%e ruling provided. that Unitad States a.nd foreig: currency.
. . : whather nailed or: i@ortoﬂ 1nto the United l’cates from any blocked
' L omtry not vithin the generally licensed tra.d.e area or fron. 'by or onv

'bahalf oi‘ 8 'black listed parson, ahall 'be mbject to the proviaicn of

General .'Rulings lios 5 and‘G.A
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whom, the nature of the transcetion resulting in tke a’c::_uisition'of

the currency, the price »eid, why sach currency was Yeing held, end ell
other relevant fects, No application‘vas cezgidered until eSter the
currency to which it relsted had been importecl into' the United Stetes anc
forwarded to & ‘l‘ec‘;e:-:.l Beserve Benk,

The Tressury reg:ired thet esch spplicetion relating to

'cﬁrrencv forwarded to the United Stetes by the Centrel Bex: (or equivalent |

or e.nalogoua benking 1nstit:1tion) of an Americen Reputlic wes to be

' acco*pan‘led 'b‘v a certiﬁcaticn ¥From the foﬂfarder wherein it was ste ved 8

tha‘tAthe forwarder hed investigated the circumsteances relating to the
currency and certified thet the facts steted in the applicetion were
trae, In the event thzt the forwerder was uneble to suppl:- such a
certificetion the Trezsury required a full st;t;iement és to the feé.sor;
of its 1na‘*1lity to supply swch certificetion,-

Foreizn Punds Gmtr'ol, in carrying out‘ t6 freezing progred
in connection with ga:;'rency warned Americens not to taic more then the
absolute minimum quantities of cash ¥ith them in trzveling &broed.

The position tarer by the Treesar: Depertiment with réspect to
dollar éurrency i@ortéd directlr fron Eu.ropeA iteelf was a presurmtion

that 1t was looted currency.

LN

In Pebrusry, 1943, we proceeded with a ré—’uamine.tibn of our
currency control policios in order to pre-ent und.ze herﬁ.ship to innocent‘
violators. The cu.rrency p*ogram ves alwe;va open to criticisms on tre grmnd
thet it invelved arbitrarv actlon on the part of Oustoms authorities vith

no ﬂexibility for the coneiderstion of the circuretznces surrounfing

« 15 -
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inéividusl cases; The progrom touched individuels Cirectly end it

';as not eesy for sﬁch persons to see in the ectlo texen in their perticu-
lar case ithe implicauiona of the currency progren £8 2 wnole, There
weie séund rezsong for the adqption on our pert of & very strict policyr
wiih réspect tb importatiope, the rrimery one being tﬁe only way to
assure world wide publicity that dpllpr currency coulc de bro £ht into
the United Stztes wae to meie the prohitition 80 strict and so individuelly
sev;re thet 1t beceme widelyr kmown for thet reason.

" Mhere seemed little doudbt that all the importaﬁt cﬁrrgﬁcy
merzets of fhe wﬁrld vere fully info?méé of the strictness of our
regalations. Itvgppearéd reasonztle to espume tﬁat the value of lootec.
doller currency obtaine& abroad derived almost entirel:r from t e fect
that 1t continued to be purch;sed by hoardere who hed no irntention of
attemting to sell it in the Uniteé States“dﬁring te durin: the wear.

If thie was true, our Cgrrency prograi: world Lrve little effect in
lowering the value of United Stetes currency ebroed.

Accordinzly, the time sppeared propidious to maize certain ad- .
Justments in this policy to reflect current circumst-nces. It apreared
desiredle, for exermple, to prohidit s@eculstibn‘in goller currencyr in

Vhlec“ merxets sbroed on the part o* individuale sudbject to the freezing
controls. .This was accomplished by prohibit‘ng persons eub§ect to our’
Jurisdiction from esgeging 1n trenscctions in dollar currezcy physicallv
loceted abroad exce>t es qpacificanly authorizea b¥ ”reasurv license,

f In ada_tion. we made certain minor aﬁjustments in our currenc? progren

with a viev of elim.natinB friction in uninportant cases. We edooted a

more lenient ettitude toward the sa-cel;ed innocent violauor rat%er than-

331430
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"the theoretice.u" cmzrtesy of the briglne.l cnrrencv progra.m. More
positive ateps were required in comectlon vith the Kexican 'border curreacy
problem vhere it apneared that Gustoms haxl been tak:'.ng currency awey
from people going from the Unlted Statea 1nto l(e:dco wvithout ginn‘, them
an opportunity of eithe* cha.nging the cu.rrencv into $2 bills or othep—
‘ viue d.isposing of such ctu'remy prior to their entrv 1into l(exico. |
(11) W&W&W

. ‘ There were hund.reds o:t‘ millions of dollars varth o*‘ currency,
checks, ionﬂ.e and other lecurities 1n the Philippines. It wes & ;:hysical
1mposai‘bili’cv to remove 3.11 of these assets from the Pailippines at a

time vhen the Philippines were under attzcz 2néd blockede. Accordin_l,v.

& progrem was wor<ed out whereby these assets could dbe destror'ed in the
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| Phnippines &.C could be reissued 1n the United States.
On December 19, 1941 the Secretery sent a memora.ndum to the
Fresident to which were attached dreft cebles to the High Commi seloner

of the I’lii_lippines providing a p:ocedux;e for t!}e destruction, by burning

in the I’hiiippi'nes and ti:xe reissuance in the United‘ Statés of chec.ks, ‘
_eurrency and pu‘Slic and private securities. The program provided that |
—--the._éwnerl_or bolder of securities; §tc.. to de ‘doiposited be requested

t§ prepére ap affidavit in six counterparts -hbwing: (1) name, ecdress, ané
'ci..izenship of affiant end all persons having an interest in the metter; h
(2) 1list of securities with all pert;nent deteils; (3) date and source
of acquisition; (4) in cese of currency,v l’ist‘af all kinds, denomination,
and ben¥s of issue; (5) in case, of gwe;mgent ‘checvks. ell pertinent de-
teils; (6) a requést thet the securities, e,tc,, Ye 'aﬁcepted for safe- |
keeping during the x;ational emergéncy; (7”) a i‘equest thzt, in thg event

of déstruction, m’b#tiintes be issued by the Treasury Departmert and be
held for account of the depositor or delivered to & desi;zated bank,
corporeticn, or inﬁividual loceted In the continentel Unite&. States,
- The 1nstfuctions also provided that securities other tnan those of the
United States might de a.ccepte'd for .ai‘ekeeping with the understanéing

that neither the United States Hizh Gommisa.;oner por the United Stetes

+ .
-

Government assure any re.;ponsi‘bilitv.
The progran vag ap‘ol:lca‘ble to all depoeited 1te'ne, even if
Tlocked countriee pr nationals thereof had an interest therein and even’

if guch securities, etc., had sezls or stemps affized in Blocked countries,
- 16 -
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Thig program was approved by the President and the Fhilippines
‘wae notified to proceéﬁ with its execution. However, the High
Cormissioner of the Philippines notified the Treesury tart he was
iorried sbout deatroyiﬁg these assets, particularly the gold and silver
in the Pﬁilippinés. There was & golc mining industry in the Pnilippines
which had.a'l;uge anount of silver.b gilver coine and eilver lmlvli(on gbout
\'r}hich‘the Higli Commrissioner vas particularly concerned,

To ;ssure the Eigh Gt_:nmissioner of compléte authority with
‘respec-t to the execution of the finaucial "scorched earth" policy
for the Philippines, the Preeident, %hrv@ the Sef:reta:j' of the Tressury, A_
on Ieecem‘-;.er 24, 1541 &elegated to him the powers of Section 301 and 302
of Title III of the War Powers Act which amended Section 5(x) of the
Treding with the enemy Act. |

A representative of the High Commissioner's Office begen the
work of accépting the asgets ‘pursuant to the policr outlirel eslove.
He storted this Jo¥ in much iecrecy from tie Tremgury etaff, and continued
at this work until he left wiilh the property collected for Corregidor on
December 24th, None of the Treasury people woried on tiie phaée of the
work until after this representative of the High Conrissionef's Qffice
deperted. Deposits of property were recelved until December 25th.
On Decenber 30th the propérty which had ;oeen acceptod G.'ariﬁg thoee five
days in Manila was also brought to Corregidor.

The bulk of the property telzen into custody coneisted of bmk
‘and secﬁrity‘ broker assets held 1; open portfolio as ‘be.rzl{-;owné& assets
or as custodian for depositors. BSome clearirg house funde vere also

received. The tabulatici of the kinde and amounts of property taken are

- 331483
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zcontainted ’in records wkich are in San'ﬁancisco.
All of the property. ‘except some Government property, wes
p » depoaited in various vaults in the ?hilippine Treasury reservation,
This propertv incluaec‘. a‘bout 15—33 'boxea of currency, both United St ates

and Philippine, some lmndreds oif bars of gold. adbout 2,700 sacks of

silver, nnﬁ about 20 boxes of securities and 'oth'er chettels in boxes of
variou.e descripuona. In checking the cﬁrfancy; vhenever the propérty
1nvolved the Philipoine ?reuury or Philippine Netionel Bank, reprenentativet
| of the Phi 1pp:lne Goverment vere .onsulf.ed and participated in the work
in some measure. j -
'All of the securities were deposiia& in the United States ac-
cording to the direction of thelr owners. ther instructions dated
September 22, 1942, state that the disposal of these securities may be
made notwithetanding the pfovisiéne of Generel Ruling No. 11, but thet
17 the owners we.re loce;ted in the Philippineal or another blocked country |
the secuﬁtiea ‘should be placed 1n blocked accounts. | |
- Thne rapid progress of the Japanese :lnvasion left no tiﬁe to

~destroy valusbles in Manils and dastmction took plece in Corregidor after '

the removal af the Righ Oomm.{uioner'l office to that place. The first
~ eurrency was ‘burned in the incinerator outelde of the Ke.vv Tunnel, '.Phe '
, next bnrning took pla.ce in front of t‘he Ihilippine !‘rea.sury relemtlon
= and the ﬁmﬂ outside the lelinta. Qunnal et Corregidor.
‘ Baqrx-e felt that he ha.d no anthor.itv for the dentmtion of the
, . - pesos delonging to the Philippine !rwsury and the ?hilippine Nationel
. Bank, th(mrency was burned under anthor:ty ‘of s Commigsion apyointed

=18 -
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by Presidént Qxezo_n on vhi;:h aimosf all the seme members, with the
oxc;;':.tilan of éa.ton'. served,

, The gold and a eubéta.ngie.l aﬁount oflp;-i‘vate securities were
taken from the island in & submarine éomm'encing ’Aéometiﬁe in February, -
1942. 'Bu'baoquantly. the i‘reasmybepartmént set u-_p a procedure for
handling the gold Imllion and securities brought to the United States
from the Ph! lippines, The gold !mllion vas trana"erred to the xnint
for aénaying and. reﬁrement and va.n .u‘auquently ‘deponited in a lpecial
blocked account in the name of both f_;he person who originelly deposited.'

the gold with the High Commissioner's office and any other person who

might have a claim of an interest in such gold, The securities, which

for the most p@rt, hed been turned into thevﬁigh Commissioner?s office
by the branck office of one of the Allied Nations! bazks in the Philippi'nek;
were deposited in bléc;ked accounts wifh the United States pa,rent bank - |
of the American branches or with United States branches of the other
Allied Hatibne'. banks ‘involved.. Withdrewals of gold or securitiee from
blocked accounts so estzablished could be made pursuant to specific
!Erae.sur.v 11cense.

Manila fell Jamary 1, 1942, and shortly thereafter the Japanese

were in cortrol of the Philippines, except S‘o'r Bataan and Corregidor. %o

avoid having Japanese ga.ther 1@ mch Philippine necurities and currency

as had been left in territory now occupiad and create B bdlack market
for 1iquid.ation of suck assets thmghout the world the !Ereasury vorked

, out a program with the Philippine Commiesioner 1n the United States imposing |

a strict control over Philippine currency and securities optsmo of the

Pnilipiines. On Jamuary 14, 1942, the Resident Coﬁmiasionef of the

C-we 331485
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Fhilippine Isla.nds to the United Stetes isaued a notice to all holders"

ot‘ Philippine currency and necuritiea eleewhere than within the Philipnine
Islands. to deposit auch currency and securities on or befors Fedbruary 1
R 15842, for regiatration and cafekee;ping in a nop—~enemy bank. Qhe-'be.nke'
vere required to forward to the New York A.gency of the Fhilippine
Kational Bank e detalled report of the kinds and quantities raceived.

It \vould ‘be assumed th.e.t eurrency a.nd securities which’ ppee.red. after .
the end of that stated interval would have originated with the Japaneee |
ip the Philippines. | - H

The New York Agency of the ;Philippihe Bational Bank arnounced
that 1t wae prepared to purchase all Philiypine paper currency deposited
oﬁ or before l’ebruarv 1, 1942, in & bloczed currency account with either
a domestic bank or with it, provided that gll terms of General Ruling
Fo. 10 (descrided 'below) had been complied with 4in conmnection with
suck currenty.. Such currency was to be purchesed at par.

Siimitaneously, the Secretary of the Tressury, with the api)rdval
of the President, iesued General Bm.ing‘n'o. 10 to implenment the executidn
of the abovg-descrihed program anncunced by the Philippine Commi sedoner
in the United States.

Under this general ruling all Philippine paper currency vithin

the United States was raquired to Ye d.eposited in Bloczed currency
Acounts in banks on or before February 1, 1942, Ourrency placed in such
accounts .ccfuld be ren;oved ‘only with ihe prernission of .tha Sreasury
Department m;d.er,a tr§ezing conﬁrol .,ligaﬁse. Banke were required to
report, on or before ‘l‘ebmry 15, 1942, all Philippine currency in their

possession. 4ll deelings in such currency were prohidited.

331786




, -ﬁhisgeneral ruling also curbed all dealing in securities
1ssued by, or the obligation of, either the Pnilippine Govermment Acr any
c‘orpora;bio'n‘ organized under Failippine Laiﬁnlesa a Pcleerance cerﬁifica.te'
~ known as Treasury &partment Forn TFEL-2 had been atteched, Persons

within the United States holding any such securities were able to have

their clearance cortifiée.tes attached to their sscurities before
February 1,-1942, with a pinimum of inconvexiiehqe since the Federal
Regerve Banks automatically attached these certificates upon presentation
of the securities accanpanied ﬁy'their description. .

After February 1, 1942, the ‘elearcnce certificotes were attched
to Philippine securities only aftes the holder had satiefectorily expleined
his possession ol the securitles and the reason a clezrance certificete
had not been attached prior to February i, 1842,

= On December B, '191;2. one year aftersbBearl Harbor,a-joint ~.
memorandum was released in Wasmngtop by the Fhilippine Governmert anl.
the Uﬁiﬁe& Stztes Treasury .Department. The gemorandm set up a procedure
for the release of Philiypine lecurifiea depbsited in benke outside of
‘the United Btates, and within the genere.llz licensed trade area.

There were certain 1argé Philippine corporations, particularly.
utility compa.nigs such as Manila !lect_rio Compeny, Ma=ila Ges Corporation,
and Philippine Long Di:tanée !felephone Company, thét hed substantial

assets in the Philippinee and at the pane time had bondholdera 1p the
United States. E‘he physital aueta as uell as nost of the working capital

. ' of these companies were all in the Foilippines. .thhcmgh they might

-

heve had bank accounts in the United Btetes those accounts generally
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woré simply for the purpose of servicing. their 'bon’ded’indebtednea’s in
thé United st;tes.' .
(111) Scorched Earth Pollcr end Eawall.

In the summer of 1842 the Govermor of Hawali, acting
pﬁrafzant to the autkority vested i.xi him by the Secreiery of the Treasury
to act for him in coanect’on with the freezing control issued regulstions
relating to semu-itiea anl currency in Eava.ii to defeat the enemy from
| maidng ef‘ective use of the ﬁne.ncia.l regources of the islands in the ent
of a successful invasion.,

Under trese regz.lations the ordinarv United States currency
cireuwlating in Hawall was withirewn f'rom circuleticn and wes reple.ce&
with a new serles of Unitea Sta‘ves currency bearing the digtinctive brown
seal ané the word 'ana;i“ overprinted. The circuletion in Hawail of
all other United States cm.rre*:cy was prohitited. All securities within
Eexvell were perforated with the ofﬁcial gymbel %EM, The EHawallen
currency and tl.ze perforated securities conld not be exported from the
1slands, except pursuant tb licenss. In the event the islexds were
occnpied, 1t would kave been &ifficult for the eneny to heve ree.iized
any gein from the easily iden*ifia‘ble currency and securities which

were not destroyed.

{1v)

v

Through information obtained through the Office of Cersorship
end British Censorship it was found ‘that substential amounts of funcs
vere being tranamitted ‘between the Western Kenisphere and the European

areas th:ongh the xne&inm of United States doller checks and drefte. It

-
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_was found, moreover, thet in many cases persons in the Uniied Stztes

vwere remitiirg United States currency and were sending securities or
coupons to the blocked Buropean cauniries.
| It 1 important to note in this connection thst the ckecks and

*

£ ts enabled perscne to rezit funls directlr to e beneficiary without

' 4n@iceting to a third party the reason for the payment or the nature.

of the underlying transa.étion; * Such checks were ugcsntrolled. fr{)m tre
time of thelr 1ssuaace until they vere returned to berking channels for
co’llectio#. The;r could be anﬂcisec‘f i blexnk and passed throvgh any
runder of persons, désira‘.:le or un&eéira‘ble, eré tive, “hrouga the
hnoa;:mity which they afforded, furnish to enemles a convenient medium

of exchange accepta’blte throughout the world. It was even poésible for
pereons in Yblocked cbmt«ries to acquire free dollars within the United
States by purchasing such insiruments aud returaing tlen tirough untlocked
intei‘mediari‘es. for e xenple, in letin Americs, to the Unised States |
for collection aud eredit to ‘free Bccounts. 4s a mz;t‘.crvo‘f feact, even
though such checks were sent directly to the United States from the

blockeld country the underlying tranaaétiona were ordinarily not subj ected -

to any scrutiny or control simce most of the checks were collected and

peld under General License ¥o. 1 or the neutral general liceases, -

The fect that United Stetes doller checks and drefts were

" readily acceptatle in blocked c:mntz_'_ies mede 1t possidle for the enery

to obtein forelgn exchange through the sale of dollar checks and drefts,
whick had come into his possession, ‘tp persons in the neutral tlocked

countries. ¥For example, our Legation vix'.; Switgérland reported ir 1243 that

=25 -
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Gemany ha.d. obtel ned ponession of d,ollar checks and fAref ts in the

anou.nt of appmximately $12 nillion. These checxa and drefts wese -
probably looted from persone 1n countries occﬁpied by Germany. The
Legation further reported that German egents were é.ttempting to B

sell these doller checks and i'.re.fta st & idscount in Swﬂiérland and
| Portugal, in order to o‘btain Swiss franca anﬂ. Portuguese escuclos.

ﬂ'he British Government was interested in the problem of

controlling traffic in checks and d.rafts particalarly pince 1t controlled
most of the commmricetions betwzen the Vestern Bemigphere and Burope
through its ce_naorship ptaéiona at Bermuda and Trinidad. Accordinglr,

it .wé.s &eéi&ed thet ‘the Pprodlem should be dealt with jointly by» the
‘British a.nd United States Governments, .

The first sta;p tazen to coantrol this treffic was the issuance
bon dugust 31, 1942 of Pu'olic Interpretation No. 6, wkich, in effect,
o preveﬁted the sénd.ing of checks. drzfts, bemirities or currency from the
" United States to tlocized Buropean neutrel countries and theredby forced
luch remittances through banking channels. Public Interpretation Ko, 6
d:.& not, hq‘-rever. stop the flov of Gollar checks and drafts to ﬁurope.
Moreover, in view oi’ the fret thet doller instruments eirculating in .
the Mocked countries could still be seat to the United States for payment‘. )
.thevir marlieta‘bility ;n those countries was not affected by the e:.pox:t T |
.restrictionn imposed by Public Intex:prefatiozi Bo. 6. | A

Po &estroy the velus of doller cﬁe&a and drafte in the blocked
countx.ies'not within the generally licensed trafe area, it was deciddd to |
impose l’trictv:movrt controls over checka and &refts which therejas any |
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