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!he p~r1odfrom' 1~33.to 1940 marked' th~ e%odu's of veal th .to . the.uni t.ed' 
. . " .'. . :,", '. . . . '. ',.', 

Stat~s from tore1gn co~tr1·~s. part1c:uiar1l; thoie'v1 thin the lCuropean.Continellt. ' 
: ':. .' :".. " ",' . . ',,' : ~ ;, ' ~ , "".:'::-.', : L; ,'! ".: ","" •• :,':' : ' , • 

Slirul.taneouall vi th the r1 se. of in tler. tl:i,ere vas' apparent a gradUal. shifting of 
, , ' ' :.," " , ~' .. ' , . , 

" 

credit and inve8t~elltit~·tbi. ~OUlltr.r~· 8ecUr1tie'~ and ciepoi~ti came ill large
. . • " , ·.f - , ,,' . ", ,.... . •. " , . . 

,qwint~tfe8i. ·l1r~t. .~h\,;8J. thcri.'Il~, from' 'the. ~eoP1~ vit~n .~~f .th~n .from;: 
- ~ -', "f. ' ':' ~, " " t. " . ( " ' '. '. . • .' • -

th~ pe~ple'Jn :t;~'c~~'~r1~B ~e~~h~O~~'%ig Ge:~:~~:~ vb·.~eri in the"p~tho1' German 
• • • • • '., '.' '"'. : .' - ­ ., • ' • • ,: "" ,.' • ~;' if~' ,.~.", ',.., '••• 

e,g~es~ioll: ·ahi'~b.en:f~k.\~~\~':~rDmehil; ;~/ ~en~rai ,be:nk~ .o{:thes&' ver.rccUntrle9~ ," 
,.,r ;")-~'\~;;:":'.'-'.J,~:"~~;,,, .':'::, ~~::\"".:,(~::',:~:.::..{.~,: ..:; ~ ..:".>~";;>,"1 .. "< "':'~;~,~::):~.,~':.,.~,'~:,~'d ,.'~ ,,1:'1. ~':'. ~"." ~,:, .~. ~ " -:", 

.'In Ssp,tember,.·1939.ivar·.. 'tiroke.'out:in' .,EliroJ>:e.; '!r:Qe EUrOpean I~ tuation vas,
'. <~: :".'>' . ':' ..... , ; ,/.... ,,:'':' ... " ..:";'..:' ,;'. ':' '<. ", . ~::' .' .,' 

.. ~ute~' GermaJr:tacti~.sof: aggressio~.vere alJ.'es,.di kilO\ill.·to thi.B goul'1;l.!Ilent. 

~;~~t8'Y~re i~'P~~S'~:~'Si:Oh:::~~,'tJ8g~~e;Dnent: tti~~1be ~~~~,~. ~hr .'their ~ '.. 
ent~~e"1nt~' ~:'ec·~'~·sio~~a·•.: i~~ce'dthe 'r~~iden~:~"Of,'c';eChOslov~a to t,irn over, 
~'., .~ '. ~ "< ", """ ,;: , ' ". . ,,~ .", '.. ~ ;.: ,.' ". ' "," , ,,:' ... ':'.. "l':" ,'" : . 

to, th~" twi.da: they owiied.in:tbe Uirl ted, Statea.,'l'hfB fact, ,coupled wi th' th1 B'. ,".. ' ";'.> . ',' .' '''''~''. J .' .' :.: .. ' ,"", :'" ". ..' .' ,.' ,..,. 
gOve~Iim~~~;., reC:'f1,;~o~,~he:t'1~: the'pas{ .t~~:}e~8: it hadbeCOin~ t~e' ,arehaven 

for~ ~o'pean v~thi .ca~~ed th1egove~iunent 'to 're~ine: t!le, toois~t could use " 
.~ , , : ~ . .' I· ~ 

to' gunrd,'theae mon.les &D,d. cred.1 te. !h~ docume~is perta1~ng to the- lo-called' 

~,re~~~..~g;~~~t.r~~~ ~d:·~~~f·~e.re:, re1e.gated~o.tb~ ~;,~asuty sares InS~te~ber •.. · 

.'i93a~ ~'~r~ '~aiJ3::,itll:rU.e:d: of!>i: ... " . ',: ...:,'..,,'. 
- .. " ,,' ~,., ',' ' ,: ,~" ,,!: ,~, - , ' -; :',:".: , '. "' .' • 

•. "',On ~rll'e~ '~94~': ~:~1~~~ed';e~ric"~:'~ti~~_ On .April iO.1940.· 

thePr:eBident, lssue~'he:eu:u:ve. Order llo. 8389, as ~en~ed, c0IDl!10~l'referr~d to, 

al'the. 'freezing 'order"_: . !his, action;va~ taken under, Section S(b) ot the ha.ding 
. I' ' ' 

vith th! 8ne* .(ct. &1 ~eri.ded:. and val pro~tll'r~t1f1ed b7' Co~~ea~. It vas 
, f',., .' ...., .,-. . " 

directed tat ardl ih~ pro~ection ot p~pe~tl vithin tlie Un1 ted Sta~ee of .frhn4ly.
• ' , 1 . ".' .. ',.'. '.'.' " 
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&liens and thus con!lrmed 'an 1nternational bel1ef and an 1nternational fal th 

in the lntegrl ty of the Un! ted States Government that 1 t w111 protect. Iaf'eguard 

and lerve' th9 property even o:t &l1en. that 18 legally and lawtully 1n the United 

States.' In brie:t. it had the e:tfect of freezing in the United States some 

$92,000,000 o:t Danilh assets and $175.000,00001' Borweg1an assets. Tratilactionl 

relat1ng to thil property were prohibited unle88 permitted under license by the 

Secretary o:t the Trea:sury. J.a a restU t, Danish and Borweg1an property 1n the 

'Un! ted State. was not pendtted to become pert of the :trui t of Germany's conquest. 

Germa.n aggreesion cont1!r1led. Parallel w1 th the prq;resa o:t German 8.ggression the 

'United State. took defens1ve measures to protect :toreign assets 1n the United States 

belo~ng to the countries who were the v1ctims of thil aggression. 

Thus. on Mq 10,,1940, the freuillg control was extended to about $1,619,000,000 

of Betherlands assets, .76,000,000 of !elgian assets, and $46,OOO,000'0:t Lu::embourg 

assets. On June 17, the assets of France in the United States we~e blocked; on 

July 10, the alsets of Latvia, Isthonia. and L1thuania were covered; on October 9, 

Buma.nla; March 4, 1941., ];uJ.ga.rla; March 13, Runga.l7'; March 24, YU&Oslavia: and 

,.April 28, 1941,. Greece. 

~e freezing control was thi. country'. answer to the German challenge for 

control of these dollar assets. Through 1ts medium the United States served notlce 

to the world that it bad a de:tinite and direct interest 1n the use to which these 

allets were put and that the Un! ted State. reserved the right to prevent any 

attempted use of auch asaets 1n a manner harmful to our clefense efforts and our 

.cono~: that persona who placed their aelete in this country out of confidence 

in our :tree 1nstltutlons and our 1ntegrity will not have tr.at confidence violated 

by our permitting luch aesetl to be wrested from their true owners. 
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MoreOTer. an invasion or other revolutionary change in the poll tical and 

economic life of a country vitally precipitates conflicting claims to the owner­

ship of property. The freezing control .erved a definite function in minimizing 

the liabilities and responBibil1 ties of American banks and other business 

institution. against,the assertion of such conflicting claims pendiLg ultimete 

clarification as to the true ownership of such property. 

1. Internal Otu.ni;a.tion 

During the first period in the operations of Foreign Funds Control, 

the organization created to handle the problem was of a ver'1 in.formal chElracter. 

The responsibility for the administration of the heeutive Order was reposed in 

the Office of the Secretary. An assistant was appointed to the Secretery of the 

Treasury to supervise, its administration; reports to the Secretary were made 

through the Genersl COunsel. Personnel was borrowed from other operating division8 

of the Treasury -- from the Division of Monetary Research and from the Office 
I 

of the General Counsel 
",..

When the freezing control came into effect in 1930, poliey vas 
! 

fo~ilated incidental to the licensing of various transactioJ18. There was no 

pre-conceived idee of which way we were going with respect to the administration 

of the freezing control; but, instead, the policy was developed on the bali. ot .. 

problems which vere presented to the ControlWly in the form of applications. 

The small luulclful of people who initially const! tuted the so-called statf of 

. Foreign lunds Control looked at 'practically eVery application filed, or at least 

e the typical cases in each category. The ver'1 problems were dealt wi th when action 

was taken on a case. Whether affirmative or negative. It vas obviously logical to 
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act on the next aim1lar case in the lame manner and thereb,y vas developed a 

policy derived from the problems submitted to the freezing control. 

Obviously, this vas an unsatisfactory form of organization for handling 

applications and developing policy, particularly as more and more countries were 

corered b,y the freeling control. Camrlex problems increased, requiring the 

concentrated time of ,the top Itatf. At the aeroe time the volume of applications 

increased so that some organization Vas required for their handling. 

fbe initial administrative let-up of Foreign Funds Control vaa 

established on a geographic basis. jpplicationl involving the use of Norwegian 

and Danish assets, regardless of subject matter Vere handled by one group; 

, applications involving accounts of the Netherlands verehe~41ed by another, etc. 

The remitt~ce poliey typifies the underlying reason vb7 it vas considered 

important to handle the problems on a geographic basis. lor example, it vas 

determined that remittances could be made to irance against blocked dollars but 

the.r could be made to Norway only agai~st free dollars. OOviouEly, recittLnces 

made against free dollars were more undesirable from t~e point of view of the 

interest of the Unitea Statel than remittances e!fecte~ against blocked dollars. 

Itvaa important tO,avoid putting free dollar. at the disposal of the No~·eg1en 

banks vhich vere under the control and domination of the Axis. 

, It Vas loon found that the procedure for handling applications on a 

ceographieal basil could not be the exclusive basis for orge~ization lince it 

.became apparent that there vere factors to be taken into consideration other than 

the area involved. We began to deal vith people in the United. States vho vere 

blocked nationals. More and more refugees Were leeking security in the United 

e 	Ste,tes. It made very little difference whether the refugee, provided he was a 

latisfector,r person, vas a French national. Belgian, DIl.tch, lio%'W'egie.n or Danisb 
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nati-onal - if he was a satisfactoI7 person a.nd had 80me money here and. vuted 

money to live it did :not make a great d.ea1 of aense to treet the Norwegian 

cUfferentl)", lIore faVora.bly or leas fsvorably than the Frenchman. There vere 

other problems .ueh ~s thoBeinvolving estates, trusts, and business enter~rises 

1n vhicb nationals of various blocked countries had an interest. Obviously, the 

operation of a French owned enterprise in thi8 countr.y and the operation of a 

lorwegian enterprise lin this countr.y Ihould be treated the I~e way. Neither 

would be allOYed to operate in a w~ vhich would benen t the Axis • 

.Accordingly. 1 t appeared deBirable to JDO.dif')- .the organiEation of 

Foreign IUnds Control along lines which would permit consideration of certain , 

groups of applieations on the basis of type of transaction involved. Groups vere 

or~!zed to treat vith applications relating to purchase and lale of lecurities; 

ships and shipping; strategic materials; etc. As a result, the organi2ation of 

Foreign lunds Control; consisted both of geographic ~ts and tr~aaetional units. 

There was a complete coordination between the geographical groups and 

the type of transacti;on groups. Applications coming before the Control vere :first 

passed through specialieti or experts on geogr~hical areas; they vere then sent 

to the group. who specialhed on special types of t.raneactions. The geographic 

man coordinated the 87tion on the casel 1nvolving the lame area. The transection 

croups in their consideration of the case. coordinated their action on the leme 

type of transaction. unless there were special circumstancel inVOlved vhich 

warranted or made it desirable to treat one case of the Bame transaction type 

differentl)" from another. 

Du.rin.g tbis first :rear of Jore1gn lunds Control operations. an inter­

depart~ental committe~, consisting of top Trea8ur.y, Sttte and Justice personnel, 

met almost da117 to handle the 1I0re difficult problems involved in applications. 
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!he Dw,par~me~t of State actually had a Divillo~ of For~ign JUnds Control vhich 

maintained active li&1,on v1th the Treasury', Foreign lunda Control organization. 

It was particularly important during this tense pre-war period to avoid action 

in Joreign lUnds Control vhich vould embarrass our foreign relations. 

2. lJ,el.d. o:peratiQns • 

!.be Control had to be in a position to function promptly in all 

parls of thil CO'll1lt17, althouch itl activity was largely concentre.tedin New 

York. !he l2.J'edere.l ReseM'e l3a.nk. vere immediately utilhed al the field 

office. assisting in.the enforcement of the freeling controls. Within each 

. l'ederel Be"M'e l3a.nk:there vaB established a apecial departoent to treat vi th 

lbreign lUnds Control problems. In New York. for example. where the major bulk 

of the york Val largely concentrated, the adrJ1niatrative organization Was patterned 

closely on the organization ~f the Washington office of 70reign FUnds Control • 

.Although in the otherl Federal lieserve :Banks the administrative organization vas 

not required to be thUB formalized. there vas at least one senior officer in each 

such bank vho mai:ctained· active liaison with the officials of Fore1g:c JUnds Con­

trol, and who vas responsible for 8Upervi8ing the operations of the freezing 

control wi thln his jurisdiction. 

Applications were directed to the Federal Relerve ~ank in the district 

of the per.on or in.titution desiring to apply for the license to utilize lome 

of h18 blocked auets.l· Through the twelve Federal ReseM'e !arJcs contact was made 

by the TreasUl'1 v1 th the appronm.e.te 15,000 'ba.n)z in the United States, 8Jl7 one 

of which at 8Jl7 time might have a client vho deli red to effect a transaction 

prohibited ccapt under a Joreign ~ds Control license. In this v8;f. all blocked 

bank accOUDh Within the United States vere immediately atfected aa veIl as moet 

aecurity accounta and a majority of aate deposit boxes. AlIO, &n1 cust~mer of a 
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bank. whether or not a blocked. national. could have immediate information from 

his OWll bank regarding his duties and liabilities with respect to blocked 
. i 
propert;y. lI'ew regul~tions or cb.s.nges in previous ones co.uld immed.1atel;y be 

commanicated throughout the countr;y. 

3. illation. with rOrei" Goyernments• , 

~m the very Inception of the freezing control there was active co­

operation between Jbreign lands Control and the officials of the governments-in­

ez11e, the tunds of whose·nationals were subject to the freezing control. In 

fact, during the initial stages of the operations of loreign Funds Control, 

members of its ata!f were in da.ll;ycontact "i th represente.tives of those govern­

ments and discu8sed with them practicall;y every significant application relating 

to their nationals or their respective government's funds. Proposed Jbreign 

lUnds Control regulations were e~lored with representatives of these·governments; 

information which would assist in the operation of Boreign FUnds Control Was 

freel;y·~shed b;y these governments. Although this coope~ation Was effected on 

an in.forrr.al bash, it characterhed th! operations of Joreign Funds Control through­

out i is operation in order to ensure that our controls were being utilized to 

attain the common United Bations objective. 

:8. A!JamSTMT!VE TECHNIQUES. 

fhe in! tial period of 70reign lUnds Control from 'an operational po1I:.t 

of Tiew 'Wae chara.ctert.ud b;y a development and perfection in the regulator;y docu­

ments which constituted the basis for the freezing control. At the outset it can 

be 8aid that the freas:arY Department ~as equipped vi th somewhat cl't:lnsylegal 

tools to carr.y on its ~ork. Refinement was made in terms of the Executive Order 

not oIll7 to meet the r8alities of the situation, but aleo to provide the most 

constructive guide to the public who were affected by its operations. 
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!he following is a diseuBsion of the various types of documents developed 

by Foreign lunda Control during the first year of its operstion. Although the 

torms of the documents Yere modified from time to time during the operations of 

Foreign Funds Contro+. and the ueefillne'Ss of lome even ceased during certain 
I 

periods, thel constituted the basic to('ls throU&h which the Control operated 

throughout its hiltor;r. 10 attempt will be made to aiacun the aubj act matter 

of each document issued d~ng this, or any :other periods of the Control. but 
! ' 

rather to Identifl the twe of document and the circumstances unde!' which a parti­

cular k:1 nd of docume%lt 1s used. 

Two kinds of documents were UBed by' J'ore1gn J'u.nds Control I , public docu­

ments which were issued to the public at large, and confidential documents vbich 

are onll for the Ita:ff of Foreign l'u.nds Control and the Federal BeBerve :Banks. 

!I!he public document. easentialll explain to the public what wal prohibi ted. 

under the freedDg control and enunciated standardB of conduct which ehoilld be 

tollowed by' persons in respect to transactions which coilld only be effected ~uant 
, , 

to licenses. Certain,types of transactionB were authorized in the general licenses. 

Cer~ain transac.uon. were prohibi ted in the form of general rulings. Standards 

of conduct were enunciated in the form of general rulings and public interpre­

tation•• 

!he confidential ,documents recorded for the UBe of J'oreign lUnda Control 

and the J'edeTfl Reaerv,e :Banks what to do and how to do it in certain lituations; 
, ' 

they uplained in IDalIY instances the reason for the policy or the program or 

proc edure requi red a."ld b.Sv and w~ 1 t waa eTolved. 

1. lnb11c DoCuments. 

JJ.thOUCh Section 6(b) ot the Tradin& wi th the enelllY Act and the Executive 

Orders prov1d1Dg tor the freeling control are not public documents illlUed by the 
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, 
Control, it was conlidered usef".::.l to include a diacussion of these documents 

in the general d1s~ssion of "public documents". since they not only constitute 

the basic tools of the Control, but were the primary guides to the public with respect 

to the Icope of the freezing control. 

(a) 	 SectiQn 5(b) of the Trading with the enemy~. 

The lo-called freeling control administered by Foreign Funds 
I 

. Control Iter!mled from powers gr6.Ilted by Co~elB to the President under 

Section 5(b) of the Trading vi th the enemy Act. At first passed in 1917. 

Section 5 was part of a lengt~ act designed to institutenece8SaT,1 controls 

in a then existing war and to further the prose~tion of the war. The.Act 

estebllshed an Alien Property Custodian to vest enemy property. Section 5(b) 

as originally passed was not primarily conceived as a property control 

measure nor even as a measure to immobilize property, aince these functionl 

were delegated to the Oustodian. Section 5(b) was to prevent. except under 

l'Upervi lion, certain trans2.ctions which wer~ not otherwise controlled• 

. Those financial transactions wh1eh directly or ind1 reetly might be of 


advanta,;e to the enemy and 'Would normally be accomplished through usual 


banking channell ~ere to be .p~evented. 


!etwee~ World War I and the inception of the freezing control 
I 

Section 5(b) 'Waatwice invoked to lIIeet domestic emergencies: the po\o!erl 

under this lection were exereil.d to close the banks in 1933 and to call 

in the gold in lupport of theGovernme~tlB gold policy. 

In April. 1940. When pursuant to the powers under Section 5(b), 

the President i.sued the Executive Order freezing the property within the 

Un! ted States of lorw~ and Denmark and their nationall, the provisions of 

Section 5(b) were :lubstantial17 the lame as thos e in 1917. On Ka,.v 7, 1940, 
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Section 5(b)" was amended. Un! ted States was then at peace. There vae a 

reluctance at that time to as~ Congress for plenary powers. and the 

amen~ent took a very limited form. and related only to the control of 

securities. Bo~ever. Section 5(b) of the Trading with the enemw Act. as 

amended on. Kay 7. 1940. Was the legal bash for all freezing orders iBlr..led 

thereafter up to December 18. 1941. 

(b) lxecu~lve Ord~r. 

'~e original freezing order. blocking the funds in the United 

States of Den!!l8.rk and Norwa..v was in the form of an amendment to hecutive 

Order No. 6560 of Janunry 1f t 1934. The f'reezi:lg orders of .A:pril 10. 1940 

and May 10, 1940 were similar exc~pt that the latter. because of the amend­

ment of Section 5(b) of th~ Act. on Ma~ 7, 1940, BPecl!lcally covered 

evidences of indebtedness and evidences or ownership of property. The 

order of }I~ l~" 1940. Executive Ordar 8389, ae amended, also permi tted 

the control of ps..vments to banking institutions as vell as by banking 

inst! tutions. 

Zhe purposes of the freezing order Vere never stated therein. 
, 

In retrospect it .ee~s that that Vas clearly an act of Itatesnanship on 

the part of those w~o vere connected with the original 18~ce. The 

purposes of the Order changed from time to time, and any statement of the 

purposes on one date would have required periodic amendment of our obj ectives. 

Moreover. if our purposes vere stated there would have been less disposition. 

to meet each problem as it aro8e; each decision vould have required considera­

tion as to v~ether it fitted in with the origi~ statement of purposes. In 

addi tion, dif'f1culties would have been enoOllntered in mald.ilg subsequent and 

unanticipated cha.Dge8 in our licensing poliey. 
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Section 9F of the Order of May 10, 1940 r~resents a landmark 

in Government regulations. This provision, which prohibits "any trans­,, 
action for the ~Be of which has the effect of evading or avoiding the 

foregoing prohibi tion' Wal deli beratel,. irilerted to aToid evasion or 

avoidance of the provisions of the Order. It was found' from eXperience that 

as loon as the Government Ipel11 out precisel,. the field of prohibition. 
MtwAIJ . . ~ 
ever,r lawyerS tries to find 80ee w~ to circumvent the purpose. Most 

countries have bad experience with foreign exchal:lge markets and their regu­

lations would close the loopholes. HoveTer, as loon as a countr,r passed a 

new re~Jlation iomeone invented a w~ of getting around it. It was with 

this lesson in mind that. having defined the obvious ways of engaging in 

tr&.lllactions involTinB domestic finance, the proposition was laid down that 

any other type of transaction vhich vas for the purpose of avoiding the 

dee1gn;.ted prohibi tion was also prohi bi ted. 

Section 9F of the Order vas criticized as totalitarian in ap:;n·oach. 

Actually, the provision was Te:-y successful. Although no one waB ever 

prosecuted under this provision of the Order, it was at least explanatory 

-- that vhen reference was made in Sections 9A to 9E of the Order to apecific 

types of tr&.llsactions. no technical inte~retation of the terms Was intended. 

A turther provision of the Order which deserves some discussion 

ia Section ll~ which provides that the te~ national of BOTW~ or Denmark 

'shal1 include ~ person who haa been or vhen there 18 reesonable cau§c 

to believe haa been domiciled in, or a subject. citizen or resident of 

lorw~ or Denmark at ~v time since April 8, 1940. 1 The phrese "reaso'nable 

cause to belieTe· 11 significant. It goeB to the Whole ph!loBpohT of the 
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definition and the theor.1 of the Order. The theory of the Order is not 

that the Treasury vas going out to hunt 'up a national. The theory of 

the Order vas that anybody holding credi te for another, or engaging in 

transactions for another vas going to have to determine for himself 
, . 

whether or Dot the ind1(idual with whom he was dealing was a national. 

He had the duty to block the account and the duty of getting the license' 

before he allowed the tran8action to be consummated. The phrase was included 

to (a) p~tect person8 in acting upon reaeonable information. and (b) give 

the Control the widest possible coverage to allow any person who thought 

he ehould not have been designated as a national to appeal to 70reign 

·!ua(s Control'~d prove that fact or at least re~~t the presumption that he 

was a national. 

'-'he form of the Executive Orders iesued after May 10, 1940 were 

very simple. All countries bloe~ed between May 10, 1940 and June 1941 

were blocked by 
I

'a lingle order which simply stated that it amended 

Executive Order ~o. 8389, a8 amended. "80 as to extend all the provisions 

thereof to or with respect to, property in which" the cOULtryor a national 

thereof, covered, by the freezing order, had an interest. 

Cc) Gjmt.'ml Lic;cnses 

The erea which the Control undertook to regulate was broad. Its 

basic policy immobilized, except under license, all property Within the 

United St~teB of all nationals of evert ccuntr.1 bloc~ed unde~ the Order. 

Rowever, vi thin this broad area weri areas in which but 11 ttle and, in some 

cases, no supervision was nece8sary. !1 a aystem of general licenses 

permi tting certain categories of t:ran86cti,onl in blocked property the Control 
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achieved flexibility, vith a minor burden on American business, with­

out impairing the Control's ultimate power. A license could be con­

tracted or 8%panded by the addition or remission of conditions. Where 

it vas deemed necessary the Control kept i helf advised by means of 

required report~. 

Dazing ~he initial pe~iod of the Control the scope of the 

general license. vere limited with a view to relaxing the controls over 
, 

as amall & .,phere as possible sinee the Control, untried in the field, 

was reluctant to extend the arees which should be free from control for 

a long time. It was only after the Control acquired more experience and 
, 

more knowledge of the pitfalls that it vas willing to let some arens go 

wi th less control in order to control the more importe.nt area.s. Thi B is 

an important aspect of the Control's history and is reflected in the fa.ct 

that grad:uall:y m,ore and more transactions vere being freely allowed under 

general. licenses,. The pat tern vas one of recognizing that it Was not 

im:p.ortant to control the every last i te:71 -- it vas i'!IPortant to catch 

the lerger things•. 

No attempt will be made here to disauasthe scope of each of 

the gene~al licenses issued by Foreign IUnds Control duxing this period. 

The details in this connection have been adequately covered in a confidential 

document prepared by the !:'reasury Department (January 26, 1944) entitled 

"Dhcussio!'! of DoC"JlIlents and Other Matters Pertaining to Foreign Funds 

Control.' The folloving discussion vill relate only to a 8umme~r descrip­

tion of those general licenses which reflect the basic programs of Foreign 

lUnda Control, or vhere the" represent how roreign Funds Control improved 

it.4r~ting techniques. The generll license. can be divided into three 

- 13- 331380 


http:importe.nt


maJor groups: (1) as to partic~ar types of transactions, (2) as to 

persons; and. (3); as to geographic areas. 

During the early period of the Control the gene~~ licenses were 

exclusively transactione.l licenses. The IUbject matters of these license~ 

were covered intHally by general authorizations is sued t.o the Federal 

Reserve :Banks to. guide them in a:cting upon groups of applic& tions falling 

into certain defined categories. For example, the predecessor of General 

License Wo. 1 was General Anthorization No. 4. ~t authorization permitted 
\ 

the Federal Eeserve !anks to grant license on individual application in 

eases which involved. transfer of credit or pa~ente to Nor-·egie.r. or Danish 

accounts in banking institutions within the Unit~d States under instr~ctions 

issued on or after April 8 (there had been previous instr~ctionE with re­

gard to pre-zero transactions) providea Euch credits or p~rrnents were not 

made from Norwegian or Danish accounts in the Un:ted Sta:es. Obviously. 

it was not t~e,pUrpose of the Centrol to atop funds fro~ co~ng into 

bloc~ed accounts. 

General License No. 1, ~s originally isaued. authorized all 

be.nking iDsti tutions to receive payments 'and transfers of cradi t for 

deposi t to accounts held b;.' them in which Norw~' or Denmark or a national 

thereof bad a property interest, provid~d that the payments or transfera 

vere not made from accounts in vhich Borw~ or tenmark•. or a naticnal thereof 

had a property interest. ~e type of drafting used in this document vas 

IUbsequentl: changed. During this period the Control had not yet developed 

the concept of "blocked account", or the "g~nerally licensed national". 

~ere vas nothing b'J.t the terms and the langt.:.a&e Of. the Order to serve as 

the vehicle for expression in the licenses. As a result. Gener&l License 

Jo. 1 Vas requi r~d to be amended as the funds of add! tional' co'lll'itries Were 
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blocked. In addition the phraseology was detailed and involved as com­

pared with later issued documents. 
; 

The additional trans2cticnal general licenses issued in this 

period were concerned v! th perm~ tUng blocked nationals and their agents 

to manage or liquidate property and to meet necessary expenses and taxes. 

Sone. however, covered distinct fields of eonsider~ble importance. such al 

the question oflliving~en8e remittances to blocked countries, and of 

handling estates. 

General License No.3. wllich'licenled payment of checks drawn 

before the freezing date, i.e. pre-zero trans2,ctions. prelenteC!, an 

1nteresting probleo. Initially, this lioense, which was made applicable 

to the tunds of each country as it was bloCked, Vas revoked at the end of 

30 ~vs. which was considered an adequate period to cover checks in the 
I 

'mill." It Vas ~ year before it occurred to Fore~gn Funds Control to make 

suoh licenses expire by their own terms in thirty days, thus avoiding the 

Job of revoking them. 

General Licenses Nos. 32 and 33. whioh permitted remittances to 

persona in territories oooupied by theenecy, reflected the Control l • 

generf~ remittance program during the war. Shortly after the ilguance of 

the :tiret hecutive Order in April 1940, the Division of .Aecounh of the, " 

State Departmentrsised the question of whether the tr~~smission of :tunds 

through the faCilities of the State D~)ertment to Americans stranded in 
I . 

Ilorway and Denmark reC!,'U1red a licanee under the Order. '!'he Treasur.;r De:Part­

ment, ina rep~y :on .April 17, 1940, advised the State Department that it Was 

, not neeauar.1 to .obtain specific licenses for the transfers of reaaoneble 
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amounta for livine expenses to itranded Arne:1.ce.n citizens. since it 

was not desired to have the Order operating to hamper such transfers. 

At that time. this Government Was t~ng to encourage American citizens to 

come out of this area and the Control did not want to put impediment. in . 
the w~ of their getting out. Cons~quently, the Control, rul~d thet where 

'he State Department would handle the transmission of tunds to American 

citizen. it would not interfere wobject to the following precautions: 

that the State Department Ihould look out for requelts that were reasonably 

large and should allO report to us periodically all perlons receiving 

tunds abroad. Initially, this ruling did not relate to foreigners abroad, 

but it was consequently e%tende~ to cases in which the spouse of an Americ~n 
I

citizen Was an alien. 

One of the most tro~ble,oDe problems. politically. and from the 

point of view of prelwure brought to bear. wae the question of remittances 

to non-American,citizens. Persons in ttie eountr,y had acquired the habit 

over the years of sending funds to their relatives in areas which subsequently 
I 

became occupied even though such persons were not Americ~ citizens. In 

the early ds,.,VI o,f the Control. ma.tJy applications for IUch remittances were 

received and for e. lOll& time none were acted upon. resulting in the creation 

of the first lice box". .All applications of' this type were held up because 

it was felt if one a~plication were granted thousande of others would bP.,ve . 

to be alloyed. 

Initially, there was considerable re81ak,nce in the Treasury to 

issuing a genera; license perudtting remittances to this clase of persons. 

e Ms.ny argued that ,no remittance. should be allowed to be made to NOlW~ and 
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Denmark linee that made dollar exchange available to the Axis. On the other 

ha.nd 	a person at the lame time could remit to Germany i teelf, an American 

citizen, after the blocking of Norway who bad a sister in Xorw~v could not remit 

to her; yet, if he wan.ted to Bend moneY' to Hitler himself there Was no law 

against it. The inconsistency of this position was loon recognized and General 

License 10. 32 was 1a~ed in Augu.st 1940 permi tting rem! ttances to non-American 

citizens vithin the blocked area ~on certain restrictive conditions. 

!he importance with which the whole rem1 ttance probl,em was Tieved at 

this time vas evidenced b7 the fact that Presidential approval vas lecured to the 

policy set forth in General License 10. 32 prior to its issuance. 

!.be original ,General License No. 32 contained 80me of the following 

conditions to perm1tti~ the remittances: very small amounte could be remitted; 

only individuals resident in the U. S. could make such remittances; the 

remittances could on11 be made to relatives or dependents of tbe lender; they 

could only be made by individual.• who had resided continuouslY' in the Unite~ 

States for one yeer; no remittances were permitted from blocked accounts. 
u 

General Licen~e No. 33, Which was iss~ed on September 10, 1940, provided 

for the remittances to American citizens residing abrced. Prior thereto the State 

Department had been handling all these remittances. 

General Licenses los. 32 and 33 were subsequently amended on February 1, 

1941 and the remittance area was further enlarged on the basia of experience 

during the earlier 8ix months. For example, it was provided that the renitter 

need not be a re&ident of the United States and that the recipient cf the remittance 

no longer had to be a relative or a dependent of the person here making the 

e 	remittence and that the rem.! ttance amount of $50 Vas too small. A major change 

val to permit rem! ttance's from blocked accoUnte to provide for ~he non-American 
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citizen abroad who had no relatives in the United States who could make 

gratuitous remittances to him. There were certain restrictions attached to 

remittances froe blocked accounts, the most significant of which was that 

if ruch funds we~e used to make a remittance to persons abroad the dollars 

had to be credited to a blocked account.' In other words, we were willing 

to allow blocked dollars to be used here to sustain a person in Denmark 

if the Danish banks were willing to take blocked dollars. 

General License No. 26, issued on August 8, 1940. is the onl~ 

license ieaned du!ing tr~s.period wr~ch deals with a clase of persons 

rather than a type of transaction. It provides that an American citizen 

returning from abroad whose accounts were preivoull~ blocked because he 

relided in a blocked count~ was accorded the 8~e status as if he were 

not a national of a blocked count~. This license constitutes the first of 

the genera117 licensed national concept which is reflected in the later 

issued document, General License No. 42. 

The geographic general license was not issued until after the 

free:ing control vas extended to the rest of the world. At that ti~e 

the lo-called 'neutral general licenses" were issued Which Will be dis­

cussed below. 

(d) General Enlincs 

!he general rulings define types of transactions prohibited or 

permitted under the freeZing regulations. A tew rulings were answers to 

inquiries and verewholly interpretative. 9ubsequentl~, the functions of 

lueh rulings were carried on b7 ~blie Circulars" and 'Public Interpretations." 

Some related to te~ora~ lituations or to matters important to only a few 

personl. Others, however, 'ere the medium through which were instituted 
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broad programs of the Control. In fact, during the initial period of 

the Control two of its most important progl~s were inaugurated through 

the device'of the gener81 ruling: the eecurities control program anc the 

currencr control ,program, which will be diecuued in greater detp.1l below. 

hnere! Bnling lio. 4, which was amended May 24, 1941. deserves 

lPee1al comment iince thi s Ruling repreBented a traDllation of the knowledge 

accumulated brFbreign Jbnds Control since its inception. This public 

ruling let forth the definitions of certain basic terms for which Foreign 

lunds Control could hold the public accountable hereafter. !.here were some 

16 defini tiona in~luded in thia Bnling dealing vi th wch terms aa 'the Order", 

'license",. 'blocked count17', 'cenerally licensed national'. 'blocked account' 

and 'banking institution'. In fact, lome of the definitions anticipAted the 

.xtension of the freezing c~~trcl to the whole world. an act which took 

place in June and July ot 1941. 

These definitions were issued on May 24th instesd of waiting until 

the Control was actUally extended lince it was desirous of getting the public 

acqua1nte~ with the terminology before the .aJor ItepS of e.tending the C~ntrol 

was taken. In that way, it Was hoped to aToid a .dual confuaion - <.) a 

contusion due to all the new terms, and (0) a confusion incident to a wide­

~read extension of the freezing order. 

In addition, this Ruling iSlignificant for the following provision 

tl1'be Secreta17 of ~he TreasU!7 reservel the right to exclude from the operA-tion 

of any license or from the privileges therein conferred or to restrict the 

applicability thereof with respect to. particular persons, trans~ctions or 

property or classes thereto. Such action .hall be binding upon all persons 

receiving aet~ notice thereof or construCtive notice if in any case notice 
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U' filed plirsuant to the provisions of the Federal'Regieter .Act." This 

• provision Was a'milestone in the admi:li strative tho"Jght of the Control. 

!efore the document was,lisued the Control was of the view that it bed to 

veigh and balance the class of. persons who woul~ b9 a!fected by a proposed 

ceneral licensee: If the bulk of the people fa'.li.n.g wi thin the general 

license were good the ceneral license was issued, although certain da~erous 

persons might ther~by incidentallY obtain the aame advantages. Initially, 

it was the'view that dangerous persons could not be excluded from the license 

except to the extent that the tech.n1cal l~e of the document might carve, 

out certain eategories of them. The above provision attempted to meet this 

problem directly. It followed the theory that in accordins a priv.11ege to 

a category or class of persons the Control could feel free to accord that 
I 

priv11ege to a class and on an ad hoc basis deprive other persons of these 

prl vileges without carving them out expressly in the document. Actuall~·, 

this constituted the first Itap in the evolution of ad hoc blocking which 

will be discussed in greater detail in the follow:.n.g section of this history. 

Ce) Regqlation 

':he Treas'.ll'y issued "Reg-Jlations under Executive Order No. 83SS:'. 

as amended." The, re~Jlations covered the formal aspects ~f the Control as 

disti~Jjahed from the lubstantive aspects of the Control. In other words, 

they do not tell one 8.Il1'thing about how policies of the Control are really 

decided or what the policies of the Control are. The device of 'rulings and 

general licen8el were used f~r this purpose. Regulations required approval 

bT the Preside!lt. With the rapidity wi th vhich policy was changing and: 

nev areal Vere developing, it Vas much more convenient to administer in terml 

of general rulings; and licenses which could be 186'.1ed wi thout annoying the 

Pree1dent. 
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Three lignificant items were covered by the re~J1ations. One 

was the definition of the yords "propertr." 'property interest'I, and 

property interests which indicated the e:treme breadth of the Control over 

the property of blocked nationals. The lecond was the provision that the 

AC-Ilst )dy" of a asie depc£ it bo:r included not only the persons bRving access 

thereto, but the;lenors whether or not the latter had access to the bo:r. 

The third was the requirement for a report of the amount and kind of foreign­

owned property in the United States by the persons or institutions having 

the custody. control or possession thereof. !he latter regulation was 

lignif1eantly modified. in June 1941 when the TFB-3QO property report form 

was prol:l'\llgated. 

(f) Public Intetpretat1Qn 

Foreign, Funds Control also issued Public Interpretations.' Often 

they were not mer~ly interpretations but explanations. They amended general 

licenses; they curtailed the scope of certain general licenses; they enunciated 

policies that prohibited certain trans~ctions; and some also established 

standards of conduct. 

The explanatory type of ~~blic Interpretation is represented by 
I 

Public Interpretation No. S. which explained that imports or exports which were 

Inlured by enetI\V national. insurance companies required a waiver under General 

Ruling No. 11. This itt erpretation was aleo prece:u.tiollar,y to prevent 

insurance being placed bY' traders abroad wi th enemy nationals. J.zi ezam.ple 

of a Public Interpretation Which was used to amend the Icope of a general 

license il Public Interpretation Bo. 3. which materially curtailed or restricted 

the freedom of operations under the four neutral general licensel whieh are 

described in greater detail below. Public Interpretation ;:'0. 6. for e.x.ample. 
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was definitely prohibitory. It provided that checks. currency. or drafts 

• could not be sent out of the United States to the ~~ropean neutrals • 

(g) iuSl1c' Cir~ilars 

!t'he public circular. which would normally be expected to be an 

ezplanatory document followed a diverse pat~ern•. Some were prohibitive. 8o~e 

~ended general licenses, lome 'Were ezplanatory, others established Itandards 
. ~v 

of conduct, while still otherl enunciated policies or were interpr~ive. 

Public Circ'~ar No. 12, for e~lli represents the prohibitive 

type of cireular. It provided. that a ce~a1n type of draft could not be 

cleared. except purauant to a license. Public Circulars Nos. 4, 41, Band 

C were ezplanatory of TFR-300 reports. ~blic Circular No. 18 established 

the Itandard of conduct. for American firms, which operated outside the 

continental United States. with respect to their relations with blocked 
"tl4

nationals 8.!ld enem.v nationals. An lxa.m;Ple of the interprElfltive type of 

cireular is Publfc Circular No.3. During 1941. several inq:-.rlries were made 

as to whethe~ Gener~ License io. 58. which autborized trade between the 
: , ' 

United States and China, provided no other blocked interest other than 

Chinese. was involved, authorized trade transactions if the goods were 

carried on a Japanese vessel. In Public Circular No. 3 the Control 

inter,preted General License WOe 58 to mean that the mere tact that the 

ahipcent vas carried on a Japanese boat did not prevent the transaction from 

otherwise qualifying under General License No. 58. 

(h) P.ress P&1eaBe 

.Another type of public document which supported and implemented the 

e· progra..'Ils and policies 'of the freezing control vas the prel. release. rus 

docUl:lent lerved a more important purpose than one would ordinarily expect. 
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They actually wer'e explanatory and interpretative a.n.nouncements to the 

• public of the Con;trol's programs and policies as incorporated in general 

license8, ceneral rulings, etc. A press release often vent much further 

than the public document and indicated what· the policy of the 'l'reaaury was, 

Vhf the policy was involved and what action was 11kely to be taken in 

connection with such problems of applications in respect to wnch tranl­

actions were pres~nted to the Control tor license. JOr example, Public 

Ci.rcular Bo. 18 was the public document ilBued by l'oreign lunds Control 

which established a standard of conduct tor .Az:lerican firms in Latin America 

to maintain in their dealings with enemy nationals. '!'he press releaae 

issued at the lame time went much further than the Public Circular. It 

~la1ned the.underlying considerations for the iss~ce of the circ~ar. 

it ezplained its ~bjectives: it indicate~ cle&rly what action Was likely 

to be take~ on cases which might be raised with the Control because of the 

public document. 

Second 6utstand.1ng exam,ple of the enunciation of policy throu,gh 

the medium of the preas release is Press Rele!.se Bo. 43 which was issued 

at the time General Ruling Bo. 15 wa.s issued. '!'hat Ruling prohlbited attach­

mente of Mexican Railroad rolling stock in this country by certain creditors 

of Merlcan railroads. '!'he objective was to speed up the movement of vital 

goods between Mexico and the United States. up until the time of the issuance 

of that Buling, goods were carried to the border on Mexican carl and there 

unloaded and put on American car s and carried acroes the border into our 

country because the Mexican railroads were in default and it was felt tba t 

if the KencAll m:lroad carl came over the Mexican borrler creditors would 

attach the: I and immobilize them. At a time when rolling stock bec8.!!le ahort 
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and vital during the War it vas deBirable to prevent such attachments 

• and to enco'l!rage, the direct, uninterrupted shipment without this unloading 

and reloading at; the border of goods from Mexico to the United States. 

!he railroad prohibited the attachment of Mexican rolling st')ck without 

a waiver of that' ruling. The preas release. however, expla:.ned in detail 

the considerations which motivated the issuance of the Buling. explained the 

the policy the Trearru.ry Was tryirit; to' follow and indicated very clearly that 
! 	 ........I'J 1, 


&D1. licenle for attachment to Buch rollirit; stock would be permitted. As a . 	 ~ 

result the movement of 'goods between Mex1coand the United States was speeded 

~ and the !!fectiveneBs of the press release in connection with the document 

Wal illultrated by the fact that no ap?licationl were filed with Foreign 

FUnds Control to attach any Mexican Railroad rolling stock. 

2. 	 Confidential Documents. 

(s,) A3,lthorhaU ons 

To guide t.he Federal Reserve l3e.nks in their daily operations with 

reBpect to applications so that a minimum number of applications would be 

referred to Washington for action, the technique of theconfldential document 

was used known as the authorization. There were two kirids of aut~orizations: 

General and Special. 

The Gen~r8l Authorization was a guide Bent to all Federal Reserve· 

!anks endeavoring to advise them on how to act on a certain category of cases 

or types of trans~ctions which could not be effected under the public documents. 

GenersJ. .Au.thorlzaticn No. 44, for example, which was an elaborate doCu.11ent, 

endeavored to advise the Federal Reserve knks what rem! ttances and under 

what condit:1ons sUch remittances could be made if they did nd. fall within the 

standards aet fer th in the publicly enunciated General Licensee Nos. 32 and. 33. 
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SpeciBl Authorisations are asaenUally similar to the General 

• Authorizations in objective, although their circulation vas confined to 

the Federal Reserve :Banks in the Uni ted States or in 'III8JlY cases to specific 

:rederal Belerve ,:Banks. For example, Da.llas and San Francisco both had 

Special Authorizations to takF: action on ce:::-tain types of currency imports 

when the currency had been imported from Mexico. It was not necessary to 

g:1vean authorization of this kind to all the Federal Reserve :Banks since 

the proble~ ,was peculiarly on~ for Dallas and San Francisco, districts 

adJacent to Mexico which were likely to receive the applications relating 

to currency comi~g from Mexico. 

Another type of Special Authorization was the type which authori2ed 

certain Federel Reserve :Banks - iew York, lXlston, Chi cago and San Francisco, 

to te.k~ action' on any t}"Pe of case submitted to ,them provided the Federel 

Reserve Bank in those districts was fully Batisfied that the transaction , 

was not contrary'to the o:bjectives of t:!1e ExeC"'.:.tive Order and that the 

action which they proposed to take was consistent vith the policies of the 

Washington office and was the action that the Washington office vould 

have taken on that type of case. 

Wi th the New York Federal Rese:::-ve Bru:U:, wi tl:. which the Washington 

office was 1n frequent daily cOi:IllI1.lDicetion by telephone, 1twas possible to 

go even further and to authorize that bank to teke action eve~on those 

ca8es vhich ve have, b.f circular or b~ caveat in another document, ordinarily 

required be Bent to WaShington for action BO long a8 the Federc1 Reserve Eank 

in iew York was aatis1.'ied that what they were doing was consistent with what 

we would have done and with the objectives of the Executive Order. 
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(b) &:cUon ,Guides 

Action 'Mdes were another type of coD..fidential docume!lt which 

to a le.rge extent enabled the Federal Reserve :Ba.nks to take action on appli­

cations rather than to refer them to WaB~jngton. There were two types of 

action guides; the caveat l.1Pe which instructed the lederal Beserve Banks 

to refer certain t1Pes of transactions to Washington for action. Usually 

they were t1PeB of transactions on which either the policy or the standards 

or action were no~ clearly established or in respect to w~ich the establish­

ment of factual iniornation could not be easily accomplished by the Federal 

Reserve Bank. For exaz:;ple, in considering a transe.ction involviD€ Itrategic 

materials it Was not easy for the Federal Reserve Bank to consult wi th the 

War Production Bo~d or the Petroleuc CoorCinator or whatever agency here 
I 

was vitally concerned as ar. expert on that problem. It W~s much more efficient 

to have that case,referred to Washin~ton and to allow the people in the 

Licensing DiVision who specialized in that type of consu1tetion to handle 

the probl em. 

The aecond type of action guide had the effect of gre.nting aut!'lori ty 

to the Federal Reserve Eanks to take action of a certain nature on eases,of 

a certain kind. If the cases fell ,wit~~n the description in the Action Guide. 

the Federal Reserve :Ba.nks were authorized to take certain action provided the 

transaction met pr.escribed testa or standardl defimd in the Action ~J!de. 
~' 

(c) Circulars -- COn!idential and Special 

Confidential and Special' Ci rcularl were of a more dherse nature. 

Some gave authority to the Federal Reserve !enks to take action on certain 

problems; 80me were caveats,adv1eing the Federal Reserve Banks not to te..ke 
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action on certain applications but to refer the case to Was~~r.eton. 

Others imposed reporting requ1re~ents on the Federal Baserve ~eru:s. Still 

others we.rl'! purely explanator:t~ in ne.ture. In effect, theee circulare consti ­

tuted a form of communications to the Federal Baserve ~ank recording instr~c­

tions, r~gu1atio.o:s, or in!orma.t~on given to the Federal Reserve lIanks which 

would assist not only the banks, but the Washington Itaff. 

(d) Inter-Office Licensin, }~emQra.nd.a. 

Later on in the history of the Control a new document was evolved 

known as the IInt~r-0ff1ce Licensing Kemorandum". In these memorand.a. were 

recorded the types of cases which were generally required to be lent to the 

Washington Itatf.. for action: the Itanc.arda and tests which were imposed on 

the Washington sterf in con~idering such cases; and an indication of the 

deci8ion Which would 'have been arrived at provided those tests and standards 

were met. !hese io-called inter-office licensing memo~£nda enabled, for 

eXNnPle, the New York Federal Reserve ~8.D.k to take action on a much larger 

number of cases than they would otherwise have been authorized to handle. 

C. 	 SIGNIFICANT PBPGP.A!{§ 

1. §~cur1t1eg Control 

• 

When the first Executive Order establishing the freezing control was 

i.sued on jpril la, 1940, it Vas realized that if the Control vas to be effective 

in preventing the aesets of invaded countries i1"UJll fallin& into the hands of the 

invaders and being liquidated by them, a method must be found to prevent tr.e ene~ 

from disposing of looted securities. Although the Order as issued contained no 

.pecific reference to lecurities, it vas the object of this government in issuing 

the Order to include the control of lecuritiesvithin its scope. 
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Some questions arose, however, at the. outset, as to whether the 
, 

Trading with the enemy Act of this First World War. UpO::l which the Order was 

based. gave authority for the extension of the Control to lecurities. The 

Trea~ Department i~ediately clarified its position in this question by 

issuing General .Ruling Ra. 2 (April 19, 1940) and stating that the Control did 

extenc. to securities. ,Rowever.lubsequently in May, 1940, as de8cribed above, 

the Trading with the enemy Act Was amended to cover control of securi tie.B and the 

evidences of indebtedness. In the meantime, however, the general ruling provided 

the tempore.ry etop-gap which prevented tremendous quanti ties of securi ties from 
" . 

-escaping our control. 

The invasion ,of Rolland, :Belgium and Luxembourg in May. 1940. geve 

tremendous importance to the matter of securities control. The p~ple of these 

countries, partic~arly. the Dutch, for ~v years had been actively intprested in 

American lecurities and had large investments in them. The people and governnents 

of these countries realized that unleu a wa.v could be found to prevent the liqui­

dation of aec'U...""i ties seized by the invaders. tremendous lossee would accrue to 

their legitimate owners, and a trecendous asset would be given to the war effort 

of the ~s on the econo~c front. 

On May l~th, Foreign Funds Control reco~ended'to the Hague the 

destruction of securities. It Was regarded as not feasible. The authentication 

and transmission of a certificate of destruction Was not an assurance to the 

owners that the lecuri ties would be replaced. Mo:-eover. on the same de,.v the 

Datch Minhter had info~ed the Sta~ Department that he bad been on the telephone 

with the Eague and that the milltar,r situation had deteriorated to the point where 

theT regarded 1 t al too late to take 81J:J' measures on financial matters. Another 

reason w~ t:cat plan could not have worked out ., 'a8 that the owners were naturally 
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reluctant to destroy their securities, preferring to believe that somehow the 

occupying forces would leave them alone. J'1nally, we had so ff!lr1 Consuls in the 

Netherlands that it would have been p~8ical11 impossible for them to do the job. 

It WAS at that desperate moment that the cable we~t over, 'Dip them in'red wine.­, ' 

!o meet one 'phase of this situation. General Ruling No.3 vas ia~~ed on 

June 3, 1940 providing the.t the freezing control prohibi ted the acquisition, transfer. 

disposition. tran8por~ation. importati9n, exportation, withdrawal or any other 

dealing in or wi threspect to any aecur1 ty registered in the naI:le of a national 

of any of the countries which had been blocked under the freezing co~trol. Under 

this ruling it beca.r.le impossible for a registrar or transfer age~t in this country 

to change the name in which a security Was registere~ (if such name were that of 

a blocked national) even though it appeared from doeumentary evidence that the 

transfer h£d been made:long before the dR,te of the in~aeion. It was recognized 

by Fbreign Fun~s Control thet the inva4erl were adToit enough in the use of 

compulsion and fraud to obtain apparently legitimate evidence for untrue state-

Dlents of fact. 

Although Gene~al BulingNo. 3 solved the problem of dealing with 

registered Becurit1es i't did not solve the problem of bearer securi tiefi, me.:r.y 

of which were held in in'laded areas. !ro meet thi~ latter problem. an over-all 

system for examining seCurities brought into the United States was required. It 

Was recognized that it would be insufficient only to prohibit the importation of 

securities from the blocked areas, since securities could enter the United States 

throv.gh the channel of neutral nationl which did not have restrictions against 

the i~portation of securities. 

!o'meet this situation Joreign IUnds Control ilsued General Buling No.5 

on June 6, 1940 which in efilet provided that all securities entering the ,United 
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StE..tes from whatever plece or origin must be deposited-in a P'edere1. Reserve Bank 

from which the1 could be released 0011 upon proof, judged to be suj'fieient b1 

the Trea.su..ry Department, t~t no blocked countrr or nationc.l thereof had. any 

1nteres.t in such secuti ties since .the date of the freedng order. In the enforce­

ment of this ruling the Control acted in close cooperation with other agencies 

of the Government and particular11 the United States Ous~oms and· Post Office 

.official" the former. of whom esamined the effects. of incoming p8.&aengers and the 

latter of whom aaw that securities contained in incoming mail Were. deposited with 

a J'ederal Ruene l3.an.k. 

Jlthough it is not clear where the idea for General Buling No.5 

originate~, the files indicate that about ~~ lBth the British Jbbass1advised 

that it had been suggested by the Governor of the Netherlands Bank jUgt before 

the Dutch surrendered that the United States should take steps to prohibit the 

importation of bearer securities. The British ecdorsed this proposal, with the 

luggestion thAt import~tion under license be allowed a. to bearer securities 
I • 

certified by the British and. French Governmentl 80 that there would not be any 

delays or difficulties .in disposing of their securities. It will be recalled that 

there was no Lend-Lease progrem at that time and the ~ritish and French were 

finaccing the War, 1n part. by the liquidation of aeeurities 1n the United States 

market. On Kay 20 the British Ambassador wrote to the PreSident, indicating 

wars 1n which the United States Government might be of assistance to the Allied 

Government, and auggested that arrange~entB be made to prevent the .ale of bearer 

securities lhipped fromlUrope except under licenle 10 as to BafeguArd the narket 

against we for German accounts of Beeuri ties obtained in .oceupied terri tori es. 

It wsa not an· easy matter to issue General lhlling lio. 5 under the 

circumrtarces exi8ting at that time. The views of the United States on foreign 
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relations were not cr,ystallized. Moreover, many of the government agencies
; . 

were worried about tamoering vi th the mails., In fact. the Post Offiee Depart­

ment wrote the Control a strong letter opposing the plan, stating that it was 
I 

eontrar,y to their traditions. However, there was enough opinion CD the side of 

ta1d.ng this action coupled vi th the urging ot, the :British, the Dutch tud the other 

countries, that finally on June 6, General EulingWo. 5 va. cleared by the 

President. 

The ruling was raised wi th the President tor several reasons. !his 

Was the first caee of a ruling that extended berond the scope of the Order. It 

could not be calle~ an'interpretationot the Order. or a license under the Order. 

It was an outright prohibition. !bus, by aeeuring the approval of the President 

it could be 8aid, if necessary, that lt was iS8ued under the authority of the 
not 

Preside~t. It would/haye made any difference 11' 1 t were called an executive 

order or not. Actuall~, lt constltuted an order under the atatute. ~le statute 

did not specify that the President bad to act under an executive order. .kt:=41S; 
~t~' , ,
,.t 

~ 
would. have been bett'er to have issued the provision of General Ruling Jio. 5 in the 

, 

form of an executive order but the Treasury Vas troubled about the reaction to 

that kind of adoc~~ent. 

• 

Securities imported into the United States and which were not allowed 

to be relealed b.1 Foreign lunds Control remained lnthe custody of the Federal 

Besene lie.nk.' However, to prevent undue hardship, General Ruling Uo. 6 was 

proculgated, which allowed wuch aeeur1tles to be transferred from the Federal 

lieserve :Bank ln which they "ere originally ,deposi ted, to a domestic bank"i thin 

the Uni ted States into ~ecial17 blocked accounts known as DGeneral :eu.ling No. 6 

Account". Dividendi and interest could be collected and placed in the account and 
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and the aecurities could even be 801d if the proceeds vent into the account. 

• To cOI:rplete thi s brief descripti on of the sec-I.lrities ,control program, 

it might he vell to refer briefly here to the use of Trea~~ Form T~-2 which 

taeilitate~ operati~~s under this program. In part, the problen of dealing with 

securities physically located abroad vas simplified by an European practice of 

re~Jiri~g the placing of a tax Bt~ on securities held in such countries. The 

Itacp in itself shoved that the lecurities ,came from or had been held in a 

foreign country. The Exeuutiv,e Order (Section 2A.) upres::ly prohibited any 

tra:lsactions in such s'ecurit1es except under l1cense.'\I.'hen the title of stacped. 

securities had been satisfactorily established. the Control attached to them an 

official certificate called Fbrm TFEL-2. vhich siBnified th£t the securities 

could be traded freely. 

Another pp..rt' of the program related to sec-.lri ties issuec. in the Unit ed 

States by blocked ,countries of Europe. From time to tl~e payments of coupons 

on ~~ch securities became due and. if matured, the face amount of the 8e~~~ities 

became p~vable. Certain, of theeo"Jntries oc~~pied b~' the ene~ which had such 

dollar iss'.le8 outstanding had funds vithin the United States which the issuing 

co~.mtry desired to use in maintaining the fiscal semce on these securities,. 

FO,reign lUnds Control, ,in general, Was willing to authorize the use of these 

funds for the payment or redetlption of such aecuri ties. Hovever, the question 

immediately arose as to which securities, might legitimA.tely be paid and vhi<:h 

co~d not be paid except. of course, into blocked accounts. Rere again, by 
, 

the use of Form TFlL-2., the Control facilitated the operation of normal payment. 

!!.'he Tl"l!:L-2 form. which waaprepared by the :9u.reau o~ EnE;raving on about 

three days notice, contSined all the standard precautions against counterfeit~ng __ 

the vignette -- the colored paper Which discloses any e rasure. ~e form hnd the 
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date. the issue of the 8ec"J.rity, the iasue, the certificate number and the 

• denomi~tion so that it described the 8ec"J.rity to which it was being attached, 

ma.k1ng it impossible for a man having a security that vas not wcr th much to 

transfer that form to a valuable security of questionable origin. The applicntion 

form for getting the t~2 certificate attached to the 8ec"J.rity Was similar to' 

the on. used ant!>. ilqportaUon of ••curiUeo ~~ '7 

Originally,'all dealings in ste.tlped securities required the attach­

ment of Form TFEt..-2.GraduallYt it was found from experience and further knowledge 

of the 8ecurity practices that there were circumstaoces when such form need not be 

req'.llred as a con!!:!. tion precedent to dealing in the securi ties. If the secud ty
! • 

had be~ held by a b~ng institution since prior to July 25, 1940. (the date 

of the imposi tion of the .te.t::Iped 8ecuri tie.s control). the holder could collect 

the coupons without fulfilling the require~ent that Fore TFEL-2 be attached 

.to the security. This,vas recogn!zed an!! adjusted to the realities of the 

a1 tuation - tbet banks and insurance companies had been holding fore:!.gn 

stamped aecuri tie::, for, many years -8o~e of them having been repatrif. ted during 

the last war - ani that therefore it \tas practically impossible for us-to declare 

the attachment of ForcTFZL-2 to sec"J.rities as necessary when all these institutions 

wanted to do was to collect on the coupons • 

• 

.6J. tho'J&h the Philippine8 had. the same status as the United States 

under Executive Order ~389 during the period between April 1940 and July 26, 1941 

an important exception Vas made to this general principle in the treatment ac­

corded the Philippines :by the Treasury under General Huling No. S. Under this 

ruling the Philippines were treated as a foreign country• 
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The Treasury directed that Oustoms and Post Office officials in the 

United States Ihould hold aeaurities coming fron the Pbdlip?ines as if such 

1It 	 securities had come from a foreign country. This procedure Was necessary for the 

IUccessful enforcement of the prohibi tion on lecurity imports. ~ the Philippines ~ ,.\ 
,~ l' , •

the OustOI:lS control was under the local Philippine Government and was not deemed 'II- -
Ii 

to b. 	adequate?> AD,yone m1ghtland there from a amall boat br11lj;i1lj; looted.. 

securities vith him and then proceed to ahip them to the United States. This 

would have constituted:a vehicle for obstructing General. Buling Bo. 5. 

On July 2, 1940, attorneys for the New York Agency of the Philippine 

liational :Bank advi,sed the 'l'reasury that certain securities forwarded for colle ction 

to this agency bY its head office had been seiEed b.1 the Post Office autborities. 

the attorneys etronglyargued that it vas illegal under the Executive Or~er and 

the rules issued thereunder to treat leeurities COI:ling fron the Philippines as 

thougb ther were coming frorn a foreign countrr, relying on the fact that (1) no 

transfer of credit in v~ich a national had an ihterest Vas involved, and (2) under 

the definitions in the ~eautive Order the Philippines are p~rtof the United 

States. 

'l'reasury cabl~d the High Commds8ioner .of the Philippines inquiring 

whether he could give the 'l'reasury ~ aBsure..!'lCes that he could effectively con­

trol the importation of. aeaurities into the Philippines. '!'he High Commissioner of 

the Philippinee replied that the 'l'reasury co~d be given AO such assurances 

and urged the 'l'rea.ury to retain its control on the importation of securities 

into the United Statee from the Pbilippines. 

'l'reasurr accordin&lr continued to apply the principles of General 

e 	lblling lio. 5 to the Philippines. It was the 'l'reasury's position that the inrporta­

t1 on and control of lecUri ties {rom the Philippines vas a reasonable enforcement 
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measure to carr,r out the p~oses of General Ruling No.5. The status of the 
i,i./ 

Philippines was analogous to ~ Itate of the Union which mig~t beve been inveded. 

~ In such a Cale the Trea~ would have blocked oft Bach a state from an enforce­

ment point of view and would have treated that Itate like a foreign countl7'. 

Subsequently on September 18, :,,940, Geneml lhlling No. 7 was iB8ued wl::.1ch proved 

that the provisions o~ General lhlling !io. 5 ,and General Ruling No. 6 had been 

extended to lecuritie~ coming from the Philippines. 

It was not ~ti1 October 20, 1941, after Treasur,y repreBentatlves had 

arrived in the Philippines that Generel lhlling,50. 6 accounts were establiShed. 

At that ti~e the Treasury representatives reorganiled the method of handling the 

,importation of Beeuri ties in the Philippines and eBtabli shed' a register in Which 

the aecurities received into General Buling No.6 accounts were registered. A 

filing Iystem Was let ~ in the Office of the High Com:dssioner whereby lecurities 

were placed in envelopes so that they might readily be located. 

2. 	 Entorcemept Technl~es. 

hom .April 1940 to June 1£>41, the enforcement work was of a ver,y 

restricted 'character. 'Licensing itself was an enforcement techniQ.ue linee throu.e;h 

the proper use of licensing transactions were allowed which were considered delirable: 

license, were refused where the trans~ction was considered improper. 

DIlring the f~rst months every' license required a report. This reQ.1;rlre­

ment was ordinarily written into the terms of the license. £tter lome experience 

with that requirement it was decided that it could be eliminated. ~ of the 

transactions which were then being licensed were e%ceedingly simple and it Wal 

deemed unnec...a17 to require someone to file a report that he had paid a check 

of $500. 

(a) 	 genIUs of :rOt.ign Otmed Assets in the United States - TFR-100. 

!he ma.joir enforcement activi tyduring this period Was the procure­

me&.t 	 of propertr reports on TFR-100 form. Each time a coun,try Was frozen 
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a Regulation was: bsued requiring th.P..t all persons holding al!!Eets in which. 

nationals of such country had an interest file a report on TFR-1OO gi vi!J.g 

information with respect to the amount and general character of those 

aBsets. 

TFR-1OO was a simple form of Olle page On wl':.ich the person JIE rely 
I 

.•tated that he w~s holding 80 JII8Jl3' assets for sv.ch and such a person and 

whetbe~ such assets we~e in cash. securities or other property. The person 

who filed a report was thus on record of having assets of a foreign naticnal 

and the temptation ot violating the freezing order was minimized since 

.uch person had no knowledge of how the informatioll was being used b.r 

the freezing control. !!!he information was tabnlated and irdexed. 

One drp~ back to the effective utilization of the T~lOO reports 

Was the f~ct that we did not require a report on a separate form for each 

persc~. Thus. fo,r eXl3JljJ?le. Chase National :Bank filed a brocb:u.re itemizing 

the information for each person for whom they hele. accoUl!ts. Such reports 

could not be filed alphabetically without tearing each report apart and 

tiling each part separately. This Was a distinct difficulty in the form 

requirements eo that actually the primar1 i~ortance of these reports from 

an enforcement point of view was the fact that it requdred a person to 

make l:.P his mind immediately whether he was going to coreplyvi th th.e Order 

and put himself on record as holding funds for a foreign nationAl. It 

served as a Itimulant for him to comply•. 

(b) 	 Information pn :Slocted :Busineu EnteGrhes - TF!~l0 

Probably the next important It~ in the enforcem~nt progr&m was 

taken somewhere 1n the autumn of 1940 or early in the apring of 1941. through 

e the inuance of Form T:r.B!r-l.· Prior to the iell'U.&I:.ce ot this form the 'businen 

.nte~ri8es which were frozen merel1 filed applications for business opercting 

·license8, tu:rn1ahin& whatever information they sa.w fit. No one had ever made 
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clear whet things were significant or what information was desired in 
, 

." connection with the licensing o~ business enterprises. Grp,.dually, as the 

Control Yas extended to more and more co~tries and the strong probability 

appeared that the Control would be extended througho~t the world to cover 

the funds of practlcally all countries of the world, lt Val felt desirable 

that Bome badc information aho'llld be obtained Vi th respect to business 

enterpriBes which were going to operate under the freezing contrOl regulations. 

For leve~ months a questionnaire to lerve this purpose vas worked on. 

When the form vae finally llsued. known as TFD-l. 1 t called for certain 

basic into%'!DB:tion with respect to vh.1ch "each busineasecterprise operating 

. under the freezing control ;facte relating to ownership. ne,ture of business, 

. directors, officers, companies with which affiliated, etc. This information 

supplied us with the first dF~a on foreign controlled or owned business 

enterprisee ope~ating in the United States and furnished one of the bases 

~on which the enforcement ~ork of the freeZing control could rely as the 

first Itep in investigation and. enforcement. 

(0) Useo! ~rltiBh Censorghip Intercepts. 

A further aid in ,ecuring enforcement in the freezing control Vas 

derived from the ceneorship intercepts furnished by the !ritish. In the 

eummer of 1940. v'e were not in the War and. there vas no American censorship. 

BOwever, the !ritish lecretlyand confidentially began during the sunmer of 

1940 to fUrnilh ue with thecensorlhip intercepts they made. Initially, 

this informatlon "as read only by ,the top Itaff 8ince it Vas considered 

iDadviaable to let vord of the wstance of this infor::aUon 1n American 

~ tile, cet to the Jmerican or !ritish public. lVentually, however. it became 
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necessary to e8tablish a procedure for the effective utilization of 

• this material. In Bovember 1940. two members of. the etaft commenced to 

index these intercepts. HOwever, it was not until May 1941 that ~reign 

FUnds Control began to .earch all names -in the applications ~nst this 

file• 

• 
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CHAPTER IV 


J.. Def'en8ive Measures· 

1. 	 ktended, :!3l.ocldng 

(a) 	 Geographic General Licenses . 


. (1) Beut!'al general 11cense 


(11) 	 luIsian general 11cense 
>',. 

(lii) 	China gene~ 11cense 

(b) Status of Philippines 8h4 HawaU 

(i) Phil1ppines 

(11) 	 Bava11 

2. 	 Censusof'Foreign -Owned Prope::-ty._ . 

3. 	 Proelai~ed List of Ene~ Bationala 

4•. 	Develo,Prnent of lI:n.f'orcer.lent ~eebn1que 

(a) Co%:ll:lencement of Ad Boc :Blocldng 

(b) ~&ta~lIBbment of Investigative Staff 

s. Creation of Economic Defense !oar~ 

!. Contributions to Def'enBe 

1. 	 Keeping 011 frole the Japa.nele 

2. 	 Actin t" in Directill& Strategic Materials into Defense uses•. 
." :. :: 

3. 	 Bow G.A&F Was forestalled In having 1ts Gen:an owners!J.1p further 

eamouna&e4. 


4. 	 &.1pplm:aentlng the J'.!.I. in it. control of aabot8€e,espio!lage, ana 
proP8.bP.l1da. 

5. 	 Modifications in Seruities Control Program. 

C. 	 ~n1ltr~tlve Or&ani&&tion . . ' 

1. 	 ~at1onl of Ibreign FUnds Control to other'Depart~ent8 of the 

!reas~ and to other nepartmentB of tte, Gover=cent. 


2. 	 Pub11c EdUCation of Freezing Control•. 
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