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•• 
eerned, it 'Was alao reCJ:u1red that any financial instruments subject 

to the ruling should be 8U.rrendered to the Collectors of CuatomBvho 
4­

Yere directed to forward. all Rch iltLBtruments.· to the Federal :Reserve 

• 


Ja.nk of I'ew York tocether with .. cam.' of tAe report filed by the 

~raveler concerning .uch instruments. State ~rt~ent requested the 

IiisBione in all foreic:n cO\U1tries .~otl1blicile General liulill£ 5.A.. 

~ thie 'Wq it 'Was hoped to sec:ni.re the cooperation of perlGn8 in other 

parte .of the Western BemiQhere in 41lcontinu1ng the practice of eendin& 

4ol1ar checks ~d 4raftl to 'blocked oountries. It was aleo hoped tMt 

banks and other persona _in blocked cd'untries 'Would re.f'u.le to accept or 

negot1£te dollar checks &Od dr&!ts. thereby rendering Tslueles8 such 

ins~ruments as mar be eent to blocke~ ccuntriee. Oommunications Were 

sent to United Stntes censorship stations and ~ritish cenlorahlp atations 

providing for the conde~tion of .checks and dre.1"ts whenever fou.nd. fhis 

conderr...natlon did not mean deatrtlction kt that the iJ:.strutlente Were detained 

for the duration in the censorship files. A epecislproeedure vas adopted 

at the request of the State Department to ~rm1tUnited Statel e~o~eel 

in blocked ccuntrles to JI8l::e pqmentB 'b7' check to pq-ees in the Un! ted 

States and to obtain needed lJUl)plies of local. currency through the 

encasb...~ent of chew 4r&W:l on their ch.ecking accounts in' tlaI Uni ted 
• 1': .." 

Statea. !he ~eB1one in blocked c~untr1el vere authorised to make 

ar~entl with local banta wher.b7·Un1ted State. Government ~oyee. 

would be able to Cash personal checks PQ'able to ,the' order of such b&l1k:a. 

!he 'bankB vith 'Which arrangements we1'e II84e en40rsed thechecka over to 

their oorreQOlident b&Db in the UD1 ted ltat.el and t4l'Var4ed them tb.rouch 
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the facilltlea of the State Department. ~e H1seions were also 

• ,~- authorized to tra:nami t to the 11n1tedStatee by pouch checks dre.wn by 

11Dited States 'Government em.p].oyeea on thelr accounts in the United 

Statea whichvere made pa,able to persons in the 11n1tedState6. in 
, , 

oreler that pverDllent aployees co'Ul.d pq such obligationa as life , 

insurance prem.ums. etc. ' In el ther caae, the check8 vere e:ram1ned by 

the State Department before being tranac1tted to the addressees in the 

, Un! ted States and vere .tamped in auch a manner as to vaive the provl.iona 

of General Buling lio. 5A if the .check. conformed vi th the e.tabllshed 

requ1 remen t s. 

(c) IeAr1nss for unJ;loc;k1ng - General Bn'lag Ho. 13. 

It has 8J.rea4y been indicated above that the new 'Executive O:-der 

reposed in the Secret&l7 ot the ~e&l':lrY tremendous powers vhen 1 t gave him 

the poyer to block on an ad hoc basis even .klerican ci ti&ens If he found 

they Were acting for or on behalf of a blocked coUntl'Y'. It hes also been 

pointed out ,that In. the inltial exercise of this pover the Secretar.y 

proceeded vi th considen>.ble cautlon. Bowever. with the onset of the var and 

emotions running hiGh it was fair to aQ' that the pover Vas exercised vith 

len reatraint and .American cl timena ve~e 'blocl::ed as Germe.n nationals without 

, providi216such persons v1th an opportun1 ty to prove otherwise. In effect, 

therefore, 'b7 'blocking the accounts of an .American clt1&en as thoBe of a Germe.n' 

1fe co·.ll.d be critl61se4 for depriving sUch perBon' of ll11POrtant rights vlthout 

due process of· law. . 

• .&lthouch it vas recognlze4 that the mgencles of var 4emanded 

certain extreme aeuu.res. certain freaaUl!7offic1ale vere cognlzant ot tbe 

...., . 
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tact that adminietrative procea.es ahoule. be ha:leJ.ed wi th great caution 

• even aaring the war; that .&meriee.n citilena ahOulc! not be labelled as German, 

. that theY' ahauld not have all their tunda tlchtly f'rocen wi thout some adtq1.l&te 

measures beinG provided to euch pereons to ax.plain certain of their activities 

to a;v~ropriate !reaBUrl' otficial. before too IlU.Ch 4ama.ge w&8 done. 

lu month. ~ter the war !rea8Ul7ott1cie.le proceeded to develop a 

progra::1 t~ il1~e the protectiol1 of the inalienable right. of .Americen cl t!cer-a_. 

b nc that tine,. any .tme~1c&n cit1z~ns were bloc.1te4 d one in puticular, 

811 .American ci tisen in California. wed the Secretary of the !L'reaB"J.r,}" a:fter 

he vas bloc~ed aa a Ger.man national. £lthough the case actual11 was aettled 

out of c~J.rt ~o the eatisfacticnof tha !L'reasur.7~ Treezury officials were 

convinced b,y the position taken b.1 the ~erican citizen in this case. One 

of the main arg-.ments he made vas th.c:.t 1 t W2.S unconsti tutio:ccl. fo'!' t~e Tru.sury 

not to have provided for a procedure entitling him to a hearing to determine 

whether or not his accounts ahouldbe unbloc~ed. Although Section 5(b) 41d not 

provide for a hearing and aome courts have held thet the statute must me.l:e 

proviaion for such e hearing before a person can maintain he ie entitled to 

BUch a heering, therE are «her 4eci.iona that provide tbzt a statute doea 

DOt necessarily have to p~ovi~e for a hearinc under these circumstances_ 

freaeUl7 officials, however, felt that i twould be most e:a:;peQ1ent 
.i, ... 

and in the interest of asta1n1ng thea4m1D1.tr8:~ive law proceas to make 

aome prona1on permitting ~ peraon, affected by & !re~.111i7 block1nc or4er• 

• 
• hear!l1C permi ttinc h1m to abov wq he _hauld be tmblocked. fo Ws elld a 

. ver,y simple ral1ne;. General lblling .0. 13. was i8sued on Key 22, 1942, mere17 

.providing· that· certain toml Were" ~la'ble with "the freasur;y Department 

·-"as _. 
"' 
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toperlons 	who desired to ap,ply for a hearing on" an &Pl?lic£;.:~ic"n to be ~ 

.• 	 blocked on the ground that he il not" a netional or a blockec. countr:--. ~his 

Was a tre~endo~1 ste.p forward in the administrative proced~res of Forp~g~ IUnds 

Control and made the _erci.e of the ad hoc 'bloc1d.n& power IlUstainable in 

the United States courts. 

In the case 	of Hartmann v J'edemJ. BeseI'Ve :Bank of Philadelphia, 
. 	 . 

(U.S.D.C, lL~. Pal the plaintiff, an Jmerican citizen, brought an action for 

1DJunct!ve~elief against the ~ederal Reserve lank of lhiladelpbia challe:.ging 

the yalleity of t1:e action of the Treasury Depel"tmer.t in Jt&l.lmc. 'blocking hi. 

&8~\'\t8•. Be:rtmanli alleged tl.a.t .1naSlll"J.C~ a~ 1:.e Vas a citizen ~d. resident of 

the Un! ted St6.tee, he V&8 not a llP.t.1ollE.l of a foreigr. cO".!nt1"7 and that the 

action of the :!rea.B'U17 Department effected"through the instru.r.;ent81ity of the 

:reder::.l :!ieee"e ~ deprived him of .his property witho-.;.t c.u.e procen of 1 ..... 

Be furt~~r alleged that thedef~t acted vi~hout authority ft"het~€r actill& 

al an ~ency of tile U.D1 :ed. ·States or othe~;isel1to "block" bi. 'bank. account. 

!rue FederE:~ Beserve 3sn'· 1:oved to d1sm1u the com;plaint on the gro·~Q. tr.;£".t th.e 

"SecrElta...7 of the !rreCiEury il an indiBpensa'ble part; to an action of thla ld.nd 

aT.d also on the ~ound that th@" plaintiff calld not resort to Ju!!icial review 

imtil he had. ew,usted his administrative remedj', provided 'by -the Secretary 

of the !rreaBUl7 in GenerallhJlil:l.& llo. "13~ 

~e court agreed viththe defendant 'on loth c~~nts end,dismissed the 

(!o::;plaint holdil:l.& that Ithe motion to 41_181 the corqplclnt on the ground that' 

the SecretarY of the ~a'iir1iB an ln4i8penl&.ble pe.rt,. lII\19t ~e gre"ntedll ant 

that e1nce 'be ~ "beaued ~o!!lY in the District of Col'Wt'bia.... he car.not 

be -..de a pert)" "in tli1e .juri".Metion.'" !he. court 8&reeil wi th the contention 
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of the 4efendar..t tbe.t its f'Wlctions were ofa ministerial character ane. th:;.t 

• 'ti::..e Secret~I7 o~ the TresS"llry alone &nC'. exclusively is empo1t:ered. to Ideteroine' 

who is a 'naticnc.l' alld to block acCOl:llts. and. the aefenc.ar:t& here simply 

performed a ministerial function in adviei:lC the plaiI:.ti!"f a:ld his bank of 

the Searetar,v'. 4ete~~tion and. action.· 

.Although the conclusion of the court on the question of 1n4i8­

pan8ableparty made 1t academic to conB1der the other point raised by the 

4 e:!en4ant,-. the court added nIt mtlst be a'te,+ed the.t t~d s point is well tal:en 

by the defendant and wcrald of 1tlelf warrallt a diem! ssal of thE' co~lE.1nt. " 

~e cc·~t po:nted out that the defe~t 'a8serts hOWever, and. properly 80. that" 

JuQic1al renew may not be bed 'Wltil the remedies preec:-!'bec. "cw General 

Bulinc 10.13 ha-.;e beeD e.z:ha-.:.ated. ~e Secrete17 of th.e !i:'reas'J.lj has proyid.ed 

a tleanB whereby a.."l ai.1l1nistrative rEJV'ieW' ~ be had of this a.ct1cn. with full 

oPItort1.i.l'l1 ty for heerillf:;•••• Eel'e th.e plaintif!' IlE-de no atte::"'l't to e:;plore 

the aamin11trative re~e~p which is ave,1leble to him and. that failure is 

fatal" to his present action. I 

(d) lle&".;leUoAI with regpect to HP'ice!'sed tre.ns:'ers - Genpnl :&u.1inC 12. " 

General lil:ling lio. lZ which Vas 1ssued on April Zl, 1942",-s a 'basic 

!hea8'J.rj .document md 11ke General !u1itl€ 11 directly 1aple~ent8 the !'reezitl€ 

control. In effect" 1 t pro...ldel that no transfer vith respe4t to 'blocked" ., 

property i& valid. vi thout a !'re~ 11cense. In o~er to unc5.erlte.nd. full,. 

the implications of General Inlitl€ 12 1 t 1. tm,pol'tant to O"J.tline at the outset 

one or the pr1nclpal caBe. 111th vhich Foreign Funds Control Vas faced. early ln 

• 
, " . 

~tl var operatioBs -- thePolleh Bellef case (Co~8B10n for Polish nelie!, 

letd..... ~ca ·liationale a Bnman , ei (lIat~oaal Je.nk of 1nr.Ia.rda). (lS42) 288 li.Y. 

332, 43 I. E. (ad) 345). 

'3.31:)06 " 
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.In October. 1939, the Central lank of Poland delivered gold

• of, the value of about $3,000,000 to the Central 2e.nk: of Rum2n1a 1n _1ht.~a• 
, 

. .it that time Pole.nd had been overran "by the Gema.n.s. Jlu.man' a Vas f till a 

nwtral-count17 In 1J,P1r1t as vell al In letter. !he JllmAnJan.I\ook the Polish 

gold In ol"4er to -prevent -1 t from fe.lll~ into the hands of ~he A1.:1s. In 

jprl1 1940, thePo11.~ bank tranlferred It.lnterest In the gold to a so-ce11e~ 

.t.mer1can 'corJpaD7 vh1chwaar8all;r a cO~Ba1on,.et 13P- to provide Polish rtiief. 

In IUq 194Q, the Pollsh llel.lef Orpnization demanded the COl~ from ,~he :Rutlan1an ' 

!ant and.uch demand vas refuaed. In-December 1940, ,the Pollsh !alief ComEd8sioL 
, . 

aued the ~ of Jamania for. the conversi6n of the gold and attached 80me 

k,ooo,ooO in J"apnian gold vh1ch vas on 4apodt In aeverel. I'ew York: banks. 

fhe ;e"aM'an lia.nk moved to neate the attachment contending that 

under hecutive Order Jio. ,8389 Ita depoB1ts vith I'ew York banke vere vbol17 

unatte.chable and 1n ,the absence of a 11cu,se by t:he Secret&r;" of the !!'reaBll17, 

there could be no jurisdiction acquired by a I'ew York COilrt. !he lower court 

in I'ew York 'tI;p-he1d .the Polish relief organizationI s right to attach these 

aeBeta o In doing 80, the lower court reasoned that Blnce the :mulIBnsan Govern- . 

ment could a8lign IlUCh gold, the pla1ntl:N' might attneh It. 

It vsa the IJ11)llcations of this po81tlon which' caused the Government 

to &p'l1e&r In the caBe H' CUB cmr1AI. If the court In I'ew York .teted that , , . . ~ 

88eet. llocked In the Vnited State. vere .ubJect to attachment because the,v 

II1gbt 'be assigned vi tbout license, 1. t lIlean't. In, effect, that persons under 

the domlnatlon o~, the.&:d. In JJa:rope coUld be forced to ..1I1en the1r assete 

• 
-

1.n BarOpe,. either to the .A:rlaor ~reprobabl7 to l1n.tral eloaic8; as are.ut• 

althouch ". alght keep a ..eta techD1cal~ 1l0eke4. the beneficial interest 111 

lu.ch allet. 'ucht be wreated from the tZ'lie ~ner8 i.n ocC'tJI)le4countries &ad 
.."~ .... . ..... ""/ 

, 
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tlow to the benefit of the .A::ds. This vent debt to the heart of the 

~ free£ing control• 

.Actually, va vere concerned vith thie problem as early as June 

1940 when 	a general. ruling aloZl& the foUo'foing lines ~as dre.ftecH 

"oti~a 11 he~'b7 c1ven that no llcenle authoris1ngthe 

transter of property directly or IndirectlY by an Invaded 

~ouD.t17 or Dational thereot to anInv841ng coun~ry or national 

)hereot vill be Iasued' \1.11der keC"J.tive Order 8389, al amended. 

!he 11D.1 ted States vill not' :reco~ze.a:D.'1' such attempted tl'8JlS­

ter but v1ll tre~t. the lame as being null and void.' 

A metlore.ndum was prepared to the Pree1dent at the aame tl.e atE',ting this 

ruling Vas conaistent with the 8.lll1O"!1ncement tbE.t he had maae that the 11n1ted· 

States wo~d not recognize ~ transfer of ~ Western Bem1~here possession 

from one non--.Amertca.n power to another. ~18 rJling vas not Issued. 

!he problem, however. continued to concern Treasury officials. 

!he Polish relief CAse tended to increase our fears. It vas recogni~ed that 

the decision of the lower court In tus case could certainly have given rise. 

to hope. on the other side. at least. that the courts of the l1nited Statas might 

recognize that such aBBi&nments were valld and that the beneticial. interests 

in the assets could be transterred. !he case vas appealed to the Court qt 
,; ~. 

~ea1s In Hew Tor::, and at that time. the (Jovermnent decided to appear h' CUB 

gu,rIae ~ plead our polltion. 

OUthing that bothered a IImIber ot persons In the !reasU17 In . 	 , . 

• 	 arcu1ng the case vas that under Section 5(b), as amended,. the ao,..ernment had 

Brjprel. power to 4ec1are tranlfere DUll an'- To14.!be.t poYer had not been 
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azpresslr UBed by the !rea:ury Department and. ins~ead ve were ~arently 

• £oing into the court and arguing the.t the ft.ct tbElt the transfer Was not 

licensed by this government made 1 t void. Kan,.v felt that we should exbS.ult 

the powers of the government in maJdng auch trans.::.ctions void and. t~en go 

to the court vith the proposition that the .eeut1ve and the COIl6-resa had 

done eve%7tMnr: in their pover to we theBe transfers void a.t:.d that it 

Vas "01'. to the court. 11l ef'fect. to ~k UB 'UP•. bt vas in generel. tte 

position ve took when ve issued General lhlling 12 the day before ve filed 

our brief in the case as amicms qnr1&e. 

General 3.ulill8 12 provided th.e.t!j (1) any attempt to a881g:l or other­

wise transfer interest in an account that 1s blocked 1s void, (2) ~v tr&nsfer 

mate after the ef~ective date of t~e Order. even be!ore an account Ves blocked, 
. . 

vas une~orceable with respect to property in a bloeked account. In ot~~r 
, ­

words, once the aceo'mt bai been blocked,· BVell a tre.nsfer prior to the blocking 

Vas une~orceable ~ess licensed by Foreign Funds Co~trol; and (3) licenses 

vere req,u1reCl to validate transfers J:1ede before the ef~ective da~e of· t~e 

Order unless the person to vhom the trensfer vas effected had vritten notice 

of the transfer be~ore the effective date of the Order. I~ ad!1t!on. the 

ruliq provided the.t if a transfer vas licensed. either before or after the 

fact thet transfer is Just It 8. good as thoU&h General lbliD£: 12 or the freed,DI 

control. had never been issued•. .A. further provision in the ruling provide!! , 

thAt the Ju4penta person obtained gave that person DC greater right tha:l 

the cntiler of tbet '~locked propertr ccr..:!.l.d give S'tlCh pp.rson volunt~lT without 

a licenae. In other vords the Judpent 'u far as the freeEing cor.trol vas 
. . 

concerned va. pa.t in preciselr the ame po&1 tion as an ord1na.17·~ent order. 
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..•. ­
'!ra.na:ter'vaa defined broadl7 to incl"Wle' .~ actual or pur,porteaact 

• .'l'tranaaction, the pur,poae, intent, or eftect ot which was to create,- ~ 

~render, '~eaae, tranlfer',oralter,'41rectly or ltuU.rectly, &ZlT right, 

,Z'_~. ~oYer. privile&e. or inter,Bt vith reapectto &DY property' and 
.,. .'. 

" vi thout lia1taUon 1Qon the toregoin& incJ.uAed the making, execution,' or 

4ellv6r,V of ~ ....lcnmenta. 

In i.au1ngthe General ln1ing the Secret&r,y of t~e~reasur.r Ita~ed 

that,''ualiOeJ1led ilranafeH of blocked ..1.8ta IIlwqa have been 'RId u4 " , 

uen:f'oreeable under the 1'resllng ordera ~ that to~l. rul1nc lervea the 

PUl'POse of empbB.s1dng thi8 fact 1'01" the 'enefit of fUS'3 of the :public who . . . 

~ hAve overlooked thil a-.pect of freesIng co~trol.· 

In the 'brief, apecific reference Va8 made to GenerE'..l llulin" Jio. 12..~ 

took the position tbet IJZf3' U1llicense4 transfer V,,8 void; tb.F..t, however. ve 41d ' 

not object to the atte.chment action. ao long as &DY Judgment re8"Jl ting therefrom 

vould confer u»on the party obtaining. the Judgi:lent DO right greater than tbe 

o,..ner of the blo,cked account algbt voluntari1.7 transfer. Which right ve aa.1d v_ 

nothing. 'WIlen ve 1Icen8e~: it.. In other vordl, ve add the..t t~e owner of a'bbl 
'. . 

account can tra:ceter no int erest in that account, UIlless the transfer ia l1c.n.~c- . . '" _.. 

by the ~reaSU17; that a !re~SUl7 11cen8'e permi ta the transfer of IJZf3' intereat : ;~
• . ' <.,. 

In ~he blocked acCO'QDt vhich ve 1ave licensed. ,Ve then aaid that a Judpent :. 
. ,.: .. .' ........ . I .' 


.- 'acaiDat bloclt'e4 aBletl CWI. conter DO cre;!1Ger right thaD.. could be obtained it 


~ 'the oner, of 'the blocke4 account ~ 'YOlutar11T .tt8ll.P~ed to ,t1'8lllfer the, 

: • p' • • - • • -' ':.' ~ • 

"11 'uaet•.~' 'the' Ju4pent cre41to~. 1fh1oh.~ tha'theJudpent tr&l!.c~er. no 
. ,~ .. ": "~ '..' '. ':', . 

• 
: :res1iutereit weaB ·the ~eaaui7.l.1cen.elJ the t1'aD..'1'e~~· 

. . -

. ,; . . ~ . " ~', .: ' ' ''',". ~ .,.::;. ...._. . ~ ~ -. -; _ :.' ~. ~ t. , . 

1 t t'a:rther bJ!lcate4 ~batthm-:;,a. an, attachable interest in the gold but that 

:.-i: ~i' ,:~+'\- v·~~~~h~~it(~~~:~~.~/,~;:::~.{','·· 




•• 

the interest or whatever wal! acqu.ired. would be aul:j act to a l1ce::ls€ by 

~ 	 the ~easury Depa~toent. T~e dissenting opinion categorically aai~ t~t the 


assets were ~ot att~c~ble. 


UIleqUivacal.l.y 4eeided the i8S"J.e presented in t~s case in favor of the 

. CQvernment'. position that an attachment otthe blocket funds was prohibited 

'by lb:ecutive Order 83S9 ucept purS".lSAt to ~re&8Ul"".f license.' !:!he point on 

which the ~'C.1't 41ttered Vas the question as to whether an attacbment 

aubJect to license, which would cre.e.te or transter an interest in t~e attached 

property only as the approprl;ate licenae were torthcc:W!:ll€:, could serve as a 

bads for .1urisd.ict1on over the non-resident defendant. !rhoe lM;ority of 
. 

the court thought it could. Poi:~ti!l6 out that the New Yo:-l:: "ca.:":'::s uncfllestion­

ably owed debts to the defendant, the !umanisn ~~,'w~i:h coule serve as a 

rea rJ.!ficient to confer jur1s~ctioh Over !~e d.efeDdnnt. it s&1~: 

'~~e ~e~~tive Crder did not prohibit attachment o~ the con­

ceded interest 0'£ t:he de~e.:.dant in the cred! ts upon w;#j.c}1. the 

levies were t:lEc.e. For All we know, p~ent 0'£ the blocked. ac­

CO'.Ults to the ·credit of this action ce.n be perm!tted consistently 

w1th the purpose of the Ora.er. ~"e are x:.ot to presuppose that 

this will inevita.bly be refused in event of a .1ud~ent for the· 

J)l,a1ntift. !'he lein of an attachr:lent is alW~'8 Jvpothetic&l 

in .ome dee;ree. A 1seizure subject to license' was, we thln1:. 

trI1f:f'1cient for the purpose of .1u:rild1ction in remov'er the 

. depos1 ta 1n qtl9Btion. I 

!he 41uente:rl thOU&ht 1 t could not. 9!hus. Judge 1inch said: 

llJio e~fective le~ cp.n be made w~ere the right .which 1s 80'J.ght 

to be'attache4 1. not a rigbt in praesenti or 1n fut-l1l'O. but 
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1. merel.y a right ba.aed .n " contingencyvhich llIIq or 

• mq not happen 1n the tuture. n 

'What the plaintiff 18 8eaking here is a re8 lNf:!'1c1ently 

1lluaor,y not to fau ,,-1 thin the all-1nclusive prohibition of 

thlJ .ecut1ve Drier and at the lIame time to be .N:rflc1eIltly 

IrUbstantial to afford a basis 'for Jurisdiction. In 'IIJ:3 opinion 

INCh incon8istency 8eeks the lJqposs1ble. Bence Wi thin the 

~thoritles.DO att~hment ~s po.sible.' 

!hat Ws i8BU.e of the nature 0_£ &ll attachable interest on the 
" 

.Hew York law. va8 the only issu.e on which tt.e CO".u-t 41ffered i. made plain 

"b7 the foUar IJli further ateteme:c.t of Judge J'1nch: 

'If I unders~and the,difference of opinion in tbis court. 

it i8 that(the maJority) ~ake t~.e poBitlon that a transfer 

"b7 attachment .. be made condit1oned upon a lubseq'.lent 

releaelD.i of the deposits br the Secretary of the ~reaBUry.' . . 
loth the maJori ty ane. the 41esenUn, opinions An the Polish !elief 

. caBe tlmsreJ ected the view that a; tranBferof olr.'llerahip in 'bl0 eked property . 

could be .me.de v1~hout a !rreaau.r,y licens.e. :Both opinion8 rege.rded the attach­

ment &8 'l::tDotheticel' and II lUbject to license' in the aense the.t it vouid create 

DO lien mel transfer no intereet except with the license of the ~ea8l:l'Y" .' 

Department. !!he maJorit;yreprded INCh an attachmen,t &s a:f'for41nc a 
~ :." 

• 
.lIUfficient bUi. for theezerci.eof Juri.diction, vb11e the USBenter. 

thou&ht 1.t vaS· not. In aho~t. there vuno reel. ~ffei'e:lce of opinion as to t:he - .. , 
effect of ~e freezing regulations, the. maJority aDd the 41seenter. differed 

on17 on the 
-
..estion of $he 80rt of lnterellt needed to.pe1"Jll1t the courts of 

'",' 
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!!he 1lJi11icatlo118 cf GenerEll Bullng lio. 12 were ae;a.1n raised. in 

• 1944 in the SI~er v. Yokohama Specie:Be.nlc. 2S3 li.!. 642, 58 li.]. ad 7?i> (1944) • 

~e S1n~er case arOBe out of the att~t of the Stander~ Vacauo 

• 


Cil Co~allY in Japa!l to rem.i t money to 1ts lew Yo:-k head ofnce. After 
, ~ 

kecutiveOrt!.er 838e becEJ:le e!tect1ve foz' Ja.P£.!1. St&nda!'d. delivered Y·=ll to the 

Yo:.:.oha.ma Specie ~ in Jap6ll wi t~ instructic!ls to pe.,v t!:.e dollrr eqhivalent 

to StE.lldar4 1~ .ew Yor~t:. ,1J:'he %oltohal:la Specie !ank instructed 1ts New '!ork 

agene,r accor4in~y. and the New York Agency ac~wlg~ged receipt of t~cse 

1nstructions to Stands.r4 1.0. Jlew York. 'D'pon the outbreu of var v1 th Japan, 

the Rew York Acenc7 of the ~ vas plac~ 10 liqu1ietionv~rsua:.t to Section 

506 of the ~ew Io:-1: bEl.."'..dng law &il~ the pla.!.:itiff', . as Stan~.rdl B assie;nee. 

t11es a. claim under tr~t .ection. Under Section 60e only creditors of the 

l3ank wh:lse cla.!ms &.rose out of the tra.::.s&ction had by 1 t wi ti.: the :t;ew Ior.:.t 

ae;~ncy were G!:ti tled. to share in th~ ll'i?W Yor:::': assets of t!1e :Balli:. Tile Court, 

of .A:Ppeals held the facts alle~ed. in the af'!'!Ci:-:'I-i h before 1t leITe-a. to 

create an obll&;c.tlon in f£.yo-: of Stc.nde.rt!. en!'orcible &t:ainst the !~ew !o=~ 

transz;ctiooe in foreign e~cLa..ne;e "preven·ted. the pSo;,'1:.e:::t to St&!".l.Cc.rd until 

a :'reaS".l17 license W&S procured did. not lake co.nc:.iticnal t'!-J. S obl1g!".tion 

, 
Actuall:-", therefore,' on the fa.ce of the opir.ion itself thP.t t~e 

Court did not purport to pass ~!"! the q".lel:tf"cn whether. 8ll 'p..8E1g:1lr.le~t 'by a 

"nat1onel- of a ,blocked countr,r of property held in a ~loe~ed e.eco~nt in a 

c10mestic 'h....'!k 11 ef!ect'!ve to create 8.!l interest 1:1 such propert:-. !he
• 

Sinaer 4ee18ion. accor41n& to ~ree.s~o:t1c1alB.muBt accord!~y be 

rea4as assuming that no' tra,niact1on Vas there presented which vas prohl"b!ted 
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by Ixeeut!ve Order 9399 or Gener&lBa1in~ ~o. l~. and t~t therefore the 

• ,r8.I:.t1n~ of a lice~8e was II.Ot a prerequislt te to an uncrJ&lifled ju~e~t in 

favor ot Si~er. but was merely a cona!t~on to the pa:-T.f'nt of that juda,""'!lpnt. 

~ fIl.rther qualifY thE' !rreasu17 p08~ t10n in General linling 12 1 t 

issuei in ..iugt.lst. 1946 Pab11e Circular 1'0. 31. This Circular atter.riite~ to 
. . th.e valid1ty of . . 

t~thercr.r8tall1se the ~re&8Dr1 view with res?~ct ~o/attachments acs1nst 

blocked pro:iJerty.· It eJ:rl)ha81zed in the first ·instE.::.ce .thE.t under pcrE.graph 1 

ot oenerBl.~1niBo. 12, intere~ts in blocked property cannot be ac~u1red. 

transferrcQ.. or created by unlicensed 'transfers". It was i"-".l'ther ind.!c:",.ted 

that 
, 

an ULlicen8e~ transfer may not be the 
~ 

basis for the aSBertion o~ recog­

ni tion of SLY rl&~t. re:le~, power. or pr1vile~e Vi th respect to. or int!'rest 

in. any blocked property. It. pointed out specifically that an attachment· 

const!. t".1ted a IItransfer ll under General Ih::.ling )io. 12, and provided. t~t &Ii. 

~icensed attachment could not op~rate to transfer or create ~. intere~t in 

bloc:::ed pro:?crty. Z.~e Oiro·.:lar furt~er e::.phasized the significance of 

Paragre:i?h 4 of Ge!le!-el. lb1in& 110. 12 wh1c!:' indicr.ted. thet the Tref's'.lr;: ht!.d. 

no desire to interfere with the orderly cals1deraticn ot cases by the Co~ 

·providpd tbat the rer.ll.ta of co-::::rt .proceeQ.1ngs were IUbject to the B&lf'. policy 

consideration from thp. pol~t ofTiew or freezing control ae those ariB!ng 

from voluntary &ctienor the parties. lnthh cO:n!1ection, it pointed out ~hat 

this paragraph did not constitute a l1c~Be authorising the seizure or creation 

of any intereat 1n 1,)10 eked property by attachmentprocee41ngs or other lep]. 

process. ~~8. the !rreaBUr,141d not deaire to 1ntertere With8uch litigP-tion 

• provided 1 t vas understood th.:~t the .1u4.1c1al process cannot Vi t!\outa license 
, • > • 

or other authoriaation trom the 8ecreta17 of. the .!rreasur"';' oper::.te to transfer 

or create ~interest in blOCked property. au."DsequentlY • .in the case o! Kt.rkham 

v. ~lor. ?O r. Iupp.OO2 (1947). the ~r~SI1r.r1 B position Vi 
. 

threapect to-
. 
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Gen~ra1. Ruling lTo. 12 ve.s furt~er claMfied•. In this ca~e, t~E' Alier.. 

• 	 Propert;y (}Ilstodian had beBtea. aall rib~t. ti1ile a:ld. intere.st" of AEE, an 

.Austrh.n co~er&tive.ociety. in certain ~u.nds hele. b;r ASc.AP, an .Americe.:: 

aesocie.t-:ct:. One crll~;:t.!cn before t~lE: co~t we.s wr.et}-l!?r Propper, by his 

~~oint~e~t a!ter tr.~ ef~ective date or Jzeaative Order e3C9 &1 pe~~eI:t 

receiver of ASCAP, had acquired title to the funts prier to tl.e iBS'U.!!!'lCEI of 

the (}llstodian'B vesting order~ ~e court held thE.t in the a~8ence of a 

11ce~ie by the lecretar,r of the Treas~, ~rop?er·s appoi~t~e~t 'e.s receiver 
. 

gave him no 	 int.erest iii the ,f'llnds. ~ter lletti:c.c; O".lt &J?pl1ce'ble 'prov1si~::B 

of ~ecutive Order 8389, the court aaid: 

"Clee.:'ly, under t.he langtl8.6e of ~tl"..1sCrder, any unlice~sed 

transfer of the AlJ.t funds held by ASCAF vas expressly proMbi ted. 

And this prohibi tion ve.s as aPlJljlcable to So transfer by Jud:!.cir..l 

process e.s to a trens!er by voluni~~ e.ct. EVen if there were 

~v e.o~~t on that. subject, which I do not ,entertain, t~is do~bt 

Vat compl.etely removed by the interpretatiTe Gene:-;>! lhlling No. 

12 iSBaed by the Secret8l7 of tht~ 'l'reas'l!l'Y OIl April 21, l~~Z. 

Under this Bnling it vas provi~e~ in Section (1) that an;y 

unlicensed tra::lsfer of tc.nds, 8uc:h as involved ,in the pr",ser.t 

action, Vas 'DUll ana void', and iD Section (4) t~t no trensfer 

of such tunds by Judicial process created a grecter.rigr.t 

than the owner of the fund~ could have conferred b7vol~ta17 

, act prior to the issuance of a license. In view or these 

preh1'!::i tieLB of the hecutive Order 140 not thick th£.t the 

defendant Propper obtained ~ title to the ~ fu."laB held by 
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.AS~ on his appointment as permanent receiver on SepteT.lber' 

• 29. 1941.• 


!be i8sue V&S -cain presented in 1?47 in Leedl v. ietzeh8tein. 


where the plaintiff cie.1med a right to the depos1 t and eecr.l...-i ties in the 

.name of t~e 4efendantbaaedon an allegei alsignment to him by the defe~dL~t 

after the effective date of the 'rder and~ thollt !lree.sury license. !he 

Lower Court in lew York held for.: the ple.iatiff and ordered the defense 

••tricken ane. the.t the defenda.:lt Vaa incapable of ~csdn~ t1 tle to the 

'bloc::ed propert1 Binee the a8Bigiunent had nf'ver been licensed b? the U. S. 

!'resS'l;U"y. 

(e) 	 ~sclor;re of beneficigl interest in le~;rlty accounts - Gen~rel 
Min€: lio. 17 • 

• ery ba.riker knows thet 99 percent, if not a!~, of the securities 
, 

~eld b;y American ba.rikers in acCOi:llts in the names of tordcn 'ba!:U:s and 

othe:- fina.'lcial insti tutions are the propertY'. not of such foreign banks. 

but of their custo~ers. The ~~300 reports filed b;y AmericLn bankers t~8tIfi 

that ~~ere are ver:! ff1l; instaIlcee in V!'!.iB,h t!le American ba.::Llts know the name 

and nationality ~ the customer to whom t~e securities actually belong. 
~- ! 

Under these circumstance. It soon beca~e clear to offieials of Foreign • 

lUnds Control that t~e freedn& control vas ineffective in an ImportE'.llt 

area, in that foreign banks and other financial inati tuUons (X)"Cld freely 

transfer on their books 18C'1lri ties held in blocked &eCOWl'll! in their ll8."!Ies ' '" 

in the United States. . . 

J'or eZ.azqple, let U8 .-appose t!'".at Mr. ~nt. a F:-ench::lan in Peril, 

• 	 had 1000 abares of ::gethleham Steel With • Ge:leTS 3ank 8!le. thE.t the 106, shares 

had. been 4e,poBi ted by" the Geneva bapk in an account in i'ts own Da.':le in a . 
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liew York 'bank. !".o.e Geneva lJa.cl:' 8 account vi th the Hew York 'ballk WaF blocked 

1n June. 1941. .However. the lew York ba..nltknova nothing of ~ont t S ownerahip 

of. the 1000 .bares of Jetl:llehem Steel 1n ~he accOunt of the Geneva bank and 

there was noWnc prior to the provisione Bade by General lbllinglio. 17 which 
'. ' 

would effectively .top the Geneva bank from ,acceptinc 1natructionstrom 

,Dupont to transfer ownership of the' 1000 ahare. 01' :Betbiehem' Steel. O:l. 1ts 
. 


books. '!bus. ~nt Was 'free' . to 1utruct the Geneva bank to transfer hi.
. 

:Bethlehem Steel ahares on 1 ta book to Ban. Sebmtdt, a reBidtnt of Ge~. 

and there Was noth1!lg in the Control to atop the Geneva bank trom complyine " ':}
l 

. i 

with ~ in.tr~ctione. Once'the .ecurlt18s were transferred to Schmidt on 

the books of the Geneva bank. Schmidt was in a position to sell those secur1ties . 

\0 ~ &Whs, Spaniard-or Poriugu.ese. !hus. aecunties held in blocked ae­

counts of foreli1l ba.n1:s attered the Germans a means of '.ecuring foreir;n 

uclJ.a.nge or any ~ther commod1 t:' that wa.s available and needed. 

General Bulin, lio. l7,pronrJl,ated on October 3D, 1943, was directed 

precilely towe.rd preventing this e1tua.tion, 'that is. the unlicensed transfer 

on the books of a foreign bank or other financial institutlon located in a 

foreign country held 1n the Dame of euch bank or other financial inst! tution with 

an .American bank. The General. lIllinsproceeded v.pon the asS'1lll1Ption that 

treeline meant freesin& of owner.hip 1n a part1cular person. 

!he baalc prohibItion: 01' GenerEl. lIuling 1'0. 17 Ves again.t the 

etfectuation of 8lI7 tre.nlfer Vith ,reapect to aecurl t1es 1n a blocked accOWlt 
" 

of a foreign bank or other fin&!lcial 1nat1tu tion tmlesa the .American bank 

vith vhom the aecU.r1ties Vere 4ep)aited knew the JW!1e an4 national!t,. of 

the beneficial owner*o~ the aeeur1tie. and of all transters with res,pect to 

, ~ , .' 
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. auch secur1tiea since .April S, 1940 or .i!lce the ~te o~ the deposit of tl-..e 

• .ecuri tiel ~nto the aceou.ut,. which evE'r Was later. ~e prohibition went to 

the Bale and purchase of 8ecu-~tie8 and to the receipt of d1vide~ds, interest 

and other income on securities. ,If thi8 prohibition had b~en left without 

exception, there wollld be no ,traasacUon or 'Very few transactions: in blocked 

aecurl ties accounts. llecogn1d~ that in ~ c::ases it Was not poli tic for 

the name and nationality of a particular beneficial owner o! securities in 

1ta account, the ruling provided tor a certifi~t!on procedure vhereby a 

foreign bank in ~oae name securl. ties vere held coi:ld certify that no person 

1n a blocked country bes or bas .had an interest in thoi'!'l securi tiea since 

~rl1 8, 1940 or aince the date on v~!ch the .e~~ities were pl?-ced into the 

account. which ever Was leter, end thE>.t booke e.nd records o'! the certifying 

·bank: woultbe !!lade availeble. upon· req'.lest to the ex> nsular or d.lplomA.'t~c 

officers of the Yni ted. States In support of such certlfic:. Uon. When .'t".cn 

ce~tif~cat1ODvas ma~e, sec~1t~es could be bcught end sold ~:d dividends 

and income the::-eon equally as thoug!l the .6..::.erl.can be.nk had f-,lJ.,l lcnowlec.ge at 

In orde~ to avoid creat!n,ac~itional burdens for domestic coupon 

• and 	divlden~ paying agents end to minimize possible loaseswhere neither 

such 1.nfomation or certi!1cat!cn vas aTa1.1abl~ the, r..;ling also permi tted 
. 	 . 

~ 

eeles of securities aDd rece1pt·of dividendB and 1~ter.at thereon provided 

the proceede were depos1 tet:. 111 a Qener!'.l. 1b11ng lio. 6 acccnnt.· 

• 
~e Gen9ral lIuling contained 88Te::-u reporting requi~T.1e:l.ts includinG 

a req'.rlrpJ!le!lt thatvhen an Americe.,!l''ba.DkCeta 1n!omat10n with 're~;pect to 

the ownership o~ securities :wh1ch vaa not rellorted be!ore it must filA an 

appropriate new or oe:ded ~i'B.-ZOO report e"ten thot-..;L no previo;.:tB !:'T>300 

report vaa requ1 red•. 

331518 . 
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!he new regulations eXeIilpt.ef. frou. their operati: r. every trar..Bact!CI!I. 

• 
 . effect':t:. und.er the .ceneral licenses e.x.ta::!ld.!~e. to Portugal, Sps.ir., SWeden, 


or &wi tzerJa nd or ~o th~ir central bE...:':l:s. !l!hese ge:.ereJ. liceus~6 conta~npe. 


:-eltr~ct1"ve p::"ov1s:~nl l1milar to those it.co:--"iIor:-.t.E'd i!l.to tLe nen: regule~ions. 

!l'he &wee.:, Ell Gover...L:le:::.t. 10!leti::',e ~:1or to the iss'\l.el!ce ot' the ruling h.Qd 

arr8.D4i;ed to .,grsi&te the aec·J.ri ties· held in the -'tn1tea Statt's in ACcounts 

of Swedish !1nanciel institutions, ow~ee. ~J' nationals of other ec~:::.trieB 

from tho6~ov~e~or~7 1r~ Sw~d.1sh nationals. With respect to t~e la~ter the 

Swedes certified o~eration£ under the Swedish generGl lice~se ~e.t~~s 

their Ii&~1cr.als were not incoftvenienced b:' the r.::ling insofar as the~ r 

le~i timate and bo!lB. f1de transactic~s were conee:'n€e:. :;;::"e Sl-::!.ss, hOt; ever. 

lIat:. never =ade lJ'.lc!la segr~gaticn. l-loreover t!ley hal. alwe~s been unwillill& 

,to take the res~o;::.s::oili t:- of certifying any tre.tisactious unG.er the Swiss 

e;er..er.e.l liC6116e. exce:i;:t t!losc Which were solely for goverll.":le:.t or cent:-eJ. 

.~ accc)UL.ts. 

General ~Jlir.e No. 17 was a &wiss problem. ~.iE: VAS 

due to theSw1sB secrecy law UL~er v~1ch S~~ss 1~'t1t~t1tnB we~e eitcer un­

a'ble or U!l\f!ll1ng to !u:riish the infom!:"tion or to obta::'n it tror;, their 

-clients. 

In 1944 a-group of Swill ~er. cor..ferrea withTreas~: officials 
. . 

in Waah1~cton to ~ore possibil! ties of Vc)rldnt; out a' wbsti tute for . . 
General Bulin;; l!o. 17. a procedure for fe.cili tatiIll: ~he un1:locl:1%l4; of 

SWiBS assets. 

:!hey ajple.1ned the tfConvention G.!. U vMch Was Bpor.sored b;~ the 

Swis. !anker. Association and accepted b;:" 'the ::Sri t1sh 8.8 a beSis fo'!' 'pe;rment 
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of income on Sterling .eeurities·- certain banks, de.fgnated as ClasE A . 

• and comprisinc seventy of the largest baru;s, could certify in a!fi~vit form 

the non-enem7 character, 8inceSeptember 1939, of -Sterling investments. 

Class 13 ba.nks, about .sixty in DWIl'ber, ~o1lld l1kewise sign aueh a!fidavi t . '. . 
forms but the affidavit does not become valld until 'Counter-signed either 

.by the Svi •• :Banl:ers .&aaoeietion or a Clau .A. ban!:. 

In add! tion, the Swiss '.'.Bankers .usocietion promulgated unilaterally 

Convention 4 .A. and Convention L. Conve~tion ~waa applicable to all foreign 

a.ecur1 tiel traded 1n 8w1t:erle.nd. 'Under this convention. a bank cer~it1ed 
i 

that einee a certain 4ete, generally September 2. 193? the se~l-~ties have 

been continuously held by Swiss nationals permanently residing in ~itzerland. 

or by corporation. which had been determined all Swis8 corporations b7 the 

Swiss ~rs Association. "!he ~ose was to faci11tate the marketability 

of such .securi ties and enable prospective purchaaera to be aSB'Ilred to a 

certain utent, that he Vas ~llE: a IJclean" security. rus convention covere 

more than. the 130 ~. under the 'Convention G.~.· .ince practically all f1ra. 

Which were members of the Swiu :Bank ......oeiatioe. w~ich included precticall7 
. 

all banks. could Ta1idly .ign suen ·a!fldavltson their. own slgnature• 

.l.tf'ldavite unAe. Convention L Vere Ie two formll and had.a more 

limited pur,pose than·those ma~e under Convention A. .l.tt1davlte un4er Conyention: 
. .' ..... 

merelT cerUll.•d .tbet th~: ·...curl·ties ha4 'been in SwItzerland on or before 
. . .. ' .. . 

June 1, 1944 and 
~. 

.ine. that date belonged to a Sviss resldent or a recognized 

81d•• corporation. .&nothertorm of thi. a!!'1davot co'l214 cert1f}" tha.t the 

.ecuritlel had been 4spoaite4 since September 2. 1939. or perhapa some
.' . 

later 4ate. 'bu~ 414 not make aDTre.presentation aa to the natlonal1t7 or 
. ­

residence ot the owner. 

'. .' 

. :.....~ ':. ~~1' '-... -tiI£d..J ..;) .1) "'-U 
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lJnder the .tandarcls imposed 'by the Swiss :Bankers Association. a 

• cotl>ore:tion was a' SWiss corporE.tion U' 1 t haC. a predominant Swhs intlO'rest • 

J1fty~one percent would suf!1ce for that pur.pose, although the clele€~tion 

~'l!6ht to ass.:..u.e us that ger:.erally tl:.e percente.ce was JIIIlch cr~ater. The 
~ 

4elege.t1on te,lt t!1Pt it it I'Il1ted the :British, perru:.ps thq could finct &. 

common meeting cround with '0.8 • 

. Many of the detects of these a!fi4P.Y1t cODYention! were self-evident-­

....en those~ in. Convention G.ll. !he SviBB banks,. ~ virtue ,of possess10n ot 

the seC'U!'1V to be Teritied, took the posl 'tion th!!t they' c011ld tlmf' p!"cve 

at e:I17 t1me from their own books the correctness of t~e a!'t1dP.Tit. '!nowingo 

the S....:1.es predilection tor tnm1!:;r tra.st" hol41ng compan1el', retention of 

be~rer stock ~ notp.ries, attorn~s end the like, tne use ot tide! cone1. 

s&!'et;v d.~08i t boxes, ell under the protection of tlle S......he sec!"ecy' 1p.."-t:. 

it wae d1ff!et~t to understand how a SwilS .bank e~d det~~ne t!"o~ it. 

own boob whether t'!le ostensible owner wns or. was not a e1('·",J:.: !cr- an ene~. 

Under all 01 tllE:~~ eo~yentio:csJ no CI!le could. e.::r.aolne or inspect t~lE' books 

of 'the Swi,s bank8 to det~~1ne the aceu~-of ~ dec!~retion. None of 

the conventlo~B &p~11ed to cash accounta or the ~roceecls of se~J-~t1es. 

Certain of the convention! did n~t even maze e~T repre.entaticn with res?ect 

. to ownership. Even Convention G.l!. did not do more than permit the Swiss . .,. 

bank to collect incoEeon Sterlinglecuritles. ~s~ite our persistent 

1nqui!7. the delecetio!l could not 8&t1sf1' '\1.1 thet ME! bSl'..l:s were in a 
, .' \. , 

position,in view of the lecrec:rlaW. to £0 'behind the be.n.1t'8 record of 

• noniaal tiUe• 

*45- .,.. 
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, Jccol'41ngl.y. 'the 4e1epUon Vaa a4Tiaed 'that IIZfJ' procedure a. 

• '~~enUon G•. :B• .or ~ a4apta:t1on 'thereof vas DOt acceptable in Tiew 01 

,'their lnt~'tion 'to comply atrictly vith aDA to leave 11I1che.llenced. their 

.ecrec.y laws. lasponaibllity for 4etermin1ng Swias oWnerShip under theae 

aelf-bwosed 111111tatior.a could DOt be lett lr,y thi. GoverUGt to a private 

...ociation of bankers. If 'the Bw1a. Gover-oment or 8D7 organization, acting . 

as It. 1lCflDC7. vould DOt certify 'to a 'tranucUon. 'th1'. CJovermnent could no t 

'be a;pected 'to accept u::r 18aaer fol'll • 
.', 

!he,8v1a. 1hove4 DO 41aposiUon OD. 'their part 'to free 'their 

hands b.Y raco.ending to their own Governinm,'t IIZfJ' ao41ficntion of their 

aelf-impoeed limitatione under the aecrecy law. Since the Swi.s did not 

aeem willing to Bolve thia problem o~ their own, it Beemed llLCWDbent upon 

'th1a GOve~ent" in enforcing lis, own reiaJaUona t to atrengthen the raling . 

'to force di,.closure of accurate lnforIM,t1on.. !hus, it Vas considered that 

'both certificationa and identifications should be verified by the financial 

lnaUtuUon involved and ahould bs backed up by a pledge to produce aaUafaeto1'7 

40cumentar,y evidence to tMa Government, notwithstanding ~ aecreCT laW, 
\,;;,~ 

and If the beneficial owner v .. alleged to be "pLre Swiasa, the certification 

aDA identification could be farther wupportecl lr,y a.!!'i4avi t and documents1'7 

evidence of auch owner. In the abeence of auchcertification or identification, ' 

'the 'raliq ahouldprorlde that DO tranaactlon of ezq ld.nd mqtake place In 

ncb aD IICCOUll't • 

• 

. !'he M.a lecrec7 1_ In 1'taopera.'tion Vaa further faclli'tated b.Y' 


$he IArdce of the ollD1"bu acCOUD.'t. !he OIUl1bua acC01Ult la ._rel,. 'the account 


D1ch olle t1aaDC1a1 lutitll'tlD11 M1nta1n. In l'ta GIIIl .DIllIe Y1th another financial .' 


lnatltution lnwbich are kept fands and aecurltle. of Ita own. 'together vlt~ 

, . ... .,' , 
., .,-'. <:'. :' 
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ihoae of iis cuBioJ:lers. Ii ~ be one account which is only b~ken down 

• on the books of the depositing institution, or it mq besub-d1v1ded into 

-yanoua BUb-acCounts or ra.bric accounti. In order to COJ:lba.t the ~loak1ng • 

.spects of the use of an othel'Vise normal baDldngp:roce4ure, es,ecially as 
. . 

. " . ',' . 

eia;ployed by neutral CO'allt1'1 es, i i Vaa also' considered desireble in atrengthening 

General luling 1'0. 17 to re(~:u1re • cOJI.Plete nb-41rla1on of theo1DD1bua ac­

, count ao. ihe.t each sub-account would'~pre.ent not only' the aecurliy but also, 

ihe cash ot each customer of the" 'bank ln whOae DAme the ombus account le ma1~-

iained. !hi. would make cOncealment not 01117 a:penei'f'e, to the cuetomer, but, '.1 

wess ihey dedred to rilk: rloletion ot pur l.-s 'and ~ttendani criminal 
.( 

. , 

penalties, lmpractical. I'ot only would a brep.kdoYnot cash, 8.S veIl as securiti 

account. have toratalled concealment and forced dilcloB'\U'e of non-Swils .... 

aets alre~ here, but it would have fUrn1shedan e%8llple to the other United 
" .' 

lla.tions who hnd experienced a night of capitel. to S~',r1 herland, ln illustrating , 

to them how they might unc~ver thi. night and enable "t to force its sub­

jects to rp.verse the procedure." Concealment In other countries. as Yell as 

the Uni ted Statel. would bec0J:!}e quite unattra.ctiYe and would result in the 

defla.tion of Switzerland as an lnternaiional haYen and banking cenier. 

!here was considerable doubi al io whether, lf the Swisl Govern­

.ent should co~ence io uiillse General 14cense .0. 5O.for securities ir8DS­

actlon.. ve ahould allow such practloe to cll)niiJlUe. Under Genf'ral 14cense 50, 

ii would be neceaae.r.r ODq toahOw • 'Ipa.re Swia.- lntereliln a imnse.ction 

81nce Jue 14, 1941; there vaa noi reqUiremeni on ihe pari ot the Swi.s 

• Govermneni Dr ihe Mes 1'p.t1onal :Bank io re'r8a1, the DAme. of ihe parties 

1Jrf'o1'f'e4 (Vh1ch toa certain ezient la trr~ reqa1red Dder ihe Convention G.:9.) 
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DOr to turm.h ,he ev14encellPOn which ~e cerUficationwas baaed. If' 

• 


1t ahau1d 4evelop that the Swis. GoYeruent was prepared to undertake 


oertification. tor securities 'ranlactio~s,there remained the problem .. 


'0 whether 'the8lidl~ Goverzment ahould then be advi.e4 not '0 .\Uir;e . 


General Ia1cu.ee .0. so tor that purpose az:u1 that a leparate ..ore .triracent 


lecurity oertlflcatlo~ 1lcenle would be l ••ned • 


·.Da.ring'he period ot U.cus.ionl' with the Mss re8pecUng their 

ted1"88 to ..alleviate the eftects ot Gene:f"t>.l IDling .0. 17 on thelr opel'2.tlons~ 

!reeBUJ!'?otflclals were ~W~I and aee.lls of'Uchte~rac up on General 

. lDliDg Bo. 17 to defeat Swiss banlr::1Dg pra6Ucea to the extent they conflicted 

Y1th"oUr.DaUoD.al lecurlty_ It va8 the teeliDC of c.rta1n!rea.8'Ul:7' official•. 
. >. 

that the MIS 'banking Itruciure Wa. entirely out of proportion to the 

econo!!t1 of the country; that the Swiss have been able to build up their 

banld.ng bullneas to a le.r,e a:tent through tp,e dmce of the oan1bus ac­

count Wl"rOun4ld by la"•. assuring lecreey; the.t 'by destroying the omnibus 

account we would no't OUT be reducing Swie! holdings.but voulcl allo be semng 

notice on other countries tbet theT ca.n.i:lot. 1'7 1IB1DC the _e device, 4evelop 

"an UDVarrante4 podUon in internaUoDal tiD&nCe; and tli>. t other countJi es 

would be abown that theT too could 'break down the oma.1bwiaccount to protect 

their aonet8l'7 87stem aDd preTent ni~t ot capi tal. 
."' . '" 

.IA amen48d General Jb:a:J.ing "0.'17 ~as, 1a tact, d..rdted, with a new 
. . 

to defeating the aril' 'banJd.1tC practices. .&1tho'ach it awer waa iliued, it 

.would 'be uaeful '0 le.cribe the .ta points ot this proposecl J'Ullng. . . 

• (1). ,eev1Ues~ SecU:r1ti.1 in oan1bml accOUllts could not 'be pul-chase4 

." or lold &D4 inco_eo'D14 IIOt be rtlCe1Te4 wes. the lecu:rities had 'been 

.­
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.,~ 

• 

14entU'1e4 or certified and the do.e.tic ba.nk haddepoai ted the 
. . 

aecurl. tiea (in caee of purchaae). or the procee4a of aale, or the 

aecu:r1t1es 'and the ineome Hceived thereon, in a nO-account. 'When 
. . 

aecu.:ritiea "ere iclentif1ed the IlUb-acCOunt "a8 required to be in the 
. " 

Dame of the beneficial oner or owners; "here the .ecurltiea "ere 

.c.rtifie~,· the n'b-accOlmt. "aa required to be icleD.tlfied by the IlUJIber 

, ·civen to thecertificat1on. !he foreign bank "aa required to arrange 
" . . 

fDr ,ne ce:rtificationanaber for all tranaactiona effected b.1 a domeetic 

1tanlt for the _e cnrner. 

leq;g1rement~ tor ideptifite,t1on. !he foreign bank or other 

tinancialinatinUon in "hoae lWIIe the account "as maintained "aa 

required to furnish the· name, a44:reaB, citisenahip and nationa11t7, 

a. defined 'br the Order, of the 'beneficial cnrner8 of the .ecurltie. -, 

linee .April 8, 1940, or the ute the .ecurl. ties "ere :received into . 

the acCotLAt, "hichever "a8 later. I. addition, the foreign bank 

"elrequired to certif,. tbat1t would ,lIUbmi t aatisfectol'T evidence 

to n'b8tantiate this iDformat1cn. If the identified owner "as a" :.. ', 

aational ofa countr.rvhich Val not a.ember of the United Bationa." 

the foreign ~ "a' required to further 'certif,. tbet it p08••••ed '"~ 

a 'Yerifted .tatement aiped 'by the owner which clec1ared that nO 

other perlon had .. .inteH8t', c11rect or lD41rect in the .ecU.ritie. 

an4 that n.ch ~er v011l.4 n'bl11 t aati.factor.r endence '0 aub- '", 

.'uti.t. ,hat .ta'eent 111'14 the information 1U'bm1tted vith relpect " 

OInle:rahip • 

,. . 
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JleQl11tpentl fot cettifice.tion. !he foreign be.nk or other 

financial instltutlon in whose name the account Isma.intai~ed was• required to certlfJ tbet DO· person who was a netional of a blocked 

country other than the countrr In vhich sUch be.nk or instltution W8.S 
. , 

located, aold thF.t DO person on the Proclaimed L1at had an interest 

in the lecur1tiel lince April e, 1940, or the date auch securities 

vere received into the a.cC011J1t, vhichever vas later. !he foreign 

)ank vould thereby agree to turn1sh a ",erifled statement of owner­

ahip, and, u.pon request, aatlsfaetorr evidence eubste.ntiating the ,! 

_e. If the cert~fie4owner Q1' t:he .ecurities vas a national of 

a countrr which vas no~ a member of the United Xations, the foreIgn 

bank or other financial instItution vas required also to certit,y 

that it posseBsed a verlfied.tatement aigned b.1 the owner vhich 

declared th~t no other person had aD7 interest, direct or indirect, 

in the securltles and that such ovner vould upon request submit 

..tiaf~cto17 evidence to aubstantiate that .tatement ane. the inf'orma~ 

tion aubmitted Vi th re8:pect to his ownership. 

""neml BIlling 10. 6 ACcoynta. SecUrities. as vall as income 

(vhenlncome i. received) and proceeds of aale. if DO certificatio~ 
., , , 

or IdentificatiCll i, lecured, IIllSt be placed In a General Jtuling 

• 

50. 6 account. 

(1i) lub-accollAts tor pl.sh.' On or '!>,tore four (or si%) months frM.l the 

4ate of the i.auance of the ,amended roling, the foreign bank or other 

financial institution lnvhose name ~ account or account. vere maintained 

Vith lomestic baDka, vere reqll1re4 to, instra.ct the lomeatic 'ba.D.lts to 

credit to eu'b-account•. a total amount equivalent to the total balenr:e 

-50- 331526 
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, . ~- . 

1~ .~ toller accounts Mintaine4, .. ot the date ot the amendment, 

• 
. ~ 

witb:1IDCh torei~ lIan1I:8 or other tiD8l1ci81 i~atitution. ... aeparate 
. '. - . 

: "n.b-accouut was . required to 'be .atebl1 ahed in an amc)1mt e~ to the 

1Ialance iA each !ollar account maintained vith the rore1p bank. 

~ n'b-account 1fU required to be 1A the D.ame ot each penon who had 
. . 

....neticial htereat ilL the Oone8pD.D41DC dollar acC011D.t &D4 ac­

.- ":oom;PUie4 bT pertiA8D.t Information &II to a4d.rees, cd.US8D.ah1p an4 

aatioD.aliV UD.4er the Order•. !he toreip be.Dk "as alao required. '0 n'blll1 t 

*~ the freasU17'~panment , •• "Or before tour (or aiz) BAths trom the 

Aate ot the isnance ot thia aaendmEiJlt a Terltie4 atat_ent cUBcloaiDe 

the total 'balance in each dollar account uiAta1.Aed vi t.h it as ot the 

date or this ame.ua.ment ao the.t "e could, it we chose, correlate and 

check the info:rmE.tion Which the domestic be.nka would receive. 

8Jfnrcemont and nggleUon ot IUb-ACcCZllAta. All dealiDCB iA 

aecu:riUes and all debita to caah accounts were to be prohibited 

atter 'the tour. (or aiz) .onth period unlesB ~he tomesUc bank had. 

.. received the Aeceaeary Instructions trom the toreign bank, had 

aet 'lip nb-aCcounta .. iAstro.cte4•.and, iA a4diUon. had receiTe4 

.'~ :
& oertiticaUon trom the toreip. bank that it would p1"04uce .. 

aatistactory evidence to substantiate the information aubmltted. 
. . . " ... .

(u1) Ign-recQcpltiQA ot intereat. !he creation ot nb-accounta'was 


-. .epamtel7 'athoriBed with ~ l'roTlao that DO prOper\7 iAtereat or 


• t:rimRCUoaa tn nolation of. the freest... oontrol would be recognised 

.. 
. 
'SO --.:hor .... ..... .', '. , 

.. 
-..;' ."V. . ',' . .. 

.~ 
' ••rl••" ".re . requlrea..: - .' .:..... . 

'. :,,' , .: ... 
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(v) " Argentina was.Application of 'nUnc; to ..kcentina. to be C(ll­

.idered a blocked countr,y for the pu%pOse of the amended general ruling• 

.Actuaily, no progress was _de in .ecurlDg SIIi8S compliance wi th 

General. luling 10. 17. However, the atter was final17 resolve' 'b7. . 

instituting the defrosting p~cedure tor Iwitserlandwhich ¥ill be 

aescribed in the foUowiDg cbBpter• 

.(f) QuIUl of _riCAA Prcmertx Abroad - mr-SOQ 

... the area of the Control videned. particularl,. after the coI!t'neD.ce­

.ent of war, the lO"'ermaent' a need of detailed knowledge of American interests 

and relationship' abroad co~st8ntl,. increased. 8ueh information Was ~equ1red' 

Aot OU7 for the operations of J'oreign JUnds Control but for the work, of 

other governmental agencies which involved economcfinanclal and commercial 

relations With foreign countries and their natbnals. 

!hefreasU17. under SpeciBl. llegulat1onl'o. 1, required reporte on 

J'orm fFB-600 with respect to all prop~rtY' in foreign countries in which ~ 

person subject to the ~urisdiction of the United States had an interest on 

Kay 31 • .1943. !hi. report applied Aot 01111 to tangible property but to all 

intaag1ble propert7 issusd or created 'b1 foreign countries or by persons 

witbin such countries, as, for exsm,ple, bonds issued by a foreign government .. ' 

whether or not pa..vable in dollan. .AJ.ao currency or coin, financial secm t1e8:.~. 
. .," 

aDd D.8COtiable instrwaents iasued Or created b,- the 'tJn1 ted: State. or aa;y 8,f;8ucY 
. . 

or »arson Vitbin the 11D.1 ted 8tate., came wi thin the lIC~e of thie cenaus when­

eTer auch p:ropert7 was. aituated In a foreign cGU.nt'l7 or held In the custoc1y of 

a penon ln a foreign COWlt17 on the reportinc date. 

M a renlt of the HUU8 on J'o:rm~OO, lD1'omatl(1l Was received 

on the al.e and scope of .&aerican-ovned ..eeta ln foreign countries. !he 

: ,.'.. 
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total of foreign as.ets owned in the United States on M8y 31, 1943 ae 

reported on fJ'R-500'a "as $l3~542,ooO. It was v1dely distributed through­
, ' 

out 	the countr,r and held by all tnes ofpereone. More than 21.5,600 
, , 

individuals. cor.porat10na and other orcaniEation. in the United States ~orted 

the 	ownerehip of foreign asaets. Of 168,000 individuala 'report1:lg, 27,000 

".re cit1sena of foreign countries and tw~th1rda of theae came to this 

, countrr adter 1937. Individual. owned $3,510,000 of asseta in foreign 

cOUlltrieB:-a~rox1metcly12,OOO corporationa and ,other profit organ1latio~a 

reported ownerah1p of $8,866,000 of asseta, Yhile eatates 8!ld truata and 
-


non"1)rofi t orgwzat1 ona owned $1.106.000: • 


(g) 	 ~tect1ye Licenaes 

f1 tIe III of the Jirst War Powera .let conte.1ned a crant of power 
.­

not 	encompae,sed in the frading with the enelD7 Act of 1917. rus vel the . 
power to iasue directiT' licensel, vh1ch enabled the Secretary of the ~easury. 

under the Preddentls deleg~t1on of authority. to direct an,.v person or 
, . 


institution hold1~ blocked property to dispose of it. 

Det~led data vere acctmrU.lated by ~oreign Jlunds Control v1 th respect 

to ownership, location. aa.d atrategic 't'8lue of millionl of 4011ars wOJth of 

merchand1ee held for foreign account, etran4ed In the'UA1ted States largely 

because of the interference of the var In IIh1pp1Dg plans. It Yas found that 

IIIlCh 	of thi8 property v&. of a . at'l'8teg1c nature In the "ar' effort. but could 

DOt 	be' aold by the persoll bartDg CUBtodT thereof. aa he lacked the authorlt7 

to ake mch a Hle. "VD4er the directiTe llc8Jl8e v1thout liability 1I;Pon' 

thie 	:bolder the prOperty "ae placed, th.rouCh ule.~n norul cOJlll':'lercial 

chaDDel.. Particular property .ent 41rectl;y to, the Arrq or BaT)" or to . 

perso,na haTing immediate:'!eed for it in the Yar effort. Also the moving of 
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aaterial, which could not otherviae iE. ve been Bold, had the advantace of 

• Mi:ing Ipace available in warehouse. and on dOCD to meet the increased 

demands for the war effort. .ot infrequently, it was found thl'.t a p81'lI'1ent 

out of blocked properly or a we w&sin the interest of the national who Was 

•,he. c:nmer. Proceeds from a ale was p1aee4 in• a blocked account to the credit 

of the DatioDal haTing an interest in the Propert7. 

. hrnant10 a etrong request from the Var PrOduction lkIe.rd,. a 

. ,.:,
licen.e wa" ilaued in Yeb1"Ua1'7. 1941, directiDC (a) the destruction of a 

large abandoned industrial p1antln )lew Ca.t1e~ PeD.J1.,.llW:1.1a, Which Was . 

owned b;y w.spect Du.tch an.4 ~ench interelts, an.d (b) the sale of _crap 

materials derived therefrom to the govermnent for its ICrap pile. It was 

indicated that this procedure would provide a rich au.ppl7 of .crap material. 

ba4l.7 needed in the war effort. .bother 11IlUIn28.l directive called for the 

lale of a number of long wall coal Cutters which had been man:ufactured earl,. 

in 1941 for ahipment to Algeria. Past effo%~s to interelt domestic ~er8 

were unaucce_sful dUe to the fa.ct that this particu1p-r type of coe! cutter 

was not designed· to operate under _erlc8n lidDing methods. ~e directive 

was revoked but efforts to intereBt a bu7er were.continuedwith the relult 

that Lend Lea.se developed an interest in the iaach1ner,y. In accordance With 

their request, the directive was reinstatee. in order that lhipment might be 
.. . '"ade to Borth J.trica. 

!he directive 11ceaiDe power was cautioual.7 lUIed b,y J'oreign 

J'a.nd8 Control. !he ou in8tan.ce, hoVever, where lt Vas Uled to further a 

• foreip poliC7 de*i,iol1 of our covernment dele"el .ome comment• 

It Will 'be recalled that 111 ..&:a.gt1st, 1943 When the Prelident issued 

hi_ Itatementvith re~ct to the establishment of the ~nch Co~ttee of 
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Bational Liberation. he gave it very limited recognition. atating that 

~ he recognised it as functioning within w.pecific limitations. In no event 

vas it to be construed as a recognition of the De Gaulle Government. 

In Jlovember. 1943. the French Comi ttee, then functioning in Borth 

Africa. 1asued instra.ction8 to the hench .American llanldng CoJ1)oration to 

transfer $2.400,000 from the aeeou.D.t of !zoe.onft General .luz ftats l1nia 

en Com1te J'ranca1se de la Li~re.tion JlP.tiQws - Generp.! .Account to J. P. 

Xorgan and~ Co. Inc. to &emce requirements of th~ !'rench Government 7tf, 

dollRr bonds, due 1947. Advice on the action to be taken on this ap,licetion 

vas referred to the Department ot, State.' , 

!he Depf.rtment of State requested the !rrea,sUl7 to deD1 the app1i­

cation, and instead to issue a directive license for the transfer from 

official funds o! the former )'rench Govern"lent thi. $a.400,O'O' reQ.uired for 

, the service of the French 7'8~ !he !reasu.r.r Departl:1ent Vas re1uctE:.nt to 

exercise this power in this case. 

In this connection. the State Department indic~ted that at that 

time the foreign policy of thie government vould be best eerved by the 

issuance of this directive license in this case. 

:B;v Decer.tber. 1942, over 600 direcUvea had been issued covering 

goods valued at appro%1mate17 $5.000,000. Of this number over a:>o directives 

vere exeouted involving .ales of goods Valued at $1,100,000, one-third of 

v~eh included 1ro~ and .teel materials enticp.117 Deeded in the war eftort. 

In J'ebru.a.ry, 1943. it Vas determined th2.t directives vould no 

longer be iuued in res:pect to lihlropean D~tral ownea.' go04s - wilen INCh 
~ 

goods Vere of a .tre.teg1c nature, occu;pie4 .trategic varehouse apace. as 

the issuance of a directive Waa formally requested by another e~enC7,o! the 
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Government. Directives coveriD.4; ene~-owned. &Ooele ,were hencefo!'t~ lsl;,l,ed 

• 'only-a!'ter cons"J.lteticn wit::: the.Alien Property Custocllan. In fE,Ct, e.!tf>r 

Feb:-ue.ry, .1943, the directive l1ce::lsiIlti power W£oS li ttle used e.s a con­

seq".lellCe 'of 'the cenerally ~ased stor8.£e 8i tur tioL. in the ccuntry 8.!l(~ t:~e f';lrther 

fact t:!l.E.t the requiB1 tion technique on the pert of, other covernment agencies 

had been perfectei to a de,ree vhi~~~erm1tted ezpeCitiQ~s rl,tlacement of 

distre.aed materiels. 
- .. 	 . 
(h) 	 Smort' Oontrols over 'Art OlJ.1 fActs - ~. D. Sl072. ': 

. In 134" the TreaB;,l,~ Department issued re~at:!.o:ls exter.ding 
i 

1~ort controll to art o~jects. A !ree~!license vas req·~red.!o!' t~e 

release frornCustoms t oustod,.'" of art objects vort~ $S,OI)'J or mo!'e or we!'e 

of 	an artistic or historic nn~ure irrespective of mat~rial v~~~e. Licenses 

for 	release were not ,ranted unless satis!RctOt7 evicence vas subMitted as 

to 	the orilin ana prior owne!,8r~p of suc~ art objects. 

~s action vas t~en to prevent t~e disposition in the United. 
. 	 . 

States of 	a!'t ob5ects w~:ich .me:" h~ve been looted. by the ene~r. !riiis action 

was t~:en by Treasury in cooperation with the Jmerican Co~~issir:n for the 

Protection and Salvation of Artistic and Historic Monuments in War Areas, 

which was created. by the President for the pu:pose of salv~ne: t~()I; e art 

objects looted by the .A:rls powers. 

(1)It1m1tati~il on aeg-.:!B1tion o! secur1tlee tor 110c:;ee. ACCOunts ­
lqb11c Oircul2~No. 14. . 

!o prevent bloc~ed nationals from acqu1ri~ ~ ~~bstantial interest 

in .American corporetions dur1~ the war. Jloreicn lUnds Control i.sued Public 

• 	 Oircular 14 on Febr"..l&17 3, 1~2. which 1111U&ll,v proMbited the purchase Vi th­

out .pecial license tor ~ ~ocked account of more tnan one percent of the out­

,8te.ndin, .hares of 8.D1', one cl&8. of &:\v corporation. !he Circular vas sub.a­

"." . . .: ~ 
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q-ae!ltly amended in 1944 to r.B.!£e th.e restriction on these invest!:!er.ts to no 

• 
It will be recelled t~t in 1942 Juris~iction over ene~~' assets was 

divided between the !I!reasul7 and. the Of~ice of AU~n Propertir. Th.e Treasury 

did. not "f'est ~v prope:-ty but relied. on its bloeldn~ controls. 'wale th.e 

Oustod~an "f'estp.d tl:e maJor porticn of the ase.ets su't.~ect. to hie <~u:-hdict1vIl. 

When the d!vis1on of funct:'ons was 'mELe it Wf..S felt that th~ liqde.ene~r 

alSe'l;S le!'t wi tUn the jurisdiction of th~ Treasul7". s::oulCi be left un:'1stu!"hed 

unt.il the basic policy of tria bove:,,~ent wi th rei;F~rd. to the ul tim:::te treat-. 

me!lt of enE~' ca:ntries co~~ be clarifiei. In the 8pri~b of 1945, policies 

were forr.ru!ited. looldne towc.rd the elil!lir:.c..'~1o!l of £11 excE'SS Ge!'lllE.:'. ane. Ja:oe.!lese 

int~:-ests in th., u.u.i ted. Stetes. in orC!.e:- to re'c:.lee thp t.b~li t;- of .Ge~~r-.;v 

e.n~ Japan to reveal their war pote!ltip~ anc. to d.eter future Bbr,;ressi or.. 

'In line \I-ith t:us deci sio!l. the vest:'ng ore.er was c.rf.fte6., cor~~errin~ 

the liqdc. assets bereto~or und.er the ju.:rilC!.iction of the Treasu.::'. lee.vine 

to the Tree$"lry the responsibility for 'evelo'pin~ over-a11 p::.-ocedures to insure 

t!le.t e!lerny assets held it;. the names of nat1,:)np~s of liber~.ted or neut:.-a1 

bloclted countr1es would not be relec.sed under the free&1n~ control p:-o,;;ren::.· 

• 

JUrthe!" in line with this pro~.Treal".lZT issued Generu RulinC llA 

vhich limited wi thdr."'wBla from bloc!ted German e,nd Ja?anese accounts pendin,; 

"f'estin= by the .uien Pro:ilerty 0u.8todia.n. ll>e'cif1ce.lly. the Gene:-al :R~i~ 

provided that no license or othe~ authorization t~en outstc.nd1~ ~eBs 

.a;prenly re!el"l"ed to in General Ihlin.:; 11.1 Va.B deemed to authorize ~!' pa.;"­

:!lent. transfer or vi thdreJIal. from any bloc::ed e.ccount if the pe:-son wi t:: W';:OJ:l 
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the account was maintained ~ reaaone.bl.E! oause to believe tb.c·t any of 

the followin~ had an ~Lterest in the acco-l.OJita '(1) the GovernmeLt of Ge!!ll any 

and Japan or any &cent, inltrumentalit~ or repres~ntetive of either ~overn­

~ent; (a) ~ iJld1vidueJ. w1lo.1e 'a ci~i.8D. or lrJ.bJect of Ger:l!'lE.ll.v or Japan, or 

who at any t1me on o!' dnce Decm::lber 7,194l.. bad been ;'1t!rl.n the territor... 
". 

of e1 tiler country,' D.r Vit~n ~other te'rritory While it vaadealgIl£.ted 

ae len.eDtr territory' under General' imlin~' I'~. 11. (3) Mq- pe.rtnership, 

&8sociatio;, cOl'poreticn or other orCe.n1:ati on which was orr:ar.ized under the 
. 

laJrls of or which at· any. tiBie on or aince December 7, 1941 l:Iad ita principal. 'i 
. ,7 

place of business in any. territo~ of Ge~ .or Japan.; &nd (4) any pe.rtne~ . . 
abip, 88sociation, ~orporetian or other orcanlzation .ituate~ within ~ 

. ' 

foreip country which Was a national of GermP....ny or Japan by- reason of the 

interest therein of a..tlY iOVerllTlent or person vested ~~ above. 

In ~8t. 194Q, When the freasur-I took action by- &!nendin~ General 

LiceLse lio. 42 to unblock all pers!':·::s in the Un! ted States who were not in a 

b10cke~ co~tr,y on October 5, 1945~or.any or~izAtion blocked because of 

the interest of such an individual. It apecifieaJ.17 provided by an anendment 

to General lIulinc lU tl:lat the provision of this nev Geliercl Lic9nse Bo. 42 . . . , 

would not apply to German or Japane8e citizen. or aubjecta who on or since .. 
DeceJlber 7. 1941 bad been Y1thin Gel"JD8.Il7 and Jl9an or. wi thin any other terri t017 
'. • \ .w" ..'4. 

While it was occupied by those coimtr1e~.'. 

-' .. On March 4.1947, .General ltulinc lU va8 i'ul-ther &meLded to include 

onl7 Germans and Japanese who had been vitM.n CJel"lll&.nY, .ra"Oan, I tal:", , Bu.nEE'ry. 
, " , 

Julcar1aor Boumania ono!' aince December 1. 1945, instead of the date 

December 7, l.9G..fh1a modification vaa -.de ainee Uere w£.s no evidence th8.t• 
. 

....... , '·0 
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e.nr B"J.'bstant:'pJ. nu.:fber of' ie.:x:h of Je.:,;>e.nese left Ge:"!:l?~' or Jap£.n prior 

to JSIlua.~ 1. 194~ ane. t~e foro!;'!' o.cte he.~ :!lP.e. the affect of 1nposinz• re8trictio~s on the e.cco'.:..llta of bona fid.e refucees W~O hae. ned fron Ger:::!E'.ll~ 

prior to that time. 

e. ki'orce,e~t in Uni~ed Skt es 

It has alreE'...ey been 1nCiceted that t!:e le"hle.tive ant. e::ec-.:.tive a·:.'t~:ori t7 

for Forei;n ~s e~ntrol provided it with thetoolB for w~lne an a~~essive 

economic warfare pro~::-a..":l. It is not wrprisill6, therefore, th: t with t::!' onset 

of the Ve.!' t=-~e!!te tools W'er.e util!zec! to their ft.:11est. T::-.is tre:-~c:. Was re:n"es€ntec' 

in the e!.i!orcene::t 0l>eraticns of t~!~ CC!l~rol WHC~l beca.::.e t~:e pivotrJ. po:'r;t of 

• 
- sse­

http:Ger:::!E'.ll


,the Control l , activ1 ties du:t1ng the entire var period.. In thie connection, it 

• i, important to polnt out th&t although a positive enforcement progre.m was developed 

and ceouted b7 the Control In a441 tion to llcendng operations, the llcensing 

operatlo~. themselves alvay'e constituted, 1n and of them,elves. the basic enforce­

ment .echan1.m ot the Control. Licenses vere apy1"O'Ved or denied only after the)" 

had been evaluated in' the 11ght ot the .tan4ar4 'how IlUCh a partiC'tJlar t:ransactlon 

III1gbt help or, defeat the.Allla4 Var eftort.· , In this .ection, however, the dis- , 

. C1lssion V1llbe~ ~stricted primarily to a 4elcription of the podtive .teps, 8%clu­

.1ve of the llcene1ng operations taken by'the Control to enforce this Governnent's , i 
economic,wartare program. 

1. .Ad Hoc mOcking Program 

(a) AmeriCAn citizens 

!rom time to time In the above di.cussion reference vas ~d.e to the 

ad hoc blocldng power of the Secretary re:Posed in him by Ixecutive Order 8389, 

al amended. It will be recalled that it was recognized el',rly in the June­

December. 1941. period thpt this was a wide grant of pover vhich, it exercised 

to its fullest. could re~ch the funds and operations of Americe~ citizens 

in the United. States. 

- !he val' provided the !rreaS'll.l7 With the proper .1ustifica.tiCll for 

util1:11ng thi, paver- to the tullest. !'his does not mean, how....er. tbet the 

freatrurT v~s capriciou in it••ercise. It 40•• aean, how....er, that Whe~"" 

there va~ BD7 reasonable Caue to 'beli.... e that, a perlOn lIho'Dld 'be controlled 

to avoid a threat to the Allied ,var eftort thnt person vas IUbjected to the 

• ldoct:lnc control•• 
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At the peak of the program approximately moo persons in the 

• UDitedStatel vere blocked on an ad hoc basis b,y the Secretary of the 

!reasury. 41.thoUgh ve 40 not have figures coneemine the extent of the 

assetl held bT these ao-Calle4 ~a4 hoc blockett.· the aggregate amount 
, . . 

thereof III1st have been cons1derli:bl£ as viewed in the light of the following: 

When the IltUDber of' lad hoc b1ockee'- vere. reduced, in .&pril, 1946, to 360, 

their .eseh &ma1nte4 to 10lle $57,00,).000. Of this amount, $17,000,000 

repreae.nted assete belonging to 245 individuals and the balance $40,000,000 

re.p1'esented the asletsof 115 buaiaess enterprise•• 

Bo criterion vere established i. advance for determ1.Ding the basi. 

for subjectine indiViduals or business enterprises to ad hoc blocking. J.a 
, ' 

ine1cated above, on an ad hoc basis persons vere subjected to this specific 

control becauee theT vere persons vhose funds the !ree,sUl7' found it desirable 

to control to further the war effort. In retrospect, however, it waB found 

that persons blocked on an ad hoc basia fell into one of the following categories 

• 

(1) purChasers of .~O,OOO or more of EueckWanderer marks since September 1, 

1939: (2) dealers in food package business involving blocked countries and 

nationals thereof: (3) persons retlitting to 'blocked countries; (4) members 

of Germs.n .American ,knd who expreBBed pro-Bui ideels or engp.,ced in pro-

Jlad activities; (5) persons arrest~d, indicted or convicted for espionage or 

treaaon: (6) persons gailtT of nolating the !ra41ng vi th the e.n8ll1' Act. 

Selective Serrice Act or J'oreip Agents lleg1.stre.tion Act; (7) persons With 

respect to v)lom denaturalization proceedings had been effected or Vi th respect 

to whom nch procee41nge were peDding: (8) 'qnestionable organizations con­

8U.ered to be nbveraive in character; (9) persons in IDBl18geria1 affil1e.tions 

wi th ncb large German-controile4 enterprises 88 General .Aniline 4: Film; 
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(10) persona .u~ected of cloaking en~ assets; (1) persons vho might 

• serve as media for economic penetration in this count'l'1' (12) persons, 

..,rf111ated v1 th persons on the Proclaimed List; aDd (13) persons who had . 

been the .ubJect of internment proce&d1ngs. 

It is fair to state that the action against blocked nntionala 

in 4ej)riviac them of the ~rinleges of general licenBes vaa ta..lten vhere 

there 1181" have been onl7 a 811spicion of ¥:roac doing. . 

h the iD1tial cercise of this power and during the eerly periods 

of the var the administrative procedure far blocking persons on an ad hoc 'basia ~ 

Vas practicall¥ nil.' .&dnce 'Vas aent to a 
~ 

J'edereJ. lieserve lIank to block the 

accounts of an individual or. f1rm. .0 notice Vas eent to the Individual • 

• 0 effort vas mde to find all the banks where he might be holding accounts• 

.10 steps Were ta..1ten to 1nlUre that the perlon had availe.ble funds to carry 

on his ~..,...t~~ living or operations. In other vords. there were no pro­

. cedures aet up to give e1ther the indindual adequate protection or this 

covernment adequate controls over the aubject' concerned. It will be recalled 

that as a result of thillack of administrative procedures the Secret~.'l'1 

ft the Treasur.v . Val ned by an .American d. tlsen vho had been blocked on an . 

ad. hoc 'basiB ear11 in the var. In this connection, u deacribed above, 

Jlubl1c !Iil.1ng .0. 13 Vas promalgated to in.sure tbet the 1ndindual Ves g1ve~ 

• fair hearing with a new to IIhClt1ng vh7 he ahoul4 be 1mblocked. 

• 
In addition. in t.he 8pring 01 1942, • procedure Va8 clearl~ d.efined 

to guide the Control and the h4eml Reeerve lIa.nka In the exercise of thia 

ad. hoc blocking ptnrer. In the first lD.ltence the J'ederalBeaerve :9an.k8 vere 
'. . 

. civen d.etailed .Information on the ..sets 01 the personnbj ect to the blocld.ng. 
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!'he' Jle4eral ha'",e·1taDka vere 1n8tlUcte4 tf>liddaetlie per80n8lmbJ ect 

. • to thebloct1ng reetrict1on8 that th'et'_ref bl1Dg blocked; that permiadon 

Vas bt.1Dg made l1maltaneoua1y- tor providing tha with a living upenBe 

11c_se or a 'bu.a1usa operatiDC l1cen8e.• vtJ.~er val appropriate, to penll1 t 

tia:bh peJ'll)n to carry onMa 4811,- operation.tm.bject to !rea8U17 contro1e. 

,Moreover, be vas a4v1led ot J:at~ rightl' udeFPa.'bl1c Baling Bo. 13•. ~,not 
. . . ' . , . 

oD3.7 vas the aoyermaent attorde'd with the ~I for uerc1e1Dg a4eqaate 

o011t2."011 o!,r &1.1 t.he ta.o.da of, the persons toZ'be 00 nt2."011ed bu.t 1n turn. 

.the '»!'Oce4ure reoop.1se4 the righta U4 pri.!legea of an .&merioanc1t1zen . ' ..i 

or a national of a blocked cCRlnt1'7 l1v1ng )1B.cthe 11111ted States by permi tt1nc 
)- '" 

them the meaD8 for1mmedide lim1'hood untf!; he had aD opportUDi t,.. to , 

.*a;p1a1n the fact. questioned by thi !re8.sUrt.' 

, '" !he 7e4eral Beite"e kDks vere iD:atrueted to lend one form of 

letter to the bankB v1th'vhich thea4 hoc b1iekee'l accounts Vere held ~ld 

one form of letter to the blocked person him_elf. Joth 1ettert 8pecified that,' 

(1) the !raa8ur.r ha~ ftreaaonab1e eaBe to beUeTe ft that the principal h' a ., 


natioDal til a fore1gn coUnt1'7 deBip.ted 1ttl\he Izecutive Order within the' 


p2."OviBionB of Section 5(b) of the !re.ding ..n1:h theenem;r .Act: (2) aUt-ts 


held by or on behalf at ~h1m Were ..aet. 1n irbJ.ch a natioDal of a foreign 


COUDt1'7 dea1gnated 1n the Order had aD 1ntereat;' (3) ".Ieetl 1n Vh.1ch the .. 


principal had'a Urect cr"ln41rect 1nter..i""'ere to' be blocked;' (4) ,DO pa.v­

..tt%'&Dater or ,v:1th4rawallocra1d';Wia&de ccept P\i"8U8Dt to a Tre&llUT' 


• 
* . 

l1cente: (5), the, princ1pal .... 'helDg aepri.... d of \he ~riv11egea of. certain 

.cerel l1cenlel; (6) DB-3Q01a were requ1r84 to be 'tiled .' 'both ba.Dld.ng 

het!. tut10ulUld the penon 'blocked. ,,~' &48.i t1on, the person blocked vaa 
~. . 

1natru.cted to place 1n:fa blocked acCO'W1t in'a 4o~eBt1c bank all curre1.t 

.. ;;.,.. 
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available tunds in e%Cess ot $50 and a!l fu.D.da in excess ot $50 per month 

thereafter received b.1 the principal from ~. source whateYer. Jinally, 

the ad hoc blocked ~erson was advised he could requ.est a hearing pursuant to' 

General. BW.ing 10. 13 it he bell....ed. the blocldng action to be UDWarrant,;d • 

..tJ. thouch. as a cu.stOJDB.%7 practice. the blocking il18tru.ctlons 'Were 

u8U&l17 directed toward. freezing all the' tlmds of the pi 1'.0118 Involved 'there 

Vere 80me eases 'Where the bloc~ng InBtra.ctions 'Were dratted to m,eet specific 

si:'~tionB. Jlor azample, the l~st~tions went .0 far as to request the 
!j, 

complete liquidation ot a flr.m. In othe~ca8es operating licenses veregiven 
IJ 

to the firm onl,. under clQse B'IlperrisiCll of afreasUl7 representative. In 
in 

.ome cases onl,. 8pecific transactions were blocked and still/other cases . 

persons "ere deprived of theprlT11eges of 8 general licenBe and were oDl;r 

civen so that the living expenses w~re lim1ted to $200 per month.. 
80metime during the 1&tter part of 1944 and .... en prior to the 

defeat of Ge~ 'W~ began a rapid review or each of our ad hoc blocked 

casel In order to ascertain 'Whether 'We were carmng a lot of Idead ".ood' and 

whether the list or ad hoc blocked persons could be reduced In the light of 

the then prevaillngconditlon8. 
. , 

!he .tud1' covered 80me 890 ad hoc blocked pe rsonB. On the basis 

'of th1s renew we were able to unblock .ome 315 persons because the;r (a) 'had 

pui.chased or dealt in'rackwanderer marks; (b) ha4 'carried on 41rect or in­. .., 

41rect tood ~t:ace busin••• vi th toreign countries blocked 1ID4er the Order; 

(c) .er8 Bdnor JuDd otrici~. or JQ.nd members; (d) had mer817 expresled pro­

• I'al ~th1e. or ~he1r pJ'O-Bazi activitie. "ere minor in .cope; and (e) the 
, 

. Department of Justice had iD.stltute4 4enatun.liaatioD. proceedings. 
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In.K8r 1945, following the downfall of Germany, it ves decided 

• that those who vere ad.hoc blocked primarily because of Selective Service 

~t convictions or because of Foreign Agents Registration Act convictions or be­. 
csuse they vere denaturalised or denetura1izatlon proceedings were pending. '. 

qainst tl1em! sholiLd be unblocked if the persons involved held assets of 

leBS thaL $10,000 each. On this 'basis an additional 2s persons vere unblocked. 

In add,1 tion to the 340 persons unblocked.ve deleted 235 persons from 

this list as a result of the following: 149 caleavere tre.nsferred to the 

. catecor:r of· definitional1yb10cked ne:tional.; 18 vere found toheve been 

released to the Alien Propert7 Ou.stodiBlli and 88 vere incorrectly treated. aa 
. \( "' . 

ad hoc blocked .1'P :,sons. 

!hus, aa of the fall of JaplUl, there vere 315 persons reme.ining on 

the ad hic list. Du.ring the following 1'eer, vigorous efforts vere made to 

reduce this list as rapidly as possi~le consistent with our national security.. 
.so th2.t b:<r June 1946 the ad hoc list contained only the herd core cases and, . 

r~resented the per~ons who vere convicted of e~ionege and aebotpge activities 

and aided and abetted German economic penetra.tion in this countr;v' , or who 

hed. been suspected of holding funds for or on behalf of the enel!\Y. In June. 

1946. almost a 1'ear after the termination of hostilities, it Vas considered 

'ap'pro~riate that the changed circumstances vith respect to national security; 

made it possible to lift these ~ecia1 contro18vithre~ect to ~eae peraona. 

~ revocation of theae Ipecialrestrictiona Vas effecte4 on a blanket 'basil 

Vithout regard. ·to the merit of' the caaea involved. 310cking restricti ons vere 
. , . . 

• maintei J;l.ed in effect oDJ.y vi th respect to the accounts of those peraons vho the 

Department of Justice pnd the Office of Jlien Property considered should be 

tlUbJect to 'heae controls in order not '0 prejudice ~ of the interests of the 
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United State~ Government _ince the.e personl ~were actively involved in 

• pendiIl& li~igation of this. Gover::unent • 

It Yal not the practice of the Oontrol to publicize the names of 

persons blocked by: epecificactionof the !:ree.au.ry. It adhered to the view 

thAt,per~ons d~lng~th residents of theU~ited 8tatel~ aasuue that BUch 

resident. are not blocked UDle8s they are aff11"111&tivel.y on notice to the 

cont~. 

(b) Internees. 
, ­

.A 41fferent-procedure vas adopted tor blocld.ng on an ad hoc 

'basis persons interned by the Government auril'l€ the war. 1nitiall;r, the 

War Department had j~ld1etion over'the internees. In October, 1942, the 

~reas~, in cOnjunction with the War Department formulated the procedure 

tor regulating the utilization and dilposition of property owned by civilians 

interned tor the duration of the war. ~on internment, a person Was handed 

a document enti tled ·~ea.sur,y B'otifice.tion to Oiv1lie.n Internees of !locking 

of Aasets and InstrUctions for Pr~ation of J1nanciel Report". In effect, 

this ~ee.8Ul'1 notification ad~sed the internee th8tz(a) under the prov18ionl 

of Section 5(b) of .the ~ra41ng with the ene. Act and Executive Order 8389, 

al amended, he was found to be. national of a blocked country': (b) hi. 

aseets, wherever located, "ere blocked: (c) ~vments, transfers, Wi thclrawals or' . " 

other ..ealiDeI therein.required a !re8.8Ul'71ic8Tlse; (d) all cash and lecunties 
. :, . 

other than those in the cuato~ of 'a COJ:m181'1d1~ officer were transferred to a, 
blocked account: and (e) thlT Were ~qu1red to nle a s1m;pl.ified property 

• 

, ' , 


"'ep~rt !J'!l-3O; and (f) they were cleprivec1 of the 't-ollowing ge.nerallicenae8: 

GenE'ral. Jdcenle Jlo. 11 (liTing e%p~nse licenee); General. Licenaei .OB. 82, 83,. 

and 75 (relAting to rend.ttancel abroad) and General Licenses JlOI. 28 and42 
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.(:refemac t~ pae~ l1cenled natioDal .tatua for Jmencan citilenl and 

• 
- '. , .. " . '. . 

. othera'. .Although'tnterneee vere 4e.PrivlRi of General Licpee 1'0. 11 th81' vere 

1I.D4er· ~erta1n oonditione· alioved l1vinc appeel ot not JlGre than $180· per,. 
_nth, of which $30 per .,nth. v.. allowed. for. perlonal expenees ln the lnte• 

..t camp and $150 per aonth Val allowed for 'Ue to IIUppOrt 4ependents out­
, ,'" ~ . " ' 

114e 
. 

the camp and to meet current .obllgation. outllde the camp, such .e 

., ."lnsUra.uce prealuml and aorigag. 'P',vmente. It the lnternees had occasion to .. 
. . ., 

:require 110m than ~80 per month -he "ae re~re4 to fl1e .-peclal applications 

vhich ;,ere ceneral17 'referred. 'for, &etion to WashlDgton. In a f_ oase8. auch r. 
, ,. ; 

a8 where the Internee vanted to bave ~ezpend1turel of more ,ban $30 per 

month the appropriate Jederal leeerTe »ank could take the final action on auch 

applications proTided the appllcation vas also approved b7 the camp commander• 
. . 

!he Internee program cot otf to allow Itart. ltr Ja.nuary 2. 1943 

onl7 6021nterneeB vere blocked.. ltr Ma..v. 1943~ • total of 4.174 vere blocked. '",
'. 

ltr Bovember, 1946, a total of 6,165 vere blocked. Although on27 6,165 Intemeee 
'. . 

Vere blocked, appro:dmate17 7,000 Interneee flle4 financial reports on !rFll-3O. ' : 
'.(.. , ' 

Of the 2,000 Interneesvho were not blocked but vho filed !7.8-30 1., one-halt 

npreeented perBons broUCht up from Latin .America· to the· Str..tea tor lntern:.. 

ment and thq Ind1cate4 -no uaets- In the Un! ted 8.tateB. !he balance of 1,000 ' 

vere not blocked because the,., had ..sete of leoe .than $500 and 1 t Vas conlldered' .. . ~ . 

aAV1aable to aYoi4 • heavy a4m1n18tratlve ~sponslbl1lt7 in block1nc the.e 

l'ereona. 

.' 

!he fact that !J'B.-aO flnanclal.. reporte Vere received f~m appro:d­


matel7 '7,000 InterAeee 4oe. ADt mean that theee vere th~ onl7 pe~sone 'Interned 


4uriDg the Var. .Actaal.lT, It va.. ••tl_t84 that ";er 16,000 Peraoae Yare· 
". " 


,"
.-~ ,. ":; f 

..", 



inteme4 in t.h. 1JJ:d t.e4 St.at.s during t.)I.. war. !hi. figure included the 

• Z.500 penona b1'Otl6h.t u;p from Latin America but 40••. Dot include some 

1.400 Bava1iu8 brcn:aght t.o t.he -.inland for int.rnment; nor 40.s tt include 

aome 5,000 re.uunciant8. that i •• .imerican. born ci thena of Japanese origin 

who 1"8DDuncecl th.ir Amarican. cit1l1enehip.!!b:a.u, approximately 5.000 internees 

414 not. fU. !D-30's. !hi8 i. probably 4u. t.o the fact that m&D;V' "ere 

nlaaae4 .Wore our int.rneeblock:1nc program "a8 put into eff.ct and many 
. 

W.re Wi..... an~ children of respecti...e intem.el. In othera it waa the 

case of recalcitrants. lhlt the !rea8U17 41d not cert 8ZJ'3' partinlar pr.ssure 

o...er 8UCh persona since it W&8 felt tb.s.t ~q vere 'l:I.n4er strict wpervision 

and would constitute little actuai,threat to the securi'y of ourcountr,v• 

.Actually. the as.ets of the. int.rne•• were ...e17 aiDBll. !wo 88IIlple . 

• tudies 'Were made by J'oreign~s Oontrol, one in .Augu.st. 1943, co...ering 

904 financial reports (no Hnunc1anta appeared to he.ve been in...ol...ed); and 

one in 1946 co...ering approximately 1,500 :tina.ncie.l reports of internees (for 

interned renuncianta 8%cl~si ...ely). !he first .t~... fUrnished the following 

4a.ta: 

.kBlta bment 

'0 - $1,000 54 

$1.000 - 5.000 3l 
"­,,- .. 

Or.r 5,000 15 

. ... 100• 

• .k,et, J!erc;ent 

UD4..r • SOO 

. $500 - 1.000 5 


.1,000- 5,000 
 o 331344 
". :;..~er .~;:;.~~ .~:6,ooQ.; ..> .. 

: ~ . 
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~early, the assets held ~ renunciaats were considerably s~ler in value 

• than' those held by' other internees. !his can be expla.ined chiefly by the 

ract that renunciants were represented primarily by persons of younger ages. 

2. 	 Invest1get1ve Program 

('I.) Inyestiga.tive Orccnizat10n. 

!freetive enforcement or the rreezing demanded 'on the apotl 

inestig.e.t10ne of persons and bus1nelB enterPrises which were or might 

be 8Ubject to the keeutive Order. Iii this connection it will be recP..lled 

tbat' aemall investigative Ita:!r Was.eete.bli8hed within Foreign Funds Control 

after the ~ecutive Order Was extended in;June, 1941. During this period 

the invest1gat~on8 were of a routine che.raqter,·concerning such things a8 acts 

purportedly done pursuant to general or special licenses: applications for 

licenses; reports under general and s,ecial licen8es; Whether a person i8 a 

blocked national: where he has his accounts and. Whether his a~counts heve 

been blocked. The sta.:f'f which operated only out o'!' New York was very 81:l8ll, 

consisting orinvestige.tors aS8igned to the Control ~. other investigative 

agencies or. the Treasury. 

!'y September, 1941. it Was recognized thet the investigations 

required more than, for example, routine checl~ng or one's operations under, 

a license. Jor adequate enforcement or t.."le rreesing control it was important 

to ~onduct uhauative investig.e.tions of enterptt eel known to be or euspected 

or being partly or wholly owned or controlled by nationals or blocked countries. 

!hi. required analT.i8 o~ their corporate holdings, their baDk1ng and finpcial 

transaction., the nationality or their owners, and their transections with 

national. or 'blocked countries_. .t.ccord1n{a,y. J'oreign .lUnds Control embarked 

on a recruitiDe or 1nve8tig~tor8 who had comprehensive knowl.edge or accounting. 
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..;' . 

e::a:;perience 1nbanld DC aDd .flD.&D..Ce, ,and ,e.ueral 1mesticetlve a;perience. 

• , IJIIled1ate17 atter Pearl Harbor, the field iavestiptive work received 
, ­

itl real. im,petu. Jlield office. Yere opened in San JTanci.co and 1.0. Anceles. 

In J8lJ.TJB:r3, an oftice vae opened in Ch1caco. ~e.e th~ee new offices, to­

,cether 111 th ,the -office in It_ York v.re headed b7 Mr. :Irwin ~, a former 

OutOJl. u.n, who reported directly to the Director of l'oreip lUnda Control • 

•Ia.bJect'a tor in'fe.tiptionl caae trom 'fariOUB lOUJ'Ce.. l!ips' 

c1YG the ~rector were purne4.; lU8picionl re1"lected in ceuonh1p 4iapatche. 

Were iD.TeaUp.ted: 'the licenlinc dirtlion often reterred queltioD&ble 1i'ltP11­

catioAl f'Or investigation., In a4di tion, 8. a rea'llt of clole cooperation 

letwean 70reign JUDd8 Control and the other iDVe8ti~.tiye &cencies such ae 

'the r.B.I., .aT,v Intellicence, ~ Intelligence, the Control vaa 8qpplied 

Vi th endless Jl'QlIIbera of clues. for lnvestige.tiD.& questionable financial 

tranBactlona lnvolvlD.& blocked. &laets, or Involving peraons who might be 

acting for or on behalf d blocked D&tiowa. 

Hovever, It Vaa found 8&1'17 In the var that the t;vpes of inveati ­
.., •.... .. "'!t.,,,. .. 

p.ttv e work carried on 'b7 the field investigative Itatt did not aatiafy 

the requirements for an ad.......te enforcement of the freezing control:_ ~renti1 
. ' .. 

the peraonnel of the Itatf did not receive the £U1dance to aake the reqU1li te 

, comp1'8henalve ltud1ea of buaine.a enterpr1aea which Vere IUbject of lnve.ti ­
~f ~fIl 

catiOD. -!.beir iD.TeatipUon. Vere '8Ore -in the zaatare of interropUon8 Vi til- : 
• .:.', . *. 

out IID1' ,mer'enee 'to ac~ 'bookl, .recoN, correlpon4ence, etc.,' the e.aentia1 
,....... ','1'7. 


• 
, . 

incre41entaot an' adeqUate lD'fe.t1pUon. 'Inet-.4,:boveYer, of giving the 
. .' : . \ . . . . ' " 

Itaff the llecell&1'1 ca14aD.Ce,: Dew investigative Itatfl Yere created in fact, 
.... -. ~...' " 
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-to do a complete inveetigative Job in a particular businees ente~riBe. 

• 	 'Jor e:mr.tple. a crouP of lawyers were sent 'in to lnve~tigp.te General Aniline 

&, Pilm. a Jc>b which took 'Over 6 months of field stud:'; another group were 

8ent into American Bosch Corporation to investigate its operations wi th 

particular reference. to its relationship ,with Bobert :Bosch, Stuttg.?rt. 

Ge~. In a4d1 tion, '.. J'oreign lUnda Control"itaelf began to hire personnel 

with a more 8elective background and training, it comence"d to send out Im8ll 

croups to .ake investigations of business enterprise8. 

J'rom the "above it is apparent that the organiEation for the investi ­

eative work of Fbrelgn lUnda Control vas hot of the best during the early 

part of the war. In fect, not onlJr vere there these miscelle.neouB groU!l8 

operating in the same field, which produced Dmch confusion. lack of co­

ord1~tion an~ therefore duplication, but the field staff itself was found 

to b~ engaging in investigations which vere both unproductive and unnecessary!" 

~s condition was not percitted to continue for too long. 

In the apTfng of 1942, a reorganization vas effected wdthin the 

Inforcement ~vision. In the tirst instance the field staff was made a 

part of a Section in the I:n.!orcemellt ~vis1o"n vhich vas charged vi th the 

responsibility of not only determining the investigations to be made, bu.t of 

eZecuting the inv.estige.tions through the use of the field .taff. "!fhe 

determination of investigations to be maC!e and tmforcement action to be taken. 

rest8dv1th a com=dttee composed of a re,prelentative of the Licensing ~vision, 
. . . 	 . . 

the ~orcement Division and the General Counael's Office. !O thi8 

• Co!!UD1ttee tacts vere presented IIZI4 enforcement action to be ta.'!cen Vas care­

full"v canva..ed b.Y the Committee. .... a 'J'8ault, .atters to be imrestigp.te4 

vere ceretully eelected. objectives o! inveetigatiorl vere crystallized: 

.. 
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a aethod ot operation was detined to cuide the tield st8ff. When necessar.y, 

• 
.. 

a representative was sent trom Vaahington to auperviBe the field Btaft in 

the a:ecution of the investigation. J.a a result no longer were three ~r 
... 

tour 8eparate 'C!'O'Up1 within 70reign IUnds Control operating independently 

.onlnvestigation8; no longer vere bankB or an iD41vidual buaine8S e!lter­

priee approached on the wame probleJ:1 by' three o.r tour .eparate J'ardgn 

Jlands Cos rol inTestiptive C!'OUpB;no longer was. the st8ff working on 

cases which would not be m08t productive from the enforcement point of 

new ot the Control. InveaUpti'ona otll1nor 't1.olationB were handled in 

80me cases by' le tters trom the Vashin.gton ottice; in other casea they were 
" 

actually ignored as too petty to deserve fUrther consideration. Imphasil 

Wal placed on obj ectives to .be aceoJIG)liahed. 

II1mtea were kept of the meetings of the Committee on Investigetion_. 

and EIlforcemen.t 10 that there Was alw,va a 'reeord availa1)le on ~ caetes 

considered by the Co~tteeJ the action recommen.ded. and the reaaons for 

8uch action. 

Ve cannot dilcuss the Controlll investigative program without 

referring to the program inlUt".lted b;y 70reign J\mda Control in cooperation 

With thebr4 of Jeonomic Warfare (lI'I1baequently known as 7EA) to avoid 

duplication of investigationa'by the two agencies. Although the objectives 

of Investigations by the tvo scende. Were different J a 8in.gle investip.t1v.• 

• taff could often accompll.h the o~J ectivas of both acencies. J'or the most 
\ .. 

part the casal in thie catecor1 Were preci~tate4 by the cenaorahip dispe.tches 

whi ch both agencie. examined. 

!he tollavlng i. a description 'ot the achine17 'created to .effect• 
 . , 


'. • ., :1. 
" • ~ 1 • ,. ,. 

' .... , ~. ,: 

- . " ~ .. 



I 

(1) Casel 41lcovered b;v J'oreign lUnds Control, which were of 

• primary interest ·to Foreign '·7unds Control, 'vere referred to the J'oreign 
, , 

JUnda Control investigative Itdf, tocether vi th a 1IWIL"!1a!7 of all relevant 

information availeble.At the ti~e Foreign IUnds Control decided to make 

an inve.s~i,ation it lent to.lIEW a card informing :B:W that an irr.restigp.tion 

vas being _de, of this case. If lmI allo had an interelt in the JllBtter, they wer . . 

to inform ~reign hnda Control ~ t",eir interellt and auk that. a cop,. of th~ . 

inTestiptorl I l'eport be Bent to .them•.. If :Bl!M and' J'oreign Jlu.nds deBired to 
. ~. . 

proceed .1ofntl,. in dealing vi th a 'riolation , repl'elentativea of the two 

officea upped out a plan of joint, action__ 
, . . 

(2) Causof 'riolationl 41lcovered bY :Foreign. J'unda Control, vhich 

vere deemed to be of prima1'7 interest to Export Control or lllW, vere refenr.4 " . 

to lm4 vi th the BUggestion that they investigate and keep Foreign Punds Cont rol 

adviled. :BEll, at their discretion, ass1gned the caseI to Oustoml or ~ 

ot her appropriate agenq for investigetion. 

(3) In ca~es discovered by 1l:Z-" vhich the)" proposed to investigate , " 

(except caees in vhich J'oreign Innds Control h£d no interest), ~f lent to 

J'oreign .Jw:i.ds a card :indicating that the)" vere mald.ng an investigation. 

If ioreign Jltmds had an interelt in the outcome of ~ particular case, the')" 

requssted lmf to inform them of -the relul.tl of the iD.Testigation. 
,~ .. --:~,~ 

. (4) IJI. cuel 4i8covered 'b7 :BEW' vhi,ch were -of i~tere.t to both nv 
imd J'oreign JUnda Control, JS!I( n.bm1 tted the calJe t~ J'oreign I'wldl Wi th & 

. . '. ' 

"quelt tor ani!lTeltiption. J'ar e1gn JUn4a voal4 then check i tl records to '. 

• aacertain whether an ineltigation of the particular Case ~ alread.v been 
. .' . 

iAitiated. It DO investigation had been iAitiated ''b7 J'are1gn Jltmda', or if 

i!lTeltigation hiu1 been iAitiated b.1 J'oreign JUndI Control, J'oreip J'w:I.4s and 

-'70­
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Cu.atolDl coDterred ud 4etendned which aceD.C7 ahould conduc,t the inv8stl­

• cation or whether a Joint investigation lhould be made• 

(b) IamPle Igyeatleationl 

It ,il iJIIpollible to itemise the l:amdre41 of investiptlons UD4er­

taken and the ,reeultl obtained. JIovever. tn 1944 a 8'tD'9'ejP waa _de of 

iJIV.atip.tionl for the period la:J1JJJiJ:1!T 1. '1943 to lul.7 1, 1943. to IItpra:l.se 

their Y8lue.!be or1c1nl of theBe 1D.vesticat~onl. the ~01ations suspected, 

the _OUD.t .et fw:I4e involved, and the action taken. were call1itied. Of the 

258 inveetigationl aPProv_ 4tL1'inc tlie pr1.o4,:n were peDd1Dg at the time, J 
the It~ was made and the clal8lficationVai baaed on 227 completed cases. 

It was fOUD.d that the largest ,llUJDber of' CAlel aroae from intercepts f followed 

b7, case'a referred by the Llc8D.8ing DiTiaion. !he other Itqportz t louree8 were 

the J'ederal Ilelerve :Be.nk of • ., York, the ftell! Staff and oth.er Government 

Agenciel. eu.ch as the former o:&W and' State Department. Apprc%1mately a4 
" 

. ' .. 

percent of' the InvestipUona were made 801e17 for iD.:fomptional purposes. 

as 41sti~lhed f'rOm tho8e in which Tiolationa were suspected. !he following 

ia the 41epositionof those cases in which Tiolationa were suspected.

.0 violation 5l.~ 
mocldJ:l!: .l.ctlon 23.0~ 
Vl01ationa found and DO 

actien . 16.7tf, 
lIeports referred to other 

I ,j.agencies for action 6.6~ 
~lc.llaD.eOU8 action '2..,t;, 

!here were 10 ba.aineaa ,_t.rprieel 140ckedaa a rellUlt of these 

l~veat1p.t1'OD.8. the total net worth of which was coui4erabl7 eWer a million 

• dollan. In ,a441·tioil,it 'lfas t0u.r&4 thataolle fit the.e enterpriaea held 

approximately $500.000. tor 'blocklecl national. 'lfMch had "D.Ot ·been blocked prior 

to the investigation.. !he ,tand.a held by lD.41Tidnall and blocked nationala 
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!he following are a few cases to chow the subjects of investi ­

• cation Md reaul ta obtained: 


Ioffman La loch;. Inc .. lutley, Bew Jersey 


Boffma.n Ie. liahe 1. a aubsid.ia17 of a large Swiss chem1ce.l cor.t!.'e.Dy 

of 8imilar !18.T!'Ie.!he .American compE'~ had. total aneta of ap!>roxin.e.tely 

$25,000,""000. In an endeavor to cloak the ownership of the .Arnericcn coi.1psJl:v. 

a Panananian COn1pallT known as Se..Pac Vas formed. and ,bares were transferred 

to it, and.from Sapac thei were transferred to Mr. Jobst, president of the 

Jfutlq corporation. vho Vas C)ne 'of the voting trustees. !borough invMti- 'J 
'! 

, I . 

cation was made of this cotJpSll,.vaa it vas'auspected their activities might 

p08sibl:v be of great assistance to the Germans, inasmuch as the~ had one 

of their largest plants in Ge~ ve17 near the bo~d.er of Switzerland and. 

that there Vas a ponibil1tY' information mignt be sent to the Swis. compa~ 

vhich could have been transmitted to' the plant in German,.v for their use. 

It was' also suspected. that the cor.:paIlY' had. not been operating in aceord2.nce with 

the various ~iles and regulations of Foreign Funds Control. 
" ' ' , 

The inVestigation disclosed thP..t the compa.:cy bad in effect been 

completely ind.if~erent to the Executive Order 8389, and had contiuued. to 

operate in any manner that it lew fit. Hr. Barell, the head. of theSwiss 

COmpBn7, had arrived in the United States and had taken over active direction 

of the .American. compe.:a,y. It Vas tound tbAt the .Americe.n c0m:?Bll,1' had been 

1'W1ning 1t. subsidiary-, lIoche-Orgar).on; 'JDaDUf'actui'erl of hormones, v'1 thout ' 

reporting. to the Control the foreign owne::"'Bhip; thattt had been operating 

• vithout.a l1cen8e for JDaD7 months; ~hat 1t had been cooperating closelY' with 

Schering, an .American mbe1dia:ry of a (Jerman c01llpaDT. Moreover, investigetion 

tH8clOl ed that the .American c'omPaIQ" haL'. been attempting to' hold the South 
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• 


• 

• 


aerican markets for 1tl parent erpnisation to the Po111blede'triment of 

.American chemlcal -.nufacmrerB•. ' 

InasmuCh as the subject val aanufacturing materlal for the War . , 

Department, it Was dlfficult to declde what action ahould be "taken, a1nce 
.' . . . 

laau1ngaore restrictlTe l1cenlel or closing the co~ dovn would interfere 

Vi th the ~ar effort. It "aldeclded, hovaTer, that the CODIPBDT ahauld poat 
, , ' 

a n.bltantlal ga&1'IUltee in the form of COTernment bondB that it, repre­

lentatloneY1th reapect to the 1Daj0ritT ownerahip of the Swi8a compe.n,.v as 

Swias were correct, "and that the cO!:!pell3" vould comm1t no rlolations of Foreign 
It 1 

J'u.nds Control regulations.' In add1tlon, a new Tice pree1dent va8 appointed 

through vhom vaa channelled all matterB pertaining to the cocpari,y'e actlrltles . 
, . 

and 1 ta relatione Vith !'orelgn lunds Control. 

Imedo F. glut et al 

It hal already been indicated that 1n order to prevent the Nazie 

from dilposlng of looted Unites States currency, Itrin&ent import regulations 

vere lalued. It vea lmovn that .ome looted cun'enc)" had found its W81 to 

South America and it waa neCe888.l7 to exerclae Tiplance to prevent aDT 

currenCT 81IIIlgellng from that area. A 8JInlggllng cale Which reBul ted in the 

arrest and conrlctlonof three ',eamen vas that of lmeBto F. Allu, the puraer 

of a Chilean Iteamahip. &D.4 _ other in41Tiduala vho vere chief Itewardl.,of..... 
Chilean ahiPI. 

!he three leamen "ere .-plo7ed on Telael, pl1'ing between Jiorth and 
. ­

South .American porta.' .ltthe time th87"ere apprehended. thq confes.ed thet 
. ~ 

th8T bad 8macgle4 o~r '$3O,?OO ln 'Oi:dted 8ta~ea curren.c1 lnto the .Un! ted Statea 

on t~ir·.1atelt trip,;. .~. carre~ had been converted Into' cas!lier" checks 
. , 

" . 
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ant. trl':.veler· s c;·.ec.:s "..::.ich We:'e seized b;.- t::e D-.lStCI38 e;'.lthori ties Po·1S tl~e 

Be~en ~ere a";j;".'.t to depart. S:l:'seque!lt inves~i:::;{'':i.~ll. bot:: in t:Je Uniteel 

States e.:::.d in Chile. inclice.tecl tlu:.t t:::'ese 1no.iviC!:.::.e.le we:-e pe.:'t o~ &.....1 

thi e cO'J.ntl",l1'. 

!:.e three seEUilen were convicted 011 the c:h.e.rii;e of vio:~\t1n!: t::e 

e.ne.. were sentence.! to t~le tine served. troe tl:e O.rcte of their arrest to t:·i.e 

dzte of 8e!ltence plus en ao.c.i t"!.Oll£'~ t~rt;! de:"s. 

:&.lrea"..l o-! c-.::~tO;:IS, evio.e::-~ce was developed. w::1c'". lec. to the cl)!l...-iction F.r.C. 

sente:lcing- of Kenji I~:i in t~e U. S. District Co"'.:.:,t at Se"ttle to r.J.ne 

y-eRrs iTT)rhonnent anG. a $5,0')0 fine. I!:i, t!1e ~.n~er of e. Ja:?E'.n:se CO!lCIl'!'.Il. 

U:litec. Oce-a:-:. ':'re.r..s-port Do"?':",!:'"';'", pleade:::" i;l!l t:' t:: c:::::.r€-:'E 0:' co:"'.ceF.li!l[;
• 

V1ktor Eator 

fWlc.s in the Uni tecl Stetes is that of a &rO:l,? of lead.in~ 3n1::e.n incustriel.1sts 

who atte~tedto cloaZ t~eir assets in the Uniteo.·States, ~ort~ :cil:ijnf 

of lollus. thro~ an l1w:l.carian attorney of i.llterll2.tion reputation W~10 

c~~e to the Uniteo. States in 193? .Ostensi~17 no taint was attac~ed to 

this attorne7.UO"..ever. Yhe~ he WaS re~uestec. to e:plain tte BO~~C~ of 

.~b6tant1el &alets depo&1te~ in hie accounts wit~.a 1eefinc New York bcnk. 
to .• 


SLC/i::.ive p:ooo~ as to' t::-:.e oW'ne:oshii> thereof his exple.n.ations liereva':::l.e . 
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and made little .ense,!~herefore. a thOTOll€h investigd!on We.t Ilsce with 

~ res~ect to tte attorney £.~a the 'f~ds which he held. 

It was discovered that in addition to the assets hele.. in hi s 

own accoUnt he had let up fo~r holi!ng co~orations unde~ the lews of the 

Stete of E'ew York under American titles and hal!. transfer:"'ld thereto millions 

of dollars in cash and 8ecuritfes. The at to rne;:r. after exhaustive interrobetiof•• 

finall7 admitted that these funds not only belo~d to himself but elso to 

VE:r1ous Swiss boldin, co::!pan1es but he stated th2..t he did not lolo": the 

~ 
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ultimate baaeticia:ies of the assets held in the name of the Swiss holding 

~c~mpeni~s. HOweTer, subsequent inveetigetions ~de by the Control led to the 

. belief that the ultimete beneficieries of these aseets, at least in pe.rt, 

vere l3alkan industria11ata who vere colle'bore.t:ng v:. th the Bade. It wes 

ul timatel,.. ucerteined that thiB belief vas correct; the.t the grep..t portion 

of the aBsets that had been held by the attornB'Y or transferred to ~he 

Terioua corporationB by hiB direction belonced to lee41ng Hung~r1an 

industrial~ Its vho vere engaged in the ma.n.ufacture of mu.n1 tions, atrplanee 

and .teel tor the HUngarian and Basi"var machine. !hese alsets vere frozen i 
I· 

b,.. ~ecific direction of the Control and,; thus, the,.. vere rendered impotent 

tor an,.. use contr&r,i to the interests of the United St~tes. 

Comet Toola Inc. 
·Schimmel &: COMPaDT Inc. 
Reine &: Co. t 

One pPase of the enforceuent work of the Control involved the dis-

cove~ of German interests in United St~tes corporetions. ostensiblr Ane~ice~ 

owned, vhich were formed to act as exclusive agents tor German corpore-tions. 

It vas suspected the.t such ownersbip Vas a fecede and the.t the real interest 

continued to be German in spite of ~v and devious trAnsactions consisting 

of transfers of stock, increased capitAlization, cancellation of outstanding 

indebtedness. etc•• vhich 80ugh~ to cloak the German interest. 

Illu.trat~ve ot thh cloaking are the cases of Comet !ools. Inc••, 

Schimmel " Comp~ Inc.. and Heine ~ Co. lIla.ch ot these companies had the 

exclusive &genc,.. in the UD1ted States to distribute the products of German 

companies. . 

~ 
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• 
Oom"C'i!ool. Inc. 

!hi. corporation was organized in 1937 1n 5ew York to distrIbute 

tools JII8l1ufactured b;y J:oIlU~t StahJbal ter und Yerksengf'abrik. !he owner ot 

the Ge1"Jl8J1 c0ia.Pan7 furnished the corporation I 8 total working capital and 

BercieR considerable control O't"er i tl acUTities. !he tmde mark used 

b7 Comet !ooll lethe propert7 ot Eomet 8tahlM1ter and w.. registered in 

the we ot the 'Jaer!cs.n cOmpa.,llT vith the undentanding that it was to be 

,al.iped to. the Germau oonce~ at 'aRbsequa,nt date. III add1 tion to the 

wozkiD& capitel, the machiller7 and tquipment used ill i t8 actiTitiel Were 

1rUiPP1ied b;y the owner ot the GermlJl::'comp~. Comet !ools represented to 

the trade that its t~.cto:E7 and o:tfices inQel"Jll8Jl1' had opened a bre.nch offi ce 

and MOp in liew York. At the time Ge:rm~ was blocked, the stock of Comet 

!oole was heldb,y two naturalized Americen citIzens who are officers 9f 

the co~.' 

!bis corporation Was found to be a national.. wi thin the defin.! tion 

of the ExeeutlTe Order and was consequent~v,blocked. 

Schimmel & CompanY Inc. 

!bi. tim was orge,niled as 8 wholly' owned tubsIdia17 of SchiJlr.lel 

• Co~v. A. G. of Gel"ftlB.D7 in 1934. 'Until April, 1940, the German company 

held all of the jmerican co~'. issued stock. at which time the ahare8 

were transferred to, an American atto~e,. 8S Ilominee. , !hereafter. and ~ to'"the 
" , ' , ," 

blocld.ng ute ot GermaDT' Jue14, 1941, llWIleroua tranlactionl il!VolviD& 

thi. Itock . .J'elul.ted in the tranater of the 1mlk ot theaeaharea to .Ame~lcan 

• cltiseu, on pa.vmentto the Gera.u coJJr.pB.%l1' from B.eicbmarks account. in Ge:rme.n:;v• 

'!be inTestigetiOll 41iclosed communication between the Ilominee aDd his principal 

'-'16­
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vhich established clear17 thet methods had been discussed to conceal the 

• 	 beneficial ownership of Schimmel and OOJn?~, and there Va.s reason;:bl e 

cause to bEl ieve that the p~ent for the stock Vas e. device to conceal 

the continuing German. interest in th1sco~. !'he .&merice.n comp~ which 

had been restricted by' agreement from carl7ing on e:I.l7 wsine88 in LE!tin 

Americe, solicited the wsineas of former Schimmel J-G. agent8 in Latin 

America atter the beginning of the var, &n4'1 t appeared that this Vas done• 
, Vi th the )qlovledge and approval of Schimmel .L G. as a means of pre.ervi~ 

its Le.tin .American arkets. 

Schimmel and OomP&n7, Inc. -vas found to be a national within the 

definition of the Order and Vas blocked. 

je1ne &: Company 

!rbis, corporation vas organized in New, York in 1908 b7 Heine &: Co. 

J-G.r:£ Gel"!ll8.D1' for the purpose of distributing its products in Amerlc.e.. 

During World War I, 300 shares of'the capital stock of Heine &: Co., held 

by Heine, .A.. G•• vaa sehed by the .Alien Property Ou.stod1.an. .An equal amount 

of stock Vas held by an American citizen. Jfter the Var the shares of Heine 

•A.G. vere returned to the American company and vere retired, and Bince tM.t , 

time all of the stock of Heine &: Co. has been held b7 an American citizen, 

Paul Schulle-:Berge. In thi. CAse, it vas clear th2.t the beneficial owne:r­

ahip vas .American, bu.t 1 t appeared thet 'the American comp8Jl1' vas indebted 

to Beine .LG•• in an amolint vhich uceeded its ..sets. fbis indebtedne8s 

vas evidenced b7 three DOtes, ~ble at sight, and vas secured by, the 

• 	 deliver7 of the capital 8tock of the cou!pa.D1' ,a8 colle.terp.l. Pa::ment of the 

notes of the corporation vas guaranteed by Schulse-~erge, the present owner. 

'Until the outbreak at the VU' in 1939, Heine" 00. imported me.terials from 
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• 

.. .' 

*he CJerma.n cOlipaDT and p81JIent therefor .. rem1 tted to the German com,pa.n.y. 

It Val 'fcra.nd that Beine 6 Co. Wal, a aational vithin the defin! tion 

,of the Order and vaa )Jl.ocked. 
• .' t... · - ~;...... .. ~ . 

It veuld not be fair to 'a hilto1'7 of the Control ,not to refer to 

,aone of the .,re elaborate i.a:veltiptionl c,nducted into theagenciea of the 

,Mil "banb operatinc in the 'UD1ted States and t.he scencies of Swila 

lnaui-ance companies. ' 

~,e grc)"a;ps of investigatorl worked at the agenciea of the 8101isI , 

'ba.nka, 8wils:Ba.nk Corpo:retion. erea.1 t Suil8e and MIS Americ2.l1 Corpcr ation for' 

.everal montha to determine to what extent and by what device Swiss banks 

vere able to conceal assets of blocked nationals in the United Stetes. It, 

vas as a result of this investigation that, ye obtained a comprehendve 

b.ovled4:e of the Swiss bank:1nc operatt ons which'subsequently constituted. the 

baaia for the Treasury promulgating 'General !u1iD8 .0. 17 w~~ch WAt described 

in creater 4etail above. Specifically, the investigation disclo8ed the 

follovinga That the liew York .Agency of the 8vin !ank Corporation had 

isi1'ol:'mation in at least 74 instances concerniDg the awnerah1p of accounts or 

the owner8h1p of certain .ecur1tie,8 and accounts. 'Which lnformstion had 

not been reported on )'om !l'.B:-3OO. In 42 a4d1tional ca.ses it appeared that 

the Swill lIa.Dk Cor,po.ration's 8#D.C7 Waa ad'rllltd of the facts of such owner­

~.P atter tbe ~ nliDg date as to Which,DO Wpplemental ~OO'8 

vere filed. In a5 a4d1tional casea information Appeared on lndc: cards 

held in the, licenaiD8 department, of the Sv188 lta.Dk but no other. evidencel of 

cnmerahip vai,t~. In the.e cuea alao. no fJ'.B,..3OQ report. vere filed in 
. , . . 

the, Dames, of the parties lilted. ,lome ot this lnformatlo~ v... pined from non­

eneJItV 4eelare.t!ona tiled with the 'OaDa41'an author1tle~ .. which 'Information Waa 

'. 
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lIOt transmitted to the Traasu.r.r Department. In the case of the Credit 

• 	 Suisse, Hew York Agency, the pattern vas aomewh2t aimiler. !he number of 

accounts held by' Credit S'l1ase Vas tml8ll.· In the case of the Swiss .Ar.:leriCEln 

Corporation, 54 violationa vere found, including failure to report contents 

or pOlsession of aealed envelopes. 

!he acencies of th:e Sw1ss insu.rance compe.n1e I vere investigated 

since it.ha4 long been Suspected the.t inln:ll"P..D.ce compenies could be used as 

~ehiclel for t~8mi tUng vi tal. information to the enern;.v. .AD investige.Uon 

vas lIlP..de of the manner in vhich SWiI. Reinsurance Comp8ll1' handled in.!om..",tion 

relating to ahip movementa and ahip 10••ea. . It vas found that ItrP.tegic 

information, received regularly by such cOJDp8ll1' fromauthorite,tive lources, 

beceme available to a le.rge DUmber of persons, including other then company 

employees, in the procelS of handling of insurance and reinsurp..D.ce of merchaD4isf 

shipaenta. Au investigation of lbropean General ReinBurence COT!lpAll7 Ltd. 

revealed that it had information of a strategic c~racter relating to most 

of the important mupit10ns and vardevelopment projects in the United St~teB, 

and subject to practically no supervision. As a result of these discoveries, 

Itandardl vere set up by -the War Department to guide insurance companiee in 

handling in.!ormation made available to them in connection vith inaurence r11~. 

In anticipe.t1on ofa more ngorou8 policT vi th respect to France 

and before our lnvaaipn of Borth .&frioa, the Control ln~esUgetee. the 

French Idne ep.rly in 1942. ,It Vas found that aince 1940 the French Line 

had been guided,entirely b? in.tractiona from Vicb1 vhich, in turn, carne 

• trom· the German We1abaden Co.asion, and thE,t the It.,. personnel of the 


)',rench Line vere over-zealoua In carry1JlC out their ,German inspired. lnstractions. 
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_der vMch the hencb. Une Gpe1"8.tedud Itop piQ'ment of salaries to the 
, ' 

top Itaff .,PeDding t\arther cl..lflce:tion of 'O'Di ted Stat....hench re1e. tlons. 

One eaDDOt 4J.8cuslinTeat1p!loDBoarr:t.ed on ",. the Control Vith­
. - . . .' ' 

.Out nrerrlng to. the. e1*)orate l~elticat~n Uae of'CJeneral~ine and 

l-11m Corpomtion. lJmie41at~ atter Pearl Barbor a croup' of !ree.sury 

perlonnel val lent to the hDer,d .&D11ine .. J1lm COr,poratlon to c..:s;pervlBe its" .. '­ -. 
\' ,:'" .' .,., 

operatlonl and IDTeitlcete It ~~y. :~e InTeatigation loon 18'9'eloped 

eT1denee tbat General .Aa.11ine &; JUm Val ~eing 'WI. b7 the German GoTe~ 

ment. 25 of the key e1:ecutiTe perlonnel, including the prelldent and 

cha1l"111AD of the board. and all lapartment headl vere dismned on ordera of 

the goverIlJllent early In Jan'l:lS..r'1, 1942. lt7~ebl"ll8l'7 16, 1942, auf~lelent 

mdence vu. obtained in the iDTestigation to .1ultify the !.'ree.eury Testing 
I 

9S~ of the outltandinC 8harea of tMs corporation. vhich lhares vere held b7 
I ' 

corporatlonadomel].ed fespectiTe1y in one Jleutral country and in one allied 

~ountry. ' J'ollovlng the Telting the !reasu:r,y remOTed the remaining UD.­

.' .~ 

}j>: ", 
'-< '. 

leairable uecutiTe perlonnal and replaced them Vi th executives of proven/ ' 

I ':' . '. .:..!­

loyalty, cholen from thj .American chemical InduBtry. Wventually. all employees; 

Vi th 8.'l13' past connection vith I. G.J'arben vere 41Imis.ed. J , I· . " ' , 
. !he Control ~10i"ed all posBible source. of information to obtain

I . . 
80me over-all pieutre vith reference to' treicht forwarder. and the extant 

to ~hiCh theY'lI1gbt ~T! 'reprelented J:dl' IDte~8tl In this c~t17. ' .. . I . '.' ". 
In thi. connection r8pr'lentatiTel~f the Control partiCipated In a heariDC 

, 

'being con4ucted 'by t~ lla.riti- 001llll11s10ll.,on the ,eneral practicel of freight 
" ' , , 



. forwarders. At the 8Me time ve conducted a fi~d investigdion of freight 

• forwarders operating under !reR.8U17 license. .I.e a result of this investi ­

cation ve discovered that the Draeger Sh1ppingOom,~ vas serving a8 a 

frod for an organbation "beneficiall,. owned b;r the German Government. .I.e 

a. result of th18 finding Draeger Shipping Oom;pe.1'l.V'S operating licens.e vas 


revoked and, upon the Oontrol'. recommend.P..t1on, the firm vas vested b7 the 


.Alien Property Custodian for ,liquidation. 


It ia apparent from the above that the lu'bjects of investigations 

:covered a Vide field With. a new to accomplilh1ng varied objectives. Ba.nd.:red8 
, . 

of investigations vere made of Jmericanf~onts for ene~ funds. Some vere 


liquidp.,ted. othem vested by the Alien Propert,. Custodian: still others vere 


in!tially fltl;perviaed bY' the Treasury and thereafter transferred to the . 


juriadiction of the Alien Property Custodian. Personsvere inveetigAted on 


the 8Uspicion thttt they filed lnco~ect report. of the assets th~ held for . 


foreign natione.ls. .Oar rected reporta Vere filed: tunds vhich should have 


been blo~ked vere '~quired to be blocked; tunds which vere actuall~ owned by 


or on behalf of the en~ vere recommended to, and vere vestpd by, the Alien 


Property Custodian• 


. Regardless -of the object of investigetion, the technif!Ues required 

to discover the actual. facts demanded persi stent and thoroughnelS in execution, 
. I 

1ngenu.1ty in "Bpproach, and selectiv;i't1 of lubJect matter. It vas im:ledie.tel,. 
, . 

recogai.e4 the.t vhat ever the purpose, be 1 t .intster or 1l'lnOcent, the varied' 
• 

. 4~C8. used to conceal assets and activities which should be subject to the 

freezing cotlt ro1 vere lim.ted 0* br the 1ncenu1t7 of frightened businel8 or 

uscru.puloua I.x1s acents, .. the caS8 1l1cht be. 'Whether for the economic 
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. defense of the tJn1 ted States. which \IIould include the protection of the 

• 	 pro~ert7 interests of those who could not protect thenselv.es. or for economic 

warf'are, to :injure the A:r1s wherever posdble. ·the Govermnent was forced to 

look through the device, wh&tever i tmight be, a.nC!. act in acco.rde.nce vi th the 

fiD.d1ngs of' beneficial ownersJ1p. !he f'ollow:'ng are me!"ely e. fflltl of the 

devices used to conceal assets· of' blocked countriee and which Were uJ. timately 

Unraveil.d through the iDVestigaUve work of'J'oreign JUnds Control: 
, " 	 ~, 

!he hnlt :Deyiee - !he technique in. the trust device was to place atock owner­

ahip in t1"Q.st Vi th .American citil,ms ~ but the apparent beneficial owne~ 

ship was in citizens of' neutral countries; In·some instances the trust was 

of' the spend thrift variety, in order to give a creater .emblanc~ of 

completely divorcing control from beneficial ownership. ~e ostensible 

beneficial owners Vi thin neutral countries migh.t. in turn. be mere nominees 

f'or others unkno\lln. lIeneficillries might Ihift, and new ones spring into 

exi stenee upon the happening of certain events or upon appropriate declp..rE'.tions 

by the trustee. 

~e UnredgtereA Share Devi·ge Was probably the most common device er.!!'loyed 

f'or large holdings. !he techn1~e used Wes to transfer to holding cOmpBniea 

in various countries Bhares·of' stock f'requently representing majority owner­

ahip and control of American cor,porptions. !he stock of' the holding 

companies usually oonsisted of' bearer sharea. !'hus, e.DY recard of' the 

uJ.Uma.te ownerah1p was not. available•. lIoreover, tre.d.!ng in such lhares be­

tween the Tarious holUng companies was frequent, resulting in further confusion 

• and concealment. In ~ cases the corporation in question never die. beve 

IlUf'ficlent aneta to purchase the.Americe.n lhares. In some inetA.D.ces, where 

the share. of' the holding comp~ Yere themeelvee held by lUlother holding 
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com,pany. the &hares of the ~iret corporat10nwere of partly paid 

• 	 "Variet,. cODll!lon in lIu.ropee..n corporate ,finance. and. the lecond neutral 

corporation did not and nevervae intende4 to have au!ficient aelets 

, to .eet a call if made on such lhares. 

:he Second Generation Dey1ce. !he technique here.vae to pi~ce, in the 

Da7!le of a perlon borniD ,the 1h:dted 'Statel of foreign parents, the property, 	 ' 

beloDg1.Dg to the parent, or in vhichthe;y had an intereet. Young children, 

but .Ame::-ican cithul becauee they vere \om Vithin the Un! ted Statee, vere 
" 	 . 

found to heve held nomiDSl. control.over 8\1'betant1pl organizations; !hie 

deTice vas alllOat exclusively used to cqnceal la;paneae intereet in .American 

operated business enterprises. 

Control by PerloDa' Dealing or Relationship. ·The buying and selling of 
. 

abares in American corpore-tionl b1' and 'between groups of penlons all baTillgd!j 
.;..... 

'r..;. :~. 

"blood or financial relations ,with ,certain other groups, vhich, in turn, 

controlled foreign corporations, vaa another pattern. !his device appeared 

to have been common in the chemical 1ndust1'7 where the 'blocked foreign 

interest vas primarily German. !here Vas frequentl,. no relation beiween 

the value at vhich theae aharea vere ao14 on these lresh" lales, and the 
.' 	 . 
~rket or book "Value thereof. 

. ,~. 

, " 

!he Option 	PeTice. Corporate ahares. particularly of newly fomed corpo]."diollE 

::'. -:.. 
vere optioDSl. ',to. 80me foreign peraon or, corporation, 10 tbet, though th~ , 

record ownerahip might remain vhoJr .American; the power of the optionee vaa 
. '. . . -." 

the principal factor in the con4uct of the buainell. 

3. 'leotment of !nstA.IS Int'lPril". '
• hom 1tl aperie.nce 1n the 1aat war, Oe!'lll8.lV' learned that the mOlt, 


effective ve,y of prorld1Dg a meana forpa.,vtDg for the cost17 operation. of -the. 
.. "" 
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• 
"ar "as to posBeBB "i tb1n the Weltern Hemisphere a 8'J.bstantial. net-work 

• of bus1neas, financial, and commercial orgAJl1.::ations supposeclly engr~ed 

in ordine,ry com.~ercia1 and bu8inesa operations but cont rolled. either by' 

heed o:!fices in 'Ge~ or persons on the spot 8J11IU)athetic to and working 

for the Arls "ar effort~ :rine.."'l.cial andbudneas enterpriBes provide a ree.dy.. 
and contiDDing souree of tun~s to be used for fi~cial "arfare operations. 

J'riendl.y ·financial and buaineas enterprises can, as long as persons co­

operating 1!i th an enetV' oceuw podtionB vi th pover and i1!l'porte.nce, 'provide 

funds where they are needed epd .sBure that they are paid out 'in a manner 

that can be camoufiE.ged a8 an ordinal7' bujiness tran8l?ction. l'rienclly­

operating companies facilitate espionage. Such co~anies "hich have large 

payrolls can have Bpies placed on them. Their operations can be covered b.1 

Igiving them jobs which facilitate their operations, such a8 by- 8endinc them 

throughout the him1sphere ,as .alesmen. placing thetl in positions where they 

can analyze blueprints and plans for nev installations, giving them access to 

fit;:Ures and prod:uction of critical materiels, etc. Daring ~"'orld War II 

the ene~ could not U8e, because of the regule.t1on. of Foreign l'u.n.d:s Control. ,I 
I 

their free bu8iness enterprises in this country to cet the money to c~rr.f aD 

41sr.zptive operations vi thin this country. In 1'e.ct it "ill be receJ.led in 

this connection the aaboteurs "ho landed on our coast during the "e.r, and . 

"ho "ere 8ubse~entl~ apprehended and executed, brought vi th them aubstantial .. 

tNmB of United Statel currency. l':r1endl.7 operating companie!, if uncontrolled,) 

'can sul'Port newspapers, publications and ra410 programs which spread pro-
i 

, I 
J.:rl B - Anti-Jmerican proP8&!'.Dda by the placing of. advertiling. Btl~orting of 

bro,..dcasts, assistance in procuring critical materials and. outright domination.• 
I 
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J'!..wl,.. frien4ly operating cOllpanieaafford the best cover for transmitting in­

• -formation obtained through elPionage back: to enemy countries•. 

.An i:.portant ob.1ec~ve of enforcement ~ork: involved the purging 

of 'business enterpri8es "ithin the TIn! ted States of their A1:is inf'luences. 

~e following are lome of the enforcement techniquea used to thiB end: 

(a) LiQ,lidetion - lorced Sale of As"ts. 

J'oreign J'ands Control forCed the .liquidation of JD1!!lJlYbusinesa 
. 


enterp!,iBe8 whereactinties were tound to be inimical to the defense 

of the Western lIemiaphere. wllere- auch 'buaine8s ent8J.'PriseB were not 

\ ­
eisential to the War effort and where> their continued operation Was 

DOt deemed nece8sary to the publIc intereet. Included among the types 

of enterprisea which were ao liquidated were enterprises controlled, 

directly or indirectly. by Germa.Jl3". Italy or Japan or persons withinw.ch 

countries. irrespectIve of the technical 1e gal ownership of' the enter­
• < • f 

prises; and enterprises which were acting on behalf ofar for the benefit 

of Gel'JIl8ll1. Italy or Japan or persons vi thin IUch countries. irrespective 

of the technical legal. ownership or the enterprisea; including bo.18inel8 

enterprises which Were attell![)ting to hold foreign markets for such 

, <countries 	or persons. 

Bus1ne88 enterpriBeB were ·forced to liquidate t!1rough the " 
'" 

folloving 	procedure: In new of the fact that such e b".lsiness enter­

prise w.. 	a blocked nationel. <aDT and all property of IUch bI.1s1neea 

enteTPriseB were blocked. It would not be 4ep~t in vithout a license; 

• it could not engage in II.I:q' financial or commercial tre.ns~_ct1ons except 

pu,rlr.lant to license. Accord1ngl7, when it Vas c1eterm1ned that auch 

bI.1ainess enterpr189 was to be liquidated, aDT opereting license which m1' 
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have been outstanding in connection Vi th auchenter:nrise WEtS revoked 

and a lice~se was issued whic~ permitted onl7 those transactions which 

were designed for the epee~ liquidation of the enterprise and the 

disposition of its assets to desirable iDlividuslsand concer~s_ UsuallT. 

at the time of the issuance of s1..ch a liqc.1dating license. repres'entatives 

of Foreign J'wldB Control were placed. on the premise. of the enterprise to 

8qp~rY1Be the liquidation proceBB_, ~ese r.epre~entatives ha4 instructi~n, 

to control acceBs to the premises of these business ente:-prises aIt to 

prevent aD\V' person from 3:'e1:1o'rill& or 4est:t:oTill& aD\V' propertT of such I 

business enterprises, includill& books and records. ! 
1'hrough the lio..uidEl.t1on procedures th'e business e.nd aBsets of 


.uch business enterprise were reduced to cash, creditors were paid 


off, and .the remaining funds were place.. in blocked acco"Jllts, subject 

, . 

. to vesting bT the .Alien Property Oustoe.1an_ 

More than 500 business enterprises were liC!.~d.&ted ~ Foreign 

J\uids Control'.' Included among these were foreign 'banks and insurance 

c01:1panies opereti~g within the United States and controlled from within 

Germa,ny and Ite.ly. In administering this phase of the Control the 

!reesury D~artmeht obtp~ns the full cooperation of the state banking 

and insurance depart1:1ents. 

(b) Vestine Action 

In certain cases it was found tmt, the liqu1dr-.tion of businees 

enterpri.es, whoee activities vere detrime~t£l to 
. 

the securitv. of the 

.Western Hemisphere was not feasible because the continuation of the•• 
" 

ftsiness. enterprise Val in the public interest. In such C2.ee8, the 
. . -' 

interestl held or control~e4 'b7 UD.de.ire.~le influences in the particular 

I 
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.' '. 

bI18ineee enterprise, orin re1ate4 enterpri.es vere. Telted in the .Alien ... 
• 	 Property ~tod1ap under the authority crante4 by the J'irlt War Povers Act of 

1941. 

(c) 	 8g.per'Viaion· 

In a4d1tion to ~erY180rB b.ing placed in 1iqu1datiDg bulineBI 

< 	 .
enterpriseB, ,repreaentatiTe. of J'o.reip JUn4a Control vere placed in JD8.D1' 

operating buainelsenterprilel 1n,J'4ez: to lupem8e their activities and 

usure' compliance with their bD.ainel. operating 1icen•••• 

'h814es BUperYiBinc the actiTit,1ea of the enterprises, it Vaa . 	 . ~ ­' 

the function of the gOTernment representatiTes to obtain full information, 

concerning the atro.cture. actiT1ty and background of euch enterprise., 

in.clu41nc information .. to the actual control I of the enterprises and aa 

to their office~a and employees; to. determine vhether there il ~ Axis 

inf1ue,!lCe in connection vith the organization. control or operation of 

IUCh enterpriaea; and. if ao, to Make recommendations aa to what steps 

lbould be taken- to purge the enterprise of such ..b:1. ilL.""uence. 

!he frealU17 rapretentetiTee ~ haTe 4etermined that a.rrr one of 

the fo110v1nc acts lehould be taken with rellPect to the enterprise: (1) !he 
I 

Teating of the ato* or other interest of an. undeairab1e ln~v1dual or 
, I " 

, concem in BUCh en~ei'prise; (2) the 1iqu1dation of euch concern; (3) the • 
,I ,. 	 ' , ' 

41lcbarge of cer~~ offic.rl or 41rectora. or Df certain em,p107eeB: (4) the 

18'Verance of ,c.:rtajln undellrable, contractual nlationah1pB. inc1ud1Dg patent 

a.rrangement~ and. the like: and (6) the prevent1onof cene.1n t"re4ti'actirl tiea.' 

• inc1u41UC deal.iuca vith 1Ul4.lirablecuatoJ!lars &!ld the 118e of unde8irab1e 

.' l ..~ , • 
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I 

. 	.; 

It should be noted in this connection. thp-t it Vas not intended 

• 	 in most cales vhere auperrisore vere aed, tbet they shoUld be perJ'!\2llent. 

Ittachmente toauch en~erprises. !.be objective in their use Ves to destroy 

effectively the jz1s influence in co~:ection With the organization, control 

or operation of the business enterprise. With that ~d in view, if the 

enterprise vere DOt liquidated or vested. it ves ao reorganized. thr.t it 

couldsdaly be permitted to operate vithout Government supervision. 

(d)iestr1ctlye L1cen.ing. 

It vas DOt alvays neceaBa1"1' to place eupe:rrisors in bloclted enter­

prises in order to parge euch enterprise~ of uneesirable influences. It 

vas possible to accomplish this result in a ftM ca~es theough the iasUM.ce 

of cond! tioll2l operating licenses., vhich permitted the business enterprise 

to conduct its actinties under ·certain terme and conditions. ]'or exemple, 

a buRiness operating license vas conditioned on the enterprise involved 

making certain changes in its organization, including the dismis sal of certain 

atncers and enrploieee; or th:at the firm completely severe all relationship 

Wi th unde.irable cu:stomers. Generally speaking, the mere use of the lice!l8inc 

technique vas not found to be BUfficient in order to reorganize jz1s business 

enterprises. - . ~".~ . ~~:~: 

!he 'blocld.D« of a busines. cterpriae and the isauance of a 
'" 

• 

lia1te4 operatiD« licenae to it 41d ae"e. hov...er, u & ueful tu.nction u 

a pre1im1nar;y .tep in contzoolllD« sud:I. businea. enterprisea•. .&n illustration' 

of ~ ule Of the licen~inc techD1que &s a prel.1m1~ step to prevent Ull­

4esit'a'ble tra.nsactiOZll Va. ~e' ca..e of Sebring Co1"J)Oration of lnoomtield, 

-. JeneT_ ~s corporation. prior to the outbree.k of war, v.s reltricted 

.. I
i 

.1 
I 

1 
....	~ 

, 

I 

i. 
I'
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by a ~tel contract ~ith Schering ~G. of Berlin to the United Stp.tes

• market. Atter the outbreak of the war, Schering of Bloomfield formed a I 

.,I 
I 

.ubaidiarycorp~ratiDn without objection from Scbering A.G. ~f Berlin, the 

lole function of which was to ~rt goods to other markets in the world 	 I 

! 
which had formerly been 81.1P:'Jlied by Schering .LG. of Berlin. !hese trans- : 

I
actions were .ubject to the provisions of Executive OrderBo. 8389, as &~ended. 	 I 

I 

Jbreien JUDda Control denied all ezport applieF.tions. !his action prevented 
,1 

Schering .L.G. of' Berlin from accru1ring eubatantial ~unts ot local currenc,. . 

which would othervisehave been aTa11able to the .A:rls Govern.J!tent for 

pro~ and subversive activities in cpuotries in which the aAles were 

.a.e. lubsequentl:y,· the German-ovned stock of Schering Oorpon.tion and 

ita IUbaidier1es were vested by the .Alien Propert:y Ou.stodian. 

(e) leorgani~ation Without !locking. 

It Waa DOt alw&y'l necelBary to block a business enterprise to 

purge it of undesirable in!luences.It was possible in some instances to 
, 

induce the enterprise to undergo a reorganization or to change its tre,de 

practicel. 

• 


lor e:DL'!Iple.a reorganization Was effected 1n Sterlin~ Products, 


Inc. without blocking. .ippronmately 25,000 .American ci tizens had a stock 


interest in Sterling Products; the foreign ownership Was amsll. HOwever, 


from 1920 until"l941. Sterling Products, ·Inc. ha.ve very close commercial 


tie. with I. G. 7arben1ndustrie•. !here Was considerable exchange of 


personnel and information. In 1923 Ster1iragProducts. Inc. and I. G. 


J'arbeDindustr.ie entered into a cartel agreer.lent which apli t the drug market~ 


of the world between them. 
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!he officers and directors. of Sterling Products, Inc. coopereted 

• with the Tre!".su.r:-r, and wi th oth$r intere! ted government agenci es, such as 

Justice and State, 1n remOving undesirable personnel and breaking un­

4e.ireble ties. Bepresentati~es of the Government consulted with officers 


of' Sterling Prol.b:tcts•. Inc ... ·studied the Sterling situation for ~ months, 


and thereafter drew .up a set of eo-called representatives which Sterling 

.• I 

then submitted to the Government. !hese representatives provided for a i 
. , . . . . ! 

te~~tion of all contractual relationships with I. G. 7arben1ndultr1e, the 
. . 

abandomaent of trademarks with Ge~ connotation, .the eet!".b11ahJ3ents of 


n.., trader.l8l'k!. the reporti~ on 8l1·pers~nnel with an agreer.'lent. to dbmiss
. 
 . ·:.i 
.. personnel deemed undeairable by the Government, and an undertaking to 

co.te. actively with I. ·G. Farbenindus'trie and to !'!'port monthl~ all 
, . 

••..I

sales and the use of advertising media.· 

1After the reports ofpers~pnel vere submdtted, the Government 
.1 

.tudied the background of all executive personnel and technicel personnel. 
. I 
I 

42 of such persons vere recommended for in~ediete dismissal. Some technical I 

I 
personnel who had undesirable background, who Were deemed ind1apene1ble, vere .1 

I 

·1 

retained temporaril~; they vere cU.smia.ea a8 au1table ~~cce.sorB were 00. 

. tuned for them. !he president and the chairman of the bo£!%" d of the c021l0ration 

were among the first diandaled and the !reF. au.ry, tOlether with other. 

interested agencies partiCipated in the .election of their BUCceasors and 

of all other persoJme1 in iJqpOrte.nt executive poats. 

(f) CgntlRCent 'Jeating .Ae;gUnt 

• It became clear to certunofficla1.s ot' the Control tbe.t it 

would not &1v"". ~ to the natione.l interest ·to deprive canerally 
. . .' . 

l1cen.ad na~10na1s of W ••tatua if thq had violated 1kecutive Order Bo. 8389. 

- as amended. At 18&8t. it vas clear 'that the 'benefits to 'be derived from such 
I 
i 

, 
I 

I 
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action vould not be commensurate with ,theprobl.ema creat ed thereby for the . , 	 . 
• ·Control. 

In 'ftCh cases, 'Which actually vere few in DtIlIber, the technique 

'of the 'ADntingent TeBtiD4: acCO'lD1t" vas appll·ed. lIlach offender aub,1ect .to 

the treatment vas required to depoli t a certain II1Dl of IDOne;y in cash and .. I
I 

1Iovermaent bods, other than val' _nAgs 'bonds, to 'be agreed upon by the 

beUUl"T and :the penon concerned, Vith the7ederal. lleee",e lJank ae fiscal 

egentof the UnitedStatea. !be tuD4 vaa eubject to the follOWing terms . 
. "&D.I! conditions: (1) DO part of the fu.D.ds depo8ited ver~ IlUbject to release' 

4u.riD4:the continuance of the var and for aix months attlr the terminA.tion of 

the Var or except u;p<ln a licenle i88U.ed by' the ~reasury Department vhich 

refer:-ed to 8U.ch contingent Testing acccm.nt; and (2) if the Treasury Depart­

ment should find, after not'ice and opportunity for hearing, thF.t the depoBi tor 

en.gP..ced in a transaction in 'riole.tion of Executive Order 50. 8389, a8 amended., 

or the rules, regulations or general rulings promulgated thereunder, or 

'otherwise p~hibited pur~t to Section S(b) of the !radingvith the ene~ 
. ! 

.Act of 1917, aa amended, athce the opening of th1a account. the SecrE'tr~ at 

·the !ree.sur.''' -.v, inblB diecretion, Test the account or 8J':Q"portion thereof 

uder Section S(b) of the !ra41Ag with the enem;, .Act of 1917, as-'amended,. 

1nthe ma.nner proTi.ded in kecutive Order 50. 9193. 

4. Cpllation ,-pi! '0,. 0: I1D'pci4 IAt.l11genQ' . 


- ;..~. (a.) Bcla.tion to Quiee of CeAlor.h1» 


• 	
, , 

• :It. 
. ..

,(1) 	. :lta.ckcrqppd . ,_ 

, !he II'\1ccee. 1n ,the enforcement of the treedAg cont rol vaa 
~ .,: 

1a laree put 4ue to the o1ose relationehip vhich mated 'between the . _.' '. . '. 
~ ,'. : ..: 

otfic~' ot CeD.8~rs}d:p and 70rei'. JlaiDde Oontrol.' 
. ' .. , 
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'Ir::reign Funds Control from its inceJlticn worked closely with 

• the Brit1shMinistry a! finance. Immediately upon'its estr-blhhment 

it establl shed a close liaison wi th the Bri t1 sh ),.1,ni stry 'of Ftance and. 

in turn. gained experience of the British Ministry of J1nance cooperation 

in censorship. hom trie relntionship it became apparent that the 

Bri tiah 'economic warfare operations ve!"e largely improved as a result 

of a close-knit arrnagement between British Censorship and the British 

Ministr,r ofJllD&D.Ce. The Bri tiBhh2.d recognized, ~p..t an examination 

of me.11 was importp..ut not only, to detect mili te.ry espiol'la€e but to. 
provide in:fol"l'J1f'tion necessarz.· to an ~ffect1ve fina."lcie.lanC'_ economc 

bloekade against the ene~v. They recognized that the Axis powe!"B used 

the mails and cables as a means of transmitting strategic economic end 

financial i~o~~tion. In fact, the British had found d~inr, t~e warly 

,stages of Wo:-ldWar II tb..:~ t considerably more thell on~hclf of the mo!"e 

Valuable in1'orm~tion derived from censorship rel~ted to econom~c war­

fare or :fine..'lclel pressure; less thF.n one-'qtLarter to 'securi t;-.,II or 

police aatters; en~ a?proximP-tely 10 percent consisted of inforMRtion 

value,ble to navel or mill te.ry serviceB. 

Ini tie.lly, before ve were in the war, and thus before "'e had . 

our own censorship controls, the British furnished Foreign Funds Control 

Vith despatches of excerpts of the mail they cenlored which might be 

of use to our operations. In this v~, from the very early da.V8 of 

'Icreign J'ands Control, it Vall cea.red to make complete use of censorship 

• facilities for providing vellL~ble information and for policing economic 

and financial regulatiol'l8 of this Oover.z:lJlent. 
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Witb the entl'1 of the tJD.i ted States into the war Tree sU17 

vas lmriiediatell conlUlted in prelil1iD.8l'1 discussions rele.tin, to a 
.e· I 

proposed bill to establish the Office of Cenlorship. When the Office I 
I. 

of CenlorBh1p Wal eatablishe4 the frea8U17 Wal reprelented on the 

censorahip policy board. ID1tiallY. the Cenlorahip operations of this 

Govel'Dllent Yere under the wpemaion of the.Arm:! and Ba.Ty' - the POltal. 

operations being in charge of the ~: the telecommunicptions in charge 
. ." . 

of t~e Bavy. However, it 100D became apparent tlu:.t if the economic and 

fiJ'WlCial information &8 refleeted in the _111 an4 ce.bles was to be 

used for the areatest 'benefit of thil Government it ehould be handled .\ 

~ persons familiar with those fields. 

(ii) JUpetion of Censorship RelAtions Section. 

Ee:r11 in the spring of 1942. UDder the encouragement of the 

!reasur,y ~epartment. a finance" division W&8 eatablished in the Office of 

Censorship devoted to the examination of mails dealing with financial 

and economic warfare problems. Jepreaentetives of ~orei,n FUnds Control 

were placed in the most important postal ceAllorship Ita\ionB; Ilew Torle, 
. . . 

Miami', )few Orleans, and San Antonio, to guide the Cenaorahip uaminera 

in the selection of materiall Which would be useful for the economtc 

Varfare interests of this Government. At the eame ti~e, a section Was . . . . ~ 

let u;p Y1thin the :lnfar cement Divilion of J'oreign J'i:mde Control which 

Vaa p.r1~.c~r,e4 With work:1ng out a clole coordination 'between 

)IoreleD ~ds·Contro1 and Cenlorahip'l fiD8Jlce 41",1,ioD. • . . . 

• lpee1f1call7. the Io-called Cenaorahip !elat10na Section in 

~he :lnfarcement Diviaion Vaa ·charged With the regponl1bil1ty of (1) main­

ta1ning 11a·080n w1th the Offlce of Cenlorship on all J'orelgn Jlun.ds Control 
. . , . 

I' 
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problems. (2) asshting in· the formulation of instructions relative 

• to the handling b;r the Office of Censorship of certein wes of col'!l1:Jllnica.­

tions of a financial o~ commercial nature; (3) adv1s1n~ the Office of 

• 


CenBorship as to the t;rpe of information desired b:.T Foreign Funds Control 

to assist in peltorming its functions; (4) adviBine the Office of Censor­

ah1p as to the 41apollition of specific intercepted commu.nieetiona of a 

tinanciel or commercial nature; (5) expldn1ng end interpretting to the 

Office of Censorship the policies and·regu!ations of Jbreign Punds 
~ . 

Control; and. (6) aBshtine in the fomule.tion o'!' the policy of Foreign.. . 

In actual operation, the Censorship Relations Spetion earriedout 
I 

the following as a complement t·o the enforcement operet::'ons o! the freeling i 
. I 

I 

Control. It made available to Foreign JUndE Control personnel allpertineriti 

lnfor.oetion on'file at the Office of Censorship either by arranging for 

the inspection of censors~~p files or b.r obtain1n~ copies of the desired 
. 

infoTrlP.t1on. On some occasions the. Censorship llelations Seetion even 

acted vi t.l). reS?8ct to com:cm.nieations vhieh there vas reason to belleve 

vould pass thrOU&h Censorship c!wlnels. Jbr exar.:tple. in the eO'll'Be of an 

lnteatigation 'byJ'oreip h.a48 Control it 'Vas learned that two l.P. tters 

vere to be Bent trom 110 to JJew York. Censorship 'vns ~vised to 'be 

on the vatch tor them. Within .everal ~VB thereafter the Control Vaa 
. . 

aIlvi.ed that one of the, letter. vas being held b7 the ITrtn1daA oensorship 

.tation (3rtuah) aDd -the other. bT theJaami cenBorahip .te.tlon (.Amp.rican).· 

i 
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