioJ).sba*s as foreign, exchange assets. A 
,f'ew~securit1es have ~~en ~pund among the effects ot ooncentration 

camp inmates. The total !!l~cur1t1es held c~nstitute a considerable 
volume. The inventorrof!ij~ecur1t1es 1:188 o~y ,recently been started 
and .. efforts hav~ bee~,r dev~~ed solely to' coq.nt1ng shares named ' 
Conoord1a Petroleum :9orp ~'I OutsideO~, of' t'l)o volume, source in 
Germany from which recelv~~, and 'cursory inspections revealing'
securities 'o1'-~'m8ny tYP~Sd~lttle 1s known shout the detailed 

, composition of' securities !:peld. • i 
, . ' I' 

, );e, 1H.r,r,nce II h, .....:~:,;(..,: :.' 11'1 
, ,, ' '. I!II 

! - l·,WX...904~O ' ' 

; 

':'! I' 7 Jw1.e '~" 
2 : P-1266 ' , i'l 2i Jul,y,3 ',' 0C-10~1~! '. Aug." 

, 8.pt.~ 
I ~~~~~l' .! ; 17 Sept.

17 Sept.6 'wx...80462 !, :1. 
24 Sept.h CC~4204 :7 Oct. ' 

1 9 c~tl~l, 17.00t. 

(10 WX-84,22 :If ' 
 1, Nov.', 

10 Nov. 46 
: '12) w.8S635' ::!' ! 

.' (11) cc.691~' , 
16 Nov. 46 

\i ... 113 OC-7048: r 21 Nov. 46 
;. Dec, 46 

I- 15 Cc.7239' 
!... '14 WX-86619 ,"I,' 

. ,6 Deo. 46 
'~ 16 w.88o,4. :i . ' 20 Dec. 46 
\ i17 CC-7492 '21 Ded. 46 
if_18 w.88,66 i I , 29 Dec, 46 

'1'11 4 J'~ri. 47l '19) CC..7553 ': , 

I 
1:20 00-7608' , ; , Iii :9 Ja~. 47 

~ ! I j 

.,! ~Denotes' importsf1;t ,os~1e J others minor .. 
t, ' ;! {I 

Ht,;\D1.gyss12D '; :;f:, 
~ ,',' (' • • I 

.J
;1. H1stpU 'rl

,if .', " " " 
,a, Tentat1ve,~,pro~~s81s regarding d1spo(i1tion':ot toreign . 


securities uncovered' in a"rmany werf.t'·receiv:edi ,from, AGWAR (Refer 1). 

Sug~ested amendments ;by, O~~us (Refer 3) we~e '1:argely adopted by 

AGWA,R. (Refer 14). ;~n: t~e meantimo paper ,was introduced in Control 
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" . ' . <'1'1',Iii 'I 	 " ", I,;: ' :.1:: '(,.! 	 , 
: REPRODUCED ATTHE N~TIONAl;!;'}~,I~~~", - ' I 	 .,j1 ... t ..... a~p'91tfl!t..1 'I ..~" .I"' _'~' ........ , I 

." ' l'i,· ': .. -,' ',' .. " 

! \~~OI~IE@p:~~}fjy\\ 
\ By ,1':(...~ oatelJJ4l 

.~~'~,.,~-~-- ,1"':'1 
.. '.:: 

I, 

:i'l 	 I 

':, ,! II' 'i jft,. 


t':~ i ~: :i ; , I,, 

r 	 ' .: I,! '1 ' • I ' t ,:; .:. ~ ~,' •'1;1 

~~ ;' . ~ ~ . ,'. 	 i ~: I ~ '. .,! ,,:";. 1..),:::< ":,,,ti~':, .;"• 	 . I 

Ooutio!l' ~n disposition otQer~ owned securities (Retei£;l'irb\1t 
no a~greem.nt wa's reached (Referll 15') and matter was' reterrea to ' 
gov~~rnme~ts • The U.S. pos~tio~, remained.llnohanged and without ' 
intention to compromise (Reter:16) end 8'JCS direotive on the 
dlSP~sit~on of looted socuriti~:s was received (Refer 18). ,It 
is i;h prpaess of presenta~fo~ ~IO Contnol ,Counci~ (Refer 20). 

, 2.,~' IntfJrpretat~Qn Ok WX-88566.' , I ',' , 


"~' This dire~t1~~ ;'isl::';~lmit'~~ to ~', spe~itic'~lltegdry

of seaurlties and therefo~~ di,~lposes of on;Ly a ~egmentC)t all 
seour1ties ro~~.....~~.... ?erma~.. 'I!i'j' 

. . b •. 'I,t applies only to: "seaurit1es looted from cotlntries 
oaaup1e'd: or, effectively contro~lled at one time by Germany" ~ 

i ,0. It 1s iio{;:'f~dll;"eo~!ive to phys1cally dt'sP'OSe ot these 
I, .seauri~ir9 bu~ only. an or~~r t.fll . 	 ' .' 

"(I) . seek 1;O,::~bta~n agr8()ment'" in Control- . 

Coun~1l,,(~o ::~Its princ1pl~s, 8Ild 


• . . '!: ,I:d " . : ,I. 
, . (2) estab11sr' o~rltRin .invent:~ies',~ . 

!d. No,agreement.was ~eached In the Control Council 
regarding disposition ot foreign seauritiesowned by persons 
,falling within Art.• 2 end 3, L.;w 5. (Refer 15).: A paper is 
.	pending introdu~tlon to Contro~~ .Counc1l regarding category of 
securitlrs falling under WX-f,\Sirr66 (Refer 20).; '.', 

:. e•. The Principles eml)Qd~ea 10 WX...88266 ere as follows', 
! ' .' " : ,·~:i 'I ' : . I" i ' ,

" . , 1. Securit1~~ .:te~ovedto 'Ciermany trom other 

cOll~tr1eswhlchwera. oecu~:t~d 'OI:;'lr controlle¢!.ehal.1 be regar'de4 

l>ri,a fa~~e as loot.,' ,'I, f . 
 1 

) ".., 2. Such seouritie,s will b. rest1tuted to' the 
,aov~,rnment of' country from,wh1~h they., ce'me. 

. I f. . ',' i:1 . '

I :, 3.: Preaent oytnor'li·,.: lJlay rebut the presumptiontllat

suali secilrities w.ere looted. ',,:'i-


J: i", ' .:' 	1'1\ ' , 

,1\ ,4. rARA cou~triekmust report any: German interest 

estalblished in securities I,trestii)tuted to them.' : ' 


~; , , ; 	 ·1'11 ' !
I! . .:1: ~', : I~' . 


'I: 1 ,. Seaur!t1~,a re~oved to GermanY 'for safekeeping

will;: returned to government otltcountry from whioh removed., . 
, ' , 	 Ii,: , I 


1'1 " ,I 

,'. ,;. 

,j'i 

Iii.
.• 2 

: : ," 	 " I' 

" 
!,I:', 

, :. 
:1,
I' 

: 
I I" 

I 

Ii,): 
I,'I

I 	
i 

,'I 

T 
, 

I', I 
I :~l: :: 

,I, 

III 
,I, 

:11. 
; , 

I 

nOOl")l ' . 'i 
.j '(".0I 	 , ;i 

I' 
, I, ' 

I, ,," 

! 

http:a~greem.nt


. 

, 
~ . 
\ 

.' 

I • 

3 .. -

i. 

i; 

; I .. 

. 
! 

. : ! ' 

,'.
i: 

I . 

300211 



,
I ' 

", . . .' 

, , " .' 

i 
I'• 'J 

-;' '. . .t'..; ~ " ":' 

1 J .' .! Ii) j . . ~ .' . ,.' ." .' 

I 'i 3. Inv.nto~ .wilt!. inolude German-18sued'il.eou.r1tlea 

it:, praatiQ8bl~ to do 90.;" j: '/ :', ' , 


. 4. Completed in~entory will be submitted to Group 

of F.xp~rts for action fnffca t}(ld Para. "r above. ,", ,', , ' 


it h. Sg2121 2t lllYen1t2.~X uM't PIU:.,. g.L 'PCU:'.," ',", " , 
1 ,~' 1. Cable d~'raot:~ that inv:e~torie~ be~;8t.biltJbe~t' tOI' 

t~. US IZone even priortQ Co~t,rol Council agre,amant ~ Para '3b of 

c8ible states inventory w1:11 ill')elude "foregoing, seourities" and 

th'ls term may apply s=1$het' to',/Para. 2 .Ql: Para. '38. If It only 

a~plie~ to Para. 38 theni:theliT~S list would only include seQurities 

na\med on lists submitted' :by claimants. Latter, lists would not be 

a~ailaple until ControlCoun~il requests.them, Therefore, the ' 

s~:ecif1c securities to b~ inqluded in US inventory lists are 

np,:t kn()wn. :i I "j',II'1 :t I , . ...,~"'"" ......, .. ". ,! Ii ,! ' 

~ ,I '2. In,' vievf ot ~~18 possible atale-ma:t.',"1t;1s 

believed that the sQope,otpresehtUS, inventory lists lDuet 

include Ill, securl,t1:Erlt~I'uncov~1red in Garmany in o:crutt......to InItiate 

ectIQn; under WX-88,66. IOomp~1.e.tIon of,t~e final -rrst to be 

presented to the Gl'OUp ot. Exp'erts, ~an be made la.ter from ~his 

compl~te inventory. ';~' /:'1, , " 

3. In generel ~iew o;f':other terms ot thec~bl.1 ~n ' 

mentl~ning non-identifiable 1,~ecurltIes, it is believed that 1sts 

eventually presented to:IProuq of Experts will, be complete lists ' 

of el~ scour1ties , uneove,redl'~n. US and other 8,greaIng Zo~e9. 


\ , , , i'i', " 

, 3 ~ f2rm1!~i :Qt DlsDQ" t15Ul 2& §t9\U'1tteg'. 

a. In keepIng ~ith UheooncePt~ of t~e. 
': I , 

I !ll : \ I , 

; 
,I1. Gold po,~, .cP':~lS Rep~rat~ons~onfereno.) . 

2. . Nor>-mon~t811 goli\ Fund (Y/lC-B~682) 
3. Currency 'Pool (Discussed Par~ I~I 2 e), , 

, 'I,,"" Irj " ,
" ' ' ,', 

B. f'or~ula. should eventll~lly I:pe establisheci for disposalot ' 
s9cur1ties, Under thIs: conqept 8fi? SiQ\1r'tl~, found tn Germany' 

, , 

const~:tute n ",Sf1clJrlt~l :::tJ2Q.lj,~1 whie will! be d:1-s posed of under 8 
formuln similur to the 'toil?flng: . ,:' " . 

'1'/;:1,1' " 

>'1j • ~' ' " 

• ); j r ]\ 
j~ 

,J 1 . "II 


~i, I " if , I l: 

",' ,

t ; '.' , ~I !l :' I . 'Irl 
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~ 

t 
l 
~ 

- 4 , :1 

. ;"." . . 
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" 

" 

, . ; '. ~ 

", I:: n. Un1 ted Na;tlonnat1onals and 
,I 'governments1,1 I, 
!, I 

b.' Neut'rs1 ~atlonals and governments' ,i' 
I (, 

n,I 

I'

ii' ~ c. Ex-enemy J It " .' 	

',:. 

II, 
" , 

.~ f I " 

1,1' d. ' ' W1tholl.t 'qwners. ' 
;1" 

1::2. Fore1gn,secllrities owned brrl 	 a. to"d~ 'Same 8S above." " 
, I: ' ,') ';' < :, ,:,:,:

,The ~:1sposal formula must be be.s'edL:UP91'L:>, ,',:',:<' 

ciirepjtlves, which cove~ secllrl~1eB c,atego:r~~~d";, ,', 
as to, ownership (above), method or,acqu1$1'1;~on 

:by prle,sent holder (lao,ted, 1l1ega1. purchase"
:,etc.!), and use to be made of thesecurlty tufu1 
«rep~'rat10ns, IOCR, restitution', fore1gn " 
:'exchange, etc.) I, " , 

I '; , 	 11]1 , : ,~ , 
'I: 	 I' i 

i: II'! 
Il,j ,I ' I;' I 
"Ii -,' ,,-, 'I:1' 	 I' " 

'I 

, 
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: I 

,, 
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ill,"I ,', 

'" 
 3002'1.3';~ : 

I 



I,' I,lLARCHIVt:S 

REPRODUCED AT THE NATI~ I b j" ,'" ~~, , 


NIl fllllll~, rEO-" - , , ! 

, r! ':':O£GUAKS1F \ 
\' ':. i~ 7f'DS£,Au~m .J I zm\ ' 

D., :,1 tU.AA Oatel~~ ;
\ "'" I"J , 1 '.,: ; 

I, ' . '.,'\\~~;-~--!Il' 
" I: 

,,: " 

'"1 "Ii' , . 
B. SUb3e~t t& r.J~rtlngo1' German~nteres~.:~ :I 


:,b •. fQss,ble lUgt~,buti~Sln ot 14ne :6 or ,.box'r~k;ii:i~'
. ...~, ~l .,". ... . . 
i 1 •. Further alloc8Jtion ot '0 share of non-identitiable ',' . 


seeu1'1\t1es to IGCR Fund~i ,(A~SI, suggeste.:i in l'lX~88~66 and ' 

wx.86619) ..' 'fl";...,'.. '.... ,.: ...., .. ' 

, , ,,2.,. Al1ocat1o)1: ot ~: sh8reo! non-ldent1f1a~le,' .' , 

securit1es to oountries !'whose cln1ms are, not fully satisfied 

fro~ 1~ent1t1able securft1esU ' ~. I , .
'. ' ' t" " . .' 

sucoeeded ~n r;~~m~!ei~~:~~;~~pi~o~l~~ti~~~wn(~~~6r,ve . 

: 4.iJlooatl0n: of J1~curlt1e8 t? gOn~ral nparat101)11 . 


,! . , • Secur+.t~,s~, ret.,~ned'for use 8S GerlYA,brelgn .' 

eichenge to 'pay tOl""'fDlPorts .1,1 


f' , 6~ Seouriti~~ ;ret~~nedunder internal re,stitut10n 

i.:

Prbcedures•. , ' ':'" "\11;1' " \ , .. I, 
1 I' 

I..a.J· coriclU9iOri:.i~L~.:l~;.~ '1\:;'1 
, 

I,: " . \",
" r 'I 

~ '1. The status;:ot ~qs direct1vesand Control' Council 

po~lt1~n, 1s not' Bdvunce4ilto ~he pOint where a ioomplete d1spo$al

formula can be made f1rm~ ~;1 

, f' , : . i.;.j .' . "'" 

III 2. It secur1t;es .re dispose(i of on ,8 p1ece~ealbasis ' 
, 

(such os to IOCR), other'thal?;1 restitution of l;ooted and sate- . 
keeping.,securities~ beta,re, t~~ whole ti1spos1t1;on tormula 1s firm, 
di~ficu,lt1es and contrad,~cti1g directives are !expected. . .' 

,. '1I . :, . 
, .' 3. No s~curities should be released: untIl. the US 


1nventory l1sts ot· all 8ecur~:tie8 uncovered 81":&· prepared, and 

until r'est1tut1on claims::have i, beencheck~d agalns't them.. ' 


" .' I; '.\il ...,', • '!' , ' , 
. . ,; 4. W1threspect, 't0

l
' the Foreign Exchange DepositorY,


the '8ecuri ty 1nventor~ ha:s· not· progre9s~d far enough to know 

in det8,~1 what is helo.. Ij' j' 
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"~ ,1i, :1 ARCHIVES 

i REPRODUCED AT THE ~ATIO~~L ..... " ~::"-:-':;'''-, , 


1\ '~.1 :,-.I.,~jb·t:@tA.. .' "\' \I", SI'FIEO"
1,- ,"1 <'

',:,: . [I N 'il..l.' '. 
A...thoH~'I '1. : '. '\ . 

,[. 

I
I I'\l.l. '. '~. ,.... • J11I?'. ' t1: ,Il-- II 

.j \~: ~~Da\e_ .. '~~ 
[ 

1,,; 
.1 t-,- ...... 'O';---Ili:l 

.. ,: ,t-I' I 
, !;t 

.1 
..~1 .Part V , 

',! ,Ji'I'!: 
. . . (;11 ~ : ":, 

.. , .N
'. ,V.. freci<?uf} i.:etals ::,j 


, 1 . ii , . ' ! 
 . 
6.. lIeld by. the <]{ore'le;n :j1xe!!I;.iul;e £€lL)dsi tory ..' .., 

. i t\ I ;, i !.;~ '.: ~.:' . 1 "J ".'1' \ 
1. '.rile ]'ore1sn I,Exciuilng(l, .J)eposl tory' hold~.',\miirlY~'i tons', of 

silver in bllllit¥,n i fqF,m, sifiEiller :qLlant1ties ot::':!e~~~~qial. 
silveL' t blso sil'veL' Ibrna:nent:::l, utensi:ls t shot I .' tiUb~a •. '.sheets .. 

" . 
! l'lt.tinulil,· .l?£di(~~illai,lliridii.ul1 a.nd rhodlurn are alsobe,ldin ' . ' 

" rei0tivei,y slliaLl', qUD!ntitieu·. ' 
. ' , , ' . .~! : 'i:( I, . ;. .,..:, " .' .' 
~ .! ... ~.~.~11~ ~;o llr'~~S 0;1 t.ne se '1,H.. ill;:\. L.i as al llle.tal,.s: were the 

rL.l.O'brion 1:1 tdi.lOill;;l .ulunk vai'.i.oJ.s, Heicnsbank. brl;;lnch$s 
j) U;C;USSil (Uer'ili;.Jn:;~ille l~ling compbHY,), H0GE~ (Ger!~aIll()ot .. ' 
cler..rlflG 3t!,;e~x,.y;)J CO[;lcentl'ution C3:fiVS~ tb~ac.hea, MG..Law 
)2 tint! lA:JW'·",'31.;:": t: I ' ' , . 

, iJ 

\ 
\3. ,'Lrtlctiica~l.Y ~t~b.l' of tilt: bu1110h hee been previously 

j inv~nt\)rie(j, bU'L; rwtl'yelJ recorded ontlwpresent books, . 'j 

(jno' if; now conttiincG rin ,sebl,ed cuges ~i thin 'the vaults. 

4. "l'lJPI'OXill~iteliil\ 21 ·to.n~lof: .l:.dlv~r bullioh ha~ be~n 
rele~sca on b. lcil.:m bU,si fl t.o tho Germull econoalY, through 
v.ilG ljroat~!' iiess,~. I" I· 

I' .'b. l{efercnc~s, 

,i 

1 WX-rl!j141: l: ,1..1, Jc:t; .45 
2 S-2<)22Ll- !2~' Jc:t. 4-5, 
:> WX-85965 -' Vee. 45 ,'< 

'L~ 'k~X-9j226 B ,;jar.: 46 ('a~alnendE:Hl) 
5 WX-9356'/ Li" I 6 Ju;ly. 46 

6 ~~i-8'j212 11 Nov. 46 


. ? ~U~-85682 20 Nov. 46 

B GG-'IJ83 ::1 :\I!' . ~.:.S Not ~ 46 

'llha cables coritatA few specific refel.'erlcss bynaUlD,' to" 

£ precious i!letnls. :: liower~.r·, prec.lous !,uetals are believed to'. 
foIl wi tlun tne, s'cupe~llof Sllcfl geller-i:.;J. t~eodings as 

" ':. :ii.\ ' .. , 
f , . . f'l. 1 

tlvoluobl~,: p6r~om.d 'pl.'.:.)pertytl I' . WX-85G82 
, ',1 .::1;\., , 

:tother g0~qdIU, ltvciilCiblBB ... ~,motel'ials ••• 
pl'c>pe rtYI." • " }i '. ; 

"VUlil&ble'~I'I' ,11\' L WX-'15141 

j I 

, 

, 
'f; 

':}'
,.: . 

1 ',; I', 

. '.;'" 

" ' 

I, ' 

I ~ 

',' 

'I' 
 . I 
I' i 

\' 
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I, ' 

,,"
'" 

.' .~.I 
I 
I , .:'; . 

,. , 
, ,I, 

I 

c.: 	'lhscussion , I. . ,'" 

L Gold bu tlian, «(liscussed in .l'ert :J), ,is exoiuded 

1'toUl this title, sihce it will be disposed of Und~r<'tl;l,e 

"qo,ldl'ot

ll 
,
• l, ',';',; 

;.: 2. Coins, (discussed. in J'art 11.l'C;uI.l~enciesJ~:,:a;~\ 
'e~cluded from ,this ~itle,since it is be~ieved,th~y:>wfl1, 

be disposed of ClS currencies. "" ':, ;,.:. ,', 


i~~ ", 

, , II." " , ,', ,,;" ,


.3. l'L'ecious,netul!.i, fuLling under~;~X-:85682 (deflriitton ,
I, " ','


of; non-Illonetb,ry gul~) t, in the for,".1 q~ rin:ga t jewelry, .tabl~-
wtlre, scrbr.; tuble'/ml.'e,denLBl g()l(l, ':lnbots resulting frow 
'" 'fl'~' 't' t i [1:;' ,10" Il f', ~l ,::, l' 'I,~, '" C,' j C)]' \'1':' ,: c' l" "1 "c'· J 'C' " 'C•. ' i l' n '\' )C1I"t 11" Non'...... :~... . ~J. ,~l'...,..~~ ...,_,. vl ....· ~,~i ""tJ ~ I:.l:t u .. , .t .....).1 .~J,)\o.o~•.• '" •.. 

:,.;o'ne~al'J ,.it).l<1., wi 11/: ~e \l(~ Li.v c,('~~,~i t,';J~ Lb,e .rn tieX'.:.-\~~ve rumento),
'.I ::Liiill1. tt 0 E! ~Jn 1((:1 uge e i5, Hl (;~) :iip 11<:J UG (: l'i,J. tt} \'j A-- U5682 ~ 
, , ,:j: "i 


it. liu hi ,wh±'&rl'l'it'D neither Ili;>ne t'::.II'jI i::;vldrtor"""S'o..;..called, 

, 	 'I"",""

non-j~Onet3ry gold.,~hould be included. lmder this t1tl'~;, of 

2I.~eoiou~ "ietlJls. (Hefer .I?Elrt I: PUI'fi 5-6-'1.) , ' ' "" 


: ?_ i final dij~poai tion Of(~[}y' Ij~eC~'OUfl lJetclaNo ,,' 

pr.ovl.ously taken in~o custody h3S been illLd.e. ,A loan of 

L.b,0I.lt ~·l tons of sillvol' bul1ioil hGf3 been·: '!lade to the Gerlllc.m 


,!
I 	 ccunolllJ (21toJ1u i'romli'.1!..D. anCJ'c:;,'tons'under iAG i~w 5j).

~Jt'urtlnt; ill the neD~ future. PL'(:C:L Oi;~£j: ;:let~clJ.G fal1ine; under 
,\t...;..e5Gb~~ will be I'o!10tiSed"to l.liJd. ,,' ,

1 ' , 

~. r' j : 


: '6~, J~ pusic co_nber't' (of .I'll\'d~H) is tho t l;he use of. 

"pr,ecioll~ metCtIs f'()~t'! p~r:poses 'vf, e~t~rnDll.rest.~'tution and 


if repHrtdil.OnB he. s pr~orl. ty over tn(nr' usc for i l.nCinGin~ 


II imports. (Hofer Jj.) ~ 'Itw ~;ltot;(~ Lapt; j)!,;JI!Jused 6 JLll,Y J.1,6 

, ", . ......_---,

) thL; \i () Li',l(;!I' prE)c i(.iu.s; itHo) t,,,d,!:i WlC()Ve.J:'G(J or re<.:el ved IlUder 
'1' J..:%t~i,)3, siwuln be deLLverGJ to li::.Ui, for ~;iis·tiI::ibution ~;i s 'I 

!i r8bbr,,, tL)11~J, excerrt;11 th6\.; i,lonti:fi,,lule' lu()t;ed lots l:lliollld 
I, b(J:' rcnti LlltEH.i:--r~ifer L~)'. .. In v tev: i l)i:d,lis conce't) t; [i!1cl~. ~ I 	 '. 

Ill',} p,);;Ju.l :U; j Ci lh3 LLqv(:d t; iw L(;hc FC;]. i.c.!;> \\:llii1 rc specli tu 

t; il'U lU.S l-l() 81 t .llHl drj~I'e(;l Q ll13 ,[Ie Lt. J. ;;; (~~:;t;u b1 ir:dw' s t tw 1'011 ow
iIlL D!'(1el' u.l' ,r.'l'iorlty; , , 


j 	 , ,I; ',,' , 
I 

I 	 I 

'First',:, -:-, ~"'oJ:!irest;i tut;ion pLlrJ)OSOs
i
!, Secon.d ~'i1!'ol·H rtip~ra·tions ,Pl.l!'poaes I 

"l'hird -, 1;10~finC;1nciniS iml)O;r:ts I I, 

'1-	 ,1~ovitJions I:fOr'th<i: re8t~tution o~ i(1~ntiflab~e, " 
lobtod lots of precious metbls'sre contul.Dod in the l.nterl~, 
l'd;\~iti(ltLHl (ii l't:cdl)v(:~ (\'~A-85ij6?lnrlJ 2 i.;) , which '~';L")viue::; . 
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t~at, -"D. IJther gO(Hls, voll.1<;loltH':i .....flbtierials ..... alld:01iqe;t;''::,.. 

pro iiert.Y . found in s t()~'agt~ 01' ,ottJ.el.'WiEH~ in: bulk f(fru(. and <' 


i~ent;ifieLi as iwvi:n~ beer! .i;.wiJ'2d vr ,~jcq.J.ilret1 in aoY! wf;;.y' . ' 
. 


'0:) Uer';'H.Hl~ frU;[l united Nat,~on.s, (JarinlJ, Gcrlr~vn iJccupatlon.'\ . 

.oll<...llbe restit:.rted ),' u}.i\)n· co,aplirifWE; with' procedlli'sl ,', . 

,l'cqLliruiitCnLlf.. J t i5' ,b(~ U {$vedt.i:w t t:n.1s clttch~Bll.par8,:",· 

~l)c:.ph wo uid inoluael:precio u,s mettllB ;bnd . t;)'w:t thtu;'e:f:ore .... 

" 


sli.fficientb:.A.l:it101'ikV~. in dil'Hctl. ve :[':;)1";/1, 'exists :f'or:,the 

l'QBtil tLlti";rl of pi'ccjJ:ous iiU:!ti.':.l~l. ." ,~'eptlL'ul(;..e dLrec'cive' 

co\v!::l'ine rtsl.iitutioq, of l.OO\;t;C~ ,i:,rf:;:c:i.'Oi.t~i iaetols isunll6ces": 

su,r'y.. '111t: st;<.; t\..lG vii' cV:;i;;.s ,td ~1.t:wLed 'l1'E::ci()us metals; is . 

,ulku0wn. j!. -----, ",. I 
 .. 

J ' 

B. lU•.Jhll'J;;.'l' ;,j-2t1224 we b~:lievc tiil(;: IJD6Ulflptiop that " 

the proj,-'osuu interi",' r~stiliution d1r:ectivu (subnequently 

l'e;ceiveil <:..ts ~\;'..-8;}:;)b.5) exclu.ded silv'er 't)ullLH1, to have . 

beta erI'onc;:H.1s,;~J,~ l,tiho fJ(ivi(;eth~,t; Ih:' si.;ivGUi6l1ion, " 

sl\ould lH~ I't'H:ft'rt;Jl;(::-(~' un \,; 1 1 :LnV{-1UGi [;;11 tL)'ns Oill;side GermeulY 


.we.l"'8 UlI;iip10te<.iBilu J:V";,L'011 p,),Li.G.}' ~lntcl·.i1.ifled., was yropeL'.
'\ , ' I!' . .. ' .'.' ," . 

, ,', '). ,Vii tIl respec y; t~ thupro}>O?~1. f,rom! the &ta1.iej)~pt, . ,',', 

.(Hef(~r 4) t th<:.i \; un:ve~t~tutedprec:Lous motl:!ls. be deliv~red ; " 
t(J l.;.i·U: fur repUrlJt~Pll purpose's anti 'smull~'- amowlts acqliired 

~ .~. '11. It is oeliev~d that r€isl:iltution' of· precious, me:t;;ols, 
~to( Itoly t Hun~ary "A;l:lstri<.i" Humanih, tJ.l!d.l"inlano.,isprovided. 
~ 'fo+, in \';J;-':)')226. TO!~s coble also sp0c1:flcul1.y. excludes the 
I} l'e~,ti tl.lt.i.on ~d 601 (J, Ii secur.Lt:lIJSG:.n\J (!l.wL'tHlcie s to thpoo 
;J coJl!ltl'itm rv) tll~,t; tbi's 8~;pect tHis iJriuen .for toei'ir$t tl'll € l 
Ii ' in,' t,'h:l£j report in t ll~ dl BC..J.:::;f:iion of p,ree10 olf;) me tLls. ) . 
,~ ': II' .' , .,, . ." I

112.. '~'4hile the }4.:.~·is.i.tt;tJ!<;)r·ti.tions (;o:nier'enc,e specificallY 
disposed 0;£ u.ncovel.'etl gold via the IIgl)ld pot·t theory •. there ' 
is" no record of Dny '9011aideratlon.bGinf; g~ven to ,the dio
1}Oflbl ()1' rill prec.ioills IIlt...tL.J:::: Vih -. rd.:ll:Uor theory, i.e •. 

~dtel' u..tt-ul'f nato dE; IJS6(i to flrwf1cc: iULl:,O'L'LS, 
t f ' 1 l1" I ' ",. ! b 'f' 'J' 1 " C?ill:.U::lU, , . '1',)" U,,,\J ~:.. ~~ i,ill:dd can., f.! .:.HlCl~. I , ~ 

1;llt4t cnese p:r'l)j)osuh" wl.llll.lt(;~r oe receJ.veu l.Il 
Jirectiv8 i\:.r,ii. I; . ' 

. l,j. .Hased un thelpre.t;;ent i~fo.l."motio~, : the 
o.f: Q .foril,,:!ll:l for thel; diaposi tion of lJI'ecJ.olJ.smets.ls 
be; in the i'ollowints ,forin; . " . I ' ,.I: , 

,t1, 
, 

I 

i'agoj'''~ for .lforiHula for, ~a$position
f 
~ of .i,'recious .•ietail.s ,'\ 
! 
! 
tl 

t -_. i;' 
l .. :) 

I 
i 

i, 


I 
; ., ' 

1 . , 

ii, 

, I 

I, 

, ' 

"3 :I,D i) 1 r"1 ' 
\" ,;.,., .L • 

no sub6e~lu6nti 
1S 'probCo b1e 

proposeci

estublis:hment .. .
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I,I{:'" , O~ALARCi""VES ; 
I REPRODUCED ATT::'E~l:~l, j? lId" II""""'~"";;~~: 
i;r"t'I!:;~E&l.A!iSlflE!f . ... \ 


""" I I\.Jth~" ·"J.cl.N/2 72f~S£ . 

INJ OIlL/". ''',-'Zk1\

';i;;\\~:'tL~Datel~~1 ',' ,'I,' 

"r:,J I 	 I" , f 'III' """,,i,',,:,'"" :::!l,~' ~ --:-r-	 . 
r . ; " . . :: \~'~. :' .!)::' 

, f: ' it:, ,:',' ,,",,' :+;\~j
"Qrmula, tor pi,po.1t19A EregtoY' "lfetIJ{:

',' 	 , ", I' ", ' 
t" I', """" '!i"" ,IPreo1du,"metals'unoovered in 	 ' 

QermaitY at any" time'" : "I 1 
i' " 	 ,'I; ,, 	 Ii'! ", ' , \' " 

: '. ~Preoiq,us l'Iletals reaeivedun(ier 
, , 

"Law 5],' prior tc;) out-o~f ,dBt~ 1 "'" .. 

Large I~ots or' p~e~101~Srni~t'a~s
recc1~:ed undertsw 53,afterl' ~, 

eut..oft' dat~ , I , 1: ' 
,I 

Snl$lll~ot8 o£ preoiousi '~etai8 
r.eoei~'ed ~er LaW' 53 ~fterl 

cut-o:trt, date ' ,~,,' , "1',' 


~':':" 
" 	

I" 

i·' 

. 
I' , 

Total 9t prec10118!metall 
"".a.,!~,~~~18tor d1strlbU~1on I: ' ___ 

jl: 

D'ltr~byti9D', ~ 
I 	 """ , I 

, a. 'ld~t1t'1edl()oted prec1~us 
metals returned to" Un1ted 

/r ~,~ under, WX.S5'965 i" 1 

'h. 	Idl~~t'itled looted b:r~e1~Us' 
mei~:a18 returned to, Italy, 
Hup.g~:rY, Austxoia, RltU1an~a, 
Finland underWX-99226 I',I; , ' ' ,,:,' 
Tot:: a1 Rest1tution i ,: 

, 	 , ," Ilc. 	 Preoious metals delivered 

tol; lARA tor reparations :' 

pu~po8e8 as propo8~d WX-93567 ~ 

ii," :' i 
Total Reparations " , l' ,~ ,
'I:' " , .. :' 	 ' 

d.' 	8m~11 ~ots ot'precious ~etal. 

re~elved under', Law :53 .a.t;ter ' 

cut:..;.dtt date (SaLle 'au Ll'ne 4) 

to l:b8 used by KG, td ~1nence, 

1m\iorta ',I ...J-...:
I" 

r- ",Ii ,':!, 
, i,' 'I, 
TotalF1nance i ,Impol~ts ,I',I!' '" " . '; 


Total D1str1but10n i:
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to (Jer.llan 

, , ....,, , ,
i I," 

, " 

: 'j' 

the, eatubliahmeot o~ a, ailver pot t :plstipuw pot;';:eto)< :to, 
, b~ divided betweenl;clail~ntcoulltrie ~ 1n: a pro,p(;)rtio-Q.'<,:
bttsed' 00 their losses. 'Since exact l.lldiviauaLresti'tution 
of g~ld to "looted qo:untries wUf) not recognized'p:DY:':'.E.(d6p,t~op"., ,':' ' 
of tIle IIg,?ldl'ot" cpncept, it is not ,clepr why qtb:er,/Lllet a l.s , 
such as 5l.lvei' und h)l~tinum are to :be restituted,'~to.';;indi~,' 
v,~dul;ll losers rl:ith~;t,' thbn on £; grouplosSbaslS~;;Itj!iwou.1d 
/:ill,pebr UlOl"~ equi liaq;J.e, in all cosec ,thut~ where total ¢ls'1rJs" 
f9r C:.l j)l:'l"'tJ:cul~Ar pr'6cious ;uGtl;.ll excoea. t,he actutil, quantity. 
oJ.' thut :nc't<d uncovered in Ger;nuny, thon' the metho4of, , " 
satisfying '<;;111 cIc:d,rJle:nts is 'by r., distribution ofl, thatloettll,' 
, r ,,'. " ' " " 
l!l 'pI'Ol)Ol"tl.On.to 1(;):660.6. I 

""--<-.,, ,I, : ":" 
13. Under, U pro'poaed directive su.bmi'ttt;)d'~o,th~ Control:' 


abuncil ret£urdint:<.; disposition of property of Nsziorganizs.;,' 

t.}.on6 (fJ!nN/~~,.C~\~).Jlt.v2 -,(;0HG/J/( .!l-q) 2eT Iit*£!~ precious

metals, ,if i.riclu.J(-:d, th(fl'e:.mder I.V(hlhi btl r~l 'se, 

.i.,pnd G'oVeI'n;llent~i. '1,1 t l~jj)')~.if;:i,i.)lt~ 1/h;; tll:he ·Finboc.e vivision 

wbultl :f'<Jvorthe u.tilizci.\;i':Hl ,o:L1J11vc:c wi;thin Gerumny for 
c'p'il:nercibl .tiUl'VC-H:le~\I,; Pl'OI/ idCli tt iti cltHired of pri')r- ,clf:lilQo. 
However t tho:L~e is a'ufl'ici(;;!nt leev:a,j per~'n'itted the ~one 
Ubiu:;I~Jnde!' under .Art,~ V11J topeL~:ni t witilholui,ngof precious 
l1I~tf~lo from theope,ration of thi s pr0tJ0s:ed pUJ(e.r, in the 
event contrBry dir6'ctiyes 3re receIved from Am~AH.' . 

,: " If ' 

I 14!, ,It is, Ilride*8toO~.( j~iel1lo- Bennett>":,:) 9.July ·Lt6,:,.,~ , 
"00111iuents onStatu6 of :,)1.1ver") thatthel J;.GCR:wasse~king 
tQ eniarge the non"!"monetary gold, fund 'to: incllide silire~ 
Dnd, other precious 'Illetals token from the ;J;;i in Ger!JlE,i.oy. 
liowever, sinc,a the:l}On~Hlonetar.Y gold rill 8 been since defined 

, ,O'v)i-856B2)., and. wo :feel thtltnone 0,1' :the; bulk silver in 
: l!'ED 'falls under it ,:L1IJOn, application o,t' t'eats (stated '.PG.~t 
, "J,.:'~ru 9 this HeportJ, s\lch dlsposit 1011 oi"this silver :is 
! improoE:.ble ~ , 'i 

I" 

'. '. :. 


it : 

, 1., Alltho~izati:on for the restl'tu'tio!l of'pI'eo~'()lis\41etal~' 
e'xists in diroctivi:h forln. "~" 'i ,',,' ,':',':":""';', 

, 2. '1!ne 'd~SPOS~l of precious metals ~ot' re'~t;,~~t'~:d/.is, 
only covered oy EfO:l?0~H:l~, illdicuttn~,'thij:tthe rfl8jor portiQo
will be Llsed for r6p/;irntl.on~ and I,;i ,s:m,:tl.l! ,oortionwil1 be' 

"o:vc.ilDole to finance LUl)()rts. ' 
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I ;"Am,sterdam,Netherlands ;1: . ! 
, iApril 26, 1948" I.. 

Despatch No. 35.," .'!'"
"':,n 

, ",'\'., 
I. :>" " . 

great significance;! of the:,;,pr"qc~sses. mentioned in ttte memo
randa, the personal dange.r,:in ,which, Paardenkooper might· 
find ,himself 'if' it': become's!':known that 'he ,has furnished this

I ~ ~I 4 f,~.' '. ' I 

information ,to the,"Consu:e~te7~Ge.neral,· and his desire to . 
safeguard his,own' 'financ:i;,:al'jn-y,erests ,.Paar.denkooper, has. !reouested that:the'; informatic)n'/contained 'in his memoranda . ! ..and thesourc:e· of;the in.f}p~rt1~:tf9n be' kept :confid~ntial i 

. and that the 'D~par!tment t;~~;ke~tn?yactio,I1.:'1hich '",,?uld disclose, ,Il " the fact that It has rece;:lved lnformatlon on' Slebel ts 
i 

I. .•' plans for the :imme:~iate ~~t~'~e'~:~/ '.... :,.,' . '. . 
1I, 

, • • - .J ••• i: .' : I~ '.~.~:. . :~~\~~~ ,.' :.~~2-_ ; ::',,' 
! PaardenkoQperl origilJ.al1y",calle;d at': the Consulate 

:' General on April .9', 194$,~~t,oIi;inquire, .about,~he ::;tatus of 
': German patents,: in:1 view9.J:' :hls.~:b,elief:,th.at· all 'patents 
:' owned by Ger:man na:tional9,::'.W:Yt~e·;:~iabl.e tQ ,.seizur~ by the 

',',." occupyingpower.,s ip Ger~§l;py:~"': +,p,epepa,rtment:i,s>respectfully 
reque stedtoprov~:dethi,~t.,:o~fi'c·,~: with .suf·ficier;tt: in~ormation 

. . on patents f~r'whl:fh Gerrq;:;tn.\~a~)~onc?-ls·· appl.Y~o ',perml t a .. 
,general 'explana~iop of, th~'~. ~:::tatlls of such:>pa.tel1ts to 

Paardenkoope~.·. None OfS:l·:eb,E?.l tiS' processE!$,ha,ve,>"yet been 
", patented but;';he.p~~~ns.to;71pq.;:Y.,~,~1'~~r,at::l~#$t,I?·6rne' of them as 

soon as possible. II. ;l;;", ~':;\, ,'!:;'.' '" '. " ... : ,.' , , . t, -,,,,,., ,}. ',' "Y' , ',' . 	 . 

.. <: paa~de~~o,;p:e~I" state~»;·#.~;t:,ih1S;'m9tive.,\"i:r:~'.Su~PIYing the , 
":,';." Consulate G;e,F,1,e,:;alj;:vith d~~ta:!J_,s '~i9,f. ,the:e;Pt~o:i;;ta~ion-arrangements 

, .is to' assure:.;a; 'flow of inTor-mat'ion: to :the;,!!United".States for" . 
security re~:{3o~.s. :UBe' wa,§~~a~~e.q:~wh~th~r,::;h.i(:p,~l,i.;,e;v.ed he' might; 
recei~e ,fiIla,I};p,.~Cll·'I~ac~~n&)'\{tIPPl;k~he;l.u:I1:i,:~\~,q,{~:t<i,ltes-:,Governme;nt' .•.. 

:for hlS,. p?-rt1,Cl:'pat,;.op,. lnr~il1p:~!F:e:X:,pd-p:).t~,t;~:~rf~9,:f,~;',~h~, p~ocesses; '., 
'.:.; he replled ':,that:"hel,~ would':~i;:;tp,~,ep~:?,:su~h:(b:=tck;lAgl;:,,'lf,I:,the Govern-.. . 
;', ,'.,ment felt th8:ti t .~us,t ,c9.ntrpl :';the; pr(),c,e,I?~I:?,es,:<p~t, that he· haC!., , , ,i, 

. amp~e fund~ ·t:q';in~lest :in :1~h~~{;er;.t.erpri~e·~".:<:Jne',~imit:edinfor,":":, . I 

matlon aval~able ,l'~ t,h~ v.;lS?:~~1;flJes :·()f:"e-trq,9;:,off'l;,C;e.on . 
:, ' ~aardenkoopl:!: :and,:on hlS :,:.\,f~~,£ler:~~.Clnd :,mo;~l):~~\:s;t+g?es,t!3 that he:; 

. lS a re,spon$lble p,erson 9f".someL.wealth,~l"":,:,:·" . 
:f • , ' " . \ t'. ,):~~ .:;.l.</·~r~~ . ,:}?~> .,:: )..... i.' '; ',: .,. ' 

.'C ' 	 The. cOfllP~ny· w'{1ich O,~,to~:~wari~,s to. .'£;orm"( se,e E;~closure : ' 
n,' . ,:,. No.2) will,; have a!;tb~alJ}>ca~italizat'ioqJ,o.t:r\"Fl'~ ,lOQ,:OOO.. ':, 
!k~' :: I' ;'. (Fl.,l •.OO e.quC!-ls, a:ppr:oxi11J~at~JY ::,~O. 3..$),i~i):'p'a'?-.Iiqel1~9o.per will "',l' '. 

W ': be allowed',t,o ,parti'cipate/t9$,th~. extent.lq.t;;~4~%~", :O,tto is. ,,' . 
; 
i 

.,,If. '. ".,', willing, acc:,ord.ing:~ to· Pa~rd.~'rkq~per ,!"·.t,o,',l ~'E!1:J:\"~4~:~,:.J% of the .' r t-. "':A~ company· (if.:~i'1~,{iS,!:,formed·~\\f."tQ'.J,th.·.e; h:i,.ghest.~ ;;b~".a9..,er::;, regardless, '. 

JI: ~, .' :".. . of nationality,. :" Ih thisII,~co:tlBegtion;, <P.[1ar:de.Ylko,op.er explained'

I:: .~\ : ,:'i, that' he ha,d,';,:,b~.e.r: sput?htqiut,~~a,s;~:. part;i,~ipP::9;t>'.h~"c.ause of his :,'
'r' '~O"" br<:>the::'s posltl,Onj wlth t~~·~Pu "P?nt· de:;;"~.5~?,Il!:9uI,?,s ,Q9mpany, "/ 

I;' \\' . '. W~lCl1 lS 10o~_ed"'llp;on 'as C).;:·pqteI1;,t_::t.al):~}J..Y.e;.T~;'f9,;f,:<~om~ .ofthe )':

\11.~\ ",./::.Slebe~: proc7~·s.e,s. :,:!; Otto ,c::,t1~~~:~~a.,.rdOl:.~. :~,r;(§lr,~"con~ciously :.::, 

~~.. ,,' .'.:i:: ere?tlnl? "a?.qn}pany: st.ru?t,..u,r.e;*1~:hwl11C.,,'2-~~i'qf:.:l:::w~11.have onlyc 


. "\ii:' . , ,'," ~ mlno~,?-t~ :,1,p:t€!res~ .... S15;b~:+t~.c?-p:par($l1t)f;y,:Il;',S';',wlll~,ng· to ,enter:; . 
. "I:~' , : :.': \:lnto sUc4..'Cln}: 9-rranpementMP,eF~<E!~;. he::tr::1l!9;r;s;,:~qtt~"~,, , Although',. 

. " :',' b<:>th Otto<,a!;l<;lp,a~r.;den~ , , '1:~~lz~··;~'11~~:':I~;J"E(1Jel';.9an a;t. any .-.:' 
',' tune st,.PP;~U,p'P;LYlqg' s:u . R~:rY~¥'lJ,::yJ~'l:,~jt~BJ:on4"T asset, the, t,' 

\. proces9,~s,.:;:t?ey::"be,iLJeve. " ~~t. p.r.~·9.:e.·9.i~~i=?i~·;w;n~,ct, will.· becom~:, " 
''':,'': compa~y:;:;,pr·RB~r:.t'y/,a;y, the, 1;'~~1;Ll;::\l;l§\.:v;~~!·,c,R,YlS1Q.,era1;>le. value,'" .' . 

'. '.":'<'::';,,·and,..can~:·b,e-'~p,+~:~.~or an f;?,F, in·.:,~e,~.?;~,~~~,;:,:o,f:-:;'t,l1€? Flo 100;99.0 .... 
:" 	 capltal.l~at19Yl, •.:' " Vilst ,e .t;un,ct~qn>,yva~ .)ne~ely to ..,,:::.... ' . 

br,iI)g,~9g~,J~)}'~T,~~P~:·:P~vid~:~be+·:Jgr..cntP:;,;?.!l~,~i'~~ardenkoop~r'" , 
, " :.::.< ,', ~.J'..:.;:\.. ,,~ " . '1' ., ":':!t:::",::;,~,~,;.:,~.: ': '.:':, . •.• •Will· . 

'" ·\r;:( , 	 ' ) 

.', ' 

. ;'.' 
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,I: :'~;')::';:i . 

. 'i" ·-;"Ir: ~~' ~'~~:'- ! 

',\'[i11 be frozen cut' 9f the b,orr;tpJn~,tion as ,spcn as possible. 
The que,stionas to ~hether,;,:pay1d~: will be ,allowed to. prcfit , ' 
from the enterprise has no~y~t<'been' <;lecided by Paardenkccper,
4ndOttc. ,:':::~,'~,~:' i ,,' I" ' 

, , ':,( , 
/: Otto., according" to. Paq,rcl~,I.1kqcper" exer't1s,a strong 

i', ,'~nfluence cver, Sieb~l. Ot't1,c':'J~:whc,wants to establish himself, , 
L 11" in some cther count:p;y thatl..;Ger.plan,Y 'gecause he fears a re
, ~'f surgence cf Naticna~i"ScciaJ"i§m}there) ",wculd like"tc enter!;' '_1~' ',the United States for perman~n,t "r:esidence.' Paardenkocper 
;, ,t.l}l, :believes, that;',ifOt:toccul'Q.;pbta~fn an immig~at,io~'f visa, he ,': 
:.,,; , 'V :, ,',would' persuade, Siebel to a'C'company him,tothe·United States. ",<" 

': "t~ ~O"," <"The Consulat~';Gener~l woul'q.',::ap,pr.e"c'iate",b,einginformed cf . . :,~ 
, 

',.':: 

!:', 0,," the possibill,ties these" tw:qGgrman natJ.onals' have cf receJ.vJ.ng 
'~ -immigration visas. !: In"parJic,ti.1a:(, , this cffice would like 

t, ~~ ",'to know whether" if:l their ,Rre,§,~n,ce ,in th~United ,States were 
!~ ',: advi~a?le be'c~u~e qf Siebe~}s,:i.i~scA~ntificknowledge, the 
:,:provJ.sJ.ons of '"VJ.sa ~upplem~~~'{'~p ,~,o Chc.\pt'er'XXII ·of the 
i .:Fore~gn ServiceReg1flaticn!~>col';llg~; be waivedeyen 'lfthe ,:b" ,applJ.cants were found to b~;:aJ::t-eI3s 'Whose 'eIl'trywould be preJu
!,,~.',dicial to, the "interests cfJ;:t~,~:Uri;i ted",St.~t~,9,., The ,Consulate' 
! ,,'General desires only general,:::J'nf.crmati'pn:on ,thi,s, point; an 

,<advisory opintop cnlf,the, sp;ecitfc;{:yisa'Lca~es~,cf Otto and 
',i ',~Hebel is notbeingl'I'reque,s~;~~~,~:,}!;" :, ,I, 

". " . . -, '. ii' .;~'): ';: <~~\" : :~r:,' , . . 
,,', Paardenkcoper l:las, tcldt:D~yids and Ott,o,:that he will not ~.~. 
:,inve~t any mon~y' inri,the p~9:jAs':t"imttl,he)l19-S'been.fu'rn~sh~d '.": 

" "detaJ.ls of the prccE?sses J.tr'~"the :form of ,complete, descrJ.ptJ.ons 

Lbeen" jand chemical, formul'~e., . He,\ha~L.Pr:omised>that'these details:',':' 


,,",will be furnished wren. Siel?e+;:~rer.urnsfr~m Ge,rmany in about 

': ,,' one week. He ,has promlsed:"'.tQ,.C',supply the Gonsulate General 


'With copies of all~ocuments;furn,ishe,d tq, hi,m~, including a 
,copy ,of .the scntrac~ whichVSrebe.1,is·suppps~dto sign with 
,,-representatiyes cfrthe, Brc\~J,l:~,a.n)~,Gov,ernm¢rl:t,;.':while·, he, is in' 
,Germany. Paardeq~cRper, do~s'~'p:o:t':>kn(Jw tpe ,exact contents cf:' 
,this ccntractbut presumes <:that ~t cpp't~:i;ns[plauses under , 
which it might,:be'nhllified,i'if~' necessar,y/ <,He believes the 
, . '! . ',,\J • , ..~ I \ ". :' , .' .:j' :,') -,' . 

, contract will be signed in':,Berlin'; although"he ,is not cer- \ 

. ~~.' " :,tain of this",fact. rtlf, it ,is:,?'ct;)signed "in.~erlin during the ,', 


" ,: next week, he ,believes that<.i:t~:,wi-llbe"s:igned: at the, 
:' '" Br<;tz~l:lan Legation ~n T~e ,,~ag~~~.· \Paar,de~kooper is of the: , . 
, cpJ.nJ.cn that the BrfitzilJ.anJ,,:,Ooyernrnent:grpupinterested in: 

,':,:::the, ccntracthas,:cO~nectic:r::t,'s (,Xfitl:it(!Br.a~ili'a,n:Ccmmunists; , he 
says he has reason tcbel:i'e.vet~t~ftt Otto~, a:nd'Siebel, while 
,they are primCirily ~nteresJ,ed.~:;j;in:',;;;ma,king mcney:.out of the ;n' 

:processes, ~ould,pr~fer tcl;;;~ax\~. tpem ~J.Cp;U:cit,.~di by Communists , 
, cr a CommunJ.st 'government .;~y'It;,r wa,s ,poJ.nt,e,d' out;' toPaardenkoope~ 

':,:,' ;that if this 'were true, i t~;,wo';q.ld~:.ha:ve:,'be,~n' f:~r." more reason- " 
,. ,,';:, able for' Otto and :.Siebel tq.~:h~ye}a.pproacr.red"the Russian 


,,', Gove::nment -in:t~e f~rst inl3(~~,I,1!9;e.,~>,PaClrct.e,nkooper,lwas not 

, 
j' 

convJ.nced by,thJ.s ar;gument. :5'~:: ,:,' , , ,', " :' , 
t, : , " ',' I:' ',./;:-;,':::I!{' ,'::;:::" "', ! ' ,; ': 
! 

," 
Paardenkooper qtated ,t;.hat1;::he:::intenq.ed to show a 

reputable chemist the chem,i!caPformulae'to he furnished,to, 
.1' ,.' 

" :' <.!:Lim. Hewill:a:ttemRt to d~:(a:Y~',h:i;~~'~nswe'r7"t'p:Davids, Otto 

",: ~.find ~iebel abcut, jotning tl;i.e!llj:;i::d.n:'~:th~, pr.oj:,e,c;t:.':p.s long as 

, ,possJ.ble ,to., allow tlile' Consulat,e, GeneraL to', communicate with


: . . 
"J., 

;" 
-",', :' ,the Department ',:aftef the formU:lae'r~"have' been'(rece:Lved. He' 
. .t' 

, .... ' > i~ willinf? t<?,'~o~loo/. any in$~r.\~c~~}o:ns', :the 'D,E?partme'nt ' may 
, ,. ,:-nsh to gJ.ve ,hJ.m thI10ugh :t11.~,~;Q,9~§1l1a"te .. G~n.eral. 

. • •• The:,,;: .' ,·t: J~;!Jjr~~;:"T, .' •. 
," 

" .': 

i ~PiFIB:SPl'1?IAL-j .".~ , , .. 
I 'i -" 't .~"l' ~ ,,'" ,'" "',: .'; ... ' ,1", 

_;~),r,I,.,~~~~:i~1~~"__:"~ ,F.,' :',.J '.. , 
,\', "" . 
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Amsterdam, Netherlands, 
April 26, 1948, 
Despat~h No. 35. 

'I,. 

F 
",:, , 

" The Department::is respec,tftJ.lly reque,sted to instruct 
'the Consulate Gener~l, on ~he':i~ba~is of information contained 

'in this despatch,' what course:, to', pursue ~,n its relations .' 
,with Pa,ardenkooper.t Altho,llgh;:\the whole project maybe, a 

, , 'hoax on the , part, of I~Davids,!~\an,d,::qtto, 'or. e;ven on .the part 
': ,:of Paardenkooper, t~eproc.~,~,P1e,$ :may" be:,of::,such great 
:;,importance that it yio'l:lld b:~J:';pnef.e,rable fo'r: them to be 
~American-owned. ',' Si~ce PaB:r;~e,p.ko.oper may 'at any. time be 
faced .With the nece~sity of:' C9:~ftting hi:mself to an 

'.:;trrangement with Otto"Da'f~d$iXan~L Siebel" it is Of the, 
utmost importance t~at. thej:.po!lsl\l;ate; Gene:ral receive as 
,soon, as possible an~ instr,}lPFJ,on~ tlte,Dep~artment may desire 

;, ,to transrni t for the!' guidan~c'e':,,::'qf' :thisofft~'ce' or of Paarden
kooper.Ifit is decided ',that',: such ,instructions are not 

" 'appropriate a negat'tve' rep',iy<'i,:,s respectfull.y,'requested. , 
'r', ,.;In either case, it ishope'd;':,tJJat~::the·Depart1llentwill ' 
.,:/' ,:repl~ ~ to ~2,;i:1~~~e~,u~:~t ,for, ins,tructions. 

'\ ' ., I! ' t'.;',' :W:~.',' l'/f 
: :', I 

':': ' 'The status ,of ~erman ,;pat'ent's': and . the: possibility of 
;Otto's :and S1'ebe!' sl~receiv'i'r1gM:~rrm,ligratiihn visas are subj ects 
"on whichinformatiolfl is' no,:t,~.s9.:iurgently ,r:equired. It is 
.)lOped, '" however" that the .:O.ep~I).:t~'~nt' s tel'egraphic instruc
.tions onirrunediate action .to,·o·e.-taken in ,this matter \-lil1 

, 'II '. " . ., ~:. '. " . ' 

.~be followed ,a9. soonlas:: pos~iQ'+e. )?,y qirmai1, instructions 
,;, on the patent· and v~sa que.~,ti:9..n·s,~'. ' 
": ,,' • j [, '~c":·)'t,~l:, '>;:~" 

,:,',' ':', ,::t\~e,~pectf' ~,rs",'," n"n'
, 11-'('" "',.,,.,.:.;. ~ 

:' , .... i: 1~<~!f\;r A~~~t6t/CO~:~lW~~~~~~1' 
,En(C1o~~re~emopmduml. "The ;~·~'~~{ac,~iori ~f"': 


.', ChemicalnProduct,s'(~ro~Woodn,,' :' ,"~' 

,', undated (ca~' April~~19, 1948J;; 


2.}lIemor~ndum~, no titl~,';'~:'uI,ldate4,: . J'~ 
(cp._Apr~l 10, ·..l9~~) :5:·: .:~:; ",:, 

. ',', 

, 

, 

" 

:-'.~ 3-. Memorandum,' I~Inven:t;;+ons,~by Dr.', L ',:' 
~, 

TT' S b 1ff d" ( . . ' 
11.. i e e, "un,Cj.t,~~~", :~,a.: ',' 

. Apr i L 15 ~' 1948 );;~(~;":;}G'.,::,\, : " " 
,"' :,-

,. 

.(All memoranda. ~:prepar.~,~ ~:P.Y "Lou~s,J. 
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Enclosure No.1 to D~spatc~~No. 35, d~ted April 26, 1948, 
from Americall COl1sulate';~Ge~,eral ,Amste'rdam , Netherlands, 
on subject of nE~ploitat;.ion~of Chemical Processes Discovered 
by Dr. K. Siebel~ GermanS~ientist'r, File 854.

Ii ' i,,'. ,':(::,' .',' i 
RE: TliE EXTRACTION q}l' OREl,lICALERODUOTS' FROM WOOD. 

----------------lT~-------~7~~---- -~-----~----
i ", 

I' , .. :,i" t :;L" , .'1 ' 

I: ' 
A territory of :wood.s ~n a: trol?ical or sub-tropical country can 

be used as a base for raw'materials to be ,used in the following plan. 
, 	 ,,', I', ' 

Typico.l of the project is, that not a one-sided use of the vegetable 
raw material will be mad;, tqjiPl'oduce a fe,';' special products but an In-

I <'. 	 ,

dustry,which Inakeouse o~ ~ll the raw materials presertt, f~i. also chips
I, "', ," 	 ' . 

will be establisFed to ~nu~~cture ~ll kin:ds of products.lfurther it' is 
of great importance that,'~,the',6upply lof. other kinds of raw materials will 
not be necessaryj~, The pl~~t,~ill' th~rofore be complE;Jtely independent 
including the supply of ,electrical enersy. Naturally with the terri-

I!"'",'·',
torios of wood ,d~sputod",·1.1~ tFop1cal jungle, this is of I(.reat ,economical, 
significance' andl' in most,~:cases d~cisive for tho ocononw of such an in
dustry. ':' ~5("~::' . 

I :.. 

The establishment of such an industry vlith the obj oct to use the 
j: : ,'. . 

r8\'V material of an exist ins piece ,of jungle shovri3 about the following 
picture: ii., :\,.-,' " . 
I. Conking and cIiara:oal. " ' 

I' 	 , , 
.\. a) light and fenvy oils py:,'aspecial'alkalinous coaking process ,with 

imporant in-crease' of' they:iold; . 
b) Acetic acid, ,\cetone,'/;';.Mothylalcohol, etc.;

I ' ... , 	 ,
c) Heating gaz for tho, JlI',Oducj;ion of the J:}ocotlsnry electrical energy 

and heat (~team)' i: :;t',~' ", _ ' 
d) Syntheticgasoline::thr9ugh gasification of the charcoal and the 

cr~cking of the hov~~/'9il and~tarresldu. . , '. ' 

It should ilbe 1l0tod;.'i~~~ :for thepx:o~uction mentioned sub' I 'the 
entire waste wo01~ bUSh~t~,~..;:~Wlll be' utilized. 

II. Extraction of cellulose;';c 
1', ::?: ' ,\." 

Wi tIl an eye on the~apl?cialities of tl;Le different kinds of wood tho 
oDening process ~1l1 be alka1.~oUs one,'partlY combinod with the chlorine 
caustic soda pro~es8.Th(r:,fo~dations of this chemical process are krlown. 
However it will ~:e pOSSi.~~e:li~,o produce cellUlose in the planned wo.rks 
much cheaper than before~, The'necessary chemical products such !;IS 'chlorine 
and caustic SOduirr1l1 bo;;:.~rq~uca'd -by.; the ~opel' electrolYSiSplant~ For 
tho production 04) tho ce+.~u+~se:willlbC us~d ,,:ood,sodi1LTJl cl1lor~deiand 
electrical energJl:.The fina~p~oduct8 of thi~ laaking aro cellulose, lye, 
hydrogen und lef~. over cl}19~i,ne::', :. ' 

. Except the !nlain prQduct,: cellulo,se, two or three other produc:ts wJll 
bo obtained whicli; may bo,~use( for the manuf.acturing of the products mou-

I, . ,[ ". ~I' " , I

tioned sub ,c) and' fd). . '~" ':r.'" . , . : 	 . 
. j;.I.- ' . 

III. 	Ex:trnction o.f iroll~wd'er respectively :steC:llfrolil iron oro and \18ste 
products con;taining:iron' bY,aapecialprocess. . ... , 

."'. I';,' ,"i ' .. ., I 	 " ',;I, 

.' This additio~a.l prod~<?~.;.on:,'(spO~ia:l description if wanted} wi,llof 
course only ,be: pdssible if. iron'iore will bo obtainable not too far;away. 
In most cases th110 will be' possll;>le bec~uso with the new ateolproc:ess also 

. 'I' " 	 , 
,very inferior ore can be,:,utilizod without 10so of yield. ]'or the reduction 
of oro ";ill serve:: charcO~:1,~'8ak:r!3SidU and to extractopecial superior steel 
distillationgaz and hydrogen:;' . 

~ " .. ,".:;~ . 
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'I c 0~r~ No. 2 to s ch • j5, d~ted April 26, 194~, 
'I from American Co~sulate General, Amsterdam, Netherlands,
I' on subject of llEXploitation of Chemic~l Processes Discovered
i by Dr. K • .5iebell: German Scienti st If, File 85Lh 

" 

iAbout one year ago, through an advertisement which I had 
put in one of our papers, I made' the acquaintance of Mr. M. VASTENliOUVI of 
43 ,Scheldestraat ,AMSfi'El.U.lAL1. At the time ]11r. V' ~ acted as a representative for 

1 

a Dutch manufacturer of gin. He vms selline this Bin to the American PX in 
Germany. Knovv'ing th~t I would go to Italy for a year he wanted me to sell gin 
to the American troops in Italy. 'l'his not being IIW line no deal was made. I 
left Hollund an returned in December 1947. 

ITen de.ya ago I received a telephonecall from Mr.Vastenhotm. 
He informed me that Ihe was in tocuh with a famous German SCientist who '\Ims 
in the possession 04; several Lighly imp?rtant'inventions. We made an appoint
ment to meet in tOVln. Mr. VastenhoU\'J brought along a certain Mr. DAVIDS of 
AJlIBTELV:ill'J. The latt!:er I had known for 8 10nl2: time bv name • lIe vms the leader 
of' a fighting group I,of the resistance. After"'the Lib'eration he hunted war cri
minals and cOllabor~:tors.This took him to Gerlill.:tny fairly often. illr. Davids 
told me how he had met in a camp £1 German sCientist, whose inventions were 

" jl 

very interesting. '[t, had taken him two years to l<:r;ep this urofessor out of the
I ' •. 

hands of the Allies iand to convinc,e the Dutch' Government that it v;as im-por
tant to import the prodessor into the Netherlands. l!'inally he hnd succeeded. 
'l'he two most importapt inventions of the professor were manufacturing gasoline! 
(salne quality as the

l 
former Lhlll\fA 1:IEFiKE' used to make) out of ywod and extrac- : 

tine; steel from iron. ore without meltinB the ore. A South-p..merican Government 
had made very' attraqtive offers to the scientist and H contract might be 
signed any day. They" wanted me to offer the inventions to an American company. 
I replied that I woUld have to meet the professor first because I could not .

I, I 

make any offers ....li th:ollt knoning much more. 'l'hey agreed and a few days ago I i 
got a telephonecall ithat they would all come to I!W house the next night. (Aprili 

, I 

9th). I ' 

I Hr. Vastenhouw arrived in advance of the oth~rs.In the 
mean time I had checked on both gentlemen. Mr~ Davids is a tough guy.Durinf!,)·

II - -" 
the last months he l}as been employed by~ a cOD]D.ercial company but he is still 
on t:.ctive service as: a llsecret agent" of our Department of Justice.Ilis comnrA
ny is also trying t~! sell goods to the fmlerican P.X: in Germany. M.r. Vastenh~u'.'! 
has been a member of' the Stadrf of Princ e Bernard.As I don't think he is of any:

!! I 

further interest in ::this case I will not entol' into a description what this ; 
mee.ns. Before Mr. De.~vids and his scientist arrived he asked me for' a small 

, I 

loan of F. 150,- v/h~:ch I refused. I told him his request for part of his com
mission was rather J2remature. Er. Davids arriv6d in due time and presented a 
1::1'. otto. 'rho latter, in a German who hos come' to Holland in 1942. He immediate
ly took contact v/itl} the resistance (i.c.Mr. l!e.vids) and gave useful informa
tion on the German plans. Therefore he was allowed to stay here flrst after 
the Liberation.Late~:,in August 1945,he was arrested for d13yortation to Germany. 
His friends managed !.to get him out of the camp liJ\,nmmOSCH but at present he 
is I here vii thchit a permit and without any papers.

I: It t'lrned out that Mr. Otto was the old friend of the 
Ge:eml'Hl scientist. Later in the evening they gave Ille the name. It is Professor 
Dr. K. SIEBEL. He uJ'ed to live in the Alllerican zone somewhere near Karlsruhe. 
}Jrofessor SIBBEL usJh to work in the Kaiser ~lililelm Inst.1tute,Borlin.Then ]''il'. 
otto started explairl'ing about t he inventions ~ncl his and the profcGsor's plFms. 
Ee showed me some dJscriptionH and repor·ts in I Gerrr,an. On our next meeting, . 
l'uesday 13th April l{:e 1'fiE show more dotUlnents. The professor himself had left 
for Germany to sign ~ contract with the' BEii3rI.IA.N Government.Ee '\iJill be bG.ck 
in a fort.night. Mr. otto acts as a kind of "manageI'll of the Siebel-genius as 
the professor like niost inventors is not conrmel'C ially very intelligent.

, , 
:tie is a difficult mO,ll to deal with,only interested in his work and one hundred! 
percent anti Amorica:n. ri!r. otto nants to found a DUTCH holding company. The 
professor will recef~e 49~ of the shares and .Pr. Otto Ttmj~E '1-. This company 
will become the pro~+ietor of all the secret processes known by Profossor Sie-. 
bel. j:u.so the right~; pf Siebel in his contract with the Brazilian Govermnent, 

I 

I 
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'l'he Brozllian deal accordine:. to Ivlr~ Otto, is as follows. Professor 
Siebel, fana~ic~llY I:a~ti-Americnn an~ under no circuIllstanc~s prepared to giva 
the use of h1S 1nvent10ns to an ,Amer1can compan,v has been 1n touch for a long 
time with represent~tives of the Brazilian Government.'rhese ]:'oople, said also 
to be very 8nti-Ali1e1~iCan have agreed to' ftu'nisli the professor with 4-0,000 
sq. miles of jUL'1g1e I'in Brasil to make Gasoline out of wood. 'rho terrain has 

"been f'ixed,it has been surveyd even by geologists to see if there was any 
iro ore LaroWld.'l'hiS Ilwas not tlie case bu't they' found uraniwn,which find is 

I:
being kept a great ~ecret.It has only been told to Professor Siebel so he can 
start thinkinG hon ne could make use of the uranium. Plans for the factory 
have been designed ,tith German "Griindlichkeit" and everything is ready. Tile 
Brasilians have agr~:ed to put thrEle million dollars into any account the pro
fessors mentions to I:be paid whon the ga,soline; starts flowine;., , 

. There is jone condition. The Brasilians want an experimental plant 
in Europe first, eitll01' in Belgium,Holland or Danmark. For this conch tions 
different reasons a~e being e;iven.One is that: the professor does not want to 
leave Europe YET. l~other is that it is much easier to get the machinery and 
laboratory invento~ liJ~m then in Brasil. Here the machinery can be ordered 
in SVli tzerland and S~'Teden and tho experimental plant could be l'eady in a re
latively short time~: 'i'he experimental plant will be financed by the Bras11ian 
Government. Another I,rac;.son given is that the J?rasilians want this experimen
tal plant as far awa'y from the U.S.A. as possible. 

One of the toughest job in the worJ.d today is to get the permis
sion to enter from a;ermany into the Hetherlan9.s if the applicant happesn to 
be a German ci tizenl The professor's "Ijlanagers" regard it as a definite 

1/ .. 

proof of the. extraordinarily capacities of Pr<;>fessor Siebel that the Dutch 
Government has giver\. him the permit to come to Holland and stay here.Accor
ding to }"Jr. Davids"hlO should know because he:arrariged for this,it took more 

ithan 18 months. prot,essor Siebel has a})peared: before numerous technical com
\\ 

missions also one special commission 01' our famous technical university at 
DELI,"r before the Goyernment decided he vms important enoUf~h to bring to Hol
land. Professor Sieb,ol' s inventions were never discussed (not in detail any
how) but his knowlc4:ge of chemical science wa? tested. Finally the Dutch 
Government consented because they expect the inventions of the n1'ofessor to 

I, -, 

be a very inpol'tant Isource of foreign currency. 
Mr. OttoliiG fully prepared to collaborate with allY nation as 10nIS 

as there is a chance for him to establish himself as a rEgular citj.zen. He 
is coming to see me iagain on April 13th. 

. I: 
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En(~10sUl.'(3 No. 3:..·. ( :3':?e belo1,-, for coml~lete 1'e rellee) . 
I' 

HE: INVllN'rIONS BY r' K. S I E BEL. '.. ' 

Dr. K. SIEBEL, 0.1' present living in :SOlLINGEN near KARLSHUHE has a dis
tinguished career 1 

~s a chemical expert. In 1939 he had been invi ted to 
England to ostabli'sl1 a plant for the extract'ion of ironpOi\'der respectively 
steel f~'om ore wi tbout mel tine; the ore. He has never been a member of any 
political party IJn~,during the war, was under Gestapo observation.At the 
request of the Dut:c;:h PROFBSSOH J.nC}B'LS, a prorl1inent member of the "COM1,GS
SAHIAi\.'l' GEr:IEWVl.L VOOH DE NEDEllLJ\NDSCIiE EcoriOrdSGEl~ DELf\.N'GEl'I IN lJUITSChLAND" 
Dr. Siebel was grahted u visa for a visit to; the Nethralnds. The visa was 
valid for one triPI: only. During his sojourn 'in the Netherlands Dr. Siebel 
appeared before sejVeral commissions, ono. of chemical eXTJerts, to explain 
about his inventions. The members of' the Corr~nissariaat Generanl, f.i. })rof.

I 

Michels. and Lieutenant l'~OHS'.rEH (Office;FrankflU·t) keop impressing the fact 
I , .' 

on Dr.Siebel that ~le can only be suved by th:e Dutch. 'iihen Michels is in the 
Netherlands Forster takes over. r.rhey keep warning him against the Americans 
who will tl:lke over~thing away from hil:1 witho~t ~ny compensation. As a result 
Dr. Siebel who is got anti-lunerican bu,t only' deadly afraid ,does not dare to 
make any move wi ~'rut the advice of bis Dutch friends • 

.:Ernst Jacob O'r'l'q, born 22-9-1903 in DUsseidorf acts as "coll''Jnercial ad
visor" 01' Dr. Sieb~l. kr. Otto came to liolJJJnd in 1942 and imIl1ediately es

" tablished contacts:,with illegal groups as a result of which he was condemned 
I, 

to death by tho Gestapo in 1945. He l1l8.nHged to escape and a fev! vmoks later 
the Canadians ente~ed holland. His request to. stay in Holland h8s been re-

I'
fused on trIO grounds. He has entered after 1:940 and 111:18 been a member of the 
N.S.D.A.P. Mr. O'f(tb CDn prove that his membership was at the request of his 
.18\'/is11 friends. Jrll~ Department of Jus~iCe will now recon8id er his request. 

J.E. VPJ~ L~Tl~,J\Pollolaan 69,Amsterdam. i During the ¥Jar Mr. Otto met 
Mr. van Li~ten and: gave information on tlie G~rmans to this man. 'rhe;)' becl:lme 
friends and Mr. Otto promised Van Listen that I:Jfter tho Vial' they would 
exploit several imbol'tant German inventions together. Throuch Van Ligton 
til'. Otto drew the bttention of Professor r.:ichels to the person of Dr.Siebel.· 
iihen in Holland Dl'l 

! 
Siebel stayed VIi th vun Ligten. The latter refused to 

pay his share in Mr. otto's expenGes e.s aBreed upon. ]'urther,during the ·I';"o.r, 
!lir. Otto,8lVlays afl~aid of being caught,handed many valuable pictures and 
carpets to loire Van:Li;:;ten. Some months after' his return he was informed by 
Van Ligton that, unt~ortunatelY, tLese valuables had been stolen. Mr. Otto 
noV! distrusts his former friend but clung to, him as the only Dutchman vrho 
knows his whole hi~tory and can vouch ·for· hin. 

1\. few days ugh Van LiBten called 'on r~r. Otto and told him that wi thin 
the next fortnight Ihe would go again to Germany ( so-called attached to 
the Con;miDsariaat Generaul) to talk viith Dr. Siebel. lIe also explained that 
the "Koninklijke Jl (l{oyul Dutch Petroleum Company) was interested novi and 
plans to start the: "Siebel-p:!.'ocess" on SUM1\TRA.. , 

Enclosure No.3: to Des ch No. : 35, dated April 26, 19~.1,~,
Ifrom American Consulate General, Amsterdam, Netherlands, 

on subject of "~xploitation of Chemical Processes Discovered 
by Dr. }:. Siebel, German Scientist ll 
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Basic Policies and Problems ,I , 


I "' " 

The qffice of Alien Property Custodian" was established, by Executive 

Order Np. 9095 on March 11, 1942, to exerCise certain powers under the 
Tradingi~ith the Enemy Act of October 6,:1917"as amended. l During 
the periqd of actual hostilities the primary n,sponsibility of the Office was 
to vest and control enemy properties that re~uircd active management or 
were needed in the war effort. Other activities of the Office commenced 
shortly ~fter its establishment included the representation in court and 
adminis~rative proceedings of persons residing behind enemy lines, and the 
vesting :or control of certain properties, chiefly patents, of nationals of 
enemy-?ccupied countries."" • : 

The scope of the Office's activities was sub~tantially enlarged during the 
monthslifollowing V-E Day. In May 1945, the Secretary of State; the 
Secretary of the Treasury, and the Alien Property Custodian recommended 
to the iPresident that the Government vest and retain all German and 
Japanese enemy property without compensation to the former owners by the 
United:;States. To implement this recommendation, the President signed 
Executive Order No. 9567 on Juneo8, 1945, authorizing the Office to vest 
all'typb of property in the United States owned by nationals of Germany 
and J ipan. This order extended the Office's vesting area to include cash, 
bank ~'alances, credits, investment securities, insurance policies, and other 
kinds of property of nationals of these two countries that had previously 
been ~ubjected only to the freezirig contro,ls of the Treasury Department. 
Mean»,hile, in accordance with requests of the Department of State, the 
Office';restricted its programs relating to the vesting or control of property 
of na~ionals of Italy, Hungary" Roumariia, Bulgaria, and the enemy
occup'ied countries. 'i " 

The' termination of military operations brought to the forefront the 
problbms of disposing of property held bY,ihe Office, particularly property 
of na;tionals of liberated countries and other nonhostile persons. During 
the fiScal year an amendment to Title III of the First War Powers Act of 
1941 ramending the Trading with the Enemy Act, was enacted as Public 
Lawi,322, 79th Congress, approved March 8, 1946. rhis law clarifies the 
authprity of the Custodian to return property to most classes of foreign 
nationals who have not been hostile to the United States. Determination 
of die ultimate disposition o( property ve~ted from enemy nationals awaits 
furtner Congressional action. ":" ' 

It .., ' 

II 
I VESTING POLICY 
I: I 

oTlie vesting policy of the Office of Alien Property Custodian is substan
tial~y unchanged from that re~ort~d in: theAnnual Report for the fiscal year 

I The original functions of. the Office were 'more fully defined by Executive ,Order 
No./9193 ofJuly 6,1942. The World War I Alien ':roperty Cust?dian's functions were 
transferred to the Office from the Department OfJusttce by ExecutIve Order No. 9142 of 
April 21, 1942. ' 
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ending June 30, 1945. Irl general, it.is the policy to vest all property in the 
United States belongi~g to citizens of Germany and Japan residing in 
enemy countries. In ,~ddition, the Office vests, under special circum
stances the property ofGerman and Japanese nationals residing outside 
enemv territory. ]he!!Office also vests nonliquid United State~ assets of 
nationals of Hungary, IRoumania,. and Bulgaria unless they were acquired. 
by such persons subseq~ent to December}, 1945. , 

Under the Office's ipresent ves'ting pOlicy it is "estimated that there is 
approxim~tely $11 5,QOO,0?0 to ~15?,000,000 worth ?f vestible property 
in the Umted States and Its terri tones that has not yet b\,!en vested, plus 
$41,000,000 worth of!yestible property in 'the Philippine ISlands,2 During 
the fiscal year signifi~ant changes in vesting and investigatory procedures 
resulted from the expansion of the vesting program by Executive . Order 
No. 9567 and from ,tq.e reopening of comiriunicationSwith forinei:ly enemy
held territory; ther~fore, thissubjed is ,treated in a separate chapter of 
this report, (Chapter II, "Vesting," pp. 15:-24). I 

I 	 . 

Changes in Policy Quringthe 'FiscalYear ' . , 
Three important fchang~s in the. ~esting polity of theiOffict!' during the 

fisJ:al year related to the tr,eatment oL(l) property 'of Hungary, Roumania, 
and Bulgaria, and ,~ationals thereof, (2) diplqrmitic and, consular property 
of Germany and Japan, and (3) property located in thi:Philippine Islands. 

In the fall of 1Q45 the Department of State requeSted' the Office to 
refrain from vestih.g any property' acquired in . the 1Jnited States after 
December 7, 1945; by the governments and nationals. of HUligary,Rou
mania, and Bulg~ria (exceptaccrdions to property so owned prior to 
December 7, 1945) unless special circumstances required stich action. 
The es~ablishmerit of this cut-off date was designed to facilitate resump~ 
tion of trade bet.J.reen the United States andihe three countries affected. I . . . . ".' . 

Discussions wer.e also held with the, Department of State on the treat
ment of Germa~,;,and Japanese diplomatic and. consular property in' the 
United States, ni:me of which had yet been vested by' the Custodian. As 
a result of these. discussions, an agreement has been :reachedwhereby the 
Office will vest itertain proPerties owned by the; G;~rman and Japanese 
Governments ,a~d by German arid Japanes~ nationals that,are or were 
located on the ipremises of or' controlled by. German and Japanese eIT.l
bassies andco~sulates. These properties' include, among other items, 
about $3,650,090 in United States . currency found on the premises ofthe 
German emba~sy and consulates.3 The Oepartniel1t of State,under the 
agreement, will'retain control oLthe German Embassy in Washington and 
of certain oth~r related. properties.4 Several classes of diplomatic and 
con~ular prop~rty of lesser value are reserVed for.'future decision. 

Prior to thi(fiscal year, the circumstances, of w<ii prevented the Office 
from operating in the Philippine. Islands. A vesting program in this area 
was begun .in~January 1946 after the estabHshment of a branch office in 
Manila. (Se~ Chapter X, "Philippine Program," pp. 134-141.) 

r 
2 Gqntrol ovc~ enemy property in the Philippines wagtransfe~red to the Philippine, 

Alien Property, Administrator by Executive Order No.; 9789 of October 14, 1946,' 
amended by Executive Order No. 9818 of January 7, 1947. 

3 Vested by,Vesting Order No. 7496 of September 3,"1946. " 
4 This decision was implemented, by Executive Order No., '.9760 of July 23, 1946. ,I; 	 ',', /. ' ". . . 
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Summary 'of P~esent,Vesting Policy 

,I," • " 

. The presenf vesting policy of the Office of AI~en Property Custodian 

may be surrirtfarizedaccordirig to the treati1!ent ,of major classes of foreign 

governments and nationals as follows: S , 


1. Governments of Germany and Japan:-All property is vested, except dip

lomatic and tonsular property not released for vesting by the Department 

ofState. :: " . , 


2. Citizens !:of Germany or JaPan residing. in enemy countries.-With rare 

exceptions; all property is vested.· .~,._ 


3. Citizens!oj Germany or Japan residing in nonenemy countries.-Property is 

vested only if,the individual acted for or on behaIfiof the enemy. '. ' 

. 4. Corporat,;ons, and other organizations organized under the laws oj or having 

their principaf;.placesoJ business inCermanJi or Japan+-In general, all property 

is vested unl~ss it is owned by religious, educational, or charitable organiza

tions. Policy with respect to property of corporations and other entities 

organized u~der the laws of Gerinany or Japan but substantially owned by 

nonenemies :is now being examined in the light of possible agreements with 

other countties for the settlement of inter~custodial problems (see pp. 13-14). 


5. Corporal'ions and other organizations organized lunder the laws of or having 

their principa,l place oj business in nonenemy countries but substantial(Jiowned or 

controlled by: I nationals .of Germanp aTul Japan.-During the period of actual 

hostilities· r,foperty.' of such, organizations was' vested. During the past 


,fiscal year ~uch vestings have not ordmarily been made pending the reso
lution of int¢r-custodial problems (see pp.13-14):' , 

6. Covernbents and ;nationals of Hungary, Rouma~ia, and Bulgaria:---Property 
of the Governments and natiohals of Hungary; Roumania, and Bulgaria,' 
of those tyPes vestible under Executive Order No. 9193 is vested in accord

. ance with la policy essentially the same as th~t applicable to, property of 
nationals of Germany and Japan, with the following distinction: property 
acquired .i,n' the United States after December 7, 1945, by such Govern
ments ·ane;!; nationals (except 'accretions to property so owned prior to 
December;i7; 1945) is not vested unless special circumstances require such 
action. .i:: , . ' ,': 

7. Coverliment and nationals, of Itafy.-Although property of the ,Govern
ment andI nationals of Italy was formerly vested on the same basis as that 
of'the go~ernments'and nationals of dtht;r enemy countries, this policy was 
abandon~a at the request of the' De'partment of State shortly after Italy 
became ~: co~beIligerent. At' the present tim:e, Italian property is vested 
only under unusual circumstances-for example, when laws'on reciprocity 
of inheritfince are involved (see p. 130)., " , , . ' 
. 8. Governments and ,nationals .of other countries'iNo property of other. govern
ments or;: their nationals is vested on the ground of nonenemy -foreign 
nationality. In rare instances, however,'the Office may take action against 
propertyipf a ,resident of a nonenemy country, even of the United States, if. ' 
there is substantial evidence indicating'that; with respect to a particular 
piece of!:>roperty, l1e has acted for or. on behalfof the enemy. ". 

It is e?Cpected that in the future the vesting policy of the Office wilthe 

modifieq., as required, for consistency with the, peace settlements with 


6 Prior '~o pubiication'of this' Report; it has been;decided not to vest any propert~ 
acquirediiri the United States after December 31,.1946, by,nationakof Germany (ex
cept accretions to ,property so owned prior to December 31, 1946}, unless special cir- , 
c,umstances require such action., This modificat\ori of vesting policy was made at the 
request ~r the Department of State. . ',' , 
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enemy countrie$' and the resumption of trade. ' To assure such consistency 
the Office cons4Its regularly with the Departments of State and Treasury.

'/1' " I 
I' . ' . . 

ADMINISTRATION AND UQUIDATION OF VESTED PROPERTY 

Administratio/ 
Thr~ugh th<d1issuance of vesting orders the C).lstodian acquires ownership 

of specific prop~rties. The Office's next step is to obtain physical possession 
of the prdperti~s, or if stock and other intangibles are involved, of certificates 
or other evidences of ownership. Thereafter, the; administration of most 
classes of property is handled directly by the Office's staff. The principal 
exception is going concerns, which contipue to operate, under the super
vision of the 0ffice, with their own managements and employees. Special 
types of proPerty-particularly real estate, WhlCh requires immediate 
superintendence in the area in which it is locat~d-are administered by 
local agents t,etained by the Office. 

In the adn;'linistration of most vested property the Office has a three-fold 
objective: (1) to conserve the value of the property, (2) to use it produc
tively, and (3) to prepare it for early liquidation or for sale to American 
citizens or corporations. In pursuing its objective the Office follows ac
cepted prin~iples of business management, supplemented by such controls 
as may be necessary to insure that. the' property is not used in a manner 
contrary toithe national interest.' ; , 

• 	 In the ad,fumistration of vested enemy patents the aim of the Office is to 
make the patents as freely available to AIIlerica* industry as circumstances 
permit. Abcordingly the Office licenses' all enemy patents, except those in 
which non~nemies have or claim interests, to all American applicants on a 
nonexclusiye, royalty-free basis for an: adminis~rative fee of $15 a patent. 
Patents vested from nationals of nonenemy countries are now returnable to 
the forme~ owners; pending return, licenses providing for reasonable 
royalties op such patents are issued if terms are agreed upon by the former 
owner an<;l the applicant. On the theory that the Government should not 
sell monopoly privileges, no vested patents <;Ire sold. Owing to various 
considerations of the national interest, administrative policy on copyrights 
and trad~~marks also differs in several respec~s from the policy regarding 
other cla~~es of vested property. ,,'

I; , 
liquidation and Sale 

I t is ~h~1 policy of the Office t<,> sell or liquidat~ most types ofvested property 
at the earliest practicable time. As ofJune 30, 1946, the Office has reduced 
to cash *total of $87,016,000 of vested propei'ty (consisting of$68,817,000, 
representing proceeds ofliquidation and sale, land $18,199,000, representing 
incomet At the end of the fiscal year the Office continued to hold in non
liquid form a total of $191,944,000 worth of property on which dollar 
valuati<;lns are practicable, plus numerous patents, copyrights, trade-marks, 
and other items on which dollar values cannot be calculated. 

Almost all of the $191,944,000 of non-liquid property still held by the 
Office f,emains in its present form because certain legal, foreign policy, and 
busine~ eonsiderations have thus far prevented the Office from effecting its 
sale or)iquidation. The following breakdown of this figure will serve to 
indicate the serious limitations faced by the Office in effecting rapid sales 
and liquidations: .,, , 

ii 
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$75,820,000 	of property involved in suits brought or expected to be 

brought pursuant to Section 9 (a) of ¢e Trading with the 
Enemy Act.' ' ' , 

46,889,000 of i,~terests in business enterprises in pr~cesspf liquidation. 
31,163,000 of interests in estates and trusts, , 
4,322,000 	of property which was formerly owned ,by nationals of Italy, 

Austria, and countries formerly occupied by the enemy and 
wliich can be retained in its present form without impairment 
of its value. " 

6,685,000 of property involved in miscellaneous forms of litigation and 
pr~ctical difficulties barririg sa,le. . ; 

7,498,000 of property located in the Philippine Islands. 
19,567,000 of ;:property on which early liquida~ion or sale may be 

, practicable . 
------ I' 

191,944,000 	tot;<tl. . .: , 
II 	 .' .. . 

:rhe $75,820,0:00 worth of property subject to suits :under Section 9 (a) of 
the Trading witn the Enemy Act, as amended, cannot be sold because this 
section prohibii~ the Office from disposing of the property until final 
disposition of t!').~ suits. Legislation is now being sought by the Office to 
remove this restriction ,with respect to properties subject to suits brought by 
foreign nationals (see p. 10). i 

The $46,889,qOO worth of interests in business enterprises in liquidation 
cannot be sold by the Office but canJ:>i:: reduced to' cash only through the . 
declaration of Hquidating distributions by the enterprises, The processes 
involved in winding lip the affairs of business enterprises, particularly those 
of relatively laige size, inevitably' require a considerable period of time 
pefore final paYvtents to owners can be made. Moreover, many of these 
companies have substantial assets loc'ated outside the United States. The 
ability of the tompanies to realize an such assets depends on the postwar 
settlements with enemy countries and upon international arrangements 
among allied,apd neutral countries concerning German and Japanese ex
ternal assets. Still other liquidating enterprises are, in bankruptcy. ' 

The liquidat~on of the $31,163,000 of interests in estates and trusts depe:nds 
primarily on tpe processes of judicial administratio)1. Liquidation of many 
vested interest~ in 'estates and trusts may in fact require a longer period of 
time than the Hquidation of properties of any other types. Often the interest 
in a trust held' by the Custodian is merely a life, remainder, or contingent 
interest rathe~lthan the right to immediate possess~on of the corpus. A life 
intereSt held ,by the Custodian may be; of long 'duration; conversely, a 
remainder or!,contingent. interest may yidd nothing to the Custodian for 
several gener~tions. , ,,' . 
. The $4,322i OOO worth of property·of nationals of Italy and of former 
enemy-occupied countries (including Au~tria) has been withheld from sale 
at the request'of the Department of State. Thenonenemy property 'will be 
returned to itS former owners; no decision,has as yet been reached regarding 

I 	 ' . 
property of Il;~tionalsof Italy. .', ' 

Another $6,685,000 worth of property carinot! be sold or liquidated at 

this time for:1a variety of circumstances, among which are the following 

examples: e~cheat proceedings under the California Alien Land Law; 

necessity ,of instituting mortgage foreclosure proceedings; real estate parti 

tion suits; difficulties of prospective purchasers in:acquiring title insurance; 

pending re~'vestigation~ of businegs enterprises, j designed to reveal addi-
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tidmil ~estible' interests;' 'ofirlgmg"t1ie' ~at~~t!~Iii:iesOf vested"~~t~tP~s 
not' wholly owned by'theCustodilin' intO conformity wit~ the p~tent pro
gram approved by the President.6 .' .... .,' ..•. I;·' ' 

TIle' $7,498,000 'of asSets in'the pfiilippines consists' ofpro~rty . vested 
only ~ntly..(See,Chapter. X~':7hiJippine pt'o,gr~m," for ~ description 0 

_ ..,the special problems that thIS 'property presents;) , . II· 
The $19;567,000 worth' of 'property on' which early'liquidation or sale 

may be practicable largely represents'propertiesrecently 'acqJired by the 
Office on which arrangements for disposition are now 'being: made. It 
includes also' properties in which difficulties have been.encountered in 
securing adequate sales prices; credit 'items"difficuli of collection; and 
other assets which, though difficult of disposal, 'preserit noc(implications 
stemming from theirnatuie as. vested enemy pr;:'perty. ' , I:, , . . 

In succeeding chapters of thIS report there Will be found more detatled 
statements on .the administration and liquidation of partictf!ar types of 

vested properties. , ," 
" 

',. . ' Ij 
. ;1· 

CONTROLTHROUGH.SUPERVISION AND GENERAL ORDERS . . ...,.,. . . '\'. 

Supervision . .... '. , . :. . .' :(, . 
· The Alien property Custod.ian has 'te~inatedcontrol oVfr, or. ve~t~d, 

most of.-the unvested propertles'over which he had assume~. supervISion 

.during the war principally becauSe tht;ywere suspected of e~emy own~r

ship or belonged to internees or to nationals of enemy-occum

ed countfle~. 

Termination of actual hostilities and consequent events have xPade unneces

'sary,the continuance of these supervisory controls in mostlinstanc<;s. A 

total of 39 supervisory orders. on unvesterl: prort;rty we,re termm~ted 

during the fiscal year, and a vestmg order'was ISSued m another SuperviSOry, 
case. These actions raise the cumulative totals to 90 termi~~tiOns and five , 
-.;estings out of a 'total of 124 supervisory orderS, . Only}9 supervisory • 
.orders relating to property that h~ not been v<;sted remam; ,m effect. . 

'In releasing' control over supervISed properties, .the Offi!=e has pursued 
the following general policies:' ...... ' , .' :. ;; 1;' . . . 
.1. Internu,property.-If the.propertysuperVL<ed is owned by an .internedee 
enemy 'national; ,the :Ott'ce's action' depends~pon whet~c:~!.~e intex:n is 
released or is ordered deported.: If he IS·released; supervlSlon lS·termmated 
and the propertY returned to the'exclusive control of the: ow.er; ·if he is 

· deported, the property is considered vest~ble~' - . 'Ii -- . 
2. Property oj nationals of nonmemycountrlts.-The property IS released to· 

the' owner as soon as he is,in'a position'to reassume·contrPl.·' . 
3. Properlj 1!iJl7;inalry oWned byn~iumils but suspected oJ.l1IfI!',,:ownershiP.

If the property IS cleared of SUSpICion of enemy ownershlp;-,lt: 1S .released to 
its. owner. If proof of enemy ownership is established,':the.property. is 
vested. : .... , ... :," ..,........ . -p' . 

In order to end its supervisory prog'ram expeditiously; the' OffiCe haS 
made a deliberate 'effort to release supervision over thejpropertiesi,or to 
vest them if the facts' warrant;, as early as .possible. In .some,-instances 
supervision had .bci:n continued for.a· short time to per;:nit the ·.Office ·to 
conclude 'certain maiters that ·were in ·progress or to give)the owners of the 
property time to'make the necessary arrangementdor reaS5uming control. 
Of the 29 sUpervisory eases not yet disposed of, six relate! to l)\isi~ess enter
prises, -16 to .tangible personal property of small value, -four· to real estate 

. <See Ch.:VI, "P~tents;" pp:'·ios:':io7." ::' ' ' ,.: II''' ....:.. 
. I: 
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. and in~rigages; ~nd three to 'patents' d .' .';.
enterpnse cases supervision is be' an. copynghts. In two business 
supervised are closely' allied to othg contmu~d because the properties
I? two other instances involvin b e; properties. that have been vested. 

,vISIon because they: were cont!l1e~smes~ enterprISeS placed under super
occupied countries, ~ery small enem b~/nte:ne~s or nationals of enemy
anrl: supervision may be continued' u~til %OrttY. Interests have been vested 
busmess enterprise case still awaits det ~se ~terestsare sold. Another 
teroce owner, and the sixth involve ermmatton of the status ofthe in

,the enemy interest is valueless beca~a Jarh::e~-o,;n~d company in which 
ments are now being'made for th lse 0 t _rm s Insolvency. Arrange':
and most of the other minor ite~:~t~~se o~ the tangi?le personal property 
. In releasing supervision the Office' un er supervisory control. 
Its ~ction. Upon the termination o}nforms ~n.e Treasury Department of 
subject to the Foreign Funds Contro~uperVIS!(~n the property becomes 
governing propert~ similarly.owned. regulatlons of that Department 

. Although supervISion is being abando d' .It is being continued as a su I ne as an ,ndependent fOfln of control 
, enterprises in which substant~ muntary. form of control over all busine~ 

vision in such cases is released enfmy mterests have been vested. Super
i 
Y 

interests, . on y upon the sale or return of the vested 

f; Regulation by General Order 
i\ With respect to certain types of ro r h~ 'through general orders 7 Th P pe ty t e Office has exercised control
:1 -rights, and trade-marh and (~) types of p.roperty are (a) patents, copy-
i: . persons acting underjudicial supe~~<?perty 10 process of administration by 

;' . Before ,the liberation of friendl co~~" , .~ orders regulated all tTansactionsYrelaf tnes overrun by the enemy, general 
ft. marks owned not OIlly by residents of mg to patents! .copyrights, and trade- . 
l'i of countries occupied by the enem eS-e~kclountrtes but alsp by residents 
~ !ated the payment, 'transfer, or dItrib~:n r y, other ge~eral orders regu
.~ dn ~;u7~n~ administrative actions and pr~d::~~~tt!~rests Jnvolved 
~ eW;t~ the\il:.~~~:~1:c~re-:;:Cupie~ territory.' onge.' to resi
i:i' of the Office with respect toP cou.ntnes by the alhed forces, the controls
'. .. properties 0 f these ty Y 

I 
db' 

;'. overrualn countrIes .were relaxed. During the past ~a~wne h ·persons m 
. were so re axed over certain proper!"! . year t ese controis ..lRoumania, and Bulgaria Regul' ~ 0 natIonals of Italy, Hungary . 

and Regulation' No.1 under Gene~~f~ dO. ~un1~r General Order No.1 i ' 
it permit nationals of ~ese four countri . r er o. '. bo~h of May 16, 1946, 

~. tt;adeN-mark registrations and to licen: : ~tgnPp!,cahtIons for paten~ and 

.; IOn 0.1 under General Order No 5 d .uc property. Regula


Order No.6; both executed A ril . an RegulatIon No.1 under General
46 
\'t erty of nationals of these co~nt .1, 1.9 , rele~sed the controls over prop
t . aCodtl~ns o~ proceedings initiated a~~~~ ~;~:vle~ ~~4~urThtor administrative 

" . m: lficatlons of general orders with . , . ere have been no 

11 Ge~many and Japa~. . respect to property of nationals of 

,, 7 In Contrast to vestiDg orders and's '.' .', . 

<, propert)', general orders may require c~":"'~oedl''''' ",hich refer to specific piece. of 

I . '~r~~~a~~etr=.:{t"~, to '~orm or refrainfr~mPcnons, or pcrson~ having inter<;s1S 

~ for a variety of ot~er pe CustexbanFnot only as a means of C 0acrtylS. bGcnulsal 
~ , ExhibitC, pp. 201-204. urposes. or a complete list·of general or .pcee A ut da. 0
f .' ' ' ppcn .x, 

I I 
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'. I h C todian issued General Order No. 34, 
Durmg the fis~a year ~ e, us, ha in German or japanese property 

requiring pe;sons m the Umted Sta~esn t '<fil; eports with the Office. This 
in their custod~, control, or posse;,s:f d? ss~d in Chapter'II "Vesting," 
reporting requIrement IS more u y ISCU , 
pp. 15-21. . ,

ULTIMATE DISPOSITION OF VESTED PROPERTY 
' 'docee

' Plans for the ultimate disposition of vested .property or the pr s 
thereof require careful consideration of the ng~ts an? sta.tus 0 m~n~ 
different classes of persons having interests of vanous kmds m the. veJ ~ 

roperty For simpliCity of discussion these persons may be classlfie In 
ihree m;'or groups: ners 

1. Cre~litors of the former ow: of vested property. 
' 2.' Nonhostile persons whose property has been vested., 

' 	 3 Enemies whose propertyhas been vested. 

' ". A . F 0 of Vested Property


Debt Claims gal~5t ormer w~ers d'an has consistently held the view 
The O~ce of Ah.en Property usto ~ e ro erty has been vested have both H?uscs of Congress and, on March 8, 1946, the President 

' . -_. ':"--" _that An:!.e:..rc~~c:~e~lt<?:~Lan5ne~y w~~sd~of~har ro erty.··.·If,the·Gus--·, :=-:;:-as~P~bhcbaw'~322, 79th 'Cong.;=2?:Sess. _,_._':"~ '=-.:: • 
' .., "-" -,-a' nioral'rlght,to payment out of. tl:ieprocee Cth debro!' '~he creditor could 

todian had not vested th~ Amencanassets 0 e , 
have collected by attach.mg .the ass~ts. d' sit ion of debt claims was 

A bill to provide a legislative f~SIS for the. ISpO May 19 1944 as H. R. 
first introduced in the House °C epresenttlve,s ~noduced ;s H. R. 5(31). 
4840, 78th Cong., 2d Sess.' Subsequent y rem r. troduced in the House 
A new Bill, H. R. 5089 C79th Cong., 1st nS~s.), w~s In20 1945 and referred 
by Representative Sumners of !~xas °C . ec~ e~ o~ june' 26 1946, as 
to the Committee on the JudICIary r~mt:0 uce Id ermit the 'Custodian 
H. R. 6890, 79th Cong" 2d S~ss.)..~hISBIlldwou'de~ts a ainst the former 

' to pay the debt claims of AmerIcan c~tlhzens. an. r~sI erson~ having certain 
owner of vested enemy property, WIt. prIOrIty 0 p .s 

preferred classes O! claims. d k t debt claims asserted 
. The Custodian will not, however, un er~a e o,~a~ned ursuant to the 
against nonenemies to whom propertYd:-"IlI b~. re ~n "Re~urn of Property
provisions of Public Law 322 (see succee mg se~tIO~aimant is expected to 

to Nonhostile Nationals"). Instead d the de t Ct American creditors oC 
proceed against the returnee.- :In ,or er to b~e st ive notice in the 
returnees Public Law 3~2 prOVides tha~. the a c~ ~~va~ce During this 
Federal Register of intentIon. to re~rn t Irty ?,ys Igject to attachment bv
thirty-day period 'the des.lgnate property IS ~uwrits of attachment may 

American creditors of th~ Intended. return.eeciatn cord full effect to such 
be served on the Cus~odlan, who IS reqUIre 0 ac 
attachments in ret..urnmg property., 
R t r of Property to Nonhostile Persons . .' 

e u.". ~lt of vesting orders issued durmg the perIod of actualPr.\~~rIly ~s aO"~ce holds a ~ubstantial amount of property formerly 
hostl ~trbs, t ~ 'Is 'of liberated countries or by other person~ ,-""ho cie~r dY 
owne y na IOna d' ed' of their property rights m the UnIte 
should not be permanently eprIV h t as vested on the ground now 
States. The Office also holds property t~1 wI' th t 't was edemv

ntested by' American and other nonhostl e c almants, a I rDJ JX 53E, 
co d 
.owne . , " 
----.- d P bHc Law 671 79th Congress, approved August 8, 1946. United St",te 

:'~ ~_~~:"""";":,,,,_;,,,,~~,___ ... 	
," 

'. . 
The Offiee has always had under Section 9 (a) of the Tradmg wIth the 

Enemy Act clear legal authority for the return of property to persons who 
are both citizens and residents of the United States and who can satis
factorily establish their pre-vesting ownership. Authority to return prop-. 
erty to nonenemy foreign, nationals has, however, until recently been en-,
shroude~ in legal uncertainties. Inasmuch as the Office desire.s to effect 
summanly the return of property clearly owned by nonenemles and tosettle as speedily as possible cases in which serious ownership questions are 
involved, it has sought legislation to clarify its authority. , 

DISCRETIONARY RETURNS UNDER PUBLIC LAW 322.-A Bill to amend the 
Trading with the Enemy Act, setting forth a pattern for the return of vested 
property,to nonhostile foreign nationals, yvas introduced in Congress on 
july 1?, 1945, by Rep:e~enta:tive Sumners of Texas and referred to the 
. CommIttee. on the JudiCIary (H. R. 3750, 79th Cong., 1st Sess.; .sub~e-
quently reIntroduced on November 1,1945, as H. R. 4571). ThIS BIll, 
which represented the joint views of the Office of Alien Property Custodian
and of the Departments of Statc, justice, and the was passed by 

Bnefty, Publrc Law 322authonzes the Custodian, under most clrcum
'stances, to return property to 'any person who has 'resided outside' enemy 
countries since December 7, 1941, regardless of citizenship. Returns may 
also be made to citiz,ens of allied and neutral countries who were involun
tarily resident in enemy COuCttries, The Act also permits the return of 
property to corporations or associations located outside .Germany if the 
enemy interest amounts to less than' 50 percent. CFor a more detailed 
statement of the provisions of Public Law 322, see Chapter XI, "Claims
and Suits," pp. 145-149). " 

POSSIBLE BROADENING OF AUTIIORITY FOR DISCRETIONARY RETURNS.-It 
is Rossible th?-t further legislation will make proviSion for discretionary 
returns by the Custodian to certain classes of persons who are not provided 
for in Public' Law- 322. There· is now pending before Congress a Bill;' 
H, R. 6890,0 favorably reported by the House Committee on the judiciary, 

, which would' permit the Custodian to return property to two additional 
classes of persons: 

.",!_._ C,itb:ens,ofnonenemycountries voluntarily.resident.in:..enemy,countries 
at any time since December 7, 1941, who, while sa residen t, were deprived 
of life or substantially deprived of liberty pursuant to any law, decree, or 
regulation of such countries discriminating against political, racial, or
religious groups. 

2. Citizens of enel!ly countries who were physically present in encmy 
territory or in territory occupied by the enemy who, as a consequence of 
any law, decree, or regulation of the nation of which they were then citi
z.ens discriminating against political, racial, ?r religious groups, have "at no 

time between December 7, 1941, and the tIme when such law, decree, or 

regulation was abrogated, enjoyed full rights of citizenship under the laws 

of such nation." 	 , 

, 
Q This Bill was committed by the Committee on the Judiciary to the Committee of the 

Whole House'on the State of the Union on June 27, 1946. Public hearings Were held 
on a predecessor bill, H. R. 5089, before a sub-committee of the Judiciary Committee 

in February and May 1946, after which H. R. 6890 was introduced to refleet changes 
desired by the Committee. (See House Report No. 2398, 79th Cong., 2d Sess.) The
Bill, with the exception of certain portions not referred to here, was passed by both 

8 The B,II was enacte as u, 'Houses of Congress and, on August 8,1946, approved· as Public Law 671. 
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Th House Judiciary Committee its report (No. 2398, 79th C?ngr~ss) Ultimate Disposition of Vested Enemy Property 

e , d h "b ated" to refer to "nulhficauon f h II'..,.
comments that It has use t e term ,a r;>g , b the A ter t e settlement of a outst~lndmg claims and SUIts for title and 

of discriminatory hiws, decrees, or. regulatIOns by ~he fl~~l~ ~rces.or ~t . S payment of debt claims, after settlement of inter-custodial conflicts (see 

reconstituted governments establIshed as a resu tOle ;ctl~m. c~ succeeding section, p. 13), and after payment of administrative expenses, 

not intended that relief be afforded ~o members of gro~ps or act~~n~ su d the Office would still hold the bulk of vested property. This remaining 


, as the Iron Guard in Rumania which were at one time proscn e an 'property would represent the interests of nationals of Germany, Japan, 

later returned to favor by Axis influencc.", f . t' Italy, Hungary, Roumania, and Bulgaria; who are not entitled to returns 


The purpose of these 'provisions is to permit retu~s? property t~ VIC Ims under existing legislation. ". ' , 
of Axis persecution without at the same time permlttmg return to persons Determination of .the ulti?Jate disposition of th.is property, .which may 

: who supported the enemy cause. . .. b . r 'bl f~r a total $300,009,000 or more, mvolves first the question wh.ether It.sho,-!Id be 
JUDiCIAL REMEDIES OF NONENEMIEs.-In addition to emg e.lgl e t' . returned to Its former Owners.' To the extent that thiS question IS an

diseretionary return by the Office of Alien Property Cdsto~lan: ce~ r)' swered negatively, it involves the problem of selecting for the property 
claimants may bring action for the returI; of property u~ er, e~tlon ,a or its proceeds some other final use. These matters can be finally resolved' 
of the Trading with the Enemy Act. It IS ~lear t~~t thiS rem~ y re~i~~~s ' only by peace trcaties and legislation.. . 
available to most claimants who are Amencan c~tlzens,. It IS not .t' QUESTION OF RETURNS TO ENEMY NATIONALs,-The' qucstion whether 
however, whether it is available to no~enef!1Y fore~gn n~~lOn~ls orheV~~m~ ve~ted property s~ould .be returned to cnemies will, presumably ~c deter

. American citizens who are defined as foreign natIOnals un Q,r tel fif :nmed .m connectIOn with the peace settl,ements With enemy. nations, It, 
' . of the First War 'Powers Act; 1941. . H.-R: 6890. above)_w~~ld cad y 'IS 'conSlderedthat ,these arrangements wtIl- not -provide that- the United:
' the classes of persons who may bring SUit agamst the Cu~to Ian un e) States either return or make, compensation for the seized property of 
' Section 9 (a). This B~II, if ena~ted, would bar. the pro:ec~t10-r: oft(~)(~f hostile German and Japanese nationals. The peace settlements with 

suit by a foreign coun~ry or natIOnal thercof as defined In :Section d f a other enemy countrieS-Italy, Hungary, Roumania, and' Bulgaria-may,
the Trading with the Enemy Act, as amen~ed. Thus, ,the remeyo ,however, provide for some degree of return. ' '. 
Section 9 (a) action for the return of a speCific ves,ted prc:perty would b~ REPARATIONS AOREEMENITS.-The United States has already signed an 
available only to American citizens who are not foreign nationals as define agreement with other allied nations which provides that no returns of 
under the Act. . . '. .. . property shall be" made to hostile Germans, . This agreement was reached 

Foreign nationals would not be'deprived of a jU~lclal reme.dy. Th.e at the Paris Conference on Reparations, which met from November,9,1945, 
Bill provides .that any foreign national would ?e entltl~d to bnng a ~U1t to December 21,1945, Represented at the conference were the Govern-
against the United States in the Court of Claims for jUS~ c?m~nsatlon ments of Albania, United States of America, Australia, Belgium, Canada, 
for any property vested from him, provided ~hat ~e falls wlthm t e grou~ Denmark, Egypt, France, Great Britain, Greece, India, Luxemburg, 
to whom the Office is permitted to mak~, dIScretionary returns and pro Norway, New Zealand, The Netherlands, Czechoslovakia, the Union of 

' vided that he meets certain oJher conditions. '.. . . I South Africa, and Yugoslavia. The agreement dealt primarily with the 
' There are two purposes underlying the proposal t~ give foreign. nat1o~~ s ,share of total German reparations to be awarded to each signatory govern-

the remedy of just compensation rather than a SectIOn 9 (a) actl0r:. ~ ment and established an Inter-Allied Reparation Agency to supervise the 
firs~ is to permit more rapid disposal of property by the Custod~~r- h distr,ibution of the shares .. Unde: the agreement .the Un~tea States is, to 

--===-=·...;.:c=Section-:9-=(a}:action: prevents -the .saleoof 'property by: the_O.ffi_cLW.15..t_l~ ~___ ,-re~elve_ 1:1 :8"percent:of,the mdustr.tal-and':other,capltal:eqUipment.removed __ '=_ 
action is before the courts, The disposal of most of the mor~ val.ua~e from Germany and of German merchant ships and inland water transport, 
vested properties is now blocked t~ro~gh ,the pendency o~ suc SUitS r- and 28 percent of all other forms ?f German reparations. Included ,in 
foreign nationals. The second objective .1S',tO guard agamst any PO~r these other ~orms of German reparations are German assets located outside, 
bility of a return of p~operty of economlC Importa?ce to the enemr is .GermanY-I; e., Gcrman "e.xternal assets". T?e a~reement J?rovided that 
to persons who are belIeved to have collaborated. With the e~emy. t each Government should seize and charge agamst Its reparatlons share all 
extremely difficult, in view of the many transactIOns by which prol?er~y those German assets. located Within its territory. The detailed provisions of 
in the United States was cloaked before the waI;, to prov~ conSc uSlve.y the agreement relatmg to German external assets are set forth below: , 

. h h' f roperty in the Ullited tates m " " 
all facts, concernmg t e owners Ip 0 P . ' Th, ovision A. Each SIgnatory Government shall, under such procedures as it may choose, hold 
which it is suspected there has been an e?emy mterest. e pr or ~ispose of German enemy assets within its jurisdiction in manners designed to preclude 
of just compensation would make it pOSSible, ~o pre:vent the return c:f theIr return to German ownership or c~ntrol and shall <!harlle, against its rep,:!ration

f om'c importance in any case III which the property IS share such assets (net of accrued taxes, hens, expenses of admlntstratlon, other >n rem 
claimedpr~perty 0 eco~.1lorelgn 'I and' which suspicion of undesirable charges against specific items and legitimate contraC,t claims against the German formerby a natlona In owners of such assets). 

enemy affiliations exists,lO . B. Th~ Signatory G.overnments shall give to the Inter-Allied Reparation Agency all 
mfOn;natlon for whIch It asks as t6 the value of such assets and the amounts realized from10 The provisions of H. R. 6890 relating to Section '9 (a) s,-!its by foreign nationals time to time by their liquidation. 

were deleted prior to enactment of the Bill as Public Law 671, 79th Cong., 2d Sess.
DOJ JX 5313 . C" German assets in those countries which remained neutral in the war againstFor further discussion see Hearings, House Committee on the Judiciary, o'il H. R. ,Germany shall be removed from German ownership Or control and liquidated or dis5089, 79th Cong., 1st Sess,; H. Rep. 2398, 79th Cong., 2d Sess.; S. Rep. 1839, 79th 

Cong., 2d Sess, posed of in acc~rdance with the authority ofFr~nce, the United Kingdom and the United 
United State Sta~es,.of America, pursuant to arrangements to be negotiated with the neutrals by these 
Ali en PI-ope' 10 + 
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countries. :The net proceeds of liquidation' or disposition shall be made available to the
ll 

Inter-Allied Reparation Agency for distribution on reparation account. 
D. In applying the provisions of paragraph'A above, assets which were the property of 

a country which is a member of the United Nations or its nationals who were not nationals 
of Germany at the time of the occupation or annexation of this country by Gennany, or 
of its entry into war, shall not be charged to its reparation account. It IS understood that 
"this provision in no way prejudges any questions which may arise as rC!~ards assets which 
were not the property of a .national of the country concerned at the tIme of the 'Iatter's 
occupation or annexation by Germany or of its entry into war.' 

E. The Gennan enemy assets to be charged against reparation sh<>res shall include 
assets which are in reality Gennan enemy assets, despite the fact that the nominal owner 
of such assets is not a Gennan enemy, Each Signatory Government shall enact legisla
tion or take other appropriate steps, if it has not already done so, to render null and void 
all transfers made, after the occupation of its territory or its entry into war, for the 
fra;tdulent purpose of cloaking Gennan enemy interests, and thus saving them harmless 
from the effect of control measures regarding German enemy interests. 

F. The Assembly of the Inter-Allied Reparation Agency shall set up a Committee of . 
E,"pert.<, in matters or enemy ~ropertr custodia!'ship in order ~o overcom,; pract.ical 
difficulties of law and mterpretatlon whIch may anse.' The CommIttee should In partlcu

___._ lar .guard against schemes ~hich might result in ~ffecting fictitious or other transacti,?ns' 
____ , _ -::::-~:7_""" -:-.d".slgI]e!!.to.favouL<;!I~~y-,::t7.rest:: ,<'r_~ reduce Improperly the amount of assets which 

might be allocated to rcparatlon. _ _ _ --=-.-::..,- 7' " ":;; ___,

D~SPOSlTION OF PROPERTY NOT RE-:URNED.-If prop~rty 
hostile German and Japanese nationals IS not returned to Its former owners, 
there remains the problem of determining the ultimate disposition ofthe 
retained prop~rty. To date th; executive branch of.the Government has 
made no speclfic recommendatlOns to Congress on thiS matter, 

The problem was, however, brought to the attention of Congress on 
Apr.il.17, :946, bef?re a sub-committee. of ,the Se~ate Committee on the 
Judlqary,m a. heanng .on S. 1322., ThiS Bill prOVIded that "aU property 
vested in or transferred to the Custodian should be sold and used for th~ 
payment of all claims of American citizens for compensation for damage to 
and loss of property, personal injuries, loss of life, loss of earnings, and 
compensation for damages incurred by reason ofirilprisonment or restraint, 
expenses incurred for transportation .to the United States; and any other 
losses incurred subsequent to January 1, 1937, and caused by or as a result 
of hostile -acts directly or indirectly, including acts 'of-force, violence, or 
duress, ,or by I.egislati ,. ac1ministra~ive, or judicial .acts, or by a?y other 

vemeans by offiCials or members of the armed-forces.dlfectly ,or mdlre~tly of 
any nation wit~ which the U"?ited States was at war on January 1, 1943 
'.' .." The BIll further prOVided that no trade agreement or peace treaty 
should be concluded with any enemy country unless it agrees to compensate 
its nationals for property vested in. the United States' and releases the 
United States from any claims arising therefrom. 

. The Office opposed this Bill on several grounds. First, the Bill would 
require the sale of patents and other properties which the Office believes, 
for reasons of public policy, should not b~ sold to private persons and 
companies. Secondly, the Office considered that provision should be made 
for the payment of American creditors against the former owners of vested 
property before further disposition of the property was made. Thirdly; itw considered that the assets held by, the Office were inadequate for the settle-o ment of all such war d'flmage claims, The Office suggested thatCo~g~ess

o might wish to consider the alternative possibility of applying the ultimate . . II' f 
t··.,) . net proceeds of vested German and Japanese property to the overa Cbst 0" 

the war and leave the matter of compensating war damage claimants for 
separate consideration. . 

In settingforth its objections to the Bill, the Office stated that it was not 
opposed to peace treaty arrangements that would require enemy govern
ments to assume responsibility for compensating their nationals for property 
seized by the United States. 12 

INTER·CUSTODIAL PROBLEMS 

All of the principal allied countries ha . . d .
German interests in pro Jert' . k hV~ mstltute programs of seizing
certain jur' d" I bTI y WIt m. t elr borders. As a consequence 

. I.S Ictlona pro ems have ansen among the several ov~he prmclpal problems relate to property involved' ~ eJnllme~ts. 
situations: . In t e 10 oWing 

1. Property ow'ned b G .and Ja an 'yerman and Jap<1:ne~e .lndividuals or by German 
p ,ese corp~ratlons owned by such indiViduals: . 

-=_-=ba,...BankSecuntlcsaccountsIssuedlocated in III one allied countr t ocat';d'III an?thcr alhed country.,II" d Y bu! , 

-. allied cou,:try.' _".-.c-=::.P-~-~ ',~_cg~E~~~h~cI:!.~r_c In~ct~e5':"':"~:Y.3f another 
c. Currency Issued by one allied country but 10 at d .. h'- . -', - ... - C.:-:-::'::-,"Cfhec~s, dra~ts"notes, and other evidences ofin~eb~e~~~:s ~h~lI~ed,coubJ,ry..d. ~r:;~~~;~0~~~12 i~n~na~l~lTIe~~ntry but are I<:cated in another '~IIi:dec~unl;~~ionse. 

tered in another allied country ountry which is part of trusts and estates adminis

2 Assets ltd' .' .loc~tedin a~~~h~r ~~ro~e allied country that are the property of enterprises, 
by Germans and Ja Ie country, owned or controlled, In whole or in part 

3 As et I d .panese,. . 'norg~niz!d s °Bate h jme allfe~ country that are the property of enterprises 
trolled 'by ~~t' er \ e /w~ 0 il~rdany or. Japan, that are owned or con: 

The Un'tedl~~a s o. ~t er a Ie. countnes. 
each of th~ k' ~tes Ip In~olve~ m gre,:ter or lesser degree, in conflicts of 
the United ~t :n s.are r( a)ps ~ e most Important, from the standpoint of 

The Custod~ eS'h a an 2. .' . 
the books" .o/~:m:: pursued a ~onslstent policy of vesti~g secudties "on 
ship of these sec 'f tl~ corp?ratlOns. The certificates eVidencing owner-
not I~cated in th~rU~~t y n~tlOnals oJ qer~~ny_a?d ~apan were frequently 
States are p ob bl . e~tates. Most·of tne certificateS'outside'the-United 
stroyed bu/ th y m rmany .and Japan and some may be .lost or Clel1ied 
hand the om e~ may tUJn up m another <1: country, On the other 
of se~urities iss~:d ~sn ve~e ~/~mber of .certlficates evidencing ownership 

The Offi I ot er a Ie coun.tnes. ' .h
by Germa~~c~~~ro~~;ested pro\?erty In th~ United States that was owned 
countries C corporations orgamzed under the laws of allied 
jurisdicti~n ~7ers~IY, other gov~rnm~nts have. seized assets in their 
terests hav: b~ ongmg ~o bcorr~oratl~)I1s m the UnHed States in which in
stances the var·~n veste y t e AlIen Property Custodian. In other in-
of companies t~k~~ ~~~~rgments hav~ thus far :efrained from seizing assets 
assets are val abl b 'd' yother alhe:I custodians. Many of the disputed 

These' ' . ud· .e SUI Sl lary corporations. Juns Ictlona problems a I' d . 
not merely que t' f h' h re comp Icate by the fact that they are''. ,';'tion of enem ~~~:s 0 • w Ie gove.rnme~t shall benefit from the elimina

(0 
11 Agreements concerning Germap assets h;tye subsequently been reached WIth SWitzer- y rshlp of assets In alhed countries. They also involve 

DOJ JX 5313 .....:l 12 Neither S. 1322 nor any other bill dealing with the ultimate disposition of property 
land and Sweden. ve5ted from hostile enemy nationals was enacted by the 79th Congress. 
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the rights of nationakof allied and neutral countries. For example, by its »11«seizure" ofim asset in'the United States owned by a German-controlled cor

poration organized in another allied country, the United States may have 


'impaired the interests of nonenemy creditors or minority stockholders of 

the parent corporation. Similarly, other countries through such action 

have impaired the interests of United States citizens. 


The resolution' of problems of these types in cases in' which German f 
Vestinginterests are involved is being considered by the Inter-Allied Reparation 


Agency, an international organization established under the Paris Agree

The identification an,d vesting of enemy interests in property in the'ment on Reparations and located in Brussels, Belgium, of which the United 

United States is, the initial phase of the Office's activities; Before theStates is a member. Agreements ',reached through this Agency must, of 
issuance of Executive Order No. 9567, on June a, 1945, the greater portion course, be approved by the various allied governments. ' ' 
of this work under the original vesting program' was completed; the prin
cipal properties then remaining fpr examination and vesting action were 
business enterprises in which the existence of concealed German ownership 
interests was suspected, 

Executiv,e Order No. 956'1 increase_d the scope ~f tlfe vesting progra_m by , 
, authorizing thE Office to vest -German andJapanese cash; credits, invest

ment securities, and other types of property previously controlled only 
'~ 

'through the freezing regulations of the Treasury Department: In addition, 
liberation of the Philippines openec;! an entire new area for vesting. As a 
result, the value, of property subject to vesting after Jiine a, 1945, was 
almost as great as the value of property vested before that date. In under/ 
taking this enlarged vesting program, the Office planned and set in opera
tion a broad reporting program under which ,all persons in the United 
States, including the Philippine Islands, were required to report to the 
Custodian .any, German and Japanese properties in their possession or 
control or toward which they had other specified relationships. In con
formity with General Order No. 34, which initiated the program, more 
than sixteen thousand of these reports were filed before the close of the 
fiscal year. ' 

As a result of this expanded vesting program there was a marked increase 
in the amount of property vested in the six months f!'Om. January through 
June 1946, over the amoun~s vested in similar periods in ful!_Rrecedil}g,t!Yo,_, 

.__--=- "=--::-__~~"._. __::.:.::..::...=-;:-_-.-=~.:~.;=-r" :'C:-'-"-~vealrs;-'- 8hart-~Fsnows"gr'iiphically-=the"amouiits-and'types of-property -, 
vested during semi-annual periods since the establishment of the agency in 
March 1942. , . 

In connection with the vesting of both reported and unreported property 
it is necessary to conduct examinations of varying extent. The amount of 
analysis required on reported property depends primarily on the type' 
of property involved. Uncovering of unreported property requires careful 
checking of all major sources of information on foreign-owned property and 
the following up of leads obtained in diverse ways. 

In addition to examinations prior to vesting, the Office must also conduct 
post-vesting examinations with respect to title ancf debt claims filed with 
the Office, to assist the Department of Justice in preparing for litigation, 
and in connection with sales and liquidation of ve~ted properties. ' 

+ 15 
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Chart 1.--Net equity vesh!d, by type of property and semiannual period., Match 11, 
. 194210 june 30, 1946. 

PROPERTY SUBJECT TO' VESTING 
, 

After the issuance of Executive Order No. 9567, the Office had the task 
of identifying and seizing unvested property with an estimated net value: 

-- __''=: .._ 	 of.$180,000,00030 $2~0,000,OOO; ..;:T-he:size oLthis::.vesting:.program: can, be.=. .:.;::in· patents, -copyrights;.::..trade-marks, -and-: property-·under-judicialsuper--=;:.:..::.:... 
appreciated by comparing these figures with the $209,000,000 net value of vision.2 Vesting of other types of property had been supported by in. 
all property seized prior to June 30, 1945. 'formation obtained from various Government agencies, supplemented by 

During the fiscal year ending June 30, 1946, the Office has vested add i
tiona I properties with an estimated net value of $24,000,000. Thus there 
remains subject to vesting at the end of the fiscal year $155,600,000 to 
$195,600,000 worth of property. Major classes of properties in this total 
are 'property in the Philippines ($41,000,000)1, interests in estates and trusts 
($38,300,000), securities ($25,400,000), notes, claims, and credits ($29,000,
000), and bank accounts, currency, and coin ($15,400,000). In addition 
approximately 60 business enterprises are now under scrutiny. Many 
of these· enterprises involve inter-custodial problems;. others are suspected 
of being held for enemy nationals by cloaks. 

Table 1 presents detailed estimates on the amounts of vestible property 
not yet vested, together with comparative data on property already vested. 

. . 	 . I 
I On Octo~er 15, 19.4~, I?ursuant to Executive Order ~? 9789, the vestmg and c0l"!t~O 

of property In the Phlhppmcs was transferred to the Phtlippme Allen Property AdmmlS
tration, a newly established agency of. the United States Government. 

16 ... 

further investigation by the Office. Sources of information included the 
Treasury Department's 1941 census of .foreign property; reports, files, 
and data of various divisions of the Department of Justice; .the Patent 
Office; the Office of Strategic Services; the Securities and Exchange 
Commission; and intelligence units of the War and Navy ,Departments. 
These data were inadequate for use as the basis of the enlarged vesting 
program because they were largely out of date and were not sufficiently 
comprehensive. " i' 

Plans for gathering the information needed for vesting were developed 
from the viewpoint of obtaining in a short time maximum information 
with a minimum of inconvenience to the reporter. Conferences were held 
with representatives of organizations having large numbers of items to 
report; particularly banks and insurance companies, for the purpose of 
clarifying and simplifying report forms and instructions for, their use. 

t For a list of general orders see Appendix, Exhibit p, pp. 201-204. 
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Table 1.-COMPARISON OF NET EQUITY VESTED, MARCH 1( 1942 TO JUNE 
30, 1946, WlTrt 
V~STED AS OF 

ESTIMATED. NET 
JUNE 30,1946 

VALUE OF VESTIBlE PROPERTY NOT 

Type of property 

Net equity
vQSted, March 

-11,194210 
June 30, 

Estimated net valuo of 
vostibl. property not 
vested lIS of June 30, 1946 

1946 1 

A. ProV~~~~e~~:,r~lg~:~~,~~~~~~fs.~: ~.·~~:................I $143,317,000 


Royalties on patents, copYrights, and trade·marks 
(accrued prior to dates 01 vesting). 

R~lrsg~~r:r~pe'i~~IUding mortgages) and tangible. 

Interest. in estates and trusts under Judicial super· 
vision. 

Interests in estates and trusts not under judieial super· 
vision. 

Securities (stocks, hands. etc" not representing sutr 
ste.ntia} interests In husiness en~crpnses). _ . 

Bank·acoounLs, eurrcncYt and"coin~_-_"_.:. :.~_ ~-~-:__,_-~_: __~ 
Notes, claims, and credits.............................. 
Lite insurance and annuity contracts and other prop~erty.
Property located in the Philippine Islands.. ... ........ 

B. Propertyornnti?nnlsotothercountries~ ~~~_. ~_ 

2.1.1.052,"000 I$155,000,000 to $195,600.000 

I Ex:.e1usi~c of pntents. copyrights, and other properties on which d~Hflr e~-illualions orc '!.lot practicable
and ot income and appreciation of vested property since dates C!t vesting. 

R£PORTING PROGRAM 
Development of the Program 

In order to obtain complete and current information on the location 
and identity of all property within the scope of the enlarged vesting pro
gram, it was necessary to require reports of property interests of German 
andJapanese nationals by persons having custody or control of such property 
or having other relationships toward it which placed them in a position to 
report. Earlier general orders ,had required reporting of enemy interests 

$ld~;'~ini" o.r~~,g~: 
come of current in\·esti~ 
gations. 

3,004,000 Sman .and Indeterminate. 

5,089,000 I$3,600,000. 

3.1, 145, 000 .SI3, 300,000. 


6,795,000 
 $25,000,000. 


1,378, 000 I $25,400,000. 


'5,005,000 1-$1.'i,4{XM)OOC 

3,099.000 $29,000,000. 

32. ()(K) '" $2,000,000. 


9,058,000 $41,000,000.· _ 

21.470,000 SmsH and indeterminate 

v 
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Owing to the peculiar problems involved, a separate. instruction sheet 	 or on behalf of or on account of; owing to, or claimed by, or is evidence of ownership or 
control of property or interest by, Gcnnany or Japan or any national thereof, with respect was prepared for the use of insurance companies and other insurers. In to which property or interest, on or aJkr December 31, t 945, such person: 

addition, advice. was sought of Treasury Department officials familiar (a) hall custody, control or possession, directly or indirectly, as manager, agent,
. with the problems encountered in the use of TFR-300 forms. attorney, trustee, bailee, lessor, lessee, or in any other capacity; or 

Iri cooperation with banks ill the New York area, where a substantial (b) has any interest or legal title, all nominee, trustee, assignee, assignor, lessor, lessee, 
joint tenant, tenant ..in..common, etc.; or " proportion of liquid enemy assets was. concentrated, a preliminary vesting (c), is the issuer (if the property consists of financial securities or interests which are 

program was begun before institution of <I general vesting program based represented by finanCial securities); or 
on the reports. With the assistance of the bank officers, analysts from (d) is the obligor, either as debtor, surety insurer or party to any other contractual 
the Office examined bank records on accounts in which German and relationship.". . ' 

Japanese nationals might have interests, In this way the vesting of German General Order No. 34, requiring the reports, was' issued on December 
and Japanese bank balances was expedited and experience was gained in 29, 1945. Reporters were originally given until February 28, 1946, to file 
handling the types of problems that would arise in the operation of the reports with the Washington Office of the agency or, if the. reporter lived in 
main vesting program. the Territory of Hawaii or the Philippine Islands, with the Honolulu or 

• R" t Manila offices, respectively. At the request of persons filing reports on large 
The Reporting equlfem.en s . numbers of items the reporting deadline was later extended by one month: 

The definition of nailOnal if. Germa'V' or Japan w~s rr:ade broader In the Any person who after this deadline acquires the belief or cause to believe 
reporting requirements than Its u~e In ac~~al v~stlng In o:-der to' reserve that Germany or Japan or their nationals may have interests in property 

Aor. the Office JulLcontr~1 .of. vestmg ... declSlo~s.. m ,borderhne. cases .. for ... with respect to' which he has'i reportable'relationship"must file a report 
example,reports are reqUired on prol?ert~ of citizens of Germany or Japa~ within 60 day~ after acquiring such belief or entering into such relationship. 
residing in allied and neutral countries; m general, property of such res!- .... 
dents is not vested unless they have acted on behalf of the enemy. . .Admlnlstratlon of the Program 

Specifically, reports a~e required on all property in the, United St":tes With publication of General Order No. 34 in' the Federal Register, 
owned by the (}o:verr;men:s of Germany and Japan and by the followmg supplies of report forms and instructions for reporting were placed in all 
persons and organizations: , Federal Reserve Banks, and in the Washington, New York, San Francisco, 

(1) Any person, regardless of his citizenship, who has been domiciled or resident in and Chicago offices of. the agency. In addition, forms and instructions 
. Germany orJapan' at any time on Or sinceJune 14, t 941, except:· were made available at the offices of the Governors or High Commissioners 

(a) persons who aredomicileo or resident in the United'StatesonDeeember31; 1945; f" 'f h U . d S d h H I I d
(b) members of the armed forces of the United States, China, France, the Union of 0 te~ntones or possessIOns 0 t.e nlte tates, an at t e ono u u an 

Soviet Socialist RepubliCs or the United Kingdom, and . Manila offices of the agency. . 
(c) civilians (other than citizens or subjects of Germany or.Japan) o~ offiCial duty. for Report form APC-56, preparcd for use under General Order N:o. 34, was 

the Unhed States, China, ~ra".'ce, the .Union <;>f Soviet Socialist Republics or t~e Umted issued in eight series, each series relating to certain types of property and 
Kingdom or for any orgamzatlOn~ ~ctlng offi<;l.aIlYon behalf of any o~ ~uch natJon~. classes of .reporters. 

(2) Any person, wherever domIcIled or resident, who hall been a cItIzen or subject of 	 '. • 
Gennany or Japan at any time on or since June 14,1941, eXClpt:, . 	 As. of the close of the fiscal year 16,?96 reports had been filed With the 

(a) persons who are domiciled or resident in the United States on Deeember.31, 1945, ageney. Of these, 14,799 were filed with the Washington Office, 628 with 
and. . '. hi a a' e the Union of the Manila Offic~, and 869 with the HO~IOI~11! Office. Table 2 .show~ t!:e_ '_'

.,sJ~) mse":lbl~rs.Rof !heb·l~nne~t·hforuces.·to~dthKe. t,Jg~lotme~.s!.a.~,.S. ~::,:¥!. nc . ..!::.:.=:_c .~:.. .= =:...totals:of ·each:senes· for:thecthree:offices=mdlvldually=and :colleclively;"'anQ~--"
- OVler OCla 1st· epu Icsor' e nI e In u . , 	 • . 

(3) Any partnership, association, coq~oration, or other organizati?n, o~ga!1ized under de~lgnates the types of property. to be reported on eaeh senes and the 
'he laws of, or which at any time on or stOceJune 14, 1941, has had lts prtnclpal place of classes of reporters who may use It. 
business in, Gennany or Japan. . . . 

(4) Any other partnership, associat.ion, corporation or other org:anization, wherever Vesting of Reported Property 
organized Or located except any organIzed under the laws of the Umted States or whose Th Offi . d . . ' h' h 'r • L 
Frincipal place of b~siness is located in the United States, in which at any tim~on or e. ce IS now engage m v.estmg property on ~ IC m,ormatlon I'as 
rinceJanuary 1, 1939, Germany or Japan or any national thereof hall had any dlrec! or beer; receIVed through the repor~mg prog:ram.. Ve:>tlng .orders on reported 
indirect interest, or any direct or indirect control .other than such control all ~reval!ed vestlble property are· based on mformatlon con tamed In the reports and 
solely by virtue of the ~ilitary occupa.tion by Germany?r J,apa!1.of the temt?,ry to whIch from analysis of other available data. 
the partnersh1p, assOCiatIOn, corporation or other organIzation IS located... , Primary attention' is now being given to the vesting of bank deposits, 

Persons obliged to file reports include: securities, and notes, claims, and credits, on ",.,tIich a total of' 11,765 
Every person in the United States, including individuals, partn:rships, corporations, completed Forms APC-56, S~ries A, C, D, and E have been receiv~d by 

bodies politic and other organizations, must report anJ: property Or mterest of a!1y na.ture June 30, 1946. Reports covenng property of persons whose property IS not 
whatsoever located in the United States which he believes, or has c"!use to believe, lS or vestible under the Office's vesting policy are sereened out and set aside 
may be directly or indirectly owned or controlled by, payable or deliverable to, held for .with present screenings running to aDout one-third of the total number of 

$ The following quotations are f~om the "Ipstructions For Reporting Property. and reports received. Reports disclosing ;-restible interests are then compared 
Interests of Germany and Japan and Any National T~ereof on Form APC-56, Serles A With other files of the Office to determine whether the property has already 
Through H," ,copies of which are a".ailable t? all pote!1tIahe~rters,' been vested or reported by another source, and in some cases to supplement 

DOJ JX 5313 	 , Gennany .s defin~d as th~t terrlt0;Y whleh constItuted ermany on March 1, 1938, and chirify the information contained in (he reports. Additional informa
and Japan as the terrltory wh.ch constituted Japan on December 7,1941. 
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Uni ted sti<_!e 
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, - go: s ~ 0; ;;:;: I~ tion is obtained fro~ the files of Foreign Funds Control of the Treasury :J 

, ~ t_ ~ ,Department and from other Government agencies. Liens claimed by the < 
.,,; i reporter require still further investigation. 
o .' ~ IS '" iil <!: Ifil Most of the reports on personal property processed during the fiscal year 
tj ';::0 1:2 f< ;;; have not required investiga~i,?n outside \~ashing~on, but it is believed that 
Li: ..... ~:§ by July 1, 1947, all remaInIng cases will requIre moderate amounts .of 
o "". - ..., ~ ~ Ig: investigation either through th~ mails !Or in the field. .u ..... ' Q • 1t ~ g;: Ie:t;,;:.. c: "- A . total of 326 APC-56, SerIes B reports. were rec.elVed as of June::t: 
I .a I ~ · ;; . , 1946, d=dbing enemy in,,,,,,, in ,,,I pmp"'y, induding mU"g.g~.• 
> ¢:.sA Besides these, there were 130 other real property cases already in process ofIen 

- a ill ~ ~ z ~ ~ ~ ~ investigation by the Office, 'making a total of 455 cases. Examinations ofo ..... ~ I::; ~ ;:;. or,; '" ~ casesthese real property require title searches, property appraisals, and>
iii '" -,- analyses of local laws, as well as those questions of determining ownershipv ~ri1:!,~s SC§~~3~ .g~1l H~!~ i common ~o all. in,,:estigations .. Outside ~he. New York and Washingt.on..... 
0:: ~'1j 8.. ;! ~i j 8.;g3 '8.20 ~ 8.~~:5 i areas the InvestIgatIOns are carrted out pnnclpally by ~o:respo~dence WIth
VI 

:: iil ~ 11 =]1:l" K~,slli '" ~--d ~ ~<' 0-: local agents and attorneys and local government authorItIes. TItle searches .Iio ~ ~i i fa-SEO:~ ~.~~ ~.~ ,~~ _ L,~.. and property examin~.tioI1~_are mll:de aJ):ivate firm _~.t a contr~c~ed fee ..< a.l\:::I 
Il.. :;.,,'3 ~~Il!lS~i~§~ ":~!l; '8§.~o-i!\1C1l ',gf:!' -: InvestIgatIon of safe depOSIt boxes, on whIch 202 Senes F reports have 

~! 0>/)(1", >. I.oo.U-;:::: -0 .......... .0 00-. -00'" ()o . ~~H ~. 6g~;;-EJii:l! lii.. ,;ge'Ot\~:~!!;;8.: been received, is being deferred until properties of greater dollar value ~:;.~ - t:! 8.a;'&..... §~~~ _ ,~~.s '0 .i~~~I>i',g:9:ea : are vested. ' 
..... ' .s .,"= 15.. 0",,,-".<:"",, "c - ~,Q"" '""'=" Th' f d 'd . d' , I .. d!i:io e~'1l l! o.;l;:E~:>l"2 ~..!l~ ..E~ ~::!~~1l!i(i~.s:;;~ : ,e ,v~stIng 0 esta.te~ an , trusts ~o.t un er JU ICla supervISIon an~ ...I'" e -c.::~",.- ,;" -g::.,;;;~.~iS~:::: o:::"O',,~'- -:'.of lIfe - Insurance poliCIes, die remaInIng types of .propertyiii-~-~"' .. 'il 'd'O'3';:",s, 0"-'-~:g';:"'5i::-:;;21=-t:'-"'''~ . , reported.0.. 

'0.~"'" 15,£0. iici ~~E:'ll ".;;; e: eo::: e< ~8. '"~ If!~ ~ 0 8." Si ~o : under General Order No. 34, are awaItIng completIon of studies now8.o?i·v...., ~.5~ a~Oi~~l'S~ e.~~.~Ii: li~~~~K~,g~,il : being made of special problems involved in the vesting of these two types of t h~ ~ ~,~~eE~,~ ·~~'~Ji15 Si!!g,.g2-; ~~~Jj' i-property. Almost 800 APC:-56, Series ~ :eports have: .been filed on in(58 .s "'Q' .s § :;;i!cll8.~ ag §~:li ~'lllo 8: Ii ~e~:;~ 8. . if, : terests m estates and trusts not under JudICIal superviSIon. In many ofo::Z 
._-".- -0. ,,- 1: ... " 0.' """ 2'-12i::,;c. ,,_,,_ , '. '.11 Ii t\ ~15 1;~~.§ ill ~.E ~ :f~5:>l~"'; 1;1: *:;;~t1 a- ~~~ : these cases the Office may have to file petitions with the courts for Construc..... < 
50 it;:; . g!.e ~lii,*a5l!1! il ",';;'0 2o~o -: ~ <1'3!; e ~ :'r:~ is : tlOns of the trust Instruments. Because of the suspensIOn of accountmgs~o ,,~"'o" ° ~"" '" -,," '''' .. "''' '" "' .... 0'- Po_ e ".c: , . h . 'II b b fi . f . .d

:::10 :;;'J!llF.~:;;" '":::2"~",:§ 8.11!:;;fJ:j~.il ~- ·e:1l..fil';" ,:::: : durIng t e war, It WI e necessary e ore preparatIOn 0 vesting or ers t.oc-::l"c"", Co,".!l ""'- "E""'~o'- "''''0,,0 ~"",.8" . b' d I . r h' . dzt; 513'01:5;1; ~~"1:!:>l:21:a 8-·i!l-r:-,,~al -,,-SE:;lil::·E8..5~:§ : 0 taIn an anayze actountIngs1or t Ispeno ,
0:::1 8.!]a58.'g. 8.~~~2~~~ ~-g1!~~~~ ~~8:HU~~g8. ; The 3,210 APC-56, Series H reports represent an equal number ofZv 

';l0i ''0_ 0 0 0: 'insurance and annuity contracts of diverse kinds, in which German ore ,~-"-" .§"~ 0. _. <~ 
_ .:=__ _ ~- 0:: - ''" -'" - '-.!i/'O;J';-b ''''..:.'' ~b'" ~1C''' :!~" 2l, Japanese nationals are named as the parties'insured or as beneficiaries. 

-- :-:~=-:.:- - . .....
---0::- ~:Cl.:': ~ ~ . t1~ ~~~-:,~~ ~ 9~'~ -~~~ _]i;t ~::~ l~t ~ ._,J _______ _T'le__~tud~_no~,_ uncier ~_ay.lfldic~tes th~t C~fl~i?9I3b!: J!lV~~t~fI~i9~)p,-:.. -=.

t: c 
C .:::: ... ..0 J..-o ..... c.cq:; ~Io. <:,)0. _«! .ucp".... I::':;1::':l!l.""1l..::",,.~:. '''<;!~l!l.~.~", ,,:;;."'--Q.~ "-e·:g il-o'':'a~ , /1....1;; -§----:-- - ---_.. - Germany 'and -Japan-may- be-requlred--to -determIne whether the msureae:f gt8~.!iS l'f5~!1.:l!e!·~Cl;:;~!!. ~.§~ ~1ll; >o~iil ~: andthebeneficiariesarelivingordead,andwhethervestingordersshould~!i~e~~ ;~3~ -ugvrg,i5'ii'~il g~~.§<E:'gQ'f~ ~~;;8.~ 8 e, ~,g ~ -::'~:!!ol .:: be issued to cover the principal of the policy or the cash surrender value.g - o::;~ Jl~~< ~,$:e0.; 

..';:~ SO ·=~g"~8ia.c:a (I)~ :;;-o§. ~~~ ~8.g~:a :"'" t! ?'8.a .5'g ..)~~~o~ ~~! -gg .::d28:a s;gt<§ :
8.0:: §r;;~ t!. 'ij:Edi::1::~~;f:!8.£.8~"" s~~:t 5"~'gE~ : UNREPORTED PROPERTY
f<Q ~i~ ~E ~i!c~·;P3~.e-~"'t!J:l:e. :.~~.s~ 'g-5':~~ : 
1:!'" ~·c.8· m.E ...... a~a1g~--£i:::¢!f5t o~-d t)..o1l1 '§o::c:~ : In addition to pre-vesting investigation of property reported pursuant~ ~~-g !is, t;,1f~~~~Q~S8.@~; ~,;ti ~s~ ';!;':.:~ : to General Order No. 34 and other general orders, the Office has initiated ~ ~~:: ~!$ !:"O;.oJ:: .... .!!.!1::tJ>.:::~c . ..cdC:; f:!~e; .Sui'g~"..: :Po< ~a' 1:::0' "'!3c o"O_!,f __ e:lQ ::::s-j;, s-l.e ~-o'.lQ , measures to uncover unreported German and Japanese assets. The persons
'0... .el-o.!l gE-:l.e::a'=O<:~;CCQ""!:'§t:<> !\~.E ::;~~ ~.!S.~o.&-g ::5; Q ;;;:: <Q 0 t.l S;:::~ ._ ~ rn::::S-:::l ... :a ~"O ._ .... ..c 0.;;:; ~ L.. e "" :::; . . obliged to report this property have not done so either through ignorance of II)o ~I ~i !l$'g.§~g'Eoi~.i!i8~e::i~~ .ac;,S ~kog ~~8..8i:l~ : ~p ~=~~~p~Og~rn~ s~2~ Q~~ ~~ P~.e the law requiring-reports to be filed or through bqna fide lack of knowledge 

! 
z .i!sE ~~~ o~~;~~:{Ee!1~.5:so:~ .S.8~ .~~5 t~'='3~~ ~ 

<..l 
of enemy interests in the property, or through deliberate efforts to conceal '" 

~ 
o ·cB.E d ",¢:rg~~~ ... e~~~'CI""~= .;~aS~I-05 g.S'~'O~~ enemy ownership. ::is,; f:E~~~Q~"Oo -:s'Oae~~ ::Z1!c~.,,",,5"'" ~f~.~~';;; 'g

~t:;·c ::",g ID ,£ ~ ~ ~~ ~ R.9; ~~ ~~ ar: =:s aiIc3.E~.ag.·g"i f .I '1!~'Il .':~';t""'-:"~·~2:2!iii:E,;a"8 ~!l!l§e-"<l§'ii.stie~s 0 Sources of Information 
j~~ ~~Z5~~~~~~~5~g~~~ ~~~g~~§E~~i§ai~:;(5.'0 .t:t~-8:::::=<;;ag).EiI: ..... ebi'ir~c.o t.lO ,,~rn = .!! Every means at the disposal of the Government is bcing used to discovero .::: cl! -.: .... _, ... stich unreported property. Some of the more commonly used sources 'of .~ information include reports on foreign property prepared by the Treasury ... ~ -< ~ () A i>1 r.. c ~ Department and by the Office itself; reports filed with the military govern::D al ments by persons resident in Gcrmany and Japan, deSCribing their assets.2 
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in the United States; other data obtained through the military governments; 
reports obtained from abroad by the Department of State and other Gov
ernment agencies; and information volunteered by the general public. 

Cloaking 
The more difficult phase of the program to discover unreported property 

is the effort to uncover property that has been concealed by "cloaking" 
practices. Properties in the 'United States held in the names of selected 
individuals, banks, and companies resident in countries other than Ger
many or Japan are being examined to determine whether their beneficial 
ownership rests in whole orin part with Germans or Japanese. Where 
there is any evidence of enemy interests, preliminary analyses are made 
to determine whether the possibility of ult,imate enemy ownership is suffi

. ciently strong to warrant detailed investigation. 
.The most complex cloaking cases are those involving business enterprises. 

To establish proof that the nominal or alleged owner is cloaking for an 
enemy requires analysis of a series of transactions presumably designed to 

; ,cq.I1.c~~1 the, tr:ue own~rshiR ()r _~ontro.l Qf .J:hc ;~u.siness,_l'his analysis 
requires thorough examination of the files and records of the domestic 
enterprise in order: to obtain documentary evidence, interrogation of its 
.:>fI1cers and other informed persons, and search of appropriate Government 
records. If the investigation in the United States fails to disclose substantial 
proof of enemy ownership, further investigation may be made in Europe. 
Of the remaining 60 cases of business enterprises in the United States con
cerning which there is sufficient evidence to justify suspicion of substanlial 
stock ownership or control.by enemy nationals, 40 are now being investi
gated or are scheduled for investigation in Germany. 

POST.YESTING EXAMINATIONS 

As the work of the Office progresses, an increasing number of post-vesting 
examinations will be required in connection with (1) title and. debt claims, 
(2) prospective and pending litigation against the Office, and (3) sales and 
liquidations of vested properties, . 
. '. . '. _ ... _ ..., '__. , ~. ~,::..'=.:.:~Is!.~nCe}~ s~l:!.ghtfo..!: _dcfcl15.c, ~!LRrospe~tl '.'e· htlga tlOn:..:.cSuclF inve'stigations' ' ..::''--=:-=-=-'Tltleand=Debt:Clalms.:.--·---·' . ---- -.. ' , are reqUired most frequently m "cloakmg" cases. . 
Procedures have been worked out in p~eparat~on for in,:estigation.s in: Before 19~6 a l,imited amoun~ of information from Europe was Obtained 

'-;:-"6:'V!t!£&~~~<l! 

three thousand have been received.s Investigation of these claims will 
involve determination of amount and validity of the debt and kindred 
questions. 7 

Pending arid Prospective Litigation, 

In cooperation with the Department of Justice, which defends suits 
brought against the Custodian, further investigatio l1s arc made by this 
Office to aid in preparations for defcnsc in suits already initiated. In addi
tion, other post-vesting investigations are condueted in cases, usually Con
cerning large business enterprises, in which litigation is anticipated. These' 
investigations must bc made now in order to take advantage of immediate 
availability of witnesses and documents and of the present absence of free 
communication between the enemy owners and the suspected cloaks. 
Sales and Liquidation 

Post-vesting examinations are also made prior to the sale of vested 

property or the payment by vested enterprises of liquidating dividends. 

Before an enterprise or interests.therein are offeredfor sale, a final check is

made to insure that-all'enem.-y interests in the company have been elim

inated and that all necessary documentary evidence and testimony' have 

been obtained by 'the Office from the records of the company and from 

interrogation of its officers. It must be ascertained that prospective pur


t chasers are eligible to purchase vested property. Additional investigations 

are made prior to the distribution of assets of vested enterprises in liquida

tion in order to insure that distributees whose holdings are not vested are 

the beneficial oyvners of their interests. 

FOREIGN INYESTIGATlONS 
Bo~ pre-vest~n,g an~ post-ve~tin&" investigations frequently require the 


securmg, of additional mfor~at~on m Europe, . Pre-vesting investigations 

as t;xplamed above, are cont~nued abroad when evidence available in th~ 

Umted States d~es not~ermIt a.defini~ive ?eter';1ination of the ownership 

of the property ill q~estlOn, Post-vest~ng mvestlgations are conducted in 

E~rope, :speclally with respe.ct to busI~ess .e!ltel:prises, when add,itional 


connection with'the increasing number of title claiins that Will be received 
by the Office as a result or PU.blic l:aw ~22, 7;9th Cong., .2d S~ss., appro~ed 
March 8 1946.6 IntenSive investigation Will be reqUired In connection 
;with thos~ title claims in which either t~eclaimant's pr~-vesting 0v.:ner~hip
of the property or his nonenemy status IS op~n to questIOn. InvestigatIOns 
may be required abroad as well as in the Umted States to gather adequate 
evidence to determine the material facts. Included in this group are cases 
in which the Office believes that transfers of property to United States 
citizens by enemy nationals during th~ yea~s 1?39 t6 1941 v.:ere made to 
avoid seizure by the Government. Re-mvestlga tlOn of all the Clrcumstances 
surrounding such trarisfers will b~ necessa~y. ... . 

It is also anticipated that conSiderable mvestlgatlon will. be needed m 

by co?peratlOn With other agencies of the Government engaged in obtaining 
~ata m related .fields. As a :e.sult of a series of discussions with representa
tlves of the Umted States Mllttary Government in Germany' the Informa
tion Managen;ent GrouP. was o~gani~e~ . in Washington in 'June 1945 to 
cOllll;bo.rate :w~th the Qlvll Affairs DIVISIOn of the War Department in 
JUrlllshmg lIaison service between American Military Government in 
Europe and those Federal agencies in need of information.. 

In t~e spring of 1946 the Office established its own staff in Berlin. As 
t~e Ahen ~r?perty qustodia.n Sect!on of the Externa1 Assets Branch of the 
~mance DIVISion, thIS staff IS offiCially attached to the Office of Military 
Government .for Germany (U. ~.), and carries on its work under direction 
of the Washmgton office of thIS agency. The task of uncovering and 

connection with debt claims filed against the Office, of which more than· '. . . 
. • Numerous additional debt c1am1S are expected as a result of Public Law 671 79th 

I Public Law 322 permits returns of vested property by administrative action to friendly Co~g;ess, approve? August 8, 194~, which permits payment by the Office of debt ~Ia.irns 
·.foreign nationals as well as to American nationals, provided they meet certain qualifica of ~Itlzens and resIdents of the United States and the Philippine Islands against enemy 

nationals out of. the pr<>e;eeds of ve:<ted property.tioru. 
1 For further mformatlon on claims see Ch. XI, "Claims and Suits," pp. 142-154. 
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utilizing evidence of German interests in property in the United States has 
been greatly aided by the close cooperation that has developed between 
the Alien Property Custodian Section and other sections of the' External 
Assets Branch. 

Investigations in GermanY'present problems more difficult than those 
met in the United States because of the destruction and dislocation wrought 
by the war. Among the problems to be dealt with in these foreign investi
gations are the location and.examination of the files and financial records 
of the German person or company suspected of being the beneficial owner 
of the property in the United States, searching of the files of bureaus of the 
German Government and the vital statistics records of churches and local 
governments, and location and interrogation of individuals who may be 
informed on the case. Generally, the evidence obtained must be docu

-mentary and in such form that it will be admissible in American· courts. 
Wherever possible, signed statements must be procured from German 
witnesses. 

Exhaustive investigations are required in business enterprise cases, which 
frequently involve complicated transactions designed to conceal beneficial 
ownership 'of the business. -In -these cases nominal ownez:shipof the stock 
in the American companies is held by nonenemy "cloaks;" generally 
companies located _in neutral countries. The stock was placed in their 
hands before the-war in such a way as·to make'it appear that the cloaks 
are the beneficial owners, In some instances the cloak may actually have 
paid a consideration for the stock. Among the Important points to he 
established in these cases are whether the consideration .was adequate; 
whetherthe sale was made with the understanding that the Germans could . 
repurchase after the war; whether the neutral acquired legal title to the: 
stock or merely a security interest; and the source of the funds with which 
payment was made. Frequently, a chain of "cloaks" is inv:olved. For 
example, the nominal owner may in fact have good title .to the stock in the 
American company, but it may itself be owned, through other cloaks, by 
nationals of Germany. : 

Investigations of cases involving estates and trusts are undertaken to! 
determine whether or not the legatee or beneficiary is alive or dead, and to 
obtain needed information about his heirs, relatives, and family genealogy. 1 

____ ::;Such':cases~also involve:..the.:.9c:termimHion oLthe ,German's exact interest; 

»111« 


General Description of Controlled Property 

As . in past years, the two most important types of property over 
which the Office of Alien Property Custodian has control are business 
enterprises and patents. In terms of dollar value, interests· in business 
enterprises account for two-thirds of the net equity vested by the Cus
todilin.. In addition, the nature of these enterprises, many of them en
gag~d in the manufacture of chemicals, machinery and other important 
products, raises them to an economic significance greater than can be 
measured by their dollar worth alone. While no monetary evaluation of 
vested pa,tents and related_ interests has been attempted, they embody a 
great- mass" of technical knowledge- of far-teaching utility to American
industry. 

With the progress of. the vesting program, however, other types of prqp
erty are increasing' in importance. The elimination of German and 
Japanese interests in estates and trusts 'as they come before the probate 
courts throughout the United States has increa.sed the total of property 
interests of this' type taken Over by the Office to nearly $50,000,000. Al
though the Office's program for the vesting of German and Japanese 
securities, liqJ.lid assets, and other kinds of properties not seized during 
the war has only recently reached the stage of extensive vesting, the Cus
todian vested over $7,000,000 worth of property of these types during the 
fiscal year. . 

TOTAL VALUE OF CONTROLLED PROPERTY 
.' Th '. 

C t ed~otal valut of property controlled by the Officc of Alien Property 
us 0 lan, as 0 June 30, 1946, amounts to $390,000,000, ~xclusive of 

i~ the property. To t:ace fam.UY-relationships-itiSn-,ecessarY·-io-'-obtaiiit·'~:~~~Lf9__::Qth.e!:_J)rQP~ty-fo!::_whi_c~c~QllaE.. ~~!u~tions .~~~~5~L-~2:qi- ._: __ 
birth, death, and marnage certificates, statements of witnesses concerning I . . hiS figure also .excludes $74,600,000 of assets belongmg to vestea--
pedigree genealogical charts and other documents. One case required i e~terpnses and located In enemy and formerly enemy-occupied countries' 

. the prod'uction of 60 doci.tme~ts to prove the heirs of an estate.' i ~ e~e .as~ets are excluded because the Office has not been able to exercis~ 
Finally, the foreign investigation staff procures all information regard-! Jun~dlctlon over most of them either directly or through the vested com

ing enemy assets in the United States that becomes available through the i paT~es. . 

work of the various divisions of the military governments of the four occupy- ! . e $390,000,000 ~oes not represent the value of property' 

ing powers. This' information; which includes censorship intercepts.! °rned. by the CUs~odlan. One reason is that it includes .the total assets 

reports on their United States assets filed by residents of Germany, and ,. °h busm~ss ~nterp~lses, whereas the actual net e,quity of the Custodian in 

analysis of leads found in German Government records, has proved to be i t esc asset~ IS consl~erably less bec~use American cr<iditors and co-owners 

fruitful. . I also hold Interests \n the compames. Secondly, it includes' $2,900,000 


At present the Office has no personnel detailed to conduct investigations! 
. in foreign countries other than Germany. In the future foreign investi-' 
gations may be extended to Japan and certain other countries in which I 
it is believed that important evidence may be found.s . . 

8 For a discussion' of the investigating program in the Philippine Islands, seeCh. 
"Philippine Program," pp. 136-139. 
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worth.of property m safekeepInlI by the Office or controlled through 
supervls~ry orders only; safek~eplng or control through supervision does 
not entail transfer of ownership t.o the Custodian. 
Cha;g94~n Total Value.from Dates of Assumption of Control to June 30, 

. T~e $390,000,000 total value of property controlled as of June 30, 1946, 
IS shghtly less than the $403,900,000 of property .originally plaC'.,.d under 
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istrative expenses of the Office. Retums of property toformer owners! 
amounted to $1,607,000 and vested property funds used to defray' 
administrative expenses totalled $12,113,000. Thus, as of June 30, 
1946, the Office's holdings of vested property amount to $266,125,000. 

These net equity figures are based on book values with respect to business 
enterprises; on market values with respect to real estate, investment securi
ties, and tangible personal property; and on estimated amounts collectible 
with respect to most other types of property.' Since the most important 1 
properties involved are interests in business enterprises, the accuracy of these' 
data depends primarily on how closely the book values of vested interest~ 
in business enterprises correspond with market values. Although market 
quotations are not available on most stocks in enterprises controlled by 
the Custodian, it is believed that, considering present market condi
tions, the $266,125,000 estimate of net equity held by the Custodian on 
June 30, 1946, is a minimum figure. 

Types of Property Vested . 
Table 3 shows the composition of net equity vested by types of p""nprtui 

1 as of dates of vesting and as ofJune 30, 1946, both before and after 
Uni ted State 

Al i en ' 26 + 
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control (valuing each item as of dates of assumption of control.) 'This 
. :difference is accounted for by a' general increase 'of $18,400,000 in the 

value of property during the period of control; and by a decrease of $32,
300,000, representing the value of property returned to owners through 
termination' of supervision or divesting action. ' 

Property not Subject to Evaluation 
, The figures stated !l-bove do not. include properties on which dollar 
evaluations are impracticable. The most important of these .properties 
as of June 30, 1946, are as follows: 

Type oj property 	 No. oj items 

Furthermore, the dollar figures include neither. foreign assets of question-

Patents. , . : .....'. : , .. , , .... , , , , .. , .... , , . , , ... , ....... , . , .... , , . . . .. 43, 194 
Part interes~ ~ patents. , ... , ............ , . , . , ........ , , ..... , . . . .. . . ,321 
Patent apphcanons ............. , , ............... , . . . . . , ..... , .. , . 1, 
Abandoned \?atent applications. ,. ." ...... ,.,., ..... ",." ....... ,' 
Unpatented Inventions ..... ' .... , , , , .. , , , , .. .".,.,.,',.,',., .... ,.. 795 
Interests in patent contracts ........................•............... " 1,091 

. . Copyrights t~oughly estimated) .......,.,.,', ...... , , .. ,', .. , ......' .... 500,000 
, 'Trade-marks:'; .',.:: ;:.;. ;--;-:': ;'...... '.., .'.',', ".,.:., ... ' .......... ,.' ..... ". , ,'. . 416 ... 

Interests in ships •... ' .... , , , ... , . , ' , . . . , ................ , ... , , . . . . 29 : 
~. 

able value held directly by the Office nor equities in vested business enter- ! 
..	prises to the extent that they are based on assets in. enemy and' formerly i 

enemy-occupied countries. These interests are excluded largely because'! 
their value is doubtful owing to devastation resulting from the war or be- ! 
cause of postwar uncerta~nties as to their disposition. ' 

VESTED PROPERTY 
Value 01 Custodian '5 N¢t Equity in Vested Property 

The Custodian's net equity in vested property !;;tS 'of dates of vesting, i 
amounted to ~233,052,000. Ir:come a~d aJ(preclatlOn of v~s~ed property 1 
have resulted In a $46,793,000 Increase m thiS figure, th;;s ralsmg the total I 
amount of property that has come under the. Custodian's ownership to i 
$279,845,000 as ofJune 30, 1946. . i 

This amount has been reduced, however, by the return of property to I 
'.......~.. r .. . . db' h f d f d' d f' th d ..' otes claims and credits ' 
,_. ---,ormer'owners,an ~. y~t e.useo ,veste :property.: tin, s. tl?_ ,e raL. e ~_ml~i:L .:._.Curr~;'cy and coin....... ::::::::::::::::::::: _ 4. ~~~ 


Cash In process 01 collection 

Interests In vested busIness enterprises: 
Stoek..........._............................. 
Equity in enterprises whose assets or excess 

as..c;ets hs"c been vestetL.~ ___ .~_~~ __ . ___ w~_' 
Partnerst-in interests. ____ ._ ... _~ . .;, •.. _... .:. __ ~. 
Other proprietary Int.rests ................... . 
Bonds.........._............................ . 

-Notes snd:sccounts rcecivnblc:::- _.... ~-_-__,;;:::".::..:. 

Roynltlos on patents, copyright s, Bl1d trade· mar ks 
(accrued prIor to dntes or vesting): 

Patents, patent applications, and patent con~ 
tractse .................... , ................ . 

Copyrlg-ht.s and cop:.vriJ1:ht contTl\ct~. _~_ •• __._~. 
Tradc·mnrks and trndC-1l1nrk contrn(;ts .• ___ ._~ 

Rcal property: .' 
~e.\cst.tc................................ _.. 

Gr~.;g~l~~~nis;i;,nseiiol(js~·,;ndother·Iiiter.s!s:: 

. Tot~L......... ............................ 
Personal property: ' 

;rtBl1~b!e persona! property ................,..

ngid~:::::::::::::::::::::::::::::::.........
iil'1::rg~;.El'i'itliIPatlons...................... 

BNBl1k balBl1eei.::::::::::::::::::::::::::::::: 

vv2008 
Table 3 . .....:NET EaUITY VESTED, MARCH 11, 1942 TO JUNE 30,1946, CLASSI

FIED BY TYPE OF PROPERTY, VALUED AS OF DATES OF VESTING AND AS 
OF JUNE 30,1946 

[In thousands 01 dollars] 

As o! June 30, 11146 

Type 01 property 
Asol 

daft's of 
vesting 

Belore deduction 01 
property retnrned 
or used to delray
adminIstrAtive ex
pellSl)S o! the OlIce 

186,716 

300 

M.at3 

38.304 
100 

61 
437 

1.352 

1!11,"too I:lS.Hi:i 

6.205 ' 500 

4 54U 

After deduction 01 
property returned 
or used to defray 
ailminjst.rA.th~e ex
pellSl)S 01 the OlIce 

1 73,881 

-00 

114,5S1 

38.304 . 
106 
61 

437 
'3;843 . 

1~7, 3.12 

500 

'00 

'sil:] 
5, 418 ~,366 3,366 

I --35' --.. 
''':'3S: .:=:'':, ..tll;c~lf:::;:;~ ~gt~~~~\It;ie;.;s'is-·::-":::= --'- 35' -=.::.=.:.. 

93,345 

48, 780 
166 
51 

518 
S,540 

.......... 
 520 

rnterests In estates llJ1d trusts: 
Decedents' estates ........................... . 17.!I08 I 
Trusts under wms_~~~~ .. __ ~._._-_ ...... _____ .. _. 22, 459 
Trusts !riter ...h,os ...........'................. 6,395 
Guardianship estates .. _..................... . 1.683, 

48,445 
= 

1. 067 1 
~~~, 
2481 ' 

5 05~ 

267
20; 1,229 

1,300 3,674. 
3303,g~~ 

2,6832 G~~ 
32 

3,495 
, 0' _ .340~.3, ~~g 

12; 229 1~, u~" 

7.573 
16,798 
5,544 
l. 248 

31. 163 31,163 

p 
O. OM ==",;7,=49=8:'1=====~='" roperty in the Philippine IsIllJ10S 

Orand 	 ~71), 845 266, 

, 
I These Ilgures &ce net of direct expenses Immediately borne by the vested property. Cash assetso! vested 

bu.slness enterprises are excluded inasmucb as they arc reflected in the valuation o! "intcrests in vested 
business enterprises". 

t This Item repr.sents amounts known to have b.en transmitted to the CustodlllJ1 prIor to the close o! 
business on June 30, 1946, 

I See Table 42 lor a classification 01 this p:operty aCC(1r1ling to types. 
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Infer.sls in 
vested business 
. enterpris~~ 

65.0% 

'-~-~~~-':;'-": 

Ofher 
properly 
10.3% 

,: .;':::'::~~"""~~i3i'#~'ie,

SV(;OO£ ' 

tions for property returned and transfers to the administrative expense 

fund. The same information is shown in less. detail in graphic form on 

Chart 1. It will be noted from the chart that the two most important types 

of property as of dates of vesting were interests in business enterprises and 

interests in estates and trusts; as ofJune 30,1946, cash, representing income 

and proceeds of liquidation of vested property, formed a third major 

category. ' 


The relative amounts of the various types of vested property as of Jvne 30, 

1946, are different from what they were as of dates of vesting. First of all, 

a substantial amount of property has been liquidated. Secondly, many 

properties have undergone changes in form: for example, the Office has 

received from estates and trusts a wide variety of stocks, bonds, other per


~ sonal property, and real pr.operty; vested business enterprises have declared 

i liquidating dividends in kind, chiefly of marketable securities; and mort· 

f! gages have been foreclosed. These changes in the form of properties ex


plain, among other things, why the Office holds, as ofJune 30, 1946, more 

.C:.L mor.tgage participations than. were originally vested.,-- - 

I
t 

Property Vested During Fiscal Year Ending 1946 
• 


i Table 4 classifies the $24,457,000 of net equity.vested during the fiscal 

J year ending June 30, 1946,accorcjing to type of. property, with compara

I tive figures on property; seized from March 11, 1942 to June 30, 1945, and 

! for the entire period to June 30, 1946. It will be noted from this table that 

I the three most important types of property vested during the fiscal year 

I were property in the Philippine Islands ($9,058;000); personal property 

I ($7,284,000); and interests in estates and trusts ($7,299,000). Other types' 


of property accounted for less than $1,000,000. In the personal property 

group, the largest item for the fiscal year was bank balances amounting to 

$4,558,000. These balances were taken over, for the most part, in the 

first phase of the Office's program to vest property over which jurisdiction 

was acquired through Executive Order No. 9567. .. 


! Increase in Net Equify Vested . 
. .l1.... _T~~.!acEo!~Eausing~~~a!1gt:sjn ~t()tal.net~.,qJ.!i1y.-.vestedArom..;dates:oL.: .::_..~ 
'-, vesting to June 30, 1946, are indicated in Table 5. The principal factor 

II that'increased net equity was appreciation of interests in business enter
prises as reflected on the books of the companies, amounting to $28,594,000.
I Cash income from business enterprises and other properties increased. net 


I equity by another $18,199,000. Against these increases there were reduc
. I tions of $1,607,000 for property returned to its former owners and of 


, $12,113,000 for vested property funds utilized to meet administrative 

i expenses. ' 

\ 
! 
I 
I 

I
I 

t 

AS OF DATES OF VESTING 

$233,052,000 

AS OF JUNE 30, 1946 

$266,125,000 

Interests in 
vesfed business 

enterprises 
51.6% 

Interesls in 
estates and trusts 

11.7% 

Property in the Philippin'lslonds 2.8% 
OOJ JX 53131" 

Charrt i.-Net equity vetted, March ii, 1942 to June 30,,1946, clanified by type 01; 
j' property. : 

Uni ted stat~!· i 

Al i en Prop.;" 

i 

28 + ... 29 .. 
Annual repor 

Al ien Prope 



______ 

=~:.---=-.....: 

lull' I, 1045 to 
Iune 30, 1046 

47 

..•.•••••.••...• 
233 

Table 4.-NET EOUITY VESTED,.MARCH 11,1942 TO JUNE 30, 1946,AS OF 

DATES OF VESTING, BY TYPE OF PROPERTY AND PERIOD OF'vESTlNG 


[In thousands of doUars) 


Period 
~--

TotalType of property 

rnlnrests In vested business ontcrpriscs: 
Stoek•. ~ .. ~......................................... 03,34~ 
Equity in enterprises whoso nsscts or oXMSS a.....~ts 

lm\·('! b('(ln vf'~t~d ...•• ~ _______ ._. ____ ~._ .. __ .~ __ ~~ 48, iAA 
l'nrtnernhlp Il1terMts ....•........... '" ....... ....•. 1(.6
Other proprietary Interests...... ..•.........••...... 51 
Bonds.............................................. 518 
NQtos and acoounts receivable..... ......... ........ 8,516 

Tota1. ••...•.•.••.••.; ..•..•.....•::.............. 151,406 280 151. 126 

Royalties oli patents,-copyrlghts, and[tmde·marks (ec·
erued prior to d.tes of vestln~):
···b~~;rWtiti~~j~~~~i~~1':;;n~~~&~t~~.t:~n,t~~~~::I.. ~4. ;il'1::~:::::::'::~::1. ~ .'~ 4:m 

Trade.marks and trade·mark contracts.............. 401 3 488 

Total. ....................~ ....: .....'.............. 6, 205 6. 202 

Real property: . 
Reale.tate.......................................... 4.549 515 4.0.14 

~::;~~g~j,.-t5;jc~hoids;..:ii«(oi.iicj..iriiCicslS.::::::: S4zil ............. ~~. . . s.~ 
5.418. 533 4.885 

Pcrnonal property: ~. 
Tangible personal property.. ... .................... 
Stocks.. .............. ........................... •.. 
Bonds.............................................. 
Other sceurltles ................ : ... ~................ 
MortKlllIe participations.:.... ............. .........
Bank balnllccs __ ~ __,.~_~. ________ M __ ~ ._. __ ~ ~_.. 

1.0r.i 
003 
337 

21! 
248

!l.oao 

24 
526 
274 
'28 

49 
4.111111 

Notes. cl.lms. and crcdlts .......:.................. 
Currency and coin.................................. 
Ufe Insuranoo Rnd annuities.................. :..... 

4.424 
340 
35 

1,485 
"10 

35 
M:lsccl1anoous contractual intcrC5ts_.~ __ : ___ :.._~______ 9 !) 

12.520 7.21!4 5.236 

Tota1. •.....:..................................... 146 

Property In tho Philippine 

Orand 

~~.--'"-~-·-9~v·&OTr~·---~ 

Table 5.-CHANGES IN NET EOUITY VESTED, MARCH 11, 1942 TO JUNE 30, 

1946, FROM DATES OF VESTING TO JUNE 30, 1946 ~ 


[In thousnnds of dollarsl 


Net equity vested as of dates of vesting ..... : . 233,052 
Add: 

Net appreciation' of interests in business enterprises 1 28, 594 
Income on interests in business enterprises. . . . . . . . . 8, 287 
Income on other vested property.. ...... . . . ... . . . 9,912 

46, 793 
Net equity vested as ofJune 30, 1946 (before deduction of property 

returned to former owners or lIsed to defray administrative 
expenses) . .. . . . . . .. . . . . . . . .'..... " . . . . . ......... . 279,845 

Less: 
Property returned to noncncmics. . . . . .. ... . -1,607 
Property used to defray administrative expenses. 12, 113 

-13,720 

Net equity vested as ofJune 30, 1946 deduction of property 
returned to former owners or used defray administrative expenses) 266,125 

I-ApprceiMion-l\nd di'prcrintion or llrop(lrth's' oth('r thon int(,f('sts hLbusim>s.!i ('ntrrprists 'rennot, be 
computed. Other llrOpcftif's nrl'.1 h"fP(Of(', carried ot th(' some vnlm's on JUllc30, 1046, as at dates of vesting. 

Nationality of Former Owners' 
A 'tabulation of net equity vested from March 11, 1942 to June 30, 1946, . 

according to nationaiity-of-theCfonner·owners-of-:-the-propel'ty,-is·shown-in-.....;.-
Table 6. Increases or decreases in'the amounts vested from nationals of 
each country from dates of vesting to June 30, 1946, are indicatcd in Table 
7. No distribution of the $12,113,000 of vested property funds used to 
defray . administrative expenses of the Office is possible inasmuch as such 
funds were transfen:ed with9ut specific charges against particular properties 
or particurar groups of nationals.1 . 

I For. a discussion of the use of vested property funds to defray adniinistrative expenses 
of the Office, see Ch. XIII, "Finances and Accounting," pp. 166~169. 

~ -""-, ~--- -.~-- . _..... _.-- ----~.-
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Uni ted State + ~31 

Alien PropE 3Q + 

Annu~) repcf' 
Al ien F'rope 



Table 6.-NET EQUITY VESTED, MARCH 11, 1942 TO JUNE 30, 1946, CLASSI. 
Table 7.-CHANGES IN NET EQUITY VESTED, MARCH 11,1942 TO JUNE 30,FlED BY NATIONALITY OF FORMER OWNERSHIP, AS OF DATES OF VEST: 

1946, FROM DATES OF VESTING TO JUNE 30, 1946, BY NATIONALITY OFING AND AS OF JUNE 30,1946 
FORMER OWNERSHIP 

fIn tbousands of dollarsj [In thousands of dollarsj 

I 
Nationality or former o'IVnership 


nate of valuation nnd type of Totnl 

'" property , Ocr. Itnl. Bun. Rou· Dul· 


, I' man J ian garinn ::t:~ 'f:~-

A. Valued as of dates of vesting: -'-.-  Net equity ve.sted as of dntesof vest· 
Interests in vested business ' in~ .................... , .•. , ....... 
R~~U':;s:·p.;ie';is;·oopy:· 151, 406 1 91,214 52,103 7,535 497 Add: 

Net appreciation of interests 
rights, and trade-marks (ac~ , in business enterprises I.... 
crued prior to dates of vest .. Income on Interest. in busi· 

ness enterprises............
R~f~;cipeiiy~::::::::::::::: ~:~~ ~:~~l 1,34~ 5~ ~ ...~'.~~~ Income on other vested prop.
Personal property.,.......... 12,520 8,335 1,8ll 423 10 439 
 .rty.......................

Interests in estates and trusts. 48,445 40,502 438 429 67 
Property in tbe Pbilipplne Net equity vested as Of June 30.

Island•••..•.•.•......•..... 194f: (berore deduction of property
returned or used to defray admin~Orand totaL•• , .......•.•.J---I---I-~-I---I--~I---1 
 Istmtive cxPenscsh ........ ,==.•.~. 

Percent of totaL. ..••...••• 

Natlonnllty of former ownership 

'l'ot,1 
Oer. Enemy 
man occu

p.led 

916 579 1,858233'0521140'825104'759115'5541 2,561 

4 j.._~._._I~_.__ ~._28,594 29,128 -8/8 274 
458 1_. ~ ___ ~~h ___ • ~ __ 1 ____ •••• h ......___ _8,287 7,604 225 

~~~~I~I__IO_I__O_I 2,258I 

219,845 189,009 64,398 17,152 2,6651-' 930 , 585 r'4,I16 

1 AppreCiation and depreciation of properties other thRn interests in business enterprises cannot be com ..B. Valued a. of Iune 30, 1946 (before I====I====I'''''''==~===~===~===I====I===~= 
deductIon of property returned 

used to defray administra. 
• expenses}: 

,-'-____.....:.-=-____,uasb.•....•.••• , .••••.......• -86.,710' -61;031' 
Cash in process of colleellon.. 300 •••.•• : •• 
Interests In vested business 
R~~~if.~ts:·p.;ie,;iS:·,;,;py:. 138,073 .93,409 41,162 

rigbts, and trado marks (Be·
crued prlortodate.s of vest· 

n!::f>propcrty:::::::::::::::: 3,~o:l 2,GGG
Personal property............ 12,229 7,458

Intertist. tn estates and trusts. 31, 163 25,233 180 
Property in the PhUippine 

::::s;~~;::::::::::::::::1·27:::: I~,~:::: ~ ..~~~~..'.:~;~. 
P.rcentof total............ 100.0' 61,9 23.0 6,1 1.0 ,3 


I Tho figures In this column include approximately $2,500,000,of property formerly owned by residents! From, this table it may be seen that interests in vested business enterprises ....... ,_,

of Austria, Sudotenland, and Danzig who were regarded AS national" of Oermany at the time of vesting , . " h' - ....J .' -J- .-. -,c'.'.' .. r"': h"·:'b· ':lk':- 'f ,;--.-=~ _... - - 

_ _... ,~ ,_. ~._ • T.!>e.$12,1l3,OOO.us.d to,d.fraY,B<im!pJ.t"!t!Ye expensesof,tho:Office and:tbe'$1;607,OOI)"worth of property:..:t· ~"and.::.patents, copyng ts;' anu-traue-marks account lor t e u 0 Income. 
~- ' •._-- r.turne<! to'nonenemyelalmants have not been deduct.d i 0 h t" Id' b t t' 1 . ' 1 t t d t ts

• Includes prop.rty valued nt $1,598,000 v.~ted as tbe property of Oerman nationals but returned to Iter proper les Yle mg su san la Income are rea es a c an rus. 
persons who establish.d tbelr nonen.my status and prevesting ownership. . ' ,

• Includes property valued at $1,000 vested as the property of Japanese nationals but returned to persoDS
wbo establlsh.d tbeir nonen.my status and prevesling ownership. 

• Includes property valued al $8,000 vested as tbe property of Roumanian nationals but retUrned to 
p.rsons who established tbeir nonenemy, status and prevesting ownership, , 

·putoo._ Other properties arc, thereforo, carried at the same VAlues on·June 30, lG46, as at dates of vesting. 

(ashJncom eJrom_Vested.P-roperty'''--_..:.c:.._-'''-__---'___-'--'-=--.:.---'--- 

During the fiscal year ending June 30, 1946, the Office received $5,664,

.\ 597.07 in cash income from vested property. This represents 31 perccnt'of 
the total of $18,199,374.70 of cash income earned by vested property for the 
entire period from March 11, 1942 to June 30, 1946. It is somewhat 
smaller than the $7,813,671.92 earned during the preceding fiscal year 

.. · ..iog owing principally to smaller receipts on stock interests ,in vested business 
enterprises. These receipts were reduced partIy because of the sale, of 
several vested enterprises, the diminished profits of other companies during 
the reconversion period, and the fact that the 1945 figure included a special 
nonrecurring dividend declared by a single company. . 

! Table 8 indicates the distribution of cash income by type of property. 
. 
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Table 9.-CASH RECEIVED THROUGH LIQUIDA nON AND SALE OF~PROP-. 
ERTY VESTED; CLASSIFIED BY TYPE OF PROPERTY, MARCH 11. 1942 TO 
JUNE 30,1946 

N OTE.-These figures arC net or direct e~pcnscs paid in conneciion with the sale or liqu!dntion of the vestfd 
property or to dischar~ liabilities incurred prior to vesting. The classification according to type 01 property
is based on the form In which property wns held nt the time ofliquitlaUon or sale. For example, cash rcech'ed 
from the sole of Ten! estnte distributed to thc Custodian from a trust Is ehwiOerl as proceeds or renl cstnto 
rather than o.s proceeds of trusts. 

Period 

'fotnl'l'ypc or property 
July 1,1945 to I.March 11, 
June 30, 1946 to June 30, 

Interests in vested business enterprise'S: 
Stock.•...••••.•••. _•.•.••..•.•..••...•....•. _•.•..• 
Equity in enterprises whose nssets or cx~s.<:; usscts

have been vcsted_~ ______ .. ~~~~_~ __._ .~_. __ . __ . ___ _ 
Partnership Interests.................. _"" ........ . 
Bonds._ ..• _.... _... _..... _. ____ . _. _._ .••...... _... . 

. Notes and accounts receh·abJe____ ~w~~~ _____ ~ ______ _ 

Royalties on patents, eopyrights, Ill1d trrule·marks (ae' 
. crued prior to dates or vesting);1 I

Patents, patent applic8tions, and patent contracts._ 4) 432, 328. 04 2QO 623.33 
-c::".Copyrights a_~~·eopyrightJ!orl.!r.a~ts~o ... ,'.,._.•"io:.,"F -=:-781,'280,93; =29;G48cl5 
- Trade·morks and trade·mark eontrocts._ .......... _. 400,922.64 - .102,5.15. 77 

5, 764, :\.11. 51 422,810.25 

, 4; 141, 704, 71'.";'-- ~:~n~-=F;:-":::= 
5,281. 721. 28 

Rea\f.~~':,'iit!i't~..............._............ _........... __ 
~r~~g~il-t~~ i;;nsch,)I<fs: -nncf ~ihcr- fnicr~sis-_'_-_-_~_-_-: 

2,6.,1.101.24 872,893.66 1,791,261.68 
2r,), 7:15, 18 114.927.94 145,807_ 24 

18_ 086. 78 8.446.55
I------f----' 

10,240.23 

2,943,583.20 I 006, 268. 05 1,947.315.15 

383,288.'151 452,122.46 
,33,910.75 822,131. 43 
349,025.00 2,562,951. 67 

1,:l(l9.45
85,OII.H 101.258.01 

224,556.46 
iil, 245. 752, m: ~: ~t 

-l,BO;.!l 1,465.62 

Table e.-CASH INCOME ON PROPERTY VESTED, CLASSIFIED BY TYPE OF 
. PROPERTY, MARCH 11,1942 TO JUNE 30,1946 

Ncrg.-Thcse figures arc net of direct p-xpcnses paid in connection with the op:craUon of Lhe vester! prop

~~~~~~~g:~~r~c~~~gfctb~r~US:r~~~~shOp~ri\sr~~;tiJ:~i~~~~:;i~na:~~~~t~J.O ti~re ~~l~~)i,r~isi~ 
income on rea} estate dlstrlbute~o the Custodian from a trust is elassified as income on renl estate rather 
then as income on trust.o:;. . 

Type 'of property Totol 

Pcrioct 

I, 1945 to IMnreh II, 1942 
30, 1940 to June 30, 1945 

TotaL •.•.•.•.••.••••... __ ••• _.•.....••••....•_._. 

Rey.lti.. on patents, oopyrights, and trrule·marks (ac· 
crued subsequent to dates 01 vesting):

Patents, patent applicatIons. and· patent contracts ... 
Copyr!~hts and oopyrlght contracts_ ....•..•....... _ 
Trade-marks and trade·mark oontr.ets_•.....•• _.•. _ 

Real property:
Real estate...•. _........... _~._ ... _............ _... _ 

Mortgages._••.........••.......... __ ....... ,....... 

Ground rents,lenseholds, and other interests........: 


TotaL ~ ~*~~ ~ -- ~~ ... - - - - --- ~- w • - - ~~. - - - • _.- - - .---- 

Persona] propert,:
Tangible personal property•........ _............... 
Stocks...•.•.•.•...•.•.•.•....•.... _... _..•••.... _.. 
Bonds•••••••••••.•••••• __ ••••.• _••.••••••••. '.. •••• 
Mortgagepartielpatlons.....••.. _.•......••.•.-..... 

Bank balance•.....•••.•.._...... ................... 

Notes, claims, and credlts..... .•.......••.•....•..•• 

Life insunmce nnd annuities ... _.................... 

Mlscellaneouseontr.ctualintcrests .........•...... 


$i, 961, 171. 0.1 
258,526. ;0 

22.569_ 85 
41,485.53 

$1,001. Oil. 60 
ii), 267. 99 

. 9,855 . .'i6 
1,439.79 

8,286, 746. 82 2, 647. &14. 94 

23,394_60 IS. roO. 36 
152.837.1148.412.71 ! 
229, 43S. 35 GIl. 468.. 22 . 
27,193.68 10,283.98 
11.212. 51 8,555.05 
6,478. 48 4,106.89 

·-1,789.•9 1-19S.16 
15,412.23. . 3,707.94 

------ 159,450_ 99 

S5,000. 103.03 
183,258. n 
12.094.30 
43,045.84 

6,239. 

G, 080, 5.'lQ, 05 1,915,932.7G 4, 164, 59i. 29 
849,318.21 505,924. II 343,394.16 
313,648.88 133,827,51 liD, 821. 37 

626, 178. 79 262, 515. 69 
61.860.31 23.239.71 
4,881.02 1,8&1. G3 

3M,ooa.l0 
38.579. 60 

2,006.39' 
 I 

I 
'.. i 

4.085.24 I 
104,424.40 
162,970.13 
10,009.60 I 
2,657.46 

1,371.69 


1-998.85 
 I 
11,704.29 

303.726.38 

5~: 1~: :g ~g: ~~: gg I 
180,30 ·2i6.32 I 

-------1---------1 I 

Orand·total. ................ , ...... -•.•...... -.....1 -18, I.. 

I 

1 EXcesS of expenditures o"er cash income. ! 
Cash Proceeds of Liquidation and Sale I 

jNet cash proceeds of the liquidation and sale of vested property during I
the fiscal year amounted to $29.631.7-52,21. Of this amount. slightly more i 
than half represents the sales proceeds of vested stock interests in American 
Potash & Chemical Corporation. The remainder represents sale and liqui
dation proceeds on approximately 5,000 property items of smaller value. 

The classification by type of property of cash received by the Office 
through liquidation and sale is shown in Table 9. Aside from interests in 
business enterprises, sales and liquidations during !he fiscal.year' were well 
distributed over the various classifications of vested property. Most signif

. icant from the standpoint of the work involved was the sale and liquidation 
?f almost a million dollars of real property. 

! 
I 
i'
! 

34 + 

300248 

$26, 602,407.41 I $18,402.028.34 

G, 902, 374_ 83 749,216.11 
58,963.34 47,297.08 
25.048.98 2,600.00 

4, 068, 438. 99 588,942. ?4 

$8, 200, 379. 07 

6, 213, 158, 72 
11,085,(;6 
22,448.98 

3, 379, 496. 65 

37, 717, 283_ 55 19,800,084.47 17,827,149_ 08 

,.. 


4.935, 103_ 48 .. 

PhlJippine property __ h_ 

Grand totaL.._ .......... . 

I Royalties on 
Interests by the 

G. 069, 239. 68 
2,545,324. M 

157,659.09 
-  121.-505.64

8, 893, 878. 95 

560,125.00 
== 
(,11,752.21 38,885,167.92 

trade-marks which accrued prior to the \'cstjn~ ofsurh 
Royalties which accrued subseQ.uent to vesting are 

---~, 3T~. 08-1-:-c:"'-:-dJl"t,,' •• :I-,-17;207;20' --31~645;69-'-- -.............. 

treut.en 8..<:;: income. 

SUPERVISED PROPERTY 
As of June 30, 1946. the Office of Alien Property Custodian holds under 

supervision only $2,540,000 worth of unvested property, This corresponds 
with a total of $30,500,000 of property which had once been placed under 
supervision but not vest<:d. Supervision over the balance of $27,960.000 of 
property has been terminated. During the fiscal year alone. supervision 
was terminated over $23,710,000 of these assets. Table 10 presents a 
classification of supervised property according to type. 
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'. Table 10.-PROPERTY PLACED UNDER SUPERVISION, MARCH 11, 1942 TO ,I 

It- -~',::-c~__. 

Uni ted 
Al ien Prope: 

" 

Annual repo;i 
Alien Prop~ 

I 

JUNE 30, 1946, AND PROPERTY REMAINING UNDER SUPERVISION ON 
JUNE 30,1946 . I 
NOTE,-Property controlled jointly through vesting and supervisory orders and supervised property ! 

subsequently vested Me not covered by tbls table, Tbe $130,000 In assets of supervlsedenterpr!ses,lorated ! 
lu territory controlled or formerly controlled by the ene~y. Bre ,also excluded. f 

[In thousands of dollars] I 
Total property IProperty over IPro,(>erty,..

r whIch super· mslnmg under fType of property I d dp ace un e vision ha.s been suporvision on f 
supervlslon terminated J'une ~ 19!.0 ' 

ov, I 
iTotoL ................. : ................ ____..... . 
 27,961)30,500 != 30,200 27,'/30 I 2,47U

Hill 140 10 ,.I 
20 
70 
61) ~ I·....·..··....~ i 

i 
In aQditiop to:the properties for which dollal" figures are given above,' the" ~. 

Office continues to hold under supervision the following property items on i 
which dollar valuations are not practicablc'16 patents and pate,nt applica- i 
••• " _ .~.t... 

Hons, mterests In two patent contracts, and a,' lease to a safety depOSit box. I 
HEtD~1 ~r:S*FEi<EEPII"lG-· . - i

j 

I 
The Office holds in "safekeeping" a sm.all quantity of property over I 

which control has not been assumed by either vesting or supervisory action ..! 
This property was acquired mainly through deliveries by persons not i 
connected with the Office; other items were previously .in the custody of . 
vested enterprises. 

As ofJune 30, 1946, the various kinds of property held in safekeeping were 
as follows: 

Cash , ...... : .. , , . , .. ..,."." ... ,.,',., .. "., ... ,:,. . .. ,.,.. 
Stocks, , , ...... :, . ' . , . , , ....... , ... , ..... , .... , ......... , , .. .-. . 
Bonds. , . , , ... ' , . . .. ." ..-, , ' ., ' , .. , , , ' .' .... ,.,.' ... ,.".' 
Mortgages ....... , , , .. , , . , ... , ....... , " ',. .,'" .'.... , . , , ... , . 

$283, 540 
25,254' 

9,049 
7, 008 I 

...:::::.c:......c.....:.c....."--'-_ ..-

·-~·~\ti:~I~~n:~~:-~-~~~~i~~b~~~:: , ...... ,., " .. "."" """'" :-:-,:::~:.-;;g~rr 
, I

Total, ... , . . .. ,..... ,., .. , ... ".,", ..... , ... , .. ,"",', 334, 943 . 

The total of $334,943 is $24,644 more than was held on June 30, 1945. 
This increase is primarily the result of the receipt of additional property 
items. 

ASSETS REMAINING FROM WORLD WAR I L 
i

As of June 30, 1946, the Office continues to hold assets remaining from [World War I seizures with a total book value of $65,930,675.20. These 

i 
tassets are classified in Table 11, The value of the largest of these assets, 

namely the $55,208,683,73 in Treasury certificates of deposit, is contingent 
upon the payment of certain defaulted obligations by the German Govern
ment, t

The $9,905,301.83, of property in process of administration is $108,440.96 I
Jess than the amount in process of administration at the end of the fiscal 
year ending June 30, 1945. The principal reason for this decline was the 
payment of $125,892.80 in taxes for the account of a German claimant. 1 

I36 + 

! 
t 

i 
t 

Aside from this payment, the most important transactions during the fiscaJ 
,year were the sale or redemption of bonds for $106,541.00 and the sale or 
liquidation of mortgages for $23,920.16. . 

The administration of World War I property has involved so little'work 
for several years that it has required no full-time staff. The most important 
rem(!ining problem is the disposition of claims of persons resident in liberated 
countries on which action was suspended owing to the enemy occupation.2 

TobIe 11.-COMPARATIVE STATEMENT OF WORLD WAR I PROPERTY HELD, 
APRIL 21, 1942, JUNE 30,1945, AND JUNE 30,1946 . 

Type of property 

Pr0t'i:~ ~J'o~~(t~~~~":!;:!~~ij~~: .... __ .....,......
Stocks. __ ....... ____ .. :_____ ...................... :. 


'~v.{;nt~i.~~i~i:i~~~~::~~~:~:~:::::~~:~~:~:::: 

Oerman spre,inl dClloslt ncrount fund.s (reprrsrnt!ng

amounts withheld from German dnlmrmts pt'ndmg 
fulnllment of Oblil1;Stlonso,f Oerman oov.,r,nmen!):

Cash deposit (U. S. Treasury)...................... 970,408.29 816,689,64. __816,689,,64_.;.....:.___ 
Certificates of,deposlt·(U"Sc'l·rcosury). =7C= -SS;203;9ZnC -55;208:683.73 55,208,683,73 

56, 174,421,80 56,025,373,371 56.025,373.37 

Orund 65,234,512,81 66,030,116.10 65,030,675,20 

2 For further information' on World War I claims, see Annual Report, Office'tif Alt'en 
Property Cuslodian,jiscalyear ending June 30,1945, pp. 171-172: 

--:~ --'.,--~-' - ---::....::.::.....-.-.-'--.. .:~-:.-

Apr!l2l, 1942 J'une30,1945 J'une 30,1946 

$9,014,305 51 
72.00 

~: ~g!~~ 
$9,803,316. 1ll 

571.00 

l~j~!l 
$9,813,322.83 

~77,00 

~:-~:!:ft. 
9,005,301. 83 

I I I ' 
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Business!Enterprises 
The Alien Property Custodian has vested substantial or controlling enemy 

interests 1 in 413 business enterprises in the United States with total assets, 
as of the dates of his assumption of control, of $368,000,000. 

The nature of the interests in each company vested by the Custodian 
depends upon the type of business organization. If the company is a cor
poratio'n, the Custodian generally .vests the enemy-owned capital stock. 
If it is a partnership or other organization in which not all of the owners 

'are enemy nationals, the Custodian vests only the enemy, proprietary 
interests. I.f it is .a .partnership .orother unincorporated enterprise wholly 

- owned by enemy nationals, all of the assets of the company are usually., 
vested. The major exceptions to this rule are certain.unincorporated \. 
banks- and insurance companies, in which the Custodian has vested the 
"excess assets" that will rema.ill after ,Rayment- of c1aims_and-liabilities-in 

-accordance-with·thC'la,A,sor-tfie stateS inwhich the institutions are located. 
Table 12 sets forth the percent of· assets or controlling ownership interests 
vested in the 413 enterprises. In 161 enterprises, the Custodian has vested 
100 percent of the controlling inteTests; in another 90 enterprises, 100 
percent of the assets have been vested. ' In addition to. vesting ownership 
interests of enemy nationals, the Custodian· also vests the, enemy creditor 
interests. ' , ! 

i 
Table 12.-BUsiNESS ENTERPRISES IN WI:fICH INTERESTS WERE VESTED, MARCH i 

i11, 1942 TO JUNE 30, 1946, BY TYPE .OF ENTERPRISE AND FERCENT OF 

! 
I 

ASSETS OR CONTROLLING OWNERSHIP INTERESTS VESTED 

--,----:-,,·J';~~i'::~~~~==r----'-- 1
Percent of as.'iets or controlling own.. Ir ershlp Interests vested I 

f 
!iTotaL....................... 


100 percent assets, ~ -~. - ~ -- - - - - - - - - -" I
100 percent excess fl.C)!llcts .• ____ • ____ _ 
100 percent controlling intcrcst~_. __ " f 

75-99,9 percent controlling interests, i 
,)0-74.9 percent contro11ing interests. , 
25-49,g percent controHlng interests_ 
Less th~ri 2~ percent controBing in

tcrcsts~_~~_~_~ ___________ . __ ._.~__ 11 15 3. Ii f 

I The pbm~<lcontromngo'l,l'Dcrship interests" means the'votln~ stock of eorporntions. partnershipsharc.<:;. j 
~~:~.f~~~~~~~rC:h~li~d~~ ~~~~~e~nSJ~~s~~1no;hh~~~~)I~rgt~~~~~~~t~e~~~~r~~ ~~t~~~~~~: ~~ic;~;~;~ I 
tn which assets or majority Interests have heen vested, are Included in the calculation ofperccnt vested wher· I 
ever such interests exist. . _ I 

I Stocks, bonds, and other property constituting interests in business enterprises too I
DOJ JX 5313; small to warrant supervision over the enterprises by the Custodian are discussed in " 

Ch. VIII, "Real and Personal Property." 
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Following the seizure of enemy 'interests in a business enterprise and the 
removal of enemy influence, a decision is made whether to operate or to 
liquidate the company. This decision generally rests on whether the Office 
considers it could secure larger cash proceeds by selling the enterprise as a 
going concern or through liquidation. Other factors, however, are also 
considered. For example, companies with going concern values based 
primarily upon patent rights or relationships with enemy affiliates arc sched
uled for liquidation. Moreover, if the interest vested by the Custodian is 
less than a majority voting stock interest, the decision whether to operate 
or liquidate rests primarily with majority owners. On occasions a com-' 
pany has been contim.lcd temporarily as a going concern to continue work 
in the war effort, because immediate liquidation of its assets was impossible, 
or for other short-run considerations. 

The vested proprietary interests in companies continued as going concerns 
arc generally sold by public sales .. The major exceptions are interests 
vested from nationals of Italy, which are ~vithheld froms;~le at the request 
of-the Department~ofState; .' .. .,~~ -, 

This chapter presents a general description of the 413 vested enterprises 
and discusses in general terms the problems of the Office in their operation, 
sale, and liquidation: Chapter V presents more detailed discussigns of 

.several enterprises3,el<;.cted_because-of-their=-importa'nce:"oi-oe'cause tn--=ey-"----
present problems typical of the classes of companies to which they belong. 

GENERAL DESCRIPTION OF YESTED ENTERPRISES 
Business Enterprises Vested During Fiscal Yeor 

Interests in five business enterprises have been vested by the Custodian 
during the fiscal year;of these, two were formerly japanese-owned import
ing companies and three were German-owned trading concerns. All these 
companies are small, with total assets aggregating $69,000 and net worth 
$29,000. Claims amounting to $11,000 against one of the Japanese com
panies, representing accounts payable to residents of japan, were also 
vested. Except for Hyalsol Export Corporation, a former German-ownec! .. 
enterprise engage,cl in the,e]<RQl:ting:.of:sulphona ted chigher-fatty·-alConols· to-' -. 
;Souih' f\tti'erica;'i1oneof the companies is actively engaged in business. 

Size and Activity of Vested Enterprises 
New vestings have brought the total number of business. enterprises 

vested from March II, 1942 toJune 30, 1946, to 413, As a result of the 
sale of 27 companies, the return of three to their former owners, and the 
complete liquidation of 49, there are 334 enterprises remaining under con
trol as of june 30,' 1946. As of dates of assumption of control the 413 
companies had assets of $367,689,000. On june 30, 1946, or on dates of 
sale or return with respect to companies sold or returned before June 30, 
1946, total assets amounted to $363,032,000. The .total assets of the 334 
companies remaining under the control of the Office on june 30, 1946, 
were $327,819,000. 

Eight of the vested enterprises had assets of over $10,000,000 at the time 
the Custodian assumed control and also on June 30, 1946, or on the date 
of sale. Another 37 companies had assets of over $1,000,000 but less than 
$10,000,000 on the dates of assumption of control; 38 companies were in 
this category on june 30, 1946, or on the dates of sale or return. 

In Table 13 the 413 vested enterprises aregr~)Uped according to the 
kinds of business activity in which they are or were engaged. There also 

+ 39735061-47-4 
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are shown the consolidated 
all the enterprises vested by the Custodian, the greatest number is in the 
wholesale and retail trading group, with. the holding companies second 
and those engaged in manufacturing third. Arranged by value of assets 
as of June 30, 1946, however, the manufacturing group is the largest, 
followed by holding, finance, and trade. 

Table 13.-BUSINESS ENtERPRISES VESTED, MARCH 11, 1942 TO JUNE 30,1946, 
. DISTRIBUTED ACCORDING TO KIND OF BUSINESS ACTIVITY 

(TotalBSseis In thousands of dollars] 

All vested enterprises {IncludIng:.) Enterprises held on companies disposed 01 prior to 
June 30, 1946)1 June 30, 1946' 

Total assets 
Kind of busIness activity 


Number 
 .' .: -Asof-June NumbGL·-ai.:~l:~sof com~ " As of dates 30 1946 or 01 com· of Juno 
panics 

of ~ssu"}P-d.te or panics 30,1946

co~r~1 ':'!i~~~ 
-------..:..-'------1----1----+--:--1----1---:--: 
Manufacturing:

ChemicaL.•. _.. __________ ..... ______ . 
Miscellaneous... _.... ______ .. _____ .. __ 

Agriculture.~ ~.~ ~ ~. ___ ~ ~ __ ~ __ ~~ ~ ______ ~ _~ ~." 
MJnlpg and petroleum. _______________ .. __ 
Trade:

Wholesale. __ •___ . __ . _... ______ " __ .. _. 

Tm:'~~..laii~ri·an(i rei"ie,fseiiices.::::::: 
Holding:

Investmen!.. .. _............. __ ._..... . 
Real estat.......... __ ....... , ...._.. .. 
Patent and copyrlght..... ____ ..... ___ _ 

Finance:
Banklng___ .. ___ ...... ______ •• ,. ____ ••• 
Insumncc_:. _~ _'__ ~ __ .~ ~~_~__ ~ ~.~ _____ ~. 
Miscellaneous...... __ •__ .•• ____ . ____ •. 

Services: 
Engineering... __ • __ .:. '.' _____ ._. _____ . 

assets of the companies in each group. Of 

I 
~ 

I 

! 
I 
; 

I 
I 

I 


r 

I 

! 

i " 

-i' 

i 

i 
I 

413_ --334-~-·i 

21 129,673 150,661 
38 26,696 35,109 
8 4,19>3 811 
5 1,218 966 

42,789 42;889 
33 

154 
5 598 4, 138 

21 2: ga3 .2,427 

16 59 093 56 493 
28 S' 577 7: 506 
21 

2:209 2,126 
22 64,928 56,3408 
9 15,;~~ . I,~~ 

951 
. .... - -~.q.ther.Benil".es.[Cnde!e,?~':!:~:I:C:-: .·c. ,=--,---~,".,.,'--'- .416,-- --NonprofiL......... ___ ... ____.......". 


17 130,944

22 20,74S 

7 717 

2- 02 
 , 

126 42,463 i . 
26 3,100 I 
20 2,427! 

12 54,747 I' 
22 5,050 

19 1,663 t 
22 56,340 

~ l,~g 
_ 951·1 _ 

~I':t:n"i'~~~g~ ':';~h'::is~';."'ol th~': :r'i,~~~s as of June 30,1946, are zero,. . 

A~cording to the nationality of the former owners of the principal 
. vested interests, the 413 companies and their total assets at dates of as
sumption of control may be distributed as follows: 

Number ojNatioflt.llity oj jormer ownership 	 Total assets .companies 
German ................................. _ 

Japanese .. " .. _.......................... . 

Italian ................................... , .. 

Other .............. ·....................... " 


-Total ....... . 


40 + 

203 $251,199,000 
171 100,457,000 

33 13,495,000 
6 2,538,000 

413 367,689,000 

.-:~'.,--'.~-:"", t~·~b-o~f.;L-:.t.~;,;~~~ 

CONSOLIDATED BALANCE SHEETS 
Table 14 sets forth consolidated balance sheets of all vested enterprises as 

of the dates of assumption of control by the Custodian and as ofJune 30, 
1946. Separate columns indicate (1) the changes brought about by addi
tional vestings, (2) changes reflected on the books of the enterprises (which 
include changes resulting from complete liquidation of 49 companies and 
partial liquidation of 248), and (3) changes due to the sale or return of 30 
enterprises prior toJune 30, 1946. 	 . 

Assets 

TOTAL ASSETS.-As of the dates of assumption of control by the 
Office, the 413 enterprises had total assets of $367,689,000. As ofJl,Ine 30, 
1946, the 334 enterprises remaining under control of the Office had' assets 
totalling $327,819,000. The decline of $39,870,000 is due to a decrease of 
$4,657,000 on the books of the companies and deduction of the $35,213,000
of assets of enterprises sold 6r returned.. ' . _. ---. -- --- 

• 
LOCATION OF ASSETs.-Arranged according to their location in the 

United States, in the allied andneutra! countries, and in enemy and formerly 
enemy-occupied countries, the assets of all veste<:\ enterprises are as follows: 

-. 

United State•.-............ _ 

Allied and neutral countries: .......... . 

Enemy and formerly enemy-occupied coun

tries ~ .....•.. , . , .... _.................... . 


AS oJ dates oj
as!,lmplion oj 

cOll/rol . As oj JUlie 30, 1fU6, 
$271, 429;000 $242,136,000

14,684,000 11,037,000 

81,576,000 74,646,000 

The sale or return of enterprises with United States assets of $34,964,000 
caused a substantia! decline 

_ 

in the total domestic assets of vested business 
. enterprises. On the books of the companies, however, there was actually 
an increase in such assets of $5,671,000; this reflects the expansion in size 
?f -going concerns, whose domestic assets incr~al>e~ by. $35~8~2?gQO,.. :'l:~ ___ -.::.:.._=. 

-- :- '322 -. 

. e nd49com'j Of the assets located in allied and neutral countries, those of Centra! 
1 ~nchidlng 27 companies sold, three companIes returned to their former nonenemy own rs, a . . American Plantations Corporation in Guatemala were the largest single 

pames completely liquidated. I I fl t d Iy by the exclusion 01 ! 	 '.n01'Excluding companies mcntio::;'.d ~n [00\ 
e\cT~e4~'ft~~~FeJ' ';;~~;I'e.s ~::.. not affect the asset! block. The sale of that company's assets In 1943 for $3,500,000 IS reflected 

-- :::..= -==-m~-l -:":::i11creasedargely. .offset:by.:.the :$'30,1:78 ;000 ·reductlon-m' assets 'of-compames-'I in liquidation .. 

i in the decrease in assets in allied and neutral countries from $14,684,000 
as of dates of vesting to $11,037,000 as of June 30, 1946. Approximately 

. three-fourths of the three million dollars in assets in China consists largely 
of accounts receivable owing .to the New York branch of the Yokohama 
Specie Bank by the branch in Peking. Other allied and neutral countries 
in which more than one million dollars of assets are located are Canada,
Brazil, and Peru. 	 ' 

f 
! 
i 

I 
! 
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Located In United States, .. :.. , .......... . 
Located in allied and neutral countries ... _ 
Located In and (ormerly enemy· 

occupied co"nl.r1e, ... 

271,429 
14,584 

-S,,964 
-~H 

, 242,136 
1l,()'3/ 

~a1 mm 

Net worth:
Net worth"of solvent cnterpriscs_____ _ 
Deficits of insolven.t cnterprjses .• ____ .. ~~.~-- w _____ ~~ __~____1____ 

Total net worth"""""",." ..". 238,204 ,:... , ..... , • 5,158 -£5, eSt 218. 730 

TotalUabllltles and net worth., ... " 1=~~;""J;;;;;';';;;';';';:O+~~==ol~~';';;;==!I=====;; 

........ -..~-~-""---~::."" 


Table 14.-CONSOLIDATED COMPARATIVE BALANCE SHEETS OF ALL 
VESTED ENTERPRISES, AS OF DATES OF ASSUMPTION OF CONTROL AND 
AS OF JUNE 30, 194~ 

{In thOUllsnds of dollars! 

Cha.nges trom dates or a.~umptlon 

or control to June 30, 1946 


As 01 dates . 


Balance sheet items oC ~,::,::rP- Less; en- A~o~II~~rc· 
control terprises 

ASSETS l 

Net worth 01 solvent enterprises distrib
uted according to ownershlp shares;. 

Vested In Cu"todlan ' .. , .......... ,.... 185,96.3 3,301

Owned by estates and trusts In which 

Custodian Issolebeneflclary, .... __ .. 2,773 ....., .. ,... 
Owned by others ..... , .. , ........ , .. ,. 51,032 -S,SOt 

. '. 
, R<!celvables and claims are clllSsified according to.loClltlon of debtors; deposl~'

depnsltorles;andsecuriticsaccordlngtoloontionollssuers;....-.•' .,__ 

':::"-'-'-::~:Jg~~'::l::~~i~~gfi;~::;;'''b~~d~~l:~~l;%~g~~;~:~~~ieSif.Tiible16~-
. . ' 

. The reduction of assets located.in enemy and formerly enemy-occupied 
countries from $81,576,000 on dates of vesting to $74,646,000 on June 30, 
1946, is due chiefly to the distribution by General Aniline & Film Corpora
tion of dividends in the form of its stock. in 1. G. Chemie, a German-
controlled Swiss corporation. Because the Custodian vested the stock of 
'General Aniline & Film Corporation held by 1. G, Chemie, which was 
found to be a cloak for 1. G. Farben of Germany, the investment in the' 
Swiss company has been. listed among assets in enemy and formerly enemy-
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; occupied countries. The bulk of the remaining assets in enemy or for~ 

I merly enemy-occupied countries is in Germany, Japan, and Poland. 


Assets of approximately $20,000,000 in Germany consist principally of 

I investments of Hugo Stinnes Corporation and Atlantic Assets Corporation. 

! 
I 

The'$20,000,000 of assets in Japan consist for the most part of receivables 

, due United. States branches of the Yokohama Specie Bank by its Japanese I 

head office and branches, Book value of the interests of Silesian-American
I 'Corporation in its Polish subsidiaries amounts to $31,000,000. 

I 
~ 

Liabilities 

i 
I 

, The total liabilities of the vested companies amounted to $f29,485,000 as 
! of the dates of assumption of control. A decrease of $10,415,000 on the 
i books of the companies together with the deduction of $9,981,000 of liabil

ities of com panies sold or returned brings the total liabilities as of the end 

of the fiscal year to $109,089,000, a total decrease of $20,396,000. The 

decrease in liabilities on the books of the companies results largely from 

reductions .in.liabilities of -enterprises in liquidation: .' .. ,. 

Claims representing liabilities of the vested companies amounting to 
$9,077,000 were vested by the Custodian at the time he took over control 
of the companies, and $3,684,000 of additional creditor claims of enemy 
nationllls have subsequenA)I' been vested._As,a.result,of-payments-of-sub",---'-'- 
stantiiil amounts to the Office by the companies and the return of a claim 
to the former owner, therc remains owing to thc Custodian $8,418,000 as of 
June 30, 1946. Vesting of certain items of the $6,879,000 remaining due 
residents of enemy countries is pending investigation; a large proportion, 
however, represents obligations to persons who do not fall within any of 
the classes of persons whose property is vested.. . 

Net Worth 
,. Total net worth of the vested enterprises has decreased f om "238 204 000 

" , . r ofiI , .,as oLthe dates of assumption of control to $218730000 on June 30 1946 
This decrease of $19,474,000 is accounted for b;: ' ,. 

A. Deduction of $25 232 000 the net worth of companie 
Id d I . , ) , . .., . . - ..- _.•s ·--:-c;-~· .=_,50 .or-=returne ,: ess,,-=,--~--'-' ..--- -~, -~. - 
B. Increase of $5,758,00~ in net worth on the books of the enterprises. 


. Table 15 shows the vanous factors responsible for the changes in net 

wo:-th on the books of the vested comp~nies. The principal factors tending 

to l~creas~ net worth were net operatmg profits of $44,685,000 and a net 

~apl.tal ~atn of $1,217,000. Factors tending to reduce net worth were 

hqUidatmg .Ios~es ?f banks and insurance companies of $1,066,000. and 

profit <l;nd liqUidatmg payments to owners of the companies (including the 

Custodian) of $39,078,000. 


During the fiscal year, ending June 30, 1946, alone, the net operating 

profits of vested enterprises were $11,298,000 and their distributions of 

profits and liquidating dividends totalled $10,837,0@O. 
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Table 15.-FACTORS RESPONSIBLE FOR CHANGES IN NET WORTH OF 
ALL VESTED ENTERPRISES FROM DATES OF' ASSUMPTION OF CON· 
TROL TO JUNE 30,1946 

. [tn tbousands of doUa... ] 

Factors responsible for cbanges 

1. Operating profits and losses (after taxes): 1 

Profits of 163 companies ................. . 
Less: losses of 186 companies 2 ••••.•••••••••.•••••• 

Amount 

48,751 
-4,066 I. 

Net change ............................ . 
2. Capital adjustments: S . 

Revaluation of assets (including losses and gains 
. on sale of assets and liquidation of receiv

ables): 

44,685 I 
Gains ................................ . 
Losses. . ......... ; .................. . 

Changes in expenses and taxes applicable to 
.' . 'periods·prior·to vesting: 

'Expense and tax reductions ............ . 

2,246 

I 
I 
J 
I

Less: expense and tax increases .... . 1,029 

. Net change ......... ::.................................. . 
~quidatinKgains and losses of banks and insurance. 

[ . 
. I 

1,217'-1 

companies: . 
Gains of 11 companies. . . . . .... . . . . . . . . . . . . . . 699 
Less: losses of 19 companies ... : .. : .. .. .. .. - 1,765 

'Net change ............. :: ........•...... : . . .. . '.' . . . . . . . . -1,066 
4. Distributions. to stockholders, partners, and other . 

owners (including Custodian): . 
Distributed profits in cash and in kind ............. ; . . . -18,565 
Liquidating payments in cash and in kind. . . . -20,491 

Less: funds returned to companies. . . . . . 75 - 20,416 

Stock bought in by companies. '......... , ........... . -97 -39.078 

Total changes in net worth reflected on the 
books of the enterprises (per. Table 14) .. 5,758 

3. 

CUSTODIAN'S INTERESTS IN VESTED ENTERPRISES 

While the figures set forth in. the consolidated comparative balance 
sheets of all vested enterprises (Table 14) show the book values of the Cus
todian's interests in both liabilities and net worth of vested enterprises, 
these figures do not constitute a satisfactory indication of the value of the 
Custodian's net equity in the enterprises for the following reasons: 

(1) Assets in enemy and formerly enemy-occupied countries may be 
considered as of only contingent value because of the damage they have 
suffered during the war and because of complicated. postwar problem 
cerning their disposition. Consequently, in determining the Custodian's 
net equity, these assets are eliminated from the balance sheets of the various 

44 + 
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£~0'OO £ 
enterprises; as a result the companies' net worths, and the Custodian's 
interests therein, are materially reduced. . 

(2) Since a number of companies are insolvent, it is necessary in comput
ing net equity to adjust the amounts due to the Custodian by insolvent 
companies in order to reflect only the amounts that the companies may
finally be able to pay. 

(3) Book values Qf interests in business enterprises do not 
indicate the approximate -market value of such interests, 
the case of enterprises operating as going concerns. Since the securmes 
of vested enterprises are generally not subject to regular market trading, 
however, book values constitute the best data available. 

After taking into account the adjustments indicated in (1) and (2) above, 
the' Custodian's net equity in vested enterprises is $151,406,000 as of 
dates of vesting and $137,332,000 on June 30, 1946. In Table 16 these 
amounts are classified according to the character of the interests. 

Table 16.-CUSTODIAN'S NET EOUITY IN VESTED ENTERPRISES, CLASSIFIED 
BY CHARACTER OF INTEREST, AS OF DATES OF VESTING AND AS Or=. _JUNE 30; '1946- .cc.. . .... . .... .. 

. [In thousnnds of doll.rsj 

Charnctcr Of interest As 30, 

Interest In not worth ..• , ................ . 

Stoek.............................. , ................................. " 
Equity In enterprises whoso IISSCts Or ••cess assets have been ,·ested .. 
Partnership interests .............................................. .. 
Other proprietary Interests ....••. , .. , ............. , ................ . 

Interests ao; 

llonds.............................................................. . 
Notes and ncCotlllt.s rcccl\'nblo~ ~~~~ ~.~~.""~" .~~ ~~.~ ... ~ ... __ ~. __ ._ 

I Of which $147,319,000 was vested ot datesofnssumptlon of control "ver thecnterprlso. by tbe Custodian .nd $4,087,000 subsequent thereto. 

Table 17.-CHANGES IN CUSTODIAN'S NET EaUITY IN BUSINESS ENTER
'PRISES, DATES OF VESTING TO JUNE 30,1946 

[In thousands 01 dollars) 

Net equity as of dates of vesting ....... , .. , ................. , ... ",... 151,406 
Add: Net appreciation of vested interests. . . . . . . . . . . . . . . . . 28, 594 
Less: Proceeds of liquidation or sale of vested 

interests: . 
Liquidating dividends in eash and in kind paid 

to the Office. " .................. , . -18,381 
Interests sold by Office.... .. . ............ -19,'223 
Debts paid to Office.. .... .......... -4,093 
Interests returned by Office ....... , . . . . . . . . . -741 

-42,938
Deduct direct expenses incurred in manage

ment or sale of vested interests. .... ..:... 270 - 42,6(}8 14,074 

Net equity as ofJune 30,1946......................................... '137,332 
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All going ooneerns (Including com· GOinluc~:~~r~wW~;d onpanies sold or returned)1 

'l'ola1 n.,...,«~L't 

KlIidof husllle,.-,ncLlvlly I.. 1-- -\-'-'--1 .h fITotlll"-'<SOIS 
... -_•• - - ' ': • 0 .. -', J!urnlw'·Qf..As of dotes·· 'As onune ';;:''in1,.'i:i:,. ·M'or:June 

- --~.-.-----.. ---  oompanlcs of assump. 30,1946. or . 30,1946 
Uon of dato of sale 
contro! or return, 

177 86116TotaL.............................. 


Manufacturing: 
130,864150,582 J41211,07917ChemicaL............................ 


26,4981334,85926,33624Miscellaneous......................... 

241123103883Agriculture................................ 

221Il26111M3Mining and petroleum.................... 


Trade: 
15,0451815,97112,69721Wholesale ............................. 


5 2,~903.1283.9.128RetaiL ................................ 

12111211 1noTransportation and feInted seryices. ___ . ~ __ 1 

Holding: . 
6 21.57223,216 23.3186In vestment .. ~ ~~ _~ _~ _-- - ¥ * ~ ~- - - - - ~ - ~ - _.

3,88796, 46.5 ·6.34313Real estate............................ 

1,622122,0352,15913Patent and copyrlgbt.. ................ 


8 ............
81 -----~.--~~~Miscellaneous flnance ...................... 

Services: 95133,303 951Engineering........................... 3 


2373237218Other services rendered for profit .••••. 3 

I Including zi companies sold and three companies returned to tbeir former nonenemy OWMrs prior to 

l~i:i~~:g companies mentioned In footnote 1. .\. 
Uni ted StClt; 46 + 
Alien Prop; 
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Reconversion 
Of the 97 vested enterprises continued as going concerns as of V-j Day, 

28 were engaged in manufacturing war products or were performing other 
essential war work. During the fiscal year adjustment to the require
ments of peacetime markets has been made by the great majority of these 
vested enterprises. In adapting their businesses to peacetime conditions 
vested enterprises have faced problems similar to those of the rest of the 
industrial community. Some of the companies have found their businesses 

· severely curtailed by the cancellation of war orders; others have been 

unable to mcet the civilian demand for their products and are embarking 

on expansion programs. . 


Among the vested enterprises engaged in war work which, after termina
tion of war contracts, returncd to the manufacture of their prewar products 
is Karl Lieberknecht,. Inc. From its war business of manufacturing gun 

· carriages and other ordnance materials this company has been reconverting 

its facilities to the production of hosiery knitting machines. While it has 

been.ablecto repair or .rebuild some ·of·the machinery required in'its-manu

facturing processes, the company has also found it necessary to purchase 

new equipment. Procuring this equipment, as well as obtaining materials 

with which to manufacture its knitting machines, has· been attended by 


· difficu Ides and delavs due to the 

may be seen from thc table, was the sale and liquidation of substantial 
interests in the companies. The extent of the declinc was considerably 
lessened, however, because of net appreciation of vested interests during the 
period of the Custodian's ownership; this appreciation resulted primarily 
from the undistributed profits of operating enterprises. 

OPERATION OF VESTED ENTERPRI~ES AS G.OING CONCERNS 

Number of Vested G~ing Concerns 
.Of the total of 413 vested business enterprises, 116 have been operated 

as going concerns :during the entire period of the Custodian's control. 
The sale of 27 companies and return of three to former owners leave 86 
vested companies operating under the control of the Office at the end of the 
fiscal year. 

Total Assets and Kind of Business Activity 
In the period from the dates of assumption of control to june 30, 1946 

(or to the dates of sale or return with respect to the 30 companies over 
which control has been relinquished), the total- assets ·of- the -116 . vested 
enterprises operated as going concerns increased from $209,065,000 to 
$239,177,000. The total assets of the 86 going concerns held by the Office 
at the'end'of the fiscal year are $203,963,000. In Table 18 the companies 
are. classified according to kind of' business activi!y, and .the to~l assets of 

assets -the enterprises engaged in manufacturing are 
with the various types of holding companies second. 

Table 1S.-VESTED ENTERPRISES CONTINUED .AS GOING CONCERNS, DIS· 
TRIBUTED ACCORDING TO KIND OF BUSINESS ACTIVITY 

[Total assol~ In tholl!l!Inri. of dollnrs] 

as a' 
Those companies whose wartime products are adaptable to civilian uses 

have had little difficulty in altering the form in which ;their finished products 
are turned out, but havc had to develop new markets. One of these com
panies, Rohm & . Haas Co., formerly manufactured plexiglas for such 
military uses as airplane noses and windows and is now making products of 
the same material for peacetime use.' 

For some vcstcd companies reconversion has meant the termination of 
active business operations. Schloemann Engineering Corporati'on, for 
example, was kept in existence because of the value to the war effort of its 
patcnt~,' design~, ,mel engineering skill in the procluctiori or hyclrauHe 
extrusion pt'csses ne\~ded hy thc aircraft manufacturing: indllsll"Y. 'With the 

'. :.::",end_.~f:-cthe. _war','_RrodUl:,~i9n_prog!.a_ll1,' J,b~:-~compan y..:.is-.:.scheduled.· for ,.'--=--"-., 
liquidation. 

SALE OF VESTED ENTERPRISES AS GOING CONCERNS 
During the current fiscal year the vested interests in eight operating 


business enterprises have been sold to qualified purchasers. These eight 

bring ·the total number of business enterprises sold by the Office to 27. 

Table 19 lists the companies sold, the buyers, the prices paid, and other 

pertinent data. 


.The total ofthe sales prices received by the Custodian for. the 27 companies 

sold to june 30, ·1946, is $19,223,000, compared with the total book value 

of the sold interests oJ $18,623,000: The eight companies sold during the 


· fiscal year brought a total of $17,249,000. That approximately 90 percent 

of the total sales proceeds was received on the eight companies sold during 

the fiscal year is accounted for by the $15,531,000 selling price obtained for 

the vested shares of American Potash & Chemical Corp.oration, the first of 

the larger vested enterprises to be sold .. Since American Potash & Chemical 

qorporation is one of the vested enterprises selected for more detailed 

presentation, the account of its sale is included in Chapter V, "Selected 

Vested.Enterprises," pp. 64·65. . 
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RIEDEL-DE HAEN, INc.-Riedel-de Haen, Inc. was established in Newcidii~ e 	 il/ ~ York in 1929 to exploit in the United States certain trade-marked ethical" oO:e'g 8 ~ ~~ « ~ ..,.., e~ !l '§ ]l~ ~ ] 
'I' pharmaceuticals and proprietary medicines formerly" produced and sold by~ 

c.o~ ~ g ": ~~ .! ~ r3 d J. D. Riedel-E. de Haen, A. G., of Bedin, Germany. ' Since 1940 a small1 ~~ .c '8 	 oIil ..:;~ 
0- jj~ .p;: r;. ~a ; s·CL. amount of pharmaceutical chemicals has been exported to South A,merica
",,,~ ~" .~ d-;a;"",,: .5 0\ 8·0 ~ :l: ....J 0 .... ! and Mexico. The company is primarily a sales organization and, therez· ~-=i'Q·~.Q 	 ~ ~,,0 " LI.I ~~;.;dl~~ ~. §s~§ P7 ",0 8 I fore, maintains no manufacturing facilities. Processing and packaging are~ 
C ~:::i A '" E- ~ E- "" I performed by domestic concerns. Prior to the sale thc Custodian assigned< 

... '" '" <i> ~ ~ I to the r..ompany for a nominal consideration' the vest~ct residual rights of..... 
! J. D. Rledel-E. de Haen, A. G., the German' parent company, in and to 

, 
o 

! any of the company's trade-marks; two trade-marks vested from J. D.tl :'0 i Riedel-E. de Haen, A. G" which were almost identical with marks used byi:i: 8,2 .si .~ .e .2..... " " " >.:1 :0 :0 :0 :a ;;:; :0 :E ! the American company, were similarly assigned. Certain patents relatingo 
-"" ~ :l "E

~ " " ~ ~ ~ ~ " ~ ! to processes used in making products marketed by the company have beenUJ 
§ § 	 55 vested from J. D. Riedel-E. de Haen, A. G. and licensed to the company~ f'! § ~,,; ,,;::;: , I

, 

on an unrestricted, nonexclusive, royalty-free basis by the Custodian, theOrJ~ IJ':)~) 
CD ~ ~ -- $$ 'j r.ompany relinquishing, as a condition to such licensing, all rights in 

__ these patents which it held under a prior restricted, exclusive, royalty-free 
iii' 11 ' license from the German parent company..... 
:i :-.J(c.c __ , ~ ~,~, _________' , ~___,T.!'te record .!.otal o!:.J~,Ei~s, .r_~~eiv~d Is...!?di.cat~ve 0lShf,.in;!p-~£~a!l<;Lc:=

"=-,=C.-::-'. :::: 7 c.=:' '~~"'-r"8;',=::::r:;;,;-'=--- ",,-'e,: c-'" .~-,,,, -, .- , 'cc".. :::a -. ---'.' ' '~' ._" - 'attached,to tlie 'proaucts 'of-thls' company,'lTI -the pharmaceutical field. .. 
§~ The Ames Company of Elkhart, Indiana, submitted the accepted high 

5 'S:2~ bid of $695,750, which compared with a book value for the stock as of 
'~.~ iii July 31, 1945, of only $56,814. The considerable excess of sales price 
:l'..~:g over book value represents the value placed by the purchaser on the 
:g ~ ~~ trade-marks, which w.ere carried on'the books ata nominal amount of $1. . 
~ ~ '8;; GRAEF & SCHMIDT, INc.-When the advent of war halted its import 
g g';i trade in cutlery from Germany and interrupted' its maplIfacture of scis
'Oi 'Oi ~ 15 sors, knives, and manicure instruments, Graef & Schmidt, Inc. began man
~~ ~~.9:;; I ufacturing surgical. instruments. The company is resuming the produc

.... ...., • 0$ - ~~ f.' tion and sale of a complete line of scissors and shears.'
1* z' 'g ~ '0 ~8 i gl!!(~ 8,8 .~ ~ ,~ .;~ ~ . On October 30, 1944, a. s~~t under Section. 9 (a) of the Trading with 
LI.I.~__\;'__:_,_z_,~ ..:a..g_i_~ ~~:i~'>!-l~-~ _~ ~,i< . . the Enemy_Act had b.een lQltlatedJ)y_t~e_reglster~d:-:owners_oLthutock,--,-_--:---=
>0 . --1l. :l!. il ~ ilt i' "'''''li'' "e '",1: fl ll'''':;- I the trustees of the Estate of Hermann KlOd, assertmg that the 100 shares
:r! 0 .__~ ~ '0 .s: s~ e_g ~.2'Oe B ~it~fj ~ ~~ I (tOO percent) of the capital stock of Graef & Schmidt, Inc. had been 

,.... ~ '8 ~ "gf:~ ~ ~s8!£,ss l~]~2l . '~~8 f erroneously vested by the Custodian. Under the provisions of Section 
~ v ~. ,~. . ~~,e-g'~'5'tii .~,g!g~ ~ .e~~:3~ g]s5 ! 9. (a), ~ested property cannot ~e ~old pendi.ng disposition ~f ~ s~it. _A, 
:t: - ~. -g1i -- '3.§~~ g1i~ j,j~~ a~o:::.~~,§ ~ g..~Il~' -'- r ·stlpulatlOn- wa.s 'filed by theplamtlff consentmg to offer no- obJectlon to 
3: 	 >to"E:8. a~~ §1i'§:§ ~ g~h~n iio]~ ~ ~ 1:3';; i the sale, provlded the proceeds would be made available for settlement 

~ ;:;: 0 '" ~ ~ 0 A ::~~! ' of the claim in the event that the litigation was successful. The manu;; 
h';;.ll ~ facturing facilities of the company, which were located in a factory leased 

!il " 
>. 

OJ :J :;;:o~~ 	 from the ,Fifth Avenue Cutlery Shop, Inc:, also vested by the Custodian,(/) :3. ~.
£i " 0 

~ '"0 .; d :.: :i :.: -1l1l'::-5 	 were offered for sale concurrently with the offering of the stock of Graef 
CL. 3 :i <5 :i .!i :ia:: ~ >- ~ i~ ~~ 	 & Schmidt, Inc. In order to increase the value of the company by rhaking'is 's -a . ",,' OJ ",'~ i 	 I"<~ M0 0 " S ~~~:E 	 available' a plant particularly adapted to spec,ialized manufacturing'" ;.. f" " ] ~ ;..Z :3 " 

"" 
8 

'" 
~ .. " I"< 0 .8~g~ 	 processes, a .condition was, att~ched to the sale onhe facto:y whereby theLIJ .. .g ~ d Il:11(/) H(/) 	 3 Z" " " " Pl III " " Z '" .Z Z 'g '" ~ 12 successful bidder for the capital stock of Graef & Schmidt, Inc. could 

LI.I '" 	 :~~~ purchase the plant for a price no lower than the highest acceptable bid
Z .., 1;';' ; 0 :@ .; ~~:o~ 	 received in the concurrent offering of the plant.. The $301,125 bid ofVi >. ,s ~;:;: i!i 8 ,EI::> "Q. "8"':" ~ <;> ];E ~~ 	 Revlon Products Cor"poration, New York, N. Y., the highest of'fourteen" gE:" d 

:E 0 .9 0 d.'S ..cI dS 0° 
~o 8 "iii .;.! s~,' Q '"0 11 ~ 11..9'.13' 	 received, was considered satisfactory. Revlon also exercised the option to81.,. 0 -5 '" :s~og ~ III ;~:r~ 	 purchase the factory. buildings and site for $30,250, subject to an existingDOJ JX 5313' "il 	 ..," '" fl- '" oIil ~ ~'S~: e 2 Po :2 8~.s.s 	 mortgage.'" C>I ~ L!~ 8 ~~ 0 ,Q ~ <>

! ,,'" I'i o..:;;ZZ 8° .~Uni ted Sta~i: ~ -< 0 ..; "" ~. ~ I'll 
80 e 	 cO '" 
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ment had made no attempt to solicit new business before V-J Day, it had a 
substantial volume of unfilled ord.ers on hand. At a.public offering of the j 

. 440· vested shares, or 100 percent orthe Corporation's issued and outstanding 
, shares of common stock, the Office received nine sealed bids. The award 
was made to the highest bidder, whose offer of $166,000 was $54,367 more 
than the book value of the stock. ' . . 
~()RE-&'-GHEMICAL.::::eORPORAnON. - TheOre-&-cJ:i.emi~al-C::orporation 

was engaged before the war in the importing and exporting of chemicals, 
pharmaceuticals, and drugs. When hostilities interrupted its foreign trade, 

. 	it turned. to the recovering of non-ferrous metals from ore dumps. By use 
o! modern metallurgical methods the company has been able to reco,:er 
zmc, lead, and copper.from the dumps of rock and qther,waste matenal 
which accumulated in the Leadville, Colorado, area as a result of mining 
operations early in this century. Among thc Corporation's assets were 355 
shares or 39.4 percent of the issued and outstanding shares of the capital 
stock of Pembroke Chemical Corporation, discussed in the subsequent 
section, The vested stock of Ore & Chemical Corporation, consisting of 
2,000 sharcs of preferred and 2,000 of common, or 100 pcrcent of the issued. 

I 

I 

_'F. E. HESTHAL COMPANY.-The F. E. Hesthal Company owns and 
operates commercial real estate in Bakersfield, California. ' The buildings 
are rented, to retail ,establishments on relatively long-term leases, which 
provide for a minimum annual rental, with provisions for additional pay
ments,if the sales of the tenants exceed stated amounts. The company is, 
therefore, for a' number of years practically assured of determinate mini
mum earnings,with a possibility that they may be increased. At the public 
sale four bids were received for the Custodian's 1,800 vested shares (18 
percent of the' issued and outstanding stock). The high bid of $55,080 , 
offered by Mr. DeLancey C. Smith, President and Treasurer of the 'com- I, 
pany, was in excess of the book value of the vested stock and was accepted. ! 

TOBACCO MACHINERY CORPORATION.,-Known as J. C. Muller, Inc. I 
until August 1945, the Tobacco Machinery Corporation began late in 1941 
to convert its plant from the manufacture of tobacco processing machinery .' 
to making products for the war effort. At the time of sale.in October 1945, I 
reconversion to peacetime production was under way, and the construction i 
of a group of tobacco separators had~'been started. Although the manage~ I 

" 
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Pembroke Chemical Corporation; the highest was $13,125 made. qy, 
Pembroke Chemical Corporation itself. The next highest bid was $13,100 
made by a British-controlled domestic corporation which, together with its 
British parent, already owned a majority of the Pembroke stock. Owing to 
the provisions of the Trading with the Enemy Act requiring that vested 
property pe sold to American citizens in the absence of a finding by the 
Custodian that it would be in the public interest to. sell to an alien, it was 
determined to reject the bids for the reason that the high bidders were 
controlled directly or indirectly by a British corporation .. The four other 
bids received were rejected as insufficient. In the effort to obtain a more 
adequate sales price than had been offered by qualified bidders, the 
Custodian ordered a public auction on January 29, 1946. At the auction 
the Ore & Chemical Corporation, then owned by Mr. B. R. Armour, the 
successful bidder at the Custodian's auction sale of that company' in Sep
tember 1945, made the high bid of $15,500 for the 35 vested shares of 
Pembroke Chemical Corporation. 

K. NAKANO, LrMlTED.-K. Nakano, Limited, was the first of the enter
. prises located outside-the continental United States to' be offered for sale: 

The company operates the BON TON Department Store in Honolulu, 
Territory of Hawaii, specializing in medium-priced apparel and dry goods. 
Its business is in competition with nine other stores of a similar character 
located in the same are~ ..~.!_J~ublicsale the C..ustodian_receiv.ed_five':..·~-~___ 
sealea-6ios rangingfrom$93.90 to $255.32 per share for the 939 vested 
shares (53.3 percent of the outstanding capital stock). The high bid of 
$255.32 per share, appreciably more than the $188.50 per share book value 
or the stock as of December 31, 1945, was accepted.' . - .. 

UQUIDATION OF VESTED ENTERPRISES, 
, ' , 


Of the total of 413 vested business enterprises 297 either were in liqui. 

dation at the time of assumption of control by the Custodian or ha,,:e been 

subsequently placed in liquidation by the Office. Of these enterprISes, 30 

are closed banks and insurance companies, which are treated separately 
in the next section of this chapter. The rcmaining 267, as may be noted 
from Table 20, have been engaged ina wide varie~y o.f b~sin~ act!viti~s.c____ .~! 

and outstanding s!:t!ire_s,~'!S.~ffer~Q fo,," _public sale }!'trci1!gh-th~_111edi.umof=- ..:=:As.::of dates'-of-'assumption-oFtontrol;-"'10-iriveitment-holding-co~pa:nies--- i 

::..:.;:::·---::":,,,:,=,:::sealecFbios'on:"AugusC10;'1945:' -Tnehighest~bid received, $126,160, was "owning assets of $35,877,000 and 133 wholesale trading compames with : 
apprpximately45 percent of book value and was rejected as insufficient. assets. of $30;092,000 comprised the greater part of the total assets of '1 
As an alternative to immediate liquidation of the Corporation, an attempt . $78 378 000 of these 267 enterprises. I 
was made to negotiate a more satisfactory selling price. Two grou'ps p' d' . L' 'd r fer ! 
indicated they would pay $175,000. It was determined, however,' to roce ure In Iqui Q 10~ 0. o.rpora Ions .. ,.1 
reoffer the'vested shares at a public auction on September 27 1945. The f The first step in the liqUIdatIOn of corporatl~ns IS the cancellatIOn. of the I 
Custodian awarded the property to the high bidder for $245,000, or : existing certifi.cat,es for vested stock an~ th~ Issuance of new .certlficates I 
approximately 87 percent of book value. , in the Custodian s name. The corporatIOn IS then restaffe~ With person· I 
,PEMBROKE CHEMICAL CORPORATlON.-The Pembroke Chemical Cor- nel. <;f the .Ot?ce., When necessary the corporate structure IS amended. to ! 

poration has been principally engaged in the exploitation of phosphate- faclhtatehqUldation and corporate procedures. Inyentory and appraisal I 
bearing lands in Florida. On September 22, 1944, the Alien Property of all physical, pr~perty follow, toget~er, with a revlCW of all othe; ~sets I 
Custodian vested 35 shares or 3 89 percent of the iSsued and outstanding and a determmatIOn of the corporation s fiscal and tax status. LiqUId a-
shares of capital stock of the'company. Another 355 shares, or 39.44 percent tion of the physi~al property may be car!ied out through u~ual trade 
were owned by Ore & Chemical Corporation (see preceding section). At channels, by pubhc sale, or through neg?tlated offers, depen?mg on the 
public sale held on August 10, 1945, the vested shares of the company's method most adva~tageous to the .custodian and, the corporatIOn, Other 
stock were offered simultaneously with the Custodian) holdings in Ore & assets; such a:> receivables an~ claims, m)lst also b: red~c~d to cash: 

, Chemical Corporation. Of the six bids received for the 35 vested shares of Claims agamst the corporatlo? are reViewed, their v,:hdlty d~termmed, 
, and necessary steps taken to dispose of them. Follo~mg the Issuance of 
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a dissolution order by the Custodian, the proceeds of the liquidation are 
distributed in. accordance with applicable state and Federal laws. 

Tobie 20.-VESTED ENTERPRISES IN L10UIDATION (OTHER THAN BANKS 
, AND INSURANCE COMPANIES), DISTRIBUTED ACCORDING ,TO KIND OF 

BUSINESS ACTIVITY 
[Totaias,ets In thousands or dollars] 

Totnlassets 

Number ofKind or business activity enterprises As or dates or 
assumption or 

control 

4 ~94 
I~ 3.~ 
2 64 

65,873 

79 

~~ 
40 

133 ,30, 092,-____ ~ -,26, 9IS-I-, potations 'was' vested arid- a 'deterinination-6hhe-extenttowliich the liqui
26 I, 666 ' . 710 I d' d d' I' f h ,. d . h I h
26 2, 823' 2, 268 I atJon an ISS0 utlOn 0 t e compames ,In accor ance wit state aw ave 

35877 '33. 
, i 112 I, 

,aTIl. 
10 193 179 

13 423 322 

I Including 49 completely liquidated companIes, which bave no assets remaIning on Iune 30, 1946. 
I Almost all of these assets are located in enemy and formerly enemy-occupied countries, 

ACCOUNTS RECElVABLE.-In collecting accounts receivable, it is first 
necessary to develop'information to show that the debt is due and owing 
by the person, firm, or corporation indicated to be the obligor. by the 
books of the company. In some instances, making and enforcmg the 
demand results in counter-claims by the obligor based on agreements 
alleged to have been made prior to vesting .between the company and the 
obligor. When the files of t~e, company are not sufficiently clear to re

..- .. .fute such ,claims,_ ~c:m'!P.Lqm~e=-o_ffer~(l{ .~~t~I(!.ITlC::flUnE!y.- be.sought.,-VYhe!l-=

.--- -tile initiation of a suit to enforce collection is necessary, the matter IS 

referred to counsel for the company. , 
PAYMENT OF CLAIMs.-Among the primary responsibili~ies of. the Of!1ce 

in its liquidation program is the prompt payment of vah? claims agamst 
. corporations. Such payment can be made. as the liqUidatiopof as~ets 

progresses if the solvency of the company IS unques~lOned. Otherw!se" 
final settlements with creditors cannot be made until matters affec::tm% 
foreign assets and liabilities are resolved, lawsuits settled, and. the hqUl
dation process substantially conc.luded. During t~efisca~ year a pl~n 
was adopted with respect to an InSolvent corporatIOn havmg s~bstantlal 
assets whereby pro rata payments were made, to the extent pOSSible from 
available funds, to all creditors whose claims had been allowed. Fun~s 
were reserved for. the payment of contingent claims. Approval of thiS 
plan by the Custodian has l~d to the adoption of.similar plans to be ap~ 
plied to four other corporate cases, This procedure greatly shortens the 
time creditors must wait for substantial payments on their c!aims.. 
" While nonenemy foreign creditors of vested corpor~tions receive t~e 
same treatment as domestic creditors, it has often been difficult to ascertam 
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whether, their claims are valid obligations. Too often information in the 
files of the companies is insufficient, and until proof of the obligation can, 
be procured payment cannot be made'; Efforts are being made to obtain 
additional information on which to determine whether such claims should 
be paid. 

LIQUIDATING DIVIDEND,-In 100 pe;rcent stock vestings, the declaration 
and payment of a liquidating dividend is preceded by: 

1, Liquidation, of assets, either completely or to the point where th~re 
are sufficient funds to pay all creditors' claims in full. 

2. Payment ofcreditors' claims. ' , 
3. Dissolution of the corporation. , 

I 

Because means of expeditious closing of corporate cases are not always 
provided in applicable state statutes, the Custodian has accelerated the 
final distribution of dividends to himself in cases in which he is sole stock
holder by issuing "Dissolution Orders"; these orders are directives to the 
corporate officers and directors and provide for the manner of winding up 
corporate affairs and making final distribution of a~ets. Dissolution orders 
are based on a review of all actions taken since the capital stock of the cor

progressed. The orders provide for the payment of a finaL liquidating 
dividepd either wholly in cash or partly in cash and partly in unliquidated 
assets. Li,ggic;lltting_dividendLare_paid_partially_in_kind-if.:the-nature-of-'-----'--'--=-::.'----' 
some of the assets would delay the complete liquidation of a corporation. 
Dividends paid in kind generally consist of securities and accounts receiv
able involving difficult collection problems. The dissolution order speeds 
.up the payment of a liquidating dividend by directing the turning over to 
the Custodian, as the sole shareholder, of all remaining assets after credi
tors' claims have. been paid, without waiting for the expiration of the 
statutory period which may be required under applicable laws of the state 
in which the company is incorporated. The order also provides for exculpa
tion ofthe officers and directors in making such payments before expiration 
of the waiting period. . 

Where the Custodian's vested interest is a majority interest but not 100 
~ercent, the same procedurc!s, foll?wcd . in n;a~ing li9u~~at.ir:g A~:Strib~ . _. , .._.<.c 

=-tlonSjCexcept. that:before-the:d Issolu tIon·:order -'Is-Issued-It :IS 'necessary-for":'::=--'--=~ 
the other shareholders, exclusive of'the Custodian, to furnish bond to 
protect the officers and directors of the company as well as the Custodian 
in the even~ that creditors' claims not shown on the books are asserted and 

allowed prior to expiration of the waiting period . 


If o?ly a minority inte:est in a company has, been yest~d, th~' manage
ment IS generally not deSignated by the Custodian. No dissolutIOn orders 

are issued, but the plans for distribution adopted by the officers ?re passed 

on by the Custodian under his supervisory powers. 


BANKR:UPTcy.-The principal. reasons for determining that an insolvent 

corporation should be placed m bankruptcy are P) a ,small amount of 

liquid assets compared with outstanding liabilities and (2) doubt as to the 

possibility of material realization on other assets. If the cause of a com
pany's insolvency is present inability to collect foreign assets, in substantial 

amounts, however, bankruptcy is not elected. When a corporation a 

majority or 100 percent of whose stock is vested possesses substantial liquid 

assets, it is rarely placed in' voluntary bankruptcy regardless of the degree 

of insolvency. If the Custodian has a minority interest, the question of 
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8~~GOOt> 
instituting bankruptcy proceedings rests with the majority shareholders. 
During the fiscal year.wo vested corporations, Haruta and Company, Progress of Liquidation: Assets iit the Uniled Stales 
Inc. and .Sakuma. Shokai, ·Ltd., both Japanese trading companies, were CAsH.~The increase in thecash holdings of the companies from $12,884,
voluntarily placed in bankruptcy; another 12 companies were placed in 000 as of dates of assumption of control by the Custodian to $16,271,000 at 

. bankruptcy in previous years. the end of. the fiscal year is due to the collection of receivables, claims, and 
deposits and (the sale of other domestic assets.. The $3,387,000 increase, 

Procedure in Liquidating Uninco~porated Enterprises II' however, is after the deductions of expenses paid.in the course of liquida-
In liquidating the vested assets of unincorporated enterprises, the pro tion an? after payment of liquidating dividends to owners, including the 

cedure followed is first to take possession or control of the vested property. Custodian. 
The property is then inventoried and appraised. In preparing for and 

carrying out the. sale of the property, the Custodian's General Order No. 26 
 Table 21.-CONSOLIDATED .COMPARATIVE BALANCE SHEETS OF VESTED 
is followed; this order requires, except as provided therein, that property . ENTERPRISES IN' LIQUIDATION (EXCEPT BANKS AND INSURANCE COM
be offered for ~ale through sealed bids publicly opened and recorded: PANIES), AS OF DATES OF ASSUMPTION OF CONTROL AND AS OF 
When public offerings do not produce adequate bids, negotiations are JUNE 30,1946 

[In thousands o( dollars]undertaken with prospective purchasers in order to obtain satisfactory_ 

offers. Receivables, claims, and other assets are reduced to cash, generally 

through negotiation with the other parties involved. _ '. 


CLAIMs.-Claims asserted against unincorporated vested enterprises must 
~ ,,-pJ!_c_es!@r;ilY.c.be.•hanc::lIed:.inc- a. -diffe.renLfashion-. from.thosecmade_ 


corporations in which interests have been vested. A corporation, as a 

person, can proceed to pay claims against it or can be sued by claimants-- . 

the validity of whose claims is questioned. When the' Custodian -assumes. 

control of.an_uniIl<::orp~rated enterprise. through th~. issuance_of. a vesting c'" 


I';" ~""oraer;i<iking~tit1e-to-the-:assefs:-onnecompany, tnere frequently are out-

Balance sheetitem Net change As of .June 30, 
1946 

12, 884 8887 6 Z1 
.2,7113_ -1:663 \14~

....::.:.-=i:iilg; ----.-':;t~;t ~-:::·-=}~t.::.---'--=-'--2,m -t,.:~ 'ro 
standing claims .against the property that arose from ordinary business llO -/00 Yil 
transactions prior to vesting. ,Such claims c;m be paid only by the Office. . _ 4.464 -t, ~8 ' 2, 006 
Because.the Custodian~s legal authority to pay' most kinds -of debt claims .' _. Total assets locntod In United States.~ .._...".:__ : . 32,644 -S.l1t 24.4J2 . . . . . . Located In allied and neutral oountrl...... .............. 7,032 ,..4 004 3, 1J28' 

is not clear, the policy has been adoptea of not, paying .debt clairhl: until . Located.!n enemy and formerly enemy-oecupled ooun· . 
this authority is more adequately defined.z Post·vesting expenses incurred . trl!l"················.. ·······~ .. ,·· .. · .. ·:..~·,····.... I_____1'_____1.___-'-_ 

in managing or liquidating such' enterprises are, of course, paid currently Tot.I""".ts....···· .... ·:~.._.... ·'·· .... ·....·::..I===~=I===~=I,==,.......;:;;;,;;;;. 
by the Custodian. For a fuller discussion 'of claims, see' Chapter Xl,. LlARILITiES ANDNET.WORTH 

"Claims and Suits," pp. 142-154. . Liabilities:.
Owing to residents 01 the United St.tcs...........·... ' 23.775 23,711
. P .f L" 'd"; . - . G I Owing to residents of sIlled, neutral; and lormerly 

-6~ 

rogress 0 Iqui ahon: enera enemYoOOC'!'pled oountrles......................... 3.701 

. . . . OWing to resIdents 01 enemy countries... ........... 4.953 


Of the 267 companies, exclusive of banks a!ld insurance companies, that. Owing toCustodi!'n (vested)...................:... .6,756 

.~_~•.!~, have..been. pl~_Ce9·.in..liqliidation"'since.:.vesting,·.::a:..total.::oL49.:::have.::been=r~~:'..::.~roi,'I11;,blliti..~~:=:::::;:=::==~;,:=:~4,:=I:::::=:s==sI;;2L;:I===:=f9iiI====3f:~='==:::""::.c 
entirely liquidated by June 30, 1946. Cash is the only remaining asset of· N.t worth: 
another 34 companies, with complete liquidation delayed only by comPli-I.' ~et WO~ibofsolvent ente'llrls'!"..... :.............. 47.436 

cations' 'over discharge of liabilities. Progress of liquidation has been et wo h o/insolvent .nterptlSes·... · .. ·....·...... I___--'.S,_'1_'-I-__-'-_.I__..---.:......:. 

hindered by the wide variety of special problems arising in individual cases . Total net worth.. ..···..............·........·.... ·I_____II-----l---__ 


and by the particular difficulties resulting from location of more than half ~. TotalUabllltiesand net worth:· ....········· ....·I======I======I~===;,.......;.;;;;;.; 

the total remaining assets of companies' in enemy and formerly enemy-. I. Net worth o{ s~lv.nt enterprises distributed according 

occupied countries, where appraisal and liquidation of assets, normally I to~:i':cI'l'~lb~sfo';i'tan .... :_...... ~ .................. 29,080 '-1,91S' 
 28.162 
complicated by laws and ~egulations of foreign gove:n~ents, are further I Owned by others................................... 18,356 -t,4tS 15,928 

aggravated by the destruction of war and the uncertamtIes of the postwar i 
IReceivables and clalm.s are classified ""cording to location o( debtors; depOSits according to location 0('situation~ . depositories; and s""ruitles according to location o( issuers. i -. 

. The progress of all vested enterprises in liquidation except banks and , Including $2.001.000 of additional rights in debts vested and $19,000 net decrease in value Of rights. less 
_ $3.107,000 In securities and cash paid to Custodian. 

insurance companies is indicated generally in Table 21 and is discussed in . $4:~~~~I~gc!!hl::~e~~i1f.~~~i~ll~td;::fo:n;:.~t worth vested and $\.10,000 increase In book value, less 
the following sections. . - , 

RECEIVABLEs.-More than half of the receivables as of dates of assumption• Public Law 671, 79th Cong., 2d Sess., app~oved August 8, 1946, has since of control have been- collected, $414,000 during the fiscal year. A large. clarified the authority of the Custodian to ·entertain debt c1ailllJl and to pay them. 
part of the $1,140;000. yet to be collected is complicated by countercJ<iims, 
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I 
by legal processes where suits have been found necessary, and by the' f 
inability of some creditors to pay. Duri!1g the fiscal year a recovery of t 
approximately $137,000 was effected by PlOneer Potash Corporation. The I 
complicating factors here were the defendant's contention that a Dutch I 
(;()vernment decree prevented payment and a technical defense based on I 
the original agreement under which the debt was incurred. I' 
. IN'VENTORY,-The process o~ liquidation has resulted in the reduction of 
Inve':1tory by $3,178,000, leavmg $1,061,000 yet to be disposed of. The 
largest single item remaining is a billet mill with a book value of more than I 
$700,000, for which a satisfactory market has not yet been found. . f 

Outstanding among the sales during the fiscal year was the public offering. 
of precious, semi-precious, and synthetic stones that had been vested from f 

- -the ReconstructlOn Fmance Corporation mvolved the following companies 
and sums: 

{1pan, Cotton & SIlk Trading Co., Inc .. ~. , ., ............. S214,991 

ltsUl & Company. Ltd...... . ............... .. .... . ...... 1 778 066
 

Hara &£ Company ...... , .... : . .. , ..... , ........ , ......... , .. ' 235; 435 
1" , . 	 I 
Prl?gress of LiqUIdation: Assets Abroad . 

ASSETS LO.CATE~ IN ALLIED AND NEt;TRAL COUNTRIES.-As of June 30,' 
1946, assets m allied and neutral countries are carried at $3 028 000. Over 
half of this amount consists of accounts receivable owing to v~sted enter
prises in liquidation by persons and companies in Canada and China. 

ASSETS LOCATED IN ENEMY AND FORMERLY ENEMy-OCCUPIED COUN-
TRIES.-By far the most important enemy assets of all vested enterprises in 
liquidation are the mining subsidiaries in Silesia owned by the Silesian-
American Corp. and carried at a book value of $31,000,000. Another asset 
carried at substantial book value is the claim of theJapan Cotton Company 
against the Yokohama Specie Bank of Japan for $1,200,000. . . 
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of book values 	that . were I~.. excess of rea~ values of SUC? property. ,The. 
of the remammg $260,000 m fixed assets IS land and build- 

at $230;000 held by Bruhan Re~lty_Co,' . '. '. ,. . '.' 
. "-W1:'I-'--'b-I-' I d . h h' h'ANGIBLES.- ul ~ mtangl es me u e patent rig: ts.w IC rr;ay be of 

some value, they consist for the most part of good wlll, mterests m trade
marks, and other items which may be valueless. '. . 

DEFERRED CHARGEs.-The decline in' deferred charges to $10,000-in- ' 
?icates the expiration o.f such prep,!id items as ~usiness .license fees. and " 
Insurance and the depletion ofoffice and other supphes used m the businesses. . 

CLAIMS A.N~ DEPOSITS.-·Claims and deposits totaling $4,454,000 as of! 
dates of vcstmg havc been reduced by more than half, to $2,006000 on I
une 30 1946 Approximately 90 c t f thO d" ' d . 

J . ,. . per en 0. IS re uctlon occurre . 
dunng the fiscal year and resulted from the award of over $2,200,000 in' 
sett1e~ent C?f claims against t~~ !Jnitcd States GC?vcrnment for quantities of ,. 
raw silk which had bcen requlSltiOncd from certam vested enterprises by the _ 

6£200£ 

p f L 	 'd' L' b'l" 

rogress 0 Iqui atlon: la I It~es . .. . . . • . • 
As of June 30, 1946, the total habilltles of vested enterprises m liqUidation 

were '$34,288,000, a decline of $4,927,000 since dates of assumption of 
control. The reductiqn of liabilities owing to residents of the United States 
to $23,711,000 does not reflect the substantial payments made to domestic 
creditot~ becau.se of increases in lia,?ilities resul~ing primarily fro~ the ac~ 
cumulatIOn of Interest on the unpaid debts of msolvent compames. Pay
ment and, to some extent, the writing off of liabilities found to be invalid 
.ohligations have resulted .in a decrease in liabilities owing to residents of 
nonenemy countries to $1,970,000, a dcclineof $1 ,731 ,000, The $1,947,000 
decline in liabilities due residents of enemy countries results for the most 

Bridge Import Company and Pioneer Import Corporation. These sale'S! part from the Custodian's vesting of an additional $2,001,000 of creditor 
are discussed in Chapter V, "Selected Vested Enterprises," pp. 92-93. • interests 'subsequent to his assumption of control over the enterprises. 

INVESTMENTs.-::-Reductions of investments by approximately one-third I Despite t~esc additional v~st~ngs, liabilities owing to the Custodian have been 
has brought their book value to $3,581,000. Smce over two-thirds of this substantially reduced, prmclpally because of the payment of $3,107,000 by 
amount represents holdings in United States Government securities no • the companies. 
serious liquidation problem is present. . '. . ,. ..' ' '':'' ,~-
_ FIXED ASSETS;::-:Thedeclineinfixedassets by-$2;353;000'is tne resuH of-"Progress of Liquidation: Net Worth 
the sales of bU. i.ldings, real ~state, and equiP.ment and als.o the c. hargin.g off ~he net worth of the companies at dates. of ass~mption of contro.l and 

net worth as ofJune. 30, 1946, are reconciled as follows: 
. ,

Necworth.!I'l.oLdiltes,of.assump:ion:of.control-.-.-..-.-.'-.-. -..-.-.-.-.-.,-,-.-.-S39;-163;-000 
Operatmg profits and losses.

Profit of 80 companies .......... , .... , , . .. $1,888,000 

. Less: Loss of 159 companies ............. - . -2, 679,000 


,__ ,_.Y"ar .rr<>.d,~qi9!\-A,?a~d ,~uring_t!?-~ .w~r_ p~riod._:..The' remittances' made~J::)Y-11 -'- ...:...c:.=i~~rc'sts b;'u-gh~in by co~panjes .. , .'~- ...• 

'. . ' 

. Capital gains and losses: 
Capital gains .............. , .......... , . . 
Less: Capital losses : . . . . . .. .............. . . . 	 ' 


Dlstrl~UtlOnS to stockholders and other owners (m
c1udmg the Custo(ltan): 

Regular dividends ... ,. . ....... '.' . . . 
Liquidating paymcnts .. , ..... ,. . .. '.' 

' . __ .. " ... 

. . 
-791,000 

1,800,000 
-3, 291, 000 ' 

-1,491,000 

-342, 000 
:"""'4, [J3S. 000 

_.:c ".:C'-=,~:;::-' 

Total changes .,.. ........ . .. , . , .... , ., .. -7,578,000 


Net worth as ofJune 30, 1946"" .. , ...... , ................ ,. 31,585,000 


PROFITS AND LOSSES.-The profits of 80 companies in liquidation have 
hecn more than offset by the losses of 159 companies, resulting in a net 
operating loss of $791,000. The other 28 companies in liquidation had' 
neither profits nor loss~s..Th~ net operating loss is ca,used principa!ly by 
necessary expenses of liqUidatlOn and by the substantial accumulatlOn of 
interest on debts which certain companies have found impossible to pay, 
principally because they have been unable to obtain any income from their 
European assets or liquidate. them. 

CAPITAL G.AINS AND LOSSES.-The capital gains of the enterprises in 
liquidation result chiefly from downward adjustments of taxes and other 
liabilities incurred prior to vesting and from gains on the sale of assets. 
Losses on the sale of assets, the writing down of assets carried at excessive 
book values, and the entering on the books of the companies-of additional 

... 57 

http:becau.se


__ 

-,<~:4,,;;'~~~!U'-..£T~~~Wi!t7#e;;"~i!" ·nr~_~_~;_~~L"\~1i~tti:~~"·i,~,~~";. ~~~_;.:.. I~:'~ '''k~'!'~':'~'' ..?~~1::-!;~~~~iliI:1i;..p' 

liabilities found to have been incurred previous to vesting are the main 
factors accounting for capital losses. _ 

DISTRIBUTIONS TO OWNERs.-The· progress of liquidation has thus far 
permitteEl the payment of $342,000 in regular dividends and $4,938,000 in 
liquidating dividends, or a total of $5,280,000, to the owners of the enter
prises. During the past fiscal year $1,354,000 of liquidating dividends 
were paid. 

L1QUIDATION OF BANKS AND INSURANCE COMPANIES 

The 'liquidation of 22 banks and. eight insurance companies is being 
continued.. Of these enterprises, 21 are former Japanese companies, eight 
Italian, and one German. The liquidation of 21 of the companies is being 
carried on under the supervision of the Custodian by the superintendents 
of banks and insurance of state governments, while the liquidation of the 
remaining nine companies is being conducted directly by the Office. 
. The balance sheets of these enterprises have been consolidated, and the 
re~u1ting statement is presented in Table 22. . 

.-Dispos~r;;FN'onfiquid-As~ets 
Since the dates of assumption of control to June 30, t 9~6 ..domestic assets 

othe.r than cash have ?ec1ined from $24,18~,0~Ot? $12,180,000. The ... 
,!:.--'-___-'--::d':.':ec=l~m:"e=o~f$12,001,D_O.O--,mc1udes_the.sale_or-hqUldatlOn-of-$8,306;000-of

assets and the distribution of $3,695,000 of assets in kind to the Custodian. 
The re~ucticin in nonliquid domestic' assets during the fiscal year alone 
amounted to $1,420,000. .. 

Remaining nonliquid domestic assets consist largely of accounts receiva
bIe, but due to legal questions and the insolvency of some debtors only a 
part of the $11,756,000 of outstanding receivables may be collectible.. 

Progress in the .liquidation of assets in allied and neutral countries con
tinues to be impeded by enemy .property regulations of foreign govern
ments and by disputes as to whether certain debts are payable to home 
offices in Japan and elsewhere or ·to· vested branch banks in the United 
States. 

O q"'~on~,~ (.J \) v 

Table 22.-<ONSOLIDATED COMPARATIVE BALANCE SHEETS OF vESTED 
BANKS AND INSURANCE COMPANIES IN LIQUIDATION, AS OF DATES 
OF ASSUMPTION OF.CONTROL!AND AS OF JUNE 30,1946 

[In thou~ds 01 dollars] 

As 01 dates 01 As ollune 30.Balance sbeet Item . assumption 01 I Net chango 11).16control 

ASSBTS I 

. Located In tbe United States: 
Casb............................................... .

Ree<>lvablcs.........................................

Investments....................................... .

Fixed assets........................................

Deferred charges..............·..................... . 

Clahns and deposlto ................................ 
_____.---

ITotal assets located In tbe United St.tes......... ;

Located In allied and Mlltml countries.; ......... ..

Located In enemy and formerly enemy-occupied

countries_ _~._ .. .. ... ... ~ ____ ~ ~ • ~ ~ •4 _ _ _ ________ _____ __ 

Tota~~ets···::···:··· .... ···..·~::'.;:-,::·:·~·:··:.·I-------.7-"-; 
LUBlLfTlES AND NKT WORTH 

Llablllti..:
Owing to r..ldents 01 the United Stat............... 

o:~~~;~~idl':!~O~afr:~:.~...~:~I~.~~:~::'.'~~:. 

_ . owlng'orcsi:fen~olen.m~countrjes .. ~·:: ...--· .. ·1 ',°·_1 
---TotalllablllU....______. __ ... __ .................. . 

Net3~[~~rth 01 solv~nt enterprises. __ ... ____ . ____ .. __ . 

Deficits ollnsolvenl ente~Prlses···----· ....·.. :·....I--_--1 


Total n.' worth·..... __............:........... __.

1TotalllablllUcs ~nd net wortb .................... 
-----i--- 

Net wortb or solvent enterprises distributed .ccording
to ownershIp shares: 

Vested In Custodlan.... __........................... 
I 


.
Owned by otb.rs................................. .. 


, RecelvalJles and claims are clsssi/led "ccordlng to locatlou or debtors; deposits according to l0<8tlon 01
deposltorl..; and securIties aooording to location of Issuers. 

, Less than MOO. . 
J ThIs amount includes n reduction of $14.349,005 in the book vnhlo of the Custmllnn's Interests resulting 

from tho transfer of cnsh nnd other property t~' the OHicc n~ lit{llidnliug distributiol 

,::-fqyment~oLCreditor$-:::.-.=.:.:.__, ':;: =.~:.. ~.-'''::' o..::;.::=...;:..::.. : .• -~"' ·.. ·c· .. - .~-= :::.::..:Changes~in-NeFWorth-:.;.Gains-;.cin-dct;oss'e'S-'an(f[)istrilJ'utiOnS ·f<)-O~·;'irs'':· :'. 
During the fiscal year ending June 30, .1946, payments to depositors and 

other creditors recognized by the liquidating authorities amounted to 
app~ximately $2?500,000, or more than double the amount paid in the 
preVIOUS fiscal period. About $1,500,000 of the .total consisted of payments, 
almost all ofwhich were to I'lonenemy.foreign creditors, by the New York 
agency of the Banca Commerciale Italiana. Since the time of assumption
of control the companies -have paid over $8,000,000 to creditors. Owin• g 
IargeIy to the entry onthe b00ks of preVIously unrecorded liabilities the 
actual decline. in liabilities on the books of the companies (see Tabl~ 22) 
amounts to only $6,529,000. . . 

The issue whether depositors are entitled to collect interest on their funds 
from the time the banks closed to the time the deposits are paid is being 
resolyed through litigation pending in several stat~s. No general ruling 
applIcable to all companies can be expected because of the varying cir
cumstances in each case. 
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. From the dates of assumption of.cont~ol over the companies to June 30, 
1946, the net worth of the banks and Insurance companies has declined 
from $66,922?000 to $5~,.18~,000. This change in net worth is explained 
by the folIowmg reconclliatlOn: . 

Net ~ort.h as. of da!~ of assumption of control. ., . ..... . .... .. .. $66,922,000 
. Liquld~tm~gams and l?SSes: _

Gal~ 0 11 companles .. : : . . . . . . . . . . . . . . $699,000Loss. losses of 19 companIes ....., . . . . . . . . . -1, 765,000 

Net leiss ............................ . 
Distributions to stockholders and other owners 

(including Custodian): 
Liquidating payments in cash ........... . 
Liquidating payments in securities (Treasury 

bonds; marketable stocks) ............. . 

-1!066,000 

-11,343,000 

-3,325,000 

Total distributions ............ _. . . . . .. - 14, 668, 000 

Total chan!;e in net worth. . . . . . . . . . . .. . .......... . -15, 734,000 

Net worth as of June 30,1946.......... : .................... . 51,188,000 
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The net liquidating loss of $1,066,000 results from book losses on the sale 
of assets, adjustments in the value of assets, liabilities established since the 
assumption of control, and administrative expenses incident to liquidation. 

During the period since vesting, $14,667,645 in . liquidating payments 
has been distributed; !he Custodian received $14,349,095 and minority 
stockholders received $318,550. Total distributions during the fiscal year 
were $2,282,645, made principally by General Insurance Co. Ltd., Pilot 
Reinsurance Company of New York, and Tokyo Marine & Fire Insurance 
Company, Ltd. 

----" -

--~--
~-:;= - --•.:':::--==-"~-
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Selected Vested Enterprises 

The vested enterprises 'discussed in this chapter have been selected for 
more detailed presentation than the general treatment of business enter

. prises in the preceding chapter in order to illustrate the nature of the 
Custodian's business enterprise holdings' and the problems they present. 
Among the selected companies are some of the largest that the'Custodian 
has vested and continued in operation. The sections concerning twelve 
of the selected enterprises carry through the current fiscal year information 
relating to companies·described in previous annual reports. 

. The first eight enterprises_discussed have been continuedas-goingcon~ - 

-cernsoy'ilie Custodian following his vesting of majority stock interests from 
the former German owners. Six are manufacturing companies: American, 
Bosch Corporation, American Potash & Chemical Corporation, General 
Aniline' & Film Corporation, Harvard Brewing_ Comflany,Jkhering-;Cor""-______ 

, poration,;and-Garl-Zdss,Inc;-General'Dyesblff Corporation is a wholesale 

distributing firm, and Hugo Stinnes Corporation is an investment holding 

company.· , 


The, next four descriptions are illustrative of thc Office's actions and 

problems in liquidating business cnterpriscs. Three branches of Mitsubishi 

Shoji Kaisha, Ltd. were formerly engaged in wholesale export and import, 

while the three corporate subsidiaries of Yamanaka and Company, Ltd. of 

Japan dealt in Oricntill art goods and ilntiqllcs. The United Stiltcs 

branches of Yokohama Specie Bank Ltd. constitute a formerly Jilpanese

owned banking business and Pilot Reinsurance Company of New York a' 

former Getman- and Italian-owned insurance company. 


The last section of the chapter is concerned with Pioneer Import Corpora- _ 
. lion and Bridge Import .Gompany, which are, tr.f!!~<;!i"Jpgciher_JJecause=of.:.'::,,;:;;=-,,--,---
~theii:='close:,;rela·tionship." Thesecompanies;-'not discussed in previous 

annual reports, are in liquidation and are included here by reason of the 

special interest attached to the Custodian's sale of the companies' precious 

stones. 


As in the descriptions in previous years, the information presented 

accounts for the Custodian's interest in each company, explains the nature 

of the business, deals with any special problems of operation or manage

ment, and summarizes the financial history of the selected enterprises: 
 ·t· 

AMERICAN BOSCH CORPORAnON 
i" 

Interes.t of the Custodian' 

The Alien Property Custodian continues to hold title to 535,000 shares, 


or 77 percent, "of the 692,644 outstanding shares of capital stock of American 

Bosch Corporation. 


On June 14, '1946, Aktiebolaget Vargos (hereinafter referred- to as,· 

"Vargos"), Stockholrns Enskilda Bank, Aktiebolag (hereinafter referred to 

as the "Bank',:), and Svenska Aktiebolaget Caritas (hereinafter referred to as 
 I

.1
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..-- -- -mcludmg 'magne~os, g,enerat.ors, hmer-~lStfl?U~OrS, Ignition COlIs, voltage 
regulators, and wmdshield wipers. While aViatIOn magnetos accounted for 
well over half of net dollar sales during the period of war production, their 
manufacture and sale were substantially reduced in the latter part of 1945, 
and accounted for less than five percent of sales in 1946.' 

The company's products are sold prmcipally to do'mestic manufacturers 
of engines and automotive vehicles' a smaller amount is sold to distributors . ' .
and Jobbers for replacemen t purposes. Export sales accounted for approxi

. f" . fir'mate1y SiX percent 0 the total net dollar sales m the st SIX months of 
1946 SId I d . . II th h th d' f ..- . a es are eve ope prmClpa y roug e ren ermg 0 engmeermg
services and advice to manufacturers ir! the design and layout of their 
pr~ducts rather than through merchandising or advertising reaching the
ultimate consumer. 

Operations during the first six months of 1946 resulted in a substantial 
los8. The dependence on iron castings, steel bars, strips. and sheets, and 

- . 
DOJ JX 531; 1 Prior to bringing suit, the plaintiffs had filed Claims Nos. 5208, 5234, and 5235 

with the Custodian.· 

United sta'· 62 + 
ALien Pro' 

Annual rep" 
Alien Pro; 

"Caritas"), all Swedish corporations, instituted under Section 9 (a) of the 
Trading with the Enemy Act an action against the Custodian in the 
United States District Court for the District of Columbia. 1 The complaint 
seeks the return of the 535,000 shares of stock vested by the Custodian or, in 
the event of the sale of the stock, the proceeds resulting from the sale, and 
also dividends amounting to more than 51,000,000. It is alleged that 
voting trust certificates representing the beneficial interest in the stock were 
issued prior to May 19, 1942, the date of vesting, to Brown Brothers, Harri 
man & Co., New York, who held the certificates on behalf of the Bank, and 
that Vargos was the owner of all of the' voting trust certificates, subject 
only to certain pledges to the Bank and Caritas. The voting trust agree
ment has expired, and Vargos now claims legal ownership of the vested I 
shares of stock, alleging that neither it nor the Bank nor Caritas, who claim f 
as pledgees, has been in any sense an enemy of the United States or has held I 
the shares for or on behalf of any enemy. . 

Management 

. The American Bosch Corporation continues to be managed by a board of 
seven directors, of which Mr. Frank J. Garvey; who was formerly on the 
staff.of the Alien Property-Custodian, is Chairman. Mr'.-Doniild P ..He'ss; 
another member of the Board, continues as President f)f the Corporation.
Mr. John P. McGuire resigned as a Director of the Corporation in February 

419 6, and was replaced by Mr. Walter S. Quinlan. 
The directors ma~ge .the normaLbusiness_operations- of-the-company': --~'J;:a~t~·::::::::::::::::::::::::::::::::::::::::I··..···2,·6ii;aiti· I 

., ~: ~~: ~ 
una;r a general authorization issued by the Custodian, but all transactions 
outside the normal conduct of business require specific authorization. 
Business Operations 

.... . 
Following V-J day, a reconversion program was started to prepare for 

peacetime operations. Manufacturing facilities that had been leascd 
were relinquished and all activities were combined 'at the main plant at 
Sfpring~eld, Massachusetts. DedPartments were rearranged, tbeh; manufact~re 
o wartime products was aban oned, and arrangeme'lts are mg made With 
h R . F' C . h hId't e econstructlOn mance OrpOratlOn topurc ase suc ease eqUipment 

as is 'needed for peacetime operations. . 
The American Bosch Corporation's principal peacetime products are. 

Z9C;OOS 

copper wire as the basic materials for the manufacture of its products 
worked serious hardships on the company's operations since these materials 
were not obtainable in adcquate supply. 

Financial Information 
Thc Corporation's total assets declined by $4,986,139, or 26.2 percent, 

during thc year ending June 30, 1946. The amount of cash was increased 
by $1,294,650 while all other classes of domestic assets except investments 
and intangibles showed substantial declines. Total liabilities dropped by 
83,231,682, or 37.5 percent, during the year. While assets.and liabilities 
are thus substantially less than they were a year ago, they are still approxi. 
mately one-third higher than at the time of vesting in May 1942. 

AMERICAN BOSCH CORPORATION, COMPARATIVE BALANCE SHEETS; 
MAY 19,1942, JUNE 30,1945, AND JUNE 30,1946 

IMay 19. 1942' IJune 30.1945 I June 30.1946 
... . . ' .. ,. ----I· 

ASSETS' I 

Located In the United St.te.: \ ' 
Cash................................................ $2,514.3.19 , $3, 104.9441 $4.399,1194Receivables... ................ ...................... 1.001. 193 4.063.762 2.815, 35!)

Inventory................. :.:......................, ..2.860,ilOO __4~753~682_._..2•• i~I.053:_'--__
1 I .~: 38~:m 
~::::,:~~l~fi.iics:::::::::::::::::::::::::::::::::::: 531.ool 809.32~ 409.77~ 
Cl.lm.and deposlts................................ 203.178 1.471,309 730,000 

Total assets In the United St.tes................... 10; 528. 968 Hi, 006. 859" 14.020.720

Located In alll.d .nd neutral countri............. ....... . (t) (.) (.)

Located In enemy and lormerly enemy-occupled eoun· . 7 -6 

trl"".... .............................................. ................ I 61 I, 

Tote.laSsets.....:................................. 
 10,528.968 14.020.890 

Llab!lllles: LlAn'':'TIKS AND NET WORTH 

Owing to residents 01 tho United States ........... .. 4. 2M. 979 8.610.587 6.318, 905
Owing' to residents oC allied, neutral. and lormerlyenemy-occupled countrio3.. ...................... . 
 (i) (.) (.)
Owing to residenW! oConomy countries. ;"; ....... .. 

Owing to Custodlon (vcstcd)·· ........· .. ·· ..· .... ·I:.:.:.....:___~__:.--.+_~___~~I______ 


.__ ...... ~iesel.e!lgine. fuel..inles!io~.~eclt,ljpm'l.nta~~_~l!!.omoti¥e:~l~ctri.c.:.~quipmenti.::I-".c;"'·••.•"'~;..h.·~~~·:·~~=:.:·' 
Totalll.bUltles and net worth..........:......... 

. d C tadl I=~,4~83;;;;7~M8;;;"I=~g;;,;03;;(),;;;;21;;5'1==;,6,;;;61~S;;0~74 
~~: ~:l~:~: ~~:~: ~~~~esl~d.~.....·.~::::::::::::::: I; 42,\ 461 i3OO,232 1.968: 917 

_ ' 
I These balaDce sheets are prepared on the basis 01 fin.ncial data supplled by tho comp"ny. They are 

n~t~~'1e0~~!lf~~~nee sheets 01 the compony. . . 
• Reoelvable. end claims are classified .ccording to location 01 debtors; deposits .ccordlng 10 location 01deposltorl...:and securities according to locatIOn ollssuer'.
•Tbe", woro e.sscts "Locatetlln allied and neutral countries" and U.bllllltl.s "Owing to residents olalUed,

nenlml and formerly enemy-occupled countries" (princIpally Can.de) but tbe amounts were not readilyBvaneh!eand were, In .nyevent, not significant. '. . 
. • Unamortlud emergency Incllities WeN entirely written ott during the fl$l81 year 1946 In acoordance withprovisions 01 section 12401 the Internal Revenue Code. The net value 01 such lacilitle. Included In fixed 
.''''lts on June M, 1945. was. $1.272,907. ~ 

..dJ 1 1945 J 30 1946 'r II $26482493
Net sales for thepeno uly, to une, ,.e to , , , 

apPC?xin;ately 43 percent o~ sales for the cal;ndar year .1944, ~ue ~o the 
termmat:on. of war productIOn a~d to curtailment of productl?n m the 
automotive mdustry because of strikes and shortages. The first SIX months 
of 1946'showed a loss before Federal taxes, although the loss is expected to 
be minimized by way of tax refund under the carry-bac~ provision of .the 
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ISC Osure set up y the Commission, For the preparation of a r s 
the-I~w firm of Hughes, Hubbard & Ewing, the en ineerin Blmo 

:reg;: 
& ZImmermann, Inc" and the accounting firm ~f Delo~tt PI y 
Griffiths & Co. were retained. As provided in the terms of ~he, I e~~e:, 
services were paid for by the,successful bidder. The result of th~~~;an e~r 
ment was that interested parties were enabled to b'd 'th h g. 
'd bl 	 1 WI out t e con..Sl era e expense of a survey of the offering. 
In order that investigation of a bid?er's qu~1ifications might not delay 

~~= ~ak~ng o~ ~n award, the Custodian required prospective bidders to 
, ~n a,Ys e o~e March 27, 1946, the date set for the sale, completed, 

\Ue~lOnnaI~s settmg forth their qualifications. Under, the Trading with 
~ e ?emy. ~t sal.es ofvested property by ~he Custodian are to be made to 

DOJ JX 531 F merlcan cItIzens, furthe,rmore, by. prOVlSlon of the Consent Judgment of 
j' ebruary 12, 1946, certam categorIes of people were ineligible to acquire 1 

, i'
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ownership of the Class B stock 'of the American Potash & Chemical Corpora
tion (see following section on "Litigation"). The Custodian also required 
that prospective bidders indicate in their questionnaires their plans for 
distribu tion of the stock. 

Although three prospective bidders filed advance questionnaires indicat-, 
ing their qualifications for bidding and their plans of distribution, there 
was only one bid submitted. The single bid for the 478,194 offered shares 
was made by an underwriting syndicate of 108 investment houses headed 
by Glore, Forgan & Co., Kuhn, Loeb & Co., and Lehman Brothers, The 
bid of $32.29 a share, or a total of $15,440,884.26; plus $90,00'0 expense 
money, was accepted by the Custodian, , 

At the initial public offering made by the underwriters on March 29, 
1946, at $35 a share, Heyden Chemical Corporation bought 100,000 shares. 
A few weeks later the Class B 'stock was being traded on the ,New York 
Curb Exchange. 

Custodian's Interest Subsequent to the Sale 
'OCthe.479,726.sharesof the Corporation's stock thathad,been vest.e~" 
the Custod!an withheld from the .sale 1,532 shares .because they had ongl
nally been ISsued by the Corporation as a ~onu~ to Its employees, a~d there 
was a' question as to whether they were valIdly Issued and outstandmg.
In.a~dition ~o.th.~m~n~~re~eive!i!rc:..m the.sale! the .office ~~Ids $~,518,5_6,-,2,,--___

~al~ !;Jegll,D; m 194~ was delay.e.d.by_IItlgatlon.dlscussed·latedn·this'section, -~recelved-as"dlvldeh'ds on the vestea stock dun~g tn~ penoQ of .the Cus-

J 

t 
tax law, which should reduce taxes for the calendar year 1946. After I 
provision of $2,579,000 for Federal income taxes, profits Jor the twelve- ! 
month period ending June 30, 1946, amounted to $666,586, which included" 
$150,000 transferred from the reserve for postwar readjUstment.,

Other ohanges, all of which reduced the net worth of the company, 
were: (1) additional provision for 1944 renegotiation refund, $88,907; (2) 
'decreases in reserves (included in the accompanying balance sheet as part f 
of net worth) of $1,200,000 for contingencies, $98,135 for service replace
ment, and $514,519 for post-war readjustment; and (3) dividend payments 
of $519,483. After giving effect to all these factors, net worth declined 
during the fiscal year by $1,754,457 to $8,641,991. . 

The Office of Alien Property Custodian received $401,250 as its 77 percent
share of the dividends paid. 

AMERICAN POTASH & CHEMICAL CORPORATION 

Sale , 	 , ' 
American Potash &,Chemical Corporation was the first ofthe C~stodian~s 

larger.vestedenterpnses t?'be soW. '.Following vesting in 1942 of 479,726 
shan;:s .or 90.8 percent of Its ~lU.tstandmg common stock, the company was 
admH~Istered throug~ the eXlstmg management by the Board of Directors ' 
to which t~e CustodIan had name~ :ep:esent,atives. Preparation for th~' 
At a puohc meetmg. held by the C~sto~ian in November 1945 to discuss 

the proposed. sale" mterested parties, mcluding underwriters securities 

d~alers, and ~nvestmen.t ~ompanies, were in'vited to, make suggestions to 


'aid the Office In determmmg the mechanics of sale. The Custodian wanted 
first. of all, to. ma.ke ~ure that the vested shares were sold with the widest' 
pOSSible ~lstnbutlOn m,o.rder to make more difficult the renewal of German ' 
mt~rests m the CorI?orat~on and to provide as full an opportunity as possible: 
for mterested Amencan mvestors. At this meeting the Custodian indicated' 
a s~ong preference for a plan of public distribution of the shares by under
writers. . . ' 

In ~ccordance .wlth the con~nt Judgment entered on February 12, 1946, 
descrI?ed below 10 greater detaIl, the Corporation reclassified its outstanding _ 

~~tock mt~ g!a~·A_and_Glass'B shares.-·::f-he Glais 'kshares-re resentedthe- ,- anagement' , .. . 
unvested stock, which had been traded on the New York C ~ b E h In the fall of 1945, CorporatIOn polIcy was placed m the hands of an 
throu~~out the war period. The Class B shares were regist~~ed ~~tha~~: ex~cutive committee consisting. of fi,:,e directors) of ,:"hom .three were re-
Securities and Exchange Commission to comply WI'th th t d d f qUlred to have had no connection With the Corporation pnor to the Cus
d ' I b 	 ' e s an ar sOd" . 

todian's owner~hip and ~2,718,99.3.16 representmg ~:hvldends p~ld on the 
vested stock prior to vestmg. ThiS latter sum, acqUIred by Vestmg Order 
No. 6867, executed on July 1, 1946, liad been paid by the Corporation to 
J. ,P. Morgan & Co. for. the account of H,ope r;.. Co, ., 


There have been nosUlts filed under Section 9 (a). of the T:admg WIth, the 

'Enemy 	Act with respect to the vested interests m America!? Potash. 8t ' 
Chemical Corporation, or to the procee?s thereof. Four cl~l.ms relatmg 
to the property were,however, filed wI~h the Office of Allen P;ope:ty 
Cus,todian in ~942 and 1943; the most Important, asserts a ~ecurIty hen 
agamst approximately 465,000 shares of vested stock. No action has been 
taken on these claims, 
M', '. ., ... .:c', ~ ,=-=---=-=-=: ~"_ ',_' =: 

to Ian s vestmg, 	 .. 
~s of September 30, 19~5, Mr. F. C. Baker reslgn~d as !'resident and 

Director of the Corporation. He was succee~ed a~ PreSident by Mr. 
Frederic Vieweg, formerly Director and Vice-PreSident m c~arge of.Western 
Operations. On October 15, 1945, Mr. Thomas E.. W~ng :'resIg:ned as 

',Director. As of the date of sale, seven of the Corporation s nme director
. fi I d fi b .. , II . d b th C tod'ships were Ie, ve y persons lnltIa y appomte y e us Ian. 

Litigation 	 , 

An action instituted against the Corporation by the United States on Fe~-
ruary 12 1946 sought to cancel the Corporation's potash leases granted m ' 
1939 'ch~rging that the Corporation had violated the antitrust laws, that 
90,8 percent of the capital 'stock of the Corporation was own<:d at the ti:ne 
of the execution of the leases by Germans in violation of the Mmeral Leasmg 
Act of 1920, and that the Corporation had misrepresented to the Depart
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Corporation and Its SUbsldl~rles as of ~ebruary 12, 1946. To comply wI~h. ' "companies only, sin<:e th~Corporatlon Itself. ha~ no taxabl~ mcome. for th:... 
. the J\I?gment the CorporatIOn .~ecIasslfied the 479;?2? vested shares of Its • year 1945,itfter ~aklgg mtoaccount amortizatIOn g~ductIOns_and_deduc ___

' stock mto Class B stock, to which the above restrtctlOns on transfer.:and..' ,,'_ . 
,'.- .. _,.?~nership-,apply,.and.the:4B;664~ufiyest.ed·shafes~intoCla'ss A stock, which "AMERICAN POTASH & CHEMICAL CORPORATION AND DOMESTI~ SUB• 

..:...:.:::.:.:'-'-----,. f ......Jv tramferahle. The CorporatIOn IS reqUired to report to the Secretary 
six months all stock transfers, and names and addresses " 

., .. ,icers,. and. employees. The consent judgmeriC also " 
provides lease forfeiture for' violation of its terms., 

The Corporation is one of several defendants named iI,l an action insti
·tuted. in the United States District Court for the Northern District of 
California, Southern Division, on July 3, 1945,entitled Burnham Chemical 
Company, Plaintiff v. Borax Consolidated, Ltd., et al., Defendants (C.A. No, 
2494,8-5). The complaint alleges, among other things, that the plaintiff, 
~as a competitor of American Potash &. Chemical. Corporation; that the 
Corporation combined and conspired with the other defendants to 
arid monooolize trade in 'the, oroduction. manllfartllri> "'r¥ 

~1; 
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ment of the Interior the'citizenship of its stockholders, 'On the same day the.C 'fil d ' . d ' 'I' f I d' ,
orporatlOn e Its answer en~mg VIO atlon? aw~l'! mlSrepresentatl?n. 

The court entered a consent Judgment which enJoms. the CorporatIOn 
during the term of the leases from disposing of its property, other .t.han in theI f b '. d f 'fi' t I' .norma course 0 . usmess, an rom trans errmg con ro to any person or
business organization to whom' stock ownership is prohibited by ihe judg. 
ment namely' 	 , 
.' . ..,. 	 , .
1. Any person who was a director or officer of the Corporation or Its. b 'd'", .' 

SU Sl lanes prior to vestmg; . , . 
2" A?y owners of record or benefiCial owners of the vested stock pnor to 

vestmg, . .' ' "3. Any of the <iefendants other than the Corporation named in the anti. 

trust proceedings, United States of America v. American Potash & ChemicalC ' I d rr 'dS ,FA . B C I'd d L d I . orporatzon, et a . an 'Llmte tates OJ merIca, v, orax onsa I ate, t., et a :;.
4, Any person or business organization to whom ownership of any interest' ! 

in a lease is proscribed by the Mineral Leasing Act; . . I' 
5. Any less;e; of Government-owned potash deposits Or lands other than ...... 

the 	CorporatIon, . ... • ______. :- .' - .' -... :.-' 
The-iu.dgment·.excep~ :tli~-officers, directors, and employees of ~he , 

I h h. 'e generally ordering :for civilian rather than war
a t oug customers wer 	 fiC 

ur ses The Board of Directors, promptly considering plans or peace~ po. . ,. be an a study of new products and new markets. 
tFlmehoperlatl°t ns, g.o and improvement pro;ects aim at increased pro. 

urt er pan expansl n 	 ;J , Se' ILkd' ' d'd I m nt of new products from the brine of ar es a e,
Cucl,t;on ~n eve op e . 

a uorma, . . . fTC r 
An extensive improvement program for· the commumty 0 rona, a I~
,"h' h h' . the employees of the Corporation was begun soonrornla, W IC ouses 	 , . ,. h 
after V-] Day. Requiring three ye~rs t<? comrle,te, it will cost more t, an 
$1 000,000 and will hicIudc new reSidential bUIldmgs and sh~ps! expanded 

'. . l'E dIities added conveniences and more attractive surround!,ecreatlOna a, . ' . . 
mgEs. ;. ffi f th Co'rporatl'on w'ere moved from New York to Los 

xecutlve 0 ces 0 e 	 . dA I' h . ffice building estimated to cost $1BO 000 IS planne.
nge es, were an 0 1 	 . ' . 

Financial Information 	 ., ,." ." _ 
_.Ne.tsaledn19AS .were.·$10,341,B50, a -nine-percent 'mcreaseoverd19~~ 

Provision for Federal income taxes totaled $95,000 for 19~5, compare. ';It 


. $200,000 . for 1944. The $95,000 i~ re!atedtoLthe ear?mg~ of !'ubsldlary 


'SIDIARIES; CONSOLIDATED COMPARATIVE BALANCE SHEETS _I I 'I 
oc\,,~r, 31, ,June 30, 1!).I5 March 31, 1!).16 

. 

ASSETS j 

voou_-:....... , ................. : •••••.••• _••••••••••I $2,542,200,48

Recelvable...... .-............... ,................... 526,647,05 


~~~~~t~~:tS:::::::::::::::::::::::::::::::::::::::: ' I, ~:::l;~
16, 380, 181,71 

31,787,62 

$.2,768,800.38 $3, 495, 004. 96 
934,804.65 . 051,272,52 

l:~s&: ~:~~ :; ~~ ?i3J~ 
11,657,845,90 11,367, 572. 96 

25, 204, 16 22, 466. 00 _ 

Ib~~~~~~~~~~~~::;;."~·..;::;;;~-~::~~:.:i~~::~:I::-:-:'::::h~~:~~. _:-::-_.T_~,~_.~_.~_:~:~: ::~::~~~~:~-.~ 

Total assets In the United States.................. 21,465,607,76 18, 254,131. 99 

Located In alUed and neutr.l countries.................. 815, 983. 40 579,548.113. 
Located In enemy and lormerly enemy-occupled coun· 

trjes~ _.... _.. _.. __ ~ ... __ ..... "" ...................._...... _................... _____ , 


Totnl assets ............."........................ . 

I~====I,==== 

LIABILITIES AND NET WORTH 

LlabUitles: , 
Owing to resIdents 01 the United St.te..............1 1,705, 372, 27 I' 1,949,421. 56 ,I

Owing to residents. oC aUied_ neutral, a.nd formerly 

O;,t:~~S!~1s~i:~!~~-oouiit-ries::::=:::::':::: 
Owing t1 Custodian (vested)., .....................I::.:.:::.:.:::.::.:::::::. ==----


TotalU.bDltles......................·.......: ..... ·· 1,705.372.,27 1,949,421.56 

Networtn.,................................................ 00,576,218,89 16.884,258~ 


TotalllablUties .nd net worth ..................... 22. 281, 591, 16 
 52 

. Book .alue 01 shares ve.ted In Custodian ............... 18,682.237,8Z 15, MO. 008, 38 
Book va.lue of shares not vestedw __ ~ _________ ~_~ __ ~ ______ 1 I, 8lJ3, 981. 07 ,'I, 554, 160, 58 I 

19,079,58\1,79 
' 243,211,69 

I., ••." 801. 48 

1,959,611.87 

i,959,67I,87 
'l7. 363, 100.61 

\9, 322,801. 48 

.• 15.764,501. 32 
1,599, 170, 55 

I Tbes<! balM"" sbeets.re prepared on the basis of Clnanelal data supplied by tbe company. They.re 
not the Official balance sheets of the company. 

• Eleven days 'after vesting. 	 ' ',. 
I Receivables and claims are classified according to location 01 dehtors;'dcl>osits ""oordlng to location 01 

depoSitories; and securities ""cording to location 01 issuers. ' 
• This Clgure Is as 01 the date of sale, Following the salo of 478,194 shares on March 27, 1946, tbe Al1en 

Property. Custodian held 1,1l32 shares with a book value 01 $50,343.77. , ', 
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tions pertaining to depletion of its mineral reserves. Net profit after taxes 
amounted to $875,163.15 for the nine months ending March 31, 1946. 
During that period, the Corporation paid dividends of $396,292.50, includ
ing $359,794.50 to the Custodian. After payment of dividends, net worth 
increased in the nine months\ending March 31, 1946, by $478,871, or 2.8 
percent over June 30, 1945. ' 

GENERAL ANILINE & FILM CORPORATION 

Interest of the Custodian 
. The Office of Alien Property Custodian continues to hold 475,655, or 

90.1 percent, of the 527,667 outstanding shares of the Common A stock of 
General Aniline & Film Corporation and 2,050,000, or 100 percent, of the 
outstanding shares of the Common B stock. The vested shares constitute 
n7arly 98 percent of the outstanding voting stock of General Aniline & 
Film Corporation and are entitled to 929 percent of the dividends 

' V . 0 d N '6767 6768 d 6 6'9 d d' J , . BY SuppIementaI estmg r ~rs_, OS, c ' ,. ,.an, _7 ,_ ?-te un~_ ' 
-- 26,-1946, and'Supplemental Vestmg Order No. 6804, dated June 27, 1,946, 

the Custodian' vested dividends totaling $763 590.13 which had been . G .. - . -'.' . ' .
dec .are I d on certalt~. ener~1 AmlIne, & FIlm CorporatIon stock prior to theIr 

, vestmg under Vestmg Order No.5, dated April 24, 1942.2 The dividends 

84,900 shares held by the company at the time of its vesting, of which 56,300 
were fully-paid and 28,600fifty-percent-paid. 

Continuing the policy of disposing of its investment in L G. Chemie,5 
General Aniline & Film Corporation offered shares of I. G. Chemie common 
stock at the approximate market price as quoted on the Zurich, Switzerland 
Stock Exchange as an option in lieu of cash dividends. A tabulation of 
the dividends declared during the fiscal year ending June 30, 1946, follows: 

Optional dlv!dend per sba.., 

Date voted Date of record Date payable Cash Shares fully-paid 
I. O. Chemic 

Aug. 20, 1945. ______1 Aug. 30, 1945__ •____!Sept: 24, 1945..-----1 
;:./ov.19, 1945.. ______ Nov. 27, 1945'______ Dec. 24. 1945_._____ 

Com.B Com. A I Com. B 

$1.00 1 $0.10 r 1100 1 1/000 
3.00 .30 l/:ro 1/300 

Mar. 18, 1946_______ • Mar. 25, 1946.. ~_. __ Apr. 22, 1946_ .----- 1.00' .10 1180 11800 
June 18,}941l._~-_-,,_-,' 1,!ne gS,)9J6 _______ 1uIY,2.1, 1946.._:____ " _.1;00 ,-.10 ,-.11150 -. 111500 

----- ----'-__-'-__-L__ 

I In detenninmg the amount 01 this dividend 91 $3 00 per share 01 common A stock and $030 per share of 
common B stock, the Board 01 Directors conSidered the nOll-recurring profit of over $8,000,000 real",ed 

. ClIrller In 1945 from the sale of the Investment in the Winthrop Chemical Company. 

. '. . ' _ . .' _, .' 
1,-~._'__	hadcb7en=deposited-in-New-York-banks-by-the-Corporation·t6-the-accounts-· -.'--'In-~ach-mst~nc~-the-eustod.lIl;n-exerclsed--the-optlOn-to-a'ccep~-~:-G-:-----

of nationals acting on behalf of I. G. Farbenindustrie A. G. These funds ' Chemle stock m heu of cash dIVIdends. As a result of the four diVidend 
which had previously' been frozen under regulations of the Treasury distributions 43,287 fully-paid ~hares of I. G. Ch7mie com~on stc;><:k were 
Department" wer~, seized under the Custodian's vesting authority as en- t~ansfe~red froI? the Corp?ratlon :0 ~he Custod!an, and m additIon the 
larged by ExecutIve Order No. 9567. Custodlan'received $1,060 m cash In heu of fractIonal shares of stock. 
. None of the five claims filed with respect to the vested shares (reported, After makin.g t~ese .and earli7rdiyidend distributions to the C~s.todian ~nd 
In the Annual Report, Office oj Alien Property Custodian, fiscal year ending June' a few sm~1l dIStrtbutlons to ml~Ortty stockholders, ~neral AmlIne & FIlm 
30, 1945), has been settled. No new notices of claims have been received 
by the Office durin'" the fiscal year. 

, '" 
Management, 

All of the present members of the Board 'of Directors of General Aniline 
& Film Corporation were originally elected subseqtlent to_y.t!sttng, _ PJ!Iil1g_ 

----::=the :twelve=month -perioa-enCling]iine' 30,-'-1'946;--tlie=-on:lyOchange indireCtor
ships was the resignation of Mr. E. C. Williams, accepted on October 1~, 
1945.3 'Mr. George W. Burpee continues to serve as President and presides 
at meetings of the board. Normal business operations are carried on by 
the directors under an authorization issued to the Corporation. 

Distribution of J;,G;·Chemie Shares 
_ 'As of the beginning of the fiscal year, General AniIi~e & Film Corporation 
held 46,396 shares of common stock of Internationale Industrie- und 
Handelsbeteil'igungen, A. G.; Basle, Switzerland, formerly International 
Gesellschaft fuer Chemische Unternehmungen, A. G. (hereinafter called 
L G. Chemie), of which 45,257 shares were fully-paid and 1,139 shares 
were fifty-percent-paid.4 This was a reduction of 38,504 shares from the 

2Additional prevesting dividends of $108,750 were vested by Vesting Order No. 7874 
of October 14, 1946. 

a On September 24 and October 30, 1946, respectively, the resignations of Mr. Victor 
Emanuel and Mr. William F. Carey were accepted. 

.,' • Excluding 7,617 shares distributed in July 1945 pursuant to the dividend declaration 
.of June 18, 1945. , 
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CorporatIOn holds only 1,594 shares of fully-paId and 1,139 shares of 

fifty-percent-paid 1. G. Chemie common stock as of June 30,1946. After 

payment of the dividend declared on June 18, 1946, the Alien Property 

Custodian will hold about 23.3 percent and General Aniline & Film 

Corporation about 0.8 percent of the outstanding voting stock of I. G.· 


___9~e.~ie.,_-. .._~_. ___. __, __ , _____ - .: -----_-:::_=.--:..---::-:---:-.--,c~ 
--- --'An'extraordmary- stockholders'meeting ofI~G-:--Chemle was held on 

December 19, 1945, at Basle, Switzerland. Forty-two stockholders, repre
senting 42 percent of the total voting interests, attended the meeting and 
unanimously adopted motions of the Administrative Board to (1) amend the 
statutes to conform to revised Swiss stock laws, (2) change the name of 
the firm to Internationale Industrie· und Handelsbeteiligungen, A. G., and 
(3) change the common stock from bearer to registered shares. The last 

resolution provides that, to effect the transfer of bearer shares into registered 

shares, shareholders must file an application for registration accompanied 

by the bearer shares with I. G. Chemie in SwitzerI~nd. If an application 

for registration is made after February 15, 1946, ant!! the applicant obtained 

title to his shares after December 19, 1945, the issuance of registered shares 

is subject to the consent of the Board of Directorsof I. G. Chemie. . 


Consequently, the last three dividend distributions by General Aniline 

& Film Corporation, wherein the Custodian elected to accept '35, 726 s~ares 

of I. G. Chemie in lieu of cash dividends, may be affected by this_decision 


£ Annuol Report, Office of Alien Properly Custodian, fiscal year ending June 30, 1945, p. 66 . 

e Excluding 4,577 shares distributed in July 1946, pursuant to the dividend declaration 


ofJune 18, 1946. 
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to convert bearer shares into registered shares.'When declaring dividends 
in 1946, the Board of Directors of General Aniline & Film Corporation 
authorized the officers to give on behalf of the Corporation to each stock
holder electing to receive stock of I. G. Chemie in lieu of cash, and upon the 
request of the stockhold,er, a warranty that the recipient would receive 
good and valid title. 

Antitrust Suits , 
During the fiscal year ended June 30, 1946, one of four antitrust suits 

against the Corporation was settled'. In May 1942, shortly after its vesting, 
General,Aniline &, Film Corporation had been indicted; along with other 
corporate and individual defendants, in the District Court of the United' 
States for the District of New Jersey for violation of the antitrust laws on 
three counts: for conspiracy in restraint of trade, conspiracy to monopolize, 
and monopolization, affecting both interstate and foreign commerce in 
dyestuffs. The indictment charged that the defendants entered into an 
unlawful combination with one another and with members of the European 
dyestuffs cartel and other foreign concerns to (1 )'limit dyestuff imports from 
and exports to the United States, (2) fix quotas on dyestuff sales in certain 
foreign markets, (3) establish and maintain uniform and arbitrary prices 

. for dyestuffs sold in the United States and in other markets of the world, 

8(:0 C£ 


regarding the severance of relations with I. G. Farben, but it believes that 
the suggested patent provision g<;>es beyond the proper limits of a decree. 

_ Negotiations for settlement are continuing. 

Business Operations, 
PRODUCTS AND EXPANSION PROGRAM.-General Aniline & Film Corpo

ration, has three major divisions manufacturing three distinct types of 
products: (1) General Aniline Works Division, which manufactures dye

' stuffs and auxiliaries used in the dyeing process, and miscellaneous chemical 
products, including detergents, carbonyl iron powder, and prolectron 
resins, (2) Ansco Division, which manufacture!! films, photographic papers 
and chemicals, and cameras; and (3} Oial~d Division, which manufactures 
sensitized materials, and machines for printing and developing such 
materials, used for the reproduction of drawings and printed or typed copy. 
During the fiscal year ending June 30, 1946, the General Aniline Works 
Division placed--14 new dyestuffs and five new intermediates in production, 
introduced two new detergents to the public, improved processes for the;!, 

,. -manufacture of other 'dyestuffs' arid detergents, and placed several new 
laboratory chemicals on the market. The Ansco Division introduced color 

: film ,to the civilian trade. The types released were sheet film, roU film, 
' miniature camera filql, 16 mm. amateur motion picture film, and printon. 

,=--=.~:-'-::..., ( ~L pr~v~! other, companie~JtQm ,manufacturing_and .selling_dyestuffsoin- "'--'-Camera-prod uction-was'-resumed -and-a-representative':'linc ~of' amateur=-'=-:~"-'-
the United States, and (5) refrain from manufacturing certain dyestuffs and 
restrict the manufacture of certain dyestuffs in the United States. Trial of 
the case was postponed for the duration of the war on request of the Secre
tary of War. AfterV-J Day, the request forp'ostponement was withdrawn' 
and the case was set for trial. 'It was decided not to contest, and on March 
11, 1946, General Aniline & Film .corporlltion, with the consent of the 
Department ofJustice, entered a plea of nolo contendere and was fined $15,000. 

The three remaining criminal indictments, also charging violations of the 
Sherman Antitrust Act, were obtained in December 1941 in the District 
Court of the United States for the Southern District of New York. In 
addition to General Aniline & Film Corporation, each of the New York 
indictments included one or more of the following: General Dyestuff Cor-_ 

camcras, including seve~al new models, was placed on the market. The 
Ozalid Division introduced an improved reproduction machine for office usc. 

A large program is unc~er consideration for the expansion and improve- _• 
ment of productive facilities of the three divisions,' with the bulk of the 
proposed expenditures going about equally for the General Aniline Works 
Division and the Ansco Division, and with a r.elatively small amount for 
the Ozalid Division. The expansion is considered desirable to increase 
productive capacity of the three divisions sufficiently to maintain General 
Aniline's position in the postwar market. 

DOMESTIC AND FOREIGN DEMAND.-It is anticipated that the domestic 
. demand for dyestuffs, film, and sensitized materials will increase at a , 
' more rapid rate in the postwar period than was experienced in the years -.. 

!._ .c••" ,~ ~7:':; ,P9.rat!Q~,:hQ,c11'arbel1industrie"andccertain.persoris:,who:served, as~officers..:: :..=.prior to:thecwar:::,.:.The:newproo u'cts devel6ped;=the-wideruses towliieh~old=-' - --,--,
and directors of these two companies or of General Aniline & Film Cor
poration. The, indictments charged that unlawful contractual arrange
ments had been entered' into by 1. G, Farben and its predecessors and 
General Aniline & Film Corporation and its predecessor firms with respect' 
to the manufacture and sale_of dyestuffs, photographic materials,' and 
photoprint products. It was alleged that agreements restricting interstate 
and foreign trade, effectep in part through patent license or patent assign
ment contracts that went beyond the rights conferred by the patents, were 
in violation of the antitrust laws. 
'UI?-successful efforts have been made by the Corporation to settle the 

three suit,s without bringing them to trial. The company has been willing 
to settle the criminal cases by pleas of nolo contendere, as in the New Jersey' 
case; The Department of Justice, however,'has not been willing to settle 
the New York criminal cases in this way without securing the company's 
participation in a consent decree providing'for compulsory licensing of the, 
patents involved in the alleged antitrust law violations. The company 
is willing to accept all the provisions the Department of Justice desires 
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products are being put, and the increased national income of the Umted 
States all point to greatly increased sales. ' 

While domestic trade will continue to absorb the greater part of the 
output, the export market is gaining volume. Approximately 12 percent 
of the sales for the year ending June 30, 1946, were made in foreign markets, 
as compared with five percent in the calendar year 1944. Additional 
outlets for the products of the Ansco and Ozalid Divisions were secu:ed in 
many foreign countries, and trade-marks and trade names were estabhshed. 
In June 1946, a Mexican Corporation, Scona Products, S. A., was formed 
for the distribution of photographic products in Mexico. General Aniline 
& Film Corporation has a 51 percent interest in'the company. Limited 
production facilities, however, have restricted exports to a small portion of 
the demand. _ - , , 

RESEARCH AND PATENTS.-During the year ending December 31, 1945, 
. $2,646;763 was expended on basic research while process development 
expenses amounted to $208,101. Total research expenditures thus ag
gregated $2,854,864. 

+ 71731S061-47~ 
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The patent holdings of the Corporation include as of June 30, t 946, a .GENERAL ANILINE 11 FILM CORPORATION AND DOMESTIC SUBSIDIARIES, 

tures were called for rede'mption and simultaneously the company bor.· 'These balance sheets worn prepared on the basis of financial datu supplied by the company. Theyar. 

rowed a like amount froin a group of banks atthe lower rate of interest. n~t.f~.c~~,~l~~~:~~b~~~i.tsv~:i~i.compnlly. 


N I r' th fi I d' J 30 19 A 6' $61 222 613 • Receivables .n(\ clnlms nre cl"""\Oed necoflllll~ to locntlon of dehtors; ,IIlI",.lts nC<'.ordln~ to locatlnn of
' et sa es lor e sca. ycar en 109 une, , ", were , , .... depoSitories' and ""curlUes accor(\in~ to loentlon of I,"ucrs. 	 , 
Provision for Federal income taxes amounted to only '$788 102. This tax" •An InveStment In common stock of r. U. Chemic I, Included In this Item and Is cd"rrleb(\tat al'lrlne 01 

'; 	 '. S7 59b 300 as of March 31 1942. The stated yaluo of thiS Investment was later reduce su s ant a yas. ,
prOportionate to lOcome because of the allowance of a reSult'"fdlstrthutlon,oLthe,LO..Chcmie,sbareslnJieuof.cash.diVIdends.-Investm~nUbn.lbls,SWt~SSfiF~-~.~~.-'d t · -r:' - -1-' -.J~~- ·--·--f--------r-·l-··..~-·~'-'~~-. ;-'pan "Is listed amon~ assets located In encmy nud formerly encmv""ecu!,ied oollntrles ecnllsc 0 C 

total of 3,749 unexpired United States patents, a decrease of 160 during the 
twelve-month period. Pending applications for United States patents total 
432, or 50 more than were pending a year earlier, reflecting increased 
research activity. , ' 

The patent position of the company is affeeted by the policy on "Captive 
Patents," described in Ch. VI, "Patents," pp.. - - . 

Financial Information 

The total assets of General Aniline & Film Corporation decreased by 
$11,892,910, or 13 ,percent, during the twelve months ending June 30, 
1946. The largest factors accounting for the decline in domestic assets 
were a $2,281,212 decrease in cash and a $9,976,736 decrease in invest

, inents, the latter resulting almost wholly from the sale of Government 
securities and the utilization of United States tax notes to pay taxes. Assets 
classified as "located in enemy and formerly enemy-occupied countries" 

. -::-:;;:7.-assets,.t c" atter=a'rcsu t 0 -t e·expanSlOn-program mentlone ear ler. . cnemy'OOCujliedcountries....................... .. 

Total liabilities declined $11 424 832 the bulk of which was reflected in' OWing to residents of enemy countries............. .


' , ", 	 Owing to Custodian ............................... .
the domestic liabilities account. Domestic, liabilities· as of June 30, 1946". 
include the entire remaining long term debt of the company of $9,750,000 H.blit!!es.................................. . 
in the form of unsecured serial notes bearing interest at the rate of 1% T tal I'abilltles and nel 
percent, payable in installments up to November 1, 1955.' Prior to Novem-' 0', d I C d' • 
ber 1, 1945, the long term debt had been in the form of 5 .l~ percent deben-~:~ ~~~: ~g~~:; ~~tt~esl~d ..".s.t~..'.~~.:::::::::::::: 
lures due May 1, 1949. On that date, however, the $10,000,000 in deben

- .. ~·de UC l(~n 10~ acce erateu <;tmortlzatlon 0 emergency lacI Illes pursuant to. 
the PresIdential ,Proclamation of,September.29, 1.945. 

Net operating .profit 'for the fiscal year was $4,193,301, approximately 
72.percent greater than the net ope,rating profit of $2~431, 7 4~ (exclusive ~f 

. ..galnS ofover $9,000 000 on sales.ofstocks) for the prevlOus·Rt>.rtod~ A credit· 
'- .::--. -'~-~' ------, --.-~ ----..' .

---to 	surplus of $807,614 resulted from a reauctiOn of the prOVISion for capital 
. 'b f' ' I I G Ch' k' h I h Ifgams tax y. reaso? 0 security o~ses on . .'. emle stoc I? t east a 

of 1945, while adjustments relatmg to repi"lcmg and operatIOns of a sub. 
sidiary not consolidated caused a further credit to surplus of $49,820. 

Dividends paid during. the fiscal year amounted to $4,395,991 while a 
book loss of $978,496 was sustained on the I. G. Chemie shares distributed 
in lieu of cash dividends. Changes in reserves and other minor factors 
caused charges to capital and surplus totaling $144,325 during the twelve 
months. ' 

As a result of profits and of 'surplus adjustments, net worth remained, 
virtually unchanged, declining $468,077 or less than one percent during 
the fiscal year. 
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Pr/ rty Custodian has vested the I. O. Chemic I\o\(lings of (Jcncrn~ Aniline tit h'ilm Corporation shnre~. 
, hn\"rn~ found r: a. Chemic to be .fc~~n~forl a. I'.nri'"? 0/ (~r?~r~~ iUllO 18 1946 but not pal'able until
J:li~~ l!ii~ ~ds~'t~o;~~;:abl!'~neg.te~:; !~csw~ic~ 7~cbustodian baS vested the interests of La. 
}'~r~~in~~t~~l~auons oflhe Common A sh~res and Comn!onB sh.r~ in the book "nlue of the equitr may , 

'be caleuV.ted on'elt!!.er of two p.!911"rtlons. Th'LRlli'rtlat,vc I>,tOP<l!lI,!!!!,,,to. ble USCr!tlnare stW!!J~~~'I~!l/j~~: 1;
oom/')MylscertifiCateofinoorporatlOn,asnmendea, Tnepartof.theij~oA\:au~o ecquy
lISer bed to the vested A and B shares is proportional 10 theiryurtlClpatlOns In dIvidend rights' If ltbe part

of the .book value of the equity ascribed to the "ested shores.'s made proportIonal to Ihm partlClpa '?ns m
liquidation rights, tho beok value of the "csted shares Is $.12.851,11)1 "tid tbe book ,alue or the un\ested 

$b.re5 Is $4.255.231, as of June 30.1946. 


GENERAL DYESTUFF CORPORATION 

Interest of the Custodian' 
The Alien Property Custodian continues to hold all of the 8,678 out· 


standing shares of capital stock of General Dyestuff Corporation. Prior 

to June 30, 1945, claim for title had been made by American citizens to the 

entire stock of the Corporation. , 


Claims to 5,953 shares of the stock were settled early in 1945 by payments 

of $118 per share to the plaintif[~. A similar offer of settlement was made 


+ 73 

CONSOLIDATED COMPARATIVE BALANCE SHEETS,I 
MARCH 31, 1942, JUNE 30,1945, AND JUNE 30,1946 

March 31,1942'1 Juno 30,1945 June 30, 1946 
---I---i---' 

ASSETS I 

assets in tho Unit<"fStales................. .
allied and neutral countries................. . 
enemy and formerly encmy-{)ccupied ooun~ 

$9. 292, 031;. 68 
4. f>'l7, 030. 38 

1(;' 363, 038, 92 
8,251,485.29 

20. 561, 835. 19 
1.00 

1,631,511. 83 
542.638,80 

it 507. 288. 48 

$9,745,012.25 
. ij, 813, 802. 68 

20,837. 707, 64 
22, 630. 378, 85 
21,023, 715. 00 

1.00 
I. 212, ~13. 67 
1, 370. 970. 86 

~. 830, 1l.'l8. 63 

$7,463,800.21 
6, 920, 599. 40 

24,911.626.24 
12. 662, 1)13. 00 
23,087.517.74 

, 1.00 
674.822.78 
633,729.31 

76,354.739.68 
744,977. 73 

i4S, 681. 0; 

declined $5,084,377, largely as a result of the distribution of shares of 1. G. . 
Chemie stock in lieu of cash dividends. Offsetting these declines in part . LlABILITIES,AND NET WORm 

Total 68, 71lO. 614. 88 77,845,398.46 

19.2'25, 336. 38 were a $4 073 918 increase in inventory and a $2 063 772 increase in fixed Lla~~l~g to residents of the United States............. 1 28.1)10,882.56 30,656.246.47 
. h'l' I' f' h" ............-_.. ':'--'  "'-a~-l";:--:-::-: :'.:.=c::Owlngto,residents:ofalljed;-ncutral;and'formerly·.~- ... , ~~- ~~ - -~-~. 

I~~~~_ 

�-:.::.:.:.::..----~1-:::-::::::-::::-::--1~::--::::--::39;:;:8:-:;;.46 

~ I; 
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to Emily Ma~garet St. George, Executrix and sole legatee under the will'of 
Armin V. St. George, in her claim to title to 750 shares of Gen,eral Dyestuff 
Corporation stock. The claimant has not accepted this offer and the case 
remains u·nsettled. . ' 

In the suit brought by Walter H. Duisberg for title to 1,975 vested shares, 
. the Suprem~ Court on October 2, 1945, denied plaintiff writ of certiorari. 
The suit had earlier been dismissed by a Un,ited States District Court and 
appealed unsuccessfully to the United States Circuit Court of Appeals' for 
the Third' Circuit. Thus the Custodian holds undisputed ownership of 
7,928 of the 8,678 outstanding shares. 

Management •. 
During the twelve-month penod endmg June 30, 1946, there was nu 

change i~ the board of seve~ d~rec~ors which mar:ages General Dyes,tuff 

~nn"89 uUVu 

foreign markets for all types of dyestuffs. To meet this demand fully an 

. expansion of production facilities by General Aniline & Film Corporation, 

discussed earlier in this chapter, is believed necessary. 

Approximately 700 persons were employed during June 1946. At a 
meeting of the Board of Directors on September 13, 1945, a 10 percent 
raise was voted for all employees except. those earning more than $5,000 
per year or persons on commission. 

Financial Information 
Net sales for the twelve months ending June 30, 1946, were $33,838, {to". 

After provision for income and excess profits taxes of $399,754, net profit 
for the fiscal year amounted to $237,154, a decrease'of approximately 63 
percent from the previous period. A correction in the profits for the six' 
months period ending June 30, 1945, resulted in a. charge to surplus of 
$10,574. The net result of profits and surplus adjustments was an increase 

Corporation under an authonz~tlOn lSSued by th7Ahen Prope~ty Custod!an~ _oU226,580_of_5.!Lper:cenLin_the-net_worth, . _.......... _: _ ._ .. _ 

~----All.except-one.Qf-ti1.e~px:.e_sent-dlrcc!.ors-':Vere:orgl!lally'cJ~ct!!;j jifteryestmg. . -No'dividend-was declared during tile period ana the book value of the 

A .' ·s -:.nfltrust uIts Corporation's stock increased $26.11 to $509.41 a share. 

Along .with General Aniline & Film Corporation and other defendants'I' 
General Dyestuff Corporation had been indicted in the District Court o.f the : .GENER.~.L _D.YESTUFF CORPORATION. AND DOMESTIC SUBSIDIARY, CON· 

.---~United·States:fCl::the~District·of-~ew:Jersey·.in- May'194.2,prior-to-ve~tiIlg; '-.-SOtIDATED-COtlAPARATIVEBAL::At'lCE' SHEETSrJONE 30, 1942, JUNE 30, 
on charges of vlOlatmg the. antitrust laws m' the dye mdustry.7 Tnal'of 
the case was postponed for the duration of the war on request of the Secre·:. 
tary of War. After V-J Day the request for postponement was withdrawn, 
and the case was se.t for trial. It was decided not to contest, and on April 
18, 1946, General Dyestuff Corporation, along with thirteen other corporate 
defendants, entered a plea of nQIQ contendere, General Dyestuff Corporation 
was fined $15,000, while fines imposed on all defendants totaled $111 ,000. 

A second criminal indictment was returned in 1941 in the District Court 
of the United States for the Southern District of New York, charging 
General Dyestuff Corporation, 'together with General Aniline & Film 
Corporation, L G. Farbenindustrie, A. G., and other defendants, with a 
combination and conspiracy· in restraint of interstate and Jo.reign.t!"ad.~jn :'~..Tota!.assctsIIi the.Unlted St"tes .... ; .............I.. ~,!123,.Q2J:.!§J ~,1.!.O,,61~~'!1:I:'-~?,:851,~79.~5=-··_._ 


:'''-=-''=dyestuffs-arla'::ne'aYy~chEmicals::in' violifion-=-of tne' <ii-ititrusC!a:wlC'Icii'-I:l!I~~~:!:,,!~e~~:~;ry~~~~y:oo~;;Ji'';~ ·~~uu:: 
charged that violations were effected in part through the use of patent 
license or patent assignment contracts which went beyond the rights con· 
ferred by the patents. A settlement of the suit has not been reached, and 
negotiations are continuing.S 

~ .
Busin'ess Operations 

General Dyestuff Corporation continues to act as selling agent for General 
Aniline & Film Corporation in the distribution of dyestuffs and textile 
auxiliaries. Net sales in the foreign market for the fiscal year ending June 

.. 30, 1946, were 17.3 ·percent of the company's total sales; net sales in the 
South American market for the same period were 28.2 percent of the total 
sales in the foreign market. 

General Dyestuff Corporation has experienced a rapid growth of vat dye 
sales and has supplied an increasing percentage of the total domestic output. 
Substantial increases in demand are anticipated in both the domestic and 

7 The charges contained in the indictment are enumerated on p. 70. 

S Efforts toward settlement of the suit are discussed on pp. 70-71. 
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1945, AND JUNE 30,1946 
. . ' 

ASSETS J 

Located In the United States: 
Cash__..·...... __ ..•........•.. ___ ..• 

Reooi~ables __•. __ • ___ •.•__ ...•_..... 
Inventory... __ •.. ___ • __ ... ______ ... 
Investments~ ______ ~ ~ __ ~ ______ ~ ____ .. ~ ____ ~ ___ ._ 429,258.77 102,948.17 fl82, 947. 77 
Fixed assets .... __ ..... ,._ ... _. __ ,. __ . ___ ........... . 
 ~96, 169. 07 471,437.10 ~53, 462. 69Intangibles. _. __ ... __ ... ____ . __ .. ____ , __ . __ • ____ . __ • 2,4GG.W 1,761l.13 . 1,52!.!!
Delerred ebarges ... ____ ... ______ .. _. __ • __ •____ ..... . 217,528.26 187,329.03 176,738.46
Clallll.'! and depo..lts. ____ . __ . _. ____ "'" __ .. __ ... __ . 7,400.65 353,300.18 --._. --------- -

, , ,. . 
June 30, 1942' I June 30. 1045 June 30, 1946 

__ ., _.....• : .. __ $4, 720, 261.03~2, 191, 345. 55 $4,125,616.5.5 
_____ ' __ ....... . 
 1,330, 100.91 2,112,431. 35 1,914, 1m. 20 
__ .. __ . __ ' ..... . I, ~48, 716. M 601,112.23 1i03, 466. 67•_. ~ 

1r1.... •••.. •..--······· ......•....•.. •••• .. •.. •.. •••.. 

Tot.lassets........... __ ..... __ ...... , ..... 
» ____ .. 

_ LUnlLlTlES AND NET wORm 

LllIb8~1:;S~ to residents olthe United Stntes....... ...... 
Owing to residonts 01 allied, neutral, and [ormerly 

enemy-«cupicd countries ........ __ ............... 
Owing to residents 01 enemy oountrles.............. 

Owing to Custodian (~esf.ed) __ ..................... 


Totalli.blliUes................................... 

Not worth............__ .••.. __ ............... __ ........ 


- . 
_'7"'___I______I____~ 
I
I=======I======I======= 

2,340,885. 114 4; 936, 771.34 3, 330, 665. 83 

iiIJ6.36 506.36 4~4.46 
35.006.28 79,<123.78 106,205.50 

~----~:::"::'::::::::I---cc' 
~,371,W8.18 5,016,OOl.48 3,437,35.5.79 
3,1145,727.27 ',194,043.94 4,420,623.66 

T0t61Uabllluesandnetwortb····· ..• __ •··· __ •__ ·1 6,023,025.45; t 9,210,645. 42 1 1,81>7,979.45 

Book value 01 shares vested In Custodlan .. __ ..... ______ 3,645,727.27 4,194,043.94 4,420,623.66 
Dook volu. 01 shares not ~cstod ____ • __ .......... __ •••. __ 


I These balanee sbeels .re prepared on tbe basis 01 financial data supplied by the company. They are 
Ilollh. official balance sheels 01 tbe company. 

I Tbe date 01 vesting. • . . 
I Reoolvables aro cl"""i/led according I<> locntion 01 debtors; deposits aceording I<> location 01 depositories; 

~d securities accordIng to locatIon 01 Issuers. 
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Harvard Brewing Co.'s assets decreased by $114,663 during the fiscal 
year .ending June 30, 1?46; the largest c~a,:ge was. a ?~~rease of $126,205 
in fixed' assets, resultmg from depreCiatIOn. Llablhtles' decreased by 
$185,003. Net bles for. the fiscal year were $3,425,167, an increase. 01 
approximately four percent over $3,294,869 net sales for the year end:ng 
June 30,1945. Net profit after taxes was $165,043 for the fiscal year endmg . 
June 30, 1946. After dividends of $93,750 and slight adjust?1ents to sur· 
plus, net worth increased by $70,340.21 or 3.7 percent durmg the fiscal.. 
year. Dividends paid to the Alien Property· Custodian as holder of 61· 
percent of the outstanding stock aggregated $57,405, bringing the total 
'dividends paid to the' Custodian since vesting to $315,727.50. 

HARVARD BREWING CO. 

Interest of the Custodian 
Of the 625,000 outstanding shares of Harvard Brewing Co., the Custodian 

holds title to 382,700, or 61 percent. ". 
Notices of claims for title to 36,940 vested shares have been filed with the 

Office under Claim No. 714 and to 345,760 shares of Harvard Brewing Co. 
and other vested property under Claim No. 715. Title to the 345,760 
shares and other vested property formerly owned by nominees of Uebersee 
has also been claimed in a suit entitled Uebersee Finanz-Korporation A. C. V. 

. h d S . 9 () fth'T d' . h 
Markham, which has been broug t un er ectIon a 0 e ra mg Wit 
the Enemy Act, as amended. On September 21,1945, the District Court 
of the United States for the Dist.rict of Columbia gr~nted the motion t<i 
dismiss made on behalf of the Ahen Property Custodian as defendant, on 
the ground that the plaintiff was a foreign national whose property the 
Custodian was authorized to. vest under Section 5 (b) of the Tradingwith 
the Enemy.Aet._On.December-10,-1.94l5,the·plaintiff'ga!:e'notice-of"appeal 

. c_._. ·to the·Upited'States·Coutt of Appeals for the District of Columbia.9 

Management 
The Board of Directors consists of five members, three.,?fw ho~ ~"Ve_ i?~n. .__. .: Totnllinbilitics.' ...........,,~ ~,=-.",,7".~ __ .... :: -~02;004;33' - 753,857.40' 573, SM. 11 


nominated-by-the-Alien-Property-Custoaian·sincevesting. Mr. Walter 
E. Guyette, President and General Manager since 1938, has been a director 
since the incorporation of the company in 1932. The Directors manage 

-.. lb' t' d a tho' at'on's d to Harva dthe norma usmess opera Ions un er an u nz I I sue . r 
Brewing Co. by the Custodian. 

Business Operations 
Efforts are being made to acquire new trucks and cquipment, which were 

unobtainable during the war. Some of the equipment ordered has arr}ved' 
and been installed but the greater part is still undeli~ered. Since March 1, 

HARVARD BREWING CO. AND SUBSIDIARY, CONSOLIDATED COMPARA· 

TIVE·BALANCE SHEETS,' JULY 31,1942, JUNE 30, 1945, AND JUNE 30,1946 


July 31, 1942' luno 30, 11l-!.1 lune 30, 1940 

A••ET.' 

Located'ln tbe United States: 
Cash..............................................,.. $200.444.31 ~OO, 100.07 $321,192.42 
~e;:~~~i':"::::::::::::::::::::::::::::::::::::::::: ~:~~tM ~~:~~:1:l ;\,l:MU~ 
li:~~t~.;~~:::::::::::::::::::::::::::::::::::::::: l~ol;tm:~ ~~::;~:M ~:~:~ 
Intangibles......................................... _ 1.00 
 1.00 1.00 
Deferr.deharges.................................... 168,11;4.82 
 119,308.97 126,403.48
Claims and deposlts ............................. __ . ................ 
 23,530.33 23,441. 91 

Total assels In the United Statcs.................. 2,168,890.82 2.6-14,769.93 2,530,106.85 
~:~:~Irn·~b~'!n·;~~aui~~!n';;'r~~t~~m):.;,ceupicii' 

cou~tries.... · ..!.--·.·.. ·-- ... · ...... · .. · .. · ....I··..............i..··............\_.-____ 
Total ass.",....................................... 2,158,590.821 2,644,769.93 2,530,100.85 

LIARItlT.ES-AND'NET''''ORTH .. .. . 

Liabilities: .'-. .., 
g:l~: tt~ 7:;t:fe':,~o~ft~fll~r.'t,;'gu~:~\~:~dio~roeriY·

cncmy..oceupic:d countries ____ . . _______ ~ __ .. _~ __ ~ __ 
402,004.33 758,857.40 .173,8.14.11 

Owing to residents of enemy countrles. ___ ._. __ ~ __ .~ 
Owing to Custodian (vested) ....................... 1· ............................... \ ..... , ............ 


Networtb.. ............................,........... 1.,56,226.40 1'885'912'53 1'9.16'252'74 

Totalll.bUitlcs and net worth................... 2.158,890.82 2,644,769.93 2,530,100.85 


Book value of shore. vested In Custodian.............. 1,07.1,372.00I,~.I4, 781.90 1,!97.8.12.68 'j

Dookv.lu.ofshsrcsnotvcstod......................... 080,853.69 ,31,130.57 ,68,400.00
1 

I Those balance sheets arc prepared on the b .... ls of financial data supplied by the company. They are nol 
omelal balance sheets of the company. 

t One month and Z7 days after vestin~. . 
i-Receivables And claims nco cinssitiC'd nc<:ortliuJ! to loention or debtors; deposits ncconllng to locntIon or 

depositories; rmu securities ncconling Lo IOCllLjon of Issuers. 
4. 1\-tortgnge debt mnturiDf! after more than one Yl'ar Is included In this (tern and amounted to $150.000 on 

July 31, 1042, to 550,000 on June 30, 1945, and to $10,<100 on June 30, 1940. 

1946, the production of the company has beer: somew?at retarded due ~6 . SCHERING CORPORATION. 

the provisions of War Food Order No. 1?,.whlch rest:lcts the use ofgrrun ... ' .. ,. ..: .c .. ..:. .~:.::.•_ .-"=-.::::..:. = "-'--~.---'-- '. ':"':::::_..1::" 


forJ,eer an.d.ale.to 70 Re~cenJ:of.that.Jl.sc.d.mcorrespondmg;months ofc1945;lo .. Interest of the"Cu~todlan 

The Custodian continues to hold title to all of the 44,000 outstanding 

shares of common stock and 2,225, or 41 percent, of the 5,375 outstanding 
shares of preferred stock of Schering Corporation of NewJerscy. All of the 
outstanding shares of two inactive affiliates of the company, Schering 
Corporation (New York) and Sherka Chemical Co., Inc., also remain 

'vestedin tbe Custodian. In May 1946, at a special meetiJ:1g of stockholders, '-
dissolution of Sehering Corporation (New York) was voted. 

On August 21, 1945, Swiss Bank Corporation informed the Office of its 
claim respecting title to the vested shares and on August 29 instituted a suit 
in the LInited States District Court for the Southern District of New York 
against the Custodian under Section 9 (a) of the Trading with the Enemy 
Act, as am:ended. By this suit Swiss Bank Corporation contests the 
Custodian's title to the vested shares and asserts that it has the right to 

. . . . ., possession and control of the shares as pledgee under an outstanding loan 
Q ~n October 2~, 1.946, the Court of--!"ppcals of t~e D"'trl~t o.f Colum~.a re.versed the that it 'made to Chemical & Pharmaceutical Enterprises, Ltd., a Swiss 

declS.on of the DlStrlct Court and de.nted the motion to d.smiSs. Certiorari has. been '. _ Corporation. The now vested shares were allegedly the collateral security 
granted by the Supreme Court.· . f \.., 1

10 In August 1946, the War Foods Order was modified, permitting brewers to product i or b~'C oan. 

21 percent more beer and ale. . 
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.On October 22, 1945, the Custodian filed a motion to dismiss the com
plaint on the ground that the plaintiff had chosen an improper venue. In 
dismissing the motion the Court held that the plaintiff, although a foreign 
corporation having its principal office in Switzerland, had properly insti
tuted suit in the Southern District of New York, where it maintains its 
principal place of business in the United States.ll 

. 
The Corporation is managed by a Board of five directors nominated and 

elected by the Alien Property Custodian as the holder of all the outstanding. 
Mr. Francis C. Brown continues as President and Director, 

having been elected. to these offices in 1942 at the instance of the Custodian. 
Business Operations 

Steadily increasing sales and earnings have been achieved in recent years 
as a result of extensive research which has given the company a leading 
position in the hormone field. A broad advertising program has aided 
materially in augmenting sales during the past year. 

To provide additional funds to finance the increasing volume of business, 
a loan of $1,600,000 was negotiated early in 1945 on an unsecured note 
basis, payable at the minimum annual rate of $100,000. Construction at 

. the Union, N. J .,-pJap.tand3nstallatio!1.·9f:pew:_equipment:have:resultec'in'" 
- -c- ~an increasea t;-roQiictive -capacii:y~'fo;1he company.. Total expenditure for 

research in 1945 was $314,928, compared with $310,770 for 1944. 
During the past fiscal year, the company continued its efforts to extend 

In Latin America, sales outlets for Schering products 
were extended to Uruguay, Paraguay, Chile, and Brazil. In Uruguay and 
Paraguay, the company operates through distributors and company-trained I' 
field men who are engaged exclusively in the promotion of Schering prod- '. 


In Chile, the company acquired a minority interest in Schering , 

Cie., Ltd., which is engagedexC!usively in. the manufacture of Schering I" 


These products' are"sold to the other participating owner, 
Farmo-Quimica del Pacifico,.which is the exc1usiv.e distributing agent for.' .' Total liabilities and net worth .................... 2,W8,329.. ~4 


. Schering' products in Chile.' In January 1946 Schering Corporation signed 
.. .. - m.supply-,-agreementccwith:::lndustria-Quimica-eFarmaceutica 

S. A., Brazil, the successo'r to the former German-controlled 
Schering-Brazil Company. Plans for the further extension of markets in 
South America are being made. 

foreign markets, .. principally_Latin-American,totalled over 
$t,oOO;OOO-auring:"the..fiscal~year.· 

During the. year ending June 30, 1946, assets increased by $702,249 or 
10.8 percent, the largest c~ange being an increase of $480,188 in fixed 

Total liabilities decreased by $437,183 or 10.6 percent during the 

fiscal year, the largest change being a decrease of $473,544 in liabilities 

owing to residents of the United States, which reflects in part a. decrease 

of $225,000 in the funded debt. 


11 On August 27, 1946, the Heyden ChemiCal Corporation filed a complaint in the' 
United States District Court for the Southern District of New York which alleges that; 
Heyden entered into an agreement in April 1942 with Swiss Bank Corl1oration and· 
Chemical &: Pharmaceutical Enterprises, Ltd" by which these two Swiss Corporations, r· 
agreed to sell the then unvested shares of Schering Corporation to Heyden Chemical 
Corporation and asks that the Court require ·the Custodian to recognize the validity of 

r. 

: Book.valueDI shares vested u'. 9~1.8t.odlan .. : :." ....: .. __ ...8:;';, ~~7./3 
. -Book value 01 shares not·vesUla _.... ................... 330, 50.00
: 

'- 

. 

Sales in 1945 were $7,293,358, or 14.9 percent above the $6,346,580 
sales made in 1944. Provision for income and excess profits taxes in 1945 
amounted to $1,550,000, compared with $1,385,000 for 1944. Net profit 
after income and excess profits taxes for the year ending June 30, 1946, 
was $1,168,310. Dividends of $26,875, of which $11,125 went to the 
Custodian, were paid on preferred stock, The balance of net earnings 
was reinvested in the business. 

SCHERING CORPORATION (NEW JERSEY) AND DOMESTIC SUBSIDIARIES,' 
CONSOLIDATED COMPARATIVE BALANCE SHEETS,' MARCH 31, 1942, 
JUNE 30,1945, AND JUNE 30,1946 

March 31,1042'1 r""o 30. 1045 

ASSETS t 

June 30,]046 

Total assets in tho U"itedStates.................. 2,513.263.80 
Located in'allled and neutrsl countriaL........... _ 55,000.05 
Located in enemy and lormerlyenemy-<>ccupied

oountrles..___ --.• , ....... , -.. : .. ,--....... -- ...... 1______ 


Total assets........... __ ................... __ ._ ... 


LU,BR.[TUtS AND NET "WORTU 
Liabilities: 

Owing to residents 01 the United States .......... --'1 1,313,775.02
Owing to residents of alHed. neutral, o.nd formerly 

o;~~:ro~yg~~~scg~;!~8y~c~un-t~ies==~=:==:=====: ng;~:~
Owing to Custodian ("ested) ....... ____ ......... __ .. """"'".__ ''' 

Ilablllties__ ..: ..... _. __ ... __ .................1,382,432.21 
Net 1,185,897.73 

_,.;._._____._______-..:.____--:

5,949,219.38 6,616,677. 07 
545.4-11.11 580.232.65 

7.196.009.72 

3, 982, IISO. 67 3,509,436 • .14 

150,377.85 186,730.2'2 
2,000,00 2,000.00 

4, 135. 358. 52 3, 608, 175. 76 
2,359.301. 97 3,498,733,96 

6,49-1.600.491 7, 196.009.72 . 
-2,028,551. D7e -·3.-16i,0&1,96-.--.-~.~ 

330,750.00 3:ro, 750. 00 

J Except Pbarmex, Inc:, 8 holding company for (on~ign subsidiaries of Balloring Corporation.
• These balance sheets are prepared on the basis 01 financial datil supplied by the company. They arc not 

the offici.1 balance sheets of the oompany. 
I Eighteen days before vesling. ." .. _ __ . .. _ . 

.' Receiv.bles and claims are classified according to location' of debtors;.depositS.IlCoordlng.to.loeatlon.of 
depositories; and·securit!es·accordingto·\ocalion'ol issuers-.--~ 

• The oompany'. notes maturing alter more tban one year are included In tbls item snd amounted to 
$350,801) on Marcb 31, 11l42, to $1,500,000 on June 30, 1945. and to $1.275,000 on June 30, 1946_ 

• The shares not vested in the Custodian ore no par prelerred stock. Tbey are st. ted bere at their call 
nlue. 

HUGO STINNES .CORPORA TION 

Interest of the Custodian 
Of the 988, 890 outstanding shares of common std~k, the Alien Property 

Custodian continues to hold 57,045 shares with full voting rights and 473,100 
shares subject to a voting trust agreement. 

The voting trust controls a total of 495,007 shares, or a majority of the 
outstanding stock. .One of the three trustees has been designated by the 
Custodian. By its terms, the trust is to terminate upon the payment of the 
debentures of Hugo Stinnes Corporation and its wholly owned subsidiary, 
Hugo Stinnes Industries,. Inc., or on October 1, 1946, whichever is earlier. 
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the Custodian. Dr, P"H. Saunders continues as Chairman of the Board In November and December 1940, the Kobenhavns Kul & Koks Kompagm 
a position he has held since he organized the Corporation in 1926. ,DuriIlfi held alleged stockholders meetings and its Managing Director, without 
the fiscal year ~r. Stanley Clarke, a director and voting trustee since 1936, Iaut~ority, purported to vote .some of the. capital ~tock of the cc;>mpany 
was elected PreSident of the Corporation to succeed Dr. Saunders, who had, which was owned by Hugo Stmnes Industnes, Inc., In favor of an Increase 
held that position since 1942. ,incapitalization from Kr. 2,000,000 to Kr. 5,000,000. An effort is being 
, The directors and officers of Hugo Stinnes Corporation hoH identical made by Hugo Stinnes Industries, Inc" to invalidate the attempted capital 
offices in Hugo Stinnes Industries, Inc., the principal wholly-owned, increase. 
subsidiary of Hugo Stinnes Corporation. Both corporations are under the, Financial Information 
supervision of the Custodian, and the directors manage their affairs pur· Th fi a c' I tat t I' 't d t a c c ' e ade uatet t th' t' ' d b h' e n n la semen s are Iml e as 0 c ura y smc q 
s~an 0 au onza IOns lSsue, y 1m. information on assets in Germany is not yct available. 

Problems and Future Prospects' . ,', ,_,' " .._


'. ," __., _ _ '_HUGO.STINNES_(ORP0RATION,fkHOl:DINGCOMP;A;NY;:A~D=-[)OMESTIC - . 
=-:-~:::--;"::-,;'\;.gr~al-rp<lny::-.of:.the~pr?blemscofHugo::-Stlnn.es~C?r:rfol'atlon'anci' Hugo: "SUBSIDIARY HOLDING COMPANIES, CONSOLIDATED COMPARATIVE 

' ASSETS' 

June 30, 1043 • June- 30, 1045 June 30, lOla 

Lo""ted In the United States: 
ii~~i\:.blCs:::::::::::::::::::::::::::::::::::::::::1 S85,ffl: ~ I $.~i, ~;~: ~~ I $~g: ?~~~ 
Inventory.................................................. ,................~................: ..... 

'. 55,156.18 20, ,11.18 20, <il.lS 

=:.::-;~;.;:;c;,:-;;:;;-cl:=~~~;;=I"==~~;-;;:-
.............................................. .. 

18,144,562. i6 

-.------

LIABIUTIl!:SANDNET.WORTl! •.• 1=..=,.=,===1=====1===== 
.' _ . 

g:::~~ ~~,r:.s;~~~~o~/~I~I~~I;:;'~~~~:nd'i;'~mcrjy' ( 6,612,028. Of i, 241,631. 83 1,302,003.14 
o~~::'~(~,WS~~~.~f~~~~~·ooiiiit~ics:::::::::::::: · ....955:379;00· · .... iii-i;ti:i3;oo· .... i:037;w4;il 
Owing to Custodlsn (vested)....................... .. ............ .. 

7,627:407.76 - S,2W, 45U9 8;339, 2Oi. 35 
10,658,008.80 IO,323,60i.09 10,084,338.55 

Total liabilities snd net worth.. .................. IS, 285. 506. 56 18,540.001. illl 

Book value 01shares vested In Custodian ............... 5,113,818,31 5,534,400.04 5,426.214.14 
Book .alue of shares not vested.. ,... ................... 4,044, 280.40 4. i80,lIOIS 4, 6fS, 124.41 

Upon the dissolution of the trust, the Custodian will hold directly 530,145 
shares with full voting rights, a majority of the outstanding shares of stockfi' 
of the Corporation, . 

' 
Management 

The Corporation is managed by a, Board of eleven' directors, of whom 
seven served on the Board before vesting and four have been nominated by 

StmI?es Industnes, .Inc., anse as a result of the :WIde dlsp~rs~l of most of the 
phySical assets of ItS German and other foreign subSidiaries. The assets 
of the G~rman subsidiaries are subject to the management and control of the . 
military authorities in the zones in which they are located. The other foreign' 
subsidiaries' are subject to the enemy property controls of the countries in 
which they are located. No definitive international arrangements have 
yet ~ee!l ma~e f?r the ultimate dispositio!,! of foreign ~ets oymed by ~om. , 
pames III whlchmterests have been vested by the vanous allied custodians; , 
the value of Hugo Stinnes (!orporation necessarily depends almost entirely , 
upon the nature of these arrangements. 

The physical properties of the German subsidiaries were extensively; 
damaged during the war. , Coal-mine installations and,e~qg,iR!l!e!1J,_c.om, '-:.,. -Totalas.""ts:ln,the.UnltCd'States=:-:::::::::::::= 


~------.. -,pany-owned'miners"homes;-a-syritlfeti~o!lplant! and office l:5uilClings and: ~~t~a l~ ~~'i:!ya~~dn~~;~M~u~~~:;'Sy:;;ceiijjICd"OOU;':' 

hotels were, struck by bombs. The shlppmg busmess of the firms suffered·. tries ., ........................ :.......:............... 


Eighty percent of the inland f!eet was sunk or damaged. AU :' Total """'Is....................................... 


of the 27 ocean-going vessels owned by subsidiaries were sunk; , 
vessels were taken, bX·the British·Governm·erit. ; ...::Llabllltlcs:_'_,_._ 

:....c...:....------inaccordance·with-the-decree ofttiePotsdam Declaration thatGermanY,be: 
stripped of its merchant marine, all German vessels are to be allocated:. 
to allied countries. Various assets have been removed for reparations or 
requisitioned by military au thorities.' 
,The principal German subsidiaries are mining corporations in the Ruhr , 

district, some of which are now actively mining coal although surface .,~ 
installations suffered considerable war damage. The' Corporation states,· 
however, that such operations are. not necessarily profitable, since the price ¥ 
of coal has been so low that it has not covered mining costs. Operations: 
of the active subsidiaries are also handicapped by the disruption of the 
general economy of Germany and by the division of Germany into zones .' 
of military occupation, which restricts trade and communications. Thel,c 
future business of these companies depends largely on decisions on control 
of the industry of the Ruhr: " '~{ 

The principal subsidiaries in Denmark, Holland and Belgium are being ~ 
operated under the supervision of the enemy property custodians of the f. 

f' 
no + 

300271 

governments of these countries. These subsidiaries are typical of the 
inter-custodial problems described in Ch. I, "Basic Policies and Problems," 
pp.13-14. 

In Denmark one of the important subsidiaries of Hugo Stinnes Industries, 
Inc., is the Kobenhavns Kul & Koks KOinpagni A. S., a coal-handling 
company.' The subsidial1; was capitalized at Kr. 2,000,0~0, and all of. its 
stock was pledged as security for the debentures of Hugo Stmnes Industnes: 

BALANCE SHEETS,' JUNE 30, 1943, JUNE 30,1945, AND JUNE 30, 1946 

~~;:at=t~.:::::::::::::::::::::::::::::::::::::::: 
Intanglhles... :.................................... . 

gf:f,~'i'!;~~~:siis:::::::::::::::::::::::::::::::: 

I These balance sheets nre prepared on the bnsis of flnnncial dnLn SnplJUcd by the OOnlpt\ny_ They n(c 
the compnny. 'J'bl'. valuations of n.sscts In enemy and cnemy-occupicd 

t any Josses or other changes which may have occurred in the foreign 
uc to war ••. h according to au annual report of the company. 

, :sting. 
I neoelv8bles and claims are classified according to location of debtors: deposits according to locntion of 

depositories; aod securities according to location oC i~ttcrs.
• R<llchsmark balances converted at the rat<! 01 RM 4.20 to $t. 
I Including $3,230,500.01 tbe 1926 issue of twenty·year 7·perccnt gold debcntures due October I, 1946, and 

,'li~~~e~~~~~i~b~g~·V~~~.;r1....rJ~~~kg~~:~:Ii'Ife~·~:gro~:~ !~!r~;~~tfo':,Iloh~~4~.t under 
"FinancIal Information." ' 

-
+ 81 

http:3,230,500.01
http:and,e~qg,iR!l!e!1J,_c.om
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2L2008 
During the 'fiscal year, there was a consolidated book loss of.$239,269, Business Operations 

which reflects in part the interest payable on notes and debentures amount· . . . 
ing to $317,205 and general and administrative expenses totalling $28,653.05. . Sal~s decreas.ed dunng the past fiscal year, pnmanl'y .~ecause of the can-
Th:~ l'S artl'ally offiset b the co of' t t f' cellatIon of vanous lend-lease orders. The present actlvltles of the company

~ pyre very meres expense 0 pnor yean " .. 11 f .. "fi' ,. 'fi . . 
amounting to $111'050 on the retirement of $175000 of notes and deben. C?nslst pn~clpa ~ 0 servlcmg ~c~entl c l;t~truments ,<;,r s~lentl e mstltu
tures. " " • tlons :,-nd :ndustr:al firms, repamng pr~c.lSlon measunn& Instruments for 

The notes of Hugo Stinnes Corporation become due on July 1, 1946. Amencan ll:dustrlal concerns, and rep~lflng I?~~tographlc camera~ made 

e I d t' ItO t b . by Carl ZeiSS, Jena. The manufacturmg facllmes developed during the
and the .debentures of Hugo St' mn s n us nes, nco rna ure on coer '11 b . '1' d r h d' f' ... ,

1, 1946. ' Both companies are already in default on interest payment§ on war are stl emg Utllze ,or t e pro UCtlO~ 0 precIsion Inst.ruments. 
these issues and will inevitably be forced to default on principal payments. JThe n3uOm1be9~50f employees as of June 30, 1946, IS 37, compared with 41 on 
as well. une, . 

CARL ZEISS, INC. Financial Information 
IntereSt of the Custodian Sales for the nine months ending June 30, 1946, were at the annual 

The 1,000 outstanding shares of capital stock of Carl Zeiss, Inc., remain rate of $237,989, compared with an annual rate of $434,000 for the nine 
vested in the Alien Property Custodian. months ending June 30, 1945. Net loss for the year ,ending June 30, 1946, 

was $2,995. After a dividend of $20,000 paid to the Custodian as soleM tanagemen, . kh ld h d' d b '''22 995-' . . -I-fi . d b B d f h d' 1 d st~ .._er,.neLwort . ecrease. - y-I,P , ;- , or approximate y ve percent.
The company ~manag~_Y_<L ,oar _0 _t ree- 1rectors::,e ecte -.by-the .-- .,' . ..-- . "- •. --, -' - , , 

proxy-CoTtlie Alien Property Custodian'... -Mr. Karl A.'''Bauer continues MITSUBISHI SHOJI KAISHA, LTD.as President and Director, having served in these capacities since the cor· , 

poration was organized in 1926. The no.rm~I bl;1siness operations of !he; Interest of the Custodia~ ,", . 

company are conducted under an authonzauon Issued by the CustodIan, . _ " . " _._ '''::;.-=- -'-.,' ___... .' - ... ___ .c.-___ 

to Carl Zeiss Inc. ___ .. '-_ ,.. . .,--- ,c.:..Tne-assets-of-MltsublSnl SIiOJI Kalsha, Ltd. (Umted States branches), 

. . '... - , -- - . 'remain vested in the Alien Property Custodian. 

CARL ZEISS, INC., COMPARATIVE BALANCE SHEETS,' AUGUST 31, 1942,'. During the twelve-month period ending June 30, 1946, eight new debt 

JUNE 30,1945, AND JUNE 30,1946 . claims relating to the company have been filed; under these claims alleged 
---:-------:------,:-----'--'---'-'O'--~-f; creditors of Mitsubishi Shoji Kaisha seek paymf!nt of $65,000 out of the 

August3I,I942' lune 30,1915 luna 30,1946 vested assets. Adding these new claims to those filed during earlier periods, 
• the total number of debt claims now stands at 92 and the, total amount' 

ASSETS claimed at approximately $4,915,000. 
LO"'b"::.~hl_~.~~.~~~':".~.~:~':"_':.:______.. ____ ... ___ .~, .. __ .. $294.873.&1 1185.100.30 $58, 638. Ii i During t~e year ending June 30, 1946, four .suits. w~re b.~oug~t against

Recelvable"--. _______. ______ . __ .. ______ .. ___ ,...._.. 3(l, 416. 87 37.743.74 42, 256.~ f the CustodIan as owner of the vested assets of MIt5ublShl ShOJI KaLSha, Ltd.,' 
}~~~~i~lntS:::~~::::::::::.:::::::::::::::::~::::::.. 356,425,86 lM::::~ I l~:~~ ;' under Section 9 (a) of the Trading with the Enemy Act. These suits and 
r~~g~~~·:::::::::::::::::::::::::::::::::::::::: .... __ ~~~:~:. ______~~~~~.~:........::-.:~.m.. the amounts claimed are as follows: . 


• D.f~rredcbarges.. -- ....... -- ....: ......-........... 16,218.19 11,2&1.00 21,354.111(.. HtH:'Il'&BlIsv,J e E-Mrkhl1lll"':-',' ~-:·c...:..;:.;.··:-~..:·- ..-$3j785

Olalms~n~d~~s!~...:.-: ...:.:.:==.:.:..:;. .::..:...:...... ,,,.,,.......--. ~=::::::::: 1··.'::.::c.r:;oi.~,:a-Spe'cu~B~nk; ;:';:'/ro~k / ame;E. ·Mdrk;'~;"·..:.-:::: :::::: 3,081; 334: 25


i,:..:..To~IM.setsln·the·Unlted·States.... : ............. , 131,999.33 451,088,5.1 ~2O,2-ro.Z ;,Bank if Chosen, New rork v. James~. Markham ..... ,........ .... 46,810.56

cated In alhed and neutral countrles.....__ ........ __ .,............................-- ................:. . M't b' It· B r'd J E M kh 598 80
_LLocated in formerly enemy and enemy",ccupied ooun-". I SU IS I anAt J.....l • v. amts ., at am....................... .
ft '. 

tries.............................,.................... 57,959.74 51,959.74 57,959.11 

Total assets.__ ................. ~..... __........... 789,959.01 500,048.29 478. 20M , '. 3, 162, 528. 74 


Ll'ABIUTI". AND NET WORTH I " All four suits were instituted in the Southern District of New York as debt 

LlabJltles: to Id ts I th U ltedS' ' .. : 'claim actions, in the suit of Hunt et al. v. Markham to recover the reasonable 

O:i~= to r;:sld~':,ts°or arlieJ, n.ulrl!\~:ii(noriiieriy· 17,140.12 11,560.59 3,7(17.11 ; value of legal services rendered by the law firm to various Japanese nationals 
o~~~':r:;;;;g!;tc::~~~~~..ooii;;ij.ies:::::::::::::: ::::::::::::::::1:::::::::::::::: ::::::::::::::: f whose property has been vested by the Custodian and in the three other 
Owing I<> Oustodi.n (vestell .........._.........__. 427,481.11 57. 95D. 74 57,9511.11 ' suits to recover monies owed by the defendant to the three banks, all of 


Total·llabllltles__ .................... __ ........... 444,627.83 69,620.33 61,OO6.ij which are in the process of Iiquidation.I2 . " 

Net worth.............................................. __345, 331. 24 439,527.00 41fl,IS33.U " A total of 191 separate court actions pertaining to customs matters remain 


TotalU.billtlesandnclworth.................... 789.959.07 500,048.29 478,20011 , unsettled and are being held in abeyance pending liquidation of the com-

Book value or sbares vested In OustodlaD....... ~....... 345,331.24 439.527.96 416, IS33.U pany.13

Book value olsharellllOl vested.........................I...........................................__ ... '. ___
....;.----:-------------l...-----'-----.!.-----rt,· If On August 8,1946, subsequent to the filing of these suits, the Trading with the 

•These balance .heets are prepared on the basis of tlnan.lal data supplle.j by the company. Tbeyan ';Enemy Act was amended to provide an administrative procedure under which suits for 
not omclal balance. sheets or the company. '. debt c1rums cannot be instituted until after the Custodian makes an admini,trative 

•Three days after vesting. . ... :. d .. Th' d" d' S b 1946• Receivables and claims ate cl....lJled according to location or det-I<>rs; deposits according to location d •etennmation. e SUIts were IscontlDue in. eptem er '. 
depositories; and securitIes according to location 01 issu.rs. II Annual Report! Ofte 'If Alun Property Custodlau, fiscal year endrng June 30, 19J5, p. 82. 
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PILOT REINSURANCE COMPANY OF NEW YORKProg;e$$ of Liquidation 


Liquidation of the firm's assets began in 1942 while it was under Treasury Itt f th C t d" 
. db' "" n eres 0 e us 0 Ian
1 d h bcontro .an as een contl!lUe y err:p.loye~ of the. Office of Allen Property' . : . '. " 

Custodian. The largest Item remammg m the mventory is a partially Of the6~,000~:)Utstandmg shares of Pilot Remsurance Company stock, 
completed continuous steel billet mill with a book value of approximately the Custodian seized 56,655 shares, or 94 percent, by Vesting Order No. 
$725,000 (cost). It lias thus far been difficult to find potential purchasers 200, executed on September 30, 1942, Of the vested shares, 11,200 were 
for this mill because ?f its e~ormous size and particular design. During ~ormerly owned by Assicurazioni Generali di Trieste e Venezia, an Italian 
the twelve-month penod endmg June 30, 1946, no sales were made since msurance company, a?d 45,455 by Muenchener Rueckversicherungs 
the oHers received for the unsold inventory items'~ere not. satisfactory. ges.e~schaft, a German msurance company, and associated companies.and 

. mdlvlduals. 
Financial InformaHon . Among the claims asserted against the Alien Property Custodian respect-

During the twelve-month period ending June 30, 1946, no significant ing Pilot Reinsurance Co~pany ~s that of Carl Schreiner, a former president 
changes have occurred in the balance sheet of Mitsubishi Shoji Kaisha, of the Company now reSident m Europe, who filed, Claim No. 1152 on 
Ltd. Total assets declined by $23,223,. or less than one percent, almost September 30, 1943, for .2,0~7 s?ares. of the comF!any s stock and $95,269, 
wholly accounted for by the decline in cash, while. liabilities declined: the amount of the first lIqUidatmg dlVldend received by the Custodian as 
$3,487. The net deficit was increased by $1.9 736 to a total of $632 954 as' owner of the vested stock that had been registered in· Schreiner's name. 
a result of accounting expenses of $26,5.56 in'curred in connection 'With a On July I?, 1945, the three Swedish companies to whom the Muenchener 
n?-examination of company records prior to its vesting, less income (chiefly Rueckverslcheru,ng.s Gesellsehaft had transferred shares of P}lot Reinsurance 

dividends and interest) of $6,820.. . ~ '. Company stock m .Its effort ~o cloak the real Ger~ownershiR of the_New___-=-=-=
l 

,., _"~c.~-·~· .. -;;.: ·MITSUBIS·HISHO]I KAISHA, CTD.;~NITED STA;is ~~ANC~ES, .~~:-;:~~~~:~(~.f~~y;~~O~~!~t~c~~~rt:i~f~~nh-~~b~::ore~~r~~'Yt:i~tss~~:t 
CONSOLfDATEDCOMPARATIVE BALANCE SHEETS 1 and to the hquldatmg dlVldends paid (Claims Nos. 4036,4037, arc! 4038). 
AUGUST28,1942,'JUNE.30,1945,ANDJUNE30,1946 "p '. f'L~' 'd t' 'd'F; . II f'" ". ,. .' . . rogresso Iqui a Ion an manc}a n ormal1on 

. Under supervision by the Office since vesting, Pilot Reinsurance CompanyAugust 28, 1942 'I June 30, 1945 Jun~ 30. 1946 
has been in the process of liquidation by the Superintendent of Insurance 
of the State of New York in conformity with the Custodian's policy of 
liquidating banks and insurance companies as far as practicable in .ac-

ASSET~ ! 

$1,830,176,30 $2,03~,61O, 74 $2,012,458.!! cordance with state laws,.' . . .. 
d~g:~~N~ n'&g3~:~ . ;r.i:gg~:~ By June 30, i945, liquidation proceedings had resulted in a rcduction of 

........ , ... : ....:...... 4,073,21 1,935,21 'I,S91~ total assets of the Company from $4381087 at the time of vesting to . 
1,205,5S '-'-'-'-"2i:iiif ·_·....-- ..2i:00 $534,539, a decrease of $3,846,548. The p..r.il1~ipaLfactodn_thii~ge.cre(l.se...-:::-::::---:-:--::-: 

.,,,~,,_............:-:: ~1~;:~:l:ll: -·....it!8;iis:ii ;:;-;wa:s-a:-liquiClating-diviCienCl-paii:! to 'stocKll01dc'rs'at tllcratc ~)f $47 a share. 
'1'oLalll!!,et,-in the Unitod' Stat~~'.-. ...... _....... 3,005,672.29 . ·3,07G, 311.&1 Du.ring Fhe fhcal year ending ~un~ 3D.. 194?,. liquidation ~as been sub" 

Located tn allied anit neutral countrie"' ...·_::_.·_..... _: 272,302.052,m.21 stanh.ally completed. A second hqUldatmg diVidend was paid at the rate 
~~~~~t~~_..:~~:'::__ ~_~~.. :~:~~~I.~ ..=~~~:v.~:.e.~~~:~. .' of$5.88 a share, totalling $352,800, of which $333,131 went to the Custodain 

.,_as_owger.of94.percent of the G0fQ:Rany.1;/stock.::~.Losses,on=the:sa:le'()Fsecuri::~~:.-~.
·:.:..~~~;:;,~~~,I~~;;;;:;~~I,;;;;~~¥~t~: tieSiexpehSesorliqiliaa:tion, and the payment of Federal income taxes 

. Liabilities: .\ : and interest thereon, together with the payment of the liquidating dividend, 
Ow!ng to resiitenls of th"United State, ··3,Gli9,200.21 3,595,300.CJG a,SQI,SIU. account for the decline in total assets from $534 539 to $13 566 a decrease 
OWlDg to resld~nts of all,led, neutral , " -._~, - . $- 7 S ..' l' I d ""8 07 J ' " ld
e~emy.oceuPled eountn..... , ...... " ....._.. _..... 42,708.91 . 41,766.98 4!, 76(1,~ ~ of :;,20,9 3. ecuntles \ a ue at 01>-, 0 on une 30, 1945, were fiO at a 


g:I~~f~g'~~1~a~~f(~~::l)~~~~n~~::::·:::::::::1 ".,,7::3~~,.~. " ....77:S3~:6\.". __ :I:~:~:, loss of $5,390. The remaining securities held. by the company are of 

TotnlllabiHUeL......._.........".............. 3,776,21\9"8 3,714,1)01.33 I. 3,7II,411,U ~ indete~minable. v~l~~ and are carried at $100 as of June 30, 1946. The 


Net worth ' .. " ... __ ."........" ........-- .. '.""_."_1 4,53589 -61$,,18. 38 1 -8Se,9IJ.j. IJ 1, reduction of h~blhues from $182,657 on June 30, 1 ?45, to $10,366 ~n 

Tot"lllabllitie, and net worth" .......___ ....... 3,780,805,57 3,101, r>8Z,97 ., 3,078,469.91 ~ June 30, 1946, IS accounted for largely by the pay~nt of $136,296 ·m 

_______________l.--_-,--_--...!.--...!.'__' __~___;....'I;~ Federal income taxes and $22,432 interest thereon, Liabilities remaining 


"These balance ,heet, are prepAred on the basi, of finanetal data supplied by the branohe,. They eren~; on the, books of the Company consist of prewar dividends payable to stock-

the ollieial balance sheets of the branclies. :~. holders whose shares have been vested and of reserves for Federal and State
•The date of vesting, '. . . . ..'

•Receivable. and claims are classified according to location of debtors; deposits according to location'; 'I Income taxes and a remammg suspended claim. As of Tune 30, 1946, 

del'~~~~~W:c~~:;~~r~t~1~~;~~~~M~ l,~':;~~s%;"i'\;':~e.r~ 1934 to 1942; court aelion" several ofwh!~ r net worth is $3,200, a decrease of $348~682 during the fisc~l year.

are stayed pendenJe bello; and other circumstances hayc given rise to contingent liabilities of approxima.~lr ': 

$2.000,000, which are not f('.fleeted in the ba.lance sheets. . '\ 


8~o1h~~i~h::¥;lg,inil'~~;~g~~i~~":l~~e:lfou~ft~~f~e~ngot;c~~;';,';e~lt~~\;';;h~e~goJl~i~!~b~ii:'td~~
such interests are vested in the Custodian. . - 
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I Tbe Company Is being liquidated by tbe Superintendent of In;';rance of tb. Stete of New York acting

under tb. supervision of tbe Custodian. These balanoo sbeets are propared on the b ..is of financial data 

SUl'¥~~dd~r. ~~"V~'i£i'~:ntehdent. Tbey are not official balance shoots of tbe Superintendent. 


• Receivables and claims are classified according to location of debtors; dell9slts acoordlng 10 location 01 
____ depositories; and securitl .. according to location of lRSuers~--- - .-- - - 

July 8, 1942' 

ASSETS J 

LoaIted In tb. UnIted States: 
C..h ........................................_....... $311,400.16 
R • .,.,lvables......................................... 91,626. 02 

June 30, 1945 

$76,7&1.91 
5, 377. 48 

June 30, 1946 

$89, 446. 25 .-
130.94 

·i~:lEHHi~f~IS1jjiltt~ji~~~'~ =.~~~~~: ......._........1•• _ ............ . 

-----".;-~~~ 

Claims and depOSits.. .............................. 1,420.3' -13,280.89 1, 32i1. 20 

YAMANAKA AND CO,/ INC. Total assets In tbe Unlt.d States.................. 725,699.81 125, 423. 28 90,900.39 

LooIted In .med and neutral countries.................. 007.61 :l81.~. _ . ,.381.00. 
LooIted In enemy and formerly oncmy-occuplcd·coun· -. . -i--":,:,'--c;;",";;;-- Interest of the Custodian .' trl... , .. : ......... _..................·.=.~.=: --51,740:&1- ---102.83 102.83 


AILcapitar.stock.:of-Yamahakil--and-eo;-;--Inc:'-(Illifjoisy;--yariianaka and-"~- . 

Company, Inc. (New York), and Yamanaka and Co., Inc. (Massachusetts), :. 


LIA.BIUTIBS AND NE"t WORTH all inactive companies, remains vested in the Alien Property Custodian. . r Llabllltfas: 
• .1 Owing to r ..ld.uts of the United States ............ . 6;444.41

Progress of Liquidation Owing to residents of allied, n.utral and tormerly 
. • onemy-oecupied countrlas......................... 4,815.79


Each of the companies istnanaged by a Board of three directors who are: OWing to residents of enemy countrlas. ".'"'''''''' . 83,780.1. 

members of the staff of the Office of Alien Property Custodian. None of • ~Wlng to Custodian (vestad) ..._.................................. . 


the corporations had any employees during the year, and their transactions' .~ N.tw!~~~.I~~::I::~::::::::::::::::::::::::::::::::::: M!:~~:~ I 
were conducted for them by employees of the Office. I---'---~-'--:---I---:--

Statements of intent to dissolve have been filed with state authorities' :.: . TotalllabUltl.sandn.twortlL. .. · ..............·I=~;;;;;;;;,~'I=~;;;;,;;,;;;;,;;"I==;;;;;;,;;~ 
. by all three corporations. Final decrees of dissolution for the MaSsachusetts..~g:~ ~l~: ~f~~:rr: ~:t~~~d~~.~.~I.".':::::::::::::::: ........ __ ...... 

. and New York'corporations were issued on October 11, 1944, and January, ;. _._______________~___....J.____..!...___~ 

17,1946, respectively.' The New York corporation has several suits pending /.~ "These holanca sheets were consolidated on the basis of finanCial data supplied by tbe three companies. 
in connection with delinquent acco,unts. Dissolution Order No. 21 was :( Tbey are not tbe omelal ballin,ce sbe.ts of the companies. . . 
. d b h C d' J 1 16 1945 r hIll' . 'b ,. ," Twenty·two days atter vesting. 	 , • ' .Issue y t e usto Ian ·on u y, , lor t e Inols corporatIOn, U! I:' .'Recelvables and claims are c~lfted according to l008tlon of debtors; deposits according to location of 
the final decree of dissolution has not been .issued as of June 30, 1946. ,::.: doposltorlas; and securities accordmg.to lOO8t!on of Issuers. . 

'j.. 

.~ 
."86 + 	 735061-47--7 +87 

300274 

enemy-occupl.d countrl .................................................. __ . __ ................... 
~. 

(MASSACHUSETTS), AND YAMANAKA AND CO., INC. (NEW YORK), 

Owing to residents of en.my-countri.........:...... 7,882.00 7,0<16. 31 
 7,045.3i. 
Owing to Custodian (vested) ......... , .......-.................................. .-................... CONSOLIDATED COMPARATIVE BALANCE SHEETS,' JULY, 8, 1942, JUNE 

30,1945, AND JUNE 30,1946Totalllabllitles.................................... 108,096.39 182,6.16.52 
 ~. 
Not worth __ ............................................ 3,672,491. 30 351,882.27 
 '!, 

Tot.IU.billtl.. andnetwortb.............:...... ',381,086.69 534,538.79, 13;M5.86! 


Book value otshares vested in Custodian............... 3,461,149.91 I 332,2&1.83 -- 3,021.71 L 

Book volue otshares not v..t.d................. ,....... 204,741.39 19,617.44 
 178.41 

~.\ 

PILOT REINSURANCE COMPANY OF NEW YORK (IN LIQUIDATION), 

. COMPARATIVEBALANCEISHEETSl 


SEPTEMBER 30, 1942, JUNE 30, 1945, AND JUNE 30, 1946 


Septem ber 30, June 30, 1945 June 30, 19461942 , 

ASSETS J: 

$1,131.974.64 $506,281.36 $13,283.86 

16,622.82 J. 00 1.00 

"'3,"230;252:22' "'-"2S;070:4if --.-.··.--iiiO:ili 
:::::::::::::::: :::::::::::::::: :::::::::::::::: 
---.....-...... - .... ' ...... -.......-..... -...... 

. .. ........... -- ............. --.. 
 1.00 
Total assets In tbe United States ....... __ .. __ ..... 4,378,849.88 534,358.19 13, 385.86 

t::~~ ~ ~~:~:,.!~ef~~~;r;~~::Y:;;;;CiipI;;d-coun~· --:.-.--.,------ -......-......-............-.... 

trl.................................................... 2,237.01 180.00 
 180.00 

Total ...ets........... _........................:. 4,381,086.69 

LfAlllLITIES AN~ NET WORTlt ______ . "_ ___ 

.----LlablllU..'=::-c:-:-=·-:-;:-;-;-:-· - .-.••.-.--- •. - .•. -------. -- .... ~ -- 

. -- .--. Owing to residents of tb. United St.tes.......... :.. 100,913.39 175, 61l. 21 3,320.40 
Owing to residents of allied, neutral, and formerly 

L~tigation is pending against this corporation in connection with-personal 
property taxes. 

Financial Information 
Liquidation of the three companies has continued during the year. 


Total1;SSets have declined by $34,523, or 27 percent. The greatest change 

among the individual classes of assets is the $41,957.69 decline in claims and 

deposits, which represents the collection of refunds of excess profits taxes. 


' 	 The decrease of $23,258 in liabilities owing to residents of the United 
States is .the largest change among the several classes of liabilities and re-
fleets the decrease of $25,518 in reserve for Federal income taxes which 
occurred with the settlement of income taxes. Payment of the $5,970:40 

debt owed to Yamanaka and Co. Ltd. Osaka, Japan, and subsequently 

vested by the Custodian was made to the Office by Yamanaka and Co.,

Inc. (Massachusetts). . 

The net loss after taxes of the t.i1ree. companies ~,:ring .the fiscal year 
! 	 amounted to $5,489 and resulted pnmarlly from adnnnJstratlve and general 
'. 	 expenses. Income taxes for the past fiscal year totalled $2,098 for the thre:::e'-::---,=-=~::_, 
;'.:S9f!1panjes.:oThe net-worth~of:thecthreeccompanies··decreased~$5;294~··-· .. - •. ~ ..~ 
, . 

YAMANAKA AND CO., INC. (ILLINOIS), YAMANAKA AND CO. INC. 
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_	~p..Q.sited in yar'io.uLbanksci[l-Shanghai1.-which~w~~·::i~llegedly_.confiscateif ,_·::oblig?rs_toc.tne~Ne:v -York branch 'for the purpose- ofserviCing the bonds· 
by-the -YokohamaSpecie--Blfrik;Lfd., of Japan, acting for the Japanese { constituted oblIgations of the New York branch to the bqnd obligo~s and 
Government, ThecJaims filed during the fiscal year bring the total amount ; that- such obligations were vested by Vesting Order No. 1095.15 

,. 

of debt claims filedfromthe time of vesting to June 30, 1946,toapproXi- :'SAN FRANCISCO, SEATTLE, AND HONOLULU BRANCHEs.-The liquidation .... ' 
mately $11,485,0~0.Of this amount roughly ~?,~3.5,009. r~Pf~sents_claims':-,-o(tbe ,San. Francisc? branch .andjts_Los_Ang;les:?ffice-is-beiri!fcoriti~t~·ed----

~ as_of June30, 1946;. .., .~. --,.._'____ .. :,__ . _0: ~ _.~ ':":':~ t,,::" ..Congress,~appro,,:ed.M<:rch~8,::-1?A6:=In~cla~ifymg-the-pow~ 

. Trading with the'Enemy Act, as amended, by Elliott Bell as Superint~ndent II The.other five suits were dismbscd in September 1946 as a result of an amendment to 
of Banking of the State of New York against the Custodian as'the owner of the Trading with the Enemy Act (Public Law 671, 79th Congress), which provides that 
six companies allegedly owing monies to the New York branch of the suits .for debt claims cannot be instituted until after the Custodian makes an adminis

tralive determination of the validity of a claim. '1. . .Yokohama Specie Bank, Ltd. Five of the companies, alleged to owe 
16 By Turnover Directives dated july 23, 1946, the Superintendent of Banks was re

$8,191,147, are vested trading concerns, formerly owned by Japanese . quired to turn over to the Custodian the following; (t) the sum of $1,039,770.42 main
nationals, which had commex:cial relationships with fhe New Yark branch tained by the Yokohama Specie Bank, Ltd., New York branch, with the Guaranty Trust 
of. the Yokohama Specie Bank, Ltd. The sixth suit involved an inter;' Company of New York in an account known as the "coupon account"; (2) the ~ight, 

title and interest of the New York branch and/or the Superintendent in and to anbranch balance of $3,727,318 allegedly owed by the. Seattle branch of the account maintained with the Swiss Bank Corp., Basle, Switzerland, in. the amount of
Bank to the New York branch. The inter-branch balance suit was dis: 522,606.03, known as the "coupon payment account"; (3) the sum of ,$1,189,183.90
continued when it was found that the New York branch would be solvent represented on the books of the New York branch as' obligations owing to 'various 

,Japanese issuers. of bonds including the Imperial japanese Government, japanese 
municipalities, and a japanese corporation. 
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YOKOHAMA SPECIE BANK, LTD. 

Interest of the Custodian 
. . . . 

Through vestmg orders Issued durmg 1943. the Office holds (1) the assets 
of the Seattle branch of the Yokohama Specie Bank, Ltd.; (2) the assets of 
the Honolulu branch; (3) the exc~ss assets of the ~ew York branch; (4) 
the excess assets of the San FranCISco branch and Its Los Angeles office. 
Under Vesting Order No..P 1, dated January 7, 1946, the Custodian vested 
all property of the Manila branch of the Yokohama Specie Bank, Ltd. ': 

• ..... 	 . 
Debt Claims Filed with Custodian 

During the fiscal year ending June 30, 1946, forty alleged debt claims 
totaling approximately $3,000,000 were filed with the Custodian against·, 
the vested. assets of the United States branches of the Yokohama Specie 
Bank, Ltd. Most of the claims are for the recovery of deposits or for the 
payment of commercial paper. Under the largest claim, which amounts to. 

· $920,456, the claimant seeks, among other things, the return of monies ; 

.by'-veste.d:enter.pnses.=~'.-:-"-":::':::"::";:"-==:":':""'::-	 : 
Disposition of the claims must aW'lit determinlltion of the amounts of 

excess assets that. will be available for payment of the claims after the 
satisfaetion of the' preferred. creditors of .the California and New York ,

· branches. ." '1 

. . ~; 
Progress of Liquidation . . 

NEW YORK BRANCH.~The liquidation of the New York branch of the j' 
Yokohama Specie Bank, Ltd. is being continued 'by the State Superin. 
tendent of Banks under the supervision.of the Alien Property Custodian, 
The approVed claims in liquidation of the branch, payable to preferred cred
itors under New York State banking laws, total approximately $800,000, 

---A::numl:5erof'ituits'iJ:1VoI;;h1g':':di'e New yorkbranch, some brought during 
the fiscal year and others pending since earlier dates, were terminated, thus 
bringing nearer a determination of the amount of excess assets to be turned 

· over to the Custodian '. . . 
Qn December 6, 1945, siX suits were brought i~ the United States Dist~ict' 

Court for. the Southern District of'New York under Section 9 (a) of the 

.P:o~rty 9\lstodlan, thIS law ~lll per~llt him to pay 
hIS dIScretIOn to n~menen:y foreign natlOn.als. 
.Theban~ premISes which were ves~ed m 1944 as pr?perty of the Y ~~p

hama SpeCie Bank, Ltd. of Japan contmued to be occupied by the Hawallan 
Office of theO~ce of Alien Property Custodiar: ahd by t~e ; United 
States. Army, which leases space from the Custodlan. NegOtiatlOns are 

£L120 0£ 

/ 

without req)urse to the monies due it by the other United States branches 
a 

. of the .Bank.	 . . .
A sult brought by the Bank of Japan, New York agency, vested m 1943; 


against the New York branch of the Yokohama Specie Bank, Ltd:.jn the' 

amount of $17,000,000 was found to be improvidently commenced and'was 

dismissed .. The dismissal of the suit insured the solvency of the New York 

branch of the Yokoham.a Specie Bank, Ltd. . .. 


Various suits were instituted by American bondholders contending that 

monies in a "coupon account" .maintained by the New York branch of the 

Yokohama Specie Bank, Ltd~, with the Guaranty Trust Co. represented.a 

trustfund for their benefit. The bond obligors were the City of Yokohama, 

the City of Tokyo, ,the Taiwan Ele~tric Power Co., and the Imperial 

Japane~e Govemmen.t...Before the. suits could be heard, the Custodian 


- determmed. that momes m the "coupon account" were not trust funds for: 
the benefit of the bondholders but represented excess proceeds of the 
New York branch vested by Vesting Order No. 915. The Custodian has 

. also determined' that. funds which had_been-:transmitted~-bY7-the"':.b_on9---

. By the S!ate Supenntendent of Banks of Cahforma under the superVISIOn 
of the AlIen Property Custodian. As in the case of the New ,York branch, 
state b~nki;tg laws favor certain creditors, who_I~1Uwbe satisfied before a 
determmatIOn can be made of the amount of excess ass<;!ts to be turned over 
to the' Custodian. . 

Aside from the discontinuance of the $3,727,318 inte.r-oranch balance 
suit brought against the Seattle branch by the New York State Superm

. tendeflt of B:::nks, d~scu.ssed. earlier in this section, no important new 
d:v~loI?me!1ts m the hqUldatlOn of the Seattle branch h~,:,e occurred. . 

..~ LlqUldatIon.of the Honolulu .branch ullder the slll?ervlSlono.f the .Hawal-
Ian .Office ,of the Office of Allen ~roperty Custodian w~s given Impetus 

. toward the e~d of the fiscalyear .by.tht: pas~atIe of P~~.!!5~. 
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under way for the. United States Army t? a~quire the bank building-for States 'as' S;""iss products.. After Larr;b~rcier was blacklisted, other 'Swiss 
use as the permanent headquarters of Mihtary Police in Honohilu. . . ' firms were secured to contmue the shipments of stones to· von Clemm, 

, MANILA BRANcH.-The· principal known asset of the Manila branch is . ~n April 1942, after an investigation of stones imported by Pioneer and 
. cash deposited with the Manila Clearing House Association prior to Decem. seized. by Cust<;>ms officials in New York, von Clemm was convicted of 
ber 7, 1941, amounting to 2,886,570,68 Philippine pesos. Thismoney was •. c<;>n~plracy}O vIOlat~ Executive Order No. 8389, .as am~nded, which pro
part of the currency placed by the Manila Clearing House Association in'~ hlblted ltheJmportatlOn of merchandise from certam foreign countries with
the c.ustody of the United States High C~mrnissioner to the Philippines at ~,.out license.fro~ the Secretary of the .Treas~ry. Seizure of the sto:nes :vas 

. the time of the Japanese attack. By speCial arrangement with the United made for VIOlations of Customs laws mvolvmg false and fraudulent mVOlces 
States Treas~r);' Department the currency held for. the Manila Clearing 1 and for att~mpts to eva~e the paymen.t of c~unt.eryailin&, duties. 
House ASsoCiation was burned shortly before surrender to prevent it from ,Meanwhile, a short time after the mvesttgatlon of PIOneer ImportCor
falling into the hands of the Japanese, and, in July 1945 restitution of the poration and von Clemm was instituted by Customs officials, and asa 
fun~s was. made by the 'J?reasul)' to t~e Manila Clearing House Association result <;>f the unfavorable publicity.that he ~nticipated,.vonClemm..r0rmed 
for Its vaf1~)us accounts, m~ludmg that of the Yokohama Specie Bank, Ltd:t~e Bndge Import Com\?any, a partnershiP: to co~tmue the busmeSs of. 
Upon vestmg of the MantIa branch, the peso equivalent of $1,443 285.34 .' Pioneer Import Corporation. The partners,hlp consISted of von Clemm as 
was turned over to the Manager of the Philippine .Office of the Office .of if general:partner and two limited partners, Georges Lambercier, of Geneva, 
Alien Property Custodian. Of this amount $1,440,000 has been'transferred ( Switzerland, and R. W. Alley as Trustee for Frederi9!._CLv:on_Clemm,and~ 

. to the Washington Office of the Office' ·of Alien Prope!:!y ~Custodian ,"thee ·".-::-Aliso!lJ:;.l!!I11IJl,~s<>.n:S,9f::W.emer:von:Clenim,:of New YorkCity:- Thereaffer~ :- " 
'. .~alaJic.e_being_ret~i:qed-forcu~e::tn--:.the::-adffiinistration :and-control-(jf'banli '-.' thdooted:Stones were ,sent to Bridge Import Qompany. It was through 

.• ::::C:::c, ,_ ,·c..recordswhich may15eneedea in the event of debt claims against the branch~'. duplicate in,,:oices, OIle issued inBerlin,,~rm~ny,. and one.in Swit~erIa:,d, 
, " that the Umted States Customs- authOrities discovered Bndge's ViolatIOn 

Financial'lnformation . ~ ," -.: , of Customs laws and seized themerchandise.,_ ', .. '" -, _.. ,,, ~----

·c Following ~ a cond~nse.q ~~ll:tance she~~ reflec.ting~thdlnancial':'conditiciilc .;:'-:V'e~ti~gActio~·by the C~st~di~~'- . -:----
,,'-'-' .. as.of]une-30,1946,ofthe-contmental Umted S.tates and· Hawaiian branches ~., 	 . . . '.. 

of the Yokohama Specie Bank, Ltd. '. . ..' . !-. In November 19~2, the Alien Property Custod~al'! v:,sted Bridge I;uport 
Co~pany ,by Vestmg Order No. 353 and')he majority stock of Pioneer 

Cash, .. , ................. ",'.' ','," ..."." ....., ....... $19;.171, 000 Import Corporation by Vesting Order No. 354 on the finding' that the 
-Other domestic'aSsets ............. " . " .. , ............ 11,301,000 beneficial owners' were nationals of an enemy country. In March 1945,
Foreign assets ..... , , ., .' ..... , ...... '............... 19, 096, 000 
 the remaining shares of outstanding stoc!c of Pioneer were seized by Vesting 

Total assets.' ......... ,' .. , ........ "'... ,, ...... , . 49,568, 000' Order No. 4755. Under Vesting Orders Nos. 1452 and 2391, dated May 
-----_. 11,1943, and October 11, 1943, respcctively, the Custodian vested the 

Domestic liabilities ....•... " ........ " ......... , .. ,. 3,756, 000 ". entire interests of certain Germa;n nationals in'obligations owed by Bridge 
Foreign liabilities· ....... ·...•.., .. , ...... , ..... , ... ,.. 538, 000 
 "Il;{" and Pioneer. The Bridge obligations, which totalled $141,032, were owed Custodian's equity· ....•.. '," ... ,.;. ,'......... '.'..... ·c··, •••• '.45,274,000 


::;- to Georges Lambercier; Switzerland; and Hardy.& Co., G. m. b.'H:. ".. ~," "" 
To~ai liabilities a~d Custodiar<'s ,equity ..... , :. :: . : .. 49, 568, 000 '~L~a?~:~:~J:1qes~!!~c::li.~t?"both'of.Be!'lin,:'.GeI1?any;=th~:::Pioneerc:='iccoimts, - ~ 

i.~whlcfi-totalled-$376,61O,were owed to Reich Kredlt Gesellschaft and. int,?rests ~ormcrIy..:,'.'<:~c! J)y..:YokoJ>~~a~~~cjf-Ba';'k;:"itc
'of;::mcludmg~arhounts'whlch-may teclintcally represent 'l.:' Gesellschaft fur Hypothekenankauf, botll of Zurich, Swit~erland. 
rnment and othp.r nationnlct nf T:.nQ1"\ . .J 	 . The Customs officials released to the companies certain stones which 

they. had refrained from seizing 'but had merely detained. The Customs .Not included in the above statement is the approximately $1,443,000 
'" '.authorities were reluctant, however, to release stones they had seized and'vested from the Manila branch of the Yokohama Spcde Bank, Ltd. ' 
, were considering their sale under forfeiture. Because of the complexity of 

. the situation and after discussions with the Customs authorities, the Cus
PIONEER IMPORT CORPORATION AND BRIDGE IMPORT .j ;todian specifically vested the seized stones. by Vesting Orders. Nos. 4754 

COMPANY .;, ' and 47,55 of March 14, 1945. The Pioneer merchandise covered by these 
~;: Orders comprised two packages consisting of 9,635 unset polished diamonds 

History. of the Business . . 	 . ,-S totalling 449.37 carats with an invoice. value of $46,001, four packages . 
'PioneerImport Corporation is a New York corporation organized in 1938 :~ ~onsisting of 9,894 unset cut diamonds totalling 711.21 carats with an , 

to conduct a general import business. After the'outbreak of the war th{ ;< . Invoice value of $63,661, and seven packages of semi-precious stones with 
corporation became part of a system by which Germany exported t~ the' ;~ a valuation of $3,668. The Bridge merchandise consisted of 263 'packages 
Western Hemisphere precious stones looted in Holland and Belgium. ;;. '. of synthetic and semi-precious stones valued o~ consularinvoices at $141,079. 

When the war started in 1939, Werner von Clemm, President of Pioneer r·and 10 industrial diamonds which von Clemm had attempted to export, . 
Import Corporation, made arrangements with Georges Lainbercier ii' . appraised by,Customs at $57. ' . 

jewelerofGeneva, Switzerland, whereby stones were forwarded to the United On September 29, 1943, a notice of claim was filed with the Office by 

. " 	 ,. 

, 	 . R.W. Alleyfor his alleged partnership interest in Bridge Import Company and 
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share of the vested assets. This was recorded as Claim No. 1166,16 Notices 
of claim for title to the Pioneer stock vested by Vesting Order No, 354 and 
for a· 50 percent interest in Bridge Import Company were fil!,!d by Werner 
von Clemm on October 25, 1943, and recorded as Claims Nos. 1272 and 
1273. 

Sale of the Stones 
The Custodian considered it advisable to hold an early sale of the stones 

since, with the end offhostilities, importations of goods of this type would 
be renewed; resulting in a lessening of sales yalue. Onyx, one of the prin.', 
cipal stones listed in the merchandise, was already arriving in considerable 
quantities from South America by the end 0['1945" 

Three large public sales of stories were helM at the New York Office of 
the Office of Alien Property Custodian in March 1944, December 1945, 
and January 1946,l1 All three offerings were advertised in newspapers of 
general circulation and in trade papers. Notifications of the sale were 

. mailed to prospective purchasers listed by the Custodian's office and to 

~~ 

L,L20 OE 
mitted a total of 2,611 bids for the 272 lots. The aggregate of the high 
bids for the stones was $941,867 compared with a total entered cost of 
$151,567.18 These entered costs were obtained from the consular inv'oices, 
which are generally considerably lower than appraisal values. In only one 
of the lots was the high bid less than the entered cost value but, due to the 
interest· manifested in this sale, as shown by seven blds received, the high 
bid of $150, as against an entered cost of $417, was accepted,.. . 

The January sale offered 268 lots of diamonds comprising 19,522 stones 
totalling 1,234 carats. Copies of the notification of sale were mailed to 
7,614 prospective purchasers. Inspections were made by 209 groups of 
prospective purchasers, and approximately 670 copies of the State
ment of Terms and Conditions, Inventory, and Bid Forms were distributed. 
During the period of public inspection, guards were stationed in the exhi
bition rooms, and a firm was retained to provide electric protective service, 

Approximately 75 persons interested in the proceedings attended the bid 
dpening. Bids were rcceived from 123 prospective purchasers, who sub

.. mitted a total of 7,497 bids on the 268 lots in ..!!!c_ offering, In order to 
--.---_-persons,-firms,-and.corporations~i~~.b~si.ness-thrqtlgho.ut-the-Uhitea-::Statei:-"aeterminetne aaequacy onne nigl'iest.oias received, an· appraisal-had been' 


.- .." whose'naines appeared on jewelry trade lists. . " made by a private firm, whose total valuation of the lots was $224,079,50. 19 


In March 1944, a pu blic s!'!-le was held of the 45 lots of synthetic, precious, .' The total of the high bids received was $363,331,46, Or approximately 62 

.' and semi-precious stones of. Pioneer Import Corporation' that had been' percent over the appraised value, The high' bid exceeded the appraisal 

. detained but not seized by Customs, These lots, comprising approximately:. valu~ (or. ~ach of the lots, _.Tie bids were receive<!lor.!!vQ..lots,. angp}lr:-:. __ .c....:.'::':::": 

...------.-'	59,000-pieces,::.:consisted: of- imitation-precious-ana'-semi"preciollSful5Its; :"-su'anno the' terms -iuld conaiiions'of theoffering, a drawing was held to 
aqu.amarines, spinels, blu~ zircons, and blue sapphires, and a relatively "determine the winner. 
small number of genuine amethysts, turquoise, and garnets, 'Copies o( the 

Financial InFormationnotification of sale. were mailed to some 1,200 prospective purchasers. . 

Approximately 115 copies of the Statement of Terms and Conditions,. Both Pioneer Import Corporation and Bridge Import Corporation are, 

Inventory, and Bid Forms were mailed or handed· to interested parties, ;, in process of liquidation. The assets of Pioneer Import Corporation as of 

Inspections were made by 53 groups of prospective purchases,., l' November 11, 1942, the vesting date, amounted to $328,643 and the 


Some 40 persons intcrested in the proceedings attended the bid openings, ,3 liabilities to $454,265, indicating a deficit of $125,622, At the time of 
Bids were received' from 35 prospective purchasers, who submitted a total f. vesting the inventory of Pioneer had a book valuc of $165,706 and con-
of 419' bids for the 45 lots, The total of the high bids received was $212,762 sisted primarily of precious and semi.7precious stones which had been 
compared with Customs valuations of $39,018~' , seized by Customs authorities and which werc subsequently vested by the 

The stones that had been seized Customs and specifically vested by. Custodian. Of the liabilities, accounts payable totaling $399,146, later , 
the Custodian in March a.t .PJ.!l;>li~_sale.jn December~J 945 r;:.:-,:,:estedJ?y: the gU,s!odiE.!h.·wereo~edJo_Gesellschaft fur HypothekenankauL:-......:.:-:::.;:. 

~'''irl-hnUary·1946:''-·.:-- -.--.- -~---- .-.,---- c--aocfReich Kredit Gesellschaft. 
December sale offcred ·272 lots of precious, semi-precious, and syo: 


thetic stones. These lots included Cl: wide variety of emeralds, opals, 'pearls, 

onyx, rubies, sapphires, and other jewels. Copies of the notification of sale 


. were mailed to 4,020 prospe!=tive purchasers. Inspections were made by:' 
156 groups of prospective purchasers and approximately 460 copies of the' ". 
Statement of Terms and Conditions, Inventory, and Bid Forms were dis
tributed. "..: 
. The bid opening was attended by some 100 persons interested in the',: 
proceedings: Bids were received from 75 prospective purchasers, who sub- ·f 

, ~. 

16 In De~e~ber 1946, a suit was instituted in the,District Court of the United States, ~ 


Eastern District of New Y,?rk entltled Rayford W, AIl~, as lruslee for Frtdmck M"hati .' 

Cltmm von Hohenbtrg and AlLton Cltmm DOn Hohmberg, v, Tom C. Clark as AlloT1l~y Gtneral " 
of Ihe Unilt~ SlattS, to establish, the interest of Alley in the Bridge Imp,?rt Company: .!: 

17 In Apn11944, one lot of Bndge Import Co, stones was sold In a public sale ofvarioU! < 

vested merchandL,e, The high bid for the lot, which consisted of approximately 985 ',: 
synthetic and semi-precious stones, was 89,353 as compared' with an invoice value of 
$1,100. '" 	 . 
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The assets of Pioneer Import Corporation as of June 30, 1946, amount to 
$157,662, exclusive of the stones res vested and sold by the Custodian for 
$368,496. If Pioneer should gain possession of the proceeds of the vested 
stones, it would be in a solvent position, The liabilities of $432,388 include 
the obligations previously vested by the Custodian, which total $428,021, 
including interest, as of June 30, 1946. 

The assets of Bridge Import Company as of November 11, 1942, the 
vesting date, amounted to $143,898 and the li\ibilities totaled $147,933, 
leaving a rleficit of $4,035. At the time df vesting the inventory of the 
partnership had a book value of $143,238 and consist;ed primarily of syn
thetic and semi-precious stones that had been seized by Customs and were 
ultimately vested by the Custodian, As against the assets the books of 

" 

II The merchandise for sale consisted entirely of Bridge and Pioneer stones with the 
exception of two lots of pearls which received high bids of S5,410 as compared with the 
appraised value of $3,125. 

ID The merchandise for sale consisted of Pioneer stones with the exception of five lots 
of stones which received high bids of $13,152 as compared with the appraisal value of 
$9,779. 
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Bridge reflected liabilities of $137,095 then owed to Georges Lambercie 
and Reich Gesellsch<\ft but subsequently vested: . .. 

As of May 31, 1946, the assets of Br,idge, with the exception of $50 of 
unliquidated inventory, consist of $914,000' of cash, representing rumost 
entirely the proceeds of sale of vested stones. Outstanding liabilities, in
cluding the obligations vested by the Custodian, are $156,559, and net 
worth is approximately $757,441. 

II} »VI «. 

......; - .~-- -~--- -.-'~---- . 

'-:...~-'-~-- :~.::::..::-.:..=::....:.:.....---=::- ;.::::. ..=~-=--:-.- -:

94 + 

Patents 

. The Custodian has ac.quired three general types of patent property. 
First, he has vested title to approximately 34,000 patents and patent appli
cations of nationals of enemy countries, and to about 13,000 of nationals of 

.. ' formerly enemy-occupied countries. Of these, the patents and patent
t; .applications which were not licensed to nonenemies before the war are 

.1;, referred to as "loose" patents and are treated differently from those which 
wl;re so licensed. Second, the Custodian has vested about 1,000 interests 

'.': of nationals ~y_~..nd_enemy",occupied-countries:-in-patent.:t::o.ntracts...-...._-... -.-
"---:i-:-Tniraj.the Office has acquired indirect"control of 6,240 '''captive'' patents 

.', and patent applications through the vesting of enemy interests in patent 

.. 

holding companies and other business enterprises. 

• _-,_-.:.=:YESTED.. P-ATENTS--AND--PATENT-APPI;J(;ATlONS":":' 

Property Vested 
From the establishment of the Office on March 11, 1942, to June 30, . 

1946; 'the Custodian vested 40,523 patents, 321 part interests in patents, , 
4,683 patent· applications, 509 abandoned patent applications and 833 
inventions for which patent applicatimlS had not been filed. A complete 
breakdown of these properties by nationality of former ownership is shown 
on Table 23. The bulk of this vesting program was completed by June 30, 

. 1944, but some property was vested after that date. The following figUres 
';.: indicate the amount of patent property vested in the fiscal year ending 
F June 30, 1946: 

:', 

. . .Patents..................... '., ." ....~. .. .. 
c .c....:..--'.'- ·Partinterests:in·pateiitS:= . .=;-......... .. ....... : .... . 

Patent applications .............. '. . .. . . . . . . . . . . . . . . 16 

Changes in Character of Property Since Vesting . 
The amount and type of patent property held-by !he Custodian is con

stantly changing for several reasons. The most important reason is the 
prosecution of patent applications, which results ~n a decrease in patent 
applications and an increase in patents held. Table 24 shows in detail 
the changes that have occurred in the holdings of the Office. . 

,,' PATENT PROSECUTION.-The Office has prosecuted patent applications 
r in order. to further utilization ofenemy inventions by American industry and 
;; safeguard the. rights of nonenemy nationals. Pro~ecution also prevents 
,;;. other persons from filing applications on the same inventions and protects the 
:.~ intere.st of nonenemies having contractual rights in vested applications. 
~ As of une 30 1946 the 0 . F-I er Custodian has been 

:'" 

., ... atents on vested ·cations. n ad ltion, e 
pa en app IcationS on inventiOns and revived two 

abandoned patent applications. The Patent. Office has accepted 74 
divisional patent applications for prosecution, 23 during the fiscal year. 
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SHIp· 

Residence of former owners. 

~~~~~:::::=:=::::::::::::::.:::::: 
Hungary . __ ., __ •_____ 

~~l:r~~~~::::::::::::···-·-·-·-·-----,
Two or more oountries-~-w-----~---.--

Enemy.<J¢c!1pied courtries. 

,.  -- .. -- :..-:::-;;=:=~~=~=~::::==~~:c:.:=£=::~l=:-=1==.J.2.::..j~~~ "time of vesting.1 

",·.'+-1· pt.~v_c-;c .... At. theend'of,the-fiscal' vea(.::l 900:':patent-:':a'·p.'p.ll'cc-
- •.~f·U· th-C- 00'
'. b: ust 

..}(r~J 
1k...".,J -
i":..~ 

emg co.ntmue . on app!oxlrn.ately 445 applications. 
ro~~ut:o.n r.has 
ec '1 Ibcf 

aval a e owmg to the war' in other instances 
procure sufficient document~ry evidence to m;et the requireme~~ao/thO
Patent Office. 

EXPIRATIONs.'-:"S'ince the life of a United States patent is only 17 
conside:-able n~mber of patents acquired by the Office of Alien ~~arit ;-, 
CustodIan expIre e~ch year. 
the fiscal year endmg June 3Q, 1946, alone. 
8 57 have ex ired; the total number oflive patent
thus re uce to a 

Toblll' 23.-PATENTS AND RELATED PROPERTIES VESTED, MARCH 11, 1942 
'TO JUNE 30, 1946, CLASSIFIED BY NATIONALI~Y OF FORMER OWNER: Tablll 24.-CHANGES IN. PATENT HOLDINGS FROM DATES OF' VESTING 

. TO JUNE 30; 1946 

TylXl 01 propertyNumber of properties vested 
----~--~----.-~~.----

. Perma· 	 Part Patent I i:;m~'
' nently 	 Patents interests applica. abandoned Inventions

banTotal Patents t~~::J'!' Patel?t 3 . loven. 	 in patents tions paten~ ap· 
paten~ ~fun~ p~~~~ tions plIcatIon • 

. .;Rr.;~s Total vested through June 30, 1916... 
~i~~-r~---I----I---·I----I 	 I==~~F===~F==~'I====~!===~

Changes resulting from prosecution ....... . 
ratentapplirotionsllicdonlm.cntions. I-..-.-..-..-..-.-.. I-.-..-..--.-..-.-_.I--~-I-----·I---~ 
Divisional patent appHcations ac~ 

A~~~f.~~~:~"~~~i:~~~~~~~i~~i:~~~: ---.-.-.. -.. _I 
.•• : ..::::::::::: Patents granted on patent applications. 

Changes resultin~ (rom assignments and I.~=~=~I=====''''''==~=I=c===·I==== 
return of property ___________ . __________ _ 

__ ._ .•. _.______ I---I---I--,-,---I~~'--I·---

TotalheldasofJunc30,1946........ 	 507 i05 


licensing Policy 
, -ENEMY PATENTs.-The Office of Alien Property Cus·todian continues to 
grant to American citizens and corporations nonexclusive, royalty-free 
licenses on patents vested from nationals of enemy countries under whiCh 

1---o.I---.,--I-:c:c:-:::-:-::-:·.t:.~=_.!he!"~:_v.:ere:::p.o=<:.opflicti.11gc::b9].1.a_:_fide_::ll0nenemy-rights:-outstanding:-:at=the-'~ 
Patents subject to nonexclusive, royalty-bearing licenses 

at time of vesting are licensed to others Olf similar terms.· Special problems 
. concerning treatment of Italian and Austrian patents have been'resolved in 

. , ' .... .." discussions with the Departmentof§tate, JU).fls.be,en_,decided~tocol'1"-,.-,. 
· t-'I-on:s-=-r··e'"-·: . - =:':':t-'J··-- i.'·~- -tiniie~the-::royalty:free-:..licensirii~of.::patents-vested-from'-nationals-of-Itilly;-·- ._

1· , , a maIn ves eu m· h' 	 "" d .
19stna.Ian'dcompared \~ith 2,276 on June 30,1945. Prosecution is' Jowever'5 was remm f ca e or an smce 

On the remainder anUM , tents veste d rom persons presume 
b.een dlScontmued for various reasons. In some cases. to e natIonals of Austria have been made r -d ~~rIng: f 

m <;>rmatIon that could be supplied only by the inventor was not ONF;NEMY ;'TENTs'- e onl~ma po.,'cy htowdar .lCensfInhg 0 . nonendemy 
the Office was bI· t 1 f Icenses lor t e uratlOn 0 t e war an t epatents was to Issue roya ty- ree 	 h 

six months following, w.ith~reas(m:able royalties ~o ,be charged th:reaf~er. 

. -. . e" Because of the strong .objectIOns raIsed by the variOUS governments m eXIle, 


. 7 the Office later decided to change this policy and negotiate royaltY-Qearing, 

~onex~lusive licenses on these patents. I.t cont~nued this practice u~1til. the 


Approximatdy 2,157 patents expired :dfrin~ :~. hberahor of the enemy-occupied countrIes. Smce that time, applIcatIons 

From the dates of vestin !". \ '. . . 	 . . 

h ld b h Offi g,.- ~""'. I ~ a result of a 12:nation conference held in.L?ndon in J~ly 1946 a patent accord 
out 35000 s e y t e ce was ;s \ was signed by the Umted. States and 2~ other nations provldl,:g that formerlx wholly 

. '. • !., 	 German-owned patents seized by each signatory government Wlll be made avaIlable to 
nationals of all signatory governments either by royalty-free, nonexclusive licensing or 
by dedication to the public. ' 

Uni ted :\ 	 96 + 	 .~<;J]) ~t't; .Alien ii' + 97 
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for such·hcenses have ~een referred to the commercial attache of the 
gove;nment of the natIO?al fr.om whom the patent was vested. The 
apphcant may ~en negotlate with the former owner of the patent for the 
purpose of agreetng upon a reasonable royalty and other terms. If satis. 
factory terms are agreed upon before the patent is returned under Public 
Law 322, the Office will grant a license. -. 

Extent of Licensing 
The following table indicates on both a cumulative and fiscal year basis 

the number of firms receiving licenses, the number of licenses granted, and 
the number of patents licensed by the Office. 

Licensed 
. . .' during . 

Cumulatwe Pertod July Cumulollllt
total to " 1945 to 10101 10 

June 30 June 30 June 30 

The licensed firms vary in size as follows: 602 are small (assets up to 
'$1,000,000); 264 are medium (assets between $1,000,00~ and $10,0~0,000).; 
185 are large (assets over $10,000,000); 38 ar; enterpnses who~e sizes ar;. 
unknown; and eight are Government ageI?cies. The Custodian has 1:
censed 11,208 patents to these firms, counttng each .pa~ent. as ofter; as It 
has been licensed. Table 25 shows the complete dlStrlbutlon of hcenses 
and patents licensed by size of business of the licensee.. 

Report on Licensing Program. • 
Under the patent license agreements executed by the Custod:ll:n, !he 

licensee is required to report on "the character and e~tent of t!te utll~zatlon 
oreach licensed patent." Reports on roy~Ity-free hcenses,. i .. e., hcenses 
for patents formerly o,:,ned. by ene:ny naponals, are required annual!y; 
reports on royalty-beanng hcenses, 1. e., hcens~ for pate?ts owned p.rtor 
to vesting by nationals of formerly enemy-occupied countnes, are required 
quarterly., • d 

. . ' 1946' 1940 • 1946', For the reporting period closing Decemb;:r 31, 194?, reports were receive 
1----. ----Numb_erof~rms-tp,~h!fh:ltcenses-were-granted~---794::_:::__!303_:_'-1~097::~--from 799--:-licensees. to -wnom tneCusfOdian--:--had':hcensed-9,393-j'orme.rly-_

_ 
....-.- 10;-173--1~035- -1 r,2os--'iiCeruedto-eachnrm;'exteiiTfo wilieR-patehts -are-beingused;--ancl thelr- 

..-- 
Number of ltcenses granted ........:. : .... :.....Number of patents and patent appllcatlons licensed 1,535 477 2,012 -0 ned 'patents. enemy w In addition five licensees reported on. ' I ._ 11 patents 

(counting each patent only once) .... " .... . . . . . 7,343 2.560 .7 903 formerly owned by: nonen~n::y natIOna s. . .. .. 
Number.of patents and patent appli<;ations li~ensed' '. The reports furnI!'h statistics and other tnf?rmatlon on 10catlOn and 

. .' - ....... \counting each p~tent as many t.mes_!IS It was ._ . ._ size of business of licensees, types of patefits hce!1sed, .. number of patents .. 
- --.-- -----licensed),,,.--;, .......... :. ':.'.--:-.-..-.-.-.-..- . 


. : ~~I~~: ~~~ t~~: g:;:~I;c:~~ega~~~tn:p~I~~l~~l:t ~:;e':',~·Il':~!~"J'l~e!~ftc~~~f':;:IodS, 
. . . 

Of the 477 licenses granted. during the' fiscal year, only 10 were issued' 
under patents vested from nationals of formerly enemy-occupied countries. 
These 10 licenses covered 12 patents formerly owned by nationals ofFrance, 
Norway, Denmark, Netherlands, Czechoslovakia, and Austria. A total of 
22 licenses covering 38 patents formerly belonging to nonenemies has been 
gra.nted since the licensing program was started. . 

.
Size. of Business Enterprises licensed 

. As of Ju"ne 30, 1946, there are 1,097 business enterprises and Government 
_, ag~ncies licensed by the Office of Alien Property Custodian under vested 

.--':.=" .~-& -' -patents; -This'"- is~-an-in-creasecof'::'303=over-the-numbei-oFlicensees 'at,cine'-
=.:...~=--:--:;.: 

• 

close of the prevIous fiscal year. 
'. .

Table is.-DISTRIBUTlON OF PATENT LICENSEES AND PATENTS LICENSED. 
BY THE O~FICE OF ALIEN PROPERTY CUSTODIAN BY SIZE OF ASSETS OF 

. LICENSEES, AS OF JUNE 3.0, 1946 
NOTE.-Thls tsb]. includes 29 cancelled licenses issued to 19 Heenseos. 

LIcensees . Patents lIcensed I . 

Size of assets.ollleenseell 

Number 1Percentage I Number IPercentage
of total of total 

1------1----,-- 
Total., ••. -........... __ ..__ ..•••.... ____ .. , ...._ 


. 
~llfff:sm;ooo::::: :::::::::::::::::::::::::::::::: 
~o6o~~I$5~o:x'OOO:::::~:::::::::::::::::::::::::::: 
~~$~~,~~:~::::::::::::::::::::::::::::::::: 
~::n~,,'m:e:u,;ji<iii-staiesO(;iemment:::::::::::::DOJ JX 

1 Countlnll:eacb patent as often as It has 0000 lIcellSed. 

United 
98 +.Alien 

Anmli';l 
(".! : ;:>.

1,097 100.01 11,2!18j--' 
'1,0844~ 8.2 

6.8 205~.~ 443
I~ i7.3 . 4,038

6.8 . I,aul~: 16.9 4, 121 
.3.5 204~ 0.7 28 

iOO.O 

9.7 
4.0 
1.8 

36.0 
9.7 

36.7 
1.8 
0.3 

value to the economy. N' fi f h 't t t dee 
DlSTRffiUTION BY FIELD.- mety" ve percent 0 tepa en s ~ep~r e w r 

electrical, chemical,or mechanicaL The. following table mdlcates the 
distribution of the 9,393 patents among various fields: 

Field . Numher 

·Mechanical .......... .-. . . . . . . . .. . . . . . . . . . . . . . . 
. Chemical. . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Phal1l'!aceuticl!.I. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

2,486 
2,913

1:~ 

Perctnl 
26. 5 
31. 0 
2.0 

Cherrucal equIpment ............................ .
Electrical. . . . . . . . .. . .... .-.... ..... . . . .. .... 3, 52~ .6 

37. 5 
Metallurgical. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 2.4 

. Total.. .. " ...... __ .......... : : .. . . . . . . . . ,9, 393, ..100.0 
thinT-repottedpatents- i.irldei:i6~altY"beariiig'licensesi:::10 were"ln the==----=-=.:c-· 

mechanical.field, and one in the chemical field. . 
UTILiZATION OF PATENTS.-Forty-four percent of the licensees reported 

that they had used the patents in production or research during 1 ~45. 
Ten percent of the total patents reported were used in actual prod':!ction, 
principally of war products. An additional 13 pe:-cent were subject to 
research to determine usefulness for future productIOn. There were ~lso 
indications of the growing importance of the vested patents for peacetime 
use; of the patents not in current use in 1945, thirty percent, or more than a 
thousand patents, were expected to be used for future research, develop
ment, and production. . I'. 

. Businesses with assets.ofless than $1,000,000 are hcensed under an average 
of three patents each compared to an average of 15 to. 20 p~tents for larger 
firms but their reports indicate they have made more intensive use of them. 
EX~MPLES OF USE.-The following are examples of manufacture reported 

under vested patents: . 
1. 22,000,000 pounds of rayon denier and filament, with a sales value of 

about $9,600,000. . 
2. 3,800,000 foldable spades and hoes, with a sales value of $3,700,000. 
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3. condensers, with a selling price of4, 
5, blades, ",,:ith !l selling price v~n>300 000 .) transferred to Washington, D. C. The Portland, Oregon,. library was 

of nItration grade toluene for ~ I'. :~ transferred to the field office in San. Francisco; The agency's Boston, . 
fl' . ~ sales value of $14,000000. xp 05lves and aVI~; Chicago, and Los Angeles patent libraries were loaned to public libraries 

$19 500 ue Injection pumps for Diesel 'engines with a I I ," in those cities, The Los Angeles library had been opened in November 
7.' 834 mecha ' .,' . ' , sa es va u;)f .}94S be,cause of the ,conce~t:,:tion of industry in that area. It w~s .used 

with a sales I nlc~l ~~evlces for recordmg the path of flight f . " " ill carrymg on extensive activities among manufacturers, trade aSSOCiatIOns, 
, 8, 7 500 a va ue 0 .... ,250,000. 0 arrcrart, ; and chambers of commerce. During the period the Los Angeles library 

.$112 000 rmatures for magnetic loud speakers with a s II' ,:'! ,.~ was functioning, the ratio of California license applications to total license 
'9. 333,000 ounds of . , ' . e mg pnce of :~ applications increased from 5.5 percent to 9.4 percent. 

, p resm, with a sales value of ~42 000 ,': T h' I P , 	 ...., . . ;, ee: nu:a rogram 
ENCOURAGEMENT' OF THE USE OF . ., Over 20 new screening and evaluation projects were initiated during the. 

Thet VESTED PATENTS ; fiscal year, making a total of more than 100 such projects undertaken. 
,of the ~~~~eb Joal of the patent development pr~O'ram is t," The Office attempts to separate useful patents from those that appear obso
patents in th \ Y'l~~ technical information contaiI~ed in thO ~;cg~~age use, lete or unsuited to American industry by asking industrial groups, university 
interest in !stUd mg of the peace. economy. After V-J D~ '. vested, ..,research f~u.ndations, tra?e and technical socie~ies, a;td indivi~ual scientists 
answered du . e hP'Aents was eVident. A total of 7392 'yan.ll;creased' and.techmclans to examme groups of patents III their respective fields and• efforts were nn~ t IS scal year, as comparepwith 5 872 last mqUIries w~re report on.those warranting further research. Some of the projects completed 
available forn;·a e ~o a<;:qualllt ,veterans and small bu~inessme yea:'h Special during the year covered patents relating to steam turbines, electric power 

, lcensmg and their uses,' n Wit patents hanuners, oxide coating for corrosion proofing of aluminum, seamless 
Patent Abstracts tubing, and precision measuring instruments, The series of projects, 

-:-: ,--;:-, - "c". =- ,__~J", , year- the- second-su ~Te: -_' __ . --::-=-:;-:;-;--;-;-=--:-- _ :' _: -:-±- ~:~~o~ceriJJg_6_09_~gri~~~tural paten~ ~as __ American Society 
was It adds 900 ' pp ment of abstracts of chemical . - of Agricultural Engmeers,- ., -. - - --- - . ;;- :-::--=--:--:: 
. I patents to the 7100 h' h patents . " , 	 - ,

VIOUS Y made available. The ' on w IC , abstracts had pre- _:" tv.Iembers of the mdustnal mtelligence ,teams sent t? Europe b~ the.Jomt 
chasers of the complete set of ch ' n1w ; upplement IS sent free to pur- '" Chiefs of Staff were consulted to determme the relatIOn of techmcal mfor
volume of the lllcchanical_electe~mfa a stracts. A supplementary fifth " mation gathered by thein'to the vested patents, The Office was then able 
necessitated reprinting of many SllC: patfnts was also issued, Demand .' to inform American manufacturcrs of proccsses described by these intelli
as the first four volumes of the mee~10~S 0 the ~hemical abstracts as well gence teams that might be covered by vested patents. Such technical 
filled approximately 10 000 order c Iialllcal~lectr~cal abstracts. The Office information is extremely important to potential users of the patents, since 
for se~s and sections of ~echanicals_ fom .pr;vate Individuals and businesses in many instances. the disclosures in the patents themselves are not sufficient 

_che_mlcal abstracts during the fisc e ectnc~ abstracts, and 3,400 orders for to put the inventions to work without additional "know how".lt? cover costs of printing and bin~' yearo For these it charged' $45 000" Technical representatives of the Office from field offices in New York, 
tl~n has amounted to more than 20 ~~~ dna cumulative basis, distribu_ ", Chicago,. Los Angeles, and Boston made more than 400 calls on manufac

r ______pwlth receipts totaling over $120000 TOh e;,s for both classes of abstracts '. turers during the fiscal year. 
- atents'''"a leafi .. h '-, ~-- ' - " , e ..Index-and G 'd, V '~. 
patent hcens' et t at gives general information On vested UI e to ested-· ::-:-Aid-to Small-Business-and-Veterans - ,-- - __ ~ 
editions dist~~gu~r~gram" was ,revised in January 1946 anaa:~ts and. the it,. The program of cooperation with the Smaller 'War Plants Corporation 
particul~r interest e gratis. LISts o~ patents on 70 ' e 6.revlous '" to encourage the use of patents by small business and to inform veterans 

_ , totaLof such lists t:~~~ prepared dunng the year, bringing the ~u .lefts , of ", of the opportunities in vested patents was further developed during the 
p. 	 ,----- - --- ," -- umuatlve .. ;-_ -fiscalyear.-The success-oLthis program is evident frgm_the on size 

atent Libraries ~f ousiness firms licensen:-Over"SO'percent-of-all-new-licensees-durini-ilie 
(.-.,.~ A,t the close of the fiscal year com I . . 	 ~ fiscal year were firms with assets of less than $1,000,000. ' 

~vaIlable to the public in lib~ariesp et~ c0I;nes of aU vested patents 'were ~ Expert technical advice was made available to small manufacturers at 
...--r ... p roperty CustOdian in New York Wa~~Intamed by the Office of Alien :? meetings conducted in the chief industrial areas. Information booths and
~~, 

1i pubhc and university libraries thro~ ~~gto~ and ,San Francisco, and iII ~ exhibits were provided for industrial and scientific conventions. Lists of 
"~d fb ves,ted patents are now located in 4J tut t e Un,Ited States. Abstracts ~ patents of special value to small business were screened by the Technical 

~ ranes, technical institutions. indust ' ; ~tes and In almost 200 cities in ~ Advisory Service of the Smaller War Plants Corporation.s .The opportunity.~ tIT'h	and chambers of commerce na epartments of banks, universi-~; of procuring' patent abstracts was called to the attention of. the 160,000 
e patent use and developm~nt po' ~. small manufacturers 4 on the Census ,Bureau list, and 7,840 orders for 

hw en the activities of its field libra .r gram was c~ntralized in June 1946 ~. abstracts were received in reply, 	 '" 
•. 	 nes and. techmcal representatives wer~ . 1 . -.. _ .. " 

.,.1 X I o For a ~escrlption of these abstracts d' ,,;,1 3 After dissolution of the Smaller War Plants COrporation in January, 1946, coopera
!ffice oj Alltn Properly Cuslodian,fis~al year :n~' of]earher publications, see Annllal Reh I ~,' tion was continued with its Technical Advisory Service, which became a 'part of the 

. inC une 30, 1944, pp, 102-103 "or, $1 Department of Com.merce. 
:;d 100 + ",'Firms having assetJi up'to Sl,OOO,OOO. 

,·=il + 101 

:::1 
, ::-li 300281 



Placards, copieS 

na
American 

provide either for 

contracts 

or assignments 
Still other 

Of the total of 1,092 interests 

'. 

--- .._-------------_.--- ... _-._---

National, state, and municipal veterans' bureaus were informed of the 
patent licensing program, and meetings of field officers of the Veterans~ 
Administration were addressed to explain the program. 
of the "Index and· Guide to Vested ·.Patents", and othe.F literature were' 
supplied to veterans' centers: Two "gadget-lists" were prepared, composed. 
of consumer-goods. patents particularly suitable for consideration by veterans 
with small capital. Twenty-three percent of all library callers during 

the agreements.last three-quarters of the fiscal year were veterans, and 22 percen t of the 
inquiries were received from veterans. 

PATENT CONTRACTS 
The Custodian has vested the rights and interests of 1,092 foreign 

tionals in 189 patent contracts between such nationals and 
residents and corporations. These patent contracts 
licensing the American party, in whic!J. event the Custodian has also vested 
title to the patents, or for assignments, in which event title'to the patents 

1. Termination 01 eontract:is now held by the American party. A large number of the 
provide for periodic payments by the licensees or assignees for the use of 
the patented inventions. In other instances the licenses 
were paid for in full at the time the agreements were made. C. 
agreements involved an exchange of patent rights between the parties. 

Table 26 presents a classification.ofvested ·interests:andcconti'acts accora:
L .... "·-':=--;-;Cingtcnn:e:niticiijality:of·the"fo~mer'o~ners. 

vested, 38 enemy interests, involving 30 contracts, were vested during the b.fiscal year. . 
t. Claim a.. 

Table 26.-PATENT CONTRACTS IN WHICH INTERESTS WERE VESTED, MARCH l 
11, 1942 TO JUNE 30, 1946, CLASSIFIED BY NATIONALITY OF FORMER ~OWNERSHIP " 

Number 01Nationality 
contracts 

. involved Illegal Provisions 
\...aJ'" 
~" 

.-,- ..",~-.. - ..
1':'::='::::":'=;;1=::::::::::':='~1 

71g :. 
.~? 

I. . several agreements. 
- . 1 - -•. _. Some: dLthe~patent 

1-----:-,1---...:...=14 . 
II 

l~ 
' 151 
3~ Export Restrictions 
~ 

6 (I) 1 
nt (IntercsL, olnatlon.ls 01 hoth ClJemy and enemy-occllplcd collntrles) 

: H ~ ~H~~~a 1~:1 t~~ nUIllg:;r !ncludes thrce Austrian contr.cts. • 11 (.) 

:~~teDT'ts at: dl;tribute3'l::'th! ~:;;;~~~!~~'{,.fl:~)~'J,g~l~ l~rce ~ustrlllll interests. . 
been veste"~ Ire~~~: No. 30, tbe Custodian returned to an A~~~[~so:"li,'fecr~s~t~'!·~~~~;.ct which b d 

, • a 
102 + 

7311061--47--8 
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Problems of Administration and Disposition 
Patent contracts present a variety of problems both in their administra

tion and disposition .. A basic consideration in many cases is whether the. 
contract is legal under the antitrust laws. Other problems are concerned 
chiefly with the desires of the Custodian or the American parties to ,termi
nate or modify the contracts and with legal interpretation of th<; terffi!l of 

Table 27 shows in summary.. form the patent contract 
problems that have been resolved by June 30,1946. Some of the more 
important of these problems are discussed below. 

Table n.-PATENT CONTRACT PROBLEMS RESOLVED, MARCH 11,\1942 TO 
JUNE 30, 1946 

Nalure 01 problem 

TotaL ......................., .......................................................1 176 

' 
,a. By renegotiation (new contract 
b. By Custodl.n..........................................................., ...... .. 

~:I~~~~~Tit.ir:~~!iii:::::::::;::::::::::::::::::::::::::::::::::::::::::::::: 
Dr.lltlgaUOn (including consent decrees) ........................................., 

2. Clal:.' 1~;~~baYr~~~~r8!~~~:~'::'.~~~~::..•: .............. , .•~ ..................... . 

10 
6 

18 
. 3 
47 
33 

> ':' ,i;R;",fuiPt~~~~lrl~W~~\W{<if ~iat.;i,{id ii~,;.~~iusli~:;oii..l(~;ire.; iiooii;lrie~Cb~~g~fur~
surrender 0( royalty·b.aring lioonse; 

a. Granted by Custodian (SlIme as 1.).......... 

~.~"" ..~'Ou "",2 ..... ""OJIt'V..."""'___ ...................... ~~ .. ~~ __ .. _. ______ • ___ ,, _________ .......... ______ ...... .. 

.. .... ···· ..·6 

b. Deuled by CU!ltodlan... : ........................................................ . 
ReqWlSt by American party for renegotiation of speclftc provisions in conlraet: . , 

g~:rb~CC;;~~~~::::::::::::::::::::::::::::::::::::~::::::::::::::::::::::: ..·.. ·· ......5 
6. Determination of Custodian's power to llean .. patenls....... ...... ...... ........ ........ S 
7. SpeclaJlleeuse granted to AmerlCiln party to Ignore restrlctlvo provisions in contract.... 21 
8. Interpretation and clarification 01 eontract provisions ............. : ......................! 1 

Through vesting the Custodian has succeeded to the interests and rights 
. of foreign nationals in a large number of patent agreements containing 
_provisionLthat.may_ render_them. illegaLundeLthe .. antitrust .laws. __.To 

deterriiine the extent ofits"authority to deal with patents -that 'may be 
controlled by such illegal agreements, the Office in cooperation ·with, the 

'Department of Justice is preparing to submit to the courts.the issues in 

~--~-----~-*~===========~--~~--=~~~~~_~-~; C~~~b~b~n~m~~cl~ti~"K~m~~ru~~~D~u~ 
ment .of Justice against the Amercian parties. 'In civil suits for violation 
of the antitrust laws the Office endeavors to have the decree formed so 
that the Custodian's interests in the patents are protected. The Custodian 
has been a party to five co~sent decrees entered in such cases. . 

'. 
During the fiscal year, particular attention was paid to the removal of 

export restrictions from a large number of patent agreements in which the 
Custodian had vested enemy interests. With the resumption of private 
foreign trade, several American parties to the agreements petitioned to have 
these .prohibitions removed. The Office considered that the restrictions 
had been placed in the agreements solely for the benefit of the foreign 
party and might operate to curtail American production. A sy~tem of 

+ 103 

{ 
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special revocable licenses was ·worked out 
Seventeen 

to afford relief from. the restrie. 
. tions on the ground that they were of doubtful legality. 

licenses were issued to companies having' contrac,ts with enemy nationals 
containing export restrictions: The license permits export or sale for 
export of any article manufactured or sold under the agreement. Such 
licenses are granted without charge, but the production fqr export bears the 
same royalty as other articles produced under the contract. The granting 
of license is'not construed as an affirmation of the legality of the basic 
agreement. 

Patents Made Available for licensing 

A total of 1,314 patents and patent applications have beeh made available 


for licensing by the Office through lnves'tigation or termination of certain 

patent contracts. A breakdown of this total, by type of licensing permitted, 

is as follows: 

1),/>' oj licen.ring 
Unre~tricted royalty.fre", licepsing. ... .. . ., ................... . 

Re,lltTlct~d royalty·free hcensmg. : . . . . . . . .. . ............ , ,: .... ,
unre\jtncdted rolyalty.bearing licensing ........ U.· , ................. : .............. :. --P-'l:I" ., - . f' P-I~'--:-:::- --. :-:--:~"-~---:- -- .---;-.:---::-:::::::::--~ :-. 


..,,-.=--:--;-:::-R esmcte :roya ty~bearing·lic.erisin8'.;;. ,-. ;',::-::;' .. :-: ,-: -,. ~:-: . --:-' ....'-;...', , : ~, .. ' r-: roo ems'o 0 ICY 

Further analysis of th~ contracts should disclose additional patents and As has been indicated earlier, the Office generally licenses on a non-
patent applications that can be made available for licensing. ' '., ,exclusive royalty-free basis all enemy patents in which the Custodian haS 
Assignments ' '. .' f~ll t~t1e, except those in .~_hicJ:.E-0r;enemies claim a~ e;cclusive. license o,r a . 

Forty atents and 0 t r' . . , title mterest. The questlOn has arL'lCn whether a SImIlar polIcy can and 
t d "P h' u1 nfe pa ent. app Icatlon .have been. aSSigned to the! should be applied to patents of corporations in which enemv stock interests Cus 0 Ian as teres to renegotIatlOn of certain prewa 0 t t b t" .' .' . '. . I . " . r c n rac s e ween ~ have been vested. Like patents dIrectly vested In the CustodIan, most of 

~neli:atioa~I~~~esb:nd aA:nencan CItizens. ?ne pat~nt and one. paten,t ~. the patents of vested enterprises were originally issued to enemy nationals. 
. PP, e,n sSlgned by the Custodlan·to pnvate compames. ; Had they not been assigned or exc:lusively licensed before ,the war to com
.collection of Royalties - panieS now controlled by him, they would have been subject to the Custo
Thro~gh June .30, 1946, 'the Custodian has collected' a total of $10,512,- . dian',s general!icensing poli~y. . . 

858.0? III royalties due under the vested patents and patent contracts. r The economic argument In favor of makmg the patent nghts of vested 
____ .0fJ~!~~n:!?~I?:t, ~?,~Og!S56~09..",:as:c~lIec.!<:d dl.!ring.t.heofiscal- year;. Table- ~~.-companies ·genera~ly available·to·alI 'applicants-in~at;sllc~l' a'poIicy',,:,~uld-

. 28-classIfies collectlOns by nationalIty of former owners of the vested ~, benefit the Amencan economy as a whole by stImulatmg competltlon. 
properties. . ' '. .... .... ~: The resultant advantages to the American consuming'public would, it is 
T bl 28 -R _ . '( claimed, greatly' outweigh any monetary losses the Government 
a e . OYAlTIES COLLECTED UNDER VESTED PATENTS AND PATENT ' sustain throurrh possible impairment. of the._value_of vcstedcorporate 
.~~~::~CT~, ~ARC".' 1~ 194.2- TO JUNE-30, '1946,_ClASSlfIED._BY_NA;::' ¥~stOc~.:'::':Agaiii;t':::~hiS-\;iew':it-~ai-been'-urged;-gc~erallY·with-;especCto "---11

. 'FY Of FORMER OWNERSHIP , specific compames, that deprtvmg vested enterprises of exclUSive patent 
Royalties collected rights would have the harmful result of restricting competition in certain 

NatIonality of fornierowners!,rPl\tents and interests in I r . industries by giving already dominant competitors an additional ad-
patent contracts ! Total A~~r:i:~ef~~or I~~;~e~S~~ts.!· vantage. 

I Consideration must be given not only to the economic problems but also 
to the Custodian's legal authority to implement. a program of terminating 
the exclusive patent rights of the companies. Regardless of the merits in 
any particular case, there arc doubts as to thc extent to which the Custodian 
can pursue a course of action that may reduce tl)e dollar value of vested 
property (in this case, vested stock in the companies). Moreover, the 
Custodian is sole and undisputed stockholder of only a few of the corpora

. tions involved. Tne Office does not consider that it has authority under
neIgH"'........................................ _.... 138.130.04 
 existing law to itnpose upon a company a patent policy that might mate

rially reduce the value of interests not vested in the Custodian or of vested 
Czechoslov.ld.n.............. __ .................... 254,0.50.71 


B~n~h:::::::::~::::::::::::::::::::::::::::::::::: ~:~~J~ 
interests claimed by nonenemies. ~~~~~~::::::::::::::::::::::::::::::::::::::::: 1, ~rf!: fg 


104 + 
 + 105 

.30.0283 

Z. 925. 961. 80 
551, 016. 731 

1==~~~~=I====I~l.~7~ro~.~32 . 
~3, 686. ~ ~2.B3iIi 
,0,938.63'

155•.502.12 
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PATENT RIGHTS' OF VESTED CORPORATIONS 

.In addition to patents and interests in patent contracts vested directly 
from nationals, the Office has indirect control over another large r 

and important group of patents through ownership of stock interests. in 
American corporations.. These patents are frequently referred to as 
"captive patents." Twenty·six vested companies own 5,533 unexpired 
pa'tents and 707 pending patent applications. Of these, 5,028 patents and 
686 applications are . held by 'IS manufacturing companies; the re
maining .505 patents and 21 applications are held by patent holding com~ 
panies. General Aniline & Film Corporation; which owns 3,749 patents 

- and 132 patent applications, has the holdings, and two other manu
facturing companies own more than patents and applications each. 
Although of vested corporations constitute only 10 percent of all 
patents the Custodian's control, they are exceedingly important 
because of .high percentage of· valuable inventions among them. In 
addition to the, patents which they own, vested companies have licenses, 
both exclusive and nonexclusive, under many other patents. 

http:254,0.50.71
http:138.130.04
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Ter.mination .of Exclusive Patent Rights of Vested Corporations tant to vote in' favor of licensing their companies' patents unless they 
'The problems involved .in captive patents have been considered not only believe such a policy to be' consistent with .the interests of the companies. 

within the Office of Alien Property Custodian but also by the Executive I That such consistency is often possible appears from thc fact t~at a number 
Committee on Economic Foreign Policy (hereafter referred to as ECEFP), of American companies not subject to the Custodian's authonty have v?17 
composed of representatives of several Departments and agencies. While • untarily adopted policies of nonexclusive. licensing at reasonable royalties 
the. Office of Alien Property Custodian does not hold a membership in the to all applicants. If, however, the members of boards of directors of 
~CEFP, i! participa:ted in the discussions on matte:s conc~rning its activi- vested companies consider tn~t adoption o.f such polici~s in ~heir cases 
ties. Durmg the fiscal year the ECEFP completed Its captive patent study would impair the value Of the stockholders' mterests, consideration can be 
and recommen~ed a program of terminating the exclusive patent rights of iven to requiring the comp~nies to buy up the ~in?rity interests. This 
vested c?rporattons .. On February 7, 1946, the program was approved by. fs':generally impracticable either beca~se the l!lmonty shareholders are 
the PreSident. . ' . unwilling to sell or because the compames have msufficlent funds. 

In general, the. ECEFP recommended that the Office undertake an active The Office is deferring sales of vested manufacturing companies having 
. policy of promoting nonexclusive licensing, wherever possible royalty-free, exclusive patent rights pending resolution of the problems involved. 
ofpatents controlled by enterprises in which the Custodian owns majority . ' . 
interests, subject only to considerations of military security and of reasonable Administration of Patent Holding Companies 
pr~tection of ~onenemy interests. T~e EC~FP recogni~ed that.new legis- Adoption of the ECEFP program required ~o impor.tan~ charig~s in the 
latlOn, e>5ecutlve orders, ~r court actl~n might be reqmred to Implement Office'S administration of vested patent holdmg ~ompames, v.:hlch hold 
som<; of Its recommend.atlons. . . . . . patel1ts for the purpose of licensing them. ~he polic,\:, toward thiS group. of 

W!th respect:to ~artIcular SituatiOns, the ECE'FP offered the followmg companies has al~ays been,:'wherever pOSSible, to dissolve the c0rrtP.ame~ 
. speCific suggestlon~. . . . . .' . . and .then .trea uhelcpateIltS.II1.t12e.:.saIlle!l1.anl1er:a~.other ·paten ts;h<;ld .dlrect
.__ .2.:, ~n.a}l.rm~,q~~~d;-:"'.hol!Y·hy,the;Qustodlan,'vestall'patents·oWhal~ j'-c1y by~theOffice' iirilessit was clea~ that .c~mt~numg. the compames ~ould 

-c--c=0==__ - .~ - -by 'It-~na . cancel all ItS. exclUSive licenses u~der vested e~emy patents. ; make possible a much more effect~ve ut1l1Z~tlOn of the p~ten~s. DlSSolu-
Then lIcense both classes of patents ro;:alty:free to all applIcants: ~, tion of four patent holding compames in wh.lch the Custo~lan 15 sole ~tock-

2. When any ~estec,i firm has exclUSive hcen;>es or p~tent asSIgnments' holder has been prevented by the necessity. of .p:-ese!vm.g. ~ssets mtact 
granted by enemies el.ther to cloak the enemy mterests In the patents or if pending the outcome of pending an!=! prospective 1.lugation Imtlated un~er 
pu:suant to illegal contracts, cancel the exclusive licenses and vest thi :; Section 9 (a) of the Trading with the Enemy Act by perso~s who cla.lm 
assigned patents.' . I' interests in the vested companies. However, these compames and thr.ee. 

,3. "Yhen there ~re non-vested m!nority proprietorship i~terests. and ~he ~ other p'atent holding companies in w~ich the Cust?dian has substan~!al 
exclUSive patent nghts are not subject to attack for cloakmg or Illegality; stock interests have made all of their patents avall~ble for nonexclus.lve_ 
use the Custodian's majority interest to have the ,company buy. up the . liCensing-at reasonable royalties. Tnere are two other active patent.holdmg 

.minority interests: . If that is not possible, use 'th<; C~stodian's interest to , companies in which the Cust~dian has c~ntro1ling interests. The Magnt;" 
have the company lS!lUe to all apphcants nonexclUSive licenses at reasonable ~ sium Development Corporation, operating under a consent decree, . IS 
royalties. '. . ..' .. ._____. _ _ '. _require~.to.license.its '-'fabrication· paten~s"-royalty-~rcc indefinitely:and·lts 

. __-- __. ,., i:.~en-::~ny vested.nr.!?'ols--mvolved' '1n"antltfUst'liugatlOn,--use' the'· ';' "production patents" royalty-free "dunng the eXistence of the present 
;," . -- Cust?d.lan's mterest to ~btalI? the c~mpany's acceptance of a conse!1~ decree emergency," with the proviso ~or both classes of pate~ts that reasonab~e 

.provldmg for general hcensmgof Its patents ·at. reasonable royalties. " • royalties may be charged applicants who refuse cross-hcenses under t~elr 
5. Ret~in control of al! vest<;d firms until their patent rights have been ow!! patents. O~eG0t;JP.any, Ka1i(),. In<e., does nQt makc i~s~patents ava~la"____ 

brought mto harmony with th!S. progr~m:.. ' "........o!e.oecause-they.were.hcensed exclusively'bcfore·the.war to ~ manufactUring 
. _,., _.-" ..• .... _ ._ .::'..:.:::'" __' ___-;-'.' . . . ' afon Karl Lieberknecht, Inc., in which theJCustodlan has vested a 

----. --Administration of II/{anufactufmg Companies Owning ExclUSive Patent' corpo~ If' t' g stock R' h maJonty 0 vo m· .' -
Ig ts ~. ,American Lurgi Corporation and Chemical Markc~mg Co., Inc., l?atent 

The Office has thus far' hid' g companies whose patents had been vested separately early m the 
r s c to the exclusive atent ri hts of manu acturin compam ~ l:re among those prepared for liquidation and dissolution during the 
reasons, I!1C u . ing ~ e ega pro ems arlSmg r0t;J. t e pie ~ffect. of wa;~ fiscal year. The Office had previously postponed liqui~~ting these two 
no~excIuslve . ltcensmg ~n the value of: the seCUrIties of t~e companies. ~ompanies because they were in a particula~ly favo~able pOSlt}On to cond?ct 
With ~ne mmor ex~eptl~m, there are el.t~er nonenemy cIal:nants to the further research and development on certain patents. Dunng the P~rIO~ 
ves~ed mterests or, mmorlty stockholders In every manufacturmg company in which they continued as going concerns they acted as the Custodla~ s 
subject to the poli?y: '. .' .' . . . 'f. agents for licensing the patents involved and charged reasonable royalties 

The legal necessity of protecting mmorlty mterests mvolves not only the ':';'. 'n order to recover research and development expenses. 
extent of the Custodian's right to issue directives to the companies; it also ., I 

involves the scope of management discretion by members of boards of 

directors who represent his majority stock interests. Directors are reluc~
DOJ J 
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(when the Government of Austria was recognized by the United States), 
for licenses on unvested works by Austrian nationals' have been denied. »VII « 

Estimates of the number of copyrighted -works in which interests have 
,been vested indicate that the total is probably between a quarter and a 
half million. It is impossible to make an exact count because the publishing 
houses, performing rights societies, imd similar organizations in the 
United States have themselves been unable to determine from their records 
the number of individual copyrighted items of foreign origin in catalogs of 
works that they have been licensed to exploit. An additional difficulty is 

The copyright program of the Office of Alien Property Custodian falls 

Copyrights and Trade-Marks 
that a given work may be included in several contracts covering different 

broadly into two parts: (1) the,administration of contracts made between' forms of exploitation, especially when copyrights concerning music and 
. foreign copyright owners and American exploiters before the war, and' (2) plays are involved.3 . 


the administration 'of foreign interests in United States copyrights through 
 The largest number of works covered by vesting orders is in the field of 
licenses issued by the Office. The fields of administration cover five main music. The Custodian has vested interests in musical compositions in the 

of music publishers in most oLcontinentaLEurope,-and-while-no~,---categories ofworks:'periodicals, b?o.ks, motion pictures, P~'ys, ~d music,. l 
• __•• _.1...--;;-;:-,, _____ -'-' :·':.sestimated that the number'of "titlesThe trade~mark_lIlterests-admlUlstered::-pY=!I:l,e-Office .mcludenot 

---'-'-.---.traae.marks-(andthe registrations and good will attaching thereto) The predominating foreign interests 
contracts involving trade-marks, but also trade-names, commercial prints are French' and Italian. In the remaining types of works-books, plays, 
and labels, and. residual or reversionary rightl! that enemy nationals may periodicals, films, photographs-the largest proportion of vested interests 

is German and Austrian. . __ .. :~ _'_._. ....cc.,;- •.'- . '.;.:--" ,~ •have in the trade-marks and good will of AmericanCOrJ~orations. __:::-.:.. 

-~:,-=--- "---=-:. -=......:.:...-- --~- -----  '-:'uifiIn 946;-it wasthe policy riot to vest or to issue a license covt:liIJ~ any 

. work that, on inspection, was found not to contain the copyright notice COPYRIGHTS: GENERAL required by law to secure c?pyright pr?tection .in, the United .States. SuchVesting 
.. ,...' works were assumed to 'be m the public domam. 

; Un~il thisfiscal·year, the vesting of copyrights had generally been selec- '. In the case of Heimv. Universal ~ictures Co., In.c., 1. 541!. (2d) 480 (C. C. A. 
tlvei mterests had been vested o~ly when the works were already under 2d. 1946), however, the court sa~d t,~at pubhc~:~on m a f<?r<:,gn coun~ry 
pre~ar contract and roy~lty-beanng I or when a request' for a.Jicense was by a foreign .author ~oes not re9ulre as a cond',t,on of obtammg or ma:n
receIVed from an American on a work, previously not exploited here.' taining a valid Amencan copynght, that any notice be affixed to any copies 
On March 22, 1946, however, following the recommendations of a number whatever published in such foreign country, regardless of whether publica. 
of American scientific and library groups, the Custodian vested the Ameri- tion first occurred in that country or here, or whether it occurred before or 
:an copyrig~t interes!s of German nationals in all published works reported after registra~ion here,". In view ?f this decision copyrights to such works 
m the HalbJllhrsverzclchms for 1941, 1942, and 1943, and in the Deutsche are now considered subject to vestll1g. 
Niltionalbibliograpltie ~or 1944. Sjnce these catalogs are estima~ed ~o. <;.O\ieC '..:., ''''._.:'' __ --=-.;;.~__- _-_.~==-. -=-=.~ 

...... _ll!.~re th_a.1}~2!.2q,O,tItles,.the-lesting.?f.interestsin:thec6pyrignts peYfaining ,c-Royaltles , . . , 
-to them permIts t~e C:ustod13n to lIcense the reproduction in the United By the end of the fiscal year 1946, the Custodian had reC'!lved approxl-
States. of many sClentlficworks previously unavailable here in quantity. mately $1,631,000 in royalties on copyrighted works; approximately 83 
The licensees, of course, must, .as in all c~ses of licensing ~Y this Office, percent of 'this total was derived from vested int~rests in royalty~bea:ing 
themselves secure the master copies from which the repl-oduchons are to be contracts made prior to the war. Reports are received from 270 AmerIcan 
made. .' reporters in connection with 550 prewar contracts with 423 foreign nationals. 

A.lthough the v~sting of copyright interests of German and Japanese These contracts cover numerous copyright items, including catalogs which 
natlOnals has contmued, the vesting of copyright interests ofother nationals 'in some cases cover thousands of individual copyrights. Of the royalties 
has virtually been terminated..The Custodian had ceased vesting the collected under these contracts more than half has been from music, includ- . 
copyrig~t interests of Ital!an' natio:1aI~ by the end of 1943, after Italy became . ing music used in radio, motion pictures, and oth,er forms of dramatic 
a eobe~hgerent. Th~ vestmg of copynght interests of nationals of nonenemy ~ presentation. The remainder was derived from books, plays, and other 
countrIes w~s termm<l;ted ?y the end Of the calendar year 1944. Requests, copyrighted items. , ' , ', 
for the vestmg a.nd IIcensmg of :opynghted works ~hat were published in Over a quarter million dollars of the royalties has be,en obtamedfrom 
Hungary, Bulgana, and Roumalll~ after December 7, 1945, have not been licenses issued by the Office. More than a thousand licenses have been 
honored by the Office. Furthermore, requests received since January 5, 1946 so issued, but some of these have been royalty.free. Othe~s have nO.t yet 
II ~.. . ". . begu'n to yield a, return because war-urgent books were licensed With a!'- a ew Instances the works vested were under prewar contract but were not royalty. .. .. I . . h' . d h l' t ts f 

beanng, Itmlted roya ty provlSlon t at permItte t e Icensee 0 recoup cos 0 

• U!'-til this, fi.s~aI year, the c~ie~ exceptions to this selective policy were 'scientific and· republication before royalty charges accrued. Because of the· limited, 
. tech';llcal peru?dlcais: In cer.tam Instances several hundred different periodicals, repro. .{ . . , . • 
ductlon of whlch might prove valuable in connection with the war effort were vested ~; , See Annuat Report, Office oj A/WI l'roptrty Custodian, fiscat y,a1 "uhng June 30, 1945, pp. 
even though no actual requests for licenses had been received at the time. ,. ;;:. 131-133. 

108 ~+ -+- 109 



__ 

~~\... ; olo' 

98200£ 

to reach the 

Roy.lttes collected 

Tot.l 

Table 

1946 . 

30.":-FOREIGNACCOUNTS UNDER PREWAR CONTRACTS ADMIN',S
TERED BY THE OFFICE 'OF ALIEN PROPERTY CUSTODIAN AS OF JUNE 30, 

Nationality of former ownership . Number of 
accounts 

Number 01 
contracts I 

423 I 5.50 

E:'emy••••. : .......................................... ,................. 218 211 

150 192 
18 21 
30 37 
13 19 
1 1 
1 1 

205 

10 10 
6 9 

11 21 

royalties, more than half of which have been for works by. French and 
Italian nationals. The G. Ricordi ofItaly catalog, (or example, has earned, 
'since vesting, more than $50,000 per year; the Puccini operas have paid 
a total of more than $150,000; Clair, de Lune,more than $100,000. The 
popular operetta, Blossom Time, has earned approximately $35,000. 

Through negotiations with ASCAP and American Music Publishers the 
Office has settled certain royalty disagreements and collected approximately 
S350,000 due for vested music copyrights. 

de'scril5ei:nh~previous reports.' 
Table 30 indicates .the number of accounts under prewar contracts ad· 

ministered by the Office. 

Books, Plays 
The Office continues to receive royalties on a·number of plays and books 

5zec·ho;lo~vnkinn~.~.:=:::~:~===:::::=::::=:==:::::::~:::::::::::::::::: 

~·~-~~·~~t '}1j~----

~~fJ~··.m·m__ .m.·~· ~li~ -:imH ~ 11-
-.c. -...:,~ _Enemy-<>ccuplod........... : ....:·........::.....~ ......". • 475, 9O(j. 69' These contracts have already yielded and continue to providesubstantial 

oroceaure followed in the identification of contractual interests in 
of _natioIf.aJs (Ji enemy. and J~~g:terly .~!1~~y..:9~.!!Ried':courjtries 

Blanket 

Film synchronization rights were granted to the Music PublisherS 

i 

,_. licensed under, prewaLcontracfs~, ],he_·llabi!r-_!!!ories. for,:,childr.e_n..:..!lnd ~-.-. c~ _ '-.., 

'~Simenon's' M(ligreidetective~ stories are among the more popular books. 
Proust's Swann's Way has also been a good source of royalties during the 
past fiscal year. 

COPYRIGHTED WORKS LICENSED BY THE CUSTODIAN 
Books 

All licenses granted by the Office for republication of foreign books 
provide a six-month period of exclusivity in order to protect the licensee 
while he is preparing the book for publication. At the end Of that period, 
the ·licenses are generally nonexclusive.' I . 
, Licenses issued to Government agencies and most of those issued to non

profit organizations are royalty-free. Commercial licenses for translations 
of works are subject to a royalty charge of 10 percent of the list price of 
all copies sold. In all but a few instances works to be reproduced in the. 
originaUoreign language are licensed at a royalty charge of 15 percent of 
the list price.6 On all works which were "war urgent" in character or 

• In a few instances, because of special circumstances, the royalty charges were higher. 

+ III 
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although extremely important, market for scientific books, the sales of a 
. number of these republications have only recently begun 
totals allowed royalty-free'. 

Table 29 indicates total royalty collections and the nationalities of the 
former owilersofthe c9Pyrighted works on which these monies were earned. 

Table 29 . .,-ROYALTIES COLLECTED UNDER VESTED COPYRIGHTS, MARCH 11, 
. 1942 to JUNE 30, 1946, CLASSIFIED BY NATIONALITY OF FORMER 

OWNERS . 

N.tlonallty ollormer owners 01 copyright Interests 

Total ................................ :: ....... . 


Belgian............................................ . 

C.echoslov.klan................................~•. 

D.nlsb......................................... :.. 

Dutch......................................... , ... 

Fr.nch_ ....................: ........ ::.... :..... .. 

Norwcgl.n........... o............................ . 

Polish.............................., ............... 

yugosl.vlan.......................... : .......... . 


I Includes .mounts payable on copyrIght Int~rests vestcd f~om PCrsollll who may be natlon.ls o(Austrla, 

ADMINISTRATION OF PREWAR COPYRIGHT CONTRACTS 

Music 

The administration of copyrights of music is complicated by the variation. 
in the uses of music and the rights that are granted for such uses. 
agreements, for example, covering radio broadcasting, sheet music publica-. 
tion, and mechanical recording rights were customarily granted by Euro-:. 
pean licensors to large licensing groups, such as ASCAP, in the Unite~: 
States. 
Protective Association, and symphonic and operatic rights were held unde~ 
similar arrangements by orchestras and operatic managements. 

, S~e Annual Report, Office oj Alien Pr~perty Custodian, Jor 'the period ending June 30, 1943,: 
pp. 29-30; Annual Report, Office oj Alien PropertfellStodian, fiscal year ending June 30, 1944,' 
p.llO. 
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1 Some of these works cover more than one volume. 
I Detail In thIs column does not add to total because more than one type 01 reproduction right was gmnted 

on several works. . 
• Reproduced chiefly by microfilm. 
, Reproduced chiefly by photo-ollset • 
• Includes licenses lor special purposes such as the right to destroy plat.s. 

The licensed books deal with subjects that were of direct interest to those 
engaged in war activities and which undoubtedly will prove of continuing 
interest in peacetime scientific pursuits. The materials covered by these 
works include analysis of gases, analysis of metals, atomic fission, ballisticS, 
electric' amplifiers, electrolytes, electron emission, food analysis, magnesium, 
magnetic measurement, optics, organic chemistry, sound waves and mea
surement, synthetics,. etc. The prices ch~:g~ fQt. the.wor~ have in"n:los~.· 

~'i'l1~-::.':..::':._ .'. ::instances .been .1ess·than"-the"prewai"prices-cnargea-bY- the German pub
lishers. They have been sold principally to ind\.!strial concerns, Govern
ment agencies, and research institutions throughout the United States and 
in many allied nations. 

Periodicals 
Until October 1945, the Alien Property CustOdian exercised a dual role 

of publisher and licensor in periodical republication. On October 22, 
1945, however,. the Custodian withdrew as publisher and at present acts 
only as licensor. 

Originally undertaken to meet urgent war needs, the Office's Periodical 
Rep1,lblication Program wa,s found to have continuing value to research 
and educational institutions. Before the Custodian withdrew from the 
program, arrangements were made, therefore, to assign it to licensed pub
lishers. . 

Licenses for periodicals are generally issued on the same basis as those for 
books.. . 

Table 32 indicates, by types ofreproduction rights granted and by royalty 
status, the number of periodicals and a~ticles licensed for republication. 
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which are important to American industrial progress, whether reproauced 
in the original or in translation, a royalty waiver covering a maximum of 
40 percent of the first printing,or a minimum of 100 copies, has been granted 
to permit the licensees to recoup their costs of republication. 

Table 31 indicates, by types of reproduction rights granted and by royalty 
status, the cumulative, number of licenses granted for books and the number 
of titles so licensed. . 

Table 31.-LlCENSING OF BOOKS, MARCH 11,1942 TO JUNE 30,1946 

Type 01 reprodu~tion right granted 

Number 01 titles licensed (counting 
Number of I each title .5 olten as It was licensed) 
different 

titles 

MICTOftlm..............................................1 '477 1,228 \ 1,228 ........... . 
Pboto-ollseL.......................................... 5 5 ............ 5 
Excerpts (incl. selections, articlcs t maps, charts and 

loose prints)..... .................................... 35 37 35' 2 

column does not add to talil because Inore than one type 01 reproduction right was granted 
.-..-.~.-..-.

Music 
Table 33 indicates, by. types of reproduction rights granted and by royalty 

status, the number of compositions and groups of compositions licensed .. . 
for reproduction. -Among·tne-\v6rks licensed- duritlg' tlfe - lasf fiscar year" .... 
were Lili Mq.rlene, for use in a motion picture and in disc recordings, and the 
operetta, The Last Walt~.· . 

Table 33.-LlCENSING OF MUSIC, MARCH 11, 1942 TO JUNE 30,1946 

Table 32.-LlCENSINGIOF PERIODICALS, MARCH.'" 1942 TO JUNE 30, 
1946 

Number a llitles lijoens;,d (counting 
Number 011 each title as olten IlS It was llcensed) 

Type.ol reproduction right granted dillerent . 
titles 

Total Ro~·aItY· 
lree 

Royalty·
bearing 

TotaL. •.•....•..•..•..•......•.......••.•...•... ! '4S9 1,2iO I 1,263 i 

Number of titles licensed 

Type of reproduction right grnntcd 
'I'olal I Ho,ally·ITt'\! 

----.------1---
120 

--~--I----

I Total includes sc\'en catn.logs and two books of music, each of ~'hich CO\'E'CS mony dHferent titles. 

Motion Pictures 
The Office has vested copyrights to more than 2,000 foreign motion 

'pictures, together with the physical film. Through arrangements with the 
Library of Congress provision has been made for a centralized depository 

• for the film, but the administrative problems involved in their exploitation 
have been handled by the Office. 

Many of these pictures solved very important educational and informa
tional problems posed by the military services durin~ the war. Film was 
also licensed for education purposes to non-profit organizations. In addi
tion, if circumstances warranted, complete motion picture productions, 
as well as stock-shot footage, were licensed for commercial exploitation. 
. INVENTORY AND CATALOG.-The inventory of foreign films completed 

at.this time covers 2,164 films, amounting ~o approximately 8,867,000 feet. 

This leaves about 300 films, aggregating some 3,000,000.feet, still to be 


. inventoried. The items not yet fully inventoried consist largely of motion 

~ 	 pictures left in the hands of the former distributors but under licenses from 

this Office. The titles of the inventoried material eventually will be com
piled in a new issue of the catalog, which unlike the old catalog will show 
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the tides inventoried alphabetically according to the country of origin. of 
the film. . . 

NONCOMMERCIAL LICENSES ISSUED BY THE OFFICE.':"-During the fiscal year 
1946, t:oyalty-free licenses were granted to the Board for the Netherlands 
Indies, Surinam and Curacao, and to Artkino Pictures, Inc., the United 
States representative of the Government-controlled Russian film industry. 
These two licenses are' general in character and give the holders the right 
to use in their own new productions footage duplicated from. films held by 
the Office of Alien 'Property Custodian. 

Under special circumstances royalty·free licenses occasionally are granted 
to non-profit educational or charitable organizations. One royalty-free 
license, permitting the use of stock-shot footage selected. from the German 
documentary film, "Triumph of the Will", was issued to an American 
organization interested in fighting Nazi racial doctrines. 

NEGOTIATED COMMERCIAL LICENSES ISSUED BY THE OFFICE.-Under ap
propriate circumstances, commercial licenses have, since the 
the .p.!:ogt"am, been iss!.led.on.a.negotiated basis:to,Unite<i:State~_ 0 

-----:--:--~on'oreign ri1otionpictures;6 -A descriptivesurrinlllry of filmlicenses outstand
ing at the end of the fiscal years 1945 and 1946 is given in Table 34. 
Licenses, covering certain ~rman and Austrian films, that expired' by their 
own terms during these fiscal years we,re not renewed. _. "~..:-,-..' . 

-"".....:=---cT~ble 34:'::"NEGOTIATED LICENSES FOR MOTION PICTURE FILM OUTSTAND. 
ING AS OF JUNE 30,1945, AND JUNE 30,1946 

Bases for negotiated llcenses 
Licenses outstanding 

June 30,1945 June 30, 194~ 

(a) D~;:-!~g[nh:~(~tJI:S~S!'~r.~~;~r~!~~I:,:: 
tlon. Nonexclwh:OJ an&-ycar UC():Dse; royalt.y 

(b) E:glt1~~r!'~rr~r~Y~~'l\T;;" were gr~nted licenses 

. 
" on pleturns prevlou.qly shown In their OWn 

theatera. Nonexcluslv6, terminnbie on thIrty
day. notice. 

(e)· Distribution and 
mu.m _ -Nonexclusive;co~.rnerc 

(d) Oerman llIm, twelve :venn old, required new
sound trsek at oonsldcrable .%~nse. Exhibi
tion and distribution license. Nonexclusive,
three·year license; payment of a fiat fee.

(e) Llcens. granted to permit showing 01 llIms In 
~~'t:~ §~~erf~;:':o~f:'fJ;:~s~~er~~m~ 
IJO percent net receipts. 

1 IJtconse tor 61 fUrns 

6f[c~~~:I~~:. 42 films 
3 t?.;,rJ::~N;'r 145 IIlms

(German). 

" "(Italian). 

1 License for 1 llim(Oerman). 

1 License for 1 film
(German). 

1 IAcenso for 61 tUms
(Hungarian), 

3 LIC1lnse. for 115 films
(German). 

(Italian).'. 

11 Llnense for 1 film'(German). . 

I In three Ucc",",s under (a) and one under (c). royalty ,,'a:g collected after the distributor bad recouped
the cost 01 oortaln storage cha:rges paid to storage companies having 1I0ng on the films. 

I During llscall946 one of tbe licenses issued prior to tbat year w8Ssupplcmented hy tbo addition of eigbt
new titles. 

COMPETmvE BIDDING FOR LlCENSES.-The Office· of Alien Property 
Custodian has approximately 400 German and Austrian films, almost 
all of whiCh, prior to vesting, had been in the hands of American distribu~ 
tors. By the Spring of 1945, the value of these films to Government agencies 
and the armed forces had become negligible.' In order to exploit them while 

. 0 For a fuller discussion see Annual Report, Office 'If Alien Property CU!lotiian,jiscalytar tnt1i;,g
June 30, 1945, pp. 128-1~O.· . 
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per foot. 

··As of June 30, 1946, 32 licenses of this type had been issued to 15 pro


ducing companies, permittingthe use of stock shots from 40 German and 94 

Japanese titles in 16 new Ameri~~n. productions. 


TRADE·MARKS 
.In accordance with his policy ofselective vesting th.e Custodian has vested 


through June 30, 1946, more thim400 trade-marks, interests in trade-mark 

contracts, and residual rights in trade-marks. .Most of this vested property 

had form<;rly been owqed 9Y nationals of Germany. Only 16 marks had 

been held by nationals of formerly enemy-occupied countries, and these 

were vested primarily to protect the interests involved. 


. Vesting Policy . .' 

. There has been no change in the vesting program'adopted in July 1944. 

The program is being currently reviewed, however, to determine whether 


"-" th.e policit:s dcv:elopeg on the.basis. of. ~~rt!II!~ I}eeds ~will=serye.adequately.: ~~t= 
!nses.for m.a:1f-·13 Llcen!!"s ·for, 48ctllms.. j:3:'LlcenSes::forc 56;.1l1llll.:r"'-'fo--meet-postwar prol5lerils" 'Tnefour maJ'or principles of the program areIZI . . 

as follows: " 
1. Trade-marks related to vested enterprises: 
(a) Trade-marks owned by vested enterprises.-An American business 


enterprise in which the Custodian has vested the stock of nationals of 

enemy countries may own trade-marks or trade-names, acquired from such 

nationals, in which more or less nebulous residual rights might still lie. 

daimed by the foreign nationals. Before selling the vested stock the 

Custotlian may vest any residual rights to the good will of the American 

business' which nationals of enemy countries might conceivably claim, 

including such -trade-names and trade-marks. I 


(b) Trade-marks used but not owned by vested enterprises.-An Ameri

can business enterprise in which the Custodian has vested the stock of 

nationals of enemy countries may have acted in the past as the manufac

turing' and selling agency of such nationals, using their trade-marks with 

their consent. Before sellinI/: the vested stock the Custodian may vest the 

trade-mark rights. 


II. Trade-marks related to non-vested enterprises.-Trade-marks and 

trade-mark rights owned by nationals of enemy countries may be vested if 

they are being used pursuant to prewar agreements by American enter
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priSes (without enemy affiliation~) engaged in manufacturing, or in selling 
goods of American manufacture, under these marks. 

III. Tr~de-marks vested 'to prevent inequitable use.-The Custodian 
also occaslOnally vests trade-marks to prevent the inequitable use of the 
marks thus vested or of confusingly similar marks. 

IV. Trade-marks vested to 'collect royalties.-The Custodian vests inter
ests in trade-mark contracts in 'order to collect royalties which may be due 
enemy· nationals. . . 

D~~cripiion of Vestings Related to Trade-Marks 

The total numb6r of trade-marks, interests in trade-mark contracts and 
potential residual or reversionary rights in trade-marks held by the ' Cus~ 
todian at the end of the fiscal year ·1946 are as follows: . 

I.'Vested trade-marks: 
(a) Trade-marks proper:

i-~-c::--:--------"-. German ....-:' ............. ',' .. c-.•••_•• '.' •••.•• ,................. ;.•..••••• ,., -36j· 
.Jap!'nese. ~ . :'.--: .. ;:-: ::' .. .-. . . .. . ................. :........... " 5 
. Itahan '."" .......... .- ......................................... 27 


'" Hunganan ...................................................... , 7 


:;i;~~'.'....... '.::::::::::::::::::::::::::::::::::::::::::::::: :.:: 1~ 


Table 35.-ROYALTIES COLLECTED UNDER VESTED TRADE-MARK CON

TRACTS, MARCH 11,1942 TO JUNE 30,1946 


Nationa.lity of former owners of vested contract interests 
Toto! 

$804. 57l.42 

23,912.26 
760,680.57 

180.65 
13.797.94 

~:fonies collected 

Accrued prior 
to dates 01 

vesting 

MOO. 922. 54 

O. 165, 51) 
467,778. 40 

180.65 
13.797.94 

Disposition of Vested Trade-Mark Interests 
. 0 f h .._-..".-.--.--.--. . d k d 
L .. ' ne::'o .-t e .maJorouJect!ves m-: vestmg- mterests' m' tr~ e·mar s an 

related rights IS to prevent deception of consumers by mISuse of trade
~. marks. "This objective explains why, despite the number of .interests 
; vested so few of those interests have been aSsigned by the Custodian to 
;:Ameri~~ns: Atrad'!!-mark re.gistr~ti(:m:implies the ri?,ht to exclude others 

Dutch.".'. '.' -.'.. ,' .................. :: :. ~ : .... " . . . . . . . . . . . . . . . . . . 2:~ from USing a name or symbolldentlfymg the commerCial source of supply of 
..::~ ( .}. a product; general use by firms that formerly did not make the products 
Total. .................. : ................................ , 416 would entirely defeat the purpose of this identification by deceiving con

(b) Com1r!erciaJ prints and labels (all German). ::..' ............... ; . . . .. 21 ~ surners who have come to· rely upon the trade-marks as tfie aSsurance that 
. 2.. 'Case~ of vesting potential residual or. reversionary rights of foreirln f' a particu.la: product originates wit~ certain s~pp~<;rs and has certain 
natlOnals In trade-marks owned bv American: companies: ,; characterIStics. On the other hand, If an Amencan firm has used a par~ 

.German. ................ .... ............... . . .. ~ tkular enen;tx ?'lark on products made in this cou~try andsold here and 
I aJ' '.'..... . ..... ........... 10 :; abroad· asslgmna that trade-mark to the Amencan firm represents a 


t Ian ............. ,.,., ..... ,................ ........... . 1,. ' 0 • . 

, , ... 'transfcr of ownership or control without any effect on the product or its 

Total. ...... " .............................................. ' 11 0' origin.. . 
. 3; Contracts relating to trade-marks in which foreign interests have oceli '. Transfers may be made, therefore.' on the ba~is of the fol!O\ving principles: 

vested: .. . 1. Trade-marks (and related rights) oWlied' by natIonals of. enemy,. '. 
.. '_ t ~c.o1,lEtr.ie!! _.Qgt ,lJ&e~lQY~non-vest<:.d ...:\me!,!c.!,n. firms.on, pr.oducts .manufae.~=:.:..c 

.. ';..:; .. :;.:,: ... ::=20- ::---tured"an'd marKi;ted-nere may be sold or offered for sale for a reasonable ' 
: ' 

. 
. , Total ............... "......... ' . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 30 

~our of, the tra.de-mar~s, int.erests in five contracts, and potential enemy 
reSIdual or reversionary nghts III the trade-marks of five American corpora
tions. were vested' during the fiscal year. All the interests involved were ~, 
German. ' .. ' . . ~. 

VES1f:D CONTRACT INTERESTS.-In 21 of the 30 cases in which the Custo-$. 
dian has vested foreign interests in trade-mark agreements; the trade- 'i 
marks have also been vested., 'In the nine' other cases the trade-marks' :f. 
the~elves were not veste~ because they were no longer in use in the ~ 
Umted States or because.title had passed to the American party to the ~, 

consideration to the American enterprise using those marks. 
2. Trade-marks (and any related rights) owned or used (without owner

ship) by a firm in which enemy stock interests have been vested may be sold 
to the enterprise for a nomina! consideration. .. 

3. Trade-marks used by their enemy owners as deslgnatlons for patented 
products, the patents for which have been vested, can be made available 
to American licensees under these vested patents. Restrictions, however, 
may be imposed on the length of time for which they may be used and the 
manner o( use.' . . 
• 4. Trade-marks owned by nationals of enemy countrie~ and used by them 
oilly on goods. manufactured abroad and sold in the United: States are not 
to be sold or lIcensed. 

contract. , . .' '~. 5. Trade-marks owned of record in the ,United States Patent OfficIC: \by 
As of June 30, 1946, the Custodian had coJleqed royalties amountrng to ~ ?ationals?f enemy cou~tries but never u~ed on goods manufactured or sold 

more than $800,000 under trade-mark contracts outstanding at the time ofi~ In the Umted States Will not be sold or lIcensed. 
vesting. Table' 35 indicates 'the. r:ationality of the owners whose interes~~:' ASSJGNMENTS.-~n 1944, any residua! or re.versionary rights t~~t Riedel-~; 
were vested. Almost half a milhon dollars represents royalties accrued !t;. de Haen, A. G. might have had or claimed In the trade-mark, Decholyn, 
prior to vesting; the remainder, royalties accrued since vesting. 
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used by Riedel-de H~en, Inc.7 were ,vested and sold to this firm for the 

nominal consideration of one dollar. 

assignments were made to Riedel-de Haen, Inc., again for 

consideration. Among the trade-marks owned by Riedel-de Haen, Inc. 

are "Nostal" and "Pernoston". 

firms upon authority, granted by the German firm, the registrant of the 

trade-marks, "Noctal" and "Pernocton". 

ilarity between the latter trade-mark registrations and the trade-marks 

used by the American -firm, the' Custodian vested 

trade-marks and assigned them to 

cancel the registrations, in the United States Patent Office. 


In the case of Merck and Co., Inc., residual rights in its trade-marks 

owned by the German firm, E. Merck, also were 

The property was taken for the purpose of depriving the German' firm of 

any rights or claims that it might have in the good will of the American

firm as a result of the similarity of names. 


These transfers protect the consumer against deceptive use of the marks 
-- - ---in' connection' with"products- not now· identified-with them, ·and-proteer

the legitimate American users -of the trade-marks from 
nuisance claims by the German firms. • 

~ ~ For a discusSion of the sale of the vested stock in -this company, see Ch. IV, "Business 

Enterprises," p. 49. 


During the past fiscal year additional 
a nominal 

These marks were issued to the American 

In view of ,the confusing sim· 

the German-owned
the American firm'so' that it might 

' 

vested and .assigned. 

This 

possible future 

'•.. N~w Vestings and Acquisitions 
' , 

States. 

06 "'Junn C'tJ' ,v v 
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Real a~d Perso~al Property 

deals with the programs of the Office of Alien Property 
Custodian concerning real and personal property. There was little change 
in the real estate program during the fiscal year; on the other hand, there 
were numerous new deve~opments. in the field or-personal property (includ

tangible personal property, stocks, bonds and other securities, -mortgage 
participations, bank balances, notes, claims and credits, insurance' policic~, 
leases to safe deposit boxes, and currency and coin), largely as a result of 
Executive Order No~9567, of June 8, 1945. ' ..____ . __ 

--~ --, .. - 

REAL ESTATE 

New holdings of real-estate tJiat' came into the possession-oftl1e' Office 
during the fiscal year ending June 30, 1946, total $871,000 in value. 
Direct ve'stings account for $515,000 of this amount; the remaining $356,000 
has been received as part of. the Office's distributive shares of estates and 
trusts in which interests have been vested. Of the 77 parcels involved, 
23 are located in California, 15 each in New Jersey and Pennsylvania, 
and 24 in twelve other states and territories. ' 

As in the preceding year, most of the real estate vested this year consists 
of parcels inherited by ~nemy nationals from decedents in the United 

Some of the new vestings involve real estate reported on Form 
.. APC-56 under General Order No. 34. ' 

Description of Real. Estate Holdings , 
-- .. ,_,,___ =';;;;_ "'~f::'- :·.:.The·.$5, 182,OOO:.oLreaLestate~directly..:.vested. or·otherwise-a-cquifcd'-by---=-:·:::' 

the Alien Property Custodian from March 11, 1942, to June 30, 1946, is 
classified in Table 36 according to the nationality of its f()rmer owners 
and the method of its acquisition by the Custodian. 

Table'36.-VALUE OF REAL ESTATE VESTED, MARCH 11, 1942 TO JUNE 30. 
1946, CLASSIFIED ACCORDING TO NATIONALITY OF FORMER OWNERS 
AND METHOD OF ACQUISITION 

NOTE',-Valuntions Rrc based ripon sales proc(lcds of pro~lCrtic~ sold Rnd appraised \'nlu~s of propcrtirs
unsol"l. ~ 

]V"anner acquired Total JapnncIie f 

ToLal ••• ' ___ ' __ "" .......... , $;, 

Difect "estlng of feal ostatL .._..... 2.558.000 I 1.204.000 I 6GS, UOO IHeccl ved In lieu of payment 01 vested 
mortgages.................... , .... 35.000 23,000 .............. 12,000

Reeeived (rom distribution o( assets 
of vested business {\ntl1'rprises~*.~:.~ 20.000 20.000 "'''....... __ .......... 

lt~ech'Nl (rom distribution of assets 
of estates and trusts in which the 
Cusl<)d!an has ""sted Intorests.. ' 578.000 I, 45\1.000 I S9,000 I 28.000 I 

119.000 
(" "'i~{ 

2,000 
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Urban property amounts to 54;281,000 of the total, and rural property 

to 5901,000. Of the urban real estate, 54,085,000 is improved by buildings 
and 5196,000 is' unimproved. The major improvements on urban land 
are summarized below: . 

Typt oj buildings 
Commercial buildings, , , ......... ,.' , , , ............... ' . , , , .. , , , ... , .. . 
Commercial-apa'rtment buildings .(buildings containing both stores and apart

ments) ..... , .... : . . . . .... , . , .......... , . , ....... , ,' .. , 
Apartment buildings (3 apartment! or more) .. , , .. , , . , ..... ' ... , ' .... 
Small hotels and rooming houses: , ......... , . , . , . , , , ... , . , . , .. , , . 

',. ~~~i~Xd~~~t~:.:::::::::::::,.:::!::::::::::::::::::::::::::::::::: : 
Japanese Shinto temples, ... , .... , . , , . , , .. , .. " .... ,., ... " ...... :. ., 

Vested rural property is .classified as follows according to type of land, 
acreage, and value: 

Typt ~f lalld AertS 
Agricultural. , , ... , , , .... , ...... , "',", .. , .....'.. , .. 27,368 
Extractive (sand or oil), . . . . .. .. . .... , , ~460 

"Woodcd land, .'. " ... ;-. ,.: . '-:-: .. , , , " .' .. ,. .., 14,'070' 
Other .. , ' ... '. , . .. .,........ . .. , .. , . , , ... , , . . . . . . . . 6, 880 

Total, , , , ..... , , , . .. . ... , '" . , , , , , .. , , .. ,,'.,:.; 48, 778 901,000 

( Minor items of real property.held by the Custodian consist· of mineral 
and oil rights worth $2,000 (directly vested) and ground rents and lease· 
holds worth 530,000 (of which 518,000 was directly .vested and $12,000 
was acquired from distributions from estates and trusts), , 

Administration and Sale of Real Estate 
The policies and procedures of the Office in administering veste~ real 

died prior' to vesting, leaving his property to heirs not specified in the 
vesting order, it is contended thaI titlc given by' the Custodian would be 
subject to challenge. 

Table 37.-SALES STATUS OF REAL ESTATE HELD .BY THE OFFICE OF ALIEN 
PROPERTY CUSTODIAN AS OF JUNE 30,1946 

Sales status 

---------_._------,
Tot.!. ......................... . 

Salabie properties: , . 
Bids accepted but sales not cOIUpleted, co.rnest money for

r.ited ................................................... . 
Adv.ertiscd. insufficient offers rccciv('d ___ .~ ~ .... ~_.~.~ __ ~ .. ~ 
In process, advertisements released to 8~cllts~~_~~~~~~_._~ __ 
In process, ad \'crtisc1nents not rclenSI'd' t.o agents (except 
C9llforn.~ag!.Hawnjjnn •. nnd. Italifl.lLca."jC::;L. _____ ::. ____

Advcr.~iMments approved 011 GaJjforninn cascs~ ___ ~ __'-_ .. _~
Hawallan cllses________ ._~._. __ ~~ ___ .~_~ _... ~ __ . ____ .~ _____ . 

Propertios withhold rrom ,alo: , 
Other California.n cn.<>es (except Itnlitm) 

"fJ!"'~a![mt~ii~~f~·r~~~~n:c~~:,:.~::::::;::::~:::::::::: 

_-.

Total 

---,
391 

I 
4; 

'13 

--.\f). 
R 

14 

llB 
81! 
20 
34 

"-

Number of parcels 

1m· 
proved 
---,

243 

1 
16 
13 

',36 
. 4 

6 

tl3 
70 
16 
18 

Unim· 
proved 
---,

125 

\ 
30 

..........

- . I: 
S 

37 
17 
3 

13 

.... : ..... 

Farm 

--- 
23 

..........· 
I 

.. _....... 

I ......... i 

1 

16 
1 
1 

.. 3 

1 

1 Wtthheld from saie beelluse of refusals by CaHfornia title c01nllsnfcs to insure the Custodinn's tith:s. 

'Withheld rrom sale at "'Quest of tile Department of SLate. 

I Withheld from sale because of possible eligibility of former owners for a return. or for other policy rcMons. 

• Cases involving Section 9 (n} suits~ etc. . 

" Furthermore, the California title insurance companies are reluctant to 
~; insure vested real estate in which a nonenemy foreign national might have 

estate are designed to conserve the value of the property and maximize its,~ held an interest because of what' they consider to be the implications of a 
yield while preparing it for sale as rapidly as possible. . i position taken in judicial proceedings by the Custodian with respect to the .~ i , Net income for the fiscal year fr~m real est~te holdings ampunts to, t rights of nonenemy nationals in. vest~d property. This position is .that, 
$262,000. Added to the 5364,000 of mcome r~ahzed up to)Ul;e 30; 1945, :to under Section 5 (b) of the Tradmg With t,h<; Enemy Act, as amended, the 
total net rental income is now 5626,000. Mmeral and 011 rights, lease· ¥. Custodian has authority to retain any vested property or interest of nationals 
holds and ground rents have yielded an additional $5,000 income. :r of any foreign country and that,. consequently, even a nonenemy nation~l_. _ 

During the fispl.year .thc_OJfice. cQUc~.ted. $8.?.1~~91~·<::n:3~.l~s ..oLveste(L ~lIlay.:noLmaintain~an.action.for. the·return··ofcsuch: propertY'unde'r'Section' 
'-:.,,-'~' ::.:-.'--'_. _. 'reah~state;' "The'total'cash ptoceeas collectt::crfrom sales of real estate from " 9 (a). If this position is sustained, the title companies believe that the 

March 11, 1942, to June 30, 1946, amounts to $2,664,000. Another ,vestings would be defective inasmuch as the nonenemy owners would have 
$19,000 has been received from the sale of ground rents, leaseholds, and been deprived of their property without due process of law. 1 

other interests in real property. . 


Status of Real Estate Holdings June 30, 1946 
 MORTGAGES 
At the end of the fiscal year the Office continues to hold real estate valued New Vestings and Acquisitions

at 52,518,000. This property consists of 391 parcels, of .which 243 are During the fiscal year mortgages valued at $148,000 were brought under
improved, 125 are unimproved, and 23 are farm properties. Of the total 1the Custodian's ownership, 518,000of this total having been directly vested 
number of parcels, 133 are in process of sale or ar~ bemg prepared for sale, ·iand $130,000 having been received through distributil~ns from estates and
while 258 parcels are withheld from sale for vanous reasons. The status trusts. In the same period $115,000 of mortgages were disposed of I
of these holdings is set forth more fully in Table 37. through sale and the collection of principal. iNearly half, or 116, of the parcels withheld from sale are situated in ICalifornia, where real estate has been unsalable because of the reluctance 1 In the case of Siluian-Amtrican Corporation v. Markham, 156 F. (2d) 793, decided I 

Iluly 3, 1946, in .the Second C,rcuit Court of Appeals (certiorari denied), the Courtof California title insurance companies' to insure title to real properly ;held that Section 9 (a) of the Trading with. the Enemy Act" as amended, does apply toacquired by purchase from the C\lstodian. T~eir position is base~ uI!0n vestings under the amended Section 5 (b). Furthermore, Public Law 322, approved ! 
an apprehension that in many casest~e C~stodlan does not hold val~d title March 8, 1946, authorizes the allowance by the Custodian of title Claims against vested 

. to the vested property since a determmatiOn was not made at the time of property filed by friendly foreign nationals. I n view of these developments, oue of the 
vesting whether the enemy owner residing abroad was alive. If he had major title companies in California indicated in September 1946 a willingness to insure 

titles to properties conveyed by the Custodian. 
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Status of Mortgage Holdings as of June 30, 1946 
The following summary indicates the value of mortgages vested or other

. wise acquired and the value of those disposed of from March 11, 1942 to 
June 30, 1946, with the resultant amount held on June 30, 1946. 

Mortgages vested and acquired: 
Directly vested. . . . . . . . . . . . . . . . . .. ........... $849, 000 
Received from distribution of estates and, trusts, , . . . .. 282,000 

Total value of mortgages brought under Custodian's 
ownership ............. , ............. '. .. . ... ,", .... , 

Disposition: ' . . ' 
Real estate received in satisfaction of delinquent mort

.Jo~~;g~; ~~I~j ~~d' p~i";ciPai ~;,;:~~~~ ~~iJ~~i~d: : : : : : 2~i: ggg 
Tot.al value of mortgages disposed of. .. , . , , , . , , ' , ... , ' , , , , . ___~_ 

Total value of vest~d mortgages held on June 30, 1946. " ... : 

--Income from-VesledMortgage$ ~ -
The net income from vested mortgages during the fiscal year was $23,000. 

In~h.!ding the $39,000 receivcd by the Office prior to this fiscal year, 
total net income from vested mortgages is $62,000. 

TANGIBLE PERSONAL PROPERTY 

Tangible Personal Property Vested and Acquired 
NEW VESTINGS AND ACQUlSITIONs.-During the fiscal year ending ';une 

30, 1946, the Custodian vested $24,000 of tangible personal property, 
An additional $25,000 of personal property was acquired in the same period 
through distributions from the executors of estates in which interests had 
been vested. This property consists of such items as jewelry, art objects, 
household, furnishings, farm implements, and automobiles. The greater 
part of it belonged to nationals of Germany and Japan, most of whom were 
repatriates: . 

TOTAL VESTINGS AND ACQUISlTlONS,-The total value of tangible 
=--';:.;.=-",c:-;_==-:"pr9P~i.wyested or:..cithel'cwi)le acq~iredQ):, th~. Cu~t~dian.~s_ofJ~I!~: 

amounts to $1,102,000. Of this amount $1,067,000 was direct 
, and the remaining $35,000 was acquired from distributions of the assets of 

decedents' estates. These figures do. not include estimates of the value of 
several items of vested tangible .personal property on which no reasonable 

. approximations of market value are now available. Table 38 indicates the 
various t~pes of property included in the total of $1,102,000 .. 

TobIe 3B.-STATUS OF VESTED TANGIBLE PERSONAL PROPERTY AS OF 
JUNE 30, 1946 

. TYrO 01 vrOI'erty 

-.-----------.------

IndustrIal machInery and equIpment.................. , 
Industrial m.terlals.................................... . 
Office"farm, and store eQuipment~~ .• _.. ~ .• ~. __ ._~ .. ___ _ 

ry_.............. , ................................ . 
bJeets and collectors' items ...................... .. 

Household furnishings And personal effects ......... " .. . 
Miscellaneous consumers' goods .... _____ .-w __ .~~ ___ • • -~--

122' + 

Totsl vested 
or acquired 

$1. 102,000 

42],000 
190.000 
41.000 

1t2,000 
80.000 
68.000 

]51),000 

Status 8S of June 30, 1946 

Sold 

$835,000 

3;4,000 
85,000 
30.000 

146.000 
44,000 
34.000 

142.000 

., b\ "J Un (l C' 
Vv(J VU 

NATIONALITY OF FORMER OWNERS,-The distribution of the $1,102,000 
of tangible personal property according to nationality of former enemy 
ownership is as follows: 

Natjonality of former owners Value Pereen/ 
German ..... , .. ,., .. ,',.,',' ... , , .. 

i~~f:;~~', "'.'. '.', " : : ' : :: : : : : : : : : : '. : : : : : : : : : ' : 
Hungarian ..... , .... ,""", .... ,. ,.".,. 
Roumanian ... , , ... , , , , ' .. , ' , ' ... , , , , . , , .. , 
Bu Jgarian '.' , . , , .. , . , , , , , , . , , ' , , , , , , , , , , .. , , 

$373;000 33.8 
232,000 21. 1 

94,000 8.5 
63,000 5. 7 

339,000 30.8 
1,000 .1 

Total,., .. " .. 1,102,000 100.0 

DispOSition of Vested Tangible' Personal Property 
It is the general policy of the Office to sell all vested tangible personaL 

:_property_ at public sakthroughthe medium of sealed bids .. ·If a-public sale
is impracticable, however, property may be sold on fhe basis of negotiated 
priees. . 

The most important property 'sold during the fiscal yearwas'a complete 
unit .of forge shop machinery and equipmeI}t for a bomb manufacturing 
plant, which was sold to the ;Navy Department. A Roumanian firm, 
Industria Romana Mecanica si Chimica, S. A., had contracted in March 
1939 with an American firm for the delivery of this equipment at a price 
of $766,250 plus $50,000 covering engineering serviees and licenses in con
nection with the plant. Originally the American firm intended to charge 

, $375,000 for the bomb plant equipment, but it was informed by Roumanian 
~ources that the price would have to be raised to include considerable 
"commissions." In November 1939 the American firm placed its order 
for the manufacture of the bomb plant equipment at a price of $277 ,500 

"with an American steel company.· By the time it was completed Roumania 
had come under the domination of Nazi Germany, and as a result tht' 
State Departrnentin Decernber 1940 denied an export license for th(' . 
~gl!iRmeI1L.,I!L:Jht;.-irieaIltiw.&..the=Roumanian-cfirm_had::.paid.:..al1::.but:.::....=-_ 
--- -- .. purchase price. . , 

egulli:H1umi for the sale of the bomb plant equipment were carried on 
with interested parties by the American firm during 1941 and the early 
months of 1942 with no success. These negotiations were halted by the 
intervention of Foreign Funds Control of the Treasury Department. 
On July 2, )942, the Alien Property Custodian, having found that the 
bomb plant equipment was the property of .nationals of a foreign country, 
Roumania, vested the property by Vesting Order No, 46. This equipment 
was turned over to the United States Navy Department for a consideration 
to be sub$equently determined. The'Navy Depart~ent moved the equip
ment from Brooklyn, New York, to Blairsville, Peninsylvania, where it was 
put into operation for the war effort. . 

Negdtiations were opened with the Navy Department in May 1945 for 
the establishment of a sales price. The Navy Department pointed out that 
the manufacturer's price for the equipment was $277,500. On the other 
hand, the Office emphasized that a fair price should take into account 
other expenditures that constituted reasonable costs to the Roumanian 
concern (the ultimate consumer). A compromise figure of $323,900 was 
ultimately agreed upon and paid to the Custodian. 

Other sales of tangible personal property during the fiscal year amounted 

+ 123 
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SALES.~As indicated in Table 38 covering the status of 

on June 8, 1945,' the 

represent' CDn
Previously this 

Sale and Liquidation of Stocks and Bonds 
The disposition program for stocks and bonds instituted iri February 1945 

has continued during the fiscal year. 

('~7cncVytJ 'Vv 

to approximately $60,000, of which $55,000 was obtained 

of jewelry, 2 _ _ '_ 


PROGRESS OF 

Policies and procedures are summavested tangible personal property as of June 30, 1946, $835,000 worth of 

rized below with respect to the various kinds of securities sold or liquidated.property has been sold out, of a total of $1,102,000. The remaining 
POLICIES AND ,PROCEDUREs.-Securities listed on established security$267,000 worth of property either has not yet been offered for sale Dr, if 

exchanges are most easily marketed. A greater degree of competitiveoffered, has nDt been SDld because all bids were rejected as inadequate. ' 
bidding is guaranteed the Office by its offering the securities on exchanges 

. than could be obtained from written bids. The sales are carried out through 
brokerage concerns which are members of the cxch,mges. Brokerage com
missions are paid at the regular rates prescribed by the exchanges. 

STOCKS, BONDS, AND OTHER SECURITIES 

The security issues not .listed on seeurity exchanges bu! which are actively 
ti'aded are usually sold over-the~counter beeause this method of sale 

Vesting and Acquisition of Stocks, Bonds and Other Securities. 
With the issuance of Executive. Order No.. 9567 

provides competitive conditions analogous to those on security exvesting program of the Office of Alien Property Custodian was extended 
changes. Over-the-counter sales are made through established brokers;,to include stocks, bonds, and other securities that do not 
commissions paid a're the same as those for regular exchal1ge transactions ...trolling or substantial interests in business enterprises. 
,Sales ofrninority-interests in ccloselyhetd 'corporations'not naving 'an tYRe ofp!:opeLty.had .been .under the ..control of. the Treasury' 
active market Jor their securities are now carried out through public sales. except in those instances where the prDperty was in process Df 
Until January 1946 no sales of securities of this type had been undertakention by persons acting under judicial supervision. 
by the Office. At this time approximately 23 percent of the outstandingNEW VESTINGS' AND ACQ,UISITIONS.-The 'Custodian vested directly 

,capital stock.of the Schmoller·& Mueller"Piano Company; a Nebraska$526,000 worth of sto<;j{s, $271,000 wDrth oLbonds,.and $28,000 ,wDrth,of 
corporation engaged in retailing musical instmmcnts and household apother 'Securities during the fiscal year ending June 30, 1"946. In the same 
pliances,w.as offered at public sale by sealed bids. William H. Schmolter,period an additional- $566;000 worth of stock, $1,522,000 of bonds, and 
a resident of Omaha, Nebraska, died in October 1941, le.aving .one-half of$5,000 in Dther securities have been acquired as distributions from liqui. 
his estate to 16 German nationals. All 'right, title, and interest of thesedatinghusiness enterprises and estates and trusts. .. 
German natiorials in the estate was vested by the Alien Property Custodian TOTAL VESTINGS AND ACQ,UISITIONs.-During the period March 11, 1942 
in November 1942. In this manner the Custodian acquired title to 229.875 to June 30, 1946, new· vestings and,acquisitions brought the totals of stocks 
shares of $100 par value capital stock out of 1,000 shares outstanding. and bonds corning under the Custodian's Dwnership to $2,912,000 of stocks 
Net proceeds from the sale of the 229 shares 'amounted to $166,000 ..and $6,593,000 of bonds. The bulk Df this property, $1,9.19,000 of stocks 

United States Treasury Bonds are disposed of in accordancc with anand $6,256,000 of bonds, was acquired through distributiDn of the assets of 
agrcement with the Treasury Department.· This agreeinent was made,estates and trusts and liquidating business enterprises in which 
becaUse of that Department's desire to coordinate purchases and sales ofhad been vested. See Table 39. 
Government se!,ilrities by all Fedcral agencies with tile Goyer!!l}1~J}t~,L 

. ...., " '_, ,'_, :. ,. .. ·'-""lb_Jinimcil;lg:..rCqUirements . .::ounder:..thiS';.agrecmcnt 'the':' Office'·1'c·qtieststlie·' - 
= -::.,'.. -T.able:39.~SlOCKS;BONDSAND·OTHER·SECURITIES-VESTED-AND ACQUIRED, Treasury to effect sales of any United States bonds that it desires to ,l," 

MARCH 11, 1942 TO JUNE 30" 1946, AND DISPOSITION THEREOF TO!, date. Proceeds from matured Government' bonds may be temporarily 
JUNE 30,1946 " ; . reinvested in new issues at the suggestion of the Treasury Dcpartment. 

United, States Savings Bonds, which may not be sold on the market, are 
Stocks Bonds' redeemed by the Treasury Department upon submission of evidence of 

acquisition Df ownership by the Office. 
RROGRESS OF LIQ,UIDATION AND SALES.-Stocks amounting to $734,000 $993,000 $337,000 

and bonds ,amounting to $349,000 were sold and liquidated during thc 
446, 000 3, 438, 000 fiscal year ending June 30, 1946. Total liquidati<:ms and sales for the 

period March 11, 1942 to June 30, 1946, were $11,556,000 of stocks and 
. $2,902,000 of bonds. As of the end of the fiscal year 1946, the Custodian 

Disposals: ' continued to hold $1,229,000 of stocks, $3,674,000 of bonds, and $32,000 
Liquidations and sales.............................. 1,5.16,000 2,902,000 I,!XI) 
 of other securities. See Table 39.Property returned to former nonenemy owners. _. _ _ 12i,000 17, 000 ~ ___ . __ . __ ~ __'._. 

Total disposals.................................... 1,683,000 2,919,000 1,!XI)

". = MORTGAGE PARTICIPATIONS 

Total held on Jun. SO, 1946........................ 1,229,000 I 3,674,000 32,1))), 


Mortgage participations are fracti~nai interests in real estate mortgages. 
• For discussions of sales of tangible personal property owned by vested enterprists Ordinarily mortgage participations have not been vested by the Custodian 

in liquidation see Ch. IV, "Business Enterprises," p. 56 and Ch, V, "Selected Vested unless they were property in process of administration tlndcr judicial 
Enterprises," pp. 83-94. supcrvision. Conscqllcntly,mosl of the pal"licipations have becn acquircd 
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who have been joint owners of real estate. 
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from the distribution of the assets of estates and trusts rather 
direct vestings.· , 
. The amounts of mortgage participations vested or acquired from March 
11, 1942 to June 30, .1946.; and the amounts liquidated to the latter date 
are' as follows: ' 

Directly vested, ' , ,', .................. , ..... '..... '.' . . . .. $248, 000 

.Acquired from the distribution of as.sets of estates and trusts .. 269,000 


Total' participations vested and acquired, .. "., ... '., .. , ; ..... , 5517,000 
Cash received by Custodian as proceeds of liquidation. , . , , , ....... '.. 187,000 

'Participations held as of June 30, 1946 ................... : .. ; .. .. . 330,000 


During the past fiscal'year only, the Custodian vested $49,000 of mort
gage partiCipations, acquired $39,000 from the distribution of the assets of 
estates and trusts, and liquidated'a total of $86,000. 
· .. Income on .mortgageparticipations.thus-far!has ",':"'m,nf",rl ,.
which $1Q,000 was received during the fiscal year. 

OTHER PERSONAL PROPERTY . 

Oiher'types'of personal property',hCldhy' the 'Custodian consisrornoi6~' 
claims 3 and credits, bank balances, interests in life insurance and annuity 

leases to safe deposit boxes, and currency and coihs. Under 
·.Executive Order No, 9567, issued:on June 8, 1945, the 

over these types of property was considerably broad
ened. were not vested unless they represented 
property under for the maintenance 
of other properties, or circumstanccs. 

Notes, Claims, and Credits 
'- .';rhe value 0'[ notes, claims, and credits directly 

$4,424,000.. I n addition, the Custodian 

and trusts and $:>,000 as 

tion.. The total amount of vested or acquired notes,.clalnls, and credits,. 

$4;439,000, falls into thrce main categories: . 


L ,Claimsjor compensationjor property in libel.~These claims for compensa· 
tion arose out of the action of the Custodian in vesting enemy claims to 
Axis vessels seized the Government in th~ spring of 1941.4 The 
estimated value of two of these claims, involving .an enemy ship and an. 
enemy-owned is $890,000. No valuation can be placed upon claims 
to another 29 and one cargo before the. outcome of 
actions. fiscal year no claims of this nature wcre either 
.or settled. . 

. 2. Amounts due under court judgments arising jrominsurance cases, wil estate 
partilion proceedings, claims against bankrupt enterprises, ttc.~Claims and credits 
relating to amounts due under court judgments total $1,635,000, of which 
$127,000 was vested during the fiscal year 1"946.. The majority' of the claims. 
and credits of this nature vested during the fiscal year arose from real estate 

discussion of claims in this section relates to' those vested in the Custodian, 
against the Custodian are treated in CIl. XI, "Claims and Suits." 

are described fully in the Annual Report, Offict of Alien Property Custodian, 
30, 1944, pp.127-128, . 
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·partition proceedings involving American citizens and enemy nationais 

3. Other notes, claims, and credils.~There has been a marked increase· in 
the number of notes, claims, 'and credits of various kinds not subject to 

have been vested or acquired as a result.Of Execu
Order No. 9567. Of the Custodian's holdings of $1,914,000 of this 

type of property, $1,369,000 was vested or acquired during the fiscal 
COLLECTIONS:~By June 30,. 1946, $945,000 had been collected of' the 

total of $4,439,000 of notes, c1aiJ.Tls, and credits vested and acquired. Dur
ing the fiscal year $174,000 of'this sum was colleeted. Interest accruals 
amounting to $5,500 have also been received. 

Bank BalClnc~s 
The first objective. of the expanded vesting program undertaken as. a re

sult of Executive Order 1\10. 9567 was the vesting of bank balances.. 
Bank accounts, in general, are easier to investigate· and to vest thanother 

.of 'Us.ually·there~ are· ,fewer-claims outstanding. against 
In the description of the account required for the vesting 

'order need not be so detailed as in the' case of securities. Some special 
'problems, however, may arise. In some'instances. 

, . between .the. amounts.repor·ted 
APC-56 calls for reporting the amount of thc balance 

'on December 31, 1945. If these amounts differ substantially an explana
tion is required from the bank. Discrepancies between the amounts 
reported in Form APQ-56 and the TreasurY'TFR-300'form are similarly 
investigated. If persons other thun the designated national claim an 

. interest in the account such as fees for attorneys' services or~ervice charges 
for banking facilities, these claims require special investigation before a 
vesting order can be drawn, .,.. 

After a bank account is vested a copy of the vesting order is sClH to the 
bank with a demand for delivcry of the balance of. the account. 
A statement 'is also requested of the bank in order to obtain -Cull 
information on any deductions from the account that the bank may have 
made:for:ser.v.iCe:.chal'gescoi-other-reasons.,-,·_·_. "'-,._._"""'"' __"- ......... ~~~"-, ~,._::...-~·_w ~£..,;.•.;;......_-_ 

'T'\ 1 I ~. 1._....._ "-._ ... _ 1 c__DanK lldlaIHX' lVldllug by the Custodian 
the period March 11, 1942 to June 30, Most"ofthis amount, 
000; was vested during the fiscal year. The Office has.withdrawn fronl the 
banks and deposited with the Treasury $2,356,000 of the total amount 
vested, together with about $11,200 of interest. The bulk of the re'maining 
'balanc~s has been recently vested and will be withdrawn at an early date. 

Insurance Policies' 
Prior to Executive Order No. 9567 life insurance and annuity contracts 

were vested only for the maintenance of othc, vested property . 
As ofJune 30, 1946, the Office has not vested <\i1y of the life and annuity 

contracts reported on APC-56. This work is being held in abeyance until 
other projects involving greatcr dollar amounts are well advanced. At the 
present time the Office holds approximately $35,000 of such property 
vested prior to the APC-56 program. 

The administration of such prop,crty when the program gets under way 
will present many' unique and difficult problems. The premiums on 
many polieies have not been paid since 1941 and many are now running on 
extended term insurance. The interests that will be vested by the Custo
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German and Japanese property of 

dian may be the rights of both the insured and the beneficialY or only one 
of the two. The intere:sts of third parties may also be' involved. The 
value of most policies may hinge largely on whether the insured is alive or 
dead, and on'the date of death; since the residence of most of the insured 
persons involved was Germany or Japan, these facts may not easily be 
established. ' 

Leases to Safe Deposit Boxes 
Although the Office n'ow clearly has jurisdiction, as a result of Executive 

Order No. 9567, over all contents of safe deposit boxes belonging to German 
and Japanese national~, no vesting of the rights of access to, or of the con

experience of the Office in a few cases of this type indicated that the contents 
of the boxes were of little value. For this reason the Office decided not to 
institute any extensive vesting program on safe deposit boxes until other' 'ind trusts. 

tents of; safe deposit boxes was undertaken if! this fiscal year. Previous 

All eight \"ere 

todian in representing nationals of enemy and 

greater value has been vested. 

Currency and Coin . 
,Currency arid coin amoUllting-ro 'approxima tely$340,000"wcre vested 

during the fiscal year ending' June 30, 1946, as a result of the expanded 
. vesting program. All of this amount was ,vested as the property of a desig. 
nated enemy country, Germany, and was taken in two lump slims of 
approximately $170,000 each. . ..' 

The first case involved the eight German spies and saboteurs who landed 
on the coasts of Long Island and Florida inJune 1942, bringing with them 
a substantial sum in United States"currency anq coins. 
apprehendcd by the Federal Bureau of liwcstigation, tried, and convicted 
on charges of espionage. Six were executed and two received long prison 
sentences. The Federal Bureau'of Investigation found quantities of United 
States currency and coins, not only on the persons of the spies, but also 
concealed in their rooms and elsewhcrc, and cven in thc custody of third 
persons. This money was identified as property of the German Government 
entrusted to the men at Lorient, France, by an officer of the Germitn High 
Command to assist these agents in carrying out their task of espionage and 
sabotagc in the United States. . 

. ' __ --,-,;rb.e s.econd _case:concerned-,otherc.German:espionage:agents-arid: 
- who were apprehended by the Federal Bureau of Investigation during the 

war. The money seizcd from them represented funds furnished by the 
German Government. All the money was in United States currency and 
coin, with the exception of approximately $1,400 worth of Swiss notes, 
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Property Under Judicial Supervision 

This chapter deals with the functions of the Office of-Alien Property Cus
formerly enemy-occupied 

countries in judicial proceedings involving their property or interests, and 
with the functions of vesting and administering cnemy interests in estates 

REPRESENTA TlON OF FOREIGN NATIONALS IN LEGAL 

- PROCEEDINGS· _. 


Under Section 5 of Executive Order No. 9193, the Alien I:'roperty Custo
dian was delegated the responsibility of representing in the courts persons 

residing in enemy and enemy·occupied territory whose- property or interests

are involved in such proceedings as probate matters, trusts, bankruptcies, 

receiverships, real-estate partition suits, and. attachments before judgments. 

Discharging this duty requires examination of court records, attendance-in 

court,- preparation of pleadings, briefs, and legalmenloranda, and con

ferences with attorneys. 


During the period of aetual hostilities the. Custodian had the responsibility 
of representing all persons residing in enemy and enemy-occupied countries. 
Within the past two years; however, 'this responsibility has. been narrowed, 
particularly with respect to the formerly enemy-oecupied countries and also 
with respect to certain of the enemy.countries. The present nature and 
extent of the representation program can best be discussed according to three 
national groups: (1) German and Japanese; (2) Itali.an, Bulgarian, Hun-. . 

. _ garial1,_an~ !tquB1.3rU!!.n ;_l!.D.d_J~) ;nationals:of::theJormerly.enemy~oecupied~: =-- -:..:...- . 
- -countries. 

Representation of German and Japanese Nationals 
Representation is still undertaken in eourt and administrative aetions 


and proceedings concerning the property or interests of German and 

Japanese nationals. Subsequent to representation, during which formal 

investigation of ownership is completed, all German and Jap.anese.prciperty 

interests involved are vested. . ' 


As' new cases arise in the courts, the Office is notified of them pursuant 

to its General Order No.5, which requires the perso!,!s or officers acting 

under court supervision in the proceedings to [lie repbrts on Form APC-3 

in all cases in which a designated enemy country or national has an 

interest. General Order No.6 provides a method for service of process or 

notice on the Custodian. 


Representation of Nationals of Other Enemy Countries 
The representation procedure is no longer followed in cases arising after· 


April 15, 1946, that involve the property interests of nationals Of Bulgaria, 

Hungary, Italy, or Roumania, By the terms of Regulation No: 1 under 

General Order No.5 and Regulation No.1 under General Order.No.. 6, 
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e~ecuted on April 1, 1946, the pro~isions of General Orders Nos. 5 and 6 0 . f h P 

9 ~'70·ncv (, V v . 

do not apply to any case involving a person within Bulgaria Hungary' 
Italy, or Roumania w~o is not a c~tizen or ~ubject of German'y or Japa~ 
and whose property or mterests are mvolved m any court or administrative ~ 


. action or proceeding initiated after April 15, 1946. , 

By Regulation No.1 under General Order·No. 20, also executed on 


A.pri~ 1, .1946, the Cus~odian has consented to the payment, transfer, or 
dIstributIOn of property to any person within Bulgaria Hungary Italy or 
Roumania who is not a citizen or subject of German~ or Japan' from 'the 
assets of an estate of ~ decedent whose death occurs after April' 1 5 1946 
if the transaction is authorized by the Secretary of the Treasury under th~ 
provisions of Executive Order No. 8389, as amended.' 

Bulgarian, Hungarian, and Roumanian interests or property acquired 
through inheritance or otherwise, on or before December 7, 1945, will b~ 
vested. Property that was acquired by nationals of these three countries 
after that ~ate will not be vested, but if it came underjudicial supervision 

o b~fore April 16, 1946,_rcports_under. General Ordel'.No. -5-are required 'and
service of process or notice as provided in General Order No.6 is permitted. 

Pursuant to a request of the Department of State, the Office does not 

ordina,rily vest Italian property interests. In certain cases, however 

Italian.p.foee.rty is vestt;d whe~ l1ecess1J.;y' to safeguard. the property fro~ 

loss or to protect the rIghts of the Italian heirs to inherit. These rights' 

h~v:e. bet;n eh~l1enged in ~ertain .states that have enacted legislation pro
~Ibltmg I?herl.tance by n~~IOnals of countries that do not provide reciprocal 

fIghts.of mhentance to CItizens of such states.' . 


Representation of Nationals of Formerly Enemy-Occu'pied C~untries 
In the course of the fiscal year the' Office has nearly completed with

draw,:l from cases in which it rcpresented the property rights or interests 
of nationals of the formerly enemy-occupied countries. Liberation of these 
countries restored communications with the United States and made it 
possible for. their ~ationals to arrange. for representation in legal actions 
and to receIve service of process or notice. Ncw cases. i.nvolving nationals. 

peratlon 0 t e rogram 
N~MBER OF CAsEs.-As of Jun; 3~, .1946, a to~~l of 14,822 cases involving 

foreign-owned property under JudICial supervIsion had been reported to 
the Office of Alien Property Custodian in accordance with the require. 
ments of General Order No.5. Of this total, 1,265 cases were repoded 
during the past fiscal year. . 

CASES COMPLETED.-By June 30, 1946, approximately 12,210 cases had 
been completed insofar as representational activities are concerned. Of 
this ·total, 3,492 were terminated by vesting orders seizing the enemy 
interests.I In 1,618 cases the Custodian consented to the distribution 

. (generally to blocked accounts) of the interests of nonenemy nationals. 
In the rest of" the closed cases the Oflice either withdrew after the non-
enemy nationals undertook their own representation or found that no 
property interests of foreign nationals were involved. 
CASE~ PENDING.-A total. of 2;~12 cas~ are still pendi_n[ i.ntht;9~ce: . 

. These mclude l,410"cases-m-whlch vesungorders must be Issued selzmg 
the property or interests of enemy nationals and 1,202 cases in which the 
Office must vest the costs and expenses. '. ~ '. . 

ENEMY INTERESTS VESTED.-There are various types of property under 
super-vision, of:whicl) estat~s and trusts-are the most important. 

amounts of the dIfferent types of vested property that were under 
judicial supervision at the time of vesting are showl) in the following 
summary. 

Eslill/aud 
as oj dalts 

Type at properlJ' 1}ulillg 

E..tates and trusts. . ........ . $42, 650, 000 

Real estate .... , .. . ......... , ... . 140, 000 

Mortgages. . .. . ............ . 3,000 

Tangi blc persona! property ....... . 15,000 

Stocks ....' ......... , .. 433,000 

Bonds ...................... . 38,000 

Mortgage participations ................. , .. , .. 235,000 

Notc.s, daitns, and credits .... . .z-,"?}5!..0~0 . 


_?f ~h5_ [QL~_cr~ CJ.~_c_my:".occuRied ~ollnlr.ies.hav_e _been:accepted-only~in -rare'

estates 

. . . . . . . . . 46, 039, 000 Instances smceJune 7,1945. V/lthdrawal from old cases has been possible 
except in a few instances in which special difficulties have arisen, such as Estates al1d trusts are discussed in the next section of this chapter since 
th~ absence of an attorney to <:ppear to represent the person concerned .. most of those in which the Custodian has vested interests are under judicial 
''':'Ithdra';lals have bee.n made m .most cases with the cooperation of the supervision. The other properties under judiCial supervision are included 
dIplomatic representatives of the liberated country. in the discussion in other chapters on the various types of vested property. 

The Office has continued to represent Austrian nationals who have 

pro~erty u.nder judicial supervision. As ih cases involving property of 
 . ESTATES AND TRUSTS 
ItalIan natIOnals, the Office has refrained from vesting Austrian interests New Vestings 
pursuant to a request from the Department of State. During the fiscal year ending June 30, 1946, $7,299,000 of interests in 

and trusts were vested. Nationals of Germainy were the former 
Occupied Countries owners of $6,815,000 of this amount;·the remainder belonged for the most 

part to nationals of Hungary, while Italian, Roumanian, and Japanese 

Recovery of Expenses in Ca'ses Involving Nationals of Formerly Enemy.' 

In order' to recover outlays in performing representation dealing with nationals held small amounts. The new vestings consisted of $3,239,000 property that is not vested, the Custodian issues cost-and-expense vesting of decedents' estates, $2,024,000 of trusts under wills, $2,003,000 of interordeys. These have been issued i~ 2,017 cases during the fiscal year 1946, vivos trusts, and $33,000 of guardianship estates. makIng a total of 2,130 cases whIch have been disposed of by this means 
up ~o June 30, 1946. A backlog. of 1,202 cases remains.in which orders . I Du~ing the fucal year, 176 of these cases were forwarded-to the Department of Justice 
vestmg costs and expenses may have to be prepared. Approximately- 800 to obtain compliance with the vesting orders, making a total of 1,157 such cases so re
of these cases involve.Austrian and Italian interests. . ferred prior to June 30, 1946. As of that date 650 cases were pending in the Depart

ment of Justice. . 
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"Description of Interests Vested 
The cumulative to"tal of interests in estates and trusts vested since March 

11,_ 1942, now amounts to $48,445,000. Of this amount $42,650,000 rep
resents interests in estates and trusts under judicial supervision 'and 
$5,795,000 in trusts not judicially supervised. Table 40 indicates the value 
of the different enemy interests in the several classes of estates and trusts 
and the number of estates and trusts involved. 

"Table 40.-INTERESTS IN ESTATES ANDJRUSTS VESTED, MARCH 11, 1942 TO 
JUNE 30,1946, CLASSIFIED BY NATIONALITY OF FORMER OWNERSHIP 

Type of property Totnl 

Nationality of fonner owup.rshi[) 

Ge.nmm Japanese Italian Other 
enemy 

---1---1---,-- 
Decedents' estates: 

NUIl1berolest.tes" .•.. ,.·..... , •....... "."(2.642)1··· __ (2'058)I··~ ." (84)1"' • (2.10)1' -(250)
'"Net"valile ol\'ested interests..........• $17,908,000 $14,624,000 $204,000 $1,155,000 $1,92.1,000 

Trusts under wills: "" 
Number 01 trusts...................... (724) (619) (9) (71) (25)
Nel value of vested interests ........... $22,459,000 $19,071,000 $47,000 $2,911,000 $430,000

Trusts Inter vIvos: "" . 
Number 01 trusts...................... (73)
Net value 01 vested.lntcrests........... $6,395,000. 

Guardianship estates: 
Number olest.tes..................... (90) 
Net "alue of vested inlerests .......... : $1,683,000 11 _____ 1____ i~--_: ____ 

Total net value.......... : ........... $48,445,000 

Distribution 'oF Principal 

During the fiscal year the Office received a total of $4,275,000 of cash 
and other property representing distributions of principal from vested 
estates and trusts. The total of suc~ distributions through June 30, 1946, 
amounts to $17,282,000. These receipts include $11,800,000 of cash; 
and $5,482,000 of other kinds of property, primarily bonds arid stocks. 
The Office has liquidated $3-,103,QOO of thisnon-cash property. . 

~~_.__-.;." -·-Table A"l·" shO:ws:.the.::.v.ariouLkinds:-:of..:proper~y.:received:in~distributions:·p 
from vested estates and trusts, and the amount of each kind which has been 
liquida ted. " . 

The first column of Table 41, carried over from Table 40, indicates the 
. value of the interests in the four types of estates and trusts that have been 
vested. The second column reveals the amount of assets distributed from 
each of the four types of estates and trus~ (minus figures), with the re-
8~ltant increases in the Custodian's holdings of VlariOUS other kinds of prop
erty (plus figures). The third column shows the subsequent liquidation 
of the non-cash items of property received from distributions (minus 
figures), with the corresponding increase in cash (plus figure). The fourth 
column shows the property held on June 30, 1946, including the remaining 
interests in estates and trusts ($31,163,000), the remaining holdings of 
distributed non-cash assets ($2,379,000) and the total cash derived both 
from direct "distribution and from the liquidation of distributed property 
($14,903,000). " 

~32 +. 

pc.,on£"
i.4Q() ut 

Table 41.-PROPERTY HELD AS OF JUNE 30, 1946, DERIVED FROM THE 
VESTING OF INTERESTS IN ESTATES AND TRUSTS 

NOTE.-Thls table does not rcflect income recch~ed from estates and trusts or from property distributed 
froID estates and trusts, 

lIn thousands of dollars) 

Propert.y 
'l'ype of property I held uso!June 30 1946

of assets of of property )

estntes and 
 rCC('jved from 

lrlJStS distributions 
1----:-----1----1--

48,44548,445 

i,573Interests in decedents' est.te' ..•. "......... : ...1 17,908 
 16,798 
[nwrests!n trusts,intcr 'Vi\"os.~.~~.~.~~~~~ .. ~w~_ 
Interest.s in trusls under Vi Ills. ............. •... 22,459 5,544 
Interests In gU8rdlBnship est.te,... ............ 

fJ,3f.l.',) 
1.248I, H/;:l . I 

446578" . 2Si- 282 
12 10 
35 7 

1,473 335 
'2,818 1,088 

229269 
4 

10 
5 

.3 
1----1 

14,00311, SOO 

Distribution of Income 
By June 30, 1946, the Office received $1,513,000 as direct income from 

estates and trusts and $219,0.00 as income from property distributed in kind 
from. estates and trusts. Of these amounts $614,000 and $93,000, respec
tively, were received during the fiscal year el1ding June 30, 1946. 

~- - --~--~:~-~-~.=-- ~-:.~ -:.-=-=.-.:-""':'.....: .. - .---.. 

+ 133 

D " rb I I L" "d t'lstr ut om:, {quI a Ion 

http:219,0.00


~:;!;!~:,i:!.'1;, 

,» X« 


Philippine Program 

On September 12, 1945, a Philippine offiee was established in Manila 
by the Alien Property Custodian. Various military, economic, and 
political factors had prevented its establishment at an earlier date. During 
the Japanese occupation, civilian functions of the United States and 
Commonwealth Governments were inoperative. Later, ~fter partial r,e
establishment of United States sovereignty in February 1945, military 
requireme_nts took precedence over civilian; moreover, the war had com
pletely disrupted the Philippine eC{)!l0my_ allcLrendereddifficult the opera--

';tiob'ofCivilia:ri-agencies~-- The Custodian also'had to consider the cffect that 
coming political independence for the Islands would have on the actiyities 
of a Philippine branch. 

JURISDICTION OF THE'AtiEN PROPERTY CUSTODIAN 
, ' " , 

, The !radi!1g with the En?my .Act'is the legal b,asis for the jurisdiction of) The. Depa.rtment of the Interior, as .chief representati~e ~f American 
~e '~hen 'property Custodian m the Philippines. S~ction 5 (bt of thesov:rel&,nty iD, the I~lands,.was responsible for t?e. ?rg~OlZatiOn and ,co
fradmg With the Enemy ~ct, as amended by the First War Powers Act, 
1941, de~nes the terJ? ~n.lte.d States to mean the United States and any 
place sU~Ject to the JlIrlS~:hCtlon thereof, including the Philippine Islands. 
The Tydmgs-McDuffie Act of 1934 provides however for the independence 
of the Philippines on July 4, 1946. ' '. 

The Tydings-McDuffie Act specifies that the United States will surrender 
,?y proclamation of ~he President, <?~ July 4, 1946, all rignts of sovereignty 

m and o~er the te:~lto~'Y of ~e Philippine Islands, and of possession of all 
~roperty In the ~hlhpp~pes, With the ~xception of certain, mJlitary reserva- ," 

,_.;::::-_~olls,:;na;.ral Jueltng 'st~tlOns,-~nd:;deslgnated=properties0sui (al:i!e 'for't)nitecJ:; 
States Government diplomatiC establishments. Since the termination of 
tl;e s~vereignt~ ?f t~e United States would end the authority of the Custo
dian In the Phlll,Ppmes under .the Trading with the Enemy Act, and since 
property vested I,n the Custodian was not excepted from the,blanket trans~ 
fer of United States pr?perty, the conduct of an alien property program iIi 
tI:e Islands by the Umted States could not be continued beyond July 4 
wlth?ut some further arrangement; The Philippine Property Act of 1946 
PUb!IC Law 485, 79th. Cong., ?d .Sess., approved July 3, 19,46, permits re~ 
t~ntlon by th~ Custodia? of:.:ested property in the Philippines, and pro
vldes for contmued apphcablltty of t,he Trading with the Enemy Act in the 
Islands after July 4, 1946. Public Law 485 provides also for ultimate turn
over of vested property in the Philippines to the Republic less claims costs 
and expenses of the United States. " , 

CONSIDERATIONS LEADING TO ESTABLISHMENT OF OFFICE 
The political status of the Philippines, their distance from the United 

States, and the protracted state of war presented the Office with a number 
of special problems. Although it was anticipated that, polici~s' and pro
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cedures developed in the United States could generally be applied to enemy 
property in the Philippines, it was questioned whether it would be politically 
advisable and administratively feasible to undertake the exercise of juris
dietion there. " 

Consultation with Other Gov~rnm~nt Ag~nci~$ 
In considering the estab'lishmcnt of a Philippinc branch office, the Office 

consultcd with other' intcl'csted Government agencies, particularly the 
Departmcnt of State, the Department of the Interior, and the vVar Depart
ment. ' 

The State Department was primarily concerned with the effect of a vest
ing program in the Philippines upon the long-standing historical and legal 
commitments respecting independence. In addition, so far as the- pre
independence vesting program was concerned, the State Department 
requested adherence to the principles of the United Nations Deelaration 
of January 5, 1943, wherein it was agreed 'that .forced transfer of title to 

--an-enemy' natiorialduring' occupaticiri 'woulCi noebC' recogniied: - As a:
result of the State Department's position on these matters, the Custodian 
was preparedto relinquish jurisdiction should political. considerations de-' 
mand it. Techniques for dealing with property acquired by the enemy 

,under duress- in consonance with the"Dnited Nations Dechfration were
~ also formulated. 

ordm~tlOn ?f aV UOl.ted States governmental activities I~ the Philip~ines 
after hberatl0;t. In Its plans ~~e !?epartment of the Intenor had prOVided 
for the estabhshJ?ent of ,a Pluhppme br:,,-nch office of the Offic.e of Alien 
Property Custodian as one of ten operatmg branches of the DOlted States 
Government in the Philippines within 'the organb;ational structure of the 
Office of the High Commissioner. This provision was made because this 
Office not only ha~ knO\~I~dge and experience with problems of enemy 
p:oper~y but ha~ m a~d.ltlon the necessary grant of power .. The Custo
dian dlscussed.wlth offi:lal~ ?f t~~e, p~partrr:~Tlt~~.!~e _Int~n?r_.!!Ie 9a~J~"- ,- :-J~' ,

T'·' -pr?blem~-r~latl~g--to the-prospec tIve' dlscharge'of-fils-respo nSllllh ties \V I thlu---- . 
thiS admlOlstrative framework. 

With the liberation of the Philippines, the ~rmy originally had to assume 
~e ~ask o.f. enemy property contr~l along With .all other :,,-s~ects of a func
homng mlhtary government. While the campaign was still 10 progress, an 
~nemy Property qustodian had been desigr:ated by milita.ry authoritie~ and 
mstructed to take Into cus:~y all prop.erty m the reoccupied areas beheved / 
to be enemy-owned. Mlhtary secunty and control had made such a / 
procedure ~:cessary. J?nemy property cOf!trol, however, wll:s ~rimarily 
an extra-mlhtar~ funCtion, and was ~ecogOlzed f~o~ .~he begmn10g as a 
temporary expedient pendmg reestablishment of Clvlhan government. 
,Befo~e t?e final defeat of the Japanese and the restoration of civilian 
authOrity 10 the Islands, the Office discussed with the Army the manner 
in which it would assume control over enemy property. The Army, as the 
first United States agency to resume operations in the Islands, was able 

I FoIl~wing the resignation of the United State~ High Commissioner to the Philippines, 
the PresIdent, on September 16, 1942, by executive order, transferred the duties" powers, 
a~d functlOn~ ?f such o~ce to the Secretary of the Interior, wno continued as tX officio 
High CommISsIOner unol September 6, 1945. On that date a new High Commissioner 
was appointed. 
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VESTING PROGRAMto offer the only.firsthand information on some of the basic problems in

volved. 
 The vesting program of the Philippine Office was severely limited because 
Phili j S of difficulties encountered in establishing the Office and uncertaintyy

pp ne u.rve , 	 whether the Custodian would continue to vest property there ,after July 4, 
By the spnng of 1945 the campaign in the Philippines was well under', 1946. Under the circumstances, there was sufficient time to investigate 

way. With final liberation of all portions of the Islands practically "and vest only a relatively few properticS before the end of the fiscal,yea'r. 
assured,. the Depa:tment of the Interior was actively preparing for the The Office concentratcd on those pieces of enemy property most important 
resumption o~ Umted States, Goyernment activities in the Philippines, to the Philippine economy or requiring the most urgent action. Cases 
At the s~me time the Custodian, m conjunction with the Department of involving hemp, sugar, tobacco, and other perishable or impol'tant com~I 

"I' 	 the Inte~lor, began to work out t~e details for setting up a Philippine office. ~' modities received immediate attention in order that value losses resulting 
;\t that tl~e f~ctual data con,cermng the ~xtent and value ofenemy property" from looting and deterioration might be kept at a minimum, 
m the Phlltppmes were practically nonexistent. The only available informa- ' 
tion had been obtained from a study of the files and records of Government Property Vested , 
agencies in Washington to determine the total value of German and~' As of June 30, 194p, a total of 51 vesting orders have been issued with 
Japanese property il'! the Islands prior to December 7, 1941. The Office t, respect to enemy-owned property in the Philippines. Of these, 22 inv()lve 
had made the study in 1944 and early 1945 at the request of a United ;., interestsin !.>usi!1ess.enterprises; 23, real estate;, and' six, 'personal 'property, ' 
States Gov<::~nment Commission. studying' ,financial' conditions" of 'the r---Complete liquidation has been effected in one personal property case and 
'Philippines. Owing to the devastation of property and other circumstances ~" 
arising from the war, it was conceded by all concerned, that the value r, 

'arrived at, estimated at from $25,000,000 to $50,000,000, was not neces- ~' 
sadly accurate, In the atJsence of additional information· it was conceivable" 
that the value arid extent of enemy property not alr~ady destroyed or 
render"ed useless~~o~ld not justif);' expenditure of funds on a vesting pro,' 
gram m t~e Philtppmes" For thiS reason and because of the _anticipated 
graIlt ,of. mdependence, It was -felt _that no plans could be realistically 
formulated and initiated without an on-thc-scene study of prevailing 
conditions. . 

Two members of the Custodian's staff were commissioned in June 1945 
to make a study of,conditions in.the Islands. The purpose of the trip was 
twofold: to ascertam whether there was sufficient criemy property in the 
Islands to just~fy an office and whether it would be possible to obtain 

. bl k' d I' . 'sUlta e wor mg an Ivmg quarters for personnel. . 
The Custodian's' representatives concluded from their_ survey that there 

~~ ___ ~a~~su!!icic.9t-,!:~S\t~Jc P.~P.£r!Y: tQjustify_the:opening:df--an~office:alth-oiJgk-
'-::=::"'---reltable'estlmates as to types, extent, and value of property had to await 

the establishment and operation of an office, At the same time however 
they pointed out the' serious handicaps that would be expe~ienced U; ; 
opening and maintaining a Manila office. With facilities for housing' 
offices, and transportation virtually non-cxistent, the Office was to ~ 
depen~ent upon the Army for these services. _ 

In view of the fact that there was a considerable amount of vestible 
pr~~e:ty in the PhilipP,ines and tha~ the Army was prepared. to provide 
facllttl.es for the operation of a vestmg program, the Custodian's repre
sentatlves recommended that an office be opened as soon as conditions in 
Manila would permit. 	 

Establishment' of OfFice 
On ,September 12, 1945, shortly after the proclamation'of V-J Day and' 

the transfer of Army civil controls to. the newly appointed United States 
High Commission~r, the Custodia~ issued an order establishing a Philippine 
Office, The PreSident of the Untted States and the High Commissioner 
were in full agreement with this action, 
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substantial liquidation in two business enterprise cases. , ' 
As of June 30, 1946, the Custodian's-net equity in property in the Philip

pines vested from_ Ilation.'lls qf Japan amounted to- approximately $9,058,
000.' Tnis represents approximately 20 percent of the estimated amount 
of vestible property in the Islands. 

Table 42 c1~sifies net eq~ity as of dates, of vesting and, as. of June ~O, 
1946,. ApprOXimately one-Sixth of the property has been hqUtdated. 

Table 42,-NETEQUITY VESTED,IN THE PHILIPPINE ISLANDS FROM NA. 
TIONALS OF JAPAN, CLASSIFIED BY TYPE OF PROPERTY, VALUED AS OF. 
DATES OF VESTING AN!) AS OF JUNE 30,1946 

[lntholl""n<i$OfdoUllrsl 

Type of properly As uf dates of 
vcsllng 

As of JUlle 3IJ, 
JU46 

Orand 

7,384 

Il88 

l~
3U 

I.b" 

9,038 

Il88 

l~
3U 

1,672 

I 9, Il88 

t This figure is larger than the totnJ shuwn in Table 3 as "Property,!n the Islands", as of June 
30,1946) because of the: !nelusion or $},560,000 uf ('.ash proceeds or liquidation. amount is rcficcted in 
the total cash figures shown in 'l'llblt,J 3. 

Vesting Policy 
Vast quantities of Philippine property had been seized by the Japanese 

during their occupation of the Islands or purchased. by them through 
duress or for less than fair value, There was, of course, no question of the 
desirability of vesting property acquired by the Japanese before December 
7; 1941. On .the other hand, property acquired by Japanese ~uring the 
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?ccupation could not lJe categorically termed enemy property. Every th~t. fil~d applications prior to 1918 were permitted to lease lands from th, 
Phlhppme Governn:e~t for a tcrm of 25 years. Such leases coul~ b( 
extended for an additional term of 25 years. ~fter 1918,the law speclfiec 
that at least 60 percent of the stock of corporations applymg for new lease~ , 
must be owned by citizens of the ~nited States or of ~he Philippine Islands. 
T~e two la.rgest ja~~nes.e agncultural corporatlons.owmng or con· 

trolling lands m the Phlhppmes ,were Furu~awa PI.antation Company and 
Ohta Devel~pment Compat?Y, Inc. Orgamz:d pnor to 1918 for .the pur· 
pose of ownmg and operatmg hemp plantations, these corporations had 
.pr~,,:ide.d about 40 percent of the global supply of hemp, while the 
.Phlhppmes as.a whole produced 95 percent ofthe.world sUPl?Iy, , , 

The pl,:ntatlon lands operated by the corp?ra~lOnS were m su~stantlal 
part public lands lea~ed to them by the PhliIppme Government m 1920 
and 1921 on the baSIS of pre-1918 applications. Following their initial 
successes; th:se two cO,rporations, with the!r ~anking ~ase in japa~,yro-
ceeded, by clrcumventl~g ~hc:.law,to, ,acqUire mterests ,mcmany'addltlonal" 

;---·acres of-Iand,"!he prinCipal ~cthods. ~mployed were: or9'anization of 
small,er corporatl<?ns through w~lch additional tr~ct~ <?f pubhc lands .were 
acqu~~e~; subleasmg lands pre~lOusly leased by l~dlVlduals or Amencan
or Fllipmo-controlled corporations; and managenal_:ontracts.and,other 
legal subterfuges. By these means the japanese came'Into control of more 
than 150,000 acres of agricultural land in the Province of Davao, Island 
of.Mindanao" where japanese land settlement' was l~rgely concentrated. 
, The Custodian vested the stock of Furukawa Plantation Company, Ohta 

' Development Company, Inc" and Gui' Hing Plantation Company early 
in 1946, By recourse to material on file in the Department of the Interior 
on agricultural lands the Office was able to establish japanese ownership 
and to obtain oth~r information on their agricultural.lands. From these 
and othe.r records I~ was learned tha~ the leases to publ.lc land~ helc\ by the 
corporations had either already expIred or would explrc dunng 1946. 
-Once the Custo~ian had bcgun supervision of the corporations, steps 

, were taken on their behalf to have t.he leases renewed by the Co~mon-",,_ 
" wealth Government. ~t ,tl:!e"sG\ID~ _tIl"!l~t~ffic.e,-cooperated:"wlth;;;,the 
:.~.- Bnited:.::States.:::eommercial"'Coriipany 2 in making plans for resuming
'. . I d h ' . f h d'" operatIOns. twas expecte t at restoration 0 emp pro uchon to 

, prewar levels would be of major assistance in rehabAlitating the Philippine 
economy. As matters developed, however, the question of the rights of 
the lessee under the .leases could not be settled immediately because the 
Commonwealth Government took the position that the formerly enemy-
held leases should not be renewed and that the lands should revert to the 
public domain. Until this problem was resolved none of the agreemen'ts 
contemplated by the Custodian and the United States Commercial Com
pany could be consummated. 

Insofar as the Custodian was concerned there was the problem' of what 
should be done by the corporations themselves to preserve their assets 'and 
assist in the rehabilitation of the Philippines and the supplying of 'hemp 
needed in the United States, Although he desired to cooperate with the 
United States Commercial' Company and the fibre industry generally, the 
Custodian's rights as stockholder did not rise above those of the corporate 
entity. Since lease renewal was a corporate question, the Custodian 

. '. ' . .2 The Umted States CommercIal Company, as successor to the ForeIgn EconomIc 
Administration, was the Government agency responsible for proc\lfem~nt of essential 

msta~c,e ,of transfer of title to an enemy during the occupation had to be 
exammed ,on its merits to avoid injustice to Philippine citizens who had 
been depnved of property for inadequate or no consideration. 

':"ithin the general ves~ing policy, it was decided to treat property ac
qUired by japanese enemies after December 7, ,1941, as follows: , 

(1) Ifowne;-ship by the enemy national is definitely determined through' 
comp~tent eVidence and there is, no question of duress, it is the policy to 
vest title in the Custodian.' 

(2) If owncrship by the enemy national is definitely determined through 
C?mpete~t evidence but du.ress is conclusively proved and the considera
tlOn received was so grossly madequate relative to the value.of the property 
transferred as to constitute confiscation, it is the policy not to vest title in 
the Custodian. ' , , 

(3) If there is no competent evidence of conveyance or transfer of title 
other than actual possession by the enemy national during the japanese, 
occupati.on and the varu,,:of !hi! cODsideration was at,-the,time-of-taking" 
.substantially -less than the value of the property taken mto possession, and 
~he nonenemy person demonstrating ownership has'regained possession, it 
IS the policy to vest the claim of the enemy national for the return of the 
consideration valued as of the approximate date of its. delivery. _,'

,-,' . 
ADMINISTRATlVE PROBLEMS 

The Philippine survey conducted by the Office had indicated that the 
, extensive destruction of corporate and ownership records would be the 

greatest single problem in the work of investigatioll and administration, 
With respect. to specific pieces of proper~y all Government agencies con
cerned wer~ 1~ a~eement that the most Important problems would relate 
to the admInistration of the ,three largest, japanese agricultural corpora. 
tions, Furu~aw:a Plantatiop Company, Ohta Development Company"Inc.; 
and the ~~I ~Ing Plant~tlOn Company, which were of primary importance 
to the PhIlippIne hemp Industry., 

D t t 
' f R' d " " " ." .....-- ' 

esrUClono, ecor 5 - --' .,--,,- .:==-:c'--·----'
"_,,,:.',,-'_,,:=,:, _,,_:-.:.::~-,,-~,.c:..-'" . -:---" .-

. The al~?st ,complete ~estructlon of the records of the Bureau .of Lands 
:n",the Phllippmes necessitated a search t?rough rec~rds located III ~ash' 
m",!on, where valuable data were ob~amed rega~dmg the ownership of 
ag~l~ul~ural lands and leases on pubhc lands.. Smce all records of the 
'P~llippme ~ureau of Cu~toms ,;,ere destroyed, It was impossible to ascer
tam the registry of any shl!?, v:'lth.all records of corpor~tions in.the Bureau 
of Com~erce destroyed, It was. difficult to assemble Information on any 
corporation, So far as corpor~tlOns ~hems~lves were concerned there. ""ere 
few whose corporate records, IncludIng mmute books and stock registers, 
had no! been destroyed. , ', , 

The madequate documentary. eVidence pr<?v~ng e?emy ownership, the 
lack of corporate records reql!l~ed for adml~lStratIOn. of proIJerty, and 
the lack of records for ascertal,mng. the le.gahty of :lalms agaInst vested 
propert~ were some of the major difficulties stemmIng from the general 
destructIOn of records. 

Agricultural Corporations .' " 

While the ownership of real property by individual japanese subjects 
has long been restri,cted by Philippine law, japanese-owned corporations materials from foreign sources. 
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authorized the corporations to employ counsel to advise them" on their 
legal rights respecting the" expired leases. " 

Meanwhile, the approval of Public Law 485 (July 3, 1946) provided for 
transfer of interests in vested agricultural lands or agricultural corporations 
to the Republic upon indemnification to the United States for claims' and 
for costs and expenses of administration. 

PUBLIC LAW 485 

Ithas been recognized by all organizations concerned that alien property 
control should continue in the Philippines after the grant of independence 
on July 4,1946. The central problem has been to determine what agency 
should be entrusted with this function after that date. Essentially three 
plans have been considered: the United States Government could continue 
to handle alien" property in the Philippines through the Office of Alien 
Property Custodian; the Custodian's existing program and authority 
could be transferred" to a_n autonomous. United.States .agency. in the_Philo. 
ippineii; "or the United States could transfer vested property and its control 
to the Philippine Republic." " 

P"urpose of Pliilippine Property Legislation 
.. •.The Independence Act of 1934 had contemplated thatall property of the 

United States in the Philippines would' be transferred to the Philippine 
Government upon independence except certain naval and military bases 
and consular or diplomatic establishmcnts. Since, however, enemy ., p"roperty vested in the Custodian had not' been held. by the United States 


" before the war, it had obviously not been considered in the tr80nsfer arrange
ments of the Independence Act. , ." 


As a result of discussion between American and Philippine officialsitwas 
agreed that if would not beJeasible for title to property held by the Custo
dian to pass automatically to the Philippine Government upon independ
ence. Thus it was proposed to Congress that legislation providing for the 
transfer or treatment of vested property in a way other than by blanket 
tra,nsfer be enacted. Both the Philippine and" American representatives 

.,=-:" =.c.:.::;::.:~.w,er.e: in:agreemenuhat"suchclegislatio·n.should:not:al ter'the-purp6ses 'of· the' . 
Independence Act. 

Provisions of Philippin~ Property Act 
Public Law 485, 79th Cong., 2d Sess., known as the Philippine Property 

Act of 1946, providing for the continued applicability to the Philippines 
after·July 4, 1946, of the Trading with the Enemy Act, was approved on 
July 3, 1946. By Executive Order No. 9747 of July 3, 1946, the President 
authorized the Alien Property Custodian to continue the vesting program. 
Because of the unusual circumstances attending the administration of the 
Act, the President of the United States instructed the Custodian that 
exercise of his functions after independence was to be under the general 
supervision of the United States Ambassador to the Philippines. Philip
pine Republic Act No.8, authorizing the President of the Philippines to 
enter into agreement with the United States for transfer of enemy property 
to the Republic, provided for implementation of thc Act by the Philippines. 

Those sections of Public Law 485 relating to the post-independence 
treatment of enemy property as defined in the Trading with the Enemy 
Act were concerned chiefly with the way in which vested property re
tained by the United States would pass to the Republic wit)1 dt;e regard 
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for the interests of both parties. Thus the Custodian was directed to turn 
over all Philippine agricultural lands and properties held by him to the 
Philippine' Government. These lands were to be transferred immediately 
without waiting for settlement of claims, upon agreement of indemnifica
tion by the Philippine Government acceptable to the United States. With 
respect to vested non-agricultural properties in Manila, the Custodian was 
authorized to turn over to the Philippine 90vernmcnt such properties as 
were urgently needed for Government use. All other former enemy 
properties or theproceeds from them were to be transferred to the Philip
pine Government without compensation after the settlement of all claims 
and payment of costs and expenses of administration, or upon indemni
fication for such claims, costs, and 'expenses by the Republic acceptable to 
the United States. 

Proposal for Autonomous" Office 
The Philippi.ne Property Act provides that the powers of the President 

under the Trading with the Enemy Act in the Philippines may be exer
. cisedby. such.officer. or. agency as -he designates.:. -Inasmuch as the' Act 

\\las approved onJuly 3, 1946, only onc "day before the granting of Philip
pine independence, the immediate designation of "the Alien ·Property 
Custodian was considered the only practicable mea"ns of continuing the 

,progra.m l!t. t1!at time . 
The" designation of the Custodian does not, of course, preclude later 

adoption of an alternative arrangement. The Custod~an, the High Com
missioner, and othcr Government officials and agcncies concerned are 
agrecdthat many operating advantages could be secured by transfer of the 
function to an independent agency of the United States Government to be 
located in the Philippine Islands. The establishment of such an organi
zation is now under consideration.3 

a On October 14, 1946, the Philippine Alien Propcl'ly Administration was formally 
established by Executive Order No. 9789, subsequently amended by Executive Order 
No.·9818, of January 3, 1947. . 

==-==.~.::.. ---=-:":_c..:-=
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Claims and Suits 
Termination of hostilities and enactment of recent legislation removing 

legal uncertainties surrounding the Custodian's authority to return prop
erty to nonenemy nationals have made the settlement of claims one 
of the more tasks confronting the Office of Alien Property 
Custodian. At end ofthe fiscal year: 1946 a total of 5,749 formal c1:aim 
notices property vested. during World War II had been filed, 
of wJlich.::l,3)6_"Y:.erecreceiyed during the past fiscal .ycar., Another 20,000 
to 30,000 claims are expected to be filed as a result of recent legislation and 
additional vestings. . 

Most·c1aims received by the Office may be classified as either title claims , . or debt ~la~ms. Clai~s i!1 which .o",:,nership in,terests in ye~ted property, 
'are asserted are referred to as title claims. Claims in which creditors seek 
payment of obligations owed prior to vesting by the former owners of 
vested property are refer:red to as debt claims. If a debt is secured by a morl· 
gage or othcr lien, it is referred to as a secured debt claim as distinguished 
from an unsecured debt claim. Claims which cannot be classified as claims 
either for title to property or for recognition of security interests or for 
payment of unsecure'd debts are referred to as miscellaneous claims. Outside 
these catcgories arc' claims arising from the seizurc of property during 
World War I. 

Although an administrative remedy has been provided for the settlement. 
of claims, certain classes of persons may institute suits against the Custodian 
in the. Federal district courts pursuant to the provisions of Section. 9 (it) 

~~« _'of the Tr~ding with tlle:.E.nemy AC,t...AUhe.cndof the fiscaL year 67_Section.
--.-9-(iinuits werepeni:ling. -- ----- . -- . "'----. ----, 

In addition to suits instituted under Section 9 (a) there are 
other matters in litigation in which the Custodian is involved. 

TITLE CLAIMS,.' 

'Nature and Description of Title Claims 
Each title claim ordinarily presents two issues: 

or organization to recover vested pronprtv 

second, whether the claimant was real owner at the time 
As of June 30, 1946, the Office had received 1,310 title claims. Of 

number 886 asserted'title to vested copyrights and trade-marks; 58 
asserted exclusive licenses or other in vested patents; and 366 asserted 
title to various other types of property. 
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of claimants as reported in the notices of title 
as follows: 

Tille 10 

NOlionoW. of as reporled'in nolices etc.• Tille 10 
uiuler olher 

Tolat palenls properly 
863 606 55 202 

5 2 3 
19 1 18 

103' 98 5 
in nonenemy countries 197 139 58 
in enemy countries. 5 5 

Citizens enemy countries: 
Residing in United Stateji .. 71 29 42 
Residing in nqnenemy countries 21 8 13 
Residing in'enemycounfries,': - 26 .... 1 --:~ . 25' 

Tota! ... ,.. . ........ . 1,310 886 58 366 


At the time. the. claimed property was vested, the Custodian had· made 
determinations as to the nationality of the former owners that differ con
siderably, fro'm flat'ionalities indicated by claimants. Often the claimant 
is not the same person whom the Custodian, in his vesting order, found 
to be the owner of the property; in other instances the' Custodian's find
ings and the. claimant's statcments disagree as to the facts concerning 
the latter's resid.ence or citizenship. At the time of vesting the Custodian 
determined (generally on the basis of evidence concerning either residence 
or citizenship) that the nationality of thc former owners was as follows: 

Tilte 10 
. palenls, E.~clusiue 

TOlnl copyrights, licenses, Title In 
title ,,"d Ir(1dc- etc., under other 

c!fliliJ,f.___ /l](Irks. .. , ... j)olenls:. _ .P.mperly_
-7-8-5-- 520---4'0----225----

Japanese. . . 74 7 67 
Italian. . . . 65 13 1 51 

17 3 19 
140 4 4 

90 87 3 
Other enemy-occupied 109 102 7 

Total. ..... 1,3/0 886 58 366 

No attempt has been made to evaluate patents, copyrights, trade-marks, 
and rights thereunlder- subject to title claims. A tal;lUlation has, however, 
been made on other types of properties with rcsp~ct to which title claims 
have been filed. This tabulation is shown in Table 43. 
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TABLE 43.~TITLE CLAIMS FILED MARCH '11, 1942 TO JUNE 30, 1946; CLASSI
FIED BY TYPE OF PROPERTY CLAIMED AND NATIONALITY OF FORMER 
OWNERS AS DETERMINED BY VESTING ORDER FINDINGS 

NOTE.-The properties subject to claim arc stated·onthis table at their values as of June 30, 1946.. Cash 
income and proceeds of liquidation are included with the va.rious, types of propertr from whiCh they. were ' 
derived. l';o attempt has been made to evaluate parentI copyright, and trade~mark interests subject to 
title claims or to determine theamouDts of royaltie~ collected by lh. Officc on such interests. 

[In thousands .fdollarsl 

Oer· OtherType or properly 'rotal japan Italy France 
,~any enemy 

90.137 

Interests in vested business eDterprises.~~._~ _. __ 80,673
Real property (including mortgages) _. ___ :_. ___ _ . 680 

. 20
~t~r:~~r~dasi~~)~~~r_t~:~~~: :'~:::: ~':::: :~= ~: = 526Bank balances___ .. ________________ : ______ : ____ _ 20Notes, claIms. and eredits _______________ : ______ _ 1.348 
Interests in estates and trusts __ .. _, __ ~: _~. _~ __ .. 2.474 

Return of Property Prior to Public Law 322 

. AUTHORITY' TO RETURN VESTED PROPERTY.-The Office always has had· 


., ~~_,aJ.ithorrty~to.returnyested_propert}C._to resident.citizens_of the.:U nited.StatClS 
provided pre-vesting' ownership is· satisfactorily established. :untH the 

, , enactrri~ntof Public Law 322,,79th Cong., 2d'Sess:, approved March 8, 
1946, however, the authority to make returns to nonenemy foreign nationals 

'had been. subject to IcgaVul1certainties: Scction9 (a) ohhe-Trading with 
the Enemy Act of 1917 permits return of property to persons not enemies 
or allies of enemies. A 1941 amendment to this Act (contained in the 
First War Powers Act) authorizes the vesting or-property of foreign na
tionals, including nonenemics. As a result the problem arose whethcr a 
friendly foreign national could recover property pursuant to the original 

_Act when the vestingof.hisproperty is authorized by an amendment. 
. _ Because of this seeming im:onsistency, theCllstodian refrained from 
t:onsidering"::he ~1.aiil1s. of fricndly foreign nationals for thc return of vested 

to receive a return under Section 
aelegatlOn to the Custodian by the President on May 16, 1946, 

Executive Order No. '9725, of authority to return property to nonenemies 
Public Law 322, the Office began establishing procedures for hanoling 
of friendly foreign nationals. 

DETERMINATIONS OF VESTED PROPERTY CLAIMS COMMITTEE.-Thc 
Vested' Property ClaimsConiniittee, an administrative. body existing 
within the Office of Alien Property Custodian, determines 'whethcr 
should be allowed or disallowed.· '. ':, 

Summary proceedings are instituted by the Office General Counsel of 
the Office of Alien Property Custodian in cases where the evidcnce on file 
clearly indicates that the claims are entitled to allowance. After approval. 
of these claims by the Committee, notices of intention to return property 
are published in the Federal Register. 

Plenary proceedings entail formal hearings. A member 'of the General 
Counsel's 'office represents the Custodian. Claimants are usually repre
sented by counsel but they may appear in their own behalf. The practice 
of holding prehearing conferences attended by a member of the Com
mittee and the contestants has been followed in order to expedite the 

.144, + 

£0800£ 


proceedipgs. At such conferences stipulations concerning facts in dispute·. 
are entered into and . understandings are reached on the procedure to be 
followed at the hearings. In each case the Committee issues a tentative 
determination, which is to all parties concerned. in order that oral 
or written proposals for m()dification of the determination can be made 
before its issuance in final form. '. 

As, ofJune 30; 1946; the Committee had determined in summary' pro
ceedings 153 title claims and 5t-title claims in plenary proceedings. A total 
of 163 claims have been allowed under both proceedings. The Custodian 
has returned over ,$905,000 ofproperiy to successful claimants'! By types 
of property the; 'total amount returned. may be classified as follows: 

. 	Interests in business enterprises. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. ..... $741,000 
Stocks ..........................,.. _...................... '.' . . . . . 127,000 

- ~~?~~" ... '.'.::::::::::::::. _... :.:: : : : : : ~ :.:: : : : ::::.::: ..... '.' . . 16;ggg 
Total.: .... _........... _ . .. . ... . ....... _ , _ 905,000 


---Tfiesed()llar-am()tiiii:Sd6 -not 217 patents pateni: appffca
interests in one patent contract, and one copyright, which also have_ 

. been returned., . . . 
. STATUS OF TITLE CLAIMS AS OF JUNE 30, 1946.-As a result of these de

'tcrriiina:ti<:)nsOf theVe-steaPr-ope-I'tyCHiiinsComi'iiitiee arid -ofolher factors;' 
such as the withdrawal of claims by claimants, the number of pending title 
claims has been reduced from 1,310 to 1,091. A complete summary of the 

:status oCall 1,310 claims _as of JHne 30,.. 1946,. is as follows. 
Till, 10 " 
palelils, 

coPy
rights, ExcLusilll! 

and lit~llse.rJ Tille 10 
Slalus oj claim I((Jde~ tlc.~ un

. Allowed by Vested Property Claims Com- Total marh' tier palmls , 
163 . 151 1 9 

1 
20 .3 

1,091 50 

Total. ... ____ .. , ...... . . . . . . 1,310 886 58 366 

As a result of disposals o(c1aims,. th.e total dollar value of property other 
than patents, copyrights, trade-marks and related interests subject to title 
claims has been reduced from a total $90,137,000 to $79,976,000as of June 
30, 1946. . 

Provisions of Public 'Law 322 
NATIONALITY EUOlBILITY.-Puhlic Law 322 2 provides authority for the 

administrative return of ves.ted property· to . friendly foreign nationals. 
As drawn tlie language of the Act does not designate iii an affirmative 
manner. the persons to whom returns may be made. Rather, it provides 

I In addition $702,000 has been paid to persons who asserted claims. through suits 
under the Trading with the Enemy Act. The Vested ·Property Claims Committee does 
not consider cases in which suits are pending. ' 

2 See Appendix, Exhibit H, for text ofAct. 
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that vested property"or interests therein may be returned (provided other 
conditions discussed later are met) whenever determinations are made that 
claimants are not within the following categories: 

INELIGIBLE CLASSES 

.1. A government of a nation with'whiChthe United States has been at 
war since December 7, 1941. . 

2. Individuals voluntarily resident at any time since December 7, 1941, 
within an enemy nation (~xcept citizens of the United States and diplo
matic and consular official~ of nonenemy countries).3 

3. Individuals who were at any time, since December 7,1941, citizens 
or subjects of an enemy country and who were present at any time from 
such date to March 8, 1946, in enemy or enemy-occupied territory o~ 
engaged in business in any such terr.itory" 

4. A corporation or asso.ciationorganized under the laws of an enemy 
nation, except that American citizens or American corporations owning 

. "in. toto· the stock of-the· corporation" or assets of· the association·are eligible·to
receive a return of the vested property. 

5. A foreign corporation or association which at any time after December 
7, 1941, was controlled, 'or in whith 5.0 percent or more of the stock was 
owned, by c1aimants.ineligible to. receive a return under. the above enum-
erated provisions. However, return may be made t6 a corporation or 
association so controlled or owneci if such corporation or association was 
organized under the laws of a nation any of whose territory was occupied' 
by the military or navaHorces of any nation with which the United States 
has at any time since December 7, 1941, been at war and if such control 
or ownership arose after March 1; 1938, asan ·incident to such occupation 
and was terminated prior to March 8, 1946. 

By interpretation, the following classes of claimants are IITima facie 
eligible. . 

ELIGIBLE CLASSES 

1. Governments of countries with which the United States has not been 
...::~W.EcL?-! )~ny. .time sin_c.e.,Decemb.er:,:7.,::l9_4J..::-:::., --~-=.:...:~ 

2. American citizens, regardless of their place 
since' December 7, 1941. . . . 

3. Citizens·of allied and neutral countries who were not voluntarily resi
dent in enemy countries at any time since December 7, 1941. . 

4. Citizens of enemy countries who have resided outside enemy and 
enemy-occupied territory at all times since December 7, 1941,andwho 

. were not engaged in any business in such territory. . 
5. Corporations and other associations organized under .the laws of me 

United States or a political subdivision thereof. 
1 • . • . 

. Pubhc ~w 671, 79th Cong., ?d. Sess., appro~'ed. ~ugust 8,.1946, amc,;,-ds thIS WOVI- . 
slOn of Public Law 322 by prOVIdIng that an mdlvldual who was depflved of life or . 
substantially deprived of liberty pursuant to any law, decree or regulation of an enemy 
nation discriminating agaihst political, racial, or religious groups shall not be deemed to 
h~ve ~?lunta,:il,y r~idedin such territory. , .. 

This prov1Sl~m ~ .also amended by PublIc Law 671, which prOVides that re.turn may
be made to an mdlvldual who, as a consequence of any law, decree or regulation of the 
nation of which he was then a citizen or subject, discriminating against political, racial, 
or' religious groups, has at no time. between December 7,1941, and the time wren such 
law, decree, or regulation was abrogated, enjoyed full rights of citizenship under the 
law of such nation. 
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6. Corporations and other associations organized under the laws of non

enemy count'ries unless there was an enemy interest in such organization 
of 50 percent or more at any time since December 7,1941. A return may 
still be made if the enemy interest arose as an incident of the occupation 
by the enemy of the country under the laws of which the organization was 
formed, provided that the enemy iqterest was terminated prior to March 
8, 1946. . 

7. Corporations and -lassociations organized under. the laws of enemy 
countries are not eligible for a return, but if the corporation's stock or the' 
association's assets were wholly owned by American citizens or American 
corporations since December 7, 1941, the vested property of the organiza
tion may be returned to the American owners. 

REQ.U!REMENT OF PRE-VESTING OWNERSHIP.-The Act . provides that 
certain conditions must be met before eligible nationals may receive a 
return of vested property. One of these requirements is-that the person 
seeking a return must have been the 'owner of the vested property im
mediately prior to its'vesting in or transfer to· the Alien Property Custodian. 
The former owner's legal representative (whether or not appointed by a 
court in the United States) or successor in interC!?t by inheritance, devise, 
bequest, or operation of law also may receive a return of property provided 

" neither he nor the former owner is ineligible as to nationality. 
PROPERTY HELD UNDER CLOAKING ARRANGEMENT,-A property or 

interest, or the net proceeds thereof, cannot be returned if it was held or 
used at any time after Septernber 1, 1939, ,by or with the assent of the 
owner at the time of vesting under an arrangement designed to conceal 
the..propertyor interest of a person ineligible to receive a return under 
Public Law 322.· . . . 

RETURN MUST BE IN INTEREST OF UNITED STATES...:.....A condition prece
dent to return of any property or interest is a finding that the return 

.-is in the interest of the United States. With respect to this requirement 
me President on May 16, 1946, addressed a letter to the Custodian in 
which he stated that it was his desire that the Custodian in the administra
tion of Public Law 322 consult with other agencies and departments of the 

"-=·:Government;=·~·The-Departmerits:'of-S ta te, -T-reasliry,=-W·ar ;.~avy;-:-and:J11S;;:-:: ..:= 
,c tice were particularly mentioned, The President considered that, through 

such consultations, the Custodian would be advised of the public interest 
in such matters as national security, foreign relations, financial and fiscal 

c policy, andcommercia'l and antitrust policy, as they relate to ·the return 
! of.vested property. 

In accordance with the desires of the President several conferences have 
been held with representatives of Government departments and agencies, 
The object of these meetings WqS to ascertain the interest of each department 
and agency and to establish administrativ~ procedures whereby they 
could. voice their objections to any prospective return of. property. The 
arrangements concluded generally provide that the Office will supply 

. ' , h .' . 
': ~umm.ary. lnfo.rmatlon to each department or agency on eac tltl~ c1al~ 
(In which It is Interested. Any agency opposed to allowance of a claim Will 

. thereupon communicate to the. Office its objection. 
LIABILITY UNDER RENEGOTIATION Am OR ROYALTY ADJusnlENT 

• •. . 
ACT.-U nder Public Law 322 there mus.t be a determination,. With respect 
to the returncd property, that the Ahen Property Custodian and the 
claimant or his predecessor in interest if any have no actual or potential

' , 

+ 147 



liability under the Renegotiation Act (50 U. s. C. 1191) 6 or the Royalty 
Adjustment Act (35 U. S. C. 89-96).6 As alternatives to'these require
ments, the claimant may, provide security or undertakings adequate to 
assure satisfaction of all such liabilities or the Custodian' may retain suf
ficient property to meet any'liabilities. 

By the provisions of Public Law 322 a returnee has the right within 90 
days after return of the property to file a petition in the Tax Court of the 
United States for a redetermination in respect to any final order deter
mining excessive profits made against the Alien Property Custodian by 
the War Contracts Price, Adjustment Board. On the other hand, any 
agreements made or notices or orders issued under the Royalty' Adjust
ment Act are binding on the person to whom retu'rn is made. ' 

RETURN' OF CAUSE OF ACTION,-A returnee under Public Law 322 does 
not acquire any right of actIon against the United States or any corpora
tion owned by it, or any person authorized or licensed by it, founded 'upon 
the retention, sale, other disposition, or use of the property during the 

--period it was,-vested. -Except for--these limitations, any person_ to, whom 
retur'n is made shall have, the same rights, privileges, and obligations in 
respect to the returned property as if there had been no vesting, 

RIGHTS OF THIRD PERSONS,-Third parties, other than those who would 
be ineligible to receive,areturnoLproperty.. under.I'llblie Law 322, lJlay 
prosecute an action at law or suit in equity against a person to whom a 
return has been made to establish any right, title;,or interest in the returned' 
property.' The period of time the property was held by the Alien Property 

'Custodian is not to be included in determining the application of any 
statute of limitations. ' . ' 

PUBLICATION OF INTENTION TO RETURN VESTED PROPERTv.-At least 
30 days before making a return to a person or organization outside the 
United States, the Office must publish in the Federal Register a notice 
of intention to mjilke the return. After publication of the notice, the prop
erty to be returned is subject to attachment by any, United States citizen, 
resident, or corporation'. The writ of attachment must be served upon the 
Custodian and issued prior to the return. If the notice to return is re,__7=.-vokedi"the, attachmenUs jn",alidate,9-,.-:'f.he-Rurp-ose,0f. thisc[lrovision is _to, 
give American creditors time to attach property for the satisfaction ofdetiti 

, before the property or its proceeds can be withdrawn from the country. 
RECOVERY OF EXPENSEs.-The Custodian is authorized to retain or re~ 

cover from any p'roperty or proceeds returned an .amount not exceeding 
expenses incurred for the conservation, preservation, or maintenance of 
the property'or of other property returned to the same person. 

ATTORNEYS' FEES.-No property can be returned unless a schedule of fees 
paid or to be paid to all attorneys at law or other representatives for services 
in connection with' such return has been furnished to the Office, This 

, The Renegoiiation Act authorized a War Contracts PriCe Adjustment Board created 
by the Act to renegotiate certain war contracts where there are excessive profits. If the 

'contractor and the Board fail to reach an agreement with respect to the elimination of 
the excess, the Board is authorized to fix the amount thereof. The contractor has the 
remedy of filing within 90 days a petition with the Tax Court of the United States for 
a determination of the excessive profits. 

e The Royalty Adjustment Act provides that, if the head of any department believes 
that royalties paid -by a licensee to a licensor on Government procurement are exces
sive or unreasonable, he can after notice and hearing fix a fair and just rate. If the 
licensor objects'to the rate, he has the right to sue the Government in the Court of' 
Claims: ' 
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schedule Can be approved only iithe fees do not exceed fair compensation 

for the services rendered and if the total fees do not exceed 10 percent of the 

value of the property returned. Provision, however, is made for'judicial 

review of these determinations in the district courts of the United States, 

which are authorized to approve larger fces if circumstances warrant. 


P(eparations for Administration of Public Law 322 

EXEQUTIVE ORDER No, 9725.-The first step in making preparations for 

the administration of Public Law 322 was the cxecution by the President 

on May 16, 1946, of Executive Order No. 9725, by which the Alien Pro

perty Custodian was designatcd as the oHicer to administcr the act. 


PREPARATION or- FORMs.-In order to obtain necessary infonnatiol1 

upon which to act under Public Law 322, the Office has devised nc\\' claim 

forms. Form APC-1A is for use by all clainJallts except inventors who seek 

return of patents or patent applications; Form APC-1B is for use by in

ventors.' Persons who have already filed a notice of claim on another 

form, however, need not file again unless spccifieaJ!y requested to do so. 


-, 'FILING OF TITLE" Cl.AIMS' BY -RESIl)ENTS 'OF -FciREIONCOUNTRlEs.-Nego-- • 
tiations are being conducted with,several foreign countries to establish 
procedures under which residents of these nationsinay submit title claims 

, for return of property, interests,or procceds vested in the Alien Property, 
Custodian. -An agreement already concludcd -with ,the French Govern-, 
ment provides that residents of France may submit their claims to L'Office 
des Biens et Intcrets Prives, 146 Avc'nue Malakoff, Paris; for'certification 
that they have not'collaborated with the enemy. That agency will then 
forward the completed claim forms to th'e Office of Alien Property Custo~' 
dian. 

Similar arrangements probably will be made with a number of other 
foreign countries.7 It is not expected that such agreements will be 'made 
with all nations since the amount of vested property _formerly owned' 
residents of many countries is relativcly smalL 

MEMORANDUM OF UNDERSTANDING WITH FRANcE.-On, May 28; ! 946, 
the Governmcnt of the United States and tIl{: Provisional Government of 

'the French Republic signed a Memorandum of Understanding regarding 
~:':si:ttlerrient":for:'::bend'Lease,recipl:ocaJ:-aid,-'surplus::.::\var-=property;-"and::..c. . .::...c:...o::

claims.' Under this agreement the French Government assumed the 
o~ligation to process and pay all unpaid claims of French residents arising 
'out of the use or infringement in war production of patent rights held by 
them. This includes claims for royalties involving Fretlch patent rights 
vested in the Alien Property Custociian that arc subject to return under 
Public Law 322. Hence, royalties arising out of war production and paid 
to the Alien Property Custodian with respect, to such patent rights by an 
American manufacturer are to be retained by the United States and not 
paid to the French claimant. Similar agreements with certain other 
countries are contemplated. 

DESCRIPTION OF INDIVIDUAL TITLE CLAIMS 

The Office published during the fiseal year a book containing -the full 

text of final determinations of the Vested Property Claims Committee 


I An agreement with the Netherlands provides that residents of that coiintry may 

.submit their claims to De N~derlandsche Bank, N. V., Arnsterda!fl. 
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issued prior to May 16, 1946, in plenary proceeding cases.s Although thes(' 
determinations are not, in all respects, . precedents for the allowance or 
disallowance of similar clairris asserted pursuant to Public Law 322, it is 
believed they are of value to those who anticipate assertion of ownership 
claims under the new law. . . . . 

Two title claims reported in the above-mentioned volume and discussed 
below are exemplary of the issues involved. The first case involves princi
pally the nationality issue and the second case is concefned mainly with the 
ownership issue.· . 

Claim of George Yamaoka 
By Vesting Order No: 176, dated September 28, 1942, the Custodian 

vested 390 shares (97.5 percent of all the· outstanding shares) of Meito 
China Corporation, a New York corporation, as the property of specified 
nationals of a designated enemy country (Japan). Included in the vested 
shares was one registered in the name of George Yamaoka, a nativecborn 

. United States citizen and a resident of New York. The vesting order 
recited that the national interest required that he be treated as a national 

'of a~designatedenemY'country (Japan); _ ..... ~~ 
Ya'maoka filed Notice of Claim No. 573, dated April 13, 1943, and.a 

hearing was held before the Vested Property Claims Committee on 

Since 

20,1945. The facts as developed at this' hearing disclosed that the 
ant-was a member of a New..York law. firm which in .1940 was counsel 
for Nagoya Sisto Kaisha, Ltd., a Japanese company·with a branch office 
in New York City engaged in importing and selling c.hinaware. Early in 

Nagoya caused Meito China Corporation to be organized and trans· 
its American' business to that corporation in exchange for 400 

shares of Meito China stock and $10,000 in cash. Of the 400 shares; 389 
were later transferred to officers and employees of Nagoya who were resi· 
dents of Japan. At the same time one share was transferred to the claimant. 

The first question which the Committee had to decide was whether the 
claimant was the beneficial as well as the legal owner. At the hearing the 
claimant testified that the share of stock was a gift to him from 
that no other person had an interest directly or indirectly in it, 
it was not subject to any limitations on his right as a shareholder. 

.-... -..:;... cc.·:.:neither tliear-ticlescnor:·the .by"laws.of :Melto.China nor.::the,corporate=law. 
of New York required directors to be stockholders, it was clear that the 
share was not issued to qualify the claimant as a director. Payment of a 
dividend to the daimant, which he included in his personal tax return, was 
evidence that the beneficial ownership rested with him. In addition, the 
Committee decided that it would be unreasonable to assume that Nagoya 
intended to cloak the ownership of single share of stock when 389 shares 
were registered in the names of residents of Japan. On this evidence the 
Committee held that the claimant was at the time of vesting the beneficial 
owner. 

The second question was whether the claimant was a national 
recover at the time of hearing. Since he was an American citizen 
at all material times in the United States, recovery could not be denied on 
the ground ·that he was an enemy as defined by Section 2 of the Trading· 
with the Enemy Act, as amended, for the reason that an American citizen 
can acquire enemy status, as thus defined, only by residence in enemy 

. I· For sale by the Superintendent of Docume.nis,. U. S. Government Printing Office, 
Washington 25, D. C.; price, 35 cents. . 

150 + 

90£00£ 

or enemy-occupied territory. The claimant according to the Committee 
was not a "foreign national" as defined in Section 5E of Executive Order 
No. 8389, as amended,9 for the reason that he was an American citizen 
residing in the United States and determination that the claimant was the 
legal and beneficial owner precluded a holding that he was a person 
acting or purporting to act directly or indirectly for the benefit ot on behalf 
of a foreign national. 

The Committee further decided that the claimant was not a foreign 
national bi virtue of the fact that Meito Corporation was a "foreign na. 
tional." Although the claimant may have acted in a broad sense for or 
on behalf of a foreign national, in his capacity as oflicer and director of 
Meito, his activity did not rest upon his ownership of the claimed share. 

It was also determined that the claimant was not a national of "desig
nated enemy countries" as defined in Section 10 (a) of Executive Order 
No. 9095, as amended, ror the reason that this category is merely a sub
classification of "foreign national" as delined. in Section 5E or Executive 
Order No. 8389. Although the vesting order recited that the national in
terest required that claimant. as. a national of a designated 

. ~e'nenly ·cc)imtt·y; the' COlninittec it\v,is' no 100lgcriri'thc Ilationar 
interest for the claimant to be. treated as a national of a designated enemy 
country and that a .retention. of the claimant's property.would not serve 
the purposes of the Trading with the Enemy Act, as amentled, or rdated 
executive orders. . 


The Committee issued a final determination on December 3, 

allowing the claim. 


Claims of Paul Gutschow and Ph~lan' Beale 

. The Custodian by Vesting Order No. 166, dated September 24, 1942, 
vested 240 shares of the common stock of Jungmann & Co., Inc., a Dela
ware corporation. Paul Gutschow, by Claim No. 957, claimed ownership 
of the vested shares by reason of an alleged bona fide purchase prior to 
vesting from Helmuth Voss, a German .citizeq' of Hamburg, Germany. 
Phelan Beale, by Claim No. 959 alleged Gutschow pledged them to him 
as security for a 

.. _4~, ~1240,.0.n !"h' 
'S8;000'of principa 
zens elf the. United States. 

Voss and Gutschow were both shareholders from the date of incorpora
tion of the company, and by 1925 Voss owned 240 shares and Gutschow 
the remaining 60 shares. Beale had organized the company and thereafter 
served as its attorney. 

In 1939, after the outbreak· of war, Beale suggested to Gutschow that 
it would be prudent to take some action to prevent seizure of Voss' stock 
in the event the United States became involved. It was suggested 
Beale that Gutschow offer to purchase Voss' shares for $15,000, and that 
he, Beale, obtain the funds for such purchase by render\ng a bill to 
mann & Co. in that amount for past legal services and, as soon as he re
ceived the money, loan it to Gutschow. At this time the net worth of the 

• Section 5E of Executive Order No. 8389, as amended, reads in part: 

HThe term 'national' shall include ... 

H(iii) Any person to the extent that sueh person is, or has been;sinee such effective 


date, acting Or purporting to act directly or indirectly for the benefit or on behalf of any
national ofsuch foreign county. ..... . 
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loan of $15,000 at four percent interest, executed 
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Company was $73,000, and Voss' equity, based upon his ownership of 240 
shares, amounted to approximately $58,000. 

On April 10, 1940, Gutschow, assisted by Beale; wrote a letter to Voss 
setting forth the above plan. 

Voss replied that he had absolute confidence in Gutschow but he wanted 
to· know what guarantees could be made in event of Gutschow's death, to 

which Gutschow cabled that Voss could repurchase the shares for $100 

each. On May 23, 1940, Voss sent a radio message to Gutschow agreeing 

to certain proposals "on condition that when danger passed old state is 

reestabliShed" and that Voss had the right to repurchase for $100 in case 

of Gutschow's death.: ·Gutschow replied that the death option was legal 

but that the further condition would impugn the good faith of the trans


. action. To this message Voss consented to waiving further conditions, 

adding the phrase "with full confidence in you." . 

. The Committee held that the transaction was not intended to transfer· 
beneficial interest of the stock in view of the conditions that prevailed 
internationally in 1940, the inadequacy of the payment of $15,000 for the 
240 shares,--inc· fact that even this-inadequate-consideration-emanated-from 
the treasury of the corporation, and the existence of an option to repurchase 
at a nominal sum·. As a consequence the.Committee on May 13, 1946,· 
issued a final determination disallowing the claims.· - . 

DEBT CLAIMS 10 

Description of Debt Claims 
As of June 30, 1946, there are pending in- the Office a- total Of 3,502 debt 

claims filed by claimants whose notices of claim indicate that· they are 
eligible for consideration (i. e., as to unsecured debt claims, ·United States 
citizens and noncitizen residents eligible under Public Law 671; as to· 
secured debt claims, all classes of persons eligible to assert title claims under 
Public Laws 322 and 671). 

TABLE 44.-DEBT CLAIMS FILED BY APpARENTLY ELIGIBLE CLAIMANTS, 
PENDING AS OF JUNE _30,1946, CLASSIFIED BY NATIONALITY OF DEBTORS 

-=-IAmountsCln.thous:inds 01 dollarsl: ,_.c =- .:.:~:.:.-:....--=~=:..-

Nationality oC debtors from ,,,hom 'property was vested Number or 
claims 

Total 
amount 
claImed 

Amount or 
claims that 

couId bepaLd
Hallowed! . 

ve~~err~~~c\:'J~~~~~~t~~\~~~el~:~.:I~!~1 ~~I~;ntft~~lnvM~~.;o~~~t~~e~~~.d I~I~~ ~~~f:~rJ 
the estimated value of the property was lower, the total amount claimed was sroled down to that amount. 
No attempt has been made to tAke Into consideration accrued taxes Cor which claims have not been filed,
possible gaIns or losscs on liquidation 01 property. charges to be made by the Office to delray Its admLnLs· . 
trative expenses, or posslble ruture vestings of additional property of the same debtors. . 

_ 10 ·For ~ detailed discussion of debt claims see Annual Report, Office oj Alien ProPtrIJ 
Custodian, fiscal year ending June 30, 1944, pp. 137-141, and Annuat Report, Office oj Alien 

. Property Custodian, fiscat year ending June 30, 1945, pp. 168-171. . 
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Table 44 classifies these claims by nationality of debtors.'r! It also COm

pares the· face amounts of these claims with the amounts that could be 
. paid thereon from assets vested from the debtors. The amounts payable of 
$43,802,000 are substantially less than the $104,073,000 face amount of 
Claims because the total claims against the property of I).umerous debtors 
greatly exceed the value of the· property. SeClired debt claims constitute 
$8,022,000 of total debt claims; if found valid, they can be paid almost in 
full. 

In addition to the 3,502 claims shown on the table the Office has received 
414 other claims that may be classified as "debt claims." InCluded among 
these are 48 claims for a total of $765,000 that have been withdrawn by 
claimants and· 366 unsecured claims aggregating $2,861,000 that were filed 
by nonresident foreign nationals, for whom no remedy on unsecured debts 
is contemplated by the pending legislation described below . 

. Authority to P.ay Debt Claims 

. Authority of the Custodian to pay debt claims was still in doubt during 
-the fiscal"year~and the Office -cbntinued to -follow a policy ohvithli61Qin~~ 
action on such claims. Although the decision of the Supreme Court in the 

case. of Cabell v. Markham 11 settled by judicial process the right of an 
American unsecured debt claimant to maintain a suit under Section 9 (a) 
of the Trading with the Enerriy Act, the Custodian continued_to· seek'. 
legislation to provide an orderly basis for the disposition of debt claims and 
·to establish a priority system among creditors. 
Ac~ordingly, the Office .drafted a new bill (H. R. 5089), which was 

introduced in the House of Rcpresentatives by Represcntative Sumners of 
Texas on December 20, 1945, andrefcrred to the Committee on· the 
Judiciary. Although hearings wen~ held on this bill, no specific action was 
taken at that time. A substitute bill (H. R. 6890) was introduced on 
June 26, 1946. [2 

MISCELLANEOUS CLAIMS 
As ofJune 30, 1946, the Office has on file a total of 523 claims that cannot 

appropri<:tely be classified as either debt Or title. They may be grouped as 
-follows: -- ---~.. _-___ ._ ___ _~__ .. ' ____ .- - .--: . ~_._ ..c:..:.. ___ • 

.1. 142 claims ask damages of $3,060,000 based on torts or breaches of 
contract. . 

2. 10 claims seek compensation for $27,626,000 of property vested Or 
confiscated by enemy governments or their agents. 

3. 29 claims have been filed under supervisory orders terminated or soon 
. to be terminated. . 

. II For a more detailed discussion of this case, see p. 155. 
12 H_ R. 6890 was approved by the President on August 8, 1946, and became Public 

Law 671, 79th Cong., 2d Sess.. This law authorizes the payment from the assets vested 
from a debtor of the debt claims of citizens of the United States or of the Philippine 
blands; those of corporations organized under the laws of tlTe United States or any 
State, Territory, or possession thereof, or the District of Columbia or the Philippine 
Islands; those of other natural· persons who are and have been since the beginning of the 
war residents of the United States and who have not during the war been interned or 
paroled pursuant to the alien enemy acts. The law requires that, after payment of taxes 
and administrative expenses of the Office, priority be given to claims for wages, services 
and claims of the United States. Creditors' claims cannot be paid until the time for 
filing claims against each· debtor has expired in accordance with bar dates to be fixed by 
the Custodian, until pending title claims for return of the property have been determined, 
and until the property is sufficiently liquid to permit payments. Any defenses which 
could have been asserted by the former owner can be used by the Custodian. 
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4. 118 claims have been made by executors, trustees, remaindermen. 
contingent heirs, and other persons seeking to protect interests of a contin
gent character in property held by the Custodian. These claims have 
generally been filed in estates and trusts cases in which the Custodian vested 
9r demanded property on the assumption of continuance of life of certain 
residents of enemy territory. If, in any ,case, this assumption is incorrect, 
right to the property may hav~ pa~sed, under laws of inheritance or accord
ing to the terms of trusts, to nonenemies. , 

5. 201 claims have been erroneously asserted with respect toproperty not 
vested in the Custodian. 

6. 23 claims have' been filed for a variety of purposes" generally from 
misunderstandings of the types of claims that the Office may consider. 

While some of these miscellaneous claims (particularly those in group 4) 
may ultimately be reclassified as title or debt claims, in general they are not 
claims cjf types toward which the Custodian may take any action. ' 

-SUITS..AND _OIHERJUDICIAL PROCEEDINGS 
In accordance with Execu~iv~-Ord~r No.' 5ii42-~f'April" 20; 'Ei42 , -the-' 

Department ofJustice represents the Alien Property Custodian in litigation 
in which the Custodian has a direct interest as plaintiff, defendant, or 

: otherwiseP This work is performed within the, p'~partment of JIlstice by 
. the Alien Property Section of the Claims Division. In referring' cases to 
the Department of Justice, the Office submits allalyses of ' the legal and 
factual' problems involved, together with recommendations as to conduct, 
of the litigation. After referral, the Officc 'cooperates with the Alien 
Property Section in the collecting of evidence and in othcr phases of the 
preparation of the cases for trial. . . 

During the fiscal year ending June 30, 1946, the Office was interested in 
a total of 1 ,880 ~uits and other judicial proccedings, as comparcd with 
1,489 during the preceding fiscal year. ,The various types of litigation 
involved are indicated in Table 45, and sections which follow discuss the 
nature of this litigation ac<:;ording to the classification in the table. 

Table.45.":::-SUlTS AND OTHER JUDICIAL PROCEEDINGS IN WHICH THE OFFICE 
--'OF-:AUEN"PROPE-RfY-=CUSTODIAN'-WAS-INTERESTED;,FIScAL.::.YE~~SJJ46 
A~1~ 

Number of suits during 
, fiscal ycar-

Tn}(" of CfJurl, matter 

1946 IM5 
-~------'-:-'------.--------:----,------·--1-----.---

1.880 I 1.15') 

I. A~f~~n~ [~) ~~t::,r:.Jl~.!~~:e~fth~tfc0*';:::;,t/i~i.b~~'a~~~~~J.~n~~:.sc::. 3181 
19262. Actions Te'lating to banks or insurance companies in liquidation~. __,_'_~. ~* 
II133. i\tatters relating to corporate or individue.l insolYencies .. ~~ ... ~ -~~~.~ -... 

879 b6Il4. Matters InvoJving customs, tlUes, or assessments. ~ ~. _.~~_~_~._. -_~_ .. -~~ 
3'15, Matlers r1!lating to patents, trade-marks, or copyrlghts ..._____ ---------- , ~ 2:! 

510 
6, Actions relating 10 real property .. __ .. ______ ,_. --. -- - .-- -- -- -- -- -- -- -- --

522 
52.~: ~a~:::~!navdO~~ft~s.~~~ .~~ ~:~~~t~:::::::::::: :::::::::::::::::::::::::::1 56 

ll. Criminal actions, . _____ ' . ___ .. ____ .. __ .. _.. ' . ___ .. __ ... _______ . __ ._ .. ___ . i 5 5 
!a 

242 2:J11I?: ~~~l}!~~;~!~:~~::~~~:~~.~~~:~~-:~ .~~~:~~ .:~~:-:::::::::::::::::::::::I 
II The only litigation handled directly by the Office of Alien Property Custodian 

involves representational activities described in Ch. IX, "Property Under Judicial 
Supervision," pp. 129-13t: ' ' 
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80£00£ 
Section 9 (a) Suits 

DEBT ACTIONS.-Scction 9 (a) of the Trading with the Enemy Act, as 
amended, provides that a person, other than an 'enemy or an ally of an 
enemy, who claims an interest in vested property or asserts a debt claim 
against the former owncr of such propcrty, may institute a suit in a Federal 
district Court for recovery of the vested interest or payment of the debt. 
Until the Supreme Court handed down its decision on December 10,1945, in 
the case of Cabell v. Markham, 326 U_ S. 404, there was considerable doubt 
concerning the right of an unsecured creditor to maintain a suit for, the 
payment of a debt in view of the provisions of Section 9 (e) of the Act, 
which was added in 1920 and amended in 1928, Subsection (e) provides 
that no debt should be allowed under Section 9 "unless it was owing to and 
owned by the claimant prior to Octobcr 6, 1917" and "unless the notice 
of claim has been filed, or application therefor has been made, prior to the 
date of the enactment of the Settlement of War Claims Act of 1928." The 
Supreme Court held, however, that the limitations of Section 9 (e) are ap
plicable only to claims against property seized during World War I and' 

·-thiiCthe righCto stieon adebt'grantedby-9(a) has-not·been--wholly-with-.~ 
drawn. The Court, however, expressly reserved decision whether Section 
5 (b) of the Trading with the Enemy Act permitted the Custodian to 
adopt regulations affecting the payment of any judglllent obtained upon 

--such dcbt., (Subsequent toJune-30, 1946,.the approval of Public Law 671 
provided for the orderly settlemcot of debt claims by administrative action 
in a manner designed, to prevent inequities possible under the previous 
legislation.. The right to institute suit on a debt was removed by that 
statute, which suhstitutes judiCial review of administrative detert1linations.) 

TITLE ACTIONS.-,-A question of basi<: importance to the administration of 
the Trading with the Enemy Act is whether a foreign national has the right 
to maintain snit undcr the provisions of Section 9 (a). This problem is 
presentcd in the case of .l!ebersee Finallz-Korf!oralioll v. Markham·, a Sccliol1.9 
(al suit brought in the District Court for the District of Columbia by a 
Swiss corporation for thc return of controlling stock in five American COr
porations. In the District Court the Custodian's motion to dismiss the 
complaint on the ground that the plaintiff was a foreign national and, 
therefore.c....ineligiblec:: for...:the:..remed y.:: cof•. r:etllr.rl.o_lJy_judi<:.ia1:. order,__ was .:: 
granted. a 

A Section 9 (a) suit now' pending is Akliebolagel Vargos v. Markham, in 
which plaintiffs seek to recover 535,000 shares of stock of American Bosch 
Corporation. The foreign natipnal question is also involved in this suit 
as it is in Swiss Bank Corporation v. Markham, which involves 44,000 common 
shares, 2,225 preferred shares of Schering Corporation of Ne\'V Jersey, 
and shares of two affiliated New York corporations, all of which the Cus
todian seized in ·1942. In the latter suit plaintiff alleges it had received 
the securities as collatcral for a loan'1Tlade in 1942 to a Swiss corporation. 

, In Littell and Marks v. Markham, plaintiffs seek recovcry o'f all the out
standing capital stock of American HyalsQI Corporation, ia patent holding 

U On appeal, the United States, Court of Appeals for the District of Columbia, in 
a two-to-one decision rendered October 21, 1946, rejected the Government's conten
tions that the effectiveness of the power to vest property of foreign nationals gra,nted by 
Section 5 (b), as amended, depended upon the Custodian's ability to retain property 
which he is authorized to seize and that the remedy of an aggrieved foreign national is 
not by a Section 9 (a) suit but in a suit against the United States for compensation under 

, the Tucker Act (28 U. S. C. 250). A review of this deci,ion has been granted by the 
Supreme Court. ' 
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company owning valuable patents licensed to DuPont and to Proctor and 
. Gamble.· The stock was vested on the theory that the shares were bene
ficially owned by German interests. Standard Oil Company v. Markham,u 
a case involving large sums of money and many important patents, is now 
of! appeal. ' , 
Actions 'Relating to Banks and Insurance Companies in Liquidation 

During thd'iscal year the Custodian, as successor in interest t6 the Bank 
. of Japan, discoritinued an action against the New York State Superintend

ent of Banks to recover, a disputed obligation of approximately $17,333,000 
.' of the New York Branch of the Yokohama Specie Bank. .Withdrawal of this 

suit will enable domestic creditors of the New York Branch whose clail1'!s , 
are payable under the New York banking law to receive payment of theIr 
claims in full. The Custodian's action will enable the Office to obtain 
more expeditiously the excess proceeds remaining af~er payment of the 

·--claims: of-domestic·creditors~and ·the expenses of liquidation.· ,-- ,., -
MaffersRelating to Corporate or Individual Insolvenci.es ' 

. .... h d' 
. The Interests of credItors of.Insolvent enterpr~es, as well as share 01 ers 

60800£· 

todian had an interest in 49 patents and 16 patent applications'. This case 
was settled by a consent decree under which the Custodian obtained clear 
title to the German-originated patents for nonexclusive, royalty-free 
licensing. A similar case, United States and Alien Property Custodian v. Bendix 
Aviation Corporation, involving 131 patents and 15 applications, was·likcwise 
settled by a consent decree in which the Custodian obtained similar relief. 
Actions Relating to Real Property 

The largest single group of suits relating to real property in which the 
Office has been interested during the past fiscal year involve mortgage 
foreclosure proceedings. In a number of instances the Custodian brought 
foreclosure proceedings based upon vested mortgages. In' other cases 
persons holding mortgages on vested real estate instituted the proceedings. 
Of particular interest to the Office was the case of Carodix Corporation v. 
Tieri et al., 185 Misc. '947, 58 N. Y. S. (2d) 277, decided by the Supreme 

'. ~Court,· ·Westchester ·County; 'Octobcr- i 6,-:--1945: In -this-case the-action' 
was to foreclose a, tax lien affe~ting pro~erty to which title ~as in t?e Aliyn
Property CustodIan. A motIoll to dIsmISS the complaInt agamst the 
Custodian was granted on the ground that a state court had no jurisdic- . 

Interests, have been vested In a number of Instances. Many of these.. h f hAl' PC' d' h h C . -. '. . '~'. '. '"., .-' 'h' . "A ..._,
co['?pa.~lIes~re In bankruptcy, reorga.mzat~on, or rea:lvers Ip. ppropnate 
actiOn IS be~ng taken to assure the protec,tiOn of the mterests of the Govern
~en~ therelt,l. In pro~~bly the most Important of these, cases, that of , 
Slleslan-Amerrcan Corporat!on v . .i>!arkham,156 F. (~~) 793, ~h~ Office has '
been able .to strengthen Its ,PosItion by a Court declSl.on req~.IIrIng that ne~ . 
stock certI~cates representlIig the vested sha,res be Issued In the ~am: ? 
th~ CustodIan. The Supreme Court, however, has granted certiorari m 
thIS case. 

Maffer~ Involving T~xes or Assessments . . '. 
As a.result of vestmg th~ assets of.cert~m enemy natIonals, the Custodian ~. 

lIon over t e person.ot e len roperty usto lan-and t at-! e ourt· 
had no jurisdiction of the subject matter of the action. The Court stated 
that enemy property vested in the Custodian becomes property of the, 
United States and a suit against the Custodian in his official capacity is a . 
suit against-the United States .. That being true, the Court held that sp~-
'cific,s!atutory authority to institute the suit had to be found and that the 
only statutory consent to suits against ·the Custodian is that provided by 
Section 9 (a) of the Trading with the Enemy Act. A,ctions permitted' 
under this section must be brought in the Fcderal courts. 

Matters Involving Estates and Trusts , ,. . 
Litigation' pertaining to 'estate and trust .matters covcrs a widc range of 

bccame the owne: of cla.lms pendm~ m thc Customs Court or the -r:ax ':problems found in thc law of rlccedcnts' estates. \Vills have been denied 

"'_. _...,_ Court. These claims agams.t t~e ~m~edState~ are for refund, of ~x~esslve ,:"·cprobil,te t:>~C3~,U!ie of ttt: l<1-ej< Q( formaL~(:,c!lti.s:m,}Inc~hte_infl.llen.ce,_alld. tb<;: .... _ ._._ 

-.----. - duty-charges.or-for-reappraISal-of-the:.value-of:..~roperty, upon._wh.lch.chal-_ ;-Iack- of lc'sfan'ientary--capa-dty olf-tne parCCWthe-decedent, 'among other ----- Il-ft


lenged .rates of duty h~ve been ~pph~d. Pendm~ a determinatIon as to 
the .action to be taken In connectIOn With these claims, no st~ps ~ere taken 
durmg . the past ~sc.al year other than to complet~ substItutIon of the 
~ustodlan as. plaIntI~ m such cas.es. The proc;edmgs have been con
tInued from time to time upon motton of the JustIce Department. 
MaHers Relating to Patents, Trade-Marks, or Copyrights .' 

Because of the vast nu!mber of patents and patent applications vested by 
the Custodian, the Office is frequently involved in litigation in the Patent 
Office and in the Federal courts. Several vested patent applications which 
have been rejected by the Patent Office are the subject of appeals taken to 
the Court of Customs and Patent Appeals. In this type of litigation the 
Custodian has been substituted in place of the former plaintiff. Examina. 
tion of patent contracts, licenses, and other similar agreements in which 
interests have been 'vested has disclosed sO.me to be in violation of the 
antitrust laws; as a result' the Custodian has joined with the Antitrust 
Division as party plaintiff in several antitrust suits, One of these suits was 
United States and Alien Property Custodian v. Merck & Co., in which the Cus

, 
15 See Annual Report, Office oj Alien Properly Custodian, fiscal year ending June 30, 1~45, 

pp.178-179. . 
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;,; 	 reasons: In many instances it has been necessary 10 establish genealogy 
. 	 in cases of intestacy in order to prove the Custodian'S right to share in an 

estate. In numcrous cases claims against decedents' estatcs were resisted 
successfully or substantially reduced. 

Frequently encountered in estate cases' is the question whether enemy 
~ationals survived the testator. In cases ,;,here no v~sting order ,has bec~ 
ISSUed, the courts have h~ld .the .presumptlon of contmuan~e of lIfe .apph

;t cable an? awarded .the dIstrIbutIve sh~re to the enemy natIonal subject. to 
'" ,the vestmg auth(;mty of the CustodIan. In some cases where ves~mg 
;,.. ?rders have been Issued the courts have refused .to follo~ th~ pr~sumptIOn; 
~. m <:thers they have held th~t they were ~o~nd ,by determmatIOns In the 
;. v.estmg orders and ~ave awarded the dIStrIbutIve shares of enemy na

tIOnals to the CustodIan. .' 
"j, The Supreme Court ruled m Mar~ham v. Allen, ~2~ U: S: 490 (19~6).that 
'" a I:e~eral court has un~er .proper clr~umstances JUrIsc!IctIOn to adJudI~a~e 
~. the rIghts between I,>artles mterested In an ystate, although t~e est~te IS In 

J.' Pro.c~ss of probate m a state court. In at l:a~t two cases mvolvl~g t~e 
t;, vahdlty of trusts where the trustees were unwIllmg to seek constructIOns m 
'. s!~te courts, the Office !ound it nec~ssary to initiate suits in Federal dis

tnct courts to have the Issues determmed. 
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At the present 'several estate matters in certain western :states are 
being held in abeyance pending a decision by the Supreme Court of the 
United St"ates in the case of Allen v. Markham.'6 This case involves the 
validity of a California reciprocity of inheritance statute, which is similar 
to statutes in several other western states. These statutues, in general, 
provide for escheat to the state or for passing to otherwise 'eligible heirs in 
cases where property is left to .aliens residing in countries which do not 
have reciprocal inheritance laws. 
. Legal p;oblems:have ~Iso arisenconcer:n!ng ~he ~csting of pr.opcrty held 
In the Umted States for Incompetents residing In enemy countnes. In two 
cases it was contended that the incompetents' did not have the mental 
capacity to change their domiciles and therefore must be regarded as 
having continued their domicile in the United States. The Appellatc 
Division of the Fourth Dcpartment of the State, of New York in one case, 
Iil the Application of the Alien Property Custodian, 60 N. Y. Supp. (2d) 897, 
directed that the property of an Italian citizen, residing in New York at 
the ·time -he .became .an incompetent, -be delivered._to_ the Custodian _pur~' 
suant to his order. Josephberg v. Markham, 152 F. (2d) 644, involved 
property vested Alfred Cerutti, a nat!lralized American citizen who 
went to Italy after- he became' an incompetent. In an action under Sec

--tion 9 (a) of the . .Trading.with the Enemy Act,.the l)istrict CourtJor the 
/ Southern District of New York dismissed the complaint on the ground that 

the incompetent was an enemy or a national of an enemy country within 
the definitions and meanings of the Trading with the Enemy Act and, 
Executive orders issued thereunder:. The Circuit Court of Appeals rcversed 

. this decision, holding that an American citizen whose presence in Italy was 
for reasons beyond his control did not become a resident of Italy or an. 
enemy or a foreign national under the Trading with the Enemy Act. 

, • • 17 • . 

Causes In Admlr~lt! .. . .... 
One of the principal questIOns In admiralty litigatiOn was whether the 

Custodian was entitled to be substituted in place-of enemy niitionals in' 
actions by the Unitcd States for for!"eitur:: of. sa~)otagcd .A?ds ves~els. Thc 

.G01Jrt Q[_bp'p'~~l§fO!_th..e~Thlrd Circuit; m an opmlon filed Decem

TC'onC"Olr fJ I 0 C. 

to' summary possession of vested 

on the constitutionality of Section 5 (b) of the Trading with 

as amended by Title III of the First War Powers Act, but was 

the Circuit Court of Appeals for the Sccond Circuit. 


DESCRIPTION OF INDIVIDUAL CASES 

Silesian-American Corporation v. Markham 

156 F. (2d) 793 (C.C.A. 2d, 1946) 

. ' . 


.0t? Noveml?cr 17, 1942, .the Cu~todJall veste~ shares of stock of the 
Sllesl!'ln-Amencap Corporat~on which were re!?lstered in the name of 
a SWISS corporatIOn, the ce:tlficates, howcver, bClng. held by certain Swiss 
banks as pledgee~. The vestl!1g was based upon a findmg that the shares were 
held by the SWISS corporatIOn for. the benefit of a German corporation. 
On F~bruary 12, 1 ~43, the Custodian made a demand upon the Silesian
An;er:can C!JrporatJon to:canc~1 t~e shares registered .in the !1ame of the 
SWISS corp<?ratlOn-and -to' Issue m·; lieu -th.ere.ofnew- ce.rtlficates-m the -name-· 
of the. Allen P:op~rty Custodian. SileSian-American CorDoration. a 

~. _debto.r m :eorgamzatlon under Chapt~r. X of the . 
that. It might not be protected agalI:st the regls.ter~d . 
-~artlcular:ly the appbed to the Dlstnct Court for_ mstru,c· 
tlons.. .. .' 

The baSIC quest.lOn Involved was th~ power of the Umted Stat~s to compel 
the trans:~r of. alien property. UntIl ~he amendment. of Sectlon 5 (b) of 
the TradIr~g with the Enemy Act, by !~tle III o~ the 'First '-Y!'lr Powers Act, 
1941! Section 7 (c) was t~e only provlSlon !?ra!1tmg the Presl~et?t power to, 
reqUire the transfer of alien property and thiS power was lImited to the 

, 	propertY'of an ene~yor ally of enemy. However, the amended Section
?(b) !?ave the PreSident. the p.ower not only to investigate th~ transactions 
mvolvlng any property m which any foreign national had an interest but 

. also to compel the transfer of such property.· 
. The appcllant objectcd to thc constitutionality of Section 5 (b) on two 

;. grounds: namely,. that the amendment delegates an unrestricted discre-
1945-;-rtlled-thaClne -Custodian' nad'-sucK-i-ight:-':·-T-nis.:holding-was·:: ,o-.;.:.:.:tion-:cto_the -President-;__and .doescnot.:proyide ~'jusLcoinpensation~' for.;seiz-- 
the case of The Antoinetta, 153 F. (2d) 138, on which certiorari was .. ures. After that the amendment rested upon the powe~"to provrt1e- - 

the Supreme Court on June 10, 1946. 
Matters Involving Property Seized in World War I 

. . . . 
pendmg at the begm~llng of t~e fiscal concermng property 

. World War I was stdl undcclded at closc of the fiscal ycar. 
Miscellaneous Litigation 

Of the cases which do not lend themselves to classification under any of ;< 

the above groups, Markham V. Taylor is one of the most important sinee it '; 
involves the Custodian's right to summary poss~ssion of property vested in 
World War II. The case was instituted by the Custodian to gain possession ,to 
of money due and owing to foreign nationals, whose interest in property 
was vested, which the defendant refused to deliver to the Custodian. In 
Silesian-American Corporation v. Markham, 156 F. (2d) 793,18 the Custodian's 
'. 15 ••• • ",~ 
, _For a dl~Cllssl.on of t~l~ ca.:e, s<;e p. 1.60. .. . ',. ·c._ 
17 For a diSCUSSIon of htlgatlOn mvolvmg shIps In which the CustodIan has vested 

interests, see Annual Report, Office of Alien Proptr/y ClJ.Stodian,jiscal year ending June 30, 1944,
127-128. 


For a discussion of this case, see p, 1~9. 
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for the common and general \-Yelfare," the Court held that the 
power to sei~e. property I!lay be law,fully conferred without
fix the condItIOns and, smce the law provides ,for exercise of 
through "rules regulations", it could not be said that 
would be to unascertainable duties or penalties; that 
the themselves. It suffices that the power is to 
whenever. 'mition~1 i~terest demands the prescribed action. 

Conce.r!1mg the obJectIOn. that the Secti~m was lfnconstitutional because 
no provIsion was m~~e for Just compensal1on, the CoUlit. stated that it was 
settled. by. n:any deCISions that "w.hen the United States seizes the property 
of. an Indlvld.ual , not an. enemy, In pur.suance of a public purpose, it im
phedly pr<?mlses to pay Just. compensatIOn, and that such promise is 'just --, 
compepsatIOn' under the Fifth Amendment." 

Havmg held that the. ~mcndment to Section? (b) w~constitutional, the 
Court affirmed the deCISion of the lower court mstructmg that new cenifi, 
cates of stock be'issued to th C d' C' . h b

e usto Ian. ertloran as een granted
by the Supreme Court. 
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Allen Y. Markham 
·156 F. (2d) 653 (C. C. A. 9th. 1946) 

.. On January 23, 1943, the Alien Property Custodian issued Vesting 
Order No. 762 to take "all right, title, interest and claim" of four German 
nationals "in and to the estate of Alvina Wagner, deceased, and all the 
right, title and interest and estate" of those German nationals in and to the 
decedent's real property in San Francisco. By a California statute, effec
tiveJuly 1,1941. a foreign national residing outside the United States may' 
be barred from participating in' distributions of American estates· if the 
foreign' country does not permit· American citizens to inherit property 
within its borders. Six heir claimants in California who were disinherited 
by the will instituted a. proceeding in rem in the California probate court 
to determine who was entitled to distribution of the estate. Seeking to 
frustrate any attempt at invoking the statute, and to secure a judgment 
ordering deliverance of the estate to him by the executor, the Custodian 
brought an action in the United States District Court for the Northern 
District of California against the executor and the California heirs. The 
District Court held that the California statute was unconstitutional be

·cause it entered the field of foreign·relations, 'a- domahf-reServecf6tdusive!y
to the Federal Government. Crowley v. Allen, 52 F. Supp. 850 (N. D. Cal., 
So. Div. 1943). The Court did not rule on the status of Article IV of the. 
1923 Treaty of Friendship, Commerce and Consular Rights between the 
United-States and Germany (44 Stat; 2132);-which provided for reciprocal' 
rights of inheritance.. ' . 

On appeal the 9ircuit Court, of Appeals for the Ninth Circuit, without 
decidirlg on the merits, reversed the I?i~trict Court on the ground that the 
matter was exclusively within the probate jurisdiction of the state court. . 
147 F. (2d) 136 (C. C. A. 9th, 1945). On January 7,1946, the Supreme 
Court reversed this deCision and remanded the case to the Circuit .Court 
for deCision 'on the merits. Markham v. Allen, 326 U .. S. 490, 66 Sup. Ct. 
296 (1946). . 

In this second trial of the main issues of the case, the Custodian claimed 
that in accordance with the German American Treaty of 1923 the property 
had been inherited by, the German devisees, and was thus subject to vest· 
.i.\;lg by, the. Office.. The appellants contended that the reciprocal inher

a reciprocal inheritance agreement, the property vested in them by opera· 
tion of the California statute. The Custodian claimed that the statute 
was void because it is in conflict with the Constitution of the United States 
in that it invades the fields of foreign relations and war powers, which are 
reserved exclusively to the Federal Government. 

The Court ruled that Article IV of the German American Treaty of 1923 
had been abrogated by the declaration of war between the United States 
and Germany because its terms were incompatible with the existence of.a 
state of war. The California statute was held to be valid and constitutional, 

. thus vesting title to the 'estate in the California heirs-at-law. Allen v. 
Markham, 156f. (2d) 653 (C. C. A. 9th, 1946). 

Petition for certiorari to the Supreme Court will be filed,t9 and, if granted, 
·the validity of the California statute will be finally determined. This 
determination will affect further action in suits brought under similar 
statutes in Montana, Nevada, and Oregon. 

Petition for certiorari was filed on October 18, 1946, and granted on December 9, 
1946. 
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I Excluding fifteen irregularly employed and part-time employees. . 
• Includes employees assigned only to Managers of the branch offices. Most employeesin these branch o.ffices are members of other administrative units and are classified 

accordingly. ' 

OffiCials of several of these major administrative units constitlltean 
Executive Committee, which advises the Custodian in formulating policies 
and determining administrative actions. 

An organization chart of the agency is presented as Chart 3. 

...Changes in Organization 

The Division of Real Estate and Liquidation was established on January 
7, 1946, and the Division' of Business Management and Control, on January 
13, 1946: These new divisions were organized to perform duties previously 
assigned to the Division of Business Operations and Liquidation. The 
functions of the .latter division were gradually transferred to. the two new 
divisions, so that by July 15, 1946, its affairs were concluded. 
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Organization 

, -:Throughout the fiscal year 1946 the Office continued under the direction 
of Mr. James E. Markham, as Alien Property Custodian and Mr. Francis 
J. McNamara, as Deputy Alien Property Custodian. 

Administrative Units 

. The Office of Alien Property Custodian operates through administrative 
· units constituted on a functional or regional basis. These units and the 
· number of employees in each at the end of the fiscal year are listed below: 

Administraliv, Unit 
. Office of the Custodian. 
Office of the Executive 
Division of Personnel: 
Division of Administrative Services. 
Office of the Secretary, ....... , . 

Office of the General Counsel ..... . 
Comptroller's Division. , ............ , '.' . 

Vested Property Claims Committee. . .. . 
Division of Research and Statistics, . . . . . . . , '. .''' 
Division of Investigation .....•.... , ....... ' , , , ......... . 

Division of Real Estate and Liquidation, ..... . 
Division of .B!,~iness Mat\agement and Control 
Property D,vISIon .... , . . . . . .. . ......... ,. 

Division of Patent Administration, ...... . 
Manager of the New York Office ' ....... , , .. . 

Manager of the San Francisco 0 ffice ' .. , .... . 
Manager of the Hawaiian Office "." .. ,', ... , ... , ........ ' 18 

Manager of the Philippine Office ... , . 42 


Nwnber -oje-;"ploYe~s 
as of June 30, 

1946 1 

8 
3 

-16 
101 

16 
83 

,75 
6 

... ' ... 34 ' 
93· 
22 
27 

127 
76 

3 
8 
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GreOOE 

The Division of Personnel began operations on May 5, 1946, and the 
Division of Administrative Services on June 30, 1946. Those two divisi9nS 
were organized to perform functions formerly handled for the Office by the 
Federal Deposit Insurance Corporation, The Division of Administrative 
Services took over the messenger and duplicating services from the Federal 
Deposit Insurance Corporation. In addition, it was assigned certain 
functions from other administrativc units of the Office of Alien Prop.erty 
Custodian: the handling of records, mail, and files, from the Office of 
the Secretary; and supply and procurement operations, from the Office of 
the. Executive Officer. 

The Philippine Office was established in Manila on September 12, 1945, 
following the Japanese surrender.! Shortly thereafter a suboffice was set 
up in Davao. .

I See eh. x, "Philippine Program," pp.134-13fi. 
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time employees as ofJune 30, 1946, i1; shown below, together 'with compa
rable figures. for June 30, 1945: 

, 1{)t1(j 1945 

Washington, D; C: .. .,' ..... ,.' ' , ..... , , ' , , , . , . , 1 437 327 
Newyork .... """",.", ,.;" .,"",.,',., .... , 205 332 

28 45
~!,~c~~~~i~~~ : : : : : : :: : : : : : : : : : : : : : : ' : : : : : : : : : : , , .. 26 29. 
'Miscellaneous field offices within the continental United 

(Bos.~on only in 1946),:""",."" .. """" .. , ... ", 2 6 
HawaII .. " ""., ........ ,'., ,., ... ,,'.,"', .... ,"',. 18 21 
Philippine Islands, . , ... , , , ' , , , , . , .... , . , , ..... , .... , , , , , 42 

TotaL ........,;" ... " .. :".,., .. " .... ,'''''' 758 760 

l'Includes nine employee~ on dctail8br~6d to carry on lnvcst'jgatlons in Germany. ' 


The increase in number of personnel in the Washington .office is primarily 
due to the increased work-load in activities· centered in Washington, and, 
is offset by the decrease in the number of employees assigned to the New 
York, Chicago, and miscellaneous field offices' 

Litig~tion Work'p~'Jorm~-d by D~p~;i;;'ent ~n~sti~e-
The Alien Property Section of the Claims Division of the Department of . 

Justice continues to handle litigation invglving the .office, as provided in 
,Executive Drder·No. 9142 of April 21, 1942.-. At-thec1ose of the fiscal year. 
the Alien Property Section employed a staff of 97 persons to perform this 
work. 

.. * -~"-"- --_•• > 
-~ 
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Finances and Accol,Jnting 

The' administrative expenses of the .office of Alien Property Custodian 

are p,aid from funds acquired by the Office through the vesting and admin

istration of property. The amount that may be expended is established 

by annual authorizations by C9ngress. The .office maintains detailed 

accounting records on its own finances, on vested property, and on' con

trolled business enterprises that are in process of liquidation. 


__ .. _JI~A_N_CE_S 
During the fiscal year ending June 30, 1946, administrative expenses of 


the .office of Alien Property Custodian totaled $3,441,000, compared with 

a total of $3,563,200 authorized by Congress. A statement of. these ex


"penses and the means·by·which they were financed-is shown in Table 46.' 
The table also presents comparative data for prior fiscal periods. 

Congressional AuthClri%.~tions 
, Authorizations' for ·the expenditure of funds by the .office during the, 

fiscal year were made in three appropriation acts. 
INITIAL J\UTHORIZATION.-The .office initially requested of Congress an 

authorization to spend during thc fiscal year ending June 30, 1946, a total' 
of $3,370,000. This sum was the estimated amount required to discharge 
functions that were being performed on July 1, 1945, and did not allow for 
new programs on which the .office began work later in the' fiscal year. 
The .office was authorized by Public Law 156, 79th Cong., 1st Sess" of 

17,1945, to spend $2,500,000. . 
:A.u,THOR!ZA'HoN.:-::On,_December..::.28,c;::t9A5 i ..:the:.:Dffice_\vas=.;..;;..:::..:::..::.-=-=:-. 

granted a deficiency authorization of $730,300 in Public Law 269, 79th 
pong., 1st Sess. This amount was for the following purposes: 

Cash and securities program (new work under Executive Order No. 
9567) .. : .... : .. : ' ... , , ... , , , , ,.. . . .. . , , ' , .... , , , ' , , .. , . , $250,000 


European investIgatIon program .. , , . , , , , , , , . , , , .' , , , , ..... . 65,200 

Philippine Islands program ..... , . , . , , , , , .. , , , .. , , , , , , . , . , . , ... , . , 83,700 

Additional work under old programs. , .. , .. '""',",.,''''."'," 249,800 

Additional reimbursement to Department of Justice for litigation ex

penses, , , .. , ... "', ....... ,' .. ,",."'.,, .... ,""",.,,' 81,600 


730, 300 
I 

For the first three pr()grams there had been no previous authorization. 

Additional funds for the remaining two programs were justified on the 

ground of increasing work backlogs. 


INCREASED PAY COST AUTHORIZATlON.-The .office was authorized to 

spend an additional $332,900 by Public Law 349, 79th Cong" 2d Sess., of 


. April 19, 1946. This Act was passed to provide funds to all Government 
establishinents for the payment of the general increase in salaries that went 
into effect on July 1, 1945 .. 
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Tabla 46.-ADMINISTRATIVE EXPENSES AND MEANS OF FINANCING, FISCAL 
PERIODS 1943 THROUGH 1946 

NOTE.-The statements shown on this table for the fiscal years 1943.1944, nnd 1945 are not identical with 
t.hose sbown in Table 32 of tbe Annual Report, Of}lce of Allm Propertv eu.todian, !i,eal v,ar md;nu Jun< 
30, 1946. owing to adlustments mado subsequent to June 30, 1945. 

1042\ July 1. 1943\ July I, 1944\ July 1, 194.7 
to 

1943 June 30, 1944 

ADMINISTRAtIVE EXPENSY.S" 

$3,365,676.47 
106,938. 32~:::;Svoe~~~~:~.I~::::::::::::::::::::::::::::::: $2, ~~~: ~~?: ~ 

Transportation 01 tbings. ......................
Communication services. _ .. ______ ~ _____ _______ 

20,722,86
63,369.31 

31,709.63 
6J. 735. 32 

Rents and utilities ... c................. · .... ·.. 
Printlng'Bnrl binding ......·..................... 

312.226.43 
62.357.80 

346,121. 48 
235,876.93 

Other contractual services... 
Supplies and materials.... ...................... 

19S, 52Q. 79 
61,370.07 

207. 3U. 81 
23,293.49 

Equipment.............. ..................... 250,952.22 43.818.00 
Reimbursement to DeplI.rtment oC Justice___ .. _ 81,164 . .58 202,131. 69 
Reimbursement to Federal Deposit Insurance 

Corporation.................. __ . c. ........... 

TotaL ................. . 


MY.AN~ Of f'INANCfNfI 
\ 

1. 	 Avnilahlr. from 'World War I A/hnjni};l.mtin~
Rxpense Fund...... 
. Less: Amount 

Warl 

2. 	 Available Irom'World War II Vested Prop· 
. erty.(unds: 

(a) R:~~~r~~c~ra~1~r~~~ ~~~~crIr:;~_~_ 
(b) 	Oeneraftra.nsfers of cash from \'estcd 

property funds ................... . 
Add: Adjustment. on account of 

reserve (or 'World \Var I cx~ 
penses. ~ ____ . _~ ~ w ~. _ ~ ~ •••• ~ ••• ~ 

, 
3, Heccived BS reimbursc:rnent (or expenses in· 

curred -in representing persons' resIding
behind enemy lines in court or admln~ 

4. R!~~.~d~r~~O~fs~Jf:~:~~i~~t~~CcS; ~. --~ M W_ 

-
_._4_1l8.:,_9_,J8_:_41_1.--'---'-___ 

4. or.:;, 08IU1 

125,000·00 

3, 938, OSS. 71 

77, 207. 38 

~(.) IAcen"" ices•. ,~C<lJRIs frolIl. sa!.e of. • 
~=='-''---'' ':"·patent-cataloguest'and-othcr' reo"1--'-=-'-'---'-'-'" 

eeipts........ : .............. ,...... 24,51;6.31 


(b) 	R~~:fo~Si~~rn..,ale .~I. r~~~~:iShed ____ 

TotaL .....................: .... 4.569.729.1\3 

Means of Financing 

to 10 
June 30, 1945 June 30. 1946 

$2,842,616.46 $2,412,1'130.04 
67.041. 58 1'13,046.04 
4, 777,29 17,013.93 

52,224,26 49.425. fiI 
21lS, 832. 75 221,402.20 

58,185.99 01.480.05 
12Q.I04.00 82,8,;9.05 

10,699.08 3O,147.2Q 
14,910.06 16,997.99 

248,852.29 3Ii8.48l.41 

137.8.J5.I:~~~~I= 

23,905.51 

482.074. 51 I 4,639,551.18 I 3,700.421.32' 

/. 

. 607,074. 51 

21,695. SS 

·c :';;::-.=-.::..:1::::=__• __. 

126, 52i, 42 12l'. 915. 96 

116,273.10 87, 29R. 63 

4, 950, 559. OS 3,002.303.30 

'90.22 

15,117.16 

3,165,616.46 

131,704.80 

While authorizations for the expenditure offunds by the Office are made 
by Congress, no appropriation is made for this purpose. The funds ex-' 
pended by the Office are those that it has acquired from its operations, 

Essentially there are four sourc~.s of funds from which the Office may 
draw to defray its administrative expenditures. These sources, and the. 
amounts derived from each, 'are indicated in Table 46. Summarily they 
may be described as follows: 

1. World War I Administrative Expense Fund.-The $4,063,088.71 of 
unexpended administrative funds .left over from the World War I Alien 
Property Custodianship paid for the greater part of the Office's expendi. 
hires during its first year of operation. Of this amount $125,000, reserved 
for future use on World War I matters, remains unexpended. . 

2. 	 World War II Property Funds.-The greater part of the Office's admin

166 	 + 
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__" .,"~__ ", ..f....D . .L... C.._The. reduction ..in_exp~.ns1i~.!lE.!ifof. .person·aloser.vices,resulted-=-:-=.:-· --, 
·-·~-.~'·Ir" .from -a-forcecfpersonneJ' eurtailment to .keep within budget limitations. 

V3.0.i2,,2 ; 

__-=5, 658. OS , 
:1.441, 199. 2'J 
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istrative expenses is borne by property vested during World War II. There 
are two methods by which this property is drawn on to pay administrative 
expenses: (1) Recoveries of expenses from v'ested enterprises and other 
property; (2) General trangers of cash from vested property funds. During 
the past fiscal year $15,117;16 has been recovered and $3,165,616.46 of 
transferred funds were expended. A discussion of the conditions under 
which these two methods are used may be found in the succeeding section 
on allocation of expenses to individual alien accounts. 

3. Reimbursement jor Representation Expensu.-The Office has represented 
a large number of persons residing behind enemy lines in court and admin
istrative actions and proceedings in the trnited States. In about two-thirds 
of these cases the Custodian has not vested the property interests of the 
foreign nationals represented because they were not enemy·nationals. The 
Office recovers expenses of representing these persons by issuing special 
cost-and-expense vesting orders. During the past fiscal year 289 of these 
orders, covering' 2,013 cases, were issued. The total amQunt recovered 
during the fiscal year was·$131,754:80.·-· '... 

4. Miscellaneous Receipts.-The Office continued during the fiscal year to 
receive some income from miscellaneous sources. Fees for nonexclusive 
licenses under vested palerits, 'receipts on sale of patent catalogs, and 
miscellaneous items· yielded- $93,052.72, and"receipts from the' sale' of 
republished periodicals aggregated $35,658.08. 1 

Nature of Administrative Expenses 
. A classification of the administrative expenses of the Office according to 
objects for which the expenditures were made appears on the upper half of 
Table 46. Of the total of $3,441,000 expended during the fiscal year, the 
major items were personal services ($2,413,000), rents and utilities 
($221,000), litigation services provided by the Department of Justice 
($358,000), and administrative and personnel services provided by the' 
Federal Deposit Insurance Corporation ($138,000). . . 

There were significant decreases compared with the preceding year in 
the amounts expended on personal services and for services rendered by the 

Reimbursement to the F. D. I. C. decreased because of the gradual taking 
over by the Officc of its oyvn service functi~ns. during the fiscal year. 

The most significant increase was for reimbursement to the Department 
of Justice. The progressively greater volume and complexity of alien 
property litigation required the Office to provide greater funds to the De
partment to represent the Custodian in matters before the courts. 

Allocation of Expenses to Individual Alien Accounts 
ADMINISTRATIVE EXPENSES.-Up to 'the present time,' administrative 

expenses have not been charged; to any appreciabl~ extent, against specific 
properties. In general such. ·charges have been made only under two 
conditions: 

(1) If property is returned to a nonhostile national, a charge is made 
against the individual alien account (i. e., against the property returned) 

1 The program for republishingleriodicals was terminated during the fiscal year and 
advance subscription fees collccte in the fiscal years 1944 and 1945 in the amount of 
S63,691.03,were refunded. Thus the amounts shown for periodical publication receipts 
for these fiscal years on Table 46 are.S63,691.03lcss than the amounts shown in Table 41 
of the Annual Reporl, O.llie. 0/ Alien Properly Clls/odina,fiscal year ending June 30, 7945. 
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for the expenses incurred in conse~ving, preserving, and maintaining the 
property'. This practice will.be continued with respect toretu'rns made 
under Public Law 322, 79th Congress, amending the Trading with the 
Enemy Act, which provides that: 

'. . .' The Custodian may retain or recover rrom any property or interest or proceeds 
returned pursuant to this Section [§ 32] or ,Section 9 (a) of this Act, an 'amount not 
exceeding that expended or incurred by him for the conservation, preservation ,or 
maintenance of such property or interest or proceeds or other property or interest" or 
proceeds returned to the same, person .... 

(2) If expenses are incurred on behalf of business enterprises controlled 
the Office, they are recovered from the enterprises in order to avoid 

enrichment of minority stockholders and creditors at the expense of the 
Government. 

The charges in each of these situations represent amounts that were di
rectly attributable to the specific propcrties and that were originally paid 
as administrative expenses of the Office. 

Charges madeunder these circumstances, however, represent the'recovery 
'ofoilly'a"small-proportion"of"the"Office's 'administrative 'expenses." "This 
may be noted from Table, 46, which shows that, of the total expenses of 
$3,441,199.22 for the fiscal year'1946, oI1ly $15,117.16 was recovered Jrom 
specific properties. .,.' 

Thus far, except' under certain circumstances such as those 'described , 
above, it has not been considered necessary to allocate administrative ex
penses among the various accounts. So long as the property is not returned 
or disbursed but remains wholly under the ownership of the United States, 
it is immaterial whether or not' the Office's expenses are allocated among 
specific properties. " , 

In the future the Office may have to .broaden the scope of allocation to 
individual accounts if H. R. 6890 becomes law.2 A section of this bill rdat

to the payment by the Office of debt claims against the' former owners 
vested property includes the following provision: 

Payment of debt claims shall be made only out of such money included in, or received 
as' net'proceeds from the sale, use, or other disposition of, any property or intere.st owned 
by the debtor immediately prior to its vesting in or transfer to the Alien Property Custo
.dian" which remain. after .deductionof.(l} .the.amount ofthe expenses oLthe"Office ,of_ 

--"Alieri'Pr-opert}"Custooian, inCliiding ootnexpenses in coiinection with"i;ucn property or 
in terest or proceeds thereof, and such portion as the Custodian shall fix of all the other , 
expenses of the Office of Alien Property Custodian, and of.taxes . ; . paid by the Office 
in respect of any such propcrty or interest or proceeds and (2) ,such amount, if any, as ' 
the Custodian may establish as a cash reserve for the future payment of such expenses 
and taxes•••• 

In accordance 'with this provision it is proposed to charge against indi
, vidual accoilnts (1) all thDse administrative expenses that were incurred 

specifically in connection with properties in the account and (2) a prorata 
share Df the general expenses of the Office. The latter charge will probably 
be made by debiting each enemy account with a percentage Df the total value 
of the account. The percentage used will be sufficiently large to. cover both 
administrative expenses defrayed by general transfers frDm WDrld War II 
funds and expenses defrayed out Df the Worlfil War I administrative expense 
fund. 
,DIRECT MANAGEMENT EXPENSES OF VESTED PROPERTY.-In additiDn to 

charging administrative expenses to particular properties, as described. above, 
the 'Office has also charged immediately against vested properties expenses 

2 H. R. 6890.became Public Law 671, 79th Congress, approved August 8,1946. _.. 
168 + 
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incurred Dutside the Office specifically on their behalf. These charges are 

not reflected in the administrative expense accounts of the Office but 

in the vested property aCCDunts. 


A distinction must be made between these direct management expenses 

immediately borne by vested properties and administrative expenses in

curred withm the Office in connection with specific vested ,properties. 

The former, consisting Df suc,h items as fees to local real estate agents re

tained to manage vested real property, are paid directly 'out Df vested 

property funds. The latter, representing such items as salaries of employees 

Df the Office, must, of course, be 'paid initially as administrative expenses. 


ACCOUNTING 

Accounting R~cords of the Office 

As of June 30, 1946, the Office of Alien Property Custodian carried on 


its bDoksa tDtal of 34,000 World War II vested property accounts. Each· 

_<l.<::.~6u!1~ lis!s_property heJd aS,the result of the vesting of prDperty of a 


single national (or, in exceptionalcases; 'of groups' of riationals)." Tne total 

,number Df items of property carried, exclusive of cash, was 67,400.3 All 

transactions directly involving, property vested from a given natiDnal are 

posted ,to these vested property aCCDunts. Each acco.unt shows not only 

u'nliquiaat'ed property held' but 'also ca~h receipts Df'principal and inCDme 

and direct expenses charged against the specific account. "

In addition to vested property accounts the Office also maintains account

ing rccords on ,prDperty held in safekeeping, 011, property seizcd in World 

War I, and on administrative receipts and expenditures. 


Audit 

In accordance with the policy followed in prcvious years, the accounts of 
 (. 

the Office Df Alien Property CustDdian have been examined as Df June 30, 

1946, by certified public accountants. The report Dn the audit, conducted 

by Arthur Andersen & Co., appears on page 170 .. 


Accounting for Vested Enterprises, 

, ·...:..:.::..AicCifjtin"e;:;30~1940,-:-the:0ffice"::ma:infained' tile cboDKs·of-accoUnts:of-21 

vested business enterprises! Most of these enterprises are in liquidatiol"\, 
and have no. staffs of their Dwn for either accmmting or other purposes. 
In addition, the, Manila Office handles the accounting work of the ~2 
vested enterprises in the Philippine Islands. The remaining 124 vested 
enterprises, chiefly operating C})mpanies" either maintain their Dwn account

ing records Dr have their bODks kept by state superintendents of banking 

and insurance or by, trus tees in bankru ptcy . 


With respect to many of the business enterprises maintaining thcirown 

acqounting records the Office analyzes monthly or quarterly statements 

submitted by the managements and reviews their accounting systems and 

tax prDblems. Public aCCDuntants are usually engaged to' make annual 

examinations'of the books Df these enterp'rises and to prepare all tax returns. 


S An item in somt! instances may embrace a number of individual properties. This is 

particularly true of copyrights since the encmy interests in thousands of works covered 

by a single music catalog may be regarded as a single item, ' 


I The Office also maintains the accounts of approximately 20 subsidiaries of thcse 

enterprises and performs any remaining' accounting work in connection with nearly 

50 completely liquidated companies, 
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ARTHUR ANDERSEN & CO. 

67 WALL STREET, NEW YORK 5, N, Y., 

Mr. DONALD C. COOK, January 7, 1947. 
Direclor, Offici: <if Alien Properly, 

Diparlmmt <if Justict, Washington, D. C. 

DEAR SIR: We have examined the general accounts maintained by the Office of 
Alien Property Custodian for the purpose of controlling vested assets and recording 
accountability therefor. In connection with this examination. for the period from June 
30, 1945 to June 30, 1946, We have reviewed the system of internal control'and the ac
counting procedures and have examined or tested accounting records and other Support_ 
ing eVidence, by methods and to the extent we deemed appropriate. Our examination 
was made in accordance with generally accepted aUditing standards applicable in the 
circumstances and inclUded all procedures which we considereg necessary;' Sud} 
examination inclUded a test-comparison of_assets. recorded aCprincipal balances or 
nominal amounts, with the vesting·ordernssuea therefor; test.check of acknowledgments 

._of vesting oheal'estate, patents, copyrights and trademarks; test.check and confirmation 
of recorded cash receipts; test·examination. of accounts and vouchers covering adminis. 
tra tive expenses and other disbursements; reconciliation and confirm{ltion of bank 
accounts; count of securities and personalty in the possession of employees in offices of 
the CustOdian; confirmation,of vested'assets ih the Possession of others atJune 30, 1946; 
and r.eyjew.of procedures' followed in disposing of vested assets as to compliance with the 
pOlicies set forth in regulations governing such disposals. . 

We had previously made similar examinations for various.fl.criods f"om March '11, 1942 to June 30, 1945. . . 

The accounting records of many of the enterprises vested (corporations, partnerships, 
sole proprietorships, etc.), both in operation and in COurse of liquidation, were maintained 
in offices of the Alien Property Custodian. We reviewed the available accounting records 
of enterprises so maintained, except for those in Honolulu and Manila. Our 'review 
included the reconciliation and confirmation of bank accounts, count and confirmation 
of securities heJd in the United States, and review of m'\ior disposals of assets (other 
than sales made in the regular course of business) since dates of vesting, but we did not 

. audit the accounts of such enterprises. With the exception of enterprises in various 
stages of liquidation whos~ aggregate assets were relatively minor in amount, and of 
a few enterprises not under'the exclusive control of the Ahen Property Custo.9ian,the.c-; 
accounts of the enterprises, including those Whose accoLJnting re.<:.ords:are'irtaintained'by 
their OWn personnne!, have been examined·.bycindepinderit Public accountants as of or 
since dat..~ .0Lv<;!!!ing.~ReportS··0f'the independent public accountants, submitted for.~-,.••. ·.c.:our.inspectioO:;-indicate that in many instances such accountants either did not express 

--- an opinion, or gave a highly·qualified opinion,.as to the financial condition of such enter.pris~, ~ecause of inadequacy of available records or inability to confirm accounts with foreIgn tnterests. . . 

Subject to the comments in the preceding paragraph, .in OUr opinion, the exceptions 
disclosed by OUr examination as ofJune 30, 1946 were not relatively significant. Very truly yours, 

[s1 ARTHUR ANDERSEN & CO, 
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EXHIBIT A 
List of Vesting Orders Issued by the Office of Alien Property Custodian, 

July 1, 1945 to June 30, 1946 
NOTV-: 'l'hi~ lisl, Includes \'csl,ing orders. find alllendments nnd supplcmcnls thereto, issll~tI by Ihe OrHce 


of Alien Propert,y Custodian {rom July 1. 1\145 t~ June 30. HH6. find published in the Federal Hcgi~ter, Fol~ 

lowing thc rcgulnr numerical series of \'c.sting orders there Ilre 1ist~t ord(':rs in the 500-;\ series and the Philip~ 

pine serics. Amcndments and supplements arc cited immediately nfter t~c respective orders, The FederaJ 

Register gh'cs for each order the dat.es of signing. filing nlld lHlblishing, and tile complete text. . 


5070 Copyright mtert'sts o( M P. BelaletI........................................~ .... 10-0082 
5071 lone patent; and nll nghts of Dr. Vogt & Co.• Chenllsetie Fnhrlk In fI oontrnct v<ilth 

.• Adam Dernhard, relntlng thereto. .. .......... ........... .....• ....... ........... 10-10133 
son One patent; and all rights of Ji'crnseh A. O. in n contrnet 'wit.h Forns\\ orth Tclcnsion 

Inc. roln.ttng to a Dt1.tent. . -. - .• --- -.~ --- -- -.... ~ -- -~- ~ -. - .... -. -._. --... - - - -. - .. 10-10134 

~~~ X~r;~~~ 1~~J~~t~n-c.-lini{ i';lc;{\~i in-n·l;;t~il-t; !\I~;lnil illic1ividt.~f i~\-j;.·t·tllr~i~ tntl'rt'st itl" 10-10.34 
npntcnt __ ~ __ ._._._ ..•.• _.. l(}-10t3,jI,')075, Our: patcnt _____ .. ___ ..•_____ . _.. __ .•. _. ____ .... ~_. __ .~_~"._._~. __ ~ ___ ~_. ___ 10-10135 

VOiG All rights of Minna Auel in the estate of Emma 1.·Schoedde._~'_M' ... _" .. ___ ._._ ... 10-8872 
ron The sum of $8,100, dist.ributnble to CSI.ha.rine Sievers find others un(tcr the estate of 

5078 1 A~~~5 [~.fl?;·~~~j~c.}lfii{int(trest~ffi eertnit, -rcn"t"llropcrt.yIocatcli"'11 ii~osc~:r'li ·coi;llt.;.: ~ 1(}-ssn 
Mont.. nnd fl bank OCMunt owncd by r<;rnst. Acl"t'.h~L ... ........... _ • ___ ••• _~ 10..... 10002
_._ w 

M7U All riqhts of Mrs.. John Llwl~1turst nnd othf1rs in tlw (>stnt.c or Sophio Gn~lrt\ow ..__ ~ 10-8873 
5080 All or Lhc Cl\fJitnl stock of Imoto Bros .. Inc., nnd nll rights or .1'. Inloto &. Co. Ltd.• 

and others in the debts of that corpomtjon._ .• ~ .. __ ...• _______ ._. __ ".~.~_. _____ .__ 1I-7064 

~~ g~~~~(g~7:t~~~.R~~t~it~j~r~~r~n~~!~~YUXt~i·rYn~~~~io;lnis~: ::: ~: :::::: ~.~::::::: i~~~~ 
SOS3 An rif!;hts of Anna Roters nnd others In the trU$t crontcd under the will of l~lisnhcth 

. Oennlng................... ..• .......... ...................... ................. 10-8873 
5084 All ri~ht.<; of Knrl Altschul nnd other In n trust o..<;t.nh1ishcd ulld('r l~d~1~t.Il.!£..9l..trust 1__ ~. -~--=---

Vesting 
·order 

No. 
_..  Summary description of proper~y vested 

Federnl 
Register
citation 

50691 All rights of Margaret M. Plppcnbrlnk In the estate of Henry D.nleIMerquerct .••• llo-S48.1 

c:ft~~S~~i~;olpl~~t~_~~I~~d 'iii-H"(,noitifli:,;: H'C~o;\·ilc~(i -h:v~-iii~iclli Akinnk-n.-::::: ~g:~~~
':'-~=·.,"""-I-An ttndtvldcd onc~h8.lf interest In certain renl property located. m KnOXVille. Tenn., I 

I owned hy Claro Dcn; and nU of her rights in elnims ngnlnst tho City of Knoxnlle. 10-10406 
5087 AU ri~hts of Dengo NnkRynma in two insurance poiteH's _.~ ___ ._._._~.~_. ___ ... ___ . 10-9807
50881 Certa.m real property loeated in Palisades Pork, N. J • and ono mortf!RgC owned by 

Paul \Veiss; and all-of hiS rights in rertam Insurance poliCies and III claims agalOst \ 

ReInard WeIss and Otto Venlno, Jr......................................... : .•. "llo-UOT8
=~n·r~~[~;j·oscar·seiie~i'j\i:us;;,;min·th;,·cst8ic;;(CI;lr;;C:s't;"cbi"r~::::::::::::::: :g:~~5

5091 ICertain rcal property located in St. Louts. Mo•• owned by Peter Alt and others: and 
all of their rIghts in two insurance polJclcs and in clnlms against St. Louis Union 
Trust Co. and/or IIcmmclmann & Spackler Rcal Estate Co .... · .......·•·•·· .... 110-1I912 

5092 Cash Nlprcsentmg the proceeds of n bank account owned by Antonio CeHo. ___ •. _~. 10-9133 
5093 Certain real property located In Brookbll. N. Y. owned by Caroline Beyer and 

others; and all of theIr fights In two Insurance polIcies and m claims against HlldA. 
L. Weyer and others............................................................ j 1(H)972 

5094 A~:;;~~c~\:;~~h~lll'J~~~:.~~~!~.!~~.<l<l~:~.~:.",.I~~.~~~::~~h!e.~~~~~~:.~~~ ••.'~ 11~133 
5095 All rights o( Michael Deck and others In the estete of Leo Beck ..................... 10-9238 
5096 AU rights or Paul Braun in a mortgage participation certificate of Dond &: Mortgage

Guarantee Co. _____ .. ~. ____ ~._. ~.~_._ .........• __•... ____ . __ ... _~_.~_.~:. __ ~_ ... _ lo-mil 

5007 All rights of Dora Dltlerleh and others In the estate o( Leonard Dot..r.... ......... 1~239 

0098 Ail rights of AmaHa Frenssen nnd others in the trust created under the wH10C C. H. . 


Einh.usen.................... ........... ..• .•. ..•.•••.• ...................... .... 10-9239 

5099 All rights 0/ Wilhelm SchweIger In the estate ol1'heodor Feigner.................... 10-9240 

5100 All rights o( I,.ura Sabo anct her children In the cstate of Leonard J, ~·rutlnskL.... IIHl240 

5101 All rights of Dietrich Roscnbrock anct others in tho estate o( Fred H.v.rt........ ..• 10-9240 

5102 All rights o( Niekolaus Muller and others In the e.stnte of Eva Hoff ................. 10-9241 

5103 All rights o( Jooob Sch""fer In the ostate or EllUlbclh KASeh .. _..................... 10-9'l41 

.1)104 AU ri~ht..q of Louisn Hohn nnd othcrs in the estate of Aueusta. W', KrafL._~ ... __ "_~ 1()-9241 
5105 All rights of Wilhelm OrUb and others In the cstnle o( H'onry Lnn~....... .......... 10·9242 
510ll All rights ol Marie Oouoo nnd two others in the estnte o( Henry Lut·z ............. _ 1~242 
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