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- MAY 7 1954
Mr. Saul Kagan ‘ :
Conference on Jewish Claims
270 Madison Ave. - Suite 800
New York 16, N.Y.
May b6, 1954
HM/ea

Dear MNr. Kagan:

Enolosed please find copy of a Memorandum on S,2231
now pending before the House Committes on Interstate
and Forelign Commerce.

The memorandum has been prepared at our request by

the Washlington representative of Rlegelman, Strasaer,
Schwarz & Splegelberg, New York City.

Coplies of the memorandum were distributed through
Rep. Jacob K. Javits among the members of the afore-
mentioned Committee.

There 1s 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, if the
bill in its present form became law.

I would 1ike to call your attention to the explanations
on page 5 of the memo.

-

|

Sincerely yoursT

Herman Muller
Exec, Vice Presldent
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April 8, 1954

MEMORARDUM ON S.2231

Purpose of this Memorandum

The .purpose of this memorandum is to demonstrate the inequitable effect
" which epactment of 8.2231 would have on a group of 3,500 debt claims pres-

ently pending before the Office of Allen Property.

History and Present Status of §.2231

5.2231 was introduced by Senator Dirksen on June 27, 1953, It has the
support of the Department of Justice.

fhe bill was objected to by Senatér iehman and, conaequently, fhiied to
pass on the Consent Calendar. It was called uplon’the regular calendar on
March 10, 1954 and passed the Seﬁate. It has now been referred to the House

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

Debt Clasims under Present law

Under the terms of the Tradiﬁg with the Enemy Act, title to German and
Japanege assets in this country has been vested in the Officevof‘klien Prop-
erty (formérly the Alien Property Custodian). _Section 34 ailcws the filing
of so-called debt}claims againsf vegted assets. Debt'clnima may be filed
agalinst the vestéd assets of a specific alien enemy By American citizena and
resident aliens_ﬁhb, immediately prior.tb vesting, were cfeditora of such
alien enemy. If a debt claim is allowed, the alien enemy's debt to the Amer-
ican creditor ig paid out of the vested assets of that particular alien enemy.
If the debt claims againet an individual alien enemy exceed the aﬁpunt vested, -
~ the account in question is declafedAinsolVentvaﬁd the av#ilabl; amount is dis-

tributed to the claiments on a pro rats baéis;
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Effect of 8.2231

S 2231, a bill sponsored by Senator Dirksen of Illinois, would amend
Section 34 of the Trading with the Enemy Act by excluding two classes of
debt claims: (1} claims against foreign governments (with certain exceptions),
(2) claims based on foreign currency oﬁligatibns.

If 6.2231 were enacted, the only debt claims that would be allowed would
he claims against private individpalsyor ccmpéniea if expressed or payable in.

Apericen dollars or Philippine pesos.

Senator Dirksen 8 Justification of S.2231

There are approximstely 42,000 debt claims pending before the Office of
Alien Property at the present time. OFf these; the fira§ exclusionary provi-
gion (relating to claims égains‘t foreign governments) would elimate 11,000.
The second exéluaionary provision (relating to other foreign currency obliga-‘
tions) would eliminate an additional 21,000. |

When Senator Dirksen introduced 8. 2231 on June 27, 1953, he submitted a
statement in which he had the following to say about the elimination of claims
againsf foreign goverﬁments:

 Elimination of the first category 1s consistent with the pur-
-pose for which section 34 was enacted, namely, the protection of
Americen creditors who may have extended theilr credit in rellance
upon the assets of the debtor in the United 8tates.. These claim-
ants should be protected in their claims through the assurance
that the assets selzed by this Government will adequately cover
. the value of such claims.

Recognizing the great majority of claims eliminated by my
proposed legislation consist of bond claims asserted against the
Governments of Germany and Japan and ipasmuch as it has always
been the policy of the United States courts to recognize gover-
elgn immunity from sult, it is clear that when thesge c¢lalmants
purchased their bonds they did not rely on assets of these fore.’
eign governments located within the United States for security
of their investments. OFf the 11,000 claims in this category,
there are 4,794 debt claims in the face amount of $159 million
filed against the Japanese Government and there 1s avallable for.
their payment before deduction of administrative expenses of the

35 F)\%O‘
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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 $1,500,000. Patently these claimants can hope to be paid
at best only an infinitesimal fraction of their claims.

The Government of the United States under these circumstances
should not be put to the administrative burden and expense of pro-
cessing such claims and the War Claims Commission charged with the
payment to ex-prisoners of war and other claimants 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-
inated by this bill. ’ .

(99 Cong. Rec. 7635, July 27, 1953, 83d Cong., lst sess.)

With respect to the elimination of claims besed on forelgn currency oOb=
ligations, Senator Dirksen made the followlng comment::

This category of claims arises principally as the result of

yen certificates of deposits (principslly American citizens of

Japanese ancestry or Japanese residents of the United States),

who purchased for United States dollars certificates of deposit

from Japanese branch banks in the United States which provide on

their face. value for payment in yen in Japen. Moreover, it ap-

pears that these certificates may be cashed today at their full

yen value in Japan and that a number of depositors have so done.

The United States 1s pot under any morsl obligation to per- -

mit external enemy assets seized by the United States to be uti-

lilzed for the payment of claims of persons who not ouly invested

their money in a foreign economy but expressly agreed to be paid

in a forelgn currency in a foreign country. (Ivid., p. 7635)

On the basis of the justification offéred‘by Senator Dirksen, the ex-
clusion of the ciasseé of debt claims described in his narrative account
would appear reasonable. However, the problem created by S.2231 1is that it
goeg beyond those classes, V

Senator Dirksen's description of the first class of.exclueions is fully
adequate. As indicated, it would reduce the.numher of pendling debt claims
from 42,000 to 31,000.

It 1s the second exclusionary provision, a provision involving the 21,000
claims based on fbréign currency obligations that deserves further scrutiny.

Senator Dirksen's Justification of this provision rested almost exclu-

sively on the ground that most of the claimﬂ'in guestion are based on yen

336591
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certiflicates of‘&epoeit, ‘These ce:tificgtes were'aold‘in thé United Stateg

by Japanese banks, pridr to World.ﬂar II. They were paid for in dollars but
provided for réﬁayment in yen in Japan. As Senator Pirkﬁen.has pointed out,.
these certificates should not be repaid out of vested asgets for two reasons:
(1) they were bought for the express purpose of invesgting In a foreign econ-
omy, (2) payment on many claims will be as 1ow as $5 00 or $10.00, the average
being belaw $25 00 per claim; by contrast, the administrative cost of preceg-.
s8ing them will frequently be considerably higher.

There are 17,500 claims based on yen ceftificateg prgéently penﬁing be~-
fore the Office of Alien Property. The grouhds forAéxcludihg them clted by
Senator Dirksen are hard to quarrel with° But the Senator's bill goes beyond
excluding these 17,500 claims. Itléicludes an additional 3,500 claims which

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

Question :aised by S.2231

Senator Dirksen'e initial statement on S.2231 does not contain any direct
reference to these 3,500 claims. When.the bill was on the floor of the Senate
he mentioned 1t merely in passsing:

. I should like to refer to a certain category of debt claims
jnvolving certdain German corporations, mainly steamship lines.
In may camses, under the practice which prevmiled, a citizen of
the United States would buy steamship passage on the Hamburg-
American Line, the North Germen Lloyd line; or some other line.
Long 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
wag 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 used
the cash for our veterans, once it was a free balance. 5o there
are citizens today who bought tickets on one of the steamship
lines. The question 1s, How much money ig avallable for the
payment of those claims?
(100 Cong. Rec. 2831, March 10, 1954, 83d Cong., 24 sess.)

-,‘3 192
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The 3,500 claims in qﬁésticn do not only involve claims based on the
purchasge of steamship tickets. Many of them arose ouﬁ of various other con-
tractual arrangements between the American creditor and the Gérman debtor.
Though they are founded on foreign currency obligations, these claimg dif-
fer basically from claims foun@éd on:German Government bonds or Japanese
yen certificates. Théy do not involve, as do the others, an intentional
investment in a foreign economy. They iunvolve, instead, business %ransac-
tions between two contracting partles. These business transactlons were
not made with reference to specific assets of ‘the present debtor but fre-
quently with referencé to his general business standing. |

The late Feiix S. Cohen, in a letter to Senstor 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

- pergecution 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 Epemy 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 trans.-
actions or as a result of the forced sales lmposed by Nazl per-
secution. After the property of these businesses in this country
was vested in the United States Government, these creditors could
apply for the payment of debts and damages due them by proceeding -

_under the authority of gsection 3% and thse procedures of the Dffice
of Alien Propertye

Now all the claims have been filed and much time and effort .
F and money have been put into the gathering 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 that our Govercment step in and
throw a new barrier in the way of the recovery and restitution
owed to these people for 15 years or more. S5.2231 would cut off
any debt claim based upon an obligation expressed or payable in
German currency, although debts for the forced sale of a busi-
ness are properly claims agalnat the entire assets of the busi-
ness wherever they may be found

If this bill is passed and we put our American claimants to
the new trouble and expense at this late stage of seeking relief
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. . (1bid. s P- 2832)

336593
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Possibility of Returﬁ of Aaseta to Former Owners
‘ Congideration of 8.2231 cannot be divorced from an examinstion of the
plans for the disﬁcsitionvéf vested assets. After World War I, the sssets
were returned to thelr original owners: At présent, a resclution having the
same oblective with respect to World War II assets is pending before the
Senate, é.Jo Res. 92. Senator Dirksen's réport on the TradingAwith‘the
Enemy Act, filed ﬁnder.Sen. Res. 245, 824 Congress, specifically recom-
~mends "the return of p%ivafe property confiscated under the act to indivi-
dusls not convicted of war crimeé."‘ It also recommends "adequate protection
of claims pending against the confiscated assets.”

But 1f 8.2231 passes,~the above-mentioned 3,500 claims will not be en-
titled to protection in case of the return of aésets. %hua the asset would
be returned to the foreign debtor whilé the American creditor, who has for
years pursued his remedy in the Office of Alien Property, wiil have to look

~for a new forum in which to present his claim.

Proposed Solution

A simple amendment to 8.2231 would prevent the above-mentloned ineq-
uities. That amendment would strike' the words f‘,obliga’cions expressed or"
frém tﬁe 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 ta'bg payable in any currency other than cur-

/

rency of the United States or the Philippine Islands."

Effect of Amendmént on Workload of OAP

§.2231 in 1ts present form would reduce the present load of 42,000 debt
claims by 32,000. If the proposed amendment is sdopted, it would still re-

sult in a reduction of 28,500. .
' Lol g §
' 336544
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