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PresiDENT -HARRY S. TRUMAN,
The White House, Washington, D. C.

My dear Mr, President: notaee,

I have the honor at this time to present to you the second annual report
of the Office of Alien Property Custodian. "“Hc report covers activities to
June 30, 1944,

The Office of Alien Property Custodian has had as its prmcxpal task thc

" control of those types of enemy property which require active managcment

in the interests of the war effort. Broadly, the enemy property under my
control falls into four general categories: business enterprises; industrial -
property, that is, patents, trade-marks and copyrights; real and personal
property; and property under judicial administration. Wherever it has
been deemed. necessary in the national interest, the Office has also been
concerned with property interests of residents of countries which have been
occupied by the enemy, parucu!&r!y industrial property and a hmlted
number of business enterprises.

The net value of the Government’s equity in formerly’ enemy-owned
property vested by this Office has been estimated at $212,400,000 as of
June 30, 1944, This estimate. excludes approximately 46, 000 patents, '
patent apphcatmns, unpatented inventions, and patent contracts; over
200,000 copyrights; and more than 400 trade-marks. These mdusmal
properties have not been given -any dollar valuation.

Action taken by this Office gives it direct or indirect control over assets -
valued at $443,800,000. Vesting .action accounts for control ~over
$327,200,000 representmg the estimated total value of properties located
in the Umted States and in friendly territories, consisting largely of assets .
belonging to business enterprises in which this Office has obtained either
complete or partial ownership. About $31,600,000 represents property
supervised by the Office without any ownershlp interest; the remaining
$85,000,000 represents those assets of vested business cntcrpnses whlch

- are located in enemy and enemy-occupied countries.

Asadditional property of the above-mentioned types.owned by nat:onals
of enemy countries is discovered, it is being vested.- In the process
of uncovering enemy ownership and control this Office has investigated:
more than 2,000 business enterprises. The prevalence of cloaking has made .
it necessary to investigate, in adldition to business enterprises admittedly
owned by enemies, enterprises which are nominally owned by nationals of
neutral countries..

Interests in 387 business enterprises have been vested. as of June 30, 1944,
Of these firms 128 are being operated as going concerns. The primary
objectives of this Office, once it has freed the enterprises from enemy con-
trol, are to assuré their maximum contribution to the war effort and o sell

- them to Americans for operation as useful parts of the American economy.

As of June 30, 1944, vested irterests in 11 business enterprises have been

! | sold. Two hundred and fifty-nine enterprises are being liquidated so that
* their assets and labor supply can be made available to other producers.
These enterprises in liquidation were cngaged in bankmg, insurance, whole-
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sale and retail trade, ctc.. Some of themn had been already in liquidation at

the time of vesting; the others were either unprofitable or conmdcred to

serve no useful function in the war economy.

One measure that has been accomplished with vested cnterprises is the
_contribution which they have bcen making to the war effort.  Many of the
vested manufacturing companies arc contributing dircctly to military
production. In 1943 their sales of war material alone exceeded their
total volume of sales of civilian and military goods during the preceding
year. A few of their products include aviation magnetos, potash, armor
plate, potassium persulphate, pharmaceuticals, urmcal instrumeénts, . coal
tar dyes and photographic supplies.

The Office has been selling vested real and ‘personal property as ex-
peditiously as possible. Careful attcntion has been devoted to working
-out satisfactory sales procedures, and nuch real and personal property
has been sold on a competitive basis at prices which have compared
favorably with the appraised values of the property.

Approximately - $34,000,000 of vested assets represents property under
judicial administration. By virtue of the authority delegated in Executive
Order No. 9193, this Office receives service.of process or notice on behalf
of persons in enemy and enemy-occupied territory, and represents such
persons in judicial and administrative proceedings. As of June 30, 1944,

there have been 3,311 cases in which this Office has designated attorneys,.

almost all of whom were members of its legal staff. This service, rendered
at a minimum cost, has benefited the courts, the ﬁducxancs, and many
other Americans and friendly foreigners.

As indicated earlier, patents arc not being sold. Patcnts vested from
nationals of enemy countries which had not already been exclusively li-
censed at the time of vesting have been made freely available to all Amer-
icans under a policy of royalty-free nonexclusive licensing.

“As of June 30,.1944, the Office has issued licenses covering 5,853 different

patents and patent apphcatxons, and two or more licenses have been issued

under 1,161 of these patents. Through a widespread publicity program
thousands of patents have been brought to the attention of potential
users. The patents held by this Office cover a wide range of fields but are

most heavily concentrated in the ficlds of chemistry, electrical equipment,

plastics, and pharmaceuticals.
The policy of licensing patents nonexclusively and royalty-free ongmally
applied to all vested patents. Such a policy eliminated the need for ar-

bitrary rate fixing, and was considered the most effective method of maxi- -

mizing the use of the patents,

Since the nationals of allied and neutral countries have continued to
_ collect royaltics on their American patents, it was recognized that the
nationals of enemy- -occupied countries whose patents were vested should
not be deprived of returns on their patents used during the war period.
The burden of negotiating royalty contracts under these patents happens

to be relatively light because of the small number of applications for

licenses under patents formerly owned by natlonals of encmy»occuplcd
countries. :

There were in force at the outbreak of war many contracts bctwecn
American firms and nationals of foreign countries providing for suchm at-
ters' as the licensing or assignment to Americans of patents taken out in
this country by foreigners. It is our policy to vest the rights of nationals
of enemy countries under such contracts, even in situations in which the
patents- themselves are not vestible..

v

‘of both enemy and enemy-occupied countries:

. accrue to this Office.
. and an additional 286 books have been licensed for republication.

. American licensees under these vested patents, -

Pmpcrty Custodian.

‘As of June 30, 1944, thxs Office held 877 forc1gn interests'in 624 patcnt '

“‘contracts. Some of the contracts in ‘which ‘interests were vested. were

agreements fixing selling pnccs or restricting productlon use; salé, or’

“ market areas, thiis ‘serving' as the foundation -of 1ntcrnatmnal cartels. In

cooperation with the Department of Justice we are trying to’ remove the ~

" ‘restrictions wherever it can be done without mvadmg the rights of persons
.. whohave acquired legitimate interests in the patents:
- now in effect emphasizes the desirability of voluntary negonanon w1th the.
.American parties to the patent contracts.

in copyrights, as in patents, this Office has‘vested the interests of natlonals
Unlike patents, copyr:ghta a

are vested on a selective basis, A determination to vest is made’if the

.. material is of importance to the war effort, if a failure to vest would lead

to unlicensed cxploitation or deterioration ‘of 2 work owned by a frlendly‘ i

" alien, or if pre-war contracts provide for the payment of royalties.

The most important objective of .the copyright program is to make
foreign scientific literature freely available to American scientists and tech-

. nicians cngaged in war work. Scientific books are licensed on a nonex-

clusive basis and licenses are royalty-free until all costs of reproduction
have been covered. After that time royalties, computed at standard rates,
As of June 30, 1944, 117 books have been published:
Seven
hundred other scientific books, many of them recent works, have been

" brought to the attention of American publishers of technical works for
- purposes of possible republication. The Office of Alien Property Custodian
' has also licensed for reproduction 1,592 works other than books, including

musical compositions and mlscellaneous items, Eight million feet of

motion picture film, representing 1,500 titles, formerly owned by nationals -

of enemy or enemy-occupied countries, have been vested. A considerable
portion of the film has been used by the Army, Navy, Office of Strategxc
Serivces, and, to a lesser degree, by other agencies.

Tradc—marks, like copyrights, have been vested on a selective basis.
Where trade-marks have been legitimately used by vested business enter-

" prises, it is the policy of this Office to sell such marks to the users before the

firms are sold. Likewise, vested trade-marks related to nonvested enter-
prises will be sold to those enterprises which had been using them. Trade-

- marks used by former encmy owners as descriptive designations for patented

products, the patents for which have been vested, will be made available to
Trade-marks used only on
goods manufactured abroad and sold here or trade-marks owned of record

.. in'the United States but never used on goods made or sold. here are not

being transferred to new owners. :

In the course of carrying out its functions this Office has received over
2,000 claims of persons asserting a right to relief from or against the Alien
In order to handle these claims a Vested Property
Claims Committee, divorced from all other actlvmcs of the agency, was
set up on July 22, 1943.

In addition to the administration of property interests acquired as a
result of the present war, the Office has been responsible for certain alien .
property matters remaining from the First World War. ’

Under Executive Order No. 9325, the necessary administrative expenses

*" of the Office of Alien Property Custodian have been periodically reviewed
"and approved by the Bureau of the Budget, and have been financed out of

the enemy properties held by the Office.
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The Office of Alien Property Custodian intends in this report, as in all its
- documents and actions, to keep you and the Congress. fully informed of its. j
activities. In addition this report presents detailed discussions of the

various problems which have confronted the Office,-the sélutions reached,
and the reasons for them.

" By request of the Inter-Agency Publications Committee of the Office of ’

War Information, approved by the Joint Committee on Printing of the

Congress, the list of the persons employed by this Office and the salary i
paid to each is not printed in this report. This information is béing trans-
" mitted separately to you and the Congress in- mimeographed form and.
copies are open to inspection by the public. All appointments by the

Office, seizures of property, sales of such property, and: our activities as,
owners or supervisors of vested property are always matters of public rccord

Respectfully, .
James E. MARKHAM,
Alien Property Custodian.
vi - o ’
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Powers and Objectives - -

" The powers of the Alien Propcrty Custodian have been set: forth by

legislation and by executive order.. Within the framework of the legis- -

lation, the executive orders define the types of property which the Custodian

may control, the nature of the control which he may exercise, and the types -

of persons whose property is within the jurisdiction of the Custodian, .,

STATUTES AND. EXECUTIVE ORDERS o
Statutes St
Trapine Writh THE ENEMY AcT. ——The constltutlonal authorlty of
Congress to enact legislation -concerning enemy property is found in
Article 1, sec. 8 of the Constitution, which provides that “Congress shall

have the ‘power to declare war * * * and make rules concerning’ cap-

tures on land and water” and -“to make all laws which shall be necessary -
and proper for carrying into execution the foregoing powers.” The first

legislative provision for an Alien Property Custodian in the United States
is found in the Trading with the Enemy Act of October. 6, 1917, author-
izing the seizure and administration of enemy property. - Under- this
legislation the first Alien Property Custodian was appointed during World
War 1. The original act relating to the Custodian’s functions has:since

been amended in many particulars. Some sections of the original act are

still in effect, some sections have terminated, and there is doubt of the,
effectiveness of other sections.}

FIrsT WAR Powers AcT.—Among the amendments to the Tradmg wnth' ‘

the Enemy Act are sections. 301" and 302 of the First' War Powers:Act,
1941, which ameénded a portion of section 5 (b) of the original act. - These
‘pew amendments substantially broaden - the powers of the Custodian.
They were conceived as avoiding ‘‘the rigidity and inflexibility ‘which
characterized the Alien’ Property Custodian law enacted during the last
war” (S. Rept. 911, 77th Cong., Ist sess.; p. 2), and as “adding a. flexi-

bility of control whlch experience under the original act and the recent. ’

experience under freezing control have demonstrated to be advisable?

(H. Rept. 1507, 77th Cong., 1st sess,, p. 3). In time of war or other- na-.

tional emergency, the act confers upon the President; or such agency or
person as he shall designate, broad power to investigate and regulate

transactions in property in which foreign countries or nationals of such -

countries have an interest, and to vest (1. e. take title to). such interests.
'The act further provides that property so vested shall be ““held; used, ad-

ministered, liquidated, sold, or otherwise dealt with in the interest of and " -

for the bencﬁt of the Umtcd States.”
Executive Orders

.

Executive Orper No. 9095. 2~~-Pursuant to the authomty conferred

upon him by the Trading with the Enemy Act as amended by the First

t 8ee H. Rept. 1507, 77th Cong., 1st sess,, p. 2.
27 Fed. Reg. 1971, March !3 1942, -
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War Powers Act, 1941, the President, on March 11, 1942, by Executive
Order No. 9095, created -the Office of Alien Property Custodian and dele-

gated to the Custodian all the powers which had been conferred upon him -

by sections 3 (a) and 5 (b) of the Trading with the Enemy Act, as amended,

other than those which he had previously delegated to the Secretary of the’

Treasury and to the Board of Governors of the Federal Reserve System
under Executive Order No..8389, as amended. - :
Execurive OrDErR No. 91423 —At the time of the establishment of
the present Office of Alien Property Custodian, there existed in the Depart-
ment of Justice an Alien Property Division charged with the administra-
tion of property seized by the Alien Property Custodian in World War [
and not yet disposed of. By Exscutive Order No. 9142, on ‘April 21,
1942, the President transferred this Division, together with all its property
and personnel, to the present Alien Property Custodian. He also trans-
ferred to thé Custodian the powers which had been exercised by the
Department of Justice in dealing with this property, important among
which are powers under section 12 of the Trading with the Enemy Act.
Execunive OrpERr No. 9193.4—The Office of Alien Property Custodian
operated under Executive Orders No. 9095 and 9142 until July 6, 1942,
. when the former was amended by Executive Order No. 9193. The latter
“order defines in detail the powers and duties of the Custodian, specifying
the types of property which may be controlled by the Custodian and the
classes of persons whose property he may control. The order draws the
boundary between the functions of the Alien Property Custodian and those
of the Secretary of the Treasury under the- “freezing control” program.

.- BOUNDARY BETWEEN THIS OFFICE AND TREASURY

Two Tyres oF Engmy ProrerTy To BE ConTrorrep.—The proper
administration of enemy business enterprises doing business within ‘the
United States, engmy patents and similar types of productive resources
‘requires. management by the Government. On the other hand there is
a large volume of enemy purchasing power, including cash, bullion,
bank deposits and securities, which has been deemed to require merely
regulation by the Government. By and large the distinction between these
two types of enemy property was the basis for the division of authority
over enemy property between the Alien Property Custodian and the
Secretary of the Treasury:® oo

o e oo
Funcrion ofF Tuis Orrice—The objéctive of control over productive

resources formerly controlled by the enemy is to exploit them to the full
as a part of our war effort and for the sake of the productivity of the
economy. If business enterprises are boarded up or patents are immobi-
lized, the-efficiency of industrial production will suffer. Under section 2
of Executive Order No. 9193, the Alien Property Custodian has been as-
signed the function of handling enemy -business enterprises, enemy patents
and similar property. This order provides for the release of control of this
property by the Secretary.of the Treasury to the Custodian upon the
Custodian’s determination to assume jurisdiction. :

Funcrion ofF Treasury.—The objective of wartime control over the

37 Fed. Reg. 2985, April 23, 1942,

¢ 7 Fed. Reg. 5205, July 9, 1942 o

8 Statistics as to the property controlled by the two agencies may be found in Ch. 11,
“General Description of Controlled Property,” pp. 14~-23.

92 4 ' | o A .

“foreign country a

E enémy’s general purchasing. power is to keep him from using it to finance

propaganda or sabotage, or for other purposcs contrary to the interests

i i No. 8389, as amended,
’ he United States. Under Executive .Order No. s
?istoisibi]ity for-maintaining such control-was assigned to the Sccret%ry of
! th’pTreasury. Acting through Foreign Funds Control, which also performs -

other functions, he establishes and adminisiltérs th:;l rzq;lli_s‘itc gzgirzi:p&;;ittk;
iqui ts, such as cash, bullion, it
reference to enemy-owned liquid assets, st ) _ ¢ deposi
iti the Alien Property Custodian, the
nd securities. When, upon request by lie; ; a
g“cretary of the Trcas:.n‘y releases to the Custodian control over an-enemy.

" .business enterprise, or other. productive property, he also releases to the

Custodian control of any liquid assets pertaining to the productive pr;opgrfy.

AREA OF CUSTODIAN'S AUTHORITY . |

Exécutivc- Order No. 9193 (section 2) delegates to the AlienhPrfoli)Icr‘:Iy )
Custodian the power to direct, manage, supervise, contrql or ve;t t g e} ? - -
ine classes of foreign-owned property: - L L
1“%;); ;my businessg enterprise in the United States which'is a na}t:onz;l of an
enemy country 8 and any property under the control of any such enterprise

ny i in i national of an enem
or any interest in 1t held by an enemy country or a a _ uy

- country.

si ise in the United St hich is a national of;a
~ business enterprise in the United States w f I of]
@ nd anypproperty under the control of such an enterprise, or
any interest in.it. held by a foreign country or foreign n'an;.ona}l1 thrtl’ it _xsi
determined by the Alien Property Custodian that it is in the na 10’na

interest: ‘ . .
(1) to provide for the protection of the property; hcics:
'(2) to change personnel or ‘superxlrlse _cmploymept policies;
3} to liquidate, reorganize or §el; ) S -
’ %4% to d?rcct thé‘managemcnt in respect to operations; or -
to vest. ) - : A _
g’)) Any othet property in the United States owned 101;i .contrzillegegzéi?:
i ’ ) ot including cash, its,
'my country or national of an’enemy country, n ing ca ,
;z;eiygn exch);nge and securities unless necessary for the maintenance or
i i ting. o N
arding of other property subject to ves )
Satg:i%uAny pgatent, copyright, trade-mark, or related rights, and any protpc:;ta)i .
payable with respect thereto in which any Joreign qqqntry or foreign natio

has an interest. . ' ) ) K
" () Any ship or vessel in which any foreign country or foreign national has

interest. . R . o
ang) Any property whatsoever which is being admmlsten:g ur};c:cc)g g:éf‘z;zg:
51 ichisti ition, libel, condemnation or other pr
supervision or which is in partition, l1be?, ¢ : ° r proceedings
ich i try or national of an enemy ’
and which is payable to an enemy coun ions T rion 5. 10
ian i ized by the executive order {scC -t
The Custodian is also authorized } utive cction 5) {0
issu 1 i overning the service ol process
issue appropriate regulations goy of - notice in
ini i erson within enemy. y-
court and administrative actions’upon any pe _ ) or cnemy:
i i res in representing such persor
occupied territory and to take such measu ) sent
in hils).judgment and at his discretion may be in the interest of the Un;thl

e CoBjEcTVES

The above discussion of the powers of the Cfustc-)dianfn;layf éerrgd;xasng.
background for a brief statement of the basic objectives of the-Custodian

policies toward enemy property in this country. »
s The phrase-“national of an enemy country” is defined below, pp. 5-6. .-

32281

+ '3




Wartime énd Post-War Objectives

There are two main types of possible objectives of the control of enemy
‘property in the United States in time of war. ‘Wartime ohjectives, which
include the exploitation to the full of all enemy property in this country in
the interest of the United States for- the duration of the war; and post-war
objectives, which involve the disposition of this property- or its proceeds
after the war. . : ' A .

The wartime objectives are of immediate relévance to the Office of
Alien Property Custodian; their attainment has been .the goal of this
Office since its establishment. Property has been brought under the
ccontrol of the Custodian, managed, and disposed of, always in an endcavor

to make the maximum contribution to the prosccution of the war, A

more detailed discussion of the wartime objectives occurs in the Annual
. Repo& oj; élx Office of Alien Property Custodian, March 11, 1942 to Fune 30, 1943,
- pp. 12-14. o ’
The post-war. objectives involve an undecided question of national
policy which is within the competence of the Congress and not of the
. Custodian, After the last war the bulk of the proceeds of the sale of the
property which had been seized by the then Alien Property Custodian was
returned to its former owners. This precedent conceivably might be
followed. There is also the possibility that the property ‘(or its proceeds)
will be retained. Legislation has already been introduced into Congress
by various members of both houses proposing that the property vested
from nationals of enemy countries by the present Custodian should not be
returned. Although the issue is not oneé for him: to decide, the Custodian
has had to reckon with both possibilities. '
An additional post-war objective of the Custodian concerns primarily
vested patents and patent contracts. The Custodian attempts to seek out
_ any restrictive holds which foreign-owned patents may have on' American
industry and, with the aid of other agencies of the Government, to break
them wherever they are found, by whatever means may be available,

Relation to Vesting Policies

The alternative objectives suggest different vésting policies. If the prop-

erty is to be returned it would seem, from the point of view of post-war
objectives, that the Custodian would do well to avoid vesting: wherever
possible; for he would have to’divest himself of the property before long.
If, on the other hand, the enemy property is not to be returned, the Custo-
dian should vest all such property under his jurisdiction in order to bring
it under the control of the Government.
~ The dilemma has not proved too scrious. - The.Custodian has found that
 the vesting of all enemy property in this country which should be vested in
order- to attain the first type of objectives, the wartime objectives, has
meant the vesting of the bulk of the property under his jurisdiction. It has
been his policy, broadly speaking, to vest only those types of property
where vesting ‘may contribute to the attainment of wartime objectives.
Accordingly he has not ordinarily vested such property as mortgages, life
Insurance and accounts owed to nationals of enemy countries, categories of
enemy property which are quantitatively of secondary importance. If
enemy property is not to be returned, this property can be vested later.

Policies and Techniques. =~ - 7 . \
The policies followed by the Alien Property Custodian in exercising
control over property vary with the class of person and with the type of -
property. He employs two main techniques: vesting and supervision. Of
these, vesting is by far the more important and is much more frequently - . .
employed. When the Custodian vests property, title passes to him. When -
he takes supervision of property, he does not obtain title but assumes power
to “direct, manage, supervise and control” the property.  In-addition to
vesting - and supervision, the Custodian employs for-some purposes the. -
technique of regulation by general order. y

POLICIES CONCERNING CLASSES OF PERSONS

Nationals of Enemy Countries - v : .
. DerNiTION OF NATIONALS OF ENEMY COUNTRIES.—In modern total war® .
the use of cloaks, fifth columns and quislings makes the definition of an .
“enemy”’ a complex problem. Under the Trading with the Enemy Act
and the Executive Orders issued under it, for the purposes of the Alien
Property Custodian an “enemy” may be the government or any political
subdivision of a designated enemy country or a person who-is a “national
of a designated enemy country.”” A condensation of this term, namely
" “national of an enemy country,” is frequently used in this report for reasons

of-convenience;. it has no legal status, but is intended to convey the same °
meaning as the longer phrase. The term “national of a designated enemy
country” is of broad scope and may include citizens of any nation who are -
residing in enemy countries, or any persons, regardless of their place of *-
residence, who are acting for the enemy. . & ,

Under Esxecutive Order No. 9193, sec. 10 (a), and Executive Order .
No. 8785, sec.-5E, the term “national of a designated enemy country”
includesi! ’ ' o

a. Any person domiciled in, or a subject, citizen or resident of a desig-
nated enemy country. o ) ‘ , R

b. Any partnership or other business enterprise organized under the laws -
of, or having its principal place of business in, a designated enemy count
or controlled by such a country or its nationals. | , Co

c. Any persons acting directly or indirectly on behalf of any national of a
designated enemy country. | o . —

d. Any person who there is a reasonable cause to believe is a “national”
as defined above, o - ]
Persons not within designated enemy countries shall not be deemed to be
nationals of a designated enemy country (even if they are in enemy-occu- .
pied countries) unless the Custodian determines that: . S

t The ‘exact text of these Executive” Orders may be found in the Appéndix of the
Annual Report of this Office for the period March 11, 1942, to June 30, 1943. :

0D 1
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(1) such persons are controlled by or acting for a designated enemy
country or a person within such country, or

(2) such persons are citizens or subjects of a designated enemy country
and within an enemy-occupied country or area, or

(3) the national interest of the United States requires that such persons
be treated as nationals of a designated enemy country. ' '

TrREATMENT oF PROPERTY OF NaTionaLs oF Enemy CounTrIES.—If after
investigation it is found that property belongs to a national of an enemy

country and that the property is of such a character that the interest of the .

United States would best be served if it were cither actively managed

(operated, liquidated or sold), titlé to the property is vested in the Alien .

Property Custodian. In the exercise of his powers over property vested
from nationals of enemy countrics the Custodian is under no obligation to
attempt to manage or dispose of the property in a manner which might
conform to the plans and wishes of the former owner. '

- Property -of-the personnel of the enemy’s diplomatic corps and consular
service and members of their immediate families is ordinarily not vested.

" Nationals of Enemy-Occupied Countries

Persons WHo. ARE TREATED as NaTionars ofF ENEmv-Occurien Coun-
TRIES.—In the executive orders establishing the Office of Alien Property
Custodian and defining its functions there- is no explicit definition of
nationals of enemy-occupied countries similar to the definition of nationals
of designated enemy countries. In the discharge of his duties, however, the

Custodian has frequently found it advisable to treat as a group all persons -

resident behind enemy lines other than those who are found to be nationals
. of designated enemy countries within the meaning of the executive orders.
These persons may be referred to as nationals of enemy-occupied countries.?

The rcasons for treating nationals of enemy-occupied countries as a

special group are inhcrent in their situation. They are resident behind -

enemy lines, yet they differ from nationals of an enemy country in that

presumptively they are not hostile to the interests of the United States. On

the other hand, nationals of enemy-occupied countries differ from residents

of neutral and allied countries, both in that they are cut off from their

property in this country, and in that they are subject to any forms of pres-

_ f)urc ]vahich an unscrupulous enemy can apply to compel them to actin his
chalf. ’

TREATMENT OF PROPERTY OF NaTioNaLs ofF ENEMy-Occuriep Coun-
Tries.—The Alien Property Gustodian rarely vests property of nationals of
enemy-occupied countries except patents and copyrights. {The reasons for
vesting patents and copyrights owned by nationals of enemy-occupied coun-
tries are discussed in Chs. VIII, “Patents,” and IX, “Copyrights and Trade-

.marks”). If the Custodian finds, however, that a particular piece of
‘property is held by-such a national as a cloak for an enemy owner, or
that the enemy exercises direct or indirect control, it may be vested as cnemy
- property. Although he does not vest, the Custodian may supervise property
beneficially owned by a.national of an enemy-occupied country if he finds
that the management requires active direction as contrasted with the regu-
latory controls applicable to blocked nationals under the freezing control
program of the Treasury Department. : ‘
This supervision is in the interest of the friendly foreign owner, since it

1 This definition should be r;cgardcd as a tool useful in deseribing the general policy of

g’% Custodian rather than as a rule officially laid down and invariably followed by this
ce. . . .

6'+

summer of 1943, the Alien Property Custodian was contemplating the issu- .

.

may protect him against the deterioration or loss of his property when cir-
cumstances beyond his control prevent him from exercising the rights of
ownership. “Supervision is also of benefit to the United States, since the .
national interest requires that resources be conserved and managed in the .
most éfficient manner, especially in time of war. T
At the beginning of the period covered by the present . Annual Report, in the -
ance on a large scale of supervisory orders covering the business enterprises
and other property of nationals of enemy-occupied countries. A descrip-
tion of this program was incorporated into discussions of the policy of this
Office in its Annual Report for the peried March 11, 1942 to JFune 30, .7943.
(See e. g., pp. 51-52.) Most of this program was abandoned. The pro-
gram would have meant the transfer of a large number of business enterprises =

from Foreign Funds Control ta the Alien Property Custodian. Foreign

Funds Control had already set up a staff which was exercising control over
the business enterprises in question and the Custodian caie to the conclu~
sion that it was not necessary in the national interest for him to assume juris- -
diction, since in ordinary circumstances the control exercised by the Secre-
tary of the Treasury was adequate. From time to time, after consultation
with the Treasury, the Custodian has made special determinations that.it-
was necessary in the national interest for him to supervise particular enter-
prises when these enterprises required active management. _

In practice the Custodian has made such determinations infrequently.
Only 27 business enterprises- which are nationals of enemy-occupied coun-
tries have been brought under the supervision of this Office, out of a total of
several hundred such enterprises. During the last half of the fiscal year the
only enterprises of this sort which were actually brought under supervision-
were patent holding companies. Supervision of these companies is designed
to supplement the Custodian’s policy of vesting the patents of nationals of
enemy-occupied countries. o :

The assumption of control by the Custodian over the property of nationals
of enemy-occupied countries has raised special problems’ of jurisdiction.
The governments of certain occupied countries have taken refuge abroad.
Some of these governments have taken action which is intended to apply to .
the property of their nationals outside of their homeland. The Government
of Belgium has issued decree-laws according to which it is’authorized to-
appoint representatives for those of its nationals who_are not represented
outside enemy-occupied territory. Similarly, the Government of the
‘Netherlands decided to vést all foreign property of those of its nationals who
remained within the occupied territory. Other governments-in-exile -also

"have taken action in this field. It has been the general policy of the Custo-

dian to consult with the representativés of the governments-in-exile through -
the Department of State before taking steps which affect the property. of
their nationals. L . ’

Internees . - . o

- - INTERESTED AGENciEs.—Control over the property of internees is divided »’

between Foreign Funds Control of the Treasury and the Office of Alien
Property Custodian. {The War Relocation Authority has jurisdiction
over the property of evacuees housed at War Relocation Centers.) .
Under Treasury Regulations, Foreign Funds Control blocks the accounts
of all internees. Each internee is authorized by specific license to with-

"draw from his blocked account not over $180 monthly. When an internee

- 322819 .
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is paroled he must apply to the Treasuryv for a license to have his accounts’

unblocked.

The powers of the Custodian with respect to the property of internees do
not d1ffcr from his powers over the property of other nationals of enem
countries. But before exercising jurisdiction over this property, the Cus)f
tod}an must exjdlparily first make a “determination” that the iniernee isa
national of a designated enemy country within the meaning of ‘Executive

_ Order No. 9095, as amended, since most provisions of the.Executive Order
do not otherwise apply to persons “not within designated enemy countries.”
_ActioN Taken By Tris Orrice.—The Alien Property Custodian assumes
control over the property of internees whom he has determined to be

[}

nationals. of enemy countries when their property would otherwise lie -

glcrelict, or when there are other reasons for him to'manage it in the national
interest. He may be requested by the internee himself ‘to take action:
~ The Quswdlar} hag authority either to supervise or to- vest such property‘
and his practice ‘has varied. The Custodian has been inclined: to usé
supervisory orders for the reason, among others, that they can be terminated
with’ a minimum’ of difficulties and formalities. At present decisions are

made as to what type of control is best adapted to each individual set of cir- .

cumnstances, if it is determined that the property should be controlled at all.
The comparatively small number of important items of internee property

- ~which are within the Custodian’s jurisdiction already have been brought

under the control of this Office. "The bulk of the remainder of internee
property is in an advanced state of liquidation, and th¢ Custodian could
make- little contribution to the war effort by vesting it. Few additional
persons are being interned, and it seems unlikely at present that the Cus-
todian will assume control over much more property ‘of internees.
ParoLep INTERNEES.—The Custodian does not automatically relinquish

supervision of the property of an internee upon his parole. In some in- -

stances tgg Office has relaxed supervision, and permitted the parolee to
manage his property or actively to engage in business under t
~ control of the Custodian. o . he 'gcneral

Repatriates . : -

As a general policy, the Custodian treats the property of pers i
ated to enemy countries in the same way as t}l:e gropirty%? pct):?zol:sp?:li:)
resided in enemy countries at the outbreak of war. The Custodian has
vested the interests of repatriates in about 25 business enterprises, in a
score or more parcels of real estate, and in a few lots of personal pro,perty

If the repatriate was housed at a War Relocation Center, the War
Relocation Authority had jurisdiction over the care of his pro‘f)erty prior
- to his repatriation. Immediately prior to a mass repatriation, the Office
of Alien Property Custodian sends a representative to relocation centers and

immigration stations to interview all prospective repatriates to detcrmine

the type and extent of their property. But only in exceptional cases does
. the Custodian vest or supervise the personal effects of repatriates. ~

Persons on the Proclaimed List : :
NA_person or firm is placed on the Proclaimed. List of Certain Blocked
_ ia‘txonals”by. an interdepartmental committee set up for the purpose when
’lIt‘ deems” him to be an enemy agent or to be acting on behalf of the enemy.?
o be on the Proclaimed List is not sufficient to be considered a national of -

% This committee includes representativ
es of the Secretary of State, the Secret 1
§ ary of
Treasury, the Attorney General, the Sceretary of Commerce, the Foreign Ecrgnotg;z
7 Administrator, and the Coordinator of Inter-American Affairs.

8 +

a-designated enemy country by the Alicn; Property Custodiari, however,
since Executive Order No. 9095, as amended, provides that the Custodian,

-must make a specific determination that persons not within enemy countries
The Custodian has not usual- -, -

ly made such determinations with reference to persons on the Proclaimed. -

are nationals of a designated enemy country.

List.* Lok T H
Presence of the name of a person or firm in a neutral country on the’

- Proclaimed List may indicate to the Custodian- that the person or firm has
- been acting as a cloak for a national of an enemy country. . The Custodian

may then vest as enemy property any property snominally owned by the.
person on the Proclaimed List but actually owned by nationals of enemy

countries.’

American Citizens. T e - T
It may happen that an American citizen resides in enemy-controlled ter-

ritory, or that an’ American citizen resident in this country is found to be

~ acting on behalf of the enemy. Under Executive Orders Nos. 8389 and

9095, as amended, the property of such persons may be subject to vesting
by the Custodian. ‘ . ‘ S
Occasionally it is extremely difficult to find out whether individuals who
were once citizens of the United States have forfeited or renounced’ their-

citizenship. For example, a person may have migrated from Germany to
the United States, stayed here long enough to take out citizenship papers,
and then returned to Germany. and resided there for an extended period.
It is not always possible to determine whether such an individual is still
technically an American citizen. The Custodian, however, does not have
to determine whether a resident of an enemy country is or is not still an

 American citizen. His residence in an enemy country makes him a national-

of an enemy country and his property is subject to vesting by the Custodian.®
The Custodian, however, exercises his authority with caution. Exceptions.
are always made for Americans who have compelling reasons for residing
in enemy countries, for example, missionaries and prisoners of war, B
_ Similarly, if the American citizen is resident in enemy-occupied territoty,
he may be treated as a national of an enemy-occupied country. '

'TYPES OF PROPERTY VESTED

. The broad policies of the Custodian concerning the property of different
classes of persons have been applied -to the assumption of control over
particular types of property. The principal types of property with which
the Custodian is concerned and rough statements of practices governing

ciy

- vesting of each type are given below. - These statements are neither com-

plete nor universally applicable; more accurate statements-may be found
in the discussions in.the appropriate chapters later in the report. '

Business EnTErpRisEs.—The Custodian vests property In ‘business

enterprises when ownership by nationals of enemy countries constitutes.
actual or potential control of the enterprise. Ownership of 25 percent or
more of the outstanding capital stock (or partnership interests) has been
taken as a rough criterion of control by the enemy. e .

* This replaces a more general statement in the Annual Report-of the Office of “Alien-
Property Custodian for the periad March 11, 1942 to June 30, 1943, p. 18.. R

5 The total value of vested property formerly owned by individuals whzf{obab{y, are.
American citizens (exclusive of property of which they were only nomin owners) is
$2,100,000. The owners of almost all of this property were residentsiin enemy countries

at the time gfvgﬁng. 322 8 n O .
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PATENTS AND PATENT ApprLicaTions.—The Custodian vests all patents

and pending patent applications of nationals of enemy and enemy-occupied
_countries. :

Patent Contracts.—The Custodian vests the interests of nationals of.

enemy and enemvy-occupied countries in all patent contracts to which
they are parties. ) N, '

CopyricHTs,—The Custodian vests copyright interests owned by national
of enemy or enemy-occupied countries when it is necessary to.do so either
to collect royalties or to arrange for the republication or other uses of the
copyrighted works. =~ - ’ '

Trabe-Marxs.—The Custodian vests enemy-owned trade-marks when
they are part of the good will-of a firm which he has vested and intends to

_sell. He also vests trade-marks owned by nationals of either encmy or
enemy-occupied countries when vesting is necessary to protect the legiti-
mate use of a-mark by an American firm. '

. Rear ProperTy.—The Custodian as a rule vests real propérty of na-
tionals of enemy countries valued at §1,000 or more. -

TanciBLE PersoNAL PropErTY.—The Custodian, broadly speaking
vests tangible personal property owned by nationals of enemy countricsi
(1) when it is of value to the war effort, (2) when it is taking up storage
space _and. transportation facilities required for more important uses,-
?{id (3) when it is on consignment to enterprises controlled by the Custodian.
thzndggso &ot ordinarily vest tangible personal property of a value of lcss

ProrERTY UNDER JupiciAL SupERVISiON.—The Custodian vests all
enemy rights in property- which is being ddministered by persons acting
under judicial supervision, notably property in estates and trusts. He

also vests property which is in libel, partition, condemnation or similar -

proceedings. L _ : , A
Suips.—The Custodian vested the enemy interests in the Axis ships.
which were seized by the United States shortly before the outbreak of war.

SUPERVISION

Supervisory orders provide for the “direction, management, supervision, -

and control” of specified foreign-owned property by the Custodian with-
out transfer of ownership to him. For example, under a supervisory order
the Custodian can direct an officer of a supervised busincss enterprise to
perform actions within .the officer’s normal jurisdiction. The Alien
Property Custodian has issued supervisory orders for four main purposes:

1. To Faciitate INvEsTIGATION.—Concealment of enemy interests in
business enterprises sometimes makes it extremely difficult to determine
from_the outside whether a firm is or is not controlled by nationals of an
enemy country. Under such circumstances the Alien Property Custodian
may issue a supervisory order with reference to the enterprise. A super-
visor is then installed in 4 position to observe the conduct of the business
from the inside and to discover any enemy influence which may exist.
The work of investigation is now well advanced and no situation has
arisen for some time in which it has been found necessary to issue a super-
visory order to facilitate investigation. .

2. To SuppLEMENT VESTING OrDERS.—The issuance of supervisory orders
often enables the Alien Property Custodian to acquire control of business
enterprises more quickly than through vesting action alone.  The pro-
cedure of transferring title and changing the management of business

LI

b enterprises in the .usual way may be _tim:-consuming.__Immediaﬁtc;supcr-'
. vision can bridge the gap, for example, between the time a vesting ordex; o
with refergnce to a corporation-is issued and.the time when a stockholders’: .

' 1943 to incorporate supervisory orders as clauses in

 Occuriep CountriEs.—The use of supervisory orders for this purpose has

. require certain classes of persons, or_persons having interests in certain

" hibiting all such transactions, but then modifying the prohibition to per-

meeting is held at.which the Custodian elects new directors.

give the Custodian broader powers than vesting alone,-partlcglagly }vhcn
only a minority interest in a business enterprise'1s vested. Majority inter-,
ests which are in control may not be entirely satisfactory; supervision may.
then be necessaty in order to assure the elimination of any potential enemy

o . . : ° - Iy
Auence. Accordingly it has been the practice of this Office. since car
1943 e ' E per all vesting orders affect- .

ing enemy interests in business enterprises. ‘ _ o :d
Supervisory orders are also used to supplement vesting orders by extend-
ing the control of the Custodian over. the subsidiaries of enterprises in..

‘which he has vested interests. ‘ o o S
3, To AcguiRe CONTROL OVER THE PROPERTY OF NATIONALS OF LNEMY®

already heen described in the discussion of the treatment of the property

of nationals of enemy-occupied countries, pages 6=7. - ' .
4. To AcouiRe CoNTROL OVER THE ‘PROPERTY, OF INTERNE.ES.*,"'ThC use

of supervisory orders in assuming control of the property of internees _}}gs«

been explained above undsr “Internees;”’ pages 7-8. S

REGULATION BY GENERAL ORDER

Vthure 6! General Orders

In contrast to vesting orders and supervisory orders, which. refer-to -
specified pieces of property, general orders, .the third form of control,-may

types of property, to perform or refrain from perfqrming cerfzain 'ac'ts.,
General orders are issued by the Custoedian not only as a means qf con-
trolling property but also for a variety of other purposes. L

When the Custodian lssues General Orders . s
Of thé 24 general orders in effect on Juné 30, 1944, two give to the Cus-
todian control over transactions relating to property of nationals of certain .
foreign countries in patents and trade-marks (No. 11) and in copyrights. -
(No. 13). A third order gives to the Custodian contx:ol over property ».of »
nationals of enemy and enemy-occupied countries which is under Judl(flal_
supervision or involved in a court or adrhinistrative actlon.orproceedmg K
(No. 20). The Custodian in these orders employs the legal device of pro-

&

. mit transactions under conditions laid down by him in the orders or in
regulations issued under them.- ‘ , o . S
g‘éven of the general orders (Nos. 2, 3, 5, 12., 14, 16, 27) re}ate to the
discovery of the interests of different persons in property subject to thcv
control of the Alien Property Custodian. One of the: seven, for exafpple,

requires reports from all persons claiming -any interest in any patent issu
to a‘'designated foreign national, or in- which any designated foreign
national has had an interest since January 1, 1939 (No. 2). . o
Three general orders (Nos. 18, 23, and 28) require the payment to the
Alien Property Custodian upon demand of royalties due to nathnals pf
enemy and enemy-occupied countries under contracts basedlon rights in.

patents, copyrights, and trade-marks. - an ny

“Furthermore, supervision in connection with vesting may frequendy ~ . - 7}
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The activities of the Custodian in representing persons in enemy territory
in legal proceedings were the occasion for a general order (No. 6) per-
mitting the service of process on the Alien Property Custodian in any
court or administrative action in which service of process is to be made on
a person in territory controlled by the enemy. . '

Four general orders deal with claims against the Custodian: they set up

a claims procedure (No. 4), provide for certain types of claims by persons -

formerly resident in enemy territory (Nos. 15 and 22), and extend the
period in which certain claims may be filed (No. 21). '

One general order (No. 30) sets up exchange ratios between the currency
of the United States and 'that of five enemy countries to provide for the
discharge of certain obligations, the amount of which was fixed in foreign
currency. . o ,

.Employees of this Office are prohibited by one general order (No. 8)
from participatinig in transactions affecting properties in which the Cus-
todian has an interest. - :
Another general order (No. 17) requires employees to keep confidential
all information obtained in the course of their duties unless authorized to
disclose it by the Custodian or his representative. Exceptions are made
providing for the furnishing of information to the President, the Congress
and the courts. : o g :

. The remaining general orders deal with subjects related to the adminis-
tration of the Office, namely, the formation of the Executive Committee
(No. 1), the setting up of procedures governing the sale of property by the
Custodian (No. 26), and the delegation to the Secretary.of the Office of
Alien Property Custodian of the power to authenticate documents (No. 7).

EXPLANATION OF TYPES OF ORDERS

- Although vesting orders, supervisory orders and general orders are the
basic forms of control used by the Alien Property Custodian, other types
of orders may-be issued by him. The following is a list of the several types

. of orders issued by the Alien Property Custodian, with a brief explanation
of each: ¢ , ' o V S o :

‘VesTiNG ORDERs.~A vesting order is the instrument employed by the
Custodian in the seizure of property or interests in property described in
the order. A vesting order “* * * * has the legal effect of transferring
completely to the Custodian for the benefit of the United States * * * 7 the
vested property. [The Pietro Campanella, 47 F. Supp. 374, 377 (D. C,,
Md., 1942)]. Vesting orders used to vest additional property or ad-
ditional interests in property partly covered by an earlier vesting order
may be referred to as supplemental vesting orders. Amendatory orders
are used to correct or to change the description of property, or to. corréct
minor errors, in a vesting order. (Amendments to other types of orders’
may also be issued.) S, .

SupervisOrY ORDERs.—A supervisory order is the official statement by

the Custodian that he has assumed jurisdiction to direct, manage, supervise -

and control the property specified in the order. . .

. TermiNnaTION OrpERrs.—The Custodian issues termination orders when
he determines that control exercised under supervisory orders is no longer
necessary in the national interest. '

. 8 The Appendix includes lists of all types of orders except supervisory and termination
orders, which are not published in the Federal Register, ‘

© SUBORDINATION ORDERs.—A subordination order is a determination by

i inciples jui t.specified claims held by ’
the Custodian, based on principles of equity, that ) '
the CuStodian, against a corporation or other business enterprise are to be

paid only after certain other specified paramount claims are paid in full...
GenErAL OrDERS.—General orders are issued by the Custodian to r(;qulref

certain classes of persons, Or persons having interests in cer'tam ftypetshgr

property, to perform or refrain from performing certain acts; or for other

purposes.

SprciaL. ORDERsi—Special orders are similar -to general orders except

that they refer only to a particular person or situation.’ A

‘DivesTing OrpERs.—Divesting orders transfer vested property from the

Custodian to persons found to bé entitled thereto pursuant to-administrative
or judicial determinations. They are used te return propertxtakcn by mis:
take. ' .

2

since been employed for this purpose in lieu of nullification orders.

DissoLuTioN ORDERs.—A dissolution order is a“direction to officers and

directors of a corporation relating to the distributiori of assets and treatment
of liabilities in the course of the dissolution of the corporation.

S 322822
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NurLtricaTion Orpers.—Four nullification orders were issued and pub-
' lished by the Custodian in the period prior to that covered in this ;cglert.;.
They were intended to correct mistaken vestings. Divesting orders have




»[ 1]«

' ‘General Description of Controlled Property

This chapter is-devoted to statistical information. Figurcs are presented
indicating the amount of property under the control of the Office of Alien
Property Custodian, the value of property vested and that of property
supervised. The composition of the holdings asto type of property and
nationality of former owners, and the changes in form and value which

vested property has undergone under the control of the. Office, are also
analyzed.

In the interest of dispelling certain confused impressions which appear
to exist as to the relation of the property controlled. by the Custodian. to
the total foreign property in’ this couritry, a brief recapitulation of the
estimates concerning the latter is first presented. :

FOREIGN PROPERTY IN THE UNITED STATES

The following set of figures permits a broad view of the situation:!
Total foreign pro
enemy countries .
Forcign property under some measure of control by the U. 8.

rty (allied, ncutral, enemy-occupied and :
: ' 815, 556, 000, 000

Government.-. . .., e S 7, 965, 000, 000
Total enemy Property. . ...ttt e 567, 000, 000
- Property vested in Alien Property Custodian. .. ........... 197, 000, 000

The first three of these figures are recently revised estimates based on the
census of foreign-owned property in the United States which was conducted
by the Treasury Department.in 1941. The estimate of the total value.of
enemy property in this country ($567,000,000) and the value of property

vested in the Alien Property Custodian ($197,000,000}) are not strictly com- .

parable. Any estimate of the total value of enemy property is necessarily
tentative, since additional important items, the enemy ownership of which
has been concealed; from time to time come to light. There are, moreover,
certain differences between the methods of evaluation used in preparing the
two figures. The figures are, nonetheless, sufficiently comparable to make
"possible a rough estimate that the-value of the property vested in the

Custodian represents somewhat less than half of the value of enemy property
in thisx:(').untry.2 ‘ .

TOTAL PROPERTY CONTROLLED BY THE CUSTODIAN

The value of all property brought under the control of the Office of
Alien Property Custodian is substantially larger than the figure given as
the value of property vested.  The latter does not include, for example,

! These figures include gold and foreign securities held by custodians and nominees
in the United States for foreign accounts as well as dollar assets. :

1 A more detailed discussion of foreign property in the United States may be found
in the Annual Report of the Office of Alien Property Custodian, March 11, 1942 to Fune 30, 1943
pp. 93-98. :
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is as follows (as of dates o

Unpatented inventions. .

Trade-marks

_In addition, by the vcst:1
-a corporation, the Custodi

without acquiring title to
"Excluding the unevaluate
also all assets located in ¢
4. of all property which has

The exact relationship

MILLLORS
OF DOLLARS

3590

300 ¢

- ASSETS OF
VESTED

200 |- BySINESS -

ENTERPRISES®

150 |—

250

100

50

* Excluding assets located

CHART 1.—Relationship of

"3 The Custodian has vested

" vested property to which no dollar value has been assigned. This property

Patents. . . .. s .
Part interests in ‘patents. .
Patent applications. ... ..

Interests in patent CONMTACESI.. ... ..oireenmnacrrerrrm ot

“Interests in ships. .. ...

assets of the enterprise, even though others retain importarlzt ownersh!.g tor
creditor interests.. The Custodian may also acquire control over property, .

as follows. (as of dates of vesting or supervision):

Total value of property controlled through, vesting orders and re-
isory orders. ... ... . O N T EE S
Téi;ti?i:ﬁgc;f? ;)rogcrty controlled through supervisory orders alonc'..

Total value of proix:rty controlled by the Custodian. ... U

value of vested pfoperty is illustrated by Ch&;rt 1. .

TOTAL PROPERTY
CONTROLLED

Custodian, as of Dotes of Vesting

f vesting): . .

R R R
R T R R

ng of a majority of the voting common stock of
an may acquire effective control over the entire

it, . through the issuance of supervisory orders.
d vested property listed above, apd excluding
nemy and enemy-occupied countries, the value

been brought under the Custodian’s control 1§

..~ $327, 200, 000
31, 600, 000,

358, 800, 000 -
between total property controlled ‘and the net

SUPERVISED R
_ PROPERTY

EQUITY W
. VESTED:

BUSINESS
ENTERPRI SES

OTHER
VESTED
PROPERTY

NET EQUITY
- VESTED

in enemy-contmlle;l terr}tory.

Tok':I Property Controlled to Net Equity Vested in the

322823 -
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877 interests in 644 patent contracts.
BN .




If assets located in e;ncm itor ich | A k

Lo C ) Y territory- which bel

;/gscd enterprises are included, the total vmu:(:}nlg)réo c:cisted aam:iI super-
e Custodian is $443,800,000. , perty controlled by

- be Ser Ved and Var.i S W‘de y
‘ ! - 3 1€
v ¥

does not. interfere wi
ith the normal course of busi ‘
\ ¢ usiness of ‘most enterpi
controlled through supervisory orders; rather he confines his intéf::sptlsg

extraordinary transactions a Ve
‘ s -and leaves to ¢
normal conduct of the business. he fnanagemcnt of cach firm the

| VESTED PROPERTY
Value of Custodian’s Equity in Vested Property

The Custodian’s net equity i imated at $1
) quity In vested property, estimated :
, g; &f fzegeosogfa\sze;;}ag, h;(s) 1;1;;2336(1 through prreciatieon ”tatn%dl %Z’c(z}rg,coeg
212, une 30, . i : i i

tl%?hQWéﬁg‘t% difficulties of evaluatiogl.l‘cse Fetimates are subject to qualifica-

¢ distribution of net equity vested according t :
. - = i 0 t i
il;(;gn tmv‘detall in Tab{e 1 and by broad classcsgof przggt?/figr‘gf:g 215
In dactss 1;1 vested business enterprises, amounting to $149.611 000 as
Estatescsa od vesting, are. the most important group of proper,ties’vcsteds
by o YI;CS gxsrt)sax;:;li( second as of dates of vesting at $33,882,000, followed

$, copyrights.and trade- ,000),

progertyI(M,SZ_O,OOO), ’and real property (3:,&?3:(1)(30()3;4’747’000)’ personal
whatedli-?f ative importance of the various types of vested property is some-
at different as of June 30, 1944, from what it was as of dates of vesting

ggz?rfi;ct;aﬁf vesl;;cd property during the period in which it has been under
pominist 1on by the Office. Most of these changes in character resulted
o the cconversion to cash of other types of property. There were, how-
estat’es amgr:&us other changes: many interests in business enterprises ;md in
ot nd trusts are now held in the form of real and personal propert
theu;g to d}stmbuhons of assets to the Custodian. -The various ch};n [::ér‘y
orm of vested property are described in detail in the cha ters gf hi'n
report dealing with specific types of property, Tapters of this
lnc%ﬁusfz in Net Equity in Vested Property
€ increase in the Custodian’s equity ir !
] Y in vested property b
if:‘gm ctiates of vesting to June 30, 1944, isana!yzcdpin I')I’agic )2131%;:53!;}0(85(:
im %cl):s;r;;ssg;gtﬁ f?ptor ;_n;fgsg;r;crcasc is a net appreciation of interests
ine prises o 000. - The Custodian’ : i
from his interests in business enterpgi incorme of 85 pac nogrCEived
‘ i : enterprises cash income of $3.036 i
ing cash in process of collection. (See T . 2 tod penchud-
he ’If'lt:ceiv?d a cash income of 82,1(68,0()()a.blc 1.)- from other vested property
C5€ increases were partially offset b ivesti A
) ! y the divesting of
o > g roperty, th
is, by the return of vested property to its former owners. li’roli)erz’y 'ofvazf

¢ For a discussion of the ini
r s problems of det
Explanatory Notc on Evaluation of Net E‘,;z?;n{z:%tg:{ ;;‘;t ggfg: of ves

ted property see

.
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. Table 1.—NET EQUITY VESTED IN WORLD WAR 1i, CLASSIFIED BY TYPE OF

PROPERTY, AS OF DATES OF VESTING AND AS OF JUNE 30, 1944

{In thousands of dollars]

- s d ; . -
Typeof property - . - A o nves | Agyl fune

V Royaltles on patents; copyrights and trade-marks (accrued prior to dates of

Cash: FEE ’ : ’ ’ . i
IOG0MNE. L oo e e ettt e e e e an s | e 4721
Priveipal. . ieenn- N . o , 828 )

TOBY o eeemeeaemeelaeromee o OOV I 2,649 .

Cash {n process of collection: ' B . r ] . o
INCOML. e caccama e e e a e . ———————— e m———— .4
Prinelpal ... .. ... PO e —m———— e ——— SR S 114 )

B 1Y S S S [T SR o7 -

Interests in vested business enterprises: = - ! I P
T S et e 92,650 97, 964
Equity in enterprises whose asscts or excess assets have been vestod. 47,324 30, 485
Partnershlp interests : 832

ONAS .o < et y 487 489
Notes and sccounis receivable 8,317 © 7,008
) 149, 611 145,779

vesting): @ .
Patents, patent applications and patent contracts
Copyrights and copyright contracts. ..
Trade-arks and trade-mark contracts

L0t et e et v v b ke oo
Real property: - e . ) )
Realestate. .. ..o o e cmmcrecaem e meaan e 3,175
“Miners] and off rights.. . : 2
Ground rents........ o
MOTLBARES. . v v mnememaaevmmnmac i nacmmmmnn st a . ————————————— 871
b+ G O DR, 4,253 4,058
rersonsl property: , o
Tnngg)le PErsonal ProDertY . cuccv reovsic s cruc v e sscmamraraarane - 977 €26
Chattel mortgages.......... 2 S22
BLockS.eewnnnmrunn 280 .- B85
Bords. . coveriiariiains 1% 3,752
Mortgage participations. . . R
Bank halances........ 243 . 43
Nonbanking elalms ... oooemenne. 2,762 T 234
Life-insurance and snnuity policies. B 32 . 2
Miscellsnecus contractual interests. [ 1 PR i
TOtAYe e ae e e eam e emmn e anne 4,528 - 7,008
Interests In estates and trusts: . )
by ents’ estates .. ...... et e m et e i mm e e e o o m ] - 11,088 7,106
Trusts under wills. .. : 18,238 | | 14, 857
Trusts {nter vivos... ' 3,048 3,848
. Gusardianship estates 631 489
7 O OO 33,882 . 25,908
Grand total. ...... eefenameshasentesasaanne s eaanes soneenaeae eieeeeee | MT,003 | 4212,428

¢ These 8gures are net of direct expenses lmmcdlawlg borne by the vested property but not of cash trans-
ferred to the adininistrative expense fund to-defray the administrative expenses of the Office, They-are
subject to upward adjustments of not in excess of $2,000,000 arising from the lack of adequate information at -
this time to classify certaln cash transactions as to income and principal. Cash assets of vested business
enterprises are excinded inasmuch as they are reflected in the valuation of “interests in vested business
enterprises.’” - .

t This item represents amounts known to have been transmitted to the Custodian prlor to the-close of -
business ot June 30, 1844, which either bave not been recetved or have not been allocated to individual
alien accounts by the Custodian as of that date. R

3 Values stated inelude only royalties actually collected and roysitles on which estimates are avsilable.
Additional royaities of indeterminate amounts sre known to be payable, : .

+ This figure |s before deduction of $5,100,000 In cash transferred to the administrative expense fund for

defraying the administrative expenses of the Offlce.

32283417‘ N
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AS OF DATES OF VESTING.
$197,013,000

INTERESTS I* .
ESTATES AND TRUSTS
' 17.2%

OTHER
PROPERTY
6.9%

INTERESTS IN-
VESTED BUSINESS
EXTERPRISES

 75.9%
AS OF JUNE 30, |9uy
$212,426,000
' 7 CASH (INCLUDING CASH IN
¥ PROCESS OF COLLECTION)
IZ.S%
INTERESTS K
ESTATES
AND TRUSTS
, 12,24
A o OTHER
INTERESTS 1IN PROPERTY
YESTED BUSINESS 6.4%

ENTERPRISES
638.6%

) (EHART 2.—Net Equity Vested in World War I, Classified by Type of Property
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are in highly liquid form.

dollar value of $666,000 was divested during this period. The divesting
of property is discussed in detail in Ch. XII, “Claims and Suits.”

In these computations it has not been possible to allow for changes
in the value of property other than interests in_ business enterprises.
Property other than business enterprises is carried at the same value as
of June 30, 1944, and as of dates of vesting, = | - : :

Cash Proceeds of Liquidation and Sale . : ; =

It is the intention of the Custodian to reduce to cash as large a proportion
as possible of the property vested in him. * The sources of “cash principal®,’
that 15, cash received from sale or liquidation of vested property, are shown in

Table 3. The total amount of the cash principal received, as of June 30, -

1944, is $21,928,021.10. The most important item ‘in these receipts is
$11,532,915.12 received from business enterprises. This figure represents

primarily the proceeds of the sale of certain vested enterprises and liquidat- -

ing dividends received in the course of the liquidation of other vested firms.

Table 2 —INCREASE IN TOTAL NET EQUITY VESTED IN WORLD WAR I, -
o FROM DATES OF VESTING TO JUNE 30, 1944 o

{In thousands of dollars!

Net equity vested as of dates of vesting .. ........ e [ 197,013
Add: Net appreciation of interests in business enter- .-
Prises { L e 10,875
Income on interests in business enterprigses......... 3, )
Income on other vested property................. 2,168 16,079

Less: Property divested (i. e., returned to former owners). . - — 666 1'5,41 3

Net equity vested as of June 30,1944 ... ... .. R e 212,426

! Appreciation and depreciation of properties other than Interests In business enterprises cannot be-
computed. Other properties are, therefore, carried at the same values at June 30, 1944, as ot dates of ~
vesting. ) - -

(A detailed discussion of the sale and liquidation of vested enterprises
appears in Ch. VI, “Business Enterprises: Disposition.”) _ to

The $11.5 million of cash received by the Custodian on interests in
business enterprises does not indicate fully the progress made in liquidating

such interests. Most of the enterprises undergoing liquidation by the

"Custodian have not yet declared liquidating dividends or other final -

distributions of their assets; however, the assets of many of these companies

The next source of cash principal meéntioned in Table 3 is roydlties on
patents, patent contracts, copyright interests, trade-marks and trade-mark
contracts accrued prior to vesting, which have contributed $3,309,526.05.
Such royalties are regarded as principal, whereas royalties accrued sub-
sequent to vesting are treated as income. o

The Custodian has received $517,013.29 in cash principal from the sale
of real estate and payments of principal on vested mortgages. . Cash.
principal received on personal property has amounted to $1,458,398.97.
The sources of this cash were primarily receipts from the sale of vested
property and from the maturing of vested securities. Finally, the Custos
dian has received in distributions from estates and trusts cash principal of
$5,110,167.67. - : ”

322825
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Table 3.—CASH RECEIVED THROUGH LIQUIDATION AND SALE OF PROP-
ERTY VESTED IN WORLD WAR !, CLASSIFIED BY TYPE OF PROPERTY,
MARCH. 11, 1942 TO JUNE 30, 1944 . '

NoTe.—These figures are net of direct expenses paid in connection with the salo or liquldatien of the vested
pmpert{ or to discharge liabllities Incurred prior to vesting. “The classification according to type of prop-
erty Is based on the form in which property was hold at the time of liquidation or sale. For example, cash
recelved from the sale of real estate distributed to the Custodian from a trass is classified as procccgs of real
estate rather than as proceeds of trusts. B

Type of property Amount
$5,121,452.15
5, 541,083,08
, 500. 00
868, 809. 80
. ¢ 11, 532,915, 12
Roysltles on patents, coryrights and trade-marks (acerued prior to dates of vestlng): t
Patents, patent applications, and patent contfracts - it - 2, 903, 657, 56
LCopyright Interests. .. oooooinn e viminaaane R 231, 255, 59
Trade-marks and trade-tnark contracts - 84,612.90
TOUBL e eeaeeeene e e e e e 3,309, 526. 05
Resl property: .
ROAE BBLALC. .. oo ceae et e oot ca e me e rcn e a et a e am b 446,868,668
OIS . .« .« .ottt cemme s e eememma e m—a e fmanm e nmamm————————— 70, 144.63
B 1 7 | G S ISP 517,013.28
Personal property: . - . .
Tanﬁxble.pcrsonal property fewd 356, 126,61
TBOCKS e v e me e e cimscmam b naanaac s e rmeeeennnnn . 1,258, 52
Bonds .. vueiennnn N, 425,827.21 -
Mortgage participations 26, 532 35
Bank balances. ... S 200, 484, 62
Nonbanking Claims . . e et ia et m e 437, 502. 10
Misecllancous contracts 16,570.2
1007 | G O OOV DU . 1, 458, 368.87
. Intcrests In estates and trusts:

.. Decedents’ estales......... DI SRR 3,210, 703. 45
Trusts under wills_. 1, 765,173.39
Trusts Inter vivos... 102,012.20
QGuardlanship cstotes 22,288.63 -

7 5, 110, 167. 67
. | T ——
QGrand t.ota] ................ P L e 21,928,021, 10

t Royalties on interests In patents, copyrights, and trade-marks which accrued prior to the vesting of sﬁch
{nta:g.ats hly the Custodian arc treated ss principal. Royalties which accrued subsequent to vesting are
reated as Income. - : ’ ’

Sources of Cash Income

~ The cash income received by the Custodian from March 11, 1942, to

June 30,1944, is analyzed in Table 4. Of the total ¢ash income received, or
$4,721,105.71, $2,553,157.81 represents dividends on stock and other
income from interests in business enterprises. Cash income from vested
property in patents, copyrights and trade-marks has amounted to
$1,581,762.91. The remaining income represents chiefly rent on real
estate, interest and dividends on mortgages and securities, and income from
trusts. ‘ .

Fe

on A

.

Table 4.—CASH INCOME ON PROPERTY VESTED IN WORLD WAR I, CLASSI-
FIED BY TYPE OF PROPERTY, MARCH 11 ,- 1942 TO JUNE 30, 1944 -

—These figures are net of direct experises paid in connection with the operation of the vested props
ergvoggrlngthe pcfiuod of tha Custodlan’s ownership. The classification according to types of prox])ertyiéa
based on the form in which property was held at the time tbe income was produced. For cxsmple, c%s )
income on real estate distributed to the Custodisn from s trust is classified s income on real estate rather

than as Income on trusts,

Type of property . Amount
Integess In vested business anterpries’ oo e | s
. Pam;'e}éhip interests. , 00:00
Bonds..... LR S
Notes and accounts receivable ... ... 23,045.84
N ) IR USRS TR PR LIS RS AL SRR A S 2, 553, 157. 81
i radi : tngy: | .
Royaltics on patents, copyrights and trade marks {accrued subsequent to dates of ves
oyPatems, I;)m',ent appi cations and patent contracts i, 3523; i;g g(%
Copyright INLerests ..o vuumep i cwumenmceanaonan Yz
frade-marks and trade-mark contracts. : , 434,
B 1717t U [ TP, et em—— e 1, 581, 762. 81
Real propert,&: ' . i . . ]
’ leal estate....... neeemoeememoeesueemveseessoienesscsssssesssesesseneas 178, ?%g. gg
Mincrsll and ofl FIEBLS. . - ..o icmrere e irsesncm e an e s s I 41
QGround rents. .
MOLLZHEES . - - o mmvmemnmecammmr e e mmmass e ancasnnm e nos R Al .13,376.05
‘Total e e mm e emmimbmaseamammencemmeavrsannaa 188,015.29
Personal property: . ' -
Tangible personal Property. ... .vecicammeneccnaronues ewmdavnan s 1 45: gﬁ %
%tocgs_......”_.,........_._ -------------------------- 54, 450. 42
OIS ve e o mveemommmame e s mmunameonsandasnn warons
Mortgage Participations. ... iooiiiviereniniannaenn 3, 3%. g
Bank DAIANCES.cev cocraeacmecrme i g
Nonbanklng ¢laims. ... oo oeamineinne N o 0008
Miscellaneous contracts. o ococaioivnn- R vevemseenm—nne . 604,
HROLAL. | o oo oo mnam e ememmannnnatmmmcamnnsvesmen 107, 153. 68
Interests In estates and trusts: L 147 96
eceUents! CStBLeS canmareiv i anaa e ca e e o i o
Trusts under wills. . N
Trusts Inter vivos , 434.
Total e n e —————— PP RSP 201, 016, 02
Grand total. .o uouenctcmeeemeaan e mmaeeemmessemmemeameimsasaasevevecessszona= 4,721,105.71
| Excess of expenditures over cash income.
Nationality of Former Owners -

The nationality of the former owners of the Custodian’s equity in vcs.tcd
property is shown in Table 5. The table shows that as of dates of vesting
-nearly two-thirds of the vested property was formerly owned by nationals
of Germany.  Slightly more than one-fourth was formerly held by Japanese.
The formerly Italian-owned interests account for less than 8 percent of the

Custodian’s equity and the interests of nationals of other qountrieg for less

than 2 percent.
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Net equity vested Por 0
(in thousands of Say cent of total net equity
Natlonality of former ownors - i : vosted ‘
: Asof dates | Asof June | As of dates..
of vesting 30, 1944 of yestinbgs ) A?;O,f v
Total.o........ ’
o T 167,013 212, 426 100.0 100.0
CTIOAN. ..o ... .
Japhmaeg.TTTIIIIT e et 125, 508 139, 398 83,7 " 651
T LT TSRO 52,705 53, 504 %, & %9
[tallan.. 15,019, 15, 242 75 23
, Roumanian * 2 L 1.9
Bulgarian. ...~ ggg - 3 .2
"Enemy-oceupled. .. 1 T1ITIT 578 1 85“1) H 3
] 4 LT ; .3 .5

The Custodian does not ordinaril '
n does not ¥ vest most types of property of nati

of e}?cmy-occupxcd countries. But he does vest certainpty;}))cs oyr prggiﬁnaﬁ
fité(flarnigf)r;a[s,, no;ab}ﬁ patents and copyrights and royalties thereon YNo

ue 1s assigned to patents and copyrights. As of d csti
the value of royalties and other pr Aationals of cnemayonce g

lue S her property of nationals of enemy- i
countries held by, the Custodian amounted to $579,000, o: r;ltxl;z{:-?gs:i%lcodf

1 percent of the total equity in vested property.

SUPERVISED PROPERTY

The total dollar valuc of ‘ ision by
ot: propcerty under supervision by the Alj
Custodian as oij lunc 30, 1944, is $31,570,000. This ﬁzr,ure exg:d{)'gop:;t}:
erty controlled jointly through vesting orders and supervisory orders prep

It consists of the following items: -

Business enterprises. . ..., ... .. ‘ )
R oo enterpriscs SOOI RS P e ¢ $30,100,000
Mortgages. .../ 7 1,310,000
Personal property. | |11 11T 20,000
Miscellancous property, ... ... ... R gg’ggg
Total...............
................................. 31,570,000

SAFEKEEPING ACCOUNTS'

Property with a cariying value of approximately $156,000 has heen )

voluntarily entrusted to’the Custodian. Mor ‘

5 - More than $97,000 of thi \
;T&f;f%% t()h()LO I_)rc;;})]crty of nationals of €nemy-occupied cognttr};éss tgrt'ill
P i);ems:ls ¢ property of Italians. 1‘he property consists of the

Cash on deposit with U. §. Tr;: .
15;0?8 (carvied at $1 per sharc)i.ls.m.y. L ‘ 3132’2'}?2.:8&?
onds. ..., e e : i
- Bills and accounts receivable. . | .. SRS By, :
Miscellaneous asscts (carried at 81 per iu:n'x)r A 77??%3{% ]
“Total. .. .. e ETrprern
Ol 155,999.99

ASSETS REMAINING FROM WORLD ‘WAR |

Pursuant to Executive Order No. 9
: - 9142, April 21, 194 )
General trgnsfcrrq;_i to the Custodian certain pproperties”\siﬁg;xe hictitogney
seized during World War I, (See Ch. X1I, “Claims and S‘mitcsc’[’1
3

SRS
6 » y »
Exclusive of $50,000 of ass :ts in ¢nemy and encry-occupicd territory

pp. 142-44 and Ch. XV, “Finances,” pp. 195-160.) On the date of the

‘transfer these assets had a book value of $65,234,512.81. By June'30, 1943,

the book value of the assets was $64,824,785.09, and as of June 30, 1944, the
amount had increased to $65,744,627.51. Table 6 indicates the distribu-
tion of these assets on April 21, 1942, and June 30, 1944. v

Table 6 —~COMPARATIVE STATEMENT OF WORLD WAR | PROP-EI_%TY HELD,

APRIL 21, 1942 AND JUNE 30,1944 . .
“Itemn . ' o April 21,1942 | June 30, 1044
z X
Property in process of administration: . L
Cash deposit (U, 8. Troastry) cve e ccven e cmnmcmcnrcarevmcenmenan $9, 014,305. 51 | $8,833,271. 60
Stocks and boends 73. 00 840, 740. 00
Henl estate. : 29, 915,00 29,915. 00
Mortgapes.. 15, 761. 50 15, 285. 54
Maiscellaneon 36.00 | 32.00
Total.,... ... e oo aeearaeee e enceemanasia §,000,09L01 | 9,710,258.18 -
QGerman special ‘deposit account furnds (representing amounts withheld
for (German elalmants pencdlog fulfilliment of obligations of German
Government): - - -
S Cash Qoposit (U, 8. Treasury) oo oo iaii e avem e amman - 970, 498. 20 810,689.64 -
Certifientesof deposit (U. S, Treasury) o ooooen..y emmee e —————— 55, 203, 023. 51 55, 208, 683.73 !
TOURL o eessnt e camm e e mmemm e emem ekt s s e e mm s 56,174,421.80 | 66, 025,373.37
LT L SO S DU 105,234, 512.81 | 65,744,627, 61

! As explained in Ch. XII “Claims and Suits”, pp. 142-143, these certificates arc of

contingentvalue. .
% Excluding $4,061,378.84 in thc Administrative Expensc Fund.

During the period, April 21, 1942, to June 30, 1944, there was a net
increase of $510,114.70 in the assets held, resulting from receipts of addi-
tional property and small amounts of income by the Custodian {$974,-

117.26), minus’ amounts paid to claimants (§173,996.23), and expenses

]

and other miscellaneous disbursements ($290,006.33).

During the fiscal year ending June 30, 1944, the most important transac-
tion relating to seizures from the last war was an attachment by the
Government on a claim formerly allowed by the Custodian. During the
last war the Custodian seized the property of J. F. Hackfeld, in Hawaii,
and after peace had been restored, Hackfeld filed a claim for the return of
the seized property. The claim was allowed and money and property
worth approximately $3,700,000 were returned to him. -In 1934 an executor
of the Hackfeld estate asserted that the Custodian had undervalued Hack-
feld’s property by $3,000,000. In 1936, in a court action, it was determined
that the original claim should not have been allowed by the Government,

.since the claimant had not actually been an American citizen as originally
- believed. During the fiscal year 1944, the Custodian received partial

satisfaction of the judgment against Hackfeld. :
"EXPLANATORY NOTE ON EVALUATION OF NET EQUITY VESTED -

‘Concept of Nef Equity Vested .

In computing the net value of vested property, various concepts or definitions of *‘net
value” may be used with differing results. In the preparation of this report thé “net
value” of vested property has been defined as the estimated total value, on liquidation, of all

property to which the Custodian has taken title, less claims and encumbrances. - 1t is believed that.

this concept, which is termed ‘‘net equity vested,” permits more realistic evaluations
:than dther’concepts that might be employed. .
Net equity vested is essentially a staustical rather than a legal or accounting.concept.
A legal concent would require the carrying of all “assets” vested in the Custodian at
their full value without reduction for claims against the property by American citizens
and others which may later be allowed. From a legal viewpoint, under existing legis-

*{\.
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- lation property vested in the Cuastodian may not be technically subject to any liabilities,
(other than claims to which security rights are attached) which may have existed prior to
" vesting. In actuality, however, such liabilities exist, machincry has been designed to ) .
pass on their validity, and legislation has been requested by the Custodian to permit N
: 'paémcnt of claims found to be valid. o :
ommon accounting practice would require the carrying of many items of property,. o ™~
the value of which is uncertain, at nominal values. A statistical approach, however, o - : .
permits a more realistic statement of net value, ‘ :

Methods of Evaluation .
The valuation of vested property in accordance with the concept of net equity vested

resents numerous statistical problems. Any realistic ecvaluation has proved to be

- impossible with respeet to two importdnt types of property: (1) patents, copyrights and
trade-marks, and interests therein; (2) interests in ships. Determining the liquidation
value of the first-named type of property is difficult from thc nature of the property :

itself. The value of interests in ships is entirely dependent upon the outcome o})liti- 3 . - -
gation over property on which appraised values are lacking.  Therefore, the statements :
of nét equity vested are exclusive of both of these types of property except to the extent
that cash has actually been realized or amounts are known to be payable to the Cus- §
todian. . ' : . i

The problems of cvaluating other types of property are complex. The following brief 3
comments concerning the methods used in evaluating various types of property should §

. serve, however, to indicate the limitations of the tables appearing in this chapter.

1. Busivess Enrerprists.—The value of the equity of the Custodian as owner of a
business cnterprise is based on the book value of all its asscts located in the United
States and neutral and allied countries, less all book liabilities. If the Custodian is sole

- owncr, this entire amount is included in the statistics as net cquity vested; if the Cus-

_todian is only a partial owner, only his proportionatc share is included. Accounts due
to the home offices of vested branches of foreign enterprises (or to agencics of the home
offices) have been treated as capital rather than as lability accounts. )

This method of valuation has thesc limitations: (1) Book liabilitics of enterprises
whose assets have been vested may not be recognized as valid by the Custodian, and,
conversely, claims not on the books may be proved and allowed; (2) property in encmy
and enemy-occupied countries may-ultimately be brought under the Custodian’s con-
trol and found of value; (3) while book values are the best available yardstick of liqui-
dation or sale values, the two may prove to differ substantially,

Creditor interests of the Custodian (bonds, and notes and accounts receivable) are
valued at amounts payable to the Custodian in the event of liquidation of the debtor
companies. Preference rights of various classcs of creditors are taken into consideration.

2. PaTeNTS, COPYRIGHTS AND TrADE-MARKs.—No attempt has been made to eval-
uate patents, copyrights, trade-marks and contracts relating thereto. The amounts of §
royalties already paid to this Office on such propertics are, of course, included in the. B
statistics. Accrued royalties not yet paid are also included to the extent that the amounts §
owed to the Custodian are known, but information on such royalties is incomplete
and many amounts are subject to dispute,

. 3. ReaL ProreErTY.~—Real estate not yet sold by the Custodian is valued at appraised
market values; real estate sold is included at net prices received by the Custodian..
Mortgages are valued at the amount of unpaid principal and accumulated intcrest 38
payable unless there is evidence that full payment may not be expected; in that event the
probable amounts which will bé received in cash or in real estate are estimated. :

4. PersoNaL ProperTY.—Tangible personal property not yet sold by the Custodian
is valued at appraised market valucs. Property sold is included at the net prices re-
ceived by the Custodian. Security holdings are valued at market values indicated by 2

-stock exchange quotations and data on over-the-counter sales whenever such data are
available. In some cases it has been necessary to use estimates based on book values
of stock and par value of bonds; in a few instances no evaluations have becn possible,
Other .types of ‘personal property have been valued at cstimated amounts collectible,

5. INTErEsTS In EsTaTES AND TRUSTS.—The evaluation of these properties is based
largely upon reports of executors and trustees, The financial data contained in these
reports do not always indicate satisfactorily the expenses and taxes which must be paid
prior to distribution to the Custodian of the interests of nationals of enemy countries.
Information on the ages of beneficiaries, which is csséntial to a proper valuation of life 4
and remainder interests in trusts, is usually lacking. Within these limitations an effort - 3}
hag been made to evaluate the intcrests in estates and trusts at values which are as nearly ‘4
indicative of their actual worth as sible, No effort has been made, however, to ;3
evaluate interests in trusts which will become of value to the Custodian only on the *
occurrence of contingencies; the values statcd for estates and trusts are underestimates
to the cxtent, if any, that such interests may actually become of value., R

'
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Business Enterprises: Assumption of Control

Business enterprises constitute the most valuable type of property which =

has come under the control of the Alien Property Custodian. . Of the total
equity of the Custodian in vested propérty as of datesof vesting, or $197,013-

000, his equity in business enterprises .represents. $149,611,000. These -
enterprises as of dates of assumption of control owned assets of $364,803,000

in the United States and abroad. The Custodian also has brought under
supervision business enterprises with assets valued at $30,150,000.

WHEN THE CUSTODIAN ASSUMES CONTROL
When the Custodian Vests

The Custodian normally issues orders vesting eneiny property in business

enterprises when the interests: of nationals of enemy countries are large -

enough to constitute actual or potential control of the enterprises. . Excep-
tions to this general policy may be made in special cases. The Custodian

may determine that the national interest does not warrant vesting if, for

g example, the indebtedness of the enterprise-to American creditors has ren-

dered it seriously insolvent, or if the realizable assets are so small in value

that the proceeds of their sale would be well below the cost of adrnmxstermg

the property.

Enemy ownership of 25 perccnt or more of the outstandmg voting stock .

(or partnershlp or other interests) has usually been taken as a practical -

criterion of control. Where enterprises have close enemy affiliations or are

hcavxly ‘indebted to nationals of enemy countries, the Custodian has taken -

action even though the enemy has had less than 25 percent of the contmlhng :

ownership interests,
The vested interest is 25 percent or more in 371 of the 387 vested cnter-

more of the following factors was usually involved: (1) The enemy interest
was large enough to secure working control. (2) In addition to ownershxp
interests there were large debts owing to nationals of enemy countries which

represented in fact, if not in form, substantial control over the enterprises.

This Office has found frequently that enemy-owned stock plus enemy-
owned claims agamst the same company would amount to 50 pcrcerat or

- prises,! as is shown in Table 7. In fact, the vested interest is 50 percent or -
. more in 338 of the 387 enterprises. In the remaining 49 enterprises one or

more of a company’s realizable assets. (3) There were additional interests -
of internees or nationals of enemy-occupied countries which, when added .
to the vested interests, amounted to majority or working control. (4) The :

1 The phrase “ vested enterprises™ is-used in this report to refer to all enterprises in
which the Custodian owns a substantial interest. . Other persons may have large mi-
nority or even majority interests in “vested entcrpnses S
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company was engaged in vital war production int
' ¢ ! and the cnemy interests,
although not controlling, were sufficiently great to make action’b;' the Alien

Property Custodian desi i
] sirable to insure the co iminati
Croperty mplete climination of enemy

Table 7.—BUSINESS ENTERPRISES IN WHICH lNTERES’T .
STS WERE VESTED, MAR

11, 1942 TO JUNE 30, 1944, BY TYPE OF ENTERPRISE AND PERCENT g:
ASSETS OR QONTROLUNG OWNERSHIP INTERESTS VESTED o

Typo of enterprise
Pereent o}! assets or enntrotling owner- : X United
ship interests vested ! Cor- | Part- .| None Stotes  |Miscels -
pore- | mer- |Froprie-| profit | branches jiancous Lor-
Dons | ships [torships| organi- | of foreign mssocla- Total cent of
ations | enter- | tions total
_ prises
Total........ . ; P
e p e ——— 277 24 22 ) 12 49 3 387 100.0

100 percent asscts
100 pereent excossassets. (Lo ..
190 pereent controtling interosts .
75-30.0 percent controlling interests..
50-74.0 percent controlling interests ..
25-49.9 pereent contiodfing intorests. .
Less than 25 percent controlling in- -

[ S 12 2’
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+The phrasc “controlli ip i ¥
p trolling ownership interests” cxcludes, particularly, non-voting

preferred stock.

Types of Vesting

DirreRENT TyPES OF VESTING OrDERS.—The Custodian uses two general
types of vesting orders in connection with business cntcrp;igcs I—ige ni‘a
vest the enemy interest in the enterprise, for example “the interest of oig
partner in a partnership, or the stock of one stockholder in a corporation
This type of vesting is called “interest vesting,” in contrast to “assel vesti »
i. e. the vesting of all assets of the enterprise. e

In the vesting of property in business enterprises, the most important.

. difference between interest vesting and asset vesting is this: when the

Custodian vests interests in a.company, the com ini
entity and claims against its assets é)an )l;’e paid. \5?12?1 :ﬁ?:(a;‘?sst:d?sga::stt:
assets of a company, claims against it arising out of transactions prior to
vesting are not being paid pending the enactment of further legislation
except to the cxtent that creditors are protécted by security rights. (Se
discussion in Ch. X1II, “Claims and Suits,” pp. 140-141.) Y Rens ©
Under a special type of asset vesting, called ““excess asset vesting,” the
('Zusgodlgn unc.ler certain circumstances vests those assets of a fgi:"rn in
liguidation which remain after the liquidation is brought to a certain point
Usks oF DirrereNT TYPES OF VESTING ORDERS.—As will be*sccnpfrorr;
Table 7, of the 387 vested enterprises the Custodian has vested interests

-in 292 enterprises, assets of 78 enterprises, and excess assets of the remaining

17 enterpriscs. The type of vesting order which the Custodian issues

' depends upon the nature of the business enterprise in question.

stcfgk t};ehcasc of corporations, the Custodian almost invariably vests the
of the nationals of enemy countries.?  Inthe case of partnerships, when

. . .
of d?;sv:l ucgce_:ptxorés t}t;: this rule have becn made, onc involving a corporation in process
. on, and the other involving a corporation whose only asset was a parcel of

real estate which the Custodi i ; i ; :
able title. an desired ta vest directly in order to acquire a more market-

26 +

not all partners are nationals of enemy countries, the Custodian vests the
interests- of the enemy partner or partners. When all the . partners. arc
nationals of enemy countries, the Custodian may vest either the assets of
the enterprise or the interests of the partners, or both. The last is now the
most common practice, although the main reliance is placed upon the
asset vesting, Similarly, in obtaining control of proprietorships’ the Cus-
todian may vest the interests of the proprietor, or the assets of the business,
or both. Again the most usual practice is to vest both.. For both partner-
ships and pr8prietorships the type of vesting order used may depend upon
state laws governing these forms of business organization. o

In the case of membership corporations and other nonprofit organiza-’

tions, the Custodian always vests the ass=ts. For example, it was more -

feasible to vest the assets of the German-American Bund than to vest the
interests of individual members of that organization. In vesting the
American branches of firms whose main offices are located abroad, the
Custodian vests the assets of the foreign firm ini the United States, including
not only the assets carried on the books of the branch but also any bank
accounts, claims or other property of the parent firm® The intimate
relation between the affairs of a foreign ‘firm conducted in this country

directly in the name of theé parent firm and those conducted through a -
branch makes it necessary to vest all the available property of the parent- -

firm in order to deal effectively with the affairs of the branch. .
The type of vesting order uscd with reference to unincorporated banks and
insurance companies varies according to the laws of the state or territory.
in which the enterprise is located. The Custodian vests the assets of enemy-:
owned banks located in the State of Washington and the Territory of
Hawaii, but vests only the excess assets remaining after a limited liquidation
of such enterprises located in the. States of New York and California. A
more complete discussion of vested banks may be found on pages 58-59.

Reduction of Vested Interests to Physical Possession -

" In vesting the enemy interest in a business enterprise, a copy of the vesﬁidg'
order is.served on a corporation or an individual by a member of the staff
of the Custodian. If the vesting order covers stocks or bonds, the securities’

are deposited with the Federal Reserve Bank in the Custodian’s name under’ -

an Alien Property Custodian account number which indicates the former
owner of the vested interest. If the actual certificates of ownership are not
available, because, for example, they are physically located in the enemy

country, the corporation on which the vesting order is served issues new.

certificates in the Custodian’s name. Anything of value ‘other than stocks
or bonds, for example, notes of indebtedness and jewelry, is deposited with
the Office of the Custodian in New York. '

Enterprises Acquired From Estates and Trusts

The Custodian may acquire beneficial ownership interests in a firm by
vesting interests in estates and trusts. The Custodian in one instance vested
all “life and remainder interests” in a trust which contains 99 percent of

the stock of a $3,000,000 corporation. The Custodian is also the bene-’

ficiary of large minority interests in three other companics as a-result of
vesting interests in estates and trusts.*

3 In one situation involving a branch of a foreign corporation in bankruptcy, the Cus-
todian vested only the enemy interests in order not to disturb the bankruptcy proceedings.
« The stock itself has not been distributed to the Custodian but continues to be ad-
ministered by exccutors and trustees, The Custodian has, however, acquired control

over the companies through the issuance of supervisory orders. i " N~
" | ,322830
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When the Custodian Supervises

It is the practice of the Office of Alien Property Custodian to incorporat

_ supervisory clauses in all vesting orders which deal with business Ir)cnter?
prises, forthe reasons explained in the discussion of supervisory orders (Ch
I1, “Policies and Techniques,” pp. 10-11). The Ofhce issues superviso :
orders also with reference to enterprises which are not vested, for Exa‘m ]2}’
enterprises owned by nationals of enemy-occupied countries which re Eire,
more active management than is customarily given by Foreign F(%mds
Control. (See also Ch. [, *‘Powers and Objectives,” pages 2-3. 'Tghe Office

also has brought under su i
: i pervisory control a number of busi i
owned by internees.® ‘ siness enferprises

INVESTIGATION

The problems of investigation, including the legal basis of the Custodian’s -

investigative powers and the order of priority of investigation, arc dis
cussed in the first Annual Report of this Office in Ch.-IV “[nvestigation »
pp. 23-32. ‘This discussion makes it unnecessary to do m’oz'c in thcg resent
chapter than to present a short discussion of cloaking, the sources orf) info

mation which are used in investigating the firm and the work of i )
gation in" the period covered by this report. ’ st

Cloaking

The- task of investigation has been difficult, particularly since most Ger-
} ‘mﬁns with important holdings in. Amcrican businesses made arrangements
wi ereby their holdings were transferred to nominal owners or “cloaks,”
with a resulting conccalment of the German interests. These arrans;
ments follow a variety of patterns and are frequently complex ’Ighé
cloaks were residents, in some cases, of the United States and ir? others, of
such neutral countries as Switzerland and Sweden. In some inst.?m’c0
holding companies were established to serve as dummies. These compa s
or individuals became the ostensible owners of the enemy intcrcstspwgli‘l:s
the nanona‘ls of enemy countries remained the true owners. Such trans(E
{;:;:s :gtnom;n}?i %wx}ership took place over a period of several years before
ry of the United States into the war. While many transfers of nom-

inal ownership of enterprises in the United States were originally made .

for lo'chr:r ;})lurgoses than the concegsllment of beneficial ownership, such con-
i:}e;a rcxil.c_nt_ as in fact‘ resuEt_ed. Itis somc;imcs difficult to ascertain whether
fmf:q 1sgtxlusmgdwas m;entmnal.” For these reasons the term ‘‘cloaking” is

uently used to refer to the concealment of ow i h

ni ; nershi

the concealment was deliberate. ) ' P whether or ot
naIt{igAsolnsd%oa CroakinG.—The most important reasons why German
nals did not wish to appear as the owners of American business

enterprises are as follows: : ’ :
a.H(l()i 'Iibe issuance since 1931 of the various German- decrees regulating
2 dea mfg in foreign exchange rendered more and more difficult the
nc;r:. uctI of the affairs of foreign subsidiaries of German enterprises. German
na duzga s could no longer freely dispose of their holdings of foreign currency
and » gr;;oiznts}fqug:ntl)} h}?m&cred in developing their foreign organizations
) e rise of the Nazis to power, many German fir ized
1 rise of the we ms organized
?}(l)édl‘ng companies in Switzerland and elsewhere in order to circ%mvcnt
Whenr':gorous exchange control. The situation became even worse in 1936
a new German decree was issued forbidding German firms to invest

M T .
For a discussion of the reasons for controlling property of internees, see p. 8

e

Work of Investigation

abroad the income of their foreign subsidiary companies, with the result
that f{oreign undertakings could no longer be provided with. the capital
necessary for their development even out of their own resources. Moreover,
it was the policy of the German Government to secure a maximum of foreign -
exchange by forcing its nationals to sell their foreign holdings -of stocks
and other assets. For these reasons German nationals wished to conceal
their ownership of property in the United States from the German:

-Government,

(2) German .nationals desired, if possible, to avoid the. seizure of . their
American property by the United: States Government. From their
experience in the last war they realized that if war were to break out and
if the United Statés then were to seize their American enterprises, it
probably would sell them to American purchasers and thus seriously damage .
their business in the United States. o - : :

(3) After the rise. of the Nazis, business enterprises in the United States

¥

found that many customers were reluctant to trade with them when '

they discovered their German ownership.

R

Sources oF INFOrRMATION.—Business enterprises requiring investigation
come to the atteption of the Office of Alien Property Custodian in various
ways. One of the most important sources of information has been Foreign
Funds Control of the Treasury Department, which has made available the
results of its census of foreign-owned property. Leads have also been

received from other agencies of.this Government, from friendly governimments, .

from private citizens, and in the course of investigations of other firms. * .,

When an investigation is undertaken, an examination is made of such
information concerning the suspected enterprise as may be available in
other agencies of the Government. This is done in the interest of avoiding
duplication of effort. Further investigation is conducted within the com-
pany itself. Correspondence files, minutes of company meetings, stock
record books, accounting records, contracts and agreements are examined

and.analyzed. Officials of the firm are intérrogated, and in some instances

the files of the company’s lawyers and bankers are examined. These 'are
the principal sources of information i "¢ases involving suspected cloaks
resident in the United States. ) ’ ‘
If the registered owners of the enterprise under investigation reside
abroad, as for example in a neutral or enemy-occupied country, the
task of determining the true ownership is more difficult and information
must be obtained from additional sources, Such sources include foreign
. governments, foreign newspapers and other publications such as comnercial
directories and trade papers, credit files of American banks which formerly
had international business, and persons who formerly resided abroad.’
Specific information may also’ be obtained through the representatives
of the Department of State and Department of Commerce in foreign
countries. - o - o
WORK OF INVESTIGATION OF BUSINESS ENTERPRISES IN THE LAST YEAR.—
The investigations of business enterprises admittedly owned by residents of
enemy countries had bcen completed by June 30, 1943, with a few excep-
tions (including a number of firms in the Hawaiian Islands). The difficult
" task of uncovering concealed or cloaked enemy ownership or contro! of
business enterprises has been carried on throughout the past year, and it is
anticipated that this work will continue through most of the next fiscal year.
The original investigations of such business enterprises should be substan-

4 29
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tially completed by June 1945. Durmg the year endmg June 30, 1944, the
general program of investigation of business enterprises owned by internees };
and by nationals of enemy-occupied countries has been brought to a con-

clusion. .

It is necessary from time to time to conduct reinvestigations of firms when

‘claims are filed with the Custodian or when litigation is instituted against

the Custodian, charging that the property was erroncously vested. Such

investigations were first undertaken in the course of the past'year. Further
investigations of vested firms have also been conducted. to make any neces-
sary corréctions in the original vesting order and to-discover additional
enemy interests in the firm, or in other firms, which should be vested. In
general, it will be the policy of this Office to make a thorough reinvestiga-

tion of cach vested business enterprise before it is sold, in order to insure that- 3

all enemy influence and control have bcen eliminated and that complete
information as to its former ownership has been obtaincd.

In addition to the above investigations, the Office of Alien Property
Custodian has been conducting a program of investigations of the beneficial
ownership of every firm which is located in certain ncutral or occupicd
countries and which is the nominal owner of a business enterprise in the
United States. This program has been made necessary by the prevalence
of cloaking; its purpose is to discover whether the foreign firm is actually
owned or controlled by nationals of an enemy country.

Business ENTERPRISES INVESTICGATED.—So0me impression of the total effort
_ which has been expended in the investigation of business enterpriscs may be
gained from the following tabulation, which shows investigations of business
cnterpnscc from the foundation of this Office- through June 30, 1944:

" Number of
. Extent of inpestigation compunies Total assets
Complete investigation, vesting or supervisory orders issued . 471 $395, 000, 000
Complete investigation ‘but no vesting or supcrvisory orders
Bssued. ... b e e 401 555, 000, 000

Partial mvesngauon, full mvcstlgauon found unnecessary. . 1,224 11, 850,000, 000

Total number of compamcs investigated (other than
those on which only an examination of Treasury -
files was made). . Chrraeerraeerane, creeneae 2,096 12, 500, 000, 0600
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Business Enterprises: Description

During the pcnod from the establishment of the Office to June 30, 1944
the Alien Property Custodian vested interests in 387 enterprises formerly
controlled, in whole or in part, by nationals of enemy countries. Of this
number, three have heen divested, that is, returned to their former owners,
because the Custodian after further investigation concluded that his
previous findings bad been in error.  Another 11 enterprises, or the vested
* interests therein,’ have been sold as of June 30, 1944,

The total book value of the assets, of the 387 vested business enterprises
as of dates of assumption of control by the Office of Alien Property Cus-
todian was $364,803,000. Since assumption of control, there has been an

“over-all increase in thc assets of vested enterprises despite the sale or di-
vesting of 14 firms and the payment of substantial liquidating dividends by
other enterprises.  As of June 30, 1944, the total book value of the assets
of 373 vested busincss enterprises still held by the Office is $369,713,000.
The interests of the Custodian in the vested enterprises have an adjustcd
book value? as of June 30, 1944, of $145,779,000.

GENERAL DESCRIPTION OF VESTED ENTERPR!SES

The fields of business activity in which the vested firms are engaged are
shown in Table 8. Most of the important existing fields of business activity
are represented by one or more firms, but an examination of the distribu-
‘tion of the assets of the vested enterprises shows concentration_in _manu-
facturing, especially chemical manufacturing, and in wholesale trade,
investment holding and banking.

Nature and Origin of Vested Enterprises

F xfty-s:x of the 387 enterprises have been engaged in manufacturmg-u'

primarily of chemicals and chemical products. Most of them were estab-
lished here to manufacture in the United States products which had
_ previously been manufactured in Germany, Japan, o~ Italy for sale in the
United States. The majority of these companies were formerly controlled
by German nationals. Transportation costs and tarifls were the predomi-
nant reasons for the establishment of thesé enterprises inthis country.
The presence of essential raw materials and the desire of foreign nationals
to invest capital in the United States were additional reasons.

One hundred seventy-three of the vested compamcs were estabhshed
for trading purposes. Most of these companies were engaged in the

importation of goods from Japan, Germany and Italy, and in the exporta- -

tion to those countries of such American products as cotton, oil, scrap
metal and machinery. Some of the trading companies, however, were
engaged in domestic business. A’ large number of wholesale and retail
enterprises are still in operation; most of these are Hawaiian firms formerly
owned by persons who have been repatriated to Japan.

1 The book value i3 adjusted for assets in enemny territory, insolvency of firms indebted
to the Custodzan, and claims against the Custodian’s interest.” See pp. 37-38, below,
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Table 8.—VESTED ENTERPRISES DISTRIBUTED ACCORDING -T(x) KIND Ol”.
BUSINESS ACTIVITY :

. . Tolal assets .
-[In thousands of dellars) -
Kind of bustness activity Number of —
. . compenies Asol {Iatg.s of | & sof June
assumptijon
of control 30, 1944
B2 GO 387 % 367, 403 1 350, 013
Manufacturing: i
’ Chemieal 20 130, 634 15,450
3 25,818 40, 560
8 4,190 . &
3 850 854
Trade:
© Wholesale. . .ovu v o O, e 145 41, 764 44, 08¢
Retail o i i ivam i 28 5,442 §, 207
%ﬂ}nsportation and rolated serviees. ... .. .o.ooliiaaalll 20 , (49 2,861
olding:
Investingut. _...... 14 50,047 58, 060
Real estato........ 8 8, 4 7,968
Patent and copyright.. .. 21 2,210 A ]
Finance:

. BanKINg e eimic e cciraawee—mema—nmr—nn 22 68,115 6L
INBUIANCO. . o lvrirriaenrivnsmncresmrrcesnnranvnorannrnaernne 6 15, 149 3, 564
Miscollaneous. /..o oan i iiiiuiiicnnannn . 9 21 n

- Bervices: * . . . N .

Engineering. ..o coomeooomooiiinnnnn . 3 2,004 1912
Other services rendered for profit. .. . I 11 390 382
NOBProfit .. .s v vbr e b ane e an 13 | 398 R

! Enterprises divestod or sold arp Included at total agsots at date of divesting or sale. Liquidating divi.
dends paid out by the enterprises to the Custodian and other owners have lowered the total assets of many
firms. For a {ull discussion of tho changes in the assets of vesied enterprises, see Ch., VI, “*Business Enter-
prises: Disposition,” pp. 52-681,

t Those totals do not agree with total agsets shown on table 8, Inssmuch aa it i3 not practics! for p of

this table to climinate intercompany accounts between afliliated companies engaged in different kinds of

business setlvities, -

Twenty of the vested enterpriscs formerly controlled by nationals of
enemy countries are in the field of transportation and related services.
Among these companies are branches of such well-known steamship’ lines
"as N. Y. K. (Nippon Yusen Kaisha), Hamburg-American Line and the
Italian Line. , ‘

Investment, patent and real estate holding companies, 63 in number,
.account for 16 percent of the total of 387 vested companies as of dates of
. assumption of control. The invéstment and real estate holding companies
were established primarily by German nationals either to care for invest-

ments in this country or to finance activities in Germany by means of the
issuance of bonds by American holding companies rather than by direct:
sale of foreign securities in the United States. The patent holding com-
.panies were established chiefly by German concerns to exploit their rights
-in. the United States and to render technical assistance to thcir licensees.

Most-of the 37 companies engaged in financial activities were established
‘by Japanese and Italian financial interests as part of their world-wide

networks of international banks and insurance companies. A few smaller
.companies were established to deal in sccurities and foreign exchange.

The 27 enterprises engaged in service functions fall into two groups: 14
-firms which perform services for profit, and 13 nonprofit organizations. The
engineering services rendered by these vested business enterprises are of
-substantial value to American enterprises engaged in manufacturing,
whereas other services performed for profit by these vested enterprises are of
ittle importance. The 13 nonprofit organizations consist of political and
"social groups and trade organizations with enemy sympathies. '

® %

:_ Vested Enterprises Classified by Nationality -

3

‘

In the following tabulation the asséts of the ’cnterpri:ges vested in the
Custodian are classified according to the nationality of their former owners:

‘ ' Total aaaeéa as of
... Number of -

“dates of as.mn;?-

Nationality of former owners compunies tion of control -

GEIIIAN s . vee e avnciaonrnr v raenyas N 190 $246, 816, 000

ADANCSE + v s e e R 158 .~ 102, 508, 000
Jufuan e 33 12, 937, 000°
OEREE . + s os Fe e e e e e 6 2,542, 000
Total. ..o aas e e 387 364, 803, 000

These figures show the great importance of German concerns among..

vested business enterprises. The enterprises vested from nationals of
countries other than Germany are numerous but tend to be sm;tller and of
less economic importance than the German concerns. While only 49
peccent of the 387 vested enterprises are German, the German firms account
for 68 percent of the total of assets of vested enterprises. :

Size of Vested Enterprises } B

. The following tabulation shows the vested business enterprises classified - -~
- according to size: : . -

R
Number of !

 Size of g::?t.f as of dates of assumption of control (book value) enlerprises Pcrcmt ‘

Over $10,000,000, ........ ...t LI TR RITRE e 2 ?‘1}
$5,000,000-$10,000,000. ... .... e e SEETRRRR e 3. o
$2,500,000-$5,000,000. . ... ..... e e ey 1 5. S
$1,000,000-%2,500,000."% . .. .... NP T I REEETEE PRSPIRN 2 5. 7:
$500,000-81,000,000. . . .+ - - ... SRR L .z oy
£100,000-8500,000. . . ... ........ R ERY TRRE coenn 108 2.2
Under $100,000........ P R R LRI - .

C Totalis,aieienien ST N 387 100. 0

Over half of ,fhc véstcd enterprisés, ‘or 54 percent, had assets of under.

$100,000 as of the dates of assumption of control. An additional 28 percent

‘had assets of between $100,000 and $500,000. Thus 82 percent of vested:

enterprises had assets of half a million dollars or less on the dates when the: -

Custodian assumed control. Two percent of the vested enterprises or eigh;
firms had assets of over $10,000,000. .

Location of Vested Enterprises - o

The 387 vested enterprises are distributed gcggraphi'cally among 20 -
states, Hawaii- and Puerto Rico. Their location is shown on the accom-;.

ing map {Chart 3). S o .
pa;i)x:ccgNewpé’ork Cit);)r is the Nation’s leading seaport,-it was the location-
of most of the German and Italian trading companies in this country as.
well as of many Japanese firms engaged in tbe same activity.- Similarly,’
New York City’s position as the largest financial and business center of the.
country accounts for the location there of most of the vested holding com-:
panies and financial institutions. turi ; d
throughout the Northeast for the same reasons that similar American-owned,,
firms are concentrated in that area. Companies situated in Louisiana and .

Texas consist chiefly of transportation companies, cotton exporters, and

importers from South America, all of which used the ports on the Gulf of
Mexico. - : :
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Vested manufacturing firms are located:
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TaTaL l‘UNBEi OF. EHIERPRIS‘ES - 387
sted, March 11, 1942 1o June 30, 1944

. Virtually all the enterpri
nierprises on the West
mer} i °
Y owned by Japanese nationals, Thie Japanese firms on the West Coast

CHART 3.~Location of éusiness Enferpti;es Ve

Coast and in Hawaii were for-

are divided almost evenly between d
I international trade, while in Hawa
In predominantly domestic business.

omestic businesses and those engaged

chuxow OF AssETs.—Not al)
?ggjsegg 8t%0t(§1e t%US;odi?n’s control. A substanti
/98,000 at dates of assumption of '
A ! ‘uption of control and $84.8
enem)yq}x;z i(éia ;e;;l én dcnemy and enemy-occupied countxzietz.9 ’O‘?’»?hi;{::;?e n
: s educted, the gross assets subject to control by the e(t:sum
S8 enterprises included 3266,125,003(; ‘

. 765,000 at da cd in allied and neural
of June 30, 1944, this tota] has i’ncre;:seccil i?sﬁgéf Fg;;ngbotéon of control. - As
N bl 3 . .
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11 most vested enterprises are engaged -

Table 9.—~CONSOLIDATED COMPARATIVE BALANCE SHEETS OF ALL:
VESTED ENTERPRISES, AS OF DATES OF ASSUMPTION OF CONTROL -

... AND AS OF JUNE 30, 1944

“NOTE.-~The individual balan'¢o shects used in this consolidation are as of dates of assumption of control
snd asef June 30, 144, wherever avaflable. For a{ew companies (chlefly small enterprisas located in Hawall
or recently vested) It was necessary to use balance sheels prepared as of slightly different dates. Bsalance
sheets nsed for vested enterprises owning subsidiaries sl% located in the United States are consolidated
statemnents for the enterprises and thelr United Statessubsidiarles. The intercompany accountsof affiliated
vested enterprisns {that is, companics formerly owned by the seme foreign nationals) have been deducted
from tF¢ values-shown ot the table; n¢ adjustments have been made for the intorcompany sccounts of -

nenatlilintes, R
R [;n thousands of dolars]
Changes from dates of assumption
Asof ol eentro) to June 30, 1944
Pal heet it ddatos of - As osfo
alance sheet items , | assump- . Jine 30,
“ | tionof | Adaltional | Ghangeste- | Tess: | "gie™.
control | intorests | booksof | divested
. enterprizes or sold
. - ASHETS ! . .
Located in Usiited States....... AU 266,125 1o o o] —seme | 275408
Located in allled and neutral countrivs. . ____ 13,640 §. o eienan i, 811 ¢ , 326
located in enemy and enemy-occupiod . )
COMBLTIOS L.v ot iremne rmveman e ——— 85, 038 - 149 ] ¢ 84, 839
‘Total assets 354, 803 ~11, 588 -—8, 678 369, 713
LIAWILITIES AND NET WORTH( '
Lisbilitles: ’ - 5 . . -
Owing to residents of the United States..] 100,393 feoovnrvccunn 414, 369 -4,088 110,726
Owing to restdents of allied, neutral and | - .
mcmy-nccu?icd ecauntries . ........... - 6,204 [l e, : -t T86 |emeenan 4, 559
Owing o residents of enemy countries, .. 8,668 —32, 181 +731 [ 7,218
Owing to Custodian (vested? %ol 8,868 +2, 181 —676 | 538 -9, 935
Total Habilities ... cvueemea o e v s 124,223 |oevenn m——. +12,789 —4,674 | 132,438 .
Net worth: ’ ) . N - ) :
Net worth of solvent enterprises. . ..... 248, 138 Jivrvncmmmun . +90 1 -2 188 247, 109
Deficits of tnsolvent enterprises. ... ... . 8,558 {ueeaan Co-1,899 | +23 -5, 883
Total nét wWorth. o vuvvvvoorcvnninvnnniad 240,580 joomuvirnonen 1, 200 -2, 108 231,278
Total labilitics and net worth......... 364,803 Jouemenoinns +11, 589 —6,679 1 360,18
Not worth of splvent entorprises distributed . .
according to ownership shares: - E R
Vested in Custodiand . __ . 188, 189 4,573 -2, 890 -1,168 188, 606
Owned by estates and trus! . . .
Custodian is sole bencficiery 2,800 { o F113 e . 2,922
Owned by others 58, 140 ¢~ —4,678 +2, 978 -~982°1 ° 55 881

1 Roceivables and-clairs are classificd -acoording to loeation af debtors; deposits. ng to location of
depositories; and sceurities according to loeation of ifssuers. : c :

1 Less than $500. o
? For further dsto on the value of the Custodian’s interests, see Table 11,

+ For explanation of factors producing this change, see Tablo 10,

Liob_iliﬁcs _ o -
The total liabilities on the books of the vested companies at dates of

assumption of control by the Custodian amounted to $124,223,000. As of

June 30, 1944, liabilities of the enterprises remaining under the Custodian’s

control amount to $132,438,000.
Of the total liabilities at dates of . assumiption of control, $8,868,000

formerly owned to nationals of enemy countries was vested by the Custodian.
Subsequent to his assumption of control the Custodian vested additional

creditor interests amounting to $2,181,000.

22835
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Net Worth

" The consolidated total net worth of vested com aniés decli

$3,305,000 during the period of the Custodian’s controlf from 32?3}?;8 08()),
to. 3237,275,000._ Thc‘sale or divesting of 14 cnterprises accohnt's’ for
$2,105,000 of this decline, these firms having been ‘eliminated from the
balance sheet for June 30, 1944.  The remaining decline of $1,200,000 is
explained by the fact that the increase caused by the aggregate "net ’proﬁts
of the comnpanies was less than the decrease caused by capital adjustments

.and distributions of income and principal t i
Ox/:z[x}}frs the oo Sprics principal to the Cusfodlan ‘and other
e changes which resulted in the decline of $1,200,000 on the b . k
» . - 3 f
the enterprises are analyzed in detail in Table 10 under the followir?; f:s):z)r
headings: (1) Operating profits "and losses, (2) Capital adjustments
(3) Liquidating gains and losses of banks and insurance companies, and

(4) Distributions to stockholders, partn ) i ing
tr ers and other own
Castocian. » P . ers, including the

Table 10.—FACTORS RESPONSIBLE FOR CHANGES IN NET WORTH OF ALL

VESTED ENTERPRISES FROM DATES OF ASSUM
TO JUNE 30, 1944 N {PTION OF _conrgou.

{In thousands of dollars}

Factors responsible for changes

1. Operating profits and losses (after taxes): 1

Profits of 117 companies. . .............
Less: losses of 184 companies...........:::‘.::: +3§g§12
“Netchange......ooivivivenvnennn e ‘ , ‘ +224 589

2. Capital adjustments: 1
Revaluation of assets (including losses
and_gains on sale of assets ‘and
liquidation of receivables):

Gains. ..o 4844 . )
Less: 108S€8. .o .vveiienneennn. —5,307  —4,553
Changes in expenses and taxes appli- -
cable to periods prior to vesting:
Expense and tax reductions. . . . 765
Less: expense and tax increases. . - 1,925 —1,160
. Netchange.............. v : —5,713
3. Liquidating gains and losses of banks and B '
insurance companies: -
Gains of 15 companies. .. ......... +747
Less: losses of 13 companies. . ...... 689"
- Netchange. ... ..vivviiinnteennrananen : :
4, Distributions to stockholders, partners, and other o+
owners (including Custodian): ’
Distributed profits. . .. .ooovnieicienn .. L —4, 864
Liquidating payments in cash and in ) ’
kind. ... .o e -~ 13,252
Less: fundsreturned to companies 475 —13,777
. Stock bought in by companies. ................ —93 -
Netchange................... e T - 18, 134
. Total changes in net worth reflected on the books of the ; '

enterpriscs~(p<:_r Table 9) ... ..ot iiiininnen veves =—1,200

1 Do not & \ .
shome ant scl:giust?e profits ot losses or capital adjustments of banks and Insurance companies. Theso are

2

36 +-

i

. OpERATING PrOFITS AND Losses.—As will be noted from the table, there
was an aggregate increase in net worth of $22,589,000 resulting from the.
net operating profits of the group as a whole. Profits were made by 117
companies, losses were incurred by 184, and 58 companies madé neither

" profits nor- losses. " The profits were made principally by companies con-

tinued by the Custodian as going concerns. The losses were incurred
principally by enterprises in liquidation, most of which have suspended their

. profit-making activities. The two principal reasons for the large number of

companies showing neither profits nor losses. are, first, that only a single
balance sheet, as of dates of assumption of control, was available for many
enterprises recently vested, chiefly Hawaiian enterprises seized in 1944;
and second, a number of small companies are dormant, make no profits.
and incur no expenses. : . :
CapiTaL ApjustmMenTs.—Capital. adjustments account for a decline in
net worth of $5,713,000. The most important capital adjustment con-
cerned is an aggregate net loss of $4,553,000 resulting from revaluation of
assets. . The largest factor in this loss is the write-down of physical property
in the United States. Reductions in the book value of receivables are next
in importance. The book value of assets in foreign countries has also been
somewhat reduced by the auditors of the companics. - . : A
LiguipaTinG Gains AND_ LOSSES OF Banks AND - Insurance COMPANIES.— -
The net differences between book values and realization values of the.

"liquidated assets of banks and insurance companies were comparatively

negligible, resulting in a gain of $58,000 for the companies as a group. The
vested banks and insurance companies are all in liquidation and not engaged
to any appreciable extent in any other operations; operating profits .and
losses -accordingly have not been separated from capital adjustments in
analyzing these enterprises. : ,
DisTRIBUTIONS TO OWNERS.—The most important factor in the decline in
net worth was the distribution of cash and securities to the owners.of the
companiss, including distributions to the Custodian and to other owners
whose interests have not been vested. This change of $18,134,000 is com-
posed of distributed profits of $4,864,000, liquidating payments of $1 3,177,~
000 and $93,000 paid by certain enterprises for the purchase of (unvested)
minority holdings of their own stock. : T
To summarize, after allowance has been made for the sale or divesting of.
14 firms, the decline in the net worth of the vested companies was due
primarily to the distribution of principal tothe Custodian and other owners
of the companies, and in the consolidated figures this decline was almost
completely offset by profitable operations. '

THE CUSTODIAN'S INTERESTS IN VESTED ENTERPRISES

Necessary Adjustments -

Thus far this chapter has been concerned with vested enterprises as such.
The value of the Custodian’s interests in these firms remains to be deter-
mined. The unadjusted book value of the Custodian’s interests was
established by Table 9 to be $203,811,000.2 as of dates'of vesting'and $198}- -
541,000 3 as of June 30, 1944. These figures do not satisfactorily reflect the

3 Including 3188,139,000 of interests in net worth and $8,868,000 of debts 6wi1fg to
the Custodian at the dates of assumption of control, plus additional vestings to June 30,

1944, of $4,573,000 of interests in net worth and $2,181,000 of debts. .
3 Including $188,606,000 of interests in net worth and $9,935,000 of debts owing to the

Custodian. » . . o 3 228 38 e
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Custodian’s net equity i i i
dian’ y in business enterprises beca i
e ot p because of the following three
inlétssm\s !b::l Enemy TeErRrITORY.—Many of the companies have assets

nemy and enemy-occupied territory. These assets, at least for ‘the
PrTsentf ‘may be considered valueless or unrealizable. In computing the
;‘z,a ue t(})x the vested interests, the book value of these asscts has been deducted
rom the assets of the companies, and the Custodian’s interests in net worth
hazvc been adjusted accordingly.

. InsoLvency oF Vestep Firms I r v

) ‘EST : NDEBRTED To CUSTODIAN.—A numbe

of the companies which are indebted to the Custodian are insolvcntr

Hence thé value of the Custodian’s rights as creditor of these companies .

hag been adjusted to his prorata interest in the event of liquidation.

G . C}.AIEAS_ AGAINST CuqumAN’s InvERESTS.—In several instances the
hu,stodlan s interests are subject to claims of various kinds. Tor example
the Cu.stodlaz{ has vested stock which was pledged by the former owrmcnr') t(;
aélf;tccic{l}or.bitllc s}iockl; therelore, is not worth its full book value to the
odian but rather bo i
. ' ook value less the amount Qf the debt for which it

When proper allowances are made [ three fa '
. : or these three factors, the adj
Kz;lue };)f thtﬂ;s gtcl)st(cﬁl%%,’(.;; interests in vested business entcrpriq’es is fov.gr‘:sltig'
ve been 5 : sting ( i
Yty ), », as of'dau,s of vesting and $14§,779,()OO as of June
Cl’};?gs?dt?tqlslarc'broléglrm l(;lown iln Table 11 to show the character of tﬁc
an’s interests., the total valuce of interests in vested busi .
J . SINCSS ¢ -
prises ($145,779,000 as of Junc. 30, 1944) the two most‘importantcsc‘:‘otr;tcé-
nents are stock of a value of 897,964,000, and equity in entcfprises wh!;se
assets or excess assets have been vested with a'value of $39,485,000
. . ¥ i

Table 11.—CUSTODIAN’S NET EQUITY IN VESTED ENT

ERPRISES, CLASSIFIED
BY. CHARACTER OF INTEREST, AS OF DAT A
 JUNE 30, 1944 ES OF VEST‘ING AND AS OF

[In thousands of dollars]

Charaeter of interest : As of.dates of | As of June 30,
- vosting 1944 ’
1517 N :

.................................................... 149,611 | 145,
Interests fn net worth. . __._........__.. y 140, %0 ) =
ests I met worth .o , 307 138, 281

Btock..._..o....... ' v :
Equity in enterpriscs \;'-56.—;;5:3"‘"“"“"u"““-:“""““"‘"‘-“. o o ‘
Bl Tl o s o e e e v | g
Interests as creditor. . . ..o...ceun-n- man . 8, 8¢ =
: e ne s e e e aneae , 504 7,498

Bonds ... oo oo '
Notes and sccounts rcceivnb!o‘:::i::::::::: """"""""""""""""""" 8 3,?; piid
......................... ,: : 7,008

1 Of which $145,868,000 was vested at d i ' o
e s 0 s wosod ot ates of uassumption of control over tho enterprises by tho Custo-

I g . . . »
inso’llvl;ﬁtagéxl;f;m:'m is ggl‘l;her complicated when the Custodian is owed money (1) b
anies which own assets in enemy and i i

N S P : y enemy-occupied territory or (2
)y ¢ insolvent if such enemy and upi

considered valueless. . Then the adj ! ) 'y ey occupied amcts arc
: v . justrnent must provide for the reducti

of debts owed to the Custodian to hi i o e Yatue

‘ o his pro rata inter:
located in enemy and enemy-occupied ]zountries, est based on all asscts except those

”H N

Analysis of Changes in the Cusfodion,’# Net Equity. . - . o

in Business Enterprises POy

* During th’c period from dates of vesting to June 30, 1944, the value of the

" Custodian’s interests in vested enterprises ‘decreased by $3,832,000. "The: -

reasons for this decrease are shown in Table 12. It is apparent from this’
table that the decline resulted largely from the liquidation of the Custodian’s -
interests rather than from an absolute decline in value of the property origi- °
nally vested. In fact the value of the property originally vested increased
substantially ‘as a result primarily of profitable operations of vested firms.
The conversion to cash by the Custodian of part of his holdings of property.
in vested enterprises was largely offset by a net appreciation of the remain-
ing interests in vested enterprises during the period from dates of vesting to :
June 30, 1944. The changes in net equity, itermized in Table 12, are as

follows: v
Toble 12.—~CHANGES IN CUSTODIAN'S NET EQUITY IN BUSINESS
ENTERPRISES, DATES OF VESTING TO JUNE 30, 1944

{In thousands of dellars]

i

Net cquity as of dates of vesting. .........o-vnve . 149,611
Add: Net appreciation of vested INECTCAIS .« v v vncannss s 410, 875 -
Less: Liquidating dividends and other liqui- ’ .
dating distributions made to Custodian by the
CCOIIPARITS . . 4 s rsnssras e casmmnmr oo
Debts paid to Custodian. ....coo.oenns : - 924 )

Interests sold by Custodian............ —752 . ) s
Interests divested by Custodian. ........ 621 14,707 e

-3, 832

145, 779

Net decrease.....ovvesennanresrss P R R L

Net equity as of June 30, 1944.......... s B R IALLTEEREE

. 1. NET APPRECIATION OF VESTED INTERESTS.— T he net appreciation from
dates of vesting to June 30, 1944, was $10,875,000. Virtually all of this
appreciation is attributable to undistributed profits and upward capital
adjustments of some enterprises (less losses and downward capital adjust-
ments of other enterprises). o , ' . -
2. LiQUIDATING DIVIDENDS. AND OTHER LIQUIDATING DISTRIBUTIONS
MapE TO THE CUSTODIAN BY THE Cowmpanies.—Inasmuch as the Custodian
holds most of the ownership interests in the vested enterprises, he has been,
‘the principal recipient of the liquidating dividends and other liquidating’
distributions of vested enterprises in liquidation. Through June 30, 1944,
9,971,000 in cash has been paid to the Custodian and $2,439,000 of

marketable securities has been distributed to him. - '

3. Payment OF DEBTs OWED TO THE Custopian.—It has not been
possible to collect the bulk of the substantial amount of vested creditors’
interests in these enterprises. Many of them are long-term debts. To
June 30,1944, $924,000 has been collected. :

4. IntERESTS SoLD.—The Custodian has sold certain vested interests in
business enterprises for a total of $7 52,000. ’ ‘ .

5. InTERESTS DivesTeD.—The divesting (i: €., return to former owners)
by the Custodian of interests in net worth of $112,000 and creditor interests
of $509,000 reduced the Custodian’s net equity by a total of $621,000.

322837

+ '39.



http:enterpris.es
http:appreciati.on
http:reducti.on

The Cuﬂodum s Income from Interests -
in Vested Enterprises

’

"The’ Custodian has been the principal beneficiary of the $4,864,000
in profit-distributing dividends and partnership distributions paid by enter-
. prises operating at a profit. Through June 30, 1944, $2,959,000 in divi-
dends on stocks and $53,000 in partnership proﬁts, or a total of $3,012,000,
has been paid to him. The remaining $1,852,000 distributed by these
firms was paid to stockholders and partners whose interests were not vested.

"In addition the Custodian has been paid $24,000 in interest on vested

debts, thus bringing the total income paid to the Custodian by vested
enterprises to $3,036,000 as of june 30, 1944, ’

DESCRIPTION OF SUPERVISED BUSINESS ENTERPR%SES

In addition to the 387 vested enterprises, the Custodxan has taken under

supervision 84 enterprises in which no interests have been vested. Of

these enterprises, 53 are owned by nationals of enemy countries (mainly
internees), 29 by nationals of enemy-occupied countries and two by na-
tionals of neutral countries {supervised because of special circumstances).
~ The total assets of these companies as of June 30, 1944 (or at the dates on
which supervision was terminated by the Custodmn) amount to $30,150,000,
of which $29,280,000 is located in the United States, $820,000 in alhcd
and neutral countries and $50,000 in enemy and cnemy-occupwd countries.

The most important of these enterprises are engaged in manufacturing,
wholesale trade, and the holding and licensing of patents. A breakdown

according to kinds of business activity follows:
- Number o, Total asaets

o - supersise a3 of June
Kind of business activity . enferprises 30, 1944 )
Manufacturing. .. & vvn e e e N 26 $10,450,000
Wholesdle trade. . ........ e e e i 25 6,290,000
Retail trade. . . ... ot i iiiiiriarennanaen 9 290,000
Patent holding......co oo, 8. 5,830,000
INSUFANCE. . . ot eieinnnnerennnns PN e 1 2,190,000
Investment holding. . .........ovaviiiii 2 2,100,000
B EIVICES . o vt vemci it s et et e 9 2,550,000
B 8 1 .= 4 450,000
Total. ..o e P 84 30,150,000

Sixty-one of the enterprises, including most of the manufacturing and
patentholding companies, are gomg concerns; the remaining 23 are in
liquidation. .

The Custodian has terminated his supervision over two enterprnses with
total assets of $400,000. The circumstances under which supervision is
terminated by the Caustodian are set forth in Ch. VI, “Business Enterprises:

Disposition,” page 42.
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Business Enterprises: Disposition

It is the policy of this Office to sell to American citizens or organizations
controlled by American citizens all vested property (except certain patents,

- trade-marks and copyrights) as soon as enemy control has been removed
.and proper arrangements can be made. The reasons for this policy are set
forth in Ch. VIII, “The Disposition of Property,” pp. 6678 of the Annual
" Report of the Office of Alien Property Custodian, March 11, 1942 1o Fune 30, 1943.

_The basic reason is the belief that private enterprise is the most efficient
form of control of property and that the Government, rather than burden’
itself with the administration of property, should transfcr it to prwatc
hands as. specd:ly as possible. :

CHOICE OF METHODS OF DiSPOSING OF BUSINESS
ENTERPRISES

Vested Firms

The Custodian has avaxlablc four principal methods for dlsposmg of
business enterprises in which interests have been vested

(A) Sale of stock (of a corporatxon) ' y ,
(B) Sale of all or most of the assets in bulk toa purchaser who can-continue
to operate the establishment. '
(C) Sale of -the assets piecemeal to different purchascrs (thh collccuon
of receivables by the company). :
(D) Transfer of the assets m kind to the Custodian, dxsso]vmg the enter-
prise at once. -

Legally, the sale or transfer of assets, as in (B), (C) or (D), constltutes the o

hqmdauon of a concern, while the sale of stock (A) constitutes merely the

sale of an interest in a ‘going concern. Economically, however, the sale of
assets in bulk (B) leaves an establishment a going concern just as much as
the sale of the stock (A). Only the sale of assets piecemeal (C), or the -

tummg over of the assets to the Custodian eventually to be sold pxecemcal
(D), constitute termination of the establishment as an economic unit.

The economic distinction is the basis of the Custodian’s policy in deter-
mining how’ to dispose of business enterprises. Broadly speaking it is the
policy to maintain as economic units by methods (A) and (B) those firms
which can be operated profitably and can-perform useful functions in the.

American economic system. Other vested firms are liquidated by metbod o

(C) or, less frequently, by method (D).
When firms are to be continued permanently as going-concerns, opera-
tions usually are continued under the general control of the Custodian until

-the enEerprlses can be sold ‘ o 3 2 8 9
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PateEnT AND INvEsTMENT HoLpING Companies.—The disposition of vested
interests in patent holding companies presents difficult problems,. the solu-
tions of which may be expected to vary from company to company. In
some instances, when the Custodian is the sole owner of the company, it
may be possible to transfer the patents to the- Custodian’s general patent
pool and dissolve the company. When others hold minority interests in a
company a settlement may be possible by which the Custodian becomes
the sole owner.of the company. On the other hand, in some circumstances
the Custodian may sell his interests. in the company, or he may continue
the company under his control until expiration of the. patents. The pro-
cedure adopted in a given case depends on the particular facts involved.

The disposition of investment holding companics also presents peculiar

problems. The principal assets of several investment holding. companies
are securities of companies in enemy territory. There is no possibility at
present of selling interests in these types of companies, inasmuch as they
are of uncertain value. For the same reason, they camnot be liquidated.
Owing to the existence of interests of Amncricans as minority stockholders

and creditors, the assets cannot be transferred 1o the Custodian. The -

~ continuance of the companies is; for the present, the only policy which can
_be pursued. s ' e ‘

Supervised Firms ) . »

' When the Custodian decides that it is no longer necessary to exercise
control over an-enterprise which hc has supervised but not vested, the con-
trolis terminated. At least two weceks before the termination order is to take
effect, Foreign Funds Control is notified. If the latter agency does not

assume jurisdiction, complete control reverts to the former owners as soon

as the termination order is put into effect.

'OPERATION OF ENTERPRISES CONTINUED AS GOING
S : 'CONCERNS - -

The principal objectives of the Custodian in dcaling with those vested

enterprises which he decides to opcrate are to free the firms from control -

.. by nationals of enemy countries, to prepare them for sale to Americans,
and to insure that they make a maximum contribution to the war. effort.

It is the intention of the Custodian, however, that these enterprises be sold

and thus returned to private ownership within as short a space of time as
practicable. - : : :

Relutiohéﬁip of the Custodian to the Firms -

PreLiMINARY Survey:—When the Custodian- assumes control of a busi-
ness enterprise and determines to continue it as 2 going concern, a survey
is made to determine the extent to which the management can be relied
upon and what steps should be taken to insure the fullest participation of
‘the firm in the war effort.. This survey may include a complete analysis
of all the problems of the firm, including both production and financiat
problems. The objective of the Custodian is to make certain that the firm
will operate at maximum efficiency, in war production if possible, or in

. civilian production if the plant cannot be adapted to war work. The
survey is made with this objective in mind. ) '

Auprt REPORTs.—A special audit report may be required as of the vest- -

ing date, especially if it has not been the practice of the enterprise to secure

auditing services. For the purpose of ascertaining and insuring that enter- .

2

‘is controlled jointly by the Custodian and the other owners,

f

 prises are being administered efficiently,the Custodian.requires that all

going enterprises be audited périodically by independent auditors and-that

" interim reports he subritted to him by the managements.

OreraTION OF CorPORATIONs.—If the firm is a corporation and the Cus-

todian has vested a controlling interest, he usually will nominate at least .

one director and possibly more, depending upon his holdings in thé cor- "~
poration andthe suitability of the incumbent directors. If there is a taint
of enemy influence, the Custodian will take action as drastic as the cir-
cumstances require. He may even elect an entire new board of directors
and ‘put in a new management. The Custodian believes that by ‘such.
action he has freed all the corporations (and other enterprises) under his
control from their former connection with the enemy. . -~ o
 Having taken the necessary action with respect to the management,

_the Custodian issues an authorization to the corporation to perform such

transactions. as he believes are necessary to the normal conduct of ‘the -
business. This authorization may Jimit the amount of money which may be

 expended by the corporation over a certain period, such as three or six
“months. To obtain approval of any unusual transactions or activities the

management must apply to the Office of Alicn Property Custodian. Such
unusual transactions would include, for example, sales to foreign purchasers,
the sale of a substantial part of the assets of the firm, and the issuance of

-additional capital stock.

Insofar:as possible the Custodian exercises control through the normal .
corporate processes. Thé directors nominated by him have no unusual
powers, nor are they exempt from the usual duties and liabilities of the

‘directors of a corporation. They consult with the Office of Alien Property
‘Custodian as to the policies of the Custodian, and through them these

policies permeate the corporation.. - : . : ,
OFPERATION OF PARTNERsHIPS.—If the business enterprise operated by -
the Alien Property Custodian is a partnership, control is exercised differ-
ently. If the Custodian has vested all the partnership interests, the concern
becomes a sort of proprietorship of the Custodian. Otherwise the enterprise

. .

"OPERATION OF PROPRIETORSHIPS,—A vested proprietorship is, of course, .
entirely under the Custodian’s control. He installs a manager who takes
charge of the firm under the same supervision from the Office of Alien’.
Property Custodian as any general manager of an enterprise. o

Guming PrincieLes.—In summary, the guiding principles are to remove
the enemy and his sympathizers from any position which enables them to
exercise influence over the affairs of the controlled enterprises, to insure
that these enterprises make the largest possible contribution to the war
effort, and to insure that they. are operated with efficiency. The Office of
Alien Property Custodian intervenes.in-the affairs- of the enterprises-to-the
extent necessary to achieve these objectives, but only to, that extent. In

fulfilling this duty, the Alien Property Custodian insofar as practicable acts

through the normal channels through which a person with similar rights
in a business would act under- ordinary circumstances. S ,
NATURE oF SUPERVISORY CONTROL.—When the Alien Property Custodian«
exercises supervisory control over a business enterprise (without vesting);
it is his-practice to ascertain in the first instance the adequacy of the manage-
ment of the firm. If the management is found to be adequate, with-appro~

. priate legal authority to conduct the affairs of the enterprise, an authoriza-

tion is given permitting all legal transactions necessary in the normal -
conduct of the business of the enterprise, subject to certain restrictions as
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zattiool;t }?otr}rmlct;}i:étkgnza(t;_on. The firm is required to obtain specific authori-
B oy actigfzt% }Ez?ghf(\)e:oa?gl’ cbxtraordinary transactions such as, for

y u ¢ tantamount to the bulk
company’s assets or any change in th i Forthcemors, the
o e o ange in the capital structure. Furthermore, the
submit periodic reports, o i ich
. _ 5, on the basis

Custodian may appraise the progress of its opérati_ons. of which th

Description of Vested Firms Being Continued as Going Concems -

" rA{l] veé)t?dtht::u?’ig;zz cftilterpxgsesf hav: been described as a group in chap
r V. e, rms by far the most important h -
prises operating as going concerns. Th s e Tor ahe ey
‘ : ng . ese companies are, for th
; . or t
g'e;t% frggt\;iley i_ngag'cd in the production and distribution of’goods aendmt?\sé
performanc qu;ii\;;c;z‘t : _'tI’he té)tal asséts of the going concerns in differ
[ vl » « -
bl y and their approximate annual sales are given
.hfﬁﬁéﬁgng{:ﬁ;}?cmnxﬁc ?OMPA!‘:TIES‘—"ThQ group of 16‘ chemical
g anies has larger total assets, larger
ger ann
?)r}dﬂiixs'gc&sig:; of war-products than any other gfozlp ('fg“ablcs IBU:idS?}SS
o these 0 panies, nine appear on the list of vested enterprises which
irectly to war production shown on pages 47-49

Table 13.—VESTED ENTERPRISES CON e
| TINUED AS GOIN
DISTRIBUTED ACCORDING TO KIND OF BUSINESS 2((};3%&:«45,

i In tb Télaldessets V
ousands of dollars) | Total
- Kind of buslness sctivity Seom |7 = e
. panies A9 of dates of th hea
1 ot | As of June ousands
oo upt U g] 730, 1044 1 of do}lars]
Total.......... '
. reeeerieceouaneretnn e o 128 2 ' 3
Mwuéwt?ﬂ“g: 3,818 247,214 | ¥241,300
emlcgl.. .. -
MiscollaBooS. - oo ooow oo oo o] A Bt}
Agrt Docollgneous...... o 25| 25, 431 1:5: | m
%&ri;ggp and PeLIOOUI ..o - 1 nn oo e e e é éasg ol E
g 800 PELIOBUIM . c.-ooooeere oo oo . .618 213
Whelcsale. .. ’
Retail ... i
Hol?ing: 2 l;i: 124 lg: 768 45,488
nvestment. _.. ’
Hon e -10 28,677 28, 811 [Q)

. Patent and copyrigh Bl v . 3
Miscellaneous dmance. ... % > g &)
BRFgaaneots RO oo 2 81 B B!

nEineering. . .. .o ’ :
Other sorvices rendered for profit. :1; 2’(1)8? - Ll e
| 163 1,480

-1 Enterprises divested or sold - : I
R et aro Included at total agsets at da
calor o(azt‘?ég: cig fg&%g&%(:: less than the sum of the detail in tk?giggﬁt{%gh%r&ngem 000
sales of 2 vestod wholcssl defrg"l‘;)%?t?a which act as distributors for vested manul’aetu;mg’comn:ggﬁsems e
N a5 salos of wholesale companies and sssales of manufactu r!x‘lg coﬁba?l\i:?

' No sales information is gi i
ki osates infor acm“y_s givon for companios of these types inasmuch as sales aro not involved in these

ese sal '
es represent produets designed by thie companies and sold by them to their customers; fhe

actual manufact s +
beon vestod. uro of the products is carried on for the vested firms by otber companies which bave not

L The “eai Lo :
panies.” tc;\rﬁ eg(t)::gricsg: ctﬁ:tl”i’na:i‘ us":g here, is somewhat broader than “active com
. : R iquidation are included . -
compan H . T €d as going co
ant holdin not in liquidation are inactive, at least for the prescr%t pgartic?;kz;:?s.' Some
ng companies whose principal assets are German securities. y import-
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~The chemical group includes General Aniline & Film Coréofa.ti'on; the

“largest enterprise in which the Custodian has a-vested interest, with sales

of $58,800,000 in 1943, and assets of §77,900,000: on June 30, 1944, A
description of the Custodian’s management of this company' is- included

in Chapter SCTi
chemical concerns, American Potash & Chemical Corporation-and Scher-

ing Corporation. . ‘ - ) ) _
. Products made by the vested chemical compames include _industrial

chemicals, dyes, photographic films, plastics and pharmaceuticals, as, well

as smaller quantities of food flavors and cosmetics. )
~ Thirteen formerly German companies account for almost the entire sales.
of the 16 vested chemical manufacturing companies, a fact which reflects

»

- German dominance in the world chemical industry before the war. The

sales of three Italian chemical manufacturing companies amount to only

_one-half of one percent of the total sales of the 16 companies.

MISCELLANEOUS MANUFACTURING’ Companigs.—There are 25 vested
manufacturing companies continuing as going concerns besides chemical
manufacturing firms and 14 of them have contributed in an important
‘measure to the war effort. ' o ' ‘

The products of these companies include such varying items as: pre-

cision measuring instruments vital to mass production, extrustion presses ..

used in -the mass production of airplane parts, industrial filters, pre-
cision parts for motors, machinery employed in the tobacco, paint and textile
industries, glues and sizing, -and beer and wine. Three of the 25 were
whelesale companies at the outbreak of the war but have since been cons
verted to the manufacture for the war effort of some of the products in which
they had previously traded. ' , - : B
There are 17 formerly German owned firms in this group of miscellanecus
manufacturing companies. Thirteen’ of the 17 are now contributing’
directly to the war effort. Neither of two Italian firms makes comparable

coritributions. Five formerly Japanese manufacturing firms are makers .-

of food products and beverages. T o
~ In Ch. VI, «Ten Vested Enterprises,” fuller descriptions of two firms
in the miscellaneous manufacturing group may be found, namely, American
Bosch Corporation and Carl Zeiss, Inc. S :
© AGRICULTURAL EnTERPRISES.—Each of the four agricultural enterprises’
operated by the Custodian was vested from Japanese nationals. Three

were located in the continental United States and one in Hawaii. One was

a nursery, and the other three produced foodstuffs. The agricultural N
businesses have not been listed with the enterprises contributing directly to -

the war effort since their contributions are indirect and relatively small.
- MINING AND PerroLEuM.—The mining and petroleum group consists of
two companies formerly owned by Germans. One produces crude oil and
the other reclaims lead and zinc from mine dumps. Both now sell most of
their products for use in the war effort. =~ .
" WhoLESALE TraDE—The most important of the operating enterprises
engaged in wholesale trade is General Dyestuff. Corporation, the sales agent
for General Aniline & Film Corporation. General Dyestuff Corporation:
has over half the assets and made about. four-fifths of the $45,486,000 sales
of the entire group during 1943. A fuller description of this company is,
given in chapter V11, pages 70-73. -

Formerly Japanese firms located in Hawaii constitute 11 of the 26 vested -
wholesale concerns operated by the Custodian as of June 30, 1944. There’

V11, which also contains descriptions of two other vested *




are 13 formerly German wholesale companies in the United States now

being. operated by the Custodian, .

The bulk of the wholesale companies vested in the Custodian have been
placed in liquidation. There are 119 such inactive companies with assets of
$27,318,000 compared with the 26 active companies with assets of
$16,768,000. :

ReTaiL Trape.—In the retail trade group half of the assets are held b'} a

single company which operates a chdin of filling stations in 19 States. The
vested ‘interests in this firm were formerly held by Germans. Eight of the
14 retail companies are Japanese firms located in Hawaii.

InvestMENT Houping Companies—The investment holding companies
consist mainly of concerns organized as the family holding companies of
wealthy Germans. * The largest is the Hugo Stinnes Corporation with
assets of 818,300,000, mainly in Germany. This company was organized

to use American money to redeem the German cstate of the late Hugo -

‘Stinnies, and is described more {ully in Chapter VII. The Thyssen family
was the bencficial owner of the Union Banking Corporation, with assets
of $3,177,000 (100 pereent vested), and the Wedcekind family was heneficial
-owner of the Empire State Properties and Trading Corporation, with asset:
-of $1,325,000 (506 percent vested). . :

Rear-Estate HoLping Companies.—Germans formerly owned the vested
interests in nine of the 11 real-estate holding companies being continued as
going concerns; Italians owned ‘the other two. Most of the real estate held
by these companies consists of office and apartment buildings in the United
‘States. : : ' :

Patent anp Coryricar Horpine Companies.—The group of vested -

patent and copyright holding companies being operated by the Custodian
consists of 13 German patent holding concerns with 97 percent of the assets
of the group, and- a single Italian copyright holding company. Several of
the patent holding companies supply technical assistance to their licensees,

MisceLLaneous  Finance  Companies—The miscellaneous finance
«companies are German firms engaged in foreign exchange. and security
‘brokerage. '

Services.—This group includes two German engineering firms, one. of
‘which holds ‘most of the assets of the group. These companies design
machinery and materials for manufacturing ¢ompanies. The only other

- vested firm which renders services for profit operates a hotel and restaurant.

VoLuMme oF SaLes DEvoTep 1o THE War EfForT.—Of the vested com-

panies operated under the direction of the Alien Property Custodian as of

June 30, 1944, 29 are contributing directly to the war effort. These com--

‘panies have not only converted to war work but also expanded greatly
their production. The total annual sales of the 29 companies in 1943 were
$213,428,000, as shownin Table 14, Salesdcvoted to the war cffortamounted
to $167,746,000 in that year. For the year 1942 the total sales of these com-
panies, including both military and civilian goods, amounted to only
'$154,695,000. In other words the portion of sales devoted to the war cffort
alone in 1943 was some $13 million larger than the total sales of the com-
panies for the previous year. : -

Awarps or THE Army-Navy “E”.—One evidence of the value of contribu-
tions to the war effort of business enterprises in which the Custodian has
vested interests is the award of the Army-Navy “E”? to the following con-
cerns being operated under the control of the Alien Property Custodian:

| *Includes all awards made up to the time of going to press.
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Awards

N . P .
i Name of enierprise P, Army-Navy B3 D4
American Bosch Corp. .o oevnvnens e e . it ArmyNavy GEM

‘American Potash and Chemical COtPaeroeorerrs R REREEAA i oy

‘ o ) ,,SccondNS_tar.“E»"L
visior D tment. Army-Navy "B
ivision, Camera Depar ) " First Star,

General Anikine & Film Corp.: AnscoD
| . . Army-Navy “E.”

Ozalid Products Division. .. ... J Cerees e A i
el ' e ver... Army-Navy “E.
Grasselli Plant...... STRARERRE AR A s
" .Reénsselaes Plaﬁt, Anthraquinone Department. ........ e ﬁ;rrﬁ?:l‘gzg “»E:“ _
Resinous Products & Chemical Co. . .vveverinnens pein N
Rohm & Haas Co....... L e SRR
. o g3 ArmY-Navy g

Co. {subsidiary of Rohm & Haas) e A star.

Charles Lennig and

Table 14.—GF£OWTH OF TGTAL ANNUAL SALES OF VESTED ENTERPRISES

CONTRIBUTING DIRECTLY TO THE WAR EFFORT AND PORTION OF

THEIR 1943 SALES REPRESENT!NG WAR PRODUCT‘ONA
- . {1n thousands of doliars} :

: S Portion of 11943 salg:z
t representing war
App‘roxlma;e total apoual seles Dr% wsentln ;
: Number .
+ Kind of business activity oipt;{listb(;r— ; . - ' "pc;wnf
‘ . mount | of total -
1941 w42 | 1943 | A Sowl -
Total! ien ‘o7 | 126,307 | 154605 | ;342 | 167,800 7.8
o r:) LD S s :
. 8.6
Chemieal ranufacturing to| 95,002 105, 988 13?:2% B A
Miscellancous manufacturing 12 198 - 013 o s % 2
Mining and petroleum: 2 az| as ii’g 'mo. i
‘Szig‘i‘ééi‘lféé‘;‘éfv‘ 10651 - aemenonnnenan Ny 11 a38| 228] 548 & .0 .

T 5 leh distriimm the wa} products of vested manufacturing companies aro exciud.ed-
T;lle’lli‘l:ségé%gggé ?5;;};1)%"?3 x\iitg;b trﬁﬁﬁiﬁ&% a“;:?g;ﬁg'}%ggl%ggg?@'l‘sha aetus] manufacture of the products
is performed by enterprises which have not been vestc@. i ) .
War Errort.~The following
he Custodian’ has vested
ffort, and some important’

List oF ENTERPRISES CONTRIBUTING TO THE
list shows the 29 business enterprises;in whxch't
interests and which contribute directly. to.the war € ;

roducts of each firm:’ R ‘ . U
rl)\mcric"ahinsch-Corp,—'A'viation:mag‘netos used in every;ltgspg rorfl 3:;3‘;1;,‘ |
" fuel injection equipment used 1n all Navy vcsselg as we rucks,

tanks and other armored vehxclps.
" American Platinum Works.—Platinum equ

silver solders and silver wire. _ o . ) ;
Am(stlrican Potash and Chemical Corp.—Chemicals and potashtuseltgis Smug:g
' produétion of military explosives, armor plate, instrument g

e hsights and gunnery fire-control devices: ‘ |
Am::[:lgggleSlignc.—-Crudc,oil. (The company operates oxhv{el]s.gl s of
Arabol rv"I\.’Iar’lufznctur'mg Co.—A lagging cgmcnt' emé)fkgges tl:s all typ S
’ {t to prevent the cracking and tearing - ]
Bufflzlx?ga%‘lg:tro«(ﬁcmical CO'EHYdr?ﬁg?nllpf}iZﬁf;l g;?hcpﬁtggsg‘é?big:; |

sulphate. Thecompany has been officially LDy e R which ‘
o increased production of potassium persuiphatc, : h
fa;io;ﬁ:: E;nthetig rubber: program would have been severely har}d(l

capped.” e 3
| ‘ 322842 + 4T

ipment for use in laboratories;
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Cork Foundation Co., Inc. (manufacturer), Korfund Co., Inc. (distribu-
tor).—A device for absorbing explosive impacts aboard ship, developed
for the Navy, =~ - S _ ‘

Fratelli Branca, Inc.—A specific for dysentery, for the Army.

General Aniline & Film Corp. (manufacturer), General Dyestuff Corp.

(distributor).—Coal tar dyes, films, photographic supplies, and appa-
. ratus and sensitive paper for the manifold reproduction of charts -and

) manuscripts by a dry and thereforé convenient process. o
Graef & Schmidt, Inc.—Surgical instruments for the’Army and Navy.. -

Kalio, Inc.—Holds majority of the common stock .of Karl Lieberknecht,
Inc., which manufactures machinery. . :

J- M. Lehmann Co., Inc.—Marine auxiliaries and éapstanﬁinches for cargo
vessels, optical grinding and polishing machines.. -
- E. Leitz, Inc—Cameras and photographic equipment; scientific instru-

ments, S - . .
Luscombe Airplane. Corp.>—Airplane
landing gear doors and gunners’ seats.
Maywood Chemical Works.—Chemicals and metal compounds.
J. C. Muller, Inc.—Bilge p
the noses of projectiles. A : , o
Ore & Chemical Corp.—Lead and zinc reclaimed from mining dumps in
" Coloradg. . : o - R
Henry Pels & Co., Inc.—Fabricated steel plates and bars. The company
punches, shears and fabricates steel bars, which are sold ‘to firms en-
gaged directly in war work.. . S
“Pettingell Machine ‘Co.¢—Metal working machinery such as automatic |
power hammers for aviation and automobile industries.” o -
R.A.-C.E, Inc.—A patented chemical recovering unit for the recovery of .
..-. caustic soda in the manufacture of artificial silk. -
Republic Filters, Inc.b—
| use. : q v ' N
‘Resinous Products and Chemical Co., Inc.—A glue film used in the construc-
© tion of plywood gliders, training planes and- transport aircraft. It is
estimated that 90 percent of the. plywood manufactured in this coun-
try, for use both here and in Great Britain, is being produced with the
use of this glue film. =~ T . o
H. F. Ritter & Co., Inc.—Supplies to the Navy.small tools manufactured’
-+ by other companies. i ' L "
Rohm & Haas Co.—“Plexiglas,” a substance half as heavy as glass, shatter-
", proof, very easily shaped, and more transparent than glass itself.  “Plex-
iglas” exclusively is employed on military aeroplanes for cockpit enclo-
sures, transparent bomber noses, gun turrets and windshields. .
‘Schering Corp.—Hormone products, X-ray media and some other drugs.
The research staff has participated in developments in the field of peni-

>

parts such as bomb-bay doors,

. cillin, R o . :
*Schloemann Engineering Corp.—Designs hydraulic extrusion presses used
. n fabricating copper, brass and aluminum., These presses are essential
" to the aircraft industry for the mass production of intricate shapes.

? The'vested interests in this corporation were retu
Divesting Order No. 93, dated June 6, 1944,. .

¢ This company has been sold by the Custodian. -

8 This company has been sold by the Custodian.

rned to their former owner by
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umps used by the Navy; machined forgings for |

Filt@rs for the chemical indusiry;_ and for hospital

~

Carl Zeiss, Inc.—Precision measuring instruments; repairs optical de?n&;:s.'
and precision instruments for leading industrial firms all over' the

United States. ‘

‘Interests were vested from Germans in 26 of the 29 vested- enterprises
contributing directly to the war effort, and from Italians in only -two, .
namely, Fratelli Branca, Inc., and R. A."C. E., Inc., and from Hungarian

- interests in one, Pettingell Machine Co. The absence of Japanese Lntereslts »
“in vital. war businesses and the limited Italian interests contrast sharpy »

with. the number and .ir_npoxjta'nce of the Gernian'con;erns. o -
SALE OF BUSINESS ENTERPRISES AS GOING CONCERNS
Regulations Gg'veming Sales in General : C

usi ise oi cerns i ied on pursuant
The sale of business enterprises as going concerns is carri
to the following regulations and: practices, which govern the sale of vgsteci
perty of all types.? E . . . .
prg}};nc:?,al Orde¥pNo. 267 sets forth the regulations governing the sale. o,f’ ,
vested property. For property of a value in excess of $10,000 the order
requires public sale, except in cértain situations outlined below when.

- “special sales” are appropriate. -When a public sale is to be held, provi-

sion is. made for the advertising of the sale, and for the submxssrcxr) of

written bids to be opened publicly at a designated place. . }

. value of less than §10,000 need not be sold at public sale
uxzirg'pgéié?falaomér No. 26. - It may be sold at the time and place of the
most favorable demand and upon such terms as may be necessaryft/o segvl.nre .
the best market price. In practice, however, even pmpcr}y ofa v }lafi
under $10,000 is sold at public sale except for property so dA at sp?C}
R

' ALEs.—Special sales include sales to another agency of the p
Fe%ii?zim(:}o%éﬁnmentpand to private concerns at the request of anpéhe;
agency of the Federal Government, sales of perishable property an 0

" other property the retention of which involves undue expense, sales of

i urchase securities, sales ‘of securities -and commodities upon
I;El};ltlsc E:?(cganges, and sales of real estate. General Order No. 26 p;iova‘cg)cizz
that such special sales of property may be made under thér O:;)ameI gx; ole
'Trcgul‘ations as govern the sale of property of a value of $10, 05 ess, .
under such other terms and conditions as the Custodian miy e{tjcrmlzrt)a,
In practice even though real property can be sold under the order a
‘'special sale it is always advertised and offered at public sale. W this. Office

Procepure IN Pusric SavLes.—Before a public sale is he 1t xii. ffice

advertises the sale, making an effort to “circularize the trade’ an ldrca§ .
persons whose busiuess is related to the-type of property. toube_so - :f :
order to avoid undue expense and inconvenience when small amcl)un.si) f
property are to be sold, a multiple sale may be held.. At such a sa e'}i)ﬁ ge
erty formerly owned by a number of business enterprises or ovl\.;nersfvir i be .
offered to the public. “The sale ordinarily will include a number o ‘OC of
property of a similar character. ‘Thus the Office of Alien Property. Cus

* The Office of Alicn Property Custodian is expressly exempted from thc‘Surpluks

f 1944 by sec, 34 of that law. . ) : .
P’?Efczﬁ? gy the Al?i,cn Property Custodian, May 29, 1943 (8 Fed. Reg. 7628). _
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todian ‘may hold a sale of household furniture, or a sale of steel. The prac-
tice of the Office at such public sales is to divide the items to be sold into
lots and to require bldders to submit written bids covering one or more
lots. "

In order to arrive at a well considered Judvmcnt as to whether the highest
bids received represent fair prices, the Office obtains expert appraisals of
property to be sold. In the case of interests in-business enterprises, experts
within the Office make judgments based upon the reports of independent
auditors and all other available information relevant to the formatxon of a
sound appraisal of the value of the interests.

Procedure in Sale of Going Concerns

CHoice BETWEEN SALE oF STocK AND OF Assets IN Burk.—When it is
decnded that a firm is to be disposed of as a going concer n, the question
arises of whether to sell the capital stock or to sell the asscts in bulk. If the
firm is a fully vested partnership or a proprietorship, the Custodian sells its
assets. If he has vested less than a 100 percent interest in a partnership, he
sells the vested interests.. Il the firm is a corporation, the criteria for decid-
ing between these two types of sale arc the following:

(1) When the Custodian has vested less than 100 percent of the common
stock of a corporation, stock sales will, as a rulc, be the only appropriate
method of disposition.
© (2) If the corporation is operating under a name which to the American
public conveys some close association with a product which has been man-
ufactured only abroad, it may not be in the public interest to allow the

_purchaser to use the forergn name, since he is not in a position to supply the

products with which the name is associated. Sale of the assets in bulk is
preferred to a sale of the stock under these circumstances, inasmuch as saie
of the assets in bulk leaves the productive entity undisturbed but with the
corporate name no longer attached to the establishment. The American
consumer is protected from having goods made in this country offercd to
him under a name which he has come to associate with a certain foreign
product.

(3)- Consideration is given to whxch type of sale will yicld the largest net

return to the Custodian.
. {4) The decision may be bascd upon a comparison of the effort required
‘for stock sale on the one hand, and sale of assets in bulk on the other hand.

If the asset sale requires less time and less manpower, the presumption is in

its favor, and vice versa.

(5) Where none of the above criteria apply,. other factors peculiar to the
situation at hand are taken into account. If there is no cxphc:t reason for
- choosing the one method rather than the other, the decision is made in
favor of the sale of stock.

PrepArATIONS FOR SALE.—The preparatlons necessary before a firm can
be sold as a going concern are complex and time-consuniing. 1t is first
_ necessary to make certain that the investigation of the firm by this Office

has been finally completed and full evidence of ownership by nationals of
enemy countries compiled, so that it will not be necessary to go back to the
office of the company for further investigation after it has been sold. If
any residual rights remain to be vested, appropriate action is taken so that
the Custodian can offer good title to the entire assets of the. enterprise and
all pbssible insurance against interference by. former owners. A prospectus
is prepared for potential purchasers, making an adequate disclosure of
. information about the enterprise. All material facts about the enterprise
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are verified, Thxs pmspcctus is examined by the Securmes & Exchangc
Commission at the request of the Custodian. The purpose of this examina-
tion is to permit the Custodian-to benefit by whatever comments thc staff of
the Cormnnission may make on the basis of their experlence. o
Pueric or Private Sare.—The Custodian then issues an order for the
sale of the stock, and, after proper advertisement, it is offered at public sale.
Ifa satxsfactory bid is not obtained through, such an.offering; an attempt.is -

‘made to obtain a fair price by other means. Such a situation may arise,

for exarriple, when the interest to be sold is not large enough to control the
tompany. In a situation of this sort the number of prospective purchasers
is-likely to be small and the public sale may result in unsatisfactory bids.
The Custodian may then reject these bids and seek to obtain better terms
by ncgonauon.

V Companies Sold

As of June 30, 1944, a total of 11 business cnterpnscs have been sold” by
the Custodian.® This represents approximately ten percent of the enter-
prises vested to date which the Custodian intends to sell rather than-
liquidate. As the work of investigating and vesting enemy-owned property.
progresses, personnel is being freed and transferred to the work of prepar-:
ing business-enterprises for sale. Meanwhile the initial sales have served
to test the market and to resolve a number of questions of policy and of
procedure. 'To give only one’example,- it has been necessary to'work out
a policy concerning the selling, as part of the assets of vested firms, of
vested trade-marks formcrly used by the firms but owned by their affil-
jated compames in enemy countries. (See Ch. IX “Copyrights and
Trade-Marks,” pp. 115-116.) - )

In two instances the Custodian has departcd from the rule of offering
business enterprises at public sale. “The organizational agreement of
Pyrene Minimax provided that any stockholder must offer his holdings to
the other stockholders before selling them to nonstockholders. The articles
of incorporation of Atow Matsuoka Co. contained first purchase rights for-

the benefit of certain business associates. These contracts have bccn re-
spected by the Custodian.

List oF CompaNIEs SoLp.—As of junc 30, 1944 the Custodian has sold
the following business enterprises as going concerns:

* Percent
of stock
) vested
Name of company Kind of business activity. and sold
. Nnmn-Aslntm ‘T’rading [ o T Qeneral [mporting and oxponmg .................. R 3
Ameriean Wine Co...oo..... . Production of wine.... ... ... - 51.9 -
Atow Matsuoka Co. ..o ..o . Retail of dry goods, noveltics, ete . 37.3
G. Bruniog Tobacco Extract Co.. . M;al;x;fm,turc of tobneeo extract; also lnvcstnlent 328
Widing, :
Robert E. Hautz & Co., J0C...coneennnn. Security broKerge. . ... vui e ot 2490
Pettingell Machine Go...oveonoiiinnnnns Mnnufacture of power hammers, rotary shears, 2100.0
© Frederick Pustet (‘-0.. | €17+ T lh-Lull sale of religious artloles, ..o L0 38.0
Pyrene Mioinmx Corpo. i oainune Livensing of patents relatlng to ﬁn.. extinguishing . He
. apparalus, R
{,‘gc';ffggg'g};p‘g°~‘°}..‘ eiemroenmonens Manufacture of phOrMACEHLICAI - oo oyeeeeeaeeenes 100.0
Ropube FIHLEES, TG oo aen o eeaneennn Manufacture of filters for chemical and liquor in- 503

dustrics and for hospital use.

¥ Percentage refers to assets, The company was formerly a partnership, - ;
1 These enterprises opérated as 8 single company and were conbolldamd under the name of ; R&re Ghemi- :
cals, Inc., by the purchaser,

+ A twelfth enterprise was offered for sale, but all bids were rejected as too low,

NN . .
'{'8 44 + 51




‘The ‘total proceeds of the sale of the vested interests in these companies
amounted to $752,000 compared with a book value of $969,000. This
book value, however, included $169,000 based on intangibles of dubious
‘value, namely, good will, formulas, patents and contractual interests.
Five of the 11 companies were operating at a loss at the time of vesting.

LIQUIDATION OF VESTED ENTERPRISES

Caiegorie; of Enterprises Which Are Liquidated

Of the 387 vested business enterprises, 259 are in liquidation as of June

30, 1944, The categories of enterprises which are liquidated by the Cus-
. todian are as [ollows: : )

-1. Enterprises alrcady in liquidation when vested. Over 200 vested
enterprises already were in the process of liquidation when they were
vested by the Custodian. The vested banks and insurance companies fall
in this group. ' , . ‘

I1. Enterprises which the Custodian has decided to liquidate. . ,

A. QOrphan Eaterprises—-Enterprises which are so dependéent upon enemy

affiliations that they have no independent place in the American econ- -

companics-are examples. . S S
B. Unprofitable and Insolvent Enterprises.—Enterprises which are un-
profitable and can best be disposed of by liquidation rather than by sale
" as going concerns; and insolvent enterprises, which are liquidated i 1 the
interests of American creditors.. - )

omy. Importing concerns and -agencies of foreigh - transportation

C. Nonprofit Organizations.—Membership corporations like the Ger-. - °

- man-American Bund fall into this group.  The assets of these enter-

. prises are being gradually . reduced to cash by the collection of re-
ceivables and the sale, in the most marketable units, of such salesable
property as they may possess. None of them will be disposed of as
operating units either by the sale of stock or by the sale of all of their
-assets in bulk. - ‘ i

. Of 259 enterprises in liquidation, 28 are banks and insurance companies.
Since the liquidation of these banks. and. insurance companies presents
unique problems, it is discussed in a separate section which follows.
The remainder of the present section concerns the 231 enterprises in liqui-.
dation other than banks and insurance companies. :

Description. of Enterprises in Liquidation

The 231 cnterprises have total assets of $66,864,000 as of June 30, 1944,
(See Table 15.) These concerns are engaged in a variety of fields of busi-
ness activity; the more important are engaged in wholesale trade and
investment holding. : - ‘

The problems of liquidation are simplified by the concentration of most
of the companies in two comparatively small areas. Of the 231 companies.
in liquidation, other than banks and insurance companies, 157 are located
in or near New York City while 35 are located in California.

. Procedure in Liquidation

Most of the enterprises ‘in liquidation other than banks and insurance
companies are being liquidated by members of the staff of the Alien Prop-
erty Custodian. In rare. instances the liquidation is being conducted by
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the old managements of the companies acting under the supervision: of
the Custodian. Five companies have been placed in bankruptcy and are

now under administration by trustees in bankruptcy. o
When businesses are to be liquidated by the Custodian they may be con-

such a character that their permanent continuation as going concerns was

" tinued in operation for a time while their inventory is being depleted .
_through over-the-counter sales. During this period the enterprises are

- operated as before liquidation began, except that their stock. of goods is ¢

not substantially replenished. In exceptional instances it was found dur- ..

. ing this period that enterprises could be profitably operated and were of

desirable. Liquidation was halted and the firms continued as going con-

" cerns, in due course to be sold as such.

. Yable 15.—VESTED ENTERPRISES IN LIQUIDATION (OTHER THAN BANKS AND |
 INSURANCE COMPANIES), DISTRIBUTED ACCORDING TO KIND OF

BUSINESS ACTIVITY

{In thousands of dollars]
. Total assets
MNumber of
i :
Xind of busiess activity . enterprises | x o of dates| As of Juns
of-vesting | 30, 1944
POUAL - eesemieeemensmamannmm s aneam e sn e s mm s ans 21| 7237 66,864
Munugacturlng: . - -
11 185 134
4 3,737 488
....................... 1] 84| 432
.............. R | ] 2810 27,318
i —— I Bl el I
Transportation ana related Services. .. covemveemermmnsrosorossrmean -20 3,049 2,862
e U SR 8] . 82370 32,188
Real estate .l nunnrn- 13, 1, ng 1, 1%
Patent and cOPYTIEht. . vemmavrmeercamrsoammmnnacrosmnssmcamnnes . .
Mlscienaneous FOANCE e wvammnsmanhna ey amcsnnann o : 7 200 o 187
Services: - : . . -
Rendered 107 profit. cceeveeerveumeecacanmsncncovsnnes S, 10 ggg ' ) :I’g .
Nonpraft.. . ————— : 13' : i o

Sales - over the counter ordinarily continue until inventories are so

depleted that it is no longer profitable to operate ‘the concerns. The

remainder of the assets are then sold, as a rule at public sale. The condixct:

of such sales has already been described (pp. 49-57).
Progress of Liquidqfion: Assets in f'h‘e United States

The: progress of liquidation to date is summarized in Table 16, which
presents a consolidated  comparative balance sheet of the 231 enter-
prises in liquidation, showing the changes from the dates of assumption
of control by the Custodian to June 30, 1944, :

1. Cast.—The increase in cash from $10,829,000 to $13,089,000 in the .

period from dates of assumption -of control to June 30, 1944, reflects the
liquidation of other items of property. The increase in cash would have
been larger but for the payment of $2,191,000 to the owners of the enter-
prises, including the Custodian, and the payment of smaller amounts- to
meet expenses and discharge liabilities.-

*

2. ReceivabLEs.—Under the circumstances the decline in receivablcs'.
of 18 percent, from $2,172,000 to $1,782,000, represents a substantial

decrease. The collection of all of the receivables of 231 companies would

322845 %
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_Fris:cnt r;a_a}rzxcon}plications even under ordinary circumstances; the col-
. ;:0‘152 n?s t}‘\f:I afgcw}ixbtlles %f vested er:It‘erpriscs'presénts additional peculiar
. hough the figures on Table 16 are net of reserv

ms. gures . es for bad
?}fgtgé}l; r:ch;}?‘g?tbzlft jhat 213 éarge progortxon of the $1,782,000 reflected on
I une 30 cannot be collected. Because of thei
ownership many of these enterprises ith who have bees
¢ i prises dealt with persons who h
interned or evacuated to relocati o dee
cua ion centers. ~ The collecti
from these persons ma impossi e
y often prove impossible. Mor
vested companies dealt with one a Freq el
e , nother. Frequently the deb
nies have not discharged their debts b e tmsolvent or their
A ecause thev are insolve i
asséts have been. vested in the C i ! e s veaten
‘ : ustodian. (If the Custodian .h
the assets of a company, claim i arising ot o yested
: of any, claims against thc company arising out of
actions prior to vesting arc not being paid . ng out of trans-
actions, prior o vesting not g paid pending clavification of the
> i y, cxcept to the extent that creditors are pr
: ept 1o the s ote
security rlghts. (Sec Ch. XTI, “Claims and Suits,” pp. 140-1 4F;.)t cted by

Table 16.—CONSOLIDATED COMPARATIVI :
E BALANCE SHEET
A gx'fNE'Iéfs’l)“iE\SS g}l: Idtglég?ggION (EXCEPT BANKS AND lNSUgAﬁEEVEgER
0, 1944, ASSUMPTION OF CONTROL AND AS OF JUNE

NoTE~ i ’ i e
oTE.~The intereompany necounts of affilinted enterprises are omitted in this consolidation
EIn thousands of dollars]

- . As of dates .
Balance sheet items of Bssump- | - | Net e
tion o changes | Junc3o
~eontrol . 1944
ASSETS )
Lccfgedhin the United States: ’
RSN e
{‘t‘ﬁc&l‘ ';nbles ....................................... lg: ?%2) +2 333 B
COIEBIY « o vnomemsmn s oeeoomm e s ommn e een e e nn I 7
INVOSTIONES - ot om oo oo oo L fger e {‘{st
Ipvestmerts.- 3,379 480 3 459
Intangibles_ . ... Lo —h .
Deferred charges o iy %
Claims and special deposits. .. 4, 4?9 ..gé
. N ~88-f 4,331
Total assets located In United St . \
%ocat.ed in allied and neutral countrles?}.c?::::: """"""""""" o Spge) - mEL
ocated in cnemy and enemy-occupied countrics.. 3; g((g - ggg 3; e
¢ —288. 512
Total psgets......... . : ‘ '
........................................ 72,321 -8, 487 66, 864
LIABILITIEY, AND NET WORTH
¥
Liaté!lties: )
wing to nationals of the United States '
Oyggsgt :&Snauonals of allicd, neutrnl, and cnemy-oecupied B9 168 B.7w
Owing to nalionais ol eneiny eommtriess 1T Thal Ziem e
Owing to Custodian (vcs&cs) Qnmc .................. - 3 ’:‘53 11{2% 3: i
Total labilities. ... ... .. 3 ,986 ' —
' BUCS e 5, -1,
Net ]x\\;orm: ' = ==
. 'Net worth of solvent enterprise
Deficits of insofvent cmcrp'?iwssj: S 43' 3::‘;3 .—'le' m 47
fells OfnSOINCE EMMEIPIISES +ovzrooecrecarems s eceses -8, -1, -5,77
Total net worthe ..oocweicrcinncienan ) 36, 355 3. 648 o
L WOT e ommmram st s -5 3
Total linbilities and net worth. ... _.... : 72,321 & 4:7 e
Net worth ecording 1o owner |~ = — ==
o worth e‘? solvent, enterprises distributed accorc\ting 1o owner-
ested in Custodian
Owned by others. ... ... (fg’ %gg ’f_gém bl
. —1,865 16.001

"1 Including $1,47
to Custodla§.$ 0,000 of additional rights In debts vested and $102,000 of fnterest sceruals, less $73.000 patd

“1including $1,002,000 of sdditional In ‘ 18220
! ! 002, teres
$1,492,00) in cash and securities paid to nggé?ag.et worth vested and /000 Incransa in book vehie, less

54 +

3. INVE&TOR%-—-The decline in inventories from $3,538,000 to $1,768,000 -
does not indicate fully the extent to-which inventory has been. disposed of
as of June 30. The prime objective of liquidation has been to make

‘machinery, matcrials, and other goods available for the war effort and for

civilian consumption. The inventory remaining for sale consists largely
of a smail number of expensive itemns carried on the books of the companies-
at what are probably excessive valuations. The market for many of these:
items is limited and, in some instances, almost: nonexistent. Approxi--

. mately half of the property remaining for sale at June'30 already has been.

offered at -public sale. Bids were unsatisfactory (often less than scrap-
value) ‘and the Custodian is now endeavoring to arrange private sales at.
‘more advantagcous prices or- to offer the property once more at public:

gale. Most of the property which has not yet been- offered for public sale’

is owned by enterprises recently vested. o
4. InvestMents.—The domestic investments consist generally of readily

marketable securities which can be disposed of at any time. The Custo-
dian has postponed disposal of interest-bearing investments until liquida-
tion is far advanced. Therefore, very little change has occurred in this’

bring a return in excess of book value. - V :
5. Fixep AsseTs.—The declinc in fixed assets from $1 ,950,000 to $700,000%,

_represents primarily sales of real estate. Real estate of enterprises in:
liquidation is sold on the same basis as real estate directly vested by the-

4 Custodian (see Ch. X, “Real and Personal. Property,”’ pp. 120-121.). On:

the basis of appraised values, fixed assets remaining for sale at June 30,
1944, cannot be expected to bring a return of much over $500,000.

6. InTANGIBLES.—Intangible ‘items consist almost entirely of trade~
marks and formulas, the value of which cannot be estimated. -
7. DEreRRED CHARGEs.—The deferred charges consist largely. of pre-
paid expenses, capitalized organization expenses, and similar items. A
few iterns carried as deferred charges, such as office supplies and postage
stamps; may be sold. - ‘ ) : !

8. CLAIMS AND SPECIAL Deposits.—Claims and-special deposits are the:
most difficult of all to-liquidate. They consist primarily of claims against:
vested banks and against other vested enterprises, principally ‘enter--
prises whose assets have been vested. The collection of these items must
await the liquidation of banks and the settlement of claims against vested.
property in such manner as may be permitted by future legislation. The-
other items involved are largely subject to dispute and can be settled only”

- by negotiation and comproimisc.

Progress of Liquidation: Assets Abroad , _
AsseTs LOCATED IN ALLIED AND NeutraL Counrtries.—These ‘assets,.
amounting to more than §7 million as of dates of assumption of control,
have been reduced by almoat $4 million as of June 30, 1944, The bulk:
of this reduction was accounted for by the sale of the properties of the
Central American Plantations Corporation, which yielded over $3.5 mil-

1942 to Fune 30, 1943, pp- 67-68.) Substantial amounts owing to vested
. enterprises by residents of allied and neutral countries are considered
doubtful of collection and accordingly the book value has been reduced by
the setting up. of reserves. The $3,121,000 remaining on June 30, 1944,
consist largely of receivables, most of which are of doubtful value.

322846 + s

item on the balance shcet. On liquidation the investments may well.

lion. (See thc Annual Report of the Office of Alien Property Custodian, March 11,

AsseTs LOCATED IN Enemy AND Enemy-Occupiep Countries.—Natur— -




* ally it has been irﬁpossible to li ‘ ' . '

0 Wquidate assets | : -
;;hnf: in value of $288,000 reflected on :ﬁ; g;g}?semy telmtory. The de-
etting up of reserves. merely represents the

v Th ‘
contingencics, € value of these assets depends upon many

The problems involved i i |
A In the reduction to cash of
! 2duc the as iqui
,tﬁ;gs E{?gpalnxeg naturally render it difficult to discharge t!}sft's Olf iy
(; ) Sl fu ty }xls actgentuated by other factors: cir labilites
A, owty-eight of the companies were take
. r taken und i
- t C : er th
“ Irlxz)rtcln tolgogag)}lxi . ;sit;fsggzixxzigsé”b ASI previously mentioned, fhccéits?tg:iaig:
) / ed debt clai i
C;(lé)XI{I, “C;lalms and Suter Y 138__r1n‘s;0a)gaunst vested assets. (See also
“orty-four of the companies in which ; : '
: ich interests wer, in
o2 _ : e ves
t. If assets in enemy and cnemy-occupied countries are t?e;iida;se vtlnlst,:}:

less another thj
1 irtcen of the companies § YA
insolvent. panies in which intcrests were vested are alsg

] r : ’ ’ < lllEIl pl()bl T
}i(:]l(:(i (h(:]( are ()llly [ I ; Compall cs W’llCh C]O notia [ Or oms
! 1 f CC abn
m dlschalglng thCII hablhtles- It 18 not Suranlng that total hab!l”
ICS,

originally amounting t BTH e
$2 million, S (© 2lmost 36 million, have declined only by less thay

| _Prosress of Liquidaﬁom Net Worth

The net worth of the companies 1 of cor
; i s at d i
reconciled to net worth at jupnc 30, 194;1,t Zss?gl?cs)s»‘j? Prion of control may be

Net worth at dates of assumption of contrel

Opczzténg pr%ﬁts ?n% lomeen Ofeontrol. ., $36, 355, 00p
: profits of 39 co i '
Less: losses of 157 corr:gaa:ifss:.'.... ::: jls%%ggg
. 3
Capxgldgains and-losses: 708, 000
: capital gains, .., ...,
Less: capi;al losses. . ... .. .. S +17’ %’05:;’ ggg
R T T I, i, )
Distributions to stockh 054,000
(including the Cust:di:rlg‘::rs and othcr ovmers
R_cga!lar dividends. ...,,.. . .. ’ .
Liguidating paymcnts ....... _7—533’333
——
. =2, 191,000
Total changes........... .. ..
A T —3,.548,
Net worth at June 30,1944, . .. i
............. Seeeeea.o... 32,807, 000

ProriTs AND Losses.—Althou h iqui
o ko » o5, gh many of the liquidating co i
Lor §y cﬁﬁ?ﬁ?&iﬁ evc(nj at gldredUCcd rate, certain‘of their cxpegxscs T&aen;c:c:sf
i eapued. onsiderable economies  have been achieved, but often it
for cmmle. ot ctany substantial reductions in expenses. One company, -
iorcxample, thise as_sectls are largelylpca'ted in Germany, rcceivcr::l ny’
e ammmtgd e %gi:"xo gsz the Custodian’s contro]. Its expcn;ses how(3
rcerued pmted to g;‘ 50,000. These expenses were almost e;xtircl
iy ot erest g yable on bonds issued by the company. There a ‘
2ny othe GAINE nies xlxj equally difficult positions, e
threarTAL G AND L0ssEs.—The capital gains result
rs~—tax.adjustments, profits on sale of fixed assets,
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primarily from
and the down-
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v .
ward adjustment of liabilities incurred prior to assumption of control by the
Custodian. Capital losses include the write-down of assets, especially

assets located in enemy-controlled territory, and the entering on the books

of liabilities incurred prior to assumption of control by the Custodian.

Distrisutions T0 OwNERs.—Despite the difficulties involved in liquida-
tion, several companies have progressed to the point of paying liquidating
dividends. These dividends aggregate $1,994,000. In addition, several »f
the more profitable enterprises paid regular dividends aggregating $197,00

Supervised Enterprises in Liquidation . - ’ S
Of minor importance are 23 enterprises which have not been vested but

are undergoing liquidation under the Custodian’s supervision.  The total
assets of these enterprises amount to less than $500,000 at June 30, 1944

The Office of Alien Property Custodian has found it to be in the national

interest to undertake the supervision of these companies, the owners.of
which are unable because of war conditions to provide adequate manage-
ment. Among the supervised enterprises in liquidation are also two -for-

.merly enemy-owned corporations which are insolvent and in which there is

no equity to vest; the purpose of supervision of these firms is merely to
exercise a degree of control over what is nominally enemy property.

Contributions to the War Effort by Firms in Liquidation .
.Among the assets of business enterprises now in liquidation the Alie
Property Custodian has discovered a variety of pieces of property which
have proved to be of direct assistance in the prosecution of the war. The
following are examples:’ » ,

(1) A scale model of the Fiat plant at Turin, Italy, was found.among the
records of the Fiat Societa Anormina and turned over to the United States
Army Intelligence Service. .It is understood that this model was used in

lans for bombing the plant, which manufactured airplanes for the Axis.

(2) Three large scale maps showing in minute detail the cities of Osaka,
Nagoya and Yokohama, Japan, were found among the property of Japan
Products Co., Inc., and turned over to the United States Army Intelligence

Service. . - : Co
{3) The files of the American branch of the huge Japanese firm of Mitsul

- & Co., Ltd,, contained a large number of books, maps, plans, specifications

of machinery, etc. This material has been searched by the proper author-
ities and has yielded valuable information. S

(4) The books and pampbhlets found in the stock of Gosha-do, a Japanese
book store, proved of great value to the war effort. Different items from
this collection have been used by the Office of War Information, the Army,
“the Navy and the Office of Strategic Services. - :

(5) Two Japancse typewriters were among the assets of the Pacific
Trading. Company. These typewriters were handed over to the United
States Army Intelligence Service and on the day following their receipt

they were flown to General MacArthur’s headquarters where, this Office is -

“informed, they have proved most useful.

LIQUIDATION OF BANKS AND INSURANCE COMPANIES

Vested business enterprises in liquidation include 22 banks and six in-

surance companies, Their total assets amounted to $83,264,000 as of dates
of assumption of control and now stand at $67,937,000. The liquidation of

these firms presents unique problems, A
The vested banks and insurance  companies were established in the

» &7

ol




United States by large enemy financial institutions engaged in operations - -

ggdaSixiﬁde}?fn:ci?.tg Of the banks, 16 were established by Japanese
: It ; € insurance companies, three were establi '
Japanese, two by Italians and on ; nd Tatian ioned by
lian: e by both Germ d Italian i
For the meet pabe +ou ' ' an and Italian interests,
ed banks and insurance co ies w
with such matters as the financin i de, particularly oecrned
matte g of foreign trade, particularl
Japan; marine insurance; the renderi ial ssistance (o Jaoa s
, ; ndering of financial assist
-owned enterprises in the United States: th i d selling o pomese:
es; the buying and selli f foreign -
exchange; and similar activities, Thes 2 S
{ sin : s. ¢y also transacted a ‘consi
amount of purely domestic business. The largest bank, the 'Ygig)?:rt:ll;

Specie Bank of New York, acted as fiscal agent of the Japaresec Government' )

in the United States,
Reasons for Liquidating Banks and Insurance Compﬁnies
The business of -thése compani rarely 3
' ,O° HISSC companies was rarely such that they could L
{)};‘gﬁgably. co‘natlr‘u.lcd In time of war, and nonc of them were -}(Its:scntitz:ili t)g
andcplfcl?c}”imll?s n}dwl_uch é}}cy'wgtrc located. Al of them had heen closed
al I liquidation before vesting. A portion of th k-of liqui
tion was performed under Treasur isi i e meriog fuida.
crfor Y supervision during the period i i
ately after Pear! Harbor. . Before P, : 2y of the commmes:
t ar! Ha . earl Harb ' ¢ i
_gad parts of their_assets withdrawn b orcign ovners oy ompanic
etween June and December of 1941, for example, the Japanese Govern.

* ment withdrew $27,000,000 which was held for it by thé Yokohama Specie

-individual enterprises.

Bank of New .York; this amount constituted nearly half of the assets of the

“-enterprise.

Division of Liguidating Functions Between State A
quidating Functions Between State iti
and the Custodian . Aufﬁonhes
The regulation of banks and insurance companies is an aeti;/)ity of state

- Bovernments, and it-was determined that the liquidation of such.enter- L

‘}:,ngg; stl;lc;t;}czli-rkge] ggc:)rgplisl}cd in accordance with the laws of the states in
: cated, as far as practicable. Many of th con
panies were being liquidated by state ‘authoriti - e e Com-
; ¢ being orities prior to the establish- -
ment of this Office. A few compani St bein Uby statc
_this.( . panies were not being liquidated b
authorities, ¢ither because of their | ion i S whose aetivicre
u i 1t aus ocation in states whose activities i
this sphere are more hm%thed foi' because of circumstances peculiar to Stllfc}
d al ‘he following table indi ' i
bility for liquidation now rests: 8 : lfldlgatcs where the responsi-

By whom liguidated . Number of ‘coriapank:

Stdte authorities: . .. B + Corpora-
New York.... . ranches i Total
""""""""""""""""""""" . 14 .9 18 '
3 1 4

1t Thig compnny,'th;) New York b ai "
whicl; & license is required by the Stal;zr:frhlsgwfhfo?g? k of !apan. did not engage in banking activitles for

by the foreign owners or -depositors, -

TvypEs or VESTING UseDd.—In order not to interfere with the liquidation
proceedings of the state authorities-and to give effect to preferences for
certain creditors "allowed by state laws, the Custodian refrained from
vesting the assets of the 17 branches being liquidated by state authorities.
Instead he vested the excess assets of these companies remaining after pay-
ment of creditors preferred under state laws.  The Custodian did vest the
assets-of the three branches which are now being liquidated by him just as
hé vests the assets of branches of business enterprises of most types. Simi-
larly the Custodian followed his usual policy by vesting the enemy-ovned

“stock in the eight corporations. All 28 of the enterprises, including those in
‘liquidation by state authorities, are unde

the Custodian’s supervision.

Progress of Liquidation® of Banks and Insurance Companies '
LiguipaTtion or AsseTs.— The financial condition of vested banks and
insurance companies is shown in Table 17, both as of dates of assumption
of contro! by the Custodian and as of June 30, 1944, It -will be seen from.
this table- that the domestic assets of the companics as of dates of assump-
tion of control consisted principally of cash, largely ‘as a result of liquida-
tion which took place prior to vesting. - Since vesting, noncash. assets in

-about $24,746,000, to less than $16,356,000. ' : !

Table 17.-~CONSOLIDATED COMPARATIVE BALANCE SHEETS OF VESTED
"BANKS AND INSURANCE ‘COMPANIES IN LIQUIDATION, AS OF DATES -

OF 'ASSUMPTION OF COMNTROL AND AS OF JUNE 30, 1944

Norxf-lntércempany acﬁcﬁun&s of affilisted enterprises have been omitted In this 'coi:sulidatioa'. .
{In thousands of dollars] ’

t Tess than $500.

" the United States have been reduced on the books of the companies from

N

g |

- ) : : Asofdatesof| - ot Tan
\ . Balance sheet items © - | assumption | Net change Agooll&x?e
\ . 1 .of control o
N ASSRTS R - . .. .
Located! in the United States: B
T e e e o e s e oo e 35,885 [~ ~7,078 28,812
Recchvables. .o voooaacmni v 13,485 —18% 13,303
JInvestments. 8,071 ~1,797 | 1,974
Fixed assets. ... . 142 —~27 115
Deferred charges.. ... 58). - ~i : 55
/C)aﬁms and special depos . 1,622 -8 | 1,818
"/ 'Total assets located In the United States. . _...._...o....... ; 60, 261 —185,088 45,175
Located in allied and neutral countries. ........... 4,508 —262 | 4, 246
ated In encmy and enemy-occupied cOUDLTIES . - - e mocvonnn. 18,485 | - +21 18,516
/ Total s8els. oo e A 83, 264 —18, 387 67,937
4 . ' LIABILITIES AND NET WORTII :
/" Lisbilitles: - ‘ E S
: Owed to residents of the United Btates.. .. .o oooocoviiiae. 10, 508 —~4,840 | 8, 168
Owed to residents of allicd, neatral and cnemy-vcecupled 3 .
COBIITIUS L c e ine v cvcm et rm e cvm e e mnmam e e 2,122 - 47 2,075 .
Owed to residents of eneiny countrdes. ..o _ooviviniin e 051 | +56 1,007 el
Total labilties. ....o oo enereann. S SOV 18,50 | —488 9,248
Net worth: . ) o x)
" Net worth of solvent enterprises.. ..o coaoool e ————— 49, €85 —10,894 58,601 - 2 |
Deflcits of insolvent enterprises. ... e an e emame—— M g —2
Total net worth. ... ... P e ennaens 66,085 | —10,988 58,0689 2
Total Habilitles and 16t WOTtN .o o _eoemmreemmeeneeeemannne 83,204 | 16,827 | 67,937
Net worth of solvent enterprises distributed according to.owner- - ) ’
sh{y shares: . : E -
ested In CuBtOdIALL. .o ver o aicacci e encunnen 69,218 - 10, 788 58, 430
Owned by others.....coooooc.. ealecseveasnonasmonanan Cemommn 467 - 208 261
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. AsofJune 30, 1044
Net dectine. ... e et ——————————————————— 2, 600, 000 1, 722,000 -4, 331, (00"
24.9 55.4 3.0

By far the most important assets in the United States which have not
been reduced to cash are receivablesin the amountof§13,303,000 and claims
of $1,616,000. The collection of the receivables and claims of both
branches and incorporated banks is a major problem. Many of them
- are alleged by debtors to be subject to counterclaims. These counter-
claims may be against the particular vested branches or corporations or
against the head offices or other units of the world-wide networks of finan-
cial institutions to which the vested companies belnnged. :

_Additional complications arise from the claims which vested banks have

against each other. These claims are not reflected on Table 17 inasmuch
as the intercompany accounts of affiliated enterpriscs are necessarily
omitted in the consolidation. They aggregate in excess of $15,000,000.

The status of these claims must be determined in accordance with the-

respective laws of the various states and territories. Only after liquidation
is substantially completed on a local basis can the Custodian work out a
uniform policy for the scttlement of these intercompany claims. '
There has been little change in foreign assets. The reduction to cash of
foreign assets located in allied and neutral countries has proved difficult
and the reduction to cash of assets in enemy and enemy-occupied territory
- has, of course, been impossible. , :
Repucrion.oF LiasiLrties.—Liabilities-have been reduced by $4,331,000.
Payment of the liabilities of 2 number of enterprises has been held up
pending the establishment of the validity of claims asserted against them

but not appearing on their books as liabilities. Hundreds of creditors have -

filed claims against branches which arose out of transactions, not with the
vested branches, but with their head offices or with branches in other
countries. As'a result, claims filed against certain branches are far in
excess of their assets. Claims which are not obligations of specific vested

branches have been rejected by state authorities, but a number of claimants

have instituted legal proceedings to secure review of these decisions.

There-are other difficulties in the reduction of liabilities. For example,
a branch bank located in the State of Washington cannot pay claims
because its assets are vested in the Custodian.

- Owing to such additional complications in the liquidation of branch’

banks, reduction in liabilities has proceeded less rapidly for branches than
for corporations. The liability accounts of vested-banking and insurance
. companies are divided below between corporations and branches:

Total linbilities - Branches Corporations Total

As of dates of assumptién of control.. $10, 472, 000 $3, 107,000  $13, 579, 000
' 7,863,000 1, 385, 000 8, 248, 000

Pereent of declinoo.... .. e tm ey )

Thus, the liabilities of branches were reduced by 25 percent and those of
corporations by 55 percent, The decline -in' the liabilities of branches is
largely the result of the payment of creditors’ claims by the Yokohama
_ Specie Bank of Hawali. T

DecLiNe 1N NET WorTH.—Since assumption of control by the Custo-
dian the net worth of these companies has declined by $10,996,000 from
$69,685,000 to $58,689,000. Before analyzing this decline it is necessary
to explain the concept of net worth used in these statistics. The net worth

_of a corporation is, of course, the equity of the stockholders, that is, the

sum of capital stock and surplus. The most realistic concept of the net

worth of branches is the total amount owed to head offices or -to other -~

- branches of the same parent concern. This is essentially the interest which

th= Custodian will receive after the liquidation of the companies. Some
of the branches have formal capital accounts; most of them simply- have
home office ac¢counts to' which they charge not only balances due toor
from the home office but also profits and losses. .Many of them have, in
addition, special accounts payable to the home offices. Others owe m(;lney
tobranches located in en=my and e’nemy-occupu?d territory and throughout
the world. -All such accounts are here included in net worth. =~

The net worth of the vested banks and insurance companics at dates of
assumption of control, thus definéd, may be reconciled to net worth as of _

ine 30, 1944, as follows: E
e : $69, 685,000 .

" Net worth at dates.of assux:qption ofcontrol. ..o.vvenns EERRERRR
L B 1 companics. .+« eeene - 747,000
Less: Losses of 13 compani€s. .. ...oresenes — 689, 000
. Net change...... e -+ 458,000
Distributions to stockholders and 9tl1cr owners .
(lrii::l ri?iq%‘i;ds;(:?r:gng;ymcmé_in cash........ —8,‘783, 000
L onci mrarke bl stocks, S g, 271,000
Total distributions......... ERRRRRREEE — 71, 054,000 . ’
"_I'otailchangc in nct\;vorth..‘.;.' .............. cove.n —10,996, 000
. Net worth at Juné 30, 1944........ovveent e SOOI 58, 689, 000

It will be noted from the above figures that gains and-losses of the com-
panies approximately cancelled out and that payments made toh owner:i;&
are the primary factor in the decline in net worth on the books of the vested:

banks and insurance companies.
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Ten Vested Enterprises

Ch'};e?evestgd hentérprisgs c)ontrqllec% by the Custodian arc"desvcribed in this
, imegcstrsa\z:est dc Custofdlan 55 action in cach is briefly traced. The controlling
ted vary from 54 to 100 percent. Seven of the - i
enterprises in which German nati ' (a controlling interests.
onals formerly held ing interes
eplerprises in whic i y held controlling interests.
g , re¢ manufacturing corporations, one i i
sale trade, and one is an inves Bt e e e
¢ estment holding company, Th f the
enterprises are concerns in liquidation i ic s el
» ) , lon in which Ja ¢ nationa
enterpuiscs aic concex panese nationals formerl
ling interests.  All three were branches of 1 X
‘ lling int ‘ arge firms engaged in
trading or in banking. Eight of the ten companies were selected E‘O%n tlic

largest enterprises vested, and the remaining two, Carl Zeiss, Inc., and’ i
£l )

Yamanaka dnd Company, Inc ielect i ‘
e ge}; chl’ pul;i i\g"e‘re selected becausc their names are widely

The descriptions of the enterprises include balance sheets and other finan

;:;;131 Sjﬁpggiggagiolytfcsigncd;o show the principal-financial relations of
e comp: ‘ e Custodian a indi i i i
B ating. nd to indicate briefly thelr’ﬁnanmal
pgalil:s iréﬁtéirlizs: are described in the following order: First are seven com
ued as going concerns under the Custodian’ )
panies confinued o5 ¢ 1 ustodian’s control, namely
. poration, American Potash & Chemi ation,
General Aniline & Film G : N emical Corporation
y ; m Corporation, General D ion,
General Anl & ¢ ) eral Dyestuff Corporation
; g poration, Hugo Stinnes Corporation i ’
po nnes and Carl Zeiss, In
5%3(;\?1?;1 fgles }tl}ln Sc; Og,;ri‘olggg (})1{ cr}.‘teéipnies inliquidation, ,namely, three bx'z;nt{hgé
isha, Ltd., three corporate subsidiaries of Y ’
» ' ama
. and Company, Ltd., and four branches of Yokohama Specie Bank I_Jtr::1ak~a
. ) s

AMERICAN BOSCH CORPORATION

MNature of Business

miﬁg}(ﬁﬁ;’i&;ﬁnﬁgrican ;30§ch (gorporation, a New York corporatibn
manu S ive.and aircraft engine accessories and i
injection equipment for Diesel engines. The busi e s
o D0 by » gines. ¢ business was founded under
agents of Robert Bosch A. G. of Stuttgar
! : | .G 't, Ger-
gfsrg Ivg;::é '\(/}\’cc)n IQI C}f\’arbl the 4‘1\11(:11 Property Custodian sgeize:cl tchrc
Mag . and subsequently sold it to a grou ons w
or%argzed as the American Bosch Magncto Corporagon.p of persons who
i c;{ Oegzrl?cl)asgsi }.:\M(iénfzft Gérmalny i?\] 192‘)1{ organized a new subsidiary,
) o Co., Inc. New York, to sell i i
United States and Canada i ’ petiti e e I i
i a in competition wi ; i
w}gch manufactured similar producti. tth the A@erlcan company
o Y(éztrzgtsfol\fsr mtghts éo patentshand to the use of the name Bosch gave rise
. itigation between the rival companies. All ie
tween the two companies were set i 5 and e e o
tled in 1929 and 1930. Th ical
: ¢ . e Amer

company tgok over the assets and business of the Robert Bosch subsidila?x:aﬁ
2
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ifi addition, the American company and the Robert Bosch company of
Germany entered into a number of agreements, including 20-year patent,
trade-mark and selling agency agreements. At that {ime the American
-company’s name was changed to United American Bosch Corporation.

In exchange for the assets and business of its subsidiary, Robert Bosch

" A. G. received 69,600 newly issued shares of common stock and-warrants

- to purchase 50,000 more shares from United American Bosch Magneto

Corporation. Even _earlier, while the .controversies between the. .two

companies were going on in the 1920’s, Robert Bosch A. G. had been buying .

_ ‘up shares of the. American company in the open market and its holdings

exceeded 50 percent even before it received the 69,600 additional shares.
Late in 1934 Robert Bosch A. G. sold, or purported to sell, its controlling
_ stock in.the American company 10 2 Dutch banking firm;.Mendelssohn &
Co.; Amsterdam. In 1937 and 1938 the American company underwent 2 .
substantial .change in its management. Officers and directors who were
taken over from the former Robert Bosch subsidiary in 1930 were dropped
from the management, and the word “United” was dropped from the
company’s name, which became American Bosch Corporation. .
In-August 1939, the Mendelssohn firm failed. The controlling stock of
the-American company was in the physical possession of several New York
City banks as collateral for loans to the Dutch firm. In May 1940, the
Dutch liquidators sold, or purported to sell, this stock to Swedish banking
interests. Shortly thereafter this stock ‘was deposited in-a voting trust in
New York City by the Swedish intercsts. ) . o
Propucts.— Principal products at the time of vesting were airplane mag-
netos and fuel injection equipment for Diesel engines. The company also
made windshields wipers and other automotive cquipment and was develop~
ing gasoline injection devices to replace carburetors in airplane engines.
PranTs.—Main plants were located at Springfield, Mass., and Providence,
R. 1. Branch offices were located in five other cities, - BRI

Action by the Custodian N . -

On May 19, 1942, the Custodian vested 535,000 of the 692,644 shares of -
common stock outstanding, or 77 percent. At the time of vesting the
shares were on deposit with a New York bank as agent under the voting

trust which was established in December 1940 for the continuance of the -

emergency. Under this arrangement voting power was held by an official

of. the American Bosch Corporation, who was an American’ citizen.
Through this trust the shares were owned of record by the Swedish interests
previously mentioned. The Custodian vested these shares as “the property

. of Nationals of a Foreign Country designated in Executive Order No.
8389, as amended, as defined therein,” because after investigation he had
concluded that Germans held controlling interests in the capital stock.

All right, title and' interest of Robert Bosch A. G. in its contracts with
American Bosch Corporation was vested in the Cugstodian on October 12, -
1942. These contracts dealt with the two firms’ selling and manufacturing
activities and their use of certain patents. At the time of vesting the
contracts had already been voluntarily suspended by the parties for the
duration of the war, and the Antitrust Division of the Department of Justice
was_engaged in negotiations with the American company regarding possi-
ble permanent cancellation of the contracts by a consent decree. After

. the vesting the Custodian participated in such . negotiations, and a court
decree permanently cancelling the contracts was entered, with the Cus-
wdian’s consent, in December 1942, At the request of the Treasury
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Department, in March 1942, befove vesting of the company by the Alien -
Property Custodian, 23 pérsons employed by the company were dismissed. -
Most of those dismissed were supervisors, including one vice-president, and
all were American citizens of German origin. In July 1942, the Custodian
nominated two members of his staff to be directors of the corporation. One
member of the Custodian’s staff represents him on the board of dlrectors
as of July 1, 1944, -
The Custodian has granted to American Bosch 343 royalty-free non- -
excluswe licenses under patentsnow vested in the Custodian. The Custo-
gxar; s patent licensing policy is described in Ch VIII “Pateuts,” pages :
7-101. .

" AMERICAN BOSCH CORPORATION, COMPARATIVE BALANCE SHEETS v
MAY-19, 1942, AND JUNE 30, 1944

May 19,1042 2 iJune 30, 19443

ASSETS 4 -

Located in the United States: ) ’
Cash 3 $2, 514, 339 $9, 712, 250
Recoivables. 1,907,193 § - 4,521,512
Inventory.. 2, 860, 996 4, 698, 032

invesiments [ [RESRRR) R — L
Fixad 488658 oo e e e mmam © 2,511,316
Intangibles.. R 1
Deferred charges 531, 965

Claims and deposit 13,178

10, 528, 988

) Topal assets in the United States.
Located in allied and neutral countries ¢
* Located inx encniy snd enemy-occupicd ¢o

T0tal BSSCES . - vn o ececeoeaee e aneemneenana SO e reeeens 10, 528, 088 23, 895, 951
'LIABILITIES AND NET WORTH, '
Liabilities: . . .
Owing to residents of the LA SEOLOS. e o e mee i e 4,265,070 1 14,222,624

Owing to residents ol allied, neuntral and enemy-occupled countnes J
Owing to residents of NeMY COUNLIIES o moeile e e e cemnan
Owing to Custodian (vested) ..o ovurnn. O

14,222,624

TOtAl HABAIEIES. . oeveeee e e e e e e wm mm e e 4, 265, 979
Net worth?.....oooien. O . §, 263,009 9,673,347
. Total linbilities and net worth_... 10, 528, 858 23, 895, 051
Book value of shares vested in Custodian. ; . 4,837, 48 7,471,678
Book value of Shores 1ot vested. ..o .e oo sk aans 1,425,461 2, 201, 648

! These balance sheets are prepared on the basis of financial data supplied by the company. 'I‘hey are not
the official balance sheets'of the compauy.

3. Date of vesting. Does not include any provision for renegotiation refund.

3 After giving effect to an estimated refund as the result of renegotiation under the Wur Profits Control
Act, computed on the same general basis as was used in determining the 1943 refund. Thers is no assurance
that the amount provided will be the actual amount to be refunded,

¢ Reccivables and claims are classified according to loeation of debtors; deposits according to lovation of
depositories; and securities according to location “of issuers,

¢ Including United States tax notes, and special funds: Employees' Withholding Tax and War Savings
Bond Pay-Roll Deduetions,

&There were assets ** Located in allied and neutral countries” and labilities “Owing to residents of allmd,
neutral and eneniy-occupied countries” (principally Capada) but the amounts were not_readily available
and were, in any event, not significant.

? Contmgent liabilitics of an undetermined smount existed at the above balance sheet dates for aviation
magneto service replacement parts and Federal taxeson inceme. Reserves, ineluded in Net Worth, have been
ggvxded for these and other possible cousmgont liabilities in the amount of $265,000 a8 of May 19 1942, and

9,064 as of .)'une 30, 1644, )

War Effort
The company’s principal contributlon to the war effort is the manufac-
ture of airplane magnetos, fuel injectors for Diesel engines, and the newly
“developed gasoline injectors for certain types of airplane motors. It also -
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* $21,870,175 greater than the 1942 sales. of $27,322,163.

i

makes starting vibrators for aircraft engines, wmdshleld wipers for small:
naval craft and for combat military transport vehicles, and other auto--

motive accessories for' war use.

War plants are opcrated at ‘Chicopee, Mass., and Providence, R I
in addition to . the main plant at Springfield, Mass. Largely as a
result of the company’s expandmg war production, net sales, after reduc~

.* tion by way of renegotiation, increased 80 percent between 1942 and 1943.
The Army-Navy “E” was awarded to the Chicopee and Sprmgﬁeld Plants

in June 1944.

Financial Information

American Bosch Corporatlon s assets mcreased by 313 3606, 963 or 127
percent, during the 25 months between vestmg and junc 30, 1944, Net
sales, after reduction by way of renegotiation, in 1943 were 349 192,338, or
Provision for.
Federal taxes on income (net) was $4,399,069 in- 1943 and $3,213,135 in
1942, . The company’s earned surplus was increased -$3,756; 640 before
dividends, during the 25-month period between vesting and june 30,1944,
After dividends of $346,322 paid during the period May 19, 1942, to June
30, 1944, net worth increased by $3,410,318, or 54 percent. The 77 per-.
cent share of the d1v1dends paid to the Custodxan amounted to $267, 500

AMERICAN POTASH & CHEMICAL CORPORATION

Nature of ‘the Business S -

The Américan Potash & Chemlcal Corporatlon was mcorporated under
Delaware law in 1926 to acquire the potash producing propertles of the
American Trona Corporation and its subsidiaries.

The-company is one of five concerns exploiting potash deposits in the

United States. At its Trona, Calif., plant the company produces muriate’

of potash (agricultural grade), refined potassium - chloride, sulphate of

potash, borax, dehydrated borax,. boric acid, soda ash,-salt cake and de- -

siccated sodium $ulphate, bromine, bromides and lithium. These products

‘are used in the manufacture of a variety of military- explosives, armor plate,

ordnance articles, and instrument glass used in bomb-sights and gunnery-
fire-control devices. The output is also vital to the refining of magnesium,
tungsten, aluminum, vanadium and molybdenum. Agricultural potash’
produced at Trora is a necessary ingredient of fertilizer. .Two small- do-

mestic subsidiaries are.the Trona Railway Co., and the Three Elephant.

Borax Corporation. There is a small subsxdxary in Great Britain.

Action by the Custodian

The Custodian vested 479,726, or 91 percent, of the 528 390 outstandmg
common shares of capital stock on October 20, 1942, together with an op-
tion to buy 5,000 additional of the outstandmg shares. Most of the vested

stock had been recorded in the names of English-and Dutch companies,.
but all had been actually and secretly held for the benefit of two Germanr

firms, Salzdetfurth A, G. and Wintershall A. G.
The concealment of the true ownership was so successful that the man-

<

fagers of American Potash & Chemical Corporation apparently had not.
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knewn that German concerns were the beneficial owners of the 'cdfnpz{ﬁy:: .
When the deception was discovered the ‘Custodian vested the ‘stock held '

for the German interests in accordance with his general ‘policy-of vesting
enemy interest in American businesses. , o

A’ claim asserting a security lien against “approximately 465,000 of the
shares of American Potash & Chemical Corporation vested in the Custo-
dian -has been made for a Dutch syndicate and recorded by the Custodian

as claim 1137. The claim asserts that'the lien originated when debts to -

the syndicate were incurred for loans made by the syndicate and for interest,
commission and profits- payable to the syndicate in connection with its
transactions in regard to the “approximately 465,000°° shares. a

The Alien Property Custodian announced-that the vesting of the foreign-
held shares implied no criticism of the-directors and officers then in control .

.of the corporation. The Custodian appointed additional directors to the
- board: of the Corporation in July 1943. o ‘ C

. An indictment charging violations of the antitrust law was returned by'a
Federal grand jury in San Francisco on Scptember 14, 1944, against the

American Potash & Chemical Corporation, its president and three other

of its officers, and its subsidiary, Three Elephant Borax Corporation. The
indictment alleged that the above meritioned and five other companiés
and seven other individuals have acquired control of virtually the entire

world supply of crude borates, borax and boric acid and have agreed’
among themselves to maintain prices and to abide by various restrictions

_ on sales, .

A civil suit to enjoin the continuance of the -alleged violations and to

obtain’affirmative relief to correct the conditions produced by the unlaw-
ful-acts was filed against the same parties in the Federal District Court in
San Francisco on September 14, 1944, The Custodian' cooperated with
the Department of Justice in the investigation. He also instructed the
board of directors to take vigorous measures toward the termination of any
unlawful practices in the borax industry, - i .

War Effort

An estimated 85 percent of the company’s total production. went into
‘warand essential civilian uses in1942. The company was the first American
producer of sulphate of potash, all of which had been imported from Ger-
many prior to 1939, The Army-Navy “E” was awarded to the American-
Potash & Chemical Corporation in June 1943, Since then two stars for
continuing excellence of production have been -awarded. The company’
attained the highest production rate in its history during the 12 months
ending June 1944, . : ’

Financial Information

American Potash & Chemical Corporation’s assets decreased-by $4,072,-
020 during the 20 months between vesting and - June 30, 1944, This de-
crease reflected the writing off of $4,115,192 from the. value of mineral
deposits now carried at §1. Net sales in 1943 were $9,152,558, an‘increase’

of $898,902, or 11 percent, over the 1942 sales of $8,253,657. Provision .

for income taxes was $472,671 in 19427and $25,000 in -1943,no excess
profits -taxes being expected. During the- 20 months between vesting and
June 30, 1943, the company made profits of $2,521,157. - After dividends
of .$1,585,170 the net worth declined, reflecting the mentioned write-off,
by $4,224,204, or 21 percent, during the 20 months. The 91 percent share
of the dividends paid to the Custodian amounted to $1,439,178. )
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“AMERICAN - POTASH & CHEMICAL CORPORATION AND DOMESTIC SUB-

OLIDATED ATIVE BALANCE SHEETS,*” .
 SIDIARIES, CONSOLIDATED COMPARATIVE BALANCE SHEEIS, © /'~ © % -
: " T OCTOBER 31; 1942, ANDJUNE 30,1944 " ©~ " % -~

' Oct. 31,1942 1

Tusié 30,1041

Lo . ASSETS ) : }
| “Locaged in the United Saes: 82, 542,200.48 | '$1,740,425:55°
B e P OO P06 647.08 | - 624,860.98 - .
ety 1, 538, 130..70 1,662,843/23
T estments '603.71|.  1,387,990.78
e cots . 11,875,606: 38
Fixed assets.. 8 ) %75

Intangibles. .l .:
Deferred charges...
Claims and deposits

Togal assets in the United States
Located in sllied and neutral countries

- Located in enemy and eNemm Y-0CeuDIed COUDNETIBS.  cuurmmovmrnsmnrenoswemmem oo 27

Lt

S07.76 | 17,560,427.297
21’%?5’983. - 650, 143, 68

]

2%, 281, 591. 16

TOLB] BSSOLS . < v e mmmmman Smmsmo s oG

LIABILITIES AND. NET WORTH
Liabilities: . . ) .
i o residents of the United StOLS ..o ceaeorvnningammeniszlons
8?1:?1% Eo residents of allied, ncutral and cnemy-cccupied coun

1,705, 372. 27

Owing to residents of encmy countrics

Total liabilitics_..

Owing to Custodian (vcs;ed)‘.._.._._......~..

| 20, 576, 218.89

. 1,705,372.27 |

1,857, 556.45 -
16, 352, 014. 52

‘Net worth

worth

122,281,591 16 | 18, 209, 570. 97

Total ligbilities and net

ook value of shaes vested in Custodian
‘Book value of shares not vested...oooneen wnerzenengennss O :

11 s e8Le7 |

. 237.82 | 14,846,859. 17 .
1 55 ‘ 1;505, 155.35 |

t These balance sheets are prepa
not the officie] balance sheets of the company. - -
1 Eleven days after vesting. .

% Receivables end claims are slassified according to location of debtors; dep

depositories;.snd securities according to location of issuers.

 GENERAL ANILINE & FILM CORPORATION

Nature of the Business ,

- General Aniline & Film Corpdraﬁon, formerly American 1. G. Chemical .

Corporation, was incorporated in Delaware in 1929.

A . R . . . B - rrhe
inci idiaries were imerged with the parent company.. 21&
three principal subsid \ nerg O nergers.
Propucts.— Lhe Corporation’s principal products at the time ofﬁy'e‘stm_gl
were coal tar dyés,-chemicals,‘,cameras, films and p,tbc;r photograpl 1csup;~
’ ' for the manifold reproduction’o

present corporate name was adopted in the course,

lies, and apparatus and sensitized paper :
gharts and manuscripts by a dry and therefore har

'—The main plants are at Rensselaer and Bmgh.amton,_ LY,
anil.lg:assSelli, N T \Ehile additional plants are located in three other”

cities. “The company’s dyestufls’ are sold by an

General Dyestufl Corporation, an\pnfer?mhsg“\{este\d

described on pages 70-73. : ‘

- SupstDIARIES.—At the date of vesting, one of the

red on tﬁef&éis of ﬁnsfﬁ_(iial data supplied by tbe, qom‘p‘gny‘. ’I‘“ney afe’

R . . Ly
osits according to location of
i

s I
Lt P

In 1939 and 1940 its

dy process.

exclusive -sales agent, ...
in_the Custodian a d.

wholly’ owned subsid-

iaries of General Aniline & Film Corporation'was Agfa Raw Film Corpor-- " -

i rm whi : 2 iefly i ing General Aniline
ion, Calif., a. firm which was engaged chiefly in selling Gen sniiline
%:l%?irr? EEllorpir_atiori’s Agfa Ansco film:to the movie industry. - This sub:

merge

d ‘with thé assets of -~

sidiary ‘has since been dissolvéd and its ‘assets

ion’s only foreign

the parent company.

Gex;eral"Aniline'f& Film Corporat

subsidiary was Agfa Ansco, Ltd., now Ansco of Canada, Ltd., which-handles -
(llla;;diar}: sales of .Gener,al Aniline & Fxlm VCorpogat)s)és §1éof§grap'hl.c |
. : Jecly .

da, Ltd., which-handles* ‘
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products. General Aniline & Film Corporation holds 50 percent of the 3
. common stock of Winthrop ‘Chemical Co., but has power to elect only one 2
-~ of the three directors. Winthrop Chemical Co.is a pharmaceutical man-- - %
- ufacturer known among other things for its relation to the production of -

- _ Atabrine. (See p. 101.)

“Action by the Custodian , .
Ninety-eight percent of the outstanding voting stock of General Aniline g
& Film Corporation was vested in the Alien Property Custodian as of June . 3
.30, 1944, This vested stock included 477,389.33 shares, or 90 percent, of
" the 527,669.32 outstanding shares of Common A stock and all of the @
' 2,050,000 outstanding shares of Common B stock. Most of the vested

stock was taken over by the Custodian.on April 24, 1942, from the Treasury
Department, which had. vested it in February 1942, prior to the establish-
tment of the Office of Alien Property Custodian. The remainder of the
stock now held by the Custodian was vested by him at later dates.”

" Most of the vested stock had been held. in the name of or by nominees
of Internationale Gesellschaft fiir Chemische Unternehmungen A. G., of
Switzerland. This firm, which is usually called 1. G. Chemie, is controlled
by 1. G. Farbenindustrie, the German chemical trust. Genéral Aniline &

¥ilm Corporation was, therefore, contvolled indirectly but completely by

the German chemical interests. I. G. Farben determined what General
Aniline & Film Corporation was to manufacture.and to sell, and held the.
key to its operation ‘and progress.. Research was done by the’ German

parent. Some vital research information was explained only orally to

trusted employees during their visits to Germany and was not written in
company records or communicated to the operating-staff.. :

Upon assumption of control by the Government, sweeping ‘changes of

technical and management personnel were made. Men with German
sympathies or close connections with L. G. Farben interests were removed

from office at the direction of the Secretary of the Treasury in January and

March 1942. Others were removed later at the direction of the Custodian.
About one hundred men were displaced,” including directors and other
corporate officers, department heads, enginéers, scientists and key operators.
A new board of directors, elected by the Secretary of the Treasury on
March 16, 1942, secured a stafl to replace the key men who were removed

from office. The new management started the conversion of the company’s - ;

facilities to war production and established 2. Research Division with a

central laboratory at Easton, Pa. ‘The laboratory employs a staff which -

includes 60 research workers holding Ph. D. degrees. Many of these men

were recruited from research posts in.other companies. The Research
Division has been primarily engaged in the examination-and development

for war purposes of patents obtained in 1940 from I. G. Farben. As the - :

successful progress.of the war makes it possible, the Research Division
will turn to the development of the company’s patents for its post-war

manufacturing program and fo research on new inventions. The Research -

Division should thus keep the company frée from dependence upon

Gerinan research. .
The Custodian caused the Corporation to enlarge its board of directors

to 15 during the year 1943 and clected 15 directors, one of whom had

served on the.board of four directors previously appointed by the Secretary
of the Treasury. The directors werc all men of wide experience in business
" or public life. None was on the stafl of the Office of Alien Property

Custodian.
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. “Company Policy

T e 2 Y Y v L i A
"

g g B

A T}E}c (,liuflstocali?n .veste;i' all right, title and int.er,cst of I. G. Farbenindustrie
- G. various patent contracts. between I. G '
Aniline & Film Corporation. , - ©. Farben agd Gegeral

The company-and certain individuals who were its officials and directors

before vesting are under -indictment in four cases charging violation of

antitrust laws. The present management is not involved in any of these

“indictments.

- The Corporation has submitted a claim for $12,193,190.98 to the Custo.d;" :

ian under unusual circumstances. The claim states that General Aniline
- A -

T . " h
& Film Corporation lost that amount as a direct result of the vesting of its’

shares held by I. G. Chemie of Switzerland. General Aniline & Film

Corporation, in turn, owns stock of I. G, Chemi A
( _ ;. ! . G. Chemie. The value of thi R
is stated to be depreciated by $12,193,190.98 by the reductiofx ?n'tﬁles :;::tl; .

of I. G. Chemie which resulted from the Custodian’s vesting of the shares

" in ‘General Aniline. & Film Corporation held by I. G. Chemie. The

claim has been recorded by this Office as No. 501,
War Effort o o L

Manufacture, of dyes for ci\?ilian consumption was drastically reduced -

and all manufacture of cameras was stoppe i
for thj:“ production of war materials. "P 'I%hcia tgaﬁfirem:)tf t?lfeuii\?fz?c }Elants
materials. from the camera plant has been several times the vI:xl N f “he
normal pre-war output of cameras. : ‘ He. o the
Utilizing ‘patents previously obtained from I. G. Farben Industrie,  th
;:Six;pg;ly;n Ellailtsaf;zveecllogcd pr;)du(c)ts in twg fields important to the man’ufac?
‘ y equipment. One is the preparation. ‘resi
which are substitutes for mica, a critical Ir)na?erizltfonTgf: ﬁ?:%glgoilerefln?
these resins has greatly facilitated the manufacture of a new and igxpo?tar?t

type of electrical military equipment. The second field is the manufac-

ture of iron earbony! powder which is used in cores for military radio devices,

- The iron carbonyl plant was.doubled in i
] - capacity to meet war nee A
company also designed a stand-by iron carbonyl plant fo\:. tll;zlal CAbféiy E{?ﬁ :

has trained Army officers to operate the plant. - - :

The Army-Navy “E” was awarded in 1944 to the Ansco Division, the

_ Oczalid Products Division, the Grasselli Plant of the General Aniline Works

and the Anthraquinone De '

inor partment at the Rensselear Plant. -
?f the Resea.rc‘h Division shared the four “E’ awards made to ?ﬁ;pr;og;gs
acturing units. All parts of the company’s operations that are eligible to -

-be considered for “E* awards have now earned the “E.” 1In addition, the
h ?

Ansco Division, ; ]
rwaded l;;f;g'n, th@ Ozalid D1.v1310n and the Grasselli Plant'have been "

Financial Information

General Aniline & Film Cor ion i o rise in
_ : m Corporation is by far the largest enterprise i
x};;zlﬁ ;ieurgtész)dlgn h}zlls‘v«‘:_sted interests. Principal fggnansgfrg}ifr?gg;'
\ e - . K M
arIe b following.mlng‘t e.27 montb'sT since the Custodian.assumed control
ts assets have increased by $9,186,100, or 13 i
ts ne ,186,100, percent.  Cash i
government securities and tax notes) decreased only Slightlf’ d%?;il:adltr}llg
retirement of 3_6,000,000 ot: debentures and $1,000,000 of bank loans. The
company continues to maintain a sizable cash balance for operatinlg ur-
poses and for payment of taxes. A considerajemipgr 5 in. worllzing
2258
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capital occurred, reflected principally in the $4,383,647 increase in'inven-

tory. Total liabilities did not change materially as the retircment of -

$7,000,000 in debt was offset by other factors, chiefly an increase in provision
for federal taxes. Provision for income and excess profits taxes amounted
to $9,003,562 in 1943 compared to $5,434,533 in 1942, Net sales-in'1943

were $58,807,790, an increase of $15,567,075, or 36 percent, over the 1942 .

sales of $43,240,715. Profits after taxes were $8,555,274 in the 27 months

preceding June 30, 1944, As a result of these profits and a net capital ad- -

Justment of $126,019 total net worth increased by $8,681,293, or 22 percent.
No dividends were paid during this period.

" GENERAL ANILINE & FILM CORPORATION AND DOMESTIC SUBSIDIARIES,
~ CONSOLIDATED COMPARATIVE BALANCE SHEETS,! :
MARCH .31, 1942, AND JUNE 30, 1944

Mar., 31, 16427 | Junec 30, 1944

. ASSETS?

Reccivables 7, (130. 38 G, 303, 667, 42
Inventory. 16, 393, 038. 92 20, 770, 085. 96
Investmen B,251,488.20 | | 11, G(M, 345.96
Fixed asseis. o1 20,561, 635. 19 20, 334,735.84
. Intangibles ... .- . 1.00 L0
- Deferred charges._.. . .- 1,031, 611.83 1, 535, 828. 25
Clairos and deposits. .« owvnocvmeoevai i e v maamann - 542, 638. 80 764, 666. 30
Total assets in the United States, ..o ool 60, 719, 480,09 | 70, 154. 136. 81
Located in allicd and neutral COUNLIICS. - vownain-. 433, 846, 31 178, 440, 25
T.ocated in ¢nemy and ¢nemy-occupied countries 5., 7, 507, 288. 48 7,004,034. 77
Total B85CES v ivecseeiencrarracceacmnnns .-..] B8, 750,614.88 77,036, 614.83 -
- o LIABILITIES AND NET WORTH
Liabilities: . =
Owing to residents of the United States .. ooocmoineaiooiuoana.. 28, 040, 882: 56 28, 382, 657. 68
Owing to residents of allied, neutral and enemy-occupied countries... 460, 300. 75 448, 215. 06
Owing to residents of eneiny countries. . 57, 500. 83 8 212,716. 24

~Owing to Custodian (vested)

Tota) Habilities__ . 28,558,582 14 | 20,003, 588. 96

Net worth... . ... 40,101,732.74 | 48,73, 025.87
© Totsl ligbilitics 80A net Worth. .y e cvn e e e 68, 750,614.88 77,936,614.83
Book value of shares vested in Custodian .. _....oooooono... s 36,369, 890.18 | 7 45, 519,009 4¢
8,821,842.56 | 3,353,926.43

Book value of shares not vested_..,.“,‘...._7.........' ..................

! These balance sheets were prepared on the basis of financial data supplied by the company. They are
not the official balance sheets of the company. .

$ Twenty-four days before vesting. ‘. R . .

¥ Receivables and claims are classified according to location of debtors; deposits aceording to location
of depusitories; and scecurities according to logation of issuers. .

4 Including government securities and tax notes.

§ An investment in the cormmon stock of I. G. Cheinie i3 carried at a value of $7,585,300 and included '

in this item. Investment in this Swiss company is listed among assets located in enemy and enemy-

oeeupied eountries because the Custodian vested the I, G. Chemie holdings of General Aniline & Film -

. Corperation shares, having found I. ¢. Chemis o be a cloak for I, G. Farben of Germany. R
¢ Tbe inerease in this item between Mar, 31, 1942, and June 30, 1844, resulicd principally from the accumu-
lation of roysities under license agreements entered into by the company prior to vesting,
? The increase in this item is due partly to the vesting of additional shares sthsequent to Mar. 31, 1642,

GENERAL DYESTUFF CORPORATION

Nature of the Business

General Dyestuff Corporation was incorporated in New York in 1925 for
the purpose of merging the dyestuff sales organizations of three companies,
H. A. Metz & Co., Kuttroff-Pickhardt & Co. and Grasselli Dycstuff
Corporation. S 1

0 4§

No. 712;:1561-62;-1573-78 and 1714.

dyestuffs produced by Grasselli Dyestuff Corporati i

y G , ration, which e
hecame the dyestuff division of American 1. G.pChcmié;l' rpon
later of its successor, General Aniline & Film Corporatio
stui;f Corporation also became the agent,
exclusive, in the ‘United States for the sale of dyes and some other chemical
produced by I. G. Farbenindustrie, thé German chemical combine, w;fiii

was incorporated in Germany shortly after General D i0
i ] ! estuff Cor
was incorporated in the United States. y orporation

Dyestuﬁ”i importpd from Germany contsitute
Dyestuff Corporation’s salcs in its first years.

Corporation and
n. - General Dye-

d the majority of General

General Aniline & Film Corporation. . The firm also has sold dyestuffs
made by other American companics amounting to about 20 ‘percent of its
total sales, Before 1939 practically all of General Dyestuff Corporation’s
ssalei w%re n;xggig in Iimt(e:d States territory, but exports have grown since
September as the Corporation has entered ne eci
in Latin America. - A markets, especially
The company maintains lar d i atorie
) y s large and- excellently equipped laboratories
th;Cl}, at the time of vesting, were engaged in control of stand i
-assisting in the solution of customers’ technical and practical problems, as
_w%l"l as ml t]ge development of new procésses. T
eneral Dyestuff Corporation occupies a leased nine- iiding-i
) ; -story building-
New York City and has branch offices in six other cities, - i o

Suesiraries.—General Dyestuff Corporation has one wholly owned

_' subsidiary, the General Land & Improvement Company, Inc.,, New York

- which owns and operates real estate in three eas itie 1
] perz tern citiés, The parent .
rents space for two ofvxts branch offices in properties owned by the s%bsid-
iary. General Dyestuff Corporation also holds 49.6 percent of t
stock of the Verona Chemical Company, New Jersey.
Action by the Custodian ' S
The Custodian vested all of the 8,678 outstandi ' ‘
diz . standing shares. of common
;tock on June 30, 1942. He vested the shares because, after investigation
e cor;cludqd_ that 1although they were régistered in the names of individual
Amcrlqan citizens,! I. G. Farbenindustrie .of Germany was the .concealed
b}fneﬁmal owner of all or a substantial portion of the property interest in
f‘tﬁésg)cok' oft thef I}\\ngrma}n cfom%any, and that its shares were therefore
roperty ot Nationais of a Foreign Country désignated in Executive -
Oedlex: Noi.?78389, as amended, as defined thereirrxy * g"‘ w7 xccunvs
-Claims for title to 8,628 of the vested ‘shares have be ;
-Cla | i ; en made by the
m_dxv;d_ualécmzens * in whose names the shares were registered at thcytime‘ '
of vesting.? These claims have been recorded by the Custodian as claims

(See also “Indictments and Suits”

he common

bélow.) ,

‘On January 24, 1944, the Custodian vested all right, title and interest of:

I. G. Farbenindustrie A. G. in agreements between Durand & Huguenin”

:-..A, G. and certain American corporations including General Dyestuff Cor-
- poration. .The agreements related to patents, royalties, profits and financial

" 1 One block of shares was held by trustees of anirrevocable trust establi.';hed'for his family -

liZHm é‘m oflih :{t?sxbsi‘;h, the cxtﬁxzen.who was. the holder of rt?cord Just prior to the estab-

. *See footnote 1.
3 One claim was filed b

] y the heir of the citizen i ‘the sto e reoic 3
at the time of vesting. ' in whose name the stock was registered

" General Dyestuff ‘Corporation received the éxcluéivc rights 'to sell the
ventually

first exclusive and later non- -

cs 'in "In recent years most of ‘
_ General Dyestuff Corporation’s sales have consisted of dyestuffs made by

ards and |
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penalties for breach of the agreements. . Claim for title to I. G: Farbenin-
dustrie’s right, title and interest in the agreements has beéen made and
recorded by the Custodian as part of claim 1998, '
At the instance of the Custodian, three of the four directors resigned and
. the board was enlarged from four-to five directors. The Custodian’s proxy
then reelected one director and elected four new directors, two of whom
were members of the-Custodian’s staff. The Custodian further brought
about the resignation of the president and the election of Colonel Louis
Johuson as the new president. The management elected by the Custodian
employed the former president as a full-time consultant. The Custodian
has since caused the board of directors to be enlarged to seven, and has
elected seven directors, none of whom are members of his staff, -
InpicrvenTs AnD Suits—Two indictments charging General Dyestuff
Corporation and other corpdrations with violation of the antitrust laws
were returned before vesting of the company. The former. president and
present consultant of the company is also named as a defendant in.both

the indictments, and a vice-president, who has held .office since before -

vesting, is named as a defendant in one of the indictments, Trials under

the two indictments have been postponed. :
The Custodian is defendant in nine suits by which former registered

holders of stock now vested in the Custodian seek title to the stock. Eight .-

suits are pending,* and one suit was dismissed by the U. 8. District Court’
“for the District of New Jersey. The plaintiff has appealed the Court’s
decision in this case, " The nineé suits seek title to a total of 7,878 of the
8,678 vested shares. Among the former stockholders who have filed suits
are Mr. R. Lenz, a vice-president, and the trustees for the family of Mr.

E. K. Halbach. : : BN
War-Eff&rf . . ‘

War agencies and ‘contractors with high priorities purchased 59 percent
of the products sold through General Dyestuff Corporation in 1943, The
_company’s laboratory and technical stafl” have developed numerous for-
mulae to meet the needs or specifications of the armed services and firms

engaged in war work. Most such formulae were for textile dyestuffs used -

in uniforms or for other purposes in military and naval operations. Other
developments, outside the field of textile dyestuffs, include a color soluble
in sea water for use as a tracer to aid the location of airmen forced down
at sea and colors suitable for smoke bombs. :

Financial Information

The Corporation has grown in size financially since vesting as is shown
by the $3,267,456; or 54 percent, increase in assets during the two years
June 30, 1942, to June 30, 1944, Net sales were $24,247,573 in 1942 and
increased by $10,181,196 to $34,428,769 in 1943, Provision for income
taxes was $115,580 in 1942 and $1,151,348 in 1943. The company made
profits of $905,289 after taxes for the period of two years before June 30,

{ As of the time of going to press, settlement of the eight suits has been announced by

.

the Attorney General and the Alien Property Custodian. Under the terms of the’

scéttlement the Alien Property Custodian will obtain undisputed ownership of the stack
involved and will pay §118 per share to the plaintiffs who had held the shares prior to
vesting. The price of $118 per share represents the amount which, under certain cir-
cumstances, the plaintiffs were obligated to accept for their shares under existing option
.arrangements between them and General Dyestufl Corporation. The shares involved
had a book value in excess of $540 at the time of the settlement,
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_¢ndocrine glandular substances,

1944, After cash dividends of $86,780 the net worth increased by $867,651;

or 24 percent.. The dividends © paid ¢ i
tockhander . e were paid to the Custodlan

GENERAL DYESTUFF CORPORATION AND DOMES‘;T!'C?SUBSID!A. L
: C. RY -
CONSOLIDATED COMPARATIVE BALANCE SHEETS,! -~ - -

JUNE 30, 1942, AND JUNE 30, 1944

as the sole -

1

June 30, 1842% | June 36, 1044
) ASSETS 3
Located In the United States: -
a5 1"
Revaivablos 77Tt T et $2, 191,345, 55 $3,429,812.71 "
In*’f:,‘,‘IZ?;” --] . 1,330,106.01 2, 486, 041, 67
[oventory. 1,248, 716. 65 663, 950. 60
Fived ssente-s 429,258. 77 1, 800, (40, 77
Tntaneibiee " 596, 169. 7 4986, 980, 30
Deforad ob . 2,499. 59 2,010.35
Arges... ... 217, 528.26 - 1317,
Claims.and deposits.... . 0 1 1ITIIITIE e 7,400.85 g?ll)' 3(1)(; 408
. Total sssots in tho United Stat o
Located in alliod ond neutrel countries. | 50m,025.45 |  9,290,450.8
Located in enemy and enemy-occupiod cOUntrins .. cnoon o o T 77T r e OSSR S
TOLBL 88801 . e e e 6,023, 025. 45 9, 290, 480. 98
: LA .
L;a%litios: . RILITIES AND NET WORTH o :
wing to residents of the United States 4 '
Owing to residents of allied, nettiral and enemy. “ocoupled conmtries.T| - > 210,385 5 470, o
Owing 19 residents of s T8 an(_i onemy-occupied countriss, . 508, " 508,
Owing to Custodian (vostcg) ) &7, 21249
Total liabilities.__ ws | LT »
- Net A R RO ORI 2,377, 208.18 4,777,102, 71
Net wort e eI 3,845,727.27 | 4, 513,378.27
Total labllities and net worth...........___.._._____..:. . 6,023,025.45 | 9, 200,480.98
163 BRE DL WOTth el , 023, 025. , 260, 480.
Book value of sharps vest: d in C i : -
Book value of shares not vesltod.gff?c.l}??: ___________________ & a6,127. 27 Lmam

! These balance Sheéts aré repa : th i i ‘ ¢ s r
not the Sliei Ly ones sheetspo! ]t)h gecc(l) g% ég:?r .basis of ﬁnanugl dsta supphed by the compsny. -They are

3 Tha date of vesting.

¥ Receivablos are classified according to location of debtors; deposits according to .}ocation of depoéito;

ries; and seourities aceording to Joeation of issuers.

SCHERING CORPORATION

Nature of the Business .
- Schering Corporation, of New Jersey,

of Schering-Kahlbaum- A. G,
been known as Schering A. G.

. Propucts.—The Corporation’s most important field of manufacture is
Next in ‘importance are- its
: : : roentgen
diagnostic media, sulfa drugs, and a. gold therapy product uscdgin
These and other products manu-
. . . anu'
facltured and distributed by Schering Corporation are for prescription use
gp y. The firm also manufactures-and sells to two of its subsidiaries for (3 v
- 1str1but1qn to the public several proprietary items, -among. which are a .
bulk laxative, a cosmetic depilatory and a sunburn preventive.

rheumatical arthritic conditions.

' : was incorporated in 1935 ioitaké
over the business of Schering Corporation, of New York, which had been
formed in 1928. These Schering companies were organized as subsidiaries
of Berlin, Germany, which since 1937 has

-y
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SUBSIDIAR{ES_ AND AFFILIATES.—Schering Corporation had three wholly-
owned subsidiaries at the time of vesting. "Artra Cosmetics, Inc., New
Jersey, distributed the cosmetic specialties made by Schering Corporation,, -
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penicillin.  Schering Corporation has also assisted war agencies in the
development of methods of emergency application of several drugs. o
. LaTIN AMERICAN Poricy.—When the blockade of Germany madé it
impossible for the former German parent to supply Latin America, the sub-
sidiary Schering Corporation, New Jersey, was directed to preserve and
protect the closely knit German Schering organization in Latin America -
by acting as the emergency supplier of the Latin American market. The
profits from these activities were drained off for the benefit of the Germans
_ through devious foreign and domestic corporate arrangements. Every
effort was made to conceal the fact that Schering Corporatjon, New Jersey, -.
was-acting as supplier and manufacturer, because it was planned that the . .
good will and prestige of Schering A. G., Berlin, could thus be preserved. '
until the end -of the war, at which time Schering Corporation, New jer.sey S
‘was expected to withdraw from foreign markets, The new 'managemen; E
has brogght about a radical change in Schering Corporation’s policies in .
the Latin American market. This change was accomplished as a part of - .
the Nation’s program of economic warfare and involved close cooperation. .

and Union Pharmaceutical Co., Inc., New Jersey, distributed proprietary
drugs. A New York subsidiary also named Artra Cosmetics, Inc., was
commercially inactive. :

Shortly after westing, Schering Corporation acquired as a fourth subsid--
iary its former affiliate, Pharmex, Inc., of New Jersey. Pharmex, Inc.,
owns and operates two foreign subsidiaries, Schering Pharmaceutical Cor-
poration of Cuba, 8. A., and Schering Corporation Limited, 2 Canadian
corporation. Pharmex, Inc,, also is the operating company through which
certain of Schering Corporation’s foreign activities are now conducted. .

Sherka Chemical Co., Inc., New York, is one of Schering Corporation’s
affiliates and had handled the Corporation’s imports from Schering A. G.,
of Berlin. Delta Pharmaceutical Co., Inc., a New Jersey subsidiary of
Sherka Chemical Co., Inc., had handled exports for Schering Corporation.

Prants~—8chering Corporation owns and operates two plants; one located
in Bloomfield, N. J., and the other located in Union, N. J.

Action by the Custodian

.

" On April 18, 1942, the Custodian vested 43,994 shares, or 99.9 percent .- f with several federal agencies. Schering Corporation is. now exporting. for
of the outstanding common stock of Schering Corporation, of New Jersey, ‘ Its own account and through its own organization to Latin American:
and 2,225 shares, or 42 percent, of the 5,375 outstanding shares of preferred . and other foreign markets. The company has made substantial outlays to-
stock. By the same order he also vested the ten outstanding shares of the * build good will for its own products in Latin American markets. The
inactive Schering Corporation, of New York, and the 100 outstanding com- - steps now being taken in the export market should permit Schering:
mon shares of the inactive afliliate, Sherka Chemical Co., Inc., New York. Corporation after the war to continue to sell in Latin American markets—.
. The sharcs werc vested because they werc held for the benefit of Schering : markets which Schering A. G., Berlin, had once expected to liave preserved
A. G., of Germany, which firm had been the admitted owner until 1937. , for German exploitation after the war. : S S
At the time of vesting they were held of record in the names of American Fin R I Inf T .
nominees of Swiss companies. The Swiss companies were found by the . ! O"CKLV ntormation . . 4 A -
Custodian to be acting as cloaks for the German beneficial owncrs. The Schering Corporaiion and its domestic subsidiaries increased their assets:
Swiss companies acted on behalf of Schering A. G. in directing the stock by $1,969,858, or 77 percent, during the 27 months from March 31, 1942, to.
of Schering Corporation and Sherka Chemical Co., Inc.. , June 30, 1944. During this same period, the total liabilities incressed
Subsequent to the principal vesting of Schering. Corporation stock on - $1,352,465, or 98 percent. - Increased working capital was provided for the
April 18, 1942, the Custodian vested unpaid dividends and six shares of company’s expanding volume of business through an issue of $1.000.000:
common stock which had been held by individuals to qualify them as of the Corporation’s notes.and retention of the larger part of its pr(;ﬁts ‘
directors. All of the outstanding common stock of Schering Corporation Net sales in"'1943 were $4,389,411 » an increase of $1,506,484, or 52 f’cl‘Ccnt"
is now vested in the Custodian. ,’ ~over 1942 net sales of $2,882,927." Some of the increase in sales was due to-
Since it was an active manufacturing concern, Schering Corporation was - the increase in exports to Latin America and other foreign markets.
continued in existence, though its management personne! and policies were - - | Pr_ovxswn for income taxes and excess profits taxes was $310,000 for the:
changed in the national interest. The president and several other officers - year 1942 and $835,000 for 1943 after-éredits for debt retirement of §27,000- -
and employees of the corporation had been removed from their positions in in 1942 and $86,000 in 1943. Provision for prior year’s taxes was$13’000< :
January 1942, on the order of the Secretary of the Treasury. Schering - in 1942 and $52,922 in 1943. - Net profit after income and excess pri)ﬁts:
Corporation is now managed by a board of five directors elected by the taxes was $713,830, for the 27 months ending June 30, 1944,
Custodian. A new president was elected at the instance of the Custodian, , The Custodian received $27,812 of the $67,188 dividends voted and paid.
who’also made other changes in management personnel. : . on the preferred stock during the period. The Custodian also received
The new management of Schering Corporation has placed great empha- | $11,125 of dividends previously declared but not paid. The dividends
sis upon research. Research facilities have been expanded, research. had‘becn dec}a;ed on the stock which was later vested and at the time of
personnel has been greatly increased and important products have -been - . vesting the dividends had not been collected by the enemy owner.
developed and introduced under the new management. : Durmg.thg'ZZmonths prior to June 30, 1944, the net worth of Schering
War Effort ‘ L S(}jlfil;‘ i:rit‘f“ mfr;a;ﬁd by $617,393, or 52 percent. The book value of the
The company’s research stafl 'is working closely with war agencies of &, stated atoitsvcfzfllevalua;..nm tnereased-since this stock'is preferredAand,lsw

the government and has made significant contributions in the field of 1
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SCHERING CORPORATION (NEW JERSEY) AND DOMESTIC SUBSIDIARIES,!

CONSOLIDATED COMPARATIVE BALANCE SHEETS, ?
MARCH 31, 1942, AND JUNE 30, 1944 -

| Mar, 31, 18422 | June 30, 1944

ASSETS 4

Locacfghm the Umedm ?.t O e 43,375, 21 371, 300. 30
Receivabies. .. ....o.o ol llI i 190,041.67 | - 404.978.2¢
Oy 0Ty - s nemt v e ce skt tm e ke e b8 e e m ko mm o n T 1,278,593, 12 1, 853, 720.02
Investments. . . 43, 548.08 583, 735. 18
Fixed assets. . , 371,65 1, 028, 021.05

69, 334,

Intangibles. ..
Deferred charges. .
Claims and deposits

Total assets in the United Stages. . . fevvooeeen... '..__..... ........ 2, 513, 63.89 4 345, 537.36
Located in allied and neutralbeountr;es...._..._ ..... . &6, 066.05 192, 650. 86
Located in cnemy and encmy-occupied COMDLLIES. . oo cvemvecrast e avma]onvmmn o miana ] cemnc e aae
Total asseta. oo eyt v awaybe v 2, 508, 329. 94 4, 538, 188. 22
LIABILITIES AND NET WORTH ) « )
Linbilities: _ —

Owing to residents of the United States....__......... P, 1,313,775, 02 2, 608, 762. 98
- Owing Lo residents of allied, neutral and enemy-occupied countries_ . £6,857. 19 128, 134.68

Owing to residents of enemy countries. iy .. e 2, 000. 00 2, 000. 0
Owing to Custodian (vested) B L L TCRTORPTN PERINTRPSEN
< fabili 1,382,432, 21 2, 734, 897. 56
Net wgrofi?_l .].lfl.b.'.l itles B S 1185, 897, 73 1, 803, 200. 60

Potal Habilities nnd 116t WOrtH oo\ oo oo e [, 2, 568, 320 04 4, 548, 188, 22
Book value ofsharcs vested in Custodian..... . 855,147.73 1,472, 540.66
Book value of shares not vesied 3 330, 750. 00 330, 750. 8O-

+ Except Pharmex, Inc,, a holding company for foreign su bsidiaries of Schering Corporation.

2 Thcsg balance sheets are prepared on the basis of financial data supplied by the company, They are
not}ghe oflicial balan?c sheets of the company. : .

3 Eighteen days before vesting, ) . . ) .

i Re%civablcs )u.nd claimns are classifled laccording to loeation of debtors; deposits accordiug to loeation of
depositories; and securities according to lucation of issuers. .
pThe.shnrcs not vested in the Custodian are.no par preferred stock, They are stated here at their call

value.

HUGO STINNES CORPORATION

" Nature of the Business ‘ :
History.—Hugo Stinnes Corporation and its principal wholly-owned

subsidiary, Hugo Stinnes ‘Industries, Inc., were organgzed in 1926- and -
. incorporated in Maryland. They were established in order to take over

“the assets of the estate of the late Hugo Stinnes Sr., a German citizen and
industrialist who died in 1924, and to redeem claims of German banks against
these assets. Hugo Stinnes Corporation issued $12,500,000 of 10-year

7-percent gold notes, and Hugo Stinnes Industries, Inc., issued $12,500,000 .

20-year 7-percent gold debentures. American citizens were the’ principal
purchasérs of these notes and debentures. Of the proceeds, approxirnately

$21,000,000 was paid to the German banks which hafl held the claims .

against the estate. _ 7 o :

Mrs. Hugo Stinnes turned over her inherited equity in the Stinnes assets
“in exchange for 500;000 of the 1,060,000 common shares issued by Hugo
Stinnes Corporation. She had these shares placed in the name of another
Stinnes holding company which eventually became Atlantic Assets Corpo-
tation, a Delaware corporation. .

AsseTs anp Sussipiariss.—The assets of Hugo Stinnes Corporation and
.Hugo Stinnes Industries, Inc., are the stocks of companies, mostly German
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companies, mortgages on-German agricultural land and urban real estate, -
and long-term accounts receivable in Germany. The principal properties.:

.controlled by the stockholdings of these two Stinnes-companies are:coal .- .

mines and coal reserves in Germany. The two .Stinfes companies thus

hold a half interest in German coal mines with a pre-war producing capac-'

ity of about 6,700,000 tons of coal a year. They also indirectly- hold a -

half interest in the Ruhr coal reserve of seven billion tons. Finally they

own, or formerly owned, principal.interests in several companies engaged’
in the storage; transport on land and ocean, and sale of coal in Europe; the

United States and Canada..

BankrupTCY PROCEEDINGS.—Both companies filed petitions under. Sec-
.tion 77B of the Bankruptcy Act in 1936 after currency restrictions in Ger-

many had made them both unable for three years to pay the full 7 percent

interest, and the Hugo Stinnes Corporation unable to pay the principal on

its 10-year gold notes due in 1936. : :
- ‘Partof the settlement terms established in Federal Court in 1936 provided
that three trustees should vote 495,007 shares, a majority of the then out-

- standing common shares of Hugo Stinnes Corporation. Hugo Stinnes Cor-

poration’s gold notes were extended to July 1,-1940, and interest ori these -

notes and on the debentures of Hugo Stinnes Industries, Inc., was set at 4
percent cash and 3 percent deferred. -

"Action by the Ctisfp-éiun ) L

The Custodian vested 530,145 shares, ‘or 54 peréent,' of the 988,8905

outstanding common shares of capital stock of Hugo Stinnes Corporation
on September 1, 1943, Of the vested shares 473,100 were among the,

495,007 put into the voting trust in the course of the bankruptey proceed-

ings of 1936. The Custodian also vested the voting trust certificates

-representing these 473,100 vested shares.

These common stocks and voting trust certificates .of Hugo Stinnes

Corporation were vested because German persons or companies had been -

registered. or-beneficial owners of the shares and the certificates.

One of these owners was Atlantic Assets Corporation, controlled by the

Stinnes family of Germany, which had held 400,000 of the vested shares
subject to the voting trust agreement. The Custodian vested all capital

stock. of Atlantic Assets' Corporation by orders of July 30, 1942, and

September 9, 1943, in addition to vesting the Hugo Stinnes Corporation -

shares held by Atlantic Assets Corporation. . . o

The Custodian designated a member of his staff to replace Hugo Stinnes
Jr.as a trustee of the 495,007 common shares subject to the trust agreement,
The same member ‘of the staff has also been elected as a director of Hugo
Stinnes Corporation. Furthermore, two men not on the Custodian’s

stafl were elected directors at the suggestion of the Custodian. These elec- A

tions brought the board to its full complement of 11 directors for the first

time since the late 1930’s, when four Germans ceased to be directors.
Only one of the four Had been replaced until directors were elected at the
instance of the Custodian. v ‘ - )

In addition to effecting these changes in the management of Hugo
Stinnes Corporation the Custodian issued supervisory orders under which
he has assumed, to thé extent deemed necessary, control and supervision

5 The number of outétanding shares is 1,000,000 if the total of 11,110 shares registered

‘in the name of Hugo Stinnes Corporation or its subsidiary Hugo Stinnes Industries,
Inc., are not considered treasury shares, ’
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-of two companies directly or indirectly controlled by Hugo Stinnes Corpo-
ration. One of the companies is the previously mentioned Huge Stinnes
Industries, Inc., the other, Transocean Coal & Transport Corporation.
The latter company was in the process of liquidation when its _parent was

vested, and liquidation has been contmucd under the supervision of the

Custodlan

Financial Information

Over 99 percent of the assets underlymg the investments of Hugo Stinnes .
‘Corporation and its American subsidiary holding companies are located in-
‘Germany and German occupied countries, and less than one percent of their

assets are located in the United States, as of June 30, 1944,

Post-war conditions. in Germany will vitally affect the ability of Hugo,

Stinnes Corporation and its American subsidiaries to realize upon their
‘German investments. These investments include such indestructible assets
as_coal reserves.and agricultural land in addition to mine equipment,
urban buildings and industrial plants. Payment of the American security

holders in these companies, therefore, largely depends upon conditions in -

post-war Germany.

Of the $12,500,000 of notes issued by Hugo Stinnes Corporation in-1926,
$1,462,000 are still outstanding as of ‘June 30, 1944. Of the $12,500, 000
of debentures issucd by Hugo Stinnes Industrlcs Inc., in 1926, $3,244,500

- are still outstanding as of June 30, 1944, Interest payments on the notes
have been suspended beginning with the semiannual payment due July 1,
1943, Interest payments on the debentures have been suspended beginning
with the semiannual payment due October 1, 1944. A total of $1,754,521
of deferred interest and extension. premiums have fallen duc or will fall due
by 1946. This figure does not include semiannual payments of 2 percent
‘which will fall due on the notes and debentures.

From 1933 until 1939 funds for the payment of interest were derived by
the sale in the United States and Canada of coal mined in Germany by
the subsidiaries of Hugo Stinnes Corporation and Hugo Stinnes Industries,
Inc. The assets of coal handling companies not in enemy territory have
since been sold and the proceeds of these liquidations have-assisted the
payments made on interest accounts since the outbreak of war. Debenture
and note holders cannot be paid at present from funds raised by such devices
since assets in the United States total only $75,076 and all other assets are
in enemy and enemy-occupied territories as of June 30, 1944. '

Consolidated income for the year ended June 30, 1944, amounted to
-$214,316 of interest charged to but not collected {rom debtors, most debtors
being located in foreign countries. Interest paid or payable during the

year amounted to $359,550. After general and admlmstratxve expenses .

of $35,696 the net loss for the year was $180,930.

R

HUGO STINNES CORPORATION, A HOLDING COMPANY, AND DOMESTIC

SUBSIDIARY.- HOLDING COMPANIES, CONSOLIDATED CQMPARATIVE"

BALANCE SHEETS,! JUNE 30, 1943, AND JUNE 30, 1944

June 30, 19431 | June 30, 1944
ASSETS ¥
Located in the United States: e
................................................................ $85, 339. 03 $54, 246, 69
Reeewables 118,59 118, 50

Invenfory...

Investments

Clalms and deposits. . .
Total assets In the United States.. ... v e

140, 643. 80 76,076, 46
Located in allicd and neutral countries. . ... ovmmmvenrcvcee e e
Loeated in enemy and enemy-occupied eountrics J 18,144,862 78 18, 250, 178 35
Total BSSeLS . - ooeoee oo aae e nnnann 18, 285, 506. 56 | - 18,334, 254,81
: ) LIABILITIES AND NET WORTH P
Liabilitics: . . Lo
Owing to residents of the United 548668, e r oo mvvee e e em 6, 672,028, 67 6 891,054, 84
Owing to residents of allied, neutral and encmy-occupied COUNtIIOS. Jocemen e oo o2 e crmen
Owing Lo residents of enemy countrieS oo e oo . 955,379. 09 985, 131, 58
Owing to Custodian (vested) oo e .
Total liabi]i\ties .................................................... 7,627,407, 78 7,857,086, 43
Net WOTth. e e ace i cvvmivace e . - 10,068,008, 80 10,477,168, 38
' Total liabilitics and net worth.. ..] 18,285 500. 56 18,334, 2564.81
* Book value of shares vested in Custodian 5,713,818.31 5,616,821.32
. 4,860,347.08

Book value of shares not ¥ested. ..o .ooewe. oo ooooo. L oo 4, 844, 280. 49

! These bulance sheets are preparcd on the basis of financial data supplied by the co‘mpanyf They are
not the official balance sheeis of the company. ‘T'he valuations of assets in enemy and encmy-occupied

. countries do not “‘and cannot refleet any losses orother changes which may have gpeurred in the foreign hold- -

ings of the A merican ¢companics due to war . ’? gecording to sn annual report of the company

¢ Two months and one day before vestmg

? Receivables and ¢laims are classified according to location of debiors deposits according to lacatlon ol
depositories; and securities according to location of issuers. .

4 Reichsinark balances com'erted at the rate of RM4.20 to $1. . .

CARL ZEISS, INC.
Nature of the Business -

Carl Zeiss, Inc., is a New York corporanon, Wthh before thc war im-
ported, sold and repaxred most of the optical goods and scientific instru-
ments exported to the United States by Carl Zeiss; a manufacturmg firm
of Jena, Germany. . -

The American business was started in 1920 as an unmcorporatcd sales

agency but was incorporated in 1925. At the time of vesting, the main .

office and shops were located in rented premises in New York City, There
was a branch located at Los Angeles, and two salesmen occupied a small
office in Chzcago "The firm employed about 50 persons.

Many instruments imported and repaired by the compgny are used by

" large industrial concerns in production control work and are vital in ‘main-

taining precision in the mass production of essential materials and industrial
and military equipment. Physicians, hospitals, laboratories and .uni-
versities are also regular users of various types of Zeiss scientific apparatus.
In addition cameras and other photographic equipment as weéll as binocu-
lars and other optxcal dewces were sold usually at wholesale, by Carl

Zeiss, Inc.
32285 8
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Action by fhe Custod;cn . N

On August 28, 1942, the Custodxan vested 1 ,000 shares 6f common’ stock .
which constltuted all of the outstanding capltal stock of Carl Zeiss, Inc,
Treasury authorities had supervised the company’s activities before vcstmg .

by the Custodian.

‘The Custodian also vested all r1ght title; interest and claim in debts of
$427,487.71 -principal amount together with' accrued interest owed by
Carl Zeiss, Inc., to the Carl Zeiss and the Zeiss Ikon firms of Germany,
The vesting of the Germans’ interest in these debts is an example of the
‘Custodian’s policy of vesting debts which in effect increase the ownership
_interest-of a national of an enemy country in an American business enter-
prise. (See Ch. IV, “Business Entcrpriscs: Assumption of Control,” p. 25.)

Directors and officers of Carl Zeiss, Inc., were changed at spcmal stock-.
-holders’ and directors’ meetings called: October 2, 1942. The Custodian’s

. proxy elected a board of three directors, mcludmg two members of the -

Custodian’s staff. The former president was reelected as pres;dant and
director, and a member of the Custodian’s staff waselected as vice pres;dent
“treasurer and director.

After considering the opinion of other war agencms the Office of Alien
Property Custodian decided that the company’s shops should be continued
in opcration for the duration of the war. Before vesting, additional machin-

ery and staff had becn installed to expand the repair shop into a small

factory for the manufacture of ceértain precision instruments used by war
industries. -
elected by the Custodian.

The pre-war stock of ‘optical goods and scientific instruments gradually
have been sold and the sales rooms closed.

War Effort

The company’s manufacturmg facilities have been fully used in prov1d1ng
“toolmakers’ mlcrosc0pes and indicating micrometers for Lend-Lease ship-
‘ments to our allies, - The company also repairs in its shops ZBISS instruments
| sent in from all over North and South America.

“Financial Information

The assets of Carl Zeiss, Inc., decreased by $262,130, or 33 percent and
its cash decreased by $261 257 or 89 percent, between the date of vesting
and June 30, 1944, "These decrcases reflect principally the sale of the pre-
war inventories for cash and the payment of $322,179 in cash to the Cus-
todian. In effect the changes are the result of the liquidation of the import-
ing part of the business.

During the year ended September 30, 1943, the company was selling the
" instruments it manufactured and completmg liquidation of its pre-war -

‘imports of German products. Sales totalled $455,677 in that year. Sales
for the nine months ended June 30, 1944, were at, the annual rate of $374,000.
The decrease in volume of sales from the year before was prmmpally due
to the fact that the company was selling the restricted line of instruments
currently manufactured and was no longer selling a wide assortment of
‘pre-war imports.
for income taxes was $13,115. During the nine months endedjune 30,1944,
provision for income taxes was at the annual rate of $4,600. Durmg the
" 22 months preceding June 30, 1944, profits after income taxes were §70,035.
No dividends were declared, but the Custodian received $322,179. 27 in cash,

80 +

This conversion was cxpanded under the new management

During the year ended September 30, 1943, provision .

- Bock value of shares ot vested. oot v cvm e

from the company up to June 30, 1944. This payment was. in’ partial
. liquidation of the debt of $427, 487 71 and accumnulated interest which

were vested in the Custodian. The net worth increased by $70,035, or 20 2
percent, m the 22 months of the Custodian’ s control. :

CARL ZEISS, INC., COMPARATIVE BALANCE SH“E‘ETS,1
. . AUGUST 31, 1942, AND JUNE 30,1944 °

| Aug.31, 10427 | Yune 30, 1984

o © 'ASSETY }
Locagaedhin the United Btates: | ’ - - : G

................................................................ $204, 873, 50 $33, 810, 18
Receivables. . 36, 416. 87 88, 681 67 . -
Inventory.. 356, 425, 88 258, 970. 14
Investments:. , 000. 0

- Fixed assets. . 26, 85163
Intangibles. .. ooveuei e i mman e n oo mmm o m e e ey vz ke
Deferred charges 12,750.00
Claims and deposits. RN
. Total assots i the United States. .. o oovennomiccemaee sl 469, 869. 50

Y.oeated in allied and neuntral countries.. ... ....... < [ DO,
Located in enemy and enemy-occupied countries. ... 57,959, 74 - 57,950. 74
Total assets .. oonruaeooan e emm i ————— D 789, 959. 07. 527,820. 24

. LIABILITIES AND NET WORTH . o . .
Linbilities: ) i
Owing to residents of the United States 17,140.12 154,70

Owing to residents of allicd, neutral and enemy-occupied count)
Qwing to residents of encmy countries.....

Owing to Custodian (veSted)....lemmsemiueicnineimmmenneiirooos TTaerasn ol 05, 308771;
- wms| e
789, 959, 07 527,829, 24

Book value of‘sh‘ares vested in-Custodian o eme e meecceam e ! 345,831, 24 415,368. 10

t These balancc sheets are prepared on the basis of inancial data supplied by the company They aré not
official balanco sheets of the company,

t Three days after vesting.

# Receivables and claims are classified according to location of debtors deposits accordmg to locntion ot.
deposnones. ami securitios according to }ocatmn issuers, -

MITSUBISHI SHOJ KAISHA, LTD., UNITED STATES BRANCHES o

'

Nature of Business

Mitsubishi Shoji Kaisha, Ltd., was foundcd in1918 as a forelgn tradmg o
company with a head office in Tokyo, Japan. It traded for its own account
and-as an agent, and it had branches in all principal countries of the world.
American branches were éstablished in 1919 at Seattle, in 1921 at New York
and in 1926 at San Francisco. The principal business of these branches
in- 1940 and 1941 was the export of steel, steel scrap, machinery, petroleum,
fats and fertilizers from the United States to Japan, and the import-of silk
from Japan .into the Urnited States. The United States branches also ex-
ported to Japan cotton, petroleum-coke and other items from the United
States, and pulp and newsprint from both the United States and Canada.
Its American branches imported into the United States. canned crabmeat,
.canned tuna fish and other sea foods, and canned pineapples. Canned
oranges was .a new product introduced to this country by Mitsubishi
Shoji Kaisha, Ltd. The branches used rented space for offices and kept
their inventory in public warehouses

‘ E - 322859 -
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Action by the Custodian : ,

All property of the New York, San Francisco and Seattle branches of
Mistubishi Shoji Kaisha, Ltd., was vested in the Custodian on August 28,
1942. : o

Liquidation ‘of the assets of the firm’s United States branches had heen
started under the supervision of Treasury officials before the Office of
Alien Property Custodian ‘was established. The Custodian has continued

the liquidation and will convert the entire property tocash since the.es--

tablishments had no function after trade with the Orient was cut off.

This Office decided to retain former employees of the three branches
in their old jobs as long as their services were needed in the conduct of the
liquidation. They have been directed and supervised by representatives
of the Custodian stationed at the branches themselves or.at nearby offices
of the Office of Alien Property Custodian. . .

The liquidation of this firm has presented a series of problems. There
was a wide varicty of assets to be sold and claims to be collected. Forty-
five thousand cases of canned oranges were gradually sold through regular
trade channcls in conformity with regulations of the Office of Price Ad-
ministration and War Production Board: Cultured pearls held by the
branches as agents for Japanese were discovered during the liquidation
and were vested and sold. '
 Equipm=nt and machinery were offered for sale through Government
agencies to firms engaged in the war cffort.  Some machinery and cquip-
ment was sold for use in Amesrican plants, but most of it was unsuitable for
use in the United States because it had been made to foreighspecifications
or was incomplete. The largest unsold item is a continuous steel billet
mill with a large capacity which was being built on order for the Japanese
. for use in Manchuria. The mill has a book value of approximately
$725,000 and is about 90 percent complete. It remains unsold despite
public advertisement and thorough notice to manufacturers in North and
South America. - Other steel parts and equipment, including four partially
completed solid rough machine forgings of high grade alloy steel weighing
. 142,800 pounds each, remain unsold after canvas of many possible users.

The property sold was offered at public sale after advertising in news-
papers and trade journals. When all bids received were too low the prop-
erty was sometimes sold for a_higher price at private sale. . Tender of
private sale was also used to give the Government war agencies the first
- refusals of material they might need. ' o

Private sale in South America was arrangéd for electrical equipment
which had brought no suitable bid at public sale in the United States.
- Design of the articles was adaptable to South American needs and some of
" this equipment was sold for a price equal to its original invoice cost, though

some brought less than this amount, , -

Liquidation of the branches of Mitsubishi Shoji Kaisha, Ltd., has bee
. complicated by the fact that at the time of vesting the branches were party
to 20 court cases, and there were many unlitigated claims to be settled:

Several of the cases and claims arose out of the difficulties in shipping and

trade relations caused by the worsening international situation. Others

were customs and tax cases. In these cases, as in other litigation, the Cus-
todian is represented by the Alien Property Unit of the Department of

Justice.® . . )

¢ Recently renamed the Alien Property Litigation Unit.
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-oof .the'United' States branches .of Mitsubishi Shoji Kaisha, Ltd. These: . °
- claims assert rights to.a total of $4,780,724.02 as of March 31, 1944, - .

" two other largest reductions in assets during the period were (1) $289,526 -

the oflicial halance sheets of the branches.

“depositories: and securities aceording to location of issuers.

~art and antiques in the United Statés. They were the wholly owned sub--

“

The Custodian has received and recorded 66 claims against‘ the assets’ -

Financial Information

Total assets declined by $445,009, or 12 percent; a decrease occurred in. °
-each category of assets except cash. Cash increased by $201,529, or 11.-
percent, primarily. reflecting receipts from the sale of inventory. The sales. -
were made at $184,806 less than the. book value of the items sold. The-

provision for bad debts, most of which are payable by residents of foreign *
countries, and (22 a $57,297 provision for losses on bank accounts restrict%d'
bysfﬁrmgn countries. —_— 7 . o
ales during the period from vesting through March 31, 1944, totaled®
§237,315, and the net loss for the period was $50,197. Net worth decline
by $379,123 to a deficit of $374,587., S worth declined

MITSUBISHI SHOJi KAISHA, LTD., UNITED STATES BRANCHES, .
CONSOLIDATED COMPARATIVE BALANCE SHEETS,! .
AUGUST 28, 1942, AND MARCH 31, 1944 _

Aug.28,16427 | Mar. 31, 1944
_ABSETS } )
Locatedbin the United States: ‘ . -
asb. ... e F PO . : L ; -
e ] temel e
e - » Yo s Uod- B,
lgvgl“%l‘g{t --1 . 1,310, 186.37 41,125,370 87,
Fhod peonts.. 4,078.21 2,935.21
%?Lfangil;les vvvvv 1, ‘2654 35 331. 25. .
eferred eharges. ... s as e T T e
Claims and deposits. ... 0 . 17T R 15138' %052 gg : 15§g§3?§
Total assets in the United States. - T
Located in allisd and neutral countries. ... (.0 77T s 279, géggg e
Located in cnemy and enemy-occupied countries. - ) 107, 494, 28 au2 %
S - 3,780,805.57 | 3,335,786.20,
e - LIABILYTIE 7 3 R T
Linlglitiies: LITIES AND NET WORTH ) .
wing to residents of the United States... . SR 5
Owing to residents of alliod, neutral and enemy-oeeapiod counts fes. . 8,000 20t 3 04, 400,45
Owing to r