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MAY '1 1954 

Mr. Saul Kagan
Conference on Jewish Claims 
270 Madison Ave. - Suite 800 
New York Ib,N.Y. 

May b, 1954 

HM/ea 

Dear Mr. Kagan: 

Enclosed please find oOPY of a Memorandum on 3.2231 

now pending before the House Committee on Interstate 

and Foreign Commeroe. 


The memorandum has been prepared at our request by

the Washington representative of Riegelman, Strasser,

Schwarz & Spiegelberg, New York City. 

Copies of the memorandum were distributed through

Rep. Jaoob K. Javits among the members of the afore­

mentioned Committee. 


There is a considerable number of claimants in our 
group who filed claims against German property vested 
in this country and whose efforts to have their claims 
paid out of this property would be nUllified, it the 
bill in its present; form beoame law. 

I would like to oali your attention to the explanations 
on page 5 of ~he memo. 

S1~:··f 
Herman Muller 

Exec. Vice President 

encl. 
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April 8, 1954' 

MEMORANDUM ON, S.223l 

PUrpose of this Memorandum . 

The.purpose of this memorandum is to demonstrate the inequitable effect 

. which enactment of &.2231 would have on a group of 3,500 debt claims pres­

ently pending before the Office of Alien Property. 

History and Present Status of S.223l 

S.223l vas introduced by Senator Dirksen on June 27, 1953~ It has the 

support of the Department of Justice. 

The bill was objected to by Senator Lehman and, consequently, failed to 

pass on the Consent Calend8.r~ It was called up on the regular calendar on 

March 10., 1954 and passed the Senate. It has nov been referred to the House 

Committee on Interstate and Foreign Commerce and is presently pending there. 

Debt Claims under Present law 

Under the terms of the Trading with the Enemy Act,' title to German and 

Japanese assets in this country has been vested in the Office of Alien Prop­

erty (fo:r.merly the Alien Property Custodian) ~ Section 34 allows the filing 

of so-called debt claims against vested assets. Debt' claims lIBy be filed 

against the vested assets of a specific alien enemy by American citizens and 

resident aliens who, immediately prior to vesting, were creditors of such 

alien enemy. If a debt claim is allOWed, the alien enemy's debt to the Amer~ 

ican creditor is paid out of the vested assets of that particular alien enemy. 

If the debt claims against an individual alien enemy exceed the amount vested, . 

the account .in question is declared insolvent and the available amOunt is dis­

tributed to the claimants on a pro rata basis. 
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Effect of S.2231 

So 2231, a bill sponsored by Senator Dirksen of Illinois,· would amend 

Section 34 of the Trading with the EneIl\Y Act by excluding two classes of 

debt claims: (1) claims against foreign governments (with certain exceptions), 

(2) claims based on foreign currency obligations. 

If 8.2231 were enacted, the only debt claims that would be allowed would 

be claims aga:tnst private individuals .or companies if expr~ssed or payable in 

America.n .dollarsor Philippine pesos~. 

Senator Dirks.en t 8 Justification of S.2231 

There are approximately 42,000 debt claims :pending before the Office of 

Alien Property at the present time. Of these; the :hrs~ exclusionary provi­

Bion (relating to claims against foreign governments) would elimate 11~000. 

The second exclusionary provision (relating to other foreign currency obliga­

tiona) 'tW'ould eliminate an additional 21,000. 

When Senator Dirksen introduced S.2231, on June 27, 1953, he submitted a 

statement in which he had the following to say about the elimination of claims 

against foreign governments: 

Elimination of the first category is consistent with the pur-' 
·pose for which section 34 was enacted, namely, the protection of 
American creditors who may have extended their credit in reliance 
upon the assets of the debtor in the United States. These claim­
ants should be proteded in their claims through the assurance 
'that the assets seized by this Government 1fill adequately cover 
the value of sueh .. claims. 

Recognizing the great majority of claims eliminated by Il\Y 
proposed legislation consist of bond claims asserted against the 
Governments of Germany and Japan and inasmuch as it has alwayS 
been the policy of the United States courts to recogniZe sover­
eign immunity from suit, it is clear that when these claimants 
purchased their bonds. they did not rely on assets of these fore.', 
eign governments located within the United States for security,: 
of their investments. Of the 11,000 claims in this categpry, , 
there are 4,794 debt claims in the face amount of $159 million 
filed against the Japanese G.overmnent and there is available for. 
their payment before deduction of administrative expenses of the 

http:Dirks.en
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Office of Alien Property only $1.563,000 .. with respect to' claims 
filed against German assets in this category, there are 3,443 
claims in the face amount of $670 million filed against .assets 
of only $]..?500,~000. pa.tently these claimants' can hope to be paid 
at 'best only an infinitesimal fra.ction of their claim..CJ" 

The Government of the United States under these circumstances 
should not be put to the administrative bur:den and expense of pro­
ce'ssing such claims and the War: Claims Commission charged with the 
payment to ex-prisoners of war and other c.Jaimants under the juris­
diction of the War Claims Act· should. not be deprived of the revenues 
which would otherwise be required to be devoted to the purposes elim'" 
iuated by thi.8 bilL '. 

(99 Q.9E:&. Rec 7635.9 July 27, 1953, 83d Cong., 1st sess.)n 

With resped to the elimination of claims 'based on foreign currency ob­

ligations., Senator Dirksen made the foll.owing commen~:: 

This category of claims arises prtncipally as the result of 
yen certificates of deposits (princ.i:pa.ll:y AlllE'!rican citizens of 
Japanese ancestry or ,Japanese resi!3ents of the United States), 
who purchased for United states dollars certificates of deposit 
from. Ja.panese branch banks in the United. States which provide on 
their face. value foX' payment in yen in Ja.pan. Moreover, it ap­
pears t.hat these certificates may be cashed today at their fuil 
yen value in Japan and that a number 0:[' depositors have so done. 

The Unitea. States is not under any moral obligation to per­
mit external enem;y assets sefzed by the United ·States to be uti­
liZ,f;d for the payment. of' claims of perBons who not only inYested 
their money in a foreign economy but expressly agreed to be paid 
in a fOf.'I::d.gn curren.cy in a for.eign country. (Ibid., p. 7635) 

On the ·bas:l.s of the 'justification offered by Senator Dirksen, the ex­

clusion of the c1asses of debt claims described in his narrative account 

would. appear :r.easonabl.e. However? the problem. created by S.2231 is that it 

goes beyond those classes. 

Senator Dirksen I s description of the ftrst class of exclusions is fully 

adequate. As indicated.? it woul.d reduce the number of pending debt claims 

from 1~2.9000 to 31,000. 

It Is the second. exclusionary provision., a provision involving the 21,000 

claims based on. foreign currency Obligations that deserVes further scrutiny. 

Senator Dirksen's justification of ·this prOVision rested almost exclu­

sively on the ground. t.hat moat of the clailDB'i:a question are based on yen 

http:curren.cy
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certificates ofdeposit~ These certificates were sold in the United States 

by Japanese banks, prior to World War II. They were paid for in dollars but 

provided for rePayment in yen in Japan. As Senator pirkBen has pointed out, 

these certificates should'not be repaid out of yested assets for two reasons: 

(1) they were bought for the express purpose of investing in a foreign econ~ 

amy, (2) payment on many claims will be as low as $5.00 or $10.00, the average 

being below' $25.00 per claim; by contrast" theadministratiye cost of proceEt-.;' 

sing them will frequently be considerably higher. 

There are 17,500 claims based on yen certificates presently pending be­

fore the Office of Alien Property. The grounds for excluding them cited by 

Senator Dirksen are hard to quarrel with. But the Senator I s bill goes beyond 

excluding these 17,500 claims. It excludes an additional 3,'500 claims which 

are of an entirely different nature. That is the point of controversy here. 

Question raised br 3.2231 

Senator Dirksen's initial statement on S.2231 doe~, not contain any direct 

reference to these 3,500 claims. When, the bill was on the floor of the Senate 

he, mentioned it merely in passing: 

,I should like to refer to a certain category of debt clai~ 
::tmrolving certain Gernian corporations, mainly 'steamship lines. 
In my cases, under the practice which preVB:iled, a citizen of 
the United States would buy steamship passage on the Hamburg­
American Line, the North German Lloyd iine jor some other' line ~ 
Lang before the day he was ready to take passage across the 
Atlantic on one of those stately vessels the war came on sud­
denly. ' He was the possessor of a pair of tickets; which he 
bought in 'good faith for a very substantial amount, but there 
was no ship to transport him to Europe or elsewhere~ 

At long last we did what we have done in 'every case. If 
, an enemy property was involved we reduced it to cash and use,d 

the cash for our veterans, once it was a free balance. ~o there 

are citizens today who bought tickets on one of the steamship 

lines. The question is, How much money is available for the 

payment of those claims? ' ' 


(100 £2!!s.~ Rec~ 2831, March 10, 1954, 83dCong., 2d Bess~) 

n,... '-Of",' 92_. _. Ir' '\ 
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The 3,500 claims in question do not only involve claims based on the 

purchase of steamship tickets. Many of them arose out of various other con­

tractusl arrangements between the American creditor and the German debtor. 

Though they are founded on foreign currency obllgat1.ons)I these claIms dif,~ 

fer basically from claims found,ed on German Government bonds or Japanese 

yen certificates. They do not involve, as do the others~ an intentional 

investment in a foreign economy. They inV'olve~ instead, business transac .., 

tions between two contracting parties. These business transactions were 

not made with reference to specific assets of the present debtor but fre-­

quently with reference to his general business stand,ing. 

The late Felix S. Cohen, in a letter to Sena.tor Lehman, dated July 24" 

1953, characterized the problem as'follows~ 

Under the present law many debt claims have been filed against 
the property of German businesses which have been vested in this 
country. The claimants are, in many cases, people who had been 
forced out of their homes and livelihood in Germany by the Nazi 
persecution and who had come to this country before the war to 
become citizens and residents of the United States. Until the 
war brought into operation the Trading with the Enemy Act there 
was no way for these people to recover from Germany the money or 
property owed to them either by virtue of normal business tra.ns", 
actions or as a result of the forced sales Imposed by Nazi per,. 
secution, After the property of these busInesses in. this country 
was vested in the United State s Government. these c:r:-edltors could 
apply for the payment of debts and damages' d:'')'e them by proceeding 

, under the authority of se,ction 34 and, the pro~ed.ares of the Office 
of Alien Property. ' 

Now all the claims have been filed and, MIlCh time and, effort, 
and money have been put into the gatherlng of evidence and the 
presenting and argument of the Cases before the Office of Alien 
Property. Many of these cases are nearing decision. It is at 
this point proposed by S. 2231 thB.t our GO'ITernment step in and 
throw a new barrier in the way of the recovery and resti'tution 
owed to these people for 15 years or more. S.2231 would cut off 
any debt claim based upon an obligation expressed or payable in 
German currency, although debts for the forced sale of a bus!·· 
ness are properly claims against the en1;ire assets of thebusi·· 
ness wherever they may be found. ' 

If this bill is passed and we put our Aroedcan' claimants to 
the new trouble and expense at this late stage of seeking reUef 
in Germany, we know that the marks which they might recover are 
not convertible into dollars and can be 'translated into dollars 
only by the sale of the marks at substantial loss. (Ibid., p. 2832) 

.:Jjo~).-".,... ", r"g 3 
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Possibility of Return of Assets to Former Owners 

Consideration of S.223.1. cannot be divorced from an exam1h8.tionof the 

plans for the dispositiou . of' vested a.ssets. After Wo~ld War I, the assets 

were returned to their original owners. At present, a resolution having the 

same objective with respect to World War II assets is pending before the 

Senate, S.J. Res. 92. Senator Dirksen "s report on the Trading with 'the 

Enem,y Aet, filed underSen. Res. 245, 82d Congress, specifically recom­

mends "the return of private property confiscated under the act to indivi­

duals not convicted of war crimes." It also recommends "adequate protection 

of claims pending against the confiscated assets." 

But if S.2231 passes, the above-mentioned 3,500 claims will not be en­

titled to protection in case of the return of assets. Thus the asset would 

be returned t9 the foreign debtor while the American creditor, who has for 

years pursued his remedy in the Office of Alien Property, will have to look 

. for a new forum in wPich to present his claim. 

Proposed Solution 

A simple amendment to S.2231 would prevent the above-mentioned ineq­

uities.. That amendment would strike the words "obligations ex;pressed or:" 

from the last two lines of the bill and insert in their place ."investment 

expressly agreed to be" to have the provision read "if it is based upon an 

investment expressly agreed to be payable in any currency other than cur­

rency of the United States or the Pp,ilippine Islands." 

Effect of Amendment on VI orkload of OAP. 

S.2231 in its present ;f'orm:would reduce the present load of 42,000 debt 

claims by 32jOOO~ If the proposed amendment is a.dopted, it would st:;lll re­

sult in a reduction of 28,500. ,..,.., '"',... n. 4'0' ..' L..) '.') ;"1
oJ '" I.. \, •. 
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