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l‘he Censors‘“ip functions of the Control involved, furthermore, |

* i

the est: blishment with Censorship of programs by which Forelgn Funés

C_ontrol policy was ez;i’orced_ or confcrolled. The poesel comunicatiogs
vere referred directly to Foreign Funds Conirol for rgcomended treat-
nent', \rh.i1§ aétién on ce;'ﬁles to ‘be t&‘{an 'bv‘Cansoréhip vasg reboﬁmenéed
by a menmber of the Censorship Rels tione Sectim V;o spent part of esch
d&v*conmﬂting with ceble censarship of ficers. Commnications which
a.ffected financial or commercial tra.nae.ctions. communice.tions containing :
powers of attorney or other in&tmctions or authorizations to dispose
‘of these, commnic- tions containing remittances, communicatione con- |
talning i#fom&ﬁon which gerved az a basis of a subsequent trensaction .
are examples of the commnications which were hénd.led by Censorship .{n
cooperation with members of the steff of Foreign Funds Control to 1nsure
compliance with Foreign Punds COntrol ‘problenms. : [
A further example of the manner in which Censorship cooperzted »
with Foreign Funds Control in implementing its enforcement programs is "
evidenced ‘h;v;‘tﬁe manner in ?hich the Censorship facilities were used to
implement the controls policy with resvect to upecie.l"blocl:e& netionels,
a program whick will be descrided below. This speciel blocked national
concept, as will be Q.escribed more fully below, was a middle of the o
course #ction between proclaim 1ist:lng a *berson and ad hoc bloc\dng' cﬁch
‘person. A mumber of persone vere made aaeé:lal blocked nationals and
Oensorship agreed to perfern the following in view of the facilitiea

1

ava.ilahle to them. (1) All special ‘blocked netionels vore placed on |

the Gensorship vetch 11st: (2) 1ncoming comercial comnmications in which
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special blocked netionele had an interest were paseed 'buf sub-

missions were made for the benefit of the '.‘Jréasury; (3) ‘when checks -

in which such netionale had an interest were sent to thie countr,v t§ :
persons other then established benks the conmunications were "heléd e.nd l‘

referred". . The censor acted on 1nétructions from the Chief Postel (kaxzasof3

who' obtained thg recommendations of roi-gign Funde Control. (2) Outgoing

mil to speciel blocked nationale were returned to sender with advice thet
a special license was required. because of the interest of a apecial |

Plocked nationsl in such commnication. .

." The close cooperation betwsen "’reasurv?:he Office of Censor— - BE
ship was greatlv fecilit?ted by egreemente worxed out between the Office
_of Censorshi;p and Forelgn Mde Gontrol. The most 1mportant of these agree-
mente vas the one under which it ves agreed. thet in 1ts reguletions C—ensor—
ship would adopt Foreign Funds Control definitions of "enery netionsl" and
Yenemy territory". Originally, the enforcement of Section 3(c) of the .
Treding with the enemy Act, releting to trade and cormmnications, was
reposed in the Secretary of the Tressury pursuant to Executive Order 2729
of October 12, 1917. On December 11, 1941, T. D, Begulation 50525 was ‘ 4
issued dealing vith controls relet 1ng to the bringing into or texing out :
of the United Stctes letters and othe:; tangitle forms of comrmunicetions
outside the malle. Under these regzilations persox&s erriving in the 'Uniteﬂ.i
States from any foreign gountr’y or departingvfroﬁ the United States for j
any foreign caantry were required to declare to Customs any letter or -
other tangitle coﬂﬁunigation_carriad on his person or in his baggrge.

Provisipn was mede for the issuamce of licenses by Customs for taking or

- 9 -
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 the enemy Act. On December 24, 1941, with the approval of the President,

"to send, teke or transmit out of the United States, en® to issue

sending of any letter or other tangible form qf comrmnicetion dherwise
than in the regular course of mail provided such letter, etc. was not
intended for or to be delivered to an ¥onemy or ally of our anerW“
‘J'.‘.D. 50525 was amended by I‘.D. 50529 on Decemdber 15, 1941 to provide
that wherever "an e;memy or ally of an enery® were used thev shall meen

Yenemy" or "ally of enemy” as defined in Section 2 of the Treding with

‘the'Secret:ry iamed T.D. 5053_6 whereby he designeted the Oﬁ‘ice of

Censorship to a.ét ag the agency 'of the'Secretery of the Trersury
to.ad.minist_er the euthority veste@ 1n§ thé Secretcory 'by ﬁecutive Order ;
No. 2725~-A, relative to the sending, teking or tranemitting or attempting» v
licenses and exerptions aé the sald Office mey from timev to time Preacrﬂ‘:é,{‘
to send; tele or t‘razismit oﬁt of’ the Un;fced Stetes any form of communicatio%n
intended for or to be delivered directly or indirectly, to an enemﬁr or

elly of enem:f.. By the seme T.D. the Bureau of Oustoms was desizna;ed'to
administer and issue licenses (except licenses to gend, teke or trensmit .|
comnunicetions intended for or to de delivered t‘o an enery or ally of _
enemy) in respect to the e.nthority}veate& in the Secretery of the !;aasufy
under Executive Ordgr Ho. 2722A relative to the taking outv of or‘ bringing (
into the United States of any letters or other writing or tengible form |
of commnicetion except in the reguler course of thé mails, Thus, .
orlginaily the control over communicztions was divided betwéen Custons

Bureau of the Treasurg Depe.rtnent and the Office of Censorship.

. a i
H

. R . .

- - N

331578


http:te.ld.ng

*

This close cooperetion and coordination of activities be—

tween Foreign Funde Control and the Office of Censorship is reflected

in the issuance by the Office of Censorship of Comrmunicetions Ruling No. 1
which incorporated the definition of enemy as set forth by Foreign
Funds Control in ’1ta General Ruling No. 11, In fact, Qommmic::tions
Ruling Fo. 1 fraa issued simlta.neousiyf with the Tremsury's issuing
Gen'erei Riling Fo. 11. 3Before discusain‘gA the {mplicetions of ﬁcrﬁmnic& :
tione Ruling Fo. 1 and its relationahip’ to Generel Ruling Fo. 11 it might

be well to focus at this point on a discussion of Gene:jel Buling ¥o, 11 |

I

t

end its implications.
- At ‘the outset, 1t is 1mpor':ant to refer to an ecrlier discussip’né
on the reletionship between Section 5(b) of the Trzding with the enemy -
Act and Section S(aj of the seme act.> It was pointed out et thet time
that Section 3(a) of the .!:‘adingq with the enemy Act ceme into effect with |
the declarction of war and t}mt‘.~ to a substantiel extent the orovisions of
Section 3(e) oyerle.p the provisicne of Section 5(b) in the freezing controltf‘.
To avoid interference by'haﬁng 2 dual 1icénsing eystem & gencrel 11cen§e
wes lssued by the President under Section 3(a) which provided thet if a
tran_saction vac licensed under Executive Order 8389 that it also con- .
 stituted a license under Section'S(a). It will be further recalled thet
Section 3(<a) of thé Treding with 1;.he enemy Act defined the term Yenemy"
in some respects too brbadly and in other reepects too nerrovlr. To
meet the objection that Section 3(a) was §o§ breed, General I.iéenee 53

was issued cerving out the e;roupi uf'peraons in Letin Americe with whom

" persons in the United Stetes could trade. On the other hz.i;d. Section 3(a) _ '

=99 . .
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was too limited in thet 4t did not cover persons on the Proclaimed

List who this Government considered to be enemies. Accardingly,

Generel Buling Ko. 11 wes issued in part to meet this letter o’bjective. . ;
It modi"ied the old Section 3(a) restrictions ageinst trade end |
commmicationq under wertime ccnditions by subatitut:lng the new conéept
'eﬁemy na.tio;za.l' for the old concept Yenemy" and “ali;v of enemr®. The
tern "enemy national® as gleﬁned in t:is new general ruling included
persbne; in (a) ¥ enemy territory"; {b) persons whose namee avpear ox;
“the Pfoclaime;l List or any pgréqns acting for such persons on the'Prc— :
claimed List; and (c) represantativeq or a.genté of the Governments of ‘
Germeny, Italy, Japen, H::ngaxv;'Bulg;ria and Roumar;ié., whether situcted
within or Vvithout ene;n:f territorv. | ’
At the time Genersl Buling No. 1l wes ‘oeiné drafted it was -
recognized that although Section 3(a) of the E;rc-.ding with the enemy Act
déalt with tréé.ing with the enemy and should be considered in connection
with the drafting of Generel Ruliﬂg No. 11 considerztion sho'ld also 'Se
given to Section 3(c) of the Trading with the enemy Act which deelt with
commnicetions with the en.emy end among other" things n-2e 1t & crime for
anyone to send cormmunicotions to any enemyv es defined in the Act or even '
to drop in the mail;box any such letter without a license. To meet fh;a
provision the Office of Censorship accordingly would have had to set. - !
-up & licensing procedure so that i:eraons might apply to' me.il e letter,
This vould have had the offect of ast»blishing a second licensing svatem
| for communicetions baso& on the concept of enemy ms defined in Section 3(c) |
o

gnd. wvhich vcu}.d have been inconsistent _vith the definition of enemy which ';

i

=100 - : o
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vas modified by Forzign Punds Control in Generel Rling Wo. 1l. It

was the Trescsury view thet this reealt ghould be avoiced end thet 8o .

fer ag corme.?;;:ial communicrtions vere 'conéerneé the:‘é should be &n
integratiocn of Censcrsaip pi’obléms with tie fr.eezing'cont:"ol orotlems
ené thet whet wes regeréed as ‘e:er.?zar fo:p p‘umoses‘ of trede shouléd also' | *
be regsrded as enem;;; for purposes of meil. Accordinglyr, Gor.mnications'.
Ruling No. 1 wes igeaed ‘b:.* the Office of Censorsalp simulteneouely |

~ with the Tressury's iss:ence of Géz;eral Ruling ?;9.. li end incorporsted - |
the terms and definitions th~t Trezsury had formuleted in General I

, &.ﬁing ¥o. 11 for Feneryr®, "natio:a.l”_ and "enemy territory%. This is | '
the most strilking example of thre synéﬁronizati_on of actions betveen

Censorship and Foreiga Funds Control.

*

..
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Al () Hondling Censorsidp Intercents, etc. ~ The Flexoline

krlv in the war it became a;bparent that an adeguate exforcenment

A}

Pprogranm required full utilization 0f all the inforaertion evailetle to .the
Control with respect to persons and enterprises. It will be rece.lieé. thet i
the Control was continuoualv serviced by all the Dep?rtments of this Govem-_
ment and bv the ‘.Britiah Government with various types of 1momatian \dth
respect to persons who might come within the juris:’.iction of tre Gnntrol. |
. Bu‘wsequentl » 88 the relatibnship between the O:f“‘ice of Ce‘.sora’ﬂ.in ‘
a.né. Foreign Punds Con.,rol vere coo*d.nateu, the tho- prnde of censorship
| intercepts referr=t to the Control prov‘o.ed vrl*..a‘ale firrrneirl intellizence. .
Adequate use of this information required caref:l handling. Thus, to properly ‘

integrate these data with all other information Vbei:zg‘ received by the Control,

it esi-dlished thre flgxoline svsten whicz inclnded the names of all persons
- - and enterprises abg-;;t which the Control had information. Thus, tirough the | ’
Flexoline a ker was provided wheredb;: the Vinfamation collected with resnect '
to these perso_ns'a.n.d enterprises from the many sources could be fully ﬁtilized. |
Before action was taken on any applicetion, for example, the Flexoline was
chec@ea to determine whetler thgro was any infomatlon in the files pe*ta.ining
to any person namef in the applicetion. Relevant Jinfomation was ettached
to the applicat* oL and was automatica;lﬂ; referred with the applicetion to the :

reviever who could act on the apalication vith full imovledge of 9.11 releva.nt

fects ava...lable to tl:e Gontrcl.

'(c) Diplopatic Pouch

- The Control ca.nva.ssed vith the Depart'nent of Sthte ent the O£fice

of Censorship the problems created in vartime 'b" the existence of t‘*e diplom.tic

powch, The Coatrcl'a 1nterest in the sub"ect wes ex:T esse" and illustrated

Coams 331582
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ty the citztion of certain ceses in which the Frenck hed used the pouch to

convey comnercial and strategic inforﬁation into &nd out of tte TUnliel Stetes
without benefit of censorship. Exa~ples were éi*en showing how tlhe pouch.
hzf been used to evale the curfeacy ﬁontfol.

Despite general agreemeﬁt thet such etuses should be termincted,
the StateADeparifent mairzteined the uncopromising poéition thrt the
inviolébility £ the diplomatic pouct mus* be secured 24 £il coei. The
assertgdly‘inestimabla value of burAQerne pouch wee 80 great, thgy irsisted,

~thet it wee imperative thet no action be Eak n o thié go#er:ment vhich
misht invite reigliatory measﬁrgs a;:isgt ouf pouct. Althoush the Var
Departmeht géreed with i-e T:easury view the Jolint Chiefs of Sieff felt

i thet notaing coald be dche to affect the handling of the pouck at this tire.

5., Ligensins Ope-ctions

It has elrendy been inficcted thot the licensinz operetions of the Coatrol
wes - the besic enforcement technlquer of tie Control. It was the Cirect operation

through widch the changing otjectives of the Control were implencritel. It will be

331583
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recelled that when the Control, for example, had as its primary objective the

‘prctection of the assets 6f the over-run countries, apnlicetions for licenses
_could be pnd were treated on a geographic basis since the status of the area and

‘ the'protection of its useta were of pﬁmry 'import. In contr‘ast. when the whole

world va.e frozen 1n June, 1541, and vb.en the o‘bjectivas of the Control changeﬁ
from ‘benevolent pmtection to aggressive and poaitive economic and ﬁnancia.l var-

fare the mplications for licenses vere eveluated. in the light of 'till a perti-

'ci:lar application, if granted, hurt the enmy u' much as" possidble and help our

friends." Consideration was thus given to the type of tranar_ction involved and
conseguences of approval a.nd denial thereof. Accor&ingly. at this time, and for

1 period of elmost a yeer and a half during the war the Licenaing Divieion wes set

up on & type of transzction basie and programs of economic warfare were implemented

through licensing policies ms applied to various types of transactions involving

such things gs trade, security imports, currency imports, business enterprises,

etc. Sudbseguently, .when.\ie begen to occupy former enemy controlled erers, speclel

consideration was given 'to apnlicetions involving these specific areas. Thusy a
speciel section was established early in 1543, to handle appiications 1nvolv1ng
liberated é.reas_. \fhere consideration to epplicetions waes made in terms of the
financial, political and economic elements in the area. v
Initially, it will be reesalled, the G;:ntrol developed policy on the.

basis of 4its action on 1nd1vid.ua1 applicationa.‘ In other words policies were

) denloped incidental to the 11cenuing problena presented to the Control in the

form otapplications, By the time Decgm’oer, 1941, arrived ve .vere in & position of

heving antic_ipatgd prograns and policies, and contimued to do so during the entire

war pericd. 4s s result;, licensing operations became the technique through which

.- 102 -
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thiese prosrans and policier were imPleﬁﬁﬂt9¢-
() Devel
(1) Decraique of tlanget licenges.

It hes elreedy beer inficctel thrt contipuous efforts were

é b the Cantrol ic CL“?e out aras wifch Ci€ not requiire specific licenses
. ard
ené thus alleviate adririetrative ‘burden on the Coatrol/et the senme tire

»facilitate hq::e‘ i i-ess»ope“a. sne, In thi; coznacticn the technigue of ;
the general lice-s*'; sreten e ot stonding. However, anot;er eBpect of the .
licens*“n aVSueM viich ceservee commient end cczetiiuted £ souad siep in : i
redreizy ectian on specific licenses 15 tre blerizet licensizo technigue.

‘Dhe procedure in 1ssins tlese licenses Wee tlie Baue for
issiaz epeclific licenees for Individucsl t””’S’Ct:?“S. Treyr cols eith- o

-

Te initietel in Weelinstern oo T the Felergl Reserve Scnte, denendéir upon

the tyve of proxlex Ilaovelvel., Ths tlenlet licencs guthoriz<l a sories ¢f

2 - PRI . | - - ] P P 2 S S Y I Q. PR 4
ione ovor & perisd ol tive or dn osziie crses witioot limitrition

as tc tia., Tuor, &e &voiiei thie nzogeeid of neTn ap,iica:ts Tile anl
the Oonirsl couslier & large aumter of “UliCﬁi;Zﬁ Tor intividunl traos-
ectizne of g eimilar medure.  Ar examle cf 16 uge of the Tlenmt iicense
tecinligue was en suisorizatici for benite or worelieuses Lo jar‘atcraJs coories
Witk ressesct Vo goolds held i“ t:is countr- end owﬁéd T blocrel zevi nalg.

As a res:lt, a numher of tlaniket licezses Wérc issuel ‘o tie pr acipzl-ba;k

¥ao heldé lerze ensunte of nuch‘vooés for account of.iloczed rrilcazl e 1£507eTs

-

in forei;n coun»:iea aai to va*eho sement, w»o held euch gocole, autiorizicy

he chergics of she account of the owzer for the norael storoge cherjec.

- Another example of the blanizet licerse was the one is-ued to the prireipel

Yew York baus in{resgact to cdlleétién o certein t;:es of cozp.as, & tpe

331585
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for wihich we would hove asztnorized collectinn A individumel eppliecntions

-
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Stiil h“ataer exarple ¢f this t;me of lice“s-;f wes develow

leter ir toe Coatrol end were issied 4o certaln tloczed enterorises in iiis

couniry ens: ,-ng‘in foreipn 4r:de. Ian tie initlzl perio & very -igid centrol |
i

WES exbrc‘se& ovrer guch traae rec iring the : ;ocued exterprises lere to ‘*1e '

- |

,1nd‘vic"“" a;plicatio:s. .Initially; ~ig enablald B ~e Consrol to 1ns‘°c+ azt ‘w

gerutinize ench transsciicn eni to otizin some Imovlelne of the xype of Tusiness !

- ) . - ) ) ;

: teius effectel; ihe t"*e o‘ neonle menezing the opercilon end wietizr tha :
" i

' i

trode was weelul, bezeficlal and unc;;ec vionrtle f or our polint of view, !

. . . 1

Aftor g oezbstontied periol of ezv::ience i* woe desermized tinet thicee tloczed

externorises with wiiom we Led ol goisuoaticl -experience ani vwienm we vere !

confident woult malinicin en eleorates standaxd of condumet iz theair tredin

§ie

operztisns wiil forelgz countrise could operate unfer plenel llce_sea.

In Herern, 1343, a stzir of cn*iéeduﬂul cogoente znd licenscs

1gsued pars.ant to epecific epnlicesions was mele with £ view towerds iesiiig f

" » e dd Ty

to Comeztic ue::s gnf ranzin~ inetitati

(7

46 Tlemzet liceugszs avilorizial

TV -k

the effecting of perticlear types of trensrcetios in those inctznces 1o wiieh

tie tanize or bemizing instituilions led a sufficient volume of suckh troes of
tr'"s4cuzc4s to warrent the issuance of tlaninet licezpss, Incicent to tiis

Progres ant after stul-ing evoroximately 500 confidential documest,~120

s Tt e

-+ otsolete Cocunents were revoked. €1 new documents wers iss:ea adc 32 dOC*Ho 48

were erenied. Blantet licenses we—e iseued covering 53 Eifferent caveu».zes

of trausac*io“ .

As e res:it of tae iasuance of these blonrst licenses tae nuither

of enplicetions filel wit: tkhe Few 70*& Fede*al Zeserve 2ex: elone Ceclimel from

N I Ve 331586
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110,855 in Mzsch 1343 to 6,746 in Noveuter, & Teduciiin of 4,105 evecific apuli-

-
CEVLTNE,

(41) Othzx Mechr niques.

- Impleneniziion tgrcn;% the licensinz technleue toniz vrolous
forms. 'J.‘o esfect sonre pglicies & c‘.éla.;.'ir.,; ecticn wes teizen on epnlicetizre,
I‘o:j ezen wle, 1o implementing the currency conirol prosren we delered actlion
on meny currwﬁy izport empliczticns, Pirst, a;:pliéations vere perniited
to a.ccﬁmlate; trern ecticn was t_.a.‘:e:: .'hici'. Yet :ie#t::_er effirmetive o neznzive.

“Hevw a;;piic::tiona were filei, ﬁscﬁss‘eﬁ, etc., mtil the ulti—ate affirxtive ,
or ne;;ati\'e' actio: could te de erred for 'qar:' :zort“s.

Of course, “the strzl ht deniel acticn on epilicotions wes tol :,n.
For exa—pls, this was tie policyr followed in the securit;” prozrsm whenihe.
enenlnert $0 General License Noa 2P wes issued which proviie& thet no coupoa,
17 cetcched Sron the relative'bonds,.coulé e collectel uncer Generz) License
¥o, 23, By Cireclor To. BA the Feieral "P.essrveA Zan'te were eivicel to leny
gpecific apolice icn.s for lice:.s%es to. coll-sct BUC . COuUDORE uwnlegs the coupons

hel come from & countyy wilech hzl troiten 0fF releiions with t ¢ Ane., The
- erne technigue wee used in comnectior with trensfers betvecn acceunts and

sum-e.ccow.,s in tnn seze nates. Congictent cCeniel rcti-n was telren on gpili-

cetions for speocific licenses Jor treanscctiione of thrst kind in resnect to

* .

tke four neutrzls. On the other hand, wher we receivec’. an evrlicztion wiich
. reguested a transfer ‘beﬁ«'een an eccoun‘ eni. e s :--accounu in the neme of a

Chirese benxz, for insiance, the trenecction wes licernsed.

The licensinz tecinigue wee used to aseiet 4in gecurins cormlience

£

N

) | I 1

331387

with tze freezing cortrol. The granting of & witkholling arprovel 6F applicr tion,’
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actions were .applied to firma about vhoce trm'-ct* one/'we ¢ in d.oubt about

' ~w3r..cu we vere nndecided as to t eir bene'icial e’fect or wiere the firms
- 8id no.' act in a manner coneidered in the 'beet 1ntere=t of t_.:.s countrr. Se.b— ;

licensin_ action was only taken a...ter close colla‘boration with the Lagzal and.

i T

Enforcement Divisions. IR -;": : | o

(v) mmn_nuxmm__mm

(0 W_@wmmm |

. An mzxple of hcw licensing operadons ef ‘ec‘t.ivel}' asa‘isted’_inv

' ce.rr*inr out e polic" d.ecision bv the Gontrol is widenced ir the way we .

treated applications involv‘ng the uale of Americts_; cor_por'tiuns in European :’ ’

neutrals. The pro‘clem ves ce:rvasaad of permitt*ng the sale of interests in i

corporstions organizeﬁ under xhe laxs oi‘ Europes.n neutral cmmt ries. It ves _

. de.e"mined the! our gene*al policy in ramect to suc“ szler voulc. he to : ’

., aprrove in those ix}g ua_,nces \mere the holéings represented an ins*gni.‘:cant’
;iortion of the' caéitalization and were ‘held for sﬁeculs.tive or -investment

Purposes, - Cases mvolvin;, substaztial or cmtrclline 1nt~reat would dbe

denied. Yith ‘regard to the latter, our position was thet 1) we did not vizh
to encourage the sale of Ame*icen interesis abroa.d at waat were likely to
be knock-8own prices; (2) we aid oot wiek to ralease Americen contzol (and | L
_ the control of this Government) over these corpcrations ané therebv placq

thenm in the 'pauitien where they might have operate& outeide the scope 04’ our \‘ 1
i‘rad.ing with the &mmy rentric’cions t.o the benefit o.f thn enex:y country, and . l
(8) we 8i¢ not wigh to plsce theoe oor,porationn in a’ositicn ‘where t‘*ev c&;ld“ ’

have been purchased vi.th looted A‘:is auots and. uloa. to :h.rther .ins econonic o

pene trati on.



http:inBii;nif:'ca.nt
http:U!l.f.er
http:u.rope.en
http:C01J.D.tr

" these children,

... (41) Relief Program
The extent to which Foreign Funds Control, first alore and |

then as & complement to the War Rei‘ugee Board, adopted a pésitivg program
_o{ licensing t-o effect 'an. objective is repréaentod by our opefaticns in |
-comzectioniith the relief of refugees from ﬁazi agg'essionQ

.. The first attempt to resolve the problem of estab]ishing a
licensing policy with respect to ret ttances to non-eneny areas for the -
pﬁrpose of providing funds fér getﬁpg persons out of anemy or enemy occupied
areas ﬁas made in the latter part of 1942, 'ﬂaeréa.f’ter, we aporoved appli~-
cations for licenses to effect remit‘r;ance; in reasonablé amounts to neutral :

areas on hehalf of prospective emlyrante ::o:n enemy territory. lLicenses so -

‘issued did not include a walver of Genersl Ruling No. 11 and therefore could

not be construed as authorizing any transaction :i.nvolv_ing direct or 1ndirect‘
trade or communication with enerty territory. Comaunications with peerﬁs in’
non-enery terriﬁorg{ relating to s uch renittances which did not‘ ir themselves
constitute & transaction did not reguire a Treasury license,

Dm:ing 1643, we were receiving reports of tce character of the

~ Geruan trectment of refugees, particularly Jews, throughout t4e areas under . .

their control. In August, 1943, for example, we had received cables frenm
Bern inal cating the despe:éba plight of Jewiafz children in France: apprcid-’

mately 4,000 children mnginé from 2 to 14 years of age were teken from their

parente in France and deported to undisclosed destinations in windowless box
cars, without food or water, it was understood that approximately one-half '

- of these children were then in the Ttalien occupled part ¢f Southern France

e.né ‘that local financial means were inadecuate to properly take care of
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. inenenw temtory. . :

. enemy territory throuzh underground channels and which had been successful
and appeared to be conscious of the necoasity of not pemitting operat.ions

- United States vhich had the racilities md cortacts for operat‘.ng in enexy o ;:f;

'.to be able to pem:!.t oortain well definod mupa to conduct limited troes
: -of relier operotiona 1n onw torriﬁory cubjoct to appropriate aaroguards

-

It aopea.rod that a paramount rostriction upon operations to

provide financial nea.ns, etc. » for these childrer arose from the lhitations

- upon t-he ability of relim organiz.ations to obtain working ﬁmos in the |
"mas., Ons of these lim:!.tationz resulted from the goverment's bianket prohibi-

tion of fina.ncial tra.nsactions 1nvo1ving trade or conmunication with persons

" In view of the broad hmnitarian considerations involved at that
t.'me we reuoxamined our genoral trading with t.be enemy poliov in order
detemine vhether and 'to what extent exceptions could be made to pen:.it

: R B R
R e e e

operations designed t-o bring relief to particularly oppressed groups in enenw l
terri'bory. ~'me 1mport-a.nt considerations appeared to be the following: (a) h
there were a number of organizations not subject to our ,jurisdiction based

in England or neut.ral Buropean countries which were conducting operations in

in financing such operations without benefit to the enemy. Such groups

generally operated under the closs supervision of one of the United Nations

which vould benefit the enenw. (b) mere were certa.in orgarizations in the

[ERE SRR A L S TS

territory and uhich oould conduct succeasful relief oparatiooa within such
torritory timout benotit to the enexw ir authorized to do so. (c) We had A
suffics ent experianco in adniniatering our Trading with the Eno:x;y Controls

o...

dosignod to pmmtbenoﬁt to the amwy without Jeopardizing our bas.tc

‘331590
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L demonsorate that it had facilities and contacts to operate in enemy tfrritory,

position with respeét to trade or corrmunication with eremy territory.
(d) Iﬁ view of thé policy of the enemy to anﬁihilatg certain minority
groups either by slaﬁ**ater or starvation, 'operat!.ons to ‘bri‘ng relief to such
groups wc_ld have the ei'fect of benefitting the Axis and furthering a
fundamental objective of the United Nations.

In the light of these considerations it was then believed that the
kea..nry should pemit certain maponsible groups to enter into arrangements to
bring somé relief to g'ouns in-anemy territory subject to the following safe~ | '

guaras. (ad relief organization was required to be responsible and able to r

(b) organization was required to conduvct its operatiogs in such a manner as
to insure that no foreign exchange or cther substantial benefit would accrué
‘to the enexmy; (c) ihe entire opération wae placed under the ecrutinﬁy‘of our 1
}ﬁ.séic;n in an apbropria‘ﬁe‘neutral country; and (d) a.njv local currency or .
credits rejuired for svch progran. was requifed %0 be obtained from acceptable |
sources not connecf;ed with enemy interests, '
Initially, this licensing policy which was aporoved by the °ecretary
'was applied on a case by case basis to permit appropriate operations in
accordance with the above, Gradually, this licensing policy wag further ;
liberalized there it was found that such liberalization was the only means of :
saving the lives of the milliona of victims of Nazi persocution. j
I"oreigu Funds Control authorized the I.ega'don in Bern to issue to l
the 'ﬁorld Je*iah Congress a 11cenae pemitting that organization, nobdthstandin
 General “uling No. n, t comunicate with enemy territory and to engage in |
certain financial transactions provided local currency could be obtained i

t

under either of the following tvo methodst The first contemplated the purchase

331591




*  of currency or exchb.nge of the country in which the operations ave to be

effected from persons in Switzerland who are considered reasonably certein
to have held such currency or exchange since prior to the freezing of such

country by the United States, or to have since acjuired such currency or ex-

change in such mann'er.as may not have benefitied the enemy and reimbursement was,

aﬁthonéed in Swiss francs at the prevailing-unofficial rates of e:'.change in
Switzerland. The second method pemit‘bed the at:quisition of local currencies
or emhange from persons in enemy or enenw—occupied territories for which
reim‘mrse:nent was not to be made until after the war, Under this method

provis‘ionvwas made fqr the.establisment ?of blocked accounts, either on the A

 books of the operating organization or in a bank in the United States,

' Subseciﬁently, in January, the above license was émended to permit a
third method for acqriring local currencies to assist in the evacuation of
victims of Nazi aggression. The fhilrd method which might be rescrted to
nif the ﬁ.rst two were not feasible", pemﬁtted the scquisition of currency
or exchange from persons in enemy or enen&-occupied territory egainst payment
in free currency rates. This liberal feature was adopted after clearance
throughout the. interéa*oed #ffices of the' TreaSury and other Departrente of
the govenmnt.. At the sane time the license was issued providing for the |
third method,' the Presidert sigred an Executive Order establiazﬁ.ng the War
Refugee Board, which was given the responsibility for operations to assist
persons in occupied territories .‘..n imninent danwer of death. Close relation-
ship be*bween the har Refugee Boa.rd and "oreign Fmdc Cont.ml followe?d as &

_consequence of the complmnta:y nature of their nsponsibilities » and foreign

Funds Control ucanaed the ﬁnancial operations established by the aar Refugee

Board to further its program.

331392
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(411) Business Enterprises

'The licensing policy, with respect to firms doing business in the

- United States'xi‘n wnich there was a blcfcke’d interest, was at the outset a

" restrictive one, although every effort was mace not to interfere ﬁnduly with

their operations, At such time as a stud; was completed for a particular firrm,

the operating ncenae‘was' amended in acéordé.hcg with the type of :j.n_i‘qmaticn'
which was developed, These studies were very extaustive and frequently

served as the basié for vesfing by the Office of Aliern ¥ roperty. On the

other ﬁand; the studies alsov'prod\_:‘ced ini’omation Ashowing that ma.ny of the
firms were ls'atisfactorAy' and could be granted 'mox;e' 1liberal operating licenses,

'Tt‘xe liberalizing of our contrcls in this ‘xz'espect developed through v;exrious
stages and culminated with ouf gran’ting, with certain few exceptions; suéh

as holding com;fs.nies, to the satisfactory - i.e., non-enery - firms, a license
which, in efféct, reieaséd their assets frcm our centrols, leéving s blocked
only the ownership inierest in the firm or the zccounts whicﬁ were owned by
blocked nationais. ’01‘ course, this licersing policy served thé two-fold
purpose of permitting the blocked fims to operate freely and reduced the
administrative worlload to the extent that a very small numter of cases have

to te reviewed on a specific basis,

(1v) Ectates and Trusts | |
 The mumber of blocked trusts owning property in the United States
" was considerable, After a review was made of a number of the éases, it was

seen that a large number of the trusts were being administered by United

|

' States banks or trust companies. Since, in the final aralysis, the effectiveness

of our controls rested in no small ‘measure on the cooperation of the bznks and _
trust companies in blocking accounts and property, it was felt that where such

mwm- - 331593
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persons were actinz as trustees of a trust, we could issue a broad license
i‘ox_‘ the administration of the trust, #¢cordingly, General License Xo, 30
was issued wrich permitted banks and trust conparies inccrporated under the

laws of the United States or of any state, territory, or district of the

United States, or any private bank subject to supervision and examination

under the banking daws of the Uni ted AS'hafcs, acting as trustees of any trust
administered in the United States, to ef!ect all transactioné incident to the
adninistration of the trust except where a transection was to be effected on -

instructions of a blocked national. i should be noted tha.t the hcense only.

applied to existing tmst.s and it was not our policy to permit the establish-

ment of new trusts 2s it was known that trusts were a fovored device for con-

" cealing ownership of assets, While the license restricted the payment of |

distributive shares of prircipal or incoine to persons who were not blocked

nationals, we issued a rulin,é that sueh payments to blocked nationals could be'

made under the terns of Yeneral License No., 1., We srantec, on the basis of

special auplicatiors , the privileges of “ereral license No. 30 to those pre-

‘ i‘reezinb trusts w‘u* ch were not entitled to the Ganerz) License and whidch were

"being sa2 a,.sfactorily adninistered, The residue of cases which were kept on a

restrictive licensing tasis were very few,
As in the case of trusts, thc detemining factor in granting a broad

ncense for the administratim of estates, was the presence of a person whose

- responsibleness in connect‘lon with the administraﬁon would be unquestionalle,

of course, that pemn was the court. mcordingly, we 1ssued ueneral License
No. 3OA which permitted the complete ad:ni!ﬂatration of estates in which

there was a blocked in‘ﬁereat, and which .met one of three eonditiuns,. panely,

331594
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- that the decedent was not a nntional of a blocked coun‘tz-y at the time o
of his death* the decedent was only considered a blocked national by reason -

of hie employment :'.n 2 blocked co\mtry by the Uni*t.ed States chernment or the '
gross valm of the useta of the eata‘be in tbe Uniwd States did not exceed B ;

. 35,000. since, ‘hen a decedent died in an occupied country, ye could mot be - |
- eertain as to t.he circwtmcee surmunding hd.a death, we did not wish to !
| pemit any distribu'l:ion of such an estate. &:uver, we recognized tbat certa:ln L
. ]Jmifcd acte in the administraﬁon o.f such estates wnld have to be mz'txonzed ", f
' a.nd for this purpoae, parapaph (2) of General License No. 304 isa included. S ’
As the occupied conn‘tries were liberated end comrunications were i
reopensd, we nberalized our policy by granﬁ.ng, on a apecii‘ic 1icen3e basie,
the privileges of “en-r..l License No. 304 to estatea where t‘ne decedent was - '-_::,-,:'.‘_‘:

- a blocked naﬁonal but. a non-enenv. This change in policy‘ was, of course, |

based on the fact that documenta could be suhnitted in support of ownership
of property and in support of he‘rship when communications were resumed. With ,
the issuarce of Genéral I.icense Ho. 95, this policy was d.‘.sconﬁnued and the
epplicant was required to obta._n & certification RS provided for in the B
Genere.l License. o R S ,‘ , ' - B
(%) Creditors' Qlatms. | - : i

.It was weld krwwn that the Axis powers had been pursuing a policy {j‘

" .o.f lootzlng overrun oountries and by dureee and coersion obtaining domments
-7 pwporting to transfer rlghta to Iara:!.gn assets in tre United States.. 'ﬁtle“ l
was eecured 'by t.he enen;y 1n mm;y and different wm and the doc\ments created or :!

(aquired to give apparent 1ega1 validity to a:v transactlon were varied in

L0 ae

charac'her to ﬁt t-he peco.nar eimstnmes of ueh case. They inclnded t.rane-
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| fer and payﬁeni; orde:r;, drafte, ackmuledgement of indet;tednsss, assign-

' nenta and powers of attorney. It was mt poseible for the “Yontrol to

differentiate between those documnt.s voluntarily executed and those acquired

| by ths enemy's technique of taging war. . The diamption c¢f compunication

| facilitiee bafore the war and the ceasaﬁon 2f all forms of comunicat&on
thersaftzr made inveﬂtigation of the validity of the docments presented
v:‘.rtually impossible. Since the Cortrel could :!.n Lew cg.._ea be assured of
the pi;oper?y of the transfer it felt co;::pelled to keep all bloéked property

'i.imobﬂized until normal conditiors Were restored. 1t was recognized that the
policy » some instances required bona riae claimants to forego payment of

| their claims at t.his time, Howsver, the evils which were prevented by a

general imobilizaticn of these assets wag considered as clearlv onm&ghing
~ any limitations on bona fide t.ransactiors.

The preservation of blocked assets until the end of the war was

necessary in order to adequately protect American claimgnts; During the war .j
1t was impossible fo determine the full nature and extent of the losses which :

were suffered by this country and its citizens. 7To authorize the release of -

foreigr: funds in order to pa.y the claim of ohe creditor in the absence of
knowledge of the foreign debtor's financial condition or what that may be
might well turn out to be prejudicial to other Americans, BSane of the claims

4preaen‘bed arose in :l’oreign countries uhere the claimant then resided and there

'in the normal course the clain would have been paid‘ Obviously, the entqrce-~ '

ment of a few claims of this large class would give an qdvantage‘ over the
greater nmnber of equally merltorious clainms,
(vi) ormau Funds '

In the case of official funds, new prohlezns erose ae areas beceame.

l:lberat-ed. Sm of the occupied countrios had aubatanﬁal amounts of funds in

]
¢



this country to which the govermments-in-exile had access. In other cases

. spéciai‘arramements were reguired to be made for the protection of banks

 and depositories before represente,t-ivés of neily established goverrments could
be pef::'.tted to draw on govermnment funds in this country. In other co*é.ntriés,
. govemenie feie faced"with a shortage of assets needed for receseary operations.g
_ Threugh reﬁbeaentatives in North Africa and the licensing control |
over I"rench ﬁqu in this country, the Treasury Yepartrment was able to insure
that the limited doliar‘resources were utilized for the most immediate needs
- of the’a}e;. For m@lﬁ , Foreign ﬁnds influenced the French to discard
a plan for financing in dollars certain ﬁgcéssary expenditures in Portugal
and Spain, thus relieving the strain on the North African; dollar position. ‘
This was effected through & so-called notification procedure which worked as
follews: | |
(a) If the Banque de l'Algerie, for example, desired to make a
peyment of $10,000 from ;ohe account of the Bangue de 1'Algerie (for the
account of the French Treasury in Afﬁca),)the Federal Reserve Bank of
 New York notified the Treasury imediately as to the amount, nature,.
purpose and persons dnvolved with reépect to such payment order.
(b) If the Treasury did ndt, have any information available indi~
. cating that the transaction éhonld not be consummated, then thé Treasury
1;nmediately mﬁ.ﬂe& the l“ederai Reserve Bank of New York md the pay;
ment order was effected, . | A |
" (e) If the Treasui'y did not rotify the Federal Reserve Park of “ew
‘ : York within 10 days after notification 'a‘s‘received that it approved or
disapproved the transaction, the transaction was effected without the

- 115 -
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_ At the same time it was arranged for the Britlsh Government t6 make sterling

express approval of the Treasury. It should be noted that this was
the axneptional case inasmuch as normally the Treasury hétiﬁ.ed the
Federal VRes‘erve Bank immediately with respect to its view of the
tranéa.ction. | _
(d) If the Treasury had inforination available to i1t indicating that |
- the transaction was detrimental to the Joint objecﬁves of both the
French African authoriﬁes and the Aperican authoritzies, it notified the
Federal Reserve Bank of liew York withi_n 10 days after the neeeipt. of the
notification that it disapproveé of the transaction, In such cases t-e

transaction could not be consummated. ‘ L

credits availatle to the ‘rench for this purpose.
In the case of Italy, which did not have access to any pre-lib»ration 1

balances and which was therefore w:lthout foreign exchange resources, special

| arrange.uents were made enabling the acquisition of foreign exchan*e and its

use for certain vitally needed expenditures. PFPrior to the war, an important
source of Italian foreign exchange was the voluminous renittances maije o
persone in Italy by friends and relatives in the Uni‘t_ed States, As soon as
éonditionz in the theater permitted, a procedure was Worked out for the
resumption of foreign personal re:nittanées. Under the procedure dollars

tar . . °

remi‘t‘bed fmm the United States went into a special "post Lberatlo*: account?

* which remaired blocked in this country and the corr‘aponding value of lire

was paid to the beneficiary in Italy. The donars eo acquired .'mt.the post
liberation accounts were available subject t-o the Controlls licer sing powers - |
to meet certain Italian expendi*buree without- cost to thia goverzment or the

Uni ted Kationa,
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- {vii) Remittances fror Swiss Omnibus iccounts.

A further example‘ of the processes of developing licensing poliéy

is evident by our policy with respect to remitiances from Swiss omnibus ac-

counts, After we had investigated the ngiss banks and discovered the methods
of thair banking operations which included opefations ﬂw.rough omnitus ac-

counts it was our policy to deny appliaations to debit blocked omnibuvs cash

- accovnte mzintaired by Swiss banks with domestic banks in order to effect
remittances outside the Uniied States, During the latter part of 1944,

.we reviewed this policy or; the bzsisg of a study of a group of applications

Y

involviixg this issue winich were forwarded to washington. It was decided on
the besis of a review of these applicatibns, th:t licenses to effect trans-

actions of this character would depend upon satisfactory demcnstrztion of

. ownership of specific assets. It wes founc - tnat in the cases waich :.‘éll*into :

the i‘ollowing four cetegories action could be talen on these categories of
cases if the following conditions oltained:

(a) Dollar accounts estalilished by the reaitter with a Swise bark
prior to April 8, 194C,

is a minimum it would e pececsary to submit (i») satiefactory
docunertary proofk respecting the nane, address, citizenship, and
nationality of each owner of the déllar account since A§r11 8, 1540
and the balance in the account on April 8, 1;.140 and at present, or
(41) in the alternative, a cgrtd,ﬁc#tion of the facts of owmership
emeéutéd by the Sriss bank in the form used where securities were
released froz an omibus account to the beneficial cwnér. ‘It was agreed
that applications should not be grated to remit funds in excess of the
balance in the account of April 8, 1940 unless satizfsctory documestary

proof was furnisheé respecting the source of the funds wiich were used o

to acguire the additional dollars Aafte,r that date. 33 1599
-117 - -


http:acq".l1.re
http:nenta.Tj
http:Sr::!.ss
http:ol.tair.ed

(b) Dollar accounts esteblished bv the ra-itier with a Swiss benk
after Apr 31 8 1940,

~In these cases as 2 minimum it was necessary to eubmit (1)

satisfartory proof respecting the source of the funds usad to open the
account, the date the account was bpened ommersninp of the ac;sunt since
such date and the balance in the acco:nt on fuch date and at the present, _
or (ii) 4n the alternahve, a certification of the facts of ownership :
executed by the Swiss bank, | o
(c) The reﬂ*tter paid vaiue to 8 Swiss bank for re“zlttance in | SRR
- . dollars from dollars beloggi ng solely to owiss banks 2% all |

times on and since April , 1940, but maintains no doilar
account., A ’ . : ]
|

After full information waé ’obté: ned concerning the puroose of §
the tranvsaction tke nane, addi‘esé, citizenship and nationality of the
renitter and of the person receiving the remittence, the relationship
betwge;a the. parties and the tecessity for mal;:ing the rexittance through L

.4dolla'r channels, such tranSagtions couvld be approved if they apneared to
‘be bona fide ard mot contrary to remittance policys e

(d) Dollar accounts represer*ing income received on, or the proceeds
of sales of securities in the asccount.

It was decided tha} the applications ir this group would not

be granted unless satisfactor; documentary proof was submjtted respecting
the ownerchip of secu;ities froa which the particuler funds were derived
since iprii g, 1940 or the date that such gecurities were received into
the omnibus acoount whichever was lgter, or, in the alternative, appro=

‘ priate certification of the facts of omership execu‘bed by the Swiss bank,
’ (c) Publicitr to Licensinz Policy.

(1) Before Administrative Procedures Act. o ’

Throughou ; practically the entd.re history of Foreign Funds Yortrol no

aubstant.ive reason was given to an applicart if his’ apylicat:lon were denied. Fri
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time to time in infortal conferences with applicants the reasons underlyi.ixg

denial may have been given, Homvér, this practice was the eiception rather
than the rule, since it wasj felt that a great marr;erf the decisions involved
the basic foreign finarcial poiicy of this government ﬁiic.‘x could not be dis-
* closed to the public,

However, in the middle of 1943, some thought was given to the
issuance of a statement which would give t.he public scre clue as to the
considerations involved inv acting on applications involﬁng blocked assets,

' me stétennnt was never issued, Hoﬁever, it did provid; us with an opportunity
for re-exazining our licersing policye. In this conrection it wes fovvx:i that
cons*rvation of blocked assets cortimzed to be a primary concern to the
Control and that no transfer, release or other disposition thereof would in
general be permitted, Exceptions were made only in speéial cases, such

a5 payments regquired for t«he preservation of assﬁj, for the satisfaction of .
liens clearly ostab}_isnad prior to the date the asseis involved were blocked
and for the necessa.ry support of parsons in the United States and tw eff-ct
transactions in aid of the frar efforte |

{11) After Adninistrative Procedures Act.

~ With the passage 'of the Administra\tive Procedures Act of June 1li,
1946 (Public Law No. 404) it was .requiredA that 'any'denial or other adverse
action with respect to a.mr application should be accompenied by atstatcmant
of time ;Smcedural or ‘o‘ther gm\inds forvthat actions “%t that time Foreigh
Funds Control set up the fol_.lowing series .of reasons wﬁich might be given
4n comnection with the denial of an spplicationt |

..
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- A Jliéations for license to effect tra.nsaciibns which may be
effected under outstanding General Licenses, No action is being

taken on your application since it appears that the transaction(s)
in question may be effe_cted under (ap’pr‘opri‘ate ;I.icense pumber to be |
hmertod), which has been issued by the Ireasury Deparﬁnep#. , | ?
Transactions affecting property in which Agﬁoﬁals of countries |

speciﬁed in General Iicense 95 have an interest, Mo action is being S
T

taken on your application since it appears t.hat this transaction nay

be effected after certification pursuant to £1feneral License No. Q5.

. Transactions affescting property in which nationals of blocked
countries, other than enemy, not speciﬁed in General License No. 95

hawe an interest, Your' application is tenied for the reason that trans-

actions of this nature are not presently beirg authorized pending the
establislment, of a general defrosting program with respect tc the blocked
country involved. ‘ ‘ , , i

'h'ansaﬂtions in connectio'\ wi th assets which have been certified |

under General License No., 95, No action is being taken on your zppli-

cation since 1t appears that e license is not required in view of the
-unblocking of the account involved by certification under Yeneral License

¥oe 95. :
gplications which are denied for lack of sufficient infomation.

- . Your application is denied for the reason that the following essen’cial
mfomaﬂon 'hns’not been submitted for consideration; (Specifically refer:
to infomation roauired.) This application will be reconsidered upon

aubmission of the infomati.on dascribed above,

K}
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Aprlicztions on which 1t anoears that no license 18 necessarv,

‘No action 1s being taken on your application since it aprears that the

‘transaction is not subject to thec Order,

_pplicatiens for blanket licenses, No action ir being taken on

your. application since the need :for a blanket license har not been

established. You are advised, however, that coneiderat..on till be given

to applicationa for specific licenses as needed.

Pransactions with Gemar_:y and Japan. ‘Your applieation is denied for

the reason that transactions of this ¢ pe are not consistant with presen‘t

policy of ‘ihis governzert with respeet to the occupation of. (Gei-many or

Japan).
Applica’cioné irvolvirc enemv property.. Your a_::plication is denied

for the reason that it irvolved property in which there appears to be a

_ (German, Japanese, Bulgarian, Hungarian, Rumanian, Italiar) interest, the
: disposition of wmch is sub’ect to deterzination of over-all governuentel

A polic; -

Applicaticons on which the specii‘ic approval of the Alier Proverty

Cu.,todi an is re;u_. ed. (a) Your application is deniec for ihe reason

that it was not acco:paried by evidence of the consent of the &lien

~ Property Custodi.an to the traneaction. ' o
Uoon submission of such corsent the aaplication will be reconsidered,

(b) Your application 1s denied for the resason that the consent of
the Alien Property Custedian, wiish is essential to the approval of the

transaction, has been refused, .
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Anplications in connection with trade in puts, calls, straddles,

and other options for blocked afsounts, Your aﬁ:plication.is deried for

the reason that the consumation of the txfansactioﬁ involved woul: reguire
a further license, the aprropriateness oi wrich cgn' not be determined
at the present tirve,

Applications to effect certain remittances in free Swiss francs.

-Your a.pplication'is denied for ‘the reason that it is contrary to policy
‘bc perait rerittances to Switzerland except by payme'lt of dollars into
a blocked account of a banking instit* tion located in Switzerland.

Applicatiors for payment of checks, drafte , etc., suDject to General

Ruling No, 54, Your application is deried and you are referred to

paragraph 2(a) of General Ruling No, 54, Alternatively, a new application

will be considered‘, if accomparied by evidence that the instrurent wes
not issued or transferred uncer duress, or otherwise looted by the

aggressor nations.

Apnlications to grant Uepefally Licensed Mational status to ﬁolc‘ingﬁ_

co:padies, insurance cocparies, e2tc., orzanized in ‘the United States,

excepting companies which are' neutral controlled. Your appiication is
denied for the rezson that 4t is not in accordance.wim the policy of
the Treasury Deparhnenf to grant Cenerally 'Licenéed.National status to
a company which may be holding assets for the account of other blocked
nationals. | |

éppl‘.‘.caﬁio'xs for the relesse oi‘ detached covpons impounded under

General Pulinz ! 5. Your applications is denied and you are informed

that eonsiderat.ion will be given to the (release, collection, payment)
of suck coupons after the bonds to which they relafa have been imported

into this eountrv puramn., to the provisions or Seneral Ruling Noo Se

331604
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D. ENFORCEVENT PROGRAY IN LATIN AYERICA

1, Iriter-&meriéan Conference oﬁ Economic and Financial Yontrols (July, 1042 )e

It 18 not intended here o detail ‘the economic warfare measures under-
taken by the Latin American countries to further theA Allied war effort; nor is it .
intended here to detail the extent to wf-.»ivch this Goverrment sought and obtasned
the' cooperation of these countries to further the Allied economic and financial
warfare programe The object of this discussion is to describe the operatioﬁ of
Ioreig: "nnds L‘om;ml insofa.r as they affected financial operations in the Latirn
Lmerica.n countries. »

Imnediately after Pearl Harbor it was recognized by this Government
that it was eséential toteecurﬁthe cornple‘t-e support to the Allied war effort from
the Latin Americém countries, To this end a conference of the Fbreign nisters
of the American Republics was called or January 15, 1642 who affirmed "unanimcus
solidarity with the nations so brusquely attacked" and determined to develop a3
course of action "to aséure the securitr aﬁd prote'ction of our people,®

Thereafter, in July, 1942, a further confererce was held in Viashington
on eccnomic and ﬁnancial control measures to be adcpted by the Latin American
" countries. at this meeting officials of Foreign Funds Control played a major

role, The following resolutions were adopted by these conferences with a view
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cyuchrcnising Latin herican fimcial controln vith thoue 'being carried on by

. thia G-overnment. Mnarily l‘craign !‘unds Oontrol.

-Q) V That the. Governmnts oi‘ the Amerlcan Bepnblics. pursuant to
Baaolution ¥V of the !hird lleeting of the llininterl of I‘oreign Affairs o? the

.harica.n Rapu‘olicl, hcld at Rlo de .Taneiro, adopt a.nd put 1nto dt‘ect as toon' ‘

’ ‘a8 posaible. e:ffactivo neuures to uzhiove the follwing yurponea:

(a) !o block oﬁoctively the use, tmmicsion or transfer of funds. e

4 ucnrities an.d property vithin the Lnerican Bepublics now held Yy nations
vhich have comittd wta of aggranion against the Anerican ‘Continent, or .
jtu’bsequently a.cqnired for their account,. as vell as the funds, lecuritiee

snd property nov held by a real or Juridical person within such aggressor

nations or in- the territorles dominated by them, or subsequently acquired o s

for the a.cccunt of such peraons. ) . »
(b)) To prevent any real or juridicel person within the ju.rid.iction‘

of an American Republic from engeging in eny financial or éommer;;al trans-

action which invdlvés the exportation of any property of any nature what-

ioever. the remitta.nce of any funds, or 6rders or iziotructioné to persons .

u.n&er the jnrisdiction of sggreuor nations or those domineted by them,

whether such eu:portation or mnittance be IIIB.(’.O. or s'uch orders or 1nctructiona

Ye given. directly or inﬂ.irectly.

!here :hall be axccpted remit tance! (1) for Iiving uzpensen

- ‘isnf citisona of mch kner!can Bcpublic ruiding vi.thin the awauor pations

br ln the" terrltories Aominateﬂ. by them. and. (11) for the expenses of repre~

_tenting tha govemmental !.ntereotl of lmch .lmer'ica.n Bspublics in the aggressor

.....

utions or 1n the territorhu d.oninated 'by thm. inclnding the eare and la.fe—

o .'..,. RS

' ‘guarding ot tho property or the Governmonts of auch Ame ice.n Rerpublics. The

fsaisos
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gald pe;,rmenté can only be made directly by the Bovernment of the |
regpective Avnerice.n‘Bepu'blic, or fhraugh the Governnent ‘reprgsentiﬁg
its interests in such aggréssor nations;, or in the territories dominsted
by them. A «
(c) To prevent m roé.i or juridicel person within ti:e Jurisdiction -

) of an &eerican Bepu'blic fronm engaering in any ﬁnancial or cnmercial trange-
: action vhich involves the 1mport9tion of eny pro;:erty of an;v peture whetso—
_ever or the receipt of any fu.nds. or the ecting upon any order or insamction
fron any person within the Jurieédction of the aggressor nations or nations
domineted by them, whether such importation, receipt of fun:’.s. or compliance
with such order or 1n5tmction be mede Girectly or indirectly.

There ghall be excepted tie remittences which esch Government in
its discretion mey euthorize (i) for living ‘exoenses of citizers of such
aggressor nations or nations domineted b thenm, rea‘ ding within the American
- Republice, end (14) for gxpenses for representing the governmentel irterects
of the agaressor nations or nations domineted by them, in tle Americen B.emblics,
including the care and ae.fegt.a*ding of the proverty of the governrents of
said aggressor nations or the pations dominnted by them. &

hgept in cases of effective reciprocity, the excentional payments
'r‘efe:‘i-ed to in the preceding peragreph shall in no case be r.ixade out of blocked
.ﬁmds or other assets which the' aggressor né.tions or the #afions déminated p
by then may heve in the Ame rican Rapu‘olics. but akall only be made out of un~ ’ ',:
blocked funis of foreign ovnership origineting in territory outside'the Americe.ni‘
‘Republics. Remittances for said paynez{t_s shali be received only directly by

the Goverament of the respeciive Americean Republic, or through the inter-

A L
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pediary of the government which represents in euch Americen Republic

the intereszts of sald aggressor nafiona or of nations dopinrted br them.

(2) ~ That the Governments of the Americen Republice, in addition to

cutting off a.ll finencial and commercial transections with ;he agegressor .
nations and theinations dominated by them, 'a.dﬁpt as soon as possible, |
endesvoring not to cause unnecessary dansge to mmtral_ nations, aporopriate
;leas\i:esrith respect tq their ﬁné.ncia.‘l and comerciél relationships with
all of the other nations outside the Western Hemiéphere .‘ in order to:

- (a) Bupervise adequately the funds and propérty within their
respecﬁve.Jurisdictions nov held or hereafter acquiréd by or for such
other nations ocutside the Wesiern Hemisphere or reel of Juridicel persons
within euch natiéns. except those nations which heve cut off cormerciel and
financiel trenszcticne with the aggressor nations,

() Préveﬁt any reael or Jgﬁiﬁical pereon within the jJurisdicticr of
such Anerican Republic from engeging in any commerciel or finesncial trans-
acﬁion which involves the exportation or importation oi‘ eny property of any
neture whatscever to or from nations ;autside the Western Hemisphere, or the
remittance of funds to or from any person in such other nctions outside the
Western Hemisphere, when such exportation, importation or remittence is of

benefit to the a.ggressdr nations or to nations dominrted by thenm.

(¢) Prevent all trans_actions Yetveen the Americen Republics and né.tions

outside the Western Hemlsphere involving any resl or Juﬁ_ﬂ.ical person within

‘any nation outside the Western Hemi sphere whose activities are deemed by the
reipective American Bepublic concerned to be inimical to the security of the
‘Western Hemisphere. -
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- (3) . That, to prevent financiel and commercisl transzctions which

are of benefit to any of the nations which have committed ects of aggression

:a.gaihat the A:nerican Gontinént. and tra.nsné_tioné underte’zen by any reel or

 Juriéical person within the American Republics whose activities ere inimicel

to the security of ihe Western Henisphere, the Governments of tne Americcn

_ Repu‘olica adont as soon as possi‘ble, meagures tol

(a) Esteblich between the American Repudlics an 1nterchange of
infom..tion with res*aect to commercizl and financisl transactions underte.!en
with real or juridical persons within other American Reoublice so thet each
nation, within its Jurisdiction and in thé exercise of i:8 own authority,
may prevent any tré.ns::—.ction vhich would beneﬁt" the aggies'sor netions, the
nations domin~ted by them, or persons whose agtivities are inimiczl Yo the
security of the American Continent. o

(») Prevent any trensaction, subiect to'the'jurisaictian of en

Americen Ee:ublic. undertslten b rezl or Juridical persons within netions

outeide the Western ‘Hemiephere which heve not cut off commerciel end fipenciel A

trangzetions with the aggressor nations, involving the monetery unit of

another Americen Republic; except transsctions which, together with tk

~ report ziecesuary’to est=blish its neture, are undertaken through a benk of

the Americzn Republic whose monetery unit is involved in the tranapction.

(c) Prevent any tmnlaction. subject to the Juriadiction of an Aner‘c;.n
Bepu‘blic. involving real or juric‘.ical persons \rithin nations outside the
Veatern Hemisphere which have not cut off conmercie.l and financiel relations
with tke agzreseor nations, And real or juridice.l persons within another

American Repudlic, unless such transactione are performed with the aporovel

‘of the latter Repbulic.
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{4) That thé Governients of the Ameriean Bepublice, in order to prevent

tmsactions 1n ;ecuritias for the benefit of the aggressor nations, adopt

g

appropriate neuures 'col’ 4
(a) lcta.‘blish Y precantionaty 'blocking o:f‘ oacurities vhich directlv

I

‘ ar 1nd.iroc‘.ly aTe uzportod 1nto the American Bapublics :t’rom eonntriea out-

dde the ‘estarn Hemicphore. as well as their coupons. 1nterosts. and divi&ends.

T untdl 1.t is &otemined that the aggreuor netions, or the aations dominated

'by zhem or personu within such nations, have not or have not had any

. interest- in thom since the ’baginning~ of the present ame;-gency.

‘Hon-beerer securities imported into American nations from comntries ,A :

~outside the Voetern Kémisp,here after the baginniﬁg of the present emergency,".:.:"

- likewise may de Vmbjected to precmutionary blocking.
. y ; .

- (®) To supervise transections of any nature Whatsoever "by persons
\dthin .an American Republic inauoclirities, or interests ther_ein. which are
located outside the Western Remiaphere. so ag to prevent tramsactions in
which persons in aggressor na.tioiu or nations dominated By them have
»}nterest or have had an interest since the beginning of the present emergency, |
or those from whieh theynay derive some benefit direct or 1nd.1rect. "

(e) Raqni'm registration, or adopt any othor appropriate measures,

' ln ordor to determine if any peraon vithin the aggressor nations or the

mﬁ”' dominated by thmn, ha.a any ntemt in cmritin 1smod or payable
1nm of the America.n Bapn‘blicn. S LT “

(5) (a) mat the sprlication uf the econonic and ﬁmcial controls of the

Bovernmants ot the Anerican qublics. during the prsteat emergency. should

have u ona or ‘1ts o'bjoctivu the coatrol of the prcperty and tmnac-tiona o:r

N Lall persons. raal or 3nrld.ical. relming or nituated within their reapective
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jurisﬁ.ictions. regardleas of netionality, Who by thelr cenduct are Imown

vvto ‘be, or to have ’been, engaging in activities inimical to the security of

the 'ﬂestem Hemisphere.
(v) That each of ‘the Governmentes of the American Bemublics, through the

apolicetion of its econonic and financial controls, eliminete from the

‘ecopomic life of the respective country all undesirable influence and

activity of those pei-eona, rezl or Juridiéal. reelding or siturted within

the America,n Repudblice, vho are khown to be , or to have bern, engegling in

‘activities inimicel to the security of the Western Heniephere.

(6) (a) That the Governments of the Americen Republics thrt heve not

- alrealy done 8O b.d.o:pt, in accordance with their constitutionel principles,

measures 1o carry out the effective blocking of masets belonging to real or
jui'idice.l persons, vhate;ver may be their .nationslity, when these persons ere
deemed by the respective Government to act in a manner contrary. to the
security or the nationel economies of thé Americen Republics; these ‘moqsurea
shall not exclude other meesures which may be tzken by the %ver@ents with
regard to commercial, imdustrial, e.ériculture.l. financiel or other enter— |
prises, which meagures are recommended elsewhere. ‘

(b) That block:ing eha.ll include a.ll cesh, mecurities. income or other

assets of any other kind, including the proceeds of the sele or liquid.ati.on

" of assets or firms.

(c) 'Thet blocked assete may not be @isposed of without the suthorization
“of the 'respective Government or‘ngencigs. Any transaction contrary to these |
provisions shall be null and v’oid.v

(a) That all 'blockod cash or nacuritios :hall ‘be d.eposited. in the central

bank or in approved banks or in aporopriate organizations. m‘bject to
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*ﬁroviaions edopted by the respective'government.

(e) - That the Govermments shall nmot pérmit disposal of blocized
,asseis if such éction benefits, directly ér inﬂirectly, the interects of
the aggressor nationé or the netions dominatgé by then, Vhethef suck dis¥
poaulﬂtakéé §1ace in the country in which the transection originetes or in
~any other country aeffected by thé operation' or if such action is contrary.
o the funﬁamental purpose expressed in the first paragrsph of this
| recomendpti 0h. \

(£) Thet the Governments mey authorize the disposal of Blocied funds
when the applicent proves that sﬁéh fun&% are essentiel to his subsistence

end thet of his femily; but such suthorization shall not exceed the maximam-

periodical enount fixed by the respective government.
(7) ﬂhat; in accordence with the constitutionel procedure of each
éountry, 2ll necessery meessures be adopied as soon as possible, in 6rder to

elirminate from the comme:reial, agricultufal. industriel anc financial life

At

of the Arerican Hepublics, all‘igflueﬁce af’governmeats, nztiong, &nd peredns
within such nztions who, throtgh neturgl or juridicalupersons or by any -
other means are, in the ppinion of the réspective Goverﬁment.,acting egeinst
the political and economic 1ndependence or security of such Eepublics. and
thet to thls end the following measures be adopted: |

(a) The buainess,éropertiea and rights of any reel or juricicsl verson
included within the termsAof the foregoing paragrgph vhatever their nationelity,
shall be the odbject of foreea.trans-er or ‘total liquidation; and, if this

uhould not be convenient in the opinion of the Government of each country,

thsy shall be the object of blocking, occupation or intervention in order

to give effect to the purposes of thig recommendation.
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(v) Ehe prfice}s and Qenq:\io‘veeé‘ of :a‘ny‘reel_or juﬂdical persons,
vbos; actions may be conf.r;a,i'ir t_o the pu_rposes‘ set fo;‘th in paragrepﬁ 1l of
thie recomeddation; shall 'bé remoied from their positions and the severance
peyments to which they may be antitled shall be blocked; and the sale.riea
end other rmneration of those vb,o temporarily continue 1n service shall
de limited and superﬁaed in order to comply with the a.forementioned purpoaes. ‘

(c) The contracts o:r such real or Jnridice.l persons which may be
ﬂirectl;r or igﬂirectly contrary to the xm.rpoaes se% forth 1g the first
. mggrgph ;f f.hiq recomqnd.ation, ~M1 'be rescinded; 'a.nd. in apply‘ln}; the
measures set forth in peregreph {a). the ?ontracté entered into .hy them and ,
the concessions granted to then for ‘the &ploitation of na‘.bural resources and
Ap'n‘blicA: services, cuch as land, minés. water righte, treasportetion ané other m
 similar activities, may also be considered reecinded and without sffect.

. (&) fThe following shall be effectively blocked 1n accordance with the
regulations pertaining to blocking: the proceeds of the sale of traneferred:
properties anc_l righ.ts;‘ the profits giécruirg .from intervened or aupérvised
businesses; and ihe_fnnds derived froﬁ .totsl liquidetions. |

(e) !l’he alienation, in any form, of the said properties and .;-ights in ]
accordanch with paragraph (a), can only be male to nationals of the respective'.‘ ;k
cou.ntr: or to juridice; persons formed by them. In the estrblishment of the |
: -conﬁitiois of these Acénisitions or in the nelection of the buyers, the ‘..

Govarnment of the country in which the tmaactlon taes place shell not |
.pemit any uroct or 1nﬁ1rect participation by any reel or juridical person
e ‘\fhose aetivities are deemod contrary to the principles set forth 1n the

-a o
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. Fach country sha.ll designzte one or more organizetions %o be in
charge of the adm:nistretion of the a.forenentioned'me:?.s*ores. -
The Americen Bepu'blics ghell. mainta.in an exchange of 1mornn1:ion
on the oeasureo adopted pursuant to this racomend:.tion. ‘ 4
(8) Thot the Governments of the Americen Bepu'blics lend erch other
the greatest measure of cooperation in tne fomﬂ.etion a.nd &p‘nlicption of
syetems and _procedures w;.ich will facilitete plecing j.n effoct, \'i thin
their Juriedictions end in the exercise ofkt’heir hothori:ty. Recomnmendations
A 5 and 6 adopted by the Third Meeting -of vthe Minieters of Foreign Affeirs of
the American Repubdlics, the conaequeot reo}ommenaations adopted by this
- Conference, and measuree which heve been or may be teken by the Governments
of the Americen Republics, |
That in conaecuence the sforeszid Governments endezvor to est2dlish

an 1nterchanre of inform-tion and consultation v&ich will afford knowledge

of the experience e.couired. by el.ch one of them.,
2.

To work with the Lotin American Repu’olics in securina tke implementetion

‘ of these resolutions. Foreign Funde Control set up a specific opereting oection. _

After certain emerimental«organizational developments in the administrstion of
this section 1t wes trensferred to the Enforcement Division. It wae known as the

Inter-American Control Section., It vas sub-divided 1nto four unite: Letin Americazi

‘ Oontrola Unit' Proclaimea. Iciot comittee Unit' Foreign Ixrvestigative or Mm-cement -

Unit; and the Dhreraion Unit.
l'he Latin American Oontrols Unit as the name 1nmlieo \fa.s charged with

the responsi‘bllity of -md,ving the control neamres establiohed. 1n the Letin Ameriean

countries to implement their com.‘..tmonts during the July 1242 conference and to

Lt 33161
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evcluete their asdsquacy and their operations. In connection with the opérations of
this imit.' representatives of the Treasury were sent to certein of the Letin
Americen countries to make "on the epot" studies of their controls and adviee with

respect to certein techricelities with which Foreign Punds Control persornel was

femilier by virtue of their operation in this deal since 1940. This wection

operated very closely with the Department of State which ectuslly mainteined the

" direct licison with the governments of the Letin American countries.

| J.s a complement to our currency control progrem, Foreign mndg Cpntrol
atterpted to get the various Letin Americen ccunt;ries to assist us in achieving
the destruction of the forelgn merkets for looted currency by adopting sdequate
controle of their own. To this end programs of curren;:y control were proposed to tlie
various Latin Americen governments in Ju.ﬁe, 1942, 3By September, 1242, all tke |
Americen Reputlies had x;egulati'ons intenZed to irplement our currency progran.
The aéministration of these regz:latioﬁs by these ccuntries-\;u ‘ﬁever 'adequate
despite t-e continuous prodding by the United States Bovernment. |

In Augast, 1942, ws concluded negotiations with the Mexicen goveriment

' @as & result of which the Mexicans adopted a dollzr currency control stronzly imple—

ménting our own progran. A decree promulgate;.‘. by the Mexicen Govefmnent 6n Augzust 14,
1942. prohibited all transactions in doller currency except coins and bills of $2 |
deaonination € which denomination 1ittle or mone was believed to be hel by the
Axis) and ‘tran.sactiozis' undertaken by the Bank of Mexico 1téelf. All éoller curr;ncy

except $2 bills was ordered to be tﬁrréz;,d.érad to‘the.'Ba.nl-:'_of Mexico, which was

suthorized to purchase such currency in emounts up to $250 without investfigation as

to origin end amounts berond that figure up to $1,000 provided thet in such ceses
the origin of the currency vas investigrted by a responsille official of the Bank.
-126 -
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’Be.rge'r emounts were not 1_:0 be pu.ri:haséd outright but simply forwarded to t}ie
United St.a‘fes on a collection basis., Buch currency, when not releecsed 'becguse
of uncertain or unsétisfactory origin, wae held in 'bloci:ed'accounts within the‘
Unitel Stctes. | | |
~In ad.dition. contimioue efforts were made on the pzrt of our govern~
meat to secure the sympathetic a3minigtration by the Latin Americen countries of
their measures‘ designed to expurgate Axis influence from their countries; to
encoui-e.ge then go taze some of the stro#g measuree reguired to liouidete enemy contrqi‘
ed ehterpriaes and to reorganize them and to remove ﬁn&esira‘ble personnel.
The Control mede :monthly gtndigs of the progress mede by the Letin

dnericen countries in conrection with its lmplementetion of tre Inter—American

Besolutions. These reports provided a besis for determining progrem of actione

to be taken by this government with réspect to the Latin Americen countries,
Specifically, it furnished the basis upon'ihich this government determined to 1ift¢

nemes from the Proclaired List relying on the cooperation of the Latin Ame-ican

countries to police their own economic_: wzrfere program. 3By the seme token, this

government was provided, tkrough these monthly studies, with the facts upon which
it could base its eo-called Argentine progranm which will be deséribed below.
30 I‘ : P ol - .

The second major operétion in the Letin Americen field related to

-

 Proclaimed List activities. It was indicrted above that "The Proclaimed Liet of

" Certein Blocked Nationals” wes authorized by the President or July 17, 1941 and

conteined tne names of intuviciuals and firms within the other Anerican Republics

whose activities were deemed inimical to the defense of the henigphere.

It wae reco‘gnised that 1n the preperstion of such & list thet every

ceution was req*:iréd to be teken to Prevent injuestices. To this end the United

- - 331616
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atates Governnent g?ve. greé.t care and attent:lon. A Proclaimed List Committee
was created consisting or reprasenta*ives oi’ the Becrete.ries of State, Qreaaury
and. Comerce. the Attomey General, a ropreaentative of the !‘oreign Economic
Ad.ministration and the Goordinatcr of Inter-American Affa.irs. In addition to the
a.bova representatives \rho had voting rights, rcprelentativea of the Alien Property
Gustodian and uf the”lritish a.nd Ga.na-"_ia.n Govements lat 0 the committee but hed "
no voting rights. This comittee met hi-ueekly and conaidered ave:y mommendation\
for addition to the Proclaimed List very carefully. Se;ore 8 name wae added ‘
d.iplom=tic and consular representatives in the field mede a thoroﬁgh‘ 1nvestigat1-on. |
Iz the irwestigetion definitely disclosed facts showing thet the person investi- .
gated was engagec‘. in an activity inimical to the secmrity of the hemi gphere, that
evidence, together v&th the ;ecomendatian.tpr inclusion, vas tmsmitted to
Washington for consideration. The evidence supporting thg rlra.t':om;nendation wes
carefuliy scrutinized by the Proclaimed List Committee and only upon the una.ni:ﬁous
vote of thrt Committee wae the name added to tﬁe List. 4As an added precaution,“
and to prevent injustices, before the name was actually s,ddeﬁ to thé ligt the pro?-
posed ection vas ca‘bl;zd tou'the Migsion in the ﬁeld ;’or confirmetion. Thé list was’
published perioucelly by the Secretery of State, acting in conjunction with the . .
other nembers of the Committee, _

: Although every precaution was taken to 4nsure that no wrong doing vaé w oy
‘ ,\effecte& lv adding a vrong person to the Idst, as in avery operation of this
. magnitude, nia'cal:es \rere na.d.e Yhere it \ms d.iccovered that ‘& name had 'been
n‘lataxonly 1nclnded on the Id.st. it vas deleted promptly. -j!hin Government vae
exceedingly anxious $o rectify such mistakes and, in furtherance of this policy,
‘was at ®ll times willing to consider, vith the .Gva'v'ax'r.imein:s.~ of the other American’

republics, the reason for inclusion on the List of any firm or individual situated -
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or resident within the territory of such republic. It is interesting to note that
the controlﬁ of eight of ‘.‘:sg‘r‘;e other American Republics were made to 2pnly to
persons nsmed on the Proclaimed List. |

, .ﬂ.;ohough fhe beclaimed Liat inc1u¢ed_ not oniy nanes of persons in

Latin"herica. but aleo in the Exxfopéan nsutraels and the Midélé East, the Fro-

-claimed List Committee treated only with additions of nanes of persons in the

Western Hemisphere. The Eastern Hemisphere list was mede up by -a Comzittee in

Loz;don known as “the British Black List Comnittee oa which & representative of

. the Btate Depsrtment sat as & non—-yoting member., The British list of enenies

comparable to the Proclaimed List wae known es the YStetutory Liet.”
Deletions were effected onl® when satisfactory undertelrings were secured

froz the person or. firm whick mizht deal with eny of the followinz: (s) aseuring

future goo& behevior; (b) a recognition of the enterprise to eradicatie the Axis

interest; (c) & retirement of the undesireble elemeate in the firr, (c.) 2 die-

contimuasce of prectices inimicel to the Allied war effort; or (e) & 1iquidntion
0f the enterprise if_self. These formzlae for these undertekings were freguently

develpped by the Proclaimed List Committee and sent Cown to the rission for approval..
In some cases the missions recommended the fémulae which were referred to Wechington
for apnrovel and ¢learance. |

The active operation of Foreign Fuads Control in connection with Proclaimed

Ligt problems actually commenced after Pearl Eai-’oor.

On December 9, 1941, Just two daysvvei‘ter Pearl Harbor, the Procleimed
List authorities issued & supplenent adding 505 Japenese names {ﬁo the Proclrired
Ligt, o

-Op Jamiary 14. 1842, | a mupplenent was issued which for tke fir‘st‘ time

‘adued to the Proclaimed List nanies of Delsons 1n the Ea.etern Kenisphere. A total

of 1, 824 persons and firms in the Eastern Henisphere \fas indicateﬁ 4n this

e 331618
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suppiement for eddition to ‘the List. From this time on the British and United .
St=tes guthorities coopefated very closely inv the issusnce of 'their respective
lists and the two lists became and rgmainéé vir.tuz.lly identi}cal until their
termination. . | '
: Dealings between United States concerns &nf persons included on the
Proclaimed Lict were prohibited excent mmnt to & license 1ssued by Poreign
Fands Control., The licensing poli}.y wes determined solely in acqordailce with the
besic o'b;}ectivéﬁ of our program of economic and finenciel warfere ageinst the
Azis, i.e., the curtailment and elinincticn of tke ectivity and influence of such
persons icsofer as that» z—*;ctivity and influence Was inimicel to hemisfhere defence.
Where 1t ‘would heve proven hermful to the economy of & neighboring country to stop
ell busineses of a listed firm with the United States, coomnerative arz;a.ngements vere-
worized Sut by whick trenszctions were pei-mitted 80 fzr as taey kereb brousht under
4ts control and benefitted only our mutusl interest.

In many cases ﬁms in the United States had orders for the manufscture
of specicl products fqr'fims in the other Aneriern Repﬁblics‘wazich were included
in the Procleimed List priér to delivery of‘the proc}ucﬁ. The ‘freasury denied

licenses to permit the delivery of such products eince it could not permit products

going into unfriendly hands‘xherely to proteét,a United States firm which hed con-

tracted in good falth, Hany of such cases baﬁsed extrem§ hardship to United S};a’tes .
concerns. One firm wae denied 8 licenee in a cas‘vve"vhere 1t. hed worzed for month;
on & special order of value only to ihe ordering f£irm which was placed on the Pro-
cleimed List shortly before the date specified for delivery. The United States
firm had its cepital 1;#61796; 4in that one ordé:; to such en extent Athat its very
existence was jeoperdized if delivery of t’ﬁe froduct to the Proclaimed List firm

vere not pemitted.' Bowéver, 1t was clear that the only 111 effeét in the Americen
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Bepub}.ic concerned would be to the Procleired Lisf firx;z and not to tke country
in which such firm was eitusted. Accordingly, the license applicction fo.r the
corpletion of the tée.nswtion was denied.

Foreign Funds Control formulated a standard of conduct to gulde American
firms in their bperations in the Latin Americzn and neutrel countries. This was
1nc‘orpor‘ated in Pudblic Circular No. 18 (applying to American business operations -
in Letin Americe) and 184 (applying to Americen businese operstions in the neutrels).
The :lr'nporté.nt features of thé standard of ‘condm;t'tm set up were ae follows: |

' (a) ‘ :Lmerica.n cohtrblled conce:as operating in Latin Americe end
the neutrel countries were prohidited from hrving any financirl, business,
trade o.r other coxmﬁefcial'dealings with persons or firms witkin enemy
territory, lems. a Latin -American or neutrsl breanch of a New Yofk corporation
would not dezl except under license with - a firm sitmtedlﬁithin Germeny, |

4

Itzly or Japan or within eny territory controlled or occupled by such

countries,

() Avesicen controlled concerns opereting in Lotin Americe or the
Vneutral countries could not dezl except under license with persons or firms
on the Prociaimed List or eny person or firm ecting for a Proclaimed Listed
fire.
~ . 1t night be appfopriate to refer here to the‘Corn Producte Refining Co.
.cese which involved flegrant violstions of thé Proclaiged List by Corn Produci;s )
 Refining Coxgp;any'e wholly-owned subsidiery in Argentine. More then 100 transactions
involving sales to and purch&sés from Proclaimed List firme were &isclosed. An
1nvestige.tion nade bv the Embasey disclosed thet the mensger of the subsidiery, an
. Averican citizen, had telked sgeinst the Proclaimed List and that his generel
q,ttit*ade had not been Vsatisfactory. »'The activities of the Argentine subsidiery wee

k;nown in th:t country and in addition to the Adirect violations by the subsidiery it
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had the ef:rect of . voakening the position of the Embassy vis-a-vis Argentine

'ﬁms. In add.ition to the trade carried on with enemy nationa.ls, attermts to-

conceal the firm's activities were noted 'by ite transfer of banking relstions from

American danks to .Lrgentine 'banks which mde 1t more difficult for the Embassy

to uncover svidence of yiolat.ibns. Ag aresult of the findings by the Embessy,

Corn Products' l'nbaidiazyy in Lrgentimi,y Bo:rineriu de Maiz 5. de R.L., vas placed =

- on thé Procléimed Ligt as was the mnagér, I’:‘ank‘Sélzer.. The latter was there-

~after diecharged by Corn l’rcducts Beﬁning company

nthtmgh officials of this compan;y contenaed that superﬁsion of its
su'bs‘ldiary va,e 11mited to that of financial policy. 1t wvas d.iacovered on 1nvesti-

gation thot corn Product's relations with all of its Letin Amer‘lca.n subeidiaries

involved far greater control than merely ecting in an advisory eape.ci:tv as to

fineneiel policy. It apneared. thzt thie company d4id not insist upon compliance

-with the provis* ons of the Executive. Or&er even vhen 1t was certein that the Order »

was being violasted. A , .
The Refinerias- de Maiz was Bubseqﬁentlv deleted froam the Proclaimed Liet

when changes ha.d been effected which satisfied the Exbessy that thie company would - o

~ comply with the standard of conduct expected of American fims.

Our setivities 1n securing the compliance of a foreign—owned mbsid.iary
of an .Lme"ican compa.ny with the a.ﬂ.ing with thE Rnemy restrictions vas mrther

rapresented. by our activities in connection with the Swedigh subsidiary of the

Oi1lette Safety Ragzor Company. In ‘Deeam'ber,l%l. the Swedish company entered into

a contract with the German Alu{'bﬁiﬂ.i.&t? of Gillette to 1mport' spproximetely S,OOO.GOO o
bledes from Germanr. In the epring of 1942.’0;1&1;1;.;; on behel? of ‘thé Swedish
mysi&iary.“applied_ for a license tblAconit;ime the importation of blades from
Gerxhai:‘,y. Ti-easury *daniod“thi‘e"appncation. "Bowever, ‘despite the ﬁ-eamry denial,
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the Evedish sn'bsidia.ry of Gillette betveen the spr.»ng of 1942 and Karch 1943

’ continue& to dmport ‘blades from Gernany pursuant to the 19€L contrect. In March,
1943, the Swedish su‘nsidiary applie& to the Ereasury through our I.eg:—:tioﬁ fora
licease to remove 1,000,000 dlades vhich were in the free port of Stockholm and
‘which bad arrived from Germany ;purma.nt to the 1941 contract. In connection with
the .conéidar'ation of fhe 'aﬁplicaﬁon cbrt@iﬁ 1ﬁ§omtion was requested from the
Cheirman of the Board of the eveuah subsidiery. BHe refusefté furnigh the

Legetion with this 1nformtion relying on the Swed.ish Var Prade Law which prohi'bited_
" the relea.se,of trade infomation to foreign povwers. lventually. fragnentary
information was furnished ue after the Swedish iubsidiary- had received specific
instructions from its Americen parent. In Angust, 1943, Tream denied this
appli’getj.on. . Gillette thereupon ‘instructed its Swedish mbsid.iéry not only to
cancel the ;ema.ining cormitment under the 1941 contract but also not to remove

the 1,000,000 blades from the free port of Stockholm. In Decenber, 1943, our
_Iaeget'ion in Stockholm féported to us fhat infoﬁaation furnished to it ‘bv the

S;tedioh company ﬂinclosed.. that the_ Swedish compeny had rﬁnovgd,- desp‘llte our‘denie.:l:
of the application and despite instructions from Gi;lette. not only 1,000,000 blades
‘but an aﬁdition_@. 625,000 blades apparently 1@ortéd into Stockholm ir further L
compii&nce vith the 1941 contract. These German bl&d..es were rmiovéd by the
Bwedish su'bsidiary in pre:terenca to America.n blades which were avalleble in the- .
!ree port of Btockholm, Ioreip l‘untle Gontrol 1n collebcration with State Dape.rt-
ment acccqplished the rmval from the S\rediah tu'bsidiary 'lhose peroona in the
nanagement of the company rssponsible for the violations and rcplaced them with
persons satinfactory to tha I:egatlon and the Departmnt. In a&dition. Gillette,
the Ameriean pmnt. van directod to inltrm:t the Sudish i’irm to deley peyment to
the Germen ﬂm ror the hla&ea alrea.dy mported even 1! this wounld involve a snit

’331822
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It waeg the consistent position of the U, 5. Government to continue

' . the ?rocla.imed List into the pc;st-hoetilitiea period., In fact, in September,

1942, both the U; S. and British Governments issued public stetemente to the
effect that, inter alia, the Proclalned and Statﬁtory Ligts would be continued

_for an indefinite period efter the cessation of hostiiitiea. elthough "the complete
or virtna:!.-withargwal of the lists will .'be possidble et an early date with respect
to those c&p.ntries where aéequate controls héve .been establiched end Axis lpeAar-' |
hesd firms have be¢n eliminated.” In the spring of 1945 and Just before V-2 Dey
the British reneged on this commitment 'by strongly ‘opposing the extexisi‘on of thé

| publiched lict aﬂer V-T Dey exéqpt for a very smell "hard core" liet, on the o
gro;mc:s thet: () the 1ists were serious barriers to the trade which Eritain
vitelly needed to attain firanciel stability; end (2) small 1ists were éas;er to
adninigter. On the other hand the Procleimed List Gomvﬁi;tee proposed the adoption
of the followiqg policr: (1) the Proclzimed and Stetutory Liste should be reteined
for 2t leest one yrear in ﬁhe post~hostilities period ee sizeable and gotive trede |
lists except where the Lists were withérswn or }s:.:.‘;astantially‘ refuced irn Letin
Arerieen countrieé as a result of the inptitution of effective replacement
prograns; and (2) the Lists should, however, be gradually'reduéed efter V-E Dey
to the‘ extent of eliminating the least serious offenders.

In ordei- to reconcile the British end Ameritan positione. the fellowing
comrromi se was agreed upont . 4 V
(1) West-rn Herigphere - The Lists would be cozpletely or virtually

withdrewn as goon as possible for those Latin Azericen cmzﬁtr_ies which completed

. effective repleacenent progmma to eliminete Axls spearhezd firms. Mexico, Bresil,

Chile, EBcumdor, and the Central American countr es had made sudstential progress
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in thi’s' rupec‘t. '.l'he Lists would be retained virtua.lv 1nta,ct 1n the non-
cooparative conntries (Lrgentina. Bolivia, Colombia, ?araguay and UmguaV)
until they had eompletad adequate replacement programs or until the Lists were
conpletely abolished for both heniapherea.- .

' (2) Mm.m_ The 1ists \fere to be categorised into "minor®,

‘ ’intemediate' and "hard core" ca.ses. ";l'he "ninor' offend.erc vere to be deleted

one mnth after v-x Day, the '1ntermedia.te” cases 4 nonths thereat‘ter and the

"hard core" cases (Axh—ovned #4irms a.nd leritms oi’fenders) were to remain listeld

until the Iists were abolished. o Jf S : -

4. Arzentine Progren
" Argentina was the most outstanding example of the country which was slow -

" 4n talkdng any definite steps in this.direction And as will be seen ‘beloﬁ wag the

ohe con.nfry with respeét $o which Poreign !‘unds Control wee éompelled*to continuoﬁély
nrge the freezing of its funds in the United States as & poasi‘ble sanction to :ecnre .
ite complete- cooperation in the allied wer effort,

The firet recommendation. to extend the freezing control to Argentma vas -

mede by the Treasury in Hav 1942 even prior to the July conference 'because of the .

. evidence which the !‘rea.sury had obtained vith respect to Lrgenti_ne collaboration

vith the enemy from Pearl Harbor to that d.ate. It was found after some study

-that A.rgentina \ra.n being actively used by the enemy to undermine our active _*‘

program of oconomic \re.ri’are. Tho Argentine wernment a4 nothing to prevent

Argentina from boconing & refuge for A*d.s mnds. In the vaeks precce&ing our

cxtanaion of tha treazing control to the L:is. large sums were transferred to

¥’

~bgentina on babalf ot Axis conntriea in thc fom of bank transfers and currency

=ts..-

_;ohiments. Jloreover. becms ef tho n‘bsonee nt etfactive leginletion and en.tarce-

ment 1n Argentina ‘t 'becama an 1dsal urriromnent for letting up ﬁne.ncial 1nat1tutiom ‘
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particulerly hoiding cozpenies, which clogked Axis operetions. It wae dis-
covergd élso during this périod that Argentine wes contritutiag to the enemy by
the export of strategic materials'tﬁrough the Eufopean,neutrals. Despite the
efforts that were nade to prevent Germanx from realizing on the cur-ency looﬁed
from 1nvadea countries the Axis hed succeeded in realizihg sone benefit from this
elien property by disposing of 1t'through Argentipa. For exermple, in thg firet
qﬁarter of.1942 ﬁirect 1mp6rts of curreécy fron Europe 1n£o the States was completely
;etopped. In tbf same period. Argéntina sent ﬁo this country $;;125.090 in dollar
curfency. Actually, Argehtina adoptgd no measures by May, 1942 to even carry out
tke recommendstions of the Bio Con.erence of Januarv 1*42 recomnending the
severance o' diplomatic, commercial and financiel relations with the Axis.

Desnite the indictment againet Argentina in Mzy, 1042, prepereé b the
Treasufy, it was considered politicelly inadvisable to extend the freezing control
to Argentina. Argentine particiéatea in the July, 1042, infer;American Conference.
It subscribed to the resolutions. Foreign Funés Coantrol continued to watch the
operations of Argentine on the economic¢ and finsnciel front %o détermine the eifent'
to which she was complying with these }eﬁoluticns; Her continuous anewer was non-
acfivity. despite the peseage of ideal legislétion to meet these problemé. As"a'
éompromise'to extending.thelfreezing control to Argentina, two representatives of
the State Department were sent to Argentina to maZe an Yon the spot" investisztion
éf Argentine activities. In October, 1942, they reported that no eubstantial‘
control wes exercised over internal operations of pro—Axie enternrises and although
) an edequete legalfand administrative aﬁthority £6r the control of internstional
trénsactions existed the Control mechanisem Qas adminiefered 1# such a wey as to

permit the remittances to benefit the enemy., However, the State Department was

- 136 -
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:hot willing at this tine to rocomend. the freszing of Lrgentina but irstecd
‘ recomanded the folloving program vhich was 1med.iate1y adopted by the Tree.surv '
A ADapartment. ) |
1. Bubject to a.d hoe blocld.ng ind.ividmle in Argentina who were

ﬁcloaely connecto& with ﬁms on the ?roclained Iaist a.nd. data concerning persons
‘and ﬁma in l.rgentin& who have been on the edge of the ?roclaimed Itist should
be reexamined vith e viov tovard liating or ad hoe blocl:ing. _ m; recommendetion -
for ad hoc hlocldng persons in Argentina vae ime&iately uloptdd by. Forelgn |
Funde Gontrol a.nd persons in Lrgentina bYlocked on this basis were designated :
as special Blocked nationals. It will ‘be shotn leter hov this techniaue vas
applied to persons in countries other the.n Argentina.

‘ Among the first to be :ecomm‘ended 'by the Treapurr fo; this so-called
| gpecial bloeking in Ccto’ber, 1942, were the two principel banke in Argehtina:,
Banco‘ de la Prqﬂncia .ﬁnd Banco de .1it Fa,cion; It was éonﬁendeﬁl that these two
benics, one ,.of v]:}ich was wholly év:‘md‘ and the’other half owned by the Argentine .
government, were the primary channels through which the finenciel transsctions
‘ with the enemy were being effected, a.nd that they rendered financie.l support to |
£irme pleced on the Proclaimed List. L‘lthough this racomnendation vent forth
to the Btate Bepartmént in October, 1542, 1t was actually one yeer before this

action could be taken and was approved br the Stete Depertment. Buch action was
L

-

not takon \mtil lovember, 1943. -

At the nme tine that this action vas taken vith ros'oect to the banks,
.this Government yursued a ;policy of not pemitting the ahipment of gold from the
United Btates to Lrgentina.. s A -’ v

In the uoantlne, roreign I’unda Gontrol eontimod to pee 1n Argentina a. o
threet to the Allted var errort:ff ¢ vas not nntil Jamrv, 1943 that the State
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' Depé.rtment vas actually prepered to agree with the 'I‘reasury‘_;'e-commendaticn thatl
t.he ffeézing_ confrol be extencded to Argentina. In frct, documents were predered
end signed 'bv the President authoriziné ttis action on Jemery 22, 1943, However, -
elnost one hour defore the _a,ction vas to be tazen end .anno'.unced by the White House,
the proposed freeze of Argentina was "<-alied off¥ for politicai reasons which were
not divulged to Treasury officials. Apparentiy. however, tp_e threat of this action

caused the Lrgentine'govemment to 1medié.tely announce & brezk in relations with

the Axis, Although it assured this Government thereafter thet it would ta'ze steps

to implement the financiel economic warfare program incorporzted in its legis-
lation, there were some in the Treesury and Sigte Departments who continued to

question the good feitk. of the Argentines in this connection.

It will be recalled that as late ee Februery, 1946, tbe'State Department .

lissueé an indictment azainst the Argentine relastionship with the Axis with a
view t:; 'a.efeating the Peron government, However, efforts were ﬁ.nsuccessful in
this connection and since then every effort has been made .to ectablish anmicedble
relations with Arggntina'. ‘ It is not ’intended here to elaborate further on the
‘relationship 'betweezi Argentine and this Government during the.we.r ané the abéve
is merely referred to s &n exanple of the extént to which Fo‘reign Funds 'Control- '
- watched the Letin Americg.n eitustion and made recommendetions with respect tc;
programs which should dbe cé.rried out by the Latin American countries &nd how
failure to :securee.ny coqperétion inl.this' conne_ction from Argentina almoet caused
thie Government to freeze Argentine funds in the United Stetes.

5. Speciel Slocked Fettonsl Procram, |

In aanitién to participating in Pfdciﬁimed.hist_pfoﬁlems..Fbreign

Funde Control was primarily responeible for._thé' maintenence, extension and policing

‘of the so-called Schedule of Blocked Nationals.
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It will De recalled that in éiscussing the Treasury pertiéipation in

the Argentine i:ra'blem :;efqrence vas mad.e_'v. to tl;e jfa.ct thét the Stete Department
apoproved our proceeding with an ad hoc ‘oiocldng progra.n with respect to persons '
end ﬁrms in .lrgexitina. Such persona made up the beginning of the. ao-called "Schedul'
of Oe*tain Blocked. Fetionslse®, Subsequenul the use of this blocking technique .
‘was extended %o persons and business enterprises in a.ll the Iatin Ameriéa.n
. countries. It was applied to- persons who fell 1nto any of three categories.

(1) Pernons recommendad for the ?rocle.imed List, yhoae inclusioa on

the List mmld e delayed to such an- extent that some imediate action:

vwas required to control its funds or its financial a.ctivities in this

commt:"y. |

(2) Persons whose activities would ordinerily meke them eligible for

Proclained List action but who could not be ircluded on the List for

politicel or ot.her local rezsons, | |

(3) Persons who were siroagly suspected of engeging in undesirable

activities or who were under investigation br our Mission ead where

it was probeble they had accounts in the Uni‘sed Ste.tes or m..,ht be

nsing its commercial channels.

The 1ist was not a public list in the sense of tixe Proclaimed list.

Bowever, i1t was circulated to the principal forelgn trade houses in this cmntry
subject to inetmctions not to forward the lists to their ’branchea or cor“esnondents
abroezd. It constitutod one of the watch lis"cs for consorship. It likewise
constituted a watch 1ist for éarsons iﬁ the govez\'nment; \-tho’ were cherged with the
responsi'bility of 1ssuing export and m:port licenses. Americen firma were not,

of course, ob].iged to o‘bserve the uta.ndard af conduct in local daalinge with
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epecial biocl:ed netionzls, iince they vefe npt expected_a to know v}zo they were,
The Control's ection, apolied t;nly t§ transzctions which touched the United State‘s.‘
In those ceses the Control's policy wae Ppractically as érastic as it was in
Procleimed List cases. |

It is important to inlicate in connection with this discuesion of
gpeciel dlocked netionals that the blocking aétion’.was ‘applied with“remeét to
' persons vho had no funds in this cou.ntry, but who vere likely to uee our "’inancial
l faca.litigs. In this way transactions were crug:t Yon the wing". For exemple, we
hed one case in wh;ch & thecic came up to this country_drpxn in fevor of & special
" blocked netionel end was preaénted and 'bounced" since there were no funée in
the sccount. The check was then sent beck to the presenting benk in Hew Yoric to
apply for permission to return the 'ch_eck to Latin Anmerice. Pemission wes denied;
instesd the New York bank colled the Puiled elphia bank and said "Let u§ know when
there are some funds in this account.”" In about 2 week ‘6:' go funde \ieré deposited .
to the eccount of the drawer of the check. 'i'hé. check wé.s then presented, payment
‘ma_de. end the funds depotited in e Genera}. Buling Yo, 6 a.ccéu:;t in the nsme of
\the special Ylociked netional. |

6. reign Pavment P

A furtker step in the direction of controlling Lc.‘cin Anerican finereiel
o:perat:.one even though unblocked arees vere involved, is represented by the 8o~
celled Foreign Payment Control Program. Actually, th.is program wag initiested bv
the Enforcement Group of the lleu York I’edera.l Reserve Bana

Essentially, 1t imvolved the policing of all foreign eccounts, Eight
of the larger commercizl benks doing & foreign businm;s voluntsrily particineted

in the progrem in cooperetion with the New York Iederal Baaoi've Benk, These bants

- 140 -

331629



http:inlicf.te

recorled, in the name of the deneficierr of the pzyment, all payments to the
debits of unblocked accounts domiciled outside of the United States, with the

excestion of those domiciled in the British Empire endé Icelané..' These banis

. Were recueested to report to .the Few York Federsl Reserve RBank deteils with resvect

to thoee foreign pe.menta where single pa,’menta were of sufﬁcient size or where
paymente to any beneficiary 'became repetitive. From the week:lv list of \:eneficia.ries
aubmitted. 'bv the banks the Federal Reserve Bank of New York compiled end mein-
tained a.n elphabet.ical card recort‘:‘. of beneficiaries. All the namesg were checled

by the Nev Yor': Fede*al against all infomation eveilahble in connection with

‘Foreign Funde Control operations. Where u_nfevors’ole informstion was found the

reporting benks Were requested to sup-ly deteiled information with ressect to all
traneactions in which any such persorn participzted,

The Nev York Federal served aes a pivotsl point forevelu.etin.g the
information submitted by the 8 perticipsting ban'zs. A‘I‘h‘e ouestionzmle ceses were
referred t‘e"'-‘o'e.shington for action. In some instences t.'ee suspicious payments
required further 1nvestiéation in one of the Letin Arericen countries, In such
cases the Cox;trel sent whet wes called & "Treasury Investig=tive Report" to the
perticuler country involved setting forth ell evaileble infornation witﬁ resoect
to the transaction at issue and the personslities in‘volveo. and descri‘o...ns the

field for investigati-n. In other cases, the informetion concerning suspicious

| “or unexplelned peymente or transactions involving persons in foreign countries

did not seem to warrant investigeation; however, it might ‘hrve seered desirsble
thet the information be sent to the aﬁpropriate mission, which, with its knowledge
of the persons involved and because of its general knowledge of the business

activities in 1ts respective country might be able fo evelucte the eignificence

of such facts. Acco f'd.ingly. such 1nforme.tion vas sent on and were entitled

1331630

- 141~



http:evelue.te
http:appropriP.te

*Preasury Enforcement Bei’erenées_.' Phe miésions were requested to report any
edditi'o.wl infdrmatioh d.evolopedAor in 1ts possepsion which might indieate

violations of this Government's controls o vae of such character thet it might

-

de helpful to Foreign Funde Gontrol.

.Is a result of the operations of this program many persons were

'qucially blocke&" sore vere pla,cetl» on the Proclgimed Iist; some vere "ad hoc"

blocked after an investigation of the status of jmfsims involved in the‘lmspicion“s f

. peyments. - S g : B

The Treasury, by virtue of 1ts pos" tion as & financiel department of this

Governnment and its specialized knowledge anc’. cxperience in bemd.ng, $axetion and

other financial metters, participateé’. in and discharged broad responsidilities vith . |

‘respect to the cpe*at* cns necessary to the li‘bere.tion of the occupied coa.ntries and ‘

the defeat of the enemy. The vitel importence of control of ﬁna.ncial trzns- ctions )
represented by the activities of Foreigr Funds Control has elready been indiczted.
The pame specialized knowlelge Which was used in the freezing control program to

frustrete the enemy wes e.pplied-to insure the success of the financiel operations

- supporting our own arkies. The folloving dlecussion will give some ides of these

-

responsibilities. » .
One of the fundamentel probleme was thet of furniehing our invesion * >
forces with adequate supplies of accepteble currencies to be used in the theater:

of var. Unlike the armiee of the aggx;eiaor netions, our armies Were not expec,tad.

"~ to acquire by loot and plunder the necéssary ﬁe.terials for effective militery

operations. Xn dotemining the tvnes of currency to be used in warions thezters,

attention vas given not only to nﬂitary consmerationa Yat also to other 1mportant

Lo e
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factors such as the geographic location and the politicel belligerent sietus of
the co.mtry in vhich the militarv operation was being conducted. In FRorth Lffica
and 1:1 the ea.rlv days of the Sicilean operations, the United Stetes forces uaed : |
the %vellow ”837" dollar; vhich vas a regular U. S, eilver certiﬁgate with a
distinctive yellow seal. This distinctive merk was adopted in order to maie such
currency readily identifiable,' thue ena'bling our forces to prevent 'the influx

into the area of regula.r dollar currency alresdy in the hands of the enemy., The
distinctive merk alno would have permitted isolation of this c;urrency as the
enemy hed subsequently gaiaed control of fhe area in which it wvas u_sed.. In It:ly,
our Allied forces used the Allied military li;je, vwhich wees made legel tender
interchangeable at per with the local 1iré cu%renc}f. In areas like Bel ~4um,
'Italy and Norway, our troﬁpa were provided with currency by the recognized
governments in exile. A epeciel Hawgiien sc:'ies of dollzrs was use tr the Navy '
in such plades 28 Guanm, the Bilberts and the Jepenese Mandste Isle.nds. In eddition -.
to these considerafioné. thé currency progran edonted was regquired to 'Be cazﬁn*le of
copirz with currencr manipuletions of the enery. For exemple, in Sicily, the eneny
afonted a scorched earth policy and withdrew or destroyed the currency stocXks,

thus depriving the nrea éf 3 circulating media, On the other hend, in ’i‘un_iuia

the enemy attempted to cause maximum difficuliies by floocing the area with

excess oguantities of currencr.

Oz?ce decision wesE made asAto the tyoe of cur-:ency to de uéed it was
evident that the d.iffe*ent considerationa 1eaé.1n° to the choice of the currency
@ve rise to important éifferences in the menner in wdch the accounts were kept
and the control vhich jlaa plsced ove: its iuue, qtc. The.*ream:ry adéviged the
military acuthbritias in conngction vith the aécounting procefures necessery “o thél ‘
W tinate adjustment of finesaciel meiters arising from militery operatione in a

1331632
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Once the type and amount of currancy need.ed by our ermed forces had 'been

determined, & deciaion was required. to be made as to the rate Lt woull be exchanged

, for loca.'l. currency circulating within the area..

In ad.dition to maldng decisions suck as tnoae already indicated other
1mportent prepantions were made. L‘Ll financial anﬁ. economic 1nte11i.gence ob- | ‘
tainable with respect to the areae to be occupied vere analyzed. Detelled reportsv
were prepnred on the principal banks aml ind.ustrial com‘bines for the rollowing
countries: Prance. Ealland Itely, Belgium. Yugoslud.a, czechnslova.:ia, !orw;y.
and I:u:rembourg. !l’he study of the bankint' and industr‘iel institutions required
not only an 1nvestigation of gll available aoujrcea in Washington, but elso in
the field. A !’he_control had a staff of experienced inveétigators in Few York
a.nelyzi’ng the records of soﬁe of the larger deris in New fork to obtain informetion
with reépect to fbreign institutione in eﬁémy controlled arezs 'vhich may have

been represented by ‘these Americen banks. As a result:of eminihg the credit

files, for examplé; of French banke in New York, it was discovered th-t one of

the banke which had been attempting to represent the North Africen authorities

subsecuent to our re—occupation, was one of the principal collavoretionist

institutions. This perticular bank, it was discovered, hzd been reorgenized in

1932 through the assistance of I-a:vn‘.‘.n-xhe Prime Hinister, who fe.cilitateﬁ. the

contribution of French Govarn.ment funds to the ban, I-ave.l dosignated as mager -

“of the bank a fr’lond and close assoclate vho stnce 193‘ had been Iponsoring

a.ctive a.nd friondly cooperation in Gamany and hed been hobnobbing with German
. studies,

V industrislists. In addition to theae ﬁna.ncial 1ntenigence/roports vere preparad
_analyzing the lews a.nd. rogulation: under vhich fina.ncial institutions opere.ted both

Pprior to and :lnsofa.r ae pouible dm-ing the occ@ation.

-
¥
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!reaaury representa;tives in North lfrica. d.cvoted mch time to securing

by the French of economic vari‘are measures for the whole of North Ai‘rica parallel »

~ to the ﬁna.ncial property controla axercieed in the United Btetes with the following
primery objeciives in mind: (a) ‘eliminetion from tl;e econom;c and financial

fields a.ll control and 1:ifluence of §erson§ vhose dctiﬂties vere known to be

or 1ikely 10 be inimical to the mcessful prosecnﬁon,of the war by the Allies' _ -

(b) the emlovnent of a1l measures necessary to prevent any further 'benefits
of any kind ena.nating from the area to the enemy; (8) addition of the Prench
African area to the poverful chain of natione uhose sconomic end finanecial reaources

vere mobilized in the struggle against the Axis,

Under the encou‘;ragement of the Treasury,0fficiels, Darlan, on December 16.

1942, es High Commiseioner of Prench North Africa, issued & resclution creating
the Ciredtion Du Blocus (Division for the Management of the ‘Blockede) under the
Secretary of Pm'eirn A.ffairs, to have cherge of the condu.ct of economic warfare.
The fundtions of the Director of Elocus were the sare as those provided for
the Minister of. _Blocué in the Metropolitan French law éf 1939 and comprised

(a) control of all bank accounts and funds; (v) control of commercial trensactions;

. '-::;a

(¢) control of censorship and (4) sdministration of enemy property and elimination - .

of enemy in‘luence over French affeirs. The French North African authorities,
pursuant to this auihorization. proced.e&. immediately with a program similer to

the freezing control programs being exercised in the 8tetes by Foreign Funde

Control. lcconntu ‘and funde of enenies Vei'e blocked,‘ye‘i-son'e whose names eppeered .

. on & specisl 1iat vere blocked, and no aativities could take place vith respect

to these blocked a.ccounts vithout pomission of the kcha.nge O'fice. Under the

contimious oncouragament of the Treasury rcprosentativqu. thg French 1nstituted. |

Coowes 331633




a conmrehensivo protram of internationa.‘l fimcial and property controls. Eow;- '
" ever, 1n these e:tforts they were constantly net by the reluctance of the French

to break away from their traditionel nquostration proce&ure and their hesitency

to ta‘ke‘ any measures which might penslise .‘l'renchme;:_. _ |

In cbnne'ct:lon vith the aiininictratioﬁ of the French ¥orth African
oconon:lc wa.:-fa.re neamres, the Treasury repreuontatives Played a very dominant
ﬁl:?:ﬂy as vvidencod by their attemots to secure the sﬂoption of sdequate measures. _

"‘Imt in their mking available to the Elocus mthorities m. fma.ncial intelligence g
information awailable to the staff of ‘I‘oraign. Junds Control. We were continuously 4

‘ cognizant of the foct, not only in éoimec’t:lon with North Lfriéa but in ‘all‘.the o
areas ‘su“bseauentlv 'J.i’berated fhat we must afford every assictance to the liberated‘f-.;
governments who for meny years had been oparating in exile and could not have
availeble to them information with resdect to all the damage dcne to their respective
countries, particularly on the tinancial and olonomic fronts. (

- It ig aprropriate to point out at this point alsc that we took steps to
proceed with the unblociing of the assets of liherated countries only after we were
assured that each of these count;'ies had adopted adequate economic and financial

 control messures to eradicate eneny interest within their jurisdictions. In thie
connection we supplied each of the gove:;mnents with all information avla..ilz:’ble
to us to assist them in this praject. The oradication- of enemy interest within
their rupective countries was an 1xporta.nt premquicito to securing the defrost;ng
of their funds in the United States as will de indicat ed bolw. :ln order to insure
that none of the useta in the D‘nited Statas held in the name of these conntries or. l
in the nare of thair na.tionalc cm:ld uach the hand.s ef mnoniea. Horeover. 1t«\ras

A inportant that thue lel.‘borated conntriet act vith us 1n m uni!‘orm program to |

oradicato Geman ana Japanane 1nf1uence vhich ha.d |o notoriouely penetra.tei ‘many

EL I
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of the Western Buropean countries as well as the United States in preparation for

® World Var II.

’A‘,A e i

Early 1n tho spring of 194K the “raasurv Department was u.rgentlv requested.

to #.ve technica.‘l. assiste.nco to the Lrn'a in conductivxg its fine.ncie.l 1nVesti:'e.tions

within Germany asnd to usist :ln the este.‘bliahing of ﬁnancial controls. In view
" of the unique opportunity which German capitulation affordea to o‘btain valmble

1ni'o:mation from the files and records a.nd the top personnel of the German 1ndustria1

%

end ﬁnancial enterprisea,,it was decided thatr thg Trecsury wvould assemble a growp ..
of people egqiipped for this work and that Mr. échmidt, Director of J?oreign Mé.s
Coatrol, lhould proceed to- Germany to assist in getting these operations under
- wey.
| In May, Mr. Schmidvt and approximately 20 ‘peoi)le' préce‘eded to Frenkfurt
where they were able to ‘Begin their invastigations almost immediztely after ¥E-Day.
' Some id?a of the type of werk done cen be gathered from the following
brief cé:menta with reépect to the work thét vaé done during theA six ‘veelzs from
the' middle of May to the end of June; 1945: v |
, Most of the filee of the head admi#istre.tive ‘braﬁéh including |
the private tiles of mny of the top men in I. G. Pardben, are in the poaseasion tv
of the fimcia.l 1n'rest1gative group. Jmong the more striking of the -
nateria.ls alraa,dy 'ancovered have been
'(1) the plan follwed. by I. G. Farben 1n 1939 to

® . camouflage more effectively I. G Tarben in the Briss
|  Compeny, T. & chemie. ‘and the General Aniline Fils

i Gorporation -8 $60 nimon .lmarica.n chemicel combine
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owned througii I. G. Chemie, These fiadings give ‘:strbng -
sup-ort to this Government's action in fes’ei‘ng Genersl
Aniline Film Corporetion. | A, ‘

: ‘(11) 4 secret 1ist of 701 enterprises ('both within
Germany anc. thrOughout the vorld) in vhicb I. G. Ferben
has an 1nterest. This 1list indicsz es the nature and A

. extent of I. G. Fo.rben'a interest in each company and the
intermediary through vhich the .‘mterest 18 held. ;‘his

‘J.ist vill be inveluzble in 'u.*:ma'v'er.'f.mfa Farben industries, : 5
hitherto effectivelv camufle. ed located throughout the |
world. ' : \

(111) Minutes of topldirectors‘ meetings in which
importznt policles and plans of I. G. Farben were dig-

~ cussed. - Among the su’bjedts to which such pepers relzte
are: I.G. Farben's plaen for postwer Europe on the as-
surption bf German victory; a plen to "break up" I. G.
Farben into three or four dif’erent corpanies should

circumstences require thet I. 5. Farben be @iseolved;

| conslderzstion of the e:t“‘ectiveness‘ of the Americen eco-

nomic \rarfare progren in Letin Americs; etc.

() Hobert Bosch of Stuttcart.
In this cese we have been able to pfové conclusively thet
1mporta.nt Bwedish interests (Btocs:holm's Enskilda Ba.nk whieh s con-
. trolled by the Ua.llen‘nergt) vhich acquirod the American Bosch company
| from the Dutch Bank Mendellsohn and Company in 193., vere acting for

» 331636
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" ‘Bobert Bosch of Stuttgart and have boenoerving as a cloak for these
Germn 1nter§§§c ’sinﬁe that time. ﬂ:{osd ﬁnd.ings dupport the vgéting of
the Am.erica‘x.{ .Boscl‘xr Oon@a.ﬁ;: ‘hythe Tnited Btates Government, fﬁich has been
ltrongly protosted by the Dved.ish Govermnent.. It élao &emnefrates the .
}neffectiveness o:t the prssent Dwedilh controll and. 1f properly used,
’nhoald serve as a otmng 1ner to forca ﬂved.en to a.dopt ao eﬁ‘ective
, ‘yrogram V '
(c) m_&mmn_mm

We have a.lrea.&v uncovered valuable 3.nfomtion cancerning the
.control of a Dutch holding company vhich controls much of the vorld’s
rayon industries. Should we be able to establish & substential German

interest in the Dutch hnid.ing coixpan,v,‘ thé vesting by the A P.C. of three

lerge American companies would be in order. Evidences being uncovered 1n’
Germany, ae of the end of June, pointed to a gubstential German control
of the Dutch company. A .
(&) Zne Gorman Stecl Cartel.
Important Arnes of th;a German Bteel Cartel were found ebout the
midéle of June. - Includad in these files were top policy correspondenco ’ ,
| 'vith the Unitea Sta.tes and Letin America rela.ting ‘to steps teken to camouﬁaging

.so.“

German 1nterest in American concerns and to protect the Iaatin American
by
mrk:et for the Gema.n 8tee1 inmutry dnr:ln.g the var. AR

_‘ (’) .

m sme avad.ish lnterostn vhich were canmﬂaging for the

oo

K G-emans 1n the lmerica.n Boach caae azercise control ovor Suodi-h s.x.r.,
Vvhich outemi‘oly ovu m Germn le.u}earing nom‘nins. Infomtion ob- -

5 -'..,. RR P e

'mnea 1n thla cm.ntry 1eah u io mspect that the Gemna hne rn'bstantial‘
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control ot'er .S.K.I‘F. Bweden whickh controls the S.X. T, inauatrv throughout.
the iorld. Investigation o thie cose was Just ‘baginning late in June,
(9 Zne Ford Company of Coloze. - |
Ini’ormation obta.ined in the recort.is of the Ford Compeny slLowed .

the mnner in which the German Governmant cmsed Jmerican 1nterests. such ae
Ford d Dearborn, to help nupplv the Gernan Government with crtt:lcel materials
in 1938 anﬂ 1922, Aleo d.iscovere_d was the fact that. _tha .Dlrected'. vaa an

-‘ ardent an_d._active lﬁzi decoreted for hia services to the Nezi pertr; Ford

" of Golognie, in April 1532, contributéd to the birthdey ﬁmﬂ. being raised by

the Hazi Party for Hitler's 50th birthdayj ?ord. in 61‘6.3: to Gemanizg the
company, uolglvdpc;% of the stock of the company to-!l;and-picked‘ German industries
et half the merket value, of which I. G. Vi‘a.'rben received the largeét share.
The :oiegoing wes accorplished by a corperativelr small staff with |
very primitivetoperating facilities. Addition_ai professional ;nd stenogrephic

~

personnel were seat to Germany as 1t was expected that much other 1nfo_rmatién | i
| of great iuportanca;could be uncpvefed; | |
In sddition to the assisting of these investigztion, the staff, under
the direction of Mr. Schmidt, assisted in developing cgntrols to be osta’biished
in Gem with reséect to all foreign agsets of Germans and for administering an
internsl blocking control. | o | V _
!reamry pe.rticipzted actively in the Geman 1nvest1getive progranm for i
, npproximately six months a:rter which time the Var Department took over complete
. responeldbility for this Job. !Bhose of the !Eree.my paruonnel already 1n Gemany
coulc remein in G-emany and ‘be tranaferred to tha War Department pexroll.
' In Becen'ber. 1545, Ereaenry parsonnal comanced to return to the Sta.tes..

ﬂmse who remained in Genrm&.m;r becene Wer Department m]ovoeg, The Stefe and War .




Departments were now responsidle for all policles for Germany and Treesury's
role in this connection under the Trading with the enemr .Aé.t es applied to Germany

was determined by the State and Wer Depertments..

It has alreedy been shown how the se'curitie.s'. ert end currency control

progrexs of the Control were the s?eg:iﬁc meegures edopted to strike et the enemny

“looting iacti\cs. It waes alweys an objective of Foreign Funds Control to defeat

the measure of Wazi looting. In fect Athe:t ver; act of freezing tﬁe funds of over-

run countries was directed towards mullifying ‘the Nazi attempts to acquire control -

4

of the assete of these over-run countries.

In Jamary, 1943, this Government #ept on formal record in supmort of
this aspect of the Trecsury prograrﬁ and issued A fo}ml deciaration fRezerding
I’oirc'ed '.fmsfers of Property in Enemy-Controlled Territory®, to which g1l the
Allied goveraments gubecrided. The Declaration of Jeanuery £, 1943 issued in‘
this connection provi_ded: es fol’lows: .

The Union of South Africa, the United Stctes of Americe, Australie,

Belgium, Cenede, China, the Czeéhoslovak Repudlic, the United Kingdom of
Grect Britain and Northern Ireland, the Union of Soviet Socieslist Republics,
Greece, Indie, Imxem'boufg. the Retherlands, fewhe.la.nd, Rorwa, Polend, _
Yugoslavia, a.nd the French Nationel Committee. . o T om
, 'Eérebf issﬁe a formal warning to ell concerned, end in pertituler to
)'persong in neutral countries, thet they intend to do their utmost to defeat

the methods of dispossessl on practiced by the governments with which they

- 151 -
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ﬁre “‘at‘war aéa.inst the countries and peoples who heve been 80 vé.ntonlﬁv

‘ #ssmilted and degpoiled.

| ';lccordingly ‘the goveraments makinz thie decleration end the Frerch
Hationai Gom:!.t:-tee res§fve 2ll their f:lghts to declare iovalid any
.tra.ztm"era of, or deaiings with, ‘proﬁertV. righte and interests of eny
description vhatsoe'ver which are. or have been situsted in the territorles )

wh:lch hs.ve cone nnd.er the occuoation or control direct or indirect, of

the govermnents with vhich they are at war or which 'beleng or heve belonged,
to persons, ircluding jurit‘.ical persons, residants in such territories.
This warning apalied vhether such transfers or deelings heve telen the form , |
of open looting or plunder, or of ‘transactions apoerently leg=l ;n form,

. even when they purport to be volﬁntarilfr \effecteﬁ..

*The governments meiing this declaration end the French Betionel

A, Committee solemnly record their solidarity in this matter."

e

Subsequently, on February 22, 1944, the United Stetes, United Kingdom
end Union of Soviet Socizlist Republics issued & speciel declerztion with respect
to "Gold Purchases® - not to recognize tfansfers of 1ooto§ gold aﬁd not to purchese
gold from the neutrals which ecquirkd such gbld. from the Axis povers, Specifically,
the Detlaration on Gold Purchases provided as follows: ‘

’ %0n Jenuary 5, 1943, the United States and certzin others ‘of the .
Unitel Nations 1ssued s varaing to all concerned, and in particuls.r to
’persons in neut-al countriea. that they intend to &o their utmost to
defezt the methods of dispossession practiced bty the governments with .
which they are at var a.gatnst the countries and peo;?les who have been s0
. va.ntonly aspaulted and dospoilea mrthemore, 1¢ has been announced

many timea that one of the pnrposes of the ﬁnancial and property contzols

e j_fl_1331840
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of the United States Government ig to prevent the licuidetion in the
United States of assets looted by the Axis th*ough duress and concunst.

‘One of the particuler metaods of di spossession prec yiced br the
_Axis povers has been the illegrl seizure of large amounts of golo. 'bclon'-ing
to the nations they heve occupled end plundered. The Axis powers have pur-
ported to‘ sell such looted gold to various coimtries t.rhich contimie to g
‘meintein diplomatic and commercisl relations witﬁ thé ina. such golti thefe‘oy -
pfovi&iné an important source cf foreign exchenge to the Axig and enabling

the A:ds to obtain mch-needed uports from these countries.

- 7{-:"'. ’

$The - 'United Stetes Treasury has alree.dy taken mee.su.res ﬂesigned to

protect the aasetg of the invaded conntries and to prevent the Axis from
disposing of looted currencies, securities, and other looted assets on the
world market. 8imilerly, the United Staﬁes éovern!:xeﬁt cannot in any way
condone the‘policy of systematic plundering ado;ited by the Axis or per ticipate
in eny way directly or ind'irectly' in the @aﬂﬂ riisposition of looted gol'é.. ,

*In view of the foregoing facts and coﬁsiderations. the Uni'ted States |
Government formally é.eclares tha‘t it ‘doesrnot end will not recognize the
_ trensference of title to the looted gold which the Axis at any time holds
or has digposed of in world markets. It further decleres thet it will be
| the policy of the United States Erea.sur& not to buy any gold presently locsted
outside of the territorial limits of the Uns.ted States from any country which
hes not broken relations vith the Axie, or from any countrv which after the
date of this announcement ecquires gold trom any cauntry which has not
‘broken relét;ons vith the Axie, ‘unle‘ss and until the United States Tredsury
is m:l.y satisfied that such gold 18 not gold which was acguireﬁ directly
or :I.ndirect{ly‘f'rom the Axis pqvei-s or 4s not gbl:! whick any such country hae

- 18B -
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been or 18 ensbled to release as & result of the acquisition of gold

directly or indirectly from the Axis powers,"

These two declerations were directed primrily towarés the neutrals
since tley were the wly countries ih? éonti:med to éo busif;ess with both sicdes
Guring the war. In fect, 1a August, 1944, the ‘fvollowing epecific :eqﬁest vas
adéressed to the neutrals in connéc:tion with the ’éolii pdlicy:
| %0n its own behalf — ‘governmentkill'n.ot a.cquife any interest in
or receive for deposit gold 1# which eny peraonﬂin Germany and associnted

countries, of occupied territories, lias en interest, end the receint or

scguisition of such gold or of any interest in such zold by persons or

N T Ve

entities with — jurisdiction in cluding _thé ~ nationel bani, will dbe
i‘orhidden by the -~ govermne nt. Ho:eover it 1llud.ll not permit the importation
into =——=-- for safeikeeping or for storege in bond, gold in which eay
individuel in Germany and e.aaociated countries or occupied territories he.s
an interest, nor Qill the goverament of —;- allow itz currency or other
currencies to be‘m'ade availab;e on behalf of, or to, eny such Dersone es
descridbed in foregoirng Br or egeinst gold hel& ir —wee= glready."

In August, 1944, the 44 nations represented at the Bretton Woods
Conference a.dépted Resolution VI, which not only was directed to the pi'oblem of
Germen externsl aasets.'but to tae problem of looted proverty imcluding looted“
gold. Resolution VI read as foliow;: '

®*Whereas, in anticipstion of -thelr impending defeat, enery lesders,
sneny nntionals, aﬁd their colla'borator;s are_trapsferring .assets to end
fhrou@ ﬁ;utral countries in order to éonceal f}iem anf to perpetuate their
. 1nﬂuencc. pover, and ability to plan future a.grandizement and varld :"fa

donination. thns Jeopar&.i.zing the ef"orts nf‘ the United Hations to estzblish

s 331642
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and permenently meintain pesceful internotionel reletions;

’Whereas, enemy countries end their netionals hpve taken the prope*tv ‘
of occupied countri es and thelr na.tionale by open looting end plunder, by
forcing transfers under duress, &8 well as by subtle and oomple; devices,
often opersated through' the agency of thelr puppet govefnments. to give the
cloak of legelity to thelr robbery and to secure ownership and control )
of enterprises in the postwar perlod; | ' '

"i!horeg.s. enem; co::.ptriée end 'th‘eir. nztionals have elso, throuzh seles
end other methods of transfer, run t~he chein of their ownership and control
throush occupled end neutral countries, t‘ms meidng the prc"‘lem of &isclosure
a.nd diesentanglement one of internationel character;

Whereas. the United Hotions have declereﬂ. their intention to éo their
atnost to defeat the methods o“ disnoa ession precticed by the eneny, have
reserved thelr right to declare invalid eny trznsfers of property belonzirg
to personeg within occupied territory, an? heve tz’ren messures t¢ protect
and sefeguerd proporty,_within their respective jurisdictions, owned 'b,v‘
okcmr_oie‘cl countriee end their nationals, es well es t0 prevent the disposal
o:t‘ loct ed property in Unif.ed Nations merzets; therefore |

#The United Nztions Monetary end Finenciel Conference

1. Tekes note.of and fully supporAts steps teken by the United.l?ationo
for the purpose of3 | | |

(=) Uncovering, segregating, controlling, and maldng aparopriate
disposition of enemy assets; ‘ v

(b) 'Preventing the'liguidetion of property looted by the enerv,
loceting end tracing ownership and control of such loocted property,

end taking appropriate mecsures with & view to restoration to ite
lewful owners; |
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02, Becomnends :

- Thet all Govermzents of countries represented. et this confe“ence ta.zte

action consistent with their relstions with the countries at wer to cell
upon the Goyernments of‘nev'utre.l countries |
‘ (a) %o takek 1mm§diate measures to prevent eny dispoeition or treng-
fer within territories subject ;oo their jurisfiction of a.ﬁ.v
(1) Aesets belonging to the Goverzment or any iﬁd@viduals
- Aor :lnstitnt_iéﬁa vif.hin those Uﬁited Bat;oﬁs occupiéd ‘ny the
enen:y,. and ‘ -
(2) Looted gold, cur*ency, ert o‘bjects. securities, other
evidences of ownershi;; in financiel or business entemrises
and of other assets looted by the enemy; as well as to unoover, .
segrezate and hold ot tﬁe édisposition of the post-lideration
enthorities in the apprbpr‘?!ate country any such assets within ,
territory subjec£ to thelr jurisdiction; ‘
(») o ta...:e immediate measures to prevent the conceelment b

fraudulent means or otherwise within countries subiect to thelr

Juri sd.iction of any

(1)  Assets belonzing to, or alleged to belong to, the Govern-
nent‘of any in&ividuals or institutions within eneny countries;
- (2) Assets belonging to, or a.lleged to 'belong to, enemy ‘
laaders. thelr associctes o.nd. collaboratora' and
to facilitate their nltimate d.eliverv to the pos t-armistice euthorities.
‘ Bone of the neutral countries had ad,optad any of ‘thesge resolntions b the B
_. time hostilities cessed. In ¥act, in February, 1945, & special mﬁ_.ss.*_on, the
so-celled Ou.r:'ie Ilisaion; c&naiﬁting of the U.S., ﬁ.K. erd Freach repre-
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sentatives was sent to Switzefland to ae;ure, among;‘ot?:e;" thinge\, e commi t-
ment on this gpld poliey. . . |
The following results Were achieved by thg Currie Mission:
) .ﬁc_{,‘ tzerlend Froze g;LVJ, Germen 'Lﬁsg‘_gg. ' )
bn ?ebmé.n; 16, 1945, the Bwiss Federal Governmen: iseued a
decree freezing 2ll assets in Switzerlend of Germane e,p& persons in
Gergan =gccupied territory. | |

Significently, Berlin, immediately after the issuance of tkis
decre;, recelled home the economic mission wﬁich it had gent to nego-
tiate with the Swise. |
&) Switzerlend igreed to Teke Other Freezing Actlon.

The Swise Government egreed to.ti‘ghten certain elready exist-
ent freezing controls anf, upon the receint of 1nétmctionua from
us, to freeze the assete of Japan, Mnlend, Pumenie, and Bulgrria.
The freezins of Finland, Bulgerie, and Pumanie wa; postponed in
order thet we might first glgéer such ection .with the Russiens, inag-

mach as the RBussian Government &1& not participzte in the negotiations.

It wes decided by us to postpone' the freezing  Jepen for reseons

which I will be gled to explain orally.

In thie connection, the Swies Government &lso declared in ‘
writing that it will ®prevent the concealment,.tiispoeing of, or B
dissipe.tion of assets of pérsoﬁs f£elling under the verioue block-
ing decéegs issued by t}z‘a Sviés Gwerhnent in the peet or vhich it

‘ will enact in the future or the execution Qt transactions for or
‘ .

‘on bYehalf of such perscné designed to ilu&é or evade such con-

; frols a8 are nov in effect in in Bwitzerland or hepeafter estzblished.®
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&) Svigs Black Markets in Dollers gnd Other Foreizn Ourrencies
Heove Been Elimineted. : 8 . :

The Swiss, by decree of Merch 3, 1945, heve prohitited the
importation, exportation, and all trading within Switzerlend in the
currency of any fereign counf,x:«r. This mezsure stops ell _'blgcl: marzet
dealings in dollers, sterling, francs, etc. and prevents Germans Cta g
- from continuing to eell in Switzerland currencies they ﬁzive ta'ten

,:'trom occupied coxntries.

The Swigs Government hes agreed to ceese purchesing any more

gold from Germeny excevt to p:évide fundg for German diplomstic
‘expenses in Switzerlend, care of G-ermah priso'ners of wer, ard pay~
“ments to the Americen Red Crose. | ds e x;esult of this ‘st.evp, pey~
ments made by Germans to persons in Bwitzerlend, i;zcluding perments
to stend-still creditors, will cease, & nce the Gernang were ac‘-'
quiring Mss,francé with which to meke such p'a;ments b the sale o“f
gold. |

| In this connection you will be interssted to leern thet Mr,
Weper. Preeident of the Swiss Kationai Benl, made the obeervation to |

me thet he eupposed we did not realize it, but by forcing the

4.

Swigs Go*c:émm;nt to cease purchesing gold from Germeny we were ef-
- fectively Ki1ling the Bank for I'nte;rnéti'oml Settlements. He ex-

pleined thrt the chief assetof the BIS was & cleim ageinst Germeny
Aand‘that .the oﬁly way in which _'this clainm wes béing liquid-ted was

Yy the use of German gold.;

- 158 = .
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Ehe.Mss Government agreed to take a census of all assets
held in or through Switzerlend by netionels of ell countries now
or hereafter sutjest to Swiss _ﬁ‘eezing decrees. ZThis means a

census of the sss»ts of all Buropeen cozntries other than Sweden,

‘ Bpeln, Portugal, and Turkey. In agreéihg to teke this census,
Athe Swiss recognize that for the first tire in Swiss history all

‘bg.n}:s‘, lawyérs. holding "compe.hies. etc., "1‘11 be forced to dig-

close to the Swiss Govermment the names of the true orners of

asgets being held through Switzerlend., Thie commitment wag

obtained with great difficvlty and only becauce the Americen

delegrtion was gdamant.
Foundation Leid for Securins Swige Cooperstior in Fost-

- Wo- AMlie¢ Control of Germen Exiernal Asgets.

The Swise Government is now com bted not to releace German
blocked essets without ﬂrst consulting the pos*ﬁwar Alied
Militery Government of Germeny. ?his result was achieved 'b;f
pressing the»Swias to a.grée not to relex eny of its freezing 00;1-

trols without consulting the government of thé blocked countryr.

In addition to.its importance in the Germen progranm, the commitment:,

will be very helpfrl to the postwar financiel programe of the 1lidb-

erated countries.

3u

' The Swies Government mede & general commitmeat on its own’

| behalf and that of the Principality of Lichtenstein to prevent tke

territory of Switzerland and Lichtenstein from being used "for the

-9 331647
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d.icposa.l concoalment or recention of aaseta vh..ch me.v hrve been
' taken illegally or nnd.er du:resa during the var” and that "every
facility vill be given to ‘the dispossassed ovners to claim in

Bwitzerland aad Lichtenutein their aasets found there. ;
In re'tu:n'foi- the foregoing, we geve nothing t_o the Swiss.

B "!hia.schievenent wag nade péusiﬁle"q'x;l& becauee Hi-., Ourrie
was willing to throw his full weight béh;ng. this aspect of the
nag&tiatiéﬁs ahd Vto‘ta.ke the'position that action by the Swise in
" thie sphere was a .ine qua non of ang trade agreement between
Bwitzerland and the Lllied ‘countries represented.
In theae negoﬁiationi?/ull as in all the negOtiet:_lons looking toward the
‘original gold declaration, Bretton Woods Resolution VI, aenc subsecuent develop-
.ments. r@fesente,tives of Pox;eign Funés COntrol pléye& 'a dominant roie. a.lthrr:gﬂ

~ the ectual negotiations with the neutral governments with respect to German externpl

asgete and looted gold vere the prime resnonsibility of the State Departrent.
Accordingly, it ie considered apprppriate here to review the history of the nego- -
tiatione with the Swiss and Swedish governments which were conducted in Washington’

-

in the spring and early summer of 1946. » , . L
The upom.ﬁce vith which the Allied Governments vieved German ),
oxtarnal asaets, espacially in the neu.tral conntries. vae empha.sisea in o
the Potadmn Declaration of August 2. 1945 hsned 'bv the governnents of the ~
Unitod Statee, United Iingdom, aml Union of Boviet Socie.liat .'Repnblics. |
_. T Articles s and«t of m- Doclaretion provid.ed that tho Allied Control Couacil
B " for Gemny ahmld. uerd u ebatml'ovor and have tlw paver to tuspoae of

e e
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German externsl assets not alréady uné}e: the control of the United
Neti-ns, In addition to e.llocetins the’ d-spositian of Germen external
assess, the Potsdam Declar~tion provi&ed tht the Unitec. States, United
Kingtom, and other appropriaste mexmbers o:‘ the United hations, exclusive of
the Union of Soviet Socia.liat Republict, vould derive repare.tion paq'ments
from Germa.n ax’sern&l assets in neutrel ccuntries.

~ On October 30, 1945, pursuant to the Potsdan Declaration, the Allied
Control Council for Germeny issued Lev Fo. 5. One of the prime.ry objectives
of this vesting decree’ vae to‘ pronote 'i#pefnatiom peace and collective |
oécurit;’v by the elimination of ,the German’war f:ot‘e‘ntial.'

In Fabh;gry 1946, the Swises CGovernment v’gs invited to send a
delegation to the United Stetes to discuss with répresentatives of the
Governments of the United Stetes, United Kinziom, a.nd Fronce, ousstions
arising out of Law No, 5 ae it related to Germen external assets in Switzer-
lend and thé Prﬁncipélity of Liechtenstein., The representaiives of the
United States, United Einrdon, gnd France were glso acting on behelf of
the goveraments of Albania, Austraiia. Belgium, Caneds, Denmari, Egvpt, ‘
Greede, India, Luxenbourg, FNorway, New Zealend, the Netherlands, Gzéchdslovald.a: '
Union of South Africa, ancd Iugoslavia;. ‘ o

""he Swise Foreign Office was advised 1n£omally thet the dig~
cuuions in washi.ngton would deal with: (1) the mrshalline. and limzidation of
Geme.n assets in Switgerland and the utilisation of the proceeds from the
liquidetion for reparztion purpo'sve‘s?;' (é) Aproced.nres for the fetur:i to rightfui
§vners of loot ed.l property, iﬁclud.ing’gold looted by ‘the' 6ermans wh;ch migcht
heve found its 'vaﬁr into Switzerlend, .In aﬂﬁition, the “,lllied. Goveraments
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ilndicated that after theae ‘basic otjectives had been Sttc.i ed they would
| teke up vith the Swiss Delegation ques..ions relating to the Proclaimed and
Statutory Lists, the gtatus of Swiss assets blocked in the United Statgs,an{i
other .&lliea Nations, and Bv:lsa cla.ims age.inst Germany.

In February, 1945 l!r. Randolph Paul wes &esigﬁated Bpecial
Assistant to tﬁe President in charge of the A;lie&—&ias negotiations for
‘ the United States Governme“n"c.l ~ Jor two years du:;ing the war Mr. Peul wes
.A'Gene:-el Counsel of the Treasury Department and Aeting Secretery of the ‘
Trespury in cha:.'ge t;f Fareign I'u.nd.s Control. Mr. Peul was chiefly assisted
in the negotiations 'b'v representztives of the Stete Department 1ncl*zdzng,
among others, Mr. Seymour J. Rubin, Deputv Director of the Office of Economic
Security Controls; and oy ‘representztives of the vTreasury Depa.rtment including
Mr, Orvis A..Schmiét, ‘Directo:‘ of Foreign Punds Control; Mr. Joseph B, |
'Friednan, Assistant l:eperal Counﬁel; M. Jemes H. l(aﬁh, Treasury Représen-,—
tative, Americzn Legeticn, Bern; Mr. Melville E, Locker, staff member '.of
the General Gounsel.‘s Office. of the Treasury; and Mrs. Rella R. Shwartz,
Chief of Enforcement Division, Foreign Funds Control.

Mr. F. W. McCombe, Chief of Cha:;ita'«:ie Institutions, vas‘hea& '
o;‘ the delegation from the Fnit'ed Kingdom. MNr. NcCombe, whovhgé been in the.

British'mm‘bassy in 'lasllington during the greater part of the war, voﬂ:ihg ,

" en econonic varfe.re pro'blems, wae assistefl X7 l!r. AJl:ert Frost o the

‘SBr.itish nmbassv in washington. ,

¥r. Paul Ohargueraud ves hea of the delegation fram Frence, e
vas Director of the Blocus Divinicn of the J'orcign Orﬁee anﬂ. sexved as
I'rench represantavive on the Onrrie Hinio.n. llr. Dharguerau& vas usisted
.by K. BEnile Guionin of Bloc':s, and’ Hesers. Hercel Valdie and Bernsrd Peyrot -

.=
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des Bachone of the. French Embessy in Bern. _

Mr. Welter Stucld, Chief of the Division of Foreign Affeirs,
Federsl foliticel Department, was Head of the Swiss Delegetion. Mr, Stucii
was assisted by 14. Eﬁefha.rd Ernst RBeinherdt, Chief of Federzl Administrrtion
of Finence; K. .ﬂ.freti Hirs, Director Gén‘er&l, menber ¢f Directorate, of Swiss
Bztionsel Bank, M, Max Schwad, mrector; chaj.m of Board, Swise Office of
Compeasafion; ?fpfeasor Dietrich Schindlef. ﬁegél Consult ent, Federzl
Poliiical Department; M. Reinhzrdt Boﬁ, Chief of Claine and l‘oréign Interes?s
Sec'tion, Federal Afu'olitica.l Departmen.t; and g group of technicel e&perts.
Professor William Bevoerd was alviser to ibhe Delegztion.

The Allied-Swiss negotiatibﬁa were cﬁnducted in ‘:{as}:ington.l Tae
~first plenary session was held oh March 12, 1942, -In his. opening stetement'
Mr, Peul advieed t’he Swiss that:

(1) The duel objectives of the nezotiations were to eliminate

the G¢rman war potentiel in Switze_srlané, and to mai:e 2ll vGeman as-‘
sets in Switzerland aveiledle for reparatioas.

(i1) The Allies in no way qaesﬁioned ihe principle of neutr=lity

and were fully cognizent of Switzerland's difficult position during
the war. | |

(111) Tre Allies sought complete cooperztion of the Swies in

k2
C e

making Germen property: and’Geme.n assets availatle for reparation
and :ecoxistmctiox; in euch a manner as to eliminate the use of Germen
assete in Switzerlend ~fo: future wer or aggressi-n. In no wey weas
neutral pfoperty nor assets of Switzerland or her nationnls encompassed

within the Allied objectives.

- 163 ~
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Sperely Mr., Stucki, in his opening remarike steted that:

. o | (1) Switzerland's wer record during the wer veers wee gbove
reproach, '
(11) &ritzerland'had long oppoéeﬁ fa!iism. ’
(111) The Swiss opposed Aeppliéati‘qn of Law No, 5 to Switzerland
~ as an act Iin contravention of Swiss sovereigznty. If the Hitler
Govérnment had nade such & request- of Switzerlend before the out-
‘o:eeic‘o:‘ the wer, or during .the _var.' the Swiss Govgrnmént would
‘not heve honored it. The legel atatgs of the Allied Control Council
in Germeny was no different then the legel status o‘f the‘zqﬁitler
Government of Germany. |
(1v) Under the S\;is_s constitution the Swies hed no Tight to
expropriste any aséets in Switzerland nor to haend them over to g
« b{/' B ihird party. Looted propefty, however, could be fetufned t; lawful
| owners;
(v) If it were possible to find & solution thot would tecze
into account netionel and internationel law, as viewed by the Swiss
Government, the Swiss "would be most happy and very reedy to co-
| oi:e:éte with all good vi_li toyard this reelization.?
During tixe first veeic of negotiations the S;tise dealt .al;nos.'c, “
- exclusively with their view of __tha'lega.l p'bstaqles to the application of
faaw Ko, 5 to Mtzerla.nd. On Nerch 19, ‘the Allied Delegetions set forth
their views on this flegal queét.ic‘m, in a memorendum to the Swiss as follows:
. (1) T!;e Lllied Control Council ifor Germany constituted the pre#ent
. de f2cto gover@ent of Germaﬁy.' - : |

*
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(11) The only legal ect necessary on ‘beh}a.lf of the Swies Govern=-
ment was recognition -of the binding effect of Law FNo. § in Switzerlend
under accepted principles of comity and internstionel \Vlaw‘.-

(14) The Swiss feat thet Yong fide refugees fron Germany would

“be covered by the ferms of'Lax ¥o. 5 was unjustiﬂed. Article 3 of -

Law No. 5 made the lew appliceble only to gesets owned by German
nationele who enjo&e& full rights of Gernen citizensﬁip under Reich

law at any time eince September 1, 1237, and who at any time since

‘thzt date hzd been in the territory then under control of the Reich -

Government. Accordingly, m Lide i'efugeeé in Switzerlend who were
deprived of their citizenship by the Hurenburg lews, or politicecl |
refugees whom the Germen Goverament might hrve feprived of their
citizenshié. were specificelly excluded from tfxe effects of Law Ho, &

(iv) Law No. 5 did not Areqnestﬁthe Swiss Goverament to give extrz-
territorial effect to & conﬂacatory lew, It proviée@ thet the
question off compensetion to Germzns. whose property was covered by
the decree was a metter to be settled by the Allied Control Council,
In this connection, it was the intention of the governmenis of tke
Allied Delegetions to recomaend to the Allied Control Council thot
compensation in reiphsnar}zb bé,paid- 'to persoﬁs affécted by Lé,w Fo. E. .
Moreover, by virme‘ of the currept"importation of fooldstuffs into
Germany by the Allied Nations, over-—é.ll’ compensetion to Germany wes in
effect being mede, - ’ , o

(v) The implementati on of Law No, 5 br the Swiss would not

viclate the principles of neutrality. Internztionsl law encouraged

.recognition in any jurisdiction of & duly euthorized government and of

-65- 331653



http:over-e.ll
http:be.pa.1e

theA laws of F'y fo;:'eigd goée;nment; "lafe‘fence Qas made to the act! oj;
of the United Statea &overman'c 1n connection with the decrees issued
in 1940 'bv tha Boyal !etherla.ndnGovernme t-—in—-exile and the Horlegian
‘ Govermnent ' ‘
(+I) ‘.Ehe Swige had no baais upon which to make an Analogy ‘between
. the Hitlor regime and the L'Llied Gontrol Gcnncil. Account mset

bc taken not only nf the chara.cter of the government now mak:lng the
request ‘but also the use to vhich the Allieﬂ Gontrol Council intended
to put the assets. '

On !(arch &, the Mss m‘bni.tted the follawing proposel:

(1) The Swiss Govemment vould. through appropriate measures. ;
liquid.ste all property 1n Bwitzerland owned by Germans in Germany.

(41) The essets derived from the Hgidation would be earmarked
for Mas claims against Germans in G—erman;r. _ ’

(iii)t To pmv{de the Swiss with a legal basis for affec;ting this
plan, the Allied Control Council aﬁouid aasume‘th.e 119.‘!5111ty to collect
in reichsmarlcs. debts owing‘to Swies né.tionala ‘by.Gefmans in German,v".:
These re;.chamarka vouid. be devoted to compensating Germims vhosé
property or assets in Switzerland vere liquidated purst;ant to the
swiua'broposal‘. '~ T ‘ ‘ S s '  D

The .I.llied Delogationu refuaed o accopt the Bwiss proposal. In,.‘

a moran&um on I!arch 22 thair objactions vero sunmarized as follova. o
(1) !’ha Mu pro;ponal roquostea the Allies to direct their E
objaetivel to the single purpose of mld.ng the Allied Gontrol Gouncil
. ) . . a colloction agancy for tho lole 'benefit of the auiu claimtl againnt
a ba.nkrupt Gemany onn ineluding those cla.imt' vhou claims arose th.rou{

B 3316'54 o

R -
P, G




‘assisting Germény &uring'the war;
(iij The Swiss proposal ignored ell zspecis of the securlt:-
"objective. It ipdiceted no-villingness to provide for Allied-Swiss
cooperation to realize this objective.v
(141) Implicit 4n the Swiss pmpo'sa; wes a.}ecognition that
there were no consituﬁioﬁsl difficulties involved in Swise liguid-tion
of Germen assets in Swiﬁzérland,Awhich,coﬁld'not be overcome if
_coﬁpenaation in reichsmzorks véré pald to Gérman.ovners ané creditors

whose property vwes covered by Lew No. .

In the same memorandum the Allied Delegations outlined a plan to
further constructive discussion of the p;obiems. proposing thet:
(1) German assets as defined in L.w No. 5 should be liguicated
by an egency to be designeted by common agreement betveen ihe Swiss
Governpedt end the thfee Allied Goveraments,
(i1) Proceeds of‘liquidgtion ghould be depositel in e sneciel
account in the Swiss NationalABgnk.
{111) The sum so depéeited should be transferred to the three
Allied Goveraments on their reqﬁesf. sublect to &eductic?s of
proper Swiss collectinn expenses. |
(4v) Agreement on the above shéuld become elective at the
time that the proper-Alliéd-authoritigs provided coroensation in j’”‘-
reichsnarks to Germans whose property would be liguideted, with the
‘ gxception of ver criminals, etec. ]
The Swiss féaction,to this Allied proposel indicated fhat the
Teasons for the Swiss failure to comply v&th the Allied f;quests Were reeasons

of expediency and not of law, The Briss immediately Agreea to Vaike their
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clama againat Germany arising out of a.ﬂvances made 'by Bwitzerland to
Gerﬁan& d.uring the course of the war. ?hey intimated, however, tha.t other
Seiss claims would entirely exha.uat any funds which might ariese out of
1iqu1detion of G-em&n property in Switgzerland., In the light of the Allied
memorandun, they 1ndicated tbat they could not accept the mied proposal.
but would look o0 intemational arbitrgtion for the solution of the problem,
| " Ina mﬁsequent memorandum of March 26, the Bwisgpointed out
thet: - - | . |
(1) They would ;t>e willing to keep the Allied ‘Gev'ernmen'cs. fully
adviséd pf measures takgn b the Swi:és in feﬁ'reting out German
as.se'ts‘. although they would not permit admiﬁistrative activities
of foreign officials on Swiss soil,
(11) The only manner in which German essets i‘n Switzerlend could
be liguideted ané turned over to the Allied Control Council would
be for the Allies to turn over Swies é.ssets in Germany to Switzerlend
on the dzsis of a “capitai,cleari#g.“
- (111) In no event could the Swies enter into an sgreement which .
would provide for German assets in Switgerland to de d.e‘rofed to
reparati‘ons.A fhey considered thet participation in suck e progrem

would be éontrary to al‘l principlas of neutrality. s

On liarch 25, it was agreed thet progress of the negotiations would -
be 1mproved if coxmittees were esteblished to deel with particuler protlemss |
Three committees vere therefore established: (1) a Committee on Procefures,
to determine procedures for-liq'aidating Geman assef}s in Switzorla.nd~

(2) a Oomnittee on cla.ims. to consider Bwiss claims egairet Germany; and

.' (3) a Gommittee on’ Gold. to ducues principa.lly the status end treatment of
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:the looted. gold. in Switzerlané Several meetin,gs of these cozmittees
*were held during t"xe week of narch 25,

!!he activities of the comittees a.nd further over-all Lscussions _
:\rere ﬁnexpectedly suspended because of hl‘. Stuckd s depa.rture for Switzerlanq |
on l&arch 31 to report to his government e.nd receive new inatructiona.

On l(arch 2‘? prior to l(r. Btucld.‘s return to Switzerla.nd. the
‘nlies twrmed p their pos* tion in a memo*s.ndum stating that! T

(1) “The vord 'reperations” vaa apparent v being mmderstood.

’bi th s M‘sﬂ;*"‘!he Swiss were not being aszed to partic pete in a

punitive program. Jut rather 1n a program of reconstructing the danage )
and losses suffered during the weT. Ine Llies recognized that Swiss '
n&tionalo iﬁffered loues. but the ulied loeses were more exttensive

in character e.nd included Genspes 4l rectlv attr“b table to tue war,

from wf:zich the Swiss. he.d escaped.

(11) To remove any criticism that the were attemp‘inr to invede

Swiss aovereig&tv, the Allies proposed thet the liguiértion of German
' 1nterests 'be handled br & Swies agencyr which would coopereste with a
Joint Swiss-nlied commi:sion. ‘Disputed qﬁes'ti'oné ;{ere to be referred
to ar‘bitration. | | )
(111) The Allies could hot recognize the verious cztegories of
-Bwiss claims aga.inst Gemsny They proposed thet the only vay
- o Switzerlend could now lec'are any compensation for her claims was to
agree to lettle the mtter vith the Allies on & 'basil eonoiutent vith
' Gemny'i stetus as a ba.nkrupt nation. '
. ) ) (1v) Phe Allies vera preparoﬂ. to ,agree to "retroced.e" to Switzer-v

J.ané. a mrcentago of the procoods remﬂ.ting from the 1iqjuidation of
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* o ' i
' Germen aseets in Switzerland. S
() | The first $85,000,000 collected fron the liguidetion of
" German a_ssetﬁ wae to be turned over to the Inter—Governmentsl
Cormittee on Refugees. 1n acc{ord.énﬁe vith the Parie Reperption
. Agreement,- ;bo be devoted to the relief qt'nqn-répatria’ole '
victims of Fezi e.ction. - |
- (v1) ?he Sviss regule.tione and pudlic declare.tions with reswct
“to lopted property should be apolied to gold. At least $800,000,0’)0
worth of gold transferred “b,v' Germeny during tﬁe ver to institutions 3
in Switzerland was loot. o : ' ‘
Subsequently, on Merch 31, a Uwppil.ementé.l nemorandum wee presented
to Mr. Stucki. It included technicel fects with respect to looted gold
in Switzerland. After discounting certein classes of Swisé,claims agai;xst

Germany such &8, for exemple, the German deficit in the Swise-German clearing. :

the memarandum proposed tke allocation to Switzerland of 20 percent of the
proceeds of liquidetion of Germen assets in Switzerlerd plus 2 2 percent
collection fee. | |
My, Btucikd returned t§ Vashington from Switzerlend on April 2.
He first commniceted with the Allied Delegatioxis on April 11 in a letter
which sumned up the current Swiss posit:lon on the iseues# being negotiated: n
| (1) The Swiss Governmant 41d not recognize that Lew No. § geve
the Allies gny legal cle.‘.ln for the kmen_der of Gemn gssets in
Bwitzerlend. | -
. | ' : (1‘1-) The Mu consit“!.ered 1neq1:1ta‘b1e the Allied i)roposal thet
2 L Mtzerland participate to the extent of 20 percent in the pPro-
| _ceeds of 1iqnid.e.ted. aueta. S!hey again recomwended that tae 1saae ‘be

y .' mbnitted to &an :lnternstionnl eonrt of arbitration.
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(111) The Swiss cheracterized as incorrect the Allied estimetes

and conclusions with respect to looted gold in Switcerlend. The

Bwiss National Benk ye.’s innocent in conrection with 1te purcheses of
gold froﬁ the Germens durix;g the war. The questicrn of lrestoring rossibly
looted gold to the legitimate owners could only be de‘ci‘de‘d by the Swisgs
l‘edgral !!‘ribnnai. ' | ‘ | |
o (iv) Despite the above, the Swiss Government Qas willing to cede
to th; Allies, for the rehsbilitetion and recbnstmcfion of Burope,
& percenteze of the proceeds of the pssete liguldated in Switzerl;cz.nd
belonzinz to Germen .s regiding ;;Ggm. In eddition, the Bwiss
Government agréed to submit to the Swiss FTarliament e proposel to
ma¥e avelileble to the Allies a part of the goléd which the Swiss
Netionel Baenk acouired from Germany af‘l:er?ehm:'y 23, 1844, the dete
on which Switzerland feceivgd notice ‘of the Declerztion on Gold Purchases.
These Swise concessions, however, were contingent upon the undlockirng
of Swiss as‘sets in the ﬁni*b.ed Stet es and the terminaticn of contimued
discrininations against awitzerland..
On April 12, .on 'behalfof the Allied Dele-~-ti-ns, Br, Paul replied
© to Mr., Stucki's letté:.of April 11, pointing out that: - '.
(1) l(Geman assets in Switzerland were German esseie and not &tié's
assete, The present government of Gemé.ny.'hadfhe right 'to im-
mobilize the foreign assets of persone end institutions subject to

German Jurisdiction.

. | (11) Referring the matter to arbitretion would sot provide the

pmtical measures for meeting with the mroblems at issue. It would

. merely cause a deterioration of German assete which hed to be 1iquidsted,
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‘and foasi‘bly-prolong meagures which the Allies would be recuired

to maintain to insure that no Germen assets feiled to be uncovered.

| (111) -he'requirment‘that. the Bwiss agree to make a'pei’tion of’
the proéeeds.' deriva&.rrom the 1iquidation-of Geme.n assets, avail-
&by e to the ﬂ.liad. Governments \tas not one of lax. es the Swiss
Dolegation 1tself had. alrea.d;v concoded. 'but one of expediency to be
decided 88 & political ect b the ﬂwiss Government itself. .
(iv) The Un.ited. Stetes Government agreed that upon the euccessful
conc“‘usion of the prelent negot:lationa vith Switzerland it wee pre~
.. pared to discues procedures for the unfreezing of legitimate Swiss
| assets in the United States. The Allied ‘Delegetions agreed to exanine

further the economic contrc«ls which might de 'oresentlv effecting

Switgzerlend. Those controls were metters of domestic lew., ZEech country
had the right to forbid its netionels to heve finenciel or commerciel
. dealings with persons who geave ald anf comfort’ to tﬁe enemy., |
'e’:-.; -8 (v) To assist in the speefy resoluticn of the questione at 1ssue,
the Allied Delegations recommended thet drafting comittees be set up

to vork out ap-oroprie.te a,,reements.

On April 17, Mr. Stuckd replied to Mr. Paul'e letter of £pril 12

indiceting that:

e
oAt

(1) %he Bwiss were willing for the present to waive further " »
legel discussions, but thet they might feel obliged to return to
- their proposal for ~e.rbitration.'of the mein issues.

- (11) !hey had never mintaino& that Germa.n assets in Bwitzerla.na

. Were Mu xnd not Gemn.
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(111) They could in no way admit thnt foreign assets should be
‘liberated without parellel repatriaﬁicn of Swisfs ageets in the |
‘co:respond.ing countries. | V

(1v) They considered thot they hed been discriminated against by
the continued applicetion of the freezing control to Swise assets in
the Unitéd Statég a.nd-batr the contimed aﬁplicafion of the Statutory
and Procleimed ‘List;. T \

_(v) They were willing to proceed 1m§dis,tely with the draftiné of
an agreement along generel lines, but preferred that all tedhnical |
points be negotizted and concluded im Switzerlenad. »

It will be recalled that in a memorandum of Merch 31 the Allied

Delegrtions furnished the Swiss with certain fects upon whick the Allies based

their conclusion that at leest a minirmm of $200,070,070 wort.h of golé looted
by Gemany was transferred to Switzerland during the course of the war, On
Aoril 4, in Mr. Stuczi's absence from Weshington, Professor 'Sapperd, Special
Advisor to the Swiss Delegstion, addressed & letter to Mr. Peul requesting
further detalled informrtion on the question of looted éold in Switzerlznd.
' In & letter of April 9, Nr. Peul re-lied to Professor Pepperd,

Mr. Peul d.iﬁ'not answer epecific questione reised ﬁy Profe;scr Rapoard, but
he pointed out that: ‘ | |

P
-

(1) FNone of the information requested by the ‘Swiss Delegrtion

-1 - with respect to the gold prodlem ha.d an,v. relevance to the; acceptence
by the‘Swias‘ of the princi_ple ;advocgted by the Allied Delegations thet
the Mss should restore to the Allies looted gold which was acquiﬁd

from Germany.
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(11) The Allied Delegations considered as looted gold ell gold

ecquired by Ge-meoy under conditions such as those set forth in the

L . United Nations Deciaration of Jemucry &, 1943, |
(4141) In the evert Switzerlen? e.greea.Ato restére looted gold to
the Al'ies, ap?ropriate arrzngements coﬁd be nzle for the protecticn
of the Swigs Government. |
. On April 13, the Sw‘iss Belegatit;n sutnitied a memorasdum on th
) 1obte6; gold problenm to the .U.lie?d Delegat_ions. Thie menorsndum, emong otherA
tkinge, et;‘ted'that: . . |
| " (4) The Swiss estimated the 1egitima’ce»fpre-war g0ld reserves
of Germany at $450,000,000 (1,500,000,070 S-iss francs). Taie:
figure was to be contrasted with the‘nlieé‘. estim-te of #160,0’:0,000
a8 the legitimete 'pre-war gold reserves of Germenyv.
(11’) Switz2erlend transferred a,consideraﬁle portion of the gold
al‘;e recelved fron Germeny to third parties. -
(iii) Switzerland did not hr.ve'conprete infornmetizn on the Germen
looting of gold. | |
(iv) The Sviss did not consider thrt the Belglzn zold they pur—
chased from the Reichsfbank wes looted gold.
On April 17, 1943, txe Alliec Delegetions submitied to the Swiss
Delegntion comments on 'th‘e Swiss memorandum of April 13, The Allied memc;réndum

relterated the view, expreesed in Mr. Paul's letter of April &, thet
, : \

Switgerland met eccept the principle of turning over to the Allieé 1ootedA
gold which the Swiat;; hed accepted during the war, .a.nc’-. further notel thet:
(1) . ‘.'L'he'.&'iep éstimate of the legitimgte pre-var goid ‘reservea
of Germany was 1péomct. '
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" {41) Switzerlend wae regponsitle for ell gold ekipped to her
- fron Germeny. ‘ The "fact ‘that some of this gold mgv have been sold to
third prrties did not relieve fhe Swies of th'lair resoonsitility,
| (144) Switzerland could not Plead thet she was ignorent of the
« looting tactics of the Germans, i’he neutrals were on notice as
‘early as Ja.m;e.ry 5, 1.94"' of .ulied conb.ern with German vlo‘oting of
propertv and what eonstituted looted property. The Allies 'cculd. not

accept the d,ape Februcry 23, 1344, as the- definitive drte for detnmining '

what congtituted looted géld. A
 (iv) The Allies could not eccept the Swise view that the Belgien
golé wees nd loot.

On April 20 the Swiss Delegation- replied to the Allied mernorandum

of 4April 17, in a note setting farth &het: |
| (1) V'l‘he sistements ané figuree in their me-orandun of 43):*11'13
weré correct. H |

(11) Swiss purcheses of gold during the war conforrmed to the
laws of neutmelity.

(111) The Czechoslovalden and Austrian g0ld could not be éor-
sldered es looted gold, since .the Allies therselves dié not ouestion
those scquisitions when they were mede. p

- (1v) YNeither the date Al?e’bru'arv 23, 1944, nor eny oth-r &zte wes
decisive 28 to whether Switzerland should su:rren&er gold.
(v) Switzerland could never recognize ‘the Bélgien gold vhich

it purchased-as looted gold,

(vi) %he Swiss Delsgation wes under instructione to strte "finally

and categoricelly” that neither the Federsl Council nor the Swiss
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Betionel 3gnk hal & legel or mﬁral otligeticn to rectore golé to
~ the Allied countries. If the Allies rejécteé the Bwiss o<fer,
i.e., tneir verdel offer.gf $25 villion of gold as e contribution
for the reconstruction of Europe, then the matter voulé heve to be
 referrad to a Swiss tribunal.

On April 23 the. &llied Delegztions replied thot under the cir-
cumsiances set out in the Swies note tﬁey couid not acceptAthe stztenents
mece by the Swiss Delegation in 1its memoranfum of Apfil 20, and thet they
considered no Swiss tfibunalicampetgnt to decide the issue.

’In discussing this~memoian&um‘w;th the Swiss Belegation,'the Allied
'negotiators stated thzat Switzerland wes liable to restorr to the Allies
approximétely $130,000,000 in golé. The'Allied~records revealed that et
‘leaet this amount of the Belglan gold, which was 1octed.from France by the
Gerness, was itrencsferred by Germany to Switzerlend during the war,

On A>ril 24 lKr. Stucii, réﬁl?ing'to te Allied note of April 25,
insieted that the Sylse courts were competent to coiéider the isgze. In
adéition,vhe stated thot the figgre ($130,000,070) lav beyﬁné everv possidbility
of the Swiss Governmert agé_the Pzrliement. In this connection he referred
agein to_hie ecrlier proposel wiieh in effect indicrted thnt the Svwies Govern-
ment‘might be willing to recommend to the Swiss Pzarlienment thrt it a2v:rove &
| voluntery gold contribution to the Allies for rehsbilitziion puréoses{

Cn Agfil 17, 1946, the Swiss Delegation submitied a memoranéun to
the Allied Delegations requesting withdrawal of the Proclaimed and Siztutory

Lists end List of Enenies (Blabkllist) in the light of the following:

~ 176 -
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(1) fThe lists were injurious to.the Sﬁiss economr. Meintensnce

. s of the lists would midouhtecily, increzse unemployment ead mig;‘w.t; nrovoke

politicel and sécial unrest.

(11) The SwissnGovernment,Vt@roughout the ver, atrictly'conformed
to internationel law, 1ncluding'the-8égue Convention, ana«required'of
a;l'ita nationele strict observance of commercial treaties conclucded
between Switzerland and the Allies,‘including thoee which limited
Swiss freédom of’trade. Swies Aatioﬁals actedbvithin the frémework
of Swiss 1egislation,veven if they di# contribute through exportztions
to the German war effort.

(111) \Ekcm 1940~1544, the export of wer meteriels to Germany
edmittedly increased., However! shortly efter the outbresk of war,
et the urgent recqueet of the British and French Goverhments, Switzer—
_lan& suspended its regulations prohibiting the export of erms and
munitions. A; a neutrel, Switzerlgnd'coulé not suspend ite Arms
-Embearge with respect fo ghe Allies end meintain 1t with Germany;

(iv) The procedure of listing individuels and firms, because)
of their relatipn Qith Swigs nationele already listed, was irreconciladle

| ﬁith‘Swiaz‘sqvereignty. B |

(v) The "black 1iste" had lost their reason for.existance wiph
the And of the war. During hostilities, they were 1ncompatib1e-with
international law; today theﬁ constituted an unjustifiebtle violntion
of these principles.

’ iubseﬁuent to April 17 the Swiss and Ailied ﬁelegations proceeded |
with the draefting of a proposed agreamegt,iand on April 17 ent. 18 the Delezatione
axchanged prelihinary draft accorda.  Ebva?er. the negotiztions end further
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work by the Drafting Commitiee were interrupted on ADril 23 due to &

difficulty in arriving at a decision on two basic pointe: (1) the

percenteze of Germen assets which the Swies should recelve in sztisfrction
of their claims mgainst Germgay; anﬁ’(Q) the amount of gold which Switzerlend
‘ihould restore to the‘Allied natlons as a result §f ﬁer acoulsitions of
looted gold frém Germany during ihe war; iThis interrupticn wes vonfirmed
br an exchenge ofxletters between Mr., Pel and Mr. Stucki.

Between Anril 23 and Mey 2, Mr. Stuci:i had no contzct with the
Allied Delegertions. Hovever, duriﬁg this veriod Mr. Bruzsmenn, the Swies
Mihisﬁer £o the Unit ed States, éonférred'at verious times with_Hr.‘Paul;
Assgistant Becretary of State Clayton{ Seéretary of the Tressury Vinson;
and officers of the Depsrtment of Justice, looking towerd & seitlerent of
the Swiss—Allied nego?iations‘ |

During thié pgrio& Hr, Bruggmanﬁ adéressed & létter to ¥r, Clerion
reiterating the Swiess views on.the 3elgien gold qﬁestion.

On May 2, Mr. Ciayton replied to Hr. Bruggmann‘s letter, pointing
out thet the informotion in'Mr..Bruggmann's letier had alreséy heen given
to the Allied Delegations by the Swiss Delegation. Furthermo%e, ¥r, Cleyton
re—ef{irmed the right'of the Allied éoverpment# to question the wvalidity
of Swiss righte to property\acquired from Germans which the Gerbans held re-

quisitioned from 6ther countries.

.
-

Between April 23 and May 2, the Allied Delegations grve faurther
- study to the Swigs observations boncefning the amount of iocted gold fof which
. Switgerlend was lisble. The Allied Delegaﬁions concluded thet for purpoees

of these negotiations they might exclude Austrian gold from the cetegory
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of looted gold. On this basis the Allied Delezetions revised downward
their estimates of the amount of looted gold transferred to Switzerlsnc.
However, the Swige Delegation took the position.thgt Switzerlané could
not be he;d\liéble to restore fhe‘entire am&untAof 1§otedAgold,which wee

t-ansferred from Germany to Switzerland, since a portion of this emount

" wag merely deposited in Switgerland and subseouently transferred from

Bwitzerlard to third countries pursuant to orders of the Reichsdank, e .

depositor. The Swiss admitted however, thet ther hed purchased $88 million

. of gold tradeable original y to Belgium from Gerrany during the wer, But

in no event vguld they concede thet they mere liatle to restore tnie emount
of gold to the Allies.

On May 2, Mr. Stuceld re-entered the negotimtions and pronosed to
meet the two basic points at issue as follows: 4 50-EQ split on tke proceeda.
of the German assets in Switzerland and a payment of 250 milli~n Swise francs,
or approximately $59.14 million, in settlement of the gold.quegtion. In
viéw of fhe fact thrt this propgsition wzs mede to the Allied.DelegFtienn
as the finel offer of the Swiss Gsvernment, the natter was referred by
Mr, Paul, for the United Stetes Délega:ioﬁ. to the Secretaries of State
and Treasury for their recommendations and br the British end Freach

negotietore to thelr respective govermments, M¥r, Paul anc soukht the

o
o

advice of Senator Kilgore, Chairman of the Sub-committee on War Mobilization
of the Senate Cormittee on Hilitarv Af‘airs.
Becretarv of the Treasurv Vinson, Assistant Secreuarv of State

Clayton, and Senator Kilgore veré each of the view that the United Stetes

" Government shonld accqpt the SBwiss a.fer. They 418 not beiieve that an

agreement with the Swiss. vhich would secure wholehearted supnort by the

-

[ I
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Svise QfAtbe Allied oconcmic security objective, should de jeoPardize&

for the saze of a few more dollere. Hpreoyer, to obtein a few more

dollars it would be necessery to coﬁtiﬁﬁgi;artime festrictidns at & tire
when antagonism wasiincrealing everywhere egeinst euch controle., The French
ané British Governﬁents epverently shared the same views, since the Delegetions
of thoee governments.were'aufhofized to acceﬁt the Swies offer. The French
Delegntion attacSed to its ascceptance the condition thst Ital? and Aﬁstria
should not shere in the gold received from Switzerl;nd. After‘consultation, 
the“Delegations of the United Steotes and the United Kingdom accepted thie
condition, on the proviso that ;té;ian‘éﬁﬁ Auvetrian righte -shoulé in no way
be jeoperdized in the fgnal understanding.

In view of these recommendatioﬁé,,on H&y~21,4Mr. Pavl delivered a

pote to Mr. Stuckl accepting she‘Swisé offer of one~helf of the proceels

of the liquiéated Germén assets and 250,000;900 Swisg francs in settlement of
the gold cleims of the governments for,whom'the Allied Delegetions were
ecting. lIn accepfihg the offer the Allied Delegetions stried thét:

(1) 'The Swiss should permit the Allies to dréw pdvances
izmmediately to be devoted to the rehabilitatioz and resettlement
of non-répatriable victime of German amctions.

(11) Propérty within Switzerland of victime of Nazl action, who ;Q
haé eince died and left no heirs, was to be put at the sole disposal
4of the Allied Governments.

(111) Officiel German property to which the Allies took title ﬁy
virtue of the Act éf Surrender was not subject fd‘the 50-50 divieion
which would be #pplied to otherﬂGerman assetg to Be liéuidate& pursuent
to the prqp&sedAagreement vith theléﬁiss. |
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(1v) “They assumed thai the éwiss Government would sudmit to the
| . ,’ Aliies deteiled 1n’forﬁation covering gold deposited by Germery in
| | Bwitzerland fof transfer to other countries, and would fﬁrnish
the Allies with other informztion to assist them in tracing gold
¥hich might have been ioote& br the G?rmans.
| On Moy 22, Mr, Stucki replied to Mr, Pénl, ackncwiedging ac—~
ééptance br the Allies of fhevfinal Swiss offer. In thig letter he made |
‘the follbwing additional points, eome of which ralsed further questions to
be resolved in the negotiations: ‘
(1) The Swise disagreed wiﬁh the Allied defiﬁition of the Gemean
asgets subject tovthe egreenent,
| It will‘be‘recalled that‘in Mr. Stuckifs letter to Ur. Paul,
dated A§r11 11, Mr. 8tucki stated thet the Swiss Government was

willing to cede to the Allies & percentage of the proceeds of the

assets liguidated in Switzerland
” Qg:mggv.. T?eA§c03g of the German property which the Swiss intended

to cover bx’théir proposal'differed f:ém the scope of German property

as defined by the Allles. In the first Allied &reft accord of April 17,

the "German properfy”,-vhich4vas the subject of diicuesion, included

not only all property owned or controlled by Germans residing in Germany,

but also "ell property owned or controlled by any person: of German ™

nationality cgtsidé of Germany, including Switzerland."” The latter

expreselon was to ﬁpply to persons vho had enjoyed full rights of German

éitizenship under Reich law at any tiAe since September 1, 1332, and |

who at any timqiaince September 1,-1939; hed beenlin any territory under

the control of the Reich Government, But it was not to apply to
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citizens of any country ennexed by Germeny since Se:tember 21,

1937, The expreseion was elso to include any persons who the four

Governmenté'agreed should be repatriaszed to Germany because of their
activities on behalf of the Third Reigh.‘ It wes not té epoly to
the‘propertv of bone ﬁigg Germen refugees,
(11) Parther details would have to be discusse& with reszect to
the type of addit onal gold information tﬁe Sv s Were to furn*sh
the Atlied Governments. o |
(111) Switzerlend wes preéared to mate certcin advences to the
- Allies from the account of their shaéé in the liaﬁidation proceeds to be
ueed immédi v for the rek bllitrtion of v1ctzfs of Hezd gcticn.
(1v) The Swiss reserved commeni on ‘the Allied propossl turt the
pronertv within Switrerland of victins of Rez! action, who hed eince
o died and left no heirs, be plrced at the sole disposel of the Allied
¥ S Governmenbs. | |
(v) .SWitéefland.d*srn_ee“ with the coipio“ uha* the A_liee acculred
A ~title to official Germen proveriy in Sw*tzerlana as & resdlt of the ;ct
of Surrencer.
On'Hay 2, 1?46.’the'fihal asreement with'thé Swiss was eifnea.
It consisted of an Accord. en Annex, 2 géntlemen‘s acreement, and en ex-
‘chenge of 1etters between the Swiss Delegation and t e Allied Delegetion.

”he Accord provided that:

(1) Gn;ggg proverty covered Ybv azreemert. The Swiss Compensztion.
. _ _ Office would investigzte and liguidate ell property in Switzerland

which wee (&) owned or contrelled by Germans in Gernany and (1) owne

or controlled by persons of German naticnalitv wko were tc be repstriated.
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Germarns v.ose
property was llq“i&"tea would heve & right to compensation in German

money. Switzerlznd would furnish out of funds eveiletle to it in Germany

. one-h2l” of the Germen money necessarr for this purpose.

(111) Joirt Cgmmisgion. The Swiss Comepnsation Office would
inveétigete and ligquidsate German prope:t? in cooperation with & Joint
Commission composed.of representativees 0f the United Stetes, B“ltl-g,
French and swiss Governments, Decisions of the Swiss Compensetion
Office were to be subiect. to review on request of the Jolnt Comnirelon

es well as privete persons,

(iv) Aooorticnment of Liguicdatel Germen Asseis., The p-oceeds of

the liguidated German property should be divided on a £0-50 besie
by the Swiss and Allied Governments. The Swiss Government would dear
the cost of admiristretion and liguidation of Germen propert:.

(v) Swiss Contrituticn to Allied Gold Pool, The Swiss Govern-

ment would mate availrble to the three Allied Governrents 250 million

 Swise fraace paveble on demazd in gold in Fev York, In retuirn the

Allieé Goveranente azreed ito walve ih_their neme and in the name of
thelr benke of issue ell cleims ageinst the Swiss Government ané the
Swiss NatlorQ‘ Baaa in connection with gold acguired during the wer

..

from Germeny by Switzerlané ' A -
(v1) Eeggvg; of Economic Resirictione on Switzerlenc., The United
States Government would undlock Swiss assete in accordence with procedure#
to dbe asiablished immediately.
The Allied Governmenﬁ vould_discontinue vithout‘dalay the "bleck .

1ists” as they apnplied to Switzerland,
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(v11) Interpretetion of Accord. Differences of opinion with regerd
to the 1ﬁter?retation of the Lccord‘might be settled by erbitration.
| (vi11) Rffective Dote of Accord and Annex. The effective date of
Accord and Annex wés to be tﬁe date oﬁ ihich.thé Acéofd and Annex
were aporoved by the Swiss Parliamenu. | |

The Annex elaborated on the matters covered by the Accord,
Qefining in grester detall (a) the procedures to be employed by
the Swisé'compenﬁgtion Office in cooperation with ihe Joint
-Commi;sion in nncovering and lieuidating German prqpérty,ih Switéer— '
land, (b) the method #r compensating- owuers of liguidated property;
(¢) organization end functions of the Joint Commiesion; (d) conditions
under which German property would dbe sold: (e)‘metho&s for arbitrating
differences betweeﬁ the Swigs Compensation Office ané the Joint Commission.
In addition the Annex provzded thet: '

(1) ww The
three Allied Goveraments might drew imnedimtely up to 50 million

I4

Swies france upon the proceeds of liquidation ageinst their share
- of liquidated German property. Thig advanée vas to be devoted, |
- through the Intér-Goverdmental Committee on Refugees, to the
rehabilitetion end resettlement of non~xepatriab1§ victins of
German action.‘ |
" (2) Batents. Tredemarks. pnd Coprrights. Pending malti-
lateraltarrnagemente, no German-owned patent'in Switzerlend
‘;honid be eold or transferred without the concurrence of the
Svi;s ﬁdmpeﬁsatisn Office andvthe Joint Commiasion. Moreover; no.
Gorman-owned tredemark or copvright shéuld be sold without the

concurrency of the same authorities.’
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roperty of the Heicheban% ent the Gerﬂpn

1pciufiné ¥
the a,ﬁglamen'a Agreement there Wat an under-
4er

{(s) the Sviss Goqpeneation 0ffice would @ismiss
:hzt' .

Lapding

’ ,ggardlesa of position, fron tustness enternrises to
if ‘the Swiss.Compensauion Office ent the Joint

“Commiesict agreed thet these employees were g threzt to security

ohjectives; end (b) Allied.personnel would be aveilzble to essist

Office.

In their letters to Mr. Stucki the Allies:

(1) Agreed to furnish the Swiss Government before Jamuary 1, 1948,
llets of persoﬁs of Germzn netionalityr who were nelther residents of
Switzerlend ror domiciled in Gerﬁeny, wvhose property would remain
bloclked pending their ?epatriatipn or iha‘decision of the competent
government agzinst thelr reprtriztion. ‘ .

(11) Sugzested that a simple and inexpeneive procedure be estab-
~lighed fﬁr the reetitution of propeity texen from victi%s of German

explbitation.

y

in some of the inveetigetions to be conducted by the Swiss Compensatiov

-

(111) Reserved (&) the rights which they claired over property
of the Germen State in Switzerlend, and (b) the rigﬁt to request the
Swiss Gokanment‘to reconsider the provision of the Accord by which

sume peyatle throngh the German—Swiss clezring vere not to be resarded

‘a8 German property.



http:cl~1J.le
http:Reichebe.nl

In his Aoeve;ral letters to the Allies Mr. Stuckl:

(1) | Aakéd mec;al p:;otection of Swiss .interﬁsts' and property
1ﬁ the tefritofies in which the tﬁreé Allied Goverzments exe;'cised

;Iupreme authority. | .»

(11) Steted that the Swiss Government would exemine (e) the
questiion of taking appropriate eteps vto insuré tha.;b unsecured
creditors off G'erman;s whose propefty wes to be liquid-ted should
not' be peld from the proceeds of liquidation, and (b) the matter
of ’p'l;tt;ing the proceeds of property in Switzerland of heirless
wictime of Germén a.ggﬁr»ession at the disposal of the Allies for relief
end rehedilitetion purposes. |

& Swedigh Negotiation

The negotietions opened in Washington on Mey 2%, 1945, Representa-

' tives for the Swedish chernmént \rere; Justice ﬁni]/Sandsfrom; Mr. Gronwell;
- , Leif de Balfrege, Gommércia.l Counselor, Swedish Legation,‘h'as?:ington;.e.nd
Mr. Tore Millquist as Se;cretary of tﬁe Swedigh Delegation. Mr. Hegloff was
unsdle to sttend,

The Frenzch Telezcti~n was headgd by Mr. Christian Vélensi,‘ Financial
Couneelor, French Embaser. Mr. Valens! hed es his sssistants: Mr. Jacoues

DéBresson, Inspector of French Treasury; Mr. Ermest Casten, Commercizl Attache,

P

French Embasey, Washington, Mr. Paul Blénc,’ Lesiste.ﬁt to the Financial

-~ Counnselor, French Enbassy, Wacshington; and Mr, Marcel l"l?:ry,, First Secretary,
French Emdassy, Washington. |

e e British Delegation consisted of Mr. Frencis W. McCombe as Chief.

of the delegation and Mr. Albert Frost of the British Em‘oaeéy, Washington, as

Assisfé.nt. A
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The Lmericén Delesz~tion was headed by Mr, Seymouf J. Bu%in,
Deputy Director of the Office of Econdmic Security Polic:r, Depnrtmernt
of State, and consisted of Lhe following representatives of the Stete
| Depertment: Hr.-*alter é. Surrey, Cnief of the Divi;ion of Zconomic
Security Controls, M», Willier C, Trimble, Assistaznt Cnief, Northern
Europesn Division, and the féilowing representatives of the Tressury
quartmen ! Mr. Orvie A, Schmidt, Director, Foreign Funds Control,.and
" Mrs. Rella R‘ Shwerts, Chief Enfordément'Division, Foreion Fanie Cantrol.

"he opening neeting consisted of the exchpnge of formel stete-

ments by the ep*eseﬁtatives of the varioue deley*tions. Mr, William L,
Clayton, Assistent Secretarv for Economic Af¢cirs, Department of Sircte,
opered the meeting with e ‘drief statement in which he welcomed the Swedish
deleget#on and expressed the opinion thrt the fun_a:en 2l issues before

the delezrtions woulé be solved in a harmonious fashion, Mr. Cla-ton mnle
L?“'\: ' 1t clezr that there was no intention in these Qiscussiong to attrelr the
role of Sweden as & neutrzl anc urzed upon the delegrtions the importnnce
of coﬁcentratiug on the lerge iésues ~- the ¢lzim of innocent victi~e of e
wer of aggresgion to coﬁpensation from the holiinzgs of the eggrsssor netion
ané the obtaining of security anc peace.

Mr. Rubin, in his opening remerzs brieflr touched upon the authority
of the Allied Delegetions &s derived from the vesting Gecree of the Alliéﬁ'
Cont;ol Council, the Paris Rgparétioﬁ Conference, and of the morel basie for'
the claim of the Allies. He also pointed out thet upon the satisfactory

cormpletion of the discussions on tLe issue of Germzn externel assete, the

Allied delegetions voald be prepared to discuss and egree upon the terminstion

-of euch economie controls as were still in existence.

w- 331675
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Mr. ﬁcﬂombe, éhief of the Britisﬁ delegztion, briefl~ supported the
staterents made by Mr. Clayton end Mr, Rubin, ae aleo dicd lir. Velensi of the
French delegation. | | .

} Justice Sendstron, in his opening allress, pointé& out that the
Swedish Government considered 1tée;f to be in full accord with the prima:y
obiectives of the negotlations, which he termed to be the fexternal secarity"
objectivé and the giving of aseistrnce toward the reconsiruction of devestated
areﬁa. He*hr;efly summarized the Swedish Governmenils record ofvidentifying
and controlling Germaﬁ externel aSSeés in order to contribute its pert to the
atteinment of world security., With reepeét to the reconstructibn of devzsteted
areas, he referred to t;e éontriputions Sweden khed already rete $o liverated
countries and referreiAalso to the fact that'the Swedish Goverament con-
sidered that the proceéés reelized from the liquidation.of German assets
would be iﬁsignificant in proportisn to the suns whicﬁ Swecen hsd elready
contrivuted., He suTierized the Swedish position on the "Bleci: Lists" et on
Swedisk essets in Germany.

At the neit meeting of the delegétions, the Chief of thé Alied
delegations presented the Allied bosition with resvect to their cleim of
title to &nd control of German essets in Swefen. Erieflr, this posﬁticn
was thet by'réason of the purrender terms and Law Ko. 5, the Allied Control.
Council had attained full titl§ to and qoﬁtrol of German external assets.

The vesting decree was analogizéd to #imilar decrees which had been issued

by vérgaug Allied governments during the war, and it was pointed out th-t
with resﬁect to such decrees, this govermment and other Allied governments'
had givenvfull extraterritorial effect to such laews, The Allies also stressed
the morel claim»whikh Justified the turning over of the external assets ﬁo the

Allice for purposes of relief and rehabilitestion.

)
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The Swedish negotiztor stuted the view of the Swedish Governnmani
;as strongly ooposed to any redpgnitian of Law No, 5, ané th-t Law Yo, I,
in effect, constituted an invasion of Swedish sovereibntv Justice Sanistrom
declered that the Swedish Government ¢id not intend to contest the purnose
of Low Mo, 5 or the identity of tle lssulxng autgorit,, bat thet for the tine
beinz he wohld limit his governmentls position to its re-usal to recocnize
that Lavw No. 5 could hzve any extra~territorisl effect. He attemyted X
to distinguaish the prééedentsrfurnishgd by the Aliies.
At subseauenﬁ meetinrs conéinued discussion wes given to the

1egal igsues 1nvolved in the iss annce end recognitlon of iaw No. E. In the
in,erest of going forwaré with the &iscuesions, the Allieé represen-atives
;ade stréng efforts to dréw éWay fron tie ieral issue ené urge upon the
Swellsh dele~ptlon the importance of viewin~ the ouestion fronw the practiéal
ard morsl side. Thney stressed the fzect thet Bn zoreement could be resched
on the dispositionvof the German'external assete witrhont in any war jeon rdéizing
the legel position o .’ tze Allies or the Swedigh Gov erament. - They urged upon
the Swedish Govarnment t2e urzency of an“IVinr the pvoceeds rriging from the
1iguidntion of Germzn externsl assets to the relief and rehr bilitat ﬁon'ef
devastated and depleted economies. Qhe Swedish delezstion continuel to press
1ts lezal views on the Allied delezetions, tut it wes ’inallv egreed thrt while ‘
ezch side would reserve its legal potition, it would be more profitable to
‘take up the specific items oefore the delesations in order to determine whether
Jeovardizing the legal position of either the Allies or the Swedish Government.

~ Duaring the course of the subseguent discussions, the Swedieh dele getior
presentéd various statements concerning the operstion of the Foreign Cepital

Control Office. The Swedish delegation steted the grezt care which the
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Swedish officisls had telren to uﬁcover.and identif& Germen essets and to
exerciﬁe a figid control over them; the extensive and saiisfactory co-
operstion which existed between fhe Allied missions and the Swedish officials;
the census which the Swedish Government had instituted end the supplementery
1nveétigationa made ﬁursugnt to inf§rmetion obtained from the census end from
other sources. The All;ed delsgrtions exgresséé their aporecietion to the
Séedish Government for its zctivities in this field and thelr confidence in
the manner in which the Swedigh Government was adninistering its controls.
However, the Allied representatives.obsefved_that the Swedish euthorities

had nof vet instituted any liquidetion prgcegdings end that coﬁsequently there
was no procedure governing.the nethods by,which the Swedish euthorities woald
liQuidate.German 1n{erests. nor the extent of consultation that would teire
pPlace betveen the Swedish and the Allied representétives. Reference was’

mede to the procedure eetsblishéd under the terms of the Accord entered into
by the Allies and Switzerland wherebr a Jéint commission had beeﬁ established,
consiéting of repr;sentativeé of the Allied and Swise Geveramenis, which
comm!ssion was eﬁPEWered to supervise e Swies szency in the liquidgtion and
disposition of German asséts, | .

Ehé Swedish euthorities stated that they saw nﬁldiffiéulty in
applying to the liguldetion and disposition of Ge;man asseis the consultetive
procedures already esteblished for the identifying end marshalling of such
assets. They stated, hcwever; thet the Swedish dovernment'would consider
the establishment of & joint commiseion as proof of an attitude of distrust'
on the pert of the Allies of the ;ffectivenesé 0of the Swedish administraion.
They made it very cleer thet theirvinstruétiona prohibited tre concluding’cf '

any formal arrangements which woull give the Allies a control or voice in the

' Swedigh sdministration of German assets.

331678

‘jéj_f&i.x. Y =190 -



http:Gc'�~::,n.!:lS!i.ts

rAREY ' N
M+ S
R

In rejoinder, the Allled representatives stated that the

establichnent of & joint commission or any similer arrangeménts was not

. intended to imply any criticism of the Swedieh edmipnistrsiion of German

*

.assets nor any lack of truet of the effectiveness of such edministrrtion.

However, the Swedish delegotion was reminded thet the Allles had laid claeim

t0 the title to and conirol of German assets; that while they had agreed

to work out the discussions 80 thst the legel position of both sides could

be‘protecteé, thig did not mean thet they éould relinquish.al}Athé reslting
effects derived from thé Ailied position. Thgy emphasized the irportance

of ﬁutal cooperztion in the liguidzstion gf German externzl aséets, tﬁe

need for full exchange of inform:tion, idees, and opinioﬁs..and the

desiratility of regukafing,this excrange in a manner thet would evold fature

‘misunderstandings by elther party to the discussions. The Allies pointed

out thrt certeinly the Swedish Government could fini no objection to the
sutmission of disputes to erbitration as had been pro?ided for in the Swies
Accoré; A:bitratioh could not be considered an invasion of Swedish sovereignty,
but would merely be in conf§rmity with international prectice, and would |
provide a ﬁeané for avoiﬁing unnecessary friction between the Alliés ané
Sweden, |

The Swedish-rebresenfatives'sirongly oppoeed an? proceedi#g‘whic%
would include the submiesion of disposition to arbitrabion, eqphasizing thst
the Swedish instructions mede 1t clear thot they could not agree t§ any pro-
cecdure vhich_vbuld derogete from the claim thet the adminisirxtion of the
Befehsven progran in éweden vaes entirely & question for the Swedish guthorities,

They pointed out thet an arbitration cleuse would necessarily mesn thet Sweden

- 191 -
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‘recognized the right of‘the Allies to heve some voice in enc control over‘th

edministretion of German externel aesets in Sweden. The metter was argued

extensively along the e*ove lines. It was finelly egreed thet in the

interest of expediting the negotiztions, it would be preferzdle to éiscuss

other diems on the eggenda, and subsequently revert fto those matters'upon.
which a satisfactory agreement had not been reached.
The Swedish authorities at the meeting of June 4 presented &

specifibation of German assets in Sweden, This specificetion did not taice

into account the velue of patenis, contrzctval rights and other intenzidle

propertv. The Swedish ntatément vas-based on the census retur-ns as well
as ihe results of speciel investigations ;ade Y- the Swedich authorities. The
total face value on gll German aséets in S;eden; aﬁcording to the Swedish
authorities, was $107,700,000. The Swedes estimsted thet the return
which would be realized by the forced liquidation of thece assets would
equal aporcrimately $92,500,000, The difference between the fece value and
theAestimated value to be reslized from liguidation was satisfactorily ex-
plained'by the Sweles as & result of deterioration of certzin assets, use
of certgih funds for living expenses of Germans in Sweden, for perment of
current obligations, and similér reasons, JThe Swedes emphasized that thelr
est;mates were not to be considered as finel, that they were sutject to change
on basis of current and future investigations, However, they stressed tﬁei;
opinion thet the 1nyestiga£ions vould.not uncover anf large additional arounts
of German assets in Sweden, as opinién shareﬁ by the representative of the
American iegation in Stockholn.

The care with which the specifications had feen drawn up and the
detailed explgﬁatiﬁn civen b7 the Swedish déleggtion demonstreted the
-192 -
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gatisf-ctory edminigtretion being given to fhis protlem by ;he‘Swedish :
eathorities, The Allies pointed out, however, that the Swedish fizuree did
not;take into account Germen assets wiich maé be locetel outside of Sweden
but helé thfough Sweden. They‘iﬁdicated‘thatiwhile these ecconts could
not form & pzort of the Swedish admiﬂistrétion of'thg lig:ication of German

assets, 1t would néverthelesé be essential for the Swedish guthorities to give

.full informztion concerning such holdings in order that the Allies miznt ob-

tain the liquidatioﬁ of the assets in thoée countries in which tzey are
Physically loceted. The Swedish authorities initiall? resisted eny such
action on the grount tr:t Sweden cold not be helcd responeible for the
liculdrtion of asseis over which they had no control. At a subéequezt meéting,
ha_weger, they yieiaea to the 4Allied position thzt while ther &id not heve
Piyveicel control over such assefs. trey neceasarily & ccnirol over the
information as to the holder of the assets and control over any ecticn the
holdgr of the assects rizht attermt to tale.

In orderfto expedite the prdgress of the negotiatione tre Allied
authorities presented to the Swedish delezetion orn June 5 an ouiline of
the proncsed accc;d. Briefly this Accord proviée& for the Forelign Canital
Control Offiﬁé to uncover, take into posaéssion enf licuidrte German propexsty,
Thé Allies egreed thzt provision would be\maie in Germeny for sui;:ble"
campensaticn»to those persons whose property was so liguidsted. The provosed
Accord provided for the contimuation and extension of the joint consult- tive
procedure already established; for the reciproéal ezchangevof ali'information
reiatife to German property ani szles of Germen property>vhich would be made
by the Swedish authorities; for agreement with the Aiiies on the terms

of the siles, the desirability of the purcha#er'and the salé'price.
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Provision vas mad.e for prohibiting the satisfax:tion of liens arising
out of transactiona occurring after August 25.A1939 unless the claimant
cculd prove the bona fides of his cleim. The satiéfaction of all unsecured

‘claims was prohidited. The FCCO was required to remove undesirable perscns

‘from firms under ite cortrol. Provision vas made for submission of disputes
between the RCCO and the Allies to en umpire, to be agreed upm between
the fcurvgoverﬁments.v
In commenting upon this propoaed Accord, Justice Serdstrom pointed
out thet the satisfscto:y admlnistration of Germen asseta wae esteblished
by Swedish legieletion, and th=t the Swedes could not in these discuesions
elter sach leglslation 8o as to provide for Allied participation in the
administraticn of the program. Justice Sandstrom urged upon the Alliés the‘
' fect thet procedures alrealy exist for the exchange of‘inform:tibn‘and th=t
. o it would not be necessary to formalize thgse procedures by a written Aécord.
He argued thot a formel agreement providing for such a procedure mirht ﬁe
disaporoved dr the Rikedag, end fur;her that such an agreement night centein
terms which would later be sukjéct td misinterpretation. 1In shorf, the
Swedish position was thzt the Accord ﬁhould provide nothing with res?e;t to
the administration of German external asssts or the establishme§t~of‘cone
gultetive prodedures vith ‘respect to sucﬁ aéninistration. Justice Szzietrom
urged that these matters be left to vhat he termed the existent“Gentlenen‘B
agreenent®, The Swediah negotiators 1nsieted that the draft Accord could
not serve as & bgsia for agreement gnd sugggsted that it might be more
‘profitable to continuevthe diacussions hy covering {he various items on the
ﬁ . | Agen'da. I’he Allies s'aggested thet 1t night be profitable to discues next,

the ultimate diqposition vhich vculd be made of the German assets, and to arrive
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at an agﬁement on vvhat‘ share would/to tl;e ‘.llliu'an:ﬂ‘ what shere would
go’ to 't&e; Swelian Géver::mnt. Eauver..- Jmt.‘u:e~ Sanﬁstm consisteztly
refueed to discuss this point until all otker questions hal been covered.

At subsequent sessions the negotiztors discussed at consideradle

lensth the verious points included in theﬂag.em:

(1) The Alles explained thrt their clain to all German official
and parcetetel property was besed on the terms of surrender and the
positica of the Allies mas the de facto Government of Germany. Justice |
Sanéstrom st-ted thnt the Swelish Government would not recognize the
Allied Corirol Counctl as the de fecto government in Germeny and would
not conéic‘.er that the surrendsr documents constituted ai:;rthing more ,than
the surrender of the Germen army. He insisted that his instructions ; j"

prohiditeld him from agreeing to the turning over of German official

LN

property to the Allles,

(11) The negoti-tors then turned to tke guestion of looted pold,

<he Allies explrined‘their position tiet Germen iegitimatc‘gold regerves

et the tine of .the outtrerk of the wer hed necessgfily been exhsuvstel by

1943, and thet consequently'~mv trenszctions in gold br the Germens after
thet dete muet have been trenseftions in iootgd gold. The Allies pointed
out thet 1t wes possidle thet 4n eerly 1543 the Gernens mry still heve
held certain goid vhich derived from t~he German gold reserve mt thre out-

break of the war, but that such holéinge culd not be mede poseible

beceuse of thelr acquisit:loh of looted gold. Thus if Germeny bed not

engage& in siuch leotinge, they would heve exhousted their 2ol& holdinge

by eerly 1943, Therefore, the Alldes srgued thet any Svedish acquiedtions

of gold fron Geme.n;v efter 1°43 rmuet be coneldered as accuisitions of

1331683
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looted gold, and therefore nﬁould be retarned to the Allies for
apprqpriate &1str1bution to the countries from wach gold had been looted
by the Germans, The Allies stated that they haL deteiled evidernce on
Belglan gold held by the Bank of France, which hed beén looted by the
" Germans, reselted and subsegunently sold by the Germans as}Ge;man gold,
They agreed to'give the Swedisgh authorities full details'An the nmumbers
of the bers of such geld ‘They pointed out, however, thet full records‘
on aIl Ge*man gold lootings and transections were not ava-la*le. and
thet conaequently one could only do justice by relying on the velid
,assumptibn thet all acquisiticné‘of;gold from Germany after early -
1943 were acquisitions of looted gold.

Justice Sandstrom stzted that Sweden wes committed to the policy

of restituting proven loot, incluéing gold, gnd thrt Sweden was prepgred
ww: o to give full information of its gold trans-ctions in en effort to
disyinguish ﬁetween iooted gold and legelly trensferreld gold. He
pointed out that the Swediéh euthorities had Germen assurances that no
looted goid was being eold to them efter January 5, 1243, the date of the
Allied Declaration on Axle Acﬁs of Disﬁossessicn. However, he adéed
clearly thet some of the gold acquired by Sweden from the Red chebani
depot 1n Syitéér;ané may have contalned looted gold. Ee etated thet the
Swedish foait1;; fas that thqy would féﬁurn g0ld proven to be looted,
but that they could nnt accept’ the Allied position on the depletion of
Germen gold reae*vesf_ Ee stated that even if Germeny hed found it
_ : >»‘ possible to trans’er é;ld to Sweden legally after Januar" g, l¢43 onlv
. | 'because it hacl built up .‘1:8 gold aupply Yy 1ootine;s, the Swedish Govern~

ment cauli ‘not be nade reuponsible to return gold purchacid after thet .
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date wkich in fect was not looted gold. He referred to the ¥er Trace
Agreement of 1343 entered into between Swadern on thg one hand and the
United Stztes and Greet Britein onvﬁhe other under which Swelen wae
required to accept gold in payment for gocds purchrsed by Gernanyv
from Svedén. Sabséquentl?{ Sendstronm subnitted stetenent on Swedish
acquisition of gold from.the German Reichsdbank depot,in Switzerland
end from the Swiss la;ional Benk showing the subseqﬁent diepoezl Qf
sﬁéh gﬁld. The Swedish figuras‘aré enclogel kherewith,

The Swedish figures incluﬁ?d certein lboéed golé which hed been
acquired b7 them but subsequently soid to the‘Swiss.& The Alliesr pointel
out thzt it was necessery to hold the firet purchacser responsible since
otherwise the Allies would mot be in & pbsiti§n to engege in golé
trenszctions with any country until they had not only checked into thelr

gold acquisliticns fron Germany, but also thelr accuisitions from other

countries which hed ergrged in gold trernsactions with Germeryr, Initielly, -

the,swedisﬁ déiegation.opposeé this position, but wltim-tely azreed to
conform with this‘doctrine. On their pert, the Allies withirew fronm
thelr position thzt all gold acquired after Januar§ 5,'1943 muétAbe
restituted, since the Swedich documents reveeled not only thrt 1little

would be geined by following this line of ep-ronch but elso thet no, if

' eny, apgreciable'amounts would result therefrom. It was egreed thet the
. Swedes would restitute Belgian gold obtained from the Swise Netionel

Bani and acquisitions of gold obtained from the Germen RBeichebenk, In

effedt, the Swedigh Government azreed tc return armounts estimeted now
as 7,155,32554 kg. of fime gold, which is the quantity of gold derived

from the Bart of Belgium, initlally acquired by Sweden end rég9rﬁless of the

‘subsequent digposiﬁion made of such gold by the Swedish Riksbani,

o 331685
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eqmently atéted thrt Swelden would heve

10!1 ‘u'b‘
oo Beodlen gel0F t of gold which they had t
- for the amount of gold which they o
t W
s clain soris? / the German Goverament's guerantee thet ‘they would
0
1p N1
P““‘” old to Sweden., They stauec thet tus pffset would
or 100‘98" &
pos $T%

agninst the Reichebenk account with the Swecish Pikebank end
o mads

would total approximately 3R million krona., The Allied aelegatlon

‘ ,,qnested a postponement of tke dlscussion of this point until the

entire question of the disoosit*on of German assets could be te'ten uo,v
but theyr emphstically rejected the Swedish claeim.

(£41) The Swedliek delegétion next reised trhe question o the
"Black Lists". Justice Sendstirom regterated the Swedish Government's
often étated’objections to the "Bleck Liets". Principelly these
objections were thrt the listing procedures interferred with infernal'
Swedigh trade; th-t the procedures involvel the supnlving of irformertion
for listing p*ocedaree from Swedisg gourcee; thzt Swedi h lea zigletion
pronivite the aispenszng'of conmercial intellicence b Swe?ish artisnalse;-
that the 1isti£g procedure is strizzgly opoosed br Swelish public ovinion;

and that'the Lists are’punitive‘ana‘represeht quesi Juridicel rction

 without the uguel protection of democratic procedure. Justice Sendstrom

Btated thet the Swedish ooposition to the Lists erose primarily from their

contimiation since the war. - Ih'réply the Allied negoticstors réviewed‘;he
basis for the institution of the'Lists and the necessity for continuing
them in the post-war perio&. They clezrly pointed out thét the Lists are
not & diszuised sanction; thet the Allies w?re anxious to terminete the
Lists, but that they vere necessarily interreleted witn Safehsven

objectives and thue that thelr termination depended upon action ained
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at achieving those objectives. Qhe'A;lie; nrde it cleer to tle
Swe&‘sﬁ delegatio# thzt they were prevéreﬁ tofremové trhe Liets once
it appesrel th-t the Safeheven objectives vould be rehl17ed

(iv) On the qaestion of Germen patents in Sweden, Justice. Sendeiron
geve a detailed explanation o« the besis for the large anmount of Gernan
patents filed in Sweden, He pointed out thst the examineulon eccorded

patent applicetionsg in Sweden is generallv recognized es being of e hizh

'caliber ané thet consequently duringithe wer German *1rms vere anxioue to

obtain such eiamination. whiéh'éould not be obtained from the Germen
Patent Ofice. Moreover, he pointedﬁbut thet during the war there was
naturelly a more repid development o’vinéustriél'tecbﬁicuea end thry

thls part’v accounted for the 1ncreace in Ge*man pato“t ‘spplicetions.

" "He st:-eﬁ thot German petents are now fro:an in Sweden. Juetice Srndstrom

advised thxt he could no: erree to eny c_f“~e 1n trie si*uption without
fu*tﬂc” ﬁnstructle 18 fror Stoc&:olv

The Allied negotietor eteted ths the Allied Governmente were

 anxious to make‘German.patents, wherever loczted, freely evelilatle to the

netionals of all countries otﬁerAthaniex-engmy couﬁtries.~'9héy referred
to the.féct that'a'csnference on this4question'?as to be held £ ortly in
London, éné thsf it was intendéi to.iﬁvite Swedex to édhere t§ guch
prznciples ae might be adop:ed by tha conferehce; The Aliies poin%e& out
thet Swecen vonld obvious‘v gain from enterinb into sach en azzreevent
since its nationals would h,ve maﬁe availsble to them Gerren patents

in the Allied countries. Justice Sandstronm. sta ed hia a*rerwent with

the ob1ectives of the p*ﬁgram and his bdelief that Sweden would elhere to
such a policv but tu*ally reserved his Government!s position pending the .

fOﬁm&l submission uf the result of the Patent Gon.erence.
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() A brief iecussion vas elso held on the question of trade-
marks ip which ’éhe Aliied pegotiator expleined thet the intent of the
Allies wes to eliminete Germard trademerks wherever they exist insofar
as they repreaépt spearheads 61‘ Germen economic penetration end in the
pudblic mind are e_usociq"ted with 'éerman.v. The Svedish’”delegation |
signiéied geperal egreement with the edninistration of such a plen, but
pbintorl’ out thet 1nplame§tation naturally depended on & case by case
consideration a.nd on the resul 8 of subsequent discussions among the
Allies on the general’ tradan_zarx policy.

(vi) A bdrief discuseion was held on the queéti'on of repatrietion,’
during wvhich the Allies expressed their eppreciatiom for Sveden‘g past
é.ct'ion and urged that the o*atstgnding cases be digposed of expeditiously.
The Swedish negotiatofs steted thot the Allies could expect a c_ontinue.tion

- of the Swedish policy of repetrietirng obnoxious Germens in Sweden. Such
delajra gs had ﬁccurred, they expleined, aroce out of the necessity of .
Sweden's grenting, as & democratic country;. 8 full investigetion and
heering to those persons who were beigg considered f;:r fepatriétion. ‘

(vi1) The Allies ret;e;'red to the fect that the Swedish Government
had never authorized the Allies to obtain the records of the German Chamber

of Commerce. The German Chamber of Commerce had 3een finenced two-thifda

of  funds provid.ed from Germany end consequerntly the Allles considered it

to be German officiai pfe;’perty. -They therefore concluded that the ﬁlee of
the German Chasaber of Oommerce should be made available to the Allies in

the same manner &g had heen the files of the Germa.n Legation. The Swedish
. | aelegation mplied. that vthe German m:am‘ber of Commerce wes a Swedigh orge.niz;'

’ tion, tha.t 11’.5 mem‘berthip comisted. in large part of Swedigh nationals. and .
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that these hationéls hed pfovide& funds to tae Chamber of Comzerce. 'Qhéy
therefore rTejected the argument that it wes to be cezsideret officiel
German properti,‘hux zzgreed to meze svalledle thft nart of the files

of the Germen Chzmher of Commerce in Sweden &8 would_fe_of direct
interest to the All;éa in fhe Safeﬁaven progran.

(viii) The Allied negqtiatbfs requected the Swedish delegrtion to
obtzin ite government's c&operafion in tié developﬁent of & procedure for
1nvestigetion of‘ﬁbe sou}ce_of 1op£ed securities wiich mer be found in
SHede;. They suggested that such investigztions mighi be mrde on the
basie of lisis of securities looted by the Gérmans, wiich liete would be
compileé by the governmentis of tke countries fron whi¢h the secﬁrit}es
haé been iooted. The Swgdiéh'ﬁovernment would be in e position to exemine
ell treasactions in tke Swedisi neriet iﬁ orcer to ddscover enr securities
80 listed, The Swedish deleg=tion egreed troat any.complete plen for the
administrstion of & sezrch for looted securities would be given
syripathetic consideration._ |

A% this point the necotiatore had covered all items on thae agenda,

although agreement hed not been reéched on meay of them, However, 1t wes

believed apjropriate'at thie time to discuss the question of the ultimate

disposition of German assete in Sweden. Tﬁe Allles pointed out thet apart

fror any lezel considerstion thet mey be involved in the éisoosition of -

the proceeds obtained from the liguidetion of Germen sesets, the Allied
countries had & morel claim to these essete in order thet ther could be
epalled to the rellef and rehcbilitetion of cevesteted end depleted areze.

They stated thet while they recognized thaet Sweden hal claims egeinst

331689



http:a?'roprie.te
http:Germe.ns
http:Geri.12'.Ii

Germeny, they felt certain that Sweden wo:ld not waal to reelize a lirger
percentege of its cleirms then would be reczlized by those coantries which
hed guffered go much. Tre devotion of theee assets to relief anc rehnbilit:

tion was conslidered by the Allles io dbe conéistent with Sweden's policy

of giving eld and rellef to tae 1iberated and Allied countr es.
~ The Swedish delegztion reiterated its position thrt it would not

Vacc.ept th;a Allied lezel cla.im.’ They enphd.zed thet they recoznized the
Allied morzl cleim but pointed out thet Sweden hed alresdy contributed
extensively to the felief enéd rehabilitetion of devastoted erecs. In
this connection the Swedish deleg;'z‘tﬁon subnitted a swmery of Weden‘sl
contributions to reconstruction and relief. The vSwedish delezztion also
pointed out thzt Sweden could not transfer any of‘ the proceeds fron
Sweden, ‘tn.t thet whatever amount would be made afai letle to the Allies |
would hzve to be used within Sweden for the pu;rchase of goode, sudiect to
sup-ly liritetions., Justice Se.ndstroﬁ therefore recommented thatbweden /
wouléd, consist’gnt with its_legsﬂ. position, write off e gnell part of
Sweden's export credits to certein liberated countries deeirn-ted by
Swecden, but thet such writing off would not involve the utilization of

the proéeeds of liquidetion of Germen assets;' rather 1t woulé. be a

further éon;ribution b Sweden. With resdect to the German assets, he
proposed thet Sweden would use these assets t'o offf-set cleirs of Swe&ish
ereditors ageinst .Gema.w and woul& retain the balance 1“t.ez' such off-get 1;
‘& blocked account to be dealt with by subseguent ne"oti tions with a 4L‘u.'nu:e<
. | | reconstituted Ge-nan Government. thhough 1n1tia.1v no stetement wes made
‘on the sum to be paid out of the German assets to satisfy Swedieh cleine

ageinst Germany, Justice Sa.ndst:om' subseguently etzted thet out of the total
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of German ssseis in Sweden, 228 million kronor would be peid into
the clearing to satisfy Swedish clair‘ns,' leeving & balence estirr ted et
aporoximetely 150 million kronor. Justice Sendstrom ‘su‘csequently mede
known thet Sweden would contribute under this proposel one xnillivon
Bwedish kronor to the literated countries. o

The Allied delegetion rejected this propoisal in toto, They pointed '
out that while the Swedish prppo'sai save full considerstion to th |
bhre-dish legel views, 1t gavé no consideration to the Allied legel or
moral arguments. They stated that .tize rﬁaeﬁatibn of e sum in a blocked
account to be disz_msed of at a futu.ge dote in agreement with & recon=
atitutedA German Government ie drectlr contréry to the security o'bjectiveg"l
of these negotiztions with which the Swedish Government hed declered
ftself dn full evmpathy. The Allies elso pointed out that the Swedish
offer to contritute to the relief and rehebilitztion of devasteted
countr! as.’by wriﬁing off certzin export credits left the decision entirely
to the Swedish Gevernment ms to which couniries were to receive such |
contritutions. In effgct this 'm"ea.qt ‘that the Swedisi Governnent would
tai:e over ythe repzration responsibilities assigned to tre Inter-Allied N
Reperation Agencyr. |

In order to prevent e breaniown of the negotistions, the Allies
proposed that & sum be handed over to the three Allied Gﬁvernments éctix.gg_ o
as trustees for the coauntries nigné.tdry to the Peris Reperction Agreement .

to be used for reconstruction and rehabilitation, but with due rezard

" to their existing internationsl obliszetions and commitments. In effect .

this vould mean that the ellocetion function would be turned over to the
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Inﬁer-‘-.kliied Beparations_a&:gency b}" the three Allied Governmeris who would
use their influence in order to assure that"countries‘ with wiich Sweden
'. did. not heve or contemplate trade relat?. onship would not be compensated out
| of Swedigh kroﬁér under the IARA alloceticr <procedu:*e. Juetice Sandstrom -
believed that this arrangnenet or one elong these lines would %e
satisfactory,. ‘ | | |
The Allies subsequently .bmpoﬁed thzt the Swedish Government coﬁﬁri“bute |
- 50 million kronor for the assistance of ﬁon—repatriable victime of Gerren
aggz;ession, 75 million kronor to 'reconétruct_ion", and thet the excess
ebove the emount needed to belence the Swedigh-German clearing, i.e.,

150 million kronor, be pleced et the disposal of the Allies, as trustees,

for rehabdilitation and r’econstructioﬁ‘of devasteted arecs in considerztion
ané recognition of advances of the Allies for tize supoort of e minimal
German econogv.‘ The inclusion of the phrase “support of e minimal German
ecoaory" was designed to satisfy the Swe_dish legsl position thet these
funds were re].a:teé to Germeny and the German economy. It wes stcted to .
| ‘the Swedieh delegetion thet the 75 million kromor and the 150 million
kronor wozld be &istributed by IARA, but that the three Allied Goiermnenta
" would make every effort to insure that the ellocations would be mede oni;v
to countries heving trede reletions with Sweden, and that the Swedish |
Government would be free to wori out with those countries the pro’blém of
use of the fm;ds 80 alloczted to them. .In thia way, Swedeﬁ wouléd be in a
position to obtein those countries’ égreement‘ to use the proceeds to write

A . off existing or future trade credits.
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The Swedish. d.elege;tion pointed out thet in effect the Allies were

aeeking to obtain the equivalent of three-fourtre of the ’proceed's realiged
from the liéuiéetion of German essets in Sweden, wherezas the Alliee hed .
oﬁtaineﬂ._ only 50 percent of the assets in Svitzerlend. Tre Allies repiiei
that tﬁe. Swedes themeelves had asked thet tle Swiss Agreement not be used
" as & basis of a Bwedish accord. Justice Sandstrom efvised that it would
i:e necessary. to clear the Allied p:éo}insel wit: hig governmeqt and w.{;gest;ed.
the mqsiﬁilit}' of tempofari;y temine’tingt}-;e negotirtions 15 ‘order that
he could persona.ll;" repoi't to hia government, The Allies urged upon hn :
the importence of reachi.;xg, an accord!{aa gsoon as possitle and suzzested '
that it would be preferable for the delegztions to éontﬁ;nue to work on :
these problems without intemption.A Subsesuently, Justice Sznistrom
recommended thet the 150 million kronor belence obtainéé. from the
liquidation of German assets in Sweden be used for the purchzse of goods
~in Sweden for Germany, wsubdbject to agreement between Sweden and the
* rerresentatives of the tizréeu Allied zones in Germany as to the types of
gooés‘\vhich wouléd be g:.v‘ai'lable. He made it cleax f.hat the use of these
.goods would be unconditionel, subject ohly to auppl:; limita‘tions. He elso
indicated that the funds could be made avelleble immecietelr and thet the
Bwedish Government would be prepered t:o holé discussions co_ncerning‘theirf
immediste use as soon as 1t wes desired. '
In coneldering this offer thé Allied ,:"epréeentativves hac’. the besic
- problenm of ;&étermining whether the Swedigh offer could te mteg:ate& with
) . . ‘the Paris Reparation Agreement. Apert from the 50 million kronor to be

allocated to the Inter-Governmentel Cormittee o Refugees for the re-
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hetilitation and resettlement of non-repatriable viciing of Germen

- action, the Swecish offer left , belance of 225 million kronor to be

, dis?osed of pursuant to the Paris Agreemeat. Under the percentages agreed

to at the Peris Reparation Coanferernce, tlis would give the US and the

UK eacﬁ aporoximately 63 miilion kronor. The French ghare would toté.l~
ap¢roxima§e1y 36 million kronor.. The totel therefore o the US, UK aand
f&égch shares would eguel 162 million kronor. It ;0216 therefore dbe
péssigle for the French, US and_ﬁK to abeorb the 130 million kronor.
allocated for the purchase of gooés {or Germany a5 & parf 0f their skere,
legving the 75 million kronor to de distribﬁted to the other gcvernments
sigznetory to the Peris Reparations Agfeement, with a totel of 12 million
kronor to go to the US, UK, and France to complete their reparation
share, The Freach, however, pointed out thet because of the self-supporting
nature of the French Zone, they were‘anziaus to keep to a minimum the
am§unt they obtained for purchase of goods for the French Zoxe. This
wculd rquire the US, and the UK to taie their extire siere out of the
funds allocated for the purcﬁase of goods for Germenve The desiradility

of this wae reviewed with the interested officers in the Department and

in other government agencies, and it was finally azreed with the French

and gubsecuently with the British, thatfthis procedure woulé te Qatihfadtofy:
;‘The Swedish negotiestors were thefefore edviged that the Allies

could accept their offer but that in accepting it they wented it clerrly

understood that the Allies were tresting both the 75 millicn kronor

contribution to the IARA, 2nd the 150 million out of the proceeds ob-

‘tained from the liguidation of Germen assets, as funds to be alloceted b
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the IAEA. it wse to e u;it‘.erstooc‘:, hov}ever, thatA the US and the UK
would drzw thelr entir; reparstior ghere out of the 150 million to te

i ueeci Tor the purchasé of goods for Germenyv., It was elso ao-.reec"_‘ et the

{ requef—*t of the Swedish delear-tion, th;.t the US, UK and 'ﬁ‘rance vould use
their best efforts to insure thet the IARA would not a.lloce.ue eny prrt
of thg 75 million kronor %o Yngoslgvia, with whom the S\cedish Sovernment
does not presertly have trede relatiéns, and thatfthe_ a.llocati‘on an,ong |
the remeining countries wmld. be cooré.ihated as‘ best possiblé with tae .
degires of the Swedish autho*i‘c'ies. However, the Allies emphecized thet
the firsl decision cn distribution of the 75 million kronor would heve to -
remain with the IARI&.

With agreement :eacﬁed on the qaeéticn of the disfri’bution of the
essess, the negotistors proceeded tc the drefting of an eccord. The
Swedieh delezetion mele it clear thet they hed exceeled the terme of treir
inetractione in the egrBenents elreal;” reachéd vith the Allled repfe—-
sentetives, end thot the proposel eccori, once corpleted, would heve to
be referred to Stoc'tholm. Tbe,v.poiztkeﬁ{cut. the necess!ty of drafting
the accord in such manner as not to entazonize the Swedigh Goverament
and not to endange.\ ite acce‘otebilitv to the Swedish Rilsdeg. In the
dr:£ting of the proposed accord which was completed on J!;iy 3, 1745, the
"ollow‘n‘, salient points arose. |

(1) ‘ﬁth reference to the economic security provisions of the
progran, 1t was necessary tiet the sccord spell out in oanl™ verr brief
téms the nerticipation of the Aliiee in tke aﬁ@inistration end iiquid?.tiozi

- of Ge-men propert; in Swedea, This was accompliched by providins thet the

- 207 -
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procedure alreedy informelly extablicheld ae a meens of exchegiing
{nformation beiween the !C”O and.the Alliec miesions in Stockholm would

be continued and that &8ll relevant informetion concerning the progress of -
'liqnidation would be supplied by the Swenish guthoritice. Reference vas.
mede to the world security interects, to the promotion of freedtm‘of trade,
and to the avoldence of sales to ‘clgéks“. Sales were to be mede to
non-Germen nationsle and wherever possible they were to be pubtlic erles.
Pereons considered dangerous from the point of ?ieonf security weme to “
be removed from German-contfolied nntefprises. Proviaion vas mede for
prntecting'the interests, diréct or%in&irect.,of personévof non=-German
nationslity. liens ageinst German property, arising after Avgust, 193?,
were'to be preéumed invelid unlesg proven otherwise; and unsecured claims‘f
against perscns ic Gerﬁany vhose property in Sweden wes to be liguidrted |
were not to be satisfied out of such propertyr.

(11) It wes agreed thet the Governme:t of Sweden would s"vpatheticall*
exenine the question of the dispoeition of German officisl vropertr in
consultation with the representatives of the three Allied governnente,
and similsr trestrment wes to be accorted the physical vroperty‘in Sweden
of the German Stnte Railwaye.

(iii) The Bweldisk Government agreed to restitute all golé acquired
by Sweden and prove@ to have been ;anen by the Gernans from occupied -
countries, with tke p:o#ision thet any cleime of the occupied éountries )
,or ;heir banics of issue not preaented before July 1, 947. vculd be
barred. The Allies agreed to hold the Swedish Governnent harm.ess from
eny clains derived from transfers from the BVanish Rikebank to third

‘cauntries of gold to be restituted according to the ebove declaration.
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(iv) The terms of the accord covering the distritution of the
proceeds of liquiéation follo?ed the lires of the agreement srsviously
reached. Fiftr million kronor wes to be co;:tri’é.zted by the Swedigh
%verénent to the Inter-Governnental Cormittee on Refugeee for the uce
of rehbilitation ané resettleménf of fe.zi victims.of German action, a.nd.
78 million kronor wae to be contridbuted .to the relief and rehebilitetion |
of the count;iés perty to ths; Peris Reparstione Agreement. The drefting
of thls»prfovisi,‘on w'as. extremely diflicult eince the Swec".«ishr authoﬁiies
visheé to heve tke 75 million kronor a contridution, wiile the ié;lliea
were insistent that the dietrihtio:; of the 7F million kronor would
heve to be underteken 'by‘the IAZA, It veg agreed,. hovever, that there
would %e cqnsulﬁtion between the Swedish Government enl eech of tke
_ countries which teook credit for eny pert of the 7€ million kronor.

With reenesct to the 150 millien belsnce left from the d.istri&ztion ‘
of the proceeds of the German essete in Sweden, afte‘i' cleering eccinst
Swedish claims: the Eritish re;:resent.:the edviged th-t his governnent
- would not agree to a.n:? provieion whiclﬁ would restrict the ues of these‘
funds to the puféhase of goods in Sweden for the German econormy. It
wes therefore azreed thet for the Mose of preventing diseese and un-
reet in Germeny anc towerds the relief of the current burden of the Liliea,
the sue of 150 million kronor would be made available in a speciel acc@nt
with the Swedish Riiebeni for the yurch;se and delivery of goods to .the
hneric';an. British anc Freach Zongé. ‘but that ~rec’ogniti:on«vo~:.],ﬁ Te give.;x
to the principle of. mltileteral tradeand to the right to use theee

funde for the purchase of goode in countries othér than Sweden.
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(v) The Allies sgreed to indemnify in Germery eny Germane
affected by the li§uide£ion of property in S‘weden.A , .

(vi) A provision vas 1nc1nd.ed. defining the Geman property to be
d.ee.lt with under the proposed und.erst"nd.ing. vhich deﬁn.tion included all
property owned or contro.led, d.irectly or indirectlr, by any person or -
hlegal entity of Geman netionelity insiae of Germeny or su’b*ect to
repatrie.tion to Germany, other than persona vho heve not. since Beptenber 1;
1939._ enjoyed full rights of Gernen citigenship, or persons who were,

i)y Razi action. substentielly deprived of 1i‘ber't:'~_'l on politicael, raciel,
or religious grounds. o

(vii) It wes provié_eé thet questions of common intereet releting
to the understending of differences would be su‘bmit*.bev:’.' to an ninpife.
which procedurg wze to be the exclusive method of ﬂeteminipg n-tters
of disagreeent relating to this unde standing. -The 4nclusicn of this
provision was' difficult, since the Swedieh delegntion coneidered that
| eny arbi*raticn proceedmps was in derogetion of their position that tﬁe
administration of the program vee to be en..i:-elv a SveliskL responsibdility, .
Moreover, the Lllied delegations refuseﬁ to apnly the ar‘bit*e.ticn provision
to the question of non-8iscriminatory protection of’ Swedish propert:rﬂin
Germeny, since clearly the Allles could not dind the Allied dontrol
* Council and the IARA to gubmit to arbitration a questicn involving ihe’ir',"
functione snd. éﬁctivitias. ﬁ:e Stledish delee;ation fina...lv e.n-reed however.
.not to apply the arbitration yrovision to that clause of the accord. |

 (viil) The Swedish delegation Preseed for & Zuarentee thau the

Allied governmente would compensete Svedish owners of property in Germany
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in Swedisk kronor for any aésgté renoved b the Allies under the ?gparation
prograx or for 6ther pu:poséa. The Ailied telezrtions refused go accent
this principle but agreed tﬁat compensation would be peld to the seme
Qitent Bs wes provided for national§ of Allied count:ies whose dproverty

wae removed., The Swedish dslegetioﬁ insisted the’ the Allied position on
Swédieh property in Germeny was inconsistent with their position'on Germaﬁ
property in Sweden to which they claimed title, ané for the liguidrtion

of which they hel demanded the propeeds. The Allies regliedAth»t the

two ceses were’pot at a'l identicel; ‘thrt 1h the one caée the Swedes verei;;
liquiéatinz all Germen interests in ané title to propertr ih.Swedén. end
tant the owner was therefore entifled to equitable compensetion, whereas

in the case of the removals of property from Germeny, owned br Swedish
nationpls, oniy e perf of the essets were being removeld end novchange

was belng mode in the title of the owner. The Allies pointed out that
‘their action in German# was no.different than the ﬁorzml goverznentel
‘requisitioning.of sup-lies of & going coﬁcern end thet undef Qell-
estab;iahed principles of internztiorel law, it was onl§ necessery to

pay compensation in locel curfency on & non-Glscriminzatory basis for the
asgets so removel., The language finelly arreed upon in this dr:<t provided‘
‘that it was the intention of the Allied governments to give non-diserimine- ~
tory protectioh to the property in Gerﬁany of friendly foreign nationels
end to give due coﬁsidereﬁién to the principles of equiteble corpensztion
for renovals of properties froﬁithe.:ones of Ger—any occupied by‘the

three Allied governments. The Allies also agreed to méke‘arraggenents

for tﬁe admittance of an officiel Swedigh delegetion to visit the zones

~ of Germany occupied by the militzrr zonee of the three Allied goveranments tc

331699

-2 -


http:1'e!!\OvP.l8
http:S\-:ec.es

inspect pronertr of corporations In which Swelish neti-nals hed e

subetentiel interest or which were Sirectlyr ovned by Swedish nztionele,

(1x) The Allies acreed to eliminete the "blzck Liei" ané the United
States agraed thet it vould et the Aéarliest possidle Gste untloc’: Swedish
boldings in tkre ’Unii.ed Stateé pﬁrsué.nt to a procedure to be voff:ed out 'bv
~ the officials of the ﬁniteé. States anf. Sweden., The Allies privetely
,dgr;eed vith Just_ice Sandsirom not to Geler the removal of the Blae: |

Liet until the agreement wae ra;ifiea‘ by the Swedish Bilsdaz., This

was nede necessary on tre Allieﬂ sid? by tze US-UE egreenent to remove

the 1iste on JuJ.y 8; i94‘3~. With respecf to untlocikin,~ US essets in the ‘
United States, the Swedisk delegetion expressed the stronz hope thet

these assets could be unblocized prior to the retificeticn of the agreement‘
br the Swelish Rilzgdeg, obeerving thet (his would bevof sutetentipl

assistance in obtelnins such rztificetion,

(x) The dreft accord provided thr: the Swedieh Govermment woulc

not sell or trenefer Germen-ownes petents in Sweden, pending its p&rticipaf
tion in suck arrangemeats as mey be agreel to amonz thke hliéé. ‘Bovera- B
ment's. A similar provision wag lnclnded with 'res;aeét to Germen trede-
nercs an? copyrishts.
(x1) The accord provided thet it would take effect wpon its
eporovel by the Swedish m::sd;a‘;-. . |
~ Coneidersble difficulty hal been erperienced in the dr-fting of

thie Accord, since the Swedish delezntion carei‘ull:." rovieved e~ch phase in

the proposed Accord and inmsisted that there should be no languese within

the Accord vhich could in any way be construed es incongictent 'with tre

|, . | s
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Swedish legal poeition.‘ In view of fhe fect fhat the'Sweéish Gﬁvernnent
considered its'coﬁtribution of 50 million and 75 million k:onbr respectivelr
a8 contributions‘unrelated to German exter;al aésets; while the $llies
necessarily considereld these sums as being; in réali§y.‘derived fron the.
proceeds of the liguidetion of German mesets in Swefen to be distributed
by the IAZA, the problem of finding languagé to satisfy both these vieve
was not easy. Inumany instances difficulties of language directly a‘fected
lubsténtivé issﬁeé.- Unlike the drafiing of the Swiss Accord, where the
Swiss did‘;ot too cerefully consider the eiécf lenguage employed in tﬁe
terns of the Accofd,ﬂthe Swe&és were proze to question alqott every
prrzse. Finelly, the proposed Accord was égrepd to among the dele;:ti:ns
end or July 3, 1946 it was raferred to Sté:khplmvhy the Swedish Gelegetion.
| ‘ﬁuch to the &ispleasure ané,strogg digammolnineat of the Allied
Gelegztions, the Swelish Governme£t cab1e& back very specific disezreements
with the »roposed Accord and recommended changes iﬁ ianguage whick Girectly
affected substastive issues. Apparently, the Swedlsh delesstion recelved
very strong 1ns£ructions f&om tﬁeir‘éovernment’wbich ériticized trem for
heving éxceedea the terms of taeir authority. It thus becene &ifficult
for the Swedish celezstion to compromise on language\vhich hzd been aub—v
mitted to then by the Swedish Goverarent, evén in those cases where ther
vere'nof avere of the besis for the Swedish instfuction and propoaéd chaggé
41n languege, Consequéntly. the last week and a helf of the nezotirtions
yere devdled to & discussion of detailed lenguage changes wbich.sériously
went into substentive issues. It was most difficult for the Alliec to cesl

with the Swedish delezation in view of their iron-cled inetractions.
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. ffioultiee vh&ch the Sweé.ia.a Government haéd with the Accord
(1) he Sveéish Gov'ernment 1nsisted that the distridution of the.
75 ﬂllion contrib.‘tion was to be determined in the finel 1nst“:.ce by
the S‘deé.ish Goverunent., The government mrintoined that si.ce this sun
represented. a contrihution, they had the right, in 80 malzing sach a ‘
' contribution. 4o d.etermine the recipients and the amounts to be allocated
to the racipients. _ ]

(i1) The Sved.ish Government restricted the use of the 150 million -
to tbe purchsae of goods for d.eliverv to the German econom,v by eliminating
any reference to multilateral trade Jand by restricting t use of such
Punds to the purchase of goode in Sw_eden only.

{111) The Bwedish Government could mot egree to the erbitration
provision since it a.é.rnifte&, An their view, & paffcicipation in tle ‘
Svaé.iah adninietration by the Alliel gbverm:xents. Moreover, -they opposad '
the view that .the erbitration provisicn not be madé ap2licrble to the
q;ueetion of the protection of Swedish property in Germany,

(iv) The Swelish Govarnment could not sgree to the provision thpt
all relevs.nt informstion regcrding the progress of the liquidestion should. :

“be supslied to the Allies. Horeover, it took the position thet 1ts

' present policy is not to allow 1iens unless thev are in fzct bone fides ami“
that therefore no provieion va.s necnsary for this. !Z"ne Swedish Govern- ’

A ment al8o objoctod. to the m'ovision covering the removel of undesir-ble

persons a.nd to any inclusion of & deﬁnition of Germen prope.tV. Their

'o'hject!.ve to a d.etinition Vas base& on the frct thet the Bwedigh legisla.tion
‘ .ademtely pmided for such’ daﬂnition ‘and any other definit* on might be

ames
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confnsing and inconsistent with the terms of Swelish legislation.

' . o (v) The Swedish Government maintained thet under no circumstences
coui.d it agree to consider fevors.'bly the Alliec cleim to officiel German
propertv in Sweden and requested tnau t‘1is provision be eliminated from
the terms of the Accord. |

(v1) ﬂxe Swedish Government wes not saticfied with the clause
* covering the protection of Swedish property in Germc—.nqr. | .
Svii) : !i'he Swedigh Government 'reqnestec. thet in_the' unblocizing of -
Bvedish assets in the United'States. Sveden be given most fsvored nation
trea'tment. !l'nis wes inpossible. eginte in certein soecia.l cases, blocized
assets Were nn'blocked vithout any certificetion procedure. The SHedisH
Governnent also steted 1t would be satisfied with a nrovision giving |
‘Sweden the same terms as hed been accorded Hollend enc Norway. This
was also irmpossidle, since the terms accorded tHose countries veried from
ezch other, ﬁi any event, Trezsury applied a sonewhzt di“ferent procedure i
to neutrals from that s.pplieo to libereated co.ntries._

Obviously, the Sved.is‘l o'bjections rcised considerable substantive
d.if“iculties. l’he discussions on these points wvere finnlly regolved in the
menner set forth below, | |

The form of the egreenent as finelly reached was changed to a
series of let_ters. some to be sent to Justice-Sa.ndstrom"by the Chiefs of -

Allied delegations and others to be seat to the Chiefs of the Allied

delegetions by Justice Sandstrom. Althongh the form'vas not sonsidered

important it should be noted thet the use of this form 'oem_tted the Allies

to obta_n the inclusion of an arbltration provision.
(1) The Iirst tvo documents exchenged were identicel leiters

- covering the besic understanding., The letters provided that the Swedigh
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Government would eli‘:ainate all ‘German 1ntérest in Sweden ead tket the |
procedure a.lready infomlly esta‘blished snall be continuea AB & Means
of exchanging imomation regard.inr the d.iscoverv end liquiu.rtion of German
propertv. In this wey, the consu_ta..ive procedure was deﬁnitelv mde

applica‘ble to the 110 ziﬁ.etion of Geme.n propertv in Sweden. "’hia letter

‘also _covered. the disposition of the 150 million kronor and provideé that

to assist in the prevention of disaase and unrest in Geman;r ‘this sum

vould“be used to finance purchases in Swed.an, or in aw other mariret, of

easentia.l; commodities for the Ge:fmg.n‘econqmy. The 1nclusion of the
phrase "to assist in the prevention ‘t;f diseace and unrest” was insisted |
upon by the Allies so that 1t would be clecr to the public thet this sum
of 1“0 million kronor wee not being nzle aveilable to the Germans in crder _
to better their position in comparison to thet of the liberateﬁﬂcuzntries,
but wae only being applied to mairnteir & minimum stendrré of 1i7ing in
Germany congis tent vith'ﬁhé terms of the Potsdan Protocol. It is also to
be noted thet purchases in merikets other then Bveden are suthorized.

The indemnificetion of Géme.ns,w‘hése prope:'tvin Svxeden is
liquidzted 18 also incluc‘.ei in thie document. The document further provides
for the restitution of ell 1ooted gold br Bweden, a.iong the sznme lines as.
the previous ﬁra.ft. as vell as thg Allieatgoyements' undertelding to .
bold the Bwedish Government hs.mleés from é:gv cleime derived fronm tmﬁéfers.
from the Sweflish Riksdag to third coutr:lea of gold to be pestituted.

mvergencies on *tbe 1nterpreta tion ané acope of the a‘ocve proviszon nay

" de referred to a.rbitration i" the four governnents do n.ot othervwise azree,

The 1nc1u§ion of_this provision 'protects the .Lllies with respect to anr

o ae - .
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importent ad.minivstrative actions by the Bwedishk Government end with '
respect to 'non—liquidatién ‘of property which the Qll;eé consider to
be German, This ie accompiiéhed by the fect thet A:tiéle I of the
1et;ber providea thet Sweden will eliminete Germen 1nterests in ‘Sweden.
~while the arbitretion provi.sion goes to “tbe scopé of this clause,
| Go_\sequentlv. the Allies mainta.ined. thet should the Swedieh’ Government |
fail to treat a8 Geman propertv in SVed.en wkich the .Lllies believe to |
be Geman. the question may ‘be mbmitted to arbitration. _ ?he éllies
made it clear to the Swedish Goverment, however, that they &1c not
intend to uﬁe the arbitration clause ;unlegs a‘psolutely nece#sa:v ané to
consider 1t only 1n-ca;ses of importznce. The atove cleuses were ;gree& .
to by the Allies on 'beha.lf of the countries signa..o:'y to the Pe.*is
Beparationa Agreement.

¥ith refereace to Swedigh proper tv in Gerneny, the p-ovisim gives
noh-discriminatory protection to suck property and provié-.es for compensa~
tion in locel currency in the casé of removals. Bimilarly, fhe letter
d§e§ not changé the p:"ovisi'on of the previous ar-ft Qcoveriﬁg the 1nspectiicn.. '
of S;fedish property in Germenr by & Swedish delegation.’ |

(11)’. In 2 letter from Justice Séne-.strom to the Chiefs of the
Alli‘ed d.eleg;tions the Swedish Goverament agfgea that in the iiqvid;:tion.‘
gale or transfer o! Geman property, ’d.ue regard vill be peid to warl"d. -
sscurity interests. eapeciall,v the interest of eliminating conpl.etelv
all foms of Germn control o.nd economic interest to the interect of
the national acononw and to the obteining of the highest possible prices. “
‘Tnie letter also’ providoe that salen \dll be mede to non-Geme.n nationals ar

-when practicable. trill “be pub].ic nales. o
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Witk respect to the interest of noné-Geman foreign nztionels in
sﬁch'properﬁy; they ‘are o be dealt with in the same menner & those of

‘Swedigh petionzls., The FOTO is obligetes to inguire into the neture -

of the liens an? cleime ag;:ins"; German property, ené particul:zly those
which arose 1m*néé.iately prior to anlafter the outbreak of wer.
Gernmen prope-ty is defineld as ixiclud.ing all property ownel or

 controlied, directly or indirectly, by any pereon or legel entity of

|

|

|

! ‘ ' .Gernan nationé.lxty ingide of Germany or gubject to repetrieticn to

I Geme.ny.. other than éersdne A\Ari'xése Acase merits exce~tional treztmeat. . -
Tris broad deﬁnit"on was deened by t.;e Swedes to be consistent with the ta

- of the definition included in the Swed.is}x 1egislation. .-ile the exclu-

sion cleuse pernits Vthe Swedes administrativelﬁ* to exemt ceses infirectly

] involving Swedish nzticnzls or ceses wiich merit specinl consiéeration fc_z:~

huneniterien reesoas.

A - ) Thie letter is acknowledzged by the Chiiefs of ﬁhe Alliel celezntions.

(1314) A letter from Jusitice Seacstron to the Alliel deles-ticns

} - provi&es thot wi‘bh resnect to the paregrephs concerninzg the use of Germen
l ‘assets in Sweden, the Swedich Govemﬂent ves etle to mrite the ensesenent
on the arou.nus th-t the proceeds of liquicatinn are Germen property and

tb‘,erefore' may be usel as peyment for deliveries of commocities for Gerzne.ny.

|

' in conformity with the Swedish clerring legieletion, p'rovidecl compens:‘iqn
| | is riven f;o the éwner. The inclusion of t:is letter ve.a pade necessary |

} ty reason of the fect tht the wedish delegrtion was uncer instruction
to make clear the Swe(’.ish lere.l positisn, 1.e., it coald naite available :
these asaetl for such pm?ose only because they were 1ege.1 ly entitled to

do 8o under the terms of “heir ag*eement with Oe"'many. In acknowledging -
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.thvis'letter t*e Allies steted their underetané.*ng thet the Svwelish
- gtatement does not affect the ar*:.ngements described 111 the be.sic docu~ -
ment, ‘The 5wed.ish letter also seis forth tke understanding thet the
Buasia.n Gavernnent would have no claim to use the Germ assets 1n
' . Sweden for the benefit of the an_sian Zone, which is conﬁmed by tﬁe
Allies in tielr leiter of i'eply. | ‘ ,
: (iv) A memorendunm signe.d only by the Chiefs of the Allied &elegationé‘A

states that the understanding reached .\eith”thé Swedigh delegetion does
not preclude the poasibility.th.:zb 17 the liquicetion of Gernen ascete

In Sweden ylelds more than the estimited 376 million kronor, the
"Allles may requecst the Swedish Government to dispose of euck excees in & .
;mnner gimiler to that which it hed égrsed upon for the disjoﬂtion of4
the 150 million krcnor., Tkis memorandum wee skown to the Swedich delege-
ti;:m which expreseed its concurrence.

. Wnile it is not expected tint the liguication of Gerhan essets 4in

Sv«eden will yield subste.nt‘al" ¥ .more then the estimated 378 m_llicn
| kronor, thls memorendum was dr:fted in order to proiect t‘:e 'A.'A!.lvies et

gome future date from lgcting in violation of the terms of the Accord; for
if the liguidation shoﬁld vieldu substantiany ‘more thar 378 million krdnor,?
the Allies would wisk to ley clein to 1t. |
) (v) & letter from the Chiefs of the A_lied E.elegations tc usfice‘
~ Sandstron stztes that no future cleims will be presented to Swelen by the
Governments gign-tory _to the Perie 'l%epa:-ation Agreément ‘;r.lth rez~ré to a.n;e |
golé acquired bv Swefen from Germany anc trensfer-ed to fhir& countries :

prior to June 1, 1945, While the terms of thisg lettér ere, on the face,

- 219 -
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limiting in effect, the Allies have not received eny GViﬁenbe of the

existence of any suach cleire, and the inclusicn of such 2 letter wes

neceesary in view of the fact that the §wediah‘ﬁovernment wishes t6 have

-8 definite figare for t- eir obligatian in t:is resdect. The letter is

acknowledged by the Ghie’s of the Allied dele*puiﬂns.
(vi) A.letter from Justice Sanéstrom states thot the SWe&ish

GOVe*nrenv will contributa 50 nillion kronor to the InterbGovernnentel

. Committee on Befu,ees and thet it vill use its bes. eZJorte to mae the ‘:°

-

 funis akailable as soon B8 possible and 1n such manner es to best carry

out the aims of .he,committee. This letter elso Btetes that the Swedish %?
Goverament will nexe available 75 millicnfkionor which thevr will allocaféiﬁ
among countries pérty to the Paris 2eparatior Agresment; the eclsfon on ;f
allocetion to be mzde on the besls of exchznzes of views vith the éllies‘
acting'on behaif of sach countries aad w:tﬁ fevorrdle consideratisn of
their views. Whaile this provision lesves the ultizeve decisioﬁ of the
istribution of the 75 million kronor to the Swedish Government, it does |
roviée for disfrihu@ion té cduntries party‘to the Paris Reparetion
Agreenent and with fevorzole conelideraticn of the views ol thoee cdantries:
"herefore. while the Swedish Ga.ernment maintpins, on the face of tke “

docunent, its right to mete the finel distribution, it is fo* ell prectical ;

. effect connmitted to follow the views of IARA, This letier acknovleaged

by the Allies.,
(vii) A.letter from the Chiefs of the Allied delegztion to Justice
Sanﬁatrom reserves tha Allied claim witkh resnect to Gerﬁan official propert(

1n Bweden, This letter is acﬁnowledged bv'Justice Sandstrow. Similarly.
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e seperate letter fron the Chiefs of the Al’led delegzticns seis fo=th
~the understending thet the Swelish Qovernmest will gi?é fevorehle con~
‘;ideration to putiing the rolling stock and accessories founéd in Syé&ei
of the Germzn sfate ﬁailwars at the cisposal of the apdropriete Allled
authority, whicl. understending is confirmed by Justice Saﬁdstrom'in
his leitter of renlv. | ‘
(viii) Other metters dealt with in the exchenves of lettera ere
es follows. |
(1) "he Svedish Governnent gzrees to tage steve to uncover
proﬁerty held outeide of Swelen’by or through Swelish nrtionzls
and to mee the information obtelned from such inﬁeéti;ftiéns
aveilatle to the Allies. |
(2)  The Allies express their epsrecistion to the Swellsh
Government for the procedures estzblished for the re=t1 tutien of
propérty loceted in Sweden lootel b;- the Germens, which provision
the Swedish Govérnmenﬁ agrees to contizue in forceuntil July 1,
1947 urless the epilicetle legielation is extended. AThe Sweclgh
‘Govérnment aleo egrees to cooperate‘in locating looted securitigs.
: (3) The Swedish Goveranent éxpresses ite irtention to
repatriete 28 soon ms possiltle aﬁéh Gefmens as.are‘defenpineé by
Sweden to be obnoxioue. ;
(4) The Swedieh Governnent agreea not to Eispose o’ German
pauents for three months exceﬁt vhere, after notice to the Allles,
- this 18 meﬁe necessary. In this connection,‘the'AIIies point out

the generrl policy expectel to be followed with resnect.to German
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"trademar}.:s and coprrights which the Swedish delegatlon ezrees

to bring to the attention of the Swedish Government..

' .(5) The SQed.iah delegation agrées to recommerd to 1ts Govern-
ment to place at the disposal of the three Allied Governments the
proceeds of property fourd in Sweden 'bélonging to victire 6f Kazi

: © action who have dled vithout heirs.
(6) - The Sweé.iﬁh Government agrees to ¢isclose to the repre-
sentatives of the Allies eny infornation contained in the files of
‘the German Chember of: Gﬁmm'erce w:zici: mer be relevént to the o‘bjectives;'

of the understanding. ’ | | .

(7) The Allies aivised the Sweiish delegeticn thet in
recogziticn of the understending resched with respect to ligquidation
of Germen interests they had'elirﬁinatea‘ the "Black Lists" so far
s Sweden or known Swedish neticnals ere concerned. |
(8) On ite own behelf the Chief of the delegeticn of the

' v United States steted that the United Sictes of Americe would uh-
block Swedish holdings according to procedures to be woried out by
the officiels of the two countries. A |

(2) Tue Allies also a.avise_d:the Swedish Government thest thé,v
have un@er considerstion the subj éct of Swedigh representa'c‘ion.inﬁ
Germeny and expressed the hope that eafisfaﬁtom arrah'gez_nexita coxld
be worked out for the esteblishment of Quch representation;"

Ina memoi'am‘.um vr'i\tten br the Cb.AiAef of the United Strtes deleg~tion |
. ' to tre Chief.of the French delezetion, the United Stetes Government on

its own behalf ané on behelf of the United.ﬁngdon‘: azrees thrt in the
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distrivution of the ‘75 million kronor, a sum of 12 million kronor will

. i . rexain after the countries other then the UK and Prence heve been

S et
| .

allotted their full ghare and thE.v this entire gun of 18 million kronor

will be a.llocated to Frence. In return the amount wiich the UK and US
ere to recelve from this sum is to de 1nq1uded in the ghares which these
two countries are to reéeivé trom'fh.e 150 million kronor refe-red to in

the principal letter.

N

P.  ECURCETN? PROGRYY TN , TEREICCRIZS, ETC.
1. ishnent of Py Office
In Noventer, 1942, afterAt!ze co::mencéme:t of the Noxth _ﬁﬁcm carpelgn,
it vas feared by Foreign Funds Control that U.S.'relations with Spain night
Vdeteriorate. As a result, e leric 1] situation mizht develop in Puorto Reo vhere
there were lerge Spanish holdings end where muct of the economic life wes
) domineted by Spenish ‘intéreste. E ' . .

f ' At thet time the Foreign Pu:és Contrcl prodlems were harlled in Puer..o‘ Bicc;
by the Governor's Office. Sirce it was felt thnt the. Gcntrol's protlems cazld
not be henédled a.deq\;ately br tl;e Governorts office in tle evezt 0F trouble
with Spain, a growp wasAaent from ’Washington to esteblicsk a Foreigrn Funds.
Control office in Puertg Rt‘c‘o, la”cé in November, 1942, after clerr'ancé with

 the I)eﬁartment of t):e Interior. In gene;r.l, it barried out the Oontv-o’ 's
prozren in line with ﬁirections fron Waehington !rh:!.c“x for the most pc.rt, '
were smilar to tl*ose avplied to persons and enterorises in tre United Sts-.te‘s.‘.
Ehe Puerto BRico o0fice was closed Jammv. 1746, ‘ |
. 2. Be-Eetemit ri) . Of |
- - With tha liberation of the Philipnines, a Foreign Pum'_s Control 0*‘*‘1ce

ves astb’olishcd in H&nila on an 2%, 1945, This Office edministered the
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the freezing controls in the Philippines. The '.'fres.sury represe;xtative in
charge ;:" the CZfice edvised and consulted with the 'ﬁlit:ry Authorities

‘.‘/'it:: Cormonwealth Governne"t in t’mee ﬁnanc*al and econormic retters in
which the Department had an interest. '

In order to §revent pereons who collé«broated with ;he enemy ffom'

trensforring their pro’its or assets \fh..c‘1 they held for th e enemy out of
the Philippines to se‘.fehavven. ‘our officve -exerciged a cogrplete co’ntroli over
the export of tmfrency. securities, chec's end peynent orders of 21l kinds.
Arrangements were mele with Censorship authorities to prevent the unauthorized .
export ofl BNy su;h itens, whether by mell ;o'r'cr‘ble, of by pe':‘sons' denerting
‘fram the Fnilippines. These controls were &lso usedAto prevent the compietio‘n "

of trens-ctions wrich were initisted under durees dur: rg enery occu*aPti'm.

'With the reinetitution of the freezing controle iz the Philiprines, the

Propert:r of nztinrcals of blocikel countries, such as Speiny Switzerlangd,
y Ching, France, etc., were bloced. In aidition, of course, the cesess in tre
' continentel United Stetes of all persons in the Philipoines hrve beex '*~1oc‘:ea‘

since the Jepanese cccunrtion. A | ' L S

Yo
5

The primery o‘b,}ective o‘ our Philiprine O0ffice vas to reniil" reo-aen " - "::L -
- chennels -or normel 'tmsiness gnd trade activities anc relezee blocted as=ets .

for the rehcbilitct* on of ‘the P‘nilippines. while at the seme time vrevertin.v

o‘njectiona'ble elements from ‘beneﬁtinr. This wae.accompli ched prim.rily ' i ;'
i t"‘rough the licensing technique. | ‘, . S ’.. I

"'he Bamdng Division of the mnppine Fetionel "‘reestu*'f u’es igsued
. ' _ three blenket 11censes coveri.‘g tre.nsactions in con"ection ¥ith 1mo-ts into
| ' . the Philip;ines. 1iving- exaenee pe.,vments from in:’.ividuel-a i'n thq!'hilipni:aes

to indivi c";uala in otter pzrts of tne United. Sittes,. ‘ane livin- exnense with-.
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drawals by pe*sons 1ﬂ the Philippines fro-n their bleclied acccunts in

trie countrr. Corme*c"el dban'ts, nrior to the res*:mtir\n of treir ope*p‘cw.ws.
vere licensed to obtein the use of tlocked funds for reh:.‘-:ilite.ﬁi:n purroses
end it wae lt_he stated policy of the Foreipgn I‘u.ncis 0<fice to coordinrte ite
_lice"xs..n, of the ‘bt.._.s witkh the g"anaing of pemits b thn Commonwealth

Banx Conmissisner. Consonant with %ke eim >f encoureging p:‘iva‘be trede, B
munter of licenses were issued authorizing 1nri.ivid-:als.and coacerae to
vyurchg;se. goofs in the contine-tal United States for shipmezt to. the
Philij:pine;s. Liverel opereting licenses were granted tp pumerouze bloc’ed
f'tmslizzess enterprises 1n the P}ﬁl.{pvineﬁ, 1nc1uﬁin;.: scveral Swigs firms,

gach as FNestles lilk P*oaucts (bports) I:;c., which vwere iﬁ 2 better “inencirl
position then most loczlly owned fims ‘to resuné normel opgrs—.’:ions es en

e.id to the Prilippine ecoromy.

As comrmercial Drnlze resunel operstiors, as shipning freilities beceme
evellztle, and as tlie economr of the Isleads wes restored, the licensing

ectivities of the Office increased. This event wes met D~

t-e issvonce
of tleaet lice%ses. } -
It ghould beaoted thnt enecic.l tlocidag controle were znpliel to
collabarato:js 2fter ceces egcinst them were ‘ﬁevelo;\ec‘. b7 the Btefs t;f Fornten
Funée Control in cooperation with the militrsr a‘atiﬁorities in the Philip’_pir.es'.‘ A
The controls exercised over 4colla‘bora.tianista vere & tetp&rary nesns of |
~ essleting the Commonwealtk Goverr.ineht since 'the*protlem was ultinctely end
1 ~ basically a Philipniﬁe Goveraneat &;pro"clem.
. In edéition to ac.m‘nisterin* the freezing reg.z_atioas. the Bteff of

the Foreigr Funds Qontrol OfZice hel the responsi‘oility. as recresentrtives

- 225 -
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in the Philipnirne Islence of the Treasurr De: t“e-t of rresentinz the viev-

‘point of the Department on &1l metters within the spk ;ere of 148 interssts,

= ’I'he. Commonwesl vh Gove m'wa»::t wes co..x‘ronte‘ with the teoel: of reh~bil: tetig
‘itsu firzrciel and benzin:r sve ..e-*s, ent of resc;"v.'u:~ tie rels tea ‘protlems t!-et
'resx lted from Jc.ae..nese occun etd on. Alt ou,oh escenticlly e res*zcnsi":ilit" of
thet Gove"-n:*e“u, it vas nam..el boith t.L t the at_vice o t}:e ‘i‘re:sury Depcot-
ment j'be souzkt ani th.'-t Iﬂ.’e Dews.rtment be concerned wit}: tre ‘ma.nr;er in wZzic‘:_x.
‘be.n.';-d.n{;‘anc:.‘ cnrrencv mtters were ha..c'tled. a“t.c. \':1.._; tie &ecisiaﬁs in »espect
to the valic.it*' of treneactions ef“ecuec. under J a‘)anese rile, ’Gonseouentl}',
the Treesury repreceatatives were const"‘ tec. on all legfs-a.t:onprepr- ref in
~coazeeticn wiﬁ‘:; these protlens ead su;pliei';he Con-nb:ﬁ:eaiﬂ: Goremament with
infom&tio::a.‘m’. eivice on mers: es rela:i'n;;; to tre reha®ilitrtion of 'f:fn?:s; .
the reéem tinn of e'z rgencr cu'::‘encies the a%oliiion of %he erxchrnge sta.hirr&

ane. the 1e~ali*" of ocrmp'a':iﬁn tre.ms* tions.

n dagaet I, lomu, sone tuo montie ?;“ter t‘1e Prilipr-ines ecodires

Indedendence, the Trezsur: contfole in the Plzilippi%es wers ternin~te", Thig
ection - ' :
[was tased on a specific reguest of the‘Philip;;ine Govarnnent w.;-c‘ ih de-ved

the.‘ 1t 3e *lxs vi‘“tec’. its own co‘.‘brole end t*" *‘vvt*e'r' reticn % the Mreesnry ,
1 - wes ro longer reculred, At the ti'ne vwe -ternfinrted our ’Z’:ér:s"::;} gornt=els in
the Pp lipoines, we u..'“*locl:e' virtually all P‘m"ip ine &EBC\;S in tae U’n:'.t'e,:i
Stztes. For some tinme t-.erea!ter we cor.t‘zmed o » oc.x the esse ts of 25 perso‘.é
-, who were belleved to Leve ‘colla'borated with the Jepenesr éu rf.eg the Janznese
1 ‘ occupation. o . "
| . : . As & reeult of the terﬂimticn of tle ..repsu:r con»rols with res: rect

to the Prilippines the l‘o'ei Funds Control Off‘ice in the Prilip-ires was

-

_ closed. Kowéver, at the reque;t of the ?hilippiné Sovernment the two Treasurr

o o o lms- ' 331714
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rep:eseit&zives in the Prilippines contimued to render techulcel advice

fron time to tims.

LISION —— ADMITISTRAMIY

Tae prosecution of en aggressive'economiq_warfarc p?ogram otviouely recuired
en aggressively orgénized ope:ating’staff. ,It will bde recelled that’dg:fng ‘the
‘first vear ané e half of the Control's qpérationé its organi%atinn wes develooed
by a procees of accretion — groups vere'hapbazar&ly estéﬁliaheﬂ to treat wiih
pProtlens esfthey curreatly developéé. e difficultiee in?olveé in hentling the
highly tech;icai gubject nmetter end in ﬁexely‘tr?ing~tc remein gbrecst of the ever-
increesing volume of operations were such that ttere was 1ittle or no opportunity er,

focuesing upon proXlems of némindisirative menagenmezt, ¥o effort wee mele to evalu&tg

functi-nLe on en over—gll Yesis end iherezfier %o estz®lish dhe orzonizsiise to

cerry out such funciicn. Mor-over, no careful coneldersticn wes civern to the

reouisite quelific-tions of persoanel recuired. Thus, p-opls were hired in the :

initizl period becaase the - mer rave worzel in 2 banz; because they g hinve hnd feeil-
v ..

it with Jorelzn lengaage; beceacuse they nayr hrve had inovled; s of foreizn exchaue

azd vercing prectices. Thue, Just as the orgazizeilon Yiuet grev", so é&id

personzel "Just grow" witihout considerstion to the eciurl needs of the Consroli

¥With the incepticn of the war it was recognized tiet the acmintsir: tive
. str:cfure of Foreign Funce Control required im-edizte attention if the concrete
protlezs of the Control were to be hanélédjefficiently'and effectivelr. o thig”
énd en executive officer, highlr 4rained in acnirfstrative organizatiqn._wﬁs appoin#e&
to tre stelf of Forsizn Funde Control to tecizle the problem’pf creating & strong .
ené well ma#agei mechire, - | ' A

As a result of & §eries.of orgaﬁizational‘cpénges. each,:éprésenting 3 refine—

meat ani clarification of preceding brganizaticnal stracture, Foreigr Funde Control |

331715
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Ceveloped an orgsaizatia el plan elcngz sound functicael lipes wiiceh Hroved 4c te

simple yet highly elfective in operaticon. Zhe 11cer. , enforcenent, and adninie-

tr&tive nenezenent sei'vice-fﬂmc lons Were carefilly; dilTerentiatel anc £ull a:ztl:brit_:' ’
end responsibiliir were delegrted to en Assisiznt Director in ewuch field,
regooneible to a Director who was also an a&ssistzat to the Secretor:, Since t ere
vere coztiruous chenges with.i‘zz‘ the :sections end unite \fithinA each divielon, directed
.tov-e.z"&s inproveners, va:;c‘;refinement*, no aﬁtempt will dbe ma‘.:de tere to discuss the |
-functio;:s of éach section cnd unit within a d.iifieion. Questi “ng oé‘ interzal
Jurisdiction were red.lcec to e min..mum b t..e Preporetion an aﬁoption of. clecr
stotements of t‘unction with resnect to each op_erating unit, This pemitﬁeé the
"Director of Forelzn Ranés Gontrol to free himaolf from most of the {etrils of the
day to deyr onerations 80 th.czt his ett ent‘ on cor.la be directed &lmost excl—eively
to Proalema on the. policyr level. o .
Gonsistently with this progress end imprcéve:enﬁ in the internel oréanization,,
Foreib‘- Fonds Control 1n Septenber, 1942, was divorced from the Oifice of the
g Secretary ané accorded seperate admizistrative stotus corpereble to other burea:.zs
witkin tke DTrecsurr, of -similar sige enc i:aportzmce.‘ The Director of the Ca:trol
conti :med h.owever. to report to the Sec*et‘..rv tl:rou‘,;z the Genersl Counsel. In
edcition, following the et ugulishment of Foreign eF\m-‘-s Control é.s a burecu, en
administrative accounts unlit vas esteblished taring Qver the entire functiorns o’f
payroll preperation ano‘. accounting for the Foreign-Owned Property Control Apnro-..
prietion. | .
Personnel was carefully recruited. With thé objectives ect fu.nc’:tio:ﬁs ol
Foreigzn Pax;és Control now carefully eryetellized, treine lewrers, ‘econonists
' and icvestigetors were hired who were equipned to. haﬁdle the tecf.nicpl pro'tiems

of the Control. In addition, to .a.feguard ageinst the lose of personnel to the

arned services, Foreign Funds Control embaried on a carefully defeloperl recruiting .

331716
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prosren, women‘wére hireé on a broa&»baais.anﬁAgiQen>gvary opportunity to hagdlé
'Vthe highl% teChﬁicél prbblems. Top pergonnel of the Centrol v*sitec sone of thé‘
lekﬁing vomen's colleges in the coantry to tzlk to prosnective g*acapuee to
acquaint ther vith and inuerest them in the operatione o‘ the Control. A gro: up
of theae women came to ?creign Funds Control. Epwcial -‘-asarv prog*ams ‘were
~ instituted to assist in acau“inxin; them with the besic ope"ations of thn Cant“ol
pri tor to assignnent to e zpecific odex viOn. In fact the top ataff o’ the C wtrol
devoted mch time not onlv to this development o. en 1n-"r¢amwx%;probgaw but to
par -t;cipatlng directly 1n the execution of thie prozran, '
In reccrnitlon of tre key pcsition occupiea by interﬂeaiate supe*vision 1n
-any orgenization a consciogs effort waes made to strenotaen channels in Fo*eign
Funde Control. ?hus. one of the imortant advances in Foreign Funds Con* rol

auninistrative procenare was the adoptzon of a recui*ement th t all anvoinvnenta S

and other personrel ac»ions be initicsted by, or cleared with the qpe*-ting s A';ﬂﬁ
'?w”; - pupervisors coﬁcerned; *his plan ir*ea-ate sa;utrrv effects in iroressing upon o
) eech supervisory oificer ‘his responsibilit" for the gene*al nan:~ewent as vell
1 | ~as the production qf‘ hig aubordinctes. Administrution manageﬂent conferences
-were institufed ené were influert.al in imvroving sqpevvision and supo“viso
1 o relaiionships. Onerational manageﬂent conferences were helé to which £11
pro’essional staff membere vere invited, and where tqp ataff menbers directc"._;v
1 - @scuselons releting to all the fnnctional prodlens of the Gontrol..AThese con’érencegf
’_assiste& not only in acquainting all the prafessional peraon~e1 o’ the Oont“ol ‘ o
,'Uith tke dawbto-day OPerations in everv saction end unit of the Gontrol.,but w’th the:?
| . top ltaff personalities. loreover. dailv luncheon conferences were held where the |
‘ top staff and 1ts eyief assistantg d.:?.scussed meﬁate Pressing casgs.cprrelated
1 ' activiiies.between theAdivisiona.‘énC exﬁlqred ﬁewlpolicies end progreme. Too often 11
g.»" : S vi- N o : . ':A"f : ‘331717 | .ﬁ;
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focagcel on gn’ re-exomined

in lere ove"-A’nz orsanizailons the too gtelf 1g sc igolrtel thrt it Coes not

5y

Zn~v its operriing esesisionts who are e imnc* at, eltrous too oftea Iznored,

it >3

ll,

Meors in the vhesl®, 3By the geme tozen, the osereiing aseistznts becenme aCnua1nten

with their so-celled "top bosces" ant were given an insizht in the ®reascns wiy"

certzin pro-rams they were czlled wpon to execute Were adoptéﬁ; others rejectad,

§4ill others modilied.. ’

Witk a ful awzreness of thae reletion tetween effectiive eftntistrative aenese-

ment anl effective operations the top sicz f, guring the wiole wer period, continously

the afminieirztive orgonizeiion of the Contxol with a

3 .
view to ingpiricg orgrairstion, redueing operctiocne to essenticle, Flexibilisy
irc pdersonnel manrcenesnt Deraltzed consient recesizrnment of personuel to nencle
tze most drmmordotn curvent Droviens wille 2t ile Brue time tlc 1ess imortant

verg eliler cemalotelr (derz rided, or rele’ tod to positions of unirportrn

roeniriag Less morscuncl, As

o]

resnit, ecoroxyr in opsrsticns resulied without

- ot

Jeenrxiizin: vl receomalicliment of prinrzy ohjectivzs, Conslezent vith tle prozress

v

o: i vor, 85287 wis Ceevoonel pmralirllr, opercilong were ro-ifiei, emoheels

vee Clrnced g0 Rt o the Sinme VW-Daoy arriveld, Forelzn Banie Cont rgl weg in &
Poeition, es will Te seen Lrter, to meize repic wresress in en orderly liguid-dion
0 its cuecrniinne, viile ¢t the gome ti:é efferling every protection to 1ts

ermnloress
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Be ‘!A’rogra.l for Final Resolution of Blocked Property Progran, A
Frpl ‘ B Remowml of Other Special ¥artime Oontrol Programs.
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1 2. Ouwrrency Oontrol Program

3. GChecks and Draft Program

1 - 4.  Oontrols of Art Objects L
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