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FOREIGN FUNDS CONTROL AiND
PROCEDURE FOR UNBLOCK ING

In the freczing or immobilization of foreign property within the United
Stotes by the Treasury Department, the first property blocked was that of invaded
friendly nationse To this property was added that of the aggressor nations, later
enemies, and the property of the neutral notionse :

The purpose, however, of freezing or immobilization varieds As to the
enemy, the purposes were conventional and represent a policy to deprive the enemy
of any use of its own funds. The policy in regard to the neutral nations was to
prevent any transaction which might be offected through these neutral nations of
advantage to the enemy and to immobilize any Germen property which might be con=
cealsd under 2 neutral nome, The policy as to the invaded countries had several
objectives: +to preventeny person in any invaded country from being deprived by
act of aggression of his propertys to protect /Zmerican institutions from possible
adverse claims which might arise in a dispute between the original owner and
someone who claimed to have secured right or title to the property; to prevent use
by an aggressor country.

The steps which have so far been taken in unblocking or remitting the
controls are briefly: 4is to German and Japanese property, to vest, with the
intention of holding these assets, until {inal disposition thereof should be de=
termined by Congress; as to most neutral and allied invaded countries, to unfreeze
such accounts as hed been determined to the sctisfaction of our Government not to
be held for the benefit of German or Japanese,

In furtherance of this last-named policy, the Treasury promulgated General
License No. 95, which, in effect, provided that the beneficial owner of blocked
property could secure from his own government a certificate that there was no enemy
interest involved in such property and the property would thoroupon be released,
Considerable property has been released under this certification procedure, but still
it is believed a relatively large proportion of the property originally blocked
has not been certified and is held in French, Swiss, Dutch and other names,

Some other property in addition to that certified has been released;
persons who had residences in the United States at a sufficiently early date were
"eeneral licensed nationals", meaning that their property, for practical purposes,
was never subjectedto blockinge Others who later took up residence in the United
States have had their property freed and still others who resided in the generally
licensed trade area; some foreigners have received regular amounts per month from
their blocked accounts for living expensesos No problem, however, arises as to any
of this property thus freeds The problem here discussed relates to the mmount
still blocked which, except for an infinitesimal amount which may be paid out of
particular accounts for living expenses, can be released in accordance with present
Treasury policies only on cortifications

The probable reasons for the lack of certification as to this balance are
several, only one of which is that the property may be held for the benefit of a
German or Japaneses The policy of certification has now been in effect sufficiently
long that one may with some confidence anticipate the certification procedure will
not unfree much of the property which still remains blocked,

-
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The question, therefore, becomes importont as to what further steps must
be taken to bring this now immobilized property into the useful flow of international
commerces This becomes of even greater significance because of the scarcity of
the dollar exchonge of the various countries in whose rehabilitation the United
gtotes now has great concern, and with the adoption of the llarshall Plan will have
still greater and more direct congerns

The omount of this still blocked property is believed to be relatively
small, but in the face of the present situation becomes o paramount importences
The effect of continuation of present policies is to render useless these fundse
These are not Govermaent funds, but are funds of the nationals of various countriesas
Secretary Snyder, referring to the general situation in regard to foreign holdings,
and particularly the need of such holdings for future commerce, said in his
testimony before the Foreign Relations Committee of the Senate, on January 14, 1948:

"I need not lebor the point that the European countries must have some
gold and dollar reserves to finance their international trade if they
are to return to normal operations after 1952, It should be kept in
mind +that the Econemic Recovery Prosram is not intended to cover the
entire import requirements of these countries. It would be folly on

our part te force the LBuropean countries to use up their gold and dollar
balances to a point where they would not have adequate funds to operate
smoothly through ordinary commercial and financiel channels,"

This statement probably refers not only to the property still under
block, but to that which is not under block particularly funds coming to the United
States freely after the ware The argument, however applied equally to all such
funds within the United States,

In cohsidering trade between two countries, it is convenient to speak of
it as though that trado were carried on by the countries themselves, This cone
venience of oxpression has frequently led to a misconceptions The trade between
two countries is carried on by persons ard corporations within those two countries,
In fact, trude by govern ents is the antithesis of the .merican theory of free
enterprise, The amounts still unblocked represent a nucleus, all too small, for
the bepinning of this normal trades i

Coercion is not necessary under a freec enterprise system to cause monsey
to be used economicallye The selfeinterest of the person having control of the
funds is sufficients Funds will be used when aveilable in profitable operations
of the type needed in world rehabilitatione

In the face of present conditions, and particularly after controls which
were necessary during the war, there mey be a feeling of hesitation upon.permitting
these funds to be used without supervision, but if we hope to return to a normal
worldwide economy, this hesitation must be resolved and the policy historically
conventional, which under unusual conditions was abandoned, must be reinstated,
Further control will be wasteful of +this important residues Freedom for its use
will preserve it and its usefulnesse These funds are the only seed from which
future normal commerce may growe

The Treasury!s interest in these funds has been to assure itself that
there was no German interest involved. But an additional interest, broader than
the Treasury interest, has now been added and that is so to arrange the policies in
regard to these fuhds that they may take their normal place in the economy of the
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world; their free use will be added assurance that the liarshall Plan will succeed,
Sympathy should be expressed for the apparent dilemma in which the Treasury finds
itself, occasioned by its meticulous care concerning these and all other funds
blocked during the ware The Treasury's dilemma can now happily be resqlved. The
usefulness of the funds to the country of origin and to the United States can in
no way be more increased than by freeing them and permitting them to be used by
the owners whercofe This, however, still leaves the one question of the de=
terminction of German interest in these funds.

The expectatlon of the Treasury that these funds would be released under
certification has not been fulfillede The owners of the property are not willing
to resort to certificetion and the Treasury has considered plans to force a
resort to certification by the threat of seizure in some form, either by the

_ United States Government, or by assistance in this respect to the respective
foreign govermmentss

Apologists for this program argue it is proper to aid friendly foreign
governments thus directly or indirectly to recapture their refugee capital, but
this argument omits the two important considerations: one, the probability of the
immediate dissipation of these funds, and the other that this would be a breach
of feith reposed in this country by foreign investors who in the past have con=-
tributed so much to the dovolopmont of the United States and whose property may
be said to be all that is left on which the future foreign trading of the country
of origin could be restoredy

Before the Government of the United States commits itself to a theory
in negation of the policy of individual ownership, and causes private funds to be
vested in a foreign govermrient, itis a part ol statesmanship to consider the use
to which these private funds will be put and the ultimate results of such
negation of the doctrine of private enterprise. .ilready, in an effort to solve
their problems, many socialistic ideas have been accepted and are being acted upon
by the govermments of countries for whose welfare we are concerneds The pressures
which caused such political thinking will affect the use to which these funds
will be pute ilso, the present economic conditions, the very occasion for the
ilarshall Plan, loom larger than considerations of the future. Either by
doctrinal conviction, or by pressure exerted on the Govermment, one may ontici=
pate that individuals will be deprived of these funds and they being axhaustod
the hope for normal individual enterprise in foreign trade would be lessened,
if not wholly extinguisheds Vithout individual initiative, and facilities for
pursuing that initiative, the alternative is state=-operation, and this, once
instituted, makes impossible the return to free enterprise, which not only would
we wish to preserve for ourselves, but believe would create the greatest hope
for Europe, In their relatively helpless condition, this Govermment should not

by its policies indireotly sanction, or directly impose,stateism upon the countries
of Europe,

In dealing with these matters of uncertified funds their actual com=
position has sometimes been ignored or obscureds, Some indeed may represent refugee
capital, but much of it is accumulated earnings, accretion, or inheritances in the
United States. Others may represent direct investment in business here which in
the interest of the foreign government should not be destroyed. Yet under any
policy of seizure the owners of all such assets are equally penalizede The only
ones who escape are those who successfully not only placed their funds within the
United States, but who also personally fled from their own countries before or
during the ware These latter have been generally licenseds Those who had
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investments in the United States, but themselves stayed for whatever reason in
Europe during the difficult yecrs are not so favored. '

The Treasury has pointed out that one reason for certification is a
practical onee. It is a necessity, it is said, because no adequate investigation
can be made by the United States Government of the benefieial ownership, or if it
could be, it would be prohibitively costly. This premise is based upon the desire
of the Treasury to ascertain to the last dollar what are Nazl funds and see that
they do not escapees In pursuing such a bitter-end policy, they immobilize all the
funds in the face of most urgent needfor their use; this is now a greater evil,

It is, therefore, time that a modification of policy be instituteds The
Treasury, or if more eppropriate, the Federal Reserve Bank, should institute a
licensing procedure for the freeing of these accounts of persons residing abroads
The matter is not so difficult as it first appears, for it would be in order
immediately to release, for example, all property which can be shown was within the
United States at a certain date, say January 1, 1938, and all funds originating
within the United States, the veneficiary of which 1s a foreigners, As to more
doubtful cases, the Treasury, or other appropriate agency, could pass upon the
propriety of freeing the particular funds in the same way it was forced to do
during the war, when meny thousands of individual licenses were granted and still
more transactions effected under some formula set forth in general licenses,

. There is no particular reason to assume that investigation purportedly
made by interested foreign governments would be more exhaustive, or more just to
the owner than such a system, when one considers the primary interest of the

foreign govermnment lies in securing some control over this particular property,
Also, if the foreign govermment found it was enemy property it would not reccive

the property,-under our laws it goes to the United States. There is also no

control as to what Investigation may be abroads. This may be adequate or inadequate,
honest or corrupt, yet for this important determination as to funds within our
Jurisdiction, the foreign government's word is relied upon wholly and exclusivelys

The restrictions on fmerican=held property were imposed by American Law,
The rclease should also be under /merican lawe The administration of the law should
be confided to a United States agency and not to an agency of a foreign govern=
ments The costs of administration of such a program can, if necessary, be borne
by the funds themselvess In releasing these funds the Govern.ient can better assist
the foreign governments and at the same time relieve them of the political necessity
of exhausting the funds immediately for less fundamental purposes and reserve them
to the advantage of that govermment for more important future usee L census of ,
foreign property held within the United States is not at this time necessarys Such
e census could be of embarrassment rather than assistance to our Govermment for,
once taken, one might expect pressure to reveal the information, Such revelation -
should not be mades No agency of our Government should place itself voluntarily
in a position of a common informer, nor should Congress -force any agency of our
Government into such position relative to property entrusted to our care in reliance
upon our fidelitye

The residue of unblocked funds under this suggested procedure for de-
termining enemy interest, must necessarily be small, It will be composed only of
those for whom the owner neither secured certification through his own government
nor made an application to have them freed, under pledge of confidence, to this
Governmente. 1/e would not need then to be concerned why no claim for them had
been made, for, having exhuusted other possibilities, we could assume they were
either unclaimed by reason of the desth or disappearance of the owner, with de-
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struction of his records, or they would be really enemy-owned funds voluntarily
abandoned in the face of a policy to seize such enemy fundse

4t this point a census of them might well be made as an aid in de-
termining their final disposition. Then, but only then, could an act of re=
quisition or confiscation be taken with the assurance that justice had been
donesy

CONGLUS ION

The United States should commence a program wholly operative within
the United States of freeing the unblocked balances by releasing them under
such formula as may seem just and in doubtful cases, under such investigations
or hearings as it deems propers
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POSSIBLE QUESTIONS AND SUGGESTED ANSWERS

Amount of free assets:

Q.

A,

Qe

I

How do you reconcile the figure of $4.9 billien used in your earlier

testimony and the figure you use today of $4.3 bllliem?

The figure of $4.9 billion represents the approximate value of the
long term investments, both blocked and free, belonging te private
persons, including nensc;tizens-residing in the sixteen participating
countries,

The figure of $4.3 billion, on the other hand, represents the
approximate value of both long term and short term investments which
are free and belong to private persons, including non-citizens,
residing in the twelve recipient countries, I want to emphasize that
the blocked assets have not been included in this computation.

- .
Do you have a breakdown showing by countries their holdings of free
assets in the United States?
I do have a table, a copy of which I will be glad to furnish you,
showing by countries the assets held directly by their nationals in
the United States.

In connection with your study of this table I should like to
point out the following:

1. The table includes only the directlyeheld.assets of their

cltizens and does ﬁot take account of the assets held
indirectly for their benefit through such countries as

Switzerland.,
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2. The table includes both the blocked and free assets.
No accurate déduction could be made by countries for the
blocked assets because, as I indicated to you in my
testimony, we have no precise figures on this subject.
However, since we estimate that approximately $800 millien
represents directly-held assets which are blocked, we
deducted this amount from the $5.1 billiqn to arrive at
:bh; approximate value of free assets held by persons in
the recipient countries, exclusive of governments and |

- central bhanks.

Amount of blocked assets:

Qe

IIT
Can you give us a breakdown of the present status of blocked assets by
the individual recipient countries?
I do havé a table which will give you some idea of the current status
of blocked assets of private residents of recipient countries who are
citizens ef such countries. In examining this table‘ I want to call
your attention par‘t.ieulariy to the footnotes and the supplementary
explanatory paragraph which sets forth some of the factors whieh must
be considered in evaluating the signficance of this table. In
particular the suppemehtal statement evaluates the figures in column
III to give some id_ea of the items which must be considered im
determining the ap;;ro}d_matie amount of the dollar holdings of the

recipient country citizens which would be readily available for

centralization. You will recall that in my testimonmy I indicated

that at a maximum $400 is in this form.
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Q. How did you arrive at an approximation of the blocked assets held
indirectly for the benefit of resident citizens of reciplent
countries through Swiizerland?

A, According to the TFR-300 census the total amount of cash? deposits
and securities held as of 1941 in the United States in private Swiss
accounts amounted to $441 million. We estimated on £he basis of
this 1941 figure that more than 30% of this amount, or #$132.3.
million represented French assets held through Switzerland. The
304 figure is based on information obtained thrdugh the operations
of Foreign Funds Control and is borné out by statements of representa-
tives of two of thé largest Swiss banks that about 25% of thei?
dollar assets represents French holdings. By attempting to take
into account such additional factors as the rise in the prices of
securities since 1941, accretions through incomé, and other factors
we concluded that the approximate present value of these foerrench
resident citizens would run bétweon $200 and $250 million., In addi-
tion we estimate that a small part of the Swiss reperted assets,
perhaps 10 to 15%, represents assets held through Switzerland for

Italian, Dutch, and other recipient country accounts.

'Effect of new French exchangg,deéree:
| v

Q. How will‘the recent change in the French exchange rate affect this
provlem?

A. As you know, the essential feature of the French plan involves a
change in the official franc rate from 119 francs to the United

States dollar to approximately 214 framcs. In additien a free market
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rate will be created for the United States dollar to be supplied
by ome-half of the proceeds from exports and by foreign exchange
coming from other sou}ces, including speeifically capital transfefs
back to Francs.

Accordingly the French citizen who is required to turn over
his dollar holdings in the United States to the French Government
will receive more francs for his dollar than under the old rate or
even under the new official rate. The free rate it is reported now
is somewhat over 300 francs te the dollar. Thus a substantial
barrier to the repatriation of dollar aésets owned by French
citizens in the United States is removed, |

o ,

Qe What kind of amnesty is the French Government planning to grant
under its new decree to its citizens for failure to have declared

their hidden assets?‘

A. It is my understanding that the present decree provides that French
citizens who may have vieolated any of the foreign exchange iaws,
etc., can settle all outstanding liabilities to the government for a
flat 25% of their assets which have been involved in the violationm.

Effect of release of small accounts:

VII _
Qs You indicate that you are planning to release small amounts up to
$5,000 without certification. Can you give us some idea of the size
of the funds which will be affected?
A. The effect of this action, so far as assets of recipient countries
are concerned, will be to unblock antomatically approximateiy 49%

of the total number of accounts reported for the affected countries

-
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on Form TFR-300. The amount of property unblocked will be less
than $40 million or 1.7% of the amounts reported in the census
as held by residents of such countries.

Effectlveness of information program:

VIIT

Qe How long do you think it will be before the new census information
can be turned over to the governments?

A. It is our guess that within two to three months after the public
deadline date we should be able to start turning over the informa-
tien from the new census to the governments. I make this statement
on the assumption that the forms will be prepared and in the hands

of the reporters by the deadline date,
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There is quoted below for the information of p.rsons interested
in Foreign Funds Control matters the text of a letter of February 2,
1948, to Senator Arthur H. Vandenberg, Chairman of the Senate Foreign

Affairs Committee, from Secretary Snyder as Chairman of the National. -
Advisory Council. The text of this letter was released to the press

by Senator Vandenberg at twelve o’clock noon on Monday, February 2,
1948.

John S. Richards
Director

My dear Senator:

You will recall that when I appeared before the Senate Foreign
Relations Committee to discuss the financial aspects of the European
Recovery Program I indicated that I would soon be ready to report
the results of the National Advisory Council's consideration of the
extent to which this Government should assist countries likely to re-
ceive financial assistance under the European Recovery Program in lo-
cating the assets of their nationals concealed in the United States.

On that occasion I discussed the extent to which the dollar and
gold holdings of the participating countries could be integrated with
the European Recovery Program. In that connection I stated:

"Some people have argued that the participating countries
should pay for part of the program by using up their gold and
dollar assets in the United States, and by liquidating the Ameri-
can investments of their own citizens. I need not labor the
point that the European countries must have some gold and dollar
reserves to finance their international trade if they are to re-
turn to normal operations after 1952. It should be kept in mind
that the European Recovery Program is not intended to cover the
entire import requirements of these countries. It would be
folly on our part to force the European countries to use up
their gold and dollar balances to a point where they would not
have adequate funds to operate through ordinary commercial and
financial channels. By insisting that the participating coun-
tries exhaust their gold and dollar balances, we would merely
add further instability to their monetary systems. As a matter
of fact, all of the participating countries except Switzerland,
Turkey, and Portugal have already reduced their dollar balances
to or below the amount which would normally be regarded as safe.

"When we turn to the possibility of liquidating European
investments in the United States, we must also look at the prob-
lem in terms of its long-run consequences. , These investments
annually earn a dollar income, which will be used to cover part
of the cost of the Program, and which will be used in the future
to meet part of the cost of imports after the Program ends.
Without these investments, the balance-of-payments situation of
the participating countries will be worse in the future. I doubt

very much that it would be wise policy for the United States to-

force European countries as a general rule to liquidate the
proper-ty owned in the United States by their nationals as a con-
dition for receiving aid from this Government.
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"Some of the governments, however, will decide to liqui-
date some or all of their holdings so as to pay for imports. 1In
practice this may be an alternative to borrowing from the United
StatesSesescesaes”

I emphasize again that, in the judgment of the National Advisory
Council, it would not be wise to force countries likely to receive
financial aid from the United States (referred to hereafter as "re-
cipient countries") to liquidate the private holdings of their na-
tionals as a condition to receiving such aid. But the problem of
assisting these countries in locating the private assets of their
nationals is separate and distinct. It is this problem which the
National Advisory Council and the Executive Departments concerned
have been studying for some time.

The problem stems from the fact that nationals of some recipient
countries have for many years followed the practice of concealing
their assets in the United States. Some hold property directly in
their own names; others hold indirectly through intermediaries in
third countries, notably Switzerland. These assets are concealed in
this country despite the fact that the foreign exchange laws of the
recipient countries typically require that foreign exchange assets
be declared; some also require the turning over oflfquid dollar hold-
ings in exchange for local currency; practically all require that 1li-
censes be obtained for the expenditure of foreign exchange assets.

It is important to distinguish between two categories of assets:
blocked assets and free assets. By blocked assets we mean those
which are frozen in the United States under the Foreign Funds Control
of the Treasury Department. It will be recalled that as a wartime
measure the President, pursuant to Section 5(b) of the Trading with
the enemy Act, blocked, under control of the Treasury, the private
and public holdings in the United States of all of the European coun-
tries except the United Kingdom, Eire, and Turkey. Beginning in
October 1945, machinery has been put in effect which provides for the
unblocking of assets of persons in most of the formerly enemy-occu-
pied and neutral countries if the government of the country where the
beneficial owner of funds resides certifies to the private American
custodian holding the assets that there is no enemy interest in such
assets. The primary purpose of this procedure is to find concealed
enemy property. The procedure is now applicable to all the recipient
countries whose assets were blocked. However, not all the nationals
of these countries have availed themselves of this procedure, which
has the incidental effect of disclosing to their respective govern-
ments the ownership of assets in the United States. As a result the
Treasury through Foreign Funds Control is still controlling a fairly
substantial amount of blocked assets.

Free assets include all the dollar assets owned by nationals of
Britain, Turkey, and Eire, for these assets, to repeat, were never
blocked. In addition, free assets have accrued in the United States
on behalf of residents of the other recipient countries since Decem-
ber 1945 when controls were lifted from all current transactions be-
tween the United States and nationals of these countries.

-2 -

310798



o

s
e [RG /31 T
REPRODUCEDATTHENATK»ALA.5““ ’ F u]

CECIASSIFIED
Entry £=¢ m@}m Ao MDY 68103

- File beﬁsw -.BSL!\SLMRADM R
Box 95 - -

It is obviou. y impossible to ascertain accur. .ly the amount of
private dollar assets owned by resident citizens of recipient coun-
tries which are unknown to their governments despite the reporting
requirements of such governments. Moreover, we have no controls
which require complete and continuous reporting of foreign-owned as-
sets. Yowever, we have made certain estimates based on an analysis
of the best facts and figures available to this Government.

As far as the free assets are concerned, we have concluded, as a
result of investigations and consultation with the various govern-
ments, that they are for the most part known to the governments of
the recipient countries. We have estimated that as of June 30, 1947,
private persons, including non-citizens, residing in the recipient
countries, had free assets in the United States approximating $4.3
billion. Of this amount $2.3 billion represents holdings of nationals
of the United Xingdom, which has adequate information respecting
these assets. In addition, from Foreign Funds Control operations we
know that about $1.3 billion represents assets of residents of re-
cipient countries which have been certified for unblocking and hence
are known to those governments. The balance includes proceeds from
the liquidation of securities which has taken place in the United.
States with the knowledge of the appropriate governments; accruals
from current transactions which are subject to control by the govern-
ments of the recipient countries; and assets of non-citizens resident
in these countries. Some free assets may have accumulated here un-
known to the respective governments, but we consider that the amounts
are probably insignificant.

We come now to the question of the blocked assets held directly
in the names of citizens of recipient countries and indirectly for
their benefit through Swiss intermediaries. These assets are for the
most part unknown to the respective governments; otherwise the ap-
propriate unblocking certifications would have by now been obtained
and the identity of the respective owners disclosed. Precise figures
on the amount of these blocked assets are not available. Under the
existing certification procedure, as has already been indicated, the
certification is made directly by the foreign government to the pri-
vate American custodian holding the assets and no report is made to
the Treasury other than general summaries which have been obtained
from the countries concerned. To have maintained current records on
changes in blocked accounts would have subjected American financial
institutions and the Government tounjustifiable costs anddifficulties.

According to our best estimates resident citizens of recipient
countries hold in the United States approximately $700 million of
blocked assets which are in a form readily available for meeting the
balance -of-payment problems of the recipient countries. Of this
amount, about $400 million are held here directly .in the names of the
resident citizens; the balance of about $300 million is held indi-
rectly through Switzerland. In addition, resident citizens of re-
cipient countries hold blocked investments in controlled entefprises,
in estates and trusts, etc., which cannot readily be liquidated, al-
though most of them are valuable sources of current dollar income.
We estimate that they hold directly in this non-liquid form of in-
vestment about $400 million and an additional small by unascertainable
amount indirectly through Switzerland.

- 3 -
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It appears ..at so far as the recipient coun .ies are concerned
the resident citizens of France have in the United States the largest
amount of concealed private blocked assets in a form which could 'be
used in meeting balance-of-payment problems or to supplement official
reserves. We estimate that the amount of the directly-held assets in
this formof investment would run between $100 million to $150 million.
The French Ministry of Finance has estimated that these assets amount
to about $150 million. In addition, French resident citizens hold
indirectly through Switzerland liquid assets of probably between $200
and $250 million.

The policy we should adopt with respect to assisting the recipi-
ent countries in obtaining control of the private dollar assets which
are hidden 1n this country by their citizens has been a subject of
much discussion in recent months. Representatives of financial in-
stitutions have urged that it is fundamental to our free private en-
terprise system and, in particular  to our capital market, to respect
private property whether or not it is held by foreign nationals.
Some felt that the United States Government should not adopt the
policy of cooperating with foreign countries in the enforcement of
their exchange control laws. Finally, it was argued that to adopt
measures having the effect of forcing the disclosure to foreign gov-
ernments of private property held by their citizens in the United
States would put this Government in the position of supporting partial
confiscation of private property., This last point relates to those
cases where foreign countries require the surrender of dollar assets,
against reimbursement in local currency at unrealistic rates of ex-
change. )

The National Advisory Council gave serious consideration to
these views. The Council doubted that under ordinary conditions this
Government should assist foreign governments in enforcing their for-
eigh exchange laws. However, these are not ordinary times. Some
European countries are in dire need of dollars to permit their sur-
vival as free nations. American taxpayers are being called upon to
make substantial contributions to European recovery. Moreover, most
‘of the foreign governments have repeatedly asked our assistance in
obtaining control of the holdings of their citizens, who have con-
cealed them contrary to the laws and national interest of their coun-
tries. It is these circumstances, I am sure, which have inspired
marked public interest in the problem and have produced various legis-
lative proposals for action, such as the Kunkel Bill (H.R. 4576) and
the Norbald Resolution (H.J. Res. 268). ‘

The Council studied in detail many alternative proposals for
dealin? with this problem in an effort to arrive at a solution which
would assist recipient countries to obtain the use of concealed pri-
vate assets in the United States without doing violence to the tra-
ditional status of private property. None of these alternatives
promised at the ssme time actually to protect the private interests
of foreign nationals, to assist the recipient countries to mobilize
the concealed dollar assets of their resident citizens, and to pre-
vent the escape of concealed enemy assets.

The Council concluded that no action should be taken regarding
free assets because the amounts which are unknown to the governments
of recipient countries are probably insignificant, and 'in any event
serious practical difficulties would be involved. Effectively to

310800



T e e T B b e P

——————t b S {C B i | CECLASSIFIED 1'
|Entry £5¢ iu)%?dw resaiy MDY 68003

. File be&swg_ “‘/SMEL NARA Dz 'a#@

Box 95 . pmenaa S

—

i

search out and t. control of these free assets osuld require ex-
change controls and other measures which would do maximum violence
to our position as a world financial center and to our policy of
keeping the dollar substantially free of restrictions.

_ S § ) . N

The Council also concluded, hqﬁever, that this Government should
assist the recipient countries to obtain control of the blocked as-
sets in the United States of their resident citizens. Accordingly,
it was agreed that the program described below, which has been de-
veloped by the Justice and Treasury Departments, should be put into
operation promptly. In the opinion of the Council this program is
the most effective way to accomplish the above objectivé and to pre-
vent the excape of enemy assets.

The program provides that public notice will shortly be given
that at the end of three months assets remaining blocked, including
assets not certified by the appropriate foreign government as free of
enemy taint, will be transferred to the jurisdiction of the Office of
Alien Property in the Department of Justice. To permit this Govern-
ment and the foreign governments concerned to concentrate on the
areas where important results are likely to be obtained, accounts
containing small amounts of property, say up to $5,000, will be un-
blocked in the near future without requiring certification or other
formdlities except where a known German, Japanese, Hungarian, Rumanian
or Bulgarian interest exists. The Office of Alien Property will take
a new census of the assets which remain blocked as of the deadline
date. In order effectively to help the reécipient countries obtain
control of the blocked assets of their resident citizens, the QOffice
of Alien Property will than promotly carry out the following policies:

(a) To deal with the directly-held assets by making available to
governments of recipient countries the information from the
new census of blocked assets of their citizens, including
juridical persons, residing in their territories which re-
main uncertified as of the public deadline date referred to
above. Each country receiving such information will be re-
quired to investigate the béneficial ownership of property
held in the names of its citizens for the purpose of dis-
covering any enemy interest. Pending a reasonable period
for such investigations, such property will not be vested
but will remain blocked under the jurisdiction of the Office
of Alien Property. If these investigations show that the
assets are owned by residents of the country receiving the
information the assets will be released.

(b) To deal with indirectly-held assets by a vesting program
with respect to accounts which remain uncertified after the
deadline date. Processing of uncertified assets in Swiss
and Liechtenstein accounts for vesting under applicable law
as enemy property will be started immediately after the re-
ceipt of the census information by the Office of Alien
Property. The vesting program will also be applied to un-
certified assets held indirectly throdgh recipient countries
where the program described in (a) above does not result in
disclosure to the beneficial owner's government (e€e.g.,
French assets held through the Netherlands). In the absence
of definite evidence of non-enemy ownership, full weight

= § @
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will be ven to the presumption 6f enem rwnership arising
from the failure to obtain certification. Evidence of non-
enemy ownership or interest offered either before or after
vesting will be checked in accordance with the usual in-
vestigative procedures of the Office of Alien Property.
These procedures involve disclosure to the governments of
the countries of which persons claiming legal or beneficial
interests are residents. Of course, any vested assets which
are proved to be non-enemy may be returned under existing
law applicable to the return of vested property.

The Attorney General has informed the Council that there is adequate
authority under the Trading with the enemy Act, as amended, to carry
out all aspects of the above program.

The vesting aspect of this program appears under the circum-=-
stances to be the most effective means of rendering help to countries
with regard to indirectly-held assets. There is no satisfactory al-
ternative to a procedure which will compel foreign nationals either
to disclose their concealed dollar assets to their respective govern-
ments or to forfeit them to the United States., To date the certifi-
cation procedure, which applies to Swiss and Liechtenstein accounts,
as well as to accounts of recipient country nationals, has not been
‘utilized by many citizens of recipient countries to obtain the un-.
blocking of accounts in the United States. This is so with regard to
assets held through Switzerland for resident citizens of recipient
countries because the owners of these assets know that Switzerland
cannot, under the existing procedure, certify their assets without
securing a cross-certification from the government of the country
where they reside thus disclosing their identity to their government.
Actually, however, there is no effective way to ascertain whether
property held in Swiss accounts is Swiss-owned, enemy-owned, or owned
by resident citizens of recipient countries, except to rely on the
Swiss and other interested governments.

It must be recognized that resident citizens of recipient coun-
tries who hold their assets through third countries and who have not
revealed such assets to their own government may choose not to de-
clare their assets to their own governments for certification, not-
withstanding the announced program to vest these assets and even not-
withstanding any amnesty which countries may offer. These persons
would, in effect, choose to forfeit their indirectly-held assets to
the United States rather than to disclose them to their governments.
If this proves to be the case, consideration could be given at a
later date to the allocation by appropriate Congressional action of
the vested assets among the recipient countries.

In conclusion, I want to call your attention to the fact that
this program also provides for the orderly termination of Treasury’s
blocking operations. This follows from the fact that, in addition to
specifying the treatment to be accorded the uncertified assets in re-
cipient country accounts‘and Swiss and Liechtenstein accounts, the
program calls for the transfer to the jurisdiction of the Office of
Alien Property of all other assets remaining blocked as of the public
deadline date. Thus ' German ‘and Japanese assets will be transferred
and vested. Hungarian, Rumanian and Bulgarian assets will be trans-
ferred and .will remain blocked until a settlement of war claims with
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these countries i. .ade. Finnish, Polish, and Czec .lovakian blocked
assets, which do not exceed $5 million, will be transferred and re-
main blocked for the time being. Yugoslavian, Estonian, Latvian, and
Lithuanian blocked assets will also be transferred to the Office of
Alien Property and remain blocked until various current problems have
been resolved. Spanish and Portuguese assets are still blocked pend-
ing the completion of the current negotiations with Spain and Portugal
covering looted gold and German assets. If these negotiations are
successfully completed before the public deadline date, arrangements
can promptly be made for the unblocking of these assets; on the other
hand, if the negotiations are not completed by that date, these as-
sets would likewise be covered in the transfer to the Office of Alien
Property and would remain blocked pending the conclusion of the
hegotiations.

It is the intention of the Treasury and Justice Departments to
proceed promptly to carry out the above program.

Sincerely yours,

/s/ JOHN W. SNYDER
Chairman
National Advisory Council on
International Monetary and Financial Problems

Honorable Arthur H. Vandenberg

Chairman, Senate Foreign Relations Committee
United States Senate

Washington, D. C.

February 2, 1948
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REAFT
January 19, 1948

You will recall thet in my recent testimeny before your committes in
counsotion with the ERP I indicated that the KAC end imterwsted Bxwoutive
Depsrtuwsnts concernad were siudying the problem of privete foreign sssets in
the United States of the Luropsan coumtries likely to receive financial
aesintance under the ERF (heresfter I shsll refor to thess countriag as
"regiplent countrics®). I am nov prepersd to discuss this prodles with you and
to set forth the government's W in this coanection,

First I shall deseribe the amount and cherscter of the funds imvelved,
then stete risfly the utm of the problem with an indisstion of scaw of the
basic issues invelved., In conclusice 1 shall detail the progras which this
idministration intends to put into sxeaution in tmting.uth the jroblem of
blocked privete forelgn assats im the United Ststes belenging to reasident
citizens of resipient couniries.

In deseribing the smeunt and nature of the privsate foreign ussets in the
United States it is important st the cutset to distinguish betwesn two categories
of mw_:i‘%oahd assets and free assets, Ly hlocked assets we wean those thut
mmﬁmmxmsm under the Forelgn Fuxis Contrel, It will be
recalled thet a8 a wartios msezwre the Treamwry Depsrtment, pursuant to sutharily
delegeted to it by the Preaident under Seotian 5(b) of the YTrading with the
enony iot, blocked the privets end publio holdings in the United States of a1l
of the Duropsan comstries except ths United Kingdem, Eire, snd Turkey., binss
Ootober 1945, sachivary hes been im effest which provides for the umblovking
of assets of most of the formerly emsmy-occupied end meutral countriss if the
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government of the country wisre the bameficial osmer of these funds resides
osriifies to the privete Amerissm custodisn holding the assets that there
ig no ensmy interest im suck sssets, The prisary purpose of this yroesture
is to find concesled snexy sssets, The procedure is now applicabls to all
the recipisnt countries whoss assets sere blocked, Hoswwer, mot all the
maticnals of these osumirins have availed thessslves of this procsdure which
bas the inoidental effest of disslosing to tbeir respestive ymnumtho
cenership of msests in the United States. 4s & result the Yreaswry through
Foreign Funds Comtral is still contrelling a fairly substantisl smoumtt of
blooked assets,

Froe aasols include the asosets of Britain, Turkey, and Eire, sincs these
countries were mever blocked, In addition, fres nessts Mave secrusd im the
United States on behslf of resident citisens of other reaiplent sountriss
since Lecsaber 1945 when ccmtrols were lifted from all ewrrent tramasctions
betwoen the United States ond nationals of these comtries. Current trans-
acticos are, hewever, subject to control by the governments of recipient
sountries s0 that for the uost part it may be aspumed they have knowledge of

iaourats and Wlm cn the current private dollar assets of
residents of thess sountries, both blocked and fres, are not svailsbls, KEewever,
we have been able %o prepars the estimatess set forth in ths following table:

Insert Table 1.

Tox will obsarws that the total anount of the private axsets is wstimated
to be above §5 billiom. In sssessing the significanes of the abowe figures
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in relstiom %o the problem of financial sszistance te Europe eertein facters
mist bo esphasised. First, the smount shown under hesdings *Direot Investmuts®
and *Ckbars” ix the above table sre not readily subjeet to lisuidstion although
Sous of thes are valusbls mources of eurrest inecms. Second, ihe table inaludes
asaets of residents of these countries who ave not citizens of such ecumtries
udthmmuu-hmrﬂnu&nbjmm@nmm Hon-Fressh persone
residing in Fremve, acccrding to ths Treasury gemeus taken im 1941 of foreign
owned sseets in the Gnited States (TFR-300) beld spproximtely 41X of the
asoets reported in 1941 ~ exelusiwe of "Jirect Investasats® and "Othey™ sasets «
as held for the scocunt of privete persons in Frunoe, Ths snalogous persentage
was oven higher iIn the osse of Italy tut was lower in the case of cther countriss,
Finoally, although no sccurats figuros are svailsble of the extent to shich thespe
assets are known to the povernments of the resipient countries, it is kuowm
from Forelgn Funde Comtrol oparaticns that a substariial part of the assetas
heve boan declured to these gowrumsuls. To the extent that the ssseta have
mmmmammmwmgmuumm
mzmmdmtpmaummwummam
reserves,

Haticmals of the recipient somtriss hold assets im the Uaited Ststes in
substantial smounts through third countriss, notsbly Switserlamd, Yhs sxsot
mtaﬁnumamtammnmmmwm
mtm«mmhummmmtouomipummm.

‘hfmt&m“lﬂaﬁil&bhtapmtmmmmhmth
free sssets and the blocked assets. rtuamm,mtmm
Mmmumumtamgmwmmummm
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is of much importance, In the first place, although British assets have
elways bssn free from gontrol hare, it is generelly sgreed that Eritish
ecitisens residing in the United Kingdom have, for ithe most part, dsalared
their holdings to their govarmment leaving mo importast problam with respest
to comoealed Britisk assets, It will be cbeerved thet the British holdings
constitute almost half of the private asssts here of the recipiemt sountriss,
Private Efre holdinge in the United States ars slso free but sre ssall asd
tharsfore of littls lmportamos. Secondly, svailsble data indicstes thet
private foreign short-term balsness mincs Deosnber 30, 1945, declined spprecisbly
for Framge sud the Eetherlands apd increszed for Italy, Norway end Dexmark. In
ths case of Itely the ineresse was §90 million, but this ineresss was im the
scoounts of Italisn banks and csn therefcre be assumed to be known to the
Itelisn Government, The inersssesfir Kerwsy and Denmerk were §14 and $18
millios respectively, M, dats regarding transsctions in seouritise
indicate nst liquidation of United States sscuritiss by nationals of the
recipisnt countriss of eboat $150 million in ihe period betwsen the ond of
1945 snd June 30, 1947. Of course, 1t is yossible that, despite the lighids-
tion which presumably took plase primarily with respect to property which hed
besn deelared wnder applisable forelgn law, some sssets wminown to Zereign
goverruents may have acoumualated herve.

There wre also diffisnltiss in estimating the preseut sise of the blocked
ssaots. VWhile the IFE-370 cemsus provides a basis for estimsting the amcumt
tthat was blooked in 1941, it has not beon feasible to maintain reccrds of

shanges sings thot time, Under the existing certificstiom procedure, s I
have alrendy indissted, the certificstion is made directly hy the fureigs
government to the private imericsn custodisn holding the assets amd ne repert
18 mede to the Treasury, Howsver, the tuble which follows presamts tbe best
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sotivates of the ourrent status of bivoked assetss
Insert Tuble 2, |

nm&wnu-mmimt&mi#um'-muﬂmf
rmmtmmmmmmmmm”mmmmm
mmmummummnmmnmm
unm-mnum. 1 nust emphssize, howevar, that the figures i
Coluns IXI do not, without munerows sdjustmunts, roprosest the amamt of
directly-beld sssets of rewipient sountries which are unknews to those sountriss
and which would be resdily svallsble for weeting thelr balanes of paywent

- protlems, ¥or on thing, the valusticns i Coliwns xmnmmmm
dates and are thus et direetly comparadle, In the muplmthm

shomn wnder the hesiing "Direet Investzonts and Othey” are not in generel

'rndm mibjoot te liguidation nlw sope of tmlm velustls scurces of

ewrrent inocse. Moreowsr the amownts have 40 bo further adjusted dewsward tc
allow for departures of owosrs of Bods of the smeets from the jurisdistion
m.twmmhmzmrwnammmwmp:mm
onder fareign funds ligenses, In addition, In those Gases wiaere the comstriss,
in roparting the sumwts certified, did net include sssurities (sse footocte 3
otumza.mnmkwummwmnmm,ummn
18 kuown that seme seguritiss bave been certified evan though aeecust has mot
bes kept of the walus of Lhoss sertifisd. On the othor hend, the figures in
Column III sust be sdjusted upeard to allow for {a) incresses in merbet
valus of seguritiss end sseretiens of tnooe, (W) amcunte iseluded in Colusa II
oovering sssets of nop-citisen residents sinee thase assste, although subject
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to certlficstion, are not weually motdlised, snd (s) ssounts included in
" Columa II covering sssets listed under the heading *Direct Invesiments and
Other* sincs thess assets are mob readily subject to liquisation.
~ Yeking ssvount of the shove fustors, it 1is doubtful that the blsoked
axnote hald here d&mﬁy by recipient country mﬂouh whioh are mm
o the respective gowitries and whish arv readily evaileble m-‘ Mquidation
would exmwed §300 miilion So 3400 sfllfon. In the case of France, for exagple,
uummmuumuzmauuummmmmumu
150 willdon. Yhe French l&m.w of ﬁm has sstimated that '&a amount
invelved is spproximataly $150 millien.

In aséltion, sutionals of tuese ccuntries hold eubstar el bt unknown
m of tlocked asswts heve trough intormediaRies in oiinr countries,
sotably Switssrisnd. Accorddng to the TR-300 census, the total smount of
cush, deposite, and securivies held 1n the United States in privavwe Swiss
sgeounte amounted 1o $441,000,000. It is deubiful that sore Suan 3% or
ﬁ&ﬁmﬁ%xmwuﬂm#mmhuuuhﬂhumwmawwwhﬁ.kum
estinates have Leen made of the sise of Frenah assets held through &imlm
™ 301 flgure is based on inforeation chiained tlzough e eperations of
Foreign Fands Gontwal and 13 bowme out by ytatemwats of representatives of tws
of the lurges$ Bwise banks that about 25% of their dollsr asseis represent
Frenoh holdings. The amount weuld, of coarse, be scmewhet higher todsy due
%o rises in We prioss of securitles sines 1941, In sdditdon sowe small part

of she 9441 willien, parbaps 10%, represented sesete hald throwgh Switserland
for Italism, "uilak :ad other recipient country sscounts. The real M&p
of the assets held through Suitserlant ean be sstailisbed enly if the syeten
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of wnblocking requires the participetion of ihe Swise Government since that
governuent is o only cns in A positien to ascertads which aseets are ia
Iadt Sulgs-cwned and whick are serely held threugh Seizs intorsediaries.

To susarive briefly, Lt 1s doubthidl that () the smount sf fres privats
upasts held here by rweipiant gountry pationsls witch is unknown to the
respective countriss is of eny Swportance snd (b) ths snount of bSlocked
peivath maeste Bave Wbleh A6 Taiteine W Wt svebilen MiS VAsh sowid readily
be Mguidased, ineluding hwee halc dirsetly or indirestly, will sxceed
§700 atllion. X should ke % point out that this is & such smaller asount
than hes been wentionsd from tins to Wae, but 1% 1s an aocwrkte an satimate
b& we have been abls o produce. |

1% is clesr fyom the above that the hlocked ansets bald here direotly
in the names of, snd indirecily ﬁlmn@ third m&ﬂu& behalf of,
nationsle of recipiens sountrisa .mtiww the huik of ﬂu assets that have been
oouccaled from suwoh govermments. ™is songealnent is in viclation of forelgn
exghange luwe of most of e recipiant countriss. T“ome of these laws require that
forsign exchange swsets be Aeclared; others require the turning over of liguid
boldéings im exchange fer loesl currwmeyy practically all remire that lieenses
e nhtgmd for wmﬁmué of foralgn exchanges snsets, iost of the reciplent
courtries huve nww w‘ ansistsnge in loosting these Widden blocked
assets. These countries cap snd will put Yhese arssts fnte the service af the
Ussovery Frogras 1f they ean locate them, ‘he provlem thersfors has been to
decids whether and %o what extent this government can amd sheuls help the
-recipient countriad in locating the aseets. |
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HAG. 7s \heveforw cemferred at length with representatives of our domestlc
finaneisl lnetitalone =d of forelgn institutions. Sose of these reprenenta-
tiven ,saeinm out thad L% 9 s {ntrinsle part of our froe private enterprise
system %W respeot privets property held bere by foreign nmatlcpals. They urged
that there be no change in the Wﬁ.ﬂoml visw “:iat violxilons of the exchange
control lews ol ferwlign countries 1o of no conoern to the United Ytates. Thay
argued that 1o sdopt measured which will disclose or force the disclesure to
foreign governmenis of privive forelgn property in the United States say put
i gOvernment in she pouitdon of supporeing pertiel coufiscation of private
apertdy 1o those ganes =hve ferelgn counirles have coupulsery mbﬂiuﬁu _
lowg and rcinbwn in lecal owrrency 8t uwnrealiside uvervsived retas of onhngo.

The BAC ‘un serions consideration 1o these views. e agresd that mr
ardinary eircumstances 3t is doubbful that thds gov rosant should be concerasd
with viglationa of Toveign exchange of é.ther mm!ﬁu or that 14 should iake
weag reos which night be construsd a8 dlecrimdnatory ageinst foreign privete
pmpur'w in the United States, Howwver; these sre not ordinary circusstanoss.
fmericun texpaydvs are belng eulled wpon W make sabstantisl contributions te |
inropsan resovery. IA is thersiors difficult to protect otfenders of forelga
exchanze lawe whose aBsets could mow be ased in sensestion with “uropean
rebabilitation L fuciudsd in offlelal reservex of thege countrise or émcm-
affecidvely nankgod o improve the balarca of payssnt positione ¢f the maipient
sountriss. This ls especlally so where zoxe ¢f ¥w couniries, netably Francs,
have cecidod to wobilise and expond as fur us possible the private heldings ef
thelir nationels snd have ssked our assistanse in locating and controlling the
asrete. It is these sircuspiances, I sn sure which have produced various

-
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legislative requestsy for avtion on wis probles, such as the Funkel 2411

{#a :.576) and the Horblad Wesoluiion (w Rew 268).  ¥1thout manuug an
those ceasures &% thds wme, I should like mly, in paseing, to ndieate
Vet they do ned adguately seed the problem at hand,

e weighed the putlic congers with this probles sgebnst the traditiomal
viewe in the United Btetes ruspecting privite pmmﬂj. Fo studied in devall
nany sltereatives with the hope of arriving st a sclution shich would meet the
oijeetive of assisting recipient wtriu_ $n sevuring the ’hmﬂt o¢ concealed
privaie sesete in e Pnlied Jtates withous jeopardising treditiomal views with
respect to privete property. J ehall net detsll Mecodtemodtoes at this time
e sliernativee we consldered, sluwugh I shall be gind @ do #b lster A you
degire. In .omergl, I ¢an s%ate that rope of the slrermesives which m tean
developed "o dete Gould reqlly prousen the privaie property in e 'nmited
States of forsign matlonals snd, &t the s Gos, neet Wue oLjesiive of sssist-
ing the recipient countries with regerd to the coneralsd asseis hore of thadry
resident natierals ed of preventing she escepe of condeuled saemy asseis frowm
this covermeemh s mtn}, |

Lfter oonsidaring the iwsued, the KAl coneluded that no zstion need Be
taken rogsrding fros sssels becsuse of probavle imsigniricant ascunte iuvelved,
bot that this govornsent should help the recipient ccustries in locating,
sontrolling, or othorwise pecuring the Denefit of the blocked assets in the
United Sistes (.;2 tanir resident clitizens. ksovordiagly, the Kl agreed that
the pregras whlsh I will now dederibe and wiSch hes been developsd vy the
Justioe and Tresswury Deparissnta should de pub into gperation 48 scon a8 possitle
unless the Congress oijoctm since 1t iz the weat slfestive way o weoap_lioh
she above objsctive that Nas buen devised.
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(Describe progrem)

The westing aspect of flds prograa appears undsr the sirowsianves io
be the sout effestive seans of renderiog bhalp o countrias \d@h NM to
1ndireytly m'a assete, It L8, of dourse, recoyniued that Iuﬁim m—ﬁnﬂ#
whe hold ‘hedr apaste through third coun:ries wnd who bave nol revealed zuch
sasets to thalr own governsont BAYy uﬁmthstmding the snpoupawd progrm o
vagt M\umb asants, dhoome rot %o declare their asssts o thedr cwn governmants
for mﬁﬁnﬁu. Thip aiffioulvy might be awt in part if approprlate fureign
govermmimts ware % grant m moderation of pamslsies for fwilures to have
previensly declsved thwe sswela. e #x‘;«wt {uforsally % inddcsts %o the foreign
governcmnte the beefielnl offent of jranting ahwsty in apeeding ip‘ the
cersi flcation progsiupe and Sherehy reducing the mmownt of 250648 % be wvested
by the Offica of Allen Preperty. ‘.
b ﬁau boer. crguned that namy Torelgn natlonale will povertnsless m
to forfeit thelr fndirsetly-held assets to the Upited Gtates rather than élme
slose them to thair sovercaasfs. If thls proven o be he cace, eonsidarsilon
eould be given at a !.aur'ﬂ“wc to Uw allogation of Hiw vested atesta ssomy
the reoiplemt countrias. f eowrse, 1f & sore 677ocilve newna of polving this
provlam can prougily be devised, somslderntion would be given o eppropriste
revigiony. ' | | |
ereovey, the progras w1l mot resch e sssele of viilsens of recipient
| muntr!..n who mﬁﬁy sigmte froa the conllsesnt of “wrape. In such
cases, e individual ews obtain the relesse or retura of uis assets befers
or sfter vestling, sod the jovernment of We sountry whers he formerly residod
wauld mat sbtaln sentro) ovay the assets. I¢ eapm be expected That sone forelge

nationsis will so gdgrate aud that others will allege Uiat they have Gone e,
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but may, in fsot, return % elr former plece of residesce cnce m aspais
have Ssen relessed or returmed. This Jdifficuldy ceclid bs evelded 17 the
forelgn ceuntry concerned issusd a decves vesting sitle t the dollar assets
in she United Fiases of its resident uum regardless of cosplisnce by tha
owner, and if the HStute Depurtment recognised the extra-territorial effect of
such a decree., Inhad evenk, the forelgn government weuld be sble (o estallish
in our courts {is Wtle W the ansets regardicgs of wiwther ih resident
aitisens wubseg ently ad.,gmwi and we could reiuss, a2 8 maiter of peollsy, to
relsase or return e sl lectsd property to the forasr cwper, Eacognition of
the decrwes to the exbent indicated sbove rolses un impertant policy deciasion
for this gewernaent which has sot yet been aaie. It is belleved in fact, that |
none of the waciplens cowntries has S0 date Logued such a deares.

fefore senvluding wmy disovssion of this program, I want to ¢all your
attention to the a6t Shaty 4% has the added Ceature of providing for the
orderly tersinstion o the Foreign Yunds Control 'lecking operations in @
aunner which = {11 avoid the seoans Trewm s goverssent of enexy ARWEtS Gone
coaled in blooked mcvounts stsrding im the anauwes of friendly er neutral nationls.
The plan involves the trausfer % the Jurisdiction of the Uffice of Aliem Property
of all asseis remaining tlooked «fter the publie dasdline date. Thus German,
Japanese, lmngurism, Zumanian,and fulgariasn assets would ve coversdy Pinnish,

» Polish, snd Csechowlovekian assets which will not excesd i“;s iillioa, would be
transferred aud remain idocked until i{nterraticnal develppments rersdt thelr
nltimate digpesition. Aa for the Yugoslavian, Estomisn, Letvisn, and Lithuenian
tlocked assets, if Lussrnational prollews make it impossible to unbloak these

310814



.REPR-ODUCEDATTHE NATION AL ARCHIVES EGt Z\B / !' P T E‘;‘Crhh)b“‘! ”!
FT ry FF {:3 JWT/N/VD:)___X l 3103
e bBefncin } wﬂ NARA Dzt ,.;L'
Box 95 = e |
12 -

assets before the publie deadlime gave, the iﬁrﬂu of Alisn Preperty vould
 slse keep these ussets Blocked vetfl ¢ solution ix found for thelr wltinats
disposltion, “panleh und Perfuguese assets are still blecked panding the
completdon of <the current weyotiations with Ipsin snd “ortugal sovering looted
gold and Uerwan nsgets. Lif these negoulations are succerafnlly copple ted
before wna publio deadline date, srrancazents san prospily e sade fop the
th of these avsultyy mv.iim‘ @thar nend, 1L the aagéﬂnkiw& ars mod
cempleotad by that date, lhowa swsets would Jikemlse be covered in Ve transfer
of the arsots Yo nh'e Jurisctation of the “fiice of \llen Properly nd would
remsin vlecked m.'mr. the oomlna*m nf vhe sepstistions.
Mnally, T shoudd like v add shnt the Lttowrney Coneral has *afarad
me thnd there is adequete swhb::ﬁ.ty wnder the Trading with the ensay ‘et as
smended % sarry ouh all aspecte of the abeve program. Horeever, he program
will be fer morg effaciive in Lelping the reciplient covsivies than would either
ing funkel ML (HR 4576) or the Norblad jswolution (J Ses 268). icoordimgly,
1% appears w se et oo leglaelation of tids kind &e required .ﬁ‘éimlblk.
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III. Conclusions _ _
The following recommendation is submitted for the comsideration of the

National Aéviaory Council:

1. The Natlonal Mviaory Council agrees that the Congress, during ita
wmidnmﬁ.on of the European Lecovery Program, should be sdvised
of the probable extent of the dollar assets in the Uﬁitod States of
nationalem of couniries likely to receive financial gasistance under
the Eu.i'opean Becovary Program, distinguishing as between blocked
and free assets. It should be indicated that the blocked ammetis
held directly in the names of, and indirectly through third
ecountries on behnlf of, nationals of these countiries constd tute
the bulk of the assets in this coun‘hrythﬂﬁhxn been concealed
from the governments of such countries, Accordingly, action to
sssist forelgn governmants in locating private assets is justlfied
only in comnection wit: those which are bloeked.

2., The National Advisory Council agrees that this Goverrment should
help European couniries reseiving financial essistance under the
Furopean Recovery Program in lecating, eonmliing,or cotherwise
securing the benefit of the blocked assets in the United States of
thifr resident eitium. It therefore concurs in the pmgrm set
out in 3 below. The vcsting program deseribed in 3(b) appears
under present clroumstances to ve the most effective means of
rendering help to thasa-countries with regerd to the indirectly-
hald assets of their mationsls. |
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3. ‘The Natlonal Advisory Gomil agrees that the Congress should be
Manﬁd of e intent, unlass Congreas ob-:]ec:h, o pﬂtin‘bo
eperition the Sallauing prodiin vELeh bue mww by the

* Departments of Justice and Ireasury. mm months bnblia notice ;
will shortly be given alter which assets then remsining blocked,
Aaniniing naowhy st sertiOiik iy i ippmpiste Fensiah SR
as free of epemy taint, would be transferred to the jurisdiction of
the Uffice of ilien Property. For administrative ra-son-;'acéonnta ’

containing property vélﬁed _‘a-t' @5,000. or .los§ will be uhblo-ckad in
the near fature without requiring certification or other fo-maliﬁu
except where & known Jerman, Japanese, ihumgarian, Humanian or
Bulgarian interest exists. The Uffice of Allen Property will take

a naw census of the assets which remain blocked as of the deadline
date. In order effectively to help Buropean countries recelving
financial sssistance under the Europesn Recovery Progras im locating,

- centrolling, or otherwise securing the bemefit of the blocked assets

' 4n the United States of their resident citizens, the Uffice of Alien
_ Bmpecrty will then promptly carry ont the fellwinz policies:

- {a) 1o deal with the directly-held assets by making available to
such govermmente the information from the new cenmsus of blocked
assets of their citizens miding in their territories which remain
uncertified as of the public deadline date referred ie above. Each
country receiving mwh 1n.€maﬂm ¥ill be required to investigete
the benefiocial cwnership of property held in the names of ite

citizens for the purpose of discoverihg any enemy imterest, so
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that enemy property will mot eme this gavmt._ Pending

guch investigations, such property will not be vested but will
remain blocked under the jurisdictien of the Cffice of Alien Property.
Ir these mvesugaﬁm show that the assets are owmed by resideats
of the cowniry receiving the information, the assets will be released.
(b) T deal with indirectly-held asséh by vesting any asseis in
blocked accounis of ecountries _receiving ald under the Europannk
Recovery Program, and in Swiss and Liechienstedn accounts, which
remain uncertified as of. the deadline date refarred to above amd
which are not disclosed to the country of which the beneficial owner
is a resident through the furnishing of inforuation as provided in -
(a) above to sountries receiving financisl assistance under the
Furopean Recovery Program. Vesting of uncertified assets in Swiss
and Iischtaustein accounts will be siarted imsediately after the
receipt of the census information by the Uflice of Alien Property
since it is wot intended to furnish such information to the Swiss
Governasnt, OUn the oiher hand, the vestding of uncertified assets
in accounts of couniries ebtaining fimancial assistance under the
Eurepean Recovery Yrogram will not be commsnced before this tovern-
nent received ihe resulis of investigations conducied by these
scuntries on the basis of information furnishsd %o them. If these
iuveriigaidons show ihat the ssseis are held for the account of
residents ¢f another country receiving fimancial assistance under
The Earopean Hecovery Program,  such asseis will be vested unless
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1% 4s possible to inform such countyry of the existence of thas
assots and 1t is found that the asseis are free of enemy taint,
In scoordance with existing law, any Iriendly or neutral property
so vasted would be returned to the beneficial owner upen proof
of the sbasence of any enemy talnt, but only after consilting the
government of the forelgn couniry of which he was & residemt, thus
assuring the disclosure of such property to that government. - |
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/

MEMORANDUK To: National Advisory. Council
4
From: National Advisory Council Staff Committee

Subject: U.S. Assistance in Tracing the Private Dollar Assets
in the U.S. of Nationa%s of Countries Receiving A4id
Under the European Recovery Program

I. The Problem

liost of the countries which are likely to receive financial aid ,
under the European Recovery Program (hereafter called "reeipient
countries") require their nationals to declare their holdings of foreign
exchange assets; some of the countries require that at least the liquid
holdings be turned over to the governments in exchange for local currency.
A1l of these countries: also have exchange controls which require that
permission be obtained from the government covering any expenditure of
foreign exchange assets, Nevertheless a substantial number of nationals
of certain countries follow the practice of keeping their foreign hold-
ings secret from their own governments. Ordinarily this practice is of
little concern to the United States but the fact that American taxpayers
are being called on to make substantial contributions to European
recovery has aroused considerable congressional and public interest in
the subject of European~owned assets which may be hidden in the United
States with numerous demands for action to aid these foreign governments
in locating the assets,

The problem is to determine to what extent the United States can
and should assist the governments of the recipient countries to locate
and control the dollar assets of their nationals concealed in this
country., The question, in general terms, is whether this governmcnt
should undertake to force the private assets into the control of the
recipient governments so that they may be included in the official
reserves or be effectively managed to improve balance of payments
positions. Moreover, some of the countries concerned, notably France,
have decided to mobilize and expend, as far as possible, the privatec
holdings in the-United States of their nationals and have been pressing
for assistance from this government in locating these assets,

II. Discussion

l. Amount of Lssets Involved

L]
For the most part, there are no.completely accurate and de-
tailed figures of the current holdings of dollar assets in the United
States of private foreign nationals residing in the recipient countries,
Reasonably accurate estimates, by major types of property, are, however,
available for each of these countries and are shown below,

W
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Table 1 -
Estimated United States Lssets, Blocked and Free, Held by
Persons in the Recipient Countrics Other than Governments

and Central Banks, as of June 30, 1947

- (in millions of dollars)

Short Long—~term Asse&s 2/
) term \ Direct
Country 1/ Assets  Seccurities Investments Other Total .
Austria - ' 3 1 2 6
.Belgium 132 55 ‘ 85 45 317
Denmark 35 10 8 16 69
Eire \ 15 14 8 - 18 37
France 182 225. 90 150 3/ 647
Greeco 17 5 5 22 49
Italy 2/\ 108 14 2 - 47 Al
Luxembourg 22 5 6 3 35
Netherlands 149 580 360 .55 1,144
Norway 62 ’ 20 5 25 112 .
Sweden 109 50 35 30 224
United Kingdom 280 600 980 445 L/2,305 )
Total 5,116

;/ Turkey, Switzerland and Portugal are not included since it is not
axpected that they will receive financial assistance under the
ERP, 1Iceland is not included because its assets are insignificant,
Estimates of long-term assets are based on TFR-300 data as of
June 14, 1941, adjusted for transactions and price changes and
other known factors. Calculations were made by the Department of
Commerce and Treasury Department.

3/ 1Includes assets since vested by the French Government.

4/ Includes about $900 million of assets pledged by the British Gov—

_ernment as collateral to the HFC loan of which about $193 million

' remained unpaid as of September 1, 1947.
~ 5/ Does not include assets of the Vatican.

@

In assessing the significance of the abowe figures in relation
to financial assistance to Europe certain factors must be emphasized.
First, the amounts shown under headings "Direct Investments" and
"Other" in the above table are not readily -subject to liquidation
although some of them are valuable sources of current income., Second,
the table includes 'assets of residents of these'countries who are not
citizens of such countries and whose assets are in general not subjcct
to mobilization. Non-French persons residing in France, according to
the TFR-300 census, held approximately 41% of the assets reported in .
1941 -~ exclusive of "Direct Investments" and "Other" assets - as held
for the account of private persons in France. The analogous percent—
age was even higher in the case of Italy but was lower in the case of
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other countries. Finally, although no accurate figures are avail-
able of the extent to which these assets are known to the governments
of the recipient countries, it is known from Foreign Funds Control
operations that a substantial part of the assets have been declared
to these governments. To the extent that the assets have been declared
they are of course available to these governments either for meeting
balance of payment problems or as supplements to official dollar
reserves. '

It should also be noted that nationals of the recipient
countries hold assets in the United States in substantial amounts
through third countries, notably Switzerland. The amount and real
ownership of most of these assets is unknown to anyone in this country.

2. Assets Blocked in the United States -

“As a wartime measure, all of the private and public holdings
in the United States of the recipient countries, except the United
Kingdom and Eire, were blocked under Foreign Funds Control in the
Treasury Department. Assets which have newly accrued to these coun-
‘tries or their nationals since December 7, 1945, are not blocked,
Since the end of the war the Treasury has established a procedurec for
unblocking the private assets of each of these countries, Under this
procedure, the foreign national residing in any of these countries
must apply to the government of that country for a certification that
therg is no enemy interest in the assets. Although the primary pur-
pose of this procedure is to find any concealed enemy assets, an
obvious incidental result of the procedure is that the assets must
be revealed to the foreign government concerned or else must remain
blocked in this country.

In addition the private and public assets held here by most.
of the other European countries at the outbreak of the war were also
blocked, This includes (a) Switzerland and Liechtenstein, (b) Spain
and Portugal, (c) Finland, Poland, and Czechoslovakia, (d) Yugoslavia,
Estonia, Latvia, and thhuanla, (e) Hungary, Rumania, and Bulgaria,
and (f) Germany. Swiss and Liechtenstein assets are presently being
unblocked through the certification procedure described in the precced-
ing paragraph, No procedure has yet been established for the unblock-
ing of Spanish and Portuguese assets since it has not been possible to
conclude satisfactory arrangements between Spain or Portugal and the
“hllies concerning the disposition of German assets located in thosc
countries or the restitution of looted gold acquired by them from
Germeny. Finnish, Polish, and Czechoslovakian assets are at prcsént
covered by the certification procedure and most of these assets have
already been certified by the respective governments. Yugoslovian,
Estonian, Latvian, and Lithuanian assets remain blocked at the requost
of the State Department and no procedure at present exists for their
unblocking. Hungarian, Rumanian, and Bulgarian assets also remain
blocked since, under the respective peace treaties, this country has
first claim against these assets; as of the present date it has not
been possible to arrive at a settlement of war claims with these
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countries., The remaining blocked German assets in general are
being vested by the Office of hlien Property, Department of Justice,
as rapidly as investigations can be completed. Japanese blocked
assets are, of course, being trcated in the same manner es blocked
German assets.

The amount of blocked assets at the present time is un—
certain. While the census of foreign owned assets in 1941 provides
a basis for estimating the amount that was blocked at thet time, it
has not been feasible to maintain records of changes since that time.
When assets are released under the existing certification procedure,
the ccrtification is made directly by the foreign government to the
private American custodian of the assets without a report to the
Treasury. However, according to the best estimates, the current
status of the blocked private assets of each re01p1ent country is
as set out below,

Table 2 7

Current Status of Blocked iAssots of Private Residents of
Recipient Countries who are Citizens of such Countries 1/

(in millions of dollars)

II
Amount s III
I . Certified Difference

Lmounts blocked as per 1941 census (recent date) I less II

Country Short ~ Direct '
of. Term  Securi- Investments
Residence Assets ties 2/  and Other = Total
Austria +5 .8 1.6 2.9 6 23
Belgium 104.9 27.6 128.3 260,8  174.6 3/ 86,2
Denmark 9.1 82 A 14.8 29.9 4/ 6/ 6
France - 156,6 8744 217.8 461.8  203,0 3/  258.8
Greece 11.5 1,6 1345 2645 9.8 16,7
Italy 5/ 844 545 28,7 7/ 42,6 7/ none 42,6
Luxembourg 21,1 2.9 6.6 30.6 12,3 3/ 18.3
Netherlands 142,1  451,8 4/ 355,8 94946 4/ 68445 265,1
Norway 38.2 3.6 18,4 66.3 25,0 41.3
Sweden 2544 33.0 58,7 117,1 138.9 ' 8/
SECKRET



-

. l\:E_.' RG AB / _ A B g R
v ' e
REPRODUCED AT THE NATIONAL ARCH : ‘—[

E[‘Clx\x)blH
| Entry £2( Sus. Fides ,'.y.a-.,N_NDLS’M}
S File befnstin gl

: gByQﬂb} _NARRDae}é%Z£f'
Box 95 -

T - — s e — - v~ . e > 7 e -

SECRET ‘ ¥ tional hdvisory Council
oscument No. 580

-5~

;/ Holdings of private residents were figured by subtracting govern-
ment and central bank holdings.

2/ Exclusive of foreign securities held in the United States on
June 14, 1941, valued at $10l.2 million. These were partly bonds
expressed in dollars and partly securities expressed in foreign
currencies, |

2/ Figure does not include any securities since the certifying
authorities have not kept account of the value of securltles
certified,

4/ United States dollar bearer securities held in Demmerk estimated
as amounting to $l.5 million and in the Netherlands estimated
as amounting to $147 million have been added to the census data
for these two countries,

5/ Vatican holdings deducted., |

é/ The Danish Government has not yet submitted a report appropriate
for the present purpose but it is known that a very substantial
portion of the Danish assets have been certified,

Z/ Approximately $15 million of Italian assets have been vested by
the Office of Alien Property and this amount has therefore been
deducted from the census data.

8/ Excess .of certified amounts may result from higher market value
of securities at time of certlfylng.

It rust be emphasized that the flgures in Column III above
do not, without numerous adjustments, represent the amount of dircct
holdings of recipient countrics which would be available for meeting
their balance of payments problems, For one thing, the valuations in
Columns I and II are for different dates and are thus not directly
comparzble, It should also be recognized that the amounts shown
under the heading "Direct Investments and Other" are not in general
readily subject to liquidation although some of them are valuable
sources of current income, The amounts have to be further adjusted
downward to allow for departures of owners of some of the assets
from the jurisdiction where they resided in 1941 and for withdrawals
for meny purposes permitted under foreign funds licenses, In those
cases where the countries, in reporting the amounts certified, did
not include securitics (sce footnote 3), the figure in Column III
must be further reduced since it is known that some securities have
been certified even though account has not been kept of value of thosc
certifieds On the other hand, the figures in Column III raust be ad-
Jjusted upward to allow for (a) increases in market value of securitics
and accretions of incoms, (b) amounts included in Column II covering
assets of non-citizen residents since these assets, although subject
to certification, are not usually mobilized, and (c¢) amounts included
in Column II covering assets listed under the heading "Direct Invost—
ments and Other" since thesc assets are not readily subject to
liguidation.

In view of £hq above factors, it is not possible to calculate

acourately the amount of direct recipient country holdings in the
United States which are unknown to the governments of those countries
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and which are available for ready liquidation, From this and other
collateral information, it may be deduced that the amount of blocked
uncertified assets in the United States belonging to private residents
of recipient countrics who are citizens of such countries may amount
to as much as $800 million. At the same time, it should be noted that
the amount of such assets which could be readily mobilized may not cx—
ceed $300 million or $400 million, In the case of France, for example,
it is not likely that this latter amount would exceed $100 million to
#150 million, The French Ministry of Finance has estimated that the
amount involved is approximately $150 million,
In addition, nationals of these countries hold substantial
but unknown amounts of blocked assets here through intermediaries in
other countries, notably Switzerland. According to the TFR-300 ccnsus,
the total amount of cash, deposits, and securities held in the United
States in prlvate Swiss accounts amounted to 441,000,000, It is
doubtful that more than 30% or $132,300,000 represented Fronch asscts
held through Switzerland.¥* This amount would be somewhat higher today
due to rises in the prices of securities since 1941, In addition some
small part of the $441 million, perhaps 10%, represented assets held
through Switzerland for Italian, Dutch and other recipient country
accounts, The real ownership of the assets held through Switzerland
can be established only if the system of unblocking requires the.
participation of the Swiss Government since that Government is the
only one in a position to ascertain which assets are in fact Swiss—
owned and which are merely held through Swiss intermediaries.

It is anticipated that in the near future any blocked accounts
in which the total value of the property is $5,000 or less will be un-
blocked through the issuance of a general licepnse not requiring certi-
fication by any foreign government, Accounts in which there is a known
German, Japanese, Hungarian, Bulgarian, or Rumanian interest will bc
excluded from this general license and will remain blocked, The pur-
pose of the license is to reduce the administrative problems in connec-
tion with maintaining the blocking controls over small accounts, The
effect of the general license, so far as assets of recipient countrics
is concerned, will be to unblock automatically approximately 49% of
the total number of accounts involved, although the amount of property
unblocked will be less than $40 million or 1,7% of the amounts reported
in the 1941 census as held by residents of the recipient countrics.

* Various estimates have been made of the size of French assets held
through Switzerland, The 30% figure is based on information ob-
tained through the operations of Foreign Funds Control and is
borne out by statements of representatives of two of the largest
Swiss banks that about 25% of their dollar assets represent French
holdings.,
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3, Free Assets in thelUnited States

As indicated above, the assets of the United Kingdom and
Eire were never blocked. It is believed that British citizens re-
siding in the United Kingdom have, for the most part, declared their
holdings to their government leaving no important problem with respect
to concealed British assets, Private Eire holdings in the United
States are small and therefore of little importance.

hssets accruing since December 7, 1945, to residents of the
countries included in Table 2 have not been blocked by or reported to
this government except in a limited statistical manner. Accordingly,
no accurate figures are available. Available data indicated that
private foreign short—term balances since December 30, 1945, declined
appreciably for France and the Netherlands and increased for Italy,
Norway and Denmark., In the case of Italy the increasc was 90 million,
but this increase was in the accounts of Italian banks and can therc~—
fore be assumed to be known to the Italian Government. The increases
for Norway and Denmark were 314 and $l6 million respectively. [Lata
regarding transactions in securities indicate net liquidation of United
States sccurities by nationals of the recipient countries of about
150 million in the period between the end of 1945 and June 30, 1947.
It is possible that some assets unknown to foreign goverrwments may
have accumulated here despite the liquidation which it is assumed
took place primarily with respect to property which had been declerced
under applicable foreign law, '

4e Ways and Means by Which This Government Mjght Cooperate with
the Foreign Governments to Assist Them in Locating and Con-
trolling Private Assets in the United States of Their Nationels

In section 5(b) of the Trading with the enemy Act the executive
branch of the United States Government has formal legal authority to take
any of the measures discussed below, Therefore it is not believed
necessary to discuss legal questions in this memorandum, although
challenges to the government's authority might actually be instituted
in the courts by persons affected by the measures.,

2., Assets Blocked in the United States

/ As indicated in connection with Table 2 above the maximum
amount of assets blocked in the United States which have not yet been
certified and are therefore probably unknown to the government of the
recipient countries is estimated as not exceeding $800 million, In
addition there are unknown amounts held indirectly in the United Steatecs,
notably through Switzerland., As noted above, however, it is probable
that private assets of recipient countries held through Switzerland do
not exceed $175 million,
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With rGSpec£ to these assets we could cooperate with the
foreign governments concerned either by (i) making available to the

foreign governments concerned information already available

through-

the TFR-300 census of July 14, 1941, (ii) taking a new census of
blocked assets with the results bcing turned over to the foreign
governments concerned, (iii) furnishing information from new census

to recipient countries coupled with a vesting of Swiss and

Liechtenstein

accounts and residual accounts of recipient countries not reached for
the benefit of such countries through the furnishing of information,
(iv) rccognizing decrees of foreign governments vesting the doller

assets of their nationals and using directive powers under

the Trading

with the enemy Act to compél persons in the United States having
custody of the assets to turn them over to some central foreign govern-
ment account, or (v) offering inducements to owners to gain their

cooperation.,

iD

Turning Over to Foreign Governments Information Now Available Under

the'TFR—BOO Census

The turning over of this information would obviously assist foreign

govermments in gaining control over the direct holdings of
In fact numerous requests have been received since the war
governments for this information.
fused.
difficulties:

First, the census was taken primarily for the purpose
that our wartime freezing controls would be effective, In
assure complete coverage, the pcrsons reporting were given
that.the material which they submitted would be treated as

their netionals.
from foreign

Such requests have uniformly been re—
The turning over of such information raised the following

of assuring
order to
assurances
confidential

information to be used only for official purposcs of this governmcnt,
An important segment of the reporting public construed this assurance
to mecan that the information would not bé made available to foreign
governments.

Sccond, the census reflects the amount of assets as of June 14, 1941,
This informztion is now inaccuratc because (a) some of the owners of these
asscts have, since 1941, removed themselves from the jurisdiction of the
recipicent countries; and (b) the amount and location of the asscts has
been affccted by the operation of Foreign Funds Control.

Third, the census information will not assist foreign countrics in
locating or controlling assets of their nationals held here indircetly
as, for example, held through Swiss banks and other Swiss institutions.
ii, Turning over to foreign governments informetion to be: obtained from
a new census of blocked asscts

The taking fof a new census of blocked assets with the announcecd
intention of furnishing the information to foreign governments would,
of course, eliminate the first two difficulties outlined in the preccecd-
ing section. However, the new census would not deal with assets held
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here indirectly and thereforc fails to meet a substantial part of the
problem, Moreover, a new census might raise difficulties as to com-
pliance with the reporting requirement, although these difficultics
would not be serious sincc most finencial institutions would undoubtedly
nake the required reports and a check of other persons could be made
through the TFR-300 reports.

iii. Furnishing information from new census to recipient countrics
coupled with a vesting of Swiss and Liechtenstein accounts and
the residual accounts of recipient countries not reached for
benefit of such countrics through information program.

\

Lfter a three months public notice, assets then remeining bloclicd,
including assets not certified by the appropriate forcign governncnt as free
of eneny taint, would be transfcrred to the jurisdiction of the Officc
of Alicn Property. That Office would take e new census of the assots
which rcmain blocked as of the public deadline date and would institute
the following two-fold program - information and vesting - to assist the
recipicent countries effectively in locating, controlling or otherwisc
securing the benefit of blocked assets in the United States of their
resident citizens:

(a) To deal with directly~held assets. by meking availablc to such
governments the information from the new census on blocked cssets of
their citizens,including juridical persons, residing in their tcerri-
tories which remain uncertified as of the public deadline datc, Each
country receiving such information would be required to investigate
the beneficial ownership of property held in the names of its citizens
for the purpose of discovering any eneny interest so that cnemy pro-
perty would not escepe this government., Pending a reasonablc period
for such investigetions, such property would remain blocked under

the jurisdiction of the Office of ilien Property. If the investige-
tions showed that the asscts bclonged to residents of the recipient
countries, the assets would be released,

(b) To deal with indirectly held assets by a vesting proéram with
respect to accounts which remain uncertified after the deadline dates
Processing of uncertified assets in Swiss and Liechtenstein accounts
for vesting under applicable law as enemy property will be sterted
immediately after thc rcceipt of the census inform-tion by the Office
of Alien Property. The vesting program will also be applicd to un-
certified assets held indircectly through recipient countrics where

the program described in (a) above does not result in disclosurc to

the beneficial owner's government, In the absence of definite

evidence of non-enemy owncrship, full weight will be given to the pre—
sunption of enemy ownership arising from the failure to obtain certifiea-
tion. Evidence of non-eneny ownership or interest offered,either before
or after vesting would be checked in accordance with the usu~l in~
vestigative rrocedures of the Office of A4lien Property. These
procedures involve disclosure to the governments of the countrics

of which persons claiming legal or beneficiel interests are rcsidents.
Of course, any vested assets which are proved to be non-enemy noy be
returned under existing law applicable to the return of vestcd property.
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From the standpoint of locating concealed foreign assets, the
principal advantage of this proposal over the other two is the froct
that it does deal with the problem of indirectly-held essets, This
is truc beccuse Swiss accounts arce also blocked and zre releascd only
through the certification procedure. The Swiss Government is not per-
mitted to certify assets held through Switzerliand cxccpt on the basis
of a cross-certification from the government of the country wherc the
beneficicl owner rcsides. There is no satisfactory alternative but
to rely on the Swiss and other interested governments in ascertaining
whethcr property held in Swiss accounts is Swiss-owned, enenmy-owned,
or owned by nationa ls of recipicnt countrics.

L further advaentage of the proposal is that it would providc for
an orderly termination of Foreign Funds Control without sacrificing
its most important current objective. It would avoid the escapc from
this government of enemy asscts concealed in blocked accounts. standing
in thc nemes of persons in fricndly or neutral countries. Morcover the
plan involves the transfer to the jurisdiction of the Office of /Alien
Property of all asscts remcining blocked after the public deadline dated
Thus Germen, Japanesec, Hungarian, Rumanian, and Bulgarian assects would
be covered; Finnish, Polish, and Czechoslovakian asscts which will not
exceed &5 million, would be transferred and remained blocked until
international developments permit their ultimate disposition. 4s
for the Yugoslavien, Estonian, Latvian, and Lithuanian blocked asscts, if
international problems make it impessible to unblock these assets before
the public decadline datc, the Office of flien Property would also kccp
thesc asscts blocked until a solution is found for their ultimate disposi-
tion, Spanish and Portuguese cssets are still blocked pending the com—
pletion of the current negotiations with Spain and Portugel covering
looted gold and Gerrien asscts., If these negotiations are successfully
completed before the public deadline date arrangements can promptly be
made for the unblocking of these asscts; on the other hand if the
negotiations are not completed by that date these essets would likewiso
be covered in the transfer of the assets to the jurisdiction of the
Office of Alien Property and would remein blocked pending the conclusion
of the ncgotiations.

fi difficulty with this progrom from the standpoint of promptly
locating indirectly-~held forcign assets is the fact that the foreign
nationals who have not revealed their assets to their own governmcnt
may, notwithstanding the -announccd progrem to vest these assets, choosc
not to declare their assets for certification. This difficulty might
be met in part if appropriate forcign governments were to grant some
moderation of penalties for failure to have previously declared the
assetse /Lccordingly, if this slternative is adopted, our governmcnt
would use its good offices in an-effort to bring about the granting of
such moderation. However, the epproach to the foreign gcvernments weuld
be informal =nd on the basis of pointing out the beneficial effect in
specding up the certification procedure and thereby rcducing the amount
of asscus to be vested by the Office of Alien Propcrty. It has been
argued that many foreign nationals will nonetheless choose to forfecit
their indirectly held assets: If this proves to be the case, considera-
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tion could be given at a later date to the allocation of the vested
assets among the recipient countries. Of course if a more effective
progrom is hereafter proposed for dealing with the indirectly-held
assets, it could be adopted as a supplement to or in lieu of the vest-
ing program described in (iii) (b) above.

4 further difficulty arises in connection with citizens of re-
cipient countries who permanently migrate from the continent of Europe,
In such cases, the individual involved would be able to obtain the re-
lease or return of his =zssets before or after vesting and the government
of the country where he formerly resided would not obtain control over
the assets, It can be expected that some foreign netionals will so-
migrate and that others will allege that they have done so, but may,
in fact, return to their former place of residence once the assets
have been released or returned, -This difficulty could be avoided if
the foreign country concerned issued a decree vesting title to the
doller assets in the United States of its resident citizens regardless
of compliance by the owner, and if the State Department recognized
the extre-territorial effect of such a decree. In that event, the
foreign government would be able to establish in our courts its title
to the assets regardless of whether its resident citizens subseauently
migrated and we could refuse, as a matter of policy, to release or re—
turn the affected property to the former owner. Recognition of the
decrees 'to the extent indicated above raises an important policy de-
cision for this government which has not yet been made. It is believed,
in fact, that none of the recipient countriecs has to date issued such
a decree.

ive. United States Implementction of Foreign Vesting Decrees

In thosc cases where foreign governments decide to issue decrces
vesting in themselves title to the dollar assets in the United Statces
of their nationals, the United States might give effect to such de—
crees by recognizing their extraterritorial application and by using
the directive powers under the Trading with the Enemy ihct to require
the United States holders of the assets to turn them over to a central
foreign government account., Since the identification of concealed
enemy assets held in private foreign accounts would not be possible
under this plan a secttlement would be negotiated with the foreign
governmcnt under which that government would egree to pay over some
mutually satisfactory percenteage of the assets which were centralizcd,
Under this plan the foreign national could recmain anonymous from his
own government and still receive compensation, in the form of a bearcr
bond, probably in foreign currency, through arrangements made by the
foreign government with /American custodians. The foreign government
could also arrange for compensation to be temporarily deferred until
the currency of the country is stabilized. It mey turn out that
persons in the United States holding the assets will not be willing
to comply with the directive without first testing its validity in
the courts. Even if this proves to be the case it might be possible
for an immediate losn to be arranged, perhaps by the Export—Import

-
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Bank, on the security of the assets to be centralized so that dollar
assistance might be provided under this plen at an early date,

This proposal has certain advantages. It might remove some
of the objections of our financial community to the rendering of
assistance to foreign countries in locating private assets, since
the foreign nationals could remein anonymous from their government
and since the compensation arrangements might be deferred with the
prospect that compensation might be at a more favorable rate.
Finally, for the same reasons, the Swiss banks might regard such
a plan as more favorable to the interests of their foreign customers
than other proposals. If so, the Swiss banks might possibly cooperatc
to the extent of identifying by nationality those parts of their
accounts in the United States which represent assets of nationals
of countries participating in this plan.

The directive plan has scrious disadvantages. It is too limited
in applicability to deal with the over-all problem of blocked private
assets in the United States. For ecxample, somc of the recipient
countries will not desire to vest title to the dollar assets of their
nationals since they will prefer to permit their nationals to retoin
their dollar investments in order that the income earned can be used
to mect balance of peyments deficits. Even in the case of recipient
countries that do vest title to private assets, the directive plan
will not be readily applicable to all directly held assets since
some of these asscts are not readily subject to centralization, as
for example, interests in trusts crcated here, and since such countrics
probebly would not care to liquidate the direct investments of their
nationals in controlled enterprises in the United States., lioreover the
directive plan by itself will not meet the problem of assets held through
Switzerland since it is clear that the Swiss banks would cooperate with
the directive plan only if the vesting proposal had been announced, in
which case they might prefer the directive plan as being more favorable
to their customers in the recipient countries. Finally, Switzerland,
although not a recipient country, has blocked private assets in the
United States which have not been certified and which could not be
dealt with under the directive plan eince Switzerland certainly would -
have no reason to vest title to the private dollar assets of its
nationals,

In view of the inadequacies of the directive plan it is clear
that it would be necessary to supplement the directive plan by using
the vesting proposal outlined in (iii) above. Moreover it would not
be possible to set as early a date for the transfer of the assets to
the Office of Alien Property as has been anticipated since it would
be nccessery to allow adequate time for working out and implementing
the details of the directive plan. Probobly the earliest that the
transfer could be made would be the end of 1948,
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well causc troublesomo lltlgatlon. In addition to the problem of
following up the directive orders to insure compliance, the administrator
would be faced with difficult problems in devising procedures for handling
asscts which are not readily centralizable or which for one reason or
another should not be ecentralized.- In fact, as to such assets, the most
that could be done under any program would be to provide the foreign
governmecnt with information thereby enabling that government to control,
the income. It is exceedingly doubtful that persons in the United States
holding the assets would comply with the dircctive without first testing
its validity through our courts and thus involving this government in
long and difficult litigation. It may be concluded that, if it is
decided to recognize foreign vesting decrees expressly, it would be

more desirable to do so by coupling the recognition with an informetion
program rather than with the directive plan since the information pro-
gram would not involve as serious administrative or legal problems,

.

Finally the feature of anonymity would raise serious difficulties
with rcgard to persons in countrics which did not desire to vest title
to the dollar assets of their nationals, Persons in such countrics
could argue thet they should zlso bec permitted to remain anonymous
from their governments, but this would not be possible under any pro-
gram other than the directive plan and that plan could not be uscd for
all countrics. :

ve, Offcring inducements to oviners to gain their cooperation

Various proposals have been advanced designed to obtain the coopcra-
tion of the owners of the blocked ~sscts by offering them various induce-
ments. The most complete proposal of this kind to date is one which pro-
vides for unblocking assets in the United States of residents or rccipient
countrics under a procedurc for determining the absence of enemy intorecst
without requiring the disclosurc of the owners to their respective govern-
ments provided that (2) a certain percentage of each person's asscts were
surrcndered for remittancce to the appropriate government in lieu of out-
standing penalties for failure to have complied with the laws of that
country rcgarding such assets and (b) the remainder of such asscts were
ligquidated and the proceeds invested in United States Government or other
suiteblc sccurities which would be in non-transferable form for a spccified
period of years. Such a procedure for determining the absence of cnemy
intercst would involve relying on somc agency, such as the Swiss Compensa-
tion Office or the Federal Rescrve Bank of New York, outside the country
of which the alleged owner is a rcsident and that agency would hold
confidential any information disclosed to it. The amount to bé surrcndered
to the respective governments in lieu of penalty would be determined by
agrecment with such governments, If the amount remajining after deduction
of the surrendered percentage is invested in bonds of the United Stectes,
such amount could be applied for the purposes of the European Recovecry
Progranm under appropriation by thc Congress. If there are objections to
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the usc of bonds of the United States for this purpose, the unsurrcndered
amount might be invested in long term bonds of the International Bank for
Reccnstruction and Development. The International Bank has indicatced,
however, that it would probably not be willing to make any commitmecnt in
advance as to the usc of the.funds so invested other than that they would
be uscd for the making of loans for the purposes specified in the Articles
of lLgrecment of the Bank in the same manner as other funds borrovicd by
the Bonk, due consideration being given to the source of the funds in
determining the types of loans for which they should be used. In order
to provide for a reasonably prompt solution of the problem a reasonable
time limit, such as six months, would be allowed during which the owners
of the assets could avail themselves of this plan. It would be made
clear that at the end of such period all such blocked asscts not so
releascd would be vested by the Office of Alien Property.

This proposal has certain advantages, It might remove some of
the objections of our financial community to the rendering of assistance
to forcign countries in locating private asscts, 'since the foreign
nationals would remain anonymous from their own governments and would
be guaranteed a return in dollars after an agreed period with interest
during that period, except for the amount surrendered in lieu of
penalties. For the same reasons a larger percontage of the foreign
nationals involved might teke advantage of this plan than would bc the
case under the other alternatives discussed above.,. This factor would
be particularly significant in the case of assets held indirectly through
Switzcrland where the foreign national hes the ability under any plan
to forfeit the assets to this government in lieu of having them put
under the control of his own governments Thec proposal might also appcal
to somc of the foreign governments conccrned if it represcnted the extent
of the cooperation this government was prepared to give in meeting the
problem, since the amounts surrcndered by their nationals in lieu of
penalty would be available rcasonably promptly and since the funds
invested as described above might in fact be used for the benefit of
the countries concerned even though no expressed commitments to that
effect werc made,

There are also certain disadvantages to this proposal. In the
first place it would not entirely achieve the purpose of bringing
assets of their residents into the hands of ‘recipient countries in
support of the European Recovery Program, The countries would not
securc control of the principal sums which their laws require to be
discloscd but would merely reccive a relatively small part in lieu
of penalties. For this reason the recipient countries might not
agree with the program except on a take-it-or-leave-it basis. The
proposal is less advantageous to the imerican taxpayer than alternative
(iii) above which provides a program whereby the assets are entirely
turned over to the recipient countries or are forfeited to this country,
If United States Treasury bonds were issued, the /imerican taxpayer would
ultimately be obliged to provide funds for their redemption. On the
other hond it appears that the carrying out of the program through

‘the issuance of bonds by the Ifiternational Bank would not be a truly
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appropriate function for that institutions. The Bank has always becn
conccived of as a means for encouraging private participation in for-
cign investment by the addition of safeguards, including in effcct
government guarantees, which are not present in the ordinary capltal
market, ~ It may be questioned whether, as a matier of policy, the

Bank should participate in a semi-coercive enterprise involving delicate
relationships between member governments and their citizens. Morcover,
because of the guarantee featurec the issuance of bonds by the Bank would
involve some possible risk to the taxpayers of this country.

In addition this gévernment would either have to forego any attempt
to locate cnemy assets. concealed in blocked accounts or would have to
create new and less effective machinery for disclosing such assets,  The
owner of the assets could not remain anonymous from his own government
unless this government departed from the established principle of re~
quiring the investigation of ownership to be made by the government of
the country of which he is a resident. Substitute machinery for deter-

- mining the absence of enemy interest would be less effective since the
administrator of that machinery would have no effective means of carry-
ing on investigations in the country where the alleged owner resides
and accordingly would be unable to penetrate the many and varied cloak—
ing devices which have been established to conceal an enemy taint. It
might, of course, be possible to negotiate a settlement with each
foreign country whereby an agrecd percentage of the assets surrendered
in lieu of penalty would be turned over to this government as repre—
senting the probable extent of the concealed enemy assets.

The relationship of the proposed plan to assets which are not
readily marketable would involve serious discrimination, as well as
practical .difficulties for the administering agency. If the plan
were applied to .such assets thc owners would have to dispose of the
property at a sacrifice, or would have to declare it to their govern—
ment as an alternative to having it vested. In any of these events
such owners would be less favorably situated than the holder of
marketable assets who may anonymously retaih the value of his pro-
perty, less only the payment in lieu of penaltys If, on the other
hand, asscts not readily marketable were exempted from the plan,
except as to penalty, the owners of such assets would be more favorably
treated than owners of marketable assets. Moreover, some agency would
then have the difficult problem of deciding which assets were ot
readily marketable and therefore exempt.

Finally the program does not really avoid a departure from the
traditional treatment of private foreign investments in the United
States since it is apparent that foreign nationals will not sacrifice
even the amounts in lieu of pecnalties unless it is clear that any
assets not made available within a reasonable period will then be vcsted
by this government. Bzsically therefore this plan involves a forced
investment either in United States Government or in International Bank
bonds. Whilc the plan offers substantial mitigation to the owner who
accepts it, the United States must in principle make .the same basic

SECRET

310834



REPRODUCEDATTHENAT'O\ \LA"C"“'E RG /AB / .- M'GM%A-'E‘:EC:‘) SIFIED ’“ml
Entry £=¢ Sude Fakes | | iy VDY) 6 3 0
File bﬁ‘(;\S"n/\ "‘/!&3})! MR,\[),'Q

J

Box 3}9 _ )

- s ——————————

B e e e

SECRET | . Naticral hdvisory Council
D¢ aent No, 580°

- 16 —

policy decisions as in thc casc of the more direct programs becausc
of the need for underlying coercion., lioreover, as to persons not ablc
or willing to accept the plan, these policy decisions ultimately must
be carried out.

\

i1l of the above proposals contemplate the taking of measures
by this government which directly or indirectly assist foreign govecrn-—
ments in locating private asscts of their nationals. Such measurcs
would conflict basically with the views of financial institutions in
this country regarding the treatment to be accorded private property
held herc by foreign nationals. Moreover our financial institutions
would stress the fact that scne foreign countries have compulsory
mobilization laws and that compensation in local currency is paid at
unrealistic. rates of exchange which have the effect of partial con-
fiscation, They would also emphasize that: the:traditional view has
been that the United States necd not concern itself with violations
by foreign nationals of the foreign exchange laws of other countrics,

In evaluatlng the specific alternatives in the light “of the
general .objections outlined in the preceding paragraph, it appears
on the surface that alternative (v) is the least vulnerable., Howecver,
under this program not only would the least assistance be given to the
recipient countrics in regard to their private blocked assets but its
successful execution is itself dependent on its being coupled with a
vesting program for the residual amounts. Thus any program designcd
to assist foreign governments effectively in locating, controlling or
otherwise securing the benefitsof.private foreign assets cannot en—
tirely meect the objections raised by financial institutions. Under
all the circumstances, alternztive (iii) is the preferable program
since it would be most effective in assisting in the mobilization -of
foreign private assets and would 1nvolvo the least administrativo
and legal difficultics,

be Froe Asscts in the United States

As indicated in Section II 3 above, it is difficult to advance
any figures concerning the amounts that have accrued since December
7y 1945, and which are not known to the governments of the countries
concerneds In fact, however, such data as are available indicate
that no significant amounts of private foreign assets have come into
the United States during this period which are held openly in the
names of the owners.

If, however, it is assumed that some private foreign holdings
during this period have been brought into the United States, the
following proocedures might be utilized to assist the foreign coun-
tries concerned to locate and control these assets: (i) a new
comprchensive census, or (ii) use of dlrectlve powers to force the
centralization of the assets,

-
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is, 'New comprehensive census of all assets .held here by natlonals
of the recipient countries who reside in those countries.
|
Such a census can be expected to afford assistance to foreign
governments in locating and controlling the assets of their citizens
if the results are made availeble to those governments. The problem
of the flight or concealment of assets after the project for such a
census became known could be met by taking the census as of a date
in the recent past. It-is highly unlikely that foreign nationals
could effectively conceal their assets from their governments if
informetion concerning their recent holdings were available,

There are serious difficulties with this proposals In the first
place it is doubtful that the benefits to be achieved would warrant -
the difficulties involved in the taking of such a census since (a)
such a census would obviously not meet the problem of assets held
here indirectly through third countries; (b) there might be evasion
of the reporting requirements even where the assets are held here
directly; and (c) such data as are available indicate that no
significant amounts of private foreign assets which are held openly
have come into the United States since December 7, 1945, the date
on which the freezing controls over current transactions were
eliminated:

Such a census would tend to cause the cloaking of foreign-owned
assets which might come into the United States in the future. Accord-
ingly, a census alone would be effective only for assets now herei. A
long-term policy of assistance could be implemented only through the
adoption of measures in the nature of exchange control, with a sub-.
stantial investigatory staff, and through exten51ve cooperatlon of
foreign governments. N

ii, Use of directive powers to force centralization of assets,’

A directive program to deal with the problem of presently free
assets in the United States would not be likely to produce significant
results since it would be subject to all of the basic difficulties
outlined under 4—~a-iv above and to the additional considerations
discussed under the preceding topic,

iII} Conclusions

The following recommendation is submitted for the consideration
of the National Advisory Council:

l. The National Advisory Council agrees that the Congress, during
its consideration of thc European Recovery Program, should be -
advised of the probable extent of the dollar assets in the
United States of nationals of countries likely to receive
financial assistance under the European Recovery Program,

-
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Dear Walter:

Y am enclosing for your information copies of Becretary Snyder's
letter of Pebruary 2, 1948, to Senator Vandenberg concerning private
blocked asseis of recipient country nationals. In reading the letter
to Senator Vandenbdrg it should be noted that Mturhnd, altbough 8
participating country, is not a recipient country \mder Eurcpean
Recovery Program.

Yes terday morning Mr. Oridlssli and Mr. Bruppacher called at my
office and were furmished with coples of the letter to Senator
Vandenberg and were handed a covering letter, a copy of whioh is
also enclosed. It gppears from the inmitial reaction that the Swiss
will, as expeqted, enter a strong protest against the vesting of
property standing in Swiss and Lischtenstein names as provided in
sub~paragraph (b) on page 6 of the letter to Semator Vsudenberg. In
view of the importance of French private assets held through Switser-
land I am also enclosing for your information a copy of a covering
letter which was handed to Valonsi )m'c yesterday.

You will note that the probabla dau for the temmination of our
blocking controls is June 1,1948. In this connection reference is
nsde to your letter No. 498/6f Uctober 14, 1947, in which Dr. Schwab
vas gtated to have inguired whether the tersmination date could ve ex-
tended to Jume 30, 1948. Your attentlon is called to the third para-
graph of the encluiod letter to ¥r. Bruppacher which is intended to
relieve the Swiss fears arising from the fact that they may not be
able to complete the investigatory work in connection with the cer-
tification of Swiss property by June 1, 1948.

I% is stdll too early o determine what the Congressional reaction
to the program will be although I gather that Senator Lodge was pleased.

_ I doubt that any action is required on your rrt but I wanted to
let you know about cwrrent developments here.

T am pending & similar letter to Mr. Twlinson and dir. Tasca.
SSncerely,

IOHN S. RICHARD-
John &. Richards

¥r. Walter OstWow Director
U. 8. Treasury Represgntative -~ .~
Bern, Switzerland ,5:,,7,«-‘ Gy el

Enclosures  JSRichards:ltm 2/3/48
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Bern, October 14, 1947
No, 498
Dear John:

During the meeting with officials of the Swiss Clearing
Uffice in Zurich yesterday Dr., Schwab stated that he had re-
ceived a communication from the Political Department that the
Treasury intended to terminate its blocking controls by
April 1, 1948,

Schwab was disturbed by this news. He explained that
when his office took over this work it was expected that it
could be completed in 1-1/2 to 2 years. He was certain that
this work could not be completed by April 1948, and he re-
quested that I inquire as to whether an arrangement could be
made whereby the Swiss end of the certification work could
be extended until June 30, 1948,

It would be appreciated if you could let me know as soon
as possible whether such an arrangement would be acceptable
to the Treasury. '

Very truly yours,

Walter W, Ostrow,
U.S. Treasury Representative.

Mr. John S, Richards,

Assistant Director,

Office of Intermational Finance,
U.S5. Treasury Department,
Washington 25, D, C.
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Dear Count Ahlefeldt:

In arder to advise your Governmest of owr plans in conmectieam with
blooked accounts still remsining uncertified, 1 am encloming a eopy of a
letter which Seeretary inyder har %oday sent to Senator Vandenberg, Chairman
of the Seuate Foreign Relations Committee, at the latter's request, setting
out this Government's plan fer desling with this prodlsx., Yhe stteation of
your Government 1s eallsd to the description eof the plan which starts at the
bottom of page 5 of the enclosed letter, It is ocur intention to issue ob or
about Harch 1, 1948 the pudblic notioe referred tc in the letter, This plan
is directed toward completing the certificatiom of ell non-~emsmy accounts in
the names of your nstionals by June 1, 1948,

We shell sdvise you of the exmet date an whish we ahall isaue our
- public notics so that your Governmsnt will be able te issue simultenscisliy

an announcerent arging its residents to apply to the appropriste sutherities
for the cartificetion of assets held in their namwes which are eligible for
ocortification in arder that property shich in fuet a# well as in nsue bslongs
to friendly or peutral persons will not be transferred to the jJwisdiotion
of the Offioce of Aliem Property.

It is believed that any questions of econflisting vleims batwesn
our governmeuts to any property which may be vested under the prosedure

desaribed sbove ann be settled at a later date sfter a wore preciss deter-
nination esn be mede of the mature and extant of the problsm,

A sinilar communiostion iz being sent to each of the other somitries
aovered by General Licenze Ho, 95.

éinceraly yours,
JOHN S. RICHARDS

John 8, Hichards
Diveotor

Cuunt Benediot Ahlefeldt-Laurvig,
Finausial Counseler, Danish Exbassy,
Offiee of tlw Finanoisl Counseler,
Room 1614, 42 Breadway,

New Yark, Hew York, '

Englosure,

nmuuﬁnam'AMMs
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Ap sgreed with you I heve arrvenged a seeting in your office for 11 a;éu
donday, Pebruary 9th, % discues the lollowing Forelgn Funds Contrel prob

on to the plan outiined in the letter t.o Smaior /

8 pos uh -
or presusing P eneny interast 1n uncertified property in Swise mﬁ I.&cchm-
sisin sccount beceure of the provision in paragraph 6 of the defrosting letter
of November 22, 1946, providing for the transfer te s special blocked aceount
AY in the United States of property held through Switserland for Jermams im
Goymany snd Jupanese in Japan, which provision the Mu are pregared to
implament as Boon as we work out the details in connection with establishing
the special blocked socount. The Swiss also want sertais concessions such as
(a) ability to certify assets held through Switserland by Swiss nationals
residing 4n Spain and Portugal and in other General Lisense Fo. 95 countries
ul thout sny oross-certification frem country ef residence, (b) automatic une
blocking of mmall dellar accounts up to §4,500 held through Swies banks, and
(o) assurances that a reasgpable time will be parmitted them to complete the
investigetion of Swiss properdy before this CGovermment sstually vests Swiss
proparty under investigation for certification by the Swiss Uompensation Office.

It is oy view that we should stamd firm egainet the point made in the
Firgt sentence on the ground that the transfer to the AX account of certain
German and Japanese property held through Switmerland does not in any way
negative the presunption of an enexy interest in any other property held im
Swiss or lischtenstein account in the abserce of a certification of non-~enemy
interest by the Swiss lovermmsnt. Yo the other hand, 1 bellieve we should
agres % make the abuve ues concessicns W the Swise.

I suggest that we asleo take the position with the Swiss tlat the vesting
of the residual uncertiiied Swisp and Llechtenstein accounts can be avelded Lf
the “wiss Covernment will vooperate with this and other European Recovery
Program countries by farnishing informaticn %o the recipient countries come
cerning dollar sssets held through Swiltazeslund by nationals of resiplent
eountries. I feel that cur announoesent ikt we will furmish infermation to
the reciplent countries greatly strengthens our position to inaiss that the
Swiss do likewioe or that the property will be vested.

Host of the pesikions discusced above will have to be cleared with State
Jus tloe.
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2. Prench held th Hetherlands. (Sn sttached copy eof
Wy s6mOrsnouR TOT % Tiles of %r ﬁ 1947.) 1 have suggested W weth
the Fremah and Dutoh Covermments mt,dmnmwmé te furmish the
Duted Government with information concerning aseetz held in Duteh account,
the Duteh dovermsens should ip twrn furnish the lnfermaties % the “romch
Government where ia fuct the wssets involved balomy to Prench clitizens in
Franoe.

3. . 1 recosmend that the Tressury take & firm position against
ineloding in the ocertification procedure. It &s oy understanding that
the Stata Departoent slse io opposei ‘o including Spaln in that proceduras.

fm». !
4. Portmgal. It 1is sy view that we have mothing to gain by & eertiffes->
tion ure for Portagal, and therefore we should not oppose, and perhaps (26
should encourage, the Stste Depariment to adopt Anbassedor Wiley's recommends—
tlon that Portagel be unblocked without certlMestliom bulb after an scoord on
dsrman assets and leobted gold has been reachad. In this comnection I do not
believe thet the lack of a certilicetdon procedure for fortugsl will prejudice
our case for salntaining the certification prouvedure for the rexaining assets
in blooked Swise amd ilechtensisin asccunts. "

JOHN S. RICHARDS

ve:  Junter, Yomarck, Priedsan, irncld, ﬂ.m, and ¥, Schwarts

JSRichardsiltm 2/6/48
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The President s

The White House Caapsiastt u iy TLatima
Washington 286, D. C.

My dear Mr. Presldent:

The Secretary of the Treasury announces in a letter to Senator Vandenberg
that the U. S. Government will disclose to foreign governments the names
of their citizens holding assets in American banks. This is a stab in the
back of human liberty and the individual free enterprise system which we
profess to defend. It will only serve to further demoralize and undermine
whatever strength there is still left in the Buropean middle classes.

Mr. Snyder and the National Advisory Council are aware that in so doing

we would violate a fundamental principls, and a moral principle at that.
In making this momentous statement Mr. Snyder said: "The Council (National
Advisory Council) doubted that under ordinary conditions this Government
should assist forelgn governments in enforcing their foreign exchange laws.
However, these are not ordinary times...."

Grented that these are not ordinary times, I still fail to find justific-
ation for forseking a fundemental moral principle. Only in time of war,
and only as an act of refallation against an enemy, can I conceive of our
country doing something wrong, which means something in violation of moral
principles. Most of the time exchange controls are the diabolic instrument
of either totalitarian or of stupid governments. Why are we, for the sake
of the problematic saving of a few dollars, going to help foreign govern-
ments exercise cosrcion agaeinst their citizens? Who is going to help the
forelgn governments exercise coercion against hoarders of gold? It is my
considered judgment that the consequences of our coercion will be to
increase the demands for help from us. Are those who trusted the American
banks and therefore implicitly our Government, going to be penalized, thug
oreating distrust im gurrency and bank accounts, and so further the hoard-
ing of g01d? Are we forgetting that the basis of capitalism is respect
for contractual and ethical relations between persons, be they physical or
moral? One can only guess the kind of a "national interest" standard, or
"oivic behavior" standard, the American Government has had recourse to in
taking the iniative of denouncing the names of the holders of foreign
assets., But I am convinced that whatever they may be, measured by these
very standards, the holders of assets entrusted to the American banks were
better citizens than the hoarders of gold. Be it said in passing, I do not
mean to imply that the hoarding of gold is objectionable. Who can tell the
human suffering and_ tragedy which may be behind this anonymous few hundred
million dollars of assets?
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The inlative of the National Advisory Council is ludicrous when we stop
to think that we have spent and are going to spend a huge number of
billions of dollars in the name of and for the sake of human liberties
and the indlividual free enterprise system. Let's not be million wise
and billion foolish,

The basis of any sound currency is confidence, and confidence cannot be
restored by coercion. Coercion has just the opposite effect. If and
when confidence 1is restored, I am convinced that hidden assets, be they
gold, bank notes, or foreign deposits, will come out in the open. The
Poincare experience in France has proven that confidence is the sine

qua non condition for the restoration of a sound currency. Furthermore,
we shouldn't make the mistake of thinking these hidden assets belong

to rich people. If we call someone rich possessing between $5,000 and
$10,000, or even $20,000, then the adjective rich is justified. My
information, however, 1s to the effect that most of these assets belong
to small people who started to buy gold or dollars when they began to be
afraid that there might be a war in Europe. Most of these people are
married end fathers of femilies, and it seems to me that 1t was a very
human thing that they should try to protect their familles in case of

war or an invasion. It is perhaps not abnormal also that individuals
should try to protect the fruit of their hard labor during their lifetime
ageinst the stupidity and follies of some politiclans. A country does
not become richer because everyone gets rulned, and the politicians in
Europe don’t seem to be happy until they make sure that everyone, includ-
ing the Government, 35 bankrupt.

I am afraid that those who argue in favor of the requisitioning of private
property don't realize the blow they would strike at human liberty if this
were done. We shouldn't undertake to police individuals on behalf of
foreign governments for the sake of saving a few dollars. Let us not adopt
the methods of the Prusslian bureaucracy. In other wordg) we shouldn't be
million wise and billion foolish, and besides forsake a/moral principle.
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New York

February 6, 1948

o Amusagy
The Honorable John W. Snyder W‘m
Secretary of the Treasury “.L SALLITT T

Washington, D. C.

My dear Mr. Snyder:

You announce in a letter to Senator Arthur H. Vandenberg that thel
U. S. Government will disclose to foreign governments the names

of thelr citizens holding assets in American banks. This is a
stab in the back of human liberty and the individual free enter-
prise system which we profess to defend. It will only serve to
further demoralize and undermine whatever strength there is still
left in the European middle classes. JYou and the Natlonal Ad-
visory Council are aware that in so doing we would violate a
fundamental principle, and a moral principle at that. In making
this momentous statement you said: "The Council (National Ad-
visory Council) doubted that under ordinary conditions this
Government should assist forelgn governments in enforcing their
foreign exchange laws. However, these are not ordinary timesS.ee."

Granted that these are not ordinary times, I still fail to find
justification for forsaking a fundamental moral principle. Only
in time of war, and only as an act of retaliation against an
enemy, can I conceive of our country doing something wrong, which
means something in violation of moral principles. Most of the
time exchange controls are the diabolic instrument of either
totelitarian or of stupid governments. Why are we, for the sake
of the problematic saving of a few dollars, going to help foreign
governments exercise coercion against their citizens? Who is
going to help the foreign governments exercise coercion against
hoarders of gold? It is my considered judgment that the con-
sequences of our coercion will be to increase the demands for
help from us. Are those who trusted the American banks and there-
fore implicitly our Government, going to be penalized, thus
creating distrust in currency and bank accounts, and so further
the hoarding of go0ld? Are we forgetting that the basis of cap-
italism is respect for contractual and ethical relations between
persons, be they physical or moral? One can only guess the kind
of & "national interest" standard, or "civic behavior" standard,
the American Government has had recourse to in taking the initi-
etive of denouncing the names of the holders of foreign assets.
But I am convinced that whatever they may be, measured by these
very standards, the holders of assets entrusted to the American
banks were better _citizens than the hoarders of gold. Be it said
in psssing, I do not mean to imply that the hoarding of gold is
objectionable. Who can tell the human suffering and tragedy
which may be behind this anonymous few hundred million dollars

of assets?

310844
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The initiative of the National Advisory Council is ludicrous

when we stop to think that we have spent and are going to spend

a huge number of billions of dollars in the name of and for the
sake of humen liberties and the individual free enterprise system.
IL.et's not be million wise and billion foolish.

The basis of any sound currency is confidence, and confidence
cannot be restored by coercion. Coercion has jJjust the opposite
effect. If and when confidence 1s restored, I am convinced that
hidden assets, be they gold, bank notes, or foreign deposits,

will come out in the open. The Poincare experience in France has
proven that confidence is the sine qua non condition for the
restoration of a sound currency. Furthermore, we shoulh't make
the mistake of thinking these hidden assets belong to rich people.
If we call someone rich possessing between $5,000 and $10,000, or
even $20,000, then the adjective rich is justified. My information,
however, is to the effect that most of these assets belong to small
people who started to buy gold or dollars when they began to be
afraid that there might be a8 war in Furope. Most of these people
are married and fathers of families, and it seems to me that it
was a very human thing that they should try to protect their
families in case of war or an invasion., It is perhaps not ab-
normal also that individuals should try to protect the fruit of
their hard labor during their lifetime against the stupidity and
follies of some politicians. A country does not become richer
because everyone gets ruined, and the politicians in Furope don't
seem to be happy until they make sure that everyone, including

the government, is bankrupt.

I am afraid that those who argue in favor of the requisitioning
of private property don't realize the blow they would strike at
human liberty if thlis were done. We shouldn't undertake to
police individuals on behalf of foreign governments for the sake
of saving a few dollars. Let us not adopt the methods of the
Prussian bureaucracy. In other words, we shouldn't be million
wise and billion foolish, and besides forsske a moral prindple.

Respectfully yours,

Philip Cortney:mre
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Respectfully x_'eferred to the

Treasury Department.

WILLIAM D. BASSETT
Secretary to the President
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February 6, 1948
Lkife AUERGMLIGY

The President
The White House
Washington 25, D. C.

My dear Mr. President:

The Secretary of the Treasury announces in a letter to Senator Vandenberg f:
that the U. S. Government will disclose to foreign govermnments the names of
their citizens holding assets 1n American banks. This is a stab in the
back of human liberty and the individual free enterprise system which we
profess to defend. It will only serve to further demoralize and undermine
whatever strength there is still left in the European middle classes.

Mr. Snyder and the National Advisory Council are aware that in so doing

we would violate a fundamental principle, and a moral principle at that.

In meking this momentous statement Mr. Snyder said: "The Council (National
Advisory Council) doubted that under ordinary conditions this Government
should assist foreign governments in enforcing their foreign exchange laws.
However, these are not ordinary times...."

Granted that these are not ordinary times, I still fail to find justification
for forsaking a fundamental moral principle. Only in time of war, and only
as an act of retsliation against an enemy, can I concelive of our country
doing something wrong, which means something in violation of moral princi-
ples. Most of the time exchange controls are the diabolic instrument of-
either totalitarian or of stupid govermments. Why are we, for the sake

of the problematic saving of a few dollars, going to help foreign govern-
ments exercise coercion against their citizens? Who is going to help the
foreign governments exercise coercion against hoarders of gold? It is my
considered judgment that the consequences of our coercion will be to in- |
crease the demands for help from us. Are those who trusted the American
banks and therefore implicitly our Government, going to be penalized,
thus creating distrust in currency and bank accounts, and so further
the hoarding of gold? Are we forgetting that the basis of capitalism is
respect for contractual and ethical relations between persons, be they
physical or moral? One can only guess the kind of a "national interest"
standard, or "civic behavior" standerd, the American Government has had
recourse to in taking the initiative of denouncing the names of the holders
of foreign assets. But I am convinced that whatever they may be, measured
by these very standards, the holders of assets entrusted to the American
banks were better citizens than the hoarders of gold. Be it said in passing,
I do not mean to imply that the hoarding of gold is objectionable. Who can
tell the human suffering and tragedy which may be behind this anonymous

few hundred million dollars of assets?

{
i
{
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The initiative of the National Advisory Council is ludicrous when we

stop to think that we have spent and are going to spend a huge number

of billions of dollars in the name of and for the sake of human liberties
and the individual free enterprise system. Let's not be million wise

and billion foolish.

The basis of any sound currency is confidence, and confidence cannot be
restored by coercion. Coercion has just the opposite effect. If and
when- confidence is restored, I am convinced that hidden assets, be they
gold, bank notes, or foreign deposits, will come out in the open. The
Poincare experience in France has proven that confidence is the sine

qua non condition for the restoration of a sound currency. Furthermore,
we shouldn't make the mistake of thinking these hidden assets belong to
rich people. If we call someone rich possessing between $5,000 and $10,000,
or even $20,000, then the adjective rich is justified. My information,
however, is to the effect that most of these assets belong to small people
who started to buy gold or dollars when they began to be afraid that there
might be a war in Europe. Most of these people are married and fathers

of families, and it seems to me that it was a very human thing that they
should try to protect their families in case of war or an invasion. It

is perhaps not abnormal also that individuels should try to protect

the frult of their hard labor during their lifetime against the stupidity
and follies of some politicians. A country does not become richer because
everyone gets ruined, and the politicians in Furope don't seem to be happy
until they make sure that everyone, including the govermment, is bankrupt.

I am afraid that those who argue in favor of the requisitioning of private
property don't realize the blow they would strike at human liberty if this (
were done. We shouldn't undertake to police individuals on behalf of \
foreign governments for the sake of saving a few dollars. Let us not '
adopt the methods of the Prussian bureaucracy. In other words, we shouldn't\
be million wise and billion foolish, and besides forsake a moral principle. E
i

e tfuJ—]—y-r-"‘

Philip Cortney : if
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STANDARD FORM NO. 64

O]ﬁce Memw _:dzmz e UNITED STA':..S GOVERNMENT

TO : Messrs. Southard and Richards DATE: February 11, 1948
FROM : Elting Arnold |

SUBJECT: Attached memorandum entitled "Fore:.gn Funds Gont.rol and
Procedure for Unblocking.®

Attached is a memorandum conceruing the unblocking of foreign
assets which was handed to me on February 2 by Mr. W. Harvey Reeves.
The fact that I was out of the office during most of the week of
the second has prevented me from circulating the memorandume For-
tunately, I doubt that it is of any special significance. '

Mre. Reeves told me that the memorandum had been prepared to
state, in a general way, the prevailing sentiment in the New York
financial communitye. It was intended for presentation to the
Treasury Department but as far as I know it has not formally been
submitted.

Mr. Reeves gave it to me on a personal basis with the state-
ment, however, that I was free to circulate it as widely as I wished
within the Departmente.

The essence of the proposal is that all property within the
United States before some pre-war date should be released automati-
cally and that other property should be unblocked by application to
an agency of this Government without checking with the interested
foreign government. The arguments in support of this system are
those with which we are a].'!. so familiare.

CA

A\
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CABLE ADDRESS:WHITECASE, N, Y.

WHITE & CASE it}3U24
NEW YORK 5, N. Y. LAl avIMEELAGY
02 my& IR
JMHA-VRH February 10, 1948. ANB, ..% ... -
L1 ﬂl: i
NISIAR..

Honorable John W. Snyder,
Secretary of the Treasury,
Washington, D. C.

Desr Mr. Secretsry:

Further replying to your letter of Februsry 2nd,
assume that you have seen the articles in the New York Times
of yesterdasy and today, ebout the intention of Switzerland to
send a delegation to this country tec talk with you and others
about the blocked assets. Particularly T hope you have read
the article in the New York Times of February 9th by WMr.
Edward Collins sppearing on the Financial page.

I hope very much that the Advisory Council and your
Department will delay giving the notice referred to in your
letter to Senator Vandenberg, until after you have given the
proponents of the so-called Swiss plan "e day in court"., I
would zlso hope that at the same time, if you do determine to
give them such a hearing, you will arrange to have. some
representatives of the French Government present at the
confercunce so they can be neard with respect to their position.

I believe that some voluntary plan ought to be worked
out by which the property of nationals of countries, that are
to receive benefits under the Mershsll Plan, will first be
utilized for the benefit of thelr respective governments. This
can be done wilthout reculring the United States banks to
repudiate their obligatlons. I hope you wilill slso conclude
that such & plen is very much more desirable from the view-
point of our country and 1its present and future reputation for
fair dealing.

With kind regards, believe me,
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MEMORANDUM FOR THE FILES

February 11, 1948

Re:  Tentative Swiss reaction to Foreign Funds Control termination plan

Cn Thursday, February 5, 1948, Messrs. Gr#ssli and Bruppacher of the
Swiss Legation called at my office to meet with Rella Shwartz, Margaret
Schwartz, Harold Pollak and me. After making it clear that the Swiss Goverm-
ment had not had an opportunity to study in detail the plan outlined in
Secretary Snyder's letter of February 2, 1948 to Senator Vandenberg, Mr.
Grissli handed me an Aide-Memoire (copies of which have previeusly been
distributed) outlining the tentative reaction of the Swiss Goverrment.

During the conversation the following significant points were discussed:

1. WMr. Gr#ssli referred to the provision in parsgraph 6 of the de-
frosting letter of November 22, 1946 from Secretary Snyder to Petitpierre
providing for the transfer to a special blocked account AX in the United _
States of property held through Switzerland and Liechtenstein and for Germans
in Germany and Japanese in Japan. Mr. Gr#ssli stated that the Swiss Govern-—
ment had promptly jssued a decree requiring Swiss and Liechtenstein banking
institutions to effect the necessary transfers to implement this provision.
He indicated that, since the Swiss Govermment was prepared to segregate this
German and Japanese property, there was no basis for persuming that the
balance of the blocked property held in Swiss and Liechtenstein accounts was
enemy tainted even though it had not been certified by the deadline date,

I stated that in our opinion the transfer to or willingness to transfer to
the 4X account of certain German and Japanese property held through Switzer-
land and Liechtenstein does not in any way negative the presumption of an
enemy interest in any other property held in Swiss or Liechtenstein account
in the absence of a certification of non-enemy interest by the Swiss Govern-
ment, I added that the primary point of regquiring certification for all
blocked property held in Swiss and Liechtenstein account was to require the
alleszed owners of the property to submit to an investigation by the Swiss
Compensation Office in order to establish the absence of an enemy interest.
It seemed to me therefore that if the alleged owners, in spite of a public
rotice of three months, still refused to apply to the Swiss Government for
a certification of non—enemy interest, it was justifiable for us to presume
an enemy interest in the property.

2. Mr. Gr#ssli referred to the fact that the AX account referred to
above had not yet been set up due to technical difficulties and urged that
it be established immediately. I pointed out that this government had made
certain proposals about a year ago for the establishment of this AX account
but that the Swiss Government had not seen fit to accept our proposals and
instead had offered certain counter proposals. I also said that we had
studied these counter proposals and had found them unacceptable and that we
now believed it unnecessary to make any further attempt to work out the
technicalities since we were content to have the German and Japanese property

310851


http:banki.ng
http:providj.ng

REPRODUCED AT THE NATIG AL AFCHIVES | RG /3 / " . """"f'\--u..—,,,..__w ]
Ent 3 - BECLASSIFIZD *—l
A Y E£0 S 74.&9 fthoiey D GXWJ

File ueaﬂhn e
Box 95 /M,J\.RAU é’)_fZM{

=

remain where it is. The Office of Alien Property will take over all such
property when it carries out the vesting program for the balances remsining
uncertified in Swiss and Liechtenstein accounts. I added that in the mean-
time, of course, the Swiss Govermment in accordance with the defrosting
agreement could not certify such property.

3e  Mr. Gridssli stated that the three months deadline was too short to
permit his govermment to complete the necessary investigations in connection
with the certification of property in Swiss and Liechtenstein accounts. I
pointed to the third paragraph of my letter of February 2, 1948 to Mr.
Bruppacher in which I had indicated that I was certain that arrangements
could be worked out whereby blocked property of Swiss and Liechtenstein
residents would not be immediately vested if an application for certifica-
tion had been filed with the Swiss Compensation Office by the deadline date.
I said that I felt sure that this government would be prepared to allow the
Swiss Government a reasonable period beyond the deadline date to complete
its investigations before actually vesting property covered by applications
on file with the Swiss Compensation Office on the deadline date. I agreed
that the Swiss Government was entitled to definite assurances on this point
prior to March 1, 1948, the date on which we expect to issue the public an-
nouncement of our plan. I added that Swiss residents might be encouraged to
file for certification if the Swiss Government were to follow the lead of the
French Government and grant some reduction in the existing penalties for
failure to have paid Swiss taxes on the property involved.

4Le Mr. Gr¥ssll said the Swiss Government wanted to be assured that it
would be permitted to certify assets held through Switzerland by Swiss
nationals residing in Spain and Portugal ard in other General Iicense No, 95
countries without any cross-certification from the country of residence. I
said that we wouvld study this proposition to see what could be worked out.

5. Mr, Gr#ssli referred to the request of his govermment that arrange-
ments be mede whereby small dollar accounts up to $5,000 held through Swiss
banks would be automatically released without requiring certification just
as this government now intended to unblock small accounts held here directly
by foreign nationals. I said that we were already working on this problem
and that I thought we could probably work something out, but that we would
first have to discuss the matter with the Department of State and Justice.

6. Mr. Grissli indicated that he doubted that the Swiss Goverrmment
would be able to agree with our program so far as it affects Switzerland
and Liechtenstein. In addition he was doubtful that the various problems
which he had raised could be settled by March 1, 1948. In reply I stated
that, except as indicated in point 3 above, failure to agree on the other
proposals that the Swiss Government had made would in no way preclude our
issuing our public notice on March 1, 1948, I added that, although we were
happy to discuss with the Swiss Government its views and to do our best to
work out satisfactory solutions to specific problems, we intended to proceed
with our basic plan even though the Swiss Government might not find it pos-
sible to agree with that plan.
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7. In passing I said that I thought a careful analysis of Secretary
Snyder's letter to Serator Vandenberg indicated that the vesting of residual
uncertified Swiss and Iiechtenstein accounts might in large part be avoided
if the Swiss Covermment were to cooperate with this government and with
governments of recipient countries under the European Recovery Program by
furnishing information to the recipient countries concerning dollar assets
held through Switzerland by resident citizens of the recipient countries.
If the Swiss Government were to cooperate in this manner I believe we would
be justified in furnishing to that goverrnment the information from the new
census concerning uncertified balances in Swiss and Liechtenstein accounts.
Neither Mr., Grissli nor Mr. Bruppacher made any particular comment.

%%MQ»W/

cc: Southard, Gunter, Ostrow (Bern), Tomlinson (Paris), Kamarck, Friedman,
Arnold, R.Shwartz, M.Schwartz, Sham (OAP), and Metzger (State).
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(CcHOPY) LEGATION OF SWITZERLAND

Washington 8, D.C.

The Federal Political Department in Berne has been apprised of
the contents of the le tter addressed by Secretary of the Treasury
Snyder, in his capacity as Chairman of the National Advisory Council,
to Senator Vandenberg, outlining a procedure for nltimate disposition
of assets not certified as of June 1, 1948,

The Swiss authorities extremely regret not having been given an
opportunity, as provided in the certification agreement, to express
their views on the question of terminaticn of certification before the
American plan was made public.

Their point of view, based on preliminary information, may be
suimarized as follows: .

l. The Swiss Government is not in a position to finally terminate
certification before various pending questions and unsatisfactory
aspects of the certification conditions have been settled. The case
of Swiss nationals in Spain and Portugal is only one among several.,
Referring to the last sentence of paragraph 1 of the certification
agreement, the Legation has been requested to ask that negotiations
be taken up immediately in Washington with regard to the various
problems, the exact nature of which are to be made knowne.

2. The time limit set for termination of certification is too
short, considering the extent and nature of the assets in Switzerland
yet to be certified, and a prolongation will have expired the Swise
Compensation Office continue to be in a position to obtain immediate
release of assets against certification without the necessity to fol-
low a procedure not provided for in the certification agreement, In
fact, presumption of enemy ownership arising from the failure to obtain
certification is not in accordance with said agreement which stipulates
that enemy assets have to be segregated and trensferred to a special
blocked account.

Washington, DeC. February 4, 1948

Southard,
cc: Friedmn, Arnold, Sham (OAP) and Metzger (State)
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Ny. Re Arnoldy snd Uy, N. Ralag
1 Johu 8, Hlaharde

In & regent conversadon with Norwan Devis comowraing the
prospeciive tranafer of the dlocking operations v the ULfige of

Alden Propurdy sn or aboud June L, 1548, he made the following
points with which I agree:r _

1, T% would by well €0 sonsuld the Foreign Exchange
Conad ttes sbout the various documents that will b Sesued,
inal Uwes to be iszued by the ULfice of Allem Pnporw
and the Tre .

2., ihere should be sxoluded fros the frenader any
sevurdties held in blacked soccunts under General Swling
fio. 5, as smonded, and suy preoesdsof suoh seouritiss wiich
heve been Llodked by us AR & part of sur leoted nmiﬁu
PreTUL, -

It is ssgwusd that these peints will be glven adegquate
considaration in comneciion vith the prospeciive tranefor,

JOHN S. RICHARDS

cc: N.Davis

JSRishardsilta 2/16/48
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1819 BROADWAY

NEW YORK 23, N. Y.

REPRESENTING

VVE. CLICQUOT PONSARDIN
REIMS

CRUSE & FILS FRERES
BORDEAUX

CRUSE & FILS FRERES
DiJON

February 19, 1948

Honorable John W. Snyder
Secretary of the Treasury
Washington, D. C.

Dear Mr. Secretary:

40 4NB, ¢

e moonean, omech MI L34

REPRESENTING
9
GARVEY & CO.
JEREZ

FEUERMEERD BROS
OPORTO

LAl wlEBUBLE
CLIN PVEZ A
Y e

L e

F1e14%.
T

there is under consideration a

From articles published recently in the press, I beliieve
plan for enforced liguidation and re-

patriation to countries on the European Recovery Program, of dollar
asgets blocked in the United States, belonging to nationals of those
countries whose owners failed to obtain non-enemy certification from
their respective governments.

Woula not- such a course by this government be inconsistent

with our principles of private ownership of property and a violation
of the confidential status of transactions between bankers and their

depositors?

Ls a leader opposed to Socialism or Communism, it would

seem that such a procedure would shatter the confidence of citizens
in this country and in the countries where we hope to maintain our
theories of individuel freedom.

There is also involved & situation which will prove very

embarrassing to companies representing foreign producers as sole im-
porting agents in this country, who hold in blocked accounts indebted-
ness dating back to pre-war times.

Respectfully yours,

ad figo T

Joseph G, Ringwalt,

President

JGR:a
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ECONOMICS AND FINANCE"

On lthe ‘Freemg

of Frozen Assets

J- M‘YOEK TIME‘§ I F N

Representa.twe Sundstrom of New
Jersey offered a- suggestion last
week “for strengthening the Euro-
pean program”  which, commends
itself chiefly for  its well-meant:
but misdirected zeal: Mr.. Sund-
strom - would have ‘the United
States call in the'$28,000,000,000 in
currency presently . outsha.ndmg
and issue a new series in its stead.
This, he:declares, :would- hring out
of- hldm the “bimons of dollars"
now 'hoa:rdad in' foreign countries.

The impracticahility. of such &
plan hag already l'een pointed ‘out
on the. editorial page: of this news-
paper. What has not been touched
upon-is what may. be - described, |,
under’ the ‘most .lenient -terminol-
ogy, as its gross unpropnety, by
severer defmmon. “its dubious mo-
rality. For this proposal is tanta-
mount to. asking the United States
Government to ‘help the French
Govemmbnt coerce its citizens, and
in the process repudlate its own
currency.

Since it. is hlghly 1mproba.ble
that - Representative Sundstrom's
plan will ever be more than a plan,
it .might seem like flaying a dead
horse to raise the question of its
ethics'in connection with it. .The
fact. is, however, that the same is-
sue is implicit in last week’s action
by the National Advisory Council
with respect to the freeing of- the
$1 100,000,000 - in blocked - private
assets of foreign: na.tlonals held
Here.

T T y

These assets are not to be eon-
fused with the $4,300 000,000'n in
“free” forelgn-owned assets in this

country, the -suggestion to force|. .

the liquidation of which was quite
properly rejected by the Council.
They-are the regidue of foreign as-
sets “frozen” here by the Treasury
Department during’ the war. The
first property blocked was that of
invaded .friendly nations. To this
property was added that of the ag-
gressor nations; later, that of en-
emies and neutral nations. In
freezing enemy assets, the purpose
was the obvious and conventional
'om.» of depriving him of their use.
{The' aim of tying up neutral hold-
lings was to immobilize any enemy
resources' whose ownership” might
be concealed under the name of a
neutral. The ‘policy with’ respect
to the assets of invaded countries
had several objectives—to prevent,
nationals of such countries from
being deprived 'of their property
by act of aggression,’ pro-
'tect American institutions,- should
claims to right or title arise, and
to prevent the use of such assets
by an aggressor- country. '

.The steps which have so far
Ib'ben tuken in unblocking or re-

EDWARDI;! cox.mNs 2/9/’43

mltting the controls are briefly:
As to German and Japanese prop-
erty, to hold these assets until
final disposition shall be deter-
mined by Congress; as to most
neutral and allied invaded coun-
tries, to unfreeze such accounts as
had been determined to.the satis-
faction of our Government not to
be held for the benefit of German
or:Japanese. The machinery for
-carrying out this latter policy was
provided under General License
No. 95. The. effect of ‘the latter,
has heen to release such assets
whenever the beneficial owner ob-
tained certification frofm his own
Government that there was no en-
emy interest invalved. .

Sufficient time has now ela.psed

to conclude that holders of the
$1,100,000,000 remaining of what
was: once $3 000,000,000 in non-en-
emy blocked assets do not mean,
[ for one. réason or another, :to re-
sort to certification. The Advisory
Council has announced, therefore,
that it means to. “free" these as-
sets. But 'in this case ‘the term
“free” is a fantastic ‘misnomer.
What it means is that the bene-
'ficial owner‘of such- -property is to
be given 'his choice of accep
certification or seeing his: holdmgal
handed to the Alien Property Cus-,
todian. The Alien Property Cus-
todian will then “turn over to the
'respective: ‘governments the names
of holders of record * * *; relegs
'the assets upon certifjcation by the
respective governments that (they)
are witho Eut enemy  interest, thus
making it possible for those gov-
ernments to obtain confrol over
them.” '/ ¥ | Y
e W %% |
This proposal, it is submitted,
represents the very negation of es-
tablished American policy with re-
spect to-the rights of the individual
and the sanctity of contract. On
this ‘point the:best witness, per-
haps; is the Advisory Council itself,

|

has resisted efforts of the French
Government to learn the identity

zens. Why the change of policy?

Treasury John W. Snyder, speak-
ing for the Council, “these are not
ordinary times.” Perhaps not. But
the rqle of common informer is
‘hardly one which a person can step
into or out of at will, depending

or some other random -ghange of
circumstance,” A man who would
act as an informer is a man who
has something wrong with his
character. And .a government
which would, in: effect, do the same

which admits that for two years it|

of holders of record among its citi-|.

Because; declares Secretary of the|

upon the time of day, the weather, |:

thing is, if not an immoral, at
legst a completely amoral, govem-
ment

[ g
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MEMORANDUM FOR THE FILES

February 17, 1948
Re: Further Swiss reaction to Foreign Funds Control termination plan

On Monday, February 16, 1948, at 4:30 p.m. Messrs. Grissli and Bruppacher
of the Swiss Legation called at my office and met with Mr. Metzger of the State
Department, Messrs. Sham, Blacklow and Lamont of the Office of Alien Property,
and Rella Shwartz, Elting Arnold, Edwin Rains, and me.

Mr, Gr#ssli stated that he had called to inform us of the fact that the
Swiss Government was sending a delegation to Washington late this week to open
discussions concerning the plan contained in Secretary Snyder's letter of
Februvary 2, 1948 to Senator Vandenberge. The Swiss delegation will be made up
of Mr. Kappaler and his assistant Mr. Gut of the financial section of the
political department, Mr. Imterbacher of the Swiss Compensation Office, pos=—
sibly Mr, Pfenninger of the Swiss National Bank, and probably two representa-
tives of the Swiss Bankers Association who have not yet been selected. Mr.
Gr#ssli said that he would like to let us know in advance the principal points
which the Swiss delegaticn would desire to discuss. These points are as
follows:

l. The time limit of three months is too short for the Sw1ss Goverrment
to complete the certification of Swiss assets,

2. The Swiss Govermment wishes to bs assured that certifications issved
after the deadline date will be handled in the same manner as at present;
that 1s, the certifications may continue to be sent directly to the United
States banking institutions where the property is on deposit and be ef-
fective in releasing the property from the blocking controlse.

3« The Swiss Governwent believes that the plan is discriminatory against
Swiss assets and is opposed to such discriminatory treatment.

4o The Swiss Government is unable to comprehend how it is possible to
presume an enemy interest in non-certified Swiss accounts since the Swiss
Government had indicated its willingness to segregate into a special
blocked account in the United States German and Japanese property held
through Switzerland. ,

5. The Swiss Government desires to dlscuss the following operating
problems :

(a) The Swiss Government desires to be able to certify on its own
responsibility the assets of Swiss citizens residing ir countries
not yet included in General License No. 95, such as Spain, Portugel,
and Yugoslavia,
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(b) The Swiss Government desires to be able to certify on its
own responsibility assets of Swiss citizens residing in Germany,
Japan, Rumania, Bulgaria, and Hungary.

(¢c) The Swiss Government desires a revision of the cross-certi-
fication reguirements presently in effect for assets held through
Switzerland by residents of other countries included in General
License Nos 95. 'This, of course, would include the elimination
of the cross—certification requirements for Swisgs citizens resid-
ing in such countries.

(d) Thne Swiss Government desires a revision of the certification
arrangements now in effect for certain companies organlzea in
Switzerland, such as holdirg companies and companies whose assets
may not be certlfled w1thout consultation with the United States
Treasury Representative in Switzerland,

(e) The Swiss Government desires that small accounts held through
Swiss banks e unblocked automatically in a manner comparable to
our proposed General License No. 97 which will unblock small ac—
counts up to $4,500 provided there is no known Jspanese, German,
Hungarian, Rumanlan, or Bulgarian interest,

The Swiss representatives were informed that we would be prepared to meet
with the Swiss delegation to discuss these problems. It was agreed that the
first meeting will be held Tuesday morning, February 24, 1948. We pointed out
that the interested agencies of this government wers already exploring the
matters referred to in items 1, 2, and 5(a) and (e), and, to the extent Swiss
citizens are involved, 5(c). We also indicated that we would be prepared to
explore item 5(d) as soon as we are informed of the exact nature of the desired
revision, We expressed a willingness to explore item 5(b) but held out no hope
of concurring in the Swiss point of view. We told the Swiss representatives
that we would be unable to concur in item 5(c) except possibly in the case of
Swiss citizens. In commenting on item 3 above we made it clear that in our
view the plan is not really discriminatory against Swisgs assets. We also made
it clear that the Swiss point of view set out in item 4 could not be accepted.
Finally we indicated that we intend to issue the public announcementon March 1,
1948 regardless of the status at that time of the discussions with the Swiss

delegation.

cc: Southard, Gunter, Ostrow (Bern), Tomlinson (Paris), Kamarck, Friedmsn,
Arnold, ?.Shwartz, MySchwartz, Sham (OAP), and Metzger (State).
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(Dffice of the Attarney Beneral
Washington, B.C.

February 20, 1948

Dear Mr. Secretary:

As you know, an inter-Departmental (State,
Treasury and Justice) committee has had under active
consideration . an appropriate press release relating
to the transfer of jurisdiction over blocked foreign
funds from the Department of the Treasury to the
Department of Justice and related matters. The
attached press release, whlch the committee submitted,
is satisfactory.

With kind personal regards,

Sincerely,

-

Attorney General

Honofable John W. Snyder
Secretary of the Treasury
Washington 25, D. C.

310u()0
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State-Treasury-dJustice DRAFT
February 18, 1948

PROPOSED PRESS RELEASE

Secretary of the Treasury Snyder today announced that effective June 1,
1948 the Treasury Department will cease to have Jjurisdiction of blocked foreign
funds., On that date, the jurisdiction over the remaining blocked assets will
be transferred from Foreign Funds Control in the Treasury Department to the
Office of Alien Propérty in the Department of Justice., Attorney General
Clark joined Secretary Snyder in urging that persons whose assets. may be
unblocked under the certification procedure provided by Treasury's General
License No. 95 avail themselvgs of this procedure before June 1, 1948, After
that date, outstanding licenses authorizing withdrawals or changes in the
assets will become inoperative.

The Attorney General stated that rmneQiately upon transfer he will
take a census of all assets remaining blocked. In line with this Government's
decision to assist countries which receive ‘financial aid under the European
Recovery Program, in locating assets of their resident nationals held in the
United States, the information concerning the names and assets of such nationals
as disclosed by the new censﬁs will be given to the governments of the ap-
propriate countries. .

In addition, the Attorney General stated that in order to prevent the
escape of enemy assets from this Government's control and to implement further
this Government's objective to assist countries which receive financial aid
under the Européan Recovery Program, the Office of Alien Property, im-
mediately after the receipt of the census information, will begin to process
for vesting the assets remaining blocked and held in Swiss and Liechtenstein

accounts. The vesting program will also be applied to uncertified assets held
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indire ctly through recipient countries where the’census information does not
disclose the beneficia; owner., Assets, either before or after vesting may

be released upon a showing of non-enemy interest. 'In such cases, the Office
of Alien Property will consult with the government of the country of which

the alleged beneficial owner is a resident. It was pointed out that claims
for the return of property vested in the Attorney General must be filed within
two years after the date of vesting. |

Secretary Snyder added that Treasury, Justice and State Department
representatives are currently engaged in discussions Qith representatives
of the Swiss Govermment concerning certain aspects of the program. It was
pointed out that Switzerland is not a country which is to receive financial
assistance under the European Recovery Program.

The governments of the European Recovery Program are being requested
to give their residents public notice of the action which will be taken by
the United States on June 1, 1948, and to urge their residents to apply to
them immediately for the certification of their assets held in the United
States if the assets qualify for certification. Secretary Snyder suggested
that persons in the United States holding blocked assets of foreign nationals
immediately inform such nationals of today's announcement, |

Treasury officials stated that this announcement in no way affects
its control over importation of securities specified on the list attached

as a part of General ﬁuling No., 5.

Approved

"Date
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RBox 593

February 20, 1948

Honorsble Harry S. Truman
White House
Washington, D. C.

My dear President Truman:

On the basis of moral principle as well as practical
reallties, we very much oppose the announced intention
of our Government to disclose to foreign governments
the names of thelr citlizens holding assets in American
banks. Such a move will destroy the confldence of the
world in the trustworthiness of our American banking
system, as well a8 the 1lntegrity of our Government.

From a practlcal standpoint, it can 4o nothing but further
encourage the hoarding of gold with all 1ts attendant

impact on the world's financial, food and rehabilitation
problems.

Sincerely yours,

Executive OI'ice

CWH:vm
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Parigs, February 26, 1948

-

Secretary of the American Treasury
Washington

Dear Mr. Secretary:

We are a group of veterans of 1914-1918 who took an active part in the
defense of our soil, not in the services of the rear but in those where our
temperament and initiative were hTetter employed; most of us were recovered
wounded or seriously ill in 1918 as well as after the signing of the armis-
tice.

e were profoundly surprized and disasppointed in reading your state-
ments in the press concerning the funds and assets which certain Frenchmen
had entrusted, well before 1939, both to your banks under seazl of banking
secrecy and to those of a smell friendly nation, famous for its traditions
of honesty, of fair-dealing, and respect for the pledged word, even with-
out the exchange of signatures.

These sums were deposited by them on account and, in fact, constituted
only a guarantee against future spoliation, theft or pillage in view of the
war which they considered as inevitable. They were in a position to jadge
and appraise, after having suffered for four years, what the post-war
period held for them, the successive surrenders to Germany, the aid given to
their old enemies to assist them to recover and reconstitute themselwves, the
suppression of reparations and interest on sums advanced, especielly on
guaranteed loans, Young Plen, and others and this caused them to take pre-
cautions, recalling the separate peace made in 1937 with Russia by Germany,
which cost us more than five hundred thousend dead, with Lenine, the Bolshe-
vist leader, the savior of the (illegivle), on the German train. The million
and a half dead comrades for all the Allies, we have (illegible) the Bol-
shevist propaganda, the core of all the syndicates and in the various admin-
istrations. We were all anti-Communist. To that title we opvosed a pro-
paganda, each in his own sphere,with all the means at our disposal, but it
was relatively feeble for the counteraction of that distributed by = foreign
power which subsidized the chiefs of the party devoted to its cause.

In 1936 we had the punishment of seeing the flagz of the hammer end
sickle unfurled, a sad period which led to the enfeeblement of the national
defense, sabotaged by that varty which along would be for the war, the only
period necessary for its expansion.

In 1939 we saw this same country concluding a pact and an allilance with
Hitler, who was able to overrun us in 1940 in a few weeks, thanks to the dis-~
organization and sabotage. This story, which explains for us the motives
which led a number of Frenchmen to deposit in your banks, under the cloak
of anonymity, the assets and capital which they desired to save from the
storn which lowered over them. Although you may think these are poor French-
men, who never failed to pay their taxes and have always fulfilled their
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financial obligations, we believe, when it is a question of getting along
without funds and without control, there is no fault in keeping for oneself
a little part of his labor for himself and his family. These Frenchmen are
not accustomed to asking the State for pensions or subsidies. On returning
from the 1lst war, they went courageously to work and they have showed their
enterprise during the 2nd war, having Been for the most part avengers and
plunderers, because the Germans were adept robbers, having harassed the
crooks of the occupation by their silent and stubvorn resistance, in certain
varts of France having rescued and protected at their own rish and peril the
aviators whose machines had been hit and shot down, for which they never
esked decorations or medals of the liberation; surely some of these flyers,
your compatriots, will remember this assistance.

In 1944, the period of the liberation, when the Communist party, taking
advantage of the resistance, often joined the great party of the true resis-
tance, entering the ranks and the younger ones enrolling in Leclerc!s army.
The party wes preoccupied in assuring its volitical predominance. It was
diszgusting to ¥renchmen to see Thorez, who twice deserted in 1914~-1918 and
1939-1940, passing through Germany to reach Russia, becoming Vice President
of the Council of State, Duclos Vice President of the Chamber of Deputies,
Sillon Minister for Air, Lauel (?) Paul head of the Industrial Convention,
and firally Lautey, & former officer and deserter from the Black Sea fleet,
these and others, occupying and distributing the offices of the Government,
2ll incapables who had no other qualification than the card of a militant
Communist, and it is in their hands that we have placed these funds and
these assets which have been held up in your banks, which permitted us to
have a small guarantee for the future and to assure for them the revenues
which belong to us private men since 1939-1940, follawing the blocking  of
these funds, to defray the expenses of the provaganda which was raised
against this party provided with capital and resources which were not blocked,
which certainly move freely at present, which provaganda produced restilts in
the last municipal elections, but our resources are tied up, notwithstanding
our intense labor, and we counted on the revenue which we should receive on
account of the cessation of hostilities; the blocking has only held this up.
We ought to explain to you that if these assets or money had been in France
instead of deposited in your banks or with certain other bankers, they would
have been seized by the Germans who robbed us. At present the menace which
nangs over us is exactly the same thing; we find ourselves in the same situ-
ation. We have been taught to have confidence in the pledged word and to
lend our money which normally should be returned to us. Gernany egain has
the excuse of the war, but here these operations are not present in the same
degree, the more so because it has affected those who have done the most
work although it could be said that if the negotiators of finances had
assumed their responsibilities, an economical administration in accordance
with the needs of the country, France would not be obliged to beg and we
would not be beggars. Only one small country which is famous for its honesty
and respect for the pledged word and for its signature has resisted a1l
pressure. This country, which has failed to be (illegible) such a place at
the side of the (illegible) and has had the opvortunity of not being one,
has perfectly understood the French and itself transferred these assets to
the shelter of the banks in 1940 in order to protect them. The (illegible)
which testified to the American People was deceived, since today it has
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opoosed the blocking under certain vague pretexts. These are not enemy
funds; altough you recognize that they are French, these assets, restored

to the French without formalities, would certainly be more useful as anti-
Communist propaganda than all the dollars you could advance. If we examine
the situation, you will recall that in 1910 the French subscribed 2 43p
Russian loan whose arrears have ceased to be paid and whose amount was never
paid in zold at that period. France is the creditor of a large sum of gold
since she alone suffered to collect the amount of dollars which should be
sent us, the amount never reclaimed from the Allied nation which seems to

be one of the major oroducers of gold.

. Still earlier the Frenchman, Lafayette, did not hesitate to give Americsa
whatevsr gold he could get together to assure her Indénendence. It is never
the idea of the French to act superior to demsnd it although due. e had a
million and a half dead in 1914-1918 but we assumed the restoration (?) of
our country alone.

Mr. Secretary, I could go on lonzger but I excuse myself for this long
letter and I hope again that in the light of this explanation you will reach
your own desision which you believe just and equitable.

Please accept the assurance of my high regard.
/s/ P. Rei (7)

Please note that this measure affects versons whose age is between
fifty-five and seventy years or more. Those who have been able to unblock
their assets have gome to the United States; the others who had confidence
in you remained in France and that is the only difference.

Translated by {;¢<;Qééﬁ2aap@4/*;;%///

Treasury Department
Division of Loans and Currency
3/11/48
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Treasury Department
- FOREIGN FUNDS CONTROL
February 27, 1948

GENERAL LICENSE NO. 97
UNDER EXECUTIVE ORDER NO. 8389, AS AMENDED,
EXECUTIVE ORDER NO. 9193, AS AMENDED, SECTION
5(b) OF THE TRADING WITH THE ENEMY ACT, AS
AMENDED BY THE FIRST WAR POWERS ACT, 1941,
RELATING TO FOREIGN FUNDS CONTROL.

General License No. 97 - (1) Property licensed. A general 1i-
cense is hereby granted licensing, subject to the exceptions of para-
graph (2) below, the following property to be regarded as property in
which no blocked country or national thereof'hh§ or has had any in-

terest: Property in any account on February 1, 1948, and any income
subsequently accruing from such property, where the total value of the .
property in the account on such date was not more than $5,000.

(2) Exceptions. This license shall not apply to any property of
any person resident or organized in Germany, Japan, Hungary, Rumania,
or Bulgaria, regardless of the citizenship of such person.

(3) Restrictions of General Ruling'No. 11A. Attention is di-
rected to the special restrictions contained in General Ruling No. 11A
pertaining to dealings in certain property in which there is any in-

terest of Germany or ]épan or certain nationels thereof.

(Signed) John W. Snyder

Secretary of the Treasury

AUTHORITY: Section 131.97, issued under sec. 65(b), 40 Stat. 415, 966, sec. 2, 48 Stat. 1,
.B4 Stat. 179, sec. 301, 65 Stat. 839; 12 U.S.C. 968, 50 U.S.C. App. Sup., B5(b); E.0. 8389,
April 10, 1940, as amended by E,0. 8785, June 14, 1941, E.0. 8832, July 26, 1941, E.0. 8963,
Dec. 9, 1941, and E,0. 8998, Dec. 286, 1941, E.0. 9193, July 6, 1942, as amended by E.0. 9567,
June 8, 1945; 3 CFR, Cum. Supp., 10 F.R. 6917: Regulations, April 10, 1940, as amended June
14, 1941, February 19, 1946, June 28, 1946, and January 1, 1947; 31 CFR, Cum. Supp., 130.1-7,
11 F.R. 1769, 7184, 12 F.R. 6. Y
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TREASURY DEPARTMENT

Washington

FOR RELEASE, MORNING NEWSPAPERS
Friday, February 27, 1948

Press Service
No. S-645

Secretary of the Treasury Snyder announced today that the freez-
ing controls have been removed from blocked accounts where the value.

of the property in the accounts on

February 1, 1948 was not more than

$5,000, and the accounts are held for persons residing in any country
except Germany, Japan, Bulgaria, Hungary and Rumania.

Treasury Department officials
lease of the smaller accounts, the
small, through today’s issuance of
the European countries to speed up
larger accounts.

pointed out that the automatic re-
total value of which is relatively
General License No. 97 will enable
action on the certification of the

Concentration on these larger accounts will afford

the greatest assistance to countries likely to receive financial aid

under the European Recovery Program.
Secretary Snyder's letter of February 2,

This action is in line with
1948 to Senator Vandenberg.

-o0o0Qo00 -~
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MEMORANDUM FOR THE FILES

March 3, 1948

Re: Technical Committee for Swiss Problems

l. Organization of Technical Committee

On February 25, 1948 Mr. Richards, Chairman of the American group, and
Mr. Gr#ssli, Chairman of the Swiss group, decided that many of the problems
which the Swiss wanted to consider in connection with the termination plan
for Foreign Funds Control involved technical problems which could better be
worked out by a small committee groupe.

The American representatives of this technical committee consist of
Rella R. Shwartz (Chairman), lMargaret W. Schwartz, and Edwin Rains for the
Treasury; John Lamont, Leon Brooks and Philip Blacklow for the Office of
Alien Property; Stanley Metzger, and Ely Maurer for the Department of State,

The Swiss committee is composed ofﬂﬁhe following: Dr. Jann (Chairman),
Messrs. Kappeler, Gut, Luterbacher, and Bruppacher.

II. Problems Considered by Technical Committee

The technical group held committee meetings Wednesday afternoon
(February 25), Thursday morning, and Thursday afternoon (February 26) dur-
ing which time the Swiss group outlined in some detail the problems which
they desire to have resolved in connection with their further operations
with respect to blocked fundse.

The following is an intemization of the problems set forth by the Swiss
group with a summary of their comments with respect to each item,

A. Extension of time for processing applications on file with the Swiss
Compensation Office as of June lst

Swiss comment: The Swiss pointed,out thet they have been pursuing
the following procedure in connection with the handling of applications for
certification. Persons who hold assets directly in their own name in the
United States would ordinarily go to the Swiss Compensation Office and apply
for certification. In these cases the Swiss Compensation Office conducts
the entire investigation,

Tn cases where the accounts are held through Swiss banks the major part
of the investigative process in connection with certification applications is
made by the bank of which the individual is a client. In these cases the bank
does not file applications with the Swiss Compensation Office until they have
completed all the investigative work with respect to the clients accounts.
Accordingly, 1t was pointed out that the banks could not under present pro-
cedures complete all their action on their clients accounts by June lst and
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therefore could not have these applications on file with the Swiss Compensa-
tion Office by that date. However, it was pointed out that these banks could,

of course, file with the Swiss Compensation Office immediately a form which
would be the equivalent of an application form with the Swiss Compensation v
Office before they conducted their investigations so that these cases could

be considered as being on file with the Swiss Compensation Office as of June lst.

If the Swiss adopt the procedure of filing immediately with the Swiss
Compensation Office applications for the certification of pure Swiss accounts
so that these cases could be on file with the Swiss Compensation Office as of
June lst and thus be within the category of cases which could be processed
beyond the June Ilst deadline in accordancewith the existing General License
No. 95 procedure it is estimated that the Swiss would require at least four
months beyond June lst to complete action on these applications. This estimate
is based on the following: Beginning March 1lst it will take about two weeks
for the banks to file with the Swiss Compensation Office a form equivalent to
a notice of application for the appropriate accounts. Approximately six months
would be required by the banks to complete the investigations on these cases.
Thereafter it would take the Swiss Compensation Office approximately two weeks
to clear the last of the applications out of Switzerland and have them in the
hands of the American custodian of the assets.

American comment: First, the Swiss were assured that the statement in
the press release, issued March 1, 1948, to the effect that "After that date,
outstanding licenses authorizing withdrawals or changes in the assets will
become inoperative." would not preJudlce an arrangement on this subject of
the time extension.

Secondly, it was pointed out to the Swiss that any extension of time, if
granted, would apply only to applications involving funds of persons who did
not require cross—certification. In this connection, a Swiss organized company
which has foreign shareholders would not be considered a Swiss person.

B. Authorization to certify following categories of funds

1. Funds blocked as German and Japanese but owned by:

(a) Swiss persons in those areas

(b) Non=Swiss persons (other than German and Japanese) in those
areas holding their funds through Switzerland

(c) 11A persons who reacquire Swiss citizenship and Swiss residence

American comment: In connection with this request the State Depart~
ment representatives pointed out that the status of German and Japanese assets
was still unresolved. Under the circumstances this Government could not make
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any special exception on behalf of the category of persons in which the Swiss
were interested. Moreover, it was indicated that Foreign Funds Control was
not even taking any action on the funds of American citizens who may stlll be
residing in these areas,

2. Funds blocked as Bulgarian, Rumanian, and Hungarian funds but

owned gx:

(a) Swiss persons in those areas.

(b) Non-Swiss persons (other than Bulgarian, Rumanian, and
Hungarian) in those areas holding their funds through
Switzerland

American comment: With respect to this category of cases also the
State Department indicated that since the treatment to be accorded these funds
was still not resolved by this govermment 1t did not appear likely that we
could authorize the Swiss to take action with respect to the funds held for
the category of persons in which the Swiss were interested.

3. Funds blocked as Spanish, Portuguese, and Yugoslavian funds
but’ owned by:

(a) Swiss persons in those areas

(b) Non-Swiss persons (other than Spanish, Portuguese and
Yugoslavian) in those areas

American comment: Again the State Department indicated that this
government had not yet set up a procedure for handling the Spanish, Portuguese,
and Yugoslavian assets. Under these circumstances it did not see how any
special authorization could be given to the Swiss to act on cases involving
assets blocked in the names of residents of these countries.

Le Funds blocked as Swiss and as another General License No. 95
country but owmed by:

(a) Swiss citizens in those other countries

(b) Swiss companies more than 25% owned by shareholders in
those other countries

(c) Swiss beneficiaries of income from trusts created by
persons in other 95 countries
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Swiss comment: First, the Swiss pointed out that they would like
very much to be able to certify their citizens residing in countries like
France, Belgium, and Holland without requiring such persons to obtain a
cross—certification from the other government. They pointed out the Swiss
Covernment's interest in protecting Swiss citizens residing abroad, who
actually must reside abroad because of the limited possibilities within
Switzerland, from the mobilization and tax decrees of these foreign govern-
ments. They did point out that the French Government to date is not mobiliz~
ing the assets of non-French citlzens residing in France although they may
require the turn over of current income. Belgium and Holland, however, do
exercise control over the assets of non~citizens residing in their areas.

It is estimated that approximately $2,000,000 represents the assets of Swiss
citizens residing in 95 countries, the majority of which is owned by persons
residing in France. The Swiss indicated that they’would be very glad to give
us the names of those Swiss persons in the 95 countries whom they would like
to certify without reference to cross-certification on the understanding, of
course, that this information would not be given to any other govermment.
Moréover, the Swiss indicated that they were in a position to investigate the
possibility of enemy interest in the funds of these persons because of the
close supervision which the Swiss in foreign countries are obtaining from
Swiss consulates, etc., in those areas,

Secondly, the Swiss are very anxious to secure a ruling from this govern-
ment that a Swiss company organized in Switzerland is a real Swiss person re-
gardless of the nationality of the shareholders in such companies. This is a
principle of Swiss law which they state must be maintained.

American comment: It was pointed out that it is our practice to
pierce the corporate veil and look through to the beneficial ownership of a
company in order to determine its nationallity feor purposes of our certifica-
tion arrangements. There was no possibility that this principle could be
modified so that actuwally no hope was held out for the Swiss in so far as
their request involving the Swiss company certification was involved. More-
over, it was indicated that the problem raised intercustodial issues which
could not be resolved by this group.

C. Disposition of problem cases

1. Swiss desire to certify Swiss companies where beneficial owners
of a Swiss company cannot be located

American comment: First, it was suggested to the Swiss that they
might get some figures to show the size of the problem, i.e., the number of
companies where it is impossible to find the whereabouts of the shareholders.
Secondly, little hope was held out to the Swiss that any ruling could be made
with respect to those cases at this time other than that the assets would be
among those transferred to the jurisdiction of the Office of Alien Property.
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2. Family foundation cases

American comment: It was indicated that to date these cases have
been resolved between the Swiss Compensation Office and Foreign Funds Control
on an ad hoc basise. There did not appear to be any reason why this procedure
could not be followed in the future.

3. Swiss assets held through German banks

American comment: It was suggested that Mr. Luterbacher of the
Swiss Compensation Office discuss the facts of these cases, which did not
number more than two or three, with Mrs. Margaret Schwartz to work out their
disposition. It was felt that some way could be found for handling these
cases.

4. Cases which Swiss cannot certify without prior consultation
with Foreign Funds Control

American comment: Foreign Funds Control indicated that 11 cases were
submitted to the Swiss Compensation 0ffice as those not eligible for certifica-
tion without prior consultationwith the Treasury. To date three of these
cases have been resolved. It was recommended that the remaining 8 cases be the
subject of discussion between Mr. Luterbacher and Mr. Gewirtz of Foreign Funds
Control with the view to crystalizing the remaining problems in these cases so
that they can be resolved as soon as possible.

5. Bulgarian, Rumanian, and Hungarian persons permanently
outside those areas but in Switzerland temporarily

American comment: To meet their temporary difficulties we are
prepared to authorize living expense allowances up to $1,000 a month, plus
traveling expenses. Accordingly, there should be no immediate hardship.

D. gpplicétion of General Ilicense No. 97 to Swiss omnibus accounts

American comment: It was again indicated that before action could
be considered with respect to this request the Swiss Govermment would have to
furnish the Treasury Department with some idea of the amount of funds which
would be affected if General License No. 97 were applied to Swiss omnibus ac-
counts. In this connection Mr. Jann advised us that he would immediately
cable the Swiss Bankers Association to get up figures in this connection from
some of the larger Swiss banks and a representative group of the smaller banks.
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The figures which are to be supplied will indicate the total amount of
blocked funds of each bank and the approximate amount of the funds which
would be affected by the unblocking of the $5,000 and under accounts.

Be Authorization to certify liens acquired
after the French freezing but before the

against French assets
gﬁiss freezing

American comment: It was indicated that we could not recognize the

effectiveness of changes in IFrench accounts after the French freezing without
there having been a Treasury license.

Bt

cct Southard, Arnold, M.Schwartz, Rains, Metzger (State), Sham (0.A.P.)
Tomlinson (Paris), and Ostrow (Bern)
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N THE ATTITUDE O THE UNITED STATRS TREASURY THIYIAR.
TCUARD FORSIGN FLICHT CAPITAL IN THi UNITED STATES AT . o e s
Persons who at_presentlare taking it ubogﬁthemselvesvto change the tradi-
tional rules of respect for private property in connection with capital which
has souzht hospitality in the United States, mst answer to the public and.their
own conscience a number of cuestions wlich are beiqg raised by this violation of
private international law, ‘ R
ihy did such capital seek refuge in the United Statés and why was it not
declared to the French Government? In ﬁhis connection it should be stated that
 the que;tion of declaring such capital was first raised early in 1945 at the end
of the war, at which time the French Government had pracfically no external debts
in foreign exchange.
A.--0n the one hand, people had no confidence in the terms on which the
french Covernment might reGuisition such assets.
l'eamwille it has been seen, that those who declared their assets found,
especially insofar as American securities are concerned, that they were requisi-
tioned on Julj 6, 1947, in French francs on the basis of 120 francs per dollar,
i.e., at a time when the actual’ rate of exchange, ratified since then at the
initiative recently taken by the Irench Government, ranged from 300 to 350 francs
or approximately bhrde times /[ as hizh as the foruer rate /.
Even after the creation of a free market for the dollar in Paris, the
French Government has been paying and now continues to pay on that hasis for the

items requisitioned by it.

*ranslator's note: Obviously meaning black market.
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Any authorities imbued with a sense of equity would realize that assistance
should not be given to governments which have succeeded each other since libera—
tion and which have acted with obviocus dishonesty in regard to the savirgs of
this country.

¥Mr. J. Snyder should ask his conscience whether it is advisable to recom-
mend to the French citizens to accept such payment or whether, on the contrary,
it might not be well to suggest to the French Government that it reestablish,
retroactive to July, 1947, a system of requisitioning on the basis of what in ahy
civilizéd country is termed fair and prior indemmification.

Be==0On the other hand, however, flight capital has been comtemplating more
serious contingencies, namely those of subversive moves directed against the
democratic institutions in France.

The owners of such capital have during the war witnessed the prosecution
of Jews and the miseries and despair into which the latter were plunged when, on
the face of such persecutions they were stranded abroad without any reserve for
themselves, their wives or their children.

Mr. Snyder should also consult his conscience as to what he would do if such
an event were to recur, and whether, if the requisitioning shouid be carried out
as contemplated, a great many Frenchmen who, in an effort to preserve their free—
dom, mizht seek refuge in the United States, would find that they have been de-
spoiled of the assets which they had built up of their own free will.

¥r. Snyder may, by the way, answer this Question as of now and ask lhimself
whether, if such a requisitioning program had been carried out with respect to
Czechoslovak citizens, he would have acted as a man conscious of his duties by
substituting his decisions for those which mist be made by the citizens of

foreign countries in view of any contingencies which may concern themn.
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C.—In concluvsion, if the United States feels that Western Burope should

be helped in order not to lapse into confusion and chaos, would it not be ad-

visable for that great couﬁtry'Z—United Stateq;7 to act on the strength of its

own means instead of forcibly borrowing from citizens of the Western ZTEuropeaq;7

countries, thus exposing them, their families and the vast majority of their as-

sets to the dangers in question.

(Signed) S. M.
Liarch 1, 1948
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Mareh 4, 1948
Nz, Rains | !
¥4, Allan

Re; Astion 46 be taken with respect to outstanding patent documents ia
view of the tsminatieon of Forelgn Founde Control.

The pullio decuents issued Wy the Treasury Depariment relating
t0 patents vhigh are presently outstanding are the follawing, General
Licenses Noa, 72 and 724 and Public Cireulsar Ho. 6. UOopies of the
dovunsnts are attached,

General Lioense FNo, 72 served to effedtunte the relinguishment by
the Secretary of the ¥reasury of coutrol over the demestic pateat field
vith the exseptien of control over paymants eut of dlocked accounts for
services in cenmestion with the filing snd prosecution of patent sppli-
cations, Aseuming that the temination progrem for Forsign Funds Gontryol
savisages the delegation of sertain powvers exercised by the Secretary of
the freasury under Exsoutive Orders Noa. 8389 snd 9193 %o the Attorney
Gensral, the revocation of this general license simultaneously with the
delagation by the Secretary of the Treasury of powers undsr Executive
Orders Nos, 8389 and 9193 including those exercissd by the Secretary
of the Traasury in respect to the eantire patent flakd would seen to
be spprepriste,

General License Wo, 724 deals with certain trsmssotions with respect
to Anerican-owned patents, tradesarks and copyrights issued by blocked
covmiries and by foreign count ries ia which a blocked interest exista,
All sransnctions licensed by General License No, 72A now also covered by
General License Mo, 84 with the axception of transactions licensed
under General License No, 734 which velaie te patents, copyrights or
tradenarks fesusd by countries or natisnalw thereof not imcluded in
General License Bo, 94,

Sinces trensastions with yespect %o patenta, tradensrks sud

copyrights Lasued Wy Spain end Portugal or im which thelr nationals
have an intersst are probably nexligidle, the revoostion of Ganeral License
VRA would have 1ittle effeot,
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Public Giroular No, 5 was issusd at the time Genersl Iicense Ho.
73 and 72A were issued for the purpose of describing thees doouments
and for the purpose of referring the public to the apprepriste documents
1ssued by the Alien Property Custodian with respect t¢ domestic patents,
In view of the purely descriptive aature of this document, there weuld
seem to be mo reason for mot reveking it at this time,

JAllen;se; 3.4.-48
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H. Re Slomrbs
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moma
Lmamam o

mmwum :mummmmmmmum
numes of persons sho have purmsrantly sigrated fyom Oeneral Lisenss No. 935 countries
and are oither In the United Stades or in the genorally licensed trads aves. In
mmmmu-uuwmﬂmmumm such parwons for
£ of apsete whish they allegw o thes slthough sxacta ave held
niumummnnmsmma.n.wm hMmm

hautum@aﬂstwm,umlwnmmmmmnmm
ﬂmhgu, Wmﬁﬁg%ﬂmumhmm :
buttrensed by docaments of » fraguen chayaoter, wually, propsred poot-freesing
whidsh purpert to refloch alleged pro-frwesing oral aseigments. In ids comestion
nm&aummwﬂmmtmuﬁmummmmumw

nentary svidence in soue instances be veaponable. Although in some cases ike
svidese &8 of & widoh might, under ordinery ciroussbences, convince a reeson-
mmtnnammmmmm,nummtmmm
Wmm&- reesen to wotivake persons to olalm an interest &in fands
¢ §n the United States wi mumm;mmmmunmmm
ﬁmm,mum presented is generally of a type which eould roascusbly hsve
mmmuanwuuwmnmnmmmmumm
Hon procedure which . disclonure af cwnerohip of azsets in the United Jates %o
« Fn thin sommestion $% showld ba neted thab the person now

mmuwm-m-nmormmmumww,mu
are held and 3% 9 g thmmimtmmdnuwm
than aving been for walaw. X% is agoordingly difficuit to avcepd tilw
uwuuarmmemmmm

. Issuas

_ LW&WWWWMWWAWIWM
regut pre=froaging doosmantary ense dafind slowing partiouier
funds in issue ware the djest of & pre-fressing trenafer to the and and thus

in the aboence of aleur pros! decide in faver of naintaining the i qus of Lunde
MWN@M%W”M#WMMMM“WW
Bationel Advisory Counoil deciwion.

A
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chould we give favorsbls considerstion to ihe requeste of

wish under

trus
are
cuse
& pre-fressing

ok has mwug.

nake out & reason-
proof 4

tanses alght
 and which is supperted only by proof the mature of whi

» W% dn which

tranafex,

It 1o our recomuendution mthmtga Punds Contrel shoudd rédilow n th&_smm
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2 %Wm:mnmundum“mwmmmm«-
siding in was a partoer in & French linited lisbility company erganiszed
in 1935. Hs is applying for the unblocking of ths total assets of the cpapany in
this country claiming full cwsarsidp of thess assets. Be alleges that in 1939 the
other stockinlders agreed to dissolve the usiness and % give hizm an option to
satisfy his olaius against the company out of the company's American assets. He
alleges that in 1946 the ocmpany was dissolved and in the ast of dissolution the
proparty foertmlly Desame hs.

Applinﬂdlemihath&mnobmmﬂof thnlmopuonmbndmtho
liberation of Prante. MNo pre-freesing evidence with respect to this option has been
shown althongh there has been submitted what purport to be the minutes of a 1939 '
stockholders' seeting. These, however, were sxecuted im 1946 and, even if aocepted
«t face value, carmot be qeuidtm to give the applicant an opiion with respect to

the assets. _
3. Jorgensen cane. Applicant who left Demmark in December 1946 and has gince
besn : mdﬂoﬂlap.%thhﬁﬂahiﬂmhhthmm

Sum-umu'mdbh has applied for the unblocking of funds held in a NHew
York bank, These funds had previously ainee 1923 stood in the name of N. C. Jansen
o.fwm&rkmmhmm.d.mhun. Jorgensan ¢lximy t Just. prior to the

nof Dermark, Jansen by oral gift (a procedure which is mm)

‘the funds, hmmmkrmsmdﬂnmm of these allegations.
Inmm,sutmwmmmmormwmu,m wrote to the Kew
York benk and requested ihat the acoount which had previsculy stood in his nase be
transferréd to the heading, N. G. Jansen-Foreign mmumn Asogunt. In
Junusry 1946, six months befors Danish funds were made subjest to the certification
procadure tut after cur unblocking procedure was generally known, and at a time when
aomammm.nsam,ammmuummmmmtm
mmmermm

4. Tht  Applioant, amuﬁm,mmmmmmxm .
roquents of mh and securities valued at apprexizately §170,000, held
wmwmmmmm»rmmmmma
Credit Suisse, Ceneva.

nu.n.mbymwumtmtmum,nwm by
in the name of his oousin, & oitisen and resident of France, are and a
mmhpnpw T ascount, hs states, was opened on his bebalf by k

wlmmmummuwnmummmtw
coasin hive besn submitted. m:mlm:mmrum;mim'
for Braail, he gave to his oonsin a general powsr of stiorney & ocopy o:tmchnbm
rwmmawm,hwt,efmmmuﬁﬂuﬁtm“-. Both
the applicant and his gousin have submitted affidavits to the above effect and w
also have on hand ourrent statements of she officisls of Credit Suisse that the French
resident cousin hed made it clear to them from the very deginning that he was not the
boneficial ¢uney of the scoount and had indicated that he wes acting for a relative
who had left France. The only pre-freesing dooument applicant has been able %o supply

-

i |

it Suisse
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is a letter purportedly written to him by his cousin in 1539. 7The letter carries
no reference to the acoount in question, but states merely that certain other
members of the family have been informed ¢f "our affairs® and "our arrangements®.

LR B

5. ERubel ocase. lppnmf', ‘n‘m . 8. ﬂim, requests thoe
of an account maintained with Eallgarten and Company in the nase of Peter A. Bubel-
Family Acoount.

The funds in questien are alown to our satisfaction to have besn derived many
years ago frow sn estate of a U. 8. citisen and to have been carried since socme
years prior to blooking in a Join® account (of which the title was changed to ita
pregent form under Tyeasury lioense in 1945) for applicant and his five brothers ani
sigters, all of whom are citisens and m.tdm of Mﬁurlmd Lpplimt‘l clainm to
: iy

Switneriand). hwplimﬁdﬁﬂimuwm KOMMMM
ummmnupetmwm,mmmmunmm
uus-mmm,mwsmmm mmmwm.t»m
accounting first became practicable, Innbomthﬁo there have been submdtted
a eurrent affidavit of applicant's father &ttutin;tomm‘n soquisision of the
funds in 1936, mumu«mummmmnmmwm
wmnwmeudnm,mda mtvmo ;

ing that he had bdeen advised by the father

applicant. Against applicant's. ulm

~ leases having now been ¢ » &6 is stated that il : rn fo
Iﬂv)lmdattowmmpmm mmuwmmuymmmn
mdnmmmdw-mmuumm nterests in the property
had been extinguished; and finwlly, HEallgarten, in spite of the knowledge as to
beneficial ownership, ommdhyﬂuofﬁominnhurmotmmmt, reported on
mm—awmtmmmmmdbymuxmmmuam

(Signed) R. R. Shwartz

RRShwarts shjl :3/4/48 -

ot
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Begr Mr. Evansy

Your letter of February 13, 1948, sddressed to Secretary Snyder,
in which you comment on Seeretury Snyder's letter of February 2, 1948
to Senator Vandenberg has been referred to me for reply.

At the outeet it slwuld be imdisated that the plan described in
the referwnce letier, & copy of which is enclosed, dees not contemplate
that this govermewnt will give to the Swiss Uovernment the results of
the census as it pertains to persons holding assets in the United States
through Swiss and lischtenatein seccounts. It doss, howsver, provide
that the Office of Alisn Properiy will immedialely upon receipt of the
consus inforaation begln to process for vesting assets held in Swiss
and iiechtemstein accounts.

This govermant cves not desire to vest pure Swiss assets. In the
interest of clearing up all purely Swigs caser and avoiding their being
vested, discussions have been held froa time to time with representa~
tives of the Swiss Covermment on %ax problems affecting the certifice~
tion procedure. In this connection the Swiss Jovernment hus pointed
out to us that a tax delinquent may either clear up his tax obligation
on the basis of his avtual liskility, plus certain penaities, or remain
anonymous fyom the taxing suthorities by paying a penaliy of 50% of hip
asseis to the Bwiss Jovermment. It is our understanding that the tax
penaltiss are normally coneiderably lese than 50% except in the case of
persony whe misused an amnesty offered a few years ago. In our moet
recent discussions with the Swisa it was informslly pointed out that a
reduction in the 50% psnalty provision might encourage Swiss persons in
seouring certification of their assete in the United States.

We are fully appreciative of the problem set forth in your letter.
On the other hand, existing Treasury precedure for gesuring the um-—
blocking of Swisa funds, for exsmple, is based on the premise that the
Swiss Government is the only government which can adequately investigate
the true ownership oif assets allegedly held for Swias pereons within its
Jurisdiction. Likewise the Offise of Alien FProperty follows the pro-
ccdure in connsction with the release of funds, either before or after
vesting, of consulting with the appropriate government with respeot to
the proof submitbed Lo show that there is no enamy interest in partioular
funds.
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In conclusion £t should be pointed out that the general cbserva-
tlona you make with respect to the effects of the plan wers carefully
considersd by the National Advisory Council before it formulated the
plan set forth in its letter of February 2, 1948 to Senator Vandenberg.
On balance, however, it was the condlusion of the Oouncil to adopt the
plan set forth in the reference letter as the ons best calculatsd to
weet the national interest in view of the gircumstances involved,

Very truly yours,
nsd) Freawk 4, Sonthard, Jr,

Frank A. Southard, Jr.
Director, Office of International Finanee

l&‘. Jﬂhﬂ P. m
Evans, Hand and Evans
129 Market Street
Paterson 1, New Jersey

Enclosure

RRShwartziltn 3/1/48
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‘//// to
: Members of the Netional

Advisory Committee

730 Fifth Avenue
New York City
March 4, 1948

The President
The White House
Washington 25, D, C.

My dear Mr. President:

I have received a letter from Mr. Frank A. Southard, Director of the Office of International
' Finance in answer to my letter addressed to you on February 6th, regarding the assistance
the National Advisory Council advises glving to foreign governments in enforcing their
foreign exchange laws. I beg to submit that the answer received is completely unsatis-
factory and doesn't meet the arguments put forward in my letter of February 6th in opposing
such assistance. Mr. Southard has attached to his letter a copy of the correspondence

with Senator Vandenberg regarding the matter. The Council justifies its recommendations
mainly on these points:

(1) "That these are not ordinary times."

I don't know how the Council distinguishes between "ordinary times", when respect for moral
principles is our doctrine, and abnormal times, when considerations of expediency overwhelm
morel principles. However the Nationel Advisory Councll defines "ordinary times", the
least I can say is that we have not been living in "ordinary times" since 1914.

(2) "Some European nations are in dire need of dollars to permit their
survivael as free nations.”

I believe that even a superficiel examination of the facts between the two world ward will
prove that ever since 1918 many European nations have been "in dire need of dollars to
pernit their survival as free nations." One of the reesons was socialistic policies,
nationalistic policies, or demagoguery.

(3) "American taxpayers are being called upon to make substantial
contributions to European recovery.m"

Very frarnkly, this argument doesn't sound genuine, for the simple reason that the amounts
involved are trifling as compared with the help we are requested to extend. I don't believe
that our country should forego & moral principle for a few hundred million dollars vwhen we
are requested to spend at least seventeen billion for the recovery of Europe. Furthermore,
the greatest part of these few hundred million dollars would return anyhow to thelr courtries
- as soon as confidence, chlefly dopestic, is restored.
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(4) If it is sound policy to hedp foreign governments in coercing their
citizens to do certain things for the sake of saving a few hundred million dollars,
can the National Advisory Council answer the following question: "Why don't they
ask the foreign governments to requisition from their citizens gold, in any shape
or form, diamonds, pletinum, silver, or even valuable paintings, which are readily
convertible into dollars?™ If we are to forsake principles, let's at least do it
for big stekes.

(5) Can the National Advisory Council snswer the following question: Since when
are we subscribing to the doctrine that exehange controls laws are "in the national
interest" of democratic countries? Is it not true that we are constantly advocating
the removal of exchange controls, and that we have even made such removal a condition
of the British loan of 1946, although we knew that it was not feasible with the means
provided?

Respectfully,

Philip Cortney : if
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’ March 6, l9h8§?_"i MALL & n ;gg
dear Mr. Secretary: )4} ug.';; .
w ry‘ I’r?lu... ‘d L NN ]

I take the liberty of writing to you after having read for sevPMB weeks 2
in French and Swiss newspapers the decisions which you intend to make with re-
spect to French assets blocked in the United States under cover of Swiss banks,

If you had been living in France for a long time, you would understand why "average"
[middle class] Frenchmen who receive no retirement [pension] from the Govermment,
.have brought enormous sacrifices in order to build a nest egg for their old age
when they can no longer work and to protect such savings from devaluations, [and the]
couvetousness and squandering by the govermments which succeed one another in our
unfortunate country. Those deposits of which we have been deprived for so many.
years, represent a combination of privations of all kinds and extra work which you
cannot imagine, Furthermore, they [the deposits] were in America, the country of
complete freedom, prior to the last war, The balance was sent in 1939 when it was
feared that Switzerland might be overrun, We would really never have thought that
a country as great as yours would trample on the principles of liberty, honesty and
uprightness like the totalitarian countries or dictatorships,.

The French woman who is writing these lines tc you has been awarded the medal
of resistance; her husband has likewise been decorated with the war [iron] cross,
because they concealed, at tﬁeir home, arms, patriots and two American aviators
who dropped from their flying fortress[es] when they were shot down over Toulon
in June and July 19LY. The name of the first [flyer shot down] was Joseph
Lubliewski, the second was a lieutenant pilot by the name of Georges Russel*,

We gave them lodgings, fed and clothed them and, at the same time, we had a

Translator's note:
#Probably: George Russell

%)
[
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German officer [in the house] and German [field] batteries in the [nearby]
countryside, We did not hesitate to risk our lives and the lives 61‘ our children
because that was our dutjr as French people, but today the Americans might remember
this and return to us the nest egg [which we saved] for our old age, intact.

There is no need for us to teli you how you should act with regard to these
funds which have been placed urder your protection,_ but we cannot believe that
you would decide to strip those [persons], who trusted you in moments of distress,
of capital which will be uselessly thrown into the gulf of nationalization and
wasteful spending,

If you wish to honor us with a favor'able reply, kindly address it to 5L.69L
B.M.A. c/o. Union des Banques Suisses [Union of Swiss Banks] Agence du Molard
[Molard Agency] Geneva, ‘

We beg to remain, my dear Mr., Secretary,

Sincerely yours,

[unsigned]

Translated by: F,Neter, O,.I.F.
ah
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Ssorstary, Office of Alien Property
Department of Justice

FROM; Rells R. Shwarts
Aeting Director

In view of the imminent transfer to the jurisdiction of your
O0ffice of all property remaining blocked om Jume 1, 1948, this Of-
fice considers it advisable that you be kept informed of any
significant licensing polioies which we feel obliged %o adopt in
the remaining peried of our sdministration of dlocked property. -

For some time now we have had under consideration the problems
involved in the certification of estates of blocked decedents. It
is our view that it ig both impractical and unjust %0 require that
an heir of such an estate obtain a certification from the country
in which the decedant resided unless the heir iz also & resident of
that country. Accordingly, we are now prepared, om application
from any helr who is cuteide of the comntry in which the decedent
resided, to determine by examination of svidence submitted directly
to ‘us tha fact of ownership of the assets of the sstate by the
decedent and, upon such determination, to license the distribution
of the estate keeping in mind that the distributive shares of
resident citisens of recipient scountries must be kept bloeked in
1ine with the Vandenberg letter. ’

RRShwartz :EArnold:ltm 3/8/48
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OFFICE OF INTERNATIONAL FINANCE

I
st - FFR 26 1948

Dear Mre. Cortney:

Your letters of February 6, 1948, addressed to the President
and to Secretary Snyder, in which you comment on Secretary Snyder's

letter of February 2, 1948 to Senator Vandenberg, have been referred
to me for reply.

In formulating the plan finally expressed in the letter to
Senator Vandenberg the National Advisory Council gave careful consid-
eration to the very views expressed in your letters. In fact you will
note in examining this letter, & copy of which is enclosed, that the
Council indicated that it had seriously weighed these considerations.
On balance, however, it was the conclusion of the Council to adopt
the policy set forth in the reference letter.

In your letters you express the fear that persons holding
the small accounts will be the ones most directly affected by the
program. In this connection, your attention is called specifically
to the top of page six of the enclosed letter in which it is indicated
that "small amounts of property, say up to §5,000, will be unblocked
in the near future without requiring certification or other formali-
tles except where a known German, Japanese, Hungarian, Rumanian or
Bulgarian interest exists." It is expected that an appropriate license

will be issued in the near future.
mum, J‘/

Frank A. Southard, Jr.
Director, Office of Intermational Finance

Mr. Philip Cortney,
730 Fifth Avenue,
New York City, New York.

BEnclosure.
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The United States Treasury has just publicly defined its policy with re-
spect to foreign assets which are still[at present] blocked in the United
States,

This policy includes, insofar as applicable to French assets, the following
regulations: |

I. ASSETS AMOUNTING TO LESS THAN $5,000

Such assets are unblocked as of March 1lst without any necessity for owners
thereof to comply with any formalities, and more particularly without any need
for such owners to submit a certificate of non-enemy ownership. Blocking is
being continued to the extent to which the United States Treasury [itself] has
knowledge of the existénce of German, Japanese, Hungarian, Roumanian or Bulgarian
interests in such assets.

II. ASSETS AMOUNTING T0 MORE THAN $5,000

A, —- Assets Held in the United States Directly in French Accounts

These assets remain blocked, Owners [of such assets] may within three
months from March 1st apply for unhlocking-by submitting a certificate of non-
enemy ownership issued by the French Goverrment.

Upon expiration of fhis period of three months, the Office of Alien Pro-
perty will proéeed with a census of the assets which ére not certified and will
communicate to the French Government the result of that census. It will be up
to the French Government then to proceed with investigations in order to find
out whether or not there are enemy interests in the asseté, the existence of
which will thus have been brought.to its attention., Those of thé assets which

will have been acknowledged as being free from enemy interests will be unblocked,
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B, -- French Assets Held in the United States in Foreign Accounts (especially

in the name of Swiss banks or Liechtenstein banks.,) These assets remain blocked.
Owners [of such assets] may within three months from March lst apply for unblock-
ing in accordance with the procedure now in effect, which includes submission of
a certificate of non-enemy ownership issued by the French Goverrment,

Upon expiration of this period of three months, assets which are not certi-
fied will be subject to a census for [purposes of] the Office of Alien Property.
They will be considered as enemy assets, and, as such, seqﬁestered by the said
Office of the Alien Property. Such sequestration can subsequently be canceled
only if the French Govermment, after having been informed of the name of the
real owner(s] of such assets, certifies that the presumption of enemy ownership

is to be ruled out..

These va.ridus measures are in.close harmony with those taken, in turn, by
the French Government, which, by law of February 2, 1948, afforded owners of
undeclared assets the opportunity to clear their situwation by converting such
assets into French fréncs. It may be well to point out especially that during
the entire period of thrée months granted by the United States Treasury, the
rate of the special tax which must be paid by owners of undeclared assets remains
fixed at 25 per cent. In fact, the rate of this tax will not be increased except
on or after July lst by ore per .cexit each month,

Insofar as assets held in the United States — for which non-enemy ownership
certification is requestec} of the French Government by their owners during the
pericd of three months granted by the United States Treasury -- are subject to
requisitioning, indemnification for assets so requisit.ioned will be computed on

the basis of the exchange rate for the dollar on the free exchange market in
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Paris on March 1, 1948, On the other hand, no penalty will be imposed for delays

in complying with the obligations provided for in the requisitioning regulations,

On the other hand, the Government reserves every right to freedom of action

in this matter of penalties with respect to the requisitioning of assets which

might be brought to its attention in purswance of measures which will be taken

by the United States Treasury in regard to such assets as might not be certified

by the time the period begimning March 1lst expires.-

Translated by: F.Neter, 0.I.F.

ah
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Doc. .nt No, 638
March 18, 19u8

March 17, 1948

MEMORANDUM To: National Advisory Council
From: Treasury Departmeht

Subject: Swiss Proposal for Hahdl;ng the Private Blocked Dollar
: - " Assets in the United States Held Through Switzerland to
Aid in the European Recovery Program .

I, The Problem

A delegation of the Swiss Government is presently in the United States
discussing with representatives of the Departments of Treasury, State, aud
Justice its objections to the government's plan respecting Swiss. &nd :
Liechtenstein blocked assets which was set forth in the National Advisory
Council's letter of Febtuary 2, 1948 to Senator Vandenberg, This letter
represents the Council's conclusions as outlined in N 4.C, Doclment NO. 580
of Januury 14, 1948, :

The Sw1ss delegation have recommended as a oubstméute for the govern—
ment's plan the following:

"This solution ‘would consist in the earliest possmble »
mobilization of blocked assets in thc United Statesy held in
a Swiss name, for the Furopean Recovery Program, by meens of
a loan issued by the Internstional Bank for Reconstruction
and Dovelopment, An agreement would have to be ¥eached with
regard to the following detailss

(a) Conditions of eligibility of the owner to subscribe
' anonymously,

- (b) Terme of the offering and interest rate.
(c) Date of maturity.

(d). Period of time during which subscriptions may be
entered,

(e) . Possible further conditions, such as temporary
restriction with regard to the marketing of
these securities,

"The proceeds of the loan would be reserved for the re-
cipient countries, primarily France, according to the articles

of agreement of the Internatlonal Bank for Reconstructlon
and Development."

SECRET
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II. Discussion

Critical analysis of the Swiss plan can, of course, not be made on
the basis of the above, However, reference is made in this connection.
to N.A.C. Document No., 580 where a plan involving the use of the Inter—
national Bank was analyzed by the National Advisory Council at the time.
it wes formulatlng its program, This plan was reJectod et that time
since 1t was the conclusion of the Council that the disadvantages in the
pronosal outweighed the possible advantages, These disadvantages would
inevitably be inherent in any plan, regardless of its individual features,
which was premised on the use of an International Bank loan,

I1I, Recommenéation

The following recommendation is submitted for the consideration of
the National Advisory Council:

The_National Advisory Council agrees that the proposal of
the SwissiDelegation for the mobilization of blocked assets
in the United States, held in a Swiss name, by means of a loan
issued by‘the Intcrnntlonal Bank for Reconstruction and Develop-
ment, is hnacceptnblo to this governnent,

SECRET
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Te ¢+ M. R, T
Chief, Foraign Mn Contrel Depsrtment,
Federal Reserw Bank of Hew Yerk,

From 1+ Margaret ¥, Ualwarts,
Chief, Lisensing Divisien,

Raforence is made to your ssmorandum of March 11, 1948, transmitting
a latier dated Mareh 10, 1948 from the Guaranty Trust Companmy and a letter
from the Sub-Comndttee on Foreipgn Funds Control, requesting clarification of
cortain. queeations arising under General Iicense lo, 97.

With respect to the questions raised by the Guaranty Trust, plezss
advise that it is the Treasury's position thet memorandum secounts under
Gensral Ruling No, 17 should not be considered as separate sccounts for the
purpose of unblosking under Gensrsl Liocense No, 97, The fact that certain
essete held in ommibus aceounts ere distinguished by roason of their having
beean identified o certified under Genersl Ruling lic, 17 is not considered
as a sufficlent besis %o regurd sueh property as being held im a seperate
account,

With respect to the gusstions raised by the Sub-Lommitiee, ouwr
poniticn is as follows:

1. M

2. He

3. BSo., However if the contingsnt intersst can be evelusted and if
the Feluusry 1, 1948 valus was §5,000 or less it may released under General
lisense No, 97.

4e HNo, The same principle set forth in 3 above appliss,

5. Froperty of persons who on February 27, 1948 were residing in
Germany, Japen, Bulgaris, Hungary or Ruwanie is excluded from Gemeral License
lio. 97.

6, The assets of the Genersl Ruling No, 6 account should be certified
under General Liocense Ho, 935,

/4]

KWilliamsiebd 3/23/48
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o t Mr.R, T
Chief, Fmign rrmh Control Depsrtnemt,
Pedoral Heserw Bank of Hew York,

From 3 Margaret U, Jchwarta,
Chief, Licensing Divisien,

feforence is mnde to yowr wemorandum of March 11, 1948, transmitting
& latier dated March 10, 1948 from the Guarenty Trust Company and s letter
from the Sub-Comnittee on Foreipn Funde Control, requesting elarification of
sortain. questions arising under General Licenss lo, 97,

With respect to the questions rsised by the Cuaranty Trust, plezse
advige that It is the Treasury's position that memorandum sccounts under
General Ruling No, 17 should not be gonsidered as separate sccounts for the
purposs of unblesking under General liosnse No, §7, The fact that certain
eseete held in oenibus acocants ere distinguished by roasen of thelr having
been identified or certified under Genmersl Ruling lo, 17 is not considered
as a suffictent besis to regird such property as being held in a seperete
agoount,

With respect to the yuestions raised by the Sub-Lommitiee, our
position is as follows:

1, ke
2., He

3. Yo, However if the contingsnt interest csn be evalusted and if
the Feluusry 1, 1948 value wes §5,000 or less it may veleased under Genersl
License Ke, 97.

4e Hoy The same principle set forth in 3 sbove applies,

5, Property of perscns who on February 27, 1948 were residing in
Germany, Japen, Bulgsria, Hungsry or Ruwanis is exclufed from Gensral License
o, 9‘?.

6, The assets of tha Genmersl Ruling Ko, 6 account should be certified
under General Lioense Ho, 95,

/s

RWilliamstebd 3/23/48
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' 'Dear Normani

This 1s with reference to inquiries which Foreign Funds Control
and the Federal Ressrve Bank have been receiving during the past two
weeks respecting the effect of the itransfer of jurisdiction over .
blocked assets from Foreign Funds Control in the TreasuryjDepartment
to the Office of slien Property in the Department of Justige.

At this time 1t la, of course, impoasible to antioipau the
procedures which will he established by the Office of Alien Property
for aduinistering assets under the program. In view of ‘the purposes
of the program, howsver, it is not now anticipated that the procedures
will in substance be directed toward the reblocking of assets which
have been released under Traasury licenze. Un the other hand, Y -must

point out that the atatement im the press release to the effect that
after June 1, 1948 "the outstanding licenses authorizing withdrawals
or changes in the assets will become. 1nnporatd.ve" clearly implies
‘that tighter controls will be exercised over the assefs which remain
‘blocked as of June 1, 1948. In this reaspect a questlon may arise as
to such matters as the satisfactlion of bank service charges. The
interested agencies of this govermment have never desired to prevent
the satisfaction of legitimate charges of this nature, and I am sure
that they will be appropri ataly recognized in the new procedures.

It is the hope of the Treasury that appropriate elements of the
procedures which aré finally developed in connection with the progrem
‘will be discussed with the Foreign Exchange Committee, which has al~-
ways afforded Foreign Funds Con‘oml auch valuable aniatmu in :ltz
aperations.

Very tmly yours,

(Siguned) Rella R. ShwartZ

" Rella B, Stwarts
Acting Director

¥r. Norman P. Davis _
Assistant Vice President Mailed from this office
Federal Reserve Bank of New York 3/24/48 - ltm

33 Liberty Street

¥ow York, New York \

/RRShwartgz:ltm 3/24/28 : / ,@Mw%\
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FRANK PAUL ANDERWALD ),; L & ¥1.58
LIQUIDATING TRUSTEE FOR A 3 % ........
MANNHARDT & voN HELMOLT NO AT,
77 WEST WASHINGTON STREET I XTTIAL

U. S. Treasury VYepartment
Boreign Funds Control
Waeshington, D. C.

Gentlemen:

A few days ago I received a copy of Press Service No. S-646 intended

for release to morning newspapers on Monday, March 1, 1948, pertaining

to the announcement by the Secretary of the Treasury that all blocked
assets will be transferred to the Office of Alien Property, effective
June 1, 1948. The last senteace of the fifth paragraph reads as follows:
"Secretary Snyder suggested that persons in the United States holding
blocked assets of foreign nationals immediately inform such nationals

of today's announcement."

Among the several hundred pending cases which it is my duty to bring

to a close as Liquidating Trustee on the Law partnership of Mannhardt
& von Helmolt, there are some accounts which have been blocked by the
First National Bank of Chicago. The money was collected by Mannhardt
& von Helmolt as attorneys-in-fact for the German nationals who had

an interest in an estate pending in this or other states of the union.
The various funds were deposited in the names of the individuals and
immediately blocked pursuant to Executive Urder No. 83983 and subsequent
orders. Owing to the postal facilities being suspended, it was im-
possible to ascertain whether the respective beneficiarkes were still
alive at the time, or to ascertain their exact addresses. It is there-
fore impossible for the First National Bank of Chicago, who is holding
blocked accounts to notify the respective owners of these accounts.

I would greatly appreciate receiving your advice whether failure to
notify the beneficiaries of these accounts would in any way prejudice
their right of recovery.

Very truly yours,

FPA:GG
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TREASURY DEPARTMENT

Washington

FOR RELEASE, MORNING NEWSPAPERS Press Service
Monday, March 1, 1948 No. S-646

Secretary of the Treasury Snyder today announced that effective
June 1, 1948 the Treasury Department will cease to have jurisdiction of
blocked foreign funds. On that date, the jurisdiction over the remain-
ing blocked assets will be transferred from Foreign Funds Control in the
Treasury Department to the Office of Alien Property in the Department of
Justice. Attorney General Clark joined Secretary Snyder in urging that
persons whose assets may be unblocked under the certification procedure
provided by Treasury's General License No. 95 avail themselves of this
procedure before June 1, 1948. After that date, outstanding licenses
authorizing withdrawals or changes in the assets will become inoperative.

The Attorney General stated that immediately upon transfer he will
take a census of all assets remaining blocked. In line with this Gov-
ernment’s decision to assist countries which receive financial aid under
the European Recovery Program in locating assets of their resident na-
tionals held in the United States, the information concerning the names
and assets of such nationals as disclosed by the new census will be
given to the governments of the appropriate countries.

In addition, the Attorney General stated that in order to prevent
the escape of enemy assets from this Government’'s control and to imple-
ment further this Government's objective to assist countries which re-
ceive financial aid under the European Recovery Program, the Office of
Alien Property, immediately after the receipt of the census information,
will begin to process for vesting the assets remaining blocked and held
in Swiss and Liechtenstein accounts. The vesting program will also be
applied touncertified assets held indirectly through recipient countries
where the census information does not disclose the beneficial owner.
Assets, cither before or after vesting, may be released upon a showing
of non-enemy interest. In such cases, the Office of Alien Property will
consult with the government of the country of which the alleged benefi-
cial owner is a resident. It was pointed out that claims for the return
of property vested in the Attérney General must be filed within two years
after the date of vesting.
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Secretary Snyder added that Treasury, Justice and State Department
representatives are currently engaged in discussions with representatives
of the Swiss Government concerning certain aspects of the program. It
was pointed out that Switzerland is not a country which is to receive
financial assistance under the European Recovery Program.

The governments of the European Recovery Program countries included
in General License No. 95 are being requested to give their residents
public notice of the action which will be taken by the United States on
June 1, 1948, and to urge their residents to apply to them immediately
for the certification of their assets held in the United States if the
assets qualify for certification. Secretary Snyder suggested that per-
sons in the United States holding blocked assets of foreign nationals
immediately inform such nationals of today's announcement.

Treasury officials stated that this announcement in no way affects

its control over importation of securities specified on the list at-
tached as a part of General Ruling No. 5.

-00000~-
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In this L ugs hapoy to be @bls to tranamit to ay
Goverment the nost aybory puarzatees for the situstion of '
Wm.-mwemmmmmnwm
ehlef of the Yestern Durupesn Diviaios of the State lopartment, on
my return from Portugel where 1 had taken part in the Dinad amrange~
senks fer bhe signature of the spreccent of Fobrusry 2 regading the
Iagons Adefield 1n the ‘acres.

Imm,hthtuMnWmm
it ves weyely & question of a4 Wwensfor of fmotlong witidn the
adsinigtration of the United States, and that the position of
Portuguese sssets in this countyy would in so way Lo affected, The
Wthfnwhmmmwhwm

which Partugal was sssociated wiih the and at such a moment,

ndzht load to Lnterpretations entively diff muzuum_m
States Uovernment, had in mind,

callad on the onlef of tie hestern
Emfdv&uim, t?umm'sfmluumgorm
June 1 deadline, iy purpose mmwmammimar
mmgimmwmmmm r@
mhw&dwemmmmimulmmﬂt Tressury 's

The Nencurable, Coarge C. Merghsll,
rmwwm,
. etc. 2to.
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flear Senatar Vandenbergy

Enalosed is a copy of a letter to Senator Baldwin
vinleh I am gamding to him today in respouss to your letter
aof ¥arch }6. It ecours to me that s oapy of the reply may
be of some interest to you.

Sincerely yours,
{8ignod) JOEN W, cMIDsH

Secrestary of the Treasury

Honorable Arther H, Vandenberg
United States Senate

Roou 139, Senate Office Bailding
Washingten, D, C.

34;m”“£%é?
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Dear Seastor Baldwing

Senstor Vandenbarg has refarred to me for reply your lstter
of March 13, 1948 in which you raise certain inquiries respecting the
effect of the Department's press release of iarch 1, 1948,

The press relsase under reference constitutes the first atep
in the execution of & program deseribed in detail in a hthr of
February 2, 1948 which I sent to Semator Vandenberg ‘
Hational Advisory Counctl snd a copy of which ie onclieey
procran definss the procedure which this governmex
respect to blocked privete assets in the United
assisting the govermments of recipiant countpdl
olocked dollur assets of their resident oltdzes
as woll as preventing the escape of ensnmy ,
control,

jvate property fer the use of the
hid connection, the Council stated that

pgram applies only to private foreign assets
United States and does not cover free assets,

The Counegi) dited O in 1ts letter to Jenator Vandesnberg that after
4 e ght it had decided, despite the doilar shortags of
recipient coun 8, that no action should be taken with respect te

Iree assete becguse "effectively to sesrch out and take control of
these free asseis would require exchange controls and other measures
which would do maximim violence to our position as a werld financial
ceanter and to our policy of keeping the dollar substantially free of
restrictionsa,” It is regrettable that soms persons despite this
statement fear that this govermrent may epply this progra:m to the free
assets in the United States belanging to foreigusras,
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¥ thout mﬁw specifically on the maxy censiderations
which ths Couneil weighed befere it formulated its program, it should
be pointed out that the facters which teday make the United States
mhdinzwmﬂmﬂnhrmihnlmwneium
sconoxic and politicsl stremgth.

- IS 4a recegnissd that some may have diffisulties with the
progrem. Nowever, it im heped that it will be sppreciated that it
represents the oensidered comclusion »f the Council thah the pregras
is the ona best caloulated % meet the national inkerest in view of
the circumstances invelwed,

Sincerely yvurs,
(8igned) JOEN W, SNYDER .

Seorstary of tw Tressury

\

tonorable Eaymond E. Baldwinm,
United States Semate.

tlta 3/23/48
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OFFICE OF 7 YRNATIONAL FINANCE

March 31, 1948 -

Mr. Arnold

- I.think we should get at this with the

least possible delay.

I believe we should inform Bazelon that
we are drafting our own reply to State,
and would send him a copy of our reply

with the hope that we might coordinate

our reply with theirs,

If you have any other ideas as to how

to proceed, please let me. know,

F.A.S.

Frank A. Southard, Jr.
Director
TELEPHONE 397, 398 ROOM 3434
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- o -DEPARTMENT OF STATE
WASHINGTON

I 5 fer t : b
L?E reply refer to . March ,g,@, 1%8

My dear Mr, Southard:

Enclosed is a copy of note no. 23 of March 25, 1948 from the
Portuguese Ambassador to the Secretary of State, concerning the
refusal of the Guarenty Trust Company, of New York, to open a
credit on behalf of a Lisbon bank which would extend beyond June 1,
1948, the date contemplated for the turnover of jurisdiction over
blocked assets from the Treasury Department to the Department of
Justice,

It is my understanding that the question of glving assurances
to the principal banks that certain trade licenses now in effect
will be continued in substantislly the present form after June 1,
1948, has been the subject of some discussion between the banking
community, the Treasury Department, and the Department of Justice.

This Department is fully cognizant of the reasons which moti-
vated the statement in the March 1, 1948 press release issued by the
Secretary of the Treasury, to the effect that outstanding Treasury
licenses would no longer be in effect following the turnover of
jurisdiction on June 1, 1948, It seems clear, however, that the
continuation of trade licenses such as the one pursuant to which
trade is carried on at the present time between Portugal and the
United States, will not adversely affect our interest in securing
dollars to the recipient European Recovery Program countries pur=-
suant to the General License 95 mechanism.

This Department

Mr, Frank A. Southard, Jr., Director,
Office of International Finance,
Treasury Department.
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This Department believes it to be of the highest importance to
maintain the most friendly relations with the Portuguese Government,
On February 2, 1948, an agreement was concluded with the Portuguese
Government giving our military aircraft important facilities in the
Azores, and this Government looks forward to increasingly close
cooperation with the Portuguese Government in this general field.

The Department believes it to be of the highest importance that the
Portuguese Government be accorded favorable treatment with respect to
its blocked assets in this country.

A similar situetion has arisen with respect to Spanish accounts
in the United States. This Department has been informed that certain
lines of credit have been opened by the Chase National Bank of New York
which will run beyond June 1, 1948, The Chase Bank is, of course,
desirous of assurences that trade liceunses will be continued beyond
that date.

Under these circumstances, this Department believes that it
should be in a position promptly to give to the Portuguese and Spanish
Governments specific assurances that trade licenses now in effect will
be continued in substantially the present form following June 1, 1948,
and that such assurances should likewise be given to the principal
banks in this -country.

In view of the urgency of this matter, this Depertment would
appreciate your concurrence as soon as possible.

A letter in similar vein is being transmitted to Mr., David L.
Bazelon, Assistant Attorney General, Department of Justice.

Sincerely yours,

WJK%@/O

Willard L. Thorp
Assistant Secretary
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¥y dear Mr., Thorp:

Reference is made to your letter of March 30, 19k8,
cencerndng the effect upon Spain and Portugal and thelir na-
ticnals of the proposed transfer of jurisdiction over blocked
assets from the Treasury Department to the Department of
Justice.

This question was covered in general terms in next
to the last paragraph of Secretary Snyder's letter of Febru-
ary 2, 1948, to Senator Vandenberg with regard to the trans-
fer of jurisdiction, Secretary Snyder's letter referred to
the possibility that Spanish and Portuguese assets might re=-
main blocked after the transfer. Under the letter, it was
the understanding of this Department that if the assets
remained blocked, there would be no change in the substance
of the licensing structure applicable to property of and
transactions with Spain and Portugal and their nationals.

This Department is not aware of any factual development whish
would require alteration of this position. Omn the other hand,
this Department. is acutely consclous of the unfortunate effects
upon transactions with Spain and Portugal which have arisen
from the uncertainty outlined in your letter.

It is therefore the position of this Department that
the Spanish and Portuguese Govermments and interested private
persons and institutions should immediately be informed sub-
stantially ag follows:

It is not now anticipated that the transfer of
blocked assets to the Jurisdiction of the Qffice of
Alien Property on June 1, 1948, will result in any
changes in the substance of the licensing structure
applicable to property of and transactions with Spain
ang Portugal and their nationals. Accordingly, trede
transactions which are now permissible, including

310913
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the issuance of letters of credit, may appropriately
be undertaken sven though the transactions will mot
be consummated untdl after the date of trapsfer to
the Office of Alien Property. IR case any changes
in t?e licensing structure may prove deairable after
: mumm,mywboaarrhdwtinmha
manner as not to invalidate or prevent the consum—
mation of transactions initimted under license.

Sincerely yours,
{Signed) Frank 4. Southard. Jr.

Frank &. Southard, Jr.
HMrector, 0ffice of International Finance

- Homeorable Willsrd L. Thorp
Assistant Secretary
Department of State

- Washingten, D. C.
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To 3 Jr, R, R, Tomphkins, Chisf,
Foreiga Puxds Control De
Foderel Hoessrve Bank of Hew !u'k.

From 1 Masgaret ¥, Semrts, Onist,

In sonmectien with spplicaticns which you mxy receive invelving
sstates of blocked decedents, mection mey be taken e» follows:

1, Degedemt, resident of a sountyy ineluded in Gemeral License
Ho, 95 .

(a) If all beirs are residents of decedent's country, refer
to General License No, 95, unless ane or more of such
heirs are pitisens of the United States,

(6) If any heir is vesidemt cutside decedent's gountry, o

Af any heir 1s s United States citisen even though' within
decedent's country, license distribution, Shares of heire
(othey than United Btstes oitisens) 4n recipient countries
should be blooked regardlese of date of decedent'’s death,
Shares of heirs in Germany and Japan should be Llocked if
decedent diad on or bafore December 31, 1946, Shures of
hoirs in Bulgaria, Hungary snd an:ln should b blocked
1f decedent died on or before Decsmber 7, 1945, All cther
shares may be unblooked,

Re Decedant, residemt of Spatn, Portugel, Estonis, latvia, Lithuanias
or Yagoslavia

(2} If a1l heirs are residents of decedest's comilsry - deny;
Gtip. G, #3, uniess one or were of such hoirs are citisens
+of the United States,

(b) Same as 1{b).
3. Deowsdesnt, resident of Bulgaris, iungary or Rumsnis
(a) Lisense distribution, OSheres of heirs resident im these
comntries should be blocked if decsdesnt died omr or before
December 7, 1945, Sharses of hofrs is Gerssny and Japan

should be blooked if decsdent disd on or before Dessaber 31,
1946, 8Bhares of heirs (ether them United States eoitisens)

310815
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1n reolpient coustriss sheuld be blscked regwrdless of
date of deoedant's death, All other shares may be
W.

de M.mdﬁ-mbycm
Mwmhmuﬁ-nm.

masmummmm hwamﬂin '
u ml,i.

{n) I-‘Lﬂm distribution, Bhares of heirs resident im
Germany snd Japan should be blocked if deeedeant's
dsath ocourred on or befare December 31, 2046, Shares
of heirs in Bulgeria, dungary, end Rumanis sheuld be
thﬂMt't&ﬂmMuwm p \
Decenber 7, 1945, Shares of heirs in reciplemt (4 U3 ‘5(‘5"”
sountries should be Blocked if deesdent’s death avourred
o or afare the offective date of Gensral Lissnse Heo, 94
MMQWM.MIM:--mwhmm&

Heaipiest countries ure: austria) Gelgiumy Denmark) ﬁm; Greson)
Italy; Lwwsbourg; Hetherlands; lorway; Swedea,

Hefore the licensimg of distribution in eny of the above cuses,
satiafagtory evidense should be obtained esteblishing the decedent's mmlp

o gt A bl

Is:iiSchmartasobd  4/2/48

310916


http:1eeJr.e4

| 7T I T w0k B A et ettt

REPRODUCEDATTHENATTO 1AL AR GH"E RG /3 I ! _ Dr'Cl h)\IH D—»-.».“..
Entry FEC Su-. ks | | Anoi VDY 65003
File(s) befastiagmm | o/l jum r)z:eJZ'zfzer
Box 9% Bt .

10937 APR7 1918

To M, R, n.!m thf
Foreiga Funds Contrel Dlputnnt
Federal Reserws Bank of Hew York,

From 2 mm We M‘ Gh“t.
Licensing Divisien,

You are hereby authorised and requested to aet on and approve, subject
to the exceptions of paragraph (2) below applications to umblock yroperty or
interests in any of the following cstegories:

1. [Jroverty and Intercets.
{a) Intorests hmwmm-mnthmwsum

(b) Duterests under any insurance poliey, other than any

(6) Property paid or distributed from any such trust or
decedent's estate, or under any insursnoe poliey, pursuant
to license, other than any euch property peid or mmm
to & settlar of a trust whe is excluded from the privilege
of sub-paragraph {1)(a) abeve.

2, Exosptlons.

You should not unblook under the sbove gutharity any property o
intereat ofs

(a) mmmmmuwmmmuumuunt
w,m::hmﬂmm
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iny persen yesident et any time on o simce Ostober §,

1945, in Franos, Belgium, Norway, The Netherlands,
Laxsabour,

g, Denmark, Gresce, Austris, Bwedsn or Rnly,

wormiududuthlmotmnahom
3 xmum,amu,mmmmm-mmmww

property «r interest which is subject te CGeneral Ruling Fo. 11i.

HRPollaksiNSchwartsiebl  4/6/48
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W. RANDOLPH BURGESS
55 WAaLL STREET
NeEw YORK 15, N Y.

April 8, 1948

Dear #lr. Secretary:

Now that the Forelzn Assistence Act of 1948 has become law and
broad policies determined, it seems to me and some others with whom I have
discussed the matter that the way has been opened for a more effective and
practicable method of bringing about the utilization in the European
Recovery Program of the assets in this country of foreign nationals which
are now blocked.

The Foreign Assistance Act requires each participating country to
enter into an agreement with this country as a condition of participation.
The Congress has decided that that agreement should include an undcertaeking
by each country as far as practicable to locate and meke use of the funds of

its nationals in this country. The Senate report on the bill appears to
indicate that this referg to funds now blockea.

Wte all recognize that the present plan embodied in ¥xecutive Order
8389 has certain serious defects both as to its ineffectiveness in bringing
out the money, and its violation of certain agpects of the rights of private
property.

This subject has, I know, been considered at length by the Treasury
and by the National Advisory Council, but it seems to us the passage of the
Act puts a new face on the matter and opens the way to consideration of new
plans.

One plan that you have considered is an offering to foreign nationals

310919
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Honorable John W. Snyder April 8, 1948

of bonds of the Internationsl Bank, and this has been rejected for reasons I
understand.

My associates and I have, therefore, been canvassing other means
whaich mnight be effective in attracting foreign funds into use, and so saving
the American taxpayer without any breach of princiole. Some precedent for a
procedure is to be found in the loan which the R.F.C. made to fngland,
collateraled by the property of British nationals.

A Proposed Plan

Under the Foreign Assistance Act the Export-Import Bank is authorized
to lend one billion dollars to participating countries. I wish to suggest a
means by which this loan might be partly secursd by collateral turned in by
foreign nationals having assets now in blocked account. The suggested proce-
dure to this end would be as follows:

(1) That the foreign governuent concerned offer its nationsls
haviné funds here amnesty from taxation or legal prosecution if they will,
first, liquidate twenty-five per cent of their blocked assets and remit that
a.iount, through an appropriate agent, to the foreign government; énd, second,
lend the balance of the assets to.their government, Lo be pledged with the
sxport-Import Bank as collateral for a loan to their country.

(2) The country concerned would undertake first to return the
collateral to its national when that country will have repéid its loan from the
wxport-Import Bank; and second, would undertake at any time during thes duration
of the loan, on request of the individual, to take over the collateral and give
the national the market value of the collateral in local currency of the country

at the rate of exchange prevailing at that time. Whether the collateral should

310920
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Honorable John W. Snyder : April 8, 1948
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then be liquidated or left pledged is a matter to be determined between the
country éoncerned and the Export-Import Bank.

It seems to me possible to carry through this arrangement without
revealing the identity of the national whose assets are pledged in this fashion,
ané I know of no reason why the arrangement could not be handled through the
Export—Import Bank. It would have the advantages of making immediately available
in cash 25% of blocked assets tendered, and of giving the Export-Import Bank a
certain amount of collateral back of loans which it is authorized to make under
the Foreign Assistance Act.

fle have discussed this plan with a number of Europeans, and believe it
is sufficiently'attractive to bring about a considerable tendering of blocked
assets. The plan would offer an inducement to the holder of blocked funds to
adhere for (1) he could maintain his claim to dollars; (2) he could convert into
local currency at any time he felt the rate to be favorable; and (3) he would not
have to disclose to his government the dollar assets held in the United States.

| Since this plan would rest on voluntary compliance instead of force it
would avoid the difficulty of the United States acting as policeman and would avoid
the violation of principles of the protection of private property rights.

I have reviewed this probosal with Allan Sproul and a number of bankers
here and find substantial concurrence. Some of our people who have reviewed the
techniques involved are of course available for further discussion.

Sincerely yours,

Honorable John /. Snyder : A
Secretary of the Treasury
Washington, D.-C.

cc: Stenger (S teg, Knapp (FR), Arey (Ex-Im¥, Blau (Comerce), Ti EC
A
Louchheim (SEC), Luthringer (Fund), Hooker (Banks, Carre)topL§3faaéd Hziken (0AP)
Norman Davis (NYFed)
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Tot ¥r. Henry HEilken
Chlef, Operations Branch
0ffice of Alien Preperty
. Department of Jdustice

Froms Mrs. Rella Rom .
Aciing Director
Forelgn Funds Contrel

Res Problems in comnsotion with the transfer of
Juriudi.ctipn over blocked unots frem th-

Attached hereto you will find six copies of an informal
nenorandum prepared in this office containing some cbesrvations
in connection with problems arising out of the transfer of
Jurisdiction with respect to blocksd funds from this office to
the 0ffice of Alien Property. Omly two of the copies attached
have a full set of lppnndicu. The other four contain only
Appendix E.

It is hoped that this memdrandum, which was prepared

for our internal use, may be of some value to you, We will,
of coursse, be glad o discuss with you any problems rsised by

) memorandum. ) wa
bt €6 ’

Attechments

EFRains smbe

A 7K Db s,
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Tos Nr. Hemxy Hilken
ChieZ, Operations Bransh
Office of Alien Property
Departnent of Justice

Froms M¥rs. m Be Sowarts
Aoting Dirsctor
Forelgn Funds Contrel

Res Problemp in connection with the transfer of
' _Jux-uactbnmrbhchd nam_tmtho B

Attached hmﬁ you will find six eoples of an informal
nengrandum prepared in tids office sontaining some observetions
in eonnection with problems ariming cut of the transfer of
Jurisdiction with respect to blocked funds from this office to
the Office of Alien Property. Omly two of the copies atiaoched
hive & full set of appondi.eu. The other four contain only
Appendix B,

It is o that this memorandom, which was prepared
for our inte use, may be of some value to you. ¥We will,
of course, be glad to discuss tlth you any problems raised by
the memorandum.

Attacknents | ;M&)M

EFEsins smbe
4/1/48.
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APR L3 1948

My dear iir. Attorney General:

Upon furtlher consideration following our eonferencs
yesterday, I have decided to mdopt your suggestion that
the Treasury Department continue until Ueptember 1, 1948,
to administer controls over blocked assets instead of
transferring jurisdictien over such assets to your
Department on June 1 as env1saged in our understanding
pursuant to my lstter to you of January 9, 1948. This
arrangement for the continued functionin& of the Treasury
Department ig for the purposs, as you know, of affording
foreign governments a reasonable period within which to
complete ‘certification under General License Ne, 95 with
respect to assets as to which applications for certifica-
tion have been filed with the appropriate authorities on
or before June 1. All aspects of the program ocutlined
in my letter of February 2 to Cenator Vangenberg which
can feasibly be applied during the extended period will
be carried out vigorously. In my opinion, the operations
durin: the extended period will serve to facilitate and
gimplify the ultimate trensfer of jurisdietion over blocked
assets to your Department.

I am authorized to tell you that the Departmenf of
State regards the preoposed arrangement es desirabls.

Sineerely yours,

Seeretary of the Treasury

Honorable Tom C. Clark
Attorney (eneral

of the United States
‘Efbia.Shington’ Bo Cu

hum%i%aijﬁﬁ;é%zv CﬁuwN?g 4@W%L7ZM"

703/, XZ"(
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APR 13 1948

Dear Mr. Thorp:

I am attaghing hereto a copy of ths

b

which I read to you over the phone todgy

accordance with the oral approval ¥
to me, we have included the firms
dicating that your Department
arrangement as deslrab

yours,

) Fropk 4., Southard, Jr.

Enclosure

PASsmeh 4/13/48
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APR 13 1948

My dear Mr. Attorney General:

Upon further conslderation following our conference
yesterday, I have decided to adopt your suggestion that
the Treasury Department continue until September 1, 1948,
to administer controls over blocked assets instead of
transferring jurisdiction over such assets to your
Department on Juns 1 as envisaged in our understanding
pursuant to my letter to you of January 9, 1948. This
arrangement for the continued functioning of the Treasury
Department is for the purpose, as you know, of affording
foreign governments a reasonable period within which to
complete certification under General License No. 95 with
respect to assets as to which applications for certifica-
tion have been filsd with the appropriate authorities on
or before Juns 1., All aspects of the program outlinsd
in my letter of February 2 to Senator Vandenberg which
can feasibly be applied during the extended perlod will
be carried out vigorously. In my opinion, the operations
during the extended period will serve to facilitate and
simplify the ultimate transfer of jurisdiction over blocked
assets to your Department.

I am authorized to tell you that the Department of
State regards the proposed arrangemsnt as desirable.

Sincerely yours,

m*&&ml' ‘” ik
Secretary of the Treasury

Honorable Tom C. Glark
Attornsy General

of the United States
Washington, D. C.

EArnold }vj
TJ Iynch/kfa
4/13/48
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Box QY _ | R

APR 13 1948

Desr Mr. Thorp:

I am sttaching hereto a copy of the lsttar
which I read to you over the phone today. In
accordance with the oral approval which you geve
to me, we have included the final paregreph in-
dicating that your Department regerds the
arvanzoment as desireblas. |

Very truly yours,

i855onad) Frank }

Frank &, Southuyd, Jr.
Director, Office of Internstional Finance

Hr, Willard Thorp

Assistant Secretary for
Zoonomio Affaire

Depsrtaent of State
mm. ﬂ. CO

PAS imah 4/13/48
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APR 13 1948

Dear Re, Andervalds

Reference is nade to your lstter of Harch 37, 1948,
requesting $o be informed whether fallure to send netice of
the aanpunsenent made By the Secrotary of ths Preasury, Harch
1, 1948, to certain beneficiaries of Blecked accounts weuld in:
any way prejudice tholr right of recovery,

Fallure to notify Geraan netionnls who Are benefioclaries
of certain blocked sseounts with the First Natlonal Bauk of
Chicagn will not in any wny affect the rights of bdeneficiaries
of such sgcounts, Oerman adests in thie antagory are sukject
$o vesting by the Office of Allen Propardy. The Press Relesse
of Rareh 1, 1948, &id not chenge the status of such sssets.

Very traly yours,
(Signed) Rella R. Shwartz
Rells 2, Shwarts

Loting Mrecker

¥r, Frank Paul Andervald
77 Hest Washington Sreet
Chicage N, Illincis

Jhllen; eoi 4-12-43

&‘GL,
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New ﬂor,é

April 15, 1948

1;3748

W WYL & 5!5"‘

The Honorable John W. Snyder
Secretary of the Treasury
VWeshington, D. C.

Pear Sir:

Supplementing my letter of March 26th addressed to you, I
received the enclosed answer from Mr. Southard. I can
easily imagine how heavily your time is taxed by the pro-
blems you have to tackle. However, I do not think it would
be a waste of time if you could spare the few minutes
necessary to read my answer which I have addressed to Mr.
Southard.

Res 1'1y yours,

Philip Cortney s if

3108929
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TREASURY DEPARTMENT

WASHINGTON 25

APRS 1348

Secretary Snyder has asked me to reply to your letter
of March 26, and to thank you for the copy of Profesmr
Jessup's book. He has also directed me to return to you
the attached letter to Representative Cooley which reached
him in the enclosed envelope.

Section 15(b)(4) (which is now Section 115 in the For-
eign Assistance Act) about which you are concerned was
initiated by the Congressional Committees. It is not our
understanding that it is the intent of Congress to see this
section of the law used to impose any unnecessary limitation
on the movement of peoples. I realize that when countries
encounter forelgn exchange shortages they find themselves
obliged to 1limit the right of their citizens to make conver-
sions into foreign exchange. BEven as liberal a country as
canada has been obliged to introduce such restrictions. The
alternative literally would have been to borrow money from
the United States with which to support a freer movement of
Canadian citizens out of Canada., No one can regret more
than we do that interference with full multilateral converti-
bility of currencies has interfered with the free movement
of people. The whole policy of this Govermment is to restore
such convertibility as rapidly as possible. But I frankly
do not think the task is solved merely by reference to
principles of international law,

Mr. Philip Cortney

730 Fifth Avenue
New York, New York

Enclosure

Sincerely yours,

Frank A. Southard, Jr.
Dlrector, Office of International Finance

3103930
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April 12, 1948

Hr, Fragk 4. Southard, Jr., Director
0ffice of International Finpance
Treasury Depsrtmaent

Weshingten 25, D. C.

Dear My, Southardy

This will aeknowledge receipt of yeur letter of iApril 8th. I am mot
conosrned with the principles of International Law, but sm simply worried
about humas liberty. You probably remember that David Hume has written
somevheré¢: "It 1s seldom that libery of any kind 1g lost &ll at once.”

I didn't raize my volce agalnst what othey countries vere deing or felt
compelled to do vith regard to exchenge controls. My protest vas directed
to our country. PFilrst we beogan to assume the role of & Gestapo by sc-~
cepting to denounce to their countries the names of their ciltizens who
hed accounts in American baanks. Then we had Sectica 15(b)4 of 82202
whersin we asked the foreign countries to "looate and 8ontrol® the asssis
of their ecitivens in the United States, which meant, of course, that we
implicitly assumed the obligetion to help the exereising of such centrol
upou the assets of individuals. I have no hezitation to state that these
actions are pure demagoguery, and will finally alszo cost our gountry much
more money than without these demagogie measures bdefianse they will help
to further deterioraste the confldence of people in paper money and bank
deposits,

I vonder vwhether anyone in the Government reanlizes that what we 4id pursu-
ant to the recommendation of the Hational Adviacry Ucuncil regerding the
blocked aszets and Section 15(b)4 amounts to:

(a) A dietioct discrimination against American banks. Ary citizem of the
foreign comntriesm invelved does not have to worry sbout our new rules if

he has deposited his $oney in Sounth American bmrks, or even if hils noansy

is in the United States via South American banks.

(v) Discriminstion in feavor of hoarders, chiefly of gold and benk notes,
iny possessor of gold or benk notes is better eff today than anyons yho
has put his money Yfor use" in Americsn bank deposits or American shares.
May I repeat agsin the following questiont VWhy don't we force the foreign
countries involved to surrender anything readily cenveriidble into dellars,
like gold, diamonds, smeralds, rarse palntings, etec.? W¥Why did we disorim-
inate only sgeinst sassets in American benks?

You state ir your letter that ¥it ie mot our understanding that it is

the intent of Congress to gee this section of the law uwsed to impoze any
unpgecessary dimitation os the movement of peoples.¥ I feel likewise con-
vinced that this wes not the intention of Congress; neithsr is it the
inteation of Congress to destroy human liberty when it indulges ix defileit
spending and monetisation of debt, or when it puts taxes usbearable for ar

310831
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imdividualistic economic gystem. The fact that Congrees 4id not intend
tc deny to anyone the right to emligrate, or that it dces not intead to
destroy our liberiy, does not changs the fact that 1t wight and will bring

about thesge results by ill-considsred legislation.

If thers ia any hope left in the world for the survival of lidberty in its
fight against totelitarisunism, it 12 squarely placed on eur shoulders.
If, for the sake of the hypothetliecal saving of a few hundred million
dollers we are willing to forsake moral principles, then I am afraid that
one duay, in the not very distant future, we sghall find ouraelvas anleo in

ckalas,
Yours very sincerely,

Philip Cortneyimre

vt < T
>
- rcmoren ©
v o ARAITIE At
L e

310932


http:fOl"sa.ke

o GECLASSIFIED
EntrYFF(‘ S&A)a‘g""’l'wl fL,l)"“/NMD}bgl&}

- F"e('b) bﬁ{‘“‘" “/SME:L NARA Dzt Z“f_[_ﬂ&' '

' ) - T |
=3 Ar :CHNE‘.':‘
_ REPRODUCED AT THE NATIGHAL ARCEVET | B 0X q b (b B o trrccn s s
- I

. . o )
REPRODUCED AT THE NATIGNAL ARGHIVEST RG /3 I | e e s e e s i .[

Ty T

/
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,-Bnrm','ihmp: . e R T PR

.. Tais is with refemnce to tha ‘Fational Adv:taary Gou.neil's ‘recommen-

- dation in its document No. 580 of January 14, 1948 that this govermment
ghould help the govermments of recipient countries in securing the bene-
-#4% of the blocked assets in the United States of their resident citizenms.
-A question has now arisen whether this recommendation was intended to

cover the blocked assets of persons residing in reeipicn’b countries who
- may-mat be citlzens of such countries.

It is the view of the Treasury Depar'hnent that tho National Ad‘visory
Coungil's recommendation was mot intended to cover the asseis of such
persons. The eouncil's censideration of the problem was im terms of res-
ident citizens of recipient countries. Its recommendations were silent
on the terme %o be accorded the blocked assets of nom-¢iidzens of recipi-
ent countries residing therein. Moreover, it should be noted that sinse
the establishment of the unblocking procedures Foreigm Funds Control has
accorded spscial treatuent % American citizens residing in reclpient

. countries. With the concurrence of the.State Deparinent it has followed

_ ihe practice of unblocking assets of American citizens. residing in blocked
.. eountries without requimng the d:tsclosure of such asseta ’eo ﬂaose coun-
et hﬂ.es, s

p should appreciate recei‘ving your vims on this mtm as soon as
. possible, If it is your view that the blocked dollar assets of all par=
sons residing in the recipient countries who are not citizems of such
countries should be treated in the same way as the assets of resident
citizens of such countries I feel that the views of the National Advisory
. Council should be secured since such a position constitutes a substantial
- change in ffis Council's recommendation. On the eother hand, if you com-
- sider that the recommendation shedld apply to the blogked dnlla.r assets
of citizens of one recipient, country whe reside in a.second reaipiant
country it is our view that aot.ian might be taken without furthey refer-
. ence to the Council. In such cases, we think that the assistance by this
Gavqment ghould be romdered ‘be ‘hho country of citizenship. ]

Very truly youra-, |

Frank A. Southard, Jr. -
Biractor, Office of International F.Lﬁﬁ;ne

MI‘. Willard Le ﬂwl'p

‘Assistant Secretary for Econom'le M‘faurs

Depar'tmmt of State i B
a&hing‘l’ﬂn, Bo CQ R ¥ ) : ;--

~ cc: Awnold, }M.Schwartz, Helsep, Gauir'bz, Javis, McHugh, Rains, Pollak,
_ Amderscn, Allan, and Shmn‘(OAP)

AR, 2 s KRRROY- VSOV Y <R VTR 1207 S P N
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Washington

My dear ¥r. Souﬁhud:

s Re,fmnae is made to ,yoar mm of April 22, 1948 mmemina
the National Advisory Council's recommendation in its Document; no.
580 of January li, 1948, as it affects the blocked assets in the
' United States of persons residing in’ raeipiont countﬂec who mty

not have been aitizama of such gonntriea. . )

; fhis Depart-nant ia of the gpinion tha."b the. mcm&rﬂaﬁen of
~ ‘the National Advisory Couxeil should apply to the blocked dollar -
‘assete of citlzens of one recipimnt country who reside in a sacom
‘recipient ecountyy. Assistance by this Govermment to the country of
" eitizenship appears to be consistent with the ebjectives of the
program outlined by the National Adv;nsory Council, With rospeet
to the blocked assets of citizens of non-recipient countries who
reside in recipient conn‘hries, jbhia Deparmem; hns na objeetion to
the Treasu:v ﬁepar’cment's peaiﬁ.on. Tl

. Willard L. Thorp
~ Assigtant Secretary
for Econmomic Affairs

c - t L~

Yr. Frapk &, Sou'hhard, drey .
Dmctor, Office of Intemational Pinance,
. Treasury Department.

‘cc: Arnold, M, Schwartz, Nelson, Gewlrtz, Davis, M@Hugh, Bains, Pollak,
Anderson, Allcn, and Sham (OAP)
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@ COPY OF LETTER SENT TO (3
JOHN W. SNYDER, SECRETARY OF THE TkJ«SURY
BY W. RANDOLPH BURGESS

April 8, 1948

Dear Mr, Seéretar&:

Now that the Porelgn Assistance Act of 1948 has become law and
broad policies determined, itvseems to me and some others with wﬁom I have
discussed the matter that the way has been opened for a more effective and
practicable method of bringing about the utilization in the Europeanr
Recovery Program of the assets in this country of foreign nationals which .
are now blocked,

The Foreign Assistance Act requires each participating country to
enter into an agreement with this country as a condition of partioipation.
The Congress has decided that agreement should includé an undertaking
by'each country as far as practicable to locate and make use of the funds of
its nationals in this country, The Senate report on the bill appears to
indicate that this refers to funds now blocked,

We all recognize that’ the present plan embodied in Executive Order
8389 has tertain serious defects both as to its ineffectiveness in bringing
out the money, and its violation of certain aspects of the rights of private
p_ropez'tyl

This subject has, I know, been considered at length by the Treasury
and by the National Advisory Council, but it seems to us the passage of the
Act puts a new face on the matter and opens the way to consideration of new

plans,

One plan that you have considered is an offe}ing‘to foreign nationals,
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April 8, 1948

of bonds of the International Bank, and this has been rejected for reasons I

understand,

M:- associates and I have, therefore, been canvassing other means

which might be effective in attracting foreign funds into use, and so saving

the American taxpayer without any breach of principle,

Some precedent for a

procedure is to be found in the loan which the R.,F,C, made to England,

collateraled by the property of British nationals,

A Proposed Plan

Under the Foreign Assistance Act the Export=Import Bank is authorized

to lend one billion dollars to participating countries,

I wish to suggest a

means by which this loan might be partly secured by collateral turned in by

foreign nationals having assets now in blocked accournt,

dure to this end would be as féllows:

(1)

The suggested proce=

That the foreign government concerned offer its nationals

heving funds here amnesty from taxation or legal prosecution if they will,

first, liquidate twenty-five per cent of their blocked assets and remit that

amount, through an appropriate agent, to the foreign government; and, second,

lend the balance of the assets to their government, to be pledged with the

ExporteImport Bank as collateral for a loan to their country,

(2) The country concerned would undertake first to return the

collateral Yo its national when that country will have repaid its loan from the

Export-Import Bank; and second, would undertake at any time during the duration

of the loan, on request of the individual, to take over the collateral and give

the national the market value of the collateral in loeal currency of the country

wt the rate of exchange prevailing at that time,

Whether the collateral should
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.6 John W, Snyder April 8, 1948

-5-

then be liquidated or left pledged is a matter to be determined between the
country concerned and the Export-Import Bank,

It seems to me possible to carry through this arrangement without
revealing the identity of the national whose assets are pledged in this fashion,
and I know of no reason why the arrangement could not be héndled through the
Export=-Import Bank, It would have the advantages of making immediately available
in cash 25% of blocked assets tendered, and of giving the Export=-Import Bank a
certain amount of collateral back of loans which it is authorized to make under
the Foreign Assistance Act,

We have discussed this plan with a number of Europeans, and believe it
is sufficien%ly attractive to bring about a considerable tendering of blocked
assets, The plan would offer an inducement to the holder of blocked funds to
adhere for (1) he could maintain his claim to dollars; (2) he could convert into
local currency at any time he felt the rate to be favorable; and (3)‘he would not
have to disclose to his government the dollar assets held in the United States,

Since this plan would rest on voluntary compliance instead of force it
would avoid the difficulty of the United States acting as policeman and would avoid
the violation.of principfles of the protection of private property rights,

I have reviewed this proposal with Allan Sproul and a number of bankers
here and find substantial concurrence, Some of our peoﬁle who have reviewed the
techniques involvéd are of course available for further discussion,

Sincerely yours,

Honorable John W, Snyder
Secretary of the Treasury (Signed) V. RANDOLPH BURGESS
Weshington, D, C,
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FOREIGN FUNDS WITHIN THE UNITED STATES.

Objectives and Obligations
as to use of still blocked
funds in the United States

There are two objectives or obligations, one is to release
funds only under some system which will give reasonable assurances
that the funds released are not 1n fact Nazi-owned. The second ob-
jective 1is to release the sald funds only under some assurances
that thelr use will be a reasonable one under the obligations im-
posed by Section 15-4 of the Economlc Cooperation Act.

Present Plans |
of Treasury

The Treasury plans to accomplish both objectives and ob-

ligations by:

(1) continuing License 95, thus releasing any amounts
certified, and thus receiving assurances from the
foreign government involved that the funds are not
Nazl; that they have been subjected to exchange regu-
lations;

(2) by taking a census and transmitting the information
on that census to each respective country concerning
the accounts there appearing to be of nationals of
that country. The Treasury will take no supervision
over what is done with this information.

Presumably each country will hunt up the persons of whom

it has no record and take what 1t may consider appropriate action

with resulting Jjudgments. Some of these persons may be in a
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2.
position to defend:any action taken in our courts. Others will
be outside of the Jurisdiction and it is not unreasonable to |
suppose that many suits, inJunctions, adverse claims, and the
1ike; will result. Whatever may be the outcome, delay, confusion
and litigation expense will precede the ultimate receipt by

these foreign governments of any substantial amounts.

As to Switzerland

This represents a special problem involving cross-licensing,
the difficulties of operating under 1ts own laws as to secrecy
of information and special problems, are likely to arise. As to
this the Treasury anticipates the vesting of all Droperty of
Switzerland not properly identified as property of either the
nationals of Switzerland solely, or the nationals of any partic-
ular named country. Thus the Treasury plans to vest property
of a neutral country without any full knowledge as to beneficial
interest.

An alternate plan, which as willl be shown can be operated
with the Treasury's Plan, is as follows:

Any particular country will make an offer to its citizens
similar to the offer now outstanding. Using France as an example,
it will offer Immunity to any person holding dollar account
provided 1t has assurances he has directed the payment of 1/4
of this account into a special fund of a named depository for
the foreign govermment and has hypothecated his remaining 3/4

for a loan £o be made forthwith.
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