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January 22, 1952

- Honorable John W. Snyder
Secretary of the Treasury
' Treasury Department
Washington 25, b, ¢c.

Dear Mr Snyderﬂ

Reference is made to my letter oP August SO 1950 w;th :
which was enclosed a copy of my letter to Mr. Wlllard L. Thorp, -~
Agsistant Secretary for Economic Affairs, Department of State,
with regard to the intention of the: Department of Justice to..
take .steps to vest those remaining blocked assets which fell

“within the scope of the program described in your letter of

- February 2, 1948 to Senator Vandenberg, then Chairman of the
Senate Eorelgn Affairs Committee. Reference is-also made to.
the reply of September 11, 1950 from Mr. E. He~Fbley, Act.mo

 Secretary of rpreasury.., ; '

‘ For your 1nformatlon I am enclos;ng a copy of my letter
of January 22, 1952 to Mr. Thorp conesrning the completion of
.the vesting program described in the Snyder-Vandenberg letter -
and the. intention of this Office to take uhblocking action with
respect to all blocked countries which received aid under the

- M&rshall Plan and Swltzerlanﬁ and Llechtensteln.

Very trulj.yours,;

s/ Harold I.'Baynton A
SR ‘ "“t/ Harold I. Baynton
BRSO I Assxstant Attorney General
o : : » Dlrector, Office of. Almen Property

Enclosure
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Jan 2% 19562

Mr. Willard L. Thorp -
Assistant Secretary for Economic Affairs
Department of State

Washington &5, L, C,

Dear Mr. Thorp:

Reference is made to my letter of August 30, 1950 and the
reply of September 29, 1950 of the Acting Assistant Secretary
for Economic Affairs regarding the intention of this Office to
vest those remaining blocked assets which fell within the scope
of the program described in the letter ¢f February 2, 1948 from
Secretary of the Treasury Snyder, as Chairman of the National
Advisory Council, to Senator Vandenberg, then Chairmen of the
Senate Foreign Relatlons Committee.

I wish to advise you that the Office of Alien Property has
completed the vesting program set forth in the Snyder~Vandenberg
letter. All blocked assets held indirectly in the names of fi-
nancial institutions in Switzerland, Liechtenstein and the coun~
tries which received aid under the Marshall Plan have been vested.
In addition, vestlng action has been taken with respect to those
blocked assets held directly in the names of nationals of such
countries in which this Office has reason to believe there was
an enemy interest. The approximate value of the property seized
under this program is $7,500,000,

Having completed the vesting phase of the Snyder~Vandenberg
Program, this Office sees no further need for continuing its
controls over the small residue of blocked property in this coun-
try held directly in the names or for the benefit of residents
of the t en recepient countries and of Switzerland and Liechtenstein.
According to the reports filed with this Office pursuant to Public
Circular No. 39, the value of this directly held blocked property
amognts to approximately $18,000,000. A table which intemizes the
value of the blocked property for each country involved is aftachede

1 should like to call your attention to the fact that the
values set forth in the table are tabulated from the figures re-
ported to this Office by the Amerlcan cqstodlans of the praperty.
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These figures, 1 am advised, are not accurate and from an
examination of the reports, - 1t appears certain that the total
amount of blocked property 1is considerably less than that
given in the table, For example, in connection with some
reports involving bleccked interests in American estates and.
trusts, the reporter, instead of stating the value of the
blocked interest, has given the value of the corpus of the
trust or of the gross,assets of the estate. 4again, in many
cases, the property reported is described as a cause of action

. which the foreign national is asserting against the reporter,
The value placed upon the cause of a ction is presumably the
amount claimed by the repprtee and is undoubtedly far larger
than:the:amount:pf tany:judgnent- swfiich he may obtain. Further,
our examination indicates that 'in many cases the properiy re-
ported is not really blocked, Such reports were probably filed
because of the unfamiliarity of the reporter with the blocking
regulations and the scope of the outstanding general licenses
such as General Licenses No. 42, 94, 95, 97,

Thile we do not definitely know why applications for
unblocking have not been filed in connection with the small
residue of property still blccked, our experience in this fiedd
provides some wxplanations. For example, with respect to in-
terests in estates and trusts, it may be that the interests are
contingent or that the administration of the particular trust
or estate has not proceeded to the point where the persons in-
volved feel -that an application for uhblocking is appropriate.
in other such ecases, the identity of the heirs or the benefici-
aries, particularly in cases involving victims of persecution,
has not been determined. We also have cases involving book-
keeping entries on the books of American companies representing
credits in favor of its foreigg subsidiaries. Unblocking has
not heen requested probably because the American companies have
‘had noitocccasion to change the entries. Further, there are some
reports which involve property which owned by a semi-govern=-
mental agency of a foreign gnvernment which does not expect to .
dispose of the property. 1 refer particularly to certain blocked
stock -of Italian Superpower Corporation, which stock is bene- -
ficially owned by institute de la Ricostruzione Industrielle,
an agency of the Italian Government.

311091



e s aremas S s+

“\e o i . K '
| oo °'%”‘ o T oEcLAssmr.D o Entry _
B SR File F7Cgeq
. S ! Authority 7 fofwswv\m{{
ig;ﬂw NARA Dal‘*l__z_. Box @ 5 o

rerin i 37 D ST

The unblocking action which we intend to take will be

in the form of an amendment to General License No. 53 making
the tten blocked countries which received aid under the Marshall
Plan and Switzerland and Liechtenstein part of the generally
licensed trade area. By amending General License No. 53 in ‘
this fashion, the countries involved will, under General License
No. 53A, no longer be regarded as blocked countries, In addi-
tion, persons now in those countries who on October §, 1945,
were present in such countries or in amy country'whlch is a

" member of the generally licensed trade area will also have
their interests in property in this country unblocked.

After our intended unblocking action, the countries which

will remain blocked will be Germany and Japan, the former enemy
satellite countries (Bulgaria, Hungary, Rumania), the Baltic
countries (Estonia, Latvia, Lithuania), #hd. Poland and Czecho-
slovakia.. The special restrictions of Genersl Kuling No. 1la,
will, of course, continue to apply with respect to the property
of any person resident in the twelve countries involved who is

a citizen of Germany or Japan and who at any time on or since
January 1, 1945 was in any country against which the United States
. declared war. :

Prior to unblocking action with respect to the
countries involved herein, this Office intends to send to the
governments of the ten countries which received aid under the
Marghall Plan copies of the OAP-700 reports which relate:to
residents of their respective countries who are or are presumed
to be citizens of the so-called recipient countries. The trans—

mittal of the copies of the OAP-700 reports will be in accordance

with one of the policies underlying the Marshall Plan to assist
recipient countries in locating and congrolling dollar assets’
of their nationals hidden in the United States. The govermments
~of the recipient countries as well as Switzerland and Liechten--
stein, will be advised of the intended unblocklng~act¢on of the
Office, of Allen Property.

This Offlce feels that:*xth the completxon of the vesting
program and upon the transmittal of the §AP-700 reports as
~ described above its responsibilities under the Snyder-Vandenberg
Program will have been effectively ahd completely discharged.
It therefore desires to take the unblocking action described
above in the immeédiate future.
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If the Department of State &s aware of any factors
in our foreignrelations which make it urwise to unblock
‘at this time any or all of the twelve countries concerned,
I would appreciate being advised as soon as possible.

Very truly yours,
. 's/ Harold Il Baynton
t/ Harold I. Baynton.

Assistant attorney General }
Director, Office of Alien Property

\‘Attachment
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CITIZEN——HESIDENTS OF
. RECIPIENT COUNTRIES

NON-CITIZEN-~KESIDENTS OF
RECIPIENT COUNTRIES
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 Bovember 30, 1950

The Legal Adviser
Eepartmat of State
Washington 25, D. Ce

i
\

ﬂefsmme is made to your letter date& October 2@, 1950 concerning

i the unbleck:mg of pmparty ownad by persecutees residing in Bulgaria,

Hungary, and Rumania. Enclosed in your letter was a copy of a letter
dated June 26, 1950 from Seymour J. Rubin, representing the American.
Jewigh ﬁamit.tee, in which Mr. Rubin suggested that certain steps be
taken to ensure that property of persecutees still resident in Bulgaria,

. Hungary, and Rumanis does mot fall into the bands of the governments of
- those countries. TYou state that it is the opinion of your Department
- that it is in the national intereat for this Office to.deay unblocking

applications based upon powers of attorney executed by persecuitees re-

“slding in the eauntrm mntianed abow in favor of afficials or agenci.es
: ‘oi’ these cmmtries. . _

| You are aﬁvised that this Office is prepmd m dany, and has already

~ adopted the policy of denying, such unblocking applications. In general,
it is our poliey to issue licenses with respect to property owned by

persscutees when it is clearly established that payment is to be made to

. persons outside the satellite connt‘_riea provided such perseons are in no
 way connected with the govermments of such countriess , Further, in those
‘cases the licenses are. Hmit.ed t-a zmthorise pawment only to such persons.

¥r. Rubin also proposes that, with respect to property of persecutees

_which has already been unblocked but not yet withdrawn, this Office and

your Department join in spprising the Hew York banks that any powers of

. attornsy in favor of officials or agencies of satellite govermments mzy
- be presumed to have been obtained under duressi Your Department makes

no recomsendations with respect to this proposal of Hr. Rubin because it
is believed that few, if any, accounts are in this e&tegory. You request
information on- the subject and our views on the des:.mbility of an ap-

_:,{p;emh to the ﬂaw ‘Eark bank:s in this matwr.


http:pre81U1.l.ed
http:aentioD.ed

T i o b

REPRODUCEDATTHENAT‘O‘ ‘\LA FOHIVES J R T e H(J l % ‘
e AT T AT L A . \

LT -

DcCLAQ81FIED , Ent

h e : ry
m“aow.émzéw J Flle ,FPC Gen.

I‘ “f-m(...}_f‘fﬁtu 213[ ’5 : ;‘ Box ; ;\OT;SMN\PN{‘ ‘

- 2a

This Office shares your view that there is probably very little
unblocked persecutee property which has not yet been withdrawn and
placed at the disposal of the satellite countries involved. It would
therefore appear that Mr. Rubin's proposal would have little or no
practical effect. Further, even if it were assumed that such property
'has not been withdrawn, this Office is of the opimion that there are . -
sericus legal and policy considerations involved in taking the step
proposed by Mr. Rubin. If you wish, representatives of this Office
will be glad to meet with rapresent.atives of your Department at a
mutually conveniant 'bime o explore these consiﬁeratiana.

Very truly yours 3

/ﬁﬂf oj A A m

Eamld I. Baynton
Asaistant Atto y fGeneral
Director, Office qf ) i Property

311096
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Rubln and Schwartz
Attorneys at Law:

1822 Jefferson Place, N.W.
Washington 6, D.C.

1

June 26, 1950,

MI’. Adrim s‘. FiShar
The Legal Adviser
Department of -State
Washington, D. C.

Dear Mr. Fisher:

I write in connection with the problem of the un-
blocking of property, varticularly of persecutees resi-.‘

dent in Roumania, Bulgarla and Hungary.

The assets of such persons are at present blocked =
pursuant to corders 1ssued originally by the United States
Treasury Department and since continued 1ln effect. Pur-
suant to long standing administrative policies which have
since been confirmed by the Congress, the United States
has, however, umblocked from time to time and upon pre-
sentation of a properly documented power of attorney the
asseta of religious, racial or politleal persecutees.

As 1s quite obvious, the American Jewish Committee,
on whose behalf I write, heartily endorses and supports
the commeridable pollicy of the United States 1in glving
every aid and assistance to those who were in fact the
enemles of the real enemies of the United States. Never-
theless, it has come to our attention that powers of

" attorney. which ' are glven by perseciutees still resident

in Iron Curtein countries, in almost all cases, are given

under duress. Particularly 1s this so in the situation
in which the resident of the Iron Curtain country gives .
a power of attorney in favor of the consulate, national
bank or other governmental offliclal or agency of that
country. In such cases, 1t 1s quite clear that the owner
of the assets in the United States in reallity derives.

" 1ittle or no benefit from the unblocking of his property.

The assets in fact are taken over by his government and
compénsation, if any, 1s pald in local currency at an
entirely unrealistie rate of exchange.

Undar theae clrcumstances, the Amarican Jawish
Committee has been in touch with the Office of Allen
Property of the Department of Justice and has recelived:
certain assurances that powers of attorney granted by

. persons

¥ g
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'pergona st1ll resident in the Iron Curtain countfies

and running in favor of the consulates, national banks

or other governmental agencles or officials will be
carefully s@rutinized and that unblocking applications
based on such powers will be rejected. There is, how-
aver, some element of uncertainty in this picture. In

the first place, the rejection of such a power of attorney

by the 0fflce of Alien Property may raise legal compli-

cations, unless such action 1s supported by the Depart-

ment of 3tate. In the second place, situations undoubtedly

exist in whieh properties have been unblocked pursuant to
such powers of attorney and in which the banks still
retain the assets in question but are unﬁer constant
prassurs to pay thenm out.

. It is our considered view that 1t would be extremely
helpful 4f the Department of State were offleclally to
apprise the Department of Justics, and through 1t, the
New York banks of the fact that at present therse exists

- 8 strong presumption to the following effect: that any

power of attorney issued by a political, racial or reli-
glous persecutes resident in Roumania, Bulgari& or Hungary -

" . .which runs in favor of an American consulate of those

couritries or of their national banks or any other govern-
mental offlelals or agencies has been cbtalned under duress
and against the will of the signer of the powsr of attorney.

The presumption, of course, should not apply in csses where

it 18 clear that a power of attorney has been smuggled

out of the country and is in the hands of a responsible
person not subject to the pressure of the Iron Curtain
countries. Equally obvious, no change should taks place
in the procedure presently in effect for the unblocking

of assets in the United States of persecutees who are
physically outside of Houmania, Hungary and Bulgaria.

To the extent posslble the declaration of policy embodled
in the above stated presumption -should be msade retroactiva.

On behalfl of tha American Jéwish Committee, I am

Sincerely yours,

 Seymour J. Rubin

s
&

NP SN e e empemiaie s 3 s rs s o o i s e P8

311098



- cooow oo RG]

R&Twww [ DRGLASSIFED - Entry ETC Ge :
L ‘ ' 1File covtesynien(C |

;’k‘.}ﬁ‘ldf\x} —
i,/' e 1 }
” %15‘;32") ““v**D""L"'" . Box 22
- O LA s 1em
Harold I. Baynton, Assistant Mt.omef Oeneral Octobver 18, 1950

M rector, Office of Alien Pmperby

Henry G, Hilken -

Chief, Operstions Branch

Disposition of assets of foreign compsnies in which there
are 35% to 50% enemy stock interests

Bp to the present time this Office has not taken any asction
with respect to the property in this country of corporstions or other
business organisstions organised under the laws of foreign non-onemy
countries in which the enemy participetion runs between 25% and 50%.
The cases falling in this category have boen held in abeyance pending

.8 policy decision as to the appropriste disposition thereof. It is my
opinion that the time has now arrived when this Office can and should
nmake & deeisien with respsct to these cases,

¥hen, after the cessation of hostilities, the certificati@n
agreements were worked out with the {riendly foreign governments with
respeect to the assets in this country of their nstionals, such agree-
nents provided that the foreign governments might certify the assets
~ in this country of cempanies organiged under their laws where the '
eneny participation in sueh companies was less tham 25%, and after
the certification procedure was terminated, this Office, continuing
the same standard, has entertained applications for unblocking, snd
~ has unbloceed, the sosets of such companies where the holders of more
than 75% of the stock were themselves eligible for unblocking and the
company was not otherwise enemy controlled, At the other extreme,
the Office hes consistently refused to unblock assets of such come
penies where the enemy interest was 50% or higher end has in meny
such cases vested their assets, As you know, in the Brussels Agreement
the intsrest of this government in at least the ensmy portion of the
assets of such companies is recognised and the ssme is true of the
recently nggotiasted Swiss agrecment im the so-called "participation®
cases, -

There has thuo been left the category of cases descridved
sbove wherein the enemy interest renges between 25% and SO%. It is oy
opinion thst the property in this country of such companiss, where there

-~ 18 no evidence of their scting for or on behalf of the enemy or enemy
- pontrol, should be unblocked., This is consistent with the position
which this geverment took both in the Brussels snd Swiss agreementa.
.Such enemy interest as does exist in these companies should be dealt
with by the povernment of the country in which they are organized.

. Further, ags you know, under Section 32 of the Act, property
of corporations or other business organizations organized under the
laws of foreign non-enemy countries is subject to retum if such
corporations are not enemy controlled and the snemy interest therein

-

57i£}jbﬂb£1£i£l>~v


http:extre.me
http:unblock1.ns

‘;’“REE’RO‘DJC;DN‘AT%E;&;MV\Ll;”—r‘vr;‘h\i - e , @;\‘ RG _I')}]
, B ‘ -+ DECLASSIFIED | - Entry
e
i
}
{

.’2\-

is less then SOY. Accordingly, the assets of such compenies shich :
sre vested by the Office would be returned in the abeence of evidenss of
encmy control or other factors which would make applicable the s0-
called "naticnsl interest® clause of Section 32, - Fipally, I believe
it necessary at this time to dispose of cases of this type in view of
the program to vest assets remaining blocked. Since applicstions have
been filed in most, 1f not all, of these 25-50% caces, it would not be
appropriaste to vest on the preeumption of ezwmy ewnership and the
cases should be decided on their merits., -

. Aceordingly, I recommend that we unblock all the assets of
operating cormpanies orgenised under the laws of non-enemy countries
in which the enemy participation is less than 50%, the other participa-
tions are sll eligible for unbloeking under our usual standards end
“there 18 no evidance of actinp for or on behalf of the eneny or enemy
control.

It shauld e noted, of ccurse, that I am raferring in this
memor zndum only to epersting companies of the useal type. Assets of
fanily and personel holding end investment companies should continue
%o be treated as in the past, i.e. consider for vesting that portion
of the assets related to the percentage of enemy steck imterest in the
holding compeny even thongh such enemy interest is less thsn 25%. :
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.TO:

_Donald ‘Sham, -

uecretarf, ) :
Office of Alien Property

ﬁenry G, Hilken, Chief
Operations Branch

A Since ﬁhe letter of August 30,
1950, referred to in the attached
letter from,State, originated in your

‘Branch, we are referring the incoming

1etter of Seéptember 29, 1950 to you,

John J. McDonnell
Acting Secreta.ry

s
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THE SECRETARY OF STATE
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In reply refer to : S |
MN September 29, 1dHO GCT Q
My dear Mr. Baynton: L | / NOY & 1950 i 3’1; ?

Reference is made to your letter of August 30, 1950 'fééf'
announcing the intention of the 0ffice of Alien Property to ;
vest those remaining blocked assets which fall within the : ‘ .
scope of the program described in the letter of February 2, ‘ ‘
1948 friom the Secretary of the Treasury, as Chairman of the
National Advisory Council, to Senator Vandemberg, then Chairman:
of the Senate Foreign Relations Camittee.

I wish to advise you that the Department of State con-
curs in your proposed action which contemplates, as further o 3
implementation of the program as agreed upon in the National - R
Advisory Council (l) ‘the taking of a new census of blocked assets, ’ o
and (2) consultations with the "recipient countries," or, as
described in your letter, those govermments receiving aid under’
the Marshall Plan. In this connection, I assume that there will
‘be excluded fram such program the assets of Rumania, Bulgaria,
Hungary, Poland, Czechoslovakia, Finland and the three Baltic
States, Estonia, Latvia and Lithuania

I understand that by his letter of September 11 » 1950 ’ ' !
the Acting Secretary of the Treasury has informed you why the :
Treasury Department considers your proposed action to be desirable .
at this time. The Department of State is in general-agreement ‘
with such views, and suggests thdat in addition to the 'recipient
countries,”" you bring the proposed vesting action to the attention :
.of the countries that may be affected to ascertain whether they have |
any cages that might be appropriate for llcensmg.

Sincere}y yours,

* John E. O'Gara ' |
Acting Assistant Secretary for Econcmic Affairs i

The Honorable
Harold L. Baynton, ’ :
Assistant Attorney General »
Director s Office of Alien Property.

Rsoeived :
Sepretary's 0ffice.
‘ %
{
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Operations Branch
Leon R. Brooks, Chief
Foreign Funds Section
- Future Program with respect
'to Bloeknd Property

The purpoae of this mamorandum is to aet farth a prcgram which. in my
opinion, should be adopted with respect to assets which are still blocked under
Executive Order 8389, as mmended. The blocked countries will be divided into

. four grOups and a program will be reccmmended for each groupe

 I. ‘Recipient Ceun%riéé; Switzerland
and Liechtenstein

Tha Department of Juatice Press Relaaso of Septembar 29, 19&8 an=-
nouncing the transfer of juriadiction over blocked property from the Treasury
Department to the Department of Justice, pursuant to Executive Order 9989, stated
that such transfer was "a further step in the ordarly liquidation of war-time
controls over blocked property in the shortest possible time compatible with the
policy of eliminating enemy interests in our economy, and in the program of as-
sisting, as far-as possible, in the succesaful recovery of the foreign countries

‘participating in the European Recovery Program by aiding them to marshal the
United States assets of their nationals”.. )
« The Press Release also pointed out that "the reasons for the transfer
and the governmental policy with respect to the further administration and dis-
position of blocked assets have been stated in detall in a letter from Secretary
of the Treasury John W« Snyder to Senator Arthur H. Vandemberg, Chairman of the

Senate Foreign Affairs committee, dated February 2, 1948, which was made public
<at that time".

: The Snyder letter set forth a program.to be carriad out by the Depart=~
ment of Justice with respect to (a) directly held blocked assets of citizen
rosidents of recipient countries and (b} blocked assets in Swiss and Liechten-
stein accounts and assets held indirectly through recipient countries. Part (a)
of this program is currently being carried out. No plansg, however, have yet been

made with respect to implementing Part (b) which sets forth the following
measures to ba taksn by %

*To deal with 1ndireot1y~held assets by a vesting program
with respect to accounts which remain urcertified after the dead-
line daté. Processing of uncertifiéd assets in Swise and ‘
Liechtenstein accounts for vesting under applicable law as enemy
property will be started immediately after the receipt of the
census information by the Office of Alien Property. The vesting
program will also be applied to uncertified assets held in-
directly thirough recipient countries where the program described
in (a) above does not result in disclosure to the beneficial

g&*éﬁjijﬁkl}:i“h


http:p06sible.ln

T A S
L ? <

BT e | J)ﬂ

: REPRODUCED AT ma NATIOH At A GrIVES ;

\ " DECLASSIFIED
Ay

X i % Gen.
Hority lle ~ Ccf@f’ estand e ¢

AWDR123 JF -
| '1}3‘?;&}}\:@:« ai°1_._——.z VJBOX 7'9

. owmer's guvarnment (eege, Frenoh aasets held through the

‘Netherlands)e. In the absence of definite evidence of non-
enemy ownership, full weight will be given to the presump-

tion of enemy ownership arising from the fallure to cbtain
certifiocation. Fvidence of non-enemy ownership or interest
offered either before or after vesting will be checked in
‘aocordence with the usual investigative procedures of the

. Officé of Alien Property. These procedures involve disclosure:
to the governments of the countries of which persons claiming

" legal or beneficial interesta are residents. Of course, any
vested assets which are proved to be non-enemy may be returned
under existing law applicable 40 the return of vested property.

1 also think the abnva vesting program, if adopted, should cover dirsct-

1y held assets of citizen residents of recipient countries in those cases where,.

for one reason. or another, no aypiication for unblocking has been filed. Vest-

dng action in this type of case should be taken enly after eppropriate consulta~

tion with the interested recipient aeuntry. The implementation of this program
will require the" following action:

1. A new census of those blocked assets eoming within the veating
program will have to be taken.* Because of the extenslon of the certification
procedure under General license No. 95 until December 31, 1948, the TFR=600
reports plus the fourth copies camnot be used as a basis for tha vesting program.
As you know, the fourth copies did not have to be submitted to the Office with
respeot to property unblocked, by csrtification or otherwise, subsequent to
October 1, 1948. : . . ,

The guestion of taking a new census was diacuased by us with the Foreign
Exchange Committee in New York just prior to the transfer of jurlsdletion. At
that time, we were advised by the representatives of the banking institutions

.%hat they had no objection to a new densus.  In fact, it was indicated to us that

the banks would prefer a new census rather than be required to submit current

_reports of property unblocked either by way of certificatian or by special or

general licensa.

. 2. VWhen the details of a new census are worked out, & public snnounce-
ment should be made fixing a date when vesting action by this Office will begin.
with respect to assets not unblocked. This date will presumably be fixed ap--
proximately aé of the time for the bar date for the receipt of the new census
reports. Direct applications for. unblocking should be invited during this
period. ‘ o ' , I « ‘

If the vesting program is initiated. a decision will have to be made

" with respect to the disposition to be made of applications for unblocking that ,

* The exact Torm and detail of the new Census repart will depend upon the type
of vesting order to be issued. In the interest of simplicity and spaed in
getting the vesting orders out, I recommend a limited "all property® vesting
order.

‘gwﬂ“f511104¥
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are pending a8 of the bar dats for vwsting and g8 to whether new applications
for unblocking should be acoeopted after the bar dete. 1 think that we must
continus to process pending applications and that we should accept. applica~
tions filed subséquent to the bar date in thoge cases where the assets have

" not yet been vested. By refusing to consider pending apylicationa and to ac~

cept new applications, we would only be adding to the admdnistrativo burden of
the Office. since the applicants would presumably be eligible for roturn of

R their property unﬁer ths. preaant return 1egislation.

Another problem is the impact of such s vesting program on our con-
tinued use of the Federal Reserve Benk of New York. A8 I have advised you, ¥r.

 Davis has expressed the opinion that foreign funds work is a dying operation.

He has indicated that his personnel is restless and has no incentive to continue
to do this type of work. ~Furthermore, other Departments of the Federal Reserve
Bank are anxious to obtain the exporienced personnel still employed in foreign
funds work. WMre Davis thinks that if the vesting program is adopted, the

Office uught to discantinue using the Federal Reserve Banlk.

Assuming that the vaating program 18 adopted, I think we should con-
tinue to utilize the Pederal Reéserve Bank at lemét until after the census is
taken and vesting action actually begins. Otherwise, the Foreign Funds Section.
understaffed as it is, might rdot be able to handle the large number of ‘
inquiries and applications that would probably come in after a public anpounce= .
ment is made of the vesting program. . -

1I. Baltic and Satellite countries
which‘were,formsr snemies

: Because of politioal reasons and until the “tats Department takes some
action in the matter, no program cen be made with respect to Ealtic (Lithuanis,
Latvia and Estonia) assets or with respect to assets of the satellite countrises
which were former énemies (Rumania, Hungary and Bulgaria) These assets will
have to remain blooked. *

II1. Finland, Pol&nd and Czechoslovakia

With respect to these countries, the latest available figures indicate
that their blocked assets amount to approximately $4,500,000. Mrs. Henderson
advises me that there are no known enemy business enterprises in those countries.
In view of the &mall amount of blocked assets and the information Mrs. Henderson

‘has given me, I think thet the amount of enemy property that might come to light

with respect to these blocked assets would be trivial. Accordingly, it is my
opinion that these three countries should be unblocked in the same manner that

Yugoslavia was unblocked. General License No. 53 would have to bs amendsd by

- including Finland, Poland and Czechoslovakia in the General Licensed Trade Area.

C . 311105
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- I have been informally advised that the State Department would have no objee-
- tion %06 our taking this action.

Iv. &ef«mny and ‘ Japan A

¥

Blocked assets of these cqﬁntties and jbh'eir nationals will continue to
_..be vested in accordance with t‘hé vesting polioey,

, 1 recommend t}mt immadinte steps be taken to plaoe the abova program
“into operaticn. : ’

~ [Eigned) Teon R. Broocks
‘ L. Bo B, )
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WAy 25 1948

- Doar Mr. Burgess:

I have ymn' let‘ber of Hay 5 and have again revie both

and (2) to assist tm countriag whic» B1e
the Baropean Recovery Program to mobiliZont
their citisens. In operation, tha t%o )
closely linked since the certifycgdiol

dy assets of
2wé of tourse

ipe does mean that
the peison desiring uublocking b st m reveal them to
the appropriate govermment. Thy peclsq msans of carrying out
the certifigation procedure the o of the foreign countries
involved nmay vary from gbunt : ited since this Govermment
has never un‘dart'am 6 ,.aaeribe tm exnct metrmds whinh a

0./ Mg you are doubtlaés avare, the
wly ennounced en &rrangement

gty owners as far as wes consistent

gérvifisation procedure, This Govern-
owldion to the arrangsment since it was
xyppses reforred to above, including thet of
gfests, would be fully carried out.

y 1 basically true that our program dosgs

: conwmplata t. at the blocked assets of citizems of the coun~

tries receiving aid under the European Recovery Program will
be made known to the govormments of the proper countriss on
their request and eventually will be available as & resource
in connectlon with European Recovery.-' In considering the
arrangements which the National Advisory Council

MAY 25 1948 %LW
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has proposed for dealing wi‘th this pre‘nlem we gave : careful

attention to both the legal and the prac'tical factors. While .

‘both have been restmdiad carei\ﬂ.ly in the light; of your obser—

vations, I I still belleve that the arrangements we have advanced o
are the most satisfactory which have been proposed, taking into |
;aceouat a.ll the extremely cmsplicated circzmstancas.

si.ncaraly yem's y

{Blgned) JORS W, SNYDER

SR 55 Wall $t=~eat o
 New York 15, Hew Yez'k
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Istter to Gansram x&sense Ho. 95 cann‘bri.ea )
This Bepsrtmmt is aam'ualy cmcerned with the substantisl nuzmber nt

. bloc}ead a.ccmmm still ta he oart.j ﬁc,d under t.he pmwdnre of Ganaz'al A-
cenge Noe 95. n is appa::eat, of coum, that the camﬁcatim procedure
‘gdnnot be mmmam prolongeds Wo feel that it is therefore recessary
| 0 take ‘soms sotion which ¥l simpiity and ﬁxpe-:ﬁbe t.he qperation of the
) procaﬁura swibhout mjndica to i’w basic purpm, ;'r..a. s the discwexy of

ass.e‘b.s .m wm.ch an emay haa an int.emst. '

Accord:.ngh, we m‘t.ezxd to ismze in the near £uta:w a gansmx Iicam |

: which will hawa the ai‘fect af.‘ unblcckmg wit.hont oerbiﬁcation all acconnts
* under 4&10,900 axeept thaaa in which thera is mamn to believe that an ammy

- has an Mtemﬁ‘b. By t.lain reml uf the ‘bloekmg sontrols over & m!atiml;v
" large mumber cf ac:counts whic.h constitute on inst gni.fieant pmportion of

the total blocked assats, the «owrmants of the ooum;ries 1ncluded in
&en:eral License tioe Qi will be abla t-o plaee £ull ammasia on tha Bore .'m- '
portant pmblsm of inveatigating the’ largssr mnnta. It is mlimd of courale’

2 that soze minor enemy asmta in the United States nay - escape deteetion. It

is our beliaf, hmver, in mieh othar mbaraat-ed agerncies eonour, t.hat a.mr
sach loss vrill be- wtmighe& by the benefits whi ch Wik weme to. this Gavam-
ment and ta ‘aha govermats of the Gomeral Lteme No. 95 mtrias fram th.e

« cencantratim af effort ‘ahich will be p}aced on the more :’mpartmt aecmmts.

id; the sang. time, there will be tmhloeksd under ’shra genem}. ncense f
interests of non-easmius in estates and tmcts cmtod by non-b}.bekaé persons

‘1nwammmummmmeWagmmuynmmwtmammuw&mmﬁg~
: ﬁenaml mmae Hoe 53. sa amnded on January l, 194?, and property T’sid or

. distributed %o nonnemias i‘rom any tm:st or estaba pnrauant to i’mm
licaaa@, The un}ikelihood of thair belng eny eremy intemt._ i.n such m '

- .

311109


http:afitJrtd.ee
http:oe+tif1oati~n(i.llac00l1Q.t8
http:v4l1ch1d.ll
http:9Sconntrt.tJ

T e L o

o agr;éc‘)ouceommanmiojgmmx "‘""’""“ “:".“; “““T" i A . RG .J’ | -
- DcoLA<=31H£0 - Entry '.%l —

i) R e —
B : ile C Gen. |
- m&nw& Dated =5 , BO?( —f"“PS‘W\A ep{

;o : AN : ‘4 . L R . L o - ‘ Co <
- : T . e y ok

; cation. procadam will m—smr pem’x.t the phcdng of amam mphaa:!.s m
? E the wveat:.g&tian m‘: those uSSB‘bS in w‘uch eneny int-exesta mey er.ist. ~
{_ ' Qar mcam actian vhmby dimb osﬂiﬁcatiom my bo :Lsmmd Bith
‘mapectf to aamta hem hy& rsai&nt d:‘ ong ﬁcmml Mcmae Ro. 95 cmm-
try thmgh a dapository in mothar mml Iic@nae Ho. 95 eountry wag

% o ' ) likwise ta}:en with the sane m e:i‘ racmtating opmti.ons under the de-
H; | frcqtin{, "progmm o | ' '

*I‘heaa measure& will not anly ar.mplish tha atatad cbjective of ex~
7 pediting the discovery of enexy aasets but will also substantiany nadzme

" the oroblm with mspect t.o the ulhimat.e (ﬁspasitlon of the umerufiad
maidmm we expech to 1n:{'0m yom Gmmrnmnt in tb& near future cancem—
ing our pzans for rasolving s problam | |
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OF THE EXECUTIVE COMMITTEE .

Degr John;
| .YOur note of April 29 in reply fo mine'of April 3 With respect
.to methods for bringing frozen féréign funés into moré a§tive use is,>I
confess, both surprisiﬁg and disappointing, and seems to miss the pgint of
our letter. A |
My proposal was made only 3Vter a very car@ful study of the

problem, both in this bank and in other instltutlons, and after conferring

with Allan Sproul, who haé had the responsibility for administering foreign

'i ‘ funds control in this market. It was directed tow&rés finding practical

- ways of bringing about the results Whlch I than both you and the Congroas

" have‘had in mind.

The proposals made by»Congressman Keating seem to me beside the

1 o ) voint, as Gongrassman Keatlng's proposﬂls were 1nterpretod in the dlscu5510ﬁs

L to 1nvolve selzure of all aSSGtS hore of foreign nhtlonals. Gertalnly the
1%agectz.on of this amendment does not deprive the Export-Import Bank or
other lending‘agencies of the right 6 reguire collateral for any of its.

'1oanswhereit mey be possible,

As to»the meaning of the final paragramh of your letter, I an &

Q] .
{' . little at sea. Thuse foreign countrlps are now making every effort within

?V . their power to take possaq51on oF the assets of their natLonal w1th con-

-

siderable success. The problem 1s~reach1ng such funds as areynowvbeyond
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e ‘ Dear J ohns
‘ Your‘note‘of Apfil 29 in'fepiy‘to ﬁiﬁé‘of April 8 with féspect
I‘to methoﬂs‘for bfinging_f:ozen foreign funds into more‘active uge is, [
éonfess, botg surprising and dis olntlng, and seems to miss the p01nt of
lour lettéf.ft
My ﬁropQ§al“w§s made only aftef a véry cafeful studylof the
- problem, boﬁh in this bank and in 0ther~institutions,‘and after cénferring
'.With Allaﬁ Sproul, Wﬂ&.has had the responsibilityliof admlnletermng foreign
funds control in this merket. It Qas diréqted towards finding practiecsl
- ways of briﬁging,about tbe results which I thihk both you and the Congress
‘ha?e‘had in mind‘; | | |
The ‘proposals made by Congressman.Keﬁtlng seem to: me beglde the

. point, as Congressman Kea tlng's proposmls were 1nterpremed in the dlSCUSSlOﬁ»

(ue L
~

to involve seizure of all:assets here of foreign nationals. Certainly the
=2 Gt :

rejection of'tbis amendment does not deprive the Ezportmlmpért Bank or
other lenﬂing.agencies of the right td require collateral for any of its
| loans where it mey be possmble. |

, As to the meanlng of the final oeragrauh of Jour lmtt@r I am- .
llttle at see. These foreign countries are now maxing every effort withinv

‘thalr power to take posscssmon of the as&mts of their nationals w1th con~

" siderable success. Thp pvoblem is raach1n~ such funds &as are now beyond
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their reach, and there are two ways of doing -this. One way is to make
an attractive offer to these peonle, Whlch will be reasonable and accept-
able, and the other is for the United States to step in as a policeman

and help foreign countries enforce foreign laws within the United States,

-a surrender of sovereignty.

The latter course: - that is, our adting,as a policeman, would

appear in the opinion of the lawyers I have consultsd to have doubtful

legal ba51s, relying as it does upon the Trading With~the*Enemy Act two

veers after the actual conclusion of war. It involves, also, the highly

dubious business of distorting action originally taken to protect from the

-enemy the nationals of frienmdly countries, to a totally different use, It

 seems to us that if the Treasury persists in following this course it is

likely to encounter grave difficulties in thé courts and to open itself to
the accusation of violating intsrnational understaendings with respect to
private property-—of very graﬁé importence. The proposal ‘to exgropri&te

Swiss assebs 1s a case in point. The eventusl repercussions on the treat-

ment of American property abroad should be carsfully reviewed. It goes

counter to what we have been seeking at Bogota.

We fail to find in the rscent action of CoﬁgreSs any specifiec

"légal basis fof the action now proposed to be taken by the Treasury and

‘Department of Justice.

Under these circumstances it would seem to me that the Government
should first meke every endeavor to reach these funds in ciearly Constitu- -

tional ways, and not violate one of the fundamental principles on which the
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Box 75

" GOPY OF LLTTER SENT TO ; ‘
JOEN . SNYDER, SECRETARY OF THE Thu.aSURY
» BY W, RANDOLPH BURGESS

April 8, 1948

Dear Nr, Seéretary:

Now that the FOreign‘Assistanbe Aet of i948 has}become law and
broad policieé determined,‘it~seems ﬁo me énd some‘éthe}sAwith whom>i,have_
‘discussed tﬂe mat£er that the‘wayAhas‘been~opened for a more effective and
ﬁraéticable gethod‘éf bringing.abouﬁ the’utilization'in the European>‘
Recovery Program of the asséts in this countryﬂéf foreign‘nat}onals‘which A
are now blocked,

Thé Foreign Assiét#nce Act requirés each paftidipating céuntry»té
enter,into an agreement with fhis country as. a conditiog of‘participation.
The'G§§gress has decided thagtégzéément should include an‘undertaking’
by:ééch country as far gs praéti&able totlodaée‘and~make use of the funds of
its naticnglé in this country.; The Senate report .on the Bill appears to
indicate that this refers to'fﬁnas now blocked,

We all recognize: that the present‘ﬁldn embodied. in Executive Order
8389 has certain serlous defects both as to its 1neffectrveness in brlnging
out the money, and ltS v1olat10ﬁ of certaln aspects of the rlghts of private

property,. | R o B

Thzs subject has, I kncw, been considered at length by the Treasury

and by the National Advisory Councll, but it seems to us the passage. of the
, Act puts a new face on the matter and- opens - tha way to consmderatlon of new

plans,

One plan that you have considered is an qffe§ing‘t§ foreign nationals,

311114
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Honorable John /. Snyder : S : - April 8, 1948 ..

of bondé qf&the Interﬁational Baﬁk, and fhis has been rejgcted for'reasons I
uhdarstand; / | »

B kb‘;5560i§tes aﬁd'l have,‘therefore, been;can§éSSing other means
‘which might'be effecgive in atéract;ng fefeign funds into use;‘and so saving
the American taxpayer\witﬁout agy b;eéCh of priﬁciple, Some precedent for a
procedure is to be found in the loan whicﬁ the R,F.C, made to England,

collateraled by the property of Brltlsh natlonals.

A Proposed Plan

ﬁnder the Foreign Assistance Aét the‘EXpoft-Iéport Bank 'is au£horiéed.
~ to lend one billion dollars §o~participat£§g péuntries. I wish to sugée§t a
means by which this loan might be partly secured oy collateral turned in By
foreignfnationals having.asséts now iﬁ blocked éccouﬁ¥. The sﬁgggstéd proce-‘

dure to this end would be as follcws*

(l) That the. foreign government concerned offer its natlonals
having funds here amnesty from taxatlon or legal prosecutlon 1f they-wzll;
first, 11qu1date twenty—fzve per cent of their blocked assets and remit that
amount, through an approprlate agent, to the forelgn government- and, second,
lend the balance of the’ assets to thelr 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 to its natlonal when that country will have repald its 1oan from the
Export-Import Bank~ and second, would undertake at any time during the duratlon
of the 1can, on request of the individual,‘to take over the collateralAand give'
the national the market value of the collateral in loeal currency of the country

et the rate of exchenge prevailing at that ‘time, Whether the collateral should

o  ' o 311115
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then be liqu%dated or leftipledged is a mattér to be détermined between the
couhtry concerned and therxport-Impért Bank,

Ifrseems,to me possihie to carry through this arrangement without
-fevealing ﬁhe ideﬁtiﬁy 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 woula have the advahtagés.of making immediately available
in cash 25% of blocked assets tendered, and qf giving the Export=Import Bank 2
certain amount of collateral back of loéns which it is authorized to make under
the Foreign Assistance Act, .
f We have diScuésgd éhis plan with a numbe r of Europeans, and believe it
is sufficien%ly attr%ctive‘to Bring ébout a cansiderable‘tehéering-of blocked
gssets.- The plan would offer an inducement to the holder of blocked funds to
adhere for (1) he could maintain his gléim to dollars;'(z) he could convert into .
local currency at any time he felt the rate to be favorable; ‘and (S)Hhe'would not
have t§ disclose to*ﬁis government the dollar assets held in the United States,

Siﬁce this plan would‘?est on voluntary compliance instead of force it
would avoid the diffieculty ofvthé United étates écting as policeman and would avgid
the violationAof ﬁfincipﬁles of the protection of private property rights,

I have reviewed this proposal with'Allén Sproﬁi and a number. -of bankers
here and‘figd substantialvconcurrencef Some of our peééle who have reviewed the
techniques involved are 6f'dbﬁrse}§vailablé for further discussién..

- Sincerely yours,

Honorable John W, Snyder , - '
Secretary of the Treasury (Signed) W, RANDOLPH BURGESS . r
Weshington, Ds Cs s

B e
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ENDING OF FREEZING CONTROL - USE OF
- FORETGN FUNDS WITHIN THE UNITED STATES.

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

There are two oEjectives or‘obligations;.one‘is to.release
funds only under.some syStem which will give‘reasonable assuranees
that the funds reléased'areﬁnot in fact Nazi—owned. The second ob-
jective is to release the said funds only under some assurances

that their use will be a reasonable one under the ebligatlons im—

¢

'posed by Section 15-4 of the Economic Cooperation Act.

Present Plans
of Treasurz

‘The Treasury plans to accomplish both objectives and obn

llgatlons by: '

(1) continuing License 95,'thus releaeiné any,amounte
certifled and thus recelving assurances from the
foreign government involved that the funds are not
Nazi;‘that they have been subjected to exchange regu-
lations; | | : ,

- (2) by taking a ceneﬁs and fransmitting 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 supervisionx

over what is done with this information.
'kPresumably each country will hunt up the persons of“whem
it has no record and take what it may consider appropriate action

with resulting Jjudgments. Spme of these persons may be in a

T B by bt ) (s oo,
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. position to defend&any action taken in our courts. Others will

be outside of the Jurisdiction and'itvis not unreasonable to
suppnse‘that many‘suits, injunctions, edverse claims, and‘the
like; willfresult, gWhatever.mayebe the outcome,zdelay,'confnsion
and litigation expense will pnecede the ultimate receipt by

these foreign governments of any substantial amonnts;

As to Switzerland

TVZ;This renresenﬁS’a<specialvproblem involving crqss-licensing,
the difficulties of operating(under’its own laws as to secrecy
of information and special problems, are llkely to arise. As to

this the Treasury anticinates the vestmng of all property 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,ﬁoiﬁest property

of a neutral country Without‘sny full‘knOWledge~as to beneficial

interest.

An alternate plan, which as will be shown can be.operated

wlth the Treasury's Plan, is as follows.

Any partlcular country will make an offer to 1its citisens
31m11ar to the offer now outstanding. Using France as an example,
it will offer immunity to any person holding dollar account
provided it hss assurances he has directed the payment of 1/4

Tof this account into a special fund of a named depository for

the foreign government and has hypothecated his remainlng 3/4

" for a loan to be‘made forthwith.

t!
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This loan can be as an additional fund to those already

established.

To meet Objectives
nentioned above

As to Switzerland, it is~believed that all German property

has been‘éégregated; that Swikzerland is well assured of all prop-
erty>under Swiss names which has German beneficiéi ownership. |
Sﬁitzérland will not accept and transmit under the assuraﬁces
any such acceptance of offer. There is Strohg reason to bélieve
that'Switzerland will cooperate in such a plan; will urge its
banks to recommend acceptance of sﬁch'an'offef.

As to (fof example) a Frenchman living in France who
desires to acceﬁt,the offer andhis bank will certify that he
is free of Nazi taint, if the Frenchman has in fact paid his

‘taxes his govermment is aware of the existence of the foreign

property even thdugh he has not applied for certificétion.v In
such a'éaée the only reason‘he has not applied for certification
iswbécause he is unwilling to take francs. Therefore hé could
apply to his government'(Office d'Exchange) and all of his

property could be used as collateral or so much thereof as 1is

required by his government,'but without redﬁctibn of taxes,

i.e., 25%. The above stheme therefore is reasonable assurance

"to the Treasury that no foreign property has Nazi interest; that

taxes have been paid; there is'immediate availability of 25%

and the discount or loan value of the remaining value of 75%.
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As to the Bank
| The banks holding ‘this property will recelve directions

from their own customers avolding double claims for liability

and the like. They will do their own liquidating‘aﬁd payment

andvif}desired»will hold the collateral or ﬁill deposit the same;
‘Tﬁis voluntafy offer, therefore; would differ only from -

the present offer in France by permitting thevholder of dellar

securities to (a) keep his funds in dollar securities; (b) hypetﬁe—

cate them at once for the immediate availability of dollar ex-

change to Ffance. Under present Licence 95 he must give?ail of

his property but has the full value immeﬂiately in francs.

| | It is believed and honed that such’ an offer will alleviate

the present diffiqultles amounting to an impasse.

'Non-Liquidatable
Vaglues

The problem of non-liquidatable property is less severe
‘under the alternate proposal than under the present, since the
‘ offer contemplates the continuation in dollars, with perhaps
a promlse to pay the capital levy tex. - In any event, the

problem is certainlyeno more severe.

The above was written on specific poﬁnts, the general

situation is more fully explained in the attached memorandum.

May 7/48;
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§ L Since the imeptim of freezing control, the purpeaes to

; vhich it bas been put, have varied with ahaaging world conditions,
The contimuation of t)m technique of freezing - mobilimation of progerty
exoept under ligense - has perved somewhat to givs 6 false sense of
continuing of objective, It is unnecessary to cousider the course of
the various ideas to the consummation of whish freesing comtrol has bsen
lent; it ia only necessary to ¢onsider the praaent prcpaaad plans

” ‘~'At ‘the present time thare are roughly tm plana both of vhich
und the Europeen Recovery Program, One is exsmplified in
.of -Beoretary Snyder as Chalrman of the Hational Advisory Gauneil

Pa,an Bi.ll‘ ooncbming tlie obligation of partia:!.pating henénciary eeuntriee
fito lacate and contral‘ the asseta of thelr ci‘timna within the Unibad '
&tatea. . S : : -

A »s-‘to thia httar, vnriaua schenss were prOposad far aui.z:lng
all fomigs preporty, nqumnmg it, and depositing the prooeeds in the
Treasury as a first payment, or paymentecneaccount of the Marshall Plan,
Kany objections were raised to this promdure and it is certain that the
exscutive departments ere against it, As the matter now stands foreign

- countries will "locate and sontrol' to the extent "practical’ end this

-dollar velus will met be peid to the United States, but will be for the
bensfit of the countries involved., If this money is used in the proper
manner it will, of course, reduce the cost of the Marshall Plan and i
altogsther a more .sensible appreaoh mtm aome other system w:mld be
botter is ‘now u'relairént ,

it e mona

L

: sonant’ We. may expect thatthebillincwgreaa willin '
operation mea.n na; m-o. than the Gecretary's letter,

: ' 'fhn baat mangament within thie fremework is now. smght. The
assets of the Iron Gurtain wuntriaa rived not concern us st the moment -
they will remein blooked, - Russian funds are operating under a gensral
license, i.,e., general 1icense was 1ssued very shortly after Germany at-
tacked Russia,  The assets of both of these emmtﬂna are’ atm m the
realm of interaat&ml relatim. ,

: sm ths eml of the War, or more aecnrately since the dat.a

when esch now-participating countyy was liberated, essh country has scught

to obtain control over the assets of ite citisans, The general poverty of
the countries, and paﬂicularly the amall amount of dollar emchange availe
able had caused. then to expand these efforte into e nationsl policy. The

United States has so far not sctively sseisted, . Now it plane to do so.

In its present form the plan is for s census to be taken as of Jume 1, 1948

and g1l acoounts blocked as French (France will be used as an exauple for

all- ecnntrias amilarly situatod) to be given to the French Government by
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ams -wﬁ w:tth other da‘bails to. identify the aecount, itz location anﬂ
amnt ‘and mm natianal inwrsat therein, -

’ " Ho effort will be made to hand over the aceount, It will we-
( 13{ nmin blocked, What exact steps the foreign government will thereafter
‘ . itake st41l remain to be seen, It 1s lnown that wost of the foreign countries
e - have exchangs decrees under which their netionals were presumed to have re-
e ‘gistered these accounts, Froquently thoy paid & tex and in case there are
' - ‘back taxes due, these as woll, They then received losal errrency in return
- ‘for the foreign apgeount, On receipt of the census information questicne
gugt immedistely erise in regard to pereons whom the foreign country cannot
«£ind within its bordera, ‘perscns who may commmnicste with banks domanding the
funds be not handod avar.- ﬁanmwm and sdverse ela.tms ere 8 most likely

Furthamm 'I'.m is a feetor, B;r tha tize the cansus be ta,lmn, . ,

;smperly tahulatad, ‘treusmitted to the foreign government, the foreign govern-
,ment hag gearched for its own nstionals, perhaps instituted eivil or erimingl -
~ procae&ings against them, secured asgignments or entered judgments, a long
time will have elapséd, At best the system is olumsy, many of the decisions
wm ultimately bave to be decided by courts-end dsley and loss of valus will
¢ensue, The immediate question then is whet bettesr system can be. instituted?
=4 better system would cbviously be ons in which the avaﬂ:lahilit.y of value can
o ‘be obtsined prmptlx, aLse with a minimum of doubls claims for liability to

’t.lw holders of the property. 48 to foreign countries which msed the monsy,
yand gartieuhmly ths dalhu' exchange, it is believed that they would ba very
bappy to concur in any system which would give them an immediste use, From
he standpoint of the holding banks in the United Stetes, & voluntary arrange-
mont with the fmign ae” : :tf.m' would saaiat greatly in avaid;l.ug auita of ad-
. Verse ehima. - - y

v ' ‘fhs situatinn S.n‘ r&gar& to &witmrland mat niot be wariook@&

; : -Tho sssumytion on which our Government will operate; that all uncertified

‘ . .~ _Buiss mccounts ors.indesd Nesi,® is practically’ ‘without eny foundation,

’ 8w1tm:'1and has long since segregated the Cermen aecounta. Switserlsnd
imowe (f.e., the banks in Switzerland) who has & bensficial interest in many,
if not most, ‘of the accounts, these being the French end the like, but it .
~will not give up that infmtion. If, however; a system were aufﬁcmntly
" attractive to ths beneficiel owners so that they would voluntarily agme,

8 hrge part. of this difﬁaulty would also be overaome,

'fhe nattwr doss not need to be now & quasticn of 1egialat:lon,

_ sinse the State Departuent 1s authorized to make sgreements with the foreign
. partieipating countriep for the use to the extént’ praotimble, the balanoces
of the "sitizens® or “nntionalu". /Estimates of the amount of the proper-
ties for each country are availsble but: vary wiﬁely. At least, however,
minimma can bs anamd as to each. , .

' | Tho following atapa have therefore been sugaastad a8 a plan. to
'!}e m&a as an ugmm:tfz tween. ﬁlm United States and each particular
country, erms of each | 8 'afi'oota msst& 1n the -

311122
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j - The United States Government w;ill take g census of all of
tha.:;‘pmperty 8till blocked as the pramrty of & national of any Europsen
country - this will include those behind the Ircm Curtain, ss well as .

v;,;ath@aw. The information on thie census will not be given to the

gn countries but will be tebulated by an appropriate sgency of our

rnment and the gross amounte statistically arranged under appropriata

lings, will be suppliad to the foreign gcvarnmnt a8

Dewand Deposits
Domestio Securities
irusts, ete.

‘The fmign count:ry will agree that any persan owning proparty here m
-gdvise, within a brief period of time, theholder of the property to ,
deal with praperty as hereinafter proposed, At the emd of that time, if
f,direc‘bions have been received, our Government will vest the sexe,

_ The plsn will contemplate un offer, to be made generally, which

1111 be publicized by the respective countries. Bach person owning property
6y sdvise hie own benk on & form to be approved by the banks and rag a-
ble at every hmerican Consulate, to liquidate 251 of the value of the
ses of property selected and to remit the swse to the disbursing agent
the benefit of the respective foreign country, To avold immediote
guidation of 25% of the holdings, arrangerents can be made for a lesn of
this amount, against the balance, the liguidetion to take place, hawever,
wi:bh:in & year; or if & loan be made, be paid for within a year against the
.-fraaing of 25% of the investment, The bank will then either hola or deliver
to the Export-Import Bank 75% as collateral for a loan to be made immediately
hy that bank, At this point the 100% seourities will either have been (a)
liquidatved by 25%, or will be subject to (b) collateral loan for 25% and

a collateral loan based upon 75% of this valus, mde by the Export-Import
.Bank. The immediste adventajje to the foreign country in euch a proceeding
‘is that it would get the emounts immediately, first the 25% and then within
givery brief tise thereafter, such prapwticn of. the remaindar as would be
granted by the Export-Import ﬁank ,

Vg
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. The rmign gevemmnt would grant complets amxwaty to any
, / holder whose property waé thus, under his own comsent by having accepted
/ ‘the offer, liquidated to the ext.enﬁt of 258 with the remainder available
to some agency which would mske & dollar loen against it, No publieity
VA would be grented to the namss of those who had thus aveiled themselves
e " of the offer, A dertificate weuld be issued by eithér the Hﬂi‘wd States:
Ve Government or under its suthority by any bank, trust company, 'b:rokera@e ‘
7 house, etc., which held the property, stating that so smch had in fact
: besn 1iquidated and that so much hed in feot boen made available an& thia
wauld be complete prntactien to the halﬁer or the ;n-eparty.

I‘b ;la?- anggested that perhapa t\m cer‘bifiea‘bea ahoald b@ giwn,
one ae rreof ‘thet: the. property had bsen tmbject to this offer in cese that
at some time theresfter mnd through different channels the ‘person whoss
. property hed been thus in the United States should be found end it would -
be necessery for him to prove that his property had in faot come uaﬂnr
‘the offer, that is to say, had not escaped its share of the financial
burden of hie own country and was entitled ‘o smmesty, Another. cert»i- .
ficute might baidgeued which would be either in bearer fornm or mgﬁ.smed
and this could be scld, transferred or otherwise dealt in es the’ mtemat
of the holder in the property ylodged. Thin wonld necessarily idtmtm
ths amocunte or the gecurities which uere in fact beld (deposited as cash
. gollatersl) or pledged eecured collateral. It is gonceiveble that a =
‘persch to whom & ocertificate was issued showing 75% of the value of his
property might wish to sell this for dollars for whatever it might bring
rather than hold it awaiting the possibla return of his property or its
gradual reduction by his demand for francs as against it, If the aerti-. ,
ficste had sny market valus there would seei to. be no reason why ho -

. sheuld not be able to transfer good title to it to anyons.  The mein
. purpese is to assure Franee that all of the dollar essets of its nation=
.818 have bsen subjected .to the same treatment, Prosumsbly by the time
the -owner could secure back his dollar exchange, other persems in Frande

would also be able to trapsfer franca into dollars if they so desired,
that is, the country would be sufficiently . rehabilitated to make nermal -
~ intemtiunal tranaactiom impaasibla or all wauld sufi‘er in the general
: loss. :

st

. At sny time éuring the contimmtion af the 1oan tha holder
) af any such collateral or the certificste representing it could apply
with the latter nsmed certificate to his own goveriment and drew down
francs as sgainst dollar values, the amounts to be endcrsed or punched
. on or inte the certificate, the certificats thus baing in the nature of
- evidenced or warehouse receipt. If such were drewn down the' government .
account would-be mdited with the caah and the 1@&:1 to that extent
.repw' S _ : . :
am a sehsm w:mld apply alao to .‘ﬂzi‘bwrmnﬁ sinca 11; TR~
A jpresaxxts the voluntary acoeptencs of an offer by, for example, a French
national, as to his own govermmnt, Those who did not. avail t%mmsalvea
“of. this weum have their proporty conf‘isaatad. o
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problem remains as to the use to which t»hasa lmnu could
be put, for i:t 5.8 o)wious that this might be merely en indirect way of
liguidating all of the property; that 1s, a governwent oould horrow and
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then intentimmuy default the loan, foreing the liguidsticn by the lcaning.

agonay, in our illustration, the Export-Inport Bank, This, of course,

“would spply ‘enly to the '75% sollateral, since the 25% weuld be availsble

to the forelgn government in any event, This ean be avoided by having the
monsy from the loan aveilable only for those projeots which would heve an
interest in not failing themselves, that is in soms self-liquidating pro=
ject or soms projeet in whish the Govornment eould obtain no advantage by

were dofault, One might be a stabilisation loan for a period of five years, .
‘The country would then not have any right to default upen the loan unless

At needed funde for the sontimed etabilizetion of its surrency. No coun-

try weould ruin its currency volunterily merely to liguidate the securiti

w,

' Of course this raises a guestion as to the repayment of the loan and the .

torms should be certain. partisl repayments during the peried of five y«aaxs.
Another use would be ‘as an investment fubd or a guarantee of investment =

‘for commereial ;:ra;echs instituted by ocltizens. or gorperations of the

country inv::lvad Here, agein, thare would be inducemwent te the parsonﬁ
interested in the .project to oarry :Lt t.hr:mgh sucmssfnlly and prufitably

and of nom'ne Tapay t.he losn.

B In thia and of&hsr ways the blwkwd ms in the Uni‘heﬁ St&tea
a8 to aach countyy would be immediately available as to 25§ for the

éurrent use and 75¢ (or 80% - 90F of 75%) for lmger time investment ot"‘ |

ﬁ!bhsr national ma N

‘The question ef ingome on p‘}j‘ géd seourities has na‘b yat been,
stressed, This would either go to the mar o emzld be invested in
United ..:taten ban&a. T )

Tha risk to the United Statsa wculd not ha great, ‘a8 it would
Rave the dollateral, Of sourse a depressich within the United States

would ceuse the liquidation or. partial liqumation, but J:t. waum appear;. B

th&t this is a rink whiah nmat be run, y
‘u" Sam aueh plan ‘aa the above 1s easy ‘of adninistration ‘a8 .

trmfers of property sre either (a). under advice of the owner of the
property, or (b) by aper&tian within '!;he Hnited .’:’:tatss of the laws c&‘

the United States, . -

In cins . of any spacial pz*o‘blems ar&si.ng, 'banlw ccled witlwut

‘viclaﬁtm of the sonfidential relationship disouss this problem with the
proper agenoy of their own government and it is ‘therefore bslieved: that

the. mmber af auits wh:lch would u.riaa mcmld ba relntiv&ly small

w any m%er et this sort attared 88 an alternative to the

pmmnt delaying and clumsy plan mr'bher &etails nnu.ld be worked out,.

nm tha principla is aeeepte&.
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| _gountrise wil
' anuwvummummmaumwmaumu, bat will bo for the
bonefit of the countries involved, If this money 1o used in the proper

e \ - DECLASS IFIED :Entry
. N JURI ;
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3

 Sinco tha mmm af Mamg cantml the waaea to

.Wummm xmmmwmmmmmmtm

The eontimastion of m tochinioue of freexing - mobildisetion of property

- 8xoept under lisonse - hae sorved sosewhat to give & false sonse of

goatinuing of objective, It is unnecesssry to gonelder ths sowie of ‘
the waricus idess to the consumation of vhich freosing sontrol has been

. m; it m emly meamary to cmsmr the present proposed ;Mm.

= Att&mmﬁtmmwanrwwmymmwm
revolve around the Huropesn Regovery Program, One i expmplified in :
the letter of Sedretary Snydor se Chairman of the Hational Mﬂam Gmaﬂ.x
(HAC) anf the other is the sumewhat indefinite yrovieion in the Harehall
ng the obligation of participating buneficisry countries
;ggwlmte and centrel® w amw of thalr citiww within tho E‘:‘n&ﬂaﬁ

3. S

il
m,ﬁ‘

: m to this :iattor, various auimms wre proxmnﬁ for msnm

11 foretgn ;m:my. liquidating 4t, and depositing the procseds in the

Treasury @0 & first peyment, or paymsnte-cpsscsount of the Mershsell Plan,
Kany obieotions mm redoed to this proceduwre apd it 45 certeain that the
exgoutive dopart  6re eguingt it, 4 the zstter now etends foreign
. "Jogate snd ecatrel” to ths extent "prastical® end this .

panner it will, of course, reducs the sest of tho Harehall P:ummd is
altogether a me sensible approach, Uhether sowe other system would be
batter is tww Arrelevant,

Mtasmntmwmctthatmwl mm@mamnm

. mem‘hion moan no more than the Semtary'a lotter,

The bt arrangement mhm this Wk is m mught.

»wmww&mwmmmmwmmwmmmm-'

they will resain blooked, Russisn funds are operating under s gonsral
1iconse, 1.0., gonsral license wes issued vory shortly after Cermanmy abt=-
tacked Mussla, The assots of both of thesa wmm are still inthe
mm of immﬁmz mlatim. S .

smmwwmw.wmawﬁwsmmm

when eash now-partisipating ecuntry was 1idersted, esch ccuntry hes seught

to cbtain control over the sssets of ite a:timm. The generel poverty of
the countries, and perticulsrly the small amount of dollar exchange eveil-
able bed caused thum to expaud thsse effirts into s natiousl polisy, The
United States has Bo far not actively eseisted., Now {t plane to do so,

In its prevent form the plen 18 for s census to be taken as of June ), 1948
and a1l sogounte blooked as Fremsh (France will be used ae an example for
all gountriss einilarly ait.xzataa) te ba given to ﬁw Fronch (&mmmt hy
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. xammmmwmwuaaﬂwrmm nwmwe-
iy vemuin blooked, Whut oxsot steps ths fureign governmeat will theresfer
take still remain to be ssen, It is kmown that mest of the foreign countries
have exchange deorses under which their naticvals were yresumed to have re-
gdstered these ascounts. Freguently they paid a tex and in case there are
baok taxes due, thege s well, They thon rocoived local curvency in yeturn
for the foveign account, On yeosipt of the census informetion questions
sust imspdistely arise in regerd to pereons whom the fareign country sannct

f£ind within its borders, pevscns who may cormunicnts with banke demanding the

funds be not hanﬁed over, ﬁmnﬁn and adwrss claizs ure & wost 1Ukely

renmlt.

mm-m time 15 & fasm. By the time wa cunsus be taken,

. properly tabulated, tramsmitted to the foreign goverument, the foreign governe

mopt has gearched for its om wationnls, pevhspe mmﬁ.utsﬁ eivil or erisinal

progesdings against them, secured assignments or entered judgments, a long

tim will heve elapsed, At bept the system is clumsy, mety of the decimicns
£11 ulltimstely have to be deoided by courts end delsy abé loss of value will

jw. The ismwdiste gquestion then is what Letter systes can be imstituted?
i better system would obwiously be cmn im which the svailability of value can

bs abtained prompily, also with & minfmum of doudle elsinms for liability to
the helders of the property. 4m to foreign countries which peed the money,
and purticularly the dellar oxohangw, it iz beliswad that they would be very
hapry to coneur in any nystaawmnhvmlﬁ give than an imsediate use, From

the standyoint of the holding benke {n the United States, a voluntery amxg«a-?

mont with the famign ﬁepaaitm- would aasm greatly in avelding suits of edw
voree alaim

' The aitm:im 1:: ragarﬂ to Swiﬁmrlauﬁ maet not be war&wkeﬁ.
The spsum;tion on vhich cur Govermment will oporetes that all unsertified
Suisa accounts ere indeed Husd, 1o prmumg without sxy foundation,

. Buitserland hes long sinco segregated the tervan accounte, Gwiteerlend

knows (1.0,, the banke in Swituerland) who Bes & bensfiéial intorest in many,
if not mst of the sccounts, these being the Fremch and the like, but it
will net ;giva up that information. If, hovever, a system were euix‘icizmtly
attractive to the beneficinl owpors so thaot they would veluntarily ugree,

‘a wge paxrt of Lhts wﬂmlty ww alao be overoors,

The wmg does not need to be now & question of wgislutmn,

‘oince the Etste Departmsnt is suthorized to make mgreenents with the foreign

partioipating countrize for the use to the extent precticable, the balances
of the %eitioons® or Ymationals®, Eetimutse of the amcunt of the propers
ties for eaoh country sre svailable but vary widely. . &t Maat, &mm,

‘Wmmumdaawm

m tonwing steps hmm tbercfm bteen Wm a8 & plan tm

be uaéa 88 sn egretsmat botwoen the Undted Stetes and each particulsr

s the terms of each plan, ir so far es it affects ezsets in the
Einitm& .‘.:tatm e ba m supe oo thet 311 blocked t\mﬁa way ba tmm

: aquallar -
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 The United States Governmest will take o &m of.all ‘

sountry « this will include thoss mkzn& the Iren Curtais, B well s
421 others, Tho informstion ob thie census will not be gim to the °
foreign sountries but will de tadulated by an appropriste agemoy of our
Govornment and the gross amounts statistically errvenged under aprra;mia‘m

Mamzxga, w1l be aurpl&a& ta the forelgn govertpent ess .

Y.,  Dewmand beponits
L Bougpatio Sesurities
' -, Truste, elo.

Bl z"mim cmtry w&ll agree that soy person mming Wrﬁy bore w

advise, within a urief period of time, theholier of the property to
deal sith projerty ss hereinnfter pmpesez&. At the end of thet time, if

- no dirsctions have been received, our Covernmant wm vwb the esms,

The pm will mmtemplﬁw an offer, te !w made gamm?ly, whiah
wil) be publicdzsd by the respeotive countries, Usch person swning yroperty
ney edvise his owm bank on & form te be approved by the banks snd mad &e
vailable at ewiry imerisan Consulste, to lisuidate 258 of the veine of the
alusros of property soleoted end to mmit the samp to the distursing sgent
for the benefdt of the respective foreign country, To avold immedinte
1iguidation of 25% of the holdingn, srrengerents can be wade for a lamz of
this emount, sgainet the balange, the liguidetion to take place, howeve

within & yearj or if s loan be .;*” wmwmmawwmmwm

frooing of 256 of the investmont, The bank will then either hold or deliver
to tha Bxporte Inport Bank 75§ us ¢ollateral for a loan to be mude fmmsdistely
by thet bank, £t this point the J0O0F securitics will either have been (a) -
1tquidated by 295, or will bs subjeet to (b} collateral loan for 25% .and

o oollateral logn based upen 75% of this wvalue, wede by the Expertelmport
Bank, Ths izmmedists udvantafie to the fovelgn country in suchk a prooveding

18 thet it weuld got he smounts imsodistely, first the 259 snd then within

8 very twief time theveafter, suoh proportion of the remsinder am wwm be
geanted by thu prmt-mwt Bank,
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/ ’ The foruiggxa gmwmmm would ggrant oomplete mnmﬂy to any
hal&ar whose property wes thue, undey his cwh content by having seccepted
he offer, liguidatad to the extemt . of 25% with the remainder avallsble
one agency which would meke a doller losn ageinst it, HNo publieity
. be granted to the nemss of those who hnd thus svallad themselves
0 offer, - A oortificate would be issusd by either the United States
nmont or undor its suthority by sny bank, trust company, btrokerege
» eto,, vhich held the property, Mawng that aoc mueh hed in fact
liquidatmi and that sc much had in foot bsen mede available and this
' m wlaiete mﬁwtim to the helder of the property,

It 18 suggoested that perhaps tuwo aerﬂmmmﬁ sheuld to ﬁi’@ﬁﬁ,

a8 proof thet the property hud been subjset to thie offer in case that
e time thersafter mnd through different chennels the pereon whose

perty hed been Ve in the United States should be foumd and it would
i Booessery for hilm to prove thet his property had in faot cone under
ffer, that is to say, hod not escaped its share of the Pinsncial
en of his omm country and was entitled to smnosty, another certi-
ite might by foeued which wonld be either in beasrer form or registered
hie eould be sold, transfersed or othorwiee dealt 4in ss the interest
the holder in the rmpenrty vledged, This wonld necevsarily idmﬁuy
‘the amounte er the sscurities which wers in fact held (devosited s cmsh
anilateral) or pledged secured collateral, It is concsivedle that a
Jorson to whom's certifioste was imsusd ehowing 758 of the value of hie
porty might wish to sell this for dollars for whetever it might bring
bor than bold 4% awelting the poseible return of his properiy or its
gradual. redustion by hie demand for francs as sgainst it, If the gorti-
ficute hsd any market value there would sesn to boe no reason why he
guld not be able to tramsfer good title to it to anyone, The main
poss 15 to acpure Frauce thet all of the dollsr assets of ite naticne
8ls have been subjected to the same tromtment, Fresunsbly by the time
thio omer could ssoure beek his doller exchango, other persous in France
. would &ls0 b2 Gdle to trensfer fraccs into dollave iF they so desired,
3 is, the country wonld be suffisiently rehabilitated to mske normal
ernationsl. transagtions impussible or 2l %mld asuf’f@r in the gensral
loss,

. At w time ﬁuriug the ecatinugtion of the losn the holdep
oF axy such colluteral o the certificste represerting it could epply
‘with the latter mewod certificste to his own governmsnt and draw down
‘frunce a8 ageinst doller valuen, the smcunte to be endorsed or punched
on or into ihs certificate, tho certificsts thus Lelug in ths naturs of
_ovidenced or werchouse reeeigt. If sach were drewn dewn the government
.aocoount wmlﬂ be, mditad with the caul ol tiw losn to that wmm

mm.m

 Guch n echeme woald mpi;y also to Jwitgerland since it ree
mmvw the volumtery seceptence of an offer by, for exsmple, e French
mtimal. u8 to his own government, +hoge who did mﬂ; svail thempe lves

of t.his wmﬂﬁ hﬂw tlmir pro;m*ty eazai’imatad. :
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' fs?ur greblea romalos 4o te the use to whieh t&mw losno enﬁm
s ‘ba pub, for 4t 48 obvious that this »ipht be merely an indireet way of
mmi&ating alliof the property; thet is, & government ecould boyvow end
then intestionally default the loan, foreing the liguidation by the loaning
agoncy, ib our illustretiocn, the ExporteImport Baok, This, of course,
‘pould apply cnly to the ‘?5% collateral, siuce the 25§ would be svailsble
. , - to the foreign govermment In any svent, This cen be avolded by having the
e - money from the loan available enly for those projects which would have an
‘ ' intorest in not failing thomselwes, that 18 in some selfeliguidating proe
. jact ov soms projoet in which the Uovornment could ohiein no advantage by
- mors default, Onme night bo a stabilization loan for e gmr-icd of ﬂ% yesra,
The country would then not have any right to defaunlt upon the losn unless
1% noeded funde for the sontimued stabilizaticon of it$ gurcancy. Ho coun-
4ry would rudn its currency volumtarily merely to liguidate the securities,
. Of course thin raises a guestiop as to the repayment of the loan and the
‘ terrs shonld be certain partial repayments during the period of five ymarve,
‘ ‘Ancther usa wsuld be ss an investment fund or & guarantos of investusnt
Lo . for comrercial projects instituted by citivens or corporstions of the
R . countyy involwed, Here, egein, thers would be inducemsnt to the persons
";ammawﬁ in the project to earry it through wmasmlly and profitebly
and. of cezma rapey the loan, -

\.a In this snd a’hh@r weoys ‘le blooked fumie in ‘%M Undted Btates
‘% to each country would be iupsdistely svailable ss to 25% for the
‘ourrent use and 75% (or m% 9@% ef ’S’W ) for Ion@@r tine investsent or
oﬁmr nsticnsl use, .

'  The question of ~1mm on xwlmim securities hms not yob been
-otrassed, This would either go to the cwner o eould bet inves ted in
‘United States bonds. -
The risk to ths Ynited %aﬁtm would neot be ggmsi;, a6 it would

" have the dcllateral. Of course o deprossion within the Unlted States

 wonld cuuse the liquidation or nertial li:gmiﬁatim, put it would appear

;7 tha% this is 2 risk whieh muwt be run.

Soue sueh pltm ap the above 18 easy of sdministration as
 transfers of property ave sither (&) under advice of the owner of the
- ywoperty, or (b) hy 'spwmiﬂn within the inited States of tho lawe of
’ tm United Sfa%ea.

In asee of any special problens ardsing, benks cculd witheout
violation of the gonfidential relastionship discuss this problem with the.

- proper sgeney of their own government and it iz theorefove bslieved that
. the musber of suits which would erdse would be rolatively smell.

On any matter of this sort offered as on alicmastive o th@
present delayirg and elumsy plan furthar daﬁails ‘could by worked mt,
onns the primipl«z is umpteé. :

-
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our Lotter. |
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probles, both in thig wm amé in other inat&mmm, and afw merri:%
inility for adini: m:m,,, ma@
ﬁxm&s ceritrol in this mm. It was éﬁxem mm*da ﬁndw p@mﬁicai

ﬁfwwwﬂmmmwmavwa”

whth . Mimz a}}rml, mﬂt Lias kam:i *ma rRSpONg

. mysﬁ ol mnm a%w& the regults which 1 €udnk hoth you and %m ézmwmﬂa
’ neve haé ':Ln m&m&. . |
mﬂ gm@m.w made hgy &mmmm ?&mﬁmg geem %O me mm@ tho
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o involm aej.mm nf an asaet& k:em af fmgm nationuls. G@rmm ‘%3.3_@
vmjm@l.m of "thois m:zﬂmmﬁ cimas ot dapr&w t;he fszgﬁer%xmm fzfmk o
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‘ 'mm where 4t ray be possitle. ‘
| Mwmmgaftmm&ywwﬂzerwwxww,Iazs:&
Litﬁa at goa. *J&mm fmm& countries eve how naking W@ry afﬁwz mm
. thelr power to take posession of the assots of. mm nationsls with come:

e
,

ralile sucoess, The @mmm is reaching wuch funds 68 are now mym
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April 12, 1948
»ﬁr..wr&uk A, Southard, Jr., ﬁirector
office of International Finmance
‘Treasury Department
Washington 25, D. T,

. Desr Mr, Southards | |
This #ili'ac novledgﬂ rsceipt cf your 1ett$r of April 8th, I em not
conoerned with the principles of International Law, but zm simply vorried
about human iiberty. You probably remember that David Hume hss writﬁen
sém@uhﬁrbz "It is Eeldom that libanw af eany kind is lost all at onca.«

I didn'b reige my volce ag&ins% what other countries were deing or felt
compelled to do with regard to exchange controle. My protest was directed
~ ‘to our country. First weo bogen to assume the role of & Gestapo by ace
cepting to denounce to thelr countries the names of their c¢itizens who
hed accounts in American benks. Then we had Sectica 15(b)4 of 82202
wherein we amsked the foreign countries tc "looate and 8Bontrol® the amsets
of their ecitizens in the United States, which meant, of ceurse, that we
implieitly assumed the obligetion to belp the exercising of such control
" upon the assets of individusle. I have no hesitatian to staote that these
sctions are pure damagaguery, and, will finally also cost our ceountry much
. more money then without these demag@gic meanures baﬁau&e they will help
© to further ﬂeaerioraba the conficenee of peaple in pap@r money and bank
deposite,. '
1 . . .
I vonder whethar enyone in the Government reslizes that what we did DUrsu-—-
ant to the recommendation of the Naticuel Advisory Council regarding the
blocked assete and Secticn 15(b)4 amounts to: ‘

(a) A distinet discrimination against American banks. Any citizenm of the

foreign ¢covntries involved does not have to worry sbout our new rules if

he has deposited his foney in S8onth American bunks, or even if his monsy
. i1e ir ihe United Statee via Bouth American banks.Q

(b) Digerimination in favor of hoarders, chiefly ef gold and beak notes.
iny possessor of gold or benk notes is better off today then amyone yho
has put hie money “"for use" in Americen bank deposits or American shares.
Msy 1 repest again the following questiont Why don't we force the forelga
countries involved to surreader anything readily convertible into dollers,
like geld, diamonds, smeralds, rars paintings, estc,?  ¥hy did we diserim=-
inate only against assets in Awmerican banks?

Yca gtate in your letter that "it 'ie not our undevstanding that it is

the intent of Congress to see this section of the' 1lav used te Impose any
‘unnecessary dimitation on the movement of peoples.® I feel likewise con-
vinced that this was not the intention of Congress; neither ig¢ it the
intention of Congress to destroy human liberty when it indulges in defielt
spending and monmetimatlion of debt, or when it puts texes unbearable for ar.’

t
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indiwv: Vnélistie economic dystem. The fzct that Cengresé d41¢ not intend
to &any bo anyone the right to emigrate, or that it does not intené to

deatroy oux liberty, does not changs the fact that 1% might and will brinp
aboht “these ‘results by ixi—cansiuerea legislatien.

If there is any hope left in tha world for the 5urvival of liberty 1n At
fight asgeinst totalitariesnism, it lz sguarely placed on our sheoulderss
If, for the sske of the hypothetical ssving of & few hundred millien ‘
dollars we are wiiling to forsake mmral principlaa, then I am afraid that

ope day, in tﬁ@ nat vary &imtant futurm, W@ shall find ourselveg alsa in
‘Oh&iﬁﬁ. ‘ S X o

1. .Yours very sincerely,

i
i

A?hii§§ L8rtngytmrc{
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April 8, 1948

Dear Mr. Secretary:
Now that the Foreign Aésistance ﬂct'of 1948‘has become law and
. broéd‘policies,deﬁermined, it.seémg’to me'énd some others with whom I ﬁave
- discussed the mattér that the ﬁaf has beén opened for a more effeétive and
practicagle method' of Bringing aBoutvfhe utilization in the European
Recovery Program of the assets in this coﬁntfy of foreign nétionals which
are noi hlocked.
The Foreign Assistance ?ct fequires éach pérticipéting céuntr& to '
~enter‘into an agreement with this?country és a condition of participation.
The CongreSs has deéided that‘tha% agreement ‘should include an undertaking
by each country as far as practicéble t& locate and make use‘of the funds of
' its nationals in this country. T£e Senate feport on the bill appears té
indicate that this refers to fundb‘hcw bloékéa.
We all recognize thaﬂ,tge presént'plan embodied in LExecutive 6rdef
8389 has certain serious defects both as’'to its insffectivenesé in bringing
out the money, and its violatioﬁ 5f certain aspécts of the rights of private
propefty. - o ‘ ; |

This subject has, I know,. been considered at length by the Treasury

and by the National Advisory Coﬁnéii, but it seems to us the passage of the

Act puts a new face on the matteriand opens the way to congideration of new

plans.

One plan 'that you have donsidered is an offering to foreign nationals
|

4

y
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of. bonﬂs of. the Iﬂt nat én 1 Bani, and bhl% has been reﬂected for reasons ,I
unﬂe¢stand.,v‘ N T
iy associates and I have, therefore, been canvassing other means

which wight be effective in attracting foreizn funds into use, and so saving

the American taxpayer without iany breach of principle. Some precedent for a

prgcédure_is tonbe found"inﬂtﬁe:loan which the R.F.C. made to England,
collateraléd by-theuﬁfoperty ﬁf Bfitiéh‘n&tion&ls. B

!
?

| A Proposed Plan B

J .
Uncer the Iormlgn A551Dtanbe Act the uxport~Im;ort Bank i > authorized
i

to lénd'one‘billion‘dollars‘to part‘ o‘t nﬁ counbrlms. I wish to‘sdggest a
means by wnlch this loan nlght oe partlv secursd by collateral turn d in by

foreign: natlonaln hav1na asgebs nom 1n block u‘account. The sugﬁ°9ted.procé—
dure to this end'WOuld‘be asAfollows:

(1) That thb ior p gOVLf 1@nt coqcerned offer 1ts natmon&ls

1

having funuo here anesty from tamatlon or lega] pro sbcutlon if they w111

first, llauldete twentv~;1ve Der Lent of thelr olockeo assets ano remlt that
¢

anouht, tbrouwﬁ an anpbopflate agent, to tpr forplun wovernm@nt, und, DECOQd
1end the balance of the QQSLtq o their r-oweuzment to b@ pl qﬁ@d w*th the
Txp ort—Import Bank as collater 1 fpr a 1oan7to,their country.

(2) The country concarnan would unaertdwe f1¢st to “etufﬁ.the

A | e ’
collaterdl to 1tofnatlonal when that country wzll have renald 1ts loan from the

Exuort—lmport‘Bank' and second voulo unﬂertaﬁp at any tlmc Qurlng thp duratlon
. | .
of thp loan, on redueﬁt of tbo 1nd1v¢dudl to take oveT the collaferal and give

‘the nztional the market value;of;the pqllatergl loc&T "urrﬂncY of Lhy country

~at the rate of exchange prevailing atythat %ime. Whether the collateral should‘

J S S
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Honorable John #. Snyder April 8, 1948

3. T ,-‘ |

then be liquidated or left pledged is a matter to be determined between the
country concerned and the Export-Import Bank.
i ,
It seems to me possible to: carry thrdugh this arrangement without

revealing the identity of the nationél whose assets are pledged in this fashion,-
- C ‘ % : - «
anté I know of no reason why the arrangement could not be handled- through the

Txport—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

3

certain amount of collateral back of, loans which it is authorized to make under

1.

the Foreign Assistance Act.

We have discussed tais plaﬁ with*a namber of Europeansivand believe it
iam sufficiently.atfractive to bring about a coﬁsiderable tendering of blocked
agsets. The plan would offer an inducement to thé holder of blockeé funds to
‘adhere:forv(l) ne could méintain’hig claim tb dollar&%_(2) he could éonvert,into
1ocai“Currency at anyvtime:heﬁfélt %he}réte to bekfavorableg.éﬁd (3) ne would not

o i o ‘
have to disclose to his government the dollar assets keld in the United States.
| Since this plan would résﬁ én Qolgntary éompliance iﬁstead of force it
would aﬁoid the‘difficultonf thg;United States acting as policeman and would aﬁoid
ﬁhe violation of principleé of the protectiqn of private property rights.

I heve reviewed this proﬁésal with Allan Sproul and a number of bankersr
here and find sﬁbgtantial concurrences Some of our beople who have.reviewed the
technigues involved are of courss aéailable!for fufther discussion.

éiﬁcerely y0urs; ‘}”:”VT
Honorshle John W.~Snyéér 

Secretary of the.Treasury =
Washington, D. C. :

Louchheim {SEC), Luthringer (Fund), Hooker (Bank

Carr FLC
Norman Davis (NYFed) » Carre (OFLGC), and Hiiken (OAP)
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- From 3 ‘MM‘& e Sehmtz, Ghiaf,
: Licenaing mmzan. .

Yen ave hamiay a:atharmd amﬁ requaatad te aat on- a‘pﬁ npyrm, aubjeet
to the excepticns of parsgraph {2) below applicstions to nab&ook ;gxmmrby o
interests in eny of the folle w wteg&hs; A

- {a) .\Inwmsta h any trust wmmuma in the ﬂni%& 31’.&%&
 “or in eny decedent's estate other then (1) smy interest
of the settlor of & trust who at the time of cresting the
trust was resident in a country then or subssquantly
_designated in the Opder, exsept a momber of the generally
Jdoansed trade area as dofined in Genersl license Ne, 53,
and ($1) intereste in the estate of a decedent who st the
‘ timofmdaathmtm-wmmmgar&aua
mtioml of » ccmtw designated m the Opdery

(v) mmm under sny Ansurance yolt.oy, othor than any
Merest of en inpured she &t the tims the pelicy was
isgued wap resident in. s conniry them or submmny
dosignated in the Order, oxcept a member of the gonerally

y nwmaa trada area as defined in Genarsl License No, 533

(¢) Prop rtv mid or distrivuted from m éueh trust or
‘decedent's estate, oy undoer any :Lnnur&nce p@liay, pursuant

- to license, a'khcr than any such property peid or distributed
mammofatm‘twmismaw frmmmmﬂaga

o of mzb ag apla {1}{&) above,

v e
be S04

- You .nhanm not’ mxwk mdcr tha above autherity any groperty ar
interaat m L -

(a) An,y mam: mmm in or mrgmim maer tha lave at

s Bialgeria; Hungery & Rmnﬁa regnrﬁihss
2}1;@& w&hparaan; m' R
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fb) W pmrsm ﬂnmnt at any tiis on o sm @atnber 53
1%§, a;’mun, Horway, The Netherlands,

Greeco, &ustﬁa, Bwedon o xzazy,
under ths laws of any suc:h co:mtw.

3

Yeami, of course, ngt wiblesk wder the above. mehmkitym
property az- mmwt which is suhjac% to &aneral Buling No, m.

sieb 4618
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K. R, wmw Chisf,

Pereign Funde Goutrel %wmhz,

Foderal RHeterve Bank of How York,

¥rom 1 Usrgaret W, a&m, Ghieg,
~ Licsnstng Divisien,

In sonneotion with appncaﬁims which ym sy recoive mVﬁlﬂng
eswma% of blecked decedsnts, motion wey be token e f@ilws:x '

Y
Ko,

2,

95

mwﬂmt, wammt of a ountey imlu&w in Gmmmx Licange

(u) big au beirs are mawmm of decedentie amtry, refer
. to Gemeral License Ho, 95, unless one or more of m&nh ‘

heira are citizens of the United atatw.

{n) If ansv heir is vesident cutside decedent's awtry,
Af sny hedr iz e United States citicen even %ugpmﬁm
decedent's country, liconse distribution, Shaves of helrs
(other than United States ¢ltisens) in recipiont countries
should be blooked regardless of date of decedent's death,
Shares of heirs 4in Germeny and Japan should be blosked if
desedent dlsd on or before December 31, 1946, Shures of
hedre in Bulgaria, Hungary snd Humanis sheuld be blocked

42 decedent died on or beford Decsnber ?, 1845,
. shares may be unblocked.

ﬁll ather

sodent, resident of éemin, f’m‘tug&l, Mwm, ietvia, !:&thmm

o Ylavia

(=) If &1l heire are residenmts of aawiant’s cmsmm

étip. Gub, #3, unless ane or wore of such hoirs are ‘oftivens .

ol ‘hha Undted States,

(b) Sanme us l(b).;

3.

cndent, resident of Bulgaris, hungery or Rumania

dﬁ;ay;

(a8} Iicense distribution, Shares of heirs residest in these
coantries should be blocked If degsdsnt died on or befare
Degusber 7, 1945, Shares of heirs in Germeny snd Jopan
should be blocked if decsdent died on or befere Uscember 31,
,}.@46. ‘8hares of haire («mwr thm United $tates gqitizens)

311igy
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in we&ytem countries amm be blooked Wgaﬂlaw of
gﬁa!hw@%%du&.Aﬂa&wa&mamyu -

e Bamdwh, mmnt efﬁamwmm
o mmhmswwm.

5, Wm, wa smaa ms.m mmm zn suy emry m ;
whawyl, 2,&3 L , ‘

(a} " Liosuise mwﬁmm. &hw amw rénident in
Gersny ‘snd Japsn sbowld %o blocked if decudent's
- doath occurred un or befors Duosmber 31, 1946, OShares
| ef hedrs in Bulgeria, Hungary, end Bumanis ﬁy@m be
 blogked 4f docedont's doath socurred mm or bBefor \
' Docember 7, 1945. Shares of heirs in ms.pmt(%fy vs & g’”
- countries shoild be dlosked if decadent's death oceurved -
- on or befare the offective date of Gensral License He. 94
fw uch oountriss. m othar ahma way be wmw. :

mipisnt @Mrm afey  Austrisy Balgiumg W&; W; Ww; o
Ihalyg Wm; i&tﬁaﬂmﬂa; ﬁwmg Swedsn, ’ ,

&tm the uaommg of éwtribatim in eny of 'tam ahm 06808, .
:;twtm Ms&nm should be obtaimed establishing the decedont's mmh&p
umamww
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My dedr ¥r. ;‘ﬁidz'pfz

‘Reference is made to your letter of March 30, 1948,
concerning the effect: upon Spain and Portugal and their na-
tionals of the proposed transfer of 3urisdic‘tion over. blocked
assets from the i‘reaaury aaparunanﬁ to the L’eparment of
Justice.

’mis queation was cwered in general terms in next-
to the last paragraph of $ecretary Snyderts letter of Febru-
ary 2, 1948, to Senator Vandenberg with regard to the trang-
“fer af 3uriadict&on, Secretary Snyderts letter referred to
the passihi}.ity that Sparish .and Portuguaae assets might Yees
main blocked after the transfer. Usnder the letter, it was
the understanding -of this Department that if the assets
remained blocked, there would bs no change in the substance
of the 11censmg structare appﬁcable to property of and
transactions with Spain and Portugal and their nationals.
Tis Department is not aware of any factual dévelopment which
would. require -alteration of. this pesi.tion. on the other hand, -
this Department is acu'bely consclious of the unfortunate éffects
upon, transacticns with Spain and ?ortugal which have arisen
Lrom . the mcertainfy uut}.:hma in your 1ei:'ber.

It is thax*ei‘ara the pasition of this Department t-hat
. the gpanish and. Partu.guese G@vermnents and interestaé private
persins and institutions ahmxm i.mediately be. im"‘cmed sub=
stantia.ny a.s i‘e}.lm: '

- It is not .now antiaipat;ed “that t}m transfer of
blocked assets to the Jurisdiction of the 0ffice of
- Alien Property on June I, 192;8, will result in any
changes 1n the substance of the licensing: structure : . _
applicable to property of and transactions with Spain , S
and Portugal and their nationals. Accordingly, trade
- ‘transactions. which are rmf permissible, > including "
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- the :iasaams of lettors of e-.m@i*&, may apmriatezy
b6 yndertaken even though the transactions will
be consumated \mm amer the date of %ransﬂer to
the&fﬁeeef‘-w* . P £ 570N Inaaseanyehaagm‘ §
in the lieansing strusww nay prove desirable after
ke tz*mi&r, they will be earried cut im sucha
. menner as not to invalidate or prevent the consum- -
mation of &m&cﬁ&m inttiated under license.
| Sincerely yours, |
| iSignod}Frank a. Soﬁthard? Iee

"fffrazsk A mthard, I
office of In’tematioml finanece

Eﬁ_mcw

o Efashmwm; 1% é. -
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/ 'OFFICE OF T RNATIONAL FINANCE -
March 31, 1948

TOs
Sl

2.

¥r. Arnold

- I.think we: should get at thm with the
A'.haast poss:.ble -delay.

I believe we should- 1nf6rm' Bazelon that
we are drafting our own reply. to State S

- - and would send him a copy of our reply
. with the hope that we might coordinate

3.

~our reply. with theirs.

If you have any other :.deas as to how

to proceed, pléase let me. Know, R

F.AS8,

Frank A Southard, - Jr. ‘

Blrector ' ’ -
TELEPHONE 597 398 ~ -ROOM 3434 -
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+ OFFICIAL COMMUNICATIONS TO
«HE SECRETARY OF STATE
WASHINGTON 25, D, Gy

' DEPARTMENT OF STATE
WASHIN C:;TON

P

In reply ref e |
e oo e ¥arch 30, 1948

My dear Mr. Southard: i

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 Guaranty Trust Company, of New York, to open a =
"eredit on behalf of a Lisbon bank which would éxtend 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 giving'assurancesA
to the prineipal banks that certain trade licenses now in effect
will be continued in substantially 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 stetement 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 pure
suant to the General License 95 mechanism.

This Department

' Mr, Frank A. Southard, Jr., Director,
0ffice 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 Portiuguese Government.

On February 2, 194¢, an agreement was concluded with the Portuguese
Government giving cur military aircraft important facilities in the
Azores, and this Government looks’ forwerd 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 situation has arisen with respect to Spanish accounts
in the United States, This Bepartment 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 agsurances that trade licenses 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 Jume 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 Department would
appreciate your concurrence as soon as possible.

A letter in similar vein is being transmitted to Mr. Ba#id.i.
‘Bazelon, Assistant Attorney General, Department of Justice.

Willard L. Thorp //ﬁj
Assistant Secretary

Sincerely yoﬁrs, ‘

; |
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The United Statés Treasury has just publicly 'defined its policy with re- i

spect to foreign assets which are stillat present] blocked in the United

A States .

This policy includes, insofar as appln.cable to French assets, the following

regtﬂatlons $

I. ASSETS AMOUNTING TO LESS THAN 355,0«

Such assets are unblocked as of Ma;'ch lst. without any necessity for owners
thersof to comply with any formalities, and more particularly without any need

for suech owners to submit a <':‘ertif.‘:i;<A:<s;1’c,¢?T of non-enemy ownership, Bloéking is

‘being con’cinuéd to the extent to which the United States Treasury [itséli‘-] has

knowledge of the existence of German, Ja;pa.nesa ’ ‘Bﬁngarian, Roumanian or Bulgarian
interasts in such asséts. - |

II. ASSETS AMOUNTING '.ID MORE THAN %55 000

A, =-- Asseis Held in the Um.ted States Directly in French Accounts

These assets remain blocked ‘Owners [of such assets] may within three
months from March 1lst apply for unblock.ing by submtting a certif:.cate of non-
enemy ownership issued by the French Govermnent.

Upon expiration of thisperiod of three montﬁs s the Office of Alien Pro-
pefty will proééad with 'aA’c'ensus 'of thefasseﬁs which are not certified and will
comniunicate to the French Government the ‘re&sult; of that census. It will be up
to the French Government then to proceed with investmgatlons in order to find
out whether or not there are enemy interests in the assa‘bs, the exist\ence of

which will thus have been bmught to 11;8 attention. Those of thé assets which

will have been adcnawledgéd as being free from enemy interests will be unblocked,
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B. — French Asse"bsVHeldﬂin the United States in Foreign Accounts (especially R

in the name of VSWiss_ banks ‘or Liechtenstein bénks,.) _ These assets remain blocked.

Owners [of such assets] may within three months fro‘m'M‘arch 1lst apply for unblock-

ing in ‘éﬂ.ccordance with the proceduz{e now in effect, which includes submission of
a certific;,ate of non-enexﬁy ovwnership :i.séued by the Frénch Govermnent.

- Upon exp:.ration of this period o:f.‘ three months, assets which are not certi-
fied will be subject to a oensus for [purposes of] thle Office of Allen Property.
They will be considered as ensmy assets, and, as such sequestered by the said |
Office of the Alien Property.A Such sequestration can subseg,uently be cant;eled

only if the Frencl'x"chernment ~after having been informed of the name of the

real owner[s] of such assets, certafies that ‘che presumption of enemy ownership

is to be ruled out,

" These varidus' measures are in. close harmony with thoge taken, in tuwrn, by
the French Government, which, by law of February 2, 1948, afforded owners of

undeclared assets the opportunity to .t:lear their situation by converting such

~ assets into «French' francs. It may be well to point out especially that &uring

the entire period of three mqnths granted by the United States ’I’réasury, the

. i‘ate of ,the special tax which must be[paid by owners §>f undeclared assets remains

fixed‘at 25 per cent. 1In fact, the rate of this tax will not be increased except
on or after July lst by ore per .cen‘t each month, |

. Insofar as. assets held in the Unitad States -‘- for which non-eneh;y ownership
certif:x.cation is requested of the' Freneh Govomment by - their owners during the

pariod of three months granted by the United States Treasury - AT@ subgect to

“requisitioning, indemnification for assets so requisitiorwd will be computed on

the basis of the exchange rate for the dc,llar 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 mth the obligations. provideé for in the ‘requisitioning' regulations.
6n the o'%,her ’hand, the Govemxﬁéﬁt reserves every right to freedom of action .
in this matter of penalties with respect fo the reqﬁisiﬁioning of assets which |
might be ‘broughtﬂto its attention in pursi_lapce ‘gf méasures v?hicli will be taken
by ‘th'e ﬁnited States Treasury :i;.n regard to ‘such asseié #s mighi ﬁot bé’_certified‘
by the time the period beginning March lst expires.- |

Translated by: F.Neter, 0.I.F.
- ah 3
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Bw Hr. Erana:

Iour letter of Fobmary 13, 3.%8, addresnad to 8e‘retary Snyd

~ Anwhich you comment on Secretary Snyder's letter of February 2, 1948
Tt Sena‘wr ?axﬁenberg has baen referred to me fer repdyy - 0

~ that m’ﬂfﬁae of Aljen Pm;:arty'

V on the basis

the eemms a8 it partains t‘fo persons holdi X aswé t‘ :’m the Hnited Btates
thmngh ‘Swuigs and Ilechienatein accounis P\joe&, however, provide

L o xly Wpon receipt of the
X aspéts held in Swiss

> yeBt-Pure Swiss sssets. In the
7 dases and avolding their being
to td.m w:l'bh mpmsenta-

ation the Mas Gavetmnent has pointed
it /may either clear up his tax ebligation

' .-ty, plus certain penalties, or remain
fities by pa;ying a pena.lty of 50% of his

¥npdderably less ‘than 50% exnapt in the case of
an ‘sty offered a few years ago. In our most

’tion procedure. 32n ’ o
out to us that a tax binquén

in e 50% \na}.ty ;Sroviaion wight amourage Sﬁiss persons in
g catd.on of thnir aaaata in tha Hniwd Bt-atem o

We are fully appresiative er the pmhlm set forth in ytmr létter.
On the other hand, exlsting Treesury procedure for securing the un~
blocking of Swiss funds, for example, is based on the premise that the
Swiss Government is the only govermment which ¢an adequately investiga‘ba
the trus ownership of assets allegedly held for Swiss persops within its
jaxd,adietion. Iikewise the Office of Aliem Property follows the pro-
‘cedure in comnection With the release of furids, either before or after
vesting, of consulting with the appmpmta government with mapect to
thn pmof mbmittsd to. show that thara is no enemy :mtereat :ln partiaular
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In conclnaion 1t should be pointed out that tha ganaral obaarvap
'tiona ‘you make with respact to-the effedts of the plan'wera-carefully
co sidsred by the National Adviaory Gouncil before it fomnla‘bed

sngdl Fresl 4, Bglﬁmﬁgdv?

' : Frank A. Southard, ér.
R Direotor, Offiue of Intarnatiaual Finanee
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| , © MEMORANDUM FOR THE FILES
| ” March 3, 1948 -

.~ . Re: Technical,Commitﬁée for 8WissVPro5leﬁs¥

) 1. Organlzatlon of Technlcal Commlttee

P © On February 25, 1948 Mr. Rlchards, Chalrman of the Amerlcan gvcup, and
' Mr. Gr8ssli, Chairman of the Swiss group, decided that many of the problems
v which the Swiss wanted to consider in connection with the termination plan
i for Foreign Funds Control involved technical problems which could better be
- worked out by a small committee group.~

L The American reprGSentatlves of thls technlcal commlttee consist of

~ Rella R, Shwartz (Chairman), Margaret W. Schwartz, and Edwin Rains for. the
Treasury; John Lamont, Leon Brooks and Philip Blacklow for the Office of
Alien Property, Stanley Metzger, and Elv Aaurer for the Department of State.

The Sw1ss commlttee is composed of the follGW1ng. Dr. Jann (Chaizman),
lessrs. Kappeler, G ut Luterbacher, and Bruppachero

II. Problems Con31aered‘by‘Technical Committee

§ The technical group held committee meetings TWednesday afternoon

i (February 25), Thursday morning, and Thursday afterncon (February 26) dur-
' ing which time the Swiss group outlined in some detail the problems which
they desire to have resolved. in connectlon mlﬁh their further operatlons
with respect tc blocked funds.’

oo 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. Exten31on of time for prcce531ng applicatlons on file with the uw1ss
I Compensatlon Office.as of. June lst

E
\

( SWlSS comment: The Swiss pointed. out that they have been pursuing
the following procedurs in connection with the. handllng of appllcatlons 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 Conpensatlon Office conducts
the entire 1nvest1gat10n. ‘

In cases where the accounts are held through Swiss banks the major part
of the investigative process in comnnection 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 investigavive work with respect to the clients accounts.
Accordingly, it was pointed out that the banks could not under present pro-
‘cedures complete all thelr &ctlon on their. clxean accounus by June 1lst and
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.therefore could not have these aapllcatlons on file with the Swiss Compensa-
tion Office by that date. waever, 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 1st.

If the SW1ss adopt the procedure of filing immediately with the Swiss
Compensation Office applications for the cértification 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 1st deadline in accordancewith the existing Ceneral License !
No. 95 procedure it is estimated that the Swiss would require at least four

months beyond June 1st to complete action on these applications. This estimate

is based on the following: Beginning March lst it will take about two weeks

for the banks to file with thé. 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 approx1mately two weeks

to clear the last of the applications out of Sw1tzerland and have them irn the

hands of the American custodian of the assets. A -

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 w1thdrawals or changes in the assets will
become inoperative. would not prej judice an arrangement on this subject of
the tlme extension. , . ‘

Secondly, it was pointed out to the Swiss that any extension . of tlme, if
granted, would apply only to applications inwolving 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 persen.

B. Authorization to certify following categories of funds

1. Funds blocked as Gexrman and Japanese but owned by:
- (a) - Swiss pérsons in~those areas

(b) MNon-Swiss persons (other than German and- Japanese) in those
areas holding thelr funds through Sw1tzerland

(e) ,11A persons who reacqnzre Swiss citlzenshlp and Swiss residence

American comment: In cormection with this request the State Depart—
nment representatives pointed out that the status of German and Japanese assets
was still unresolved. Under the circumstances this CGovermment could not make
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any speclal exception on behalf of the category of persons 1n'wh1ch ‘the Sw1ss
were interested. Moreover, it was indicated that Foreign Funds Control was
not even taking any action on the funds of Amerlcan citizens who may still be
re51d1ng 1n thesé areas. .

2. FUnds blocked as Bulgarlan, Rumanlani_and Hungarlan funds but

o wned 92 !

(a)‘ Swiss persons in those areas.

(b)‘.anwSW1ss persons (other than Bulgarian, Rumanlan, and
.. - Huangarian) in those areas holding their funds through
SW1tzerland 4 »

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

+ 3. Punds blocked as Spanish, Portuguese, andAYugoslavian funds ”
~ but owned by

= (a) Sw1ss persons?in those areas

{v) Non—Swmss persons (other than Spanlsh Portugnese and
I Yugoslavian) in those areas.

Amerlcan comment- Acaln the State Department 1nd1cated that this
‘governwent had not yet set up a procedure for handling the 'Spanish, ortunuese,
. and Yugoslavian assets.  Under these circumstances it did not see how any
special authorization could be given to the Swiss to act on c ases 1nvolv1ng
assets blocked in the hames of res1dents ‘of - these countrles.

‘A. Funds blocked as- Sw1ss and as another General Llcense No. 95
’country but owned by' ‘ . .

- (a) Sw1ss cltizens in those other countrles

(b) Swiss companles more tnan 25% owned by sharehalders in
' those other countries :

-~ {e) Swwss beneflclarles of income from trusts created by
‘ persons 1n other 95- countrles

311455
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‘Swiss comment* Flrst the Sw1ss pointed out that they'would like
very much to be able to certlfy 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
Government's interest in protecting Swiss citizens residing abroad, who
actually must reside abroad because of the limited possibilities Wlthin
Switzerland, from the mobilization and tax decrees of these foreign govern-
ments. They did point out that the French Covernment to date is not mobiliz-
ing the assets of non~French citizens 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 magorlty 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. wouwld like

- to certify without reference to cross-certification on the understanding, of
course, that this information would not: be given to dny other govermment.
Moreover, 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 Sw1ss in foreign countries are obtalnlng from
Swiss consulates, etc., in those areas.

Secondly; the Sw1ss 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 nati ionality for purposes of. our certifica-
tion arrangements. There was.no possibility that this principle could be
modified so that actually 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 intercustedial issues which
could not be resolved by thls group.

Co ngposmtion of problem cases

L. Owiss de51re to certify Swiss companies where beneficial owners
.of a Swiss company cannot be located

Amerlcan comment. First, it was suggested to the Swiss that they
mlght 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. Familyifoundation-casesﬁ

: 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 basis. There did not appear to be any reason why this procedure
could not be followed in the future.

3.' Swiss assets held‘through German banis

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. S BN

4. Cases whlch Swiss cannot certify without grlor consultatlon
with Forelgn funds Control

American comment: Forelgn Funds Control indicated that 11 cases were
. submitted to the Swiss Compensation Office 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 80
that they can be resolved as soon as possible.

5. Bulgarlan,‘Rmnanman, and Hungarian persons permanently
_.outside those areas but in Switzerland temporarily

: fmerican comment: To meet their tempofary difficulties we are
prepared to authorize living expense;allowances up to $1,000 a month, plus
travellng expenses., Accordlngly, there. should be no immediate hardship.

D ‘Application 01 General license 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,

it g
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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,

E. Authorization to certify liens acquired ag;inst French assebs
after the French freezing but before the Swiss freezing

American comment: It was indicated that we could not recognize the
effectiveness of changes in French accounts after the French freezing Wmthout
there having been a Treasury llcense.

| Reme

cc: Southard, Arnolcx m ,chwart,z, Qalns, Met,zger (State), Sham (0.A. P.)
Rwﬂlnqon (quls), and Ostrow (Bern)
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, ?unda Centml ds.pot.a foreign ox

Speeoh %o be. as}.imad by arv&n As Schmidt, Amng Director, Foreign ?‘xmda
Gontrol. before the Thirty-Pirst Nationsl Foreign Trade Convmtian. Hotel
mexmh Hew York City, Cotober 3, 1944 -

Ao the militayy sttuntion hag w@msudﬁunk Poreign Funds
Contwol have bewn.giving inorensing sttention to the problems Suvolved -
.‘m liﬂ&ng m freasing controls. - Within the office, this has come to be

. k:mm as the “Mws@&n& problem.™. I shall net.try at:this time Lo givo

a ﬂpﬁauedxgmm;@p&atm ﬁmm;@ﬂ”ﬁtl:ﬂ:ﬁﬁm:awMig Job: hnt
ahall attenpt, ra%w.tain&m%thasmml frose:of rsfermewmhin
which the @emm oporations st bo. conduoteds <. R
I mﬁghﬁ bﬂg:‘mbymnmg m Mﬁm to tho Laot: thet Pepsign:
-contml-a»-in:»sbav :

ry: agnse dn:.

which the m)‘.&axuma. At prenm this &avm% ‘axeyeises: 0. eoml

over . foraima oxchange mmotsms B8 aueh. -Pop- W, Mim are:
porfaotly free to: w«r funds, watwut it or: ucma, to..Canade; the

_ United Xingdom, Lotin ‘%ﬂﬂﬁwm‘ t%ther unblogsked countyries. Poreign Punda
" controla, m@mhﬂy %o mmﬁammmmoﬁmﬁth

or.on bakalf of persons located in blocked cowntries, ave concerned.nob. ..
ﬂtb?sirvrq&m»wsaina;;éut;ur mhqk,.. Sags: of foresgn eima:bwmw b

m&wxmwiaingwaat‘mm.m Mdnmm ‘purpose . is to. -

guard ogainat. i‘inancm mnmoﬁtm mntxwy o tmr mrm Meraata.
The. ?we’.gn Funds. mtwla mﬂ henoe be. rw B mmwontrulc. and ‘

R (oan’ ,uwa;m;&h;at ,M’-sﬁ%n :.-;tha;.:mtm&ms aof m&mmw'bb %

rolax and ﬁ.mimtath@m rapidly as.can be done.conslatent-with the. .
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pmtmt&ou of American mmm inﬁamﬁs anﬁ the mpletm -of chm
Funds 'Control 's wartine abjeuﬁvaa. N N B A N O X

© “The typeo of prohlems tint arise in ‘comnestion with tho 14fting
of tha ecntrole-over the assets of the blocked countries:oan:bo most
clearly: v&maliaed 45 soxmsotion: thh the types of countries to uhich ‘&h@y

relateo: md the gmpeaa for which: they wers. eumma.

mwzasmmmmmmgmmmwmmm

mya for-purposes; of wm«»mmmmedmmmmm i
 three-general eatsgorles. The first: eategory consista of those: mmxy
”mrmtrion which: M ‘boun. ocoupled by tho Axiss . Wplea of:such: gountries

aroSorway,. Holland;: mm -and- F‘ume m amn& catom mnsuta ai‘
countrics aunh o Qernany - and Jamwhiahbuongnﬂ to:the Axla m&moh

‘mmma way againgt:the- mw Btatess We wrww thma.sm

countrios. “Iute the third category:say:be placed:tho Furopesn neutrals

which, until- just. weamtly: ware wronnded by Axiw might, mmw: Fortugal,

spain. Bweden, m Mt&wlm‘ GE R smepden g ca i s ten et ot
qusmawuwmmnm thamurmocmywd

sountrioss Aam oy yeanll, ~"é1tz‘mss«to- emammma& :.rtimtszﬁ!w frwaing{ :
control ‘was first applied. ?ureﬁan Punds - Contral-was ‘Ansugurated: in’April

- 1840, ‘ot ‘whick time the funds of Em and- Denmark wers frosen;. s!mmy
| Wmimmofmmwumnmbyﬁm +As. 8dditional -

countries »-.-.wa;wmptod by the. -mi«wﬂwmﬁm cantrols werv extended . :
to tbn aasm oft them -socupled mmm - Vidth th mmian of‘ ﬁhim.

. wh&ch 488" am'mns tm or onsa; the: ccoupiu camtts.m hmm boen-under..
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the mmmptun ﬁf trado-and f‘&mai&l mﬂm w&th t!w lihar&tad
~ wmtriaa. while mamm Anerim h&hka and finaneial: mmtm the
' mm prom%aa againgt. suit W confliaoting claims.. It mﬂ gsrmt
 tho newly eriginating bom £1de instructions to be veadily donored vhile -
proventing the. w«em of: zmwm ariginating wnder duress er
designed to- p&m funds: in hiding: fw ‘the. pnssm s af the: Axo }aa.em-a..
X6 mist afford. Auert oun- crodi tars. an oppOFtuRLty. for contacting their
aebﬁora bmmmmmma&wra have inthia Wmﬁw—»
fwed mmmm nm provide mm:mmmmm
1mmm\m of ‘aasots hald within: m» country. bs' o Mas Woug,h
cloaks of finsnotal. institutions. within the cooupled. countries end the
wm’agamm of gush funds for ul tizate diamim 68 erieny ma&a. -
short, it mst mvida for- mmzywmmm period. uf my
nampatmatu mmwmmmmmwmmorm
controls without: Mﬁm the W cb,jwsives ‘of the froszing program.
+Zhe nethods hyub;teh thew a%jaoﬁim way be: moamyuawﬁ WAY
vary: mmwmmm. 10 nok: pmwﬁ as, this: ire to mmw
the methods’ to bte used to nohiove: m datnostm ohdm&m; - mlght
yamtmxa. ‘houevers: wmgm l&m mwawm
Control -have amaé; rozariably well as:instrunsats designed wm»zy \
'mummuaawmemmw”»mmmam |
trontuant $he transactions of & problen aheraoters It is expested that
this-sane approsch may beiused to adventage 14 the. dafrosting pry
'aa applisd to:frimdly. W@s vhich have heen aaoup
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Lk m mw izm our umntien to tha wumea felling in

o miy. the m mm:rs.ea. The wnmla were mm
e these countries during tma am&r of 1941 in ordor %o aontrol the use
‘ | | ba%ng ‘uade by suph tmmm'aa or ﬁhﬁted S‘Baw ﬁmaom f‘ad&.&tiea and

| of thelr adsata witm this eountry m'tgmuy appned 64 4 Deagure or
| mmie P V

of ‘ans o &N of m bisdd Gonadder

| T tom valug’ or the assete Held within the Toited States by
p i ( GrisANY, IMY. JEP‘“:
red to dats iy roaghly m.:m.m. B0t wﬁnﬁiﬂg thoe
med pateits. * In somparison, ‘sosats of imerican éltisens

mem«mm coutityids mmwaw txx‘"*»y at m.m.ew.w. o approximately
- fowr emas the valte ai' w asests in this country. Thews flgures are
ot tho geniaus of Porolgn-cuned property in the United States |

51961 and tho vansas of Anerican~ S
ovnod” wpw in famsu mwtriea *wm w of W 1943. As thoan
figures indioits, tho plin which Lo’ somitinés suggested of eliply ustng -
the’ enony Hesets €0 pay olains of w&m oitizens agalnst many csuntries

em umlved mmnki.ng ‘suth &

viluo of
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sata fwk ‘that wum w&mw.»
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atry are Wywxan ) hmmaf Anoricen.private .
' W the w wunwiaau ;?Mw f&wﬁe do mﬁ ;W i.nfa

of their losses. . 10 many. mmu ,,: 1
muldmw mmm@smumymmﬁmmw ﬁm Wm
in: ew &mtamae mﬁm awm By be: -doatroyed or. othsmisa

mew‘

g the. mt af W,M Wﬁ

mﬁeﬂaﬂ zn ma mﬁﬁ.ﬂn &s She. Wﬁv tsf mmlv}.ng m-h wa bave, ..
coms %o refer to, a8 &;e Poonfiictd

randw wr@mmm 5 xe ia onxy afm m Wﬁa of hostilities,. . ...
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wmw 'ﬁ‘mﬁ the- ‘swfﬁt Corporation & has bm wmbyimmﬁpsm;f e
mwm of m m;w Howegwor, - the dollar and awuy Mamw -
held ws.thfm ths: m%ﬁ Gtates by this. me be. mmé m T

 Gevaan wder tho Foreign Punds Oontvol vegilations. . fma, ot e wm
sum and-the Briﬁah Gcmta would ‘have @amm m m&nﬂs
these: fyosen uma. Ve w.@at BIGUNS - ;mrtshw Ahat tho mmﬁan 2T R
zamwm, m&m&mwawmmmwwm
are. phyndoally: imw in Canada, - This miaas ﬁn eg%atm we’ tn Wﬁsﬁr »»»»»
the. Canadinn. Gow onY . oon aledsm tho, bonda. by virtus. of- wmuam of
tho physieal W&ﬂw or: wkam tha:? -89, 4o tho British Gommt wheire
Wmatm mmagwmz mmmﬁaﬁm aftm MWWM
Canada, ways: of. Fosolving these, contiiating oustodial. problemas ;v ..
' . Lot us, pow oonalder. tho nsuteal, mmm whioh we have placed.
. Tao, Eyessing contrals were sppliedto these countries
‘in ordsr. %o pm?mt then fron being used: As, olouks fm’ oarrying out Axis
tranagstions which might not ba effected L7 the truo faots were Jmowi,
Singe the. M« 0£.1940, shortly after they were txmm 8 ’  wrel lmm;sn
tanding wwmma finanofal trausactions on bel £
nationnls of eaoh of thase, muaméa. . Througho care the bulk ¢

. has been, a;,_ :

Mm Yo, !m mv %ﬁh .'m 13?#5“5 'ﬁ&? ?umﬁ.gu ﬁm
- controls. w Lhe mmg hold lu thie mﬁ-y h&’ persong oud institutions
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nl sountrias L that of identifying and segregating oassts
: mﬁ by our. mies. T R I e

axlitions. of world qu Ag part ot Ma m Aubstentisl ampunts
of -asaets were: sooroted mmm mmaw the rmhe#mieﬁ

controles Avamulating 6videnos 1w indloates that. tho. Nasts bave- inproved
‘upon and ave perfesting. the bechniques suscensfully adoyted by tho. -

militariots after Horld Far ¥, - aymmtma.:masmm |
mﬁmﬁhwWﬂmWw&%&;W«Wymm ) |

or: mam o mm Suture -sourcse of z:mm. Paoilities are being
asouflage futive finsuslal operations for, the yurpase.of

‘iﬁmm#mg m& Wﬁg -y ymltiw. wn&&a. o pestriotions im&nsaﬁ
‘upen & defoated Gormany by the United Ham zum@iﬁm of ‘the..-
fmporancg of this: ‘problen, the Mwﬁ Hatlavis: k&mm and ‘Pinaneial

“Conforence 4t 3 ,

neutral ‘couitries t codperate mwmgwiﬁh thin muw. PR TT a}.m
that one ‘of the £irsd ‘

that asoeta held “Wmmwmwwm ey ahaumbe released
W"y basause thoy were hald thréugh clouks in neutrel cowntrics. -

;808 of ‘controls te whteh 3 would 1iks briafly to

refor $1e6 inivathis m&yﬂm ‘the' problen :jwt. mwman -connestion

- mththa stral - govnty m. ‘Théae m the- WW wmmla wu- tho



http:WO._ci1UR~."coma.t1

2 RG AL -
Entry .
v | File F?Ccﬁ?g%w\m{{

wBox 45

) mp&mﬁm siﬁh & progrea Wed by t:ha mﬁm comiam for the
| rmﬁwtﬁ.an ‘and Salvage of wm«: and Iﬁu‘tmvic Momiménts in Rer &rm;
| :ﬁmm ¢m€ra18 wire reosntly exanwaa to objedta of art. The priw'x
jeutive’ far the estatilisimant of those dontrols wae to prevent the
& tiagkot of nsaets looted by the suvador in the' eanuptea
csuntrivas - It 46 Mo thot d61Lar seowitiee aind dollar mm
Anto pubstantial figures were held in the’ cewyiad u o8 prier W the
@W W# W ok ﬂﬁ hy m B Qi el it et S‘m’aim
oxchange; these J66ted Gancts would have served o mm the oneny's
vy ofLarti m Yooted ansets m. of ourse, m bo vaghed in W
| 'wmﬁ.ﬂa for use by m !Mﬁarn and My oﬁ‘ﬁeﬂ;ﬂa who BanAge to &am
w the defented Axte sountrtos. o
By' ity fmport mnmla. wgplmmﬁ&d by a‘ﬁkw M&ivw mmw. ”
Foreign Punds Control has oporeted to drive am the m aarket valus
of leoted amwcy aﬂd murt.ﬁiea and to imame wima abmxas to ﬂw
liquidation of tlese valuables. Should the uport mma be simply
 rouoved in the near future, 16 i ovidat that the Tnited Staten wuld
provide the best market for the Wicet. Sugh.& step would not omly
- enhance the velus of this matorisl prosestly in tho possession of Axis

cloalks and black market oparatora, but wwm amm expose American |
finanotal Luterests to the eonflioting claims which would arise in dealing
wi%h losted property. Whils avery mwrmx be made to wlaa these

controls as rm&y as paaaima. it 18 expooted that their mw&s
elimimtion can mopt satiofastorily be sffedted in ccunapbion
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W Treatuent of Ue.S. Claimants.

Liftingrtho ‘froé;zing contrel rust be approached from the
standpeint of the protectionhfr those A.mex;ican credltofs vh§ Vhave
cln.i;ma againat the 11he£a.ted coimtry in question or ;ts ngt;onals;
Foreign Funds Contrel has. caneist"ent]y. denil.‘_eé. these creditors the

privilegé of effecting collection out of the frozen assets of an

eneny invaded country or its nationals.

It 1a felt that any lifting of the freezing contrel sheuld
be se arranged and timed so as to give U,S, claimants the epportunity

before the 1ifting to collect their claims against nationals of the

country involved from any assets $“°h specific nationals have in

thie country.

Before the lifting o,f the freezing contrc;l Yt@ﬂld; take place
it is expe.cte& to give widwapﬁad p@licity to s'c;ch prospective
1lifting. : Th1§ ~;dmce na;:lce would be given at ‘»"such Y time 80 a8 to
pr§vide Anmerican claimants with a rea.;;anable o@grttﬁity to cemmuni;:ate

with their debtors to arrsnge amicable settlements of claims, er

to bring suit, or to take any steps to protect their interests,
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‘ ce;iitrol a.rrangemenfsi should ie made :ao 'thatvwhére 1‘;he ertof of
the lib’ezfatsd‘ c:éuntry involved does ?‘not ha%e asééts in the ’I;.Sa
%o cover American cmdi‘t;rs, but l;afe 'g&e?ﬁate assets loc&t?d in
the comfry invoived, such ;iebtor shall haye made .avails;ble to .
hi;m deilar _exch@go by theV libara.tegi.' gevermont tb facil;tate -

the effecting'of .payrgent.
In this ‘t:;’rpe of cas; it §auld soemﬁ'd.esirabl‘g,te. take care

of the problem by an agreement with the government involved

: " whereby payment by such debtor from his assets in the liberated

;ouﬁtry to Ame.x;ican c;fedii;ors lwill be fa'.cilita.ted.- In other words, .,
that the government of Ath}e area concerned &auld agree- ffo make - |
‘dellar exch;nge gyailgblé to U.S. c_igimax;es in mept of any boﬁa
fide pre~war obligation, tjhe.payment: of which ig'made. o? tendered
by'm.v lde'btor in such foré;gn countnrt.'

'In the‘l’ight'of thg nee’@ méntio:ned. above ef‘ these‘gevémments ‘

for dellar assete 1t is understandable that this agreement would

i
1
}
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available for the effecting of any ca',p'ité.l transfers. ?;'ith o Lo

o R : il
respect to capital transfers it would seem reasonable thet U.S. 1
claimaiite shall be given righte which shall be no worse than those f
: enjoyed by the residents of any other countriess . .
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Treatment of porsons 10ﬂated w1th1n enemy—occupled areasz
- Protection of their TlﬂhtSs .

Inlconsidering the quéétioa of liftigg‘the freeziﬁg
control we must also be coﬁcerned with the protection of -persons
who havé assets in this couﬁtryfgﬁd whpsevclaims or rights with
respect to such,ésséts may ﬁot”§e knowﬁ*to:the control, This

- factor is one of the most basic, inasmuch as the control was

originally instituted for the protection of the assets of the

invaded countries and their naticnals which were located in

the U.S., by the broad device of prohibiting, during the emer-

%

Ao AT tmg Y |

gency, transactions affecting their interests when such trans-

A N A £ S

actions would also involve participation in wvarying degrees by

the enemy. FFC has maintained protective control over the assets

of persons in such éituations by refusing to allwathe payment

H

of claims in cases where a suggested enemy interest has been

possibles

T kit o e
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the occupied countries will have been forced to “sell" or
"give" their assets by executing transfers, giving pay orders, = il

powers of attorney and the like. Ah? lifting of the freezing

*

t

control that does not make provision for a continuance of this

I

: protection, that is, for an arrangement which would prevent the

completion of any such forced "salas" or tgifts", would play
into the hands of the persons at whom the whole program of .

FFC was directed. On the other hand, the reopsning of commu-

nications will unquestio&a&ly'bring many legitimate applications

-for retroactive licensesa = - : N : ¥

|

o
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It is reasonable to assumé that many nationals of : E
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\' Determination of enemy interest:. Conflicting custodian problem.

Befare we 1ift the freezing control with respect to any
a_;sséts thajt_ha.ve been b;ocked a8 non-enemy, that is, have been
blocked as neutral or under the deeignation of one of the eneny
occupied countries, we would want te be certain that none of |

: . ‘ |
these assets bears that the taint of enemy interest. b
- .1t is obviocus w: that we would not consider altering the :

present freezing control with ;’eépe,ct ilarenem'r frozen assets in the

UeSo until the matter of its disposition has been determined. -

' .
[N . '
t

3

by
B

W

It would follew that we have a respongibility not to give up

any righte of this Government with respect to enemy assets which

xS AL R A e BT T

ere clogked in the mmuk neutral countries or in the enemy

E occupled countries. ‘

The apolntment of an A.P.C. to vest enemy-ewned assets :

within the U«S. hae é.le_a:?ly established an overall Bovernment ! §

velicy of taking title te cértafin‘ types of property. While to date l '

the vesting of certain blocked sssete has not been deemedf ReCcessary, i Q

the problem of searching out enemy-ewned assets masquerading in Vo

|

} |

i

% !
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umm cerpérations and namea’: and amni‘gﬁs ;cceunta, remaingo
Gz;anted. t’his dacj.:sieﬁ,not to‘giv'e up any such righte of thié
Gove mment the questieg ‘Qﬂ.cémot; oh!o ‘.of deciding -the ‘mechanigcs for
protécti!;.g the posi;t:lox; of 4\;he Gév‘ernmpnﬁ‘ with r_eépg’ct to any a.sggtu
me &%‘e found te be ‘enenw.;ownede' Froﬁ an #dmigistrétive ppin;t of
view whatever the mechanics ;deptéd the following standard§ must
be met: That the 1lifting of the’ ?’reezing contrel net take an

unreasonably leng time to be completed, and that the rights

/ ’ of this Government are reserved and protected with respect to any

TR Ty

i St it il

asset the control of which has 'b,éen 1ifted and in which asset an

eneny interest is found subsequent to the lifting.

We believe that the prograni for releasing foreign exchange

assets to the 1iqut§d aréaé- inué; ~b§ initiated without prior
settlement of tllle enémy pr@pez;tyique‘stion. With this. o?er-rid;ing
sbjective in mind,it wmlé~ seen Qéez;miblgt that sn arrangemént ve
entered into‘ uhéreby, | should an‘yfa.seetg which are Lre'loa.sed to a ’
liberate_d afea Véevc;rmnerit, :59 aubaequs#tly found to ﬁontétn iml
eneny mteres‘t.‘; such liberaﬁéfi g;;'ea gcvernme#j would i'cé*hum such

asset to this Government or hold it available for disposition in

H

4
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to enemy-ewned aeéets.
The problemﬁof enemy assets is to see to it that they will

'

:
»

‘be held available pending determination as to their ultimate

disposition,
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‘Following the collapse of Germeny and the cessation of hostnities in Europe
there will undoubtedly be strong diplomatic. pressure by the European neutral countries
to 1ift the freezing controls in respect to their assets in and transactions with the

" United States. It seems probable that the strongest pressure of this nature will be

exerted in respect to Swiss assets. It aeems equally clear that in res:peot to the
E'aropean neutrals the problem of greatost magnitude end importance wl 1 D
nection with assets in and tra.nsa.ctiona with the 'Gnited Sta.tes of Swias nationals.

It 1s well known that the Bwiss Gavemmant and Gentral Bank have declined, with
only infreqnent minor exceptions, to certify transactions under the Swiss general
1icense, other than transactions for government account. Up to the present the
Swisse have declined to avold tha restrictione imposed on security transactions by
General Ruling No. 17, by appropriate certification under the Swiss general license.
The Swiss have explained this refusal primsrily on the grounds of the magnitude of
the problem dnvolved and. their manpower shortage due to mnitary mobilization, ete.

To minimize the prcapect of 2 complete llfting of freehing eontrola in respect
to Swiss assets and transactions, due to successful diplomatic pressure, not only
in respect to those types vhich we would have no obJection to being lifted out of the
freezing controls but also those types which we feel should continue to be subject

- to freezing oontrola i‘or gome further period of time (such as assets in which .there
is an interest of an enemy or possibly am ocoupled country national) it ia felt
- desirable to indicate mow to the Swiss the probable gsneral nature of our controle

following the cessation of hostilities in Zurope, and the general pelicies which this
Department now feels disposed to follow at that time in respect to Swies transactions
and. agsets. This would be in ascord with similar general m&ications, during the
latter part of 1943 and the early months of 1944, of Treasury attitu&a toward the
use by reestahlished recognized governments 1n the Iiberated areas of assets within
the United States owned by nationals of such countries. (In this connection, sece
memoranda dated eetober 14, 1943, Hovember 2, 1943, November 4, 1943, December 10,
1943, December 20, 1943, January 20, 1944.) ' "An ancillary consideration that ‘should
be kept in mind is that fallure to take prompt and reasonable action in respect to
facilitating non-objectionsble dollar transactions following the cessation of .
hostilities in Europe will have a strong tendency to drive the’ han&ling -of inter-
national trade and financial operations away from our dollar facilities toward
direct or other tr,j__ ngular channels to the detriment of our na’eional 1nterests.

Acoordingly. 3.1: 1a suggeated. as & basis for further diaeusaion. that consmera-
tion be given now. to a&vising the Swiss at an early date that following the cessation
of hostilities in mrope it is presently the intention of Treasury to remove from
the prohibitions of the freezing controle those assets within the United States

 dblocked only as Swiss and in respect to which neither we nor the holders thereof
‘have any womtien mdic@ting an interest therein of a bdlocked national other

than Swiss (or possibly of a Swiss and European neutral or person in & blocked

‘country in the Generally Licensed Trade Area), after the Swiss Government or

Central Bank, or other appropriate government agency, has certified that such

_assets are owned beneficially only by Swiss (or more broadly as indicated above).
.One method of effeating thie general result would be to designate the sccounts in
‘which such assets are held, following approprzata certification by the Svias.

the accounts of generally licensed nationals. Ooncurrently, Switzerland (and the

_other European neutra.la) ‘would be’ mdudad ina general license similar to Gemeral

311178


http:Gener8J.lT
http:followS.D4
http:B:al~1'0.17

>. “;“mwwﬁi | T ECLASOIFIED  Entry I
o : ; oy 1 File o ﬁpsmr\p\ ep(e \
o i } ol Y i .
‘i :}MHAF‘A Da\eL.i_ ,’ E|BOX~» q- D
. e _mi e . ‘. . ,A.I;qu!.mu ; R ﬁ‘ - -M B " ’\! ~ - \L—A Iﬂ

o e pmnrmam e

‘_,3“_

H

License No. 53 uhwh \ronla permit trade tmsaatiana with the United St&tee and
with cemtries vithin the Generally Iicensed Trade Area. provided such transactions

. were effaoted thmugh accounts appropriately certified as indicated above. This
procedure would have the sffect of removing from our aénirols most trade trans-

" actions of a aatisfmtory nature, and release, after certification, those accounts
in the United States from freészing resirictions in respect to which by that time
we would have but little significant interest. TFor remittance purposes, accounts
of banking institutions in Switzerland, so certified by the Swise, would be dsemed
to be bdlocked accounts for the purposes of General Licenses No. 32 and 33, and any
other appropriate gemeral licenses (prasmbly General License Fo. 1 and posaibly
General License No. 72, ete.)

Coupled :with’ this m@hb be the prior step af directing the transfor of all
‘wnidentified and uncertiffed (pursuant to General Ruling No. 17) balances and
securitiee held in Bwiss blocked accounts to General Ruling No. 6 accmmts and
the concurrent revacation of General Ruling Ho. 17. ,

It 1s felt that indicating to the Swi.ss nov our attitude toward purely Svisa
assets and transactions following the cessation of hostilities im Furope, and the
procedures by which relative freedoin:from our freezing controls could be obtained,
would %0 a substantial extemnt daﬂate potential Swiss diplomati.c pressure to 1ift
all our controls in respect to all asagts held here’ nominally or banaficially
in Swiss names, and prevent the Swiss from raleing at a later and possibly
inconvenient date manpower ahortage. maenvenienca. or aialike of prooed.nre. 8tc.

It 1s felt that the freezing oontrol pro‘blom in this general respect 1s
primarily with the Swiss and that any agreed on approach should first be maede to

them. Following such disgussions with the Swiss and in the light of developments
therefrom, similar discussions could be had \dth othar Earopaan nantra.ls. .

A_..‘!;I;lé?oi o \

‘ 1 . ’ g

L

L B!essrs. Pehle, Schmidt, Richard.a. R.Schwartz. mefor&, Alk, Hosciﬂtz, Glasner.
' Hsher, Bannett, Day, Blake, J.C. Jones.

AFox:rd  7-15-44

-
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October fn.é;. 1943

Rr. E. M. Bernstein and 1 discussed the rolloving ma.tters with Baron
de Gruben and Ba.ran Boel, of the ’Belg!.a.n Embassy. toaay ' .

. The representa.tives of the Bolgian Government referred to the Gaumil
meeting to be held at Aflantic City beginning November 9 covering the establish-
ment of UNRA, It was pointed out o the Treasury that at such meeting the Bel-
glan Government would be asked to enter into discussions which wcmld inevitably
involve the financing of shipments of rvelief goods to Belgium. - Such goods
‘conceivebly could be financed through Lend Lease,’ ‘through a loan to be obtained
by the Belglan Governmeiit as soon as it returns to Belgium using as collateral
Belglan private asséte in the United States, or by the direct mse of 3elgian
governmental and private assets in the United States for this purpase. The

_representatives of the Belgian Government said that they felt they ought to be

in a position to know whother the Belgian blocked funds could be used for pur-
chases of goods to be shipped to Belgium. They did not raise the question with
respect to purchasss to be made before the liberation of Belgium. Baron Boel
sald that the Belglan Covernment would raise this matter at the conferernce: ﬁz
Atlantic Gity unless it was rasolvad in the maantime.

Baron Boe}. expla.inea gome of the measures which the Belgian Government
s planning to take upon the liberation of Belgium. He said that he would obtain
the permission of his Government to inform the Treasury more fully with respect
to such measures which include, (1) the calling im of all Belglan franc notes
over 100 francs, (2) the blocking of portions of all Belgian bank accounts, .
including the proceeds of surrendered currency, (3) a somewhat-disguised capital
levy, (4) a census of all Belgian assets held abroad, etc. Baron de Gruben sald
he hopad the Treasury was thinking through the problems involved in releasing .
Belglan assets at the end of the War. He was assured the Treasury was focusing :
on the soversl problems involved in dealing with such asssts. There was a 'orief_
discussion of the possibility of some form of interlocking controls betwaen the
United States and Belglum such as the arrangement with China. Baron Boel seemed . .
to be very interested in this possibility and said that if the Troasmy vas in
agreement. he would like to have a dirsctor of the Fational Bank of Belginm. which
is to serve as the Belglan exchange control, come to the United States from Lon-
don 4in order to discuss the matter with us mors fully. Baron Boel emphasiza& the
point that upon the liberation of Belglum the Belgian Government would like o
reagsure the Belgian peopls that the only financial controls remajning on Belgian
assets were those which the United Stetes was maintaining with the full approval
ef the Belgian Govemmant and as a measure of assistanae to it.

The uymsantatives of ehe Belgzian Government were assured that these
matters would receive careful consmeration by the Treasury.

(Signed) J. W, Pehle
co: E.M. Sarnstes.n, i‘a:ylor, Glasser, Imzford PaBois, . Aarons, Fox. Schmidt. Hoﬁel.

- J¥Pehleirg 10-16-43
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Hovember 2, 1943

At a conferense on November 1 with Baron Beel, Finsncial Adviser
to the Belgian Government, attended by Messrs. Pehle, Luxford, E.K. Bemstein,
Glagser, and Fox, the fcllow!.ng matters were dlscussed. ‘

1. Pursuant to Baron Boel's inquim. the mechanios of the operation
of the account in the United States of the Nationel Bank of Belgium wnder the .
existing notification license was axpla.inad. It was specifically pointed out .
that the same procedure waes applicable to both internal and external psyments
ordered by- ‘the Fational Bank of Bslgium, Baron Boel appeared entirely sa.tis-— -
fied with the explmtion and the procedure. »

: 2. In response to an mquiry prerviously nade by Baron Boel in re-
spect to the probable policy of the Treasury with respect to the use of blocked
Belglan funds withih the United States fallowing the libveration. of Belgium, i%.
was 1ndicated ‘that it was the intention of the Department to- follow & policy of
ccoperation with the Government: of Belgium, designed to facilitats the use of
such funds for the relief und other needs of Belgium, and in gereral, with COr~

 tain qualifications, the fundamental objective of our controls would be %o :
complement Belgian controls and ¢6 regulate operatisng in Belgian funds con~
siatent with the mutna.l interests of Belgim anﬁ the I’,’nitea States.

e Be Ba.ren Boel inqu&red if it might not e dasira‘nle to !mitiate
1nter—-govemmental disemsslons with a view towsrd arriving at an agreement as
to post-war policteés applicable to Belgian funds within the United States, and,
at. the same time, endeavor to devise = formula for resolving many of the mutual

- problems which will ‘confront both governments following the liberation of
Belgium. It was indicated to. Baron Boel that, while Treasury was giving ex-.
tensive thought to such matiers within the Deaartment it wvas deemed to bhe -
premature at this %time to enter into 1nt9r—govemmenta1 dlzcusaione looking

toward the signing oi’ such an, agreement. » L S

A, U, Pox

v

~co: Messrs. Pehle, .Luxfer(l.‘ E.‘H.A”Berﬁkt;em; Glasser', Sdhmidt, and Miss Eodél‘.
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* Hovember 4, 1943

' Baron de Gruben called on November 4 to discuss with Messrs. Pehle
and Fox the probablé policy of the Treasury with respect to the use of bdlocked
Belgian funds within the United States following the liberation of Belgium,
vhich subjoot had been discussed in general terms with Baron Boel, Financial

" Adviser to the Belgian Government. on November 1.

It wvas m&icate& %o Baron de Gruben that, fallowing the li‘beration
,of Belgium, i$ was the intention of the Treasury te follovw & polioy of coopera-
tion with the Government of Belgium,: designed to facilitate the use of Belglan
funds within the United States for the rellef and other needs of Belgium, and
that the Belgian Government, in making plans in respect to its financial require-
- ments in connection with UNRA, could insofar as Treasury was concerned consider
 that Belzian funds within the United Btates would de available to the Selgian
, Govamem for its relief purposes. : _ .

¥ith regard to t.he a.vailabnity to the Belgian Gonmment of Belgia.n

funds within the United States, including funds of Belgian nationals, it was

' dndicated to Baron de Gruben thet, following the liberation of Belgium and the
ectablishment of effective controls by the Belgian Government, the fundamental
objective of our controls would be to complement Belgian sontrols and re@xlate
operations in Belgian funds consistent with the mutual interests of Belgium and
the United States, and that subject to the resolving of conflicting custodial
problems and the protection of American creditors of Belgian debtors, it would
be the intention of the Treasury %o permit the tmafer of funds owned by
Belgian nationals to the effective.control of the Belgian Government and to
pernit the Belglan Government to utilxse freely such assats consistent with
the rmtual. i.nteraats of ‘both ocuntries.

§

4, U, FGI

ce: Mesers. Pehle, Luxford, B.M. Bemétei_n. Glasser, Schmidt, and Miss Hodel.
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necemher; 10 . 1943 B

'fhere was a eonference held in ny ofﬂce today a.t which the follow—

ing were present:

For the Be _},gg,an %vgmment' " - F

Pinance Minister G'ntt
Barcon de Grubemn E

¥r. muux

Mr. Gutt referred to the nonvemations whiah the Treaaury had had

.with Baron de Gruben and Baron Bosl with regsrd to the unfreezing of

Belgian assets and sald that he would like to renew these discuseions,

¥r. Gutt mentioned that in May of this year he had discussed this

question in a general way with Mr. White who had indicated that fxom a

technical point of view there was no reason why the controls of this

Government over Belg.‘w.n assets should be continued a.ftar the war, Gutt

subsoquently mentioned this to Acheson who said he was ‘in agreement.
It was then pointed, out that we had already indicated that upon the
liberation of Balgmm. and the establishment of a recognized Belgian
G-ovemment in the area, the Treasury assumed that the assets of the

Belgian Government, and of its nationalsin Belgium, woulﬁ be avallable

for appropriate Belglan uses, such as the plans of UNREA. At this peinﬁ |
we mentioned two pro’alams the Qreaam anticipated coming up at that time,

as follovs.

(1) Gértain agsets held in Beléian names will be fomd to belang

not to Belglan nationals but to Germans or other enemies, and the problem '

will have to be resolved as to whether such asrete should be mede avall-
_ able to Belgium or to the United States.

On this point Mr. Gutt said

that he recognized the prodleém and was willing, on behalf of his Govern-
ment, to enter into an agreement whereby any assets released to the ‘
Belgian Government wvhich later turned out to be German and which, accord-
ing to the pease treaty or other undertaking betwsen the mtere's,tad 8oV~
ernments, were assets to be dealt with by the United States, would dbe
turned over to the United States or replaced by assets of comparable

value. In this connection Mr. Gutt said that his Government planned to

sequester enemy assets within Belgium for the ’beneﬁt of the Belgian

state, but that creditors who have & lien on specific assets or have &

claim against spacific assets would be paid from such asseta.

(2) fhe problem of American oreditors of Belglan debtors was dis-
cussed. Mr. Gutt conceded that Amsrican creditors who had attachments

or judgments should be paid out of the at{tached funds and that he was
perfectly agreeable to any other creditors having claims against specific
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' agsets, attaching such assets. With regard: to Belgian debtors who had
no assets in the United States Mr. Gutt said that if the debtor was found
to be insolvent the Belgian Government should have no responsibility. On
the other hand, Belgisn debtors who have Belgian currency should be pro-
vided with transfer facilities to pay their American creditors. Mr. Gutt
stated categorically that his Government was willing to enter imto am |
agreement on this point (and, if necessary, to leave enough Belglan assets
in the United States to provide adequate transfer facilitles) for the pay-
ment of commercial debts owing to United States creditors, as well as to
convert into dolliars Belgian franc bank deposits held by Americans. '

At this point thére was ‘some discussion of the possidility of the
controls of the United States being modified in such a way as to be
ancillary to the controls to be set up by the Belgian Government.

Mr. Ansiaux described the controls which the Belglan Government is en~.
visaging snd said that it was intended that the Belgian Government would
impose immediately very strict and broad exchange comtrols which would
require all Belgians to report their foreign exchange assets (as well as
all thelr assets in Belgium) to the Belgian Government; and all foreign
exchange transactions would be prohibited, except with the approval of
the Hationa) Bank ‘of Belgium which would manage the exchange controls.
- Later, it vas envisaged, the five or six largest banks in Belgium would
be allowed to act as foreign exchange doalers on behalf of the Hatiomal.
- Bank, Mr. Ansiaux indicated that the Belgian exchange controls would be
used for monetary, financial, economic and political purposes, including
within the political purposes the .function of preventing trade with the
eneny .. . . g i : '

: * i o
There ‘was. some discussion of the Treasury's lesuing licenses = .
‘able to'the licenses issued ih connection with Belgi.m Son.g‘g,:,‘_ Sl
traneactions. Such licenses would permit the assets of persens and ..
snetitutions in Belgium to be ‘traneferred to the Fational Bank and would . .
assets held by the Hational Bank to be froely disposed of. It was =
made clear to Mr. Gutt, however, that the Freasury representatives were.
merel y ‘expressing their views as to what course of action would be taken
and were not attempting to commit the Treasury, either as to what extent.
' our dontrols womldchbe liffed or to continuing supplementary comtrole. =~
With regard %o Bélgisn business enterprises operating in the United States,
1t wag indicated that one approach would be to give the Belgian Govern- -
pent. & list of such enterprises and to issue general licenses to these .. . -
enterprises recommended by the Belglan Govermment. With regard to Belgiam -
citizens residing outsids of Belgium, it was indicated that except with. =.-
regard to persons against vhom there was evidence of an unsatisfactory

character, this Government would probadly not be willing to requiretha ;_
approval of the Belgian Government defore releasing, but at that point »
would treat the Belgian nationals residing in Hexico, for example, just

as other nationals of Mexico.

311184


http:l;1.cen,.ai8a~(\.in
http:exchU.ge
http:exchaD.ge
http:t'hlttaa.td

‘ G 1Al
P wu~~w‘§‘é" Y bt g i wren : ety R(J )
e

v

REPRODUCEUATTH NAT\’)"“-A ‘ : ’. . DECLASS‘HED . g Entry '
AR {;NMIMﬂﬁﬁﬂaz ;FMe;”Q%%ngm |
[ ‘ e Box _2'5 _

Baron de Gruba pressed for a written agreement by the Treasury on
the points discussed. We pointed:out:that:while we had been glad to
indicate our viewe and the Treadury:policy:in.such matters as we knew
it, a written agreement, which must necessarily envisage a host of
different hypothetical situations, would lnvariably contain all msnner
of conditions and stipulations. We alse indicated that reparing» guch
an agreement would be very time~sonsuming. Mr. Gutt seemed to ‘be

. sympathetic with the Treasury's position. . . ’

'

(Signed) 'J. ¥, Pehle

T
&
i

R

'

f

mme:rg " 12-11-43
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me DEPARTMENT .
Inter Gfﬂce Communication

" Date = December 20, 1943

p (o Mr. Pehle

FRGM  Mr. White
- /3 EW

I have read the report of the conference held in your office
on Becem’ber 10, 1943 with the representatives of the Belgim Government.
I, as you know, an in complete accord with your views as expressed at
that conference. EHowever, I want to correct what appears to be a mis-
understanding or misrepresentation of the expression of my views to
Fipance Minister Gutt as described by him to you according to your
account. I am taking this way of ‘calling it to your ..ttentisn so the
record shall Ye perfectly clear. In discussing this matter sometime
ago with Mr. Gutt, and in other discussions with representatives of
ather Exiled Governments, I have always ta.ken the posltion wheén the
question was raised by them as to the wnfreezing of their assets in
'this country that the funds were not frogzen for monetery reasons in
the sense that it was not that we lacked gold. or foreign exchange
resources or feared in any way any drain of smch resources, Nor, .
after the war in the formulation of a decision as to the time of the
unfreezing of these belances would monstary considerations play a roley
In the ppstwar periocd we would bse happy to see them withdraw their
_balances. as rapidly as they could.: There remainea however, political
considerations and questions of claims and comterclaims which obviously
no one was in & position to appraise at this time and vhich might delay
or modify a complete unfreezing of funds in this-gountry. I added that .
it vas my Judgment that friendly governments would have ro trouble efter
the war to obtain needsd portions of their dollar or gold balances hore.
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MINORANDUM FOR THE FILES
July 13, 1944

' ﬁ‘onwing the collapse of Eerw and the cessation of hcstilittas in Enrope
there will undoubtedly be strong diplomatic pressurs by the Buropean meutral cowntries
to 1ift the freesing controls in respeat to their assets in and transasctions with the
United States, It scoms prodbadle thad the strongest pressure of thies natwre will be
exerted in respect to Svies ascets, It sesms equally clear that in respect o the
Buropean noutrale the prodlem of greatest magnitude and importamse will be in con-
neotion with assets in and transsctions with tho United States of Swisn nationals.

It &s wu known that the Swi.w @mnmm am?. Sentral Bank have deelined, wuh
only infrequent minor exceptions, to certify transactions under the Swise general
licemse, other than tromsastions for goveranent sccount., Up to the present the
Swise have deslined to avoid the restristions imposed on sesurity transastions by
General Ruling NHo. 17, by appropriste aartifiontion mder the Swise gemeral license.
The Swiss have explained this refusa) primarily on the grounds of the magnitude of

: ﬁw problm involved and thelr manpover mnase due to military mobilization, ets.

To minimize the prospest of a aomplete lifting of freezing controls in mpeﬂ
to Svies agsets and transactione, dus to suscenuful Aiplomatie pressure, not only
in respest to those types which we would have no cbjection to being lifted out of the
fresging controles but aleo thoue typee which ve feol should sontinus to be sublect
to freezing contyols for some further period ‘of $ine (ewch as assets in which thero
is an interest of en emexy or possibly an couwpled country national), it is feld
desirabdle to indicate mow $¢ the Sviss the probable genersl nature of our ammu
folloving the cessation 6f hostilities in Burope, and the general policies which this
Dopartment nov feols disposed to follow at that time in resscsst to Swise transactions
and assets. This would be in ascord with sinmilsr general indiuattons. during the
latter part of 1943 and the early months of 1944, of Treasury attitude toward the
uvee by receteblished recoznized governnents in the liderated sveas of asgets within
the United States owmed by nationals of such countries. (In this commection, see
memorands dated Ootober 14, 1943, Rovember 2, 194%, Woverber 4, 1943, Bmmm’bar 10,
1943, December 20, 1943, Janvary 20, 1944.) An anoillary consideration that should
“bs kept in mind {s that fallure 4o taks prompt and ressomadle sation in respest to
fasilitating non-objectionsble dollar transsetions following the ocessation of
bostilities in Europe will have a strong tendency to drive the hendling of inter~ -
national trade and financial operations away fron our dollar facilities toward ,
direst or om: trimgular channels ¢o the. aatmnt of our natiovel interests. .

Acaardm it is suggested, ae a bmia i’or fnﬁher Mmmﬁ.cn. that eonuidera—- ‘
tioa be given now to advising the Swiss nt sn enrly date that following the cescation
of hostilities in Marope 1t ia presently the intention of Treasuwry to romove frem
the prohiditions of the froezing sontrols those assets within the United States
‘blocked only se Swies snd in yespeat to whish neither we nor the holders thereof
have axy information indicating an interest therein of a blocked national other
than Swiee (o7 possibly of m Swise and Europasn meutral or pevson in a blooked
sountry in the Gemerally Licensed Trads Avee), aftor the Swiss Government or
Central Bank, or other apprepriate govermment sgency, has dertified that sush
‘asgete are ownéd 'haneﬁciauy only by Suiss (or wore broadly es indicated sbove).

Ono method of ef“‘m ing ‘this gereral vesuld would he to desipmate the ascounts in
vhich such assets aré held, folloving appropriste cersification by the Swise, b

the mmmta of generally licensed netionale. Cencurrently, Swisserlend (and the
other E mutms) vould be :acluded ﬁn B @ememl lisense sﬁmuar %o Genersl

-

- A
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License )R‘o. 83 uhteh veuld pormit trade tmmﬁm with tha United stawa and’
with sountries within the Gemerally Licenued Frade Ares, provided sush transactions
vere effested through ascounts appropriately eertified as indicated adove. This
procgdure would have the effeot of removing from our controls most trade trans-
astions of & satisfactory nature, and release, after certification, those acsounts
in the United States from froesing restrictions in respect to which by that tims

wo would have bub 1ittle significant inlevest. Por remittunse purposes, sssounts
of banking institutions in Switzeriand, so cartified by the Swiss, would be deemed
4o be blosked asecounts for the purposes of Cemeral Licendes Wo. 33 and 33, and any

other aypropriate general livenses (pmsmhly General License No, 1 and possidly
General License Fo. 73. etc.)

Ooupled with th&s ntﬁht be ﬂm pnor step of ﬁimune the tranafer of al.l
widentified and wnseryified (pursusnt to Geperal Euling Ho. 17) balances and
seguritios held 4n Swiss blocked sccoimts to Gensral Ruling Bo. s accowmte and
the comncurrent mmauan of Gensm Ruling He. 17. ‘

1t &= falt ﬁmt mﬁicmﬂng to the Swies now our aﬁ%ﬁa ‘Soward purely Swiss
assets end transastions following the cessation of hostilities in Hurope, and the
prosedures by vhich relative freedonm from our freesing controls oould be obtained,
would to a mubstantial extent deflade potential Swise diplamatie prossure to 1ift
all our controla in respect to all assets held hare nominally or benefiolally
in Swiss namss, and prevent the Swiss from raising at & lator and possidly
mmenient date manpowsr ah&rtage. monveuieme, or dislike of procedurs, ato.

It 46 falt that the fmzmg control pro’elm in thta goneral respact ie
primarily with the Swiss and that amy agreed on approasch should firet be made to
them. Pollowing such disgussions with the Swiss end in the 1light of developments
therefrom, similar diamatmxxs oould be had with other Buropean meutrals.

A, ¥, Pox

'Qm Heoars. thla, Sahmidt, mmm. R.Sohwarts, Imxfmré. Alk. Bioﬁeivitm, G}.aaser,

?taher. Benpett, I:ay. m, J.0. Jma.

Alfozsrd  7-15-44
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ﬂctaber '14. 1943

~ * #r. E. M. Bernstein and I discussed the following mwm with asmn
do Gruben and Baron Boel, of the Mlg;an Yxbasoy, ﬁoﬁav-

£ The representatives of the Bolgian Covernment referred to the Ommcn
2g, | neeting to be held at Aflantis Uity beginning November 9 aovering the establish-
haw . ment of UNMRA. It was polnted out to the Treasury that at such meeting the Bol-
R gisn Govnmmt would be asked to enter into dlsgussions vhich would inevitably
isg; involve the financing of shipmente of xolief goode to Balgium. Sush goods
obiq gonsedvably could be finansed through Lend Loase, threugh a loan to be obtained
T by the Belgian Governmsny ss soon &8 it retwrns to Belgium using as collateral
Po u. Belglan private ascets in the United States, or by the direct use of Belglan
9.4 ‘ governmental and privete acuets in the United States for thie purpose. The
eot: .  representatives of the Belglan Goverament aald that they felt they ought to be.
r in a position 6o kmow whether the Belgian Blocked funds could be msed for pur-
Bin; chases of goode t¢ be shipped to Belgium. They did not raise the guestion with
ate; .respect to purchases to bde made before the liberation of Helpium, Baron Boel
le,{' said that the Belgian Government would raise this matter at the coafeme A
g q . Atlantle Oity wnless it was resolved 1n the meantimes. ‘
mt |- ,
$a., Baron Boel mzplainad sons of ilm meagures. vhich the Belgien ﬂovernmam
arg is planning to take upcn the liberation of Belgiwm. He sadd thot he would obtain
Bog; : the permission of hls Govermment to inform the Tremsury more fully with respect -
0 ¢l to such measures which inslude, (1) the s=lling in of all Belgian franc notes
Vdg over 100 franos, (2) tho bloaking of portions of all Belgien bamk sscounts,
‘omk insly the proceeds of surrendersd currvency, (3) s somevhat-disguised capital
B levy, (4) a consus of all Bolgian assetn hold abroad, eta. Baror de Gruden eaid
ing . . he hoped the Tremswry was thinking through the problens involved in raleasi.ng '
Be Belglan assets at tho end of the Var. Hs vas assured the Tressury was fosusing
tra on the several wproblems involved in deeling with such assete. There was a brief
otl discussion of the poesibdility of come form of interlocking controls between the

g United States and Belgium such as the arrangement with Chins. Beron Boel seemed
Pa] ~ t0 be very interested in this poszidility snd sald that &f the Treasury vas in
ven agreenent he would like {o bave a director of the ¥ationsl Bank of Belgiwa, which
tie s to sarve as the Belglan exchange contrel, come to the United Stetes from Lon-
itd, ~don in order %o discuss the matter with us more fully. Baron Bosl emphasized the
¥ 4 point that upon the liberation of Belgium the Belgzian Government would 1ikan to
Loy reaseurs the Belzlan people that the only finencisl comtrole remaining on Belglan
oz aszets were thoee vhich the United Staotes was maintaining with the full approvel
the of the Belgian Gwammnt sud as a msm of assistance to it.
Ky | ’
e, The represontatives of the Belgian Government were assured thad these
£ matters vould receive careful aonsideration b:;r the Trensury,
8¢ . :

':; ‘ | . , (s&md} J. W. Pohle
m AR

3

cei E.ﬁ.. Bemuﬁein. ‘Ewlor. Glasser, Lm:faaﬂ, Mela, &amna. Pox, &ehmmt. Hodele

, mah?mrg | 10-26-43

-
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At 2 conference on November 1 with Baven Boel, Finansisl Adviser
to the Belgzian Government, attended by Mesers, Pehle, laxford, E.ﬁt. Bmstwﬁn,
m.asaer. and E‘ox, the following mattera vere cuamsed.

1. FPurcuant to Baron Boel's anulry. the mechanicn of the operation
of the acoount in the United States of the National Bamk of Belgium wnder the

existing notification liconse was explained. It vas specifically pointed out

that the same procedure wis appiioable to both internal and ezternal peyments -
ordered by the Estional Benk of Belgilum. DBaren Bosl appeared mtimly sating~
fied with the axplnna'c!m end the procedure. « '

2. In response to an iaqniry pmiousz.v mde Yy Bamn Eoel in re-
epact to the probable poligy of the Tresmsury with respect to the use of hlocked
Bolgian funde wﬂk:‘&-m Unitad States following the liveration of Belgium, it

was indicated that 14 was the intention of the Department to follow a policy of
. cooperation with the Covernment of Belglum, designed to facilitate the wse of

such funds for the relief and other neéeds of Belglum, axnd in gemeral, with cer-

- tadn ‘gualifications, the fundamental objJective of our controls would de to

complement Belgian controls and to regulate operations in Belglan funds con-
sietont with tha mitual fintorents nf Ealghm and the Wa&te& Stnten.

: :5. Baron Bosl inquimd i it . m‘k e &aaim’bm to nxitiata .
inter-governmental discussions with m view toward arriving at an egroement as
to post-wvar policies epplicable to Belgian funds within the United States, and,
at the same 4ime, endeavor to devise a formulé for resclving many of the mutuel
problems which wnl confront both governments following the liberntion of
Belglum. I% was indicated to Baron Boel that, while Treasury was giving ex-
tensive thought to such matters within the Devariment, it was deemed to ba

- premsture at this tims to enter into inter-govemmntal discusnions looking

toward the signing of such an agraemt.

o A, T, Fox

act Messrs. Pehle, Luxford, B.M. Bernstein, Glacser, Schmidt, and Hiss Hodel.
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Bam de Grudben called on !i’evam‘bar 4 %0 discuss wsth Megsrs. Pehla
' and Fox the probable policy of the Treaswy with respect to. the use of dlosked
Belgian funds within the United States following the liberation of Belgiwm,
whigh subJect had been discussed in general terms with an 3381. E‘insmml
<Mﬂsor to the Belgmn Govemmnt. an nevamher 1. «

It was indicated to Baron deo Oruden tha.t, fquowmg t&m 1ibamtion

of Belghm. it was the intention of the Ireasury to follow a polioy of soopera-

tion with the Government of Belgium, designed o fneilitate the use of Belglan

funds within the United States for the rellef and other needs of Belglum, and

that the Belgian Government, in making plans in reepect to {ts finsnclal require-
. menge in conmeotion with UNRA, could ins«far as Preasury was soncerned consider

that Belglan funds within the United f‘ataten W‘lﬂ.d 'ba availahla to tho Ealsian

%vemmnt for its relief uurpueee. X

Wu.h regard to the availsbility %o the mm Mwmmt of Belm.m

funde within the United S¢ates, including fimds of Belgian nationals, 4¢ was

indicated to Baron de OGruben that, following tho liberation of Belgium and the

establishuent of effective controls by the Belgian Government, the fundamental
_obJective of our sontrols would be to complement Delgian controls and vegulate .

operations in Belgian funds consistent with the mutual interests of Belgium and

the United States, and that subject to the resolving of conflicting custodial

problemé and the protection of Amerionn creditors of Belgian debtors, 1t would

be the intention of the Treasury %o permit the wmefer od;’ funds owned Yy

Lelglan nationale to the affestive control of the Belgian. Aon

pormit the Belgian Govermment o utilize freely mh ausats eanststmt wma
- the atual interests ef Mth omtﬂ«. :

Ae V. Fox

et Hessrs. Pehle, Ln;:ford; B.H, ‘Baraéwiﬁ. -&i&ssar, Schmidt, and tiiaé Hodel .
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ing vere present:

Fi.mco ﬁtaiam ﬁutt - -~ Mp. B, M, kmatnh
Haron do Grubem . He. luxford

Ur, Aaslaux - Rr.?ema

 Mp, Gutt referred o tha gonversations which ttm roasury had had - .
with Baron da Gruben and Naron Boel with regard to the unfreeging of =
Belgian assots and ecaid that he would 1iks to remew thote disgwssiens.

Hr. Cutt mentioned that in Hay of this year he had dlveussed this

~ qmn&iminamﬂlwvﬂhﬂr. ¥hito vho had indfeated that fyom &

" WAll have o be resolved as o vhether sush nesets showld be made evalle

technical point of visw there vas zp reason vhy the gontrols of this

Government over Belglan assets should de continued after the war; Guts
subsoquently mentioned this to Asheson vhe said he was in agreament.

It waa then pointed out that wha&almw indicated thut upon the
1ibaration of Bea.gxw, and the establiciment of a recogaized Balglan
Covarament in the ares, the Treascury essuned that the asgets of the
Belglan Governmens, m of i$s naticnalsin Belgium, would be aveilable
for appropriste Belglan uses, such a8 the plans of UNRRA. AS this point

- we uentioned two wmhmma tha ﬁrauw mticiya&e& amtng m at that tm. |

as £ollount

. (1) %rmin aszets held in Belgim nages will be fomd o bulcng )
not. to Belglan nationala dbut to Germans or other enenies, and tho proble

able o Belgium or to the Undted States. On this point Hr, Outd said
thathsmmwmthapmmmm&mmlm ot behalf of his Govern-
nant,; %o enter into an agresment vherely any asaeta raloased o the

- Belglan Government wh!.ehr turnsd out %0 be Cerman and wvhish, mrﬂ-

ing So the pease treaty or other undertaking betwoen the .‘ﬁntarmhﬂ £ov-
eraments, were assets to be dealt with By the United Siuates, would de
turned over to the United States or replaced by ascote of cmmbla

~ valus. ln thie connestion Mr, Cutt sald that his Governvent plaxmed o

sequester eneny assets withinm Belgium £or the benefit of the Pelgian
state, but that arediters who heave & 1%en on epesific mssets or have &
claim sgainnt spacifie mmts would bs pau fr«m sush mota.

(2) The predlem of mﬁm areditors af 3»3.@1& debtors wae dlao-
mm&. Hr. Guté gonceded that Amorican creditors whe had attashments
MJWMMMMMMM&‘&WM(&MM%MW
me agreecsble to any othar areditors hmring alatns sgainat epecific
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assets, nmcnm awh agsets. Witk e to %lgtnn dshwrs vho had

' 'no assets in the United Statos Mr. Gutt said that 4f the dobtor was found

© %o ba ingelvent the Delgisn Government shonld have no responeibility. On
tho other hand, Belglan debtors who have Belglan curreney should be pro-
vided with transfer fasilities to pay thedr Ampricsn eredisors. Nr. Outt
stated oategorionlly that his Government wae willing %o emter intoam -
agroezent on this point (and, 1f nesesesry, to leave onvugh Belglan aseots

- in the Untted States $0 provide adequate tvansfor fasilities) for the pay-

‘memt of commersisl debtes owing to Unised States oreditors, as well as to
mvert :Latu dollara Balgtan frana m aa;pesltx ma Yy Avoricans.

, At thia mtn% there was some dismaim of the possidility of the
sontrols of the United Statas belng modified in sush a way as $0 be
anaillary to the controls to be sot up by the Belgian Governmend.

' Hr. Anpiaux desoribed the controls whish the Balgian Governmend is en.
visnging and satd that i¢ was intendod that the Balgian Goveynment would
impose immediately wery shrict and droad exchange eombrole which would

" require all Belgians to report thelr forelsn omshange sssets (as well as
sll their anse$s in Belgimm) Yo the Belsian Government; snd all foreign
-axeh: ronsastions would Yo prohibited, exeept with the approval of

the ¥a onal Bank of Bela:&w whioh would manage the exchangs controla. -

Later, 1% was envissged, the five or six largest bankes in Belglum would
be allowed €0 act a9 foredgn exchangs dealers on behalf of the Natimmal .
- Bank. ‘Hp. Ma&mmawthat mmmmm&mluwmm
used for. nonetary, finandinl, esononic and political purpones, insluding
- within ﬁw pauttm mm tho funotic of prwmung tm» with the
We.‘

Mz‘a\‘ vas m aiamzon af; ﬁw wasw* umi:ng uamaa
s plbliy i crveeing ul&i;mu tho a: :::h of pmmgs aad .
ﬁmﬂaa ons: ' Such licenses wo assets P
in Belgium to be transferred to the Hationnl Bank and uwM S
held by the Hationsl Bamk to be freely disposed of. It wap -
Mr. Gutt, however, that the Zreasury reprosendatives were -
'_sslag their views ag to what courés:of action would be taken
“atteupting to commit thoﬁmm. oither as to vhat extont
our eontrols wonld-he lifted or to soatinuing supplementary tary sontrols. -
| With regard %o Belglan businsss enteérprises Gperating in the United Stab
nmm«aﬁaﬂthatmammhvm&bo ; '_mshakel@im@m g
ment & list of such enterprises and to . lieensos to those
wmrpﬂwe’ Memmﬁad by the Belghan ! ate With regard to Bc).g:.aa_
outside of Belgium, & dicated that except with -
0. porsons againet whom there wos evidence of an uagsatisfactory
this Govermment would probebly not. be willing to requite the
the Bolgdan Government tefore releoasing, bub at that patnt :
“would ¢reat the Belglsn nationals reemim in ﬁaxiao. for mle. just
as ethe: nationals of Hexico. . ‘ : -
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the pointa discussed.

.- of conditions and stipulationc.
‘an agrecment would be wvery time-consuming.

-3 e

Baron de Gruba preased ror a written ag:mamt by the Treasury on
Yo pointed out that while we had been glad t0

indicate our views and the Troasury policy in such matters as we knew
it, & written agreement, which must nesessarily envisage & host of

d4f7orent hypothetical situations, would invariably gsontain all manner
We alese indicated that preparing cush
, ] Mr, Gutt seemed to de
gympathetic vwith the Treasury's position.

(81gned) J. ¥, Fehle

1

hessm. Paul, White. E.M. Semswin, ﬁ‘aymr. Luxford, Mois, Lmser,

411
Sahmidt, Fox, Hiwe Hodel.

JPehlesrg  12-11-43
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Date  December 30, 1943

. Mr.PaNle -

Yr. ¥nite
3

I have read the report of thae sonferenae ham in your office
on Hedember 10, 1943 with the representatives of the Belgian Goverament.

I, as you k:mw. an in complete accord with your views as expressed at

that conference. ﬁmmwr. I want to correct what appears to be & migse
understanding or misvepresentation of the expression of my views to
Finance Hinister Gutt as described By him to you according to your
ageount. 1 am taking this way of ealling 4t to your sttention soc the
racord shall be perfectly slear. In disgussing this matéer eometime

agoe with Mr. Gubt, snd in other diagussions with representatives of
othar Exiled Oovernments, 1 have always talken the position when the
question was raised by them as to tile wafreesing of their acsete in
this cowitry that the funds were not frozen for monetary reasons in

the sense that 4t wap not that we lacked gold or foruign exchange
resources or feared in any way any drain of suoh resources. Nor, _
after the war in the formuation of & decision a5 t¢ the time of the
unfroozing of those balances wulé mmwtm sonsiderations play a vole,
Iz the postwar period we woul@ be happy to see them withiraw their
balanoes as rapidly &e they could. There reuained, howsver, political
sonsidorations and gueetioms of claims and aounterclaims which obviously
no one was in & positicn to appratse at this time and vhioh might delay
or modify a coumplete unfreczing of {unds in this country. I added that
1t ves ry JuBguent that Trisndly governments would have no trouble after

. the wer to obtain neoded portions of thelr dollar or gold balances hera.
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, Eémmm of Senfersnce st the ﬁmartmmt of ata&ﬂ cn mwz@m 8, 1944

Provent: Por Stats Reporinens, Iivingetm %smm '
- Por Tressury, Mesars. Beanott, Hlake and Q'Mam

Res Kaagmmibil%ty end funetions of P wi& magwt to the use of
© Plocked fundo in the United Siates for stonkpiling materisls
1:: the United States o in the Yostern wm

- Ohis esanfeme with lﬁamhm vas M& 28%er I M és.s-
tusasd wi%h him by talsgkmm the prodieme which are nov facing the
Transury Depsrinent in undertaicing to licence blocked funds fo de used
for steckpiling Wms. Herehant wae refarred Yo the spriier suchnngs
of letters Ybebween the Depnrtments of S4ate and Treasury on the gubjest
of stoekpiling through the use of Lleoeked fumdn, snd ho woe referred to
the s8ill unanswvered lotter which Treacury wrote to State on Hay 1, 19043,
in which we suggested the possidility of having tho $tnbe Depuriment

'notify the four neubtmnis of Fuzdpe $hmi thely gensvel licenses were not

$0 Do used for stoekpiling murposss, so that M0 would then be able to
tevutinizo, and if necessary, io control $he stookpiling of these governs
ments through tha uge of thelr dollnr ressuvess. It vas explalned to

¥r. Herchant that P78 s currently receliving opplicatime en ‘bohalf of
Hupopesn neutrals for lidenses $o soquire products to de stechplied both
in the United Stnten and in Latin Ameries, and thet wo are bolng requasted
Wy m oot to issue mmin of %hs dsnired 1icensesn.

It wes brought out im our dtseussion that, By voagon of the
exigtencs of the nwutral gensrsl licsnssg, it was ROt mocessary Bhat
these neutynle procure spealfic llcenses for sll stechpiliny ¢rensactiens.
For this yenson it wep stated that ¥7C¢ felt hesitant %o undartsks So
prohibit stockpiling through & curtsilment of tmmassetions which enly Y
chance came to our attention, while inmumereble similar Svonsactions were
belng affectad outside our lon and controly that, mmww, PRC folt thut

4f it wave belng looltad %o zz mn instyument of comtvel, it would be nece

eszsry that ite power to condsul be lnsreased tﬁmm@ an

L 5X et 5,«"*3?‘?%’:" @f 'bhﬁ

neutral @emmi 1icenses,

¥ir. Merahan’ s:ﬁ@ that in sivansce uf onr mw%ag he had e
plored the enbject within the ﬁ@mrmﬁ, pariionlarly with thone charged :
with economie planning and that §% was the Deperiment's view thot #7C should
not bs asited %o assume the respensidility for the conbrol of eteetpdliing Yy
the blocked countries ofther within the United States or withinm futdn Amerien.
It wna the Department's view rother, sccording to Mr. Herchant, thst suoch
eontrols elther were Uslng owerelssd o gught to b2 exerelssd by other
agencles of the Jevernment mors drectly responsidle. For awsmple, it wus
felt that ¥FB could m& en@at to exorcise the control ovor the sales of

.
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- gtyalegle mﬁaﬁa&s wamﬁ mg wwﬁ Statsy to forefim gwammm 80
that oven though & $rang —aanmgm‘hammmmwmmwmma
- Bo o¥jection to the undevlying finaneloed operation, the ¥FB oonld nevere
theiean prohibit the Syansmetion 4f it wore aounter to this Covernxens®s
plans baced upon the over-oll supply and allodetion of etrategie untoricle, -
w&aﬂmr é&aﬁng e ww o in the wm peried, . '

ﬁe far (3] m gwhlm amamﬁ,@a fonelf %0 mhww ia fatin
 Amorien @1’ strateplo mstorinle, M, Mervhant eald the¢ $% was the Stnte
epartment's view thot our own @mmt agensies, slong with ms
i the fomblned Food fonrds, had oo contyocted with the Latin Amoriesn
goveyoments and the sturces of supply within theso governments Wet
mtm intorests would £ind it woot Qifficult o srrange for fonoliste
or post=usy parchases of any consider-Wle quuniity. of stmtegle nateriade. '
zmw faole moresver thod with the contrel of shipplug io the post-ame
world fimdy in silded honds, the nentrols wonld wot ewpect tasﬁ%p any
grent advantege YWy early stoekpiling of muterisls with the e
. that therely an sdvenfage mﬂ&& be geined ¢ver othar nstiens ia.
~ importation of seavos nateriele in the postaur era.

vaw consideretion was gavm to tha fact thet FEs hod
suggentsd to Ureasupy that approval not be aztendod to propoted pumm@ss
.ty the Swiss of ceffee in Braszil for the Penson thet sueh purchaces
stockpiling purposes would tend Go agsrevate thé peles dlef ol ties wideh
this Soverament s now having with Hrazdl ond might tharvely wpnod the
selling prices vithin the United Ytutes on eoffes.  lorchan® wus of the
‘opinion that in this f&mﬂm slge Tresmavy ehould revy undertole t0 wmercise
- & ogntyol over Y¥he purchace un) ' ) : ' '
aetions on finaneial @mmﬁs.

’  Uonsidevetion wae given to the eusstion of the extrol of steche-
piling oparations by the mllied aceupled comntriss, oné cognizgnce was =
token of the faet that Worvey and the Jetheriands bad agrecd te cleny
thely purchases B this £2e14 with the ﬁwp&r&mﬁ of Gtato. It was the
view of the Department of tote an expresesf by Hr. Heschand that the
UHAEL and the Conbined Vood Toaxd coatrels would not be Denefited by the
inpositian of additionnl Zinancdsl ocatrole axerciaed bW PIC, vince theus
goveramantes vere renuired to sem thelyr meavivemonss mmu@ UPRIA and
 the Gomvined Feod Eam&.

%mm mntion wns made &% the Znob %\m ever B mﬁaﬁ of
éﬂ;m Shere were gonsider:ble dlosussiens in F¥4 znd in the Depertnent
of State over whether the Horweglane should Be pamnittod to stookpile .
noesly 02,000,000 vordh of #ye in Azgendine, even though the wnnstion of
UNE1A end the Conbined Food Zoard hod sdresdy desn givan to ¥he purohages.
Horohawt stoted thed slthough it ees with sume relugtance thut the
Yorvegisng wore nl‘kimﬁfsly pﬂmﬁweﬁ %5 affest &hiw parchass, he felt °

i
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mmm a@ww of %a gsw’blw whan mmfs&% m;; i@m@ Mhmsqa
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PRE@IMIKARY DRAFT OF POST-WAR FOREIGN FUNDS COMTROL
PROBLEMS WITH RESPECT TO THE NEUTRAL EUROPEAN COUNTRIES
(PGRTUGAL SPAIN SWEDEN, SWITZERLAND, ANDORRA, AND LIECHTENSTETN).

I. Blocked Pronertv in the Unite& Statea

A, COMPLETE BLOCKIHG OF NEUTRAL ASSETS IN THE UNITED STATES BY
BE?GCATION GF NEUTRAL GENERAL LICENSES.

Shauld the neutral general licenses be revoked and the blocked
asgets of the neutral countries immobilized as & means of compelling
the neutral governments to take certain stepg in the post-war program?

1, Possible‘acticn which might be requestgd of neutrslss:

(2) That they assist in locating and turning over to the
United States all looted United States currency and
American securitiea in the neuiral countries;

(b) That they black all funds or property held in the
o neutral countries by or for the benefit of Axis
leaders (including securities, etc.; held by neutral
banks for account of Axis lesders in South America or
other areas), esnd make. such funds or property available
T _ to the United Nations in settling post~war claims against
e T o0 7 the. Axis or its natienals,

(i) Desirability of heving State get & 1ist
now of accounts and property held in neutral
* " gountries by Nazi or Fascist leaders or -
~ _persons holding for thelr benefit;

(¢) That they release claims of title and ownership of their
nationals to properties purchased in occupied or enemy
" countries during the war where proof shows that such pro-
verties were purchased from the Axis as a part of loote&
fproperty. .

2. Problems as the legal Just’ficatlon for reqnestlnﬂ neutral countries
Cto take such action: :

(a) Xnvestigatlon of law of neutral countries as to obligation
- of persons who have obtained property through fraud, duress
or expropriation to return the same to the rightful owners;

. {b): Justificetion on interﬁational‘law and tfeaty basis.
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3. If restitution is requirad from neutrél transferees of looted pro~ . '
perty should restltution be in gpecie or in value of the property
received:

(&) In case of restitution in specie must the party making
restitution be reimbursed for amount he paid for propertiy;

(b) If restitution is on value basis, should rate of exchange
value be taken as of date of selzure, or date of restitution.

» 4. ©Should neutral countries be reguired to compel their nationals’
. ' (corporations and individuals) to reglster all property they have
, acqulred for account of Axis’countries or nationais since the out~
bresk of the war or some earller date.

P 5. GQuestion whether neutral,countries should be advised now or at
s, - cessation of hostilitles that such measures are to be taken. Compare
S : ' the President's warning to neutral countries not to offer Axis

! : .+eaders agylum. Lo

B. PROCEDURE FOR ESTABLISHING CLAIMS TO DEPOSITS AND SECURITIES IN
GENERAL ACCOUHTS DF NEUTRAL BANKING INSTITUTIONS

- hssuming a plan for generaljimmobilization'of neutral agsets is
not adopted or is adopted only in part, under what circumstances should
securities and dollar deposits in general accounte of neutral banking in-
Stltutiono with American banks be raleased?

1. Possible methods for examining claims:
| (a) Ordinary licensing pfoéédure;

{b) upeci&l claims committee made up of representauives
of various United States Government agencies;

(¢) A mixed claims committee composed of representatives
of this Government and’ the neutral country.

2. yée of proof to be required in esﬁéblishinv éwﬁuvbhip of rubric !
sccourt s 'and claims to deposits and securities in general deposit
accounts'

(a) #here claimant ig & national of the neutral country -
whether required to establish satisfactory chain of titlu
prior to .

(1) June 14, 19&1 or . C : 7 '
" (ii) April 8, 1940, or ‘
- (11f) soms edrllet date because of notorious cloaklng
arrengements even prior to outbreak of war in 1939;
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(b) Where claimant is s national of enemy or enemy occupied
country - tracing satisfactory ownership prior to (1)
freegzing of country of which he is a national or (2)
bpril 8, 1940; ,

(c)A Where claimant is & nﬁtlonal of a Latin American country
or some other neutral country problem of &uress transfers,

{a) . Where claimant is 8 United Staﬁas citizen,

 (e) Problem of examinlng original records of neutral banks in
‘ neutral ecountries to obtain evidence of original entries
and transfers - should plans be made to have Foreign Funds
representatives attached to the embassies in neutral
countries to assist in establishing suthenticity of claims.

What procedurs should be established to enable élalmants abroad
to file their claims? Should‘European claimg reglstration fecilities
be established? )

BLOCKED BUSINESS ENTERPRI EES HAVING EEUTRQL COUNTRY NATIONALS
AS REBQRD OWNERS OF CONTRGLLIKC STOGK ‘\ .

Should controls be maintained over blocxed buginess enterﬁrlses in .

the United States heving nominal neutral ownership.

1,'

|
?
3
}
.
!

2,

Should such enterprises be released irom control only after investi-.
gation of each separate enterprise showing actual’ oxnershlp es well
ag nominal ownership is in neutral hands.

(a) Should the control be concerned with all blocked business
enterprises, or should the smaller ones be generally licensed?
- If we do generalky license scme, what should be the basis:

- 1) The capitalzaatlon or gross income; . o
(ii; The amount owing to foreign nationals; K
(111) Tre proportion of foreign interest in ' '
: the firn by virtue of ownership of the stock,
etc. .

i

With respect to enterprises subgected to control should accounts '
receiveble from and accounts. payable to blocked nationals be
treated as though the enterprise were an unblccked domestic corpor-
ation:

{a) Effect of natianallty of ‘blocked debtor or crwdltor'

(b) Informstion as to how and when the sccount receivable.
' or payable arose, C
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(e) Should all amnunta payable to bleckad nationals be
Segregated by payment into. blocked accounts in domestic
banks in order to assure treatment of such. amsunts on
same basis as other similar blocked aasets, F

[ i

J

(i) Gonsidaratien ‘mist be given to the effect
» such segregation might have on’ demest{e '

oparations of the enterprise.

‘3; What should be done aboutﬁbusineas enterprlses that have been
,,~”ﬁ blocked on an-Ad Hoc besis becsuse of representation of foreign
.{. nationals where there ig no specific foreign interest in the

enterprise:

f i a i Lo ‘\\) :

W

o ,cﬁmxs

", What dispoaltiun is to be made of ehecks,‘drafts an& aac&ptancﬁs
‘drawm on bloéked accounts prior to ceasation ef hostilzties? L

w l‘ ehecks, drafts, end aeceptancas drewn by neutral banks and nationals
. prior to freezing which were not paid: at freezlng be¢ause some Axis’

‘ natianal had an. interest therein'h

a) Whether to. b& treatad a8 part of the property oF “the - fxts -
" cauntryhmhose natlonal has an ¢nterest in the instwumant,

NI

(a) PracednraﬁrorMastablishing clainms in such cases (sea v
o prooedug with resneet to establishing clalms to deposits

kR 3hecks, draf and acceptances drawn on neutral accounts after

fraezing (Ganeral Ruling No. 12):

@

O

(o)

Coh

By neutrala in. favor of ewn neutrals,

n‘

By neutrala in favbr of enemies;
(i) Froblem ef‘paymanta for 1oota& aasets,

By'neutmala in favor of n&tionals ef enemyooecupied |
‘kcountriea, ‘>‘ <Ag T .

By neutrals in. favar afzpersona in Latin America ana
~ other neutfal countries, v

(1) Preblem of transfers of* lootad assetﬂ, )

s,

.
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‘ {e) By enemy occupied natiomlm

‘-(i) Turess;
{£) By enemy netionale;
(1) ﬁanem}.mm of agsots. o

%. wmmszrmh oF ammwm TPM&%»F& OF NETTRAL %mam %@%@E
TRE ERAL miwm 59, 12).

I. Possible affeat of ﬁarties te fme ‘crzmsaehian YRR 3et9rfniaiag
propriety of transfers:

{2) From neutrel mtiea&.l 4o neutral zaatiml;
(» me erww@éwga&a& nﬂtienwl to neutral mtien&l
and vice versa;

(e} 'From eneny mhi@nﬁl to neutrsl nationsl end
vice verse; .

(4) From enemy-mmgieé national o eneay nationsl
and viee verss;

(e} From enemy national to enemy sational
“and viee m&a;

(£) From wny of the foregoing to netlonals in Lutin
hmeries or mthef neutrsl countries.

2. Method for hm&lmgz alaima (see procedure for a@tm?&immng eleimg
‘ to deposlte and aacuriuies 2hove) .-

3. Ghould Gemeral Fuling Wo. 12 be medmtelned in foree sa to post~wer ]
- transfers af aeme‘ns blocked st close of hosbilities? i

{a) #ithirawsl would verait effecting of tremefers pmrxi‘;‘a@wé
by the General Rulinmg d@w the war.

o Ehauld EV ef”ert m made to ecmml mut-ml countriss to meet
- elalmg of governments of the other United ¥atlons sueh as the Hethe arLande
for deposits, ete., with the peutral countries whieh the Axis muy h&ve
agprapriate&?
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G. PRQ?ERTI #HICH IT MAY BE POSSIBLE T0 UNBLOCK.

1. Estatea and trusts in which the sole blecked interast is that of
& mational of a neutral. caunxry.

2. Insurance policies im which the sole blocked interest 1is that of a
~ national of & neutral country.

3. Amounts auch as royalties due neuzral creﬂitsrs by American com-
mercial debtorsy , 7

V {a.) Proof cradi'tor is 'raal‘benﬁficial owner of claim,

H, GQHDITI@HING ANY RELAIﬁTIGN OF CONTROLS ON REGIPRQCAL AGTIOﬂ BY
THE NEUTRAL COUNTEIES. '

- A neutral countries exnept Spain have larger balances of blocked
assets in the United S'hatea than the United States has in such neutral
caunxries.

II. Post-War Transactions Between the United States
. and Neutral Countries not Involving Blocked
Proparhy in the United States at. Cessation of

__Hostilities..

A, TRE&SFERS TO THE UNITED STM;‘ES FROM NEUTRAL COUNTRIES OF CURRENCY
AND SECURITIES. .

" Should currency and securiﬁiés transmittea %0 the United States
from Neutral countries be subjected $o General Ruling Ne. 5 cen@rols
in erder to prevent post-war transfers of lco‘had property?

© 1. Should proof of ownership of such currency and securities be required
under a procedure similar to that employed in establishing ownership
of securities and currency alrea.dy on deposit in General Ruling No. 5
. and No. 6 &ccmmts? ‘
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2. Question whether all United States currency and government obligations

" and all securities of American corporations held in neutral countries
should be called in for reissue upon proper proef of title of alleged
owners, (Problem is a general one and not limited to. neutral .countries. )s

(a) Possibility of keeping Genera}. Ruling No. 5A in effect and
: permitting exportation of any gold geal enrreney to cempel
reﬂempbion of ou’osts.nding currancy,

3 Prohlem of bullion and currency transfers to the United States by
- peutral countries for government account (requirement of showing
that such curréncy has no'b been aequired from looted sourcas)

4. Should jewelry, precious stones and metals imported be subjac'b to the 3
. controls imposed for currency and sscuritias? ' '

B, REMITTANCES T wzm UNITED SPATES. | |

Are con’tmla t»o be maintainad over remittances from newbral count.riee?

1. Should living exXpense remittanses be limited in amount and commereial ‘
‘and investment remittances scrutinized., Otherwise credits may be §
freely transferred to this cemntly arising from sales of looted pro- ‘
perty in peutral countries. o V : 1

2, Should restrictions be imposed on remittance of dividends or profits
from American pubgidiaries which during the war ma.nufac'bured pro-
ducts for the Axigy

(a) Should the migeions be asked ‘bo furnish a list of such .
companies? : g

3. Are neutral remitting banks to be permitted to use axia‘bing blocked
balances or are new funds to be required.: -

(a) Should remitter's balance with the neu'bral bank be
required %o have accrued after terminatien of hostilitias?

3

C. REIH@_”ANCES‘: ?RQM THE ggl_'gmn @M&
‘ Are controls ‘bo be maﬁ.nhained over remi‘b‘ha.mes to neutral countries?
1. 5hculd any amount limitations be impeaad on living expense remittances?

Problem otherwise of no restrictions againgt free¢ repatriation from
the United States of looted funds new .concealed hem?
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2. Should any 1imitatiens be placed upon business and commercial
remittancest

(a) By established American enterprises}

(b) By indivi&uala; 1 ~

(ig Problem of rep&triation of looted property; :

(1) Preventing Americans from investing in looted .
property in ne\rbral ccun-brias.

3., In addition to controlling remittances » should exparts of currency
be controlled by continnatien in effect of General Fuling No. 5A.

(a) Should 1imi'ba'b:i.ons be impcsed on reps.triation of rei‘ugee
capital to Europe? '

T

E:XP@EES FROM THE .
Is there a necaasity for controls over export.s to neutral
countries? - : ,

1. If the defeated countries are %o be prevente& from stockpiling
strategic materials in the post-war’ program, indirect exports to
such countries through neutral countries will require regulation.

2. Problem of watching purchases for exporh %0 neutral countries as
means of realizing upon credits arising fmm disposition of looted

property.
3. Should payment for exports to neu:hrals bs permitted out of existﬂ.ng
frozen balances or should new fm:ds be required?

E. P&TEMS* TRABEMARKS i AND G PYRIGH‘}.'S ISSUED BY NEUTRAL COUNTRIES.

. Should all rastrictions be removed with respect to acquisition by
persons in the United States of patents ’ tradeparks, and copyrights in
neutral countries?

Sheuld payment be permitted of pa.s‘b due Government taxzes and faes

on patents, trademarks and copyrights which could not be paid during
the war because there was some enemy interest therein. Should the
filing of patent s.pplicwbions, trademarks, and .copyrights which could
not be filed during the war beca.use of enemy inheres‘ba therein be
permitted?

2. 1Is licensing comtrol. to be maintained over assigmnent of neutral
patents, trademarks or coepyrighte by American owners?

3. Is any effort to be made %o 1:!.m11: cartels by centml of paterxbs?
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. @Ecm Pesw-m BMK 11135? m msws IN WEUTRAL eamms
. ) A8 AX ‘ M

. Sb.emld @ yost-wax Plack 1ist be eetablishsd. in ordor %o prohi‘hit
transaa'bians with nationals in neutral eemntricn who hold 3.oeted aascts
for the bemfit of Ma leadera?

B, SPECIAL LPOAL CONSIDERATIONS |
1, DTreaties and political commitments of the United States.

2. Intemtiona;l 1au pmcedonts vhere appltca‘hle to particular phaaea
of program, =

3. Froesing aoutrol mamoa ef the noutral countries as offaating th,e
?r@grwﬁ

1. Inter-Departmental,

T

‘ : 2. Joint committees composed of repreeentativee of this government
. - and the neutral ganmonte to make suggestions or recommendations.

_ 3. .Should confarences e held with groups euch as the Foreign ﬁonﬂ.-
| ‘holdere Protective Associstion, National Foreign Trade Council and
' Iunstment Bankers Anmeiation? '

SR
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~The Féreigﬁ3Eichangé Eéppsitory“ ’ Lo ' ’

PFinance Division

Office of Military Government for Germany (U.S.) L -

[

Note: This paper is prepared solely for the

information of the U.S. business Executives ~
‘A'v131tlng the Foreign Exchange Depomitory on . e

27 April 1947a B . T
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Foreign Bxchange Depository

Flnance DlVlSlQn

Offlce of Mllltary Government for Germany (U.S. )

N

Functions and Personnel

: The Foreign Exchange Depository, neaded by Colonel
.. William G. Brey, US Army, is a branch of the Finance Division,
. OMGUS, the Director of which is Mr. Theodore H. Ball in
Berlln.

Located in the Reichsbank
Building in Prankfurt/Main its
functions fall into two categories:

. A. Depository Section

i 1o Custody, inventory and
accounting for valuables
uncovered in Germany by
Allied Forces,

-2, .Custody of assets delivered
in U.S, Zone under &ilitary
Government Law No. 53.

3, Investigation of ownership
i and claims pertalnlng to
assaets helda :

B. Gurrenqy Section

ja custody, issue, retirement
and accounting for Allled
- Military marks,

. Reichsbank Building . . ~
Frankfurt . 2, Acoounting for Military
. o Government Court Fines.

The staff includes U.S. Army Security Offlcers, U.S,

accounting and banking specialists, Allied jewel experts and
German clerical assistants,

-
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'A°~bepository Sectibn'

| The first shipment of valuables arrived in April
1945 and constituted an enormous hoard of gold bullioen,
currencies, and several hundred containers of 8.5. loot,

" === Gold Bullion.

This cache was discovered by the U.S. Army in the
Merkers salt mine where it had been deposited, for safety
from air raid attacks, by the Reichsbank Berlin,

~-=-- Bags of ' Gold Coin,.

Before -the endfof;1945'mény'additional'ahipmenta
arrived from various parts of Germany, filling spacious

i
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 vaults with & hetérogeneods mass of aasets; the sorting,
inventorying, recording and investlgation of which has
been under way for many months. It is estimated that the

. -values represented are well in excees»of 500 mlllion
"dollars° -

W#——»Sealed Bullion Cages.

The ultimate dlsp0s1t10n of “these assets is governed
by various rules as to restitution and reparation and by
special directives issued by higher headquarters. Resti-
tutions involving tons of gold and silver bulllon have al-

ready been: accompllshed,

~ --- Containers of Gurreng&z
from many Lands.

Large quantities of unldentiflable jewelry and other
personal effects stripped from.victims of Nazi brutality
are also- held in the 3ep081tory. :

-3 -
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An interesting dlSpOSltion as to gold bullion and
- coin was devised at the Paris Reparation Conference in
. December 1945. Analogous to the "General Average". con-
cept in maritime law it involves the creation of a so-
called Y"Gold Pot" which will be divided among the claimant
countries in proportion to their losses of gold to Germany.

B. Currency Section

.

: The Currency Section of the Foreign Exchange Depo-
gitory is the highest official Allied Currency Office in
the American Zone of Germany. As such it is responsible
and concerned with Allied Military mark matters of any
nature:. It is charged with the custodianship of and has
in reserve over elght billlon Allled Mllltary marks.

——— Mark Gurrency Reserveo

. It maintains- acéounts with the Land Central Banks of
each Land, having balances at present aggregating over

three billion marks. Its functions include Advances of
Allied Military marks to U.S., Armed Forces and Representa~
tives of Allied Governments, redemption of mutilated,
counterfeit or altered Allied Military marks, processing of
payments to over two million. German ex-Prisoners of War,
reimbursement of U.S. Disbursing Officers for M.G. Expen-
ditures. It is the Depository for MG Court Collections,
such as fines and forfeitures, and it is responsible for.
the preparation of reports forwarded to the U.S. Treasury,
War and Navy Departments. It participates in the formation
of policy governing currency matters. Maintains liaison
with the British Currency Sectlono? '

<
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