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Letter of Transmittal

Washington, D. C.
October 14, 1946

President Herry S. Trumen,
The "hite House, , :
Washington, D. C.

My dear Mr. President:

I heve the honor of trensmitting to you
the Terminal Report of the Office of Alien Property.
Custoalan. The Report is-designed to furnish you and
the A*torney Genersl with en account of the problems
and current status of work of the Office at the time
of the transfer of 1ts functions to the Bepartmeut

- of Justice.

Respectfully,

Jemes E. Markhem A
Alien Property Custodian
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FART ONE

BACEGROUND AND- SUMKARY

This pert of the Report provides a brief resume of

the broader snd more important aspects of the activities of

the Office of Alien Property Custodien. Chapter I presents'

- & short account of the development of the basic programs of

the Office since its establishment in March 1942. Chapter II
describes the present status of the Office's work and the
rrincipal problems to be met. :
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DEVELOFPLENT OF THE OFFICTE'S FROGRALS

The Office of Alien Property Custodian controls croperty-
- with & total asset valuation of nearly 500,000,000, in which the
. Custodian's net eguity amounts to approximately 300,000,000, In
addition the Office holds 46,000 patents and inventions, at least
half & nillion copyrights, and meny other valuable interests which
ccannot be appraised in dollars. Most of this property was vested
during the period of hostilities for use in the war effort. Other
-properties have been seized since the termination of hostilities
as part of the agency's program to eliminate all interests of
hostile German and Jananese nationals in properiy in the United
States. .

Original Functions

. The Cifice of Alien Property Custodian was established
on. lerch ll, 1942, 1/ prineipally to vest in the Jovernment title
~to productive enemy essets in the United Stamtes and to put them to

the fullest possible use in the nation's war effort.

During the succeeding year there were vested the enemy
interests in 30C business enterprises and the interests of enemy
and enemy-occupied n&ationals in 42,000 patents ané inventions.. In
the yesrs immediately following, extensive investigations resulted
in the vesting of an aadltlonal 120 onterprlsea end 4,000 patents
and inventions.

Approximately a yuarter of the vested enierprises were
continued as going concerns. Under the conirol of the Oifice they
wére encouraged to make the maximum contribution to war production.
During the period of hostilities they earned 31 Army-nNovy "BY

awurds and produced $&006,000,000: of war goods, consistiog primasrily .

of chemicals, dyestuffs, airplene parts, plasties, photosmrerhic
equipment &nd materlsls, and sc1ent1f*c instruments of many varie-
ties. ‘ ' -

QOther enterprises ware placed in liguidatiorn. In gensral
take

this action was taken because they wore uinOthdb ¢ or dependent

1/ By Exzcutive Order Ne. 9095. This Order wes smendsd on
July 6, 1942, by Executive Ordsr No. 9193, which defined the Custom=
‘dian’s jurisdiction in greater detail. IExceutive Crder No. 9142,
- of April 12, 1942, transferred to the Oifice From the DopertFeLt of
Justice the remaining functions of the Horld War I Alien rroperty
TCustodlanshlb.
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updn‘enemy bﬁsiness_affiliations; Machinery, materials, and other
tangible assets of these companies, together with similar property
vested direCtly, were sold to the armed forces and war producers.

The technology embodled in the vested patents, constl—
tutlng probably the largest patent pool in the world, was made
available for use in the interest of the war effort and the netion-

. al economy through a system of nonexclusive royalty-free licensing,

wherever legally possible. Copyrights to valuable enemy scientific

. periodicals and books were vested and the materials republished for

use by American chemists, physicists, and.téchnicians.

- The Office alsoc performed certain other functions aris-
ing from the existence of war. Among these was the representation
in dourt and administrative actions and proceedings of persons re-
31d1ng behind enemy lines. 2/

Changes in Objectives

By the middle of 1943 the Office had practically com-
pleted the vestings of greatest wer urgency, although much admin-
istrative work remained. It reduced its staff by a third, thus

.releasing menpower for other essential war activities. Ifeanwhile

plans were developed for work which could be largely deferred un-
til the end of hostilities., Policiss and procedures for the sale
of business enterprises -and other properties and for the settle-

‘ment of certain classes of claims against the Custodlan were de=-

veloped and set in opsratione.

Continuing discussions were held with the Department of
State and the Treasury Department to meet the changing needs of
enemy property control and to develop a comprehensive plan for the
treatment of enémy assets in the Unitéd States. The surrender of
Itely and her acceptance as a co-belligerent resulted in a sus-
pension of Italian vestings in December 1943. . The‘liberation of
Europe in the following year Llikewise halted the vesting program

- with respect to nationals of cnemy-occupled countries, which had

been confined almost entirely ‘to patents and copyrights.

: In the spring of 1945, the Secretary of State, the
Secretary of the Treasury, and the Alien Property Custodian agreed
that all property in the United States of hostile Germasn and Japa-
nese nationals should be vested in the Alien Property Custodian
and that neither the property nor its proceeds should be returned -

%0 the former owners. Accordlngly, they recomended to the President

that the Custodian be authorized to vest Germen and Japanese

2/ This function was Spucifically delegated to. the Office by
Executive Order No, 9193, - A 323322
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bénk accbunts, ¢gredits, securities, and other properties not
seized under the original vestzng progr&m. .This recommendation
was appgroved, and the expension of the vesting program was author—
ized by Executive Order No, 9567 on June 8, 1945. ~

Developmenté after Tenmination of Hostilities

a

. After the issurance- of Executive Order No. 9567, the
Offlce had authority to vest additional property valued at
$185,000,000 to $224,000,000, compared with %209 000,000 seized
before June 30, 1945, To secure information on unvested prop-
erties, the Office planned and set in operation & comprehensive
reporting program under which all persons in the United States
weré‘required to report to the Custodian all German and Japanese
properties in their control or possession. Investigations were

. begun to umcover property not reported to the Office. A staff of

investigators has been sent 1o Germany during the past year to

. gather evidence on concealed German ownership of properties in the

United States. The liberation of the Puilippines permltted the
opening of a branch office in Manila in Septembur 1943,

. The 1ncreased rate of vesting resultlng from the new
program.may be judged by cox@arlng the total of $32,000,000 vested

during the nine months ending October 1, 1946, with the total of

@7 800, OOO for the same period in the preceding year.

The program of liguidating and selling vested prOperty

_ was pressed to the 1imit permitted by ¢xisting law and sound busin-

nass Judgmsnt. The increased rate,of liquidations and sales may
be Judged from the. growth in total cash held by the Office from
$5l 000, 000 on June 30, 1943, to %102 000, OG@ on Qctober 1, 1946,

v Legislavlon rnrmittlng the return of property vested
from nonenemies and the payment of Americen creditors of the for-

. mer owners of vested property was Lnacted'durino the last session

of Congress. ,/ ‘With this legislation the Office was able to plan
on'a broad -scale what will prabably be one of the final me jor steps

: 1n the admlnlstration of vested property.

"y

_ 3/ Publlc Law 322 &pproved March 8, 1946' and Public Law 671,
approved August 8, 1946. Authority under Public Law 322 was con-
ferred on the Alien Property Custodien by Executive Order No. 9725
of May 16, 1946; no delegztion .was required under Public Law 671.




IT

‘CURRENT */ORK AND PROBLEMS

: . The’ current work of the Offlce of Alien Property Custo~
dian and the important problems that must be faced may be most
conveniently discussed according to the three principal phases of
the Office's treatment of property: (1) vesting and investiga-
tiom; (2) administration, liquidation, and saleS‘ (3) disposition
“of vested property or proceed&.

Vesting and Investigetions

Vestlng Pollcy

: The primary objectlve of the present vestlng policy of
the Offlce of Alien Property Custodian, as developed after con-
_Sultation with the Department of State, 1s to vest all property
"in the'United States of persons who may be termed, for lack of a
more: preciso expr6831on, hostile German and Japanese nctionals.

. The. pollcy in =211 its details embraces many particular determina~—
~tions on the treatmsnt of dlff;rcnt classes. of persons. .

. ) In general all propcrty of Germun end Japaness 01tlzens
‘residing in Germeny and Japan is vested unless available evidence
~ indicates they were victims of persecution by their governments.

‘The property of corporations and other organizations owned by Ger-
man end Japanese citizens resident abroad is also vested. On the
other hand, property of Germsn end Japanese c¢itizens residing in -
nonenomy countries and of nonenemy citizens residing in enemy
countriss is not vested oxcept under”special circumstances.

Policy with respect to c@rtaln categorlas of German and

Japanese nationals is not yet fully formulated, In particular, no
definitive solution has been reached on the treatment of property
in the United States belonging (a) to corporations. in friendly
countries . wholly or partially owned by Germsns and Japanese or (b)
to corporations in Germany and. Jepen wholly or partially owned by
Americans and nonenewy foreign nationals. -The problumvinvolves
the method. of tresting not only enemy uquitles but also the Ainter-
ests of nonenemy nationals associated in business with Germans and
. Japanese, Moreover, other allied governments face similar situa=-
tions, and in some cases the interests of the United States and its
nationels are involved. 1t is expected that decisions on appropri-
ate action in these cases will be made by international agreement.,
A meeting, presently scheduled for November 1, 1946, will be held
by the Inter-Allied Reparations Agency in Brussels to work out such
an agreemen’c. Thls Office hag been inv1ted by the Department of 32 332%
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State to send representatives to the meeting. Preparations for
- the meeting, including the development of proposed solutions to
be offered by the United States, are among the pr8551ng current
‘ problems of the Office. 4/

Flnal decisions on the vesting of German and Japanese
dlplomatlc and consular property are also pending. While the
Office has authority to vest all other property of the German
~and Japanese governments, control over property used for diplo-—

. matic and consular purposes rests with the Department of State. §/
.In certain cases it is expected that the Department will re-

" léase such properties for vesting. The State Department also

~ controls property left here by German and Japanese diplomatic

. and consular offieials, and neaotlatlons which may lead to the

vestlng of 'these properties are also in progress.

‘ Executive Order Ho, 9567 expanded the vestlng program
only with respect to property of nationals of Germany and Japan.
Pursuant to Executive Order No. 9193, however, the Office may
still vest certain nonliquid assets of nationals of other enemy
countries. At the request of the Department of State the
;authority to vest Italian property is exercised only in unusual
. cases and the authority to vest property of nationals of Hungary,
- Roumania, and Bulgaria is exercised.only with respect to prop-
“erty acqulred in the United States by such natlonals prior to
December 7, 1945. :

Eresent Status of the Vestlng Program

A As-of October 1, 1946, the Custodlan has vested prop—
erty'W1th an estimated value of $R47,000,000. This property,
© through income and appreciation since vesting, has increased to
.2n estimated present value of over §290,000,000. There remains
to be vested an estimated $140,000,000 to $180 OOO 0CO worth of
prcperty. ..

R Among 1mportant properties to be vested are interests
in estates and trusts (§ :31,000,000), property in the Philippines
($40,000,000), securities ( R3,000,000) and bank accounts; notes,
clanms and credits ({40,000 OOO) " In addition, approximately 60
business enterprises are now under investigation. Many of these
¢ompanies are involved in inter-custodial conflicts; others are

. suspected of being held for enemies by nonenemy cloaks. It is

. .not possible to predict whether inter—custodial arrangements will

| g/’bther inter-custodial problems, Which‘aré of lesser im- -
portance and on which a considerable measure of agreement has al-
-~ ready been indicated, will also be dlscussed at the Brussels

meetlng
5/ Pursuant to Executlve Order Noe - 9760 of July 23, 1946.
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-prov1de for vastlng the flrst vroup or whethoh 1nv@st1gqtlons wlll g
succeqs?ully establlsh enemy. ownershlp 1n the oecond ‘ o

. nLOht 20 OOO reportg on unveoted enemy grop>“ny have beun

_.recelved by - the Office under the ne w repertlnb prograi- condactpd
" last . sprlnb., Anouher 1,400 reports filéd under .en older but con—
'~t1nu1ny reportlng program,on property under Judlolal superv1smon Te-:.
'vmaln to-be procebsedm FPerhaps a tvotel of as many as 5; 000" addl— ~";"”
‘tional reports of both classes will “be received buzore the vestlnv ‘
“program is completed because of past failures to rcport and GC- -
;fqulsltlon of new- propertles by enenides through 1nher1tance. Al-

‘though the Office 1s now rapidly process;ng reports, most of thls

;work lles ahoad., . : - :

‘fInvestlgaﬁlon

: . Ere-v Stln& anpgtl utlons to uncovar cloaked ownershlp
“of bu31neSa enterprises requlre in each case palnstdkln@ analyols
.fof ‘& series of transactions. belleved to have been deolgded to con~v-'
’ceal enemy interests. Intenulve searches must- be. made’ far ev1dence;
~.on the terms and intent of such transactlons., Tnmse 1nvest1gatlensf
are undertaken not only in the Unlted States but also im’ Gcrmany.
=>Slualarly difficult are: 1nveot1gat10ns of othe T cloaked c&Sets and
of property, . not dellberately concealed, which persons have falled‘“
to report . to ‘the Office. Comprehensive eyamlnatlons ‘of ‘records of
the, reasury Douartment and. of Teports of external. assets filed by~
German citizens will have %o ‘be made. . Investlbatlons may- also-be’
;'necessary where reports fail to disclose .adequate 1nformat10n, )
7,partlcu1ar1f m1th respect to. life 1nsurance pollcles when groof of
‘ ~cont1nued life or death of persons in . enemy countries is. ot ‘eru-
cial lmportancew A program for the opening. of safe~dep081+ ‘boxes"
‘leased by or, on behalf of Germnn and Japaneoe nat¢onals must also
"be 1naugurated,:~ Cot S

Inve tlgatlons after vestlna are neeaed to assemble ev1— h
dence to defend the Ou,todlan in tltle and debt” claxms ‘and - gults,
to insure ellmlnatlcn of all enemy 1nterestu prior to- ‘the sale of
,-husiness enterprlses, and for Other reasans,. Invcstlgatlons on -
~ the past afflllqtlons of blddars for vested prope*ty dre also re-
qulred. . : : : : ‘ ;

v

Aamlnlstratlon, quuldatlon, and Sales

. Business Enterprlses

v mhe Offlce of Aller rroperty Custodlan has vested the ‘
"enemy 1nuerests in 414 bu51ness enterprlses in the -gtates’ and ter-:'
. ritoriés of the’ Unlted otdtes. ~Cf these,. .30 have been. qold 3. re—
" turned to their former owners, and 46 campletely llquldated Of »
‘ the remaln¢ng B35 enterprlses, 64 are contlnulng as. golng concerns

and 251 are. in llqu1dation.
o | 323328
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o GOrLu COVCERNS --By and large lb is +he obwectlve of ‘
“the Offlce to - ell companles contlnued ag: g01n» concerns. - There’
-are,’ however, exceotlons to ‘this, pollcy., For. example, 15 com- -
f'wpanles formerr controlled by Itallano, ustrlans,.dnd certaln e
_’other ‘Toreign nationals arée withheld from sale at. the reuuest of3
_ the Department 01 State. ”welve patent holding companlos con~""
;'t1nue to. operate but in llne with the pollcy of not’. selllng
;patents, should ultlmately be llquldated Anothor dozen ¢onm-
Panies also 1nvolve specwal problens Vhlch may make llquldatlon .
.preferahle to sale.v( - :

Of the aporoxrmately 50 golng ‘concerns whlch are to be
.sold, a half dozen in Hawail are scheduled for sale’ thls fall. o
' Other sales will be. poss1ble only after certaln te chnlcal dlffl-”f’
_cultles are overcome. "* C o
: The most 1mportant reason why the sale of bu81ness eh= .
_ jterprlses has been prqctlcally halted is that over half. of the - , '
- companies: -slated for sale are subJect to suits: under Section. 9( )
of" the Tradlng Jlth the Enemy Act, brought or .th reatened by. Amer1—3-
.. can c1tlzens,or nonenemy foreign nationals. clalmlng ownership | of ~
- the vested 1nuerests. Present law prevents sales of. propertles _
‘vsubJect to such suits. . The Cusuodlan has deslred modlflcatlon of
this prohlbltloL where’ tne ‘suits’ are brought by - forelgn nationals = .
“ for two reassns: j(l) to expedlte the ‘sale of vested property and~*”
thus ‘avoid” deldys of- many years in dlSpOSlng of- maJor propertles
:such &s oocurred fter World Wur I, and- ( ). because it is con-
31dered that AVldence of enemy . c:ontro'l stroag enough. to- 1lead” the
o Offlce to vest rnterests in enterprlses, particuiarly tnose ot
estrateglc lmportance, Justhles the United States-in preventlng
 their return: to forelgn ownershlp, r"”ardless of” the outcdne: of
,the sults. "At the last session of Conﬂress, leglslatlon was-
, proposed by the OTllce, ‘in conJunctlon with tne Departments’ of
. State; Justice, and the Treasury, to remove this statutory pro
bition with respect to suits brought by. fOTCl"n natiohals.. It .
- was.further prouosed that Toreign claimants be ullowed to sue for
just: oomperthlon., This’ modrflc t;on of* the law was not onacted
but* qt is to be hoped that the fiext Congress will addre>s 1tSolf
“to the problom. Mcanwhlle, in certain. CaSCo, thu Office is" nebo—"-
1 thtlng with: pldlntlffs ‘who may be Wllllnb to enter into stipu-
'llatlons which will permit sales and: restrict the sults to. cagh-
_proceeds or whatever compensatlon is prov1ded by future leglsle—
' tlon. ey - : : o : o

Immedlate offerlngs of other companles slated for sale
cannot be made, because current, 1nvest1gdtlons may result in the
vesting of audltlonal snemy’ 1nterests or bccauso of unrosolved IR
legal, patent, and buSln ;S8 problems ’ ‘ : : RERPE P
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, EVTEBPBISES 0| LIQUIDATION.—-The remalnnn5 work. re- B
o qu1red on companies ‘in- 13qundat10n consists largely of collection
.. of difficult accounts, settlement of outstending litigation, dis--
; 9031t10n of foreign. assets,. completlon of payment of liabilities, .’
and dlstrlbutnon of liquideting payments to. the Custodian and R
other. owners. .- The problem of foreign asnets is by far the most
~compl:cated many of these’ assets have been seized or frozen by
other governments. Agreement on prlnclples for-the treatment of
foreign assets ‘may be reached at the Brussels meeting. on inter- -
.custodial problems scheduled for. November 1.” Practlcally all of
_the lnquldatlng compenies.are wholly staffed by employees -of ‘the"
o ‘Offlce, the major exceptions .are a group of 21 banks end. insur-
' ance companies being ‘Tiquidated under the general superv1s:on of
the Offlce by state superlntendents of banklng and 1nsurance. L

VPatents, Copyr*ghts and Trade-marks

4 PATENTS.--Enemy patents in whach the Office has 1nters»
,ests may be divided: roughly into three groups: (1) patents di=
.rectly held by the Office which were not licensed prior to the 'l
war to Americans or nonenemy foreign natnonals, (2) patents di- -
rectly held by the: Off:ce which were- so l:censed, end (3) patents
held by enterprnses in. which enemy interests were- vested in the A
Custodian. oL : , : ~
Patents in the fnrst group (except a few in wh:ch Amer:- o
¢an or nonenemy.fore1gn nationals have claimed interests) are: -
‘Alncensed by the Office to all Americen applicants on a. -nonexc lu-
A31ve royalt}-free b351s. A patent accord drafted. in London in. ‘
July 1946 by twelve all:ed naetions would also perm1t royalty~free
-1ncen31ng of German patents to netionals of other parties to the
;accord. R301procal benéfits would accrue to Ameriéan nationals.
This ‘accord will] become.’ operatuve upon signature by seven govern-
ments, several countr:es, 1nclud1ng the United States, are now
signator:es.‘ i =

, The Offzce has recogn:zed lzoenses and other rlghtu o .

vwhnch Ameracans and - other nonenemi es acqulred under encmy patents . .
’)through lawful contracts entered into pr:or to- the war. Meny

- patent. contracts, however, are belaeved to contein provwslons §1-
}legal under the sntitrust laws,. Partlcular cons:dbrataon ds belng:~
'g:ven to means - of abrogatzng such oontracts by legal action or” - :

voluntary negot:ation.' It is hoped that in this. way. not- merely the

present users of patents will be freed. of unlawful or undesxrable .

restr:ctzons but. also that the patents: can be made avallﬁble to

the. whole economy bv general l:csnsnng. ‘ : :

. ‘The Preszdent has approved a. recommendat:on of the Exec-
;~ut1ve Comm:ttee on: Economic Foreign Policy to meke as frealy avail-
able to Pmerncan 1ndustry as. clrcumstances permzt the. patents of

.A
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enterprlses in which 1nterosts “have been vested. “This recommen- -
. détion cells for the opening up for royalty—free 11censing of &ll
"patents held by compenies in which the Custodisn holds all" of the
outstandlng stock.. VWhere minority. stockholders are .involved it~
- proposes that, where posszble, the minority interests be, purckased
to permit royaltynfree liconsing. . If this-is not possnble, the
Government's interest should be utilized to cause the company to
- adopt a policy .of nonexclusive unrestricted 1zcen51ng at reason-’
able royalty terms. .The Office has started to carry out this
-pollcy to the extént that ex1st3ng law permits; addltlonal 1egls-
lation may have to be sought to effectuate the prOgram.vjj4 -
. ’ :

- On the, tkeory that the Government should not sell moriop-
oly pravzleges, no vested patents have been solds: A draft’ of
legislation to provide for the ultimate disposition. of enemy pat—
~ents directly owned by the Office, through dedlcatnon to the pub-

.-lic -and other means, has been submltted to the Department of o
‘Justlce. : '

COPYBIGHTS.--The Offnce has granted lzcenses, ueually
on reasonable royalty terms,. for the use of vested "enemy copy-
. rights.. &psciel provisions have been made,’ 1nclud3ng partial’
freedom from royalty, to encourage prompt reproductlon of war-

useful’ enemy ‘technical and scientific pnbl:catnons. Copyrlghts
- were formerly vested only if they were in demand or royaltles ‘
were payable but, through a recent vesting order, German' copy- - :
right interests in the majority .of books published ebroad during K
the war.years were vested to prevent restrictions upon Amorlcan C i
‘access to. techmical and: scientific information ‘of Germsén.origin.
"such ms-those which arose followzng World Wer I. "The ultimete
disposition of copyrights is e mejor problem, 1ntensnfned by the -

‘ _long llfe of copyrlght proteotlon.

 TRADE MARKS--The polncy of the Office regardang trada—
marks. has ‘been’ to vest and sell to'the user those marks leg:tl- E
matoly used on products which have been prcduced in; the. United
‘5~tates for meny years so that the trade-mark has’ become assoc:ated
_in the public mind with the American producer. With regard to:,
‘other marks the Office has generally performed only a poljclng role,
steppnng jn where protactzon of the public from deception’ or. some
-other desirable end demanded action.. Discussions .on trade~mark o
‘poliey heve reoently béen held.with the Department of °tate, which o
3§ interested in the internetionel aspects of trade-mark pollcy S
- and. in the partlcular problems connected with Germen exports-~ Fur- .
ther: conferences on these subgects are expectad in’ the near future.

‘“Other Property;ln the Unnted States

: Other proparty held by the Office cons:sts to e small o
/extent of salabla propertnes, such as securataes (other than those N

'j3é3323
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'representlng substantlal percavtage Jnterests in buc:ness enter-l V
fprzﬂes) real” estate,iand tangnblc personal propprty. Pr1ncn—-j"
~pally, however, -it dnvolves - nonsalable Jtems such as :nterests
."Jn estates and trusts, 1nsurance pol:c:es, bank accounts,,and
" notes, claims, &nd- crod:ts.~ The ‘expended vcotlng program of" the
o , Office will recult in’ substantial edditional seizures of prop—jf”
L o . erty in- both salable and ronsgaleble categorzas, réising the. totals -
T ~ . for admin:stration to about &33 000, 000 and &llO 000 000 rospeog o
: tlvcly D L 5 o AR

A : Most»SQCuriﬁies.caﬁ“be’readlly s0ld on established ex--
~ chenges or over-the-counter markets.” Other securites, not ‘subject . -
- te regular tradlng, pose special probloms.~‘Where holdings in e .
. single is sue . are 1arge, a'whort«form prospeotus may be employed 3n
',the sale. . 4 o : . :

The sale of real and tang:ble personal propcrty Will rem
quire an :ncroasing emount. of. selling effort. Many unsold prop-
erties were once advertnsed for sele but all b:ds rece:ved for them :
were: 1nadequate.. . - g ,

K . The OPche has l:*tle oontrol over the. rate et whlch nn—
fterests in estates end ‘trusts are. lnquldated. ~Tt must genorally
";we1t for executors and trustees. to effect d1str1but10ns, -which may
.consist-of ‘cash oriof other property. The thousands -of life, ro-f'«‘*.
“meinder, and contingent interests in trusts held by the Office in- .
- volve long-waiting periods before liquidation jis p0551ble. Mergers
of life and. remalnder interests, either by existing or: new tech-"
»'nnques, mey merlt consideration inr sevoral important cases CEAE-TN
means of accelorat1ng l:quidatnons. : s
‘ , The'collectnon of notes, cla:ms, and - credats,'most of
‘which origineted before the- wer, involves difficulties. - A consid-
erable number -of” items are now. in - 11t3ga+1on. The more nmportant .
claims  involve 29 enemy shlps sebotaged by their crews in the. sprlng,;]
 of 1941 and -later requisitioned by the Meritime Commlssion.; Libels =
~ for forfeiture, filed by .the United States, have béen’ stayed pendente
.-bello. The Office; - havang vested the. enemy clalms nn the shlps, ise
,seeklng compensatnon for thelr value. T - :

o Un:quq problems are ‘also presented by lnfe insurance poll~
cies.: Whnle 8 few pcl:cies heve been vested no comprehansnve pro- “
o gram has s yet been developed. ~ ’

-

'Philipplne Property .‘w; “1juf BRI “;s;o :T‘A’?f'fg:z"\'f“

. o Includ:ng an est:mated $4O OOO OOO of propcrtj not yet ‘
’ vested there will be the task. of admnnzsternng about §50, OO0,000
" of Japanese property -in the Philippines,’ consnstlng prlmarnly of
”busnness entarpr:ses and real property.
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A Pursuant to Publnc Law 486 of- July 3, 1946 the Offzce
has continued” its actnvzt;es in’the Phll:ppnnes, which were com-
menced a year agoe . Public Law 485 contemplates that ultnmately ,
‘ the vested propertj or proceeds will be turned over to. the Ph111p~ A

pine Republic.  The destruction of property and the 1nterrupt10n
of business: operetlons resultlng from Japenese occupetnon have’

‘made sdministration of. property in the Phlllppines difficult end

' complex. = Among the - adm:n:strctnve tasks is.the rehabilntation of
business enterprises, now lying dorment without records or manage-
ments and- wnth buzld:ngs and - equlpment wholly or partzally destroyed.

Ultlmate Dlsposzt1on of Property and Proceeds

The ultﬂmate dnspos1t1on of vested property 1nvolves ‘
‘*fnrst the settlement of claims esserted (a) by -Americen ‘citizens
~end friendly forbzgn nationals claiming tltle to vested assets and,
(b) by Americen citizens and residents esserting debt cleims sgainst
the former owners of. the prcperty. The. disposal of propurty remaln-'*
ing. after- settiement of these clalms, end of releted sunts, has not
A yet ‘been determanad by Congress. ‘ : ‘ :

) T:tle Claims j 

, A recent amendmsnt to the Tradﬁng w1th the Enemy Act
Publzc Law 322, approved March 8, 1946, permits returns of: vested "
property by administrative act:on to friendly fore:gn nat:onals '
es well as to American nationals, provided they meet certain. quali-
fications. _g/ The Custodian was ‘designated by Executive Order No., - -
9725 of May 16, 1946, as the offigcer to administer the’ powars and -
authorlty under this amendment. . This authority, in ‘accordaence w1th'
the: Presndent's letter to the Custod:an cf the same data, is to ‘be

: exerclsed with respect to determinations of the national 1nterest
'in consultation with other specified agencies.- Prior. to this
clarlfncatnon of the Custodian's authorlty, .about 1,000 +ntle claims
‘hed- accumulatad. 1t is. expected. that some 4,000 addltaonal title”
¢laims will be filéd by residents of" forenvn countr:es. Accordnng .
to present procedurcs these clanms are deétermined under administra-.
tive proceed:ngs wnth:n the. Offlce by the Vested Property Clalms B A
~Ccmm1ttee. A , S

With respect to- clalms, the . tlme since Maj 16 has of ne= . -
cessity. been devoted primarily to the . formulation of basic proce-
dures under Publ:c Law 322, vincluding methods of consultation with
-and cert1f10at1on by fr:endly foreign governments with respect to
the c1t12ensh1p and’ host:laty or- nonhostillty of fore1gn natnonal
clalments. i : ;

6/ The categor:es of el1g:ble persons were somewhat broad-
~ened by Public Law 671 .of August 8, 1948. ' :

‘~323331 
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. Tho Custodlan is ‘uthOPlde by ﬂnother rcccnt amend-,~
© ment to the. Tradl.g with the Bnemy Act, Public Luw 671, approvcd
;~Autuot 8, 1946 “to 2llow walid debt cls 1ms filed- by rcs1dont
A crcditoru.“gﬁlLst the" formcr owners of vestod property. To. datc
- somo 4,500 debt; clﬁlms ‘have been £iled; most of'whlch WEre .ro=-
- ceived prior to pL.SsOgo of 10g151atio§ Aauthorlzlng the 0ffice to
- donsider thcems Additionel ¢laims arc expocted as a-result, Both-
‘of ‘the anhotmcat of- Publlc Low 671 aud of the seizuré of Addl-
tional propurty by thu @fflcc. The procc5514g of those. clalms,
for-which procodures Lr’ n@« bulng aovelopod, is umong thc magor
tasks ahc d. ' - : .

Sults undor tho ;rudlug w1th the Enezy aet -

X In “ddltloﬁ “to flllng cla1mo, sovcral tltlo clﬂlmvnts
,huva brought suits for & Feturn.of property in tho Dlstrlct
Courts of the United States under Scetion. 9(@) of the Trldlng _
with the nemy. Act.. Sbveral of those suits 1nvolve ‘some .of “the
“most ,valuableo, QTOpurtle hcld by.the Offices As title claims
- are prOC”SSud administrotively, it oay be »xpectud thet denials:
will give risc to now suits. An importent issuc, os yct not
finelly resolved by the courts, i's whethor a forcign natlonal
may -obtain rolicf-in & Scetion 9(a) suits. As proviously men-.
tioned,  the Offlcc h~s supportod luglolatlon to modify Soctlon .
9(&) w1th rospuct to SUltS brought by forulg nuthu‘lSo A

' ‘ Undcr S“ct¢on 64 of thu Trmdlng vith the bncrw Act as P
amsndod by Public Lew 671, & dobt clnimont, dissatisfied with e
the Custodizn's. dctcrml Ltzow of ‘his clwlm, is afiorded o rlght
to. rev1uw in ths Ilstrlct Court of the United Stutus for tho.

Dlstrlc of" Columbl . It is 1mpos31b1u to prodlct the amo unt of

‘ lltlgatlov thdt dill rqsult fror thlS prov“31on.' S

Ultimatc ﬁlsp031tlon of Proporty xot Quturn blo

o Lftcr all title. ond dvbt clains -and’ su1ts ugalnst Ehb-.
" Office allownble under present ‘lew are sottlcd ond aftor all ‘
dirsct wd admlnlstrftlvc cxponscs have bvcn pufd thpro skould '
_remain in thec hends of the. Goverrm nt v~uon81derable proportlon,
probably by .for the brwtw sharu, of. vesued propcrty. Evon be=
~fors such s.ttlomonts cre mado it miy be discornsd that numerous
.assets. ars “tlralyJIrcu of "Iy clulxs or @ults. '

‘ - The dlSpOSltlon of rcmalalnb groporty is naturully 3 .
'mattwr for Coﬂgruss to dotcrmlnv. 1t is to ve. uXPCCtud ~howove r,,'

" that the ckceutive branch of ithe Govornmint will continue to = - .
study the wroblam qnd dlll mike SpGlelc proposuls uO Co%gross.

J::Af   ;?~. _,E E‘   323332f
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‘The Office of 'licn Froporty Custodion has considorod it
prém&turo to advonece comprchcn31vc proposcls bofore the tornms of '
‘penco aro knowm'and othor rclated problems rusolvuds Tho Offico . .
Has,. howover, teken the position that hostllo Germon vnd Tapmﬂuso ”.',;

“nationals ‘should not roceive o return of ch01r property nor be :
compensatod for it by th. bﬁltcd Stetess Regarding property .of -
nationals: of i Itr 1y, Hungo .ry; Roumcnia,. cnd- Bulgoria, thy OfflOO.“
‘ hms con51dorcd thet .the question of roturn should be dotermined
by the twrms and spirit of the peaco troatics. with those naticnse
Vith’ the s¢ viaws the- Dopr rtncnt of Stvtu and the Dcpart unt of .
the Trcasury arc in’ ccord. .

e, .
S,

‘ A Thc Offlcc hes rccontly opposod oy blll 1ntroducad in.
Congrcss which prov1dcd thet ©1l vested proporty be sold; that
the proccods bo uscd to puy uur demage cleims. of Amsrlcalnh-'.
tionals arising from lossus or -dnjurics..sustained through acts
of enemy countrlcs, and that the cnomy govurnmentu compensoate -
thsir nationcls for the- scizcd proporty.- ?/ The bill wés.op=-
poscd by the Oifice on soveral grounds: - (1) theb- it wos con-
~ trary to the nétional inberest to scll vested patents. axd curualn
other propcrty~ (2) that erceditors of tho particulor onomy nee
tionals whose propcrty has been vested should hive priority .
ovsr gcncral wear damoge 01m1m91tu, and . (3) thit. VGutud propsrty
would be sufficiont to cover only & smo E proportlon of wer:
d“n'"; cl“lms. - ‘ ‘

" The. Office stbtu howcvwr, that- 1t WS uot opposud to

arrangeronts which would rcqulrp Germny cnd Jopon to-componsoto

their nationals for. property vested by tho. United Stotose - wiith.

‘respoct to Itely tnd the setellito countrics it wos pointed out

‘that an incongrusus situatic on would rosult from the fact thot : B
©only o portlon of thu property of ‘their nczzoa*ls u,s ‘b on’

VvStudo
Various other: prop03ﬂls for tho ulblm&to d18p031tlon
of westod, prop*rty hzve been dvcncod by dlffurcnt purtlus '
from time to timoe -

I . ot pe T ——

Z/ Se- 1322 ?ch Con russ, lst SVSSuloﬁ. Hee rln S WT ~héld»&;“
bcforc the Com;lttwc on thy Judlci"ry on “prll 17, 1946.

323333


http:nr.tioar.-.ls
http:St::.t.cs
http:nc~tiono.1s
http:compons::.to
http:GcrmC'.nycnd~hpo.ll
http:property.11
http:tion0.1s
http:Pt.'.toZJ:ts,o.n.dcdrto.in
http:I1r~tionc.1s
http:compcnsc.to
http:ic.rdc.lIlo.gcc18.im
http:nu..l1g~~ry�iRoUr.1c
http:proporty.of
http:Gcrma.lt
http:o.roknow:ta.nd
http:c.di.h;,ncccomprchonsiv(;propose.1s

PART TWO

cEr

"'REPOR?S OF THE DIVISIONS

The follow1ng chapters deocrlbe the nature of the

‘v.work of the various divisions of the. Offnce of Allen Property
”_Custodaan and the problems with Whlch they ara at present
- concerned.. ‘ : S

The chapters are based on: reports submatted by the ; :‘y

,fchzefs of the d1V1snons and are arranged ‘as: nearly a5, p0351ble

accordnng to the flow of work within. the Offlce.

o An organzzatlon chart of the Offlce of Al:en Property -
"vVCustodnan as of September 30 1946 is shown on'the.fo;;qw;ngA'
;'page. ‘ . ) o o S
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" DIVISION OF INVESTIGATION

‘The prmmary function of the D1v1310n of Investlgatlon V

Le‘ls to- 1ocate and establish proof of ownersh1p of” most tjpes of

enemy property in the United: States..l/ It recommends. action to
be taken by the. Office with' respect to such property and prepares
-the - apglncable vesting orders. “In- addltlon, the" DlVlSlOn con-

- ducts .post-vesting. 1nvest1gat10ns in connection with title emd .

debt clalms filed w1th the Offnce, lltlgatlon aga:nst the Cus- .

todlan, and the sale or l:quldation of vested property.‘

The D1v1510n of Investlgatlon malntalns offlces in

5_thh1ngton, New : York, and San -Francisco,, Tn add1t10n, the D1v1-

sion is respons:ble for the operatlons of the Custodian's Berlin .

Office. This Office is engaged in conducting: 1nvest1gat10ns in

Germany: to find evidence- of Germen ownérship or control of prop-.

~ erties in the United States which’ have not: been vested and -in
;conductnng 31m11ar 1nvest1gat10ns on vested propertles which are’

not in. litigation but on which’ further ev1dence is needed. 2/

. Investigators in the Manila and Honolulu offices are ass1gned

to ‘these offices; however, the Division of Invest:gatzon rev1eWs

.thelr reports and whera approprlate, recommcnds vest:ng act:onv

d_;iﬁvestigetiohs of'UnVested;Propefty o

7VScope of InveStigations ‘

The value of unvested German- and dapanese property of

'those types assigned to the Divlsmon for 1nvest:gat10n and now ‘
~ known to be definitely vestible is’ estlmated at about {64, OOO OOO
for the United States and $40, 000, 000 for the Phlllpplne Islands.

Further 1nvestngat10ns may establish the VBStlblllty of '§40, OOO 000
worth of additional property con51st1ng of stock and other 1nter-"

. ests in bu31ness enterprises. Most enterprlses still under in-
' vestmgatlon 1nvolve preblems of suspected concealment of enemy

o 1/ The only types of property on whncb domestic 1nvest1gat10ns V

‘sre not handled by the Division of Invest:gatnon are patents, copy~
‘rights, and trade-marks, 1nvest1gated by the Division of Patent Ad~.

ministration; and estates, trusts, miscellaneous. property under’

- judicial supervision, and 1:fe 1nsurance pol101es, hendled by the .

1“Propert Division.

‘The Departﬁent of Justlce has’ ma:ntelned 8- separate mlSSlOn ~‘
in Germany to conduct 1nvest1get10ns w1th respect to vested proporty

.whlch is actually in 11t1gat10n.

1323336



ownershlp.” In, other 1nstrnces, where the enemy 1nterest is held
" through firms located in ‘nonenemy counitries, determination on’
vesting actlon may depend on -the resolutlon of 1nter custodlal

: fconfllcts.~f

\\The scope of 1nvest1gat10ns will be still fur+ner

'.augmented if decisions ere made to vest property of addltzonal ‘ Ty
classes of natlonals. ‘It is not unlikely that a" program will

"be . 1nst1tuted te vest property ‘belonging to Germans gnd Japanese
r651d1ng 1n allied shd neutral countries who have supported ‘the:

 enémy cause. Politicel® considerations may also dictate the vest-«

“ing of all prooarty in the United States of nationals of Italy,
Hungery, Roumanie; and Bulgarla, end.. persons - last kncwn to be

'reS1dent in such areas as the Sudetenland and Danzlg. '

Nece551ty of Early Completlon of Vestlng Program -

: Dur:ng the past year the D1v1510n 5 staff has been
_substantially 1ncreased in order to 1nvest1gate the large number“
- of properties. not yet vested. The vesting program is. being
pressed in order to hasteén completion of -the work of -the agoncy
as e whole.‘ Prompt action is also con51dered des1rable to bring
~the vestlng program -as nesrly to completion as possnble before
private trade with Germany and Japen is réstored snd before the
-blocklng program of .the Treasury Department's Foreign Funds Con-
trol is termnnatad. Furthermore, there is the posszbzllty that
the vestlng power maj ceese on the conclusaon of peace trsatles :
with Germany and Japan. :

f

Bu51ness Enterprlses

‘Business enterprises are the most complicated type of.

property on which to investigate enemy ownership or control. ‘
The cases’ still gwaiting complotlon generally 1nvolve 8 search
for .evidence that the ‘nominal - or alleged owner is. acting. ‘for:
("cloaklng for) an enemy. In eéch cese a’ paanstakzng ana1y51s
“is requnred of 'a series of transactlons, the intent of. which 'is .
believed to have boen to conceal enemy ownershlp or control.
-Buch. 1nvest1gat10ns require aMthorough examination of the: files
- and records of the domestic en;erprlse for documentery evndence
the 1nterrogat10n of its: officers and other informed persons,
- ‘and the writing of a full 1nvest1gat10n report. If substantlal ,
proof of’ enemy or nonenemy ownershlp has not been found in the
.United Qtates, similar 1nvest1gat10n must be made-at thé offices
~of - the suspécted owner in Germeny or in the European country in
lwhlch the suspected cloak is reszdent-n 3/ :

N

) S 3/ borelgn 1nvast1gationo.are descr1bed in 'suhéequént.f
'Asectnon of thjs chaptere S : e
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There remaln on the DlVlSlon s docket approx1mately 60

‘cases of business enterpr:ses in the United States in which.theére -
. is evidence to -justify strong .suspicion of ‘substential. stock owner-
- ship or control by enemics. Forty .of these¢ cases heve. been invess
‘tigated within the. United Stat¢s without finding conclusive proof
- -of enemy owmership end are now aqs1gned to the Berlln Offlce for
further 1nvest1g9t10n. :

Personal Property

The program for Tocat1ng and VOStlng enemy 1nterests in.

, 'personal oroperty, 1nclud1ng “bank d@p051ts, securltles, notes,

clalms, credlts, and safe dep081t ‘boxes,  is. based largely. upoq

- the procossing of reports which the public is- required to file

on Form APC-56- pursuant to thb Custodlan s General Order No. 34.°

, Under this Order, .any person. in the United- States ‘who ‘has custody,
:control ‘or posqes51on of any prooorty in which a natlonal of"

Germany or.Japen had &n.intérest on or subsequcnt to :Decembor 31,
1945, is required to file'a report. Processing -of these roports

‘involves comparison with other files of this egency‘and of Foreign
‘Funds Control of ‘tho Treasury Department, 1nqu1rlos by mall to

the reporter or other. informed persons, and, less’ frcquently,
field 1nvest1gat10ns. Where the APC=56-report is found essen-.
tially complete and accuratc, 8 vustnng order is prepared .and
the vesting is effected by simplified: proce&uro. Whére & sub-

pstantlal 1nvest1gat10n has bcon necessary to establ:sh ownershlp,,
“for cxample in ‘closking casas, & separste report I's proparea for
.presentatlon to the Executlve Commlttoo.

As of October l 1946, approx1matoly 12, OOO reports : | “

_'have boen f:led on Form. APC-56, Series A, C, D, E,.end F, which.

cover the types of personal property named abovo.‘ Approx1mately
1,700 of these- reports have been processod and- vésting orders
propared, and 4,100 have been sot eside, tomnorar:ly &t 1east

as cover1ng propcrty not vestible undcr tho Office's present

policiés. Thus therd remein; to. be 1nvcst3gatod €, 200 cases
- .. arising from reports which. haVb glroady beon filed; in: addl—i
‘tion ‘it is expected that another 2,500 or more cases. will bo

docketed by Junc .30, 1947, cither throuvh the volunt ary flllng
of APC-56:reports orf as.c result of the Division's program
(dcscrlbed bolow) for uncarthlng propcrty not reportﬁd. .

fReal Property

Whlle tho Custodlan has hnd authorlty s1nco the es- .
tablashment of -the Office to: vest rcal propcrty, 1nclud1ng morte "~

- gages and 0il and mlneral rlghts, it wes decided -in 1943, as a
means of conservang manpower, to confine such - ‘vestings to prop-'
.GrthS noodod 1n the wer gffort or proportlcs of - rolatlvely
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.‘hzgh value. Largely as .a result of this dec1szon, there remaln

for 1nvestngat10n 350 real property ceses with an approx1mate
average velue of §4,000, Investagat:cns ofv'real .property are

-time consuming, 1nvolv1ng title searches, complex questions of:
‘local law, =nd property appralsals, as well as the determination.
of ownership. ‘- ¥nvestigations of: property out81de ‘of the New Yorki
and Washington areas involve principally correspondence with 1o~

ccal governmental authorities and with private persons such as. /

<agents and attorneys. Title exam:natzons and property nnspec—
tnons are made by ‘the Ret31l Credlt Company at a contracted fee.

, .Undnsclcsed Property

In addltlon to 1nvest1gat:ng and vestlng personal

 property and real estate covered by reports f:led voluntarliy
' on APC-56 forms, the Division Has inmugurated a° "mopping-up"

~program for uncoverlng German and’ Japanese assets wh:ch have

not been reportéed to the Office because the persons who- ‘should .

‘have ‘reported were either 1gnorant of the reporting requlrements,
.ungware of enemy 1nterests in ‘the property, or des:rous of con= ;f'
cealnng the facts. :

As a flrst step in this program, the Division. is: check-
’1ng all important sources of information. in the Unjted States.
These include: (1) 1,300 of-the 1nvest1gatnon reports prepared

by the D:vnslon before the ageéncy had authority to vest. bank - .
- accounts and securltnes, (2) 18, OOO TFR=300- reports on German
and Japanese property submitted to the Treasury Department in’

a census of foreign property in 1941, (3) 10,000 MGAX-1 reports .
filed by residents of Germany with the Malitary Governments -
there on external assets in the Unnted Stateés, and & 81m11ar

: number flled in Japan, (4) 1nsts of 15 000 repatrlates and dew
. portees: and related property lists, (5) censorshap intercepts .

obtalned from the Military Government in Germany at- the rate.of (
50 per week,,and (8) letters from the publ:c and newspaper items,.

Secondly, propertles in the Un:ted States held in the
names of individuals, benks, and compa‘~es resident . in Holland,

" Switzerland, Sweden, and ether countrlee?frequently used by the
_Germans for- cloaklng operat:ons aré béing investigated to ascer-

tain whether any interests. in them are benef1c1ally owned by ..
enemies. This work involves Jnitlally examination of Safehaven . -

:reports, wartlme intelli genee,'and other :nformatlon in the

files of the Tressury, War end State Departments, The names.
of foreign individuals and enterprlses which, from the material

‘ exam:ned appear ‘to have” ‘been ecting for or controlled by Ger- :

mans are recorded on & uspect List, A check is then made to
determine whether ‘persons.or firms on the Suspect Lnst were -

”repcrted in the, 1941 Treasury census of . forengn property as

owners of assets in the United.States, Complete 1nvest1gat:ons

will. then be made to’ determ1ne whether there are enemy 1nter-
ests in such assets.
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‘Hawalnan and Philzppnne Cases{

The 1nvest1get10n of enemy 1nterests in property 1n the‘
Phlllpplne ‘and Hawa:zan Islands is underteken by the overseas of=
fices of this: egency ‘on their own: 1n1t1atnve, but. the 1nvest1gat:on
’:reports they prepare are revaewod by .the- D:v:snon of Investngatlon
in Wesh:ngton. The purposes of this rev1ew are to determire the
adequacy of the eviderce obteined, to recommend the action t6 be .
“taken by the Custodxan, and to prepare the vest:ng orders.i In
Hawaij’ only a few business enterprlses remein to be 1nvest:gated,
but there are approximately 800 APC-56 reports, covering all
“'types of vestible - real and personal property, which require pro- .
‘ cess:ng. There reamin for 3nvest1gatzen approxamately 1,600
- cases .in- the Phlllpplnes, of Whlch an estnmated 1 OOO w:ll re-
qunre rev1ew in Wash:ngton. - S

Post-Vestlng Invest1gat1ons"i

The D:vnszon 1s ‘requiréd’ to conduct an 1ncrea31ng
number of. post-vesting 1nvest1gat:ons. Many of these investi-
gations are required. because of :the f111ng of title and debt
claims with the Office end the initiation of suits aga:nst the
Custodian. - Other, 1nvest1gat10ns are requnrod in connectlon W1th
*sales and 11qundat10ns of vested propert;es. : :
: ) -

‘;thle Clanms

An lncreasnng number of tltle clalms w:ll be rece:ved
by the. Offlce as & result-of Public 'Law 322, -dated March 8, 1948,
. which permlts the Custodlan to return property to nonhostlle -
-forelgn natlonals. o E T : : R

. T:tle claxms leed W1th the Offlce are of two klnds
) (1) "uncontested", where the Office. ‘does’ not question the claim-
ent's ownership and. "nonenemy"- status, ‘and (2) "contested"," where
the Offlce dlsputes ‘the claimant's alleg&t:on of & title- interest
or of ' nonenemy -status. It-is. presently planned that -the D:v1—‘
sion of Investzgat:on will mgke the initial ‘exsmination. of all
title ¢laims except those 1nvolv1ng patents, trade-marks, and
copyr1ghts. -The Division will recommend to the’ General Counsel

- rwhether .ckaims should ‘be contested on .the baels of an ex&m1na~

tion of the agency 's. files,’ consultat:on w1th ‘other Governmént

“,agencles, and certlflcatzons received from forngn goveérnments

" on the status of claimants. Tf it appears ‘that the cla:m should
fbe contested, the Division will ‘undertake a - completo 1nvest1ga-
“tion within the Un:ted :States and ‘possibly abroad to marshal -
,'evzdence to substantlate the position that the clalmant is. not
"the ‘true owner” or should bo regarded as an enemy.

L
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) Debt Clalmo ‘: :-}Q ,"'»3. _' IR r”[: .,

As E:¢ result of Publ:o Law- 6?1 dated August g, 1946 the
Custodlan may now pay out of vested property the debt. claims of
.certain classes of .persons ageznst the former. onemy owner of the
,property.» Questnons will erise &s to ‘the amount and va11d1ty of
& debt and as to the. ownersh1p by the alleged onemy debtor of the .
property vested ‘in his neme.. Such questlons w111 probably be re- .- -
‘ ferred to thns Division for investigation. .

B

eProspectlve and Pendnng Lntlgatzon

The - D1v1810n has cooperated closely w1th the Allen Prop—lv
o erty Sectlon of: the Department of Justice by conduot:ng 1nvest1ga—
- tions required dn’ the -defense. of . sunts agalnst the Custodian. In
addition, ths D1v1s1on makes re-lnvost:gatnons, usually in Gormany,,
~ of important. vested cases, espe01ally such business, enterprlses as
" General Aniline & Film Corporatlon, where 11t1gatjon is’ expected
but has not yet been 1nst1tuted. ~

”SeleSWand:anuldatlon o . g,.'d~ - s t,_; .{‘

- The b1v1810n also makes 1nvest1gat30ns 1mmed1ately prlor sl
to the sale of vested property ‘or the dlstrlbutlon by vested enter-
. V . prises of the proceeds of llquldatzon. Pre~sale investlgatlons of .
o : vested enterprises.are made to insure thet all enemy interésts have -
' .~ been elimineted &and. ‘thet all testnmony and’ documentary, evidence on .
: ownershlp or control has been obtained from the firm and those ag-
‘socigted with it. 'The Division also conducts 1nvest1gat1ons to f
determzne whether prospectlve purchasers are qualified to purchase..
‘vested property. Before the distribution of assets of vested com-
. panies in 11qu:dat10n & final check must be made to 1nsure that
. .distributees whose holdangs ere not vested are the benef101a1
owners of thejr 1nterests. . '

Fore:gn Investlgatzons

) Eerly in. Apr11 1946 the D1v181on of Tnvestlgatlon estab-f
llshed a staff in Berlin; Germany. -This staff is formally attached
to the, Off:ce of Nhlntary Government. ‘for- Germany (U..8:) as the - _
Alnen Property Custodian. Sectlon of the External Assets. Branch of I
the Finance Division,.but carries on its activities autonomously on - -
the ba81s of . 1nstruct10ns rece:ved from the Woshlngton Offlce. The
high degree of. cooperation. which- hes: developed between -the Allen
Property Custodian .Section ‘and other sections of the External. As-
-sets. Branch engaged in similer work has been of- greet value in o
flnd:ng and utllnznng ev1dence of German ownership .of property in
" the United States.. The. staff is now 13m1ted by OMGUS. to ten, com—‘
posed of six attor*eys and nnvestngators, two translators and two vf?
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‘stenographers.' German civilians have been assigned: to the Section
by the Finznce D1v1s10n for typing end translatnng.ﬁ Curréntly, the
:0ffice is request1ng the War Department to author:ze an inereass in
the personnel celllng to twenty... : »

Espend1ng on the type of case, 1nvestlgat10ns in Germany ~
-involve finding and examining files end financial records of ‘the -
German person or firm- suspected of being the owner of property in
"the United Stetes; locating end interrogating company officials
end other persons who may be informed on the case, and searching - ‘
the files of bureaus of the German Govermment, churches,and local _
governments. Emphasis is placod .upon obta:nnng documentary evi-:
dence in such form that it will be. edmissible in American courts,~
wherever possible, signed statements are obteined from Germen
witnessess . : '

' Invastugat:ons with rGSpect to unvested property aré’ .
necessary when evidence evailable in the United States does not
permit finel determination of the beneficial ownership of the
property. Wzth respect to vested properties, ‘particularly. patents

- and business.enterprises, they are required to obtain additicnal
evidence for use in prospective litigation, particularly where =

- the nominal owner of the property is not a resident of Germany v"'
and. is belleved to be e cloaks Such. investigations. are made

. prior to the filing of & syit. in order to teke adventage of the -
present avaalablllty of witnesses and  documents in-anticipa-
-tlon of future freedom of communication between. the .suspected
German ‘owner and the probable plalnt1ff agalnst the Custod:an.

Tha Berlln Office of the Division: covducts 1nvest1~f“
gatzons for the Division of Patent ‘Administration and for. the
Estates and Trusts Section of the’ Property’ D:v1s1on. Inves-“’
tlgat:ons with respect to.estates and trusts are made to° de-
termine whether a.legates or benefnc1ary is alive or desd and.
to obtein 1nformat10n about hzs he:rs, relat:ves, and family

: genealogy. :

In add1t1on,bthe forengn staff of the D:v1s:on pro-
cures ell 1nformat10n regardlng enemy assets in the United o
States which comés to its attention through the work of the
‘Militery Governments of the four occupying. powers.. : This 1n~»’ -
formation includes censorship intercepts, MGAX-1 reports, and .
;analyses of leads found in German Governmeﬁt records.. ' .

. B
e
ST

323342


http:vilj.e.ns

) ﬁﬁ \(“W.» _v%:

% REPRODUCEO AT THE NATi'O m. A FOHIY

S Itds estlmated ‘that the followxng unvestngetlons on
property in. the United States will have to bé mede in Germany

L T Number of
T:&fpe of ,.pzfqp.e_rw investigations
Unvested busaness entarprlses ...""‘40

" Unvested réal and personal . = | o
property og.o?gfoc{co-o{-nncfc; ;”100 )
- Prospective litigetion, chiefly '

Jbusiness enterpfises wiseeseses 50
Estates and trusts sessrears e 400

P&tents }ooooﬁaooiconttoutoooooar :f 35  o

Total.;.;.. ; 625

, As yet the Offzce h&o no personnel in. Japaﬁ or in .
' noneriemy’ European countries: The need for at least-one 1nves-
. tigator in Japen is deily becoming more. evident. - There is also -
a substential amount of investigative work thst could- best be

done in Switzerland end the Netherlands by an exper~enced repre-‘fjf'

‘ sentatnve of the D1v1snon.‘

323343
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. r ,lnqus a}:on'ns ass:gned

. the responSJblllty of supervns1ng the lnqundatnon of vested: busis’

' ness enterprises not contnnued i ¢operat10n EK g01ng concerns," and
the additional - responszb:llty " mdnaging “end sell:ng real estate, X
~mortgages, -and . tang;ble parsonal property.v It operates through two
sections: - & Kesl Estate Section located in Wash3ngton ‘end a

-L:quzdation Sect:on 1ocated 1n New Ybrk..;a T

Real Estate Sectzon

Act3v1tles

The Real Estate Sectzon is respon81b1e for the managq-rﬁf.”‘
ment and -saleof 'all -vested real propertnes and for the servicnng
‘and sale’ of all’ vested mortgages. In, addltnon, =k}
.:end lﬁquldates vested real estate holdlng compahnes-. ,y.‘gip

Immedlately after & case :s a581gned te the Sectlon, \
-certifled con:es of the vest:ng order &re~served on all'anter-;,

‘Llocated. A managlng agent is. appoznted to collect ren
" statements-of: unpaid- taxes, and keep : all 1nsurance pollcnes 1n :
. force. .A fee appraisal is’ ordered to detérmine the. velue of the 7 E
3Pr0pertzes ‘which ere to. be ‘offered for immediate’ salev Nofices 7371v?¥5"
of sale are prepared for publ:catlon Am newspapers hav1ng a’ R
;general c1rculat10n in the. .ares whcre the propsrty ‘Is; 1oceted.v -
After bids-are-opeéned end-anslyzed, & recommendation isimade, .
"to the- ‘Custodian. regardzng the acceptabil:ty of the best offer
‘recelved. , A e o : A

A The admlnlstratnon of real estate whzch cannot be
ﬂdnsposed of by . 1mmed1ate sale requnres close superv:szon to

" dnsure that maxlmum income is. rece:ved thﬂt property 18 ma:n— ‘

‘tained so es to:protect. it:from: excessnve deter:oratlo‘, that

'taxes are -paid-es they. become: due, ‘and, in:the case of 3mproved

,propertles, that adéquete. insurence. is: me:nta:ned in force.-;;.nv['” S

Thé ‘ketivities with. respect to texes.end Jnsurance are added.p
= funct1ons arlslng from Publlc Law 6?1 cf Auvust 8, 1946.(

The serv:clng af mortgages that cannot be dnspcsed
:of by immediate ssle requ:res close- superv151on to .insure. that .
-1nterest and principal payments arewreca*xad in accordahte .
- with ‘the. contract, that taxes are paid currently by ‘the mort
gagor, and- that . the" mortgagad property is’ covered by 1nsurance
in en smount. sufficient to pay the oblngatzon in. ‘the. event of -
loss or damage to “the property.. Where mortgage payments .are. .
" not maintained by the obllgor in eccordance with the oontract,
‘foreclosuré s recommended and request made that Y receiver

' tMammmmm if ijf?7H-,-‘ pﬂ _« .323344
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: been ass1gned to superv:sef
from each bus:mess adequa

future sale 1n that sta H"
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Lo vclent cffers rece vea.
2+ In process, advertzse-
g.;ments released to .




go:ng 6oncerns.
5and sale of tanglble personal property"

;are on the %est Coast.

:Classes of “roperty HandHed by the Sectnon

_ _ The vested property presen,,y referred to the Sectlon
A~falls Jnto three main. classes.¢ ' S S T

~I}; Vested stock 1nterests in domest:c corpora ,
- tions,. rangzng up to 1007 of' the outstand:ng
. StOch : ‘ ’ - L

e ’Un:ncorpor&ted enterprlses such as promrxetor~"
' shlps, partnershlps,zgnd doneat:c branches of
enemy corporatlons. S :

"'tates formerly owned by 1nd1v1dual enemy
natzon&ls,‘nnc’udlng personal property in:
“estates and trusts vested by the Custodlan e

7 and aCSJgned to the Section far lnquzdatlon. c

. , The Sectzon
.superv:slng of certnln

pfoperty not vesteé but ubgect to control”\‘
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i ,T REPRODUCED AT THE NATTOR:

fpubllc offerzngs or. through negotnated offers,*whschever metho
¥5 détermined to be-ts the best interest. of‘the ‘Custodian: and
vlnkely to- yield mAximum p roceedSo collécts .end- reduoes to- cash‘

- &all,receivablesy c191ns, end- other assetsy val:dstes clgims. ‘again
n’the corporat1on,¥And effécts settlem”n%‘thereof -dissolves.the cor
poratlon, obtalnlnguan aporoprlate shlutlon order ‘of.the . Cus.

-todian; distributes’ the proceeds of liqu:datnc paccordzng Q" ap—V

pl:cable State and Federal laws-'and prepares o 01051ng report.“z:-.ﬁ




' T.September i, 1946. i

R ‘ oALES PRQGRAM --The sales program of the L1qu1dat1on E
‘tSeotlon w:th respeot to tanglble .property has been substantlally
i\concluded. .The' prlnclpal tang:ble propertles now. remaln1ng to. be
'ssold ‘can be c1a531fzed in the follownng wwo. groupsn S ~

LA

-1 'Mnsoellaneous lots of Jewolry, palntnngs, :
'V_‘fand household :and perqonal effects contained
" in 17 estate end trust ~vestings, ‘having an = .
'ggaggregate value of apprOx:mately &35,0@&. o

';2,nvvor10us 1ots of steel materzal and equ:pment
L 'dncludong a 1arge blllot mill, &1l heretofore
"~ placed on public’ sale, but w:th :nadeouate

",offers recelved.~ : M

,

”fBecause of the d1ffer1ng types and locatlons of the porsonal prop-
~erty 1nvolved three publnc offer:ngs may bo requnred to effect
fthezr sale.t ' - : A

: . It 1s expected that additzonal property w1ll be referrod
%0 the Liqu1dat1on Sectlon as- a result of . new vestlngs under tho

- APC+56 reportlng program end. the dzstr:butnon of” tangnble proper- -}
, t:es from estates and trusts 1n wh:ch nnterests have beon vestedy;“

_ OTHER CURRENT PROBLEMS.—-The anuadataon Seotnon 1s’now5”‘.rA
imitiating a’ program of reviewing unlnquzdated foreign assets‘and;:~ ;
- unsatisfied’ forelgn obl:gat:ons -of _the’ remaznlng nncorpo x -

;unlncorporated enterpr:ses. Personnel of -the uect1on are‘also
. ealled upon to' prepare memoranda for the Vosted Property Clalms
1Comm1ttee and the Offnce of the General Ceunsel conoernolng cl

"North German Lloyd‘ an‘ yzs concluded»

élian Liné,

; so utlon orders have been 1ssued 1n 36 cases up tO*;.P'
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The New"ork staff subject to revnew by the Operation o

y fand Prospectus Section, ‘directly supervases busunesc enterpr ses,h‘f""
‘fcontrolled by the’ Custodlan which; because of locat:on' ' ,,

rsasons,‘;aqulre Jmmednate supervzs:on from New York. ,,n addl—'

tion, the New York. staff sells m"scellaneous stocks and‘bonds ‘held -
:by the Offlce.fgiv = =

N

v ~ The Terr:tor:al and Insular uectzon performs dut:es Lo
frelatlng to the actzvntnes of.the Hawa:pan and Phllipo ne: Of ices:
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‘ﬂpatsﬁts df corporations owned or controlled by the Government bef.i“
'made available to “the. publlcjﬂ P0°51b1y three'enterpr:ses can’be
’”as thns is accomplnshed. The largest of these ds j‘

~( 1ts patents on a nonexclus1ve S
Another of these compan'
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_Unlted Nations, and second for gon°ra1 use:, ﬁ‘
. GStS. . P . .

.. ceal thei 1nterests 1n‘Un1teduStateS'patents. T4 [ T.
zi'ev1dence avallable 1n Europe w111 enable nuch of thns property to

IJtefest Anal's_s Sectu

.fthls D1v151on. ,u”'
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oo : To th:s",end
“«pol: cy was adopted: for"
’ ‘}éncum‘oered by Aﬁerl_‘an
. petents.afe granted ‘on |
the< Dzwsmno they are
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»try. Coples are also ava:lablé for Durchase by the. pu‘,A

w;cal aid 56 small ndustr:es and sub—contractors and s:nce the : ‘ B
term1nat1on of host111t1es, to veterans. LT

. f101d4aot1§1t105 have been curtalled' but the Sectzon_dontlnuos
Lu:to functlon from the Washlngton Offzce.

' 01tlzen,_hav1ng contractualurlghts in’ vested applicat1ons are: ‘771 o }f]
protected"‘g Gria o et _,‘;ﬁ o Do :

e Whlle""if'T‘”’ ”"’,f77w“i 5 Wers seize f" 2L3'“1,;ﬂh
control over.a.,A S

. Enemy 1nterests‘1n contracts 1nvolv1ng Unlted States R
patents have\been vested (1) to secure control over the pa_ nts vl
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‘of opinlon ‘oh- rnterpretatlon of ‘the contracts worked out. In .
| . meny cases the - American’ partles de31re to renegot:ata'thezr con-r«

enemy, (3) to prevenf fortu'téus galns to Amerlcan llcenseeé

and assngnees, and (4) to cerrect unlawful or undeslrable provi-‘\ %i1"

The mcre than 600 patent agreements in thch‘lnterestsfff

‘have been vested are belng esdministered by the-Patent Contract

-Sections Many 'of the. agreements, ‘same:: -of whlch are parts of 1n-:'"

‘ternational cartel arrangements, are belleved to contaln provi—

.31ons illegal under the" antitrust. lews: A number of cases’ have:

.been referred” to ‘the Office of the General Counsel ‘which in
turn . tes submltted certain cases to the Department of. Justlce
for con81derat10n of probable antntrust vaolatlons.‘;irﬁl

. The patent agreements 3nvolve 8 substant:al amoun- of
adm:nnstrat:ve work in correspondence and conferences with the
Américan 0artzes. noyaltles must be - collected and’ dlfferences

i

tFacts; often to. clarify their rlghts'to permit’ them to. take. full,

advantage of the revival of 1ntern tional’ trade.~ T som ;1n-.">
',stances negotlatlons are in process for: ‘the' termlnat1on_of con~ .
tracts.’ Sugh, termlnatlons would. free.the Off'ce to 1lcense.theiwf“"
patentsf1nv'lved 6 all comers on ar royalt”-u '

'cept ‘as an’ investment” from whlch there would be a8 reasonabla :

developed patents. Such work req ired expendlture oﬁ\ ’
able sums of ‘money, which. ordnnarlly could not be Justlfled ‘ex=

prospect of return.)‘
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:thls'agency, by -ﬁ'V

' ;Treasury,

,ilrepresented.' Ianebruary 1946 a. deflnltlve pollcy on japtlﬁe .
;1vpatentsuwas establlshed by the President‘s epproval of recom-vj'
;{mendatlons of the ECEFP. s . R e

1‘cénse them on - nonexclu81ve royalty-free'
;ba81s, ‘or 'use other techn1quesit Scul ¢

;:b; Cencel any exclus1ve llcenses held by
o such f1rms under vested enemy patenbs and




Véstlng of copy ght 1nterests was orlg‘"

to (1)kworks subgeck:
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: lects royaltle'
i.on works not &,

for deflnlte reasonSa
marks have been vested.

X 322‘! - fj‘ SRR R ‘M,_ 4_v:; f"fvﬂﬁ“yi:;,‘:;ﬂ;g “'7A“',}f'i~=
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VIII
PROPERTY DIVfSION
The Property Division reprasents enemy natlonals in court

proceedlngs involving their property or interests, particularly in
estates.and trusts, recommends vesting of such interests, and ad-

ministers them. In addition, the Property Division reduces to

possession and administers, efter vesting, all property not as-
signed to’ other divisions (1argely bank accounts, notes, claims
snd credits, and securities). Cash transactaons of the sagency are
handled by the Division. -

Representation Functions

The -Property Division is charged with the responsibil-
ity of representing in court persons residing in enemy countries
whose property or interests are involved in estates, trusts,
pertition suits, attachments before judgments, and other similer
proceedings. 1/ Such legel representation requires attendance
in court;'preﬁgration of plesdings, briefs, and legal memorands;
conferences with attorneys; and exemination of court records. At
this time the Division is hendling about 2,200 such cases; of
this number, 800 involve Itelien and Austrian nationals. New
cases continue to arise at a rate of about 90 a month, owing

largely to the decease of American residents with heirs in enemy -

countries.

During the period of hostilities representation was
also uriderteken on behalf of persons in enemy-occupied terri-
toriés, but since liberation the Offnce ‘hes withdrawn from all
except a few cases.

TheseArepresentationel functions are. performed withinv
the Division by an Estates and Trusts Section, which hes offices
in Weshington, New York, Chicago, and Sen Francisco.

Vesting

Propenty‘involyed”in Court Progéedings

VESTING OF ENEMY INTERESTS.--In addition to represent-
ing enemy nationels, the Estates and Trusts Section elso effects
the vesting of the enemy property or interests 1nvolved in court

1/ This function 3 was delegated to the Alien Property Cus-"
todien by Section 5 of Exscutlve Order N6. 9193.
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proceedings, At present vestings are largely limited to property

of nationals of Germeny and Jepen. .In addition, property or in-
terests acquired prior to December 7, 1945, by persons in Roumania,
Bulgeria, or Hungery ere vestible; the vest:ng of property ac-
quired by such .persons subsequent to December 7, 1945 hes been
discontinued upon request of the Stete Department. Also at State
<Department request property of Italian- natzonals, regardless of
‘date of acqulsltlon, is no 1onger vested. S

A backlog of 1,410 cases now exists in whloh orders must
be issued vesting the interests of enemy nationals. As long as
- the Custodien's power to vest the property or 3nterests of enemy
_ nationels continues, addltional vestible ceses w111 be received.
-It is estimated that during the present fiscal year approx1metely
1,000 new cases wlll &rise. :

. Subsequent to the issuance of vesting orders it has
been necessary to refer many of the cases to the Department of
Justice to enforce compliance. -These cases present involved

- legel questions which require: consultetion with the Department
of Justice concerning methods of procedure to be followed end
the position to be taken by tha Government in each cese. The
Division also assists in preparing all petitions, briefs, and .
other documents in these cases for submission to the courts.
There are presently pending in the Department of Justice 650

. cases referred to it to enforce compliance, in all of which the.
attention of the Division is required from time to time.

VESTING OF COSTS AND EXPENSES.--As & result of the
‘Division's representation on behalf of persons in enemy=-occupied
territories, a total of approximately 3,000 cases accumulated in
which the issuance of vesting orders was required to cover costs
and expenses incurred in dlschargnng such representational duties.
At this time there are about 400 enemy-occupled ceses on hand in
which cost—Pnduexpense vesting orders may have to be prepared.

- The issuance of cost-Pnd—expense vest:ng orders, of
course, is not necessary in enemy cases where the entire enemy
interests are vested. There are approximately 800 cases, however,
in which the Division has represented the interests of Itelians
and Austrians. Costs and expenses will have to be specifically
vested in these cases if it is definitely determined as & matter
of netionel policy not to vest property in this country belonging
to natlonals of Italy and Austrla.

Estates and Trusts Not under Judlcnal Superv:slon

The Estates and Trusts Section has elso been assigned
the task of vesting Gormsn and Japanese interests in 1nter—v1vos
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trusts and testamentary trusts not JuaJCJeily s&perv1éed. Pending
at this time are 784 Form APC 56, Ser:es G, reports coverlng such
1nterests.

In many cases it may be necessary to petition the courts
for cornstruction of the trust instruments. Since accountings have
besn suspended during the war, it will be necessary to obtain ac-
countings for this period and to analyze them carefully before
vesting orders can be prepared. At present a study is being made
to determine more fully the problems involved.

“Life Insurance Policies

‘The Division is responsible for vestlng and administer-
ing life insurance policies. It has received to date 3,168 Form
APC-56, Series H, reports, each of which relates to a 51ngle ih-
surance policy or similar contract in which German or Japanese
nationals are either insured or designsted as beneficiaries. It
is expected that considerable investigation in Germeny and Japen
will be necessary to obtain evidence on the continued existencs
or death of the insured or bensficiary under the policies. This
evidence is required prior to the issuance of vesting orders in
order to determine whether the principal of the policy or the
cash surrender value should be vested. Pursusnt to instructions
of the Custodian, 'a survey is being conducted outside the Prop-
erty Division to ascertain the problems presented before the
institution of en insurance progrem by the Division.

Reduction to Possession and
Admlnnstratzon of Property

The more 1mportant type° of property administered by
the Property Division ere interests in estates end trusts, claims,
bank accounts, securities, and jewelry and other valusbles. 2/
In eddition, the Property Division performs certein recordlng”
end administrative work pertalnnng to all prcpertles essigned -
to other d1v1snons.

These functions of the Division are performed largely
by the Depositery Section in Weshington. Certain functions--
principally the reducing of bank sccounts to possession, and
collectign of cash from properties administered by other divi-
sions. in New York--are performed by the Custody .and Clearsnce
Section, locsted in New York. : :

2/ Actuel sele of securltles is mede by the Division of
Business Menagement end Control, and of jewelry and other
valuables, by the Division of Real Estate and Liquidation.
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.vGenéralADeSdription of Functions

Tne Property DlVlSlon serves all vestlng orders covering

" property assigned to it for administration and takes any further

steps necessary to secure turnover of the property to the Office.
When turnover has been secured, the property is-audited..

‘'The Property Division prepares credit edvieces on all
roperty vested by the Custodian. These advices are sent to the
Comptroller's Division for entering the vested properties on the
books of the Office. All securities and similar properties
vested by the Office are processed for registration in the name
of the Custodian and are then placed in the Federal Reserve Bank
or temporarily held in safekeeping by the Division. Receipts of

‘cash income and principal from all vested properties are col-

lected by the Division. Advices on such receipts are sent to
the Comptroller to be recorded.

Property under Judicial Supervision

The numbe